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FROM Mr. Geor tenheim, Director USAID/Peru 

SUBJECT Spring 1994 SAR - Director's Narrative 

A. Overview
 

The substantial progress that was achieved in the
 
implementation and management of the Mission's portfolio during the
 
1 October 1993 to 31 March 1994 reporting period is demonstrated by
 
the SAR Matrix ratings attained. A comparative analysis with the
 
previous SAR report shows a strong positive trend in portfolio
 
performance and management for results as reflected in the increase
 
of "A" category projects from 35 to 50 percent. Notwithstanding the
 
increase in "C" category projects from 1 to 2 during the reporting
 
period due primarily to project implementation delays, the overall
 
progress is viewed as a measure of the improved quality of
 
management by the Mission. This progress represents efforts
 
undertaken over the past six months to sharpen Strategic Objective
 
linkages to the projects, to manage more efficiently the Mission's
 
portfolio for impact and sustainable results, and, through project
 
committees, to address operational problems earlier and to monitor
 
completion of follow-up actions.
 

The dedication and hard work of the entire USAID staff,
 
particularly the project officers and coordinators, office chiefs,
 
and the Project Development and Program Office staff was clearly
 
evident during the review. It is also noteworthy to recognize the
 
increased importance that the Mission is placing on monitoring and
 
evaluation of projects and improvement of its data base system.
 

B. Hichlicrhts
 

One of the Mission's major accomplishments has been securing
 
greater GOP political will to bring about significant reforms that
 
is evidenced by the passing into law of the National Registry of
 
Detainees (NRD), the constitutional establishment of a system for
 
independent selection of judges and prosecutors, and the passing of
 
the new electoral law.
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The NRD was officially inaugurated and opened to the public in
 
metropolitan Lima in February, with numerous provincial openings of
 
the Registry planned for the next SAR period. During its first 13
 
days of operation, 127 consultations were made in Lima by people
 
requesting information on the whereabouts of their relatives.
 
Under the Narcotics Education and Community Initiatives Project,
 
CEDRO, the implementing agency, provided valuable input on the
 
draft National Plan on Drug Prevention and Control, which will
 
pcssibly be converted into Peru's first-ever National Drug Law.
 
The Institute for Liberty and Democracy (ILD), under the Private
 
Sector Institutional Reform Project, collected over 500,000
 
signatures for its proposal to amend the constitution with respect
 
to political rights and the electoral system. Additionally, ILD's
 
Pilot Land Titling Program successfully ended during the SAR
 
period, achieving its target for 70,000 property titles in marginal
 
areas of Lima.
 

In support of sustained economic growth, the Mission financed
 
the creation of the Lima Chamber of Commerce's Arbitration Center
 
resulting in more effective resolution of commercial conflicts. In
 
the private sector, the Mission initiated redesign of the Export,
 
Trade and Development Project, to the newly entitled
 
Microenterprise Support Project. This will concentrate assistance
 
to microenterprises, smallholder farmers, and grassroots
 
organizations. Redesign will be comnleted by May. Under the
 
Policy Analysis, Planning, and Implementation Project, the impact
 
of one uf its studies completed last year was felt during the SAR
 
period, in the form of a new municipal tax law, which focusses on
 
several major revenue earning taxes while eliminating other, more
 
administratively costly, taxes.
 

Through the Title II Program, the Mission provides food-aid to
 
2.6 million Peruvians living in extreme poverty. To date, food for
 
work activities have created jobs for 125,000 temporary workers. In
 
addition, assistance has provided capital access, management,
 
technical and business skills to 6,000 people, helping them to
 
establish or to maintain microenterprises. Finally, PL-480 food
 
assistance was provided to victims of the severe flash floods and
 
mud slides which occurred throughout the country due to unusually
 
prolonged and heavy rains.
 

Accomplishments in health continue to be impressive.
 
Immunization coverage of children under age one reached the highest
 
levels ever in 1994 and they are very close to the international
 
goals of 90 percent coverage under the Child Survival Action
 
Project. The Mission is the major donor in immunization in Peru.
 
Furthermore, it is expected that polio will be declared eradicated
 
later this year. Additionally, under Project 2000, the first
 
inter-agency coordinating committee meeting on health management
 
and financing was held. This committee is chaired by the Minister
 
of Health and is composed of representatives of three major donors
 
(USAID, World Bank and IDB).
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The Mission successfully closed out its Upper Huallaga Area
 
Development Project on 31 December 1993 and a final report is in
 
process.
 

C. Problems
 

As a result of close working relationships with key GOP
 
officials, the Mission has made an impact on the GOP's judicial
 
system. To ensure increased GOP political will to affect
 
additional reforms for achieving maximum impact on serious
 
challenges in the areas of due process under the law, judicial
 
autonomy and human rights, the JUST Project needs to be implemented
 
as soon as possible.
 

