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Agrerian Reform, Agriculturel Planning and

Eoconomic Development in. Paru
by John F. Timmona*

PART ONE: INTRODUCTION

Experiences and acocomplishments of the
lowa Universities in providing technical
assistance to Paru over a sixteen-year
period, 1961-1977, are presented in this
Report. These experiences include failures
and frustrations as well as successes and
achievements associated with techniml
assistance efforts during the period.
Throughout this period, the Iowa Universities
viewed their mission in terms of assisting
Peru to pursue its goals of economic and
socil development with means acceptahble to
Peruvians. Ostensibly, this view represented
the underlying philosophy of United States
assistance programs to less deveoped
nations, even though this phiceoplly has
often becorne bent and occasionally broken by
sdf-interests of both donor and recipient
nations.

The period of the 1960's embraced turbu-
lance within Peru culminating in two miitery
ooups in 1962 and in 1968. It also induded
strained relationships between Feru and the
United States particularly in 1968 and in
1969 when Peru nationalired certain busines-
ses in which U.S. companies had interests, as
Peru endeavored to determine its national
identity and to strengthen its national
economy. Certain sanctions mandated by the
Hickenlooper Amendment were invoked by the
United States during this period resulting in
severdy strained relations between the two
nations.

Although the lowa Urniversities had no
direct invalvement in these devdopments, the
technical assistance efforts  occaasionally

*Director of lowa-Peru ngra:r Profes-
sor of Eoonomics and Clamles . Curtiss
Distinguished Professor in Agriculture, Iowa
State University.

were adversdy affected. Despite these exo-
geneous events, over which the Universities
had no contrd, technical assistance efforts
went forward with a minimum of interferences
except for reativdy short periods of time.
Philosophically, the Universiy staff in Peru
and in Ames and Iowa City accepted these
developments as part of the process of change
characterizing the development of Peru.

Furthermore, the University staff viewed
technical assistance under the oontracts
basically in terms of education, with empha-
sis on knowledge () needed by Peruvians in
serving their country and (2) within the
abilities of the Iowa staff to provide.

During the sixteen-year technical
assistance period, 44 young Peruvians receiv-
ed training at the Master’s and Ph.D. levels
in the U.S. and third countries; 19 Peruvians
received short-term training outside Peru in
subjects dosdy related to their positions.
Hundreds of Peruvians received on-the-job
training while working on their jobs in
Peru,

Numerous research projects and studies
were carried out on problems of mational and
regional concern with full Peruvian partic-
pation. These studies have been published
inside and outside Peru. In addition, numer-
ous policy memoranda were prepared for policy
discussions and troining activities.

The extensive training that took place
under the Progrsm leaves Peru the precous
legeey of many Peruvisns professionally
qualified in the latest methods and theories
of economics, statistics and rdlated areas as
wel as numerous publimtions containing
research methods and results applied to Peru-
vian prohlems.

As President Fernando Belaunde-Terry
plans and implements development, these pro-
fessionals and their studies will continue to



constitute essentinl ingredients in Peru's
continuing efforts toward econamic and social
deveopment.

Purposes of Repart

Tvio major purposes motivate the prepara-
tion of this report. First, the University
is obligated contractually to provide USAID a
final report an activities carried out under
the contracts. Second, this report attempts
to record snd to share experiences gained by
the Towa Universities staff, with schdlars
and :dministrators in other educational
institutions, with administrators of national
and international agencies, with state and
federal legidlatures and with interested
citizens for their use in making future tech-
nical assistance efforts more effective.

Contractual Obligations

In fulfilling the oontractual reporting
obligation, it appeared desirable to indude
in this report the entire range of activities
‘under four contracts for the entire sixteen-
year period of continuing effort in Peru even
though numerous reports previously were sub-
mitted under the four contracts constituting
the Peru Program of the Iowa Universities.

Through bringing together results of the
four contracts under which the Iowa Mission
to Peru functioned, the flow and uniiy of the
Iowa-Peru Program can be better understood
and more fully reparted. Also, this approach
is important in serving the second objective
of sharing the Iowa experiences with other
entiies and people interested in interna-
tional assistance and technical cooperation.

Sharing Experiences

Buring the 1970s, U.S. technical devd-
opmental assistance to less-developed nations
gradually diminished both in terms o a
national commitment and in terms of assist-
ance measured as a proportion of aur gross
national product. Increasing concern over
domestic problems and disilusionment with

results of earlier technical assistance
efforts have no doubt helped to induce U.S.
reductions in both interest regarding and
contributions toward developmental assistance
to foreign countries. Another factor in this
dedining interest is the fact that foreign
aid has no strong and effective lobby capable
of competing with other lobbies.

Declining interest in fordgn develop-
mental assistance is reflected in the reduc-
tion of United States professionals who are
interested in international development. Dr.
Cliffard R. Wharton, Jr. reaches the condu-~
sion that "The fact of the matter is that the
number of U.S. agriculturalists who are
interested in international development has
been dedining alaritingly. On the one hand,
mid-career professionels have moved uit of
the area into domestic agricultural programs.
On the other, relotivey few younger profes-
sionals are entering or even wonsidering the
field to begin with."1

Acoording to the Cammittee on Institu-
tional Cooperation "The continuing struggle
in Congress over approprigtions for foreign
aid, the sudden shifts in emphasis within the
program, the many rexrgpnizations of the
administering government agency, and the
stort term in office of the foreign admini-
strators have combined to foster a widespread
loss of confidence in the permane of the
U.S. technical assistance programs."

Despite the many shortcomings exhibited
in U.S. foreign aid experiences, pressing
challenges exist to which the U.S. must
respond <ffectivdy. Otherwise, the U.S.
wil abdicate important world leacdership
responsibilities and opportunities.

During the 1980s, and the earlier the
better, the U.S. must reconsider it3 respoi-
sibilites to iess developed countries

IClifford R. Wharton, Jr., "Tomorrow's
Development Professionals: Where Wil They
Cane Fran?" International Banquet Address,
American Agricultural Economics Association
Anmual Meeting, Urbana, Mindis, July 26,
1980, p. 2.

ZCommittee on Institutional Coopera-
tion, "Building Institutions to Serve Agri-
culture." Lafayette, Indiara, 1968, p. 209.



(LDCs). At present, the technieal assistance
needs of these countries are serious and
expanding. A dearcut response is urgently
needed by the LDCs from the United States,
the country that possesses the technology and
the knowledge best able to fulfill thejr
necds.

Also, the U.S., thmugh #s universi-
ties, foundations and other entities, posses-
ses a rich reservair of experiences gleaned
from working in the LDCs during the 1950s,
1960s and 1970s. These experiences largely
remain to be analyzed for the identification
and selection of future approaches to extend-
ing developmental assistance to other coun-
tries in the most effective manrer.

The lowa Universities' technical assist-
ance to Peru represents one of these experi-
ences. This report endeavors to contribute
to the continuing process of examining United
States experiences—the acoomplishments, the
frustrations and the satisfactions—as essen-
tial dements in planning for the future.

Procedures in Repart Preparation

Many sources of information were used in
preparing this report. ‘The fou- contracts
and amendments thereto were reviewed.
Monthly, quarterly, annual and end-of-tour
reports of staff members were onsuited.,
Research reports and bulletins were studied
as were unpubtished pdlicy memoranda.

Experiences of staff mambers were discussed
with them. Also, discussions and surveys
were oonducted with former Peruvian students
and staff members of Peruvian universities
and government agencies.

All of these sources, together with this
writer's notes, memories and biases, consti-
tute the referances for this Report.

Organtztion of Report

The Report begins with this Introduc-
under the four contracts, with emphasis on
their strengths and weaknesses.

Parts Three, Four, Five and Six are
entitled Agrarian Reform in Peru; Agrarian
Reform, Agricultural Planning and Eoonomic
Development in Peru; Agricultursl Planning
and Coctor Analysis; and Agricultural Sector
Analysis and Agrarian Reform, respectivdy.
Objectives, procedures and results of activi-
ties aarried out under each of the four con-
tracts are presented.

Part Seven oontains recommendations
gleaned from the lowa-Peru Program with
possible application to future U.S. develop-
mental assistance activiies in other coun-
tries.

Finally, five appendices are induded es
fdlows: A. Treining Program; B. Publica-
tions; C. Iowa-Peru Program Staff; D. Univer—
sity Staff Guide; and E. Budget.



PART TWO: SUMMARY OF IOWA-PERU PROGRAM

EMPHASIZING STRENGHTS AND WEAKNESSES

WITH IMPLICATIONS FOR FUTURE U.S.
TECHNICAL ASSISTANCE PROGRAMS

The Ilowa-Peru Program of technical
assisiance to Peru by lowa State Univereity,
with the cooperstion and suppart of the
University of Iowa, evalved initiaBy from a
request to USAID by the U.S. Ambassador to
Peru, James Loeb. The Ambassador was inter-
ested in providing Peruvians with assictance
’mamdmatmgﬂmdeveiopnmtpmblens
spotlighted by growing oonflicts between
‘peassnts and landowners within the egricul-
‘tural sector.

Within the context of the newly formed
Alliance for Progress between the U.S. and
Latin American countries, and at the request
of Peru and USAID, a ieam < two Iowans went
to Peru in September, 196, w advise ard
assist the newly formed Agrarian Refom
Commission and the Institute of Agrarian
Reform.

The work of this initial team set the
stage ior a ocntinuing technical assistanne
program, known as the Iowa-Peru Program,
which continued over a sixteen-year period.

The Working Environment in Peru

Reporting on the lowa-Peru Program
requires appreciation of the working environ-
ment within wlndlthergmmﬁnmm

tionary Period, (2) the Revolutionary Teriod
and (3) the Reconstruction Period.

The first period, roughly fram 198 to
1968, was characterized by seething turmad,
mrstly beneath the surface, associated with
superficial and oosmetic effarts by the
government to deal with the underlying causes
of the turmall. These causes arose fran mare

ﬂnnacmtmyot‘feudalmdeam-feuchl'

institutions  affecting Peruvian land and
society. This environment provided excellent
opportunities for treining young and n&t eo
young Peruvians and for initiating inquiries
into rather eesly discerned problems that
did not have easy sdutions. This initial
period of the Iowa-Peru Program is termed the
Prelwdxmmmrypemdbemmenwasfan'ly
obvious that substantial changes were immi-
nent; the only questions were when and how
these changes would oocur.

These questions were answered in part in
1968, when the military coup overthrew the
government. The new government launched
far-reading reforms in both the agrarian and
industriel sectors through a series of revo-
lutionary decrees. This period is terined the
Revolutiorary Period, which lasted from 1968
through 1973 but actually contimied in modi-
fiad form until 1980 when the same President
who was put out of office by the coup was
re-dected President of the Republic. During
this revohutionary period of change, many
young Peruvians trained under the Iowa-Peru
Program during the 1960 were provided oppor-
tunities to apply their knowledge in posi-
tions of faportance within the new govern-
ment. Also, studies which had been completed
during the 1960s provided some of the direc-
tions and information for planning and
executing the reforms.

This Revdutionary Period stressed
national integrity and distrust o foreign
interference in Peruvian affeirs. Vational-
ation of firms with substartial U.S.
private interests resulted in strained rela-
tionships between Peiv: and the U.S. The U.S.
invoked the Hickenlooper Amendrrert, which
seriously hampered the work of the Iowa
Mission. Serious discussion was €.en direct-
ed to discontinuing the Mission. However,
the Mission was contimied on a reduced basis
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and hdped serve as a bridge for buiding
improved relationships between Peru and the
U.S. during the 1970s.

Beginning in 1974, with improved rela-
tionships between Peru and the U.S., the Iowa
Mission was expanded and resumed substantial
trammg and planning functions for gssisting
Peru in implementing and modifying polices
instituted during the Revolutionsry Period.
The latter period, beginning in 1974 and con-
tinuing throughout the duration of the Iowa-
Peru Program, is termed the Reoonstruction
Period.

J
" Major Results

Throughout these three periods, the
major thrusts of the lowa-Peru Program oon-
‘tinued in () training of Peruvians,
" (2) research and studies, and (3) advisory
. services provided Peruvian officials.

These three functions were highly inter-
related. Training of Peruvians was essential
in developing research and studies. Research
and studies were essential both in training
Peruvians and as an informational resource in
advising Peruvian offidals as they pursued
taeir devaopment process.

The lowg-Peru Program provided educa-
tional training for 44 long-term participants
anc 19 short-term participants in the U.S.
and @ third countries, Additicnal hundreds
of Peruvians were provided on-the-job train-
ing through ocontributions of lowa Mission
steff members. Many additional Peruvians
attended workshops, seminars and training
sassions in Peru, provided by members of the
Iows Mission.

Hundrerds of publicetions, working paper..
and memoranda in which Jowa staff members
partidpated were prepared and ressin in Peru
as an informational base for deveoping the
nation and for training future students.
Also, many Peruvians receiving training under
the Ilowa-Peru Program remsin in Peru as
important foundations for Peru's future
development.,

Training results of the program are
detailed in Parts Three, Four, Five and Six
and in Appendix A, "Training Programs," of
this report. Likewise, studies, publica-
tions, working papers, and memoranda result-
ing from the Program are detalled in Parts

Three, Four, Five and Six and in Appendix B,
"Publications." .

Peruvian students were questioned
regarding their educational experiences in
the U,S., mainly at Iowa State University,
with the following summarized results. i

Six positive benefits were dted most
often. The first was the professional atti-
tude and competency gained fram the student's
study of theory and methods. The second was
Iowa State's aoncept of "science with prac-
tice," which proved importent in that scence
was put to work in practice to sove Peruvian
problems. The third was the idea of the work
ethic whereby individual achievement is based
upon an€'s own apacity and effort. The
fourth was the multidisciplinary apprcach of
tying together knowledge frar rdevant
specialties in problem solving. ‘The fifth
benefit, dosely related to the fourth, was
the teemwork between economists arid oiher
scientists in the analysis of problems that
oould not be understood or sdved by one
discipline alone. The sixth and finel bene-
fit was the open and friendly learning envi-
ronment, induding dose faculty-student
relationships.

The students emphasized seven weaknes-
ses and difficulties regarding their eduam-
tional experiences in the United States, The
first was the limited applicability of cer-
tain economic theories to less developed
country situations and problems. The second
was the implicit assumiption of valid data
aveiabilty in the application of economic
theory and models to Peruvian problems. Such
data did not exist in Peru typifying condi-
tions in less developed countries. The third
was the language problem, whie the fourth
was the lack of background in principles of
economics and mathematics as prerequisites
for coursework. The fifth was insufficient
anphasis on moome distribution in their
ourses. The sixth was the insuffident
attention devoted to institutions as the
means for obstructing and for achieving
increased productivity, improved income dis-
tribution and other economic objectives. The

.seventh and final weakness was. that assump-

“ons of factor avelabiity implict in
theory and method were not apprcprigte as
applied to less developed econaric:-

The above reactions to {raining in the
United States, mostly at Iowa State Univer-
sity, were simiar to reactions of foreign



students to U.S. educational treining as
recently reported by Ferup and Riey.

Valuable results of the Program also
accrued to the Iowa universities. Twenty
seven long-term and 35 short-term Iowa staff
worked in Peru under the lowa-Peru Program.
Most of these staff members returned to Iowa
State University and the University of lowa
with more enlightened views resulting fram
applications of their respective discplines
to Peru's problems. These staff members
returned to their teaching and research
duties much better prepared to instruct their
domestic students and particularly the many
foreign studerns who attend their dasses.
Furthermore, staff members with experiences
gained in the Iowa-Peru Program have served
and are serving international, national and
state agencies in important leadership
roles.
Jowa State ieceived additional benefits
from the Iowa-Peru Program induding addi-
tional resources through overhead payments
and the related 21D Grant for improving and
increasing the mpability of the University
{o serve the U.S. government in its accrued
responsibilities to less developed countries.
These resources provided funds for additional
faculty which added to the University's capa-
hlity. U.S. students at the University
were benefitted fram professional and socil
associations with students from another cul-
tural area. This same benefit extended to
the faculty, to citizens of the Ames Commun-
ity, and throughout the state by visits of
the Peruvians to farms and homes as arranged
by the Office of International Educational
Services. The Iowa-Peru Project also contri-
buted to Iowa State University's ertension of
the rde of educational responsiblity to
other countries as articulated in "lowa State

lfienup, Darrell F. and Riley, Hardd
M. Training Agricultural Econamists for
Work in International Devdopment, a Report
Based on a Study Sponsored by the American
Agriculturtal Economics Association and Fund-
ed by the U.S. Agency for international
Devedopment. Agricultural Development Coun-
d New York, N.Y., oune, 1980, Chapters 2
and 5.

Rde in International

Universi
Afﬁairts."g

More detalled information on present
positions held by former Iowa-Peru Program
staff is shown in Appendix C.

Educetionsl Philosophy Evalving from
the lows-Peru Program

The philosophy evalved fram the Iowa-
Peru Program indudes the following ee-
ments.

Peru was interested in achieving
progress toward econamic growth, social
devdopment and political stabilty, and
furthermore Peru desired technical help from
the Iowa universifies in meking progress
toward these goals. In pursuing these goals,
it was recognized that the agricultural
sector was inextricably tied up with the
other sectors through fundamental interrela-
tionships.  Institutional change involving
agrarian reforms was fundamental to Peru's
progress toward the goals Peru sought to
achieve. The Iowa-Peru Program was in major
propartions geared to the needs of agencies
established by Peru to plan and decide upon
its oourses of action in pursut of its
objectives. Thus, the Iowa~Peru program was
in a major way dedicated to policy-oriented
research as a basis far policy decisions.

The concepts of action programs by the
Peruvians and action ariented research by
technical assistance did not necessariy
invave a dichotamy of purposes but instead a
unity of purposes wherein Iowans assisted the
Peruvian planners and palicy makers in devel-
oping the basis for making the decigions they
deemed necessary for progress in their coun-
try. The lowa Mission proceeded with this
task through bringing existing knowledge to
bear upor: the salution of problems ocbstruct-
ing Peruvian progress. The conjaint efforts
by the lowa Universities and the Peruvian
entities in bringing about the necessary

Repart of the Committee on Inter-
national Programs. lowa State University,
Ames, lowa, January, 1969.



auanges and the progress in achieving deci-
sons were crucel and @ difficult.

In carrying out agrarian reform and
economic development, Peru urgently needed
trained professionals. The dearth of trained
Peruvians i1 economics and rdated fields was
the major reason why Peru requested technical
assistance in econcmics and related fields
from the Iowa Universities. In arder that
Peru might become sdf-suffident in trained
personnd, the Iowa-Peru Program undertook
the training of Peruvians in the United
States through formal study and in Peru
through working directly with Peruvians,

Special effort was made to achieve a
balance between crash and basic investiga-
tions that would encourage the Iowa-Peru
Program staff to perform soid as wel as
timely studies. Both types of information
were believed necessary for .advising Peru-
vians in selecting ocourses of action leading
to agricultural development.

The program was developed with a plan-
ning orizon, theoretically consistent with
the goals of the Alliance for Progress, of
ten years. A planning horizon of at least
this magnitude was necessary in discharging
the responsibilities assumed in Peru and in
building the staffing flexibility needed to
service the program. Various international
aid programs had been operating in Peru for
almost two deecades prior to thne lowa-Peru
Program.

The Iowa-Peru ngmm was in several
respects a unique pioneering effort by an
American university. It was certainly so for
most of the people directly associated with
the Program. Because of the pioneering
nature of the program, flexbility was main-
tained in charting its oourse of action.
There was also sufficient flexibility in the
program and staffing to meke improvements in
activities as the needs became more dearly
discernible through experience and under-
standing of Peru's problems.

We entered this program with the reali-
zation that minds are more important than
money and that a relativdy small fnancial
input invested in an exceptionally competent
but small group of schalars could help bring
about significant improvements in economic
growth, social development and political
stability in a less developed country such as

Peru. The foundations of these inprovements
rested on (1) the effective extension of
rdevant ideas and facts to Peruvins in
planning and policy positions n  their
government, and (2) training Peruvians to
become sdf-suffident in devdoping and
aralyzing their own ideas and facts for use
in planning and policy making, to the end
that their needs for outside assistance might
be lessened and ultimately eliminated. This
is the ultimate test of a successful techni-
aal assistance program. But the task is not
easy; nor an it be accomplished within a
short period of time. .

Our rde encampassed (1) the transfer,
adaptation and generation of knowledge for
use by Peruvian decision makers and
(2) training Peruvians to perform this func-
tion for themselves at the earliest possihle
date,

Same of the information possessed in our
knowledge reservair was directly transferable
to Peruvian conditions. Other knowledge had
to be adapted to Peruvian conditions. Still
other knowledge required in the Peruvian
decision making process had to be developed.
Thus, there existed a high-to-low continuum
of knowledge transferabilty, depending upon
specific informational needs of Peruvian
decision makers and our reservair of trans-
ferable information rdevant to their needs.

Within the context of this continuum, we
endeavored to transfer the maximum of know-
ledge extant in our reservoir which Peruvian
declsnnmkersneededmnnlengtlvdea—
sions with which they were faced. Likewise,
we adapted to the maximum extent knowledge to
Peruvian informational needs. Finally, we
assisted in the generation of knowledge
needed by but not available to Peruvian deci-
sion makers. Obviousiy, this process demand-
ed that priorities of our work be estsblished
in terms of the needs of Peruvian planners
and decision makers. Only then oould the
information aid them in identifying and
appraising alternative courses of action for
making and implementing vital decisions for
achieving economic growth, social development
and political stability.

Several relevant questions arose at this
paint. They were: (1) What are the deci-
sions, with priorities attached, that
Peruvien planners and decision makers are



faced with now and in the future and what
infarmation do they want and need in making
these decisions? (2) What knowledge from our
reservair is directly transferable to Peru-
vians as an aid in planning and in meking
decisions? (3) What knowledge from our
reservair may be adapterd and devedoped
through short-term investigntions? (4) What
are the infarmational needs beyond those to
be satisfied under (2) and (3) above which
may Lte provided through investigations?
(5) To what extent and in what manner are our
current activities directed to () above,
using (2), (3) and (4) means?

Under this oonstruct, the Peruvians
necessarily took their policy actions through
decision planning, decision making and dect
sion implementation. We assisted them
through providing or helping provide the
inforiation, facts, ideas and methodologies
with which their decisions might be fashioned
or improved in terms of their objectives. We
do not, nor does any university witn which we
are famiiar, have all the answers regarding
techmical assistance to another oountry.
However, the articulation and assessment of
experiences which has been attempted in this
report should contribute to improved methods
and oontent of future technical assistance.

Same Reflactions an the Jowa-Peru
Program Regarding Treining

In retrospect, the treining program

embracing training camponents outside as well
as inside Peru, was probably the most effec-
tive and lasting part of the program even
though. its st in funds was relativdy
small. The major reason why less developed
countries need techmicul assistance is
because of the lack of sufficient numbers of
adequately trained damestic personnel. This
need is best served by training people fram
within the country to relieve the need for
importing ouatside personne.

During the training petiod, a resident
staff of foreign advisors is desirable to
assist with in-country training in asnnection
with research activities and edvisory func-
tions. The resident staff of advisors elso
hdps in sdecting prospective students for

outside ocountry training and in helping
students who mvecanplaedmexrtrmmngto
became situated in productive positions. .

In most cases, students pursuing
advanced degrees outside the country should
perform their thesis research within their
native nountries for several reasons. First,
this approach maintains their interests in
the problems of their countries and enables
them to make contributions to the infarmation
base of their countries as a part of their
graduate training program invalving prepara-
tion of theses, dissertations, creative
componer: %, and research papers. Secondly,
this approach contributes to their interest
in returning to their native countries to
epply their acquired knowiedge.

Thirdly, this approach induces students
and their advisors to adapt theories and
methods acquired fram foreign universities to
conditions within their native oountries.
This approach was falowed in many instances
throughout the iowa-Peru Program and was at
least pertialy responsible for the large
percentage of returnees to seek and find
employment within Peru.

During the initial two contracts, Iowa
Mission personnel exercised an important role
in selecting and ifollowing up on students
sent to the U.S. or third countries for
trgining. During the period of these two
ocontracts, most of the Peruvian students were
trained and returned to work in Peru. During
the latter two oontracts, the training
camponent wes sharply curtaled with an
aitending diminution and eventual cessation
of student trainees being trained abroad,
e¢ven though such training was needed in
several subject matter aress.

Importance of Untrersity Commitment

The success of a foreign pregram depends
heavily on its staffing by the university,
which in turn depends upon full and enthusi-
astic support by the staff and administra-
tion. This support must derive from a full
commitment at the highest levels of adminis-
tration. This commitmernt must be reflected

in supporting the foreigr program require-
ments as energeticaly a. 1 aggressively as



support for teaching, research or extension
activities on campus and throughout the
State.

Sdection of staff far the foreign pro-
gram must be given enual importance with
staff selection for teaching a principles
course, or undertaking a high priority
research or extension activity. The staff
member sdected for the foreign project must
possess the assurance that the administra-
tion, as well as his or her cllesgues,
regard the foreign work on a par with the
campus work and that recognition and promo-
tion wil be forthcoming for foreign work
wdl done as would be forth.coming from domes-
tic performance.

In aother words, the foreig project must
be fully legitinmized and supported as an
integral part of the University program.
Such was the case with the Iowa-Peru Program.
Both Presidents Hilton and Parks provided
full commitment and support for the Program.
This commitment was reflected through the
aoliege ceans and Department Chairpersons Fox
und Bencke in their unceasing support of the
program.

-/ Importance of Program Continuity and
Periodic Evaluation of Performance

Although the lowa-Peru Program continued
for 16 years, the contract planning horizon
at any particular tine sddom exceeded :ne or
two years. Even though the contract required
two years service of long-term staff in Peru,
firm budgets were usually for only one year.
Obviously, technical assistance programs, to
be successful, must be planned and programed
for five to ten years or even longer in most
aases, depending on need. Of course, use of
the grant concept, as applied in the 2-d
grants and as is expected to become effective
in the Title XII grants, would hdp remedy
this shortcoming in the contractual planning
horizon. Under longer term contracts in
keeping with the nature of the foreign work
to be performed, periodic evalustion of per-
formance should be conducted to check upon
contract performance throughout the duration
of the contract.

Another serious problem with planning
horizons and continuity of work that would

not mcesmrilyberenedled by extending the
contractual term is the changing directions
of country programs frequently accompanying
the change of USAID Country Directors and
other AID personnel within the country.

The country USAID Director (and other
administrative officers) with a two-year
assignment, endeavors to devdop a one- ar
two~year program so that results may be
visible toward the end of his or her term.
This approech frequently became disturbing
and unsettling in the Iowa-Peru Program. It
certainly interfered with the productivity
and morale of the staff and with our profes-
sional relationships with the Peruviens. For
these reasons, relationships of Iowa staff
with the Peruvians were frequently better
than with our fellow countrymen in USAID.

Selecting and Preparing Staff

Members for Serving Abroad

and Assisting Their Return
to the Campus

The foreign technical assistance program
can be no better than the quality of the
staff. Foreign assignments require the most
cammpetent and personahle staff members.
Successful foreign assignments wil not
taerate the use of ineffective personnd
wham the university desires to retire or
eliminate from the campus. In many respects,
the qualty of staff for foreign service
demands a higher quality staff than required
by domestic assignments.

Besides being technicallv competent, the
foreign advisor must become fluent in the
foreign language, knowledgeable in the new
culture and geography, and possess a keen
desire to be helpful to associates in the
other oountry.  Fortunatey, because of
support for the Iowa-Peru Program by the ISU
staff and administration, the Program staff
represented exceptionally competeit and
highly service-motivated people.

Fram the Peru experience, younger lowa
staff members established rapport with their
Peruvian counterparts and worked very effec-
tivly with them.

Adaptation of spouses and children of
staff members to the foreign environment
proved to be an important consideration in



the productivity and satisfaction of staff
members. Consequently, measures were taken
to provide families of staff members with the
same language training and cultural prepara-
tion provided staff members.

A University Staff Guide for stsff
members ocontemplating service in Peru was
prepared and updated fram time to time from
experiences of staff members and their fami-
lies serving in Peru. This Guide (Appendix
D) was provided al staff members and their
families expecting to serve in Peru and
proved hepful to them in making the transi-
tion.

The return of staff members to the
Campus is as important an adjustment for
staff members as the assignment to a foreign
country but in different respects. During a
stay of two years in Peru, many changes occur
on ampus, sane of which directly affect
employment conditions for the returnee. The
returning staff member deserves and requires
special consideration and assistances in
returning to a pleasant and productive
environment that wil fully utlize his or
her experiences. In mses of younger staff
members without tenure, the University pro-
vided returnees with six months to a year of
campus employment to provide them opportuni-
ties to make adjustments and to become
familiar with and to select employment oppor-
tunities.

Continuing Special Assistances to Peru
Fallowing Completion of the Program

The successful technical assistance
program leaves in its wake a legacy of pro-
fessional relationships and ocontinuing pro-
grams and activiies. This legacy does not
terminate abruptly with the termination of a
contract ar a formal program. There remains
the need for muintaining professional rela-
tionships and jant participation in activi-
ties of concern to both the Peruvians and the
Iowans. Considerable amounts of such inter-
changes have continued through joint partici-
pation in publications, workshops and
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seminars.  Provision for these follow-up
activities should be induded in a follow-up -
agreement to an expired contract. This would
encourage and abet contimiing activities on a

In Conclusion

The Iowa-Peru Program oontinued to
provide training, research and advisory
sssistance to Peru by the lowa Universities
over a period of sixteen years. Peru bene-
fited fran training provided to sixty-three
young Peruvians in specal ocourses and
advanced degrees outside the country. In
addition, hundreds of Peruvians within Peru
benefited from on-the-job training, special
training courses and seminars provided by
Iowa Mission staff. Numerous research
reports, memoranda and trgining materials
remgin in Peru for future use in deveoping
both people and policies.

Iowa State University and other U.S.
institutions  also benefited through the
experiences of 52 staff members who served in
Peru and enhanced their knowledge and skilis
in extending their disciplines to difficult
problems. The United States benefited
indirectly  through  providing technical
assistance to Peru and through providing U.S.
educators with experiences in Peru, which
adds to the strength of U.S. educationsl
resources. The U.S. also benefited fram the
services and posture of the lowa Mission in
Peru during a period of severely strained
relationships between the two nations. These
strains have been mended partialy, at least,
through the lows Mission and its legacy of
trained students, campleted studies and good
will in Peru.

Finally, the work of the Iowa Mission
was recognized by Peru in the form of the
presentation to Dr. Frederick L. Mann (Chief
of Party of th. lowa Mission in Peru) of the
Order of Merit for Services to Peru, one of
Peru's most prestigious and coveted honors,
the first time in 20 years it had been
presented to a U.S. citizen.



PART THREE:

AGRARIAN REFORM IN PERU:

ICAC-2228 (1961-1962)

The genesis of the lowa-Peru Program
occurred in 1961, when the U.S. Ambassador to
Peru (James Loeb) requested the U.S. Depart-
ment of State to provide technicel assistance
to Peru on the econamic and legal aspects of
land reform problems. This request was
prompted by the growing seriousness of agri-
cultural land tenure problems in Peru, to
which the Government of Peru responded with
the appaintment of a Land Reform Commission
and the establishment of the Institute of
Agrarian Reform.

Accordingly, the U.S. International
Cooperation Administration (predecessor of
USAID) communicated the Ambassador’s request
to Professor John F. ‘Timmons, Iowa State
University. During the summer of 196l,
Contract ICAC-222 was negotiated betwecn
Iowa State University, the University of Iowa
and USICA and signed September 8, 196l.

Contract Objectives

Under the Contract, "The Contractor
agrees to use its best efforts to render
technical advice and assistance to the coop-
erating country for the purpose of analyzing
the economic and legalasmdsofland reform
problems..." As further specified in Appen—
dix B of the Contract, "The Contractor is to
assist the Cooperating Government by analyz-
lmg existing conditions leading to the deve-
opment of solutions of land reform pmblems

Under the Operational Plan of the Con-
tract, the "Controctor's staff members will
analyze the economic and legal aspects and
probable consequence of land reform legisla-
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tion an dwil.adv1setheUSOMmﬂ1ead1vr&
ties that may be undertaken which will assist
in guiding the Cooperating Government on a |
sound land reform program. The Contractor
wil send two land reform specilists to the
Cooperating Country initially for a period of
approximately two months along with a sup-
porting consultant who will remain in the
Cooperating Country for approximatay ten
months. During this period the supporting
consu'tant will collet data that will assist
in identifying existing problems and possible
remedial alternatives, permitting a ocontinu-
ing study leading to the development of salu-
tions of land reform problems, which wil
permit progress toward economic growth and
social inprovement in the Cooperating Coun-
try. One of the two land reform specilists
will return to the Cooperating Country for a
period of approximately one month to analyze
data oollected and to make final recommenda-
tions."

In acoordance with the Contract, Profes-
sor John F. Timmons, Department of Eoonomics,
Iowa State University, and Professor John C.
O'Byrne, Callege of Law, University of Iowa,
and Antonio Giles, Peruvian graduate student
working with Professor Timmons, went to Peru
in September, 196l.

With the assistance of Ambassador Loeb
and USOM Director Rogers, discussions were
hald with members of the Peruvian Agrarian
Reform Commission and with Director Pablo
Salmon and Investigntions Director Lander
Pecora, Institute of Agrarian Reform.
Through these discussions a plan of wark and
procedure was detailed.

This plan of work induded identifica-
tion of pressing sgrarian problems und guide-
lines for posside ameloration of the
ptoblens.1

IThe remainder of this report on work
performad under Contract ICAC-2226 draws
leaviy tiom the Final Report of this Con-
tract entitled, "Economic Development Through
Agrarian Reform in Peru: Part 1 Naiure of




Initially, the Iowa team proceeded
through () discussions with a wide range of
informants throughout the country whose names
were on file at Instituto De Refarma Agraria,
(2) a review of relevant r:ports and publica-
tions denling with agrarien problems (on file
at Instituto De Reforma Ajrari), (3) inspec-
tion of proiects dealing with agrarian reform
induding the Carnell-Vicos Project in
Ancash, the Credit Urnion Projects in Puno,
the irrigation works in Arequipa and the
Supervised Credit programs in Cuzcoand Puno,
among others, and (4) study of the proposed
agrarian reform law.

These discussions, reviews, inspections,
and studies suggested that () substantial
clianges in agrarian institutions were impera-
tive, (2) there was widespread recognition of
the imminence of institutional change,
(3) potential means for guiding these changes
were implicit within the current situation,
but remained to be articulated, devdoped and
translated into policies and programs,
(4) facts and ideas were needed to help guide
the development and administration of agrar-
Bn reform along orderly avenues of economic
development of the nation and social improve-
ment of the people, and (5) proposed legisia-
tion offered a ressonably satisfactory base
if implemented with adequate research, train-
ed personnel, and institutional change.

The 1962 Report emphasized that agrarian
prohlems in Peru presented serious obstacles
to economic development of the nation and to
socihl improvement of the nation's people.
On the other hand, the Repart held that
agrarian reforms could be fashioned as neces-
sary structural means toward econamic devel-
opment and social improvement. Used in this
contaxt, econamic development meant increased
per capita productivity (defined as average
annual real per capita income) and wider
distribution of the benefits of this product-

and Relationships Between AgrarianR eformand
Economic Development and Part II Analytical
Structural Change Model for Analyzing Agrar-
ian Reform Structures and Remedial Alterna-
tives in the Sierra," by John F. Timmons and
John C. O'Byrne under Contract ICAC-2226
between USAID and Iowa State University,
February, 1962.
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ivity among the nation's people. Likewise,
social improvement meant development o'
individuals within the country who could work
toward higher levds of living as informed
the participating members of the nation's
social, cultural, and political life. Agrar-
within the agricultural sectar contributary
to and oonsistent with econamic development
in other sectors of the econamy.

Under the terms of the contract, two
alternatives were considered.

The first was a general amalysis of
agraran problems and possikie agrarin
reforms in light of economic and social
development of the nation and its people.
This alternative was rejected because many
reparts of this general nature already exist-
ed and because there was an apparent need for
a mcre penetrating examinetion of pressing
problems within a particular region. -

The second alternative was the selection
for more intensive study of a particular area
of Peru which reflected serious regional and
national conditions.

This second atiernstive was chosen and
limited largely to the Sierra., There, the
government was oonsidering shifting land
ownership fran the large haciendas owned by
churches, beneficencias, corporations, and
private individuals to individual Indian
operatars and to Indien communities, with
technical information, management assistance,
and operating capital provided to the new set
of land owrers and operatars.

The Sierva 'was selected for concentra-
tnn(l)bemusedtheapparent severity of
agrarian problems and possible opportunity
for their solution, and (2) because immediate
steps appeared necessary to lessen tensions
and to ocontribute toward econamic and social
development of the people in that area as a
necessary and integral part of national
growth, development and stability.

Conditions for econamic growth induded
an existing situation characterized by
() urused or underused productive resources,
(2) unused or underused techniquesof produc-
tion, (3) possibility of avaidable resources,
technalogy, and management and (4) possible
reform of existing institutions inpeding
economic growth.  Under exiring conditions,
the rate of positive change in real per



capita income appeared less than oould be
reglized if the four mtegories of conditions
were improved.

Some National Considerations

Peru's population was approaching eleven
milion people in the early 1960s and
increasing at an annual rate in excess of
three percent, adding about one-third million
neople each year to the nation's population.

The nation's gross mational product had
to increase at a rate at least as great as
the population growth rate in order to main-
tain 1960 per capita income estimated at $16
per year. Possibly this statistic under-
estimated per capita national incane because
of barter and other transactions not recorded
in the national acoounts. Per oapita
increases in income required proportionately
greater incresses in national productivity.
Population growth constituted either a poten-
tial resource or a potential drag on the
eoonamic and social development of the
nation, deperrting upon the development of the
nation's resouces and productive employment
opportunities ior the people.

Approximately 60 percent (estimated
between 58 and 62 percent) of the Peruvian
people were engaged in agriculture. ‘Thus,
the economic and social improvement of the
nation and i#ts pecple in the immediate future
appeared conditioned largely by what happened
within the agricultural sector of the eoon-
any. Yet, the agricultural sector's contri-
bution to the national product appeared to
have dedined in both absalute and relative
terms over the decade of the 1950s. tere,
again, estimates of the agricultural sector
may have been on the low side because of
statistical ~ difficulties in estimsting the
contribution of productive and exchange
activiies outside the market ooconomy.
Between 1950 and 1960, agriculture's contri-
bution to the national product dedined from
9.4 to 8.4 billion soles while the national
product increased from 25.5 to 35.8 billion
soles. The national product increased some-
what erratically (Gn oonstant sdes) by
roughly the rate of population growth leaving
hittle or no increase in per capita produc-
tion as the basis for per capita economic
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improvement.
In searching for avenues to increased
per acapita productivity, thceee essential

lines of attack were suggested.

First, increased employmeit opportuni~
ties in the nonfarm sectors of he econamy
were needed to provide jobs for unemployed
and underemployed peopie and for future popu-
lation increases. With a mean age of about
24 years for the population, coupled with the
relativdy large number of youths janing the
labor force eech year and the relatively few
job opportunities released by retirement and
death, the need for new employment opportuni-
ties in the nonfarm sector became apparent.

Second, extension of the cropland base
through irrigation, dearing, drainage, and
cdlonization oonstituted an inportant means
for increasing agriculture’s contribution to
national  productivity through providing
employment opportunities for both farm youths
jaining the labor force each year and for
unemployed and underemployed farmworkerson
the minifundia, haciendas, and in the indige-
nous communities. The San Lorenzo irrigation
proect in Piura, the lLa Joya irrigation
project in  Arequipa, the Puno-Tambopata
development in Puno, and the Pucallpa coloni-
zation projet in Loreto were dted as
examples of projects for extending the agri-
cultural land base. These projects invaved
considerable outlays of funds, in terms
of both bringing land into production and
providing necessary infrastructures induding
transportation, marketing, educational, and
community faclities for the new communities.
Additional problems of settler selection,
financing, tenure srrangements induding land
and water titles, markets for new or expanded
outpit of products, physical potentialities
of the land, and research for livestock and
crop production were invalved in these
projects. Furthermore, major exportshle
products, <uch as ootton, ooffee and sugar,
to be produced through these projects were
subject to terms of international trade and
were expected to aggravate surpluses already
evident in the world markets.

