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ABSTRA'CT 

L-1.Evaluation Abstract fDo not oxcee< the spD provided) 

Evaluation Abstract 

The project aims: 1) to support ILD in the implementation and dissemination of
 
a major research program on public policy and institutional reform for increased
 
economic competition, democratic strenghtening, and the promotion of free markets
 
including the study of the informal sector; 2) to support the development of an
 
outreach program that will assist ILD to expand its international linkages; and
 
3) to develop a regional training'program. The project is implemented by the
 
Institute for Liberty and Democracy (ILD). This mid-term evaluation was
 
conducted by the consulting firm "Truitt Enterprises" on the basis of
 
consultations with members of the AID/Lima Mission, numerous briefings and
 
follow-up consultations with the research circles, and other Departments of ILD,
 
review of reports and plans provided by ILD and USAID, visits to the Property

Registry in Lima and the Regional Government in Chiclayo, participation in public

hearings, consultations with other organizations and persons knowledgeable about
 
ILD's impact, in Peru and in the United States. The purpose was to assess the
 
progresa made toward meeting the described purpose, goals, and objectives

established in the Cooperative Agreement and the annual implementation plans.

The major findings and conclusions are:
 

- ILD's performance to-date and its plans for the future merit the furtherance
 
of cooperation at planned levels.
 

- ILD should continue its internal effort to clearly deiine its identity. It is 
recommended that ILD should above all be a serious institution of research and 
public advocate of reforms. 

- An international affiliate of ILD should be established to allow for a 
substantial expansion of its international operations. 

- ILD need to accumulate working capital to avoid fund shortages and borrowing.

A special campaign should be planned and executed to obtain $100,000 for that
 
purpose.
 

- Research plan should consider investigating some unchartered territories. 
Among these should be a new perspective on the bureaucracy. ILD ought to look 
beyond removing legal obstacles barring access to formality. In the absence of 
&true market economy, existing formal institutional arrangements are not always
usable in the perception of those emerging from informality. Creating alternate 
transaction channel by repositioning economic agents should be considered. 

COSTS 

I. Evaluation Costs 
1. Evaluation Team 	 Contract Numbnr OR Contract Cost OR 

Name 	 Affiliation TDY Person Days TDY Cost (U.S. S) Source of Funds 

Truitt Enterprises, Inc. (TEl) 	 527-598-0772- $23,844 Project Fund.
 
16-0-00-2057-00
 

George A. Truitt, Economist (Chief of Party) 26 days
 
Pedro de las Casas, Financial Consultant 12 days
 
Bruno Podesta, Sociologist 15 days
 
Shoschana Zusman, Lawyer 9 days
 

2. 	 Mission/Office Professional Staff 3. Borrower/Grantee Professional 

Person-Days (Estimate) 10 Staff Person-Days (Estimate) 40 
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A.I.D. EVALUATION SUMMARY PART II-

SUMMARY 

J. Summary of Evaluation Findings, Conclusions and Recommendations (Try not to exceed the three (3) pages provided' 
Address the following Items: 

" Purpose of evaluation and methodology used * Principal recommendations 
" Purpose of activity(les) evaluated e Lessons learned 
" Findings and conclusions (relate to questions) 

Mission or Office: Date This Summary Prepared: Title And Date Of Full Evaluation Report: 

1. Purpose of Activities Evaluated 

The project evaluated is an important element of 
the democratic initiatives
 program in Peru. 
The project was designed to implement and disseminate a major
research program on public policy 
and institutional reform for 
increased
competition, democratic strengthening and the promotion 
of free markets,
including the study of the informal sector. 
 It will also aim to develop an
outreach program that will assist ILD to expand its international linkages and
 
to the creation of a regional training program.
 

The evaluation carried out indicates that ILD has increased public consciousness
over the role of a participatory democracy and the need for a more transparent
role of the state in the society. 
 ILD's major programs have supported and
advocated the deregulation of the economy, the simplification of administrative
procedures, the transparency and accountability in the decision making process
of the governments and the access to property and the formal participation in the
economy of the majority of the population. This project's major goal looks for
the achievement of broadly-based sustainable economic growth through the
accelerated opportunities for increased popular participation in the economy by
the poor and to strengthen democratic 
institutions that reinforce 
economic
 
freedom.
 

2. Purpose of the Evaluation and Methodology used
 

The purpose of the Evaluation is to assess the progress made toward meeting the
described purposes, goals and objectives established in the Cooperative Agreement
and the annual implementation plans. From this evaluation, and subject to the
availability of funds, A.I.D. and ILD will set forth mutually acceptable goals,
timetables, performance indicators and 
budgets for the activities and programs
to be carried out during the remaining three years of the Cooperative Agreement.
 

The methods used for the evaluation included: 1) consultation with members of
AID/Lima; 2) briefings and follow-up consultations with Research Circles and
other Departaments of ILD; 3) review of reports and plans provided by ILD and
USAID; 4) in site visits to the Property Registry in LIma and to the Regional
Governments in Chiclayo; 5) participation in public hearings; 6) consultations
with other organizations and persons knowledgeable about ILD's impact.
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S U M M A R Y (Continued) 

3. Findings and Conclusions
 

The best known achievements of ILD are significant and not easily quantifiable.

The most notable achievements are the morphology of the informal sector and the
 
analysis of its repression by mercantilist forces. One of the findings of the

evaluation is that ILD has come dangerously close of getting bogged down in the
 
mechanics of implementing change.
 

The mct valuable function of the ILD is that of a think tank. 
Over the long
 
run, ILD will be better off presenting a sparklingly clear image as an
 
independent reform formulator and promotor.
 

It seems that there is no compelling need for the budget of ILD's think tank
 
function to grow beyond present levels except to compensate for inflation and

allow modest increments in internal opportunities and compensation as the
 
institution matures. However, ILD's international activities have reached a

point where management review is indicated. On the one hand, ILD's
 
responsiveness of the first calls of the international community has created
 
personnel problems and, on the other hand, the specific requests 
 for
 
international cooperation already exceed availabity of personnel, so that
 
response to some of them has had to be postponed. ILD management should place

great emphasis on restructuring ILD's international operations.
 

4. Recoimnendations
 

The principal recommendations are:
 

1. AID should continue supporting ILD the planned levels ($1,800,000) for the
 
remaining three years of the Cooperative Agreement. ILD's performance-to date
 
and its plans for the future merit such support.
 

2. ILD should continue its internal effort to clearly define its identity. It

is recommended that ILD should above all be a serious institution of research and
 
a public advocate of reforms. Its domestic field operations are not at all

incompatible with that, provided that they concern themselves with the strategic

issues of democratic insitutional reform, spinning off each pilot operation

quickly, havind due emphasis to self-financing and decentralization in the
 
intitial design.
 

3. An international affiliate of ILD should be established gradually but starting

in mid-1992. Separation of international outreach will make possible its
 
sustantial expansion. At the same time, freed funds should be used to add a few
 
high-level economists, particularly economists, and train short-term field grade

personnel on the job in order to increase the pool of trained personnel.
 

4. While administration has improved, ILD still needs to accumulate working

capital to avoid fund shortages and borrowing. A special campaign should be
 
planned and executed to obtain $100,000 for that purpose. Evaluation also
 
recommends that the Cooperative Agreement be ammended to provide additional AID

funding at the level of $100,000 per year, for a Target of Opportunity Fund. 
MIssion considers more approppriate for ILD to develop their own "Target of

Opportunity Fund" and "Working Capital Fund" as part of its fundraising

activities (for which they have a specific grant from other donors).
 

5. Research plans should consider investigating some uncharted territories. Among

these should be a new perspective of the bureaucracy. ILD plans should also look
 
beyond removing legal obstacles barring access to formality. In the absence of
 
a true market economy, existing formal institutional arrangements are not always

usable in the perception of those emerging from informality. Creating alternate
 
transaction channels by repositioning economic agents should be considered.
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S U M M A R Y (Continued) 

5. Lessons Learned
 
Mission considers that this project is.a model of support for the new democratic
transformations in 
the Third World. The ILD experience has contributed
significantly to expands the theory of deregulation, accountability of state,
participatory democracy and free markets as basic cornestone for the democratic

and economic development of less developed nations.
 

However, the ideas and concepts that the ILD proposes do not always 
fall on
fertile ground. 
 The forces which ILD disputes are deeply entrenched. Peru's
 economy still is more mercantilistic than market-driven, its democratic form of
government decidedly non-participatory. In consequence, some ILD programs like
the Democratization of Government Decisionmaking show least measurable results.
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Threshold Evaluation Final Report
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C OM M E N T S 

L. Comments By Mission. AIDIW Offlice and Borrower/Grantne On Full Report 

the Private Sector Institutional Reform Project is a unique project. It is a
 
regional one managed by USAID/Lima with backstopping responsibilities in
 
Washington D.C.
 
The overall evaluation has been quite positive. Itbrought up arid analyzed issues
 
that were outside of the terms of reference. Evaluation captures the'uniquenees
 
of the project. It did lots of thinking and its overall context permits a more
 
profound undestanding of the Institute's paradigm, research and reforms efforts.
 

The Mission considers that success of the project is in large part due to the
 
following:
 

1. 	 The ability of the Institute for Liberty and Democracy to hire and train
 
high level professionals committed to the study of democracy and freedom
 
of markets.
 

2. 	 A thorough, detailed and consistent study of the informal sector and
 
permanent interest in assisting the regional and municipal governments
 
with tecnical cooperation agreements to expand broadly and nationally ILD
 
reforms and programs.
 

3. 	 Capacity of ILD to promote citizens' inputs through a greater emphasis on
 
mechanisms of participatory democracy such as public audiences, pre­
publication of norms before being enacted into law, and complaint systems.
 

4. 	 Project support to expand ILD's reforms internationally. ILD's exposure
 
to the international community has been greatly enhanced by funding for
 
ILD's training of foreign policy experts, annual conferences, regional 
training programs and publications. 

5. 	 Close project monitoring by USAID/Lima.
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1-EXECUTIVE SUMMARY
 

Some of the results achieved by ILD over the first three
 
years of its Cooperative Agreement with AID (1989-1991) are
 
both quantifiable and significant. Under the Property Rights
 
program, 40,000 real property titles have been processed in
 
the new settlements of Metropolitan Lima, and another 18,000
 
are in processing. The Administrative Simplification Program

has enabled some 70,000 businesses (their exact number is
 
growing every day) to secure the legal rights that flow from
 
registration. Recognizing the socio-economic value of these
 
structural innovations, Peruvian Regional Governments and a
 
dozen foreign countries have requested ILD's assistance in
 
installing the two systems on a large scale.
 

The best-known achievements of ILD are only significant, not
 
easily quantifiable. As part of this evaluation, we asked a
 
former Mayor of Lima how he assessed the impact of ILD on
 
Peru. His answer: "Hernando de Soto has modernized the de­
velopmental discourse in Peru." We also reviewed a large

number of reports to assess the international impact of ILD.
 
One of them quotes the U.S. Assistant Secretary of State for
 
Inter-American Affairs as saying: "...a true revolutionary

is someone who looks at an old reality with a fresh analysis

and comes up with a bold and new approach. Hernando de Soto
 
is an authentic Latin American revolutionary, not just in
 
Peru, but throughout this hemisphere."
 

The two quotes represent public reaction well in two ways:

they acknowledge excellence, and refer to the conceptual

challenge that Hernando de Soto has articulated on behalf of
 
liberty and democracy, rather than to the programs of the
 
Institute of Liberty and Democracy.
 

The most notable achievements are, indeed, the morphology of
 
the informal sector, and analysis of its repression by mer­
cantilist forces. However, even amidst general applause, it
 
is not a simple proposition to stay on that path. To be
 
fully accepted, the message must be proven in practice. One
 
of the findings of this evaluation is that ILD has come
 
dangerously close to getting bogged down in the mechanics of
 
implementing change. It cannot reform Peru, not to mention
 
the hemisphere, going house-to-house. Every time it
 
painstakingly clears away some of the red tape underbrush,
 
the bureaucratic jungle begins to grow right back, as long
 
as the basic institutions of government remain the same. ILD
 
needs to keep its eye on the commanding heights.
 

For that reason, the most valuable function of ILD is that
 
of a think tank. To conduct its research, it immerses itself
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in the Peruvian reality which is representative of most
 
developing countries. But the pilot projects which it orga­
nizes in the process, once they have proven their validity,
 
must quickly be spun off. Towards that end, more emphasis
 
needs to be put on designing self-financing into the model.
 
Since 1989 the Property Registry in Lima has been providing
 
titling services free. It is now experiencing difficulties
 
in continuing, as the Ministry of Housing defaulted, in the
 
usual manner, on four-fifths of the promised budgetary sup­
port. On the other hand, the business registry offices in
 
Chiclayo, Arequipa, Piura, and Lima have taken in more than
 
$ 2m in user fees since a year ago, and are thriving insti­
tutionally.
 

The ideas and concepts that the ILD think tank throws up do
 
not always fall on fertile ground. The forces which it dis­
putes are deeply entrenched. Peru's economy still is more
 
mercantilistic than market-driven, its democratic form of
 
government decidedly non-participatory. In consequence,
 
ILD's third, most fundamental program, Democratization of
 
Government Decisionmaking, shows the least measurable re­
sults. It challenges the established, centralized power
 
structures. But it is not stymied, only diverted to the
 
bases. In the course of this evaluation we asked the Presi­
dent of the RENOM Regional Government why ILD's demanding
 
concepts of Democratic Decisionmaking made any sense to him
 
(he was the first one to adopt them), considering the dis­
ckmfort they entail for the governors. He said: "I have been
 
a Mayor, and learned then that the lasting solution of prob­
lems is not the signing of documents and decrees, but to
 
first gain consensus to openly do what the citizenry
 
wants... That is what we want to spread, and that is why
 
they have made me President of the National Coordinating
 
Council of Regional Presidents. More than anything we have
 
been discussing how to demonstrate efficiency of the Re­
gional Governments instead of the traditional confrontation
 
with the central government." Such leaders are more likely
 
to be found where the political rubber hits the community
 
road, not in the ministries in Lima. ILD's strategy of re­
gionalizing its institutional reform effort is correct. It
 
has perspectives: for political reasons of its own, Congress
 
recently earmarked shares of taxes for regional governments,
 
including a significant 20% of the sales tax.
 

