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1. SUMMARY AND RECOMMMATIOS
 

A. Facesheet
 

B. Recommendations
 

It is recomended that a grant (the Grant) be authorized for the
formal private sector and guidance and monitoring components in the amount
 
of US$ 3,200 000, of the $6,000,000 AID contribution for the Private Sector 
Policy Planning and Institutional Development Project (the Project). A 
grant for the informal private sector component (*1,200,000) was previously 
authorized on June 20, 1985. A grant for public sectorthe component

(1,600,000) will be authorized in FY87. 
 The Project will be obligated and
 
implemented through 
 three (3) separate grant agreements with: the 
Confederaci6n lacional de Instituciones Empresariales Privadas (CONFIEP),
the Instituto Libertad y Democracia (ILD), and the Government of Peru (GOP),
and four (4) personal services contracts, two (2) for Project guidance and 
monitoring and two (2) for technical assistance in investments, savings and 
export promotion. The Project will have a life of five (5) years and is
expected to be incrementally grant financed over the next five (5) fiscal 
years, including FY86 (but excluding FY85 during which the first grant
 
increment of the ILD component was financed).
 

C. Summaries
 

1. Background
 

Peru is presently in the midst of a severe economic crisis
 
characterized by an unmanageable foreign debt, limited growth, high

unemployment and underemployment, threatening of hyper-inflation, and little
 
recovery in standards of living. Although external factors such as
 
commodity prices and weather related disasters have aggravated the situation
 
in recent years, 
the crisis must be primarily attributed to the development

strategy, economic policies and poor economic management of the past two
 
decades.
 

The principal factor contributing to this structural (rather

than temporary crisis) has been the large-scale intervention by the State in
 
the economy, particularly since 1968. This intervention 
can be seen in: 
the high level of regulation of all aspects of the economy; direct 
Government investment in productive and service enterprises; increasing

controls on private economic activity in "exchange" for special incentives
 
or protection for high priority sectors; the emergence 
of a very large
informal sector; and, most dramatically, in the very high foreign debt 
incurred in measure help finance thelarge to Government's Intervention in 
the economy. In addition, state interventionisam has been manifested in an 
extraordinary large number of laws and regulations often contradictory and 
emanating from many state entities not always acting in coordination.
 

Since peivate savings and investment have been declining to 
very low levels due to this policy climate, the Government has felt 
obligated to compensate by increasing its 
own spending. This spending has
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mostly been financed by further foreign and domestic borrowing ad the 
printing of money, but has not been nearly sufficient or adequately targeted 
and managed to revitalize the economy, address unemloyment and low living 
standards or generate the foreign exchange needed to pay off the debt. 

Given the magnitude of the requireaents in Peru for jobs, 
foreign exchange and imrcved standards of living, the principal challenge 
facing the country is how to generate sufficient investment in productive 
activities. Since the Government clearly lacks the resources to meet these 
requirezents (without even considering whether the resources would be 
efficiently managed) and can no longer depend as before on foreign 
borrowing, it is evident that for the economy of Peru to grow and create the 
jobs required to at least meet the population expansion it must rely on a 
large-scale increase in private savings and investment. 

2. Problem, Eationale and Strategy
 

Although the primary answer to the economic crisis must be 
found in private investment, the ability of the private sector to respond to 
the challenge is constrained by the policy framework. At the same time, the
 
fragmentation of the private sector (informal vs. formal, regional vs. Lima,
 
sector vs. sector), and the weak institutional capability to research,
 
formulate and promote policies that are more conduciue to private savings 
mobilization and productive investment, have prevented the institutional
 
leadership from assuming a more protagonist role in the design of policy. 
In addition, the possibility of reforming the present policy framework is
 
limited by the corresponding lack in the public sector of an institutional 
capacity for policy analysis, planni and consensus-bu'.1dir& required to 
promote private investment. 

In this context, it is necessary to develop the inntitutional
 
capability, in both the private and public sectors, to analyze the economic 
situation and formulate appropriate and consistent policy respoases to 
constraints limiting investment and growth. In addition, it is necessary to 
help the private sector (fo,-mal and informal) coalesce around key issues of 
national importance and to facilitate a public-pr'vate policy dialogue 
around these issues leading to the removal of the constraints and the
 
promotion of private investment.
 

To the extent that this assistance contributes to the 
development of a national consensus on the definition of the problem, as 
well as to a better understanding of the role of the private sector, the 
likelihood of achieving a consensus on the policies required will be greatly 
enhanced. 

The proposed Project is an outgrowth of a comprehensive 
Peruvian Private Sector Lssessmnt carried out by Coopers and Lybrand 
(1983), as well as a number of other private sector reports prepared by a 
PiU Recornaissance Mission to Peru (1984), the findings of the US 
Presidential Task Force on International Private Knterpriae, and other 
in-depth studies/evaluations prepared by Development Alternatives and, most 
recently, by Arthur D. Little. 

The Project strategy i2 to support. the development of an 
adequate policy analysis, dialoguc and consenrus-building capability by 
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providing institutional support and technical assistance to existing 
organizations with the potential for serving as focal points is the 
formulation of an appropriate economic policy. The Project will stregthen 
CONFIEP, ILD, regional chambers and key GOP units in terms of their 
staffing, professional excellence and ability to carry out (or sponsor) 
studies, conferences, publications and other activities aimed at policy 
reform and increased private investent. The guidance and coordination 
component will identify and -upport Project efforts leading to the
 
harmonization of economic policies, the definition of priorities, 
coordination of activities and the efficient and effective use of Project 
resources. 

3. 	ProJect Description
 

The goal to whic'. this Project contributes is the promotion of 
economic growth and employment through the alleviation of policy, 
institutional and attitudinal constraints to private savings and 
investment. The purpose of the Project is to promote policy dialogue and 
reform through the improvement of: 1) the institutional capacity of the 
private sector to research and analyze key issues of national importance and 
to engage in constructive policy dialogue with the GOP; 2) the institutional 
organization of the pcivate sector (formal and informal) around key policy 
issues of broad significance; 3) the institutional capability of the GOP to 
research and analyze similar policy issues; and 4) the enhanced
 
understanding of the positive role of private enterprise and its potential
 
economic contributions.
 

The 	Project coqsists of four basic components:
 

a) 	Institutional development of CONFIKP (the most comprehensive
 
representative of the private sector in Peru) and strengthening
 
of the research and analysis capability in the formal private
 
sector (including assistance to sectoral and provincial
 
association. The principal thrust of this component involves
 
the strengthening of COVFlEP as the major representative of the
 
private sector on key cross-cutting policy matters and as a
 
generator and catalyst of economic research and policy 
dialogue. Major activities include: hiring and development of 
staff to guide and implennt the program of economic studies, 
public affairs/publications and membership affairs; studies and 
publications; meetings, forums and conferences; technical 
assistance and training. These activities will be focused on 
two basic thins: 

(a) 	opportunities and constraints for private savings and
 
investment; and (b) the role and potential contribution to
 
economic developmnt of private enterprise in the Peruvian
 
context.
 

b) 	Strengthening the economic policy analysis capability in 
the public sector. The principal thrust of this coqmpent 
is to identify and develop the appropriate unit or units in 
the GOP as the focal points for policy research and 
analysis of inve ;tment related issues. Activities would 
include: funding of studies to analyze constraints and 
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opportunities for investment as well as other key econoaic 
issues; strengthening of the appropriate GOP units, 
principally in the Ministry of Economy and Finance (NIF) 
and the Peruvian Central keserve Bank (BCR); and training 
and technical esistance to support the professional
 
development of the appropriate staff.
 

e) 	Strengtaening of ILD (the foremost authority on the 
informal sector in Peru) in its efforts to research and 
document the role of the informal sector in the economy, 
reduce unnecessary bureaucratic regulations and advocate a 
policy framework more conducive to investment and
 
"integration" into the formal economy.
 

d) 	Establishing a Project guidance and coordination unit to 
assist in: insuring permanent linkages and coordination 
among the principal actors (COIPIIP, sectoral and regional 
chambers, ILD and GOP); monitoring, evaluation and periodic 
adjustment of the Project; helping to define scopes of
 
work; identifying opportunities for working with the GOP
 
and initiating dialogue directed at changes in particular
 
policies, regulations and/or administrative practices;
 
identifying and following-up opportunities for private
 
investment and export development.
 

4. 	Summary Financial Plan
 

Participating Host Country 
A I D Counterpart T O T A L 

I. Formal Private Sector 2,005,000 1,383,000 3,388,000
 

a. 	COFIKP (1,645,000) (1,276,000) (2,921,000)
 
b. 	Regional Chambers (360,000) (107,000) (467,000)
 

1I. Project Coordination 1,195,000 	 0 1,195,000
 

III. Informal Private Sector* 1,200,000 1,097,000 2,297,000
 

IV. Public Sector** 	 $1,600,000 $ 900,000 $2,500,000
 

PROJCT TOTAL 	 6,000,000 3,380,000 9,380,000 

* First obligation ($450,000) occurred in FY85 
'* First obligation (8400,000) scheduled for FY87 

D. 	Project Issues
 

1) 	Issue: The Project should focus on policies which most
 
directly facilitate increased exports and investment.
 

Response: The entire Project has been designed to encourage
 
change in Peru's development strategy and policy framework 
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required to mobilize savings and investment. All policy 
analysis and dialogue activities are focused on two broad 
thems: (a) constraints and opportunities for private 
investment; and (b) the role of the private sector and the 
necessity of relying on private investment. The principal 
criteria for selecting research topics and defining the agenda 
for conferences and policy dialogue initiatives would be: 

11conomic is~act as measured by the potential for 
stimulating new savings and investment (and consequently 
employment and exports). 

Likelihood of obtaining a broad private sector consensus
 
around the issues.
 

Potential benefits to both the private and public sectors 

from following up the issues.
 

2) 	Issue: Significant efforts should be aimed at modifying the 
attitudes of the private sfctor, GOP and society in general 
toward the role and potential contributions of private 
enterprise. 

Response: As noted above, efforts aimed at educating and 
modifying attitudes, on the basis of a broader understanding of 
the private sector (to include informal enterprises ) and its 

role in the economy, is one of the two basic themes of the 
activities to be financed under this rroject. The formal 
private sector has come to expect special. privileges and 
protection in return for investment in productive activities. 
Consequently, it is organized institutionally to protect 
special privileges, uisually at the expense of other elements of 
the private sector and of the economy as a whole. The 
activities included in the Project are aimed at modifying these 
attitudes through a two way education process which: a) 
educates Peruvian entrepreneurs to be competitive, socially 
responsible partners in Peru's development; and b) fosters more 
positive attitudes toward the private sector in the GOP and 
Peruvian society in general by demonstrating bow a system that 
encourages investment by all private interests would benefit 
the national economy and the entire private sector. In 
addition, the Project seeks to address the tendency of informal 

entrepreneurs to perceive themselves as being outside the 

private sector.
 

3) 	 Other issues raised during the PID review are addressed in 

Annex III. 

E. 	Suinry Findinus
 

The Project Committee has reviewed all aspects of the proposed 
Private Sector Policy Planning and Institutional Development Project and 
concluded that the Project it institutionally, financially, economically, 
technically, socially and environmentally sound and consistent with the 
development objectives of the GOP and with Kission strategy and objectvieu.
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The Project Comnittee recomends that the Project be authorized. 

F. USkID/Peru Project Developmnt Coumittee 

- Private Sector Officer Hark Jolnson 

- Loan Officer David HLmelfarb 

- Private Sector Program Slpecialist (PSC) Ursula Odiaga 

- Regional Program Economist Robert Burke 

- Regionvl Contracting Officer Michael Snyder 

- Controller Robert Bonnaffon 

- Legal Advisor Garber Davidson 
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II. BACKGROUVD
 

A. Country Setting
 

The management of Peru's economy over the past 10-15 years has led 
the country into economic stagnation and enormous foreign indebtedness. 
Although the crisis is often blamed largely on external factors (depressed 
world prices for export commodities and weather related disasters) a review of 
the data suggests that the economic policies and development model adopted
 
during the period, as well as poor economic management, have been even more 
imortant factors. The "structural" nature of the crisis implies that Peru is 
at a crossroads in terms of having to define and implement a new and viable 
strategy for stimulating sustained economic growth. 

In very brief terms, Peru's economic strategy over the past 10-15 
years has been characterized by the following features:
 

- Heavy reliance on exports of coimodities (minerals, fishmeal, 
agricultural products) to finance imports (foodstuffs, capital 
goods and consumer products) as well as Government investments 
(infra-structure, and para-statial institutions).
 

- Import "substitution" in the manufacturing sector, aimed at 
stimulating the assembly of products for the local market through 
import tariffs and other special incentives and protective 
regulations. 

- fEphasis on policies favoring manufacturing and services for the 
urban population, as opposed to a&riculture and the ru-ral
 
population.
 

- An increasing direct state role in the economy, as reflected in 
the growth of state owned enterprises Involved in production and 
distribution of goods and services, the extensive regulation of 
virtually all ecoromic activity and the increasing dependence of
 
the economy on public sector investment, consumption and
 
transfers (through social pro&rams).
 

- A large foreign debt ($14.1 billion), incurred in large measure 
to help finance the State's expanding role in the economy, and 
its consequences.
 

This approach to economic management has resulted in economic 
stagnation. Table I (page 3) indicates that in the decade between 1975-1985, 
GDP (in constant terms) increased on average by only 0.6 percent per year. 
Although the eccr.omy actually contracted by aa average of 0.4 percent per year 
between 1980-1985, the slow 1.3 perient average annual growth experienced 
betwean 1975-1980 indicates that the stagnation of the *conouy has been a 
relatively long term problem. 

In general, the productive sectors (agriculture, fisheries, mining, 
manufact-uring, and construction) have performed less well than non-productive 
sectors (goverrment, services, trade, transport, finance). Furthermore, among 
productive sectors, manufacturing and construction have shown the worst 
performances over the period. More export-oriented sectors such as fisheries, 
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mining, and agriculture have experienced greater growth. Although prices for
 
Peru's principal export cotmodities have been low in recent years, it would 
appear from these statistics that the country's economic malaise has more to 
do with its internal structure than with external factors. 

The consequences of limited economic growth can be seen in Table 2 
(page..). Per capita income, measured in 1970 Soles, has decreased 6 percent 
since 1970, 17 percent since 1975, and 14 percent since 1980. Furthermore, 
official statistics sug&est that unemloyment increased from 4.7 percent in 
1970 to about 11 percent in 1984. In addition, undereloyment (defined as 
those with less than full time jobs or earning less than the 1967 minimuz wage 
adjusted for inflation) has increased from 46 percent of the work force in 
1970 to 57 percent in 1984. In the 1970-1983 period, the economy generated 
1.6 million jobs while the labor force expanded by 2 million people. 

Economic stagnation can largely be attributed to low and declining 
levels of investment and savings. Table 3 (page 6__) shows that in constant 
terms, gross fixed investment has declined steadily since 1975. As a
 
percentage of GDP, investment has declined from about 20 percent in 1975 to 
only 15 percent in 1984. ( 1) Except for the three years of increased levels 
between 1980-1982, private sector investment has been declinin& in both 
absolute and relative terms. Investment by the public sector has increased 
slightly over the period such that its share of total investment is now about 
36 percent. 

Despite low levels of investment, internal savings have been 
inadequate to fund these investments. Since 1975, savings as a percentag' of 
GDP have exceeded investment only once (in 1979). Extensive foreign torro.-ing 
have been necessary to make up the difference and, most recently, to sertice 
the debt. For example, of the $2.7 billion borrowed in 198-, 55 percent :ent 
towards the debt, 8 percent towards food imports and other purposes, and .nly 
37 percent was left for investment projects, most of those in the puilic 
sector. 

(1) In contrast, fixed investment in Ecuador, Colombia, Veneruela and Brazil 
averaged 24 %.
 

I 
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TABLE 1
 

GROSS DOMESTIC PRODUCT BY PRODUCTIVE SECTOR: 1975-1984
 
(Million 1970 Soles)
 

Average Annual
 

1975 1980 1983 1984 
 1985 1975-85 1980-84
 

1. Agriculture 39,106 
 38,530 41,222 44,886 
 46,180 1.7 3.7
 

2. Fisheries 2,623 4,073 
 2,099 4,028 3,758 
 3.7 -1.6
 

3. Mining 18,251 
 31,330 29,910 31,838 
 35,508 6.9 2.5
 

4. Manufacturing 80,582 82,802 66,616 68,474 70,789 
 -1.3 -3.1
 

5. Construction 18,603 17,230 15,368 15,603 
 13,539 -3.1 -4.7
 

6. Government 24,114 25,420 
 27,066 27,066 26,795 
 1.1 1.1
 

7. Other 127,852 138,594 127,062 132,063 
 134,248 0.5 -0.6
 

TOTAL 311,131 337,979 309,343 323,958 
 330,817 0.6 -0.4
 

Productive
 
Sectors (1-5) 159,165 173,965 155,215 
 164,829 169,774 0.6 
 -0.5
 

Ion Productive
 
Sectors (6-7) 151,966 164,014 154,128 159,129 161,043 0.6 -0.4
 

Source: 
 Banco Central de Reserva del Peru, Memoria 1984, and unpublished data.
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Foreign private investment has not been a significant factor in recent 
years. In contrast to a net inflow of $316 million in 1975 (mostly in mining 
and petroleum), Peru in 1985 experienced a net outflow of foreign investment 
capital amounting to $178 million.
 

One of the brightest aspects of Peru's econo,'ac situation since 1975 has 
been the growth of its exports and its positive balance of trade since 1978 
(except in 1981 and 1982 when there was a major surge in imports). As can be 
seen in Table 4 (page 7 ), the value of exports was 134 percent greater in 
1984 than in 1975, even though depressed world comodity prices resulted in a 
20 percent decline in the value of exports between 1980 and 1984.
 
Furthermore, Peru has kept its imports at or below 1975 levels, except in 
1980, 1981, and 1982.
 

The positive long term trend in exports and the trade balance has
 
unfortunately not been sufficient to compensate for the increasing levels of 
foreign debt. Negative financial transfers have resulted in a negative 
current account in every year since 1975, except in 1979. The increasing 
burden represented by the foreign debt is evident from the debt service to
 
export ratio which reached 63 percent in 1984.(1) The only factor 
maintaining a positive balance of payments (in most years) has been additional 
foreign borrowing. Official loans have represented the major inflow of 
capital, and in 1984 Peru received no new commercial bank crediLs. The one 
year GOP restriction on payment of no more than ten percent of its export 
earning to service its debt has assured little or no access to co~zrcial (and 
in some cases official) loans.
 

In the context of the poor overall economic performance .f the -rst 
decade, it is important to note the vei,: hitch - and increasin, - le.vel of 
public sector participation in the economy, as a result o aggressive 
borrowing and not of taxation. Table 5 (page_8 indicates that ii 1984, total 
public sector expenditures (excluding financial institutions) =-rnted to 56 
percent of GDP, comared to a high of 66 percent in 1983, and A,. percent in 
1975. Furthermore, the public sector deficit has ranged from r 30w of 4.7
 
percent of GDP in 1980 to a high of 12.1 percent in 1983. Since t ,ignificant 
portion of this deficit has been covered by foreign borrowing, i,.is evident
 
that the public sector is the major contributor to the debt problem. 

Public sector expenditures are now fairly evenly divided between the 
central government and state owned enterprises. In both cases, most of the 
resources are being spent on current operations (primarily payroll and goods 
and services) with only a relatively small percentage being investod in 
capital formation. In 1984, only 15 percent of total public sector outlays 
went into investments, although the level was a slightly higher, 19 percent in 
the state owned enterprises.
 

(1) Interest and principal obligations for 1985 represented an estimated 122
 
percent at 1984 exports.
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TABLE 2 

SILICTED IVDICATORS OF RCOVOKIC WKLLBEKIG* 

1970 1975 1980 1983 1984(1) 
GDP/Capita (1970 Soles) 18,011 20,410 19,519 16,550 16,856 

Rmployent (tbousands) 3,971.4 4,581.3 5,210.7 5,599.0 N.A. 
- Agriculture 1,873.6 1,950.0 2,046.0 2,111.0 N.A. 
- Mon-Agriculture 2,097.8 2,631.3 3,164.7 3,488.0 N.A. 

Labor Force(thousands) 4,167.3 4,817.5 5,605.2 6,169.5 
- Unwn1oyrent (percent) 4.7 4.9 7.0 9.2 10.9 
- Underemployment ( 2 )  45.9 42.8 51.2 57.1 57.4 

(1)1985 data is not available
 

(2) 	 Defined as a person working less than 35 hours or earning less than the 
1967 minimum wage adjusted for inflation. 

* Sources: Benco Central de Reserva del Peru; Ninlstry of Labor. 
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TABLE 3 

SRLECTED* IrDICATORS OF SAVI S ARD IVVESTKrrI 

1975 1980 1983 1984(1) 

Gross fixed investment 58,254 55,039 50,257 46,602 
(Thousand 1970 Soles) 
- Government (M) 16.6 22.4 19.7 22.1 
- Public Institutions (1) 32.1 23.0 38.2 35.7 
- Private (M) 51.3 54.6 42.1 42.2 

Internal Savings/GDP (U) 
Investment/GDP (M) 
Difference (M) 

8.5 
19.8 

-11.3 

17.1 
17.7 
-0.6 

11.6 
17.0 
-5.4 

13.9 
15.4 
-1.5 

Foreign Borrowing (Iet) (2 ) 793 377 1,409 1,068 
(Killion U.S. $) 

(1) 1985 data is not available
 

(2) Yet borrowing reflecting different between inflows (neW d.bt) it.inus 
outflows (payments of principal and interezts 
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TABLE 4
 

ThUDS IN THE BALLICES OF ThADE AND PAYWKVTS
 
(Millions of U.S. dollars)
 

1975 1980 1983 1984(0)
 

Trade Balance -1,097 
 826 293 1,007 

- Rxports FOB 1,330 3,916 3,015 3,147 

- Imports FOB -2,427 -3,090 -2,722 -2,140
 

Current Account -1,535 -101 -872 -252 

- Net Transfers -438 -927 -1,165 -1,259
 

Not Capital Flows 958 
 823 832 499
 

- Official Loans (net) 793 
 377 1,409 1,068
 

- Other Public Sector (net) 
 - -6 22(2) 368(2)
 

- Private Loans (net) 
 26 64 -85 -114
 

- Direct Foreign Investment(net) 316 27 
 30 -89
 

- Short Term Capital -177 361 
 -552 -734
 

Balance of Payments -577 722 -40 247
 

(1) 1985 data is not available
 

(2) Reflects non-payment of debt
 

* Source: Banco Central de Reserva del Peru, Hemorin 1984, and 
unpublished BCR data.
 



TABLI 5
 

PUBLIC SICTOR INCONZ AND WEVPEDITURES
 
(As a percentatt of GDP) 

1975 1980 1983 1984 1985 

Ion-Financial Public Sector 

Revenuems 36.5 55.0 54.2 48.5 l.A 

Expenditures 46.3 59.7 66.3 56.1 N.A 

- Fixed investment (8.9) (5.2) (10.2) (8.7) (7.7) 

Deficit 9.8 4.7 12.1 7,6 4.2 

- ForeiSn Financing (5.1) (2.0) (6.9) (6.0) (4.6) 

Public Sector a-penditures 

Central Goverrment 24.0 27.6 29.1 29.5 20.4 

- Current expenditures (16.5) (18.1) (19.2) (17.8) (17.1) 

- Capital formation (2.9) (3.6) (3.4) (3.5) 2.0 

Enterprises (non-financial) 22.3 32.1 37.2 26.6 L.A 

- Current expenditures(l) (16.0) (24.0) (28.2) (20.6) L.A 

- Capital formation (1 ) (6.0) (1.6) (6.8) (5.2) l.A 

(1) PrelimLinary 

Source: Central Bank 
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To summarize, it is evident that the major challenges facing Peru are: 

- The need to stimulate substantlellr higher levels of 
 new
investment in productive activities in order 
 to generate

employment (and improved standards of living) and the foreign
exchange needed to service the foreign debt (once debt servicing 
is fully reinitiated).
 

- The critical importance of mobilizing sufficient internal savings
(or foreign investment) to satisfy investmant requirements.
 

Internal savings for investment can be mobilized in two fundamentalways: taxation (or forced savings) and encouragement of private savingsthrough the financial 
system. The former approach is considerably less
efficient, particularly in Peru, considering that most of 
 the resources
captured by the GOP are utilized fo- operating expenditures rather than newcapital formation. Even if the 
GOP could increase its revenues through

taxation (and recently it has reduced many taxes), most would have to be used 
to cover the fiscal deficit. 
 In other words, the public sector's potential as
 a source of savings and investment is very limited. Yet, in order to improve

the standard of living of "all Peruvians," 
as pr=mised by the APRA Government,

substantial new wealth must be created.
 

Based on this assessment, 
it is evident that any strategy for
stimulating sustained economic growth will have to rely primarily on privatesavings and investment, both domestic and foreign. However, neither
public nor private sectors in Peru have formulated clear 

the 
economic developoent

strategies or adequately addressed the isaue of how to stimulate sufficent 
savire and investment. 

B. Constraints to & Private Sector Response
 

The ability of the Peruvian private sector to take the lead role informulating and implmenting 
a strategy aimed at stimulating savings and

investment on, the scale required is seriously limited by a number of major
constraints. These constraints, which are briefly reviewed below, are related to the policy envirorment, private sector and 
goverrment institutions, and
 
prevailing public attitudes.
 

1. Policy environment
 

The policy environment in Peru over the last several decades, but
particularly since 1968, has played a fundamental role in shaping the private
sector and its capability to respond to the challenges described above. Some
of the key aspects of the policy environment, and their impacts on the private
 
sector, include:
 

- The extensive Governmnt use of secial priviletes and

incentives as a basic approach toencourae Lrowth or address
the stated needs of different sectors. For example, priority
industries have received particularly high protective

tariffs, duty free privileges for imports of raw materials 
and equipment and subsidized credit. However, in return, the 
GOP has often asked the industry involved to go along with 
other policies and regulations that might not otherwise have 
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been accepted (such as labor, pricing, taxation and other
 
regulations) and wbich might be detrimental to the interests
 
of the private sector as a whole. The principal impli:ations

of this 
approach for the private sector have included: a 
high level of dependence on the special "privileges" provided
by Government; a generalized perception in the private sector 
that the "decision making" process is a zero-sum Sa with 
one group's gains coming at another's expense; an extremely 
complex policy and regulatory framework; 
the frag iantation of
 
the private sector (further described below); and a general
mistrust of the role of the private sector in overall 
economic development.
 

The extraordinary web of often times contradictory oolicies 
and reulations, particularly since 1968. (1) that has 
further framented the private sector and acted as a 
disincentive to savinrs, investment and iob creation. One of 
the principal impacts of the regulatory maze has bees the 
emergence of an extraordinarily large "informal" sector 
(estimated by ILD to represent about 60 percent of economic 
output in the Lima metropolitan area) that operates partially 
or completely outside the legal and regulatory framework 
established for private businesses. Compliance with and 
administration of this system of regulations represent a high

economic cost. Moreover, certain economic inefficiencies
 
associated with the 
informal sector (e.g., the tendency of
 
informal operations not to expand because of inadequate 
access to credit or the fear of greater "visibility;" the 
difficulty and cost of obtaining materials and equiWi-nt, 
etc,) severely inhibit greater productivity and growth. 

The trend, since 1968. towards &rester direct public sector 
involvement in the economy. There are now 150 enterprises, 
wholly or partially owned by the state, involved in a wide 
range of activities including production, distribution and 
marketing, utilities 
 and finance. These enterprises
 
represent "nationalized" private companies or investments 
perceived by the public sector to have been necessary to 
address either the "inefficiency" of the private sector (e.g.
distribution of agricultural products) or the lack of private 
investment in selected industries (e.g. steel). Since state 
owned companies are either competitors, buyers or suppliers
of most private enterprises (particularly in the formal 
sector), 
their existence and the policies affecting them are
 
important aspects of the policy environment.
 

The failure of interest and exchaits rate policies and other 
related financial policies to stimulate sufficient levels of 
domestic 

(1) The Instituto de Libertad y Democracis (ILD) has estimated that more laws 
and regulations have been enacted since 1968 than in all of Peru's 
previous history. 
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savinis and investment. The steadily declining rate of domestic
 
savings and the corresponding reduction in investment, has
 
already been 
noted above. The lack of adequate incentives for 
savings and investment must be considered to be a fundamental 
policy constraint to economic growth. 

2. Private Sector Institutions
 

Another major constraint to the private sector's ability to take
 
a leadership role in the economy and its revitalization is its weakness and
 
fragmentation as a broad interest group. These characteristics, which are
 
clearly reflected in the large number of specialized and relatively weak
 
private sector representative organizations, appear to have resulted 
from the
 
tendency of each economic sector to look out only for its own interests in it9
 
relations with the public sector and other private 
groups. Although the
 
principal private representative institutions are assessed in Section 
IV A -
Institutional Analysis and Annex I ­ some general observations would include:
 

- The historical inability of the private sector to unite to 
advocate effectively for principles, policies and 
administrative practices of interest to all private business.
 
(e.g. enforcement of contracts, right of private property,
 
market determined prices, etc.).
 

- The relatively weak leadership of many private associations 
in the formal sector because of the tendency of the most
 
important entrepreneurs to maintain a low profile and to
 
delegate leadership of the business community and 
 it.s
 
associations.
 

- The absence of institutional mechanism to resolve conflicts 
in the private sector - the crea'ion of COFITEP 
notwi thstanding. 

- The lack of a broad private sector -identity" incorporating: 
formal and informal businesses; Lima and other regions; and 
enterprises from all economic sectors. 

- The widespread perception in Peru that the private sector is
 
both risk averse and synonymous with a small privileged elite.
 

- The lack of sound economic and technical analysis to promote 
policy change, reflecting the fragmentation of the private 
sector and the tendency of the representative associations to 
react defensively to protect special privileges rather than 
to propose policies (based on sound research and analysis)
 
aimed at stimulating private investment and savings.
 

- The absence of formal, regular mechanism through which the 
private sector can initiate and sustain dialogue with the 
public sector. Very few institutional mechanisms exist to 
engage the government in policy discussions of critical 
importance to the private sector, and underlying al). the 
above. 
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The lack of strong, self sufficient private sector
 
institutions which er4a:e in strategic planning to ensure
 
both long term financial viability and provide valuable
 
services to mmers which in turn generate financial support
 
from them.
 

3. Public sector institutions
 

A third major constraint to an effective private sector response

to the economic crisis is the fragmentation of the public sector's policy

analysis and planning functions, as well as the lack of a capability 
to
 
dialogue with the private sector and involve them 
in the policy reforA
 
process. For the most 
part, each Goverret agency seeks to formulate and
 
apply policies and regulations relevant to its specific areas of
 
responcibility. However, a number of institutional 
weaknesses tend to work
 
against the type of sound analysis and policy planning required to stimulate
 
significantly 
 increased levels of private investment and savings. For
 
examle, these weaknesses include:
 

- Poor capability to look at the broader economic situation,
 
clearly "diagnose" the problem, define an appropriate overall
 
strategy, and formulate an internally consistent set of
 
policies for strategy impleentation.
 

- The tendency of the public sector to develop policies on the 
basis of an "ideological" understandin; of major econc,'mic 
issues or as a quick reaction to specific crises or pres3'u-(i,

from the most poverful and effective interest groups.
 

