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Country/Program  PERU
Summary Table I

Funding Levels foir FY 1976, IQ, FY 1977, FY 1978

{S000)
Interim
ry 1976 guartexr FY 1977

Food/Nutrition 11,768 990 20,430
Grants 768 990 430
Loans 11,000 - 20,000%

-Population/Health - 262 5 350
Grants ‘ . 262 5 350
Loans - - -

(Population)

(Grant:s)
{Loana)

{Health)
{(Grants)
(Loans)

Education 590 5 10,680
Grants - 590 5 680
Loans _ . - - 10,000

Section 106 83 15 90
Grants 63 15 30
Loans - - -

~ Sub-total 12,683 1,015 31,550
Grants 1,683 . 1,015 1,550
Loans : 11,000 - 30,000%

Supporting Assistance
Grants
Loans

Total 12,683 1,015 . 31,550%*

HIGS 25,000 - -

PL 480
Title I - - 20,000
Title II 5,392 1,348 4,740

*Includes two shelf loans
**Includes $10 million shelf loan

FY 1978

33,808
1,608
32,200+%%

767
767

70
70

34,965
2,765
32,200%*

34,965 %%

20,000
5,702



4.

AGENCY FOR INTERNATIONAL DEVELOPMENT l. !o ABS/CP
2] &=t o ———
-
. ABS/CP SUMMARY O = Deeere €00E 6 .
3. COURTRY/ERTTYY ARVTS On no, | *Vean rr - [&_SwmEAu/orrice |7, eccamAPMIC
. SYMBOL |8, QOBC
FERU [___I | 7| 7l LA [05] [C527 7]
8. TYPE DATA 9. TYPE ASSISTANCE — o
E' I = ABS 2 « ABS REvisiON 1 a ProuceT
S B b o CP NoTIFICATION 347 2 = PrOSRAM
o NS TN TS 16,
. PP 17. BUDBETS {1m $000)
o B TR o - ML
SEQUNSME CHARAGTERS MAX1MU SN ﬂf‘ sost “& AY 10 oY Y Lo#
0060 | Agric. Inst. Dev. &Op. | N/H 76 | FN| 180]cGCc| 613 - - ~|17,253
0143 | Campesino Para=Tech.
Training N/ 77| FN| 120 ]| GC 100 - 150 - 250
0000 | Technical Support 4/4N/B| FN| 290 | GC 55 25 130 70 |continuing
0144 ( Fresh Water Fisheries |2/ 79| FN| 321 | GN - - 150 150 450
0149 | Soy & Corn Production
by Small Farmers -/1 80 | FN 210 | GN - 840 - 7131} 2,400
0150 | Use of Treated Sewage .
for Irrigation =/ 78 [ FN| 142 | GN - 125 - 75 200
0162 | Intermediate Rural
Technologies (1-G) -/2| 81 | FN| 750 | GN - - - 600] 1,800
0156 | Improved Land & Water
Use in the Sierra N/A} 76 | FN| 120 | L {11,000 - ~ - {11,000
0152 |Food Marketing 3 77 'FN| 130 | L - - 116,000% - -
0159 |Agricultural Serv.
Rediscount Fund (2-L) (3/1/78 FN| 130 |L - - [10,000%L0,000 {10,000
0163 |Development of Sub-Tro- » _
pical Lands (1-L) 2 |78 FN| 233 |L - - - [12,200112,200
0164 |Input Delivery System ?
(3~L) 3 78 FN] 120 (L - - - ﬂ0,00G’I0,000*
0145 |Responsible Parenthood |3 |77 PH | 440 |cc | 248 | - 330 -1 578
0000 |Technical Support 4/4|N/A PH | 490 |GC 14 5 20 20 [Continuing
0160 |[Responsible Parenthood
Program -/3|78 PH | 440 (GN - - - 300 740
0158 {Decentralizing Educa=
tional Planning 1/1|78 EH 660 | GC 365 - 355 237 a57
0146 |[Bilingual Education 2/~177 EH 620 [GC 189 - 300 - 043
0000 |Technical Support 4/4'N/A EH | 690 |GC 36 5 25 30 ontinuing
0l6l |Pre-School Education :
for Disadvantaged (2«G) |~/2.78 EH | 600 [GN - - - 215 560
|
. i {
]
*Shelf loans I8, DaTE DocuMENT i BB YY
Receiven I | l
tH AIDM J | |

Alp 1330-7 (3-T67
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AGENCY FOR INTERNATIONAL DEVELOPMENT . ABSﬂP
Eg 2 Hitvac oo
=
] A-BS/CP SUMMARY D w DeELEYTE ¢0DE 6
' .!v?ﬁf%h“:'é. vnu Y u" BUREAU/OFF | CE Te ‘EWAFHIC
. I'ﬂl‘ﬂl. I- COIE
PERU ] | . ] | |;527 .
.. TYPE DATA
0 1w ADS t 2 A REVIRION t « ProuceT
L b o« ¢P NOTIFICGATION 2 a PrOARAM
fo. lln |
FROJECT] 11, PROJECT TITLE T, 17, BUYOSETS (1w $000)
(B0 CHARASTIRS MaX)MUM)
AEauEcE e Y AY TQ or | sy | Lov
0165 | Rural Job Skills
Training (3-G) /3| 78] x| 610 | 6N - - ~| =285 685
0148 | Education Service
Centers 2 771 EH| 600 L - - 10,000 = 110,000
0061 | Special Development _
Activities 4/4 N/A| 8T | 240 | GC 40 8 50 50 |Continuing
0000 | Technical Support 4/4 IN/A| ST 790 GC 23 7 40 20 [Continuing
OPG | CARE 78| sT| 510 | 6N - - 250 200 450
orG Team for Human Dev. 78| 8T{ 510 | GN - - 50 55 155
OPG | Accidén Comunitaria 791 sT{ 781 | GN - - -} 100 210
OPG I1PFE 791 87 660 GN - - - 100 200
P
18, DaTe DoeumenT o YT
Receivee
IN AIDMW 1 I ] i ‘

A1 1330-7 (3-76)



PROGRAMMING NOTES ON SUMMARY TABLE II

Food and Nutrition:

Two ¥Y 77 shelf loans are included under this appropriation. One is
for an Agricultural Services Rediscount Fund. A PID for this project
- is included in the ABS. The cother is for Food Marketing. 2 PRP for
thig activity was submitted and approved in FY 76.

The PP fox the Fresh Water Fisheries Grant activity is scheduled for
submission to AID/W in November, 1976. The Mission does not at this
time anticipate submission of a PP for the Nutrition Planning project
contained in the FY 77 Congressional Presentation. This project has
therefore not been included in the summary table. The increased re-
quegt for Technical Support in FY 77 represents the anticipated costs
for feagibility studies for the proposed FY 78 Loan for Development of
Sub~-Tropical Lands.

Education and Human Resources:

No funds are required for the Non-Formal Education Grant activity
(Project No. 527-11-670-157). Due to current budget restrictions

and other considerations the Ministry of Education recently requested
that project implementation be discontinued. Unliquidated funds

under the initial Project Agreement have consedquently been deobligated.



NARRATIVE STATEMENT OF ONGOING GRANT PROJECTS

FOOD AND NUTRITION

CAMPESINO PARA-TECHNICIAN TRAINING
Project 527-15-100-143

This $250,000 pilot demonstration project, formerly called Agro~
Industrial Manpower Training in the FY 1977 CP, will train selected
cooperative farmer members as para-technicians for management/
administration and production.

The Project Paper received final AID/W approval in June 1976. Funds
are expected to be obligated before June 30, 1976 for the project's
first year's activities. 2although the three pilot project sites have
already been selected and training plans/schedules are being devel-
oped, implementation of actual training will commence only when funds
have been obligated. Approximately 12C farmer cooperative members
are expected to receive training as para-technicians during the first
12 months of the project.



NARRATIVE STATEMENT OF ONGOING GRANT PROJECTS

POPULATION PLANNING AND HEALTH

KRESPONS LBLE PARENFHOOD FOIR MEDIUM AND HIGH RISK MOTIERS
Project No. 527-11-570-145

The purpose of this project is the establishment of a pilot program
of responsible parenthood information and services for high and
medium risk mothers whose health or that of their children is endan-
gered by additional pregnancies. The target of this program is to
provide such services to 80,000 women by the end of the two year
project period. The project will operate through both clinical and
mobile facilities. This program is under the direction of the
Instituto de Neonatologia y Proteccidn Materno Infantil (INPROMI)

of the Ministry of Health,

The initial Prcject Agreement for this project was signed May 25,
1976, approximately six months later than planned. This delay was
occasioned in part by personnel changes in INPROMI and the MOH and

a decision by the new Minister of Health to schedule a presentation
on the interactions of demographic and economic growth to the Council
of Ministers, with special emphasis on the health sector, prior to
signing the ProAq.

A GOP policy decision, resulting from the above mentioned presenta-
tion, recognizing the rights of couples to determine family size

and the responsibility of the state to provide appropriate infor-
mation and services to couples to enable them to carry out their
decision, should positively effect the implementation of this project.

Implementation plans for the project are now being adjusted to reflect
the May signature date. The first training and research activities
will now begin in July, 1976. It is contemplated the two year imple~
mentation period will run to approximately June, 1978, assuming no
unanticipated delays in the receipt of project inputs -- short term
technical assistance, training and commodities.




- NARRATIVE STATE-MEN‘I‘_ OF ONGOING GRANT PROJECTS

EDUCATION AND HUMAN RESOURCES

BILINGUAL EDUCATION
Project 527-11-690-146

Through this project, the USAID i3 assisting the Peruvian Government
to develop and test aliernative mzthods of instruction for children
and adults, among Peru's sierra population which come from non-
Spanigh speaking families, and to train teachers in the use of new
instructional methods.

Since initiating the project a one week seminar was carried out in
Cuzco to provide educators and administrators inthe project area
with an orientation and guidance in the development of bilingual
education programs and methodologies. Similar seminars are scheduled
periedically throughout the project for the purpose of reporting on
project developments and lessons learned, etc. A national level
Bilingual Education Committee based in Lima and a regional level

YR '%L‘Zﬂﬂl FAncatinn Jini fdlars, %FE-!]}IJ‘M 3 :i he Q organizations

e

share major responsibility for project implementation. With some
technical assistance provided by Cornell Unlversity, a socio-
linguistic field reconnaissance was carried out in 10 rural com=-
munities (sample size 252) in order to establish an information
base in the project area. The study helped define and clarify
educational aspects of bilingualism and indicated several research
areas which will be studied under the project.

In addition to working on the socio-linguistic survey, technical
assistance provided through Cornell University was used to develop
bhibliographies and other materials for use in training Peruvian

‘technicians. A one month program in Cuzco in March 1976 to train

61 primary schocl teachers on some of the techniques of hilingual
education also required technical. assistance from Cornell. 2aAs a
result of problems which arese during this training program, several
measures have been taken to improve the technical capability of the
professional staff in Cuzco and 0 insure a better division of
responsibilities between those in charge in Cuzco and Lima.

From the March training program, 10 of the participants have been
selected and are scheduled to receive an additional eight months
of training as bilingual supervisors. This supervisors' training
program was originally scheduled to have begun immediately after
the March program but has been delayed until August 1976 while:



10.

additional staff is being hired and trained to work in Cuzco. It is
also anticipated that by August 1976, Cornell University will be pro-
viding major inputs of technical asgistance within Peru.

The PAR for the project submitted in June 1976 details the status of

project implementation.

DECENTRALIZING EDUCATIONAL PLANNING
Project 527-11-690-158

To assist the Peruvian Government in its high priority education
reform program which stresses decentralizing educational planning and
a greater role for regicnal and local school districts, A.1.D. is
helping the Ministry of Education by providing technical expertise,
training, research and equipment for the various levels of planning
offices, within four of the most educationally disadvantaged regions
of the country.

The Project Paper was approved by AID/W in September 1975 and a Project
Agrecment was signed between USAID/Peru and the Government of Peru in
December 1975. Since that time a detailed work plan has been submitted
which spells out the activities to be carried out in the first year

and Peruvian research teams have already begun working on two areas
within the research component of the project.

The first deals with the refinement of an education simulation model,
EDUPERU, which is designed to predict personnel, infrastructure and
financial needs based on a student flow model. Short term technical
assistance has been provided to assist the Peruvians in this task.
Work has alsc begun on a planning study which is designed to assist
local scheool districts in the development of planning methodologies
and data collection instruments which are to be used in educational
planning at the local level. Short term technical assistance is
programmed in this area during the T.Q. and the first trimester of
FY 1977.

Two groups of participants are already receiving training outgide of
Peru, Four individuals working in planning offices from Lima and
other areas are studying in a 7 months training program in regional
development planning at the Latin American Institute of Economic and
Social Planning in Santiago, Chile. Two individuals from the MOE's
Statistical Unit are participating in a six week seminar at the U.S,
Department of Labor on the formulation of human resources policy and
the statistical analysis of labor and employment data. Additional
training programs are contemplated during the remainder of the year
for a total of 18 man months in micro-planning, economic and social
development, quantitative aspects of education, and educational
planning.
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NARRATIVE SYATEMEND O ONSCING GRANT PROJECTS

SELECTED DEVELOPMENT PROBLEMS

SPuECIAL DEVELOPMENT ACTIVITIES FUNC
Project 527-11-998-061

The Special Development Activities Fund provides a quick response to
community or group request for assistance which merit consideration in
view of their low-cost, aigh-impact nature. Since 1963 approximately
$920,000 have been provided for 562 projects in agriculture, education,
health, small industries, cooperatives, skills training, etc. in 22 of
the 23 Departments of Peru.

During FY 76 USAID has continued tc support selected requests from
small groups in poor rural and urban communities to carry out local
development activities. Priority ltas been given to economically pro-
ductive projects aimed at improvinc the living standards of the com-
munity, employment generating projects, and skills training and human
resources activities that increase productivity and socio-economic
participation. Special attention tas been given to proijects involving
female and “"poorest of the poor" participation and development.
Through the SDAF, USAID contacts with women promotion groups, such as
the Association for Cooperation with Campesino Women (ACOMUC), were
increased. Efforts were also intensified to reach some of Peru's more
isolated and poorer groups. Likewise, the SDAF continued to cooperate
closely with Peruvian PVJs, such as the Team for Human Development,
Goodwill Industries of Psru, etc.

During FY 76 ten projects were approved, totalling approximately
$40,000. TIllustrative of the activities which received USAID support
are the following: a)} Bjyuipping of sewing and knitting shop for an
agricultural cooperative comprised cf 3,000 families in Cuzco.
Currently, the shop is providing employment to fifty women from among
the cooperative's membership. b) Help to the Amuesha Indian community
of Satchopen to establish a bee farm which will eventually employ 10%
of this isolated and ilmpoverished tribe. ¢) A central cooperative
store is being established to benefiit 11 cooperatives comprised of
3,000 poor farm families in the arid coastal Department of Piura.

The store will provide basic food znd household items at substantially
lower prices, thus increasing the farmers' very limited acquisition
power.



Other projects approved during FY 76 include a grant to fosgtex
increased production and consumption of high-protein cuy (a native
edible rodent) meat; an artisan weaving center that will employ 50
campesino women; a small milk and cheese processing plant; and a
carpentry shop to provide skills training and employment for handi=-
capped yvouth from poor families.

12.
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IONG RANGE PROGRAM PLANS 1978-1982

The USAID development strategy, as sat forth in the September 1974

DAP, provides for a modest program of assistance in support of Peruvian
efforts to extend the benefits of development to the poor majority.

The Revolutionary Government which has ruled Peru since 1968 has as

Ita baslc goals equity and full participation for all Peruvians.

1o achieve its soclo-economic objectives, the Government has under-
taken a serles of ambitious sector ra2form programs. Under the Agrarian
Reform some 10.5 million hectares of land formerly in large estates is
being redistributed to 34,000 former landless farm laborers organized
inte a variety of new cooperative organizations. An Education Reform
is designed to make education more ralevant and accessible to the indi-
vidual while assuring the availability of the skills required for
Peru's avancement. In industry, woriker participation in management
{and profits) is provided for througih the Industrial Community and
Sccial Property.

The magnitude of the task, however, is formidable, This is especially
true relative to the more than 7 million Peruvians living in the
Sierra. For these people, a limited land base and harsh climatic
conditions constrain the cpportunities for economic advancement through
increased agricultural prcduction. Similarly, due to monoligualism and
the absence of educational tradition, this population presents special
challenges to the educaticn system. Elsewhere, the urban “"pueblos
jovenes," largely comprised of migrants from the Sierra, give dramatic
evidence of substandard hcusing and overcrowding, serious health and
nutrition deficiencies, ard the inadequate preparation of the popu-
lation for the urban labor market.

The Government's ability to address —=hese needs will be constrained
in the near term by severe balance of payments problems and budgetary
limitations, which may well continue throughout much or all of the
planning period.

In this setting the opportunities forr effective AID assistance through
experimental programs to help in alleviating pressing problems of the
prooxr are considerable. The Mission nevertheless is projecting a
continuation of assistance only at a modest level. These programs are
primarily directed at the rural poor; however, PL 480 Title II, HIGs
and, to a lesser extent, education and population/health programs will
allow ‘a measure of assistance also to the urban poor.

