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ACTION MEMORANDUM FOR THE ACTING MISSION DIRECTOR

Date: August 1, 1989

FROM: Bruce Blackmn,'6hef, Development Resources

SUBJECT: Private Sector Policy Planning and Institutional Development
Project (527-0298): Approval of Project Paper (PP) Supplement and
Amended Project Authorization

I. Purpose:

The pqrpose of this Action Memorandum is to forward and recommend that
you approve the following:

A. The subject PP Supplement (TAB A).

B. The Authorization Amendment for subject Project (TAB B) which will:

- Allow extension of Life of Project (LOP) to 12/31/92.

- Provide a total of $1.65 million in additional AID Grant funds
for the project to be obligated on an incremental basis. The
Technical Notification waiting period expired on 07/31/89
without objection. New AID funds will be complemented by the
local currency equivalent of some $475,000 in host country
resources and an estimated $250,000 in other donor resources.

The PP Supplement has been reviewed by the USAID Project Committee. The
project amendment is found to be sound and appropriate. It responds to Peru's
urgent need for assistance in economic stabilization and will be implemented
in a multilateral context.

II. Discussion

Relationship to A.I.D. Country/Strategy Objectives: As expressed in the
current CDSS and related documents, the Mission has been implementing a
three-phased private sector strategy. Phase I responded to disaster-related
needs by providing emergency relief to the private sector. Phase II is
underway and it aims to promote policy change from within and to
simultaneously strengthen the capacity of key Peruvian public and private
sector organizations to address high priority constraints to increasing
exports, investment and small enterprise development. It is planned that
phase III will address high priority constraints on exports, investment and
employment through activities in non-traditional export promotion,
agro-industry and small enterprise development.

Relationship to Host Country and Other Donors: The projet amendment
responds to Peru's severe economic condition and to the country's need for

cv
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stabilization planning and support. Appropriate assistance in policy
analysis, formulation and execution will be provided to both the BCR and
CONFIEP as described in the PP Amendment. Other donors will participate in
this effort, including Worid Bank, Canadian International Development Agency
and possible others in the CONFIEP component.

Project Implementation and Management: As expressed in the PP
Amendment, this collaborative project will continue to be implemented by host
country agencle3. The public sector component will be implemented by the BCR,
while CONFIEP will continue implementing the formal private sector component.

The Mission will monitor implementation using project committee and
administrative procedures currently in effect. Technical backstopping of the
new economic policy analysis, formulation and execution activity will be
provided by the USAID economist in close collaboration with the USAID project
coordinator. Annual audits are budgeted in the grant as is an evaluation of
performance under the project amendment.

Feasibility Concerns: This amendment provides for additional funding of
the "software" type of inputs that were authorized under the initial project.
As such, appropriate technical, financial, economic, administrative and social
analyses have been performed and stand in support of the extended activities.
The project amendment addresses urgent problems of hyperinflation and
destabilization in the Peruvian economy. Its usefulness will depend heavily
on the country's commitment to systematically resolve the economic problems it
faces. In this context, funding obligations will be made on the basis of
events as they unfold, including the national elections scheduled for
mid-1990. Authorizing this project amendment now puts the USAID in position
to respond appropriately and quickly with assistance in economic stabilization
during the extended project period.

Environmental Concern: A negative Environmental Determination was made
and approved with project authorization in 1985. The present amendment does
not change the scope of activities approved under the original negative
determination, neither directly nor indirectly. Therefore, the original
determination remains valid (opinion of the Regional Legal Advisor).

Gender Concern: The project amendment will be implemented with gender
considerations very much in iind. For example, the project coordinator and
project committee will insure that all scopes of work issued under the project
provide for gender disaggregated data. To the extent not duplicating gender
studies under the Private Sector Management Improvement Project, annual
workplans under this project will include specific actions to ensure the
participation of women in research activities, as well as long and short-term
tralnir,. Consistent with current USAID/Peru practice, a goal of 50% or
greater participation by women will be sought.

Cray Amendment: Technical assistance procurement under the project
amendment is expected to avail, in part, of AID IQCs and centrally-managed
contracts. This will permit minority firm participation with appropriate
expertise.

A.,
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Implementation Plan, Issues and Conditions: The implementation plan
provides a realistic timetable for carrying out project activities and
achieving objectives in the extended period. As noted above and in TAB (A),
implementation will be conducted in the collaborative mode, using procedures
now in-place with BCR and CONFIEP. In-place procedures center on periodic
planning and budgeting exercises by the implementing institutions, with USAID
participation and review. Agreements regarding uses of funds are confirmed by
project implementation letter. Principal responsiblity for implementing
agreed plans and budgets is then with the executing agency.

