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Purpose of the Evaluation
 

(a) Briefly assess overall Project 
success
 
to date with respect to the original goal,

purpose and end of Project status; (b)

specifically measure 
Project progress since the
 
commencement of Project activities on March 29,

1983; (c) make recommendations 
 to improve

Project implementation; and 
 (d) propose new
 
project ideas in the area of agribusiness.
 

Summary of Accomplishments
 

Most major Project objectives have been
achieved except cofinancing. Within 
the first
 
year of implementation 11 private 
commercial
 
banks have been on-lending to 92 viable, well
 
planned and successfully executed projects many

of which involve new entrepreneurs in export

oriented ventures. 
 By the mid point of the
 
Project implementation period 
one half of funds

available under the Loan have 
been disbursed to
 
properly targetted agricultural activities. 36

ICI staff members have been trained out of 36
 
targetted.
 

Major Evaluation Recommendations
 

1. USAID should waive the GOP obligation

to secure a $10 million cofinancing loan from a

US financial institution given 
that Peruvian
 
economic conditions have made it impractical.
 

The waiver will 
change the Project's financial
 
plan, by revising the financial contribution of
 
each Project participant as follows:
 



Loan Areement Proposal 

$ (US millon) L.mion
 

Cofinancing 10 28 ..
 
AID Loan 10 
 28 , 10 53
 
GOP 
 5 14 3.30 17
 
ICIs 5.25 15 2.85 
 15
 
Subborrowers 5.25 15 2.85 15
 

Total 35.5 
 100 19.00 100
 

2. Require the implementing agency to charge

the maximum interest 
rates legally allowed to reduce
 
decapitalization. 
 Though near the maximum now, rates
 
should equal commercial rates.
 

3. Negotiate with the GOP the provision 
of the
 
counterpart and -maintenance of value (MOV)

contributions which up to now have not been provided.
 

4. speed up T.A, training, and promotion

activities which need more coherent planning and
 
faster implementation. 
 Review and revise COFIDE's
 
cfsh management proceduzes.
 

Actions Taken to Date: (10/30/85)
 

Agreement, in principle, has been reached with
 
the GOP covering points 1-3 above in PIL No. 18.
 

COFIDE has initiated 
a plan to make for more 

rapid implementation of T.A. and training. COFIDE is 

analyzing various mechatisms to better manage Project
 
funds.
 

Once the GOP effects the agreed NOV and counterpart

contributions, expected by December, 
 USAID will 

eormally amend the Project Loan 
Agreement to waive
 
the cofinancing requirement.
 

Evaluation Contractor's Performance
 

The work of the Contractor required extensive
 
Mission involvement to improve the quality of the
 
evaluation. As overall quality of 
the result, the
 
Mission was marginally satisfied with the

Contractor's work,
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EXECUTIVE SLIUMARY
 

The Government of Peru/USAID 
PRIDA (Private Sector Agricultural
 
Investment) Project was 
initiated to encourage local private commercial
 
banks to provide medium-term agricultural credit to farm operators. 
 The
 
Banking Law of 1933 limits commercial banks to short-term lending. 
 His
torically, private commercial banks have made only short-term operating 
loans. The exceptions are special lines of credit, such as PRIDA, which
 
are derived from outside sources. Medium-term agricultural lending by 
commercial banks has been limited also because of the near monopoly and 
global lien on farm assets by the Banco Agrario, stipulated by the 
Organic Law of Banco Agrario as amended in 1982.
 

The PRIDA Project, in its first year of actual operation, succeeded 
in its major objective. Eleven commercial banks made medium-term agri
cultural loans and, in all, 22 banks signed agreements to participate in
 
the program. Nearly US$ 5 million was disbursed in the project's first
 
two years, a level far surpassing the Project's objective of US$ 

million over a two and one-half year period.
 

The loans granted were for good, well planned operations that are
 
being implemented in an efficient manner which will achieve the objec
tives of the sub-borrower farm operators. Many of these loans were made 
to new entrants into farming -- entrepreneurs who have a strong interest 
in agriculture and have the initiative to develop profitable enterprises. 
Without the PRIDA fadility, these entrepreneurs would not have launched 
their operations. 

In all, 92 loans have been approved with an average loan size of US$ 
54,907. Although the average loan size is larger than anticipated and 
the number of loans to be made will be below the targeted 1,C00 loans, it 
is likely that the overall impact of the program will be greater than 
projected. The loans that have been granted are considered to be of a
 
commercial 
scale and the average size of loan, if the program continues, 
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will probably increase slightly. Approximately 600 loans will be granted 
if the Project achieves its targeted value of US$ 35 million.
 

In general, the commercial banks are interested in making medium
term agrict'ltural loans. 
 There are exceptions within regions, of certain 
banks thathave no interest in agriculture. The PRIDA Project is consid
ered to be a success in that it has generated interest among banks well 
above the targeted level.
 

The program has fallen short in its training, promotion, and tech
nical assistance programs. 
 The training and promotion programs require

better planning and utilization of funds and 
resources. The technical
 
assistance program is non-existent 
and requires the "projectization" of
 
the component.
 

During the first two years of operation of the PRIDA program, in!
terest rates were not in line with the Project's objective of placing
 
loans at "market rates.u 
 This has now hbLen resolved and new loans, i.f
 
the Project continues, will 
be closer to market rat.-s since they will be 
based on an "Indexed System" or as a recommended alternative, in line
 
with B.A.P. rates under their new directive to approach commercial rates.
 

The problem of the GOP inability to meet its commitment to provide
 
counterpart funds to maintain the dollar value of the 
PRIDA Fund per
sists. There is no 
 provision in the current Government budget to cover 
these commitments and, with elections in progress, it is unlikely that
 
this issue can be resolved until 
early in fiscal 1986. It is not likely
 
that these commitments can be met from other sources. 
 The question of
 
co-financing also is unresolved. 
 It is highly unlikely that the GOP will
 
secure such funds from any U.S. financial institution.
 

The PRIDA Project was temporarily suspended at 
the end of December
 
1984 because of the failure of the GOP to provide the counterpart funds
 
and the co-financing required. 
 In light of the improbability of the GOP
 
securing co-financing and the probability that counterpart funds will 
not
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be forthcoming uitll the first part of 1986,fiscal USAID's major deci
sion is whether to continue the Project by disbursing its remaining US$ 5 
million contribution plus the contributions of the ICI's and subbor
rowers, or to terminate the Project.
 

The PRIDA loan facility has gained recognition and a large number of

applications have been filed. The termination of the program will negate
the interest generated in the program in commercial banks as well as
destroying the trust and enthusiasm of potential subborrowers. The 
Project, at its modified level, has succeeded in its basic objective and 
has been instrumental in funding many worthwhile farming operations. 
Continuing the program at a new modified level would result in a substan
tial impact at the micro level with the probability that the Project will
 
receive additional funding at a later date. 

Postponing the renewal of the Project will result in the negation of
the progress made through the promotion and training programs and will
 
substantially reduce the enthusiasm of 
commercial banks. Postponement

should not be considered. The team recommends a decision to either 
restart the. program immediately, at its reduced level, or to terminate 
it,if the counterpart funds issued cannot be resolved.
 

Of these two actions the team,would recommend a decision to continue
 
the Project at a modified level through the disbursement of USAID's US$ 5 
million. 
 It isalso recommended that the required co-financing be elimi
nated as a condition precedent and that the counterpart funds requirement 
be postponed until early 1986. 
 The latter could be negotiated to be pro
vided on a phased basis over a two-year period. This would permit the 
program to continue with minimum delay.
 

To improve the availability of agricultural credit overall, USAID,
COFIDE (Development Finance Corporation), and other agencies must ag
gressively seek the repeal or amendment of legislation affecting agricul
tural credit. They must also press for realistic government policies
that would have a positive effect on agricultural development and agri
cultural credit in particular. 
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The technical assistance component of the Project 
must be further
 
developed. This will require 
a special activity to "projectize" and
 
identify technical assistance. The type and eniphasis 
of the technical
 
assistance will depend upon the direction the ProjEct 
is to take, but
 
suggestions are provided in Chapter VII.
 

It is recommended that the Project be slightly modified to obtain a
 
greater impact and to 
support. a policy objective of GOP/USAID. The
 
Project can be targeted on the non-traditional agricultural export sub
sector and linked with the FRAI loan facility to support the full devel
opment of the potential of the non-traditional agriculture subsector. 
Technical assistance can be utilized and targeted in this direction and
 
the funds from the two loan facilities coordinated for greater impact.
 

Although the PfIDA Project 
was not originally targeted on the non
traditional agricultural export subsector, many of the loans granted were
 
-for the production of non-traditional 
exports and require assistance to
 
further develop their capabilities. The entrepreneurial entrants intq 
the agricultural sector are capable of developing their capacity to pro
duce and export non-traditional crops and products and, with credit 
assistance coupled with technical assistance, the subsector can expand.
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Chapter I
 

CONCLUSIONS AND RECOMMENDATIONS
 

A. Observations and Conclusions
 

The Project, in relation to the needs of the sector and to the magni
tude of the funds made available by the IDB and the World Bank, is rela
tively small. It has had very little impact on the Agricultural Sector 
from a macro standpoint. However, at a micro level, individual farm oper
ators have benefited greatly by the facility and the local banks have
 
benefited through their experience in making loans to agriculture. In 
general, the Project has bee"n a Thesuccess. major conclusions of the 
Assessment Team follow.
 

1. Achievement of Projected Outputs
 

The PRIDA (Programa de Inversiones para el Desarrollo Agro
pecuario) Project, although limited in its effective size or volume of loan
 
funds, did accomplish several sub-objectives or outputs.
 

a. It influenced private commercial banks to begin providing
 
medium term loans, for agricultural purposes. From dis
cussions, most senior and middle bank wishofficials to 
continue making medium-term agricultural loans.
 

b. In the first year of lending, the Project goal, signing up 
9-12 banks to make loans was achieved. In all , 22 banks 
have signed lending agreements with COFIDE (Corporacion 
Financiera de Desarrollo).
 

c. The loans made were generally for good, well planned proj
ects that are being implemented in an efficient and profes
sional manner. 

d. Numerically, the number of loans projected will not be 
achieved. It is projected at the PACD (Project Anticipated 
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Completion Date), that only 300 loans will have been made at
 
an average of approximately 55,000us$ per subloan. Al
though the number of loans to be made is smaller than antic
ipated, the loan size is almost twice what was anticipated. 
Loans of this magnitude will have an overall greater benefit 
and impact.
 

e. A credit manual was prepared and utilized, to some extent. 
However, it is more 
a promotional pamphlet from COFIDE 
to
 
the Intermediate Credit Institutions (ICI's). 
 A more com
plete manual containing instructions, more a "cook bosk 
approach", is needed. Also promotional material better 
geared to the farm operator is required.
 

f. The target of providing 1,000 farm operators with some type 
of technical assistance will not be achieved. To date there 
has been no technical 
assistance program established. With
out a specific definition and concept of technical assis
tance for farm operations and a specific targeted program 
based on rational utilization there be no
will technical
 
assistance during the life of the project.
 

g. Although some training of ICI (Instituciones Interrnediarias 
de Credito) personnel was undertaken, in the form of semi
nars and conferences, 
it was insufficient 
to create the 
required understanding of medium and long term credit 
analysis and to train ICI personnel in PRIDA requirements
and procedures. To achieve the desired level of training 
more intensive courses of longer duration will 
be necessary.
 

h. Two or more COFIDE personnel were trained, in-house, and are
 
well prepared to undertake responsibilities in the PRIDA 
Program. No external training was 
utilized and it does not
 
appear necessary.
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2. Interest Rates
 

One of the stated Project objectives was to support changes in
the GOP interest rate policy so that market rates usedare in agricultural
lending. Neither the GOP nor the Project has been able to achieve this 
objective during the past two years of PRIDA implementation. PRIDA loans, 
as well as BAP (Banco Agrario del Peru) loans, have been placed at negative
 
rates and well below commercial rates. 
 During the period of active Project

implementation, January 1984 to January 1985, PRIDA's toloans farmers were 
at an effect-ive interest of U%rate 63% (plus tax). BAP's loans for sim
ilar types of investments and beneficiaries, were also at 63% between 
January and July. 
 They were increased to 80% in August and to 85.6% as of
 
November 1984. During the same twelve month period, the inflation rate 
(CPI) averaged 111% and commercial short-term credit ranged from about 90% 
at the beginning of the year to over 130% by year end. 

To a great extent, PRIDA's negative rates were established in accor
dance with the BAP rates. It is most doubtful that ICI's would have been 
able to place any PRIDA funds at commercial rates, if farmers had had 
access to BAP loans at much rates.cheaper At the commencement of the 
Project, BAP's credit line was the only one available for medium-term loans 
as no commercial banks were providing medium-term investment loans to agri
culture. Therefore, is reasonable
it for COFIDE to have established PRIDA 
rates for a similar purpose, in line with BAP's rates.
 

As of. February 1985, COFIDE has established that PRIDA loans, over the 
equivalent of US$ 30,000, will be indexed with the CPI, or in US Dollars.
 
Therefore, except for loans 
 under US$ 30,000, that will remain at the fixed 
rate of 90%, the bulk of the loans will be at positive rates in real terms.
 
It is important to note that, as of February 1985, BAP's interest rates for
 
investment loans in the coastal 
area-have been increased to 
an effecrtive
 
rate of 138%, which is
some 12 points below thi expected inflation rate for 
1985. 
 Moreover, BAP has announced, as 
a new policy to maintain its rates
 
for most coastal region activities, rates 
no 
lower than ten points below
 
the inflation rate of the past three months and at less than six points 
below the average commercial rates. 
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An important finding of the evaluation team is that the type of bor
rowers financed under the PRIDA project assign significant value to the 
promptness and opportunity of ICI's lending and, therefore, at equal eval
uated cost or reasonable higher cost they would apply to private batiks for 
agricultural loans rather than to BAP. Therefore, if BAP follows its an
nounced policy of keeping its ordinary rates at no more than ten points 
below the CPI, 
the indexed loans under the PRIDA project should be competi
tive. The problems PRIDA faces are that the indexation system is not well 
understood, has an element of uncertainty about the rate to be paid, and 
does not enjoy the support of borrowers or ICI's. Indexed loans require a
 
strong promotion campaign.
 

3. Conditions Under Which Private Banks are Willing to Lend for
Agricultural Investments 

As in any other country, Peru's private banks are willing to 
participate substantially in lending operations that provide relatively
high profit and low recovery risk. The basis for this willingness is 
directly related to interest rates and.viable guarantees of collateral. In
 
analyzing the situation in Peru, it is important to distinguisn between the
 
willingness and capability of private banks to lend their own resources, 
and their willingness to act as intermediaries for lines of creait provided 
to them from other sources.
 

Private bank lending of their own resources, which are mainly short
term deposits, will require: (a) that loans be made of a short-term, (b)
 
that interest rates be sufficient to cover'the financial 
and administrative
 
costs, or in other words be at 
competitive commercial interest rates, and
 
(c) that the guarantees taken as collateral be of a nature that would 
facilitate their execution without major complications, i.e., urban real 
estate, certificates of deposits in dollars or other types of commercial 
guarantees. This type of short-term lending to the agricultural sector was 
done by private banks, *at a reasonable level, before the agrarian reform 
started in 1969 and to a limited extent is now taking place since the ad
vent of the new administration in mid-1980. 
Inmost cases, this lending is
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for short-term marketing loans, or bridge financing to farmers applying for 
subsidized credit from BAP.
 

Substantial participation of private banks as 
intermediaries of lines
 
of agricultural credit provided by COFIDE, the Central 
Bank, or any other
 
GOP financial entity, requires the banks being allowed an adequate interest
 
rate spread to cover costs and profit, and an effective interest rate com
petitive with the rates charged commercial farmers by BAP. Competitive
 
rates of interest can be established by forcing BAP to 
lend at commercial 
rates of interest, or by setting the interest ratEs of the credit lines to 
be intermediated, at a similar level 
with those of BAP. PRIDA lending up
 
to January 1985 has followed the latter course.
 

Modifications to existing legislation which provides chattel mortgage
 
privileges to BAP and precludes the use 
of farm land as. guarantee for agri
cultural credit are required. Such changes would enhance the willingness 
and capability of private banks to participate in lending for agricultural
 

investments.
 

4. Impact on Non-Traditional Agricultural Export Subsector
 

The PRIDA loan facility was not oriented to achieving an impact
 
on the non-traditional agricultural subsector.
export 
 In effect, a
 
h"shotgun-approach" to loan 
availability was 
taken. A large percentage of
 
the loans were utilized for non-traditional 
types of crops, however, and
 
indications are that 
the recipients, who~were mostly entrepreneurs with
 
good capability, would favor assistance 
to participate in the production
 
and export of non-traditional 
crops and products.
 

The other loan facility in the agricultural sector, FRAI (Fondo de 
Redescuento para Inversiones Agroindustri ales) (Rural Agribusiness 
Redisrount Fund) is similar in approach. However, loans are available to 
"agri-business" or "agro-industry" and are not targeted specifically by 
sector. 
 In addition, there is virtually no complementarity between the two
 
loan facilities to achieve a common objective.
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5. Maintenance of Value Covenant 

The GOP is committed to maintain the dollar equivalent value of 
the PRIDA Fund. 
There has been no provision inthe Government's budget for 
funds for this purpose. The deficit in the fund was exacerbated by: (a)
the USAID requirement that disbursed funds be deposited in a non-interest 
bearing Project account, and (b) the devaluation of the Sol with respect 
to the dollar which was greater than the effective interest rate.
 

6. Counterpart Funds 

There is currently, a major problem with the GOP providing the 
Counterpart Funds. 
 This problem will continue as there isno provision in
 
the GOP Budget for funds to fulfill the commitment. Given the deteriora
ting conditions of the central 
Government budget and availability of funds,

it is, probable that counterpart funds will not be forthcoming until early 
1986.
 

7. Co-Financing 

Inlight of COFIDE's request to eliminate the condition precedent

requiring the securing of US$ 10 million co-financing from a U.S. commer
cial institution, and the present economic 
conditions, it is not antici
pated that co-financing will be obtained. In fact, economic 
conditions
 
prior to the signing of the Project Loan Agreement were such that there was
 
little likelihood that such financing could have been obtained. 
 Itshould
 
have been deleted from the Loan Agreement at that time.
 

8. Legislation Affecting Agricultural Credit
 

THe Organic Law of Bianco Agrario directly limits the type of col
lateral that a private commercial bank can utilize as a "guarantee" for 
agricultural loans. It "forces" these commercial banks to consider and 
require only non-farm collateral. This directly limits the access of 
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farmers to credit from them. Broad changes in the laws affecting agricul
tural lending are required before commercial banks can begin to provide the
 
volume and type of credit required by agriculture. 

9. Government Policy 

Contrary to the optimistic view of the Presidential Task Force, a 
positive climate was not created for private commercial bank lending in the 
agricultural sector. The policies of the former government were expressed 
in terms of legislation related to land tenure, price controls, marketing, 
collective farms, and Bancothe Agrario. There has been no definition of 
new policy or changes made to the legislation. New elections are to be 
held on April 14, and there is little evidence that sweeping changes will 
be made. 

10. Loan Approval s 

Currently, loan applications over US$ 100,000 require prior ap
proval of both COFIDE and USAID. This is a cumbersome requirement re
sulting in unnecessary delays in loan approval. One or two loans, over the 
US$ 
100,000 level took more than five months from loan applications to dis
persal of funds (See Appendix C, No. 11). USAID involvement merely creates
 
a delay and it is necessary that the process be streamlined.
 

COFIDE has demonstrated, during the two years of the PRIDA Project its
 
responsibility and capability to determine the credit worthiness of its 
projects. COFIDE currently has full approval authority of loans up to US$
 

700,000 under the FRAI loan facility.
 

11. Technical Assistance
 

The least successful component or activity under the Project, is 
technical assistance. 
 It is non-existent. Technical 
assistance was not
 
dAej_ __n the Project nor was a technical assistance plan or strategy
developed. There is a failure to distinguish between training, promotion, 
project assessment and technical assistance. In addition, the concept of
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the ICI's providing technical assistance to farmers is unworkable. The 
farmers will not pay for such Technical Assistance from ICI's. Farm oper
ator have demonstrated some willingness to seek out and pay for highly spe
cialized assistance that they believe they require, but would be unlikely 
to pay for general support. They will have no confidence in it. The two 
funds in the Project -- the US$ 300,000 and the US$ 500,000 -- require a 
new concept and definition. Budgeting of funds for the separate and 
distinct components and activitie's of !a) Training, (b) Promotion, (c) 
Project Review or Assessment, and (d) Technical Assistance should be 
undertaken.
 

The US$ 300,000 Fund is a Training and Promotion Fund and should be 
considered as such. 
 It should be utilized by COFIDE to service the needs 
of the ICI's and to promote the loan facility. The US$ 500,000 Fund is a 
Technical Assistance Fund and should be considered as such. The Fund
 
should be "projectized" with the Technical Assistance specified and time 
phased. 
 This will require a special and separate activity to be undertaken
 
after. a determination is made as to the "targeting" of the Project. 

12. Training
 

Training of ICI personnel, especially in the northern depart
ments, has been insufficient. 
 An in-depth training program, available on a
 
periodic, but continuous basis is required. 
 It should be in the nature of
 
a course and not a seminar. At present, the banks in the northern dis
tricts are, generally, taking excessive time to approve and disburse loans.
 

13. Promotion
 

The promotion program, undertaken by COFIDE, did reach some bor
rowers and potential borrowers. However, it did 
not appear to be as ef
fective as is required. The program requires continuity and the use of 
types of promotional techniques radio andother than television. 
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14. Bankers Attitude Towards Agricultural Credit
 

Bankers interviewed by the evaluation team 
had different reac-

tions. Those in Arequipa, Piura and Chiclayo 
were more interested and
 
enthusiastic about the possibilities of their major involvement in agricul
ture lending. The ones in ujillo and 
Tarapoto were indifferent and
 
rather pessimistic about the possibilities of agricultural lending by their
 
banks, and the ones in Lima indicated either, that they didn't have suffi
cient knowledge and information about agriculture or that existing condi
tions made agricultural lending too complicated and risky for them. 
 The
 
main reason for the positive attitude of bankers 
in Arequipa and Piura
 
would seem to be the great importance of agriculture in these departments,

the high potential for on-fam investments related to irrigation and
new 

land rehabilitation projects well
as as the abundance of young entrepre
neurs wanting to participate in agricultural development.
 

Existing conditions in the agricultural sector make it unattractive
 
far banks to invest in equipping their institutions with the human and
 
physical resources needed to do a proper job in lending to the farming
 
sector. As case credit
in the of the PRIDA line, they -would be willing to
 
participate in agricultural lending if interest rates, among other factors,
 
would permit them to compete with BAP. Their participation would be en
hanced if the existing legal constraints related to the use of farm land
 
and chattel mortgage as collateral for agricultural loans were to be
 
resolved.
 

B. Recommendations
 

1. USAID should attempt to..eliminate its requirement that loan dis
bursements be deposited in a non-interest 
bearing account or otherwise
 
devel6pa method to avoid the substantial loss in purchasing value of the
 
PRIDA fund. 
 At the same time, COFIDE should improve its management of the
 
account.through careful planning of requests for advances and placing PRIDA
 
Program reflows in an interest bearing Project account avoidto loss of 
val ue.
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It is recommended that the Counterpart Funds 
requirement be post

2. 

poned until early 1986 to permit the Project 
to continue.
 

requiring Co-Financing should be elimi
3. The condition Precedent 

-
nated from the Project. 


in light of
rates is difficult to assess
4. 	The issue of interest 

Under the circumstances it is
 

varying objectives and competition of BAP. 

a
 

PRIDA subborrowers be provided with an.option.of, (a)

recommended that 


rate of interes.t equal to the BAP rates ,or medium-term ordinary credit, or
 

(b) a rate based on the indexed system 	3f FRIDA. Education and promotion
 

should be provided to ICI personnel and 	potential borrowers on the 
pros and
 

cons of the Indexed System.
 

USAID and COFIDE should aggressively promote 
broad changes in the
 

5. 


legislation 	that adversely affects the participation 
of private commercial
 

of Banco
 
banks in the agricultural sector, especially The Organic Law 


Agrario.
 

for its prior ap-
USAID raise the level

6.' It is recommended that 


200,000 to streamline loan approv100,000 to US$
proval of loans from US$ 


als and loan fund disbursals, as requested by 
COFIDE.
 

Assistance should be re-defined and
 
The two funds for Technical
7. 


targeted more precisely.
 

should be labeled "The Training and
 
a. 	The US$ 300,000 fund 


as follows:
COFIDE should utilize the Frnd 
Promotion Fund". 


75,000
Training Courses 

125,000
Promotion 

50,000
Vehicles (5 Regions) 

50,000
Project Assessment 


COFIDE should provide courses on a regular 
basis rather than
 

As part of the assessment, regionseminars or conferences. 

on regularvisit subprojects a 

al COFIE personnel should 
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basis. To do this, appropriate vehicles are required at 
each branch office (4-wheel drive vehicles). External or 
overseas training iSo required. 

b. 	Delete the Special Covenant that ICI's are to establish and
 
maintain a Technical Assistance Fund.
 

c. 	 The US$ 500,000 Fund should be taken out of the loan and 
provided by USAID as a Grant or assumed by the GOP, The
 
Fund 	should be labeled the "Technical Assistance Fund", and
 
utilized by COFIDE to provide specialized technical assis
tance to ICI's and to farm operators. The technical assis
tance should consist of the following:
 

- From COFIDE to ICI's Objectives: (a)To assist ICI's in 
developing agricultural loan department, (b) to train -local 
ICI personnel in agricultural credit fund and (c) to provide 
COFIDE with in-house agricultural credit expertise. _ 
cialists: Agricultural Credit Specialist -- 1 

- From COFIDE to ICI's and Farm Operators Objectives: (a) 
to assist ICI's in preparing farm loan plans, (b) to train 
and assist farmers and ICI personnel in the preparation of 
lan applications, (c) to assist ICI's and COFIDE in the 
review and assessment 
of loan recipient operations, (d) to 
assist farm operators in developing adequate farm plans and 
proper enterprise and farm accounting, (e) assist farm oper
ators in implementation of farm plans and utilization of 
loan proceeds, and (f) provide farm operators with technical 
expertise in production and marketing areas as required. 
Specialists: Farm Management Specialist 
-- 2 

Other Areas of Technical Assistance Required
 

- Irrigation 

- Horticulture 
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- Livestock
 

- Marketing
 

- postharvest Technology
 

Options 

Within COFIDE: AAssistance Unit EstablishedI. 	Technical 
COFIDE, would 

Technical Assistance Unit, established within 

employ Agricultural Credit Specialist and Farm Management 

their services on a rotational or 
Specialists and provide 

Technical Assistance would be limited to
 as-needed basis. 

of the difficulty in maintaining a 

two specialists because 


competent technical staff.
larger, 

Technical
with Private Consulting Firms:
2. Contracting 

a contract with COFIDE,
Assistance would be provided, under 


or man-years 	 of 
by a private consulting firm. Ten more 

to cover the fieldsbe necessarytechnical assistance would 
project, targeting theA recommended 	 non

listed above. 
in Sectionsubsector has been 	 describedtraditional export 

VIII.
 
radio and television, COFIDE 

addition to promotion through8. In 

should develop a small pamphlet, oriented to farm operators, promoting the 

the banks with monthlywould be distributed by
loan program. This 	pamphlet 

It was observed by bank personnel that the potential 
bank statements. 

be those farm operators who already have 
of this line of credit willusers abe more direct and 	 have 

of pamphlet for promotion would 
accounts. Use a 

most recipients hadfound that loan 
greater impact. The sample survey 

learned of PRIDA through contact with 
personnel of their bank.
 

the two loan facilities within 	the
that9. 	 It is recommended 

be closely "linked" so that they 
agricultural sector, PRIDA and FRAI, 


for the FRAI Credit Facility was December, 1982, 
Although the PACD 

funds derived from loan recovery, standing idle. 
there are substantial 


12
 



are complementary and then both targeted on the non-traditional agricul
tural export subsector. In this way, their impact can be maximized. 
Through more precisely targeting their clientele, they can better achieve 
their objectives and in addition serve as a policy tool to achieve the 
development of the subsector. Technical assistance can be targeted more 
precisely and utilized more effectively.
 

The Technical Assistance Fund of PRIDA should be made a Grant or 
assumed by the GOP and be utilized to provide Technical Assistance in such 
areas as 
postharvest technology, marketing development, production tech
nology and other specialized fields. Funds can be utilized directly by
COFIDE to hire and provide technical assistance or be used by COFIDE to 
contract for technical assistance through a consulting firm. If the funds
 
are to be utilized by COFIDE to provide technical assistance, a special 
division or unit should be established. 
 The technical assistance should be
 
provided to loan recipients and to the subsector, -in general, based upon a 
total systems approach (See Chapter VII, Recommended Project No. 1). 

The two Projects should be re-directed through amendments, and the 
implementation of both be undertaken in the same COFIDE Section. They
should be promoted and implemented as one Project to achieve the desired 
compl ementari ty. 

10. COFIDE should as part of the technical assistance program employ,
)r secure the assistance under contract of, trained and experienced Farm
 
4anagement Specialists, to provide assistance, (a) to ICI's in preparing 
loan applications and interpreting and assessing proposed projects, and (b) 
:o subborrowers 
(farm operators) in record keeping and accounting, farm
 
lanagement and farm planning. They should also be utilized in the super
,ision and periodic assessment of farm operations.
 

11. 
 The Covenants requiring that funds may not be used for production

if citrus for export, and the covenant concerning "source-of-origin" (U.S.)
hould be altered. The loan facility, when disbursed through local private 
ommercial banks, is not a "USAID Project" and cannot succeed if these 
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restrictions are placed upon its usage at this level. Farm operators do 
not understand the reasons for refusal to grant a loan for a truck, for 
example, and blame the bank, PRIDA and COFIDE. U.S. sourced equipment is 
not generally available. Also, citrus produced for export in Peru is not 
necessarily for export to the U.S. and it exported to the U.S. would not be 
in competition with U.S. production as it is available in a period when the 
U.S. is not producing.
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Chapter II
 

METHODOLOGY OF THE EVALUATION
 

Inconducting its assessment of the PRIDA Project, the Evaluation Team
 
utilized both objective and subjective evaluation of pertinent information 
and observations. To obtain the information required, the study team 
utilized secondary sources available in COFIDE's central and branch offices
 
and in the central and branch offices of participating commercial banks. 
Interviews were held with key personnel of COFIDE and of commercial banks 
at both their central and branch offices. Visits were made to selected 
subborrowers (farming) operations in 
most of the regions having loans and
 
in some regions with no loans. Farm operators were interviewed in-depth 
utilizing a question guideline to determine the actual 
use of the funds and
 
their impact, the level of expertise of the farm operators and the general 
condition and efficiency of the farm operations.
 

