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PREAMBLE

This document has been divided in two parts. The first part
outlines the main happenings which occur since.July 1980 for a
better understanding of the 'model' developed and its original
intentions. Evolution of inflation, balance of payments, public
finances, etc, are analyzied along the exposition. In the second
part and in the measure allow by the available information, indus-
try is analyzed from a microeconomic point of view. Issues such
as industrial concentration, production's geographical distribution,
distribution of production by industrial divisions, added value,
employment, etc., are examined as well as private.investment and,
its financing along the period. The concept 'private sector'
should be interpreted as relevant to the 1 ‘ustrial sector and

distinct from other sectors.such as agriculture, mining, etc.

Lima, April 1983



I...ECONOMIC.EVOLUTION
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THE ORIGINAL INTENTICNS

The change of government in 1980 marked an alteration of

the conception of development. Though the.winning party,

Accidn Popular, did not have a detailed goverrmental plan (as

did, for example, the Popular Christian Party) a radical change

was expected regarding the military govecnment's policy. The

general conception of the new policy was submitted to Congress

in August 1980 by the Presidenr of rhe (zbinet, Manuel Ulloa.

If foresaw:

The attraction of foreign investment particularly in
0il exploration, mining and banking.

The obtention of foreign 'soft' credits to develop

"big infrastructure projects in the elactricity, agri-

culture,rroadbuilding,’ eduration-and housing..sectors inA
the understanding thar the-State:should. fundamentally. be
in charge of infrastructure'works leaving the rest to
the private sector.

The restruction of foreign debt to thus secure an ease
in the execution of infrastructure works.

The gradual elimination of subsidies, assuming that they
distract resources from activities where public money
would obtain a higher social profitability and that they
will thus alleviate public finances critical situation.
The reduction of state-owned enterprises' role and
concomitantly incentivation of the private sector.

The reduction of the imabalance in income distribution
by creating a massive employment program which later

became known as 'the million job program'.

While pretending to revert in part the legislation inherited

from the military government, the new government making use of



extraordinary faculties, implemented a sefies of concrete steps

to prepare the ground for subsequent reforms. These were announced
as: elimination.of an export tax on minerals, and of MINPECO as
monopolic marketing agent; prevalence of the CERTEX as incentive
for non traditional exports; reduction of tax rates and establish-
ment of a higher tax base; elimination of a tax which overrated
bank interests; transformation of a series of public enterprises
into private law regimes; maintenance of the wminidevaluation policy;
greater credit for the private sector and a review of the labor
legislation while at the same time pretending quarterly wages and

salaries adjustments effective in 1981.

Already when assuming office, Ulloa repeatedly mentioned that
difficulties inherited from the military government would not make
his road easy. He mentioned the existence of a price 'retention
policy' and that as a consequence of which, the price index »nly
rose by 19.9 per cent duriig the January-June 1980 period, and
likewise, Ulloa considered that these retention percentages had

been purposely adulterated,

The government's approach in the establishment of exchange
and interest rates was not very different in conception to what
the military government had done at the end of its administration,
specially with Silva and Moreyra. Its approach to the inflation
problem was a gradualistic one. In Ulloa's view, Peru could not be
compared with Chile or Argentina. In his view, too, the population
had to be persuaded that the entering government would take an
effective and gradual approach in its fight against inflation.
Such effort suld be complemented by imports which would reduce
domestic prices to a more competitive level and by a parallel loss

of international reserves. Part of the industrial sector showed



concern with Ullea's intentions which Qere similar to those
heralded in 1979 by Silva and Moreyra. Later experience would
show that perhaps the gradualist approach was never applied,

for Ulloa's office ended without any relief in inflation.

Though Ulloa's position on several issues of the economic
policy claimed for a 'belt tightening', he was a populist
and was in turn influenced by relatively more populist factions
of the party. Undoubtedly, clashes between that these factions
were to occur. Further on, Ulloa's 'non populist' policy clashed
with members of the governing party such as Alva, who had composed,
it was said, an econcmic team which pretended to be the alterna-
tive to what Ulloa's 'Team' was putting in executiocn. Ar openly
populist measure is to facilitate soft locans for housing construc-
tion, a program which already in the previous Belaunde gcvernment
had been the president's favorite. No doubt the austerity which
an inflation reduction program demanded did not show consistency
with a subsidies policy on credit--in this case--moreover, when
an increase of interests was being contemplated. Anyway, it was
thought that interest rates for certain loans on housing building
could be reduced to satis;fy Belaunde without having much money

available for such a purpose,

ULLOA BEFORE THE SENATE

In May 1981, in an exposition before the Senate, Ulloa again
emphasized the government's intentions, being at the same time
strongly critical of the military government 'insctead of trying
to be a supporter and promoter of the vigorous enterprising
sector, concentrated its efforts in restricting and displacing

private activity while, at the same time, neglecting its central



responsibility in social action maintaining a painful inheritance
in the state of health, the quality of education and the abandon-
ment of the provinces. On the industrial sector, Ulloa did not
hesitate to denounce the development strategy of the military
government which he considered, as a whole, negative for the
country as it had intended industrial growth divorced from the
rest of the conomy ard having as foundation not a healthy over-
all interaction with the other country's sectors, but exaggerated
protectionism and controllism which eventually suffocated the
traditional vigor and spirit of enterprise’'., Ulloa clearly
noticed the interrelation between agriculture and the industrial
sector. The position was that a balanced industrial developmexnt
was only possible with an expanding agriculture. He also denounced
the increasing dependence of the input industry on foreign
currency which was even more incentivated by both the fixed
exchange policy which in turn discouraged exports and the conse-

quential generation of dollars.