Although extensions of the agricultural
land base appeared as one of the essential
long-run avenues for economic development in
Peru, even large expenditures of capital in
this direction were not expected to provide



adequate job opportunitiee in the short
run—szay the next five years. Far example, a
cursary appraisal of the mumber of families
to be provided land settlement oppartunities
by projects underway and in immediate pros-
pect suggested that a relativdy smal pro-
portion of the candidates for job opportuni-
ties in agriculture could be accommodated by
settlement oppartunities in the ncar term.
There existed a tendency to emphasize coloni-
zation and settlement opportunities as a
remedial approach to agrarian refarm probably
because this approach would not disturb the
status quo in the settled aresas. However, it
became dear that this approach did not
tackle the basic institutional problems of
agrarian reform in the settled aress, partic-
ularly in the Sierra. There was Lttle ques-
ton but that significant opportunities for
settlement and oolonization existed in Peru's
future, but the development of these oppor-
tunities had to be weighed arefully not
only in terms of investment opportunities for
the econamy as a whale but especilly in
terms of the priority of investient in agrar-
ian development. This would have invalved a
program of research, training and investment
beyond the scope of the 1962 Repart. In the
meantine, pressing problens of agrarian
reform remained in the Sierra and the Coastal
areas. But the most pressing problems
appeared to exist in the Sierra.

Third, existing agricultural aress in
the Sierra and on the Coest provided an
immediate opportunity for agrarian reform.
Here is where serious problems existed and
here is where most of the nation's population
resided. The Sierra was, therefore, selected
for further consideration in the Report and
in the initial research expected to follow.
Here was the major source of future nigration
to the Montana and Jungle areas of new land
development, to the Coast and to industry.
Serious problems existed with prospects o
becoming acute but immediate changes could be
made.

These three major avenues to economic
developinent and socil improvement of the
oountry, outlined above, appeared complement-
ary and essential ingredients for progress.
In pursuing these avenues, provision of
capital, technical assistance, and institu-
tional change became fundamental requisites
to progress.
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Study Resuits of Agrarian Problems in
the Sierra of Partd

The Sierra area was sdected for spedal
consideration because o the pressing
problems in the area and because there
appeared to be alternatives for ameliorating
these problems. The econamic and social
status of the Indians in the Sierra, who
constituted somewhat less than ane half of
Peru's population, remained largely stagnant
fran the Inca period, through the colomial
perind and into the modern times.

In the early 1960s, the area evidenced
many prospects of change. Stimulated by
contacts with the outside world through
migrations back and forth between aress, by
communist agitators and by public discussions
of agrarian reforms, the Indians of the area
were undergoing an awakening and self-exani-
nation of their plight. Conditions which had
been taken as inevitable for centuries were
and social improvement were developing, thus
creating a gap hetween their present condi-
tions and their aspirations for improvement.
Substantial changes were evident and the
majr question was how change ocould be
brought about in an orderly manner that would
contribute to the economic development of the
nation and the social improvement of the
people.

Agrarian structures in the Sierra
appeared camplex and did not permit sweeping
generalizations  concerning  either  the
problems or possitle sdutions.  Awaiting
further study on the magnitudes and kinds of
institutions within the area, certain quali-
tative statements were suggested regarding
existing conditions.

The Sierra was characterized both by
latifundia (arge eststes) and by minffundia
(smal holdings). The large ettates, dating
fran the colomial period, induded the most

productive 'and of tne region. Only smal
parts of the estates were in cultivation,

IThese results are preseited in con-
siderable detail since they provide insights,
motivation and besis for the subsequent
Contract AID/1a~49 sxecuted in.1962 and con-

tinuing through 1968.



with large areas unutlized or underutilized.
On and beside these large estates lived the
Indians, usually occupying inferior lands
used for crops and grazing purposes. At this
point, a distinction was made in the systems
of land haldings by the Indians. Three major
gystems were identified: Q) native
commurnities (communes or @yllu), numbering
around 4,500, of which only 1,800 were
recognized and protected by legidation,
(2) small independent proprictors, usually
with unproductive and insuffident lsnds,
sanetimes known as parcislidades, and (3) the
tenants, workers, and odonos on the large
estates owned by churches, beneficencias,
corporations, and individual families.

Within the community system of land
hading, three subtypes were characterized as
follows: () Both farm and pesture land
belonged to the community and certgin lands
were distributed among the members
periodically for various terms of years with
other lands operated ~dlectivdy. (2) Fam
lands were owned ixiividually, but pasture
lands and water rights were held in the
community and grazing and water rights were
allocated among individuals. (3) The Indians
of the community were independent land owners
but rdied upon the community to defend their
rights and land titles against encroachments
from outsiders.

Of course, there were many variations
within these systems. Latifundia and
minifundib existed within a land holding as
wel as adjacent to a particular holding.
Fragmentation of land into many small and
scattered tracts, aggravated by inheritance
practices and population increases, was found
throughout the Sierra and accentuated the
problems of underemployment.

Workers and oolonos with their families
on the large haciendas were considered part
of the hacienda. Their expected tenure
appeared to enter into the sale price of the
hacienda.

Problems arising within these systems
were suggested under the following categor-
ies: () haciendas, (2) Indian communities,
and (3) individual proprietors (induding
parcialidades).

Problems Arising Within Large Hadiendas

Although oonditions undoubtedly varied
among large haciendas, the major problem
appeared to center on the maintenance of a
system in which the owner or mangger of the
hacienda exercised the role of patron and
the Indimn famiies were, in effect, his
serfs. Under this system the colonos provid-
ed the owner with () househad servants in
the cass hacienda or in his town residence,
(2) care of livestock and (3) labor (and
ocaasionally toals and axen) on the hacen-
dado's farmland in return for the use of
small plots of land (usually inferior and on
hillsides) and/or pasture lands in or on the
mountains. Labor services movided by the
Indbns usually were fixed at two to five
days a week oontributed from the Indin's
family, and frequently were cumulative.

Since the Indian families had lived on
these small tracts of land on the haciendas
for generations, they came to fed they had
rights in these tracts even though legal
title remained in the hacendado. Consequent-
ly, when their plats were disturbed or shift-
ed by the hacendado, particularly upon sale
of the hacienda, the Indians resented and
resisted these changes.

With increasing frequency the Indians
also resented and resisted the labor service
to the hacendado. This deveopment led some
of the hacendados to become interested in
sdling their lands and shifting their
capital t~ another form of investment. If
the hacendado pressed the Indians to perform
labor services or if he tried to evict them
from the land, particularly with the hdp of
the police, serious nflicts erupted.
Increasing numbers of incidents of this type
were reported in the press during the early
1960s.

The hacendado's lands were usually the
most productive, frequently the irrigated
lands in the wvalleys, whie the Indians
gravitated to the hilsides and mountains for
tracts of land on which to produce food for
their iamilies. Frequently, these hilside
tracts were so steep that fidd work had to
be done by hand. Also, serious erosibn was




becoming evident as pressure was exerted on
the land to provide necesaary food.

The ocdlonos under the patron possessed
little or no opportunity to develop their
talents, abilities, and personaliies. As a
result, their major outlets fran serfdom were
coca, chicha, and fiestas which further
eroded their limited funds and leves of
living. In earlier periods, the hacendado
was expected to provide schodls and churches
for the Indians living on his hacienda.
Later, however, educational oppartunities
appeared extremdy limited. These conditions
heped create a situation which generated
serious  dissavisfactions, instability, and

Modern technology rarely found its way
into the Sierra. Farming methods and toois
were little Jimproved over the olonial
period. Herein was an opportunity to improve
productivity with the aid of copital, tech-
nalogy, and improved management.

Problems Arising Within Indian Commurities

Indians within the communities of the
three types previously mentioned experienced
severe problems of developing themsdves
econamically and socielly. Their inadequate
land resources became increasingly segmented
and parcelized through inheritance practices
and population growth. Their holdings were
usually on unproductive lands. They lacked
capital in farming operations. Modern tech-
nology was largely unknown to them. They
were frequently invalved in oostly litigation
with neighboring hacendados over legnl titles
and boundary disputes.

Those communities which became recog-
nized by specil legislationi, enjoyed securi-
ties denied the unrecognized communities in
that their property, when defined, was pro-
tected by law. However, even these communi-
ties faced with expending populations within
their limited land areas and archaic produc-
tion practices, experienced serious economic
difficulties.

Proprietorzhips

An unknown number of small-scale Indian
land owners were nct members of an ayllu (or
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commurie) and hence were not digible for the
legal protection <€ a4 community.  These
individvals did not have sufficient pesture
or farmland to suppori their families.
Hence, they sought day’ labor on the neighbor-
ing macienda. In the latter instance, these
small proprietors cmmitted themselves to
personal services or payments in msh or in
kind to a hacendado in return for the use of
same hacienda land. These smal-saale pro-
prigtors were largely at the mercy of the
hacendados. Faced with the necessity of pro-
viding basic subsistence for their families,
their bargaining power was practically mdl.
Their farming methods and equipment were of
ancient character and they lacked capital and
techmical knowledge, as wel as land.

Basis for Agraran Reform
Within the Sierra

The agrarian situation in the Sierra, as
complex and difficult as it appeared, pre-
sented possibiliies for inprovement which
oould contribute to the development of the
nation, to coonamic and social improvement of
the people, and to paolitical stability of the
area.

First, the Cornel-Vicos project in the
Callejon de Huaylas of Ancash, demonstrated
how the Indian communities on a feudal
hacienda strove to overcome centuries of
serfdam and to achieve economic and social
developmerit within the relatively short space
of decades. This project constituted a
potential guids to pilot other areas of the
Sierra into economic and social progress.
Further analysis of this projet was recom-
mended in extending the experience to other
areas and in determining the need for interin
leadership or a "substitute hacendado. " Ques-
tions were raised regarding this "substitute
hacendado."” What would be the costs of the
undertaking, and what measures oould be taken
to prevent the creation of a dosed economic
ertity faced with limited land resources in
relation to population growths.

Second, provision of operating capital
and techmical assistance to Indian communi-
ties by SIPA in Puno and by theRedevelopment
Carparation of Cuzco demonstrated how operat-
ing credit extended with technical assistance
oould move the productivity of Indians and



land upward and at the same time provide
incentives for the Indians to improve them-
salves. Barring matural mtastrophes such as
drought, earthquake, and frost damage, the
Indians exhibited an exceptional repayment
record. Records examired in the Puno and
Cuzoo cffices of credit programs rcevealed a
repayment record of 99 percent.

Third, there appeared to be a growing
willingness on the part « hacendados (pri-
vate individuals and corporations), benefi-
cencias, and churches to transfer ownership
of their lands to Indian communities and
individuals if the means and organization
could be found for aking transfer and for
fallowing up the transfer of ownership with
supervised credit, induding operating
capital and technical assistance. Same docu-
mentary evidence of this wilingness to sell
was found in the files of the Institute of
Agrarian Reform.

However, sufficent and adequate insti-
tutions did not exist whereby land transfers
could be implemented. Also, the matters of
land titles and land valuation remained as
critical problems.

Fourth, the Indian oolonos and communi-
ties with their strong desires for land
ownership were interested in acquiring land
if means could be found to effect the trans-
fers and to provide the operating capital and
technical assistaroe to hdp assure success
of their farm operations after ownership of
lands had been obtained. Furthermore, the
Indians were believed to possess considerable
hoarded cash which could be used in making a
downpayment on the land and/or application to
necessary operating capital. The coradit
unions of Puno and the Vicos offered evidence
of hoarded cash which could have been brought
mnto use once the incentive and mechanism was
provided.

Fifth, the Vicos experinent in Ancash
and the credit programs in Puno and Cuzco
demonstratred how the potential of the
Indians may be aroused and developed through
provisibn of incentives and aspirations to
better themsdves and of the organization
through which these incentives and aspire--
tions could be achieved.

Sixth, the absence of objective tech-
nical studies in the Sierra on agrarian
institutions handicapped the formulation and
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implenientation of sound agrarian reforms.
Similarly, the scarcity of qualified person-
nd to undertake these studies remained a
major problem. As a start toward providing
foundation information on existing problems
from which might be fashioned agramn
reforms geared to solving the problems of the
area, a study was completed in the Cuzco
area.

Seventh, dissatisfactions with the
agrarian structures in the Sierra were
were expected to turn to more vident forms
of expression if the hasic problems discussed
earfier remained unattended. Hence, tmei-
ness appeared to demand that efforts be taken
to understand and to remedy the agrarian
problems in the Sierra.  Without waiting
untll the urgently needed technical studies
had been made, but with the assurance that
such studies were beirg undertaken to fortify
change with the strength of facts and idess,

a possible approach for agrarian reform was
outlined.

Reform in the Sierra

An approech to the Sierra agrarian
problems was developed from the first five
paints presented above. This approach’
invalved initially a shift of land ownership
fran the beneficencias, churches, individ-
wals, and corporations to the Indian colonos
and communities as part of the comprehensive
reform.  Intrinsically within the approach
were (1) long-term amortized low interest
credit to the Indian communities and individ-
wval farmers for the purchase of the land,
(2) operating capital credit geared to the
adoption of productivity increasing farm
technology, (3) technical help to the Indians
by oompetent and dedicated technidans to
protect the credt and assure its effective
use in carrying out measures and practices to
increase productivty and (4) provison of
job opportunities in other sectors and areas
of the economy.

lAntonio Giles,
the Cuzo Aren of Peru."

"Agrarian Problems in
Unpubhblished, 1962.



In formuating and in carrying out this
approach to agrarian reform in the Sierra,

First, the appraised price of the land
for purposes of (1) compensating the owners
and (2) sale to the Indians must be Kkept
within the productivity of the land without
capitalizing into the value ether the
present contributions of Indlian labor ar the
benefits fran future opersting capital o
applied technology.

Seoond, compensation received by the
land owners should be rechanneled into the
Peruvian economy toward the end of developing
industry and services which would provide job
opportunities for existing and increasing
population, an appreciable part of which
would come from the Sierra. This could have
been sccanplished by issuing to the land
owners, 8s oampensation under vormtary
transfers, certificates of investmem or
bonds of limited negotiability which would be
invested in Peruvian industry to furnish
needed capital far developing job opportuni-
ties and for furthering the econamic deve-
opment of the nation. Caution was stressed
that the funds not escape fram the country in
the form of "flight capital” and that funds
now idle in land oould be released and used
to energize econamic activity within Peru.

Third, technicel production assistance
applied with operating credit must be consid-
ered a social overhead cost along with other
types of education, health, and improvements
in individuals and must be barme by the
nation as a whole. The part of this invest-
ment in the human agent, "humen capital,"”
promised rewards in both the econamic devel-
opment of the nation and in the development
of latent abilities within individuals.

Fourth, community organizations and
cooperatives should be developed in keeping
with local tradition, desires and aspiration
which would develop the individuals into pro-
ductive and perticipating citizens. Here
again, the Vicos example was suggestive.
Besic legidation underpinning aooperative
arganization was needed.

Fifth, extreme care should be exercised
that marketing and processing groups of the
suppliers of productive factors and services
did not supplant the hacendados in i
undue profits fran the new dass of Indian
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owners and hence cancel the benefite to be
derived from the reform.

Sixth, the order of purchase of hacien-
das should be related to the efficiency of
resource vse and the social and eponamic
level and progress of the Indian residents.
Haciendas characterized by inefficiencies,
unutilized ar underutilized lands, and infer-
ior institutions regulating the lives of
‘ndian inhabitants, should be purchased first
while the most efficient, highly utilized
haciendss with progressive social and
econamic status of Indian inhabitants could
remain.

Seventh, in the event that sufficient
hacendados were unwilling to sell at the
appraised price previously suggested, certain
steps could be taken to encourage sales.
First, the government could cause beneficien
cias to sell lands under its inherent rights
of contrd which the government apparently
possessed as ilustrated by the Vicos trans-
fer. Second, the government could exercise
s authority to expropriate umused and
underutilized land at the appraised price
under existing laws. Third, the government
might proceed to collect all the taxes due
plus underpayment of taxes in revent years on
the income derived fram the estates. Fourth,
the government could reduce the tax on gnins
fran sale of land in a manner that would
induce land owners to sel their land.
Alternatively, the capital grins tax revenue
ocould be credited to the government in the
total purchase price of the land. Fifth, the
apparent relatively low return on aapital
invested in land and the relatively high
return on aapital elsewhere in the economy
ocould hdp provide an incentive to sell land,
depending upon the extent of nonmonetary
values land owners placed on land ownership.

In other words, there appeared ample
means for inducing land owners to sell their
land at a price in line with earlier sugges-
tions. From a practical viewpoint, however,
few of these measures were needed in some
cases as the stability threshod deterior-
ated. The pressure of the Indians and
pilitical developments themselves provided
ample incentive for the land owners to sel
their holdings.

Eighth, it remained questionahble whether



to serve as the modus operandi for generating
necessary structural changes. These changes
invalved: (1) ecquisition of land from
hacendados, (2) resale of this land to Indian
communities and individuals under long-term
low interest amortized loens, {3) provisbn
of adequste operating credit under conditions
ocondudve to increasing resource preductivi-
ty, and (4) technical and managerial ossist-
ances to make the apital work effectively
with appropriate technological applications
o practice and methods.

Proposed Agrarian Reform Structural Change
Model for Analyzing Agrarian Structures
and Remedinl Alternatives with
Specn! Reference to the Sierra

The 1962 Repart on acoomplishments under
Contrsct ICAC-2226 outlined a structira
change mode for analyzing defects in agrar-
ian structures and possible remedial alterna-
tives with specisl reference to the Sierra
(Figure 1). This modd was formulated mi a
manner that projected agrarian reform as part
of an integreted approach to economic and
social development of the national economy.
Induded also were certain goals and targets
for agrarian reform and possible avenues of
appmach in keeping with fincings presented
in the Report and discussion:: with Peruvian
officials. 'This mcdd and its possible
applications are presented in onsiderable
detail since it was further developed under
subsequent contracts and used as a reference
by the Peruvian Government in agrarian reform
legislation beginning in 1964 and culminating
in the sweeping agrarian reform action in
1968.

In the process of economic and social
devdopment within agriculture as an integral
development of the nation, several rdated
goals were suggested as fallows:1

1. Maintaining a mninal stability
threshald as a necessary baesis for orderly

lFrom "Plan Nacional de Desarrollo
Economico y Social del Peru 1962-1971," Tamo
1. Preiminary Report, Government of Peru,
Lima, 1961.
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social and eanoriic devdopment.  This meant
that change of a raagnitude and tempo neces-
sary to prevent sarious disorder hnd become
an imperative precondition for the economic
and social development of both agriculture
and the nation.

2. Incressing per pita productivity
and oonsumption within agriculture.  With
about three-fourths of the nation's popula-
tion engaged in agriculture, eccnomic devel-
opment of the nation was oonditioned rather
heavily by what transpired within agricul-
ture. Obviously, per apita productivity
increases within agriculture were related to
per aapita produchivity increases in the
netion. Also, per apita increase in oon-
sumption of goods and services by the agri-
cultural population were essential to the
creation of markets for nonfern: sediors as
well as inprovement of living levels within
agriculture.

3. Increasing scidal development of
individuals as informed o:d partidpating
members of the nation's sorisl, cultural and
pclitial life was the thira ond-in-view
toward which agrarian reform was directed.

The relative importance to be gnven
specific targets for tle three preceding
ends-in-view had, of course, to come from
Peruvian authoritics as exemplified in the
prdiminary report, "Plan Nacional de Desar-
rallo Econamico y Social dd Peru 1962-197,"
Tamo 1.

Within the oontext of the foregoing
ends-in-view and the specific targets for
their aommgi]shment as formulated by Peru-
vians, cerigin avenues of approech as means
toward the ends-in-view become discernihle.

1. Structural change within agriculture
appeared necessary to increase agricultural
productivity, to bring the vast majority of
agricultural workers into the market economy
as oonsumers as wel as producers and tr
maintain a minimal threshold of palitical
stability as a prerequisite for orderly and
progressive economic and social development.

2. Job opportunities in the nonagricul-
tural sectors of the economy appeared neces-
sary to relieve the under- and unemployment
within agriculture and to generate jobs for
the rapidly increasing population. The
initial impact of structural, technalogical
and capital improvements within agriculture



was expected to release further laborers fran
agriculture. The wroportion of labarers
required within agriculture was expected to
decrease materially over the next demde as
the agricuitural sector developed. The crea-
tion of productive job opportunities in the
nonagricultural sectors appeared necessary
both to provide jobs and to provide the
products and services demanded in a growing
econamy.

3. Extension of the resource base
within agriculture through irrigation, dear-
ing, drainage and other land devdopments
appeared warranted. However, due to the time
lag, heavy capital investment, and the neces-
sary land developmental surveys prerequisite
to land development, the above two avenues of
approach appeared most important in the short
term.

The modd was developed conceptualy
through four major steps as follows:

Step 1. Initially the purposes guiding
change were identified, the links between
purposes determined, and the consequences of
particular means estimated in ex post and
ex ante probabilities. This concept may be
fllustrated as follows:

Purposes

G o

{Kconowic growth,
social development
and political
otabilicy)

(Policies, practices,
programe, structurse
and inatruments)

(Realixed,
expacted)

Thus, the analysis met the oonditions of
being (@) purposeful, (2) normative, and
(3) predictive (within probability limits).
The analysis not anly articulated the puor-
poses Peru desired to achieve but identified
the means as variables within the equation,
yidding consequences which were evaluated in
terms of the purposes.

Step 2. The interrelationships between
purposes, means and consequences were ex-
tended into the following construct which
permitted examination of the means in rela-
tion to both consequences and purposes of
change.

Purposes N Daliniting Phase
(1) Purposes

(2) Extsting situation
(3) Istervening gap

B. Diagaostic Phase
(1) Patlure el-aents
ble for gap b

purposes sought and consequence
realised)

(2) Buccess elements
(respoaetble for gap being no
larger than it {a)

Co Remedial Phese
(1) Bliminate failure elements
(2) Discover sad expsnd success
alemsats

Exteting ¥
situations

Under Step 2, the delimiting phase (A)
articulated the purposes identified in Step 1
and identified the existing situation in
terms of realized consequences currently
found to exist in terms of the purposes
sought. The delimiting phase identified the
problem as the gav betveen the purposes
sought by Peru and the existing situation
found in Peru in relation to the purposes.

The diagnostic phase (B) identified and
ineasured, insofar as possible, the failure
elements B(1) causing the problematic gap
between the purposes sought and the conse-
quences experienced. Also, the diagnostic
phase identified and measured insofar as
possihle the success elements B(2) which
prevented the gap from being larger than it
was; that is, it determined why the existing
situation yidded consequences which departed
no further fram the purposes than were ascer-
tained. In other words, the problem could
have been worse.

The remedisl phase (C) of Step 2 was
designed to remove failure elements identi-
fied and measured in the diagnostic phase and
introduced and expanded success elements as
identified in the diagnostic phase or as
developed subsequently. The new structures
then could be appraised in terms of the pur-
poses sought in an ex ante sense through
probabilities expected of the new structure
in dosing the gap between ccnsequences and
purposes.

Step 3. This step based on the findings
in Steps 1 and 2 translated the purposes into
target variables as ends-in-view to be
accomplished by changes in instrumental and
structural variables.

Restating the oconceptual situation
Presented in Step 1 and eaborating Step 3,
we have:
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Yarget Varisbles

(1.0., 2% par capita
grovth in rosl inceme
per year, 31 incresse
in agricultural pro-
ductivity per yosr,
maintain stability
education, housing,
healt’, atc,)

2. [Isstrumsstel Vagisbles ]

(i.0., land reats, intarest
tete, discowat rate,
rates, public outleys, copitel

isvcatasat, etc.)
Structural Vartshles |

(4.0, cights in land
and jobe, rescurce
orgenisation, credit
eystms, market system,
resattionest systes,
labor cystem, otc,)

In Step 3, target variables (1) were
stated for the agricultursl sector as an
integral part ol economic and social develop-
ment of the nation as specific guides and
pgoals directing change within the agricul-
tural sector. These target veriahles
(1) oconsistent with the National Plan of
Peru, would be achieved within the agricul-
tural sector through the means of instrument-
al variables (2) as tods of administrators
of resources both public and private, and
structural variables (3) as structures
fashioned by Decree and Legislation.

Obviously, the instrumental variables
were emabled by the structural variables.
Therefore, the structural variables fashioned
from steps 1 and 2 were basic in providing
the instruments to achieve the targets within
the purposes of economic and social develop-
ment of the nation. At this point, attention
was also accorded the effects of executing
steps 1 and 2 on the nontarget variables as
side effects on other facets of the economy.
While the nontarget variables might have been
Irrdlevant within agriculture, they oould
become relevant to other sectors activated by
side effects of changes within agriculture.
The following step illustrates the type of
structural change which could be fashioned
within the content of agrarian reform in the
Sierra oontributory to the economic and
social development of Peru.

Step 4. In light of the previous three
steps we deduced that agrarian structures
were: (1) variables which were made by
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people and could be eltered by people to
serve human needs (target varishles), (2)
variables which were appraised in terms of
producing oonsequences in line with the
target variahles and (3) variables formulated
by decree and legislation through rational
chaice as the most appropriate administrative
instruments for achieving Peru's economic and
socigl development targets.

Step 4 proceeded with the eaboration of
a schematic diagram exemplary of structural
changes in latifundia agrarian structures of
the Sierra toward the targets within the
econanic and sodal deveopment of Peru, its
people and its resources. Structural changes
regarding minifuirdia were not stressed.

Structural changes in this schematic
diagram were designed te achieve the targets
of (1) incressed annual rate of per apita
real inoore of say two percent, (2) increased
produciivity of warkers in agriculture of say
three percent per year, (3) increased levels
of living of agriculttral workers at an
annual rate of say three percent in relation
to increased productivity, and (4) mainte-
nance of a minimal stability threshold within
the agricultural sector necessary for ordewiy
and persistent development.

In achieving these targets, addilionsl
ands-in-view became obvious either as imple-
menting ends-in-view ar as side effects on
the nontarget varihbles, such as (1) provid-
ing incentives to individuals to improve
their economic and socil status, (2) provid-
ing training in farming techniques and
management, (3) providing health, transporta-
tion, communication and socio-recreationsl
facilities, (4) providing capital in the form
of credit for productive activities,
(5) providing productive nonfarm job oppor-
tunities in rurel and urban areas and sectors
for the unemployed and underemployed inagri-
culture, (6) providing treining so people
oould take advantage of these job opportuni-
ties as created by public and private enter-
prise, (7) preventing "flight capital’ from
leaving the country, and (8) providing for
exogenous as well as endogenous aapital to
enter the economy and be channelled into
investments that would create employment and
maximize labor productivity.

The Figure 1 schematic diagram starts
with the latifundia in the Sierra and the
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Figure 1. Structural Change Model of Agrarian Reform in Peru



workers on this and adjdning land. ‘The

tions emenating from the disposal of funds
~2eased from land as projected into the
ecoiQuiy and compensation to the land owners.
The "iters" designate the relationships and
functions emansting fram the distribution of
land among farm workers and the resulting
production and resource needs.

No. 1 invalves the sale of land by large
land owners to agrarian reform
agencies in terms of oonditions
discussed earlier in this report.
refers to bonds representing the
value of land, created by the
agrarian reform agencies.

refers to receipts for these bonds
extended v the agrarian reform
agencies to lo' . owners.

refers to the bonds channded to
the national planning agency
charged by the government with
natonal planning for devdcp-
"Hlto

refers to concrete plans advanced
by sectors and industries to the
national planning agency.

refers to the process of exchang-
ing the bonds for apital from
international agencies to generate
exogenous capital with the bonds
based aon lands as security.

refer to the low of this exogen-
ous apital fram the international
agencies to the sectors and indus-
tries as allocated by the national
planning agency using the criteria
of (a) jobs created and (b) pro-
ductivity of labor and aapital in
producing products and services
demanded by the economy to pro-
duce growth.

refers to the fact that owners of
land in exchange for their
receipts for bonds (3) would
receive consalidated growth
activiies stocks and/or bonds
representing interest in the
growth activities of Peru and
would be rewarded annuslly by

No. 2

No. 3

No. 4

No. 5

No. 6

K NO. 7-8

No. 9

interest and/or dividends emanat-
ing fran growth of the nonfarm
sectors of the economy.
refers to apital allocated to the
agrarian reform agencies by the
mational planning agencies.
refers to aid in aapital and tech-
nical assistance extended by
international planning agencies.
refers to funds appropriated by
Peru as indicated in 10 above.
refer to private and Peruvian
public capital invested in the
refers to payments by the agrarian
reform agencies to international
agencies to retire the bonds from
funds colected under the lng-
term land credit extended the new
farmers.

Letters A and B refer to applimtions by pro-
spective owners (individuals or
communities) for land and to
reccive credit and titles to land
in units determined by agrarian
reform agencies to be economic in
Sm.

Letters C and H refer to the agrarian reform
and private credt agences that
furnish new owners with technical
assisiance for organing enter-
prises and operating the farm with
improved technalogy and the oper-
ating capital needed to aarry out
this organization and management.
Part of this mpital wil be oon-
sidered social overhead inputs.

Letter D refers to appropriate public agen-
cies which supply needed facili-
ties to the communities,

Letters E and H refer to the new owners who
will be provided access to
factors with operating capital
(c) through cooperative or other
appropriate supply organizations
induding private suppliers.

Letters F and G refer to the farm products
that will be processed and market-
ed through oooperatives, other
marketing organizations and/or
sald to consumers.

Letter I refers to payment by new owners to
retire obligations represented by
land and operating capital.

No. 10

No. 11

No. 12

No. 13-14

No. 15



PART FOUR: AGRARIAN REFORM, AGRICULTURAL

PLANNING AND ECONOMIC DEVELOPMENT IN PERU:

CONTRACT AID/1a40 (10/2/63-12/31/68)

Content of the Report "Agrarian Reform
in Peru," summarizing activities conducted
under Contract ICAC-222% (see Part Three of
this Report), was discussed in detail with
USAID-Peru, U.S. Embassy staff in Peru, and
with many Peruvian officials and staff
members of government agencies and universi-
ties. The Report went through several revi-

During the winter and spring of 1962,
discussions continued between representatives
of the Government of Peru, USAID-Peru, lowa
State University and the University of Iows,
regarding future courses of actin to follow
up activities begun under Coniract ICAC-
2226.

As a result of these discussions, the
government of Peru requasterl AID-Peru to
negotiate the provision of techmical assist-
ance to specific Peruvian agencies by the
lowa Universities. Resvlting from this
request USAID, Iowa State University and the
University of Iowa negotisted Contract
AID/la49 effective October 2, 1962, through
August 31, 1965, and subsequently amended to
antimie through December 31, 1968.

Cantract Objectives

Accarding to the contract, "The overal
objective of the work under this contract is
to plan and develop an agrarian reform and
credit program, nation-wide in scope, but
with special emphasis in Southern Peru, for
the purpose of assisting the agricultural
sectar to develop and to contribute to the
national econamy through achieving signifi-
improving the standard of living of the rural
population in genersl, and of the Indian
communities in pariicular as means toward
economic and social devdopment of the
nation,"

As the work developed under the con-
tract, technical assistance was extended
beyond the Institute of Agrarian Refarm and
Colonization (IRAC) to the newly formed
Nationsl Planning Institute (INP) in order to
integrate the agricultural sectar with other
sectars at the national level.

Procedures and the Chenging
Working Environment

Procedures for pursuing the contract
objectives oonsisted of: Q) studies and
investigations, (2) advising IRAC, the
University of Agriculture, the Agricultural
Development Bank, the Central Planning Board
(which later became INP) and other agencies
engaged in agrarian refarm, econamic develop-
ment, credit and oooperative agencies, and
(3) training and development of Peruvian
personnei.

During the contract negotiations thiough
the contract signing an September 20, 1962,
considerable uncertainties evolved within the
Peruvian government induding annulment of
the July presidential eection with the
Miitary Junta assuming <ontrd of the
government.

Fallowing delay due to the above events,
the Chief of Party, Herbert H. Howel,
arrived in Peru on November 20, 1962 and
started the process of establishing an office
and making contacts with agencies and insti-
tutions concerned with agrarian reform. The
Program Director, John F. Timmons, the Head
of the Department of Econamics, Kerl Foax, and
Professar Erik Thorbecke from Iowa State
University and Assistant Professar Fred L.
Mann from the State University of Iowa,
arrived in Peru the middle of Jamuary to
prepare the progran of work far the period
19631965 in cooperation with Peruvian snd
USAID officials.



In consultation with the AID staff and
representatives of the varibus Peruvian
agencies, the fallowing areas of work were
determined as essential te the purpose of the
contract, induding training, studies, and
consuitation:

() the identification, development and
evaluation of methods of land valuation

(2) special legal studies associated
with agrarian reform

(3) land titles, water use rights,
regis r#icn and recording

&) short and intermediate term  credit
needs and procedures

(5) tarm size, organization and enter-
prise analysis

(6) the land resource base potential
and

(7) cooperative st.uctures in agrarian
reform projects.

These areas were discussed in detal in
the proposed plan of work of the Iowa
Universities Mission submitted to AID and the
Peruvain agencies in February, 1963. The
proposed plan of work was translated into
Spamsh and 100 oopies were distributed to
agencies and individuals in Peru for further
discussion as the besis for future working
arrangements.

Agrarian reform in Peru, under the
Miitary Junta up to July 28, 1963, when the
new government took office, proceeded with
the following actions. First, several signi-
ficant laws were decreed. Second, only the
minimum essential actions which the Junta
felt were necessary to maintain palitical
stability were taken during its period in
power. 'The lowa Mission and their Peruvian
oounterparts proceeded on the work as out-
lined above in the work plans.

Land valuation for purposes of expro-
priation and sale to new land owners had been
the basis of much discussion under agrarian
reform action in Peru. The Decree Law titled
"Bases for Agrarian Reform" and the Regional
Law for La Convencion stated that the valua-
tion should be besed on productivity.
Discussion resuvlted in giving more detailed
attention to several factors in land valua-
ton and especially such items as product-
ivity, labor oosts, management, production
levels and capitslization rates.

The processes of land title transfer,
registration and recording had a most
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important role in agrarian reform.  The
agricultural law advisor (Fred L. Mann), and
the short-term consultant fram the Callege of
Law (Samuel Fshr) worked dosely in the fidd
with the legal staff of IRAC examining the
very detailed and laborious system of proces-
sing the legal documents in giving land
tittes in the La Convencon Valley. As a
result of their work and suggested changes, a
decree law was passed that greatly simplified
the transfer procedure. The new law essen-
tially changed the transactions from a public
transfer to a private transfer of ttle. It
was estimated that the new system, if widely
adopted, would reduce the time and cost of
transfer by approximately 50 percent.

As a result of the fidd observations of
title transfer and registration, the legal
staff of IRAC developed a program of work for
analysis and revision of land title registra-
tion and transfer laws of Peru. The law
advisor worked dosdy with the legal staff
of IRAC in their property transfer work as a
basis for providing background.

With agrarian reform in a political and
dynamic framework in Peru, many decree laws
and supreme decrees were passed and bils
proposed during the year. The agricultural
law advisor spent considerable time in the
analysis of these laws and decrees fram a
legal and operational point of view. This
provided the contract staff and AID with much
needed background, as wdl as providing a
basis for getting the titles studies under-
way.

Most of the activiies in the area of
credit were concerned with attempting to make
the D.L.F. 204 loan operational. The loan
was restricted to use for subloan purposes to
snall farmers for short- and intermediate-
term credit in IRAC projects. With San
Lorenzo being the only active project needing
this type of credit during the report year,
the efforts were confined to examining the
proposed project and attempting to darify
procedures both in AID and IRAC to get
further utilization of the funds.

Several conferences were held with the
offidals of the Agricultural Development
Bank in Lima and at the branch doffices in
Arequipa, Puno, Cuzoo, and Piura to identify
more dearly the credit problens. They
stated that their procedures ssere too slow
and too oostly, especihlly with smal



agriculture loans. The Agricultural Develop-
ment Bank was geared largely to large-scale

agricul _ttmeﬁmncingandfamditdifﬁmﬂt,

to adjust to extensive Snancing of smal
farmers.

During the first year of the ocontract
the mujor effort in training, oonsultation
and studies in farm size, arganization and
enterprise aralysis was under David Brown's
guidnnce, with headquarters at Puno. Brown
was associed with the Agrarian Reform
Department  the Regional Development
Corporation at Puno (CORPUNO) and worked
with the Agricultural Development Benk, SIPA
and the Altiplano University.

With COR PUNO in the process of transfer—
ring hacienda lands to small farms, the need
for input-output data to determine the mini-
mum size and credit requirements of viahle
smull-scale units beceme very apparent.

Results of these activities provided the
oppartunity for Frown to play an active rdle
as a oonsultant to the techm+ans in the
planning of crop and livestock systems. This
efiort also provided the opportunity far the
training of technicians and campesinos in the
decision meking process. The bringing
together of sketchy but basic input-output
data was the starting point for a more com-
prehensive analysis of the econamic poten-
tials of the various areas of Peru. The data
also served as guiddines for development of

Evaluation of the economic potential of
the several proposed settlement and resettle-
ment projects in arder to determine priori-
ties in use of public and private resources
was deveoped with the assistance of Dr.
Melvin Hase. This work oonsisted of
1) becoming famfliar with the data and
studies availabhle and 2) planning the
research analysis of the potential devdop-
ment projects. These induded the La Morada
Valley and Apurimac Valley studies as well as
the preliminery data on the Manu area of the
Madre de Dios River. These aress, all in the
upper Selva, were identified as potential
colorization aress with penetration roads
under construction.

The objective of the cooperative struc-
tures phase of the program was to explare the
possibilities of cooperatives for supplying
productive resources and marketing facilities

in existing and planned agrarian reform
projects induding the fallcwing oconskiera-
tions developed by Lee Kalmer, ISU economist,
and Carlos Chueaa, in charge of marketing and
cooperatives in IRAC: (a) Th ., a plarmed and
aggressive marketing and coor rative program
in agrarian reform projects could buy time in
establishing projects by assuring a better
market and adequate production supplies for
the new land owners at an early stage of the
program. (b) That the government, in the
first stages, would have to act as the
marketing and supply agent but with proper
planning that the logical process would bring
about the establishment of a cooperative
system.  (c) That training programs for
leaders and managers of cooperatives must be
initiated as scon as possible. The lack of
trained managers was probably the higgest
single obstacle to cooperative action in Peru
at the time. (d) That loan capital be made
available to cooperatives to 2nehle them to
perform the marketing functions and still
provide the producer with partial payment
when commodities were ddivered to the
cooperative. In addition, capital was needed
to carry adequate stocks of supplies in the
supply cooperatives.

Under the new government that took
office on July 28, 1963 much emphasis was
placed an econamic development in the agri-
cultural and nonagricultural sectars. An
agrarian reform program was pushed ahead
mainly in southern Peru and in the Central
Sierra  while odlonization activities were
reactivated in the San Lorenzo and Apurimac
Valleys.

In addition, emphasizing agrarin
reform, the Minister of Agriculture strength-
ened the newly formed Directorate of Agricul-
tural Economics (DAE) and established a
strong Sectoral Planning Office. Also of
major significance, the Ministry of Agricul-
ture submitted a major loan application to
AID to provide short- and intermediate-term
credit to the smal- and medium-sized farms
in Peru.

Iowa Mission provided technical advice
and assistance in land reform and credit to
the Instituto de Reform Agraria y Calonia-
con (IRAC), an agency of the National Office
of Agrarian Reform and Pramotiorn, through
studies and develonment of a program in



agrarin reform oonsistent with national
economic growth and a more equitable distri-
bution and effident utiizaton of agricul-
tural resources.

This particular area of concentration
lasted dlightly over a year.

During the first year of the contract,
it became obvious that there was a great lack
of studies and investigations as a basis for
making decisions in agrarian reform and
agricultural development in Peru. In view of
this situation, discussions were opened with
the Ministry of Agriculture (MOA). In March,
1964, plans were develoj~d to prepare a new
program to provide technical assistance in
research and investigation in agricultural
development.

