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I. SF30MARY
 

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
 

to di;scover many weaknesses in the decisionconditions discussed in Section II, 


making and management systems in place in the field. His findings and recommenda-


The credit economist,
tions form the bulk of Sections VI and VII to this report. 


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
 

Because
framework that would be difficult to change at the level of the PEAH. 


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 to address relating to field-oriented
 

decision-making, documentation management, staffing and practical training
 

The first half in essence, develops the premise
requirements, and so forth. 


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 goal of stimulating
 

agricultural activity in the areas as an alternative to coca production would
 

best be furthered by using a major part of the PFAB credit fund to finance
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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 the 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 MASI 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 field 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. Item
 

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
 

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


Items eleven through seventeen are designed to provide practical solutions to
 

the coordination problem identified between the B.A.P. and other institutional
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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 threugh lengthy discussions with personnel from the various insti

tutions working in the Alto Huallaga.
 

Items 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 as 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
 

USAID should lend its unqualithat should be financed with PEAH funds. 


fied support to the cacao processing plant to insure that it begin
 

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

3. 	 The Naranji]lo 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:
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- 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 36-37) 

4. 	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. (see page 39-40)
 

6. 	To begin the process of selecting agro-industrial projects for funding,
 

USAID and the PEAII could contract with the Naranjillo Cooperative to
 

supply it with a plan of action for agro-industry in the Upper Huallaga
 

Region. (see page h0)
 



7. 	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 page i )
 

8. 	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 some of the funds from
 

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

ATD's agro-indastrial development program in Jamaica is one model to be
 

studied. (see page )4i)
 

9. 	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 u~rea. (see pages 113--h)
 

10. 	 With regards to the future need for and scope of work for technical
 

assistance required for the project, it is recommended that intermittent
 

consultancies be employed rather than a single full-time credit. adviser.
 

The recommended categories of specialist required would be:
 

- Credit Strategy Specialist/Economist
 

- Credit Relevancy Systems Specialist
 

- Food Processing Specialist
 

- Agricultural Storage, Handling and Distribution Specialist
 

- Financial Analyst (see pages 84-85) 
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11. 	 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)
 

12. 	 Even though PEAl! should consider directing its credit component to agro

industry, the credit activities of B.A.P. should be supported. There
 

an effort undertaken to facilitate a coordinated service to
should be 


farmer clients by UHIA, 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 7,
 

198h 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)
 

13. 	 In order for TNIPA agents to be active participants in the delivery of
 

agricultural credit, they must have a sound working knowledge of the
 

B.A.P.syrtem, and while in the field, operate as a communications link
 

PFAH should organize a schedule
between the farmer client and the bank. 


to provide capacitation training to INIPA 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
 

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;
 

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) 

14. 	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)
 

15. 	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 UN&S from the laboratory to the farm site. 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. (see page 57) 
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16. 	 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)
 

17. 	 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)
 

18. 	 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,
 

AID can be
disbursements, cancellations and lapses should be used. 


assured that this information flows from the normal accounting system,
 

subject to internal controls, reconciliations and audit of the Banco
 

Agrario. (see page 68)
 

19. 	 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 PFAH
 

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
 

outstandinp loan portfolio. This data is made available through the
 

on the B.A.P. regular monthly financial
normal accounting system and shown 


statements. (see page 68)
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20. 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 76-77)
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II. INTRODUCTION
 

On June 24, 1984, 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 to 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 possible to get 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 reservations up from 9:15 a.m.
 

July 19 to one minute before midnight, which meant they had to pack up and check
 

out of their hotels on the 18th, in effect, one day 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 team members -lid 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 MfSI headqua-ters in
 

Arlington in August. A draft Final Report was reviewed by the Mission and
 

comments sent to VAST/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 13is the itinerary in Peru.
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III. 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 *r 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 174 .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 negative 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 percenbage 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 makers 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. In 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.
 

2. 	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 disturb.ng con

clusion that the bank is losing capital at the astonishing rate of about
 

83% 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.
 

3. 	A More Useful Way of Looking at the B.A.P.
 

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

the Peruvian Agricultural Bank, one that corresponds more closely to the
 

http:disturb.ng
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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 digficuilt 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 justification 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 is 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, Ps 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 bank 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? In 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
 

subsided, begin 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
 



17
 

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.
 

2. 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 p nspective 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
 



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 ord iary rates, which have an effective range of 79.52%
 

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%. In 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 48.1h%.
 

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 91.57%. Within this category the bank places 17.35
 

times more at the higher rate than at the lower, that is, one thousand
 

seven huindred 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 the Agrarian Bank as a cheaper source of funds.
 

The B.A.P., for its part, for the reasons of relf-preservation that we
 

* This figure and this process was mentioned by a participant in the Peru Policy 

Workshop held at the Hotel Crillon in Lima, Monday, July 9, 198h, 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.
 

4. 	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
 

appearecd 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 eff,'ctive return on its portfolio 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
 

negative 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 worked its way through the sustem into the commercial banks of Peru.
 

After all, thes;e established customers, there refugees from the 

commercial banking sector-a distinct minorit y within the universe of 

potential B.A.P. customers-may be the only true beneficiaries of the 

subsidy managred 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 'f
 

only marginal profitability will not be undertaken with credit because, with the
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leverage involved, small miscalculations or small reversals in the 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 4'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 III 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 or 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
 

anong small farmers for the kind of credit dispensed by B.A.P. is palpable. It
 

may be expected to decline further as debt carrying ability of small farmers
 

decreases with the progress of coca eradication 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 cooperate 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
 

on the market alternating
productivity is frequently their own undoing, with gluts 


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
 

strictly theoretical
demonstrated in practice, and, in fact, is quite faulty on 


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
 

Tennessee did not need subsidized credit or a technology package to get into
 

business. fie needed the 19th Amendment, which created a strong market for corn
 

squeezins. No amount of subsidized credit and technical assistance will bring
 

back the moonshine industry, because the market is dead. It might be possible
 

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

inexpensive debt, but it would not be possible to get them to go 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 vith 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 recent
 

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 leave little room for
 

credit in the PEAH. Since all banks operating in the area, including the B.A.P.,
 

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 life 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 encounter.
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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 aggregate 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 cooperative owning a facility, 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 PEAi, 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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ln oudapa more viable from a financial pit of view,, but much
 

less attractive when viewed from the perspective of stimulating economic
 

activity other than coca farming. It is, indeed, the very tact that caca
 

production in the valley presently is not sufficient to guarantee continuous
 

operation of the processing plant that makes this project interesting. If
 

there were sufficient cacao under cultivation already, the plant could have
 

only marginal impact in the area of coca substitution. It is ironic that an
 

earlier consultant cited the very fact that makes the processing plant
 

interesting in terms of project goals as a possible reason for not funding it.
 

The irony is strengthened when we consider the marginal activities funded by 

the B.A.P. and the PEAH in the Upper Huallaga region. The B.A.P., for its 

part, distributes a subsidy (loses capital) in the region at the rate of 

roughly one million dollars a year. These funds lost by the B.A.P. are quickly 

mobilized by the commercial banks and exported, as we saw from our earlier 

analysis, after having at best a fleeting impact on economic activity inthe area. 

The PEAM, for its part, has funded activities that would have difficulty with

standing the type of questioning to which the cacao processing plant has been 

subjected. For example, while the present evaluating team was in the field, 

the rock crusher supplied by Pettibone International of Cedar Rapids, Iowa, 

was placed in operation. This magnificent machine, said to be small by industry 

standards, has a rated capacity of 100 tons of crushed rock per hour. In 60 

minutes of operation it can crush enough rock to fill all twelve dump trucks now 

available or procured through the Project. In other words, after 1 hour of operation 

the plant must either shut down or begin stockpiling ciushed rock at a prodi

gious rate. The imbalance between the capacity of this machine and the ability 

of the Upper Huallaga region to absorb its output. in an economic manner is great, 

but it is justifiable to provide crushed rock for needed road maintenance and 

'F Fable
soil supplements (limestone) to rcduce soil acidity and neutralize aluminum
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content that inhibits crop production. It may be that there still remain
 

It may be
feasibility and finrLncial viability questions for the cacao plant. 


that other options for processing locally grown cacao in existing plants should
 

be explored in more detail. However, it can also 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
 

Of this number perhaps 40%, or about 2,000 families, are
5,000 families. 


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 figure of 2,000 families in perspective, during 1983 the B.A.P.
 

oan; in its three Project area offices. Since some
executed a total of ],290 


farmers receive more than one loan in a year, the total number of families
 

In other words, working
reached by the B.A.P. may have been closer to 1,000. 


with a much larger bidget 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
 

PEAI 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. PEA1H's stressing the positive development of processing
 

facilities and market outlets for coca alternatives will help minimize the
 

public's concern that PEAl! is a negative force and threat to the economic well

being of small farmers.
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The cacao processing plpnt 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 Ecuador. 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". *he 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
 



39
 

envisioned in the design of the PEAI. 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 $h.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 distresLing Jthaettr v;i of 

financially repressed, inflationary economies that precisely this type of 

potentially viable project tends not to be funded because of its limited
 

ability to manage short-term debt. 1XSAID should not use the PEA!! credit und 
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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
 

potentially affected by the agro-industrial project under consideration. The
 

second component concerns the strength or the degree of stimulation to substi

tute economic 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 PEA}{ 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 analysis 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 feasibi.lity studies. Again 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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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 answer.
 