Interviews were also held with individuals in relevant service areas 
haviAg an impact on agricultural operations: e.g., exporters, suppliers of
 
inputs, box manufacturers, development organizations, experiment stations, 
Departments of Agriculture and Producers Organizations.
 

The following analysis is based upon the responses, data collected, 
and observations made (See Appendix A for methodology utilized in assessing
 
subborrower performance).
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Chapter III
 

BACKGROUND
 

A. The Agricultural Sector in Peru 

The performance of the agricultural sector in Peru from the beginning
of 1970 to 1983 was extremely poor. It is estimated that the value of 
total agricultural production rose at only 0.7 percent per annum compared 
to 2.5 percent per annum between 1950 and 1970. In real terms, total 
agricultural production actually declined by 0.5% per annum in the decade 
of the 1970s. Adverse climatic conditions, such as drought, affecting a 
large part of the country during the 1970s, and floods on the northern 
coast in 1989, cdused great damage to agriculture. However, there were
 
additional reasons 
for the poor performance of the sector. 
 These include:
 
(I)the agrarian reform introduced by the military government in 1969 and
 
the manner of its implementation during the 1970s; (2)the socialization of
 
much of the economy; (3) the dismantling of the agricultural extension ser
vice; and (4) the official marketing and pricing policies during the 1970s; 
all of which acted as disincentives to producers during a period of runaway
 
infl ation.
 

With the return of a constitutional government in July 1980, an eco
nomic development model was established in which the private sector and 
market forces played predominant roles in promoting economic development. 
High priority was assigned to increasing agricultural productivity and 
production and some 
of the policies designed to achieve these goals have
 
been put into effect, including: liberalized international trade, reduc
tion or abolition of subsidies, producer price supports for a-l but a few 
commodities, an increase in interest rates for agricultural loans closer to 
open market rates, and restoration of the research and extension services.
 

As outlined by the Presidential Task Force Report, and other reports,
the principal constraints to increased agricultural production in Peru 
include: lack of an efficient marketing system based on competition, a 
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lack of government policies related to the efficient use of natural, fi
nancial and human resources; an inadequate input availability and supply 
system; and the lack of appropriate policies designed to increase savings,
thereby permitting private banks and other financial institutions to com
pete in providing credit to the agricultural sector 

Peru's agricultural resource base is extremely limited in quantity and
 
quality of cultivable land compared to. some other Latin American Countries. 
While the total area of the country is 128.5 million hectares, only about
 
7% is suitable for agriculture and for14% suitable pasture. The balance 
is either suitable only for forestry or unsuitable for cultivation alto
gether because it is too dry, too wet, too poorly drained, too steep or too
 
isolated from markets for economic production of food or fiber. The coun
try is divided into three well-defined geo-ecological zones: the Coast, 
the Sierra and the Selva.
 

The Coast is a desert-type strip of land of about 3,000 km, long lying
between the Pacific Ocean and the foothills of the Andes. Coastal agricul
ture is limited to some 
58 river valleys where there are about 800,000 ha. 
under irrigation. Rainfall in the coastal zone is almost nil. This zone 
accounts for 46% of the population and over 40% of the country's gross
value of crop production. Major agricultural products are sugar, cotton,
 
rice, maize, potatoes, citrus, olives, grapes, pulses, vegetables and 
fodder crops. Thn zone enjoys relatively close proximity to the urban 
markets, 
a good transportation network, other infrastructure, and is rela
tively prosperous. As a consequence of the agrarian reform, much of the 
area farmed is under the management of collective-ownership entities.
 

The Sierra, which constitutes the Andean highland 
zone with over 44%
 
of Peru's population, is characterized by generally poor and eroding soils, 
recurrent drought and frost. 
 Nevertheless, this area 
has some valleys with
 
deep fertile soils. About 2.3 million ha. in the Sierra are cropped and 
about 17.3 million ha. are 
used for grazing, mostly under marginal condi
tions because of the steep slopes and high altitudes. The Sierra accounts
 
for almost all of the wheat, most of the potatoes and a third of the maize 
grown in Peru. These crops are produced by very small farmholders. The 
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Sierra also accounts for about 80 percent of the production of beef, all of 
its sheep, over 60 percent of the hogs and all of the 3.2 million alpacas 
and 1.5 million llamas. Virtually all Sierra land suitable for agriculture 
is presently utilized. About 250,000 ha. are irrigated, of which 150,000
 
need rehabilitation. 
 There is some potential for improving productivity
 
through extension, research and use of production inputs.
 

The Sel va, made up of tropical forest zones east of the Andes, covers 
about 64% of the total land area of Peru and accounts for ten percent of
 
the total population. it. comprises two sub-zones: the Eastern slopes of 
the Andes at medium altitude, called the "Ceja de Selva" (medium altitude 
jungle); and the Amazon jungle, known as the "Selva Baja" (lower jungle). 
The zone, in general, is characterized by fragile acid soils, pest prob
lems, sporadic torrential rainfall and isolation by 
the Andes from the
 
coastal markets. Beef and other livestock are raised on = minor scale as 
well as a variety of crops including, upland and-paddy.rice,.coffee, cacao,
 
citrus, pineapple, corn, bananas, yucca and other food 
croos. Most of the
 
products grown in the Selva 
are at a competitive disadva-zage because of
 
the high freight rates resulting from difficult ground transportation and
 
the rudimentary market structure. 
 However, with the const-iction of high
ways and oil exploration, the Selva Alta (high jungle) has been gaining in
 
economic importance over the last decade, and the migration of commercially
 
motivated farmers from the Sierra to the Ceja de Selva, inparticular, has
 
provided considerable impetus to agricultural development. Thus, the Ceja
 
de Selva is now regarded as an important new agriculturil frontier with
 
potential to help meet the rising 
food needs of the large .,ban population
 
along the Coast.
 

B. The Financial System and Agricultural. Credit in Peru 

1, The Financial System
 

The Central Bank (CB) is an autonomous entity of :he GOP respon
sible for monetary policy and for setting interest rates f: institutional
 
credit operations of banks, savings and 
loan associa:-ons (known as
 
financieras) and other specialized agencies dealing with cr-_it operations.
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Currently, CB is operating three lines of agricultural credit under which
 
it channels funds to beneficiaries via 
commercial banks and non-banking
 
institutions. 
 The three CB lines of credit are: (a) the Regional
 
Selective Credit Line, which is applicable to most development investments
 
outside the provinces of Lima, (b) the Selective Agricultural Credit Line,
 
which is applicable to short-term agricultural production loans, and (c)
 
the Agricultural Development Line of Credit, which is most 
relevant to the
 
PRIDA project because of its similarity with respect to terms and condi
tions. The CBts Agricultural Development Line of Credit (known in Spanish
 
as 
Credito de Fomento Agropecuario) has the following characteristics:
 

a. 	 The credit line 
finances medium and long-term investments
 

of the agricultural 
sector, including forestry investments
 
(the only difference with PRIDA), and
 

b. 	 As in the case of PRIDA loans (for amounts over US$ 
30,000), the principal amount outstanding is adjusted peri
odically to the inflation rate measured by the CPI, and the 
interest rate over the adjusted principal is also at the 
rate of 4.5% per annum. 

This line of credit started Qperations in July 1981 and 
until late in 1984 the adjustment of principal was made 
under an arbitrary index elaborated by CB, which was below 
the inflation rate. Since September 1984 adjustments are
 
made in accordance with the total variation of the CPI over
 
the previous twelve months. During the nearly four years
 
of operation, some 200 loans amounting to 9,000 million
 
Soles have been made through some 20 ICI's. The line reim
burses ICI's for 100% of the amounts disbursed as compared
 
to 
a miximum of 87.5% under the PRIDA project. The total 
amount allocated to the lending fund was 15,000 million 
Soles of which about 6,000 million (about US$ 700,000) are
 
still available for further lending.
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2. The Bank System 

The Banking System is guided by the Central Bank (CB) with 
respect to monetary and credit policies and by the Superintendence of Banks 
with respect to the control, administration and managerial aspects. Cur
rently, there is a total of 40 financial institutions under the system, 
divided into the following categories:
 

State Development Banks ............................. 4
 
Peruvian Commercial and Savings Banks ............... 8
 

-Peruvian Private Development Banks ................. 3
 
Foreign Banks (Branches) ............................ 
6
 

Regional Banks ...................................... 
 6 
Savings and Loans Associations (Financieras)........ 10 
Specialized Government Banks ........................ 3
 

Commercial banks are permitted to carry out only short-term credit 
operations (one year maximum) except 
as intermediaries for specific lines
 
of credit under which their participation is authorized. The regional 
banks operate as commercial banks with a particular focus on promoting 
economic development of the important sectors of their respective regions.
 
Regional banks are permitted to make medium- and long-term loans. Finan
cieras are only permitted medium- and long-term credit operations. State
 
development banks operate as specialized financial intermediaries through 
which the Government channels foreign and local resources to priority 
sectors (i.e., Agricultural, Indsustrial, Mining, Housing). Commercial 
bank's lending is highly dependent on domestic deposits. Those banks with 
headquarters in Lima for 64% totalaccount about of deposits under the 
system and about 40% of the loans, while State development banks account 
for only about 10% of the total deposits and 42% of loans.
 

3. Current Status of Agricultural Credit in Peru
 

Banco Agrario del Peru (BAP), the Government-owned agricultural 
development bank established in 1931, has been, since its inception, the 
major source of credit to farmers in Peru. Prior to the 1970s, commercial 
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banks had, at most, about 30% of the total lending to the agricultural 
sector. However, during the decade of the 1970s to 1983, the share of the 
private banks drastically declined to the point that of total Institutional
 
credit, BAP was providing 93% at the end of the 1970s and nearly 98% during
 
1983. Moreover, private bank's lending has historically been short-term 
production and marketing credit. 
 Other non-institutional sources, such 
as
 
suppliers of equipment and farming inputs and processing enterprises, also 
provide credit. Although the amount of the latter is unknown it is not 
believed to for aaccount significant portion of the total credit to 
farmers.
 

The reasons 
for the drastic decline in the share of commercial banks
 
agricultural credit becan attributed largely to: (a) the overall insti
tutional 
changes that occurred as a consequence of the agrarian reform,
 
which adversely affected traditional clients and created atmosphere of
an 

uncertainty and oriented marketing and lending primarily to the public 
entities; (b) the impossibility of competing 
with BAP's highly negative

interest rates on loans, subsidized by GOP, and (c) the lack of acceptable
 
guarantees for commercial bank lending, because the agrarian reform law 
established that land could no longer be mortgaged. Only farm production 
and machinery could be used as security against loans, and BAP has, by law,
 
a priority lien in securing its loans with the crop.
 

The BAP reports that its lending program currently (1983) covers about
 
20% (480,000 Ha.) of the 
area 
of land under cultivation and an estimated
 
12% (103,000 loans) of total agricultural producers. About 40% of the 
loans are to cooperatives (down from over 60% during the 1970s) and 60% to 
private, small-and-medium size farmholders. During 1983, some 80% of BAP's
 
lending was for short-term production loans (compared 
to 90% during the
 
1970s and up to 1983). 
 Crop production credit has been traditionally con
centrated on about five connodities: cotton, sugarcane, rice, potatoes and 
coffee. Medium and long-term loans, mainly for land 

stock and fruit trees, has been financed almost 

improvements, live
exclusively from external 

funds (World Bank, IDB, USAID) and, to a small extent, from specially 
designated Government funds. 
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Until recently, it was the policy of the Government to charge low 
Interest rates for agricultural loans. The need for continuous injections 
of funds to supplement BAP resources for lending reflects the erosion of 
BAP's equity resulting from strongly negative rates 
over the past years.
 
Up to 1981, the resources of BAP came mainly from rediscounts from the
 
Central Bank, its own equity and foreign borrowings. Since early 1981, BAP
 
introduced a vigorous and successful 
campaign to attract savings at com
petitive market rates. This has accounted for about 20% of BAP's sources
 
of funds up to 1983. 
 However, because the lending rates were substantially
 
below the interest paid to the savers, the ensuing results contributed to
 
the decapitalization of BAP. 

Given the burden that the highly negative rates of interest has repre
sented to the GOP budget and Central Bank's monetary program constraints,
 
and as a result of extensive'discussions with international bithe and 
lateral credit institutions dealing with BAP, the Government has started 
moving BAP's interest rates 
closer to market rates. Subsidized lending
 
rates are maintained only for special cases, such as 
subsistence farming in
 
the Sierra and the expansion of the agricultural frontier in the Selva 
Region. The new policy, which became effective in April 1983, introduced 
higher nominal rates and a system of charging interest in advance, in line 
with commercial bank practices. The latest interest rate structure approv
ed by BAP, in line with wasthis policy and with Central Bank regulations, 
enacted as of February 1, 1985. Current nominal 
and effective rates
 
charged by BAP are shown inthe following table (Table 1).
 

The standard rate charged by BAP for the bulk of its loans, that is 
for most production and investment loans 
inthe Coastal Region, represents
 
a rate of 137% per annum. This compares to a rate ranging from 160% to 
170% for short-term loans from commercial banks. Marketing loans from BAP
 
at a 
150% effective rate are estimated to be at the expected inflation rate
 
during 1985.
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Table I
 

BAP'S INTEREST RATE STMUCTURE. 1). 2) 

Nominal
Rate 
 Charge Effective
 

,lnt. Commlsslons System Rate
 

I. Standard Rates 

A. 	 Short-Term Production 
Lnns 68 * 20. Six months 136.7%"(Formost crops in the in advanceCoastal region and for (S.A.)
Poultry, cotton, sugar
Cane, caCaO and coffee 
Country-wide) 

B. 	 Ilarketing Loans 72 + 2% S.A. 1521 
C. ium Long-Term Loans 67 3.51* S.A. 138.5%(For investment loans 

inthe coastal area,
 
except for irrigation
 
equipment and perennial

crops)
 

I. Promotional Rates 

A. 	 Short-Term-Second 
Priorit 68 + 2% Quarterly 115.81 
In~iuTis rice, yellow 
 in advance 

corn, and sorghum in
the Sierra and Jungle

regions and other food
 
crops and livestock in
 
the Coastal region
 

B. 	 Short-Term-Fi rstPriori_ 2%
64 2 O.A. Ins. 71
9.1 	 or oans of over
 

20 miIion for-fle
stoc inthe Sierra
 
and 	Selva)
 

B.2 	 For Loans uoer 20million (same as 8.1.) 64 + 21 End 	of 84.2% 
Quarter
(E.Q.) 

C. 	 14ecium/Long-Term
Promotional 67 * 3.5% (E.O.) 117.2% 

For 	all investmvnt
 
loansin the Sierra
 
and 	Selva, except for
 
vehicles. Also Irriga. 
tion equipment and
 
permanent crops in the
 
Coastal R,-gion.
 

1) 	Applicable as of February 1, 1985 to Outstanding balances foractive loans under Its portfolio and to loans to be Approved from 
that date. 

7) 	 In addition, there are special rates for loans related to specific
huvernment or international contracts. 
 Short-term ano marketing
loans in I1SDollars are at a rat. of ]A% + 2%coritSSlon or inrffvctivv rate ot ?.5%, omen paid oy tnq end of the quarttr. 

.ejrcv! IHAnCo Arrario AtIl Peru. 
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Chapter IV
 

PRIDA PROJECT DESCRIPTION
 

A. 	 Objectives, Goal and Purpose of the Project 

The 	 GOP/USAID PRIDA Project was established to undertake two basic 
policy objectives: (1) "the revitalization of medium-term agricultural
 
lending by the Peruvian private financial sector to small and medium-sized 
agricultural borrowers", and (2) "the support of changes in the GOP's 
interest rate policy so that market interest rates are used in agricultural 
lending". 

The 	 actual target of the Project is the local commercial banks, with 
the 	incidence of the project benefits accruing 
to farm operators and the
 
rural community.
 

The goal of the Project, as stated in the Project Loan Agreement, is 
"to increase rural incomes in Peru by increasing agricultural productivi
ty". The purpose of the Project, as stated, is "to increase the avail
ability of medium-term agricultural credit in Peru by strengthening the 
capacity of private sector financial institutions to finance medium-term
 

agricultural loans". 

B. 	General Description - USAID Project No. 527-0265, A.I.D. Loan No.
 
527-T-081
 

The USAID-financed Project was designed to facilitate the creation of
 
a facility (PRIDA) within the State Department Finance Corporation (COFIDE)
 
for 	 rediscounting eligible loans made to sub-borrowers (farm operators). 
The loans were to be for medium-term agricultural credit of up to ten years

for 	 on-farm improvements. The Project would also provide training for 
COFIDE and participating conunercial bank personnel 
and undertake promo
tional activities. Technical assistance was to be provided by COFIDE to
 
participating banks to assist them in the analysis and preparation of 
loans. ICI's would, in turn, provide technical assistance to subborrowers 
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in developing far. plans, preparing loan applications and in carrying out 
the proper utilization of the loans.
 

The Project was designed to mobilize US$ 35.2 million for agricultural 
credit activities over a five (5)year period. The Agricultural Investment 
Fund to be established in COFIDE was to be capitalized at US$ 24.7 million 
- US$ 9.7 million from AID loan funds, US$ 10 million from U.S. commercial 
banks, and US$ 5.0 million from COFIDE. The balance to be mobilized was to
 
be contributed by ICI's and Subborrowers. ICI's would disburse the amount
 
of the loan and COFIDE/PRIDA would rediscount 70% of the loan. The ICI's 
and the Subborrowers were to provide 30% of the value of the Project. The
 
fubborrower was required to provide at least 10% of the amount of capital 
required and the ICI's the remainder.
 

A loan of US$ 10 million was provided as the base of the Project. Of 
the total, 9.7 was for theUS$ million Agricultural Investment Fund with 
US$ 500,000 targeted for ICI's to provide technical assistance to Sub
borrowers. The remaining US$ 300,000 was targeted for:
 

1. Technical Assistance by COFIDE
 
to the ICI's 
 (US$ 125,000)
 

2. Training 
 (US$ 125,000)
 
3. Project Evaluation 
 (US$ 50,000)
 

The Project Loan Agreement in the amount of 10 million was signed and
 
dated March 29, 
 1983 with a Project Assistance Completion Date (PACD) of
 
March 31, 1988. is for 25 years
The loan with interest of 2%per annum for 
the first ten, years after the first disbursement. Thereafter, the rate of 
interest will be 3% on the outstanding balance. The loan is payable in 31
 
equal installments of principal and interest with the first installment of 
principal commencing 9.5 years after the date the first interest payment is 
due. 

The first Project funds were committed by USAID for sub-lending activ
ities and Subborrower Technical Assistance on November 14, 1983, eight

months after the loan agreement was signed. The first loan was approved 
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and loan funds disbursed to the Subborrower on April 5, 1984, more than one 
year after the signing of the Loan Agreement. 

C. 	Conditions Precedent and Covenants
 

1. 	Conditions Precedent
 

a. 	 Prior to the first disbursement of funds to PRIDA, the 
following conditions had to be met:
 

i. 	An opinion of the Director General of the General 
Department of Legal Counsel of the Ministry of Economy, 
Finance and Commerce that the agreement was legal and 
binding had to be provided; 

ii. The names and signature specimens of the representa
tives of the borrowers had to be provided; 

iii. 	A signed loan agreement between the Borrower and 
a
 
United State commercial bank for US$ 10 million had to 
be executed;
 

iv. 	 An opinion of Counsel for the U.S. commercial banks, 
that the loan agreement between borrower and U.S. 
commercial banks is duly authorized and is binding had 
to be provided.
 

b. 	 Prior to any disbursement of funds to Subborrowers, the 
following conditions precedent had to be met: 

I. 	 A technical assistance plan for training of ICI's and 
COFIDE personnel was to be developed;
 

ii. 	 A plan for distributing and utilizing technical assis
tance funds among ICI's for technical assistance to 
Subborrowers was to be made;
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tii. A COFIDE credit operations manual for the Project was 
to be developed. 

2. 	Covenants
 

Numerous covenants were made by the Borrower to USAID, Including:
 

a. -	 To deposit all reflows of principal and interest received 
(less commissions 
and fees) from all subloans to the
 
Agricultural Investment Fund for relending.
 

b. 	To maintain the 	 original dollar value of the Agricultural 
Investment Fund through annual capital 
contributions to the
 
Fund to compensate for any loss in value.
 

c. To insure that participating ICI's.establish a technical 
assistance'fund for Subborrowers and 	 that the fund is main
tained. 

d. 	To insure that rediscounted subloans conform to the eligi
bility criteria specified in the Credit Manual.
 

e. 	To maintain commercial interest rates.
 

f. 	Obtain AID approval of loans over US$ 100,000. 

g. 	To insure that subloans 
are not approved for AID restricted
 
commodities; e.g., citrus for export.
 

h. To draw down funds from AID Loan not to exceed US$ one 
million over the amount of funds drawn down from the 
commercial bank's loan. 

I. To provide AID with quarterly reports.
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D. Project Components 

Although not stated as such in the Project Document, the Project 
consists of three (3)components:
 

o Technical Assistance; 

o Training; and 
o 	 Funding for PRIDA discounting activities (credit for on-farm
 

. improvements.
 

As the Project is written, there is a great deal of confusion as to 
the amount of the fund that is committed for training and the amount com
mitted for technical assistance. It is not clear as to the exact purpose
 
of the funds designated Technical Assistance.
 

o Technical Assistance
 

A 	fund of US$ 500,000 is to be established to provide tech
nical assistance to the Subborrowers. The extent, depth, 
source and type of the technical assistance is not clear.
 

o Training
 

From the interpretation of the Evaluation Team US$ 300,000 of 
the AID loan is oriented to the provision of training, promo
tion and evaluation. Of this amount, US$ 50,000 is to be 
used for periodic evaluation of the Project, US$ 125,000, is 
to be utilized for in-country and foreign training of IC! and 
COFIDE personnel and the remainder of US$ 125,000 for promo
tion. 

o Funding
 

A sum of US$ 9.7 million is provided by AID for a lending 
program for financing of on-farm improvements. This sum is 

28 



to be complemented by a US$ 10 million loan by a U.S. com
mercial bank to COFIDE and US$ 
 5 million Agricultural
 
Investment Fund in COFIDE. 

E. Project Inputs and Project 
 Outputs
 

1. Project Inputs
 

Project Inputs consist of the following:
 

a. USAID Loan Funds 
 US$ 10 million
 
b. Commercial Bank Loan 
 US$ 10 million
 
c. 
Counterpart Contribution (GOP/COFIDE) 
 US$ 5 million
 
d. 
 ICI's and Sub-Borrowers 
 US$ 10.5 million
 

US$ 35.5 million 

2. Project Outputs 

Project outputs at the PACD (March 31, 
1988) are as follows:
 

a. US$ 35.0 million invested in farm improvement.
 
b. 1,000 subloans made.
 
c. 9-12 private sector ICI's participating.
 
d. One credit manual developed.
 
e. 36 members of ICI's staff trained.
 
f. Two (2)members of COFIDE staff trained.
 
g. 1,000 farmers receive technical assistance.
 

F. Relationship to Other Agricultural 
Credit
 

The Project, designed to encourage conmercial banks to participate in
 
lending for agricultural investments, complements the GOP and international

institutions efforts to increase supply ofthe agricultural investment
credit in the Country. As previously indicated, BAP beenhas nearly
only source of agricultural investment credit. 

the 
However, in spite of the
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strong financial and technical assistance received by BAP from the World 
Bank and the IDB over the past five years, its financial and administrative
 
capacity is not sufficient to meet the potential demand for capitalizing 
the farms, or to provide production credit on 
a timely basis as is required
 
for short-term credit. 
 The increased participation of commercial 
banks in
 
lending to agriculture, in addition to increasing total financial re
sources, should also have an indirect effect in improving BAP procedures 
for the processing of loan applications and reducing the time lag in loan 
delivery. The Project could also complement the Rural Agribusiness 
Rediscount Fund (FRAI) financed by the USAID through the Central 
Bank and
 
COFIDE.
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Chapter V
 

PROJECT IMPLEMENTATION STATUS
 

A. Modifications to Conditions Precedent and to Covenants and Their
 

Impact
 

1. Modifications and Non-Compliance
 

Several modifications and waivers have been made with respect to 
the conditions precedent for disbursement of loan funds and to the 
cove
nants by the GOP/COFIDE to USAID. These modifications and waivers have had
 
a pronounced impact on the Project and its accomplishments, both of a posi
tive and a negative nature. The most significant amendments and modifica
tions are the following: 

a. Due to the difficulty of the GOP in obtaining a loan of $10
 
million from a U.S. commercial bank, amendment No. 1,dated
 
September 13, 1983 sought to alleviate the problem by dele
ting all references to a "commercial bank" and substituting 
the term "financial institution or institutions." 

b. Amendment No. 1, also extended the deadline for securing a 
$10 million loan from a U.S. financial institution until 
December 31, 1984 and permicted the disbursement of up to 
$5.0 million during the period ending December 31, 1984.
 

c. Through mutual agreemnent, the parties to the loan postponed

the terminal dates for completion of the conditions prece
dent at the 90-day and 180-day termination periods and per
mitted the Project to proceed at a modified $5 million 
level without all conditions precedent being met.
 

Apparently, no modifications were made to the special covenants (Refer
 
to section IV C.2 of this report). Most of the covenants were honored. It
 
is too early to determine thu status of compliance with the covenant to 
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maintain the value of tne Agricultural Investment Fund in Soles equivalent 
to the U.S. dollar value at the initiation of the Fund. It is anticipatec 
that this will be undertaken. 

Two of the special covenants were not honored: (a) the Covenant tc 
maintain interest rates charged in line with commercial bank terms avail
able in Peru for this purpose, was not fulfilled during 1984. However, 
since February 1, 1985, interestthe rates have been adjusted and loans 
above US$ 
30,000 will be positive, in real 
terms; (b) the second Covenant
 
not honored Was the establishment of a technical 
assistance fund by partic
ipating ICI's and the maintenance of that fund by means of fees charged to 
subborrowers receiving technical 
assistance.
 

Although not a condition precedent, nor a special covenant, the provi
sion of counterpart funds of US$ 5 million to the Project was a major com
ponent of the Project Investment Fund. The provision of this sum at the 
beginning of the Project was waived by USAID and has not been made avail
able by the GOP to the Project a5 of the date of this assessment.
 

2. Impact
 

USAID's waivers and amendments of inputs into the Project have 
had a serious impact upon 
the magnitude, 
scope and implementation of the
 
Project. The "effective" Project during 1984 was 
only US$ 5 million rather
 
than US$ 24.7 million. 
 However, the Project disbursed US$ 5 million during

the first year of operation. This is in contrast to the Project Paper
projected disbursement of only US 2,470,000 over a two and one-half year 
period.
 

As of 
December 31, 1984, the USAID Project inan disbursement has 
been
 
temporarily suspended. 
As of March 1, 1985, Project subloan approvals have
 
been suspended and commercial banks have been advised accordingly by
COFIDE. Of greatest significance to the project and its objectives is the 
long-run effects of the lack of continuity of PRIDA. A great deal of in
terest has been generated in the PRIDA facility by local banks (ICI's) 
through their todesire utilize the Agricultural Investment Fund for 
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lending to the Agricultural Sector. Subborrowers (farm operators) gradual
ly have become aware the and farm desire loans.of Program more operators 
The suspension of the Program for an extended period will 
negate the accom
plishments to date and will create an impression, to ICI's and subbor
rowers, that PRIDA is only a temporary loan facility and cannot be depended
 
upon as a future source of credit. On establishing a program one of the 
major considerations is the maintenance of continuity--in casethis the 
continuity of the availability of credit through the PRIDA facility.
 

Of special significance to the Project, and to agriculture in general 
in Peru, is the influx of new entrants into agriculture. Although not 
farmers in the traditional sense of the word, new entrants are entrepre
neurs capable of planning and utilizing credit. They seek advice and 
assistance and their farm operations are excellent. Without the PRIDA loan
 
facility, most of these new farm operations would not have been undertaken.
 
In addition to their entrepreneurial abilities, these farmers have off-farm
 
property or other types of collateral that can be used by private commer
cial banks as quarantees.
 

Another significant aspect of the Project relates to its technical
 
assistance component and to the special 
 covenant to establish a technical
 
assistance fund with 
 the ICI's. That the covenant was not honored is a 
moot question light of problem thatin the major the Project's lacks con
ception and specification of technical assistance.
 

The concept of ICI's providing farm operators with agricultural tech
nical assistance is not valid, in the opinion of the Evaluation Team. ICI's 
do not have the capacity to undertake an activity that is, in reality, a
 
responsibility of the agricultural extension service. Individual ICI's 
will not have sufficient clientele to justify the hiring of agricultural 
experts. In addition, the diversified types of farming throughout Peru 
require agricultural technicians with expertise in different fields of 
agriculture. ICI's could hire agricultural loan officers to better service 
the loan requests of farmers, but not agricultural experts to advise and 
assist farmers in their farming operations. 
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Of further importance is the fact that tre farmers would not be wil
ling, in all probability, to use technical assistance from ICI's if they 
were obligated to 
pay for the services. They are accustomed to receiving
 
such assistance at no direct cost. 
 Those farm operators that do use con
sultants or advisors, seek out consultants with special in-depth expertise 
of a kind for which they believe a special need exists.
 

COFIDE and the ICI's do need special training programs for servicing
agricultural loans. They require agricultural loan officers with some 
degree of u;derstanding of agriculture and there is a requirement for a 
sustaied promotion program for the PRIDA Project. These require.ents fa"" 
within the 
project component of training and promotion. These activities
 
can be accomplished through the utilization of the US $300,000 earmarked 
for training.
 

A totally new concept of technical assistance, utilizing the USS 
500,000 fund provided for the Project, should be developed. The technical 
assistance program to be developed should be implemented and provided 
through COFIDE and/or a specialized institution. 