Every time that another property title is issued, a business
 
registered, or transparency of government accepted on the
 
local level, confidence in the society's future grows a lit­
tle. Much remains to be done, however. The state of internal
 
revenue is a good indicator of how low the social consensus
 
is in Peru. Not much more than 8% of GDP is collected in
 
taxes, due to bad laws and worse compliance. The average
 
among developing countries is 18%. Government will command
 
more trust if reforms are carried out on more than a
 
demonstration basis. To amplify the magnetic fields of its
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ideas and model projects, ILD must combine them with strate­
gies which can reach many minds quickly, and release re­
sources far greater than its own. Therefore, advocacy of re­
forms is a vital service for ILD to perform.
 

The "cupola strategy" that ILD has pursued to get its pro­
posals accepted has its rewards (mainly decrees), but also
 
costs. Particularly during the last 18 months when its Pres­
ident was also serving as an adviser to the President of the
 
Republic, ILD's public image became confused, according to
 
most persons we interviewed. A barometer of the public at­
tention that ILD attracts are press clippings. Mentions of
 
ILD's programs in the press have been at very significant

levels, especially in 1989 (800) and 1990 (928), fewer in
 
1991 (652). Over the long run, ILD will be better off pre­
senting a sparklingly clear image as an independent reform
 
formulator and promotor. It should be able to tackle such
 
important but delicate issues as corruption and human
 
rights. That is also the conclusion emerging from ILD's in­
ternal meetings and international conferences. When polled

in January, 1992, of ILD's 75 employees 87% thought that in
 
the future the institute will be very important intellectu­
ally on the national scene (66% internationally), and 75%
 
gave that rating to its impact on the national political
 
scene (29% internationally).
 

A question related to ILD's capacity for advocacy is that of
 
diversification of funding. The Cooperative Agreement be­
tween AID and ILD calls for a gradual increase in the share
 
of non-AID funds to 65% of the total budget by 1994-95. In­
deed, ILD has been able to hold up its end of that bargain
 
so far. That is another indicator of its merit. Two ques­
tions flow from this evaluation in that regard: will such
 
other support at such levels change the content of ILD's ac­
tivities? will other sponsors stand as firmly as the United
 
States government behind advocacy of democratic reform and
 
market economy?
 

In the opinion of the evaluation team, there is no com­
pelling need for the budget of ILD's think tank function to
 
grow beyond present levels except to compensate for infla­
tion and allow modest increments in internal opportunities

and compensation as the institution matures (ILD does need
 
to strengthen its high middle echelon). Better ideas are not
 
necessarily a function of more staff; the opposite could be
 
argued. Significant growth should occur in domestic field
 
operations. The greatest growth is possible in the interna­
tional application of ILD concepts. But first organizational

and personnel matters must be attended to.
 

ILD's international activities have reached a point where
 
management review is indicated. On the one hand, ILD's re­
sponsiveness to the first calls of the international commu­
nity has created personnel problems. Only seasoned profes­
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sionals can provide technical assistance and training
 
abroad, but they also are the grey matter that accounts for
 
the quality of research at home. On the other hand, the spe­
cific requests for international cooperation already exceed
 
availability of personnel, so that response to some has had
 
to be postponed. Accordingly, one of the major recommenda­
tions of this evaluation is to restructure ILD's interna­
tional operations. An affiliate should be established over a
 
period of time, but beginning immediately (ILD's management
 
has been moving in this direction already). Initial short­
term lending of ILD staff using external resources would
 
make possible short-term hiring of replacements, training up
 
a larger number of field grade professionals in the process.
 
ILD would also gain funds: the executives of its interna­
tional affiliate would be paid out of overhead collections,
 
and technology transfer fees would be realized.
 

Such change should be reflected in an Amendment to the Coop­
erative Agreement, along with some other changes recommended
 
below. In this connection, it will be helpful that a healthy
 
relationship between the Mission and ILD has developed, af­
ter a rocky start in 1989. Flexible but persistent urging to
 
improve ILD administrative standards has produced results.
 
Among them are manuals of personnel policies and administra­
tion, and a sophisticated computerized accounting and bud­
geting system. With these tools, sound growth, ac­
countability, and flexibility will be more easily possible
 
in the future.
 

The evaluation team was retained to write a Threshold Evalu­
ation Report. What do we see standing on the threshold which
 
is the half-way point of the Cooperative Agreement? We rec­
ommend that:
 

> AID commit funds to continue the cooperation at the 
planned levels. There is no question in our minds but that 
ILD's performance to-date and its plans for the future merit 
such support. Additionally, that AID establish a Targets of 
Opportunity Fund at the level of $ 100,000 p.a. to 
strengthen ILD's capacity for timely advocacy. 

> ILD continue its internal effort to clearly define 
its identity. We recommend that ILD should above all be a 
serious institution of research and a public advocate of re­
forms. Its domestic field operations are not at all incom­
patible with that, provided that they concern themselves 
with the strategic issues of democratic institutional re­
form, spinning off each pilot operation quickly, having 
given due emphasis to self-financing and decentralization in 
the initial design. 

> An international affiliate of ILD be established
 
gradually but starting in mid-1992. Separation of interna­
tional outreach will make possible its substantial expan­
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sion. At the same 
time, freed funds should be used to add a

few high-level professionals, particularly economists, and

train short-term field grade personnel 
on the job in order
 
to increase the pool of trained personnel.
 

> While administration has improved, ILD still needs to

accumulate working capital to avoid fund shortages and bor­
rowing. A special campaign should be planned and executed to
 
obtain $ 100,000 for that purpose.
 

> Research plans should consider investigating some un­
charted territories. Among these should be a new perspective

of the bureaucracy. Perhaps the rank and file should not be

looked at as "them" but as mimicried informals on government

dole, eager to do better in privatized government services.
 
Similarly, ILD's creative minds ought to look beyond remov­
ing legal obstacles barring access to formality. In the ab­
sence of a true market economy, existing formal institu­
tional arrangements are not always usable in the perception

of those emerging from informality. This concerns, e.g.,

channels of access to credit and markets, and all sorts 
of

realiable and understandable information. Creating alternate
 
transaction channels by repositioning economic agents should
 
be considered.
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2 -INTRODUCTION 

This report on the Threshold Evaluation of the Institute for Liberty and Democracy (ILD) 
was prepared in early 1992 by a team of TRUITT ENTERPRISES, INC. (TEI). The mem­
bers of the team were the following: 

George A. Truitt (chief of party), economist, 26 days. 
Pedro de las Casas G. (administration & finance), economist, 12 days. 
Bruno PodestA S. (programming), sociologist, 15 days. 
Shoschana Zusman T. (legal), lawyer, 9 days. 

This final version of the report in English was preceded by two drafts in Spanish. On 64 
pages and in six annexes the drafts presented more material which was then edited down. 
The patient reader may wish to refer to the drafts. All three versions presuppose some fa­
miliarity with ILD. Uninitiated readers may wish to refec to the front parts of the prior 
evaluation report (ILD: Assessment Report for the First Year of the Cooperative Agree­
ment with the U.S. Agency for International Development, Ernst & Young, March 1990). 

The methods which were used included consultations with members of the AID Mission in 
Lima; numerous briefings and follow-up consultations with the Research Circles and other 
Departments of ILD; review of abundant reports and plans provided by "LLD and USAID; 
visits to the Property Registry in Lima and the Regional Government in Chiclayo; partici­
pation in the public hearings which presented the arbitration project; consultations with 
other organizations and persons knowledgeable about ILD's impact, in Peru and in the 
United States. 

We gratefully acknowledge the indefatigable assistance that we received from ILD's Re­
search Coordinator and USAID's Project Coordinator. 

USAID/Peru had contracted with TEI "to assess the progress made toward meeting the 
described purpose, goals, and objectives established in the Cooperative Agreement and the 
annual implementation plans. From this evaluation, and subject to the availability of funds, 
A.I.D. and ILD will set forth mutually acceptable goals, timetables, performance indicators 
and budgets for the activities and programs to be carried out during the remaining years of 
the Cooperative Agreement." (See Annex I for the Scope of Work.) 

We made every effort to comply with this charge, and hope that the report will be useful in 
charting a course which would enable ILD to fulfil the great expectations to which its past 
performance gives rise. 
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3 -EVALUATION 

3.1 - PROGRAM IMPACT 

Evaluation of the impact of ILD's programs during 1989-1991 has to be overwhelmingly 
positive. The evidence that has been collected shows significant measurable results. More­
over, perhaps even more significant is the indirect, demonstration effect that these pro­
grams have had on the thinking and actions of Peruvians and leaders in a number of for­
eign countries. Testimony to that effect is amply available from the press in thousands of 
clippings collected by ILD's Documentation Center and in statements and actions of gov­
ernment leaders. 

Not surprisingly, the programs that have the least quantifiable results are those that go to 
the core of the deficiencies of the existing centralized power structures. Public advocacy of 
needed structural reforms needs to be strengthened. 

3.1.1 - National Programs 

Property Rights 

In the mid-1980s ILD had developed the concept of simplified property registries for the 
new urban settlements and the countryside. It converts into titled proprietorship the pos­
session of government lands and of the structures erected upon them. Legally valid prop­
erty rights would, it was felt, help integrate these populations into the mainstream, and give 
them access to contingent rights such as credit and title insurance. The existing registry op­
erated by the National Office of Public Records had proved to be woefully inadequate for 
the task, taking as long as 10 to 20 years to register a title. 

After a lively public advocacy campaign analyzing the costs and benefits of the respective 
systems, ILD's proposal to establish "Property Rights for Informal Settlements and the 
Popular Mortgage" became law through Decree-Laws 495 and 496. 

The Real Property Registry began operations in Lima in January, 1990. It features an 
imaginative computer graphics program which serves as instant document locator, and a 
greatly simplified application procedure. Taking about 10 minutes to receive an applica­
tion, and 3-4 months to issue a certificate of registration and title, it issued 32,000 titles that 
year, and 8,000 more in 1991. Another 18,000 are in processing. The Public Records Office, 
employing a much larger staff, accomplished less in some 50 years of its existence. 
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According to leaders interviewed in the new settlements, the value of registered properties 
exceeds comparable unregistered ones 9:1. In retrospect, it seems that it was a mistake 
(made by the government) to launch the registry as a free service (now a modest fee is be­
ing charged). Operations slowed down in 1991 as the Housing Ministry failed to deliver 
four-fifths of the agreed budget. Half of the employees left, and equipment was not main­
tained. That explains the decline in 1991 of issued titles and the high number of pending 
applications. ILD estimates the number of potential beneficiaries at over half-a-million in 
Lima alone. 

The innovation was received by the press with enthusiasm. In 1989, 56 clippings were regis­
tered (ranging from cartoons to lengthy interviews), 199 in 1990, and 62 in 1991. ILD dis­
tributed 15,000 brochures "Property Registry - Land of Owners" and "Democratization of 
Credit through Popular Mortgage." 

The model was also extended by the government to rural properties (Supreme Decree 026-
90-VC and Decree-Law 667). It became the keystone of the "Fujimori Doctrine" to substi­
tute alternate crops for coca. 

ILD signed Cooperation Agreements to install property registries in the Regions of Grau, 
RENOM, and Arequipa. The Municipality of Lima changed its registration of buildings 
and factories in similar ways; as did the central government with regard to rents and ten­
ancy. 

During 1990-1991, 240 loans were approved on the basis of the Popular Mortgage by 19 
banks and S & L. It is interesting to note that 77% of the loan applications came from 
women. Another 200 loans were approved by the National Construction Enterprise simply 
on the basis of property registration (and another 500 are in processing by that government 
housing authority). ILD should analyze more the causes of the limited lending by private 
financial institutions. Certainly they include the externalities of the national economy (high 
and variable inflation, unpredictable interest rates). Interviews indicate demand is low as 
well. That may have to do with a mismatch between the informals' ways and the formal 
credit system, and even psychological barriers (traditional Spanish commitment to land, 
preference for chattel mortgages instead). Informals buy on credit from electric appliance 
stores without collateral. Those interviewed in Lima and Chiclayo said they valued their 
new titles mainly as signifying legal security of their properties, not so much a way to gain 
access to credit. 

Arbitration 

Given the inefficiency and corruption prevailing in the formal Peruvian courts of law, ILD 
proposed in February, 1992 the establishment of an alternate system of justice by arbitra­
tion. The proposal is based on research on the informal systems of justice in force in the 
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new settlements. Of those interviewed, 63% said that they never had sought recourse to 
courts, and 70% stated that they approved of the ways in which the community itself adju­
dicated disputes. Also studied had been the ever-growing uses of arbitration in developed 
countries. The draft bill would apply to all citizens, offering them a simplified procedure as 
independent of the judiciary as possible. 

The proposed bill contains a number of interesting legal innovations, such as mediation, 
single instance, and rapid enforcement. Provision for international arbitration follows, 
properly, the UNCITRAL model. 

Simultaneously, a similar bill was being prepared by a Senator. By submitting its proposal 
to three well-attended public hearings, ILD made a contribution to democratization of 
government decisions. In comparison, the ensuing dispute of "paternity" seems of little con­
sequence, given that the basic principles of arbitration are well established internationally 
already. 

Democratization of Government Decisions 

This program strives to democratize the processes by which government creates norms and 
makes other decisions. Channels for citizen participation are created to press for trans­
parency, feedback, and accountability in government. 

