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PREFACE

This final evaluation of the Peru Disaster Relief, Rehabil-
itation and Reconstruction Program (1983-1987) was prepared by
the Joint Venture of Checchi and Company/Louis Berger Interna-
tional, Inc. under the term of an IQC delivery order agreement
with the U.S. Agency for International Development. The eval-
uation team was made up of the following individuals:

Arthur Mudge, Team Leader/Institutional Specialist
Fernando Cruz, Disaster Specialist

Carlos Lcayza-Garcia, Agriculture/Rural Development
Specialist

Jorge A. Avalos, Civil Engineer.

Field work in Peru was carried ocut over a six-week period
during February and early March, 1987. A draft report was
presented to USAID/Peru prior to the team’s departure. This
final report on the findings and recommendaticns of the evalua-
tion team reflects comments received from the Mission on that

draft.



List of Acronyms and Abbreviations

CORDE(s) regional develcpment corporation(s}

Government Government of Peru

IBRD International Bank for Reconstruction and
Development

IDB Interamerican Development Bank

INADE National Development Institute

IQC indefinite guantity contract

CFASA Adventist Philanthropic Work and Social Assistance
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SEPAS Peruvian Evangelical 3Social Action Service
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EVALUATION OF THE PERU DISASTER RELIEF, REHABILITATION AND
RECONSTRUCTICON PROGRAM - 1983-1987

Executive Summary

Disasters.

In 1983 Peru suffered two major disasters at the same time, which
caused over $1 billion loss of property and prcduction and

reduced gross domestic product by 6%. In the North, floods from
the heaviest rains in centuries devastated major economic and
social infrastructure in one o0of Peru's most populous and
prcductive regions. Meanwhile, severe drought in the

impoverished highlands of the South caused heavy livestock loss
and near total loss of the 1982-1982 crop for subsistence
farmers.

Response.

The Government of Peru responded with rapid and substantial
emergency measures followed by a major national rehabilitation
and reconstruction effort. In the Necrth the prime objective was
reconstruction of the £flocd damaged 1nfrastructure. In the
Scuth, the Jdual objectives were <o provide sustenance while
helping the wvictims return <o product‘@” as scon as possible.
nccocme./employment generating activities Included drought
mitigating measures fcr improved water use, including irrigation

sy7stens.

To help the Covernment achieve & obi
development banks ("MDBs") reprogrammed existing gprcocjiect

]
3
}
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olus some new money, through sectsr agencies for the Irrigzation
transpcrit, power nd sanitaticn sectors In the No—ihk A7
contributed over 3180 millicon %o  support %the Coveramnent's
decentralized recconstructicn effcrt The departmenta’l
development corporations or "CCRDEs" were *the primary proisct
implementation agenclies, cocrdinated at the naticnal level by =
new agency. the Naticnal Development Institute {"INADE"™)

AID employed a variety of assistance tocls, including a 3S2°
million program loan, $12+ miliion of housing l1loan guarantess,
840 million of PL 480 Title I and Title II food assistance, ani
$5 million for PVC grants. Key was a $6C million modified
project loan/grant approach, well suited to the needs cf the
situation. It included a flex;b’e subproject selection system 0
respond to the needs and pricrities o‘ the Program as they migh=
evolve. It also included ample technical assistance tc bolster
the managerial capacities of the fledgling implementation ant

coordination agencies.
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Feor this Program, for example, the appropriateness of project a
opposed to program assistance, and the extent of n ]
technical assistance, were substantially affected by the relative
newness an initial weakness of the departmental implementing
agencies and the national ccordinating agency.

One apwproach used in this Program which seems particulariy
appropriate for broader applicatirn elsewhere in other disasters
and other countries is decentrali:ed inmplementaticn. Even with
the nascent and inexperienced departmental development
corgporations, decentralized implementation worked in. Per:.

Further, Peru provided a good test case, because certain portions
of the reconstruction effort were entrusted to sectoral agencies

in health, agriculture, transport and power. In general, the
sectoral agencies were outperformed Dby the decentralized
agencies. Management of the decentralized agencies was closer o
the damaged infrastructure and the affected people and to the
firms, workers and eguipment engaged in the reccnstruction
effort. The centralized agencies with their absentee decisiorn
makers, larger bureaucracies and longer lines of communication
were less able to respond guickly when timeliness was a critical
factor in Program effectiveness.

Further findings and lessor *o be learnsd include the following
Program design

The Iinitial selection of project 2z3s distinct from progra
financing was reasonable under the circumstances The assignmen:
=f highest pricrity *o eccnomic infrastructure in the North a
employment generation and producticn restoration In the South wa
sound. Inclusion of some new projfects in the South was oo
unreasocnable, given the high priority of emplioyment generaitls
Problems might have been averted, =Iowever, DYy moving any e
irrigation or other more complex profect tc a "slower track” -
appropriate project development Zdesign, executiocon and follow u:
Dispersion of the Program Jdid not substantially prejadice I-
axecution, but did present that potential

Program implementation.

T

The implementation units in INADE, USAID and certain RXey COFTE
is -

i
0
Hh

5
{

performed In an ocutstanding manner. Relative autonomy
project implementation units substantially facilitated pe
execution. The extensive application of pro n
trechnical assistance and reliance on US gener
was reascnable gl n the high priority of i 3 e

n emergency project. But experience with the project Im
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“hat more of the technical assistance grovided could have DSesn
Peruvian.
Housing.

Temporary housing was properly excluded from the progran.
Affected families were succesful in working out their own

temporary arrangenents, The housing repair credit component was
well conceived and implemented. To the extent that new housing
be included in an emergency reconstruction program, proven
technologies and implementing agencies should be favored. New
housing projects were less successful where rushed in development
and/or implementation. Because housing demand and construction

are especially high following substantial destruction of stock,
the developmental multiplier effect of demonstration projects, be
it positive or negative, is magnified.

Procurement.

Particularly in a high wvisibility, extreme urgency disaster
response contex*t, procurement from the United States should be
limited *to those commodities which can be procured guickliy and at
competitive prices. There were delays, particularly in medicin

{

procurement, which could have been avoided, in part at least, by
prompt exercise of waiver authorities available to USAID and/cr
AID/W. Peruvian customs delays and thefts also hurt the Program.
General

Tssentlal to an effective reconstruction program is striking the
right balance in acceptance of risk to gain timely performancs

The risks may include higher <cost, pocrer guality and even
occasiocnal project failure Bu* the stakes are high In Peru,
for example, 8% of gross domestic product depended on promp®
restoration of irrigation and transport infrastructurs in ths
North: and in the South the sustenance, Indeed the very llves, =°
150,000 subsistence farm families depended on timely provisicn of
fsod, seed and interim employment.

Such risk taking includes abbreviated bidding procedures for
procurement of goods and services, and delegation of authority is
subordinate officials to permit faster decision making. It may
even include domestic political risk taking for AID in permitting
expanded off shore procurement for urgent reguirements.

Looking to future AID involvement in reconstruction programs, AID
should, in advance of need *therefor, determine in principle the

feasibility of program financing and issue policy and p
guidance accordingly. Further, AID should determine the sc
expanded waiver authority to be granted to missions respo
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for reconstruction programs, and issue Implementing manual orders
accordingly. There were no procurement problems which zZould not
have been addressed by waiver authority already possessed by AID.
i.e. new legislation is not reguired ¢t address procurement

problems

Similarly, the Government of Peru should determine the extent 1o
which medical supplies, vehicles and other urgently needed
equipment and commodities may be Imported free of duty and delay

in customs procedures. Alternatively the Government should
devise a fast track procedure for procesaing emergency
commcdities through customs. The Government also should

determine the appropriate circumstances and exten* of emergency
authority tc modify or waive public contracting or other
procurement procedures.

n Peru, with the

Looking to future disaster reconstruction i
tinuing development
=

insti.utional experience gained, and a con
roie sufficient to retain strong staff, INAD:

is well suited tc
its recen:ly assigned continuing veconstruction role. Iin
exercise of this role, INADE's ccordination jurisdiction should
be expanded, and representation cn the natiornal disaster relief
commicttee would be useful. Similarly, the CORDEs have proven
their project implementatinn capability, which should be us=fl
£or development as well as reconstruction projects in the future.
Firzlly, we must note that the evaluation team was in the happy
nocsition of not having to point fingers for failure. The Program
was an obviocus success in which all who contributed can taks
great pride Rather we have worked with those who carried ouT
che Pr ograv in trying to determine and record some of the mors
important lessons learned. For none of these lesscns can the
evaluazticon team take credit. Virtually all criticism and
suggestions for Iimprovement have ccme from participants In the
Program with the courage and ccnfidence to identify and Iezarn
from their own mistakes as well &s successes
z Introduction
The disasters
Tn 1983 Peru suffered a climatic disaster of major proporilior
+he worst disaster since the 19270 earthguake caused 70,220 deat
and close to a 81 billion of property icss. The 1883 ccembination
of floods in the North and drcought in the South cost few 1lves.
wut did cost well in excess of a billion dollars of property =anl
preduction
~he cause of these combined disasters derived <Irom comp.o=n
intevaction betweern changing ocean currents and troplcal win’
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patterns. In normal years the prevailing wind patterns flowing
over the high Andes from the east and the cold Humboldt current
from the west produce little or no rainfall on the Peruvian ccast
and seascnal moderate precipitation in the interior highlands.
Normally the warm tropical countercurrent known as "El Nino" [for
its appearance around Christmas time) does not come southward far
enough to affect Peruvian climate significantly. Some vyears,
however, El Nino gains strength relative to the Humboldt Current
and pushes further southward., substantially warming the waters
along the Peruvian Coast. This cvyclical phenomenon, which has
occurred about 20 times in this century, and may be aggravated
by abnormal wind patterns, tends to produce rain in the coast and
dryness in the mountains.

1983 produced the worst manifestation of the Ninc phenomenon in

recorded histocry. Months o©f heavy rains on the northern coast
produced 160 inches of rainfall in areas which normally receive
less than 4 inches. This deluge caused rivers to overflow their

banks, destroying or damagin irrigation systems, streets and
highways, water and sewerage systems and electrical transmission

and distribution lines. The damage to the irrigation systems in
particular virtually eliminated production in several of Peru's
most important agricultural areas. At the same time drought In
the South substantially deprived of 1livelihood an estimated
150,000 subsistence farm tamilies who are the wast majority of
the populaticn in the affected highlands. The crop failures and
livestock loss from the drought deprived these families of not

-

only their food for the year but alsc their seif produced se

D
[oN

1

stcck and modest working capi*al for the following crop.

The two disasters reduced gross domestic product fcor the year
1283 by over ©6%. Further, this Ioss super! PRSI
deteriorating econcmic situation which

significantly negative growth rates in Y

severely impaired the Governme 1t of Peru’

the twin disasters.

)
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Further, both disasters develocped I
comprehension of their ext

rains in the North nor the

cataclismic effects in any gi 1 k
areas suffered severe losses for considerable ti
disastrous cumulative effects and the need for a ma
reconstruction effort were even recognized, let alc
This delay was especially long in the South where <th

N

virtually no tangible physical damage.
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. hl - .
sixteen* of the twenty-five departments in the cocuntry.

The response

By April of 1983 the massive destruction wrought by rampaging
Horthern rivers was obvious and there was increasing concern for
drought-induced hardship in the South. Particularly 1in the
North, the Government's Civil Defense and other agencies began
taking emergency measures and the Government began seeking help
from abroad.

The tangible physical devastation in the North breought forth
strong international response in money as well as contribution
in kind for disaster relief. The United States through the AID
Cffice of Foreign Disaster Relief ({OFDA} responded over a fe
months with nearly a million dollars plus substantial assistance
in surveying the extent of disaster and the requirements for
rehabilitation and reconstruction. AID reprogrammed project
funds and in-country commodities tso help meet immediate food and
medicine needs.

Etm(v

As +these immediate relief measures were being carried ocut, i7
bacare further obvicus that a longer term rehabilitation and
reconstruction program of major Q oporticns was reguired. T
mobilize and coordinate the recovery effort, President Belaunds
appointed a highly regarded private sectar engineer and political
leadsr, Juzan de Madalengoitia. As head of Peru's reconstructicn
orogram, he was given cabinet rank and designated director of the
Institute for Naticnal Development (INADE). The Covernment
egstablished INADE o managm the disaster rehablilitation ang
reconstruction program{"Program”} as well as major hydraulic and
special develcopment projects. While +he Covernment was sesgki
financing from ATD amcong other international develo
agencies it wasted no time in embarking upon a natic
program of compulsory contributicn through payreoll deduct
Such "reconstruction bonds” eventually produced Per
financing of about $14C millicn for the Program
Program cobjectives
The obiectives of the Program in the North were early defined *
restore to operaticn and permanently repair the damaged economis
and sccial Iinfrastructure. Highest pricrity was given %o repalr
of economic infrastructure, particularly the nmain arteriz’
© This figure does not include a "seventee
Lima, which received a Dbelated and relat
allocation of Reconstruction Program funding,
$3000 from AID, for flicod damage In the Rimac val.ey.
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rhighways and the irrigation svstem upecn which wirztually all
agricultural production in the coastal areas depended. Seccnd
priority was given to restoration of sewage and potable warter
systems, then to other social infrastructure including schools,

medical posts, and housing.