The change in emphasis in 1964, empha-
sized by amendments to Contract AlD/1a-49,
reflected the iollowing changes in the Peru-
vian Government: (1) A new Agrarian Reform
Law was passed by the Peruvian Congress in
May, 1964, (2) A national planning system was
created by the Peruvian Government, (3) The
public agricultural agencies were substan-
tially reorganized.

By mutual agreement between AIDand Iowa
Missiors, in an amendment to the contract in
October, 1964, emphasis was focused upon the
roe of agriculture in the economic and
social growth of Peru.

Technical advice and assistance were
provided to tite Sectoral Planning Office
(OSPA) and the Directorate of Agricultural
Econamics (DAE) in the Ministry of Agricul-
ture, and the National Planning Institute
(INP), as wdl as to the cother Peruvin
agencies when requested.

In the DAE and OSPA in the Ministry of
Agriculture, Iowa Mission hdped to:
(1) formulate pdlicies and investment pro-
grams for agriculture and criteria for allo-
ation of investment within agriculture,
(2) appraise land ownership and operating
credit needs and legal means for defining and
transferring titles to land, (3) analyze
alternative means for achieving and maintain-
ing economic-sized units of agricultural
production, (4) analyze marketing and insti-
tutional arrangements operating between
producer and consumer and supplier and
producer, and (5) develop efficdent and
equitable marketing systems for products.

In the INP, the lowa Mission assisted in
the formulation of economic development plans

for Peru and created economic models which
helped the government of Peru to assess the
effects of altermative alides upon the
varibus sectors cf the economy as well as of
the econamy as a whale.

During the development of the above
areas of work, it became evident that the
nature of the activities of the iowa Univer-
sities Mission to Peru under the AID contract
were much more oriented toward consultat 1
and short-term analysis than was conceived i °
the contract negotiations.

The Institute of Agrarian Reform and
Calonization (IRAC) was basically an action
agency pressed into action by political con-
ditions in the country. Although IRAC had a
studies and planning section to which the
Iowa Mission was attached; lack of manpower,
urgency of the situation pdlitically, and
several reorganizations did not present an
environment favorable to conducting studies.

In addition, adjustments within the AID
Mission associated with the shifting fram a
large direct-hire staff to operating with
oontract groups brought about many changes
fram the original ideas as to what might be
expected fram the oontract staff.  This
resulted in oonflicts with the contract terms
resulting fram the ariginal contract negptia-
tons, which had been carried out with major
emphasis on studies and investigations and
providing graduate training to Peruvian
participants.

The Agrarian Reform Law passed on May
21, 1964, made the following changes in the
administrative structure of public agrarian
reform  sgenicles: (1) IRAC became the
National Office of Agrarian Reform (ONRA).
(2) ONPRA became the Institute of Agrarian
Reform and Promoton (IRPA); the Counci
became the National Agrarian Councl (CNA)
with the Minister of Agriculture as Presi-
dent. (3) IRPA, ONEA and SIPA bemme
administratively dependent an the Ministry
of Agriculture. (4) A newly-created agency,
the Agrarian Reform Finance Corporation
(CFRA), administered all Agrarn reform
funds and was an autonomous agency governed
by the Superior Coundl (CS), of which the
Minister of Finance was President.

On June 8, 19€4, the Nationsl Planning
Institute made pullic a short-run investment
plan oonsisting of two vdumes. These plans
were based on growth rates of 5.5 and 7

percent in the gross national product.



Given these Peruvian changes, work of
the Iowa Mission moved into the following
areas with the attending results.

Mission members in the macroeconamics
and reginal planning sections of the Nation-
al Planning Institute directed their atten-
tion to hdping with the completion of the
short-term investment plan for Peru for
1964-65. Later they hdped in planning the
work to be done in the preparation of the
Medium Term Investment Plan. Eugene Brady
replaced Erik Thorbeci:e as the leader of the
Iowa group in the National Planning Insti-
tute. Under the direction of these two men
and with the assistance of Rene Vandendries
and Apostaos Condos the following areas of
study and investigation ware deveoped with
Peruvian counterparts:

a) Assisting in the completion of the
revisions of the short-term investment plan
for Peru for 1964-65.

b) Canstructin of a policy oriented
macroeconamic modd for Peru.

¢) Generation of reliable historical
relationships among macroeconamic variables.
The relationships were used to hdp in the
development of investment plans.

The work of Iowa technicians in the
National Planning Institute was well received
and the technicians had dose rapport with
their counter-parts.

Mevin Hase and Dean Schreiner
continued to work with the National Office of
Natural Resources, an intituton of the
National Planning system. In addition, they
worked with the new Directorate of Agricul-
tural Economics.

Dean Schreiner was active in assisting
his counterparts in Natural Resources with
the analysis of a land survey made in the
Puno Department. This survey was designed to
determine the characteristics of farms, farm
operatars and farming practices. Estimates

of farm incomes for different sized farms
were generated and velationships of farm
inoxme to land labor and capital were estab-
lished.

In addition, Schreiner assisied in the
preperation of an investment decisions
program designed to maximize income fram the
use of land, water, human and other resources
in the Puno Department. Much of his work was
devated to adapting physical information fram
surveys into an eoonomic framework that
permitted the making of national policy
decisins far resaurce use. The programming
modd, which had been deveopad for this
purpose, was tested by computer technicians
at Iowa State University.

Melvin Hase worked dosely with the
Director of the Natural F.esources Division in
planning for a resowce palicy panning
department. The propsed department was
designed to remedy the deficiency of =&
national palicy entity with respect to
natural resources conservation and deveop-
ment.,
The approval of the new Agrarian R efarm
Law created a milestone in the legal concept
of private ownership of agricultural land in
Peru. The traditional Peruvian concept of
absclute rights to dispose of and utilize
privately-owned agricultural lands virtually
free of contrds was altered within the
bmits of the oonstitutional provisions of
the socil ohbligatins of private property.
The new law essentially granted to the execu-
tive biranch of government the power to decide
whether or not privately owned agricultural
lands were fulfiling their social obliga-
tons. If the docision was negative, the
tenure relationship ocould be altered by
administrative act to conform to criteria set
forth in the law as necessary to fulfil the
social obligation. There were both mandatory
ard indicative criteria in the law which were
to be taken into account by the executive
power when making decisions.

The new law provided the opportunity far
Fred L. Mann, law advisar, and Melvin Hase,
agricultural resource economist, to work on
the development of implementing regulations
for the title and tenure aspects of the law.
This work was carried out both at the initia-
ticn level with ONRA personnel and at the



review levd with members of the national
Agrarian Council. They were assisted by
David Brown and Enrique Vigues.

Of importance also was the work perform-~
od by Mann, Haseand Vigues in reviewing the
proposed law at its varius stages « deve-
opment in Congress and offering suggestions
for improvements. One such suggestion in the
tenure area that was ultinatdy adopted was
that not only should individuals and Indin
comunidades b allowed to become owners of
Agrarian reform lands, but production coop-
eratives of farmers a5 wel. In retrospect,
this was an important addition, oconsidering
the oonstitutional restrictions placed on
land owned by comunidades.

Lehman Fletcher, a short-term consultant
in marketing, helped in evaluating the merits
of marketing studies. He alsc gave assist-
ance in making e diagnostic study of market-
ing in Peru and contributed by advising on
the organizational structure of the Director-
ate of Agricultural Economics.

Dean Schreiner, in oooperation with a
counterpart from the Directorate of Agricul-
tural Economics obtaired and analyzed quanti-
ty and price data for several food products
sdd in the Lima wholesale market. Those and
other availsble data were used to establish
tentative demand perameters for these
products.

Enrique Vigues assisted agricultural
economics personnel with advice and direction
regarding the oollection of basic data to be
used in establiching a marketing system in
the Central Sierra region. He also helped
in making a preliminary study of a coopera-
tive marketing system of the horticultural
products in the Tarma area.

David Brown assisted the personne of
the Stanford Research Institute in a pre-
feasitility study of agribusiness development
in the Tacna area. The study was organized
as a task force and addressed itself towards
the disoovery and evaluation of promising
enterprises for the processing and marketing
of agricultural products in and eround
Tacna.

The new Agrarian Reform Law induded
several artides on the valuation procedure
for Agrarian reform lands and other agricul-
tural assets, both from the viewpaint of
acquisition by ONRA and the transfer to new
owners. Enrique Vigues continued economic

analysis of data obtained in a survey of the
Indian comunidades in the Central Sierra
region that were digible to receive lands
under the reform program being executed
there. Results of this analysis provided
criteria for determining the transfer scheme
of the lands as between amunidades, and the
value at which it should be transferred.

Raymond Beneke assisted in a study of
the laws which spedfied mandatory food crop
quotas to farmers., He presented his condu-
sions to the Directorate of Agricultural
Eoconomics and suggested slternatives to the
present provisions of these laws. In addi-
tion, he advised production econcmics person-
nel on proper research methods for current
and proposed work particularly as it applied
to farm planning. tHe gave saninars and
lectures on numerous occasions and advised
the Director in Agricultural Economics with
regards to the orgenization of his depart-
ment.

David Hrown assisted the production
economics  section in the new Agricultural
Eoonamics Directorate in two major ways. He
participated regularly as a resource person
in the plarning and execution of a highly
successful workshop for about 20 key techni-
dans. He prepared an analytiml structure
for viewing the activities of the new
Directorate and generated a format for out-
lining irdividunl projects.

The lowa Mission, with encmuragement
fram both Peruvian and AID personnd, ocon-
tinued work of financing Agrarian reform and
reating it to industrial development. The
new law induded a chapter creating a special
fund for industrial investments. This was
based largely on a previous study and report
by Base and Mann. Samuel Fahr, short-term
legnl oonsultant, working with Mann and
Hase, as wel as with Peruvian counterparts
in the Direccion de Economia Agraria and the
Banco Industrial developed detailed regula-
tions and internal statutes for the special
fund created by the law.

The Agrarisn-Industrial Trust scheme
received interamerican attention. By invita-
tion, Mann and Base presented a paper at the
OAS AgrarianReform Seminar in Panama in May,
1964. Thereafter, the Ecuadorian Agrarian
Reform Law was adopted and induded various
adaptations of the scheme. Additionally, the
Nicaraguan government expressed interest in



devdoping a similar scheme to be induded in
their law.

Fred Mann assisted the Secretary General
of the newly-created Agrarian Reform Finance
Carporation in developing regulations to
implement the law. This Carporation was
charged with receiving and administering al
funds fron whatever source destined for
Agrarian reform purposes. It issued the
Agrarian debt bonds used to pay far Agrarian
reform lands and was designated titleholder
of such lands until they were redistributed.

The critical path program method was
used by Enrique Vigues for planning three
specific projects of the Central Sierra Land
Reform Program induding (a) inplementation
of the expropriation decree No, 1 (covering
78,000 ha.), (b) establishment of a training
center for farmers, (c) acquisition and
distribution to comuridades of 309,000 ha. of
land.

Similar work wes performed hy David
Brown for the Southern Sierra region. In
addition, David Brown, Enrique Vigues and
Mdvin Hase oontributed lectures on the
application of critical path methods for
agraren reform projects and regional deve-
opment planning.

James Prescott, Raymond BenekeandDean
Schreiner were instrumental in bringing
together personnel fran the Directorste of
Agricultural Economics and computer techni-
cians of the Engineering University. The
group prepared and ran a linear program for a
farm firm. Previously, neither orgranization
had had any experience in this type of work.

James Prescott, working with the
projects section of the National Planning
Institute, prepared a computer program to be
used in the storage and retrieval of data
connected with proposed projects.

In a broad sense the Iowa Mission became
a teaching mission, invalving demonstration,
consultation and formal presentations among
Peruvian staff members in Peru. Menbers of
the Iowa Mission developed working relation-
ships with Peruvian oounterparts in their
research activities.

In addition, there were formal seminars
extending over such topics as linear program-
ming, research methodalogy, production
econamics and agricultural marketing. Typi-
cally, the seminars were with groups of fram

far to tweve technicans who had special
interests in the area under discussion.
Twenty seminamrs were hdd for educational

Erik Thorbecke with assistance of
Stephen McGaughey and Renee Vandendries
prepared an anlysis of "The Macroeconamic
Implications of and the Cost of Financing
Agrm'ianRet'cnminPeru."l The purpoee of
this analysis was twofald; first, to derive
estimates of the cost of financing agrarin
reform in Peru; and second, to examine the
feasibility of lJand transfers in the light of
the present and expected future macroeconanic
(and fiscal) conditions underlying the Peru-
vian econamy.

The first magnitude estimated was the
value of the lnd subject to tronsfer of
ownership (either through expropriatin a
voluntary sale). In order to make this
estimate, the average value per hectare of
cultivated and cultivable land and of natural
pasture was estimated. The procedure was to
use data fraom the Census of Agriculture in
arder to divide land into these two aategor-
ies, by Departments.

The next step consisted of estimating
the total land area subject to expropriation.
The proposed governmernt bill was selected as
a starting point because it was more explicit
than the others and because it reflected the
view of the party in power.

On the basis of the progressive expro-
priation scale contained in the proposed law
and the 196 Agricultural Census btreakdown by
gize groups and by types of land, the total
amount of land subject to expropriation was
computed. Since the Census breakdown did not
correspond to the smle contained in the law,
a number of assumptions and judgments had to
be made which were explicitly stated in the

The total amount of cultivatzd land
(tierras arables o de labranza a«d cultivos
permanentes) was 407,000 hectares, and the
total cultivable Jand not cultivated (tierras
cutivebles no trabajpdas) amounted to
1,336.000 hectares. Thus, a total of

Unternational Studies in Economics.
Peru Program Monograph No. 3, lowa State
University, Ames, lowa. January, 1966.



1,743,000 hectares of cultivated and cultiv-
able land were estimated.

The total amount of natural pasture land
was estimated at three milion hectares.

The total value of land subject to
expropriation estimated on the baesis of the
above procedure amounted to 8.25 billion
soles (1743 thousand ha. at 4429 sdles per
ha. = 7.72 billion sales + 3000 thousand ha.
at 176 soles per ha, = 0.53 billion sales).

Allowance was made for Indian community
land induded in the preceding computations,
since t was in most cases not subject to
expropriation. The great bulk of community
land consisted of natural pastures. However,
the above results would be only marginally
altered if the value of cammunity land were
excluded.

As a roagh approximation, 8.25 bilion
sales (US$308 milion) represented the total
value of the land subject to expropriation
under the government sponsored bil.

The procediure which the law envisaged
for land transfer and land financing was to
compensate present landlords by means of
bonds arrying an interest rate of five
percent and amortizable in 20 years by annual
lottery drawings (Ar. 42). On the cther
hand, the new landowners would pay for their
land over a period of not less than 20 years
and be charged an interest rate of two per-
cent per annum.,

Thus, if the repayment scheme of the new
landlords took place over a term of exactly
2 years, the government would not need any
funds for land transfer purposes, since every
year the inflow of funds from the new land-
owners would be equal to the redemption of
bonds. The only direct cost attributable to
land transfer as such would be the interest
rate differential of three percent (the five
percent payment to bond halders minus the two
percent earnings from new landowners).

There were, of ocourse, a number of
indiret costs which had to be incurred
simultaneously with land transfers and which
were basic to the success of agrarian
reforms. In any cose, the fiscal implim-
tions in terms of the government receipts and
payments on principal and interest resulting
frum land transfers over time could be deter-
mined. It was necessary to make such aalcu-
latbns in order to evaluate the financial
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feasibilty of a land reform program and to
assess the capacity of a country to complete
this type of program.

An attempt at determining the quantita-
tive effects of land transfer on the govern-
ment's budget was based on the folowing
assumptions:

1. The total value of the land subject
to expropriation amounted to 10 bilion
sales. This figure was slightly higher than
the amount arrived at above. Reasons for
sdecting 10 as opposed to 8.25 billion
soles, provided a margin for (1) the adminis-
trative oosts of executing the program,
(2) same of the essential inputs and services
to the new settlers, and (3) a dlight cushion
agpinst possible inflationary pressures which
would reduce the purchasing power of the land
bonds.
2. Land would be transferred over a
10-year period, so that each year one bilion
sales worth of land would change ownership;
therefore, bonds totaling one billion sdes
would be issued annually for 10 years.

3. These bonds would be redeemed overa
20~year period fram their date of issue and
carry a five percent interest rate.

4, The new landowners would purchase
their Jand over a 30-year period and pay two
percent an the unpaid balance. It appeared
reglistic to provide for a four-year "grace
period" before the new landowners started
repaying the principal of their land. It was
assumed, however, that they would pay the
interest charges fiom the beginning.

On the basis of these assumptions, the
fiscal impliations of this land transfer
scheme could be warked out over time. Under
this scheme, annual outlays of the governinent
for land transfer purposes would increase
between Year 0 and Year 9, at which time they
would reach a peak of 451.5 milion toles
(US$16.85 million). After that, outlays
dedined gradually unti Year 22 (43.3
milions sdes). In Year 23, the cutflow
would be replaced by an inflow which would
keep increasing on a level of 383.33 nillion
soles in Year 30. From that time nn, the
inflow would dedline continuwously to zero in
Year 43.

It would seem that the magnitude of
these figures was well within the fiscal

apadty of the country. The total public
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expenditures for 1962 and 1963 amounted to
approximatdy 15 and 16.5 billion sdes (at
1960 prices), respectivdy. The National
Planning Institute projected total public
outlays in 1970 at 3 bilion sdes (at 1960
prices) and public investment in agriculture
of 3 billion sdes. There would, therefore,
appear to be little doubt that the above land
transfer scheme was feasible from a fiscal
standpaint with the highest net public out-
lays oocurring in Year 9 and representing
less than two percent o projected total
government expenditures.

Indirect oosts of land reform have so
far been ignored. Before a rough estimate of
these costs could he made, it seemed essen-
tial to attempt to estimate the mumber of
famillies which might be invaved in the
resettlement process. The total population
employed in agriculture was 1.6 milion,
according to the 1961 Census. A fairly
reasongble assumption was that a farm family
oonsisted o approximatdy 1.6 employed
persons (i.e., between four and five persons
in total)e Thus, the txal number of farm
f. nilies might amount to approximately one
million.

The government sponsored law was quite
vagiie with respect to determination of the
average size of farms made avaiable to the
new owners. The main criterion in determing-
tion of the size seemed to be labor employ-
ment. In other words, tho size of the farm
should be such that except in peak harvest
periods only family labor would be employad.
Another criterion governing farm size was
that the farm income be above the strict
subsistence level.

These criteria are indeed quite vague
and therefore very difficult to translate
into quantitative terms.  Another factor
which further inc:ased the task of estimat-
ing aversge farm sizes—corresponding to the
preceding criteria—was the great diversity
of land types and productive conditions
throughout Peru.

As a very rough approximation it was
assumed that the average size farm would vary
between 10 and 15 hectares for cultivated and
cultivable land end between 100 and 150
hectares for natural pastures. On the basis
of these judgments it was possible to esti-

ate the order of magnitude of the number of
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families which could be resettled. The total
land area subject to exproprition in
cutivated and cultivatable land was esti-
mated at 1,743,000 hectares, whie the
estimate for natural pastures was 3,000,000
hectares. Using the above estirates meant
that, respuctively, between 16,200 and
174,300 families could be granted new owner-
ship on the former type land and between
20,000 and 30,000 on the latter type land.
Since the land transfer process was assumed
to teke 10 years, it meant that between
13,62 and 20,430 femilies could be resettled
every year for 10 years.

A first observation suggested by these
last data was that the land refarm scheme
affected only between 13.6 percent and 20.4
percent of the total farm families in Peru.
Secondly, these estimates further strengthen-
ed the slmost self-evidence presumption that
the employment alternatives in Peruvian
agriculture and more generally in the agri-
cutural sectors of the lesser developed
oountries were very limiteu.

A land reform scheme is not a panacea,
yidding a saution to population pressures
in agriculture, and it is not a substitute
for a  wdl-conceved  industrialization
scheme. Land reform can be successful and
contribute to economic development only if it
is undertaken jaintly with investment pro-
grams in the nonagricultural sectars which
may over time provide employment opportuni-
ties for the unemployed or disguised-unem-
ployed labce force in agriculture. It hes
been the experience of almost every oountry
that, throughout the process of econamic
development, the proportion of the labor
force employed in agriculture has dedined
significantlty. The surplus labor farce in
agticulture has to be absarbed by the
nonagricutural sectors if the econamy is to
grow over time.

Estimating the indirect costs previously
mentioned as connected with agrarian reform
was as difficult and as rirky as estimating
the average farm size. These costs incuded
() short-tem production credit to purchase
inputs such as fertilizer, insecticides,
seeds, and cattle; (2) medium- or long-term
caredit for oonstruction, irrigation, farm
mprovement and other purposes; and
(3) public  expenditures for technical



assistance extension and the buiding of
necessary social overhead capital projects.
A tentative estimmate of at least the first
two types of indirect costs—based partially
on amounts requested by the Institute of
Agrarian Reform and Calonization (IRAC) fram
AID for credit to small farmers—was around
$1,000 per family. Roughly one-half the
amount went for short-term production credit
and the other half for medium- and long-term
credit. The first type of credit was revalv-
ing, whereas the second type had to be con-
sidered &s a public investment in agricul-
ture.

It was assumed that (1) the short-term
production credit became part of a revalving
fund available on a continuous baesis to the
same number of farmers; and (2) the medium-
and long-term credit was made available only
once to each new landlord. It followed that
the government had to provide each year for
10 years an additional $13.6 milion to $20.4
million. Half of this sum became part of the
revaving tund for short-term production
credit, whereas the other half had to be
repaid over a longer period of time and might
even, in a number of cases, be charged to
public investment in soclal overhead
capital.

The above estimates of the indirect
costs of agrarian reform were highly tenta-
tive. It appeared, nevertheless, that they
reflected roughly the order of magnitude
involved.

A great deal of research was necessary
before these costs could be measured with
same degree of confidence. Here again, the
regional and agricultural conditions were so
diverse that it seemed worthwhie to design
a stratified sampling survey to attempt to
obtain more rdiable information.

The first condusion which was reached
on the basis of the preceding analysis was
that the land transfer process was feasible
fran a fiscal standpaint if it were spread
over a 10-year period. Secondly, it appeared
on the besis of very limited information,
that the burden of the indirect costs of
agrarian reforms could also be carried by the
government.

The Agrarian-Industrial Investment Trust
was developed by Melvin Hase and Fred Mann
from ideas presented in the report of the
initial contract. This was one of the major
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problems studied by Iowa Mission personnel.
This work deslt with the problem of financing
the land transfer portion of agrarian reform.
But it also encompassed disguised problems of
flight capitai, inflation, and shortage of
domestic capital for financing expansion of
the industrial sector of the economy. The
problem was further differentieted from those
in the U.S. by a general lack of 1) knowledge
of and experience with mutual funds,
2) iegislative protection for minority share-
halders, 3) confidence in government bonds,
and 4) recognition that the welfare of one
group did not always have to be improved at
the expense of another cne.

One method introduced to the Peruvians
for agrarin :eform analysis by Hase and
Vigues was Critical Path ing. Known
in the U.S. as the Critical Path Method and
Performance Evaluation Review Technique
(PERT), it proved useful where 1) time delays
were commonplace, and 2) planning horizons
tended to be relativly short. By analyzing
each step of a development project in terms
of the time most Lkely needed to complete
it, the procedure allowed an analyst to
anticipate the bottlenecks most likely to
delay completion of the project. Subsequent-
ly, resources ould be shifted so that
completion of the project would be expedited.
In short, it provided a means of directly
focusing on procedures for speeding-up the
eccnamic  development process—one of the
basic reasons for the U.S. foreign aid pro-

gram,

In its applimtion to two agrarin
reform projects and one large-scale research
project in Peru, it broadened the horimns of
the project managers to enable them to see
all of the steps invdved in their programs.
However, this was but a small portion of the
contribution.  When it was utlized in its
entirety, i.e., when time estimates were made
to determine the critical path, it was
employed as a contrd device in reducing the
time required to accomplish economic develop-
ment objectives.

Regional applications of linear program-
ming were introduced to the Peruvians based
upon experiences in the U.S. In Peru, there
were several reasons that application of this
alloative technique had special merit.
First, there were large aress of undeveloped
land thet could be planned for optimum



resource use without regard to farm bounda-
ries, preferences of estahblished farmers, and
estgblished customs. Second, and most
important, the shortage of agricultural
economists made it imperative that an area
rather than an individual farm be given
omnsideration as the planning unit. If a
significant quantity of agricultural resourc-
&wenetobenﬂudedma;imuungeffort
to improve the efﬁdemy of their use,
regional application of linear programming
appeared to constitute a logical approach.

Although applied in a sanewhat oversim-
plified way, the use of linear programming in
planning the Perene-Satipo-Ene Calonization
Project served as an illustration of the
ocontribution of the technique. This tech-
nique oould be applied not anly to one
project, as in this mase, but also to several
projects competing for the use of a limited
amount of development capital. The results
provided direction for the improved alloca-
tion of loan funds end technical assistance
personnel. Further, the regional planning of
resource use with this toal could be done in
such a way as to combine several separate
feasibility studies, e.g., studies for credit
for colonization projects and highway feasi-
hility studies.

Education about the capability of tech-
niques such as the regional applimtion of
linear programming, increased their accept-
ance. Encouraging in this regard was the
growing recognition that an allocation
problem existed with respect to the use of
foreign aid funds. This awareress, coupled
with the expending aapabiity of Peruvian
technichns to undertake linear programming
problems, resulted in the improved use of
domestic and international resources in
Peru's development process.

Land title registration problems empha-
sized in the report an Contract [eAC-2226,
1961, discussed in Part 3 above, became even
more important as legidation pointed to
imminent reforms in land holding. According-
ly, Sam Fahr and Herbert Samerwitz launched
investigations on land titles.

As stated by Samuel Fahrl,

ISamudl Fahr. "Final Report," I
Peru Program Staff Repart No. 30, Iowa State
University, Ames, Iowa. August 8, 1967.

"The opinion of every Peruvian I discus-
sed the protlem with was the same: The
present system of land title registration is
inadequate, unrdiable, time-consuming, and
expensive. Likewise, in this report I shal
gimply say that Dr. Samerwitz and I ware
oconvinced that we ought to recommend that
Peru adopt a tailormade versim of the
Tarrens System; the latter is fully described
in our publimtion. The essence of it is
this, that in place of the present woluntary
separate registration of individual land
transactions without any guarantee as to al
the rights existing in the land (many of
which may be totaly unregistered) our
versbn of the Tarrens System prescribes a
title certifimte on which all essential
nghtsandutemstsmmtappear a be
invalid (except in case of fraud). Thus the
certificate is the title, recites all exist-
ing rights and interests and may be fully
relied on by all. After much thought we felt
it best o make registration mandatary, at
leest after a period of time.

"Building upon the earlier work of Dr.
Samerwitz, we drafted a series of changes to
the Peruvian Codigo Civil; we tried to make
as few changes as possible and to confine our
suggestions wherever we could to existing
law, practice, and institutions. Using the
same philosophy we also drafted a complete
set of Reglam entos to aarry out our propos-
als. In addition we wrote an explanation of
the Torrens System, together with a discus-
gion of the chief technical objection we met,
which was that it could not succeed without
adastral maps. All these documents are now
to be had in dittoed form in both Spenish and
English."

Also, Dgle B. Furnish prepared & guide
to Peruvien legal dispositions for use in
developing econamic policy orientations. 2
This guide was useful in Agrarian refom
policy and also in the work an price policy
which was undertaken.

2Dale B. Furnish, "An Economic Devel-

oper’s Guide to Peruvian Legal Dispositions, "
Special Reports. Iowa Missibn. lowa-Peru
Programs Special Report No. 1, Revised Edi-
ton. lowa Mission. Lima, Peru. May,
1968.



"The hierarchy of Peruvian nationsal laws
is made up of three categories, or seven
distinct levels. Two other sources of writte
wri naw must figure in any consideration of
legal precedents in Peru: international
agreements and munidpal acts. The former
probahly represent the highest leva which
aan affect Peruvien affairs, whie the latter
rank below the lowest national administrative
w.

"Thus, the hierarchy of written laws for
Peru might be illustrated this way, starting
at the highest source:

L.
II.

International Agreements

National Laws

A. Constitution

B. Congressional Legisiation

C. Administrative Acts
1.- Decretos Supremos
2.- Resoluciones Supremas
3.- Resolucibnes Ministeriales
4.~ Resoluciones Directoriales
9.~ Other Written Dispositions

Municipal Acts

"In considering Peruvian government and
laws, one should always remember that the
Peruvian Constitution is written in such a
way that the Legislature should have most of
the real power. In Peru, palitical commenta-
tors and other knowledgeable people generally
refer to the Congress as the "First Power of
the State." WNeither the Executive nor the
Judichry exercises a true constitutional
check against the legidlative will. There is
no veto by the President against bils
approved in Congr%s. There is no tradi~
tion of judicial review by which the Supreme
Court might safeguaxd the integrity of the
Constitution against improper laws. If the
Legislsture wishes to enact a law, no matter
how dearly agninst the dictates of the
Constitution it may be, there is no one who
can prevent them from doing so. In effect,
this means that whie legislative acts are
supposed to be subservient to the Constitu-
tion they may in practice rank ahead of it.

"The controlling party in Legidlature
has usually been the same as the party of the
Executive. At other times, the Congressional
majority has not been free to exercise its
Constitutional powers.  Extra-constitutional

III.
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regimes have aoften governed without allowing
the Legislature to legislate.

"Understandably, the present majority
opposition in the legidlature may not feel a
responsibility to cooperate with the execu-
tive when past executives have usurped its
powers. Such a mgjority has nether the
tradmnmrexpemwed‘theoonceptd‘a
"loyal opposition". Often it wil obstruct
purdy for the chance to land a blow against
the other party. A salient example ic the
prwent Legislature's use of is censum:

aﬁalnst Ministers of the President's
Cabmet

"Faced with an unfriendly and intract-
able Congress, the Executive may push its own
programs and polides through its administra-
tive acts. The Executive is supposed to act
whally within the guidelines set for & by

Congress. It is supposed to apply the law
and fill in the vacandes in the islative
acts, but not to create its own land.4 The

line between implementation and creation is a
very fine one, however. A vigorous Execu-
tive may utlize the administration acts as

lThe Parfiement can remove a Minister
for virtually any reason which suits it. See
Constitution, arts. 169-73. Urder these
artides the Congress must interpelar, or
formully l, a Minister before & for
testinony. If a Minister appears in Congrass
for any reason other than the int
he is not subject to censure. mtwhenhels
censured on the basis of his interpelacion
presentation, he must immeditely resign.
Almost any pretext for censure may be employ-
ed. A Minister of Edumtion was censured in
1966 for using improper language in addres-
sing the Congress when he replied vigorously
to sharp questions from the legislatars.

ZSee Constitution, art. 154, inc. 8.
The problems of execution of laws are not
new. A very early law considered that Con-
gress had passed laws which the Executive had
not applied even though five years had pas-
sed. The law provided in its first artide,
"El Ejectivo procedera inmediatamente a dar
exacto y puntual cumplimiento a todas las
leyes publicadas para la marcha de reginen
constitutional." Ley of 1 August 183.



the one means it has of exercigsing real
initiatives and truly running the State.

"Executive Jaw is often written by tech-
nicans whose skills lie in their own fidds
of specilization, not in law. The resulting
laws may often oonflit with legislative
acts, perhaps because the men who draft them
work for an activist Executive and are not
primarily concerned with the niceties of law,
but rather its besic effect. Given such a
situation the Peruvian may ignore the option
of taking his mse to court for a judidal
determination, choosing instead to work to
get a specil Executive awf. pramulgated to
achieve the desired legal aiect. Where
feasible, the pressure for spocial considera-
tion may be directed at Cangress rather thun
the Executive. Such vigorous use of influ-
ence, or vara, is by no means remarkahle or
inexplicable, nor even necessarily undesir-
able in all cases. In Peru, the citizen who
wants a law affecting economics ar commerce
changed is likely to have the power and per-
sonal contacts to do s0, and wil not be
timid about using them. Even if a person
were without strong personsl influence but
had a legitimate economic or social
in favar of his desired action would have a
good chance of getting the Executive or the
Legidature to listen to hin and act in his
favar, without the money and time required
for a lawsuit.

"The tendency to try to change laws
rather than test them in court is encouraged
by the fact that the Supreme Court has never
dedared a law mull and void because it is
unconstitutional.  Neither does a dedded
court case stand as a reassuring precedent
upon which a party can bese future conduct; a
law does. For this reason the hierarchy of
laws is extremely important in Peru. It is
dearly recognized by al, even if it is not
observed absalutely."

Price Policies for Major Food Crops

Beef, rice and mik, three of the most
impartant food consumption products, were
studied by the lowa Mission in assigting the
work of the Carporacion Nacional de Abasteci-
mientos del Peru (CONAP). Findings of the
beef study by Geoffrey Shepherd and Dale

Furnish are summarized.!

Beef was then, as now, the most impor-
tant meat in Peru. Beef production was about
double the production of pork, and pork in
turn was about douhle the production of each
of the other important kinds of meat.

The demand for beef in Peru was expand-
more rapidly than domestic production had
been able to supply. Peru did not have as
extensive beef producing resources as same of
its neighbars. Accordingly, beef prices in
Peru had been rising more rapidly than the
oost of living, and beef imports had been
increasing to fill the gap.

The policy of free imports’’ m was
modified by a nominal import tarift and by
variable payments by importers of 75 percent
of the difference between current prices and
Argentine and Colambian prices in January,
1968. The purposes of this varihle levy
were in effect to partialy stabilize Peru-
vian prices.

Internally, municipal contrds over the
flow of livestock, as at Trujillo and
Arequipa, impeded supply and demand. Abali-
tion of these contrds would increase market-
ing effidency. So would the abalition of
price contrals within individual markets, to
the benefit of beth producers and consumers.

Another fictor in mecketing efficiency
was the location of slaughtering pants. In
sane countries, # was most efficient to
locate the plants out in the cattle producing
aress; in other countries, it was better to
locate them dose to the dties. In Peru,
most of the feedlots for finishing (fatten-
ing) cattle were located dose to the large
cities; the feedlots and the consuming
centers were dose together, so the plants
could be located close to both.

With more modern production techndogy
and free marketing, efficient beef producers,
located on efficient ranches and farms, would
be able to deveop their industry and
prosper. Those who could not would do better

lGeoffrey Shepherd and Dale Furnish,
"Price Policy for Beef in Peru." Specil
Reports. Iowa Mission. Iowa—Peru
Special Report No. 8. Lima, Peru. Apri,
1968.



to produce other products than beef. They
and the nation would both be better off,

Contrdlling prices at whalesale. Before
the devaluaton of the sa in August, 1967,
CONAP controlled beef prices at the wholesale
levd by contralling the quantity of imports.
At times, it imported live beef attle
itsdf. But after the devaluation and the
appointment of @ new Minister of Agriculture,
Degree 219-A of December 29, 1967, estahlish-
ed free importation of beef. Wholesale beef
prices in Lima became practially equai to the
world (import) price levd, except for a
nominal tax per head and a variable levy
equal to 75 percent of any dedine below
Argentine and Cdombian beef prices in
dJanuary, 1968. The purpose was nct to raise
or lower prices, but to stabilize them, and
to permit the importers to regulate the
competition among themselves. The Lima
municipal officels then simply supervised
the mark-up from wholesale to retail prices
at S/.2.5 per kilo.

In smaller cties in the cuntry, the
muricipal authorities consciously kept whole-
sale prices low, to benefit their consumers.
They tried to keep these prices below prices
in Lima minus freight to Lima, by refusing to
let livestock shipments through. They forced
the truckers to sdl the aattle in ther
cty; they kept the wholesale prices low by
keeping the supply artificially high.

At one paint, the Garita de Contrd de
Viru at Trujllo ordered that 15 percent of
the cattle that passed through there be
retained. Truck dnvers who did not comply
were heavily fined. 1 Similar  events
happened in Arequipa.

All this was contrary to Art. 48 of Law
16727, which established free transit for all
kinds of agricultural produce in Peru and
exonerated than from taxes.

Contrd over transit, taxes, and prices
exercised by municipalities interfered with a
free market and acted as a drag on produc-
tion. The power to contra prices belonged
properly to the central government.

Contralling prices at retgl. It was
difficult to contra prices effidently or
accuratdy at the retai levd.

Ya Prensa, 1/11/67 and 2/11/67.

A beef carcass was cut up into dozens of
retall cuts, al with different values, and
all sdling at different prices. It was
difficult enough for a large supermarket or
chain of supermarkets to set the retai
prices for these different cuts at levels
that would keep them all moving at the right
speed (s0 as to avad guts or smarcities)
and come out with the right average price to
ver osts and the price paid at whdesale.
How could a small puesto operator do this job
accurately, with practically no records, and
only a market inspector looking over his
shoulder? How would he charge the right
prices for lamo, chuck, oxtais, etc., so
that the weighted average price would cover
his costs and the price he paid for the
aarcass? And how oould the market inspector
check up on him if he did not comply? These
questions posed difficult problems.

The system was inefficdent and out-of-
date. The consumer and the retailers would
have been better served by a free market that
permitted efficient retallers to develop
their business and narrowed their marketing
margins. In devdoped oountries, these
margins had been reduced from 25 percent or
more over the preceding 15 years to 18 per-
cent ar less, yet they still provided normal
profits, an an increasing valume of business.
Moreover, Peruvian retail - markets ould
greatly reduce the cost of their then system
of inspectors; this would reduce marketing
margins further, to the benefit of producers
and consumers.

'The full maximization of beef production
and consumption required many changes in the
rest of the economy, which were needed for
sociological, welfare, nutritional and other
reasons as well as economic ones, induding a
less wmeven distribution of income, land
tenure reforms, a higher levd of general
education, higher levds of sanitation, and
other reasons.

Alternative solutions to rice marketing
problems were analyzed by Geoffrey Shepherd,
Gustavo Prochazka T., and Dale Furnish, and
examined with the following condusions. 2

2Geoffrey Shepherd, Gustavo Prochazka
T., and Dale Furnish, "Rice Marketing
Problems and Alternative Salutions." Special



Rice was ane of the basic foods in the
Peruvian diet, espechlly in Greater Lima,
where per capita consumption of rice could
reach 60 kilos per year. Rice was a popular
food because it gave the consumer a high food
value for a low price.

Rice had been a problem in Peruvian
agriculture in recent years. Like many other
basic food products, rice was subject tc two
oonflicting pressures: (1) producer prices
needed to be maintsined as high as possible
because increased production was needed but
(2) consumer prices needed tc be kept as low
as possible.

The government-contraled single-price
marketing system for rice provided little ar
no reward or incentive for producing high
quality rice, except by subterfuge. This
retarded production, milling, and consump-
tion, with adverse effects al around.
Initial steps toward a nixed government and
free-enterprise system could lead to the
complete eimination of the government fram
rice marketing.

Shepherd et al, outlined the fallowing
specific alternatives that ocould be taken,
and the costs and benefits to be expected
fram each:

Abdlish milling quotas. Miling quotas
reduced oompetiion among the millers.
Abdlishing the quotas would cause the millers
to compete openly for the farmer's rice, and
pay premiums for the higher grade in line
with their higher values.

These higher prices would stimulate
farmers to produce more and better. They
would also provide higher grade rice for
high-income consumers, and lower grade rice
at lower prices for low-income consumers, so
they would all be betier off. And imports of
rice could be reduced, with a saving of
foreign exchange.

At the same time, the mills could be
paid higher compensation for their work,
allowing them to modernize their physical
plants. Quotas might be used as an incen-
tive, awarded only to mills which would meet
high standards of equipment and performance.

Reports, Iowa Mission. Iowa-Peru Program
Special Report No. 6. Lima, Peru. November,
19717,

This would encourage higher performance,

rather than protecting weaker members,
Grade specifications. The quality and

value of rice was determined by two condi-

tions:

() By the way i was produced—its
variecy, stage of maturity, plumpness,
length, purity (freedom fram other varieties,
tresh, mold, etc.) taste, odor, and percent-
age of milled grein that the rough rice
yidded.