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 is 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 program, 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 PEA
 

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
 

borrowers 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. In 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 original 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 PEAR 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 PEAR 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 meet two key prerequisites 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.
 

It 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 follows:
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B.A.P. Administrator in Aucayacu: The Technical Package for cacao
 

plantings was developed on March 23, 198h 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, weie 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. PEA! 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, PEAH 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, 1984
 

(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 PEAM 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 PEA}{ 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 thL 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 7, 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.
 

3. 	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 dialogue provided a good insight 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 to 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
 

PEAE should organize a schedue to provide capacitation training to INIPA aj;ents
 

both in the form of workshops and field orientation and practice. It is highly
 

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, etc.); (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. If 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 anticipation of the next programmed visit
 

of the expert(s). In this way the local professionals become 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
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UNAS staff in courses and degree programs at overseas educational institutions
 

should be a goal. However, due to the time constraints of this assignment, it
 

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

b. 	B.A.P.
 

The Banco Agrario presents an image of a tightly controlled,
 

efficient operation. In the Alto Huallaga they have a high recovery
 

rate on loans. They depend solely on their internal technical staff
 

to evaluate economic feasibility of borrowers' investment plans, and
 

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 of loans has been
 

decreasing.
 

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).
 

VOLUME OF LOANS
 

AMOUNTS IN MILLIONS OF SOLES
 

Total

Calendar Working Capital Capitalization 

Year No. Amount No. Amount No. Amount 

1980 2,201 S/I,467 6.1iV231 2,262 S/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 terms
 

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,ooo) 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 4 

Aucayacu 3 

Tocache 3 

TOTAL 10 

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 been 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 reatively 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 loans
 

Rio Uchisa 19
 
Uchisa 0
 
La Morada 43
 
Aucayacu 17
 

Progreso 15
 
Tingo Maria 15
 
Cachicoto 12
 

121
TOTAL 
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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
 

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 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 Sectins IV and V
 

availability of credit from the Project to strengthen marketing systems is
 

just as important as providing credits to the individual farmers.
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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 LI/ans
 

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 ubtained. 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. 3alance 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
 

borrowers 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
 

PEA} establish 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.
 



It has been noted that in the original Project Paper for the Upper 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. If 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 atte'ipts to provide some basic accounting data and related pro

cedures which will be uL-ful principally to USAID project supervisory staff. Topics
 

B, C and 1) 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 Def'lator 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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B. 	Banco Agrario Reporting to PEAH
 

1. 	Monthly Data on Executed Loans
 

On December 19, 1983 PEAH addressed 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 PFAH, 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 amountsof 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/4, h and 2 has 

been developed. The process of posting the accounting records for the
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first two disbursements is shown in flowchart form (Exhibit 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/4
 

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

artion, 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/4. 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
 

At this time it would
the balance of an individual loan reached zero. 




B.A.P. LOAN RECORD KEEPING 
Alto Huallaga 

_________________ BANCO AGRARIO DEL PERU______ ________ 

Activity 

Farmer Cashier Loan Request 

Control Collections 

Section 

Legal 

Sec ion 

Technical 

Section 

Loan 

Committee 

Accounting 

Obligated/Disbursed 

1. Loan request made by farmer S/10 

2. Loan request recored 

3. Farmer checked for delinquent balance 

4. Supporting documents such as 
possession certificate reviewed 

- investment plan and p-r;ose of loan 

reviewed and opined 

6. Loan approved by vr:tten resolution 

7. Filed pending 
to farmer 

first !isbursement 

8. Farmer request disbursement. 

disbursement made F 'L 
O 

9. Auxiliary record of loan details 
posted for reporting tc PEAH 
(BOUnl BOOK) 

/ 

10. Documentation sent 

to open record 

to accounting 
SAO I/ 

11. Farmer request second payment 
against loan S/14 I 

12. Record checked for 
disbursement 

sch-duled I 

13. Disbursement authorized and sent 
to cashier for ray--ent 

14. Check issued, -ccountz rsted 7, 

TOTALZ 
sI8 

Eva_ 
s/8 s/10 a/ln S/8 
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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.
 

2. 	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
 

A. 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 loat.s.
 

B. BAP Loan Statistic Schedule submitted to PEAH
 

Titled "Ejecutado en el mes de junio"
 
Short term loans:
 
Tingo Maria S/ 5,890,000
 
Aucayacu 12,500,000
 
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 PE 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 account in
 

US dollars over the term of the loan. In the example provided by the bank,
 

which appears on the following page, in case I.l.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 i . During the life of the loan, the interest portion of the quar1 
terly amortization, denominated i is added to the US $ escrow account.
 

11% 4100(Loan Amt.)AP (Ahorre-Pagando) = iI + i 2 

Assuming: CB(Bank Cost) = C (Producer Cost) UEr4Q
US Escrw --- Qtr.'1 st 


Thn 1 + AP 
 Account -- 2nd 

-- 3rd i-)
SCommercial
Therefore: C1 < C Bank 

I th 
Because: AP > 0 Generates etc. 

AP estimate for 1st 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.l.A., the equation equivalent is as follows:
 

C =C
 
B P 

or 87.0% = 87.0 

C1
C = + AP 
B
 

or 87% = 58.7%+ 28.3 



* AHORRE EN $ (11%)
 

* RETENCION 10 + 1 AL INICIO
 

* 30% DE REAJUSTE ANUAL DE LA CUOTA
 

* MODULO: SI. 1'000,000
 

TASA DE INTERES 

AL PRODUCTOR 
NOMINAL EFECTIVA 

TASA EFECTIVA 

AL BAP 

PRIMERA CUOTA 

S/. 

MENSUAL 

% 

CARTERA PROPUES 

TA 
S/. 2 

CAPITALIZACION I: 

lo.A. EN 5 AROS SIN AMOS DE GRACIA 

(SEMESTRE VENCIDO) 

43.5% 58.7% 87.0% 24,827 2.8% 78.0 

2o.A. EN 6 AMOS 1 ARO DE GRACIA 

(TRIMESTRE VENCIDO) 

43.5% 56.6% 82.9% 42,792 4.8% 

TRACTORES -IMPLEMENTOS - EQUIPO - MOTORES - BOMBAS -

SEMBRADORAS , COSECHADORAS Y TRILLADORAS PARA SELVA 
TRILLADORAS PARA SIERRA 
INFRAESTRUCTURA Y CONSTRUCCIONES 

VEHICULOS 

MEJORAMIENTO Y NIVELACION DE TIERRAS 

MOLINOS 

HERRAMIENTAS 

0 

CAPITALIZACION II: TRIMESTRE VENCIDO 

lo.A. EN 10 AMOS CON 4 AMOS DE GRACIA 43.5% 53.8% 81.9% 131,347 14.8% 20.0 

2o.A. EN 10 AMOS CON 2 AROS DE GRACIA 43.5% 54.5% 84.7% 48,857 5.5% 

GANADO DE LECHE, DE CARNE Y DE TRAbAJO 
CULTIVOS PERNANENTES: FRUTALES Y PASTOS 
SISTEMAS TECNIFICADOS DE RIEGO 

PRIDI. 

CAPITALIZACION III: SEMESTRE VENCIDO 

lo.A. EN 5 AMOS SIN AMOS DE CRACIA. 63.5% 83.5% 101.6% 82,005 9.2% 2.0 

SEMBRADORAS - COSECHADORAS -

ORDERADORAS MECANICAS 

TRILLADORAS 

80.59 - 81.56 
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The above description is in simplified form due to the lack of time 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 relation to 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 

\i + 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, Chanchmayo
 
Combination Long-Term and Short-Term Credit
 

Utilization of Loan Proceeds:
 

A. Fixed investment
 

Electricity generating equipment S/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 S/90,000,000
 

B. Short-Term Credit
 

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

short-term interest
 
first three years S/76,936,000
 

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

Long-Term = 54 4 3% 
Short-Term = 60 + 21 



BAP INTEGRATED CREDIT UTILIZING BIRF DEFLATOR MECHANISM
 

SIX YEAR LOAN FOR COFFEE PRODUCTION 

In Thousands of Soles 

Year0 1 2 3 A 5 6 Total 

A. Sales 135,000 135.000 135.000 135.000 135.000 135.000 810.000 

B. Expenditures 
Fixed Investment 

Crop Inputs 

100000 
55,000 55,000 55.000 55,000 55.000 55,000 330.000 

C. Net Benefit before 

financing costs nono0 80,000 80.OOO 80,000 80.000 80.000 480.000 

D. Financing 
1. Client Contribution 
2. Long-Term Loan 

3. Short-Term Loan 

4. Capitalized Interest 

10,000 
90.000 

55,000 

27,477 

55,000 

27,477 

55.000 

21,982 

55.000 55,000 55.000 330,000 

76.936 

I. Amortizations + Payables 

1. Long-Term Loan (NV) 
Long-Term Loan (DV) -

18,000 
6,228 

18,000 
3,654 

18,000 
2,142 

18,000 
1.260 

18,000 
738 

90,000 
14,022 

2. Short-Term Loan 

Capital 
Capitalized Interest 

55.000 
27,477 

55.000 
27.477 

55.000 
21,982 

55,000 55,000 55.000 330,000 
76,936 

3. Other Obligations (NV) 

Other Obligations (DV) 