In the South, immediate pricrity was given to income generating
employment for subsistence farmers whose crops had failed. O
comparably high priority for them was seed for the next growing
season. Among projects for employment generation, highest
priority was given to wells, small irrigation systems and cther
measures to enable the farmers to make better use of such water
as was and would be available. :

Doncr approaches

To help Peru carry out its reconstruction program, the various
donors adonted differing approaches. The IDB provided some new
finonaing, but in large part the IDB and IBRD modified existing
project loans in affected sectors %tc finance reconstiruction cof
infrastructure in the North. These sectors included
transpertation, electric power, sewer and water systems, and mos®
important, agricultural irrigatiocn. In so doi:

chose to work with the same sectoral agencle
implementation of the existing procjects.

AID, on the cther hand, could inject new reconstruct

without prior commitment to particular sector

chose to  "buy into" the GCovernment's recorstructi

using the departmental develcopment ocorperat!

the principal project implementation agencies

program ooordinated by INADE. This puat AI

filling in behind other donors in rehabilitaticon N
economic and social infrastructure in the Nor P
supported housing reconstructicn Iin the North thrs = I
guarantee program, grants o private voluntary organlizatlos
:PVvZs}, and project funding for the CORDEsS. With ATID fa22 -
and grant support, PVOs played a sudbstantially larger role In °
For the rehabilitation nd reconstruction pregram the 777
Government provided a total of $i8C millicn dellars Including
$80 million project loan/grant, $60 million program loan, 71
million of food assistance, $12 million housing guarantes and
55 millicn of PV0O grants. The food assistance provl ol =T
+rerms under PL 480 Title I totalled $10.5 millio = T
grants totalled $30 milliion. The focod assistance was used
various ways to finance and otherwise support execution o%f =
Program and proved toc be a highly useful =ool For furt
detail see Table 1 on page 57 below.

Best Available Copy



Evaluation methodology

The evaluation team of four consisted cof a civil engineer witin

experience in Peru among other less developed countries, a2
Peruvian agricultural engineer, an urban planning specialist and
an international development generalist. Both of the latter Iwc
had substantial experience with disaster reconstruction in Iess
developed countries.

The team spent one week of initial briefing and program
orientation, both by the Government and AID, in Lima. They fthsn

proceeded *to the affected areas of Peru for two weeks cf
interviews and site inspections. The c¢ivil engineer spent the
entire two weeks in nortaern Peru where reconstruction of damaged
civi. works was the predominant activity: and the agricultural
engineer spent a full +two weeks in southern Peru where
agricultural activities predominated within the Program. The
cther *wo members cf the team each spent a week in each region.

It was not feasible to wvisit all departments in the time
available. Accordingly. the team concentrated most of its time in
the North in the three departments most sericusly affscted and In
which mnost of the prograr activity occurred, namely ZPiura,
Lambayegue anu ““mbes For comparison, two departments with
smaller programs, La Libertad and Zajamarca, were also wvisited
mriefly. Similarly in the South the larger programs In Puno and
Cusco received most attention, with comparison visits to three
smaller programs in Areguipa, Mogueguz and Tacna.

Tollowing the two weeks in the field, all team members returnsd
to Lima for further interviewing sf USalD government ori *

sector participants in the Program and drafting of by

The team leader spent an additional wesk in Lima and h

weeks in the United States completing the report.

We evaluate the progranm

against stated objectives

to their accomplishment

Scuth, we evaluate pro

separately. And, be.aus

procedures in determining pe

of the program separately foL the

examine certain basic program des

to be comprehensive in our approac

selected these salient elements
organization and procedurs, whi
strongly on program performance.

I1. Praogram performance

-
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A Northern region
1. Distinguishing characteristics.
Unlike the drought in the South, the floods in the Nort produced

extensive physical damage, including economic infr stractura of
critical importance to - nation’'s economy and social
infrastructure directly affecting public health or otherwise of
major importance to the communities Iinvclved and their peocple.

Accerdingly the highest priority objective of the rehabilita tien
and reconstruction program in +the North was to restore the
irrigation, transport and power systems to get the regionai

economy back on its fcet. Certain sccial infrastructure affecting
community health such as sewer and water systems had comparably

high priority. Restoration of streets, residential electrical
connections, and housing, had to be given lower priority.
Temporary shelter was excluded, the magnitude cf need not being

sufficient to require emergency assistance.

2. Performance.

a. Timing.

The most critical element of the Program, restoration of economic
infrastructure received maximum attention from the outset
Provisional restoration of the rcad from Piura to Paita was
completed by August 13983 and the irrigation system In Piura was
35% restored by A&pril 1984. Wwhen IBRD/IDB funding ran ocut for
these wvital infrastructure projects, AID loan/grant funds wers
immed ately provided to prevent delay. Other infrastructure
projects and the more defini_.ive reconstruction o¢f economic
infrastructure requirse more time, but is now substantially
complete. The housing program is subject to somewhat diffsrent
criteria and raises separate issues that are discussecd Delow In
Section A.3.

b, Cost.

Review of project costs indicates they were within reason
compared %o projects elsewhere in Peru. Ccsts tended <o
higher during the relief and rehablli tation rhases when urge:
of work, particularly for restoration of product icn or protect

of healtu, required that the job be done as soon as massible ey
whatever mear.s were available. Further rumerocus praﬂisi@tai
measures had to be taken which were wiped ouf by subseqguent flccd
surges ar substantially duplicated with more definitive
replacement structures. For example, rcads were cleared of s11°
and ”ebrﬁs only to have as much if not more .Jdebris depositzsd
subsequent floocding. Temporary river deferses, even B5Hal
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bridges, were dislodged or destroyed “y :ililver surges. Such often
futile efforts added substantially to the cost of the Program.
Wwhile cost concerns had to vyield to theose of tiring, our
evaluation disclosed no flagrant disregard for cost factors in
taking emergency measures.

As for "he program's construction activities under more normal
circumstances, there are instances in which poor design and/or

supervision added substantially to cost of subprojects.
Particularly in the early stages, some contractors were able to
take undue advantage of inexperienced contract supervisors at the
CORDE level. Alsc, as the reconstruction pace guickened, market
forces of supply and demand tended to raise labor and material
prices. But here again we found no pattern of failure to enforce
reasonable standards of efficiency and economy in administering
the Program. Program organization and procedures described below
were reasonably devised to minimize contract cost.

Cc. Quality.

As indicated above, there were nctable examples of poor guality
constructio:. The Zanjon-Batan Grande bridge which collapsed
vefore completion, and the still unfinished Sullana sewerage and
water systems are but the most notorious examples of pocr guality
attributable to defective design or weak supervision of

construction. Our evaluation indicates that such cases may
fairly be considered aberrations within a program of many
projects, most of which were of satisfactory gquality. The

provisions for review cof project design and implementation, and
the technical assistance and consultant services to build nd
supplement CORDEs capacity were of a nature and amount reascnably
+5 be applied to such a program. To have spent more in an effort
+5 achieve the highest level of guality control would nct have
been worth the cost in money and time for the marginal benefits
to be achieved.

3. Housing assistance

The unprecedented rains and £floods in the north left 10,C0CC
families homeless: and, for 30,000 other families, substantially

damaged their homes and/or electricit cr other utility
connections. 0f immediate concern to AID working with the
Government, was the basic issue whether to provide ftemporary
shelter for the homeless. They decided against a temporary
shelter progranm, reasoning that in a relatively warm and
normally dry climate, even the poorest people can arrange
temporary housing for themselves. Their need £for help arises

more with permanent housing repair and reconstruction.

The next issue to be addressed promptly was whether the
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reconstruction program should include any special housing program

at all. Highest priority had to go to repair of economic
infrastructure, the irrigation systems, arterial highways and
farm toc market roads within the transportation system. of

comparably high priority was restoration of basic urban
infrastructure, with clogged and broken water and sewage systems
posing major health hazards. Diverting money, equipment, skilled
labor and management resources toward housing reconstruction
could bear a significant cost in delay of higher priority

projects. Moreover, housing for the poor is largely constructed
and repaired by the people themselves. Such housing is
relatively small and simple and susceptible to substantial self-
help input. Higher income families should be able to address

their own needs without support from the Government.

Initially, INADE and AID decided to help with repair and
rebuilding of housing by providing credit through existing
institutions, but without irect government invoclvement in
housing construction. $12.5 million of AID-guaranteed AID locan
funds plus $1 million of the project loan were channeled through
the Peruvian Housing Bank and Materials Bank tc provide credit

for reconstruction of housing and utility connections. The
Materials Bank share financed materials for repair and
reconstruction of housing. Also, AID grant/loan project funds

were channeled through the CORDEs for sites and services
projects.

As these credits began moving through the system, it soon became
apparent that they were not reaching all of the people who needed
help. Poorer people cculd not meet the credit wor\hAi ess
reguirements of the lending institutions. Pressure was buildil
from the affected municipalities and depariments refl ectiwg T
pressures from their constituents whose needs were not being mef
Accerdingly INADE and AID decided on additional measures
extend the reach of housing reconstruction assistance.

Using a $300,000 grant, CARE developed and executed an innovati
program of loan guarantees for people who otherwise would n
qualify for home reconstruction credit. Additicnal o;ogec* £
went to the CORDEs for rehabilitatisn and reccnstructicn =«
housing. In Lambayeque CORDELAM constructed housing at si=z
sites, five with traditional housing methods, one with state o

the art stabilized adobe, earthguake resistant methods develo

S

at the Catholic University. CORPIURA built housing at ten sites,
averaging about fifty units per site, using conventional adcbe or
cement block construction.

+
3

CORTUMBES attempted a more experimental approach, collabor

with CARE on project organization and the Materials Bank
credit. Over two hundred units were constructed using
traditional gquincha material of cane mixed with mud,
extending it use to the roof to minimize cost and use <o

(
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imported materials. The guincha was reinforced with wood and some
concrete mixed with the traditional mud. In the roof a sheet of
thin plastic was added between the reinforced quincha layers for
waterproofing.

Looking at the results, we must keep in mind that within the
emergency program context, the time for preparation and follow

through of individual housing projects was quite limited. The
more conventional projects were more successful in achieving
reconstruction program objectives. The channeling of a high

volume of credit through capable existing credit institutions,
such as the Natiocnal Housing Bank and the Materials Bank, reached

many people and in good time. The conventional housing went up
reasonably quickly and was, in general, readily accepted by the
people. With a minimum of preparation of the participants, the

sites and services projects were still relatively successful.

Even with the more conventional new housing projects, problems
arose where early participation of beneficiaries 1in site
selection and project execution was not obtained. With time
limited for community preparation, self-help participation in
projects was less than hoped for, but still reached levels of
about 70% on the average. The more innovative approaches, such
as application of the stabilized adobe earthquake-resistant
construction techniques, tended to delay construction.

The most serious problem was the failure of the experimenta!l
roofs in Tumbes. The technology involved had not been adequately

tested under conditions o©of heavy rainfall. The result of the
near 100% failure rate was that a promising concept of low-cost
roofing suffered a major set-back in acceptance which may

I

require years to overcome. Where massive destruction has creates
the need for a lot of housing in a hurry, visibility is high zn
the multiplier effect is strong for failure as well as success.
Applying new technology takes time: mereover the cost o
experimentation that goes sour can be much higher in terms =
lost credibility for techniques that otherwise might be

,‘};L

RIS 1]

significantly useful with further development. To add a touch
irony, the 1987 rains were uncommonly heavy, of the sort =ha-
might be expected once in twenty-five vyears. With luck, ;

roofs might have survived numerocus normal years, even in Tumbes.

Conclusions:

Our conclusions from the experience with the housing component
the program include the following:

1. Where there is need, and there are adequate resources already
available to address higher priorities in a reconstructli-
program, housing may and should be included.
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2. In an emergency situation where the need for housing is
urgent, use of existing institutions and conventional technology
is to be favored, assuming of course that the existing technology
is adequate for the circumstar.ces.

3. An emergency reconstruction program is not the occasiocn for
experimentation with new technology.

4. While the project with reinforced stabilized adobe was slower
to meet the needs of the homeless, the training of skilled house-
builders in these techniques should have a longer term payoff.
To gain it however, there must be follow up with the community in
promoting the desirability of such houses for higher resistance
to earthquakes.

5. To avoid fostering a dependency mentality among the low-
income beneficiaries of subsidized housing, a maximum of self-
help participation in lieu of payment should be sought. Although
such self-help participation takes time in working with the
community in project preparation and execution, delay is not that
critical a factor for permanent housing.

