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PERU: THE PROBLEM 

Peru cultivates approximately 60 percent of the world's coca. Coca cultivation 
is spread throughout Peru, with more than 50 percent found in the jungle areas of the 
Huallaga Valley. The cultivation and production of coca is illegal in Peru except for 
a small area near Cusco, where the coca leaf is used for traditional domestic 
purposes. However, the laws concerning coca cultivation are not strictly enforced. 
Peruvian terrorist groups often control marketing and growing areas, making access 
to information and growers difficult and dangerous. There is little market for coca 
leaves domestically, and many of Peru's coca farmers are becoming first stage 
processors of coca paste to increase their earnings. Peru continues to suffer from 
extremely difficult economics conditions which force some to turn toward the coca 
industry to earn a living. Peru does not yet have a significant problem of drug abuse 
among its own citizens, although it is increasing. 

Peru's Coca Industry 

a Exported 650 metric tons of cocaine base and cocaine 
hydrochdoridein 1993, valued at $660 million. 
* Is numberonein coca cultivationand number three incocaine
 
productionworldwide.
 
* Accountsfor 3% ofGDP, 3% of the labor force, and 15% of
 
foreignexchange earnings.
 
* Finances terroristgroups.
 
" Corrupts Peruvian society.
 
" Corrupts democratic institutionsandjudiciary, in particular
 
" Dumps more than 400 milion liters of poisonous waste
 
annuallyinto the Amazon headwaters.
 

The expansion of the coca industry has destroyed more than 10 percent of the 
Peruvian rain forest through chemical dumping, slash-and- burn land clearing, soil 
erosion and degradation, and the alteration of delicate ecosystems. 
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PERU: SUSTAINABLE DEVELOPMENT 
AND THE COUNTER-NARCOTICS STRATEGY 

One of the objectives of the sustainable development strategy in Peru is to 
revitalize the Peruvian economy and provide viable alternatives to the illegal coca 
economy. The sustainable development strategy supports an improved economic 
climate for growth and economic stabilization through balance of payments support, 
policy dialogue, and a project dedicated to improving economic policy analysis and 

implementation. It also promotes legal employment opportunities to attract labor force 
entrants away from the coca industry, and foster an increased access to legal 
markets. This effort is supported by the Export, Trade and Development (ETD) 
Project, which directly encourage job creation, enterprise development, and the 
expansion of labor-intensive non-traditional exports. 

The sustainabledevelopment and the counter-narcoticsstrategy seeks: 

N Stablization of the economy through macroeconomic 
adjustments. 
N Opening up the economy so that expanded non-traditional 
exportsand efficientproductionfora growingdomesticmarket can 
replace coca revenues. 
a Promotion of legal employment opportunities to attract 
members of the labor force away from the coca industry. 

The strategy has included improvement of economic conditions for those in 

coca-growing areas, and other projects to help keep potential migrants out of those 
areas. The only project completely dedicated to coca-growing areas is the Upper 
Huallaga Area Development (UHAD) Project. This project has improved the Jungle 
Highway or "Carretera Marginal", a transversal that separates the jungle from the 
Andes mountains, in order to facilitate marketing of alternative crops. The UHAD 
Project has provided farmers with the agricultural technology, equipment, credit and 
rural infrastructure needed for the expansion of legal crops, and fostered democratic 
processes within the area. 

The continuous presence of UHAD over the last ten years has helped to gain 
the confidence of farmers. This support, combined with farmers' increasing rejection 
of violence and narco-terrorism, may be encouraging farmers to return to licit 
activities. However, security remains a key issue, and terrorists operating in the 
Huallaga Valley have prevented expansion of Project activities into some areas. 
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Other projects enable the already mentioned projects to succeed by promoting 
local awareness on the narcotics problem, by improving the administration of justice 
(particularly against narco-traffickers), and by strengthening key democratic 
institutions, which will be essential for economic development to be sustainable in the 
long run. 

It is assumed that certain conditions must be met for Sustainable Development 
to be effective in Peru. The first key condition is that the Government of Peru (GOP) 
is able to continue implementing comprehensive macroeconomic policy reforms, 
moving its policies and institutions toward a stable market-oriented system. The 
second condition is that counter-narcotics control efforts result in the disruption of 
coca markets, which makes coca production less attractive. The third necessary 
assumption is that security and government authority are reestablished in the coca 
growing regions (Huallaga Valley) and along the country's national highways. The 
fourth one is that farmers will make appropriate choice for legal activities. Finally, 
timely and continuous funding from the USG is critical for the projects to be 
implemented effectively. 

Due to funding and staffing limitations as well as Congressional concerns, 
USAID has terminated its participation in the counternarcotics effort, effective 
12/31/93. However, USAID remains committed to pursuing sustainable economic 
development in coca producing areas and plans to provide assistance to the Huallaga 
Valley through the planned new Democratic Development with Local Governments 
(DDLG) Project in 1994, as well as other initiatives which may be planned. 

In recognition of the new Administration's priorities, adjustments are planned 
in some of the supporting projects (ETD and PAPI) to better focus their development 
efforts and supporting policy analysis on greater participation of less advantaged 
target groups in all geographic regions of Peru to enhance their employment 
opportunities, income growth and social participation in democratic processes'. 

A.I.D. projects that support the sustainable development mandate and the 
counter-narcotics strategy in Peru are listed on the following page. 

' The narrative section of this report covers the period through December, 1993.
 

Annex A section covers the period through September, 1993.
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SUSTAINABLE DEVELOPMENT AND COUNTER-

NARCOTICS PORTFOLIO
 

USAID/PERU
 

($Million) 

PROJECT NAME PROJECT 
NUMBER 

AREA DEVELOPMENT PROJECTS 

UPPER HUALLAGA AREA DEVELOPMENTO 527-0244 

Sub-Total 

SUSTAINABLE ECONOMIC DEVELOPMENT PROJECTS 

ECONOMIC STABILIZATION AND RCOVERY 

EXPORT, TRADE AND DEVELOPMENT 

POLICY ANALYSIS, PLANNING, AND IMPLEMENTATION 

527-0344 

527-0349 

527-0343 

Sub-Total 

DEMOCRATIC INSTITUTIONS AND NARCOTICS AWARENESS 

ADMINISTRATION OF JUSTICE 

DRUG EDUCATION AND PUBLIC AWARENESS 

NARCOTICS EDUCATION AND COMMUNITY INITIATIVES 

PROJECTS 

527-0303 

527-0288 

527-0347 

Sub-Total 

PROJECTS UNDER DESIGN 

DEMOCRATIC INITIATIVES 

STABIUZATION, TRADE, AND MARKETING 

JUDICIAL STRENGTHENING 

527-0356 

527-0367 

527-0352 

Sub-Total 

TOTAL USAID/PERU COUNTER-NARCOTCICS PORTFOUO 

O Grant amount is $16.2 million. Loan amount is $15 million. 

PROJECT 
FUNDING 

START/END 
DATES 

$31.2 

$31.2 

FY 1981/94 

FY 1981/94 

$50 

$27.5 

$ 7.2 

$84.7 

FY 1991 

FY 1991/97 

FY 1990/95 

FY 1990/97 

$4.0 

$6.0 

$9.1 

$19.1 

FY 1986/94 

FY 1985/92 

FY 1992/97 

FY 1985/97 

$10 

$37 

$ 3 

$50 

$185 

FY 1994/99 

FY 1994/95 

FY 1994/96 

FY 1994199 

FY 198199 
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PERU: RESULTS TO DATE 

Sustainable development efforts have begun to show positive effects in Peru. 
The macroeconomic climate is improving. Alternative development artivities have 
received more Peruvian Government support in the last year than ever before and 
improved security has facilitated the provision of development assistance. Residents 
of coca growing areas are starting to take positive steps against the drug trade. 
USAID has been building a network of cooperating agents, municipalities, regional 
governments, national organizations, etc. which may disappear if visible support to 
their efforts cannot be maintained. 

ECONOMIC STABILIZATION 

After three years of continuous efforts to stabilize the economy and to secure 
sustained economic growth, Peru is starting to recover from its deep economic crisis 
of the past decade. The U.S. Mission to Peru, through high-level policy dialogue, 
conditioned balance of payments support, and other donor assistance, has worked 
with the GOP to institute a major economic program in which the private sector plays 
a dominant role. 

Economic Recovery has started... 

0 Gross Domestic Product annual growth rate has increased 
from -4.4 percent in 1990 to seven percent in 1993. 
a Peru cleared all its arrears with international financial 
institutions(over $2 billion). 
* Annualinflatondeclnedto 39.5percent in 1993, the lowest
 
level in 17 years.
 
N Governmentrevenues have risen to ten percent ofGDP from
 
about fourpercent in mid-1990.
 
* Governmentannualdeficithas decreased from 6.8 percentof
 
the GDP in 1990 to 1.4 percentin 1993.
 

Institutionalized economic reforms have won support of the International 
Monetary Fund (IMF), the World Bank (WB) and the InterAmerican Development Bank 
(IDB). The major success of the reform program was to reduce inflation from over 
7,600% in 1990 to under 40% in 1993, the lowest in 17 years. Peru has achieved 
substantial reduction of the fiscal deficit and significant curtailment of policy-induced 
distortions. Despite the cholera epidemic, a two-year drought brought on by "El Nino" 
and negative international publicity, net reserves have grown, export revenues are 
recovering and GNP grew by 7% in 1993. 
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Peru took a major step towards reintegration into the international financial 
community by clearing its arrears with the IMF and the World Bank, thereby receiving 
new money from these multilateral institutions for the first time since the late 1980s. 
It rescheduled its debt with the Paris Club bilateral donors, including the U.S., on the 
most concessionary terms yet received by a middle income country. This constituted 
the second major step toward financial reintegration. Privatization is advancing 
rapidly, and international investor interest has been stimulated by these trends. 

ExteralDebt: Latest Doalopments 

The Inter-American Development Bank-DB 
During January-December 1993, the IDS 
disbursed US$ 256 million to Peru: $ 200 million 
from the Financ al Sector Adjustment Loan, $ 35 
million from the Trade Sector Adjustment Loan, 
and $ 21 million from the Investment Loan for 
Road Rehabilitation. 

The World Bank 
The first tranche of the US$ 400 million Financial 
Adjustment Loan (FAL) was disbursed in March 
7993, jointly with the US$ 300 million Trade 
Policy Reform Loan and the US$ 300 million 
Structural Adjustment Loan. During the second 
quarter of 1993, the World Bank disbursed US$ 
75 million under the first tranche of the 
Privatization Loan. A US$ 100 million loan with 
the Fondo Nacional de Comoensaci6n oara el 
Desanrollo Social (FONCODES), the GOP 
organization for social emergency programs, 
was signed in November 7993, as well as a US$ 
150million loan forprivatization of the electricity 
sector. 

The Pgis Club 
In May 7993, Peru reached a Paris Club 
agreenent with its official creditors. That 
agrement consolidated debt service anounted 
to US$ 1.9 billion, due over the period January, 
1993 to March, 1996. 

In June, the Consultive Group for Peru met 
informally to seek donor support for social 
programs aimed at poverty alleviation. Some 
U$ 900 million was committed by the 
multilateral and bilateral donors attending the 
meeting. 

Commercial Banks 
The total debt with commercial banks is around 
$6.8 billion (including interest arrears). Peruvian 
authodties startednegotiationswithbanks of the 
Restructuring Committee on a debt-reduction 
package. The GOP also began negotiations with 
foreign suppliers of unguaranteed suppliers 
credits, including JAPECO, one of Peru's main 
unguaranteed supplier credit providers. 

A.I.D.'s influence on reform has been exerted through the Policy Analysis, 
Planning and Implementation (PAPI) Project, which is designed to produce policy 
recommendations that will improve macroeconomic performance. PAPI has financed 
shcrt-term services of experts in critical areas of the economy, as outlined in Annex 
A of this document. During the reporting period, the National Confederation of Private 
Business Institutions (CONFIEP) used PAPI funds to finance studies on labor reform, 
severance regime, private health services, and constitutional economic proposals to 
consolidate structural reform, which were used as guidelines for the design of the 
economic aspects of the new Constitution. 

During 1994, Peru plans to take the final step toward financial reintegration by 
negotiating a BradV Plan agreement with its commercial bank creditors. A medium
term economic program is being implemented now. It will help lead to stabilizing and 
reactivating the Peruvian economy. Political risks to the economic reforms are high 
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due to powerful interest groups. As the 1995 election approaches, the temptation to 
appeal to populist solutions becomes harder to resist. Some measures appear to 
contradict the spirit of the reforms such as the special tariff surcharges intended to 
protect Peruvian farmers from so-called unfair competition. The reform program is far 
from complete and success depends on continued assistance from external donors. 
Much will depend, however, on Peru's ability to contain terrorism and narco
trafficking. 

PRIVATE SECTOR GROWTH 

The strategy to increase private sector participation focuses on increasing 
exports, primarily non-traditional exports through the Export, Trade and Development
(ETD) Project. Even though the project is not fully implemented yet, due to security
and political restrictions, important results have been achieved during the reporting 
period. The ETD Project, through the Exporters Association (ADEX) and the 
International Executive Services Corps (IESC), has been providing technical assistance 
to more than 2,000 Peruvian producers and exporters in different areas. 

Major areas of concentration were the introduction of: a) the FDA Hazard 
Analysis Critical Control Point (HACCP) sanitary and quality control system standards 
for seafood products, b) new improved varieties of exportable beans, c) improved
sanitary techniques for garlic, d) advanced harvesting techniques for mangoes, among
other activities, which have increased the competitiveness and quality of such 
products. (See the project annex for more detailed information on these types of 
activities). 

The Export, Trade and Development Project has contributedto: 

0 Earnings increase of $25 mion in exportable agriculture 
products. 
I Sustain 5,500 jobsin the fisingsector. 
0 Introduction of international qualty control standards for
 
seafoodproducts.
 
I Estabishment ofan Arbitration Centor for the resolution of
 
domestic and internationalcomwercialdisputes.
 

Additionally, ETD continued providing assistance to coca-growing regions in 
cooperation with various Chambers of Commerce areasin the of marketing, and 
improvement of post-harvest treatment of tropical fruits, coffee, cacao, palm hearts, 
and shrimp. Improvements in coffee are being carried out with the cooperation of the 
Coffee Exporters Association. 
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During the reporting period, the Export Sector Panel (ESP), a joint private-public 
sector council to deal with export-related issues and macroeconomic constraints to 
exports, have developed several initiatives with satisfactory results. One of the most 
important was the establishment of an Arbitration Center within the Lima Chamber 
of Commerce for the resolution of domestic and international commercial disputes. 
Another result of ESP activities was the postponement - until April 30, 1994 - of the 
GOP's decision to withdraw from the Andean Pact. In addition, ESP started a private 
sector-led evaluation study - Proyecto EmpresarialPeruano (PEP) - of Peru's productive 
potential, investment opportunities and infrastructure needs, which will serve as basis 
for future negotiations with international donors. 

COCA-GROWING AREAS 

Currently, there is a favorable environment in the Upper Huallaga area, which 
is receptive to the provision of alternative development activities. The continuous 
presence of the Upper Huallaga Area Development Project over the last ten years has 
helped to gain the confidence of farmers. This support combined with the farmers' 
increasing rejection of violence and narco-terrorism are encouraging the farmers to 
change and return to licit activities. Counter-narcotics activities are now well 
positioned to make a major medium to long-term impact on the region. Nevertheless, 
additional progress was not possible due to lack of funding. 