- The inability to evaluate the costs and benefits of propose(',
 
laws and regulations (policies), particularly in relation to
 
their inmact on investment, employment creation and economic
 
efficiency.
 

- The conflicting signals (and changing rules of the game)
 
coming from different parts of the GOP, some favoring pr'.vate
 
sector growth and development and others advising 
 or
 
admonishing against it 
or advancing new governmental
 
interactions in the economy.
 

- New themes emerging in the GOP, such as decentralization and 
privatization of some state enterprises, which have not yet
found an adequate response in the policy and institutional
 
frameworks.
 

C. Definition of the Problem
 

To sraiarize, the problem to be addressed by this Project is the 
severe economic crisis characterized by a stagnant economy, a declining
standard of living, inadequate savings and investment, and a heavy burden of 
foreign debt. because the magnitude of these problems is so large, and given
the very limited resources of the public sector, the primary answer to the 
crisis mast be found in substantial private sector investment to create jobs,
foreign exchange and new wealth required by the expanding Peruvian population. 

/
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However, an adequate response is presently constrained by the 
existing policy framework and GOP organizational limitatiom aV well as by the 
fragmentation and weakness of the private sector and its institutions, In 
addition, the reform of the policy framework is made difficult by the weak 
analytical, planning and consensus building capability in the iaLtltution, of 
both private and public sectors.
 

D. Prolect Rationale and Strategy
 

1. Principal Strategic Approaches
 

The Project is intended to develop the means to address the 
policy and regulatory framework that has contributed to both the econonic 
crisis and the I .. mentation of the private sector. In order to facilitate 
the formulation of an appropriate economic strategy and policy framework, it 
is necessary tc work separately with the principal actors whose cooperation 
will be required: the formal private sector, informal private sector and
 
public sector. However, by working towards a comion goal, the Project's
 
strategy is aimed at reducing the institutional fragmentation separating these
 
sectors" while simultaneously contributing to the formulation of policies
 

more conducive to investment and economic growth.
 

The principal approach of the Project will be to work with the 
private (formal and informal) and public sectors to:
 

- Develop the institutional capability, in both the private and 
public sectors, to analyze the econctric Rituation ,t d 
formulate appropriate and consistent policy responses to 
constraints limiting investtent and economic growth. 

- Facilitate public-private policy dialogue, based on sound 
analysis of critical economic problems and issues, and ai-med 
at creating an attractive policy framework for stimuJatirg 
private savings and investment (and consequently job 
creation). In addition, the policy dialogue would be aLmed 
at addressing fiscal deficits, particularly of public 
enterprises, which are contrary to capital formation. 

- Assist the private sector (formal and informal) coalesce 
around key issues of national import-ance and alleviate the 
institutional fragmentation which has traditionally weakened 
the sector. 

2. Rationale
 

The formulation of sound economic policies for growth and 
development requires a clear and realistic understanding of: 

- The nature of the economic "probles" and the constraints to 
growth and investment. 

- Opportunities for mobilization of resources and investment, 
as well as for policy reforms that would stimulate a more 
efficient utilization (allocation) of resources within the
 
economy.
 



Resources that would serve as the basis for new growth and
 
development, including 
 the resources to formulate and
 
implement an appropriate policy framework.
 

If a broad consensus 
can be achieved in the "definition" of the
problems and constraints, 
 as well as in the realistic appraisal ofopportunities and resources, the likelihood of achieving consensus on the
policies required to address the problems wold be greatly enhanced.
 

Although it 
is evident from the background economic analysis that
rustained economic growth 
can 
only be generated by significant levels of
private investment, it is 
unlikely (given the present political environment)
that the current GOP would be interested in "strengthening" the private sector
 as long as it perceives 
this as meaning further privileges to a s-mll
minority. In order to be successful, this Project, through 
the analysis of
economic problems and formulation of policy recomendations, must 
demonstrate
that its goal is to improve 
the living standards of all Peruvians, wbich in
 
turn requires:
 

- Substantial expansion of national wealth; 

- Increased savings and investme.t;
 

- Increased employment and productivity;
 

- Greater exports; 

- Debt restructuring; and
 

- Industry restructuring and privatization of state owned 
companies.
 

Because of the fiscal deficit and foreign debt, 
investment on the
scale required can only come from the private sector (local and foreign,
formal and informal). Stimilating the needed investment in turn requires thecreation of conditions that would 
greatly accelerate 
the rate of private
saving and investment 
 in the economy (including the informal 
 sector).
However, since the traditional 
model of "private sector" development has
involved 
only the formal component, 
and bas been based on the granting of
special privileges, a better understanding is required 
of private enterprise,

its role in the economy and what the private sector could do 
to contribute to
the economic well-being of all Peruvians. This 
improved understanding,

attitude, is required within both the private 

or 
(formal and informal) and public 

sectors.
 

Ultimately, an evolving, 
regularly modified "agreement" wouldhave to be worked out between the GOP and the private sector to bring aboutthe needed levels of investnmnt and to insure 
 the private sector's
intervention in helping to attract 
foreign investment and alleviate the
foreign debt (for example, by working out counter 
trade deals, debt for equity
 
swaps or privatization of state owned enterprises).
 

In this context, the institutional capacity of the private sector
to research, 
 analyze and articulate convincingly the 
 problems and
 

h*
 



opportunities (for ell and not just a privileged few or specialized segment)
 
will need to be greatly enhanced. This institutional development effort
 
should be aimed both at strengthening the research and dissemination
 
(education and dialogue) capability and at creating a concerted private sector
 
effort, aggregating the resources that are presently utilized in inefficiently
 
in disperse and often conflicting activities. As the private sector
 
demonstrates an increased willingness and capability to contribute to the
 
national well being, its position vis a vis the GOP will improve.
 

For its part, the GOP will require a strong policy analysis
 
capability to address effectively the economic crisis. As the new GOP has
 
developed a sounder understanding of the issues, and particularly of its
 
limited resources in relation to the need, it has become more inclined and
 
prepared to engage in policy dialogue with the private sector. To overcome
 
the problem of fragmrentation of the GOP's economic policy anelysis and
 
formation apparatus, the Project will have to develop new formulas. The
 
increasing role of the IP and the traditional responsibilities of the BCR,
 
the MEF and the MICTI will have to be rationalized and coordinated. There are
 
signs that the GOP fully recognizes the numerous inconsistencies in policy
 
formation, regulitory requirements and administrative practices and would use
 
this Project to better its internal structures as well as a means to engage
 
the private sector (formal and informal) in resolution of major economic
 
issues.
 

Finally, the fragmentation of the private sector
 
(informal/formal, sectoral and regional) is largely the result of -special
 
deals", over-regulation and state intervention in the economy. These
 
"artificial- divisions must be minimized to the extent possible 
in order to
 
restructure the economy and stimilate broad-based growth.
 

E. Relationship to USAID's Development Assistance Strategy
 

This Project is not only entirely consistent with AID's Private 
Sector Development Assistance strategy for Peru but should also become, to a 
large degree, the centerpiece of this strategy. To increase productive 
employment and incomes, and increase the human and financial resources 
available to development activities under present conditions in Peru, the 
involvement of the private sector is absolutely necessary. Present conditions 
in Peru, as discussed in the Background section of this paper, suggest serious 
limitations to the expansion of revenues anti GOP resources, severe external 
(and internal) debt constraints and the need to strengthen market alternatives
 
over administratively decided allocation of resources in order to develop
 
efficiency and productivity in the economy. At the same time over the medium
 
term, Peru can expect no other source of major investment except the domestic 
and international private sector, and must therefore depend on the greater 
efficiency and resources of the private sector for sustained growth. 

This Project's purpose is aimed at promoting reforms in the economic
 
policy framework to facilitate or allow for the attainment of increased levels
 
of private savings and investment in the economy, and consequently the
 
creation of jobs and exports. To bring about the necessary reforms in the 
policy framework, the research and analysis capabilities of the private and 
public sectors will need to be significantly enhanced. However, the first 
step in this direction will call for the strengthening of the representative 
institutions of the private sector (CONFIKP, and the sectoral and regional 
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chambers) and public sectors. While the structure of the GOP in regards to 
the formation of economic measures is not fully defined, it appears that the
 
Central Bank may be one of the most likely entities to play a leading role
 
both in the economic policy reform area and as interlocutor of the private
 
sector. Regarding the private sector, the record during 
 the first ten months 
of APRA leadership suggests that it has chosen COEFIEP the
as primary
organization of the formal private sector with which it will interact. This 
is particularly 
 important since the Project also contemlates building

linkages to the provinces to strengthen the national character of proposed
 
reforms and the broadness of 
the support they will enjoy. The additional
 

pport
., to ILD that this Project provides is also consistent with USAID's
 
strategy to build upon "successes," both to optimize the use of resources as 
well as to serve as a catalyst for the mobilization of Peruvian resources. 
ILD's work has begun to impact GOP policy and, more importantly, will 
contribute to the removal of constraints to increased savings and investment 
by the informal private sector as it becomes increasingly legitimized. 

The choice of the central theme, savings and investment, cuts across 
all of the artificial demarcations that today divide the Peruvian private
 
sector and offers the public and private sectors a very powerful rationale for 
collaboration. This 
basic theme will allow the Project to build sL,ong

institutional links and policy consensus among the participating organizations 
to facilitate discussion of other more specific and potentially controver-ial 
policies and regulations. This will occur as the inter-relationship of such 
specific policies to savings and investment are realized. Additionally, over 
the past difficult twenty years, savings and investment have been and r ,ain 
priority concerns of all sectors. By initiating project activ las 
concentrated on acknowledged priorities the Project will avoid ,any 
historically devisive topics while focussing policy 
discussiont and ret'orm
 
initiatives on relatively uncontroversial issues. This emphr.sis on promu.ing 
savins and investment is entirely consistent with AID's development strategy

for Peru and supports most of the individual Project goals in the USAID 'Peru
 
program.
 

The Project is consistent with the strategic approach that seeks to 
use limited grant assistance funds in ways that would bring about. a 
significant mobilization of Peruvian resources. By working to rm-ove 
obstacles to savings and investments by the Peruvian private thesector 

Project, if moderately successful, could have a major effect on ecor.mic 
growth and Job creation in Peru.
 

This Project represents a major component of USAID's private setor 
strategy in Peru which in turn is the formula for achieving two of the !'our 
Mission goals, i.e. 1) Stimulating Economic Growth with Increased Equity, and 
2) Improving Institutional Capacity to Manage Development. This Project ill 
contribute to goal 1 by promoting improvents in the policy and regulaLory
environment needed to generate private sector Investment, productions, exp.rts 
and employment which are a precondition for Peru resuming its debt ser,'ice 
payments and meeting domestic needs. The Project will be a cornerstone o% the 
Nission's program to improve the institutional capacity to manage developffnt,
both in the private and public sectors by: developing the analytical and 
policy foramlatlon resources of both sectors; promoting self-sufficient
 
private sector associations which support long private enterprise
term 

development initiatives; and forging dialogue linkages between the formal 
private sector, the informal private sector and the GOP. 

-1q 



As noted above, this Project is not only related to other Mission 
projects, but also forms the basis for 1) Project policy directions and
 
technical assistance initiatives to increase the private sector's direct role
 
in all areas of Peruvian development (i.e. health, agricultural, private

enterprise and education); and 2) policy dialogue with the GOP which will
 
result in streamlined, rationalized regulatory environment which supports 
a
 
larger development role for the private sector in Peru.
 

III. DETAILED PROJECT DESCRIPTION
 

A. Project Goal and Purpose
 

The goal to which this Project contributes is the promotion of 
economic growth and employment in Peru through the alleviation of policy,
institutional and attitudinal constraints which inhibit expanded private
 
sector investment, production, exports and employment.
 

The purpose of the Project is to promote policy dialogue and reform
 
through the improvement of: 1) the institutional capacity of the private
 
sector to 
research and analyze key issues of national importance and to engage

in constructive policy dialogue with the GOP; 2) the 
 institutional 
organization of the private sector (formal and informal) around key policy
issues of broad significance; 3) the institutional capability of the GOP to 
research and analyze similar policy issues; and 4) the enhanced understanding
of the positive role of private enterprise and its potential economic
 
contributions.
 

B. Rnd-of-ProJect Status
 

The components of the Project aim to develop the "institutlonal 
capability in the private and public required to fo-mulatesectors development 
strategies and policies for stimnlating investment and economic growth.

Specifically, the conditions that will 
exist at the end of the Project include
 
the following.
 

1. A strensthened private sector umbrella organization , CONFIEP, as 
indicated by: 

Substantially increased membershi'., with particular emphasis 
on provincial, agricultural, informal, finanial and other sectoral
 
associations. In addition, linkages would t,; established with other
 
associations where formal membership in COIFIRP is not immediately possible or
 
desirable.
 

* Professional economic research an,1 analysis capability based
 
on the hiring of a highly qualified professional and support staff, and the 
contracting of special studies over the life cf the Project.
 

National recognition of COEFIEP's leadership role in areas of 
broad interest to the private thesector, developed through: sponsoring of a 
presentations by distinguished speaker series, regular luncheon fora and major
conferences; the publication of a newsletter, economic analyses and studies; 
organization and operation of a media campaign to improve public understanding
 
of the private sector and its role in the economy; and an established system
 



of policy dialogue and review with the GOP on economic and regulatory issues.
 

* Increased financial support from members or other non-AID 
sour,-es, reaching, by the last year of the Project, 100% of the costs required 
to finance CONFIEP's core activities and at least 57% of total Project costs 
for this component. This increased financial support will insure the 
continued viability of COEFIKP without further AID assistance. 

* Linkages and coordination with the GOP and ILD in the
 
planning and implementation of research activities and conferences.
 

2. Imroved national understanding of the need for private savins
 
and investment in order to stimulate economic gtrowth, to be indicated by:
 

* The establishment of specific mechanisms (consultative
 
commissions, working groups, etc.) for public-private sector policy dialogue
 
on how to stimulate private savings and investment, generate employment,
 
increase exports, address the foreign debt, privatize state owned enterprises
 
and decentralise the economy.
 

* The successful organization of the conferences, the speakers
 
series and research!analysis activities around these themes.
 

GOP elimination/modification of policies and regulations to
 
improve the business climate.
 

3. greater understandin . witbii and beyond theprivvte_ector ,__,f 
the meaning and role of private enterprise, characterized by: 

Increased recognition ar ng formal and informal enterprises, 
of the "informals" as an integral part of the private sector. 

Successful or&anization of one of COMFIEP's major
 
conferences, and the concentration of some of the research activities, around
 
this theme.
 

Public-private sector policy dialogue on how to stimulate 
broad-based savings and investment (and consequently production, employment 
and exports) rather than on specific "deal making" for further privileges. 

Publication and dissemination of ILD's research.
 

4. Strenithened policy analysis within the GOP:
 

Strengthening the analytical and policy coordiantion and
 
implementation capacities of policy analysis units principally in the 8CR and
 
lP, to serve more effectively as key focal points for economic research and
 
analysis within the government, at least of issues related to savings and
 
investment and exports.
 

Training of individuals within the policy analysis units.
 

Completion of studies on constraints to and opportunities for 
investment and economic growth and subsequent changes/modifications to 
specific laws and regulations to improve the business climate. 
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5. Initiation of, a constructive private-public policy dilotua

focused on how to stimulate investment and economic growth: 

* Invitation 
of public sector officials to participate in 
CONFIEP sponsored conferences and seminars. 

Establishment of regular linkage. between COFIEP and the 
GOP's policy analysis units (e.g. monthly lunch meetings). 

Establishment of public-private sector task forces or
 
commissions to investmentstudy key policy and related issues. 

6. Strengthened regional private sector associations and 
development
 

of effective linkares between COWFIRP and the regional associations.
 

C. Project Activities
 

The Project consists of four separate but related components: 

1) Institutional 
development of COIFIEP and strengthened research
 
and analysis capability in the formal private sector 
(including assistance to
 
sectoral and provincial associations).
 

2) Further strengthening of ILD in its efforts to research and
document the role of the informal in the economysector and to advocate a 
policy 
framework mre conducive to inve.tzen( and "intesrntlon" into {-he 
formal economy. 

3) Development of a st'engthened economic policy unalysis capability
in the public sector.
 

4) Guidance and support to: 
 assure coordination among participants;
 
assure Project monitoring, evaluation and regular Project adjustments; help
stimulate and focus dialogue on key Project themes; and identify and follow up

opportunities for private investment and export development. 

The need to divide the Project into four separate components is a
reflection 
 of the problem which the Project is intended to address.
 
Specifically, the policy and regulatory 
framework has contributed to an

economic crisis as well as to the fra&mentation of the private sector (formal 
vs. informal, and along sectoral and regional lines). 
 In order to develop an 
appropriate economic strategy and policy framework, it is necessary to work 
individually with the key actors whose cooperation will be required: the
 
formal private sector, informal private sector and goverment. However, by
working with each actor under an integrated Project structure and towards a 
common Sol, the Project will reduce over time the institutional fragmentstion 
as well as lead to the formulation of policies more conducive to investment 
and economic growth. 

The activities associated each the Projectwith of three components 
are suhmarized below and presented in detail in Section IV. A.
 

1. Formal Private Sector Component
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The principal thrust of this component involves the institutional 
strengthening of COFFIKP. as an umbrella organization for the entire private 
sector and as a more effective catalyst of economic research and policy 
dialogue. The principal elements of this component will include: 

Institutional development, specifically the hiring and
 
development of staff for supervising economic studies, public
 
affairs/publications and membership affairs.
 

Studies and publications, including preparation of position 
statements on major policy issues, publication of conference and working 
comission papers, publication of a bi-monthly newsletter and fund;.ng and 
dissemination of studies to be prepared and/or sponsored by member 
associations. 

Meetings, forums, and conferences organized around two 
&eneral themes the role of the private sector and its role in economic 
development and job creation, and the mobilization of private savings and 
investment. 

Technical assistance to COIL. IEP in organizational
 
development, orientation and support of the economic studies department, and 
general support in the areas of investment and export development. 

Training for COFFIKP and member association staff. 

Funds to strangthan soctor-. asvociati,'L.
 

In addition to the assistance to COVFIEP, this ccaponent . of the 
Project will provide funding to specific regiona] arsociations t@tici are
 
inAbers of COMFIEP. Initially assistance will be provided to the chai ,..Ls of 
Comerce and Industry of Arequipa and Trujillo, primarily for staffin, and 
strengthening of their economic analysis and investment promotion 
capabilities. Opportunities for workin& with other regional chambers will be 
identified during the course of the Project. The principal purpose of the 
assistance to the regional chambers is to imrove their capability to promote 
investment in their respective regions, thus contributing to decentralization.
 

2. Informal Private Sector Component
 

This component will provide the ILD with financing to continue 
its research and analysis on the informal sector and its advocacy of legal and
 
regulatory reforms. The latter would be aimed at overcoming the factors that 
have led many entrepreneurs to estalisb -informal" rather than formal 
enterprises. Principal *lmients would Include: 

Institutional rupport ained at i~rovlng ILD's capability to 
review and respond to public policy initiatives, advocate policy reforms and 
coordinate with formal business sector entities. 

* Studies of legal and rwgulatory constraints affectin.
 

informal enterprises and the economic role of the informal sector. 

3. Public Sector Co2onent 

http:fund;.ng
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The principal thrust of this component is to support appropriate 
activities within the GOP that strengthen the coordination, policy analysis 
and implementation capacities of key Policy analysis units in areas relating 
to private sector investment and export promotion. Major elements would 
include: 

Funding of studies to analyze constraints and opportunities
 
for private sector savings and investment, as well as other key econcmic
 
policy related issues, in order to deonstrate the value of such studies to 
the GOP.
 

* Strengthening of appropriate GOP units principally in the BCE 
and ME? to serve more effectively as focal pointo for policy analysis 
specifically of savings and investment related ibbues. 

* Training and technical assistance to support the professional 
development of appropriate staff. 

Ability to dialogue with the private sector and involve it in
 

the policy reform process.
 

A. Project Guidance and Coordination 

In addition to the direct support for the three components 
described above, the complexity of the Project requires a separate management 
and coordination component that involves long term technical assistance to 
undertake the following: 

* Pursuit of concrete linkages and coordination amon& the 
principal actors fCOFIKP, regional Cha berg, "LD, and GOP). 

M evaluation adjustmont of the toMonitoring, and Project 
reflect initial results and changing circumstances. 

Help define scopes of work for studies/analyses and short
 
term technical assistance required in other Project components. 

. Identification of opportunities for working with the GOP,
 
specifically in policy analysis and reform.
 

* Identification and follow-up of opportunities involving
 
private sector investment and export development initiatives.
 

This component of the Project involves three separate elements: 
1) the Project Guidance and Coordination, consisting of a Project Coordinator 
and Assistant Project Coordinator, with responsibility for both assisting AID 
in the monitoring of the Project and providing guidance and coordination in 
the implementation of the three principal Project components; 2) technical 
assistance to the various institutions involved in this Project, in the areas 
of investment and export promotion. The experts to be funded would provide 
assistance to COhIIKP, regional and sectoral associations, and the GOP in 
identifying policy issues affecting savings and investment, defining 
appropriate studies and policy dialogue activities, and identifying specific 
opportunities for investment and export promotion that could be followed up by 
these institutions; and 3) audit and evaluations which will be carried out to 
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better insure appropriate use of Project funds and success towards meeting 
Project goals, objectives awd benchmarks.
 

IV. PROJECT ANALYSES
 

A. INSTITUTIONAL ANALYSIS
 

1. Formal Private Sector
 

a. Analysis 

The Peruvian private sector is now just emerging from a 
period of fragmentation, isolation, and weak leadership. Beginning in 1968, 
the Velasco government launched an attack on the Peruvian landowning 
"oligarchy" (which eventually came to 
include most large businesses) and their
 
allies, foreign capital. Given the adverse climate created for the private
 

sector, investment stagnated. In addition, the Velasco government pursued a 
strategy designed to divide and conquer the private sector, utilizing 
government privileges and sanctions to play one sector off against another as 
they struggled to survive in a difficult policy environment. The 
government-private sector relationship was aptly summarized by Alejandro 
Tabini, President of IPAE, in a 1974 speech to CADE: 

"There is a valid comparison of the Peruvian state and a train 
coming from afar which, six years ago, took on a new crew, this 
time in uniform. Those who were at the station waiting to board 
took different attitudes. Many got on board immediately for 
different reasons: some tc enjoy the ride While it lasted; 

others to help guide the train for honest and patriotic reasons; 
and still others to persuade the crew to reroute the train in 
benefit of their own narrow interests. Others failed to to get 

on board and tried suicidally to derail it rather than adapt to 
change
 

This historical development of the Peruvian private sector poses 
a challenge and a di-ezm. The challenge is to encourage emerging leaders of 
the private sector to overcome fragmentation, isolation, and the excessive 

reliance on government privileges, and to speak with one strong voice on 
national issues through COIFIEP. The dilemma is that sectoral divisions and 
regional rivalries are still strong, and that COIFIEP is a relatively new
 
organization with few resources. Moreover, many branches of the private
 

sector are either weakly organized (e.g. the Radio and Television Association, 
many of the regional chambers) or without representation entirely. Thus, it 
is reconmended that a strategy to strengthen the formal private sector 
concentrate on CONFIEP but also direct resources to the sectoral chambers and 

the regional associations. The objective is to strengthen existing 

institutions, and foster strong linkages among COUTIP and its sectoral and 

regional members. This will be accomlished through institutional 

development, studies and comminication, technical assistance and training, 

improved dialogue with the government, and changes/modifications in policies, 
Ion and regulations.
 

i) COEFIRP
 

In order to gain credibility, build private sector
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consensus, and contribute to improving the economic policy environment, as
 
wil as to improve its long term institutional viability, CONFIEP needs to
 
take a leadership position in defining, researching, and discussing the key
policy issues affecting private sector investment. It should, in effect,
 
develop a consensus-building rationale of the positive role the private sector
 
can play in helping to overcome the economic crisis. COIFFlEP must avoid
 
making pronouncements on all governmental actions 
considered prejudicial to
 
private sector 
interests; rather, it should concentrate on issues of national
 
significance, leaving to the sectoral chambers the defense of more narrow
 
interests. The strategy 
 is to define COIFI9P as a national business
 
association, one uniquely capable of initiating policy dialogue with the
 
government.
 

The first requirement is for COIFIEP to refine its
 
economic philosophy which clearly delineates its role from its member
 
associations. This policy 
statement should not be a stale repetition of
 
economic liberalism, but rather take account of Peruvian realities, including

the role of the stats and the need for productive investment. It should
 
elaborate CONFIEP's stated interest in the issues of regional development and
 
decentrailization, constraints to savings and investment, 
labor productivity,

the informal sector, foreign commerce, and fiscal and monetary policy. This
 
will enable CONFIEP to establish a conceptual framework for its activities,
 
one which will allow it to set the policy agenda for dialogue with the
 
government and prevent its misuse by member associations for narrow sectoral
 
ends. COWFIKP's -mission" should also enable its board of directors to
 
identify topics of critical importance a year or more in advance guide
to 

research and studies (in-house and by contractors) and to react to issues
 
which arise imediately that le.itimately affect broad private sector
 
interests.
 

The second requirement for COWFIEP is a strengthened

organizational structure. The current administrative scheme is appropriate

for a small, understaffed association with a very limited budget and designed

only to cocrdinate private sector positions. It will not serve a powerful

organization with a growing budget, technical staff, and an 
 expanding
 
membership.
 

Early in the Project, an organization/process expert will
 
be contracted to undertake an analysis of the organizational stricture
 
best-suited to the accomplishment of CONFIEP's objectives (consensus-building,

conflict resolution, private sector advocacy) within the Peruvian business and
 
government environment. In addition to examining in detail how Peruvian
 
business associations are structured, the analyst should look 
 at the
 
organizational structures of major business associations 
in Colombi!, Spain,
and Venezuela. This might be followed up by exchange visits of CON'FIEP 
leaders with their counterparts in these countries. 

COEFIEP has analyzed the national business association 
confederations of Mexico, Spain, Switzerland and Venezuela (in terms of their 
goals, objectives, actions, organization, membership, etc.) in order to draw 
from international experiences of institutions similar to itself. This 
analysis (see Annex II, No. 14) has been reviewed and determined to be a 
valuable guidance document.
 

The following diagrams present possible organizational
 

J 
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arrangements for COM&IKP at the end of the first year of the Project and by
the end of the Project. These are illustrative and will benefit from the 
recoum endations of the organization/process expert. 
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FIGURE 1
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FIGURE 2
 
COVIIP POSSIBLE ORGAIZATIO - YKAR 4
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The third requirement 	 for COVFlKP is the solidification 
represented 	the
of its national membership base. COlFIEP originally only 

largest, Lima-based industrial, mining, and commercial concerns. However, 
including services,mre recently large 	 segments of the private sector 


banks, and 	regional chambers have become members. Thisagriculture, private 
expanded membership base is a major achievement which will require a 

respondsophisticated organizational structure and decision making process to 

to diverse demands.
 

CONUP1P is taking active measures to capitalize on and 

interest Which regional and sectoral associations have shown inincrease the 
it thus far. In May of 1986 COVPIEP held an impromptu meeting open to board 

all private sector business aspociations to discuss theof director 	members of 
1970, the role of private enterprise in
economic situation of Peru since 


of 	 businessmen's concerns
Peruvian development, and to take stock private 


under the current government.
 

The degree of influence which CONFIEP has already gained 
which was called on very short
is portrayed by the fact that the meeting, 


heavily attended by board members from regional associations
notice, was 

surpassed 200 and thereby farthroughout the country; the number of attendees 

exceeded original expectations of 50-100 people. 

The fourth 	 requirement for CONFIEP is the creation of a 

capable of guiding serious economic researchdepartment of economic studies 
business and academicand cmwlunicating its 	 findings to the governument, the 

at large. Without such a capacity, C04MIEP will not beworlds, and the public 
fashiov to governsmntable to set the policy agenda, respond in a tirmely 

initiatives, contract and coordinate th- economic studies of me.mbe r 

associations and other research institution,. nor for-&e a united position on 

issues of cousnn concern to the privatt sector. COIF IKP ust have the 

before the government and the media, andtechnical capacity to argue its case 
this position must be perceived as representing the private sector as a whole, 

not one of the technical studies of its member associations. In addition, the 
to coordinateeconomic studies department would provide an in-house capacity 


and monitor the work of the permanent comissions and direct the work of
 

outside local and international contractors. 

The final requirement for COUFIEP is the formation of a 

to the success of a 	national organization and

leadership 	cadre dedicated 

devoted to the promotion and defense of private enterprise in Peru. Evidence 

of such leadership exists in the very establishment of COUFIKP. However, this 

COVFIKP grows sectoral disagreements emerge, and
 
cou dtment will be tested as 
the financial viability of the organization becomes an issue. With regard to 

the latter, AID's financial contribution is dc.igneA to decline over time, 

end after five years. The Peruvian private sector will have tooming to an 
step forward during this time, providing an increasing share of the financial 

burden and ultimately sustaining COmFIKP's activities. In this regard, it has 
approach leading businessbeen recomended that COFFIKP's current leaders 

to form a "Patrons Council" to underwrite a portion of the
figures in 	 Peru 

establish an endowment similar to
association's annual operating budget and/or 
LID's contribution.
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ii) Sectoral C'.aml>ers
 

The requirements of the sectoral chambers vary 
considerably, depending on their size, representativeness, budget, goals and 
organizational structure. The National Association of the Fishing Industry 
(SUP), for example, is well-organized, amply funded (1744,000 per year) 
technically competent, and able to prowte its members' interests. The Radio 
and Television Association (ARTP), by contrast, is badly in need of resources 
to expand its membership base and provide minimal services to its mombers. In 
general term, the most that can be said is that some require funods for 
institutional development and technical assistance, others could use help only 
for conducting and publishing sound economic studies, while a third group's 
interests could best be served through a strengthened CONFIEP. (See Annex-I). 

In order to both strengthen CONiFIKP and the sectoral 
chambers, it is recomended that a portion of the grant to CONFIKP 
(approximately $295,000 over four years) be set aside to assist the member 
chambers in developing their institutional capacities. With the approval of 
COIFIEP's board and within the guidelines established by AID, these funds will 
be used to support institutional development (e.g., publications, services, 
technical assistance), conduct economic studies of sectoral issues relevant to
 
the overall approach of COWFIRP, provide for international travel and
 
participation in specialized conferences, and facilitate member cambur's
 
dialogue with the gover-nment of Peru. However, for both administrative and 
institution-building purposes, it is important that resources be disbu;sed 
through CONFIEP rather than through separately signed grant agreements tith 
individual chambers. Each member of COTFIEP should be encouraged to formiate 
a proposal. to COVFIEP's boa-d. Priority should be giver, to those propoal, 
most beneficial to the advancenent of the private sector as a whole ane. to 
those chambers most in need of funds to strengthen their activities
 
specifically related to investnent and export promotion efforts. 

iii) Retional Chambers
 

With the notable exception of Lrequipa, Peru's regional 
business associations are seriously underdeveloped. In part this is due to 
the excessive concentration of economic power in Lima (over 80 percent of
 
non-agricultural economic activity is concentrated in the capital) and in part
 
to the lack of agricultural associations as a result of the land reform
 
process.
 