B. Southern region
1. Distinguishing characteristics

s noted above, the effects of the drought in the South were
fferent and produced different reguirements than the flooding

fu )

% 20 B M1

the North. Apart from dessication of pasture and cropland,
h drought left no physical damage, but instead substantial
eprivation of the 1882/83 crop. Turther, the farmers suffered
1%

eavy losses of 1livestock through death from starvation and
orced sale at low rices to accommcdate to drought induced
reductions in forage. Subsistence farmers were thus deprived
not only of the food for their sustenance, but also of their seed
and other resources necessary for planting the next crop.

a L JNe 2 O TS

Program objiectives

Accordingly, in contrast to the North, the objectives in the
South included: 1. generation of employment through civil works
to provide sustenance for subsistence farm families pending
return to producticn:; 2. provision to farmers of seed and such
other assistance as they might need in preparing for the next

2 To the extent that flock reductions helped relieve a

severe overgrazing problem, the disaster cloud had some silver
lining . Far better for the farmers, however, that flock culling
be other than by forced sale with market at bottom.
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crop;: and 3. water use and management projects to mitigate
drought impact as well as increase production during normal years
in that most empoverished region of Peru. Further, priority was
given to water use management in selection of employment
generating activities.

3. Program performance
a. Short term sustenance
(1) Employment generation.

To provide employment and food distribution for subsistence
farmers to sustain their livelihood, a substantial number of
activities were initiated relatively soon for repair, maintenance

and improvement of roads, irrigation canals, etc. These
activities were well calculated to respond to the need for
employment of unskilled manual labor. It appears that they were
substantially successful in meeting their objectives.

Unfortunately, however, the reporting system for reconstruction
projects did not specifically include periodic reports on the
number employed for each activity. It is difficult, even at this
relatively late stage in the Program, toc determine how many
people were employed and the proportional cost in money and,/or
food.

Recommendation:

)

nn

hg!
.-

In any future program where employment generation is
objective, the reporting system should provide current data
the number employed in the various activities within the progra
Only thus is it possible to measure the effectiveness an
efficiency of the program in meeting that objective.

2 0

o
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{2) Feeding and food for work.

The Program included some feeding activities, particularly during
the rehabilitation phase when there was either insufficient food
on the market or people were without means to buy it. Such
initial feeding activities drew heavily on food already in the
country for other types of PL480 Title II programs. The food
distributed by both US and Peruvian private volunta
organizations. In Piura especially, Peruvian private volunta
organizations composed of "Damas" or "Madres" were guite actiw
and effective in such emergency food distribution. Otherwise,
however, direct feeding as well as food for work, were used
principally in the South, and and the U.S. food assistance
administered exclusively by the four PVOs most active there:

Caritas, CARE, SEPAS and OFASA.

&
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The preferred alternative for food distributicn was food for
work: food for work avoids undermining the dignity of the
recipients through donation dependency. Focd for work, however,
has its own problems, and hence tends to be the last resort of
PVOs and other organizations when food is more available than

money. Ordinarily money for work is preferred by both the
administering organizations and the beneficiaries. Particularly
in an emergency situation, food logistics pose problems. Food is
much more difficult to move from country to country and from town
to town within a country than is money. To use food within a
country, the administering agency has to set up its own

logistical system which tends to duplicate in many respects the
logistical systems within the private marketing system. Food for
work programs, as well as other food distribution programs, tend
to cut into the clientele of local suppliers, often low income
people themselves depending on meager sales for their livelihood.

Southern Peru following the drought presented a r»ather special
situation, however, more appropriate than most for use of the
food for work concept. Foocd was needed by subsistence farmers
who ordinarily grew their own. Accordingly the provision of food
within a food distribution or food for work program was not
taking clientele away from local suppliers. It was meeting an
abnorma’ requirement not ordinarily served by the normal food
distribution and marketing system.

Even so the food for work programs as well as th food
distribution programs could suffer from failure to take advantage
of efficiencies of scale. Tt was not unusual for a PVO leased

truck half full of supplies to be headed for a remote lccation at
+he same time a private supplier was trying to put together a

truckload for the same destination. Alsc, we learned of some
failures of coordination between the PVOs administering food
assistance. Occasionally focd for work projects would be

prejudiced by an overlapping feeding program in which
varticipants did not work for their food.

AID entrusted food assistance exclusively toc the PVCs. This
caused resentment from the CORDEs, which resentment in turn
tended to produce friction and impair cooperation. In the case

of Caritas such friction aggravated preexisting mutual mistrust.
The CORDEs performed reasonably well in handling food assistance
from other sources. The AID mission suggests, and we concur,
that in any future reconstruction program AID should consider
channelling food assistance through capable government agencies
as well as PVOs.

1

Recommendation: Consider Government agencies for inclusion Iin
future feeding and food for work programs.
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b. Production restoration.

The second Program objective in the South was to help the farmers
restore their production as rapidly as possible. Potato is the
main crop, planted as soon as the early rains produce sufficient
soil humidity for seed germination. The normal growing season
runs from the planting season, mid October through mid January,
to the harvest season, April through June. The months of June
through October are generally too dry and too cold for any second
crops. Because the planting and growing seasons are in
different calendar <vyears the crop for a given season 1is
identified by reference to both years.

The 1982/83 crop was substantially lost because of lack of rain
throughout the planting and growing seasons . The 1983/84 crop
was about half of normal and the 1984/85 crop was cleose to
normal.

The 1983/84 crop was affected by lateness of rain. The drought
did not finally break until late December and early January,
leaving very little of the normal planting season. When the
rains did finally come there was insufficient seed. There was
virtually no seed stock left over from the preceding year. The
drought's continuation through most of the 1984 planting season
further depleted seed stock by discouraging farmers from keeping
seed potatoes that could also be eaten. Then after the drought
broke, those crops planted near Lake Titicaca to take advantage
of the fertile humid soils were flooded when unusually heavy
rains raised substantially the Lake Ievel. The rains were soO
heavy that many of the higher fields planted 1in potatoes were
washed cut as well.

Even for the 1984/85 season, which had more normal rains both In
amount and timing, there was some reduction in crop because of

shortage of seed. There had not been a normal supply of seed
from the previous years partial crop, and a contractor relied
upon *to bring potato seed from Huaraz did not perform well. The

BV0O's, however,were credited with excellent work in helping with
the importation and distribution of seed.

While the program for restoration of production in drought
stricken highlands was generally successful, there is still one
important lesson to be learned. Recovery of the 1983/84 potato
crop would have been stronger with an ample supply of seed stock.

Recommendation:

During drought special efforts should be taken tec build and
maintain seedstock supply through the very end of the planting
seascn, to be prepared should the drought break in time +



least some planting.

c. Water use and management.

In th~ course of the Program, irrigation projects may have
acquired a life and purpose of their own beyond the original
primary objective of providing useful results from employment
generating activity. Activities fccused on maintenance, repair
or modest improvement of existing irrigation systems seem to have
been relatively successful. Where more ambitious new irrigation
and water supply projects were attempted, the Program was least
successful and some serious problems arose.

Irrigation projects, even those relatively simple in design and

modest in propertion, require more time for appropriate
feasibility analysis and other studies, and particularly
preparation and follow-up with participant communities, than is
available within an emergency program. Further, the drought

afflicted highlands of the South were ©populated largely by the
culturally distinct indian descendants of the Incas. The history
of developmen* projects in this part of Peru is checkered with
failures resulting from inadequate consideration for the cultural
context. For the emergency program, fast track project selection
and implementation procedures were applied and proved inadequate.
We found irrigation canals in the wrong places, and sections of
major canal construction projects that may never be completed
because they bore excessive cost relative to benefits. Even fo

irrigation projects well completed, communities woirld >’
unprepared to put them to good use.

r
=]

Conclusion:

As distinct from the urgently required infrastructure repair Iino
the North and short term employment generation in the South, new
projects, particularly in irrigation, were not appropriate for =
fast track.

In fairness to INADE and AID, their first priority was not new
projects. Rather, need to provide employment in a hurry, an’
availability of massive funding for an empoverished region, dro =

the inclusion of new projects. Further, the obvious area for n=w
projects in the South following the drought was water use ani
management. Irrigation systems, wells and other means of mcr=
efficient water use could help maximize production in norma’
times and mitigate effects of cyclical dry periods. We ar-
informed that the issue whether to include new irrigatin:
projects was raised early in program design, and recelir='

appropriate consideration before the final decision to incluzs
them. We understand the decision was made with eyes open to tih-
risks involved, but with a willingness to accept such risks 1.
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the belief that the benefits would exceed the cost.

In our judgment, the experience tends to indicate otherwise. Tne
costs were greater than anticipated in terms of investment in
projects of guestionable selection, design and/or execution
because of inadequate studies and insufficient community
involvement in preparation and focllow up.

Such conclusions are easy enough to reach with benefit of

hindsight. We do not suggest that the Government or AID acted
unreasonably under the circumstances in deciding to include new
irrigation prcjects in the program for the South. Rather,

looking to the future, we suggest there is a lesson to be learned
from this experience, that new irrigation projects should be
reserved for situations which allow adequate time for design and
implementation. We note however that even within the emergency
context, certain irrigation projects included in the Program
might have fared substantially better with a relatively few more
months for necessary studies. See further discussion ot related
issues in IV.B below.

Recommendation:

For droughts, the immediate response tc provide sustenance
through employment should be directed at simple activities for
maintenance, repair and improvement of existing roads, irrigation
canals, etc. Drought mitigation approaches involving new
projects in irrigaticn in particular should follow a different,
more deliberate "slower track" for development and execution.
Adequate time must be provided for necessary hydrologic, eccnomic
and physical feasibility analysis and work with the participating
communities both at the preparatory and the follow-up stages.
Only thus may be gained adequate assurance that the project
design is appropriate and that the resulting investment will be
well used.

ITI. Organization and procedures
A. Government of Peru
1. Organization

To implement most of the national reconstruction effort, the
Government, with the support of AID, chose a two-level system
with the CORDEs as the primary implementing agencies and INADE as
intermediary/coordinator at the national level. Cutside this
system were those activities financed by the multilateral
development banks for restoration of damaged infrastructure I
the North. That reconstruction was carried out by the wvaricw
sectoral agencies in agriculture, transport, sanitation and

]
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electric power with whom the banks had been working previocusly.

a. The departmental development corporations ("CORDEs"”).
{1) Background

The departmental development corporations are the current
manifestation of the Government's decentralization policy. Es
implementing agencies, some of the CORDEs were new organizations,
barely formed, while others derived from one or more predecessors
dating back a decade or more. An institutional ancestor of
CORDEANCASH, for example, was CRYRZA, the organization for
rehabilitation and reconstruction of the =zone (mostly Ancash)
affected by the earthquake of 1970. That experience with the
prior disaster reconstruction made CORDEANCASH one of the more
effective agencies dealing with the current disaster.

As established in 1982 from departmental development committees
of wvarying competence, the CORDEs were responsible for
implementing investment projects in their respective departments.
The central government still held the power of the purse,
however. Except for those few departments, including Piura and
Tumbes, favored with mineral royalty revenues, the CORDEs were
essentially dependent on the central government for funds

Appropriations by the national assembly responded in wvarying
degrees to annual budgets submitted by the CORDEs.

{2y Strengths and weaknesses

As implementing agencies, the CORDEs offered the following
advantages: First, management and execution of construction
projects are clearly within their primary functions as
governmental agencies. They have flexibility to carry ocut suco
work by contract and agreements with other agencies, as well as
by direct administration or "force account.” Second, becauss
their leadership and management is closer to the affected
community than is the highly centralized management of th:
sectoral agencies, the CORDEs tended to be mcre responsive =

community needs and priorities. Since the CCRDEs in general werce
relatively new organizations, they tended to be less set in thelr
ways and bureaucratic in their workings. Also, In any e»e*f

they are smaller bureaucracies with l:ss bureaucratic iner ia.

The newness and inexperience of many of the CORDEs was alsc a
disadvantage tending to hamper response of many of them,
especially at the initial stages. Further, their closeness =7
community constituencies makes them more vulnerable to iocal
political pressures which can be a disadvantage when larger
issues are at stake.

After reviewing their performance, we conclude that the CCORIE:
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were the better choice as implementing agencies for the program.
Their performance may have been variable and far from perfect at
best, but nonetheless notably stronger than the performance of
the sectoral agencies. For development projects with substantial
technology innovation and/or system and institution building
aspects, where timing may not be as critical a factor, it may be
appropriate to wcrk with the sectoral agencies, particularly in
agriculture. Even in such situations, however, the decentralized
institutions are worthy of consideration.

Recommendation:

That the Government and AID plan to continue with the CORDEs as
the primary implementation agencies in any disaster
reconstruction program, especially where timing of response is a
critical factor.