The Upper Huallaga Area Development Project has 

a Increased living standardsofmore than 25,000 famiesin the 
Huallaga Valley. 
1 Delivered agriculturalservices to more than 20, 000 farmers 
that have stimulated the expansion of legal crops. 
E Directly assisted 5,700 farmers to become legal owners of 
their lands, coveringapproximately 120,000 hectares. 
* Rehabiltated and maintained 1,628 klometers of valley 
roads, thusreducingtraveltime to markets and transportationcosts 
up to 60%. 

During the reporting period, other important results were achieved. One of the 
principal accomplishments was the completion of the Picota Bridge, a 263 meter 
suspension bridge over the Huallaga River that provides access to the Ponaza and 
Biabo Valleys. Due to their isolation, these valleys were potentially new expansion 
areas for coca cultivation. The bridge's impact over the area is enormous. Its long 
awaited completion is stimulating increased opportunities to farmers for licit crop 
production, mainly corn and rice. Currently, transportation costs have been reduced 
by 50%, and travel time from the Ponaza Valley to the main highway, now connected 
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with the bridge, has been reduced from 4 hours, or days in rainy season, to 1 hour. 
The road and other sustainable development activities, detailed in Annex A, 
successfully completed in the Ponaza Valley, radically changed farmers' attitudes 
towards the feasibility of legal activities, and the economic and social environment of 
the Valley which, in turn, has restored confidence of the people in democratically 
elected authorities, restored government control, and, finally, reduced production of 
coca-based products. 

A Rest*r of the New Strategy Inthe Huulaga Valey 

The new strategy applied in the Ponaza Valley 
has been successful. Sustainable development 
activities coupled with community and local 
governments' participation gained people's 
support for the alternative development process,
while organizing and gathering the people around 
a common activity - community infrastructure, 
This, in turn, had three effects: reinforced 

people's sense of community benefits and 
democratic participation instead of personal 
benefits, set the basic infrastructure for 
sustainable development, anddiverted labor from 
coca activities to community activities, which at 
the same time diminished coca production. 

Intltal estimates show that coca leafproduction 
in the Ponazz Valley has decreased. A :ecent 
agricultural survey in the Ponaza Valley indicates 
that of 1,361 ha that were planted with coca by 
822 famifes In 1992, only 714 ha were 
harvestedin 1993 by 466 families. Productivity 
has also decreased by 30%. 

On the other hand, legal economic activity has 
increased. The opening of the Picota Bridge, 
rehabilitation of roads and agricultural services 

have reactivated agricultural production in the 
Valley. Ponaza farmers have started to repay 
their creot for the small rice millplant before the 
due date, one indicator that their earnings for 
their rice production are increasing. The 
community fish pond has also started to show 
earnings. Fresh fish is not only sold in the 
Ponaza Valley, thus improving their dietary 
consumption as well as increasing legal earnings 
for the Valley. Rice and corn, only produced for 
the self-consumption in 1992, new is sold 
outside the Valley. 

Narcotraffickers attempted again to enter the 
Ponaza Valley and, one more time, the people of 
Ponaza refused to participate in illegal activities. 
Furthermore, they requested the assistance of 
the authorities to implement law enforcement 
actions in the Valley. 

The strategy applied in the Ponaza Valley proved 
to be effective. The Ponaza Valley people have 
now more legal income opportunities and, 
moreover, these are self-sustainable activities. 
UHAD objectives for the Valley were fully 
achieved. 

The strategy applied in the Ponaza has been extended with promising results 
to the Biabo and Sisa Valleys, other potentially new coca growing areas. These 
activities will continue in 1994 with GOP resources. 

In the province of Tocache, through the Democratic Community Development
(DCD) activity, greater community participation was observed in the process of local 
government decision making. There also was an increase inpeople's consciousness 
to move from coca production into legal activities. Consequently, as a second phase
of the strategy, PEAH (Proyecto Especial Alto Huallaga ; GOP's UHAD implementing
agency), in conjunction with the Municipality of Tocache, has initiated a voluntary 
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eradication program. The coca-eradicated fields are being plantad with bananas, 
cassava, and with local tropical medicinal trees native to Tocache. 

In other areas of the Huallaga Valley, all nine agro-industries financed through
PEAH's capitalization loans are operating and supporting local production. Fer 
instance, the fruit processing plant in Tingo Maria buys the pineapple, papaya, cocona 
and carambola production of 102 farmers; the banana flour processing plant uses 2.4 
MT/day of a local variety of banana; the yucca flour processing plant in Uchiza needs 
the production of 126 ha of yucca, which are cultivated by seven producers
association. The Export, Trade and Development (ETD) Project and PEAH are 
providing managerial and marketing training along with technical training and follow
up through expert private institutions. Besides, ETD and PEAH are disseminating
special marketing studies of these products made by the UNDCP (United Nations Drug 
Control Program). 

UHAD has been a catalyst for other donor participation in the Huallaga Valley.
In fact, UNIDO (United Nations Industrial Development Organization), UNDCP, and the 
German Embassy started several working meetings to develop complementary 
programs with A.I.D. Consequently, an agro-industrial program for pijuayo or peach 
palm cultivation was started in the Uchiza-Tocache area with private sector 
participation. A processing plant is scheduled to be built by the Uchiza Producers' 
Association, supported by UNDCP funds and technical assistance. 

DRUG AWARENESS 

The Center for Drug Information and Education (CEDRO), the implementing 
agency for the current Narcotics Education and Community Initiatives (NECI) Project
and previous Drug Education and Public Awareness Project, is the leader in Latin 
America in promoting drug awareness, and continues developing a nationwide drug
prevention program and building consensus in support of more aggressive GOP action 
against drug production and trafficking. CEDRO's intense lobbying and briefing of 
members of the Peruvian Congress have resulted in passage of important anti-drug 
legislation. 

Media continued publishing an increasing number of press articles and T.V. 
reports on coca processing and trafficking, and drug prevention spots. Further proof 
that twe NECI Project continues to raise public awareness on the drug problem. 

The drug prevention program developed by CEDRO is being implemented in 
private and public schools nationwide, including coca-growing areas. As part of its 
drug prevention activities in coca growing regions, CEDRO started a small productive 
program in the Huallaga Valley. The program provides seed money for communal 
organizations to establish productive activities, which provide employment to young
people as an alternative to narcotrafficking. One of the most successful activities is 
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Efforts in drug awareness have resultedin: 

a The inclusion in the new Constituton of the following 
statement: "The State fights and punishes the Alcit traffickingof 
drugs". 
* The issuanceofa law whereby the punishmentforcoca by
products processing, smugging, money laundering, or inducing 
others to do so, was increased to a If sentence. 
a The drafingofa severe lawalsopunisNngopiumpoppyseed 
cultivation, processingand traffiking. 

the production of native cotton, a natural pigmented cotton, which currently is in high
demand in foreign markets. On the other hand, more than 30 communities have 
started their locally-designed prevention programs with the support of local 
governments. 

CEDRO organized its fifth international workshop on drugs. The workshop was 
oriented to the identification and evaluation of strategies and intervention perspectives 
on control and prevention of drug production, trafficking and abuse. One issue raised 
by the participants from the Andean region was the uncertain USG policy towards 
alternative development to continue supporting Andean countries' efforts to combat 
the drug problem. 

ADMINISTRATION OF JUSTICE AND HUMAN RIGHTS 

Results achieved during the reporting period are indicative of the willingness of 
GOP institutions to carry out fundamental institutional changes. The Administration 
of Justice (AOJ) Project, which supports the GOP in improving the efficiency and 
effectiveness of the judicial system, particularly on the criminal side, lobbied for the 
inclusion of important judicial reform measures in the new Constitution, which will set 
the basis for a more modern and independent, judicial branch. This was done through
policy dialogue and a series of studies, seminars and workshops provided to members 
of the Congress and the Judicial Branch. 

Another important step towards judicial system reform is the establishment of 
an Inter-institutional Commission for the Application of the New Criminal Procedures 
Code, and its implementation of a variety of activities to promote the new Code, 
including two major training activities for judges and prosecutors. The new -U.S. 
style- accusatorial criminal system will replace Peru's obsolete legal system based on 
Roman inquisitor-law. The new system, when implemented, in May 1994, will speed 
up the prosecution of the accused, better protect the rights of the accused, and make 
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the Peruvian judicial system more transparent in an effort to fight corruption, which 
increased with the growth of narcotrafficking. 

Judxial reforms set in the new Constiuinassure: 

a Transparency in the selection ofjudges through the 
JudicialCareer. 

a Independent designation of judges and prosecutors 
through the National Counci ofJudges. 

E hmproved pevibomance of judges and prosecutors 
through the JudicialAcademy. 

* Protecton of the rights of the accused through the 
Public Defenders Office. 

0 Democratc election ofJustices of the Peace. 

The National Registry of Detainees (NRD), formally established by law in 
December 1993, is now operating and is being used by the Public Ministry (Attorney
General's Office) to monitor the status of persons detained by the police and the 
military under suspicion of terrorism. The quality and quantity of the police and 
military data are constantly being improved. Communication and data processing
equipment have been installed in Public Ministry offices throughout the country, and 
regional police headquarters to provide timely information on detainees to the NRD. 
This AOJ Project-funded activity is supported by the Costa Rica-based UN affiliate, 
ILANUD. 

Another output, the case tracking system, established in all Prosecutor's 
Offices in Lima, is measuring output, court pressure points, and time standards for 
various types of cases. This AOJ Project-financed system is being replicated through 
a pilot activity in the Judicial Branch in an effort to streamline case processing in the 
court system. 

USAID intends to further these and other important activities in the area of 
administration of justice through the planned FY 94 follow-on project entitled Judicial 
Strengthening (JUST). 
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PERU 

PROJECT NAME PROJECT NUMBER STARTIEND DATES PROJECT FUNDING EXPENDED TO DATE 
Economic Stabilization and Recovery 527-0344 1991-1994 $330 million $20 million 

PROJECT PURPOSE: To strengthen Peru's commitment and efforts to establish a sound economic policy framework that serve as the foundation foreconomic stability and sustained economic growth. The program also addresses the problem of a macroeconomic framework that facilitates thecreation of alternate sources of micome to advance counter-narcotics objectives. 

PROJECT DESCRIPTION: The 1991 Program provides $50 million in balance of payments assistance in direct support of the Government of Peru's(GOP)'s economic reform program and budgetary support to finance key counter-narcotics activities. The U.S. dollars funds will be provided in threetranches. The disbursement of these funds will be conditioned upon continued progress in the counter-narcotic and economic reform programs asestablished in the International Narcotics Control Act of 1990 (INCA). The U.S. dollar funds will be used to finance servicing of official GOP's debtto the International Monetary Fund (IMF), the World Bank and the Inter-American Development Bank (IDB), as consistent with the Economic SupportFunds (ESF) Cash Transfer Assistance-Amplified Policy Guidance. 

GENERAL COMMENTS: The GOP has adopted a firm economic stabilization program aimed to bring inflation down and implemented a set of structuralreforms designed to turn the resource allocation process back over to competitive and efficient private markets. Despite the April 5, 1992 events.the GOP has been able to raise all external financing from the international financial institutions, met the strict conditionality of the IMF's RightsAccumulation Program (December 1991 to December 1992). and sign an Extended Fund Facility (1993-1995). 

Regarding the ESRP program, the GOP met the Conditions Precedents (CPs) for the first disbursement in December 1991. The US Mission's tworemaining disbursements have been blocked following the events of April 5. The US Mission to Peru reported to Washington that all CPs had beenmet for all tranches. However, as of this date, there is continuing discussion in the Department of State regarding the possibility of adding a newCP related to a particular human rights issue. Because this program was intended as balance of payments support, there is no statutory requirementfor a counterpart contribution, according to guidance issued in 1991 (after PAAD was written). The program agreement was renegotiated, to providefor generation of counterpart funds at a lower level, to cover A.I.D. trust fund requirements, grantee management costs, and (in final two tranches.not yet disbursed) financing of high priority projects (current activity selected is the Rehabilitation of the Marginal Highway and the Central Highway,which links Huallaga Valley to Sierra and Coast). Total Life of Project counterpart contribution is $ 15.5 million plus $ 4.5 million for A.I.D. trust fund. 

The following is a list of suggested indicators to monitor the results of the ESRP project. All of them correspond to the economic targets, benchmarksand limits established with the IMF. Most indicators are available quarterly, though it is possible that some will be available only yearly. (See tables 
attached). 
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ACCOMPLISHED 

JAN-DEC 1993
 

7.0 

39.5 

23.6 

16.7 

6.9 

1.4 

1.0 

zero 

zero 

10.1 

0.3 

46.5 

48.4 

700 

6.9 

PERU 

COMMENTS 

Average percentage increases 
over the same period of the 
previous year 

INDICATORS 

PURPOSE INDICATORS
 

GDP growth rate 1%) 


Inflation rate 4%) 

Domestic investment 4% of GDP) 


National savings (% of GDP) 


External savings (% of GDP) 


Consolidated deficit 1% of GDP) 


Primary surplus (% of GDP) 


Quasi-fiscal deficit f% of GDP) 


Domestic financing of budget deficit 1% of GDP) 


Tax revenues 1% of GDP) 


Privatization revenue (% of GDP) 


Growth rate of currency %) 


Growth rate of M2 %) 


Central Bank net domestic assets %) 


Change in international reserves of the Central Bank ($ mil) 


External current account deficit (% of GDP) 
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BASELINE TARGET 
1992 1993 

-2.8 3.5 

56.7 27.0 

24.2 16.8 

19.1 10.8 

5.1 6.0 

2.5 2.9 

0.5 0.8 

0.1 0.1 

0.1 zero 

9.3 10 

0.1 0.6 

71.2 35 

60.3 36 

-6.7 Constant 

697 428 

5 6.5 

A-2 AGENCY FOR INTERNATIONAL DEVELOPMEJT 



Economic Stabilization and Recovery Project (527-0344) PERU 
INDICATORS BASELINE TARGET ACCOMPLISHED COMMENTS 

1 1992 1993 jJAN-DEC 1993 
Export volume growth rate (%) 4.7 4.0 -2.0 
Private capital inflows ($ billion) 2.0 1.4 1.2 

Debt payments to International Financial Institutions current remain current 

Number of tariff rates (units) 2 2 2 
Surcharge system ( of products) 19 20 20 
Wheat & products surcharge (%) > 45 40 28 
Trading National Enterprise- ENCI- trading limit ('000 MT) 300 food donations only 

Source: Central Reserve Bank 
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PROJECT NAME 	 PROJECT NUMBER STARTIEND DATES PROJECT FUNDING EXPENDED TO DATE 

Export, Trade and Development 	 527-0349 1991-1997 1$ 27.5 million $1.47 million 

PROJECT PURPOSE: To generate employment and increase Peru's exports, primarily non-traditional exports, replacing coca-generated foreign 
exchange earnings with legal alternatives. 

PROJECT DESCRIPTION: The project will achieve this objective by providing general and direct technical assistance through the Association of 
Exporters (ADEX) and an Institutional Contractor (IC)to exporters in agriculture/agroindustry, light industry/metalworking and fishing sectors and by 
enhancing the export promotion services capability of ADEX and other export promotion organizations to provide substantial export services after 
the Project ends. On September 30, 1993, the Project was amended to include an $ 8 million agricultural productivity improvement component (API). 
The purpose of this component is to improve productivity and competitiveness of farmers engaged in the production of exportable agricultural 
products, through technical assistance, use of improved technologies, application of adaptive research and credit ($10 million HCOLC) to acquire the 
necessary productive technologies. 

