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Preface

"Under capitalism, man exploits man; under socialism,

it is the other way around" .(anonymous Pole)

There are at least two basic kinds of truth in Washington foreign policy
analysis. Cne is political truth, written from implicit, normative framworks to
please the reader's ideological view. The other is intellectual truth, writton
from an explicit normative view and assessing the best available evidence regard-
less of where it leads the conclusions. This paper was commissioned by the Latin
American Bureau of AID to be the latter. Uhat was asked was to apply system's
analysis to a study of the world economy to create, with Peru as the model, a
sample policy planning country siudy that would iliustrate how AID should, in
theoretical and éperation terms, proceed to implement the New Directions aid
legislation mandated by Congress. Systems-analysis does not have a normative con-
tent. But New Directions foreign aid policy is an openity humanistic statement
that the world's poor deserve to live a decent Tife. Secretary Vance's April 30,
1977 discussion of human rights provides the clearest normative framework which
guides the policy and thus this paper.

To embark on the application of system's analysis to the study of the devel-
opment process requires using analytical tools and vocabulary that are for the most
part of very recent origin. It requires as well very different ways of looking
at history, econonﬁ(sénd cross-cultural area studies than are customary in con-
ventional Washington analysis; it is hoped that the professional development
analyst, for whom this papar is primarily designed, will rise to the challenge and
see if these paradigms and analytic tools are not more functional than the con-

ventional ones for the stated tasks. In this vein I hope the reader, busy as he



or she undoubtedly is, will not skip the whole theoretical and historical
framework and jump to the project analysis as the more familiar terrain.

This essay began as an exercise in rearranging the data on modern Peru in
a way that would be most suggestive for AID's developwent designers té proceed
with project identification. The essay grew in multiple directions as it sought
to define the processes that create and sustain poverty in specific groups, re-
gions and countries. What resulted are some admittedly provocative discussions

of:

o Peru's long term structural crisis as part of the world system.

o Severe contradictions and flaws in IMF analysis and prescriptions for
the current crisis which urgently demand basic¢ reconsideralion.

o The contradiction that AID has one role as part of thc world system
that creates and sustains poverty yet is simultanecusly mandated
to work against the sysiem to help the world's poor.

o Multiple forms of confidence mechanisms and unequal exchange that
international aid activities must oppose.

¢ The theoretical and operational basis for the participatory development
model New Directions calls for.

¢ Judgments of current AID and IBRD programs from such criteria and the

sobering conclusions that result.

As a longtime Washington analyst and student of bureaucracy, the author re-
cognizes the utopianié1ements of some of the conclusions reached. The normative.
basis of President Carter's foreign policy ideals, however, leads ineluctably to
the kind of analytical and operational activities sketched. The Congressional

mandate embodied in the Hew Directions aid policy is virtually identical in its

articulation of the human rights of the poor. And Secretary Vance's definition
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of human rights in even broader and more precise. On this concensus this study
rests.

No such production comes into being without substantial assistance; for a
non-Peru specialist with but four months for research and writing, it was doubly
necessary. Man} people in Hashington and New York gave me leads to sources,

access to obscure articles, and patiently allowed me to refine initial ideas and

impressions. Among puhlished guides the standard Handbook of Latin Americaq
Studies was most‘he]pfuk, particularly the anthropology sections. The greatest
assistance, however, was rendered by the recention (battering) of the initial
draft by five readers who spanned the fields of its concerns: two Peruvianists,
one economist, one development specialist, and one systems analyst. All are
premier analysts, and the author was saved multiple errors of omission and com-
cmission. The remaining flaws are my own.

It is worth saying in conclusion that Peruvian nationals, Peruvianists,
and others may take offense at the depth and nature of the critique of Peru's
development model. To these people I would state that offense is not the purpose.

If Peru's development experiment was not so promising in so many ways it would not

be worthy of such a degree of criticism by such exacting standards.
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I. Theoretical Introduction

A. Thesis and the Theoretical Meed for a New Model

In his January 1978 State of the Union address President Carter elegantly
crystallized the heart of an ideal American foreign policy as "to ensure economic
justice, to advance human rights, to resolve conflicts without violence, and to
preclaim our constant faith in the liberty and dignity of human beings cverywhere. "
Far away in the Peruvian highlands Tive millions of Quechua and Aymara speakers
culturally disdained and ecenomically abused by Spanish speaking mestizos in both
city and country. One late 1960's report of the 'subsistence' activities of
mestizo townsmen (quoted i. Stein, 1974:8) lays barz some initial inkling and
flavors of the chasm between the realization of these lofty ideals and the inter-
action of most Peruvians with the world-system.

Shopkeepers, merchants, petty officials, priests, petty proprietors

and money-lenders living in the small towns are accustomed to making

their livings out of Indian peasants by renting land, selling bad liquor

and extravagant paraphernalia for fiestas, collecting tithes and first-

fruits, charging interest, exploiting "voluntary" lahor-service for

church and town, "buying green," short weighting, exacting fines, pro-

viding quack legal advice, and other ingenious methods of exacting from

the peasant any surplus in produce, cash, or labour.

The Peruvian Revolutionary Government has since 1968 professed to fight agiinst
these and far worse deprivations. The Agency for International Development and
other international development institutions are mandated to join this effort.
A11, however, are part of the world-system that creaved and sustains the chasm.

This study proposes to explore this contradition and scme potential ways
around it, using the experience of Peru to illusirate the ovcrall dilemmas of
Third ¥World development. The goal will be to create an alternative intellectuai
and operational model and to demonstrate how such a model could be used to reshape

international development intrusions to move significantly further toward the ideals

of economic justice aud human rights defined by Secretary Vance on April 30, 1977.



In particular this work will try to show how to implement AID's New Directions
legislation to assist in meeting the basic human needs of the poorest 25—50%‘1n
a society via a broadly participatory development strategy. To do this first
requires that some very basic mental tools be refashioned. This means an
excursion through ontoloay, ideology, methodoloyy, and terminology into a new
vision of developnent. ,

The nature of modernization is one of change. What is meant by such a simple
statement? An cmpirically verifiable reality has been asserted. This is the
basic method of mest wesiern social science analysis, a method called empiricism
(or perhaps, more justly, pseudo-cmpiricism). Empiricists focus only on what
can be observed; if a reality or association cannot be observed, it cannot be
known. Laws of nature are only assumptions. Thus social science, the conven-
tional tool for the study of development, asserts itself to be value-free and
neutral. Apolitical technical experts supply data; it is the politicians who make
the normative choices.

Something else, however, happens when social science is applied to development
policy. There is an error of omission. The empiricist social scientist, by
explicitly not asking questions about epistemoiogical and ontological assumptions
(what could be), is inevitably drawn to accept, explain, and finally justify v:hat
is. That includes the existing social order. Does this not fundamentally refute
the claim of such work as apolitical, neutral, or scientific? Even worse, by the
social scientist's assumption of natural laws (e.g. the market in economics) based
on apparent correlations of observed variables, he is blinded to and divorced from
the individual historical and social setting of the phenomena. That is an illogical
and unscientific position for a self proclaimed scientist.

In the social sciences there is, in sum, no such thing as objectivity as the
term is customarily used. This is crucial to reconsider, because the underlying

world mcdel of conventional developmental economics has normative elements
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elements which contradict the very open and explicit humanistic values of New Directions
aid policy. Therefore to fulfill the Tegislative mandate, AID necessarily must séek
to construct a new paradigm the assumptions of which are consistenﬁ with the welfare
of society's poor. 1 will demonstrate this assertion and support an alternative.

The analysis which follows owes, at the onsct, an obvious and profound intellec-
tual debt to the writings of Immanuel Vallerstein (Director, Fernand Braudel Center
for the Study of Economics, Historical Systems, and Civilizations at SUNY Binghampton),
Samir Amin (Director of U.N. African Institute for Economic Development and Planning
at Dakar), and Charles Elliott (of the University of East Anglia School of Development
Studies).

B. The Conventional Mode]_gf Developmentalisn

The conventional world model underlying current U.S. development policy and practice
can be reduced to a series of historical and normative assertions which Wallerstein
(1976 a:344) has synthesized as ‘'develepmentalism.'

This perspective assumed that all states were engaged in 'developing' )

(which for many meant 'becoming nations'), that their progresc along

this path could be measured quantitatively and synchronicaily, and that

on the basis of knowledge derived from such measuremants, governments

could in fact hasten the process, which was a highly commendable thing

to do. Since these states were preceding down parallel paths, all states

were intrinsically capable of achieving the desired results. The only

serious intellectual question was why so many resisted doing so.

Unfortunately for the U.S., Europe and the Soviet Union who all proceeded to act on
these theoretical assumptions, the inaccuracies of the model have been well demon-
strated by historical experience. The gap between rich and poor grew wider; most
societies prove incapable of the results expected or hoped for.

When a theoretical model fails, it is less wise to offer new treatmentis to visible
symptoms of the problem than to seek to understand the processes at work causing the

problem. One manifest failure of 'developmentalism' was to choose 'society' as the

unit of analysis, as though each nation-state were a relativeiy autonomous unit.



But Zaire, Egypt, Israel ard may other states would not exist without their external
Tinks and support. Between 1970 and 1975 the Unitec States paid 80-90% of the annual
operating budget of the governmenis in Saigon, Phnom Penh, and Urentiaqc. It would
seem, in sum, inappropriate to base a theory aimed at economic results on analytical
units that are basically sccio-political in nature.

C. The World-System Paradigm and its Pistorical Prodecessors

To replace 'developmentalism' one needs ways of understanding people as they act
in economic ro]esland as they relate to each other economically. The term that
encompasses these concerns best is 'mode of production': "the way in which decisions
are made about dividing up productive tasks, about quantities of goods to be producea
and labor-time to be invested, about quantities of goods to be consumed or accumulated,
about the distribution of the goods produced." (from Wallerstein. 1976 a:345)

Individuals or families fit into different modes of production in three general &
ways, all of which figure in contemporary Peru. Some households, such as the highland |
villagers of Uchucmarca described by Brush (1977), are largely integral unto themselves.
Many households in both the Peruvian highlands and lowlands now earn partial subsistence
and maintenance within world-economy production but also earn part from their own
(and kin) subsistence efforts. At the other end of the spectrum are sugar plantation
workers and urban bureaucrats whose entire lifetime needs must be met by their role
in the world-economy. A development model must first explain where and how individuals
fit within different modes of production at a particular time.

At the second level a development model must entail an understanding of differgnt
modes ~f production - what they are and how they evolved through both space end time.
For it is these processes and links which are fundamental to creating and recreating

what Wallerstein calls the world-system perspective and what I shall use as the most

basic theoretical paradigm of this work.



The term world-system is most fully understandable when placed within an
historical perspective. There are, tvo be sure, additional and subsidiary organ-
jzing forces that worked in varying degrees of conf]ict and cooperation to give
form and direction to historical change. One is the formation and digintegration
of national states, of which much is known: a second is the evoiution of cultural
communiities. As a most recent essay (Hopkins and Wallerstein, 1977) suggests,
far more research is in order on all of these. But the broad outiines of basic
changes in modes of production will show clearly how Peru, for instance, arrived
at its current predicament.

The earliest form of human production, apparently common in much of the
ancient world but with few vestiges today, was the reciprocal-lineage mode. Pro-
duction and exchange wis carried out by and among Kkin, nornally in relatively small
pelitical and social units. Human labor was the principle production imput.
Economic needs helped to generate social sanctions on women and children to pro-
tect and insure the source of new labor. Inequalities existed, but too much wealth
destabilized overall social control. The incentive for maximizing production was
thus absent.

What are commonly termed civilizations or empires inaugurated the second major
mode of production: the tributary mode. It differad from the initial mode by
having a sufficient technological base to produce enough surplus (production beyond
the costs of recreating the labor) to support people who were not producers but
bureaucrats. Weber and many others described this tributary mode in detail.
Wallerstein (1976 a:346-7) synthesized the mode with the term 'world empire' and.
pointed to a core similarity to the earlier mode. Both need their subjects to
survive. The same bureaucracy in the world empire which collected the tribute also

distributed it; the more that reached the top the greater the potential target and
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thus incentive for self-enrichment there was for all intermediaries. Ch'uU .

T'ung-tsu's Local Government in China under the Ch'ing (1962) is a very famous

rendition of this. IF the rulers pressed too hard, producers would starve, flee,
or revolt. At base the rulers standard of living depended more on stﬁbi]ity and
continuity of production. New technology per se was not central unless to re-
verse decline. But, as in earlier mode, there was a profound integral incentive
to insure a fixed income and thus insure that the producers, society's poor, not
starve.

D. Human Rights within the World-System

It is this minimal human rights component which departs from the third mode
of production which began its sweep to world dominance from about 1450 in Europe.
What we have now is a world-economy, defined by Wailerstein (1976 a:348) as
“a single division of labor within which are located multiple cultures .... but
which as no overarching political structure." It is the market, instead, which
distributes surplus according to whatever exchange is most profitable. This opens
up at least two fundamental potential abridgements of human rights, the rights
which current U.S. foreign aid policy is trying to advance.

The "free" market embodies a basic ambivalence about freedom. Both the buyer
and the seller naturally want maximum advantage and thus maximum freedom for them-
selves but at the same time maximum constraint on the other. Both compete for
power through social and political channels. Historically it has been far easier
to organize the few; several centuries of monopoly, shared monopoly, and highly
skewed incomes have resulted. This continuing dynamic in most parts of the wor]d-
system does not bode well for the human rights of the poorest 25-50% in any specific

society like Peru.



An even greater infringement of human needs comes with the impact of profit.
In a market both the accumulators and producers (terms I deem far more precise
and appropriate than those common in capitaTist or marxist parlance) are strug-
gling to control the surplus. Uallerstein (1976a:349) compares the ultimate
utility of the producer in the worid-empire and world-economy in this fashion.

In a redistributive system, the primary weapon of the powerful is

the sword. Thus death of the political resistant, but minimal Tife

for the acquiescent producer is the basic law of political Tife.
Bui in a capitalist mode, with economic cycles, the life of the

producer can be more unvrofitable as consumer of surplus than pro-

fitable as producer of surplus. Thus the politico-military machinery

can frequently best serve to maximize profit by permitting starvation,

both Titerally and figuratively.

This does much to explain the protein deficiency and or starvation in Peru, Brazil,
Zaire, Namibia and nearly every other country in the world. AID's New Directions
maindate runs precisely counter to processes that bring such results. Working in an
historical era when it is not feasible to make 25-75% of any given society into
significantly more profitable consumers or producers, AID finds end will continue
to find accumulators throughout most societies who will actively .ndermine AID's
efforts to alter the present production opportunities of the poor because such
activities would threaten their own semi monopoly on what surplus there is.

If the operating processes of the current world-system raise considerabie
obstacles to human rights and needs over time so they do also over territorial
space.  In designing international development instrusions one must face no% only
the wide disparities of control of and access to constituent parts of the overall
mode of production (patents, investment capital, etc.) but also disparities and
conflicts born out of the spatial oidering of production and specialization between
regions and countries. The terms now widely used for this spatial dichotomy are '

‘core' and 'periphery'. Peru, producing predominantly primary commodities for

export with relatively low wages paid its producers, sits as one of many peripheral



states interacting with the core societies of the United States, Europe and Japan.
Characteristic of core societies are high wages, h'gh capital intensiveness, and
more widespread use of state-of-the-art technology.

E. Unequal Exchange and_Confidence Mechanisms _as Analytic Tools
for Uevelopment finalysis

The implications of Peru's position on the periphery of the world-system
and of various regions within Peru in the same position vis a vis its capital,

Lima, and other urban centers will be chronicled and documented in the country
reQiew to follow. What must be addressed here is the generic pred” wment of
peripheral states in trying to accumulate capital and invest in productive oppor- .,
tunities under the control of and for the benefit of its poor majorities and at

the same time be part of the international flows of goods, capital, labor and

ideas. For integral to the latter is not simply the disinclination of internatiQpal
corporations and'banks to invest in opportunities for the poor majority to any
significant degrée but also a process of perpetual impoverishment that works against
a Third World society's ability to retain a substantial portion of its surplus and
use it to effect.

The core issue is the exchange relationship. Trade between societies at vastly
different stages of modernization, wage levels, and technology is inherently dis-
advantageous to the less modern. A most gentle synthesis of a complex argument is
that by Amin (1976:138-154). The theory of comparative advantage, inspired by a
Renaissance era trade example does not correspond to twentieth century reality.
Cumulative Western investment, aid, and advice, combined with export - led growth -
models, serve to enlarge trade and thus the advantages of the core societies, Trade
is in large measure (but not entirely) composed of primary agricultural and mineral

products in teiurn for Western technology, machinery, food and finished products.
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At each stage in the proéess price is controlled and determined less by supply and
demand than by the political and economic strength of the various market actors
and as well by differential wage levels. This is what is known as unequal excharge.

While the debate has barely begun about how fo conceive of equal trade between
entities of greatly difterent power, wealth, wage levels, and technologies, it is
critical to understand this current process as the most elementary perpetuation of
Third World poverty and internal inequities in almost every society the world over.
Calls for a new international economic order look less 1ike hyperbole from this
perspective.

The international dynamics of the world-system give birth to, condition,
sustain, and even recreate a series of processes within national boundaries that
perpetuate poverty for the many and ever more effecient accumulation by the few.
There are of course partial exceptions to this bleak assessment in specific
regions or societies; this paper will try to weigh the Peruvian Revolution's
efforts to so affect these processes. But the designers of international develop-
ment intrusions, given reasonable agreement among serious development experts,
must meet such blockages head-on.

English sociologist-theologian Charles Elliott presents these impoverishing
processes (in 1975:11) in an elegant framework, calling them confidence mechanisms.
Con-mechs have the following characteristics:

1. Individual enrichment. 2. Intra group competition for that

enrichment. 3. Selective biases within that competition.

4. Selective biases that are not obvious to those who compete.

5. A system sufficiently "open" to retain competitors' confidence

and/or bestow legitimacy on thcse who compete successfully.

6. Acquisition of direct and/or indirect benefit to those who

control the mechanisn.

Con-mechs in sum don't explain why the system evolves to a given form, but they do

lay bare the psychological and social glue that keeps the system going. They per-

mit the urban hureaucrat to place the new school near his own home, making it cheaper
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and easier for his own children. They permit the vucal money-ieénger to cndrye
two or three hundred percent on short term loans so that the small farmer, as in
western Sudan, produces two to three times what is necessary for adequate sub-
sistence but Tives at 60 to 80 percent of subsistence, dying in his 30's or 40's
from accumu]ated i11s brought on by iong-term malnutrition. Three of his four
children never make it to age five. But his labor helps make urban food cheaper
and thus quell the political unrest of urban poor.

Developmental assistance efforts, if they are going to improve tangibly the
lives of the poor majorities in Third World societies of the periphery, have, in
sum, a deeply entrenched, multi-layer and multi-dimensional series of obstacles
to oppose and overcome. The alternative analytic approach just sketched suggests
that the task should begin by understanding where individual poor people fit in
the prevailing mode of production and how and why specific confidence mechanisms
work to keep them there. Resource and environmental Timitations are naturally
part of this mosaic. What emerges are varied patterns of accumulators and producers
struggling unequally for control of the productive process, the surplus that accrues,
and the overarching socio-political institutions which assist in that control. To
affect these struggles AID's development designs must go beyond surface forms to
the substantive processes, the multiple forms of local, national and international
unequal exchanges. These designs must not gloss over surface harmony when the
underlying reality is conflict, and they must not treat symptoms for causes. In an
imperfect world where incremental change is often the only practical one, the hunan
energy and resources devoted to the struggle for economic justice and human rights
are obviously insufficient. But it is not utopian to try to use these 1imited

resources to help the world's poor devise better ways to survive in the world-system.
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It is toward that end and the concomitant intellectual needs OT internationai
development designers that the following analysis and critique of Peru's modern-

jzation efforts are intended.

II. The Contexts of Development in Peru

A. ECnvironment, Regions, Productive Sectors, andlﬁg§u1ting Income

Distribution

Peru sits on the west coast of South America and occupies 1.28 million km?
which border Chile on the south, Bolivia and Brazil on the east, and Columbia and
Ecaudor to the north. Peru's terrain challenges rapid advances, military, develop-
mental or any other. It is one of the world's most varied and poses severe ecolo-
gical limits for man in many regfons. Nature has divided the territory into three
regions along a north south axis. The Costa, or coast, runs intermittently from
desert to irrigated agriculture the length of the country. The Sierra involves
three ranges of the Andes which form a strip 100 to 300 km in width of valleys,
plains and peaks averaging 2000 meter and above. The Selva includes the forested
eastern slope of the Andes and the tropical Towland beyond; much of latter is Tlittle
populated or explored jungle.

Geographical factors have harshly conditional settlement patterns and land use.
The Coastal region has 10.6% of Peru or 135,950 kn@, by mid 1970's IBRD data,
650,000 hectares, or about 5%, was under cultivation. Some 43% of the population
of 13.6 million (in the census year of 1972) live in this region incliuding the 3.3
million (now more) inhthe primate city and capital Lima. The numbers seems to vary,
but not much more than a further 150,000 hectares can be claimed or reclaimed froh
the desert without prohibitive cost (U.S. $6,000/ha and up). Given that the coastal
zone is now beginning to share much of the burden for feeding such a large urban

population, very serious reconsideration of land use trade-offs is merited.
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The Sierra occupies 30.6% or 392, 950 km? of Peru. An even smaller percgntage
of the Sierra than of the Coast is under cultivation - about 3% or 1.5 to 1.7
million hectares. Some 61% or 24 million hectares is in theory suitable for
grazing animals and being so used; but a closer iook at the quality of Sierra
grazing land (a 1969 ONERN study noted in IBRD, 1975b11:A-2,4) indicates that
50 to 60% of this area is actually too poor for any tangible use. This means
that at least some of the Sierra is heavily overstocked. That presents a formidable
additional obstacle to improving the human condition in the Sierra, which is already
the poorest region and with prevailing economic organization badly supports the
47% of Peru's population (by the 1972 census) it now contains.

The Selva is the logical area for human expansion as it contains 58.8%
(755, 945 kmé) of the territory but only about 10% of the population. Statistics
on land use are probably poor; 600,000 hectares in use was one IBRD estimate, but
slash and burn agriculture is much harder to quantify than the other activities
involving coffee and fruit plantations. It is obvious that most or the land is
extremely remoce, if one's goal were linking up to the coast for export. About
300,000 hectares in the high Selva would be the likely initial target because much
of the land in the low Selva gets too much rainfall, But, parenthetically, what if
this frontier were envisaged as a series of relatively discrete regional settlement
possibilities for people who just ignored the lures of the world-system? One could
look at this land not as treasure of resources to be siphoned off, as the current
0il development is so clearly doing, but as a place where economics could be run
as if people mattered. Few countries in the world still have the luxury of such a
possibility.

lhile the Selva has the vast territory, it is the Coastal! region which has

the preponderance of tangible wealth and breadth of economic activity. An overall
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view of the structure of production in the Peruvian economy (adapted from Fitzgerald,

1976:12) can serve as useful preamble.

TABLE 1
% of GNP per Sector Workforce (%
1960 1972 1960 1972
agriculture/fishing 22.4 14.0 52.3 45.9
mining % 7.2 4.7 2.2 2.2
mnaufacturing 17.3 22.0 15.3 14.4
construction 4.2 3.9 3.2 4.2
government 7.8 8.2 -~ 5.3 7.3
other 41.0 47.3 23.7 26.0
totals (in 1963 prices)
billion soles 64.2 95.4
soles '000/head 20.3 24.3
million workers : 3.16 4.37

Agriculture provides statistically the largest employment component, but the
disparity of results in considerable. On the coast the farming is capital intensive,
essentially all on irrigated land lying in 36 of the 57 riverine valleys between
stretches of desert. The high value export crops, cotton and sugar, are grown here,
and the highest wages rare paid on such export - oriented production units. On
681,000 hectares in 1971 crops valued at 13 billion soles were produced. In £he same
year the World Bank figures show that in the Sierra 1,293,000 hectares produced creps
valued at 10.8 billion soles. In the Selva 5.7 billion soles of crops were produced

on 557,000 hectares. Only 26% of the Sierra's arable land was irrigated and 5% of
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the Selva's. My calculations show that Coastal Tarmers in 1971 thqs made 19,086.6
soles per hectare, Sierra farmers 8,352.7, and Selva farmers 10,233. Extending
such a portract over time suggests tremendous rggiona] disparities in wealth as
well as striking differcnces between selling to the world market and sé]]ing to
the local one.

Substantial further disparities are inherent because virtually all of the
modern sector is concentrated in the Coastal Region. The fishing industry is there;
20,000 to 25,000 workers endure wide yearly variations in take. Much or most of
manufacturing, construction, commerce and services are also there. Lima-Callao
alore (in 1972) had 23-24% of the population and had the highest Tega! minimum
wage in the country, 80 soles per dayl At that time in nearly all other departments
the minimum daily wage ranged from 40 to 60 soles a day in urban areas and 35 to 45
soles in rural areas (IBRD, 1975a:Table 9.2) where most Sierra and Selva residents
" 1live. The only §ign1ficant groups of high salary workers in these areas are the
75-85,000 miners in the Sierra and the few more involved in oil exploration and
pipeline activities in the Selva.

Estimates of income distribution in no country are very refined or accurate.
Two differént efforts by economist Richard Webb zppear to be the most sophisticated
now available for Peru. Calculations are based on the 1961 census. The conclusion
of his 1977 work was that under Belaude (1963-1968) and Velasco (1968-1975), despite
redistributive professions and actions, most unequalities grew. Thus this table of |
personal income distribution (Webb, 1972, quoted in Fitzerald 1976:16) understates

current reality. .
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proportion of workforce share of income income per person*

. (US 3)
highest 5% 39% $ 1560
top 20% - 65% 650
middle 40% 26% 130
Tower 40% 9% 45

*applied to 1972 mean income per head

Breaking personal income down by region Webb found the following: Lima
averaging $716 per person (property income excluded), the rest of the Coast at
$463, and the Sierra at $246. The ten richest provinces averaged $570 and ;he
ten pocrest $115. Nationwide the mean income by provincg in 1961 looked

(Webb, 1977:17) like this:

TABLE 3
mean income (US §) total | Coast pROVé?EE?a Selva

0-150 12 - 12 -
150-225 37 - 33 4
225-300 40 2 29 9
300-370 15 4 9 2
370-450 20 7 7 6
450-520 8 8 1 -
520+ 11 8 2 1
TOTAL 143 28 93 22
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Breakdowns in very great detail are provided by Webb (1977:105-147), but the
overall picture is clear - one of gross distortions and unequalities, severe by
regional as well as worid standards. The simp]g distribution of people, resources,
income and activities does not, however, give a human needs deve]opmeﬁt designer
any sense of how these conditions came to pass or who controls the processes
maintaining such a course.

B. The Historical Context

It has often been observed by social scientists, journalists, politicians,
and others that the study of history is not useful. Indeed the history that most
people have been exposed to is not particularly useful; a narrative chronology of
dynastic, military, or political ups and downs of various individual groups,
parties or states will not help in the design of developnment activities to a?d the
poor majority. It was not until the 1960's and scholars Tike Barrington Moore,
Harry Benda, and Eric Wolf that the poor even began to be recognized in history.
But the historical 2volution of nodes of production would, on the contrary, be
fundamental to understandircg how the poor arrived at their pradicament.

What seems appropriate to sketch briefly are the basic struggles over the con-
trol of resources and surpluses: man against nature, accumulators against producers
accumulators in one mode of production against those in another, and finally accu-
mulators among each other. Sifted into this must be the rise and fall of political
and cultural communities, because understanding and overcoming the disdain, anti-
pathy, and antagonisms between indigenes and mestizos is imperative to resolving
development issues. Most useful to this analysis has been the 1975 Cornell ﬁh.ﬁ.
dissertation by Patricia Wilson; Bollinger (1977), Pike (1977), Dobyns and
Doughty (1976), Bourricaud (1970), Quijano (1971), and Mariategui (1971) should

also be considered for multiple further perspectives and details.
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The indigenous population of Peru developed urique human adaptations to.the
three regions' ecosystems over the course of at least 12,000 years occupation.
Successive civilizations built upon the base of‘domestications of p]aqts (potatoes
in countless varieties, diploid cotton, quinoa, and Lima beans, to name a few)
and animals (wod]bearing 1lamas, guinca pigs, muscovy ducks), inventing sophisti-
cated irrigation technologies and systems of economic exchange between and among
Fegions.

The growth 6f the Inca empire in the fourtzenth century consolidated a tribu-
tar}\modc of production. The Incas expanded from their base at Cuzco. They used
military force, diplomacy,and indirect rule to reorganize the spatial and structural
nature of production. The Inca aristocracy, burcaucracy, and priesthood developed
effective political control, surplus, and administrative structure over a ter?itory
larger than that of contemporavy Peru. The produce of communal lands from egali-
tarian village cdmmunities,often called ayllus, was expropriated for imperial
storage énd redistribution. Primary and secondary cities, roads, and stone paths
were built to undergird a new, far grander and more expensive administration than
any prior Peruvian state or empire. The result was a sierra based production
system with a north-south axis managed from Cuzco.