(2) By the wayv it was miled—the per-
centage of the trown skin that was removed,
the percentage of the grain that was broken,
the size of the broken pieces, purity, length
of time after miliing (the surface of miled
rice deteriorated with age) and so forth.

Acoordingly, two sets of grade specifi-
aations were needed for rice—ane set for
rough rice (en cascara) fran fanvers to rice
mills, and another set for milled rice fram
mills to consumers.

At the time, there were about 15 commer-
cal varieties of rice in Peru and they
appealed in different ways to different
ent kinds of rice—sticky rice, long rie,
ghort rice, eic. So one of the first things
to be specified was the variety of the rice.

The other characteristics were mare
technical. The specifications used in the
United States were given as an example. They
would need to be samewhat different for Peru-
vian rice; i.e., adapted to the specal
characteristics in Peru.

If a simpler set of specifications could
have been developed in Peru, it could have
been applied through oconferences among
producers, milers, wholesalers, retsilers,
consumers, rice specilists fran the Univer-
gities of La Malina and Lambayeque and rice
marketing administrators fram the government
agencies concerned.

The reparts of such conferences, the set
of grade specifications, and the reasons for
their use, would have had the greatest impact
upon all parties concerned if they were wide-
ly publicized and if the simple screening and
weighing equipment required were provided at
oost,

Get prades into use. It was one thing
to provide grade specifiations. It was
quite another to get them widely used. Most




farmers were not used to grades, and many
traders preferred to buy and sell with the
minimum use of objective standards and the
maximum use of subjective cbfuscation.

The first step in putting the grading
system into effect would be to offer grading
sinply as a service, when requested. When-
ever a sdler was not sure that he was being
d‘fe‘edallt?mtlﬁsrioewasworth, he could
ask for the government to grade it. Then if
the buyer had been offering less than the
rice was worth, as established by the offi-
cil grade, and if competition existed among
the buyers, another buyer would be ahle to
outbid the first one and the sdler would get
more nearly the full value of the rice.

Experience would show whether this "as
requested” system of grading would work, or
whether offidal grading would need to be
required for all rice transactions.

In either ase, positive steps would
have had to be taken to keep the government
graders accurate and honest. It would have
beeneasyfcx'meg-adertoﬁwora]arge
rice producer, or mils, or other merchant
for subjective reasons.

This danger could be avaided, as it had
been in the United States and other coun-
tries, with other products as well as rice,
by setting up ‘inspectors of inspectors.”
One sample of each It of rice graded would
be given to the seller, one to the buyer, and
another sent in to the "inspector of inspect-
ars," the head grader in Lima. Any grader
who was not daing an accurate job, intention-
ally or unintentionally, would be detected
and reprimanded. If he did not change his
ways, he would be replaced.

An adequate budget would be needed, to
provide trained graders to do the job well.
Butitwasanessmtblmponsﬂ)ﬂityofme
government to provide and enforce honest
grades, as well as honest weights and
measures.

Keep governmental guaranteed prices.
Government guaranteed prices were often
called "incentive prices." They provided an
incentive for farmers to produce to the
maximum, unhibited by concern that open-mar—
ket prices would turn out to be low when the
crop was ready for market. Most economists
believed that farmers would produce more for

a price that was specified and guaranteed in

advance than they would for an unknown and
varhﬂepa‘he—-evmﬂmghmelmlcmnlrice
would actually avarage as muc as the guaran-
twim'

Experience in a number of ather coun-
tries, induding the United States, Vene-
zuela, and Japan, showed that setting the
guaranteed price above the open-market price
distorted production, and led to the accumu-
lation of large surpluses of government
ownership, or to the burden of large subsi-
dies. Setting the guarenteed price at the
open-market price leve, however, avuided
this danger. It permitted the government to
acquire stocks when supplies were large, and
return them to the market when supplies were
amall,

After the government bad had same
experienc? with this, it could proceed to a
more sophisticmted stage, and put a normal
seasonal price movement into is guaranteed
pﬁce,equaltothecnstd‘stomgeoverthe
seasonal period.

A similar result could b= obtained more
sinply by setting the government price same-
what below the avarage open-market price for
the year (or a longer period) and letting; the
open market reise the price later in the
season to cover the cost of storage.

Tkmestoragemeﬂbdscmﬂdbeusedonly
with durable crops like rice, beans, wheat,
etc., and not for perishahle aops like
tomatoes.

Set _government prices at the farm, at
whilesale, at retall, or all thres. The
simplest way to fix the price of a famm
product was to set it at wholesale,

The reason for this was that wholesale
markets were usually lomted at a central
paint, or at a small number of central
points. The number of wholesalers was small
compared with the nanber of farmers, country
markets, consumers, and retail markets, and
the quantities per wholesaler were large.
Thus & was reativdy simple to police
(enfarce) the fixed prices on a small number
of wholesalers gathered together at ane paint
ar a few paints, dose to the seat of govern-
m!t.

The shortcoming of this system was that
thefanners}Hdmassm-ancet}nttheywomﬂd
get the price that corresponded to the fixed
whalesale price (minus shipping and handling




charges from their farm to the central
market). Farmers could depend anly on the
competition of the open market and their own
business acumen. Both of these were often
not very adegste; in fact, this was ane of
the reasons for fixing prices in the first
place.

Acoordingly, there were strong econamic
and palitical reasons for setting prices at
the farm. Whether the governmert oould
manage to do so depended upon how the rice
was produced, as well as upon the financial
power and technical competence of the govern-
ment.

If a product was produced by a few large
producers, the job of fixing prices at the
farm was relatively easy. It required only a
few government inspectors. But also, in that
case, the job was less necessary, because the
few large producers were likdy to be ahle to
get all that their product was worth in the
market by themselves.

Conversdly, if the crop was produced by
many small farmers, the job was more diffi-
cult, but it was also more necessary.

Peru's experiences with beans were
perhaps a useful guide for rice. The Peru-
vian government located local country buyers,
who bought only a smell part of the crop at
the government fixed price. But the price
was set at about the open-market level, and a
buyer who offered less than the beans were
worth knew that farmess would not sel to
him, so the government buying program effec-
tivdy set the price for the whale arop, even
though the government bought only a smal
part of the crop.

Set different government prices for
different grades. The single government
price for rice provided no incentive for
farmers to produce superior qualty rice, nor
for millers to mill it. This is one reason
why the grade of domestic rice traditionally
had been low.

Superior quality rice was worth more
than common quality rice, so in previous
years millers had been paying extra-official
premiums to farmers for superior quality
rice, and indulging in various practices to
skim off the best quality rice for their own
use; then they could turn the lower quality
rice to the governnent explained earlier.
Milers oould make extra-officiel profits

fram this, at the expense of the goverrment,
the producers, and the consumers of rice.

There were two contrasting ways to deal
with this situation. One was to get the
government mare fully into the rice business.
The other way was for the government to get
out of the rice business.

Under both systems, thegovernment would
need to set up a two-part set of grade
specifications—one part for rough rice, and
the other for milled rice.

Under the first system, the government
would pay different government prices for
different grades of rice, reflecting the
different values of the different grades in
the market.

Under the second system, the government
would pull out of the rice business. It
would leave the prices for the different
grades of rough rice and milled rice to be
set, not by the government, but by the free
play of competition in the open market. The
government would maintain and preserve this
competition by developing an extensive and
detailed current and long-run narket news
system. This system would carry accurate and
current news of market supplies, demands and
prices to all producers, milers, dealers and
oconsumers, who wanted to read or listen to
it. They oould all get the full value of the
different grades of rice—"full value"
defined as that amount a fully competitive
market would pay-—and consumers could al get
their warth for the different grades of rice
that they bought, according to their differ-
ent tastes and purchasing power. Fuly
informed competition would reward business
enterprise and efficiency so that production,
milling, and distribution would steadily move
into the hands of the most efficient low cost
operatars to the benefit of consumers and the
oourtry as a whale.

These prices would not be stahle over
periods of time, for free market conditions
change fran day to day and year to year. If
this were disturbing to producers, the
government could minimize this by standing
ready to affect prices by purchases, storage,
and sale, tarifff actions, and other means
consonant with its limited budget. Thus, the
government could reduce fluctuations, without
trying to eiminate them entirdy. Most
Peruvian rice producers committed their



profits ahead of time to finance each year's
caop. For this reason, the introduction of
these methods possibly had to await a more
advanced stage of commercil and economic
organization in Peru's rice-growing sentor.

These different systems represented
different economic phiosophies, different
stages of development and different palitical
and business know-how. The chaice between
them was a matter for each oountry to
decide. The economist's job was not to try
to urge or cajde, but simply to outline and
weigh the oosts and benefits of the different
possible solutions, in the light of econamic
analysis and experience, so that each country
oould make the best chaice for itsdf.

In the study of price policy for milk!
Geoffrey Shepherd and Lorenzo Souza E. found
that the following mik price paicy would
maxinize the welfare of Peruvian mik produc-
ers, distributors, and consumers:

(1) Administered prices, set not by the
milk distributors slone, nor by the mik
producers, nor the consumers, but by al
three. The prices would be set under a
formal system simiar to those used in devel-
oped countries, within the comtext of world
competiion (free  importation o mik
powder).

(2) The sale of (a) completely reconsti-
tuted powdered mik at low prices, suffident
to cover costs, in the barriadas and (b) milk
oonsisting partly of reconstituted mik, as
at present, at medium prices, and (c) mik
oonstituting entirdly of damestic fresh fluid
mik, at higher prices, for higher income
consumers.

(3) A program to diminate T. B, in dairy
herds, over the following 15 or 2) years.

(4) An expanded program of research,
education and extension to help Peruvian milk
producers bring themselves technalogically up
to date. This would indude dairy feed
producers as well, for dairy feed was a
limiting factor at the time.

(5) Import high producing cows only if
they were going to be better fed and cared
for than the present cows.

lGeoffrey Shepherd and Lorenzo Soum
E. Price Pdicy for Mik. Special Reports—-
Iowa Mission. Iows-Peru Program No. 7.
Iowa Mission. Lima, Peru. March, 1968.
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Tris policy would benefit the mik
industry as well as consumers. The policy
was felt needed for the mik industry, which
would soon be feeling the competition of less
expensive sources of protein for low-income
oconsumers induding:

(a) Mik powder purchased directly
by consumers fran retail stores, thus avoid-
ing the high oosts of fluid milk distribu-

tion.

(b) Inexpensive vegetable protein
like Peruvita, and Incaparina, made fram
oottonseed and soybeans, ete. (Vitasoy, a
drink made fram these sources, was already
outselling Coca Cala in Hong Kong).

(c) Inexpensive animal protein from
fish flour, which had been approved for
direct human consumption by the United States
Bureau of Public Health.

This palicy would help the milk industry
meet its competition.

Below is a summary of a study made by
Gedffrey Shepherd and Dale Furnish on price
contrds in Peruvian agriculture.?  The
study results induded oontrdling prices
under monopay and competition and legnl
aspects of price contrds on foodstuffs.

Contrdlling prices under monopaly. In
Peru, a oountry with a reatively small
population, a significant proportion of which
lived outside the market system, monopaly was
more prevalent than in countries with large
populations. The reason was that many large-
sized industries were more effident and
therefore had a lower cost per unit o
output. The large firms thus oould drive the
small ones out of business. The cutput of a
large-scale efficient plant was sometimes as
large as the total demand .or the product in
the country. The production of the product
then settled into the hands of a few large
firms, or only one.

This oonstituted free enterprise, but
ot free competition; ¢ was monopaly, or
dligopaly. It led not to free prices, but to
prices contrdled by private enterprise.

2Geoffrey Shepherd and Dale Furnish,
"The Economic and Jegal Aspectsof Price
Contrals in Peruvian' Agriculture," Iowa-Peru
Program Special Report No. 2.  Spedal
Reports—Iowa Mission. Lima, Peru. June,
1967.



This was the situation in many industries in
Peru and led to exorbitant profits.

Shepherd and Furnish suggested several
ways for the government to deal with monopo-
lies ar dligopalies of this sc t.

() Bresk them up. 1This method could
result in numerous smal inefficient high-
cost and high-price compenies, leaving the
country worse off than before.

(2) Monitor them. Under this method,
monopalies would contimie to exist, but the
government had access to their books and kept
a dose watch on them. When the industry was
not operating in the public interest, the
government could force it to do so.

(3) Bring the government in as a com-
petitor, as discussed earlier.

(4) Dedare the industry a "public
utility” and set its price ar rates.

(5) Nationalize the industry.

Different methods were required for
different industries. The choice of method,
and its specialized application, needed to be
worked out separately for each case.

Contrdlling prices under competition.
Small-scale farmers, because of their limited
holdings and large numbers, were operating
under conditions of competition. No cne was
large enough to affect the price. Stabitiz-
ing prices through government programs would
give farmers a firmer foundation for ther
production and mrkeﬁng plans.

Contrdlling prices under free competi-
tion required contrdling the supply of the
product, ar the demand, or both. Setting
prices simply by decree was likely to be
disastrous

The prices of durahle crops could be
contralled if, when large supplies were
depressing prices, the government purchased
the part of the crop that was de=med to be
excessive. Then the government could put
these excess supplies into storage untid
later in the season when rupplies had become
deficient. This deficiency would make prices
rise so that the governmutt could velease the
stocks to the market to depress the high
prices about &s much as the ariginal purchase
had raised them.

If the government performed less than
cmplete stabilization, prices during the
season would rise. If they rose enough to
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oover the storage costs, the operation would
not be oostly to the government. Otherwise,
the government could incur heavy losses. To
operate such programs when the future was
unknown required an accurate crop and market
forecasting system, and careful planning.

There was need for Peru to define its
price objectives more dearly. Governments
in same ceses could go further than stabiliz-
ing prices by raising the prices of farm
products, or depreseing the prices of foods
to aonsumers. It was difficult enough to do
either job alone, and impossible to do both
at the same time (except by subsidy, which
was beyond the means of most governments).

Raiging prices to farmers would reduce
the amount that consumers could buy, and
leave both groups worse off than before. And
lowering prices to consumers would reduce the
amount that farmers would produce, again
leaving both groups worse off in the longer
run.

There werefmortm'eelmg-mn waysto
reduce the price of food without
farmers. One was to continue to help farmers
produce at lower aost, by the proper use of
fertilizer, insecticides, and other improved
cultural practices. Another was to reduce
the costs of marketing, which were as great
as the oosts of production.

A third way haed been proposed at a
conference on Latin American Presidents at
Punta del Este. They had proposed a commono
market—free trade ares—among the Latin
American nations, with tariff reduction
beginning in 1970 and prooceeding to comple-
tion by 1985.

These were the long-run options, as
Shepherd and Furnish saw them, to reduce
prices to consumers without reducing prices
to producers.

Legal aspects of prive contrds on

Peruvian food products

Shepherd and Furnish further fel: that
the current law on business concentrations,
price contrals, and regulation of commerce in
general was out of step with econamic reali-
ties in Peru. The Constitution and other
laws prohibited monopaly and commanded




freedom fram government contralson commerce,
especilly price contrds, except in excep-
tonal circumstances. Despite this, almost
every basic food item sad in Peru was sub-
ject to some form of price contrad. There
were apparently problems with manopolies and

Ideally, the laws regulating commerce
should reflect the economic facts in the
restrictions they may place on economic
activity., At the time, law revision commis-
sions and the Congress were investigating
Peru's trade regulation laws, to see if
modifications were necessary in light of the
existing situation.

Pcssible modifications  suggested by
Shepherd and Furnish induded allowing price
contrals and monopdlistic or digopdlistic
activity under some conditions, but only in
the interests of aiding public economic
goals.

With the push to increase agricultural
production, particularly food crops and
expolrt crops, attention turned to fertiliz-
ers.

CONAFER, the National Fertilizer
Corporation, planned to install a smal
packet plant as an emergency measure to
offset the fall in guano production in an
effort to save foreign exchange. Several
bids were received and one was studied in
detail. The estimated cost of the plant was
about $11,000,000. Its rated capacity was
about 125 metric tons of urea per day.

The original bid was on a 60-40 (credit-
cash) basis. The project proposal by the
bidder showed CONAFER sdiling urea at $90.00
FOB plant and paying for the plant in 4 or 5
years. ‘The General Manager requested a
review of the projet on the basis thot
CONAFER would have to finance the project
(100 percent credit).

After recalculating the total outlay for
a period of 10 years (nine years of produc-
ton) on the basis that the plan oouid
produce and sell at the rate of 60 percent
the first year, 80 percent the second, and

lAbstracted from Thyrele Robertson,
"Final Report." lowa-Peru Program Staff
Reports. lowa State University. Ames, Iowa.
July 14, 1967.
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100 percent for the remaining years, the
average outlay per metric ton was estimated
at $108. This did not indude interest costs
on a $2.3 milion dollar loss in the first
two years of operation which would have had
to be financed.

At this time, urea was being imported at
$106.00 per metric ton CIF. The recommenda-
tion ot to accept the hid was not popular
but was accepted by the Directorate after
several weeks of discussion and reviews.

Ancther fertlizer project plun had been
completed by the United Nations' expert for
CONAFER. This project was reviewed by a
Peruvian economist according to law prior to
being accepted. The data as presented by the
report of the Peruvian economist was used to
make this evaluation. The average outlay per
metric ton of urea during the 10-year financ-
ing period (eight years of production) was
about $108.00. This did not indude interest
osts on a $5.6 million defict (which would
require financing) during the first two years
of operation.

Agpin the recommendation was mot to
accept this project, in ontrast to the
recommendation of the Peruvian economist.
This was discussed for several weeks.,
Finally, a meeting was hdd with the Tech-
nical Monager, Chief of Industrial Projects,
the Peruvian economist and Robertson to
discuss the project. The general condusion
was that the plant was not economical as
proposed. After the meeting, the Board of
Directors decided not to accept the project
based on the large deficit that would result
in the first two years and the high cost of
urea from this plant (it should be stated
that the production st was reasonahle).
The problem was the financing burden—about
$38.00 per metric ton of urea. The estimated
oost of this plant was about $23,000, 000.

CONAFER's plan was to put the packet
plant imo operation as an emergency measure
and then later install the larger urea plant.
Fortunately, $34,000,000 were saved in
investment costs.

Two of the worthwhile experiences for
Robertsondm'ingh'sﬁrsttwoyearsm Peru
were the presentation of nis research project
to the Primer CmgxmoPeruamdeIngemems
Quimicos and an appearance in the Directorate
meeting of a Senatorial Investigation



Committee. By request he presented his
fertilizer research project to the First
Congress of Peruvian Chemical Engineers
induding a brief meeting with President
Fernando Belaunde-Terry followed by his
presentation of research methods and results
to 30 Peruvian scientists.

By special request fran the president of
CONAFER, Ing. Carlos Llosa, Robertson gave
a presentation on the problems oonfronting
the devdopment of an efficient Peruvian
fertiizer industry to & Senate Investigation
Cammittee. He explained to this Committee
why CONAFER had rejected the two pruposed
nitrogen plants. This part o' the xresen-
tation was very wel received because at
the time the newspapers and Congress were
criticizing CONAFER for mnox buiding a
fertilizer factity.

National Planning Results

The recognition by the Peruvian Govern-
ment that agrarian reform and agricultural
devdopment were intimately tied to national
growth led to several studies concerned with
national and regional development within
which the agricultural sector played an
important rde. This recognition was imple-
mented by the newly organized National Plan-
ning Institute (NP).

This work, induded in an smendment to
the Contract, Lirought growth econamists into
the construction anc applicati~ of models to
the Peruvian economy, concer .ed with aggre-
gate and sectorial growth rates, balance of
payments, policy instruments, production
functions, projects and data systems.

The following analysis of aggregate and
sectorial growth rates in Peru for the period
1960-1970, was induded in material written
by Erik Thorbecke at the request of the
National Planning Institute of Peru, i
the perod September, 1963 to Apri, 1964.
Certgin parts were incorporated, directly or

ISee Erik Thorbecke, "Determination of
Aggregate and Sectorial Growth Rates for
Peru, 1960-70." International Studies in
Economics. [owa-Peru Program Morograph
No. 1. Iowa State University. Ames, Iowsa.
January, 1966.

indirectly, in the official Pubhc Investment
Program for 1964 and 1965.2

Under two per capita growth rate alter-
natives, the rates of growth of prinary
production (4.9 and 5.7 percent) and of other
services (4.9 and 6.5 percent) were lower
than the averages of 5.5 and 7 percent,
respectivdy, for Gross Damestic Product.
The pm)ectnns for agriculture were perhaps
optimistic in view of the institutional
reforms which were taking place, such as
agrarian reforms, and the time needed for
these reforms to affect output favorably.
Fishing was induded under agriculture. Even
though the value added in fishing was still a
small propartion of that in agriculture per
se, the fishing growth prospects appeared
excellent.

Thorbecke contended that the above
growth rates for agriculture could be achiev-
ed only if the government embarked on a
national and consistent palicy of providing
more social overheed @apital, technical
assistance, credit and other farm inputs to
small-scale farmers in the Sierra. Even
then, it was posside that the impact of
these recommended actions might not be
reflected in & substantial increase in output
until after 1970.

The projections which were derived for
industry in general appeared reasonably sound
to Thorbecke, with the qualification that a
strong public (and private) effort would be
needed to implement these rates.

Thorbecke checked the consistency of the
rates of growth of manufacturing on the basis
of the Economic Cammission of Latin America's
(ECLA) study of the relationship between the
rates of growth of manufacturing and of Gross
Damestic Product for a number of Latin Ameri-
can oountries. He computed the easticity of

industrial growth to global growth,

AM
€ilg Aarnlgp where M was manufacturing

~GDp UtPut,

2[nstituto  Nacional de Planificacion,
Gobierno del Peru, Programa de Inversiones
Publicas 1964-65, Ju >, 1964.




to be between 1.2 and 1.3 for Latin American
oountries at the current stage of development
of Peru. For a rate of growth of GDP of 5.5

AGDP
(=205}

percent, he expected the rate of growth of
manufacturing to fall between 6.6 and 7.15
percent; for a global rate of 7 percent, he
expected 8.4 to 9.1 percent. The rdatively
very high rates of growth which he obtained
for oonstruction (7.9 and 9.5 percent)
appeared oonsistent with the objectives of
the government.

Finaly, Thorbecke issued a note of
waming with respect to the methodolorv used
in deriving the projections. The growth
rates were determined an the basis of inter-
national cross-sectional parameters and on
the assumption of certain actions by the
government. At the same tine, since each
sectoral growth rate was derived independent—
ly, no mutual consistency check in terms of
an input-output framework was undertaken.

Findings from the balance of payments
study performed for the National Planning
Institute by Erik Thorbecke and his associ-
ates Rene Vanderdries and Pedro de los
Casas! were incorporated into the Programa
de Inversiones Publicas 1946-64.2

Thorbecke et al. projected the balance
of payments of Peru for the period 1964-71.
The projectiors were made in terms of current
dollars up tc and induding 1965. Since no
estimation existed of changes in imports or
exports prices ar implict Gross Domestic
Product price deflator, the figures for 1966
to 1971 are equivalent to constant 1965
dallars.

Each major transaction entering the
balance of payments was estimated and

1Erik Thorbecke, Rene Vandendries and
Pedro de las Casas, "Peru, Balunoce of Pay-
ments Projectiors, 1964-70." International
Studies in Ecoromics. lowa-Peru Program
Monograph No. 2. Iowa Stete University.
Ames, lowa. January, 1966.

JJune, 1964, Institte Nacional de
Planificacion. Gobierno del Peru, June,
1964.
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whenever necessary the consistency between
transactions (such as between new loans and
future amortization and interest charges) was
calculated and checked.

Exports of Merchandiee and Services

For merchandise exports (FO B) Thorbecke
e al. used data based on a detaled
product-by-product projection of export pros-
pects made by the Foreign Trade Department of
the Peruvien National Planning Institute
(INP). For 1964 and 1965 they projected both
valume and price changes, whereas for the
subsequent years they only estimated volume
changes.

Exports of services were aalculated as a
fixed proportion of merchandise exports. The
ratio of the former to the latter was taken
as 0.19, which is oonsistent with the
historical experience and the very stable
level of this ratio annually between 1959 and
1962.

The sum of merchandise exports (FOB)
(item a above) and services exports (b above)
provides the projected values of total
exports.

Imports of Merchandise and Services

For merchandise imports (CIF) Thorbecke
et al., after experimenting with a number of
import functions, finally sdected two func-
tons.  These functions were statistically
fitted by least squares using observations
covering the period 1950-62.

The first function expressed imports of
capital poods as a linear function of Gross
Irvestment expressed in constant 1960 prices.
The second funcion gave imports of all other
goods (raw materials, fuds arid consumption
goods) as a linear function of Gross Damestic
Product. The statistical significrrice of
these two regression lines was rdativdy
high, as indicated by the value of the corf-
ficient of determination (R2).

The form of these function was as
foliows:

Moy, = =989 + 0.52891,, (1950-62)

R2 = .86



where,

Mep = mpcrtsdmpdtalgoods(CIF)
in milion soles at constant 1967

prices in year n
n =1950, ..., 1062

I, = Gross Investment in million sales
at 1960 prices.

2. Mrn = -686 + 0.1275Y,, (1950-62)
= .88
where,

M., = imports of noncapital goods in
1960 soles

n =195, ..., 1962.

Thus, total imports of goods (CIF) = Mg,
+ L]

Mm’l‘hese functions were used to project
imports by incorparating the corresponding
value of Y, and I,  Gross Damestic
Pmdud(Yn;lwasassmnedtoglwatsevm
percent per annum over the period under
congideration, whie the values used for
gross investment came fram the macroeconomic
prajections of the INP.

Once total merchandise imports nad been
estimated—on a CIF besis—and at oonstant
1960 sdes, these data were omverted into
current dollars in the following way: First,
the imports in constant sdes were derived,
i.es, Qp Pgp (volume in year n at 1960
prices); second, the latter value was multi-
plied by a price index corrected for exchange
rate variations:

Qn Pp Ry
Qn Pep Reg

Where, R and Rgy &re the exchange
rates in years n and 1960, respectively,
expressed as the amount of dollars per unit
of domestic currency (sdle).

Third und finally, the product of the
two preceding steps was multiplied by the
rate of exchange in 1960. In this way, the
current dollar vaiues (Q, P, Rp) were

obtained for total merchandise imports
(CIF):

PR
c?lpmaw i A

% %o

To arrive at the total value of imports
of goods and services, Thorbecke et al. added
10.6 percent to merchandise imports. This
last percemtage was based an a historical
examination, betweam 1950 and 1962, of the

Imports of goods and services
Imparts of goods (CIF)

ratio which remeined quite stahble, aversging
10.6.

The series of import values obtained
following this procedure included some import
substitution of an essentialy passive form.
Since the preceding projections were based on
historicel data, any inport substitution
induced by new government palicies would have
t0 be calculated separately.

On the basis of a preliminary and tenta-
tive study by the Planning Institute, it
appesied possible to achieve an import sub-
stitution of 45, 52 and 60 milion dollars in
1968, 1969 and 1970, respectivdy. Thus, the
final projections of imports of merchandise
and of services appearing in the balance of
payments were made out of a structural part
and a "policy” part which depended on the
measures to be taken by the jrvernment to
encourage and achieve import : ubstitution.

The inflow of new private ..1vestment was
highly sensitive to changes in the political
situation and to the availabilit,y of comple-

mentary public social overhead faciities and
inﬁ-astnxmme. In the projections,
Thorbecke et al. assumed that net private
investment would grow substantially in
response to the avaiablity of additional
social overhead facdities. Thus, net
private investment would increase fram a
relatively low average level of between 5 and
10 million dollars in 1970. This last amount
was only slightly higher than the annual net
inflow in some of the years preceding 1964.

Likewise, servicing of private invest-
ment was roughly adjusted to the stream of
new inflow.




This item was subject to erratic and
essentially volatile forces; consequently,
the projected amount of net short-term
capital investments was placed at zero.

With respect to puhblic investment,
Thorbecke et al. made projections on the
basis of a detailed study of the absorptive
and of the foreign indebtedness mpacity of
the Peruvian economy.

For subsequent years no thorough study
was made of the absorptive aapacity of the
public sector, so the data used were broad
estimates oonsistent with the "hig push"
doctrine according to which the investment
effort was to be concentrated on 1966 and
1967. Thorbecke et al. assumed that the
average interest charges on new putlc
investment would be six percent with a
maturity of 15 years.

They used a rule of thumb that a desir-
able leve of international reserves is the
equivalent of three months of imports (or 25
percent of the value of imports). Given the
above magnitudes, they estimated that the
international reserves of Peru would amount
to 23.2 percent of imports et the end of
1964, and to only 22.4 percent by the end of
1970. Even though a slight accumulation of
reserves was projected for the period 1963-70
(66 milion dollars), the reative level of
reserves as a function of imports was to have
dedlined.

The main condusion of Thorbecke et al.
was that an annual rate of growth of Gross
Damestic Product of seven percent over the
period 1964-71 appeared compatible ~ith a
balance-of-payments equilibrium.

In an approach to analyzing palicy
instruments in the economy of Peru, Gene
Brady provided a valuable framework in a
study he campleted for the National Planning
Institute. 1

lEugene A. Brady, "A Methodological
Procedure for Analyzing the Pdicy Instru-
ments of All Underdeveloped Economy--Using
the Economy of Peru as a Demonstrative Case."
International Studies in Economics. Iowa-
Peru Program Monograph No. 9. Iowa State
University. Ames, lowa. November, 1968.
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He assumed that the policymakers for
Peru wished to achieve the targets of a 5.6
percent annual growth of real income, belance
of payments equiibrium, and limitation of
price inflation to ten percent per year or
less. He oonsidered the following five
instrument varibles subject to their con-
trd: the level of government expenditures,
the marginal profits tax rate, the marginal
rates on indirect taxes and the money supply.
Since the number of ingtruments was greater
than the number of taryzets, the policymaker
ooud arbitrarly fix the leveds of any two
instruments and then manipulate the other
three instruments to achieve the desired
three target objectives.2 RBrady set up the
model for this problem as follows:

Equation Type and Description

U = AtaY Behavibral consumption
function

V = Btb(Z-TP)  Behavioral investment
function

G =G, Exogeneous government
expenditures

X =X Exogenous export level

M = C4cjUicyV  Import function

Z = D+d)U+doX  Profit function

TP = EteZ Profits tax function

Tl = FfjU#X  Indirect tax function

p = GigC Absolute price level

function

2For example, see J. Tinbergen,
Economic Policy:  Principles and Design,
North-Halland Puhlishing Campany, 1956; N. V.
A. Narasinhem, A Short Term Planning Model
for India, Nc:th-Hadlland Publishing Campany,
1956; and Elas T. Balopoulos, Fiscal Pdlicy
Modds of the British Economy, Narth-Halland
Puhlishing Campany, 1967.




He then dassified the variables of

the mode into three possible cmtegories:
(a) targets, (b) instruments, ar (c) data and
irrlevant variables:

Targets
@) Y*/Y* = 0.0% per year
(2) p/p2L 0.10 per year
B)D=X-M=0

Instruments

(M G, level of government expenditure
(2) e : marginal profits tax rate

(3) fi: marginal indirect tax rate on

consumption

(4) fo: marginal indirect tax rate on

investment

(5 C : quantity of money.

Data and Irrdevant Variables

These variables induded the intercept
ooefficients of the functional relationships
(A, B, C, D, E, F, G), the noninstrument
slope ooefficients of the functins (a, b,
g, ¢ d, dy, g), and the exogenous
varible X.

Brady's study on production functions
for the industrial sector of Peru, developed

1’I‘hedotsoverthemunbersmferto
their rates of change with respect to time.
Thus, ¥ = dy/dt, and ¥/Y = Q/Y)(dY/dt).

The latter is the percentage rate of growth
of income.

a methodologicsl approach to eetmnh.ng
demands for inputs and outputs for Peru.
In it he argued that the empirial study of
the Peruvian industrial sector formed a basis
for an ascessment of the impact that policles
affecting the industrial setor would have on
the economic development of the overall Peru-
vian eoconomy. Historical data showed that
the output of the registered industrial
sector had increased almost as fast as that
sector’s aapital, and that the rates of
growth of capital and output had both consid-
ershly exceeded the rate of growth of the
labar force employed in the registered
sector. Over the period 1950 through 1961,
both capital and output had increased at an
annual cumulative rate of about 22 percent,
while the Jabor force had increased slightly
less than 14 percent per year. Thus, the
change in the level of technology had induced
an increasing ratio of capital to labor over
the period, and the aapital stock had
increased about eight percent per year faster
than the labor force. In 1950, there were
about 39,000 1960 soles of fixed capital per
man in the registered sectar. By 196, this
figure had increased to slightly over 100,000
1960 sdles per man.

The development that took place in the
industrial sector of Peru in the demde of
the 1950s was characteristic of the type of
technological change that a developing
economy goes through in the process of indus-
trialization. The growth of overhead capital
was nore rapid than the growth of the labor
force. This secular increase in the propor-
tion of capital in the input mix had resulted
in an increase in output and a significant
increase in the real income of labor employed
in manufacturing. However, the amount of
labar used in the production process was not
rising as fast as it would have if the change
in technolbgy were not kbor-saving and
capital-using.

Brady defined a labor-saving technalogi-
al innovation as one which reised the

2Fugene A. Brady, "Production Func-
tions for the Industrial Sector of Peru,"
International Studies in Economics. lowa-
Peru Programs Monograph No. 5. lowa State
University, Ames, Iowa. November, 1967.



capital/labor ratio. He oritidized the
Harrod definitions of a capital-saving change
in techndogy (one which decresses the
capital/output ratb) and a labor-saving
innovation (one which tends to increase the
aapital/output  ratio) as incapable of
differentinting between a shift of the
production function: and a movement along it.
For example, the Harrod definition would
consider the type of technologial change the
Peruvian industrial sector had undergone in
the decade of the 1950s as a neutral innova-
tion (neither capital-saving nor labor-
saving) because the aggregative capital/
output ratio in the manufacturing sector
remained roughly the same over the period.
However, as Brady indicated, technological
change in the manufacturing sector had
dearly been labor-saving.

The iitroduction of new technalogies
that substituied apital for labor over time
led to aggregative increases in output that
were greater than the increases in labor
inputs required in the production process.
Brady contended that if this could be done in
an aggregative sense, then the obvious result
was an increase in the overall productivity
of labor and a rise in the real wage over
tine. However, if the economy did not have
sufficient capital to increase aapital stock
at a rate sufficient to absorb the increasing
population into the employed labor force,
then the paradoxical situation would develop
in which aggregative output and unemployment
were both increasing.

The palicy instruments that the Peruvian
government had utlized in the industrial
sector were dearly geared to induce labor-
saving and apital-using changes in the level
of technology.

The Peruvian Industrial Development Law
was the major palicy instrument that affected
the industrial sector. The target of the
Industrial Development Law was the enlarge-
ment of the existing industrial structure in
Peru, and the instruments were primariy
inducements to the private sector to invest
apital in the industrial sector, without
discrinination between domestic and foreign
sources. The Law covered those manufacturing
activities in the 20 groups dassified by
the International Uniform Industrial
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Classifiation of the United Nations.

The artide of major rdevance was the
provision of permanent exemption fran import
duties and oonsular fees of machinery and
equipment that was essential to the manufac-
turing process. This instrument applied to
existing firms and to new businesses formed
within 10 years from Apri 26, 1960. The
equipment had to be essential to the indus-
trial process of the importe: not compete
with equipment of the same kind already
produced in Peru, and be entirdy new.
Artide 32a of the Industrial Promotion Law
stated that the specific reason for the
latter provision was to deveop an entirey
new and modern industrial plan in Peru, and
stated that the general focus of the Indus-
trial Development Law was to set in motion
econamic forces that would contribute to this
target. In addition, Artide 47 stated that
the objective of the Law was to discourage
the importation of used equipment and machin-
ery by subjecting it to high import duties.

The overall focus of the Industrial
Development Law, which subsidized the import
of new capital equipment, reative to old or
obsalete equipment, was to provide the Peru-
vian industrial sector with modern technolo-
gy. However, unless Peru was capable of
generating suffident capital to duplicate
the technalogy of advanced economies in all
sectors, policies pursued in the industrial
sector would run ounter to the then state
of, and feasile growth rate for, endowments
of capital and Jabor. Peruvian polides to
stimulate the industrial sector by promoting
the utlization of modern labor-saving
methods of production oould, at the same
time, raise the per mpita income of labor in
the manufacturing sector and increase aggre-
gative unemployment. This could lead to the
paradoxical situation where the economy had
a higher mean per apita level of real income
with a resultant more unequal distribution of
real income. If mean per capita real income
rose whie median per capita real income
fell, it was difficult to assess whether this
was an increase or a decrease in aggregative
welfare.

Schreiner and Timmons developed an inte-
grated growth model for the basic sectors and
dependent residential sectors and applied it



in Southern Peru.l They found that, in
1963, per capita income in Southern Peru was
74 percent of the mational per capita income
levd. Lower income leves in Southern Peru
had instigated a matural equiibrating force
equating factor returns to labor between
regions. This equiibrating force was
observed in migration rates between areas of
low wage payment and areas of high wage
payment. Southern Peru's population growth
rate had been LI3 percent annually versus
2.25 percent for the entire Republic and, 4.32
percent for the depertsmentos of Lima and
Callao,

Schreiner and Timmons found Lbor move-
ment from low wage areas to high wage aress
to be in agreement with the theory of spatial
equiibrium, which stated that factar pay-
ments tended toward convergence due to margi-
nal spatial adjustments of all factars in a
perfectly competitive macket. The process of
establishing spatial equiibrium, however,
was slow. In addition, institutional rigidi-
ties of the system prevented ar slowed the
movement to spatial equilibrium. Hence, the
lack of an organized capital market prevented
movement of capital to areas where it was
needed most, and an alternative distribution
system was established with other than high-
est returns as a criterion. Government pali-
cies and changes in government policies
disrupted natural processes o spatial
adjustment. Indirect government subsidiza-
tion of certain sectors through import duties
created artifical equiibrating forces and
discriminated against regions which had a
comparative advantage in producing commodi-
ties of the nonimport duty sectors.

A mare realistic tendency for economies
was toward a center-periphery relationship,
particularly with a strong mational capital
dominated social and intellectual activity.
Such a relationship was strengthened by
economies of agglomeration and imperfect or

Ipean A. Schreiner and John F.
Timmons, "An Integrated Growth Model far the
Basic Sectors and Dependent Residentiary
Sectars of Southermn Peru,"” International
Studies in Economics. Iowa-Peru Program,
Monograph No. 7. Iowa State University,
Ames, Iows. November, 1968.

biased information concerning peripheral
opportunities.

Schreiner and Timmons hypothesized
that:

(@) Complete and accelerated spatial
equilibriam was inoperable in Peru (imited
to the rdationship between Southern Peru and
the Republic) without external farces direct-
ed by national paticy.

(2) Lagging development in social and
educational facilities hindered changes in
occupational mixes to keep abreast of chang-
ing technologies, and retained the jrofes-
sional and investor type personnel within the

(é)Natbmlpdicywithnespedtofood
mports discriminated agpinst the agricul-
tural regions of Peru, particularly Southern

Peru.

(4) Intermediate policy variables were
available to move Southern Peru closer to the
per capita income level of the national

norm,

Despite the forces creating interregion-
al income inequalities, Southern Peru had a
powerful force operating which was improving
its per ampita income position. This force
was its favorable export base. It was daim-
ed that a region developed only as its exoort
base developed. A theory of regional devel-
opment was evalved which advocated that the
main thrust to development came fram the
exports of e region, which acted as income
generators. To service the export sectar and
the wage earners of the export sectar,
residentiary activities devaoped and acted
as income multipliers to the initial export

With this besis, Schreiner and Timmons
devedoped an economic growth modd of the
basic sectors and dependent residentiary
sectors of Southern Peru. Within the frame-
work of the model, the four hypotheses were
tested. Data organization of the mode
followed input-output accounting procedures.
A unique set of input-output relationships
was estimated. The dosed portion of the
input-output matrix induded anly the basic
sectors, which were defined broadly as the
export base.  Data availability permitted
detailed information analyses of the basic
sectors. Nonbesic ar residentiary activities
were not so well defined an a regional basis.