GENERAL COMMENTS: Formerly the project's title was Investment and Export Promotion. The major activities planned for the project, under the 
IC, have been delayed for political reasons. During the reporting period, the firm Louis Berger International, Inc. was selected as the IC. The Chief 
of Party will arrive at the beginning of 1994. On the other hand, a $2.8 million Cooperative Agreement was signed with ACDI to implement the credit 
and community-based enterprise development pilot project under the API component. 

Given the delay in contracting the IC, ADEX assumed a more active role in Project implementation, and some activities have been started by ADEX 
with very satisfactory results. ADEX has built up a professional team of sector specialists, has completed the design of the Monitoring and Tracking 
System, and is making progress in the design of the Commercial Information System. Local promotion services have been organized and promising 
export enterprises have been identified. 

* 	 During the reporting period, a total of 30 seminars and workshops have been conducted and 50 experts have visited Peru under the ADEX 
grant. IESC, in turn, has been active in providing consulting services to 12 firms. In agriculture, workshops have been organized at the 
countryside aimed at addressing production problems for garlic (system for nematode control has been introduced), dry beans (new exportable 
varieties are in the process of dissemination), asparagus, and mangoes. Seminars on U.S. and European market conditions have been 
conducted for these products. More than 2,000 Peruvian producers/exporters/traders have participated in these events. Between October 
1991 and December 1993, it is estimated that the Project's activities in this field have contributed with $25 million in agricultural earnings, 
including exports, generated by these products. 

* 	 In the area of beans, the ETD Project finished the experimentation and research phase of the bean seed bank program. Top export quality 
seeds were successfully adapted to the peruvian soil and weather conditions, and are being reproduced in different valleys of Peru. Imporved 
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production techniques have been applied not only to the exportable varieties but also to traditional varieties, thus increasing yields per hectare.The beans program will provide improved seeds for 15,000 hectares, which will generate $30 million in beans exports and employment for 
4,500 people. 

* Another successful series of workshops organized by ADEX has been in the introduction of FDA's sanitary and quality control system, theHazard Analysis and Critical Control Point- HACCP, for fish and seafood products at the main fish and seafood processing for export zonesin Peru, in order to increase the sanitary conditions of the processing plants and ensure the quality of the exportable product. European andUSA markets will not accept sea products without a HACCP certification. Courses have been so successful that even businessmen fromEcuador have attended. Several plants have already met international quality control standards, thus increasing their exports. 45 participantspassed the U.S. National Oceanic and Atmospheric Administration (NOAA) examination and have received NOAA's certification as HACCPadvisors. The system is currently promoted by ADEX in all of Peru's fishing centers. Shellfish farming techniques are being introduced withthe assistance of Chilean experts. Seminars have been organized on fisheries market conditions in the U.S., Europe and Asia (Japan and Koreamarkets). More than 300 Peruvian fisheries managers have attended these seminars. An assessment of the Peruvian fishing fleet has beencarried out by a group of experts with the objective of improving Peruvian investments in that area. It is estimated that Project's activitiesin this field, from October 1991 to December 1993, have strengthened 5,500 jobs in the fishing sector. 

* For the light industries sector, experts from the Fashion Institute of Technology (FIT) have conducted seminars on pattern- making and qualitycontrol for the cotton garment industry. In 1994, the FIT will develop a needs assessment for the jewelry industry which has great growthpotential. Peru in one of the main exporters of refined silver and gold; there is enormous potential for the industry to add value to theseprecious metals. For the metalworking industry a series seminars on Total Quality Control (TOC) management techniques and automationtechnologies will be organized in cosponsorship with the Society of National Industries (SNI). Four export firms in auto-part production havebeen identified with export potential to the U.S. and will receive technical assistance to improve their competitiveness. A course on how toadapt Peruvian handicrafts to the U.S. market has been conducted. The course also presented a thorough analysis of the different commercialchannels in the U.S. for handicrafts. The ETD Project aims at doubling Peru's handicrafts exports to $30.0 million in 1997. 

* ADEX has also organized seminars on packaging technologies and new international labeling requirements and on international fair participation
techniques. 

* As an activity to disseminate information on exportable products issues, ADEX started a radio program called "The Exporter Voice*. Currentlythere are 41 radio stations throughout the country transmitting the program to an audience estimated in 1'519,500. Program disseminateresults of the seminars, workshops and studies implemented by ETD, such as post-harvest treatment, production technologies for mangoes.packaging techniques, etc., as well as news on regulations, new markets, technologies, etc. The program is so successful that is also re
transmitted to Yunguyo-Bolivia. 
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U 	 ADEX and IESC are also providing management training services in the Huallaga region, in cooperation with Chambers of Commerce of the 
area. Market information and technical assistance are also provided to promote exports from coca-producing regions. New products such 
as Malaysian shrimp, silk worm and palm hearts are under study to promote their production in the UHV. Improvement of cacao and coffee
yields is now feasible due to control of terrorist activities in the region. Export promotion activities are carried out with the cooperation of 
the Coffee Exporters Association who are working in quality control and cacao processing companies who are interested in reducing imports 
from Ecuador. 

* 	 The Export Sector Panel (ESP), established to identify export-related issues for further study and articulate proposals to the GOP, has already
identified issues on Commercial Arbitration, Productive Potential and Project Identification, Junior Achievement, Andean Integration Options,
Indirect Tax Draw back System, among others. As a result of ESP proposals, a Commercial Arbitration Center was established in the Lima 
Chamber of Commerce, to solve commercial disputes in a speedy manner, as an alternative to the cumbersome traditional judicial system.
Negotiation alternatives proposed by the ESP led to the postponement - until April 30, 1994 - of the GOP's decision of wihdrawing from 
the Andean Pact. Additionally, the Peruvian Entrepreneurial Project (Proyecto Empresarial Peruano-PEP) has been started, which is making 
an inventory and analysis of existing/potential resources and productive infrastructure projects by geographic region including the Huallaga
Valley, as basis for long-term development planning. The study is carried out in cooperation with the Confederation of Private Peruvian 
Entrepreneurial Institutions (CONFIEP). 

* 	 Under ETD's new API component, ACDI will develop a community-based rural financial institution in the Jequetepeque, Motupe, and Olmos 
valleys as a pilot Caja Rural project. TechnoServe, another PVO associated with ACDI under the Project, will advise small to medium-sized 
farmers in export crops in these valleys and provide technical assistance for their production. With a $3.0 HCOLC Title III contribution, the 
Project will leverage $17.0 million from COFIDE, and other financial institutions for an agribusiness credit line. 

The following outputs represent only the initial activities performed by the project. Both outputs and indicators will be revised shortly by the 
institutional contractor. 

OBJECTIVE IV: SUSTAINABLE DEVELOPMENT AND COUNTER-NARCOTICS A-4 	 AGENCY FOR INTERNATIONAL DEVELOPMENT 



Export, Trade and Development Project (527-0349) 

INDICATORS OCT 92-
____ ______ ________ ___ __A R____3_S 

PURPOSE INDICATORS 

Number of jobs generated 

Increased exports: 

Seafood/frozen fish products 

APR 93-
E P 93 

CUMULATIVE 

Beans 

Garlic 

Mangoes 

OUTPUT INDICATORS 

Improved export promotion services capability 

New markets developed 

2 2 4 

Export-related policy constraints resolved 

Policy issues identified: Commercial Arbitration, 
Productive Potential and Project Identification, 
Junior Achievement, Andean Integration Options, 
Indirect Tax Draw Back system 

5 5 5 
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PERU 

COMMENTS 

Initial estimates report that 5,500 jobs 
were sustained by the increase in
exportable production of frozen fish. A 
$25 million increase in earnings ofexportable mangoes, asparagus, beans and 
garlic of enterprises assisted by the project
also have been detected. Actual figures 
will be provided in the next reporting 
period. 

Analysis of U.S. market for agricultural and 
handicraft products; U.S., Asian and 
European markets for fisheries productscompleted. 

Export Sector Panel functioning 

Issues resolved: Commercial Arbitration 
Center established, Peruvian 
Entrepreneurial Project. 
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INDICATORS 

Improved quality and competitiveness 

OCT 92-

MAR 93 
APR 93-
SEP 93 

Number of Technical Workshops/Seminars provided 
on: 

Coffee 

Gdiconion 

Fruits and Vegetables 

Beans 

1 

1 

2 

2 

1 

2 

2 

Jojoba 

Seafood/frozen fish for human consumption 2 

Apparel 

Jewelry 

Packaging Technologies 

Participation in International Fairs 

Number of Technical Assistance interventions 

3 

2 

1 

2 

Garlic 

Mangoes 

Beans 

2 

2 

2 
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CUMULATIVE 

3 

3 

4 

4 

1 

3 

2 

1 

3 

4 

2 

2 

2 

PERU 

COMMENTS 

Average of 80 participants per 
seminar/workshop 

Assistance in marketing and quality control 

Assistance in production and marketing 

Assistance in marketing and production 

Assistance in marketing and production 
(new varieties introduced) 

Assistance in production 

Assistance in production and quality 
control systems 

Assistance in production 

Assistance in production 

Assistance in technology and marketing 

Training on trade promotion 

New seed sanitary treatment 

Flowering inducement techniques 

New high-yield varieties 
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INDICATORS OCT 92- APR 93- CUMULATIVE 

Metal mechanics 

Apparel 

Chemicals 

MAR 93 

1 

1 

1 

SEP 93 

2 

1 

4 

3 

4 

Packaging products 

Food processing 

Fisheries 

Trading services 

Increased sharing of information on exportable 
products related issues 

3 

2 

2 

2 2 

4 

3 

3 

4 

Improve content and delivery of information on 
external markets 
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COMMENTS 

Assistance in technology 

Assistance in management, technology and 
product development 

Assistance in technology and product 

development 

Assistance in product development 

Assistance in management and technology 

Assistance in technology 

Assistance in technology and marketing 

Radio program disseminating results of 
seminars, workshops and studies 
implemented by ADEX, as well as news on 
regulations, environment management, 
new markets, prices, etc. is currently 
transmitted by 41 radio-stations troughout 
the country. Number of producers and 
exporters reached by this program will bereported for the next period. 

An assessment of commercial information 
available in Peru carried out. Survey on 
firm's perception of needs and perspectives 
of commercial information finished. 
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STARTEND DATES PROJECT FUNDING EXPENDED TO DATEPROJECT NAME PROJECT NUMBER

A.. v.om~,IUpper Huallaga Area Development 241'981-1993 $31.2 million $29.6 million527-0244191 93$1. miio$2 6mlin 

PROJECT PURPOSE: To support the GOP development and narcotics control activities in the Upper Huallaga Valley (UHV) by strengthening localgovernment and community participation in the alternative development process, improve physical and social infrastructure and promote agricultural
activities which will replace illicit crops. 

PROJECT DESCRIPTION: The Upper Huallaga Area Development (UHAD) Project was originally designed to develop and transfer appropriateagricultural technologies which would strengthen agricultural support services in the UHV. Project activities carried out in support of this purposeconcentrate on reestablishing GOP agricultural development services in the UHV. These activities include: adaptive research to determine theagronomic, economic, and socio-cultural feasibility of agricultural technology packages; expanded and upgraded existing extension services; upgradedcapacity of the local universities to train agricultural scientists and conduct farm-level, agricultural seminars for extension workers and small-scalefarmers; provision of short and long-term agricultural credit; strengthened farm production activities (e.g. land registration, grain storage facilities.agricultural and resource information); improved road maintenance and provision of potable water systems and related community development
facilities to local communities. 

As part of a redefined strategy, the Project now operates in the Central and Lower Huallaga Valleys, places a new emphasis on communityparticipation and private sector involvement, and has implemented a series of sustainable development activities based on the Democratic CommunityDevelopment (DCD) concept and the Integrated Cuenca Development (ICD) concept. The successful DCD activity, similar to the Municipalities inAction (MIA) Project implemented by USAID/EI Salvador, previously tested in the province of Tocache, was expanded to include all provincialgovernments of the San Martin Region, one district area of the Leoncio Prado Province (Avelino Caceres Region) and one district area of the PadreAbed Province (Ucayali Region). The ICD concept was also expanded to two more valleys (Biabo and Sisa) after excellent results from the
Picota/Ponaza ICD pilot effort. 

GENERAL COMMENTS: During this reporting period, Peruvian political and economic stability improved and the GOP strongly supported UHADactivities through the infusion of local currencies and cooperation between the military and civil sectors. Additional progress in Project implementationwas hampered by the fact that the USG has not yet clearly defined its counternarcotics strategy. In July, AID/W decided to terminate all alternativedevelopment activities in Peru by December 31, 1993, thus, reducing the UHAD Project termination date from June 1994 to December 1993 andthe $7 million funding level for the FY93/94 to $3.35 million. By the end of FY 93 $1.4 million were obligated to close out the Project. 
* Maif, event of the reporting period was the inauguration of the Picota Bridge on August 17 by President Fujimori. The Instituto Nacional deDesarrollo (INADE) organized the inauguration event. Representatives accredited to the GOP from Canada, France, Germany. Japan, andBritish embassies, observers from OAS, UNDP, EC, and other international organizations, as well as USAID/Peru and US Embassy. and several 
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Ministers and other GOP high-ranking officials travelled to the Valley for the ceremony. During his speech, President Fujimori expressed hiscommitment to alternative development and counter-narcotics efforts. As mentioned in previous reports, the steel structure of the bridgewas purchased by the GOP ten years ago, and its construction was suspended in 1985 due to the lack of funds. One year ago, USAID/Peruand the GOP decided to support the Region of San Martin in finishing the construction of this bridge, which has now a market value of $50million. $3.35 million from PL-480 Title III local currency funds was used for this purpose.superstructure over the Huallaga River that provides access to the Ponaza and Biabo Valleys. 
The Picota bridge is a 263 meter suspension 

habitants, have great agricultural, cattle and forestry potential. 
These two valleys, with a population of 19,000Production is now limited to an area of 14,000 hectares out of the totalpotential area of 400,000 ha. Due to their isolation, Ponaza and Biabo valleys were potentially new expansion areas for coca cultivation.

which now is estimated in 1,800 ha. 

* Numerous ICD and DCD activities in the Ponaza Valley also were completed during the reporting period and are currently in operation. Theyinclude eight health facilities, two potable water systems, 32 public toilets, one fish pond, six tree nurseries, one rice mill, one communitycenter, six sports plazas, 31 classrooms and several school administration offices provided with furniture, 73 modules of textbooks distributed.and 20 km of rehabilitated roads. All of these works were implemented with community participation, local government management,technical assistance of PEAH. andTraining courses were also provided to local teachers and community promoters in education, environment.health and drug abuse. Additionally, women associations of the valley, organized as "Clubes de Madres", have installed and are technicallymanaging small farms producing 1,500 hens for meat and eggs. Moreover, aside from the Picota bridge, a medium sized rice mill wasconstructed, supported by UHAD through capitalization credit to the San Martin Rice Producers Associations (ARROSAMSA).
a processing capacity of The plant has
1.5 Mt of rice per hour. The processing plant has increased the quality of rice for the market, thus allowing 500families to receive better prices for their crops. 