The arrival of the European military and religious missionaries initially
reoriented the tributary mode externally. The Europeans sought commodities suitable
for appropriation, transport and profitable sale in Europe. Transshipment technology
precluded the prior emphasis of tribute on storeable food as the focus of expropri-
ation, and the native textiles--the emphasis of Inca manufacture, were disdained.
Deposits of gold and silver, however, resulted in Peru's integration as a peripheral
state into the European tributary system. The Spanish initially retained much of

the Inca political organization, naming encomenderos to manage the local agricultural
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units to ensure enough food surplus to feed the miners. The Spanish conscripted
these miners into forced labor. The imperatives of political control from Spain
and of shipping bullion safely back to Spain spurred the development of coastal
cities as intermediery points; Lima as the capital gained increasing érimacy from
the sixteenth to eighteenth centuries. Sierra-Coastal roads improved. The flow
of resources and people shifted from a north-south axis to a Sicrra-Coastal,
east-west axis; the orientation and dynamic was now externally focussed (Wilson,
1975:21-26).

By the eighteenth century the gold and silver began to run out, and the needs
of Europe had grown to include basic agricultural commodities. In Peru this pro-

L

voked basic changes in economic organization and the more direct incorporation of
many Peruvians into the market operations of the world-system. The gﬂgp@gﬂgéig
relationship gave way to the latifundio throughout the Sierra. The expansion in
size and number of latifundius no longer depended upon obtaining royal grants but
were rather arranged by increasingly autonomous municipal councils and by expro-
priations from local communities. The latifundists tied the workers to the land
with debt peonage, enlarged the séa]e and specialization of operations, and sold

through the growing interregional and international markets. The rural producers

reacted several times with violence to the levies of latifundists but to no avail.

The other accumulators in that era (and several succeeding ones until the late
1960's) found it most profitable to support the rural landholders. These urban
interests - the merchants, moneylenders, middlemen, and bureaucrais - vere ever
more focussed on how to retain more of the surplus heading overseas to Spain and;
increasingly, England. The declaration of independence in 1821 was a partial

answer.
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Butindependence did not alter the basic mode of production. Latifundio
continued to imprison the conomic potential of most; elements of racism, Spanish
and mestizo disdain for Indians, and force kept the system intact. FEuropean
needs encouraged new exports, guano and nitrates by mid-century and cotton and
sugar after 1870. Urban elites, desirous of more surplus and the Tuxury imports
it made possible, cooperated in and facilitated this expansion. Export enclaves
and coastal plantations grew , and the east-west spatial formation and external
focus remained. The development of the Amazon port at Iquitos after the rubber
boom around 1910 provided the only encroachment on coastal dominance.

With the advent of the twentieth century U.S. investors began to replace
British. The Cerro de Pasco Corporation arrived in 1902 and by the mid 60's was
one of the three American corporations accounting for three fourths of all Peru's
mineral exports. A Standard 011 subsidiary arrived in 1914. The Peruvian elite
accumulators who had built railroads to reaih the mineral deposit and then sur-
vived the military disaster and depression of the 1870's and 1880's, vere now
seset hoth by powerful international interests with their own set of motives and
the first stirrings of local industrial interests with quite another. Peruvian
ristory has been and remains a continual conflict and readjustment of these com-
yeting interests with the rural world perceived of myopically as simply the re-
source for cheap food and labor.

The overall pattern of this conflict, as synthesized by Bollinger (1977:44),
is basic to understanding the apparent inconsistencies in current and future
‘eruvian nationalization and foreign investment policy. Foreign firms began from
1 base in export of minerals, sugar, cotton, and foods to seek out and enter the
nost highly profitable sectors that local entrepreneurs had developed. Superior
foreign resources and technology ruined local capitalists. While the higher pro-

luctivity and overal activity of foreign firms reduced prices and the rate of
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profit, they also opened up new investment options for indigenous capital.

Thus it is common in Peru to find national capitalists using the

state to defend themselves against foreign capital in one branchk

and simultaneoulsy secking to attract foreign capital in others.

The ripple out effects produce not only tertiary and service sector géowth but
new profitable aclivities that tempt foreign capital penetration in an openended
process.

A fuller portrait of influences on the worid-economy mode of production in
this century would include not only the external events - wurld and co]d-wars,
the Depression, and the International Monetary Fund - but also the beginning
challenge by the historical losers, the workers and peasants, for another and
more equitable redistribution of the surplus of what has been essentially their
labor. Challenges from below in the nineteenth century hag brought an end to
slavery and slowed the worst forms of rural encroachment and exploitation. Mecha-
nization of agriéu]ture and mining produced a steady stream of urban migrants.

The first labor unions and the struggle for an eight hour day was launched in 1905.
Intermittent strikes followed.

The producers struggle for some control over the systemic mode of production
entered the political arena through the voices of Jose Mariategui and Victor Haya
de la Torre in the 1920's and the political party APRA in 1931. But the initial
and succeeding generation of leaders ran be far more fairly described as middie
class. Haya de la Torre made sevefa] bids for the presidency on a platform of
unity of interests among groups inherently in conflict. When faced with actual
revolutionary vio]encé from workers, up against repression and unemployment in ]93é,
(Villaneuva, 1977:69-70), he abandoned the mass base of his party. Decades of

vacillation and corruption followed. APRA effectively preempted and diffused

enough of the political energies of peasants and workers so that the remainder
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were too w2ak and fragmented to mount a successful effort to alter significantly
the structure or rewards of production. The current military leadership has
Tearned this historical lesson well.

The brief historical sythesis was designed to demonstrate an e]eﬁentary
point rarvely apparent in current development theory and practice. Since at least
the fermation of world eupires, if not before, economic systems have been designed
and operated by and for the few. It is illogical to proceed with a strategy to
meet the human rights of the poor majority by ignoring the historical reality that
the world system is basically the problem not the solution.

C. The Major Accumulaturs in Contemporary Peru

IT such is the case, then it becomes important to the design of human needs
development to know the full range and abilities of accumulators in the economy
in question. That presents scvere problems of method and language. Is it most
useful to Jump all foreign actors together when they almost certainly have mutually
conflicting interests? Are familiar terms 1ike class or bourgeoisie th~ most pre-
cise or analytically helpful? TIn the current period of theoretical transition
and confusion, the reader will hopefully forgive the writer if he retreats as much
as possible from the rheturic and polemics into something in a functional gray.

The most detailed analyses I found of the role of foreign capital in the
structure (and thus in decision making and profit) of the Peruvian economy was
that of Wilson,1975. Her best data reflects the situation in 1968 before national-
izations affected certain scctors. This portrait is most indicative of the real
nature of a peripheral economy and its motivating impulses in the world system;
when ihe linmits of nationalization are outlined, the outdated elements will scem less
crucial

Peru's major exports are mineral, sugar, cotton, coffee and fish products. 1In

the mid 1960's Cerro de Pasco, American Smelting, and Marcona held about 75% of the
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mineral exports. Marcona controlled almost all the cotton export. Of the ten
major sugar mills six were also American. These co-~porations spread into manu-
facturing in the 1950's and 1960's; threc of six.major consortia in the sector
were foreign, two being Cerro and Grace (the American sugar giant). B& 1968 Wilson
(1975:74) found 707 of all manufacturing shares were held by foreign capital; a
quantification of ownership of just the larg: firms (Wilson, 1975:76) in 1968 is
only slightly less striking. Of 79 firms, Toreigners held 41 and a share of 11
others. These 7§(¥irms held 54% of all fixed assests in manufacluring; foreigners
had 29.8% and shared 6.1% more. Of total gross production in manufacturing these
firms represented just under 50% of Peru's total with foreigners 33% of that total.
The military governments since 1968 have cut foreign ownership in many sectors and
readjusted the division of visible capital flows to a less extent.

Despite widq areas of ignorance and a methodological vacuum among analysts at both
the core and peribhery, it is critical that AID's overall development designes, if
they are to aid the poor majority, ceek to understand less visible processes of
periphery impoverishment inherent in the activities of foreign capital. Indeed AID
must try to assist in overcoming such areas of naivete and functional incompetence
(diliberate or actual) in Third World governments. Naturally this is counter to
short term interests of many U.S. multinationals and thus politically very hard with-,
in the American foreign policy system. While AID's human rights mandate should also
involve it in issues like expropriation, destabilization, and debt entrapment, it is
the much more permanently debilitory underlying processes which undercut even the
best intentioned and &ost socially responsible governments. |

The issue is unequal exchange. Only a few of the mechanisms are at all visible.

Attempts at overall quantification are still out of the question. Constantine Vaitsos

(1974), with enormous aid from sponsoring Andean governments, made a small beginning



at outlining the magnitudes lost to host nations by four methods of profit remission.
come are partially revealed in IMF balance of payments data. But transfer pricing
for example, is an internal company manoeuver which will appear on on}y some of

the (at least five different scts of) books where the tax advantage looks best. On
some 90 imported drugs the average overpricing in 1966 for neighboring Columbia
(Vaitsos, 1974:158-167) was, by ny calculation, just over 7007 with a high of
6,478%. On extended samples of electronic products and chemicals, the average over-
pricing scemed markedly less. But by any coherent standard enornous value is being
lost by the periphery society.

Under the guidance of ECLA economists and others Peru has sought to diminish
some obvinus points of value leakage. Desire to refine one's own copper is not
empty nationalism, for example. Unrefined copper contains many rarer byproducts
like gold, silver, and molybdenum. Customs officials can scarcely estimate the
proper value of unrefined ore, and the refiner in the importing core society pro-
fits. Thus part of Peru's mid 7C's expansion ié to build refineries. But even
nationalized mines depend on many imported elements of production. There are still
actual or potential losses in the doub]e invoicing of imports or exports, in tech-
nology fees, in the accounting of depreciation charges and depletion allowances
and riuch els2 as Brundenius (1972:200-203) noted.

Indeed there is reason to fear that the rhetoric of state inspired rebalancing
is not matched by the substance. In a more historical review (Ballantyne, 1976:59-61)
it was recently concluded that from 1950 to 1965 the government exercised 1itt1e'
if any practical control over the mining corporations which were Teft to their own
imagination to interpret the rules governing them. Peruvian government policy in
the 1970's is descirbed by Wilson (1975:209-10) and Hunt (in cd. Lowenthal, 1975:-

302-349) as driving a harder bargain. General Baca's 1973 description of the
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"peruvian Model" is quoted by Wilson at length. To this reader there secm to be
fewer rules but still substantial loopholes such as those noted above. Thirty
five years of laissez faire may not leave much inheritance; who detfines the "half
of the arca explored" that the companies were supposedly limited to? Uhy did
foreign oil firms rush to sign 17 such contracts between 1970 and March 1973 if
terns were so disadvantageous?

As one mandated to be intercsted in weeting the human needs of a poor major-
ity, AID should be integrally concerned with how society's finite resources are
used to the maximum advintage. Allowing foreigners to carry them away might be
justified if the returns were responsibly invested. But at what price? The brief
sketch above suggests that, in the present period of massive and minimally checked
economic power of the core societies and their interntional accumulators, it won't
be as advantagcous as the ideologists of export-led growth constantly prociain.
This is one of scveral elemants Lhat will be marshalled to suggest that alternative
might be sought.

Foreign accumulators are not, by any means, the only ones in the Peruvian
economy. Secveral kinds of national and local (as described on page one) clements
work, each Lo their own advantage, in shifting alliances. Some cooperate consis-
tently with foreign capital and some do not. The historical pattern, which has
suffered multiple disruptions in the last decade, was classically described by
Quijano (1971:50-51) as consisting of four groups: 1) wealthy landholders on the
coast involved in exporting; 2) landholders in the Sierra whose base of activity
was agriculture and cattle; 3) wealthy industrialists wholely tied to foraian in-
vestment; and 4) a middie level of {ndustrialists whose lesser resources were
applied to Peruvian markets. Out from these core groups were geographically and
economically peripheral actors who were mobilizing and accumulating surplus labor,

food, and other commodities for the larger urban and international markets.
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The landed oligarchy of the Sierra were in the weakest position by the 1960's,
having been increasingly under attack far more than a century. The latifundia
system and use of coerced labor was both visibly inhumane and comparatively unpro-
ductive. Coastal agricultural efforts, aided by export crops, showed more profit.
The weaknecss of fhe former and the foreign ownership of the latter contributed to
the magnitude of land reforms carried out in the last decade.

The major Peruvian accusiilators, as described before, played subsidiary and
assistant roles to foreign capital in the 1950's and 1960's. Wilson (1975:77-8)
chronicles these moves into agricultural processing, cotton byproducts, mining in-
puts, fish meal products, construction materials, and printing companies. But
their fusion with foreign capital remained strong, and over the lasi decade they
have naturally oppesed state intervention and monetary policies constricting their
freedom or profit.

Peruvian entrepreneurs began during the Depression and in Targer numbers since
World War JI to fill local market nceds. They had and still have two substantial
reasons Lo support the nationalist reform efforts of the military. Foreign investors
frequently posed divect competition difficult to overcome. As Wilson (1975:79) notes

s well, military mzasures to promote agrarian refovm, improve income daistribution,
and generally promote a more nationalist economic policy all served to enlarge the
market of this group of accumulators.

Below these major groups of accumulators Tie numbers of Peruvians in the state
bureaucracy and in small scale commercial and industrial activity whose wealth and
power are more than the indigent, protein deficient, illiterate mass of urban and
rural citizens who are the development targets described in detail in Part II. It
is worth noting, as part of a possible overall development solution, that there are
hundreds of thousands of small scale economic actors operating largely outside the

regulation of the State. Roberts (in Cornelius and Trueblood, 1975:77-106) provides
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detail on those in the Mantaro area of central Sierra. His thesis is that the
state cannot organize this level of activity and is but an irritant to local devel-
opment. The other side of {reedom, however, is responsibility; market forces
mitigate to seme extent the monopoly c¢lemant of the predeminant person§1 and kin

oraanizational factor, bul the previlence of unrecorded exchanges and the political
g j

Timits of the state wean no significant tax collection. Are tho poor majority best
served by such largely untraimelod economic activities?

What is most striking about tho last decade of govermment intcrvention in the
econony is not the increasing role of the state as an eccumulator Lut how little
that process has changed the underlying wode of production or the role of most
(but not all) groups therein. Land reform did effectively destroy the Tanded
oligarchy, pushing them to alternative economic pursuits and raising the political
and econoniic welfare of members of the now coopzratives. Foreign corporations re-
linquished or were ousted from direct ownership in scveral sectors. Dut as the
steady grouwth of foreign investment and lending since 1970 indicates, internaticnal
accumulators remain still the senior partner previding the form and coercion to per-
petuate the processes that skew the income, or as the literature commonly calls it,
dependency. This is a harsh judgment by conventional standards; parts D and E of this
section will show the basis for it.

The government's pelicy in opposition to dependency has been to seek ownership
and control of those sectoral elements which formed the traditional base for modern
industrialization. It has found it possible to inherit the less profitable sectors
and operatiens from (too) Toudly protesting multinationals. It survived a U.S.
government economic blocade bziw.en 1968 and 1971, by classically conservative
measures and rewon international confidence in a new detente. Wilson (1975:213) has

summarized the situation as of the mid 1970's and the considerable variety of owner-



ship forms that resulted from these struggles as the Peruvians claimed a path tnat

was "neither capitalist or cemmunist.”

TABLE 4
type of enterprise sectors in which predominant other sectors
1. State Fishing, 0i1, Finance, Exports, Mining, Manufac-
Clectricity turing
2. Private (national +) Internal trade and cownarce, Rgriculture,
mixed national/foreign Artesain (non-7actory)manufacturing Finance
3. Privated Reformed Manufacturing Mining
(national and mixed
national/foreign)
4. Mixed (State-foreign) —e Manufacturing,
Fishing, Mining
5. Cooperalivn Agriculture ——en
6. Foreign Mining 0i1, Finance

7. Social Property e e
(vorker ovmed)

The last two years have witnessed some swings toward the privatization of
some sectors. The Ffishing flect was denationalized in 1976 and other pressures
grow (Latin Arerican Economic Report, September 30, 1976:156). Social property
projects were essentially mothballed; what has been envisioned as a $1.3 biltlion
state investment in 454 projects and 200,000 new jobs was squashed by both private
sector and bureauc-atic interests (LAER, Januavy 7, 1977:4). A three year rise
(1973-1975) in ov. 11 deficits Trom state enterprises also must have hurt the
chances for the + ization of sccial property enterprises. This fundamental
policy initiative of the Velasco years, cailing for worker controlled firms to be-
come the dominant element in the Peruvian economy, appears most unlikely to be

realizod under 2 Bormudor government, ‘



The real question, ultimately, it not the form for ownership but who benefits.
The government has assumed a larger share but it espouses the profit criteria as
openly as do the Toreign accurulators. The military and other bureavcratic inter-
ests have seryved thamselves well. But to design a human rights po]icy Tor the
pcor majority, who are not on the governm:nl nayroll, one needs to look deeply at
both rhetoric and realily - where the money goes.

D. _Govermwent Piilosephy and Fractice

[fforts to characterize the Peruvian government's overall political philoso-
phy, based predominantly on researcn of Phasc [ - 1968-1976. are too nuwerous to
go into significant detail. For Fitzgerald (1976:97-9) it is an interw.diate re-
gima. Quijanc (1971:115) concludes with two themes: a regima guided by limitead
nationalicn within the world-system and as well by an ideology of reconciliation
of accumulaiors and producers but within the prevailing wode.  The words corpora
tist, clientalism, and authoritarian ave frequently applicd (as in ed. Chaplin,
1975 and ed. Malloy, 1977). HMarxist analysis focus on a fierce class contest as
the national industrial bourceoisie struggle to survive a growing ccononic crisis
by means of repression on the one hand and ever greater capitulation to inter-
national capital on the other (Dore and VHeeks, 1977). 1 rather like Lowenthal's
(1975:1-43) term ambicuous, not because the varied institutional Torms wake the
underlying mode of production unclear but bhecause the multiple factions and their
philosophic statemants do represent a very fluid and transitional governing philo-
sophy.

This situation and the overall macroeconcmic crisis addressed in Part E both
make premature any definitive conclusions &bout bureaucratic centralism, corpora-
tion, or liberalism (a recent typelogy of Cleaves and Scurrah, 1976a) or any other

tendency. Given the possibility that elections will be held, an analysis useful
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for AID's strategy for the 1980's in Peru does no= even need too aeep an
investigation of the development of a progressive military in the 1950's and 1960's
A 1976 dissertation by James QOsberg (of S. Ilinois University) provides the great-
est detail of this birewing of Fanti-conmunism® and "humanism” into a policy of con-

flict avoidance and precnptive refor under the motto "no defense without develop-

ment."

The Army's high level training school CAM was the crucible from which came
the major policy leaders of Phase 1 of the Revolutionary Government after 1968.
The military is not, however, a democratic or participatory sub-culture; yet it
claimed it was going to liberate people to participate in a new and just society.
This was and remains a fundarental and unresolved phiiosophic contradiction at the
root of Peru's problems. As descriptions to come of divers reform efforts show,
the governmant's efforts arve frequently seen Trom below as elitist, patronizing
and ethnocentric. People are not people but threats, problems or resources. Twio
sociologists (Van den Berghe and Primov, 1977:2G4) put one slice of this mentality
this way: "the Indians ar» still seen principally as an obstacle to national
development vwho should obligingly vanish and become a rural proletariat, a vast
labor pool for the Ministry of Agriculture. "As the experience of Tanzania has
also shown, it is very hard to translate top government policy into operational
mid level reality.

Yhite disdain of minority or indigenous cultural groups is not uncommon on
a world wide basis, 1t serves as useful preamble to an extended account of the
Revolutionary Government's states national development philosophy and policy.
The primary stétemcnt of tiie Velasco-led Phase I was the 1974 Plan Inca.

Plan Inca was disclosed in President Velasco's Message to the Hation that year;
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these extracts (from Wilson, 1975:195-7) lay the greundwork for many things but

certainly as well for AID dialogues and projects centering on basic needs of

Peru's poor.

The Revolution of the Fx ‘oree . arpy out a process of
econciic, social, po strustural transformation.
with the goﬂ’ of cchieving a new socrely in which feruvian men and
wonen cen live with literty ond justice.
This Revolution will be notionalist, wmanist.

eirn de N ﬂ’.l tO. )

It will not ohey anv foreinn dog
the Peruvian reality. ...

Objectives:

1. &)1 the stages of petrolewn activity will be exclusively
under ctate centrol.

2, Intesrel aud permanent uLHLC planning, wvith ceopulsory powe 8
over the public gsector and enting powers over ihe private
secte. .

3. Naticnalist end independent Forelign policy, hased
and active defense of the national soverelrnty and dignity.

N, Traasfor-otion ¢f the amarian siructure Inve & t and
efficient svavem based on the principle. "the Yond kelonps to the
one who works it." (Includes immediate expropriction eof the agro-
industrial cornlexes of the ccast, ond their transfernation into

the fivm

g
\

13

v

e e

cooperatives. )
Worke» partvicipation in the management, profits, and ownurship

of businesses.
6. Permanent and self-sustained indusirial development
c

ributes to The effc

he

.
v

that: cont-
rive econonic i}@ﬂO““QPHL“ ond secioescnomic

development of Peru. (Includes suring the active participation
of the State ag dvnamic agent of lnu‘"l“'a’ development, reservitg

it the exclusive ozeration of basic indusiries.)

7. Maxinun develonnent of mineral petential, putting it at the
service of the country through the precomination of the State in
mining.

8. Develobment of the country's hydrobiolopical (fish) resources
ible with their preservation, reserving for
e

to the mgximum comp )
s .0f extraction, large-scale processing, and

the State the activitic
foreign rarketing of the ‘ish preducts.

9. The State will be in exclusive charge of the gencration, trans-
formation. transnission, distriduzion. and marketing of electricity,
in order to cat;sfy the neceds of the people and the economic

development of the country.
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10. A system of trade and cnmmerce in which the State will control
oducts, limit imports to goods that are

the export of impertant
nd the countrv's development, promote

indispensible for the peonle a
the diversification of exnovts, and reduce the nunber of ccrn

waiis QL 2000

ere-

cial intermedinries,
11. £ transport ovsto
economic dovelermoent of
national defonse,

12. Develep the systenm ¢f comsunicaticns under state centrol.
13, A pudblic firance structure that assures the maximum capture
of finmarcial resources.

14, Credit institutions eoxclusively under state control.
national debt at a vrudent level in {unction of

;ively to the socio-
A;cgrutxon\ and

o
;)

15. Maintain the
the growvth of the nationsl preduct.

16, Scientific and technolorical research to promote our develep-
ment and reduce foreien dependency.

is oricnted
raguires.

.
che dmare

17. An education svstenm that s accessihle t ll and

tovard practical ! :

18. Housinm: calming

of the marginal neiphi

orient housti: it exclusively toward low-cost housing,
i

. d | - . o -
arhnods and FLVC Taen en (“‘1.*01 services:

ag, credd
18, Make medical attenticn acceszible to the whele ponuiation:
regitire oblizatory rural nedical scivice of recontly graduated
¢octers and eldes. '
20, Just lador relations that make the diymity, sccurity, and well
being of the worker cermatible with the efficiency of the work

~

place and tie socic-economic develepment of the country: eflicient
nocisl securyty for all; rerulaticn of thr exwercise of the right

to strike, so that the interests of neither the worker nor the
conntry are Jeopardined.

2). LDffective cquality betveen rman and woman in rights and obliga-

Ca v il

tions.
22, fn authentically froc pras entrolled by orpanitations rep-
resentative of the new SG:icty.

23, Active and froe pervicivation of all thz nen and venen in

the activities that national develepment require, without influence
fyrom imported iucolnq es .
M. Rationzlize and modarniz pthlic adninistretion for better
governnent actlﬂv and more gctive service tou the socicty; s

torialize the accivities of tho Ceote in a nlanned and progressive
t o

(5

I G

DC-

nanney.
25.  An autonomcus judicial powsr that assures the cqual applica-
ticn of the law to &1, :
26, The Armed Torces, as oerent and princlipal support of the
Peruvian Reveolution, will conduvt the proccvv of cxcngc until
these changes are irvrveversible.

[3

(Velasco: 1974, extracts)-
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Principal changes ushering in Phase 11 of the Revolution iiere contained in
late 1976 and 1977 speeches by Prosident Dermudez and by the February 1977 Plan
Tupac Amaru. This plan abandored the social property concept and moro'oxpl{citly
encouraged tocal and Toreicn inverivoni (LALDL, Tebruary 11, 1977:46).  Other
basic changes in Phnse 11 dncluds e vermmulation of point 43 lend balongs now
to those who work it and i G0 produce. Contrery Lo point 8, the State nas
denationalized sigrificent ¢lorents of those sceters Tistea.  Contravy to point
17 tho cduceticral reforia of e carly 1970's has been Torgely dostroyed and
the new textbosks abandoned.  Contrary Lo point 20 all siriles are now illegals;
they continue anyway. Finally, contrary to point 22 the press s now directly
under ctate control with veporters being havasced, {ired, and even oxiled. In
sum Phase 1T marks significant countervevolutionary steps, publicly tornad policy
corrections, emidst continuing revolutionary rhatovic.

This does not, however, encivetly diminich the utility of Plan inca for RD's
understanding of how to procead with developront aclivities. Therefore it is
important to see clearly ihe philoscphical and praclical Timits of the Rovolu-
tion at ils height. There arc, in truth, a number ol sclf apparent contradictions
in this catalog. The initial humanist vision gives vay immediately lo a focus
on material resources and organization. The state, however defined, would
design, organize, and control the ramparts of the cconowy; how could that, per
se, promote "active and free participation” rather than the shell of participation
What comparable force in socicty would act to balance the preponderant role of the
state and insure its realization of such secially responsible goals? How could
the state pursue the saie mode of production and links with the vworld system

(despite a redivsion of the spoils) and create a participatory society when the
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core nature of the mode of production at each level favor the few over the many
and the core over the periphery.

‘What the Peruvians, like most other people including the Americans, seem
yet to realize is that a humanist vision cannot'move beyond rhetoric if any
bloc of power - -social, political, or economic - in the society does not have
comparably strong checks and balances. A provocative new discussion of this

thesis is Politics and Markets by Charles Lindblom, Sterling Professor of Politics

and Economics at Yale. Such philosophic understanding must become more central

to every AID development design. At the same time the historical record must be
made very clear. What Peru has done with budgetary, tax, and investment choices
in the last decade is the most critical indication of present and future political
will to actualize rhetorical humanist goals.

. A meaningful tabulation of Peruvian government outlays is very difficult to
assess. The values of currencies have shifted aporeciably and a straight line
presentation, the normal one in international financial statistical tables, is in
several vays misleading. Admitting much possibility of error, I offer these
figures (from IMF, 1976 and 1977 sources) and scme notion of what they imply for

the development process.



TABLE 5

Peruvian Government Expenditure

(billions of soles, curvent prices):
EST FIRU .

D
1970 1971 1672 1973 1974 1975 1976 1977

Goods and Services 24.21 27.39 21.52 37.77 4453 63.200 G7.47 128.00
Wages & Salaries 13.02 16.20 18.62 21.53 24.C5 32,40 42.21  55.10
Other 2.70  2.69  3.40  3.12  5.16 5.34 6.36 7.70
Military Outlay 7.6  8.50 9.50 13.06 15.61 25.46 335.90  65.20

Interest Payments 2.35 3.11  4.27 5.93 7.70 9.42 13.62 25.50
Domestic 1 1.24 2.54 3.48 4.40 4.47 5.76 -
Foreign 1.35  1.88 1.73  2.45 3.23 4.%6 7.87 -

Subsidies & Transfers 6.56 6.51 6.54 8.86 9.93 17.83 21.32 27.10

to Public Sector 593 2.76 2.02 2.83 4.21 10.43 10.43 -
to Houscholds 350 3.69 4.43 4.91 5.59 7.26 10.80 -
abroad 09 .07 .09 .12 .4 .14 .08 -
total bil soles 33.12 37.07 42.33 52.50 62.44 90.51 122.41 180.60
total mil US $ 856 957 1,004 71,357 1,613 2,011 1,764 2,022
av. soles/S$ 38.7 38.7 38.7 38.7 38.7 45 69.4  89.3

(some totals may not add, due to rounding off)
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It is not possible to speculate casually on the fall of percentage outlays
from A1.7: to 32.5¢ for wages and salaries. Raw figures on peirsonnel could not
be obtained. The definitions of cwploymont changad as the military created its

own organizations to go around wisympathetic burcaucyats whose salaries were
Frozen in a largoly unsuccessTul oflort o force their retives:nt. Meny new
people were hired on Vimited tera, rverewable centracts in order to insure their
coppliance. It is not cloar how any of this was accounted,

What s more central to questions of develovmant are the growing budgetary
drains couszd by debt service and the military. As Tabie & shows, fureign inter-
eot payments were 4.19 of 1970 expenditures; in 1977 they were about 10 to 127,
There is arcat Vikelihond that actual payments were much higher and viere handed
through channels other than the budget. AID must investigate this; bothh the
Peruvian lert and vight c¢laim, for example, that large clandestine payments wazre
made above announced compensations to multinational firms. But far and away the
most debilitating eleiwent of the budgetary situation is the mititary; in 1970 it
was 737 of the total and in 1977 it rose to about 367%. Clearly the military has
no effective check or balance within the budget process. Mo society serious about
human concerns and needs can afford such a waste; why is there no policy in bila-
toral and muliilateral economic contacts precluding or cutting aid for such a de-
monsiration of priorities? AlD should advocate this.