In a poll conducted by the Apoyo company, 78% of those interviewed considered ILD's 
proposal "positive for the country." A plurality of 43% preferred it over an alternate, less 
rigorous proposal offered by the government. Press comments were 7 in 1989, 230 in 1990, 
and 372 in 1991. ILD press releases were reported in Lima, Arequipa, Chiclayo, Tacna and 
Cuzco. Public hearings were held in those same cities plus Trujillo and Iquitos, yielding 
over 400 comments from participants. 

In the RENOM region (Chiclayo) ILD's proposals were embodied in a Regional Executive 
Decree. Work has begun there with Irrigiation Committees to resolve a water dispute. 
Otherwise, measurable results have not at all been commensurate with public acceptance 
of the concept. 

Of all LD programs, Democratization of Government Decisionmaking is the most diffi­
cult, and at the same time, the most important one. This is because it challenges the tradi­
tional centralized power structure. Consequently, it probably cannot make much headway 
using the "cupola strategy." Correctly, ILD has decided to focus on the regional level. It 
also needs to become more of a widely perceived attainable need. Public advocacy should 
be stepped up further and stress jugular-vein topics such as corruption in government and 
human rights, going down to the more malleable level of Peru's 1,200 municipalities. Not a 
small task, unless it can be tackled wholesale through regional government. 
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Administrative Simplification 

This program undertakes to do away with the elaborate procedures and cumbersome 
mechanisms of bureaucracy. Its motto is "the shortest distance between two points is a 
straight line which joins them." Its goals reach as far as deregulation. 

Being trapped in red tape is a nightmare experienced daily by most Peruvians. Conse­
quently, response has been strong, especially at first. The press commented on ILD's Ad­
ministrative Simplification proposals at the rate of 737 in 1989, 499 in 1990, and 218 in 
1991. 

ILD's proposal of a unified business registry became law, together with a Supreme Decree 
on "Regulation Concerning the Unification and Registration of Formal Enterprises". In the 
Regions where registries have been established (Lima, RENOM, Arequipa, Grau) polls 
and journalists qualified it as the most important success of the year. In the Ja~n sub-re­
gion, 14 provinces agreed to issue modifying Ordinances and receive the service through a 
new registry in Jadn. ILD had sent 100,000 posters to the provinces, and obtained signifi­
cant television coverage. The latter included ten sessions of the "Administrative Simplifi­
cation Tribunal" which were presided over by the President of the Republic who made 200 
on-the-spot decisions. Over 28 months ending in January, 1992, 1,189 written denunciations 
were received. The concept of administrative simplification gave rise to another 20 norms 
of various levels, and another 184 norms in part. 

Informal businessmen flocked to the registries. In Lima, average monthly inscriptions rose 
from 1,500 to 4,500; in RENOM, from 75 to 362. By February, 1992, over $ 2m was col­
lected in user fees ($ 30 per registration, or some 70,000 businesses in total). In Chiclayo 
alone income exceeded expenses by $ 91,580 at 12/31/91. 

3.1.2 - International Programs 

The Cooperative Agreement between AID and ILD stipulates that its purpose is "to assist 
the ...ILD in the implementation of an international outreach, research dissemination, and 
training program, the expansion of these activities throughout Latin America and the 
Caribbean (LAC), and the strengthening of ILD's policy development and implementation 
capacity." 

The reality encountered during this evaluation is that ILD's deep Peruvian roots have put 
strong emphasis on policy development and application in Peru (which has had significant 
resonance abroad on the policy level), and its personnel resources have been too limited to 
permit large-scale international outreach (in terms of operations which would apply ILD 



ILD Threshold Evaluation 11 

policies in practice). In the opinion of the evaluation team, ILD should continue to put top 
priority on the quality and scope of its research, lest it lose its excellence and become just 
another plain vanilla international organization. To comply fully with the Cooperative 
Agreement as cited above, it will be necessary to set up an affiliate for international opera­
tions, as will be discussed in later sections of this report, particularly 5.1.1. 

Nevertheless, ILD has been quite active on the international scene. It has followed an ef­
fective pattern: 

> ILD's paradigm (see Annex II) has been presented to the international commu­
nity in the book 'The Other Path" first published in Spanish in 1987. Each time that it has 
been published in another language, the circle of opinion leaders excited by its message 
grew. Such has been the reaction to the English edition in 1989, and later editions in Polish, 
Swedish, Portuguese, and Bahasa. In 1992 it is scheduled to appear in French and German, 
and translations into Swahili, Russian, and Japanese are under discussion. 

> The book's principal author, Hernando de Soto, then receives speaking invita­
tions (in 1991, he made 14 trips abroad). In turn, the visits result in requests for sustained 
cooperation. 

> Follow-up begins by extending invitations to come to Lima to participate in a 
week-long structured orientation program. Between March and December, 1990 ILD 
hosted delegations from Guatemala (3 participants), Bolivia (1), Kenya (4), El Salvador 
(6), Philippines (7), U.S.-IRIS (3), South Africa (60), and Sri Lanka (2). In 1991, there 
were visitors from Honduras, Guatemala, Cameroon, and Nicaragua. The visitors are usu­
ally vice ministers, decentralized agency heads, academicians, and businessmen. What they 
learn, ILD says, is to "understand ILD's language." 

> The visits to the "informality laboratory" which ILD is sometimes lead to the es­
tablishment of sister organizations abroad. They now exist in El Salvador, Guatemala, Bo­
livia, and Venezuela. 

> If they can find financing, these and other groups solicit ILD's technical assis­
tance. Short-term training in Lima is not sufficient for them to start on their own (ILD 
management considers that it takes 6-12 months to train a professional in ILD techniques). 
Requests for technical assistance have been received from El Salvador, Honduras, 
Nicaragua, Panama, Guatemala, Bolivia, Sri Lanka, Indonesia, and Cameroon. They con­
cern property registry and administrative simplification. 

It may be concluded, then, that the four-step method outlined above has been effective in 
defining international effective demand for ILD services. That more programs have not 
been launched is due to ILD's internal limitations as regards organization and personnel 
policy. 
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Technical Assistance 

The first technical assistance contract was signed in early 1990, with the Government of El 
Salvador. A budget of $ 250,000 was provided by USAID to install a Social Property Reg­
istry and elaborate plans for administrative simplification and democratization of deci­
sionmaking. However, due to security conditions the work did not begin until March, 1991. 
It was followed in January, 1992 by a second contract in that country, directly with USAID, 
to continue the work during 1992 with a budget of $ 253,000. 

In December, 1991 a contract was signed with the Honduran Private Business Council to 
install, over nine months, administrative simplification procedures in exports and imports, 
i.a. Funds of $150,000 were provided by USAID. 

In accordance with instructions of the USAIDs, no overhead charges were budgeted in El 
Salvador; and 15% in Honduras. 

The major interest of foreign entities is in the property registry. Its sales appeal is in its 
stunning computer graphics, and in the political stabilization that it ushers in. Democra­
tization of government decisionmaking has had no takers so far. In most of the cases where 
technical assistance agreements are pending, the problem has been on ILD's side: lack of 
transferable personnel. 

An exception is Nicaragua where an agreement in principle was signed in July, 1991 but a 
technical assistance contract to implant the real property registry has been delayed by the 
government of Nicaragua. It needs to settle first a disagreement with the Sandinista oppo­
sition over properties distributed by the previous Sandinista government to its followers. 

ILD expects to start operations soon in Panama and Indonesia. 

ILD Newsletter 

Between April, 1990 and May, 1991 ILD published five issues of its eight-page newsletter 
entitled "Instituto Libertad y Democracia (ILD): Institutions for Democratic Transition to 
Market-Oriented Development." In 250 copies in Spanish and 550 in English, the newslet­
ter gave information on action programs of ILD in Peru and El Salvador, and its interna­
tional conferences. There is no evidence of significant impact. Publication was suspended 
as of June, 1991. 

ILD plans to resume publication in 1992 when editorial review of its audience and contents 
has been completed. 
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Conferences 

In January, 1991 ILD held its first Annual Program Review Conference. Approximately 
200 participants met inWashington,DC,heard presentations by ILD executives, and dis­
cussed them. The high level of participants from U.S. government, international organiza­
tions, major think tanks, and the press is an indicator of the respect that ILD enjoys. One 
participant said later that the conference was a decisive element in his donation of $ 
150,000 to 1LD for fundraising. World Bank participants later arranged a meeting for 
ILD's President with their President. This has led to an earmarking of Japanese grant 
funds administered by the World Bank, for ILD's rural property registry program in Peru. 

The conference was followed by a day of internal reviews of ILD's research programs with 
invited U.S. consultants. 

3.1.3 - Gender Considerations 

On the initiative of AID, ILD contracted in August, 1991 a team of four consultants to 
"evaluate the level of incorporation and effective particiption of women." Research by 
polling has been underway in new settlements in Lima where ILD has been active. They 
were to present their final findings in early 1992. 

A gender perspective could enrich ILD's programs, given the specialized roles that women 
and men play in informal communities. The present inquiry, carried out at the rather dis­
proportionate cost of $ 50,000, may serve as a benchmark. In the future, however, gender 
considerations will need to be integrated more into the work of the Research Circles which 
have viewed the "WID Project" (Women in Development) as work external to their own. 

3.2 - PROGRAM MANAGEMENT 

ILD' top management consists of the President, General Manager, and supporting staff. 

Operating management is divided into Research, Field Operations, Administration, and 
Human Resources. Key line activities are carried out by four Research Circles, and the Na­
tional and International Operations sections. 

The evaluation found an exceptionally high degree of motivation at all levels. The Institute 
isa creation of its President who continues to be its main intellectual driving force. Conse­
quently, daily activities are dependent on his decisions to an unusual degree. In the opinion 
of the evaluators, that is the best available option. 
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3.2.1 - Fulfillment of Plans 

Property Rights 

1989-1990: 

> The first objective of the Circle was to put into operation the project of Legal 
Security and Access to Credit. This was amply accomplished when the first urban Real 
Property Registry became operational in January, 1990 after parallel registration of infor­
mal real property became law. 

> The second objective was to extend informal urban real property registration na­
tionally. This was not accomplished for lack of funds and due to the requirement of first 
making agreements with Regional governments (however, on both counts some progress 
was made in 1992). 

> The third objective called for legally creating a Rural Real Property Registry. 
That was accomplished in September, 1990. 

> The fourth objective of creating a unified collateral registry was implemented 

only to the level of studies. 

1990-1991: 

> The plan called for the physical installation of three more zonal property registry 
offices in Lima. Government funds were not available to do that. However, the target of 
registering 35,000 lots was exceeded nevertheless. 

> As planned, 27 functionaries of the registries were trained. The functioning of 
the Registry was monitored. However, the target of designing a self-financing feature for 
the Registry was not attained. 

> Available funds were still insufficient to extend the urban Registry nationally. 

> As regards Rural Registry, only 230 families benefited. 

> As planned, research was extended to cover coca growing areas with an eye on 
crop substitution. The most significant result was that 180 leaders of coca grower associa­
tions signed up for the property registry program. 
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Arbitration 

The goals were attained during the period of October, 1990 through February, 1992. A 
draft Bill was published, press conferences wer held, a publicity campaign was carried out, 
and three public hearings were held. 

Democratization of Government Decisionmaking 

In general, the objectives of research, draft Bill, and publicity were attained. However, 
training based on manuals and courses was cancelled due to political opposition. The strat­
egy had been to rely on the President (then Alan Garcia). He did request authority from 
the House of Representatives to promulgate such a Law, but the authority was denied. 

The new (Fujimori) Government proposed an ILD-inspired but watered-down norm. It left 
it to the discretion of the Council of Ministers to decide which norms should be governed 
by the new Law. 

Consequently, ILD revised its streategy to "start from the bases". It will work with the Re­
gional governments, taking up such localized problems as water distribution. 

Administrative Simplification 

The objectives had been stated in 1989 in a rather general manner, but the accomplish­
ments have been quite specific: 

Legal Norms: 
> Law of Adiministrative Simplification was promulgated. 
> Unified Business Registry was created. 
> Altogether 17 bills were presented to President Fujimori. However, only four 

have been promulgated. 
> Four Regional Executive Decrees were issued. 
> Regulations implementing the Law of Administrative Simplifactions were ap­

proved, and later amended. 
> A Supreme Decree was promulgated establishing the Unified Registry in Lima 

as a pilot project, and funding was approved by the Legislature. 
> A Supreme Decree was signed concerning reprieve for the accused. 
> Four Mayor's Decrees were issued approving Administrative Simplification. An­

other 184 norms referred to or were based on it. 

An element which is missing from the program is research on the subject of Peruvian bu­
reaucracy. It is important to note that ILD's Administrative Aimplification was not en­
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trusted to a discrete entity, as ILD had proposed, but by law to the Public Administration 
Institute. Yet little has been done to ascerta,:W the bureaucracy's response to this innova­
tion, and how to work with it. 

A related concern is training. Members of the Administrative Simplification Research Cir­
cle participated in as many as 230 meetings during 1990-1991 to promote the concept. But 
little of that amounted to adequate training of the future implementors. This may improve 
as manuals have been written, and agreements made with various institutions calling for 
training. 

3.2.2 - Role as Generator and Implementor of Ideas 

ILD was established in 1980 as an institution of research. Thanks to the exceptional perspi­
cacy of its founder, Hernando de Soto, and the dedication of his collaborators, initial re­
search produced a definition of informality which has enormous seminal potential. Pub­
lished in 1987 in "El Otro Sendero" (The Other Path), ILD's doctrine was quickly recog­
nized in Peru and abroad as a fundamental contribution to the theory of development. Its 
analysis of the Peruvian contemporary society as mercantilistic had resonance, identifying 
impediments to the establishment of democratic institutions and market economy. 

Three successive Governments of Peru have sought ILD's assistance in putting into prac­
tice the reforms which it was propounding. ILD responded with enthusiasm. Going beyond 
research, it began to draft laws, organize presidential tribunals, install property registries, 
even formulate a program of coca substitution. 