* The opening of the Picota Bridge, the rehabilitation of the 42 km of the Ponaza Valley road and 10 km of feeder road connecting the valleywith the main highway, have created opportunities for farmers to market legal crops. The impact over the area is enormous. By providingthe long awaited transportation infrastructure needed for licit crop production, mainly corn and rice, the GOP has reduced transportation costsby 50%. Besides, travel time from the Ponaza Valley to the main highway, now connected with the bridge, has been reduced from 4 hoursor days in rainy season- to 1 hour. The road and other sustainable development activities radically changed farmers attitudes towards thefeasibility of legal activities, and the economic and social environment of the Valley which in turn has restored confidence of the people indemocratic elected authorities, restored government control, and finally, reduced production of coca-based products. 
* Initial estimates show that coca leaf production in the Ponaza Valley has decreased: the Ponaza Valley recent agricultural survey indicatesthat 1,361 ha were planted with coca in 1992 by 822 families, while only 714 ha were harvested in 1993 by 466 families.also decreased by 30%. Productivity hasOn the other hand legal economic activity has increased. Ponaza farmers have started to repay their credit for thesmall rice mill before the due date. This is one indicator that their earnings for their rice production are increasing.constructed with Project assitance, has also started to show earnings. 

The community fish pond
Fresh fish is not only sold in the Ponaza Valley. thus improving their 
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dietary consumption, but is also sold outside the Valley, thus increasing legal earnings for the Valley. Rice and corn, formerly produced onlyfor self-consumption, now is produced in sufficient quantity to be exported outside the valley. The strategy applied in the Ponaza valleyproved to be effective. It gained people support for alternative development process, while organizing and gathering the people around a common activity, community infrastructure, which in turn had three effects. It reinforced people's sense of community benefits anddemocratic participation instead of individual or personal benefits, set the basic infrastructure for sustainable development, and, diverted laborfrom coca activities to community activities, which at the same time diminished coca production. 

* In the province of Tocache, 60 additional community development projects were successfully completed in rural areas through the DCD
activity, raising people's consciousness to move to legal activities. Consequently, as a second phase of the strategy, the Project started ICDactivities tied to reduction of coca production in the Tocache area in July. PEAH in conjunction with the Municipality of Tocache has initiateda voluntary eradication program with a group of farmers to eradicate around 50 ha of coca plantations. The coca eradicated fields are beingplanted with bananas, cassava, and with local tropical medicinal trees native to Tocache. 

In an agreement with the Research Institute of the Amazon, applied research in "humus de lombriz", a natural organic fertilizer that use
earthworms and cowshed manure, showed their first results. Different kinds of crops as cucumbers, cilander, radish, yucca, and banana.were planted in seventeen ex-coca fields using this worm humus as a fertilizer. Yields of vegetable were twice larger than without this humus.
Cattle farmers are already producing this fertilizer, which has now great demand, because it is inexpensive, locally produced, organic, and 
provides the necessary nutrients for very stressed lands as ex-coca fields. 

* The Project started some activities in the Biabo and Sisa Valleys, accomplishments during the reporting period are: Biabo/Sisa - ICD: (a) Road
Rehabilitation/Maintenance: San Jose de Sisa-Curiumbuque, 12 km. out of 40 km.; Picota Bridge-Nuevo Control, 10 km. out of 24.7 km.;Bombonajillo Bridge-Nuevo Control, 1 km out of 16.2 km., (b) ResearchlExtension: technical assistance with 314 field visits to farmers, 3technical bulletins distributed to 750 farmers, installation of 8 seed nurseries with 80,000 plants, installation of 40 ha. of improved pastures(Brachiaria brizanta), participation of "Clubes de Madres" in the family production of 2,500 hens, installation of 18 horticultural plots, 4 agroforestry training courses for farmers, installation of 4 earth worm modules; (c) Agro-forestry Credit: 18 loans for a total amount ofS/.50,101.30; (d) Lend Titling: 298 cadastral parcels done in the Biabo and Sisa Valleys. Biabo/Sisa - DCD: In the communities of Barranca.Cuzco, Abancay in the Alto Biabo area, Construction and/or rehabilitation of one sports plaza, two schools, and a health post. In thecommunities of Santa Flor, Winge, Nuevo Lima, La Union, San Ramon, Nuevo Progreso, Pampa Hermosa, Perla del Ponasillo, Vanayaqu, NuevoTarapoto from the Bajo Biabo area, construction and rehabilitation of one health post, two sports plazas, and 9 classrooms. In August, theactivities in the Biabo Valley were reduced and in the Sisa Valley were stopped due to serious Project budget restrictions and disbursement 
delays. 

* The Project continues to implement DCD activities throughout the San Martin Region and in the Province of Padre Abad in the Ucayali Region.Training sessions were held with all the provincial mayors in each of their local areas. The total amount assigned to this activity, including 
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HCOLC, was $3.5 million. By the end of December the program will have completed almost all activities throughout the areas mentioned 
above. 

U In June, a delegation of 40 people from Lima visited the Huallaga Valley to inaugurate 85 Ponaza Valley subprojects and to discuss
development plans, security and prospective with local, regional and GOP officials working in the area. The delegation included the Minister
of the Presidency and the Minister of Health from the GOP, US embassy Charge d'Affaires, USAID/Peru Mission Director, officials from theBritish, Canadian and German embassies, 'he head of the Japanese chamber of commerce in Peru, the director of the UNIDO, and other GOP,
US embassy and A.I.D officials. Because of the visit to several points of the valley, and the discussions with local officials and GOP army
officials, the delegation could observe that the strategy applied by UHAD in Ponaza Valley was a success. This visit aimed to encourage theparticipation of other donors to get involved in alternative development activities in the Project area. Visitors representatives of other donors.looked motivated, and they showed interest about security issues, the possibilities of coordinating programs, and collaboration with A.I.D.in alternative development. In fact, after the visit. UNIDO, UNDCP, and the German Embassy started several working meetings to develop
conjunction programs with A.I.D. 

* Consequently, as part of the ICD activities, PEAH signed an agreement with CEPTENA, S.A., a private consulting company that specializes
in the agronomic. post-production and agro-industrial aspects of pijuayo or peach palm (Bactris gasipaes) cultivation. One hundred hectaresof pijuayo are being established in the Uchiza-Tocache area, benefitting a total of 50 farmers. A processing plant is scheduled to be built by
the Uchiza Producers Association, supported by UNDCP funds and technical assistance. 

All agro-industries financed through PEAH's capitalization loans in the Huallaga Valley are operating and supporting local production. For 
instance the fruit processing plant in Tingo Marla buys the pineapple, papaya, cocona and carambola production of 102 farmers, the bananaflour processing plant uses 2.4 MT/day of a local variety of banana, and the yucca flour processing plant in Uchiza needs the production of126 ha of yucca, being cultivated by seven producers association. PEAH is providing managerial and marketing training along with technical 
training and follow-up through expert private institutions. 

The USAID Export, Trade and Development Project has also started a program in the valley. The program includes the promotion and
improvement of post-harvest treatment of tropical fruits, coffee, cacao, palm hearts, shrimp and banana. Besides, ETD and PEAH will
disseminate and use special marketing studies of these products made by UNDCP, who has shared them with USAID projects as part of their 
collaborative effort. 

The narcotics awareness and education project implemented by the Peruvian PVO CEDRO started its productive program in the HuallagaValley. The program provides seed money to communal organizations to establish productive activities which will provide employment to 
young people as an alternative to narcotrafficking. The program has been received with enthusiasm among the young people in the area. 
Many of the activities being carried out are being held with the participation of women and children. 
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a 	 As mentioned in the last report, an audit team from the IG's Office visited all USAID and traveled to the UHV. The team provided several 
recommendations to the Mission; all proposed recommendations were implemented by PEAH's personnel in (neir Zonal Offices. 

On May 18. the Mayor of Tocache, Mr. Fredy Aliaga, was assassinated by terrorists. This violent act greatly disturbed local, national and 
international leaders, who knew of "Fredy" and his work. USAID Mission Director and USAID personnel involved in alternative development 
activities in the Tocache area decided to continue with the economic support to the local government activities surrounding rural areas of 
Tocache. 

* 	 On August 14. Mr. Lee Brown, Head of ONDCP, made a visit to the Tocache area where DCD and ICD activities are taking place. He 
evaluated in the field USAID activities as related with the overall USG and GOP anti-narcotics strategy. 

* During this reporting period, three provincial Mayors (Tarapoto, Rioja, Tocache) from the San Martin Region went to Tucson/Arizona with other 
12 Provincial Mayors, as part of the Peruvian Peace Scholarship Program: Public Management of Local Governments Sub-Program. The seven 
week training program is part of the activities that the Division of Training and Social Development of USAID/Peru manage. 

* 	 The lack of grant funds hampered Project implementation. The UHAD Project and the proposed follow-on Selva Economic Revitalization (SER) 
Project were caught up in the review of the Andean Counternarcotics Strategy. The UHAD Project has strong support from the GOP. which 
has identified the Huallaga Valley as one of its priorities for development, incorporates promotion of democracy, environmental protection, 
expansion of basic services, as well as increasing income and is well accepted by the target population. Because it addresses the social and 
economic problems which greatly contribute to the cultivation of coca leaf, the development model implemented by the UHAD can significantly 
reduce production of coca-based products in other areas if development funds were available. 

* 	 Even though, A.I.D. is stopping its Alternative Development activities in San Martin and surrounding areas, the GOP has decided to remain 
in the area. This decision will favor the conclusion of some of the Project activities that could not be finished by the established PACD. Some 
of this activities will be the conclusion of the Biabo Road and the construction of the bridge over the Ponaza River, among other activities. 
The road rehabilitation and maintenance component continue to be of enormous importance for the success of the UHAD Project because 
it will strengthen complementary production and information services in the Project area. The A.I.D. Local Development Unit continues to 
believe that the programming and allocation of funds to the Selva-Coastal Road (Carretera Marginal) Project is of vital necessity because it 
is essential to market development and the promotion of licit crops throughout the Huallaga Valley. 

* By the PACD, the Project will complete the following activities: 1. Road repair and maintenance on the Tocache-Uchiza road. around the 
Picota/Ponaza area and along key points of the Marginal Highway; 2. Rehabilitation of the road between San Jose de Sisa and Cufiumbuque. 
through an agreement with the Ministry of Transportation and Communications (MTC), the Municipality of El Dorado and PEAH; 3. Repair 
and/or take the appropriate measures regarding the broken Picota Bridge cable; 4. Administrative and technical training for the nine agro-
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industries personnel; 5. An audit to UHAD performing period up to December 31, 1993; 6. Fulfillment of the DCD established 1992-1993
 
workplan activities with the 10 municipal governments of the San Martin Region; and finally, all close-out activities requirements will be
 
completed by the newly established PACD.
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INDICATORS 

PROJECT PURPOSE INDICATORS 

(Agricultural Production) 


Rice (ha.) 


Maize (ha.) 


Banana (ha.) 


Yucca (ha.) 


Rice (metric tons) 


Maize (metric tons) 


Banana (metric tons) 


Yucca (metric tons) 


OUTPUT INDICATORS 

Agricultural Support Services Developed and Provided 

Number of Persons who Received Long-term Agricultural 
Training 

Number of Demonstration Plots Planted installed 

Number of Farmers who Received Technical Assistance 

Distribution of Seeds of Alternative Crops (rice, maize, 

beans) (kg)
 

OBJECTIVE IV: SUSTAINABLE DEVELOPMENT AND COUNTER NARCOTICS 

OCT 92-
MAR 93 

Year 1990 

9,114 

8,104 

9.662 

6,896 

32.800 

14.700 

74.700 

61,700 

34 

1,186 

18,349 

A-1 

APR 93-
SEP 93 

Year 1991 

2,618 

5,650 

9,782 

6.399 

8,261 

11,211 

75,949 

57,730 

15 

1,636 

6,280 

CUMULATIVE 

Year 1992 

1,362 

5,492 

10,306 

6.345 

3,901 

9,050 

80,732 

57,535 

19 

2,216 

19.792 

211.555 

PERU 

COMMENTS 

Problems of weather, marketing. 
and credit constrained 1991
1992 levels. Baseline= 1980. 

38% below 1980 level 

21% below 1980 level 

98% above 1980 level 

190% above 1980 level 

120% above 1980 level 

10% above 1980 level 

130% above 1980 level 

110% above 1980 level 

100% of LOP target 

74% of LOP target. Activity 
discontinued due to change of 
strategy. 

109% of LOP target 

49% of LOP target 
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Upper Huellaga Area Project (527-0244) 

INDICATORS 

Distribution of Seedlings of Alternative Crops (cacao, 

coffee, banana, yucca, citric) (units)
 
Number of Statistical Reports Published 


Number of Land Titles Registered 


Amount of Working Credit Provided 


Number of Working Credits Provided 


Amount of Capital Credit Provided 


Number of Capital Loans Provided 


Construction of a rice mill (Capital Loan financed) 


Construction of pineapple processing plant (Capital Loan) 


Construction of a banana processing plant (Capital Loan) 


Roads Rehabilitated 

Kilometers of Rad repaired 

Community Projects Developed 

Community Vegetable Gardens installed 


Community Small Animal Farms installed 
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OCT 92-

MAR 93 

347,134 

1 

386 

1,115,140 

235 


212,355 


10 


35% 


8% 


15% 


128.9 

132 

106 

A-17 

APR 93-

SEP 93 1 

658,000 

1 

309 

128,189 

224 

313,099 

10 

-

159.2 

61 

7 

PERU 

CUMULATIVE COMMENTS 

1 

2,673,506 324% of LOP target 

20 222% of LOP target 

5,727 102% of LOP target. These 

titles cover approximately
 
114,540 ha of land.
 

$6,187,295 159% of LOP target
 

3,609 

988,140 

29
 

100% Operating.
 

100% Operating.
 

100% Operating.
 

1,628.3 106% LOP target 

526 10.912 families benefitted 

242 5,082 families benefitted 
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INDICATORS OCT 92- APR 93- CUMULATIVE COMMENTS 
IMAR 93 SEP 93 

Number of Fish Farms Installed 5 1 22 366% LOP target 2,719 families 
benefitted 

Classrooms constructed/rehabilitated 74 132 751 48,398 students benefitted 
Number of Rural Potable Water Systems Installed 8 2 53 8,745 families benefitted 
Number of Persons Trained in Health 100 - 3,675 
Health Centers constructed/rehabilitated 13 4 114 4.476 families benefitted 
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PROJECT NAME PROJECT NUMBER STARTIEND DATES PROJECT FUNDING EXPENDED TO DATE 

Administration of Justice 527-0303 1986-1994 $3.51 million $2.45 million 

PROJECT PURPOSE: To support the GOP in developing programs to improve administrative, technical and legal performance of the principal
institutions within Peru's judicial sector, with particular, but not exclusive, emphasis on the area of criminal justice. 

PROJECT DESCRIPTION: The Project will identify and foster local efforts to prosecute in a just and speedy manner cases particularly related to 
narcotics trafficking and terrorism; raise professional standards for judges and prosecutors; organize and manage judicial personnel; improve
administrative planning and budgeting skills and system capacity; and, more generally, to inspire trust in judicial institutions and the rule of law. 

GENERAL COMMENTS: Implementation of USAID activities in the sector, suspended for some six months following the self-coup of April 5. 1992.
returned to normalcy during the period. Grant Agreement Amendment Number 4, dated September 30, 1992 -- which simplified the Project design
from 23 sub-projects to 4 activities, and transferred Project implementation responsibilities from the 3 principal GOP institutions involved in the 
administration of justice (the Judicial Branch, the Public Ministry, and the Ministry of Justice) to USAID -- also facilitated Project implementation 
considerably. 