{3) Internal decentralization

Many of the CORELEs established relatively autonomous
reconstruction program implementation units within the CORDE.
Such autonomy for the implementation uanit as a temporary
organization for a program of limited duration, facilitated
expansion of capability with contract personnel. At least some

of such contract personnel, with INADE ccllaboration, cculd be
compensated at levels adeguate to attract higher level
professional and managerial skills.

There was significant correlation between the degree of autonomy
of the impliementation unit and the performance of the CORDE In
Program management. Autcnomy helped shorten chains of command
and lines of vertical communication within the CORDEs. In sonme
CORDEs autonomy alsc bypassed unwieldy internail financial

management systems, ill suited to speedy Iimplementation of
emergency measures. On the other hand, locking to longer term

developmental effectiveness as distinct from short term emergency
performance, those CCRDEs whic integrated their implementation
unit into their permanent organization are more likely to kesep
the key personnel and sustain implementation capacity.

3

Recommendation:

That autonomy of implementation unit be encouraged for emergency
programs of short duration in which timing is critical.

4) Cooperaticn with PVOs

S

Despite the friction over food, more generally the Reconstructinn
Program in the Scuth did provide many occasions for the CTORDES
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and the PVOs to work together toward common objectives. &lso, In
the North, the housing projects in particular afforded similar
occasions. One of the favorable consequences of the Program

should be improved working relationships between PV0s and CORDEs
growing out of the mutual Knowledge and respect gained from such
work together.

b. Naticnal Development Institute {"INADE").
{13} Background
flood/drought rehabilitation and reconstruction program and a:

manage certain national hydraulic and other major special
projects in the highland and jungle regions.

INADE was created on June 28, 1883, to coordinate tt

INADE's Rehabilitation and Reconstruction Division reviewed and
approved subprojects submitted for financing with external or
reconstruction-bond financing, provided guidance and technical
assistance tc the CORDEs, including services of individual
professionals as well as consulting firms, and served as an

intermediary between the CORDEs and ministries and other agencies
of the central government.

2

Strengths and weaknesses

In choice of agency for the intermediation/coordination role, the
strengths and weaknesses cf INADE are somewhat similar to thos=
of the CGRDES. As a new agency, INADE was smaller and Iless
entrenched in its bureaucratic ways, and therefore in a position
to respcond more QUICkiY and flexibly to a new major task suddenly
thrust upon it. Also, as a new agency, INADE's status within the
naticnal bureaucracy was determined by the importance of the task
and leadership currently assigned tc it, rather than by any lower
hierarchical level pre-determined by its bureaucratic history
Most important, to attract and keep guality staff, INADE was
authorized to pay salaries above th Government's burccratis
norms.

Oon the other hand, INADE like the CORDEs brought rela
little experience to its rcle and reguired some time to ga
necessary staff and expertise for performance of that role.
of experience in the bureaucracy and consegquent absence cf us:
linkages with other Government agencies *equi”ed substan
investment of effort to establish useful working relationshi
particularly at the outset.
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role, it could alsoc have been

i nct well managed. That g
strong suppcrt given by toth the Belaunde and Carcia
administrations. Outstanding leaders were chosen and they In
turn hired excellent staff. The strength of the Covernment's
commitment and resulting gquality of staff and leadership Is
reflected by the low turncver of professional staff with change
>

of administrations. Such continuity of key staff contributed
substantially to the effective management of the program.

Conclusion: INADE thrived on strong support from above.

The Government further demonstrated its strong support for INAD
and the Program by delegating highly useful emergency authorit
to waive regulations normally applicable to pub4$c contracts an
procurements. INADE, in turn, demonstrated its worthiness o
such delegaticn of authority by being judicious in 1its use.
INADE leadership reccgnized that many regulations have basis I
reason. Particularly in the contract area, usual bi n
procedures tended to ensure guality performance at competitive
prices while protecting against fraud and cocllusion.

{3} Program coordination.

One weakness of the Government rec
it did not go far enough in

that 1 » placing al reco
activities within the coordination Jurisdiction of INADE

In the North, INADE jurisdiction included all reconstruc
financed by AaID and most of that financed by reconstru
bonds. Included were scme ac*tivities in *the Irriga
transport, power, and sanitation sectors carried out by sec
agencies under "convenios excarg@” hetween them and the O
Zxcluded, however, was the major peortion of the reconsiruct:
program for these sectors, finaﬁced by the IBRC and the IDB. For
these reconstruction activities, trthe sectoral agenclies
directly with the Banks without any coordin > f
Similarly INADE had no cocrdinaticon role 1 ‘ 0 medi -
pro’ect financed by AID from the reconstruc loan, =
by nich the Ministry of Health was t sert )

he medical
ko) 311

o
have saved at

t pa
mutilatera: bank financ
to meet certain cond



24

submission of design documents and assurance of adeguate

counterpart. In the reconstruction program generally, INADE
performed a useful role in expediting completion of plans and
specifications. Further, it appears that, with  proper

coordination within the Government, a substantial portion of the
reconstruction bond proceeds could have been credited against the
Government's counterpart obligation for the MDB financing.

These are but two of the more notable ‘examples where limitations
on INADE's coordination role may have adversely affected the
reconstruction effort.

Recommendation:

That in any future reconstruction program, the jurisdiction of
the Government coordinating agency should be defined to include
all substantial reconstruction activities.

{4} Continuing roles
{ - way 3
{a) EReconstruction programs

On March 1, 1987, the Government designated INADE as the agenct
responsibl for intermediation/ccordination of future disaster
rehabilitation and reconstruction programs. This desigrnation
takes advantage of the existing capability cf an organization and
procedures established for such role.

F-

arther it is comforting that, sc far a2t least, INADE retains its
other roles with respect to certain hydraulic and other =major
development projocts. One disadvantage of a permanent disaste
reconstruction agency is that the role between disasters may nct
have encugh substance or status to attract and retain the top-
guality perscnnel needed for a major reconstruction program. The
act that INADE does have other relatively impertant functicns

i

oo

S

managing major hydraulic and special projects is a definite
asset. It has enabled INADE to retain many of the key staf’f
members which it had been able to attract for the Reconstruction
Prngram.

Conclusicn: INADE is an appropriate choice for the coordination
role for future disasters.

{b) Preparation for reconstruction

In its coordination of the Program, INADE performed 2

par*zcular‘y useful role as sometime advocate, scmetime mad ator
on funding issues between the CCRDEs and the Ministry of Economy
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and Finance. Unfortunately, INADE's continuing functions betwee
disasters are not of a nature to sustain strong workin g
relationships with the CORDEs.

INADE could, however, assume a constructive role in preparaticn
for future disaster reconstruction programs. Such preparation
could include periodic sessions between INADE and CORDE
representatives to formulate, refine and adjust reconstruction

program implementation plans and procedures. It might be
difficult to sustain a lively agenda over an extended disaster-
free period. Over the short to medium term, however, there Iis

plenty of room for useful work on reconstruction strategies for
the different types of disasters prevalent in Peru. And in the
process INADE could be sustaining useful working relationships
with the CORDEs which would facilitate reconstruction response to
the next major disaster.

Recommendation:
That INADE assume an active role in preparation for future

reconstruction programs, and that AID provide material support tc
INADE in such role.

Disaster relief

o~
(ol

In this connection, INADE could also use the time between maj:

9
poot BY

disasters to develop close working relationships with Civi
Defense. The line is not always clear between disaster relief,
fer which Civil Defense is responsible, and disaster
rehabilitation and reconstruction for which INADE is responsible

INADE involvement is hardly necessary in rehabilitation and
reconstruction activities consequent to minor disasters.
Ordinarily management of such activities is well within existing
capability of the CORDE for the affected department. Where the

isaster is of such magnitude and scope as %to affect more than
one department or require continuing substartial involvement of
foreign donors in the rehabilitation and reconstruction phases
the necessary support and coordination roles seems clearly withi
INADE's mandate.

r
7 Ty
-d

Wherever there is likely need for INADE follow-up on
~ehabilitation and reconstruction activities, the more and sooner

INADE is brought into the relief phase, the smoother the
transition on a stronger base for the rehabilitation and
reconstructicon phases. Inclusion of an INADE representative on

the national disaster relief committee would help insure timelvy
involvement of INADE in the Government's response tTc major
disasters. It would also provide benefit of INADE's accumulated
experience and expertise in determining the Government's response
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to major disasters. The rationale for inclusion of CCRDE
representation on the Department Disaster Relief committee is
even stronger since the CORDE will almost inevitably be involved
in departmental rehabilitation and/or recconstruction activities.

Recommendation:

1. An INADE representative should serve on the national disaster
relief committee.

2. A CORDE representative should serve on each departmental
disaster relief committee.

2. Procedures
a. Project execution methods

The CORDEs executed projects by one of three alternative methods:
force account, agency agreement, and contract.

{1) Force account.
In construction by force account the implementing agency in
effect acts as its own contractor in hiring people and equipment

as necessary to do the work.

Force account construction offers the advantage of immediate
commencement of work without need for prequalification of

contractors, competitive bidding procedures, etc. The
disadvantage is that it demands more management from the
implementing agency. The agency must employ the labor, rent the
equipment, procure the materials, etc., and public agencies are
not often blessed with abundance of entreprenurial management
capacity. Moreover, they are often encumbered by unwieldy
procurement procedures. A further disadvantage of force account

relative to contracting is that the cost of the work is not
definitively determined in advance.

Assuming a reasonably capable implementing agency., and the
CORDEs had varying dJegrees of construction capability, force
account is more appropriate for smaller, simpler works for which
private contractors may be reluctant to mobilize and accordingly
charge high overhead. Alsoc, since a private firm prefers full
control over the people performing work for which the firm Iis
responsible, force account may be the more appropriate means cf
implementing a project with substantial community seif-help

involvement.

[2) Agency agreement
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"Convenio-encargo" or agency agreement is an arrangement by which
the implementing agency, in this case the CORDE, entrusts project
execution to another Government agency, usually a sectoral
agency. In the emergency program, convenios were also arranged
with municipalities, who in turn might carry out the project on a
force account or contract basis.

The convenio method offered the advantage of drawing on
experience and expertise for such projects within the sectoral
agency. Also <convenios with municipalities enabled the
reconstruction program to reach communities at such distance from
CORDE headqu=arters as to preclude effective direct management by
the CORDE.

The disadvantage of the agency agreement method of project
execution is the inherent division of responsibility. The CORDE
will intend the contracting agency to bear primary responsibility

for the project. Since the funds are coming from the CORDE,
however, the executing agency may look upon the project with
something less than a desirable degree of proprietorship. The

degree of supervision during construction and the extent of
maintenance after construction may suffer as a consegquence.

Conclusions:

1. The agency agreement method may be appropriate for major
public works requiring the specialized management expertise of
the public agency responsible for the particular sector.

2. Also for more remote municipalities beyond reach of effective
CORDE project supervision, agency agreements afford an
appropriate means for expanding program benefits.

3. Use of the agency agreement method is subject to the strong
caveat, however, that such arrangements mnmust learly define
respective responsibilities of the parties, particularly cost
accountability of the contracting agency.

O

{3) Contracting.

The third alternative is contracting with a private firm to
perform according to contract specifications. The contractor Is
reponsible for provision of whatever equipment, labor and
materials are necessary to carry out the work.

Contracting offers the advantage <¢f c¢cst determined before
construction, and by a competitive bidding process which shoulXd
insure reasonable price. Also prequalification procedures shoul’
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provide adequate assurance of quality of performance.

Contracting imposes less management burden on the implementing
agency than does the force account method. On the other hand,
contracting does impose a more sophisticated management burden,
that of managing contractors. As the reconstruction program well
demonstrated, weak or unscrupulous contractors can cause major
problems if their work is not properly supervised. Good
management systems and skills are needed to detect and obtain
correction of defective performance before the work is severely
prejudiced.

Another major disadvantage of contracting with private firms is

the time required by normal bidding procedures. The Government,
however, granted broad discretion for abbreviating such
procedures under the Reconstruction Program. Such waiver

authority was put to good but judicious use.

Conclusion: The contract method is to be recommended generally,
and particularly for large expensive projects reguiring
application of sophisticated equipment, specialized labor and
professionals, e.g. bridges, highways, larger irrigation
structures, water and sewage systems, etc. :

{4) Contract modes: design-construct

Ordinarily construction projects to be executed by contract ars
divided into design, construction and construction supervisicn

responsibilities. In the usual case construction is not
performed by the same firm that designed the project, and the
construction is supervised by a separate firm. Quite often the
design and construction supervision responsibilities ar~
perfcrmed by the same firm. In Peru however, a system I=
sometimes used in which design and construction are bol!
performed by the same firm, the sc called ‘“concurso oferta” or

design-construct method of contracting.

The design-construct method offers some saving of time in th=a-
the design and the construction need not be contracted o
separately. This method may also offer some saving 1in money *-
the extent that the knowledge of the project gained during des!i_:
can be applied by the same firm to the construction. v
disadvantage of the design-construct method is that it providesx
less protection from design error. In the usual case, where *th-
design and the construction are carried out by different firm:
the separate construction firm is in a position to detect an’
correct any obvious error in design.