The government subsidy to the public seclor has declined a trifle from 1970 to
1976, hovering between & 172 and 97 One could be saddened that government run
businesses do not in sum run at a profit; or onc could be gladdened that the con-
tinued accretion of goversment holdings has not reised the deficit. Given the

various world and local economic dislocations over which the government had no

~35-



control and given the low productivity o some state sectors, the record of this
transition period is probably not bad.

A govermiznt's priorities are also revealed by the nature of inyestment
and tax policies. TBRD cconemist Richard cbb has studied Peruvian tax trends.
For the period.1960—197] he concliuded (1975:2258) that "government policies have
on the whole reinforced urbo-vural inequality in Pera.™ In his major work he
arqued (1977:45-0) waat the tax syston showed o significant degree of progres-
sion; but he did not show how important thiz was in the total resource or value
transfar between regions or sactors. The use of the tax system as a redistribu-
tive mechanism has been stymied by the opposition of a salaricd middle class,
the most heavily directly taxed group (Webb, 1977:59).

It is in investment that the nonvevolutionary character of the Peruvian
government is nmost clear. In the last decade it has, despite occasional excep-
tions, clearly pursued the goal of cxpanding the productivity of capital-intensive
export sectors over the goal of creating a decentralized, participatory, end just
economy - the model supported by AID's New Directions policy mandate. Indeed
the *two goals are in theory and practice contiadictory as a regional analysis
of the 1971-1974 investment wakes strikingly clear (Wilson, 1975:259-274).

During this period the Selva received the highest per capita investment.
The six largest Selva projects were related to oil development. They built
minimal links to the surrounding cconomy as inputs, the product, and most of the
highly paid workers were not native. nor did they stay in the Selva. [Lven iT all
the 8,000 jobs had been filled from the region, such a figure is not related to
the real employment needs of a population of about 1.4 million. Little of the

surplus accruing fror the oil production returns to the region. But the petro-

-36-



leum worker's salary level generated enormous Jocal inflation which endured..
The location of the refineries on the Coast further diminished any significant
long term residual wealth. In sum just another small enclave of the gxtractive
cperation was erected. The government is also building Selva-Coastal roads to
raise interregiéna] agricultural trade. Without data one can only speculate
that a Sierra-centered cost benefit analysis incorporating unequal exchange
would make this §1so a dubjous prospect for the optimal enrichment of thg major-
ity. |

The southern region of the Sierra and Coast received the next highest per-
capita outlay of investment. The Coast with 28% of the Peruvian population was
allocated 62% of the funds; 83% of these went into large-scale mining and agri-
culture schemes. In the southern Sierra about half the investment went to
similar ends. In both areas capital intensive activities are producing compara-
tively few jobs and exporting the natural resources from the region. Building
a refinary helps government revenue and cbntro] but does not generate high employ-
ment. The picture is little different in the northern region where 85% or more
of 1971-4 outlays went to industrialized expecrt agriculture on the coast. The
financially i11-conceived nature of recent industrial investment is chronicled in
Part E; the total is awesome and highly concentrated,while, for example, Peru's
most densely populated rural district got 315 soles/per person (versus a s/4,330
per capita overall northern region average), and much of that went to implementing
the land reform (Ni]ion, 272-3). The Central Region was no better apportione&;.
the bulk of its funds went to hydroelectric plant that serves Lima.

The investment in Lima-Callao is more complex to assess. It seems at first’
glance the least on a per capita basis; but the total becomes the highest by

adding the local government investment and the power complexes that serve Lima,
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Many o7 the 1971-4 funds went to infrastructure that would aid private manufacturing.
Significant also were social sector investments with both humanitarian and political
motives; investment in housing and health four times the national average and in
public construction twice that average must be constrved as essentially political.
Further research by A1D should scek oul any changes in overall goverpient
inveslment patterns between 1975 and the present.  Bub on the hasis of this cvi- -
donce the Poruvian aovernmont, cuided abeied, encovvecad, and prodded by the in-
ternational banks and corporations and hy the wultilateral institutions, s still
pursuing the basic production (a5 opposed to peonie), centercd pattern of growth
common in the 1950's and 1960's. This reality poses a practical and poiitical
challenge to AID given its mandate to assist the poor wajority. The obvious con-
tradictions have been wrestled with unsuccessfully in both the U.S. Executive and
Legislature for more than four years. The new draft {oreign aid bill continues
the intellectual merass calling for both developient models al the same Lime,
AlD's Burcau for Latin America has heen a victim of this mission impossible, a
reality more deeply analyzed in Section IIl.

E. The Macroeconomic Crisis

1. Basic Peruvian Assumntions

Development is difficult in any circumstances. In the present milieu a vast
part of the government's energy is spent in warding off international bankruptcy
and the political unrest at hows which arc the unsurprising results of the capital
intensive, outwardly'focussed development model carricd sufficiently far. For
the stability and health of this model depend upon variables heyond the government's
control. Over a period of years all of tie variables canrot rczsonably be expected

to operate within proposed Timits of tolcrance. Specifically Peru's government has
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based the weolfare of most of its citizens €n the following set of assurptions:

e Peru will Lo eble to bhorvow regulerly in es calelinc enounts.

¢ Multiple expert corrodities witd continue to receive high and predictable
returns. .

¢ Technolony will overceme presicis ot afforlable prices. The environment
will not alter or disinieqrate.

¢ Human baings vill aet with integrity, technical conpetence and social res-
ponsibility

As 1975 begins nearly overy esswsption has gone awrl,

2. Debts and the Trace Factor

£

The vorst olement in the current situction, from the viewpoint of syston's
maintenance, is the debt burden and Peru's repaymont obligatiens due in ithe next
several vears., Pecently published Tigures (Asheshow, 1077:103) ave 1ittle ditfer-

ent frem IFF ones: for 1978 official debt service will be in the $975-1,000 million
yange; Tor 1979 it will be about $1.2 billions for 1280 it will ba about $1.5 billion

ot

Fstimates of debt service ratio range around 0% and above, cenventionedly considared
to he far above tolerable Tevels. Reserves are curmvently negative in the neighbor-
hood of $1 billien. Raising prices r toxes at home will bring even more political
wnrest.  Defeulzing will bring internationzl {inancial opprobyium, tightened or ter-
minated short torm end long teorm credit lines, cconamic paralysis in many sectors
dependent on imports, end @ situation of similar instability end potential repres-
sion. In suim Peru scems poised to be forced or led into the Chilean wodel, a pro-
foundly antihuman pattern representing the entithesis of Hew Direcctions development
policy. A look into the genesis of *his situation will shed much necessary light

on the synptoms visible today and on the pavamcters of possihle futuires for AID's

efforts in Peru in the 1%80's,
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The first crack in the macroeconomic edifice of Peru came in the early 1970's
in that paragon of export led growth the fishmeal sector. From 1955 to 1967 Peru's
production rose from 20,100 metric tons to 1.816 million, from 1.6% tp 39.5% of
the world tota]; of the world's fishmeal export market that mecant a junp from
4.5 to 54.3% (Roewer, 1970:78). In Peru's export profile fichmeal and relatoed
products rcached U.S. $347 wmillion in 1970 or 33% of total exports; it was 37% in
1971 and 289 in.1972. The IBRD projected in mid-decade that it would still be 20%
of Peru's export total in 1980. But the World Bank analysts did not read Scientific
Amzrican. In June 1973 C.P. Idy1l published therc an ccological analysis, "The
Anchovy Crisis™ which looked beyond the surface crisis of the periodic sea change,
E] Tifo, that had drasticaily cut the 1973 fish haus.

Idyl1 pointed to the multiple delicate ecological balances that man end the
guano birds were intruding upon. Harvesting reached unprecedented levels in the
1960's and rose to 12.3 million tons in 1970 - beyond biologically acceptabic
limits. Exacerbated by, but apparently predating fluctuations in El ﬁiﬁo, Lo
conditions were in evidence by mid 1973 that bode i11 for the future (1dy11, 1973:28).

First, the size of the “"standing steck" (the total anchovy population)

now appears to be Tar smaller than normal. 1t may he as Tow as one or

two million metric tons, compaved with an average of 15 million tons

in recenl years and an estiwated 20 million tons in 1971.  Second,

tpacruitment” (the number of fish grown big enough to enter the com-

mercial fishery in any year) has becn by far the smallest ever ubser-

ved. It is scarcely 13% of the vecruitment in a norm21 year.

The state nationalized the industry in 1973 but was unable to increase production
or profitability. Part of the problem was 1nf1ated'c0mpensation being paid to-
largely U.S. owners of the fleet and the processing plants, owners who had built
up the industry for a quick killing in the 1660's. Drastic cuts in the wage force

were met by growing labor union militancy. The state declared a state of emergency
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in March 1976, met work stoppages with arrests and firings, and finally started
selling the industry back to privaiz owners in August, 1976 (Molinari, 1977).
Reports during 1977 suggested that this numan depredation of the ecosystem is
intolerable even at 30 to 407 of 19701 higns; by Noverber (Andean Report:205)
there were recommcndations of bans for six menths to two ycars, pending studies
Thus in just ono key element of the export sector, several of the basic
assumptions that held for a fiftcen yeer period of growth disintegrated in the
next five. In the middle of the 1970's the international oil crisis and the
collapse of world copper prices together wreaked havoc in Peru as it did in Zai
Zambia,and Chile. Severe trade deficits resulted on the order of magnitude lai

out in Table 6 {from IMF sources).

TABLE 6
EXPORTS AND IMPORTS
EST. PROJ.
mil US § current 1973 1974 1975 1976 1977 1978
EXPORTS _
Fisn Products 1657.1 201.4 203.1 200.7 245 289.4
Cotlton 63.3 96.5 53 70.9 57.3 70.4
Sugar 78.1 193.6 269.1 91.2 85.3 92.9
kool 11.8 7.1 11.4 18.7 23.8 26.6
Coffee 63.6 34.8 53.2 101 204.4 155.7
Copper 325 301 155.7 227 39 A458.9
Silver 79.3 140.9 146.3 1451 175.6 189
Other Mincerals 212 282.9 245.3 318.0 358.5 422.8
Petrolewm, Etc. 19.6 28.2 43.6 53.3 43 94.3
Other 102 156.5 105.2 133 200 250
TOTAL 1111.8  1503.3 1290.9 1359.5 1782 2050
IMPORTS
Capita] Goods 328.7 610.9 781 675 546 585
Fuels & Lubricants 73 187.1 265 261 219 37
Eo?d Imports 155 240.3 286 189 153 177
ther Private Scc. r 683 689 768
Other Public Sector 538.3 870.6 1058 292 543 433
TOTAL 1095 1902.9 2390 2100 2150 2000
BALAKCE i15.8 2400.6 -1030.1 7405 -368 +50
t



Leaving aside for the moment the validity of the 1978 projeciions, it is apparent
that Peru, despite its unusual breath of export commodities, could not at all
gracefully withstand the multiplicity of dislacations apparent in these stalistics.
Considerable belt tightening, felt most acute]y'at the local level, was combined
with massive berrowing which, as in mest Third World countries, is difficult to
assess accurately.

Partial knowledge, however, is better than most - even with the current dis-
burbing disparities beilween IMF and IBRD Figuras. The World Dunk revised its
external public debt figures for Peru on Octobor 26, 1977 in their Vorld Debt
Table series.  These numbers show publicly guaranteed debts of one year or longer
but not short terin rollovers. HNor do they accurately reflect increments of new
private foreign investment and the additional strains on resources these imply.
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PERY
l""7‘\-."‘\‘.Du\‘lﬁill‘\*"’-’uu""?"“cﬂl?“t‘7'0":’”'«'“&:\,l'n OO DWW ITAHLE DN GMNUL S U e LMDV RN WO "D I8 2. ' A O WIS s

167} fove 1975 1974 1375 1976
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POYATAL DQUTST INCL UNDISS 13004 $606,75 SR 3ati,0 Ihb7 .0 0183,6
2 PRYVAYE CxENITONG . 725,43 87301 1299, 1719,4 2OEY 4 2584 9
3 gyreyEne 377,9 LOD, X oo h wit, e ey 9 TRTE N
] PRIVAYTE FINaANIIAL THNS&T 370¢ b 451, 671:0 {245:6 105742 213346
S PULVILATERZY 00,0 LN 2409 2500 00,6 S0t
b TEFD 1760 1063 ot 8 5.0 il JEO. 7
7 ID4A

3 BILevcual OFFICTAL! 36 S39,0 525, 101t,¢ 0755 125244
§ TATAL JJ1SY DIZBURLED puLY 9627 11002 taay, 7’ 2072.8 2662, 9 33196,3

Only a slightly more up to date picture is possible at this writing. INF sources
in late 1977 noted an additional $652 million of new loans in the first half of
the year and $93 million more between July 1 and September 9. One can thus esti-

mate a total debt just over $5 billion with 2/3 to 3/4 of it disbursed. Very
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likely most of this undisbursed is incorporated into committed long term develop-
ment projects and should not be considered as free to help meet 1978 debt repay-
ments. A )
3. Troubled Incustrics anc Investments

Incomp]ete.understanding of the impact of private foreign investment on the
overall cconomic and davelopmant situation does not mean it can be ignored. What
is strikingly apparent is a serics of capital intensive, i11 designed and impro-
perly rescarched industrial cowplexes cacountering one ecological, technological,
or financial dizaster after another. Sowe substantial sum of resources is being
wasted and lost in this fashion; appropricte Peruvian and international analysts
must work far harder and more politically effectively to counteract this trend.
It is nots in other words, an isolated abervation that Peru built an 5600 willion
dollar pipeline across the Andes to accomiodate a magnitude and quality of nil
that did not exist. From just the last few months of the Andean Report (May, 1977-
January, 1978) one is left with the impression that at least $4 to $6 million in
various investments are in scrious Lrouble of somz sort and are not at all likely
to bear soon the cxpected fruit. A few examples are in order.

Petroperu has far more problems than just insufficient yields. A report in
July 1977 indicated that the new wells coming into production were providing
petroleum with a salt content up to 700 1bs. per 1000 bbl. which was far beyond the
abilities of the dehydration/desalting units installed to deal with a level of
250 Ibs.of salt per 1000 bbl. Installation of twice as many nev desalting units
is indicated which will raise the total cost of the pipeline even more. Overall
assessments in Ociober and November were optimistic of wew discoveries and pro-
duction increases after € vears and a total $1.5 billion investment. At some

point in the next two years Peru may beocome essentially self-sufficient in petro-



leum products but also hostage to the security of a pipeline traveling through
the two poorest regicns to bring further wealth to the richest one. It is a
very poor long tevm ganble.

Peru plans to continue expanding copper production from its current level
of about 375,000 tons per year to about 900,000 tons by 1982. The chronicle of
the recent past is familiar. Short term loans were wade, based on expected income;
but copper prices did not rise, workers were not docile, and costs ran over pro-
jections. More borrowing ensued.  During ihe last year Peru lost considerable
revenue from strikers, undoubtedly one reason for the effort to mzchanize produc-
tion even wore. The May 1977 fadeen Report chrenicles the curvent expansion at
Centromin's Cobriza property, "already the most mechanized underground operation
in South America." A $160.9 million investment, with $36.4 million from th2 Yorld
Bank and $30.4 million from the IDB, promiscs a productien raise from 14,000 to
56,000 tons by 1980. Siaete of the art machinery is very eoxpensive. lone of
several internal or public studies of the project say at what cost per pound
Cobriza is expected to be able to produce copper. They do warn that the principatl
danger to meeting projected goals is a proionged period of low prices. The situa-
tion is precisely what the industry reviews of Forbes (February 20, 1978) and
others promise.

Planning has been going on for several years to mine phosphate rock from the
deposits a«t Bayovar. At leaslk $6 million has been spent by 1975 on just this

phase. The Andezan Report in July 1977 noted that the cost of the overall invest-

ment was estimated at $288 million. MHeanwhile the potential profit doubtless fell
as the price of phosphate plumnated from $65 a ton to $31 between mid 1975 and 1977.

Phosphate was only part of this industrizl drcam on the far north coast. The whole
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vision comprised several minerel plants, carried a 1976 pricetag of $2.773 billion,
and was to be completed by 1983, A long repoit in October, 1977 summed it as a
mirage faded and standing virtuvally paralysed.

Some 600 square kilomaters of desert near Arequipa is stowly being turned into
irrigated farm {and in a billien dollar development project. A Septewber 1977
report indicates that by its counletion in the early 1990's it will have cost
$13,000 per hectare and provide livelihood for a populaticen of perhaps 200,000
people. At the woment the schciwe has produced 5,000 jobs. From one perspective
it is grendiose in its elfort to bring water from 133 km away in the Andes. Cut
even if the money can be raised, is it a rational way to dismantie Lima's primacy,
pay political debis to Arequipa, or address the real long tern needs of 2 reqion?
By 1990 the urban area alone of Arequipa alonc could have 800,000 to 1,000,000
people.

A1l of these capital intensive production projects are very expensive invest-
ments in which the state, and thus the socicty, has a great deal at stake. IT
something goes awry, further resources must Ti1l the breach to maintain value in
the whole. Peru has accumulated mény of these projects; the odds of at least some
providing unpredictable but consistent drains on public resources is high. Given
the complexity of accounting and ownership issues, it is not at all easy to see
the real magnitude of such dreinsy thus, in the current period with the price of
copper far down, produciion is expanding and being sold at least in part at a Toss
(New York TVimes, 12/23/77 but disputed by some) to get foreign exchange and main-
tain the warket share. The Toss must be made up somewhere.

4. The Military as a Capital Drain

There is one more rajor direct budgetary drain in Peru. The military is in
charge of the budget and has meny of “is c»n to reward, Spending for armaments
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is hard to chronicle, but in the period from 1975 to 1877 outleys appear to have

been $600 to $700 million a year up to a total of $2.1 billion. In the same
October, 1977 article Nicholas Asheshov (1977a:187) stated the underlying issues.

Basically the government has always been insensitive to criticism

of arms spending. President Horales Bermudez maintains the expen-

ditures are merely to replace out-of-date equipment and that Peru

is both pacifist and "anti-armamentist." But some observers,

including American bank executives who have hielped finance the

country, suspect there may be another important motive behind the

arms - simple greed. "The officers there get huge comuissions

from the purchase of planes," contends a New York banker who is

close to the Peruvian situation. These commissions, he says,

could amount to 10 per cent or mone of the purchase price.

Cultural, bureaucratic, and personal interesit combine to work against the over-

riding social interest. Asheshov is quite right to ask both the banks and

Washington to consider the potential result of vast new capitol inflows aimed to

prevent "political and economic shambles" if no new institutional restraints on
I

military spending are created.

A more complete analysis of militany motives would need to explore the class,
regional, and corporate 1links of high officers and. the nature of the international
threats Peru perceives on its borders. Brazil may have ambitions to encroach on
Peru's eastern Amazonian jungle regions and their suspected mineral:reserves.
Ecaudor, having declared the 1942 Protocol of Rio nul and void, claims the north-
east corner of Peru including the city of Iquitos. Most tangible has been the
threat of a border war with Chile. The issues involve 1legal, symbolic, and psy-
chological claims imbedded in the treaty a century ago which ended the "War of the

I !
Pacific! and left formenrly Peruvian and Bolivia areas under Chilean control. This
author heard' conflicting private reports on the potential for war and the' degree
of human disvuption of border areas. The issue has appeared in the Peruvian

press to the immediate detriment of the journalist. Despite elements of rap=

proachement noted between 1976 and and the present, the Peruvian government could
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soon face such a crisis at home that a foreign war would be an excellent diversion.

The means for it are certainly there.

5. Inflation, l'ogiplowrent, and the Popular Response

What is tearing Peru apart cnd paralyzing human centered development even wore
than these direct financial drains are the profoundly corrosive indirect drains on
social purpose and spirit. These are inflation, unamnloyrment, underemployment and the
the many forms of human wastage end wisery that result. Statisticg on these pro-
cesses are woefully deficient samples of wodern urban seclor condilions. The
ripple out effects are badly understudied. But only a few broad strokes of the
picture adds wuch substance to tha present crisis.

Consumer price movements in the Lima metropolitan area have riser throughout
the 1970's in a consistent and escalating fashion. The overall index (from IMF,
19772:15) shows the following annual average percent change: 1971 6.8 1972 7.2%;
1973 9.5%; 1974 16.9%; 1975 23.6%; 1976 33.5%. For 1977 the rate climbed past the
40% Figure the IMF and Peruvian government asserted to somelhing nearer 45% accord-
ing to the Decenber, 1977 Andcan Report. Feeding this directly that Tast two vears
was a 3147 devaluation of the sol between June, 1976 and wid December, 1977, Con-
trary to IMF prescriptions and government assertions, independent predictions for
1978 (quoted by Asheshov, 1977a:183) are for continued and perhaps steep price
rises.

It is even harder to assess quantitatively the nature of unemployment. Statis-
tics from outside Lima do not appear in international analyses. The conventional
definition of the term collapses from the empirical evidence of Brush (1977). But
accepting the available figures is bleak enough. The IMF (1977a:91) chronicled a

fairly steady 25-35% in the wetropolitan Lima area who, between mid 1971 and early
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1976, were either unemp]oyed.or underemployed. A mid 1977 report by the

International Currency Review (9,4:151) was far more bald: "unemployment has

reached about 45% of the available labour force."

Not surprisingly the Peruviar people, who are after all human beings not
pawns in an intérnationa] game, have been protesting with increasing frequency
and violence. It wouid not be inaccurate to describe this as a contest between
unions strugg]iqg for material a.d ideological goals against a government, under
great financial bressure from the IMF and others, bent on shifting the escalaing
costs of "developmentalism" and bureaucratic greed onto the sectors least able
to pay. The process is a dialectic of wage cuts or layoffs in one sector or
another, followed by reataliatory strikers and work stoppages leading then to a
partial compromise. Strikers, from the government perspective,cut production
and therefore pqofit and revenue. The chronicle of these struggles cver rejent

years can be traced in several publications such as Latin American Political Report,

but what matters most here is the seriousness of the events of Ju]y, 1977 and théir
cumulative impact on Peruvian government thinking as it faces one of several dras-
tic choices in the early months of 1978. "
In early July strikes and riots greeted announcement of a set of usterity
measures designed to bring down government spending and encourage the IMF to re-
sume negotiations. Many cities were involved, and &t least twenty people died
from various police and troop actions. On July 19 a swuccessful general strike
immobilized Lima. nge 300 union leaders were arrested. More people were shotv
Civil libefties, eroded by several years of comparable episodes, are obviously now
in severe jeopardy despite protestations of incipient democracy. The government did order

wage and salary increases a few days later, but it is clearly a highly volatile

situation waiting for the next spark.'
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6. Three Scenarios of Crisis Resolution

It is in this state of cumulative economic and political disintegration

that: the Peruvian government faces in early 1978 the mathematicaT certainly that

it cannot meet the total of its projected financial needs this year. "Total oblj-

gations for the first quarter of 1978, by the December 1977 Andean Report (221)

total $370 million. A consortium-of 90 banks was said (Journal of Commerce,

-February 16, 1978) to be about the offer a $260 million loan as one stop-gap

response. Russia (New' York Times, February 25, 1978) deferred two $60 million

arms obligations due in 1978. A banking source told the Journal of Commerce

"Peru will get their money regardless of the numbers; the banks can’t_&fford to

let Peru go down the drain for fear that it wouldn't drown alone." Can the sit-
uation be resolved so simply?

Optimists calculate that increased American aid, a reschedu1ing of perhaps
$450 million in debts and the continued confidence and support of the IMFE (based
on a November stand by agreement) and internatiorai-banks will see Peru throyngh
the year., The flows from the U.S. PL480 program will grow, and otherlspigots
can-he tapped. But one must look beyond bilateral flows to Peru's ability to
meet overall international expectctions. For many reasons this author will sup-

pot the bleak conclusions of the Andean Report (December 1977:222).

The program laid down by the Fund .... is not in line with what
this government is prepared to enforce and it is now clear that
1t was signed in bad faith by the Fund and by the Peruvians in a
combination of hope and desperation.

It is, in fact, the view of senior Peruvian officials that
Washington - the Fund and the State Dapartment - is out of its depth
here.

It seems that events are beginning to move faster than either
the Peruvians or the Americans can handle. The French daily, Le
Monde, already calls Peru "“the IiiF's Vietman." 5
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It is thus inperative that AID and every other institution and individual concerned
with the human ~ights of the Peruvian poor majovity look deeply at the multiple
jmplicaticns and conflicts ¢f cach possible choice.

o Peru can try to wuaddle {hrough with IMF modicine, international aid,

and somé reschedul ing.

6 It can declare some form of debt moratorium either alene or in concert

with othpr povers.

¢ Or it can have a political change, modify its development paradigm,

and scek what debt rescheduling is necessary.

Some fovm of the initial course has been Peru's choice to date. It 15 openly
loclking at the international banks, whose free and easy money policices Peru asserts
(Justly) were a major causative factor, to be supperiive and to allow some vesche-
duling as of March or Anril 1978. Tt is equally leoking to the United States for
tangible funds, using as a lure the promise of forthcoming democratic elections.
Substantive bilateral aid would appear to be politically impractical. Elections
in a time of increased rvepression and poli tical conflict scem contradictory, as
Pinochet's plebiscite, recently revealed in Chile. But the most serious flaws in
this optiun appear in the INF's assumptions and projections.

The first flaw is in the ethnocentrism of the interchange between Peru and
the IMF during recent months. It is not so much the publicized bickering but
instead the jmplications of the ongoing pavsoanel shifts in Peru's cconomic leader-
ship. In a highly cqmp]ex financial situalion, Peru is playing with "rookies".
Even vorse are the psychological dimensions of the dependent relationship. The
December Andcan Reporti states that every documznt in the IMF-Peru exchange includ-

ing those supposed to be written by the country, was a Fund product. The non-

-50-



participatory nature of the Hovember agrecument creation and the unusual delay of
threc months compliance prior to initial payment both sccved to alienate the
involved official, and diminish their will to comply. When end year net inter-
national reserves fell $45 million over the set target, the meaning and validity
of the Noveuber ayrecment was imsadiately viewed by some as nul and void.

A second flaw in the Fund analysis is the lack of any methodology relating
technical assumptions to political reality. The Andean Renort summed up these
issues in this gentec) Tashion (December, 1977:225).

Sonie Peruvian econowists say that not only is the program

draconian but that it is in many respects technically flawed., Tt

calls, for instance, for a net loss on the balance of payments

account next year of US $150 willion end an inflation of 20 per-

cent, coubined with the prediction of a zero growth rete. But

that kind of inflation and net paymonts loss in Peru's present

situation would bring a drop in gnp of a least {ive percent - a

depreccion (that is going Lo happen anyway) - and possibly as much

as len porcent, a really bad depression, so bad that it would need

an exceptionally sirong, determined government to enforce and with-

“tand Gt
Withir  Peru some greup or groups will have to lake the Toss, and various sectors
have deronstrataed a willingness to use violence to prevent such suffering. The
IMF has wiritien a presceription for civil war, not for economic development or for
muddling through,

A third flaw is evident in the IMF projections of 1978 exports and imports
revealed in Table 6 (p. 41). Unrealistic premises and expectations is past
Peruvian cconomic planning have been treatcd above (Part E). The IMF 1978 projec-
tions, in specific (cf. Tabie 6),can be questioned with the following pessimistic
counter-projections:

o Unless there is a fortuitous reversai in marine bicmass ecology,

the 1978 fishing yields will be comparable to the 1977 poor yields
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Ei o Production of more copper does riot necessarily:mean copper can be
sold profitably.
?{ o ' Petroleum, slated to make major gains in the trade balance on the
‘f i[ order of $233 million, is subject to many variables both in tge
‘j : 1nternafiona1 market and in the internal capacity of Petroperu.
o j | o Recent history (1970-1977) suggests there will be one or two major
unrelated commodity price surprises in the international market

j! for Peru's specific list of exports.

The trade balance could thus easily be-5260 million insead of + $50
| . million. Given so many other volatile olements in the economy, it seems wiser
}i to plan with real pessimism.

In sum the plan to "muddle through" makes both political and economic assump-=

I! tions that are unreasonable. The quality of IMF analysis and prescription is not
what the United States government should accept as a basis for policy making.
Indeed the situation appears so serious that both the Executive and the Legislative
|| branches should, even must, launch full scale multi-agency reconsiderations of both

the situation in Peru and of the ﬁhi1osophica1 and methodological abilities of the
J! IMF.  The brief sketch of issues here barely scratches the surface.
i, 145 Central to such a reassessment must be a far more coherent understanding of
what is happening system wide when the IMF"s favorite policy tool, devaluation, 1is
?{ implemented. The IMF has badgered Peru into such currency devaluation in the last

two years. For example in July,1977 the Fund pushed for a 17% devaluation and
’1 continued mini devaluation which would combine to drop the sol from its then

S/80=US $1 to just oven S$/100=$1. Political crisis caused a brief backlash and

consequent suspensicn of this policy, but not for long as current rates show.
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Dovaluation has enormous costs, unevenly spread, which are not at all visible in

IMF reports. A Hovember, 1977 study in Andean Report described some in this manner

(p.202). : .
Rankers say that the privete sector short and medium tern foreign
debt is in the region of U3 $1.8 billion end with the dollar at
/.00 this amcuntod to S/.144 billion. With a price of S/.110
the deht has suddenly blossoned to $/.198 billion, an increase

of /.54 billion. Mhere this sum was Lo come from, no-one could

explain.