Issues relative to project implementation have been satisfactorily resolved in
the view of the Project Committee. In this context, the drvsign of the project
- t:aken together with our practice of funding by increment - provide suitable
flexibility, for adjustments during implementation. Straightforward conditions
precedent to disbursement are envisioned, although not required by the project
authorization amendment because they are in accord with normal practice with
the implementing agencies. In the BCR case, a countersigned project
implementation letter regarding plans and uses of project funds will be
required. in the CONFIEP case, we will ask reconfirmation of other donor
commitments to support the economic stabilization study.

AID/W Concurrence: The composition of extended project activities willfollow "Action Plan" guidance. In addition, AID/W has agreed to the placement
of 4$300,000 for policy oriented training in the public sector component and:200,000 for the economic stabilization study and related activities with
CONFIEP (see State 235479). All required notifications to the Co" gress have
been made, the final TN expiring on 07/31/89 without objection. All budget
allowances required for obligation of the $500,000 in FY 89 have been received.

III. Recommendation:

It is recommended that you indicate your approval of the subject PPSupplement (Project No. 527-0298), and authorize up to- $1.65 million in
additional grant funding for the project by signing (a) the Project Paper
Supplement Facesheet (TAB A) and (b) the amended Project Authorization (TAB B).

PROG:LJackson/DR:BBlackman: icp

Clearances:
PROG:LArreaga (ID)
PROG:EVarillas (ID)
DR/PSH:RSparks (ID)
ACONT:JMartin '"

ADD:JThrower V
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I. SUMMARY AND RECOMMENDATIONS

A. Facesheet. See above.

B. Recommendations

The Project Committee recommends that an additional $1,650,000 in
grant funds be authorized to continue and expand the activities under the
Private Sector Policy Planning and Institutional Development Project (No.
527-0298.) This amendment raises overall Project funding from its previously
authorized level of $6,000,000 to a new level of $7,650,000. Ongoing
activities will continue, while new undertakings will center on the analysis,
formulation and technical support of sound economic policies in Peru. Much of
the new work will be done in a multilateral context with other donors. Annex
A hereto coritains host country applications for this collaborative assistance.

II. BACKGROUND

The Peruvian economy faces an unprecedented crisis. Economic
performance figures for 1988 provide a grim picture of the situation.
Inflation for the 12-month period that ended in June reached 5,837 percent.
Real GDP dropped about 8 percent in 1988; the seasonally un-adjusted GDP for
the first four months of 1989 dropped 23% in relation to the same period last
year. The banking system is in serious trouble. The widespread repudiation
of the inti is minimizing the banking system's financial intermediation
functions. Although the Central Government fiscal deficit of 1% of GDP for
the first 6 months is substantially better than the corresponding figure of
3.4% for the first half of 1988, this year's figure does not reflect the
accumulation of Central Government obligations that will have to be met
through deficit spending, and that are likely to require inflationary Central
Bank financing.

The current situation is the result of Gn economic policy framework
adopted by the current government when it took office in mid-1985. It was
designed to increase production, improve the distribution of income, and
reduce inflation. To stimulate economic output, the GOP stimulated wage
increases and lowered interest rates, taxes, and other production costs under
its control. These measures were complemented by a decision to limit debt
service to 10% of exports in order to free up foreign exchange to pay for the
imports needed to increase production (Full debt service would have required
76% of exports.) To improve the distribution of income, the GOP realigned
agricultural/urban prices in favor of the former. To limit inflation, the
government, with private sector agreement, established a price control system
on wages, goods, public utilities, interest rates and the exchange rate.

While the initial effects of this program were impressive --- the
economy boomed while inflation was cut in half --- three fundamental trends
that eventually undermined the success of the program were set in motion.
First, the public sector deficit ballooned from 3 to about 10 percent of GDP
over the last three years. This resulted from a combination of revenue losses
and increased subsidies. In the absence of exte7nal flow of funds, the
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deficit was increasingly financed with Central Bank credit, or by exchange
rate subsidies. Second, the balance of payments went from a surplus to a
deficit. The program eroded export profitability while it encouraged
imports. International reserve losses amounted to about $1.7 billion over the
last three years. And third, the price control system built up inflationary
prcssures and distortions. By keeping some pric.es fixed while others
increased, the GOP created distortions that can only be corrected by further
price increases.