. Planning estimates of assistance requirements are contained on the
accompanying table. Dollar loan ass.stance will emphasize agricultural
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projects to increase production and employment in the Sierra as well
as to create new agricultural opportunities elsewhere for the eXxcess
Sierra population. In addition, a locan to extend treated sewage ir-
rigation in the coastal degert is anticipated in 1980. The Mission's
long ramge program plan cstimates that by 1980 a loan aimed primarily
at supporting responsiblc parenthood programs may also be feasgible.
AID's first loan to Peru for Education is planned for 1977, with a
second loan contemplated for 198lL. AID Grant assistance will continte
to provide essential advisory services and training in the three
priority sectors.

Two Housing Guarantees are contemplated during the period: one in
1979 will address the needs of small, rural market towns, the other,
in 1980 is planned to address the needs of pueblos jovenes. PL 480
will continue as an important program element throughout the period.
If available, Title I counterpart funds will be directed to high
priority investment/credit programg for the rural poor while Title
II foods will be utilized in conjunction with a variety of AID sup-

ported projects, particularly as Food for Work for rural infrastructure,

as well as for Mother and Child Feeding through Voluntary Agencies.




Country/Program

Food/Nutrition
Grants '
Loans

Population/Health
Grants
Loans

(Population)
(Grants)
{Loans)

(Health)
{(Grants)
(Loans)

Education
Grants
Loans

Section 106
Grants
Loans

Total
Grants
Loans

PL 480
Title I
Title II

HIGs

* Tncludes shelf loan of $10 million

1973

1.6
az%

0.3

2.8
32%

Long Range Program Plan
(whele $ millions)

1879

1.6
20

Z.8
20

20
5

10

1980

10

0.6
12

3.1
22

25

1981

1.5
10

2.9
25

25.

1982

1.4
15
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PL 480 TITLE I

1. SUMMARY OF REQUEST

It is recommended that PL 480 Title I loans to Peru of approxi-
mately $20 million per year be programmed for Peru for FY 1977
and FY 1978, The proposed program would contribute significantly
to assure adequate supplies of certain basic foodstuffs - notably
wheat and soybean oil - during a period in which foreign exchange
reserves will remain exceptionally low, Local currency counter=
part generations will be directed to programs that directly expand.
domestic food production by poor rural people.

In view of the limited availability of Tittle I resources in recent
- years for Latin America and our desire not to stimulate expectations
that we may not be able to fulfill, we have not approached Peruvian
officials concerning this proposal. Nevertheless, Peru's recent

and persisting poor balance of payments performance, continuing
and growing requirement for imports of the commodities included

- in this request, and keen GOP interest in agricultural development
programs indicate that the elements necessary for a '"core program'
as described in State 139653 are presently available. For these
réasons we strongly recommend the inclusion of Peru in preliminary .
Title I allocation listings for FY 1977 and FY 1978, Given the likeli-
hood of suchinclusion, the USAID would thex re-allocate priorities of
USAID personnel and/or request the additional TDY assistance
required to prepare a DAP analysis.

II. JUSTIFICATION

Balance of Payments Outlook

Peru's balance of payments situation deteriorated signiﬁcantiy
in 1975 and further deterioration is occurring in 1976 - at the end of
March 1976 the gross foreign exchange assets of the Central Bank
amounted to only $114, 6 million as compared with levels of $269.0
million at the end of 1975 and $616.4 million at the end of 1974,

. Available public information on Peru's balance of payments for
1972.1975 is as follows:
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Peru's Balance of Payments 19721975
(millions of U.8S, dallars)

1972 1973 1974 1975

Exports, FOB 945 1,137 1,505 1,378

Imports, FOB 812 1,029 1,908 2,491
Trade Balance ~+133  +108 -~403 -1,113
Net Services and Transfers - 165 - 251 - 322 - 455
Balance on Current Account - 32 - 144 - 725 1,568,
Long Term Capital, Net + 115 + 334 + 745 41,137
Basic Balance + 83 + 191 + 20 - 431
Short-Term Capital and

Errors and Omissions - 33 - 178 + 262 ~112
Balance of Payments

(findi('alz(-.u increase) - 50 - 13 . 282 | 543
Net International Reserve - _

Position 397 411 693 150

In retrospect, several trends in Peru's international transac-
tions are immediately apparent, Export earnings have been out-
paced by import expenditures since 1972, with the trade balance
slipping from positive $108 million in 1973 to negative $1, 113 million
in 1975, This $1. 2 billion worsening was offset by $0. 8 billion
increase in net inflow of long~term capital., Several large invest-
ment projects account for the increased capital inflow. These
projects include the Northern Peru oil pipeline, the Cerro Verde
No. 1 and Cuajone copper mine projects, and the Mantaro hydro-
electric project. The large short-term capital inflow of 1974
resulted from the 180 day minimum firancial requirement imposed
on importers, This latter rneasure accounted for the growth of
Peru's net international reserve position in 1974, However, and
as was stated by the Ministér of Econcrny and Finance in his
January 1976 presentation, in 1975 Peru's international reserve
position decreased by $543 million, '
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Little improvement can be expected in Pera's halance of pay-
ments during 1976, The official projection pregented by the Minister
of I.conomy and Finance sets forth export earnings (FOB) at $1, 655
million, import expenditures (FOB) at $2, 520 million, net outflow
on services at $526 million and net long-term capital inflow at
$1, 085 million. The resulting aggregates are a trade deficit of -
$865 million, a current account deficit of $1, 391 million, and net
basic balance of -$306 million. The Mission's projection for 1976
(as of December 1975, reported in Lima CY 75 10633) implied a
. possible reserve loss without additional compensatory financing
in 1976 that was approximately $60 million higher than the GOP
estimate,

Inasmuch as Peru's net reserve position at the outset of 1976
was not sufficient to cover the expected B/P gap, the GOP has
sought compensatory-type financing. Various drawing facilities
of the IMF were negotiated and drawn upon during the [inal half
of 1976, including the gold t ranche, first credit tranche, compen-
satory facility related to decreased export prices, and the pet-
roleum facility, for a total approximating $210 million. In recent
months the GOP has been secking a $400 million credit package:
from U.S., European, and Japanese commercial banks; see also
Lima's 2903 and 4184, ‘

Maintenace of a normal external payments situation in 1976
appears at this time to depend upon the successful negotiation by
the GOP of a substantial package of compensatory-type credits.
Even if this effort is successful, Peru will face 1977 and 1978 with
historically low gross and net international reserve positions and
a substantial growth in relatively short-term debt. Although Peru's
B/P outlook for 1977 and 1978 cannot be predicted with great accuracy,
the GOP's B/P projections presented to bankers in April 1976 fore=~
casts a net basic balances i.e,, {increases in Peru's net international
reserve position) of only $35 million in 1977 and $97 million in 1978,
The projected levels of commodity exports approximate $2.2 billion
for 1977 and $2. 6 billion for 1978 and the levels of commodity imports
approximate $2.5 billion for 1977 and $2. 6 billion for 1978. Relief
from the B/P deficits of 1975 and 1976 arises principally from the
near-doubling of cooper production as the Cuajone mine comes on
stream and the Northern Peru oil pipeline is placed in service,



Even if the somewhat optimistic GOP projection is proven by
eventa to be realistic, at least one illion dollars originating from
the 1975-1976 balance of payment crisis will have been funded in
relatively short-term IMF and bank debt and Peru will probably
continue to have low reserve positions through 1978,

Supply and Distribution of Requested Commoeodities

The following table sets forth latest data on the supply and
distribution of wheat in Feru for the years 1974 and 1975 and an
estimate for 1976, Peru's imports of wheat grew from 522 thousand
metric tons in 1970 to 780 thousand rnetric tons in 1976. Projecting
a continuation of this trend to 1977 and 1978 would yield 834 thousand
metric tons in 1977, 892 thousand metric tons in 1978, and 953
thousand metric tons in 1979, Assuming a growing UMR require-
ment equivalent at half of the expected growth in total imports
results in a possible limit for Title I financed wheat of 55, 700
metric tons in FY 1977 and 86, 500 metric tons in FY 1978,

Wheat: Supply and Distribution (000 M, T.)

Calendar Year

1874 1975 1976

Beginning Stocks 100 70 85
Production 150 150 150
Imports 698 824 780 a/

U.Ss. . (453) {666) (338) b/

Other ‘ (245) - (300) b/
Total Supply 948 1,044 1,015
Exports 1 - -
Consumption 861 943 930
Seed & Losses 16 16 16
Ending Stocks 70 85 69
Total Distribution 948 1,044 1,015

a/ Total authorization for 1976.
b/ Total contracted to date.
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The following table sets forth latest data on the supply and
distribution of vegetable oil for the years 1974 and 1975 and an
estimate for 1376. Peru exports fish oil, depending on the mag-
nitude of domestic production, and imports soy oil and soybeans.

Fish and Vegetable Oil; Supply and Distribution (M. T.)

Calendar Year

1974 1975 1976

Beginning Stocks (Jan. 1) 13, 170 66, 077 49, 372
Production

Fighoil 212 428 212,534 90, 000

Cottonseed 25, 000 23,000 20,000

Other a/ 900 2, 000 2, 600
TOTAL 238,328 237,534 112,600
Imports b/ 72, 700 59, 900 65, 500
Total Supply 324, 198 363,511 227,472
Exports ¢/ 75, 556 129, 227 -
Apparent Consumption 182,565 184,912 190, 000
Ending Stocks (Dec, 31) 66, 077 49, 372 37,472
Total Distribution 324, 198 237,534 227,472

a/ Mostly Soybean and palm oil,
b/ Soybean oil and soybeans, oil equivalent.
c/ Fishoil only.

Peru's imports of soybean oil (and sunflower oil) and soybeans
(stated in oil equivalent) grew from 29, 760 metric tons in 1970 to
65, 000 metric tons in 1976, Domestic production of soybeans is
expected to increase in the next few years as follows: 12, 000
metric tons in 1977, 19, 520 metric tons in 1978, 35, 800 metric
tons in 1979, and 56, 050 metric tons in 1980. Subtracting the soy-
bean o0il equivalent from a projection of the import growth trend
results in imports of soybean oil imports as follows: 72, 200 metric
tons in 1977, 81, 000 metric tons in 1978, and 89, 600 metric tons in



1979. Projecting a growing UMR requirement equivalent to half the
expected growth in total soybean oil import results in a planned
limit to Title I financed soybean oil import of 8, 000 metric tons

in FY 1977 and 12, 000 metric tons in FY 1978,

Proposed Development Prograrns

The Mission proposes a program which utilizes local currency
generation to support useful development projects in the GOP high
priority agricultural sector which aim at increasing much needed
food production and increasging income and productivity of the rural
poor directly affected by these projects. The following summary of
on-going or projected joint GOP/AID programs are illustrative of
activities which could be replicated or whose pace could be stepped
up through use of Title I local currency generations, thereby
substantially benefiting a greater percentage of the rural poor.

a) The Sierra Irrigation Loan which begins implementation in
1976 is directed toward the target group of small farm families in
selected Project areas of Cajamarca and Mantaro. This target
group is almost entirely dependent on marginal agriculture for
their livelihood, farming individually or cooperatively-owned
parcels of crop or pasture land (on the average, less than 2
hectares per family) in the low and high sierra regions of the
project areas. The crop land which the Project will bring under
irrigation will be able to substantially increase its potential
through year-round multiple cropping., Likewise it will provide
year-round employment. Other sierra areas, with equally poor
people on marginally productive lands, could benefit from irriga-
tion. In these areas of the Sierra where nearly identical invest~
ment in irrigation would have similar pay offs. The bulk of invest-
ment in these projects are local costs and could be funded from local
currency generations,

b) As one of its projects for FY 1978, the Mission has iden~
tified a colonization plan for a selected area of the high jungle where
trunk roads are or will be leading into the area in the next two years.

The project would be basically a pilot operation that would assist new-

settlers from Peru's depressed areas by providing farm-to~-market
roads, storage and marketing structures and medium level technol-
ogy for land development for food production,  The identified project
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encompasses an area of 150 Kkm2 . We believe that this type of

project is a feasible method for increasing food production and

farm family income and could be readily duplicated in other areas

of Peru's selva as new trunk roads are opened. This project will

involve substantial, but principally local,costs which could be financed by
Title I local currency generations.

c) Medium level technological transfer of agricultural tech-
nology (agricultural extension) has been weak for the past seven
years, The new Ministry of Food is now making a concerted effort
to strenghthen this process. However, it is apparent that its budg-
etary resources for this process are inadequate. The availability of
Title I counterpart funds would substantially aid in the necessary
expansion of extension servikes.

Benefits, GOP Interest, and Evaluation

The groups of people benefitting from the proposed program(s}
are clearly the target A.I,D. seeks to reach in its grant-funded and
Ioan funded projects. The GOP has demonstrated its interest in
each of the three programs proposed above. We believe that each
of the three programs are within the project execution ability of the
GOP. An evaluation plan for the proposed project(s) would require
final project selection. Excepting the case of local currency alloca-
tions to agricultural extension, evaluation plans can be developed by
the Mission with minimal additional effort.

An illustration of the condition of the target group of people who
w1l receive benefits is best exemplified by the Sierra Irrigation Lioan,

"The socio-economic profile of the target farm families, is one
of (1) severely limited employment and income opportunities owing to
their ultimate dependence on agricultural production from small plots
of marginal land, leading to (2) consistently low standards of li ving
(in all cases below the national average}, and consequent (3) wide-
spread economically-motivated migration in an attempt to escape
the severe employment and income constraints,

In the Project areas of Cajamarca and Mantaro, these families
typically have an annual per capita income of approximately $175. In
Mantaro, the average family land-holding is 0,7 has.; in Cajamarca,
2.0 has. much of which is not now suitable for food cropping."



35,

In addition to GOP interest, which is manifest in its desire for
the Sierra Irrigation Loan, we also note local farmer interest as
summarized in the CAP section on socio-cultural feasibility:

"In general terms, it was found that the farmers in the sub-project
areas showed great interest in the proposed irrigation work, and were
fully aware of the potential economic benefits which would accrue to
them as a result; farmers routinely cited the additional land area
which could be farmed as well as new, more prodictive, cropping
alternatives. Their understanding and appreciation of the benefits
of irrigation, founded on many generations of dependence on scarce
rainfall and limited irrigation wate:r, enabled the great majority to
recognize immediately and respond enthusiastically to the inherent
economic incentives to participate, '

The evaluation plan for the Sierra Irrigation Loan project is also
illustrative of the type of evaluation contemplated for a Title I local
currency-funded project, '

"Project evaluation in this instance has two critical objectives:
one, to provide information on the key aspects of Project administra~
tion so that inefficiencies, bottlenecks, and unnecessary delays can
be progressively reduced or removed as the Project continues; and
second, to analyze the success of the Project in the achievements
of its purposes and in its contribution to the sector goals, in order
to provide the GOP and AID with a measurement o the socio-economic
impact of the Project on the lives and productivity of sierra farm
families. To fulfill these two distinct yet equally important evaluation
needs -- those of continually improving Project administration and of
providing the GOP with some measure of the effect of the Project on
priority sector Goals-~ the Project will include two discrete evaluation
components. "

These components are (1) the usual administration, monitoring,
and evaluation of on-going Project implementation activities and -
(2) evaluation of the impact of the Project in terms of production
effects, income effects, and employment effects.
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I, COMMODITY REQUIRIMIENTS

In FY 1977 Peru will have to commercially import approximately
835, 000 metric tons of wheat and 76, 000 metric tons of soybean oil,
Apart from the assumption stated above (that approximately half of
the net increase in each of these commodities would constitute a
UMR) further analysis of performance in the period 1970-1976 will
be required to refine the UMR. For this reason the suggested levels

are slightly higher than that indicated by the arbitrary formula
presented above. These planning levels are 10,000 metric tons of

soybean oil and 120, 000 metric tons of wheat each in FY 1977 and
FY 1978.

The unavailability of sufficient locally produced food commodities
and budget constraints will likely prevent the GOP from fully comply-
ing with increased food contribution for the National School Lunch
Program., Locally produced food availabilities augmented by Title I
Sales of hlended foods could permit the Government to realize its
contribution, The Mission feels this possibility should be explored
further with the GOP, ‘
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PL-480 TITLE II

Preface

The data and discussion which follow were developed prior to
receipt of the PL 480 Title II Regional Guidance for the

FY 1978 ABS (State 14603%). Two of the PIDs being submitted
with the Mission's FY 1978 ABS (Loan for Development of Sub-
Tropical Lands and Grant for Pre~School Education for the
Disadvantaged) had already anticipated the use of PI~480

Title II commodity inputs for implementation of the projects.
In the case of the former project Title II would be used as
food for work on feeder road construction; in the latter pro-
ject food will be used as both an incentive to gain local
participation and to improve the nutritional status of children
age 2-5 among Peru's more economically and educaticnally dis-
advantaged groups., It should be noted, however, that both pro-
jects are scheduled for initiation in FY 1978 and that actual
food deliveries would probably not be necessary until FY 1979.
Therefore, food deliveries for these programs have not been
included in the subsequent tables.