Strengthening of regional chambers of commerce is 
required in support of the government's (and AID's) objective of economic 
decentralization. These chambers can play an important role in highlighting 
(through studies and publications) policies that discriminate against
 
investment in the provinces and agriculture, as well as indicating potential 
investment opportunities.
 

COWFIEP will channel $360,000 to the regional chambers 
over a four year period. Initially most of these funds would have to be 
channelled to the Arequipa Chamber (which is easily capable of absorbing and 
utilizing additional resources) and the Trujillo Chmmber (which is badly in 
need of an injection of resources to provide basic services to members).
 
Other regional chambers may include Piura (to strengthen its activities in 
agribusiness in coordination with the University of Piura, a participant in 
the Managemnt Improvement Project), Iquitos, Chimbote and Cuzco. The 
strategic thrust of these funds will be to promote regional developunt and 

Ji!
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investment in Peru's provinces.
 

At present, even minimal 
 statistical information on
Peru's provinces is unavailable, potential domestic or 
foreign investors have
no 	one, centralized location 
to 
obtain advice on local production capacities
and 	sales, infrastructure, taxes, 
 investment incentives, 
the 	 labor force,
etc. Programs available to the Arequipa and Trujillo Chambers will focus onstudies of regional development, investment promotion activities, and
organizational technical assistance.
 

b. 	Activities
 

The strategic thrust of this Project 
is 	to develop consensus
within the pr'vate sector on 
key policy issues and to 
improve the capacity of
business associations to communicate effectively with the 
GOP. Equally, the
program will identify and support those agencies within the government of Peru
best able to analyze the problems of savings and investment and implement theresults 
of their research. These objectives will be accompl: shed thrzughinstitution building, 
studies and publications, conferences and 
seminars, and
technical assistance and training.
 

The Project 
 strategy is to initially focus analyses
GOP-private 	 and
sector dialogue around savin,:s, 
 investment, and consequently,
employment generation, because these 
topi(s are 'safe" vehicles for po.icy
reform against which neither the GOP 
nor 	pivate sector will 
have objections.
Once the basic consensus for policy refont ha: 
 been 	 estahlished around t'hse"safe" topics, 
more specific And difficult areas 
of policy reform, whic- are
still related to increased investment, exports, etc, 
can be addressed su-h as

labor stability, deregulation and divestiture.
 

i) 	 CZ)NFIEP
 

(a) Institutional Development
 

Immediate 
steps are necessary to strengthen CONFiEP's
administrative and analytical capacity. 
The 	new government has made overtures
to the private sector through CONFIEP, partly in response to early contactswhich CONFIEP established with the APRA party by presenting wori-ing documentswhich showed that CONFIEP is willing to work with the GOP to overcome theeconomic crisis Peruin (See Annex XI, Nos. 2 and 3). This opportunity mustbe 	maximized by increasing CONFIEP's technical expertise to engage the GOP inmeaningful discussion of key 
economic issues. 
 In 	the short term, thistechnical expertise can only be provided through 
contracting economic
consultants, therefore, 
OONFIEP will 
use 	some of the grant funds to develop
it's administrative capacity to 
compete, contract 
 and 	manage technical
assistance contractors. 
 The Project envisions CONFIEP contracting
technical studies, to defined the 	
four

be by board, in the first year of the 
Project.
 

Over the longer term - and beginning in 1986 - CONFIEP 
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must develop its own department of economic studies. This is essential if 
CONFIEP is to achieve consensus among its members on broad economic policy

issues, gain credibility with the GOP and public opinion, and make rational 
use of local and international consultants. The department should consist of
 
a senior economist and two assistants (one at the masters level and one a
 
recent university graduate). 
 The senior economist should be widely respected,
have both private and public sector experience, be able to communicate with 
government officials on a technical level, and have a demonstrated capacity to
deal effectively with the press. The senior economist will be responsible for 
initiating and supervising economic studies contracted by CONFIEP, for

coordinating the economic work of the permanent commissions, ane for insuring
the quality of CONFIEP's economic policy recommendations to the government.
The two assistant economists will play a key role in preparing position
 
statements on critical policy issues.
 

A second institutional requirement for CONFIEP is the
 
strengthening of public af fairs/publ ications activities, including 
 the
 
establishment of an appropriate department. The duties of this office would 
include planning and execution of conferences and meetings (with assistance
 
from consultants), publication of a bi-monthly newsletter on the association's 
activities, production and distribution of special economic studies, and the
 
planning (with consultants) and publishing of a quarterly magazine of general

interest to the Peruvian private sector. This office should be headed by a 
senior public relations professional, assisted by a high]y competent
 
administrative assistant.
 

CONFIEP's small staff is currently doing an admirable job
of issuing public statements in support of private enterprise, planning a 
national conference (see Arnnex Xl Nos. 11 and 15 respectively), preparing for 
the first issue of a bi-monthly magazine, and corresponding with key GDP 
officials 
'see Annex XI, Nos. 4-10). Hzwever, given CONFIEP's ambitious
 
agenda to expand and solidify its regional presence, and the numerous
 
applicat ions for admittance which it is receiving from diverse 
business
 
associations, CONFIEP will clearly need the full-time services described above
 
to coordinate and produce effective publicity and educational campaigns aimed 
at improving the image and knowledge of the private sector, as well as 
promoting policy and regulatory changes needed to stimulate private enterprise. 

The third requirement for CONFIEP is the hiring of an 
assistant director 
 for membership affairs. This individual will be 
responsible for broadening CONFIEP's membership base, maintaining close 
contact with sectoral and regional chambers, and providing appropriate
services to CONFIEP's members. For example, this office would be responsible
for fostering the growth of new associations in unorganized business sectors, 
strengthening regional chambers, and maintaining liaison with the informal 
sector. Further, he/she will coordinate CONFIEP's outreach activities, being
responsible for arranging specialized seminars and meetings for the regional
associations. This office would consist of one professional and a secretary. 

Finally, it is essential that CONFIEP acquire its own 



- 31 ­

office space. This 
is important not only 
because OXNFIEP's activities will
demand more space than can be provided by member organizationsoffices, a conference (e.g., severalroom, a large auditorium) but also to establish theidentity of CONFIEP as 
 a thriving, 
active organization
headquarters. Within with its ownthe Peruvian political culture, an association achievesadded importance and prestige from its 
own physical plant.
 

(b) Facilitating Dialogue
 

$245,000 of the 
 grant to CONFIEP 
 is allocated
facilitate todialogue with the government
sector. CONFIEP will 

and forge consensus among the privaterequire an active studies and publications programachieve tothis. As mentioned above, 
the program will consist of special
economic studies, 
a bi-monthly newsletter, and a qaarterly magazine.
 

Initially, the 
special economic
technical studies will be highlystudies of key economic issues facing Peru willpolicy recommendations. CONFIEP's board will 
and offer specific 

identify
of concern four key policy issuesto the private sector, and then commission technical studieseconomic corsulting by anfirm or academic research entity. Special care be
given will
to select cross-cutting policy issues and to avoid those that favor some
sectors over 
others. 
 Topics could include. opportunities and constraints for
private savings and investment, private enterprise and its 
role
contribution development, the food production 
and potentialto 

special system and reconmendedincentives for production. >1;bor productivi.ty fo:.eign debtimplications for and ;tsprivate enterprise development, rcgona/urba-n,'rkira econintegration, etc. .ftcApproximately 
the 

four studies vill 1-o- :',redaed each yea.Project. These studies would be 40 to 
of 

a statement of the problem, followed by 
60 pages in length, beginn-nc -ith 

an analysis of the issues, and enr.*ngv th concrete proposals of thehow private sector and the gover.-ment can ,orktoward their 
resolution. Apprzximately 3,000 willcopies be printed anddistributed to government officials, businessmen, the press, and universities.
 

After the

broaden the focus of 

first year of policy studies, CONFIEP will
this publication series to include the results of special
conferences, 
the output of the 
permanent commissions, and the work of 
the

economics department.
 

A bi-monthly newsletter
conunications component of 
is an essential intei,-alCONFIEP's efforts to theThe 4 to 6 page newsletter 

unite private sec.,.r.
will provide information
activities, on the association's
highlight upcoming 
 meetings and conferences, publish
articles the sn:orton contributions of the private sector to national developgentand social well-being, and present the association's views on leading econcr:,ic

issues of the day.
 

A carefully structured program of meetings,conferences with forums, andbroad 
 national participation 
 assist CONFIEP
developing private sector consensus, 
will in
 

disseminating its
forging research results,links with the government and the informal sector, and building the 

http:productivi.ty
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prestige of the organization. Over the next four years, CONFIEP will focusits 'Tesearch and conference activities on two major themes, the role of theprivate sector in national development and general
the issue of 'savings and
 
investment in the Perovian economy.
 

The first thrust of research and outreach activities will
be on broadening the concept of the 
role of the private sector in the Peruvian
 economy and of its contribution to national development. The objective willbe to change public and governmental perceptions that private enterprise inPeru is synonymous with a small elite. Research activities, coordinated by
CONFIEP's economic studies department in collaboration with the sectoral andregional associations and the informal sector (ILD), will develop a data baseand profile of the Peruvian private sector. 
 This effort will be partly
directed at theerasing artificial barriers between formal informalthe andsectors which have been one of the indirect economic distortions brought aboutby defective economic policies (administratively oriented, 
 non-market

responsive). In addition, 
estimates will 
be made of the private sector'scontribution to national 
 development in terms employment,of investment,

wealth creation, and national well-being. 
The results of this research effortwill form the basis for a 2-3 day national conference and perhaps a media 
campaign. 

The second research and outreach activity will focus onthe necessity of mobilizing savings and investment in the Peruvian economy.The purpose will determine the policy remo_ iremente necessa , to increasesignificantly private savings and investment to promote economic growth andexport earnings. The results of the research effort will be presented at ajoint government-private sector for= design'.ed to discuss anJ resolve the 
roadblocks to economic growth in Peru. 

Figure 3 (page 34 ) presents the outline of research inthese areas, culminating in a major conference in both 1987 and 1?88.
However, the immediate needs of CONFIEP to demonstrate a high level ofactivity and establish a policy agenda require an interim series of meetingsbefore research results and conference activities come 
on stream. Beginning
in 1987, CONFIEP will initiate a distinguished speakers series. Prestigiousbusinessmen and academics fro Europe, Latin America, Asia, and the UnitedStates will be invited to address selected Peruvian audiences during a 2-3 dayvisit (2 small meetings, 1 large audience, and, where appropriate, a day visit 
to Arequipa or Trujillo).
 

(c) Sectoral Relations
 

$295,000 of the grant to OONFIEP will be allocated tosupport the institutional development and studies activities of its members.In the case of 
existing CONFIEP members, criteria for the allo.ation of fundswill be as follows, activities that strengthen the private sector as a wholetactivities designed to strengthen the institutional and service capacities offinancially weaker associations (newsletter*, publications, membership drives,
information, etc.), and economic 
studies by member associations which are
 

http:design'.ed
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directly related to CONFIEP's strategic emphasis 
on the private sector and
national development and the promotion of savings and investment. In the caseof new OONFIEP members, priority 
will be given to activities designed to
 
provide membership services.
 

In order to minimize or 
avoid sectoral disagreements over
the allocation of funds, a subcommittee of CONFIEP's board of directors willbe formed to administer the funds. 
 In conformity with the guidelinesestablished in KID's grant agreement, and in consultation with the AID Project
Manager and the Project Coordinator, this subcommittee will 
decide the most
 
appropriate allocation of these resources.
 

ii) Regional Chambers
 

In order to strengthen 
 the private sector generally,contribute to the representativeness of CO.FIEP, and build bridges to a
government committed 
to 
regional development and decentralization, $80,000
$100,000 per year of 
to
 

the grant funds obligated through CONFIEP will
allocated to 
regional chambers. Since the regional chambers 
be
 

have recently
become members of CONFIEP, the money earmarked for them would be channelled
through CONFIEP but coordinated with the Project Coordinator. 

The strategic approach of 
the regional activities will be oninstitution-building and the promotion of regional investmrnt. 
 In the case of
the Arequipa chamber, the most pressing need-. are, staf. support, includingan economist to develop an analytical capac-.r.y wit.hin the a.sscciation toenable it to dialogue on an equal technical level with the Lima-based .nembers
of CONFIEP and the national government, and an investment 
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FIGURE 3
 

POSSIBLE COEFKRENCIS AND STUDIKS
 

Definition of "Private Sector" Investment and Savinis 

Objective: - Modify attitudes / under-
standing of private enter-
prise/sector. 

- Determine what is required 
to stimulate savings and 
investment. 

Studies: - Completion of ILD work-
Lima I Arequipa 

- Analysis and compilations 
of results. 

- Review of historic defi-
nition of private sector 
in Peru/elsewhere; expe-
rience with associations. 

- Contribution of private 
sector in various economic 
activities. 

- Impact of interest rates 
(other factors) on savings 
in Peru; elsewhere. 

- Main constraints to in­
vestment: informal sector; 
agriculture; other sectors. 

- What would be required to 
stimulate more private 
investment? 

Workshops & - Inter-institutional work- - Preparatory wrkshops 

Conferences shop. 

- Conference - Conference 

Publications/ 
Media events 

- Report 

- Profile of typical firms 

- Reports conference 
proceedings 

- Press releases 
- Press releases 

Short term 
Response 

- Position papers - Dialogue 

- Position papers in 
response to Government 
initiatives. 
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promotion specialist; a computer to help maintain a regional statistical data 
base; and financial support for studies and publications. In the case of the 
Trujullo chamber, which is struggling to survive, funds will be made available 
to increase services to members And to develop an investment promotion 
capacity, including a data bank on the Trujillo region.
 

With regard to other regional chambers, the Project Coordinator will
 
undertake a study of the most effective role AID can play in assisting the
 
chambers in Iquitos, Cuzco, Piura, and other regional centers.
 

2. Informal Sector
 

The informal sector is institutionally weak, by de;'inition,
 
since it consists of enterprises (individuals) that operate part'ally or
 
completely outside of the formal legal and regulatory framework. Although

parts of the informal sector have organized into ad-hoc associations, usually
 
to pursue a short term objective such as seeking better treatment from the
 
regulatory system, the "informales" have serious institutional limitations for
 
several reasons:
 

Because they are outside the legal system, individuals 
associated with the informal operations would prefer to maintain a low profile. 

Because "informales" do not perceive themselves as forming 
part of the private sector (as indicated by an ILD survey) they tend to lobby
for very concrete and specific interests rather than broader "clpss" interests. 

Ad-hoc a9sociations of "informales' vould probably not be
 
recognized ar legitimate or of equal standing by the govol'nr:aent or the formal
 
private sector; and many "informales" would lack the financial resources to
 
pay membership dues.
 

Although in terms of numbers 
 and overall economic
 
importance the "informales" are very significant, both the lack of
 
understanding of their importance 
and their political diffusion limits their
 
political effectiveness.
 

Within this 
context the ILD was founded in 1980 as a research
 
institute seeking to develop a better understanding of the dynamics and
 
economic importance of the informal 
sector. Based on its initial findings

regarding the importance of informal economic activities in the Peruvian 
economy, it has begun advocating policy and regulatory reforms aimed at 
simplifying and facilitating the establishment and operation of these 
enterprises (ultimately allowing them to become integrated into the formal 
economy).
 

ILD's program has been evaluated as part of AID's review both of 
previous support grants and of ILD's proposal (of April, 1985, see Annex IV)
for additional support This proposal, as incorporated into the current 
Project, will involve: 

Institutional support for ILD to: institutionalize its 
policy dialogue process; assist in implementing the changes in structure it 
has recomended to the Fiscalia de ls Nacion; promote pilot projects on 
deregulation at the municipal level; coordinate and work jointly with formal
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sector business entities; advocate policy reforms aimed at Integrating formal
 
and informal sectors by improving the business climate for all enterprises; 
and provide recommendations to imrove land titling procedures for the 
informal sector. 

Studies of topics such as: the procedures and requirements 
necessary to establish legally a small enterprise; the simplification of the 
costs and procedures involved in obtaining different personal identity 
documents; possible approaches for "formalizing" comercial and construction 
activities currently carried out informally; and estimations of the relative
 
ipportance of informal economic activity.
 

3. Public Sector
 

The GOP is still in the process of defining its medium and long 
term economic development strategies. Thus far, the government has focused on 
political and social concerns (e.g., reorganization of the police force, and 
the war on drug trafficking and corruption) while limiting its steps in the 
economic field to important but largely symbolic measures (e.g., the ceiling 
on foreign debt payments, the campaign against inflation and speculation, 
consultations with the labor and business sectors). Even the exchange control 
mechanisms impleented in August of 1985 were more for the purposes of halting 
the loss of foreign exchange reserves and stabilizing the monetary situation 
while the government prepares its economic program than part of a long-range 
strategy.
 

The kPRA--altbourh a .ajor political. forca fo' nearly 60 
years--has never governed Peru, and lacks a trained tadre of experienced 
professional managers and technocrats. Moreover, APRA ic a heterogeneout; 
party which has never had to confront difficult economic policy cboices which 
potentially can undermine its cohesion and erode its bese of popular support. 
This implies that a coherent economic strategy will be slow to emerge, 
particularly since the GOP appears surprised at the magnitude of the economic 
crisis, the bloated size of the bureaucracy, the inefficiency of state
 
enterprises, and the level of official corruption.
 

levertheless, it is clear (as demonstrated in the background
section of this paper) that the GOP will need private sector investment if it 
is to achieve its twin goals, of growth and greater equity in the distribution 
of wealth, enunciated by the President in his inaugural speech. Given the 
economic crisis and the government's probable inability to attract foreign 
capital (either loans or investment), the state will soon realize that it 
cannot be the engine of growth. As a result, it is expected that an 
opportunity will exist for a shared role with the private sector in promoting 
private investment and creating favorable conditions for economic growth. 
Only by first creatLng a political, economic and legal environment conducive 
to domestic investment, will the GOP then be able to attract the selective 
foreign investment It claims to desire and appreciate.
 

AID plans to iplsment the public sector component through the 
1W and the NCR. Although the IK? and the BCR will take the lead role in the 
public sector component of the Project, the IVP, and the KICTI may also 
participate. In addition, AID should be alert to opportunities to assist new 
governmental comisslons or bodies which might be created to study and make 
policy recomndationu on specific issues (e.g., capital markets, labor 
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stability, small bhsiness development, foreign investment, export promotion).
 

AID resource. to the government of Peru will be provided to key
policy formulation ent.: .- such as the MEF, BCR and other appropriate
Ministries in order to _-.-Dve coordination and sharing of information among
these groups and strengthen their capacities to identify and analyze policy
options. It is expected that such assistance will help remove obstacles to 
private sector investment (including informal sector investment) and/or
provide incentives to savings and investment. Within this overall thrust, AID 
will give priority to research and policy formulation that remove artificial 
barriers between the informal and formal sectors (thus promoting efficiency
and growth) nnd correct the artificial market signals to which the informal 
sector responds. T"he goal of the public sector component of this Project will 
be to promote growth and employment in Peru by reducing policy and regulatory 
impediments to private sector investment, production, and exports. 

Policy reform in the Peruvian public sector will be promoted
through institutional development and training, resear-h and studies, and 
regular dialogue with private sector representatives. Given the fact that the 
APRA Government's policy planning formulation process is not yet clearly
defined, authorization of the public sector component will occur at a later 
date (FY87) upon a clearer understanding of how the public sector c!!mponent
should best be structured. In fiscal year 1987, it is expected the.- funds 
will be made available for studies, training, technical ai:-istance, metings,
conferences and international travel. In fiscal years 1988 and 198', these 
activities would be withexpan5ed almost $I million being made avai!a-ie. It 
is anticipated that the success 
reform and increased investment 

of the MEF and BCD 
will enable %ID to 

in p?- o-oting requle-Lcry 
-!ase out its suppcrt 

activities in 1.990. 

B. F:NA CIT XAL YSIS
 

The total Project budget is estimated at $9.38 million, of which AID 
contributes $6 million and the host country (GOP and private institutions)
$1.380 million (see Table 6). The AID financial contribution is divided as 
follows, formal private sector ­ $2.005 million (33%)t informal sector - $1.2 
million (20%), GOP - $1.6 million (27%), and program guidance and coordination 
- $1.195 million (20%). Counterpart contributions are expected as followsi 
formal private sector $1.383 millions informal private sector $1.097 millioni 
and the GOP $0.900 million. Specific allocation of funds will depend on 
opportunities which develop within the private sector (formal and informal)
and the GOP during Project implementation. The Project mu be flexibly
designed to take advantage of events as they transpire in what will be a 
highly dynamic policy and institutional environment. As discussed elsewhere, 
this is especially important since economic policy formulation and 
implementation are still at an incipient stage. 

I. Formal Private Sector
 

Of AID's $2.005 million designated for the formal sector, $1.645
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million is allocated solely to CONFIEP, and CONFIEP will channel 
$0.295

million to sectoral associations and $0.36 million to regional chambers (to be
disbursed through COSTIEP). Table 7 (page ), presents breakdowna of the
formal private sector's 
budget by type of activity (institution building,
facilitating dialogue, strengthening sectoral 
 and regional relations,

etc.) and 
 by source of funds, AID grant or recipient counterpart. Itis important to note that 
AID's portion of the total Project cost declines
from 76 percent in 1986 to 43 percent in 1989. Moreover, AID's contributionto CONFIEP's core programs is expected to be zero by endo of theche Project.
As the table indicates, two-thirds of AID funds are devoted to institutional
development (staff technicalsupport, assistance, special studies, training,
and commodities), 
with the remainder going to facilitating dialogue ($245,000)

and strengthening sectoral ($295,000) and regional ($360,000) members.
 

Table 7, Part B presents the allocation of funds to the regional
chambers. The of resources
bulk these 
 are devoted to institutional
 
development 
 and the creation of information centers 
about investment

opportunities in Peru's provinces. Initially, of funds
most AID's are

earmarked for Arequipa and
the Trujillo chambe rs, with an increasing

proportion to be male available to other regional chambers as 
they propose
strategies for their own institutional development, in consultation
CONFIEP-USAID and the Project Coordinator. 

with 
(In Annex VII a det,.iled listing

of the assumptions on which these financial tables are based is presented.)
 
2. COMF IEP' Lnd.n_ __t 

The ultimate suc:ess of CONF.IEP will depend on the wiD"incrness

of the private sector to continue to assu.une 
 ownership of the organization anr_its activities. 
This Project is designed to demonstrate that COtNIIEF can play
an important role in resolving conflicts within the private sector, producir.economic studies an conferences which influence gcvernment policies, arn
sustaining a dialoq-ae with the government on key economic issues. ODNFIE 'scurrent annual budget is nearly $100,000. However, combinedthe operating
budgets of its members total over $3.0 million (see Annex I). The Presiaentand General Manager estimate that CONFIEP's budget grow to $200,000 in 1987,
based on a modest increase in the contribution from its members, the provision
of new services and direct contributions from key entreprenuers. 

By the end of the Project period, it is expected that OJNFIEPwill generate, from non-AID sources, 100% theof revenues required to finance
all core activities, and therefore will become financially self-sustaining.
The institution-building activities described will in both
above result a
greater willingness on the part of existing association members to finance
CONFIEP's core activities and a much larger and stronger nembership base.
More importantly, 
if CONFIEP can achieve its objectives, it will be able to
attract financial support from wealthy Peruvian entrepreneurs who support itsphilosophy and goals, but prefer to outsideremain of the formal structure of 
private business organizations.
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3. Informal Sector (ILD) 

t:500,000 of AID's planned $1.2 million contribution to ILD has 
already been cbligated (June 20, 1985). The remaining $700,000 will be 
obligated in 7786 and 87 and disbursed over three years. Approximately 80 
percent of A:D's grant to ILD is to be used for institutional development,
primarily for staff support and studies and publications. Table 9 (page 
presents data on the sources and uses of grant funds under the Project by ILD. 

4. Public Sector 

As noted above, this project component will be authorized at a 
later date (FY87) upon a clearer definition of the GOP's policy formulation 
process, and thus a better understanding of how best to structure the 
component. It is expected that AID's contribution to this Project component
will be disbursed over a four year period beginning in early FY87. Table 8 
(page ) presents a proposed breakdown of the uses of funds by activity and 
source. This comi.pnent will remain the most flexible of the four in order to
 
respond to particular GOP needs and to support USAID's general policy dialogue
 
objectives.
 

5. Project Guidance and Coordination 

$1.195 million is budgeted for program maraqement, with about 
two-thirds allocated for the Project Coordinator and his/her deputy. The 
individuals who occupy these positions are crucial to thE .iccess of the 
Project, and they will be contracted by USAID as soon as possible to 
familiarize themselves with the scope of the Project and its sensitivity 
within AID's program, and to private sector efforts to engage in dialogue with
 
the government. Funds are also provided in the component for U'SAID to
 
contract two investment, savings and export development specialists who will 
work with the var'.ous institutions involved in the Project to define key

policy issues related to investment, savings and exports, prepare scopes of 
work for and supervise appropriate studies, recommend policy dialogue
activities, and identify investment and export opportunities, and savings
possibilities. This direct USAID technical assistance will be critical in 
insuring that the institutions involved in the Project stay target withon 

their activities and maximize their effectiveness. Initial contracting and
 
procuring assistance will be provided to CONFIEP through this technical
 
assistance while QONFIEP strengthens its administrative capacity in this
 
area. Finally, funds are budgeted ($195,000) for a formal audit, financial
 
reviews and evaluations. Given the diversity found in the groups among which
 
this project will coordinate policy dialogue, the sensitivity of the issues 
involved in this dialogue, and the fluid nature of both the economic 
environment and the GOP's political needs, this Project has been designed to 
be flexible in response to the changing conditions of the Peruvian 
environment. Therefore, evaluations are critical to this Project as they will 
assess the success of the Project in its current form, determine which changes 
are needed, if any, and make recommendations on how and when to make needed 
adjustments. Table 10 (page 44) provides the budgetary details on this 
component of the Project.
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Table 6 
Summary Financial Plan
 

AID BC Total 

I. 	 Formal Private Sector 
a. CONFIEP
 

I. ristitutional Development 
 1,105,000 781,000 
 1,886,000

2. Facilitating Dialogue 
 245,000 395,000 640,000

3. Strengthening Sectoral 

Relations 
 295,000 100,000 395,000
 

Subtotal CONFIEP 1,645,000 1,276,000 2,921,000
 

b. REG I ONAL CHXMB ERS
1. Institutional Development 250,000 100,000 350,000

2. Facilitating Dialogue 
 110,000 7,000 
 117,000
 

Subtotal Regional 
 360,000 107,000 467,000
 

Subtotal Formal Private Sector 
 2,005,000 1,383,000 
 3,388,000
 

Ii. 	 Governnment of Peru' 
a. Institutional Development 1,410,000 755,000 2,165,000
b. Facil-Itating Dialogue 
 190,000 145.000 
 335,000
 

Subtotal .ZP 1,600,000 900,000 2,500,000 

III. 	 Informal Private Sector
 
a. Institutional Development 
 950,000 1,097,000 2,047,000
b. Facilitating Dialogue 
 250,000 
 0 250,000
 

Subtotal Informal Private Sector 
 1,200,000 1,097,000 
 2,297,000
 

IV. 	 Project Coordination, Support &
 
Evaluation
 
1) Project Coordination 
 650,000 
 0 650,000

2) Specialized Project Support 350,000 0 350,000

(T.A.)

3) Audit and Evaluations 
 195,000 0 195,000 

Subtotal Coordination 
 1,195,000 
 0 1,195,000 

TOTALS 6,000,000 3,380,000 9,380,000 

*Subject to authorization of the Public Sector component. 



Tabhl 7 
Formal Priwte Sector 

By Project Year (PY) 

Gamd lbtal Vs 1* Y 2 PY 3 Py 4 

AID HI lbtal AW i ll) a AID HL TAI A I IL Total AID I lbiaI 

M1HrL RI1 SWE 2,005 1,383 3,388 

I. Intitutinml DWIMnE 1,105 781 1,886 312 32-3 254 156 

a. Staff 290 415 705 94 50 .144 94 80 114 67 iA) 187 35 165 ZM() 

b. TA 480 0 480 140 0 140 145 0 145 120 0 120 75 0 75 

c. Sttdles 
TA 
Pc in 

180 
71 

103 

88 
30 
58 

268 
107 
161 11 

11) 
10 

55 
21 

22 
26 

10 
13 

32 
39 

10 
30 

10 
15 

20 
45 

0 
30 

0 
20 

0 
50 

2-
3.$ 

d. Tber'rng 
e. Off ice Spm:e 
f. QaMid it m 
FacilitatIM MAl 

:toral ReIaiUUo 
M 

107 
0 

48 
245 
295 

50 
200 

28 
395 
100 

157 
200 
76 

640 
395 

33 
0 

43 
45 
60 

5 
45 
25 

[15 
20 

n 
45 
6b 

1w 
8 

33 
0 
3 

130 
65 

10 
46 

1 
30 
30 

43 
46 
4 

160 
95 

26 
0 
1 

65 
85 

15 
54 
1 

95 
25 

41 
54 
2 

160 
I10 

15 
0 
1 
5 

85 

20 
55 
1 

155 
25 

J5 
55 
2 

IU 
U1 

JDSUBTAL 1,645 1,276 2,921 411 28U 751 518 220 138 404 335 I39 246 441 681 

WIEGDL QIDFMRS 

-Am LzIps 
-ThjiUo 
-Other 

129 
91 

140 

85 
22 
0 

214 
113 
140 

45 
5 

30 

9 
2 
0 

21 
3) 

36 
23 
40 

17 
5 
0 

53 
28 
4U 

30 
24 
40 

25 
6 
0 

55 
30 
40 

18 
19 
30 

34 
9 
0 

5. 
28 
jt 

EGI3INAL SIITAL 360 10 467 1OU U ii 99 22 121 94 31 12.5 6 43 110 

DTAL KIAL tW1V SeM 2,005 1,383 3,388 511 291 8W6 61/ 242 859 498 366 864 313 484 791 

7-T[ 59 41% 66 34Z 7Zt 28 53 4= 3% 61Z 

PY I wili bmin June 1, 1986 and ed May 31, 1987; other PYA fo low cou c& lviy in L2 aoxh perhois. 