The critical disadvantage of design-construct, or concurs
oferta as practiced in Peru, however, derives from the absence
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a pre-existing design. Absent detailed specifications with which
all bidders must comply, each bidder proposes a mere design
concept, each of which may differ significantly from the others.
This opens the bidding to subjective evaluation, which in turn
renders the bidding process vulnerable to nontechnical
considerations. Also, with but a vaguely defined design concept
to conform to, there is excessive leeway for the contractor to
reduce standards to the detriment of the project.

Conclusion: While the design construct method may cffer some
advantages for smaller low-cost projects of relatively simple
design, it is not recommended generally and definitely should not
be used for any large or complex project.

(5) Contracting for management capacity.

The CORDEs' Reconstruction Program experience exposed them to use
of contracts to expand their capacity to meet the needs of the
job at hand. They did so not only by using contractors to expand
their capacity for carrying out construction projects. They also
used contracts to supplement the CORDEs' managerial and
administrative capacity to handle the often substantially
increased workload of the Program.

Many of the CORDEs used contracts to add necessary professionals
and other staff to their project implementation units during the
reconstruction program. For lower level professional needs they
were generally able to get the people they needed for the period
they wanted then. There was no obligation to continue that
employment beyond the period of the Program.

In contracting for higher level skills and/or experience, CORDE
salary ceilings for contract as well as permanent employees were
often an obstacle. INADE was scmetimes able to help by
contracting within higher ceilings for stronger professionals who
were then detailed to more demanding CORDE positions.

INADE contracts were used to expand the capacity of the CORDEs in
certain other aspects. Cccasional bad experiences in Progranm
implementation impressed on the CORDEs the critical importance of
gqualification of project designers and construction supervisors.
To help CORDEs with design of projects within the Program, INADE
contracted private firms. Also some CORDEs used these firms to
supplement the capacity of the project implementation units for
supervision of construction.

Looking to the future, INADE will not be available on 2
continuing basis to contract higher level professionals for ths
CORDEs. To manage projects properly CORDEs must have either

higher, more competitive salary schedules at professional levels,
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or at least authority to contract professionals at highe
compensation for special tasks on a temporary basis. Such
authority can usually be rationalized on the principle that ths
higher salary compensates for lack of job security.

Conclusion: The reconstruction program experience was useful to
the CORDEs, exposing them to ways in which they could lock to the
private sector as a source of help. Private firms served the
CORDEs not only as construction contractors, but alsoc as
consultants to supplement the CORDEs' own capacity for design,
analysis and supervision.

Recommendation: That at least for emergencies, the Government
should authorize CORDEs to contract on a temporary basis for
higher level professionals at higher salaries.

b. Fund disbursement.

Among the more problematical factors in Program implementation
was the Government's reguirement of monthly subproject budgeting
and supporting accounts of expenditures on previous advances.
Grant proceeds were managed on a relatively simple and
expeditious basis directly by INADE. But for proceeds of
reconstruction bonds or loans, or counterpart local currencies
generated by PL 480 or program loans, the Ministry of Economy and
Finance required monthly budgeting and accounting submissions as
a basis for further disbursements. Such Government financing
also had to receive annual legislative approval through the
Government budgeting and appropriation process. This requirement
for time-consuming bureaucratic and legislative process was
further aggravated by need for supplemental appropriations. T
addition to a normal amount of project over-runs, severe
inflation of 100% tc 200% per ypar caused substantial over-runs
in local currency cost for virtually all subprojects.

=y
—

Such paper work reguirements on a monthly basis Iimpose
substantial administrative work locad. Any delays in, or prob
with, such paper work interrupted the flow of funds
subprojects with consequent delays in execution.
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The Government requires such monthly prccessing of funding
requests and disbursements 1ir order to keep expenditures in
line with income where cash flow is very tight. In such
situation, of course, tigut control cf expenditures is not
unjustified. Such justification does not apply with equal
force, however, for expenditures from dedicated funds
available in ample amounts to cover anticipated expenditures
over an extended period.
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Such was the situation under the Reconstruction Program with
the Government's contribution, as well as the financing from
AID and other sources. The AID funds were committed on a
no-year, length~-of-project basis; and the Government's
funding source was the proceeds of the reconstruction bonds.
Thus, both Government and AID funds were available in ample
amounts for medium-term project expenditure requirements and
could not be used for other purposes.

Accordingly, among Government preparations for the next disaster,
we suggest prompt adoption of special budgeting and accounting
systems for programs financed with ample amounts of dedicated
funds. Such programs could prudently be administered on a longer
cycle for budgeting and accounting paper work. A semiannual
cycle might have been feasible for the Reconstruction Program.
Even quarterly processing would be a big improvement over the
monthly requirement applied to the Reconstruction Program.

The same rationale applies to certain other programs financed by
AID and other international agencies. The rationale applies to
Government contributions only tc the extent that they are
reserved in ample amounts for a particular project.

With respect to loans, the Government might want tighter control
cver disbursement because interest starts accruing from the date
funds are drawn down by the Government. Certainly 1in an
emergency program, however, the cost of program delav
attributable toc monthly paper work requirements would cutweigh
any cost of drawing down loan funds slightly in advance of need.
Particularly is this so where the interest rates are Iin the one
to three percent range of concessional loans from AID and the

MDBs. Indeed, where such funds are drawn down somewhat Iin
advance of need, the Government may have ways of keeping them in
interest earning accounts. Such earnings could preserve or even

increase the value of the loan funding during the period between
receipt from the lender and disbursement by the Government.

Conclusion: Government monthly funding paperwork and procedures
imposed delays in project execution.

Recommendation:

That for programs where ample dedicated funds are available the

Government should consider lengthening the accounting cycle for
implementing agencies.

B. AID
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1. Organization
a. USAID organization.

To execute different elements of the Program, the AID Mission
organized in various ways. The program loan was managed by the
Development Resources office. Except for reconstruction uses of
local currency, which were managed by a new and separate Disaster
Relief, Rehabilitation and Reconstruction Division (DRR), the PL-
480 food assistance was managed by the Program Office. DRR also
managed the $60 million Rehabilitation and Reconstruction Project
loan/grant except for the health component managed by the Health
Nutrition and Education Office, and the Materials Bank component
managed by the Housing Divisicn. The Housing Division also
managed the Housing loan guaranty program. For further detail,
see Table 1.

b. The Disaster Relief, Rehabilitation and Reconstruction{"DRR")
Division.

The DRR Division, was at the fourth 1level of the Mission
hierarchy. The Division Chief reported to the head of the
Development Resources 0ffice, who in turn reported to the Deputy
Director, who in turn reported to the Mission Director. The DRR
division, which employed over 30 people at its peak and will
disband at program's end, was almost totally staffed by
contractors, as distinct from U.S. direct hire personnel. Even
the Division Chief, who carried the USAID title in spanish of
"Jefe del Programa de Rehabilitacion y Reconstruccion™, was alsc
a contractor. DRR, which included its own complement of
agricultural technicians and financial analysts, as well as 2
thoroughly computerized project monitoring staff, was by far the
largest single division in the AID Mission. DRR alsoc depended
for technical and administrative support on other mission
cffices, including the Engineering Division, Agriculture Offic

Executive Office and Controller. The DRR complement cf
agricultural technicians and the three project funded engineers
assigned full time to the project spent virtually all their time
outside the office working with INADE and the CORDEs. The
financial analysts were also working in the field much of the

time.

c. The AID Project Manager.

It was logical to use contractor personnel toc staff the temporary
ary

[

USAID office responsible for managing the tempor

Reconstruction rogram. The head of that office, however,
ideally should have been a direct hire AID foreign service
officer. Under the applicable U.S. Government laws and

regulations, there are certain authorities in agency decision
making and document signing which can be exercised only by

]
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direct hire person and not by a contractor. On the AID side at
least, the USAID division chief/project manager was perhaps the
most key person of all in the performance and ultimate success of
the Program. It was awkward that he should be encumberesd
unnecessarily in the performance of his responsibilities.

The evaluation team did not determine the precise nature and
extent of the Mission and AID Washington efforts to identify a
division chief/project manager from among AID direct hire foreign
service personnel. We do know, however, that relatively early in
the proceedings, and timing certainly was of the essence, the
Mission sought the best qualified person it could find on a
direct personal service contract basis. Within three months it
had an outstanding professional, with extensive AID experience,
on site in Lima ready for a three-year assignment.

The DRR Division was in many respects a mission within the
Missicn requiring managerial and leadership abilities comparable
to those of a mission director. In putting together the
remainder of the Mission program management team, the Program
Manager selected well. Sound principles of business management
were applied in the organization of the team and management of
its program. The program management team was expanded as
necessary to meet program needs, but never to such size as to be
unwieldy.

The division chief,/program manager was situated seemingly low in
the Mission hierarchy compared to the Program's importance.
Nonetheless, he and senior Mission management saw to it that 1
general, major program implementalion 1issues were prompt!
addressed. Meanwhile, such organizational arrangement helped

*y
ii

3 W

regquirements of Mission operations. The practical problem
limited signing authority was addressed by a close workin
relationship with the head of the Development Resource coffice, =
AID foreign service officer who did have necessary signing
authority.

A TN

Conclusions: A program of the size, complexity and importance =~
the Reconstruction Program regquires a high level of leadershi;
and managerial ability. Knowledge of AID is also important. B
direct hire AID officer is preferable if readily available. oo
an emergency program, if the managerial and leadership streng®tih .
are not readily available in a direct hire, they should be sougl.®
through contract.

d. Program coordination

One disadvantage of the DRR Division location within the Miss:
hierarchy was that it did not give the Division Chief as m:-%
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"slout"” as needed to coordinate Program activities managed by
other Mission offices. This could have been a factcr in *<he
problematical performance of the health subproject. Possibly
also, closer coordination of food assistance would have been
achieved thereby. 1In general, however, regardless cf theore**cai
hierarchy, the USAID organization was small enough, and the
actors able enough that the more critical concerns were

communicated and actions timely taken.

The USAID/Peru organizational arrangement is not necessarily =&
model for future reconstruction programs. In organizing a
Mission for a reconstruction program, as in other aspects of
Mission organization, there must be flexibility for adaptation %o
the strengths and weaknesses of the wvarious individuals and
offices involved.

e. Technical assistance.
(1) Amount and nature
{a) INADE/ CORDE "advisors".

Among the issues to be faced immediately in a reconstruction
srogram is the need for technical assistance and the amount an
type thereof. In the "El1 Nino" Program, the USAID injected a
heavy component of technical assistance. Indeed, of the first
$13 million authorized under the project lcan/grant, Iess than
one third was directed to financing of subprojects. The rest was
allcocated to technical assistance and administrative support. In
fairness, the USAID contempiated substantial additi
subproject financing from both AID and GOP sources. The £1
allorcation to technical assistance was intended o cover
whole program, of which the amount served by such technic
assistance eventually totslled close to $200 miilion. By
standard, however, the $8 million allccated to {inancing
technical assistance for INADE and the CORDEs was high.
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Yarious types of technical assistance were Iinance
program. The financing of local consulting firms to
capacity of the CORDEs for design and supervisi f
was relatively noncontroversial; indeed we strongly

as a model for future reconstruction programs. :
controversial element of technical assistance was the group =of
nine departmental advisors, plus the envircnmental and irrigaticn
advisors.

This team of "technical assistance” personnel worked wirtually
full time with INADE and the CORDEs. The team included ons=
"advisor" assigned full time to INADE headqguarters in Lima
‘ne departmental advisors attached to the various CORDEs ou

of Lima. There was only one adviscr per CORDE for
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departments with the largest programs. Other departmental
advisors were assigned to two or three CORDEs depending on the
size of the departmental programs. In addition there was an
irrigation specialist, and an environment specialist whose

clientele included INADE and all CORDEs requiring their services.

This group of technical advisors was employed not under a single
institutional contract, but rather all were hired under personal
service contracts with the AID Mission. They were recruited by
the AID Mission in consultation with 1INADE, employing the
services of an IQC consulting firm to screen applicants.
Tnitially all were expatriates, but, in the later stages of
program implementation, three Peruvians were hired to £ill
departmental advisor roles.

Against this technical assistance team in particular, it can be
argued that Peru had ample capacity to administer repair of
damage to existing infrastructure without a lot of outside
technical assistance. Because of the nature of such repairs,
there was little technical innovation involved and, in general,
rather straightforward engineering, construction and supervision.
0f the administering organizations, however, INADE was new and
the CORDEs had varying degrees of experience and capability, some
of them with histories nearly as short as INADE's. Further, we
heard general agreement among INADE and the CORDES as well as AID
that the technical assistance helped substantially in expediting
the program. and., for an emergency program especially, heavy
weight must be given to timing of performance. We note, however,
+hat the mcst time sensitive of all recenstruction work, the
restoration to function of the northern irrigation systems on at
least a provisional basis, was 85 percent complete by April 1984,
at which time the INADE and CORDEs advisors had barely arrived.