Important accomplishments during this period include: 

* The successful completion of a contract with Hansen-Holm, Alonso & Co. to design and begin operations at the Office of the Court 
Administrator; 

* The successful completion of ICITAP's annual program of training and technical assistance for police, judges, and prosecutors;
* The AOJ Project's assumption of financial support for the National Registry of Detainees, with ongoing steps towards its becoming fully 

operational;
* The establishment of an Inter-institutional Commission for the Application of the New Criminal Procedures Code and its implementation of 

a variety of activities to promote the new Code, including two major training activities for judges and prosecutors; 5) the realization of a three
day conference on "Judicial Reform and the New Constitution," which proved to be highly influential in the Congress' debate on the new 
Constitution; 6) the completion of a judicial sector baseline study; and 

An additional $500.000 was provided through the Department of Justice for their ICITAP training program. 
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§ 	 The signing of an important contract with Cosapi Data, Inc. to improve the Public Ministry's case-tracking system and transfer it. in pilot 
fashion, to the Judicial Branch. 

A "lessons learned" project evaluation was also completed during the period, which reflects the importance of local political events and the 
evolutionary nature of AOJ Project design in successful project implementation. The evaluation of the follow-on Judicial Strengthening (JUST) Project
will incorporate any post-"lessons learned" evaluation factors that are relevant to JUST and the design of its follow-on project scheduled for FY 96. 

Bills for Collection for all unsubstantiated expenses and unliquidated advances to the Ministry of Justice, Public Ministry, and JAdicial Branch have 
been issued, thus closing all outstanding RIG audit recommendations. A full examination of documents pertinent to unliquidated advances from the 
Coordinating Office has also been completed. 

A no-cost, six-month extension of the PACD (to June 30, 1994) was processed in order to continue with important ongoing Project activities, close
out the 	Project in an orderly fashion, and provide continuity with the JUST Project. whose anticipated FY93 obligation was deferred until mid FY94 
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Administration of Justice Project (527-0303) 

INDICATORS 

STRATEGIC OBJECTIVE INDICATORS 

Percentage of Public with No Confidence in the 
Judicial System 

Percentage of Lower Socio-economic Groups with 
Access to the Judicial System 

Number of Accusations of Disappearances 

Reported to the Public Defender's Office 


PURPOSE INDICATORS 

Percentage of Persons in Penitentiaries Awaiting 
Trial 

Average Time for Judicial Process 

Ratio of Number of Trials Processed in One Year 
and Number of Trials Pending 

OUTPUT INDICATORS 

Ministry of Justice 

Number of Users at Enhanced Legal Library 


Number of Volumes at Enhanced Legal Library 


OCT 92-
MAR 93 1 

79% 

N/D 

72 

1991: 
75% 

NiA 

500 

50 

APR 93-
_SEP93 

71% 

65.7% 

40 

81% 

26 to 36 
months 

N/A 

500 

CUMULATIVE 

71 X' 

65.7% 

112 

24% 

2,500 

600 

PERU 

COMMENTS 

Public opinion poll (1993)
 

APOYO S.A. Statistics Report (1993)
 

Public Defender reports. Oct.91 -Sep 92
 
dissapearances accussations were 407.
 

Judicial statistics (1991) 
Minister of Justice (1993) 

Apoyo (1993) 

Judicial statistics (1991) 
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INDICATORS OCT 92-

1MAR 93 

Public Ministry 

Development of Manuals for Application of New 20% 
Criminal Procedures Code (percent completed) 

Establishment of National Registry of Detainees 20% 

Cases Resolved by the Special Prosecutor's Office 23 

Number of Prosecutors Trained 0 

Number of Courses Developed 0 

Percentage of Prosecutors' Offices with Automatic 20% 
Case Tracking System 

Judicial Branch 

Development of Manuals for Application of New 20% 
Criminal Procedures Code (percent completed) 

Number of Judges Trained 0 

Number of Courses Developed 0 

Number of Courts Implementing Automatic Case 0 
Tracking System 

OBJECTIVE IV: SUSTAINABLE DEVELOPMENT AND COUNTER-NARCOTICS 

1 APR 93-

SEP 93 

20% 

10% 

- 24 

60 

6 

20% 

20% 

60 

6 

A-22 

1CUMULATIVE 

60% 

80% 

1025 

74 

40% 

60% 

465 

25 

PERU 

COMMENTS 

Inter-Institutional Commission for the 
application of the New Criminal Procedures 
Code is actively developing proposals. 

Quality and quantity of its data is being
improved. 

Public Defender reports. New indicator. 

108% of LOP target 

Funded this period with PL-480 LC funds 

Cumulative figure corresponds to Lima 
Prosecutors' offices. Moving from Manual 
Systems to Automatic. 

Inter-Institutional Commission for the 
application of the New Criminal Procedures 
Code is actively developing proposals. 

78% of LOP target 

Changed from Manual Systems to 
Automatic. Important actions planned f )r 
next period. 

AGENCY FOR INTERNATIONAL DEVELOPMENT 



AdministrationofJusticeProject (527-0303) PERU 

INDICATORS 

Financial and Personnel System Designed and 

OCT 92-
MAR 93 

0 

APR 93-
SEP 93 

CUMULATIVE 

100% 

COMMENTS 

100% of LOP target. Designed and 

National Police 
___ 

__ __ __ 
im le e te i 99I 

Development of Manuals for Application of New 
Criminal Procedures Code (percent completed) 

Establishment of Registry of Detainees 

20% 

20% 

20% 

10% 

60% 

80% 

Inter-Institutional Commission for the 
application of the New Criminal Procedures 
Code is actively developing proposals. 

Quality and quantity of its data is beingimproved. 
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PROJECT NAME PROJECT NUMBER STARTEND DATES PROJECT FUNDING EXPENDED TO DATE 

Narcotics Education and Community Initiatives 527-0347 1992-1997 $9.1 million $1994 million 

PROJECT PURPOSE: To stimulate national awareness leading to activities that counteract drug production, trafficking and abuse, and the 
consequences of these activities. 

PROJECT DESCRIPTION: The primary focus of the Project is to stimulate nationwide awareness of the country's drug-related problems. To achieve 
this, it is necessary to strengthen CEDRO (The Center for Iformation and Education on Drug Abuse Prevention, founded in 1986 with A.I.D. funding
under the previous Drug Education and Public Awareness Project). as a private, non-partisan, financially self-sustainable drug information and education 
center that is well respected throughout the country and which, after the PACD, can continue to be the primary national authority in promoting drug
awareness and in developing and promoting drug prevention campaigns in Peru. A secondary focus will be three-fold: the expansion of the recently
developed drug prevention curriculum in high schools, the development of locally-designed prevention programs in high risk communities, and the 
consolidation of the Street Children Program. 

GENERAL COMMENTS: After the completion of first year operations under the NECI Project, CEDRO has begun to carefully address its financial self
sustainability issue, a major point identified when the Project was conceived. CEDRO now has a more comprehensive accounting system and
improved substantially its internal administrative procedures. During the reporting period, CEDRO was able to contract the development of financial 
information that will allow for the discrimination of core administrative costs and the rationale of applying these to all of the programs, grants and 
contracts they undertake. 

On the program side, the first year operations show an extensive work by CEDRO under the Drug Prevention Program in Schools and in the Community
Support components. On the education side CEDRO has doubled the number of high schools that have adopted the program. With regard to the work 
done with the communities, CEDRO intensified its action in the Huallaga Valley. Strong support from the USAID Upper Huallaga Area Development
Project has allowed CEDRO to organize at least 30 community groups that have started their own locally-designed prevention programs. CEDRO's 
persuasive action with congressmen has made possible to the inclusion in the new Constitution of the following statement: "The State fights and 
sanctions the illicit trafficking of drugs". 
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INDICATORS OCT 92- APR 93- CUMULATIVE COMMENTS 
MAR 93 SEP 93 

PURPOSE INDICATORS 

Percentage of Public who thinks Drugs are a 43% --- 43% Refers to 'one of the two major problems". Source
Major Problem for Peru. CEDRO's 1992 Public Opinion Survey. Target for 

1993: 30%. Next measure on first quarter CY1994. 

Number of Community Level-conceived and 10 6 16 53% of 1993 target

Implemented Drug Prevention Activities per
 
year.
 

Number of Newspaper Editorials per Month. 3 2 5 42% of 1993 target 

OUTPUT INDICATORS 

Private Drug Education and Information 
Center self-sustainable 

Non-A.I.D. Funds Raised for Self-sufficiency. 229,000 6,000 235,000 $150,000 were raised by CEDRO under the previous 
DEPA Project. Target for 1993: $250,000 
(cumulative) 

Increased Dissemination of Drug Awareness
 
Information
 
Number of High Schools with Drug Prevention 100 100 200 80% of 1993 target
 

Curricula Adopted.
 

Number of Surveys Conducted. 0 
 1.5 0 Target for 1993 : 3 surveys
 

Number of Yearly Radio/TV Campaigns 1 0 1 
 100% of 1993 target 
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=1,M 
A R 9 3INDICATORS OCT 9 2 - APR 93- CUMULATIVE COMMENTSSEP 9 3 

Increased Community Organizations in 
Awareness and Prevention 

NUmber of Community-based Institutions 40 40 80 80% of 1993 target 
Incorporated_____ ________________________ _____ 

Maintain five Street Children Centers as 100% 100% 100% CEDRO maintains operation of five facilities founded 
Models for Nation. under the DEPA Project. 100% of targetJETIVEort 

OBJECTIVE 

IV: SUSTAINABLE 

DEVELOPMENT 

AND 
COUNTER-NARCOTICS 

A-26 
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PROJECT FUNDING EXPENDED TO DATE
STARIEND DATESPROJECT NUMBER 

EPROJECT NAME 

Policy Analysis. Planning and Implementation 527-0343 1990-1995 $7.15 million $0.759 million 

PROJECT PURPOSE: To assist the Government of Peru and the private sector in developing sound economic policies and strengthening the policy 
dialogue and decision making process. 

PROJECT DESCRIPTION: The project provides high-level technical expertise to meet the needs of the Government of Peru (GOP) for planning. 
developing, implementing and monitoring economic policies, programs, and projects. Macroeconomic analyses and information dissemination related 
to policy analysis and the decision-making process will benefit both the public and the private sectors. High-level participation through the Office 
of the Secretary General of the Presidency ensures that the project addresses priority policy areas in the public sector. Private sector policy analysis 
is organized by the National Confederation of Private Enterprise Institutions (CONFIEP). 

GENERAL COMMENTS: Most pre-implementation activities had been completed and the Institutional Contractor (IC) was ready to start when the 

project faced the political events of April 5th which resulted in a temporary suspension of the project support to GOP. This brought as a consequence 
an indefinite delay of the project start-up by the IC. In the meanwhile, the project continued supporting private sector (CONFIEP) initiatives through 
direct A.I.D. implementation budget line . In December 1992, AID/W approved putting the Project on a fully operational basis and authorized the 
Institutional Contractor IC) to initiate activities in Peru, but the chief of party (COP) did not arrive in Lima until September. 1993 because of Embassy 
security concerns. With the arrival of the COP and the hiring of the Training Officer, the Institutional Contractor is now fully staffed 
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Policy Analysis, Planning and Implementation Project 527-0343 

INDICATORS 1991 1992 
I 1 

STRATEGIC OBJECTIVE INDICATORS 
GDP Growth Rate 2.4% -2.8% 

GDP per capita ($) 976 929 
Inflation Rate 139.2% 56.7% 

Export Growth Rate 0.1% 4.7% 

Change in Net International Reserves 1$ million) 773 697 
Fiscal Deficit as % of GDP 2.7% 2.5% 

Private capital inflows ($ billion) 2 

Private Investment as % of GDP 12.4% 

PURPOSE INDICATORS 
Improved Economic Policy Climate (Represents Progress 76.7 84.6 
Toward Achieving Target Score, i.e. Economic Policy 
Framework as Good as Chile's) I 

JAN 93-

DEC 93
 

6.8% 

973 

39.5% 

-2.0% 

700 

1.4% 

1.2 

18.0% 
(Jan-Jun) 

87.0 

PERU 

COMMENTS 

January-December 1993. Average 
percentage increase over the same period
 
of the previous year.
 

Cuanto S.A. - US$ Base of 1986.
 

January-December 1993 

January-December 1993 

January-December 1993 

Januray-December 1993. Non-Financial 
Public Sector Deficit. 

January-December 1993 

Economic Policy Score Index from the 
Futures Group is Currently Used. See 
attached. 
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Policy Analysis, Planning and Implementation Project 527-0343 PERU 
OUTPUT INDICATORS OCT 92-

MAR 93 
APR 93-
SEP 93 

CUMULATIVE COMMENTS 

Mid-level GOP and Private Sector Training 

Short-term Training (Person Months) 

Long-term Training (Masters Degrees) 

In-country Training (Person Months) 

3 4 Officer from Vice-Ministry of Industry. 
Course in restructuring industrial 
enterprises. Two officers from Central 
Reserve Bank and one from Ministry of 
Economy (seminar on abating inflation). 

To be performed by institutional 
contractor (IC) 

To be performed by IC 

Policy/Regulatoryllnstitutional Constraints Resolved 

Policy/ Regulatory Studies (See tables attached) 
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Category 
Weights 

Policy 
Arew 
We~ia 

Policy 
Criteria 

ECONOMIC POLICY SCORE INDEX 
(Actual and targets) 

Policy 1989 1990-1991 
Weights Baseline 1 Index Actual Index 

"Theh atngJ Sca 

1992 
Currant Index 

1993 (Jan - SepI 
Current IndexI__ i _] 

1992-1993 
Target Index 
__ _ 

Rating Scare Rating Score Rating Score Rating Score Raling Score 

19 Trade policy Low and uniform non-tariff 9 20% 1.8 80% 7.2 90% 8.1 95% 8 6 85% 7 65 
barrierI 

Low and uniform tariff barriers 6 30% 1.8 70% 4.2 85% 5.1 90% 5.4 80% 4 8 
No local content regulations 4 30% 1.2 90% 3.6 90% 3.6 90% 3 6 90% 3 6 

14 Exchange Market determined exchange 9 20% 1.8 90% 8.1 90% 8.1 90% 8.1 95% 8ss 
rate policy rate 

Minimal exchange control. 6 10% 0.5 100% 5 100% 5.0 100% 50 100% 5 0 

11 Credit policy Market-dryn real interest ratoe 7 20% 1.4 90% 6.3 100% 7.0 100% 7.0 90% 6.3 

Minimal preferential Interest 1 30% 0.3 80% 0.8 90% 0.9 100% 1.0 85% 0 85 
rat"e 

Equal access to capital 3 30% 0.9 70% 2.1 80% 2.4 60% 2.4 80% 24 

11 Wagelprim Umhed wage and price control. 7 20% 1.4 90% 6.3 95% 6.7 95% 6.7 95% 665 
policlee 

Minimal subeldlee 4 20% 0.8 90% 3.6 100% 4.0 100% 4 0 90% 3 6 

10 Tax and Blaned budgetlalight surplue 6 40% 2 4 90% 54 95% 6 7 100% s0 90% 5 4 
expenditure 
policies Reduced mug" taelrate 2 50% 1.0 40% 0.8 60% 1.2 50% 1.0 45% 09 