3,000 

1,764 

1.850 

640 

1,100 

223 

1.300 

155 

1,400 

98 

800 

74 

10,450 

2.954 

F. Interest Expense 

1. Long-Term (NV) 
Long-Term (DV) 

33,481 
19,687 

20,520 
7.100 

15.390 
3,124 

25.650 
3.052 

15,390 
1.077 

7,695 
315 

118,126 
34,355 

2. Short-Term 41,800 41.800 41.800 41,800 41,800 41,800 250,800 

3. Other BAP Loans (NV) 

Other BAP Loans (DVI 

6,583 

3,870 

4,694 

1.624 

3.528 

716 

2.835 

337 

2,016 

141 

1.134 

46 

20,790 

6,734 

C. Net Benefit 12.879 22.608 30.483 32.514 35,624 37,027 171,135 

M. Deflator Index .588 .346 .203 .119 .070 .041 

DV 

-V- Nominal Value 

= Deflated Value 
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WORLD BANK DEFLATOR INDEX
 

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

Formula: 1 where n = No. of years 

1 + Inflation rate 

Year
 

I 1___ = 0.5882(1:.7Y 
2 1___= 0.3460 

I 4+ .7
 

3 1 3 = 0.2035 

S+ .7)
 

4 1 = 0.1197 

1 + .7 

5 ___ = 0.0704 

6 1 6 = 0.0410 

1 ( . 
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In the example, the S/90 million face amount of the loan given in year 0 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 S/ millions)
 

Line 	 Nominal Deflated
 
Item Description 	 Value Value Difference
 

E.1 Amortization of Capital 90 	 14 76
 

F.1 Interest Expense 	 118 34 84
 

F.3 Other 	B.A.P. Loans 21 7 14
 

E.3 	 Other Obligations 10 3 7
 

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 byS/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 __ __ 

Amortization - Long-Term loan (90) (lh) 
Other Obligations (I0) (3) 

Interest Expense - ,ong-TIh (118) (34) 
Tnterest Expense - ",hort.-T-rrn (251) (251) 
Other B.A.P. Loans (21) (7) 

(2490) (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 S1 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 Al-o Huallaga. 

The attached document (Appendix E) 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 b, the 

Lima B.A.P. officials, and therefore it appears that this topic has a very low 

priority within the Bank. Nevertheless, 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 conmmodity
 

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 PEAE 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. Indexation of Loans
 

The indexation system of revaluing the capital portion of medium-term credit
 

which 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
 

failire.
 

Lacking a nationwide banking system adoption of indexation, the future prospects
 

of using it 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 th,. few medium-term loans approved with the indexing
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component is extremely negative. During the inspection visit to Tocache on
 

July 4th, 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 liquidating 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 unlikely 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. Based 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/4OO million of their
 

new funding sources is earmarked for lending in the Alto Huallaga.
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Bancoop has stated that loan requests in hand ready fir approval (as
 

of July 15, 1983) amount to approximately S/150 million (us $h8,oo)
 

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. It 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.
 

2. 	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 receptiveess and to assess their capabilities to handle
 

agricultural credit. Garrently, 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 need to charge 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 officinls have had previous
 

discussions with the Banco de Credito concerning a possible financial
 

relationship. In fact, 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.
 



81
 

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 than more, partic(ularly 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 jne hand, a need for 'disaster relief' may
 

cause the demand for PEA credit funds to increase. On the other hand, the
 

reduced income potential of small farmers may make them more reluctant 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 c'f the coca eradication.
 



82
 

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 technical 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. Emphasis
 

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 PEA4 Agribusiness and Marketing
 

Study before a credit strategy is crystallized and finalized for the remaining
 

life of the project (PEAI), especially with respect to technical assistance
 

requirements.
 

B. Recommendations
 

It is recommended that the following types of technical assistance be considered
 

as intermittent consultancie ; rather than a single full-time credit advisor;
 

their suggested activities are outlined under each specialist:
 



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
 

h. 	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
 

* See 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
 

technical 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 

Agricultural 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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APPENDIX A
 

Terms of Reference
 

MASI Work Order under Contract #PDC-1I4O6-I-Oo-1O9h-Oo
 



Background
 

The USAID/Peru-Government of Peru (GOP) funded Upper Huallaga
 
Area Development Project includes complex credit activities which
 
are functioninq 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 questions 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. Detailed,
 
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 shal, 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 guidance, 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 :elevant 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 need) 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. Eight 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 guidance 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
 
cczpletion date is August 30, 1904.
 

Subject to the written approval of the Project Manager (see block
 
5 on the Cover Page), the estimated 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 deliverables, 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 -


TOTAL ESTIMATED LEVEL OF EFFORT .................... $28,657.80
 
Rounded to S28,658.00
 

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 Manaqer'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 ........................ 
$28,658.00
 
For Other Direct Costs (includes travel, per diem,
 

translation, copying, communi
cations/medical exams, DBA).. 7,074.00
 

WORK ORDER TOTAL ............................. $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 personnel is
or specifically authorized
 
in 
the Contract, or is authorized in advance, in writing, by

the Contracting Officer.
 

B. 	 If at any time it is determined that the Contractor, or P;iy

of its employees or consultants have used U.S. Governmcnt
 
facilities or 
personnel without authorization either in 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 cesignees 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
 

\) 



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.
 



APPENDIX ii 

Itinerary - Credit Delivery Specialist
 

June 2h Travel to Lima from United States
 

June 25 
 Initial briefings with AID supervisory staff:
 

Mr. Jack Rosholt, Project Manager, USAID, Lima
 

Mr. David Bathrick, Director, OARD, USAID, Lima
 

Mr. Mark Silverman
 

June 26 
 Initial interview with Executive Director of PEAH, Ing. Ramon Cornejo
 

Saavedra at Project Headquarters in Lima.
 

June 26 Attend presentation given by Dr. Gustavo Gomez (USAID Consultant) to
 

the senior advisory staff of the Ministry of Agriculture in L-.ma
 

concerning methodology for increasing efficiency of agricultural
 

credit through the B.A.P.
 

June 27 
 With the assistance of Ing. Enrique Oiivares of PEAH interviewed
 

the following 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 Anaiiys:i:: 

Bancoop
 

Ms. Betty Alviar Calle, Deputy Director of Finance and Credit 

Mr. Miguel Toquilla 0., 
 Deputy Director of Administration
 

Mr. Espinosa, Accounting Department
 



June 28-J() 	Recview all project. doeumentation provided by IISAII) ard PEAII and 

assemble photographic copies of relevant data. 

July 1 	 Trael 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 BAN-OOP office in Aucayacu.
 

July I 	 Travel to 'J'oencho from Tingo Maria for purpose of interviewing Ing. 

Nel-son Aguillar, Administratr'ator of B.A.P. in rocache. Visit made 

to PFAH zonal office outside Tocache. 



July 14 Suffer guerilla 

Aucayacu. 

attack while being housed at IPEAlt headquarters in 

July 5 Return to Tingo Maria, meet with: 

Ing. Manuel Custadio, Director of INIPA 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 7 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 Ing. Carlos Arevalos to review progress
 

to date. 
 0 



July 12 	 Report Drafting. 

July 13 Meet with Tng. Ramon Cornejo, Ing. Carlos Arevalos of PEAH and Mr. 

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

July l4 Report Drafting. 

July 15 Sunday. 

July 16 Report Drafting. 

July 17 Meet with Ing. Romulo Grodos, Direct of Programming and Planning 

Department of B.A.P. in Lima. 

July 18 Meet with Mr. Luis F. Zuniga Aguila, Director General of Bancoop in 

Lima to be informed onmost recent developments in their reactivation 

strategy. 

July 18 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. H1immelfarb in second meeting. 

July 19 Travel from Lima to United States. 

request for
NOTE: John Gadway, Credit Economist, wits off the project at USAID's 

the Credit Delivery Specialist'salmost one 	 week but otherwise was on 

Critically the one week off occurred when integration of theschedule. 

in the Trin:; of Reference. Integration hadreport in Peru was intended 

to be done 	in Washington after the team's departure from Peru.
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,
a ctual, Va.i~bir. aproxim. a -,:: 
.
,<,... z" .. .....mo i i ..a o..... qu -b en 

doc obr ond enfla--rprpiar bj no dbno peistemaino a-r o du c dlt o de6%precioquon controladocobo que 
elGoqi antoo~ inatatrt de cobr
bd ca quos 


- O quo.....b. acuavonbi ar-4Uanst ..... . 
pa ........
', zaoi .a.i..tar.e quo.de 

. a. do tanto osam re iparareayo.u---
 tui
en p utO si.n . ponroldo deiap

cio del rro so 

,-nee politicas, quienes sufren las consecuencias 
son las -instit,
 

no el agricultor.
(PEAH-BAP), yciones gubernam.nta...5 


.historia econ6micaRevisando datos de 
tasa do int.r..sdedo mucho tiempo atras, la 

ao encuontra, qu 

real quo so cobra por el usO del 

dinero cuando no existe infla

ci6n ea del 6%. 
.