Over the last 18 months, the GOP has made eight separate attempts to
reverse the deteriorating trends. While officials regard the string of
adjustments as part of a gradu-I approach to stabilize the economy, the
measures have proven ineffective in successfully addressing the
hyperinflationary crisis. The most recent economic program consisted of a set
of measures including a string of mini-devaluations, the liberalization of
some controllcd prices, and price increases for subsidized goods and
services. Although there have been intermittent discussiols with the World
Bank and the IMF, these are not likely to produce financial assistance in the
near future. The GOP program is not regarded to be comprehensive enough to
warrant financial support. The GOP has lost its credibility as an economic
policy making institution and its repeated efforts to develop a Mexican-style
labor-management-government agreement have failed.

The outlook for the second half of 1989 is not good. The cuirent
balance of payments surplus recorded in the first quarter ($286 million) was
achieved by deflating the economy, through a massive credit squeeze, to
unnecessarily low levels, causing excessive hardships on the labor force.
This is compounded by a sharp fall. in real wages (50% in the case of some
economic sectors) which is complicating the socio-political situation. Labor
unrest is intensifying, while guerrilla operations and terrorism by two groups
(Sendero Luminoso and I'RTA) are increasing to further weaken a fragile social
fabric. Additionally, the country's increasing dependence on earnings from
the drug trade is becoming more evident. Officials have been forced to
recognize implicitly the existence of coca dollars by authorizing import
transactions which use foreign exchange from non-banking system sources. The
spread of drug trafficking undermines democracy and threatens USG interests.

The Mission believes that Peru has no alternative to economic adjustment
because the weight of the situation will force the authorities to undertake
it. Whether that adjustment is undertaken within the context of an external
package of assistance from IFIs, or without one, it will have programmatic and
operational implications for our program. It is therefore of utmost
importance that the Mission Implement, as part of its overall program
strategy, a modest macroeconomic policy analysis and dialogue initiative under
the Private Sector Policy Planning and Institutional Development Project
(527-0298). The aim of the initiative would be to provide technical support
and expertise to the GOP and private ,,.-or institutions for the design,
formulation, and implementation of sound economic policies. The availability
of this type of assistan, , will become particularly critical over the coming
year during which time there will be a transition in government. In this
context, both private and public sector institutions will be eager to
contribute ideas and solutions to help resolve the current dilemma.

A\
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III. CURRENT PROJECT STATUS

The project, as originally designed, strengthens the institutional
capability, in both the private and public sectors, to analyze Peru's economic
situation and to formulate appropriate and internally consistent policies that
promote private sector activity and economic growth. In addition, the project
alms to help the private sector (formal and informal) coalesce around key
issues of national importance and facilitate a public-private policy dialogue
around these issues leading to the promotion of private investment. As
described further in the PP of June 1986, the Project consists of three
components:

1) Informal. Private Sector. Strengthening of the Tnstituto Libertad y
Democracia (ILD) in its efforts' to research and document the role of the
informal private sector in the Peruvian economy, reduce unnecessary
bureaucratic regulations and advocate a policy framework more conducive to
investment and "integration" into the formal economy. This project component
has been fully implemented. It has been followed by the Private Sector Reform
Project No. 598--0772 --- now in plac- with ILD --- that was authorized by
AID/W on March 1, 1989 at a level of $10.0 million in regional funding.

2) Formal Private Sector. Institutional development of the National
Confederation of Private Enterprises (CONFIEP) and strengthening of the
research and analysis capability in the formal private sector, including
assistance to sectoral and provincial associations.

3) Public Sector. Strengthening the economic policy formulation and
analysis capabilities of key GOP policy making entities (e.g. the Central
Reserve Bank, the National Planning Institute and the Ministry of Economy and
Finance), including interagency coordination among these entities and dialogue
between them and private sector representative organizations.

The project has been fully funded according to its initial design.
Component one has been completed with ILD. Components t: - and three continue
to show satisfactory progress, including the development of institutional
capacity at CONFIEP and the Central Reserve Bank (BCR).

As described below, this PP supplement proposes an increase in grant
funding of $1.65 million to continue ongoing training activities and support a
policy analysis, planning and support effort with both public and private
entities in the project. To a large degree, this new policy work will be
conducted in a multilateral context in accordance with USAID policy that
limited US assistance be coordinated to the maximum extent with the
international donor community.