Equhalteluniform tax 2 60% 1.0 50% 1 70% 1.4 60% 1 2 55% 1 1 

10 Role of State Drwet non-etrategic SOE's 6 20% 1.0 40% 2 70% 3.6 60% 4.0 50% 2 5 

I ran-nlae out late services 2 40% 0.8 50% 1 80% 1.6 65% 1.7 55% 1 1 
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Policy Analysis, Planning and Implementation (PAPI) Project 	 PERU 

Policy 	 Policy Policy 1989 1990-195i 1992 1993 (Jan - SepI 1992-1993 
Category Areas Criteria Weights Baseline 1 Index Actual Index Current Index Current Index Target Index
 

We~re-The
 
ThIdeale Rating Score Rating j Score -RatingT Sco-e Rating I Score [ Rating [Score 

Simulated privatization 3 40% 1.2 60% 1.8 80% 2.4 85% 2.6 65% 1 95 

7 	 Inveetment Non-dliscrlminetory treatment 6 40% 2.4 100% 6 90% 5.4 100% 6 0 100% 6 0 
policy Proective promotion 1 40% 0.4 80% 0.8 90% 0.9 90% 0.9 85% 0 85 

16 Legal. Free flow of market nformation 2 70% 1.4 80% 1.6 70% 1.4 70% 1.4 80% 1 6 
feg~ialory 
and judal Private property rlghts 9 50% 4.5 70% 6.3 70% 6.3 70% 6.3 70% 6 3 
environment Efficient gov. administratlon 2 50% 1.0 50% 1 60% 1.2 60% 1 2 55% 1 1 

Legal and accounting syatem 2 60% 1.2 60% 1.2 60% 1.2 60% 1.2 60% 12 

Infrastructure 	 3 30% 0.9 20% 0.6 50% 1.5 65% 1.7 20% 0 6,, - .,o .o 	 oo ! I , iI, , 1-., i 
___14.61 _7_0J 100 ___J31.11100 TOTAL REFORM SCORE 	 1__76.71 _ 6so___ 

Source: Center for International Private Enterprise; APOYO. Current Index reflects estimates of USAID/Peru Economics Office. 
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MAJOR POLICY REFORMS STUDIES OF THE PAPI PROJECT 

PAPI ACTIVITY FOR 
PUBLIC SECTOR 

New Financial 
Instruments 

Excess costs of Export 
sector 

Peruvian Agricultural 
Marketing Study 

Training Program for 
Constituent Congress 
Assembly (CCD) 
Representatives 

REQUESTED 
BY I 

National 
Commission of 
Stocks 
(CONASEV) & 
Superinten 
dency of 
Private Pension 
Funds (SAFP) 

MEF 

MEF and 
Ministry of 
Agriculture 

Constituent 
Congress 
Assembly 
(CCD) 

ANTICIPATED OBJECTIVES/ 

COMPLETION DATE
 

Study will evaluate the prospects of 
creating new financial instruments to 
be launched in Lima's Stock 
Exchange. and present proposal of 
how to implement selected 
instruments. 4/94 

Study will measure excess costs, 
which reduce international 
competitiveness of Peruvian export 
sector. Make recommendations of 
government policies that could lead 
to a reduction of these costs. 4/94 

Promote an improved allocation of 
resources in the agricultural sector, 
reduce marketing margins, and 
increase farmgate prices. The study 

deals with evaluation of current 
agricultural marketing system from a 
macro perspective. 1/94 

Through a series of lectures provide 
information on important issues 
related to policy making and 
development to Congress membe"3 

OBJECTIVE IV: SUSTAINABLE DEVELOPMENT AND COUNTER-NARCOTICS A-32 

RESULTS TO DATE 

Foreign consultant arriving February 94. Final study 
due in April 1994. 

Selection of consultants by November. Final study due 
in March, 1994. 

Final Draft report submitted 1/94 

University of the Pacific (Universidad del Pacifico) 
started lectures in late February. Program was 
completed on July 1993. 

AGENCY FOR INTERNATIONAL DEVELOPMENT 



Pofty Anaysis.Planning and Implementation (PAP!) Project 

PAPI ACTIVITY FOR 

PUBLIC SECTOR 


Public Investment 
Promotion Study 

Executive Branch Legal 
Framework 
Study 

Finance Export Sector 
Technical Assistance 

Re-entry into 
International Financial 
Systems 
Study 

Bilateral and Multilateral 
Debt Technical 
Assistance 

REQUESTED 
BY 

SEP 

SEP 

Ministry of 
Economy and 
Finance (MEF) 

Secretary of 
the Presidency 
(SEP) 

MEF 

ANTICIPATED OBJECTIVESI 

COMPLETION DATE
 

Design efficient long-range 
investment promotion policy for 
1992-1995. 10/92 

Develop legal framework for 
efficiency of Executive Branch 
functions. 5/92 

Strategy to evaluate barriers and 
options for export financing. 

5/92 

Formulate strategy for re-entry into 
International Financial System. 
Support structural adjustment. 

4/92 

Coordinate Support Group resources 
and negotiate bilateral and 
multilateral agreements. Attempt to 
negotiate the timing and amount of 
disbursements in coordination with 
external payments due to the IDB 
and World Bank. 3/92 

PERU 

RESULTS TO DATE 

Project suspended at request of SEP. 

Final Activities Report received in May 1992. 

Activities Report received in May 1992. 

Final Activities Report received 4/20/92. Identification 
of role of three economic powers led by USA. Europe. 
and Japan. Redefined role of foreign investment in 
Peruvian development. Designed new approach to 
international financial system in which economic. 
commercial and financial variables predominate over 
political strategic variables. 

Activities Report received 4/29/92. As a follow-up to 
the Paris Club Debt Accord, 10 bilateral agreements 
negotiated and signed, represent 65% total funds. 
Multilateral loans in various stages of approval. IDB 
Financial Sector, IDB Infrastructure and Trade Loans, 
World Bank Trade Loan, World Bank Structural 
Adjustment Loan. 

OBJECTIVE IV: SUSTAINABLE DEVELOPMENT AND COUNTER NARCOTICS A-33 AGENCY FOR INTERNATIONAL DEVELOPMJT 



Poly Anaysi Planning and knpiementation (PAPI) Project 

PAPI ACTIVITY FOR REQUESTED ANTICIPATED OBJECTIVES/ 
PUBLIC SECTOR BY COMPLETION DATE 

Public Investment Policy MEF Prioritized public sector investment 
Report policy to promote efficiency in 

resource 
allocation. 2/92 

External Debt MEF Strategies to negotiate Peru's 
Negotiation external debt rescheduling. 8/91 
Technical Assistance 

Alternative Energy Policy MEF Evaluate economic and budgetary 
Report impact of energy policies; 

recommended options and 
alternatives in policy to promote 
efficiency of resources. Compile
information base related to legal 
framework for the hydrocarbons 
sector. 8/91 

Foreign Trade Legal MEF Design legal framework for 
Advisor. Technical liberalization and reform of foreign 
Assistance trade regulations. 8/91 

Evaluate Public MEF Evaluate state-owned enterprises. 
Enterprises for Reduction Prioritized privatization of 
of State Participation enterprises. Coordinate actions of 
Report institutions involved in privatizatiBt91 

OBJECTIVE IV: SUSTAINABLE DEVELOPMENT AND COUNTER-NARCOTICS A-34 

PERU 

RESULTS TO DATE 

Report received 2/21/92. Recommendations have 
provided input into privatization process. 

Paris Club Debt Rescheduling Accord signed 9/17/91. 

Report received 8/26/91. Contractor recommendations 
and information base provided input to Legislative 
Decree 655 which eliminated PetroPeru monopoly and 
created a basis for privatization. 

Activity Report received 8/14/91. Developed strategy 
for negotiation with Andean Group. Deactivated 
Institute of Foreign Commerce (ICE). Restructured 
SUNAD (customs). Legal decrees governing tariff 
reductions led to sweeping liberalization of trade 
structure. 

Report received 8/14/91. Developed guidelines for 
State to reduce its participation in the economy. 
Coordinated three seminars and other programs among 
state institutions to "sell" privatization, then met with 
investors and multilateral to coordinate support. 

AGENCY FOR INTERNATIONAL DEVELOPMENT 



Poky Analysis. Pfanningand hnpienntation(PAPI) Project PERU 

PAPI ACTIVITY FOR REQUESTED ANTICIPATED OBJECTIVES/ RESULTS TO DATE 
PUBLIC SECTOR 

Evaluate State-owned MEF 

BY COMPLETION DATE 

Recommendations for fusion of state Report received 8/1/91. Recommended fusion of 

Banks Report banks. Evaluate ties with Central State-owned banks into one, and to break ties with 
Bank (BCR). 8/91 BCR; resulted in decision to unify four state-ownedbanks into one. 

Tariff Policy Reform MEF Recommend actions to eliminate Activities report received 7/26/91. Supervised 
Technical Assistance restrictive tariff policies. Monitor and dismantling of quantitative and administrative tariff 

analyze economic impact of March restrictions. Developed strategy of negotiation with 
1991 tariff reforms. Grupo Andino for tariffs. 

7/91 

OBJECTIVE IV: SUSTAINABLE DEVELOPMENT AND COUNTER.NARCOTICS A-35 AGENCY FOR INTERNATIONAL DE VELOPMENT 



Poecy Anap rs, Manning and Iplemenration (PAPI) Project 

PAPI ACTIVITY FOR 
PRIVATE SECTOR 

REQUESTED 
By 

ANTICIPATED OBJECTIVES/ 
COMPLETION DATE 

Macroeconomic Policy in 
Peru: Diagnosis and Policy 
Recommendations 

CONFIEP Analysis of problems faced by 
the stabilization program and 
resulting recommendations of 
economic policies to solve them. 

12/93 

Economic Structural Reforms CONFIEP Evaluation of structural reforms 
carried out by the Government, 
measure their effects and 
proposal for structural reforms 
which are pending. 11/93 

Structural Reform of the CONFIEP Promote an adequate legal and 
Tourism Sector and Ministry financial framework for 

of Industry 	 development of tourism sector. 
Three studies deal with legal 
framework, promotion of 
tourism, and investment. 11/93 

Labor Reform CONFIEP 	 Evaluation of new labor policy 
and proposal of an agenda to 
encourage dialogue between 
entrepreneurial organizations and 

I 	 I trade unions. 7/93 

PERU 

RESULTS TO DATE 

Presentation of preliminary draft. Final version is due in 
December. 

Final study received 10/29/93. CONFIEP plans to 
publish and disseminate this study. 

Selection of consultants conducted in March 1993. 
Presentation of draft studies. Final version is due in 
November. 

Final study was presented to the Constituent Congress 
Assembly (CCD) and has been used as a guideline to 
reach consensus, in relation to labor policy, among 
businesspeople and workers. 
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Poelcy Ana s. Plmanning and hnpkwmntation(PAPI) Project 

PAPI ACTIVITY FOR 
PRIVATE SECTOR 

REQUESTED 
BY 

ANTICIPATED OBJECTIVES/ 
COMPLETION DATE 

Study of the Municipal Taxing 
System: Alternatives and 
Reforms 

CONFIEP A study to assess and evaluate 
the municipal tax policies and 
systems and their impact on the 
productive sector, presenting 
alternatives for reform. 6/93 

Exchange Rate: alternative 
policies 

CONFIEP Technical study on behavior of 
exchange rate, factors affecting 
its dynamic, and alternative 
policies for sound economic 
policy regarding regulation of 
currency exchange. 

4/93 

Economic Contents for the 
Constitutional Reform 

CONFIEP Guidelines for constitutional 
norms to promote efficient use 
of resources towards stabilization 
and economic growth. 

2/93 

Principles for Constitutional 
Reform 

CONFIEP Guidelines to consolidate 
structural reforms in the 
forthcoming Constituent 
Assembly 11/92 

PERU 

RESULTS TO DATE 

Final study was presented to the Constituent Congress 
Assembly (CCD) and will be used as a reference in the 
elaboration of the new Law for Municipalities. 

Public presentation of outcome held April 29 with the 
participation of selected economists, thinktanks 
representatives, and policy makers. 

Final Report received in February 1993. The report was 
distributed to Constituent Assembly members and 
presented on several fora.
 

Final Report received in November 1992. Active 
dissemination of report among congressmen, decision 
makers and political leaders followed up. 
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Pofty Analysis, PManing and Impleuentation (PAP1) Project 

PAPI ACTIVITY FOR 
PRIVATE SECTOR 

Mining Sector Investment 
Study 

Tariff Policy Study 

Debt for Investment Study 

REQUESTED 
BY 

National 
Confedera. 

of Private 
Enterprises 
(CONFIEP) 

CONFIEP 
(MEF) 

CONFIEP 

ANTICIPATED OBJECTIVES/ 
COMPLETION DATE 

Use analysis of current and past 
treatment of foreign capital 
investment in certain mining
countries to develop 
recommendation to re-attract 
foreign investment in the 
Peruvian mining sector. 4/92 

Law to establish system of 
deferred payments of tariffs on 
imports of capital goods. 4/92 

Design law to permit debt 
conversion for new investment, 

4/92 

PERU 

RESULTS TO DATE 

Edited version of Final Report appeared in book form in 
May 1992. 

Decree 25702 on taxation; decree 097-92EF on 
fractioning and deference of payments of tariffs on 
imports of capital goods. 

Final Report received in April 1992. Two fora were held 
to review the draft law which would permit Peru's 
commercial debt to pay for privatization. 

OBJECTIVE IV: SUSTAINABLE DEVELOPMENT AND COUNTER-NARCOTICS A-38 AGENCY FOR INTERNATIONAL DEVELOPMENT 
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PocyAnayuis. Planningand npLementation (PAP/i Project 

PAPI ACTIVITY FOR 
PRIVATE SECTOR 

REQUESTED 
BY 

ANTICIPATED OBJECTIVES/ 
COMPLETION DATE 

Draft Law for Private CONFIEP Design legal framework for 
Investment Growth Study elimination of impediments to 

private investment growth. 
Preparation of draft laws. 

2/92 

Conference by Professor CONFIEP, Conference on Stabilization and 
Stanley Fisher University Economic Growth 

of the 12/91 
Pacific 

Surveys and Research for 
proposed laws to consolidate 

CONFIEP Prepare proposed laws for 
consolidating structural reforms 

structural reforms to establish the legal framework 
needed to promote investment, 
attract foreign capital, and result 
in sustained economic growth for 
the private sector. 

11/91 

OBJECTIVE IV: SUSTAINABLE DEVELOPMENT AND COUNTER-NARCOTICS A-39 

PERU 

RESULTS TO DATE 

Resulted in Legal Decree (LD) 757, Private Investment 
Growth, and LD 758, Privatization of Public Services. 
both are key to national and foreign investment reform 
Research also led to LD 701 Anti-monopoly law and 
Decree 662 Law '-or Promotion of Private Investment. 
which refers to legal protection of investments, decree 
on consumers' protection (LD 716), decree on 
regulations of guarantee regimes for private investment 
(LD 162-92EF). With project funds seven other 
regulations and decrees also went through a revision 
process (Decrees 668 on foreign trade, LD 674 on 
privatization, LD 704 on free zones for trade and 
investment, LD 708 on promotion of mining, LD 750 on 
promotion of fishing industry, LD 724 on the private 
pension system, LD 718 on private health services). 

Conference results were published. 

