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PART I - Introduction and Summary

A. Introduction:
This review addresses the many issues contained in the Evaluation Report
and offers suggestions concerning future action by AID in the Project area and
in other development projects in the High Jungle.

The Project area covers the major part of the Department of San Martinm,
an area recognized as having considerable agricultural potential, with a long
history of settlement and a varied rural community with well-defined ways o
life and farming systems: these were almost exclusively subsistence-oriented
until the arrival of air transportation in the 1950's which made possible the
growing of cash crops like cotton, cacao and coffee and the commercial rzising
of livestock. For two decades air and river were the only forms of tramsport
between S. Martin and the rest of Peru.

Throughout the 1950's and early 1960's Arq. Fernando Beladnde advocated
highways as & colonization measure rather than only as & means of connecting
origin to destination. His Marginal Highway concept was to be supplemented by
lateral penetration highways and an intense network of feeder-roads that would
put innumerable rural areas “on the economic map".

Partial implementation of his concept began with th Marginal Highway
program in the first AP government 1963-~68 during which period Peru signed an
agreement with the UNDP under which FAO conducted an exhaustive feasibility.
study for the development of the Central Huallaga Valley (1963-69).

Priorities changed under the miiitary de facto government (1968-79); the
"Marginal" lost momentum and the concept of integrated development advanced by
FAO was given lower priority. True, the Huallaga Central Project still
occupied an office in Agrarian Reform but attention was turned to piecemeal
development activities such as Azucar Selva and the Sauce and Gera
hydroelectric schemes; later came the Pasarraya irrigation project as part of
the agrarian frontier program.

One thing that was not lost sight of was the great agricultural and
colonization potential of this area, rightly valued for its fertile soil and
amenable climate - with few of the restrictions apparent in the Low Jungle.

In the mid 70's when the need was felt to make good Peru's flagging food
production, the potential of San Martfin became increasingly attractive. The
Military government planned to complete the Northern Transverse Highway which
would link San Martin to the ncrtern coastal area. Completion was scheduled

for 1978.

In 1976 AID became actively intrested in participating in the
development that this road link would make possible. It was rightly realized
that if only the main highway were built, the existing trend toward
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concentration of population in urban centers would be aggravated, with new
urban centers springing up along the highway, as has happened for instance in
Nueva Cajamarca which in a short time wushroomed to 10,000 inhabitants. There
would also be a change in land occupation with immigrant commercial farmers
acquiring good valley land while former small or medium peasant farmers eihter
moved out to the hills or joined the uarban proletariat in Tarapoto and
Moyobamba.

The Sub-Tropical Lands Dcvelopment Projeci: was conceived as a means of
distributing as widely as possible in the region the economic benefits
accruing from its integration in the national economy through the highway
link. Logically a major emphasis was placed upon the building of an extensive
network of feeder-roads that would give hitherto isolated areas access to
wmarkets, ioputs, and services, and upon the improvement of a number of
existing local roads., This would provide an infrastructure that would permit
San Martfn to supply up to 10X of the nation's needs in maize, rice and edible
legumes (according to Project Paper forecasts).

However, for this object to be achieved, certain critical questions had
to be addressed. Hitherto, arable 1land was farmed through shifting
agriculture on hand-cleared plots that quickly became weed-infested and had to
be abandoned. 1If the production goal was to be met, this system would prove
too wasteful of land and would have to be replaced by continuous cropping.

Continuous cropping had been shown experimentally to be possible on some
local soils by the Dutch technical mission (COPERBOLTA) using modern inputs
and technology on mechanically-cleared land. SENAMA already operated a
machinery hire service in the area, and would receive Project support. This
combination was believed to offer the solution that would enable traditional
shifting agriculture to be transformed to a modern, commercially-oriented
production system that would stop the wasteful clearing of more farm land and
the creation of unproductive "purma". It would also economize in the use of
scarce labor.

In order that farmers might take advantage of these technologies, they
would need extension and credit services; also for the increased volume of
produce, mostly destined to distant markets in the coastal region, an adequate
network of grain stores would be needed. Therefore the Project included
extension, credit and grain storage components.

In order for a farmer to obtain credit and to make long-term investments
in his holding, he must have a legal title or certificate of possession. Few
of the existing farmers held such documents before the new highway was built.
With the expected influx of new settlers, the demand for land and the pressure
upon existing holdings would increase, Cadaster and land-titling, barely able
to cope with the former needs, would have to be stepped-up., Hence the
inclusion of this very important Cadaster and Titling component in the Project.
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The Project comprising these six components was deasigned and was found
to be economically viable-although we did not have access to the methodology
or the calculations used.

An environmental evaluation judged that the Project would have & net
positive environmental impact “since the destructive, traditional slash and
burn system of shifting agriculture would be replaced by a permanent
mechanized system with safeguards against soil erosion." (Project Paper).

In addition, the elaboration by ONERN of an overall Eavironmental
Protection Plan was programmed, the Plan to be presented not later than 24
months after the signing of the Loan Agreement in June 1978. A preliminary
Plan, also prepared by ONERN, was presented in March 1979. The Project Paper
did not specify whether or how these plans were to be put into effect.

The Project was originally to be implemented on the part of the GOP by a
Regional Development Committee under the direction of a nominee of the Prime
Minister. As this committee had mo exesutive or budgetary powers und suffered
from other organic weaknesses AID later recommended the seting up of a Special
Project under the Prime Minister's Office, similar to those already operating
in Coastal irrigation schemes. This was done and the “Proyecto Especial
Huallaga Central y Bajo Mayo" (PEHCBM) was established. This change was
indispensable for the implementation of the AID Project, but it involved a
delay of 14 months in Project start-up.

Table 1 shows the summary project cost estimate as given in the Project
Paper.

Table 2 compares the land~capability inventory of ONERN (1979) with the
1973 FAO inventory quoted in the Project Paper. Direct comparison by classes
is not possible in all cases owing to the use of different clasification
systems. However, it can be seen that ONERN gives a very wmuch lower figure
for land with a pasture capability, This is due to ONERN's much stricter
limitations on gradient, which have been borne out by Tosi (198l1) in respect
of the Palcazu valley. This discrepancy was to have serious implications in
terms of the pasture potential of the areas to be opened up by the feeder-road
program.

Table 3 shows existing land-use as estimated by ONERN in 1979. It will
be noted that ONERNin 1979, It will be noted that ONERN identified 40,000
hectares of pastures, five times more than the area classed as suitable for
this use.

The implications of these diferrences are discussed in the appropriate
sections of this report.
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TABLE 1
Summary Bstimated Costs (Project Paper)
(uss '000)
AID Peru Total
l. Penetration Roads 7,132 373 7,505
2. Road Maintenance 1,170 246 1,446
3. Medium-Term Credit 3,230 1,500 4,730
4. Machinery Parks 3,100 625 3,725
5. Marktg. Collec. Centers 460 380 840
6. Land Surveying & Titling 170 650 820
7. Exteasion Service 398 750 1,148
8. Resources Studies 100 20 120
9. Project Direction 110 380 490
10. Technical Assistance 1,190 380 1,570
Sub-total 17,060 5,304 22,364
Inflation factor & conting. 1,940 1,196 3,136
Total 19,000 6,500 25,500




TABLE 2

Land~Use Capability

ONERN (1979) Project Paper (pg. 12)

I 14,852

A 110,690 11 49,087 11,807
III 47,868

c 2y,691 v 18,569

P 8,441 v
Vi 88,857

F 238,307 VIiI not classified

X 477,016 VIII " "

864,145 Has 219,233 Has¥

* Apparently, some of the 88,857 Has. shown as classes V
and VI were classed as "F" by ONERN.



L.

II.

III.

Iv.

TABLE 3

Present Land-Use (ONERN 1979)

Arable & Grazing Has, Has. p 4
Food Crops 39,760 &.6
Industrial Crops 3,742 0.4
Fruit caspo 3,150 0.4
Pastures 40,000 4.6
Recent regrowth (purina) 40,348 4.7
Freely available 19,000 2.2

Sub-total 146,000 16.9
Forestry production 210,129 24.3
Protection 468,016 54.2
Urban areas 40,000 4.6

Total 864,145 100.0




B, Summary:
1 Summary by Project Components
The review by project components assesses performance in respect of
Project goals and discusses its implications. The following is a brief

sumary by components.

1.1 Extension
Goals were numerical (staff increases, equipmeat purchases, number of

visits, demonstrations, beneficisries etc.). Achievement was good through
September 1981, then slumped with INIPA's introduction of the Training and
Vigit system with insufficient field testing. The Training and Visit system
works through direct beneficiaries known as "enlaces" who are supposed to
influence their neighbors, achieving a multiplier effect. Extension is
performed by middle-level technicians called "sectoristas" who receive an
extension message at fortinightly briefing sessions at the Tarapoto experiment
station and pass it on to their "enlaces". 1In practice the enlaces were not
well chosen; also, farmers were seldom convinced by the message which was
stereotyped and not always adapted as to time or place. Consequently there
was no multiplier effect, neither were significant yield increases recorded,
though this would need more than one year to make itself felt.

Both the evaluators and the present reviewer agree that the Training and
Visit system needs trying for a year or two on a pilot scale with improvement
in the training of sectoristas, in the choice of direct beneficiaries and in
the adaptation of the message to each locality, culture and season.

1.2. Credit

This program aimed to complement short-term AGBANK credit with
investment loans for land clearving and preparation, livestock improvement,
equipment purchase and for tree-crop and forest plantations. As of September
30, 1982, 512 of both the programmd pumber and value of loans had been
approved. There was over—emphasis of equipment purchase-often of unsuitable
items &nd low performance on land-clearing loans. Initially AGBANK charged
only 7% interest (wiYth inflation at 332); this gave rise to speculation and
consequently to suspension of AID funds, This, plus a cumbersome credit
mechanism in which AGBANK, INIPA and the Project were involved, kept
disbursement down. Also, at the present interest rate of 32.52 with over 100%
inflation, the loan fund is suffering rapid decapitalization. Suggestions are
made on ways to halt this - indexing and outright grants or subsidies are
among possible solutions-and to improve the efficiency of the mechanism,
including better programming among end-uses, and streamlining of procedures,
so that credit is no longer a bottleneck for important land-improvement

activities.