Actually, the customs policy did not differ much from that
of Silva. While Silva's had been based on the elimination of
bans on imports--in effect through almost all of the military
government, in order to obtain a higher fiscal income and thus
alleviate somewhat the inflationary problem through a 'burning
of reserves:-Ulloa stressed the efficiency which the reduction
of customs would generate. In other words, Silva had resorted
to custom's liberalization as an obligatory measure before the
givensituation (lack of State resources and the price problem),
while Ulloa resorted to customs' liberalizaticn to adequate
industry to new rules of the gane. Thus, Ulloa's
customs reform attempted to both further elimination of bans on
imports and free administrative restrictions on imports. Secondly,
it pretended to reduce the disparity among Custcms. The first
step was to reduce the maximum tariff to 60 per cent and then in

a second step, customs on inputs and capital goods so to increase



again effective protection on industry. This second step meant

a reduction in the State's fiscal income and was to differentiate
Ulloa's and Silva's policies. The measure of relatively reducing
customs on inputs and capital goods was altered when in March 1983,
the custems surcharge created in 1981 were modified to overcome

in part the gap in fiscal accounts, We will returnm to this point
further on. The government's intentions proved to be more
ambitiuos than what was effectively put in practice. Customs were
to be gradually reduced to arrive in 1984 to a 25 per cent level
from 32 per cent (1981's level). It was expected that in 1984
customs would strongly concentrate in the range of 20 -30 per
cent, Ulloa justified this customs program claiming that its
effects would be gradual and that industry will easily
accommodate itself to the new rules of the game for it is observed
that at that time (1981) the manufacturing sector was growing at
an annual rate of 6.3 per cent (data from the MITI, Ministry of

Industry, Tourism and Integration).

Concerning the CERTZX, Ulloa trusted in this system as a
measure to obtain higher amounts of foreign currency from exports,
although the system was modified in regards to what had been
applied under the military government. The intention was to apply
the CERTEX to those products which involved a greater transformation

process.

Again, in this message of May 1982, Ulloa emphasized the
negativeness of a subsidies policy which, he said, "benefited
more than 40 per cent of the population which did not need it anc
which additionally involved either the generation of inefficiencies
in the assignment of resources or a further weaknening of fiscal

accounts.



Concerning the traditionmal 'bottleneck' in Peruvian economy,
Ulloa considered that a parity exchange policy was necessary with
devaluations commesurate to internal and external inflation to
maintain, in this way, an adequate level of international reserves.
Capturing of external savings was also emphasized. Among Ulloa's
plans was a reduction of international reserves in the amount
of 370 million as an aid to the anti-inflationary eifort, 1In
practice, this reduction of reserves resulted much greater than
expected while reducing the devaluation rythm, which apparently
had been originated by authentically 'populist' pressure. In
face of attacks following the opening of economy to imports of
luxury products, Ulloa claimed that these represented no more
than 2 per cent of imports, but instead, meant the collection
of S/. 25,000,000 million soles in taxes. He was pleased with
the results which showed that while 1980's first quarter capital
goods monthly imports amounted to US$50,000,000 million dollars,
1981's comparative period montly imports amounted to US$120,00C,000
million dollars which Ulloa considered as "a sign of unequivocal
reactivation of confidence'". Meanwhile, a slower devaluation rythm
since May was justified as a monthly 2 to 3 per cent of reduction
of inflation was expected. Actually, 198l's inflation rate was
higher than 1980's, although it should be noted that his rate
was fundamentally a result of the 'disretention' decided in
January 1981 and which increased prices in that month by 11.7 per

cent.

In what concerns the monetary and credit program, an austers
expansion of liguidity promoting a maximum of credit for productive
activities was expected through incentives to financial savings via
actual rates and a cautious public sector's financing. At the

same time, a selected credit approach was maintained to support



promoting actions particularly in agriculture and small enter-
prises requirements. Assoclated to the monetary program and
finding, in passing, a justification for internal inflation

in imported inflation--as had been done by the military govern-
ment--Ulloa forecasted an inflation of 55 per cent for 1981,
which resulted as optimistic as assuming a 6 per cent DGP growth,
Optimism was not only a common feature of inflation and DGP
growth. It was also assumed that the interest rates policy

would increase credit through savings incentives. And precisely
because of an expected decrease of the inflation rate, interests

slightly decreased in April 1981.

SALARIES AND WAGES

A critical point was price raises and salary adjustments.
The government had appointed a very able man, Grados, in charge
of the Ministry of Labor. Ulloa intended to increase fuel
prices in 1981 to a level equivalent to one dollar per gallon
mitigating the effects of this measure in transportation with a
projected subsidy to public transport, However, this measure
was to be discarded by the strong opposition from transporters.
The fuel increases were justified as a form of reducing super-
flous consumption, of increasing fiscal income and of generating
necessary resourceés so that PETROPERU may continue its oil
exploration policy., The true reasons, however, lay in the
utilization of this price increase to cover the fiscal gap. This
explains the actuzl increase in fuel prices when prices fell in
the international warket in 1983. To mitigate the effects on
actual incomes, a concertation and dialogue approach with workers

was instituted in ar effort to create a distended atmosphere.



Thus, great hopes wer placed in the Tripartite Commission which
did not accomplish its objectives and which later became a

failure.

THE JANUARY 1981 'PACKAGES'

The price of January 1981 were virtually the last 'package',
a 'fashion' introduced by the military government., They were
called 'packages' because the adjustments were all made at one
time on a series of products. Afterwards, for political
convenience, price increases were gradual and separate for each
item. The January 198l increase mainly affected foodstufis. For
example, canned milk was increased by 67 per cent, sugar by 6 per
cent, products which included flour inputs by 55 per cent, rice
by 21 per cent and oil by 94 per cent, Gasolin¢ rose by 29 per
cent together with air passenger fares. Initlally, urban fares
were not increased as a subsidy--later forgotten--was to he imple-
mented. Besides these raises, also electricity and telephone
costs were increased. Salaries and wages also showed different-
jated increases depending on the unionized condition or not of
workers. Minimum saiaries rose to S/. 27,400 (US$79.00) per
month, an increase of 8 per cent. On the other hand, interest
rates on money savings rose from 30.5 per cent to 50.5 per cent.
It was subsequently reduced to 49.9 per cent and included advance
payment of interests as well as a 2 per cent commission which

carried the nominal effective rate to approximately 70 per cent.

January's package generated a nation-wide strike of protest
but with not very successful results. Typically, Grados, the

Labor Minister, claimed that only one third of the labor force
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had been absent from their jobs mainly due to a transportation
shortage. It is interesting to note that this was the first
time that the CGTP (Peruvian Werkers General Confederation,
Communist) and the CTP (Peruvian Workers Confederation, Aprista)

had jointly concerted a common strike.