The projec: provides a sound basis to initiate modest macroeconomic
policy dialogue and related economic research and discussion in Peru. The
public sector component is proceeding satisfactorily towards meeting its
objectives of strengthening the formulation and analysis of private sector
oriented economic policy at key participating GOP institutions - BCR, National
Planning Institute and the Ministry of Finance - and improving interagency
coordination among them. The BCR has completed several studies that are
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having a positive impact on the economic policy front. For instance, a study
of the structure of export incentives served as one of the bases to develop a
draft international trade law that is currently under 0P consideration. The
BCR also completed a study that is serving as a basis to improve the Bank's
oversight functions with respect to the banking system. The training
component has moved forward satisfactorily, with 21 GOP participants having
received short-term training, while 8 others are now participants are now in
Master's degree programs In the United States and 7 are returning to Peru
having completed MS requirements*. This training assistance is instrumental
to the USAID strategy of building capacity at key GOP institutions and it is
highly valued. BCR participation in the Project has had the side effect of
strengthening relations between the Bank and USAID. For example, the BCR has
been supportive of Miss:ion efforts to obtain COP payments of USG debt in a
timely fashion.

National Planning Institute participation in the Public Sector component
has been more modest. Preliminary work has been completed on a statistical
system designed to routinely collect primary data on key economic indicators
of private sector activity. The Institute also sponsored a nine month
graduate studies program in regional planning with an enrollment of 41
students. The Ministry of Finance has been beset by frequent personnel
changes and this has 'hindered participation in the project. Still, the Public
Sector component of the project has helped establish good working
relationships with Peruvian economic policy making institutions.

Private sector participation in the project --- principally ILD and
CONFIEP --- also constitute a vehicle for policy analysis, planning and
implementation in Peru. ILD research and advocacy work is showing promise
here, e.g. in administrative simplification. Further structural reform
activity is planned at micro and institutional levels under the
above-mentioned new Cooperative Agreement with ILD.

The project has systematically strengthened CONFIEP's capacity as a
confederation of private sector Associations. It is proving adept and
effective at networking, both within Peru and internationally, including
linkages with the multilateral financial institutions and US research and
private sector entities. CONFIEP's capacity for coordination provides an
important operational mechanism that is available here for realistic policy
analysis, planning and support.

IV. RATIONALE AND DESCRIPTION OF PROJECT AMENDMENT

The Mission's plan to support a modest macroeconomic policy analysis and
dialogue initiative is based on severa2 grounds. First, economic adjustment
in Peru will strain the social, economic and political fabric of the
country and this is likely to threaten other important interests here (the
preservation of democracy, anti-narcotics programs, external debt). The

* Of the 15 long term MS participants 13 are male and 2 are female; of the
21 short term participants, 17 are male while 4 are female.

(i\
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initiative will provide the Mission with one more medium through which it can
help protect and advance interests that are shared with Peru. Second,
economic adjustment under the current crisis is inevitable. In fact, the
current rapid and substantial loss in real incomes indicates that economic
adjustment is already underway. Establishing a medium for policy work now
will enhance the Mission's readiness to assist the economic authorities to
make the adjustment more orderly and less chaotic. Arid third, macroeconomic
policy dialogue will complement Mission policy initiatives in. other sectors
such as agriculture.

At the same time, the Mission does not expect, going in, to have the
type of leverage associated with large resource transfer programs. The
proposed initiative Is collaborative and aims to provide important Peruvian
policy making entities (principally BCR and CONFIEP) with the kind of
technical support, information and training that Is consistent with those
elements of policy work and reform that the Mission (and other donor agencies)
believes to be both desirable and urgent in Peru. Tihe Project Amendr.ient
directs resources to the current economic crisis and the economic adjustment
process. This is consistent with the project objective of strengthening the
economic analysis and policy making capabilities of key implementing agencies.

Project support'will go to the formulation, design and technical support
of short - and medium - term economic programs, or components thereof. The
severe, nearly unprecedented nature of Peru's economic crisis --- only a few
countries in recent history have experienced the degree of hyperinflation the
country now faces requires that policy formulation and implementation flow
from a sound analytic base, including consultations with outside experts,
leading to the presentation and review of realistic program options.
Important here will be researgh and analysis work by non-governmental
organizations to assist the development of appropriate and effective
policies. This work will complement and supplement existing project activity
in two ways. One is that it will focus on issues related to the current
hyperinflationary crisis (not foreseen during initial project design) and the
need for stabilization planning. Second, much of the effort will be
undertaken in a multilateral context, including participation by private
consultants (both Peruvian and US), as well as the dissemination of research
results through seminars and publications.

