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"T. SUMMARY

The PIO/T called for special emphasis to be placed on practical, field-oriented
decision-making and documentation management, and on staffing and practical
training requirements. It was not difficult for the credit delivery specialist,
even in the limited amount of time available and under the difficult working
conditions discussed in Section II, to discover many weaknesses in the decision-
making and management systems in place in the field. His findings and recommenda-
tions form the bulk of Sections VI and VII to this report. The credit economist,
on the other hand, in his overall view of agricultural credit in Peru and the
economic realities of the Upper Huallaga region, argues that the weaknesses,
inefficiencies and lack of linkages observable in the field reflect a policy
framework that would be difficult to change at the level of the PEAH. Because

of the gravity of this finding and the radical nature of the restructuring of

the credit component implicit in this finding, the economic arguments are developed

in some detail in Sections III, IV, and V.

There is a structural difference between the first and the second halves of the
report. The second half of the report, in essence, attempts to respond to the
specific issues the team was asked tc address relating to field-oriented
decision-making, documentation management, staffing, and practical training
requirements, and so forth. The first half in essence, develops the premise
that these specific problems observable in the field are effects, not causes,

and that Project goals cannot be furthered with the credit fund as it is presently

structured.

The major conclusion of this report is that the Project poal of stimulating
agricultural activity in the areas as an alternative to coca production would

best be furthered by usinpg a major part of the PFAH credit fund to finance



viable agro-industrial projects in the Valley meeting certain employment-

generating criteria,

Specific findings and associated recommendations are listed below to provide
an overview of mission results. Each item listed is referenced to the page(s)
of the text of “he report where more detailed information concerning the finding

or recommendation can be found.

Items one through eight relate to a shift in emphasis of the credit component
to projects designed to increase microeconomic demand for legitimate products
of the valley. This recommended shift is predicated on the fact that (1)
demand for credit from individual farmers has significantly declined in the
past three years (see Table 1 on page 53) and (2) the professional judgment of
the MAST team that stimulating market demand for crops is the most productive
and efficient formula for generating additional output and income of the valley
residents. In the limited time possible for fiecld work by the team in the
project area, the most obvious possibility identified which would serve as a
vehicle to stimulate this microeconomic demand was the various agro-processing
and marketing proposals put forth by the CAS Naranjillo Cooperative. Other
agro-industrial projects which may be deserving of consideration may well exist
in the valley. However, their identification and recommendation will
necessarily have to wait further investigation under a separate effort. Ttem
nine is based on field work including interviews with local B.A.P. officials
directly involved with the administration of indexed loans. Item ten is a con-
clusion concerning the mix of technical assistance which would be required to

attend to the first eight items as we’l as items twelve through seventeen.

Items eleven through seventeen are designed to provide practical solutions to

the coordination problem identified between the B.A.P. and other institutional



actors in the project area. The most important premise for advancing these
recommendations is the June 7, 1984 Agreement of Understanding to promote
improved coordination for credit delivery and technical assistance signed

by the Ministry of Agriculture, INIPA and the B.A.P. These specific steps
included in this section are based on an identification of the administrative
constraints thrcugh lengthy discussions with personnel from the various insti-~

tutions working in the Alto Huallaga.

Ttems eighteen through twenty respond to specific questions directed to the
MAST team concerning administration of the project and a newly proposed in-
kind credit mechanism. The corresponding recommendations relate to an in-depth
examination of relevant documentation as well es interviews with appropriate

local staff, principally from the B.A.P. The itemized recommendations are:

1. Any activity that would have as a consequence an increase in micro-
economic demand for any of the possible substitutes for coca in the
Valley should be considered for financing under the PEAH, as it would

have an immediate impact on production. (see page 30)

2. The cacao processing plant is the prototype for the kind of activity
that should be financed with PEAH funds. USAID should lend its unquali-
fied support to the cacac processing plant to insure that it begin

operation at the earliest possible date. (see pape 35)

3. The Naranjillo Cooperative has plans in various stages of completion
for other agro-industrial projects that would replicate the potential
of their cacao processing plant for stimulating agricultural production

in the Upper Huallaga region, such as:



- the possibility of building a coffee roasting and packaging plant
- a prospect for a plaintain meal plant

- a feasibility study of a citrus processing plant. (see page 36—3T)

L. Other agro-industrial projects which may be deserving of consideration:

- a marketing or processing project for tea which would increase

the local market price for raw tea.

- others to be identified in the November, 1984 Agribusiness and

Marketing Study. (see page 37)

5. The criteria by which agro-industrial projects considered for funding

by the PEAH should be judged are of two general types:

a. no agro-industrial project should be funded which does not have
at least a reasonable chance of being viable in real terms in

the long run.

b. agro-industrial projects selected should have potential for sti-
mulating economic activity in the valley that would substitute

for coca farming. (sce page 39—L0)

6. To begin the process of selecting agro-industrial projects for funding,
USAID and the PEAH could contract with the Naranjillo Cooperative to
supply it with a plan of action for agro-industry in the Upper Huallaga

Region. (see page L0)
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To complement and balance the proposals solicited from the Naranjillo
Cooperative, USAID should advertise both locally and nationally that it
is willing to fund agro-industrial projects in the Upper Huallaga

region meeting certain employment generating criteria. (see pape h1)

If USAID and the PEAH decide to finance agro-industrial projects, using
B.A.P. as the lead institution to administer the funds through the
commercial banks and Bancoop is recommended. Incorporating the commer-

cial banks in the loan program will help keep scme of the funds from

being exported out of the region. This program will need more elaboration.

AID's agro-industrial development program in Jamaica is one model to be

studied. (sec page 41)

Until such time as the indexation of loans becomes a nationwide
banking system policy, the prospects for using it in the B.A.P., much
less in just one small part of the B.A.P., such as the Project area,
are virtually nil. Indexation should remain available to the B.A.P. as
one of the options it could offer its borrowers, but it should not be a

condition for a loan just within the project urea. (see pages L3— hl)

With regards to the future nced for and scope of work for technical
assistance required for the project, it is rccommended that intermittent
consultancies be employed rather than a single full-time credit adviser.

The recommended categories of specialist required would be:

Credit Strategy Specialist/Fconomist

Credit Relevancy Systems Specialist

Food Processing Specialist

Apricultural Storage, Handling and Distribution Specialist

- Financial Analyst (see papes 8h—85)
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12.

13.

Each of the three B.A.P. offices in the project area should receive

at least one new staff agronomist whose principal function would be to
work with new potential clients. These agronomists would work directly
with INIPA agents in the field so that loan applications and technical
evaluations can be done on the farm site. Additional vehicles should
be made available to these agronomists to provide maximum mobility.
PEAH should fund this reinforcement of personnel and vehicles via a

direct grant to the B.A.P. (see page 56)

Even though PEAH should consider directing its credit component to agro-
industry, the credit activities of B.A.P. should be supported. There
should be an effort undertaken to facilitate a coordinated service to
farmer clients by UNAS, the Ministry of Agriculture, INIPA and the
B.A.P. An institution rebuilding effort should be undertaken to address
policy, program and required resources for implementation. The June T,
1984 agreement between the Ministry of Agriculture, INIPA and B.A.P.
which lays out a program for carrying out joint activities in the agri-
cultural sector should serve as the legal base for building an effective
working relationship between these institutions for delivering of appro-
priate credit. The PEAH should take the initiative of converting this

document into an action plan for the Alto Huallaga Valley. (page 49— 50)

In order for INTPA agents to be active participants in the delivery of
agricultural credit, they must have a sound working knowledre of the
B.A.P. system, and while in the field, operate as a communications link
between the farmer client and the bank. PFAH should organize a schedule
to provide capacitation training to INTPA agents both in the form of

workshops and field orientation and practice. It is recommended that
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the National University for Tropical Agriculture (UNAS) become the
anchor around which this training is organized. It is suggested that
consultants be contracted to prepare and present an initial workshop

wvhich would focus on:

a. the practical elements of preparing an investment plan for a
farmer based on the available technical data relevant to the

region;

b. potential marketing avenues available for different crops including

agro-industrial processing;

c. the availability and cost of required financing to implement the

investment plan. (see pages 51—52)

Specialized Training modules should be developed in conjunction with

UNAS for B.A.P. personnel in the project area with emphasis on developing
skills for preparing and using standard budgeting models parallel to the
development and use of technological package. The objective of this
training would be to translate the rather formal, inflexible bank
terminology and procedures into a form which would be readily understood

by the average farmer. (see page 56)

To meet the immediate objective of the Project of fomenting alternative
uses of land, the PEAH funded extension specialists and researchers

should transfer the accumulated data on input resources gathered by the
Research Stations and UNAS from the laboratory to the farm site. A
practical first step in this direction would be to apply the soil analysis
capability to the ficlds of potential credit clients, using the INIPA

infrastructure as the principal channel. (sce page 57)
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17.

18.

19.

PEAH should establish a special task force to provide adequate resources
for cadaster surveys to speed up the process of granting Certificates of
Possession of the Ministry of Agriculture in lieu of land titles. If
the original budget for this activity is not sufficient to carry out
this work in an expeditious manner, then it should be reinforced as

required. (see page 60)

Pending a reinforced effort to complete cadastral data, the B.A.P. should
consider relaxing the requirements of the Certificate of Possession on an
exceptional basis in the event that cadaster services do not keep pace
with eradication of coca. A simple form signed by an INIPA agent could

serve as a temporary certificate for loan granting purposes. (see page 61)

For the purpose of documenting drawdowns on USAID funds to finance new
loan activity for the PEAH revolving fund, the accounting statements,
which present a summary of reconciled transactions for the loan approvals,
disbursements, cancellations and lapses should be used. AID can be
assured that this information flows from the normal accounting system,
subject to internal controls, reconciliations and audit of the Banco

Agrario. (sce page 68)

For the purpose of loan drawdowns by the Project, USAID should be satis-
fied first that the previous cumulative drawdowns are being utilized by
B.A.P. within the revolving fund condition of the agreement between PEAH
and B.A.P. This requires information of a global basis regarding the
flow of capital and interest payments back into the B.A.P. from their
outstanding loan portfolio. This data is made available through the
normal accounting system and shown on the B.A.P. regular monthly financial

statements. (see page 68)
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The in-kind credit mechanism for medium or long-term projects should be
tested on an experimental basis with either Bancoop or the commercial
banks. If proper guarantees to the financial institution, such as mini-
mum floor prices of the selected crop could be established, then the
system might be workable, and experimental loans should be attempted.

(see pages T6—7T)
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II. TINTRODUCTION

On June 24, 2984, an evaluation team fielded by Multinational Agribusiness
Systems Inc. (MASI), Arlington, Virginia arrived in Lima to assist the USAID
Mission and the Government of Peru to determine the most effective, efficient
and practical way to manage the credit funds available to the Special Upper
Huallaga Project, the PEAH. The field team consisted of team leader, Mr. John
F. Gadway, a credit economist, and Mr. Paul Stroh, a credit delivery specialist.
Their terms of reference are included as Appendix A to this Report. Project
Director in MASI's Home Office was Mr. Carl Metzger who edited the integrated
report and contributed to the conclusions and recommendations sections of the

report.

The Statement of Work called for considerable field work in the Project area.
After several days of reviewing documents and conducting the requisite inter-
views in Lima, the team prepared to depart for the Upper Huallaga Region.
Because of an increase in terrorist activity in the area and the arrival of a
long holiday weekend, however, they were advised by the Prcject Director, Mr.
Ramon A. Cornejo Saavedra, to delay their travel from Thursday to Monday. In
order to begin the field work on Monday the team traveled tc Tingo Maria on
Sunday, June 30. Work was interrupted once again a few days later by a large
terrorist attack on the Project headquarters and other targets in Aucayacu.
Eight Peruvian defenders were killed repulsing this attack. The high level of
terrorist activity in the valley made one of the specific tasks outlined in the

Statement of Work (meeting with farmer beneficiaries) virtually impossible.

Return to Lima was delayed by an interruption in scheduled air service between
Tingo Maria and Lima related to the terrorist activities. Once back in Lima,

on Friday, July 6, one of the team members, the credit economist, responded to
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an urgent request from the Mission to assist in another matter, and-was off

the Project until Friday the 13th of the following week. Both team members
agreed to stay in Peru a few extra days to make up the lost time, bul because

of the reduction in air service due to the Eastern Air Lines/Aero Peru dispute
and the increase in demand for seats due to the beginning of the Olympic games

in Los Angeles, it was not possibie to pget other reservations. Finally, as if
conspiring to rob the team of the little time it had left, Aero Peru moved the
departure time of the flight on which the team had reservetions up from 9:15 a.m.
July 19 to one minute before midnight, which meant thcy had to pack up and check
out of their hotels on the 18th, in effect, one duy earli:r than anticipated.

Only individual reports were submitted prior to departure.

Thus, for reasons completely beyond the control of MASI »>r the evaluation team,
the effective time available to the consultants in Peru was much less than the
amount envisioned in the Terms of Performance of the PIO/T, and no integrated
report was submitted nor critiqued by USAID prior to the team's departure. To
make up for this deficit in as far as possible, both teum members did additional
work at their respective offices in Miami and Arlington during the latter part
of July, and met for 10 more person days of work at MASI headquairters in
Arlington in August. A draft Final Report was reviewed by the Mission and
comments sent to MASI/Arlington in September. The team members reviewed the
comments and tried to respond to and be sensitive to those comments in this

final version of the Final Report.

Appendix B is the itinerary in Peru.
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AGRICULTURAL CREDIT IN PERU

A.

Policy Framework and Institutional Setting: The Central Role of the B.A.P.

1.

An Overview

Agricultural credit in Peru is dominated by the presence of the National
Agrarian Bank of Peru, the B.A.P., which is an old-line development bank
in the mold of many others that may be observed throughout Third World
countries. This bank owes its dominant position in the agricultural
sector in no small way to its interest rate structure, which may be
characterized first as being sharply negative in real terms »Hr all
loans made in Soles, due to the effects of inflation, and seccnd, as
decidedly perverse, in the sense that differential rates vary inversely
with the cost to the bank of providing the different types of service

in its portfolio. The effective rate in terms of the national currency
ranges from a low of 48.14% for loans made to small farmers for certain
purposes and for certain geographic areas, to a high of 1T4.55% for
large, short-term loans made in dollars. This rate structure has a
number of adverse effects on the agricultural sector in Peru and on the
operation of the B.A.P. itself, the most obvious and incontrovertible

of which is the rapid decapitalization of the agricultural bank.

Peruvian policy makers clearly understand that the present interest

rate structure will lead to the decapitalization of the B.A.P. It is
not clear, however, that they understand how quickly this decapitaliza-
tion can happen, or, indeed, even whether they view the decapitalization
of the development bank in strictly nepative terms. If they do view it
in negative terms, it is not clear that decapitalization appears to them

as anything more alarming than a necessary fact of life under present
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conditions. The assertion that something must be done quickly to help

the agricultural sector prevails over economic analysis.

The present structure of heavily subsidized credit to the agricultural
sector has an immediate consequence the sharp reduction in the total
amount of credit available to the sector. As a concomitant effect,

this structure causes the credit that does continue to flow into the
sector to be diverted away from those producers arguably most in need
of some form of subsidy toward those whose economic situation would
-give them access to commercial bank credit. Additional effects include
the well-known negative impact on the sector's aggregate production
function due to the distortion of market signals as to the real cost of
resources, as well as the squandering of real resources in the attempt
to capture the subsidy, on the one hand, and to ration it, on the other.
Finally, it may be pointed out that because transactions costs increase
in percentage terms as loans size diminishes, there exists for each rate
of interest a minimum loan size below which there is no actual subsidy.
We are left, therefore, with the uncomfortable thought that the present
system might in fact provide a subsidy only to the largest borrowers,
the balance of the presumed subsidy to small borrowers being consumed

in the operation of the clumsy subsidy rationing system itself.

Although there are powerful economic arguments against the present
interest rate policies of the B.A.P., the politicians who have set
these policies may nevertheless understand the system better than the
economists, being versed as they are in its usefulness as a means of
conferring benefits upon their constituents. In such a case, economic
arguments would not apply, being, at best, only a restatement of the

obvious. Such a pessimistic analysis is probably not warranted,
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however. On the one hand, the truths of economic science are frequently
far from obvious, many of its most basic tenets exhibiting a counter-
intuitive flavor. Even more importantly, most policy meakers are clearly
sincere in their desire to contribute to the general welfare of their
country, even if it may be pointed out that they tend to view the
general welfare through the prism of their own constituency. 1In the
analysis that follows, an effort will be made to demonstrate in
unequivocable terms the enormous cost to the Peruvian agricultural

sector of the current credit policies ostensibly designed for its benefit.

The Decapitalization of the B.A.P,

According to an analysis of the interest rate'structure of the B.A.P.
done by its own Planning Department on June 11, 1984, the Bank is
currently operating with an accounting deficit of expenses over income
of 21.33%. That is, the bank is losing capital even before taking the
impact of inflation on the value of its portfolio into account. Using
the same assumptions regarding inflation and exchange rate devaluation
employed by the B.A.P.'s Planning Department yields the disturbing con-
clusion that the bank is losing capital at the astonishing rate of about
8%% per month, which would give the value of its portfolio a half-life
of about seven to nine months. The numbers are so persuasive that it
would be naive to suppose that policy makers at the highest levels are
not aware of them. In other words, pointing out the fact that the bank
is being decapitalized is not going to change many votes, although the

rapidity of the present process may be unnerving to some.

A More Useful Way of Looking at the B.A.F.

There is, in fact, a more useful way of looking at what is happening to

the Peruvian Agricultural Bank, onec that corresponds more closely to the
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way the process is viewed by the Peruvians themselves. In the Peruvian
view, if the B.A.P. is losing capital at a rapid rate, well that can be
Just a difference in degree, not in kind, from what has been happening
for years. After all, according to this view, it is continually
recapitalized by the central government, and the B.A.P., after all,
isn't really a bank anyway, but just a development bank, which is
expected to lose capital, as part of the price the country is willing

to pay for development.

Instead of focusing on the decapitalization of the B.A.P., it is more
instructive to view the agrarian bank as an institution that somehow
has to manage huge swings in its liquidity. Long periods of drought
alternate with flash floods—an apt and perhaps not independent reflec-
tion of the ecosystem of the Peruvian coast where most of the B.A.P.'s
lending is concentrated. The same institution, with the same physical
plant, the same staff, and the same policies which at one time must be
geared to the severest rationing mode, may in the next instance find
itself attempting to manage the rational placement of enormous resources.
Many policies and procedures which in isolation may appear to be irra-
tional and without foundation may be explained as an institutional

reaction and adjustment to this reality.

As long as the B.A.P. is constrained by political considerations from
using market mechanisms to allocate resources to alternative uses, it
will be difficult to do away with the inefficiencies inherent in its

administrative structure. Inefficiencies that would not be tolerated
in a commercial bank in Peru are explained in terms which have little
or nothing to do with their real economic justification. The special

requirements and procedures that are frequently explained by reference
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to the lack of sophistication on the part of the Bank's small farmer
borrowers find their real economic Jjustification as the solution to
the rationing problem. Otherwise inexplicable departures from standard
banking practices that are the cause of much head shaking and finger
pointing on the part of outsiders likewise form part of the necessary

rationing system.