By estahlishing a rdationship between basic
sector income and residentiary sector income,
a aumplete acoounting system had been esti-
mated, cne surprisingly adaptable to most
conditions.  National parameters describing
residentiary income as a function of basic
sector income were assumed for the regional
moddl.

The researchers made additional assump-
tons to those conventionally used in input-
output analysis in determining direct and
indireasectornequimnmtsﬁunanemgen-
ous change in final demand:

(1) Domestic and international inports
were a linear function of domestic output.

(2) Inputs to the residentiary sectors
of materials from the besic sectors were a
linear function of total residentiary output,
which in turn was a function of basic sector
output. Thus, a ..ow besic sector inter-
action matrix was defined.

(3) Net value was added linearly to
total sector ouptut. Multiplying the
net-value-added vector by the new basic
sector interaction matrix yidded a set of
besic sector income multipliers for the
The results of the Schreiner and
Timmons modd suggested certain palicy con-
siderations that had not been evident pre-
viously. For a less developed region of a
country, regional convergence to the national
norm of per capita income growth and per
capita income leves had not been a matural
development. This had also been proven for
Southern Peru with respect to assumext raiion-
al parameters for income growin. What was
more striking was the fact that penerated
regioral income was within three to eight
percent of the regional income targets for
this presumably underdeveloped region. The
significance of this fact was that regional
convergence of per capita income leves in
Southern Peru to the national average was
possible with only slight palicy changes.

A major contribution to the development
d‘Swt}mPeruwasitsfavm'atieexpon
base. The largest single surge for Southern
Peru had come from its copper exports. In
addition, coffee exports had increased at an
annual value rate of 20 percent from 1950 to
1965. Fish-meal value exports had increased
25 percent over the same period. Value of
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siverexportslv:.dirmsedatawpemxt
annual rate. Southern Peru had also been in
a favorelie position with respect to domestic
exports to other parts of Peru. There had
been large increases in national demand for
industrial fruit crops of dives and grapes,
significant export crops fram Southern Pery,
since 195. National output of prepared milk
products and beverages had substantially
increased. These products were also exported
fram Southern Peru.

Schreiner and Timmons saw further
effects of the current rdationship of
Southern Peru to the Republic in the departa-
merto population growth rates and the per
aapita income indei. They estimated that
with respect to the per cepita income leve
of 1961, populstion in Southern Peru should
have been increasing at a 1.64 percent annual
rate. Population in Southern Peru between
1940 and 1561 had increesed at a 1.13 percent
rate. The favorahle position of Southern
Peru during the latter part of this period
suggested the hypothesis of a larger popula-
timgmwthratemacooxdancewithmemgh-
€r per aapita income level.

Before applying this model to expected
conditions in Southern Peru for the projected
time periods of 1970, 1975, and 19890,
Schreiner and Timmons verified the regional
response of residentiary income to basic
income. They further emphasized the impor-
tance of the distribution of generated income
in Southern Peru. If every 1,000 sdes of
increased basic sector income in Southern
Pemd'ximtcrmteanaddit'xxnll,msdes
of residentiary income, then the effects of
thenewmtblndtobetracedwttmmgh
the model and a new regional income gap
determined. Lack of a system of regional
acoounts prevented estimation of this rela-
tionship. It was doubtful that each basic
sector produces the same residentiary sector
income multiplier. For this reason,
Sdireimrand'l‘imrmsexqﬂm‘.nedﬂmtexpan—
sbnd‘sedorswhidnpossessedthelﬁglm
residentiary income multipliers would have
the most beneficial effet on income distri-
bution.

Foonomic data genersted by the mode
wenealsonelevanttoprivateseaorpoﬁcy-
makers. For example, with the expansion of
the prepared mik industry in Southern Peru



and the expansion of fish canning, the need
for tin products and alloys was increasing.
Effective demand for tin products was deter-
mined directly, using the direct and indirect
requirements matrix. Tin are supplies fram
Bolivia which pessed through Southemn Peru
omld be incorporated into a feasibiity
study within the model to determine other
needed inputs and resources for production of
tin products for use in Southern Peru and as
exparts to other perts of the country.

James R. Presoott developed a mode
acoounting system for project amlysw.l
This study resulted in the repart which
discussed the relative advantages of a data
system for the projects section within the
I.N.P. At the time, various feasibility
study contracts had been executed with
engineering firms in Peru and the United
States to do initial substudies of the
econamic, engineering, agronamic and meteoro-
logical aspects of project development. A
benefit-cost analysis was pert of the
economic substudy for each project.

The first part of Presoott's report
described an accounting system for project
data utilizing approximatdy sixty items fram
a statement of operating receipts and
expenditures, a brief cash-flow account and a
balance sheet. A separate section discussed
the tyoes of economic variables which would
be of must use in formal economic analysis.

The second section deslt with the types
of analyses which could be performed with the
system recommended in the first section. It
was broken down into two major perts:
() individual project analysis, and (2) uses
of project data in economic models. The data
could be used to evaluate on an annual basis
the efforts of project management in oost
contral, inventory handling and other aspects
of actual operation. Competitive norms
for efficient management could be developed
and analyzed. The data could also be used in
formal economic models and less formal
analyses of public investment on an inter-
regional and intersectoral basis. Both of

James R. Prescott, "A Modd Account-

ing System for Project Analyses."  Staff
Report No. 23. Iowa-Peru Program. Iowa
State University, Ames, Iowa. June, 1964.
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these types of analysis could be accomplished
by Prescott's acoounting system, supplemented
by other econamic variables.

Prescott's third section, requested by
the Projects Section of the I.N.P., dealt
with project analysis used by the United
States government. Benefit-cost analysis had
been formaly required in certau1 aress of
water resources since 1936. This section
reviewed this experience, described the
economic basis for the analysis and illus-
trated the concepts with specific application
to hypothetical data. This section was sup-
plementary to the main task of developing the
projects inventory.

In the forward to Peru Program Staff
Repart No. 25, the folowing memo was
induded:

TO: AID/W TOAID A-722
FROM: LIMA
DATE: November 26, 1965

"On the following pages, USAID is pre-
senting the end-of-tour report of Apostaos
Condos, who served in Peru as research asso-
ciate in economic planning under the lowa
Universities contract fron September 1, 1963
to November 17, 1965. Mr. Condos was a
member of the initial three-man unit from the
Iowa team which has been working with the
National Planning Institute on improved
methods for diagnosing palicy and investment
needs basic to an accelerated and more order-
ly growth process in agricuture and other
sectors. This work has been conducted under
the leadership of Professor Erik Thorbecke
who was stationed in Peru in 1963-64 and who
gince then has kept in dose touch with
Iowa's activiies in the National Planning
Institute.

"Mr. Condos concentrated on the design
and empirical application of consiructs for
identifying and linking together the develop-
ment padlicy varsbles which have a key bear-
ing an Peru's natioral income growth rate—
taxes, public investment, domestic consump-
tion, exports and imports, and cthers. A
companion piece of work is currently being
completed by Iowa's Professar Eugene Brady.
The results of these analyses wil provide
Peruvian planners and policymakers, as well
as external assistance agencies, with a much



mare comprehensive basis for pinpainting the
quantitative effects of possible changes in
fiscal and monetary palides than has existed
heretofore; previous mational economic paliy
decisions have been based largely on personal
judgments and analyses which do not take into
acoount important interrelationships.

"lowa technicans in Peru will be work-
ing with personnel in the National Planning
Institute and related agencies on the
deveopment of more specific palicymaking
information related to Peru's foreign trade,

price stabilization, and regional deveopment
priorities. Among those providing leadership
in this work will be five Peruvian econamists
who have recently returned fram graduate
study in the U.S. under AID/Iowa auspices."

Far the Ambassador

George J. Grem
AD/USAID/Peru



PART FIVE: AGRICULTURAL SECTOR ANALYSIS
AND PLANNING:
CONTRACT AID/1a-592 (1/1/60-6/%0/14)

Purposes of Work

According to Contract AID/1a-592, the
broad objective of this contract was to
- asgist the Government of Peru in the forma-
tion, as an institutionalized dement in the
planning process, of an improved and expanded
capability to execute economic planning
research and to attempt to insure the prompt
incorparation of the results of such research
intotheGovannm'nt's;ianning,pmgxumﬁng,
budgeting and evaluation process. The inter-
mediate contract goal wes to improve and
increase applied research activities and
mmprove planning quality that influences
development palicies. The ultimate goal was
to increase the annual growth —te of food

increasing population.

In an amendment to the Contract in
April, 1972, a more specific purpose was
introduced to incdude esristance to Peruvian
ingtitutions in their efforts to formulate
and implement effective planning and project
evaluation with emphasis to be placed on pro-
duction, marketing, and price associated with
policies  affecting agriculture production,
particularly meats and edible ais.

Procedures and Working Environment

The Military Coup which took place on
October 3, 1968, resulted in reorganization
of Peruvian agencies and transfer of the
counterpart Peruvians with wham Iowans had
been working. Thus, the Iowa mission found
it necessary to
and discretion in establishing
relationships and obtsining reconfirmation by
the new Peruvian Government of mutual obliga~
tions and responsibilities. Camplicating

this transition, U.S. and Peruvian govern-
mental relations became strained as the U.S.
endeavored to apply the Hickenlooper amend-
ment when the new Peruvian Government nation-
alized certsin industries and firms in whic)
U.S. ocompanies had substantial financial
interests.

These instabilities continued into 1969,
when on Apri 9 the U.S. Government insti-
tuted a "deferral period." The Iowa Mission
was instructed by USAID to take no new initi-
atives with regard to #s programs and to
comply only with existing firm commitments
toward Peruvian counterpart ¢ - “icfes. As the
result of compliance with this palicy, lowa
Mission staff members whose tenure in Peru
expired were mot replaced and the Mission
staff was reduced to three individuals by
June 30, 1969. The deferral palicy continued
through~t 1969 into mid-1970, as remaining
Iowa Missi 1 staff members continued to work
with their Peruvian counterparts on existing
programs. Despite the severe lmitations
imposed by the political situation, consider-
able progress was made in specific aress.
Technical assistance was provided to OSPA,
National Agricultural Marketing Corporation,
Direccion of Statistics, MDA, Universities
and other institutions.

To effect a maximum multiplier in terms
of a reduced lowa Mission staff (Chief-of-
Party and two specialists), the Government of
Peru made budget funds availahle directly to
the lowa Mission for use in idi

It was during this periorl that the
Fundacion para € Deserralo Nacional was



estahlished, with asgistance of the lowa
Mission, as a vehide for continuing within a
Peruvian institution analytical studies on
various aspects of Peruvian deveopment
problems.

The Fundacion continues to function in
their rale.

The goal was to pursuc a continuing
effort in sector and regional analyses that
oould eventually result in quantitative
sector modeling, related to the development
of alternative policies and investments pro-
posed ar taken by the GOP.

In 1971, two additional events took
place which affected the lowa Mission. One
was the release of "Evaluation of Peruvian
Agriculture Relative to USAID Assistance"
known as the Caton Report; the other was a
study of the AID programs in Peru, induding
the Iowa Mission, made by the AID Inspector
General's Office.

Both reports expressed oconcerns that
recent studies made with Iowa Mission hep
had not been transdlated into action by the
GOP.

One result of these reports was the
development of proposed "sub-sector" studies
by AID/PERU as AID struggled to meintain a
semblance of intercountry cooperation. The
idea was that the Ministry would sdet a
priority product or topic for a study to be
conducted largely by Peruvians but with U.S.
financing and technical assistance from the
Iowa Mission.

This approach became AID pdlicy, culmin-
ating in early 1972 in the proposal for joint
Peruvian-U.S. studies on meat and edible
als. This new pdicy went into effect in
March, 1972, and was reflected in an amend-
ment to the lowa Contract in Apri, 1972.
The two remaining Iowa Staff members were
active in preliminary aspects of the pmposed
studies, drafting suggestions, terms
reference and attending meetings.

In May 1972, a new PRO/AG between AID
and the Ministry of Agriculture was signed,
which induded dimination of the Iowa Mis-
sion acoount "Project Support in Peru.”" This
measure caused difficulties since it shut off
all U.S. current expense aid to on-gaing lowa
Mission projects, induding Fundacion para e
Desarrallo Nacional, legal compiation pro-

95

ject, program to improve land transfers, and
projection of irrigation water flows. This
meant that the Iowa Mission became dependent
for project finanaal support on funds avaid-
able in the Ministry, but there were none.

In July 1972, due to a critical shortage
of foodstuffs, a program to deveop a nation-
al food production plan began in the MOA.
This absorbed much of the time of Ministry
employees. Furthermore, in November, a
thorough reorganization of the Ministry began
and ocontinued for six months. This, too,
affected lowa Mission ounterparts, which
interferred with the techniml cooperative
work of the lowa Staff.

There was one project which showed real
praomise in 1972. The lowa Staff in colla-
boration with OSPA personnel deveoped a
detgiled proposal for the initial steps lead-
ing to sector snalysis. However, AID did not
approve the proposal, ostensibly because of
funding problems. Rejection of this proposal
seriously damaged AID's relations with OSPA.
Later on, when AID indicated that the project
oould be financed, Peru reacted negatively
and decided that the project could not be
fitted into OSPA's plans.

These were difficult times for the Iowa
Mission. Very little could be accomplished
as the Peru Government turned inward and
foreign advisors were not particularly
welcomed. This was neither a productive nor
pleasant period in technicel assistance for
foreign advisors. By August of 1973, there
were no lowa Staff in Peru, except the Chief
of Party. About this time, Peru's Decree Law
of International Technical Cooperation (D.L.
18742) went into effect. This law required
that all international technical assistance
from henceforth was to be planned, approved
and directed by the Peruvian Agencies. This
law reflected the independence and national
pride of the Peruvians and ooustituted a
reasonghle and probahly long overdue policy
by the Government. This law was Perus
remedy to the prdliferation of technical
assistance agreements whereby the MOA had
basic agreements with 22 countries and inter-
national organizations.

In retrospect, the Iowa Mission could
well have terminated at this point. As Peru
and U.S. relationships were very strained,



with the predictable fallout effect on the
fowa Mission, this oourse was seriously
considered by lowa and by AID,

On the other hand, the Iowa Mission
provided a nucdleous of international goodwill
between the two nations fran which could be
buiit future improved relations. This, in
fact, did occur during the next Contract
period. Toward the end of 1972, reation-
ships between the U.S. and Peru improved and
steps were initilated to revive tecr 1
assistance work. Fortunately, the ...a
Mission had remained in Peru to hep in this
revival,

On December 4, 1972 the Minister of
Agriculture, General Valdez, in a letter to
AID/Peru outlined a program of technical
assistance to which AID resources could be
applied, thus providing the basis for Project
Agreemertt No. 21, signed in early 1972. The
Minister'’s letter brought out a number of
major paints which can be summarized as

s:

1. AID assistance should focus on the
solution of specific problems considered by
the Government of Peru &s having top priority
within the Agricultural Sector.

2. AID assistance should address not
only problem aress invalving specific
products or groups of products, but also
other aspects of the agricultural sector
related directly and indirectly to specific
problems.

3. There was a need for deveoping a
methodology for performing continuous inte-
gral analysis of the Agricultural Sectar.

To address these problems, assistance in
four areas was requested: (1) techniml
advisors, (2) long-term academic and shart-
term ron-academic training abroad, (3) other
support activ’des such as anthe-job and
in-country training, and equipment, and
(4) specil studies of problem areas which
could serve as reference for action programs
and palicy determinations te improve perform-
ance of the agricultural sector.

Project Agreement No. 21 initiated a new
arientation of USAID assistance to Peruvian
agriculture. Project Agreement 21 reflected
USAID's attempt to align itsdf with the
dominant policy thrusts of the military
government. Hence the deemphasis on agricul-
tural science and a shift towards the social
sciences, particularly the fidd o agricul-

turdl planning and palicy analysis.  This
area, which had been a minor component in
USAID's effort in the recent past, now became
its majar component.

Activities and Results

Responding to the ministers request,
USAID technical assistance efforts entered a
new phase in 1973, as did the work of the
lowa Mission.

Work of the Iowa Mission concentrated on
the following areas: (1) agricultural sector
analysis, (2) wuter law and administration,
(3) farm management and training, and
(4) statistics assistance.

Agricultural Sector Analysis

The possibility of integrating the pro-
posed resourceand commodity studiesof PROAG
21 into a single unified policy framework had
been discussed with AID/Peru in February,
1973. This concept had been endorsed by
AID/Washington when they reviewed the PROP.
The key word suggested by AID /Washingtonwas
that of agricultural setar analysis. Paint
III of PROAG 21 was consistent with this, and
oould, therefore, be supported by al four
parties invalved; i.e., the MDA, AID/Peru,
AID/Washington and Iowa. The Iowa Mission
under the initiatives of Hylke Van de
Wetering, held a series of meetings with AID
in November, 1973 to explain the several
types of sector analysis that could be oon-
ducted. The decision was made to approach
the MOA, and let them choose and define the
type of sector analysis to be conducted.
Subscequently, the appropriate joint financing
agreenients were prepared and approved.

The Agricultural Sector Planning Office
(OSPA) under Direstor General Luis Paz was
best qualified and most interested in per-
forming an integral anlaysis of the agricul-
tural sector. The Directar of the Office of
Socio-Economic Research (OISE) within OSPA,
Lizardo de las Casas, felt that, given time,
OSPA oould incorporate sector analysis within
its programmed plan of work to the benefit of
the ongaing planning process. Al parties
concurred that sector anlaysis should be



primarily an effort conducted under the lead-
ership of Peruvian professionals, with lowa
playing an essential but low-profile rale.

OSPA proceeded to form a core group of
Peruvian economists at the Ph.D. levd, adu-
ated under the Iowa and North Cardlina pro-
grams, who had the responsibility of execut-
ing the proposed studies. Trainees wnder
the earlier participent training program of
the Iowa Mission, induding de las Casas,
beceme important personnd within their core
group of Peruvian economists. OSPA developed
and authorized the pgeneral framework and
supervised and evaluated the studies program.
A special effort was made to use the flexible
administrative mechamism provided by the
Foundation for Nationnl Devedlopment, and to
utlize qualified personnel from the Agrarin
University at La Mdina. Four "becarios"
were returning to La Mdlina. They had been
approached previously and had expressed
interest in working together as a team on a
sector study, provided they received aompeti~
tive salaries.

Beginning Apri 1, 1974, Dr. Hylke Van
de Wetering, previously Iowa Mission's Chief-
of-Party, worked on a full-time basis with
the Oficna de Investigaciones Socio-Econo-
micas ‘OISE) of the Oficina Sectorial de
Planificacion Agraria (OSPA). His activities
with OSPA had two objectives. The first was
to prepare a regional linear programming
model that generated the optimal allocation
of public investment in agriculture as
between 11 crops and 9 regions. The model
was an extension of the methodalogy and data
used by Salaverry in his lowa dissertation in
1969. It served as a stepping stone towards
the second objective, which was to assist
OISE in the design and execution of a pdicy
model that would allow for the systematic
study of alternative policies in continuous
support of the 1975-1978 Agricultural Deve-
opment Plan. This was to be achieved in
three consecutive steps induding (1) quali-
tative oonsistency of objectives and poli-
cies, (2) quantitative consistency of objec-
tives and palides, and (3) a numerical
palicy modd that allowed for the systematic
study of altermative pdlicies in continuous
support of the 1975-1978 Agricultural Deval-
opment Plan. Steps 1 and 2 were significant
improvements in plan formulation and served
as approximate tods for coordinating poli-
ces and programs within the public sector.

57

Furthermore, in a two-leved planning
system, OSPA, morethanany otheragency, had
to have & comprehensive view of all aspects
related to the behavior of the public and
nonpublic sector as rdatcd to the produc-
tion, marketing, and consumption ¢f agricul-
tural commodities, services, and inputs. The
separate MOA directorates were primariy
engaged in solving partial problems. Never-
theless, the satifactory solution of a
partial problem required a mnumber of critical
assumptions with respect to policies and con-
ditions beyond the contrd of individua! MOA
agencies. If these assumptions were correct,
then the salution of a partial problem might
worsen the solution of the general problem
and kecome detrimental to reaching overall
strategies.

The above situation, from a technical
pant of view, had become scute because of
the administrative decentralizaton in formu-
lating the pan. OSPA received the initial
proposals fram the MOA agencies, and after
the necessary modifimtions, approved them.
Ideally, however, OSPA should have provided
each of the MOA agencies with an initial set
of guidelines and resource constraints within
which each MOA agency coild proceed with its
efforts.

In order that OSPA might have the
initiative in plan formulation, it had to
make a prior assessment o the feasibility
and desirabllity of different sets of poli-
des. Moreover, such policies had to be
redated to the fundamental objectives of
public sector action such as income genera-
tion and redistribution as between rural and
urban areas and as between income groups and
social dasses, and other rdated socio-
economic  indicators such as nutrition and
employment. No single MOA agency, other than
OSFA, was directly concerned about these
fundamental objectives.

A comprehensive numerical palicy moded
was devdoped by Lizardo de las Casas and
Hylke Van de Wetering. The mode mnsisted
of four sectors as fdlows: the agricultural
and non-agricultural sectors, each subdivided
into the public and nonpublic sectors. The
model is illustrated in Figure 2.

Section | is a schematic presentation of
nonpublic agricultural sector containing five
principal components: (1) supply of and
demand for owned resources ("recursos pro-
pios") and purchased resources, (2) the
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supply of agricultural commodities, (3) final
demand for agricultural commodities, (4) the
distribution system of agricultural commodi-
ties as between production and consumption,
(8) distribution  system of  agricultural
inputs (rot sketched in Figure 2). The
interaction of the production, distribution,
and oonsumption generated  agricultural
incomes.  This and the redistribution of
rural property under agrarian reforms deter-
mined the level and disiribution of incomes
in rural areas. These, with prevailing
prices for agricultural commodities, deter-
wined oconsumption of such commodities in
rural aregs.

There were two important feedback
effects in this scheme. First, the supply of
agricultural commodities determined rural
incomes, but rural incomes partialy deter-
mined the demand for agricultural commodi-
ties. Sewond, rural population determined
the availabiity of agricultural labor, but
the awvaiabiity of agricultural determined
agricultural production, rural income, and to
some extent rural population.

The scheme, apart from Sections III and
IV, allowed for three additional important
exogenous connections: (1) with respect to
the rest of the world it allowed for imports
and exports of agricultural commodities and
inputs and (2) with respect to the rest of
the national economy i allowed for two
effects:  (a) the demand for food and fiber
In urban areas and (b) the supply of indus-
trial inputs used by the agricultural sector
(not sketched in Figure 2),

Section IV dealt with the determination
of the levels of income and the distribution
of income in urben areas. Urban aress were
taken as synonymous with the nonagricultural
sector

The fundamental limiting growth factors
were related to the Jevel and distribution of
savings for investment purposes as contribu-
ted by the private and public sector and as
between Peru and the rest of the world. The
industrial communit; law and the social
property law were seen as the principal
instruments that aimed at a redistribution of
industrial property.

The palicy modd essentially tried to
estimate the impact of Section III (agricul-
tural palicy), Section IV (gereral economic

policies), and Section I (non-agricultural
income formation) on Section I (agricultural
production, distribution and consumption).
Sections II, III, and IV were peripheric;
Section I was the core of the scheme. Sec-
tion I generated a number of index variahles
such as income generation, income redistribu-
tion, employment, improvement in nutrition-
ally critical problems, etc. ‘The general use
of the policy model can be stated as follows:
() given a series of hierarchicaly ordered
objectives, (2) given a knowledge of genersl
econamic palicies (Section IV) and its impact
on income and population in urban aress
(Section 1I), (3) given a behavioral model of
the agricultural production, marketing and
consumption system (Section 1), (4) then find
8 set or sets of agricultural policies (Sec-
ton III) that satisfy the hierarchically
ordered objectives under 1.

“wenty-four publications and papers
resulting fram the agricultural planning work
are listed below. Unless otherwise indicat-
ed, Hylke Van de Wetering authored these
reports. Most of these materials appear in
Appendix B.1

. "Agricultural planning: The Peru-
vhnexperienoe,intherdeofagrk:\ﬂture
in economic development." Erik Thorbecke
(ed.) Universities-National Bureau Confer-
ence Series, Val. 21, National Buresu of
Eoconomic Research, 1969.

2. (with Jose Salaverry Llosa) "An
interregional linear programming model for
the analysis of agricultural development
policies in Peru," Iowa Universities Mission
Studies, No. 18, May 1970.

3. "Agricultural planning: the Peru-
vian experience," reprinted in Essays on
Peruvian agriculture, Richard Webb and Shane
Hunt (eds.) Instituto de Estudios Peruanos,
Lima, 1976.

4. "A first measurement of the rate of
unemployment of the Peruvian agricultural
labor force." Paper presented at the Confer-
ence on Problems of Agricultural Development

IMuch of the research background for
these publications was generated under the
Government of Peru budget funding directly to
the lowa Mission for the "research fellow-
ships" mentioned above.



in Latin America, Caracas, Venezuela, May
17-19, 1971.

5. "Agrarian reform: an approach to
measure its impact on the provincal
econamy." Paper presented at the Fourteenth
International Conference of Agricultural
Economists held in Minsk, Belyorussia, August
August 24-September 8, 1971.

6. "Practices, issues and problems in
agricultural planning in the Andean Zone
countries." Paper presented for the first
international conference of directors of
agricultural planning, Interamerican Insti-
tute of Agricultural Sciences, Lima, February
1971,

7. "A first estimate of the underem-
poyment of the population economically
active in agriculture in rural aress, by
months, provinces and regions, in 1967."
Study presented at the Caonference on employ-
ment, unemployment, and underemployment in
Peru, Centro de Estudios de Poblacion y
Desarrollo, April 14-17, 1971.

8. "The potential impact of land redis-
tribution on agricultural and nonagricultural
production in rural aress," Department of
Eoonomics, lowa State University, October,
1973. "The demand-induced impact of land
redistribution, " Land Tenure Center PaperNo.
91, Madison, Wisconsin, July 1973.

10.  "Peru, Long-term projection of
demand for and supply of sdected agricul-
tural commodities through 1980," Agricultural
University at La Malina, and the United
States Department of Agriculture, March
1%8.

11. "Planning in stages: a suggested
approach towards multi-level planning at the
national, regional and sector leve," Confer-
ence on Regonal Agricultural Planning,
Interamerican  institute of  Agricultural
Sciences, Bogota, Calumbia, June 1972.

12. "Problems related to the development
of the livestock industry in Peru,”" Tropic
Beef Production Consortium Meeting, Purdue
University, Lafayette, Indiana, September
1972,

13. '"La Reforma Agraria v d Empleo
Agricola," Oficina Sectoral de Planificacion
Agricola, Ministerio de Agricultura, Lima,
Octobre 1974 (title in English: Agrarian
Reform and Agricultural Employment).

14. '"La Cooperativa de Produccion Agri-
cia y d Empleo de Obreros Eventuales,"
Oficina Sectorial de Planificacion Agricda,
Ministerio de Agricultura, Lima, Noviembre
1974 (tite in English: The Agricultural
Production Cooperative and the Employment of
Non-member Workers).

15. "Criterios de interes social y e
Plan Nacional de Culuvos," Oficina Sectorial
de Planifimcion Agricola," Ministerio de
Agricultura, Lima, Diciembre 1974 (title in
English: Criteria of Social Interest and the
National Crop Plan).

16. "Pensamimtas Doctrinarios sobre
'oosto, ‘precio’ y y su uso en la
determinaction de pommas de precios en uan
economia  mixta," Oficina Sectorial De Plani-
ficacion Agricola, Ministerio de Agricultura,
Lima, Marzo, 1975 (title in English: Doc-
triral Thoughts on ‘Cost', "Price and
Value' and Their Use in Determining Price
Pclicies in the Mixed Economy).

17. "Criterios para la determinacion de
una paliica de precios para los fertilizan-
tes,"” Oficina Sectorial de Planification
Agricola, Ministerio de Agricultura, Lima,
Abrd 1975 (title in English: Criteria in
Determining a Price Policy for Agricultural
Fertilizers).

18. "La nueva politica de precios y la
produccion agricola," Oficina Sectorial de
Planificacion Agricola, Ministerio de Agri-
cultura, Lima, Mayo 1975 (title in English:
The New Price Policy and Agricultural Pro-
duction).

19. "La relacion reciproca entre una
politica de precios y la reglamentacion de
los aress de sembrio de los cultivos,"
Oficina Sectoral de Planificacin Agricola,
Ministerio de Agricultura, Lima, Junio 1975
(title in English: The Reciprocal Relation
Between a Price Palicy and the Regulation of
Acres Sown of Different Crops). -

2. '"The two product-two factor model
and its relation to sonie important issues in
i Oficina

terio de Agricultura, Lima, Julio 1975.

21. (with Hugo Maradieque Obando) "A
Camparative Social Benefit-Cost Analysis of
the Twelve Principal Projects of Peru's
Public Investment Program 1968-1975,"



Department of Economics, Iowa State Univer-
sity, 1977,

22. (with Lizardo de las Casas) "A
Theoretical and Applied Approach Towards the
Formulation of Alternative Agricultural Sec-
tor Policies in Support of the Peruvian Agri-
cultural Planning Process,”" Department of
Economics, Iowa State University, 1977.

23. (with John F. Timmons and Julio
Echevarria) "An Interregional Linear Program-
ming Model of the Peruvian Agricultural Sec-
tor and the Impact of Selected Components of
a Comprehensive Agricultural Sector Develop-
ment Strategy by 1980, " Department of Econom-
ics, Iowa State University, 1978.

2. (with Eduardo Cobas) "A Social
Benefit-Cost Analysis of Peru's Four Major
Irrigation Projects,” Department of Eoconom-
ics, lowa State University, 1978.

Water Law and Administration

Decre: Law 17752 of 1969, nationalized
all water rights. In its language and inte
it was further reaching than the agrarian
reform law. It was also more difficult to
execute. The agrarian reform law revalved
fundamentally around the expropriation and
allotment of privately-held landed property.
Both expropriation and allotment had to be
undertaken only once. It was a time-consum-
ing process and absorbed the bulk of the
MOA's budget and manpower between 1968 and
1973. By comparison, the nationalization of
water rights was accomplished at the stroke
of a pen. But the administration of this
renewable, now publidy owned, water resource
had to be a continuous activity. Its general
objective—i.e., the rational use of this
resource in harmony with the development of
the country—gave little concrete guidance as
to how to allocate water between users and
uses. The regulations of Decree Law 17752
essentialy built on existing practices in
water administration. The principal instru-
ments were tariffs, quotas and authoriza-
tions. No drastic changes were foreseen in
either of these. The regulations, therefore,
did mot spell out as to how the "rational use
of water, etc." was to be reflected in the
administration of this resource. In prac-

viously existing water rights ocontinued to
exist. The Directorate-General of Waters was
reluctant to make any changes without the
necessary studies. This was the primary
motivation of the DGA's request for a special
study on the establishment of tariffs and
quotas.

The study was conducted under the lead-
ership of Ing Santos Galarza, (Director of
the Tariffs and Quotas Division of the
D.G.A.), and Professor James Seagraves of the
Iowa Mission on loan from the North Cardina
State University.

Galarza and Seagraves asserted that
rrigation water assumed distinct aspects as
it was (1) dealt with by water laws, (2) sub-
jected to prescriptions of economists, and
(3) actually managed and divided among farm-
ers. For example, Peru's new Water Law
dedared that all the water belonged to the
state, that the state was responsible for
assigning i rationally to users, and that
user fees should be levied on measured
volumes of water delivered so as to recover
all the costs of water to the government.
Economists were mainly interested in using
prices to achieve efficient use. They recom-
mended specia! pricing schemes such as sea-
sonal prices, and almost always recommended
use of measured volumes. In actual practice,
irrigation water was highly subsidized, the
collection of the money had little relatic-
ship to the amount of water used, and it was
often uneconomic to measure volumes.

Galarza and Seagraves felt it possible
that neither water laws nor there commenda-
tions of econcmists had been besed on suffi-
dent analyses of water. First, flows tended
to be highly variable unless there were regu-
latory reservoirs. Uncertsin flows led to
the use of proportions to ration water when
it was scarce rather than promises to deliver
in volumes. Variable flows also helped
explsin a tendency to err on the low side in
assigning prices so as not to discourage use
when flows happened to be abundant. Second,
most irrigation projects invaved large fixed
investments with long lives, were associated
with the opening up of new land, and tended
to be influenced by a variety of political,
as opposed to economic, oonsiderations.
Subsidies could be explained partly in terms

tice, therefore, allotments under the pre- of the multiple objectives of political

61



decision (in the U.S. as well as Peru).
Third, the wvalie of irrigation water was
often low compared with the cost of measuring
ito

Galarza and Seagrave’s tentative condu-
sions with respect to Peru were that it would
be worthwhile to begin a modest program of
recovering the apital costs of irrigation
projects, that the formula specified by
current regulations—forgetting interest but
induding inflation—would be a good start,
that vaumetric measure should be stressed
only where water had a high value and flows
were regulated, and that proportional alloca-
tions be accepted as a local modus operandi
wherc flows were uncertain.

Seasonal fees appeared to be warranted
in Canete and many other valleys of the coast
of Peru. Neither estimates of the value of
water nor linear programming studies were
needed to fix these charges. The only
requirements were estimates of the ocosts to
be recovered each year and the total volume
of water that would be ddivered in the
high-valued season. Where flows were
uncertdain, it would continue to be logical to
use propartions and minutes to ration the
water among farmers and as a basis for
estimating valumes. In valleys in which the
value of water was extremely high and the
oost to be recovered very low, dual fees may
be more logical. Seasonal fees could provide
an easy transitim to dual fees in the
future.

Linear programming provided a way of
estimating the value of land and water by
months as well as a framework for simultan-
eously oconsidering a large number of alterna-
tives using just one set of product prices,
techndlogy, and interest rates. Similar
programming models of a single valley could
be applied to adjacent valleys to compere a
large number of projects and also to estimate
the net benefits of connecting the valley.
Galarza and Seagrave's felt this valley-by-
valley approach to water resource planning
was indicated in the case of Peru.
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Staffing of the farm management posi-
tions presented special problems. The
original request was to locate two advisors
with the Direction General d= Pramocion Agro-
pecuaria. At the request of the Minister of
Agriculture these advisors were to be located
with the Centro Nacional de Capacitacion e
Investigacion de la Reforma Agraria
(CENCIRA). This agency played an important
roe in providing management assistance to
the newly-created production aocoperatives, a
crucial component of the Peruvian Govern-
ment's revalutionary program. It was also an
agency with a pronounced idedogical and
samewhat anti-American orientation.  The
director of the agency had therefore expres-
sed a preference for advisors of a Latin
American nationality. But the recruitment of
third country nationals, compensated on an
international salary scale, presented prob-
lems under AID's rules and regulations. The
compromise was to staff the two positions
with Randall Hoffmann of ISU and Tomas
Mulleady fram the University of Castellar in
Argentina, who was an ISU Ph.D. graduatein
economics.

Accamplishments under this activity are
reported under Contract AID/1a-1069, since
most of the work was performed during the
period of that Contract.

Statistical Assistance

Insufficient time remained for the staf-
fing of the long-term statistican under Con-
tract AID/1a-592, but commitments were made
for this staffing under the new contract
AID/18-1069 which became effective July 1,
1974. However, a short-term statistician,
Roy D. Hickmean, devoted twomonths inworking
with Peruvian offidals of the Directar
General for Information and Statistics
(DGIEMA) on foundation work to be continued
by Barry Arndd under the new contract.



PART SIX: SECTOR ANALYSIS AND PLANNING:

CONTRACT AID/1a-c-1069
QULY 1, 1974JUNE 30, 1977,
' EXTENDED TO OCTOEER 1, 1980)

Purposes of Work

Accarding to the Contract, objectives of
requested technical assistance were: "To
assist the Miristry of Agriculture (MOA) in
analyzing key problems in the agricultural
sector and improving its medium and long
range planning system. Emphasis will be
placed an improving methodalogy, conducting a
series of studies on agricultural problems,
and assisting Peru (GOP) in implementing
programs resulting from the analysis and
studies. " '

The Iowa contract was amended in Septem-
ber, 1976, with the additional objective of
assisting the Ministry of Agriculture and the
Ministry of Food (which had become a separate
ministry) in the analysis of key agricultural
problems affecting the (1) productivity and
welfare of small rural producers and (2) sup-
py of food at reasonable prices to consum-
ers. Design of action programs was to alle-
viate these problem areas. These objectives
were to be achieved through extension of the
institutional capacity for problem analysis
and program design in the rural sector
through training programs for Ministries
personnel and the expension of piot pro-
jects.

Procedures in achieving the purposes of
work induded training personnel and giving
assistance in methodology and analysis of
particular problems which would improve the
functioning of specific development programs.
Also, formal linkages were to be de
between programs and alternative
methodologies which would be tested, and in
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the longer run, would lead to the estahlish-
ment of a multidevel planning model,

Work would include but not necessarily
be limited to the following aress: (1) sec-
tor analysis and planning, (2) water resourc-
es, (3) farm management, (4) price palicy,
(5) statistics, and (6) forest management .
Major means of achieving these objectives
were through research, training and advisory
activities.

The turbulent late 1960s and early
1970s, bringing the military coup, revolu-
tionary social and economic changes, and
strained Peru and U.S. relationships generat-
ing 1l feelings and suspicions by Peruvians
toward U.S. citizens, were accompanied by
severe and almost disestrous fallouts on the
lowa-Peru Program and the Iowa-Peru staff,
By 1974, however, as was mentioned in Part
Five of this Report, the relations between
the two countries were on the mend.
the working relationships under the new
Contract AID/la-c-1069, were considerably
improved compared with the almost hostile
environment during the period of the previous
Contract AID/1a-592,

While working conditions were improved,
they were altered. Peru had changed and many
foreign groups working in Peru had to adjust
to these changes. In the process, Peru had
undergone a Renaissance, drastically altering
its institutions, its national integrity and
its relationships with other nations,

At the same time, certain excesses of
the revalutionary period were accompanied by
Serious econamic  problems induding infla-
ton, reduction in public funds, flight
capital, flight personnel, and serious diffi-
culties in borrowing funds fram abroad.

Such was the situation as the Iowa-Peru
Program, which had barely survived the revo-
lution, received a new lease on its commit-
ment to assist Peru in arrying out Peruvian



economic and social objectives through tech-
nical assistance from a friendly and sympa-
thetic Iowa Mission.

Sector Analysis and Planning

Hylke Van de Wetering continued to work
with Lizardo de las Casas and Luis Paz and
their colleagues in the Office of Sectoral
Planning of the Ministry of Agri~lture
(OSPA) in generating an improved data base
for planning purposes and in developing an
improved methodological framework for inte-
grating special studies into a comprehensive
sector analysis.

The sector model begun under Contract
AID/1a-592, as reported in Part Five of this
report, was completed and additional studies
were undertaken to provide and process data
for the model.

Before leaving Peru, Van de Wetering
assisted OSPA with the completion of the
"Anteprojecto” of the 1975-1978 Agricultural
Development Plan and in the development of
studies on demand of crop and livestock
products, on agricultural employment and
agricultural production. These studies were
part of the larger agricultural palicy model
to study alternative approaches within the
context of the 1975-1978 Agricultural Devel-
opment Plan.

Two other studies were undertaken to
achieve a framework which weu'd allow com-
perisons of alternative agricultural pdlicies
in support of the Agricultural Development
Plan. This work was continued in Ames by
Lizardo de las Casas, who had returned to the
[.S.U. campus to complete his dissertation
for the Ph.D. degree and by Hylke Van de
Wetering, who had returned to the campus to
continue his resident teaching and research
duties, which incdluded working with de las
Casas.

These studies were on (1) the supply of
food and fiber, given alternative supply pro-
moting palicies, and (2) the integration of
the consumption, employment, and supply data
into one .omperative pdicy programming
model. Both these studies were completed by
de las Casas and Van de Wetering by Septem-
ber, 1977. The on-campus component of these
studies was supparted by 1.S.U. through 211-D

funds provided by AID in combination with
lowa-Peru project funds.