The new activity is fully consistent with the project goal, namely "the
promotion of economic growth and employment in Peru through the alleviation of
policy, institutional and attitudinal constraints which inhibit expanded
private sector investment, production, expcrts and employment." It is also
consistent with the project purpose which is "to promote policy dialogue and
reform through the improvement of: 1) the institutional capacity of the
private sector to research and analyze key issues of national importance and
to engage in constructive policy dialogue with the GOP; 2) the institutional
organization of the private sector (formal and informal) around key policy
issues of broad significance; 3) the institutional capability of the GOP to
research and analyze similar policy issues; and 4) the enhanced understanding
of the positive role of private enterprise and its potential economic
contributions." Annex D hereto is the Revised Logical Framework Matrix far
the project.
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V. FINANCIAL PLAN

Based on the foregoing and on discussions with implementing agencies, it
is expected the new project resources will be allocated approximately as
follows.

Bu__~ t_forPTro Je t_ Amendment

(US$000)
USA'D Host Country Other Donors Total

1. Central Reserve Bank (BCR)

- Policy Analysis/Planning 900 900
- Pqlicy-oriented Training 300 300
- Staffing/Project Support 4000 400

- Sub-Total 1,200 400 1,600

2. CONFIEP

- Stabilization Planning 100 125 225
- Stabiliz. Plan Dissem. 100 125 225
- Staffing/Project Support _ __ 75

- Sub-Total 200 75 250 525

3. Project Services

- Coordination/Monitoring 200 200
- Audit 25 25
- Evaluation 25 25

Sub-Total 250 - 250

Total 1,650 475 250 2,375

The need for this project grant assistance - further detailed below - was
agreed at the USAID/Peru Action Plan Review in March 1989, subsequently as
modified by the force of events. Amounts and uses of the assistance were
concurred by AID/W in State 235479 (Annex B).

The Amendment provides funding for near term policy-oriented work with
BCR and CONFIEP in FYs 90 and 91 and spans the country's national elections
scheduled for April-1990. The USAID plans to further raise the level of
assistance in this Private Sector Policy Project, pursuant to the 1989
Congressional Notification advising Congress of Agency intentions to increase
project funding by $2.9 million. Further amendment/funding increase for the
project will be based on a project evaluation scheduled for FY-90.
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1) BCR Gomponent. This PP Supplement allocates $1.2 million to the,
BCR. Based on Action Plan review, up to $900,000 will be used for
pollcy-oriented research " and planning with emphasis on the problem of
hyperinflatlon and planning for the stabilization and long--term growth of the
Peruvian economy. This amount is based on the urgency of Peru's economic
problem and the Agency's commitment to be ready to assist on an immediate
b as is .

It is planned that grant funds will be used for advisory services,
publications and seminars to disseminate findings and recommendations as well
as for other needed technical support. Priority in commiting these funds will
be given to policy and stabilization work in multilateral undertakings. BGR
will provide staffing, office space and supplies, photocopying, etc. Final
bucgEt/activity details will be included in Project action plans covering FYs
90 and 91.*

It is expected that $300,000 will be used for corollary
policy-oriented training of BCR and, as appropriate, other key public sector
staff in Peru, e.g. National Planning Institute and Ministry of Economy and
Finance. Sonie 10-11 years of participant training in the US will be sponsored
(estimated cost $25,000 per year). Appropriate short-term training activities
will also be supported in monetary and fis-,al policy and approaches to
hyperinflation and stabilization to help build public sector capacity in
economic management.

The 1989 obligation totals $500,000, divided equally between policy
analysis/planning and policy-oriented training. Subsequent obligations of
funds will be conditioned by events as they unfold, e.g. Peruvian performance
and needs, the 1990 election, etc.

2) CONFIEP Comp -net. From the $200,000 allocated to CONFIEP, it is
planned that $100,000 will be used in support of a stabilization research and
planning study being undertaken by Brookings Institution in coordination with
the Group of Analysis for Development (GRADE), a private Peruvian research
firm. This research and planning is estimated to cost: $258,000. It will be
conducted with multilateral funding, including support from World Bank,
Canadian International Development Agency (CIDA) (provisionally) and
Interamerican Development Bank (IDB) with possible assistance from private
foundations as well (e.g. Ford, Ebert). Grant funding is planned in 1989 for
researcher fees, field work, progress medtings and the dissemination of
preliminary findings and recommendations, publications and related support
costs. CONFIEP will provide administrative back-up, office facilities

* Initial cost estimates indicate the $900,000 allocation would be used
approximately as follows: technical services, $500,000 (100 person months at
average $5,000 each); seminar costs such as travel, perdiem, technical
support, $300,000 (10 seminars at average $30,000 each); and other costs such
as regional coordination, library materials, etc., $100,000. These estimates
will be firmed up collaboratively as obligations are planned and negotiated.
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and networking arrangements for conducting the study in a bread-based,
consultative way.