At the same time, ILD's cooperation with government has been by no means an orderly 
process. The more traditional-minded power-holders on all levels have been waging fierce 
resistance. Soon ILD's management faced a dilemma: its human and financial resources no 
longer seemed adequate to do both research and reform implementation. 

To put the problem in perspective, one can draw comparison with the situation of compa­
rable research institutes in contemporary Central Europe. In that region 1989 witnessed a 
moral and therefore total collapse of the established powerstructure. Thus the proponents 
of democratic institutions and market economy enjoy the support not only of the public, 
but also the new powerholders who absorb transformation-oriented research products 
faster than they can be produced. There has been no comparable political discontinuity in 
Peru, and ILD finds itself fighting for the republic surrounded by the king's soldiers. 

ILD also has responded constructively to AID's call for sharing ideas and concepts with 
other developing countries. The commitments and pressures thus created also have been 
weighing heavily upon ILD's ability to maintain undiminished its basic function, research. 
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This evaluation found that the conflict among the three responsibilities--as researcher, as 
co-implementor of reforms in Peru, and as provider of technical assistance abroad--creates 
serious problems in the utilization of personnel, confuses the public image of the institute, 
and makes good management of resources difficult. What aggravates the problem is that 
both Peruvian and international leaders identify ILD with the person of its President. In 
consequence, Hernando de Soto, ILD's principal thinker, becomes involved in an excessive 
number of matters which pull him in opposite directions. His service as an adviser to the 
President of the Republic brought this situation to a head. His recent resignation from that 
post provides him and ILD with an opportunity to redefine what they consider the optimal 
identity of the institute. 

ILD's managers are well aware that it is the research function that is the institute's founda­
tion, and that its field programs must be restructured to give recognition to that priority. 
The objective of such restructuring should be to permit substantial expansion of field oper­
ations at home and abroad, but using such approaches as would leave undisturbed ILD's 
proper functioning as a research institution. TEI's recommendations to that effect are pre­
sented in Chapter 5. 

3.2.3 - Institutionalization 

Property Rights 

ILD has been endeavoring to implant notions of modern market economy among the in­
formals. However, concepts such as private property rights are still governed among infor­
mals more by traditional community rules. An example will illustrate the problem. In an in­
terview, an informal community leader stated that when the registered owner of a lot left 
for what seemed too long, the Settlement Council decided to declare abandonment and 
adjudication to another. Such community vetos undermine the value of modern concepts 
such as mortgage. 

Similar evidence of problem-resolution by the community was uncovered by ILD during re­
search for the arbitration program. Indeed it may be that in time legally valid arbitration 
will take the place of traditional community decisionmaking. As of now, more research 
seems indicated on the meshing of communal and individual property rights, on the way to 
modernity. Very likely this will be even more important in the rural communities to which 
simplified property registration is to be extended. 

Even more serious is the problem of registered properties which have been abandoned by 
one of the couple, not an infrequent occurrence. In those situations the lot, which had in­
creased in value by registration, would become worthless by becoming intransferable. Re­
course to the formal system ofjustice runs into the usual bottlenecks. ILD needs to seek al­
ternate solutions. 
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Three real property registries had been planned for Lima, but only one is functioning in the 
center of the city. Most registrants have to travel a long way (fortunately, the registration 
takes only 10 minutes in the well-equipped office). The government had been unable to 
provide funds for the other two registries. Worse, it has been able to provide only $ 
4,000/month instead of the budgeted $ 20,000/month for the central registry. Only token 
fees are charged to the users. Lack of resources beyond a minimum payroll makes impossi­
ble promotion in the new settlements. That is why new applications have been declining, al­
though barely 10% have registered. 

The National Office of Public Records appears not to accept the existence of the Real 
Property Registry, legal mandate notwithstanding. As a result, 14,817 new settlement titles 
are awaiting transfer to the Registry. 

The twin problems--lack of funding and the jealousy of the bureaucracy--threaten the very 
existence of the Real Property Registry. To become institutionalized, it needs to collect 
enough user fees to finance its full-strength functioning. ILD also needs to find a better 
way to deal with the bureaucracy. 

Administrative Simplification 

In this program, efforts to spin off institutional arrangements have had mixed results. 

The simplification Tribunal was deactivated by President Garcia when his interest waned. 
When denunciations continued to come in they were referred to the National Public Ad­
ministration Institute, an organization not renowned for its activism. Neither the tribunals 
nor the system of denunciations became institutionalized. 

On the other hand, the Unified Business Registry is functioning on a sustainable basis not 
only in Lima but three other Regions as well, and municipalities have used it for business 
permits. 

The Morlization campaign flourished briefly during the tenure of Education Minister 
Gloria Heifer. When she left, the campaign stopped. 

The record shows the weaknesses of the "cupola strategy", and the raerits of establishing in­
stitutions which finance themselves. The former approach gets attention from the press; 
the latter establishes institutions which last. 
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3.2.4 - Allocation of Resources 

The sharing of ILD's human resources between its national and international programs has 
not been working satisfactorily. Basically, ILD personnel are assigned to domestic research 
and implementation. When the need arises in the international program, a staff members 
is borrowed and sent overseas. Inevitably, the dislocation suffered by domestic programs is 
greater than the gain accruing to the international program, since the discontinuity occurs 
in the latter as well. 

As regards allocation of financial resources, ILD has used USAID/Peru resources to fi­
nance the bulk of its national programs, and to promote its international activities. The two 
activities have been commingled financially. International technical assistance programs 
have been financed from other sources, as have other domestic programs. 

Contracts in El Salvador made no provision for overhead costs; the Honduran contract did 
at the level of 15% of direct costs. In both cases, USAID guidance was determining. If ILD 
is to develop an adequate international operation, it must provide it with its discrete base 
staff and logistics, and all international donors should contribute to its maintenance pro­
portionally. 

3.2.5 - Organizational Structure 

Having undergone various modifications over time, the current table of organization of 
ILD is shown on the following page. 

The Executive Committee seems to have been more of an advisory organ to the President 
in matters of personnel remuneration than an executive unit. Its membership and respon­
sibilities are not defined. 

Of the three top research positions, two are vacant. One of them, calling for a general 
Manager of Research, seems unnecessary. On the other hand, there is an urgent need to 
fill the position of Director of Economic Research. Working in coordination with the ex­
isting Director of Institutional Reserarch, he should fill the gaps in research which are dis­
cussed elsewhere in this report (mainly market institutions). Also, each Research Circle 
should have at least one economist. ILD staff indicated some resistance to the idea, con­
sidering that "economists just want to measure things". Nevertheless, economists are 
needed if ILD is not to be limited to just a politico-legal approach to reform which does 
not fully empower the informals to become active participants in market economy. 
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Between February, 1990 and March, 1992 ILD employed a Director of International Pro­
grams who made a significant contribution in that field. Alternating between Washington 
and Lima, she had responsibility for foreign visitor training in Lima, development of inter­
national technical assistance programs, information dissemination (newsletter, interna­
tional conference, magazine articles, translations of "'he Other Path"), donor relations, 
and research in the U.S. As of March, 1992 her responsibilities will be divided between a 
U.S. free lance fundraiser (funded by a restricted private grant), and the International Pro­
grams and Operations Departments of ILD in Lima. 

The merging of national and international responsibilities in one Department seems sub­
optimal, as does the separation of international marketing from operations. It is recom­
mended to separate out in one unit (see 5.1.1 below) all international technical assistance 
operations (promotion and supervision). To maintain a Division of National Operations
which would include the Promotion and Diffusion line unit (now in staff status). And to 
create a new External Relations Division consisting of Donor Relations, Publications, and 
the Documentation Center (library). 

3.2.6 - USAID/ILD Relations 

Interviews with those involved on both sides indicate that at times there were tensions in 
the relationship between ILD and USAID/Peru, mainly during the first year. USAID has 
to comply with the laws and regulations of the United States government which tend to be 
quite specific and detailed. ILD, on the other hand, operates in an unstable environment 
which does not tolerate rigid programming. While ILD considered certain USAID controls
 
excessive, USAID deemed insufficient some of the controls maintained by ILD. In the
 
opinion of the evaluators some of that is inevitable, given the different responsibilities of
 
the parties, and from some points of view even desirable.
 

At any rate, an adequate modus vivendi has been developed. A review of documents such 
as amendments to the Cooperative Agreement and Implementation Letters indicates a 
sound working relationship. With persistence but also with much sensitivity USAID in­
sisted on what it considered necessary; and ILD responded appropriately, providing ample 
information and requesting approvals, although at times with some delay. 

Adding a Project Coordinator has worked out well. He monitors compliance with the Co­
operative Agreement, serves as liaison, facilitates the flow of program information from 
ILD to USAID and administrative information in reverse; his participation has been par­
ticularly productive in the preparation of reports and financial documents. 

It must be acknowledged that the smooth functioning of the office of Project Coordinator 
has been due to the alacrity of the incumbent who has been evaluated by USAID as trust­
worthy, dynamic, and good at interpersonal relationships. His interest in ILD's ideas has 
been reciprocated by good acceptance. 
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A noticeable imrr:ovement has been attained in the flow of funds (except in February, 1992 
when reportedly computers went down in the payments office in Mexico). 

3.2.7 - Personnel Policy 

In the third quarter of 1991 ILD adopted a Manual of Personnel Policy, and in January, 
1992 also manuals on hiring and on performance evaluation. These are important im­
provements which will serve ILD well. 

Not entirely resolved remain payroll problems related to inflation. To protect employees 
against the high rates of inflation that Peru has been experiencing, the payroll has been 
dollarized. However, due to capital and illegal flows, the purchasing power parity of the 
dollar with the sol also differs substantially (5-40%) from the nominal exchange rate at 
times, in both directions. Recently, when the nominal exchange rate was shortchanging 
employees substantially, an equalization supplement was sought and obtained from US-
AID, for the period November, 1991 - March, 1992. This is a rough and ready measure, 
necessary to be sure, but also inequitable (the justifiable amounts change every month [but 
not the supplement], and the supplement is available only to middle and lower echelons). 

The evaluators consider that it would be more appropriate for USAID to drawn down ev­
ery month from the allocated global fund the amount of dollars necessary, after conversion 
into soles at the nominal rate, to finance ILD payroll in soles. The payroll would be fixed in 
constant soles, to protect employees against inflation. Therefore the amount in soles re­
quested from USAID would increase every month by the rate of inflation. The dollar 
equivalent would very only by the amount of exchange rate distortion. Over time, the over­
and under-valuations of the nominal exchange rate in comparison with the real inflation 
rate would offset each other to some degree. Unfortunately, the evaluators also had to 
agree with ILD administrators that keeping their books in soles would wreak havoc with 
their budgeting capability, as long as Peruvian inflation remains above negligible levels (it 
is 4%/month currently). The change to a soles payroll can only be made when the sol has 
been stabilized to a reasonable degree. Elimination of the exchange rate market failures 
will then be practicable. In the meantime, temporary dollar salary adjustments are the best 
available option. 

Two provisions of the Personnel Policy Manual should be revised. One (Section VIII.16) 
which provides for salary bonuses for added responsibility and periods in travel status, fea­
tures no limits (one employee currently receives 30%). A limit should be established 
(perhaps 15%), and the section should refer to internal travel only. Another (Section 
VIII.13) sets a limit of 15% for bonuses on overseas assignments. In the opinion of the 
evaluators, this is too low to motivate employees, and should be raised to 30%. 
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3.2.8 - Purchasing 

ILD's annual budgets include provisions for purchases. In addition, ILD submits to USAID 
trimestrally a plan of acquisitions. 

The purchasing manual and controls are satisfactory. Procedures have been established for 
acquisition of fixed assets, services, and purchases of materials to maintain optimal inven­
tories. 

3.3 - FINANCIAL MANAGEMENT 

3.3.1 - Diversification of Funds 

In accordance with the Cooperative Agreement, ILD is required to raise funds from other 
sources. The schedule (Amendment # 6) provides for progressive increases in the share of 
other funds. The planned and actual figures compare as follows: 

Other Donor Funds
 

year 1 2 3 4 5 6
 

% target 22 28 35 49 55 65
 

K$ target 517 883 1,275 1,735 2,210 2,210
 

K$ raised 1,257 1,072 678
 

The figures, as stated, indicate that so far, against a cumulative target of $ 2,675,000 ILD 
raised $ 3,007,000. However, they also indicate a declining aboslute amount received from 
other donors. 

The first explanation is that for year 3 (ending April, 1992) ILD has been planning on an 
additional $ 550,000 of Japanese government funds administered by the World Bank to ex­
tend the Property Registry in Peru. The World Bank has confirmed to the evaluators that 
such is the intent, but that very likely it will be confirmed only during year 4. 
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The other reason is that contracts for international technical assistance, requested by for­
eign entities, have been deferred by ILD due to personnel limitations. If these can be over­
come, the outlook will brighten. 

To raise over $ 2m per year starting in year 5 will clearly require a major effort. ILD's 
fundraising plans focus on the following sources: 

> Technical assistance contracts abroad (immediate prospects in Panama, Indone­
sia, Nicaragua). 

> International organizations (a second tranche of Japanese/WB funds of $ 
570,000 is under discussion). 

> Corporations. 
> Large foundations accustomed to providing institution-building support. 

The question must be asked how such a substantial change in the composition of funding 
sources will affect the content of ILD's programming. Each donation brings with it a pack­
age of goals, preferences, and controls. Will the donors of 65% of ILD's funds be as firm as 
the United States government in backing such high-risk efforts as democratization of gov­
ernment decisions, and public advocacy of such reforms? 

3.3.2 - Compliance with Covenants 

Dedicated Bank Account 

This covenant of the Cooperative Agreement requires that funds received under the 
Agreement be maintained in discrete bank accounts. ILD has complied by maintaining 
USAID funds in separate dollar and soles accounts. 

At times it has been necessary to borrow funds from one donor account to replenish the 
balance of another. Usually, this was in favor of the USAID-earmarked accounts as trans­
ferences of funds from USAID lagged behind schedule. As improvement was achieved in 
the USAID cash flow, the frequency of such borrowing has decreased, but it still occurs. 
There is a need for working capital owned by ILD. 