At the present time the Mission sees likely additional opportu-
nities for increasing the use of food as a development resource.
The ability of the Voluntary Agencies and GOP counterpart Agencies
to expand their capacity to meet these opportunities will re-
quire careful analysis. We will be exploring the situation in
more detail with both the GOP and the PVOs and will provide

AID/W with a more thorough analysis by August 1st, as requested

in state 146039,

On-Going Title II Programs

Before commenting on the individual categories, the following
general cbservations should be made:

The programs proposed by the Voluntary Rgencies do not adegquately
reflect multi~year planning. The Voluntary Agencies are being
encouraged to begin developing plans for multi-year programs

and future submissions should reflect this planning.

The figures presented for Host Country contribution to daily
per-capita calorie wvalue of programs are estimates provided

by the Voluntary Agencies. It must be recognized that these

are rough estimates and that supplemental food contributions
vary, depending on the distribution center, anywhere from nothing
to substantial. In the case of Food for Work projects, since
there is no actual host country input to the ration, the figure
given represents only an estimate of other foods consumed.
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Maternal and Child Hzalth (MCH}

Tﬁe recipient level for this cetegory declines slightly,

from 73,000 in FY 77 to 71,000 in ¥Y 78, This is due to

a reduction in the program redquested by Church World Service.
This agency has tended, in the past, to overestimate their
capability of reaching the proiected number of recipients
planned. This reduction, then, represents a more realistic
estimate of what the program czn accomplish. A similar re~
duction was made in the FY 77 program of Seventh Day Adventist
Welfare Service for the same reason.

The number of recipisnts reached by the MCH Program still re-
presents only a fraction of the needy. It is estimated that
well over a million and a half children under 5 years of age
suffer some form of malnutriticon. Of these only about 5% are
receiving any kind of nutritiorial supplement from national or
foreign sources. It will be appreciated that a program reach-
ing only some 70,000 children can not impact significantly on
national nutritional levels.

Not only the Mission, but the Vecluntary Agencies themselves
would like to be ablas to increese the scope of these MCH Pro-
grams. The factors which inhilit expansion include lack of
physical and financial resources and a shortage of trained
personnel. As these constraints are reduced or eliminated,

it is hoped that a greater numler of recipients can be reached.
Meanwhile, emphasis will contirume to be given to the areas of
the Sierra and the jangle as well as the neediest areas surround-
ing urban centers. '

Food for Work

Recipients in this category cortinue at approximately the same
level in FY 78 as in FY 77. The types of projects to be under-
taken during FY 78 include road construction, school construc-
tion, irrigation canals, commurnity center construction, agri-
culture programs and education:zl programs. As indicated above,
we do not anticipate that the Sub-Tropical Lands project will
require deliveries in FY 1978.

Other Child Feeding and Day Care Centers

A reduction of 2,000 recipients in this category from FY 77 is
attributable to a smaller CWS program and was made generally
for the same reason as cited for the MCH program. Such pro-
grams are expensive to operate and the Voluntary Agencies' re-
sources do not permit expansion of this program., Emphasis will
continue to be given to other categories.



40,

School Lunch Program

The national school lunch program in Peru continues to he
carried out through a gyovernment-to-government agreement.

A new Transfer Authorization, signed by the US Government
and awaiting GOP signature, provides a total of 6,820
thousand kilograms of Title II food commodities valued at
$2.3 million for the school lunch program during CY-1976.
The program will provide a breakfast or lunch to approxi-~
mately 500,000 primary school students. In accordance with
the approved PROP and agreements with the GOP, Title II
support of the school lunch program will be provided through
calendar year 1978. During this period the level of Title II
inputs will be progressively reduced while the level of GOP
and other local inputs are planned to increase proportionally.
An extension of the new Transfer Authorization or new ones
will be reguested to provide 4, 320 thousand kilograms and
1,640 thousand kilograms of Title II food during C¥'s 1977
and 1978, respectively.

The total commocdity requirement for one school year, at the
level of 500,000 recipients, is approximately 10,950 thousand
kilograms. During 1976 the GOP and other local sources are

to provide 4,130 thousand kilograms of commodities equivalent
to 38 per cent of the total requirements. It is planned that
the local commodity contribution from Government and local
sources will amount to 61 and 85 percent of the total commodity
requirements respectively during 1977 and 1978. It 1s expected
that full responsibility for providing the necessary commodity
requirements and for the administration of the school lunch
program will be assumed by the Peruvian Government beginning

in 197%. '

In addition to GOP commodity support as described above, the Gov-
errment has been requested to pay 50 per cent of the ocean
freight and the equivalent 10 per cent port charges of Title IT
shipments during 1976, in accordance with AID/FFP policy for
gove¥nment-to-government food assistance programs. These costs
amount to $357,500. In addition, the GOP is assuming additional
administrative, monitoring and food distribution costs.

Considering the current weak fiscal situation of the Peruvian
Government and the fact that the expansion of the school en-
rollments in rural areas and pueblos jfvenes adds steadily

to the numbers who should receive food assistance under the
Govermment program (the ¥olags Title II schocl feeding programs
were discontinued by AID/W in December 1974). The Government's
ability to assume progressive responsibility for the School
Iamch Program per the phase-out schedule will be extremely
difficult. No modification of the phase-out schedule is re-
cormended by the Mission at this time, however.
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COMMODITY REQUIREMENTS/RECIPIENTS TABLE - FY 1978

1. Country: PERU

Sponsor's Name: CATHOLIC RELIEF SERVICES - USCC (CARITAS)
(All unite are in thousands)

A. Maternal and Child Health Total Recipients: 60
No. of Recipients Name of (Thousands)
by Commodity Commod ity KGS Dollars
60 A,B.Flour 1,440 283
60 Rolled Oats 720 183
60 Bulgur 720 133
60 0il 360 214
60 CSM - Inst. 720 338"
Total MCH 60 3,960 1,151
B. Day Care Centers Total Recipients: 15
No. of Rec%gients Name of (Thousands)
by Commodity © Commodity KGS Dollars
15 Flour 360 71
15 Rolled Oats 180 46
15 Bulguxr 180 33
15 0il 20 54
15 CSM-Irst. 180 85
Total DCC 15 990 - 289
C. Other child Feeding Total Recipients: 15
No. of Recipients Name of {Thousands)
by Commodity Commoc. ity KGS Dollars
15 Flour 360 71
15 Rolled QOats 180 46
15 Bulgur 180 33
15 0il ' 20 54
15 CSM~-Inst. 180 85

Total OCF 15 990 289



C. Food for Work
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Total Recipients: 150

No. of Recipients Name of
by Commodity Commod ity
150 Flour

150 Coxmmeal
150 Rolled Oats
150 Bulgur

150 0il

Total FFW 150

{Thousands)

KGS  Dhollars
2,700 531
1, 350 268
1,350 342
1, 350 249

675 402
7,425 1,792

II. Sponsor's Name: CHURCH WORLD SERVICE (SMI)

A. Maternal and Child Health

Tétal Recipients: 3,000

No. of Recipients Name of (Thousands})
by Commodity Commod ity KGS Dollars
3 S.F. Flour (12%) 18 4
3 W.S.B. 27 7
3 S.F. Rolled Oats 27 7
3 S.F. Bulgur 18 4
3 C.5.M. Inst. 36 13
: 3 Veg. 0il 18 11
Total MCH 3 124 46

B. Other Child Feeding

No. of Recipients

Total Recipients: 2,000

by Commodity

NN NN NN

Total OCF

C. Food for Work

No. of Recigients

Name of (Thousands)
Commod ity KGS Dollars
S.F. Flour (l2%) 24 6
W.S.B. 36 10
S.F. Rolled OQats 24 6
S.F. Bulgur 24 5
C.5.M. Inst. 36 13
Veg. 0il 12 7

156 47

Total Recipients: 6,000

by Commodity

alov o o O O

Tetal FFW

Name of

Commoditz ¥GS bollars
S5.F. Flour (12%) 158 39
W.S5.B. 158 42
S.F. Rolled Qats 158 40
S.F. Bulgur 158 32
Veg. 0il 40 24

672 177
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III.Sponsor's Name: SAWS (OFASA)

A. Maternal and Child Health Total Recipienta: 8,000
No. of Recipienta Name of (Thousands)
by Commodity Commociity KGS Dollaxrs
8 §.F. Wheat Flour 22 5
8 S5.F. Cornmeal 22 4
8 S.F. Bulgur 22 4
8 S.F. . Oats 22 5
8 Cc.S.M. Inst. 70 24
8 W.S.B. 74 19
8 0il 44 26
Total MCH 8 276 87
B. Food for Work ‘ Total Recipients: 25,000
No. of Recipients Rame of {Thousandsg)
by Commodity Commodity - KGS Dollars
25 5.F. Wheat Flour 476 116
25 5.F. Cornmeal 476 93
25 S.F. Bulgur 476 95
25 S.F. I. Oats 476 118
25 ®W.5.B. Bl6 213
25 0il ' 136 79
Total FFW 25 2,856 714
IV. Sponsor's Name: GOVERNMENT OF PERU
A. School Feeding Program Total Recipients: 500, 000
No. of Recipients Name of {Thousands}
by Commodity Commoxlity KGS bollars
500 C.S.M. Inst. 768.0 - 269.6
500 S.F. Bulgur 586.0 119.5
500 S.F. I"lour 1,525.9 380.8
500 Veg. 04l 189.7 340.0

Total SFP500 3,069.6 1,109.9



C.R.S.

M.C.H.
F.F.W.
O.C.F.
Day Centers

DALLY PER CAPITA CALORIE VALUE

Total

Total

Total

School Feeding Program
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FY 1977 Fy 1978
Calories Day Calories Day
Title Others Title Othexs
399 - 758 -
629 - 753 -
630 - 758 -
329 - 758 -
2,057 - 3,027 -
430 1,000 580 1, 100
874 725 887 200
1,252 600 1,248 750
2,556 2,325 2,715 2,750
449 - 449 "
1,687 - 1,687 -
2,136 - 2,136 -
321 317 321 317
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Cowntry/Proqgram PERU

Support to Private Voluntary Organizations and Cooperatives

{3 000)
Functional
FY 1977 FY 1978 Account
ONGOING
A, Ongoing OPGS - -
B. Non~OPGa 1/ 1/
A, - OPGs
- Water & Sewage in Affeci:ed Zone
{CARE) 250 200 ST
= Health/Environmental Sanitation
(Team for Human Development) 50 55 ST
- Development of Employment Opportunities
for Women (Accion Comunitaria) - 100 sT
- Middle-Level Professional Training
(Peruvian Institute for Educ.Dev.) - 100 sT
B. Non-0PGs ' 1/ 1/
LOANS 1/ 1/

1/ virtually all assistance in the agricultire sector, loans and grants, benefits
directly or indirectly agricultural “asscciative enterprises“*, of which
production and service cooperatives are the predominant form, For example,
the Agricultural Cooperative Federation Levelopment Loan, $7.0 Million, with
counterpart funding of an equal amount, will assist to strengthen federations
of associative enterprises by providing capital for financing training,
start-up costs, fixed assets and agro-industrial transformation. Another
experimental project to be executed by the Center for Training and Research
for Agrarian Reform, to train farmers in associative enterprises as para-
technicians, will be undertaken at three sites for a total cost of $250,000
over a two-year period,

* {In Peru Associative Enterprisss are: production coops (CAPs),service coops
(CAS}, Agricultural Societies of Social Interest (SAIS), campesinc communities
(CCOs), and campesino groups (2Gs). These total to date 1,124.)
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DEVELOPMENT OF SUB-TROPICAL LANDS

I. SUMMARY OF THE PROBLEM AND THE PROPOSED RESPONSE

‘Peruvian agriculture has long been confined to a limited amount
of arable land in narrow coastal valleys and in the Sierra. Bringing
new land into cultivation is one means for the GOP to attain its
agricultural sector goal of increased productivity and employement
and improved nutrition, To date, efforts to colonize the high jungle
(ceja de selva) area have been constrained primarily by a lack of land
transportation routes which limits the entry of settlers and inputs,
and hampers marketing. Other conditions which give rise to subsistence
agriculture in this arvez of great food production potential include
lack of experience in sub-tropical agriculture on the part of settlers
and the absence of effective technology transfer.

Although the development of the approximately 121,000 Kkm? of the
high jungle will require substantial investment over an extended period
of time, it does appear desirable and feagible to begin now by selecting

_and developing an area through a demonstration program applying a

minimum~-cost methodology which can be replicated throughout the region,

There is already some spontaneous in-migration to the high jungle
areas, mostly fram the poverty-stricken mountains. Stable agriculture
is practiced only in a few areas; slash and burn, subsistence farming
is practiced widely, Even this is limited to narrow bands of land
contiguous to existing trunk roads.

Trunk roads into the jungle are few but expanding. Unfortunately,
there are very few feeder roads which can produce economic benefits
in a wider area by facilitating farm~to-market movement, thus helping
to stabilize farming patterns. With AID and EXIM Bank financing, the
Tarapoto highway is scheduled for zampletion in late 1977 or early
1978. This trunk road will provide access to the Huallaga Central -
Rio Mayo river basin complex which has 1.1 million hectares of soils
suitable for permanent agriculture. Trunk roads have also been
constructed in several other jungles areas, notably in the Province of
Oxapampa which is believed to have substantial agricultural production
potential, Areas like these offer the most promising alternative to
coastal cities for the many people who are leaving the Sierra in
search of a livelihood,

The purpose of this proposed project is to develop a selected
area of the high jungle using a low cost, replicable methodology. One
of the major obstacles to rapid rural development in the jungle and
high jungle has been the high cost per beneficiary in directed settle-
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ment projects. This high cost is attributed in part to the attempt

to provide a full range of social infrastructure, such as health and
education facllities and housing, too early in the development

process, The central thesis of this Project is that agricultural

and forestry development, provided to support spontaneous colonization,
must first create the economic conditions which later justify and
support the provision of complete social services.

To achieve the above purpose, the Project will select a well-
defined area in the high jungle with representative agricultural
potential which lies in an area adjacent to a trunk road linked to
urban markets through the national highway system and which can be
colonized. The area should be limited in size, perhaps on the order
of 50 Km2, in oxder to facilitate project administration, which may
be the responsibility of a local regional development authority
invested with plamning responsibility and budgetary resources, The
minimum administrative infrastructure should include organized alloca-
tion and titling of land, agricultural extension, and marketing
functions along with a credit delivery system, Administrative
requlations will, at a minimum, set the conditions for land tenure
and the task of the extension system will be to foster stabilized,
profitable farming patterns,

On the basis of feasibility studies, the Project will provide
as outputs the minimum physical infrastructure required to retain
settlers and continue to attract new settlers into the area., This"
infrastructure is most likely to take the form of access roads,
minimal marketing facilities, some services related to land clearing
and soil preparation, and minimal health and educational facilities.

The Project will require, as inputs from the GOP, a basic
complement of personnel to staff the administrative, research and
extension organizations, land for the Project, and some credit, AID
inputs may include commodities, a contribution to a regional develop—
ment fund, technical assistance in the planning and implementation
of the Project, road-building equipment, and equipment for marketing
infrastructure and/or experimental production purposes. USAID
supported feasibility studies to be undertaken during the intensive
review will examine soil capabilities, forest resources, market
potential, and current settlement,migration and farming practices in
order to select an area with suitable development potential and to
identify the precise investment requirements.

It is assumed that an administrative arrangement can be developed
to suit the needs of the Project area and be compatible with the
national system.
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IT. LINKAGES AND DURATICN

The Project will complement and be complemented by several
important USAID/GOP programs and projects., The most obvious com-
plementarity is with the soybean program of production in the high
jungle areas. MAccelerated settlement will help facilitate achieve-
ment of long range soybean production targets. Soybeans will
stabilize farming patterrs by helping to maintain soil fertility,
thus contributing to a mejor objective of settlement programs. Anocther
USAID project, now in the PID stage, will support the development of
intemmediate technologies and rural diversification., It envisages the
development of new energy sources, small farm machinery, and production
processing and marketing linkages wiiich tie together the jungle and
the highlands, raise incomes and provide employment, while making
intermediate technologies, e,g,, windmills, solar powered processing
and other innovations aveéilable for Peruvian agriculture. It alsc
envisages agro-industrial and marketing linkages between the mountains
and the high jungle, Such linkages could include highland dairy
products based on feeds produced in the high jungle and highland-based
processing of high jungle food crops.

III. BASIS FOR SELECTION

In attempting to fulfill the congressional mandate to concentrate
resources to benefit the poorest majority, the USAID is focusing on
immediate problems of food production in the Sierra through small-scale
irrigation, fisheries development, corn production, and institutional
support to cocperatives., In addition, the USAID has financed activities
designed to provide off-famm employmnent opportunities, given the limited
capacity of Sierra griculture to absorb labor. Such activities have
included agro-industry, agricultural service operations, handicrafts,
and other rual enterprises. However, the harsh natural conditions,
constraints of land tenure, and scarcity of physical and administrative
infrastructure in the Sierra sharply constrain the long-term growth
potential in the Sierra. Investment in the Sierra, then, can only be
designed to meet the short and medium-term need of providing employment
and income to a marginal population. It is also necessary to promote
growth in other, potentially more productive areas to absorb the surplus
labor from the Sierra.

