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AGENCY FOR INTERNATIONAL DEVELOPMENT 
UNITED STATES AID MISSION TO PERU 

C/O AMERICAN EMBASSY 

LIMA, 1 PERU 
TELEPHONE 333200 

TELEX 20335 PE USAIDPR 
FAX 337034 September 30, 1991 

Mr. James W. Plunkett
 
Director of Operations-Peru
 
International Executive Service Corps
 
8 Stamford Forum, Box 10005
 
Stamford, Connecticut 06904
 

Subject; 	 IESC - Investment and Export Promotion (T.A. to Peru's
 
Non-traditional Export Sector)
 
Grant No. 527-0349-G-00-1325-00
 

Dear Mr. Plunkett;
 

Pursuant to the authority contained in the Foreign Assistance Act of 1961, as
 
amended, the Agency for International Development (hereinafter referred to as
 
"A.I.D." or "Grantor") hereby grants to International Executive Service Corps
 
(hereinafter referred to as "IESC" or "Grantee") the sum of U.S. dollars Two
 
Hundred Thousand ($200,000) to provide support for a program of technical
 
assistance to Peru's non-traditional export sector as described in the
 
"Schedule" of this Grant (Attachment I) and in the "Program Description"
 
(Attachment II). Subject to the availability of funds for this purpose and to
 
the mutual agreement of the Parties at a time of a subsequent increment to
 
proceed, A.I.D. plans to provide additional support for this program of not to
 
exceed U.S. dollars Eight Hundred Thousand ($800,000) for a total Grant of 
U.S. dollars One Million ($1,000,000) over the life of the Project.
 

This grant is effective and obligation is made as of the date of this letter 
and shall apply to commitments made by the Grantee in furtherance of program
 
objectives during the period beginning with the effective date and ending
 
approximately September 30, 1992
 

This Grant is made to IESC on condition that the ftnds will be administered in
 
accordance with the terms and conditions as set forth in Attachment I,
 
entitled "Schedule", Attachment II, entitled "Program Description", Attachment
 
III, entitled "Mandatory Standard Provisions", Attachment IV, entitled
 
"Optional Standard Provisions", which have been agreed to by your organization.
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Please sign all six (6) copies of this letter to acknowledge your receipt of
 
the Grant and acceptance of its terms and conditions, and return four copies
 
to A.I.D. Please send one signed copy to the following office to expedite the
 
issuance of your Letter of Credit:
 

FM/CMP/LC, Room 700 SA-2
 
Agency for International Development
 
Washington, D.C. 20523-0209
 

Sir
 

Craig G. Buck
 

Mission Director
 

Attachments:
 

I. Schedule
 
II. Program Description
 
-IL,-Mandatory-Standard-Prov4sions
 
IV. Optional-Sta'iid"PilobVions
 

ACKNOWLEDGED:
 
International Executive Service-orps (IESC)
 

VamePlunkett, J.
 

Title: Director of Operations-Peru
 

Date: October 7, 1991
 

Fiscal Data:
 

Allocation: 
Appropriation: 72-111/21037 
Budget Plan Code: LES191-25527-KG13 
PIO/T No. 527-0349-3-10091 
Project Number: 527-0349 
Total Estimated Amount: $1,000,000 
Total Obligated Amount: $ 200,000 
Funding Source: USAID/Peru 
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SCHEDULE
 

A. Purpose of Grant
 

The purpose of this Grant is to provide support 
for the grantee's program

of providing volunteer executives (VEs) to assist Peru's non-traditional
 
export sector, as more specifically described in Attachment II to this Grant
 
entitled "Program Description."
 

B. Period of C ant
 

1. The effective date of this Grant is the date of signature of the 
cover
 
letter. The expiration date of this Grant is September 30, 1996. A.I.D.
 
intends to extend this Grant for an additional six months, subject to the
 
availability of funds and consistent with 
A.I.D. regulations regarding the
 
extent of time that may be covered in a Grant.
 

2. Funds obligated hereunder are available for program expenditures for the
 
estimated period as of the cover letter to approximately September 30, 1992 as
 
shown in the Grant Budget below.
 

C. Amount of Grant and Payment
 

1. The total estimated amount of this Grant for the period shown in B.1.
 
above is *1,000,000.
 

2. A.I.D. hereby obligates the amount of $200,000 for program

expenditures during the estimated period set 
forth in B.2. above and as shown
 
in the Grant Budget below.
 

3. Payment shall be made to the Grantee in'accordance with procedures set
 
forth in Optional Standard Provision No. 1, entitled "Payment Letter of
 
Credit" and as more fully described in F.3. below.
 