It is absolutely essential that agricultural credit be 'provided in 
conjunction with a complementary development program and complementary 
tecn-ical assistance. Credit is a too! 
ana a credit program such as PRIDA
 
should be utilized in conjunction with a well defined agricultural develop
ment strategy. 

B. Actual Project Progress and Achievements vs. Project Plan 

As stated in the PRIDA Project document, the Project goal is to 
"increase rural incomes in Peru by increasing agricultural productivity." 
The purpope is to "increase the availability of medium-term agricultural 
credit in Peru by stregthening the capacity of private sector financial 
institutions to finance medium-term agricultural loans." 

The mid-term evaluation was performed two years after the agreement 
was signed, but only one year after actual disbursements of funds began, 
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therefore, conclusions with regard to the achievement of the Project goal 
and purpose should be considered as preliminary.
 

To derive an opinion of the actual impact of PRIDA on rural income is 
unrealistic at this time. 
 However, from 
a micro view point, considering
 
the impressive application of the funds disbursed 
on the 27 farms visited
 
that had PRIDA loans, the apparent and 
potential increase in agricultural
 
productivity is substantial. Thus, isit evident that the Project is 
achieving its goal 
at the farming operations receiving loans.
 

It is evident, from the subborrower survey (Appendix C), that a large 
percentage of the subborrowers opted for PRIDA funds 
because of their
 
prompt availability especially when Banco Agrario did not have enough 
funds. Even if funds were available from Banco Agrario, BAP's slow moving 
bureaucracy discourages potential borrowers from continuing with their
 
projects. On almost all 
of the farms visited, the operations were properly
 
managed and PRIDA funds were being put to good use leading to increased 
productivity.
 

The purpose of the Project "to increase the availability of medium
term agricultural 
credit through private sector financial institutions," is 
also being accomplished.
 

Approximately nine to twelve banks were expected to place PRIDA loans.
 
To date, 22 banks have signed contracts to intermediate the fund and eleven
of them have. already granted PRIDA loans. Banco Agrario, the Government 
development bank which concentrates 98% of the credit to the agricultural 
sector, has placed approximately US$ 56 million for medium and long-term 
investment credit. 
 PRIDA loans, through the ICI's, 
were US$ 4.9 million or
 
9% of the total amount of investment credit available to the agricultural 
sector. Considering that PRIDA has been in operation only one year, it has
 
made a significant contribution to the availability and amount of the funds
 
actually used for this type of credit. 
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Therefore, at this time, we can conclude that, through an active 
participation of the commercial banking system, PRIDA has provided medium
and long-term resources 
to the agriculture sector.
 

The level of achievement in meeting the targeted Project inputs and 
projected outputs, as stated in the Project document, were examined during 
the course of the evaluation. 
Project input levels have been only partial
ly met (Chapter V, section G of this report contains a detailed analysis of 
how each participant contributed to the Project).
 

Projected outputs were also exami ned and the results are as follows: 

1. On-farm investments financed by the medium-term investment fund, 
PRIDA, were projected at US$ 35 million with about 1,000 sub-loans to be 
made by the PACD. The US$ 35 million level will not be achieved sincs the 
co-financing for US$ 10 million will not be available. Considering the 
average loan size of US$ 54,907 in the first year of disbursement, the 
funds from the program will finance only 300 sub-borrowers. Although the
 
average size of loans made was nearly twice the Project Paper estimate, the 
level is considered to be more realistic for commercfala loan. At this
 
rate, about 620 loans 
 would be made if all funds were available. It is 
probable that the average size of the loan will 
increase slightly, limiting
 
tne n-.nDer of loans to 600. Although the number of 13ans to e mace is
 
smaller, 
 they could have a greater benefit and impact as they are of a
 
commercial scale.
 

2. Nine to twelve ICI's were to participate in the program by the 
PACD. Currently, 11 ICI's are already participating. 

3. A credit manual was developed, as projected, and is being used by
 
ICI's and sub-borrowers.
 

4. 
Two COFIDE staff were trained in project promotion and monitoring
 
of interest rates. 
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5. " Thirty-six ICI staff members were trained to some degree through
 
seminars and conferences. Training in investment credit, however, has been
 
almost nonexistent. 
Only four percent of the budget resources for training
 
were used. In discussions with credit 
officers from the different areas
 
visited and from different institutions, it was determined that 
an under
standing of, and capacity to evaluate medium- and long-term investment 
credit is very poor.
 

6. Approximately 1,000 PRIDA sub-borrowers were to be provided with
 
technical assistance by the PACD. 
 This will not be achieved because of the 
undefined nature of the technical assistance program. (The problems with 
regard to Technical assistance are commented on in Chapters V.E., VI.A.3, 
VI.B.5., and VI.C.5 of this Report.) 

C. Credit Demand and Delivery
 

Demand for loans through private commercial banks utilizing the PRIDA
 
loan facility has steadily grown since COFIDE promotion programs began in 
April, 1984. To date, local commercial banks have in hand large numbera 

of requests for medium-term loans.
 

The current influx of young entrepreneurs, with non-farm collateral, 
into agriculture, will expand the effective demand for medium and long-term
 
loans from private commer, ;al 
 banks. The timeliness or speed with which
 
the loans should be made through the commercial banks is important to agri
cultural operations and, as the banks demonstrate their ability to service 
loan requests on a more timely basis, demand will 
increase even if indexed
 
rates or higher commercial rates are introduced.
 

(Refer to ChapLer VI.C.1 for a more detailed discussion of loan and 
subborrower characteristics 
as derived from the sample of subborrower farm
 
operations and to Chapter VI.A.7 for a detailed discussion on the potential
 
for the utilization of loans offered at 
indexed or commercial rates).
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D. 	Portfolio Composition
 

COFIDE/PRIDA's loan portfolio, as of January 31, 1985, 	 consisted of 90 
subloans placed through eleven ICI's. 
 Two additional loans were made after

January 31, and the current porfolio consists of 92 sub-loans or projects.

(Tables derived from PRIDA loan applications may be founo in ADpendix D).
 

1. 	Distribution of Loans by ICI's
 

Th'e most 
active IN in promoting and utilizing the PRIDA facility

for making agricultural loans was 
Banco Contirental witn 34 of the vs'
 
of loans and 30% 
of 	the number of sub-borrowers (Table 2). Banco del 
s.r
 
was second with Banco Nor Peru (CONTINORTE) third and Financiera de Credi:o
 
fourth. 
 These 	four ICI's accounted for 67% of the total 
loans.
 

2. 	Distribution by Georaphic Location
 

As of January 31, 
1985, 	PRIDA loans were made in nine Departmer.s

along 	 the coast and highlands of the Country (Table 3). After January 21,

two more loans were made in Lambayeque (Trujillo) and San ,Mar:in (Tarapo:

in 	 the Selva (Jungle) bringing the total of Departments receiving loans 
el even. 

Over 	 58% of the value of loan disbursements and 	 74% of the loans a-e 
con:entrated in Arequipa. Almost 
every active ICI in Arequipa has m':e
 
PRICA loans. Another 31% of the 
 value 	 of disbursements and 13% of 13a,.s
made 	were in the coastal departments, Lima, Trujillo and Tumbes.
 

3. 	 Distribution by Type of Farm
 

"PRIDA loans were utilized to finance 
 a wide range of farm 
operations ranging 
from 	fruit and vegetables, to dairy and beef cattle, to
highly integrated hog and poultry operations, to very complex feed mill 
operations. 
 Many 	farm operations have more than 
one 	enterprise and it is
difficult to categorize them by type 	 from secondary sources. Chapter VI.
C.1 	contains a classification and distribution by 	 farm type obtained from 
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Table 2
 

Distribution of PRIDA Loans by ICI
 
(As of January 31, 	1985)
 

ICI 	 Operations 


Number % 

1. BANCO CONTINENTAL 
 17 30 


2. BANCO DEL SUR 
 18 20 


3. BANCO NOR PERU 
 4 5 


4. FINANCIERA DE CREDITO 
 3 3 


5. BANCO POPULAR 
 8 9 


6. FINANCIERA DEL 	SUR 
 9 10 


7. INTERBANC 
 8 9 


8. FINANCIERA SUDAME RICANA 
 2 1 


9. BANCO REGIONAL 	DEL NORTE 
 5 6 


10. BANCO DE CREDITO 
 5 6 


11. FINANCIERA PERUANA 
 1 1 


90 100 


Source: Derived from information from COFIDE files.
 

Amount
 

US$ % 

1,456,049 34 

531,237 13 

479,085 11 

366,641 9 

295,210 7 

290,992 7 

250,762 6 

172,323 5 

187,840 4 

163,360 4 

17,462 0 

4,230,961 100
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Table 3
 
Distribution of PRIDA by Department
 

(As of January 31, 1985) 

State Cperations 

No. I 
Amount 

USS 10 
Vaiia No. 

I: Arequipa 

2. Lima 

3. LaLibertad 
(Trujillo) 

4. T~5es 

S. Tacna 

6. Piura 

7. Ica 
8. Puno 
9. Moquecua 

66 

4 

2 

4 

4 

1 
1 
1 

74 

8 

4 

2 

4 

4 

1 
1 
1 

2,451,938 

595,953 

479,085 

236,406 

156,401 

124,434 

99,142 
54,415 
23,727 

58 

14 

11 

6 

4 

3 

2 
1 
1 

Pamacolca 

Ocona 
Sicuas 
Vitor 
La Joya
Tambo 
Majes 
San Isidro 
.eji a 
Cam-ana 
Sta. Rita 
Acori 
S/E
Huayra 

Lurin 
S/E 
Sta. Clari:a 
Viru•iruI 

Sta. Catalina
TumbesS/E 

Locumba 
Sama 
Pago Silpay 

La Yarado
Chira 

Cieneouilla 
Alto Piura
Chincha 
S/E 
Turrilaca 

I 

I 
4 
10 
2 
8 
10 
6 
I 
2 
2 
1 

18
1 

3 
3 

1 

2 

I 
1 

1
1 

2
1 
I 
1 

90 100 4,230,961 100 

Source: Derived from information from COFIDE files. 
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.the sample of operations visited and interviewed. Chapter VI.C. also con
tains a detailed synopsis of farm operations based in the sample of 27 farm
 
operations securing PRIDA loans that were visited and interviewed.
 

E. Technical Assistance
 

The term "Technical Assistance" is not well 
defined nor delineated in
 
the Project paper. There is considerable confusion as to what constitutes
 
training, promotion and technical assistance. In the Project paper and the
 
loan agreement, two levels of "Technical Assistance" are stated; (1) 
COFIDE assistance to the participating ICI's to promote and carry out the 
program, and (2) ICI "assistance" to the subborrower to: a) help him sub
mit a 
loan application and, b) help him use his subloan more effectively.
 

A sum of US$ 
300,000 is provided for technical assistance to COFIDE.
 
In reality, this 
sum represents a training component, a promotion program
 
for PRIDA, and a project assessment -program. 
 A program of seminars and
 
training of COFIDE and 
IN personnel has been undertaken, although it is
 
far short of the required level of training. Expenditures on 'training 
were
 
approximately US$ Promotional
4,420 programs. were also conducted in
 
various regions of the country with varying results. The program conducted
 
in the Arequipa region 
was far more concentrated and effective than 
in
 
other regions. Approximately US$ 
 52,432 was expended on the promotion
 
program. The current PRIDA assessment program, of which this 
report will
 
constitute the mid-term evaluation, is the extent 
of the assessment
 

program.
 

A technical assistance plan for the utilization of the US$ 300,000
 
fund was a Condition Precedent. 
 Although a plan was submitted, it fell far
 
short of a detailed program that could be followed on a practical and
 
continuous basis. A 
more precise plan, especially for promotion, would add
 
a degree of continuity and effectiveness to the program.
 

A sum of US$ 500,000 is provided to develop a fund for ICI's to
 
provide "Technical Assistance" to sub-borrowers (farm operators). Again, a
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Condition Precedent was the provision of a plan for distributing and utili
zing the fund by ICI's. Although a sketchy plan was developed and submit
ted, it did not distinguish between training programs and 
actual technical
 
assistance to be provided to subborrowers. In effect, there is 
no detailed
 
plan for the utilization of those funds and, therefore, an ICI Technical 
Assistance fund was not initiated by the 'CI's nor the funds uziiized. 
Without a clear and definitive concept of the technical ass 4 stance required 
and a realistic method and 
source 
for the provision of such assis-ance, it
 
is highly unlikely that the sum provided will 
be utilized.
 

In the opinion of the Assessment Team, it is essential t-:at a clear 
distinction be made between technical assistance, training ard :,rmotion, 
and that plans for the utilization of the two budgceted items be develcped 
accordingly. 

F. Financial Evaluation and Status
 

1. Financial Resources 

The total value of the PRIDA Project was estimated at USS 35.: 
million. AID was 
to prcvide US$ 10 million in lcan 
funds and a U.S,
 
Zcmmerzial Bank was to co-finance USS 10 million. At :e request 
COFIDE, rertnment No. 1 cnanged tne USAID/GOP Loa,^;re,-ant, -_pcing th
term U.S. Commercial Bank by the 
 term U.S. financial institution. The 
Government of Peru 
was to provide USS 5 million and the participa:ing ICI's
 
and subborrowers, the remaining US$ 
10 million.
 

As shown in Table 1, only AID, the participating ICI's and the sub
borrowers have contributed to the project. The USS 10 million from the 
U.S. financial institution was not obtained and will not be available, in 
all likelihood, as a result of the Peruvian foreign debt situation. 

The GOP has not contributed to the program as yet, because of mcne
tary, program and budget restrictions. ZOFIDE and the GOP are in the 
process of negotiation to 
assure the availability of funds for the three
 
remaining years of the PRIDA project.
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As of January 31 of this year, AID has contributed US$ 4.9 million of 
which only US$ 4.3 million was 
utilized; therefore, USAID has contributed
 
49% of its total commitment and 65% of the total amount invested in the 

Project to date. 

The participating ICI's have disbursed US$ 680,000 of their own 
funds
 
which represents 13% of their total portion or 
commitment and 10% of the
 
amount invested. The subborrowers invested US$ 1.6 million 
or 30% of their
 
committed amount and 24% of the total 
invested in projects.
 

The agricultural investment fund includes US$ 
500,000 to finance local
 
technical assistance for subborrowers and US$ 300,000 to finance short-term
 
training, local technical assistance for the ICI's and project evaluation 
(Table 4). Only US$ 
56,854 of the US$ 800,000 for technical assistance was
 

used.
 

2. PRIDA's Fund Disbursements
 

During the first year of the Project there were no disbursements 
(Table 5). The Loan Agreement was signed on 
March 29, 1983, but failure to
 
meet the conditions precedent for disbursement of funds held up actual 
Project implementation.
 

In April, 1985, year two of the Project, a total of US$ 4.3 million 
was disbursed. Total Project value (PRIDA+ICI+Subborrower contributions)
 
totaled US$ 6.5 million. During year two of the Project, disbursements per 

The difference between the amount of expenditures stated here and that
 
shown in the table is due to COFIDE's payment and request for
 
reimbursement procedures.
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lahl. 4
 

Comlparative Sulnuary Cn t [Stint.I l.j adi Financial Plian 

(As or ,J-.iuriy 31. lOBS) 
(115$ 000)) 

AID Finaucidl InI. GOP (CIWI0.) ICI 's Suh- Itn,-V.,i "0OIAI. 
Application 
 Plan Actual 
 Plan AUra.tl 
 Pla. Actual Plan Arl"jal Plan A(InlaI Plan Actual
 

Ag. InvestmentFund 9. /I1) 4,230 10,nuo 5 ,(lti - 5,250 No11 5,250 Y.16tI 35 .?(}o b.508 

.Credit for onmlnruvemen % fart. 
(.,7M0(I) (4=? 1) (I0,01)0) (5,01111) (5=.?S0) (m ll) (sy"?',I) (" i'W) (34,1d1|) (i;. 

r- .Local iA forsub- jr.,c),,l 
( ',tI) 

.TeLhnical Assistance 
3,JI 33 

.Shnrt 

.Local 

Tprin Ii-,ininti 

TA for ICI's 

,I-''.) 

(I.", 

(LH) 

(13) 
lips) 

(12') 

(?u) 

(13) 
.Evaluation (50) -

(50) 

IOIAI 
 10.000 4.,63 10,01)0 5,000 
 5,250 680 5.250 
 1.598 35,200 6,541
 
Participation 
 11 65 28. 14; (I. 
 15" IG' 
 15 24' !00. 100Y
 

Note: 
 Ac tu.a I te:h ica ,iI S %(.Iw r,? ,.Ii inni oni , -in.iI pr(ifioit a'r. iOt ,'fl-,I,',in the I olu't 'Pa" when incurr,,d'Jill' t.,) II pi ,Ito,,. ,''Iti Iywi',r. , .I li',?T, .SLlt$ or-i'itiuI Selnnieil Ituius I1 IDA funl%. 

Sour ce: WiNWvd frui, jftoWtoin (tl(ll I IPr'. 



Tahl2 5 

Expected vs. Actual Disbursenents Per 
(As of January 31. 1985) 

(US$ 000) 

Calendar Year 

PROJECT YEAR 

AID 

BOP (COFIDE) 

Financial 
Institution 

ICI's 

Sub-Borrowers 

TOTAL 

Expe ted__Actua.l. 

1,040 -

bOO -

1,000 -

525 -

525 -

3,590 -

. 
Expected 

3.03o 

1,500 

3.000 

1,575 

1,575 

10,680 

... 
Actual 

4,263 

-

-

680 

1.597 

6,540 

.I .IV 
Expected Actual 

3,000 

1,500 

3,000 

1,575 

1,575 

10.650 

Exp.cted 

2,930 

1,500 

3,000 

1,575 

1.575 

10.580 

. 
ActuaI 

TOTAL Year (1+1 ) 
Expected Actual 

4.070 4,263 

2,000 -

4.000 -

2,100 680 

2,100 1,597 

14,270 6.540 

% 

105 

0 

U 

32 

76 

46% 

Annual Disbursements 

Cu rulative Disburse
ents 

l0 

101, 

0, 

0. 

30% 

40% 

18: 

18% 

30Z 

lox 

30. 

1001 

Year I = March 29, 1983 
Year IT = March 29, 1983 

- March 28, 1984 
- January 21, 1985 

Source: Derived from GOP/USAID Project Document and COFIDE's Client Folders. 



month averaged US$ 654,000. 
 Disbursal of funds was temporarily te,,minated
 
as of March 1, 1985 due to lack of funds as a result of the failure of the 
GOP to obtain co-financing and to provide counterpart funds.
 

G. Forecast of Proje2:t Status at PACD 

1. Financial Sources 

'
Under current economic conditions, and considering COFTf , P' s 
:etition to waive the cc-financing condi-ion, it is assumed trat t-',o U.3 13 
,i.lion co-financing co port of the Prcject will not be o_,tai-ed ;-d, 
therefore, will not be considered in the forecast. The USS 5 rilli:n LOP 
counzerpart funds should be avail able for years three through five and the 
rC. s anc suborr wers should :cr:irje to participate with thne-r "1. 

The PRIDA Project will, therefore, sustain a significant reduction in 
its total effective monetary value from USS 35.5 million to USS 21.S mil
iior, (without considering reflows) as a result of the lack of co-financing 
and a resuiting rediction in ICI's and subborrcwe-s contribuzions Tale
 
0). 

Over 650 of the funds disburseo to date ,nave .een "SA:a ! an -. rCs. 
At the PACD, USAID loan funds will constitute 46% of the total rrcject cost 
with OFIDE/GOP contributions constituting 23%. COFIDE/GOP participation
 
w:.s originally planned at 14%. The ICI's and sub-borrcwers partici:ion, 
as a percentage of the new level of the project, will be as expected. 

2. Financial Viability 

Regardless of the changes in the financial structure of the PRDA 
fund, it is still viable. The maintenance of value covenant, the obliga
tion of the ICI's to assume responsibility for loans in default and AID's 
promotional 
ratzs assure the financial viability of the Project.
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Table 6 

PRIDA Financial Resources 

(Us$ 000) 

Actual Forecast Years TOTAL 

Years I 
and 2 3 and 4 Project 

Amount Amount % Amount % 

* USAID 

Ag. invest. Fund 4,230 5,470 9,700 

Technical Assistance 33 267 300 

TOTAL 4,263 65 5,737 37 10,000 46 

*GOP (COFIDE) - 5,000 33 5,000 23 

ICI's 680 10 1,534 10 2,214 10 

* Sub-Borrowers 1,597 25 3,068 20 4,665 21 

Source: Derived from COFIDE/PRIDA Records.
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3. Expected Disbursements of the Fund 

Given the new financial level of the Project, based on experience
during its first year, and considering the changes that were recently in
troduced, the Project Fund may be expected to have been completely cis
bursed in years three and four of the Project. It is expected that during 
year three a total 
of USS 5.3 million will 
be disbursed, 19% "ess than year
two (Table 7). However, the expected disbursement for year four is US$ !0
million, 53% 
over year two and 46% of the total Fund. Fund reflows and the 
contributions' the GOP will make to 
comply with the maintenance of value 
cove- n:, bewill avaiIable for di sbrserent tne last year of ., 
continuing for several years thereafter. 

H. Important Factors Overlooked in Project Design 

In the Cevelopment of the Project, several factors having direca 
bearing on success eitherits were overlooked or assumed to be of minor 
importance. several miscalculations were made concerning the capabilities 
and desires of the participants in the Project. 

The most important factors overlooked or "misread" are as follows: 

-. In Projec:t Checkl ist, Sereral Cfiteria for Froject -r..ex-,

Exhibit B), it is stated no
that further legislative action is required.

For this Project to achieve its total 
 objective of encouraging commercial
 
banks to become a principal source 
 of credit to agriculture, it is impera
tive that chances be made in the agricultural sector legislation affectinc 
the banking system. At present, "The Organic ofLaw Banco Agrario" -

Legislative Decree 201 -
No. gives Banco Agrario a "global lien" over the
crattel property of the farm, including its present ana future chattel.
 
(See Chapter VI.B.8 a more
for aetailed review of the legislation). 

This is an indirect but effective deterrent to commercial banks pro
viding loans to farms with 
a Banco Agrario loan. 
 Of more importance is the
 
overall effect the Itof law. forces commercial banks to consider only
non-farm collateral. If a bank were to give a loan to a farm operation and
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Table 7 

PRIDA Actual and Expected Disbursements 

(US$ 000) 

11/ 2 3 

YEARS 

4 5 

TOl Al. 

AID Investment Fund 4,230 1,641 3,829 0 9,700 

Technical Assistance 

AID 

33 

4,263 

80 

1,721 

187 

4,016 

0 

0 

300 

10,000 

GOP (COFIDE) 2,000 3,000 0 5,000 

ICI's 680 532 1,002 0 2,214 

Sub-Borrowers 1,597 

6,540 

1,064 

5.317 

2,004 

10.022 

0 

0 

4,665 

21,879 

Annual Disbursement 

Cummulative Disbursements 

I/ There were no disbursements 

2/ Reflovis are not included. 

30\ 

30?, 

in Year 1. 

24% 

54% 

46%. 

1001 

0 

0 

MOOT 

Source: Derived from COFIDE/PRIDA Records. 



take only on-farm collateral, the bank would have no protection cr real 
guarantee. 
 If the same farm were to take out a Banco Agrario loan at a
 
later date, Banco Agrario would have precedence over the commercial Dank in
 
all chattel and assets 
of the farm even though the commercial bank "was
 

te first."
 

2. In the Project paper, a strong case was developed that tractors
 
would be the major item 
for which loans 
would be made to farmers. It also 
S:5tet that "tractors are attractive as self-collate-al." First, .ars ,
trac-rs mAe up only a very sMall portion of the amount of 1cans. 
 ec.nd, 
if ".he fam, has a Ban:o A.-rario loan, the tractor becies aut.-a-.i'aiy
 
part of the -hattel of
lien -5anco Agrario. The ccjrercial bank lerder
 
c.uld file a "special claim" with Danco zrario to "eccver trac-or cc.,!la
toal but the red tape for the cr-,,er:ial sank is e r urn_.e 3 :1 
Arario would have thestill first rights to all chattel. 

3. Another important factor is t..e matter of technical assiszace 
and the capability of a commercial bank 
to fulfill an agricultural e,en
son furcticn. First, a commercial bank is not likely to take or, z 
cc,,pletely foreign to its commercial 
role. Second, it is not conceivable
 
t,at eacr, bank wo2 d be able to 
emDloy tre tennnical exPertise re.-.'- to 
ca~r-, out egricultural ex-e -ion. Tec.nical ass 4 stance fund: a-e is. e,: 
as 
to the type and effective location or 
source 
of technical assistance to
 
the farm borrower. 
 Commercial banks should have an agricultural loan de-

Lartamnt and agricul tural 
loan officers with a knowledge of acr4 ,culture. 
Beyond this, co,mercial banks should not be asked to undertake a meaningful 
agricultural extension role.
 

4. It is also imprcbable that farmers would seek out or heed 
wSricultural advice commercial banks. It is even morefrom irrprooaDle that

Farmers would "pay" for technical advice. To the .gricultural community, 
igricultural extension is a free commodity. They have not paid for it in
 
:he past and, ,n all probability, will not pay 
for it now. Some farm oper
itors do out expertise in certain areas in which they 
feel expert
 
ssistance 
is necessary by hiring consultants. In these cases, the farmer
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seeks out the best that is available. Individual banks will not be able to
 
obtain the highly qualified personnel required to provide meaningful ser
vices to farmers. These factors, overlooked or "misread" in the design of
 
the Project must be considered and steps taken to correct and/or to re
direct them.
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Chapter VI
 

PROJECT PERFORMANCE
 

A. Legal Preferences/Restrictions Related to Guarantees for Agricultural
Loans 

A detailed legal study of the system of guarantees used as collateral 
for agricultural loans and the implications for agricultural lending by
private banks was made by a local firm. It is attached as Annex B. The 
most significant points of the report, relevant to the PRIDA Project, are 
summarized in thi- subsection.
 

The freedom to contract privileges provided 
for under the Peruvian 
Code of Civil Rhts, are restricted by specific legislation for the agri
cultural sector, i.e., the Agrarian Reform Law approved in 1969, the 
Agricultural Development Promotion Law of 1982, and the Organic Law of the 
Agricultural Bank of Peru, as modified in 1982. 

A distinction must be made between "natural 
persons" (individuals) and
 
"legal persons" (entities). The banking system may lend to agricultural 
producers, who may be either natural persons or legal persons (entities) 
that are dedicated to agricultural activities. 
 Ownership and possession of
 
agricultural land, however, are restricted to natural 
persons. In the case
 
of legal persons, ownership and possession of agricultural land are re
stricted to entities organized in associative forms, in which decisions and
 
profit distribution are unrelated to capital structure, but rather carried
 
out in proportion to the number 
of members (i.e., only collective farms,
 
such as agricultural production cooperatives or the 
so-called Agricultural
 
Societies of Interest theSocial and traditional native communities). 
Typical corporations may agricultural land.not own 

1. Guarantee Preferences and Restrictions
 

a. In accordance with the Agricultural Development Promotion 
Law, BAP may demand as collateral to guarantee its loans 
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only (1) an overall lien on present and future . ir 
the case of short-term production loans, and (2) a -nattel 
mortgage over the goods financed, in the case of r,,eVi;t, and 
long-term investment credit. The law states that AP may 

in no case require additional personal guarantees or 3oodE 
ro: ir':'.ded in the pr'-Juccior, ;nt .:mpii-i:ly,:,vr 

cial tanks are permittec to r .jire additional
 

and, therefore, they do.
 

. S-al- and meaiiru,-scale aoricu.,tural prcu:ers .e :rs 
ereC, y 'law, to ppersons c-cica:eo to -:- " 
activity whose -ro.s a-,ual ince dees no :r 
equivalent of 500 times the mn 7r, annual wace {c'rr etly 
about USS 50,000). P meciumscale producer is .:r':e, as 
arrucer .hat .ceese -,-,at Mijt. As a -. 

Agrarian Reform Law, there are no large-scale rm., :: er 
than the collective farms. Small-and medium-scale pro
ducers are not permitted to mor-.age their !:,d, fixec 
irstallations on the land or existing construc '.:r aSs:oi
l .teral for agricultural 1cans. ,c.'ever, %:.ev-e e,T
ted tc use farm mortgaces to cuarartee credit oca-:aions 

otner "nan ".nose o ,-natingf,-cm ac-icul:ua' 
.ino i- .s en l o ans . Far m ., t e e ra ve or -.e 

pr arily as guarartees for the acquisition of far,.s fr 
che Bureau of Agrarian Reform. 

C. 
 The agricultural production cooperatives and o:ner 1.pes 0'
 
collective farms are permitted to mortgage their agricul
tural land and other fixed assets only to Gover, r ent :evel
opment banks and only in relation to loans or cuara,-tee; 
provided by such state t.rks. 

d. BAP is authorized to provide guarantees for agri-ulitura. 
producers for loans from other banks and financial com
panies. The National Financial System may guarantee
 
foreign loans to finance agricultural activities.
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A major restriction to agricultural lending by entities of the 
Financial System, other than BAP, is the agricultural legislation which 
practically gives BAP a monopoly in securing loans with chattel mortgage or
 
lien or actual and future production. 
 Contrary to the principle that any

lien must indicate volume, kind and value, the BAP law establishes that the
 
agricultural lien in favor of the BAP may, without specification, be placed
 
on present and future goods. Another article of the law states that the 
lien may be constituted in a global form over all the production of the 
farm, during a given period and up to a given amount, for the purpose of 
guaranteeing all 
the loans that the borrower may contract with BAP during a
 
specified pe.riod. Moreover, contrary to 
articles of commercial law estab
lishing that the priority on the right over third parties with respect to 
chattel mortgage is determined by the order of inscription on the Public 
r..-ister of liens and mDrtQces, an article of BAP's law establishes that 
liens in favor of BAP nave first priority. Another article states that 
liens in favor of BAP do 
not need to be registered in the Public Register.
 
Other banks or commercial houses may obtain relief from BAP's preferential 
rights over goods by requesting BAP to postpone its 
preferential right by

participating in the respective contracts, or by obtaining certification 
from BAP that the goods offered as collateral 
are not liens in their favor.
 
Either option, for other banks or 
commercial houses, is extremely difficult
 
to carry-out.
 