B. The B.A.P. lending Activities Contrasted with Commercial Bank Behavior:

Unintended Policy Effects

1. The Importance of Rate Policies in Explaining Bank Behavior

To appreciate the validity of this discussion it 1s necessary to
contemplate for a moment what would happen to the best run commercial
bank in Peru if one could somehow require that it operate with an
interest rate structure significantly lower than its competitors.

Almost instantly this bank would find itself in the midst of a liquidity
crisis of completely unmanageable proportions. Its credit department
would be swamped with loan applications, while outside, long lines

would be forming, ~s depositors sought to close out their accounts and
transfer their funds to institutions paying the going rate of interest.
The bank would be forced to close. But if you could also somehow
require that this tank not close its doors, perhaps with the pro-

mise to help it out occasionally with transfusions of capital, what kind
of changes would you observe in the operation of this formerly well-run
institution? 1In the first place, the savings department, which in the
past was able to serve a large number of clients efficiently and
promptly, would soon, after the tumult of the run on the bank had
supsided, bepin to wither away from lack of use. Morale would
decline and the best employees would begin looking for other opportunities.

The loan department, on the other hand, would soon learn how to protect
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itself from the avalanche of loan applications by erecting a series
of obstacles that would have the effect of raising the cost
and lowering the value of the credit until some sort of equilibrium

between supply and demand, price and value, were reached. This

equilibrium would be at a much lower level, of course, and the quality

of the service offered to the public would be much lower. There would

be little incentive for increased efficiency, neither on the savings
side, due to the excess capacity in place there, nor, even more impor-
tantly, on the credit side, because of the painful fact that any increase
in efficiency here would work against the barriers that had hastily been
put in place. Any increase in efficiency, in fact, would tend to be
nullified by the creation of new obstacles in other areas.
Inefficiency becomes institutionalized in a financial intermediary forced

to work with non-market rates, and, in fact, is essential to its survival.
A commercial bank forced to operate with the interest rate structure of
the B.A.P. would soon come to exhibit the distressingly familiar features

of under-capitalized development banks throughout the Third World.

The Diversion of Credit Away from Borrowers Targeted for Subsidy

The example of what would happen to a commercial bank if it were forced
t- work with the interest rate structure imposed on the B.A.P. provides
a porspective from which to view some of the other distortions intro-
duced by non-market rates of interest. Suppose that you could require
not only that the institution keep all rates below market level, but

at the same time, on the credit side, you require that the structure of
rates be inversely related to the institution's costs of providing the

different credit services in its portfolio. You would find this
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institution, faced as it is with perennial decapitalization and
liquidity problems, placing as much money as it could in its low-cost,
high return loans. This is exactly the situation in which the Peruvian
Agricultural Bank finds itself and is exactly the behavior that we
observe in the B.A.P. More than sixty percent of the bank's funds are
lent at their ordinary rates. which have an cffective range of T79.52%
to 174.53%, according to the analysis of June 11, 1984, supplied by
the bank's planning department. Moreover, within this category of
ordinary rates, less than 1% of the bank's funds are placed at the
lower end of the range, at the 79.51% effective rate, with the prepon-
derence being placed at the highest rate available to the bank in loans
denominated in soles, 96.14%. 1In contrast to the sixty percent placed
at ordinary rates, only 21.98% of the bank's funds are placed at its

most promotional rate of 4B8.14%.

This marked tendency on the part of the B.A.P. to direct credit toward
borrowers paying higher rates is observable at every level of the
interest rate structure. For example, within the general category of
capitalization loans, there are two different effective rates, 60.89%
and 70.38%. The Bank places 11.52 times the amount at the higher rate
than it does at the lower, that is, a difference of one thousand, one
hundred fifty-two percent. Similarly, under the general category of
commercialization in national money, there are two preferential effective
rates, 82.81% and 91.57T%. Within this category the bank places 1T.35
times more at the higher rate than at the lower, that is, one thousand

seven hundred thirty-five percent more.

Since the lower rates are uniformly associated with borrowers deemed by

policy makers to be especially in need or deserving of subsidy, the
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bank's behavior is counter-productive to its stated policy objectives.
By diverting funds away from the high-cost, low return portion of its
portfolio, the bank denies credit, not to mention subsidized credit,
to precisely the group targeted for subsidy. It should be mentioned
in the B.A.P.'s defense, however, that it has no real choice in the
matter. Even taking all the precautions it can under the present
interest rate structure, it is being decapitalized at an astonishing
rate. If it were to direct more of its lending toward higher cost,
lower return, longer term loans— that is, toward the target group—it
would be decapitalized at an even faster rate, and, perhaps even more
significantly, would have to reduce the level and quality of its

service even more, due to severe liquidity problems that would result.

3. The Diversion of Credit Away from the Agricultural Sector

The marked diversion of credit away from the groups targeted for subsidy
that we observe within the agricultural sector as a natural response to
the perverse interest rate structure imposed on the B.A.P. reflects what
is happening to the agricultural sector as a whole within the larger
context of the Peruvian economy. Before inflation turned the B.A.P.'s
rate structure sharply negative during the middle and late seventies,

up to 25% of agricultural production credit in Peru was furnished by
commercial banks.* But as commercial banks began raising their nominal
rates in an effort to keep pace with inflation, large agricultural pro-
ducers began to turn to tne Agrarian Bank as a cheaper source of funds.

The B.A.P., for its part, for the reasonc of self-preservation that we

* This fipure and this process was mentioned by a participant in the Peru Policy
Workshop held at the Hotel Crillon in Lima, Monday, July 9, 198k, but the
figure has not been confirmed independently. For the years 1978— 1981 the
figure hovered in the 6 to 9% range, and has been in the 11% range during 1982
and 1983.
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have already discussed, began to accommodate these refugees from the
commercial sector at the expense of its traditional clientele. The
commercial banks, on the other hand, were not willing to pick up the
small farmer customers dropped from the high cost/low return end of

the B.A.P.'s portfolio. Thus, as a direct result of the preferential
interest rate policies of the B.A.P., we observe not only the diversion
of credit within the sector away from the small producer targeted for

subsidy, but also a diversion of credit away from the sector as a whole.

Sistema Ahorre-Pagando: A Further Diversion of Funds out of the
Agricultural Sector

The Minister of Agriculture Juan Carlos Hurtado Miller recently announced

a credit scheme with the evocative title Sistema Ahorre-Pagando.

Although this name seems to suggest with the exhortative 'save' that

the borrower will be building up a savings balance as he pays down his
loan, there is, in fact, no special provision for a savings account for
the borrower under this system. The 'savings' come, as before, in the
form of subsidized credit to the agricultural sector and, just as before,
is attended by a diversion of funds away from this sector. But whereas
in the past the diversion of funds away from the agricultural sector
appearad as a perhaps unintended side effect of concessionary interest
rate policies relatively hidden by the day-to-day working of the banking

system, the Sistema Ahorre-Pagando makes at least part of this diversion

explicit and central to the working of the B.A.P.

The Sistema Ahorre-Pagando represents an effort on the part of the

Ministry of Agriculture to accommodate the concern that the B.A.P.

increase the effective return on its port.folio without abandoning
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the conflicting Peruvian government policy of offering subsidized

credit to the agricultural sector. As explained by the General Manager
of the Planning Department of the B.A.P.,* it was decided that a satis-
factory compromise between these conflicting objectives could be arranged
by diverting a percentage of the Bank's funds directly into dollar
denominated accounts in the commercial banking system. Since dollar
accounts earn an extremely high return in soles due to the fact that the
exchange rate is being devalued at an even faster rate than the rate of
inflation, this strategem allows the B.A.P. to earn an average return on
assets considerably higher than the average return on loans made to the

agricultural sector as a whole.

For accounting purposes, the funds diverted to dollar accounts originate
as the discounted portions of loans made by the B.A.P. to agricultural
sector borrowers. The decision as to how much to discount these loans
was made only after examining the results of over six hundred computer
simulations incorporating varying assumptions as to nominal and effective
rates of interest and the value of the multiplier used to index longer
term loans. The formula that has been tentatively selected for implemen-
tation involves retaining 11% of the face value of loans for deposit in
dollar accounts, with a 30% annual adjustment of the balance of the loans
in soles, which results in an effective rate of interest to the borrower
of about 57%— strongly negative in real terms in the present environment—

and an effective average return to the B.A.P. of about 85%, also a strongly

nepative rate in real terms under present conditions.

* An outline of his explanation of the proposed system is included as Appendix C
to this report.
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The explicit diversion of funds out of the agricultural sector by the

Sistema Ahorre-Pagando may be explained adequately in rational economic

terms as a much needed device for slowing the rate at which the Agrarian
Bank is being decapitalized, or, perhaps more accurately, as another
device for dampening the wide swings in the bank's liquidity noted
earlier. Funds diverted to dollar accounts today will be available for
lending to the agricultural sector tomorrow. From the point of view of

the bank's managers, Sistema Ahorre-Pagando is a reasonable strategy.

Yet there is something vaguely disturbing about this plan which causes
the political economy questions raised earlier to surface once again.
The fact that hundreds of computer simulations were done before the
politically acceptable formula was selected suggests that policy makers
were clearly aware of the trade-off between the amount of subsidy that
can be directed at individual borrowers within the agricultural sector
and the total amount of credit that may be allocated to the sector as a
whole. In other words, policy makers appear to be quite'aware of what
they are doing. They are apparently willing to sacrifice the sector as

a whole in order to benefit a portion of it.

The feeling of uneasiness about the Sistema Ahorre-Pagando is not quieted

by the observation that this diversion of a percentage of the World Bank
funds into dollar accounts assures the B.A.P. that it will be able to
serve its established customers for a time after the bulge of liquidity
has worjied its way through the sustem into the commercial banks of Peru.
After all, these established customers, thece refugees from the
commercial banking sector—a distinct minority within the universe of
potential R.A.P. customers—may be the only true beneficiaries of the

subsidy manared by the agrarian bank.
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C. Other Distortions Introduced by the Use of Non-Market Rates of Interest

Although the preceding analysis should be sufficient on its own to cause serious
reservations on the part of policy makers as to the benefits of the interest
rate structure presently imposed on the B.A.P., it by no means exhausts the
catalogue of distortions, inefficiencies and counter-productive results this

policy fosters. We will mention only two more such examples.

1. Negative Impact on Collections

Of some importance to the operation of the B.A.P. is the effect on
collections. Recent studies on agricultural credit have shown rather
conclusively that loan delinquency is inversely related to the quality
of service offered by the lending institution. Inasmuch as the present
interest rate structure has caused and will continue to cause a
reduction in the quality of the service the B.A.P. is able to
provide, there is a clear (if somewhat indirect) connection between the
present interest rate policies and any collection problems the bank may

have.

In this context we should note that the official figure the B.A.P. uses
for its delinquency rate probably understates the problem dramatically.
Such an understatement could be accomplished, on the one hand, by not
taking the refinancing of slow loans into account, and, on the other

hand, by using old soles in the numerator and new soles in the denominator

when making the calculation of this ratio.

2. Negative Impact on Project Selection

Perhaps most importantly for Peru, the use of negative real rates of
interest makes the task of identifying and channeling resources towards

the most profitable projects considerably more difficult, insuring that



while many marginal projects are financed, many potentially profitable
ventures are left stranded without funds. In an environment of positive
real rates of interest, only those projects which can support positive
real rates emerge for consideration. In an environment of negative

real rates, however, these deserving projects—deserving in the important
sense of showing real returns in excess of real costs—must compete with
all manner of marginal projects for funding. If the proponent or owner
of a profitable project happens to be a small farmer, the present system

practically guarantees that this project will not be financed.

D. One Final Note: The Utilization of Credit by Users

The harsh judgment of the previous section is corroborated when we consider the
little-known but obvious truth that credit, in general, is used to finance mar-
ginal projects. Farmers do not commit their own energy and resources to marginal
projects first, holding back their best projects for the uncertain event that
additional resources may be made available through credit. They engage in some
economic activity whether credit is available or not, beginning with the activities
that appear most crucial to their survival and most promising. If additional
resources become available through credit, projects that had appeared less

crucial or less promising may be undertaken—that is, marginal projects.

The only instance where credit may be used to finance a project that is potentially
more profitable than the project the borrower would be undertaking anyway—a non-
marginal project—is the case where such a project is large in terms of the total
resources at the producer's disposal. Credit may be used to undertake such
projects that, due to a quality of indivisibility, must be done completely or

all at once, or not at all. For a farmer to undertake such a project, however,

he must view it as being potentially extremely profitable. Large projects of

only marginal profitability will not be undertaken with credit because, with the
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leverage involved, small miscalculations or small reversals in thé market can
wipe the producer out. We might point out here, as if the arguments against
the use of underpriced credit were not already legion, that it would not be
necessary to use a subsidy to induce a producer to undertake such a project.

You would only have to give him access to credit.

Since the B.A.P.'s small farmer loan guidelines prohibit loans that are large
in terms of a farmer's total resources, it appears that the bulk of I%s lending
goes to fund marginal projects. These loan guidelines, of course, form part

of the credit rationing system necessitated by the use of non-market rates

of interest.
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IV, THE ECONOMICS OF THE UPPER HUALLAGA

The analysis of Section IIT may seem to have taken a long approach to our subject,
but it is necessary to be able to form an idea at the outset of what may be
possible, what may not be possible, and what we may reasonably expect from the
credit component of the PEAH. The first general conclusion that emerges is that
if the PEAH must work within the interest rate structure imposed on the B.A.P.,
the removal of administrative constraints in the provision of credit will prove
to be difficult, inasmuch as these constraints form part of the non-price ration-
ing system and demand for credit by small farmers has significantly decreased
(see pages 53-55 for data and more discussion on this point). Lack of demand
among small farmers for the kind of credit dispensed by B.A.P. is palpable. Tt
may be expected to decline further as debt carrying ability of small farmers
decreases with the progress of coca ecradication as will be discussed again on
pages 38 and 81. On the other hand, B.A.P. officials in the Upper Huallaga
Valley indicated to the consulting team that they are willing to cooperéte with
both PEAH and the Extension Service in finding solutions to the problems prevent-
ing credit flows. The extent to which the special conditions and extra resources
available within the PEAH area may permit this rationing system to be relaxed
will be explored in Section VI, where the focus is on the linkages between credit,
extension activities and appropriate land use. In the present section we look at
the special economic conditions prevailing in the project area. In Section V we
turn to suggestions for restructuring the credit component of the PEAH, with
special discussion of the problems of intermediate and long term credit in an

inflationary economy, and the prospects for the use of indexation within the PEAH.

By most accounts, credit had very little to do with the establishment of coca
farming in the Upper Huallaga region of Peru. Although it is sometimes heard

that coca buyers might have financed production to assure themselves an adequate
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supply of the raw material, this explanation for the rapid spread of the culti-
vation of this crop does not reconcile with what is known about dealings in the
drug world, where transactions tend to be quick exchanges of cash for goods.
But even if some credit were advanced to some producers in the early stages of
development of the region, it is clear that credit was not essential to the
rapid increase in coca farming. The crop was so profitable that a small farmer
could rapidly increase the area he planted year to year through the use of

retained earnings.

Farmers throughout the world have demonstrated time and again that when they are
faced with a strong market for a crop that thrives in their area, they will bring
that product to market in ever-increasing quantities. Their ability to increase
production in response to a strong market is, in fact, so marked that their own
productivity is frequently their own undoing, with gluts on the market alternating
with scarcity. This is the famous cobweb theorem of economic theory, which is
borne out by the most casual observation of agricultural markets. Although it has
been frequently argued that farmers need subsidized credit to induce them to incur
the risk of trying new, more productive technology, this assertion has not been
demonstrated in practice, and, in fact, is quite faulty on strictly theoretical
grounds. What farmers want, what they will block highways for, what they will
organize for, what they will fight and even sometimes kill for, is a strong
market for their output. The moonshiner in the hills of West Virginia or
Tennessce did not need subsidized credit or a technology package to get into
business. He needed the 19th Amendment, which crecated a strong market for corn
squeezins. HNo amount of subsidized credit and technical assistance will bring
back the moonshine industry, because the market is dead. Tt might be possible

to pet the old moonshiner's grandchildren to swallow a certain amount of

inexpensive debt, but it would not be possible to get them to po back to the
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old stills. The economics of this question are quite transparent: Economic
activity follows prices and profits, and sometimes, grudgingly, fiat. Credit,
too, follows prices. Although it is possible to direct a subsidy at an indi-
vidual by the use of subsidized credit, the banking system cannot handle this
task very efficiently. Furthermore, it is not possible in general to direct
economic behavior with subsidized credit. That is, it is not possible to cause
an individual to undertake sustained economic activity that he would not already
be prepared or inclined to undertake in the absence of the subsidy. That is a
separate task, which may be attempted with a separate system appended to the

credit delivery system, and with a separate budget.

If the economics of this question were not already rather clearly understood,
the peculiar circumstances of the Upper Huallaga region would provide an excel-
lent laboratory in which to test the theory. In contrast to most of the rest
of rural Peru, this region is flush with cash, or has been until the fecent
escalation of terrorist activity. The area, in fact, has been a heavy net
exporter of funds to other areas of the country. The six commercial banks that
operate branches in Tingo Maria have deposits roughly equal to 300% of their
loans in the area, according to one local banker. Even the Tingo Maria branch
of the B.A.P. is relatively flush. According to one spokesman for the Bank,
whereas the Tingo Maria branch may be last of all branches in the B.A.P. system
in terms of loans, it is first in terms of deposits, which, according to the

general manager there, equal about 160% of loans.

The analysis of this and the preceding section seems to lcave little room for
credit in the PEAH. Since all banks operating in the area, including the B.A.F.,
appear to be strong net exporters of credit, lack of funds would not appear to
be the real constraint to alternative investments in the area. In fact, however,

there are apparently worthwhile projects languishing for lack of funding. There
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is room (indeed a demand) for more credit in the Upper Huallaga Valley,
especially of a different kind than that presently dispensed by the B.A.P.
through its rural branches. One example is a cacao processing plant desired

by the Naranjillo Cooperative. Project implementation has stalled for lack

of funding even while commercial banks export credit from the region because

of the high degree of financial repression in the Peruvian economy and the
concomitant lack of a long term capital market. The banks export short term
credit; projects require intermediate to long term financing, as will be dis-
cussed again on pages 39 and 40. This is a well-understood effect of inflation-
induced financial repression common in many developing countries, particularly

today in Latin America.

The economic fact of 1life in the Valley is the lack of a strong and consistent
market for the area's agricultural products other than coca, and probably rice
and cacao. Yet many agricultural products appear to thrive in the area. Coffee
and tea seem particularly suited to the natural conditions there, as do plan-
tains, citrus and other fruits. There would seem to be reasonably good condi-
tions for poultry and livestock, and perhaps even dairy herds. There may be
other products that would thrive there that outsiders and non-agrarians would
not be aware of. What is necessary is the productive potential of the area, to
build distribution and processing facilities as markets for farmers' production,
and to create demand, through the price mechanism. Unless the farmers of the
Upper Huallaga are different from farmers in all the rest of the world, they
will not be offended by such an approach to promote marketing outlets. To the
contrary, they will bring forth ever-increasing produce. If that means going
into debt, he will go into the financial market and bid up the price of credit
to the point where it equals the value it has for him. Cooperatives will form

among small producers to help them overcome any indivisibilities they ecncounter.