The Mission wants to further development of the high jungle as
one of these more productive long-term growth sectors for two reasons.
First, given the existence of trunk roads in the region, economic
returns on additional inwvestment in the potentially productive farming
areas of the high jungle are probably higher than equal investments in
the coast, where agriculture is already highly capitalized and it is
very expensive to bring new land into production. Second, these
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economic returns will no doubt benefit the poorest elements of the
population in view of the particularly close economic and demographic
relationships which exist between the high jungle and the Sierra.

Most notable of these relationships is the pattern of migration of
those who leave the Sierra in search of land and employment. A project
which facilitiates this migration, channels it into productive uses,
and rewards it with higher incomes, benefits not only the immediate
recipients in the high jungle and future out-migrants from the Sierra,
but alsc thosewho can then afford to remain behind in the sierra owing
to a more favorable man-land ratio.

IV, BENEFICIARIES AND REPLICABILITY

The project will benefit directly the farming population that will
settle the project area, up to 16,000 families, each with about 15
hectares of land for pasture and cultivation. The needs of commercial,
agro~industrial and transportation infrastructure will produce employ-
ment for an undetermined number of additional people. If present
patterns hold, 55% of these beneficiaries will come from mountain
regions of Peru, The remainder will camne from the coast (after first
having migrated down from the Sierra, in many cases) and other jungle
areas, The beneficiary group will include landless migrant workers
who will be attracted initially by employment opportunities generated
through the road construction projects and the timber exploitation
that will be necessary to establish farming areas.

'V.  FINANCIAL ANALYSIS AND PLAN

In the first year of the project the proposed loan will finance
the building of 60 Km, of secondary access roads, i.e., one-lane,
gravel surface, minimally all-weather roads with log bridges., Using
a- current cost of $35,000 per Km. and allowing for inflation of 15%
per year, the cost in 1978 will be $2,900,000. In the second and
third year of the project 160 Xm.of roads will be financed. At the
same rate of inflation the cost will be $8,600,000. The total
estimated cost of road construction will be about $11,500,000. In
addition, the project will require certain kinds of govermnmental
infrastructure including office buildings, equipment, and furniture,
housing and storage facilities, wvehicles and minimal health and
education facilities. BAbout $2,000,000 will be needed for this
purpose,

The project will set up a development fund of $7,000,000 to
finance medium~term farm improvement, forestry equipment, livestock
acquisition, agro-industrial machinery and other economic infrastruc-
ture in the zone. Personnel and administrative support will require

$1,00,000 during the life of the project. The total estimated project
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cost is $21.9 million.

A.I.D.'s financial contribution will take the form of food
donatione estimated at $2,800,000 for food for work, possibly
administered through a voluntary agency,and a lean for $12,200,000
for a total A.1.D. contribution of $15,000,000. The GOP will
contribute $6,000,000, An illustrative cost breakdown appears
below:

$000
A.I.D, A,I.D,
Grant Loan G.0.F.
(FEW) FX 1c FX LC TOTAL
Road Construction 2,800 3,000 4,700 1,000 11,500
Development Fund 2,000 2,000 3,000 7,000
GOP Personnel and
administrative Support 1,000 1,000
Governmental Infrastruc-
ture (ocffices, ware- ,
houses, schools, clinics,
ete, ) 500 1,500 2,000
TOTALS : 2,800 5,500 6,700 6,500 21,500

The loan supporting this Project would have a five-year dishurse-
ment period.

Vi. DEVELOPMENT OF PROJECT

In consultation with appropriale GOP agencies, including the
National Office of Natural Resources Evaluation (ONERN), the National
Planning Institute and other technical agencies, the Mission will
review all existing area developmeni: plans and regional evaluatiorsand
will select an area which meets the criteria of productive potential and
market accessibility whexre feeder roads can be constructed at relative-
ly low costs and immigration can be encouraged. A number of area
studies already exist. ¢(ne FAQO study covers the Mayo Rivexr Basin and
one by ONERN covers an area near Oxapampa, These and other studies
may need updating or amplification, but can serve as the basis for
Project site selection, Careful at:ention will be paid to the produc-
tion and marketing potential of each area evaluated for possible
inclusion in the preject. The PRP will lead to a feasibility study
which will further define the area and lay out the minimum infrastruc-
tural requirements that sre requirei, based on experience with
agricultural projects in the high jungle. The PRP will be submitted
in October, 1976 and the PP in November 1977,



VII. POLICY ISSUES

A. Minimum Soeial Infrastructure

Although the GOP expressly favors settlement of the high
iungle, there has been a tendency to invest heavily in social infra-
structure. In this project, one major policy dquestion to be explored
is the minimum level of services that will be acceptable to the GOP
or the extent to which certain kinds of such investments can be
deferred to await economic development,

B. Proiject Administration

There are several institutions that could take the lead for
the GOP in this project. Even though the elements of the project are
relatively few, they would ordinarily be managed by different Ministries,
e.g.,, the Ministries of Food, Agriculture, Transportation, Education,
and the Agrarian Bank. This division of responsibility for wvarious
project elements would require a high level of coordination. Therefore,
an administrative system, with a degree of autonomy, capable of
coordinating the various project elements within the project area will
probably be required. The various alternatives for project administra-
tion, including a possible regional development authority must be
explored with responsible GOP officials to identify a system that will
be effective. ' '
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AGRICULTURAL PRODUCTION, MARKETING AND SERVICES FUND*

I. Summary of the Problem to be Addressed and the Proposed Response to
the Problem

A. The Problem

Peru's agricultural sector has shown little growth in recent
yearss 1% in 1975, 2.3% in 1974 and 2.4% in 1273. Domestic production of
basic food items has failed to keep pace with the high population growth
rate (3.1%), and the need to import increasing amounts of basic foods
($238 million in 1973, $395 million in 1975) has exacerbated Peru's de-
clining balance-of~payments position. In the DAP the agricultural sector
was identified as the primary area of USAID concentration with the over-
all sectoral goal of increasing food production, employment, and income
of Perti's rural disadvantaged population.

One problem impeding attainment of the sectoral goal is the
absence of an institutional mechanism for effectively channeling medium
and long-term resources to those individuals and enterprises for whom
credit is the major constraint to increasing agricultural productlon ‘or
improving processing and marketing.

Currently the Agrarian Bank is the only financial institution in
Peru providing any substantial financial support to the agricultural sec-
tor, and the bulk (over 90%) of its own resources are directed to the
provision of anmual production credits gquaranteed by farm production. The
supply of production eredit is clearly the Bank's major interest, its
expertisc lies in thils area, ani the sectcr's growlng production credit
needs will continuc to requirc the Bank's priority attention. Although
the Agrarian Bank also administers some medium term sub-lending credit
funds available under international lendirg programs, there exists a
critical need to establish other mechanisms for channeling medium term
resources to priority areas and target grcups.

The Mission, together with Peru's Central Bank, considers that
one way to alleviate the current problem would be to more actively in-
volve other banking institutions in the acrarian sector. Thus, the pur-
pose of the proposed Project woald be to establish within the Central
Bank a facility for rediscounting medium term loans made by financial
institutions to enterprises whizh produce, process or market agricultural
products or provide complementary services to the agricultural sector.

In other Latin American countries, Central Bank rediscount
mechanisms utilizing the existing banking structure have proven to be
- successful credit operations. The existing infrastructure of the Peruvian
banking system with its large number of branch offices located throughout
the country would appear to bhe a logical conduit for reaching those rel-~
atively poor individuals and enterprises requiring, and capable of utilizing

*FY 1977 shelf loan; FY 1978 firm
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credit. The challenge of the proposed project is to create the necessary
incentives to reorient the «redit allozations of the system toward the
agricultural sector and the target groip to be reached under the Congres-
sional Mandate in particular. If succzssful, the banking community would
become actively involved in medium term lending in agriculture for the
first time, and we would establish a ns=w mechanism to permit an addition-
al flow of development resources into the country~side without increaaing
the administrative burden orn existing braditional institutions.

B. Proposed Project

The Borrower woulc be the Government of Peru or Central Bank,
with the latter as executing agency. ‘The Central Bank would establish a
Special Fund in the Bank which would b: capitalized with the A.I.D. Loan
and GOP counterpart contribution. All of Peru's financial institutions
would be eligible to use the Fund, including private commercial banks,
associated banks, regional éevelopment bBanks, state development banks, and
private "empresas financieras".

Through a circular directed o the banking system, the Central
Bank would advise financial institutions of the criteria for lending under
the program with particular reference ¢ the type of projects, sub-loan
size restrictions, terms, eligibility restrictions, etc. A sub-borrower
wishing to develop or increase the production, processing, or marketing
of an eligible product would present his application to the intermediate
bank of his choice. The intermediate bank would make the credit judg=
ment and assume the credit risk. Upon approval by the intermediate bank,
the sub-loan would be presented to the Central Bank for refinancing. The
Central Bank would check the proposal for conformity with the established
criteria and authorize the transfer of funds to the intermediate bhank for
approved sub-projects.

The project is administratively attractive in that the Central
Bank has ample experience with its nornal rediscount coperations and long-
established relationships with the banking system. In addition, in 1971
the Central Bank established a Selective Credit Program (which has many
similarities to the proposed project) in an effort to promote regional
development by refinancing projects approved by the state associated and
regional development banks. A detailed review of the Selective Credit
Program will be undertaken during the intensive review to assist in judg-
ingthe overall feasibility of the propoused project and capacity of the
Central Bank for implementing it in a timely and efficient manner.

The following criteria for sub-lending represent preliminary
Central Bank and USAID ideas for the program’s operations, although they
will need to be further studied and necotiated:
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1., Interest Rates -~ The Central Rank has proposed an interest
rate to the end=user of 11% whizh would be divided as follows: 1) 5% to
the participating intermediate Dank; ii) 4% to the Cencral Bank; and
iii) 2% to a special insurance fund which would be redistributed to
participating banks on ths basis of progrem participation to cover sub-
loan losses, The Central Bank views the proposed insurance fund as a
necessary added inducement to obtain the desired credit allocations to
the agricultural sector. '

2. Terms - Medium term sub-loans {(i.e. 2 -5 years). .

3. Beneficiaries = Those relatiwvely poor, but acceptable credit
risks, who do not now have access to this type of credit - including in-
dividual producers, agricultural cooperatives or other associative enter-
prises, and agricultural processing, marketing and service industries
regardless of type of organization. Enterprises, whether reformed private,
cooperative or social property, would qualify for sub-loans under the
program, as well as individual farmers and rural agro-industry proprietors.
USAID is currently in the process of completing a study which will deter-
mine the relative marginality of Peru's departments and provinces, using
a variety of socio-econormic indicators such as education levels, housing
conditions, income, etc. This study will zid the Mission in determining
sub~borrower eligibility criteria.

4. Maintenance of Value ~ Sub-loans from the Fund would Be deno-
minated and repaid in leocal cuxrency with no maintenance of value provi-
sion. The Central Bank has indicated their readiness periodically to aug-
ment the Fund to prevent decapitalization,

5. Possible Types of Sub-loans

a) Capital Goods Acquisition (e.g. tractors, tillers,
plows, dairy refrigeration equipment, poultry incuba-
tors, irrigation equipment, processing and storage

- equipment, etc.). Both imports from Code 941 sources
and local goods of Peruvian source and origin would
be eligible for financing.

b) Acquisition of improved livestock (dairy, pork, or
poultry production).

c) Medium-term land habilitation (lamd clearing, leveling
drainage, erosion control, etc.).

d) Medium—-term construction/expansion (silo and storage
facilities, processing plants).
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6. Commodity Emphasis - Priority would be given to production,
processing or marketing of food crops (cereal grains, oilseeds, tubers,
animal proteins, fruits and vegetables). Forestry and lumber would. also
be eligible. Restrictions on certain commodities may be required in oxder
to assure priority targeting of resources.

. 7. 8Sub-loan Size Restrictions - The maximum sub~loan size allow-
able will be détermined based on the target groups analysis and a study
of the Central Bank's experience with its selective credit program,

8. Allowable Percentage of Refinancing - The A.I.D. loan would
not be conditioned on specific contribution and/or participation by the
banking system or the end-use borrower:s. :

C. Project Alternatives

An alternative to the proposed Project would be the creation of
a special fund within the Agrarian Bank which would be directed toward the
specific need of providing medium and long term credit to the agricultural
sector. This alternative has been rejected for two basic reasons: (1) it
ig felt that the Agrarian Bsnk should direct its energies and resources
primarily to meet the increasing demand for short term production credits,
without which the agricultural sector willl continue to lose ground wvis-a-
vis productivity in other sectors; and (2) both USAID and the GOP see the
proposed Project as a means of actively involving the total banking
community effectively in the agricultural sector, thereby increasing the
total resources available tco the sector while limiting dependence on the over-
burdened administrative = procedures of the Agrarian Bank,

A second alternative considered, and rejected, was the develop-
ment of the Project under the Productive Credit Guarantee Program (PCGP)
Authority (Section 222A of the FAA of 1974). As the basic objective of
222A is to stimilate the participation of the private sector through
programs to guaranty loans made by private financial institutions, the
proposed Project does not fit the required mold of the PCGP. While some
private commercial banks and financieras are expected to participate undex
the Project, all of Peru's financial institutions, including the active
state associated banks, should be eligible intermediaries in order to
maximize the Project's impact and intended institutional development
objectives, Of the 10 financial institutions most likely to participate
under the Project, only three are privately owned and managed,lf and it is
not congidered practicable tio restrict utilization of the Fund to the
private financial institutions.

1/ These 10 are the Banco Popular del Peru, Banco Continental, Banco Inter-
nacicnal, Banco Agrario, Banco Industrial, Banco Nor-Peru, Banco de los
Andes, Banco Regional del. Norte, Banco Sur del Peru, and Banco de Crédito,
the last three of which are privately owned and managed.
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D. Host Government and Other Donor Activities

IBRD loan 933 for $25 million provides for medium and long-term
cradits to be made available, through the Agrarian Bank, to associative
enterprises for financing (1) the development of livestock farming; (2) on-
farm development cof annual crops, including alfalfa, (3) perennial crops,
and (4) agro-industrial development for primary processing of such commodi-
ties a# swine and poultry. Funds have not been expended in a timely manner
under the IBRD Loan, primarily as a result of the requirement that sub-
borrowers contribute 25% of total sub-project costs. Since mogt associ-
ative enterprises were heavily decapitalized at the time of Agrarian Reform
adjudication, the bulk of potential sub-borrowers have been unable to
meet the 25% contribution requirement. The present Project will have as
a primary objective the capitalization of target beneficiary organizations,
without requiring specific¢ sub-horrower equity contributions.

In addition, the GOP's Rural Enterprises Development Fund,
created in the Industrial Bank with funds from A.I.D. Loan 527-W-057,
established a credit line for small industries, including agro-industry,
in four south=-central departments {Puno,Cuzco, Ayacucho and Huancayo)
and the zone affected by the 1970 earthquake (the latter falling under
the jurisdiction of ORDEZA). Up to the present, the approval of sub-
projects has been slow, and it is doubtful whether either the Industrial
Bank or CRDEZA will meet current terminal commitment dates. The Mission
believes, however, that the slow experience under 057 has resulted from
processing bottlenecks on the part of the Industrial Bank rather than a
lack of demand for rural sector credits. A system which relied on more
- financial institutiong for the processing of sub-loan applications could
better service this latent demand.

Finally, A.I.D. Loan 527-T-058, Federations of Agricultural
Cooperatives, will provide medium-term sub-loans to selected Federations,
or CENTRALS, for service or investment projects which have previously
been qualified as a part of an integral CENTRAL development plan designed
to strengthen both the individual CENTRAL and its member associative
enterprises. It is estimated that up to 20 CENTRALS will be eligible
" for sub-loans under this program. Since no one single CENTRAL will be
able to carry out all the elements of its Development Plan usging limited
058 funds, it is anticipated that this loan will in fact be generating
additional demand for the type of credit to be made available through
the Central Bank rediscounting program.
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II. Finanecial Requirements and Plans

A preliminary financial plan for-the project follows below:

‘Millions U.S. Dollars.

Central

A..I‘Du RESBWE i
Loan Bank Total
Production . 3.5 1.5 - 5.0
‘Processing/Marketing = 4.0 . 1.5 : | 5.5
Services o 2.5 1.0 . - 3.5

10.0 . 4.0 14.0

The loan and Central Reserve Bank contribution would be disbursed
over a two to three year periocd.

I11I. Development of the Froject

The development of the Project will be carried out by the USAID in
conjunction with the Central Reserve Bank of Peru., The latter has a team
of highly skilled economists who are familiar with the banking community,
and will be capable of developing spacific studies necessary for Project
justification. Such studies will include: (1) a study of potential demand
for medium and long term credits in the agricultural sector of the type
envisioned in this Project; and (2) a study to determine what sub-loan
conditions will best facilitate the extension of sub-loans to the intended
target groups. Additionally, while preliminary conversations between
the Central Reserve Bank and officials of the banking community have
indicated the latter's interest in a new rediscounting mechanism which
would permit them to extend credits to the agricultural sector, the Central
Reserve Bank will study the actual procedures necessary to insure the
cooperation and participation of a wide sector of the banking commnity.

_ The PRP would be sukmitted to AID/W by October 1976, and a PP could
be submitted by April 1977. Thus, although the Project is proposed for

FY 78 authorization, the PP could be completed to permxt its consideration
as a FY 77 "shelf loan" possibility.