B. Maintenance of the Value Covenant
 

A covenant, in the Project Loan Agreement, between the GOP and USAID
 
requires 
 the GOP to "maintain the value of the agricultural investment fund 
at an amount of Peruvian soles equivalent to the US Dollar value of the 
fund upon initiation of lending activities, and make annual capital con
tributions to the Fund to compensate for any losses in value during the 
previous year." 

The first year following the signing of the Loan Agreement, it was not 
necessary to evaluate the Fund since there were no disbursements. Follow
ing the second Project year, however, an analysis of the value of the PRIDA 

54
 



Fund snows that, during year two, there was a ma"or reduction ir t ,! r 
value of the Fund. There was a loss of approximately USS 2.1 million, or 
4a% of the amount disbursed by USAID (Table 8). The loss can be attributed
 
to the negative rates of interest charoed 
for loans and to the deposits of
 

MKIDA funds in 
local currency non-interest bearing 
accounts as required oy
 
'ID. CCni.-"as :'np!'ed 

*ff,9 
w
t.a, 

4tn the "SAID requirment (n;:e-.e r 6, P. 17, - - .. .t e 

zposited into a separate non-interest bearing project bank account and rav 
be used only for eligible Project disbursements." COFIDE follcws tne same 
Doii:v for Fund reflcws. 

The balances of the local currency norn-itteest b-aring ac s 7roir 
Ncveber, 1983 to March, 1925 sustained a loss of US$ 816.000 or 33% of the 
total loss ( . Dendix F). COFIDE has re.:eived "'uds in .dvance f.,.n '!%IZ 
aed will pros:ably cortin,-e to do so. 7nezfcre, if - . re ,o: .. 

.ursed it isi.irmediately, necessary that tne account be either an interest 
bearing account or a hard currency denominated account to protect funds 
from devaluation. The same policy should be foli,.ed for the .an,eent o' 
the Fund reflows. The possibility of trie Central Bank paying interest or 
the -eposits of tne Fund should be explced. 7he a ...u air.ed will be 
,eneficial for the negotiations COFIDE will undertake with the Central 
...... ,, e.t to scrpIy qith tne a.'n era.n:e cfof e . , e 

The l arcest portion of the loss in value of tne Funa, 62., is azt.tri
buted to the difference 
between the effective rate of interest c ,arced for
 
---2,A icars and the devaluation 
 of the local crrency a:a-ns:- "
 
o~lar. The replenis ,ment of the US$ 
 2.1 million should be undertaken by
 

tne GOP during year three of 
the Project. However, there is no amount
 
specifically budgeted by 
 the GOP for fiscal 1985. 

qcardiess of the changes introducec in ,KDA lending ra:es, e GQP
will be obligated in the following years to contribute to tne Fund since 
the new interest rates are still 
negative with respect to the rate of Soles 
devaluation. Yearly estimates of probable annual losses should be cal
culated in 
advance of the preparation of the GOP budget and com.,,unjcated to 
the Ministerio de Economia y Pinanzas to assure that the replenishment of 
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Table 8
 

Analysis of the Value of the PRIDA Fund
 
(As of March 31, 1985)
 

US$ 000
 

Total AID Disbursements 
 4,880
 

Less:
 

Total PR!DA Loans (COFIDE S/. 17,984

million (8,277 S/./1US$) 
 (2,173)
 

Total reflows (principal + interest)

kept in Soles non-bearing interest
 
accounts PCVS interest receivable
 
S/. 2,725 million (8,277 S/./1 US$) 
 (329)
 

Balance of funds received from AID not
 
yet disbursed S/. 1,879 million
 
(8,277 S/./i US$) 
 (227)
 

Net loss of value of the fund 
 2,151
 

Source: COFIDE/PRIDA cash flow and accounting records.
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te losses is in:uded in the budget; rhe :-me procedure should be foll.:we 
to assure that :apital contributions are also included in the yearly GO 
budoet. 

The G'OP c;rritut.::ns f,-:T Me-ived -ue .. tie r.a--:e of 
wouid in.---Eae e -early livel of riisbur s ii.-:v durir.
 

-re, four anc five of the Pr,ject if the terance of0.aivalue ccv-. 

honored.
 

d~ , I s 

COF PIDA Organization and raent 

, . e~e - igm ' f t:+,:= ''.5 
G .-- : , r:.
 
"
Vies , :A with its as 1z orcanization, ,.-ertand s,-,p ices
 

During its twelve years of existence, COFIDE has continually developcQ, 
nsti tutionally, throuch a sumstantial inves ent in it's hTan eso r s 
: , efforts tc p~oject its services and c',1d i-,e or, wi-hir t.e :c'--v 
a",c' i 'e--ti_'~nlly .' rreitiv, there are 7-1 -e.:pe --
rearly 350 
of norn are professionally trained, 
and a third of niom have
 

c;:r- c~, e]
i .e: , -' i 
 -. '- -
' ... ..- e 
-. . .r " " - :
 

t-ugh partici-ation in eriocic ex trrnal c 

. 

2ses, s- ars, anci u ver
sity level scholarships.. Responsibility for i-s:i:tici al de e opment 
re;s , a T ai ing e- th.at , in . r, .7--:-..---
of Persornel and Labor ;Eations, establisr.es a traii no policy, 

A Committee, consisting of the General Manager the c- CeItral
ana 
Division ,Managers, has been constituted to undertake corpo, ,;nring..
 
This Comrnittee is the principal decision makin 
 -oav Of :h- ::r:-izr, 
COFiDE's operations are decentralized tnrough a networK of Regional
 
Branches and Credit 
Committees and have a substantial level of a,'onomy for 
the approval of loans up to USS 250,000. Trere are now cr-,, :.,mittees
 
at the Trujillo, Arequipa, Piura, Chiclayo and 
Iquitos bran-hes.
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Other recent improvements in COFIDE's operating efficiency include the
introduction, in 1983, of a computerized information system and word processing equipment. 
 A new office of 
Credit Supervision, reporting to
General Manager, the
 
was also established 
 provide periodic
to and permanent
portfolio management and control, among other duties. 

The PRIDA project is administered by the Fiduciary Fundscoordination with thE 
Division inBranch Offices Division, both of which 
are under the
Central 
Division 
for the 
Intermediation 
of Funds.
performance reflects 

PRIDA's satisfactory

the organization 
and management capability of COFIDE
and the assistance and supervision of the USAID Mission in 
Peru.
 

There are 
weak points 
in the management 
and administration 
of PRIDA
 
These include: 


that can be identified and corrected. 

with agricultural (a) a lack of stafftraining or experience at the headquarters and Branchevels 
to assist the loan officers, the ICI and the beneficiariesrespect to preparation withof applications, evaluation 
supervision of operations financed with PRIDA loans; 

of the farm plans and 
(b) the lack
priate vehicles of approat branches to pdrmit loan officers 

undertake to visit farms andevaluation and supervision of loans; andoffices, (c) in some branchsuch as Trujillo, Chiclayo and Tarapoto, a lack of sufficientinformation available to 

loan applications and 

ICI's concerning procedures for the preparation of

information 
required. 
 In general, additional
ing trainfor loan officers of ICI's and COFIDE personnel is required to achieve
a more consistent and efficient system of servicing loan applicants. 

2. Impactof Projecton 
 Institutionalization 
of PRIDA Within COFIDE
 

PRIDA is COFIDE's first line of credit for agriculturaltion. Agricultural produclending is a new area of lendinginstitution in 
that every financialPeru will have to examine, given that the agricultural sector has been politically defined as 
the principal 
sector to be developed by
the Government and the private sector.
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To date, COFED''s experience has teen mainly in tne industrial, mini-i
 
and construction sectors, 5oth private and public. 
 Most of the inter-ne,:.
 
tion lines and funds they 1anage 
are oriented to these types of activitie3.
 
Anot0her line of credit in the agricultural sector, although not for rari• 
C'p 
razions, is the Rural Development Agribusiness Fund (FRAI). 

fiar a.-a- 4it, the azicul ural sector =nd with r)e att,.ce4
 
-,:'veria! tanks 
 toaras tne se--tor. CYF:DE now has a better gerse':i.e 

- r. , :s

.;ne of -he -a or nro r,s t - at must te ccrrected tn-nu-,j ,-7.7t,- iseh 1 3 Kc f 'rde-2r E an d4nc f.7e um. on er
 _. ,.c-
 in. of ,iun- an lO--erm ;re:-- , t --_i -ie:-ctv-
, 

Cr- , -as el . eS t -. ' " . . .... 
exper-' ce Cf tre PR'DA project has exposed C.-iE-"'s pers:onnel -cthis.-;e 
of credit, but training for ICI crecit officers and COFIDE personrel must 
De irtensive and continuous if they 
are 'zo be effective lenders.
 

' 'ua'.y a.nd .A-vei2abi'i, e~ Te nia - ..a -- ' 

Util izea 

The weakest part of the entire PRIDA project is tne tecn
ni-ai assistance o. oent.e The :wo ,-a-cs son. ;- "s 
we5ness are; (a) a fal-Jre to prCper y tisti-;-ish "t.,:e!! 
techni:al assistance, training, pr m0:ion anc r:p: as
sessment, and ( ) within 
a workable definition of technical 

assistance, to realize the im4:pr::,a i , of T'S r,.v i 
technical assistance /extension) to farmers.
 

Two of PRIDA/COFIDE's major roles are the promotion c. t::e 
PRIDA loan facility and the traininq of R'A,'CO.=iDE per
sonnel and ICI personnel in servicing lzan requests. I," 
actuality, there was no technical assistance ,evope: or 
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utilized in the project. There were, however, training 
programs conducted and promotion programs undertaken.
 

Training
 

i. A training program consisting of five seminars and four
 
conferences was held in the months of February, April 
and May of 1984. One seminar and one conference were 
held in each region, 
except Trujillo. Approximately
 

US$ 4,420 was expended on Lne training programs.
 

The training program undertaken by PRIDA/COFIDE was ef
fective, especially in the southern region, 
in intro
ducing the program to ICI's and in training of local 
bank personnel. The program, however, did riot have 

continuity. 
 In the northern regions, it fell far short
 
of providing sufficient training to local bank person
nel. PRIDA/COFIDE did 
not employ personnel with a
 
knowledge of agriculture as loan officers or resource 
personnel to supplement or assist local banks in 
working with agricultural projects. 

PRIDA/COFIDE personnel were also greatly limited in 
their ability to follow-through on loans and to make 
periodic assessments of loans granted 
because they did
 
not have access to appropriate vehicles 
to visit the
 

subprojects. 

It is imperative that PRIDA/COFIDE employ personnel in 
fairly senior positions that have an understanding and 
working knowledge of agriculture. Such personnel 

should be utilized in training programs, in reviewing 
loan applications, and in making periodic assessments 

of subprojects. Appropriate vehicles should be made 
available at branch offices, and regular visits made to 
all subprojects. It is also imperative that training 
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programs for "I pers=-^.li ad PRJ:. : E!,-D:e 
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ii. TechniCal Assistance 
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loan departments. This type of technical assistance 
can be obtained from specialized sources, either in 
Peru or from foreign sources.
 

Farm operators require a broad spectrim of technical 
assistance ranging 
from advice on general production
 
problems to advice of an extremely complex and tech
nical nature. 
 This type of technical assistance is not
 
easily obtainable, nor are there numerous individuals 
available that can be employed by local 
banks.
 

COFIDE could, however, develop a core of agricultural 
experts that provide
could services to ICI's and to 
subborrowers. This could be undertaken as speciala 
department of COFIDE or could be undertmken t-'rouh an 
outside agency. Because agricultural expertise of an 
in-depth nature is a relatively scarce commodity, a 
valid technical assistance program would have to be 
undertaken from a central agency rather than from ten 
to twelve ICI's. 

b. ICI's
 

No technical assistance was provided to utilizedor by 
private commercial banks. training wereSeveral seminars 
given by COFIDE. COFIDE personnel gave some assistance to 
bank personnel in the preparation of loan applications. 
This is not considtred to be technical assistance, rather 
normal working procedure. A limited promotional program
 
was also conducted by COFIDE, with limited impact.
 

The ICI's had no "in-house" technical experts, nor even 
loan officers with knowledge of agriculture. Although 
local banks realized the importance of having agricultural 
loan officers, and planned to employ them in the future, 
providing technical assistance to subborrowers (farmers)
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represents 63% of COFIDE's total liabilities, a laraer portion than the 
respective 56% of 1983.
 

Total income increased from 219,523 million Soles 
in 1983 to 543,939
 
million Soles in 1984, an increase of 148% for the year. Revenues from 
loans grew by 1860 during the same period and represented 90% of the total 
income. Total operating costs. grew by only 136% and operating inccne sur
passed operating costs by a higher margin. 
 Provisions for bad debts for
 
1984 were 166,569 million Soles, 
210% larger than last year, reducing net
 
income from 3.5% of total 
revenue to only 0.5%.
 

5. C.FIDE's Nominal and Effective Rates of Interest
 

COFIDE is actually lending in local and foreign currencies; the 
sc.rce of the funds dete,mines whether the loans are denci rated in either 
Soles or foreign currency. Each line of credit in COFIDE has its own 
interest rate and repayment term. The cost of foreign currency denominated
 
loans is continuously updated as the sources of funds change their costs.
 

Interest rates for the Soles denominated loans are fixed within the
 
Central Bank limit and are continuously revised. The system known as the
 
"indexed system" 
 is also used by COFIDE for their Soles denominated loans.
 
In the indexed system, the principal 
 amount of the loan is periodically 
adjusted by the average Consumer Price Index (CPI).
 

The current nominal and effective interest rates charged for each
 
COFIDE Intermediation line and their own resources 
are included in Table 9.
 
The rates are calculated considering the nominal interest rates, the com
missions charged and the payment mechanisms.
 

6. 
 PRIDA Lending Policies and Procedures
 

Lending terms and conditions of PRIDA loans are set forth in the 
agreements between COFIDE and the ICI's and are detailed in PRIDA's Credit
 
Manual and Procedures Manual, both of which are publicized and distributed 
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to the ICI's. The most significant aspect of PRIDA's policies and 
procedures are as follows: 

a. Beneficiary Eligibility Criteria
 

i. PRIDA
 

Any natural or legal person wanting to invest in agri

cultural development projects may be an eligible PRIDA
 
borrower. The manual states that the borrowers may be
 

small-or medium-scale farmers, owners or tenants and 
associate entities specialized in agricultural activi

ties. Based on this, agroindustries related to the 
borrower's farm activities are also eligible for PRIDA 
financing. In theory, projects that contribute to 
creating new jobs and those with intensive labor util
ization would have priority. There is no mention of 
preference for projects involving production of non
traditional exports nor for food crops. 
 Itis indica
ted, though, that PRIDA will not finance investments 
for the production of sugar, palm oil and citrus for 
export. 

ii. ICI's
 

The ICI's are not familiar with medium- and long-term 
development credit. Their experience is in short-term
 
operations that are granted on the basis of either 
collateral or the capacity of the borrower to repay 
regardless of the credibility of the project that is 
being financed.
 

This was found to be true for PRIDA sub-loans too. 
Commercial banks perform projected economic and fi
nancial evaluations of the projects to comply with 
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not to assure the economic 
COFIDE's requirements, 

but 
inICI's are 

and financial viability 
of the projects. 


to their
mainly
resources
of providing
the business 

not to new subandclients,or potentiallong-term 

with potentially profitable 
and high socia. 

borrowers 


impact projects.
 

ascollateral 
have accepted different types of 

ICI's 
urban property,includingfor PRIDA loans 

-guarantees ofdollar certificates
and bank guarantees,personal 

and far-11 lo 4.n that 
and equipment,deposit, machinery 

:y tle 
most widely requested

The collateralorder. ty.YFifty
urban prope 

ICI to cover PRiDA subloans 

was 


three out of the 90 operations 
were guarantee: by .',is
 

type of collateral, either with or without 
oth;.r ferms 

of guaranties.
 

attractiveequipment are not
and agriculturalFarmland 

as a resultlimitations 
as collateral because of legal 


Reforma Agraria laws (See 
of the Banco Agrario. and 

Chapter VI.A.1).
 

b. Subloan Amounts 

for a maximum ofsuDloansto approveauthorized
IC['s are 
working capital is i~cl:ded in the 

noUS$ 100,000, provided 
working capital

of USS 100,000 including
Subloansloan. for amountsloan) and those ex

to exceed 40% of the
(not 

USS 100,000 require previous evaluatioi and approval 
ceeding unu-a195,
 

Out of 92 subloans approved 
of COFIDE/AI.D. average

100,000 maximum, with 

an 
seven subloans over the 

US$ 


of US$ 220,000, have been 
approved.
 

67
 



C. Interest Rates 

Interest rates for sub-loans financed with PRIDA resources 
are established in accordance with Central Bank (CB) 
requirements. Within such regulations, rates are subject to 

periodic variations determined by COFIDE. PRIDA offers to 
the subborrowers three types of loans: (1) fixed rate in 
Soles, (2) fixed rate in US$; or (3) principal adjusted in 
Soles by the Consumer Price Index (CPI). All but one of the
 

90 subloans made up to January 1985, were of the "fixed
rate-in-Soles" type, which had an annual effective rate of 
63.5%. As of February 1, 1985, Central Bank increased the 
ceilings on interest rates and accordingly COFIDE introduced 

modifications to PRIDA's interest rate structure as follows:
 

(1) The choice of any one of the three systems described 
would be available only for borrowers receiving sub-loans 
for up to US$ 30,000. Borrowers requiring amounts over US$ 
30,000 could only choose between Adjusted Principal System 
in Soles or US Dollar denominated subloans, (2) the effec
tive rate of interest for fixed rate Soles subloans, appli
cable to outstanding balances and new loans approved under
 
this system, was increased from 63.5% to 89.8%, (3) the 
nominal interest rate on Principal adjusted Soles loans was 
reduced from 5% to 4.5% over the adjusted principal re
sulting in a 132.2% effective rate considering the average 

CPI of the last twelve months, and (4) the interest rate 
for US Dollar loans was left at the previous rate of 11.46%. 
PRIDA, loans, as well as all loans made by the ICI's, are 
charged an 8% tax over the interest and commissions charged.
 

The structurt of interest rates under the PRIDA program, and
 
the nominal and effective rates charged by COFIDE to ICI's 
and from these to project beneficiaries is shown in the 
following table (Table 10). Note that ICI's spread is sim
ilar under both Soles demoninated type of loans. 
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Table 10 

Interest Rates Charged by PRIDA 
lAs of February 1, 1985 

_Fixed-Rate Soles Dollars Pri cipalAdjustedby CPiNominal Effective Nominal Effective
... __a_.. _ .... . ... __g ..Nominal Effective1
 

COFIDL to ICI's 
 64.0,. 81.06Z 

8% 8.24w 
 Index -0.5% 
 122.80z
[CI's Con mission (Spread) 5.5 8.74 

3 3.22 
 Index + 4.0ICi's to Beneficidries 9.40
 

69.5 
 89.5 

]! 11.46 
 Index + 4.5 132.20
 

Jute: The difference between nominal and effective rates comes from the fact that interest is paid or capitalized at the end at 
quarter periods. 

! Calculations based on index variation from 31/03/84 (index=314.51) 
to 31/03/85) (projected index 
= 698.90)
 
Source: COHIOE
 

http:index=314.51


Considering that the local inflation rate, as measured by 
the CPI, has been 111% during calendar year 1984 and is 
expected to be in the order of 150% during the calendar year 
1985, practically the entire PRIDA lending was made, and
 
remains, at a level well below the positive rate, in real 
terms. The impact of such negative rates is analyzed and
 
discussed in separate sections of this report.
 

d. Subloan Repayment Terms
 

PRIDA's Manual calls for subloan repayment terms of up to 
ten years, including up to a two-year grace period, with 
actual terms in accordance with cash-flow requirements of 
the individual subprojects. However, records indicate that
 
some of the ICI's (particularly Banco Continental) are dis
regarding the cash flow projections and have set the terms 
of the subloans made at a maximum of two years. Benefi
ciaries interviewed by the project evaluation team indicated 
that they had no choice but to accept such terms with the 
expectation of refinancing their loan or repaying it with 
resources other than Project income.
 

e. Subloan Guarantees
 

ICI's are free to demand whatever collateral is acceptable 
to their respective institutions. From the review of the 
loans made, all ICI's are demanding real guarantees in the 
form of mortgages of non-farm real estate, US$ deposits, 
other liquid assets or personal and bank guarantees. In
 
practically ho case was farm property accepted collaas 
teral. The major reason for non-acceptance of farm property 
isthe uncertainties about the possibility of executing such 

guarantee, in light of the unclear regulations related to 
the Agrarian Reform Law. Commercial banks are interested in
 
a borrower's overall repayment potential. Earning capacity
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and credit history are also important in considering the 
credit-worthiness of loan applicants. However, of greater 
importance at this time is the amount of "real" guarantees, 
defined as non-farm collateral (see Appendix D, Report No. 1 
guarantees taken under PRIDA lending). 

7. Potential for the Utilization of Loans at Indexed or Commercial 
Rates 

Traditionally, the bulk of credit to the agricultural sector has 
been provided b. BAP at concessionary rates of interest. This policy of 
lower than corTercial interest rates for agriculture has been, and still 
is, supported by the public and 
private entities of the agricultural sec
tor, by practically all of the political parties contending under the 
forthcoming elections for President and Congress, and by the people and 
entities involved in the production, processing and marketing of agricul
tural products. 
 The major reasons given for supporting such a policy have
 
been the need 
 for cheap food vis-a-vis the low purchasing power of the
 
urban population, the negative terms of trade 
of the agricultural sector, 
as well as the need to substitute domestic food 
production for imports to
 
increase agricultural exports.
 

During recent years, Central Bank and Ministry of Economy aut 'rities, 
supported by the policies of the IMF, World Bank and USAID, have tried to 
move interest rates charged by the Government development banks towards 
positive rates in real terms. The introduction of a system of charging 
interest in advance and on 
actual increases in nominal rates 
has not suc
ceeded. BAP interest rates for medium-term loans were increased from an 
effective rate of 63% in January 
1984 to 86% in November 1984 and to 138% 
as of February 1, 1985. However, since the internal expected inflation for 
1985 is estimated at around 150%, the BAP rate is still 
negative and about
 
30 points below the commercial rates. 
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Under these circumstances, it seems logical to conclude that as long
 
as there is agricultural credit available at concessionary rates of inter
est, the demand for investment credit at positive rates in real 
terms would
 

be minimal.
 

Even though it would be most difficult to quantify actual demand, 
there is no question that if concessionary credit were to disappear, there
 
would be demand for credit at commercial rates, mainly for the production 
of farm products (e.g., export products) less susceptible to adverse price
 
policies, inflation rates and other market conditions. This assumption 
is
 
in line with the experience under the only line of indexed agricultural 
credit, the Credito de Fomento Agropecuario line of credit handled by 
Central Bank. Under this program it took nearly four years to place a 
total of US$ 5.0 million, most of it apparently during periods when BAP's 
funds for credit were unavailable. 

8. Linkages to Other Agro-Industrial Activities
 

There are two projects of COFIDE/USAID, PRIDA and FRAI, directed 
at establishment of loan facilities within COFIDE, each with objective of 
increasing productivity and encouraging private commercial banks to become 
more involved in agricultural credit, among several others. Both facili
ties are within the "agricultural sector" in terms of objectives. Yet they 
are not necessarily related nor complemnentary. On the one hand a citrus 
juice procssor may obtain a loan from FRAI for establishing or expanding 
processing plant capacitity 
for the export of juice, but citrus producers
 
-nay not be granted a loan by PRIDA to expand citrus production for export. 

In most cases, it is virtually impossible and unnecessary, with any 
degree of rationality, to classify agricultural enterprises as "agricul
tural" or "agribusiness." To make both loan 
facilities more productive,
 
they should be closely linked and made complementary by targeting a partic
ular subsector to achieve a particular purpose. They can then be utilized,
 
in concert, to assist a subsector to achieve its full potential.
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is very small relative to the total
 
loan facilities 
The sum of both little impact, from a 

can make veryandof agriculture
credit requirements subsector, however, 

the
 
Targeted on one 
on agriculture.

macro standpoint, achieve the originalThey can 

can make a sizeable 

impact. 

loan facilities banks in agriculture. The 

of commercialthe roleof expandingobjectives 

assistance components 
of both loan facilities 

can be targeted and
 

technical 

manner.a complementaryutilized in 

D. Subborrowers
 

1. Characteristics of Subborrowers
 

farm loans granted by
of the 92 

farm operations out 
A total of 27 of the 

in the major regions 
were locatedThe farms 

were visited. receivingPRIDA of farm operations
representative
considered
and are
country all but three of the farm opera-

In general,


in the PRIDA Project.loans 
very well-run.
 

tions that were visited 
were 


the farm visits and is 
fromobtained 

The following i.nformation was 
(see Appendix C for 

applicationsfrom loan
by information

supplemented 

Tables).
 

of SubloansDistribution a. Geographic 

66, were in the 
of subborrowers,numberThe greatest the35.6% of

loans representedThese
Arequipa region. 

The 
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Lima area was second with seven 

of loans made.value had four; TumbesPiura each 
Trujillo (Libertad) and 

loans, and Tarapoto
Chiclayo
Ica, Moquegua,
Puno,
two; and
had and Tarapotoin Chiclayo(The loansloan.each had one 

were made after January 
1, 1985).
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b. Distribution by Size of Loans
 

The overall average size of loans made was $54,907. Seven
 

loans over $100,000 were made, averaging $209,807 and com
posing 29.72% of value loans Loansthe of made. under 
$100,000 averaged $41,843. There were 31 loans between 
$50,000 and $100,000; 21 loans between $29,000 and $50,000; 

23 loans between $10,000 and $25,000; seven loans between 
$5,000 and $10,000 and one loa.i under $5,000.
 

c. Socio-Economic Distribution of Subloans
 

Socio-economic distribution of subloans is difficult to 
determine. Farm operations receiving loans were smallas 
as one hectare in size. The largest percentage of the 
operations r,.eiving loans, 53%, were 10 to 50 hectare
 
operations. Over were to ten hectare35% one operations 
and 10.8% were over 50 hectares. It is difficult to 
classify these farms as small, medium or large because of 
the varying norms for regions and types of farms in Peru. 

The one common factor was the availability, in almost all 
cases, of off-farm coilateral. This would tend to place 
the loan recipients in a more affluent classification than 
average or normal farmers. Because of the type of colla
teral required by private commercial banks, those farm 
operators w:chout off-farm collateral are effectively ex
cluded from receiving agricultural credit. 

Although the operators receiving credit were not poor,
 
small farmers, that new land was brought into production 
and the farms in general were made more productive jus
tifies the loan tacility. Food production was increased 
and jobs were created. The loan facility made a positive 
impact from a socio-economic standpoint even though not 
directly to the average farm operator. 
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d. Employment Generated 

Although most of the operations receiving loans were
in stillthe process of implementing farm plans with the fundsreceived, a considerable amount of new employment had beengenerated. 
 In almost every operation, 
a considerable
amount 
of labor for construction and land preparation had
been utilized. In addition, the loans resulted in 
a total
of 155 full-time jobs, 92 part-time jobs and a Potentiallylarge number of jobs for seasonal harvest labor.
 

e. Distributionby Typeof Farming 

As indicated by the 
interview sample, 
over 
60 percent of
the farm loans were fruit and vegetable operations.these, 40 Ofpercent also had dairy or beef enterprises-
conjunction with their fruit 

in
 
or vegetable operation.. 
The
remaining 40 percent of the operations 
were livestock
farms, either dairy, beef, eggs, poultry meat or a com

bination.
 

f. Expertise of Owner/Operator
 

In the interview sample, SO percent of the farm operatorshad training and experience. Slightly 
over 38 percent had
no training, but had derived some experience from farming.Only two percent 
had neither experience 
nor training.
these, 75 percent hired 
Of 

a consultant or had the advice ofan agricultural consultant, 
 About 19 percentfarmers interviewed, of the
regardless of the degree of experience, sought out 
technical 
or CApert advice for 
their
 

farming operations.
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9. Length of Tenancy
 

Slightly over 46 percent of the fArm operators interviewed
 
were new owners, having bought their farms less than 
one
 
year previously. One half of the new owners were re

claiming land that had not been famed for over ten years,
 
since the land reform. The remainder were either starting
 
new types of operations on land that had previously been
 
farmed or were going to utilize rangeland.
 

Of farm operators who owned their farms for more than one 
year, 29 percent had owned their farms for one to five 
years, 42 percent for five to ten years and 29 percent for 
over ten years.
 

h. Farm Plans and Records
 

All of the farms inthe sample did have a general farm plan 
and maintained farm records, and almost all were adequate. 
This differentiates these loan recipients from other farm 
operators because most do not maintain adequate records. 
Next to a lack of non-farm collateral, inadequate records 
was the second major reason for banks not approving loan 
appl ications.
 

i. Markets
 

In the sample, 27 percent of the operations sold part or 
all of their products at the farm, 38 percent sold their 
products primarily to wholesalers on the Lima wholesale 
market, 15 percent sold their products in regional or local
 
markets, while 26 percent sold their products primarily to 
processors. (The percentage totals do not add up to 100 
percent because of overlapping). Only 15 percent of the 
farm operators indicated that they had a problem in mar
keting their products. However, those stating that they 
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with prices 

had no marketing problems later indicated their displeasure
and Price flui:tuationsnatives. 
 and a lackIt is obvious that not much is really known about
 
of alter. 

marketing and its role. 

j- Pupse Of Loans 

Over 6i percent of loan recipients

purchase utilized their loansfarm animals, toin additionalmost 
 to other items. 'In


every case loan funds were utilized alsovarious types to purchaseof farm equipment. Over 90 percent of the 
loans were utilized also for land improvement 
of Some type.
 

k. 
 Collateral 
Used 
for Loans
 

Fifty percent of the loans
of collateral 

in the survey accepted oneas sufficient typefor theone loan guarantee.loan was based Onlyon a
binations farm mortgage. The rest
of types of collateral. were con-•
 

Only 
15 percent of the
 
loans utilized the farm operation 
as part of the collateral
and only 15 percent of the loans utilized ,4rmpart of the collateral. equipment as
utilized Over 61 percent of theas sole collateral cIsor as partan urban of the collateral,home or property. 
 About
utilized US 58 percent of the loans
Dollar Certificates 


or deposits, bank
tees, corporation 
 guaranshares and third party cosigners

of as parttheir ccllateral. 