Continuing support for this multilateral undertaking is planned for
1990. It will include the dissemination of study results and the promotion of
a stabliization plan for Peru. The dissemination is expected to be through
newspaper and magazine articles, conferences for elected officlals, academic,
business and labor leaders and the public in general, including radio andtelevision time as well. The plan and budget for this public information
effort is also expected to have multilateral support. Details are expected to
be finalized in late 1989.

3) roject Services Comp!onent. Some $250,000 is allocated for project
services. Approximately 18 months of contractor services will be needed for
project coordination and monitoring. Cost is estimated at $11,000 per month
for a totai $200,000 over the extended project period. Some $50,000 is
budgeted for audit and evaluation.

VI. IMPLEMENTATION ARRANGEMENTS

A. General. The obligation of project funds will be through amendment
of existing project agreements with the GOP (for BCR) and CONFIEP.
Incremental obligations will avoid excess forward funding and maintain
appropriate flexibility.

Implementation will be conducted in the collaborative mode using
existing project manageement and committee structures and administrative
procedures now in-place with BCR and CONFIEP. In-place procedures center on
periodic planning and budgeting exercises by the implementing institutions,
with USAID participation and review. In the case of the new policy activity
with the BCR, the Mission expects to be actively collaborative in promoting
the areas where research is needed, and in obtaining the services of highly
qualified economists using IQC-like arrangements where appropriate (e.g.
Consulting Assistance for Economic Reform Project recently designed by
PPC/EA). The Mission Economist will develop technical frameworks and backstop
this effort in close coordination with the Project Coordinator in the Project
Committee setting.

This will be the essence of the policy dialogue initiative.
Agreements regarding uses of funds will be confirmed by project implementation
letters, as is the case with in-place arrangements. Principal responsibility
for implementing agreed plans and budgets is then with the executing agency.
In some cases, USAID may be authorized to directly contract on be half of the
BCR.

The USAID monitors the implementation process to help assure that
actual outputs correspond appropriately with planned outputs and that good
commercial practice is used in contracting, procurement and the drawdol-m of
grant funds. The PIO/P procedure will be used for participant training.
Yearly audits are budgeted in the grant, as is an evaluation of performance
under the entire project.
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B. Schedule. It is anticipated that the following timetable of events
will be followed to implement this project amendment.

Event Date

1) Negotiate/amend Project Agreements August, 1989

2) BCR and CONFIEP finalize detailed
budgets and activities for FY-90
period. Septcmber, 1989

3) Begin policy and stabilization
planning activities. October, 1989

4) Begin policy-oriented training
activities. January, 1990

5) Complete Brookings/GRADE Economic
Stabilization Study with Multilateral
Support. March, 1990

6) Begin support for Dissemination of
Stabilization Plan Findings and
Recommendations. April, 1990

7) National Elections. May, 1990

8) Incremental Funding Obligations
to Project. June, 1990

9) Contract Project Coordinator/Monitor
(current contract expires July, 1990). June, 1990

10) BCR and COIIFIEP finalize detailed
budgets and activities for FY-91
period. August, 1990

11) Second Tnterim Evaluation of Project
Performance. June, 1991

12) All long-term training under project
amendment is completed. Final Project
Evaluation SeptemDer, 1992

C. Special Concerns

1. Policy Orientation. The project amendment is fully in accord
with Agency emphases on economic policy analysis and reform. Collaborative
modes of implementation are particularly suited to the reality that first
responsibility for performance and results is always with the host country.
Likewise, the project's emphasis on multilateral approaches is appropriate to
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the broad-based support required for economic stabilization in Peru. The
CONFIEP component has been explicitly negotiated as a multilateral
undertaking. Implementation of the BCR component will enlist the involvement
of other international donors wherever appropriate.

2. Environ-nnt. This project amendment is benign with respect to
the environment. A negative environmental determinatlo was issued and
remains in effect for this project.

3. Evaluation. Funds are provided for an end-of-project
evaluation. Findings and recommendations of the interim FY-90 evalitation of
project performance will help guide and strengthen near-term performance.

4. Women In DevelopmOnt. This project amendment will make every
endeavor to advance the role and status of women in implementing institutions
and project activities. Special effort will be made to involve women in the
policy analysis and planning and the training to be sponsored under the
project extension. The collection, analysis, and use of data will be
gender-disaggregated.