Iv. Issues of a Policy or Programmatic Nature

Other than the Agrarian Bank, the Peruvian banking commnity  has.
not actively engaged in agricultural sector lending since 1968; and as a
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result has had little, if any, dealings with the projected target

group =~ largely associative enterprises created by the Agrarian Reform
system, individual small farmers whe will not be subject to further
exptopriation, and rural agro-industrial enterprises lacking access to0
alternative credit sources. During the intensive review, the Mission
will determine to what extent this lack of activity could jeopardize
Project implementation, and what conditions would be necessary to
insure full banking community participation.

A related question, to be anawered during the preparation of the
PRP, is what is the relative marginality of the target group capable
of being reached by the Project? While the Project can, in the.
Mission's view, be structured to direct regources to individuals or
groupe falling within Peru's poor majority, will the poorest of the
poor be excluded from participation by the criteria imposed by the
financial intermediaries in judging credit worthiness? The USAID Task
Force on Poverty will soon finish its report on marginality which will
provide guidelines to asgist the Migsion in determining to what. extent
the target group which can be reached effectively is cons;stent with
both GOP and A.I.D. objectxves.
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INPUT DELIVERY SYSTEM PROJECT **

I. Summary of the Problem and Proposed Response

Rationale

Roughly 16% of Peru's 1975 import bill represented costs of importing
ba51c food crops*, primarily wheat, corn, meat and edible oils, which can
be, and currently are, produced in Peru. To permit a reallocation of scarce
foreign exchange to capital goods and certain intermediate products crit-
ical to Peru's long-term industrial development and which must be imported,
Peru's food production must be dramatically increased. A primary GOP
cbjective in the agrarian sector is a major reduction of imports of basic
food crops, and objective considered technically possible and economically
essential.

Increased agricultural production in Peru has successively faced a
series of constraints; the GOP has begun to confroni, and partially re-
lieve, the more serious of these. From 1968 to 1975, massive structural
reforms of agricultural production units resulted in decapitalization,
organizational inefficiencies, and, consequently, a significant drop in
per capita production; as shown in a comparison of 1974 and 1975 gross
production figures, an incipient recovery appears to be underway. Harsh
topographic and climatic conditions inhibit the expansion of the amount
of arablec land; national investment programs in irrigation and forestry
(including major A.I.D., IDB, and IBRD projects) and in the fertilizer
plants at Talara and Bayovar are expected to relieve some limitations of
water supply and soil fertility.

The full recovery of the agricultural sector and optimum return on
‘investments in irrigation, forestry, and fertilizer production, however,
cannot be realized as long as Peruvian agriculture operates with few ties
to improved or intermediate farm technologies. The importance of these,
and their application in appropriate combinations, is critical to improved
use of scarce arable lands. Dramatic production increases can be realized
with the application of an appropriate fertilizer-seed mix in combination
with irrigation; simultaneously, new adapted farm equipment may be regquired
to cultivate the new lands and crops permitted by irrigation and improved
soil fertility. However, factors of production in current use by most
Peruvian farmers, and by roughly 95% of those in the sierra, are minimal:
unimproved seed from year to year, a depleted soil which must be fallowed
reqularly to restore a minimum fertility, and hand labor and animal power.

* 3395 million in 1975.
*% FY 1978 shelf loan
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While dependence on traditional farming methods may be primarily a
function of inadequate credit systems and, perhaps, limited technical
knowledge, it is the Mission's belief that it may, in many cases, be merely
the consequence of an unreliable and fragmented system of delivering agrie
cultural inpputs 1/ to the end-user. The source of these inadequacies of
agricultural input delivery lies in (1) a weak plannlng capability,
particularly regarding allocation of supplies, input mix, and adaptation
of modern alternatives, (2) insufficient infrastructure for delivery and
storage, (3) insufficient supply, often at unreasonable prices, poorly-
timed, and inappropriate to regional conditions, and (4) weak or non-
existent organizational 1inkages among input supplier and agr1cu1tura1
producers.

The disproportionate share of the costs of these inadequacies in the
"system fall on producers in the sierra and high jungle. It is this group
which has traditionally been discriminated against in allocation of scarce
fertilizer, which can least afford to pay the high marginal costs of in-
efficient transportation and inappropriately capital-intensive farm ma-
chinery, which cannot run the risk of poorly~timed delivery of critical
inputs, and which, for leck of access to modern alternatives, is ‘unable
to escape the relentless pressures of an increasing man-land ratic and
. declining so0il fertility.

Project Description

The proposed response to the problem is a project to promote domestic
production of vital inputs and to improve systems for their distribution
and use. To achieve this objective, USAID/Peru proposes to provide loan-
financed assistance to the state-~reqgulated input marketing company. ENCI
(Empresa Nacional de Comercializacibn de Insumos), established in 1974,
has been charged by the GOP to handle sales of critical agricultural and
industrial inputs., In the agricultural sector, this function currently
includes importing and distributing fertilizer. To fulfill this function,
ENCI purchases fertilizer from both foreign and local (state-owned) sup-
pliers, coordinates sales according to regional allecations, using local
private distributors where possible, maintains a system of product pro-
motion and supplies delivery, and finances construction of storage and
marketing facilities where needed. ENCI is alsc programmed to assume sim=-
ilar responsibility for seeds and insecticides in the future. Given
quantum jumps in domestic fertilizer production and consumptionsincreased
demand for agricultural inputs from areas newly brought into production
. under major irrigation schemes, and expanded responsibility, ENCI will,
hy 1978, require considerably increased levels of financing.

1l/For the purpose of this project, "inputs" will include
improved seeds, agro-chemicals, farm tools, and macha.nery.
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In response to these needs, the proposed project would be designed
to capitalize ENCI's current operations and promote rational expansion into
complementary activities. The following kinds of investments would be
financed: : _

1) increased working capital for ENCI to handle expanded
inventory of fertilizer, seeds, and agricultural tools;

2) ‘procurement and infrastructure construction required by.
ENCI to rationalize and expand input delivery, e.g.,
equipment and facilities for mixing fertilizers, handling,
storage, and transportation;

3) technical assistance and training in (a) planning supply
and delivery of agro-chemicals, (b) assessing regional
demand for seeds and fertilizers and appropriate input
mix to provide a basis for ENCI allocation planning, and
{c) inventory management; and, as a tentative proposal;

4) acquisition by ENCI of engineering designs for adapted farm
tools and machinery and financing for small rural enterprises
capable of manufacturing or assembling proto-type products
or serving as local distributors on behalf of ENCI.

Key Assumptions

There are three assumptions central to the rationale and design of =
the project. The first of these is that there are producers in the sierra
and high jungle who, having adequate access to credit, could and would’
utilize more fertilizer, seeds, and tools than currently if adequate supplies
of appropriate inputs were available on a timely basis, and that the
increment in this demand is sufficient to warrant investment in a delivery
system to serve them. While the extent of this unmet demand remains to be
determined, it is clear from the field experience of Mission personnel and
reports from cooperatives and GOP zonal staff that fertilizer purchases are
discouraged by ill-timed and undependable delivery, that certified seed,
representing less than 10% of the seed in current use, is difficult to
obtain, even in Lima, and that there is an active interest, particularly
in the cooperatives, in buying farm tools and small-scale machinery, if
appropriate equipment were available at reasonable prices. Moreover,

" major GOP investment programs in recent years have been directed at re-
lieving the credit, water, and technical constraints to demand for agri-
cultural inputs: a 50% increase in the authorized capital of the Agrarian
Bank together with a decentralization of Bank operations, roughly '
$250 million in irrigation schemes, and a reorganization of the GOP

extension services to target technical assistance on the newly-corisolidated
production enterprises created under the Agrarian Reform. These programs
will no doubt generate an increment in real demand for fertilizers, improved
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geed, and farm eqhipmsnt which ENCI'may be unable to attend without an
increase in its financial resources and delivery infrastructure.

The second key assumption underlying the project design is the
efficiency of ENCI assuming additional responsibilities., ENCI was original-
ly organized to assume the single function of importing a wide variety of
inputs; fertilizer was only one of a dozen commodities under ENCI's import
monoptly. It has now moved into sales and distribution of these inputs.
The addition of seeds and farm equipmant to its roster of responsibilities,
as proposed under this project, is considered by top ENCI persconnel to be
a logical complement to ENCI's currenk operations, optimizing utilization
of an existing administrative infrastructure. This assumption, however,
will be subject to verification in an analysis of the input delivery
sector to be carried out for the PP.

Other Activities

This project will reinforce all other efforts designed to increase
food production by improving the systems for delivery of inputs to the
end-user. Its most significant impact is likely to be in newly-irrigated
highland areas, such as those to be benefitted under the A,I.D. sierra
irrigation loan project and IDB's credit line for medium~scale irrigation
works, where expanded cultivation of highland soils will introduce the
need for adapted farm machinery for timely field preparation and harvest,
seed responsive to highland conditions, and fertilizer supplies in amournts
required to restore depleted fertility and to optimize water use efficiency.
Linkages are numerous with other production-oriented programs of A.I.D.,

" such as its proposed grants in corn production and rural diversification
and its proposed FY 78 loan for development of sub-tropical lands.

The project will also complemert related institution-building
efforts directed at capitalizing agricultural econcmic units and improving
linkages within the sector, It is anticipated that Agricultural Cooperative
Federations, or CENTRALS, which are the target beneficiaries of an A.I.D,
loan, will serve as outlets for distribution of agricultural inputs to
their member cooperatives. The proposed A.I.D. loan to establish an
Agricultural Services, Production, and Marketing Fund, by re~introducing
commercial banks to lending in the agricultural sector, will foster an
on~going source of finance capital to agricultural production enterprises
and local agriculture-related businesses; capitalization of these operations
likewise will generate and assure a continued demand for farm equipment
and othexr inputs. : ‘

Alternatives

It appears that the GOP has firmly decided to maintain'an active
role in the marketing of key inputs, having recently granted ENCI exclusive
rights to buy and sell all fertilizer supplies, imported or domestic.
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This role has taken the form of horizontally-organized control over a few
critical links in the marketing chain rather than a vertically-integrated
enterprise which would handle all links in the marketing chain, including
distribution to end~users. A.I.D. supports this policy in proposing a
project which, by adding seed and farm machinery to ENCI's responsibilities
and by encouraging dependence on independent distributors and manufacturers,
reinforceg ENCI's existing organizational pattern.

One posgible alternative to the project as currently conceived would
concentrate exclusively on improving ENCI's management of fertilizer. Such
a project would require considerably fewer financial resources, would be
administratively simple, and would respond to the sectoral problems as
outlined above. However, it would only be a partial response, leaving un-
attended the problem of providing improved seed and needed farm teols and
machinery appropriately designed for use under sierra and high jungle
cultivation conditions. Under the umbrella of ENCI's administration it
may prove to be efficient to expand into the complementary activities
related to seed and/or farm tools. Moreover, it may be possible to pro-
vide the needed impetus to the private sector to respond to the need for
design, manufacture, and supply of adapted equipment. Once a demand is
proven, at minimum risk to the private sector by virtue of a one-time
sudsidy by ENCI, the private sector can continue to supply it, establishing
a continuing market linkage. This project provides a timely opportunity
to encourage a rational growth pattern for ENCI as well as the develop-
ment of a source of supply of appropriate farm tools and simple machinery,
and the establishment of the critical market linkages.

Beneficiaries

As noted above, the disproportionate share of the costs of the in-
efficiencies of the existing input delivery system is borne by the producers
in the sierra and high jungle, Of the current national fertilizer con- '
sumption of 400,000 tons, 85% is consumed on the coast, the balance re-
presenting consumption primarily by north and central sierra producers.
There is practically no fertilizer use in the southern sierra and jungle
areas. Similar patterns apply to other inputs, The reasons for these
consumption patterns are complex, but a major factor is the lack of dellvery
infrastructure and a historical discrimination in allocation of scarce
supplies. By relieving congtraints in supply and by financing infrastructure
investments, the critical beneficial impact of the progect will be felt by
producers in the sierra and high jungle.

In order to ensure that these potential benefits are more closely
targeted to these groups, project activities may be focussed on selected
areas in these regions. Area selection will be made so as to complement
prior investments in irrigation and settlement schemes and in accordance
with GOP production priorities and regional demand for inputs.
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II. Financial Requirements

To finance the proposed project investments, it is estimated that
ENCI would require approximately $15 to $20 million over a period of
four yearg, It is proposed that $10 million of this total be provided
under an A.I.D. loan; the loan would finance (1) procurement of handling
and storage facilities, mixing equipment, delivery vehicles, and construc-
tion services; (2) technical assistunce and training for ENCI personnel;
and, possibly, (3) credit to local manufacturers and distributors under
sontract to ENCI. A significant share of the A.I.D, loan may be required
to finance dollar costs cf off-shore procurement of goods and services.

The balance of project costs will be aasumed by the GOP as counter~
part. The great bulk of these will represent an increase in ENCI's
‘working capital for inventory purchases, financed by a GOP budgetary
transfer to ENCI., Other operating expenses would be defrayed by ENCI.

A tentative budget breakdown (s given below. Final estimates of
project financing requirements will be made with the view to capitalizing
ENCI at a level sufficiert to assure on-going viability as a self-financing
enterprise operating on 2 scope considerably broader than its current one.

In Thousands of U.S. Dollars

Project Costs A.I.D. GOP
Handling and ‘storage

aquipment and ifacilities 5,000 2,500
Traneportation infra-

structure . 7 2,000 - : 2,500
Working capital * - 4,000

Technical assistance and

training : 1,000 \ -
Credit to manufacturers AN

.and distributors o 2,000 1,000
TOTAL I 10,000 . 10,000

}

1TI. Project Developmenﬁ Scheduie

Further development of this project will necessitate a full analysis
of the existing system of agricultural input marketing, especially ENCI's
current fertilizer operations, patterns of supply in: the private sector of
seeds and farm tools, and demand fcr inputs. The first part of this
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‘analysis will be done by a consultant, financed by FaU, whom ENCI has
contracted to perform a diagnostic study of their delivery system; this
gstudy is to begin in July and preliminary results will be available in
September. Conclusions from this diagnostic analysis will be critical
to assessing the efficiency of ENCI's operations and determining the
cxtent to which ENCI could, economically and administratively, expand
into other activities. An examination of privatce sector activities in
input gupply will be reguired to identify what is now being produced, at
what prices, how distributed and to whom, and potential interest in
cooperating with ENCI in this project. And last, a study of demand for
agricultural inputs will be required to verify that a significant unmet
effective demand for agricultural inputs exists which does not depend
on relieving constraints on other production factors. :

Current Mission planning calls for development of this project as
a FY 78 shelf loan, which will require PRP submisgion by Octcber, 1976.
Preliminary findings on the three areas of analysis described above
will provide the Mission with a sufficient basis to determine potential
project feasibility by that time. If the PRP is submitted and approved,
the Mission will proceed with feasibility studies regquired for the PP,
probably contracting the services of an agricultural economist and a
specialigt in input marketing to assist USAID and ENCI in the necessary -
analyses., PP submission could be planned for mid-1977.

IvV. Policy Issues

In addition to the expansion of ENCI into other activities (see pp.4
and 5), which is as much a policy as an economic and adminigtrative
questlon, the project faces yel another significant issue relating to GOP
administrative policy. The sub-sector of marketing in the agriculture
sector is currently dominated by a variety of state enterprises which
have been created and have grown rather haphazardly and inefficiently.

The lines of responsibility among the three major enterprises (ENCI, EPCHAP,
and EPSA) are vague and to some extent arbitrarily drawn. These features
attribute to the sub-sector considerable administrative confusion and
instability. The Mission believes that any investment in ENCX would
require prior clarification by the GOP of respeonsibilities and plans for
future growth for all participants in the sub-sector, to assure a meaning-
ful, continuing, technical role for ENCI. :
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PID ~ INTERMEDIATE RURAL TECHNOGLOGLES

I. SUMMARY OF THE PROBLEM AND FROPOSED RESPONSE

A. Sector Goals and Specific Problems

The primary goal of the agricultural sector is to increase
productivity, incomes, employment and nutrxrition among the poor,
espacially the rural poor. The obstacles to satisfactory realization
of this goal in Peru are nowvhere as formidable as in the sierra which
holds 40% of the rural inhabitants and most of the rural poor. Aver-
age per capita incomes for rmuch of this impoverished zone range
between $107 and $79. PFarm incomes are circumscribed by the severe
climate, limited land base, undependakle rainfall and lack of inputs,
appropriate machinery and off-farm emgloyment opportunities. A
scarcity of handling and storage facilities further limits the farm-
ers' ability to influence markets in their favor. Capital intensive
processing facilities far from the sierra reduce employment oppor-
tunities. Per capita incomas are so low and rigks so high that
virtually no investment is made in agriculture. Only a minute frac-
tion use mechanical energy, fertilizers or other non~traditional
inputs.