Esperando que fsta explicacioan sustentoe 

ocaai'n pr exrsarle las mues
--- o-sliiao-rpcae

trae,de mi consideraciofl y estima.
 4 

Atontarnenteg 
I4 

INSTITUTO NACIONAL DE DESARROLLO
 
Proyecto Especial Alto Huallaga
 

Ing. RaQ'Palacion Rojas
.. 

Director T~cnio.4 

CAR/g444
 



---------------------------------- 

~ii2;;~BANCO: AGRARIO DEL PERU, 
PRESTAMO N

SOLICITUD)j LDl 

LIQUIDACION FINAL 

NmrCdii < <: :POSESIO..AR -V":: 1O 

-

- =r-to"R .... Pe-it- g. - 
...... .UbicacJ6n. TIUGQu :; T. 

Has. Fecha de staiQ1AL--------'Extensida Total. 

10 Has. Fecha deExtensi6n curtivads 

Plan inversiones S/. 15'oOt0,oo (27,675.28 Klzi.arro) 

Disminuciones o aumentos 

Plan final S/. 151000,000,oo (271675.28 Kls.vnrroz) 

Garant.as Prenda A-ri-ola sobrel producci 6 n 
obtenor en los 4 afios do 

.estimada 

140,000 K6..
duraci6 n del av'o; Arroz 

* . nenos: 

'*i;.... ".
! ..= Gastos de.explotaci6f .'70,175 Kls.arroz 

3,653 Kls3.arroz'..*-*.Intereses pte.avlo 

21,053 Kls.arr. z ,9,881 K!..

.Ints.PtAo.sostenim. 
aus.S;Ldo neto disponible* 

.TOTA 2',973.79 Kls.arroz ,-

O0 
O 

( 7 . 7 
" ;............... .a . .......... ........ ' f~.. . ....*: .. * . ., 5 0 

SI.
0 


i
: 

e1 ,--I.: tei RO S; ..... ~~........ ..... . . ..
l'lnd]'*: 

2626%28 K2s.a79ro.) I ,
* - 27 ,o 77 / 

19 3--y " e ;"in 
| elXA -e--" -- " . . . -- -,- . ..------ ' " 

_nvcrstoneseprincipinElpla dc . . 1 - - -. ... . ---- dclgA/L'............ ... . . . . . . . . . . . - el aivie ternmina el'-?- e
cI- 11 4 --- dr--:IFERERO .. de 19-A8 

coterminsimrE1p0------------.dSEllnndon (ncrsles prtninpl 
d 

e 27,6.O dc :peod0dS/. 15'0p,odo daPrdsta totail;~ 


- - ... 2 elui eoin 0 AOT 

20.08.861 7.. 0,9ck."70K
~.o8.135 7t'lo? 'I., 

ci 

http:2',973.79
http:Garant.as
http:271675.28
http:27,675.28


-- ------

-- - -- -- -- - -- ----- 
-----

Ila pnigrido rl ittrcnda n to 11-1-tU ,Iflstc.rcs(ido d(!ho £2onprob~r qut 

lu cntribucio- - ---

, ~las cuotas deo gua hit 
-

p- la cotpra
r una )r-- da do I.. 

acnel plan dc invrsiones se considu 

Elobjcto de es t°P rstamo es 

r
 
,200 000.-


CornpraImprovston 


Si 15'OO,000..onto Total 

27 "675-28 Kls.2
*a .o
*.... Equivalencia,en arroz 

"--== ==- = --=
". : C
:+ "
i-.:" ' "r. 


il. r 

. -b .b . id ..a;iSe. toa-.*A ptaqur• dC auquna""ith• " " 2. Se,I+.Constitui ara 


'0BSE RVA CION ES: 
ormi2ftdA Eactura, o Factura
 

1. La partida ser.6 girad**'.pr@via r6epentacibi6r~ 'eaprof 
o,'
cancelada que acredito-la.ComprR~. 

, 

-II . 1 . 

-de eemboiso do 
cr6dito del Program& Experimentble. 

Plan 
de un .3-Por.tratr-rc ci lculo d elvalo que tocar& reembol
lo quoe
arro por
plmnltea pobre kilos doe cancelcio'n

al valor oficiai del prdu.to.a. la fecha.de 
sar'est+aiadeacuerdo 
d& l-a cilotall * 'A . l pre'staa1o de sosteninhien-'

constituye un cre'dito integral conun - F.u a o F o u a
4. El presenth.'evio... .. . . ' "- . -. .. . la autofla+:+ 

el quo podrA ser modificado a nivel do 
to estirnado en : jW000,00O.-I 
mia correspondienteg'si fuera necesqrio. ,..-. - confor..- a,..... constituye. .. parte 

e -- . ......... ......... del pre'stamo,
?7. ensi~u:.-,,5. Ml Anexo quo'contihnC' el Plan do Mntregas
el cual seri suscrito por el recurrente. 

mante de 1. presente L quidaci'n fina, 

aPE:,.;u~oatr~U 

.
dl rora :p _ . 

pobeklo~rdi +: 

m~ZC/Jlad, 

con o 
, '4 era • ' 4e ...
 .... c~re~pndietnecsqri1ei
.si,£u ...
 

. .hojas con los inventarios en----,-e---. .Se acompaiia--------. e 
---

..
ecc....tcnlcLiquidado pr 
AAA 

ion o• ,rluc .. ... . . .. • . 

SEOCCONLEGAL 

4 

http:fecha.de
mailto:girad**'.pr@via


BANCO AGRARIO DEL PERU
 

Jr. Carabaya 543. Lima I
 

ANEXO 110 1 A LIqUIDACIOI FILAL 

Selicitud : PE. DAH 
Nembre 
Fund* 
Zona • TINGO [IARIA 

P.DIRECTA P.INDIRECTA COI.ICEPTOTOTAL MESES 

1984 
114'8O0,O0O.- Enero/Feb. -- 14' e0o*o.- nlotecultor 

2e,00O0.- Imprevistes 

=1t5' eeo eee.-

BANCO 'AGRARI0 DEL PERU 

MIARIASUCVK~TINGO 

Ing% MAN LL APATACAMO 

jefc dc cci6n Tkcnica 

lad.
 



A, BANCO AGRARIO DEL PERU
 

J.Curuboya 543, Lima I 

1AN XO iDIQ 

DETALLE PLAN fE NiT.DGAS 

Selicitud: PE. DAM
 
Nem.bre : 
Fund . 
Zena : TINGO MARIA 

I. nAQUINARIA 

- Cempra de un meteculter KUBOTA y 
,oous Acceserion 


Impbevistes 2001000.-


Equivalencia segun el precie actual
 
de acepie del Arrez W- 542.-/kile) Sj 27,675.28 Kls.
 

BANCO AGRARIO DEL PERU 
BUCUnISAl TIINGO MARIA 

In 0. N ATA LA MO 
jeicde Secc;6n T.nica 

lad. 

http:27,675.28


BANCO AGRARIO DEL PERU 

Jr. Carabaya 543, Lima 1 

AfllXO N 2 

II. A. PROGRAMA DE PRODUCCIONE3 E I1GRESOS 

1. Rubre Agrcela Preycctado
 

Selicitud: PE. DAN.
 

Nembre :
 
Fund* 
Zea : TINGO MARIA 

V.B.P.AREA (HAS.) 	 Pred.Estimada(3) 
Arroz C-4'ultives 


Permanent. temperales

AlOS Cultivos 


Kls.ARROZ 


19'950,
10 35,0001 
 19'9509
10 35,000
2 

19'950,
10 35,00
3 


1043,000
4e --------------------------------7913o0, ..4s 1491eee 

Area total do cultive
1.e 

2. Area total en produccie'l
 

3- Area an crecimientO 

Prce ntaries
Rendimic-e/ 


- RCI
ArOs HAS. A 0 0 S 	

UVIT AR10
23 

Cultives axuales
 

10 3,509 3,500 3,50e 39500 570.
Arroz 


DEL PERUBA1NCO .4GRARfO0 
K[A11A- j3UCUIR SAI- TIN GO 

'" 	 " ~~AMQ|~MAUI 

,.f, d c cc6 n T i ,cnil a d e 



--

BANCO AGRARIO DEL PERU 

Jr. Carahoya 543, Lim. I 

ANEXO 1o 2 

TOT.POGAA D PWRDUCCIONeS E INGR11OS 

.Rubreu Agticla Pryectade 

Solicitud: PE. DAlI. 

Nmbre 

Zona :TIUG MUARIA 

AREA ( HAS.) PROD.ESTII. VB
 

S Itives cultive (3)
 
Pormanent* Temperal Arre K s.
 