4. .Additional funds up to the total amount of the Grant shown 
in C.I.
 
above may be obligated by A.I.D. subject to the availability of funds and to
 
the requirements of the Mandatory Standard Provision No. 4 of the Grant,
 
entitled "Revision of Grant Budget."
 

D. Grant Budget
 

The following is the Grant Budget, including local cost financing which is
 
authorized under the Grant. Revisions to the Grant Budget shall be made in
 
accordance with Standard Provision of this 
Grant entitled "Revision of Grant
 
Budget." The International Executive Service Corps (IESC) will be fully

responsible for financial management and accountable for utilization of Grant
 
funds.
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ILLUSTRATIVE IESC GRANT BUDGET
 
($000)
 

BALANCE TO
 
COST ELEMENT THIS OBLIGATION BE OBLIGATED T 0 T A L G R A N T
 

From 10/1/91 From 10/1/92 From 10/1/91
 
To 9/30/92 To 9/30/96 To 9/30/96
 
FX LC FX LC FX LC TOTAL US$
 

Country Director 54 - 240 - 294 294
-


Local Staff - 24 - 115 - 139 139
 

Office Expenses - 18 - 80 - 98 98
 

Services - 2 - 10 - 12 12
 

Operational Expenses - 12 - 45 57
- 57
 

Fixed Costs/Equipment 35 - 10 - 45 - 45
 

In-country Project 55 - 300 - 355 
 - 355
 
Costs (specialized TA,
 
information linkages)
 

T 0 T A L 144 56 550 250 694 306 1,000 

-200 -800 -1.000 



ILLUSTRATIVE BUDGET
 
THIS OBLIGATION AND OTHER SOURCES
 

COST ELEMENT A.I.D. 

Country Director 54,000 

Local Staff 24,000 

Office Expenses 18,000 

Services 2,000 

Operational Expenses 12,000 

Fixed Costs/Equipment 35,000 

In-country Project Costs 55,000 
(specialized TA, information  linkages) 

T 0 T A L 200,000 
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SOURCES OTHER
 
THAN GRANT
 

-


100,000
 

100,000
 

(
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E. 	Reporting and Evaluation
 

1. 	Technical Reports
 

During the life of the Grant, IESC will submit to A.I.D. and to the
 
Investment and Export Promotion (IEP) Project Office as represented by the
 
institutional contractor selected to manage the Project, four copies of the
 
following reports, within thirty days of the end of the relevant 
reporting
 
period:
 

a) 	A quarterly report containing:
 

- a narrative description of IESC activities and projects during
 
the past quarter, including an assessment of the success or
 
problems of the projects and recruitment activities. The report
 
shall also provide recommendations or actions proposed to
 
address problems or constrzints.
 

- copies of all VE Project evaluation reports completed in the 
past quarter. 

b) Copies of audited accounts for IESC/Peru and IESC headquarters, 
completed in the normal course of operations.
 

c) 	Annual reports which will include a comprehensive review and
 
discussion of Project activities and achievements.
 

In addition, the IESC Director of Operations in Peru will consult at
 
least quarterly with the A.I.D. Office of Economic Recovery and IEP Project

Office staff concerning the substantive progress of Grant activities and
 
administration.
 

2. 	Financial Reports
 

The Grantee shall submit the quarterly financial reports required in
 
Optional Standard Provision No. 1 "Payment Letter of Credit". In addition,
 
one copy of each payment request will be simultaneously submitted to the
 
Office of Economic Recovery, USAID/Peru. The Grantee further agrees to
 
consult with the USAID/Peru Controller and/or FM/CMP/LC regarding further
 
details for submitting all financial reports.
 

3. The Grantee will be required to provide special reports as requested
 
by USAID.
 

4. 	Evaluation
 

A.I.D. will conduct annual reviews of Grant related activities during

the life of the Grant. Evaluations will be carried out in conjunction with
 
the overall evaluations of the TEP Project. With respect to the Grant,
 
evaluators will assess effectiveness of IESC provided TA under the Project.
 

'Yb
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5. 	Audits
 

Contracts will be let 
for annual audits which 	will be conducted in
 
accordance with A.I.D. 	policies and Mandatory Standard Provision No. 
2 for
 
U.S. Non Governmental Grantees.
 

F. 	Special Provisions
 

1. 	As set forth in Attachment 3, all Mandatory Standard Provisions for
 
U.S. Non-governmental Grantees apply to this Grant. Applicable

Optional Standard Provisions are indicated on the Checklist in
 
Attachment 4.
 