1.3 Road Construction and Maintenance Program
This basic infrastructure component was completed largely on schedule.
Its cost was higher than budgeted and studies are recommended in order to
arrive at lower-cost designs for feeder-roads: Maintenance of existing roads
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was not adequate and the nev roads had received no maintenance to-date,
Recommendations include more funds and equipment for road maintenance,
technical assistance in machinery operation, and care and regular inspection
to control erosion and other adverse enviroumental effects.

1.4 Cadaster and Land Titling Program

Thie component made a reasonably good showing but two botttlenecks held
up titling; these were cadastral survey and reversion of lapsed titles. Above
all, the Peruvian legal wmechnisms for 1land titling are among the most
complicated in Latin America. Study is recommended of these mechanisms with a
view to speeding up land titling; one concrete and urgent measure would be to
open a land registry office in Tarapoto which would obviate long and often
fruitless journeys by would-be landowners.

1.5 Grain Storage Program
The stores were installed on time and in the correct locations. They

suffer from two defects: imsufficient ventilation and lack of protaction of
platform scales against rain. These should and can easily be rectified.
Study 1s recommended of ways to raise a maintenance fund and to provide an
incentive for truckers to operate between the stores and distant markets.

1.6 Farm Machinery Program

SENAMA received the machinery and melemen:s provided by the Project and
initiated land clearing and preparation on schedule, Delays in granting of
credits, over-emphasis on loans for equipment purchase, and 1inadequate
maintenance by SENAMA contributed to poor performance. Only 81C Bas. out of a
1981-1983 target of 4,504 Has. had been cleared by Sept. 30, 1982. The KG
blade was found to be unsuitable for non-rigid vegetation and needs changing.
Soil conservation measures, precautions and specifications are needed. Pield
trials should by conducted in order to improve land-clearing methods.
SENAMA's plant maintenance must be improved.

1.7 Resource Evaluation and Eavironmental Protection Program

The lack of an integral environmental approach was a serious defect in
project design, permitting project initiation two years before the scheduled
preparation of an environmental protection plan; other defects were the
omission of a forestry component from the Project and no mention of soil
conservation in the extension doctrine, notwithstanding that the Project was
being implemented in a region already suffering serious localized resource
depletion.

Recommendations include the creation of a forestry component in the
project, re-structuring of the forest districts according to a forest
management plan, declaration of protection forests, revision of 1logging
contracts, prevention of logging or farming in protection forests, closure of
steep lands previously freed for settlement, and more credit funds for
reforestation.
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Above all ONERN should be urged to complete as soon as possible its
3-years overdue Eavironmental Protection Plan, and the wmechanism &nd
responsibilities for its application should be defined.

2. Overall Summary

For convenience, the overall summary by components is presented in
tabular form in Table 4, which records for each component:

a) Efficiency, expressed as the degree to which goals set for the Project
vere attained;

b) Effectiveness, or impact expressing as far as possible the end results;

c¢) Corrective action required in the Project area; generally this assumes a
continuing AID presence in the area but leaves open the decision as to
what form such presence should take.

d) Guideliness for AID in ongoing or new Selva Development Projects.

2.1 Efficiency

Attainment of Project goals was highest in the purely infrastructural
components: roads and grain stores. These are essentially public works
programs with well-defined technical specifications and rzsponsibilities.

Attainment of goals was less satisfactory in the components involving
more or less complex inter-institutional arrangements.

2.2 Effectiveness (Impact)
Attainment of goals set f-or the Projecct does not necessarily imply that
the desired end-results were achieved. Thus, in the extension component, even
after the sudden change of system by INIPA attainment of goals might be termed

“reasonable'.

However, there was no measureble end-result. This is partly due to the
inherent difficulty of measuring the contribution of extension, but also in
large measure to the numerous defects in the T & V system as applied by INIPA
in the Project area after October 1981.

Likewise, attainment of goals by the credit component was by no means
disastrous in terms of the volume of disbursement and the repayment record.
In terms of impact, however, the results were 1less satisfactory. The
proportions of loan volume by end-uses differed widely from those programmed,
with heavy over—emphasis on loans for the purchase of equipment (which often
was too big or otherwise unsuitable). Also, with subsidied interest-rates
associated with high rates of inflation, credit funds will soon be
decapitalized. Loans were found by farmers to be hard to get and often
arrived too late; also much favoritism was reported. Ome of the main reasons
for the poor performance of the machinery hire service was the difficulty of
obtaining credit. In short, the impact of the credit program as a
contribution to development was almost negligible.
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The impact of the machinery hire service also was poor. However, in
this case, owing to inappropriate techniques and equipment, there was a
negative correlation between attainment of land-clearing goals and impact,
i.e. had more hectares been cleared, it is likely that there would have been
more environmental damage, particularly in the form of erosion.

In the case of cadaster and land-titling, impact went more or less
hand-=in-hand with the attainment of :umerical goals.

2.3 Corrective Action required in the Project Area

In should be borme in mind that more than a year has passed since the
evaluation was made, and that the AID Project has now run its course. Most of
the corrective actions suggested for the Project area will require the
provision of technical and financial inputs. The Evaluation's recommendations
for the creation of additional project components naturally presuppose that at
least the Huallaga Central Special Project will remain in existence. In those
cases in which the present review calls for ongoing action of this or similar
nature, it seems desirable that a two or three year exatnsion cf the Loan

Agreement be negotiated.

2.4 Guideliness for AID in ongoing and new Selva Development Projects
Lessons learnt in this project have to some extent already been applied
in other Selva projects, notably the need for a prior resource inventory and
environmental protection plan, and for an integrated approach to project
planning. The basing of project justification on a technological package is
dangerous unless the package and all its implications have been thoroughly
tried out beforehand under typical local conditions. (See Part VII B).

PART II. REVIEW BY COMPONENTS

A. Extension

1. Goals
The goals set for the extension program are numerical. For the most

part they measure the actions performed, not their consequences.

The goals include staff increases, equipment acquisition, number of
farmers' courses, meetings and visits to farmers; they also include, in the
case of the Training and Visit system, the number of "agricultores de enlace"
(contact farmers) and the number of "irradiados" or second-stage beneficiaries.

In the case of the group approach syostem known as "Proyectos por
Cultivos y por Crianzas", the goals included yield increments for the

principal crops.

2. Attainment of Goals
In the period up to October 1981, under the familiar group-approach
system, attainment of the numerical goals set was quite good, excepting that
no evidence was detected of significant increases in crop yields.
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After October 1981, with both the old system and the newly-introduced
“Training and Visit" wethod in wuse, the scores obtained were lower,
particularly in respect of the latter (T.& V.) method introduced in October

1981.

This system is based on the designation of contact-farmers, or
"agricultores de enlace" who receive the extension message and pass it on to
second~stage beneficiaries or "irradiados", achieving a multiplier effect.

It was intended that 2,080 contact-farmers be designated in 1982 and
that they would pass on the message to 906 "irradiados". (This means nearly
202 of the registered farmers in the project area). Only 1,007
contact-farmers were designated and no "irradiados" were recorded.

The small number of contact farwmers actually designated is no doubt one
of several consequences of the hasty switch to the T & V system, and of too

optimistic a goal.

The failure to generate "irradiados" was due to:
(a) an innate reluctance on the part of the local farmer to pass on
information to his neighbor;
(b) incorrect choice of "agricultores de enlace", itself a consequence of the
hurried adoption of T. & V. and of the fact that their selection was in the
hands of inexperienced middle~level technicians;
(c) an unconvincing extension message (too stereotyped, often untimely, not
adapted to local conditions and problems); if a contact~farmer will pass on
anything at all, it must be something he has proven to be bemeficial om his
own farm and which will persuade his neighbor to accept, apply and in his turn
pa.. it om.

Although 1002 yield 1increases of rice and corn were recorded
experimentally, there is no evidence of farm-scale yield increments. There
may have been some, but the extensionists were not taught how to record them:
however, it is unlikely that the T. & V. system would generate such increments
in view of its short time in operation and of the defects observed.

3. Implicatione for the Project
The change to the T. & V. system, and the hurried manner in which the

change was effected, were the basic reasons for poor performance. The system
itself has merits and has been successful in some countries, but it should
only have been introduced gradually, in communities chosen after careful study
and througn pilot-projects. It can work if the message is of good quality,
timely aad adapted to local conditions, also if the extensionists have an
adequate professional education and experience and if suitable studies are
made of the social, economic and cultural factors affecting farmer behavior,
leading to an appropriate choice of "Agricultores de enlace". These are
“musts" if an individual extemsionist-farmer relationship as distinct from the
group approach is to be successful.




The T. & V. system was not envisioned when the AID project was conceived
and designed. The nature of AID support was geared to the already
well-established group approach. Tae relative lack of success is to be
attributed in large measure to this hasty change of system by INIPA - an
institution that did not exist at the time the Project was designed. AID
should confer with the new management of iINIPA and with representatives of
INIPA/APODESA and the Project to consider:

a) continuing and improving the group-approach system;
b) conducting the necessary studies and pilot scale evaluation of the T. &

V. system in selected zones;

c) continuing the T. & V. method on lines determined in b) with new and
well-reasoned selection of contact-farmers ("agricultores de enlace").
d) upgrading the technical caliber of the extensionists (sectoristas).

These issues are of vital interest to the success of agricultural
extension throughout the country, in view of the fact that in most departments
of Peru the T. & V. metod has encountered similar problems to those m¢t with
in the area of this Project.

B. Credit

l. Goals
In the period between October 1979 and the end of 1983, a total of

Us$3,152,000 was to be disbursed in 8034 loans, with an average loan size of
US$4,209. The inferred target figures as of September 1982 were 511 loans
with a total value of US$2,201,146. The breakdown by activities is given

below.