INDUSTRY'S POSITION

Industry had an skeptic view of the economic policy which
Ulloa had outlined in Congress and in his public appearance.
Neither the customs cut offs nor the policy of increasing in credit
costs were welcomed. However, the Banco Central de Reserva
(Central Reserve Bank), was announcing a change of the credit
policy in 1981 emphasizing credit for the private sector, in
part, through a reduction of bank reserves, and pretending , at
the same time, a reduction of credit availability for the public
sector. It was expected that the increase of credit for economy's
private sector would in turn be generated by the greater savings
incentives, more so, when a reduction of inflation was being

announced.

THE "TRIPARTITE COMMISSION"

The governmenc's optimism was somewhat altered with the
pace of economv in 1981, but even early in 1981 it was implicitly
admitted that toc much had been expected witli respect to economy.
The "Tripartite Cormission' can be an indicator. Here, the
State, entrepreneurs and workere were to be represented to

basically agree on prices and salaries. The failure of such
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Commission which shculd have reached an agreement until
December 1982 at the most (it falled before) cau be ascribed
to the fact that neither the encrepreneurs of the trade unions
trusted whit was said in govermmental circles. The govern-
ment intended that salary raises be fixed by the .rupartite
Commission. And as a matter of fact, the govermnment had to
fix unilaterally, each time, the amount of the raises,
as for example, the raise at the end of June when salaries
were jncreased by 10 per cent. Alr:.’y in May, actual salaries
had dropped as the raises were not comparable to the 39.3 per
cent inflation of the first six months (implying an annual
inflation of 81.6 per cent). In Grado's view, unions had
maintained parity with inflation. However, this was no confort
for an individual earning a minimum salary of S/. 22,020 in
August 1980 and S/. 33,750 (US$78.00) a year after, that is
only 53 per cent more. Meanwhile an increasing critical approach
claimed that keeping salaries at such low level was feeding a
recession which in turn led to the deterioration of the income
distribution. ‘

The Tripartite Commission was initially designed early in
1981 with the purpose of establishing an agreement in regards to
"the union leaders who had been discharged during the military
regime. But, afterwards, it was resorted to for an anti-inflationary
agreement though a price and salary policy. However, these efferts
were useless. The parties would not accept the government's
proposals. Even changes in the proposals were a reflection of the
extreme optimism. So it is, that a proposal prepared in May 1981
had to be modified in a 'more realistic manner' ‘at the end of
June. This new proposal set new targets for the period July-
December 1981: a 21.5 per cent inflation, a 45 per cent increase

of fuel prices, a 14 p2r cent devaluation, a 23 per cent increase
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of salaries and wages, among others. Neither the entrepreneurs
or the workers were ready to accept these new targets. On the
other hand, the entrepreneurs were resentful of the customs and
credit policies. Concerning the customs policy, the discussions
between Roberto Abusada (at that time Vice-Minister of Trade
and architect of the customs reform) and the entrepreneurs had
been extremely cold. What made the entreprencurs suspicaciuos
was the unfulfillment of the fiscal targets. The workers on
their part objected the consumer's price index, In contrast

to & target of no wore than 2.2 per cent, a fiscal deficit

of 7.6 per cent, the highest since 1979, against the DGP, was

expected in mid 1981.

RESULTS DIFFERING FROM INTENTIONS

The constrast between the expected, the desired and what
actually occurred also began to worry the International Monetary
Fund, with whom the peruvian government had signed commitments
in no less than tnree opportunities in recent years. On August
1981, the FMI let Ulloa krow their concern for the failure to
control public finances, for an inadequate handling fo the ex-
change rate, for the loss of irternational reserves and for
the miscontrol of the inflationary process. In September, the
FMI sent a team down to Lima to review figures as Peru was
appiying for a new laon from the IMF. I[n the meantime, Ulloa
claimed that the inflation in 1982 would be reduced to 45 per
cent while announcing a soon recovery of economy. However, on
August 1981, Ulloa before Congress did not appear to remember
much of his starements of May. While Ulloa was again critical
of the economic gerformance of the military government, there

were new projections for the coming months. At the same time,



Ulloa tried to justify thc non achievement of targets and the
anncuncements of former months. The public sector's deficit
would be higher than forecasted relfecting bigger losses in
public enterprises. On the other hand, Ulloa said in August
1981, that the gpp will grow at 5.4 per cent annual rythm
(ultimately only 3.9 per cent). With fespect to inflation,
Ulloa claimed that although higher then initially forecasted,
a downturn was to occure in 1982, He likewise claimed that
the loss of reserves was a consequence of a pre-payment of
the foreign debt and a downfall in minerals and oil prices.
This drop in prices has represented a loss of 350 million dollars

in exports. While reviewing contingencies and while Ulloa searched

| 1

for some justification, 'new' lines of actions were announced to
reduce the fiscal deficit which in August 1981 had become a

major economic issue. These included: a periodic increase of
utilities' prices, the continued elimination of subsidies on

food and fuel, the implementation of a fiscal reform, a greater
control of expenditures, selective public personnel salaries

and wages raises, reduction of state personnel, credit prefer-
entially orieated to the private sector; permanence of the
custor: system, a realistic exchange rate, etc. Actually, Ulloa
was then telling no new story to the country as he had already
made reference to these measures in May 1981, President Belaunde's
position in his message to the country in July 1981 followed the
same trend. It is worth mentioning in passing, that Belaunde had
affirmed in the message that one of the accomplishments of the
administration had been the creation of 502,407 new jobs through

road and school building works, agrarian credits, hydroelectrical

projects, etc,
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Ulloa's report to Congress in August 1981 did tot appease
the uncertainty for the entrepreneurs. The reducticn of the
devaluation rythm had created the impression of a forthcoming
maxi-devaluation and the purchase of three million dollars by
Banco Popular early in August appeared as provisions taken in
the face of an impending strong devaluation and did not contribute
to forge an atmosphere of confidence. On the contrary, it
generated more anxiety considering that this is a state-owned
bank. As a consequence of this section the dollar's free
quotation went up ensuing in August an effectively accelerated

devaluation.