This somewhat lyrical defense of the resourcefulness of the small farmer
suggests nevertheless a real policy option for the use of credit in the PEAH.
In the first place let us note that we are not talking about a kind of general-
ized agpregate demand known to macroeconomics. Rather we are talking about
microeconomic demand: a certain product of certain specifications and quality
for a certain price. This microeconomic demand for credit emanates from
individual enterprises, including facilities for procuring, processing and/or
distributing. These firms need intermediate to long term credit. Fulfilling
this microeconomic demand for credit will significantly effect small farmers
who should then have a market for their products at a reasonable price, and if
shareholders in a cocperative owning a racility, will receive additional

economic gain.

Recommendation

Any activity that would have as a consequence an increase in this kind of
demand for any of the possible substitutes for coca in the Valley should be

considered for financing under the PEAH, as it would have an immediate impact

on production.

We will take up this subject in more detail in the next section on the

restructuring of Credit within the PEAH.
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V. RESTRUCTURING CREDIT IN THE PEAH

A. The Use of Credit to Stimulate Demand for Coca Substitutes

The Upper Huallaga region contains an excellent example of the relative
weakness of credit as a factor for determining the behavior of small farmers
when compared with other considerations, such as the strength and stability

of the market for their produce. The region also supplies us with an excellent
example, in the stalled cacao processing plant of the Naranjillo cooperative,
of the power of credit, when it is withheld, to strangle potentially profitable

economic activity.

The cacao processing plant is a text book example of the potentially profitable
and worthwhile project that is unable to attract sufficient funding in a
financially repressed economy, that is, an economy characterized by financial
markets forced to work with negative real rates of interest on financial
instruments. For 15 months, from May, 1983 until August, 1984, a million
dollars worth of machinery has remained idle in the wooden shipping crates on
the floor of the newly constructed processing plant. During this time, while
additional funding for this project was being debated, the project
area offices of the B.A.P. lost capital in its subsidy management operation
(i.e., lending activities) on an order of magnitude sufficient to complete

the plant and place it in operation.

While the cacao processing plant is potentially profitable under certain
assumptions and conditions, the hard question as to whether this plant can
reasonably be expected to service its debt and show a profit over the long
run cannot be answered in the affirmative with any degrce of certainty,
given the many imponderables that must be factored into the equation. This
eminently practical and reasonable question does us a disservice, however,

by leading us away from the more meaningful question that may be stated in
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terms of project goals. The more relevant question is: Given the peculiar
economics and institutional realities of the Upper Huallaga region, is there
another equally viable project that has a greater potential for furthering
project goals, or, conversely, is there another project with equal potential
for furthering project goals that is potentially more viable than the cacao

processing plant?

In fact, the cacao processing plant responds to project goals more directly
than any activity undertaken or funded by the PEAH. Whereas the project
attempts to further activities other than coca farming from the supply side
through the manipulation of  subsidies, the cooperative

approaches the problem more positively from the demand side. The way to get
a man to become a cacao farmer is not to give him cacao seedlings (the
Project's approach), but rather the reverse, to promise to take cacao off his
hands, (the cooperative's approach). Even giving a farmer seedlings plus
instruction in cacao farming and subsidized credit will not make him take up
cacao farming in a serious way if there is a huge billboard in town (the

stalled cacao processing plant) that questions the strength of the cacao market.

A potential problem for the cacao processing plant concerns the availability
of raw material (cacao beans) in sufficient quantity to permit the operation
of at least two shifts. If the Upper Huallaga region does not have enough
cacao under cultivation to permit the plant to operate at least two shifts

the economic feasibility of the processing plant is seriously questioned.
However, what appears as a problem from the narrower perspective of short-term
economic feasibility appears as a solution from the broader perspective of
project goals. The Project seeks to stimulate economic activity that would
substitute for coca farming. If there were already sufficient cacao under

cultivation to guarantee sufficient raw material for the processing plant,
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content that inhibits crop production. It may be that there still remain
feasibility and financial viability questions for the cacao plant. It may be
that other options for processing locally grown cacao in existing plants should
be explored in more detail. However, it can &lso be argued that the plant
equipment is there. The Naranjillo Cooperative is largely composed of small
farmers and is aggressively trying to create markets for its members. While
the plant is owned by larger farmers in proportion to their capital contribution,
all producer members of the cooperative will be suppliers and will benefit.
Given the difficulties in encouraging production of coca alternatives by other
credit approaches, investing PEAH funds to make use of fixed assets lying idle
may be at this point at least as economically contributive as the rock crushing

plant.

The most effective, the most positive and the most direct way of stimulating and
increasing agricultural production is through the creation of a stronger and
more stable demand for agricultural products. The cacao processing plant would
accomplish this end. The Naranjillo cooperative has a membership of about

5,000 families. Of this number perhaps L0%, or about 2,000 families, are
presently producing at least some cacao in the project area. These families
would all naturally begin to increase production of cacao if the processing
plant, short on raw material, were to begin bidding up the price of cacao in

the area.

To put this fipure of 2,000 families in perspective, during 1983 the B.A.P.
executrd n total of 1,790 louns in its three Project area offices. Since some
farmers receive more than one loan in a year, the total number of families
reached by the B.A.P. may have been closer to 1,000. In other words, vorking

with a much larger budpget than the one projected for the cacao processing
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plant, during 1983 the B.A.P. had a weak, fleeting, and indirect impact on
the economic activity of about 1,000 families. The cacao processing plant,
in contrast, working with a smaller budget, would have an immediate, direct

and continued impact on the economic activity of twice this number of families.

Recommendation

The cacao processing plant is the prototype for the kind of activity that
should be financed with PEAH funds. Full funding should be given so that the
cacao processing plant may begin operation as soon as possible. It is further
recommended that USAID and the PFAH avoid any requirement that the Cooperative
supervise eradication of coca production by its members. Instead, emphasis

should be on developing cacao and other alternative crop/animal systems,

particularly markets.

The above recommendation pertains in part to an image problem. USAID and the
PEAH should avoid any overt word or action that would strengthen the public
perception that the PEAH and the coca eradication operation are one and the
same. The ideal situation, from AID's viewpoint, would be for the public to
come to view the eradication operation as an act of God, much like a plague of
locust or a flood, with the PEAH appearing in the role of a disaster relief
organization. As it stands now, USAID and the PEAH are associated in the public
mind with the disaster, not with the relief, and for this reason have a poor
image in the Upper Huallaga Valley. Presently the PFAH has to bear the onus not
only of the economic dislocation caused by the eradication operations that have
already been carried out, but also the outrage of the community at the isolated
reports of excesses on the part of the armed detachments charged with the forced
eradication operation. PEAH's stressing the positive development of processing,
facilities and market outlets for coca alternatives will help minimize the

public's concern that T'FAll is a nepative force and threat to the economic well-

being of small farmers.
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The cacao processing plant is merely an example of the type of activity that
should be financed with the PEAH credit fund. It is an example of a potentially
profitable, non-marginal project that cannot be undertaken without intermediate
or long term credit. It is a project that could have a direct and immediate
impact on economic activity in the valley through the strengthening of the local
market for an agricultural product that thrives in the area. It has the addi-
tional advantage of being at a relatively advanced stage of completion. The

main building has been constructed; the machinery, although still in the shipping
creates, some as large as a room, has been delivered. Interest and enthusiasm

in the community for the project, though waning after so many months of inactivity,
is still high. But there are other, non-marginal projects that should also be

considered for funding.

Once again, however, the impetus is coming from Naranjillo. The President of

the Administrative Council, Felipe A. Paucar Mariluz, has plans in various stages
of completion for other agro-industrial projects that would replicate the poten-
tial of their cacao processing plant for stimulating agricultural production in
the Upper Huallaga region. Under his direction the cooperative has looked into
the possibility of building a freeze-dried or instant coffee plant in the Valley.
Discovering that such an ambitious plan was not feasible under present conditions,
they scaled down their coffee project to include merely a roasting and packaging
plant, which they consider viable under certain reasonable conditions. The
cooperative has begun looking into the prospects for a plantain meal plant

which would help stabilize the market for plantains in the area, which is disrupted
periodically by a flood of produce from Fcuador. Since plantains form part of
the technology package for both coffee and cacao, this project, by strengthening
the market for plantains locally, would have positive spillover effects on the
production of coffee and cacao, "stimulating and increasing agricultural produc-

. . . . . . . " . .
tion in the areas as an alternative to illicit coca production”. The cooperative
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has also looked into the feasibility of a citrus processing plant, which would
stimulate the production of another alternative to coca that thrives in the

area.

In addition to the agro-industrial projects under consideration by the coopera-
tive, there may be others deserving of consideration. Tea, for example,
apparently does exceptionally well in the area. A marketing or processing project
for tea that increased the local market price for raw tea could give a significant
impetus to this activity. The cultivation of coffee, cacao, plantains and citrus
fruit is already established in the Valley, and is roughly co-extensive with the
coca slated for eradication. If the eradication team sweeps through an area as
planned and if the market for coca in the valley is actually disrupted, the small
farmer will ask himself not where can I get a cheap loan, but what can I produce
now. He will be looking for a clear signal of a strong market to replace the one
that has been destroyed. If he sees that the cacao processing plant is finally
beginning to buy cacao, he will be encouraged to plant more cacao seedlings and
prune the old trees that he has neglected of late. If he sees that a plantain
meal plant is buying the fruit on a regular basis he will be encouraged to increase
his production cf plantains, a shade crop for his cacao seedlings. If he also
sees that a coffee processing plant and a citrus processing plant are both under
construction, he may feel confident enough about his future economic situation to

contract debt to be able to expand production.

Recommendation

Accelerate and expand the study for agribusiness and agro-industrial projects in
the region to give greater technical assistance to organization such as coopera-
tives and to local entrepreneurial interests. It is further suggested that a
commercial, operating management type of company instead of a consulting firm,

non-profit or private voluntary organization perform the study, for it may be
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that the selected company could help develop export opportunities and perform
an export management role. (Most of the time AID agribusiness studies today
are done by firms who have no operating experience or policy to play such a

role.)

Funding of agro-industrial projects may increase the demand for production
credit at the level of the small producer. Fortunately, the B.A.P. will be in
a better position for the balance of 1984 and during 1985 to meet this demand
that it was in the previous year, due largely to the increased availability of
funds from the World Bank and the Inter-American Development Bank. In the
next chapter the question as to how the PEAH may assist the B.A.P. in the
administration of these non-project funds is taken up. For the moment it is
important to note, first, that the increased availability of funds from other
sources reduces the urgency of using PEAH funds as originally proposed to fund
small farmers directly. Secondly, we should not forget that small farmers,
like businessmen anywhere, contract debt as a response to their perception of
economic opportunity, which comes down, by and large, to their perception of
the strength of the market for their output. If they look to a strong market
and better times ahead they are more willing to burden themselves with debt
today. The converse is true, a fortiori. If farmers see a weak market and
hard times ahead, they are not inclined to burden themselves further with

financial obligations.

The obverse of the first of these correlative statements is not true. That is
farmers do not, in general, undertake economic activity as a response to the
offering of debt, even inexpensive debt. In other words, as the economic pros-
pects of the Valley are dimmed by the coca eradication operation, we may find

the demand for production credit actually decreasing rather than increasing as



envisioned in the design of the PEAH. To counteract this trend it may be
necessary to divert a portion of the $4.8 million credit fund away from the
direct funding of small farmer production toward more positive, demand-
strengthening activities of the agro-industrial type to create demand on the
part of small farmers for the balance of this credit fund. Considering the
increased availability of funds for the direct financing of small farmers
through the B.A.P., no limit should be set, a priori, on the percentage of
this fund that could be diverted to the funding of agro-industry in the
valley. To the contrary, if the Project goal of stimulating agricultural
production in the area as an alternative to illicit coca production continues
to be a high priority, USAID should consider increasing the credit fund above
the original $4.8 million should this amount prove inadequate to meet the
demand for credit generated by agro-industrial projects in the area that meet

certain goal-related criteria.

The criteria by which agro-industrial projects considered for funding by the
PEAH should be judged are two general types. In the first place, no agro-
industrial project should be funded which does not have at least a reasonable
chance of being viable in real terms in the long run. It is important here to
emphasize "viable in the long run". AID should not be concerned about the
possibility of significant operating deficits in the short run if there is a
reasonable basis for expecting the losses to turn into profits in the fore-
seeable future. This is true, a fortiori, if the short-run operating losses
are associated with temporarily inadequate supplies of local produce used as
inputs in the plant. It is one of the distressing characteristics of
financially repressed, inflationary cconomies that precisely this type of
potentially viable project tends not to be funded because of its limited

ability to manage short-term debt. USAID should not use the PEAH credit fund



Lo

to duplicate the type of short-term credit already available in the economy,
but rather to meet, in as far as possible, the unsatisfied demand for inter-

mediate and long term credit, such as required by agro-industrial projects.

The second criterion by which agro-industrial projects considered for funding

by the PEAH should be judged concerns their potential for stimulating economic
activity in the Valley that would substitute for coca farming. This potential
would have two components, the first being the number of present coca farmers
potential.y affected by the agro-industrial project under consideration. The
second component concerns the strength or the degree of stimulation to substi-
tute econcmic activity the project would generate. The ideal agro-industrial
proJect, from the point of view of PEAH goals, would be one that was potentially
very profitable in the long run and which would give a powerful economic stimulus

to a large number of families presently engaged in coca farming.

Recommendation

To begin the process of selecting agro-industrial projects for funding, USAID
and the PEAH could contract with the Naranjillo Cooperative to supply a plan

of action for Agro-Industry in the Upper Huallaga Region. The Plan should
contain two sections, the first being an anslysis of the economic problems and
the economic pctential of the Valley. The second section would contain a number
of specific proposals of agro-industrial projects for funding. It would be
appropriate to have a contracting firm with processing and other technical
expertise to assist the cooperative, for the proposed second section should
contain one or more feasibility studies. Apain selecting a consulting firm

with an operating and plant management capability is suggested.
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Recommendation

To complement and balance the proposals solicited from the Cooperative
Naranjillo, USAID should advertise both locally and nationally that it is
willing to fund agro-industrial projects in the Upper Huallaga region meeting
certain employment generating criteria. Such an advertisement would have an
immediate positive impact on the image of USAID and the PEAH in the region

and in the country, and would insulate the cooperative from any suspicion that
it is subservient to USAID or the Government. The competition would also tend
to improve the quality of the work AID could expect to get from the cooperative.
Any proposals that are obtained through such open solicitation should be judged

by the same criteria outlined above.

B. A Possible Role for Commercial Banks in Delivering PFAH Credit

If USAID and the PEAH decide to finance major agro-industrial projects, a finan-
cial institution will have to be selected to administer the loan. Since the
B.A.P, has provided the major financing for the cacao processing plant, it should
probably be given first consideration. There are reasons for considering other
institutions, however. The local offices of the B.A.P. are not now set up (but
could be) to handle loans of the size and complexity required by agro-industrial
projects of the scope discussed in this report. Commercial banks, on the other
hand, seem to have more experience mobilizing deposits than extending credit in
the area. Considering the relatively flush position of the commercial banks in
Tingo Maria, USAID could obtain a great amount of leverage with a properly
designed incentive system. For example, USAID might guarantee a commercial
bank loan to an agro-industrial project meeting certain criteria, and even
arrange to make interest payments on the loan during the start-up phase of the
project in exchange for a claim on a certain amount of the output. The claim
could be executed at some time in the future when the project would be expected

to be profitable and in a position to retire the claim. Such an approach
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would have the advantage of orienting the commercial bank toward the local
economy, with the possible spillover effect that a greater percentage of locally
mobilized deposits would be reinvested in the area. Of course, if the coca
eradication operation is effective, the local banks may be strapped for cash,
and USAID, a victim of its own success, may be forced to supply the funds, as

well as the incentives and the guarantees.

The question as to what role Bancoop might play is very difficult to answver.
On the one hand, Bancoop is the only institution other than the B.A.P. that
has shown much interest in administering PEAH credit funds under the original
design of the Project. Bancoop it anxious to participate in any activity with
the PEAH for the simple reason that it is starved for cash. There is reason
for concern, however, that as Bancoop begins to show signs of life, former
depositors, naturally resentful at having their savings frozen in the form of
Bancoop shares, may once again begin pressing for the return of their savings.

Bancoop is discussed again in Section VII (F).

Another possibility is to involve B.A.P. as the focal point institution for
agro-industrial credit, with the commercial banks and Bancoop participating.
USAID would lend to B.A.P. who in turn would channel funds through the commercial
banks and Bancoop for existing agribusiness operations, pre-investment funds to
identify new projects, consultant services, and training of bank staff. B.A.P.
could administer a loan/guarantee program with the other banks for medium to
long term credit. Entrepreneurs seeking such funds would be sub-borrowers who
would approach a bank of his choice. That bank, having a credit manual from
B.A.P. with details of eligibility requirements and other criteria, would decide
whether the sub-borrower needs more help (such as studies). The bank could

approach the B.A.P. for whatever those needs may be. USAID is trying this

approach in Jamaica today.
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An essential component in the above is technical assistance in production
management, financial analysis, food processing, and food distribution. Sub-
borrowers and a new agro-industrial development unit in the B.A.P. to coordinate
the program will need experienced personnel in agro-industrial operations. The

unit must have help.

The progrem, hastily outlined above, requires more study as to how it may be
tailored for the Upper Huallaga. Characteristics of existing local agribusiness

necessary to be determined include the following:

- Categories and numbers of existing firms

- Existing firms' constraints such as lack of market, scarcity of imported
equipment, spare parts shortage, lack of long term credit, unavailability

of raw materials, outdated/inefficient equipment.

Recommendation

The new agribusiness study planned for November, 1984 should include an assess-
ment of existing firms and their needs and projected credit needs for USAID
funding. It is additionally recommended that USAID consider a separate study
for the above agro-industrial credit program centered upon the B.A.P. and the
linkage with commercial banks and Bancoop for the Upper Huallaga region. This
study would be aimed at identifying an institutional development program for
B.A.P. and the banking community as opposed to the product/project identifica-

tion objectives of the November, 1984 Agribusiness Study.

C. Future Prospects for Including Indexation in the PEAH

Until such time as the indexation of loans becomes a nation-wide banking system
policy, the prospects for using it in the B.A.P., much less in just one small

part of the B.A.P. such as the Project area, are virtually nil. Indexation
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should remain available to the B.A.P. as one of the options it could offer its
borrowers, but it should not be a condition for a loan just within the project
area. On the other hand, it is not realistic to expect the B.A.P. to place
more than a tiny percentage of its funds long-term in soles. One of the dis-
tressing facts about inflation is that it kills long term capital markets.
Uncertainty as the future value of money increases with the rate of inflation
and with the length of the time horizon, making it increasingly difficult for
borrovers and lenders to agree on the terms of a contract stated in terms of
the inflating currency. For this reason there is virtually no long term credit
in the Peruvian economy except in the development banks, and even these insti-
tutions are doing whatever they can to place as little as they can in this
category, as a matter of self preservation. We cannot expect the B.A.P. offices

in the Project area to go against this strong national trend.

It should be pointed out that the proposed Sistema Ahorre-Pagando provides for

a kind of indexation in its capitalization loans. (See the latter part of

Section III and Section VII for a discussion of this proposal.)