Bookkeeping 

The covenant requires ILD to maintain books which would classify and summarize finan­
cial transactions related to expenses incurred under the Agreement. This has been done. 

USAID has requested t.tat trimestral financial statements be submitted in audited form, so 
as to discover discrepancies earlier than annually, and speed up annual settlements. This is 
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a good suggestion, in the opinion of the evaluating team. However, its value needs to be 
compared with the cost of such additional audits. 

The recently installed accounting system permits presentation of reports by donor and by 
cost center. This will facilitate the presentation of reports to donors. 

Financial Statements and Audits 

According to the covenant, ILD's financial statements must be prepared in accordance with 
generally accepted accounting practices (GAAP) and audit standards (GAAS). The 
covenant also requires that external auditors verify whether ILD maintains adequate inter­
nal controls, financial and personnel management, as well as management structure, pur­
chasing procedures, personnel policies and levels of compensation. 

ILD retained the audit firm Alonso y Asociados, and they prepared the first audit report in 
June, 1990 (for 1989). The report discusses the March, 1990 evaluation report prepared by 
Ernst & Young. Since the audit reports for 1990 and 1991 are not yet available, what fol­
lows is an update on the status of the observations made by the auditors in mid-1990: 

> Organizational changes have been made, and a personnel policy formalized. 
> Activity reports continue to be semi-annual, since USAID did not accept the 

recommendation of annual reports. 
> A Project Coordinator has been hired, and has been very useful. 
> ILD has raised more funds from other donors than was required by the Cooper­

ative Agreement (Amendment 6). Cash flow problems have been reduced by improved 
procedures and the work of the Project Coordinator, but not completely. 

> Accounting recommendations have been carried out, except that an external 
fund accounting expert has not been engaged. 

> The major failure to comply with covenants has been the lack of audited financial 
statements for 1990 which were due four months after the fiscal year's end. This is harmful 
to the image of ILD, particularly in fundraising. The reasons for the delay are several. 

One reason is that USAID delayed until October, 1991 to approve the selection of 
auditors. Another reason is that it was in 1990 that ILD entered upon the design and 
implementation of a new accounting system by donor. Serious difficulties were 
encountered in both respects, and much work with the auditors was required to correct 
them. The most difficult problem to resolve was an accounts receivable amount of $ 58,174 
from UNDP. That amount did not agree with the audited statements of UNDP. The 
reason was that UNDP was disbursing to ILD in dollars, but ILD received intis. The 
necessary correction (exchange rate loss and increase in advances received) are being 
made, and will be communicated to the external auditors. 
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> A final covenant problem is that ILD presents to USAID trimestral unaudited 
financial statements with considerable delay (e.g., those due in September, 1991 were pre­
sented in February, 1992). ILD Controller hesitates to prepare each statement until the 
previous one has been approved, since statements are prepared by donor. And USAID ap­
provals have been slow in coming (e.g., the October, 1991 statement was approved in 
February, 1992. Apparently processing is slow due to the multiplicity of offices through 
which the document has to pass. USAID Financial Manager feels that shifts of disal­
lowances can be made retroactively, hence late approvals should not delay statements. It is 
recommended that the latter position be accepted, since USAID agreed not to require that 
original vouchers accompany the statement (they will be verified in situ by USAID Project 
Coordinator instead). Also, minor disallowances may also be absorbed by unrestricted 
funds even on a current basis. At the same time, the delays that have been experienced in 
USAID seem excessive and should be reduced by the USAID Project Coordinator. 

3.3.3 - Cash Flow 

Cash flow problems were severe during the first year of the Cooperative Agreement, but 
have been overcome by and large, according to the Budget Department of ILD. ILD pre­
sents fund requests at least ten days before the first of each month, and funds usually arrive 
on time. (In 1991, the 9/10 request was honored on 10/1; 10/18 on 11/12; 11/20 on 
12/11.) 

In cases of substantial delay (as occurred in February, 1992), ILD Controller uses bank 
overdrafts. Since AID does not reimburse interest expenses, the cost is charged to unre­
stricted funds. The same is done with regard to the sales tax paid on AID-financed pur­
chases, because of similar AID statutory restriction. If no such funds are available at that 
moment, AID cash is used against an accounts payable offset which is later liquidated. 

Cash flow is facilitated by the trimestral cost estimates which ILD presents, which in turn 
have been made easier to calculate due to reduction in the rate of inflation. 

3.3.4 - Accounting System 

Introduction of a new accounting system--by donor--without the benefit of expert advice 
caused great difficulties which required great efforts to correct them. With a new ILD Con­
troller and other staff on the scene in 1991, progress was made, but haltingly. 

The presentation of the final, computerzied accounting system which was made to the 
evaluators in February, 1992 gave rise to much hope that at last a flexible and reliable sys­
tem was at hand. It makes possible budgeting and accounting by donor and by cost center. 
It is evident that much hard work had gone into perfecting the accounting system, and that 
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the results inspire confidence. The outlook is for much smoother functioning. Indeed, 
unaudited financial statements for the period ending December 31, 1991 were then pre­
sented for AID accounts. 

ILD has yet to define an audited overhead charge formula. It isurgent that this be done, so 
as to treat all donors equally, and be able to negotiate overseas contracts which would re­
cover both direct and indirect costs. It is recommended that a guide be prepared to deter­
mine which costs are customarily attributable to operations, and which costs pertain to ad­
ministration or expenses not easily distributable to certain defined operations. The new ac­
counting system should then be used to accumulate experiential data which would serve as 
basis for calculating the ratio of overhead expenses to direct costs. The percentage charge 
would then be applied to all proposals to donors and contract sponsors, subject to annual 
audit and annual adjustment. 

3.3.5 - Working Capital 

Apart from the trimestral estimate of funds needed from USAID, ILD does not prepare 
cash flow projections. With the projected growth of funds from other sources, this may 
need to be supplemented by an all-encompassing twelve-months' cash flow budget adjusted 
monthly. It is recommended that this be done in order to reduce the cash flow problems 
that ILD has been experiencing. 

In the world in which ILD operates, both as regards donors and the rhythm of operational 
expenses, the unexpected must be expected. For that reason, cash flow projections will not 
dispose of the cash availability problem. ILD needs working capital (it has none now, unre­
stricted donations are spent). It is recommended that ILD develop a special endowment 
campaign to establish a working capital fund of $ 100,000. Sources could be unrestricted 
donations, "friends of ILD" (solicitation of individuals for that purpose), sale of publica­
tions and training services, and a technology transfer charge collected on foreign contracts. 
Properly administered, the fund would grow further by interest earnings. 
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4- REVIEW OFPLANS 

4.1 - PLANS FOR ONE AND THREE YEARS 

Action plans which have been prepared by the Research Circles and ILD Departments for 
the fourth year of the Cooperative Agreement, and for the second three years that begin 
that year, are presented in Annex III. Ongoing and additional national and international 
programs are discussed among each Circle's activities. What follows are the evaluators' 
comments on those plans. 

Property Rights 

The Circle set itself the goal of improving the functioning of the Real Property Registry in 
Lima by investment in fixed assets and working capital. It did not say how this is to be 
achieved. In view of the experience that has been made, it seems crucial that such addi­
tional financing be obtained from increasing the user fees from their present token levels. 
The Circle should have a plan for how to bring the Ministry of Housing, of which the Reg­
istry is a dependency, to the realization that increased fees are necessary. 

Contingent on the outcome of that effort, promotion of the use of the Registry should be a 
function of the Registry, not of ILD directly. Conversely, if reliable financing cannot be as­
sured, it would be counterproductive to promote greater use which the weakened registry 
could not handle. 

ILD has found that there are some 30 uncoordinated chattel mortgage registries in Peru 
which create legal insecurity; and that often they do not accept items customarily used by 
rural folk such as machinery. Thus the plan to research the idea of a "popular chattel mort­
gage" seems promising. It should include, however, an examination of the nexus between 
the existing formal credit channels and the informals. Experience shows that in similar con­
texts the interaction was poor. 

Arbitration 

If the ILD proposal, or its equivalent, becomes law, diuligent follow-up will be necessary to 
institutionalize arbitration as a parallel system of justice. That should include field re­
search, training of arbitrators, possible amendment of the legal norm, and user promotion. 
Attention will need to be paid to literacy and gender considerations. 
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Democratization of Government Decisionmaking 

The plan foresees making the RENOM region a showcase to attract the other eleven re­
gions. It should include training of the target groups to develop adequate methodology. 
Also, provision should be made for follow-up to obtain feedback and measurements of the 
program's impact. 

Research will focus on the normative and decision-making processes of the informal sector. 
It would be desireable to include a gender perspective. This should not be done mechanis­
tically by counting participation by gender, but by investigating the specialized roles that 
men and women play in social, economic, and political organizations. 

Administrative Simplification 

The stated goals do not adequately reflect the indications that have been received from 
Circle members to the effect that the program is progressing from simplification to dereg­
ulation. 

Social conduct seems to be given less attention than judicial mechanics. The environmental 
theme does not seem to grow out of the previous three years' work of the Circle, and gen­
der considerations are absent. 

Goals state well the quantified objectives (e.g., in terms of 10 regions), but do not deal with 
the consolidation of what has been accomplished so far, except for revitalizing the Com­
plaint System. 

Technical Assistance Operations 

The implementation of ILD's innovations by field operations both in Peru and abroad will 
benefit from the planned continuation of "industrializing ILD products". Training and pro­
cedural manuals will be of great help. 

However, it is difficult to see how international technical assistance could function 
smoothly as long as it has to compete for the same personnel and core funds with the cru­
cial domestic research and implementation efforts. 

4.2 - FOOLOW-UP 

Evaluation, follow-up, and control of projects and programs are of great importance to de­
velopment institutions because they: 
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> Permit the generation of quantifiable information about the progress of the 
project. 

> Provide feedback for research, implementation, and institutionalization, aiding 
in the adjustment of mechanisms, procedures and goals. 

> Allow the measurement of project impact, and thus valuate the results to others 
(e.g., funding sources). 

In the case of ILD, follow-up could make an important contribution. The institute has 
passed through two distinct periods of existence: 1980-1987 when it was fundamentally a 
research institution; and 1988-1991 which was a period of activism to implement reforms 
and advise Presidents of the Republic. Incorporation of follow-up techniques into the plan 
implementation process could sytematize ILD's institutional experience which was the 
subject of internal planning meetings held in Arica. 

In practice, ILD has been evolving in this direction. In the first phase (1989 - February, 
1990) only reports required by sponsors are prepared. In the second phase (February, 1990 
- March, 1991), a member of each Circle describes results which have been achieved, with­
out reference to any prior plan. The document is then critiqued by the Circle before a final 
version is prepared. In the third phase (since April, 1991), tables are prepared in meetings 
which record, in percentages, progress according to phases of the ILD Institutional Reform 
Process (from empirical observation to spin-off). The result is called Flow Chart. 

It seems time to progress further to a follow-up system which would produce quantifiable 
information on the basis of solid indicators. Considering how much has been accomplished 
already, that would not be difficult nor expensive. Since ILD already practices management 
by objectives, such a system would be a useful management tool at all levels, and of course 
for fundraising. 

The system should be designed by the Circles themselves, lest they consider it as an unac­
ceptable tool of control. Its purpose would be to measure the impact of programs, going 
beyond press coverage and ILD's own activities. Response to the ILD message should be 
measured among target groups: high government functionaries, middle- and lower echelon 
bureaucracy, political and labor leaders, opinion makers, and intended beneficiaries among 
the informals. E.g., it would be useful to know the responsiveness of women to the posters 
ILD uses in the new settlements. They have quite a bit of text, and illiteracy among poor 
women can be as high as 70%. 

The evaluators have presented to ILD drafts of follow-up charts that could be used to de­
velop the system. 
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5 - RECOMMENDATIONS 

5.1 - ACTIONS TO RESOLVE THE PRINCIPAL PROBLEMS 

5.1.1 - International Technical Assistance 

In order to expand ILD's capacity to apply its concepts and technologies in the foreign 
countries that may request such cooperation, it is recommended to restructure the interna­
tional operations of the institute. This should be done in a manner which would protect and 
strengthen ILD as an institution of research. 

Taking into account that ILD management already has opted for this course of action, it is 
further recommended to begin at once the restructuring justified in sections 3.2.1 and 3.2.2 
above. At the same time, this should not lead to discontinuities in operations. Conse­
quently, the change should be implemented gradually, taking each step after the previous 
one has been completed, as follows: 

> Select name. Recommendation: ILD International (ILDI). 

> Appoint an Executive Director and his Deputy, both preferably from experi­
enced staff. 

> While still merely a division of ILD, ILDI should take over contact with all po­
tential new international partners. 

> Review options for legal status, such as non-profit institution or consulting firm. 
Apply for the preferred status. Recommendation: non-profit organization. 

> Sign additional international technical assistance contracts. They should include 
provision for recovering overhead costs of ILDI using a percentage formula for indi­
rect:direct costs based on audited experience (20% initially). Also, a 15% of salaries charge 
for ILD technology transfer. As appropriate, USAID/Peru should certify to other USAIDs 
that these charges are not financed by it. Where AID funds are involved, counterpart na­
tional organizatiur.s should be encouraged to solicit a grant rather than contract for ILDI 
services, to maintain greater flexibility with regard to salaries which should include a 30% 
overseas service bonus. 

> When ILDI has become a legal person, a long-term contract should be signed be­
tween it and ILD. Its provisions should call for seconding personnel to ILDI, with the latter 
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paying their salaries plus a 30% bonus, and another 15% to ILD for technology transfer. 
For 12 months after the legalization of ILDI, ILD would guarantee the administrative bud­
get of ILDI, after prior approval. ILDI would also reimburse ILD for administrative 
support services such as accounting, purchasing, and communications. 