LABOR UNION CONFEDERATIONS DID NOT OFFER SUPPORT

In the labor front, in August 1981, the government
succeeded in preventing a new labor strike organized by the CGTP.
However, the country was not gree from labor conflicts as state
employed physicians, the Southern Peru Copper Corporation miners

and bank employees were scheduling strikes.

LEGISLATION 'PACKAGE'

Though in the economic field the govermment's predictions
and announcements were not complied, in the 'legal' field some
of the expected changes were taking place. On mid June, 110
legislative decrees were promulgated at the expiration term for
the extraordinary facultires aconceded by Congress in December
1980 to the Executive. The new constitutional government could
neither act or alter the country's course substantialy if steps

were not mken to variate the rules of the game. The legislation



package intended an alteration of rules governing a number

of sectors. However, the industrial sector was not directly
included, and only almost a year after was the Industries
General Law promulgated. The 110 legislative decrees altered
or annulled approximately 6,000 laws issued by the military

government in 12 years.

The major measures in the 'avalanche' of legislative
decrees included: fiscal reform, changes in the legal regime
of state-owned enterprises, restructuration of the Development
Financial Corporation - COFIDE, changes in the Mining Law and

Regulations for public institutions and state enterprises.

The fiscal reform basically concentrated in the replace-
ment of direct taxes by a tax on the added value (16 per cent
for most goods), in the restructuration of texes on personal
and corporation incomes or profits, in the reduction of export
taxes and in tax incentives on mining equipment purchases. The
new tax on the added value replaced a series of former indirect
taxes which were in no may uniform. Entrepreneurs, however,
were fearful that his tax on the added value.would be reflected
in higher prices. The government instead, claimed that the
tax would increase fiscal income while reducing the actual tax
burden since the new tax prevented a series of distorsions
effecting efficiency. Not:all the products were subject to the
16 per cent tax. Basic products (food and agricultural inputs)
were exempted, as too, agricultural machinery and printed matter).
On the other hand, rates were 116 per cent for cigarrettes, 50
per cent for gasoline, 43 per cent for diesel petroleum for use
in big mining, 40 per cent for large cab, etc.
In what concerns taxes of income and profits, new scales pretended

an incremer.t of the taxable base while at the same time adjusting



the scales to prevent on account of inflation, an increase of
the taxable burden. 1In the case of enterprises, these were
subject to a minimum 30 per cent tax up to a determined
level, a percentage which increased proportionately a maximum
to 55 per cent. Foreign enterprises were subject to a 30 per
cent tax on their foreign remittances. Taxes on imports were

reduced to rates adjusted tn the price of minerals.

Regarding the legislation for public enterprises basically
contained in the D.L. 216, organizational structures were
clearly established for state-owned enterprises while 27 of them
were converted to limited responsibility corporations. In
addition, CONADE (National Development Corporation) was created
with the purpose of formulating and coodinating policies for the
different state enterprises acting as a guiding and controlling
organism. CONADE was closely connected to COFIDE but did not
superseded it, as COFIDE will continue acting as the govern-
ment's financing corporation. On the other hand, the COFIDE
Investments Corporation was created to undertake the management
of COFIDE's participation in the different state and private
corporations., This separation of activities had prompted by a
recommendation of the World Bank, As as additional note, it
should be mentioned that the new structure established by
COFIDE, COFIDE Investments and CONADE dissolved INDUPERU (the

state's holding corporation for the industrial sector.

While the government changed the rules of the game in some
sectors and the economic problem appeared to ba more serious
than initially assumed, the private sector kept an skeptical
attitude towards the adopted measures. On the one nand, there

was concern on the measures adopted with references to the customs
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and credit policies. And on the other hand, there was concern
for the absence of an Industries Law that would establish the
operating rules for the sector. The entrepreneurs were against
the goverment's argument which claimed that they had accumulated
big profits during the military government taking advantage

of the extreme protectionism of a captive market. Futhermore,
the entrepreneurs claimed that private investiment was being

imparied by the non existance of an Industries Law,

THE TEXTILE SECTCR

One of the sectors which created more problems to the
government was the textiles sector. The sector intensified its
critical position in August and September 1981. They were

sunsequently also to demand cheap credits.

Textile producers were also concerned with the disacceler-
ation of devaluation considering that the exchange rate was ’
overvalued by 15 per cent. They in turn threatoned with the
laying off of a third of their labor force (40,000 workers).
The offical charge of conversations with the uvextile producers
was Roberto Abusada who argumented that the crisis situation
in the textile sector answered mainly to international factors,
such as the revaluation of the dollar against European currencies.
Abusada also claimed that the Peruvian textile enterprises werw
sufficiently modern to stand through the crisis discounting any
decision that would again increase custum duties. Additionaly,
there existed a problem of internal costs. For example, cotton
was sold by ENCI (Inputs Marketing National znterprise) at

prices which exceeded by 20 per cent world .arket prices.



- 17 -

The textile industry's behaviour was undoubtedly
concomitant to developments in the foreing market. Exports
particularly to the recessed European market, Peru's major
customer for the period January-June 198l were one half below
the comparable period in 1980. At the same time, as mentioned
before, the dollar had been revaluated against European currencies
while textiles were quoted in dollars. On the other hand, imports
for the period January-July 1982 exceeded by 26 per cent those
for the comparable period in 1980. Textile producers continuedly
argumented that the exporting countries were selling their
products in Peru at dumping prices. At the same time, it was
generally admitted that pervasive smuggling existed side by side

to legal imports.

The textile issue comprised at the same time other important
factors that should be taken in account. The government claimed
projected target was US$1.25 per gallon (84 octanes gasoline) for
June 1982. On the other hand, Ulloa.announced the sale of more
than 80 gtate-owned enterprises, although approximately 50 would
be still controlled by the govermment. With respect to custous,
increases were contemplated in corn, milk and oil taxes including
duties nearing zero. Abusada cpportunately pointed out that this
attitude did not contradict the customs policy established at the

outset of the government but it rather represented an homogenization
of duties. Public works, an extremely critical issue in the
administration of a 'constructing' govermment was being neglected.