1. 
 Terms
o f Loans 

Loans ranged frcOm 25 months to 72 months with grace periods
 
from four mnrths to 24 months. All loans wererate type of a fixedin Soles. 
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m. Other Credit
 

Over 38 percent of loan recipients already had a loan with 
Banco Agrario or another institution at the time they
 
received a PRIDA loan. Over 38 percent also indicated that
 

they currently or previously had an operating loan. 

n. Method of Learning of PRIDA Loan Facility
 

About 31 percent of the interviewed sample had learned 
about PRIDA from advertising on radio or television. Seven 
percent had learned of PRIDA through friends. The remain
der, or 62 percent, had learned of PRIDA from their local 
bank.
 

o. Reason for applying for PRIDA Rather than Banco Agrario 
Loan
 

Over 69 percent of the sampled loan recipients indicated 
that the major reason for applying for a PRIDA loan was 
speed in receiving the funds or timeliness. Nineteen 
prrcent indicated that there were no funds available from 
Banizo Agrario and the other 12 percent indicated that there
 
was too much "red tape" in a Banco Agrario loan or they 
didn't want to become iivolved with Banco Agrario. 

p. Loan Disbursal Time 

Most of the loan recipients in the study sample indicated 
that the major reason for applying for a PRIDA loan was 
speed in obtaining the funds. Over 61 percent of the loans 
were disbursed in less than 30 days from receipt of the 
application to actual disbursement. About 15 percent of 
the loans required two months for disbursement while 23
 
percent of the loans required three to six months for dis
bursement. In two or three cases, the delay was due to 
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USAID/COFIDE approval because the loans were large. How

ever, the major portion of the loans requiring three months
 

or longer for disbursal were in the Trujillo, Tarapoto and
 

Chiclayo areas. 

q. Effectiveness of the Loan
 

Over 65 percent of the loan recipients in the survey 

indicated that because use of the loan they had achieved,
 

or-would achieve, the objectives that they had set forth in
 

their farm plan. Another 11.5 percent said that it was too 

early in their development program to tell. Over 2.3 per

'cent indicated that the loan had not helped them achieve 

their objective because by the time they actually received 

the funds they were insufficient, in terms of dollars, due 
to inflation.
 

Over 65 percent of loan recipients indicated that they 

would have no difficulty repaying the loan. The other 35 

percent said they would have some problems, partly because 

some of the loans were for the development of new land or 

new farms and required a longer term loan. Many were 

hoping for an extension of their loans. About 85 percent 

of the interviewed loan retipients indicated that they 

would require additional loans to complete their total farm 

plan. 

r. Farm Operators Opinion of Indexed Loans 

Over 19 percent of the loan recipients interviewed indica

ted that they knew virtually nothing about indexing of 

loans. Some 70 percent indicated that they were absolutely
 

opposed to indexed loans. One partner of one farm opera

tion Indicated that he was in favor of indexed loans (the
 

only farmer interviewed that was positive) while his part

ner was absolutely opposed.
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2. Extent to Which Subloans Have Met Economic, Financial and Social 
Criteria of the Project
 

The objective of the Project was to gain the participation of the
 
commercial banks in making medium- to long-term loans to agriculture. The 
incidence of the loans was to benefit the small to medium sized farmer. In
 
reality, it was expected that the actual beneficiaries would be the
 
medium-sized farmers.
 

The loan facility has achieved the objective of getting commercial
 
banks to make medium- to long-term loans to farm operators. To date, about 
11 different ICI's have participated in the Project. The recipients of the 
loans have been largely small to medium sized farm operators. These farm 
operators have not, by definition, been regular farmers, but rather inves
tor/operator/pntrepreneurs with a keen appreciation of agriculture. The 
banks have demanded large amounts of collateral (guarantees) of a non-farm
 
nature (urban property) which most of the regular farmers could not pro
vide.
 

From an economic and financial standpoint the loans have been general
ly sound, with almost all of the operations being well organized and poten
tially profitable operations. The loans have resulted in increased produc
tivity and the reclamation of farmland not used for ten or more years. 

Although from a social standpoint the loans were not generally made to
 
the traditional medium size farmer, they have been made for sound, well 
planned and managed farm operations and have resulted in increased agricul
tural production, 
increased labor utilization and an expanded agricultural
 
production base.
 

In the final analysis, the judgement of the social , financial and 
economic benefits of the project are positive. The loans have been put to 
good use and are in the possession of individuals with the capability to 
use them properly.
 

80
 



3. Constraints to Farmer Access to Medium Term Credit
 

There are four major constraints to farmer access to medium term 

credit; a) farm operators are not aware of the availability of the PRIDA 

facility; b) guarantees (collateral) of the type currently demanded by 

and of a more indirectbanks are not available; c) a more current problem, 

nature -- fear of indexed loans; d) the general inadequacy of farm records 

and planning. Although a program of promotion of the PRIDA facility was 

undertaken by COFIDE, it was insufficient to inform the majority of the 

farm operators. The banks generally believed that COFIDE should have 

been dispensed todeveloped a small and concise pamphlet that could have 

borrowers with monthly bank statements.
 

The second constraint is the major factor limiting access to medium 

term credit. Commercial banks are fearful of agricultural assets and value 

them very low. Almost all of the banks stress off-farm collateral as 

guarantees for farm loans. The amount of collateral demanded would appear 

to be excessive and generally consists of an urban house or property,
 

dollar zertificates, bank guarantees,* third party cosigners, stocks and 

other. 

Of a more serious and current nature is the expressed fear of farmers 

and of many bank pers3rinel toward indexed loans. All of the farm operators 

interviewed were adamant in their opposition to indexing. Several farmers 

stated that they knew little or nothing about indexed loans, but were op

posed to them because of the connotation of indexing to the rate of infla

tion.
 

With experience in administering medium-term farm credit banks, ICI's 

may, especially if encouraged by the various international agencies, reduce 

to a more realistic level the amount of guarantees required. Thie problem 

of informing farm operators of the PRIDA facility can be overcome by a con

certed promotional program including distribution by the banks of small 

informational pamphlets. 
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The question of indexing, however, must be carefully studied--espe

cially its impact on agricultural borrowing and agricultural development. 
Initiation of a total indexed loan program could have the impact of 
stifling agricultural investment and, therefore, agricultural development. 

A fourth constraint, lack of farm records and planning, is a serious 
problem in agriculture. Many loan applications were rejected because the 
farm operator's records were either non-existent or inadequate. Technical
 
assistance, in the form of farm management specialists, could help to 
alleviate some of this problem, at least for those farm operators who have 
a strong desire to develop. 

4. Impact of Subloans on Farm Operations 

A measure of the impact of PRIDA on farm operations on a macro 
level cannot be made. The size of the PRIDA loan facility is extremely 
smell in relation to the magnitude of credit requireJ for the agricultural 

sector. Its impact, therefore, on the sector in general is hardly notice
able. 

At the micro level, however, a subjective evaluation of the impact, 
derived from the farm operations studied in the sample, indicates a very 
positive impact. Nearly percent loans were new50 of the made to owners. 
Of these, most were bringing into production either land that had not been
 
farmed for many years (since the land reform) or land that was virgin and 
never farmed. Without the PRIDA facility, most of these operations would
 

not have been undertaken.
 

Over 85 percent of the 28 farms visited were considered excellent 
operations. Almost all were in the process of implementing their planned 
programs with the proceeds 6f the loans received. Based on program imple
mentation and on the high quality of the capital inputs acquired, it is
 
evident that the loans were being utilized in a manner that would result in
 
a significant improvement on each farm in terms of increased land area, 
increased productivity, improved quality of output, greater efficiencies
 

and conservation of soil and water.
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Of the other 12 to 14 percent of the farms visited, most had experienced problems ranging from floods to late receipt of funds. 
 Indications
 
are that the loans will have verya positive effect on these individual 
farm operation in ameliorating problems.
 

5. Adequacy and Impact of Technical Assistance on Farm Operatio s 

No technical assistance was provided to farm operations securing
PRIDA loans; No mechanism was developed, nor is it con, eivable thatmechanism could 
a

have been developed, to provide technical assistance via 
the ICI's.
 

Many of the farm operators receiving loans sought out and hired specialized technical assistance on their 
own. 
 However, the adequacy of such

assistance in some 
cases is questionable. 
 It is apparent that 
farm operators do need and want technical assistance. 
it is doubtful that mnit would

be willing to pay 
for it, if it were to be provided by the 
ICI's and
 
financed through loan funds.
 

The utilization of the technical 
assistance fund 
must be reviewed and
the provision of technical 
assistance redesigned. Through 
a reorientazion

of the program the technical assistance fund could be utilized m-ore pre
cisely and effectively and a 
 greater impact farmon operations could De 
achi eyed.
 

6. Efficiency of the Financial 
Mechanism in Relation to 
Subborrowers
 

The major criteria of efficiency, when related to agriculturaloperations, is timeliness.. A farm operator generally needs his loan attime it i9 requested. the 
A few days or weeks delay in receiving the fundsrequired to undertake a particular program often results in the failure of 

the program or the achievement of lesser goals.
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In Peru, the planned purchase of a capital good with loan funds can be
 
restricted through a delay of a few weeks in disbursement. A planned pro
gram of land reclamation or canimprovement be held up for 
an entire year
 
because of seasonal weather patterns as a result of a delay of a few days 
in disbursement of funds. 

In the majority of cases, loans have been expedited on a timely basis.
 
However, there do appear to be regional differences in the efficiency of 
the PRIDA loan mechanism. Most of the loans in the Arequipa and Lima 
regions haye been expedited quickly--most in 15 to 45 days. In the north
ern regions, loan disbursement has been extremely 
slow requiring three to
 
six months from application for the loan to actual receipt of the funds. 
In most cases, this has resulted in the achievement of lesser goals. The
 
Soles received in relation to the dollar value when received was 
inadequate
 
to purchase the planned equipment or to undertake the planned program.
 

In general, the farm operator in the Northern regions blames the bank 
for continually requesting more and more information and the bank blames 
the farm operator for slowness in producing the data requested. It ap
pears, however, that bank personnel in the northern regions do not under
stand the COFIDE requirements and procedures and do not 
utilize the credit
 
manual. In almost all cases, the question of collateral is taken up only 
after a loan request has been "approved" by the bank's central office in 
Lima and by COFIDE. 

New and streamlined procedures must be implemented and the farm opera
tor must be advised of all data required on the farm operation at the time 
of receipt of the loan application. The matter of collateral should be 
part of the loan approval process and should be pursued at 
its start.
 

7. Financial and Ecohomic Review of Subborrower Operations
 

a. Scope of the Review
 

The analysis of the financial and economic performance of 
the PRIDA subborrowers had to be reduced to a sa,1ale of 
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PRIDA recipients 
and 
an evaluation
as performed 
 of the financial 
analysis


by the ICI's for each credit Operation 

included
in the sample.
 

An actua? 
measure of the impact of PRIDA
financial 

Statements, on 
the subborrowers
including
net profit an analysor any ofOther liquidityfinancial
be made since most 

ratio analysis, 

Could notloans of the Operationsuntil late in 1984, 

did not receive theirthe andpresent a few asyear. lateAlso as anuarythe projects of 
implement are just beginningthe inprovement to programs.
 

b. 
 Calcupation 

of Internal 
Rates
of 
 Return
 

Financial 
and economic 

the 
ICd's and 

data of each Operation

COFIDE according is analyzed by
the toevaluation standardis done procedures

tion on a prescribed and
analyzed form.consists The inforaof projected 

salescosts in andconstant OP~rationSoles during the life Of the loan. 
net result
SInvestment
OF revenues and disbursement
(loan and is compared to the
Subborrowers 

ceeds) and participation
economic
the internal pro.
rate of
constant return (EIR) 
n
terms obtainea. 

Return (FIRR) 

The Financial 
 Inernal Rate
is Calculated 
by adding of

the tofirst the netexercise result ofthe proceeds of
service and 

the loan 
 andthe rate the debtof return calculated against
Subborrowers Investment. the
 

In the course of the evaluation,financial 

evaluations a significant 

numberwith conceptual ofwere round. A and Operativereview of errorsSign.lflcant EIRR calculationsnumber of operations showed thatand aSubborrowers Included

investments the loan prrr.eedsIncome, generating 

in the first year flow as
astronomlcally 

59, high EIRR.
58, and Go, all Operations


1,080% granted in Arequipa. 57,
 
a year. 
 had EIRRs of over
(When revised, 
the EIRR 
Obtained 
was 
only
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83%, still a good rate.) The mistakes reflect the lack of 
understanding of the evaluation mechanism on the part of 
ICI's and confirms the thesis that PRIDA loans are not 
granted on the basis of the soundness of the project, but 
are based on subborrowers collateral availability and their 
capacity to repay, whether the proceeds come from the PRIDA
 

funded project or any other source.
 

In the PRIDA application form, the FIRR is calculated using 
constant soles while current Soles are used for calculating 
debt servicing. In effect, this is mixing two different 
values of the Peruvian So" in the same calculation and has 
resulted in lower FIRR's obtained. This has the effect of 
reducing the value of the indicators to be used in credit 
evaluation. Both types of errors can be corrected by dis
tributing to the ICI's a simple manual explaining how both 
the EIRR and FIRR should be calculated.
 

Application forms and financial projections for PRIDA loans 
are generally prepared by the ICI's credit officers. Sub
borrowers provide the information required to prepare fi
nancial projections, but do not participate in or under
stand, the resulting rates of return and cash flows which in
 
theory should provide the basis to evaluate the Project's 
economic and financial viability. Any future training
 
program must include some financial trainlig.
 

c. Findings of the Evaluation 

The files of subborrowers in the sample were reviewed. 
Financial pr6jections and the basis on which the projections 
were prepared were evaluated. It was found that PRIDA 
subborrowers are conservative in their sales expectations 
considering the low projections of production levels and 
conservative future prices listed for their products.
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projections
the financial
prepared
officers
credit
1CI's 
 sales expecta
production plan and 


on the borrowers
based 

rates of return calculated 

are
 
The economic internal
tions. higherreturnrates of even

internaland the financialhigh terms.
of debt is negative in real 

as the cost 

operationsthe agricultural 
were 

overall,it was found that, 

This finding agrees with the views of the farm
 

profitable. The validity of the
 

operators based upon 
their experience. 


agrisince the price of
verified,of return cannot be

rates supply
not only affeced by demand and 

productS .scultural asSul',or uncertaintiesother variablesbut byfactors, disasters.
weather and natural 
price c,-,-ros, 


and revised EIRR's and FIRR's
 

The follCwing are the 
original 


for eight selected PRIDA 
loans.
 

Table 11
 
Intert.al
 

Economic Internal Rate of Return 
and Financial 


Rate of Return for Selected Subborrowers, 
Original and Revised R3tes
 

3,, NAL
 
P.EVSED 

FIPREIRRFIRREIR
OP. No. 
39.83
25.34
59.76
18.36
35 75.24
64.88
104.72
47.47
39 95.08
1,080.85
306.90
93.03
57 93.33
1,188.97
31.7.30
8 .09
58 96.75
1,128.37
311.61
85,01 
 97.24
59 
 1,142.54
312.97
85.23 
 48.85
60 
 67.13
251.80
63.13
70 250.97
89.45
250.97
85.20
82 


Derived from Information from CuFIDE'S Files.
 
Source: 
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Regardless of the original 
errors made inthe internal rates
 
of return, the PRIDA projects remain very profitable. 

For future financial 
 evaluations, selected subborrowers 
should be properly informed in advance to assure that fi
nancial information is available. Most farmers have some 
type of accounting records for legal, tax and bookkeeping 
purposes. They regularly prepare their financial statements 
only once, at the end of the year, anJ occasionally when 
they have to show them to a bank for a specific purpose.
 

8. Use of Loan Proceeds
 

From the 'sample of loan recipients, over 46 percent of the sub
borrowers were new owners of less than one year. 
 Among loans to new
 
owners, about 25 percent of the loans granted were utilized to bring into 
production new land or land that had not been farmed for many years. The 
other 54 percent of the loans were used to expand the production base, 
increase productivity and/or reduce production costs. 
 No loans were utili
zed to improve marketing capabilities.
 

9. Farm Capital Investment
 

In all of the operations securing loans, farm capital investment 
increased, either through improvements made in the land (thereby increasing
 
the value and productivity of the land) or through purchases of equipment 
or of livestock. The development of new or unused land and farms consti
tutes a 
new and additional investment in the agricultural sector.
 

10. Productivity
 

Most of the loans granted were intended to increase productivity
 
of the land or to increase the capacity of the operation. The impact of
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the loan facility of PRIDA 
was positive, especially in light of 
the per
centage of the loans used to bring 
new or unused farm land into production.

Of the operations visited, it was observed in almost all cases that the 
loans were well utilized, that the operations were well planned and that 
planned increases in production and reductions in cost 
of operations would
 
be achieved.
 

11I. p1 oement 

Employment- was or would be increased attributable to the PRIDA
loan, in virtually every operation. This is especially true ihere new or 
unused land was being brought into production. Most loans resulted in 
imnediate employment in construction and land preparation and continuing
employment of i long-term and seasonal (part-time) nature. The loans were 
directly generating 155 full-time jobs, part-time92 jobs and a large 
amount of non-quantifiable seasonal 
harvest employment.
 

12. Ability and Disposition of Farmers to 
Invest inAMricolture 

Ore of the most impressive observations made during the visits to
 
farm operations, 
was the positive attitude of 
the farm owner/operator
 
towards agriculture and the future profitability of the operation. Al
th-uch most of the farm owners/operators were not "far.ers" in the classi
cal definition of "farmer," 
 they were entrepreneurs, eager to invest in 
agriculture and create a profitable farm operation. Although most had no 
.raining anc little experience, they obtained advice from several sources 
or hired consultan-: on 
a continuing basis. 
 Almost all of the operators

interviewed indicated 
a keen desire to 
obtain additional 
funds to improve
 
the.productivity or capacity of their operations.
 

From the resppnses of 
farm operators and observations of 
the quality
 
of the operations, 
it is evident that farmers-operators are eager to 
invest

in agriculture inever. light of rapidly escalating interest rates and 
uncertain prices. One of their major problems is the length of the loans
granted. In those cases where new or unused land and farms were being
brought into production, long-term loans were needed. In many cases, the
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loans obtained were for only two or 
three years and therefore of insuffi

cient duration to achieve the 
longer term objectives of developing new,
 
highly productive farm operations.
 

13. Technological 
Impact of Loens in Reducing Costs and Increasing
 
Productivity
 

In most cases observed, loans were utilized to increase produc
tivity or to "create" productive farms through the acquisition of improved
 
equipment, the implementation of new techniques, or the reclamation of new
 
or unused land through the utilization of new techniques or high technology
 

equipment..
 

Most of the operations were in the process of implementing their farm
 
development programs. Observations could not be made of completed 
accom
plishments except in a few cases. However, from the manner in which devel
opment was being undertaken and the results observed in the 
areas com
pleted, it was evident that the loans were making a large impact. 
 The
 
observed use of new techniques included; irrigation technology (e.g.,
 
trickle irrigation), land reclamation (e.g., 
the use of a new technique of
 
flushing the soil to desalinize it); the construction of storages and pur
chase of feed milling equipment to reduce feed costs; and the acquisition
 
of implements (tractors, cultivators, etc.) to increase production, de
crease costs and increase productivity. These are technologies introduced
 

through use of PRIDA loans.
 

E. Impact on Non-Traditional Agricultural Export
 

The Project did not have, as 
one of its objectives, the development of
 
the non-traditional agricultural export subsector. The Project was in no
 
way targeting non-traditional agricultural crops or products. 
 In effect, 

Project funds were available for any type of operation, except those 
restricted by the special covenants. The breadth of activities undertaken 

-- rice, tobacco, nuts, fruit, vegetables, hogs, beef cattle, dairy, 
broiler and egg production -- gave the Project, in colloquial terms, a 
"shot-gun" approach. 
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Current policy emphasis is on the replacement of more traditional 
crops, such sugar cane
as 
 and rice, with non-traditional crops. 
 Current
policy also recognizes the importance and potential of non-traditional 
agricultural exports. 
 A great potential 
exists for the development of the
non-traditional 
agricultural 
export subsector, but 
a program of technical

assistance and credit coupled with an integrated program of development
based on 
a systems approach is required if the subsector is to achieve its 
potential.
 

It is probable that a program closely linking the 
PRIDA and FRAI loan 
Cacilities 
and targeting them on 
the development of the 
non-traditional
 
agricultural export sector could achieve a significant impact. The rela
tively small amount of loan funds could have more impact when targetedprecisely. moreThe technical assistance funds could 
be. redirected 
and used
 
more effectively in such fields as post harvest technology, farm management, production technology and marketing. 
 COFIDE, FOPEX or another agency

could be utilized 
as the source 
of the technical assistance and the cata-'
lyst to develop the necessary national strategies and programs to achieve
 
.he full development 
 of the subsector.
 

At the same time, 
 the original objectives of PRIDA and FRAI couldstill be met 
and, perhaps, generate greater interest in ICI's because the
program would be more specialized and oriented to dollar earnings. The
technical assistance provided though the central entity would be available 
to assist the local 
banks and work 
directly with the subborrowers -. both
 
farm operations and other "agri-business" activities.
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Chapter VII
 

LESSONS LEARNED AND SUGGESTED PROJECTS
 

A. Lessons Learned
 

Agricultural credit is a very special type of credit, greatly influ
enced by Government policies and laws that, at times, even negate consti
tutional rights and privileges. Agriculture is not only a basic sector of 
the economy, is viewed as ait also social aggregation of the disadvan
taged. As such, the agricultural sector is beset by pressures to achieve 
special, non-economic, objectives that refute the basic premise that agri
culture and farming is business. 

Faming and agriculture are business, however, requiring large amounts 
of capital and investment. For the sector to develop, large amounts of 
credit must be made available through the commercial and private sector.
 

Of great importance, and a major reason for optimism about the future 
of the agricultural sector and especially optimism about the future deve!
opment of the non-traditional agricultural export subsector, is the little 
known, yet highly significant new trend that we have seen in agriculture in 
Peru. There is, currently, an influx of young, aggressive "entrepreneurs" 
into agriculture. 
They are going into farming and buying or opcrating 15 
20 hectare or larger parcels of land. The types of farming undertaken 
range from rice to fruits, vegetables and highly intensive, sophisticated 
hog and poultry operations. The emphasis, however, is on fruits, vegeta
bles and dther non-traditional crops or products--those crops and products
consituting non-trLditional agriculture which are the basis of the non
traditional agricultural export subsector.
 

While some young entrepreneurs have training and degrees in agricul
ture, most have no training and little or no experience. Most are not, in 
the traditional meaning or definition of the term, "farmers." They are 
entrepreneurs with a keen interest in agriculture and a belief that their 

92
 



future is in agriculture and that, through the application of sound business principles, their farms will be highly profitable.
 

The same is true in related and 
 complementary areasThere are young, aggressive of the subsector.
and highly capable individualsexport field, entering thethe input supply field and other areastute the infrastructure that together constiserving the non-tradit;onal agricultural export

subsector.
 

These young people are intelligent, energetic,happen. They believe that they 
can and do make tningscan 
learn what is required about agriculture and marketing and seek out advice 

available. and hire experts when they areFrom the 
professionalism 
exhibited,

succeeding these young people are
and will 
 be the backbone of the 
non-traditional 
agricultural

export subsector.
 

B. Suggested Projects
 

1. Project No1 - The Development of the Non-Tr.ditionalAgricult ural-xport 

a. Rationale
 

Peru has a great untapped potential of land, climatehuman resources, andto expand its agriculture and to developviable non-traditional a 
agricultural export subsector, vitalto its future. 
 Chile, Peru't neighbor to the south, achieved an impressive development of its agriculturalsubsector through exportintensive planning and consistent effort.Its exports of non-traditional products are respected in 

every market of the world.
 

In relative terms, Peru's opportunity for similar development exceeds that of Chile. 
 Peru has a much greater land
base and a wider divergence of micro-climates than Chile.Advanced 
production technology 
is already being utilized;
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there is a core of experienced and trained farm operators 
and currently, there is a sustained desire to produce and 
export non-traditional crops and products. 
 Peru also has an
 
existing, although relatively small, production base 
of
 
fruit consisting of the most popular varieties in the 
targeted export markets.
 

Currently, there is an "undeclared" contest or "race" be
tween would be exporters of non-traditional crops. The race
 
is to determine which country in the Caribbean, Central or 
South America will be the "next" Chile and gain full access 
and the fullest respect of the North Pmerican market.
 

Every country in the region is in the race. Some have an 
advantage in of financialterms support. The countries of 
the so-called Caribbean Basin are receiving substantial 
support in terms of financing and technical assistance. The 
fact that none of these countries has won the race, or even 
succeeded, in real terms, to develop its non-traditional
 
agricultural export sector-offers an object lesson in agri
cultural developmerit. Each country is undertaking develop
ment in the traditional "piece-meal" basis, and attempting
 
to "go-with-what-they-have" 
 rather than develop a sound 
production and marketing base.
 

Peru has an opportunity. It has all of the ingredients for 
succeeding, which many of its competitors do not.
 

To succeed and develop, to its fullest, the non-traditional 
agricultural export subsector, Peru must undertake a total 
"systems approach" of development. The subsector as a sys
tem of interrelated and compementary individuals, insti
tutions, structures, functions, services and activities must 
be recognized.
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For the subsector to achieve full development, the entire 

system must be upgraded and developed. This req'ires the 

simultaneous upgrading of skills and capabilities,. the up

grading and establishment of required organizational struc

tures, the upgrading and establishment of infrastructure and 

of the required post-harvest technology and production tech
nology. This is a "systems approach" to development that 

must be utilized to establish a sound production base and a 

strong marketing base.
 

To undertake such a systems approach to develop its poten

tial, the subsector requires an integrated strategy and 
planned program of development. In addition, a strong, 

entity is necessary to serve as the catalyst and the source 
of assistance, Also required is appropriate and practical 

technical, advisory and support assistance in the areas of 
marketing devel opment, post-harvest technology, systems 

design, produdtion technology, specialized management and 

other areas of expertise not fully developed or applied. 

A program as envisioned, would address both the long-term 
requirements of establishing a sound production base and 

mark2ting base and the shorter term needs of existing pro
ducers, processors, agri-business firms and exporters that 

are now engaged, or have the capability of engaging, in 

producing and exporting, non-traditional agricultural
 

commodities or products.
 

b. Goal
 

The goal of the Project is to increase the level of income 
of rural farm-operators and workers and to improve the
 

balance of payments ratio of the country. 
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c. 	 Purpuse 

The purpose of the Project is to develop the full potential 
of the non-traditional agricultural export subsector as a 
major 	source of foreign currency earnings for Peru.
 

d. 	 Project Duration 

To assist the subsector in achieving its full potential and 
to establish the required production base and marketing/
post-harvest technology base, the Project must continue for
 

at least three years, or longer.
 

e. 	 Type of Project Inputs 

The 	major components or inputs of the Project are:
 

i. 	 Technical Assistance
 

ii. 	Commodities
 

iii. 	Training
 

i. 	 Technical Assistance
 

It is envisioned that technical 
assistance will be
 

provided at two levels-

Level I: Services to the developmental institution, 
COFIDE or FOPEX or other organization to serve as the 
catalyst the overall subsector to systematically estab

lish 	the required infrastructure and a sound production
 

and 	marketing base.
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Level II: 
 Targeted assistance to 
assist the shorter
 
term needs of existing producers, processors, agribusi
ness firms and exporters who are engaged, or havenow 

the capability 
 to engage, in exporting agricultural 
commoditie,, or products.
 

The categories of Technical Assistance and expert
 
advisory services that 
would be provided include the
 
following:
 

(1) General - Program Design
 

- Assist in the development and implementation of a 
National Strategy (Plan) to develop a viable "non
traditional" agricultural export subsector, including 
the establishment of a production base aand strong 
marketing capability (base) as its foundation.
 

- Assist in the development and establishment of a 
program of checks and balances to secure relief from 
current USDA phytosanitary restrictions on imports of 
Peruvian fruits and vegetables and to gain entry into 
U.S. markets.
 

- Asssit in identification, development, and planning 
of projects and subprojects, including the identifica
tion of sources 
 of funding, to achieve full development
 
of the potential of the non-traditional agricultural
 
export subsector as set 
forth in the National Strategy.
 

- Provide target assistance and support to producers 
(farm operators), producer organizations, agri-business 
firms, traders, (wholesalers, exporters, importers, 
etc.), government institutions and other entities in
vol ved or planning to become involved in agricultural 
and food production and marketing.
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- Assist in the determination and selection of com
modities and products, in the delineation (select-ion)
 
of target markets and in the development and implemen
tation of strategies to penetrate the selected markets.
 

(2) Marketing and Post Harvest Technology
 

-
 Provide assistance in the design and implementation
 
of harvesting and handling systems to minimize com
modity deterioration (post harvest loss).
 

- Provide designs or assistance in the design of
 
pre-cooling, grading, 
packing and storage systems,
 
including: packing house design, cold storage design,
 

equipment-design, pre-cooling specification and design,
 

phyto-sanitary treatment.
 

- Provide pre-planning and planning assistance, de
sign, location and implementatior, of radiation tech
nology and facilities. 

- Assist in the design, adaptation and acquisition of
 
containers, packaging, labeling, etc.
 

- Assist in development and implementation of im
proved transport systems -- both internal and external. 

- Develop and provide practical training in the 
various technical areas (post-harvest technology) of 
harvesting, handling, pre-cooling, grading, packing, 
storage, transport and marketing; including packing
house organization, operation and management. 
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- Assistance in meeting market requirements, in

cluding packaging, phyto-sanitary, quality and etc., in 

targeted export markets.
 

- Assistance in developiong new markets.
 

- Assistance in achieving market penetration in North
 

Amnerica, Europe, the Middle East and the Far East.
 

(3)Other
 

- Assistance in the development of market intelli

gence, grade- and standards, quality assurance, inspec

tion and other tertiary areas important to the success 

of the subsector. 

- Assistance in developing the role and capability of 

the developmental institution as the catalyst in the 

development of the non-traditional agricultural export 

subsector. 

The Technical Assistance Components would consist of 

the following: 

Full-Time
 

- Marketing Development/Post-Harvest Technology
 

Expert.
 