> To the degree as operations may grow and with them overhead income without 
increasing the percentage, ILDI will acquire its own technical staff (in addition to the two 
supervisors). Availability of such in-house personnel would facilitate backstopping field 
teams and program promotion. 

> Program promotion should include the establishment of ILD affiliates. ILDI 
would assist them in defining their goals and sources of financing. In the eyes of possible 
sponsors, ILDI would serve as the provider of a "good housekeeping seal" connoting 
proven effectiveness. (In this connection, it is recommended that ILD study the experience 
of ACCION INTERNATIONAL/AITEC.) 

The establishment of ILDI would permit ILD management to give its full attention to its 
think tank function. Seconding technical staff to ILDI payroll would permit training up, on 
short-term replacement basis, a number of additional professionals experienced in ILD 
techniques, for the benefit of both. Income received for technology transfer would provide 
unrestricted funds (to build up working capital, i.a.), as would the shift of payroll now dedi­
cated to international program promotion and supervision. 

5.1.2 - National Operations 

ILD's research benefits from the practical application of its results in Peru by obtaining 
feedback, verification, and adjustment. However, the need for improving public services is 
so great that it could absorb all of ILD's resources. Hence the need for striking a sound 
balance between research and application. Toward that end, the following recommenda­
tions are made: 

> Self-Financing.- If ILD launches a service, such as the real property registry, as a 
free promotion, its durability is fragile. Given the current state of public finance, chances 
are that soon two unpleasant choices will have to be faced: indefinite continuation of for­
eign subsidy or termination of the service. It is recommended, therefore, that the initial de­
sign of service provision always include significant financial contribution from the benefi­
ciaries. This may be done directly in the form of user fees, as in the successful case of busi­
ness property registry; or indirectly, by getting the appropriate legislative body to earmark 
a portion of a tax (as in the case of Regional governments). When the benefit is at first not 
easily appreciable to the beneficiaries, the charge may have to be supplemented by a par­
tial subsidy, provided that there is a sunset date and promotion of use. 
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> Targets of Opportunity Fund.- Some of ILD's propositions are quickly accepted 
by the government. Others, while perhaps applauded in principle, are blocked by vested in­
terests. To put them across, ILD must have recourse to public opinion to a degree which 
would make it uncomfortable for political leaders to continue to let them fall by the way­
side. To do that effectively, ILD must seize opportunities of the moment, when issues are 
starkly drawn for all to see. E.g., the resignation of Hernando de Soto from his post as 
presidential adviser, justified as it was by reference to corruption (which was then acknowl­
edged by the President of the Republic), sensitized the public to the corruption issue with 
which it is, moreover, quite familiar. That was an opportunity for ILD to launch an anti­
corruption campaign (which it had been planning for some time). Seizing such opportuni­
ties should be encouraged. 

Getting publicity is expensive, and the necessary funds are hard to find in long-term gen­
eral budgets without jeopardizing core activities. It is recommended that the Cooperative 
Agreement be amended to provide additional AID funding at the level of $ 100,000 per 
year, for a Targets of Opportunity Fund. To draw on this fund, ILD would present, when 
the occasion warranted it, ad hoc plans for advocacy campaigns, and obtain the funds 
quickly if approved by USAID/Peru. 

> Economists.- Except for the two top managers, at present there are no 
economists in ILD. This deficiency should be corrected with urgency. Their participation 
will permit a more balanced program of research, particularly as discussed further below 
(5.2.1). There is some resistance to this notion among the Research Circle staff who con­
sider economists as "those fellows who just want to measure things". Accordingly, the 
economists will have to plan to prove their worth, with some assist from management. 

Financial Management
 

Improvements in financial management--both those that have been accomplished and 
others that are recommended--have been discussed in section 3.3.2 above, to facilitate 
understanding. What follows is a summary of the recommendations made there in more 
detail. 

> Audit.- It is most urgent the ILD complete the audit for 1990 immediately, 
and for 1991 before April 30, 1992. ILD's reputation and fundraising outlook are at stake. 

> Financial Statements. - To further improve the flow of funds from 
USAID/Peru, it is recommended that ILD present to USAID trimestral unaudited 
financial statements without awaiting approval of the previous statement. Any adjustments 
can either be made retroactively or debiting unrestricted funds. 
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> Cash Flow Projections. - As the share of non-AID funds accounts for larger 
portion of income, ILD should prepare twelve-months' total cash flow projections and 
adjust them monthly, so as to stay on top of the management of available funds. 

> Working Capital. - Since the institutional environment in which ILD operates 
will not permit adequate cash flow management by linear projection alone, it is 
recommended that ILD accumulate working capital approximating $ 100,000. A special 
campaign should be carried out to accomplish that, taking into account potential sources 
such as membership drives, unrestricted donations, earnings of technology transfer fees, 
income from the sale of publications and training services. 

5.2 - OTHER RECOMMENDATIONS 

5.2.1 - Market Integration of Informals 

ILD's research has been focused on the "demonology" of the legal obstacles which impede 
access to formality, such as lack of property titles and high transaction costs. No doubt, 
more can be accomplished along that line, as the recent addition of arbitration as an alter­
nate system ofjustice demonstrates. 

Nevertheless, it may be time for ILD to look beyond the fundamentals of removing legal 
obstacles. Its experience teaches that sometimes, after being freed of impediments, the in­
formal does not become an active participant in market economy and democratic polity. 
Since neither a market economy nor a participatory democracy exist in Peru at present, he 
finds himself at loose ends with his new freedoms. It is not easy for him to use his new 
property title to take out a popular mortgage if he faces the traditional banks applying to 
him their traditional procedures. 

The same can be said of the farmer who has switched out of growing coca. If he cannot find 
a profitable market for his coffee beans, he will switch back again. In other words, the Pe­
ruvian economy is not just like the one in Holland. Free factor markets are largely absent. 
Until that has changed, informals will need alternate institutional arrangements which 
would give them access to credit, banking services, labor, technology, market information, 
i.a. ILD should investigate alternate private services of access to factor markets. 

5.2.2 - Intellectual Contacts 

> It is recommended to resume the publication of ILD's bulletin, as planned. Much 
depends on the definition of the readership. In the past, the bulletin seemed to aim directly 
at potential donors, giving accounts of ILD accomplishments. It is recommended to ad­
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dress, instead, the development community, mainly the experts on whose judgement donors 
rely. That means that the newsletter should say more about how ILD does what it does 
than what it has done. It might print mainly by-line articles by ILD researchers on on-going 
research, occasionally supplemented by inserts giving account of accomplishments. 

> International program review conferences in Washington serve well the purpose 
of maintaining contact with the U.S. intellectual community. In addition, it is recom­
mended to convoke Latin American conferences from time to time. ILD's outreach has 
been mainly in Central America. A conference held there (not in Peru, so as to prevent 
overwhelming focus on domestic affairs) would serve to cement relations. 

> To maintain its intellectual agility, ILD should not only offer its thoughts to the 
world, but also be open to them (there is a noticeable tendency among ILD staff to the 
contrary, deriving perhaps, understandably, from success). One interesting opportunity to 
broaden horizons is in Central Europe. Czechoslovakia, Hungary, and Poland have been 
undergoing fundamental transformation (not reform) from centrally planned dictatorships 
to market-oriented democracies. ILD should send a couple of its top researchers to the 
area to open contact. Friendly institutions such as ICEG and CIPE could help set up the 
itinerary. One interesting subject to investigate there would be privatization of services. 

5.2.3 - Institution Design 

In the design of institutions, it is important that the vision should be an integral one, cov­
ering all aspects. In particular, ILD should research, test, and design around the conflicts 
which may affect the new institution. This would improve the chances that the new 
institution would not have to become dependent on traditional, bureaucratic institutions 
and thus lose much of its value. To be stable, the modernity which ILD introduces must be 
solidly anchored, not adrift in a sea of traditionality and dependent on old-time 
lighthouses. 

Integrated approach to institution design also means doing not only legal and political re­
search, but also psycho-social analysis. This is particularly important to gauge resistance of 
the bureaucracy to change (which may have complex reasons); to understand the informals' 
motivations in not accepting certain institutions; or to learn how formality views informal­
ity (the irrational dimension will be important). This is not to return to the oldfashioned 
ways of doing research which turns upon itself, but to integrate the psycho-social dimension 
into ILD's process of institution design. 
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5.2.4 - Eollow-up 

To facilitate constant evaluation of the progress of programs, it is recommended to design 
a Follow-up System with the active participation of the Research Circles, using the follow­
ing guidelines: 

> Conceptually, build on the existing modality of ILD's organization and adminis­
tration--management by objective. Incorporate the techniques suggested in AID's memo­
randum "Program Performance and Output Indicators" which is available from USAID. 

> With the greatest possible precision, define objectives and measurable outputs. 
Redefine them as work progresses. 

> Use quantifiable indicators whenever possible, taking care that data should be 
solidly supported. 

> Stratify groups in accordance with socio-political and cultural characteristics rel­
evant to the ILD program involved. As a point of departure, the groups might include high 
government officials; middle- and lower level bureaucracy; political and labor leaders; 
opinionmakers; beneficiaries (actual or potential). 

5.3 - GLOBAL RECOMMENDATION 

In early 1992, the evaluation team of TRUITT ENTERPRISES, INC. carried out the 
Threshold Evaluation requested of it by USAID/Peru, as specified in the Scope of Work 
(Annex I). 

The findings are overwhelmingly positive. It is recommended that AID continue its Coop­
erative Agreement with ILD, and that it commit funds towards that end in accordance with 
the established schedule. 

Evidence shows that ILD has achieved quantitatively significant results during 1989-1991 in 
terms of giving legal security to informals by registering their real property titles, and sim­
plifying the legalization of their businesses. The quality of its research that led to these re­
forms as well as the development of other institutional improvements such as democratiza­
tion of government decisionmaking and arbitration as an alternate system of justice, has 
been recognized. ILD has received extraordinary attention from the press and opinion 
leaders both domestically and internationally. This is due to the excellence of its advocacy 
and facilitation of the integration of the informals into the political society and the econ­
omy. 
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Mid-way through the Cooperative Agreement, it will be appropriate to make some adjust­
ments in course that are indicated by experience. It is recommended to give a separate or­
ganizational structure to the international technical assistance operations of ILD.; this will 
make possible its growth without jeopardizing the fundamental responsbility of ILD which 
is research and advocacy. Similarly, ILD's domestic technical assistance operations, 
essential as research laboratory, should put greater emphasis on the institutionalization of 
change by self-financing, decentralization, and constructive engagement of the bureaucracy. 
Research should explore new horizons, such as bringing forth alternate factor markets and 
other institutional arrangements that would integrate informals into the economy. To en­
courage ILD to stress policy over technical senices, AID should provide additional funds 
for a Targets of Opportunity Fund for timely public advocacy. 

ILD has complied with most of the covenants agreed to in the Cooperative Agreement. 
The significant exception which should be corrected with urgency is the audit report for 
1990. It must be acknowledged, however, that ILD's administration and financial manage­
ment have improved considerably. Substantial innovations such as the new computerized 
accounting system bode well for the future. 

Subsequent to the Threshold Evaluation, in accordance with Section III.A, Attachment 1 to 
Amendment No. 5 to the Cooperative Agreement, ILD should "submit a revised imple­
mentation plan that will describe ILD's activities and detailed budget requests for the last 
three years of the Cooperative Agreement and the Annual Implementation Plan for Year 
Four." 

A healthy relationship has developed between the Mission and ILD on the administrative 
as well as substantive levels. Any adjustments that need to be made will be easier to make 
because of that. 

5.4 - AMENDMENT OF THE COOPERATIVE AGREEMENT 

In view of the flexible USAID/ILD relationship, it seems unnecessary to make wording 
changes in the Cooperative Agreement where agreed practice has strayed from the original 
textual matrix in negligible ways. 

However, to signal the importance of the major changes that have been recommended by 
this evaluation, if accepted, it will be appropriate to issue an Amendment, preferably to­
gether with committing funds for the fourth year of the Agreement. The recommended text 
is as follows: 

[With refere-nce to Amendment No. 5, delete the last paragraph of chapter I as well as 
paragraphs II.B.4 and 5,and section II.C, and add a new section II.C:] 
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C. International Affiliate 

To facilitate the expansion of technical assistance activities abroad, ILD will concentrate
 
their supervision and promotion in a separate Division. Further, it will set in motion the
 
conversion of this Division into a separate but affiliated legal entity as soon as practicable.
 

When an international affiliate has been legally established, ILD will negotiate a coopera­
tive agreement with it. The agreement will provide the framework for the exchange of ser­
vices and payments between the two organizations. ILD will provide administrative support
 
and TDY personnel. The international affiliate will defray the cost of such support and
 
personnel, and promote, negotiate, finance, and implement all ILD-related technical
 
assistance activities in foreign countries.
 

[Add a new paragraph at the end of Section II.D.2:]
 
The Mission will maintain a Targets of Opportunity Fund to which additional funding may
 
be allocated for the purpose of strengthening ILD's capability for public advocacy. ILD
 
may draw on this fund by presenting individual campaign plans for approval.
 

[Add a new paragraph III.B.6.g:]
 
to conduct a special fundraising campaign for the purpose of establishing a working capital
 
fund of not less than $ 100,000. Once established, the fund will be used only for cash flow
 
stabilization purposes.
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Threshold Evaluation
 

scope of Vork
 

I. Purpose 

USAID/Peru is planning the Threshold Evaluation for the ILD Cooperative 
Agreement. As stipulated in the Cooperative Agreement, near the end of the 
first three years of the agreement, A.I.D.- acting through USAID/Peru and 
AID/W (LAC/DI) - will conduct a joint evaluation with the ILD to assess the 
progress made toward meeting the described purpose, goals, and objectives 
established in the Cooperative Agreement and the annual implementation plans. 
From this evaluation, and subject to the availability of funds, A.I.D. and ILD 
will set forth mutually acceptable goalp, timetables, performance indicators 
and budgets for the activities and programs to be carried out during the 
remaining years of the Cooperative Agreement. 