Only in 1983 would some measures be taken in this direction.

RESULT5 AND ORIGINAL INTENTIONS

Here it is worth making a reflection before going any further.

Based on the preceeding discussion, the dissimilarities between
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government's intentions concerning fiscal deficit, inflation,
exchange policy, etc. and its actual performance should have

been noted. When the reduction of the inflation rate was

annouced, it stubbornly remained equal or took an upward trend.
When trying to reduce the fiscal gap this persisted or increased.
When trying to prevent the deterioration of foreign accounts,
minidevaluations were reduced. This shows how far were intentions
from facts. On the other hand, Ulloa was critized for not being
'sufficiently populist! and dailies openly discussed the "Alvist'
option for a solution of the economic problems. Later on these
open discrepancies between Ulloa and Alva were somewhat palliated
perhaps by an order of the party itself which would give at least
in appearance unitary and solidary image. On the other hand, in
1981 experience showed the exogenous pressures to which the economy
managing team was subject to. Even that year the government could
still 'blame' the military government and more likely in that sense
the economic management lost the opportunity of getting things
squared having at hand a good explanation. This explanation

(""the present situation is a consequence of the military heritage')

could no longer be used, for example, in 1983,

THE LABOR FIELD

Disatisfaction remained constant in September 198l. On mid
September Belaunde sento to Congress a law by which workers who
created disorder or altered the operation of essential public
services could be discharged. This law was received with
displeasure by the union member of the Tripartite. The CGTP
scheduled again a strike fcr the third week of September (that
which had been cancelled in August 1981) but did not have the

expec:ed success. Probably Belaunde had all this in mind when
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deciding to be more energetic towards the.unions. In August
1981 a physicians' strike had been staged while a strike of the
domestic water supply service had threaten Lima's water supply.
On the other hand, there were problems with the Metallurgical
Workers Federation, which had stopped the Southern Peru Copper
Corporation operations. The bank and physicians' strike had

been settled bv Grados.

THE FISCAL DEFICIT AGAIN

The problem of the fiscal deficit continued to be a basic
issue by the end of 1981. 1Its seriousness was highlighted by
the unexpected request of the government for a US$200 million
loan, which had a clearly evident fiscal objective. Intermational
banks were relictant to furnish the money but here again Ulloa's
good imege in international financing circles played its role.
Meanwhile, on Cctober 1981 the Central Reserve Bank was still
projecting a 5.4 per cent growth for 1981l. International reserves,
on the other nand, had fallen consistently from January to May
1981. A slight recovery was evidence in the périod from June to
August to then again take a downturn. On October 1981 reserves
were slightly below USS800 million, reflecting a loss USS700
millions since January 1981. Webb admitted the seriousness of
the situation, but he said there was no reason for panic. He
explained that the decrease of reserves was due to a reduction
of income from exports, higher interest payments and a decreased
attraction of capitals. Prepayments on the foreign debt had
effectively been made on April in the amount of US$377 millions,
but this could not be all the explanaticn. The slowdown of the
devaluation rvthm responding to political pressures was rather
the determinant factor. Webb announced a slight drop in reserves
for 1982 while ar the same time anticipating a greater currency

devaluation. On the other hand, the government declared it could




not say if a new loan would be requested from the IMF although
the possibility was always under consideration. Webb claimed
that relations with the IMF were friendly and the targets of

the liquidity expansion were in discussion with them, that is,
everything related with the monetary program for 1982, The
Central Reserve Bank's President claimed on the other hand that
the public and govermment sectors's deficit was not inflationary
as it had been financed by foreign loans and treasury bonds.
This did not seem to be the opinion of the IMF who considered

that monetary supply had been excessive.

While officially repeated that the government was trying
to reduce the fiscal deficit and impose austerity in expenditure
late in 1981 millionaire public works project wereaccorded to
private contractors. From September 1981, until the end of the
year, contracts were conceded at a rythm which doubled that of
the previous eight months., At the same time, new contracts were
anticipated for 1982. It should be remembered that in these
two years public investment reached all time historical levels
measured against the DGP, The assigned projects were giving
an impulse to economy as it had in the construction area, for
example. The construction sector had grown by 18 per cent in 1980
but had decreased by 1.9 per cent in 1981's first quarter. By mid
July the sector showed again an active upward trend (3 per cent
in the second quarter) and by the second semester
the sector was growing at a rate of 12 per cent. This had not
been planned. Actually, the public works program has been consider-
ably Jdelaved. It should have been started six months before,
early in 1981. The private sector had not given the necessary
impulse to the construction sector in what concerns private
housing and business centers' prjects. This could in turn have
given an impulse to the GDP since the construction sector represents
approximately 6 per cent of the same. Thus, assuming a 12 per cent

growth this represents an increase of .72 percentage points of
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the gpp. Private contractors themselves anticipated a construction
boom in the Belaunde administratinn. Constructing enterprises

such as Giulfo Constructores de Caminos S.A., Carlos Tizén S.A.,
COSAPI S.A., Grana y Montero S.A. had been making long before,
important machinery adquisitions. Carlos Tizdn, for example,

had cripled its machinery inventory in the 1980-1981 period. When
the public projects boom started a shortage of skilled labor

could be observed thus demanding the payment of premium: over
normal wages. A shortage of inputs was anticipated ana even

cement imports.

THE 1982 EXPECTATIONS

On December 1981 speculations on 19€7 was the main subject of
conversation. Ulloa had claimed in December 1981 that 1982 was
going to be a difficult year. International reserves were at
such a level that they could not be used as 'mattress' for 1982
as had accurred in 1981. At the same time, a new loan from the
IMF was needed. On the other hand, the intention of "adjusting
accounts" had not been very successful. For example, gasoline
prices had not been increased as anticipated neither had subsidies
been recduced as initially announced (the case of rice, for example).
- The private sector which had been so concerned all this time did
not cease to mention that the government had made promises without
wholly complying with them. This impression rose from the
government's strategy of promising aid but not actually giving
much. Meetings were held not only with entrepreneurs but also with
union leaders (the so called '"Paracas meeting" making reference

to Paracas where the meetings were held).