2. Performance in relation to Goals
As of September 30, 1982, 256 loans had been disbursed, for a total
value of US$1,122,244 and an average loan size of US$4,384, in sccordance with
the following breakdown by activities:

[ ]

' Goals for the Loans

: Program 9/30/82  Approved 9/30/82

H Uss P 2 US$ 2 : % of Goal

[ ] ] )
Mechanized land-clearing v 770,401 ; 35 151,503 13.5 ; 19.7
Integrated ranch development ; 440,229 ; 20 334,429 29.8 ; 76.0
Irrig. works & farm structures; 330,172 ; 15 25,812 2.3 ; 7.8
Farm mach. & equip. purchase ; 330,172 ; 15 61 500 54.4 ; 184.9
Fruit orchards v 220,115 ; 10 - - : 0.0
Reforestation ¢ 110,057 ; 5 - - . 0.0

[} 4 A

Totals 12,201,146 ;100 1,122,2%. 100.0 ;  51.0
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In late 1980 and early 1981, AID suspended disbursements of credit funds
because the Agbank's 72 interest-rate (a highly subsidized rate given the
inflationary situation) was causing irregularities on the part of bank
officials. The suspension was lifted wvhen the Agbank raised its interest rate
to 32.5Z, but its effect was to restrict loan disbursewments in this period.
However, procedural aspects contributed most to the shortfall in credit
movement. The mechnism set up could have worked under the old extension
system in which farmer relations were handled by graduate extensionists whose
numbers wre to be increased under the Project. But it could mnot work
efficiently under the new T. & V. system introduced with little warning by
INIPA in October 1981, in which extension is in the hands of middle-level
technicians, apart from the upheaval of the change itself. Under the new
system INIPA withdrew its extension agents (graduates) from identification,
promotion and follow-up on loans, while the Agbank handed over to the Project
the task of economic evaluation of lcan applications for which it had neither
staff nor capability. The role of the Project in this connection would appear
to have been somewhat too passive.

With regard to the employment of loans approved, the major share went to
machinery and equipment purchases, no doubt because they are easy to process
(a proforma invoice is the only supporting document needed) and, at least in
the 72 interest era, because they were open to peculatiou by Agbank
officials. Not only was money diverted from other more necessary activities,
but also much of the equipment required was unsuitable since the only
technical evaluation was that of the dealer. There being no forestry
component in the Project, it is not surprising that mo loans were approved (or
sought) for reforestation. Land-clearing (203 of target) also suffered, but
this may have been a8 good thing as the techniques and methods used still need
perfecting in order to avoid damage to the soil.

Loan recovery rates were 742 in 1981 and 70.52 in 1982. With a more
aggressive collection procedure the rate should exceed 90Z, which 1is
acceptable.

Since the program was initiated, inflation has risen from 331 to over
100Z. The Agbank's interest rate has not kept pace with inflation, so that
farmers have been receiving interest from the bank ~ at present in the order
of 34%Z p.r. in real terms. As a result, the US$3.15 million credit-fund,
instead of revolving, is being eroded wasy., A loan portfolio which, at zero
interest (real) would rotate $3.15 millions, at minus 342 (real) would eat up
$4.2 millioms.

The implications of this decapitalization process are twofold: the fund
will need replenishing at quite frequent intervals, which means that the GOP,
instead of repaying loan funds assigned to the credit program, would have to
ask for more; and, to the extent to which such replenishment:. could not be
secured, the number of beneficiaries would be limited and many deserving cases
would go unattended, as many as half the intended 15,000 if no replenishment
is obtained.
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Farmers,. Agbank officials and a broad segment of Peru's officialdom,
object to the charging of real interest rates vhen there is inflation. The
arguments used are diverse, but the commonest is that farm prices do not keep
pace with farm costs. This may be true in some periods and in some instances,
but the divergences are small compared with the net real transfer from credit
system to beneficiary. In the present case, the Project Paper showed the
agricultural and livestock modules to be comfortably profitable at a 152 real
interest rate., If they cannot break even without a 342 subsidy either there
was something seriously wrong with the Project Paper, or the price-cost
structure has changed dramatically since it was written., Only a thorough,
objective economic and financial study of this problem will bring out the
truth. Th's study should address the concepts of subsidies, grants, real
interest r&t:s and indexing as practiced by the Central Bank. Grants for land
improvement are a recognized practice in many countries, 8o are subsidies. It
is usually better to call these practices by their real names and make them
available "across the board" than to hide them under the cloak of a credit
program which then beccmes available only to the favored few. It seems
unlilkely that the advocates of negative real interest rates are avare that a
$1,000 loan at 32.5% interest with a 3 year grace period and an 8 year term at
100Z inflation becomes a grant of $642;

3. Implications for the Project and for INADE

The implications for the Project of the problems referred to above are
self-evident. Farm credits must be the joint concern (a) of INIPA (through an
improved extension system: see Section 2.3 of this review) (b) of the Agbank
(with the assignment of additional, more experienced professionals to the area
and acceptance of respomsibility for economic and financial evaluations of
loan applications), (c) of the Project office as leader and coordinator in the
project area and (d) of INADE, as the central agency responsible for
safeguarding the interests and objectives of the Special Projects in Lima and,
through APODESA, of the execution or commissioning of the necessary studies.

4, Implications for AID
It is in the narrower interests of AID as lending agency to examine any
measures, such as indenxation or real interest rates, that will insure maximum

recovery of loans funds,

In the broader sense it is hoped that AID shares the concerns expressed
in this review, which include the fostering of more objective thinking on
interest-rates and of measures taht will make it easier for the small farmer
to obtain credit; such measures should include streamlining of the mechanism
for granting loans and the opening by the AGBANK of branch offices nearer to
the farming areas.

Measures proposed by the evaluators to raise professional staudards and
improve the organization of the extension service and its participation in the
evaluation, administration and follow~up of loans will help to secure AID's
objectives in this area.



C. Cadaster and Land-Titling

1. Goals
By September 30, 1982, cadaster should have been completed on 12,100

units out of a total of 30,000, adjudication contracts :ffected in respect of
10,700 out of 15,000 units and reversion resolutions issued in respect of
2,180 units out of 4,200, Topographic survey and mapping was to have been
completed in 1980 to enable these targets to be met.

2. Performance in relation to Goals
As of September 30, 1982, 3,667 adjudication contracts had been
effected (34.3% of target) and reversion resolutions had been issued in

respect of 1,673 units (76.7% of target).

3. Discussion of Results
The goal of 15,000 titles for the overall period 1980-83 was based on
what may prove to have been too conservative an estimate of the rate of
imnigration to the project area. If so, the poor performance in attaining
only 34.3% of the September 1982 target of 10,700 units is more serious.

Even at i » predicted immigration rate and with no delay 1in
topographic survey and mapping, it is doubtful whether the cadastral and land
reform offices could have attained the goals set for them. With a year's
initial delay in completing topographic survey and wmapping, the chances of
getting back on schedule are small.

In order to correct this situation both these government offices must
increase the staff they have engaged on work for this project to a level that
will enable the outstanding 11,000 titles to be cleared, if not by the end of
1983 as scheduled, at the very latest by December 31, 1984, This means
stepping up the output from 111 titles a month to over 800. If it is not dome
the land tenure situation will get completely out of hand.

Among other remedial measures, the Project should replace its
piecemeal contractual arrangements with a single multi-party contract in which
the Project's directing and coordinating role is clearly defined; also
multiple reversion resolutions should replace the existing individual ones.

4, Implications for Special Development Projects in General

In an area to be opened up by a highway, basic topography, mapping, soil
and land capability surveys, resource inventory and environmental plan should
be completed preferably before main and principal feeder roads are built so
that cadaster and land titling programs can be initiated in time to insure
orderly land-tenure and land-use in accordance with land-capdbility. In order
to achieve this, the cadastral and land reform offices must be adequately
staffed and suitable contractual arrangements made to insure efficient action
under the coordination of the Project.




-16-

In the basic studies leading to the design of farm modules for titling,
APODESA should act as coordinating and supervising agency. IRADE has an
important role to play in maintaining liaison between the special projects and
government offices in the capital.

D. Farm Machinery Services

1. Goals and Performance
In the period 1981-1983, land clearing and land preparation should cover
an area of 4,504 hectares each, and 16,000 hours of threshing time are
scheduled to be provided to farwers. The project-life goal for land-clearing
is put at around 43,000 hectares in ten years. At slightly over 102 of this
figure in 332 of this time the three-year goal was modest and the annual rate
would need to average over 5000 hectares thereafter, once teething troubles

were overcome.

In the event, these modest goals were not attained: in land-clearing
nearly 3,700 hectares remained of the 4,504 Has. scheduled by end 1983} in
land preparation the outstanding area was 2973 Has; a mere 32 of the threshing
time had been worked.

The land clearing equipment came into service as planned during 1982;
equipment thus was not a limiting factor in performance. Credit was the main
problem, as only 340 out of a scheduled 834 loans were approved and most of
the funds loaned were for machinery and equipment purchase which should have
received oaly 152 of loan funds. This type of loans are the easiest to
process and are attractive to some bank officials. Delay in start-up of
threshing operations was due to the late arrival of equipment.

2. Implications of Results

More careful study is needed concerning the choice of equipment and
methods for land-clearing. As most of this work is done in secondary (scrub)
growth, the KG blade is unsuitable as it is designed for handling large
trees, The use of bulldozers is not recommended as they scrape off the
fertile topsoil. Also, some soil types suffer serious compaction by crawler
tracks., Experience in the Upper Huallaga showed that soil fertility wae
damaged by mechnical clearing to the extent that crop yields were insufficient
to repay the loans received for land-clearing.