The rather substantial investment in such technical assistance
represented a conservative approach in helping ensure that &

;b)«a

£,
program was not delayed by institutional and system weakness thaz
.could be addressed by such assistance. In the special
sircumstances of this Program, with relatively inexperienced and

unproven coordination and Implementation Iinstitutions, we
find that such amounts of technical assistance were exce
Tt should not necessarily., however, serve as a model for futurs
emergency reconstruction programs.

N ) b

Conclusion: The level of technical assistance was justifi
given the nature of the program and the implementing agencies.

L)

{b) Nomenclature v. substance

Among the problems for the CORDE "advisors” was the misuse of
term Tassessor"”. Their intended work was coordinaticon
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bureaucratic trouble shooting/exzpediting. Although some did have
professicnal credentials, they were hired as generalists rather
than professionals or technicians. Acccrdingly, their titles may
have lead at least some CORDE management and other perscnnel to
expect toc much of them in the way of professional or technical
expertise. This likely caused use of them as "advisors", other
than as intended, with consequent shortcomings and loss of
respect. We suspect that this factor accounts at least in part
for dissatisfaction expressed in some CORDEs with performance of
their "adviscrs."”
Recommendation:
1. Use a more ccurately descriptive term than "advisor” or
"assessor” when the role is more in the nature of
coordinator/bureaucratic expediter.
2. Since the function of such ‘'cocrdinatecrs" is largely
management system trouble shcoting to assist in identifying and
removing bureaucratic obstacles, business administration

expertise and experience, along with knowledge of AID and
relevant overseas experience, should be weighted heavily in

{r~) Environmsntal advisor.

we question the need for a full-time American environmental
dvisor for the Program. The Mission justified such
snvironmental advisor as iInsurance +that the program not bke
delayed by environmental issues raised at critical times In
project design and execution. S could i

in which the repair cf an exi
envircnmental issue. For a
concerned with repair of p
appropriate to make a blanke
?hcre were no environmental

¢

e program in the South involw
ubstantially conce”ned with wat

pl itation nd conservation of
nvirconmental counsel was app
provided as needed by consultant
at less cost. And as discussed
n

necessary consultant services
Peruvians as effectively and at
long term developmental conseguences.
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{29 Scurce of technical assistance
{a} INADE/CORDE advisers.

Accepting that the team of departmental advisors performed =a
useful role, there still remains an issue as to their scurce.
The Mission initially contracted for all departmental advisors
from the United States. The United States is an supensive sourcs
cf technical advisors. The average cost of providing a U.S.

professicnal in the field, including allowances overhead, etc. is
usually well in excess of $1002 thousand a vyear.
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cocrdinator/facilitater roles =

country it is more difficult for =

cr, egually important, have the I

dealing with controversial i T er
coordinator/facilitator role calls for a certain willingnesszs -
take on The establishment or the system in cenfronting specis
problems or problem pecople cbhstructing execution of the progr:s
In the usual case, this Is probably easier for somsons who b



come from outside the counitry and will return to a home and
career outside the country, than £for someconc who will hawve <o
live and work with the system and the people involved Iin the
& .

future.

2

In pract.ce, it appears that the performance c¢f the Peruvian
departmental advisors compared faveorably with that of the foreign
advisors. The "advisory team" leader suggested that a mized team
with at least a majority of Peruvians would have better combined
the strengths of domestic and foreign sources in this situation.

Conclusion: The <coordinaticon/facilitation team would have
performed comparably well at less cost with more Peruvians.

Recommendation:

The need for foreign source adviscry personnel should be fa
early in the design of an emergency reconstruction program, wi
special consideration for the specific type of assistance needed
and the context in which it would be furnished. Host count
rsonnel should be favored unless the foreign source provides

z

clear advantage; 2and even then, cemplimentarity of respective
strengths and weaknesses within a mizxed team should be sought.

{by Technical adwviscrs.

In any event, for the technical adviscr: in environment and
irrigation, the arguments in favor of foreign adviscrs dc nnot
apply with substantial force. There is an abundance of capab s
irrigaticon expertise and experience available in Peru, on eith-:
a long or shori-term basis to meet virtually any reguiremen®
While expertise on envircnmental issues is l1sss abundant, It I
available in Peru. Moreover, such use o0f the avalilahl:
environmental expertise would add to its credibility in Per
thereby strengthening its Influence after this progranm Is dons
Conclusion: U.S. scurce for technical advisors o the Progr
was not necessary.

Recommendation: That AID use host country tTechnical experti:-
whenever appropriate and otherwises Ifeasible.

2. Procedures

FF
[3
1))
45
vy
(8]
19)]
"
4}
£
=
1]
L1
1)
<
Y
¥4
[
o
i

Procedures for administration of
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ndicated above, certain aspects of the rogram  wWere
administered within the AID MlSS$OW s normal program. hes
included the PL 480 Title I and Title II and Health components.
Except as discussed above with respect %to program coordination
and below with respect tc the health component of the program,
these procedures were not considered to present substantial
issues. The system of particular interest for this evaluation is
the sorewhat special system developed for management of the $60
million Disaster Relief and Reconstruction Project Grant/Loan and
alsc applied to much of the local currencies generated under the
PL 480 programs.

a. Project selection and definition.

The project grant/locan included a mixture of project financing
and program financing concepts often applied to intermediate
credit institutions where the specific subprojects tc be financed
are not known at time of obligation. The program to be financed
is defined in terms of illustrative activities and the criteria
to be applied in selecting projects.

In this case the AID financed program was to be executed by =
CORDEs, using INADE as the intermediate institutiocn. Tn t

T ae
Project Paper, subprojects tc be financed were identified Ly an
illustrative 1list adapted from the Government's survey of
disaster damage along with subproject selav+1u“ criteria and an
order of priorities. The Government Institute for Nationsz!
Planning had determined the glcbal eeﬂs by survey of zffectad
departments backed up by the AID MASSlOn S Oown surveys. In
implementation o f the Program more specific needs and

determination of pr
*h responsibility

orities within the affected departments was
Ey +

1 .
with USAID concurrence.

the CCRDEs, subject toc approval by INATE

The subproject identification and approval process evclved inta
three distinct steps. The CCRDE ahbﬂltt@d roject concepts fo
spproval in principle as
jenu; ied and approved In
necessary subprocject plans,
certified by "Form C". Anv

baRi]

apprcval as "Form D

b. Disbursement

Upon INADE USAID acceptance of "Form C", first disbursemen
could be made tc the CORDE for contractor mobilization or
other advance. Subseguent disbursements to th CCRD
depended on either contractor progress reports r contracts

or, for force account work an accounting for naat advances.
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Hobbling the project approval and disbursement processes,
particularly at the outset, was the relative inexperience of
INADE and many of the CORDEs. To help address this inexperience
AID conducted extensive training programs for INADE and the
CORDES in dealing with AID requirements and procedures. Most
important, these were conducted at the very beginning of program
implementation, and by USAID personnel expert in subject matter
and fluent in Spanish. Also, the departmental advisors acted as =z
nexus between AID and the CORDEs in helping the CORDEs to meet
AID's requirements.

At the start of the Program, the USA:D Controller Cffice was
short handed and caused delays in fund disbursement and project
execution. This problem was addressed initially by giving
highest priority to DRR documents and somewhat belatedly by
substantial expansion of th Controller staff. Some TDY
assistance was obtained 1in the interim. Then, as paperwork
backed up both at the CCRDES and Iin Lima, AID hired financial
analysts on the DRR Division staff and sent them into the field
to help the individual CORDES at their own offices in review and
processing cof disbursement requests and backup documentation.

facilitate disbursement of lccal currency, the USAID was giliven
nd extensively used "emergency  disbursement” authority.
wever, exercise of this authority often was hampered by Embassy
in cashing prepositioned dollar checks. There was notable
in priorities between the USAID controller seeking
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disbursement and the EmbaS”y Budget and Fiscal TFflf‘

ing maximum local currency return for dellars In a highl
ationary sconomy.
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CORDEs  wvaried in their ability <o meet AID =2
bursement reguirements; some were mor innovative than
borrowing among accounts to avoid delays in project execu
me never completely succeded in mastering AID and GOP pap
;qv;-ements, But in general, with gocd instruction, a:

ntermediation, and accumulated experience, most CFRDES SUT
mastering these requiremsnts and reducaug tc a minimum
project executicn because of delays in disbursement.
valuation tfteam's vwvisits and interviews, which extendesd
Jirtually all of the participating departments, we heard
complaints of unreasonable paperwork requirements by ATD.
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Conclusions: The following measures were significant factors I
reducing program implementation delay:
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3. Assistance from USAID financial analysts in the field.

4., Expansion of USAID Controller staff to meet emergency program
requirements.

Recommendation:

1. That such measures be timely incorporated into any emergcncy
reconstruction program, and addressing Government as well as AID
procedural requirements.

2. That, for any emergency program, the Ambassador duly instruct
the Embassy Budget and Fiscal QOffice on foreign policy priorities
in generating local currency with dollar checks.

C. Procurement.

{1} Services - technical assistance.

In contracting the INADE/CORDE "advisor" technical assistance
team, the Mission <chose to use separate personal service

contracts rather than a single institutional contract. Personal

service contracting reduces apparent cost by eliminating
ontractor overhead. However, such use o©of personal service

contracts adds %o Mission overhead certain costs which would
otherwise have been borne ULy the firm centracrt. Accurate

allocation of Mission overhead costs to the personal sertic

s \ *T’

contracts would increase the c¢ost per year per consultar
substantially closer to the cost under an institutional coutra»~.

*.J

Q;.

Further, use of an institutional contract would have facilita

apropriate charge to project funds of project costs. Dthevwise,
the indirect overhead costs for the perscnal service contracts
are borne by the AID operating expense appropriation which is
usually very tight.

Apart from financial cost, individual personail service
contracting imposed a continuing cost in terms of time and energy
of USAID support and supervisory staff. Further, this nranagerial
cost extended right up to the project manager and missicn

director's office during a period when their managerial input was
at a premium for other aspects of program management.

A single institutional contract would also have facilit
clearer definition of lines of command and communication betwe=n
the CORDEs advisors, their "team leader”™ at INADE, and the ATD
prciect manager. The situaticn was pregnant with potentia or
conflicting guidance and voids in communicati
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responsibility. The fact that this arrangement was made to wo rk

by some outstanding people does not argue against avoidance
future reconstruction programs.

Conclusion and Recommendation: For technical assistance missiocns
of this size and nature, an institutional contract is to be
preferred.

(2} Commodities

{a) Vehicles.

i. U.S. prccurement.

Early in program execution the Government and AID identified the
need for vehicles for mohility of INADE and CORDE advisors and

project supervisors. The AID Mission and INADE agreed to import
the wvehicles from the United States with financing from the
project lcan. Although more vehicles would have been useful, the
ATD Mission decided to cut the number back to seven, two for
INADE and five for the CORDE advisors. {The wvehicle for the
sixth CORDE advisor was provided by that CCRDE from its own
vehicles). This cutback kept the procurement within the $100,00C

limit on the AID Mission Director's authority to waive certain
time consuming competitive bidding reguirements.

les arrived at Callan in March, 1984 shortly after ths
crs had arrived during January and February. The wvehicles
then held up in Peruvian customs for five months because of
mbination of factors. During part of the pericd the custom
was on strike. Also, because the vehicles were finance
loan rather +than grant funds, certain special yroceﬂﬂr
were required within the Peruvian Government:; and INADE lac
experience in dealing with these requirements.
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Local procurement.
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8y early 1984, with expansion o©of the program o sixteesn

departments from the original six, it was obvious that many mcr=
vehicles were needed. CORDE supervisory personnel as well as the
adviscrs needed vehicles to oversee the Program properly. INADE
and AID determined that at 1least &5 additicnal vehicles were
required . Procurement from the United States was consicdered an:a
rejected not only because of the experience with the ini ~
seven vehicles, but also because of concern for the pu
relations image in Peru of 50 foreign vehicles arriving en m
during a period of austerity. Accordingly it was agreed

each CORDE would purchase Iits own wvehicle reguirements w
country wusing local currency proceeds of the PL 480 Ti=
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credit.

Here again, however, the loan rather than grant source of
financing introduced complications. As proceeds of a loan, the
local currency had to go through the Government's entire budget
and funding procedure right through to appropriation by the
national assembly. The funds were not available until November
1984, the vehicles not purchased until December 1934, and not
ready for use until January 1985, about a year after *he need was
identified.

Meanwhile to avoid project problems from inadequate oversight
pending acquisition of vehicles, the Mission encouraged INADE to

lease vehicles with program funds. Heavier duty vehicles were
either unavailable or available at seeming unacceptably high
cost. Some CORDEs followed a policy of vehicle 1leasing as

necessary with considerable success, while others either could
not or would not.