A detgiled description of the scope and
method of the above planning and policy mech-
anism is contained in de las Casas' doctoral
dissertation. The approach is based upon the
following key features of the agricultural
planning process in Peru:

1. The public sector does not directly
contrd the allocation of privately owned
resources at the famm level.

2. Due to far-reaching agrarian reform
programs, virtually all farm units are either
small family farms or large production coop-
eratives.

3. The public sector owns, produces, or
controls the availability of several scarce
resources or services necessary for agricul-
tural deveopment. These indude, for
example, natural and chemical fertilizers,
improved seeds, agricultural credit, major
storage and procecsing facilities, extension,

4. Within the public agricultural sec-
tor, the several governmental agencies retain
a large degree of autonomy. The Agricultural
Sector Planning Office, by law, must coordi-
nate the short-term and long-term palicies
and resource allocations of the sepsrate
agengcies.

5  Planning decisions normally relate
to a medium- or a long-term perspective,
resulting in the periodic preparation of com-
prehensive Agricultural Development Plans.

6. Due to the exigencies of unforeseen
development, the Development Plan is contimr
ously revised. Because of this, planning is
a continuous and not a periodic activity.

7. The Office of Agricultural Pdlicy
Analysis of the Agricultural Sector Planning
Office has the responsibility of estimating
the impect of the several agricultural poli-
des, singly and jaintly, on the performance
of the private agricultural sector and relat-
ed varighles of social concern.

8. In ase such outcares dearly vio-
late predetermined high priority social
objectives, the Office of Agricultural Palicy
Analysis must propose alternative policies,

The modeling of the interaction between
the private and public agricultural sector
was based upon the principle of a general
equiibrium interaction among autonamous



decision makers. The major categories of
decision-makers in the private sector are the
cisurers, the producers, and the firms (and
households) engaged in the distribution of
agricultural inputs (induding labor). The
major categories of decision-makers in the
public sector were the several agencies that
compose the Ministry of Agriculture, the
Ministry of Food, and other separate govern-
mental agencies whose palicies have a direct
bearing on agricultural production, market-
ing, and consumption.

For each of the autonomous decision
units an appropriate behavioral theory was
formulated. Particular attention was peid to
obtain an appropriate theoretical framework
for the economic behavior of the agricultural
production cooperatives, the small family
farm, and the consumer.

The economic behavior of the major cate-
gories of decision-makers was analyzed with
respect to a situation-specific data frame-
work. This principle of disaggregation was
carried out along space, time, commodity
and resource dimensions. It permitted the
quantification of the reaction functins of
individuals or groups of decision units with
respect to changes in the above data, specif-
ically as they related to public sector pali-
cies such as price palicies and the distribu-
tion of those scarce resources, as identified
earlier and contralled by the public sector.

The subsequent consdlidation of micro,
situation-specific, reaction functions along
time, space, commodity or resource dimensions
resulted in a corresponding macro-reaction
function; e.g., a market demand or market
supply curve for a commodity or resource.

The above approach permits a systematic
study of the impect of given public sector
policies on a large number of performance
varisbles of the agricultural sector. The
public sector institutes such pdicies in
order to achieve certain goals. Diverse
optimization techniques can be used in deter-
mining public sector policies as a function
of social objectives. Further numerical
manipulation of this framework shows how a
variation in a single palicy or set of poli-
cies would affect the attainment of these
social objectives. It wculd, therefore, give
a comprehensive and relativdy quick evalua-
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tion of the immediate and total impact of
proposed alternative agricultural (and non-
agricultural) pulic sector policies.

To the extent that short-term develop-
ment forces a revision of past policies, the
above framework suggests sets of policies
that imply a minimal sacrifice of long-term
societal goels with respect to oonsumer and
farmer welfare. It, therefore, provides for
the needed connection between short-term anc;
long-term planning.

"mplementation of the above project
Suuted in June, 1975. - Apart from the metho-
dalogrical contributions, it required:

. a review, delineation and disaggre-
gaton of agrocimatic areas ewithin each of
the jurisdictional units of the Ministry of
Agriculture.

2. further delineation of such aress by
land use, sols, water avaiabiity and
general infrastructure on basis of a cross-
tabulational analysis of a variety of statis-
tical sources and studies.

3. the current and projected available
human resources for agricultural employment;
the current degree of underemployment of this
labor force, by aress, by, months and by type
of farm units.

4. identification and quantification of
the marginal cost at which, and the extent to
which, additional land ®mn be incorporated
for the purposes of cropping and grazing.

S identification and quantification of
existing cropping and livestock production
practices by agrodlimatic arees.

6. quantification of enterprise budgets
by crops and livestock production by agro-
dimatic areas.

7. economic evaluation of public sector
promotional best-cropping practices packages,
taking into acoount the opportunity ocost of
privately owned resources and the cupability
of installed infrastructure to ddiver the
suggested inputs in quantity and on time.

8. the derivation of uptimal reaction
functions of family farms and prociuction
cooperatives given a variation in privately
owned resources, publidy provided resources

(nduding advanced technalogies) and
prices.
9. the derivation of income elastici-

ties of demand for all major and locally



important agricultural crop and livestock
products, by dimatic zones, rural-urben
areas, and income strata.

10. the derivation of base year produc-
tion and disposition balances for all major
and locally important crop and livestock
products.

11, a pnelimimry estimate of the inter-
provincial trade in agricultural products,
and an evalustion of the entry potenml of

12. an evaluation of current marketing
and transport facilities; the estimation of
transportatior: costs in terms of distance and
road condiiions; the estimation of the other
components of marketing margins in agruicul-
tural products; the evaluation of the anpact
of the proposed integral rurul storage and
marketing program.

13. the formulaton of an initial trial
linear programming model on a regional and
inter-regional basis, detsiled by commodities
and spatially separste demand, traditional
and advanced cropping practices, selected
irrigation  projects,  sdected  integral
research-extension programs by major agricul-
tural commodities and pdlicy alternatives as
to agricultural production for export pur-
poses ar for the purpose of import substitu-
tion.

14. construction of a comprehensive data
anllection, retrieval and up-dating system
relative to the above.

Paralld to the above studies, dJulio
Echeverria, Professor of Economics at the
Agrarian University, followed Jose Salaver-
ry's interregional programming approach, and
in the precess, substantially expanded the
number of regions to 52. Echeverria complet-
ed his Ph.D. thesis in August, 1978 and
thereafter returned to Peru to continue his
work in the Agrarian University and the Uni-
versity of Agriculture.

Water Resources

James Seagraves oontinued to assist
personnel in the Water Resources Division
(DGA) developing a rational system of water
tariffs and quotas to improve the efficiency
of water distributon, as well as a methodal-
ogy for evaluation costs and benefits for

irrigation investment projects.  Also, this
work contributed to providing elements essen-
tial for sector analysis induding crop pro-
duction activities using water as an explicit
variable.

A method for studying alternative pric-
ing schemes was defined and AID funding was
obtained for one-half of the costs of the
study. The study is described in the Febru-
ary, 1975, report entitled, "Description
General del Estudio Especial de Tarifas de
Agua" and is summarized briefly.

The study consisted of: (1) estimating
the average cost of irrigation water and

ing the osts to be recovered by the
Governmerit, (2) estimating seasonal values of
water through use of the marginal cost of
additional water, linear programming and
other techniques, (3) enalyzing the history
of water distribution n. sdected valleys,
(4) flustrating alternative systems of water
fees some of which rely on marginal costs or
estimated values of water, (5) analytically
applying the systems in seversl valeys of
western Peru, and (6) evaluating the systems
under conditions projected 10 and 20 years in
the future.

Steps 1, 2 and 4 were defined precisely
and ilustrated for the Canete Valley (lowa
Mission Economic Study No. 6). In Tacna, the
history of watar distribution was studied and
alternatives with respect to agricultural and
nonagricultural allocations were outlined.
Marginal costs of additional water were esti-
mated fcr Chancay-Lambayeque and Tacna as
well as Canete,

Estimation of seasonal values in Canete
was based on a linear programming model that
provided resuits for both the present and
potential future investment. These results
were published in Report No. 10 of the study
and presented in two seminars, one at the
Ministerio de Economia y Finanzas July 24 and
another at the Direccion de Aguas July 25,
1975. Peruvian counterparts preferred this
type of study because it was constructive and
of new investments and the value of water by
valleys were not essential to the design and
implementation of new water pricing schemes.
Basically, they served to help define econom-
ic concepts—the marginal cost and the sea-
sonal values of water. Understanding of
these concepts was useful in developing



pricing systems for the future that would not
only recover more money from the water users
but improve water allocation, which were
major objectives in Peru's water laws.

Consideration was given to the propor-
tion of capital costs to be recovered. The
rationale for using replacement oosts and
real rates of interest was deveoped and
llustrated.  Section III D of lowa Mission
Economic Study No. 6 presented observations
on this topic. The costs of investments of
the central Government were currently not
being recovered from the water users. Peru
could begin recovery of capital costs as
defined by current regulations, induding
amartization of the Government's capital cost
over the useful life of the investments at
zero percent but induding a factor for
inflation in the annual amounts. This would
amount to recovery of about 50 percent of the
capital costs from the users.

Alternative systems of water charges are
llustrated in Section III F of Economic
Study No. 6 and prepared in Spanish as Report
No. 11 of the Estudio Especial de Tarifas de
Agua.

Two bachelor's-degree candidates parti-
cipated in these studies and prepared theses
besed upon their work; induding Nancy
Liendo, with her study of water supply and
distribution alternatives for Tacna, and
Carlcs Ireimon, with his study of indices of
water and land values.

Several conclusions emerged from these
studies. Peru's Water Law specifies that the
full costs of developing water supplies
should be recovered from the users and that
water charges should be based on measured
volumes of water delivered. One of the needs
in this study was to explain why thesce laud-
able economic policies were not implemented.
Agricultural subsidies are common in many
countries and subsidizing the development of
land and water is one means to stimulate pro-
duction. Peru is seeking ways to increase
agricultural production quickly and especial-
ly to increase the intensity of land use. It
is not surprising that irrigation water is
subsidized, especially in the case of the
large politically-motivated  projects  which
reflects similar motivations in the U.S.

Valumetric measurements of water tend to
be ignored when the water is distributed pro-
portionally (in shares) and proportional
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distribution is logical whenever flows are
variable. There are several valleys in which
flows are regulated by reservoirs and it is
possible to promise ddivery of a certsin
amount of water. However, in the majarity of
the valleys flows are uncertsin, proportions
(turnos) are used to distribute the water
from about June to January, additional water
has very low values in the period February to
May and estimated water valumes are based on
the area seeded to various crops. Current
policies in these valleys appear to be a
logical compromise, and suggest that volu-
metric measurements at each farm are not

Tentative condusions for Peru are that
subsidies of irrigation water should be
defined and reduced fram their present
levels. It is recommended that full costs of
operation and maintenance oontinue to be
oovered in the fees charged and the Govern-
ment begin to recover roughly one half of its
capital expenditures.

It is further recommended that in cer-
tain valleys seasonal pricing schemes be
tried, stressing estimates of the volume of
water only during periods of high value.
Estimates could be based on proportions and
recorded volumes at the head of each major
canal rather then on individual measurements
of water volumes at each farm.

A system of dun. fees aould stress
water's occasional high value even while it
is subsidized. A low basic fee would apply
toabasnalldmentandaseasonally Sensi-
tive marginal fee equal to the value of water
would be charged for any water requested
beyond the basic allotment. Dual fees could
also hdp (1) restrict excessive use of sur-
face water, (2) restrict excessive use of
wells in same valeys, (3) stimulate use of
wells in other valeys, (4) raton water to
its highest uses in times of extreme short-
ages, and (5) eese the strain of a redistri-
bution of water. It was recommended that
dual fees be tried in some valleys in which
irrigation water has had extremey high
values in the past. Either volumes or pro-
portons oould be used depending on the
degree of contrd of the total volume that is
possible.

It is dear that most of the irrigation
projects are highly profitable.  However,
Peru should be careful in assigning project



priorities. It remains difficult to wuse
existing benefit/cost raticss in decision
making because studies are not prepared in a
consistent way. An effort should be made to
standardize prices, shadow prices and inter-
est rates and a new set of acceptable or
"normal" prices should be drawn up annually.

There remains the need to develop a
framewark for comparing actual and potential
water and land resources of the aoastal
valleys, particulsrly the valleys for which
projects are proposed. One oould estimate
the following data with and without each
project: hectares served, water per hectare,
and net income per hectare; and then use the
annual cost of the project and the value of
the additional water on the dd hectares to
calculate the net cost per new hectare. It
might be easier for decision-makers to com-
pare net income and net costs per new hectare
than to compare the benefit/cost ratios of
projects. The basic idea behind these simple
geographic-econamic summaries would be to
prevent ‘gross exaggerations of the agricul-
tural benefits,

It is also hoped that the linear pro-
gramming models deveoped in these studies
for sdected valleys wil find their real
payoff in future project appraisals. These
studies faciitate with and without compari-
sons, separate consideration of components,
and estimation of optimum sets of investments
at different interest rates.

Major publications results
of these studies indude: (1) "Descripion
General del Estudio Especial de Tarifas de
Agua" Sub-Direccion de Tarifas y Cuotas,
Direccion General de Aguas, Lima, Peru,
February, 1975; (2) Economic Study No. 6 of
the lowa Mission, "Values, Costs and Prices
of Irrigation Water, Canete Peru" lowa
Universities Mission to Peru, USAID, U.S.
Embassy, Lima, July, 1975 (also published as
Informe No. 9 del Estudio Especial de Tarifas
de Agua); and (3) Informe No. 10 del Estudio
Especial de Tarifas de Agua, "Valwes y
CostosdeAguadeRlegoenCane@e Una Apli-
cacion de la Programacion Lineal" (Documents
de Trabejo) Ministerio de Agriudtura, Direc-
con General de Aguas, Direcdon Distritos de
Riego, Sub-Direccion Tarifas y Cecotas, Divi-
sion de Analisis Economicos, July 1975.
These studies are induded in Appendix B.

The report, "Values, Costs and Prices of
Irrigation Water, Canete, Peru," Eoconamic
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Study No. 6 of the lowa Universities Mission
to Peru USAID, U.S. Embassy, Lima, July 1975,
was translated into Spanish and published as
"Valares y Costos de Agua de Riego en Canete:
Una Aplicacion de la Programacion Lineal,"
Informe No. 10 de Estudio Especial de Tarifas
de Agua, Direccion General de Aguas, July
1975.

In addition, a selected number of teach-
ing materials was published and translated
for the course in Resource Economics for
students working on these studies as describ-
ed in the following statement on training.

In aeder to interest personnel of the
Water R esources Agency to help form a group
of research workers and to recruit students
for the La Molina graduate program, a course
was organized in resource econamics for about
20 students. Roberto Castro, Abraham Febres
and James Seagraves were the instructors.
The course lasted six weeks with six hours of
dasses per week, It induded numerous exer-
cises, exams and handouts for the students.
It was a worthwhile course.

Most of the training activities were on
a one-to-one basis with personnel fraom the
office, especially with Ing. Santos Galarza
and Renan Ochoa.

Considerable time was devoted by
Seagraves in consultation with the Irrigation
Projects Agency (especially Ruben Parra and
Roger Sanchez) on methods they could use in
the evaluation of projects and the comparison
of incomes fram valley to valley. A number
of valleys on the coest of Peru for purposes
of discussing alternative water rationing
schemes with the directors of the irrigation
districts.  Seagraves participated with a
group of schaars fram Chile, Calumbia, Peru
and Resources for the Future in preparing a
book an irrigation. This involved meetings
in Sentiago and Cartegena. Results of the
linear programming analysis of Canete were
presented at two seminars, one at the Minis-
try of Finance, and another at the Water
Resources Agency.

Farm Menagement

Tamas Mulleady and Randall Hoffmann con-
timied to advise and assist the Center for
Training and Research on Agrarien Reform
(CENCRRA) on studies required to develop
model production plans for associdve



enterprises organized under the Agrarian
Reform Program. They also hdped plan and
oconduct training courses by CENCIRA and
for farm planning, sector analysis and the
training of CENCIRA staff.

The work included development of farm
planning models, analysis of results fram the
models, and linking farm levd results to
higher level planning and pdlicy evaluation
systems through simplified aggregation proce-
dures. Once the farm data were assembled,
contacts were established with the Ministry
of Economy and Finance Computational Center
where linear programming software were adapt-
ed and modified for processing farm data.
Results of the farm planning analysis were
discussed with appropriate professionals of
the Ministry of Food, Ministry of Agricul-
ture, Ministry of Economy and Finance, and
Agronomy Faculty at LaMolina. Proceduresand
analysis of results were later presented at
seminars and as part of orgunized training
programs.

The simplified linear programming pro-
cedures which were devedoped permitted more
rapid calculation of agricultural production
plans with fewer errors and more complete
analysis of farm plans. The computerized
planning system also permitted the rapid cal-
culation of alternative farm plans for oom-
parative analysis under various farm prices
and resource constraints. Sensitivity analy-
sis of product prices and resource costs pro-
vided a further insight into the range over
which prices or costs could be shifted with-
out affecting the besic production plans.

Coordination between CENCIRA Training
and Reserach divisions did not exist prior to
assistance rendered by Hoffmann and
Mulleady.

CENCIRA oonsisted of the national head-
quarters and regional offices. Regional
offices where in charge of organizing trein-
ing activiies at the regionsl level and
CENCIRA personnel from Lima traveled to the
region to teach short courses for the requir-
ed personnel.

Courses also were organized in CENCIRA
headquarters for Ministry of Agriculture
(MOA), Banco de Fomento, and other govern-
ment professionals dealing with production
cooperatives.  lowa personnel assisted in
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training activities and curriculum develop-
ment and preparing training materials.

Thirteen courses on farm management and
farm planning with an average attendance of
25 professionals per course were taught by
Dr. Mulleady. Most of these professionals
were providing technical assistance in farm
management and farm planning to the produc-
tion cooperatives. Cooperatives were suppos-
ed to submit production plans to the Ministry
of Agricultural Zonal Office before applying
for production and investment credit in the
BFA.

Also presented were two one-month cours-
es in linear programming applied to farm and
regional planning for professionals working
in the planning divisims of the Ministries
of Agriculture, Food, CENCIRA and Direccion
General de Apoyo A las Enpresas Campesinas.

Preparation of training materils and
curriculum development were important octivi-
ties at CENCIRA. Originally, farm management
oourses oconsisted of meinly training MOA
professionals  (Agronomists) to complete a
series «f tables that resulted in the coop-
erative annual production plan and the finan-
cial requirements to carry the plan. These
oourses did not indude any analysis of
different production alternatives nor basic
econamic principles to decide among alterna-
tives.

A new curriculum wus developed trying to
integrate into a unit the tasic ocurses of
acoounting, farm mansgement principles, farm
planning and financial management. Prepara-
tion of training materials was emphasized.
This basic curriculum wac mproved after
successive experiences and during 1976, the
farm management course was CENCIR A's main
training activity. ‘This in part wss due to
the need to increase the nuinber of MOA tech-
nicians trainad in farm management to provide
technical support to the production coopera-
tives that were beginning to show financdal
probloms.  Ultimately, each oourse of the
farm menagement curriculum had its course
outline and teaching materials. The weakest
paint in the whole training process was the
lack of basic information about the many
problems that were affecting the production
cooperatives. These farm management courses
helped very much in terms of changing the
attitude of CENCIRA toward research at the



cooperative level. MOA professinals were
bringing to dass in the form of questins
same of the problems that they were facing
when dealing with cooperatives. The need for
reseach became evident and lowa personne
callabarated with the CENCIRA research divi-
sion in developing a research program at the
cooperative level. The resesch project was
financed by AID.

Consultation  activiies were
place almost continuously with CENCIR A pro-
fesgionals and the Director of Training.
Main consultation activities were: (1) To
help CENCIR A Research Division to develop a
research framework analysis at the coopera-
tive level. This consisted in developing the
questionnaire with the informaton to be
collected and the besic analysis. (2) To
assist the FAG communications team at CENCIR A
to develop audiovisual material to train
cooperative members in the basic principles
of ocooperativism, cooperative arganization
and basic principles of accounting. (3) To
help AID/Peru in the preparation of the
economic analysis of two Project Identifima-
tion Documents for Development of Cooperative
Centrals and Increase of Soybean and Corn
Production in Peru.

A report was prepared for the Director-
General of CENCIRA containing an analysis of
resource use, production and financial con-
straints, organization problems, production
potential alternatives and a technical
assistance program for the deven coopera-
tives of Alto Piura. Due to a request from
the Director of CENCIRA, the results of this
analysis were presented in a seminar for the
CENCIRA professional employees.

Another memo to the Directar of CENCIRA
analyzed the production and economic situa-
tion of the SAIS J. C. MARIATEGUI (12,000
beef cows) in CATAMARCA. Recommendations
induded a technical assistance and training
program for SAIS members.

Publications generated with assistance
of the Iowa Mission induded:

(1) Manual de Administracion para
Empresas Campesinas (Administration Manual
for Associative Enterprises), R. Palacios, O.
Castila, G. Carranza, H. Diaz, J. T.
Mulleady, CENCIRA, 1975. This was a 37-page
publication describing the functions of the
production cooperative manager in relation
with the direction, organization, and
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planning of the cooperative. This material

was later on used in the Farm Management

oourse,

(2) Computerized production planning of
associtive farm enterprises in Peru, Iowa
Mission publication, R. A. Hoffmann, June,
1975.

(3) Planificacion mecanizada para los
fines de produccion agricola de las ernpresas
asociativas en el Peru, Iowa Mission publica-
tion, R. A. Hoffmann, Apri, 1975.

(4) Production cost analysis of major
agricultural crops end comparative crop
feasibility analysis for evaluating future
national production programs. In Feasibility
Report submitted to USAID by the Ministry of
Food, S. H. Sosnick and R. A. Hoffmann,
1975,

(5) Evaluation of "Agricultural Sector
Survey-Peru." Special report requested by,
and submitted to, the Director of USAID/Peru,
R. A. Hoffmann, May, 1975.

(6) Agricultural sector development, a
program sector assessment approach. Special
report requested by, and submitted to, the
Director of USAID/Peru, R. A. Hoffmann,
danuary, 1975.

(7) Plan de Trobejo, Cencdra-Mission
Iowa, R. A. Hoffmann and J. T. Mulleady,
October, 1974.

(8) Programacion Lineal Aplicada al
Planeamiento de las Empresas Campesinas
(Lincar Programming Applied to Associative
Enterprise Planning), J. T. Mulleady,
CENCIRA, May, 1977. This publication was the
result of the material presented in the two
linear progremming courses—120 pages. It
contained the besic principles of model
building end primal and dual interpretation.

(9) Teaching materials prepared by
Mulleady included:

(a) Costo de Produccon de una Empresa
Lechera (Production Cost of a Dairy
Farm), 19 pages.

(b) Notas sobre Teoria de la Firma (Notes on
theory of the firm), 20 pages.

(c) Eficiencia de la Production a Travez del
Tiempo (Production efficiency through
time), 9 pages.

(d) Riesgo e Incertidumbre on la Producdion
Agricda (Risk and Uncertainty in Agri-
cultural Production), 13 pages.

Most of these publicatins are listed in

Appendix B.



Examples of training courses conducted
by Mulleady for Professinal Personne
induded the following:

# of par-
Place Date ticipants  Psrticipants
Qusco May 12-June 5, 35 MOA Professionals
1974
CENCIRA  Aug. 5~Sept. 28, 30 MW, Sinamoe, and
1974 B.F.A.
Chielayo Oct. 24~Oct. 28, 12 MOA Professionals
1974
CNCTRA  Oct. 8-Oct. 25, 30 MDA, SINAMDS and
1974 B.F.A.
Arequipa Nov. 18-Dec. 6, 30 MM, SINAMOS ard
1974 B.F.A.
CENCIRA  Feb, 17-April 1, 20 CENCIRA
1975 Professionals
GNCIRA  May-June, 1976 23 DGAPC Professionals
GNCIRA  June 21-July, 2 DGAFC Professionals
1976
QGINCIRA  June, 1976 25 MW, MOF, BFA and
CENCIRA
Cusco Aug. 2-Sept. 4, 2% Graduate students
Univ, 1976 and fam managers
Tarapoto Sept. 9-12, 1976 30 DGAEC Professionals
CENCIRA  April, 1975 10 CENCIRA
Professionals
CGANCIRA  Oct. 18-Nov, 22, 12 OSPA, DGAEC,
1976 CENCIRA

Working in the DGPA, Stephen Sosnick (cn
loan to the lowa Mission from the University
of California, Davis) assisted the Peruvians
in the following four applied research pro-

jects: (1) comparative costs of different
tractors, (2) best use of a refinery for
edible dls, (3) comparative advantage in

soybean production, and (4) estimation of
average oosts of production. In addition, I
served as a oonsultant on three Peruvian
projects—() identifying  inefficiency  in
food marketing, (2) implementing price con-
trals, and (3) designing a system of packing
houses and food markets.
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Results of this work were summarized in
the fdlowing reports and publications:
(1) Comparison of Tractor Costs, (2) Ineffi-
ciencies in Marketing Food in Peru, (3) Re-
port on the Edible Oil Refinery, (4) Import-
ing vs. Growing Soybeans, (5) Methodology For
Estimating Average Costs of Production, and
(6) C. Lesceno, . Morales, and S. Sosnick,
"Estudio de Rentabilidad de Refinacion de
Aceite Comestible en la Central de Coopera-
tivas Agrarias del Huallaga Ltda. No. 23"
(Apri, 1975, 73 pp.). This report showed
that the additional investment needed to
process edible al at the refinery in ques-
tion would have had a yidd of less than two
percent per year.

Six Peruvians within the DGPA were
assisted by Sosnick in the use of techniques
and analysis in the above studies.

Statistical Assist

Responding to the Peruvian request for
statistical assistance, postponed from the
year earlier, Barry A. Arnold arrived in
July, 1974, and immediately began work: in
OGEMA, on several activities which Roy
Hickman, Iowa short-term cunsultant, had
discussed with the OGEMA staff in 1973.
These activities induded training research
in sempling, data oollection end data analy-
sis.

The following courses were presented to
professional personnel in the public sector:

(1) Regression theory. Barry Arnold
presented an introductory course in regres-
sion theory and methods to staff members of
the Information and Statistics Office as wel
as other offices of the Ministries of Agri-
culture and Food in addition to other Minis-
tries. Attendance was about 40. The dass
notes were transcribed by two dass members
and cdrculated in multilithed form.

(2) Introductory courses on theory and
applications of statistics. Roger Arroyo and
Barry Arnold with the assistance of techni-
cans from the Biometry Office (Ministry of
Food), taught these courses in Chidayo (July
29-August 6, 1975) and then in La Mdlina
(August 12-August 22, 1975). The notes from
this course were bound by the Direccion
General de Investigacion of the Ministry of



Food under the title: "Estadistica Experi-
mental: Curso Basico.” Roger Arroyo and
colleagues  subsequently repeated these
courses using these course notes, in courses
affered in Tarapoto and Arequipa.

Barry Arnold gave a series of lectures
on "Characterizations of the exponential dis-
tribution and related topics" to students and
staff members of the statistics department at
San Marcos University, Out of this course
came ideas which led to research an modeling
Peruvian income distributions with Leonor
Laguna (originally with ENCA and subsequently
an employee of the Ministry of War).

Much of the consulting invalved implicit
or explicit training, Arnold was frequently
consulted early on in a project and was not
invalved in the actual implementation of the
plans discussed. During the summer of 1974,
he consulted with Arturo Rubio in OGEMA
regarding sampling procedures appropriate for
gathering information about chicken farming
operatons in Peru. I later attended ses-
sions of the First National Agriculture
Conference in Lima where this and related
problems were discussed. During the period
dJuly-December, 1974, he worked with Arturo
Rubio on problems related to analysis of the
1971-72 livestock survey and on developing a
model for production costs for rice.

During 1974, Arnald consulted with Roger
Arroyo and Arturo Rubio on desirable revi-
sions of the "Plan Alterno." This was the
instmnentusedatthatﬁmeto@theroon-
tinuing agricultural statistics. The Plan
Alterno was basically a sound instrument and
many of the suggestions developed invalved
modifications designed to insure that its
intentions would be, as much as possihie,
actually implemented in the fidd. With the
governmental reorganization of January, 1975,
this project was transferred to Romulo
Grados.

Arroyo and Arnold conducted a series of
visits to Experiment Stations throughout the
oountry to evaluate the statistical needs and
capabilities of the technicians. They also
discussed possible candidates for more
advanced training.

Major publications growing out of
Arnald's work are:

(1) Estadistica Experimental, Curso Basico.
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249 pp. Multilithed for Office,
Peruvian Ministry of Food (1975). With Roger
Arroyo. (2) "A stochastic mechanism leading
to asymptotically Paretian distributions."
Proceedings of the Business and Eoconomics
Statistics Section of the American Statisti-
cal Association (1976). With Leonor Laguna.

(3) Estadistion: Conceptos y Aplicaciones.
M0 pp. Multilithed for Bi Office,
Peruvian Ministry of Food (1977). (4) On

generalized Pareto distributions with appli-
ations to income data, I. Monograph #10,
International Studies in Economics, Dept. of
Economics, lowa State University, Ames, Iowa
(1977). With Leonor Laguna. Description:
The Pareto monograph introduces several fami-
lies of generalized Pareto distributions. A
possible stochastic mechanism to explain
generalized Paretian behavior of income dis-
tributions is described. Some related infer-
ence techniques are illustrated using Peru-
vian income data.

Barry Arnold was invited back to Peru in
dJune of 1977 to help arganize and to lecture
on besic statistical concepts in an experi-
mental statistics course for technicians of
the agricultural experiment stations gathered
in Lima for the purpose of attending this
ocourse. Larry Nelson from North Cardling
State was invited to teach the experimental
design portion of the course. Other topics
were sinple linear and multiple regression,
multivariate and nonparametric analysis. In
addition to the lectures given by Arnald and
Nelson, several Peruvian statisticans gave
lectures on spedal topics. The oourse
invaved approximately 80 hours of lectures
and 50 hours of laboratory sessions. Attend-
ance was approximately 30, The course was
well received. The notes were bound and
circulated by the Ministry of Food. Roger
Arroyo was enthusiastic about repeating the
course every few years for training and/or
refresher purposes among the experiment
station staff.

Farest Management

The forest economist, Frederick Hopkins,
assisted Peruvian counterparts in the Faoresi-
ry Resources Division of the MDA (1) on the



evaluation of major programs of reforestation

in the Sierra and (2) in several training and

Working doedy with Marc Dourcjeanni
R., and other staff members of the DGFF,
Hopkins prepared the following publications
reporting on studies:

(1) "The Rdle of Capital in a Reforesta-
tion Project” in proceedings of First Nation-
al Meeting on Forest Plantation Projects,
IICA and DGFF, May, 1975. (Spanish)

(2) "Economic Considerations in the
Management of Established Plantations" in
proceedings of Evaluation of Forest Planta-
tions in Peru. IICA and DGFF, May, 1976.
(Spanish)

(3) The following papers were published
as a series, Eoonomic Aspects of Reforesio-
tion by DGFF and lowa Universities Mission/
USAID-Peru. (Spanish):

(a) Effects of Financil Assistance on the
Evaluation of a Forest Plantation. July,
1975.

(b) Comments on the Management Plan for
Eucalyptus Plantations—Agrarian Zone XI.
July, 1975.

(c) Management Costs of Plantations—Agrarian
Zone X1, Cusco. July, 1975.

(d) A Preliminary View of Future Timber Pro-
duction and Consumption in Peru. Septem-
ber, 1975.

(e) Site Quality and Cost Levels in Relation
to Hantation Appraisal. October, 1975.

(f) Evaluation of a Farest Plantation.
November, 1975.

(g) Internal Rate of Return:  Alternative
Leveds of Yidd, Price, and Cost.
December, 1975.

(h) Capital and Interest in Farest Manage-
ment. January, 1976.

(i) Compound Interest Formulas and Calcula-
tions. December, 1975.

() Laebor Requirements in the Estahlishment
and Management of Forest Plantations.
March, 1976.

The following consultations were performed:
(1) Served on a commissin of the

Agrarian Bank tostudy and submit recommenda-

tions on loans for reforestation. The Com-

mission submitted a report in April, 1976.
(2) Worked with a technician in DGFF on

an evaluation of 25,000 Ha. Algarrobo pro-
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(3) Reviewed proposal for a "Farest
Savings" scheme developed by a DGFF techni-
m.

(4) Consulted with technicians in DGFF
on pricing policy as applied to raw natural
rubber. .

(5) Worked with a Peruvian enterprise
interested in the devdopment of an extrac-
tion project on the east slope of the Andes,
Pasco, Junin.

(6) Worked with a forestry consultant
fran California who was interested in the
deveopment of forest management services
and/or conversion operations in Peru.

(7) Visited the Tarapoto (San Martin)
region with AID personnel and Peruvian offi-
cials to appraise fegsibility of a comprehen-
sive development project in that area indud-
ing the potential contrihution of forest
resources.,

Following up on these consultations,
several memos were prepared as follows:

(1) Memo to DGFF members of Commission
on Reforestation Loans commenting on low
interest rate and use of simple interest in
financial assistance program.

(2) Memo to DGFF technician commenting
on evaluation of Algarrobo project. Indicat-
ors of productivity were developed under
various sets of assumptions.

(3) Memo to DGFF technician commenting

on his proposal for a Forest Savings pro-
mn.
(4) Memos to DGFF personnel commenting
on the pricing of natural raw rubber. Rapid-
ly dedining production was attributed large-
ly to contrdled prices well below cost of
production. A price level which would cover
production aosts appeared to be justifiable.
Opportunities for reducing production costs
by raising productivity (e.g., renewed
efforts at plantation development) seemed to
be present.

In addition to one-to-one exchanges of
information, techniques and procedures,
Hopkins perticipated in two maejor training
schoals as follows:

(1) Participation in First National
Meeting on Forest Plantation Projects, May
19-24, 1975, Cusco. Prenared three papers
for this conference at request of DGFF on
(a) "A Newoomer's Impressions of Foresty in
Peru," (b) "Evaluation of Reforestation



Projects: Short-Run Decisions in a Framework
of Long-Run Planning,"” (these two presented
in Spenish at the meeting), and (c) "The Rale
of Capital in a Reforestation Project," (pub-
lished in proceedings of the conference).

(2) Participated in  "Evalustion of
Farest Plantations of Peru," May 3-14, 1975,
Cusco, Huancayo, Cajamarca. Took part in
planning for this study tour and prepared two
items as part of the basis for conducting
this evaluation of eoxisting forest planta-
tions. (a) "Economic Considerations in the
Management of Existing Forest Plantations,"
(b) "The Rale of Financial Maturity," and
(c) "Economic Considerations in the Manage-
ment of established Plantations,”" (published
in proceedings of Evaluation of Forest Plan-
tations in Paru).

Upon leaving Peru, October 15, 1976,
Hopkins included the following comments on
Peruvian forestry in his final report.

In physical terms, Peru has a substan-
tial forest area and timber volume. About 57
percent of the land area is forested as con-
trasted with 44 percent of Latin America as &
whole and 34 percent far the U.S. However,
the obstedes to replization of a significant
contribution toward the development of the
economy are formidable. Per capita consump-
tion of industrial wood products appears to
be less than .1m3 annually vs. approxi-
mately 1.8m3 in the U.S. Net imparts of
forest products, particularly pulp and peper
products, constitute a significant drain on
scarce foreign exchange.

Given the reativdy large area of
natural forest in Peru, it is perhaps sur-
prising that so much emphasis is placed on
reforestr.tion. The DGFF oonsiders forest
plantations in the Sierra to be the most
productive opportunity for development of
forest resources. Several considerations
enter into the rationale underlying this con-
dusion: (1) Proximity to local markets and
less oostly transportation to coastal ocon-
sumption centers. (2) Employment opportuni-
ties in regions characterized by very high
unemployment. (3) Opportunity to determine
species ocomposition, especially long-fibered
species for pulp and paper production.
(4) Potentially higher yidds and lower
management and conversion costs. (5) Strong-
er technical besis for management and
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utllization.  (6) Protection (sal and water
oonservation) functions.

Farestry has a momentum in Peru wel
beyond that which one could reasonahly expect
given the general level of development. This
must be attributed to the high caliore and
energy of the people responsible for the
administration of the DGFF. This is particu-
larly true of Dr. Marc Dourgjeanni R., Direc-
tor General.

The professional staff of the DGFF
indudes many very capable people with educa-
tional backgrounds in agriculture or forest-
ry. At the present time, there are no forest
eoormxistsmtheDGFF,trmghtwoﬂanto
undertake graduate study in this fiedd. This
seansparbc\ﬂarlymportantmv:ewofthe
critical of planning at the present
time.

As is true of al government agencies
and the Peruvian econamy at large, the DGFF
is severely handicapped by economic re-
straints. Obviously this reduces the effec-
tiveness of professional personnel in the
agency.

There is no library in the DGFF (though
some possibility of establishing a Lbrary
exists with the development of the new
Research Center) and the forestry rescurces
of the central library for the Ministry of
Agriculture are negligible. I explared
possibilities for assistance in developing a
forestry library without success. In my
opinion, this is a major handicap for the
DGFF.

Much excellent work, investigative and
otherwise, is done by forestry professionals
but, for all practical purposes, lost because
it is not possible to publish reports on such
studies. This was distressing.

Some very basic information for planning
and management of forestry projects is lack-
ing. For example, tree ar stand vdume
tables or yiedd tables for important spedes
do not exist. Available maps leave much to
be desired. If implemented, the recommenda-
tions of the "Evaluation of Forest Planta-
tions" wil add significantly to the data
base for planning purposes.

There seems to be a need for a darifi-
ation of the rdes and responsibilities of
the various entities invaved in reforesta-
tion and other forestry activity. The need



for an extension function, however labeled,
is critical.

Changes in world market may cause shifts
in margins o avaiability for naturel
timber. ‘This combined with a more receptive
attitude toward foreign investment may induce
much greater industrial use of the natural
forest in the next decade.
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Whie forestry cannot be given top
priority in programs to acoderate the
economic  development of Peru, there are
opportunities to realize significant contri-
butions through the forestry sector. Forest-
ry warrants a role in any o.rmrehensive
development plan for Peru.



PART SEVEN: RECOMMENDATIONS

Several recommendations forimprovements
in technical assistance efforts abroad by
U.S. universities and USAID are prompted by
experiences gained in the lowa-Peru Program.
These recommendations are summarized as
follows:

1. The University must make a firm and
continuing commitment to serving the needs of

' must be made at the highest levels of admin-

istration induding the President and Board
of Regents, and permeate through the colleges
and institutes into the departments. The
commitment must place as much priority on
encouraging a top staff member to move to
another country to wark on a contracted tech-
mmlassnstancepmgmnastmd\mgapnn-
ciples course, performing an important
research projct or undertaking a high
priority extension activity. The staff mem-
ber should be recognized, compensated, and
promoted for performance in the foreign coun-
try in line with a comparable performance on
a domestic project. The University should
welcame the tenured and terure-track staff
returnee with a position befitting his ar her
competency induding the value of recent
foreign experience. For nontenured staff
members, the University should provide
acceptable employment for a period of at
least a semester ar two quarters to enable
the returnee to adjust and to enter the job
market and locate an acceptable position.

2, USAID, or its Successor(s), should

commensurable with the importance and time
. required for the work, which might invalve
' five to ten ar mare years.

3. USAID or its successor(s) should
fully support and not interfere with the

‘Umva'sxty'spetfmmmemogmnmﬂessme
. University's activities are dearly incon-
- sistent with contractual provision ar are not

in accord with proper rapport of U.S. diti-
zens in another country. Periodic evaluation
by competent disinterested parties should be
oconducted as the basis for USAID actions.
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4. The University should provide trein-
ing in the relevant disciplines prescribed
for students' interests, needs and sbilities,
induding applimtion of disciplinary theory
and methods to problems, conditions and
situatins of the foreign student's country,
through the means of dissertations, theses,
creative components, specnlworksmpsand
seminars as warranted by the number of stu-
dents invalved and availahle resources.