To the extent that the B.A. P. may be viewed as a subsidy management organiza-
tion, there may be an expanded role for this institution as the economic dis-
location caused by coca eradication increases. 1In other words, although economic
analysis predicts a reduction in demand for production credit in the face of
worsening economic conditions, to the extent that the B.A.P. may be perceived

as a subsidy management operation, there may be an increase in demand for their
loans as coca eradication proceeds, as was foreseen in the oripginal design of

the Project. It is not possible to say, a priori, which tendency will prevail.
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The suggestions contained in Section VI for improving the linkages between
Credit and Extension Activities should thus be understood in the context
of enhancing the B.A.P.'s ability to function as a kind of relief

organization.
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VI. SPECIFIC INSTITUTIONS IN THE PEAH

A. Introduction

The authors of this report have suggested a restructuring of the credit component
of the PEAH towards agro-industrial projects. Nevertheless, it is recognized
that the B.A.P. is an important institutional actor in providing agricultural
credit and that until such time as the overall government policy changes toward
the adoption of real interest rates in economic terms, it is worthwhile to
attempt to minimize the barriers and inefficiences that may be in place. This
recognition takes an added significance in the context of the physical and social
realities of the Project area considering the zonal eradication plan to be
carried out in the near future by CORAH, which will likely upset the economies
and life style of a large group of people. The B.A.P. is the only viable credit

vehicle to assist these displaced farmers with credit assistance they may need.

Therefore, even though PEAH funds available for agriculture credit may very well
be channeled directly to cooperative agro-industrial project through institutions
other than B.A.P., it is still in the best interest of the overall project that
B.A.P. operations be coordinated and integrated with the vario< other components
of the Project. The granting of PEAH credit funds to B.A.P. has ceased to be an
incentive to them especially in view of the fact that the World Bank funding may
in the near future be fully underwritten by the Ministry of Economy and Finance
and be granted to B.A.P. as a contribution to capital. The remaining incentive
to B.A.P. would be the reception of funds from PEAH to strengthen and support
their physical plant and personnel resources. Using this type of incentive with
B.A.P. the Project will :neet two key prercauisites for improved credit delivery:
(1) the B.A.P. agencies will have greater capacity to respond to a short-term
high increase in loan requests resulting from block eradication of coca, and (2)

the B.A.P. personnel should be more predisposed to work more closely with the
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other key institutions in the Area (UNAS, Ministry of Agriculture and INIPA)

who are already receiving considerable budget assistance from PEAH.

Tt is within this context therefore, that the analysis and recommendations in

the balance of this chapter should be viewed.

We are not suggesting reform of

any of the various institutional actors but rather are attempting to present

ideas to these participants for facilitating a coordinated service to the farmer

client who requires and requests assistance.

B. Linkages Between Credit and Extension Activities

1.

Operational Environment

The two principal institutional actors whose activities need to be
linked are the B. A. P. and INIPA. To date these two parties have not
worked very well together. The role of PEAH to bring about coordination
between the two has not in the past received sufficient attention and
support. The resulting modus operandi has been for each of the three
institutions to follow their own routines. In addition to not
coordinating their scarce human resources to provide an integrated
approach to credit and technical assistance, they have at times worked
against each other. During the course of this evaluation negative
comments and complaints directed against the other institutional

participants was common. Sample comments are as follcws:
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-~ B.A.P. Administrator in Aucayacu: The Technical Package for cacao
plantings was developed on March 23, 1984 jointly by INIPA, PEAH
and B.A.P. The Bank is ready to move money for cacao but neither

PEAH or INIPA has delivered a single loan applicant.

- B.A.P. Tingo Maria: The list of potential clients provided by INIPA
in the past has been useless because virtually all are ineligible for
credit because they currently had credit with B.A.P. and/or were in
default on previous loans, wetre involved in growing coca, etc. They

keep repeating lists of the same ineligible people.

-~ INIPA extension agents (in field): The B.A.P. technical staff often
contradict previous advice given to farmers by INIPA agents, inform

farmers that INIPA advice is in error.

- INIPA extension agents: Bank procedures are too complicated and too
time consuming. Farmers are frustrated by the process and would

rather not make the effort to deal with B.A.P.

These brief comments help to illustrate the two markedly different points of
view. Each of the criticisms was defended by the other side which only helped
to confirm that real communication between INIPA and B.A.P. is non-existent. It
was assumed by the authors of this report that PEAH would help bridge this gap.
To some extent they do. PEAH staff was commended by B.A.P. for their efforts in
resolving bottlenecks in the arranging for credit to groups on flooded rice
farmers in the Tocache and Morada areas. However, PFAH sometimes is involved in

breakdowns of communications.
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For example, on July 4, 1984, the consultant team was provided a list of loans
approved by the B.A.P. Tocache agency for the month of June 1984. The list was
sent to the PEAH Zonal Office in Tocache with a covering memo dated July 2, 198k
(see Appendix B). The cover memorandum was signed at the bottom as being
received by the Project Office and dated July 3rd. As can be seen in the text
of the covering memo, B.A.P. cordially requests PEAH to inform INIPA as to the
list so that they can follow up with appropriate technical assistance. At a
Joint meeting between INIPA, B.A.P. and PEAH on July 9th in Tingo Maria, Ing.
Soto, the INIPA Extension Chief for Tocache reported that he was unable to provide
statistics on technical assistance provided to B.A.P. clients in his region
because the B.A.P. has failed to provide his office with the corresponding lists
for the past eight months. Ing. Carlos Arevalos was able to confirm that in
fact PEAH had been receiving the lists from B.A.P. on a regular monthly basis,
but for some unknown reason, the PEAH Zonal Chief has not been delivering the
lists to the INIPA Office. INIPA and PEAH share the same building in Tocache.

The offices of the two respective Chiefs are 30 feet apart!

This breakdown in coordination, therefore, involves something beyond the diffi-
culties of logistics. It involves attitudes, it involves lack of institutional
respect, and it involves lack of understanding of complimentary roles in providing
integrated service to the farmers of the region. Reversing this trend cannot be
done overnight and cannot be accomplished by merely wishing it were so. An
institution rebuilding effort should be undertaken which addresses policy,

program and required resources for implementation.

2. Policy
On November 23, 1983 an agreement was signed between the Ministry of

Agriculture, INIPA and B.A.P. for the purpose of carrying out joint
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activities in the agriculture sector. On June T, 1984 the corresponding
operating procedures were adopted to put the agreement into effect. This
document, copies of which were provided by the consultants to both AID

and PEAH, should serve as the legal base for building an effective working
relationship between INIPA and B.A.P. It provides clear instructions to
B.A.P. to integrate INIPA technical advice into its procedures and
conversely that INIPA should assist farmers in the formulation and pre-
sentation of credit requests to B.A.P. This recent agreement is an
extremely valuable document which provides the doctrinal guidelines that

have been missing to date.

Recommendation

PEAH should seize the moment and take initiative in the Project area to convert

this document into action. To do this, time and patience are required. To

begin with, a deliberate plan to accentuate the positive and minimize the

negative elements between INIPA and B.A.P. should be undertaken.

Program

The consulting team attendea a joint meeting of INIPA, B.A.P. and PEAH
senior staff in Tingo Maria on July 9, 1984. The purpose of this meeting
was for each of the three groups to present the current status of their
programs (accomplishments and failures) and to air grievances and doubts
concerning their complimentary roles. Free and frank discussions and
comments were encouraged by the respective directors and the resulting
eight hour dialopue provided a pood insipght as to where beginnings for
improved relations might be founded. The following analyses and resulting
recommendations are based both on the discussions during this meeting and
interviews and observations during field visits to Tingo Maria, Aucayacu

and Tocache.
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a. INIPA
The B.A.P. presentation tb the group was made with the use of flip
charts. It was observed that during this rather lengthy presentation
of B.A.P. rules, procedures, and loan and interest policies, most of
the INIPA extension chiefs took extensive notes. It was obvious to
the observer that INIPA personnel do not have the facts on B.A.P.
operations in sufficient detail to assist their clients in minimizing
the frustrations in making loan applications. During the discussions
of the day it became apparent that the agents tended to defend the
prevailing view of their farmer clients that the B.A.P. is difficult
to deal with, bureaucratic, etc. If in the future, it is expected
that INIPA agents will be active participants in the delivery of
agricultural credit, then they must have a sound working knowledge
of the banking system, and while in the field, operate as a communica-
tion link between the farmer client and the bank. If a borrower has
a legitimate complaint against B.A.P. the extension agent should be

in a neutral, well-informed position to help find a solution.

Recommendation

PEAH should organize a schedule to provide capacitation training to INIPA azents
both in the form of workshops and field orientation and practice. It is hLigliy
recommended that the National University for Tropical Agriculture (UNAS) become
the anchor around which this training is organized. The institutionalization

of training in credit delivery systems will provide for a repository of knowledge
and experience that can be made available to the next cycle of extension
specialists. Active participation of B.A.P. operating staff in these training/
practice exercises is of absolute necessity so that the effort stays as close

to real life situations as possible.
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To accomplish this objective it is suggested that consultants be contracted to
prepare and present an initial workshop which would focus on (a) the practical
elements of preparing an investment plan for a farmer based on the available
technical data relevant to the region (seeds, fertilizers, pesticides, mechani-
zation, ete.); (b) potential marketing avenues available for different crops
(state marketing agencies, use of intermediaries at farm gate, direct market
sale, agro-industrial processing such as the CAS Naranjillo co-op facilities,
etc.); and (c) the availability and cost of required financing to implement the
investment plan. These components could be presented for both short-term and

medium-term periods with emphasis on the latter.

A primary objective of this initial effort is to develop counterpart staff within
UNAS who could continue training activities during the absence of direct technical
assistance. It is imperative that adequate counterparts be made available at
UNAS. 1If the current staffing does not allow for this, funding should be pro-
vided by PEAH to establish such a position(s). Once this is provided, the Project
can and should fund a series of intermittent consultancies to further expand on
the findings of the initial workshop. Successful use of intermittent technical
assistance of this nature is predicated on the identification of specific
objectives that can be worked on in aniicipation of the next programmed visit

of the expert(s). 1In this vay the local professionals became directly involved

in the planning for and carrying out of training and thus develop a sense of
ownership in the final product. Such local commitment is essential to assure

that training inputs are tailored to the local operational reality.

In the longer term, it is ideal if the experts chosen to provide this initial
diagnosis and training assistance are attached to an institution which can provide

training and education at a higher level for a longer duration. Placement of



UNAS staff in courses and degree programs at overseas educational institutions

should be a goal.

is not possible to be specific as to the timing of this phase.

B.A.P.

However, due to the time constraints of this assignment, it

The Banco Agrario presents an image of a tightly controlled,

efficient operation.

rate on loans.

In the Alto Huallaga they have a high recovery

They depend solely on their internal technical staff

to evaluate economic feasibility of borrowers' investment plans, and
b

provide follow-up visits to monitor their implementation.

If only

more qualified clients would make loan requests at their three loca-

tions in Tingo Maria, Aucayacu and Tocache, they state that the bank

has installed administrative machinery to process additional loans.

But the clients do not come and the volume

decreasing.

of loans

has been

To put some perspective on the B.A.P.'s operations in the Alto Huallaga, it is

helpful to review three statistics:

volume of loans over the past few years,

current capacity of bank staff to make field visits in the project area, and

success in reaching the target group of farmers (see table below).

VOCLUME OF LOANS

AMOUNTS IN MILLIONS OF SOLES

Calendar Working Capital Capitalization Total
Year No. Amounti No. Amount No. Amount
1980 2,201 S/1,467 61 5/231 2,262 5/1,698
1981 2,596 1,951 1 10 2,597 1,961
1982 2,025 2,379 8 560 2,033 2,939
1983 1,283 3,312 7 70 1,290 3,382
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Considering the rate of inflation, the monetary value of loans in real terus

has been decreasing. According to statistics provided by the former credit
advisor attached to the program, the nominal equivalent of the 1981 loan volume
(s/1,961,000,000) would be S/5,302,782,000 in 1983. Yet the B.A.P. approved
loans for only S/3,382,000,000, representing a 36% decrease. Likewise the

number of loans approved dropped from 2,597 in 1981 to 1,290 in 1983 representing
a 50% decrease, medium and long-term loans have been negligible for the past

three years.

The second important statistic is the technical manpower available to B.A.P. in
the Alto Huallaga. The number of agronomists within B.A.P. who have the respon-
sibility of providing technical evaluations of loan requests and monitoring

execution of investment plans in the field, are as follows:

Tingo Maria
Aucayacu

Tocache

—
o jw w =

TOTAL

With an annual average of 2,000 loans being approved in the project area, each

technician would be responsible for approximately 200 clients. Considering that
these same bank staff have the additional responsibility for loan collection in
the field, the average field visit to an individual client can be superficial at

best.

Thirdly, the question of the effectiveness of reaching the targeted group of
farmers should be examined. Data provided to the consultants on this point was
less than satisfactory due to the real threat of physical violence in the Pro-
Ject Area during the period of the mission. Although all three of the B.A.P.

offices in the region were visited, the high level of tension and the need to
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return to our quarters before nightfall each day, severely limited' the possi-
bility of obtaining the data which would normally be requested. Likewise due
to lack of security, it was not possible to interview the farmer beneficiaries
and would-be beneficiaries of the Project funded credit activities. As a
result, this report does not provide specific information on the economic and

social status of those individuals who have teen receiving loans from the B.A.P.

Nevertheless, some useful data has been obtained which can be used as a basis

for further investigations by the Project administrators. An indicator which
reveals something concerning the type of credit client which uses the B.A.P.
credit facilities is that approximately 85% of the borrowers are repeat customers
of the bank. Because these clients have previously met B.A.P. administrative
requirements for loans, they receive quick and efficient service from B.A.P.
Information concerning the background and status of the remaining 15%, repre-
senting new clients of the bank, was not ascertained, but apparently a good
portion of this group represerts relatively large farmers who are expanding

flooded rice operations in the Morada and Tocache areas.

What is clear from the statistics is that the total number of farmers being
serviced has dropped dramatically (50%) since the peak of 2,597 in 1981 to 1,290
in 1983. Information provided by the INIPA zonal chiefs reveal that only a
very small portion of their targeted clients are recipients of credit from
B.A.P., Each of the nine zones attends to approximately 200 farmers. Data was
received from seven of the nine zones as follows:

No. farmers

Zone with 1loans
Rio Uchisa 19
Uchisa 0
La Morada 43
Aucayacu 17
Progreso 15
Tingo Maria 15
Cachicoto 12

TOTAL 121
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In other words 121 of the 1400 targeted INIPA clients, or about 9%, are B.A.P.

loan recipients as of June 1984,

Recommendation

Bach of the three B.A.P. offices in the project area should receive at least
one new staff agronomist whose principal function would be to work with new
potential clients. These agronomists should work directly with INIPA agents
in the field so that loan applications and technical evaluations can be done
on the farm site. Additional vehicles should be made available to these agro-
nomists to provide maximum mobility. PEAH should fund this reinforcement of

personnel and vehicles via a direct grant to the B.A.P.

Recommendation

Specialized training modules should be developed in conjunction with the
National University for Tropical Agriculture (UNAS) for B.A.P. personnel in
the project area. The emphasis of such training should be to develop skills
for preparing and using standard budgeting models parallel to the development
and use of technological packages. The objective of this training would be to
translate the rather formal, inflexible bank terminology and procedures into a
form which would be readily understood by the average farmer. This training
technical assistance would constitute component (c) of the training program

objectives described in section 3.a. above.

C. Linking Credit to Appropriate Land Use

In general, appropriate land use is something that will tend to change over time;
it cannot be determined a priori for any given period without reference to the
changing wants and needs of society and the availability (relative scarcity or

abundance) of other resources, such as water, fertilizer, machinery, manpower,

human capital, and so forth. Information about all these things must be consi-

dered and acted upon, before the information itself becomes obsolete.
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Recommendation

In terms of the immediate objective of the Project, of fomenting alternative
uses of land which is about to be eradicated from coca production, the PEAH
extension specialists and funded researchers must provide the lead. The accu-
mulated data on availability and applicability of input resources which has
been gathered by the Research Stations and the UNAS should be transferred from
the library shelf into real life application on the farm. A practical first
step in this direction would be to apply the soil analysis capability to the
fields of potential credit clients, using the INIPA infrastructure as the
principal channel. Soil analysis results could easily be integrated into the
technical evaluation document which is a requirement for obtaining credit from
the B.A.P. As discussed in the previous section it is hoped that a strong
working relationship can be established between the INIPA extension agents and

a reinforced technical staff internal to the Banco Agrario.

However, the farmers in the area can only be encouraged to make certain use

of their disposable land and water. The ultimate decision as to appropriate
use is theirs to make. The goal of the Project should be to provide sufficient
current information as to the best alternatives so that the farmer can make an

intelligent, well-informed decision.

This decision will be influenced to a great degree by the prospective market
conditions for any one product. Therefore, in addition to assisting the
farmers in making appropriate land use decisions based on technical merit of
the local resources, the Project should be in a position to support existing
marketing mechanisms (ECASA, ENCI, CAS Naranjillo, etc.) to provide incentives
to produce one product over any other. As discussed in Sections IV and V
availability of credit from the Project to strengthen marketing systems is

Just as important as providing credits to the individual farmers.



D. Administrative Constraints in Provision of Credit

BANCOOP has been inactive with respect to providing loans to the agricultural
clients in the project area for the past twenty months, and therefore, no
empirical experience is available to be evaluated. As a result the discussion
presented in this section is based on the administrative policies and procedures

of the Banco Agrario del Peru (B.A.P.).

1. Short-Term Crop Inans

The volume of paperwork required by B.A.P. for short-term loans up to

an amount not exceeding S/20,000,000, an amount well above the median
loan of S/5-6 million, is remarkedly low. The forms are short and
relatively easy to complete. However, the required supporting documents
can be major barriers to credit access. An example of a completed loan
request obtained from the B.A.P. agency in Aucayacu was reviewed. The
sample request has a total of eleven pages, three of which the borrower

is responsible for and the remaining eight to be completed by bank staff.
The three pages of data to be supplied by the borrower are as follows:
a. Page 1 of the Loan Request form which includes four sections:

- Personal data and location of intended agricultural activity.

- Brief description of purpose of loan.

- Statement of previous credits obtained from the bank.

- Listing of supporting documentation.

b. Copy of Certificate of Possession which is issued by the Ministry of

Agriculture.
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c. Sworn statement the borrower is not involved in any way with coca

related activities.

The latter two documents represent the bottleneck in processing loan requests,
which may be interpreted as credit rationing devices. The Certificate of
Possession is a particularly good device from the point of view of the Bank,

since its possession is highly correlated with the quality of the borrower.

First of all, many individuals refuse or are at least reluctant, to sign a
statement related to their non-participation in the coca trade out of a general
fear of threats from the majority of farmers in the Valley who are engaged in
growing and selling coca and from the coca traffickers. This impediment will
be partially overcome once the plan to eradicate coca fields on a zonal basis

is put into effect.

Secondly, the process of obtaining a Certificate of Possession from the Ministry
of Agriculture can be a time-consuming, frustrating experience for first time
borrowers. Often, several visits over relatively long distances and involving
high travel costs are required to present the request to the Ministry, arrange
for a topographer to visit the farm site and eventually pick up the executed
certificate. An additional restricting factor is that even though a farmer

may possess ten hectares, for example, but only actively plant six hectares,

the certificate will only be granted for the six. If the farmer wishes at a
later date to expand production to the full ten, a new certificate must be
issued after repeating the full administrative process. All nine of the INIPA
area extension chiefs cited this process of obtaining Certificates of Possession
as the major administrative constraint confronted by potential new clients of
the B.A.P. lending program. It should be noted that with the assistance of

PEAH staff in Aucayacu, exceptions to this piecemeal certification process
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have been oubtained. However, this is done on an ad hoc basis while the vast

majority of small farmers still face this considerable constraint.