Similarly, the state-owned industrial and commercial corporations

have a foreign debi calculated at around US S1 Lillion, about half

of which is Petroperu's. Their obligations suddenly increcsed by

around §/.30 billion.

In the case both of the private and the state companied some o7

the new debt will be balanced by wmuch higher income from cxports.

Mining cowpinies, for instance, are temporarily back in clover,

despite low international prices.

But for the many companics not in fhe export trade the cost of

the devaluation, coupled with the vetraction of Tocal crodit

and shrinking sales, mzans that ends will not meet.

In sum the Peruvian state and socicty made a gift to foreign banks, corporations
and countrics (mostly of the core) of 94 billion soles or (at S/.110) $854.5 million.
Among the few who benefit from the devaluation are the mining corporations cperating
in Peru. A1l their local costs, such as local wages, went down about 27¢%, as did
any outstanding obligations to Peruvian banks. It is not surprising that various
rations in the Group 77 are seeking a new internaticenal economic system.

Peru has other opticns. lone ave without risks. For one Peru can, by itself,
default or declare a moratorium of perhaps three to five years. This would appall
the IMF and the international banks; handled amateurishly and cmotionally the re-
latively small statistical losses for Citibank, Chase Manhattan and others could be
blown all out of proportion through a largely psychological paradigm. Given the

ideological noture of international banking's concept of property, caim and logical

action may not scem Tikely.



It is, however, crucial to consider this issue from a Tonger term and more
neutral perspective. FMoralorium would not be the disaster that the bank's pro-
pagandists now deceribe; ne one bank is owed an amount that would reflect too
profoundly en ite Tuture parnines, Estimates for one centrally concarned banl,
runcred to he in an carly 1970 study fleating among top policy makers, suggest
that the bask's projecicd 1289 profit, in a worst possible case (Peru. Mexico,
and Drazil defauli), would 11 less than 107, Loth the U.S. banks and the U.S.
governnent have o tmuch niore cubstantive long term reason not be antagonistic to
a moraloritu effort by Peru. Such o posturc would drive Peru into the hands of
Japanese, Arab, or Russian Tenders. One motive of Russia's late Februarvy 1978
debt deforra? was clearly to demonsirate its comparatively greater responsiveness
to Peru's plight. Soma form of moratoriwm does appear inevitable after the curvent
period of nuddlings a $Z60 wiilion Toan will only last so long. If Peru offered
a responsible movaterium plan and simultarcously continued to meet its short term
trade obligations, it should be accurded serious and quite possibly favorable
consideration by U.S. policy makers.

Sensing continued antagonism, however, Peru could seck a stronger position of
debt moratorium by & joint action with other similarly threatened countries like
Mexico and Brazil. This scenario was discussed among Group 77 members in Dececmber.
it is the scenario most feared on Wall Street and provides yet another reason to
transTorm the current approach toward Peru of carrot and stick into a policy with a
potentially result worve in keeping with the stated United States foreign policy
ideals of human rights.

As a third possiblity Peru could undergo significant structional change

of its political order. In this scenario strikes would paralyze the society, the

military's cfforts al repression would not get people back to work, and a period
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would ensue of confrontation, chaos, and bloodshed. With even greater repression
the military might reach a Chilean solution. Or a shaky coalition of labor and
local accumulators might provide the initial basis for a far more peog]e-ccntered
participatory society and leadership. Some conflicts with international interests
might ensue bef&re the new rules of the game were set. But Peru would inevitahly
veturn to the world system; cven avowedly Marxist governments in Angola and Viet-
nam do so. A government with significant union rarticipetion seems to be the only
onc that potentially might try to meet the health, education and economic neecds

of a major portion of the society, not 257 now and the rest at some vague future
tiwe. It is this poth that would, in other words, be most consistent with the
development madel of AID's New Directions mandate.

The current macroeconomic situation is thus not conducive to sustaining the
present deveicpment path, never mind any other. The crisis is extremcly complex
with much necessary data unknown and wore serious analyais indicated. Continuation
of Poru's present course does not appear to be statistically or politicilly vi-
able. Thal is nov a cerlainty, but it is a vary high probability, high enough to
merit very very urgent and serious restudy of tihe whole concept, purpose, meaning,
justification, and operation of this system's mainienance. Inevitably such an
analysis will be caught up, as has thic one has in this last section, with whether
the systemw can be stabilized.

AID's concorns must go beyond that to whether the system should be stabilized.
The chasm between Peru's path and AIR's mandate has been laid bare. It is now.
appropriate to describe the predicamonts of the poor majority of Peruvians, the
developrient targets. For placing them in the workings of the bottom layers of the
system is the first step toward assessing the effectiveness of current international

developrent intrusions - whether by AID, the World Bank, or the Interfmerican
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Development Bank. That in turn is the preamble to presenting modified or

alternative policy options on both the theoretical and operational Tevels.

I11. The Principal Developront Tereis

Targets as‘a term connotes acgression end cthnocentrism, but to call the
subjects of development "benzficiarices" imples paternalisn.  Language does not
glorify poor people; it is & tool of historical winners not Tosers. This ana-
lysis is trapped in sewantic¢s at the onscl because most Peruvians and students of
Peru have until recently referved to the poor, certainly the rural poor, as Indians.
Indians speak Spanish badly or not @t all, follow velatively powerless subsistence
economic pursuits, wear certain kinds of clothes, ete.  The term, however, has a
racist core which reveals its raison d'Give. Piel (1970:108) put it most succinct-
1y in his definition:

"Indian": a concept created by the dominant classes in Peru to cover

in one word the rural and partially autochilhonous mass of the popu-
lation, which was dominated by a “white", crecle or wostizo elite

under a system of social, fiscal, and juridical values of a racist

and colonial type, inherited from the time of Spanish rule. In no

circumstances is the word of any use for describing a racial or

ethnic identity; it does not exist and has never existed at any time

in the history ot Peru. '
As soon as the Indian goes after a modicum of socioeconomic power, succeeds in de-
feating some of the confidence-mechanism at work kecping most people coiparatively
pooy; and achieves a measure of social and economic mobility, then he or she is no
fonger an Indian but a mestizo (or at least a cho]g). The empirical reality is
that the terms have no racial meaning, as essentially all Peruvians, except the
the ethnic minorities of the Selva, are quite racially and culturally mixed. It is

a rare Europeanized member of a Lima's elite that under scrutiny does not reveal

Indizan cultural patterns.



Development, however, is an historical process. It is the actualizatiop of
cultural belief over time within a prevailing mode of production that matters
here. How do feelings modify or guide action? The mestizo townsmen described
on page one by a premier anthropologist (Stein,'1972:24) "appear to be firmly con-
vinced that Indians are biologically inferior and consequently deserving of a foul
condition and contrary, hostile treatment." Certainly such a view falls somewhere
toward the exclusionary, intolerant end of a continuum of internalized beliefs
about tolerance and behavior. How a government, whose personnel cannot be immune
to widespread social norms, can carry out development programs in such an environ-
ment is not a problem unique to Peru.

It is, however, critical to international development efforts and AID develop-
ment designers to incorporate into design structures an understanding of the core
motives of each actor in the process. If mestizos at the botton of government
bureaucracies are called upon to do things contrary to what they have normally
found or defined as rewarding, government mandates are sure to be warped.

Understanding underlying normative elements does not imply placing them into
a sociological model like the plural society. This form of cultural explanation
is handy for a "developmentalist" school which treats poverty as inevitable and
the solution as cultural adaption. But it is not analytically valid. Both rich
and poor can see that the relative disparities of wealth, education, and opportun-
ity are a function of mobility per se not some innate ability of cultural adaption.
What affects mobility is not poverty or illiteracy; these are but external symptoms
It is instead mechanisms of domination or, as Elliot (1975) calls thcm, confidence
mechanisms.  Stein (1972:46-7) draws the conclusion exactly.

Therefore to the extent that "Indian-ness is an instrument of mestizo

domination in the Peruvian social system, and to the extend that tra-

ditjona] Indian culture is nothing more than the result of mestizo
action which forces "patterns of Indian behaviowr," the system itself

-57-



as a mestizo creation is part of mestizo culture and there is no

separate "Indian culture." It is inappropriate to view Indians

as "responding” or "reacting" to outside cultural influences with

their "own" cultural creations; rather, Indians are to be vieved

as part of the system and lacking both alternatives and the auto-

nomy to make choice. ' .

The job for development intrusions by the Paruvian government and by AID is
to identify the mechanisms at work maintaining domination and to devise ways of
changing or destroying them. If that proves politically impossible, then the
mission would certainly be to mitigate to some degree the mechanism while simul-
tancously working to make the optimum structural change a politically possible
one. At the very least AID projects should mobilize poor people to work toward
specific economic goals at the Tocal Tevel.

The pasic paradigm widely used in Peruvian studies to begin an analysis of

the mechanisms of domination is the baseless triangle. A most recent and satis-

factory discussion is by Wayte (of Street Corner Society fame) and Alberti

(1976:206-10). One individual with some Tand or other productive base employs indige-~
nous workers and monopolizes their access to much or all of their material, informa-
tional, social, ana financial needs. By keeping the level of sociocconomic aware-
ness extremely low, the landlord could prevent the political consciousness of pea-
sants leading to political mobilization against him and thus a change in the degree of
exploitation. The model is most applicable to pre 1960's haciendas in the Sierra
carried on in modified form through various kinds of patro-client relationships
and through institutional, policy, and cultural biases as described in the initial
theoretical introduction. The model is less applicable in the most remote highland
world where reciprocal ties still predominate.

This section wil pursue this model, subsidiary elements, ecological constraints,
and any other relevant development blockages to try to present the kind of material

that is necessary for the design of development intrusions given the prevailing
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1egis]ative mandate. The targets in Peru that would seem to merit attention are
these: highland reletively autonomous villages, workers now in cooperatives,
other highland and lcwland small hotder cormunities, the urban barriadas, and the

Amazon ethnic minorities. With unlimited resources the problems of fishermen and

and miners might also be addressed.

A. The Highland Villages

It is impossible to do real justice to the considerable variety of village
experiences in highland Peru. Each region and area has its unique ecological and
resource base which modifies how and to what extent a given village interacts with
the world system. Thus the parting critique by Orlove (1977:204) of both moderni-
zation and dependancy theories about the inevitable nature of the world system and
its penetration is not entirely out of line. People do act creatively where given
relative freedom and motivation to do so. What Stein and others argue persuasively
in return is that to the extent a village enters into trading relationships with
the larger system, its field of choices is constricted. The control of the dynamic
and the preponderant advantage lie with the greater in a relationship of unequals.
This section will explore through one case study the essentially inwardly-controlied
highland village to try to suggest what outside development interventions might
be called for by the villagers or by longterm weaknesses in the delicate balances
with nature that permit reasonahle subsistence.

The villagers high in the Ande.. dave had to adapt to a degree of ecological
complexity with few if any parallels in the world. In one valley in north central
Peru is the village of Uchucmarca with a population of about 1,000. It was visited
by anthropologist Stephen Brush (of Willian and Mary) in 1970-1 and 1974, and his
book appearcd in late 1977. Many many aspects of his reserach effort cculd serve
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as a model for the depth and sophistication necessary for AID designs woridwide.
Here a few elements must do.

Uchucmarca sits in awesome and rugged terrain whose very nature imposes a
degree of isolation from the world that makes impractical great reliance on the
outside for any‘economic need.  Indeed within the valley transport by foot, horse,
or truck is usually arduous and tiwe consuming; one can see visually places it
takes twenty hours to walk to. In such a habitat these Peruvians developed one or
more ways to reap economic rewards from cach of seven different microclimates and
biological communities that corvespond to seven altitude ranges between 800 meters
and 4300 meters. HMearly all families cultivate crops at several of these levels
while Tollowing a complex yearly agricultural cycle. The pattern for Uchuchmarca
is thus a bit more elaborate that the common four crop zones described elsewhere
in the Andes: 1) a lowland tropical zone for sugar cane, fruit, and coca; 2) a
temperate grain-producing zone; 3) a cooler potato and tuber zone; and 4) a high-
land grass zone suitable for herd animals.

Uchucmarca's economic activities, from the bottom up, begin at the temple zone
(800-1500 meters) where irrigatod‘agricu]ture is practiced. Competition for plots
is considerable in the areas where cash crops ere possible. Such plots are few in
number and the most remunerative. Fruits, maize, cocoa, manioc, plantains and
peppers are grown, but by far the most important crop in terms of Tabor and reward
is sugar cane. If no flooding intervenes, a cycle of 3-5 years is followed allowing
2-3 years of harvesting. Cane is cut by hand, hauled to one of four mills and
processed into ten pound cones of crude sugar to be sold outside the village. It
appeared to be the only crop of which more than 107 was sold outside the village.
Not very many villagers seem to have been involved; the economy of Uchucmarca

functions basically by exchange relationships.
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The next zone (1500-1900 meters) suffers drought often enough to discourage
cultivation. It serves instead as a basic source of firewood, the only fue]:
Pursuit of firewood occupies every family member and roughly ten percent of the
time used in subsistence activities. The third zore, kichwa, (1900-2450 meters)
has, in contrast, predictable and reasonable rainfall and temperatures. This is
the basic grain producing erea; wheat and naize are staples with wheat the largest
single protein source. Beans, fruits, squash and even chickens and pigs grow at
this level. But grains are central. lore than half the plots are being sharecropped
hut despite lancd pressures production is stitl kasically nenconmercial anc
within the subsistence mode. There are as well some cash transactions with out-
siders.

Above the kichwa sits the templado zone (2450-3100 meters) and the village of
Uchucmarca itself. It is a transitional region between the dry forest above and
the warmer moist one below. Some crops from both are present; the field pea is
the only important one exclusively at this level.

The fifth zone is the jalka (3100-3500 meters) and the area of potato produc-
tion. Villagers have more land here and spend more time in this activity than that
at any otlher level. Only about a fourth of the crop is produced by sharecropping.
Just under hal? of all households own at least one plot at this level and 77 percent
are involved in some form of production; these are the highest degrees of ownership
and participation of any crop.

The last two distinct zones are basically communally used. One is the jalka
fuerte (3500-4300 moters) which has frequent frosts and much rain. Here are the
grasslands which provide pasture for cattle and sheep. Move than half of the house-
holds maintain at least some cattle as a form of 1iving bank account that is easily

convertible. The last of the seven zones sits to the east of Uchucmarca Valley,
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stretching out from an initial height to about 2500 meters. It is a very thick
forest, good for hunting and for wood.

The sum of these seven zones is a quantity of resources allowing perhaps an
unusual degree of independence from outside market activity for a highland village.
This has led to.a very highly developed and successful subsistence economy; Brush
saw income and wealth disvaritics based largely on historical and demographic
settlement patterns, but he found no visible evidence of malnutrition or dicting
deticiency. Ho fmaily owns more than 10 hectares of land. The inheritance system
tends to fragment holdings, Teaving a minifundio pattern and an average of 1.58
hectares per houschold. This does not promise long term stability. A few families
have no land, and the holdings per crop zone varies.

To maintain such an economy requires a considerable social harmony and the
rechanisms to insure it. Key to Uchucmarca, as in any basically reciproca}~1ineage
mode of production, is a web of exchange relationships with the kinship systea as
the core. "As if it were the nature of the universe", the kinship system embraces
©11 human actions from birth to death. The nuclear family is the heart, but the
"general kin universe" (Brush, 133;4) extends to aboul 10% of the village for any
individual. For most it represents a considerable pool of b ~cources. At
least six major types of exchanges are distinguished. Princip 1 in o o sociedad
or sharecrapping exchange of land and labor; the ov v provides cha o al dnputs,
and the yield is divided equally. About 70 vi ihe houzoholds are davelved in this
form atone. Other forms include labor cxchimyge, lator for food v cash, ritual
harvest exchanges, cxcha.es of goods, ceteetera.  The vesult sor each household 1s

a strategically designed network, and the sun of the networks is the economy.
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To be sure, individual stratecies sometimes fail. Many mechanisms come to bear
to lessen failure and inequality. Brush (91) summzrizes them in this fashion.

Redistribution of resaurces occurs throughout the pericd of pro-
ducticn: Tland is mwade ava ]AJ)1U to those who do not have it .
throuch the systen of sericdad; sced and oxen are obtoinable
through rentel or cxchonie of <ervices; lebor s offered and
utitized throunh reciprecal dabor exchange and through systems

of payient invelving the use of cash and crops.

The system was indubitably fupericct since some did not have land. Llaziness was not
reported upon. A Turther avenu2 for those deprived was emigration. Brusch enumerated
176 adults who hed emigrated peemanontlys in 317 of the houscholds at Teast one member
had done so tesporarily (in their rost productive years). This village and others
makes villages like Uchucmarca outposts of the world-systom. This villaye and others
like it pay the initial social cost of producing a vast quantity of Tabor whose prb~
duction benefits another region - largely the Coast. 1t is only pertially compensat-
ed by immigrants and by wealth brouna's or sent back

An international developnent designer looking at a villace of this nature is
faced with scveral areas of possibilities. Initially one should be concerned that
the potential destructive forces of monetization be clearly and publicly articulated
in village mcetings; aspirations to trade have become morve and more obvious. How
will accunulations of wealth be stored and used in socially responsible ways?
Nommonetary exchanges are now veiled in great secvecy. Conflicls are novmally solved
within kinship norms. Taxes arc paid through vitual labor ¢bligations. HMuch new
educaticn is call for as the villagers themselves sce. Brush (119 c¢iscovered
among their perceived needs secondary education.  The Peruvian governmant has done
an excellent job in many arcas establishing primary schools in casy walking dis-
tance for G to 9 year olds (porsonal cowmunication). At the central location in

each «chool district an cducation service center is planned; part of this complex
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will be the regional secondary school. As they become operational one of the basic
confidence mechanisms, unequal access to education, will diminish appreciably.

An absencc of secondary roads and school buses will continue the hardship for

some villages. At sorie point peaplc may have to wove to where social services can
be offered, given visible financial limits.

ATD could in addition lool closely at how the villager spend the hours of the
day. For AID's and IERD's economic analysis of undevemployment (that the marginal
productivity of such workers is zero) collapses before anthropological evidence.
Brush calls it (117-132) the myth of the idle peasant. Peasants arc not full-time
agriculturalists; Brush (119) makes the case thus:

The fact that they do not spacialize means that recular portions

of their time must be set aside for doing tashs which in indusirial

or market cconomies pepole are cwployed Tull time Lo do. One finds

Tittle cvidence that the hours spant on nonagriculturil activities

such as house construction, braiding rope, making rooi tiles, oath-

ering firewood, fence building, tending a few head of Tivestock,

and so forth have been counted in the formal ecenomic estimates of

underemployment. HMoreover, many such estinates tend to overiook

Tabor inputs that the people themselves way consider as an essential

part of agriculture.

It is manifest thet aspects of subsistence employment are unmeasurable. A more
appropriate task for cconomists is to see how specific villagers allocate time and
try to devise ways to complement ongoing ways to improve the productivity thereof.
This author was most dravn to the time spent by Uchucnarcens Tooling for Tirewocod,
a basic but vanishing resource. Here is one more village on this globe desperately
needing the appropriate technology for solar power. In the meantime, it was sug-
gested to this author, that someone might teach them to use the coal frequently
available. AIJY might put thought into low cost mountain transport as well. Even

Uchucmarca, relatively more fortunpate than wost, is running up against ccological

Timits that cannot all be avoided by emigration. As these villagers seck to enter
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the world system more fully, AID among others has the responsibility to see that
they can defend themselves well cnough to benefit. It won't be easy.
B. Haciendas to Cooveratives in the Miekluonds and Lowlands

Between 1668 and 1976 Perv carvied out one of the statistically most impres-

sive land reforms in madern world history. Yet on July 1, 1977 the Latin American

Political Report sumsed up the vesult in this depressing Tashion.

The enormous probleis Tacing the rveforesd rural sector are only too

obvious, and arc not, confined to pelitical identificalion of the

main campesino organization, the Confederacion Hocional Agraria

(CHA), with Lhe opposition Partido “acialista Revolucionario (PSR),

embarassing thouqh this is. Paradoxically, after years of specta-

cular land ownership transfers, Peruvian egricullure is still be-

set by the structural problem inherent in excessively Targe farms

with distorted linkages to the rost of Lhe cconemy. Most of the

Targe units are now nominally cooperatives rather than private

estates. There are some 1.450 of them, the majority extromely

poor, lackingin technical help and adwinistratively unwieldy.

These  problems apply particularly to the highland area.
Fitzqgerald (1976: 31-2) captured the hoart of the paradox. Reform changed the pattern
of ownership for some 25¢ of the rural workers, but the overall structure of pro-
duction or the use of Tahor and land remained the same for nearly all. To help
undo the lonaterm agiicultural stagnation that has resulted, AID must expiore deeply
what other factors ave invoived. It cannot assume that the current degree of re-
form is sufficicnt, that only new inputs of technology and capital are called for.

Several frames of reference should be kept in mind. There are wide incoie gaps
between Lhe richest sugar cooperatives on the coast and most highland cooperatives.
Similar gaps exist among members of a single cooperative, especially on the Coast.
Finally there are wide income disparities between cooperatives and smallholders.
These remain. So do severe conflicts in the processes of interaction between coopera-
tives and the Targer world system. Ecological constraints remain as well. Peru has

the Towest ratio of cropland to population in South America. Long term land scar-

-65-



city, adverse price movements, and, until recently, insecure* land tenure all
reflected the basically i11 designed and conflictive nature of the domestic econamy
and its political and cultural expressions. To affec£ any of these conditions, one
must know something of the prereform situation, the underlying goals 6f the reform,
its nature, its magnitude and the limiting factors.

The traditional haciendas of the Sierra, as well as the plantations of the
Coast, were born and existed as part of the world system. The internal structure
of the hacienda, however, contained a number of non-economic elements amidst the

vast web of relationships between patron and colonos. The core tie was an open-

ended, quasi permanent allocation of land by the patron in return for labor and
goods. The breadth of ties included all aspects of juridical, economic, and social
life for the colonos. The patron made additional profit by selling his peon labor
outside the hacienda. Field bosses ard overseers also used their positions to
appropriate labor and goods so that a degree of corruption was deeply institutional-
ized. The peon's social recourse was to seek a socio economic benefactor of pro-
tector, usually by the ritual compadrazgo tie.

The abuses of the colonos within the hacendado has been widely chronicled and
need not be repeated. The degree of interaction with townsmen that left the poor
prey to more than one patron opened up a far wider field of abuse, abuses that are
not necessarily harnessed merely by land reform.

An hacendado can at the same time be judge or goverror; a mestizo

merchant can be town boss and civil authority. The Indians them-

selves can at the same time be dependent on a church, a boss, the

neighboring hancendado, and the authorities. This diffuseness of

the boundaries between the several cases .... is reflected in the
extensive terminology relating to the institutions and the obliga-

*Recent changes T PTan Inca may dustroy This security; a private communication in-
dicates that land is now tied not to the cultivator but to the person's registered
production record. Without such registration smallholders can be denied the follow-
ing: 1) water, 2) technical assistance, 3) state monopolized fertilizer, hybrid
seeds, etc. and 4) sale at the guaranteed prices al EPSA.
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tions which are jeoined to them. Out of this come the pormanent
confusion and ambiguity regarding what some owe others. What 1s
designed to take care of the campesing is order to tignten his load
is what in the last analysis especially benefits the masters of
local society, those noteriously decoitful and avavicicus mistis
who derive advantage from the situation. (Piel from Stein, '
1974:22-3)

It is confidencé machanisms such as these that lead one to call Peru today an
unfinished revolution. Lacking DESCO's 1976-7 reports or any 1976-8 English
language anthropological fieldwork on this, it is too soon to draw hard conclusions
on the survival of thesc patterns. Critical research is required here.

Useful to understand as well about traditional hacienda velationships are the
factors that accounted for the survival and continuity of the system. Paige (1975
170-4) summarized them well. The highland patron was content vith a Tabor supply of
subsistence level serfs because any surplus could not easily be reinvested for greate
profit. Technology and a dearth of reachable revrkets encowrayed the patroh, parti-
cularly of larcer estates, to spend on his own life style instead. A Tiamited output
thus created a balance of coercion and subsistence with an significant gain by pea-
sant or patron endangering the other. Seasonal and legal insecurities made the
peasant very chary of challenging fhe system anyway. For the same reasons peasants
would not invest in capital improvements. Within a given hacienda there was enough
social and economic ranking and therefore potential mobility to provide the core of
other confidence mechanisms to sustain the status quo. Limited resources and their
skewed distribution precluded largescale political action; smaller actions left peons
open to considerable retaliation.

Obviously thesc limiting factors were not operative in the few highiand and most
lowland estates where the introduction of cash crops gave both Tord and peasant new
economic possibilities and resources. The export economy made pastoralism economi -

cally profitable, created the commorcial plantation as its rival, and provided both
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with the resources for consumer goods and modernizing techrology. The stage was
set for conflict, and peasant land invasions in the 1950's and 1960's were a large
precipitating factor for the reforms that came after 1968. Others (from Whyte and
Alberti, 1976:200-6) included declines in return for labor or land, worsening of
market conditi&ns, and threats to recently achicved gains.

Many narrative elcments of the history of the last decade's land reforms are
not particularly apropos to LID's develomment designers. But it is faportant Lo
understand the reform's key geals as something wmove than ideelistic and humanistic
help for some of Peru's miost dovintrodden. It was urban based political interests
that backed the military's effort. Specifically it was naticonal accunulators who
were trying to expand their own internal markets for consurcr goods and agricul-
tural inputs. An optimal discussion is that cf Hilson (1975:222-31). To a large
extent such goals were realized indivecily by several kinds of government policies.
For one the government left unchanged the patteras of unequal exchange betwveen

urban goods and rural food commodities.

Even the governinent take-over of the marketing of basic feod items
(through EPSA) has resulted in continued price policies favoring
the urban consumers (which in turn cheapens the cost of reproduc-
ing the urban-industrial labor force) ... The market mechanism,
reinforced by qovernment price policies, continues to make it
impossible for more and more low productivity peasants to make a
Tiving from the land. Agrarian Reform does not detain the process
of rurel marginalization .... that forces more and more peasants
to migrate to the cities, where they became part of the urban mar-
ginalized sectcr (Wilson, 227-28).

[t is in all a not uUnccmon demonstration of economics as if people do not matter.
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How neatly then the overall political goals mesh with these fundamental.
economic motives. Peruvian scholar Julio Cotler (i a 1971 essay excerpted by
Wilson, 224-5) summarized them in this matter:

The law of, ’qnarldn wch}m ... seeks to pacify the pea%ant nasses

and eliminate the sible opovational bacis fTor dnolner quu1111a

attempt; Tikewise 1t atiﬁwots to undevmine the aprisi y hesos and
the rural politicael mabilization of that party g&n“\a11y coaey it
provokes a state of confusion among the fragranved Teft; it elimi-
nates the rural sector oi the bourgeoisie which had been the most
important obstacle for the davelopment of the country and for

social homogenoity... ... the President recognized the injustice and

exploitation to which the peasant was subjected and the urgent need

to eliminate veasant warginality which would in twrn @1low for the
industrial deleopm:nt of the countlry.

Against this background the many limits to the reform become much more explicable
as do the difficulties faced by AID's development designers in rural prograns.
First, however, a quantitative and structural portrait of the problem is in order.
The Velasco government began the accelerating of land reform in Peru with a
1969 Taw that took three major steps. It cruated a new specialized branch of the
judiciary to deal with the legal issues involved. It forbid all forms of land
rental; all landowners were to live on and work their own properties. Lastly it
insisted that all agricultural workers take part in the management and prefits of
the plantations or enterprises whern they worked (Horton, 1975a:52, inter alia).
Many reforms in the Ministry of Agriculture made more resources and personnel
available. A rational methodology of nine steps, with its acronym PIAR standing
for Integrated Rural Settlement Project, was laid out as the opertional guide to
land reform by region. A1l agravian zones were divided into a manageable number
of PIAR's with the intention of restructuring all unproductive agricultural
activities not just the large estates. The process in action, however, attacked
latifundio and has vet to arrive at a theoretical or operational approach to

minifundio,
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The principles gaverning the cooperative and quasi-cooperative productive
forms that resulted from the scizure of sugar, cotton, and coffee plantations and
highland haciendas were summarized (llorton, 1975a:61) in this way. The government
wanted to retain'the integrity of the unit and its infrastructive yet use avail-
able resources with optimal rationality and cconomy of scale. It sought as well
social goals - mwore jobs, oetter livinyg condition, and less isolation. But it did
not com2 to grips with the contradictions implied. Attention went to forms not
content. The two major forms that emorged were the Agrarian Production Cooperatives
(CAPs) and the Agrarian Social Interest Socicties (SATS).