Table 8 

Public Sector by Project Year (PY) * 

US$ (000) 

PROGRAM WIUNI ENTS PY I pY 2 PY 3 PY 4 PY 5 TOTAl, 
USAID MZp USAID LP USAID GOP USAID WP USAID 0P USAID (1)P Total 

I. Institutional Development 
a. Staffing Support 25 23 75 100 125 75 175 25 100 
b. Technical Assistance 25 75 75 50 25 
c. Studies 50 10 150 20 200 20 200 30 100 20 
d. Training 10 10 30 20 40 20 35 20 15 10 
e. Office Space 5 10 10 10 5 
f. Commodities 5 5 10 5 10 10 5 10 5 

SUBTUTAL INSTITUTIONAL SUPPORT 115 55 340 120 425 185 3o5 245 15 140 1410 755 2165 

I. Facilitation Dialogue 
a. Meeting & Conferences 10 5 30 -5 40 20 35 20 15 15 
b. Press/Publicity 5 5 5 10 10 5 10 5 
c. Public Educ. Campaign 5 5 10 5 10 10 10 10 5 5 

SUBTOTAL FACILITATING DIALUUE 15 15 45 25 bO 40 50 40 20 25 190 145 335 

TOTAL PUBLIC SECTOR 130 70 385 155 485 225 415 285 lb5 165 1600 900 25O 

*Sunject to authorization of the Pubic SecLor Ccoi-'onent 
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Table 9
 

Informal Private Sector
 
by Project Year (PY) 

Us$ (000) 

PY 0* Py 1 PY 2 Total 
AID HC AID HC AID HC AID KU 

1. Institutional T'velopment
 
a. Staffing 
 144 80 140 68 60 52
 
b. Technical Assistance 
 67 0 70 0 70 0
 
c. Studies & Publications 200 130
400 300 50 155
 
d. Co dities 
 9 25 10 20 0 7
 

SUIB'OTAL INSTITUTIONAL DEVELOPMENT 
 420 505 350 378 180 214 950 1097
 

2. Facilitating Dialogue
 
a. Meetin&s & Conferences 71 0 80 0 50 0
 
b. Press/Publicity 
 0 0 10 0 10 0
 
c. Public Education Campaign 
 9 0 10 0 IC 0
 

SUBTOTAL FACILITATING DIALOGUE 
 80 0 100 0 70 0 250 0 

INFORMAL PRIVATE SECTOR 
 500 505 450 378 250 214 i200 1097
 

* Although the informal sector component activities through ILD began in 1985, for the 
purposes of this PP. this preceeds PY 1. 
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Table 10 

Project Giidarxe &CoordinatiDn 
byProject Year (FY) 

'Y1 PY 2 FY 3 PY 4 FY 5 Total 

L 	 Project Coordination 
* a. ] mjet Ma--ager (1) 55 148 124 147 66 540 

** b. Dtputy %nager (Peruvian)(2) 17 27 28 29 9 110 

SL1TnY]AL 	 72 175 152 176 75 650 

IL 	 Spfia-ize Project Suport 
* a. US 5:pert (1) 50 122 73 	 245 
* b. Peruvian cpert (2) 	 10 24 27 28 16 105 

SLIBITAL 	 60 146 )W0 28 16 350 

IUL 	.Aiit and Esluation 30 65 0 CIO 195 

TAL 	 132 351 317 204 191 1195 

Iate: A 6.. inflation related cost adjastnent has been included in the calz,'aions. 

(1) 	 Irchdess salary plus travel, shippirg, housrg, eduLraion al-'-'.xaes and 
other associated costs. 

(2) 	 Ircludes only salary and direct benefits as establisled by law. 

* Starts Ja,ar' 1987 
* Starts Cttober 1986
 



- 45 -

Table 11 

Sources & Uses
 
Sumary Cost Eutimates and Financial Plan
 

US$ (000)
 

SOURCE 
AID HOST 

USE GRANT * COUWrrY TOTAL 

I. 	 Technical Assistance
 
o Short Term 	 1,170 30 1,200
 
o Long Term 	 1,000 0 1,000
 

2,200
 

II. 	 Training 237 130 367
 

III. 	Comodities 118 105 223
 

IV. 	 Other (including staff, 
publications, conferences, 
travels and wiscell.aneous) 3,475 3,115 6,590 

TOTAL 	 6,000 3,380 9,380
 

*Includes $1.6 million fcor the public sector subject to the authorization
 
of the Public Sector coponent
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Table 12 

Obligation of
 
AID Grant Funds by FY
 

US$ (000)
 

FY FY FY FY 
 FY FY
 
85 86 87 
 88 89 90 
 Total
 

Public Sector' 0 0 500 400 700 0 1,600 

Formal Private Sector 
 0 1,000 605 400 
 0 0 2,005 

Informal Private Sector 500 450 250 0 0 0 1,200 

Project Coordination 
 0 0 449 300 450 
 0 1,195
 

TOTALS 
 500 1,450 1,800 1,100 1,150 
 0 6,000
 

This table represents the planned obligation- schedu20 per Project component
through their termination. 

*Subject to the authorization of 
the Public Sector com',onent.
 



Table 13
 

Kxnenditure by Proiect Activity by Project Year (Y)
 

AID Grant US$ (000)
 

CoMonent 	 PY ' PY1 PY 2 PY 3 PY 4 PY S Total 

I. 	 Institutional Development 420 914 909 740 567 165 3,715
 

II. 	 Facilitating Dialogue 8U 183 278 158 76 20 795
 

III. 	 Strangthening,Sectoral
 
Relations 0 60 65 85 85 0 295
 

IV. 	 Guidance, Coordination 0 132 351 317 204 191 1,195
 
& Support**
 

TOTAL 	 500 1,289 1,603 1,300 932 376 6,000
 

This table represents a regrouping of the planned disburseaent schedule for the 
Project per major category of activity as explained in the text and in Tables 6 
through 9. 

* Although some Project Activities (through ILD) began in 1985, for the purposes 
of this PP, this preceeds PY 1. 

** 	 1) Includes $195,000 for evaluations, audit, and financial reviews. 
2) Includes technical assistance for investment and export promotion. 



Table 14
 

Expenditure by Currency by Component
 

by PY 

us$ (000) 

PY O* PY I PY 2 PY 3 
US$ I/. Total US$ I/. Total US$ I/. Total US$ l/. Total 

i. Formal Sector 262 315 577 347 270 617 236 262 498 


1i. Informal Sector 67 433 500 70 380 470 70 180 250
 

111. Public Sector 0* 65 65 IJO 190 195 385 225 260 485 

IV. Program Coordination 105 27 132 300 51 351 262 55 317 


SUBTOTALS 67 433 500 502 787 1289 907 696 1603 723 577 1300 


Total US$ expenditures - 2,989 49.8% 
Total local currency (US$ equivalent) expenditures 3 011 50.2Z 

us$ 6,000 

Uk$ 

197 


190 


147 


534 


PY 4 

7." 


116 


225 


57 


398 


Total 


313
 

415 


204 


932 


US$ 


90 


166 


256 


PY 5
 
1/. Total
 

95 185
 

25 191
 

120 376
 

rhis table representn an arbitrary distinction between expenditures to be incurred on U.S. sourced components and expenditure
 
on Peruvian sources or spent components. It is quite probable that the local currency proportion will increase.
 

*Although the informal sector component activities through ILD began in 1985, for the purposes of this PP, this preceeds PY i.
 

"Subject to the authorization of the Public Sector Component
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Table 15 

Methods of Inleuentation and Financin
 

Budget Item and Method of Budget
 
Method of Implementation Financing Estimate
 

I. Informal Private Sector
 
Specific Support Grant -	 ILD Direct Payment 1,200,000 

II. Formal Private Sector
 
Specific Support Grant - COYFIKP 
(Includes grantee contracts for
 
local and foreign TA, commodities
 
and training) 
 Direct Payment 2,005,000
 

III. Public Sector * 
Specific Support Grant
 
(Includes grantee contracts
 
for local and foreign TA, 
training and Comnoditiev) 	 Direct Payment 1,600,000
 

IV. Project Coordinat ion/Guidance
 
Direct 	AID Personal Services
 
Contracts 
 Direct Payment 1,000,0000
 

V. 	 Evaluation/Audit/Financial Reviews 
Direct AID contract - Evaluation Direct Payment 100,000 
Audit - IG/Non-Federal Audit Direct Payment 65,000 
Financial Reviews - Mission IQC Direct Payment 30,000 

Total 	 6,000,000
 

*Subject to the authorization of the Public Sector component 



50
 

C. Technical Analysis
 

The types of activities to be financed under this Project have been 
described in the Institutional Analysis while the most likely scenario 
regarding the mix of activities has been detailed in the Financial Analysis. 
The mix of activities budgeted in the Financial Analysis are considered the 
most effective means of accomplishing Project objectives. Specifically, heavy 
emphasis is being placed on institutional development (COEFIKP, regional
associations, GOP, and ILD) in order to insure an ongoing capability to 
research, analyze, dialogue and ultimately formulate and implent an adequate 
policy framework. The institutional weknesses in both the private and public 
sectors in these areas are such that the achievement of Project objectives 
would not be possible unless this is addressed. Particular emphasis is given 
to staff development and technical assistance for selected focal 
organizations* which can begin to alleviate the existing fragmentation (public 
vs. private, informal vs. formal, Lima vs. provinces and sector vs. sector) 
and develop a greater consensus regarding a development strategy and policy
 
framework benefitting all Peruvians under a democratic framework. 

Similar emphasis is being placed on the studies, publications,
 
conferences and other activities contemplated under this Project. Although
 
these activities will be crucial in developing a national understanding of 
critical issues and their resolution, their quality and effectiveness will 
also be a function of the strength and credibility of the sponsoring 
institutions.
 

Although the Financial Analysis proposes c specific mix of 
activities, this Project will require significant flexibility in its
 
imlementation. As is described in the Imlementation Arran&ements, the
 
Project guidance and coordination function is an essential component for
 
insuring the effectiveness of the Project.
 

The methodology utilized in arriving at the strategic approach and
 
mix of activities rec,,-=Kended for this Project has involved the assessment of
 
possible options for accomplishing Project objectives.** In addition to the
 
PID and guidance cable, various possibilities regarding Project design and
 
activities were identified in extensive interviews with private sector
 
associations (COMIFIEP and its member associations and chambers), ILD 

While these have been explicitly identified throughout this paper in the 
case of the formal private sector (COWFIKP, chambers in Arequipa and 
Trujillo, etc.) and the informal private sector (ILD), it is not possible
 
to provide the same level of specificity in the case of the public sector 
since the new administration has not fully defined the role of various 
ministries in designing economic policy.
 

** To stmiulete economic growth and employment through the alleviation of 
policy, institutional and attitudinal constraints to ravings and
 
investment.
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and 	 leading Peruvian economists. Some of the principal design and strategy 
related considerations included the following:
 

o 	 Should the Project focus primarily on financing studies 4r oa 
developing the institutional framework required to facilitate policy 
dialogue? Given limited resources, it was determined that sphasis 
should be placed on institutional developsnt. This ehasis is 
required in order to insure that policy aruilysis activities can be 
properly defined, focused and channeled into effective policy 
dialogue activities. Because of the weak institutiona frimeork 
existing in Peru, it was determined that the studies financed under 
the 	 Project would have limited impact, thus requiring institutional 
strengthening. Furthermore, the policy analysis and dialogue
 
activities would only be sustained after the Project ends if these
 
institutions are adequately strengthened.
 

o 	 Should the formal private sector component of the Project seek to
 
improve the lobbying capability of the various sectoral and regional 
associations? One of the options considered (and included in the
 
PID) would mphasize channeling resources to COFIEP's mbers, in 
order to irprove their policy analysis and lobbying capabilities, 
rather than strengthening CONFIEP. This option was rejected for 
several reasons: 1) it would tend to agt.ravate the existing 
fragmentation of the private sector and the tendency of each group to 
seek special deals or privileges in their interaction with the 
government; 2) it would encourage the perception in goverrmuit that 
the formal private sector is only after more privileges without 
making an adequate contrilution to the overall economy, corsequently 
damaging efforts to stimilate policy dialogue, mud 3) only a 
strengthened CONFIEP would be able to marshal). the necessary 
resources and econcmy-wide credibility to engage in policy dialogue. 

0 	 Should support for regional chambers be channeled through COIFIEP? 
Given the fact that all the regional chambers of Peru have recently 
become mem ers of CONFIKP by virtue of COVFIEP's induction of 
COIFECAMARAS (the umbrella confederation of regional chambers of 
commerce), and that COYFIEP has a strong comitument to, and its own 
agenda for, the institutional development of regional chambers, KID 
support for regional chambers will be channelled through GWIFEP, but 
jointly administered by the AID Project Coordinator. 

o 	 To what extent should linkages between ILD and COIIEP be 
formalized? ILD and CONFIEP are entirely different types of 
organizations; while COMFIEP is a representative association, ILD is 
a group researching issues affecting the informal private sector and 
helping the informal sector organize around activities based m ILD's 
proposals. However, since close coordination is essential (and 
should be insured by the Project Coordinator) ILd and COWflIP will 
enter into a formal agreement to coordinate their policy analysis and 
dialogue activities, as well as jointly pursue the objective of a 
Peruvian investment envirorment attractive to all investors. 

o 	 To what extent are the recommended skills available in Peru or the 
U.S.? The success of the Project, as designed, will depend heavily 
on the calibre of the individuals recruited for key positions. This 
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makes it particularly important to consider whether those skills are 
available in Peru or the U.S. Field research indicates that
 
qualified candidates can be found in Peru to fill the positions

required within COWFIKP (economist, public relations, membership 
affairs) as well as the deputy coordinator and one of the
 
export/investamnt promotion specialists. The most difficult position
 
to fill will be that of economist given the qualifications specified 
and the need to convince prominent economists to work with an 
unproven organization. U.S. expertise will be required for the 
Project Coordinator, (see Annex VII for a description of the Project 
Coordinator) export/investment promotion and most foreign short term 
technical assistance. For other short-term technical assistance, it 
may be necessary to look beyond the U.S., for example, to a 
Venezuelan with experience in FEDECAMARAS or a Spaniard with 
experience in the Spanish Confederation of Enterprise Organizations. 

o What would insure effective implezentation of this highly complex and 
experimental Project? Because this Project involves working with
 
three entirely separate components (formal private, informal private, 
and government sectors) towards comon objectives, this Project
 
requires special attention to the monitoring, coordination and
 
support function. This has been provided by a coordinator, deputy 
coordinator, and two investment promotion specialists. The former
 
two individuals would focus on guidance, coordination, monitoring and 
adjustment of the Project while the latter two would provide hands on
 
assistance in conceptualizing and undertaking Project related
 
act!vities and anlyses.
 

D. Icononic Analysis 

The economic situation fully described in Section II --- Background
is characterized by limited Lrowth and investment, declinint standards of 

living, growing ure.-=ycyient, and an unmanageable foreign debt. Furthermore, 
these problems are :a-gely structural in nature due to the development 
strategy, economic policies and mana&ement of the economy of the past fifteen 
years. Of particular importance has been the increasing state intervention in 
the economy, both through direct investment in state owned companies and 
extensive regulation of the economy. This has resulted in the emergence of a 
very large "informal" sector and limited incentives for savings and investment 
in the formal private sector.
 

The public sector, which has traditionally attempted to compensate
for limited private investment with its own spending (largely financed by
foreign borrowing) can no longer financially afford to continue to rely on 
this model. Furthermore, the macroeconoic situation is so serious that the 
resources that might be mobilized by the public sector do not even come close 
to meeting the requiremnts for jobs, foreign exchange and improved standards 
of living. Some of the specific challenges facing Peru might be quantified as 
follows:
 

The creation of about 300,000 jobs to reduce open unemployment to 
1975 levels and an additional 600,000 jobs to absorb new entrants to the labor 
force over the life of the Project.
 

The creation of improved employment opportunities for 57% of the 

2 
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labor force considered to be underemployed.
 

The generation (or inflow) of an average of about $2 billion per
 
year in additional new foreign exchange to be able to meet debt service
 
obligations over the next five years.
 

An increase in GDP of 20%, in real terms, over the life of the 
Project just to restore per capita income levels to 1975 standards (without
 
considering further growth of the population).
 

In the context of these challenges, it is evident that the estimated 
$1.2 billion in gross fixed investment in 1984 (15.4% of GDP) is inadequate.

For example, assuming that $10,000 in investment is required per job created 
(roughly the actual ratio in Peru), $1 billion in new investment would 
generate 100,000 jobs, which if sustained over the life of the Project would 
not address even the open unemployment problem. Investment levels would have 
to be doubled, without access to foreign borrowing, such that domestic savings
 
would need to increase correspondingly.
 

Given the magnitude of the problem, AID's total assistance program
 
(not to mention this Project) can provide only a very small part of the needed
 
resources. Projects must be designed to have the greatest possible leverage
 
in terms of their economic impacts. Specifically, each dollar of AID Project

financing must stimulate many dollars of productive investment in the economy 
(consequently generating jobs, foreign exchange and improved standards of 
living). This must be the primary criteria for the economic analysis of the 
present Project. 

If properly implemented, the Projecc can have a significant economic 
impact well beyond the level of direct. AID investment. Although the econolmic 
benefits are impossible to quantify, the Project could be described as having
 
the following impacts:
 

imprcved understanding of the severity of the economic crisis and 
the need for greatly increased levels of investment, in contrast to the very 
limited public sector resources available for investment.
 

Enhancement, as a result of the understanding of the problem and 
the limited options available for its alleviation, of the possibility of 
significant policy reform aimed at creating an attractive investment climate. 

* Increased domestic savings and investment, in both formal and
 
informal private sectors, generating needed employment and national income. 

Improved environment for privatization of state-owned companies,
 
which in turn would reduce the fiscal burden on the government and free
 
resources for social services and infrastructure. 

* Private and public sector cooperation in the promotion of foreign 
investment in priority sectors (particularly exports and agriculture).
 

Increased exports, providing needed foreign exchange for
 
servicing the debt and financing essential imports.
 

* Increased economic efficiency resulting from the
 



elimination/modification of policies and regulations that are costly to
 
administer and comply with, and which aggravate structural distortions in the 
economy (e.g. policies and regulations that have contributed to: high cost, 
highly protected industries, disincentives to agriculture and investment in 
rural areas, and the emergence of the informal sector). 

Increased production and greater competition, benefitting both 
producers and consumers. 

The beneficiaries of the economic impacts generated by the Project 
can be described as follows:
 

* The informal sector which would benefit from fewer burdensome 
regulations and discriminatory policies (for example that provide special 
privileges to large scale enterprises), as well as from easier access to 
credit and recognition within the formal system. 

The unemployed and underemployed who would be the primary
 
beneficiaries of new savings and investment.
 

Consumers benefitting from increased and more efficient (lower
 
cost) production.
 

Producers who would find it easier and more attractive to invest
 
in the Peruvian economy.
 

In evaluatinr; thii; Project, it will be important to deterine the 
extent to which the resenrch, institution buildim,-, policy diaiogue and 
related activities have -e.,ulted in policy reforms with a direct iJpac.. on 
investment and economic growth. Specifically this evi.u. tio, should seek to 
measure the extent to which KID's "investnment" has beei .'everaged in terms of 
stivulating investment, employment, foreign exchange, national income, and
 
greater economic efficiency. In Section V. F. evaluation needs and means are
 
discussed in &reater detail.
 

E. Social Soundness
 

The feasibility of this Project depends upon the willingness of the 
three sides of the triangle (public sector, formal private sector, and 
informal sector) to collaborate in resolving Peru's economic crisis. 
Ironically, the very severity of the crisis may push these three sectors of 
society together. The government appears willing to dialogue with the formal
 
private sector and to reach out to the informales; the private sector has
 
formed COMFIEP in an attempt to speak with one voice; and the most visible 
exponent of the informal sector (ILD) is already engaged in a research project 
with the krequipa Chamber (a member of COEFIEP). 

Safeguards for the Project are detailed in the Implementation 
Arrangements. The risks to the Project are well-known: that the government 
could increase state intervention in the economy; that the private sector 
could again fractionalize in the pursuit of narrow sector interests; and that 
the informal sector could continue to expand rather than legalize* its 
activities in response to non-market signals (increased regulation, price 
controls, etc.) from the government. This latter development would probably 
mzn an increasing role for the state as champion of the Informales to the 

yc
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exclusion of other organizations and, at the same time, exercising greater 
control. 

With regard to the activities envisioned in the Project, these fit 
within the socio-political and cultural parameters of Peru. Studies,

publications, conferences, discussion of alternatives, technical 
assistance, 
and training all fit within Peru's democratic framework. In addition, there 
is a history of public-private dialogue in Peru, as exemplified by the annual 
business executives conference meting (CADE). This particular effort has
 
been successful because it has been organized by an organization with n; 
"ecific sectoral interests (IPAE, a participating business educational
 

organization in the Private Sector Manateuent Improvement Project) and around 
issues that can provide a comon forum xor all sectors. The lessons of this 
successful precedent have been incorporated into the present Project. 

Legalization is used here to represent the acceptance by all parties of 
a
 
miinium set of rules that do not penalize the &rowth and development of 
individual enterprises currently considered part of the informales
 
stratum.
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V. Im=lmntation Arrantements 

To obligate Project funds three (3) separate grant agreements, four (4)

AID direct Personal Services Contracts (PSCs) and a series of AID direct
 
institutional and/or PSCs for evaluation and audit will be used.
 

Grant agreements will be negotiated with organizations representing the 
three components of the Project -- the formal private sector, the informal
 
private sector and the public Bector. To date, Project design envisions grant
 
agreements with COUFIRP, ILD and the public sector, most likely the BCR. 

The task of coordinating and guiding these diverse and potentially

antagonistic elements will fall, of necessity, outside the three groups. 
 The
 
decision on how best to plan and execute the Annual Implementation Plans
 
required under the grant agreements will have to be made in the manner that
 
least compromises the impartiality and ability of the USAID Project

Coordinator and Deputy Project Coordinator to work with all parties involved. 
The task of the Project Coordinator and his/her Deputy will require special
 
care and sensitivity to recognize the existing divisions within and between
 
sectors and to strive to overcome them. Improving comunication and enhancing

collaboration on all fronts are the fundamental 
 pillars for building
 
consensus. 
 Therefore, the guidance and coordination component is critical and
 
will be implemented through four (4) AID direct PSCs.
 

To provide needed objectivity in the evaluation and audit of the Project,

$195,000 is available for KID direct contracting under institutional and/or
 
PSC modes. 

The following pages provide specific guidelines for n'?otiat.ion, project 

financing, procurement and implementation.
 

A. Private Sector
 

1. The Formal Private Sector
 

A specific support agreement will be signed with COFFIEP with a 
threefold purpose:
 

. Strengthen the institution and its member sectoral and 
regional oganizations (including the attainment of financial self-sufficiency). 

Develop its economic/policy research and analysis capability.
 

Develop its opinion/consensus forming capability.
 

The initial focus will be in the institutional strengthening area 
with a gradual shift towards the development of study and dialogue 
capabilities. Since it will take time for COIFIEP to develop

organizationally, technical assistance, co dities and training
opportunities, especially in the earlier phases, will Ve contracted by CORFIEP 
through a series of institutional contracts. The institutional contracting 
mechanism will be used to facilitate access to needed local and foreign skills 
and reduce COIFIRP's contracting burden. A US/Peruvian consortium approach 
will be used to avoid too strong a non-Peruvian identification of this
 
sensitive effort.
 

vI( 
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CONFIEP will accomplish (1) the contracting of technical
 
assistance; (2) the purchase of goods and conmodities; (3) the selection and
 
hiring of new staff; and (4) the organization and financing of conferences and
 
public education activities. COVFIEP Management and the Board of Directors 
realize that the accounting and financial control as well as contract
 
management operations must be strengthened and must adhere to AID approved 
requirements, standards and procedures (CONFIEP has already received the 
Spanish version of HB 11). CONFIKP, its member organizatios and the 
individual entrepreneurs who comprise all these associations have the 
requisite skills to manage and control Project resources. USAID, the Project 
Coordinator and the Deputy Coordinator will periodically review the growth in 
COFFIEP's staff to assure that administrative functions are expnding in 
accordance with the program elsents and project objectives. 

2. The Informal Private Sector - Institute for Liberty and
 
Democracy (ILD) 

This Project component has already been obligated with ILD 
through a specific support grant agreement on June 20, 1985. Funding is made 
available to continue ILD's work involving the preparation of studies on the 
informal private sector, the publicity of their findings and the preparation 
of a book on the informal sector. The result of ILD's work to date has been 
an increased awareness on the part of the government and the ,eneral public of 
the size, functioning and impoLtance of the informal sector and of the need to 
reduce the regulatory and legal maze which impedes the evolution of the 
informal sector to formalized legal status. 

Based on ILD's substantial earlier experience in successfully 
implementing a series of AID--finaoced act.vities it is fully conversarnt with 
AID project requirements. The organiz.tional structure it in place and 
capable of administering the remaining grant resources as planned. 

B. Public Sector
 

Traditionally, the Iey econoir3c pulicy making entities in Fer-a have 
been the BCR and MEF, and to a lesser extent, the KICTI and the INF. 
Indications from the Garcia &overnment show that the office of the Prime 
Minister (which currently shares portfolio with Economy and Finance) and the 
newly established Ministry of the Presidency will also play a decisive role in 
economic affairs. However, as noted earlier, given the fact that the policy 
fornulation/analysis process of the APRA government is not yet well-defined, 
authorization of this component will be postponed until early FY87, when the 
Mission will have a better understanding of how this component should best be 
structured.
 

USAID has had much experience with the KEF, the BCR and numerous 
other GOP agencies in the design and implementation of both grant and loan 
financed projects. All organizations being considered for participation in 
this component of the Project have L.lemnted or are Lmplewamting USAID 
assisted activities. Additionally, all are fully aware of AID financial and 
contracting requirements and will comply vith these responsibilities. 
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C. Project Coordination and Guidance 

Because the Project aims to facilitate dialogue between an
institutionally weak private 
sector and an inexperienced government, the task 
of guidance and coordination of Project components becomes critical. This 
task is all the more delicate due to the current atmosphere of social and 
economic crisis. Given the fluid present situation, frequent adjustments will

probably have to be introduced in the implementation of the Project. These
 
adjustments will be made on the basis of periodic reviews and evaluations of
the progress, problems and opportunities encountered as the activities
 
unfold. This component of the 
Project, therefore, will be implemented at the
 
earliest possible time. The budget figures shown in Table 10 (page 44
reflect the importance attached to this component, which is key to the success 
of the whole Project as well as indivilual components.
 

The Project Coordination 
and Guidance component will be implemented

directly by USAID through four (4) PSCs. Two the PSCs
(2) of will provide

USAID and the Project with general project coordination and guidance skills.
These two senior coordinators (one U.S. and one Peruvian) contemplated under 
long term personal services contracts will have complmentary skills in order 
to adequately monitor and evaluate the 
progress of the three principal

operational components of the Project. 
 The US PSC Project Coordinator will be 
selected and contracted with FY87 Project resources and is expected to start 
work in Peru in January 1987. The Peruvian PSC Deputy Coordinator will also 
be hired with FY87 Project funds but will begin work earlier, probably in 
October 1986. Should the Deputy Coordinator be identified and available 
before FY87 Project funding is in place, the Mission will contemplate using
Project Design and Support funds for firstthe period of this two-year 
contract. This procedure will allow rapid implementation of the coordination 
and guidance function.
 

In addition to the Project coordination function, this component
also includes technical assistance for investment and export promotion

specialists 
who will help to define and support the work in these field.

These expei-ts, one U.S. and one Peruvian, will be experienced in programs
aimed at 
improving the policy climate for investment, savings and exports as
 
well as in the identification 
and follow-up of specific opportunities. Both
 
individuals will be contracted through PSCs with USAID in late FY87.
 

D. Negotiating Status
 

USAID is fully prepared to negotiate a $2,005,000 specific support
grant agreement with and the incrementCONFIEP obligate first ($1,000,000) of 
funding. Documentation 
is also in place for the second increment ($450,000)

of the informal sector grant with ILD. Extensive discussions have taken place

over 
the past two years with CONFIEP, and the ILD agreement was previously
signed on June 20, 1985. OONFIEP submitted a grant request proposal
on 6/16/86, which, in combination with the analyses in this PP, will be the
basis of the specific support grant agreement. All major CPs and covenants 
for the CONFIEP agreement have been discussed. These include# 



- 59 ­

a) 
 Conditions Precedent to Initial Disbursement
 

Prior to any disbursements or the issuance of commitment documentsunder the Grant, CONFIEP will submit to AID, in form and substance acceptable 
to AID, the following,
 

i. Evidence that is dulyCONFIEP organized and registered in 
accordance with the laws of Perul and 

ii. Evidenze that CONFIEP is recognized as 
an entity exempt from
 
taxation under the laws of Peru.
 

b) 
 Conditions Precedent to Disbursements
 

Prior to any disbursements after first
the $100,000 has beendisbursed under Grant,this CONFIEP will submit to AID, in form and substance 
acceptable to .KID, the followingi
 

i. A copy of a CONFIEP Board of Directors' resolution indicating
that there will be increasing self-sufficiency for CONFIEP's 
core activities
during the Grant period and full self-sufficiency for core activities when AID
 
financial assistance terminates.
 

ii. The first Annual Ilnp' ementation Plan - *rov-des expectedaccomplishments for the period, and tho anticipated Projcct inputs, objectivesand specific progress indicators for each quarter. The plairn will specify the 
funding 
source for all proposed Project activities.
 

iii. Doc ertation that CONFIEP has developed and is utilizing
improved financial an 

aaement, internal control and procurement system..
 

iv. A r-py of an executed agreement between CONFIEP and ILD whichindicates that these organizations plan to collaborate 
 to promote the
integration of the formal and informal private sectors in Peru, and describes 
the general manner 
in which this will be accomplished.
 

c) Conditions Precedent 
 to Subsequent Disbursements
 

Prior to any disbursement 
 or the issuance of commitment documentsunder the Grant to finance Project activities not contained in the AnnualImplementation Plan in effect at the time, CONFIEP will submit to AID, in form 
and substance acceptable to AID, the following*
 

i. An amendment to the Implementation Plan currently in effect, orif appropriate, a new Annual Implementation Plan 

ii. Documentation which indicates that CONFIEP has provided no 
less
than the Project counterpart requirements to date as described in its proposal 
to AID. 
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d) 	 Covenants
 

CONFIEP covenants that it will:
 

i. 	 Undertake campaigns, studies otherand actions that promote andexpand private sector investment, production, exports and employment in Peru. 

ii. 	Conduct public education programs on the important role of the
private sector 
(both formal and informal) in the development of Peru.
 

iii.Prepare reg-ular studies, analyses 
 and 	 recommendations
integrate private sector 	 that

views from 
the private formal and informal sectors
and from Lima-based and regional associations. Publicize the findings and
conclusions of these studies, analyses and recommendations and present them inappropiate ways to other private sector organizations, to the general public

and to the Goverment of Peru. 

iv. 	 Work to integrate CONFIEP, sectoral associations and regionalassociations and strengthen their capacity 
 to 	 promote private sector
investment, prDduction, and employment outside of Lima. 

v. 	 Work with appropiate private and 	pu:lic organizations to help
integrate Peru's large informal private sector into 	the formal economy of Peru. 

vi. 	 implement funda raising campaign which 	 will 1.etad to increasingCONFIEP revenues from non-AID sources orde- CO-FIEPin that can continue andmaintain core project activities when AID funding terminates.
 

vii.Seek addit.ional funding for 	 WONFIEP from local sources and, asappropriate, from other international agencies and/or from friendly countries.
 

viii.Employ the technical 
and 	administrative staff needed to develop
successfully CONFIEP's 
institutional 
and 	technical capacity and to 
implement

effectively the AID grant.
 

ix. Coordinate CONFIEP activities with other private sector groups
being 	 assisted by AID such as Instituto Libertad y Democracia (ILD), InstitutoPeruano de Administraci6n de Empresas (IPAE), Escuela Superior deAdministraci6n de Negocios 
(ESAN), Universidad 
del 	Pacifico, Univeraidad
Piura, Acci6n Comunitaria del Peru', Asociaci6n 	
de
 

Promotora de Institutos
Tecnol6gicos Superiores (TECSUP), etc. 
 When 	appropriate, utilize the 
research
findings 
and 	development experiences from these 
 organizations in CONFIEP
 
programs. 

x. 	 Conduct regular project 
review sessions with 
AID 	to discuss,
a) the status of activities 
being 	carried out under the grant, b) problems
encountered in implementing the grant 
 c) 	means for addressing these
problems, d) progress in developing CONFIEP's institutional capacity andfinancial self-sufficiency, e) of
status 
 private sector counterpart
contributions to CONFIEP and 
 f) other issues mutually agreed upon by CONFIEP 
and AID. 
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xi. Participate with AID in all project evaluations, financial 
reviews, and audits and incorporate into the Project appropiate 
recomwendations resulting from such activities as mutually agreed upon by 
COVFIEP and AID. 

xii. Locate, select, contract and purchase all AID-financed project 
technical assistance, training services and commodities in a competitive 
manner approved by AID. 