2. Medium and Long-Term Loans

Applicants for medium and long-term loans complete the same form which
is used for short-term credit, and must provide the same two attach-
ments cited in sub-section 1 above. Additionally two other documents
are required which farmers are reluctant or unable to provide. They

are:

a. 3Balance Sheet and associated tax receipt.

b. Municipal Real Estate filing and related tax receipt.

Although copies of these documents were not obtained, the B.A.P. administrator
in Aucayacu indicated that they are relatively simple requirements and local
accountants assist in their preparation for a modest fee. However, potential
borrovers shy away from this requirement because they usually are filing for
the first time and the tax authorities try to collect taxes (plus penalties

and interest) for prior years' unpaid amounts. While not condoning this common
practice of tax evasion, this fact of life in the project area represents a

real constraint to medium and long-term credit and for this reason is noted here.

Recommendation

PEAH cstablish a special task force to provide adequate resources for cadaster
surveys to speed up the process of granting Certificates of Possession by the

Ministry of Agriculture in lieu of land titles.
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It has been noted that in the original Project Paper for the Uppér Huallaga
Agricultural Development, an amount of US $656,000 is budgeted in a line item
titled "Development and Interpretation of Resource Information". Within this
line item several activities are contemplated among which is a cadastral
survey "to provide the basis for maintaining current land ownership records"
in conjunction with the Ministry of Agriculture. Due to the fact that lack of
Possession Certificates is such a major constraint in not only moving the
PEAH credit component but agricultural credit in general, AID and PEAH
authorities should give priority attention to the resource component of the
Project. 1If it is found that the original budget for this activity is not
sufficient to carry out this work in an expeditious manner, then it should be

reinforced as required.

Pending a reinforced effort to complete cadastral data, the B.A.P. should
consider relaxing the requirements of the certificate on an exceptional basis
in the event that cadaster services do not keep pace with eradication. A
simple form signed by an INIPA agent could serve as a temporary certificate
for loan granting purpose. It is understood by the consulting team that this
Certificate of Possession serves no purpose other than meeting B.A.P. criteria.
B.A.P. should consider being more flexible in those cases where the potential

loan is being funded by PEAH resources.
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VII. SPECIFIC ISSUES

A. Introduction

This section addresses specific issues raised by AID and PEAH personnel during

the course of the field mission. The six topics discussed below are:

A, Accountability reporting by B.A.P. to PEAH as support for

additional loan drawdowns.

B. The B.A.P. proposed system for capitalization loans called
AHORRE-PAGANDO.

C. The so-called World Bank Deflator mechanism for evaluating

subloans.
D. In-kind credit mechanism for medium or long-term loans.
E. Indexation of loans
F. Financial Institutions other than Banco Agrario.

The first topic attempts to provide some basic accounting data and related pro-
cedures which will be uv<ful principally to USAID project supervisory staff. Topics
B, Cand D present summarized descriptions of various banking procedures,

either in place or proposed by B.A.P. The consulting team does not consider that
any of the three procedures will significantly impact on the credit component of
the project. The Ahorre-Pagando system and the World Bank Deflator mechanism are
basically a means of packaging B.A.P. credit in a way that is more readily
accepted by the borrowers. The in-kind credit mechanism, while attractive for

its simplicity of understanding by the farmer, is a potential bookkeeping night-

mare for B.A.P. and should only be considered on an experimental basis.
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Banco Agrarijo Reporting to PEAH

1.

Monthly Data on Executed Loans

On December 19, 1983 PEAH ad“ressed a letter to the B.A.P. Administrator
in Tingo Maria indicating that USAID was requiring supporting documenta-
tion on its loan drawdown requests that would show the progress disburse-
ments against every approved loan. The Banco Agrario has replied that
this level of detail would place an undue additional burden on its
accounting staff and that if PEAH really needed the information, either
they or the USAID representatives could have access to their records at

any time.

The consulting team was requested to look into the matter during their
visit to the field in order to make an assessment of how much additional

work might be involved in providing the requested information.

Based on interviews with Ing. Roberto Merino, Deputy Director for Credit
of B.A.P., and inspection of accounting records in the B.A.P. Tingo Maria
Office, it was found that the source of information for preparing the
monthly lists sent to PEAH, titled 'Cuadro Estadistico de Prestamos

Otorgados con Fondos del PEAH Ejecutados en el mes de "is

not the individual subsidiary record for every loan, but rather emanates
from a bound notebook where auxiliary annotations are made outside the
regular accounting stream. Only the face amounts of the loans are noted
in this book and, therefore, disbursement data and running subtotals are

not available from this source.

For illustration purposes, a hypothetical case of a loan being requested
and approved for S/10 with scheduled disbursements of S/k, 4 and 2 has

been developed. The process of posting the accounting records for the



ol

first two disbursements is shown in flowchart form (Exhibi£ 1). The
sequence of activities has been simplified so that the flow is self-
explanatory. The key step is activity No. 9 in which the auxiliary
book is posted for S/10 based on a report from the cashier of a s/b
disbursement. At the point of disbursement (for any amount) the face
value of the loan becomes "Executed" and enters the formal records for
the first time. The Accounting Section opens an individual subsidiary
ledger card and posts the S/10 commitment and the first disbursement

of S/4 at step No. 10.

At step 11 when the farmer requests the scheduled second disbursement,
the Accounting Section verifies availability of the account and
authorizes payments to the Cashier. Based on the disbursement trans-

acrtion, the ledger card is appropriately posted.

If the end-of-month occurred between Steps 10 and 11, the Report to
PEAH would list an "Executed" loan to the farmer for S/10 while the
accounting records would show an approved loan of S/10 and a disburse-

ment of S/b. The records are out of synchronization and always will be.

The obvious conclusion to this circumstance is that the list prepared
for reporting to PEAH is an inconclusive non-accounting document. For
B.A.P. to provide progress payments and open loan balances by individual
PEAH clients of the B.A.P., the individual ledger records in the
Accounting Section would have to be accessed. A separate listing of
loan accounts with undisbursed balances would have to be created, one
each for Tingo Maria, Aucayacu, and Tocache, and be posted monthly until

the balance of an individual loan reached zero. At this time it would
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be dropped from the list. Although this procedure is not currently
being used, it could, of course be done. However, using a non-
computerized base, which is the case in the three concerned B.A.P.
offices, it would be a considerable added burden to the B.A.P., con-
sidering that during the planting season the number of loans on the
list would be in the hundreds. It would be even more difficult for
PEAH personnel to prepare the lists because they would have to travel

monthly to each of the three B.A.P. offices to extract the required data.

B.A.P. Accounting Statements and Loan Drawdowns

In order to independently verify that the accounting records are posted
differently from the auxiliary PEAH loan book, a reconciliation of the
two was attempted for a representative month. The schedule on the
following page (Exhibit 2) was prepared using data from the May and June
1983 accounting statements prepared by B.A.P. Tingo Maria (Appendix D).
Part A shows the outstanding balance of undisbursed loans brought forward
from May 31, 1983, the June 1983 activity and the closing balance of
undisbursed loans at June 30, 1983. Part B shows a summary of the lists
by individual loan provided to PEAH for the month of June 1983. Note
that the amounts in Part B are not separately identifiable in the break-

down in Part A.

Under the current procedures of B.A.P., as described above, the information
provided in Part B is valid only for the current month in which it is
prepared because subsequent adjustments, such as loan cancellations or
lapsed loan amounts, are never reflected. The amounts presented in this
list should, therefore, be used only as statistical data for loans that
have reached the execution stage. A computerized data base could be

created using this information to keep track of loan size, product, name
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BAP Tingo Maria Reporting to PEAH
Reconciliation between Accounting Statement and New Loan List
for the month of June, 1983

BAP Accounting Statements

Balance brought forward at May 31, 1983
Approved loans to be executed S/ 65,000,000
Executed loans to be disbursed 88,713,106
S/153,713,106

June 1983 Activity:

Loans approved in June 1983 18,920,000
Loans disbursed in June 1983 (51,848,544) (1)
Loans cancelled (19,000,000)
Lapsed loan balances (510,000)
(52,438,544)
Balance at June 30, 1983 S/101,274,562

(1) Represents disbursements against prior months loan commitments in
addition to first disbursements of current month loaiws.

BAP Loan Statistic Schedule submitted to PEAH

Titled "Ejecutado en el mes de junio"
Short term loans:

Tingo Maria s/ 5,890,000
Aucayacu 12,509,000
Tocache 14,480,000
32,870,000
Medium/Long-Term Loans 14,000,000
TOTAL s/46,870,000 (1)

(1) Includes loans against which first disbursement was made during month
of June 1983. Amount is for total face value of loan even for those
with only partial disbursement in June.
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beneficiaries, location of farm site, etc., but this should not be

a substitute for accounting data being produced on an ongoing basis.

Recommendation

For the purpose of documenting drawdowns on USAID funds to finance new loan
activity for the PEAH revolving fund, the accounting statements, which present

a summary reconciled transactions for the loan approvals, disbursements, can-
cellations and lapses, should be used. AID can be assured that this information
flows from the normal accounting system, subject to internal controls, recon-~

ciliations, and audit of the Banco Agrario.

Recommendation

Additionally, for the purpose of drawdowns, USAID should be satisfied first
that the previous cumulative drawdowns are being utilized by B.A.P. within

the revolving fund condition of the agreement between PEAH and B.A.P. This
requires information on a global basis regarding the flow of capital and
interest payments back into the B.A.P. from their outstanding loan portfolio.
This data is made available through the normal accounting system and shown on
the B.A.P. regular monthly financial statements. This information, of course,

would not be available from the individual loan ledger records and lists.

C. Banco Agrario Del Peru —Ahorre-Pagando System for Capitalization Loans

Based on information received from Mr. Romulo Grados, Director of Planning at
B.A.P. Headquarters a brief description of the newly conceived credit system

known as "Ahorre-Pagando'" (Save-Paying) follows:

The underlying logic of this system is to reduce (or stabilize) the effective
interest rate paid on medium/long-term loans for Capitalization while providing

a substantially higher return to the B.A.P. The means by which this is
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accomplished is through the establishment of an escrow investment éccount in
US dollars over the term of the loan. 1In the example provided by the bank,
which appears on the following page, in case I.1.A., the effective interest
rate to the farmer is 58.7% while the effective rate of return to B.A.P. is

87.0%.

The system basically works as follows: Eleven percent of the face value of
the loan is retained by the bank at the point of disbursement. This amount
is coded il. During the life of the loan, the interest portion of the quar-

terly amortization, denominated i is added to the US $ escrow account.

2,
il
11% )< $100 (Loan Amt.
AP (Ahorre-Pagando) = il + i2 * —— ( )
, —0
Assuming: CB(Bank Cost) = Cp (Producer Cost)
—~4-1st Qtr.
1 US Escrow
Then: CB = cP + AP Account A ona
¥ i,
1 Commercial —1-3rd <
Therefore: C~ ¢ C Bank
P
l —4hth
Because: AP > ¢ Generates ete.
"AP"
AP estimate for lst year is
Us $15,000,000

The simple truth in this equation is that the AP offsets the total cost to the
farmer and thus reduces his effective interest rate. In the example cited above,

item I.1.A., the equation equivalent is as follows:

or 87.0% = 87.07
Cp = Cp + AP

or 87% = 58.7% + 28.3
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II.

ITI.

. AHORRE EN $ (11%)

. RETENCION 10 + 1 AL INICIO
. 30%Z DE REAJUSTE ANUAL DE LA CUOTA
. MODULO: S/. 1'000,000

TASA DE INTERES TASA EFECTIVA
AL PRODUCTOR AL BAP
NOMINAL EFECTIVA

CAPITALIZACION I:

lo.A.

20.A.

EN 5 AROS SIN AROS DE GRACIA 43.5%
(SEMESTRE VENCIDO)

EN 6 ANOS 1 ARO DE GRACIA 43.5%
(TRIMESTRE VENCIDO)

58.7% 87.0%

56.6% 82.9%

TRACTORES ~IMPLEMENTOS - EQUIPO - MOTORES ~ BOMBAS - HERRAMIENTAS
SEMBRADORAS , COSECHADORAS Y TRILLADORAS PARA SELVA

TRILLADORAS PARA SIERRA
INFRAESTRUCTURA Y CONSTRUCCIONES
VEHICULOS

MEJORAMIENTO Y NIVELACION DE TIERRAS
MOLINOS

CAPITALIZACION I1I: TRIMESTRE VENCIDO

lo.A.

20.A.

EN 10 AROS cON 4 AROS DE GRACIA 43.5%
EN 10 AROS CON 2 AROS DE GRACIA 43.5%

GANADO DE LECHE, DE CARNE Y DE TRABLAJO
CULTIVOS PERMANENTES: FRUTALES Y PASTOS
SISTEMAS TECNIFICADOS DE RIEGO

PRIDI.

CAPITALIZACION III: SEMESTRE VENCIDO

lo.A.

EN 5 AROs sIN AFOS DE GRACIA. 63.5%

SEMBRADORAS - COSECHADORAS - TRILLADORAS
ORDERADORAS MECANICAS

53.8% 81.9%
54.5% 84.7%
83.5% 101.6%

8).59 - 81.56

PRIMERA CUOTA
S/.

24,827

42,792

131,347

48,857

82,005

MENSUAL

14.82

5.5%

9.22

CARTERA PROPUES
TA
s/. z

78.0

oL

20.0

2.0
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The above description is in simplified form due to the lack of timé to fully
investigate the mechanics. For future reference USAID should contact Mr. Luis
Gavindo of the Banco Popular who conceived of the scheme. It is our under-
standing that this formula was built and tested using computer models and that

several variations on the same theme have been developed.

D. World Bank Deflator

The deflator mechanism utilized in relationto World Bank funded loans granted
by the B.A.P. is merely a mechanism for evaluating the rentability of a proposed
agricultural investment presented for credit approval. The deflator index is

calculated through the following formula:

n
Index = 1 where R the inflation rate and

1 +R n number of years.

The deflator index is applied only to the long-term amortization and related

interest expense over the life of the loan.

A loan application using the deflator method is presented on the following three

pages.
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WORLD BANK DEFLATOR MECHANISM

Case provided by BAP - Tocache
Coffee Production Loan - Villarica, Chanchamayo
Combination Long-Term and Short-Term Credit

Utilizetion of Loan Proceczds:

A. Fixed investment

Electricity generating equipment §/24,000,000
Heating Unit 10,500,000
Dryer and plant 52,472,200

86,972,200
Miscellaneous 13,027,800

100,000,000
Client Contribution 10% (10,000,000)

BAP loan amount $/90,000,000

B. Short-Term Credit

1. Operating Capital at $/55,000,000/year
2. Capitalization of

short-term interest

first three years $/76,936,000

Current Inflation Rate as per BCR = 70%
Interest rates:

Long-Term = 54 + 3%

Short-Term = 60 + 2%



BAP INTECRATED CREDIT UTILIZING BIRF DEFLATOR MECHANISH

oAl A e e e . ——————————————

SIX YEAR LOAN FOR COFFEE PRODUCTION

— e ———

In Thousands of Soles

€L

Year 0 1 2 3 a H 6 Total
1}
A. Sales 135,000 135,000 135,000 135,000 135,000 135,000 810,000
B. txpendituces
Fixed Investment 100,000
Crop Inputs 55,000 $%,000 55,000 $5,000 $5,000 $5,000 330,000
C. Net Benefit before
financing costs . 80,000 80,000 80,000 80,000 80,000 80,000 480,000
D. Pinanclag
1. Cllent Contribution 10,000
2. Long-Term Loan 90,000
3. Short-Term Loan $5,000 $5,000 $5,000 55,000 $5,000 55,000 330,000
4., Capltalized Interest 27,477 21,417 21,982 76,936
g. Amortizations + Payables
1. Long-Term Loan (NV) . 18,000 18,000 18,000 18,000 18,000 90,000
Long-Tera Loan (DV) - 6,228 3,654 2,142 1,260 7138 14,022
2. Short-Term Loan
Capital $5,000 55,000 55,000 55,000 $5,000 $5,000 330,000
Capitalized Intecest 27,477 22,477 21,982 76,936
3. Other Obligations (NV) 3,000 1,850 1,100 1,300 1,400 800 10,450
Other Obligations (DV) 1,764 640 223 155 98 74 2,954
r. Iaterest Expense
1. ton;-for- (NV) 33,481 20,520 15,390 25,650 15,390 7,695 118,126
ong-Term (DV) 19,687 7,100 3,124 3,052 1,077 315 34,355
2. Short-Term 41,800 41,800 41,800 41,800 41,800 41,800 250,800
3. Other BAP Loans (NV) 6,583 4,694 3,528 2,835 2,016 1,134 20,790
Other BAP Loans (DV) 3,870 1,624 716 337 141 45 6,734
G. Net Benaefit 12,879 22,608 30,483 32,514 35,624 37,027 171,135
H. Deflator Index .588 .346 .203 .119 .070 .041

NV = Nominal Value
DV = Deflated Value
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WORLD BANK DEFLATOR INDEX

Inflation Rate: 70% as per Central Bank, June 1984

Formula: 1 \\ n where n = No. of years

1 + Inflation rate)

Year

1 ( 1 \1 = 0.5882
1l 4+ .7

1 Y = 0.3460
1+ .7

1 )3 = 0.2035

1+ .7
4 ( 1 \“ = 0.1197
1+ .7

1 )5 = 0.0704
1l + .7

1 \6 = 0.0410
l+ .7
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In the example, the S/90 million face amount of the loan given in year O is
deflated over the six subsequent years resulting in a cumulative repayment of
only S/14 million. Similarly, the nominal interest expense of S/118,126,000
is deflated to S/34,355,000. Other long-term payables and obligations are
similarly deflated. The four affected line items of the income and expense

schedule can be summarized as follows:

(in 8/ millions)

Line Nominal Deflated

Item Description Value Value Difference

E.l Amortization of Capital 90 1k 76

F.1 Interest Expense 118 34 84

F.3 Other B.A.P. Loans 21 ( 1k

E.3 Other Obligations _1lo 3 _T
TOTAL 239 58 181

The bottom line "Net Benefit" of S/ 171 million cumulative through year 6 is
calculated by using the deflated values. In terms of nominal value the bottom
line would show a loss of S/10 million (S/171 million less reduction of nominal

amounts by S/181 million through deflation), as shown on the following schedule:

(in S/ millions)

Description Nominal Value Deflated Value
Soles 810 810
Crop Input (330) (330)
Net Benefit before financing costs L80 80
Amortization - Long-Term Inan (90) (14)
Other Obligations (10) (3)
Interest Fxpense - long-Ternm (118) (3L)
Interest Expense - Chort-Term (251) (251)
Other B.A.P. Loans (21) (7)
(490) (309)
Net (loss) benefit often financing costs (10) 171
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The deflator method is a means of presenting the project as profitable and thus
increasing its chance for funding. However, as can be seen on the schedule,
projected sales and crop input costs are expressed in year 1 current prices,
neither deflated nor inflated. The result is a mixed set of criteria which

will almost certainly result in favorable projected results. A similar result
could easily be obtained by adjusting both sales and cost of inputs by a similar
inflation rate (indexing) and leaving debt service in nominal terms. Either
method in this case is acceptable, not because of the accuracy of the calculations
and predictability but rather because of the high gross margin of 59% between

sales of S/ 135,000,000 per year and costs of production of S/ 55,000,000.