CAP's were intended to be truly collective operations without individual pro-
duction. In practice in most cases a professional manager was hirved and in the
largest sugar cooperatives some technicians as well. The CAP's were permitied and
did hire non-mambers who partook of neither provits nor cencrol. CAP members have
no incentive to enlarge their rolls by allowing marginal workers on; cveryone's
profit share would diminsih. The SAIS form (Horton, 1975a:65-68) resulted vhen the
government found it impossible to allocate a hacienda to one community of workers.
The SAIS groups haciendas with campesina villaces and shares control, labor, and
rewvards with both workers and surrounding communities; legal owrership is vested in
a service cooperative.

Above the SAIS, CAP's, and other small holder groups the Peruvian government
erected central cooperatives to promote larger scale social and economic ties bene-
ficial to them. These are called CECOAAP and provide "marketing, credit, processing,
accounting, technical, and managerial assistance." (Horton, 1975a:69). Ministry
of Agriculture officials and those of SINAMOS (a separate activist bureaucracy
created by the Phase I military leaders) made some progress in most PIAR's to
implement overall reform goals. But in small conmunities they struck out, a topic
for part C (next).
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On the following page Table 8, drawn from the most analytically important
work on the reform (McClintock, 1976:121a), gives the best available approXi-
mations of the overall accomplishments of the Peruvian Tland reform. It is
apparent that only about 257 of the peasant families can be said to have bene-
fitted in any aﬁpreciah1e way. The remaining skewed patterns of holdings re-
flect the ongoing disparities of access to résources and thus of wealth. Families
in CAP's averaqe 24.4 heclares and thnse in SAIS about 47.3 hectares; the rural
elite, including Tormer hacendados and their choice rctained holdings, average a
comparable 40 hectares. But at least 400,000 families, one third the total, have
too 1ittle land or none at all. The overall goal of productivity rather than
human rights is clear.

The limits of the reform are far more than quaniitative. They involve basic
contradictions in the government approach and in the workers and peasants responses.
Each provides food for AID contemplations and possible development intrusicn, di-
rectly or indirectly.

I'ho controls the key decisions? In recent years the bureaucracy has been
critized from both ends of the spéctrum. If it is passive, participatory in-
cquality would persist; action, however, could appzar as cooptation and would cer-
tainly undermine authentic participation. Governmment held onto overall wage and
producticn decisions and at times intruded even more. Pecasants, fearful of ecasy
corie easy go and the lalk of nore change embodied in the concept of Social Property,
did not give the government great support. McClintock (1976:411) concluded that
the result wos a vicious circle:

skepticel of government action, cooperative members were inclined

to perceive officials as cven more intrusive than they were, and

to try to block these policies. Observing peasant resistance,

officials at times pushed their advice vehemently, and reinforced

peasants imaae of the official as intrusive.
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TABLE

ESTIMATED DISTRIBUTION OF PERUVIAN PEASANTS BY MODE OF AGRICULTURAL ENTERPRISE, 1977
Humber, Thousands Femilies Percentage of
as of of % Total , henefitiing total rural farm
Sentember 1976 liectares families® from reforin famiiies
CiPs and Peasant groups 974 3,900 - 150,000 160,000 13
0/ .
SAISY - 60 N 3,120 66,000 66,000 5
- - - \7/ o [ fal 40
Peasant Cormuntiiss 3,000 5,000 500,000 84,0C
Private farms of less than
family sizo, cutsige .
comnunities (scme in service ,
cooperativs) N.G. 3,000 175,000 some 14
Private fa-ms of family
size ar moe {soume i
sarvice cooperatives) N.A. 6,000 125,030 a few 10
Landiess tomperar
vorkerss -- -~ 250,000 very few 20
- - N4 i I Ve
Total -- 21,000(?) 1.250,0007 325,00¢C 120
Scurces: Sce Appendix 2. Calculations are rough predicticns. Humber of hectares is an especlaily disputed figure. See
Appendix 2 Tor discussion of cont ovarsies Famil?as and iand in the jungle are excluded.
J . . : e s :
NFigures for reform enterprises arve prejected teo 1977 frem figrres through September 1976 in Hinistry of Agriculture
{1276). Projection ds based on the exprepriation of 20% more hoctaves in Szptembder 1976 than had yet been adjudicated,
and allecatiag the cuprepriated land ond benefitted families to CAPs or peasant 5:70Ups, SATS and peasant comnunities as
;hcy were in iha 1975-78 bicennium,
N“Tha oxtert of overiap betwcen these two categories is unclear. 1t is perbaps .5%. Some SAIS c¢o not include peasant
conunities, althounh they 2re supposed to.
NG . . e ~ e - - .
“iiy the nature of their work, these families cannot be counted adeguately. Some of these 7amily members double as
rogsant conmunity residents/temperary workars, '
\.ﬁ' “ ~ . ~
YFigures <o not add correctly because of overiap in various categories. e 2/ and 3/.



Beneath this communication conflict is the core problem of modern Peru, a
corporatist mainstream political culture of a defensive elite thaf literally does
not accept the democratic, participatory vision -implicit in human rights.

Further confusing are the absence ci answers 1o several obvious policy ques-
tions. Are the SAIS (and CAP's) in cooperation or in conflict with each other
for government rcsources and how is or should this be resolved? The various co-
operatives are quite unequal in wealth, yet there is no visible strategy to work
toward a socially responsible rebalancing. Indeed the covernment's continued
insistence on the profit motive skews choices the other way. There is, despite
the IBRD's reports, no visible comprehensive long range favam policy. Thus, as
McClintock concludes (1976:456-9) the government is trapped by politlical pressure
into piecemeal program and inequitable resource allocation. A contrary conclusion
from a private communication is that under the surface a very sophisticated system
of controlling all phases of agricultural production, marketing, and research is
being built up. One proof of the latter's viability will be when agriculture
imports begin to diminish.

The problems as seen from ihe bottom begin with the fact that the government
usually installed the changes from top down instead of beginning with social mobili-
zation for self dirvected action. Peasants held on to thoir fear of dependence of
the new reform enterprises for several reasons. Failure meant suffering. The
past history of dependence on outsiders and outside markets, as Horton (1975a:129)
found, was a very negative memory. Instead peasants daeveloped a collective spirit
toward cach other, a situation McClintock (1976:i-11) tevrmed group egotism. Self
management fad this inward perspective so that the comditions of women (in larger
cooperatives, particularly), of disadvantaged outsiders, and indeed of the nation

received 1ittle or no concern.
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Symptomatic of the entire range of unresolved conflicts from cither perspectiv
is the way in which Peru's announced philosophy of "neither capitalist no comnunist”
translated into confusion in the matter of work compensation. Mages went up in
cooperatives, but disparities vemained and so therefore did competition for higher
posts. Most surveys {licClintocl;, 1976:288-20) indicated workers did not prefer
jncome equality more than geiting ahead. But neither wages or profil remittances
were strictly tied to work performance or hours put in. Hor were promolions and
advances predictably related to open criterias personal Llies remainnd important.
A11 these disincentives drove down productivity and diminished solidarity. Uorkers
couldn't be fired; logically many spend as much time as feasible in private pur-
suits. Clearly it was not an auspicious start.

To be fair to the workers, one critic reminded this author that there were
other substantive reasons why reform created production declines. Intrusions by
Ministry of Agriculture technicians forced i11-accustomed and sometimes 111~
advised changes in crop choices. Initial marketing changes were handled unskill-
fully, rasulting in Josses. less production being marketed could also have been a
sign of workers eating better. Finally onc should not expect to eliminate over
night centuries old patterns of dependency and risk aversion.

[ith all of these limits and constraints the govermment has not appeared to
begin rethinking philosophic assumptions. It has instead mode predictable tech-
nocratic responses:  training managers and peasants in practical and administra-
tive issues and enlapging credit, technical assistance, market, and distribution
system. Horton (19752:180-1) saw the practical results. Choices made for practi-
cal political reasons and profit motives led to productivity over participaiion
and to investrent choices that widened the gap between rich and poor. The some-

what more coherent system's-based approach of a private Peruvian development group,
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DESCO, was also seemingly (Horton, 1975c:11.4) trapped by 2 dependence on
collectivization rather than participation. A look at their most recent research
and activities might show change. In the meantime this, the most productive and
wealthiest quarter of the agriculture sector, is stifjed by philosophical and
psycho-social contradictions from creating the overall sociu-economic organization
and motivations to undo the long term stagnation.

C. The Marginal Peasant Communities in the World System

1. The Political end Economic Obstacles to Development

The 900,000 or more families constituting the fringe of the world system with-
in the national and regional subsysiems in Peru contain, of course, both comion-
alities and differences. No entirely universal solution exists for their develop-
ment needs.  Some provide cheap food or labor to the system. Others provide a
comsodity or product made cheap on a world scale by the subsistence return to the
producer. Many or most of these families are not significant consumers of modern
goods. Indeed the larger system, having no effective way to make them more pro-
fitable cilher as producers or as consumers, sees them as a drain on scarce
resources and thus opposes significant public investuent in them. This is tne
most Lasic underlying systemic blockage AID faces in its efforts, as has been made
obvious in several previous sections.

This seclion intends to procced with optimism to show what the varied subsi-
diary obstacles are to political and economic participation to a degree tnat might
engender sustained developwant and meet basic human rights. That mplies a multi -
-disciplinary inquiry into how the political and social systems use confidence
mechanisms and other means to skew the allocation of the rewards of labor and how

peasants in various settings attempt te fight back and create alternatives. Given
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the variety of ecologicel and economic setlings, only a few samples are feasible.
Such a variety, however, does not cntirely support the sectorial model and its
critique of tiie theories of modernization and dependency as just advanced by
Orlove (1977). He apgues (204) that

the soctorial model. Lv viesing individuals as actors, shows history

as somathing they construct. People are faced with forces not of

their own making. bui they vespord actively (o these forces rather

than receiving tham passively. Their reections are based on their

particular circumstaices as woll as Lo comsnon position in export

economics and naticn-siaics. The varicuy of local cenditions thus

gencrates a vaviety of respons.s fo these giebil forcns, o the

interlocking of alliance ond comlict, of internal and external

dynamics, procecds differenily in diiievent cases. The sectorial

model shows that what is universal about the people of the Sicuani

region is their unicuencss ... Tt allows us to comprehend our

world is: unitary bul not unitorm.
Orlove's wool exporting region had ithe Financial base to be more creative than many.
But the sectorial model is most flewad by focussing on the uniqueness of the case
and on symptoms rather than the comsonalitics of impovarisiing processes and the
way in which the larger system conditions and guides development choices and the
socio-cultural matrix.

The cases drawn upen are not quite as varied in locale as would be desired.
Dew (1969) wrote about Aymara speakers on Lake Titicaca in the Altiplano; Handleman
(1975), Whyte and Alberti (1976), Van dea Berghe and Primov (1277), and Orlove (1977)
all wrote about communities in the department of Cuzco. Some touched also on
adjacent departments. tein's various essays on Vicos, however, and Brush (1977)
both center on northern highland communities. A number of other ethnographic works
are also drawn on for these works so, with Orlove!s caveats in mind, most marginal
communities face thcse problems.

Peruvian municipal governments, whosc town councils have a Tonyg heritace of

rastizo domination, have in the last docade seen much of their power taken away

by the newly implanted militvary bureaucrats from SINANMOS. Duties left were the most

-76-



mundane: upkeep of markets, scwers, ctreets, and registries. Budgets are vastly
insufficient, requiring subsidy Trom above ard thus dependency.  Order is provided
by units of the peramilitory Guardia Civil in most towns of any size. By cducation
they "quickly identify with the Tittle local mestizo oligarchy of tcaéhers, shop-
kecpers, and podivi-scale landosnors."  (Van den Perghe and Primov, 1977:73).
Guardias Tive largely of 7 the land, helping thewselvas in the market place and
elsewherc. A scoret police serves one kina of judicial back up. SINAKOS plays
additional roles (diminished in Phase 1I) as goverment propagandist, patronage
empire, and facilitator of services. At least in Cuzco and likely elscwhere, it
was perceived as the most powerful government presence and thus the scapegoat for
assorted ills.

The smallest and more remote communities are much more 1ikely to be run by
some variation of the varayoc system and concensus of village elders. The vayayoc
arc persons serving in rarked civil authority o ritual positions. Lower ranks
positions are refilled annually in a prescribed Tashion. Service in these positions
is quasi obligalovy for wost males  Rank in Jarge measure detcrmines ceremonial
dutics and obligations. The degréc of community political autonomy depends naturally
on how near it is to a larger political or economic force. Most such communities
rot only do not have a sufficient burcaucraiic structure to face the cutside world
but they also do not have the legal status or fingenuity to protect their lands. A
1958 survey (Handelman, 1975:32-3) showed 757 of the nearly ¢,000 peasant comruni-
ties wore vulperable to land oncreachment; financially vuinous legal fights, draining
as much as 507 of a villeqe budget, went on for years against encroaching haciendas,
plantations, or neighborieg comsunities. A 1970 Peasant Community statute tightened

up the rules, requiring all individual cemuneros in petition to be resident farmers.
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Growing nced of boundary cocurity impelled "open” tarm COMIUNILIES LU appry 1l
legal status as territorially inviolable communidaces campesinas but with mixed

results.

Villages appear to be olten divided in o nunber of ways which can serve to warp
or destroy the best plann:d developsent intrusion in a specific locale. Whyte and
Alberti (1976:235-39) put them ina veeful typology. Taccionalism can cm2rge
between age qroups, ecoucmic activitios, indigonoeus-westizo cenflicts, neighbor-
hoods, religious observances, o politicel belief. In one White and Alberti case,
20 voung men were cxpelled from a community. A village with two proedominant
economic activities might sce competition for resources Tead to a polarizalion.

Some communities were split by wove than cne variant of the indigenc-mestizo cul-
ture conflict. Sometimes neighbovhoods martad severe political and economic barricers;
a long study of one villege dominating another nearby appears clsewhere (127-8) in
their work. Rejigion can divide conmmities into factions in the rarve communiiy
where Protestants made headway. Similarly when poltiticel party activity grey more
complax than aprismo, which it certainly has in the 1970's, further divisions arise.

A more sophisticated way of viewing cormunity factionalism has been provided
in an unpublished work of Brownrigg (n.d.), She looked first at the basic cultural
conflict between traditional and modern psychological outlooks as they werc trans-
lated into comsunity organizational change. The more modern sought new cducation
and technology; in so doing tiey wcve often absent extended periods from community
Tabor duties, which eroded traditional authority and work patterns. This provoked

y
particularly visible conflicts between youlh and elders, especially in communities
with iimited vesources and no annual distribution of land. Close examination of
many other conflicts revealed a second basic thesis. They weve competitions between

kin groups being carvied on under the cover of multiple cultural, political and

~78-



economic organizations. This all suggests that international development designers
shoud apply a lot of anthropology and, preferably, encourage and aid the villagers

to do their own designs.

The cconomic predicaments of most of the highland and Towland residents who
are not wombers of cooperatives or of the urban criollo world are severe. The
world-system works offectively to take their labor cheaply while allowing individ-
ual advances to maintain the illusion for pearly all. lost at & disadvantage were
those Tandless families and individuals who could count on nothing mora than labor
and social ties for survival. Slightly bLetter off are the small farmers and vil-
lage entrepreacurs who would nced to engage n wage labor only part of the time.
Best off are those with a relatively full time pursuit Tike wocl preducing which
provides some degree of 2utonomy and secwrity albeit dependence upon and loss to
a market systoem.

There is no proper way to generalize on the specific issues of particular
productive forws in particular regions as so much depends on the spatial and his-
torical setting of a given Tocation. Van den Berghe and Primov (1977:93) argued,
for cxample, that Cuzcon's overal siagnation represents the aftermath of exploita-
tion 1n the colonial era and relative marginalization thercafter as resources,
investment, and growth elsewhere made much of this region a backwater. What their
analysis slights is that such a backwater, via migration, produced cheep labor,
even i relatively fow commodities; but even one such microscosm suggests the
variety possible.  What appears more universal is the considerable dz2gree of anta-
gonism in nearly cvery account of productive activity and exchange. This has been
discussed ccveral times from the initial page of this 2ssay. The worst elements of

hacienda conflicts have been mitigated within cooperatives, but there is little


http:predicaNen.ts

to suggest that the remaining landholders ticat or are treated by hirved labor
any better than Dourricaud (from Dew, 1963:70-7) found in the carly 1960's.
What is very remarkable - if not very sucprising - is that the .
two partiecs have the sentinent of being expleited. The Indian
complains that the lauds he has received are of wediocre yield,

that their (colono) neighbors have been treated better, and that
the pation has excessively vescrved the best Tands {for his own

use. In shorl b has the sentivent that his work is worth more

than the vemuneration he veceives. Thae patron stresses the poor

quality of the Indian  jaboy, the negligence of the shepherds

who let the sheep die, and the <pirt of theft by which he alleges

the Indian profitable substitutes the animals of his own flecl

for those of the hacienda.

Bits and picces of evidence suggest that this distrust runs the gamut of
economic activities. Tradin. relaticnships were cause for deep unhappiness.
Handleman (1975:207) found in interviecws that meichants wore perceived as buying
for unduly low prices and selling manufactured products at top prices. Villagers,
prey to many forms of labor and commodity tithes, cannot clearly articulate such
a basic form of unequal exchange. But they could see hew the superior transport
abilities of local merchants hurt their own ebility to retain the fruite of their
labor.

The most detailed recent discussion of rural trade is that of Orlove (1977:
57-61) on the Sicuani regional economy's export of wool in the southern highlands,
He found the direct vertical marketing tics the most ifwportant: one middleman with
several supplicers and one purchasey among the expor. houses in the province
capitol of Arequipa. Personal ties are critical to maintaining these Tinks. Orlove
advances a thesis of "a high degree of competition among middlemen® but then shows
multiple ways in which the producers ehility to benefit are limited. Personal ties
often lead to advances of credit, the obverse of which is debt entrapment; this
cuts down the major natural advantage to producers of being able to store wool when

the price seems low. Buyers in more vemote areas often have a defacto monopoly as
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the only one traveling through the ar=a; there is then no incentive for higher
prices. In areas where an established market exists its surface competitiveness
may be destroyed by informally dividing the routes of the approach to‘the market;
the result is a somewhat more subtle monopoly.

Most apparént, however, is the impossibility that producers know as much
about changing market conditions as do the buyers. The higher the level in the

system the easier it is to find out and to shift costs. Orlove (57) described the

view from the bottom in this manner.

On occasion, publications have appeared stating market prices for
wool, but these are infrequent, irregular, and do not account for
short tarm fluctuations or the considerable price variation in the
sierra. They often reach the potential wool seller several weeks
late. At best they serve to inform some hacendados and large-scale

wool wholesalers of general trends and, on rare occasions, of speci-
fic prices.

Less formal mechanisms also fail to communicate full information on

prices. Mool prices are a common topic of conversation, but infor-

mation travels slowly outside an area larger than a province.

Stories tend to be exaggerated, and information spread by word of

mouth is most inaccurate when prices are changing rapidly. Even

within small areas, information about price rises may be kept

secret. One buyer may give his suppliers an increase of 5 to 10%

without the others knowing for several weeks.

Given such an informational imbalance, combined with the power imbalance in speci-
fic dialogues over the exact weight, color, and quality of the wool, the average
producer cannot be said to be in a position to strength. Wool producing, parenthe-
tically, appears to be one of the most remunerative activities among marginal high-
land communities.

Other con.idenck-mechanisms could be elaborated whichskew allocation of resources
and rewards in local economic activity. Agricultural extensicn officers exist in
some towns and offer short-term loans to peasants, those few peasants who appear
to do have the ability to repay. Officials thus have a few model individual peasants

to show superiors how well the program is going. A large middle group of peasants



sees such credit models as not hopelessly out of reach. They continue to try,
though over time few succeed. But the system retains its legitimacy and survival
through the cumulative false hopes, despite its failures.

A similar confidence-machanisi is at work in the village upkecep of roads and
irrigation canaﬁs, alluded to before as a community ritual. A1l families are
supposed to conlribute an equal share of labor for equal benefits. The reality
is rather regressive. Mealthier peasants and mestizos have the resources to pay
to avoid such labor. More importantly they gain a disproportionate amount of
the water and the road use since they have more vesources to apply to the produc-
tive activities that use these inputs. The pcar are on balance paying to make
the ri~h richer but don't perceive it. Its notl surprisings poor people in this
and every other country can't see most of the confidence mechanism they are trapped
in.

2. Avenues of Personal Mobility as Confidence Mechanisms

The world-system offers two principal aveonues of escape for marginal peasants
at this point in history. These are cducation and migration. Education provides
an opportunity for personal changé and mobility on a onc at o time basis. Looking
beyond the platitudes and promises of the Cducational Reform Law, one can see sev-
eral reasons why burcaucrats will be retitled and reshuifled but many poor people
may gain but 1ittle functional education.

Van den Berghe and Primov (1977:78-81) surveyed the situation in Cuzco and
came up with a biting critque with four basic points. HMost tcachers in the gierra
know the local language and use it verbally; but they invariably teach reading and
writing in Spanish despite visible deleterious cffects on Tearning speed. Worse
are the more subtle culture conflicts going on.

Teachers are by definition mestizos. Though many ave of Indian

origin, when they Tearn Spanish - @ necessary condition to become
teachers - they hecome mestizos. As such they generally share
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all the prevalent stereotypes about the Indian's supposed
backwardness, slowness of wit, sluggishiess, jaziness,
stupidity, ignorance, stubborn conservatism, and so on.
Many teachers hava low expectations of their rural pupils;

indeed, some fivmly bolieve that their educational task is

doomed to failure. This belief, in turn, js almost certain

to becom: @ self-fulfilling prophecy.

Absentecism by teachers assignod Lo ruiral arecas remains, one observer told this
author, as critical a preblen teday as it was in the 1960's. Rural teaching
assignments are much resenteds the least qualified and experienced are assigned

the posts. Distance from supervision has meanc pheromenal absentee rates. Finally
and inevitably, rural education has been starved Tor financial inputs; the farther
from major towns the worse the situation. Teachers might live off the country but
that did not provide buoks and paper for children.

Fducalion must be scen as well as an elaborate confidence mechanism. As
E1Tiott (1975) painted it so well for African and Asian socicties, educalion raises
the hopes and vision of many families to drean far beyond reality. Most children
are entranced to enter the race, and a tiny number make it all the way through to
high status jobs. Many make it some part of the way and do fmprove their Tife conditions.
But all who participate sanction yet another institutional skewing of resources and
rewards that serves Lo perpetuate the relative poverty of most, albeit at a highgp
absolute level. In Peru, the educational system legitimizes the enlire socio-
economic, cultural-Yinguistic prestige structure (indigene-cholo-mestizo-criollo)
as not only g.positive achiovement structure {and normative reality) but as the
only one. Given the alternalive models of Freire and others, AID's development
desiguers are up against yet another basic conflict in the pursuit of human rights
for the world's poor.

The conventional developmentalist school has long rvegarded rural-to-urban

migration as a relatively positive process. According to this rationale, peasants
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get better paid jobs and greater possible access to needed social services; by
leaving unproductive rural settings, they supposedly leave more land and produc-
tivity to be shared by those who stay behind. The latter is not usually the case,
but this is not the basic issue at stake. What is happening is that rural socicty
is losing its most adventurous and cften best trained human resources; it is these
people who might have ferced change if they had to stay home under open-ended
impoverishment. Andre Frank (in Stein, 1874:43) has showun aptly how such a force
for change becomes, through migration a force of status quo.

Those persons in underdeveloped comtrics who have migroted from

country to city or moved from a lower cconomic and social status

to a higher one often say in one way or another thot they have

made their own individual reforw cr revoiution. In so doing they

express not only the conservatism which veflects their desive to

maintain their newly gained position but also a fundamental social

scientific Lruth which seems to cscape the attention of diTfusion-

ists and others: "social®™ mobility is really individual mobility and
and does noc transrorm social structures: rather, a change in the

social structure may render possible social nobility and cconomic
developnont.

Migration does in sum nothing about the fragmentation and distrust, the vertical
patron-client ties, and the way both distort the peasant's perceptions of possible
change. Migrants may send money back to rural families. They cven return to
villages and apply enhanced skills to promote change. But the cumulative impact
of all of these related processes is on balance one of perpetuating relative
poverty for many.

lhat one comes to from this bleak assessment is a considerable respect for
the world system's ability to waintain the prevailing distribution of wealth and
power. Confidence mechanisms with their elegantly flexible nature give enough
substance to the illusion of realisable progress that most people are fooled into
passive acquiescence if not aclive support most of the time. But AID's mandate

to create development intrusions to support the poor majority cannot be deterred



by such philoscphical and psychological compleoxities. The task 1s 1O design wdys
of encouraging the cooperative spirit and social mobilization that are inherent
to the participatory strategy and struciural change without which the poor will
be permanent loscrs; these thewns are developad in Parts 111 and 1IV.

.__The Uybin Poverty Borld

The most recent public torld Bank estinate (January, 1978) is that 55% of
Peru's 16 to 17 million people Tive in urban arecas. The plethora of literature
on the settlewents ringing the core of Lima hides the enormous variations in
urban conditions in Peru. Therc are inner city slums where people are worse off.
scattered all over Lima are several hundred thousand domestic servants 1iving in
semi-bondage (and in nced of legal services). Conditions in scsondary cities show
similar disparities. Brownrigg (1974), Roberts (1975), and Appleby (1977a) show
the dispirate results of the varied types and rates of industriaiization that is
not planned for the welfare of people. But the greatest concentration of urban
poor is in Lima, and the well developed Titerature on their condition encourages
this analysis to focus on the residents of the barriadas.

The population of Lima is noﬁ at bit over four willion, of which about 25 to
30% live in squatter scttlements call puchblos jovenes (young towns), or barriadas,
ringing the older core of the city. Despite appearances these are not slums but,
as a personal communication put it, exercises in slowly paced do-it-yourself
middle class housing at various stages cf completion. To devise effective develop
ment intrusions Tor poor people whose 1ivelihood is tied to the bureaucratic,
service, and industrial world weans in effect to challenge the overal industriali-
zation and economic policies which create the parameters of the possible in the
urban cconomy: this has been attempted in Pert I and will be returned to. Uhat

is also important for development designs is a more minute look at the specific
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political, economic, and social needs of the urban poor and how they seek to
meet them.

First it secms appropriate to restate the regional disparities as graphi-
cally as possible to indicate the flexibility of the word poor. Thomas (1978:66)
has just prepared several tables based on the 1971 census to make this point
clearly; figures are deflated to make tie relative comparisons as realistic as

the data permits.

TABLE 9
Poverty Index Based on "Low"-Regional
Absolute Poverty Levels

(19715 in soles)

REGIONS

Peru Lima Const | Sierra Selva

1. Absolute Poverty $/2869 5172 3825 1739 2222
Income Level

2. Percent of Population s/28 8.1 20.5 35.8 28.6

with Incomes Below

3. Median Income of Poor s/1342 3626 2730 847 1231

4. Average Incore of all s/9400 20,000 9,205 4681 6605

in 1971 US § 242.9 516.8 237.9 121 170.7

Source: Winder, 1978:66, Table 22.
[t seems clear that most of the poor in Lima, even mosti of the poorest who live in
the inner-city slums, are marginally better off in statistical terms than the
poorest 20 to 40% in rural aveas; for fewer of Lima's poor fall below an absolute
poverty level, as determined by the IBRD working paper. Given the ups and downs of
political and ecorgmic crises in the cities it is net clear how valid any comparison

is.



Life for the Lima squatter residents, or pobladores, appears at 71rst 10 be
characterized by a number of natural cultural advantages. Collier (in Chaplin ed.,
1976:175-6) enumerates several. Limited rainfall minimizes the threat of disas-
terous landslides. Initial housecs constructed of estera mats with niinimal straw

& { RARY: The temperature i L er Much vacant (albeit owned)
roofing can survive. e temperature is nol severe. huch ve albe
land on the periphery is u desert; space is not so much at a premium so a few
"barnyard" animals can be raised, easing the financial transition. The social
situation is ag propititious, as Coliier (in Chaplin ed., 1967:176) notes.

Because groups of relatives, friunds or people from tha same

province often join together in the formation of settlemonts,

and because new arrivals often come to join relatives or

friends in the settlement after its initial formation, the

settlement resident tends to be surre mded by a networvk of

friends and both real and ritual kinswen, Torming a supportive

social environment. The exislence of Lhis environment, and

the presence of many opportunities for copnmity fnproverent

through self-help - improvemant both of individual houses and

community facilities - leads to a high degree of cooperation

among neighbors, and to an ideology of self-improvement which

is conmonly cxpressed by leaders of settlements and actively

encouraged by the government and private agencies that worl: in

settlements.

One question to be addressed in the following pages is whether this ideology is
not also a confidence mechanism to keep attention focused on symptoms rather than
causes.

The political perceptions of the pohladores flowed from this microcosmic settine
and ideology. Surface needs are obvious: roads, water, sewers, electricity,
security of tenure, police, health care, schools and comparable necessities. Dietz
(1977:65-71) defined three levels of pobladores political activity in pursuit of
such goals. Initially they participated in comnunity related projects. Next they
entered or created local organizations to address one or a group of problems. When
this proved insufficient, they began to make demands on the larger political system,

principally by petitioninag the responsible official in the government agency over-

<eeina the nuchlas dovenes.
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What impressed Dietz in his investigation was how politely demands were made
to the larger system. A modus vivendi had evolved wherein the pobladores tacitly
recognized that the government had a great deal of physical power that it could
and wouid use to quell disruptive behavior. The government conversely recognized
that there were a very large nunber of pobladores who were very close and very
poor and who could see the wealthy life style of Peru's urban elite every day.
Mass demonstrations and strikes frequently proved the vulnerability of the medern
sector; episodes in February 1975, April 1976, and July 1977 are only the most
recent as of early 1978. Abetting the pobladores as well ¢ the Revolutionary
Government's need to for political support.