The informal private sector component of the Project has already been 
authorized and includes all source/origin and nationality requirements, as 
well as Conditions Precedent and Covenants. This authorization is included in 
Annex 10, Exhibit A. The authorization of the public sector component, final 
negotiations and signing of a Grant agreement with the GOP will take place in 
FY87. Conditions and covenants will be determined it that time.
 

/'1
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E. PROJECT METHODS OF FINANCING
 

Table No. 15 (page 49 ) outlines the planned methods of
 
implementation and financing required Policy Statement No. 1 of
as by the
 
Agency's Payment Verification Policy. Planned methods of financing conform to
 
the preferred methods established by AID policy. However, the design

anticipates, for critical institutional development reasons, that Grantee
 
contracts will be 
executed for technical assistance training and commodities.
 
All financial flows for these contracts will be in the form of AID 
cash 
advances to the Grantee and then reimbursement to the contractors. CONFIEP 
has little experience in competing, evaluating, negotiating or managing the 
type of broad, long-term services contracts contemplated by this Project.

Nonetheless, the institutional development considerations of Grantee contracts
 
versus the internal control advantages of direct AID contracts were considered
 
by the design team, with the selection of the former for project

implementation. The USAID, Project Coordinator and the Deputy Project

Coordinator will provide contracting assistance to 
CONFIEP in the initial
 
stages until CONFIEP refines its capabilities in this area.
 

CONFIEP will face also substantial responsibility to monitor the use
 
of, and account for, federal funds going to conduct seminars, studies and
 
other research/policy dialogue activities through sectoral and reuional
 
associations. As a result, in addition to enhanced review by USAID and the
 
Project Coordinator and Deputy, the Specific Support Grant may 
be used to
 
finance the necessary financial management expertise and overview to account
 
properly for incurred costs. Specifically resources will ba available under
 
the staff and teclinic31 assistance line itemns in the Specific Support :rant.
 

While CONFIEP has access to highly trained and internationally 
experienced business professionals who are members of its confederation, it is 
nonetheless currently a fragile organization with only three staff, a general 
manager, a secretary and a part-time accountant. As noted in the detailed 
CONFIEP analysis (Annex I), CONFIEP is a nascent organization still at the 
early stage of development, especially from a financial management
perspective. As a result Mission management realizes that exceptionally close 
monitoring of CONFIEP's initial contract 
execution, management and staffing
 
process will be required along with 
close oversight of all AID cash resources
 
disbursed to CONFIEP. In this regard, it should be 
noted that specific and
 
extensive funding for 
a formal audit and CPA consulting services have been
 
budgeted in the Project as required by AID policy and
 
commitments/disbursements above $100,000 will require CONFIEP to improve, as 
a
 
Condition Precedent, its accounting and financial controls systems in
a manner
 
satisfactory to AID.
 

F. PROCUREMENT PROEDURES
 

1. Source and Origin of Commodities, and Nationality of Services
 

In accordance with the Project's underlying flexibility and
 
desire to use the institutional and policy dialogue/formulation experiences of
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countries in the free world (particularly Mexico, Argentina, Colc-bi a,
Venezuela and Spain), the fol1owiTg illustrative waivers may be requested
during project implementation because in many cases no suppliers from US and 
Peru will be able to provide the required commodities, services and/or
training. 
 These waivers will be analyzed and justified on a transactional
 
level if/at the time they are requested. 

a) A.I.D. source and origin regulations will be waived to permit
the procurement of up to $200,000 of commodities, including training, data 
processing equipment and publications, from countries included in AID 
Geographic Code 941.
 

b) A.I.D. nationality regulations will be waived to permit the 
procurement of up to $200,000 of services from suppliers who.;e 
nationalities
 
are in countries included in AID Geographic Code 941.
 

c) A.I.D. nationality regulations will be waived to permit the 
procurement of up to $200,000 of services from 
suppliers whose nationalities
 
are in countries in AID Geographic Code 935.
 

All other standard AID requirements and grant language will be used 
in the negotiation and obligation of Project funds.
 

2. Procurement 

Procurement of Project gcOod' dnd services will be the 
responsibility of USAID, CONPIEP (and its member associations), ILD and the 
GOP. The coordination and guidance coolpnent requires four br:g-ter persnal
service contractors who will be contracted directly by USAID. All other goods
and servi:es will be procured by the grant recipients nsing competitive 
practices approved by USAID. Full consideration will be aiven to small,
minority and women owned businesses for the provision of all goods and 
services. It is expected that CONFIEP, and possibly t-.e GOP, will use 
institutional contracts, with a US firm(s) or US/Peruvian consortium(s), to 
provide much of the technical assistance, commodities and training. 
This will
 
reduce the number of contracting transactions and the resulting administrative
 
requirements. The audit 
contractors contracted by 

and evaluations 
AID, for which 

will be 
a total 

conducted bl outside 
of $195,000 has been 

allocated. 

The inputs to be covered under each of the obligating agreements
 
are sumarized below, 

a) Long term personal services contracts
 

- Project coordinator (48 person months)-US
 
- Deputy Project coordinator (48 person months)-Peruvian 
- U.S. investment, savings and export promotion expert (24 

person months)- US 
- Peruvian investment, savings and export promotion expert 

(48 person months)
 



b) Grant agreements
 

CONFAIEP
 

- Staff support
 
- Studies'
 
- Ccmmodities*
 
- Other Associations
 
- Conferences, public education, meetings, speakers
 
- Technical Assistance*
 
- Training'
 

GOP
 

- Training'
 
- Commodities*
 
- Meetings, publications, public education
 
- Technical assistance*
 

ILD
 

- Staffing Support 
- Studies 
- Commodities 
- Public education campaign 

' Approximately 75% of these inputs expectedare to !x procured through
institutional contracts possibly with Peruvian and/or U.S. institutions.
 

G. implementatio. Plan
 

An organizatinal structure indicating 
lines of communisation and

responsibility are shown in Figure 4 !page ). Figures 5 and 6 (pages
and ) summarize the key implementation arrangements over the life of the
Project and, specifically, for the first twelve months. The principal tasks
required to insure that the Project gets underway in a timely and efficient 
manner (following Project Authorization) are described below,
 

1) Negotiate and amend grant agreements, A new specific support

grant agreement will be negotiated with one of the three principal

institutional beneficiaries the
of Project (OONFIEP). A grant agreement has
 
already been signed with 
ILD and a grant agreement will be negotiated with the
 
GOP in early FY87. Hence, the initial focus will be on CONFIEP, and through
it, the regional and sectoral associations. Recommended conditions and
 
covenants, are further described under "Negotiating Status" (page
 

2) Contract for Project Inputs, 
 Because CONFIEP presently lacks the
 
organizational capacity to administer 
fully the entire range of discrete
 
activities to be provided under the relatedProject, activities will be
grouped together where possible and CONFIEP will ccipetitively select, where 
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possible, institutional contractors to manage the detailed technical
 
assistance, training and commodity procurement actions. CONFIEP will contract
 
directly with some individuals, but institutional contractors will be used to
 
provide the largest portion of Project inputs. These contractors may be
 
Peruvian and/or US and/or from a 3rd. country. As discussed earlier, given

the sensitivity of the Project, a Peruvian/US consortium may be the preferable 
mechanism to introduce needed foreign technical assistance, training and
 
cmodities. It is expected that institutional contractors will be
 
responsible for the following areas,
 

* Providing short term assistance to CONFIEP in the areas of
 
organizational development, 
economic and investment analysis, and organization
 
of conferences and other Project related activities.
 

* Providing short term technical assistance or study teams to 
be in position to respond to requests for assistance from ONFIEP. 

Identification, organization and provision of suitable 
training. 

Computers and other- equipment needed by the formal private 
sector.
 

* In order for the institutional contracts to be finalized by
January 1987, it will. be necessary to issuz reqcrests fo r propusal .n 
mid-September. 

3) Establlish the Projec: Guidance and Coord4,nat.on onent: The 
Project Coordinator should begin to work in Lima in Januar.7 1987. The Deputy 
Project Coordinator, a Perivian, should be on board in ctober as he/she will 
be easier to identify and ccntract. First priority will be given t: 
establishing good working re2at.ons with CONFIEP, and the keyILD pucbli­
institution(s). Working with N.FIEP to develop and execute its Annual
 
Implementation Plan will be particularly important. The search for the U.S. 
and local export and investment experts will begin as soon as possible. While 
contracting these individuals is important to Project success, first attention 
will be given to the Project and Deputy Project Coordinator PSCs. Contracting

for the export and investment PSCs will take place in mid to late FY87. 

4) Initiate institutional development of CONFIEPt As indicated
 
above, defining the specific tasks required to strengthen CONFIEP must be
 
initiated almost immediately. It i3 recommended that the AID Project Officer 
and the Deputy Project Coordinator work on an Annual Implementation Plan with 
a select cowmittee of CONFIEP board members and the general manager. This 
plan will specify how the various elements of the grant agreement will be
 
implemented, with specific attention tot
 

Staffing
 

http:Coord4,nat.on
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Increased membership and member contributions
 

Financial self-sufficiency
 

Traininq
 

Organizational changes and development
 

Studies
 

Technical assistance and community requirement
 

Conferences, and workshops.
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Figure 4 

Orianization Structure 

AID 

o 	Project Officer
 

Project Guidance
 
and Coordination
 
o Project Coordinator
 

(USPSC)
 
o Deputy Project,
 
Coordinator (Peruvian PSC)
 

o 	 Investment and
 
Savings (US PSC)
 

o Deputy Investment and
 
Savings Export
 
(Peruvian PSC) 

ILD LhCOFI EP 	 GOP 

Sec toral Regional
 
Associations Associations
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Project Implementation Schedule
 

Project Years (PY)
 

I PY I I PY 2 I PY 3 1 PY 4 1 PY5 

A I A i I i I I I I i A I I I i A I 1 1 

I. Formal Private Sector 

A. CONFIEP
 
o Staffing -------------------------------------------------­

o Organization Process ----------------------------------------­
o Technical Assistance I-------------------------------------­
o Studies/Publications -------------------------------------------------­

o Conferences -------------------------------------------------­

o Distinguished 
Speakers ----------------------I
 

o cOP/COMFIKP meetings -----------------------------------------------------­

o Training I------------------------------------------------I
 

a. REGIONAL CHAMBERS
 
o Staffing ------------------------------------------------­

o Technical Assistance I 
o Studies/Publications i--------------------------------------------------­
o Seminars/leetlng i----------------------------------------------------


I. Public Sector
 
o Studies ­
o Staffing ­

o Technical Assistance - --------------------­

o Training -----------------------------------­
o Meetings/Conferences --------------------------------------­

o Presg/Publicity I-----------------------------------­

o Public Education I------------------------------------­



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

Figure 5 (cont'd)
 

Project Implementation Schedule
 

Project. Years
 

1 l9851 i PY I I PY 2 1 PY 3 PY 4 py 5 

III. ILD
 o staffing ---------------------------------­

o Technical Assistance -----

o Studies/Publications a---------------------­
o Meetingh/Conferences I-----------------------------------­
o Presu/Publicity i 

" Pros/Publiity-I-----------------------­
-
o Public Education 


IV. Project Coordination
 
o Project Coordinator
 a-------­o Deputy Coordinator ---------------------------------------------­0 DeutyCoorinaor 


U.S. Expert
o 
o 0 peuvin Exert-----------------------------------------Iperuvian Expert 

1985, for Lhe purposes of this
 
* Although the Informal sector component activities through ILD began In 

PP. this proceeds PY 1. 
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Flrst Year :npley.entaLlon Schedule 

Date Tuauk Responsibi lity 

1985 June 20 o Sign IL.D agrepnenL o AID/ILD 

1986 June 16 o Approve projq'ct paper o AID 

June - December o Negotiate grant agreiment.. o AID/CONFIEP/GOP 

July o Prepare CONFIEP Implrniontatlon plan o CONFIEP 

December o Select a Project Coordinator o AID 

August o Recruit additional CONFIEP staff o CONFIEP 

August - November o Monitor ILD progrcqs o AID 

September o Issue RFPs for technionl assistance o AID 

September o Initiate CONFIEI' rnor~anization o CONFIEP 

September o Recruit Doputl.y Conrdlfiator o AID 

October o Contract IiiLial otudlog o CONFIPP 

November o Recruit CONFIRP nconomicg/support o CONFIEP 

November o Define initial COVFIF." studies o CONFIEP/AID 

November o Initiate Reglonal C ';nnber activities o Chambers/AID 

1987 January o Project Coordinator in Lima o AID 

January o Sign contracts for r-iject Inputs o CONFIEP 

January o Initiate CON'IRP/GOP moetinge 0 CONFIRP/AID 

January o Organize dnt. 1nf suIhod npeakers series 0 COWFIEP 

February o Recruit staff - Rnl).onsil Chambers o Regional Chambers 

February o Define inItial public sect.or studles o GOP 

February o Recruit U.S. & Peruvian KxporLs o AID 
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VI. EVALUATION AND MONITORING PLANS
 

A. General
 

The paramount goal of the Project is to stimulate economic growth and 
a~loment through promoting private investment and savings in Peru. To this 
end, the Project seeks to create a policy and regulatory environment conducive 
to the expansion of domestic savings/capital mobilization and the attraction 
of foreign and domestic private investment. In turn, an improved policy
 
environment will result from greater private/public sector participation in 
policy design. Given the nature of the Project's overall goal, performance
 
could be evaluated by measuring macroeconomic variables such as: (a) increases 
in private investment; (b) increases in domestic savings; and (c) relative 
participation of the state in the GDP
 

Also, given the Project's purpose of changing the policy and 
regulatory environment to facilitate increased private sector production and 
employment, success could be measured by the following: a) number of laws 
eliminated, changed and/or introduced; b) quality of legislation and 
regulations as perceived by the private sector; and c) identifying which 
Project outputs lead to the earliest and/or most effective policy 
modifications. 

However, to evaluate a Project solely based on macroeconomic and
 
legislative figures would be unrealistic as it will not provide timely
 
detection of either Project problems or opportunities. Given the relatively 
large number of institutions involved, and the diversity and complexity of the
 
activities protrawned, Project monitoring and adjustmen. ,.i!. be an essential 
part of the mana&ement process and the direct respon-ibIlity of the Project 
Coordinator and his/her Deputy. Therefore, m interru-ce, monitoring and 
evaluation plan has been devised. Monitoring will bt. cont'nous and more 
intense than is common on most AID assisted projects. Additionally, 
evaluations of both the goal and purpose levels of the Project will be 
conduc ted.
 

The Coordination and Guidance Counterpart includes $195,000 for 
evaluation, financial review and formal audit costs. These activities will be 
directly contracted and mana&ed by USAID to insure objectivity. 

B. Monitorin&
 

As stated above, the Project Coordinatoo and Deputy will monitor 
continuously the progress of the Project towards the attainment of its 
purposes, outputs and inputs. Equally important will be the frequent testirg 
of the strategic assumptions that have been made in the design of the Project, 
and the detection of problems and opportunities that could retard the 
achievement of favorable results. Because this is a very complex and 
mbitious Project, management will need to be resourceful and adaptive. 

One of the early tasks of the Project Coordinatcr and his/her Deputy 
will need to be the design of a matrix to meusure progress in implementation 
and to determine the commitment of the various grant recipients. Some of the 
benchmarks that could be established will have to focus more on the me~hanisgs 
(means) than the ends. 

I)'4 



The monitoring parameters ou'lined below are illustrative. In each 
case, the Project Coordinator and Deputy will have to quantify benchmarks to
be attained for each period of the Project and negotiate these targets with
 
the various as of each Annual Plan.
organizations part Implementation

Quarterly progress reports will 
 be required of and prepared by the
 
participating institutions reviewed in
and meetings with the Project

Coordinator 
and AID Project Officer. Any changes to Annual Implementation 
Plans or benchmarks will be negotiated at that time. 

Below is a list of probable benchmarks which will be included in the
 
Annual Implementation Plans of participating organizations.
 

The Formal Private Sector
 

CONFIEP 
- Increases in membership - new associations joining 
- Increases in revenues from membership dues and other non-AID 

resources 
- New agreements to extend services outsile Lima 
- Progress towards restructuring to include "Board of Patrons" 
- Development of the internal organization
 
- Quality and quantity of economic studies
 
- Conferences organized and type and 
 number of attendees 
- Workshops, meetings and consultations by GOP officials 
- Effective financial management 

Other associations (sectoral and recional) 
- Increases in revenues 
- Development of the organization (staffing) 
- Deve!,.pment of new ser,-ices to the membership 
- Expansion of the membership 
- Participation and sponsorship of regional private sector, 

workshops, conferences and meetings towards the promotion of 
investment. 

The Informal Private Sector 

I L D 
- Publication and dissemination of book tentatively titled "the 

Emergence of the Informal Sector in Peru" 
- Publication of technical papers containing the results of studies 

in progress
 
- Increases in non-AID financial support 
- Progress towards the institutionalization and effective 

functioning of CODE 
- Progress towards the effective functioning of the Fiscalia de la 

Nacion 
- New agreements for research and analysis with national and 

regional associations of the formal private sector. 
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Conferences, workshops and meetings cosponsored with CONFIEP and 
other associations of the formal private sector.
 

The Public Sector
 

- Studies of critical economic issues affecting private savings and 
investment 

- Development of stronger and better coordinated focal points for 
the study of policy reform to promote private savings and 
investment. 

- Development of the staff for policy analysis 
- Participation and sponsorship of workshops, meetings and
 

conferences leading to policy reform to improve opportunities for 
private savings and investment.
 

- Participation in promotional activities to attract private 
investment to Peru 

- Formulation and enactment of policies removing obstacles to
 
savings and investment.
 

C. Evaluations
 

The participating institutions 
 and the Project Coordinator, in

conjunction with the AID Project 
 officer, will an
conduct interim

evaluation/financial review the
of Project in the second year, for which
 
$30,000 is available in the budget. 
 Short term Peruvjan contractors may be

included in the evaluation/financial review, as The
needed. interim

evaluation financial/review will look at progress 
to date and develop the

Annual implementation Plan for the subsequent 
 year. t65,000 has been
budgetted for an extensive formal audit which will take place during the third
 
year of the Project.
 

As repeatedly stated throughout this paper, the 
strategy proposed to
 
overcome the paucity of private investment in Peru, rests on the assumption

that greater participation by the private sector 
(in its broadest sense) in
the design of economic policy will result 
in a freer policy environment and
 one that will stimulate capital mobilization and investment. 
 Thus, the

ultimate measure of success will be found in 
increased savings and
investment. It is obvious 
however, that many other conditions will also

impact these variables. 
 Therefore, other parameters will also be measured and

evaluated. This final evaluation in mid 1990 will 
be conducted by an outside
 
study tea= and is expected to cost $100,000.
 

6 
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CONFIEP and Its Member Organizations 

More than forty business associations exist in Peru to express the 
.nterests of Peruvian entrepreneurs at the national level. The most recent ­
md most comprehensive - of these associations is the National Confederation 
if Private Enterprise Institutions (CONFIEP), established in October 1984 to 
Levelop a private sector consensus on economic issues of national importance 
md to articulate these positions vis-a-vis the government of Peru. COKFIEP, 
n turn, is comprised of fifteen sectoral organizations which represent the 
ajority of business activity in their respective sectors: AA - the Shippers
 
.9sociation; ADEX - the Exporters Association; ARTP - the Peruvian Radio and 
'elevision Association; CAMCO - the Lima Chamber of Commerce; CAPECO - the 
,eruvian Chamber of Construction; CONACO - the National Confederation of 
lerchants; SNI - the National Association of Industrialists; SONAMISPET - the 
rational Association of Mining and Petroleum; SNP - the National Fishery 
ssociation; ABP - Peruvian Banks Association; APESEG - Peruvian Association 
or Insurance Enterprises; AHORA - Hotels and Restaurants Association; CkNATUR 

National Chamber of Tourism; ONA - National Agrarian Organization; and 
ONFECAMARAS - National Conferation of Peruvian Chambers of Commerce and 
roduction. In addition, there are several regional chambers, the most
 
uportant of which are the Arequipa and Trujillo Chambers of Comerce.
 

COWFIEP was the latest and most advanced effort of the fragmented
 
eruvian private sector to overcom particularistic interests and to unite to 
efend private enterprise against a steadily encroaching state. Its
 
stablishment comes at a critical time: Peru is experiencing its worst
 
conomic crisis of modern times; the APRA. Government is apparently willing to
 
iscuss and possibly accept policy proposals formulated by the private sector;
 
nd there is a growing awareness among entrepreneurs that the private sector 
ust speak with one strong voice or face increasing state regulation and
 
ontrol. Conversely, some members of the pvivate sector fear the loss of
 
rivile&es and gover-nment largesse without compensating arrangements. Thus,
 
ONFIEP has the potential to become an important, effective institution which 
efends the private sector and represents its interests through dialogue with
 
he Government.
 

As a nascent institution, (one year ago) CONFIEP had a number of 
'eaknesses and faced a number of challenges. The weaknesses included: 

- Unrepresentativeness
 

CONFIEP was the creation of only 9 institutions, all of which are 
based in Lima and have only limited contact with businesses in the 
provinces. In the past year CONFIEP has successfully met the 
challenge of reaching beyond this Lima based group as is demonstrated 
by the inclusion of the private banking sector, the services 
industry, agriculture, the regional chambers, and dialogue with small 
businesses (informales) to eventually include them in CONFIEP. 

- A Cumbersome Decision-Making Structure 

All fifteen members of COVFIEP's board of directors have veto power 

/1
 
.1 



A-NEX I 
Page 2 cf 12
 

over organization policies, activities, and pronouncements. 

Moreover, the Presidency is to be rotated each year among the 

associations, with no president serving more than one year. COWFIEP 
is currently in the process of analyzing the effectiveness of this 

kind of decision making structure, in view of its expanded membership 

base and ambitious agenda for the future, and will consider making 
changes in its statutes if necessary to increase its effectiveness. 

Thus far, however, the veto power has not created a bottleneck in the 

decision making process. Board members, discuss controversial issues 

among themselves until they reach a consensus, rather than calling a 
vote which is subject to a veto.
 

i Lack of Resources
 

At present, CONFIEP's budget is about $100,000. Its personnel
 

consists of a general manager and a secretary. For the past year and
 

a half the association occupied free office space from CAPECO, whose 

president Mr. Julio Piccini was the first president of COVFIEP.
 

CONFIEP has imexinent plans to move into its own, spacious locale
 
within a month.
 

An Absence of Technical Expertise
 

COWFIEP has no independent technical expertise and must rely on its 

member institutions for economic studies and advice. To achieve
 

credibility, and achieve its objective as the spokesman of the
 

private sector, CONFIRP needs to develop a capacity to analyze
 

economic problems of national n.-.nificance and com.unicate t.hese 
findings to the Government, business community, the prest, and the 

public.
 

The challenge to CONFIEP was to expand from its modest beginnings to 

become Peru's premier defender and promoter of private sector interests. The 

opportunity exists; leadership is critical; a combination of national and 

international resources is essential. COWFIEP has grown from 9 to 15 

institutions, and more importantly, expanded its membership from Lima-based 

organizations to include most of the major regional associations. CONFIEP's 

challenge now is to solidify its membership base, become self-sufficient and 

institutionalize the capability to provide valuable services to its members
 

and the private sector in general, as well as to be technically capable of 

engaging the GOP in sound econcoric policy dialogue aimed at promoting 

investment, production, employment and non-traditional exports.
 

CON A CO
 

The private sector organization with the largest membership is CONACO,
 

which claims to represent 130,000 enterprises, has a budget of $200,000 and 

occupies a large building next to the National Congress in downtown Lima. 

CONACO, Which is largely a merchants' association, was formed in October 1945 

by a group of dissident members of the Lima Chamber of Commerce. COIACO 

represents medium and small businesses, and has four offices in the provinces 

to attend to member needs. 

CONACO is formally run by a President, an 18 member board of directors, 
the true power in theand an extensive consultative council system. However, 



Pace I c. !2
 

organization is Dr. Herles Buzzio, who has been general manager for 37 years
 
and is clearly in comand of the organization and its policies and programs.
 

To a such greater extent than other Peruvian business associations,
 
COMACO places great emphasis on the provision of services to its nbers. In
 
the case of CONACO, these services include: low cost medical insurance to
 
mbers and their families; legal services regarding tax, commercial, trade,
 
and labor regulations; a claims division for outstanding debts; credit
 
information on potential borrowers; and specialized publications relevant to
 
sm.all and medium size businesses. CORACO is financed primarily through
 
rlbership dues.
 

Although COIACO claims to represent the interests of its members 
vis-a-vis the government, this is clearly secondary to providing concrete 
services to its members. The association lacks an economdc studies department 
and publishes few technical studies. If CONACO plays a lobbying role, it is 
through informal channels of access and the public pronouncements of its 
colorful general manager. 

CAM C0
 

The Lima Chamber of Commerce, founded in 1888, has 1.900 members, 
including most of the largest comaercial firms in Peru. It has an annual 
operating budget of $140,000, 83 percent of which comes from membership dues, 
which are pro-rated based on a member's capital base. 

The Lima Chamber has a ccmplex but very wor kable administ.r3tive 
structure. The general assembly meets once a year to r-aview the association's 
activities and finances and to elect the board of directo:-G. There are eight 
categories of members (based on monthly dues) and each elects two members to 
the board for one year terms. In addition, the presidents of the chambers of 
eight sectoral comittees sit on the board, as do the past presidents from the 
previous four years, making a total of 28 members. The board of directors 
elects the association's officers, sets policy, and oversees its implementa­
tion by the executive committee. The executive comittee meets weekly to 
discuss issues of importance to CABCO's members and takes action to implement 
policies.
 

The Lima Chamber is administered by a general manager, who also serves as 
the association's legal counsel. He is supported by a staff of 52 people, 
including a manager of professional services, a manager of public relations, 
one economist, six lawyers, one customs adviser, and accountants and
 
secretaries.
 

CA.CO offers its members a wide variety of services and foremost among 
these are legal and regulatory advice on comerce, taxes, labor lais, and 
international trade matters, including tariffs, export credits, and custom 
regulations. In addition, it publishes a nationally circulated bulletin on 
supply and demand information, and weekly bulletins on legal and regulatory 
developments. The LLe chamber also offers saznars and conferences both 
specific to the interests of its menbers' business activities and on more 
general macroeconomic themes. Finally, the Lima Chamber is relatively active 
in pressing its demands before the government. CASCO consistently supports 
policies to reduce inflation, curb fiscal spending, and rationalize the labor 
stability law. The chamber also supports a government reorganization which 
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would centralize all activities relating to comerce in one ministry, but 
strongly opposes the creation of an Institute of Foreign Commerce, which would 
separate domestic and international comercial activity. 

S lI
 

The National Association of Industries, founded in 1896, has 
approximately 1,590 members and is one of the better organized and more 
powerful business organizations in Peru. Originally created by large estate 
holders investing surplus funds in industry, it now also represents small and 
m4dium-sized industrialists, who make up about 80 percent of the membership. 
The Association's goals are: to protect and advance members' sectoral 
interests; defend the private sector from state encroachment; and study 
macroeconomic issues through the Institute of Economic and Social Studies. 

The SNI is governed by a general assembly which meets once a year to 
review association activities, finances and policies, and to elect the 67
 
member board of directors, which is the organizations' &eneral policy-making 
body. A fourteen member executive committee meets 3 or 4 times a month to 
make decisions and enact meas-ires following the board's policy guidelines. A 
General Secretary oversees a staff of 54 professionals (economists, lawyers, 
accountants, public relations, etc.) and 20 assistants and secretaries. The
 
SMI's annual budget is approximately $187,000 of which 98 percent comes from 
member dues. A major feature of the SI! is its extensive network of sectoral 
committees based on the United Nations industrial classification sches°:, which 
enhances membership participation.
 

As with other business associations, SWF offerE F wide variety of 
services to members. These include legal services, custoins and taxes, labor 
relations, and international trade. SVI publishes a directory of
 
manufacturers, a bi-monthly bulletin, a monthly magazine, and various
 
pamphlets of special interest to members. The hssociation also supports the 
Institute of Economic and Social Studies which publishes studies of inflation,
 
monetary policy, integration, industrial development, etc., and communica'es
 
the results to government and business leaders. Finally, the SNI :,llds a
 
national congress to bring together leaders from business, government, and the
 
academic world to discuss policies affecting the industrial development of
 
Peru. 

CAPECO
 

The Peruvian Chamber of Construction was established in 1958 to defend 
and promote the development of the construction industry in Peru. CAPECO has 
about 663 members and claims to represent over 95 percent of the construction 
conpanies in Peru. The chamber operates on a budget of $143,000, 66 percent 
of which comes from member dues. 

CAPRCO is organized into five governing bodies (General Asseably, Board 
of.Delegates, Board of Directors, Executive Council, Arbitration and Ethics
 
Committee) and seven permanent committees based on different branches of the 
construction industry. The Board of Directors consists of twelve mbers
 
elected by the General Assembly and the seven presidents of the pereanent 
coum'ittees, and sets objectives and policy for CAPECO. A six-member executive 
coittee implements policies and oversees the administration of the
 

organization, but real power in CAPECO is concentrated in the President of the
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Aisociation.
 

The general manager of CAPECO is responsible for the work of & full-time 
staff of forty, including 9 professionals. The chamber has six departments 
which offer services to the members: technical and economic studies; legal 
advice on laws and regulations; publications; computer services; conferences 
and seminars. 

The Chamber lobbies on behalf of its members' interests, and serves on 
several councils and boards of government inst itut ions to represent 
construction interests. Yet CAPECO is in a relatively weak position vis-a-vis 
the government because its bers are heavily dependent on the goverrment for 
contracts and privileges.
 

S N AMI NP E T
 

The National Mining and Petroleum Association was founded in 1968 and 
consists of 103 members. Unlike other associations, SOIAMINPET is a mixture 
of state and private companies, with the government responsible for 2/3 of the 
manin sector and 1/3 of Petroleum. SONAMIEPET operates on a budget of 
$298,000, all of which is from member dues. Members pay dues according to the 
association's budget requirements and in accordance with each member's net 
profits.
 

SONAMINPET is guided by a 32 member board of directors (26 from mining, 3 
from petroleum, and 3 from related industries) elected yearly. The board
 
elects the association's officers, who serve as the executive comittee; this 
body meets weekly to implemwnt policy. 