Final Report received on 08/30/92. Contains 25 
proposed laws, regulations, decrees and other normative 
documents. Some of these have already been issued as 
new laws (Decree 25629 which modifies anti-dumping 
regulations, decree 25587 on approval of the TUPA 
system, decree 25683 on non-performing debt, decree 
014-92EM on mininp regulations). 
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USAIDIPeru Sustainable Development Projects in Design 

PROJECT NAME/NUMBER 

Democratic Initiatives (527-0356) 

Stabilization. Trade and Marketing 

Program ( 527-0352) 


Judicial Strengthening (527-0352) 


PRELIMINARY 
DESIGN 
DOCUMENT 
APPROVED 

Planned/ 
Actual dates 

March 1994 

February 
1993 

March 1993 

MAJOR 
DESIGN 
DOCUMENT 
APPROVED 

Planned/ 
Actual dates 

July 1994 

April 1994 

March 1994 

RFP 
ANNOUNCED 

Planned/ 
Actual dates 

Not 
anticipated 

N/A 

Not 
Anticipated 

CONTRACTOR 
SELECTED 

Planned/ 
Actual dates 

N/A 

TECHNICAL 
ASSISTANCE 
TEAM IN THE 
FIELD 

Planned/ 
Actual dates 

N/A 

FIRST 
OUTPUT 
REPORTING 

Planned/ 
Actual dates 

March 1995 

N/A 

March 1995 

OBJECTIVE IV: SUSTAINABLE DEVELOPMENT AND COUNTER-NARCOTICS A-40 AGENCY FOR INTERNATIONAL DEVELOPMENT 



ANNEX B
 

Peru 

Coca Data 

Macroeconomic Data 



UPPER HUALLAGA VALLEY 1980-1992
 
EVOLUTION OF THE CULTIVATED LAND
 

Coca and Main Non-Coca Crops
 
Hectares (,000) 

Thousands 
60 

49.6 4 4. 51.28. .., 
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Coca 1/ Non-Coca Crops 

Source:Project Paper 180')
 
Compendio Estadistico PEAH/OEA (81'-92')
 
I/: Only area reported by farmers 



COCA PRICES IN THE HUALLAGA VALLEY
 
1989-1993
 

US$Ikg of Coca PasteBase US$/kg of Coca Leaf 
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* *-3
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. Coca Leaf ± Coca Paste * Coca Base 

Sources: DEA, UNDCP, PEAH end OSE 
Note: Mid-point aveages of monthly 
reported prices 



COCA PRICES HUALLAGA VALLEY 
Updab: 113/V94 

HIGHER PRICE$ 
Coca led fg) 
Coca Leal (aroba) 
Coca PEo (g) 
Coca Base ft) 
Cocaine HCL fcg) 

OCT 92 NOV 2 DEC 92 JAN93 FEB93 MAR93 APR93 MAY93 JUN 93 JUL 93 AUG 93 SEP 93 OCT 9 NOV 93 DEC 93
3.48 3.48 2.61 3.04 2.61 2.17 1.91 1.74 1.74 1.39 165 1.83 1.74 1.65 174 

40 40 30 35 30 25 22 20 20 16 19 21 20 19 20
400 450 350 400 360 380 320 280 260 200 220 280 300 230 250
900 900 800 1000 850 950 800 780 600 550 780 600 700 560 560 

2000 2500 2000 1300 1200 1200 1200 1200 1100 1200 1100 

1 2 
257 

2958 
33333 
73500 

-993 
225 

2592 
311 67 
731 25 

145455 

LOWERPRICES 
Coca lea fkg) 
Coca Leaf (wrobs) 
CocaPae, fkg) 
Coca Base ft) 
Cocaine HCL fg) 

OCT 2 NOV92DEC 92 JAN93 FEB93 MAR93APR93 MAY93 JUN93 JUL93 AUG93 SEP93 OCT93 NOV 93 DEC 93 
3.04 2.61 2.17 2.43 1.57 1.30 104 1.30 087 0.87 1.22 1.39 1.39 1.22 130 

35 30 25 28 18 15 12 15 10 10 14 16 16 14 15 
300 250 250 280 200 200 180 200 180 170 190 220 200 160 160
800 680 650 650 600 410 450 500 350 340 470 490 500 450 440 

1200 1300 1200 1000 900 1000 1000 1000 1000 1000 1000 

1902 
215 

2475 
241 67 
604 17 

1903 
1 74 

2000 
21833 
537 50 

1.05455 

AVERAGE PRICES OCT 92 NOV 92 DEC 92 JAN 93 FEB 93 MAR93 APR93 MAY93 JUN 93 JUL93 AUG 93 SEP 93 OCT 93 NOV 93 DEC 93Coca e"ifg) 3.23 2.91 2.49 2.73 2.12 1.68 1.48 1.57 1.47 1.22 1.47 1.66 1.61 1.44 143
Coca Leaf (roba) 27 37.20 33.50 28.63 31.44 24.33 19.33 1700 1800 16.90 14.00 16.92 19.08 1850 16.58 1650
Coca Ple(g) 283 360.00 311.25 285.00 323.33 277.33 290.00 254.44 249.00 234.00 187.00 204.17 245.42 235.83 199.17 19583
Coca Base 4(g) 675 860.00 798.75 687.50 755.56 686.67 697.78 605.56 590.00 514.00 471.50 559.17 555.42 542.50 502.50 485 83 
Cocaine HCL fg) 1677.78 1955.56 160000 116667 1028.6 1127.78 1055.56 1115.00 104000 1070.00 74000 

1902 
235 

2706 
28302 
675 23 

1993 
201 

2306 
262 16 
627 88 

1.23426 

NID-POINT AVERAGEOCT 2 NOV 2 DEC 2 JAN93 FEB 93 MAR93 APR93 MAY93 JUN 93 JUL93 AUG 93 SEP93 OCT 93 NOV 93 DEC 93
Coca ledfiqg) 3.26 3.045 2.39 2.735 209 1.74 1.48 152 1.31 1.13 1.43 1.61 1.57 1.43 152
Coca Leaf (atoba) 37.5 35 27.5 31.5 24 20 17 17.50 1500 13.00 16.5 18.5 18 16.5 175
Coca Pae ft) 350 350 300 340 280 290 250 240 220 185 205 250 250 195 205Coca Base fg) 850 790 725 825 725 680 625 640 475 445 625 545 600 505 500 
Cocaine HCL (g) 1600 1900 1600 1150 1050 1100 1100 1100 1050 1100 1050 

1992 
236 

27 17 
28750 
66958 

.... 

1903 
200 

2296 
26500 
63438 

.1.254 55 

SOURCE: Lai wed of the month un-offidal Surveys PEAIHOEA 
oeco:wc.vk 1 



COCA PRICE* HUALLAGA VALLEY (US6) 
Updat: 11134 

AREARAODUCT 
11NGO MARK 
DriedLd fg) 
Dried Lod (mroba) 
Coca Paste tkg) 
CocaBmo g) 
CocaineHCL #o) 

OCT 92 NOV 92 DEC 92 JAN 93 FEB 93 MAR 93 APR 93 MAY 93 JUN 93 JUL 93 AUG 93 SEP 93 OCT 93 NOV 93 DEC 93 

3.3 2.61 2.61 2.61 1.74 1.3 1.04 1.57 1.74 1.22 1.39 1.74 1.57 1.3 1.3 
38 30 30 30 20 15 12 18 20 14 16 20 18 15 15 

300 320 300 320 240 200 180 220 220 170 200 250 200 160 160 
800 800 700 750 620 410 450 550 550 425 530 585 500 480 470 

1200 1300 1000 1000 1000 1000 1100 1000 1000 1000 

1902 

224 
2575 

251 67 
61833 

1--903-

189 
2175 
23083 
57250 

1.06000 

AGUAYTIA 
Dried Led fcg) 
Dried Led (uToba) 
CocaPate (g) 
Coca Base (g) 
Cocain HCL fkg) 

3.04 
35 

350 
900 

3.48 
40 

350 
900 

2.61 
30 

350 
800 

3.04 
35 

400 
1000 

2.17 
25 

256 
660 
1300 

1.3 
15 

220 
500 
1500 

1.3 
15 

200 
500 
1200 

1.57 
18 

220 
600 
1200 

1.57 
18 

220 
600 
1100 

1.3 
15 

200 
550 
1200 

1.48 
17 

210 
550 
1200 

183 
21 

265 
600 
1200 

1.57 
18 

200 
550 
1100 

157 
18 

220 
560 
1100 

157 
18 

200 
500 
1100 

243 
2792 
29333 
704 17 

206 
2367 
26379 
65083 

1.20000 

TOCACHE 
Dried Led fcg) 
Drled Led (mroba) 
Coca Paste #tg) 
Coca Base fg) 
Cocaine HCL fcg) 

3.48 
40 

400 
850 

3.04 
35 

300 
890 

2.43 
28 

300 
650 

2.43 
28 
300 
700 

261 
30 

200 
600 
2000 

2.17 
25 

320 
850 

2500 

1.65 
19 

300 
600 
2000 

1.74 
20 
280 
620 
1300 

1.65 
19 

260 
580 
1200 

1.3 
15 

180 
500 
1150 

1.65 
19 

200 
480 
1000 

1.74 
20 

230 
550 
1100 

174 
20 

240 
500 
1000 

13 
15 

200 
480 
1000 

13 
15 

200 
480 
1000 

240 
2758 
29833 
69500 

209 
2400 
27042 
63667 

1.27083 

UCIZA 
Dried Led #kg) 
Dried Led (roba) 
Coca Pagne *ik) 
CocaSw. fkg) 
Cocaine.CL f(g) 

3.3 
38 

400 
900 

2.61 
30 
250 
680 

2.43 
28 

250 
650 

2.61 
30 

280 
650 

2.61 
30 

250 
700 

2000 

2.17 
25 
320 
850 

2500 

1.91 
22 

280 
650 

1.65 
19 

250 
550 
1000 

1.65 
19 

260 
580 

1.3 
15 

180 
500 
1150 

1.57 
18 

205 
520 
1000 

1.57 
18 

220 
490 
1100 

1.74 
20 
245 
5oo 
1000 

1.22 
14 

180 
450 
1000 

13 
15 
180 
450 
1000 

235 
2700 
28667 
68083 

206 
2371 
26206 
627 50 

1.305 56 

CAMPANLLA 
Dried Led #ko) 
Dried Led (wroba) 
Coca Paste #tg) 
Coca Oae 11g) 
CocaineHCL kg) 

3.04 
35 

350 
850 

2.61 
30 

250 
680 

2.61 
30 
250 
650 

2.61 
30 

280 
650 

1.57 
18 

360 
850 
2000 

1.3 
15 

370 
870 

2500 

1.3 
15 

300 
800 

1.3 
15 

250 
600 

0.87 
10 

180 
350 
900 

087 
10 

180 
350 
1000 

13 
15 

195 
500 
1000 

148 
17 

240 
550 

1000 

1.57 
18 

250 
550 
1000 

157 
18 

210 
520 
1100 

1 57 
18 

220 
530 

257 
2956 

303 33 
723 33 

193 
2214 

274 52 
649 05 

1.31250 

NUEVO PROGRESO 
DriedLed tkg) 
Dried Lead (awrob) 
Coca Patef(g) 
Coca S0 fg) 
Cocaine HCL fig) 

2.61 
30 

250 
680 

2.43 
26 

250 
650 

2.61 
30 

280 
650 

217 
25 

250 
600 

2000 

2.17 
25 

300 
750 

2000 

191 
22 

280 
650 

157 
18 

250 
550 

1.57 
18 

240 
530 

1.3 
15 

180 
470 
1150 

148 
17 

200 
490 
1000 

165 
19 

230 
500 

1000 

1.65 
19 

240 
500 
1000 

122 
14 

170 
450 
1000 

13 
15 

190 
440 

252 
2900 
25000 
66500 

183 
2107 

23571 
56500 

1.307 14 

r 

AUCAYACU 
Dried Led fig) 
Dried Led (arroba) 
Coca Page f(g) 
Coca Bame fkg) 
Cocine HCL Ogg) 

3.04 
35 

450 
900 

2.17 
25 

280 
680 

2.61 
30 

350 
750 

2.17 
25 

280 
600 
1200 

1.57 
18 

250 
550 

130) 

1.3 
15 

200 
500 
1200 

1.57 
18 

260 
600 

1200 

1.74 
20 

250 
550 

1000 

1.39 
16 

200 
480 

1100 

1.65 
19 

220 
560 
1200 

1.74 
20 

245 
570 
1200 

1.48 
17 

205 
550 
1100 

1.3 
15 
180 
480 

1100 

139 
16 

190 
480 

1IMl) 

261 
3000 

36500 
79000 

1 79 
2064 
25429 
589-9 

1 1%4!-*



MONZON
 
Dried Led O g) 3.3 2.61 3.04 

DridLed (moba) 38 30 35 

Coca Pat fkg) 320 300 350 

Coca Base g) 860 720 800 

Coc HCL #O) 


8APOSOA 
iked Led fcg) 3.04 


Dried Leaf (aroba) 35 

Coca Parle 0(g) 350 

Coca Basm cg) 850 

Cocaine HCL Oo) 


BELLA~iSTA 
Dried Led #(a) 
Dried Led (wroba) 
Coca Paie (g) 
Coca Ono fcg) 
Cocai. HCL fkg) 

PONAZA 
Dried Led 0(g) 
Dried Led (TOba) 
Coca Page fko) 
Coca Bs.eM) 
Cocane .. CL cg) 

BIVO
 
Dried Led (kg) 

Dried Ld (wrobs) 

Coca Paste fkg) 

Coca a ako) 

CoceHCL 0g) 


SOUFCE: Lastwek of the month un-official Surveys PEAHVOEA 
oc pICV.k 

2.43 

28 


300 

700 


1400 


1.57 

18 


360 

850 


2000 


1.57 
18 


250 

550 


1500 


1.57 

18 


380 

950 


2500 


1.3 
15 


230 

500 


1.57 

18 


320 

800 


2000 


1.65 
19 


280 

550 


1300 


1.3 

15 


200 

500 


1.74 
20 


280 

780 


1.74 

20 


260 

500 


1100 


0.87 

10 


200 

400 


1.3 
15 


250 

500 

900 


1.3 

15 


200 

550 


1200 


0.87 

10 


180 

340 


1.3 
15 


200 

550 


1200 


1.57 
18 


210 

530 


1000 


1.22 

14 


190 

470 


1.57 
18 


210 

650 


1100 


1.39 

16 


210 
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PERU: COCA LEAF PRICES
 
High-Low Prices Nov.91 -Dec.93
 

Huallaga Valley
 
$ per kg 
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4---.--............................................................
 

- '4o 
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0.5 I I I 
Nov-91 Jan-92 Mar-92 May-92 Jd-92 Sep-92 Nov-92 Jan-93 Mar-93 May-93 Jul-93 Sep-93 Nov-93 
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PERU: COCA PASTE PRICES
 
High-Low Prices Nov.91-Dec.93
 

Huallaga Valley
 
$ per kg 
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Average 
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PERU: COCA BASE PRICES 
High-Low Prices Nov.91-Dec.93 

Huallaga Valley 
4 per kg 
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COCA PRICES 1989-1993
 
CONSTANT PRICES- BASE: DEC. 92
 

US$/kg of Coca Paste,Base US$/kg of Coca Leaf
 

1,600 7
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Note: Mid-point evereges of monthly 
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PERU: COCA LEAF PRICES 1989-1993
 
HUALLAGA VALLEY 

Real Prices (Base: Dec. 92') 
US $ per kg 

4 

3.5 ------ f --

I ---- ---------3 ------------------------------------------------ ---- "%.


..----- -----,--------.
..-- ------- -- --------- ------------
0.5. 