THE PRIVATE SECTOR'S DEMAND

Entrepreneurs demanded relief measures for the problems
facing their respective sectors. Miners asked for cheap
credit lines (as perhaps those enjoyed in the past). The
government had already reduced export taxes and had established
incentives to reinvestment as well as tax concessions. The
government's position was that the mining business was
instrinsically unstable, that bad years have to be jointly
viewed with good ones. Mining enterprises made a point of the
fact that in the good years there also was an export tax which
reduced their profitability. On the other hand the government

did not foresee bankruptcies in the mining sector.

Problems in the fisheries sector derived from the absence
of fish, the basic input. These enterprises were also
demanding soft credits. On the other hand, the goverment seemed
to overlook the fact that the fishmeal processing enterprises
were using human consumption fish as raw material. In the first

months of 1981 the fishing season had only lasted 46 days.

As previously explained, industry's main problem was centered
in the textile sector. The govermment was considering the
possibility of a package of measures to somewhat relieve the
situation of the sector. This would include: easing of financing
sources in the FENT (Non Traditional Exports Fund line),
installment payment of texes, easing of reguirements to obtain
the CERTEX, control of the entry of containers which, as of
textile producers, favored smuggling, subsidize ENCI for a
cotton price reduction, assistance in refinancing foreign debts

and the conversion of dollars to soles. The measure of reducing
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the price uf cotton was perhaps the more important one,
since one of the objections waved by the textile produczers
was the monopolic prices they were paying to ENCI and which
exceeded international prices. This has been explained
before. However, there was no agreements between the
government and the textile producers with regards to the
price of cotton. While the government claimed that now the
price was 20 per cent below the international price, the
textile producers claimed that the price still exceed the

international price,

THE 1982 FISCAL BUDGET

By the end of 1981 the country's 1982 budget was also
an important discussion subject. While some claimed it was
not balanced, others emphasized it was, however, the Constituticn
called for a balanced budget. Those who believed it was not
balanced were also critical of the assumptions used in its
elaboration: 6 per cent GDP growth, 550 soles average exchange
rate, 45 per cent of inflation. These assumptions for 1982
rather appeared as objectives to be reached at their best. It
should be menticned that the result was a 0.7 per cent GDP
growth, 73 per cent inflation and 748 soles average exchange
rate. To 'balance" the budget a series of fical measures were
prescribed such as the creation of a 15 per cent surcharge on
import duties, which was to be only 'temporal'. This tax,
as a matter of fact, was modified in 1933 to 10 per cent
applicable on the CIF value of the prod..t and not on

custom's duties and which actually implied an increase in customs.
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ULLOA'S NEW MESSAGE

Early in January 1982, Ulloa again gave a message to the
Nation. His message was widely awaited as he had not fulfilled
his promise of almost a year before, and these unfulfilled
promises or objectives had generated adverse expectations in
the different sectors. LUlloa jusctified the 1981 growth below
the expected A per cent as a shortcoming originated by the
"international situation. The agriculture sector had grown by
12.5 per cent due to the rainfall and greater financial and
technical support to farmers. Mining had a bad year because
of lower international prices while the construction sector had
grown by 7 per cent, falling short from the expected percentage
and reflecting the effect of interest rates. Concerning inflation,
Ulloa claimed that this was high due to the 'disretention” at the
beginning of !981 but presently inflation was at a 54 per cent rate
and will continue decreasing in 1982, Meanwhile, fiscal deficit
had been 8 per cent of the GDP but Ulloa was careful no to go

into such a troublesome subject.

ALLIES' CRITICISM

Accidn Popular had the PPC as its close collaborator. But
them by the end of 1981 the PPC had already been critical of the
government's policy results. The PPC critized the unfulfillment
of production and inflation targets and too the bidget's deficit.
They were critical of the new jobs baing created in association
to the government's investing and marketing activities and not
as a result of new enterprising units. Corcerning inflation,
the PPC claimed that due to the municipal elections at the end

of 1980, the government has postponed the "disretentirx’ until



1981. The PPC was also critical of the public enterprises
claiming that nothing had been done t> overcome defficiencies
and achieve acceptable levels of efficiency ;nd productivity.
The hypothetical sale of minor public enterprises was also
criticized as it would not represent a substantial effect in
fiscal results. The PPC also questioned the estimates under-
lying the 1982 budget. Many viewed this PPC critical position
as a form of clearing up responsibilities not committing

themselves any further unpromising economic results.

CHANGES IN INTEREST RATES

On mid January 1982 the goverrment altered interests minimum
rates payed by banks for savings and current account deposits.
A maximum rate of 55 per cent was established. Active interest
rates were not modifjed. Some sectors viewed this increment in
interest rates as a preview to the open operation of international
banks, when, moreover, the Senate was discussing a modified bank
legislation. It was thought in some circles that the international
banks would be able to start operations without the disadvantages
of the labor charges of some domestic banks and with an up dated
technology unavailable in the Peruvian system. Om the other
hand, the Central Bank was gradually reducing the bank deposits

requirements.

THE IMF AGAIN

In February a new IMF mission visited Lima to sign a three
year agreement in return for 900 million dollars. Ulloa declared
that no discrepancies existed with the IMF and that conversations
had been positive but that, nevertheless, a revision of fiscal

expenditures had been accorded. One of the IMF agreements was
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associated to the 1982 Monetary Program which, too, established
that reserves would not be lost. At the same time, this
indirectly established a limit of & per cent -of the GDP for the
fiscal deficit, restructing credit to the public sector to

'almost zero'., It too, limited foreign indebtness to 1,000 million
dollars. Besides, the Treasury Department would 'intercede'

before the IMF so that Peru may obtain a new loan even when the
situation at the time was similar in some aspects to the crisis

of 1978: deterioration of foreign accounts, high fiscal deficit,

low domestic growth.

The IMF agreement with IMF again conceded a respite to the
government furthermore, because it opened the doors to new loans
from private banks. Such loans could mentarily serve as an
exhaustion valve as had been the loss of reserves in 1981 or the

remnants of the price increases for raw materials in 1980.