ArrAo
 

1 	 20 70,003'90
 
20 75,000 39'900,
2 

70,000 	 39'9009
13 	 20 

TOTAL 	 6* 210,000 11910A
 

1. Area total do cultivo 
2. Area tota~l do. pirducikie'n 
3. Area en crocimient 

;391900,
 
9,s 	 Preci
HAS. 


UrIITA2CIO
1 23 


Cultivos anualen
 

3,5006 	 570...
Arroz is 	 3,500. 3,503 


Nota.- Se osts'asumiendt quo actualmenite se sembrarA 2 caiupaiias do 

BANCO AGRARIO DEL PERU 
8S1CUStj21AL 'rir40 MARIA 

Jele 'doS&cc6n T~cnicc 

++
V+j +++++ 

la~d.
 

' ' + ' , 


" + ." "' 5' +/ '* + ; I ''' 
 +" + "++ + ..
+ . . + 

+ "+'-+ ' • 	 + + - :> " + "e >-' 9: J ' 	 : : ] +r +..L+ 4 ++ ++ , + ++++I ;+++". +j ++ 10 '.-' @ .+ " + m 




ANEXO NO 3: II. PROGRAMA DE NVER3IONS.

2. Pr~staces de Sestenimie-to 

Selicitud: PE.DAH. 
Nembre
Fu--d a 
Zena : TINGO EARIA 

AIO RUB O AG*'ICOLA RUBRO PECUARIO SUB-TOTAL GABS GTOS. TOTAL PRZCALC, TOTAL 

kane de 
Obra 

Leyes 
Sec. 

Insumes 
T6cnices 

k-ane 
Obra 

Leyes 
Sec. 

Insue. 
Tcn. 

(Sest.) ADm. GEN. EGRESOS I:NT.CAn -
PASA 3 

GA:2:S 
E'LCC. 

1 

2 

3. 

5'6c , 

5'6eo, 
5f6g 

14'4ca, 

14'L40c 

14e,43, 

20000, 

20100, 

201000, 

2 0'o, 

201e80, 

20'oeo, 

6'oeo, 

6' -g, 

61e3,, 

26'", 

i6'8oo, 43'2Z, 6e'oe, 6o'ovO, i',7-, 

BANCO -':RARI0 DEL PERU 
Bucuns. . TINGO MAR"L 

lad. 
i c.M2 -

Jetc de 3ccci6n Tkuka 



ANEXO NO 3 

II. 

2. 

P*;OG:*Ar,;A D3 INV -LSIONES 

Pr~stamos de Sostenimiente" 

Selicitud: PE.DAH. 
ie-bre : 

Fund* 
Zeza : TINGO M.ARIIA 

AROS 
RUHRO AG2ICOLA 
Nano do Leyes Insumes 
Obra See* Tgcnices 

RUBRO PECUARIO 
riano Leyes Insum. 
Obra Sec. Tecn. 

Sub-Total 
(Sesten.) 

Gtes. 
Adq. 

Gtes. 
Gen. 

Total 
Egreces 

Prec&lic. 
Int.Cam-
pana 305 

Tital 
Gustes 

nxp1mt. 

2 

3 
4 

2'890 

2'8909 

2'8oo, 

11'20a' 

71?t2 0 0 9 

7'2301 

7'200 

7'2001 

, 

11'o000 

lO'e~, 

1O'eo, 

141000, 

4e'@of, 

loe,, 

lO0eOO, 

1O'€o0, 

40l0n, 

3'031 

31#349, 

3'OeQ, 

3100 

12'0o, 

13t::, 

52'0n., 

BANCO tRARIO DEL PERU 

lad........';N-iA 
%,ci rj Ni0O MAARIA 

j 

eas &a£cc16nlTficalce 



BANCO AGRARIO DEL PERU 

Jr. Carabaya 543, Lima 1 

AN'EXO HQ 4~ 

RESUllEI DO SALDC3 DIZPOIBLZ3S PARA R11BOLSOS 

DAHSelicitud: PE. 
Nombre : 
Fund* 
Zcna : TINGO I.ARIA 

DISPOIIBLESALDO SALDO
ANO INGRESOS EGRESOS 

COVITIDODISPONIBLE 

&1 6'950, 12,193 Kls. 
1 	 . 19'950, 14 13100, 

12,193.KIs. 
2 19'956, 13'00, 	 6'950, 

6'9509 12,193 Kls.3 19'959, 13'Oo#, 
12,193 Kls.

4 19'95, 13leso, 69 

48,772 Kls.
52'00, EI 27'800,
79'8", 

DEL PERUBANCO AGRARIO 
MARIATINGOSUCURSAL 

CAMOIANUELATA 
Jefe de Secci6n Tkcnic" 

lotd.
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BArCO ASRAR1O TARJETA DE CUENTA CORRIENTE PRESTAMO 

OFICINA ARRArRMONTOS1 27,675 k-. PRESTATARIO NUMERO 

ARRASTRE S1. ARRprV, 

CUENTA 

FIR'A DE DIRECCION 
AUTORIZACON: MON rO 

TOTAL si.. 7 2 FU2.DO VENCTO. 

GARANTIA, S 1. ZONA INTERESES 6 

A A 
FECHAV_______Cor.l'rob. 

REPERENCIA 
Cod. I DESE 

MOVIMIENTO 
MA1ER 

ACUMULACION 
INTERESES CAPITAL 

S 

COMISION 
A L 0 0 S 

IWERES GENERAL 

8-ze.84 24 1 27,675 27,675 27,675 
Jul. 84 2719 i 8,,0!830 27,675 830. 28,505 

£aea 85 

Jul. 85 

20 
27 
19 
20 
27 

1 
I 

714 

595 

3,916 

714 
3,916 

23,759 
23759 

19,843 
19,843 

-
74 

-
595 

23,759 
24,473 

19,843 
20,438 

9ig 595 

r.e. 86 
20 
27 457 

4,608 15,235 
15,235 

-

457 
15,235 
15,692 

19 457 

Jul. 86 
20 
27 319 

4,608 10,627 
10,627 319 

10,627 
10,946 

19 319 

Ene. 87 
20 
27 159 

5,313 5,314 
5,314 

-
159 

5,314 
5,473 

19 159 
20 5,314 - .. 

I. 

REFERENCIAS: 

20.-
21.-
22.. 
25.-

S entreg.
T,am ch AbO.o, 
Abonos Wmics 
Adflatos 

2. Nu.,tre "Tr 
27.. Interem v Cornhiorfl 
28.- O;frerwni do Cwnbi3 
29.. Gatsot do Intrvenci6n v V;gilncis 

30.- Gstio Notaraln y Otrcm 
31.- Tel6ffo.o- Telex 
32.-Pago%Fl R.oistro p..bl;col 
3. Segouts 

34. Devohi-66 do Chown 
35.- OevofucI6, deSoldo 
36.- Trnsferencis doCargpos 
37.. Ca got verio 

54T EF 98,50 
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BA NCO AGRARIO TARJETA DE CUENTA" CORRIENTE PRESTAMO 

OFICDNA MONTO 

OFICIA 

s 15,000,000.-
S/PRESTAMO 

PRESTATARID 
MONO 

NUMEMO 

SPrecio as5 s: 542.- EC CUENTA 

AUTORZACION OTAL s. 15,'000,000.- E____ VENCTO. 

_ARANTIAS SI. CON - INTERESES 

f 
F E CHA 

[ 
VALUTA 

REFERE., CA 

Co-v c, o - . D E 

MOVIMIENTO 

HABER / 

A'KUCINS 

CM ACOINTERESES _______________________CAPITAL COMISION 

A L 00S 

INTERES _____GENERAL 

Th-ero 84 24 15,0OOO.-TC.6 Precio Base 550./,cg 15'000,0OO0.- 15'000,O0.-

Julio 84 

Enero 85 

Julio 85 

27 
19 
20 

27 
19 
20 

27 
19 

456,500.-
456,500.

2'153,800.-
TC.6 Precio base 560/kg.
13 '305,040.-

399,840.-
399,840.

2 192,960.-
TC. Precio Base 570/k. 
11'310,510.-

339,150.-
339,1.50.

15'221,250.-
15'221,250.-

13'O67,450.-

13'305,040.-
13'305,040.-

11'112,080.-

11 '310,510.-
11'310,510.-

456,500.-

399,840.-

339,150.-

151221,250.
15'677,750.

13'067,450.

13'305,040.
13'704,880.

11 '112,080.

11 '310,510.
11'649,66o.-

Enero 86 

20 

27 
19 

2'626 56c.-
TC.6 Precis Base 580/kg. 
8'836,300.-

265,O60.-
265,060.-66 

8'683,950.-

8'836,3OO.-
8'836,300.- 265,060.-

8'683,950.

8'836,300.
9'101,360.-

Julio 86 

er 
mero87 

20 

27 
19 
20 

27 
19 
20 

2'672,640.-
TC.6 Precio base 590/kg. 
6'269,930.-

188,210.-
183,210.