SOlAMINPET is managed by a powerful general manager who presides over a 
staff of A professionals. The services the association provides are primarily 
technical and scientific, relating to studies, conferences, and seminars. 
Although SONA INPET representatives maintain a dialogue with key ministries, 
it is neither an effective lobby nor a defender of private sector interests in
 
general. This is because the state enterprises which are association members
 
are constrained from such activities, while the private sector members are 
affiliated with powerful, highly visible multinational mining and petroleum 
companies. 

AD El
 

The Exporters Association was founded in 1973 by a group of exporters 
dissatisfied with tke representation of their interests by SNI. Its formation 
was encouraged by the Velasco government, which bestowed special privileges on 
certain exporters in exchange for their support of other government policies 
prejudicial to industrial interests. ADEZ nov has 760 members and operates on 
a yearly budget of $257,000, only one-third of which comes from membership 
dues. The min goal of the Association is to promote the development of 
non-traditional Peruvian exports and to lobby the government for export 
incentives.
 

Like most Peruvian business association$, ADEX] is governed by a general 
assembly which meets twice yearly to establish policy guidelines. The &eneral 
assembly consists of thirteen sectors (based on economic activity or 
products), each of which names a representative to the board of directors. 
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The board selects the Association's officers; names the secretary general; and
 

policy and review the actions of the executive
mets monthly to determine 


council, which meets weekly.
 

The general secretary directs a staff of 39 people, including 3 lawyers 

and 6 export promotion specialists. ADU provides its meabers the usual 

business services: informationlegl advice, technical studies, and 

organ'ization of seminarr, and eetings. However, ADKX is unique mong business 

groups in that it has developed a School of Foreign Comrerce (founded in 1975) 

to train professionals in intornational comerce and exports. The school 

currently generates 35 percent of ADKI's opersting revenues. 

ADKI is very active in lobbying goverrment officials who decide Peruvian 
the CERTKItrade policies. The Association has been very active regarding 


program to assist non-traditional exports.
 

AA
 

The Peruvian Shippers Association - founded 	 in 1919 - represents 11 of 
member is state-owned). Itthe 18 shipping companies active in Peru (only one 

is primarily a service organization devoted to the development of the shipping 

industry and the promotion of its efficiency. A's annual budget of $84,000 
based on the amount of services a comes totally from member dues, which are 

member utilizes.
 

Association's small membership, its organizational structure is
Given the 
fairly sinplp. A six member executive council oversees the work of the 

general manager, sets association policy, and discusses issues of importance. 

to the well-being of Ak's members. 

The general manager is responsible for a small fulltime staff of 2
 

assistants and secretaries; professionals are hired on a contract basis. The
 

members by the AA are legal counseling, customs
main services offered to 


advice, a computerized cargo-tracking system, and a library of statistical and
 

technical information.
 

AA has been active in lobbying against government attempts to monopolize 

cargo shipments in state hands. In addition, the Association serves as a 
to assure industry compliance with shippingwatcbdog over the industry 

regulations and standards.
 

ART P
 

The Radio and Television Association of Peru is a small (160 members), 
of the press and
newly-formed (1983) organization devoted to freedom 


from state intervention. The
protection of television and radio stations 

President of the Association - Mr. Humberto Maldonado, owner of a small Lima 

radio station - conducts the group's activities from his office. RTP's 

of about $8,000 is largely consumed by A $3,500 payment to anannual budget 

international association and $2,400 to COii1P.
 

offer services to itsDue to financial limitations, the AKMP is unable to 

If resources were to become available, the ART? would like to:members. 
technical training; publish a bi-sonthly
provide its members accss to 


industry; and lobby the government for a
bulletin on the broadcasting 
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reduction in electricity rates for radio and television, exoneration of
 

tariffs for broadcasting equipment, and freedom from state control.
 

SIp
 

The Association of the National Fishing Industry, established in 1952, is 
a vigorous lobby for the private sector fishing industry. SEP currently has 
about 120 members, and operates on a budget of approximately $744,000. The 
LAsociation's revenues come from member dues (60 percent) and the comissionS 
they pay to CODICO, a marketing operation for fishmeal and fish oil 
administered by SEP.
 

SEP is governed by a general assembly, divided according to economic 
activity (i.e., canners, freezers, shippers and others). Positions on the 15 
member board of directors are distributed as follows: canners--9; freezers-2; 
shippers and others-4. An executive committee meets weekly to implement boarA 
policy. 

The general manager of SHP administers a highly professional staff of 27 
people. The Association provides marketing information, publishes scientific 
and technical studies, and distributes a monthly magazine. 

SVP is an active and effective representative of the private fishing 
industry, which accounts for about 70 percent of the total. The Association 
utilizes the media well, and was very successful in its national campaign to 
promote the domestic consumption of sardines as an inexpensive and high 
protein alternative to meat and poultry. In addition, SM. maintains close 
contact with government officials who regulate the industry, and lobbies for 
tax, customs, and export incentive policies which benefit its members. 

krequipa Chamber of Commerce and Industry
 

The Arequipa CTamber is the second oldest in Peru (founded in 1877) and 
one of the nation's most. effective and representative. It has about ?DO 
members, and is virtually the only business association in the Arequipa 
province. The Chamber's annual budget is approximately $100,000, 60 percent 
of which comes from member dues, 20 percent from interest on capital 
investments, and 20 percent from services and publications. The Chamber 
provideq the same basic services offered by other business associations 
(leal, information, telex, publications) but does not have a department of 
studies, an investment promotion specialist, or a data bank on the southern 
region.
 

The Chamber is governed by a member Board of Directors, assisted by an 
executive committee which meets regularly to make decisions and implement 
policies. The Chamber also features an extansive committee system to respond 
to the sectoral needs of its diverse membership. 

Administration of the Chamber is carried out by a general manager 
(SLanley Simon, who is highly respected) z-md 2 deputy managers who oversee the 
work of 14 secretaries and assistants. The Chamber owns its own headquarters 
- a house with sufficient space to accommodate seminars and classes. The 
Chamber has an agreement with FOPEX to promote rnon-traditional exports, has 
agreed to conduct a joint study with ILD of the informal sector of Arequipa, 
and Is exploring an agreement with IPAR to provide professional training for 
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its members.
 

The Chamber lobbies the government of Peru, but is somewhat constrained 
by the concentration of power in Lima. The association wants to form a
 
t.chnical studies department to focus on decentralization, regional
 
development, and investment promotion.
 

The Trujillo Chamber of Cormmerce, Industry, and Tourism
 

The Trujillo Chamber, established in 1902, focuses on small and medium
 
businesses. Due to the economic recession and the lack of governmental
 
resources directed to the La Libertad province in recent years (an Aprista
 
stronghold) the chamber's membership has fallen from a high of 900 members to
 
550. The chamber's operating budget is about $14,000.
 

T;he Chamber is run by a general manager supported by four assistants,
 
operating out of their own headquarters. The limited budget results in
 
minimal services, including a bi-monthly newsletter, a magazine which is
 
published when advertising revenues cover the printing costs, and legal
 
counseling. The Zovernment's export promotion office, FOPEX, also operates an
 
office in conjunction with the Chamber.
 

Below are bcief descriptive summaries of the six associations which have
 
joined COMIFIEP after the first year.
 

ABP
 

The Peruvian Baning Association 14s founded in 1967 to represent and
 
defend the le&itimate interests of its mwb-ru in tho ¢o e-erciai baniting 
sector vis a vis the government and foreign ban'&1Jn. in:'erests. It is 
comprised of 16 banking entities includin-" both Peruvian bari.A and Per ivian 
branches/offices of interTnational banks. 

The Board of Representatives, the highest authority within ABP, is made
 
up by the presidents or directors of the banks, and in the case of foreign
 
branches/offices, the highest representative in Peru. The Board names a six
 
member Executive Committee, presided by the president of the board, which is
 
in charge of overseeing A.BP's administration. The actual administration is
 
undertaken by the CoLittee of General Managers of each bank, which is headed
 
by the general manager of the bank whose president is the president of the
 
board.
 

The Committee of General Managers work with an 8 member staff and is
 
aided in the implementation of ABP's activities by specialized technical
 
committees and ad hoc committees which respond to specific issues/agenda items.
 

ABP's most important services include the publishing of technical reports 
and news publications, consulting services and other information provision. 

APIS HG 

The Peruvian Association of Insurance Companies had its beginnings in 
1904 and currently represents the 21 insurance companies in Peru. APESEG is 
divided into three organizational areas: 1) the governing bodies which are the 
board of Directors and the Executive Committee; these make APIKSG policy and 
guide the direction of its activities; 2) the technical comamittees which 
reflect the various branches of the insurance industry; these are comprised by 
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representatives from the relevant technical offices of the member
 
associations, and respond to specific industry issues, queries, concerns,
 
etc., in uddition to articulating conditions for insurance coverage and tariff 
processes; and 3) APESEG's internal staff of 25 which is divided into general, 
administrative and technical management branches. 

AHORA 

The Hotel and Restaurant Association was founded in 1943 to represent
 
hotel, restaurant and related enterprises vis a vis the relevant authorities, 
and to provide its members with sectoral consulting services.
 

AHORA is comprised of 14 regional associations which represent a total of 
500 enterprises. 

The General Assembly is AHORA's highest authority which elects the 
members of the board of directors and the Hotel and Restaurant Committees. A 
general manager works with a staff of 10 to administer the Association's 

activities. AHORA's services include sectoral support, advices, information 
provision, etc., on legal, tax, labor and other relevant matters to its 
members. 

CANATUR
 

The National Chamber of Tourism was founded in 1971 to represent all
 
people and organizations involved in tourism in Peru, and has been recognized
 

by the GOP as the official representative of the tourism industry in Peru.
 

CANATUrR's major objectives are to contribute to the econotaic and social 
development of Peru, and to promote tourism in Peru. 

CANATUR is comprised of 12 tourism associations through the country, as 
well as individual tourism firms. All are members of the General Assembly 
which elects the Bcard of Directors and the Executive Committee, both of which 
are led by the President of CANATUR. 

A general manager directs a staff of 8 which administer CANATUR's
 
activities and services. The latter include consulting, publishing of
 

sectoral information, maintaining a library and promoting infra-industry
 

communication.
 

CONFECAMARAS
 

The National Confederation of Peruvian Chambers of Commerce and
 

Production was founded in 1970. CONFECAKARA.S joins 5 regional federations
 

which in turn represent 80 Chambers of Comrce, Industry and Production
 

throughout Peru. Its objective is the defense of regional commercial and 
industrial int rests via a via the GOP and the achievement of political,
 
business and administrative decentralization.
 

The General Assembly and the Board of Directors are both comprised of the 
Presidents of the member federations, both of which set policy directives; the
 
administration of CONFECAMARAS' activities is directed by its general
 

manager. Its services include lobbying for the interests of its regional
 

members, along with the provision of legal and business information tailored 



to regional needs.
 

0 A 

The National Agrarian Organization was 

interest of agrl-businessmen and to promote 

development. DNA represents 235 sectoral 
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founded in 1980 to defend the
 
agricultural and agri-business
 

organizations which represent
 
400,000 agri-business and livestock enterprises.
 

The General Assembly, the highest authority, is comprised of the
 
presidents of the National Committees of Production and the presidents of
 
OQA's regional members. The Board of Directors and the Executive Committee
 
are responsible for setting policy and overseeing OIA's maragement, which is
 
actually carried out by a managerial and technical staff of 40 people.
 

ONA's technical staff provide such services as marketing of members 
products and providing equipment, technical information, and financial 
consulting. 
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PRIVATE SECTOR POLICY PLANNING AND INSTITUTIONAL
SUBJECT: 

DEVELOPMENT PID (527-0298)
 

8,1. TEE DAEC REVIEWED AND APPROVED SUBJECT PID ON APRIL 

1985. MISSION IS AUTHORIZED TO NEGOTIATE AND SIGN OPG
 

AGREEMENT WITH INSTITUTE FOR LIBERTY AND IEMOCRACY (ILD)
 
PRIOR TO PP DEVELOPMENT. GUIDANCE TO ASSIST USAID IN
 

PREPARATION OF TEE PP FOR OTHER ACTIVITIES DESCRIBED IN
 
PID FOLLOWS.
 

2. SCOPE OF ACTIVITIES. 	 THE LIST OF POLICY CONCERNS THAT
 

COULD BE ADDRESSED BY TEE PROJECT IS EXEAUSTIVE. IT WAS
 
SUGGESTED TEAT TEE PROJECT YOCUS ON THOSE POLICIES VHICH
 

MOST DIRECTLY YACILITATE TEE INCREASED EXPORTS AND
 
INVESTMENT CBJECTIVES STATED IN THE PID. IT WAS
 
RECOGNIZED TEAT AGREE :INT 	ON A POLICY AGENDA WOULD EAVE TO
 

WHICH ISAWAIT TEE INSTAlLATION OF 	 A NEW GOVERNMINT, 
AS INDICATED IN THE
EXPECTEI'.TO TA-E OFFICE IN LATE JULY. 


PID, TEE PP WILL INCLUDE CRITERIA FOR SELECTING RESEARCH
 

TOPICS. TWO SUCH CRITERIA WILL BE: 1) WHAT CAN BE
 

REASONABLY ACCOMPLISHED; AND 2) POSITIVE ECONOMIC AND
 
BASED ON THESE CRITERIA, MISSION
EMPLOYMENT IMPACT. 


REPRESENTATIVES PROPOSED TEE FOLLOWING PRIORITY AREAS:
 

DEREGULATION, CAPITAL MARKETS DEVELOPMENT, LABOR POLICY,
 

AND INCENTIVES FOR DOMESTIC AND FOREIGN INVESTMENT. WE
 

CONCUR WITH ACCORDING HIGH PRIORITY TO THESE AREAS.
 

2. PROJECT DESIGN.
 

THE PROJECT IS DESIGNED TO
A. 	PRIVATE SECTOR ATTITUDES. 

CAPABILITY OF THE PRIVATE SECTOR
STRENGTHEN THE ANALYTICL 


AND THE GOP TO ANALYZE LEY POLICY CONSTRAINTS TO PRIVATE
 

SECTOR GROWTH, AND TO PROMOTE A PRIVATE SECTOR-GOP POLICY
 

DIALOGUE WHICH WILL LEAD TO ADOPTION OF POLICIES WHICH
 
BETTER STIMULATE GROWTH AND EMPLOYMENT. THE PROJECT WILL
 

SUPPORT A PRIVATE SECTOR LOBBYING AND EDUCATION CAMPAIGN
 
TO FOSTER MORE POSITIVE ATTITUDES TOWARD THE PRIVATE
 
SECTOR IN TBI GOP AND PERUVIAN SOCIETY IN GENTRAL.
 
EOWEVER, SUCCESS IN ACHIEVING RESULTS WILL ALSO DEPEND ON
 

c jX
 THE PRIVATE SECTOR CEANGING ITS ATTITUDES, ESPECIALLI IN 
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MIMBERS. ACCORDINGLY, IT IS SUGGESTED TEAT THE PP CONTAIN
 

A PLAN FOR THE PROGRESSIVE DEVELOPMENT OF CONFIRP STAFF,
 

FINANCING, AND EDUCATION PROGRAM CAPABILITY. THE FUNDS
 
TECHNICAL ASSISTANCE TO CONSTITUENT ORGANIZATIONS
FOR 

PROPOSED IN THE PID SHOULD BE TEE MINIMUM NIEDED TO ENSURE
 
CONTINUING CONSTITUENT COMMITMENT TO CONFIEP. THE MAXIMUM
 
AMOUNT TEAT WILL BE USED FOR SUCH PURPOSES SHOULD BE
 
SPECIFIED IN TEE PP. IT IS ALSO SUGGESTED THAT CONFIEP
 
CONSIDER TAING ADVANTAGE OF ILD'S EXPERIENCE IN POLICY
 
ANALYSIS AND EDUCATION BY HIGH LEVEL INVOLTEMENT IN
 
CONFIlEP, SUCH AS A SEAT ON CONFIEP'S BOARD.
 

C. GOP POLICY COORDINATION. MOST POLICY ISSUES WILL CUT 
ACROSS THE LINES OF RESPONSIILITY WITHIN TEE GOP. THIS 
MAY REQUIRE INVOLVEMENT OF SEVERAL KEY POLICY MAKING 
ENTITIFS, E.G. MINISTRY OF ECONOMY AND FINANCE, CENTRAL 
RESERVE SANK, MINISTRY OF INDUSTRY, ON KEY ISSUES. TO
 
ENSURE TEAT THE RESULTS OF STUDIES COMMISSIONED BY ONE
 
ENTITY ARE NOT REJECTED BY ANOTHER, IT WAS SUGGESTED THAT
 

POLICY
TEE GOP CONSIDER fORMING A SINGLE, HIGH lEVEL GOP 
ANALYSIS GROUP TO PROVIDE ASSISTANCE IN POLICY ANALYSIS TO
 
ALL GOP AGENCIES LIKIELY TO BE INVOLVED IN THE PROJECT.
 
ALTERNATIVELY, A COORDINATING MECHANISM TO ENSURE TEAT
 
ISSUES ARE FULLY VETTED BY THE RELEVANT AGENCIES WOULD
 

SET TO BE NEEDED.
 

3. IMPLEIENTATION ARRANGEMENTS.
 

THE GOP.A. COORrINATION OF CONFIEP, ILD, AND SEPARATE 
WITH ILDt TELGRANT AGFEEENTS WILL BE SIGNED CONFIEP, AND 

THIS COULD LEAD TO INCONSISTENCY OR MISUNIERSTANDINS
GOP. 

OlJECTIVES AND TEE EXPECTED RELATIONSBIPREGARDING PROJECT 

BETWEEN TEE ?ERE IhSiTUTIONS. TEE MISSION SEOUID 
DEVELOP A STRFATIEY A',D IMPIUE{,NTING MECHANISMS FOR 

ENSURING YUlL AND, COYIETE UNDERSTANEING OF THE PROJECT BY 
THE THREE GRCUPS, TEIR EXPCTED INTERPFLATIONSHIPS IN 
PROJECT IMPLEMINTATION, AND THE MISSION'S ROLE IN 
PROMOTING THE POLICY DIALOGUE PROCESS.
 

B. MISSION CONTROL OF ACTIVITIES FINANCED. TEE MISSION 

SHOULD BUILD IN TO THE IMPLEIMENTING ARRANGEMENTS A SYSTEM 
FOR CONTROLLING FUNDS USE TO ENSURE TEAT THE POLICY 

ANALYSES CARRIED OUT ARE HIGB PRIORITY AND APPROPRIATE FOR
 

A.I.D. FUNDING.
 

TEE FUNDS PLANNED FOR
C. PROJICT MANAGEMENT AND SUPPORT. 


PROJECT MANAGEMENT AND SUPPORT SHOULD ONLY FINANCE
 

CONTRACTORS WHOSE SERVICES ARE NEEDED TO MANAGE AND
 

SUPPORT THIS PROJECT.
 

4. OTHER CONCERNS AND CLARIFICATIONS: DURING THE REVIEW 
PROCESS, MISSION REPRESINTIVES ALSO AGREED TO TEE FOLLOWING: 

A. PROJECT EVALUATION: GIVEN TEE EXPERIMENTAL AND
 
SENSITIVE NATURE OF PROJECTS DESIGN-ED TO PROMOTE POLICY 
RIFORM AND TEE MIXED RECORD OF THESE TYPES OF PROJECTS IN 
TEI BUREAU. TEE PP SEOULD INCORPORATE AN INTENSIVE 
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RELATION TO INDUSTRIAL PROTICTION, COMPETITION,
 
DEREGULA71ON, AND SOCIAL RESPONSIBILITI OF THE PRIVATE
 
SECTOR. THE RIVIEW CONCLUDED THAT A SIGNIFICANT IFlORT
 
SHOULD 2E MADE THROUGH THE PROJECT TO ENSURE A TWO WAY 
'EDUCATION PROCESS. SIGNIFICANT ACTIVITIIS SHOULD BE 
INCLUDED AIMED AT EDUCATING PERUVIAN ENTREPRENEURS TO BE 
'MODERN, COMPETITIVE, SOCIALLY RESPONSIBLE PARTNERS IN 
"PERU'S DEVELOPMENT. 

I. CONFIEP ROLE. RESPONSIEILITY FOR EDUCATING TEE
 
PRIVATE SECTOR WOULD REST WITH CONFIEP. WHILE CONJIEP'S
 
ABILITY TO ORGANIZE ITS CONSTITUENTS TO LOBBY TEE 40P WAS
 
NOT DOUBTED, IT IS UNIIKELY THAT IT COULD CARRY OUT AN
 
EFFECTIVE EDUCATION CAMPAIGN FOR THE PRIVATE SECTOR WITH
 
TEE MINIMAL STAFF AND LIMITED ROLE ENVISIONED IN TEE PID.
 

IT WAS AGREED TEAT THE POLICY STUDIES AND ANALYSES (BOTH
 
THOSE CONTRACTED BY THE PRIVATE SECTOR AND THOSE REQUESTED
 
JT TEE GOP) SHOULD BE CARRIED OUT MAINLY BY INDEPINDENT 
THINK TANK" ORGANIZATIONS (SUCH AS SELECTED PERUVIAN 
UNIVERSITIES). THgSE ORGANIZATIONS WOUID BE ABLE TO PUT 
IROADER IEVELOPMENT CO.NCERNS ABOVE MORE PAROCHIAL 
INTERESTS. HOPEFULLY TEIS WILL INCREASE THE ACCEPTABILITY 
OF THE RESULTS TO All PARTIES. BY IN EFFECT PLAYING A 
BROKERING ROLE BFTWEEN TEE PRIVATE SECTOR AND THE GOP, TEE 
THINK TANTS WOULD SET THE AGENDA FOR THE TWO WAY EDUCATION 
CAMPAIGN AND KEEP CONFIEP ANALYTICAL STAFF REQUIREMENTS TO 
A MINIMUhl.
 

EOWEVER, IT MUST E EXPECTED THAT MANY OF THE PROPOSED
 
CEANGES WILL NOT B ?.ADILY ACCEPTED BY ONE OR MOiE OF 
CONFIEP'S CONSTITUENT GROUPS. FOR EXAMPLE, THE COMMERCIAL
 

SECTOR CAN BE E1PECTED TO FAVOR LOW IMPORT TARIFFS ON 
FINISHED GOODS AND TE INDUSTRIAL SECTOR CAN BE iFIFCTED 
TO FAVOR HIGH TARIFFS. CONFIEP WILL NEED TO PLAY A 
BROKERING ROLE WITBIN THE PRIVATE SECTOR, AND ATTEPT TO 
FORGE UNIFIED POSITIONS ON TEE ISSUES AMONG ITS 
CONSTITUENTS. IT IS EARD TO SEE HOW THE CONSTITUENT 
ORGANIZATIONS WILL NOT SIMPLY UNDERCUT EACH OTER WITH TEE 
GOP IF THEY ARE NOT FIRST CONVINCED TO SUPPORT A UNIFIED 
POSITION ON TEE ISSUES. ACHIEVING THIS CONCENSUS WILL 
REQUIRE A MAJOR EDUCATIONAL CAMPAIGN BY CONFIEP, WHICH 
WILL BE A MAJOR TASK FOR A WELL ORGANIZED AND DEDICATED 
PROFESSIONAL STAFF. 

THE PROJECT DESIGN SEOULD INCLUDE ARRANGEMENTS FON
 
DEVELOPMENT OF A STRONG STAFF CAPABLE OF EDUCATING THE
 
PRIVATE SECTOR AND EXERCISING LEADERSHIP WITHIN IT. IT IS
 
RECOGNIZED TEAT CONFIEP COULD NOT BE EXPECTED TO PLAY THIS
 
ROLE AT TEE OUTSET. PLATING TOO AGGRESSIVE A ROLE COULD
 
COST CONFIEP SUPPORT FROM KEY CONSTITUENTS AMONG ITS
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.VALUATION PROGEAM TO FACILITATE REGULAR ADJUSTMENTS TO
 
TEX PROJECT BASED ON IMPLLMINTATION PROGRESS. SUCH AN
 
EVALUATION EFFORT IS ALSO CONSIDERED IMPORTANT IN LIGET OF
 
THE 7ACT THAT CONFINP, ONE OF THE IMPLEMENTING
 
$-EGANIZATIONS, HAS ONLY RECENTLY BEEN ESTABLISHED AND
 
THIRE1ORE HAS NO TRACK RECORD.
 

B. RISPONSIVENESS TO GRAY AMENDMENT: THE USE OF SMALL
 
BUSINESSES AND MINORITY OWNED FIRMS IN PROJECT LEVILOPMENT
 
AND IMPLDENTATION WILL BE MAIIMIZED.
 

5. DETAILED FIRST YEAR IMPLEMENTATION PLAN. MISSION IS 
ADVISED THAT LAC/DR WILL NOW BE REVIEWING TEE 
IMPLIENTATION PROGRESS OF NEWLY AUTHORIZED PROJFCTS AS 
PART OF TEE SEMI-ANNUAL. PIPELINE REVIEW. TO PLRMIT 
INFOR1ED DISCUSSICN, PLEASE INCLUDE DETAILED FIRST TIAR 
IMPLEMENTATION PLAN IN PP, AND INCLUDE DISCUSSION OF 
ACBIVVEMNT OF EACH PLANNED ACTIVITY IN SEMI-ANNUAL 
PROJECT STATUS REPORTS. 
6. PROJECT APPROVAL AUTEORITY: TEE MISSION'S REQUEST
 
THAT TEE MISSION DIRECTOR BE DEIEGATED AUTEORITY TO
 
APPROVE THE PROJECT WAS APPROVED. DAM
 
BT
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ANNEX III
 

RESPONSE TO PID GUIDANCE CABLE 

The principal issues raised in the Guidance Cable, and the response that
 
has been integrated into the Project paper, are summarized below,
 

1. 	Issue, CONFIEP should seek to take advantage of ILD's experience in
 
policy analysis and education.
 

Responses It is anticipated that ILD will provide valuable
 
assistance to CONFIEP in its efforts to demonstrate to the public at
 
large that the private sector is much broader than the privileged 
elite associated with traditional perceptions. Furthermore,
 
provisions have been made in the Project for the coordination and 
guidance function to insure linkages between CONFIEP and ILD. Any 
formal linkage (such as an ILD seat on the CONFIEP Board) appears to 
be premature at this time. 

2. 	Issue, A single unit in the GOP for policy analysis and coordination
 
should be considered.
 

Responses Although it appears that the BCR will play a key role in 
policy analysis, the Project is designed to identify arn develop the
 
policy analysis and coordination capabilities of the GOP entity(ies)
 
most appropriate for assuming the lead in the policy formulation and
 
implementat ion I-acess.
 

3. 	Issues Separate grant agreements with CONF.EP, ILD and GOP could
 
lead to misunlerstanding if not adequately coordinated.
 

Response, Strong emphasis has been attached to the Project Guidance
 
and Coordination function in order to adequately coordinate the
 
different "actors" and insure that they work towards common
 
objectives. This function will also ensure that the policy analyses
 
carried out are of high priority and appropriate for AID funding. 
Furthermore, regular monitoring and evaluation of the Project will 
allow for regular adjustments. This is particularly important given 
the limited experience of the new Government, CONFIEP and ILD and of 
the lack of traditional inter-relationships among the three. 

4. 	Issue, Consideration should be given to having think tanks and 
universities, and noL. CONFIEP, undertake the policy studies. 

Response# The principal policy studies will be contracted out by
 
ONFIEP to member associations and outside consultants, universities
 
and think tanks. The role of (X)NFIEP's economic staff will be to
 
identify key issues, define the scopes of work, supervise studies and
 
coordinate the dissemination of results. Studies carried out
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in-house will be limited to the preparation of position papers and 
relatively simple policy analysis. 
 A list of organizations that
 
might be contracted to undertake policy studies is presented in Annex
 
IX. It should be noted, however, that given the emphasis on
 
institutional development, the resources 
available for subcontracting
 
of studies is somewhat limited.
 

5. 	Issues An adequate system should be provided for 
insuring that only
 
high priority studies are financed.
 

Resporse, While the PID contemplated the financing of studies 
on a
 
wide range of policy issues, the Project design has been more
 
narrowly 
focused on the issue of savings and investment. This has
 
been deemed to be the most critical issue, on the basis of the

analysis of the Peruvian economic situation. In addition, it is an
 
issue that would most contribute to a cohesive and non-fragmented
 
policy dialogue.
 

Since CONFIEP and the other institutions involved in the Project may

not have the necessary experience to focus on the most important
 
aspects of the savings and investment question, the investment
 
promotion specialists funded under the Project Coordinator component

will be responsible for providing the necessary guidance.
 

6. 	Issue, Because of the experiment&l nature of this Proect, special
 
emphasis should be placed on evaluation.
 

Response: The 
Project desig, pla:es heavy emphasis on the role of
 
the Project Coordination 
function in providing an ongoing monitoring
 
and evaluation capability. On the 1asis of periodic plans, progress

reports and performance 
reviews, the Project .oord-.ator will be 
asked to assess results and recommend appropriate adsustments in 
Project design and implementation. The ability to make these 
adjustments will critical thebe to success of the Project. In
 
addition to periodic evaluations, provisions have been made for
 
interim and final evaluations, and a 
formal audit by outside
 
contractors.
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-- ~- - AGENCY FOR INTERNATIONAL DEVELOPMENT 
UNITED STATES AID M1ISSION 70 FERLI 

C!O AMERICAN EMBASSY 

LMA, I PERU 
,LLLr,$C1NE. 	 2L20O CkBLE. WSAID'LIMA 

June 20, 1985
 

Hr. Hernando De Soto
 
President
 
Instituto Libertad y Democracia
 
Osa Mayor 157
 
Urb. Los Granados
 
Monterrico
 

Subject: 	 ILD - Institutional and Research Support
 
Project No. 527-0298
 
Grant No. 527-0298-C-00-5123-00
 

Dear Mr. De Soto:
 

Pursuant to the authority contained In the Foreign Assistance Act of
 
1961, as amended, the Agency for International Development (hereinafter
 
referred to as "AID" or "Grantor") hereby grants to the Instftuto
 
Libertad y Democracia (herer.after referred to as "ILD" or "Grdntee"),.
 

* the sum of t500,000 to provide support for a multldisciplinary study of
 
Peru's urban Informal sector and Its Implications for private enterprise
 
developUEnt as described in Attachment 1, the Schedule of the Grant and
 
Attachment 2, entitled "Program Description." The sum indicated above is
 
the first increment of AID funding expected to total $1,200,000;
 
subsequent increments are subject to the availability of funds for this
 
purpose.
 

This Grant is effective and obligation Is made as of the date of this
 
letter and shall apply to commitments made by the Grantee In furtherance
 
of program objectives during the period beginning April 1, 1985 and
 
ending December 31, 1985.
 

This Grant is made to ILD on the condition that the funds will be
 
administered in accordance with the terms and conditions as set forth in
 
Attachment 1, the Schedule, Attachment 2, entitled "Program Description,"
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2.