INDUSTRIES LAW

On May 1982 the Industries Law as promulgated after being
delayed for some time because of the controversial different
proposals. The law eliminated the clasification of priorities
in industry which had been established during the military
regime. At the same time, it determined a change in the
industrial communities' regime, which had commonly been a source
cr constant concern to entrepreneurs since its ourtset. Instead
of priorities, the law established a number of taxation incentives
to increase reinvestment in existing plants and was aimed to
investment outside Lima. The taxation incentives were not perhaps

the desired by the PPC, for example, who demanded more incentives.
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Probably the factor which did not permit a softer approach in
taxaticn was the limits imposed by the income side on fiscal
accounts. In what concerns the industrial community, the law
left the workers the option of choosing to maintain the system
within each enterprise. This displeased entrepreneurs who ex-
pected that the law would eliminate the industrial communities.
A proposal disregarded at the last moment considered its

elimination,

In line with the new system, workers could choose receiving
10 per cent of gross profits before taxes in cash plus 13.5 per
cent in labor shares which represented 25 per cent of the total
cost of the enterprise's gross profits (if a 1.5 per cent was
added for administration expenditures of the community) or, in
turn, receiving 17 per cent of profits while the enterprise
may purchase back the shares. 1In addition, the enterprise had
to offer its workers a minimum 10 per cent of any new public
offer, though the latter was unimportant as in Peru public offers
of shares are very infrequent, perhaps, because of the cost
involved and the great centralization of power among Peruvian
enterprises. It was assumed that workers would accept the

immediate economic benefits of the new system.

ONCE MORI THE FISCAL DEFICIT

The fiscal deficit continued to be economy's critical issue,
on mid 1982 it was reaching levels that forecasted a 7 per cent
deficit respect to the GDP in 1982. 'This was indirectly against
with the Fund. The necessity of cut-offs for an approximate

600 million dollars became apparent in an effort to somewhat
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balance accounts., This was directly associated with constructing
enterprises and Belaunde's own public investment program. On
July 1982 Webb claimed that expenditure should be adjusted to the
country's production possibilities and that the country could not
live any longer as if it had not lost exports incomes. However,
the country was able to comply with IMF in regards to the inter-
national reserves target, while currency was expected to devaluate
at a 5 per cent to 6 per cent monthly rythm in the second half

of 1982, As of June the accumulated devaluation had been 33.3
per cent while inflation had been 29.9 per cent. There was a
clear effort to gain parity’ even when reserves had been lost in
1981 by the check on the devaluation policy of that year and by
the dollar revaluation in international exchange markets. 1In

the meantime, production was falling by approximately 1 per cent
in the second quarter as coupared to the first. Manufacture

as well as construction and mining reflected a reduction in
production while only fisheries and agricultural chowed improve-
ment in the second quarter. As to the mining sector, in July the
government declared state of "emergency" for the median and

small mining.

THE INDUSTRIAL SECTOR

The main enterprises of the industrial sector showed a
composite situation in mid 1982, Some enterprises has accounting
losses while others had profits. Automobile assemblers where
partly in a healthy economic situation ( Nissan Motor del Peru even
had two working shifts) while others where in difficulties be-

cause of free truck and bus imports. On the other hand, a
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moderate normalization of imported automobiles was taking place
while imported car sales were slow. The beverages sector showed
a healthy economic situation while in the textile sector the
enterprises using synthetic fibers showed profits, but not so
those using domestic inputs. The metal working sector was
confronting locsses and the entrepreneurs in this sector were
demanding a treatment similar to that given to the textile,
mining and fisheries sectors. In the public sector, ELECTROPERU,

CENTROMIN, MINEROPERU among cthers showed heavy losses.

Paradoxically there were enterprises in formation even in
sectors considered not profitable at the time as was the case
in the textile sector., In Trujillo, for example, Trutex (Textil

Trujillo S.A.) was starting activities.

DKASTIC MEASURES IN FISCAL EXPENDITURE

Already by mid 1982, the government had realized that with-
out changes in fiscal expenditure it would be impossible to comply
with the IMF's targets. Corrective measures were to be taken to
prevent an estimated 9.2 per cent deficit against theGDP. In
August 1982 the govermment decided cut-offs in investment projects
associated to the transportation and communication and electricity
sectors. A definite decision to raise gasoline prices and eliminate
the subsidy on wheat was taken. The effect was forseeable
recession. This decision was quite unexpected but 'logical' to
a certain extent: the simple fact was that there were no reserves
that could be used as a mattress, that there would be no strong
increases in export products' prices and that the non compliance

with the IMF would jeopardize the expected few future credits,
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On the other hand, none of the measures were directed towards
imports. Only in 1983 were measures taken to raise fiscal
revenues in approximately 120 million dollars by an indirect
increase in customs derived from changes in the tax base of the
customs overrate previously referred to. The government itself
did not accept as a valid judgement that liberalization of
imports had been 'untimely'. Furthermore, customs were,
conversely, considered as not being high in view of the ex-
change policy which in 1982 was trying to recover lost ground

in reasons of the slower devaluation rythm of 198l1. It was
mentioned that the government had only reduced the maximum
customs duty of 160 per cent advalorem existing in September 1980
to a maximum 60 per cent which affected 1,634 categories which
in turn conformed only a fifth of the total. Even more, it was
argumented on the government side that the effect of imported
products purchases arising from the previous prohibitory policy
was now over. Imports in the future will be nearer to normal.
As information it was repcrted that 30 per cent less ronsumer's
goods were being imported by mid 1982. In additien, the govern-
ment emphasized the positive effect on custom's rebates in
different sectors such as, for example, agriculture. March
1981, for example, duties had been reduced in 900 items related
to the agricultural sector. Abusada, the architect of the demo-
‘cratic government's customs reduction claimed that the average "
duty was 32 per cent which could be considered acceptable. 1In
fact, Abusada seemed to be right when he argued that among the
industry men themselves there was no concenssus as to if the
customs reduction was either 'good' or 'bad'. It was beneficial
to some and represented a cost to others which in turn reflected

controversial interests.
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The government's cut-offs in projects set off the expected
crisis among contractors. At the same time, banks became more
cautious in loans for the construction sector. The government
claimed that cut-offs were equivalent to 20 per cent of the
central governmeni's overal! investmenf. Contracteors did not
refrain their critical attitude for the government's 'unexpected
and abrupt’ preojects cut—-off particularly when considerable
capital had been invested in the adquisition of machinery and the
improvement of equipments and for which they had outstanding
debts. However, it may perhaps be correctly assumed that
several of the contractors foresaw beforehand the impending
situation more so when the IMF was exerting indirect pressure

to limit fiscal expenditure.