B. Project Response

The purpose of this project is to develop appropriate low-
cost alternative technical agricultural, and agro~industrial respon-
ses to problems of low productivity, underemployment, and dis-
advantageous marketing arrangements. Intermediate technologies
illustrative of the kind envigaged mav involve: (1) Improved
animal and mechanically powered tool ‘“zechnology and innovative
means of administering their employment so as to increase employ-~
ment levels; (2) employment of natural freezing conditions for
food preservation and storazge which would consist of traditional
methods modified. for presert market conditions, thus adding value
to farm products and regqulating the flow to market; (3) promotion
of local agro-industries besed on the foregoing technologies and
employing rural people in manufacturing, construction, installation
and maintenance of facilities, equipment, and machinery, or in food
and feed handling and processing within the project area; (4) the
use of solar and wind energy for pumping, drying and processings
and (5) methane generators and crop bi-product energy for drying,
processing, heating and cooking, thus replacing the scarce wood
and manure now used for the latter two purposes.

The focus of the piroject will be on appropriate machinery
and equipment for the crops in the project area. This hardware
will be designed to facilitate productive improvements on current
‘practices in crop production, food handling and food processing.

The project will concentrate on forward and backward linkages -



starting with the production process, moving back to machinery
inputs and forward to handling and processing to achieve more
employment and higher incomes. In other words, a level of
production technology will be selected which increases overall
employment in product:ion, manufacturing and processing, thus
increasing overall incomes through better yields and value
added, and eliminating seascnal peaks and valleys of employ-
ment..

This Grant Project will develop, field-test, and de-
monstrate intermediate technologies of the type described above.
Specific outputs may include locally built, field tested golar
and wind powered generators and bio-gas units, small-scale
mechanization and water pumping systems for irrigation, grain

driers and low energy freeze-dryers for fruit, vegetables, fish

and meat, improved means for producing and delivering meat and
"milk, pilot processing complexes, pilot beekeeping industries,
production and intermediate storage and handling systems for
traditional sierra food crops and forages such as corn, gginua,.
cafiihua,  habas, potatoes, and alfalfa., A pilot cottage industry
which processes fibrous cactus into bags and other marketable
items is another example of the types of alternatives that may
be explored to take advantage of existing resources now unused.

Inputs required to produce the cutputs will include
technical assistance in agricultural engineering, industrial
~ systems design, food technology, and economics, totaling about
8 years of services during the estimated four year life of the
project. -These services will contribute to feasibility studies
needed for each sub-project. Commodities procured off-shore
for the project may include vehicles for transportation of ad-
visors and counterparts, essential companents for pilot energy
systems, and prototype machinery for on-farm testing. 1In
country procurement will involve building materials, machinery
and equipment components of local manufacture and expendable
materials and supplies,

C. Linkages and Duration

There are several complementary projects in progress or

ready for implementation. A soybean and highland corn production

project using a .systems approach is completely integrated into
the production - marketing economy but could benefit from asso-
ciation with the activities contemplated here. oOn-farm drying
~and cleaning of soybeans using inexpensive, low energy means

71.
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would guarantee higher quality soybeans and a higher net return

to farmers. Processing corn into flour for use in bread would

add value to the product and help eliminate seasonal price
fluctuations, thus stimulating highland corn production. Develop~:
ing new energy sources would free up for highland corn fert:l;zatlon
the manure now used for cooking and heating.

In addition, a loan to develop service cooperatives and a
loan for small sierra irrigation projects potentially stand to
benefit from the outputs of this project. The sierra irrigation
project will generate the need for new crop and livestock pro-
duction patterns, Traditional crops will be rotated with new
species during a longer growing season. With added irrigation
capacity, forage grasses and legumes should be introduced into
the traditional cropping pattern of corn, potatoes, and habas.
Modified mechanized systems would help and facilitate this
diversification. Adding value to crops through storage and
procegsing would stimulate production and employment, thus deri-
ving full benefit from sierra irrigation. Service cooperatives
could help disseminate the technology developed by this project
through their improved management and additional capital provided
by the A.1.D. loan. The various international centers such as
CIP, CIAT, CATIE, are carrying out research and development of
the multiple cropping techniques, new crop development, and im=
proved livestock; mach of the resulting basic research data can
be put on stream in Peruvian agriculture. The project will draw

. on these and other resources to ientify and exploit opportunities
for natural complementarities such as the use of casava grown in

the jungle to produce meat and milk in the cool climate of the
sierra and exploiting climatic conditions in the sierra for the
preservation of jungle products.

It igs anticipated that a four-year project life would allow
ample time for identification, experimentation, prototype develop~-
ment and adoption of several new technologies.

D. Possible Alternatives and the Basis for Selection

The USAID and the GOP have continually sought to improve
life in the sierra. There is a long history of development efforts
in the region, but, though some progress can be noted, the sierra
remains one of the marginal economic regions of Latin America and
the world. Modern farming practices have generally failed to take
root. Most advanced technologies are not applicable. The region
is in need of guitable techmologies that can be fitted into
traditional systems and draw upon existing resources and renew-
able energy gﬁpplies; such technologies should, wherever possible,
tend to arrest or reverse environmental deterioration, raise
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employment levels, productivity, and incomes. Agriculture, in
the pure sense, cannot do these things alone but it can serve
as a major driving force in an integrated system consisting of
agro~business, which feeds agricalture, and agro-industrial
transformation complexes which draw upon agriculture to create
new products and jobs. This preoject was selected for its
potential to create and strengthan these relationships to the
benefit of Peru's poorest people.

E. Beneficiaries and Replicability

The target group will be a portion of the rural sierra
population selected locally on the basis of relative poverty and
the presence of other AID/GOF or other donor activities which
are mutually compatible. Where lrrigation works are being
constructed, this project will support crop and mechanization
raegsearch. Where crop production projects are underway, trans-
formation technologies will be identified and tested. It is
helieved that it will be most beneficial to concentrate re-
search in two or three Departments of the sierra where the great-
est complementaries exist. The socio-economic status of the target
group is amply described in AID Loan PP's for Small Irrigation
Projects and the Corn/Soy grant project. They have annual per-
capita incomes of about $100, much of which is in-kind. They are
now only marginally related to the market economy and are among
the poorest of Peru's population, though, to take advantage of
the technologies envisaged by this project they may have already
developed minimal market linkages and have same appreciation for
modernized production techniques.

Though activities will be regionally concentrated, research
and development methodology will promote the spread. of the techno-
logies derived from the project., Existing small manufacturing
enterprises will be enployed to assemble and.construct the neces-
sary hardware and stxuctures, prototype machinery and energy units,
dryers, generatoxs and storage and handling .facilities. They will
be involved in the design of these things as well as in their
construction so that the successful technology will be in the
hands of people with hoth the experience and the incentive need-
ed to spread it. These enterprises may be of the social property,
cooperative, or small business communities.

IXI. FINANCIAL REQUIREMENTS AND PLANS

_ The estimated total cost of the project is $2.5 million of
which $1.8 million would be supplied by an A,X.D, grant and §.7
million (28%) by the GOP. Below is an lllustrative cost breakdown
for the four year proect period.

730
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- § 000

Ar.p.  G.0.P.
FX ic FX :c'__
Technical Assistance 670 530 | 575
Commodities - 300 _300 . .25
Suh-totai;- 910 B30 - 700 |
TOTAL AID: 41,800
TOTAL GOP: | - : - $700

Estimated FY 6bligations are:.

FY-1978 FY-1979 FY-1980 Fy-1981

AID . 600 465 435 300
GoP . 250 200 150 100 -
TOTAL; | 850 ~ 665 ~ 585 400

'III. PROJECT DEVELOPMENT

This project concept has been discussed in broad outline with |
personnel of the Minigtries of Agriculture and Food. It is likely
to involve other Ministries and Institutions as well. These may |
include the Ministry of Commerce and Industry and the Institute for '
Technical Industrial Research and standards. The project is believed
to be compatible with overall GOP policies and plans. However, close
consultation with Ministerial Planning Offices and the National Plan- -
ning Institute will be required to assure complete integration with
the total development activity, to narrow down the field of counter-

- part institutions and identify priority areas of concentration.

Technical support funds will be employed during PRP prepara-
tion to acquire the expertise to identify problem areas and oppor-
tunities and evaluate potential interventions in specific areas for : :
their economic benefits and employment generation. The PRP will be ~ o
submitted in October, 1976 and the PP in August, 1977. L :
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IV. POLICY ISSUES

buring PRP preparation, the selection of specific target groups
will be a matter of primary concern for discussion with the GOP.
On the one hand the project should seek to benefit the poorest
people possible. On the other hand the cost per beneficiary may
be prohlbitively high if the groups beme fited are not in a position
to accept some risks, i.e., if they are operating at the very
bottom of the subsistence scale with few capital resources, vir-
tually no relationship with maxkets and with purely traditional
technologies. Therefore the policy which establishes the criteria
for target-group identification may be critical to project success.
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Pre~School Etl\;catlc'n for the Disadvantaged

I. Summary of the Problem to be Addressed and the Proposed
Response, :

A, Goal Statement and Problem to be Addressed

The goal of USAID/Pert. programs in the education
sector is directly supportive of GOP reform efforts to make the
education system more responsive to the needs of disadvantaged
Peruvians. This goal can be accomplished through a variety of
programs by focusing on increased access, greater relevancy,
and improved internal and exterrnal efficiencies within the educa-
tion system, To a significant extent, however, the individuals
who fall within AID's target population in Peru belong to lin-
guistic and cultural groups whick do not possess the skills and -
prior orientation required for success in the school system.

Despite the efforts which have been made in Peru to
reform the curriculum and make it more relevant to local needs,
many of the children from low income groups still have diffi-
culty in taking advantage of the few years of education they will
receive, To address this problem Peru has been considering
pre-school (early intervention) education programs as a means
to improve the future potential of the rural and urban poor.

The rationale for early intervention is based on the
judgement that success in school assumes that entering students
possess certain intellectual and behavioral skills., Children from
disadvantaged socio-economic populations frequently lack these
skills and have unusual difficulty in coping with the early years
of school. Once enrolled in school they tend to either drop out
or continue to repeat grades, As a result, wastage rates are
usually highest among children from indigenous or marginal
populations and it is these children who generally finish the
fewest number of years of schooling. For example, the
repetition rate in the first three grades of primary school in
Lima is 8. 8% in comparison to 20. 8% in the Puno region.



- Most researchers have traditionally att ributed these
deficiencies to a home environment which deprives children of
the type and amount of stimulation necessary for acquisition of
these skills. Another significant element which is often blamed
for the low level of intellectual functioning is malnutrition. Cal-
oric, and especially protein deprivation, have been identified as

contributing factors to the learning problems of young children. 1/

It has been suggested that programs of early interven-
tion could make a significant impact on success in school if those
who were readily identifiable as likely to have learning problems
were singled out prior to entering school and were brought up to
the level of social and intellectual function similar to the rest of
the population before entering the first grade, The most well
known of these programs and which gave the greatest impetus
to the rationale for early intervention was Project Head Start.

In addition to teaching behavioral and intellectual skills, Head
Start also attempted to provide a nutritional supplement on a
regular basis to all students enrolled in the program.

Despite some early doubts as to the worth of the Head
Start program, more recent evaluations of the program have
convinced educatdl_'s that early intervention can make a highly
significant impact on improving the school performance of '
children from disadvantaged populations.

B. Prior Pre-school Education Experience in Peru

A private program which began in Puno, Peru in 1967

- and which was adopted by the GOP as an official program in
1973 (with financial and PL 480 Title II assistance from
UNICEF and CARITAS) has demonstrated the potential for
success of early intervention programs within a developing
country context., The Puno Program combines many of the
elements of Project Head Start (including a nutrition component}

1/ See Cravioto and De Licardie, "The effect of Malnutrition on
the Individual' in Nutrition, National Development, and Plan-.

ning, Berg; Scrimshaw and Call eds. MIT Press 1973.
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as well as adding other dimensions, e.g. a high level of com-
munity involvement. The project at present includes over 150
pre~school locations with approximately 3, 000 students, the
vast majority of whoni are Quechua or Aymara monolingual
children from families who fall in the lowest 20% of socio-
economiv groups within Peru. '

The most convincing evidence of the success of the
project to date comes from a recently conducted USAID f{i-
nanced evaluation of the prograrn and from chservations made
by several primary school teackers who work in the area where
the program operates. The evaluation indicated that the level
of social and intellectual functioning of students in the pre-school
is significantly above the norm jor children of that age in the area.
Teachers have commented frequently on how readily one can
identify first grade students whc have been through the pre-
school program. In almost all cases these children are the
most alert, bright, irtellectually curious and successful
students in the primary schools in these areas. Not enough
time has passed, however, to fcllow the academic success of
these students over an extended period.

The way the program has evolved in Puno makes it dif-
ficult to systematically evaluate, since no baseline data were
collected when the project begar, Given the late start in build-
ing an evaluation component intc the program and the lack of a
reasonably sophisticated research design, it is impossible to
identify the specific factors which account for the positive
changes which have occurred.

An additional problem which is affecting the Puno pro-
gram is the me thod of compensating the volunteers who partic-
ipate in the program. Rather than using regularly paid MOE
teachers, the project has experimented with the use of members
of the community who receive training under the program and .
then are responsible for running each program, Initially the
volunteers were content to receive a very small stipend from
the MOE or the community. As they gain more experience they
are becoming less willing to work for only a small stipend and
are increasing their demands to be incorporated within the formal
teaching profession and to earn a minimal salary,
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C. Project Descriptibn:. Outputs, Assumﬁtions, Target
Group '

Baged on the Puno experience, the USAID is convinced
of the merit of attempting to establish a similar program in
another reglon of Peru in order to provide a controlled, low-

‘cost demonstration of the potential value of pre-school programs
in Peru, and elsewhere in Latin America. It is with this purpose
in mind that the proposed three year project herein described was
designed, -

- Project outputs which are necessary to the achievement
of the project purpose include trained community volunteers to
teach in the program, trained specialists in pre-school educa-
tion, curriculum, and educational measurement and evaluation
to manage and supervise pre-school programs; establishment of
a minimum of 100 pre-school education units; and enrollment of
approximately 2000 children aged 2 through 5 in test locations,
Other outputs include enlisting the participation of parents of
pre-school children to work in the program; developing, pro- -
ducing and distributing sets of teaching material; and preparing
research reports and publications for the project.

Several major assumptions are critical to the project's
success: 1) The techniques and methodologies developed in the
Punc project are readily transferable to other disadvantaged
populations within Peru, 2) Restricting the establishment of
programs to those communities which are able to afford stipends
for "volunteer' workers will be politically acceptable, 3} Final-
ly, a sufficient number of volunteers will be interested in conti-~
nuing to work with the program without becoming a formal part
of the teaching profession or earning the minimum teacher
salary.

The proposed project was designed with the idea of
reaching the poor est 20% of the Peruvian population, A recent
Mission study has id entified the relative position of all 150
provinces within Peru on the basis ofan index of 11 socio-economic
factors which are correlated with poverty within Peru. The sites
to be selected for the establishment of pre-school programs under
this project will be selected from communities in the bottom 20%.
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Rural and some urban sites for the project will be selected from one
or more of the most disadvantaged education regions within Peru.

The primary beneficiaries are the children aged 2-5 in
the above target population who will be enrolled in pre-school
programs, Parents as well as other members of the community
will also benefit as a result of the project by learning some basic
principles of sound nutrition and ways to provide effective educa-
tional stimuli to young children.

The Education Sector Assessment completed by the Mission .
in October 1975, identified pre-school education as one of the areas
which offers potentially high, but long term benefits to educational
investment. The major caveat which was expressed in the assess-
ment was that before such a program was undertaken, possible
solutions to budgetary implications be found. The favorable
evaluation of the Puno pre-schcol program which was recently
completed has indicated that a potential solution to the financial
constraint may be found if the establishment of pre-school pro-
grams is conditioned by a determination that there exists a modest
level of community resources and interest which is sufficient to
support a significant element of program costs.

D. Alternatives

USAID is already providing assistance to a relatively
similar target population through its Bilingual Education Project.
That project represents an attempt to address the disad vantage
of not speaking Spanish faced by large numbers of Peruvian
children. It is ahtici.pated that the provision of partial instruc-
tion in Quechua (the language spoken by a large segmet of the
rural poor) in the first three grades of school should lead to a
more relevant education for these children while facilitating
transition to the school system, This bilingual education is a
necessary element in a prograra to overcome the special
. problems of the target group. However, other program ele-
ments, such as pre-school education, are also necessary to
compensate for the additional socio-economic disadvantages of
the target population,
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Another major area indicated in the assessment as being
appropriate for USAID assistance deals with programs, especial-
ly non-formal, for an older age group {15-39) within the target
population. While USAID continues to maintain a strong interest
in this age group and is aware that the impact of programs for
this group are highly visible in a short period and can make
significant contribution to development efforts, the failure of
the Division within the Ministry to implement a previously ap-
proved Non~-Formal Education Grant Project, thus requiring its
recent deobligation, makes it unlikely that AID and the MOE could
agree at this time to other assistance in the non-formal area. For
this reason USAID believes that under present circumstances, and
given Peruvian interest in this area, a pre-school program repre-
sents a promising area of assistance at thie time with potentially
significant impact on the target group. :

II. Financial Requirements and Plans.

- The total project cost, over a three year period, is estimated
~ at $850, 000 of which $560, 000 would be grant financed by AID. It
is also contemplated that AID will provide up to $300, 000 worth

of PL 480 Title II food to be used for a pre-school feeding compo-
nent of the program., The tentative project budgets for AID and
the GOP are as follows: ' -

AID

(1) Technical Asgistance
Short and long term technicians (6) for 55 mm
at $5, 000 per/mm in curriculum development,
materials design, psychometrics, testing and
evaluation. ' $275, 000

(2) Participant Training (U.S, and third Country)
'~ Short and long-term training for 8 partici-
pants totalling 38 mm in pre-school educa-
tion, curriculum, educational measurement N
and evaluation, 50, 000
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(3) Commodities _ _
Samples of tesling and teaching material,
educational garnes and puzzles, cassette
recorders and cassettes, and duplicating

equipment, _ $ 175,000
{(4) Other Costs
Local training (seminars & workshops) . 75,000
Publications /material production - 30,000
Research and Evaluation 55, 000"
Total AID Contribution | $ 560, 000
GOP
. (1) MOE Supervisory and project personnel ' 85, 000
- {2) Community & GOP contribution for .
volunteers _ 115, 000
_ .
(3) Office supplies and materials 60, 000
(4) Local training (seminars and workshops) 30, 000
$ 290, 000

It is anticipated that as a result of this project the GOP should
be able to gradually expand the program throughout the country's
disadvantaged areas., The type and quantity of technical assist~
ance and training being provid=d under the project should provide
a sufficient cadre of Peruvian specialists who would be capable of
expanding the project with only minimal outside assistance. =

HI. Development of the Project.