Clearer guidelines are needed concerning soil comservation precautions
in land-clearing, particularly in respect of 1limiting gradients. The
technical assistance in this area called for in the Project Paper was not
provided to SENAMA, '

The principal arable crops for which land-clearing is required are rice
and corn. Rice is grown on alluvial terraces where priority should be given
to land-conditioning for irrigation and for the application of cultivation
techniques and equipment developed for this purpose elsewhere. As rice now
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occupies most of the more level land, corn tends to be growa increasingly on
hill sites which often are too steep for arable cropping. Without clear
guidelines and restrictions, mechanical land-clearing will encourage the
misuse of these lands and aggravate the danger of erosion.

Less emphasis should be placed on area targets for land-clearing umtil
suitable field trials have been carried out and criteria established that will
insure that his activity, which is important in this labor-short area, is
conducted without undesirable side-effects. The long-awaited Eavironmental
Protection Plan will provide valuable criteria in this repect.

E. Grain Storage and Marketing

l. Goals and Performance
Storage capacity for rice, corn, sorghum, soya and beans was to be
increased by 11,500 MT during 1980 and 1981 in order to cope with the expected
increases in production follow road coanstruction. The Tarapoto slaughterhouse
was to be reconditioned and work completed on the one at San José de Sisa.

Owing to official delays with the bidding procedure, these goals were
only attained by September 1982 - not on schedule but in time to handle

production volumes.

2. Quality of Marketing Services
Nearly as important as the physical infrastructure are the services that

go with it. In some cases, as at Picota, inxperienced staff cause unnecessary
delays in the clearing of corn into ENCI's warehouse. More serious are the
delays of up to 2 months in payment to farmers by the AGBANK owing to its
liquidity problems and to the long distance from farm to bark in most cases,

In face of these problems farmers commonly resort to farmer-merchants
who pay cash at a 25X discount and resell to ENCI with their own produce.

ENCI has financial problems due to the fact that by law it receives no
margin for freight charges to final destination. This means ENCI cannot pay
economic rates to truckers and, as a result, there are insufficient vehicles
and the sores are jammed full at peak seasomns.

3. Implication for the Project and for Cooperating Agencies

It is in the interests of the Project that these bottlenecks be
removed. Action should include the following:

- liquidity problems of AGBANK must be overcome;

- additional AGBANK branches should be opened in or near the principal

farming areas;

- ENCI's financial policy should be modified to privide a suitable

margin for transportation costs.,

- improvement of the technical standard and sense of respomsibility of

ENCI's warehouse personnel.
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F. Road Construction and Maintenance

1. Goal and Attainment
Goals set by the Project were the construction of 110.5 kms. of new

feeder-roads and the improvement of 76.8 kms. of existing feeder-roads. These
were expected to open up 65,143 of potential arable land and 98,000 Has. of
pasture land. The budgeted cost of the new roads was US$ 136,039/km. and the
improved roads US$81,732/km. Completion was to take place before September
1982, :

During 1982, maintenance was to be performed on 1,170 kms. of new
existing and improved roads.

The road comstruction and improvement goals were attained; costs were
higher than forecast.

A total of 1,093 kms of roads received msintenance during 1982, but
owing to insufficiency of equipment this was limited to areas most seriously

damaged.

2. Implications for the Pruject
The land-capability information assumed in Project design was proven
incorrect by ONERN (1979). Consequently the expectations, especially of
potential pasture-land, were over-optimistic as over 902 of the land thought
fit for pasture in 1976 was assigned forestry capability in 1979 due to its
steep topography. Thus the roads can play an active part in encouraging land

misuse,

Criteria for the avoidance of erosion and runoff problems in road
construction were prepared by ONERN in 1980, It is not clear whether they
were studied by the road engineers but there is some evidence that they were
not applied. Inspection of road cuts, fills and drains for erosion damage,
overfills etc. should be more frequent. Roads drains should be cleaned and
roadside brush cut regularly. The additional maintenance equipment
recommended should be provided as soon as possible.

G. Environmental Protection and Resource Evaluation
1. Projects Goals and Attainmment
The Project's environmental protection and resource evaluation
provisions include:
(a) the making of studies, inventories and evaluations of natural
resources; (Contractor: ONERN)
(b) the preparation of an environmental protection plan hssed on the
results of (a); (Contractor: ONERN)
(¢) the choice, design and application of environmental saieguards in
the different project components.
(d) provision of technical assistance in resource comservation.
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The studies and inventories of natural resources, for which ONERN was
contracted, include soils, geomorphology, land capability, vegetation, fauna,
water resources and socio-economic aspects. In general they have been
well-executed, and are in keeping with ONERN's usual quality. However, their
completion has suffered serious delays due to B8AN's failure to provide air

photography on time.

Consequently the overall environmental protection plan due for
completion in 1980 is still incomplete (it is unow promised for January 1984

the last year of the Project).

A preliminary Basic Environmental Protection Plan was prepared by ONERN
and issued February 1979 wunder an AID donation agreement in partial
fulfillment of Condition Precedent Section 5.2 of the present project.

The choice and design of suitable environmetal safeguards has had to be
made orthe basis of this preliminary plan and of criteria from other sources,
They will probably require modification on the publication of the definitive

environmental protection plan.

In recognition of the environmeutal risks involved in wmechanized
land~-clearing SENAMA was required to prepare specifications for this activity
including slope limitations, soil selection, drainage and erosion control.
Technical assistance in soil conservation was to be provided to SENAMA and to

tiie extension services.

In another priority area for environmental safeguards ONERN was to
provide 8oil conservation guidelines for road alignment, construction,

protection and maintenance.

From the information at the disposal of the evaluators it would appear
that no effective specifications were applied by SENAMA in respect of the
environmetnal aspects of mechanized land-clearing. Consequently there have
been problems due to soil erosiomn, depletion and compaction in land cleared by

that agency.

Neither SENAMA nor the extension service received the required technical
agsistance in 80il conservation nor was this important subject given the
necessary emphasis in the training of extensionists or in the extension
message.

With regard to road alignment and related matters ONERN did provide a
set of guidelines on environmental safeguards for the road program. These
were excellent guidelines but they were not presented until March 1980 when
construction was already well under way.
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2. Implications in respect of Project Concept and Design
These goals had they been fulfilled both in content and in timing would
have gone some way to halt eunvironmental damage in the project sres. However
it is evident that they would not have gone far enough.

The Project as conceived was to provide key inputs that would enable
agricultural production to benefit optimally from the infrastructural
integration of the Central Huallaga in the national economy. These inputs
were to be applied to a region already showing symptoms of over—-population and
resource depletion. Logically the process of integration if not accompanied
by appropriate control measures was bound to aggravate these ills.

In these circumstances the highway program should have been preceded by
a thorough evaluation of natural resources as they then existed and by a
resource utilization, rehabilitation and conservation plan. As this
requirement was not fulfilled before the highways were built the need for it
was even more pressing as a pre-requisite not only for the design of this

project but for its very conception.

The resource-depletion symptoms observed by the evzluation mission in
1982, including erosion due to the widespread clearing of steep forest lands
for cropping and grazing, the extensin areas of "purma" with slopes of 702 and
more and the degradation of forest vegetation and soils due to
officially-authorized selective felling in protection areas, are not new
phenomena in the Central Huallaga. The present reviewer cam vouch for their
existencé as far back as 1966. The steady population growth - later
accelerated -~ coupled with very limited reserves of agricultural soils has
merely accentuated processes already underway.

If even ONERN's preliminary eunvironmental protection plan had been
prepared before the conceptuals of the project were fixed some serious
problems could have been avoided. In any event when the plan was issued in
February 1979 there was still time to effect some design changes that would
have been salutary for the project. One discrepancy the plan shows up is in
the areas of new land suitable for crops and pasture that would be made
accessible by the new roads; these areas are much smaller than those used in
justifying the feeder-road and land-clearing programs.

1f project goals for land-clearing are attained therefore a significant
proportion of land cleared will be in non-agricultural capability classes and
will suffer deterioration. This is already happening in land cleared for
pastures and for corm growing - the latter spurred by extensive conversion of
Class A valley-bottom land to irrigated rice.

No clearer evidence could be sought of this conflict between
production-oriented goals and environmental restraints than the fact reported
by both the evaluators and APODESA specialists that the Project is regularly
granting credit, extension and farm machinery services to farmers cultivating
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land unsuitable for arable crops owing to its steep topography and
susceptibility to erosion. A proper and timely land inventory in the hands of
persons with suitable experience would have averted this. The land-clearing
component would have been assigned a more limited role while watershed and
forest management-abgent entirely from the present project-would have occupied
a dominant position.

3. Implications for Other Projects

Fortunately the implications for other projects have mostly beea taken
to heart already. In all of the Central Selva development projects and in the
Jaen-Bagua~San Ignacio Special Project the basis has been the resource
“evaluation and environmental safeguards receive their due emphasis. In the
Pichis project the economic feasibility study took into account social costs
of resource depletion which provided a clear justification for a project
concept centered on the rational use of natural resources. With modern
resource evaluation techniques such as GIS there should be no excuse for
launching any rural development project without first making an inventory of
natural resources and an environmental protection plan,

PaRT III. CONCLUSIONS OF THE EVALUATION MISSION (SUMMARY)

A. General Conclusinons :
1. The evaluation assessed the efficiency and the effectiveness of the

component programs of the Project, drawing conclusions and presenting
recommendations. It may be concluded from this that save for delays in the
natural resource evaluation (not the fault of the Project) and for delays in
some programs the Project has attained its programmed goals. For a project of
this size and complexity this may be considered satisfactory.

As a consequence of the presence of the Project a number of factors
that are positive but are difficult to evaluate quantitatively are being
developed: increased employment, increased commercial activity, more
agricultural investment, incentives to private investment, technological
improvement of agriculture, up-grading of institutions 1in Tarapoto and
opportunities for agroindustrial investment.

With the correction of some deficiencies in the planning, execution
and operation of Project components, the investments made ir the area may be
expected to constitute a valuable contribution to regional and national

development,

The fact that the Project has not yet terminated leaves open the
possibility of applying corrections or adding new components which should have
been included from the start of the Project, for the need or which has only
become apprent during its execution.