3'134,670.-
TC.6 Precio base 6 OAg. 
3'188,4oo.-

95,400.-
95,400.

3'188,400.

6'163,66o.-

6'269,930.-
6'269,930.-

3'135,260.-

I 
3'188,4OO.-
3'188,4oo.-

188,210.-

95,400.-

6'163,660.

6'269,930.
6'450,i 0. 

3'135,260.-

3'188,4OO.
3'283,800.-

REF ER ENCIAS. 

G. S u e g 
21.. T.. -$fqreqpcla AbOP 
77* Aho 3% ';¢mR. 

:$ 
6. 

27.. 
7 

Nue srs entrege 
Inefr", v Comilio'ne 

iA.r I.hnA. r..nhtn 

10., 
31.-
17. 

G stOi Notarta - y Oiron 
TulI6ono - Telex 
P,., q1. Rqo;.,rn n..lhIe n. 

34 . Oevoluci6n do Ch ewas 
35.- O vouci6n co Saldo 
38.- Tr.nt.%rlnce . d. C oo, 



BANCO AGRARIO 

DEL PERU 
.ONI 

AnRASITRE SI. 

TARJETA DE CUENTA 

5'OO,000.-PRTATARIO 
IS1 

CORRIENTE PRESTAMO 

NUM- AO 

PRESTAMO 

CUENTA 

( 

L 

-

m 
FIRMADE 
AJTORIZACION: 

Precio 

MONTO 

Base 

S 

540/I. 

i0Oo ° 

IEccIoN 

" FUNO VFNC1O 

-A IoTIA, $1. ,,NA . . . . 6%.., 

0 1o- , I.. !'Oft0. 

En6 t5 1V5'498,157.- 1498,17.. 15:498,157.

1920 

:27 929t60.-
: 929,600.5 '036,903.-

15'498,157.-

10 '461,254.-

02§60b.- 16'427,757.

0 '461,254.-

Enero 86 

S 87 

88 
,,19 

27 
19 
20 

27 
19 
20 

27 

20 

TEC.SPrecio Base 580/kAg. 

10'834,870.-
650,180.-

650.180.
4'414,206.-

TC.6 Preolo baee 600/kg. 
66 2642,06612,66.-
398,400.-

398,400.
4'566,420.-

TC.6 Precio base 620/kg. 

2'144,834.-
128,960.-

128,960.
21144,834.

10'834,870.-
10'834,870.-

6'420,664.-

6'642,066.-

4'566,420.-

2'i44,834.-
2'144,834.-

650,180.-

398,40.-

128,960.-

10'834,870.
111485,050.

6'420,664.

6642,066.
7'040,466.

4'566,420.

2'1144,834.
2'273,794.

20.. . ENCir $.-Nu:tr 30.- Gel0 o Nolerhim CTrol 34.. O olut;6n de salomdF 

-. , ... 2!.- f A+O-O i 2".. Itirv 3t.- T.161cno - T I 35.. Tworvms, ' dl ACde 
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APPENDIX E
 

BANCO AGRARIO DEL PERU 

Jr. Carahbeya 543, Limia I 

Tocacho, 02 do Julio do 1.984 

1~?ii~ffl1iA H 11/134-LF-98-56-j 

Proyeoto Espocial Alto Huallaga 

Iir(,ccidn Zorxil Tocacho 

I'U.,AYALCQ: 

Do mi consider-acidn4 
Dwido cuapUmionto al convenio 

suncrita ontro nucutroas Iflatitwioflos, adjunto los Ingo, 

1logar la rolaoic~n pormaw~rizwi-a do Ptinoo. ejeautadua 

con fondoe dal rroyooar- elciaoa do Junio,,, 

Por otro laclo, agradoccr6 dar~

la anistoncia t6anica roe3poctiv1 a los agricalltoroa 

roloacionaIoo w-, coordinacidn con ai paraorial do IN(IPA9 

a fin do mantoner un buuon docux-jo dol cr6dita. 

floitar-lidolea ini ospocia~l du.fo

rcoucia :ao ou,,crvo 

&.AucRyac i4 

Archivo. 
,VAIA/rgr.

~/~7ZI 
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APPENDIX F 

Proposed Duties of Agro-Tndustrial Specialists 

1. 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 isppects of food processing projects. 

- Appraise technical 	aspects of sample proposed projects. 

- Provide assistance to selected borrowers in identifying equipment needs
 

and production problems.
 

- Train the PEAI and associated institutions' staffs in appraising the 

technical aspects of projects and in follow-up activities. 

- Evaluate the capabilities of local staff and consultants to provide 

daily technical assistance to borrowers. 

2. Duties of Africultural Storage, Handling and Distribution Specialist 

- Develop methods and procedures for appruising the technical aspects of 

projects and in preparing sections in the credit manual pertaining to
 

the appraisal of the 	technical aspects of projects for transport,
 

storage, handling and distribution of farm output, especially fresh 

rroduce. 

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

- Provide assistance to selected borrowers in identifying equipment needs 

and solving problems for transiort, storage, handling and distribution. 

- Train the PEA]I and associated ins'itutions' staffs in appraising the 

technical aspects of projects and in follow-up activities for 

transport, stnraige, handling and distribution. 

- Evaluate the capabiliti,-s of 1ocal staff and consultants to provide 

dtily technicnl assistance to, borrowers for transport, storage, handling 

and distribution projects. 

3. Duties of Finane iul Analyst 

- DOvelop meth,,:e !"nd r,,,doxe: for .pprai Sing{ thr- technical aspects of 

projects aId in pr par i nir s t, ions i r thl, credit. maUl pertai ning to 

tl~uh,apj" rai 5!. l1 , t },! I( nftnc ial oce non ic a-,pect; of .ifrn-industria] proj octs. 

,orojet- A i Siso t'ilwine.ia] /,'.wroom easy,('t'.s ( 5lfipl ' t', O.'d 

,ir' ;pwrai sal .stnce to ,;e C te0d blorrowers.- Provid,(, nni al /,con 

- ''rriin the FPAH an(] 	 asso'' i at I i n.stiitt~nt ' stai'fs in appraising the 

atp. ,f projects an] in follow-up activities.finanvial/economic 

http:t'ilwine.ia


- Evaluate the capabilities of local staff and consultants to provide 
daily financial/economic assistance to borrowers. 

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

dardized information on prospective agro-industrial borrowers. One example of 

possible forms follows. Wherever possible photos and captions for descriptions 

of agro-industrial facilities seeking capital for new equipment or other needs
 

would be helpful. Examples are shown after the forms.
 



LA'0\I l 0'IUIJI I / 1)P1N(;I 	I(: t"IrfI; 

QJD~ DESCRTIMION 

NA!E & ADDRESS 

TELE: 

C TER NANE 
ADDRESS 

TELE:
 

GEN. MM'S NAME 
 Lz ~ iiii 
FUN ON 

KEY PERSONE_ 
_ _ 

GROSS ANNUAL VLUME I 

DISTRIBUrION 	 IflESIC
 
EXPOrC
 

.
----iIAL ANALYSIS-------

COST OF RAW MATERIAL I
 

No ANNUAL $
OPERATIONS PAYROLL OWNER 

GENERAL MANAGER 
OFFICE 

SUPERVISION 
HOURLY 

UIMITY COST 

SUPPLIES 
isc. O'llERs 

MA ITiyNT2TFvCE SANITATION 
ASSETS CURRENT VALUE LAND 

BLDG
 
EQUIP 

lIQAL 



PHYSICAL OPERATICJIS A/LY'SIS
 

1 

PHYSICAL 

POOR 

2 3 

OPERATIONS 

FAIR 

4 5 

ARE RATED 

6 

ON A PRO 
OOD 

7 8 

$ESSIVESCALE 

EXCELLENT 
9 10 

LO HI LO HI 
POOR 

ID HI 
FAIR 

I0 HI 
GOOD 

INSPECTION AREA 
Land (Terrain) Appearance 

112 3 4 5 6 7 8 9 10 

Building 

Drainage 
Location 
Appearance 
Structure 

Water Supply 

Electricity 

Roofing 

Transformers 

Wiring 

Ibtor Controls 

Refrigeration 
Auxiliary Pm 
Compressors 

Evaporators 

Condensors 

Air CirculatiG 

Heat Power 

Equipment 

Boilers 
Fuel Storage 

Trucks 
Lift Trucks 

Conveyors 

Ovens/Cookcrs 

Work Tables 

Retorts 
Packaging Equip 

Filling Equip 
Other Process 

Sanitation External 
Internal 

>4iintcnance Building 

Services 
F~quiment 

T IZLL ]Z 

OVEtRALL PIIYSIOX.' PdA'] = ' -. 	 31 categories (less the ntrlher of area not 
required for t-he operaicm C* (4) or:(8))or 
otIhers not used) 



ANALYSIS OF THE OPERATION REQUIRES A PMCIfOGRAPHIC RESUME OF THE FACILY AND SPECIFIC 
PORTIONS OF THE OPERATION. TO PROVIDE THIS, FTJVE AREAS OF THE FACILITY HAVE BEEN SELECTED 
TO DEVELOP THE INTDhFPATION NEEDFD. 