Mr. Hernando De Soto 


3 and 4, entitled "Mandatory Standard Frovisions" and

and Attachments 


been agreed to by your

"Optional Standard Provisions," which have 


organization.
 

letter to acknowledge your

Please sign all six (6) copies of this 


under which these funds have been granted,
acceptance of the conditicns 


return five (5) copies to USAID/Peru.
and 


Sincerely yours,
 

/1 ohn A. Sanbrailo
 
tor(irec 

Attachments:
 

1. Schedule
 
2. Program Description
 

3. Mandatory Standard Provisions
 

4. Optional Standard Provisions
 

Acknowledged:
 

INSTITUTO LIBERTAD Y DE'.,CRACIA 

By: / 

Hernando De Soto
 

Title: President
 

Date: 3une 20, 1965 

Fiscal Data:
 

: 72-1151021
Appropriation 

3
 

: LDAA-85-25527-DG1
Budget Plan Code 


Project Number : 527-0298
 

Total Estimated Amount: J1,200,000
 

Total Obligated Amount: $500,000
 

Funding Source : USAID/Peru
 



Page 1 of 2
 

Lima, 16 de Junio de 1986
 
:ONFIEP-127/86
 

Seor
 
JOHN SANBRAILO
 
DIRECTOR DE A.I.O.
 
LIMA, PERU
 

De nuestra mayor consideraci6n:
 

La presente tiene por objeto formalizar
 
por escrito nuestra solicitud de apoyo financiero tratada con usted
 en 
forma verbal en varias ocasiones, entregando, esta vez, nuestro
Proyecto CONFIEP-AID que contiene Plan de
un Acc16n a cuatro (4)
aaos para el fortalecimiento y desarrollo de la Confederaci6n Nacio­
nal de Instituciones Empresariales Privadas.
 

CONFIEP, como es de su conocimiento, es
una 
instituci6n de copula empresarial, que a la fecha estA integra­
da 
por quince (15) entidades gremiales empresariales que en conjun­
to representan m&s del 80% de actividad
la empresarial privada

de nuestro pafs.
 

La instituci6n tiene como principios: (a)
Propiciar el 
logro de objetivos nacionales de desarrollo y crecimien
to con evoluci6n social, 
 al servicio de los intereses nacionales,

el mejoramiento de la sociedad peruana y el logro 
de la libertad
y de la superaci6n de la 
persona humana. (b)Afirmar un sistema

de empresa privada, fundamentado en la libertad personal, 
la inicia­tiva particular, 1a retribuci6n al esfuerzo, la propiedad privaday la adecuada rentabilidad de la inversi6n que se enmarcan en laeconomla social de mercado y en el libre juego de la oferta y la 
demanda.
 

El Proyecto Involucra una serle de accio­nes que conducirAn al fortalecimiento de la instituci6n reciente­mente creada, asi como para asegurar su m~s r~pido desarrollo con

el prop6sito de consolidar la acci6n de una entidad seria, t~cnica,

con gran capacidad de convocatoria y de atenc16n en el Ambito guber­namental coadyuvando 
en sus esfuerzos por el desarrollo del pats.
Asi, es de particular preocupaci6n la institucionalizaci6n 
del

dihlogo con 
los diversos estamentos del Goblerno, especialmente
sobre anhlisis econ6micos que permitan establecer sistemas y regu­laciones que propicien fundamentalmente el incremento de las expor­taciones, las inversiones y el ahorro interno.
 

CONFEDERACION NACIONAL DE INSTITUCIONES ENPRESARIALES PRIVADAS PmodelaRepbi 7. o14 Ltima13Telf. 32637.
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Deseamos enfatizar que el prop6sito fun­
damental del proyecto CONFIEP-AID, propuesto por la presente, es
 
el de fomentar la expansi6n del ahorro, producci6n, inversi6n,
 
exportaciones y empleo en/por el sector privado del PerO. Este
 
proyecto tambien tiene la intenci6n de ayudar a mejorar la unidad
 
del sector privado Peruano en una organlzaci6n fuerte. CONFIEP
 
reconoce la muy primordial prioridad de mejorar la integraci6n
 
de los sectores privados formal e informal, ast como estrechar
 
mejor las relaciones entre las asociaciones privadas de Lima y
 
las de provincies.
 

El presupuesto del proyecto estA estructu­
rado de tal manera, que el apoyo financiero de AID tiene una pro­
yecci6n decreciente, mientras la contrapartida se presenta en forma
 
creciente, logrAndose al finalizar el cuarto a~o el autofinancia­
miento de CONFIEP.
 

El Directorio de CONFIEP, tiene la convic­
ci6n y se compromete a hacer los mayores esfuerzos para incrementar
 
paulatinamente los ingresos institucionales por concepto de cuotas
 
y donaciones a6n cuando ya el Proyecto contempla moderados incre­
mentos en estos rubros en d61ares, lo que en moneda nacional son
 
substanciales debido al proceso inflacionario y la consecuente
 
devaluaci6n.
 

CONFIEP desea dejar expresa constancia
 
del cumplimiento puntual de las contrapartidas setaladas, y a6n
 
mis, de alcanzar antes del plazo indicado lo propuesto, solicitando
 
a AID considerar la posibilidad de adelantar los desembolsos en
 
la proporci6n corresp3ndiente, si ello se produjera.
 

Les estamos adjuntando la propuesta de
 
donac16n de CONFIEP, la cual evidencia que CONFIEP estA debidarnente
 
organizada y registrada de acuerdo a las leyes Peruanas y a su
 
vez exonerada de impuestos.
 

Hacemos propicia la oportunidad para reite­
rar a usted los sentimientos de nuestra mayor consideraci6n y estima
 
personal.
 

Muy atentamente,
 

LA d9C 
Miguel Vega Alvear
 

Presidente
 

adj.: Proyecto CONFIEP-AID
 

MVA/il
 
NACIONAL DE INSTITUCIONES ENVRESARIALES PRIVADAS PodeaReW a571.Pix14 Lim13Telf 232637. 
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Oficio NP cc-'/ -85-EF/ 11-01
 

Sehor
 
JOHN SANBRAILLO
 
Director
 
Agencia Internacional para el Desarrollo-A]D

Preset,te. -

Es grato dirigirme a Ud. con el fin
de cor,fir ,ar]e por medjo de Iapresente el interks de este Ministerio 
en poder desarrollar un prograra de Cooperaci6n t~cnico-financiera ­con el auspicio de la Agencia que Ud. dirige en el 
area de ;,Ianea ­miento de politicas econ6micas y desarrollo institucional.
 

Como es de su conocimiento ]a actual
administraci6n est6 abocada a 
reactivar ]a economla, especialmente me
diante el uso de la capacidad indL.-strjal ociosa y Ia pror.qoci6n de ex­
portaciones de manufacturas. En este sentido, el planear;iento de poll
ticas que permitan alcanzar estos objetivos son de gran int.r&S.
 

Asimismo, este Ministerio se halla
muy interesado en su conso] id~cin jnstJtucjDnral y profesioral, raz.n 
por ]a que erter,m:,s viatie ur, prcyect- de esta rat-raleza. 

ACTiO^ , Sin otro particular quedo de Ud. 

. .6 Atentamente,
 

.IFL FIGUEROA rAAIIRLZ 
V ,Iiz ac, Hacited.,l, de 
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DETAILED FINAJCIL ANALYSIS AND BUIDGEIAY ASSULPTIO S 

Forual Private Sector
 

Figures for 1986 represent base costs with an inflation related increase 

of 6.5 % per annum over the life of the Project (LOP). 

Unless otherwise noted, costs rcpresent those attributed to AID
 

1986 salaries are pro-rated according to starting dates.
 

A. CONFIP
 

. Institutional DevelkcLamt
 

a. Staff 

1. Director @ $35,000 approx. - CONFIEP picks up entirely (this
 
person is already in place)
 

2. Economics Studies Department
 

- Senior Econceist @ $35,000 / Yr. 
- MAster's Level Economist @ $20,000 / Yr. 
- Recent college grad Fccnomist @ $10,000 / Yr. 
- Secretary @ $6,000 / Yr. 

This g.o-up should be bired as soon as possible witth optimal dates 
Nev-er. It is essential to acve as quickly as possible to

provide CD5WIEP's Director and President with mound ecoom.c
 
analyses of 
rapidly changing events in Peru and to take advantage
 
of the new government's overtures to the private sector. Also
 
this staff is needed in order to initiate the process of deciding
 
and contractin studies on investment, savings, private sector
 
definition ad other broad issues.
 

3. Rembersbip Department
 

- Km±vershlp Director @ $25,000 / Yr.
 
- Secretary @ $6,000 / Yr.
 

This team will be responsible for broadening the bembership base 
wng usociations and with the regional cba rs. Among the 
activities it will undertake will be: the coordination of 
dlalogue activities with the regional chabers, and the
 
preparation (based on 
member contributions and announcements) of
 
the bl-monthly newsletter. Those two staff members should 
be
 
hired mid-year.
 

4. Public Affairs / Publications Department
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Public Affairs Director @ $30,000 / Yr.
 
Executive Secretary @ $8,000 / Yr.
 

This Department will be responsible for manaing and coordinating
 
COMFlEP's publications and its conferences, bestings, etc.
 

It will work in close cooperation with the economic studies
 
department and the membership Director to coordinate the timing,
 
production 	 and dissemination aspects of publishing. In
 
*ssence,this team will handle logistics while the Economic
 
Studies and 	 embership Directors handle substance. 

The second set of activities for the Public Affairs Office will 
be the coordination and implementation of meetings, seminars and
 
conferences 	 designed by the Economic Studles Department in
 
collaboration with outside technical ezpertise. 

These two personnel should be hired as soon as possible in order 
that studies be undertaken and that meetIngo be planned and
 
realized early on. Both persons should be highly experienced in
 
conference management and/or publication coordination.
 

5. Librarian @ $3,500 / Yr. (1/2 time)
 

As it is important that CONFIEP develop the inhouse capacity to 
anticipate and to react to timlr eventc, a small library is 
planned. Such a facility would include not only current economic
 
analyses, at national and international levelu, but also would
 
offer information relevant to regional and sector&l
 
chaabers/associations. A ptirt time librarian is required with a
 
starting date toward the mid to end of year 1.
 

6. Messengers 2 @ $2,O00 / Yr. (each) 

Note: 	 With the exception of the Director, who is already in place and 
whose salary should continue to be covered by COIFlEP, all other 
salaries for staff are calculated at the base rates given above, 
increasing by approxiaately 6.5 % per year with LID covering 80 % 
to year 1, 60 % year 2, 40 % in year 3 and 20 % in year 4. The 
totals are approximately $290,000 LID, $485,000 COUFIEP, 
totalling $775,000 over LOP. 

b. Technical Lssistnce @ approx. $600,000 over 4 years. 

1. 1conomic /lnvestment Expertise @ approx. $180,000 over 4 years.
 

The purpose of this expertise Is to assist the Econosic Studies 
Departmaent identify aud analyze issues for the preparation of 
position papers, publications and conferences. Perhaps equally 
important will be the expertise these personnel can lend to 
CONFIEP as it Initiates dialogue with the goverment through both 
formally planned activities (as stated above) and through 
informal wntlngs. Funding for this expertise is planned to be 

V. 
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greatest in year one with the amounts diminishing over time.
 

Perhaps 60,000 year I declining to 30,000 year 4. 

2. Organizational Process Expertise @ approx. $130,000 over 4 years. 

CONFIEP will grow in year I from a very small organization to one
 
of substantial size. Especially in years 1-2 amd then
 
diminishing substantially in years 3-4, COWIEP will need
 
expertise in order to broaden its base and scope, take a stronger
 
leadership role and develop the matnagement system to coordinate
 
a six of activities which are both sensitive politically and
 
complicated logistically.
 

3. Conference / Keeting Expertise @ approx. $160,000 over 4 years
 

The bulk of this expertise is anticipated for year 2 and 3 of 
the Project during which time major conferences are planned. In 
1986, COFIEP's Public Affeirs Department will be responsible for 
organizing Public/Private Sector Roundtable Luncheons and for 
initiating the speakers Series. From a logistics standpoint, 
neither type of event is terribly complicated. Bowever, as large 
conferences are planned for 1987 and 1988, CONlIEP will need some 
guidance toward the end of 1986 and will need a great deal during
 
1987 and 1988. A possible flow would be $20,000 in 1986; $60,000
 
in 1987-1988 (each) and $20,000 in 1989.
 

4. Evaluation @ $60,000 each in 1987-1989
 

Two evaluations are planned - one at mid point and the other 
towards the end of the Project. 

c. Studies
 

1. Speciul Studies
 

In order to establish a policy dialogue with the new government, 
the first set of activities should be the preparation of soundly 
based analyses of the current economic situation. Lpproximately 
four studies should be prepared in 1986 and five or six each year 
thereafter. Because these studies should be of a sophisticated 
and professional nature, and because COFUIIP will not have the 
capacity to carry out such studies - at least initially, local 
technical assistance is called for to conduct such studies. By 
year 4 of the Project, CONFlEP's staff should assu more of the 
responsibility to carry out the research and prepare studies 
in-house and/or contract with member organizations for 
complementary resources.
 

The cost of outside local TA to prepare a study was calculated at
 
approximately $10,000 per study and production costs were
 
estimated at approximately $12.000-$15,000 per study at a
 
disseminatioa of 3000 copies per study. It is assumed that
 
Peruvian organitations would prepare these studies.
 

2. Monthly **wsletter
 



A.NEX V]I 
Page 4 of 8
 

The objective of the monthly newsletter is to increase and
 
enhance coinunications mDon the mmber associations and with the
 
regional chambers. The goal is that the Newsletter be prepared
 
in-house and be based upon stories and/or articles written and 
submitted by member association$. The Public Affairs/ 
Publications Department would coordinate the preparation, 
production and dissemination of the lewsletter. In year 1, 

however, approzimately $5000 in local technical assistance is 
anticipated to work with the newly bired staff. By year two, the 

operations should be handled In-house. 

Production costs were estimated at $250.00 per 1000 units. With 
a dissesinatiou level of 3000/issue, the cost per month is 
approx. $750.00 ( in 1986). 

1986 6 issues x 4,500 
1987 12 issues = 9,600 
1988 12 issues = 10,200 
1989 12 issues = 10,800 

d. Training @ approx. $30,000 - 40,000 / year 

While the precise six of training activities should be decided per 
the needs of COCY1EP at the implementation sta&e of the Project, the 
types of training might Include trips to, and exchange programs with, 
similar private sector association, in other Latin American 

countries. (i.e. FMDECAMARAS in Veueznela), participatioD in World 
Bank Seminars or short US university coursev. Trainig will be 
provided to COMFIEP Board meembers (visits to other countries) and 
staff. The Specific courses for the latter will depend on the needs 
of the staff hired. This training activity should not be confused 
with the separate 8100,000 grant agreement for COWFIEP sponsored 
training. 

e. Office Space
 

@ approx. $58,000 / annum covered entirely by CONFIEP 

It is very important that CONFIRP be located in a facility separate 
from those of its member associations and begin to take on an
 
identity of its owe. A large facility is called for to include
 
sufficient office space for 5-6 professionals, 3 secret'aries and
 
other support staff, and to provide space for a library, and an 
economic studies department with coauter capability, and conference 
rooss of sufficient site to host same of the mietings and sesminars 
planned. & large office space In liraflores has been used for 

purposes of estimation. 

f. CommoditiLes 

- 2 computers @ $8,000 / each 
- 3 Typewriters @ $5,500 / each [
 
- 1 Xerox machine @ $10,000 [ AID
 
- Approzimately $5.000 ainteauce
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and new supply purchase over LOP [
 

Office furniture for staff and [
 
Conference room @ $25,000 1 CONFIEP
 

[ 

2. Facilitating Dialogue
 

a. Meet inis sad Conferences
 

1. Disktiuished Speakers Series
 

@ approx. $7,000 / event.
 

Four events are planned in 1986 and six are proposed for 1987. 
The purpose of the series is to highlight important issues by 
bringing to Peru (or utilizing local expertise) persons of high 
reputation and stature. The series is proposed for the first 2 
years only to "put the issues on the map."
 

Costs/event were calculated to include:
 

International travel for speaker 1,600
 
Honorarium/fee at $1000 / day 4,000
 
per diem @ 275/day 300
 
Small luncheons for 25 people 125
 
Cocktails for 25 people 25
 
reception for 75 people 150
 
room rental 50
 
Breakfast for 25 people 50
 
Ludio / Visual 50
 
Misc 500
 
Xerox 300
 

Approx. 7,000
 

It is proposed that the "distinguished speaker" spend abrout 4
 
days in Peru and
 

- address a small select group over lunch 
- address a larger group that afternoon 
- address a mall breakfast group 
- travel to Arequipa or Trujillo to address a regional cfiaaber 

with the regional chaber assuming travel costs (sPeaker,
 
COWFIRP director, etc.) to the region and assualng cost of
 
seals.
 

2. Luncheon Roundtables COP/Private Sector
 

Small luncheon groups (20-25 people) to met on a regular basis @
 
approx. $200/ovent to cover meals/cocktalls.
 

Seven meetings are anticipated for 1986 and 12 are proposed for
 
each year thereafter.
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3. Conferences
 

Two major conferences are proposed; one in 1987 and one in 1988. 
These will be major events - one to address the issue of savings 
and investment and another to address private enterprise and Its 
role in de~vlopment in Peru and elsewhere. Participation of 
several International speakers is anticipated. Attendance Is 
estimated at 200-250 people for 2-3 days at a hotel outside 
Lima. tach event will cost approx. 8100,000 with AID 
contributing $75,000 for conference I and $50,000 for conference 
II. Costs above and beyond $100,000 per event will be covered by 
the participants in the form of a fee to attend the event. 

b. Press Releases / Ldvertisements
 

Approz. S1,500 /year are anticipated with the bulk picked up by the 
host country institution either in financial terms or in kind, for 
example, contributions by the Radio TV Association. 

c. Public Education Campaign
 

Lpprox. $1,500 / year is planned
 

Strenthening Sectoral Relations 

$295,0OO over 4 years with the aLount increesin& over tim. The purpose 
of such funds it to strengthen the weaker associations, improve 
administration where needed and Sub~idi:O studies, especially those 
beneficial to the private sector as t whole. These resources should be 
channeled through CofflE upon approval by COIFIEP's Board of propossis 
submitted by wmber ctaabers. 

\V
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9. LMGIOWAL CFRAERS
 

8360,000 over 4 years to Regional Chambers is proposed. This would be
 
divided approx.
 

$130,000 Arequipa
 
$90,000 Trujillo
 
$140,00 Others (Iquitos, Cuzco,
 

Piura, Pumo)
 

A
Arequlpa
 

a. 	Institutional Development
 

A small research/studies department is envisioned to investigate
 
means of (a) stimulstting and/or attractinK investment In Arequipa and
 
(b) creating/forglng greater linkages between Arequipa and Lima and
 
other regions.
 

This research department will require:
 

1. 	Staff
 

Econoaist @ $16,000 / year with AID covering entire salary in 
year one and diminishing over time. 

Investmaent Specialist @ $15,000 / year with AID covering 5O0 
in year 1 and decreasing over LOP
 

Secretary @ $2,000 covered by HC
 

2. 	Comodities
 

- One computer @ $8,000 
- One Typewriter @ $4,000 with AID contributing approx. $100 

additional in maintenance over LOP 

3. 	Technical LsAistasce (Peruvian)
 
Approx. $20,000 over LOP for an investment specialist
 

4. 	Studies
 
Approx. 810,000 over LOP for production costs of studies
 
conducted in-house
 

b. 	Facilitating Dialogue
 

Approx. 830,000 over LOP to:
 

- asable mmers of Arequipa chmber to travel to and participate 

in meetings in Lima. 

-	 Cover travel costs and meals associated with the Distinguished 

Speakers series to bring the speaker plus I or 2 CONPIEP. 

represeatatives to Arequipa to address the Regional Chamber. 
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2. 	Trujillo 

- A plan on a similar but more mdest scal* to that of Arequipa is
 
envisioned.
 

a. 	Institutional Development
 

1. 	Staff
 

- Iconomist / Investment Specialist
 
* $16,000 / year covered by AID In year and decreasing 
over time 

- Secretary @ $2,000 / year covered entirely by cbamber 

2. 	C~modities
 

-	 One computer @ $6,000 and approx. $1,000 in maintenance 
over LOP 

3. 	Technical Assistance @ appror. $16,000 over LOP
 

4. 	Studies / Publications
 
Approx. $9000 over LOP
 

b. 	Facilitating Dialogue
 
Approx. $20,000 over LOP
 

Other Chambers
 

Approx. $140,000 
over years 2,3,4 to enable the smaller chambers to 
conduct research and participate in national level meetingl. Approx. 60% 
($80,000) for Institutional Develcpaent and approx 40, ($60,000 for 
facilitating dialogue). The Chambers considered are Iquitos, Cuzco,
 
Ayacucho and Pano.
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3OB DESakPTIO| 

1. Project Coordinator
 

A. 	Education and Experience
 

The Project Coordinator should be trained in economics and/or social 
sciences preferably with a nasters' degree level In business or public 
administration with 10-15 years shared experience in government and the 
private sector, currently at or near senior levels of management with 
responsibility for the supervision of other professionals. 

He/she should be fully bi-lingual, with writing skills in English and 
Spanish and should have lived extensively in Latin America. 

B. 	Principal Tasks:
 

t 	 Assist AID in the monitoting of the various grant agreements
 
called for in the Project.
 

Assist AID in the definition of the jobs to be performed by the
 
Peruvian Deputy Project Coordinator, the US Expert in Investment
 
promotion and the Peruvian Expert in investment and export
 
prowtion and the definition of deslred profession&! and personal
 
qualifications.
 

Assist AID in the recri ment and selection of the Project 

guidance and coordination staff. 

Assist AID in negotistin.& with CONFIEP the provision of office
 
space and other support services (not provided for in the budget
 
for this coVonent) required for the Frcject guidance and
 
monitoring group.
 

Advite CONFIKP on organizational development matters by
M 

- Assisting in the definition of the functions of the staff to 
be hired under the grant agreement. 

- Assisting in the description of the functions of the 

professional staff and the definition of professional and 
personal qualifications of all the direct staff of COIFIP. 

- ssisting in setting up the priorities and a schedule to 
develop the organizational structure of COU1IRP along the 
lines of what to being proposed in this Project. 

- Assisting COWYlP in to plan end carry out structural chanGe6s 
in the organization of COUFIEP, I.e., the rules for 
incorporation of eow associations (new members); the 
composition and linkages of a possible "board of patrons" as 
proposed; the restructuring of the board of directors; the 
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formation of specialized committees and others, directly 
re: amended in the Project paper as they may be modified tbru 
negotiations. 

Assist AID define the terms and covenants (as related to 
organizational cbnges) of the grant agreements to be entered 
into with COIFIEP. 

" 	 Assist AID in the evaluation of opportunities to build lintkAges 
to appropriate public sector agencies as called for in the 
Project. 

" 	 Advise COFIEP ad the appropriate public sector agency(iea) on 
criteria for prioritizing the program of studies to be supported
 
(funded) by the Project.
 

" 	 Advice COIFIEP and the appropriate public sector agency(ies) on 
the preparation of scopes of work for the prioritized economic
 
studies to be undertaken under tte Project.
 

Supervise the "guidance and monitoring" contract team in
 
developing appropriate work plans of collaboration with CONFIEP,
 
the regional chmbers, the public sector and IL.D.
 

Supervise the activities of the Peruvian Deputy Project
 
Coordinator which will focus in the area of dialogue/consensus
 
development through the program of conferences distinguished
 
speakers series, publicationc and other ibforation digseaination
 
efforts.
 

Supervise the activities of the US irvestment and export
 
devel:-poent expert and and assist bin/ber and the Peruvian
 
counterpart, in developing appropriate linkages with the
 
associatiot meu±ers of CONFIEP directly invclved in this area as
 
well as with the regional chambers and any appropriate public
 
sector t4ency(ies).
 

Based on the terms of existing agreements with ILD take principal 
responsibility for monitorlng progress towards the achievement of 
Project goals Lnd assist ILD's management; sak adjustments in 
program content if this becomes necessary s a result of 
unfoldlng events. 

Assist ILD's mazaSement in building linkages with COUIMEP and
 
regional chambers.
 

C. 	Reportig Requirmats 

0 	 Prepare quarterly progress reports in Raglish and Spanish for the 
Mission LM CO79llsa President and Board of Directors. 

2 	 Prepare ay other reports deted necessary to alert the Mission 
and COIPlE of possible requirements for changes in focus or
 
emphasis resulti4 from the periodic (tterim) program
 
etaluatioss called for in the "'oject.
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The Project Coordinator will work closely with the chief of AID'S 
Private Sector Division and should attend periodi- briefings and 
pro&ram reviews. 
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POTI rILL SOURCES OF ECOOMOIC ExPERtiSE : PERU 

Universities
 

1. 	 Universldad del Pacifico
 
Bachelors and Masters programs ad economic research center,
 

CIUP presently under contract with the IBeD.
 

2. 	 ESAU
 
Graduate progras and an economic developent research institute
 

which also does limited consulting work. Presently concentrating on
 

energy policies issues.
 

3. 	 Universidad Catolica
 

Graduate and undergraduate program
 

4. Universidad de Lima
 
institute
Undergraduate prograas and CIESUL a research and analysis 


on socio-economic subjects.
 

Economic 	and Mana.,ement Research and Analysis Ortanizations
 

1. 	 Apojo S.A. 
Concentrates In publishing and editing periodicals and special papers 

on econoeic Issues. It also has a large group of private clients for 

wbou kpoyo does policy analysis work. 

2. IPKE
 
Principally dedicated to organizing conferences and SyMposia for the
 

Peruvian private sector, using distinguisbed (Independent)
 

professionals.
 

3. 	 GRADE
 
term prospects.
Principally concerned with economic analysis of long 
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PROJECT AUTHORIZATION
 
Name of Country : PERU 
 Name of Project: Private Sector Policy
 

Planning and Institutional Development
 

Number of Project: 527-0298
 

Grant Number : 527-0298-C-00-5123-00
 

1. Pursuant to Section 106 of 
the Foreign Assistance Act of 
1961, as ZL.nled
 
I hereby authorize the Informal Private Sector component of 
the Privdte :.r

Policy Planning and Institutional Development Project 
for Peru i';volv'1 2
planned obligations of not 
to exceed 
One Million Two Hundred Thousand Unit. d

States Dollars (01,200,000)in grant 
furds ("Grant") over 
a two and cre IJijr

year period from date of authorization, subject to the availability f ;,.;
.­
in accordance 
with the A.I.D. OYBiallotment process, to help 
in f,..
foreign excharge and ]cal currcncy 
costs for the project ccmpc~e;.
planned life of the project ccpconent is thirty months from the date ofinitial obligation. The component being authorized is part of a larger
project, totalling approximately t6.0 million 
which will include activities
 
with the formal private sector 
to assist it to become a more effective policy

analysis and lobbying force, and with the 
GOP to strengthen its capacity fcr
mal.ng coherent, timely, ane 
informed judgements concerning policy formation.
 

2. The project (component) consists 
of grant assIstance to a Peruvian private
 
sector entity to enhance Its capacity to 
perform policy analysis and proote
policy reform. The 
component will be implemented through a Specific Suport
Grant to the Institute for Liberty and Democracy (ILD) in the amcunt 
oz !.2
 
million. The Grant 
will support a continuation and ex×:ns!cn 
of 1LD's

research 
 on the Inforal sector, focusing on the 
 legal and regulatory
 
frame"ark and actions 
to alter this.
 

3. The Froject Agreements, which may be negotiated and executed by t}e

officer to whom such 
z-thority is delegated 
 in accordance with A.l.D.
regulations and Delegations 
of Authority, shall be subject to the follow
 
essential terms 
and major conditions, together with such 
other terms and
 
conditions as 
A.I.D. may deem appropriate.
 

:. 
Sour-e an2 Origin of Commodities, Nationality of Services 
(Grant)
 

Commodities financed by A.I.D. under the Grant shall have their 
source
and origin in Peru or In the United States, except as AI.D. may 
otherwise
 
agree in writing. Except for 
ocean shipping, 
the suppliers of cocmodities or

services financed under the Grant shall have Peru or 
the United States as
their place of natiorality, except as 
A.I.D. may otherwise agree In writnng.

Ocean shipping financed by A.I.D. under 
the Grant shall be financed only on
flag vessels of the United States, except 
as A.I.D. may othierise agrce in
 
writing.
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b. Conditions Precedent to Disbursement (ILD)
 

(1) Condition Precedent to Disbursement for Project Activities After
 
Decemb'er 31, 1985
 

Prior to any disbursement or the issuance of commitment documents
 
under this Grant to finance project activities after December 31, 1985, ILD
 
will publish and initiate distribution of the book it is preparing on the
 
informal sector, which will contain the results of ILD's work to date.
 

(2) Conditions Precedent to Disbursement for Project Activities for
 
CY 1986
 

At least two months prior to any disbursement or the Issuance of
 
commitment documents under 
this Grant to finance project activities for CY 
1986, ILD will Fu.bmit to AID: 

(a) An :,?roved detailed workplan for CY 1986 which c~ear!y

estallishes expected accomplishments for 
the Grant period, goals, expected
 
outputs, and specific benchmarks.
 

(b) A listing of all other (non-AID) financial support, by

grantor, that ILD has recc.ved to further the obJectives of the Grant, alo.)

with 	a brief description of the specific purposes of such support and the 
tiae
 
period over which it will be utilized. Non-AID support will equal at least
 
46% of total financial needs for the period.
 

(3) 	Ccnditlons Precedent to Disbursements for Project Activitles for
 
CY !967
 

At least two months prior to any disbursement or the issuance of

co--n-Itme-t documents un~er this Grant to finance project 
activities for CY
 
1987, ILD will submit to AID:
 

(a) 	An approved detailed workplan for CY 1987 which clearly

establishes expected accompishments for the Grant period, goals, expected
 
outputs, and specific benchmarks.
 

(b) 	A listing of all other (non-AID) financial support, by

grantor, that ILD has 
received to further the objectives of the Grant. along

with a brief description of the specific purposes of such support and the ti=e
 
period over which it will be utilized. Non-AID support will be equal to 
at 
leat 	70% of total financial needs for the period.
 

JohA. Sanbrailo
 

"NssionDirector
 

Jne 20, '965
 
Date\/
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AGENCY FOR INTERNATIONAL DEVELnrPM1[Jl 
UNITED STATES AID MISSION TO EPU 

C/o AMERICAN EMBASSY 

LIMA. I PERU 
7LLEPHONE. 'eG200 CARLE: L1'.II'i MA 

Prolect Authorization
 
(Amendment No. 1)
 

Name of Country: Peru
 
Name of Project: 
 Private Sector Policy Planning and Institutional
 

Development
 
Number of Project: 527-0298
 

1. Pursuant 
to Section 106 of the Foreign Assistance Act of 1961, as
 
amended, the Infcrmal Private Sector Component of the Private Sector Policy
 
Planning and Institutional Development Project for Peru was 
authorized on June
 
20, 1985 in an amount of 
One Million Two Hundred Thousand United States
 
Dollars ($1,200,000) in grant funds (the "'Authorization"). The Authorization
 
is hereby amended to add the Formal Private Sector component and the Project
 
Coordination component involving 
planned obligations not to exceed three
 
million two hundred thousand United States Dollars ($3,200,000) in grant funds
 
(the "Amendment") over a fifty-four month perio6i from the date of the
 
Amendment, bringing the toal amount authorized for the project to four million
 
four hundred thousand United States Dollars ($4,400,000) subject to the
 
availability of funds in 
accordance with the A.I.D. OYB/allotnent process, to
 
help in financing foreign exchange and local currency costs for the 
project.
 