2. The Project* suffered from the handicap of not having taken part in the
selection of priority components or in defining their content; consequently
the Project has had the task of executing programs conceived by other agencies.

Another handicap is the fact that although works and equipment have been
transferred to other agencies the Project remains responsible for the
attainment of goals in the components concerned, but lacks the authoricy
needed for their operation. Likewise the planning and execution of component
activities have been carried out without adequate coordination with some

future receiving agencies.

3. Coordination is also deficient among components of the Project
itself which are or should be complementary such as extension, credit,
mechanization and marketing. This is because there 1is no suitable
coordinating authority. Consequently the goals of each program have been
established independently without regard to the sequencial or causal relation
between goals of the different programs as for instance in the cases of
cadester & titling and of credits.

4, Not enough attention has been paid to GOP resources for operation
and maintenance of works and services, implying the risk of losing costly
investments, particularly in roads and in agricultural machinery. In the case
of roads there is an imbalance between investment in construction and in

maintenance.

5. Given the distance between the region and the main centers of
consumption, emphasis should be placed on value-added. In this conmnection the
Project should have included an agro-industrial component which would help to
optimize value-added as well as integrating different productive activities,
Industries should include animal feeds, meat and milk processing.

6. No studies seem to have been made of the comparative profitability
of livestock raising, forestry, farming aad agroforcstry. It may be that in
some areas well wmanaged forestry would be a more profitable asand permanent
activity than crop or animal husbandry and would require less protection or

subsidy support.

7. The lack of a research component in the Project is striking. This
component is needed in order to back up existing research capacity in the area.

8. The Project area possesses valuable forest resourcess which hitherto
have been tapped only through the selective felling of mahogany. The Project
includes credit provisions for reforestation which have not been used. The
Project should have a forestry component in order to achieve better and more
rational use of these valuable resources.

*In the conclusions and recommendations of the Evaluation Mission the term
"Project" refers to the Proyecto Especial Huallaga Central y Bajo Mayo
(PEHCBM) .



=23=

9. In view of the heavy investment in machinery by GOP and private
enterprise there is a need for technical assistance iua operation and

maintenance and for repair workshops.

10. In order to insure efficient performance in project coordination
there is a need for a follow-up wechanism for Project components, including a
reporting system based on indicators. These should include social and
productive indicators which are important in assessing project impact.

11. The multiplicity of agencies performing similar or ill-defined
functions which typefies government institutions in the country ia genecral has
contributed to the Project's coordination problems.

12, Little attention has been paid to personmel selection or training in
connection with the operation and maintenance of the equipment and services
provided by the Project.

13. The "low-cost" concept claimed for the Project may be realized if
full use is made of the installed capacity of all the public agencies in the
region but to determine whether the cost was low or high would need an
analysis in terms of the output-capital ratio. In the case of roads for
instance, was the cost of the Project's approach lower than assigning funds to
the Ministry of Transport and letting it do the rest? It would seem that the
benefits of the Project rather than cheapness are to be found in the greater
ease and efficiency of having it all under the Project's responsibility.
Likewise low cost might be achieved at the expense of quality; cost then is
not the only criterion,

14. Tne Project's impact is being felt in the growth of cities in the
region such as Tarapoto, Bellavista and Juanjui, where deficiencies are now
being felt in social services and infrastructure, especially in public health.

15. Finally, the placing of the Rxecutive Direction of the Project
directly under the Prime Minister's Office assures it more support at the
policy-making level but does mnot give it the authority it needs for
effectively coordinating the agencies thac participate directly or indirectly
in the different programs of the Project.

B. Evaluation Mission's Specific Conclusions by Project Components
1., The infrastructural components have provided a valuable base for the
promotion of socio-economic development through the various service programs.

2, Performance has been evaluated in terms of
(a) the efficiency wilth which programs have been conducted;

(b) their effectiveness or impact.
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3. Efficiency includes progress in acquisitions, installations and
construction and in the operation of the corresponding services. Nearly 100%
fulfillment was achieved in respect of the former (roads, extenmsion equipment,
grain stores and agricultural machinery). Fulfillment in respect of services

wvas less complete:

(a) In extension after a good start achievement dropped in 1982
to only 46Z of goals set. Apart from numerical deficiencies there were others
o a methodological nature peculiar to INIPA; 762 of the personnel programmed

were engaged.
(b) The credit program achieved 672 1l/of the programmed number
of loans and 61% 1/ "of the total programmed value in dollars with a 1982
decline from higher figures in the earlier years.. Deficiencies in extension
have been an important contributing factor.

(c¢) Road maintenance has suffered from insufficient personnel and

equipment.

In Land Titling cartography achieved 100X but cadaster lagged,
holding up titling which in consequence logged partial percentages between 20%
and 58%.

(d) Grain store operation under ENCI has shown steady growth in
volume; there are some deficieacies in personnel training.

(e) In Mechanization 702 of land-clearing goals and 932 of
land-preparation goals were attained?/. A limiting factor was the lack of
credit facilities.

(f) The Natural Resource Evaluation program is well behind
schedule becuas SAN failed to provide ONERN with the programmed aerial

photographic flights.

4. A general conclusion that emerges from the operation of the different
components is that the tasks and goals assigned to agencies such as INIPA,
SENAMA, BENCI, Agriculture and Transport wvere not always programmed in
consultation with these agencies so that execution tended to suffer from
financial and personnel limitations.

5. In general it is premature to make a full evaluation of the Project's
impact in its grea of influence, but there are some indicators that permit a
(preliminary) assessment such as:

(a) Integration of hitherto isolated areas;

(b) Contribution to the increased cropped area, in particular
the aras under corn and rice;

(c) Higher employment levels;

1/ But see Part II B.
2/ But see Part II D.
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(d) Increased commercial activity due to improved incomes and
to incorporation of previously isolated areas;

(e) Capitalization due to acquisition of improved livestock,
equipment and intallations,

(£) Incentives to the private sector in commercial and service
activities in function of increased agricultural activity.

(g) Initiation of the multiplier effect in farm technology
improvement ;1

(h) Settlement of farmers on their land;

(i) Up-grading of existing public and private imstitutions in

Tarapoto and creation of others as a result of the
agricultural activities,

(3) Increase 1in volume of grains stored, insuring their
marketing and profitability, also increased slaughterhouse
capacity; )

(k) Creation of opportunities for future agroindustrial

development in the zone.
1/ But see Part II A.

PART IV. CONCLUSIONS ARISING FROM THE PRESENT REVIEW

A. Institutional Structure
The Project 1is evolving from a package of activities with a strong

emphasis on infrastructure to an integrated regional development project.
This trend wi.l be further accentuated to the extent to which the Evaluation
Mission's recommendations concerning additional components are implemented.

Some of the defects in the fulfillment of project goals have been due to
lak of authority om the part of the Project Office vis-a-vis cooperationg GOP
agencies with which the Project Office has entered into agreements, for
example in cadaster and titling, credits and extension.

The addition of further components such as forestry, research,
agroindustries and social services, will aggravate this weakness. In any
event a viable institutional mechanism will be needed to ensure the efficient
future administration of services set up through the agency of the Project.

Recommendations arising from the foregoing are formulated by the
Evaluation Mission (Part V of this report) and by the present reviewer (Part

vI).

B. Resource Use Technology
Study of the Project rationale and of the Project's performance raises

basic questions concerning the viability of the Project concept.

1. The Change to Continuous Cropping
The Project Paper assumes that:
(a) it is technically possible to convert land previously under
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shifting cultivation to a system of continuous cropping using the
technology developed by the Dutch mission at Tarapoto;

(b) it is techically and economically feasible to apply this
system on a commercial scale;

(¢) the extensionists can get the farmers to successfully
implement the system throughout the Project area

(d) the incremental cropped area programmed would be achieved by
mechanized clearing of land formerly under shifting cultivation
and the application thereon of the sbove-mentioned technology.

In the event, the combined areas in rice, corn, cotton, tobacco and
bananas in the Tarapoto, Lamas and Cenral Huallaga zones expanded by 37,000
hectares (a 1112 increase) between 1978 and 1982, compared to a programmed
increase of only 26,000 Has. in the whole Project area. Mechanized
land-clearing only began in 1981 and had not reached the 1,000 hectare mark at
the time of the evaluation. Therefore virtually all the incremental area may
be assumed to have been achieved by the traditional slash-and-burn method.

Gross production increased in approximately the same proportion,
revealing essentially unchanged yields.

The Dutch technological package has not been adopted to a significant
extent. As the Evaluation Report (Volume 2) states, the spread of improved
practices and inputs has been confined to a small group of direact
beneficiarias under the T. & V, system, and there is no record of their having
adopted the Dutch technology, which involves 2 substantial degree of
innovation and is costly.

More farmlevel adaptive research is needed on this aspect before it can
be assumed that farmers in the area can make the change from shifting to
permanent agriculture.

The fact that doubt exists on this point suggests that the Project
concept may prove to have been over-optimistic in an aspect that was basic to
the Project's success.

On the other hand, irrigated rice growing on river-terrace lands with
adoption of appropriate technology and equipment shows excellent prospects in
the Project area.

2. Natural Resource Evaluation and Environmental Protection
The Project was introduced in a region that was already suffering the
effects of pupulation pressure; land-rotation cycles were shortening year by
year; logging and farming of steep hillsides were widespread; erosion and
related environmental problems were clearly in evidence.

The Project's answers to this were:
a) to make new land available by means of the feeder~road program;
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b) to avoid wasteful use of farm~land by introducing permanent cropping
systems and use of machinery;

c) to commission a full environmental protection plan by ONERN;

d) soil conservation precautions to be applied by SENAMA;

e) technical assistance in conservation to SENAMA and to the extemsion
service.