The acceptability of the deflator method is based in part on (1) its ease of
application —it deals only with financing costs and voids the difficult task
of predicting crop prices and input costs for several years — and (2) a constant

interest rate during the term of the loan.

E. In-Kind Credit Mechanism

The concept of extending credit for medium or long-term projects by expressing
the face value of the loan in equivalent quantities of farm output is innovative

and potentially useful in the promotion of credit in the Alto Huallaga.

The attached document (Appendix F) was prepared by the B.A.P. Tingo Maria office
and presented to their Lima Headquarters Office for review. At the time of the
MAST mission to Peru, this document had not been reviewed or opined on by the
Lima B.A.P. officials, and therefore it appears that this topic has a very low
priority within the Bank. HNevertheless, the document demonstrates that it is

possible to negotiate and administer a loan expressed entirely in in-kind

denominations.
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However, this concept should be tested on an experimental basis, if at all,
either by B.A.P. or some other financial institution. Unlike the case of
indexing loans it appears that in-kind credit cannot prejudice the borrower,

and that is good. The risk is taken by the financial institution, because their
repayment is based on an unpredictable and often controlled future commodity
price. If proper guarantees to the financial institution, such as minimum
guaranteed floor prices of the selected crop, could be established, then the

system might be workable.

Recommendation

The consultant team recommends that PEAH pursue this concept as an experimental
basis with either BANCOOP or the commercial banks to test if they are more
receptive to the idea than B.A.P. apparently is. If favorable responses occur,
experimental loans, especially for medium-term capital investments should be

attempted.

F. 1Indexation of loans

The indexation system of revaluing the capital portion of medium-term credit
vhich is pegged to the national inflation rate should be dropped as a condition
of USAID funding of this project. While the concept of indexation has merit
from the perspective of protecting capital resources of the bank and rationing
credit to those projects with the highest economic potential, its application
in the Peruvian commercial sector has had no meaningful support and has been a

failure,

[acking a nntionwide banking system adoption of indexation, the future prospects
of using 1t successfully in the B.A.P., much less in Just one small part of the
B.A.P. such as the Alto Huallaga area, are virtually nil. Additionally, the

practical experience of the few medium-term loans approved with the indexing
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component is extremely negative. During the inspection visit to Tocache on
July bth, information was gathered on two indexed loans, one to Mr. Mariano
Pinares Sanchez, the other to Mr. Julio Brunner Jaggli. Both cancelled their
loans within the first year of funding and are currently ligquidating their
disposable assets to pay off the capital as quickly as possible. The negative
experience of these two cases is a widely known fact in the entire valley, and
thus indexed loans are effectively blacklisted. The Administrator of the B.A.P.
Tocache agency flatly stated that he would refuse to make any indexed loans in

his area.

It is unlik~ly that any other banking institution such as Bancoop or any commer-
cial bank, could successfully promote reintroduction of the index system in

the Project Area. Other methods of providing real or near real interest rates
to Bancoop or commercial banks which potentially could serve as conduits for
credit must be explored. Indexing will not work unless there is a dramatic

drop in the national inflation rate and a projection for medium term stability

in the financial markets of Peru.

G. Financial Institutions Other than Banco Agrario

1. Bancoop

Due to the inactivity of Bancoop as a viable financial institution over
the past twenty months, no evaluation of its operations was possible
during this mission. The consulting team interviewed Bancoop staff at
its Lima Headquarters and at its field offices in Tingo Maria, Aucayacu
and Tocache. Rased on these interviews and other information made
available on the current status of Bancoop it was learned that it is
soon to implement a reactivation of functions both at the national
level and in the Project area. Approximately S/400 million of their

new funding sources is carmarked for lending in the Alto Huallaga.
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Bancoop has stated that loan requests in hand ready for approval (as
of July 15, 1983) amount to approximately S/150 million (US $48,000)

from the Project area.

Due to the long interval that Bancoop was inactive and to the fact
that depositers were unable to withdraw funds from their savings
accounts, the reputation and prestige of the institution has suffered
a severe blow. Tt is making a valiant effort to revive itself and
apparently has strong support from its members who hope to see their
institution thrive once again. However, this will be a slow process
at best and it is doubtful that the institution will be able to
mobilize significant new savings deposits in the short-term. It is
therefore, the recommendation of the consultants that the Project
explore alternative channels to fund agriculture credit in the Alto
Huallaga until such time that Bancoop can demonstrate renewed financial

soundness.

Commercial Banks

Inquiries were made during the course of the mission as to the possibili-
ties of channeling Project funds through the commercial banking system.
The consultants interviewed the Administrator of the Banco Amazonico to
test their receptive 'ess and to assess their capabilities to handle
agricultural credit. Carrently, the Banco Amazonico is not lending
directly to farmers and has no demand for loans in the commercial sector
beyond a ninety day term due to their nced to charpe as close to real
interest rates as the law permits. They do not have an office in
Aucayacu nor do they have agronomists or agricultural technicians on

their staff.
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Nevertheless, they did show interest in a possible relationship with
the Project if the proper incentives could be negotiated. The Tingo
Maria Administrator indicated that he would consult his headquarters

office as to the feasibility of funding relationship with the Project.

In addition it was learned that the PEAH officials have had previous
discussions with the Banco de Credito concerning a possible financial
relationshin, In fect, a draft agreement had been prepared and is on

file at the Project's office.

It is the opinion of the consultants that these discussions should be
pursued will the objective of constructing a viable alternative to

the Banco Agrario program. If the inflation rate continues to decline
and reaches a reasonable level (below 50%) then the commercial banking

system may very well be able to place medium and long-term credit.
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VIII. CONCLUSION

The Project design foresaw an increase in demand for small farmer production
credit as coca eradication proceeded in the valley. The MASI team analysis
suggests a decrease in demand (or tolerance) for debt as economic prospects
dim. One way of viewing this situation is that the Project sees the credit
fund more or less in terms of a disaster relief fund. After a natural disaster,
such as the flood on the coast, there is, indeed, an increase in demand for
credit. But in the case of a natural disaster, there is a clearly defined
'after'. Coca eradication, in contrast, is an ever-gathering storm. Facing
an uncertain future we might expect small farmers to be willing to take on
fewer obligations, rather thar more, particularly if coca farming has served
as a supplemental source of income to cover obligations in general, including

obligations to the B.A.P.

Even if coca eradication were to occur all at once over a large area, the
analogy with a disaster relief fund would be misleading, since in this case,
although there would be a more clearly defined 'after', it would also be a
quite different 'after', with the income potential of the small farmers who
were also coca producers permanently reduced. We see that two conflicting
tendencies are at work. On the une hand, a nced for 'disaster relief' may
cause the demand for PEAH credit funds to increase. On the other hand, the
reduced income potential of small farmers may make them more recluctant to
assume debt. Which Lendency may prove to be the stronger is difficult to
know a priori. Tt is at least an even bet that demand for B.A.P. credit in

the Valley is negatively correlated with the success ¢f the coca eradication,
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The main conclusion of this report——that to achieve the Project goal a sub-
stantial portion of the PEAH credit fund must be directed toward agro-industrial
projects meeting certain employment generating criteria—was arrived at by
considering the credit delivery system and the relative weakness of credit as

a means of directing individual economic activity. This brief analysis of the

demand for credit in the PEAH region would tend to support this conclusion.
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IX. TECHNICAL ASSISTANCE

A. Evaluation

For the past two years the PEAH has had a full-time credit advisor stationed

in Lima. As stated earlier in the report, the MASI team has concluded that
credit facilities going exclusively to producers has been inefficient and
ineffective within the present credit delivery system. A shift of a signifi-
cant portion of the credit to promote development and investment in facilities
and services relative to expanding the markets for farmers' output would prob-
ably result in a better use of project funds. This mixed market and producer
credit strategy requires different and broader technicel assistance capabilities
than originally planned in the Project Paper (the single, long-term credit
advisor, principally experienced in credit delivery systems for producers).

The project can best be served by using a variety of intermittent consultants
who can address specific problems and develop new policies and procedures as
needed. It would be expected that future technical assistance of credit advice
would mainly be carried out in the Project area rather than Lima. FEmphasis
should also be placed on practical solutions to the problems encountered in the

field, many of which are identified in earlier sections of this report.

There is an Agribusiness and Marketing Study in the PEAH planned to start in
November, 1984. It will be useful to review the PEAW Agribusiness and Marketing
Study before a credit strategy is crystallized and finalized for the remaining
life of the project (PEAH), especially with respect to technical assistance

requirements.

B. Recommendations

It is recommended that the following types of technical assistance be considered
as intermittent consultancies rather than a single full-time credit advisor;

their suggested activities are outlined under each specialist:
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1. Credit Strategy Specialist/Economist (six weeks annually)

- Evaluations to assess economic impact of the credit program

2. Credit Delivery Systems Specialist (one month, three times/year)

- Evaluations to assess progress of procedures to achieve credit

strategy

- Provide specialized training on credit delivery systems coordinated

through UNAS-Tingo Maria, as enumerated in Section VI of this report

- Provide advice about arranging institutional connections to channel

funds for medium and long-term credit

3. Food Processing Specialist (one month, semi-annually)*

- Design and evaluations of technical requirements for small and

medium-scale food processing projects credit identification and

monitoring system

i, Agricultural Storage, Handling and Distribution Specialist (one month,

semi-annually)*

- Design and evaluations of technical requirements for small and
medium-scale agricultural products' storage, handling and

distribution projects credit identification and monitoring system

* Sec Appendix F for more details of proposed duties
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5. Financial Analyst (one month, semi-annually)*

-~ Design and evaluations of micro-economic, financial analysis
systems for new or expanded small to medium-scale enterprises/

projects brought into financial institutions in the credit program

C. Candidates

The terms of reference requires MASI to suggest candidates for the proposed
techmical assistance. Appendix G is a Roster of Potential Rural Financial
Market Consultants (June, 1983) compiled by Ohio State University. Almost all
of these consultants are also in the MASI Registry of International Development
Professionals. These specialists would qualify for the Credit Economist or

Credit Delivery Systems Specialist categories.

Additional candidates for the other positions follow:

Food Processing Specialist Fred Wing
Richard LaCroix

Frank Masson
Robert Reed

Agriculturul Storage, Handling

and Distribution Specialist James Wimberly
William Black
Jack Ross
Financial Analyst Donovan Rudisuhle

Charles Wilding-White

* See Appendix F for more details of proposed duties
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Background

The USAID/Peru-Government of Peru (GOP) funded Upper Huallaga
Area Development Project includes complex credit activities which
are functioning ineffectively or not at all. The Project is an
integrated development activity in the high jungle area of Peru.
Credit activities range from in-kind credit (crops and livestock)
to short and medium-term agricultural credit. Problems are based
in leading policies, practical gquestions of management,
institutional weaknesses of the Project itself and in-sufficient
experience and/or expertise in the implementation of credit
activities - particularly in-kind credit - proposed under the
Project.




ARTICLE I - TITLE

High Jungle Project Credit Advisory Services
(Project No. 527-0244)

ARTICLE II - OBJECTIVE

The objective of this technical advisory service is to assist the
Mission and the GOP to determine the most effective, efficient,

and practical way to manage the credit funds available to Project
beneficiaries through the Upper Huallaga Area Development Project.

Special emphasis will be placed on practical, field-oriented
decision making and documentation management as well as staffing
and practical training requirements as appropriate. Detaiilied,
specific steps to implement each recommendation should be
provided and these recommendations must be made in the light of
the present physical, social, logistical, and institutional
realities prevalent in the Project Area.

The following issues will be addressed:

(a) Identification of administrative constraints in provision of
credit.

(b) Study future prospects for including indexation as part of
the project activity.

(c) Evaluation of linkages or lack of linkages between credit and
extension activities.

(d) Mechanisms for linking receipt of credit (both from Agrarian
Bank & credit in-kind fund) to appropriate land use, with
reference both to carrying capacity of the land and to the
use of marginal lands presently under coca cultivation.

(e) Assess utilization of credit by users and future credit needs
of project.

Finally, the Contractor shali evaluate the long and short-term TA
needs of the Project and, assuming a need, will prepare a
detailed scope of work for an advisor -or advisors- who will work
with the Project. Advice will also be provided to the Mission on
identifying candidates to fill the TA position(s).

ARTICLE III - STATEMENT OF WORK

General:

The Contractor shall provide technical gquidance, sufficiently
detailed and specific, to permit informed judgements by the



Mission and GOP on credit matters which need to be addressed in
the short-term. Additionally, the Contractor shall provide a
scope(s) of work for a long and/or short-term, field-oriented
technical advisor(s) to work with the Project in the management
of Project credit activities. Finally, the Contractor shall
assist the Mission to identify suitable candidates for the

long-term position(s).

Specific:

The Contractor shall review all relevant Project documents to
ascertain the scope and intent of all credit activities
envisioned under the project. The Contractor shall interview
appropriate Mission personnel - including Project Manager, Office
Chief, and Senior Mission Management - and GOP Project
headquarters and field staff as well as contract technical
advisory staff and Agrarian Bank Officials. Finally, the
Contractor shall meet with farmer beneficiaries and would-be
beneficiaries of Project funded credit activities.

The Contractor shall then advise the Mission and the GOP on
specific steps to take in the short-term to address areas of
concern in the project.

ARTICLE IV - REPORTS

The Contractor shall submit one report with two distinct sections
which will cover, respectively, the issues (cited in Article III
above) relevant to the Upper Huallaga Project, and the need for
and (presuming a ne=d) scope or scopes of work for technical
assistance required by the Project.

A draft report covering both Sections, or separate drafts each
covering a specific section, must be submitted to the Mission by
two weeks before the team's departure from Peru. A second,
combined draft, responding to any Mission or GOP comments on the
first draft, must be submitted before the team's departure from
Peru. The final report, responding to any Mission comments
cabled to AID/Washington within 10 days of the team's departure,
must be submitted to the Mission within a month of the team's
departure from Peru. £&tight copies of each draft and fifteen
copies each in English and Spanish languages of the final report
will be required. Reports will be submitted to the AID Project
Manager for the Upper Huallaga Area Development Project who will

make distribution to the GOP.



ARTICLE V - RELATIONSHIPS AND RESPONSIBILITIES

Technical quidance will be provided to the Contractor by the AID
Project Manager of the Upper Huallaga Area Development Project.

ARTICLE VI - TERM OF PERFORMANCE

The effective date of this work order is June 22, 1984 and the estimated
ccmpletion date is August 30, 1984.

Subject to the written approval of the Project Manager (see block
5 on the Cover Page), the ~stimated completion date of this work
order may be extended provided that such extension does not cause
the elapsed time for completion of the work, including furnishing
of all deliverablass, to extend beyond 30 calendar days from the
original estimated completion date. The contractor shall attach
a copy of the Project Manager's approval for any extension of the
term of this order to the final voucher submitted for payment.

It is the contractor's responsibility to ensure that the Project
Manager-approved adjustments to the original estimated completion
date do not result in costs to the Government which exceed the
total amount obligated for the performance of the work. Under no
circumstances shall such adjustments authorize the contractor to
be paid any sum in excess of the total amount obligated in this
order for the performance of the work.

Adjustments which will cause the elapsed time for completion of
the work to exceed the original estimated completion date by more
than 30 days must be approved in advance by the Contracting
Officer.

ARTICLE VII - LEVEL OF EFFORT

Burdened Daily
Position Fixed Rate Person Days Total

Sr. Rural Development

Specialist (Credit

Economist) 25
Sr. Rural Development

Specialist (Credit

Delivery Specialist) 25
Sr. Rural Development
Specialist 2
Secretary 15 e

TOTAL ESTIMATED LEVEL OF EFFORT . ¢eeeeeesososaseaes $28,657.80
Rounded to §$28,658.00


http:S28,658.00
http:28,657.80

Subject to the prior written approval of the Project Manager (see
Block No. 5 on the Cover Page), contractor is authorized to
adjust the number of days actually employed in the performance of
the work by each position specified in this order. Contractor
shall attach a copy of the Project Manager's approval to the
final voucher submitted for payment.

It is the contractor's responsibility to ensure that Project
Manager-approved adjustments -to the work days ordered for each
position do not result in costs to the Government which exceed
the total amount obligated for the performance of the work.
Under no circumstances shall such adjustments authorize the
contractor to be paid any sum in excess of the total amount
obligated in this order for the performance of the work.

ARTICLE VIII - TOTAL OBLIGATED AMOUNT AND BUDGET

A. Total Obligated Amount

The total amount obligated for the performance of this order
is $35,732.00. The contractor shall not be paid any sum in

excess of the total amount obligated.

B. Budget

For Total Work Days Ordered.....eceeeeeeececenasa..$28,658.00

For Other Direct Costs (includes travel, per diem,
translation, copying, communi-
cations/medical exams, DBA).. 7,074.00

WORK ORDER TOTAL.--...-..cc..--otlooooo..ono.$35’732.00

ARTICLE IX - USE OF GOVERNMENT FACILITIES OR PERSONNEL

A. The Contractor and any employee or consultant of the
Contractor is prohibited from using U.S. Government
facilities (such as office space or equipment) or U.S.
Government clerical or technical personnel in the performance
of the services specified in the Contract, unless the use of
Government facilities or personnel is specifically authorized
in the Contract, or is authorized in advance, in writing, by

the Contracting Officer.

B. TIf at any time it is determined that the Contractor, or aay
of its employees or consultants have used U.S. Governmcat
facilities or personnel without authorization either 1in the
contract itself, or in advance, in writing, by the
Contracting Officer, then the amount payable under the
Contract shall be reduced by an amount equal to the value of
the U.S. Government facilities or personnel used by the
Contractor, as determined by the Contracting Officer.


http:35,732.00
http:7,074.00
http:28,658.00
http:35,732.00

C. If the parties fail to agree on an adjustment made pursuant
to this clause, it shall be considered a "dispute" and shall
be dealt with under the terms of the "Disputes" clause of the

Contract.

ARTICLE X - EMERGENCY LOCATOR INFORMATION

The contractor agrees to provide the following information to the
Mission Administrative Officer on or before the arrival in the
host country of every contract employee or dependent:

A. The individual's full name, home address, and telephone
number.

B. The name and number of the contract, and whether the
individual is an employee or dependent.

C. The contractor's name, home office address, and telephone
number, including any after-hours emergency number(s), and
the name of the contractor's home office staff member having

administrative responsibility for the contract.

D. The name, address, and telephone number(s) of each
individual's next of kin.

E. Any special instructions pertaining to emergency situations
such as power of attorney designees or alternate contact

persons.

ARTICLE XI - LOGISTIC SUPPORT

Background information will be availabie in LAC/DR in
AID/Washington and at post, USAID/Peru will provide use of
official vehicles, office space and office equipment, medical
facilities limited to the U.S. Embassy Health Room, and
commissary privileges dependent on the approval of the Commissary
Board. Assistance with local travel arrangements (e.g., air line
reservations) will be provided although actual purchase of
tickets will be the responsibility of the contractor.

ARTICLE XII - ACCESS TO CLASSIFIED INFORMATION

None

ARTICLE XIII - DUTY POST

Lima, and the Upper Huallaga Project Area

A'// ﬁ':



ARTICLE XIV - WORK WEEK

The Contractor is authorized up to a six-day work week with no
premium pay.