1.5 ids , a". - - ------- - -- ------.. ---.,. .,son"_ -- - .. .. . ----

0.5 III II 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 
1989 6.11 2.92 2.83 2.57 2.12 2.52 2.05 1.63 1.07 
1990 - 1.64 1.28 1.04 0.85 1.05 2.42 0.99 1.06 2.20 2.17 1.25 1.10 
1991 ,. 1.13 1.47 1.64 1.93 1.91 1.95 1.67 1.64 1.70 1.96 1.66 1.22 
1992 m- 1.44 1.47 1.47 1.60 1.64 1.75 2.01 2.27 3.46 3.33 3.13 2.39 
1993 - 2.69 2.08 1.73 1.47 1.51 1.30 1.12 1.40 1.56 1.54 1.40 1.44 

Prices adjuaed with exchamno rate wd 

Sources: DEA. OSE. UNDCP. PEAH 
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PERU: COCA PASTE PRICES 1989-1993
 
HUALLAGA VALLEY
 

Real Prices (Base: Dec. 92')
 

US $ per kg
 
500
 

400 

300 --" .-' . . . . . -... - W111 - .... - -- , - -... . . . . . . . . . . . . . -. . . ..-

200 u04.~ Ma E.N 

100 

I I I I I I0 1 I I 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 
1989 726 0 378 158 347 306 267 268
 

1990 612 206 129 161 169 301 205 151 356 300 187 186
 

1991 - 211 239 186 230 306 282 201 223 258 257 220 153
 

1992 i= 181 208 181 216 248 249 316 284 362 357 361 300
 

1993 335 279 290 249 239 219 183 201 243 244 190 195
 

Poee eadutsd with exchange rae. and 
Rled" fla 

Sorces: DEA. OSE. UNDCP. PEAH 



PERU: COCA BASE PRICES 1989-1993 
HUALLAGA VALLEY 

Real Prices (Base: Dec. 92') 
US $ per kg 

1,400 

1.200 ..1,200o........................................................................................................................... 

.. ....... .............. . ... "
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400ft*, 
9 0 ............................ ....
600~~~11 

......
0- ............ ......................................................................................................... 
......
.... 


Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 
1989 1056 946 1330 1199 1337 1246 

1990 - 1170 412 400 484 491 1150 905 431 919 902 629 604 

1991 - 590 677 661 825 976 880 784 702 635 609 590 418 

1992 -. 418 475 445 489 574 571 638 728 903 863 858 755 

1993 875 790 688 599 636 473 441 611 530 587 493 475 

Poe aduA wt exchnge rate and 
b~flon rato 
Sowe: DEA. OSE. UNDCP. PEAH 



COCA PRICES IN THE HLALLAGA VALLEY 
SF VERA SOLCES 
U,.coBe /13194 

LEAF PASTE BASE .EAF LEAF LEAF PASTE PASTE PASTE BASE BASE BASE 
$'KG $/KG SiKG Curret Soles USS Current Soles US$ Current Soles USs$ 

AVER AVER AVER. ISoles3' Dtc.924/ D'c92 5/ Soles3/ Dic924/ Dc92 5/ Soles3l Dic924: Dsc92 5. 

JAN89 
FEB89 
MAR49 
A.PRBG 304 0005 9964 6.11 
MAY89 1.16 289 0.003 4762 2.92 081 1184 726 
JUN89 1.22 0.004 4.617 2.83 0.0 0 0 
JUL89 1.46 215 600 0.004 4.192 2.57 0.65 617 378 180 1723 1066 
AUG89 1.34 100 600 0.05 3.456 2.12 0.34 257 158 2.02 1544 946 
SEP89 1.40 193 738 0.007 4.117 2.52 0.94 56I 347 3.60 2169 1330 
OCT19 1.16 176 688 0.007 3.341 2.06 1.02 499 306 4.00 1965 1199 
NOV89 0.73 120 600 0.007 2.654 1 63 1.12 436 267 5.61 2181 1337 
CEC8g 
JAN90 

0.43 
0.91 

108 
340 

500 
650 

0006 
0.012 

1.748 
2.682 

1.07 
1.64 

1.50 
4.42 

437 
998 

268 
612 

6.99 
6.45 

2032 
1909 

1246 
1170 

FEB90 0.87 140 280 0.012 2.086 1.28 1.96 336 206 3.92 671 412 

MARF0 0.73 90 280 0.013 1.701 1.04 1.62 210 129 5.04 653 400 
APR90 053 100 300 0.015 1.394 0.85 2.80 263 161 8.40 789 484 
MAY90 0.2 100 290 0.024 1.721 1.05 3.90 276 1SO 11.31 601 491 
JUN90 1.11 138 525 0.080 3.953 2.42 9.90 491 301 3780 1875 1150 
JUL90 0.44 90 396 0.063 1.614 0.99 10.98 334 205 48,50 1475 906 
AUG90 0.90 128 365 0.283 1.732 1.06 40.19 246 151 114.61 703 431 
SEP90 1.53 248 640 0.667 3.593 2.20 107.88 581 356 278.40 1500 919 
OCT90 1.52 224 673 0.719 3.532 2.17 99.57 489 300 299.26 1471 902 
NOV90 1.0 150 505 0.438 2.032 1.25 65.70 305 187 221.19 1026 629 

DEC90 0.89 150 488 0.477 1.788 1.10 80.85 303 186 262.76 985 604 
JAN91 1.07 200 560 0.578 1.839 1.13 108.00 344 211 302.40 962 590 
FEB91 1.51 245 696 0.827 2.405 1.47 133.77 389 239 379.47 1103 677 
MAR91 1.76 200 711 0.989 2.671 1.64 112.20 303 186 39.01 1077 661 
APR91 1.96 233 835 1.231 3.140 1.93 146.94 375 230 527.72 1346 825 
MAY91 1.65 265 845 1.314 3.114 1.91 210.68 499 306 671.78 1592 976 
JUN91 1.73 250 780 1.464 3.176 1.95 212.00 460 282 661.44 1435 680 
JUL91 1.66 200 780 1.368 2.721 1.67 164.80 326 201 642.72 1278 784 
ALG91 1.81 246 775 1.439 2.669 1 64 196.02 364 223 616.90 1144 702 
SEP91 1.98 300 740 1.576 2.769 1.70 239.10 420 258 589.78 1036 635 
OCT91 2.06 270 640 1.891 3.197 1.96 247.86 419 257 58752 993 60 
NOV91 1.63 216 580 1.662 2.702 1.66 220.37 358 220 592.18 963 590 
DEC91 1.27 159 433 1.274 1.997 1.22 159.40 250 153 43466 681 418 
JAN92 1.56 197 455 1.547 2.341 1.44 194.70 296 181 450.45 682 418 
FEB92 1.70 241 550 1.654 2.391 1.47 234.57 339 208 535.70 774 475 
MAR92 1.86 230 565 1.777 2.390 1.47 219.88 296 181 54014 727 445 
APR92 1.96 263 595 2.001 2.608 1.60 270.71 353 216 611.66 797 4,89 

MAY92 1.87 283 655 2.121 2.73 1.64 321.58 405 248 743.43 937 574 
JJ82 2.00 283 650 2.352 2.862 1.75 333.77 406 249 765.70 932 571 

JUL92 2.26 355 717 2.789 3.279 2.01 438.78 516 316 88.59 1041 636 
AUG92 2.52 315 606 3241 3.706 2.27 406.09 463 284 1038.45 1188 726 
SEP92 3.70 388 965 5.065 5.645 3.46 530.49 591 362 1321.09 1472 90 
OCT92 3.26 350 645 5.060 5.430 3.33 542.15 563 357 1306.91 1407 663 
NOV92 3.04 350 63 4.922 5.111 3.13 506.65 58 361 1347.01 1399 856 
DEC92 2.39 300 756 3.8W6 3.98 2.39 489.30 489 300 1230.59 1231 756 
JAN93 2.74 340 889 4.68 4.395 2.89 572.90 546 336 1497.12 1428 675 
FEB6 2.09 280 794 3.662 3.393 2.08 490.56 455 279 139021 1288 790 
MAFW3 1.74 290 689 3.182 2.828 1.73 531.86 473 290 1322.71 1122 688 
APR93 1.48 250 602 2.824 2.404 1.47 477.00 406 240 1147.66 977 509 
MAV%3 1.52 240 640 2.984 2.465 1.51 471.12 389 239 1256.32 1038 636 
JUN6 1.31 220 475 2.021 2.127 1.30 44022 357 219 950.48 771 473 
JL63 1.13 185 445 2.313 1.827 1.12 378.70 299 183 910.92 719 441 

AU(63 1.43 206 625 2.962 2.281 1.40 424.56 327 201 12D4.38 997 611 
SEP93 1.61 250 545 3.367 2.552 1.56 522,75 396 243 1139.60 864 530 
OCT93 1.57 250 600 3.354 2.504 1.54 534.00 399 244 1281.80 957 567 
NOV63 1.43 195 506 3.096 2275 1.40 422.18 310 190 1003.33 604 43 
DEC63 1.52 205 500 3.286 2.356 1.44 443.21 318 195 1061.00 775 475 
cocputoLvkl 
Notes: 
11 MoMNy swenge shengs rte for bueell free market 
2/Conemer Puce Index. Base 1990-100 
3/Nomlnsi Nuwvom Soba 
4/Real soles, baes- c.02 
S/Roa Ud Bass- Ic2 



NAS ACTIVITY AND COCAINE BASE LOWEST PRICES
 
NOVEMBER 1991-DECEMBER 1993
 

SEIZURES BASE PRICE
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NAB ACCOMPLISHMENTS 
(Update:2122194) 

Cumulated 
AC 

Seedbederadicalion (inm2) 
Ja 31 Feb 1Mar3 

16793 24252 10389 
Apr93 1Ma 93 

15610 6062 
Ju 93-'il93 1Aug 93 

11868 15647 2837 
Sep93 Oct93 Nov93 1Dec93 

1246 
1991 1 19-2 

199.942 92.091 
I-)-3 

104.704 
Equkralent In Mature Plant (ha.) 1120 1617 693 1041 404 791 1043 189 83 13.329 6.138 6.981 
Plots 429 614 1043 

Sezres (kg) 

Coca Paste 48 47 403 48 408 243 343 321 80 320 268 696 904 752 3.225 
Cocaine Base 20 4 12 1623 41 530 225 2560 203 59 1000 20 4.083 6.776 6297 
Cocaine HCL 29 6 246 6 3 2 1 149 16 4 6 0 708 230 468 
CocaLeaf 2606 552 2279 2923 1425 7853 2937 2937 2937 4434 3698 2500 80.181 37.091 
Liquid Cocane Suiphate 640 0 0 1000 3000 560 200 200 200 400 200 6.400 

Aircraft Setzed 1 1 1 2 1 0 10 7 6 
AircraftDestroyed 4 1 2 2 9 
Vehicles 1 0 

Auests Tratld(Ing 128 134 125 104 180 181 184 160 154 173 78 140 2.178 1.201 1.741 
Users 239 274 285 145 157 318 362 250 335 267 279 172 2.506 3083 

Labortories 
Base 3 8 10 2 4 1 2 1 4 1 2 89 68 38 
HCL 0 1 0 0 

P ecunor chemicss 7059 19004 20335 11158 5797 1415 16533 1095 1754 1744 415 196.818 8639 

Source: NAS monly report 



GDP INDEXES .(August 1990=100.0) 
I Total GDP 2. Agriculture 3. Manufacture 

JAN 91 103 5 65 9 137 7 

FES 99 4 71 7 126 2 

MAR 104 4 64 a 128 1 

ABR 120 6 113 7 '36 7 

MAY 123 5 143 9 142 6 

JUN 117 7 144 4 132 7 

JUL 119 5 142 9 1346 

AUG 114 5 103 3 129 1 

SEP 110.9 81 2 124 3 

OCT 112 0 a6 4 134 2 

NOV 1122 73 1 1365 

DEC 111 0 74 9 132 1 

Average 112.5 07.2 132.9 

JAN 92 104 9 6s 3 132 7 

FEB 1006 74 3 121 4 

MAR 107 0 62 7 131 2 

ABR 111 4 105.2 1180 

MAY 116 4 124 6 130 4 

JUN 113 8 126 9 121 6 

JUL 111 6 128 3 115 5 

AUG 1083 900 1153 

SEP 1060 76 2 116.6 

OCT 1082 69 1 123 7 

NOV 108.1 73 4 126 6 

DEC 115 9 76.2 142 3 

Average 109.4 101.6 124.4 

JAN 93 106 4 67 5 134 5 

FEB 101 0 75 3 l19 

MAR 113 5 s0 5 146 3 

ABR 120 0 105 0 134 6 

MAY 122 1 126 2 138 9 

JUN 123 2 134 9 134 0 

JUL 125 0 140 a 135 2 

AUG 121 2 107 3 133 3 
SEP 1173 91 1 1332 

OCT 114 2 77 0 131 3 

NOV 1160 61 3 141 5 

DEC 126 1 62 5 1554 

Average 117.3 97.5 136 4 

Source. Cwtrai Bank 

GDP Index (August 1990= 100.0) 
Ill 

Us 

us .. in-..~ 



REAL WAGE INDEX IN LIMA
 
index 


90:8=100.0 

JAN 92 214.2 
FEB 213.7 
MAR 204.9 
ABR 204.5 
MAY 201.4 
JUN 197.7 
JUL 195.0 
AUG 197.4 
SEP 200.2 
OCT 200.7 
NOV 199.7 
DEC 198.2 

Average 202.3 

JAN 93 205.2 
FEB 216.6 
MAR 210.7 
ABR 204.6 
MAY 204.2 
JUN 207.3 
JUL 208.5 
AUG 208.7 
SEP 208.9 
OCT 209.1 
NOV 

DEC 
Average 208.4 
Source: INEI 

%Ch nge............... 

Month Accumu-

lated 
0.9 0.9 
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-0.5 -5.9 
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0.1 5.5 

0.6 

...............
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23.5 
16.1 
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-0.0 
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1.0 

-1.8 
-4.9 
-6.6 

3.5 

-4.2 
1.4 
28 
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PERU: MACROECONOMIC INDICATORS 1983- 1993
 
REAL VARIATION RATES (1979 Prices) 

GDP Cons umption 
1983 -12.6 -4.9 
1984 5.8 3.1 
1985 2.1 4.1 
1986 9.3 11.8 
1987 8.3 7.8 
1988 -8.2 -8.4 

1989 -11.8 -15.9 
1990 -4.4 0.0 
1991 2.7 0.5 
1992 -2.8 -1.8 
'1993 7.0 

Source: Reserve Central Bank 
Preliminar 

Investment 
-39.1 

-8.1 
-14.9 
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Annual 
Exports Imports Inflation 

-11.6 -25.6 111 1 
5.3 -19.5 110.2 
3.5 -7.7 1634 

-13.4 23.8 77.9 
-4.8 10.4 85.8 

-10.4 -13.4 667.0 
23.8 -14.4 3398.6 
-9.9 14.4 7481.7 

3.6 6.9 409.5 
1.6 9.6 73.5 

-2.0 39.5 

Aat. GDP Growth Rate,Annual 

a 

-i i

-10. 

1l ,I 1r19I" 

Consumtion- Investment Growth Rate 

g ConsumptioI Investment 

I '1 
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PERU: GROSS DOMESTIC PRODUCT 1983-1993
 
Annual Variation (%) 
15
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PERU: EXPORTS-IMPORTS 1983-1993
 
Annual Variation (%) 
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