Since 1992 the Mission has been faced with a major pipeline
 
obstacle as a result of delays in disbursing $30,000,000 under the
 
FY 91 Balance of Payments Program. The Mission plans to replenish
 
its Trust Fund by negotiating another $2,000,000 once approval for
 
this disbursement is received. Serious reductions in operating
 
expense accounts highlight the need to release the $30,000,000;
 
release of these funds is also important to maintain credibility
 
during negotiations with counterparts.
 

Although there has been increased flexibility on staffing
 
limitations, this matter continues to constrain the Mission's
 
ability to manage its portfolio. Embassy approval will be needed
 
to reach the AID/W authorized level of 17 USDHs.
 

The Mission's FY 94 OYB was 89% earmarked for population and
 
child survival activities. If this trend continues, the Mission
 
will face difficulties maintaining the focus of its approved
 
strategies outside the earmarked areas. Furthermore, the excessive
 
flow of earmarked funding could cause major pipeline problems.
 

D. Mortgage and Pipeline
 

The Mission's mortgage is approximately $67,949,000 and
 
represents nine active projects. The review also revealed that we
 
are carrying a relatively young pipeline of $82,826,000 of which
 
only one percent comes from funds obligated prior to FY 91. It
 
should be noted that $30,000,000 of this pipeline represents
 
undisbursed FY 91 Balance of Payments funds. In addition,
 
approximately $39,940,000 was obligated in the latter part of FY
 
93. Therefore, the pipeline balance for FY 91-FY 92 is only
 
$12,886,000, which represents 15% of the total pipeline.
 

Expenditures during the reporting period totaled $12,600,000
 
which equals the amount expended during the previous period. This
 
annual expenditure rate of approximately $25,000,000 with a
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combined DA and ESF OYB of $44,000,000 (FY 93) represents a healthy
 
55% yearly utilization rate.
 

E. SAR Review Process
 

The Mission's Semi-annual Review was conducted in two stages.
 
The first round technical review sessions, organized according to
 
our Strategic Objectives, were chaired by the Chief of the Project
 
Development and Program Office (PDP), and were held each day from
 
10 to 16 May. Participating in these sessions were project
 
managers, division chiefs, office chiefs, representatives from the
 
Controller's Office, and the PDP Office.
 

Based on the project technical reviews, a SAR Issues Paper, serving
 
as the agenda and principal focus of discussion for the Mission
 
Director's Review, was prepared for each activity that had
 
significant issues or concerns. The Mission Director chaired the
 
second round session held on 25 May and the Deputy Mission
 
Director, project managers, division chiefs, office chiefs and
 
representatives from the Controller's office and PDP participated.
 

Each session lasted from three to four hours and averaged forty­
five minutes of discussion per activity. Project ratings were
 
reviewed and decisions on future directions, actions to be
 
undertaken, and deadlines for those actions were recorded and
 
distributed to the appropriate offices. The format for SAR reports
 
used was provided by LAC Bureau. The Spring SAR reports are kept
 
on file in USAID/Lima.
 

F. Recommendations
 

The Spring SAR report preparation and review occurs at the
 
same time that the Action Plan is being finalized and EERs are
 
being written, all of which requires inordinate amounts of staff
 
time and detailed coordination among several offices. In
 
recognition of the difficulty of undertaking several important
 
tasks simultaneously, particularly with our staffing constraints,
 
the Mission recommends that Peru's Action Plan due date be changed
 
so that staff efforts can be appropriately focussed on each of the
 
important activities cited above.
 

Attachments:
 

1. Project Category and Outlier Matrix
 
2. Financial Summary Table
 
3. Pipeline Table
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PROJECT- PROJECT - CUMULATIVE FT OBLIGATIONS 10) PIPELINE PIPELINE (6) 
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ACTIVE PROGRAM
 

5270341.00 G ECON.STABILIZATION I RECOVERY 50,000 50,000 30.000 30,000
 

100.00
 

SUBTOTAL ACTIVE PROGRAM - 50,000 50,000 30.000 30,000 

3 33 .... zz 3: 
 3.... 33 3
 

TOTAL 155.198 2,681 3,531 5.713 7.885 10.095 65.201 19,252 36.136 4,701 02,797 34.591 8.083 31,622 4,701
 

41.77 8 10.72 8 41.01 8 5.67 t 

MACS Pipeline Analysis 82,797
 

-....... .. ... . -- . - 527-0353 PVO Support Accruals- ­
(not in MACS, made manually
 
in AID/W) ( 338)
 

Total terminated projects 365
 

...-......-----... ----------- -- ...... Net rounding difference ... .. 2 -. -.. 

Equals Financial Summary Report 82,826
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