1. EERNAL VIEWS OF THE BULIDIXC AND GROUNDS - (2) REQ'D 
2. PHIOMGRAPHS OF SERVICE EQTIllENT - (2) REQ'D 
3. PHTIOITRAPHS OF PROCESS EQU'p o~rf - (3) REQ'D 
4. PICTORIAL REPRES-TATFON OF SANITATION - (2) REQ'D 
5. PHUIOTGPAPS OF PRODUTClS ,NUFACI.,KD - (2) REQ'D 

THESE ARE TO BE INCLUDED AS AN TNhEGRAL PART OF THE DIAGNOSTIC EVAUATION. 
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KINGsmtO SAMAICA 
qz(b 0'410 

MQAQO(e~k HW~vIL'rION OW W E- f 
PACKEtS OF SAUCES-CATSUP 

CHILIE'S -Y SLLIES 

TO P- ST OI S'INGLIE &POUT 

VOLUAIETiRIC PISTOIJ FILLeR 
MFG.0FJK0WFJ, (o&JDlfOAJ 
FAIR. 
AT LEFT SIJGLt-5 Vit!AW 

AUTO VKA11C gicptEWA CAPPER 

AT RIGMT RESLF 
KLc."\. COOK'!A& FOR Sluce 

-- AN0 CATSUJP. 

,J. PMIME~ - G~e KnLL: WITH 
.**Lir.MT,J M%x~l ATM160 

StEAM INckelet KVTL!. 
II OmIlt LOCA'Tl 0UT.&IiEF. 

G3OMPA - SIVJGE HEIAO SA 

Il.e CPPpe,. - MG 

UIJR6ultJ - CONOITIO00 FAIR 

Comjollu- FAIR 
ZSOW ITA I 100J -FAIRf 

ELteaQlCAtAJJI~lWC3 - FAIIA, SOME.i 
C MAPJC.i SHOULB Be~ 

WAoe To Pnev~mr 

MOAT OUTS DUe To 

VfAPO~AKT IOW) W H LC-

COOklJc SAVCFS. 
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Clark, Jack I. Due, Jean M.
 
472 Stevenson Street, N. Department of Agricultural
 
Guelph, Ontario, Canada NIE 5C7 Economics
 
([f) 519-823-2184 .. . 305 Mumford [fall
 
(B). 519-824-4120, ext. 2769 University of Illinois
 
Somalia,i.Malaysia, Saudi Arabia 1301 West Gregory Drive
 
English " ,.... 	 . Urbana, IL 61801 
Financial -activities at the farm .(H) .217-356-5529
 
-*household. level . (B) 217-333-3419
 

,' ~-,' . •-.. . ." ." . Sierra Leone, Ghana, Nigeria,
 
C":." i. " .'",, . . .Niger, Upper Volta, Senegal,
 
CIark;-'~ew E. 'Mali, Kenya, Tanzania, Uganda,
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Deshpande,- Ramesh Ertay, Mentes A.
 
East Asia and Pacific Project Dept. 8 inci cadde No. 49-Bahcelievler
 
World Bank Ankara, Turkey
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Washington, D.C. 20433 Pakistan, Bangladesh, Cyprus
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English over, iI per forrwince , financial
 

" Formal -id informal ma rket 	 acti-. tie5 ,It the f.m rm hosehold 
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Erven, Bernard Fry, Maxwell J.
 
Dept. of Agricultural Economics School of Social Sciences
 

and Rural Sociology University of California
 
The Ohio State University Irvine, CA 92717
 
Columbus, Ohio 43210 (1I)714-497-4694
 
(H) 614-888-9953 : : .J..>.. (B) 714-833-6363 or
 
(B) 614-422-7911 .. ., 714-833-7275 
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4.,v n*t.. ... "., . . . . English, French,- Portugese,.'Dari 
•,. .,_.- , . .. .. .... ,U , ... . and Turkish .. . , 
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•' . ' *.,, "credit policy, banking efficiency 

Eugenio, Ceferino E. Gadway, John F.
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Oakton, Virginia 22124 * Homestead, Florida 33030
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Spanish and Indonesian * Peru, Costa Rica, Dominican
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.Philippines, monetary and banking English, German, SpanishFrench
 
statistics and accounting, Financial market po-i7cies and
 
exchange, control systems overall performance
 

Fernandez-Garcia, Raul , . .... Gomez, Gustavo 
9727 Mt. Pisgah Road, #404 ... Calle Pinero No. 59 
Silver Spring, MD 20903. ,. Rio Piedras, ,Puerto Rico 00925 
(11) 301-431-2075 ' - -.- (B) 809-764-4030 
(B) 202-634-8640 ' Nicaragua, Bolivia, Paraguay, Peru 
Barbados, Bolivia, Brazil, Colombia, El Salvador, Guatemala, Honduras, 

Costa Rica,7-uba, Chie, Domiz.can Costa Rica, and Equatorial Guinea 
Repi-b.ic, Ecuador, El S.alvador, Spanish, English 
Guatemala, Honduras, Jamaica, Credit 
Mexico, Nicaragua, Panama
 

Spanish, English, Portu'guese 
Methodology of research, operations
 

of financial institutions,
 
agrictiltural and rutiral credit
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:''"" '" -v • ",'. •Hanson, 	 Joseph R.
 

• Graham, Douglas •H. "0an on Boserclh, S
 
4102 WLgon Bridge Circle, SE
 

Dept. of Agricultural Economics 
 PriorLk, ne
 
and Rural Sociology ' 

.The Ohio State University (E) 612-447-5142
 

. " U.S., Canada, Egypt, Tanzania
' 
Colu.bus, Ohio.432l
0 


English, Norwegian
 ., •.(Fl) 614-457-9583 

614-422-8014 .B).... 	 Financial market policies and 

. **. " overall performance# operations 
Brazil, Jamaica, Hj9ldfUas 
 institutions
Of financial 

Portuguese , SpanisK-4nglish 


"
 Financial-market policies and 

,,
' 	 overall performance .. '. 

.arrison, Alan n Management
ofA .E and

.,..'Hansen, Dav "''''"..i"'".".'";"';:,,--. . " ..., .,. ..ansenD-vid E., s . 	 edn
'" . '- ' 
'.Department.ofAg. Ecnoi . 

1Dept. of Ag. Econ adMngmn 
Dearmekt.O A.Economcs of Reading
 

*University of California 4 Earley Gate, Whiteknights Rd.
 
:

Davis, California 95616 	 2AR
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Hassid, Marcel M. Jarvis, lovell S. 
via Epicuro 4 670 Creston Road 
Casalpalocco Berkeley, California 94708 
00124 Rome, Italy (ii)415-526-7970 
(H) 6092858 (B) 415-642-4317 or 642-0822 
(B) 5797-4310 . . . ', Ecuador, Mexico, UrVciy, Colombia, 

Tunisia, Morocco, Dahomey, Niger, Brazil, Kor-ea, Paraguay, 

Senegal, Argentina, Colombia, Argentina, Chile, Pe.ru, El 

Dominican Republic, Paraguay, .... . Salv- or Venezuela, Indonesia, 

Afghanistan- '." . Paupa, New Guinea, Zambia, Sudan, 

-French, English, .Spanish " .< " Kenya . 

-Development'banking, commercial Spanish, Portuguese, French, 
banking, :'financial analysis. . German, English 

Financial-market policies, 
, " operations of financial 

S,; ,-" . , , institutions,, agricultural credit 

Heyer, Judith . Kierce, Gerald F.
 
Somerville College 61 Smithfield Road
 
Oxford OX2 6HD, U.K. Waldwick, New Jersey 07463
 
(H) 0865-62655 (H) 201-652-0489
 
(B) 0865-57595 (B) 212-908-9423
 
Kenya, Tanzania, India U.S.
 
English, Swahili, French, German English
 
Financial market policies and International financing, analyzing
 
overall performance, financial financial markets
 
activities at the farm household
 
level
 

Hopkin, John A. Kristjanson, Baldur H. 
Dept. of Agr. Economics 1557 129th Street 
Texas A & M University :'.. Surrey, B.C. Canada V4A3Y2 

College Station, Texas 77843 (E1) 604-536-6059
 
(H) 713-696-5283 (B) same
 
(B) 713-845-2116 . ' Iran, Sri [Lanka, Tanzania 

U.S., Saudi Arabia, Argentina, English, Icelandic 
Syria, Israel, Tanzania Farm credit cooperatives, credit 

English . unions, credit to small holders 
Financial mark,_et policies, 

operations of financial
 
i nst i tu t ions
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K uiper, Klaas Lashey, Merle V.
Botswana Development Corp. S.
2443 La Rue-Prospect Roar]

Box 43] 
 Marion, Ohio 43302
 
Gaborone, Botswana 
 .. H) 528-2149
 
(11) Gaborone 52866 Kenya, Egypt

(B) Gaborone 51811, 53214 .'- English
* Telex - 2251 BDC . .... -. •Agricultural 
Colombia, Nigeria, Italy, Indonesia',
 

\enya., Jamaica,. Botswana "•
 
Dutch, English, German, Sparish," ."
 