Conclusiocn: Project supervision was impaired to some degree Dy
a lack of mobility for supervisory personnel, and that lack of
mobility was caused by avoidable delays in vehicle procurement.

Recommendations:

1. Where timing is critical, for a program of relatively short
duration, vehicle rental should be considered immediately as an
alternative to vehicle procurement. In any event, where thers [
urgent need for vehicles, rental should be considered pending
delivery o©f purchased vehicles. Iin weighing rental cocst, there

]

must be due consideration for program cost cf lack of vehicles.

{

2. Where procurement of vehicles from the United States I~
I

preferable, the Mission should seek waliver authority from AID

Washington to provide adegquately for program needs with a minimnz

of delay. This is an area where *he predetermined reconstruc=i

program waiver authority recommended elsewhere in this evaluat!:

would be particularly useful.

3. Where in-country vehicle procurement with lccal o <
appropriate, such procurement would be simplified, iIn Peru
least, and quite 1likely in most countries, by using the 15 =
currency proceeds of Title II grants rather than Title I credi-.

iii. Legality/propriety of wvehicle procurement with commocdl-
import generated local currency.

The use of local currency to purchase in Peru vehicles assembt -
in Peru <from components produced abrcad raises an i

ifi
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concerning propriety of such financing. The assembly of the
vehicle in Peru provides a certain amount of value added in Peru,.
Still most if not all of the components are imported from abroad,
making the vehicle predominantly a foreign exchange cost rather
than local currency cost of the Program. Such 1local currency
expenditure acts to expand foreign exchange use by the country.
This effectively cancels pro tanto the effect of the PL 480
dollar credit or grant, as the case may be, in helping close the
country's balance of payments gap.

Such use of PL 480 generated local currency also raises an issue
as to appropriate use of foreign assistance funds. In effect U.S,
foreign exchange financing is being used indirectly to finance
inelegible foreign exchange costs. In our own legislative
process the Congress each year determines through appropriation
the amount of foreign exchange costs to be financed through the
foreign assistance program. The financing of foreign exchange
costs with local currency generated from PL 480 and other
commodity import financing effectively expands the foreign
exchange financing provided by the foreign assistance program.
Without pretending to offer the last word on the subject, we
suggest that it raises a policy issue and possibly a legal issue,
that should be addressed by the appropriate policy and legal
offices in AID.

Recommendation:

PC ffices determine the extent o
which local currency generated by comm dity import p“ograms may
legally, and should as a matter of policy, be used to inance
foreign exchange costs within Lountry.

That AID/Washington GC and P

o

i) Medicines and medical eguipment.

Delays in certain medical procurement have been described and
analyzed at length in an AID/IIC audit “epcrt and in the USATID
ragponse thereto. The AID response Iincludes a good presentati:n
sf lessons to be learned. In gene al, the complexities and
nroblems of medical procurement are similar to those cf vehicle
procurement. There are, however, some notable differences worthy
of further discussion.

The project paper for the Octeober 25, 1983 project grant lcan
amendment identified $600,000 to finance purchase fcr the
Ministry of Health of ‘"emergency"” medicines, vaccines, and
nutrition monitoring and basic health equipment. This allocation
addressed increasing incidence of malaria, tuberculosis, gastro-
intestinal an skin diseases as an termath o©f the earlier

flooding in the North. The Mission and the Ministry of 1
Epidemiology Division worked on the proposal through April
P g
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1984 when a sub project agreement for the $600,000 was executed.
The agreement provided $500,000 for procurement cf medicines and
equipment from the United States, $60,000 deollars for procurement
within Peru and $40,000 for training.

The AID Mission did not seek waivers for the procurement; normal
procedures for U.S. procurement were followed. Arrival in Peru
averaged 3 to 6 months from initiation of procurement, one
malaria drug taking eleven months. Upon arrival in Peru the
medicines and equipment languished in customs for an average of 7
to 4 months, with considerable loss through theft. Upon release
from customs most required from 3 to 4 months on the average for
delivery to the disaster area. Meanwhile the Ministry of Health
failed tc take any action on the $60,000 of procurement from
within Peru.

Review of this subproject indicates several organizational and
procedural shortcomings which should be avoided in future
reconstruction programs. First, as to organization, there was
notable failure in both the Government and AID to fix project
responsibility on individuals with the time and/or authority to
keep the project moving. Project responsibility was accepted for
the Government by the head of the Epidemiology Office and for AID
by the head of the Health and Nutriticon Division. Both appear %o
have been too preoccupied with other matters to give this
emergency project implementaticn the sort of persistent day
day fcllow up that it required.

;

Further, neither the Government nor AID involved any
representative from the affected regicn in project developmen®
and execution. Such participation might have contributed not
only to 2 better sense of priorities within the project, but als~

surely *to a greater sense cof urgency. Such a local representative

nas ¢to live on a day to day basis with the problem to be
addressed. The consequent sense of urgency should help expedite
project implementation generally, and particular those actinns

to be taken in the affected area where dch representativea.
themselves have capacity to act.

i

Also notable with the medical procurement, as with the wvenlicls
procurement, was the failure to take advantage of fast fra~
waiver authorities available at Washington as we.. 2

levels. This failure is surprising in view of the ocut S
performance of the Mission and its Health Nutrition and Educaticn

office in expediting $100,000 of medical procurement within =
month at an earlier emergency stage.

The project may have been adversely affected by excessive
funding. Such availability permitted inclusion of relatively low

priority items within the overall procurement. Such
likely interfered at 1least to some degree, with expe
procurement, processing and delivery of higher p i
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Finally, and perhaps most imporfan was the ever present
obstacle of the Peruvian customs, hlcﬂ in this case conitributed

an average three to four months delay in delivery alcng wit

1

substantial loss from theft.

Recommendations:

The Government and AID should take the following extraordinary
rganizational and procedural measures to establish a fast track
for emergency procuremrent in reconstruction programs:

1. On both sides responsibility for project implementation
should be clearly fixed on one individual with authority and time
to follow up on necessary actions.

2. In developing and executing the project, representztlon of
the affected area should be included.

3. The responsible AID and GOP cffices should meet periodically,
at least monthly, Juring project implementation to assure that
problems are identified promptly and measures timely taken to
address them.

4. The amount of project funding should be determined by the
amount of high priorit needs *to he addressed, keeping in mind
that inclusion of lower priority items may delay  acticn on
highest priority items.

L

5 In its fast track procedure, AID should take full advantage
of available waiver authorities.
6. The Government should establish a system for expediting
emergency commodities through customs. This could include code
and/or special color designations for emergency procurement
commodities. Possibly special expediters should be contracted
with project funds. In one way or another, this perennial
problem should be addressed Immediately In preparation for the
nexL emergency.
d. Project monitoring
The monitoring system for those pcrtions of the Procgram assigned
to the DRR office was remarkably thcrough and current, well
designed and operated to identify and address problems promptly.
The same cannot be said for those portions of the Program
administered by other offices in the mission. Some were well
managed; others less so. But we £found no system c¢f periodi-
accountability whereby senior Mission management would | br
promptly alerted %to problems. The health project problems ZIaor



47

example would have been identified for attention more promptly
with a guarterly or even semiannual detailed program ceview,
Even before the long drawn out procurement was initiated, this
purported’y "emergency" subproiect had languished fcr more than
half a year between authoriz tion and execution of subproject
agreement.

Recommendation:
Mission management should review all major elements of a
reconstruction or other emergency program on at least a quarterly

basis.

e, Donor ccocordinatiocon

During the early stages of relief response to the Nino Disaster,
assistance came in from many directions. The Governnent called
numerocus meetings to explain the Peruvian predicament and sclicit
assistance. For the major reconstruction effort, however, the
major donors scon shoock down to a relatively small group,
including the World Bank, the IDB, AID and Germany. As it worked
out, each donor financed activities related to those of other
donors. Further, AID contributed some financing direc
projects of each of the other major donors.

s with IDB and USAID officers indicate that no
liq ting mechanisms were established. Ra
ion was oachieved through informal contacts "as needed
ontinued its usual practice of having its visiting tea

ID, and informal contacts were sustained at both st
icn management level. Our interviews indicate that,
as far as IDB and AID were concerned, such manner
v of donor ccordination was considered satisfactory.
presentative did, however, drop the observation that
on the first notice c¢f AID financing for a particular
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Further, we were informed that the Government had lost about
million of available emergency fin c1ng from the Banks be
of lack of timely contrib ution of counterpart funds
preparation of implementation plans and specifications. This was

ttributed to weakness of the responsible sectoral implementin

agencies. It is possible, however, that, had AID been timel
alerted to the problem, AID working with INADE might have bee
able to help address such short-comings. Certainly AID’'s chances
of timely notice of such problems could have been enh“n:eﬁ ehts
more regularly scheduled coordination sessions with the oth=»
donors.
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We dc not suggest that lack of closer coordination was
necessarily causal of such loss of funds. We do sugges™t,
nowever, that the informal contacts, which are wvaluable in
themselves, be supplemented rather than displaced by more
structured periodic consultation among donors. Such session
could not hurt and might be of help in ensuring complementarity
of donor programs and gaining maximum impact from limited
resources. Needless to say, this observation applies to normal
development programs as well as emergency programs, but
particularly to relief, rehabilitation and reconstruction program
where timing is of the essence.

tof

Recommendation:

AID should seek more regular and systematic coordination
relationships with other donors, particularly during
reconstruction programs.

IV. Program design issues
A. Project ws. program financing

The bulk of the AID financing fo
580 million Project Lecan./Grant b

a subsegquent $60 million “ogLa n

Thus AID chose to sequeqce its th B
loan/grant first and the program lcan s watively, A
could have provided the program Ioan first and the prole -
grant/loan second.

Certainly by mid 1983, the massive loss from £flood damags -
cotton and other export crops provided adequate justification °
the foreign exchange component «of a program lIoan. Further =
predominantly local costs of coenstruction for repair of dam=
infrastructure would have readily absorbed the local curr
proceeds of a program loan.

The practical advantage of the program fi cing approach is tha:®
the local currency proceeds could be used to cover local costs 7
the reconstruction program by attribution h ‘
deeper AID involvement required for iancing of
projects and subprocjects. No time would be required to builr
USAID project monitoring staff or to contraﬂa
assistance and training to builid the capacity of 1im;
agencies toc handle AID project management reguirements.
would be avoided th risk c¢f project delays while Peru-i:
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implementing agencies learned such procedures on the job.

*”h

The Immediate requirements for provisional restoratic >
irrigaticn function and even the more definitive irr 1gat1@n and
other infrastructure reconstruction in the HNorth, were
essentially repair projects. They did not call for technology or
construction capacity that was nct already presenu in Peru.

Similarly, in the South, simple infrastructure maintainance,

repair, and improvement projects to provide short-term employment

did not call for capabilities which were not already present.
These sorts of activities are entirely appropriate for financing
by attribution.

4

L

In support of the initial project loan/grant format, the AI
Missicon notes that Washington had already rejected an earlier
mission request for program loan in 1983, before the disaste
struck. Many of the most urgent reguirements were covered by
relatively untied assistance through the AID Disasiter Relief
Cffice along with the early proceeds of the Government's

reconstruction bonds. Further the AID project loan/grant PID
approval and authorization prowvided fcr retrcactive financing of
elegible GOP ex;edd tures from the date of PID approval June 17,
1383. Thus th loan/grant essentially took effect on that date

enco“raging the Government to incur necessary reconstruction

expenditures without dElav, assured in principle of financing vy
I b >
AlD.

The Mission also argues that the

in the reconstruction program, Wi

INATE and +the CORDEs, actually

2xecution by buildl g and sustain proje im itati
capacity of the Peruvian inmpl eme“xing agencies, the CORDEs and
INADE The Mission claims that disbursement delays lealding *=c
project execution delays were caused much more by Government than
AID regulirements

As noted elsewhere in this evaluation, there is —vali

) H '
USAID pcsi*ion as it applies to this particular program =xecuts
by relatively Iinexperienced Peruvian agencies. But necessar;
*echnical assistance can as readily by provided in support of
orogram financing as preoject financing Furthe z 30 1
to believe that acconmplishments of the = I eruwvi:
reconstruction program derive more from the strength cf certailn
key perscnnel than from the strength of the systems used.

In a normal situation, USAID project &ﬂplemEﬁtagiﬁn reguirements

might be more ¢f & problem in delaying implementation of an

41

urgent reconstruction program. In such situations greater
flexiblli“y of response under a program Ioan or grant shouid be
thorcughly nsidered. To save time in authori 1ng such program
financing, ?’D shoulsd have a pclicy statement aiready issuesd I

advance of future disaster emergencies.
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Conclusions:

1. The most time sensitive elements of the

2 The AID decision to use project financing at the ouitset wa
not unreasonable in view c¢f the Inexperience of the program
implementing and coordinating agencies.