In the event:
a) The extent of new farm—land made available by the feeder-roads was

exaggerated, according to ONERN's preliminary ecvironmental protection
plan, and resource evaluation published in March 1979.

b) The feasibility of the change from shifting to permanent agricultue
has not yet been demonstrated (except on some terrace lands that are
mainly used for rice-growing).

c¢) The f{ull ONERN environmenal protection plan, due in 1980, is still
awaited.

d) SENAMA apparently did not apply soil conservation measures or
prcautions in land-clearing; there is evidence of erosion in land
cleared by that agency. '

e) No technical assistance in soil conservation wzs given to SENAMA or
to the extension services,

No action appears to have been programmed or taken by the Project to
stop selective logging and farming on steep slopes. The Evaluation rightly
recomnends the addition of a forestry component to the Project and the
declaration of protection forests.

The lack of an integrated resource use and comnservation approach is one
of the Project's most serious weaknesses, the effects of which are
increasingly evident as the Project broadens in scope to become, as it must,
an integratd regional development project.

Recommendations to correct this deficiency are presented in Part V and
VI.

C. Credit Program
In addition to the problems revealed by the Evaluation, emphasis 1is
given in the present review to the implications of a high inflation rate and
negative real rates of interest, in terms of decapitalization and of inability
to reach more than a small proportion of the potentisl beneficiaries. These
implications and alternative solutions such as indexing, positive interest
rates, outright grants and subsidies, are discussed in Part I.B.

The Project Paper (p. 14) claims that "credit and extension services
will be made available to at least 15,000 farmers on a regular basis." It
also claimed an expansion of 26,000 hectares in the cropped area and the
establishment of permanent pastures and tree crops on another 50,000
hectares., The clearing of this land is one of the main objectives of the
credit program. Of these areas, it is proposed that at least 23,000 hectares
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of crop land and a further 20,000 hectares for pasture will be incorporated by
mechanical clearing, at an estimated average cost of $350/Ha. - a total cost
0% around US$ 15 millions. However, the total sum provided for credit by the
Project is US$3,152,000 of which 352 or $1,103,200 is assigned for
land=clearing, sufficient for clearing only 3,152 hectares.

In the event, the demand for farm-land resulted in the imncorporation of
some 40,000 hectares of farmland without resource to the Project's credit or
farm machinery programg, presumably by the slash-and-burn system, which the
Project was supposed to eradicate.

The average size of loans was $4,834, With the complete
decapitalization of the loan fund under the influence of inflaton and negative
interest rates, there will be no rotation of credit funds. Consequently, the
$3,152,000 will provide loans for only 652 farmers instead of the 15,000

proposed in the Project Paper.

The number of beneficiaries could be doubled if indexing or positive
interest-rates were adopted. Assuming 1002 rotation of the funds during 20
years, the total loan volume would attain $6,304,000. If this fund were to
reach 13,000 beneficiaries, the average loan size would have to be reduced to
$420, less than 10% of the average to date. If all of this were devoted to
land-clearing this would mean only 1.2 hectares per beneficiary, which is an
uneconomic area for mechanized land-clearing, but would permit the clearing of
18,000 hectares. If 352 were devoted to land-clearing as programmed, either
the individual area would be reduced to 0.42 hectares or the number of
benficiaries would be proportionately reduced. At the present average of
12.53 Has. per beneficiary with 1002 rotation of credit funds, and 35%
devoted to land-clearing, 495 land-clearing lcans could be granted, equivalent
to 6,304 Has.

The implication for the Project is that the credit program is too
small. If it could be demonstrated that the program exerts a leverage effect,
encouraging other sources of credit and machinery services, a credit progranm
of these limited dimensions might be justifiable. However, the fact that
40,000 hectares have been cleared, without credit, suggests that no such
leverage has been obtained.

PART V RECOMMENDATION OF THE EVALUATION MISSION (SUMMARY)

A. General Recommendations

1. Insure the necessary budgetary provisions at the termination of the

Project so that each component can continue to operate.

2, Set up a mechanism to coordinate actions of the different project
components, especially extension, credit, mechanization and marketing.

3. Speed up the resource evaluation program so as to proceed as soon as
possible with the envirommental protection planm.
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4, Reprogram component activities so as to insure better timing and the
soncentration of funds and personnel on critical activities which constitute

potential bottlenccks,

5. Design and initiate five new components:

i. Research, in coordination with extension, with emphasis on rice
and corn varieties, irrigation and animal nutritionm.

ii. Agroindustries, includiug feed compounding, wmeat and wmilk
processing.

iii. Forestry, with emphasis on forest managment so as to insure a
better and more rational utilization of forest resources.

iv. Fisheries and fish-farming

v, Social services (not included as a project component)

6. Extend the Loan Agreement 8o as to develop these five proposed
components.

7. Evaluation of the profitability of the investments in crop, livestock,
agroforestry and forestry activities so as to orient producers iu their
investments.

8. Establish under contract with INP or the university, an informatiom
system that will permit a satisfactory ex-post evaluation of the project. The
study made in 1980 by the University of Berlin would offer a good methodology.

9. Intensify relations between the project and the local population and
local goverunments in order to avoid the Project becoming merely a technical
and administrative liaison office for physical planning.

10. The GOP should in the coming years, de-emphasize investments in
physical infrastructure and make good the deficiencies in social services in
the area, leaving the role of expanding production to the private sector.

11. Insure the implementaion of the Taranoto urban plan and intensify urban
services in Juanjui and Bellavista to cope with dynamic population growth.

12. Special study by the Project in order to develop specifications for
low-cost feeder roads suitable for the region.

13, Establish an effective supervision wmechanism which will insure that
recipient institutions manage properly the works and equipment transferred by
the Project. Alternatively, the Project Office might continue to manage some
components until termination and wultimate hand-over to the Regional
Corporation.

14. Some institution should identify, evaluate and program investments
among 3ectors and, for each sector, determine the resources that should be
devoted to new works or to the opeation and maintenance of existing works and
services. This institution should logically be the Regional Corporation.
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15. Make a comparative analysis of the efficiency of administering certain
components such as the machinery services for example, by SENAMA in Lima, by
the Project or by the Regional Corporation.

16, Examine the desirability of CORDESAM participating in the following

activities:

(a)

(b)

(c)

Coordination with local agencies in charge of works,
installations, resources and activities and the taking of such
actions as will insure their effective operation after Project
termination.

Ownership of the equipment and installations acquired through the
Project, handing over only their wmanagement to the respective
local agencies,

Establishment of a study and coordination committee to make
ongoing evaluation of the impact of activities initiated by the
Project, in terms of:

- integration of outlying areas;

- expansion of farm production in area and/or intensification;

- job opportunities;

-~ increased purchasing-power and its effect on the development of
different sectors; '

- technological intensification of agriculture as a result of
investment, technical assistance and evaluation;

- permanent settlement of farmers as a growing productive force;

- institutional presence of che different official agencies at
regional level;

- organization of second-stage private institutions;

- progress in logistic implementation in respect of storage,
marketing, input supplies and haulage of produce to and from the
Project area;

- agroindustrial development generated or induced by the Project.

17. Consider the following alternative solutions to the problem of the
continuity of actions and policies initiated by th Project:

(a)

(b)
(c)

(d)

Maintain the Executive Direction and widen its functinns as the
authority incharge of institutional coordination;

Transfer everything to CORDESAM;

leave maintenance and operation of services with the GOP agencies

now in charge;
Combine a) and b), maintaining the Executive Direction as a

technical arwm of CORDESAM.

18. Dimension the activities of each component, jointly with the receiving
agency, 80 as to ensure correct and timely allocation of resources;

19. As a general recommendation in the light of experience in this Project,
any similar project should begin its activities with an introductory regional
seminar attended by all the institutions in any way involved in any phase of
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the project. This would provide an opportunity to wodify its content in
accordance with the experience of locally-established institutions. Tl same
participants should make a quarterly evaluation of works and activities
performed. The Regional Corporation will be the institution to achieve this

inter—-agency coordination.

20. INP to consider study of river transport as a complement to road
traansport.,

B. Evaluation Mission's Recommendations by Project Components
1. Extension Program

i. Redesign the program adapting the T. & V. method to the reality of
the Project area, with special reference to the following:
a) The program to be confined to a pilot area;
b) Message to include topics of local ianterest such as
irrigation, land-clearing, economic and market aspects;
) New choice of direct beneficiaries in accnrdance with social
criteria, &s explained in the Evaluation Report on the Program;
d) Inclusion of technicians from other agencies.

ii., Make provision for the future of the staff at present financed by
the Project.

2. Credit Program
- Speed up the granting of loans,
- Assign functions and responsibilities to the Credit Committee; .
- In the event the funds assigned by GOP are not sufficient to speed up
the credit programs, negotiate an increased AID participation, up from
352 to the original 582 of the total fund;
- Up-date the technical assistance agreement to establish actions
relating to the credit program.
- Program remaining credit funds, specifying types of investment loans;
- Improve the present reporting system, including decision-making
criteria and a better evaluation of Program execution,

3. Boad Construction and Maintenance Program

- Study and adopt design specifications for highways and feeder-roads in
Jungle regions, having regard, inter alia, to progressive upgrading of
highways, provisions in respect of climate and soils, and the matching
of equipment to width of road-bed.

- Initiate the maintenance of the roads built and improved by the
Project with due attention to budget requirements and measures to
prevent damage in rainy periods.

4. Land Titling Program
- Study modification of the legal formalities in order to speed up
titling.
- Put more emphasis onthe reversion of lapsed titles which would, in a
short time, double the area titled.
- Set up an office of the Public Register in Tarapoto.




5. Grain Storage Program
- Improve stores installed, to provide suitable ventilation, protection

of weighbridges (platform-scales), and equipment for pre-cleaning and
drying.

- Investigate how to set up a fund for maintenance and replacement based
on a margin between buying and selling prices of maize and sorghum.

6. Mechanizacion Program
- Provide sufficient credit funds to finance machinery services,

= Include in the Extension Program instruction on maintenance and
operation of farm machinery.