To achieve the above objectives, the evaluation team will assess the
 
impact of the ILD's reform programs carried out during Years 1,2 and 3 of the
 
Cooperative Agreement. The team will also evaluate the ILD's administrative
 
and financial management of the Project. This component irzfludes the
 
assessment of the extent to which ILD has taken steps to become more
 
financially self-sufficient. Finally, the evaluation team will also review
 
ILD's proposed activities for Years 4 to 6 of the Project and make
 
recommendations on the advisability of continuing AI.I's support under the
 
Cooperative Agreement.
 

A. Assess ILD's Miasion and Overall Effectivenej
 

(Wherever possible, the assessment should show quantified progress)
 

a. Assess ILD's national programs in ,terms of quantitative and
 
qualitative indicators such as; press coterage, interviews with
 
persots affected by ILD's ongoing reform programs, public
 
feedback and the turnout for dissemination activities such as
 
public hearings.
 

b. Assess the progress of ILD's international programs in terms of
 
responsiveness of other developing countries to the ILD
 
paradigm . Activities should include the kssessment of:
 

- the ILD newsletter in terms of tie development of an 
international network of like-minded individuals and 
institutes; 

- training programs in terms of oric ting pollcymakers and 
research institutions in other countries on the ILD approach 
to institutional reform and the informhl sector; 

- Annual Conference to present the ILDs reform programs and
 
to get feedback for upcoming progranied reform initiatives;
 
and,
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- Technical assistance In terms of thp progress of other 

countries in adopting the ILD institutional reform 

to which other country experiencemethodology and the degree 

Is tested against the ILD paradigm for development.
 

e. Assess the degree of incorporation of gsnder consideration
 

analysis into the ILD reform programs.
 

Coordinator on facilitatingd. Evaluate the work of International 
ILD's contact with international donorso maintaining dialogue
 

with US academicians and the international development
 

communityl providing information to other groups and
 

coordinating logistical arriahgements for donsultants.
 

terma
 e. Assess the impact of the ILD International Conference in 


of providing sufficient feedback ahd additional cross
 

fertilization of ideas for its research attivities.
 

2. ProftrAin MAUAieMent 

a. Assess the ILD'a progress in carrying out the activities
 

proposed in the Project's first three year implementation plans
 

including specific annual goals, annual ind semiannual reports,
 

objectives, outputs, work timetablesi procurement plans,
 

staffing and hiring plan and cash flow projections.
 

the ILD's research and implementation
b. Assess the management of 

activities in terms of the current and future roles of the
 

Institute as a generator and/or Implementor of ideas.
 

terms
 c. Assess the progress towards institutionalizing reforms in 


of "spinning off" the reform (implementation) programs to a new
 

or existing entity in Peru.
 

d. Assess the degree that the ILD is managing its human and 

financial resources in terms of efficiently allocating
 

resources between international and national programs.
 

a. Assess the degree that the ILD's organizational structure
 

carrying out its workload afhd is responsive to the
facilitates 

dynamic anid evolving needs of the Institute.
 

f. Evaluate USAID/Peru and AID/W's participation in project
 

to monitoring and
implementation with regard the coordination 


approving functions established in the Cooperative Agreement.
 

g. Assess the coordiniation between USAID/Peru and the ILD in terms 

of managing the Cooperative Agreement with the addition of the 

USAID/ILD,Project Coordinator. 
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h. Assess the degree that the Personnel Policy has complied with
 
AID requirements and has asufficlently solved
 
personnel/salary-related issues.
 

3. inxanIapl AUmm 

a.'Assess the degree of progress made towrds diversifying the
 
sources of funding for ILD activities in terms of economic
 
sustainability of the Institute and as ali indication of other
 
Institution's acceptance of ILD's approach and success.
 

b. Ascertain ILD's progress -in its revenue diversification plan,
 
to reduce ILD's dependence on AID to less than 50% of its
 
annual total budget by the fifth year of the project.
 

c. Ascertain compliance with covenants included in the Cooperative

Agreement regarding bank accounts, accounting records,
 
financial statements and auditors recommendations.
 

d. Assess the degree of coordination for thO flow of AID funds to
 
ILD and the liquidation remittances from ILD to AID, in respect
 
to constraints identified at the end of the first year
 
evaluation.
 

e. Assess the extent to which the new accounting systems is
 
facilitating better control and inforroation for the ILD's
 
international and external submission of accounting and
 
financial records.
 

B. Heyiev ILD's future plsn/activiticin
 

1, Review the implementation plans ang budgets submitted by the
 
ILD for the project's last three yeas of the Cooperative
 
Agreement and determine consistency with! the project's overall
 
goals and objectives.
 

2. Develop a framework for assessing the ILD's progress toward
 
achieving the project's purpose, goals and objectives by
 
establishing specific outputs, targ to and performance
 
indicators to be used as major guld lines for evaluation
 
purposes of the final three years of the fooperative Agreement.
 

3. Review the language of the existing Cooperative Agreement to
 
determine whether any amendments are required.
 

C. Recommendsatio.A 

1. Identify major problems in the above-mentioned areas. of 
assessment -and recoiunend corrective actions. 
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that the evaluation team may

2. Hake any other recommendations 


deem necessary to improve project implemntation 
and impact.
 

concerning the feasibility of

overall statement
3. Provide an 


'continuing with the Six-Year CooperativelAgreement.
 

III Eroosed lea.
 

team will be formed by an experienced U.S. management

The evaluation 


two local experts in the areas of institutional
 ccnsultant as team leader, and 


financial management analysis. Representatives of AID-LAC/DI-DR,

reform and 
 team to provide
the evaluation
ILD will work Vith
USAID/Lima and the 


information about the project and feedback 
on the team's work.
 

from 0/a January 27, 1992 to o/a
 
The Evaluation team will work in Lima 


February 20, 1992. By o/a February 14, 1992, the Chief of Party 
will submit a
 

USAID/Peru and ILD will have
 
final report to USAID/Peru and ILD for comments. 


o/a February 18, 1992.
to Chief of Party
comments and observations returned 

from Peru will be contingent upQn USAID/Peru


The Chief of Party's departure 

A final report will be
draft o/a February 20, 1992.


clearance of the final 

final draft. Final payment to the
 

submitted one month after clearance of the 


of Party will be subject to the submission of the final report with 20
 
Chief 

copies in English..
 

V. 	Reiationshius and Re i. I
 

from USAID/Peru's

Party will receive technical diredtion


The Chief of 

I,AC/tI-DR TOiY Adviser. The
 

Democratic Initiatives Division as well as the 

the final report


Chief of Party will be responsible for organizing 
and dditing 


to USAID/Peru's satisfaction.
 

The Chief of Party (COP) will be responsible for selecting and contractng
 
providing
USAID/PerU will assist 


the two local consultanlts of his/her team. 

and CVs of candidates . The contracting of the selected team members 
by 

names 

the COP will be subject to the prior approval 

by USAID/Peru.
 

for the team members, a
the text of the contracts
The COP must include In 


provision indicating that USAID has no direct 
obligations whatsoever with them.
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VI. Pefra~sPerio4 

A. Levelof Effort
 

is estimated. The total

A level of. effort of 62 professional person/days 
 1992 	with
 

is expected to be completed by no later than o/a March 20,
effort 

final report to USAID/Peru. Work is expected to begin


the submission of the 

o/a January 27 with the commencement of service of Chief of Party and the two
 

additional professionals to be contracted by him/her.
 

to meet with ILD officials
 
The Chief of Party will dedicate eleven days 


and write a first draft report based- bn his/her and the other two local
 
o/a


The 	Chief of Party will begin work in Lima 

professionals' research. 


1992 	and will continue work in Lima until USAI1J/Perl acceptance of
 January 27, 

final draft report by USAID/Peru o/a February 20, 1992.
 

The Chief of Party will devote the last four working days to produce the
 

final. report and send it to USAID/Peru no later than o/alMarch 20, 
1992.
 

13. 	 WQrk Days Ordered
 

l JJJ~nWork Days
 

U.S. Ia yer, Business Administrator or
 

Specialist in Public Administration 25
 

Local Consultan.t (Financial Analyst) 18
 

Local Consultant (Political Scientist)
 

61
Total 
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THE ILD INSTITUTIONAL REFORM PARADIGM
 

The Problem: Peru is predominantly a mercantilist' system that
 
has little in common with modern market economies which are
 
supported by transparent, accountable institutions. The law that
 
emerges from Peruvian institutions is inefficient, incoherent, and
 
full of costly red tape. The absence of good law and the
 
proliferation of bad law stifle creativity and deter economic
 
development of the country and its people.
 

Outside bf the formal system operates the informal sector,
 
reflecting a market economy that responds to the demands of the
 
majority, the poor. However, the informal economy functions
 
imperfectly because the natural entrepreneurship in the informal
 
sector is severely constrained by its lack of adequate formal
 
political and legal institutions2 to provide incentives and
 
benefits. In response, the i.formals have created their own
 
extra-legal norms and organizations and operate outside the margin

of the law. In this sense, while informality is a symptom of the
 
institutional crisis confronting poor countries, the rule making of
 
informal organizations is potentially the source of many of the
 
solutions to that crisis.
 

The Prescription: Restructure the apparatus of the State to
 
encourage participation of all members of society, not just an
 
elite few, in the political and economic life of the country. To
 
achieve this, self-sustaining political and legal institutions must
 
be created to carry out reforms in three areas. First, economic
 
reforms must be carried out to secure property rights and encourage

competitive market forces, including accessible credit. Second,
 
political reforms must provide mechanisms to ensure transparency,

accountability and feedback in the rule making process of
 
government, and decisions regarding public finance investment.
 
Finally, judicial reforms are needed to guarantee and uphold the
 
personal and property rights of all citizens. Through these
 
reforms, the ILD prescribes the transition from mercantilism to
 
democratic and market-oriented development.
 

The ILD carries out reforms to restructure the apparatus of the
 
State in a 10 - step process. This process includes researching
 
institutional reforms, proposing reform legislation, and putting
 
reform programs into operation.
 

Mercantilism is the pursuit of economic privileges
 
through clandestine, or non-transparent, political
 
institutions.
 

2 Political and legal institutions are those mechanisms
 
through which rules and laws are created and enforced.
 

I I (
 



THE ILD INSTITUTIONAL REFORM PROCESS
 

Reform Research Phase: Research begins with (1) empirical observation
 
of institutional short-comings in terms of public access to the
 
political and economic life of the country. Once deficiencies are
 
identified within economic sectors, the ILD begins a three step process

of (2) institutional analysis. First, the extent of the failure of the
 
legal institutions in Peru to respond to the needs of the informal
 
majority is analyzed (i.e. bad laws in Peru are identified and
 
reviewed). Second, a determination of how the extra-legal system which
 
the informals have created helps to offset that failure is made (i.e.

extra-legal norms in Peru are identified and assessed). Third, the ILD
 
examines institutions created by other countries which successfully

confront problems similar to those found in Peru (i.e. relevant laws
 
from developed countries are identified and analyzed). Once these
 
analyses are complete, the proposed reform is mapped out, defining basic
 
changes to improve the institutions that affect economic activity and
 
the rulemaking process in general.
 

Reform Legislation Phase: A preliminary reform proposal is vigorously

debated within ILD and feedback from experts is solicited and
 
incorporated into (3) draft lecislation. The proposed legislation is
 
(4) pre-published in the national register (El Peruano) and written
 
comments on the law are requested from concerned citizens within thirty

days. This process is supported by an on-going (5) advocacy campaign to
 
educate the public about the proposed reform, and to mobilize support.
 
This is accomplished with press conferences, television spots, newspaper

ads and articles, radio programming, posters, flyers, etc. Similarly,
 
a series of public hearings are held with politicians, professionals,
 
special interest groups, and the general public. These meetings

provide an opportunity for the ILD to directly respond to questions and
 
to generate (6) feedback on the proposed legislation. At the same time,
 
a (7) political strategy is employed to present the reform in a manner
 
that is appealing to government interests. After modifications are
 
incorporated into the reform, the law is proposed to the Congress or the
 
Executive Branch. Advocacy programming continues until the final
 
legislation is passed, in order to maintain public and political
 
leverage for the reform.
 

Reform Implementation Phase: The ILD found that getting new laws on
 
the books is not 9nough to ensure that the reform is put into operation.

(8) The ILD assists in drafting regulations to get the new law "off the
 
books" and into action. Similar to the passage of the law, feedback is
 
solicited from the public and incorporated into the regulations. Once
 
the regulations are passed, the ILD provides (9) technical assistance to
 
counterpart agencies (public or private) who will ultimately be
 
responsible for implementing the reform. The ILD works with the
 
counterpart agency, to organize, conduct and evaluate the pilot programs
 
that precede full scale implementation. Public education programming

complements all of these steps, informing the public on the benefits of
 
the new reform and how they can use it. Over time, the ILD (10) "spins

off", the implementation of the reform to the counterpart agency.

Institutional reform is secured when the reform is sustained without the
 
ILD's direct involvement.
 

( 
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ANNEX III
 

ONE- AND THREE-YEAR OBJECTIVES
 



DEMOCRATIC DECISION MAKING PROGRAM
 

1 YEAR 

OBJECTIVE: 


I. 	 IMPLEMENTATION
 

A. Using RENOM, initiate project 

to create a "showcase" region that 

will contain all of the DDG 

mechanisms, 


o 	 Recruit and hire local RENOM 

project manager.
 

o 	 Install project office in 

Chiclayo. 


o 	 Determine relevant topics no 

less than three and submit to 

public debate. 


II. 	RESEARCH
 

A. Capture the processes of 

informal rulemaking by conducting 

field research to determine: 


o 	 The reasons and processes by 

which informal authorities are 

removed from power. 


o 	 How accountability mechanisms 

work. 