For the last decade the coverniment has responded favorably to pobladores efforts
to cope with their situation. In marked contrast to efforts prior to 1968 (see,
for example, Bayer in ed. Chaplin, 1976:235-38) and in stunning contrast to the
perceptions and actions of SINAMOS toward the rural poor since 1968, the officials

of the national agency for the pueblos jovenes, ONDEPJOV, see the pobladores as

human beings capable of autonomous creativity. In its initial statutes Diet;
(in ed. Malloy, 1977:418) found
Nowhere is eradication mentioned, and nowhere are the settlements inter-
preted as something to be denigrated. Rather, much is made ¢f the fact
that the squatters have taken the initiative to solve their own pro-
blems, and that therefore the proper rcle of the government is to col-
laborate, assist, and coordinate these efforts, working within the
structures and the conditions which the nobladores themselves have
created.
ONDEPJOV is thus not Tike a U.S. urban renewal effort but rather 1ike the Inter-
American Foundation in philosophy.
The poblador response to concrete assistance like the securing of land titles
has been markedly self-effacing, proving that the freedom, the need, and the en-

couragement for creative autonomous behavior does not necessarily produce it. 01d
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deference to authority dies hard. The poblador knows that many services take d
long time to push through bureaucratic channels and many elements of his legal
position are weak. Courtesy and the appearance of lawful and peaceful.intention
are seen, correctly or not, as a nore effective strategy toward officials than is
bellignrrence. Hédest demands are et by modest responses.  The copbination of
poblador vulnerabilities and government pragmatism results in an evolutionary
progiression by individuals to cope with conditions of personal need but not with

the processes that crcated such conditions.

What this amounts to is yet anotiher form of confidence mechanism., It is more
subtle and sophisticated that those facing the rural poor. It operates on a higher
level, allowing wore hope and allocating more tangible rewards. Within the authori-
tarian national framework pobladeres receive more than their vicible weaknesses as
a group might suggest. But they also partake of a mutual dependency with the govern-
ment, a bribe in other words, that vorks most of the time against any challenga to the
overall forms of structural agression and uncqual exchange vhich per petuates their
group nositien as a whole. _

it would be appropriaie to support such a thesis by showing hovi lhe government
po1§cy of granting social services for individual poblador or for comiunities was
contradicted in a specific sector of the macroeconomy by policies which contributed
directly or indirectly to create fewer job opportunities and high prices for the
poblador. One very specific example, provided the author by one who lived through
much of it, was the govermment handling of gasoline prices in 1976 ana 1977.

The qovernment had stabilized some outlying pueblo jovenes by providing social

services. 1t also subsidized gasoline prices to help comauters by keeping dovin
micro and bus fares; Petroperu was supposcd to balance the subsidy with good long

term oxport earnings. As noted previously this was a false premise. The government
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decided to raise gascline prices to recover ithe loss. It tried to force the
"counter-revoluticnary" micro-owners and coop bus lines to keep fares down by
threatening to revoke their transpori Ticenses. Riots ensued at the pumps, and
the prices of Tares wonl up, doubling two years in a row. Pueblo jovenes resi-
dents on fixed or pegged salary levels paid and suffered. Riots brought curfews,
and people were shot trying lo save money by walking to and from work. HNight
school, one of the attractive lures for self-improvement in Lima, was effectively
stifled.

A second and broader example is provided by multiple aspects of industriali-
zation policy. A most detailed study of events between 1970 and 1976 is that by
Abusada-Salah; the 1977 paper cited can be supplemented by his 1976 Cornc 1 dis-
sertation. He found that the reform laws of the early 1070's brought un;.)\‘ecc:,!c.*nt(rdI'ﬁ
governmzyt contrel and promised various changes in the form of organization and:‘ ‘
ownership. This led to a long period of uncertainty wherein long range investment
plans and <ocial concerns were dovn-graded in favor of short terwm profits. Tho
General Law of industries and the idea of a Social Property Srtctor did intrude on
price, investment, profit, and wage decisions. But very generous tax incentive
and tariff protection were given in exchange. The rules of the game have becn
reestablished; the paperwork is much greater, and industrialists continue to push
for changes in the reforms.

The Labor Stability Law makes it virtually impossible to fire workers. That en-
courages investments in capitol intensive mathods as one of several complimentary
processes shifting factor prices. Abusada-Salah (1977:35) links them all in this
manner.

On the one hand, labor legislation has raised the price of labor

relative to that of capital. Morecover tax and taritf excaptions

coupled with subsidized credit have causcd the price of capital
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to vemain low. Finally the pressure to v »invest stemming from
the Comunidades [ndustriales has reinforced the other po]1cy

elements that modify rclut1ve factor oricas. Thus causing the
entreprencur to chuose labor saving Lechn1queJ.

One result is that the magaitude of new jobs creoted bore no relationship at all
to the human nceds of Lima or the wodern sector. Firms with 20 or more vorkers
reccived 20.5 billion soles of drvestment (Abusada-Salah, 36) during 1972-1975
which edded a total of 4,803 jobs or 4.3 million soles (US 5 111,111) per neow
job. This is about 4 times the average cost of a ncw job in the United States
A sccond resuli was the creatbion of an under class of workers. (ihen new labor be-
came critical, scasonal labors were pul on for three months and then fired before
they could gain protected status.  Antagonism must result.

The pobladoy as a consumer is also hurt by certain apccts of prices distortions
caused by the high tariffs in place. Absada-Salah (16) avcued that

given the prohibition lo import and in the absence of local

competition or ¢ffective price controls, the domestic producer

enjoys virtually infinite protection which enables the firm to

raisc its prices to the highest possibie levels cowpatible with

profit maximization given the characteristics of Jocel demands.

If the good in question is an intermadiate input, the user will

not mount great resistance to price increases since ha 1s &lso

protecred by the REM and able to raise his prices. This pro-

cess ends with the consumer of final goods financing a great

deal of the prefits and/or inefficiencies gencrated along the

productive structure.
This domestic version of transfer pricing results in both higher prices and several
kinds of intentionat and unintentional inefficient uses of limited capital that very
clearly declare how the government intends te address the human needs.

One can argue the government's competence to direct a mixed cconomy toward any
specific goal, vut one cannct say it does not know the human results, The Ministry

of Labor's own tigures on metropolitan Lima, as reported internationally in 1977,

show that the sum of open unempioyment and underemployment between late spring 1971
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and early spring 1976 stayed between 26% and 36%. Even as gross estimates of
purely urban needs, they arc a clear symptom of the fundamental structural in-
abilities of the development model to mect human needs. As clearly they show

the very finite limits of the pobladores' self help cfforts and the governments

response there to.

A more complete analysis would conclude that some macroeconomic policies
probably help the pobladores and inner city slum vesidents to some degree. Some
barriadas are probably Ted by such dynamic politicians that the qovernment comes
out second best in any confidence mechanism. Most barriadas get at least some of
the social services. But the sum of these measurcs are stop gaps. They arc at
heart defensive modernization designed to undercut or desiroy the ability of tnesc
new minicomunities to organize larger of more effective demand making., Collier
(in ed. Chaplin, 1976:199), one current analyst of urban Peru issues, concludes
that

The data on Lima suggest that the government's policy of involvement

in settlement formation has been an jmportant part of this political con-
text, and that it may have contr ibuted significantly to the political

pass1v11y of marginal urban groups. The data thus suggest that public

policy is a §1qn1f1cant factor in explaining the political consequences

of urbanization in Peru.

By allowing no creation of effective supra-barriada organizations to transmit
grievances and fight for policy changes in top government circles, the Bermudez
government is forced to navigate the current crisis blind. It must guess how much
the urban poor will tolerate in austerity m2asures before they again paralyze the
city Ly strikes and demonstrations. If one wvere seeking evolutionary rather
than revolutionary change, a more inappropriatc strategy is difficult to conceive.

For international development desiguers, if the struggle for human rights like

employment for the urban poor is going to be anything more than palliatives for a
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few of the worst symptoms, it means challenging the overall macroeconomic stratcqgy
of the principal accumulators, the IMF, and the foreign banks. The more policy
makers contemplate what such a challenge entails the less utopian it will Took.

E. The fmazon Tribal Peoples

As a matiter of moral principle the plight of the various Amazonian ethnic

groups shoutd be considerd by ATD's international dovelopment analyts. These
Indian groups merit atteniion because they are very veak members of the world
system in a fringe arca where the rule of the strong has long prevailed. A logi-
cally zonsistent application of a broadly based human rights policy must include
their right to reject cultural suicide, environmental destruction, and the

most unaqual Jorms of exchanga brought by the modern world. It should not be
philosophically or operationally impossible to conceive that one or several groups
who have fought four or five centuries in a losing battle for sccurity, land, and
resources deserves such basic rights. AiD's worldwide humanistic activities thus
might well include the educational and poiitical activities vis-a-vis the Peruvian
government that seem merited.

The comments that follow are primarily the work of Bodley (1972) who did his
field research between 1964 and 1969. Varesa (1972) is another major source on
the ethnic group to be considered. 1 hope AID officials and others can and will
update them with other materials from the International Work Group of Indigenous
Affairs (INGIA) in Copenhagen and from the journals cited in the Handbook of Latin
American Studics 35 (1975:127-8).

Bodley's research cenfered on the Arawak-speaking Campa Indians who a decade
ago had a population of about 21,000 scattering over 20,000 square miles of rain
forest in the upper Ucayali drainage of eastern Peru. Rejecting early missionary

inroads, they have been struggling to combine shifting slash and burn agriculturs
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with hunting and gathering against even greater encrexchrments from the outside.
Very limited political orgonization and widely scattered human settlement made
physical defense impossibie. The sheer number of Campa, one of the largest
Amazon ethnic groups remaining in Peru, and their clear sense of their own cul-
tural identity prevented them from being swaliowed up and destroyed as many smal-
ler groups have been.

The Campa territory, as part of the Selva comparatively close to Lima, re-
ceived carly settlement attention during the castward expansion between 1870 and
1920. Franciscan missionaries and coffee growers led the penctration before
World War II; rubber growers and oilmen have provided further incentive since
then. Research by the government agency ORERN, with help from AID, Tound that
aress where independent Campa still survive would be unprofitable and ecologically
inadvisable %o develop,  But the international Marginal Highway, now said to be

'1arge]y complete except some neavy bridges (Horna, 1976:418), may attract settlers
and cash crop activities to this territory.

In the face of ongoing physical and economic violence, the Campa adopted three
principal responses to the modern world. Some retreatrd to hold on to a proven
Tifestyle and traded with other Campa for whqt ever few items they needed. Some
have established debt ties with settlers; they trade on unequal terms the forest
products and labor for modern goods. A third group has more fully entered the
market economy, often under missionary auspices. Bodley (1972:6-7) estimated
that 2500 fell in the traditional category, 7750 in the patron category and 10,750
in the market econony.

Behind these numbers 1ie a long histury of epidemics, wanton killings and
slave raiding which served to depopulate various areas and makz the remaining

Campa easy targets for labor recruiters. The breakup and disruption of miniinal
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trade lines also encouraged Campas to seck econcmic alternatives. Bodiey's .
surveys indicate widespread migration, clear declines in the size of householids
and apparently also declines in birthrates. The sum of these proces§es appears
Tikely to have produced an overall apathy antithetical to growth or survival.

These contﬁcts worked in less obvicus ways as well to undermine the traditioné]
Campa socio-political community. The Campa had been organized in swall groups of
related households with warrior chiefs who planmned physical moves and delended
against antagonistic neighbors. Such an arrangement fit well the ecological needs
of slash and burn production. Major depopulation and disruptions destroyed thc
ratio of men and land and began the disintegration of communities. A handful of
beleayuered coimunities are now left. Preferred mariage patterns are hindered by
the absence of brother-sister exchanges, cross cousin pairing, and polygyay. Des-
pite the potential available Tand the cultural group is disintegrating.

One cannot even have the satisfaction that the Campa who have found modernity
are encountering much that is positive. Working for a patron means far less time
for and far less productive hunting. It means constant travel and family separa-
tions. It means being cheated on.the prices of miserable consunier goods and on
compensation for labor and forest products. Two years of cutting mahegany in re-
turn for a $25 shotgun which soon deteriorated in the tropical climate was onc
example. Patterns of debt bondage are hard to break. 0ld age brings dismissal.
Left are bitter memories and a few relics of the new culture. A balanced portraiv
would add that some of those in the market economy have, via mission schocls, be-
gun a cultural transformation. There will be some successes. Others have adopted
entreprencurial skills to raid the jungles feor commercial skin, meat, ard Tive
animals (for dealers). Others have worked in lumbering or farm activities. Must

all undertake this course of cultural suicide?



The Campa are notl alone in this dilemma. Another report of the IWGIA series
(No 10) lays bare the case of the Aguaruna in the Alto Marafidn who roamed 22,000
sq.km. until government spensored colenization and land speculators moved in to
wipe out the Aguaruna's balance with nature. The use of DDT killed domestic
animals; curbing hunting areas forced too frequent movement. In sum the dis-
ruption of the ecosystem led to ethnocide. A third report (No 16) 1in this series
details the struggle of the Amuesha people in the Quillazu valley along the
Chorobamba river They lost to modernity in the late 19th contury via hacienda
encroachment. FPromises over the last decade to permit the return of lands to
47 comunities and 681 families were unfulfilled as of the 1974 publication.

The Peruvian government, as do many others worldwide, faces considerable
rractical and philosophical problems with all such groups. The special Bureau of
Native Communities set up in mid 1971 (Varese, 1972:20) estalilished the legal and
political rights of all Amazon groups. Such guarantces and those of economic
rights and state assistance cannot be effectively implemented in an i.:titutional
and political vacuum. The mid 1971 bil] calls for a series of federative units
to be created as recipients of federal aid. That would require a considerable
government presence both to mobilize the ethnic groups and o counter the prevail-
ing local settler economic and political groups. This author was told that else-
where in Peru there are examples of minorities, when given the samc land base right
in cooperatives as the settlers, making a highly successful cultural adaptation or
ethnogenesis.

But significant forces within and outside the government still speak of the
Selva as a frontier with all the exploitative connotations the word often carries.
These forces have and Tikely will find it advantageous to offer isolationist or

reservationist solutions for the tribal groups that will perpetuate the highly un-
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equal barter systems for forest products. The strength of these forces is such
that political mobilization of the Indians to defend themselves is paramount.

It is not a situation that can be resolved with assumed harmony. A u§efu] first
step would be to pull together all available operational models of how the govern-
ment might go about implementing the 1971 law. Even this may not be easy. |
IV. The Current Generation of International Development Activities

1 Perd S

A. The Basic Cuntradictions and Confusions

fhe observant reéder has by now realized that this essay is faced with some
severe contraditions. They add up to this.

o If one grants the demonstration of an ongoing and evolving world-system,

largely but not entirely controlied by core societies at the expense of

peripheral ones Tike Peru, how can .international development institutions,

themselves part of the apparatus of the world-system, pursue goals in large

measure antithetical to those of the svstem?
Tpe short answer is they usually cannot, at least not by larce scale cepital transfe
to Third Vorld govermnments. For 511 of these governments are themselves part of
the system and therefore part of the problem. The solution in brief for AID's
development analysts to live up to their legislative mandate is to seek out and
use the flaws, cracks, and crevasses in the system to help the poor where they can.
At the same time individuals nwst defy the laws of bureaucratic reality and begin
the reeducation of other elements of the system toward more humanistic norms that
can become the basis for changing the goals and operation of the world-system,
change that will work toward a far more clearly defined and shared vision of a
world we might strive for by the year 2000 or 2025. The remainder of this essay

will explore ways in which development activities can contribute to such an out-
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come or conversely serve, through design or imperfect vision, to perpetuate and
strengthen the prevailing world-system with its manifest drives 1o produce suéh
enormous wealth with so little human understanding of the resultant costs, parti-
cularly that of the far more pro ictive and cquifable futwre it precludes.

Such a discussion requires clearing away a few wore of the shibboleths which
are conventionally called enalysic. The wost pervasive and countrrproductive is
the supposed harmony between parts of the system. Governients, corporations, and
banks are NOT in the development business to improve the Tives of poor people.
Mainstream Washington discusions of developmznt, in AID and IBPD literature and
elsewhere, badly understate or misstate the impliications of this reality.

Corporations and hanks are in business to accumulate capital. The low wages
and other aspects of unequal exchange encourage investwment in peripheral societlies
1ike Peru because it is more profitable than investment in core statles where other
groups and forces in society protect themselves slightly better. What are
most profitable in Feru are capital intensive exporting operations. Helpirg
poor people can mean creating potential consumers, but more Tikely it means
a drain on perceived scarce and finite vesources. The unspoken assumed reality
ic that resources and wealth ave nov-finite; but that is true in large measure
because society has failed Lo invest in the human centered technclogy to make
them infinite. The rich wani to preserve their present lion's sharc. Not all banks
and corporeticns are so limited in vision; AID, for one, could find a few appro-
priate exc.aples of more humanistic corporate alternatives by diligently searching
its world wide experiences. DBut to design development intrusions to include cor-
porate and bank involvenent as central to reaching and helping poor people is sim-
ply contradictory. Businesses cannot be criticized for doing what they said they

vere going to. It's the international development analysts who are confused.
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A similar confusion exists towards recipient “hird Yorld governments. fhe
prim> directive of any governsient is not to help its poor majovity but rather to
stay in power and cnjoy the fruits thereof. In the contemporary world of the
periphery, given the world wide revolution of rising expectations and the very
Timited real r;soﬂrccs, government, as a major mediator of socio-economic con-
flict, faces incredible problems. Desperate poverty and the consciousness of
economic incquality are inherently revolutionary pressures. Repression and party-
less burecaucratic rule as depolitcizing mechaﬂisms are not permanent answers.
Both the parasitic ruling classes and the heve-nots continue to struggle for the
same insufficient surplus. HMuch of the visible radical rhetoric of the rulers
thus becomes a defensive radicalism. Indeed, as one of my tritics put it aptly,
in cases like Peru and Brazil, the government propaganda has so monopolized the
prevailing pub]ih rhetoric as to distort quite successfully the meaning of all
"revolutionary" vocabulary.

A number of Third Yorld governments have from time to time fought to gain a
greater share of the surplus from the world market. Nationalization measures are
a conmon means; debt entrapment and IMF-led austerity plans and develuation are
the most frequent counter attacks by core-controlled institutions. Peru in the
last decade is an excellent example of this conflict unfolding.

The net result for poor people is that they are seen as basically a problem,
not as citizens deserving human rights. Government development activities thus
become a mixture of paternalism and defensiveness. However, virtually no govern-
ment is a monolith. Pockets of humanistic vision and action exist in both pub]ig
and private institutions; AID's designers pursuing their mandate would not be

without allies in perspective and action.
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AID must be similarly selective in its alliances with institutions and groups
of all kinds. AID's mandate is clearly one of dcvelopment. That demands basic
policy consistencies. Governments, banks, corporation, State, Treasury, Agriculture,
and Commarce are not in the developrent business and should not be looked to for
guidance or real support. A second guideline is to stop speaking and acting as
though politics and development ere separate issues and AID can act as apolitical
technicians. A third 1s to talk about the real world and all its warts in a
theoretically consistent and empirically defensible way.

Using the brief country narrative and data of the FY 79 Congressional pre-
sentation on Peru (816-818), such a discussion would be redesigned in these ways.
The statistical data should be reaconably correct. Stated import and exports
from the United States, for example, are not as shown.  Standard public IMF
sources show imports from the U.S. in 1974 were $478 million not $17 million
and $854 mi]]ion.not $24 millien the next year. Defense as a % of Peruvian govern-
ment expenditure in 1973-1975 was not 19.2%, 18.9%, and 21.5% but, as Table 5 in-
dicated, 24.9%, 25%, and 28%; very likely it was more with extra-budgetary outlays.
The narrative essay must also be cleansed of severely disprovable or overstated
assertions; even a casual reading of parts I and II herein will demonstrate that
while Peru has taken some tangible steps for the welfare of the SAIS and CAP's,
it cannot be said "to have created the basis for a future of growth with equity."
An extended refutation of conventional AID or IBRD country review would wear out
the'energies of bothrthe reader and the author; the interested can compare this
report with the new IBRD study said soon to be published. What is necessary here
is a sumnary of the deeper methodnlogical flaws as preamble to coming to grips with
project analysis.

Normal AID and IBRD analysis divorce politics and economits. They assert harmony

s

where there is conflict. Poverty is just there. One has no idea that it is being

-100-



created and sustained by active forces; the roles of various accumuiators and
confidence mechanisms are omitted. The export - led growth mode’ is assumed; no
discussion of its diasterous impact on jobs and human needs is visible. Unequal
exchange does not exist because Samuelson said so. The rhetoric and éhi]osophy
of a government is what they are doing - never mind conflicting evidence. Life
and reality can be painted in black and white; grey might confuse the Congress or
the -pubTlic.

The discussion and implementation of projects can be reduced to a similar
series of simplicities. A statement of goals suffices. Target plus moncy equals
success; process is an alien and needless perspective. Symptoms are what one dis-
cusses; what are rauses? Poor people can be reached from the top down; we know
whats good for them so they don't have to participate in decision-making. Absence
of visible resources means external resources are imperative. Everything should
therefore be done to encourage foreign banks and companies to irvest; it would be
highly inappropriate to point out in more than the most oblique terms the socio-
economic organization or high bureaucratic salaries or any other structural block-
age that, i7 removed, might allow the society to develop via self-reliance. It
would be equally fhappropriate to recognize political, ideological or cultural
factors as integral to coherent analysis. Projects are economic exercises. The
values, motives or abilities of the technicians, bureaucrats,and designers, are
not a subject of analysis; only the economic abilities of the target group are
of concern. Results are measured in statistical, rate of return, cost benefit
analysis. Rarely in this entire bureaucratic process are average people consulted.

To be sure the last two paragraphs create a bit of a caricature. Not all AID
or IBRD writing is so unsophisticated and antiquated in all of these respects. But
this synthesis is, I think, a fair rendition of the methodology and perspective
underlying the vast bulk of reports, even those purporting to analyze and imple-

ment New Directions policy. This paper intends, as concretely as possible,
(
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to move the discussicn to a more defensible overall paradicm by synthesizing
an alternative methodology for determining what constitutes a successful and

positive interpnational dcvelopment activity.

B. The Basic Theory for the Operational Alternative of Participatory
Development

The initial element of a typology I take from an essay on Ecaudor by Keith
Griffin (1976:172-220). He creates a useful first order classification of policies
and activities under tnree broad categories: ameiiovative, technocratic, and
conflictive. The current legislative mandate calls in section 102 (C) for a
"strategy that aims to increase substantially the participation of the poor ... and
otherwise providing opportunities for the poor to better their lives through their
own cfforts.” The definitions of each of Griffin's terms makes it self-evident
which kind is consistent with the mandate.

The definition of ameliorative policies (Griffin, 202) reveals how neatly such
activities fit into prevailing confidence-mecnanisms.

The main characteristics of ameliorative policies is that their

primary purpose is neither to raise total product nor to change

fundamentally the relative bargaining strengih of conflicting
groups in such a way as to alter the distribution of the product.

Total output and the distribution of income may change as a re-

sult of wmplementing ameliorative policies, but these changes

arc essentially by-nroducts of measures which were designed to

raise the welfare o1 selected, and usually quite small groups
of campesinos. Typical ameliorative policies are minimum-wage

legislation; price supports for agricultural pelicies; housing,

health, and family planning programmes; and rural public works

schemes.
With ameliorative policies the poor may participate in a larger share of social pro-
duct, but there is no catalytic, self-sustaining element at work. Prevailing con-
fidence-mechanisiis will continue to chip away at the value and utility of the larger
share. Some elements of relative deprivation may diminish momentarily, but they

in no way compensate for the reverse systemic biases inherent in unequal exchange.
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Technocratic policies are those designed to improve total incomes through
a growth or production-centered strategy. In days gone by this was termed
"trickle-down" development. Resources go to improve the efficiency or produc-
tivity of the non-labour inpats of production and to improve marketing and ex-
port facilities. Griffin's Lcaudor discussion covers (205-211) hydroelectric
investments, irrigation, mechanization, anti-labor credit and interest policies,
seed certification, roads and storage facilities. Some temporary employment
is created for the poor. The tangible permanent benefits are legitimized through
prevailing confidence wechanisms. The results are not surprising. Dispropor-
tionate shares go to the wealthy and medium scale entrepreneurs whose capital-
intensive structure of production can best afford and use the inputs. The rich
get richer. Tirough their successes they drive down the incomes of the less
competitive poor, cut the number of jobs by mechanization, and solidify their hold
and power over the local and regional confidence-mechanisms that skew the alloca-
tion of resources and services. At best the poor get richer in absolute ternms
but grow poorer in relative tern.

The third category of potential development activity is the conflictive pol-
icy. This is a policy which works to redistribute wealth and incoms or sevves
to enlarge the ability of a group to participate more effectively in the processes
of distribution. Such policies are conflictive because those now monopolizing
wealth, power and access thereto are likely to oppose them as perceived or actual
threats to their posjtion. Conflictive policies are those of social mobilization
that help the poor to help themselves and those of structural change like the
Peruvian land reform replacing latifundio with SAIS and CAP's. It is conflictive

policies which are quite clearly the legislative meaning of sections 102c; given
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the enormously chaotic and mutually contlictive nature of the remainder ot the
current FAA Tcgislation, it is not surprising that AID might fe:? confused as to
congressional intent. But the overriding sentiment of New Directions is to channel
aid to help the poor majority, particularly the poorest of them. That is a suf-
ficient mandate'tn disallow ameliorative ov technocratic policies and projects.

One is still left with the need to define in an operationally functional way
the nature of a conflictive development activity. The Washinglon-based Develop-
ment Group for Alternative Policies has just exnlored this question. Under the
rubric of paticipatory developnent, they offer an initial set of rine characteris-
tics which such development policies or projects should meet; this author adds to
and refines them in the following manner.

The organization receiving funds or carrying out activities should have clearly
defined and operational participatory mechanisms; a significant percentage of a
target group, perhaps all, should participate in the proccss, not just be passive
recipients. The institutional linkages with the Targer system should be clearly
functional for those ai the bottom; the aid recipient must have the real or poten-
tial authority to prutect his graﬁt and to increase access to whatever additiona!
resources are necessary. The technical and organizational aspects must be feas-
ible in terms of the sccio-cultural environment; mestizo-controlled Tocal groups in
Peru may not be a feasible way to reach the poorest and most illiterate Quechua
and Aymara. The project must reach some standard of ecological soundness as well.
hat that standard should be requires far better determination of criteria for
environmental impact studies and allocation of adequate funds for research.

Development initiatives ought to demonstrate in their design ceirtain specific
potentials. One is the potential for self-reliance. Another is self-sustainment.

A third is the promotion of self-learning. If the participants cannot learn to
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stand on their feet, keep the projcct going, and keep on Tearning how to improve
jt, then the resources so allocated are little more than ameliorative solutions,
paliiatives that make the overall confidence mechanisms of a particular group
easier to bear for a given period  But asserting such ciriteris is far casier
than deve]oping'standards useful for their measurement. This very much needs to
be done, and the wnvic of the Interamerican Foundation is o:xiy a rcugh beginning.

“Finally, developmznt initiatives must consciously and vigorously guard
against possible negative results that would harm the welfare of the poor. How
much economic dislocation or job and home destruction would be tolerable against
soime larger <ocial goal is not a trivial question. Such decisions have tradition-
ally been handled in an elitist fashion not at all in the spirit of participatory
develepment. International infrastructure projects have been designed and com-
pleted with relative oblivion to the way in waich land values change, promoting
speculation, tax fraud, and land concentration. Without specific knowledge of
the local accumulators, their activities, and their Tinks to the larger system,
the best designed projects can also be defeated or misdirected.

Very few items in the deve]opment literature this author has seen approach .
the evaluation of projects with the level of sophistication called for in the
Tast three paragraphs. Even the most brilliant microstudies extant, such as
Don Emmerson's "Biting the Helping Hand: Modernization and Violence in an Indon-

esian Fishing Community" (University of Wisconsin, Land Tenure Center Newsletter,

#51, January-March, 1976), do not carry through the total systemic analysis
required; Peruvian analysts would, however, benefit from this treatment of local
culture conflict. And even if individual projects were perfectly desigred, they
would 3ti11 be instilled into a world-system working the other way. National and
international components of the system can best be changed, however, by people who
have become citizens in the real sense of the term. AiID's greatest potential con-
tribution to the human race is thus to create as many citizens as possi%le through
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the participatory development activities just outlines. How well the interiational
developnment. activities of AID, the IBRD, and the IDB measure up against this model

is now appropriate to consider.