- Farm Management Expert.
 

Part-Time --as Required
 

- Horticulturist/Production Systems Expert. 

- Processing Technology/Food Technology Expert. 
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- Phyto-Sanitary/Systems Control Expert. 

- Others as and if required. 

ii. Commodities
 

Commodities would consist of appropriate vehicles for 
work in agricultural areas, some laboratory equipment, 
office equipment, training equipment, and aids and 
miscellaneous.
 

iii. Training 

Training would consist mostly of on-the-job training 
as well as demonstration, seminars, work-shops, and 
training courses undertaken by the experts in their 
respective fields.
 

f. Value or Cost of Inputs 

It is difficult to determine cost without a full Project 
development exercise. However, Project cost, can be 
"guesstimated." 

If the Project is to be of three years duration, Project 
cost will be inthe order of. US$ 1.5 million.
 

g. Project Outputs
 

The total of Project outputs is difficult to ascertain. 
However, the Project should achieve the necessary estab
lishment of a sound ,roduction and marketing base and the 
!stablishment of the required post-harvest technology/
narketing capability in the subsector.
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In the three years 	of the Project, the following major 

objectives should be achieved:
 

Peruvian

i. 	 removal of phyto-sanitary restrictions on 


fruit into U.S. markets and entry gained;
 

ii. 	an increase in exports of non-traditional agricultural 

exports from the current US$ 62 million to USS 310 

million or more; 

iii. 	a number of loais made to agricultural producers and to
 

agri-busiriess firms coordinating and facilitating the 

development and export of crops and products.
 

iv. institutionalization of provision of technical assis

tance and support to the subsector participants 
through 

COFIDE, FOPEX or other institutions.
 

2. 	 Project No. 2 - Provision of Credit for Export 

a. 	 Rationale
 

in a foreign currency
The Peruvian economy is currently 

crisis. The development and support of exports is of 

paramount importance. 

a great

As stated in Proposed Project No. 1, "Peru has 

terms of land, climate and human resources
potential in to 

develop a viable non-tradi
expand its agriculture and to 

vital to its future."export subsector,tional agricultural 
sector, including aquaculture

Exports from the agricultural 

from so-called "agro-industry," have been ex
and products 

time. The Peruvian private sector has
ported for some 

developed high quality products that have good 
acceptance in
 

the U.S., Canada, 	 Europe, Mid-Eastern and Far-Eastern 

value of non-traditional agricultural
markets. The total 
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exports was approximately US$ 62 million in 1984 and con
stituted approximately 11% of all non-traditional exports.
 

Commercial banking institutions are providing the financial 
resources to export around 70% of the non-traditional ex
ports with a line of credit from the Central Bank. The 
credit line provided is funded with Central Bank resources 
and Bank advances from foreign private banks. All non
traditional exports are covered by the policy of the Credit
 
Export Insurance Corporation (SECREX) to promote exports by
 
reducing the risk of the commercial banks in making loans 
for these types of exports. These financial and insurance
 
mechanisms were created by law a few years ago, and now 
cover about 70% of the non-traditional exports. The exports 
of all non-traditional products, including those from 
agriculture, grew to US$ 900 million in 1985 and will prob
ably surpass US$ 1 billion next year if enough resources are
 

made available. 

The availability of funds to finance exports isbeginning to
 
fall short of requirements as private foreign banks have
 
begun to reduce their international trade lines and the 
Central Bank attempts to reduce inflation by reducing credit
 
and restricted their monetary programs.
 

A program to assist in firancing non-traditional agriculture 
exports will be required if such exports do increase at the 
rate that is anticipated. 

b. Goal
 

The proposed Project goal is to increase farm incomes and 
improve the earning and in-flow of foreign currency.
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C. 	Purpose
 

The 	 purpose of the Project is to facilitate exports of 
non-traditional agricultural crops and products by providing
 
the required financing of such exports.
 

d. 	 Project Duration
 

The 	 fund established should be of a permanent ongoing 
nature.
 

e. 	 Type of Project Inputs 

The non-traditional Agricultural Export Fund will be 
financed by USAID, the participating ICI's and the sub
borrowers. The Fund will become a'rotating fund within the
 
Central Bank. Loans would be made to exporters through 
ICI's utilizing their own funds -and Fundthe as a fixed 

percentage. 

f. 	 Value or Cost of Inputs
 

Considering that from targetedexports the sector were US$ 
61 million, US$ 70 million and US$ 56 million respectively 
in years 1981 through 1983, and considering the average life 
of the type of loans to be made is 	 180 to 270 days, the 
total 
value or cost of the project will be approximately US$ 
30 million. 

USAID's participation will be approximately 70% 	of the loans 
with 20% from the ICI's and 10% from the subborrowers.
 

g. 	 Project Outputs 

Project outputs will include: 
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i. 	 An increase in the total participation of ICI's in 
financing the agricultural sector. 

ii. 	 The financing of approximately 80% of the yearly 
exports of the subsector.
 

iii. 	 An increase in the availability of overall export 
credit to facilitate foreign exchange eirnings for 
Peru.
 

C. 	Subprojects Related to Suggested Projects
 

1. U.S. Phyto-Sanitary Restriction (Ban) on Peruvian Fruit and
 

Vegetables
 

A Subproject to Project No. 1 - To Remmove the Ban on the 
Import of Fruit and Some Vegetables into the U.S. From Peru 

a. 	 Background - Rationale 

More than 40 years ago, an effective ban was placed on the 
importation of fruit and most vegetables into the United 
States. The ban was placed on the entire country and was, 
evidently, placed without a sound basis. The 	 scenario may 
have 	been that fruit~was intercepted at a port-of-entry from
 
a passenger who said it was from It wasPeru. confiscated 
and later examined and found to have certain insects and 
diseases. On this basis, and perhaps others, a ban was 
placed on all of Peru. 

Several fact'ors must be considered; (a) the fruit may not 
really have originated in Peru; (b) the areas now producing 
fruits and vegetables are not the same areas as 40 years 
ago; 	 (c) the major areas now producing fruit and vegetables 
are 	very distinct areas, most with natural barriers around
 
them 	 (i.e., surrounded by deserts); (d) the major ban was 
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placed without inspection and verification; (e)the ban on 

because of two some other fruits was placedcitrus and 
Fruit Fly and South American Fruit 

insects, Mediterranean 
Spot. To 

Fly and two diseases, Sweet Orange Scab and Black 

in Peru has ever seen signs of the two dis
date, no one 

There are, however, areas of infestation of the two
 eases. 


insects.
 

are not, in fact,diseasesIf it can be proven that the two 
fruit can be treated and 

or only very localized,in Peru 

and other markets.
.gain access to U.S. 

trapping to determine the pre-
A program of inspection and 

offending organisms in an area can be ini
sence of these 	

even 
system controls, quarantine and 

tiated, and a of 

eradication can be undertaken that could be approved by the
 

This program would
 
United States Department 	of Agriculture. 


Chile and others 
be the same as that established by Mexico, 

to gain entrance and ship untreated 
fruit.
 

high probability of succeeding,
The Program or Project has a 

with APHISthrough numerous contacts

and has been verified 
the APHIS representative

in Washington, D.C., and with in 

Lima, Peru. 

b. Goal 

and vegetable
The goal is to improve 	 the income of fruit 

and to improve the balance of pay
employeesproducers and 


ratio of the Country.
ments 

c, Pu ose
 

facilitate the entry
The purpose of the Sub-Project is to 	 of 

U.S. other markets and 
fruits and vegetables into the and 
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facilitate the development of the full potential of the 
non-traditional agricultural export sector in Peru.
 

d. 	Project Duration 

The full implementation of the Subproject including plan
ning, development of statistical sampling techniques and 
gaining USDA approvals is two to three years. However, the
 
program to be established is, by necessity, a permanent 
continuous program.
 

*e. Type of Project Inputs 

The major components or inputs are:
 

i. 	Technical Assistance
 

ii. 	Commodities
 

iii. 	Training
 

i. Technical Assistance, to be provided under Project
 
No. 1, consists of a Pathologist or other specialist
 
to design and supervise the Project.
 

ii. 	Commodities consist of vehicles for rural usage and 
laboratory and trapping equipment. 

iii. Training consists of on-the-job training, mostly
 
working with the Technical Experts. 

In addition, a special unit within the Ministry of Agricul
ture or other institutions will have to be established, 
staffed and equipped to carry on trapping, testing and 
verification, to undertake the establishment and implemen
tation of guarantee programs in defined production areas, 
and to plan and implement erradication programs where 

feasible. 
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f. Value or Cost of Inputs
 

The cost of the subproject, including the establishment 
of a
 

permanent unit in an institution to.carry out a long-term 

forecast. The immediate, two toProgram, is impossible to 

three years implementation of the Subproject, considering 

that the Technical Assistance Expert is budgeted in Project 

300,000.
Reconendation No. 1, will cost US$ 


g. .Project OutputS 

The value to the fruit and vegetable producers and to the 

non-traditional agricultural export subsector is great. No
 

the project, if successful, could
estimate is possible but, 

of dollars of additional exports.
support millions 
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Appendix A
 

METHODOLOGY UTILIZED INASSESSING
 
SUB-BORROWER (FARM OPERATOR) PERFORMANCE
 

To obtain adequate information to evaluate the performance of the 
PRIDA facility and the subborrower several methods and sources were
 
utilized: 

1. Records in COFIDE's central office and branch offices were 
reviewed and data entered into a "data base". 

2. 	Applications from farm operations, both those to whom loans
 
were granted and those to whom loans were rejected were
 
reviewed and daLa entered into the data base.
 

3. 	 Questionnaires Lompleted by COFIDE personnel during periodic 
reviews of sub-borrowers were examined and data entered into
 
the data base.
 

4. 	 Interviews were conducted with selected sub-borrowers (farm
operations) in each district having loans granted. 

5. 	 Interviews were conducted and meetings held in areas where 
there were no loan recipients. 

6. 	Interviews were conducted with loan applicants not granted

loans, but located in areas where loans were granted. 

7. 	 Interviews were held with personnel of ICI's at their main 
offices and at branch officer. 

8. 	 Interviews were held with Banco Agrario personnel and others 
influential in the financial community.
 

DATA BASE
 

A computer data base was developed incorporating the information
 
gathered from all sources. From the information in the data base,

statistics were derived and cross tabulated on: 

1. 	Loan recipient location.
 

2. 	Type, amount and term of loans.
 

3. 	 Date of application and effective disbursal of loans. 

4. 	 Identification and location of commercial banks. 

5. 	 Composition of loan (amount from each source). 

6. 	 Identification of subborrowers. 
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7. Characteristics of the farm operations.
 

Whether farms were new or expanding operations.
8. 


9. Type of loan collateral.
 

10. Number of employees added due to 	the loan.
 

11. Problems of payback.
 

use.
12. 	 Planned use of funds and actual 


other pertinent statistics.
Technical base of operation, a.'±
13. 


The data collected and statistics irec ,..2re combined with the
 
-
 cperations to determine
 subjec-ive evaluation of the subborrowe
 
, Prcject. Because most of
 

thenet result and contribution of t,,e 


the loans were in effect for only a short period 
and most of the opera

new base, e.g., construc
tions were in the process of developing ti 1r 

tion of buildings, installation of equi--z_nt, land preparation, or in
 

the middle of the growing season, a true financial 
accounting of the
 

operations could not be made.
 

a tool in
 
A Question Guideline was developed and 	utilized as 


farm level. A stratified
 
undertaking interviews at the subborrower or 


sample was utilized in selecting the farm operations to be visited to
 

assure the inclusion of each identified type of 
operation. The
 

an informal atmosphere.

Question Guideline was utilized to mairtain 


open discusof the irterviws ei,:ted free andThe informal nature 
learned that mas esPecially ne, pful in showing
sions in which much was 


lessons learned and relevant to future 	orograms.
 

land, crops, equip--. or.
The physical features of tne 
.- to help ascertain the
vtail
ment and infrastructure, were examin-j 	in 


success of the su'-borrowers and the farm opera
quality and potential 

tion.
 

COFIDE and ICI personnel assist;: ir. making arragements for 

In the field, local bran:h personnel from tne ICI's and
 
interviews. 


offices of COFIDE accompanied the interfrom the regional
personnel 

the farm visits.
viewers on 
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Appendix B
 

LEGAL OPINION ON AGRICULTURAL
 
SECTOR LEGISLATION AFFECTING
 

AGRICULTURAL LENDING
 

NOTE:
 

This Legal Opinion is summarized in English in Chapter VI. A.
 

110
 



JUAN DWJ.NY PA--C DUkP. INDACOO UA &KRESALJA PSL tL EULC 15 - j,-
FP.CA:SCO J. INOACOCHA A S PAS0O L. EPU5LICA 3115. S*. PIS 

SaN ISIDRO 
DAL 0 AqE-SALA ROSIELLO 

LIMA 

MIGJEL. VEGA ALVEAR TELFS. 42040d 4204158 - 420d8 * '2042tt 

TELEX ZIA2l -E OIK ABOG 
GUSTAVO HERAUD PCRLZ CASlL 598A 

ROSANIO FKRNANOZ r. CABLES DIK 

JORGE SANCHEZ ARRIOLA 

COGAROO MERCAOO N. 

San Isidro, 28 de Marzo de 1985
 

Sehores
 
Checchi & Co.
 
Centro Comercial Camino Real, Piso 130
 
San Isidro.-


At. : ina. Juan Bazo
 

Estimnados sehores:
 

Por la presente nos es grato

emitir el informe solicitado sobre el r4gimen de
 
garantlas vigente en el sector agrario y diversas
 
consultas relacionadas con la ejecuci6n del convenio de
 
prdstamo celebrado entre la Republica del Peru'y los
 
Estados Unidos de Amrica, actuando este ultimo a travis
 
de la Agencia para el Desarrollo Internacional (AID).
 

1. R4.imen de aarantfas del Sector Agrario.-


Esta primera parte del informe tiene por objeto

analizar las diferentes garantfas que pueden

establecer u otorgar los agricultores o productores

agrarios. Se incluye en el andlisis los diverscs
 
problemas que este r4aimen puede presentar en
 
relaci6n con los objetivos que persigue el convenic
 
de prdstamo celebrado entre la RepDblica del Per6 y
 
los Estados Unidos para el establecimiento y
 
operacion del fondo de capitalizaci'n agropecuaria.
 

Conviene destacar en Drimer t4rmino, cue se entiende
 
par productor agrario a la persona natural o
 
juridica que realiza "actividad agraria" y, por

"actividad agraria",la que comprende las actividades
 
agropecuarias, silvicultura, extracci6n de madera y

de productos -silvestres, la aaroindustria, la
 
comercializacion a nivel ruril de los productos
 
agrarios, los servicios agrarios y la asesoria
 
tecnica dedicada exclusivamente a los productos

agrarios (Art. 10 del Reglamento de la "Ley de
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ABOCADOS 

Promocio'n y Desarrollo Agrario" aprobado por D.S.
 
147-81-AG). Como se observa, los productores

agrarios pueden ser personas naturales o juridicas;
 
sin embargo, en el caso de personas jurfdicas, para
 
que Duedan ser propietarias de tierras agrIfcolas o
 
adjudicatarias de las mismas, deberan organizarse
 
bajo las siguientes formas societarias:
 

- Sociedades mercantiles de personas y otras formas 
empresariales admitidasenla legislaci6n vigente,
siempre que la distribuci6n de utilidades y la 
decisi6n de los 6rganos sociales no se efectu'en 
en raz6n de los capitales sino proporcionalmente 
ial nu'mero de socios y en las que el socio que
*dirige la empresa, cuandc la sociedad conduzca 
directamente un predio, tenga participaci6n no 
menor del 10% de la utilidad bruta por raz6n de 
su trabajo (Artfculo 30* del D.S. 163-69-AP). La_ 
inica sociedad mercantil que cumple con este
 
requisito es la cYdciva.
 

- Coopdrativas agrarias de producci6n. 

Sociedades agricolas de inter6s social. "SAIS"
 

- Comunidades Nativas. 

- Empresas de propiedad social. 

- Cooperativas Agrarias de Servicios, idnica y
exclusivamente para el establecimiento de
 
servicios comunes a sus asociados.
 

Ahora bien, conforme al artfculo 440 de ia Ley de
 
Promoci6n ,y Desarrollo Agrario, el sistema
 
financiero nacional podrg otorgar creditos en
 
condiciones preferenciales de plazos, perfodos de
 
gracia, garantlas .. intereses, a la actividad
 
agraria, en especial para la producci6n agropecuaria

alimenticia, su transformaci6n primaria y

comercializaci6n rural, asi como a la prestaci6n de
 
servicios agropecuarios, especialmente en las greas

socio-econ6rmicas deprimidas. El Banco Agrario del
 
Peru' u otro Banco Estatal podrd actuar como
 
fideicomisario e intervenir en la supervisi6n de los
 
pr4stamos.
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ABOCADOS .
 

Son 
 de inter's 
en este informe, las
preferenciales condiciones
relativas 
a garantfas
encuentran que se
especificadas 
 en los
siguientes artfculos 480 y
de la citada ley
Desarrollo de Promoci6n
Agrario, y
y en los articulos
siguientes de su reglamento 720 y
cue pueden sintetizarse
en la siguiente forlia:
 
I. 
Preferencias establecidas 
en funci6n a los ti:os
de Dr4stamo.-


-

a) Pr4stamos 
 para producci6n 
 agricola 
 o
pecuaria:
 

Son aquellos destinados 
 al sostenimiento
de la en'presa mediante 
el aporte total o
parcial 
del capital 
de trabajo que
directamente requiera el desarrollo de la
actividad agraria.
 

Se garantizan 
con prenda agrfcola sobre
los productos a obfenerse.
 

La banca de 
 fomento 
estatal 
en ningdn
caso 
exigird, adicionalmente,

personales garantfas
o de bienes ajenos 
a la unidad
de Droducci6n.
 

b) 
Prestamos de comercializaci6n:
 

- Son 
aquellos destinados 
 a facilitar
venta la
de productos 
 no perecibles
depositados 
en estado natural o que hayan
sido objeto de transfcrmaci6n 
primaria,
asi como aquellos cue tienen
finalidad por
favorecer 
la adquisici6n 
de
insumos de 
uso agrario.
 

Se garantizan 
con prenda 
 mercantil
constituida sobre los 
 bienes materia del
pr4stamo. 
Asimismo, 
pueden garantizarse
manteniendo 
 la prenda 
 agrfcola
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constitui'da anteriormente sobre los
 
bienes en garantfa de un pr4stamo de
 
producci6n, cuando no pueda constitufrse
 
prenda mercantil y sea factible recuperar
 
el prestamo de producci6n y su
 
ampliaci6n.
 

- La banca de fomento estatal en ningu'n 
caso podri exigir, adicionalmente, 
garantfas personales o de bienes ajenos a 
la unidad de comercializaci6n. 

c) 	Pre'stamos para la prestaci6n de servicios
 
agropecuarios:
 

- Son aquellos otorgados a favor de 
empresas privadas debidamente 
constitu.das con el fin de prestar los 
servicios agropecuarios comprendidos
dentro de la "actividad agraria", 
destinados al financiamiento total o 
parcial de las necesidades de capital de 
trabajo de la empresa solicitante. 

- Se garantizan con prenda mercantil sobre
 
la renta que se obtenga por la prestaci6n
 
de los servicios.
 

- La banca de fomento estatal en ninguin 
caso podra' exigir, adicionalmente, 
garantfas personales o de bienes ajenos a 
la unidad de servicios agropecuarios. 

d) 	Prestamos refaccionarios mobiliarios:
 

- Son aquellos otorgados con el objeto de 
adquirir maquinaria y equipo destinados a
 
promover, mejorar, o facilitar la
 
explotaci6n y comerci-tlizaci6n de
 
especies vegetales y de crianza o sus
 
productos.
 

- Se garantizan con prenda agrfcola o
 
mercantil sobre los bienes motivo del
 
pr6stamo.
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P ...................
 

La banca de fomento estatal en ningun
 

caso podrA exigir, adicionalmente,
 
a
garantfas personales o de bienes ajenos 


la unidad de producci
6 n, comercializaci 6n
 

o servicios segdln se trate.
 

en funci6n a las
Preferencias establecidas 

clases de productores agrarios:
 

Pequefios y Medianos productores
a) Los 

agropecuarios:
 

- Se considera pecuefio productor a la 

realiza actividad
persona cue 

agropecuaria, extracci

6 n de madera y de
 

productos silvestres, cuyos ingresos
 

brutos anuales no excedan de 500 salarios
 

mfnimos vitales anuales para la Provincia
 

de Lima. Mediano productor es aquel
 
exceden el mencionado
cuyos ingresos 


la Reforma Agraria no
limite. A raiz de 

existe lo que se podria denominar "Gran
 

cue se quiera
Productor", salvo 

clasificaci6 n a las
comprender en esta 


empresas campesinas asociativas.
 

sus tierras,

- Pueden hipotecar 

y construccionesinstalaciones fijas 

ellas, s6lo para garantizar
existentes en 


sus obligaciones de
el cuaplimiento de 

cr4dito distintas a las originadas por
 

los avios o6estazmos agropecuarios.
 

La hipoteca antes referida no requiere de
 -
la Direcci6 n General de
autorizaci6fn de 


Reforma Agraria y Asentamiento Rural,
 

salvo que tengan obligaciones pendientes
 

de pago frente al Estado derivadas del
 

valor de adjudicaci
6 n.
 

Empresa's campesinas asociativas:
b) 


Son las cooperativas agrarias de
 

y las empresas
producci6n, las SAIS de
 

propiedad social agraria.
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- Pueden hipotecar sus tierras agrfcolas y 
d-engs bi'enesinmobiliarios s6lo a favor 
de la banca estatal de fomento y en 
relaci6n con prstam-ot---garantfas 
otorgadas por ellos. 

- Esta hipoteca tampoco requiere de la' 
autorizaci6n mencionada en el acapite a) 
que antecede, salvo el caso que en 61 se 
menciona. 

III.. 	Preferencias estableciaas con relaci6n a
 
garantfas y contragarantfas que pueden otorgar
 
los bancos y entidades financieras.
 

- El Banco Agrario del Peru esta autorizado
 
para garantizar a los productores agrarios
 
frente al sistema financiero nacional.
 

- El sistema financiero nacional puede 
garantizar los prestamos provenientes del 
exterior destinados a la actividad agraria o 
a la ampliaci6n de la frontera agricola. 

- El Banco Agrario del Perd y el sistema 
financiero nacional no pueden exigir en 
amparo de las garantias que otorguen, 
contragarantfas adicionales que recaigan 
sobre bienes distintos a los que son objeto 
de la garantia. 

IV. Preferencias establecidas en torno al remate
 

- Debe intervenir en el remate de un predio 
agrario, la Direcci6n General de Reforma 
Agraria y Asentamiento Rural del Ministerio 
de Agricultura y Alimentaci6n. 

- La preferencia entre acreedores se rige por 
la fecha de inscripci6n de los gravamenes 
(hipoteca y prenda agrfcola) en los Registros 
Pt'blicos. 
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El propietario del 
 predio puede fraccionarlo
 
antes del remate, en dos o mzs parcelas (pero

considerando que la extensi6n de cada parcela

no 
 puede ser nferior a la unidad
 
agropecuaria familiar mi'nima) con el objeto

de realizar el pago con 
 la venta o remate de
 
una o mas de ellas. El plazo para este
 
fraccionamiento no puede exceder de 90 dfas.
 

- Unicamente pueden ser pcstores en el remate 
las personas naturales o jurfdicas cue puedan
 
ser propietarios de tierras 
 de acuerdo a los
 
dispositivos legales vigentes.
 

Tienen preferencia para adquirir las tierras
 
en remate, a igualdad de ofertas, 
 las
 
personas naturales que no tengan 
tierras en
 
propiedad.
 

Tratandose de 
 bienes inmobiliarios 
de las
 
empresas 
 campesinas asociativas 
 de
producci'n, la venta judicial debe efectuarse
 
en extensiones 
gue no superen el lfmite
 
inafectable correspondiente, 
 ni sean
inferiores a la 
 unidad agricola familiar
 
minima.
 

Como se puede apreciar de 
 la sintesis expuesta, las

preferencias relativas a 
las garantias son en lamayorfa de los casos restricgiones la libertad decontratar. 
 Si bien no se impone la obligaci6fi-
contratar pues los bancos y los productores agrarios

son libres para 
decidir si celebran el contrato de
credito y los 
 actos jurfdicos los
por gue se
establecen garantfas, se restringe la elecci6n 

cuanto a estos 'ltimos de modo 

en
 
tal que si optan por
contratar s6lo pueden 
 establecer las garantfas


permitidas por la ley. 
 El objetivo de la ley en
 unos casos, es impedir que se abuse de las

necesidades de cr~dito 
 del productor agrario
exigiendoles garantlas en exceso 
y, en otros casos,
evitar que se establezcan garantlas que la ley
considera inadecuadas para la actividad agraria.
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Con relaci6n al mismo tema, cabe sehalar que la Ley
 
Organica del Banco Agrario, aprobadh por el Decreto
 
Legislativo No 201 dispone, en su artfculo 36, que

los pr4stamos del Banco destinados a la actividad
 
agraria podran ser garantizados con'prenda agrfcola,
 
mercantil o industrial, con hipoteca, fianza
 
solidaria 
o con la renta por prestaci6n de
 
servicios, de acuerdo con la naturaleza del prestamo
 
y en la forma y modo que determine el Estatuto.
 
Ademas, seiala este art'culo, que el Banco puede
 
exigir, en amparo de los avales que otorgue y demos
 
operaciones que realice, cualquier otro tipo de
 
garant ias.
 

El Estatuto del Banco Agrario aprobado por Decreto
 
Supremo N0 098-82-EFC sefiala, entre otras cosas, las
 
garantias que por cada tipo de pr4stamo puede
 
constituirse en favor del Banco, siguiendo 
un
 
esquema similar al expuesto en la Ley de Promoci6n
 
Agraria. El artfculo 128' de este Estatuto, agrega
 
que sin perjuicio de lo dispuesto para cada
 
pr4stamo, y con el prop6sito de facilitar el
 
adecuado financiamiento de la actividad agraria, el
 
Banco podra respaldar sus pr4stamos con cualquiera
 
de las garantfas sobre bienes del productor Agrario
 
o de terceros que se sefiala en el artfculo 36 .de la
 
Ley Organica del Banco. Esta disposici6n sin
 
embargo, debe entenderse referida a aquellos casos
 
en que la ley permita pactar otro tipo de garantfas,
 
pues de lo conturio, se estarfan violando las
 
disposiciones de orden pdblico de la Ley de
 
Promoci6n y Desarrollo Agrario.
 

Ahora bien, conforme a la secci6n 2.1. del artfculo 
20 del convenio de pr~stamo. celebrado entre el 
Gobierno Peruano y el Gobierno de los Estados Unidos 
de Am4rica, el fondo de capitalizaci6n agraria que 
se establece tiene por finalidad redescontar 
prestamos elegibles hechos a sus prestatarios para
credito agropecuario a mediano plazo y fortalecer la
 

capacidad de las instituciones financieras del
 
sector privado para financiar prestamos

agropecuarios de mediano plazo. Conforme a la
 
finalidad perseguida con la creaci6n del fondo,
 
seran los bancos e instituciones privadas del
 
sistema financiero nacional las que celebren con los
 
productores agrarios los contratos de prestamo y,
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que establezcan las
 los contratos 
consecuentemente, 	 Tomando en cuenta esta
 su
garant~as en favor. 

particularidad, las restricciones Y 	 dema'S
 

antes
de garantias
del r4gimen
caracter1sticas 

a dichos
resultarfan aplicables
expuesto, que 


son las siguientes:
prstafmos, 


principalmente con prenda
 
Deben ser garantizados
-	 sea el tipo de 
agricola o prerda mercantil, 

segafn 


credito concedido.
 
las


del tipo de pr'stamO, 

_ Dependiendo asimismo 	 los productos a
 

deben recaer sobre
garantfas 

sobre los productos agropecuarios
obtenerse, 	 a
 

la renta que se obtenga
corercializarse, sobre 

o sobre la
 

por la prestacio de serViios 

y equipos adquiridos por pr4staos


maquinaria 
 antecede, se
En el punto I que 	 la
refaccionarios-	 garantia Y
6 n el tipo de 
con precisi	 en
sefiala 	 que deben recaer,

bienes sobre los
clase de 


cada caso.
 
la
banca privada
la
respecto a 


- No existe con 
misma tajante limitacion 

que existe para la banca
 

estatal de fomento, a quienes 
se le impide exigir

o
personal
de caracter
adicionales
garantias 	 de produccionl
la unidad
ajenos a
sobre bienes En tal sentido,
 
comercializacion o de 

servicios. 

el sistema financiero nacional
 consideramos cue 


a las

podria exigir garantas adicionaleS 


cada caso, salvo por hipotecas, 
pues
 

sehaladas en a los productores
prohibe

la ley expresamente 	 Y


medianos productores 

agropecuarios (pequefios, otorgar
asociativas)
campesinas
empresas 	 la banca e instituciones
 

rcas,
crt1p en favor de 

en
 

sistema financiero nacional,
privadas del 

garantia de pr4stamos 

agropecuarios

puede garantizar a los
 
- El Banco Agrario del Per-ii 

produCtores agrarios frente 
al sistema financiero 

ley que el Banco Agrario en caso no 	 contragarantias
nadional.este Selila lapuede exigir 

sobre bienes distintos a
adiciofales que necaigan 


119
 



YDkRfY, i ACOCHrA &~Nr.AJA pie ......

ABOGADOS 

los que son objeto de la garantfa. La redacci6n
 
de esta restricci6n es deficiente pues no queda

claro cuales son los bienes objeto de la
 
garantia. Si la garantia es por ejemplo una
 
fianza o el aval del Banco Agrario en favor de la
 
entidad privada que concede el credito, no hay

bienes que sean objeto de garantfa a menos que,

adems del aval o fianza, se haya garantizado el
 
cr'dito con prenda agricola o mercantil. En ese
 

. caso la contragarantfa estard constitufda por el
 
derecho del Banco Agrario a sustituir al acreedor
 
en los derechos que concede la prenda, luego que

haya cancelado el prestamo por el deudor,
 
honrando el aval o la fianza prestada. En tal
 
sentido, consideramos que si no existieran ademas
 
de la fianza o aval del Banco Agrario, garantias

reales que recaigan sobre bienes en favor del
 
acreedor, el Banco Agrario sf podrfa exigir la
 
constituci6n de hipotecas en contragarantia de
 
las fianzas y avales que otorga, puesto que esta
 
relaci6n con el productor agrario no nace de un
 
contrato de prestamo (restricci6n existente para
 
pequehos y medianos productores) y es una empresa

de fomento estatal (restricci6n existente para
 
empresas campesinas asociativas).
 