5. _Gra--- Amendment. Technical assistance procurement under the
project amendment is expected to avail, in part, of AID IQCs and
centrally-managed contracts. This will permit minority firm participation
with appropriate expertise.
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KNKII L is I .,

USAIDILI; %A

OF]CIO No. 026-88.-AID/BCR

Lima, 22 de junio de 1988.

Sei'or
DONOR LION

Jefe Misi6n AID-PERU
Pr, Osonte.-

De mi consideraci6n:

Es grato dirigirne a usted, en relaci6n al Convenio AID No.
527-0298 con la finalidad de coordinar las gesti;unes orien
tadas a obtener una apliaci6n de1 fondo do la donaci6n
equivalente a tJS$ 1'000,000 (Un mill6n do d6larvs amerfcanos)

con el prop6sito do financiar la capacitaci 6 n en el exLerior
do. 1)rofesiona Ies del Banco Central de Reserva del Perd,

correspondiente a los a~ios 1989 y 1990.

lingo propicia Ia ocasi6n para expresarle las seguridades
de mi estima personal.

AcentamenLe, 4I9.. - /.

G.eE G 1"I tiAL .
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' A ANNEX A

San Isidro, junio 13 de 1989
CONFIEP FI-172/89

Seor
DIYOR LION
Agencia para el Desarrollo
Internzicional (AID)
Ciudad.-

De mi mayor consideraci6n:

Corn es de su vuestro conocimiento, en los itimos tres me ses so han
efectudo 'diversas coordinaciones entre CCNFIEP y GRADE, con el fin
do apoyar la realizaci6n de un proyecto destinado a diseflr un progra-
ma do estabilizaci6n econ6mica para el Per-6.

Desde aquela priuera reuni6n quo tivinms con usted a la fecha se
Nhn efectuado mltiples coordiriaciones. Las gestiones efectuadas
y el disefio do ijnvestigaci6n propuesto, nr permiten confiar en que
los resultados del proyecto serbn de utilidad e inter~s tanto para
el sector privado, que representa CONFIEP, corro para la sociedad

A la fecha, el proyecto cuonta con apoyo financiero do The Brmookings
Institution, del Bnco Mundial y GRADE, ouienes han ccrprormtido (Ca
conjunto) US$ 90,000.

Sin enbargo, dada la magiitud del esfucrzo planteado y la calidad
del trabajo a realizarse y el nivel de los profesionales nucle<dos
en torno a este pr.ayecto, so reqaiere de'US$ 100,000 adicionales para
un corr cto inicio a la investigaci6n.

Nbstros veriamns con el mayor agrado el que la instituci6n tan apro-
pia lante dirigida por usted otorgue el apoyo financiero correspon-
diente para el inicio de este proyecto.

Come usted sabe, nuestra instituci6n y los gremios quo la conpoen
ha estado y continuara apoyando tanto el diselo como el desarrollo
del proyecto.

A la espera do los comentarios quo la presente le suscite, rve despido
no sin antes reiterarle mi consi.deraci6n y estima persomal.
Atentame t0. ..

Reynawo bins ger ..

PreOs dente

CONFEDERACION HACIONAL DE INSTIUCICNES EMPRESARIALES PRIVADAS FAX: 41-5072 Casllla Postal 27-0199
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'. Z'qZCPE0746 25-JUL-19 : 20:14
00 R" I ' ' "

P" tUEIC #t5479 2062016 G: AID
ZiR UUUUU ZZH T: AID
o 252019Z JUL P9
FM SICSTATY ASTSHDC
TO AMEHIl[SSY LIMA IMMEDIATE ,7.3.BT
(JNCLA. STATE 235479 ICN: Pi-G; (FILs)

NFO: DiR
HDAC CONT

E.O. 12356: N/A DPSil
IARS : DD
313JECT: PERU PRIVATE SECTOR POLICY .PLANNING AND
IfISTIT-ITIONAL DIEVYLOPMENT PROJICT (527--0298) - LOP
INCREASE

RIF: (A) STATE .'07101; (B) LIMA 10073

LAC _I.EAU APPROVES INCE,' 77- IN SUPJECT PROJECT
AMENDMENT BY DOLS. F0,,0 -".iU HST'. MISSION MAY
PROCEED WITH DfE7, OPM1ENT AND APPROIVAL CF A PP AMENDMENT
fOR A TOTIL OF DOL,, 1, 50,003S WITE A .- :' P.C1 OF
DECEMBER 31, 1992. TUE CO' .OSITIOR OF PRCJECT
ACTIITIHS WILi FOLLOW ACT1C01 P'.A. ' GUIDANCE, PLUS TH"
ADDITIONAL DOLS. 20 ,000 FOR THE CO'0 IE? ACTIVITIES AN * *
fOiS. 1,3,1300 FOR TRAINING OF 3CR STAFF (IN SUPPOPT OF
THE IUTI1C SICTOP COMPONENT). BAKER
BT
IT5479