C. AID's Present Strategy in Peru from a Systen's Perspective

AID's presént program, as described in tue FY 79 Congressional Presentation,
comprises 30 ongoing or commencing projeéts. Granting the presence of PVO projects,
Food for Peace and others, this essay will concentrate on these 30 projects as the
fairest representation of current AID activities in Peru. Program Tevels have been
$16.961 million in FY 77, $22.876 million this fiscay year, and a proposcd $17.338
million for FY 79; Peru is thus 4th largest of 13 country programs in the renion
for FY 79. Study of its constituent parts must begin with a look at the country
strategy that guides project choice and design. Using the FY 79 Budget Submission
(of June, 1977) and the Congressional Presentation (of February, 1978), the overall
strategy bears in brief form these particular strengths and weaknesses, beyond the
kinds of generic flaws suggested in the last few pages.

AID's political analysis of contemporary Peru emphasizes revolutionary accom-
plishments which in Latin American terms seem progressive; on a larger scale the
corporatist anti-participatory substance (as opposed to rhetoric) is not apparent.
The forms and rhetoric of political and economic change appear to impress the ana-
lyst, but the substance represented much less change. Social property, much talked
of in later Velasco years, was defunded by Morales Bermudez. The depth of political
change represented by Bermudez is understated as is the current degree of political
repression by Peruvian standards. The catalog of political i11s even in June 1977
might have presaged more clearly the current revolutionary potential, given the
availability then of debt figures. No ﬁention is made of IMF or other international

pressure affecting Peruvian policy after 1975; there clearly was such pressure.
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A number of other points are well cast but, devoid of systems analysis, they

describe misleadingly independent variables. One parting comment (FY 79 Budget

Submission:5) does come c¢lese: "political problems have their roots and
solutions in economic and social policies: and both occur because of Peru's under-
development and its method of trying "to achieve developrient."

AID's economic over.iew is largely an accumulation of external synptoms of
crisis. The debt dilemma was termed primarily a function of misjudging oil pro-
duction and of a government 1living beyond its means. The state's poor performance
with labor, prices, and export stimulation were noted and the propriety of egali-
tarian social goals was admitted. But one needs to know why at each junctiure.

What are the accumulators struggling for, and, how are they able to shape the
allocation of costs of the current "stabilization"? AID's analysts saw the un-
even burdens of austerity; "the urban poor fTace a grim prospect of malnutrition
due to declining real income" was one February, 1978 conc]usion; But AID's an-
alysts implicitly accept the IMF slabilization package as the way to growth in
an uncertain future; more capital intensive industrialization is called for and
self reliance never considered. Symptoms are confuscdly icrmed structural
conditions that Timit future growth; the tools of neoclassical economics just
don't come to grips with the concept anc reaiity of process. If the confidence-
mechanisms are not laid bare and disintegrated, all the capital, technical and
educational inputs in the world will still leave an inegalitarian, exploitative,
and inefficient socio-economic order.

AID rates the Peruvian Government's performance on section 102d (of the FAA legis-
Tation) as "generally high." Advances in agrarian reform, increased worker parti-
cipation in industry, and population programs are cited. AID properly distinguishes
the difference between political intent and performance. But this sketch, like its

kin world wide, provides no analytical criteria by which to reach any defensible
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judgment. In an ongoing noncommunicaticrn Congress has been trying to tell AID
to develop measurable criteria of progress in meeting human economic rights to
see if AID programs are nelp ny ih: poor. AID éonverse]y, has been dénying the
validity and utility of ary 1 iversal criteria; no bureaucracy, after all, will
willingly create standa.#> viiich could threaten individual or collective survival.
Congress, by ignorirg I bureaucratic norms, has contributed to the present
impasse. WMWithovt suie ctandard of measurement, setting goals is pointless. On
this issue, perlape the most important in all of foreign aid, AID has a great
deal of reithaking to do. Stating the obvious -- Peru is pretty good by Latin
American standards -- is no cubstitute.

AID's analysis of what constitutes the appropriate developient targets --
the rural and urban poor -- is right on target. The regional variations among
Peru's 8 million marginal penple are not miscast, nor is the "woefully under-
financed" nature of agrarian reform. It is sad, however, to see such reliance on
IBRD analysis; blaming the climate for lack of "real improvement" in agriculture
or the lack of cash sales for dietary flaws is, at best, simpiistically misleading,
Focus on technical constraints leads, quite logically, to technical conclussions:
"any increases in farmer income will largely be dependent on technological improve-
ments....and from value added enterprises at or near the source of production.”
The second point is undoubtedly one element of a productive solution, but the
first point symbolizes the archetypal myopia about history, culture, organization,
normative values, confidence mechanisms, unequal exchange, and the world system
which together have denied coherent analysis of international development issues
in the twentieth century.

From this accumulation of data and analysis, how-ver, AID articulates this
as its current development strategy in Peru as of mid-1977 (the FY Budget

Submission, 18):
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(a) to improve the quality of life of the Sierra poor through on

and off-farm employment, (b) to accommodate rural migration by

supporting the orderly, economic development of new agricultural

lands in the high jungle and the provision of basic services and

job opportunities to the urban poor, and (c) to stimulate and

strengthen innovation and reform within institutions whose pro-

grams have particular relevaince to the poorest majority in gen-

eral, but whose benefits may not accrue only to these groups.

It is on the face a technocratic strategy with some ameliorative elements. Par
(c) hints at conflictive possibilities but concludes on a note which suggests so
thing like an adkicu]tura] Toan fund is in the author's mind. The mix of amelic
tive and technocratic is driven home in the following paragraph. The stated maj
goal of the agricultural sector strategy is the maximization of production, one
is left to wonder if this means anything more than additions to the prevailing c
fidence mechanisms. Each of the substrategies, by failing to ask truly systemic
questions, is left feeling its way blindly through unrecognized and fatal obstac

AID's strat;gyis turned into a program response in the following sectien.
Raising employment is translated into projects to raise production within three
paragraphs. Some of the non-farm activities could feasibly aid the poor, but on
if handled through intermediaries who meet the participatory criteria; the clear
indication is that AID will work through government agencies which invariably me
that the benefits of a program will be siphoned off in the local power structure
Education programs, despite their ameliorative nature, are harder to judge; they
could produce more minions for confidence mechanisms or they could be a way of
creating citizens.

This AID prograﬁ, 1ike many, continues enthusiastically td support the Hous
Investment Guarantee program as appropriate not only in Limé but even in rural
market towns. This author has never seen an analysis justifying the existence o
this program by other than the self-interested. A country that is not capable o
housing its own poor in an economic fashion is scarcely likely to be doing it in
foreign land. It is very c]eér that a producer-oriented housing project, de-

signed to make somé money for the builder, will produce either
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middle class housing or slums; slums result when poour people pay too high a .
percentage on mortgage payments and thus cannot afford upkeep. . If the Congress

or the Executive wants to build such housing overseas, they should tage the pro-
gram out of the development assistance bi]];’its not development, its a middie
class subsidy. .Hhat makes it particularly illsuited for Peru is that this country
as Leeds (1973) clearly shows, has a highly efficient consumer-oriented strategy
which utlized energics from various sources to produce culturally varied homes
usually under the guidance of the consumer.

The second program focus after the Sierra poor is the migrating poor. AID
contemplates production oriented programs for the Selva and ameliorative programs
for the Coastal urban areas. Several of the projects have PVO's involved which
raises the possibility that participatory and mobilizing elements could be incor-
porated if the local institutions concerned understand the nature and importance
of self-sustaining development.

AID's third program focus (25-26) appears to have the greatest potentfa] to
meet the New Directions mandate. It is termed institutional innovation and reform
The AID analyst clearly recognizes'the finite 1imits of Agrarian Reform both for
the workers involved and the many left out. Some of the proposals that flow from
this component represent the best of the entire AID development strategy. Coopera
tives do badly need "secondary level enterprise centrales and tertiary level feder
tions." Much thought must go into precisely what kinds of rural agro-industries
are appropriate, but the goals of creating more rural jobs and providing "more
returns through value added at the source of production" are appropriate. Inno-
vative forms of credit are surely needed as well. AID must be careful that its
links with American universities and agribusinesses do not bring in the kinds of
inappropriate agricultural technology visited on Columbia (see Vallianatos, 1976,

for example) nor push these new agroindustries into export activities where they
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would lose much of their production value through prevailing patterns of unequal
exchange. But if local industry could be run as social property and focus on
local use items now imported into a region, all of the value created would stay

in the region; perhaps this could ie 1 to enough growth in the local and regional
tax base to get'localities out of the “ederal trough and really begin to rebalance
the prevailing urban bias.

D. The Model Applied to Project Analysis

1. AID's Agricultural Project in Peru

With these few preliminary comments &s background it is now appropriate, albei:
foolhardy without complete documentation and some on site inspection, to try to
give some preliminary assessment of potential pnroject results, their inmpact on the
poor, and their apparent relevance to the legislative mandate of New Directions.
Congressional presentation shects (referred to by fiscal year and page in the form
CP 79-824) provide the most uniform source. They are, of course, superficial; in
many cases more data comes from recent budget submissions, capital assistance papers
or project papers. Despite the enormous potential for error, someonc has to do
such a survey for some country in'order to create a rudimentary model to be refined.
Thus, following the listing of CP 79-820 with a fcw changes, here is a first
compendium.

FOOD AND NUTRITION

Héusing and Urban Development (#527-0065; 1962) is one of the few that has appeared
for years with no explanation. Its life is about over, and it appears by the
title to be essentially ameliorative.

Agricultural Development and Operations (#527-0060; 1962), described in CP 76-252

invoives planning support and leadership activities. The money (54% of $773,000

-112-



in FY 76) went to the equivalent of 10 technicians and advisors, largely from
Iowa State. That averages at least $40,000 per person. This is an endemic
problem in foreign aid implementation. It is fine for the international devel-
opment and landgrant lobby; but it is hard to see how this transfer of educa-
tion could be.more cost inefficient for Peru. The educational product itself is
impossible to judge without detail on the people involved. Is this assistance
in computerizing land reform plarning or is it strengthening the world system's
control over iis resources? One needs to know whether our training is helping
self-centered careerists or public servants in the true sense of the word. In
any case short courses at the local level on economic mobilization for specific
community needs would be a far more appropriate activity.

Tarapota Highway (#527-0028; 1964) is another old project, oddly categorized under
food, inherently technocratic, and nearly over. No data was presented to the
Congress betweén FY75 and FY79, so one would at least like to know that it did
finish in late 1977 or early 1978. [Its ultimate human value depends on how
production is organized in the surrounding areas of the Selva. (See #527-0163)

Campesino Para-Technical Training (#527—0143, 1976), formerly cailed Agio-Indus-
trial Manpower Training, involves assisting CENCIRA in the training of farmers
for leadership roles in the agrarian cooperatives being set up. How are the
unresolved contradictions of the cooperative role, sketched in Part II B, being
handled in this trair 'ng? What normative and ideological core underlies this
putatively technica} education? It is hard to see that such courses, run by
the government, will teach future cooperative leaders what they need most: how to
make more effective demands on the system. Indeed one greatly suspects the

reverse is the result, if not the purpose of the program.
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Research and Development in Fresh Water Fisheries (#527-0144; 1977), described
in CP 76, CP 77 and CP 78 and the FY 79 Budget Submission (56-63), is a straigt
forward technocratic creation of fish feed pelleting plants, hatcheries, fish
farms and fish hatcheries. An $11.17 million project is contemplated (FY 80)
to follow thé earlier model 5450,000 project. It is certainly an industry ap-
proprie’ to add protein and jobs to the lives of Sierra poor. Ignoring the
aweson. ,-.rt of the initial outlay that went to US technicians, ane must still
ask why the intrusion of such an activity will greatly help the poor if market-
ing, pricing, and related concerns are left o either local political interests
or tc the overnment, both of which are past masters at creating or perpetuatir
confiucnce mechanisms. How can poor peasants afford an additional outlay? Ecc
nomic activity does not happen in a socio-political vacuum. The assunption of
good will and fair play in this and many comparable presentations is scarcely
justified. \Uhere and how well the proposed Tish species fit into the ccology
would not be amiss to ask either,

Soybean and Corn Production on Small Farms (#527-0149; TQ), described in CP 78-26
and CP 79-831, is another technocratic production -- centered project designed,
in this case, to establish 34,000 hectares of soybean and 36,000 of corn in the
high Selva. AID's contribution goes mainly for training, so again little of th
$2.1 million will stay in Peru. The University of I1linois did particularly
well. The same issues of linkage raised by the Fisheries project are unresolve
here as well; just because the activity exists docs not mean it will help very
many poor people more than marginally.

Use of Treated Effluent for Irrigation (#527-0150, 1977) is a $200,000 outlay

manifestly technocratic in nature, but not discussed in CP 77, CP 78 or CP 79.

Agriculture Cooperative Federations (3527-0058, 1975) has been a major $7 miliion

project, described in a June 1975 Project Paper and in CP 76-261. It intends
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to support the formation and full activation of second level federations of
cooperatives called CENTRALLS which are intended to provide member cooperatives
with technical, marketing, and accounting services, equipment maintenance
centers, and some production inputs. Loans can go for working capital, fixed
assets, capital investments, and necessary feasibility studies. From the view-
point of institution building the project has a nunber of positive conflictive
elements; but several could be easily stifled when the key political answer becom
clear. Are CENTRALES going to be the way the Ministry of Agriculture keeps the
cooperatives in line or the way the cooperatives will succeed in getting more of
a share of the ultimate value of the produce? The CENTRALES could also get caugh
and destroyed in the crossfire or become able arbiters; and how will one tell

if the CENTRALES has not become another skillfully run confidence-mechanism?
Putatively one goal is to get better prices for rural products. The government
however, is still in the city and, as AID's project paper admits (16), "no ade-
quate evaluation of the impact of current government price policies on pr¢ duc-
tion is available" as of mid 1975. In terms of reaching the poorest Peruvians,
this project would appear to affect prfmari]y the wealthiest 25% of the rural
poor, thus widening rural disparities.

Sierra Water and Land Use (#527-0059, 1976), described in a December 1975 project
paper and in CP_76-262, is an $11 million loan to improve irrigation and land
use in twenty-seven sub-projects in two major river basins in the Sierra, the
Cajamarco and the Mantaro. Planning, advising, institution building, and a
special AgBank fund for the farmers are also intended. ‘Although there are
ameliorative and technocratic elements, the project paper gives several indica-

tions of very progressive conflictive possibilities in the implementation. The
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designers clearly understand the appropriateness of medium goals not miracles
and of a scale and cost of technology {63) suitable 1o such goals. VUhile there
is a mechanistic portrayal of givens plus inputs equal results (54), one is
impressed with the depth of research completed and intended (38-38a). Partic-
ularly striking is the depth of social analysis (86-94), the willingness to

make it an integral part of the project, the recounition of lecal conflicts (93),
and the operationally convincing way in which they will be resolved through new
participatory Irrigation Commissions. Subproject research indicated high parti-
cipation in planning and at cach stage thereafter the stage has been set for a
project that at the local level would appear to approach the conflictive model
New Directions calls for. HMore research will be called for to see how it is
carried out and how the local advances interact with the larger world-system
which has‘its own needs.

Rural Development Agribusiness Fund (#527-0159; 1977), described in the FY 78
Budget Submission (53-62) and a September 1977 project paper, is a $10 miilion
loan to set up "in the Central Bank a facility for rediscounting loans made by
financial institutions to subborrowers which process or market agricultural
products or provide complementary goods and services to the agricultu.al sector.”
Painstaking criteria are in place to loan to entrepreneurs who deal with small
farmers and their needs. Growth of Carnation Milk and Nestle Company sub-
ordiaries (72) are cited as successful precedents. This technocratic project
will strengthen companies that will be in a position to encourage small farmers
to raise more commercial production. To whose relative benefit? In absolute
terms both farmers and agrobusinesses will gain. But the latter will gain
far more. They get the capital infusion to expand their control of and bene-
fit from the prevailing market confidence-mechanism. These are not situations

where six or eight companies will compete equitably to provide a given
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agricultural input to a cooperative. Both numbers and geography indicate
that in most situations the funds go to strengthen the hands of a local
monopolist or a local oligopoly at the relative expense of the small producer.
It is good for international interests, but AID's mandate is to help tne small
producer. Participatory cooperative institutions run by CENTRALES could pro-
vide the necessary inputs and marketing for small farmers. Indeea the exist-
ence of this project competes with and undermines #527-0058 Agriculture Coop-
erative Federations, and it therafore quite possibly should be terminated.

Appropriate Rural Technnlogies (#527-0162; 1978), described in CP_78-270,
CP 79-825 and FY 78 Budget Submission (69-75), allocates $1.276 millien for
prefeasibility and feasibility studies, R and D, demonstration,and improving
institutional ability. tUhether it is technocratic or conilictive will depend
naturally on how and by whom the project is carried out and into what form of
productive structure the resulting technology is intrudad. Ideally, thc project
could be tripled; history treats idealists badly.

Jevelopment of Subtropical Lands (#527-0163, 1978), described in CP 78-272,
FY 78 Budget Submission (46-52), and a January 1975 project paper, is an $18
million effort to increase agricultural production and (1975: 14) "to establish
and test a low-cost methodelogy for achieving optimum use of land, labor and
capital in the high jungle." About 35% will be spent on roads, 18.5 % on
credit, 14.6% on machinery parks, and the rest for marketing, surveying, services,
studies, and technical assistance. The project area, Huallago Central-Bajo Mayo
contains about 180,000 people, 60% in rural areas and 75% dependant on agricu]—_
ture, fishing, forestry and hunting (1975:51). Mestizos dominate campesinos
in typical fashion; some large estates (32 over 100 hectares of 1,000 surveyed)

have survived land reform thus far. This is very clearly a technocratic project
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with a strong political goal - feeding the Coast; as it is the most cost
efficient way of doing so, it is amazing that the Peruvian government has not
allocated the money from one or two pieces of .military hardware to pay for this
itself. The project analysts surveved enough to note a few disparities between
mestizos and éampesinos, but there seems to be minimal understanding of the reed
for participatory marketing and productive institutions if the poor are going to
gain ary greater proportion of the new weaith. As it now stands there is no
reason to think benefits will not be highly skewed. #nd did anyone ask the
slash and bury farmers if they wanted to settle permanently?

On-Farm Water Management (#527-0170; 1978), described in CP78-271 and CP79-826,
is a $27,000 exercise to create and demonstrate Farm water use systems in co-
operation with the Ministry of Agriculture. Its a technocratic effort which
benefits small farmers if they come to demonstration trials, if they can afford
the investment, and if the market system permits them to benefit therefrom. The
projects addresses just the first issue. The major beneficiary is Utah State.
In FY 78 one professor received $67,000 and the university $13,000 more. For
FY 79 3 people are involved for a $175,000 total. Is it not contradictory to
to pay someone $67,000 a year to invent appropriate technology and teach it
to poor people?

Rural Agro Industry (#527-0171, 1978), only briefly mentioned in the FY 79 Budget
Submission (78), would allocate $5 million to set up a tcchnologically inncva-
tive agro-industry involving, apparently, edible oil extraction. Ite very likely
to be technocratic and suffer the same flaws as the Rural Development Agribusi-
ness Fund.

Rural Enterprise Development (#527-0057, 1974) and Rural Enterprise II (#527-0176,

1979), described in a June 1974 capital assistance paper, in CP79-821, and in
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FY 79 Budget Submission (47-54), allocates $10 miilion and a further $8 million
to the Industrial Bank's Rural Enterprise Fund. The stated goal is job creation
in poor regions by means of loans to reduce entrepreneurial and management con-
straints on rural business. The 1979 project will improve on the earlier one

by weighting employment generation more highly in lending criteria. In the
analyst's 1979 vision jobs seem to come only from public works and private
enterprise. Deep within the 1974 study (85-7) are three loan targets: small
industries, commercial and service enterprises, and organizations (cormunities,
cooparatives, SAIS, etc.). The crucial question to ask is what percentage of
the money thus far has gone to the last category. For support of the first

two, devoid of any other change in regional economic structure, serves the core
societies by strengthening the outposts of the world system. The poor in the
Sierra and Selva get some jobs and raise their welfare an increment, but it is
disingenuous to assert that this is the only or optimal way to improve the quality
of their Tlives.

Integrated Regional Development (#527-0178, 1978), described in CP_79-823, allo-
cates $6 million in an ameliorative effort to improve local and regional urban
p]anning and, through the Housing Bank, to provide capital ($5.5 million) for
subprojects approved by regional plans. The quality of the outcome and the
degree to which it forces Peru from a consumer-housing approach to a produce:-
housing approach will depend on the quality and social responsiblity of Tocal
authorities. Given the top down approach, the integral role played by a govern-
ment bank, and the absence of visible participatory mechanisms, there is no reason

to expect more than a marginal impact on the poor.

2. AID's Other Projects in Peru

POPULATION PLANNING AND HEALTH
Responsible Parenthood Medium and High Risk Mothers (#527-0145, 1976), is described
(
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in CP_76-257, CP 77-270, and FY 78 Budget Submission (93-99). It has been
followed by National Responsible Parenthood Program (#527-0160, 1978), described
in CP 78-274 and CP 79-827. Both should probably be tecrmed aweliorative with
conflictive potential. The earlier project sought to nrovide training to
Ministry of Health staff, contraceptives, education material and equipment,
and related services. The current project has a Tlarger mass media component. As one
element of an effective systems approach to poverty, AID shouid continue such
éfforts. In the current context Peru looks good by Latin American standards,.but
the economy as a whole is too geared to and controlled by the world-system to deal
with poverty to the degree necessary to destroy the perceived need to have children
as security and labor. AID might consider expanding these population efforts in a
more complete paramedic course geared to the needs of the rural poor the way the
Swiss have been doing in their model project in Puno (Reichmuth, 1977) since 1971.
The concept of health promoter seems the appropriate response to the needs of the
poor, given the elitism and social myopia of most of the established, urban-based,
medical hierarchy. The Chinese barefoot doctor is the best world-wide example.
ural Water Health Service (#527-0177, 1977) appeared magically in the CP 79 tabular
survey with no explanation; it is a $200,000 FY 78 allocation that appears amelior-

ative but couid be more.

EDUCATION AND HUMAN RESOURCE DEVELOPMENT

3ilingual Education (#527-0146, 1975), described in CP_76-259 and CP_77-273, has
allocated $636,000 to help develop and test instructional materials in Quechua,
for both children and adults. By creating written materials in Quechua and re-
training teachers through the new Bilingual Education Unit, the combination of
government and AID efforts would seem to have made one stride in overcoming the

cultural and practical obstacles to far better education for some of the Quechua
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poor. But one needs to know which Quechua dialect and what percentage of .the
whole does this represent. Whe *e and how competently were these studies done?
What ideological and normative bases underlie this cultural engineering?
Education Service Centers (#527-0148, 1977), described in CP 79-828, allocates
$1.59 mi]]ioﬁ in a contribution to the Peruvian Government's efforts to promote
fuller local participation in education by the creation in each of Peru's 803
school districts, of a service center that will expand the abilities of the
central school of the district to help upgrade the district's primary schools.
The cost of treating cach school separately makes this approach more appropriate
AID is to contribute to four such centers. Given the average ceﬁter cost of
$720,000 per center, this means $579 million for the whole country and thus
still a considerable outlay. This project has very positive potential but it
could easily be preempted by local townsmen dominated systems to the enhance-
ment of prevailing confidence mechanisms and the comparative disadvantage of
the poorest communities. It would be interesting to see how participatory the
decision-making and resource distribution of these centers is in practice.
Decentralizing Education P]anning.(#527-0158, 1976), described in CP_77-272 and
CP 78-275, allocates $957,000 to facilitate a process that seems inherently
participatory and therefore serving the conflictive development model. Educa-
tional planning functions should be decentralized as far as possible. A mild
criticism might be the degree (and therefore expense) of out of country training
Preschool Education for the Disadvantaged (#527-0161, 1978), described in CP 78-
276, QB_ZQ;829, and the FY 78 Budget Submission (76-86), is an ameliorative
program from the perspective of not addressing the conditions that create t':
next group of disadvantaged children. But from the vantage of those affected

it is highly participatory and beneficial. Money will be a key constraint on
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widespread use if and where volunteer's energies flag; perhaps such roles could
be institutionalized on a shared basis. Parent involvement is integral.to the
program's success. Could the Ministry of Education afford one specialist per
district to act as local catalyst to nrovide teacher and volunteer t}aining
and some modicum of quality control?

Rural Job Skills (#527-0165;1979), described in CP79-822 and the FY 78 Budgei
Submission (86-93), allocates $685,000 to add programmed instructional materials
to help SENATI, Peru's foremost job-iraining institution, te expand its activit-
ies from urban needs to rural and small industry reeds. Its an ameliorative
program with at best mixed blessings. Even if one posited that a little of the
training reached people whose intention had been to return to community orcani-
zations and strengthen them, its more likely after training they would go where
the money is. The preponderant effect of SENATI, even in this modification, is
to use nominally public money and foreign aid to train labor for private indus-
trial profit. Private industry thus avoids yet another production cost. It demon-
strates already its acceptance by paying the special tithe which now underwrites
much of SENATI's budget as a cheaper way to train workers than having the individ-

ual firm do it.

SELECTED DEVELOPMENT ACTIVITIES

Special Development Activities (#527-0061;1963), described briefly in each CP
(CP77-274, CP78-278, CP79-830), allocated about $50,000 a vear to small ($3,000-
$3,500 average) projects that provide the capital goods, financing, or other re-
sources that allow a community based economic activity to get off the ground in
a self-sustaining fashion. These are not special development activities, theyl
are what development activities supposed to be and what New Directions legislation

was intending. Limited descriptions do not make manifest in each case the parti-
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cipatory mechanisms; some of the projects may not be perfectly designed. But
could AID not do better than spend $5-10 million a year in this fashion instead
of $50,000. The Inter American Foundation has- certainly shown it that it can
be done.

Urban Reconstruction—Earthuake (#527-0055, 1972) has appeared for years with no
explanation. In FY 79 the 1ast million of the original $15 million of disaster
assistance is to be spent, presumably ameliorative in nature. This is one of
several project types where analysis of a collection of post project evaluations
would be particularly productive. A University of Indiana dissertation by Tony
0liver-Smith would be the starting point for research on this project's history.

Selected Development Training (#527-0173; 1979), described in CP79-824 and FY 79

Budget Submission (70-74), proposes a 3 year $495,000 outlay to bring 30 mid-

level Peruvian officials to the United States for degree and non-degree programs
in development planning, programming, and evaluation. Its an ameliorative
civilian version of the military training program with comparable ideological
goals. Its premise is that development in Peru is critically constrained "by

a lack of well-trained technicians, planners, administrators, economists, socio-

logists, and others versed in development planning (EY 79 Budget Submission, 71).

The premise is not true. The dominant philosophic position of the Bermudez
government is this second phase of the revolution has swung toward the ideological
right. Many talented, highly trained Peruvian professionals and technicians who
designed and instrumented the social reforms of the Velasco years have been
ousted. Some now work abroad. The Bermudez government wastes this pool of

humar, rescurces and many others who are similarly out of favor. This AID pro—‘
gram will have multiple implications hard to see. But the proposed content of
course designed to raise the status of the poor in national planning would be

worthy of teaching the entire development field. not just 30 Peruvians.
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3. AID and the New Directions Mandate: Some iixed and Sobering
Conclusions

There are other bilateral development activities including the PVO projects
and Food for Peace, but this survey of the 30 ﬁurrent AID projects in'Peru, in-
evitably flawed and incompleie that it is, merits some very mixed conclusions.
Aside from a few small projects in the education sectbr and the special Develop-
ment Activities, the only one of the 25 on which material was available that came
reasonably close to conforming to the New Direction's mandate is #527-0059 Sierra
Water and Land Use. In its design were a clear recognition of conflicts that
would be met and clearly participatory institutions which would appear to work
toward fulfilling the mandate. It is obvious from this project that AID designers
are capable of creating conflictive participatory projects in agricultural develaf
ment.

What is also apparent is that a good number of the other projects contain an
appropriate development target and some of the proper design elements. With rela-
tively Tittle more analytic and design effort new components could be added so
that the project as a whole meets’ the process criteria properly set forth by the
Development Group for Alternative Policies as the core of the participétory devel-
opment New Directions calls for.

But one finds in contrast that four major projects, comprising more that half
of the proposed $17.2 million in FY 79 expenditures, are devoted to an alternative
and contradictory development model embodied in agribusiness. Such support demon-
strates not simp]y‘a clearly inappropriate intellectual hold of multinational cor-
poration ideology on AID development designers but also a basic misappreciation of
how confidence-mechanisms and unequal exchange, combined with the noncompetitive
nature of agribusiness in the Peruvian countryside, work actively to continue the

relative impoverishment of the poor majority.
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In sum one must conclude from the examination of this AID program at least
three sobering thes s. Since the initial articulation of New Directions aid
legislation five years ago Congress has failed to communicate what is meant to
AID. AID in turn has, with exceptions, largely failed to internalize .and make
operationa]’the_normative and substantive core of the New Directions mandate. In
turn the Congressional oversight committees, particularly the authorizing committees
which have more than minimal hunan resources, have consistently failed to understand
the development process and the operational meaning of the legislation and therefore
to communicate further correciive advice of a coherent nature. The proposed re-
structuring of AID does not come to grips with these issues in more than rhetorical
fashion so that the Agency must iiself look Tor new participatory self-learning

processes of a higher quality. Tt has. I beiieve, the human potential to do so.