- Son aplicables a estos prestamos las preferencias 
en torno al remate que hemos analizado en el 
acapite IV que antecede. 

Como se puede apreciar de lo expuesto anteriormente,
 
los prestamos que concedan los bancos 
 e
 
instituciones privadas del sistema financiero
 
nacional deben ser garantizados principalmente por

prenda agrfcola o mercantil. Pueden adicionalmente
 
exigirse otras garantfas (como por ejemplo, avales o
 
fianzas otorgados por el Banco Agrario) menos
 
hipotecas sobre los predios agrfcolas de los
 
productores agrarios. Las hipotecas s6lo pueden

constituirse para garantizar indirectamente los
 
prestamos (como contragarantfa en favor del Banco
 
Agrario por ejemplo), si es que ademas se cumplen
 
con los demos requisitos que para el efecto
 
establece la ley (que no exista ya una garantfa real
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sobre 
bienes, que la operaci6n garantizada 
sea
distinta al pr6stamo 
en el caso de pequehos y
medianos productores, 
que sea otorgada en favor de
la banca estatal de fomento en el 
 caso de enmpresas

campesinas asociativas, etc.).
Siendo pues, 
 las prendas 
 agrfcola y mercantil las
 
prancipales garantfas del r4gimen agrario,coientamos A continuaci6n los problemas principalkequa plantean en nuestra legislaci6n. 

Un r~giren 
de garantfaS eficientemente oilanizado,
debe tener presente, por un 
 ladc, los intereses del
acreedcr y del deudor 
involucradcs en !a relaci6n
crediticia. 
 En esta relaci6n, el acreedor
contar con la seguridad de poder hacer 
debe
 

efectivo su
cr4dito en caso de incumplimiento y
del deudor
protegerse de su eventual 
 insolvencia, para lo cual
recurre a las garantfas. Pero, por otro 
lado, deLtenerse presente que el 
 cr4dito es 
 un instrumento
qua sirve para fomentar la producci6n y el comercio
de bienes 
y, en tal sentido, ta.bien son
importancia los intereses del comercio. 
de
 

Mientras el
cr~dito esta representado por los acreedcres, el
comercio estg representado por 
 los consurmidores que
scn tercercs ajenos a la relaci6n credlticia. Ahora
bien, uno de lcs principales problemas 
que afronta
un r4gimen de garantias as 
la scluci6n del conflicto
de intereses 
que se produce 
 cuando un acreedor
(representante 
 del cr~dito) y 
 un comprador
(representante del comercio) reclaman derechos sobre
la misma cosa. 
 Si en 
 dicho conflicto se dApreferencia al acreedor, se 
 favorece al cr~dito con
desmedro del 
 comercio; los pctenciales compradores
estarfan reacios a adquirir 
 los bienes sabiendo que
pueden perderlos a instancias de un acreedor que los
reclame. 
 Si por el contrario se da 
 preferencia al
comprador de una cosa 
 dada previamente en garantfa,
serin los acreedores 
 los reacios a conceder a]
crdito, sabiendo qua si el bien se vende pierdengaranta.; en su
esta alternativa 
se favorece el
comercio y se perjudica el cr4dito.
 

Se 
 trata pues de conciliar 
 los intereses 
del
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credito y del comercio a fin de evitar, o por lo
 
menos disminuir, los conflictos que pueden
 
presentarse entre ambos intereses, pero teniendo en
 
cuenta que el credito es un instrumento que sirve al
 
comercio y no viceversa, por lo que en aquellos
 
casos en que no exista soluci6n y el conflicto sea
 
irremediable, habrg que optar por el comercio aunque
 
el cr4dito se perjudique. Para aminorar el
 
conflicto, el derecho debe brindar la sujeci6n de la
 
cosa al acreedor y organizar una publicidad en torno
 
a las garantfas. Mediante la sujeci6n el acreedor
 
tendrg la seguridad que el bien estara gravado en
 
favor 6e su cr4dito y que siempre podra sacarlo a
 
remate y cobrar con preferencia. Mediante la
 
publicidad, el comercio se entera, antes de la
 
compra, de las garantfas establecidas sobre los
 
bienes y si a pesar de ello algdn comprador los
 
adquiere, debe soportar la persecuci6n del acreedor
 
y el remate de esos bienes. La sujeci6n. en favor
 
del acreedor puede ser ffsica (mediante la entrega
 
de la cosa) o jurfdica (mediante un derecho de
 
persecuci6n irrestricto). La publicidad en la
 
sujeci6n fisica se cumple con la entrega del bien al
 
acreedor, mientras que en la sujeci6n juridica se
 
cumple a travs de los Registros Pi'blicos.
 

La sujeci6n ffsica presenta el problema que la cosa
 
debe necesariamente desplazarse del deudor al
 
acreedor o a un tercero que la guarda como
 
depositario. Cuando dicho deudor es un productor o
 
comerciante la desposesi6n puede atentar seriamente
 
contra otros intereses involucrados en el cr4dito y
 
en el comercio. Basta imaginar el caso del productor
 
agrario que solicita un crddito para comprar
 
maquinaria y equipos; si en.garantfa del contrato
 
entrega ffsicamente estas maquinas al acreedor, no
 
podrd explotarlas econ6micamente y probablemente no
 
podra pagar el prdstamo. Se pone en riesgo la
 
recuperaci6n del credito (se entiende que por medio
 
distinto al remate) y se traba el comercio al 
dejarse improductivos los bienes. 

La sujeci6n jurfdica presenta, por su lado, el 
problema de la organizaci6n de un registro pdblico
 
eficaz y el problema de la identificaci6n de los
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bienes. Los insumos, materias primas y productos
 
agrarios son, en la mayorla de los casos, bienes
 
gendricos y fungibles, que no pueden identificarse
 
en un sisnama regista. ZComo pueden saber Its
 
potenciales compradores que los productos agrarics
 
que compran estin sujetos a garantfa?
 

Nuestra legislaci6n ha enfocado esta problengtica en 
forma deficiente y debemos reconocer que los nayo. 2s 
prtblemas se presentan, precisamente, en los cases 
de prenda agrfcola y nercantil que, coe vimcs, 
veran las principales garantfas a pactarse Icsen 
contratos que celebre el sistema financiero nacicnal 
con los productores agrarios. 

En efecto, la prenda mercantil es una garantia
basada en la sujeci6n fisica y, por tanto, exige cue 
se entreguen los bienes prendados al acreedor o al 
tercero que se designe como depcsitario. !a 
preferencia del acreedor eiste 
y subsiste en tanzc
 
1 o el depositario conserve esos bienes en 
 su
 

poder. Una garantfa de esta naturaleza resulta
 
conttarroductiva tratandose de bienes que el
 
productor agrario requiera para hacer producir 
 su
 
fundo agricola (Mquinas de cualquier clase,
 
equipos, impiementos, vehfculos, etc) y en ozros
 
cascs resulta totalmente imposible de implementar

(plantaciones c ccseehas) si conjuntwente con los
 
bienes no se enorega ia nierra o el fundo mis:o.
 
S61o resultarla conveniente establecer la prenda

mercantil en la fase de ccmercializaci6n, utilizando
 
alacenes generales u otros instrumenros del
 
comercio a quienes se les designa depositarics.

Cabe destacar que el artfculo 1490 del Estatuto del
 
Banco Agrario, admite la pcsibilidad que el deudcr
 
quede constitufdo en depositario de los bienes
 
gravados, lo cual atenta contra 
 la naturaleza de la
 
prenda mercantil y contra el principio de publicidad
 
que es indispensable para evitar el conflicto que

podrfa producirse con eventuales compradores.

Consideramos que esta disposici6n ha quedado

derogada por el nuevo C6digo Civil, que exige que ia
 
entrega se realice fNsicamente al acreedor o al
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tercero que debe guardarla, con lo cual excluye la
 
posibilidad que el deudor se instituya 
 en
 
depositario.
 

Cabe destacar finalmente, que el nuevo C6digo Civil
 
admite que exista sujeci6n jurfdica en este tipo de
 
prenda, siempre que se trate de bienes inscritos en
 
los Registros Pi'blicos. Para estos efectos anuncia
 
la creaci6n de un nuevo registro denominado "de
 
bienes muebles" donde se inscribiran los bienes
 
muebles identificables. Sin embargo, ad'n no se ha
 
dictado la ley de creaci6n de este registro,

necesaria en virtud de lo dispuesto por.el articulo
 
2044 del citado C6digo.
 

La prenda agrfcola, creada por la ley 2402, es una
 
garantfa basada en la sujeci6n jurfdica. Este tipo

de garantfa no exige la entrega de las cosas, por lo
 
que el deudor las conserva en su poder y las
 
continuia explotando econ6micamente. Exige si, que


1la prenda se inscriba en el Registro de Prenda
 
Agrfcola a fin de dar publicidad al gravamen. El
 
problema que ofrece esta, garantia es que puede
 
recaer sobre bienes -identificables o no, ya que

puede afectar insumos agrfcolas, cosechas,
 
implementos y herramientas que no pueden

indivualizarse asf como maquinaria, vehfculos y

equipo pesado perfectamente identificable. La ley
 
no hizo distingos entre estos bienes, someti6ndolos
 
todos al mismo tratamiento. Adicionalmente, el
 
registro de prenda agrfcola no estd organizado en
 
funci6n de los bienes sino en funci6n de las
 
personas que constituyen la garantla. 
 Estas
 
caracteristicas determinaron que la ley concediera
 
al acreedor un derecho de persecuci6n limitado al
 
primer adquirente, puesto que solo 6ste se encuentra
 
en condiciones de enterarse por los registros si los
 
bienes se encuentran gravados o no. Un segundo
 
adquirente de los bienes no tendrfa forma de saber
 
si existen garantlas y por ello la ley niega en
 
estos casos la posibilidad que el acreedor persiga

la cosa hasta el segundo adquirente y la saque a
 
remate, salvo el caso de transferencias gratuitas o
 
de mala fe del segundo comprador.
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la prenced

la sujecion juridica 

que 

En.tal sentido, 
 se encuentra seriamente
 
agricola concede al acreedor si los bienes
sabe cue
El acreedor
restringida- deudor Y !egitimo
 a su
 

vendidos a terceros, quienes
prendacos que estan 
en Doder de su 


son
ropietario, su
Perdido
habri
nuevamente,
venden
vez los Droductos
trate de
que se 
no interesa
garantia, 
 equipos.
o de maquinaria o 
agricolas 


Sxps,
la situaci6n e
produce

La incertidbre cue y medidas
 

por !as dispcsiciones
incrementada acr1col=se ve la prelndacue rigen


excepcicnales Ccnforme al
 

constituida en favor 
del Banco Agrario. 

la ?.en;"

del Decreto Legislativo 201, oe
art-culo 40' -anco
no neceSitaa
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en favor lo cual
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en los Registros
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constituye una violacion 
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lar citada 
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Pero el verdadero problema se presenta cuando el
 
eventual conflicto no es entre acreedores, sino
 
entre el Banco Agrario y los posibles comoradores de
 
los bienes, es decir, entre el cr4dito y el
 
comercio. El artfculo 1340 de los Estatutos del 
Banco Agrario sehala que son nulos de pleno derecho 
los actos y contratos de enajenaci6n o disposici6n
de bienes prendados celebrados por el deudor o 
depositario sin autorizaci6n o intervenci6n del 
Banco. Hasta aquf la norma es perfectamente 
compatible con la Ley 2402 que regula de modo 
general la prenda agrfcola, que en su artfculo 100 
declar6 la nulidad de tales contratos. El problema 
se genera cuando el citado artfculo 1340 agrega que
el Banco puede reivindicar los bienes u obtener la 
recuperaci6n de su valor, de los terceros a cuyo
poder hayan pasado, cualquiera sea el titulo que
invoquen los adquirentes y sin importar si tuvieron 
buena o mala fe. Va pues m~s alla del artfculo 10' 
de la Ley 2402, que limit6 la reivindicaci6n al 
primer adquirente de mala fe. Ademas, no s6lo 
concede el derecho de reivindicar contra estos 
terceros, sino tambien de cobrarles el valor de los
 
bienes (si por ejemplo ya los transfirieron); y todo
 
ello con el agravante que la prenda no se inscribe
 
en un registro pi'blico.
 

Llevando esta situaci6n a sus consecuencias m~s
 
extremas, habria que concluir que todo comprador de
 
productos agropecuarios o de maquinaria o equipo

agrfcola, para tener plena seguridad en las
 
transacciones comerciales que realice, debe
 
acercarse al Banco Agrario a averiguar si los bienes
 
estgn gravados, no importa si el vendedor es 
 un
 
productor agrario o un intermediario comercial.
 
Esto puede constituir un importante obst~culo al
 
desarrollo de las operaciones comerciales, e implica
 
que la ley, incurriendo en un proteccionismo

excesivo, ha dado preferencia al cr4dito sobre el
 
comercio, olvidando que el primero debe estar al
 
servicio del segundo y no viceversa.
 

Agravando akin m~s esta situaci6n, se observa que en
 
favor del Banco Agrario, pueden constituirse prendas

globales sobre los productos que pueden obtenerse en
 
un predio en el curso de un tiempo pre-establecido,a
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11. 


12. 


13. 

14.. 

15. 

16. 


17. 


18. 


Length of Period Between Applications and Receipt of Fu
 

1-15 days . . . . . . . . . . . . . . . . . . . .16-30 days 12
. . . . . . . . . . . . . . . . . . . . 14
 
2 Months 
. . . . . . . . . . . . . . . . . . . . . 4
 
3 Months . . . . . . 2
 
4 Months . . . . . . .2
 
5 Months . . . . . . . . . . . . . . . . . . . . . 2
 

Number of Additional Workers as a Result of the L~an 

Permanent. .
 .. . . . . . . . . . . . . . . . . . 155
 
Part-Time. 
. . . . . . . . . . . . . . .. . . . 92
 

Achievement of Objectives Through Use of Loan 

Achieved Objectives. . . . . . . . . . . . . . .. 19
 
Did Not Achieve Objectives . . . . . . . . . . . . 1
 
Not Sufficient Time to tell. . . . . . . . . . . 2
 
Did Not Receive Sufficient Funds in Terms of US$
 

Value, so Could not Achieve Objectives . . . . . 4
 

Repayment of the Loan Will Have Difficulty in Paying 
Back Loan . *** . . *.. 9
Will Have No ifficulity in Paying Back Loan . . . 17
 

Need for Additional Funds 

Require Additional Funds .. . . . . . . . . . . . . 22
 
Do Not Require Additional Funds. . . . . . . . . 2
.
Would Like Extension of PRIDA. . . . . . . . . 2
. . 

Opinions of Indexed Loans
 

Do Not Know 9etails of Indexed Loans . . ..... 5
 
Opposed to Indexing Loans. . .. . . .. . . . . . 20
 
Accept Indexed Loans 
. . . . . . . . . . . . . . . 1
 

Term of Owvnership of Farm
 

Less Than One Year . . . . . . . .. . . . . . . . 12

1-5 Years. . . . . . . . . .. ... 
 4

5-10 Years . . . . . . . . . . . . 6
Over 10 Yedrs . . . . . . . . .
 . . . . . . . . . 4
 

Ownership Less Than One Year, Farm Was:
 

Reclaimed Land - Virgin. . . . . . . . . . . . . . 1
 
Reclaimed Land - Not Famed Since Land Reforim. . . 6
 
Rangeland -- Not owned . * 0 * .. .. .. 2
 
Was an Operating Farm When, Purchased . . . .. .. 3
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19. Type of Farm 

Dairy. . . .. . . . . . . . . . . . .	 . .6
Beef . . . . 2
 
Fruit and/or Vegetabnles *. .. . .
 .. 	 1
Hogs 	. . . . . . . . . . . . . . . . .
 . .
Poultry. . . . . . . . . . . . 4
 
Combination Livestock. 
. . .	 . . .
 . . .	 . . . . . 2
 

20. 	 Expertise of Owner/Operator
 

Owner/Operator or Partner has Training and
Experiences. 
. .	 . . . .	 . . . . . . . . .. . 13
Owner's) Has No Experience or Training
Owner(s) Has Experience Derived From . . . . . . 
10
3
Farming 


21. 	 Source of Expertise
 

Hire Consultants. 
. . .	 . . . . . . . . . . . . .
 4
 
Receive Advise From Friend or Associate . .... 2
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Appendix D
 

COMPUTER PRINT-OUT TABLES
 
DERIVED FROM PRIDA
 
LOAN APPLICATIONS
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42 52 LOPEZ EGARDO AREQUIPA CONTINENTAL 40,784 5,826 11,6b53 5,263 46,:43 16 DAVILA GUILLERMO AREQUIPA FINSLR 38,174 5,453 10,906 54,5 3 43,62744 13 MEDPO ISAIAS AREQUIPA DEL SUR 36,363 5,623 11,246 
 5.,2.2 41,96
45 40 8OAI RAFAEIA LIMA FIN.CREDITO 36,469 5,210 10,420 52,C99 4167946 75 VIZCARDO JAVIER AREQUIPA CRDITO 31,822 5,912 .5T7,728 45,;4-2

47 51 OLAECHEA K'NUEL AREQUIPA DEL SUR 33,703 4,848 9,774 48,325 2= 5""48 10 PASTOR VILCA JU"TO AREQUIPA CONTINENTAL 301,979 6,951 6915"..l,591 3719:0
49 25 SARCIA DE HLACO G. AREQUIPA POPULAR 30,588 4,370 8,739 42,697 34,9.t
50 24 -CIA GONZALO AREQUIPA POPULAR 28,994 4,133 8,267 41,224 t 127
51 54 GLLEGOS PRLD AREQUIPA CREDITO 27,095 5,645 !,15 431 4 
 32,723
52 37 ALVAREZ JULIO AREQUIPA C%7rIN{TAL 26,746 5,949 251997 59,492 
 32,5 5
53 17 CORZO BUSTOWiTE CARLOS AREQUIPA POPULAR 29,006 
 3,058 7,716 39,70 2,0.4
54 3 AGROPECLARIA PICARO AREQUIPA CREDITO 26,061 7,446 2?17"43,723 37,2.0
55 19 RAMOS EDlrURDO AREQUPA ItiEBC 
 23,687 3,541 e,93 35,410 27,227

56 47 5S-'ARTIN ALEJANDRO MOQUEGUA POPULAR 23,727 
 3,330 6,779 33,936 27,!17
57 21 PC1E .ERREPA SERGIO AREQUIPA INTERBANC 23,173 3,464 8,004 34,641 26,6759 72 JI.01A AURORA AREQUIPA INTERBANC 19,677 6,887 2,952 29,516 26, 5.6453 8.PIAGGIO AIEERTO,FAUSTO CREDITO
LIMA 19,528 
 5,579 2,790 27,e97 25,..n7

60 34 VLER FEMA AREQUIPA CLNTINENTAL 19,360 2,894 6,687 29,941 
 22, .5461 46 C.NO DE C.WENIU AREQUIPA DEL SUR' 19,042 2,737 5,593 27 371 21,77S
62 19 CHIRINOS GO.ALO AREQUIPA POPULAR 
 16,598 4,733 2,370 23,697 2:,22763 27 REBOREDO DE DEBAKEY DELILIMA INTERFIP 17,462 2,495 4,39 24,945 
 19 956
64 61 BEAZO UBALDO AREQUIPA' INT LR AC 16,779 2,961 4,441 24,191 19,73965 30 1ZA LUIS AREQUIPA DEL SUR 17,139 2,448 24,4944,897 19158766 64 PINO PORTUGAL ANGEL TAON .FINSUR 16,967 .2,234 4,848 24,049 1920167 7 SEBASTIANI ALVARO AREQUIP 'FINSUR . 15,759 2,476 .6,528 24,7E3 191236

68 12 GOZLES TIP2O AREQUIPA .INTERBAC 15,674 2,417 6,080 24,171 13,091
69 49 CAR 1JAL ANGEL AREQUIPA DEL SUP. 15,793 2,259 4,510 
 22,562 "E.652
70 9 KONG CRLZ4O AUGUSTO LIBERTAD NOR PERU. 14,817 
 2,117 4,233 21,166 16 33371 84 VALDIVIA ALFONSO TACNA 
 FINSUR 13,433 1,919 3,83 !9,1eg 15,352
72 76 BUST.-'VWTE CARLOS AREQUIPA POPULAR 12,439 1,777 3,554 17,7.f9 !4,21
73 41 ALCAZAR JOSE AREQUIPA CONTINENTAL 11,734 1,690 3,473 1H,897 12,424
74 23 RODRIGUE EDUARDO AREQUIPA DEL SUR 
 11,698 1,61 3,342 16,711 13,2.6375 5 DEL CARPIO EDUARDO . AREQUIPA FINSUR 11,445 1,635 3,270 16,351 12 1 .,:76 8 SALAZAR GUIDO AREQUIPA CWTINDITAL 11,182 1,597 3,195 15,374 1i,7.077 3!SVEDRA TEODORO PIURA DEL NORTE 10,555 2,027 15,0792,456 !2,5"2
78 65 RUIZ ALEJ.iDRO LI8ERTAD NOR PERU 2,123 13,740
9,456 2,!62 !I579

79 6 ALVAREZ FELIPE AREQUIPA DEL SUR 9,493 1,965 
 8,123 19,5i7 11,464
G0 74 CARRASCO -ENITO AREQUIPA DEL SUR-
 9,901 1,415 2,829 14 11-5 !141681 28 ALJOVIN RAFAEL LIMA SUDAMRIC1N 9,042 1,232 2,583 12 !7 C382 2 VILLALOSOS AMADEO AREQUIPA DEL SUP 8,832 1,262 2,523 

IC 
12,617 10, 094

83 73 VALENCIA AL(14SO AREQUIPA DEL SUR 
 8,253 1,179 2,358 11,790 9,43284 55 RIVERA DE . ARTINE ,IN4CYPIURA R.EG.NORTE 6,769 1,436 6,544 14,749 ,2.0585 69 ZW9AO JLV AREQUIPA. DEL SUR 5,744 821 11641 
 8,205 6,564
86 20 FEIRES CATEMIA.O JOSE AREQUIPA FINSUR 51702 815 1,629 8,146 6,517

87 56 AFAZA Co STK-TINO AREQUIPA CONT INENTAL 5,182 941 1,492 7,615 6,23
e8 63 TEJADA EM!LIO AREQUIPA DEL SUR 5,070 780 
 1,950 7,20H 5,25029 29 C-1IO DIAZ ALPERTP AREQUIPA DEL SUR 4,786 684 6,.371,367 5,47-90 85 G ALES A AREQUIPA DEL SUR 4,007 599 ,39 5,44 

T 0TA L 4,263,079 67S,552 !,!6,456 6,529,032 4,.;",.;2

A V ERA GE 47,362 7,539 17,627 72,534 54,07
 

134 



1, W W 2"* 

J't - T'; 

A 1 ,z 

N WW,7 z2l 

E 	 AIR 1 XW 

iCfiRe 
SN& 

Wj,
F!r'ol 

U S IME 

C.1, 

" " ,' I ., 	 .-2: 1ji 
Na-,71' ' 


2' u 7-1
OMNT, ilALI 
I-' c : m I I* 1'. 	 'c 

le70 c, 1-1r&ql 	 w- 'T I 12 'j-'t 
::A LL ON T CA TP 

Y-	 7e 93 3 
7Z,7,1S -r" E-0 	 -;o 74 

NN'CA 	 "J FAAL 1- gn,,472, 12;M Alf)	 
tZ ,

Q 
iel 9 	 4 

0 	 r., 9 R E FA' T,.,':AREi-cu CJ)NTJNE ,% 'Z' 	 20 5 23 -tl
Jc, ORRISI RN WI 0 INE 	 7,-JC24T 	 - 91927 I -20 , i. 

12 go, rSA 	 AR EQUI PA W I.NDJAL- 69 9(9 20 E3 04 

AM FA , Wr1 69 i'O 8814 	 CCJ 4 B 
'271 '10;532	 

2.:27.4:PIA.Y0 w r RT 0 0 i, , NT-"L: *N C - ' '" 	 -7-JL'7jI;-I n UTS 	 POPU 
,n 	 *R 

c 
"2-3 '1 , rN U I PA 	 "Wr7 ImziW.. 0
 

26
 A 'CRED1 TO 	 e 1-C8 1,' '-A4,
L 53, 3 x; .,j d ,UIPA 04TINEE'ri -7 

I 12'7 L 
"n I _'ITA 

121, 5 ORTI DE 0 s c 1 9 42 
, '84KRDILLO A.REQUI PA IINrl 4719, 	 JLRE AN c 0 


'CC GUILI 'FEDERICO AU, Ul A --NTAL 49 
 22
U R:-RA rjA 1 M 	 NITA 47 4 	 6' 2262r NLNOZ ii;j F'-	 --4 FINSUR, 46aAR in ' "' 	 3 V1 

26 ER 
47t-W 0, 1 NOSC U, 	 42'M45W .It 1PA K1"CXr1N'--N7k 

4 J1, .. ,
 
23 52 'LO 12-1 ES u0 zu :2E!
V40', 784 

.8174 5 lu r7l 
ARC F DEL StA 5 6 2 3 -,,, - A.-
AREQUN" t,:C-REDITC-', 31A $a 45 

-w *'P, W6 1' HAM
 
S-l WKVLI-Lmpju IU r4w rm N -ENTAL,
-


Zi, RCIA' p.U UI PA POMAR', 3n
 
24 S X! M ARE.
R-n


6E () W1 Iu 51i4;

37" LMA 

4 jf4",rju "- , 'W"71PO0 -- ( u Z6 A: uI
V, 	 LV 3 j -I E 

i YA1
ED
 



pt4 

613-O~U!OAEQUIPA IIO[R1w 149 2S9 _~ 'GE7 £...


'4 "5 AREQUIPA v EOULR 1565 E 8 165'2 1
51 49 CAR ~L~N16'. ,7; 2,29,1 2d' 11 

53BST AN~ ALS AREQUIPA '' I4, Al2174 1603,43 -±,
5 2 DM4US JEDRO I cR,l,U 11,698 1-1 1-- 4 16'1 13355 5D~AflLRD 9U INTESUR 11,5 7'45 1'417 3,27 13i E
 
57JAW R'ElR, QUIPA 1-DEl 1U,9 5 
 59 231 'T~52- 76 BURSC W T0RO ,AEQUIPA Dn. L' 92,490 1,4, 7E92 2!559 :21VIALOB-7R:OS *E0 AREQU P D-MNl. L 1R'8,32 M\6 g,3 b2,-±7

54 "210RIL ___ E ADO AREQU IPA DEL~ 9,5 .'6?7
 
622D RDS~I~
OJOSEAREQUIPA ,JNU- 129 ,~ DO6 a5 Cii AIN0 EQUIPA'1 WIN.'AL 51812 94 ,92- 745 S~64~~~~~~~ DLU ,76529~ EZaIIO" AREWJP DEL: 4996 63 ~5LJ0EILI ~~ 4RQIA9ES 68^ 1j ,36 H?66 L8 GS RQ)IPA , DEL SLIR ,0 1,33'152 9 5,19, 

:5 ILL7. RQJP',,DSUAAE R~1A2,450,460 400 60 9 02 3818 7,S,7
60EAG --.O VIECAA*rUIP 32 7'062 531 577 
6OTT 5 702' 5919 6-34 r9 
5 PZAD47TW AIPA POPLNT A , 59182 941 901 7 232042 ±20 


LSUR"TA 99,142V 1,01 9, 210, 2 665 29A" 0IAZA99,142UUIA S 61O84901 '10,12 20861
 
66965 'GRIID6MI 
 EUPA DET~UR 5,1 5990126251,1 1 

A!RGE 125,12 8 6 31 979 .OP_ 
 %OFTOTA i14ei 10,5.94 '60 5% F1~~~5 

1 O81SAE MCtR.D T ICA CRE1TP 2306 3j12, 3 212!85 4,2 2: 

5 
'SUB-TOTA0 369 K,± 1-2.3, 102

1 IUAG~o~ o IC E 99,12 5 1 21 ' 12? '21 
%FOTL* 2 i 25 3 1 Z 

AD, -PER 17012 223 24' 7P32 I 06 
9 a, I8-RAD UG ,PRU14el . 2 23 4 1. M CL7_;O ,-NO 2!1 


4 6 ' UI AL.J* 'OR PER
ROLlk TA 
 - 1 3'- 216 :, '311 "8 



2o. 

MOFTOA= 

OTL Ic 

71 

2~~~ 7 

2,2 

* 

OWUq 

. 

4 

2. 1NI pIG 1N(i 

Op 
2,w 

0~ 2 A5L5 

9£66~2 
7£ 77j3 

V 

eg 31U 

CRSE ;81 is 5,3 



LJ S0 cIIMIPqB( 

0 - o Th~~4T 1.C4.PP IDA ,I L~,~' 

282tL 124 , 4.AD 2~~P8~ff~ 11iE3~9~
4 ~ E~ 206 i~±1j-. -.; -,S0R~ 7P2~ 3 ~~ 

5 :* I XA I'U 74S i2 5-21 39 25 3:3 
3717p~RJSA 78 M4 128 '2

4uQUI 741, 4 M.r 

1 0 1gi ETE 639 5,-- -.-2016 9344 0 
-259 RR13 IRU 1 CC I L 9 68 ~ 19 8 9. 63 

4 ARN0 J:, ;7?20EQUIPA V M srej 
48135 1,59 ' 0 15 

ERIClO6 IRE,P 9t1938 29D,37E6 67 171 53CONT 17~ 

OE~AREQUlm21 5 C~I AL 63,092ee6 iP65a 92289M , AREQUIPA' 30$7 si -OIN4A3 336~ .~5 

SALAOAR AREQUIPA6 CH G01 t~1.160 ~168 . 