French, Italian, Indonesian, . -.
 
Ag. credit/SSE/rural finance; I,' 

****.development finance -and-.,easjn 9 - -7.." , '. .. ,:.. , 
'.- operations of financiaV-d. )'..., ," , ' 

-' 

,--.lnstitutionff and -iaca 

t'iiaa rm houehll 'I 

Ladinan, Jerry .R Le,t.. Warren F.Center for Latin American Studi s Depat 0 ~Ar. Ecnomics
 
Arizona State University and Rural Sociology

Tempe, Arizona 85287 
 The Ohio State University
(11)'602-966-0866 Columbus, Ohio 43210 
(B) G02-965-5127 -(H) 
 614-451-2912 
Dominica Rpb 
 ic,1olivia, (B) 614-422-2641
 

Ecuador, Mexico, filZduras ~. U.S., Canada
 
SpanTi-sli? English 

**English


*Financial market, all areas; Financial market policies and
activities at the 
farm household overall performance, operations
 
... credit delive'ry systems,.
Level, 
 of financial institutions
 

ggroup I on1i ng
 

LaDue, Eddy '. f<". ' " Long, Rufus A.
Cornell U niversity 6431 Woodville Drive

317 Warren Hall Falls Church, Virginia 22044

Ithaca, New York 14853"0398 (11)70334-6383
 
(10) 607-539-6270 
 (B) 202-632-941-3
 
c) 607256-4534 
 Korea, Pakistan, Liberia, Kenya,
 

_ 
 Swazil,and, JamaicaEng 1 ish English
Finnancial market policies and Financial institutions (polries... ' .overalI performance, operations, -,:, .'.. . ! and 1.•, .. .. .1 one r;ltzions)


of financial institutions,
,.:''." 0.t.''"" ,. i ", oV 
fCinanc:ial activities~ at the farm 
houi.eh'l- level .
 



Lopez, Ney Ii. McKinnon, !Wn,ld 1.
 
Via Umberto Saba, 34/B Department of Economics
 
Rome, Italy Stanford Urlv,_rsity
 
(II) 5017834 	 Stanford, California 94305 
(3) 57975331 	 .. (H) 415-493-7018 
Bolvyva, PaQa, .Laos, . . .. (B) 415-497-3721
 
S2anish,..Portuguese . .. Korea, Ethiopia, Colombia, Latin
 
Marketing services, technical America, Kuwait, Chile, Uruguay,
 

assistance, credit. to small ; Peru 
farmers, savingG,mobilization,''* International trade and finance, 
agricuttura1P-edt.r ,-- . monetary theory, capital markets... ...

in LDCs, comparative economic 
, , . _ , :, -./. .'....'..:. ".,I.., .,systems "" 

.4addock,W11ce'J -":"'" "-.: :. ,M.er, Richard L.
 
11025 Campana orie.4' ,. . .,", % . Dept .Agr. Economics and
 
5un .uC<itj'i tonah 85351 	 "" ." Rural Sociology
' , " .. .g" :: -Ru 


11) 602-9
(-)-602"933-71..*'."3 7 61 ,-'. ,"':.:,,. The Ohio State University 

rhailand, South Korea, Vietnam ,;.'..Columbus, Ohio 43210
 
India, Philippines, Japan, Taiwan, (H) 614-486-4582
 
Jordan, Afghanistan, Bangladesh, (B) 614-422-2882
 
Sri Lanka, Jamaica, Burma, Brazil, Chije, Thailand, Bangladesh,
 
Indonesia, Nepal Kenya, Philippines
 

' 
English, Thai, Korean, Spanish Portuguese, Spanish nglish, Thai
 
Operations of agricultural ., Farm household cash flow, finance
 

financial institutions of rural non-farm enterprises,
 
credit distribution, repayment
 

. problems, financial market
 
, policies
 

Magill, John H Montiel, Eduardo L.
 
6713 Colony Drive 2 Soldiers Field Park
 
Madison, WisconSin 53705 Apartment 606
 
(H) 608-833-0318 .... ,, ......... ....... Boston, Massachusetts 02163
 
(B) 608-833-4445 , " '(H) 617-547-7803
 
Portugal', Bolivia,, Ecuador, Costa .Nicaragua, Costa..Rica
 

Rica, Spain .. Spanish, French, Portuguese
 
Spanish, Portuguese, Quechua, Financial strategy, administration
 

English of financial institutions
 
Savings 	mobilization, operations
 
of financial institutions
 

Mann, Fred L. " 	 Mueller, Susanne
 
University of Missouri-Columbia c/o P.O. Box 47543
 
226 Gentry Hall Nairobi, Kenya
 
Columbia, MO 65211 (H) 740765
 
(11) 314-4,15-4073 	 Na i ro i , ."o: , im abw,, Za;:d ,. , 

(1) 314-882-4247 .,I.a'...... ... : '. , I11,-i t a, 
Latini America, Kenya, Tanzan ia Ethi,'m: I 
Sp n Danish, English :;l, ',ii:hi ish, Elzjl 
2ner.,ttions of financial institutions - ,' ! anl;.Financial ' , &': ; 

)V12 , ]iI p*.,, r::1 1tc ' 
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.Nelson, Eric R. 

c/o Bank Indonesia 

P.O. Box 35, 
JI.M.11. Tlhamrin No. 2 


.Jakarta, Indonesia 7.'Ui) Jakarta 825-808 X29 '""~*""
 
,'(10 Jakarta 

-(B) 347.-21.0 (direct) * ., . .. 
Morocco, Tunisia, -UpperVolta, Niger, India
 
Togo, Benin, Senegal, Cameroon, English, Malayalam, Tamil, Hindi
 
Zaire;,Central African .Republic,
,Cono, ° 	 Informal financial market in Indiz
.
 

Home+
Gabon, Congo, -PhilippinesJ.Ivory 
.;. 

Ponder, Henry •"°Coast,:'-Indonesia,-.Argentin ,', ' ', 
 President's Home
 
.Austria, Belgium,- France, India, ':,..'
Benedict College
 
Switze;and '" " 


.
 
Yuli a ,efoomis" M . q
'!'CredatQconoic~'-- dvl 
... 
... * *1 . Opine 


;L .-	 * 

" 


Columbia,--.S. C.- 29204 '.. .. ' 
-'U,.h.jtL)-603-256-4751 ..
 

'. .)803-256-4220,
ext 	201, or 2o2n: .V 0--5'-75 ., , ,'.: n%,
t~ .0:25~25 .. ~' ~ 

.Financial Iactivities at the farm 
: . .. .. . - . . .. ... . -.h o u s e h o l d l e v e l . 

g 	
** 

5486 Marsh Hawk Way ". -c/o 

.Columbia, MD 21045. 

(.) 	301-992-9228 
(B) 301-992-2077 
Vietnam ... '.(.'..' 
French, 	English, Vietnamese,. 

some Chinese Mandarin. 


Nayar, Somanathan C.P. 
Institute for Financial Mgmt. 

and Research 
30 Kothari Road, Nungabakkam 
2Madras - 600 034, India 
(B) 	89091 (Madras)
 

Rao, B. P. 
Dr. K.K. Tummala
 

514 North llth
 
Bozeman,. B Montana 59715 
(H) 406-587-5839
 

X" 	(B)- 406-994-4141
 
India
 

.;' . '* ' Financial market policies and 
Agricultural credit, rural"banking, overall performance 
budgeting .,
 

%:0poka-Owusu, Kwame .
 
°P:O. Box 2, Legon, Ghana,'. 


(H 6 2 936,"Nairobi, Kenya .-. 

(B) 62131, Nairobi, Kenya 

Ghana, Liberia, Kenya, Nigeria, 

Sierra Leone and Tanzania 


English, German, French 

Operations of financial 

.
 

institutions, financial market 
policies . 

-- '. Rask, Nor-man 
Dept. of Agr. Economics 

and Rural Sociology 
The Ohio State University 
Columbus, Ohio 43210 
(H) 	614-451-8653
 
(B) 614-422-2641
 
U.S., Brazil
 
English, Portuguese
 
Economics of farm lending and
 
credit use
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Ray, Edward J.
Reame 
o coomic 

Department of Ecoromics 


The O~jotjte nivesityCOlley'.ilfle
Columbus,6 4-457- 3 
 1 
(1) 614-422-349): 


Do mf1i fican.-RepuhlicSpanish, En•l~h 
Interaction 

(B) ~
:1442-3" 


. 

of financialmarkets 
•
with real 
resource flows 
in the


tr context of general equilibrium 

...
Or open economy models 
 .
 

',.'.,
l
* ,u . . 
.'.v " .:-,.,,•.. '' ..• s, ,'., 


4 3 2 2 ,, 

'614 -4 -70 :.1 , 
 , . , . -

H) a c tivi ti e he f a r'India, Vietnam, at
Saudi Arabia,

Mali, Tunisia, Senegal


English, French, 
somne Arabic 

and 


Financial activities at
household 	 the farm
.- level 


Reynolds, Clark 
w.

Food Research Institute 

Stanford University 

..
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