- Acquisition of more appropriate land-clearing equipment for the
vegetation to be cleared. '

7. Resource Evaluation Program

i. Re-structure and put on an operational footing the Forestry
Disricts in the zone, so that they can, in accordance with a
Forest Management Plan, take action on such aspects as the
following: :

a) Declaration of protection forests as conservation units

b) Revision of logging contracts and permits and proper control
of the location of new ones,.

c) Derogation cf legislation declaring the Shanusi-Alto Mayo and
Saposoa forests as "freely available",

d) Study of the comparative economics of forestry and agriculture.

ii. Espand the Extension, Credit and Mechanization programs to include
forestry, and initiate credit activities for reforestation.

PART VI. RECOMMENDATIONS ARISING FROM THE PRESENT REVIEW

A. General Recommendations

l., The present review bears out the general recommendations of the
Bvaluation Report. However, as these are numerous, while time and resources
are limited, it is desirable to determine priorities and, where alternatives
are put forward, attempt a selection.

2. Several of the evaluators' recommendations relste to the institutional
structure needed for the future exercise of Project functions. (See
recommendations 1,2,4,5,6,13,14,16,17 and 18 of Part IV-A).

3. The Project's interests and responsibilities have broadened
considerably. Additiomal components are proposed. Social services and
implications should be covered. This means a ueed for the Project's continued
effective presence in the area.
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B. Specific Recommendations by Project Components

1. Extension Program

2.

3.

1.1

1.2

In the proposed pilot-scale application of the T. & V. method, in
addition to the recommendations of the evaluators, steps should be
taken to up-grade the technical standard of the sectoristas. This

can be done by:

a) selection among existing staff

b) training at research centers, and courses in extension
methods

c). improved salary conditions and arrangements for continuity

of employment.

With the introduction of the research component to the Project,
there thiould be closer integration between research and exteunsion,
including the conduction of oan-farm adaptive research by members
of the uxtension service under the supervision of research staff.

Credit Program

2.1

2.2

2.3

In view of the adverse effects of inflation and negative real
interest rates in terms of decapitalization of credit funds and
the consequent inability to reach all the potential
beneficiaries, an in-depth study should be made of possible
solutions, such as indexing, real interest-rates, replacement of
the subsidy element in present credits by a system of price
subsidies, and the introduction of land-improvement grants.

De~emphasis of equipment loans in favor of farm-improvement and
reforestation loans.

Improve the efficiency of the 1loan placement and follow-up
procedures, defining more clearly the institutional

responsibilities.

Road Comstruction and Maintenance nggram

3.1

3.2

The proposed ONERN inspection of roads in the Project area to
assess environmental damage and the degree of compliance with
ONERN's guidelines should be carried out and be repeated annually,
with the aid of remote sensing.

Increased provision of personnel and equipment for road
maintenance.

4. Land Titling;P:ggtam

No additional recommendations, but the need to streamline and to speed
up the cadaster and titling procedures is emphasized.



5. Grain Storage Program

5.1 Modifications of ENCI's price structure for corn and sorghum to
allow a reasonable margin for transportation to Lima and other
distant markets, as a means of encouraging long-distance truck

operators.

6. Mechanization Program

6.1 A program of field trials should be conducted in order to
determine the equipment and methods that offer optimal technical
and economic feasibility for land-clearing under the conditions
prevailing in the area.

6.2 Preparation of soil-conservation guidelines for land-clearing.

7. Resource Evaluation and Environmental Protection Program

7.1 In addition to the evaluators' recommendations, the provisions in
the Project Paper for technical assistance in soil conservation to
SENAMA and to the extension service should be implemented.

7.2 Because environmental protection is a relatively new concept
involving many sectors and groups, a central environmental
protection unit should be set up to conduct studies, collect and
process data on resouce use and envivoomental damage, prepare
norms and specifications, channel international technical
assistance and provide supervision and guidance to agencies and
programs concerned with resource management.

7.3 The recommendation concerning the prompt completion of the
long-overdue Environmental Protection Plan by ONERN in underlined.

7.4 Representations should be effected at high level to evercome
obstacles due to unon-fulfilment of SAN's aerial photography
commitments,

PART VII. SUGGESTED POLICY GUIDELINES FOR AID

A. In respect to the present Project

1. In spite of many difficulties and some defects, the Project has made an
important contribution to the orderly development of the area. The department
of San Martin is one of the most-studied ares of tropical America and has been
the subject of several international technical assistance projects, but the
present project is the first that has attempted something approaching an
integrated development program in the area. In the five years since the
signing of the loan agreement, AID staff have become familiar with the region
and its problems and Peruvian officials have acquired valuable experience in
the application of AID procedures. A team approach has been worked out,
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2. The September 1982 evaluation has shown that, despite numerous previous
studies and T.A. programs, this region still needs outside help if it is to
realize its development potential. The present project has broadened in scope
and the evaluators rightly recommend a number of additional components,
particularly in research, forestry, resource evaluation, environmental
protection and social services. If these recommendations are adopted, the
Project will complete its transformation from a 1largely infrastructural
program to an integrated development project.

3. This transformation coanstitutes an opportuanity for AID to play a leading
role in the development of one of the most promising areas of Peru.

The continued presence of AID in the region is therefore desirable both
for Peru and for the United States Goverument.

4, The actions required to implement the evaluators' recommendatiomns imply
several years of concerted effort and a substantial ongoing investment. The
latter will logically be devoted less to physical infrastructure than to
services —-and, to a lesser extent, to equipment.

S. The first step therefore should be a round of discussions with Peruvian
officials, leading to the negotiation of an extension of the preseat loan
agreement to cover a second stage with a two or three-year duration. AID's
contribution in this second stage should address particularly the following
aspects:

a) Agricultural research, specially in irrigated rice-growing and adaptive
research for continuous cropping as an alternative to shifting
cultivation.

b) Agro-industries: assistance in the identification of investment needs
and cpportunities.

c) Porestry: development and application of appropriate managemenet
systems, and technical support to the DGFF in the area.

d) Environmental protection: execution of watershed management programs,
implementation of the ONERN environmental protection plan and of the
proposed Environmental Protection Unit; guidance in envirommental
education, and the monitoring of land-use with the aid of remote
sensing.

e) Social studiesg: study, evaluations and interpretation of social
parameters and constraints in development and in technology transfer,

£) Urban planning and development, particularly in Tarapoto, Bellavista
and Juanjuf.

g) Energy as related to rural and agro-industrial needs.

h) Project evaluation: establishment of an appropriate information system
and indicators for ex-post evaluation. This is currently being worked
on by APODESA.

6. In the conception, design and planning of the proposed second stage of
the Project, care should be taken to insure the participation of the agencies
in whose sectors or areas of responsibility the various project components
will operate.
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B. In respect of other Junge projects in Peru

Several of the lessons learnt in the ezecution of this Project have already
been applied in others.

l. In the Pichis Project =-also related to the Marginal Highway- ONERN
presented a full natural resources inventory in 1981, twelve months before the
signing of the Loan Agreement with the IDB, and before the start of
road-building in the area. This gave time for the preparation of a space
occupation plan aand, subsequently, of a land-settlement or colonization plan
with demarcation and declaration of protection forests, All of these actioms
were completed before inmigration to the area reached unmanageable
proportions. This should be a requirement for all future regional development

projects.

2. "Sub-Tropical Lands" according to the Project Paper, does not pretend to
be a colonization project. However, it has had to address land-settlement and
titling in a region which already has a long history of human settlement and
which is wundergoing rapid population growth and redistribution. No
development project can afford to overlook existing problems of
population-pressure and resource depletion.

3. Much as one way wish to limit a project to a few aspects of rural
development, the interactions among the many activities will inevitably
involve the projact. An objective evaluation may well be forced to address a
given parameter even though the evaluation criteria proposed by the project
exclude it. A case in point was the ommision of a forestry component from the
present project and its consequent omission from the evaluation indicators,
which did not however absolve the project from evaluation on this point,

4. Production-oriented rural development projects must be based on
appropriate technology, known to be technically and economically feasible and
acceptable to the farmers of the area, not on technological packages develop«d
in research programs and relatively untried on typical local farms.

5. For the proper evaluation of project performance during execution and
ex-post, a suitable set of evaluation criteria must be established, and the
types of information needed and their sources identified before the initiation

of the project.

6. All possible influence s8hould be exerted to overcome two serious

bottlenecks in Selva development:
a) The lack of fulfillment by SAN (Servicio Aerofotogrdfico Nacional) of
its obligations and its monopoly position which precludes recourse to other

contractors;
" b) The extremely cumbersome legal and bureaucratic procedures in cadaster

and titling.
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PART VIII. SUGGESTED ROLE OF APODESA

Many of the recommendations, both of the evaluators and of the present
review, involve topics that are in APODESA's area of competence. These

include:

- B8ociological and anthropological studies and research;

- economic studies, for example of farm and forest production,
agroindustries, credit, etc.;

- collection, analysis and dissemination of statistical and other
information concerning the operation and impact of the Project;

- liaison between the Project and other projects and institutions involved
or interested in jungle development;

- channeling of technical information from other countries or regions to
the Project office.

APODESA should intensify its present program of activities, including
periodical visits to all the jungle projects. Also, as soon as possible, it
should complete its professional team and AID's technical advisors should be

appointed.

A specific task assigned to APODESA and in active execution 1is tha
formulation of a program of environmental protec*ion and resource management
activities in the Central Huallaga region for waich it is hoped to obtain
financial support from the United Nations Enviroumental Program. This work
will fit very well with the environmental activities proposed for the Project.

Another highly important activity at present under execution by APODESA is
the preparation of a set of criteria and indicators for the evaluation of
development projects in the Selva region.



TABIE 4. EFFICIENCY & EFFECTIVENESS

OF MOJECT ACTIVITIES

Activity

Efficiency (Attainment of Goals)

Effectiveness (Impact)

Corrective Action Required
in the Project Area

Guidelines for AID in angoing or
new Selva Development Projects

Road Construction
Inprovement &
Maintenance

. Effectiveness depended on
correct assesgment of agri-—
cultural land made available
and on action by other com—
ponents to ensure correct
land use.
. Area was over—estimated.
Other camponents didn't
neet goal; as a result se—
rious land depredation has
occurred in high land made
accessible by roads.