E. The World Bank Development Activitiec in Peru

1. The World Bank within the World System

The World Bank has been in the international development business for more than
30 years. As of mid 1977 its cumulative lending had surpassed $50 billion and in-
volved 116 countries. It has produced thousands of project, sector and country re-
ports, a good number of which have become public. It has also produced directly
for public consumption dozens of books and pumphlets, more than 270 working papers,
and myriad articles in professional journals. To my knowledge, however, there have
been Tess than 10 books and articles in the last few years that could reasonably
be considered to be a beginning of an independent analysis of what the World Bank
actually does.

This is an amazing situation. It can only partly be excused by the self-serv-

ing secrecy which surrounds much Bank activity. The Bank inspires an aura of

elitist technical excellence which few persons inside the institution or out have
the skill, incentive, and political courage to criticize and deflate. Mahbub ul

Haq, Director of Policy Planning in the Bank, published The Poverty Curtain in
1
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1976 and is one of the few exceptions. He demolished the bank's export-led
growth model for the Third Vorld and offered coherent elements of an alternative.
As a "whistleblower",he continues to find his career %n jeopardy. For most view-
ers and participants, however, the Bank remains as apolitical avenue for helping
the poor, preferable to the less skilled and more politicized AID bureaucracy.
The initial problem with this thesis is that there has not been any credible em-
pirical demonstration of its validity. Beyond the May 1975 study by Development
Alternatives (of Washington), no institution in the development arena has provided
the kind and depth of project evaluation that could begin to construct any such
thesis; this is yet another reason why the Morld Bank escapes scrutiny. Evalua-
tion is a basically underdeveloped art. Comparative study of bureaucratic behav-
iour, Tendler (1975) for example, is equally in its infancy.

In sum AID's development designers have not been well served by Washington
or academic analysts. The World Bank has been itself espousing a quasi - New
Directions dcvelopment philosophy since the fall of 1973. Has it discovered and
implemented techniques, approaches, processes, or conceptual paradigms more effec-
tive for participatory development than AID? If not, how does one account for sucl
a failure given its greater resources and its supposed protection from external
political and economic interests? These questions are beyond the scope of this
paper. But since late 1973 the lorld Bank has begun 8 new projects in Peru. Are
they part of the problem? Or are they of the solution to reaching and helping the
majority help themselves? A coherent system's analysis of AID's potential rela-
tionship with Peru in the 1980's needs to include such an inquiry. |

Some historical preamble is required. The World Bank has traditionally fi-
nanced large scale capital intensive projects within a production-oriented techno-
cratic development strategy. Their basic focus was on infrastructure facilities.

What roles in the world-system does the Bank fill by such a development philosophy
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and strategy? The Bank is controlled by countries constituting the core of the
world system. Private interests in these countries want to expand investment,
access to raw materials, and trade opportunities; all of these activities, as out-
Tined in Part 11 C and E, are designed to transer wealth from the periphery to the
core via multiple overt and covert mechanisms which this essay has subsumed as
unequal exchange.

"Until at least the early 1970's the HWorld Sank filled a minimum of five speci-
ficvroles in assisting this process. Its project, sector and country reports con-
tributed much to the larger intellectual environment of Third YWorld government
officials concerned with development; at the heart of each analyses was unending
pressure to follow an open export-led development model. World Bank projects were
designed and did provide infrastructure facilities that remove basic impediments to
profitable private investments. Projects supported capital intensive produce basic
means of productibn in a society. Project financing was designed to maximize pro-
fits of multinational corporate suppliers and to facilitate private international
bank penetration of Third World economics. Finally projects in the last decade have
been desiyned in agricultural and urbanization programs that would diminish mass
discontent that could be transformed into revolutionary politics.

This analysis will strike some readers an unduly pejorative and one-sided.
Some poor people were indubitably aided by the expenditure of $50 billion in 32 year
Most World Bank economists do not undertake systems analysis. World Bank analysts
evidence a sincere belief that their activities are an optimal way to facilitate
development of the poor. Belief is not, however, empirical evidence. Various
studies, including those of the Bank itself, chronicled a growing gap between soci-
eties at the core and the periphery. In 1973 Ban. president Robert McNamara arti-
culated a new policy. Trickle down development was not reaching the mass of poor

people, and the Bank, as the preface of recent annual reports states, would place

-127-


http:activiti.es

"greatly increased emphasis on investments which can directly affect the well-being
of the masses of poor people of developing countri2s by making them more productive
and by including them as active participants in the development process." The
question for AID analysts is whether Bank projects are in fact doing this in a way |
consistent with the operatioral definition outlined in Part IV A or in any other
way that can demonstrate logicil and empirical validity.

The years 1973 to 1977 mark a particular period because the rhetoric of Bank
president Robert McKNamara made a striking advance in his September 1977 speech at
thé annual meeting. McNamara moved beyond technocracy to argue one element of
what is central to a world-system analysis: the present political system is part
of the problem. While still opting for growth and equity he noted a key obstacle:
“The problem is that doing this requires changes in both developed and developing
countries which may cut across the personal interests of a privileged minority
who are more affluent and more politically influential." He then called for the
redesign of public service and job allocations, some of the processes described in
this essay as confidence mechanisms. It is too soon to say whether or how this
policy statement will become operational reality. But it does constitute an intel-
lectual change that merits notice. A study of the World Bank's ability to internaliz
its 1973 policy changes over the last four years will indicate a great deal about
its ability to make operational in the future the policy implications of McNamara's
1977 address.

Using as primary data the twin documents, project report and president report,
upon which the Executive Directors rely, one can'ana1yze in general, albeit not
quantitative, terms how well any group of projects (e.g. the 8 in Peru, c.f. Table
10) meets thez operational criteria of the conflictive or participatory development
model: 1) participatory mechanisms involving significant numbers of recipients;

2) functional linkages - not confidence mechanisms; 3) socio-cultural and environ-
mental feasibility; 4) potential for self-reliance; 5) potential for self-sustain-
ment; 6) promotion of self-learning; 7) avoidance of economic dislocation; 8) avoid-
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ahcé of skewed allocation of benefits; 9) avoidance of negative power imbalancing

through the method of resource channeling.
What is immediately apparent about lWorld Bank proﬁect designs and these cri-
teria is their basic absence of relationship. The design of project réports
appears to follow a ritual outline of numbered sequences of generic topics. Author:
fi11 in the appropriate technical and statistical data with little creativity
required. The result is that most of the data necessary to design and implement
a participatory project is not even collected. One finds raw data but no conzept
of the social matrix. Poverty is just there. Governments and other actors are
presumed to be working in harmony to eliminate it. Project goals are stated but
the process of implementation ic never sketched in enough detail to see real people
reacting, preserving turf or advantage, seeing how they can gain, or otherwise us-
ing the process for personal advantage. The antihistorical and unrealistic nature
of such a paradigm has been sketched already. Here it is relevant just to conclude
that if the World Bank leadership had any intention of implementing the rhetorical
quasi-New Divections policy announced in September 1973, they have not taken the
most elementary step to redesign mode]1 project and country reports so that data
necessary for such policy would be collected and articulated in a useful fashion.
Another elementary consideration in participatory development is the one of
size. Can a large project beyond a particular size in the $5-10 million range
simply because of the size, inherently be very participatory? Can reliance on a
massive infusion of external capital promote the habits and discipline necessary
for self-sustained growth? Can a staff under ever greater management pressure to
push money through the system and meet target quotas be expected to judge very
wisely the appropriate capital intensiveness of the various project inputs? Be-
cause these are not new questions does not mean that they are being addressed in

a way that would contribute to empirically valid answers. In sum,the World Bank
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has traditionally funded large projects but that does not per se make large a:
functional size of development activity to enlist the energies of very poor people.
In Peru the World Bank has not escaped these potential contradictions as this brief

analysis of current projects will demonstrate.

The ¥World Bank's portfolio in Peru includes these eight projects begun between

the fall of 1973 and the fall of 1977:

TABLE 10

TYPE DATE OF APPROVAL AMOUNT
Education November 13, 1973 $ 24,000,000
Highways April 23, 1974 26,000,000
Highways December 30, 1975 76,500,000
Electric Power V March 2, 1976 36,000,000
Mining - Centromin June 3, 1976 40,000,000
Sites and Services : June 8, 1976 21,600,000
Development Finance December 28, 1976 35,000,000

Companies

Agriculture - Irrigation April 12, 1977 25,000,000

$284,100,000

Peru-First Education Project ($24 million; November 12, 1973) provided additional

reources to assist in the implementation of major educational reforms that made
healthy strides in the early 1970's. IBRD's project proposed financing 33 new
lower secondary schools including 10 with primary school facilities, 16 new upper
secondary schools, 8b fellowships, and an additional 17 person years of specialis-
services in planning, curriculum development,teacher training, and related needs.
One is immediately siruck by the scale of the endeavor. The 49 proposed schools
will create 32,500 new school places at a total cost of $40 million. That means
$1230.77 per student; in 1971 there were 2,994,500 students in the system, ex-

cluding preschool and university or post-secondary. Pursuing this levei of de-
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velopment for the 1971 student load would require a $3.686 billion investment;
for 1980 a projected 4.26 million students would imply an outlay $5.243 billion.
Granted that money will have to be invested in education and that not all schools
must be rebuilt, it is still a disproportionate project. Further this capital-
intensive top aown exercise is incongruent with otner elements of Peru's coherent
educational reform.

With priority emphasis on community participation, it has been possibie in
Peru to mobilize the communities of a region to build their own school wi®h a
maximum use of voluntary labor. In fact, as one of my critics commented, AID
carried out such a school-to-school aid program in the Belaunde years. In con-
trast the Bank-funded schools are allocated as political patronage and use many
non-local labor and material imputs. The Bank's utter myopia of the implications
of Lima's domination of local schools is part of its overall naiveté that the
educational establishment that created and sustains the present inequities will
not coopt the étructural educational reforms and new schools. The decentralization
and "school nuclei" concepts are excellent in theory, but there appear to be no
representative lccal school boa;ds to ensure they work in a socially optimal way.
The Bank report also fails to comment on the political role of teachers and how
such activity has encouraged the government to break up parent-teacher links to
demobilize effective political participation. System-analysis raises many further
questions, but until Peru faces more forthrightly the question of education for
what, the results can at best be ameliorative.

sru - Sixth Road Project (26 million, April 23, 1974) and Peru - Lima - Anazon

Amazon Transport Corridor ($76.5 million, December 30, 1975) both improve east-

west roads that are integral to Coastal-Selva trade. They are straightforward
technocratic projects, analyzed as they might have been twenty years prior save for

the painfully earned appreciation of the technical difficulties of building roads
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roads, and interregional trade will increase. As hqs been noted, however a
road is not a neutral input into a highly skewed ecénomic system. Those with
disproportionate resources to use such an input will gain disproportionate
benefit from its existence. Equaily missing from either project analysis was
any consideration of how land or tax values would shift and whether affected
societies would be prepared through participatory institutions to deal with the
hu]tip]e potential dislocations and benefits in a socially responsible fashion.

Peru-Fifth Power Project ($36 million, March 2, 1976) consists of "the 1975-1978

expansion program of Electrolima's transmission and distribetion systems and
technical assistance to, and training for, the State entities in the power sector.”
Justification of the project is based in part on the expansion of service to cus-

tomers in the pueblos jovenes; their number was projected to rije from 55,000

customers in 1974 to 220,000 in 1979. thile this service does not reach the
poorest inner city slums, it does mean that barriada residents will gain incre-
mentally in terms of percentage of total customers (but not in terms of percent-
age of total power usage apparently). The YWorld Bank analysts curiously did not.
provide the data to answer the real question - what percentage of total usage

does go to the poor? But one can approximate from some of its figures that it

is 3 to 5%. Thus the single miniscule social justification of this project has
littie merit, and the project demonstrates with pristine clarity the advance of
the world-system in general and the ever-increasing primacy of Lima in particular.

Peru-Centromin Expansion Project ($40 million, June 3, 1976) was desigred to con-

tribute to the growth of one of the four large-scale mining companies that pro-
duce 65% of the Peruvian mining output. The value of this form of technocratic
activity, as has been noted in Parts II D and E, cannot be assessed intelligent-

ly within a narrow framewnrk of economic risks and returns. One could parenthe-
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tically note that the major risks the Bank feared in 1976 are all highly visible
in the early months of 1978: an extended period of low metal prices, signifi-
cant production losses due to protracted strikes, and & continuing high rate of
inflation. The larger merit of export-led growth rests on its creation of capi-
tal that cou]& be invested in a participatory development model that could create
citizens able to be optimally productive and sharing equitably in the results.
But if a society instead spends the export revenue on high government salaries,
military arms, iuxury imports and services, and more capital intensive export-
led industry, the export-led growth model fails in its supposed purpose. Peru

is an average case in point. The causes, results, and responsibilities are more
clear cut in the extreme case of Zaire which I have analyzed in "Policy Making and
Historic Process: Zaire's Permanent Development Crisis", to appear in the April

197¢ African Studies Review. Here it is enough to say that the Centromin pro-

ject is contradictory to participatory cconomic developmert.

Peru-Yrban Sites and Services ($21.6 million, Jdunc 8, 1976) will provide infrastruc-

ture, productive investments and technical assistance through the state owned,
semi-autcnomous Banco de la Vivienda del Peru (BVP). Sub loans will go to pueblo
jovenes and to individual residents therein. As discussed in Part III D, this is
a project form with both ameliorative and participatory elements. From a system's
analysis perspective the project is one of defensive modernization, faciiitating
the preiafarianization of potential consumers and Tow wage producers without re-
dressing the overall economic strategy which creates such numbers of unemployed
and underemployed. From the participatory perspective, however, this project
shows that at ieast thatsome part of the Bank's Urban Projects Departmént recog-
nizes some core elements of participatory development. The per capital outlay
for water and sewer connections looks reasonably appropriate. A 1974 BVP pro-

gram with external aid had produced dwelling units at $7,400 each. For this
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project the Bank (P-1857-PE:15) argued these figures:

Under the supervised credit component of the project the cost per
household plot, (i.e. with water, electricity, sewerage, and access
roads) and a simple core dwelling unit will amount to about $1,400,
which could be obtained by the beneficiary with a down payment of
about $140 and a monthly payment of $14, which is affordable by the
lowest 20th percentile in the income distribution curve.

It is hard to see how it could be done on a more reasonable scale, yet it im-

probable that the bottom 20% could afford such housing. The Bank reporis do not

investigate the nature of the linkages between the BYP and specific pueblos jovene
§o one does not know how the benefits could be skewed at the local level. With
more coherent data collection and design elements the project could meet several
more participatory criteria, although not escape the overall confidence mechanism
government approach to urbanization.

deru-Industrial Credit Project to COFIDE ($35 million, December 28, 1976) is intend-

ed to reduce balance of paynents constraints and provide, through the auspices of
one of the two Tong-term financing banks, resources for 35-50 subloans throughout
this industrial sector. The loans are on average too large to be offered to small
businesses. Bank analysis basigally distorts the degree of substantive a- opposed
to rhetorical change in the industrial sector. Positive support of Peru's indus-
trial reforms is implied; but the Rank specifically reserved the right to review
all subprojects to Social Property enterprises. Clearly the Bank thereby helped
to prevent the development of a Social Property sector, and retains such power
were the Peruvian government again inclined to try to advance its application.
COFIDE's initial lending pattern (1971-1376) shows a total exposure of 30.6 bil-
Tion soles, just over half to state enterprises. Given the industrial preferences
of public and private industry, analyzed in II O and III D, this project has |
little relationship to New Directions development activity.

eru-Irrigation Rehabilitation Project ($35 mitlion, April 12, 1977) involves six
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coastal valleys, three near Lima and three near Arequipa, .ad consists of .the
reclamation of 19,000 hectares of saline land, building or rebuilding irrigation
systems on an additional 14,000 hectares, and improving inadequate jrrigation
facilities throughout the six valleys. Some 4,000 families are to settle the
"new" land and 13,200 more are to receive at least some benefit. The project
report provided a variety of statistics but no estimate of the investment per
hectare,normally a fundamental of any land development project (why?). A more
straightforwafa technocratic project is hard to imagine. Food is produced,
largely for Lima. The total population of the six valleys, about 242,000, re-
ceived a per capital investment of $165.29, in which perhaps 25 to 35% will
share directly. This may not be an inappropriate investment scale given the
potential return; but few other sites in Peru would be so productive. The
social context of production and, the issues of effective linkage and partici-
pation are ungddresses as indeed are all of the participatory criteria. Hypo-
thesizing theoretical production gains per hectare is not the same thing. One

needs to know as well what went wrong to have caused the irrigation network to

have deteriorated the last time; could it do so again?

3. The Self-Evident Bank Strateqy

These eight projects comprise the World Bank activities iniated in Peru since
the initial quasi-New Directions rhetoric of Robert McNamara in September, 1973.
These projects show with great clarity that the World Bank's strategy for Peru is
not participatory development but the perpetuation and strengthening of the world-
system. In each project report through the most recent the strategy is stated iq
the same unambivalent terms.

The main objectives of Bank lending to Peru have been to aid in

(a) the greation of a physical and social infrastructure capable
of sustaining and fostering the evolution of the nation's pro-
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ductive capacity; (b) the expansion of productive capacity in

crucial sectors; and {c) the consolidation of structural and

institutional changes now under way, particularly land and

educational reforms.

"Crucial sector" are clearly the export led, cabita] intensive ones. ‘The World
Bank's performance in Peru, in sum, speaks for itself. Whether it is typical
of its world wide effort would take more investigation.

The lending activities of the Interamerican Development Bank are similar in
nature to those of the World Bank. IDB makes no pretensions of other than a tech-
nocratic strategy, and its recent project titles are self-explanatory: Cuzco
Regional Electric Power ($32.3 miliion), Olmos-Corral Quemado Highway ($37.6 mil-
lion), Preinvestment Program for COFIDE ($10 million), Centromin Expansion ($33.4
million), and Agricultural Credit to the Agrarian Bank ($30 million).

It woulc appear that, while AID development designers can benefit from the
- quantitative data collected by the multilateral agencies, those with the Tegisla-
tive mandate to help the world's poor majority must look elsewhere for the methodo-
logical or analytical tools to Tearn about history, economics or cross-cultural
studies and to translate that learning into operational terms. It is an anomalous
situation which should concern the entire international development arena. Why
after 32 years is there still no recognized institution or individual offering
regular substantive criticism of IMF, IBRD, IDB, ADB, UNDP etcetera activities?

Why does conventional wisdom accept the anti-historical premise that any institution

can or will effectively monitor itself?

V. A Concluding Summary and Look Ahead

This study has demonstrated that the analytical and operational responsibili-
ties of AID's Bureau of Latin America to meet the Congressional New Directions
mandate of participatory development canlnot be fulfilled with the conventional

collection of normative assumptions and analytical tools, a collection termed
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"developmentalism." Indeed the normative basis of developmentalism has been
shown to be antithetical to the welfare of the majority of poor people, precise-
ly the group AID is bound to try to assist. To oppose this school of. thought,

I have posed a.paradigm called the world-system and a method of analysis broadly
defined as systems-analysis. From this approach there logically develops three
basic categories of international development activities. In Griffin's (1976)
terms they are ameliorative, technocratic, and conflictive. Conflictive activi-
ties involve the participatory processes which are integral to an activity which
will have significant and 1ast1ng postive benefit for the poor. To begin the
study of measuring the impact of specific projects nine criteria were advanced;
AID and IBRD projects in Peru were qna]yzed to demonstrate the operational use of
the approach and how specific projects should be modified tc meet the legislative
mandate and the needs of the poor in an optimal way.

Systems analysis thus argues explicitly for the interrelationship of poli-
tical, economic, and social processes over both time and space. It posits that
the economic processes are the core determinant, doubly so for ana]ysfs who are
desirous of affecting economic change. Thus the conditioning and organizational
impact of nation-states and cultural communities are in such an analysis subsi-
diary to the way people structure their economic relations. The term most con-
venient for this concept is mode of production. This term becomes particularly
useful in, indeed is indispensable without, an historical framework. By seeing
that in times past people fit into economic activities in different ways and made
different normative assumptions about the good, the possible,and the just, it be-
comes far easier to escape the ideological content of current conventional economics.

Of equal importance, by adopting an historical framework of this nature, one

becomes conscious of the implications of the uneven historical development of the
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world-system. From this research Amin and others have developed the concepts of
core and periphery, examined the disparities in productive structures that evolved
in each, and begun the theoretical reformulation of the nature of trade between
societies at vastly different stages of modernization. In this essay I have ex-
panded their uée of the concept of unequal exchange to embrace not just inter-
national but subnational trade exhibiting such a basic nature. Without this
analytic dimension one will gravely distort many of the implications of spatial

or regional development. This paper, for example, could have demonstrated far
more thoroughly the multiple effects of Lima's primacy in skewing the allocation
of investment and productive rewards.

The confidence mechanism is an additional analytical tool that I deem basic
to understanding how an existing economic system preserves its current distribuy-
tion or wealth and power, and coopts for elite use the efforts of external forces
to alter the system. Con-mechs, as the originator Charles Elliott (1975) abbreviated
it, work to insure the individual's participation in the system as producer and
consumer by raising one's expectations of reward to heights which appear conceiv-
able but which, for most participénts,are inherently unobtainable. By carefully
scaling the contests so that at least some reach the pinnacle or some intermediate
and desirable goal, most people are encouraged to try to compete with the assump-
tion that by Tuck and hard work they will prevail. Some do. Meanwhile the
system's accumulators gain far more by the participation of the mass. But as a
system for dealing with the welfare of the poor majority that New Diractions man-
dates, conning the people should be avoided.

‘With the world-system paradigm and the analytical tools of unequal exchange
and confidence mechanism, it becomes not unduly complex to organize the economic,

historical, cultural, political, and ecological data useful for the design of
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participatory deve]dpment activities. One begins first with surface data and then
searches for the underlying normative values and historic processes at work which
allow some people to accumulate relative wealth and mafntain most peop]e in re-
lative poverty. One needs first the ecological givens, the forms of productive
actizity, and th the wealth has to this point been distributed. Next it is ne-
cessary to discover how the system came to its present structure and who the
guiding forces or accumulators have been. This leads to an inquiry of the nature
of and potential conflicts among the current accumulators, which in turn leads to
en investigation of their publicly cxpressed philosophy in contrast to their opera-
tional behaviour. Conventional analysis of Peru seems to this author to overstate
the operational impact of revolutionary rhetoric on the 1lives of the poor. Com-
pared to the rest of Latin America, several significant strides were taken, but
that should not lead to euphoria over the corporatist, anti-participatory operational
‘phi]osophy still predominant despite visible counter-efforts.

In a usual development assistance paper, less attention is customarily allo-
cated to the current macroeconomic scene. Peru's current crisis, however, severely
inhibits its potential for positivé development activities. Peru's macroeconomic
situation is an illuminating example of the multiple fallacies of the export-led
growth model. The empirical evidence leads ineluctably to admittedly provocative
conclusions. Peru is not suffering a short term debt crisis from low commodity
prices that can be solved by one or two internatioral bank loans 1ike the proposed
$260 million package. Peru is instead in a long-term structural crisis due to its
role in the world-system and a resulting development model basically inappropriate
for meeting the elementary job and social service needs of the society. The IMF,
the IBRD,and the international banks did much to create the short-term elements of
crisis and remain fundamentally part of the long-term problem. Peru is now being

led and dragged toward civil war and/or a likely outcome in the post-1973 Chilean
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mold. An escalated deprivation of economic and political rights can be envisaged
which contravenes the core ideals of U.S. foreign policy as advanced by President
Carter and Secretary Vance. American acceptance of IMF analysis and prescriptions
demands reevaluation and possible rejection.

While AID must take part in such a reconsideration, it must also look beyond
it to attempt creation of a more effective and participatory aid program for Peru
in the 1980's. To further that end, a critique of the FY 79 aid strategy and
projects was designed (c.f. Part IV). This analysis produced conflicting results.
Designers of a few projects seemed to know how to meet some or most of the criteria
of the participatory or conflictive development model New Directions mandates; some
other projects could be distinctly improved by additional design components which
could easily be included in their over-all design. In other cases, however, the
designers were clearly following the passé technocratic developnent model and sup-
porting international agribusiness whose capacity for monopoly, unequal exchange
and confidence mechanisms works consistently to the disadvantage of most, albeit
not all, of the rural poor; these projects, occupying more than half of FY 79 outlays,
are not in keeping with the 1egis1étive mandate of New Directions.

To the extent that AID can internalize the kinds of participatory criteria ad-
vanced in this essay and simultaneously come to grips with the implications that
the world-system is the problem and at best, only partially the solution, there is
reasonable hope that AID can meet the severe challenges of international development
activities in Peru in the 1980's. There are, however, complex analytical, metho-
dological, and operational problems to be overcome. It would be presumptuous and
inappropriate, without on site discussions with the project participants, the
sketch more specific programmatic possibi]itiés. Too much ultimately depends on
the participants and on the nature and quality of intermediate institutions and

officials. AID officials have often remarked on how foreign project designers
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overestimate the capacities of recipients; this is yet aﬁother reason for
participatory dimensions at every stage of the process. It is less presumptuous,
however, to suggest where this analysis and the remainder of the literature need
significant additional research.

I would note at least five such areas. There is too little known about the
peasanfs:perception of money and barter and how commercialization affects the
psycho-socia] dimensions of change. Contemplate the issues raised by Brush (1977)
and Taussig (1977); additionally we need to know what will happen in the Sierra when
certain levels of barter relationships are destroyed by commercial processes which
- cannot profitably replace them? There is, in the second place, too little known
about the impact of pyscho]ogiéa] modernization; the works of Adda Bozeman and
Manfred Halpern are particularly exciting, and the latter's forthcoming Dialectics

of Transformation in Politics, Personality and History should be read by Latin

Americanists as well as Africanists. Looking briefly at the thousand pages of

P.T. Baker and M.A. Little eds. (1976) Man in the Andes: A Multidisciplinary

Study of High - Altitude Quechua, .it is apparent how 1little the international devel-

opment community incorporates the medical dimensions of ecology into multi-discipli-
nary analysis. There is a manifest need, fourthly, of ecological, socio-economic,
and sociocultural impact studies in every project, studies which do not substitute
statistics in lieu of the analysis of processes over time. Finally Tendler's (1975)
work clearly shows that the study of the inner normative reality of the donor
bureaucracy has vast'and vastly underappreciated implications on the creation and
implementation of participatory development activities.

Despite the crisis in Peru, the fundamental flaws in its development mode],'
and severe shortcomings in AID's understanding of its historic role and legislative
obligations, I do not conclude that AID or bilateral assistance should have no

role in Peru in the coming decade. There are epparent both in Pery ~»d =
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Washington a number of people normatively inclined to and intellectually capable
of wo.king at the cracks and crevasses in the world system to ‘ransform it into

a more humanistic and socially responsible system. Cooperating with §uch people,
comparable officials in AID can begin the define and spread a shared vision of a
more just and sﬁstainab]e world order that can become th; human goal for the year
2000 or 2025. The initial work of the Princeton-based World Order Model's Project
would be a good point of departure. Having begun this essay in a spirit of
idealism and having written it in that spirit, I feel free to end it in the same
vein. We must reach for a deeper and more humane meaning of modernization, not
as the production of ever greater quantities of material goods, but, as Halpern
(1976:11) put it recently, "the persistent capability to create the fundamentally
new in all human relationships -- persistently, so that relationships may nove

toward compassion, justice, beauty, and truth."
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A Note on Sources

What follows is by no means an exhaustive bib]ioéraphy of recent.material
on Peru in English. It avoids certain realms of political science and legal.
literature for instance. It is instead designed to include the valuable and
representative works appropriate for contemporary Peruvian studies and addi-
tionally some of the premier discussions of the application of systems analysis
to‘development. Its greatest weakness is, of course, the absence of Spanish
language material which was not accessible to the author, trained as an Asianist
and Africanist. Surveys of many bibliographies and discussions with specialists
led to the conclusion that, given the comparatively enormous number of authors
writing in English and the not insignificant quantity of translations. this
level and kind of analysis would not be irreparably damaged; the absence of many
sources of Peruvian authors did diminish elements of the cultural and psycholo-
gical analysis, howeyer, and I would not extend the working hypothesis to less
extensively studied Latin American countries. Those readers who wish to pursue

Spanish language material should know that the Andean Report promises that a

1500 item bibiography on the Peruvian Revolution will appear sometime in early
1978.
It is also proper to note several forthcoming items which will be of.interest:

IBRD Current Economic Postion and Prospects in Peru (1978) is scheduled to be

rushed into a public edition this year.

Rosemary Tharp and Geoffrey Bertram The Peruvian Economy 1890-1976, Columbia

University Press, 1978 forthcoming.

Peter S. Cleves and Martin J. Scurrah, Agriculture, Bureaucracy and Social

Class: Reform in Peru Under Military Rule,-forthcoming.
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Alfred Stepan, The State and Society: Peru in Comparative Perspective,

Princeton University Press, spring 1978.

No such 1listing is ever complete, and one can look for the publication of
revised dissertations by DeWind and McClintock and doubtliess several others.

What this author was able to find and use in the brief period possible foilows.
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