The USAID recently financed a modest evaluation of the project
in Puno using locally available talent. The evaluation indicated the
importance and contribution the project is making to Peruvian educa-
tion, In addition, the evaluation highlighted several weaknesses in
the program and areas which require further research. Building

i U ot T AT AL ¥ A o ke v vitre s e s
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on this evaluation, the USAID (using Techni_ca.l_Support funds) and
UNICEF plan to jolntly finance a follow~up to the evaluation using
the services of the High Scope Foundatlion.

The plitpose of these services is to help provide concrete sug-

gestiohs to personnel in Puno to improve the operation of the pro-
gram and to incorporate evaluation as part of an ongoing element
and process within the project. A secondary purpose is to assist
the USAID in project design and to detail the necessary require-
ments for project development. These services are programmed
during the period between July and October, 1976, The data
generated by the High Scope Foundation should provide a signifi-
cant portion of the information needed to prepare a PRP, which
the USAID anticipates submitting in October, 1976. No AID/W
resources will be needed for the development of the PRP,

The PRP should indicate those areas which will require ad-
ditional analysis in preparation of the PP. It is estimated that.
~ approximately one man month of TDY assistance from AID/W will
be required for the economic analysis, Tentative date for sub-
mission of PP is August 1977. '

IV. Issues of a Policy of Programmatic Nature,

1. The major issue relates to the financial capacity of the
GOP to carry out such a program on a national basis, The ex-
perience in Puno to date has generated useful evidence of the
technical soundness of the project and the education benefits
which accrue to students who participate in the program. The
program has largely been staffed by volunteer teachers who
until recently have been willing to work for only very modest
compensation. After several years of participating in the project
these individuals are seeking formal recognition from the MOE
of their right to be incorporated into the teaching profession and
‘to earn an appropiate salary. Preliminary calculations have
demonstrated that such a solution far exceeds the capacity of
the Ministry of Education. As an alternative, and to make the
project financially feasible, the MOE is considering the pos-
sibility of offering pre-school programs only in those areas
which are able to pay the volunteers a wage which is sufficient
‘to keep them in the program. In the course of project develop-
ment USAID and the MOE will explore the practicability of this
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solution as well as exploring other alternatives, such as increased
participation by mothers,

2.  While the pre-school education concept has heen tested
fairly successfully in the Depa rtment of Puno, the transferability
of the program to other social and cultural settings remains to be
demonstrated, In addition to testing the type d program developed
in Puno in other areas, the present project will also attempt to
demonstrate the effects of pre-sachool education on a more system-
atic basis. A particular issue which will be addressed is the degree
to which specific factors can be identified as being those responsible
for producing changes in student attitudes, knowledge and behaviour,

3. Although the primary emphasis in this program will be in
establishing pre-~schcol sites in rural areas containing disadvantaged
populations, it is also anticipated that some sites may be located
in urban areas {pueblos j6venes and inner city slums). The extent
to which sites may be selected within urban areas will depend on
their meeting the criteria which will place the population within
the disadvantaged target group.
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Rural Job Skill Training

I. Sswmary of the Problem to be Addressed and Propoged Regponsge

A. Goal statement and Problem to be Addressed

the goal of USAID/Peru programs in the education sector
is directly supportive of GOP reform efforts to make the education
system more responsive to the needs of disadvantaged Peruvians.
This goal can be accomplished through a variety of programs by
focusgsing on increased access, greater relevancy, and improved
internal and external efficiencies within the education system,
Such programs should lead to increased participation of the
target population in the social and economic development process
and on a personal level, lead to better employment opportunities,
and an increasing share of the economic wealth for the group.

One of the critical problems that Peru faces in carrying
out its many development programs and creating better opportunities
for low income population groups is both the lack of trained man-
power and the lack of training facilities that can reach these
groups with relevant training programs. Training programs for
unskilled, semi-gkilled and middle level workers exist for the
most part in the larger urban areas and cater directly to large
industries through their apprentice and on the job offerings.,
Few, if any, training programs exigt that reach the smaller
industries and businesses (15 or less employees) in rural areas
where the most marginal population groups are located,

87.

In our Sector Assessment of 1975 USAID/Peru identified the

population age group between 15-39 with little or no education as
the group most likely to benefit from additional education and
training, and likely to have the most immediate impact on GOP
economic and social development goals. A study on relative
poverty in Peru currently being conducted by the Mission indicates
that only 32.5% (7.2% in rural areas) of the population over 15
years of age have completed Primary Education (grades 1-5),
UNESCO suggests a minimum 5 years of education to achieve
"functional literacy",

Various Government entities are making efforts to develop
programs, provide some basic edacation for these groups and/or
training programs that do not raguire high levels of literacy,
and also that meet Peruvian manpower requirements. Some programs
are still in the development stages but others face critical
problems in finding experienced and qualified personnel to provide
this job related training to marginal population groups,
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Perhaps the only institution in Peru with the expertise
and talent to develop appropriate skill training programs is the
"gervicio Nacional de Adiestramiento de Industria y Turismo"
{SENATI). Patterned after SENAI in Brazil and SENA in Colombia,
it is generally regarded asg the most successful training institu-
tion in Peru. SENATI functions as a semi-autonomous ingtitution
under the Ministry of Industries and Tourism and is Peru's primary
ingtrument for industrial training., It enjoys an excellent
reputation for its effective administration, stability as a
training institution and has been a trail blazer in developing
industrial training programs for young 9irls fram low-income
families,

Founded in 1961 with a single facility in Lima, and
financed primarly through a payroll tax levied on all manufacturing
enterprises employing 15 or more workers, SENATI has expanded {with
major assistance from the U.K., Holland, Germany and Japan) in the
past 15 years and now has regional institutions in Arequipa and
Chiclayo and additional regional facilities planned for Iguitos,
Pucallpa and Trujillo.

A more recent innovation by SENATI has been the development
of mobile training units which operate out of the regional facilities
in an effort to reach population groups without access to training
facilities, These mobile units have offered training programs in
automotive mechanics, maintenance mechanics, electricity and
refrigeration, agro-industry and, more recently, food processing.

During the pagt five years these mobile units have func-
tioned very successfully and have proven to be an effective
outreach instrument making SENATI training expertise available
to the more accessible rural areas. SENATI recognizes the
importance of continuing this program, but also realizes that a
great percentage of the population with training needs remain
inaccessible to the mobile units.

B. Project Descriptions Outputs, Assumptions, Target Groups

Based on SENATI's experience with mobile units the USAID
is convinced of the merit of attempting to build upon this effort
and expand SENATI's outreach capability in order to benefit
additional members of the target population. It is with this
purpose in mind that the proposed three-year project herein
described was designed.
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wWhile SENATI has received. in the past and continues to
receive significant technical asgistance fram a variety of
international demors, USAID believes that with the changing
emphasis in the proposed progran the influx of further technical
agsigtance from an additional source is entirely appropriate.
The type of expertise to be provided, egpecially programmed
ingtruction and radio programmi.ng,represents a departure from
the traditional programgs offered by SENATI. These two areas are
oneg in which AID and U.S. specialists have developed significant
expertise. We propose to utilize the findings and instructional
materials of the B,V.E. radio education experiment in Guatemala
in the project implementation phase, We will also attempt to
adapt programmed instruction materials developed for vocational
training courses in the U.S5., HNReither radio nor programmed
instruction has been tried at SEMATY as yet.

Project ocutputs under this project include trained pro- .
moters to work at the community level, trained specialists in
programmed instructicn; the conducting of a minimum of 200 skills
training courses; enrollment of approximately 10,000 male and
female unskilled and semi-skilled workers aged 15 through 39.

Six mini-mobile units will be placed in operation, three in each
rural target area to be selected. Other outputs include the
development of packages of programmed instructional materials
(for semi-literate and illiterate adults) in basic areas such as
mathematicss the production and evaluation of 250 hours of radio
programming in vocational educat:ion, and the compilation of base~
line data (a needs suxrvey) and research reports.

Several major assumptions are critical to the project's
success:

{1) Programs of wocational education can be transmitited
via radic broadcasts provided that there exists a
sufficient inter-personal cammunication between
students and instructors/promoters.

(2) There is a sufficient concentration of individuals
who fall in the target population to justify the
establighment of courses of the type which could
be offered by SENATI. '

(3) Transportation network is sufficient to permit
' mcbile units to reach the target population,



C. Other Donors

Many outside donors have been involved in the development
of SENATI's multi-~million dollar training complex. Germany,
Belgium, Canada, France, Italy, England and Japan have provided
expertise, equipment and training to SENATI. Holland assisted
with the pllot mobile unit efforts and has successfully terminated
its asslstance program. With the exception of Holland's effort
almost all assistance has been provided to SENATI/Lima, It is to
SENATI's credit that they have coordinated all of these inputs
effectively and have maximized the benefits of technical assigt-
ance through their receptivity to outside advice.

No other donors are involved directly in the type of
training activities being proposed herein. However, this project
is likely to provide training to some small industries receiving
financing under AID's Rural Enterprise Development Loan.

D. Target Population

Given that the target population for this project must be
presently employed in either unskilled or semi-skilled occupations,
it is unlikely that the majority of the beneficiaries of this
program will be in the lowest 20% of the Peruvian population.
However, to the extent possible, effort®will be made to include
those within the lowest 20% as well as those within the next
quintile, The recent Mission study, which identified the rela-
tive position of all 150 provinces within Peru on the basis of
an index of 10 socio-economic factors which are correlated with
poverty in Peru, will be used to identify areas within which
programs will be established,

The pfimary beneficiaries are males and females aged 15
through 39 in the above target population who will enroll in the
various courses being offered in SENATI's outreach program. It
is anticipated that as a result of the training they will receive
these individuals will become more productive and increase their
employment productivity and opportunities. The training they
receive should also lead to increases in their share of national
income,

Programs which impart, via non-~formal methods, useful
employment skills are of the highest priority for reaching this
group, While USAID was unable to reach this target group work-
ing through Nen-Formal Education Division of the Ministry of
Education, it is anticipated that USAID can reach the target

90.
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population by collaborating with 3ENATI. Given the priority USAID
places on this age group, a skills training program through SENATI
is a promising area of assistance at this time and affords an
opportunity to make a significant impact on the target group.

II. Financial Requirements and Plans

The total project cost over a three-year period is estimated
at $950,000 of which $685,000 would be grant financed by AID. The
tentative project budgets for AID and SENATI are as follows:

AID
(1) Technical assistance short ani long-term
technicians (10) for €5 mm at $5,000/
per mm in vocational education, programmed
instruction, script writing for radio,
non-formal education and evalaation ' $325,000

(2) Participant training (U.S. and third
country) short-term training for six
participants totalling 30 mm in radio-
programming, programmed instruction
and evaluation , $40,000

{3) Commodities ,

: Radio equipment (for transmission and
recording) six 4-wheel drive wvehicles
for mini-mobile unite) and vocational

equipment and tools $150,000
{4) Other Costs :
local training $ 25,000
Teaching materials production $ 40,000
Research and evaluation : $105,000
Total $685,000
Peruvian

{1) SENATI supervisory personnel and staff

support $ 75,000
{2) Promoters' salaries ‘ $ 55,000
(3) Local training ' $ 60,000
(4) Supplies and materials $ 75,000

Total T $265,000
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It is anticipated that as a result of this program SENATI should be
able to gradually expand the program as the geographical coverage of
mobile units increases. To the extent that the mobile and mini-mobile
units can only reach certain areas of Peru, we do not expect that this
program will eventually have total national coverage for the target
population., However, considering the type and quantity of technical
assistance and training being provided SENATI should be in a position to
expand this program in the future with only minimal outside assistance.

111  Development of Project

A recently completed joint evaluation of the Mobile Units by SENATI
and the Government of Holland will form a basis for project development.
in addition, in order to complete the PRP in a timely manner USAID/Peru
will need the assistance (6 man weeks) of expertise in developing rural
training programs and radio education for rural areas. It is anticipated
that this assistance will be used to visit potential target areas in order
to make a preliminary assessment of target population needs, feasibility of
radio transmission and determination of estimated size of target population.
Existing staff, in addition to this assistance, can prepare the document by
October 1976.

The development of the PP will require similar expertise as cited
above as well as a programmed instruction specialist with skills in developing
pictoral prograrmed materials for semi-literate and illiterate population
groups. We anticipate submission of the PP in July of 1977.

v Issues of a policy of programmatic nature

(1) . A major issue relates to SENATI's ability to lower the per student
cost of vocational education. Preliminary estimates of per
student cost with the mobile unit program had been approximately $500 per
graduate for an average of 50 hours of instruction. The introduction of
programmed instructional materials, the increase of audience through providion
of radio programming, as well as the use of less costly promoters, has the
potential for eventually providing effective job-skilled training at a lower
cost.

{(2) A second issue is; given the heavy. involvement of other donors in
the past several years, should USAID/Peru concern itself with developing yet
additional programs with SENATI.

{(3) PFinally, given that most of the beneficiaries of this program are
already employed in either unskilled or semi-skilled jobs, the question
arises of whether they fall within USAID's target population. In preparation
of the PRP it is expected that sufficient data will be collected to address
this issue.
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RESPONSIELE PARENTHOOD PROGRAM

I Summary of the problems to be addressed and the proposed response

The 1972 Census estimated the population in Peru to be 14.2 milljon
with a crude birthrate of 44.35 per thousgand, a death rate of 12,80
per thousand and an annual growth rate of 3,15 percent. Typical of
such a population growth rate is that the age structure in Peru is.
becoming younger each year. Data for 1972 indicate that 44.7% of
the population was in the 0-14 age group and the mean age of the
total population was estimated to be 19.

Even though a variety of other economic and social factors must also
be considered, this large and increasing dependant age group appears
to be a drag on Peru's rate of economic growth, The strain placed
on educational facilitieg for the burgeoning young population is
obvious from the data above, These population increases have also
had serious effects on agriculture and housing development efforts.
Health facilities, too, are increasingly pressed to deal with this
expanding population, particularly by mothers requiring institutional
care because of high rigks attendant to their having more children,
It is estimated that fifty percent of annual births are among high
and medium risk mothers who need institutional care. '

Since 1974, the GOP has become increasingly concerned with the rapidly
riging social and economic costs resulting from mothers who risk their
or their children's health and lives by having additional children
with and without adequate institutional care., The Government has
bequn to take a series of actions designed to reduce these undesirable
economic and social consequences. These actions have included the
provision of free institutional maternal and child care, and the
expansion of the health system. At the same time, the health
authorities, and especially the Instituto de Neonatologia y Proteccidn
Materno Infantil (INPROMI) which has responsibility for establishing
norms of operation and supervising activities in the MCH field,
recogniged the degirability of providing appropriate information and
serviceg, including child spacing, to high and medium risk mothers.
INPROMI thus undertock research to define high and medium risk
pregnancies in Peru and to prepare norms and appropriate action
program, o ‘
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In addition to the above actions motivated largely by health
considerations, the Government in May 1976 acknowleduged the
right of couples to determine family size and accepted the
obligation of rhe state 1o provide adequate facililies and
appropriate sceovices {exclusive of surgical services) to
enable couples to carry out their determination. This
devigion regulted from a presentation to the Cabinet by a
specilal commission which analyzed the interrelations between
demographic growth and the achievement of economic and social
objectives, with special emphasis on health.

A Project Agreement recently signed between USAID/Peru and the
. GOP provides assistarce to INPROMI in the initial development

of a responsible parenthood program. The target of the existing
program is to provide services o 80,000 women by the second year

of operation. Estimates by INPROMI are that 3.7 million women in
Peru are in the fertile age group and of this number 800,000 (or 20%)
fall in the high and medium risk categories. It is further estimated
that these 22% of the fertile age group account for nearly 50% of the
annual births.