3 YEAR
 
OBJECTIVE:
 

A. Complete "showcase" project in
 
RENOM and put into operation all DDG
 
mechanisms (access to public info,
 
popular initiatives, administrative
 
control of decision-making,
 
accountability).
 

1. Decentralize authority by
 
creating pressure on Congress and
 
the Executive to delegate authority
 
to the regions for areas that can be
 
more efficiently managed and
 
controlled at the regional level
 
(ex. interegional transportation,
 
education, health, agriculture).
 

C. 	 Establish democratic rulemaking

procedures as a criteria in the
 
appropriations process from the
 
regional to the municipal level in
 
order to create a financial
 
incentive among municipalities to
 
adopt DDG. (ie: a munic. must have
 
democratic rulemaking in order to
 
get funds).
 

D. To create a permanent task
 
force which will prepare cost­
benefit analyses on draft
 
legislation, with the purpose of
 
forming constituencies for national
 
implementation of DDG and creating
 
Congressional awareness of public
 
opinion regarding their decisions
 
/votes. (vote motive).
 

A. Create an inventory of ways,
 
channels, and procedures of public
 
participation and government
 
feedback from a group of selected
 
democrabic countries (U.S., Germany,
 
Japan, Switzerland) and match these
 
with our political and legal

framework, determine which may be 
useful, and submit these ideas to 
public discussion. 



1 YEAR
 
OBJECTIVE:
 

O 	 If there is a correlation
 
between levels of participation
 
in informal organization and
 

the level of services they are
 
trying to acquire.
 

B. Systematize the information
 
already obtained on the decision
 
making procedures in the informal
 

organizations.
 



ADMINISTRATIVE SIMPLIFICATION PROGRAM
 

1 YEAR 

GENERAL OBJECTIVES: OBJECTIVE: 


I. To reduce the To extend the Unified 

costs of compliance Registry to 6 of the 12 

with bureaucratic and Regional Governments in 

business regulation. Peru. 


To simplify the 

Municipal Business 

License procedure in 10 

municipalities. 


To design a municipal

" s h o w c a.se " w i t h 

simplified- procedures 

for all interface 

between the govt. and
 
the citizens.
 

To complete draft 

legislation for 

simplifying t h e 

procedure for obtaining 

limited liability, 


To draft legislation to 

create a Unified 

Registry of Civil 

Associations for NGO's. 


To f u 1 f i 11 t h e 

Agreement for technical 

assistance in 

A d m i n i s t r a t i v e 

Simplifica- tion in 

Honduras. 


3 YEAR
 
OBJECTIVE:
 

To extend the Unified
 
Registry to 10 of the
 
12 regions and spin off
 
it's operation to the
 
Goverment
 
To simplify the
 
Municipal Business
 
License procedure in 30
 
municipalities.
 

To implement the
 
"showcase" pilot plan
 
for simplified
 
municipal procedures.
 

Engender public debate
 
to ensure passage of
 
legislation for
 
simplifiying the
 
procedure to obtain
 
limited liability.
 

To implement a Pilot
 
Project for the Unified
 
Registry of Civil
 
Assoc. by completing
 
software design and
 
obtaining gov't
 
approval.
 

To design and achieve
 
p a s s a g e o f
 
complementary
 
legislation to simplify
 
several other areas of
 
b u r e a u c r a t i c
 
administration (incl:
 
foreign trade,
 
transport)
 

To export
 
"Administrative
 
Simplification" to 2
 
Central American
 
countries.
 



II. T o c r e a t e 
c o m m u n i c a t i o n 
mechanisms between the 
Government and its 
citizens. 

III. To demonstrate 
t h a t e c o n o m i c 
d e v e lopm e n t a n d 
e n v i r o n m e n t a 1 
protection can both be 
achieved w/o costly 
overregulation in a 
market economy 

III. To draft. a basic 

document and create 

public debate on how 

the environment can be 
efficiently. protected 

if there 'are reliable 

property rights, an
 
efficient system of
 
extra-contractual
 
responsibility (torts)
 
and clear objectives
 
for environmental
 
protection.
 

II. To update the
 
system of complaints
 
u s e d by t h e 
Administrative 
Simplification Tribunal
 
and to create an
 
institution (ex.
 
ombudsman) for its
 
ongoing operation.
 

III. To engenderdebate
 
and influence public
 
opinion on the project.
 
To draft legislation as
 
a result of public
 
debate.
 



PROPERTY RIGHTS PROGRAM
 

1 YEAR 3 YEAR
 
OBJECTIVE: 
 OBJECTIVE:
 

Improve performance of Lima Property 

Registry, specifically: 


o 	 Obtain capital to secure locale
 
and equipment; and for working 

capital. 


o 	 Prepare workshops and training
 
manuals to train personnel; 

provide on-going legal and 

technical advice, 


o 	 Develop the additional 

regulations and/or laws which 

will simplify the Property 

Registry 's operation, for.
 
example, with municipalities
 
and ONARP (the Public 

Registries). 


o 	 Complete outstanding 

commitments to our "customers" 

for example the municipalities
 
and grassroots organizations.
 

o 	 Publicize further the Property
 
Registry and the Popular
 
Mortgage in order to reenforce
 
tile Registry's image and the
 
benefits it offers.
 

Implement the Property Registry in
 
El Salvador which will require:
 

o 	 Research into local law in
 
order to align it with Property
 
Registry.
 

o 	 Putting the Property Registry
 
into operation.
 

o 	 Providing technical assistance.
 

Do research on computer systems in
 
order to perfect Property Registry's
 
graphic software; and install new
 
software.
 

Research domestic and international
 
systems for chattel mortgage
 
registry for Peru.
 

Conduct research to identify the
 
obstacles to obtaining credit within
 
Peru's commercial financial system.
 

Conduct research and develop impact
 
studies to show the ways in which
 
secure property rights:
 

o 	 Benefit the environment.
 
o 	 Reduce the need to grow coca.
 
o 	 Reduce violence.
 

Install Rural Property Registry in
 
RENOM, to include:
 

o 	 Provision of technical
 
assistance.
 



1 YEAR
 
OBJECTIVE:
 

Develop prototype materials as the
 
means to present and "sell" the
 
Property Registry, to include
 
training manuals for use of
 
software; registration procedures;
 
legal procedures; and operation of
 
pilot programs.
 

Install Rural Property Registry in
 
RENOM, to include:
 

o 	 Installation of software.
 
o 	 Training of personnel.
 
o 	 Implementation of pilot
 

program.
 

Install Rural Property Registry in
 
Ica and Piura which involves for
 
each 	region.
 

o 	 Locating locales and
 
installation of computer
 

systems.
 
o 	 Training of personnel
 
o 	 Implementation of pilot
 

program.
 
o 	 Award of 5,500 titles in Ica.
 
o 	 Award of 6,500 titles in Piura.
 
o 	 Provision of technical
 

assistance.
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INTERNATIONAL PROGRAMS: 
 MARKETING
 

One Year Objectives
 

1. 
Raise $1.265 million in fulfillment of AID matching requirement
 
for Year 3.
 

2. 	Develop resource generation strategy which will fulfill AID

requirements for matching funds by end of Year 5.
 

3. 	Develop communications strategy for use inside and outside of
 
Peru, to include
 

a. 	 restructured ILD Newsletter and a 
regular publication

schedule for 3 issues/year, and
 

b. closer collaboration with ILD public relations staff
 

4. 
Prepare brochure to elucidate ILD mission and objectives.
 

5. Develop prototype proposals for each of ILD program areas,

DDG, Administrative Simplification, Property Rights and
 
Arbitration.
 

6. 
Develop program ideas to enhance ILD's international image and
to increase ILD's professional staff career development. 
As
examples, two ideas to be developed for discussion within ILD
 
are
 

a. 	Collaborative relations with foreign academic and research
 
centers, which a
could include fellowship program

component to bring young academics from other countries
 
to work for periods of up to one year within the ILD.
 

b. ILD career development program whereby professional staff
would be supported for short term courses in Peru or
 
abroad in 
order to broaden their perspective on issues
 
and policies which impact on their ILD activities.
 

7. 
Complete "how to" guide on preparation of funding proposals and
 
reports.
 

8. 	Complete donor/prospect database, in collaboration with ILD
 
computer center.
 



Three Year Objectives
 

1. 	 Raise $1.735 million and $2.214 million in matching funds
 
during Years 4 and 5 of AID agreement, for a total of
 
$3.949 million.
 

2. 	Broaden ILD's financial support base to include no less than 10
 
new donors.
 

3. 	Secure funding for programs proposed in 4a and 4b of One Year
 
Objectives.
 

4. 	 Develop concept for a "seed money" fuld which will allow the
 
ILD to exploit windows of opportunity to implement pilot

projects or to develop program ideas in response to political

openings; and secure funding for same.
 

5. Strengthen ILD's image inside and outside of Peru by means of
 
targetted use of ILD publications, articles, interviews,
 
appearances by ILD president and staff.
 

I, 



PROMC IO & DFUSION
 

Los obietivos permanentes del Area de F'romoci6n & Difusi6n 
son? pr.i.nc..almente, tres: 

I. 	 Di'fundir la imauen v las orooestas d] ILDatravs delos me.dios de conunicarcitn. 

.Para difundir y promover ]as reformas instituciornales 
que propone el ILD. el Area de Promoci6n & Difusi6n 
estA en permanente contacto con los circulos de 
invest.i.oac.i6n para conocer el avance de los distintos 
proectos y as.{ darlos a conocer a la 	opini6n pblica.
Los mecan.i.'mos usuales,para acceder a los medios de 

n son : ' 	 ­c.omurnicaci 


. Publicac.i6n de artculos de opini6n en las pAginas
editor.iales de los diarios m.s importantes: 
artculos que son firmados por los investigadores 
del ILl) o por los propios miembros del Area de P&D. 

. Gestionar entrevistas a los investigadores del 
Instituto. creando exrpectativa en los medios de 
comunicacicn pr los proyectos del ILD. 

. Partici.pacin de los m.i.embros de IL) en diferentes 
raneles oroganizados pIr los medics de comunicacin. 
cuando se trata de temas relacionados con las 
investigaciones del Instituto. 

2. istematizar la infgrmaci n provenient d= log media, 

do.7,PMUniqacin 

Corn e I fin de generar ur proceso de retroalimentacin 
que permita mejorar las propuestas de los circulos de 
invevt.iqac.i6nri se hace un seouimiento de la informaci6rn 
apar-ecida en los medics de comunicaci6n, con la oue se 
arma 	un panel de informati6n d.iaria. Una vez ehibida. 
la .informaci6n se archiva clasificada en el Centro de 
Documentacinrt & Informacin. 

:. L~ever .as r'elaciones o~Dblicas e .institucionalescdel 

El Ar-ea mant.iene relaci6n permanen.te con los medios de 
comunicaci6n m~s representativos (TV, prensa escrita, 
radio), cortacto con politicos, empresarios, acad~micos 
y o n general, con todas aque [las personas ( 
inst.ituciones in fluyentes en Ia opini~n pitblica. 

El. Area .stL .i.nvolucrada d.i.rectamente en todas las 
ini c.iat.ivas de reforma, ya que trabaia en coordinaci6n con 

http:permanen.te


la Presidencla del ILL) 
Onr pjrrnmorai~r y difusi6n 

para discf~ar y desar-rol lar clapaas 
de las mnismas. Esta tarea. on la 

rPrAc ticar corijuga los principales obietivos del Area 
Arntrriormente descr-i os. Para desarrol larla. P&D tiene a su 
caro: 

a~. 	 F-ubliaciones (notas de pi-ensa. avisos). 

b. 	 Oraanizaci~'n do eventos pOciticos: Audiencias 
Conferenciam / Seminarios. 

C. 	 Producci~n de spots de TV y radio. 

di. 	 Centro~ audiio-visual (archlvo de 81 ctes de 
audio. 104 casetes de video, y 300 fotografias). 

e. 	 Materiales promoci f0rales diversos (boletines, 
tripticos iriformativas, afi ches, volantes). 

f. 	 E].aboracit'n de presupuestos para campai~as 
promocionales y concepci6n de las mismas. 

OBJETIVOS PARA 1993
 

Los objetivos tiue el Ar-ea espei-a alcanzar en los pr6mimos
duce mees son los miouientes: 

a. Pr-oducci6n de u.n boictin semanal interno para todo 
el personal, qut? r-ecoia lo mn~s importante de la 
infornaci6n det orensa vinculada al comoILD, asi avanc 
es del. traba Ir en las divermas 6rieas del Instituto. 

b. rodu cc16ni de un video de presen taci6n general1 del 
TI-l).?SuL filosofla. sus pr'oyc:os y los trabajos 
real izacos. 

C. Preparaci~n de ui fol letti (o tripticos) de 
presentaci6n del ILl). su filosofia y poyectos. 

di. Preparaci~n de un informe mensuial de las 
ivestipcaciones y ac.tividades del ILD para ser 

distribuido a los distintos mediom de corunicaci6n. 

e. Elaboaci6r ne un Estudio de Opnini6n sobrc el ILD y 
sus propuestas para detectar el riivei de conocimiento y
aceptaci6n de estos en los diversos sectorcs sociales. 
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OBJETIVOS PARA 1995
 

LOS Obietivos aUe el Area eSDPer,- alranzar en los pr6ximos 
tres aos son Ins siquientes: 

a. El punto d. de los Obietivos oara 199:3 eS Lin 
antici130 de la cpublicaci6n de Un-A revista de an~lisis v 
Dorluestar, editada por el ILD. de cirCuilaci6n nacional, 
c-dA dos meses. 

b. Producci~n de Lin micro-procorama de radio para 
divuloar las investinaciones Dropuestas deil ILD. 

c. ProdUcci~,n de (in micro-P.ro rams de televisi6n para 
diVUlo~ar las investigaciones y propuestas del ILD. 

d. Publicaci6n del docC-I'Mento'memoria de los 15 amos del 

http:cro-P.ro