NNINN

"P'CIASSIFIED STATE 2 35 47 9



PROJECT AUTHOR IZATION
(Amendment No. 5) ANNEX C

Name of Country: PERU Name of PLoject: Private Sector Policy
Planning and Institutional
Development

Number of Project: 527-0298

1. Pursuant to Section 106 of the Foreign Assistance Act of 1961, as amended,
the Public Sector Component of the Private Sector Policy Planig and
Institutional Development Project for Peru was authorized on August 27, 1986.
That authorization, as amended, is hereby amended as follows:

A. Section 1 is deleted and substituted in lieu thereof by the following:

"I. Pursuant to Section 106 of the Foreign Assistance Act of 1961, as
amended, I hereby authorize the Private Sector Policy Planiiing and
Iristitutional Development Project for Peru (the "Cooperating Country")
involving planned obligations of not to exceed Seven Million Six Hundred Fifty
Thousand United States Dollars (US$7,650,000) in grant funds (the "Grant") as
follows:

- Informial Private Sector Component - USl,941,400 over a
forty-five-month period from the date of authorization (June 20, 1985);

- Formal Private Sector Component and Project Guidance and
Coordination Component - USt2,908,600 over a six-year period from date of
authorization (June 23, 1986); and

- Public Sector Component - US$2,800,000 over a six-year period
from date of authorization (August 27, 1986).

All planned obligations are subject to the availability of funds
in accordance with the A.I.D. OYB/allotment process. Funds will be used to
help in financing foreign exclange and local currency costs for the project.
The planned life of the project is seven years and six months from date of
initial obligation."

2. Except as specifically amended or modified herein, the terms and
conditions of the authorization, as previously amended, remain in full force
and effect.

Alan A. Silva
Act in Mission Director

t 4 - I , I q J'
QDate

PROG:ECVarillas: rcc: 7/31/89
ClearancesPROG:GRhoads:, 3 PS:RSparks:

ACONT. JMa r L i ri:_ DR:BBlackman:
ADD:JEThrower:
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Page 2 of 2

fSunam Il'MICATORS VEAr CNS IMPCR3WNT ASIMCNS

d) Strengthening of Private Sector
represe ntative orgaizatiais trL.
provisicn of Te'dia i Assistance .xu
colaboraticn in planning for e i(
stabilization anI adjust-ent.
e) GCP and Private Sector Sanirars aix

f) Public awaranss o rpaigns throuh
radio, T.V. and print media.
g) Collctioin and invcntory of pertn-
macroeconanic and sectoral studies.
h) Other indicators as expressed in
impleentatin docmentatin.

Inp-ts ($000) (Projet a'Tent) 
- ds available an a timely basis

- TA is contracted in a timely

USAD Host CoLnty Oier Dwors TIbtal
Central ?Rae-:e Bank (ECR)
- Policy _Znalysis/Pln-ing 900 900
- Policy-oriented Trairing 300 300
- Staffing/Project SRxt 400 400
- Sub-Ibtal 1,200 A0-O 1,600

- Stbilization Plarning ICO 25 25
- Stabiliz. Plan Dissan. 100 125 225
- Staffing/Project Suppcrt 75 75
- Sub-'otal 200 75 25- 525
Proj ct Services
- Coordiraticav'.nitoring 200 2-0
- Aaiit 25 25
- Evahuaticn 25 25

SibT i 250- 250Ubtal 1,650 475 20 2,375



ANNEX E

Consolidated Project Financial Plan
(527-0298)

Original Authorization This Authorization
Through Amendment # 4 Amendment Five TOTALA.I.D. Counterpart A.I.D. Counterpart A.I.D. Counterpart

Informal Private Sector 1,941,400 1,641,276 -- 1,941,400 1,641.276
Formal Private Sector 2,005,000 1,383,000 200,000 75,000 2,205,000 1,458,000
Public Sector 1,600,000 900,000 1,200,000 400,000 2,800,000 1,300,000-
Project Guidance 453.,600 250.000 _ 703,600 _& Coord. Component

Total 6,000,000 3,924,276 1,650,000 475,000 7,650,000 4,399,276