The planned life of the Amendment is fifty-four months from the date of
 
initial obligation under the Amendment. The Ariendment 
 and the initially

authorized component shall be referred to herein collectively as the "Project".
 

2. The Amendment 
consists of assistance to a private sector confederation,
 
which represents the great majority 
of Peru's formal private sector
 
associations and businesses, and 
which has assumed a key role in the private
 
sector policy formulation process. The Project, 
including the previously
 
authorized informal sector component, 
has been designed to promote policy

dialogue and reform by: (1) strengthening the institutional capability of both
 
the private and public sectors to engage in constructive policy dialogue, and
 
(2) enhancing the understanding of the indispensable role of private savings

and investment in economic growth. 
 A public sector component is planned to be
 
authorized 
in the future. AID/Peru is authorized to utilize up to $1,195,000
 
of Project funds to contract 
for goods and services for project coordination,
 
monitoring and evaluation.
 

3. The Project Agreement(s), which may be negotiated and executed by the 
Dfficer to whom such authority is delegated in accordance with A.I.D.
 
regulations and Delegations of Authority, shall 
be subject to the following
 
idditional terms and covenants and major conditions, together with such other
 
Lerms and conditions as A.I.D. may deem appropriate.
 

\fVk 
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a) Conditions Precedent to Initial Disbursement
 

Prior to any disbursements or the issuance of commitment documents 
under the Amendment, CONFIEP will submit to AID, in form and substance 
acceptable to AID, the following: 

1. Evidence that CONFIEP is duly organized and registered in
 
accordance with the laws of Peru; and
 

2. Evidence that CONFIEP is recognized as an entity exempt from
 

taxation under the laws of Peru.
 

, Conditions Precedent to Disbursements
 

Prior to any disbursements or issuance of cormitment documents after 
the first $100,000 has been disbursed under this Amendment, CONFIEP will
 
submit to AID, in form and substance acceptable to AID, the following:
 

i. A copy of a CONFIEP Board of Directors' resolution indicating 
that there will be increaslng self-sufficiency for CONFIEP's core activities 
during the Grant period and full self-sufficiency for core activities when AID
 
financial assistance terminates.
 

ii. The first Annual Implementation Plan which prcvides expected
 
accomplishments for the period, and the anticipated Project inp.its, objectives 
and specific progress indicators for each quarter. The plan will specify the
 
funding source for all proposed Project activities.
 

iii. Documentation that CONFIEP has developed and is utilizing an 

improved financial management, internal control and procurement system..
 

c) Conditions Precedent to Subsequent Disbursements
 

Prior to any disbursement or the issuance of coruitment documents
 
under the Amendment to finance Project activities not contained in the Annual 
Implementation Plan in effect at the time, CONFIEP will submit to AID, in form 
and substance acceptable to AID, the following: 

i. An amendment to the Implementation Plan currently in effect, or
 
if appropriate, a new Annual Implementation Plan.
 

ii. Documentation which indicates that CONFIEP has provided no less
 
than the Project counterpart requirements to date as described in its proposal 
to AID.
 

d) Covenants
 

COVFIEP covenants that it will:
 

K
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i. Work to integrate CONFIEP, sectoral associstions and regional
 

associations and strengthen their capacity to promote private sector
 

investment, production, and employment outside of Lima.
 

to increasing
ii. 	 Implement a fund raising campaign which will lead 


from non-AID sources in order that COfIF.P can continue and
COVFIKP revenues 

usintain core project activities when AID funding terminates.
 

iii. Seek additional funding for CONFIEP from local sources and, as
 

appropriate, from other international a&encies and/or from friendly countries.
 

iv. Coordinate CONFIEP activities with other private sector groups
 

being assisted by AID such as Instituto Libertad y Democracia (ILD), Instituto
 
de Empresas (IPAE), Escupla Superior de
Peruano de Administraci6n 


(ESAN), Universidad del Paciflco, Universidad de
Administraci6n de Ne&ocios 

Per-6, Asociacion Promotora de Institutos
Piura, Accidn Comunitaria del 


Tecncl6gicos Superiores (TECSUP), etc. When appropriate, utilize the research
 

findings and development experiences from these organizztions In CONFIEP
 

programs.
 

v. Locate, select, contract and purchase all AID-financed project
 

technical assistance, training services and commodities in a competitive
 

&nner approved by AID.
 

4. Except as specifically amended or modified herein, the temns and
 

conditions of the Authorization remain in full force end effort.
 

Mission Director
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5C(2) - PROJECT CHECKLIST
 

Listed below are statutory criteria applicable 
to projects. This section is divided Into two 
part. Part A includes criteria applicable to 
all projects. Part B applies to projects funded 
from specific sources only: B.1 applies to all 
projects funded with Development Aslstance 
loan#. and B.3 applies to projects funded from 
ISY.
 

CROSS REFERENCES: 	 IS COUNTRY CHECKLIST UP TO 
DATE? HAS STANDARD ITEM 
CHECKLIST BEEN REVIEWED FOR 
THIS PROJECT? 

A. 	GENERAL CRITERIA FOR PROJECT 

1. 	FY 1986 Continuir, Resolution Sec. 5241
 
FAA Sec. 634A.
 

Describe how authorizing and A Technical Notification for
 
appropriations committees of Senate and the Project was sent on Mciy 
House have been or will be riotified 30, 1986 and expires or, June 
concerni.n& the project. 18, 1986. 

2. 	FAA Sec. 611(a)(l_. Prior to obli&atlon (a) Yes.
 
In excess of $500,000, will there be (a) (b) Yes.
 
en&in7eering, financial or other plans 
necessary to carry out the assistance
 
and (b) a reasonably firm estimate of
 
the cost to the US. of the assistance?
 

3. 	FAA Sec. 611(a)(2). If further No further legiclaLive 
le&islative action is required within action is required to 
recipient country, what is basis for implement any activity under 
reasonable expectation that such action this Project. 
will be completed in time to permit 
orderly accomplishment of purpose of the 
assistance?
 

4. 	FAA Sec. 611(b): FY 1985 Continuing The Project is not a water 
Resolution Sec. 501. If for water or or water-related land 
water-related land resource resource project. 
construction, has prolject met the 
principles, standards, and procedures 
established pursuant to the Water 
Resources Planning Act (42 U.S. C. 1962, 
at 	 seq.)? (See AID Handbook 3 for new 
guidelines.)
 



is capital5. 	FkA Sec. 611(e). If project 

asslstance (e.g., construction), and all 
for it will 	exceed $1
U.S. assistance 


has the Mission 	 Director
million, 

and Regional Assistant
certified 


taken into consideration
Administrator 

country's capability 	effectively to
the 


maintain and utilize the project?
 

6. 	FAA Sec. 20 9 . Is project susceptible to 
of re&ional orexecution as part 


so, why is
=mltilateral 	 project? If 
so executed? InforUationproject not 


whether assistance will
and conclusion 

encourage regional development programs.
 

7. 	 FAA Sec. 601(a). Information and 
projects willconclusions whether 


the country 	 to:
encourage efforts of 


(a) 	 increase the flow of international 
private initiativetrade; (b) 	 foster 

(c) encourage
and competition; and 


development and use of cooperatives, and 


credit unions, and savings and loan 
(d) discoura&a
associations; 


(e) improve
monopolistic practices; 

of industry,
technical efficiency 


(f)agriculture 	 and commerce; and 


strengthen free labor 	unions, 

6. FAA Sec. 601(b). Information and 

conclusions on how project will 

encourage U.S. private trade and 

LX. 

Not 	applicable.
 

The 	 Project i not 

susceptible to execu.iiI, a­

part of a regional or 

multilateral project. 

(a) 	 The project is d,.ciied 
to 	increase Peruvilan .X;,orts
 

result rcluvrnnt
as 	 a of 

-IprIII.e..,1,,policy 


Vco1o,,,ic
rationalize 
tL,
policies to increase 

competitive integration of 

Peru into te inter!taKtal 
ma-ket.
 
(b) The project will [uv7er 
private inlitiative a"Id 

com:petition by iir'vi,, te
 
policy ei,virc .ert r,. .I.:,
 
to private eriterp.r i.- a
 

ti i;,increasing the ap;.r,.. i 

of private sector Cuti, priZ'i: 

by Peruvian society. 
(c) Not 	 applicable. 
(d) Economic policy ol!:lyscs 

and policy reform pro o s a l s 

to be generated tbroui-vi thle 

project will discuurage
 
inefficient
non-competitive, 


business/economic practices.
 

(e) 	 The project will pruvide 

technical assistance to 

improve the overal c 
I ,cI, rot

Le eca I,specificalIly 
of I ' rJ LvtLefficiency


enterprise.
 

f) Not applicable.
 

The Project is Jri.s . 
stimulate US, othr f,,';i 

and local irhvesti=,ct ! i': 



investment abroad and encourage private 

U.S. participation in foreign assistance 
programs (including use of private trade 
channels and the services of U.S. 
privat.e enterprise). 

9. 	 FAA Sec. 612(b), 636(h): FY 1986 
ContinuinR Resolution Sec. 507. 


Describe steps taken to assure that, to 
the maximum extent possible, the country 
is contributing local currencies to meet 

the cost of contractual and other
 
services, and foreign currencies owned
 
by the U.S. are utilized in lieu of
 
dollars.
 

10. 	FAA Sec. 612(d), Does the U.S. own 
excess foreign currency of the country 
and, If so, whai. arran&emonts have been 
made for its release?
 

11. 	FAA Sec. 601(e). Will the project 
utilize competitive selection procedures 
for the awarding of contracts, except
 
where applicable procurement rules allow 
other-wise?
 

12. 	FY 1986 Continuing Pesolution Sec. 522. 
If assistance is for the production of 
any commodity for export, Is the 
commodity likely to be in surplus on 
world markets at the time the resulting 
productive capacity becomes operative,
 

and is such assistance likely to cause 
substantial injury to U.S. producers of
 
the same, similar or competing commodity?
 

13. 	FAA 118(c) and (d). Does the project 
comply with the environmental procedures 
set forth in AID Ferulation 16? Does 
the project or program take into 
consideration the problem of the 
destruction of tropical forests?
 

by developing a :.Loh e, 
rational policy ernvirrmnmerit 
which attracts inv,.nLur . 
The project will r.-,iro ' 

private U.S. par)L i ',iL Ioi 

in the foreign a.;si-Lince 
program by uLi izii;., U.S. 
technical a i LiCCe,L: 
financing and nviauriurmL',e L 

skills as well as
 
procurement of swj'cific 
couviiodities, as OpJi UrUiaLe. 

The parLici1i,:)Liiu 
institutions will coit.ribuLe 
the equivalent of U.::. t2./du 
million to meet Lhit c,,'-Ls cd 
carrying out this Project.
 

No. 

Yes.
 

Not applicable; the P'rojecL 
will stimulate ,.x;ortS
 
through relevant Ipolicy 
reforms, not through cxporL 
production assistance. 

An lEF has been carri.d c 
for tis I'rojPc1. :utd 
negative detero,,i,,:,t i,, I 

been mado.
 

C 



14. 	 FAA 121(d). if a Sahel project, bas a 
determination been made that the host 
government has an adequate systn for 
accounting for and controlling rmceipt 
and expenditure of project funds 
(dollars or local currency &aated 
therefrom)t
 

15. 	 EX 1986 Continuing Resolution See. 533. 

Is disbursement of the assistance 

conditioned solely on the basis of the 

policies of any multilateral institution? 

16, 	ISDCA of 1985 Sec. 310. For development 
assistance projects, how much of the 
funds will be available only for 
activities of economically and socially 
disadvan~ta&ed enterprises, hiBtorically 
black colle&es and universities, and 
private and voluntary organizations 
which are controlled by Individuals who 
are 	 black Americans, Hispanic Americans, 
or Native Americans, or who are 

economically or socially disadvantaged 
(includin& women)? 

B. 	UNDING CRITERIA FOR PROJECT
 

1. 	 Development Assistance Project Criteria 

a. 	FAA Sec. 102(a). 111, 113, 281(a). 
Extent to which activity will (a) 
effectively involve the poow in 

development, by extending access to 
economy at local level, increasing 
labor-intensive production a the 
use of appropriate technology, 
spreading investment out from cities 
to small towns and rural areas, and 
insuring wide* participation of the 
poor in the benefits of development 
on a sustained basis, using the 
appropriate U.S. institutions; (b) 
help develop cooperatives, 
especially by technical assistance, 
to assist rural and urban poor to 
help themselves toward better life, 
and otherwime encoura&e demoeratic 
private and local governmental 
institutions; (C) support the 
self-help efforts of developing 
countries; (d) promote the 


Not applicable. 

No.
 

Full consideratiun w!Il le 
Liven to small arid ,inority 
and women owned busiiuc.ccs 
for the provision of ail
 
&oods and services.
 

(a) The Project goal js U 

promote economic ptwtLh w'. 
emplo-,ent in Peru, wi', 

specific componenLtS puare3 
to institutionalzin;; t",O 
participation of thLe. p'-c, 
and those in deccrtcalizej 
areas, in the bcnefits of 
economic development. The 
project will seek to cxLe.,d 
the access of firiancial cr,­
legal services to r..y 
(small) enterprises which 
currently do not erijuy the:e 
benefits, and ro;.,ote 
decentralized invest;:,crt. 

(b) Not tipplicoble.
 

(c) 	 The Project will uLii.,. 
Peruvian experLs %, -( 
possible for TA and Lr:,ir,.:, 



C 

participation of women in the 

national economies of developing 

countries and the improvement of
 
women's status; and (e) utilize and 
encourage regional cooperation by 

developing countries? 


b. 	FAA Sec. 103. 103A. 104, 105, 106. 
Does the project fit the criteria 
for the type of funds (functional
 
account) being used?
 

C. 	 FAA Sec. 107. Is emphasis on use of 
appropriate tochnology (relatively 
smaller, cost-saving, labor-ugln& 
technolo&ies that are generally uoot 
appropriate for the small farm., 
small businesses, and small incomes 
of the poor)?
 

d. 	FA.A Sec. 110(a). Will the recipient 
country provide at least 25% of the 
costs of the program, project, or 
activity witb respect to which the 
assistance is to be furnished (or is 
the latter cost-sharing requirement 
being waived for a "relatively least 
developed" country)? 

e. 	FAA Sec. 122(b). Does the activity 

give reasonable promise of 

contributing to the development of 

economic resources, or to the 

increase of productive capacities 

and self-sustaining economic growth? 


f. 	 FAA Sec. 128(b). If the activity 
attempts to increase the 

Exh-l 'i 

and the devolopmiiL of
 

institutions.
 

(d) One of tho IiojucL 
components will ud,.cL.ake
 
gender differenL iaLion
 
studies to deLerinin, the 
specific needs of (1,,,,t Iy 
poor urban) ;onirlm 
entrepreneurs, and usQ the 
results of these studi,', (ns 
appropriate) to d,:v(.lop 
policy recommendations. 

(e) This Project hj; not 
been desi&ned to hove a 
re&ional impact. 

Yes.
 

The Project includes the use 
of technical.d S i , L a,,:: 
approprioLo to devcuup Li,c 
institut o.1 nl capaciL. of 
Per-vian insLitutions. 

Peru will provide $2,4d0,0C.,
 
of total Project con-L cf 
$6,880,000, i.e. 3b7. of 
Project costs. 

The Project will re-ult. in
 
more technically qua1i.ed,
 
self-sustaining insLituLions
 
in Peru which are dedicated
 
to economic growth, :in w.ll 
as in the more effici,i une 
of scarce national re:c.urces
 
as 	a result *a ratioa-lized
 
economic policy eivi r,' '. 

The Informal .rcLor 
component of the Proj,,:L 1,as 

http:qua1i.ed


1 
institutional capabilities 
 of 

private organizations or the 

governmant of the country, or if it 

attepts to 
stimulate scientific and 

technological research, has it been 

designed and will 
it be monitored to 

ensure 
 that the ultimate 

beneficiaries are the poor majority? 


.	 FAA Sec, 281(b). Describe extent to 

which program recognizes the 

particular needs, desires, and 

capacities of the people of the 

country; utilizes the country's 

intellectual resources to encourage 
institutional development; and 
supports civil education and 
training in skills required for 

effective participation in 

governmental processes essential to 
self-government. 


2. 	Development kssistance Poject Criteria 
(Loans Only) 

a. 	FAA Sec. 122(b). Information and 
conclusion on capacity of the
 
country to 
 repay the loan, at a
 
reasonable rate of interest.
 

b. 	FAA Sec. 620(d). If assistance is 

for any productive enterprise 
which
 
will compete with U.S. enterprises,
 
is there an agreement by the
 
recipient country to prevent export
 
to the U.S. of more than 20% of the
 
enterprise's annual 
 production
 
during the life of the loan?
 

3. Economic Support Fund Project Criteria
 

a. 	FAA Sec. 531(a). Will this 

assistance promote economic or 
political stability? To the maximum 
extent feasible, is this assistance 
consistent with the policy
 
directions, purposes, and pro&rams
 
of part I of the FAA?
 

been desi&ned to ctr,.:,,J 
the 	institutional capabiliLy 
of a private organizati,,,i to 
conduct research and su;.;,,,rL 
reform activities whose 
ultimate beneficiaries are 
the poor majority. Projecct 
evaluation will moritcor Ltje 
success of such activitile'.
 

The .'roject has becn 
specifically desipned to 
analyze and respond Lu 
Peruvian policies and policy 
reform requirements, and to 
develop the instituLonal 
capacity of Penivioin private 
sector organizations to 
dialogue with the 5ov:rirnit 
and contribute to the pu, icy 
formaulation prucess.
Peruvian tecliical 
assistance, expertise and 
other resources will be used 
to the fullest cxtent 
possible in, ?roject
implemen tat ion. 

Not 	applicable.
 

Not 	applicable.
 

Not 	applicable.
 

\.,'1/ 



b. 	FAA Sc. 531(c). Will assistance Not applicable. 
under this chapter be used for 
military, or Faramilitary activities? 

C. 	 ISDCA of 1985 Sec. 207. Will ESF Not applicable. 
funds be used to financ, the 
construction of, or the operation or
 
maintenance of, or the supplying of
 
fuel for, a nuclear facility? If
 
so, has the President certified that
 
such country is a party to the
 
Treaty on the Son-Proliferatlon of
 
Nuclear Weapons in Latin America
 
(the -Treaty of Tlatelolco"),
 
cooperates fully with the LAEA, and
 
pursues non-proliferation policies
 
consistent with those of the United
 
States?
 

d. 	FAA Sec. 609. If co=rodities are to Not applicable. 
be &ranted so that sale proceeds 
will accrue to the recipient 
country, have Special Account 
(counterpart) arrangements been made? 

5C(3) - STANDARD ITEM CHECKLIST
 

Listed below are the statutory items which 
normally will be covered routinely in those 
provisions of an assistance a&reement dealing 
with its L£.Aementation, or covered in the 
a&reament by izposin& limits on certain uses of 
funds. 

These items are arranged under the general 
beadin&s of (A) Procurement, (B) Construction, 
and (C) Other Restrictions. 

A. 	Procurement
 

1. 	 FAA Sec. 602. Are there arrangements to Yes.
 
parmit U.S. small businesses to
 
participate equitably in the furaishing
 
of coimodities and services financed?
 

2. 	FAA See. 604(a). Will all procurement Yes.
 
be from the U.S. except as otherwise
 
determined by the President or under
 
delegation from him?
 

3. 	FAA Sec. 604(d). If the cooperating Peru does not dJicr..;r,it 
country discriminutes against marine against marine iuirarc 
inwurance companies authorized to do companies. 



business in the U.S.. will commodities 
be insured In the United States gsainst 
marina risk with such a company? 

4. 	 FAA -Sec.- 604(e); ISDCA of 1980 See. 
705(a). If offshore procurement of 
agricultural corwuodity or product is to 
be financed, is there provision against 
such procurement when the domestic price 
of such €omodity is less than parity? 
(Kxception where commodity fIaanced 

could not reasonably be procured in U.S.) 

5. 	FA Sec. 604(j). Will construction or 
engineering services be procured from 
firms of countries which receive direct 
economic assistance under the FAA and 
which are 

941, but 

competitive 
markets in 


otherwise eligible under Code
 
which lave attained a
 

capability in irternational 
one 	of these areas? Do these
 

countries permoit United States firms to 
compete for construction or engineering 
services financed from assistance
 
programs of these countries?
 

6. 	 AL Sec. 603. Is the shipping excluded 
from compliance with requirement in 
section 901(b) of the Merchant brinc 
Act of 1936, as amended, that at least 
50 per cantum of the gross tonnaLe of 
cornoditles (computed separately for dry 
bulk carriers, dry car&o liners, and
 
tankers) financed shall be transported 
on privately owned U.S. flag comnrrcial 
vessels to the extent such vessels are 

available at fair and reasonable rates? 

7. 	FIAA Sec. 621. 
is financed, 

furnished by 

contract basis 


If technical assistance 
will such assistance be 
private enterprise on a 

to the fullest extent 
practicable? If the facilities of other
 
federal agencies will be utilizd, are
 
they particularly suitable, not
 

competitive with private enterprise, end
 
made available without undue
 
interference with domestic prograa ? 

8. 	International Air Transportion Fair 
Competitive Practices Act, 1974. If air 
transportation of persons or property is 

financed on grant basis, will U.S. 
carriers be used to the extent such 
service is available?
 

Not applicable.
 

Not 	applicable.
 

No.
 

Tas; Dt applic.blu 

Yes.
 



P. 	FY 1985 Continuing Resolution Sec. 504. 

If the U.S. Government is a party to a 

contract for procurement, does 
 the 

contract contain 
a provision authorizing 

termination 
 of such contract for the
 
convenience of the United States?
 

.3. 	ConLDst1cion
 

1. 	 FAA Sec. 601(d). If capital (es., 
construction) project, will U.S. 

engineerin& and professional services be

usead?
 

2. 	FAA Sec. 611(c). If contracts for 

construction 
are. to be financed, will
 
they be lot 
on a competitive basis to
 
maximun extent practicable?
 

3. 	FAA Sec. 620(k. If for construction of 
productive enterprise, will aggre&ate
value of assistance to be furnished by
the U.S. not exceed $100 million (except 
for productive enterprises in Egypt that
 
wero described in the CP)?
 

C. 	2her Resirlctl.ons 

2. FAA Sec. 122(b). If development loan, 
is Interest rate at least 2% per annum 
during grace period 
and at least 3% per
 
annum thereafter?
 

2. 	FAA Sec. 301(d). If fund is established 

solely 
 by U.S. contributions and
 
edministered 
 by an international
 
or&anization, does Comptroller 
General
 
have audit rights?
 

3. 	FAA Sec. 620(h). Do arrangements exist 

to insure 
that United States foreign aid 
is not used in a manner which, contrary 
to the best interests of the United 
States, promotes or assists the foreign

aid projects or activities of the
 
Couzmunit-bloc countries?
 

4. 	Will arrangements preclude use of
 
financin&: 


Yes, all U.S. 
 1i recL
 
contracts will conL.ir a
 
termination for coriveiqrrco
 
of the U.S. clause.
 

This is a
not c:Ji ta I 
project. 

Not 	applicoble.
 

Not 	applicable.
 

This project is wholly L-AtL 
funded.
 

Not 	applicable.
 

Yes.
 

/
 



a. FAA Sec. 104(f): FY 1986 Coinuing 
Resolution Sec. 526: (1) Topy for 

Yes. 

performance of abortions as a mthod 
of family planning or to motImte or 
coerce persons to practice 
abortions; (2) to pe for 
perforlance of invahmn ary 
sterilization so method of family 
planning, or to coerce or provide 
financial incentive to any ponm to 
undergo sterilization; (3) b pay 
for any biomedical research which 
.relates, in whole or pat, to 
methods or the performamm of 
abortions or inv bntary 
sterilizations as a means of family 
planning; (4) to lobby for aiotion? 

b. FAA Sec. 488. To reihDurse mrsons, Yes 
in the form of cash payments. whose 
illicit drug crops are eradicated? 

c. FAA Sec. 620(g). To com.nsate Yeq. 
owners for expropriated natimmlizod 
properlty? 

d. FAA Sec. 660. To provide training Yes, 
or advice or provide any fiwmiial 
support for police, prison, or 
other law enfor:ement forces, except 
for narcotlcs pro&rams? 

e. FAA Sec. 662. For CIA activities? Yes.
 

f. FAA Sec. 636(1). For pubsse, Yes.
 
sale, long-term lease, exchage or
 
guaranty of the sale of motor
 
vehicles manufactured outside U.S..
 
unless a waiver is obtained?
 

g. FY 1986 Continuing Resolutiom. See. Yes. 
503. To pay pensions, annities, 
retirement pay, or adjusted service
 
compensation for military peransl?
 

b. FY 1986 Continuin. Resout o_. Sec. Yea. 
505. To pay U.N. asssmnts 
arrearages or dues? 

1. "Y 1986 Continuing Resolution, Sec. Voa 
506. To carry out provisionsef FAA
 
section 209(d) (Transfer of FAA
 
funds to multilateral organizetiona
 

for lendizn)?
 



j, Y 1986 Continuing ResolutIon, Sec. 
I To finance the export of 
nuclear equipmont, fuel, or 
technolo&y? 

Yes. 

k. FY 1986. Continuing Resolution. Se. 
511. For the purpose of aiding the 
efforts of the government of such 
country to repress the legitlmate 
rights of the population of such 
country contrary to the Universal 
Declaration of Human Rights? 

Yeo. 

1, Y 1986 Continuing Resolution, See. 
516. To be used for publicity or 
propa&anda purposes within U.S. not 
authorized by Con&ress? 

Yes. 
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Project Location: 	 Peru
 

Project Title and N~zber: 	 Private Sector Policy PlannIng and
 

i.nstitutional Davelcp met
 

Ftmd ing: 	 FT 85 

Project Purpose and Activities: To promote policy ctange through
improving: (1) the technical a.nd 

economic analysis titan the public sector of key policy and program 
constraints to private sector grotb, ad (11) the tecbcricl capacity of 
Peruvian private sector orgaolzation to analyze key Issues loUbiting grovth 
and to build up and support their institutional capacity to lobby for sounder 
policy and proote attitudinal changes that stlwulate enconomic grcvtb and 
employment. 

Statement for Categorlc.al Ezclu.sion: It is tbe opinion of the USAIT/Peru 
that the Project doets Dot require an 

Initial EDironmental EXBrNatlon because Its activities are vitbin the 
classes of actions described In Section 216.2, Par &rapb c(i) ard c(xiv) 
'Categorical Exclusions of 22CYR Paurt 216.' 

"Section 216.2 c(2) (xlv)': 

"Studies, projects or programs intezided to develop tb- cpabllity of 

rec.plent countries to emngage in deve]opmteot plannfri, except to the 
extent des gred to result in activities directly affecting the 
envircn ent". 

"Section 216.2 c(2)(I)r: 

'Education, techmccal assistance or train g pr or. as ecept to the 
extent such program include activities directly f.-fecct Ig the 
environment . 

Concurrence of the Mission Director 

I have reviewed the abcve staeJwent and concur In the determination that the 
Project 'Private Sector Policy Planning and Institutimoal Development" dces 
Dot require an Initial E4viron eotal E JauictIon. 

pate 	 7 om A. Sacbralo
 
0 	 Drector 

USAID/Feru 

http:Categorlc.al


Mqqot x II 
1. -C 1 of ' PRWFIr EICG IMlffI 

W of Pro..wt: FT R5 	to FT '9) 
cy PAMIwiRB n~lttnultml~tUe

njprt Title & Mknhwr: 	 Prvmite W,-tor ri TwtjI U.S. n.d ixW: $6.0 adI.Won 
527-02 Date prepsiwi:- ?%h 7, 1985 

WANS (FULJCTwly WFRLLAMY. 
-- TIDtMI ASSHWrflf 

__________iJC.U5RIMIATENfNMRAT Iv: Stpmvw 
pol-tical otAbillty.EcoWnmIc Irslicntorm. Contiiiund

In Pro-mmw A npriuamUouTO pvvmwtE' .rrvwwnIc 	 Ifr~wwtPt 

toy tnrmntwe in GW4P d..crwmn in
 

vatlas mul niqWloiywmt by rwhvsina Aoexe of naturuI dtmoterm. 
debta, rwkwttr in unimmloymnft.

%tkywurl ntstirfrl rvvutrotints 
0Pwnw rrcmnalr%hbibtirg#-wpv~wl prtvutsc tor 
QP~4is rr~ w~ 

mid c'qporta.m~irtinui, Irewsit 

Progrum & moxdtorirg Strong Im~r t 1p, In GDP. 
rom kr~:To ptm1mte 	policy StnmiRthwn fech~ntow~ wtliln tIw-

to iiinww tcufral mi-lysis reports.GOP*mue ttiniiu~ imnwtru: 
of poicy alternutlivi'f .ffcting 

Pucem wul Taqwt
arnlye thw privhate mctor.twtvntrA] assi emTamir evalumt kuia. 

Ithin tlu' public mrcor Of key 
withIn prtitite5;trivlVt machwdinur)l Iry/pOEirUU cnstrinlts to 

actor (fonmindri nf'onil) to
rivnitf owtor growIth; 

nit Icidete awrctor Intema~tfl/ 

i-qWtY Of Pritet MmittrN , to inrlumire poitcy elwa-Gp
1) towhn'trAl 
p-tnr to anotIywu 1m9 tomw~ Inhibit- ArKI to C"Mulrt Ptshli c Nw-1r 

thnt fo.zer Inpmved attituieS
r%Wgmith eon to hNdld/mu4pport pmgrw 

vwt titl wnn rnrority hi hon'r lobby tou..rd prtvote se'ctor grimth.
 

or wu"'io pultrifox andi pmTWl(
 
wrtor FWlicy gttwicn

r"vqy thnt .tttiilnt* #I) Private
rtitilnnl 

oymm-Pnt. pnerwvmYd. puhihmiw mv dtiomb-ted#~
rwwuwwfc ItrwmltIa upl 

try the P momi Privntob 	Socenr entitimV. 
for1.) Cirrpapviltll flvg3TU-flht!0m 

policy chtwge Iru~etittfltiAwd in 

tef11m of n-d legjmiityn, drnfrt nm 

nrd/tor biLagt xlkwntion.
 

c) Trimtn~nA of MZP stnff in pol1CY
 

plAmiU4 nrnl Mnnlynll.
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WLi1FICAAI14 ksntrmJ 

d) StrwethwdMi Of Miva- Si-c 

rpnwprfttVw orgmizatimw th!muOh 

trwlnlii, Am-mwn of -.wida =7d 
pravision of Tcwnfral Amftmro. 

C) WXP m-d Prlvnte 5etor Se~t-mrR 
mid1 Wor$shpa. 
0) Rjhllc sworwonws uNOazgn tw-lb 
radio, IV. mid print uIAdl. 
it) Collettfnf ard rmiwtory of 

pertinent nwrac-iic wil 3SCrf.rtS 

Outulto. 

Prlastp 

'! "~ WitE ql l t 

VA11Am wo400 

GT~md 

Ayimlilatmitrvi/IluiImwvw 
Fkht tlew 
TOTALfW 

I oo 

4 .4 34r 

06 

220 
153 

1,2 5 1 

50t50 

4 

411 
5I 

2,W 

44 

4 

, 8 

292 

1, 033 

-

-

F U.ME~Avu lab l e an a t i nely 

TA Iscontracted in a 

b asi n 