ARTICLE XV - LANGUAGE REQUIREMENT

Spanish at the S3/R3 level is required.



June 24

June 25

June 26

June 26

June 27

APPENDIX &

Itinerary - Credit Delivery Specialist

Travel to Lima from United States

Initial briefings with AID supervisory staff:
Mr. Jack Rosholt; Project Manager, USAID, Lima
Mr. David Bathrick, Director, OARD, USAID, Lima

Mr. Mark Silverman

Initial interview with Executive Director of PEAH, Ing. Ramon Cornejo

Saavedra at Project Headquarters in Lima.

Attend presentation given by Dr. Gustavo Gomez (USAID Consultant) to
the senior advisory staff of the Ministry of Agriculture in Lima
concerning methodology for increasing efficiency of agricultural

credit through the B.A.P.

With the assistance of Ing. Enrique Olivares of PEAH interviewed
the follewing individuals in Lima:

Banco Agrario del Peru

Ing. Salcedo, Director of Department of Special Credits from
Earmarked Accounts

Ing. Andres Castro M., Deputy Director of the Department of
Special Credits from Earmarked Accounts

Mr. Miguel A. Pinedo R., Deputy Director of Financial Studies
and Analysic

Eancoop

Ms. Betty Alviar Calle, Deputy Director of Finance and Credit
Mr. Miguel Toquilla 0., Deputy Director of Administration

Mr. Espinosa, Accounting Department

——



June 28-30 Review all protect documentation provided by USAID and PEAH and

ussemble photographic copies of relevant data.
July 1 Travel from Lima to Tingo Maria

July 2 Interview B.A.P. personnel in Tingo Maria: Ing. Roberto Narvette
and Ing. Roberto Merino, Administration and Deputy Administrator

respectively.
Interview Mr. Javier Soto, Administrator of BANCOOP.

Visit the CAS Naranjillo Cooperative to inspect facilities and

review organization.
Visit the CAS Naranjillo cacao plant under construction.
July 3 Interview B.A.P. personnel in Aucayacu: Ing. Julio Montoya, Administrator.

Meet with Ing. Carlos Arevalos of PFAH at the project field headquarters
in Aucayacu, to review additional files related to the ag credit

component.
Visit the BANZOOP office in Aucayacu.
July b Travel to Tocache from Tingo Maria for purpose of interviewing Ing.

Nelson Aguillar, Administratrator of B.A.P. in Tocache. Visit made

to PFAH zonal office outside Tocache.



July b Suffer guerilla attack while being housed at PEAH headquarters in

Aucayacu.

July 5 Return to Tingo Maria, meet with:

Ing. Manuel Custadio, Director of INTPA for the Alto Huallaga
area.

Mr. Roger Perez, Administrator of Banco Amazonico of Tingo
Maria. Possible relationship between PEAH and this commer-
cial bank were explored.

July 6 Travel from Tingo Maria to Lima.

July T Report drafting.

July 8 Travel from Lima to Tingo Maria (P. Stroh only)

July 9 Attend meeting in Tingo Maria organized by INIPA and attended by

senior B.A.P. personnel from the Area, senior PEAH officials from
both Aucayacu and Lima, and senior INIPA agents from all nine zones

within the Project Area.

July 10 Meet with Ing. Roberto Merino of B.A.P. Tingo Maria for purpose of
gathering data to flowchart the process of administering loans to

farmer beneficiaries.
Exit interview with B.A.P. Administrator.
Exit interview with Director of TNTPA,

Travel from Tingo Maria to Lima.

July 11 Meet with Mr. Jack Rosholt and Tng. Carlos Arevalos to review progress

to date. (N/\



July

July

July

July

July

July

July

July

July

NOTE:

13
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15

16

17

18

18

19

Rerort Drafting.

Meet with Ing. Ramon Cornejo, Ing. Carlos Arevalos of PEAH and Mr.

Jack Rosholt of USATD to discuss major findings of work done so far.

Report Drafting.

Sunday.

Report Drafting.

Meet with Ing. Romulo Grodos, Direct of Programming and Planning

Department of B.A.P. in Lima.

Meet with Mr. Luis F. Zuniga Aguila, Director General of Bancoop in

Lima to be informed onmost recent developments in their reactivation

strategy.

Discuss preliminary draft report with Messrs. J. Rosholt, D. Himmelfarb,
and M. Silverman of USAID and Mr. P. Duffield of IRI. Receive detail

feedback from Mr. D. Himmelfarb in second meeting.

Travel from Lima to United States.

John Gadway, Credit Fconomist, was off the project at USAID's request for
nlmost onc week but otherwise was on the Credit Delivery Specialist's
schedule. Critically the one weck off occurred when integration of the
report in Peru was intended in the Terms of Reference. Integration had
to be done in Washington after the team's departure from Peru.
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ANEXO NO 1 A LIQUIDACION FINAL

Selicitud : PE. DAH
Nembre :
Funde s .
Zena : TINGO HARIA
TOTAL MESES P.DIRECTA  P.INDIRECTA | CONCEPTO
1984
¥141800,000.~ Enere/Feb. - & 14'800,090,- Metecultor
141850 000, - - ¢ 141800,000,-
© 209,000.~ Imprevistes
§151090,800,-
BANCO AGRARIO DEL PERU
EUCURS TINGO MARIA
Zhﬁ?ﬁx’@
T MANVLLJ2APATA \CARCAMO
Jefe de Seccibn Téenica
lad,



BANCO AGRARIO DEL PERU

Jr. Curubaya 543, Lima 1 O
1la 1

ANELO

DETALLE PLAN DNE NUTXEGAS

Selicitud: PE. DAIl
Nembre
Funde
Zena s TINGO MARIA

I. nAQUINARIA

~ Cempra de um mMeteculter KUBOTA y
sus Acceceries g 14'800,000,.~
| Imptevistes 200,000,.~

Y 15'000,860.~

Pt e e st o o Bt s o
=== ——p P

Equivalencia segiin el precie actual '
de acepie rdel Arrez (I 542.-/kile) § 27,675.28 Kls.

BANCOC AGRARIO DEL PERU
SUCURBAL  TINGO MARIA

(M Fobole?”

Ing-. MANULLZRPATA Castamo
Jebe de Seccibn Téenica

lad.
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ANEXO Na 2

II. A. PROGRAMA D& PRODUCCIONES E INGRESO0S

1. Rubre Agricela Preycctado

Selicitud: PE. DANH.
Nembre :

Funde ;
Zena s PINGO MARIA
AREA (HAS.) Prod.Estimada(3)
MOS  witives Cultives A oo V.Z.P.
Permanent. temperales TroZ Ao—v=
ARROZ Kls.
1 19 35,%¢0 . 19'95¢,
.2 10 35,000 19'959,
3 10 35,090 19'959,
L 10 35,008 19'950,
ke 1ka 000 791390,

-—-—..—_-.—.——_—.—..—.__—___...—_—..._—...—-—.—__.——_.__.—__-_—_.-.-———__—___—-—_—_——.—_—
———_—-_.__'...____..—_____.—.__.—__.-_——_..—.......___.__—_—_——_.—.————_—.—_-—..-—.._-—_...

1. Area tetal de cultive
2. Area tetal en preduccién
3. Area on crpcimicnta

Rendimicnte/Ha, Precios Unitaries

ARCS HAS. AfRos PRECIO
1 2 3 L UNITARIO

Cultives anuales
Arroz 10 3,508 3,500 3,500 3,500 & s570,-
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o Jete de Seecibn Téenica






AKEX0 N2 3: II. PROGRAMA DE JINVER3IONES

D
2, Préstames de Sestenimieate (iéé/’
Selicitud: PE.DAH,
Neobre :
Fuzce :
Zena : TINGO MARIA
AROS XUBRO AG:ICOLA ROBRO PECUARIO SUB-TOTAL  GAB®6S GTOS. TOTAL PRZCALC. TCTAL
' Mane de Leyes Insumes mnane Leyes Inguu, (Sest.) ADm. GEN. EGRE30S INT.CAti= GLlTC3
Obra Sec. Técnices Obra . Sec. Técn. PARA 307  =UELCI.
1  S'6éea, 14'4e0 20'000, 20'0%3, 6'evo, 2618,
j 5'660, 14 hos, 2000, 20'080, 6'6d9, 261¢cs,
3 5'6%e, 1bt4e0, 20090, 20'oco, 6'030, 2197z,
161808, k31220, 60te0d, 601008, 12&'cta 7815,

_.-__-_-____—__—-——_——_—_——_.._______._...-.._.__————-—-———-—....—.—.—-—_——..._ - v - - —
el T

BANCQC =:iRARIO DEL PERU
BUCUNSAL,  TINGO MARIA

24,
ing, ManuiL/eAearalcRrcamo
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lad.
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ANEXO Ne 3

.
II. PR0GIAsA DI INV:RSIONES ///Z;T )
2. DPréctanes de Sogtenimieate \\\_,/”
Selicitud: PE.DAH.
Nez=bre :
Funde :
Zeza : TINGO HARIA
RUBRO AGRICOLA RUBRO PECUARIO Sub-Tetal Gtes Gtes T
: - . o« Total Precilc. Tet
AROS rane de ghyes Igsumos nane Leyes Insum, (Sesten.,) Adge. Gen. Egreces Int.Cac- a:s:%s
Obra ec.. Técnices Obra Sec. Técn. pafia 30% Zxplet
1 218ece, 71200, 101000, 1610C0, 3'020, 13%2¢¢,
2 21820, . 71239, 191020, 19'600, 3'590, 131978,
3 212600, © o 9'200, 10'€00, 10'090, 3'eeo, 131308,
b 2'%00, . 71200, 191000, 10'¢200, 3'999, 131072,
11'289, : 2318290, - hoteco, Loress, 12'030, 52'e°e—
=========================:===========================================:=====:==========:======:====== ::::::.‘::‘;
BANCO ~SRARIO DEL PERU
SUCURSAL TINGO MARIA
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ANEXO No 4

RESUMEN DS SALDCS DISPOHIBLES PARA RILHBOLLOY

Selicitud: PE. DAH
Nembre :

Funde ;
Zona : TINGO LARIA
AfiO TNGRESOS EGRESOS SALDO SALDO DISPOKISLE
DISPOSIBLE © COHVERTIDO
1 ¥ 19'950, § 13'ece, § 6'950, § 12,193 Kls.
2 19'95e¢, 131000, 61959, 12,193.K1s.
3 191959, 131068, 6'956, 12,193 Klso
b 19'93¢, 13'069, 6950, 12,193 Kls.
g 79'8%9, i 521098, S 27'8%e, 48,772 Kls.

—.——-—.————_—_—.—_————_.—-.-._...—.—_._—_—.—_—__.——_—.--—————.———.—-——.——__
—————-_.._.-—..._.__......—.—_.——————-——-—-—_—.—__—.—-—_———_-._——————_—-—__
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TARJETA DE CUENTA CORRIENTE PRESTAMO
BANCO ASRARIO
DEL PERU PRESTATARIO -
OFICINA MONTO  si___27,675 s sty
FIRVA DE —Eﬁ'-nimﬁaﬁﬂ—ﬂ-iﬁzm.&s__ (“omEccion )
AUTORIZACION: MONTO L VENCTO
TOTAL si.__ 22,625 CU~DO j .
GARANTIAS S/ CONA ﬂ -INTERESES S\.
Syt &
4 REFERENCIA MOVIMIENTO o ACUMULACION S ALDOSS )
FECHA VALUTA [ oron.| Cod.| { DEBE HABER fo INTERESES CAPITAL COMISION INTERES CENERAL
fre, 84 24 ‘27 675 27,675 27,675
Jar. & 27 |; ‘8% . 27675 830. 28,505
19 ! 30
20 | 3,916 23,759 - 22.'17.59
Eae. 85 27 |1 714 23,759 rall 24,473
19 |1 , 714 10.64
20 || ( 3,916 19,843 - . 9,843
Jul. 85 27 |, 595 19,843 995 20,438
9 [, 595 15,2
S 20 |; 4,608 15,235 - 1239
tneq 86 271t b4s? X 15,235 Lez 154692
19 | 57 .
20 | 4,608 : - 10,627 - 10,827
Jul, 86 27 319 10,627 319 10,9
19 2319
20 - 59313 55314 - 5)211'
Ene, 87 271 159 5,31k 19 5473
19 |, 159 .
201" . 5’311; - - -
.
.
H
) .
\ .
L Y,
N—
“ REFERENCIAS:
’ 20.- Suentre 26.- Nuestrs entrege 3C.- Gustos Notarisles y Otros 34.: Dml:‘-cié:docrmn
:1 ;; :'n’:":c'h Aoons g; :;u.l:?ez:m::‘ g;: ::::?;fgc;.l::; publicos gg- ?::::'c?:nc:di ('f:go'
'///./'/ - 't 25:: Am‘:;‘m“ 29-. Gartos de Intervencidn v Vigilencis 2. Seguroa 37.. Cargot varion

.
4

54 T EF-98,50
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BANCO AGRARIO TARJETA CUENTA " CORRIENTE PREGESTAMO @
DEL PERU PRAESTATARIO
OFICINA MONTO s/ 15'000,000, - :::st'r:?.co ‘ '
!ARRASTR" St
— '“ . J CUENTA
s ot' ! Precio Dass § 542,- : DIRECCION ) :
AUTORIZACION: ;Ig:A‘I’LO s;._15'0C0,000.~ CUNDO ) VENCTO. ‘ l
GARANTIAS S/ CQNA ) INTERESES ‘ 6% l
REFERENCIA MOVIMIENTO ACUNMULACION S A LD O S -
( FECHA VAT A I oren | coa, DZBE HABER ot ‘i?a"ré’nkesczg CAPITAL COMISION INTERES GENERAL \l
Ezero 84 24 115'000,000,- 15'000,000,~ 15'000,000,~
TC.8 Precio Base 550./<g.
culio 84 15'221,250,.~ 15'221,250,~ 15'221,250.~
27 456,500~ 15'221,250,- 456,500.- 15'677,750 .=
19 456,500, -
20 2'153,800,- 13'067,450.~ 13'067,450.=~
TC.8 Precio base 560/1:3.
Enero 85 13'305,040.~ 13'305,040,.= 13'305,0L0.-
27 399,840,~ 13'305,040 4= 399,840.- 13'704,880.~
Q 19 399 840, -
20 2' 193,960. 11'112,080,.~ 11'112,080.-
TC.® Precio Base 570/ksg.
Julio 85 11'310,510.~ 11'310,510,~ 11'310,510.~
27 339,15C,~ 11'310,510.= 339,150.~ 11'649,660.-
19 339,150~
20 2'626,56C .~ 81683,950.- 81683,950.-
TC.{ Precio Base SéO/ks.
Enero 86 81836,300,- 81836,300,~ 81836,300.~
27 ass,oso.- 81836,300.~ 265,060.~ 91101,360.-
19 265,060~
20 2'672,640.~ 6'163,660.~ 6'163,660,-
TC.8 Precio bage 590/kg. '
Julio 86 61269,930,=- 61269,930.- 6'2€9,930.~
27 488,210.~ €'269,930.- 188|21O"‘ 6'136,4%0.-
19 188,210.~
20 3'134,670.- 3'135,260.~ 3'135,260.~
TC.6 Precio base 600/kg. .
Znero 87 3'188,400.~ 3'188,400,.= 31188,400.-
27 95,400 .= 3'188,400,- 95,400.~ 3'283,800.-
19 95,400.~
20 3'188,40C.- -y ——

REFERENCIAS.

30.. Gaarons Notarisim y Otros .. Dwo!ucfbn de Cheques
J1.- Teletono — Telex 35.- Devolucitn oe Saldo
32 . Paant da Renittrn aihiiens 38.- Tronsterencia ca Caroos

20.. Su 2nirega 26.. Nusstra entrega
21.. Transfarencia Abonon 27.- Interesss y Comisiones

7?7 . Anondy varice 78 . Oifarsnria de Camhin



BANCO AGRARIO TARJETA DE CUENTA CORRIENTE PRESTAMO @
DEL PERU
bvonta s 15'000,000.- pomenos | ‘
ANRASTRE S5/,
. CUENTA
Fm:uﬂoe ' i Precio Base SL40O/kg. (oxnzccxou J I !
OARANTIAS ¥/ NA TR oS
' T Cz J\ INTEREENS ' €y ‘
Inzvuaau_ MOVIMISNTO AQi 10N VA LDGS
(:f'“‘_“ VALY Fea ] tea.| DNl WABER sre fadiant U ARTAL. 1 GEWiON. INTARES R UNIAAL
Zadto 3% ; 451000 ,600.~ 151060,000.« 181000,000,4
T.C.5 PRECIO BASE 560/kg.
Enero 85 15'498,157,- 15'498,157.- L 15°'498,157.~
27 929,600, 151498 ,157 .= 929,600.,= 16'427,757.~
! 19 5 929,600,.~
20 5'036,903.~ 10'461,254,~ 10t461,254, -
TEC.3Precio Base 580/kg.
Enero 86 10'834,870.- 10'824,870.- 10'834,870.~
e 27 650,180.~ 10'834,870,~ 650,180.- 11'485,050,.~
; 19 | 6504180.=
| 20 4434 ,206,~ 6'420,664 .= 61420,664 .~
! TC.8 Precic base 500/kg.
! Enero 87 6'642,066.= 61642,066,= 6'642,066.=
| 27 398,400,= 6'642,066.- 398,400,.~ 72'040,466.-
i 19 398,400~
' 20 41566,420,=- X'566,420.- 4'566,420.~
TC.% Precio base 620/kg.
o 2' 144,834, 2'144,834,- 2'144,834. -
EBero 88 27 128.960.- 2'1"?“.85"’0- 12809600- 2'273g?9l’-"
~, 19 128|96°.-
20 2'1"l§|83!’.- “o= o=
=Y

W —

i
KRG

REFERENCIAS:

20.. Suentrege
. Tre~iterencis Abonos

'

- 28.- Numtra entrege Y

‘ 27.- latermes y Coriglondy
b AR

-~ Seaanta

30.- Gmstos Notarisle v Citron
N.. Teldicno — Telex
T . Penr Ao Asnitren ndtulecs