2. 	Within fifteen (15) days of the date of signature of the Grant, IESC
 
will submit to A.I.D. a detailed proposal for the technical advisory

services anticipated during the first quarter of the Grant period.

Thirty days prior to the beginning of each quarter, IESC will submit
 
to A.I.D. a detailed propcsal for the technical advisory services
 
anticipated during the next quarter of the Grant period. A.I.D. will
 
inform IESC in writing, within fifteen (15) days of receipt of each
 
proposal of any proposed services which are not accepted for funding
 
under this Grant.
 

3. 	Payment to the Grantee will be made as follows:
 

a) Grant expenses will be drawn down on the Letter of Credit 
as
 
needed. These drawdowns will be based upon the annual budget

prepared by the IESC Director of Operations for Peru. This budget

will comply with IESC standard policies and procedures and will be
 
reviewed and approved by IESC headquarters before submission to
 
the USAID/Peru Mission. The key cost elements of the budget are:
 

1) Country Director: 	 Salary, medical. insurance, conference and
 
travel expenses. N.B. Since the country
 
director is already an established
 
resident of Peru, costs such as housing,

moving, storage and U.S. orientation are
 
not eligible under this Grant.
 

2) Local Staff: 	 Salaries, commissions, taxes and
 
insurance.
 

3) Office: 	 Rent, utilities, supplies, brochures,
 
insurance, etc.
 

4) 	Service: Audits, legal and consultant.
 

5) 	Operation Expenses: In-country travel, auto and meetings.
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6) Fixed Costs: 	 Office equipment, furnishings, etc.
 

7) In-country Costs: 	 Volunteer Executive travel and
 
maintenance expenses that are not covered
 
by client/recipient contributions.
 

b) 	Under the terms of IESC's agreement with A.I.D./PRE, all IESC
 
administrative expenses are reimbursed under a Core Grant from
 
A.I.D./Washington central funding. Therefore, no IESC
 
headquarters costs are included in the Grant Budget.
 

c) 	All payments under this Grant will be made through a Letter of
 
Credit method of payment in accordance with Optional Standard
 
Provision No. 1. This Letter of Credit will not be used to
 
finance any IESC activities except those activities directly
 
pertaining to IESC/Peru and expressly referred to in this Grant.
 

Requests for payment will be submitted directly to FM/CMP/LC, Room
 
700 SA-2, Agency for International Development, Washington, D.C.
 
20523-0209. One copy of each payment request (SF 269) will be
 
simultaneously submitted to the Office of Economic Recovery,
 
USAID/Peru.
 

4. 	Local Cost-Financing
 

a) Costs qualifying as local costs are eligible for financing under
 
the grant in accordance with the terms of this special provision. Local costs
 
are defined as (i) indigenous goods, (ii) imported shelf items, and (iii)
 
services provided by suppliers meeting the requirements contained in
 
subparagraph b.
 

Indigenous goods are those tha have been mined, grown or produced
 
in the cooperating country through manuLacture, processing or assembly. In
 
the case of produced goods containing imported components, to qualify as
 
indigenous a commercially recognized new commodity must result that is
 
substantially different in basic characteristics or in purpose or utility from
 
its components. Imported items are eligible for financing -under the following
 
situations:
 

(1) All locally financed procurements must be covered by
 
source/and nationality waivers as set forth in Chapter 5 of
 
Handbook 1, Sup. B, with the following exceptions:
 

(a) Locally available commodities of U.S. origin, which are
 
otherwise eligible for financing, if the value of the
 
transaction is estimatd not to exceed the local currency
 
equivalent of $100,00 (exclusive of transportation costs).
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(b) Commodities of geographic code 935 origin if the value of
 
the transaction does not exceed $5,000.
 

(c) Professional services contracts estimated not to exceed
 
$250,000.
 

(d) Construction services contracts estimated not to exceed
 
$5,000,000.
 

(e) The following commodities and services which are available
 
only locally:
 

- Utilities including fuel for heating and cooking, 
waste
 
disposal and trash collection;
 

- Communications --telephone, telex, fax, postal and courier 
services; 

- Rental costs for housing and office space;
 

- Petroleum, oils and lubricants for operating vehicles and 
equipment; 

- Newspapers, periodicals and books published in the cooperating 
country; 

- Other commodities and services (and related expenses) that, by
their nature or as a practical matter, can only be acquired,
performed, or incurred in the cooperating country, e.g., vehicle 
maintenance, hotel accommodations, etc. 

(2) When local procurement of U.S. origin commodities is planned
 
under a project, such a decision should be supported by an
 
analysis of the prices of goods expected to be procured, and a
 
determination that the prices are reasonable, taking into
 
account comparable delivery terms and prices from the United
 
States, and the implementation schedule of the project.
 

b) To qualify as local costs, gooas and services must also meet the
 
following additional requirements:
 

(1) They must be paid for in local currency.
 