3. Authorization of financing retrcactive to date of approval in
principle, i.e. PID approval, is a us=ful device for accelerating
the impact of AID reconstruction financing.

ecommendations:

1

1. TFor disaster reconstruction programs AID should favor program
financing unless special factors in the situaticn make projec:t
financing more appropriate.

&

2 To prepare for prompt authorization of program financing for
appropriate reconstruction programs in the future, AID/W should
issue a policy statement including guidance on the coriftsaris
applicable to choice of suach financing in disaster reconstructlion
situarions

For many of the activities Iinclu

guestion the project lcocan/grant

invelvement, appliication cof special

of project specific feasibility an

the types of new Irrigation and

executed in the South. For such

taken for appropriate technica

Accordingly, it is not the type o

reconstruction program  which @ we

sequencing of the pregram and prsj

Among the risks for a proiect lcan in an emerge
*hat subproject design and implementation systenm
toward a compromise between that reguired
maintenance projects on the one hand and
irrigaticn and other water use projects on the
hesitating tc conclude that this was generally the
Program, our fiel visits did reveal several Instances
rel > projects had been over enginsered
ambitious new projects had received less than the
a :

: y analysis. Particularly in the South,
numerous instances where precious financi
jo! rer used had more time Dbeen given to necsssary

-



preliminary studies. This brings us 4o
differing disasters of he North and
b ad
S

t
addressed in the same prog

B. Should the North and South programs have been

The difference between drought and flooding as causes of disaster
induced substantial differences in cbjectives £ :
reconstiruction activities in the WNorth and the Scuth., and,
legically, in the programs responding to those objectiv

Northern reconstruction activities were primarily concerned with
repair of existing structures which had been damaged by the
floods. Further the North was blessed with a relative abundance
of hapabla individual and institutional resources To carry out
technically relatively simple repair and rebuilding activities.

ey m:‘pﬁ

- PSS

fead

Detailed pl ans and specifications were required for definitive
reconstructi of major works and substantial damage
irrigation syatems might call for rather significant changes from
original designs. In the usual case, however, thers was no
substantial need for extensive studies or feasibility analvysis
for selection and design of he 2lopment
implications of their manner I wWAS
entirely appropriate that

North be put on a fast tracl

rapidity ~% raconstruction

In the Sonth, on the other hand, *the or 1

provide sustenance o farmers afrter £

Yo o help them galin access to aszed and DU

olanting. The sustenance reguirement was addressesd rgency
fcod distribution and employment generation.

situaticn In  the North, thers wW3s no massive

reguirement to provide employment conportunitiss.

howevar, as in most less developed cointries, ple

repair and maintenance wWork o bte done on e
Infrastructure. Fast tracx procedurss were sntire

Tor such employment generation zazoctivities,

The sea for employment

extended beyond repair, maim*e

facilities to hurried desig

E)
~ 3 e = Py o e 3 3
Design of some new river defenses required
-
specialized and sophisticatesd consualtant se
the U. S. Corps c¢f Engineers. It was of
: 3 - R -~ —~ n e -~ vy W e
innocvaticn which <could be provided guickl
without need for extensive pericds of prep
E
g 3 3 o~ - 3 » 3 nw T, ¢ o
fcllow through, momunity development and
3 R R
building, etc.
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And it is for new projects that time was really required faor
adequate analysis of feasibility and relative priority and how
the project can be designed and executed to maximize positive
developmental impact. The programming issue, therefore, was not

bt

so much whether North should have been separated from South, It
rather whether the new project activities requiring more time f@r
cdevelopment and implementation should have been administered on a
slower track. This could have been done either with separate
project financing or under a separate project managemeni systen
within the same financing.

Conclusion: While the fast track procedures were appropriate for
simple repair and maintenance employment generating activities,
the new subprcjects in the South were sufficiently different to
reqguire a separate system of subproject implementation and
management at least, if not a completely separate project.

O

Program focus

damage and drought loss was largely concentrated along the
iernmost coast and in the Puno altiplano in the South. Thea
on's economy had most a*t staks by far in the
ted agricultural infrastructure of the northern de;
mbayeque, Piura and Tumbes. Such concentration
bharplv with the broad dispersion of the Recon
am cver 16 different departments. 0f the Dr“ﬁ“aw

recelived about 1,3 and Piura, Tumbes, Lambkavye:
er received about 23, with the remainder disp
elve other participating departments.
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to sco broaden *the
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We understand that the Iissue whethe e
and AID support thereof, from the areas of maximum imp
discussed extensively in both the Government and AID
natural sympathy for individuals affected by disaster
cf the extent of impact within thei ]
Further, the Government was concerned for
ect=ad communities excluded from

n the forced saving 'reccnstruct
country wide. Also, certain of

departments such as Ayacucho, Apurimac and HuaﬂCav
prime targets of the "Shining Path" novement.
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Cn the other hand, dispersicn 0of program meant dispersicn of

managerial as well as financial rescurces, with < nseq ient iy
increased isk that higher pricrity nesds would not ecelive

adeguate at ention. In this connecticn, we were inf@rmed that
the marginal 1/3 spread over the twelve departments Imposed wal!l

over 1/2 of the program management burden.

Uit
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mately the Government decided that the Program should sxiesnd
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to all significantly affected departments. adnd, in this 3
the Government gained the political and humanitarian advanftage
without substantially impairing the performance of the Program.
Incidentally, +he United States also benefitted fro t
broadened impact of a Program with which it was closely
identified. We suggest, however, that such minimal cost of
dispersion was a matter more of luck than of logic. Fortunately
ample financial resources were available to meet the needs of the
marginally affected departments without significantly reducing
availability for highest pricrities of the more critically
affected departments. Indeed, awvailability of financing was 2
factor tending to drive the program outward to the marginally
affected departments.

Also fortunate was the fac*t that Piura and Lambayeque, the two
most important departments in terms of contribution to the
agricultural economy, both had relatively strong leadership and
capable development corporations. Decentralization of program
implementation further helped by insulating these departments
from the problems cf other departments, as long as there was no
special regquirement for concentration of external management
resources on Piura and Lambavegque.

Tumbes was nct so blessed with managerial strength, however, and
program in that department might have proceeded better :

E and ATD been able to direct more attenticn and support -
department. Also even in Piura and Lambayeqgue there wer=
e ojects which might have benefitted from more oo
er AID/INADE attention.

(@ e

Tn addition tc the area dispersion of the Program, there wa-
er type of dispersicn that to divert manageria.
rces in particular from highest priority projects. TIie
r of subprojects was extracrdinarily high even fcor a p
his size, and most of them were guite small. Again. =
smaller departmental programs, the smaller projects  ~u0
demand a disproportionate amcunt of managerial attenti

o
!
o
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Many ©f the more troublesome proj
under AID criteria, or feasibility
torn Ayacucho, were financed excl 1y
However, considering the amount of Pe S
contribution to Program financing, it should have been feas
+o screen out a much larger number of small projects from

involvement. This would have permitted simpler subpro’s °
management, without need to follow both AID and Governmen©
subproject approval and disbursement reguirements. Moo

important it would have reduced demands upcn AID’'s
management and monitoring resources. Either less AID staf: :
have been reguired in the first place or the same stalif oo
have been focussed more intensively on the larger projects.
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Locking to future reconstruction programs, there is substaniliaza
risk that wide dispersiocon of financial, and particularly
management, resources will be at the expense of areas of most
critical need. This is an area, however, in which political
factors should be weighed alcng with economic factors, provided
that the economic risks and costs are recognized and given their

due proportion of weight.

Conclusion:

Although dispersicn of the program did not substantially impair
program performance, It did carry some costs, particularly in
distraction of program management.

Recommendation:
The risk potential of program dispersicn, in diversion from
highest pricrities of both managerial and financial resources,

should be weighted heavily in design of future reconstruction
programs.

v. loan financing
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programs, grant financng enhances

technical assistance by relieving

personnel salaries. For oro
~uction or other emexgenCIe ther is another

of grant financing. As oted aHovn

znt’'s internal money maﬁagement procedures are nu:h

2 and less time consuming for proceeds cf grants tha
Thus for enmergency assistance, when timin is ¢

nce, the grant component should be maximized to facil

ssing the proceeds through hcost g“"e”nmen. procedures t

of emergency action as rapidly as possible.
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ID should maximize grants relative to lcan funds
econstruction programs.

PL4280 generated local currency.

[38]

Net all of the Title II food was distributed 1
feeding or food for wor programs. Rather
Reconstruction Program, mor than in most situat
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he s

portion of the Title II food was sold on the market with

local currency proceeds used for the Program. The commodity
sold was vegetable oil, which helped fill the loca: market vo
left by lost cottonseed o0il production in northern Peru. Und
this so-called "monetized Title II" program much of the lo
currency went for such usual uses as financing costs of
country transportation and distribution and other costs
administering food for work programs. However, a subsham
share of the proceeds was used for local currency costs of o
projects within the Reconstructicon Program. In this respect
use of Title II proceeds was quite similar to the use of Titl
proceeds.
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Under the Title I program, as is usual, the US agricultural
commodities were obtained through concessional credits and solad
on the Peruvian market, in this case by Government of Peru
approved marketing agencies, with the lccal currency proceeds
used for Jjointly agreed Program purpcses. Most of the Title I
local currency went to project costs within the reconstruction
program. As noted elsewhere a significant portion was used *o
procure in Peru wvehicles for the Program.

Both Title I and Title II local currencies offered the advantage
of availability to cover co'ts which were ineligible for project’
grant loan financing, such as internal taxes on "off shelfl”
purchases in Peru. Otherwise, however, the Title I lccal
currency was notably less agile and less flezible in use. The
Government tended *o lock u1pon the lcan generated currency as
+helr own money, to be administered in the same way as other
Government revenues, subject tc normal Sovernment budgeting and
appropriation processes by both executive and legisiative
branches. These procedures, s noted elsewhere in this repor®.
were +time ccnsuming and bureaucratically burdensome. The local
currency proceeds of the Title II program, on the other hand
were managed by the Government in a manner bomgarakle to thar for
project grant funds; they were administered directly by INATE
with much less involvement of the Ministry of F nance and *the
central government bureaucracy and leglislature.

Recommendations:

Especially for emergency programs such as disaster
reconstruction, the US governmern* should maximize the gran-
portion of food assistance under Title II as compared tc Title T
in order to enhance agility and flexibility of counterpart loca.

currency financing.

Oon base.

ot

Postscript - Building on the reconstruct
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Finally our evaluation of the Reconstruction Program prompts us
to suggest an area of particular concern for future development
programming. Experience with irrigation in the Reconstruction
Program amply demonstrates the need for work with irrigation in
the altiplano. The usefulness of irrigation has  been
demonstrated in altiplano areas where it had never been seen
before; and the farmers have shown receptivity. We suggest that
it would be highly desirable to carry out further small scale
irrigation and other water management activities in Southern
Peru, building on the foundation laid by the emergency program.
This is justified not only to help mitigate the effects of future
drought disasters in this drought prone arez, but also to help 1o
higher 1levels of productivity the altiplano indians who are
clearly the poor majority of Peru.

In this connection we note that the irrigation projects were not
the only reconstruction activities in the South, of such
develcpmental nature as to require substantial follow-up beyond
the emergency in order to realize anything approaching full
potential benefit. Such activities include the introduction of
peneficial insects as a plague control device and the testing of
spray and droplet irrigaticn systems for high intensity irrigated
farming systems of the coastal valleys.
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TABLE 1 USAID/Peru disaster assistance

Activity
CFDA and reprogrammed activities:

OFDA

Reprogrammed medicines
Reprogrammed food
Reprogrammed 416 milk
Reprogrammed HG

New funding:
Bilateral DRR Project (527-0277)
PVQ grants (527-0277)

PL 480, Title II food donations to PVOs
PL 480, Title II monetized food
PL 48C, Title I

HG-011 Amendment

Disaster Assistance Program Loan
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Amount
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by DRR.
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The grant with CARE for housing activities

1

{

0.

Responsible USAID/

3)

Peru Division

DD, DRR, ENGRI
ENE

FFD

FFD, PROG

HUD

DRR (except as

Note 1)
FFD {(except as
Note 2)
FFD
DRR
DRR, PROC
HUD
DE

The Materials Bank Portion of the bilateral project (1.0) is being
managed by HUD, and the Ministry of Health portion E

(0.6} by UNE.

is being manag=d
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TABLE 2 Accrued expenditures by guarter- 527-027

All CCORDE subprciects

-1
o

Quarter Amount
1983
9/30/83 S 220,000
12/31/83 239,829
1984
3/31/84 74,982
6/30/84 2,195,080
§9/30/84 10,518,409
12/31/84 10,262,795
1985
3/31./85 7,700,513
6/30/85 3,340,917
3/30/85 1,201,663
12/31/85 1,819,916
1985
3/31/86 4,770,378
5/30./86 2,789,269
9/30/8%6 1,327,766
12/31/86 873,409
1987
2,/31.°87 -
47,338,938