5. Arrangements should be maede for
foreign students to perform their thesis and
dissertation research on high priority prob-
lems within their native ocountries with
competent advice and assistance by experienc- |
ed scholars. Through this procedure, the
student oontributes to the stare of needed
krowledge within his native country and
learns how to adapt and apply theory and
methods to native conditins. Also, the
student's advisor becomes cognizant of the
nature of problems within the foreign country
and of the extent to which existing theory,
methods, and tods may or may not be appli-
cable,

6. The student's program of study
committee and Graduate College should add
competent scholars to the student's graduate
committee from other universities, founda-
tions ar government agencies within the
student's native ocountry for purposes of
advising the student in Lieu of representa-
tion not available from the student's univer-
gsity. Since both North Cardina State
University and Iowa State University had
their respective graduate college staff mem-
bers in Peru, each University added qualified
staffmnbersd‘theother Universty to
their respective graduate college staffs for
ptmposesafmperwmgstudmtsandlﬂdmg
examinations an behalf of the other univer-
sity.

7.  Students' final orel examination
slnﬂdbeoonduaedbymegmdmtecdlege
within the student's native country whenever
and wherever competent examiners can be
assemhbled, thus saving the time and expense
afthestudenttmvdmgtolusdegreegzmt-
ing universty in the U.S. This innovative -



procedure was used by I.S.U. in Peru under
the Iowa-Peru Program. Since then, the pro-
cedure has been used in other ocountries,
induding Indonesia.

8. Programs should allow foreign
students, while attending the U.S. univer-
sity, to keep in dose touch with their
native country's developments through special
problems, contacts with their countrymen when
possible, and sdected newspapers, magazines,
and books published in their native ocoun-
tries. Returning home to perform thesis and
dissertation research is part of the proocess.
This entire process tends to prevent the
student from being weaned away from his or
her native environment and tends to enoourage
return to his or her native country for
employment after completing educational
requirements.

9. Although an essential part of the
university commitment entails staffing the
.program from within its own ranks, occasion-
. ally, the contracting university must seek
services for special functions from off-
campus sources. In two instances, I.S.U.
"barrowed" competent personnel which were not
available on campus from North Cardlina State
University and from the University of Cali-
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fornia at Davis. Although borrowing profes-
sors from other institutions means loss of
the feedback of experiences to the hme
institutions, it occasionally becomes neces-
sary for universities to collaborate in staf-
fing programs with the best available staff
members wherever located. This procedure
calls for a reciprocity between universities
which does not always exist.

10. Since development problems in less
developed (as well as developed) countries
seldom can be identified, analyzed and salved
within asingle discipline, university edum- !
tional efforts should encourage cross-disc- -
plinary approaches and cooperation among
students and their advisors in the several
relevant disciplines, This approach, as an
inherent part of the training process, can be
taken back to their home countries by
students through ocontinuing to work dosely
with colleagues in other disciplines related
to common problems withiii their countries.
This approach currently applied through the
Team Graduate Education Program developed
jointly by ISUs World Food Institute and
Water Resources Research Institute, was
based, in part, upon experieices gained in
the Iowa-Peru Program.



APPENDIX A. TRAINING PROGRAM

The student treining component of the
Iowa-Peru Program proved to be the most
lardng and important part of the Program.
As detailed earlier in this Report, hundreds
of students were trained on the job in Peru
and some 60 students were trained in the U,S.
and third countries. This educational
component of the Program remains as a lasting

legacy to Peru fram the Iowa Mission.

Trainees are listed in two groups:
(1) long-term advanced degree trainees, and
(2) short-term trainees outside Peru.

The following information was availahle
and is provided for each traince: name,
degree sought or achieved, period of study,
and present employment, if known.

PREVIOUS PAGE BLANK
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LONG-TERM ~uVANCED DEGREE TRAINING

Treining Period

Name Flied of Study Location of Study _Degree Present Position Location
Ameat Y Leon, Carios -~ Economics 5/5/64-6/29/66 Iowa State University  Master's Directar General for Peru
© 2/1]78-1/2/74 Wisconsin University Ph.D. Financial Development
Institute
Amorin, Cesar Ag. Econamics 6/1/64-5/16/66 Iowa State Universiy Master's  Economics Consultart Guatemala
Bacal, Azri Sociology 11/21/62-9/20/65 Santa Barbera Univer- Ph.D. Professor, Agrarin Peru
sty - Um
Bolona, Carlos Econamics 6/5/71-3/3/73 Iowa State University  Master's Research Director Peru
Brain, Carlos Statistics 8/18/64-7/6/66 Iowa State Universiy  Mester's U.S.A. U.S.A.
Chavez, Aurdip Economics & 11/24/63-12/1/64 Iowa State Universiy  Master's Chief, Technical Peru
Chavez, Hectar Statistics 9/2/70-8/16/72 Chapingo, Mexico Master's Head, area unit far Peru
intensive aattle prod.
Checkley, Jorge Macro Econ. 6/16/70-6/14/74 lowa State Universty  Msster's  Research Analyst Peru
Cossio, Jarge Ag. Economics 8/11/63-6/8/65 Iowa State Uriversty Master's Research Analyst Peru
de las Casas, Lizardo Ag. Economics  11/10/65-12/30/65  lowa State University  Ph.D. Plamning, IICA Costa Rica
de las Casas, Pedro Ag. Economics  11/20/62-7/16/65 Iowa State Universty  Master's Assistant Menager Peru
(Finance)
Echevarria, Julio Economics 3/5/64-8/26/66 Iowa State Universiy  Ph.D. Professor, Agrarian Peru
3/5/72-11/23/74 University
Flores, Otto Rural Soc. 1/28/64-3/18/66 Iows State Universiy  Master's Professar, Agrarian Peru
8/21/70-3/2/74 Wisconsin University Ph.D.
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LONG-TERM ADVANCED DEGREE TRAINING (continued)

Name Fidd of Study Treining Period Location of Study Degree Presert Position Location
Gelvan, Javier Ag. Eoconomics 6/25/65-11/30/68  lowa State Universky Pa.D. Andean Common Market Peru
Gianella, Jose Economics 6/24/71-6/25/73 Iowa State University Master's Research Peru
Gies, Antonio Ag. Economics 9/10/63-6/1/65 Iowa State Universitv  Ph.D. Peru
Grados, Romulo Econamic 6/20/67-8/30/69 Iowa State University  Master's Director General, Peru

Analysis Info. & Statistics
Huambachano, Jaime Ag. Economics 2/19/68-2/28/70 Iowa State University  Master's Peru
Hurtado, Juan Economics 6/11/66-4/5/68 lowa State Universty  Master's Financial Marager Peru
Iguiniz, Javier Economics & 6/15/70-7/21/713 Iowa State University Master's  Director, Social Peru
Statisti Sci P
Jensen, Brian Meacro Econ. 2/21/66-11/18/67 Iowa Statz Universiy  Master's Deputy Vice-Pres., Venezuda
Wells Fargo Bank
Llose, Augusto Ag. Economics 8/11/67-9/25/69 lows State University  Master's Professor, Agrarian Peru
University
Maradiegue, Hugo Development 8/21/71-9/1/74 Jowa State Universiy  Ph.D. National Planning Peru
Economics Institute
Obart, Francisco Land Economics  7/17/67-1/27/69 Wisoonsin University Ph.D. Head, Interamerican Calambia
Center for Agrarian
Reform .
Otero, Rafael Ag. Economics  11/20/62-3/10/66 Iowa State University Master's COAAP (Econamics) Peru
Pgjuelo, Marco Econaomics & 7/24/66~9/13/68 lowa State University  Master’s Director General Peru
Public Finance 8/30/71-12/2/73
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Paredes, Angel

Pawdec, Maria

Petrovich, Wallter
Portillo, Jose

Quijaro, Canradro

Reategui, Ermnesto

Robles, Julio
Ruibal, Alberto

Salaverry, Jose

Saelazar, Eduardo
Saelazar, Raul

Santibanez, Felipe
Seinfdd, Eric

Semirari, Alejand
Silva Santisteban,

Ag. Economics

6/19/67-7/12/68

Hame Management 11/28/65-3/25/68

& Cons. Econ,
Ag. Economics
Econamices

Economics

Ag. Econamics
Economics

9/11/63-9/19/65

3/5/65-1/12/67
9/15/68-1/12/69

6/24/66-7/21/67

11/9/71-4/18/74

8/26/71-12/28/713
1/21/63-7/31/65

8/8/62-3/4/66
4/26/68-8/28/69

12/30/69-12/30/70

8/30/711-11/21/13

Regional Plxming 6/21/71~5/24/73

Devedopment
Econamics

Land Economics
Ag. Econamics

7/23/63-12/3/64

2/25/66-3/12/68
6/22/66-12/23/67

Chapingo, Mexico

lowa State University

lowa State University
Iowa State University

Iowa State University

University of Iowa

Iowa State University
Iowa State University
lowa State University

Chapingo, Mexico
Iowa State University

Univ. of Pennsylvania

lowa State University

Iowa State University
Chapingo, Mexico

Coordinator of
Projects, ONERN

Professor

General Menager, 0B

Advisor

Director Ceneral
(Sp=cial Reseurch)
Finencial Manager

Research
Research

Director General,
Finance Ministry

Directar, Economic
Studies

Sub-Gen. Manager
Private Sector

Operations Manager

International Director,

Technical Co-op.

Peru

Venezuda

U.S.A.
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LONG-TERM ADVANCED DEGREE TRAINING (continued)

Name

Field of Study Training Period

Locstion of Study ~_Degree Present Position

Vergara, Cesar

Vilanueva, Julio
Zegarra, Hugo

Ag. Economics 9/1/67-5/22/68

Camputer Sdi. 7/10/71-7/19/75
Development 2/17/65-9/15/67
Eoconomics

Iowa State University

lowa State University
Iowa State University

Master's

m'D.
Mester's

Exec. Director,
FAMEISA

Deveopment Analyst
Consultant

1 EE




SIORT-TERM TRAINING OUTSIDE PERU

Name Med of Study Treining Period Location of Study Present Position Looation
Ansdmi, Fernando Statistics 9/2/70-12/17/70  Chapingo, Mexico Head, Planning Unit Peru
Bularezo de Velod, Social Program 6/26/72-7/24/72 Costa Rim & U.S.A. Maracay University Venezuda
Cabsllero, Wifredo Invitational 5/11/70-5/24/70 Various Director, Demographic Peru
Travel Research
Castillo, Alfonso TVA Fertilizer 7/12/67-11/12/67  Temi. Valley Authority, Mernager, National Ferti- Peru
Program Michigan University Lizer Co.
Castro, Jorge Crop & Livestock 7/5/70-9/16/710  New Mexico & U.S.A. Director, Methodology &  Peru
Report & Outlook Statistics
Carbern, Jose Planning Course 9/29/70-12/11/70  Puerto Rim Director of a land Peru
development project
Cordier, Jose Statistics 6/3/70-9/18/70 USDA, U.S.A. Head, Statistical Info. Peru
Ego Agruirre, Arturo Special Program 5/3/65-7/21/65 ISU & others, U.S.A. Retired, translating fram Peru
English—Spanish
Geng, Ramon Planning Course 9/29/70-12/2/70 Puerto Rico Technial Advisor Peru
Kawamura, Mario Statistics 9/2/70-12/31/70  Mexico Head of Transportation & Peru
Data Contrd
Montalvan, Hermann SPURS Program 8/9/70-12/17/70 MIT, U.S.A. Director General, OSPA Peru
Moran, Eduardo Economic Planning  2/23/65-12/9/65 Chii Cansultant Peru
Paz, Luis Invitationsl 5/11/70-5/24/70 Various General Director, Rural Peru
Travd Planning
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SHORT-TERM TRAINING QUTSIDE PERU (continued)

Name Fidd of Study Training Period Location of Study Presenit Position Location

Price, Nestor TVA Fertilizer 7/16/67-11/11/67  TVA, University of Research Peru
Program California

Prochazke, Gustavo Invitational 1966-1967 USDA, U.S.A. Administration Cadlambia
Trave

Rivera, Luis Crop & Livestock 7/5/70-9/16/70 New Mexico, U.S.A. Administration Peru
Report & Outlook

‘forres, Rodalfo Statistics 9/3/70-9/18/70 USDA Chief (Statistics) Peru

Wendorff, Manud Cror & Livestock 715/70-9/16/70 New Mexico, U.S.A. Program Lirector Peru
Report & Outlook

Wu, Alredo Statistics 6/3/70-9/18/70 USDA, U.S.A. Director Peru




APPENDIX B. PUHLICATIONS

The lowa-Peru Prugram produced over 100
publimtions reporting on activities of the
Program. Copies of these reports, most in
Spanish, some in English also, remein in Peru
for the continued use of the Peruvians as a
legacy of the lowa Mission,

In addition to publications listed in
this Appendix, numerous memoranda and
informal reports were produced for direct use
in training and by decision makers within
Peruvian entities.

Seven publication series were developed
Mo which the publiations are listed in
this Appendix. An example of the front cover
for each series is induded.

The seven series are:

B-l. lowa-Peru Mission Program Reports
reporting on the activity programs of the
Mission.

B-2. Iowa-Peru Program Staff Reports,
induding end-of-term reports, periodic pro-

B4. Eoonomic Studies—Iowa Mission.

B-5. Hdetines Informativos Por La
Mision lowa.

B-6. International Studies in Econom-

ics, Iowa-Peru Program, oontaining major
studies of interest to schalars. Copies of
these monographs are sent to a library
exchange list of about 250 university, foun-
dation and governmental libraries throughout
the world.

B-7. Reports issued prior to develop-
ment of series.



APPINDIX B-1.

Fahr, Samud M., Chief of Party. "End of
Tour Report fram 23 June 1971 through
August 1973."

Fahr, Samuel M. "Plan of Work from March 2,
1973 through September 24, 1973." Apri
1973.

Fahr, Samue M. '"Report of Progress fram
July 1, 1972 through December 31, 1971."
February 1973.

Fahr, Semud M. "Plan of Work from Apri 1,
1972 through March 31, 1973." Septem-

ber 1971,

Mann, Fred L. '"Report of Progress fram
July 1, 1970 through June 30, 1971."
July 1971,

Mann, Fred L. "Plan of Work fram April 1,

1971 through March 31, 1972." March
1971.
Mann, Fred L., JohnHuerta, Dennis Morrissey,

et al. "Preliminary Analysis—Agrarian

IOWA-PERU MISSION PROGRAM REFORTS

Reform Law No. 17716 Enacted on 24 June
1969." January 1970.

Mann, Fred L. and John Huerta., "Text of
Decree-Law No. 17716—Agrarian Reform
Law." December 1969.

McGaughey, Stephen. "Small Sierra Irrigation

Projects: Recent Experience." May
1969.

Shepherd, Geoffrey. "End of Tour Report."
May 1969.

Shepherd, Geoffrey, Gordon Sanford, and
Jorge Cossio Lopez. "Marketing and
Price Pdlicy for Menestras in Peru."
April 1969.

Shepherd, Geoffrey, Gordon Sanford, and
dJorge Cossib Lopez. "How to Set
Guaranteed Prices." February 1969.



1OWA-PERU MISSION

PROGRAM REPORTS
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TITLE
AUTHOR(S)

IOWA STATE UNIVERSITY / AMES, IOWA
]

UNIVERSITY OF IOWA, IOWA CITY, IOWA
UNDER CONTRACT WITH AGENCY FOR INTERNATIONAL DEVELOPMENT

DATE

Lima, Peru

@ Y

____«
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APPENDIX B-2,

No. 1. Final Report: Three Months Duty as
Legal Consultant to Iowa-Peru Pro-
¥ect, 1963, by Samuel M. Fahr.

No. 2. Annual Report: Iowa State University

and State University of Iowa, Septem-

ber 1, 1962 to August 31, 1963, by

Herbert B. Howdl.

Final Report: Observation

the Future Rale of Iowa Marketing

Personnel, October 1, 1963, by Lee

Kalmer,

Semi-Annual Report: Iowa Universi-

ties Cantract Group, September 1,

1963 to February 29, 1964, by Herbert

H. Howdll.

Final Report, May 25, 1964, by Lehman

B. Fletcher.

Final Report, August 27, 1964, by

Raymond R. Beneke.

Semi-Annual Report: lowa State Uni-

versity and State University of Iowa,

March 1, 1964 to August 31, 1964, by

J. T. Soott

Final Report, Summer 1964, by James

R. Prescott.

Final Report, Summer 1964, by Erik

Thorbecke.

No. 10. Final Report, September 14, 1964, by
Saniuel M. Fahr.

No. 11. Final Report from Puno, Apri 19,
1965, by David W. Brown.

No. 12. FinelRepost, May 24, 1965, by Lehman
B. Fletcher.

No. 13. Final Report, July, 1963 to May,
1965, by Melvin G. Hase.

No. 14. Semi-Annual Report: lowa Universi-
ties Contract Group, September 1,
1964 to February 28, 1965, by J. T.

No. 3.

No. 4.

No. 9.

No. 6.

No. 7.

No. 8.

No. 9.

Scott.
And, Final Report: June 10, 1965, by
J. T. Soott.

No. 15. Final Report, June 24, 1965, by
Donald R. Kaldor.

IOWA-PERU PROCRAM STAFF REPORTS

No. 16. Focusing on Research Priorities in
Agricultural economics, June 24,
1965, by Donald R. Kaldor.

No. 17. Relation of Agricultural Price Policy
to Economic Growth and Income Distri-
bution Objectives, June, 1965, by
Donald 8. Kaldor.

No. 18. Progress Report: Agricultural Pro-
grams, Planning and Research, July
29, 1965, by David W. Brown.

No. 19. Final Report, August 3, 1965, by
Raymond R. Beneke.

No. 20. Final Report and the Use of Aeril
Photographs in Land Title Registra-
tion in Peru, August 5, 1965, by
Samuel M. Fahr.

No. 21. Final Report, August 5, 1965, by
Donald L. Winkelmann.

No. 22. Final Report, August, 1965, by Erik
Thorbecke.

No. 23. A Modd Acoounting System for Projoct
Analysis, June, 1964, by James R.

Presoott.

No. 24. Final Report, September, 1963, to
November, 1965, by Dean F.

No. 25. Final Report, September, 1963 to
December 13, 1965, by Apostdlos
Condos.

No. 26. Final Report, December 18, 1963 to
December 13, 1965, by Enrique
Vigues.

No. 27. Final Report, June 1, 1965 to Novem-
ber 25, 1966, bv Wiliam C. Merrill,
No. 28. Final Repo, May 1, 1965 to Decem-
ber 24, 1966, by David W. Brown.
No. 29. Final Report, December 1, 1964 to
July 14, 1967, by Thyrele Robertson.
No. 30. Final Report, June 9, 197 to
August 8, 1967, by Samule M, Fghr.
No. 31. Final Report, September, 1965 to May,

1969, by Geoffrey Shepherd.



IOWA-PERU PROGRAM
STAFF REPORTS

% Staff Report No. _ C(N

Final Report

by

DEPARTMENT OF ECONOMICS AND SOCIOLOGY
IOWA STATE UNIVERSITY / AMES, IOWA

COLLEGE OF LAW, UNIVERSITY OF IOWA, IOWA CITY, cooperating

UNDER CONTRACT WITH AGENCY FOR INTERNATIONAL DEVELOPMENT
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1.

2.

3.

4.

9

6.

APPENDIX B-3.

"An Economic Developer’s Guide to Peru-
vian Legnl Disposition." Dale B.
Furnish, May 1967.

"The Economic and Legnl Aspects of Price
Contrds in  Peruvian Agriculture.”
Geoffrey Shepherd and Dale B. Furnish,
June 1987,

"The Peruvian Land Registration System
and Some Suggestions for Its Improve-
ment." Herbert S. Somerwitz and Samud
Fahr, July 1967.

"The Response of Food Prices to a Deval-
uation of the Sal." Wiliam C. Merril
and Rene Vandendries, September 1967.
"An Analysis of Livestock and Meat Laws
in Peru." Dale B. Furnish, September
1967,

"Rice Marketing Problems and Alternative
Salutions."  Geoffrey Shepherd, Ing®
Gustavo Prochazka Travi and Dele B.
Furnish, November 1967.
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7.

8.

9.

10.

11.

12.

13.

SPECIAL REPORTS~JOWA MISSION

"Price Policy for Mik in Peru."
Geoffrey Shepherd and Lorenzo Souza C.,
March 1968,

"Price Policy for Beef in Peru."
Geoffrey Shepherd and Dale B. Furnish,
April 1968.

"Economic Development Through Agrarian
Reform in the Central Sierra of Peru."
Enrique Vigues Riog, June 1967.

"An Anelysis of the Evalution of Peru's
Beef Imports from 1950 to 1966." Rene
Vandendries, October 1967.

"Peruvian Macro-Economic and Agricul-
tural Prospects and Strategy, 1967-
1972." December 1967.

"An Economic Developer's Guide to Peru-
vian Legal Disposition." Dale B.
Furnish, May 1967.

"The Economic and Legal Aspects of Price
Contrds in Peruvian Agriculture."
Geoffrey Shepherd and Dale B. Furnish,
June 1967.



SPECIAL REPORTS—IOWA MISSION

(Title)

(Author(s))

(Peruvian Agency)

(Date)
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1.

2.

3.

4.

5

7.

8.

9.

10.

11.

12,

13.

14.

15.

APPENDIX B4 BCONOMIC STUDIES—IOWA MISSION

"Economic Development Through Agrarian
Reform in the Central Sierra of Peru."
Enrique Vigues, June 1967, 144 pages.
"An Analysis of the Evolution of Peru's
Beef Imports from 1960 to 1966." Rene
Vandendries, October 1967, 19 pages.
"Peruvian Macro-Economic and Agricul-
tural Prospects and Strategy, 1967-1972,
December 1967, 267 pages.

"The Peruvian Fertilizer Industry Pre-
sent Situation and Future Picspects.”
Thyrele Robertson, May 1968, 223 pages.
"Investment Criteria for the Evaluation
and Planning of Public Investment in
Water Resource Devedopment Projects:
Peru." Stephen McGaughey, August 1969,
282 rages.

"Values, Costs and Pricing Alternatives
for Irrigetion Water: Canete—Peru."
J. A. Seagraves, July 1975, 89 pages.
"La Reforma Agraria Como Instrumento
Para El Desarralo Economico en la
Sierra Central De Peru."  Enrique
Vigues Ribg, Enero 1957, 285 pages.
"Analisis de Precios de Productos Agri-
colas en el Peru." Thyrde Robertson,
Enero 1967, 49 pages.

"Estableciendo Precios de Arroz en d
Peru—Informe Resumido." William C.
Merril and Gustavo Prochazka, Marzo
1987, 58 pages.

"Sugerencias Para un Incremento en la
Produccion Y Consumo de Lioche en d
Peru." Wiliam C. Merrll and Lorenzo
Souza C., Marzo 1967, 67 pages.

"El Comercio Exterior Y El Desarrdlo
Econo Mico Del Peru." Rene Vandendries,
Setiembre 1967, 299 pages.

"Un Analisis de la Evducion de la
Importacion de Carne de Vacuno Desde
1950 Hasta 1966." Rene Vandendries,
October 1967, 2 pages.

"Programcion de la Reforma Agrari
Peruana." Enrique Vigues Rdig, Enero
1968, 142 pages.

"Panorama Macro-Economico del Peru Y Una
Estrategia Para H Desarrollo Economico,
1967-1972." Enero, 1968, 118 pages.
"Panorama del Sector Agrario Peruano Y
Una Estrategia Para Su Desarrdllo 1967-
1970." Enero 1968, 184 pages.
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16.

17.

18.

19.

21.

22,

23.

25.

"La Industria Peruana de Fertilizantes,
Situacion Actual Y Futuras Perspec-
tivas." Thyrele Robertson, Mayo 1968,
231 pages.

"Peru Prviyecciones a Largo Plazo de la A
Oferta Y Demanda De Productos Agrope-
cuarios Seeccionados  1970-1975-1980."
Gupo Oferta y Deman da—Convenio de
Cooperacion Tecnica Estadistica y Carto-
grafia—Univ. Agraria y Ministerio de
Agricultura—Direccion de Estadistica y
Catasltro y Estudios Economicos con d
Auspicb de la Mision de las Universi-
dades de lowa en el Peru y USAID, Marzo
1969, 24 pages.

"Analisis Y Recomendaciones: Distribu-
cion Y Sistema de Comerdializacion de
Fertilizantes en e Peru."  Empresa
Publica de Servidos Agropecuarios v
Pesqueros  (EPSAP), ex-CONAFER
Tennessee Valey Authority oon d
auspico de la Mision de las Universi-
dades de Iowa en & Peru v la USAID,
Fnero 1970, 3.0 pages.

"Criterios de Inversion Para la Evalua-
con Planifimcor. de Proyectos de
Irrigpcion en d Peru." Stephe
McGaughey, Enero 1970, 357 pages.
"La Reforma Agraria: Un Enfoque
Dirigido a medir su Impacto en la
Economia Provincial." Hylke Van de
Wetering, Mayo 1970, 84 pages.
"Proyecto Desarralo Ganadero en la
Sdva." Carlos Cordova, Agosto 1971, 31
pages.

"Un Analisis Macro Econometrico de la
Perspectivas de Desarrdlo Econamico del
Peru a Mediano Plaza." Robert Van
Slooten, 1973, 603 pages.

"Un Modelo de Programacion Lineal Inter-
Regional Para un Analisis de la Palitica
Agraria dd Peru." Jose Salaverry,
Marzo 1973, 603 pages.

Un Primer Intento para Determinar los
Factores que Afectan la Produccon de
Meiz de Grano." Armando Tealdo, Abri
1973, 9 pages.

"Amalisis de Precios en Productcs
Agricolas Caso:  Tuberculos." Julio
Perez Espinoza, Abri 1973, 108 pages.



ECONCMIC STUDIES—IOWA MISSION

(Title)

Prepared by
(Peruvian Agency)

(Author(s))
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lowa Universities Mission to Peru
in cooperation with the Agency
for Intemational Development

(Date)



1.

3.

4,

o

APPENDIX B-5.

"Inversion de Los Honos de La Deuda
Agraria en la Industria."  Enrique
Vigves Radig, Dic. 1966, 21 pages.
"Investigaciones Legales de las Estruc-
turas de Comercilizacion Agropecuaria
en d Peru: Trigo." Dale B, Furnish
and Raul Munoz Cabrera, February 1967,
47 pages.

"Son Los Margenes del Mercadeo de Frutas
Y Hortalizas Demasiado Amplios."

Geoffrey Shepherd, Enero 1967, 43
pages.
"Manual de Administracion Rural de

Fundos Para d Departamento de Puno."
Ronald Tinnermeier, Abrd 1967, 98
pages.

"La Economia Y Aspectos Legales de
Contral de Precibs en la Agricultura
Peruana." Geoffrey Shepherd and Dale B.
Furnish, Junio 1967, 67 pages.

"El Reginen de Inscripcion de Tierras en
e Peru Y Algunas Sugestiones Para
Mejorario." Herbert S. Sarerwitz and
Samuel M. Fahr, November 1967, 143

pages.
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7.

8.

9.

10.

11.

12.

BOLETINES INFORMATIVOS POR LA MISION IOWA

"Problemas de la Comerciglizacion del
Arroz Y Solucones Alternativas."
Geoffrey Shepherd, Gustavo Prochazka
and Dale B. Furnish, November 1967,
37 pages.

"Un Amnalisis de Ias Leyes Sobre d
Ganado Y La Came en e Peru." Dale B,
Furnish, Dic. 1967, 69 pages.

"La Reaccion de los Predos de los
Alimentos a lLa Devaluacon Dd Sal."
William C. Merrill and Rene Vandendries,
Enero 1968, 79 pages.

"Politica de Precnhs Para la Carne de
Vacuno en d Peru." Geoffrey Shepherd,
Enero 1969, 42 pages.

"Paliticu de Precios Para la Leche en e
Peru." Geoffrey Shepherd and Lorenzo
Souza C.. Marzo 1968, 47 pages.
"Almacenamiento Para Productos Agricolas
en e Peru." Geoffrey Shepherd, Jorge
Cossio y Armando Huayanca, Diciembre
1969, 45 pages.



BOLETINES INFORMATIVOS POR LA MISION IOWA

(Title}

(Author(s))

(Peruvian Agency)
(Date)
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APPENDIX B-6.

INTERNATIONAL STUDIES IN BOCONOMICS

MONOGRAPHS—IOWA PEP.U PROGRAM

Monographs issued to date in the "Interna-
tional Studies in rcnomics" series are as
follows: )
Monograph 1. Determination of Aggregate and
BSectoral Growth Rates for
Peru, 1960-70. Erik
Thorbecke, January 1966.
Peru: Balance of Payments
Projections, 1964-70. Erik
Thorbecke, Rene Vandendries
and Pedro de Las Casss,
January 1966.

Same Notes on Macroeconomic
Implications of and the Cost
of Financing Agrarian Reform
in Peru. Erik Thorbecke,
January 1966.

The Marketable Surplus of Rice
in Indonesm: A Study in
Java- Madura. Mubyarto and
Lehman B. Fletcher, October
1966.

Production Functions for the
Industrial Sector of Peru."
Eugene A. BRrady, November
1967.

The Distribution of Total Per-
sonal Inoome in Peru. Eugene
A. Brady, January 1968.

An Integrated Growth Model for
the Basic Sectors and Depen-
dent Residentiary Sectors of
Southern  Peru. Dean F.
Schreinerand John F . Timmons,
November 1968.

Monograph 2.

Monograph 3.

Monograph 4.

Monograph 5.

Monograph 6.

Monograph 7.
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Monograph 8. Latin American Agricultural
Deveopment and Pudlicies.
Lehman B, Fletcher and William
C. Merrill, Septemer 1968.

Monograph 9. A Methodalogical Procedure for
Analyzing the Pdlicy Instru-
ments of an Underdeveloped
Eoonomy—Using the Econamy of
Peru as a Demonstrative Case.
Eugene A. Brady, November
1968.

Monograph 10. A Generalized Pareto Distribu-
tion with appliation to
Income Data. Barry C. Arnald
and Leonor Laguna, May 1977.

Monograph 11. Export Instability in LDCs: An
Annotated Hbliography. Ken
McCormick, 1980.

Monograph 12. Econamic Growth, Equity and
Agricultural Development in
the  Dominican  Republic.
Lehman B. Fletcher and Erik
Thortecke, May 1980.

Monograph 13. Agrarian Reform, Agricultural

Planning and Economic Develop-
ment in Peru. John F.
Timmons, 1981.

Copies of available monographs may be obtain-
ed by writing to the Editor, International
Studies in Economics, Department of
Economics, lowa State University, Ames, lowa
50011.



INTERNATIONAL STUDIES IN ECONOMICS

Monograph no.

lowa-Peru Program

(Title)

(Author(s))

(Peruvian Agency)

and

The Agency for International Development
cooperating

Department of Economics, Iowa State University, Ames, Iowa

(Date)
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B-7. REPORTS ISSUED PRIOR TO DEVELOPMENT OF SERIES

Hase, M. G.; Mann, Fred L.; and Paz, L. J.
"Source of Financing of the Agrarian
Reform." (SP.) Seminar. Financ. Reforma
Agr. Trab., 1964: 251-277.

Mann, Fred L. "Legidlation Against Specula-
tion and Acaperamiento"; "Mik"
Research Series, lowa Mission and CONAP,
1966, Peru.

Mann, Fred L.; Herts, dJohn; Morrissey,
Dennis; et al. "Preliminary Analysis-
Agrarian Reform Law No. 17716 Enacted on
dJune 24, 1969—Peru." January 30, 1670,
195 pages. Program Report--Technical No.
T+4. lowa Mission to Peru, Lima, Peru.

Mann, Fred L.; and Huerta, dJohn. "Text of
Decree Law No. 17716 Agrarian R eform Law"
(translation from Spanish). Decembar,
1969. 97 pages. lowa Mission to Peruy,
Lima, Peru. ProgramReport—TechnicalNo.
T-5.

Legal Research: Series on Agricultural Market-
ing Structures in Peru:

Mann, Fred L.; Munoz Cabrera, Raul. "Price
Palicies." July, 1966, 36 pages.

Mann, Fred L.; Cabrera, Raul Munoz. October,
1966. 44 pages.

Mann, Fred L.; and Huerta, John. "Comentar-
bssobz'eeleyectodeLemeeralde
Aguas." February, 1969. 30 pages. Iowa
Mission to Peru—Informe de Programsas—
Tecnicos No. T-5, Lima, Peru.

Mann, Fred L.; and Dalarezo, Isabel. "Pro-
puestas de Normas para Sociedades Mixtas
en @ Peru." August, 19%9. 35 pages.
Iowa Misson to Peru—Informe de
Programsas—-"Tecnicos No. T-5, Lima, Peru.

Mann, Fred L.; and Munoz Cabrera, Raul.
"Disposicones Legales Rdativas a Ia
Leche en d Peru." October, 1969. 46

neges. lowa Mission to Peru—Informe de
Prograrsas—Tecnicos No. T-7, Lina, Peru.

Mann, Fred L.; and Fahr, Samud M. "Pro-
puesta para un Nueva Sistema de Registro y
Enajenacion de Derechos de Propiedad
Privada en e Peru." October, 1965. 13
pages. Direccion de Eccnomia Agraria and
Iowa Mission to Peru, Lima, Peru.

Mann, Fred L. "Un Procedimiento Legal de
Corventracion Parcdaria Para e Peru."
February, 1966. 59 pages. Direccion de
Economia Agraria, Ministerio de
Agricultura and Iowa Mission to Peru,
Lima, Peru.

Mann, Frec L. "Agrarian Reform Policy and
Rural Institutions Development
Suggestions."” 12 pages. Iowa Missn to
Peru, Lima, Peru.

Mann, Fred L.; and Hase, Mdvin G. "A
Potential Institution and Procedure for
Financirr Agrarian Reform in  Peru."
October 15, 1963. 7 pages. Iowa Mission
to Peru, Lima, Peru.

Mann, Fred L. "The Judicial System of Peru."

October, 1965. 12 page .. lowa Mission to
Peru, Lima, Peru.
Mann, Fred L. "LegalEconamic Research in

Agrarian Reform  Studies." 1963,

11 pages. Iowa Mission to Pery, Lima,
Paru.
Mann, Fred L. "Farm Credit in the United

States, Proceedings of Annual Conference
of Institute of Intermatibrsl and
Comparative Agricultural Law." Florence,

Italy, 1966.
Munn, Fred L. "Legal-Economic Resaarch,
Proceedings of Conference of

Inter-American Bar Association." May,
1963. Panama. English and Spanish
versins,



APPENDIX C. JOWA-PERU PROGRAM STAFF

Staff members serving the Iowe-Peru Pro-  lists: () Long-term Advisors, serving in
gram in Peru are induded with their titles Peru one year or more, continuously, and
under the Program, arrival and deperture  (2) Short-term Advisors, serving in Peru less
dates, present pestion, and oaorent than one year.
employer. The staff is divided into {wo
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T01

SHORT-TERM ADVISORS

Name Title Arrival Depsrture Current Position

John C. O'Byrne Law Advisor 9-21-61 11-19-61 Dean, Callege of Law University of Georgia
John F. Timmons Economist 9-21-61 11-19-61 Distinguished Professor Iowa State University
Antono Giles Research Associte 9-21-61 9-1-62 Unknown
Eric Thorbecke Growth Economist 1-21-63 3-2-63 Distinguished Professar Corndl University
Fred L. Mann Law Advisor 1-21-63 3-2-63 International Program University of Missouri
Karl A. Fox Head, Depart. of Economics 1-26-63 3-2-63 Distinguished Professor Iowa State University
Samuel M. Fahr law Advisor -3-63 8-20-63  Professor University of lowa
Lee Kaimer Marketing Economist 6-10-63 9-4-63 Dean, Calege of Agric. Iowa State University
John F. Timmons Program Director 2-11-64 3-9-64 Distinguished Professor Iowa State University

2-22-65 36-65

2-20-66 3-8-66

2-15-67 3-567

2-20-69 3-6-69

2-18-70 3-8-70

2-23-71 39-71

2-25-72 3-10-72

2-18-73 3-6-73

2-21-75 3-7-75

2-20-77 35T
J. K. Sengupta Eoconomist 2-11-64 3-9-64 Professor Universiy of Bombay
Lehman B. Fletcher Agricultural Marketing 3-7-64 52564  Professor Iowa State University
James Prescott Programning Specialist 6-2-64 9-20-64  Professor Iowa State University
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Raymond R. Beneke
Semuel M. Fahr
Lehman B. Fletcher
Dorneld Kaldor
Donald Winkelman
Semuel M. Fahr
Raymond R. Beneke
Erik Thorbacke
Enrique Vigues
Semuel M. Fahr
dJames Christian
Wayne Fuller
Williem C. Merrill
Foyd Andre
Lee Kamer

J. T. Scott

Production Economist
Law Advisor
Agricultural Marketing
Agricultural Economist

Law Advisor

Farm Menagement
Growth Economist
Agricultural Economist
Lew Advisor

Statistical Advisor
Marketing Economist
Dean, Cdlege of Agric.
Dean, Cdllege of Agric.

Coordinator of Interna-
tional Agric. Programs

6-14-64
7-11-64
3765
-1-65
5-14-65
5-30-65
6-3-65
7-2-65
1-20-66
6-9-67
6-10-67
6-15-68
7-16-68
6-15-68

1976

1976

9-29-64
9-15-64
2565
6-27-65
8-7-65

8-7-65

8-27-65
8-15-66
8-8-67

8-20-67
7-1568

8-31-68

Chairman, Economics Dept.

Professor
Professor

Professcr (deceased)

Head Economist, CIMMYT

Chairman, Economics Dept.

Pralessor

Professor

Professor

Professor

(deceased)

Dean, Cdlege of Agric.

Coordinatar of Interna—

Iowa State University
University of Iowa

Iowa State University
Iowa State University

Ford Foundation
University of lowa
Iowa State University
Carnell University
IIAS

University of lowa

Iowa State University
lowa State University
lowa State University

Iowa State University

lowa State University
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LONG-TERM ADVISORS

Name Title Arrival  Deperture Current Posltion

Herbert B. Howel* Chief of Party 11-20-62 53064 Retired Iowa State Universty
Fred L. Mann* Law Advisor 4-25-63  7-31-66

Legal & Economic Advisor  8-1-66 7-31-67  Associate Directar of

Chief of Party 8-1-67 8-31-71  International Programs University of Missouri
David W. Brown* Agricultura! Economist 5-1-63 4-30-64

Chief of Party 5-1-64 4-30-65  Professor . University of Tennessee
Melvin G. Hase National Research Economist 7-11-63  7-1065 Professor . University of Missouri
Dean Schreiner National Research Economist 9-4-63 9-3-65  Professor Oklshoma State Universty
Apostdlos Condos Growth Economist 9-11-63  9-10-65
Erik Thorbecke Growth Economist 9-1563 9-15-64  Distinguished Professor Cornell University
Rene Vandendries Growth Economist 12-16-63  12-15-65  Economist World Bank
Alfred Fidd Growth Economist 9-1563 12-1565 Professor University of N. Carclina
Henry Vigues Agricultural Economist 2-18-63  12-17-64

Agrarian Reform Advisor  12-18-64  12-17-65  Economist liCA
J. T. Scott* Chief of Party 41864  4-18-65 Internationsl Ag. Progrems lowa State University
Eugene Brady Growth Economist 6864 12765  Professor Indiana University
Thyrele Robertson Marketing Economist 12-264  11-7-68  Economist USDA

*Served as Chief of Party in Peru.