(2) The supplier must be located in the cooperating country and
 
must be of cooperating country nationality as defined in A.I.D.
 
Handbook IB, Chapter 5.
 

(3) Any component from a country not included in A.I.D. geographic
 
code.935 renders a commodity ineligible for financing.
 

(9" 
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c) Ineligible Goods and Services: Under no circumstances shall the
 

grantee procure any of the following under this grant:
 

(1) Military equipment,
 

(2) Surveillance equipment,
 

(3) Commodities and services for support of police or other law
 
enforcement activities,
 

(4) Abortion equipment and services,
 

(5) Luxury goods and gambling equipment, or
 

(6) Weather modification equipment.
 

d. Ineligible Suppliers: Funds provided under this grant shall not
 
be used to procure any goods or 
services furnished by any firm or individual
 
whose name appears on A.I.D.'s Consolidated List of Debarred, Suspended, 
or
 
Ineligible Awardees (A.I.D. Regulation 8, (22 CFR 208)). A.I.D. will provide

the grantee with this list upon request.
 

e. Restricted Goods: The grantee shall not procure any of the
 
following goods and services without the prior written authorization of the
 
grant officer:
 

(1) Agricultural commodities,
 

(2) Motor vehicles,
 

(3) Pharmaceuticals,
 

(4) Pesticides,
 

(5) Rubber compounding chemicals and plasticizers,
 

(6) Used equipment,
 

(7) U.S. Government-owned excess property, or
 

(8) Fertilizer.
 

f. If A.I.D. determines that the grantee has procured any of the
 
restricted or ineligible goods and services specified in subparagraphs (c)

through (e) above, or has received reimbursement for such purpose without the
 
prior written authorization of the grant officer, the grantee agrees 
to refund
 
to A.I.D. the entire amount of the reimbursement.
 



527-0349-G-00-1325-00
 
ATTACHMENT I
 

Page 9 of 9
 

G. Title to Property
 

Title to any property purchased under the Grant will be vested in the
 
Grantee, in accordance with Optional Standard Provision No. 20 to this Grant.
 

H. Authorized Geographic Code
 

The authorized geographic code for procurement of goods and services under
 
this Grant is 000 (the United States), plus Peru to the extent authorized
 
under local cost financing guidance set forth in the Special Provision, above..
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PROGRAM DESCRIPTION
 

I. Purpose and Goal of the Grant
 

The purpose of the Grant is to increase Peru's non-traditional exports

and investment in export activities. 
 The IEP Project will provide technical
 
assistance to non-traditional exporters in agriculture and industry and will
 
enhance the export promotion services capability of ADEX to provide sustained
 
export services after the Project ends.
 

The goal 
of the IEP is to provide Peru with alternative sources of

foreign exchange earnings and employment to offset losses that will occur as
 
an effective counternarcotics program reduces 
earnings from coca production
 
and trafficking.
 

II. 
 Nature of the Prolect and its Activities
 

A. Overview
 

The project will make available to Peruvian non-traditional expoet

enterprises and potential export enterprises the managerial and technical
 
assistance from experienced U.S. executives that the International Executive
 
Service Corps (IESC) provides. This technical assistance will be provided to
 
firms currently exporting or planning to export products from Peru 
by
 
volunteer U.S. executives supplied by IESC.
 

The Project will stress export rather than investment promotion

activities. While it is 
expected that joint-venture, in-kind investments
 
(i.e. capital equipment) may result 
 from export promotion activities,

significant interest by foreign investors is not realistic until security

conditions improve, and probably not until the out years of the Project.
 

B. Project Summary Concept
 

The Project is designed to strengthen Peru's non-traditional export

sector, helping it boost 
in a relatively short time frame, investments and
 
exports in agriculture (agro-industry, light industry/metalworking and
 
apparel). This objective can only be 
achieved by providing a wide range of
 
services, 
 training, information, promotional activities and communications
 
capability to Peru's non-tradit!onal ekport sector.
 

C. Background
 

Export promotion experience in other countries has shown that once
 
market-oriented macroeconomic policies 
are in place and the anti-export bias
 
(e.g. overvalued exchange rate and protectionist tariff structure) is removed,

other constraints to exporting such as low productive capacity, limited
 
availability of financing, operational/regulatory problems and infrastructure
 
problems can be effectively addressed. With limited resources, the Project's

approach must be.carefully targeted to areas where impact will be greatest and
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results can be demonstrated over the short term. 
 This will help generate the
 
critical mass of export volume necessary to encourage the GOP to resolve the
 
remaining constraints.
 