34,. Devolucidn de Cheques
35.. Devotutitn oe Saldo
38, Trarsfmencls de Cargos



















CoADBL  ESTADISTICU DL

PRESTANUS  JTORGADCC  CON FOiDGs  DEL
PROECIV  ESPECIAL  ALIO  HUALLAGA
SUCUS AL T1aGC MARLA
AOINCIA A r AGCATACY
AGENCIA B 3 IOCACUE
EJECULSALG SN RL  '£S DL Judu
K9 rTHU., NHBRE DEL  FRESTATARIO FWIDO Zal LA PRODOC. TIHU PTMO. HOISO LIBRCULALO QaJErc VCMIO,
QUIRL L TiidoU tinalls
32/83 Gottsad U 10HabU 25 L 0GA LTnaLUCIA L1VISURLA AGHICULA SLS LNLLL L0 420,00.a 2 Hls.caft 20,07.54
33/83 bl b la Gl manlned ¢ VSR SUAFAITiLA AGKRICALA SHLLNGXILNTO 5203,000e= 2 liks.nals 20.01.64
/83 el Bralal AxnlilA STheAlia Asdn BLANCA AARICULA SLSTUNIMLLTO 600,000,s M His.cacoc 20,03.84
dudul, A aNal. AHAILTA Ylaaidtn ASUN BLANCA A3rICGLla SWTLAMILITO 29350,000.= 5 His.plhtars 20,0554
skl Bostuld ALLJZTA STA.AliA ALUA BUANCA AGRICULA SO TLNIMIENDO 2'000,00Ce= 5 [&s.naranjo 20,08,.84
f. '
AitiSLA PAY ADCAYACU , o .
53383 Caiotau Tt ail. NTaKA LA Hiabw AGHICULA SCSTEUINLNTO 1'000,000,= & ifs.calz 20.02,54
Sh/83 FALUAL Ul Vel rRoTL PUCAY.CU AGHICULA SUSTLNIMILNTO 1'000,000,= & Hfs, paisx 20.02.64
55/¢3 RARlL Lilnll Vaia LITULIY AGRICOLA SUSTe2IMIETO 1'500,000.= 6 Hks.malx 20,C2.54
SyE3 Joviedt connindiTo E. LA &R Dn AGHICOLA ST MINIIN0 3'750,000,= 15iks.nals 20,2, E4
57/03 VILGLLL: hoYRA LUadTA YANAJ.NCA AGRICOLA SO5 T NIHIENTO 2'50Q,000.= 10H3as,plhtanc 10.06.54
S&/E3 sisd  JunG CUUMSIHUIL La hatiwd AGRICULA SQSTNIILTO 1'000,000= A Hks.auix X.02,54
S59/03 lzdied iALUIKILLA 7 HUCAYACU AURICULA SUSTNINLNDO 750,00C.= 3 Els.oa{s 20,0254
%0753 AZUNA B HIseZ NUued ANGASHYACU AGHICGLA S TeXIML-NTO 500,000,= 2 Bhs.mhSs 20,02.54
61/63 UtV MlasNDA VaHGAS PRUGRLSO0 AGHICOLA SO TLOKILNTO O00.s 2 His.mals 20.02.84
- e
AG. IR BT TUCLCle /2520
Sh/os RaUiU LUNA CodiocNAS HOAYN We ALdCula SUSTLNIMINTO $'500,000,2 6 Lhs,malx 20.02.64
55/b3 Aadua Wuiad WCHUA HUAYRANGA AGr1CGLA SUST2IMIENTO 500,000,= 2 Bhs.zals 20.02.64
56/55 CAKAD L HURA HIO e5r1LO AGHICULA LCOTLNINIEIGO 750,000,s 3 Hika.mals 20.02.54
57/53 TUEAMIU SHUCINGALUA G, CLLHO AGAIEULA SOLTLMIMILHIO 500,000,= 2 Eha.mafs 20.02.54
s8/33 PR FRTIT VR oV FEIF N Y O33N haAllDeNC1UN T (P WY LUSTMIMILLSIO 750,000,= 3 Lbs,sals 20,02,.84
59793 b H PR Hedlldied HUAL NI fainllulia L RNINL2T0 750,000.s 3 Hhs.pulz 20,02.34
93 LVadand, sait s 1ediantO MUaXiLBe aoalCLLA SUUTTENIHI eIy 750,000,= 3 BAs.sais 20,02, 84
61/8> nte ool aabiests LU $Tha Alld AunlCULA S TIIHLTDO 1'000,000.= & Bhs.mmis 20,02,54
62/83 JoriSn Adiualets aidleic CIALIDAL LY HoniCQLan S0LTLHINIITO 19250,000,s 5 liks.mafs 2,02.84
3% ) Lihiin AT AU MLLLAN Co iR A JCULA K2 L2 BT - HTO 750,000,a 3 Hhs.mxis 20.02.8h
Gh/83 wioloealL VACa aCUsTa FILAD:AFIA mandolla ST NIMNILNTO 430,000,= 1 Hé.plhtanc 10.06.8A
65/83 Liluad GGl QHAYAL LauYaCy AdsdCULA O O TUINL NG 1°000,000,s & lhs.mais 20,02.84
6&/03 PRTVISNIR JAys PN KIO uCUIza AsaICulA SO TrAINLLNTO 500,000,= 2 Bhs,omis 20.02, 84
67/83 RNl Vizwa MellNA RIU ucdIza AGLLCULA LUSTLHIMLINTO 490,000, 1 B&,plhtanc 10,06, 64
63/83 faratthiln wzdad CUBJUTALLL CAnUTU AL CULA SULTNINLL NIV 19000,000,= & His.aais 2,02.84
65/63 JURTRVN. 'WIPS (VAP FIIN Y. [¢) LAY LU Aar1CULA AL TN eV 1'000,000.= & Hhs.mals 2,02, 84
/83 Calaad NU A TPV Mdilaid TAGUITA AaindCuln AT Siv 750,000,= 3 Hhs.aais 20.02.84
71/62 AHASILU R Ul aNEA Uil UIZHA AsnlCuLa Y JUTH 5O P 1\ o} 750,000, 3 lhs.mals 20.02.54
cmen F
LSRR 22 0.0

Baest Available Docu



http:rAA.LzC,.Yz

BANCO AGRARIO DEL PERU

Jr. Carabaya 543, Lima |

Tocacho, 02 do Julio do 1,984

RLVERENCIA lio 13/04-EF-98-56-3

saeores
I'royoccto Espocial Alto Huallago
Dircocidn Zoml Tocoche

PUJf\Y/LCU H

De mi considoracidng
Dando cumplimicnto al convenio

suscrito ontro nucstras Instituoiones, adjunto les hago
llogar lo relacidan pormenorizuda de Ptmos. cjocutadus -
con fondos dael Proycocto o el oo Ao Junio\.

Por otro lado, ngradocerd dar-

1n aoistomncia técnica respoctiva a los agricultores -
relacionados o coordinucidn con el porsonnl de IIIPA,
o tin do mantoner un buon docurso dol crédito.

noiterdndoles mi ospocial defo-
reucin A9 puscrivo

Atontauanto,

e T

C.c.5uc.,Mnso rarfa
AZ.Aucnyacu,
Arcliuivo.

l,‘vlt\m\/rgr.— 77% :;,_‘_-_:/___._

| \f'/os/ou/.

APPENDIX E









1.

2.

APPENDIX F

Proposed Duties of Agro-Industrial Specialists

Duties of Food Processing Specialist

- Develop methods and procedures for appraising the technical aspects
of projects and in preparing sections in the credit manual pertaining
to the appraisal of the technical nspects of food processing projects.

- Appraise technical aspects of sample proposed projects.

- Provide anssistance to selected borrowers in identifying equipment needs
and production problems.

- Train the PEAH and associated institutions' staffs in appraising the
technical aspects of  projects and in follow-up activities.

- Fvaluate the capabilities of local staff and consultants to provide
daily technical assistance to borrowers.

Duties of Apricultural Storage, Handling and Distribution Specialist

Dut.

- Develop methods and procedures for appraising the technical aspects of
projects and in preparing sections in the credit manual pertaining to
the appraisal cf the technical aspects of projects for transport,
storage, handling and distribution of farm output, especially fresh
nroduce.

- Appraise technical aspects of sample proposed projects for transport,
storage, handling and distribution systems.

- Provide assistance to selected borrowers in identifying equipment needs
and solving problems for transport, storage, handling and distribution.

- Train the PFAH and associated institutions' staffs in appraising the
technical aspects of projects and in follow-up activities for
transport, storage, handling and distribution.

- Fvaluate the capabilities of loeal staff and consultants to provide
d1ily technical assistance to borrowers for transport, storage, handling
and distribution projects.

ies of Financial Analyst
- Dovelop methods and procedures for appraising the techniecal aspects of
projects and in preparing sections in the credit, mannal pertaining to
the appraisal of the finaneinl economic aspects of qarro-industrial projects.
- Apvraise finaneial/ceonomic asvects of sample vroposed projects.

- Provide financial/ceonomie appraisal assistance to selected borrowers,

- Train the PFAH and nssocinted institutions' staifs in appraising the
Cinaneinl/cconomic aspects of projects and in follow-up activities.

\’O\
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- Fvaluate the capabilities of local staff and consultants to provide
daily financial/economic assistance to borrowers.

Tt is suggested that all specialists above assist in the development of stan-

dardized information on prospective apgro-industrial borrowers. One example of
possible forms follows. Wherever possible photos and captions for descriptions
of apgro-industrial facilities secking capital for new equipment or other needs

would be helpful. FExamples are shown after the forms.



WERALTONS AUDTE /7 DIAGNOSTIC EVALUAT O
oo | DESCRTPTION ]

PRODUCT L [
NAME & ADDRESS

TELE:
OWNER NAME
ADDRESS

TELE:
GEN. MGR'S NAME I

KEY PERSONNEL

GROSS ANNUAL VOLUME

DISTRIBUTION DOMESTIC
EXPORT

Q0ST OF RAW MATERIAL

OPERATTIONS PAYROLL OWNER

GENERAL MANAGER

OFFICE

SUPERVISION

HOURLY

UTTLITY COST

SUPPLIES
MISC. OTHERS
FATIENANCE SANTTATION

ASSETS CURRENT VALUE LAND
BLDG

EQUIP
TOTAL

FUNCTION

] E

NO ANNUAL $




PHYSICAL OPERATIONS AWALYSIS

1
Lo

POOR

2

INSPECTION AREA

PHYSICAL OPERATIONS ARE RATED ON A PROGRESSIVE SCALE

3 4
HI Lo

FAIR
c

J

6
HI

GOOD

7
n

8
HI

EXCELLENT

9 10
Ln HI

POOR

FAIR

GOOD

1

2

4

5

7

8

10

Land (Terrain)

Appearance

Drainage

Location

Building

Appearance

Structure

Roofing

Water Supply

Electricity

Transformers

Wiring

Motor Controls

Auxiliary Powey

Refrigeration

Compressors

Evaporators

Condensors

Air Circulation

Heat Power

Boilers

Fuel Storage

Equipment

Trucks

Lift Trucks

Conveyors

Ovens/Cookcrs

Work Tables

Retorts

Packaging Equip

Filling Equip

Other Process

Sanitation

Extermal

Intermal

Mriintenance

Building

Services

Equipment

TOTALS

OVERALL PHYSICAL RATING =

TOTAL

-

31 catepories (less the muober of areas not
required for the operatiom (% (4) *(8)] or |

others not used)

vV



COM-ENTS

ANALYSIS OF THE OPERATION REQUIRES A PHOTOGRAPHIC RESUME OF THE FACILITY AND SPECIFIC

PORTIONS OF THE OPERATION. TO PROVIDE THIS, FIVE AREAS OF THE FACILITY HAVE BEEN SELECTED

TO DEVELOP THE INFOPMATION NEEDFD.

1.

2
3.
4,
5

EXTERNAL VIEWS OF THE BUILDING AND GROUNDS
PHOTOGRAPHS OF SERVICE EQUIPMENT
PHOTOGRAPHS OF PROCESS EQUIPMENT
PICTORIAL REPRESENTATION OF SANTTATION
PHOTOGRAPHS OF PRODUCTS MANUFACTURED

(2) REQ'D
(2) REQ'D
(3) REQ'D
(2) REQ'D
(2) REQ'D

THESE ARE TO BE INCLUDED AS AN INTEGRAL PART OF THE DIAGNOSTIC EVALUATION.



Troric Fooos LTD

568 BRENTFORD RD (5)

KINGSTON JAMAICA

926 O0M10
Ma.Rocenr Hamitton Owwnen
Packersor Sauces-Carsue

CHILE's - TeLuies
MANGO Crutney

ToP- STANDARD DINGLE SPOUT
VOLUMETRIC PISTON FILLER
Mfe.Unkown, Conprrion
FAIR,

AT LEFT SINGUS WEAD
AUTO MATIC SCREW CAPRER
AT RicHuT GRoew StyLre
Kene Cooxems FoR SAuUcE
AND CATSU®P.

MiooLe - ORoen Kemiwe wiTH
LichTning Myxer ATTACHED

STEAM TACKETED KU TTLES
BOILER LOCATED OUTS (D €,

BoTiom - Siwee Heao Screw
Tyre Cappen - Mro.
Un kown - ConpiTion FAIR

EQuiemenT Ro€  20-25 yeéans
PRoBABLY PURCHASBD UIED
Connition - FAIR

SANITATION -FAIR

Ewccraicac W imine - FAIR, some
C HANGES SHOULD BE
MADE TO PREVENT
CHORT OUTS DUE TO
VAPRPOR ACTION WHILY
CO0K ING SAVCES,




Toa - MiopLe
TROPIC FOODS LTOD.

Ref € GREEN CHILI PEPPERS
EMpPLOYyrES PICKING STEMS
FROM CHILIEY PRIOR TO PUITING
N AceTic Acin (Vineoan) Fon
PACKING.

AFTER PICIKING THE STE Mt
THEY LEAVE THEW ON THE SMALL
TABLEY IN THE PICTURKES,

Note: 1 THey PURCHASE THIS
PRONUCT BY THE Ko, on
L@, 1T witL DAY.
To PREVENT WUIGHT Logs
IT SHoUL O¢

o it I Steme Recun

in’ﬁ L.... L-l- 2. Peeprens THEW PKED

I -* » :

T % -

THU ACID PICKLING
COMPOUND THIS WOULY
PREVENT WEI6HT LocS
THROUSEH DEHY DAATION.

»‘é/;’._u N

THE NET WEIGHT LAWS IN Some
count riet (US) ane oTHers sTATE
THAT  CONTLENT WEVGHT CAUNOT
INCLUDE THE Llauio., THey cugek
THiS BY DRAINING OFF ALL LIOLUIDY
AND WEIGCHING THE CONTENTS TO
CHECK AGAINST THY STATED LAGUL
WEIGHT, SOAKING PRODUCT AFTER
STEM PICKING WiItL PREVENT
DEHYORATION AND PER mMIT FLAVOR
of Tre aceTic Aao (Viveoar)
To ENTER THE PRONQUCT,
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‘ MARKET CONSULTANTS

rmnl L AssembIed by

?Dale W Adams and Douglas H. Graham
“Department of Agricultural

; Economics and Rural Sociology
o The Ohio State University
R Columbus, Ohio 43210
Phone: (614) 422-8014

For
L Offlce of Multi-Sectoral Development
~ .-, a» Bureau for Science and Te echnclogy
) Agency for International Develoupment
"3%.. - Washington, D.C. 20523

r .




DIRECTORY FORMAT

) Last Name, First Name

) Permanent Address

)  Home Phone Number (H)

) Business Phone Number (B)

)' Country Experience .
)~vLanguage Capabilities .
) ~F1nanc1al Market Intereets

»4 ~-.unn-?"'u' EA St e . Coeah Lt
Algner. Frank D. " SRR hfi‘ﬁ“fin,if- Badger, Daniel D.
Y International - Affalra Offlcer’-}-i} 601 North Skyline Lane
.~Farm Credit: Admlnlstratlon ra ‘]Jﬂ“ Stillwater, OK 74074
o 490 L' Enfant Plaza, SW ﬁﬁi¥w’“3¢ﬁ (H) 405-377-5730 . .
Z'Suite 4000 LTIl S -‘ ?-3” 1 . (B) .405-624-6157 . = e
4xWash1ngton,,D C.- 20578 Colombia, Honduras, '‘Nicaragua, -
“.CH). 703- 780~9408-5Q;» ! fTrinidad, Mexico, Venezuela
?o(a) 202-426-6500 "N > 'Spanish, English e e
Korea, India, Egypt - Small farm credit, infrastructure
Q Arabia,’ Qortugal “~-’:J e credit (cooperatives, marketing
“ English .. . : g .organizations, storage facilities'

Operations of flnanc1al lnstitutlons

L t

4‘.. . P V4

Ames, Glenhn C.W. T Baker, Chester B.

Dept. of Agricultural Economlcs - 601 E. Pennsylvania Avenue
315 Conner Hall . Urbana, Illinois 61801
University of Georgia ST s t(H) 217-367-0395
- Athens, Georgia 30602 ~ * = . - (B) 217-333-7425
- (H) 404-549-8412 . ¢ - ' . Australia, Canada, Thailand, India
(B) 404-542-2565 I R Philippines, Indonesia
}Indla, Dominican Republic, - f'_"Q¢- English
' "Mali, Upper Volta, Venezuela, ..+ +Financial Management (firm and
~Bolivia, Zaire . . "2t = ... household); lending policies
ﬁSpanlsh French, Engllsh u:jiﬁﬁL{-w-' and practices; and financial
Operatlons of finmancial " z* *. * aspects of agricultural
~institutions, economics of farm . development
level Cdelt use o
Andrew, Chris 0. N Birkes, Sherman W., Jr.
International Programs v 4536 Pinecrest Heights Drive
3028 McCarty Hall . Annandale, VA 22003
University of Florida R ‘ (H) 703-256-1708
Gainesville, Florida 32611 : (B) 202-272-2694
(H) 904-373-0560 . - U.S., North Yemen, South Korea
(B) 904-392-1965 : - English
Colombia, Bslivia, Costa Rica, Operations of financial institutions
Fl1 o salwvador, '}untunala,
Ecuador, Nigeria, Cameroon
Spantsh, English
Finwnetal Savtos palicies npd

overall performance
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Clark, Jack .
472 Stevenson Street, N. :
Guelph, Ontario, Canada NlE SC7
(H) 519-823-2184

(B). 519~-824-4120, ext. 2763 i
Somalia Malayeia, Saudl Arabla
English™ "\ | e '
Financial actvatles at the farm
'household level S

ML 1% , L ;s
ot Ay A..' . o
N L
P LA A

et “'l/,‘-‘"" ,\ ) 1”

Clark Lewxs ‘E. ,: .
s'M R.A ¢, Gardner Road’ 5"
Orono,“Maine 04473::'”

Syrla.‘Tanzanxa

»"*”.'Yemen 'Arab. Republic, Yugoslavia,
- Guyana, Jamaica, Sudan, Liberia
panish, Farsi, English

Operatlons of flnanc1al
Lnstitutlons

SR,
CO AR . .
St [

Crisler, Richard C. Jr.

© 3025 O Street, N.W. B R

~~Washington, D.C. . 20007 ~ = i = -
(H) 202-333-5540 " - CyEE T
“(B) 202-842-3666 I S S

German, Spanish, French Engllsh
. National capital markets analysis,
. foreign investment, development
.»'.banking, financial market tA

development fee R

A B - v 0 .. '.-.". . ..

RN R '
LD ‘

Deshpandeu.Ramesh

‘East Asia and Pacific Project Dept.

World Bank

1818 H Street, NW

Washington, D.C.

(1) 301-654-3980

(B). 202-477-6280 .

India, Philippines, Guyana

Inglish

Formal and informal marvet
relationships; savings
mobilization and credit
policies; agricultural
investment financing and
1nstitution development

20433

_’5‘Engllsh
')fAllocatLon o‘ credit to small farm.
p-vfamllles. ‘repayment rates,- and

Jordan.‘TunLSLa,
?Lebanon, Egypt.” ‘Central America, ¢ .*

Due, Jean M.

Department of Agricultural
Economics

305 Mumford Hall

University of Illinois

1301 West Gregory Drive

Urbana, IL 61801

-(H) 217-356-5529

(B) 217-333-3419
Sierra Leone, Ghana, Nigeria,
Niger, Upper Volta, Senegal, -

" "Mali, Kenya, Tanzania, Uganda,
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