01

Hylke Van de Wetering*

Roneld Tinnermeier
Wiliem C. Merril
Dale B. Furnish
Geoffrey Shepherd
Robert Van Slooten
Lon Cesal

C. Philip Baund*
Stephen McGaughey

Semuel M. Fehr#*

Eric S. Graber

James Seagraves
Randall Hoffmann*
Toamas Mulleady*
Barry Arnold
Frederick S. Hopkins*
Stephen Sosrick

Agricultural Econamist
Chief of Party

Agricultural Economist
Marketing Economist
Lew Advisor
Marketing Economist
Growth Economist
Production Economist

Chief of Purty
Growth Economist

Chief of Party
Marketing Economist
Agricultural Economist
Production Economist
Productionn Economist

Forestry Economist
Merketing Economist

3-3-65
7-1-11
3-8-65
6-1-65
9-2-65
9-30-65
11-11-65
6-3-66

10-16-66
1966

1968

19711
10-19-73
1-15-74
2-24-14
7-15-74
2-20-75

1975

8-31-56
1-15-73

3-10-67
12-1-66
7-12-68
6-15-69
8-1568
7-31-68

6-30-68
1968

197

1974
7-30-75
12-15-75

6-1-77
8-30-76
10-15-76

1976

Professor
Profesaor
Professor

Retired
Professor

Chief, Ag. Deveopment
Branch, International
E +» Divisi

Head, Economics Analysis

Professor

Professor
Adjunct Professor
Adjunct Professor
Professor
Professor
Professor

Iowa State University
Calorado State Urniversty

- lowa State University

Iowa State Universky
University of Reading

ESCS-USDA

Iowa State University

Development Bank

University of lowa

N. Cardlina State Univ.
Iowa State University
Iowa State University

~ Icwa State University

lowa State University
U. of Californie—Davis




APPENDIX D.

Beginning in 1961, the sets of instruc-
tions and suggestions were prepared and pro-
vided each candidate for positions in the
lowa-Peru Program serving in Peru. These
instructions were revised periodically in
light of staff experiences and changing
endosures. The final revisibn was made in
October, 1974, in connection with final staff

UNIVERSITY STAFF GUIDE

recrutment and preparation for participation
in the Program.

These updated instructions proved
valuable to staff members and their families
moving to Feru. Perhaps they might be use-
fu, with appropriate revisins, as check-
lists to other institutions in preparing
staff members for fereign countries.
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AID Contract la-C-1069(Peru)
Iowa State University-Peru
Qectober, 1974

. INSTRUCTIONS FOR STAFF MEMBERS GOING TO PERU

These instructions and attachments have been designed to
assist you in making preparations for assignment to the Peru
staff. Those items which are requ1red have been marked with
an- asterisk (%*). Other items are primarily for your own infor
mation. You are assumed to have knowledge of all information
contained herein. With these instructions you should receive:

Attachment 1 - Summary of Contract Allowances

Attachment 2 - Preparation for Transfer and Storage of
Goods

Attachment 3 - Preparation Check-cff Sheet

Attachment 4 - Shipping and storage allowances

Attachment 5 - Importation of P.0.V. into Peru

Attachment 6 - Summary of allowance Data for Lima, Peru

All staff members must be nominated by Iowa State Univer-
sity, and then cleared by AID in Washington, D.C. before they
may part1c1pate under the contract. The following forms may
be obtained from the International Programs Offlce, 115 Curtiss
Hall, and then must be returned before nomination is made for
staff positions.

FD 258 (Finger Print Form) 2 copies
Standard Form 171 (Personal Qualifications
Statement) 3 copies

Standard Form 86 (Securlty Investlgatlon Data)
(For those needing security clearance) 6 copies
AID Form 1420-17 (Biographical Date Sheet) 3 copies

Once these forms are sent to Washlnton, it will normally
take about two rnionths before clearance is received.

I. The fo;low1ng items are requ1red and should be completed
as soon as possible after nomination to a staff position.
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* A, Passport and Visa - Passports should be obtained as ear-
ly as possible. Photos for passports may be taken at the
Photo Service in Room B-12 Morrill Hall. Thry may be billed
directly to our account by prior arrangement. A passport
application must be filed in person at Room 200, U.S. Court
House in Des Moines, or in the Office of the clerk of any
U.S. District Court. To complete each application you need:

1. Documentary evidence of United States Citizenship
(usually a birth certificate)

2. Two photographs, identical, 2 1/2 x 2 1/2

3. Personal check or money order for $10 plus $2 in
cash.

Tt will take about three weeks to receive the passport, so
allow for the time involved. Application forms are avail-
able in the International Programs Office.

As soon as the passport is received, it may be brought to
the Internaticnal Programs Office, and it will be sent to
receive an official visa for Peru. It will take about three
weeks to obtain a visa after the indicated consulate has
received authorization from the Peruvian Foreign Ministry.
If you are a citizen of a country other than the United
States, and your passport does not contain a visa allowing
you to reside in Peru, the International Programs Office will
coordinate the obtainment of the visa, if you desire.

The Peruvian Consulate may require a letter of good conduct
from Local Chief of Police.

* B. Medical - The following inoculations, as recommended by
your physician, may be taken before departure: smallpox, ty-
phoid, tetanus, polio and yellow fever. The costs for these
are paid by the contract. The typhoid shots require two
weeks if you have not previously received them. The yellow
fever shots can only be received in Des Moines. The shots
are given by prior arrangement. For an appointment, call The
Clinic in Des Moines, 283-4964. As these inoculations are
received, they must be recorded on an International Certifi-
cate of Vaccination. Yellow fever shots may also be taken in
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Lima, Peru, by arrangement through the Chief-of-Party.
When you schedule the shots, keep in mind that some must
be either simultaneous of time phased, that some must
be given on a different day than others, and that some
may not be given under certuin health conditions: i.e.
poison oak or other breaks in the skin.

In addition to the inoculations, you must obtain from your
physician a complete physical examinatior and a certificate
(forms are available from the International Programs 0Office)
stating that you and each member of your family are physi-
cally able to spend the required period abroad. Cost for
this will be reimbursed by the contract.

* C. Reporting Expense- Under the Contract - Passport, photo,
visa, inoculations. as well as physical examination fees (up
to $70 maximum per person) are all reimbursablc under the
contract. Receipts for all miscellaneous items must be at-
tached.

IT. The following items pertain to travel and transportation
of goods:

A. Storage and Transfer of Autos and Household Gcods -~ The
shipment and storage of household goods are subject to the
weight limitations currently set out in the Standardized
United States Governmrnet Travel Regulations. (See attachment
N° 4). Transportation including packing and ecrating costs
will be paid from the point of origin in the United States to
post of duty and return for household goods, one adatomobile,
and personal effects as noted in the following paragraph.
Storage of the balance household goods will be paid, includ-
ing packing costs..Autos may not be stored at project ex-
pense except in certain emergency situations.

You may make arrangements with the transfer and storage com-
pany of your choice. If your storage will be arranged with
a company which is not in Ames or Iowa City, you should dis-
cuss these arrangements with the Coordinator.
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As a general rule, household goods should arrive within
two months after shipment. They should be shipped as
"Unaccompanled Baggage" for customs clearance purposes.
Clearances in Peru normally requires 2-3 weeks after
final local clearance of the staff member by the Foreign
Ministry.

Autos shlpped must be U.S. manufactured, with a stated ma-
nufacturer's price at the p01nt of manufacture not to ex-

ceed $3,300 or $3,500, excluding accessories and freight.

Maximum factory price will depend on the Advisor's grade

level. FRS-1 to FRS-2 equivalent $3,500 and FRS-3 to FRS-6
equivalent $3,300. No Cadillacs, Llncolns or Imperials may

be shipped. It is recommended that a set of extra parts be
purchases (spark, Dlugs, p01nts, fan felts, windshields wi-
pers, extra side-view mirror, air and oil filters, car wax,
etc.). When shipping a personal car, hubcaps, windshield
w1pprs, cigarette lighters, car tools, rubber mats, outside
mirror, antfena and other small car accessories should be ship-
ped with the household poods. These items are often lost at the
docks in Callao. It is also recommended that a spare. tire lock
be purchased. Clearance of an imported car normally requires
about 2 weeks after arrival in Callao.

* Peruvian Laws govern the importation and resale of autos.
A preliminary interpretation of recent laws 1s attached
for your puidance and choice of option.

B. Unaccompanied Air Baggage (Personal Effects) - In addition to
household goods, unaccompanied baggage, referred to as air freight,
con51st1ng of personal and/or household effects, may be shipped

in accordance with Attachement N° 4. Inform your movers that
boxes and crates, designated as "Unaccompanied baggage," must

be clearly marked as such. Unaccompanied air baggage sent as

air freight will arrive 3-u4 weeks after shipment.

Household effects are usually sent by surface shipment. Ship-
ment of all household goods by air freight may be considered,
since the cost differential over surtace freight may be nogll-
gible. Use the more economical or advantageous type of carrier.
If air freight is used, however, the technician is responsible
for this cost differential. Air freight can normally be obtain
ed about 3 weeks after arrival in Peru. -
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C. Shipping and Mailing Instructions:

Label all cartons, crates, etc. as follows:

Address Markings:
Your name (IOWA) UNACCOMPANIED BAGGAGE
USAID/Peru ‘

U.S. Embassy
Lima 1, Peru

Your mailing address will be:
Your name
USAXD/Peru
U.S. Embassy
Lima 1, Peru

For emergency telephone calls, you can be reached through
the Towa Mission Office: Lima telephone number 24-5147.

Be sure to inform the post office and publishers of your
change of address.

D. Travel Arrangements - You may make your own airline re-
servations and bill the International Programs Office, 115
Curtiss Hall. Travel is to be made by tourist jet on a U.S.
flag carrier by the most expeditious route. Other arrange-
ments may be made, but per diem and reimbursement will be
limited to the cost of tourist jet by the most expeditious
route.

E. ISU Travel authorization forms - Are to be made out and
turned in at least four weeks before date of departure, if
possible. If any days of annual leave or official stops are
planned enroute, this information is to be included in detail
on the travel authorization, along with departure and arrival
dates.

It is requested that each staff member take the responsibility
of notifying the Chief-of-Party of the time and flight
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number of his arrival in Lima, so that he may be met at
the airport.

The coordinator will inform the @hiet-of- -Party of the ap-
prox1mate date of arrival, but due to possible last-minute
changes in flights, etc., it is necessary for each staff
member to be responsible for this detail.

F. Baggage - You will be authorized to take with you up

to 66 pounds of baggage per person which Zncludes 22 pounds
of excess bhaggage) For children under two vears of age
with no baggage allowance, the contract will pay for 50
pounds of accompanied baggage per child. Cost of excess
baggage allowance will be refunded, if excess weight tick-
ets are not provided prior to departure.

G. Emergency Instructions - Leave instructions with the In-
ternational Programs Office regarding what to do in case of
death or other emergency--including who to contact for settle
ment of &affairs.

ITI. The following items are of special interest and infor-
mation.

A. Salaries - Salaries are determined on the basis of cu-

rrent salary base and the salary of University staff members
with similar rank, experience and responsibility. The base
salary may be~increased by up to ten percent for overseas in
centive in certain cases. The gross salary can also be 1ncreas
ed to compensate for loss of net income from professxonal ser-
vises if this income is foregone as a result of going overseas.
This compensation will be allowed to staff members who will

be on duty at least one year in the cooperating country. In
order to establish professional income foregone, the staff
member 1s required to submit a notarized statement showing

the amount of this type of income received during the 12-ménth
period prior to the date of departure for the cooperating coun-
try, itemized to show each income source.
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B. Vacation Policy - The regular University policy with
regard to normal vacation applies. This states that pro-
fessional staff members are eligible for vacation with pay
after six months of employment. Vacation are to be taken
on an annual basis without cumulation, but carryover of
vacation earned in a previoms fiscal year will be permitted
until December 31.

Home leave is 30 calendar days of paid rest and recupera-
tion in the U.S. for yourself and your dependents. Home
leave is granted only to personnel after two years of ser-
vice, if the staff member will return to Peru for an addi-
tional two years (or one year in special cases) and if they
have not spend more than 30 days leave time in the U.S. dur
ing the first two years.

C. Tncome Taxes - Staff members who are U.S. citizens may
be eligible for an exemption from Federal Income Taxes on
salaries earned while overseas for a period of 18 months or
more. Application for this exemption is to be made at the
time of eligibility; however, withholding may be discontinu
ed by submitting Form 2555, obtained from the International
Programs Office. Peruvian income taxes do not apply.

D. Business Affairs - While you are overseas, Some indivi-
dual or institulion should be authorized tc take care of

your pusiness affairs here at home. A bank can be given
whols or partial "power of attorney" and if you maintain an
account, you can have bills sent there for payment. It would
be a good idea to gather together all documeiits which would

be needed in case of death, and put them in your safe depnsit
box or similar secure place, leaving a key with some authoriz-
ed person here.

E. Banking - Salary is normally paid by ISU directly to your
bank here at home. Checks drawn upon your Ames Bank account
may be cashed at the Embassy or the AID offices in Lima.

The quarters allowances is paid monthly in advance in soles

in Peru. The technician is expectad to retain rent, utility,
garbage collection and educational bills to justify the allow
ances received. -
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Temporary lodging expenses will be paid in soles in Peru.

Educational costs are paid directly to the Colegio Roose-
velt by the Administrative Services Office for Institution
al Contracts (S.A.C.I.).

Wives and other deperidents are not usually authorized to
cash checks at the Fmbassy or AID offices. Under special
circumstances, and upon proper execution of an appropriate
Power of Attorney, wives may be permitted to cash checks at
the AID office. Forms are available locally.

F. Insurance - Contact your insurance agents regarding the
types of insurance you will need. In-transit insurance can
be obtained from the transfer company or from « private agen
cy. Some pdélicies combine in-transit insurance with all risk
coverage for household effects and autos while in Peru at
greatly reduced prices. No insurance costs of this type are
reimbursable under the contract.

You are required to obtain third party liability insurance

on your auto while it is in Peru, even though it is not re-
imbursable under the contract. Third-party liability insuran
ce must be obtained from a Peruvian Company prior to its
removal from customs. Auto insurance rates can be considerably
reduced if you will obtain a letter from your auto insurance
agent stating that you have not had an insurable loss during
the past three to five years (providing you have not).

G. International Driver's lLicense - An application for this
license may be made with the Motor Club of Iowa, 2050 Grand
Avenue, Des Moines, Iowa 50310. Allow about three weeks for
this. Bring your U.S. driver's license to Peru, since it
will speed up the process of obtaining a Peruvian Driver's 1i
cense which is also required. No children under 18 are permit
ted to drive in Peru. -

H. Automobiles - Recent Peruvian Laws place severe restricat
tions on the importation and resale of autos in Peru. You
should read the attached circular very carefully and select
the option which most closely fits your needs.
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Autos may be purchased in the U.S. from local dealers or
directly from the factory. Cars purchased from the fac-
tory are usually "export models" specially equipped for
Latin America. However, export models may not have all
pollution control and safety devices and therefore could
not be re-imported intc the United States. Factory orders
often require from 2 to & months or longer for delivery to
the port depending on strikes, model change-overs, etec.

Address for the export divisions of U.S. car manufacturers
are as follows:

General Motor Corporaticn Chrysler Corporation
Chevrolet Division(Mr.C.L.Michael) Export-Import Divisicn
General Motor Building Wyoming Plant
Detroit, Michigan 48202 P.0. Box 1688

Detroit, Michigan 48231
American Motors Corporation Ford Motor Company
International Sales Department Customer Service Division
14250 Plymouth Road P.0. Box 1805
Detroit, Michigan 48232 Dearbe¢rn, Michigan 41821

Attention: Import-Exsort
Division

The Certificate of Title or Manufacturer's Statement of
Origin of the car shipped will be needed in Peru. The follow
ing documents are presently required for processing the
entrance of a car into Peru. These should be obtained and
forwarded by your Dispatch Agent.

(1) Original of shipping company's Bill of Lading; (2) Com-
mercial Invoice approved by Peruvian Consulate at port of
Embarcation; and (3) Consular Invoice from Peruvian Consulate
at P.0.E.

The Commercial Invoice and Consular Invoice must be obtained
by the shipping company before the car can be shipped from
the port. You should bring with you, and provide a copy to
your shipper, the original or a copy of your Purchase Invoice
from the manufacturer or local dealer.
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New autos purchased in Peru presentlv cost about $4000 for
a Volkswagen, $4700 for a Datsun, $5000 for a Toyota, and
up to $9-10000 for a Dodge. These prlces are for cash pur-
chases and include local taxes. Prices are readjusted up-
ward about every six months.

* I. Personnel Office - A few days before departure. check
with the Personnel Office, Room 16 Beardshear, to make sure
that all banking, insurance, annuity and other data are up
to date. You may wish to have your earnings statements sent
to the International Programs Office for forwarding.

J. Spanish Language Training - Spanlsh training may be offer
ed at Ames, in Washinton, D.C., or in Peru. The nature, dura
tion and location of fulltime language training will be deter-
mined by the Project Director and Chief-of-Party, based on
the needs of the particular situation of each staff member.

K. Temporary Lodging in Lime - Fach technician and dependent
will be entitled to a temporary lodging allowance. Payments
for temporary lodging may be made for up to three months upon
arrival and for one month before departure from post. Lodging
options in Lima are as follows:

(1) Furnished Fmbassy apartment with two or three bedrooms,
dinning room kltchen and utlllty quarters. Reservations
should be made in advance, since the 4 available apart-
ments are often filled.

(2) Pension - Often includes board as well as room, but
meals cannot be charged to temporary lodging allowance.

(3) Hotel - Most are locating near major shopping areas and
public transportation facilities such as buses, colecti-
vos, or taxis.

L. Supplementary Post Allowance - EFach technician and depend
ent may be entitled to a supplementary allowance during the
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time they are occupying temporary lodging. {Supplementary
Post Allowance, Revision of Subchapter 230 and Section
941.6 Standardized Regulations, effective August 27,1974).
See Attachment N° 6.

NOTE: ALLOWANCES AND OTHER REGULATIONS ARE SUBJECT TO
CHANGE WITHOUT NOTICE.
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ATTACHMENT I
SUMMARY OF CONTRACT ALLOWANCES

The authority of this summary of contract allowances
is the "Standardized U.S. Government Civilian Allowance Re
gulations (Foreign Areas)". These allowances are subject to
change, but the following are currently 1in effect:

1. Per diem Rates (for travel status)

a. International Air Travel

persons 11 years of age and older | $ 6.00
persons under 11 years of age $ 3.00
b. In U.S. on consultation, staff member $25.00
c. In Lima $34.00
d. Outside Lima $20.00

Calculations are made on quarter-day basis

2. Maximum Temporary Lodging Allowance

Temporary housing costs are payable for up to three months
after arrival and up to one month prior to departure from
post. Payments are made subject to presentation of receipts

and for lodging only, nc payments for food are allowed under

this category. Maximum allowance for temporary lodging is
as follows:

Person 11 years of age and over : $14.00
Person under 11 years of age $ 7.00

3. Supplementary Post Allowance

A supplementary post allowance has recently been authorized
for Lima.

117



u.

This allowance may be paid during the period 4 staff
member is in a temporary lodging status. Payments

of up to $6.00 per day may be raid foe each staff mem
ber and adult dependent. Dependents 11 years of age
and under may receive $5.00 per day (see attachment N°
6).

Maximum Quarters Allowances

Equivalent Rank Allowance with Family Without Family

Group II, FSR 1-3 $4,900.00 $4,400.00

Group III, FSR 4-6 $4,800.00 . $3,300.00

An employee with more than one member of family at the post
is eligible to receive the above allowance plus the applic-
able amount shown below:

Members of Family Additional Amount of Living
(Excluding the employee) Quarters Allowance

2-3 $200.00
4-5 $400.00
6 or more $600.00

The above maximum is for reimbursement for receipted rent,
utilities and other expenditures. Quarters allowance will
be estimated when the staff member obtains housing, and the
estimated payments will be made monthly. Periodically, dur:
ing his tour, the staff member must present receipts for
all expenses to the Chief-of-Party, except for an allowance
of $400 per year, and any necessary adjustments will be made
in total allowances paid. Payments may not exceed the maxi-
mum _amounts established for each group. Housing rentals are
expensive in Lima, and staff members may have to pay up to
$100 per month out-of-pocket to obtain satisfactory quarters.

Education Allowance

Education expenses are paid directly to Colegio Roosevelt
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from local support funds of the Administrative Services
Office. Payments provide for tuition and related costs
and presently cover tuition and transportation costs of
the Colegio Roosevelt. Payments are not presently author
ized for educational costs at other schocls. School uni=
forms must be purchased and are considered a personal ex-
pense not reimbursable under this allowance.

. Transfer and Storage

Current allowances for shipping and storage of household
effects and unaccompanied baggage are summarized in attach

ment 4.

Basic Furniture

This is a furnished post. The following furniture is pro-
vided by USAID under the contract, as available.

Living Room

Sofa Bookcase-cabinet Desk and Chair
Arm Chairs Coffee Table Floor £ Table lamps
End Tables Lounge Chairs Rug

Dining Room

Table, extention Buffet Rug

China cabinet Chairs

Bedrooms

Bed and Mat- Lamp Mirror, wall
tresses (Double

or Twin)

Dresser Chair Rugs (for up to

three bedrooms)
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Kitchen

Electric Refrigerator Electric Range

(with freezer section)

Miscellaneous

Automatic Washer Gas and/or electric space
(without wash and wear heaters

cycla)

Transformers Clothes Dryer
Dehumidifier

AID electricians install and maintain all AID-provided elec
tric appliances and fixtures.

Servant's furniture is not provided.

Most beds are standard length.

The size of an employee's family and the anticipated repre-
sentational requirements consistent with the employee's of-
ficial position will determine the quantities of the above
items that are furnished. ‘

From the foregoing, a new employee should be able to deter-
mine what is essential additional furniture and household
accessories requirements will be for this post. Suggested
items are:

* Radio - AM/FM/SW Camera Film
Small Tools 2 padlocks per child(school lockers)
*%%Dpape § Curtain materials Pictures
(allowance of $200)
Cosmetics and Drugs Card Table with folding chairs
Slide Projector Children's Fquipment & Clothing
Sewing Machine Extension Cords (heavy duty)
Blankets (some electric) Games and Toys
Record player, records, need Blender
les
Pillows Queen/King size beds
Christmas decorations §
wrappings
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Dishes *%Television (BEW or coleor)
Floor polisher Barbecue £ charcoal
Vacuum cleaner Clocks
Kitchenware, drainboards, Freezer

floor mats, and lawn fur

niture. ,
Bed spreads Garden Tools, hoses, sprinklers

for those desiring houses.

* Armed Forces Radio can be received on good quality multi-
band radios (19, 25 and 49 m bands) -- news, sports and
music. Loecal radlos broadcast on AM, FM, AM/FM Stereo
and short wave bands.

% Local programs are in Black and White. Special event pro-
grams arriving Via Satelite are often in Color.

*##*Received upon approval by USAID and after presentlnp receipts.
Returnees say that $200 does not buy much in the way of cur-
tains in Peru -- 2 large windows or pos51b1y 3 small windows.
Advisable to bring material for drape making here in Peru.
Peruvian windows may be different sizes and lengths than U.S.

Clothing:

Temperatures range from highs in the upper 80°s to lows in
the lower 50°s. For women, sweaters and slack suits are very
practical. Slacks or casual dresses are worn during the day;
long dresses at night. For men, double or single knit slacks
are confortable. Multi-season suits (spring and fall) are
appropriate from April thru November:; light weight slacks and
sport shirts for December thru April.

Flectric current in Peru is 220 volt., 60 cycles. Wall
sockets accept flat or small (not european) round plugs. Small
220 volt. appliances can be bought from Alta 220 Export Co.,
870 Market St., Suite 709, San Francisco, California. Note
that transformers of up to 1500 watts are furnished by AID.

NOTE: Local prices for clothing, bedding, kitchen utensils,
tools, appllances, hanyers, waste baskets, etc. are
about 3 times U.S. prices. If you have a doubt about
an item bring it, if you have weight allowance left over
or wish to pay the extra shipping expenses. One can usual
ly recover cost of items upon departure.
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ATTACHMENT 2

Preparation for Transfer and Storage of Gcods

The following instructions will assist you 1in pre-~
parlng for the arrival of the transfer company or forward
: 1ng agent. Your company may want to take one day for pack
1ng, one day for moving household goods, and one day for
mov1ng out storage goods. A good portion of your time dur
ing your last weeks here will be taken up by transfer and
storage arrangements. Be sure that you have a plan for
orderly packing and storage of your household items.

AIR FREIGHT

You are going to be "camping" for a matter of several
weeks when you arrive in Peru and before your surface freight
arrives, so select your air freight items on this basis. Plan
to select your air freight first so any overwelght can be cor
rected and added to surface freight portions of your shipment.
Take a few dlshes, enough pots and pans for basic cooklng,
some linens, an iron, additicnal seasonal clothing, small
electrical appllances, cosmetics, med1c1nes and small kitchen
items such as measuring spoons, mixing bowls. can=operners,
refrigerator containers, needlework, cards, books, ete. If
you are in doubt about possible overweight on these items,
set them in boxes and weight the boxes on your bathroom scale.
Weight for airfreight is calculated as gross weight and will
include the weight of the container which is required for
shipments made to ports outside of the U.S. Crating will
consume roughly thirty percent of your weight allowance. You
may secur2 boxes and inventory forms foriinsurance purposes
from the transfer company. All items will be waterproofed,
repacked and banded at the warehouse for safe shipment, so
you will not have to pack them for transit. Soéme individuals
may prefer home packing to avoid theft and other losses.

Note: A survival kit is available from AID and include basic
kitchen utensils, flatware, dishes, and bedding for
use until your shipments arrive. However, these items
should be included in your airfreight.
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In arriving at insurance valuation, use inventory sheets
and lump items in general classification such as, "Six
sheets - $24.00". If you are setting items in boxkes as
you sort them, it is smart to use a marking pencil and
marck each carton "Air" and the weight. This saves con-
fusion when there are a number of cartons together in
one place.

Air freight will arrive at your destination in approxi-
mately 2-3 weeks from the date of dispatch, but may not
be clared through customs for several days thereafter.

SURFACE FREIGHT

Personal effects and specific items of furniture not
furnished at your destination will be included in sur-
face freight. It should be shipped as '"unaccompanied
baggage'". Please use inventory sheets from the Trans

fer Company in listing your items and arriving at a
valuation for insurance purposes. It 1s not necessary

to list each specific item. Use general categories and
arrive at a total value for the shipment. As with air
freight, these items will be water proofed, packed and
banded at the warehouse, but weight will be calculated

on a net basis which does not include weight of overseas
crates. Some individuals may prefer packing in the home
to avoid theft and other losses at the warehouse. Net
does include boxes and packing materials. Glassware is
usually packed at your residence in order that it may
travel safely direct from the origin point. If you or-
der special electrical appliances for shipment with sur-
face freight, be sure they are ordered well in advance so
their pending arrival will not hold up the transfer of your
entire shipment. You may have such items sent freight or
express collect to some transfer companies. The transfer
company will pay the freight charges and include the items
in your shipment. They will bill you later on these char-
ges and ingurance charpges, which are not part of the pro-
ject's obligation.

STORAGE

Remaining furniture and other items not shipped to
your overseas destination may be placed in storage at the
origin warehouse. Small items will be packed as for transit.
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Mattresses and box spring will be stored in cartons.
Your rugs be rolled and placed in rug cartons. Small
items of furniture will be wrapped and placed in large
wooden storage crates. It is advisable to have a com-
plete inventory of items left for storage.

You must carry your own fire and extended coverage in-
surance on goods in the warehouse. The warehouse is only
required to insure against'"normal storage hazards" such
as handling damage, theft, etc. The warehouse is not
responsible for damage from fire, wind, and other natur
al hazards. Arrive at a good approximate total valuation
and then have your present household insurance policy
changed to included this storage portion. If this is not
possible through your present company, the transfer com-
pany can arrange this insurance for you.

Your transfer company will be happy to work with you at
all times on your own special questions. Feel free to
call them at any time. It's easier for everyone if you
don't wait for a questdion to become a problem.
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UNIFORM STATE/Al F RVICE TRAVEL REGULATIONS

147 Bagguge
147.1 Excess Personal Baggage

The amount of baggage carried at no charge
by transportation companies when it accom-
panies the traveler varies according to the
mode of transportation. Any baggage above
these limitations is excess baggage. Travel
authorizations may specify a maximum ex-
cess haggage allowance. Charges for excess
hapggage not specifically included in the travel
authorizatior may be approved by an authour-
izing officer upon justification by the traveler.

When leas than first-class air accommoda-
tions are use, ecxcess baggage 13 hereby au-
thorized in an amount to bring the total to
that carried free on first-class service. When
a journey begins or terminates outside the
continental United States and an airline will
not carry without charge /5 pounds (30} kilo-
grams) of accompanying baggage, excess hag-
gage is hereby autharized in the amount re-
quired to bring the tntal weight to 66 pounds
for cach authroized traveler. Excess haggage
18 not authorized at Government expense for
rest and recuperation travel, family visitation
travel, or emergency visitation travel. For
medical travel, see 3 FAM /8f,4-5,

When practical, authnrized excess hHaggage
should he shipped as freight and nmiay he
added to the allowance authorvized in section
147, 2.

147, 2 Unaccomgnled Baggage

a. An unaccompanied baggage allowance for
employces and their depen-ents authorized to
travel 18 granted according to the following
schedule unless ntherwise prohibited by reg-
ulation:

Ciross Weight

First person traveling 250 pounds
Second person traveling 200 pnunds
Third person traveling 150 puunds
Fourth and other persons 100 puunds

traveling each

b. The unaccompanied baggage allowance ‘s
in addition to the household effects allowar

" shown in section 162.2. Unaccompanied bs .-
gage may be shipped as air freight by the
most direct route between authorized points
of origin and destination, regardless of the
modes of travel used,

¢. Unaccompanied baggage is considered to
be those personal belongings needed by the
traveler while en route or immediately upon
arrival at destination. 1t is, therefore, in-
tended that transportation of unaccompanied
baggage shall be initiated promptly, prefera-
bly in advance of the traveler's departure,

d. Unaccompanied baggage is not authorized
for TDY trave! unless specifically authorized
in the travel "autharization or when such TNDY
travel is in conjunction with travel on direct
transter, home leave, and/or home leave and
transfer, in which case unaccompanied hag-
tage may be shipped between puints specified
in such authorization.

%%147.3 Shipment of a Layette

A separate and distinct a:rfreight allowance
for the shipment of a layette may he author-
ized in an amount not tu vxceed 160 pounds
aross weight for a dependent child born at a
post where Amecrican or other suitable lay-
ettes are unavatlable locally and must be
obtained in the United States or elsewhere,

A layette, for the purposcs of this allowance,
shall be considered to consist of clothing,
blankets, and o'her items of equipment and
furnishings directly relatedd to the care and
feeding of an anfant (for vxample, crib, baby
chair, playpen, etc,). Foodstuffs, with the
exception of milk, formula, and commercial
baby food, may not be shipped wader this al-
lowance.

Air shipment may comivence bhetfore, bhat
should commence no later than 45 days altev,

the hirth of the child. The time himitations

specified in section 132.2 are not apphiable
to this allowance. On subsequent travel in-

volving authorization far transportation of air-
freight, the farmly and new child wi)l recerve

allowances as set forth in section 147,2.

{sksk) New Nuterial
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UNIFORM STATE/AID/USIA FOREIGN SERVICE TRAVEL REGULATIONS

162.2 Schedule of Shipping and Storage Allowances

The amounts under the heading "Combined Shipmentand Storage,"' or alesser
amount, may be authorized. Within such amount authorized, only the
"Limited Shipment'' may be shipped when adequately furnished quarters are
to be occupird, or the type of quarters is unknown. Storage of the balance

may be authar:zed,

On returr to the United States, an employee occupying quarters having
Government-owned furnishings will be authorized the appropriate limited
shipment allowance apecified below, together with the net weight of effects
in storage at Government expense,

Combined Shipment and Storage Limited Shipment
Allowance When Family When No Family When Family When No Family
Group Authorized Authorized Authorized Authorized

to Travel 2/ to Travel to Travel to Travel

(Net weight in pounds)

I. Chief of 16,000 12,000 12,000 9,000
Mission 1/
Carecr Am-
bassador 1/

2. Career Min- 12,000 7,200 . 4,200 2,400
ister, Career Minister
{or Information
USAII N¥is-
sion Director
FSO/R, F'SIO
1.3, F5S8-1,
FCll-14

3. FSO/R, F510 10,000 4, 000 3,600 2,400
4-0, FSS 2.5,
FC n-10

1. FSO/R, 7, 500 4,800 1,000 1,800
FSIO 7-8,
FS3 -8,
FC 3.+

3. FSS$ 9-16, 5, 000 3,000 1,800 1,200
FC }-2

Additional for 00 eeea. 150 2 cee-e.
cach dependent

n.er two in

nunther

L/ Lamited to chief of nussion as defined in 22 U.S.C, 802(9), and career
ambassadnr as defined in 22 U.S.C. 867.
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ADMIUISTRATIVE CIRCULAR # 276

September 16, 1974

TO :  All American Members of the U.,S. Mission and Certain Third
Countzy Nationals Attaghed to U,S5,A.1.D.

'~

FROM : ADMIN - Roy C. Nelson

SUBJECT: Importation of Personally-owned Automotive Vekhicles into PERU

As mngt of you are awcre, Decree-Law 20724 significantly changes host
goverument policy for the duty free importation of motor vehicles.
Regulations based on the new law will be published by the Government
within 40 days as interprcted by a commission comprising representatives
from five ministries. In the meanvhile, as a result of consultatious
with officials of the Ministry of Foreign Affairs, it would appear taat
the following principles regarding the importation of automobiles into
Peru by members of the Mission will obtain effective September 11, the
date of publication of the new lew:

1. Automotive vehicles already in Peru or those which have been
ordered and/or shipped prior tc September 11 may be disposed of in
accordance with the old ground rules (i.e., sold after two years free
of duty). Proof that cars in the "pipellne'" have indecd been ordered
prios to September 1l must be presented to the Minintry of Foreign
Affairs by October 11, 1974, ALl PERSONNEL WITH CARS IN THE "PIPELINR"
PRIOR TO SZPTEMLER 11 SHOULD PROVIDE THE EMBASSY GSO WITd4 EVIDENCE TO

THIS EFFECT IMMEDIATELY.

2. Automotive vehicles not in the "pipeline" prior to September 11
and which are acquired by members of the statff after that date will be
subject to the requirements of the new law. In practical terms, this
will give personncl assigned to this Mimsion tke following options:

a., Buy a car of local assembly (Dodge Coronet, Hillman Huater,
VW 1300, Datsun 1400, or Toyota Corona), including the payment of
taxes, and apply for a rebate of the taxes. Applicationc for rebate
must. be filed within one year of the date of acquieizion. This type
of vehicle may be sold free of duty at the end of two years.

b, Buy a car gbroad of the same make and mndel as those
asseabled in Peru and import it free of dity. The owmership of such
¢ vehicle may be transferred in Peru frce of duty only at the end of
four years,
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c. Bring into Peru any other type of vehicle and axport it
from Peru at the end of tour. The ownership of such a vehicle may be
transferred within Peru only at the end of four years and then only
with the full puyment of duty,

d., Owners of vehicles described in paragraphs a and b above
may sell them earlier by paying a prorated share of the duty if they
are departing from Peru on official transfer,

3. An individual msy owm or import only one duty free vehicle °
at a time, ’ :
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ADMINJSTRATIVE_CIRCULAR § 283 ATTACHMENT N¢ 6

October 15, 1974

™ :  All American Parsonnel of AP{‘Agencies
FRGM : ADMON - Roy C. Nelsonn ,Cﬁl
SUSJECT: Summery of Allowence Daca for Lima, Peru

1. Temporary Lodging: $14.00 per day for emplcyecs and each dependent
11 years cf &ase or over.,

$ 7.00 for dependents under 1l years of age.

Temporary lodging may be paid ouly duricg the period you actwaily ocripy
teunorary quasters, or fov the first 3 months a% rost, waichever 18 less,
Temporary lodging i1- alan payatle for one menth imnediately preccding
finsl denarteie from post or for the nusber of days temporary lodging

i5 actuzlly cecupled, vhichacver ie less, No allowances will ke grercad
t» personuel staying at goveraucnt-furnishad quacters,

2. Quarvters Allowanc?

Group 2 Group 3 Group & Czcup §

Bith Panlly $§64.,990 $4,800 $4,500 . $3,000
Witheut Canily $34,530 $3,320 $2,800 $2,63)
EGO-TIR EES %3 AIR-P.C.
Grovp 2 M, 1-2 1 14-18 11-14
Crouy 3 4-6 2-5 . 10--23 7-10
Croup & 7-3 -3 7-9 4-6
Gxoup 5 - Q2 Q 1.6 1-3

An emnloven with more than one member of £sully at the poat 13 clicible

to receivz the above elicwance plus the appiizatle smount: shown belcw:

Mcmhere of fomily (exeluding the enploye2) Additicnal Avaunt of Livieg
Quartars Allewsince

2-3 $200,00
&5 $4200%,00
6 or mora $639.00

s st

3. Pozt Allyvwance: (Cost-of-living allowanca) - Noue

&4, TPr2% Diffazential: Hone

5. Sup;lemeniovy Post: $6.00 por day per adult crd $5.00 for dependent
under 11 yearz of zgze while ocuupying hotel with
no houvaekeeping facilitiles during peviod of
tenpersry lodging (sce 1 abuve). These are maximum
razes, psyeble only ¢o the exteatr necessary for
enpinyr.es foced wirh unusvally hoavy expenses of
hnzel or resteuraut meslr due to current mavaila-
bility of temporary quartercs with housekeeping
facillties,
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6. Pducation Allowavces: "

fiace At Tost  Awav €ron Fost- Home Study

Grades lkalcs
E-6 $1,070 $1,070 K-8 §200
7-8 '$1,120 $1,120 9-12 $750
9-12 $1,130 - §1,130

Thege ere yearly rates,

7. Poreism Teansfor Allowance

This is an allowance for extraordinary, necessary and reasonable erpenses
incurred by an euployeec incideat to estebliszhing himgelf at any pcst of
tsaiganent in a forevign area, It is composed of two clements:

£. Miscellaneous Expensas

Employee . Employee
Without Family With Fenily
Without receipts or itemization
of expens:g $100.00 - $200,0)

(Additinnnl amount may be granted
wiien rcceipis are submitted and
expenceg ave iceiized foir total
emount including above, E2oc
241.2 and 942.3 of Standardized
Regalaticns (Government Clvilian,
Forelgn fxeag).

b, Werdrolte xprngag:

Lima 18 a Zone 2 Post, Wardrobe cxpenses are paid only on trsmsfor
frcm posts clacsifiecd as Zone 1 or Zonz 3 posts. The rates (a
flet sun) are as follows:

1, Employee without family $ 75.00
2. Employee and onc member of feaily §125.00
3. Ecployce and wore. than ‘one member of family $175.00

8. Doy Blem: $34 per day ia LM\
$20 per duy onczside LIMA
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D-day minus

D-day minus

D-day minus

D-day minus

ATTACI™ENT 3

PPLPARPATINN CHLCK-NFF SHEET

two

one

two

one

months

moﬁth

weeks

week

AIN forms and nomination submitted
to AID/Washington Apply for -Passport
and International Driver's License.
Turn in passport for visa apnlica-
tion. .

Obtain inoculations

Nbtain physical examinations

Submit completed travel authorization

RPequest travel advanced, if desired

Yotify Chief-of-Party as to the tvpe
of temporary housing required.

Inform Coordinator of transfer com-

pany
Order Airlines tickets

Submit emergency instructions
Make final check with personnel
office.
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APPENDIX E. BUDGET

132



geT

CONTRACT BUDGETS

6.

7.

Other direct

Overhead

Totals

Contracts
ICAC-2226 AID 1a-49 AID 13-592 AID la 1069 Total
9/1/61- 10/2/62- 1/1/69- 1/1/71- 7/1/74~

6/30/62 12/31/68 12/31/71 6/30/77 6/30/77 Amounts
$15,238 $1,046, 519 $190, 000 $190, 000 $470, 507 $1,912, 264
0 176,431 33,000 33,000 0 242,431

9,795 217,651 49,000 49,000 89,712 415,158 .
200 73,360 7,@ 7,000 1,300 88, 860
0 241,258 30, 600 50,000 0 341,258
1,632 208,445 86, (ll) 86, 000 91,948 474,025
4,457 407,668 85,@ 85,000 141, 267 723,32
$31,322 $2,371,332 $500, 000 $500, 000 $794,734 $4,197,388