SUB-TOTUQU 298 2 23,3~~15,05 603 

ME 2 
50 CILS C1 4S7 i T.I cawv rZO 3XI 252I:.w 45w,~ 

3 CiZR 9 I Etf CD 3 2 73 j 5I £ S
AR9EQUI pA~ t 4f0 7a 5'682 ~ 5 ~ 

2 25 625 2353
oR £0f0£1o± 6LCA.12 

M7 PA 9AEU 

23JUIO'Ulm7 VA-A FLZ 48
 



SU~~~~-T~~20 9P tO55 

QS, UG-TOTAL 10 !53 0270% 

3~~~- FA~AC-OGDEL SUP. 7E,~3l~" 

6 Z 
30~~7'' 

4EJR?~~. 
UC.QPE 7'C3 Z7 ::2 

7 E:-,!*LEU S,. 
- Z3~~~~~j6U DR0~0I 

15 37: CAy JP~P 7 7DLSU.5 

14 5 AREqWtFA DELI SL";, 4 74 3 
L1 SU'lAL 732 7CO 7 n 

AR NJI2.aPA1e4DE S -

17 IN464A EQ!A DELSR TG :0 21 

S-TOTAL i649 2,~ 

OF TAL .20 r, 4" *':. 

3 N EDITOUZ 100tW 17 0 1f-1 a9 . 

-E Ea 21. ~ 11 Z-o 

t0E F2TO LC 3.20 IV 2 ? 3 

NU U ftR 12 8 

AR ZlFAL. 13 E 



- -- ----

7~~~~~~i ~LO *i-~? 1'2 ,Z 

~E~.19' En, 618 r0 

2 

OP.: I 
 -OF,OTAL - .45 0.7 Q3J 

SUBaAL -TO 265 1323 79~5 7O,4 

1 48~I~ E5U~DO O~LM 91462' 2O14359 A03 2dA 

26 7 INLAE R O 
K319C RM DOOW'AUCO 

MLOEiBTA NOUIR 
LRQI -'NP7U 

232 
659 

3491,7*r 
47 23 , 

8 5 R6UIZ LECAlRoS LlaREUAD 'PULA -29 1,777 ~ 3 4 j- -I71: 
SU9-TQ~ I29727 58,0 2,1 , L;;E~73, 

UB-TA L' 53 7 ".72 ' 1 26;43 710" -12~'5 

1 9 ~S~S 
2 

U~B~ r*NE 
8j6 ~LJA~roP~~RA RES.~$T ,~ 

19,51~ 
7~E1 

4 EK! 
II~2 

3D57 
6 5~ E1'C, 

0-,' C EG JS-LI -E M,1-32 5676 13;9R 5 

IP 2RE 75H3 

D CD':-' 5 GRCA.1U PPUA0 



2 % OF TO AL 4.51% 4 314%,5 "Y; 

T 0 T A L 4,263,079 P, 52 i-:= 

A V E RA GE 
 471.-s , 
 1E27 2,f
 

141
 



LI OF,PROJECTS ii SiE TEGO.R 

US DOLLARS 'AT;TIME OF,DISES-SI1V 

-5000 TO#9,'999
 

15000 10149O 
5000S TO , 95§ 

00 ODPR IDA I.C.J. SUE- CRR3 T.~ 

39MCA;i DI S 1U1DMR IBERTD NOR PERU 39 2 530 iO2 6 2 U1±E ~ ' 2~C~-t0 
 602~U5~IT1f3EU. 
7~~

~~~~ATLtiE 183 22H 51 13~01?52235J T I& M'-4"34 9 " 
ToMBEI~ DE''SURO~ 173 000 24;550 ii 453~ 

6 4i WAS EST6ARDO , PPOPULA~iF 99,2 21,19 021 ~ E~R!T 1 30I, 210 1S2 
100;0 176 0,7 17E 1 

MJ-TOTAI. 12343 5 8L7 322 52E 'f C'2ME6E 181,2 279 4,B 2£3

OP.3 ~0 
 99%29 8 ~ , . 

SA~t4 78 L.RAg AREQU IPA MTO5 33e9C3 1221 25195 i&U .9IADLQ~7~514 11126 22'~66 f65
 
-4 J9~. A9REQU- DCI. 22M
C, !IPA A6991122 

SU0125273 230 10 15 2 
0u 10O 858,9w 1T11f2 321'9 

6'W 0' £11 N-A 79 £412 2213 Mm0 - 55RE'.6 Es*MEN5 M s
79 AEQU Pk,' Dl:-L 22 
E6 I A.R LIA J12 



14 

9 6 CI I 
-IN 

12 Ii"[MLUU~4 
13 h 

L4EN F. IUp 

EI 

HO 

I 

FNSUR 

1?2 ~0~~ 
S 0 228-

54;)15 1i7092 
53,5-.m530 

17 ~Sc 15 K? 

r 
281 

18 5 S
19 

SDItL0L.E 
c-UfLL IDICAEOPA W1 1W.1 A 9305 

,~g
97 15-7 

EQU dr.N. 

C :rAL 0H,~ 1 1 9~ "~ 

20 

452"Ji D 

A-EQUI ?A 

AEUIA 

rN-VT 

C!N'M 

2752 

237 (09 

4,1M 2 

2?31 

12L 

2!j5 VI C4O I 
10 10 A5~0RVW~t~S%: 

Rg IA c ~ T 
CC OF~~!TOTAL 

15 2 
2:972 

72 
,5 

,1 
'31v#T: 

2 
I QCj 

2~C':IR'N 0CONWIN
5'HU.~L00 LAco1 L

* 4 3 
E-GAD 

52 Lc-~z, 

MERJIIPA 
~A7EQIN

4JC-3 

AR IPA , 

30,579 
%7NlTL 427~ 
DITO 

41144E26,74
R~902,6 

TP 23,68E L 

309,3
3 3
5 
5f,9
72 

------ -U~---

270~5 

f7AE'742 

- *s7: 

T,~Z, j 1 

4 

O EQ 1 

9(3817 5i43 

.w6 

'SLIETOT43741 1? A 

7 

2 27 

13 



22 3: K6'CRtUZ4DO 6 0-4,87I9ST 4iii 4,233 

23 OF TOT 19
OP.. %,! 1117% 90% ~ G, 

23'8OPG~~~OI174k 6 ~39 ~ .524 KTA EU lE8161 1~l 

5DE0 QW9401~ 77 NAPI ID. l~
 

DCLOS '1ALS ,6 2U A i AR.EQu PA 112 39 37 3165;"2- 410~ P ~A D 05 2~7 246
 
8 6ROVR1GUE~iE.R3 _.Q Dn:.SU ~ ,2 1,6
IPA 9,9 

974 CA0~C IT MEQU IPA FILNS~ 91 21273
A 1 it5 
11GU X~ DLSR- 8 SULSS~EEI2 ,222 2,317Ep ~ 

16 731! D RCIDRtS , P~IA D-1E i ,UR106,235 1,1737 2,'9 1,30 9iE 

8 6 A-~4 H~!4 DL SUR 57 ~ B1 461 90 6515kE~20r I -RE~ FISU 493 1M, c29EL' 0 OE 


EIOAREQUIPA' DEL St~ 1009 ?Q, 190
74CRRS BE 4,7869 14 6,2
236 I" 
RAFAEL'2e SU1TO 157,289 'iB as 

~lERA6E 8,738 1395 2,31. ,E i42
 

685DEa-.?v, EQUIPr DEL SUR 112622i523 44E2' 

73YLW LSS LEU PA1 DE- SUR 4,007 1-j17 2-M 7,4 '1,3 ii: 
WT599
5E -A'DE G'544 "47 49 e 

14, E97 ZklBS~wSSZUI6A5 -641 ~! 
AVER 'EL 5 7674S3R 7,44 

15~~~~~ ~ FNSR 10 1AE'IOJS 20FjE RQIA ,2 1 1 

f6 .! A PZA' 11 921_1 
'TAWI N CM 5182 C12AkEUIPA NEWL 41- 6' 



L.S7c -E9QcA~ USE0 IN.RDI 

E- OP4W-.LCMTY 

~A ~NZ R~cU 3~112 5 ~2' -H~F!~5D~ 

?8A 112343 11- '78,2114 -
31 A 53EQ!Pri1 I909t7W 555 3j42 CGTH~Ai 

7*0~ A 891,IK RBIO IO ? c 65,7 Oi 035EA 10,55 0ei5 75,:2M 
8 A 3EPORU 0S:ERE C ITAL~ 61S87 9191 i,2 I5760 '1!039 

92~ A ~ It'AALR CJUD0 CaM 04L 9058, 89409 Ze3. 7-2E 

Il-~A 3V IIOSl l CXINEtTAL 6172 e'! - .19 -1 17 

151 A FIN 6L1~f9ITO0 n1$~iO !-1: 
E-341 C-1 70E I3a 

E JUL!0^4 
is 1 FAI s ," 231ii7' 3t5l :. 23?' 2 2 

A~j' -21 Ta1E -IU MR11 ITE-AC 23,173 3'464 2a28Z6i O6! 
21727A 13,t-7 1 7 2'934'N 

2S,. A 27 P OP D "-A-K EYj421N7 .DE IP,'L
24A 61,5t'±'f 2-45.1 GCOi@! 

U.ALD01 ; 16,779 ~2i.H CMU3
A mk?oL i sDEL S. 17;139 2a ZE2
A O~aLFI NUR 1S67 21434Z! 

23 
' 

4 -ALCZR OSE LS.. 
0M7SNE~ 1 100 40 

3 

32 3 PI-D Z ii E LSa 116H I % 7 

3270 
IL '9' 5070 

15 
00 

0e 7 

Al cF0 1 !1 P
Ofl~b41 2 1 751U '~ 

?;AL-jo.31C 1 1! !j!; 



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

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

39 A,B,C 74 W.RPASCO BEITO DEL SUR 9,901 
 11 415 !12, 2,.
E
40 A,B,E 14 CHIRINOS ALFREDO CONTIWTAL 82,006' 11,715 104,140 93,721
41 A,B,F 28 SnRDILLO JORE " INTEREMC 47,949 10,408 1i 58, 257 
42 AC 22 A? l"4YO ALSERTO INTLRNC 61,025 13,247 971741 74,.72
43 A,C 6AWARE FELJPE DEL SIR 9,499 1,965 41,993 iv.,4 4

44 ACD 43 A.RO INDUSTRIAL S.A. CMTN.TAL 69,819 I,150 :27, 6.3 .1,.a

45 AD 71 AVICOLA EL.ROCIO NOR PERU 119,963 17,123 179,.90 ',.

46 A,D 45 ORTIZ DE ZEDALLOS C. CONTIN.TAL 4,436 10,149 41477 
 3;,Z:4

47 A,E 68 CR!AbERO LA .AESTPANl.A F!N.CREDITO 100,000 17,60 124,E69 .51
7"
 
48 A,E 57 CA LLERO DE CA-.BRA T.CONTINWEAL 69,088 9,9E3 IE-,M 72 3"
 
49 AE 17 CORZO UsVTE CARLOS POPLM.AR 29,006 3,05S 3 .2,'4647

50 AE 76 BSJSTIA'E CARLOS POPULAR 
 12,439 1,777 27,z:2 !4-,2.!° 
51 A,E 56 APAZA C(NSTATINO1 CONTIN.NTAL 5,182 941 1,7 
 6-23
 
52 A ,F 54 GALLErOS MALD CREDITO 27,095 5,645 44,.32 027.9

53 AF 31 SAAVED.A TEODORO 
 DEL NORTE 10,555 2,027 24,74-2 q5.

4 AF 8.GM4LES ANA 
 DEL SUR 4,007 599 15,761 "
 

SUE-TOTAL 2,513,6236 294,011 ?,739,7!4 2,!H.7oE47
AVERAGE 46,549 7,296 70,247 53,E45
 

Op. 
 54 ,OF TOTAL 58.90% 57.94" 53.A,;"/,
 

1 a 3 NV0OA AWARO WAPARO J. CO1TINE'NTAL 68,472 13,231 
-

:9,236 B.,752
2 B 62 HLERTAS ENRIQUE INTEr.E C 42,799 6,550 50,P41 49,23
3 e 52 LOPE EDC.RDO CONTINEEIAL 40,7e4 .5, 67,12 -,610
4 B 10 PASTOR VILCA JUSTO CONTINENTAL 30,979 6,951 57,310 -.-7 1 
5 B,C 8 SN.AZA.R GUIDO CWTINEN.AL 11,I2 1,597 33,033 12,73'
6 BC,E 51 ECHEA -NUIEL DEL SUR 33,703 4,142 58,7.9 22,
7 B,C,F 75 PI!ZCMARDO JAVIER CREDITO 31,822 7,729 43,991 23,

9 BE,F 70 NEGOC.PECUIR.AT.PAT. CREDITO 239,065 34,152 2:3146 2"7I2,
 

SUB-TOTAL 49e,-06 H0,022 E.9,256 5'0 7H" 

OP.= 8 
AVERAGE 
X OF TOTAL 

62,351 
11.70% 

10,117 
11.90% 

e;.,!,57 
10.55% 

72,,.7 
11.72-1 

I 
2 
3 
4 
5 
6 
.7. 
8 
9 

10 
11 

C 
C 
C 
C 
C 
C 
C. 
C 
C 
C 
CE 

83 NORIEG JOSE LUIS 
44 UENO JUAN 
4NU-Z $JAR FRAC. 
DAVILA GUILLa4O 

13 MICWNO ISAIAS 
19 CHIRINOS GaALES 
5 DEL CARPIO EDL.RDO 
2 VILLALOBOS WADEO 

73 VAL CIA ALLVISO 
29 r1-MiA DIAZ AL.E 
80 SSCO EDURDO 

POPULAR 
CT NENTAL 
FINSUR 
FINSUR 
DEL SUR 
POPULAR 
FINLR 
DEL SUR 
DEL SUR 
DEL SUR 
CONTINENTAL 

56",78 
48,13 
-44,68 
38,174 
3372 

16,Sa 
11,445 
8,832 
8,353 
4,796 

74,3.5 

15,923 
!0,539 
E,410 
5,753 
5,62-
4,739 
Ii25 
1,262 
!,'.79 

i84 
10,625 

74,660 
63,522 
52,40 
75,25 
7,-72 
.2,07 
14,72 
78,2.. 
4-:,779 

,42: 
67,--7 

' 

72,710 
5E,674 
5-,278 
e^Z927 

, ;_. 

:.,:34 
9,2 
547.; 
.4,.7:' 

SUE-TOTAL 349,696 64,372 .52,924 4 .1,062
 
AVERAGE 31,700. 5,.52


OP.= 11 
 % OF TOTAL 8.i ;1 9.47%l 1.c . 

1 0 5 GP JA.EE'VALDA S RI ,,22 ....
 
2.. S.. -L 
 .73102 2..,-.
27,5=0

3 D 49 ISiAS ESTL4RD n POPULAR 99, 42 2,.. .22,7:.5 1.
4 0 93 LAS FAL.Er.S RES.NO"TE .,406 9,7;4- 9,1;4 
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_RAS! ~ J: LYERSCULTURE 

A {OILE,, A 
L= SOi4~r 

FRD CCC4 4. 
+ _ 

T)TEOP.9d D TPR! , ,+GOODS T
DIFATMD ~TOTAL ~d A~! 

77 

c rQA 75,773A G IBARC4 0 TA N :1O3,093 E457 AC2A 1BINO'K ' Bl~ 6,3 iEqCOS TAU 
3 A 51; OCHEVP:IA 3,~ 6~UP A9,37 4C' 

4 ;"A 37 JUrLI 0 AREQUIPA 26174 3,5 A59,
~T~E~R HQUEL 23,2 28'2 25~E A" ,

6s A7 ALRE QL'IPA', 2;3 ,0 
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~{ 19,042
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±1 IVA '47,72 7702 56,455
PDRAJAfEARQ

12 K~ON! LRJZDIBL~AE7_794 'IASUT 

4~.1 S I T - n 

SUB-TT 322i7 96. 6lj,9 44E, 092 
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121 71,415 
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I 
7j 

OF. 2 OF,JO 2.514- MT~ 2i 

32 ~ ~ 

3- -L!Em9A M 

I~ J H 

LI 

LI9RTA 

183,281 

91 45 

2513,72 27j'3 ,1 
9 2 4 1 , 4? 6 , 

OP.=~ 3 

S TT 
a.6 

O T 

2-91,879, 
97,293 
68% 

'455,5/45,' 
'151e 48 
69 

-350'041.
~EEO 
7.S 

2 
~71Vct RCC 
0 E2ZI3ArA. 

S9LAZ4 

LIERTAD 
IMA 
AIDOIRA 

1983 
26,403 
114e2 

123A 012:,4Ef 
4,7'. 37,3 
28I'M' 

O~ 

SW-TOTAL 
AVBAGE 
F -OTAL 

167,514 
5 ,8M8 

3.92 

105 934_ 177,836 
62978 59,279' 

2.89% 0 

C. 
2, G 

39 t1Qgw DISTRIBUIDORA' 
43 AGRO INDUSTRIAL, S.A. 

LISERTAD 
~AREQUIPA, 

5912 36~443 
10361 

360,8 

818109e5 

A 

A 

0 

GP~2FO 

W SUB8-TOTAL, 429,931 
21i66 

10.063, 

463,058-_ .19074 
22341029 220,997 

7.17 e.94 

J 22PAPA CA SS.A.,i, AISS 13OO 2193 9,2 

opt. 
70 N.-G 

S-TOTAL 
NZ~AGE' 
tOF,TOTAL 

EZUA WR*PAT.~LNK 

173,000 
173j000 

406 
233,065 

219!340 
219,340 ;!E5,521 

-3.E 33 
272,642023 , ,, , 

V6 

60,Sa)Eo"MDO AREQUIPA 
57SCA9ALLRO DE-CAEREPA T.AEQUI PA 

59 MRBRO I 'AREQUIPA 

74,355 
69,08E 

69,09 

82,724 7.900' 
1~43,S 9662Eli 

17,26es 

7.1 
1010 
5S CALLR0 
5E SR 

GLA4 l 
UHN W Sr 

AREQUIPA 
'AI.,IA 

27,9-OS 
00$71 

7 e45 71Z0pEQ' "A.'3 
54 24,3f 687 A.,153 
264

o 

45±2 
9 

;i*LS C,D 

54 Ul 

~~~~~TI E 

kREOTIP 

A561.m 10! 

5
.2EEi1
±'45 

542.. 

~9571;-

C 



T 0T A L 41263,073 6,5 1,S2 4,9-! 2
 
P R 0m E D 47, " 721524 !4,1007
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P R ID ARERTN 
00,TNo. 7 

7 

LIST OF PROJECTS BY .FUND USE 

V. DOLLARS AT T!NE OF DISBLURSWL'NT 

CT!Vi'r!ES TO L~,qT. PR.DUVTIr TYPE GOODS TO ACQUIRE F110 USE ACTIVITIES 

iL OR!L.N0G z D V-E*Lr-AB!LES4J!S Ar IRRIGATIC EGUVVMDJ A-Z INTRAESTRLCURE 
-Z= TzJ'' "'NIEALZ,. := CROPS S= TRACTORS WND FARM I!!PL!]2TS B= PURCISE OF CHIRY M EPUIPM
C= : AZ", E C= t'1ILK FROD'JCCION Cc FEED FREPARATION EQUIPME-NT C-- PIURC64SE OF ANI M SC.CRk.EUID. AN4D D: CATTLE FAMNING Dz TUCKS Da WRK! CAPITAL 

= -E= EtS PRODUCTION' Em SPRAYING EQUPM!..rT 
Fr POULTRY Fm OT EQUIPM.DJT
G HOGS 6 HOGS 
=uS'=--
 Ha DIRY CATTLE'-


I= TUMYS I- BEEF CATTLE 
J= ACrICULTURE J= LAYERS 
K= FLC%4R.S Ka BROILERS AND MEET TYPE 
L= OTB. L, SEP 

Ma OTHER 

Li. 
USEOP.No E- DEPARTMWI PRIDA TOTAL 

PRIM + 
I.C.I. 

GOODS TO 
ACQUIRE AwIVITIES 

PROiCCICN 
TYPE 

1. A 29 MORAVA DISTRI.UIDOPA LIBERTAD 353,112 38,43 367,92 D 

2 

4 
* 
f 
7 

9 

,-~ 

A 
A 
A. 

A 
A 
. 

A 
P 

32 GrrERRE RICARDO AREQUIPA 
V3 A1RC it'!JSTRIAL S.A. A7CQUIPA 
.O'.E,!JOSE LUIS AREQUIPA 

9.ALP.. FL.'EAS TEIES 
5"- OAEAi'A .'ONUEL AREQJU1A 
37 ALVAREZ JULIO A.REOJIPA 
49 :A5REAJAL IMGEL AREQUIPA 
7E B-UST$W',TE CARLOS AREQUIPA 
74 CAR7ASCO EDNITO AREQUIPA

R!~:... DE RT!N -CYPIURA 

3521 
82,814 
69,819 
56,782 
63,406 
33,703 
26,746 
15,733 
12,433 
91901 
6,769 

3862,4
86,600 

134,1453 
76,012 
68,311 
43,791 
15,750 
20,5E6 
1I78 
48,433 
36,067 

84,076 
63,100 
63,197 
65,041 
35,668 
29,222 
17,391 
14,555 
16,853
15,141 

B,1 

A 
D 
BC " 

A,C,D 
BIC 
BIC 
B 
BC 

BCD 
BD 

. 
G 
e 

A 
A 
A 
i 
6 

2C F'E-.E cATEINO JO E AREQUIPA 5,702 14,200 9,113 • ,C 8 
S A 
A. ,E 

15 A,; 
:s A,B 
7 A, 

".2 A, 

?55O.MALES ANA 
PARAAS S.A, 

71 AVICCLA EL ROCIO 
4 N=J kAJA_ FRkC. 
:s ..LAO HUC HUGO 
1Dt-.!LA GUILLERMO 

AREQUIPA 
TLO.EU 
LISERTAD 
AREQUIPA 
A.REQUIPA 
AREQUIPA 

4,007 
173,000 
119,863 
44,S62 
41,446 
39,174 

20,877 
208,145 
137,626 
61,227 
52,220 
49,97 

9,631 
184,715 
125,7e4 
50,222 
44,504 
41,15 

F 
EF 
B 
B 
B 

A,B,CD 
C,D 
0 
C 
C 
C 

a 
J 
F 
a 
B 

.9 

22; 

2" 

li, 

,E 

1,0 

25, rARCiA DE HLJCO G. 
,AE24 AFCA G ALO 

~ 4?Wl MARTIN ALEJADROE; 
46 , CEC EENIU 

"7 EASTIAM.! ALVARO 
E - LAZA. sill0 

AREQUIPA
AP.Q0IPA 
r UM6LA....P 

AkEQUIPA 
A.CIpA 

30,5SB 37o697 
2Ef94 31,437 

23,727 35195 
1REQJPA19,042 4,195 
15,759 20,773
1Il.. 23,522 

35,327 a 
2'm6 B 
27,191 A27,19 At 
92,2:0 e 

:7,4?0 A,EF
5,5 CEF 

C 
C 

AAR 
BD 

AI,CD 

i 
6 

A.A 
A 

F 
22 

-, 
--

* -"E.AA .1I:A 
?,542 
!.5E 4 

22,151 
6407E 

13,41! 
67,2-2 

.%.8 
S, 

D 
AED EC 
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---------------

- 6k.- . 9,499 14,830 1i,276 B
" ?PC
2",')LL"'.R:
.n-O A PA 8,832 42,628 20,097 A,B,D
S;2 T:0 D!Az A2EK.p AREQUIPA 4,796 51,126 17,307 8 
B
 
9
-. SIC..r:,,.
10ALO AREQUIPA 16,e9 50,137 
 27,911 FH 
 BIC
1! 
 IC e1 B:" 0 Lt-D AEOUIPA 16,779 46,672 27,403 E,H,1
 

SU.-TOTAL 186,931 522,926 302,827
 
AVERASE 16,994' 47,5?9 27,530
Z= 0.3e 8.01% 6.13
% OF TOTAL 


,:4L'2.!AS ELTUARDO 
 ICA 99,142- !07,511 104,722 J
SE LED, F.CARLOS PIURA 53,5551 27,658 V,105 H,I D
 
LEN.!tRTIN 
 PIURA
"C !U7 53,-55 155193 69,478 H,- D ARE0UIA 11,698 17,455 13,617 B

DH 

: 7̂ Y6CIA ALECSO 
 AREQUIPA 8,253 10,189 
 8,852 . H


E? Z7 %NO JU APEQUIPA 5,744 29,697 
a,C.
 

13,35 H"
7 e,C
Cn., E3 TE:JADA EMILIO AREQUIPA 5,070 28,023 .12,72 H BIC. 8 0 3.,j2
E C-- 10 PASOR,VILCA JUSTO AREQUIPA 30,979 71,186 41,531 
 Hl C,D
9 C,D 72 JULZAN "AURORA AREQUIPA 19,677 46,851 
 29s735' H 
 9,C,D
.. , 
 9 KONG CR..ADQ AuC--uSo LISERTAD 14,817 37,661 22,431 
 I A,D
 

SUB-TOTAL 302,490 631,264 
 iH6,W87
 
AVERAGE 30,249 63,126 39,659
- = 
 %OF .OTAL 7.10% 9.67 
 8.0%
 

T 0TA L 4,263,079 6,528,088 4,941,632
 
P R 0M E D 47,368 72,534 54,907
 

154
 



Appendix E
 

LIST OF TRAINED CONTACTS MADE
 
DURING THE COURSE OF THE ASSESSMENT
 

(Not including Farmers Interviewed)
 

COFIDE
 

Carlos Klinger Central Manager Lima 
Victor Madueno PRIDA Project Manager Lima 
Carlos de Rivero 
Augusto Guerrero 

Branch Manager 
COFIDE Branch Manager 

Arequipa 
Piura 

Daniel Marrigue 
Alfredo Vallebueno 

COFIDE Office Chief 
COFIDE Office Chief 

Arequipa 
Trujillo 

Genaro Lujan Projects Department Trujillo 
Adalberto Leon COFIDE Office Chief Chiclayo 

Banco Central 

Henry Bareclay Deputy General Manager Lima 

USAID 

John A. Sanbrailo Country Mission Director Lima 
Mark Johnson Private Sector Dept. Chief Lima 
Guillermo Payet PRIDA Project Manager Lima 
David D. Bathrick Agriculture Dept. Chief Lima 
Fred Mann Agriculture Dept. Economist Lima 
George Wachtenheim Development Resources Chief Lima 

Banco Agrario (BAP) 

Teodoro Boza Wagner General Manager Lima 
Pedro Salas Planning Office Manager Lima 
Carlos Salinas Credit Manager Piura 
Jaime Jordan Regional Manager Tarapoto 

Banco de Credito 

Ramon Remolina Agricultural Advisor Lima 
Emilio Zegarra 
Carlos Bellido 
Rafael de Marzo 

Agricultural Credit Dept. Chief 
Regional Manager 
Branch Manager 

Lima 
Arequipa 
Tarapoto 

Banco Continental 

Manuel Roggero Assistant Manager Lima 
Ernesto Coz Head Intermediation Office Lima 
Jose Luis Chirinos Regional Manager Arequipa 
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Banco Popular 

Alfredo Ugarteche 
Julian Carrillo 
Jaime Caceres 
Roger Garcia 

Assistant General Manager 
Agriculture Promotion Chief 
Credit Department Chief 
Branch Manager 

Financiera del Sur 

Patricio Quinta
Hernan Jarrin 

nilla General Manager 
Credit Chief 

Banco del Sur 

Evornio Bertini 
Rafael Longhi 

General Manager 
Credit Manager 

Banco Regional del Norte
 

Francisco G. Garcia General Manager 
Eduardo Sanchez Credit Chief 

Financiera de Credito 

Julio Pfluleer Credit Manager 

Banco Nor Peru
 

Eduardo Lee Lam General Manager 

Juan Balfre Garcia Credit Manager 

Pedro Gaspar Diaz Branch Manager 


FOPEX
 

Bruno Barletti Operations Manager 

Charles Morin Agricultural Operations Manager 

rundacion para el Desarrollo Nacional 

Luis Paz Silva President 

Lima
 
Lima
 
Arequipa
 
Tarapoto
 

Arequipa
 
Arequipa
 

Arequipa
 
Arequipa
 

Piura
 
Piura
 

Lima 

Trujillo
 
Trujillo
 
Chiclayu
 

Lima
 
Lima 

Lima 
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Appendix F
 

PRIDA RISWNRC[S PRQJCI CASII flow 
In U.S. Dollars
 

AS of March 31 1915
 

1998S
h o w. P e t. . f.. Mar Apr .
 . .........................!qi.
......
.. .. . .- . -A. ... . r r ay Jul. Au.s. rspt . Oct. _' INow. Jai,. 
ec. Feb. a iar. 

"U5alP melm@uCos 104.915 

IS6 240.142Z S74.]w) 
 296.o711 65.491 
 l.Han.flSZ 
 909.026
 

Gm IOFIK ACu~c:• 4.881.9S0 
CG-fl&&Rc 1nl Resources I . 
IklLt wm tPrincipalPrIRIDA 
b. Interest 


34.126 21.6i3l 51.42l 
 10.68Z 174.465!

ires 


22.166
L. lave-tt I1.033FunJ 3.058 243.253 2.563 65,404 JSO.4/f 

Ub-69,059
' 
1 techn ica l Assist.
 211,az1 
248.68 Ill'l-I 1s1.am 813.540 
 335.16z 105.890 126.156 
 451.666 
. t'echtlcal 163.429 66.96$
Assist. ,4.144.404
 
Shrt-term T.A. 

1.052 

13.910 
 4."g. . f r lC V S is.az1 09 . 3 13 3 . 200

Evaluation 1.2 1'ultravlti(Delicit) 104.415 

241.453 (36.02) 
 27S.69Q (155.54|) 
178.939 (160.049) 1.492.040
Accuoul (705.890) Zl.857!-d Iknd sbursed (180.711) (99.445) I?.-Z3 1.119.0/
...
Funds at btq End 
 - .104.91S 104,975 01.115 104.915 104.915 146.428 31J9.499 SSS.189 429.651 ;408.56 
448.54 1.940.581 I.Z34.691 
 1.447.554 
 1.266.771 
 1.167.312 
 . )19,453 

Olbursed to COF uE and iCJ's In 'ervvlan soles, but consiJered In U.S. doJlas at disbursepents date echanne rail. 