. More investment in persomel
and equipment for road mainte-
nance.

« See recaommendations for envi-
ramental protection and for—
estry.

Apply soil conservation speci-
fications in road building and
maintensnce.

. Revise policy for cost
escalation, as the present MIC
polynomial method inflates
dollar costs excessively.

. Avoid over—design of feeder-
roads; do not accept MIC's Grade
3 just because this is the low-
est grade MIC will maintain;
specify maintenance by other
agency if neceesary.

. Incorporate envirormental
parameters in road design speci-
fications and maintenance pro-
gram.

Grain Stores

Construction 100%
Improvement 1002
Maintenmce S0%
Construction 100%

Minor technical defects in same
stores.

. Steady growth in volumes of
grains stored and marketed.

. Bottleneck due to lack of
price margin for transport
from stores to distant markets;
sare deficiencies in persamel
training.

. Lack of liquidity in AgBank
has caused up to 2 months de-
lays in payments to famers,

« Correct minor defects in
gtores,

« ENCIL to re—design its price
structure to allow adequate
margin for long—distance trans-
portation; improve personnel
training.

. AgBank to overcame liquidity
problems.

. Creation of an agro-industrial
component in the Project.

» In some cases AID should sup—
plement infrastructural input
with technical assistance to
ensure efficient operation of
the system or agencies respon—
sible for storage and marketing
(examples: price structuring,
training of store supervisors,
accounting by payment systems).
 Agro-industries will usually
need encouragement through Proj-
ect-sponsored pranotion activi-
ties.



Activity

Efficiency (Attainment of Goals)

Eftectiveness (Impact)

Corrective Action Required
in the Project Area

Guidelines for ATD in angoing or .

Extension

Persamel 76%
Fquipment 634
Weighted average of indicators as

No. of agr. de enlace, irradiados,

courses, visits, denmnstrations:

Pre-Oct. 81 0%
Post-Oct. 81 46% (T&V system)
"Agr. de Enlace 487
"Irradiados" (174

. No yield increases recorded.
Crop production doubled but
cropped area wore than
doubled (lower fertility land
brought in).

. Alnost no use of high tech—
nology (Dutch system).

. Mesgage stereotyped, not
adapted to local needs, cul-
ture or seasons,

. Poor choice of "agr. d. enr
lace".

. Insufficient training of
sectoristas.

. Hasty introduction of T&V
method.

. No feed-back fram sectoris-
tas.

. Contine T. & V. method on
pilot scale, with message
adapted to local needs, cultures,
crops, seasons, soil, climate;
provide for effective feed-back
from sectoristas,

. Better choice of “agr. de
enlace",

. Increased involvement of the
ENIEL Rural Cammmications

Pilot Project.

. Upgrade techmical levels of
sectoristas.

. INIPA to evaluate pilot opera-
tion after 2 years.

. INIPA to make budgetary provi-
sion for future operation.

new Selva Development Projects

. When there is a sure relation
between project inputs and end-
result, goals expressing supply
of inputs are a fair evaluation
indicator. This 18 not the case
with extension as at present
organized in Peru.

« Before including extension
inputs in any development proj-
ect we should be satisfied with
the potential effectiveness of
the method in use, then identilv
and justify the inputs needed to
realize this potential. (Exten
sion methods are currently being
exanined by AID and INIPA).

Credit Program

Total Loan Volume 51X of goal
No. of loans granted 31X of goal

Loan volunes by end—uses:% of goal

Mechanized land—clearing 20

Livestock develoment 76
Farm machinery and

equipment purchase 185
Irrig. works & farm struct. 8
Reforestatiaon 0
Fruit orchards 0
Repayment record

1981 7
1982 70.5%

. In general the effectiveness
was poor. Slow processing of
loans due to inefficient me-
chaniam involving AgBank,
INIPA, and PE,

. Favoritism: too many equip~
ment loans to least deserving
borrowers, at expense of land-
clearing and other end—uses.

. Inflationary erosion of cre-
dit funds due to negative
interest rates is already
under way and will resuit in
rapid exhaustion of funds
(i.e. no rotating credit), and
the credit program will oaly
reach a small fraction of po-
tential beneficiaries.

« Restore cut in credit fund from

$3.15 m. to $5.2 m.

. Inprove system for loan evalua-
tion, approval and followup.

. Ensure rational loan distribu-
tion anong end-uses.

. Examine the implications of
decapitalization due to negative
interest rates and consider gl-
ternatives such as:

— indexing;

- inrkind credits;

- direct price subsidies and/or
land inprovement grants in conr
junction with indexed or real
interest loans.

. A critical analysis should be
made of the implications of sub~
sidized credit under inflation-
ary conditions, and of posgible
altematives that would ensure
more equitable distribution of
loan funds and their safeguard-
ing against inflationary erosion
(see previous colum).

» The credit conmponent of amny
development project must include
an efficient mechanism for loan
placement and follow—up.

« Irkind credits a8 included in
the Central Selva Project should
be considered for all Selva
projects.



Activity

Lificiency (Attalizant of Coals)

Effectiveness (loyuct)

vorrective Action Requlved

Guidelines for AID in ongoing or ,

Cadaster &
Land Titling

3667 adjud. contracts 34,3L goal
1673 reversion resol. 76.7X% goal

. The project's goals for end
'83 were 15,000 titles and
2,180 reversions.
. At current inmigration rates
these goals seem low. Even
if they are sustained, titles
granted per month must i
crease to 800 from present
rate of 11l.
. bottlenecks were in cadaster
and in the cunbersame legal
mechaniem for titling; also
an uwieldy systm of bipartite
agreeuwents between Special
Project and govermient agen—
cies.
. Overall impact was not good;
the land tenure situation could
soon get out of hand.

. Replace existing agreements
by a tripartite agreenent.

» More enphasis on reversion
of lapsed titles,

. Set up an office of Public
Land Register in Tarapoto.

. Increase staff and budgetary
provisions in the cadastral and
land-titling cffices of the
Ministry of Agriculture in
order to achieve at least 800
titles per month,

. An overall study is requined
of the legal and administrative
mechanisis involved in order to
speed up cadaster and titling.

. The opening of 4 land registry
office in the project area
should be a C.P. in all Selva
developnent projects (as in the
case of the Central Selva Proj-
ect).

Farm Machinery
Services (SENAMA)

Land-clearing:

804 has = 18¢ of 1981/83 goal
Land~preparation:

1531 has = 34X of 1981/83 goal
Threshing:

480 has = I of 1981/83 goal

. Low output wus mainly due to
delays and difficulties in
abtaining credits.

. Mechenized land-clearing was
nent to be the gpear—point

of a mechanized high~technology
farming system to replace
shifting agriculture. As of
the evaluation, the area of
new fam land incorporated
was around 40,000 has, with
804 has. mechanically cleared
and the remainder under
shifting cultivation. The
land cleared by SENMA is
mostly suffering fram erosion,
due to types of equipment,
methods used, and to lack of
soil conservarion practrices
and precautions by SENAMA.

. Operating and maintenance
situation of SENAMA is
desperate.

. Caiplete reorganization of
SENAMA, especially in respect

of machinery operation, main-
tenance and repair.

. Inplenentacion of the prandsed
technical assistance to SENAMA
in soil conservatio.

. Prepuaration of acceptable
specifications conceming
nethods and equipment, prevention
of 8oild damahe and limiting
land sloped for clearing; these
should be preceeded by a program
of field-trials unler expert
supervisio.

. Resurption of land—clearing
with suitable support from the
credit program ad the extension
service.

« Before including a famm
machinery hiring camponent in a
developnent project, & careful
study should be made of the
technological, ecanamic and
envirawental inplications ot
nechanization, particularly as
regards nechunical land—
clearing; the latter should not
be made the basis for project
justification unless these
inplications can be show
through field trials under
representative conditions to
be favorable. Adequate funding
ad T.A. must be provided to the
executing agency to insure
efficient operation and mailnte—
nance.

. Steps should be taken to
insure sufficient and tinely
credit for machinery hiring.



Activity

Efficilency (Attainment of Goals)

Effectiveness (Iupact)

Corrective Action Required

Guidelines for AID in ongolng or

Enviramental
Protection and
Resource
Evaluation

Nue of the goals set by the
Project for this camponent was
attained.

a) The ONERN Enviromental Protec—
tion Plan scheduled for 1980
is still not ready (owing to
airphoto delays by SAN).

b) No Technical Assistance in soil
conservation was provided to
SINAMA or the Extension
Service.

¢) Soil conservation specifica-
tions for road building ceme
too late of use.

‘Ihe Project's goals were
insufficient exacting

. A 2-year time~lag in the
presentation of the Environ—
menral Projection Plan was
uwise in an area already
suffering serious resource
depletion,

.No forestry camponent was
included in the Project,
although it was known that
nuch of the area required
either couplete protection
or management for rational
forest production.

. There was no overall re-
source management concept in
Project design.

. Carpletion of the ONERN Envi-
Tormental Protection Plan as
soon as possible.

. Setting up of an Envirommental
Management Unit.

. Creatiom of a forestry comr
ponent in the Project.

. Capliance with provisions in
the Project Paper concerning
soil conservation assistance

to SENAMA and the extension
service.

. Inplementation of ONERN's
Enviromental Protection Plan.

» The principal lessons leamt
in this project have been the
need for a thorough resource
inventory including land-
capability classification, and
for an overall envirommental
protection plan, to be canpleted
before project initiation. ‘fhe
actions and mechanisms needed
for the plen's inplementation
should be incorporated in
project design and operating
plans, which also should in—
clude a suitabl)e resource-use
monitoring system, an the lines
of the Cantinuous Land Use Im—
ventory canponent of the Central
Selva Project.