The thnree year Project being proposed herein builds on this initial
effort and increases the target population from 80,000 to 265,000,
approximately 7% of the total number of women of fertile age in Peru
or, more significantly, 34% of thosc women who are in the medium and
high risk categories,

Since it is somewhat premature to speculate on the speed in which the
new GOP policy will bz implemented, it is thus difficult for the Mission
to propose programs aimed at target groups beyond those which are curren-
tly acceptable to the GOP. Moreover, in view of their disproportionate
contribution to birth rates, high and medium risk mothers would appear

to warrant special congideration under any program whether articulated

in health or demographic terms. Nevertheless, in view of the recent

GOP policy decision, it is expected that the proposed project, while
placing primary emphasis on high and medium risk mothers, would provide
information and services to all couples seeking such services.

In assisting the GOP to develop an infrastructure and deliver responsible
parenthood services for a limited percentage of the population, the
‘basic research and training will provide a sufficient base for achieving
the goal of a national level responsible parenthood program available to
all peruvian families. '

BEST AVAILABLE
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To achieve the project purpoee we estimate that approximately
1,500 nurte trainers, nurses, midwives and nurses aides will
he trained through short term (30 days) training programs.
Additionally 75 doctors will naeed short term (4-10 day) ori-
entatfon programg. Three hoalth program administrators will
recelve long term training (9 months).

Research results will be obtained on the following topics:

1. Methods of dissemination in providing responsible parenthood
services.

2. Survey of services preferred,
3. Acceptor and Non Acceptor characteristics.

Both stationary and mobile extension services emphasizing responsible
parenthood will be established. Inputs required to achieve the above
outputs include training and assignment to doctors, nurses, midwives
and assistants, medical equipment, a limited number of mobile units,
contraceptives, and technical asgsistance in the administration of
services, research statistics and demography.

Assumptions underlying the success of this project are as follows:

a. The GOP will implement a policy of allowing couples to
détermine family size and will provide appropriate ser- -
vices to these couples.

b. plans will be developed and implemented for expanding
health and community development services which place
major emphasis on responsible parenthood demonstration
programs, :

c. Laws and policies will continue to permit the dissemination
of responsible parenthood information.

d. Attitudinal studies will show an increaging awareness of the
advantages of having smaller families.

No other donors are presently involved in a significant way in the
regsponsible parenthood field in Peru. UNFPA has held discussions

on possible programs with the GOP over the last three years; to date,
however, these have resulted only in the recently announced agreement
to undertake a national fertility survey. Organizations such as POP
Council and FPIA with centrally funded AID grants have small inputs
into thig field, all of which are coordinated with USAID/Peru.




Given the sensitivities that still exist in Peru, we believe

a low key health related procram represents the most appropriate
mechanism for developing responsible parenthood programs. How-
ever, as indicated previously, if the environment changes we
feel that this project also provides the necessary base from
which to develop other progrems for a more rapid and broader
impact.

II Financial Requirements and Plan

The total project cost over a three year period is estimated at
$ 1,360,000 of which § 740,000 would be grant financed by AID,
Estimated project budgets are shown below:

AID

- Technical Assistance

_Forty man months of short~term and
long~term technicians at $ 5,000 per
month in Health Program Administration,

Demography, Murse Training and Biostatistics $ 195,000

B, Participants

Short and long-term training for approximately

24 medical acdministrators and technicians total-

ling 65 man months .8 75,000
C. Commodities

Equipment in the form of medical supplies
and mobile units s 75,000

Contraceptives . o 5 160,000
D. Other Costs

Research ‘ $ 125,000

Local Training ‘ ' $ 110,000

TOTAL AID $ 740,000

97.
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GOP
1.  personnel | - $ 300,000
2, Training ) ‘ ‘ _ ' ’
‘- Local : ' . $ 125,000
- Participants $ 55,000
3. Research : _ - - $ 100,000
‘4.  Equipment ‘ $ 40,000
TOTAL GOP $ 620,000

ITI  Development of Project

The Mission anticipates the prompt arrival of a full time Health
Populatimn Officer who would be available for the major input

into the PRP. With this Officer on board, outpide assistance at
the PRP stage probably will not ke necessary. At the PP stage we
will have the benefit of one year implementation experience with
the existing project and thus should benefit greatly in refining

'~ our output projections and cost estimates. We anticipate utilizing
approximately 15 days of consultant services at the PP stage.

_PRP submission ~ October 1976
PP submission Qctober 1977

v Issues of a Policy or Programming Nature

The major issue in undertaking this project is the general question

reqarding the extent to which AID bilateral assistance is desired

by the GOP in this sgensitive field, and the degree to which AID

should be involved directly as opposed to channelling resources

through U.S. and international population organigations. Once again

we believe that opportunities provided in the implementation of the

existing project will assist us in making that decision and arriving _
at an appropriate balance. _ _ ‘

L 1}
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OPERATIONAL PROGRAM GRANTS

Narrative Summary of Early Consultation

CARE -~ WATER, SEWAGE AND HEALTH PROGEAM IN RURAL TOWNS

Based upon early consultations, CARE (Cooperative for American Relief
Everywhere) has advisaed USAID/Peru that it will be submitting an
Operational Program Grant proposal in F¥Y-77 for $450,000 for a potable
water and sewage facilities program for small rural communities in the
Northern Sierra.

The small rural communities located in the Zone Affected by the 1970
Earthquake fall within the most marginal in Peru and possess such low
living standards that special assistance efforts are needed in every
field; i.e. agriculture, education, human promotion, employment and
health. The population of these rural communities suffer from a high
level of sanitary and disease problems. Water and sewage, especially,
are considered to be an ever presenl: source of infectious diseases,
axposing almost the entire population to diseases such as typhoid fever,
intestinal parasites, dysentery, infectious hepatitis, typhus and other
water-born diseases, all of which lead toloss of work capacity and high
early death rates. It is recognized that the availability of potable
water and sanitary sewage systems -- which at present do not reach even
3% of the rural population in Peru - combined with health education
programs would contribute substantially to the solution of one of the
basic problems of the Peruvian rural population,

For the Affected Zcne, data has been obtained which reflects the situation
rogarding basic facilities at the urban level, For example, in the
Department of Ancash, out of a total of 70,717 urban homes, 72% lack
electricity, 75% lack water, 76% lack sewage and B82% lack baths., Tha
gituation is even worse in the rural areas.

There have been some attempts to rewedy this situation in the Affected
Zone, USAID's Loan 055, Urban Reconstruction, for example, is providing
$6 Million to build water and sewage facilities in the squatter settle-
ments or urban slums ("pueblos jdvenes") in the Affected Zone. However,
small rural communities find themselves without access to such assistance.

CARE in Peru has had successful experience in carrying out programs that
combine water/sewage systems construction with health education in the
Southern Departments of Funo and Cuzco for several years now. CARE hag
experience also coordinating efforts with the GOP Regional Office for

the Development of the Affected Zone, ORDEZA, with whom a program to build
irrigation canals and school classrooms in the Department of Ancash and

La Libertad is being successfully carried out.

In an eifort to address the needs of the poor, small rural communities
in the Affected Zone, CAFE and ORDEZA have devised a combined project that
will include: a) construction of water and sewage systems in selected
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communitics and b) together with the Ministry of Health, a health educa-
tion program and vaccination campaign designed to educatce the recipicnts
of the assistance in the proper use of potable water and sewage facil-
ities and in the prevention and erradication of the water-born diseases
presently affecting the population, The program will be limited to rural
communities of less than 2,000 inhabitants.

CARE/Peru is expected to request from USAID an OPG in the amount of
$450,000 to carry out the program, which is estimated at a total cost

of almost one million dollars over a two-year period. The project
contemplates the construction of a minimum of 20 potable water systems
and 4 sewage systems during the first year of operation and at least the
same number during the second year. The communities will he selected by
ORDEZA and CARE, B

1f the project is approved, CARE will open an office in Huaraz, capital

of Ancash, and will provide administrative costs and salaries. ORDEZA
will provide professional staff to design the systems, prepare feasibil-
ity studies, and supervise construction and implementation of the projects.
The recipient communities will provide in-kind labor and materials avail-
able at the project sites. The Ministry of Health will provide personnel
to implement the health education and disease prevention program, AID's
contribution would cover purchase and transportation of construction
materials, most of which will be procured by CARE in the U.S.

The Ministry of Health will visit the selected communities at least once
a month and initiate a series of lectures and demonstration sessions on
health prevention practices and use and benefits of water and sewage
Facilities. Vaccination campaigns will be ¢arried out twice a year against
DPT, measles, smallpox and polio. These activities will be carried out
simultaneous with the construction of the water and sewage systems.

- BUDGET (Estimatc for two-year period)

Purchase of construction materials and

transportation $550,000

Equipment and salaries : 181,000
Community labor and materials available at _

project gite 263,000

' $994,000

Origin of Financial Resources: USAID S $450,000

' o ORDEZA {cash & in kind) 200,000

CARE/Peru : 181,000

Recipient Communities 163,000
' ' $994,000
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OPERATIONAL PROGRAM GRANTS

Narrative Summary of Barly Consultation

TEAM FOR HUMAN DEVELOPMENT? -~ IIBALTH AND ENVIRONMENTAL SANITATION

This proposed project is the result of extensive discussion with a local
Peruvian PVO, the Tram for Human Development (the Team). The Mission has
had prior experience with the Team (through small grant assistance made
available under the Special Development Activities Fund) and is impressed
with their dedication and work performance in the area of human resources
development,

During the past 30 years &n increasiag number of Peru's rural poor have
migrated to the country's major citias. These migrants, which in the case
of Lima increase at an estimated rata: of 8% per year, have settled in
squatter settlements knowr. as "pueblos jovenes" or young towns, Due to
lack of employment, sub-standard housing, inadequate health, educational
and cultural facilities, they have remained outside of the urban economy
and socially and culturally alienated from the national life,

The target of the project being proposed by the Team is Pamplona Alta, a
large "pueblo joven" on the outskirts of Lima. This community started

in 1962 by "invasions" of poor landless/homeless migrants from economically
poor areas of Peru. Today Pamplona Alta is a depressed squatter settlement
of more than 125,000 inhakitants and still swelling from population growth
within as well as from new waves of migration. The age profile is 40%
‘children (0 to 15); 20% youth (15-21); 39% adults (21-65), and 1% old people
(65 up).

It is estimated that within the emplovable age bracket of the population
in Pawmplona Alta, only 35% have permanent employment, mostly as blue-~cocllar
workers, civil construction workers, domestics and street vendors.,

In Pamplona Alta, 90% of the public areas have electricity. This is truly
the only facility the town has to offer. Fifty percent of the homes are
made of wooden or straw mats lined with plastic sheets to keep out the
wind. There is no potable water (or any type of water) source in Pamplona
Alta, There are no sewage or public latrine facilities and no garbage
collection. Garbage is heaped in open areas. Intestinal, respiratory and
skin diseases proliferate and medical facilities are limited to only two
small sanitary posts.

The Team for Human Development was fcunded in 1968 as a Peruvian, private
non-profit organization, dedicated tc the socilo-economic development of

the pueblos jdvenes populations of Pamplona BAlta and adjacent areas. The
Team views itself as a bridge between the isolated, marginal peoples of

the pueblos jdvenes, and outside development resources -- be they govern-
mental or private. Serving in this catalytic role, the Team motivates,
trains and prepares community groups and individuals within Pamplona Alta
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to articulate their problems and assume a major responsibility in solving'
them - . )

The Team has 8ix basic areas of activities to attain its goals: a) socio-
cultural difussion and community recreation, b) cooperation and coordination
of institutional services, ¢) support to neighborhood organizations,

d) children promotion, e¢) women promotion, and f) health and environmental
panitation, These six activities are carried out by the Team's 16 member
permanent staff and by approximately 100 university and college student
volunteers., In addition, the Team utilizes “"promoters" from the community
itself who have been trained by the Team to implement programs in child -
welfare and women promotion, They receive a modest allowance for their
services from the Team.

By training local leaders and creating organized groups such as parents'
associations, women's committees, etc., the Team is developing local
capacities which are gradually assuming responsibility for the implementa-
tion of community development programs, The Team's goal is to develop

and then turn over new projects to the community within a period of three
to five years., For example, under the children promotion program, two
children centers initiated under the Team's guidance are now being operated
by the local committees together with Government assistance. The Team '
has established 13 other children centers in several of the communities

of Pamplona Alta.

“The Team implements its programs through short courses, lectures, demonstra-
- tiong, dldactic waterial and some direct technical assistance, The Team's
experience and resources to date have moved both government ~- Ministries
of Health, Education, Housing, Agriculture, Municipal Councils, etc -- and
private -~ Red Cross, League Against Cancer, Boy Scouts, etc, -- to request
their cooperdtion and coordination. :

The Team is expected to submit a formal request for OPG assistance in the
amount of $155,000 to expand and intensify activities in health prevention
and environmental sanitation, including the nutrition sector,

The program, designed to be carried out within a maximum of three years,
will be addressed primarily toward women and children, and will cover:

I. Health Prevention Component:

A, Family Health: Use and storage of water, construction of household
water tanks, prevention and treatment of wmange and other skin
digseases,

B. Women's Health: General hygiene, pre and post natal care.

C.  Children's Health: General health practices, vaccination,campaigns
against measles, smallpox, DPT and polio. (This program contem-
plates training of local community members as assistants capable
of providing basic medical care.) =
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D. Oral Health: 7o include demdnstrations and lectures, exams and
fluoride applications.

Envirenmentiad Sandtation Componeai:

A, Elimination of Garbage: Organization of groups and financial
resources to arrange [or poriodic garbage collection,
incineration, etc.

B, Anti-yabies campaign.

C. Construction of leatrines and promotion of use and maintenance.

.Nutrition Component:

A, -Nutrition practices, check-ups, etc. applied to pregnant mothers
and childven. '

B. Training of community leaders as nutrition promoters.

. Training, orientation and education of mothers in improved nutrition,

The above desceribod progrom will reach an estimated 21,000 families in
three years,  Number of members per family is estimated at five, three of
which would be children. The program, therefore, will benefit directly
21,000 mothers and ©3,000 children.

BUDGET (In US $) USAID TEAM - TOTAL

Office materials and equipment -$ 25,824 5 511 $ 26,335
Courses and demonstration materials © 8,434 2,445 10,879
Personnel, technical & administrative 44,064 61,140 = 105,205
Transportation costs ' 20,950 9,725 30,675

Office locale and food allowances 1,672 18,168 19,840
Miscellaneous - Instructional material, :

medical supplies, training of Team's

personnel 10,387 2,367 - 12,754
Contingencies and inflation 43,675 37,015 80,690

$155,007 $131,371 $286,378

BEST AVATILABLE
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OPERATIONAL PROGRAM GRANTS ~ FY 1978

Narrative Summary of Early Consultation

ACCION COMUNITARIA DEL PERU - DEVELOPMENT OF EMPLOYMENT OPPORTUNITIES FOR WOMEN

Accidn Comunitaria del Peru is a Peruvian, private, voluntary agency working
with low-income marginal groups in the flelds of education, housing and
leaderaship tralining.,

Acclén has connulted with the Mission concerning a possible rcquest for OPG
assistance to carry out the following three-phase program designed to provide
gainful employment for Peruvian women from a marginal population target
group: .

1. A study on the status of women in Puente Piedra, population 30,000, located
42 ¥Xms, north of the city of Lima. The study would cover an in-depth analysis
"on the economic and social roles of women in Puente Piedra, It would also
include recommendations for the formation of women groups which will receive
training at all levels —- from leadership to administrative and technical skills.
This phase of the study will also include economic profiles.

2. The second phase would cover pre-feasibility studies for the establishment
of economic enterprises in the area and a final feasibility study for the
establishment of one or more such enterprises. (Accidén anticipates that the
firat such enterprise would be related to the food industry.) This phase will
include identification, negotiation and commitment of credit sources to finance
the enterprise,

3. The third phasc will cover thc initiation of the enterprisc itself.
Accidn has indicated a probable OPG requirement of $200,000 to cover costs of

. materials, training of personnel and administrative costs for the proposed
project.

000000000000 D00

IPFE ~ MIDDLE LEVEL SKILLS TRAINING

The Peruvian Institute for Educational Development (IPFE), is a non-profit ,

*

private organization which in the 14 years since its founding has made a significant .. =%

contribution to the development of Peru's human resources. IPFE's activities
have included: promoting and administering training opportunities in a wide
variety of fields; assisting in the design and establishment of a national system
of university bookstores; sponsoring, oxganizing and conducting educational
courses and programs; encouraging philanthropic efforts in the field of education
by public and private Peruvian and foreign organizations; and establishing one

of the largest film libraries in Peru. :

L }]
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IPFE has consulted with the Mission regarding a possible request for OPG
agsigtance to establish a job skills training program for skilled and
pemi-nkilled persong in varlous rogion: ol Teru, Using the rewsources of
1tg film library, &8s nxpertiosce in audio-visuanl production and Ity wall
egtablished network of contacis with public and private sector industrial,
agricultural and commercial organizaticns, IPFE intends to work with other
educational entities and develop trairing programs which are suited to

meeting a portion of Peru’s training reeds. IPFE's role in this project
will largely consist of supolying admirnistrative, managerial and professional
talent to work with other educational institutions which will be responsible
for the actual provision of the training,

_IPFE has indicated a probable OPG recquirement of $200,000 to cover costs

of material, travel, transportation and salaries of personnel whe will be
working for the proposed project. -

"BEST AVAILABLE : o S i e
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