An analysis of existing Peruvian private sector institutions
 
concluded that no one institution had the capacity to develop, implement,

monitor, evaluate and make adjustments to an export promotion program on the
 
scale contemplated for this Project. 
 However, ADEX, a non-profit organization

promoting the interests of non-traditional exporters, which already provides 
a
 
variety of export promoti.. services to its members was selected as the most
 
appropriate implementing agency for the Project. 
 Given the range of Project

activities, implementation has been arranged in such a way that ADEX will be
 
strongly supported by a team of experienced export promotion professionals.

Therefore, part of the 
grant to ADEX will be used by A.I.D. to directly

contract an Institutional Contractor which will be responsible 
for various
 
aspects of the Project's export promotion activities while ADEX will manage
 
other parts of the program.
 

The Project strategy is to engage existing expertise (both

international and local) to 
provide TA and advisory services to export firms
 
from the moment the Project begins, 
in order to begin immediately helping

Peruvian exporters to produce and sell their goods overseas. 
 The IC will be
 
responsible for planning, implementing and tracking targeted export promotion

efforts at the sector 
and' macro level while assisting private business
 
associations to gradually develop the capability to carry out future
 
promotional programs. In addition, 
the IC will be providing cost-sharing
 
grants for carefully planned and targeted TA 
to selected export enterprises in
 
those sectors identified as having high growth potential.
 

In addition to the cost-sharing grants for TA provided by the IC,

the Project will also make funds available to the IESC to provide TA to export

firms that might not be able to afford alternative sources of TA. IESC has
 
been operating continually in Peru since 1965. 
 Some of the areas in which
 
IESC provides services are textiles, food processing, metal mechanics and shoe
 
manufacturing. Since some of the firm-level 
technical assistance proposed

under the Project is very similar to the managerial and technical assistance
 
provided by the IESC, the Mission considered it appropriate to support their
 
local operations and to make use, to the extent practical, of IESC's already

existing capacity as well as their experience and familiarity with the
 
market. To that end, A.I.D. is providing IESC with this Grant which will
 
enable them to channel more of their activities towards investment and export

promotion in those sectors in which the Project is concentrating.
 

In its desire to reach as much of the potentially productive export

sector as possible, the Mission feels it is important that 
the Project provide

mechanisms to address the needs and circumstances of small firms that have the
 
capacity to expand exports. While recipient:; will be required to help defray
 
expenses (we estimate that their average contribution will be $10,000 per

intervention) the TA provided by IESC is expected to be less costly 
to firms
 
than the planned and targetted TA provided by specialized TA firms and
 
individuals under the above-mentioned cost-share arrangement managed by the
 
IC.. This is due to the nature of IESC operations (senior level experts 
are
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volunteers who don't charge for their timey and 
to the fact that the Project

(through the funds provided under this Grant) will be underwriting a portion

of their local costs. In addition, IESC's U.S. operations are supported by a
 
centrally funded A.I.D. grant. 
On a practical level therefore, the firms that
 
will make use of IESC's TA are expected to be generally smaller enterprises
 
that ADEX and the IC have identified as being in a position to expand exports,

but who do not possess sufficient capital to help underwrite the cost of the
 
alternative TA intervention. Nevertheless, IESC may serve any export oriented
 
firms on a cost sharing basis.
 

IESC may also provide specific "tailored" information for Peruvian
 
firms seeking U.S. markets and/or linkage to U.S. partners. This could
 
include market studies, potential partner identification and product line
 
extension recommendations as well as sourcing and pricing technology
new or
 
equipment and identifying potential joint or coventure links with U.S. firms.
 

During their review of the various segments of the export sector,

ADEX and the IC will be able to identify those firms that could most
 
appropriately make use of the TA that IESC provides. 
 They will then pass on
 
the particulars of these 
firms to IESC which will then discuss with the firms
 
both their needs and the cost sharing arrangements under the IESC program.

Once it is determined that a firm will make use of their TA, 
IESC will use
 
their 
normal operating procedures to make all the necessary arrangements.
 
Final reports on the TA provided will be submitted to the Project Office and
 
to A.I.D. Based on past performance reports and the increased awareness of
 
technical assistance availability generated by this Project, we expect that
 
the IESC will be performing about a dozen TA interventions annually with funds
 
granted under the Project. This does not preclude IESC from using Grant funds
 
to assist firms not identified by ADEX or the IC, provided these firms'
 
activities conform to the goals and purpose of this Grant.
 