THE ILIOUIDITY SENSATION

Attending to commitments with the IMF, the Centra’ Reserve
had been in 1982 applying its monetary program desifuaed in '
1982'2 first quarter. By the end of 1982 there was a clear
sensation of the market's lack of liquidity. This was particular-
ly serious for many enterprises in Peru customarily operated
with cheap bank credit rather than recurring to the public offer
of shares, bonds issues or other financing alternatives which
were more expensive or iavolved a certain loss of control. The
mining, textile and fisheries sectors had already been granted
concessions with subsidized credit lines. On the other hand,
restrictions in the availability of credit for cthe public sector
were provoking in turn problems on reason of what was being
giver. to the private sector as public enterprises (as well as
the private) were delaying their payments, thus "scooping"

resources from the private sector. Webb defended the idea that
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selective credit was necessary and should be offered to the
productive sectors. What had happened at the end of 1982
had still become moreserious in 1983 when it was clear that
the possibility of the country's easy indebtness had come to
an end, haviang this been the solution resorted to in former
years in concomitance with a reduction of reserves (as in
1981).

ULLOA'S RESIGNATION

By the end of 1982, Ulloa unexpectedly decided to resign.
Even if , Ulloa had previously announced that his participation
in the government was coming to an end, public opinion considered
that he would only retire in July 1983, His decision brought
about an evident vacuum reflected in the delay in announcing
the name of a substitute. This substitute had to be endowed
with international banker qualities since Peru's bottleneck were
its foreign accounts. It is not surprising, therefore, that
Rodriguez Pastor was chosen as Ulloa's successor. Rodriguez
Pastor was a senior official of the Wells Fargo Bank and kuew
all the 'ins and outs' of the trade. However, despite his
reputation as banker, Peru was not able to obtain all the
desired credits. During the first quarter of 1983, efforts
were being made to obtain sufficient foreign credits to avoid
still more drastic measures in meeting the objectives of the
IMF agreement. Inflation was a secondary issue and Rodriguez
ex .ressly pointed that his main task was to correct foreign
unbalances. The government, which in 1980 had emphasized inflation
as the main issue, had to reschedule priorities. From 1983 on,

inflation was 'officially' put aside and efforts were to concentrate
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in the balance of payments to eschew an important deficit im the
current accounts balance. Even the initial government's
'philosophy' in economic matters was laid aside. For example,

in March 1983, imports customs rates were increased to obtain

an additional 120 million dollar revenue. This increase was
associated to the change in surcharges from 15 per cent on customs
to 20 per cent of the CIF value which represented a relatively
lower increase.for high-tariff products and a relatively high
increase for iow-tariff products, such as industrial inputs

and capital goods. The plan to continue reducing customs, as

had been the initial purpose,was practically forgotten. The
government, in this sense, was showing a series of inconsistencies
with its original intentions in 1980. Futhermore, in 1983 it

was clearly that more accelerated steps were being taken to
'stabilize' economy in difficult political times (municipal
elections are scheduled for November 1983). The government could
no longer efficiently use the argument that a 'belt tightening’

in 1983 responded to what the military government had left behind.
In the public's mind too much time had passed without

any sign of results consistent to what had been annournced. On

the other hand, arguments claimed that the adjustment should

have been done before, for example, in 1981, to opportunely
justify the adjustment with the military govarnment's performance.
Perhaps the government only had a short term view at the outset
and had to satisfv the requests and claims arising from various
interests among thém , those of the members of the governing
party, who had not received attention during the previous 12

vears.

A GENERAL VIEW

From a simplictic bit roughly a correct point of view, it can
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be said that 1980 was the year when the country lived somewhat

on the remnants of the boom in the prices of the minerals of

1979 while at the same time inflation was ''repressed'. During
1981 the country lived on loans while at the same time losing
international reserves, and in 1982, the country lived on loans.
In 1983, the government has no longer any option; there are no
sufficient international reserves, there are no adequate loans
forthcoming, and there is no hope of a notorious improvement

in export prices, Being this the case, the adjustment of accounts
1s not an option, but rather a necessity which would be met
without acy freedom of action The price, if this limitation is
not accepted, is perhaps the crackening of the country's institutioms.
Ironically, the govermnment which had seemed to be voluntarily
choosing the road of accounts adjustment had at the end to adhere

without opticn to scme of them. The initial momentum was lost. .



II. INDUSTRIAL SECTOR
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INDUSTRY AND 'PRIVATE SECTOR' CONCEPTS

The term 'Peruvian industry' is ambiguous, and any analysis
of the 'industrial sector' or 'manufacturing sector’' has to start
with a warning on the existing terminological confusion. The
ambiguity on what is and what is not 'industry' is primarily
associated to the condition of firms formally registered in the
Industry, Tourism end Integration Ministry (MITI). For example,
9,631 industrial enterprises have been registered in 1979, each
having 5 or more workers. Nevertheless, many of the registered
enterprises do not exist formally through having been registered.
Secondly, the ambiguity of 'industry' occurs because the MITI's
scope does not include, for example, 'industry' in the fisheries
sector. Thus 'manufacturing sector' simply, is distinct from the
'MITI manufacturing sector', The latter falls within the scope
of the MITI, Both 'private sector' and 'industry' are terms
which in turn are ambiguous when they do not include formal un-
registered enterprises, but also because of the magnitude of the
'informal' sector in the Peruvian dimension. The 'informal'’
industry is clandestine with reference to registration but its
production may be classified as industrial goods. For example,
there are many informal enterprises which rebuild used oil filters
or which produce shoes at a small scale. These enterpriszs are
not comprised in the official statistics although they are industries
and belong to the 'private sector'. This has come to be a serious
problem. Howver, the following analysis will mainly refer to the
formal sector and the enterprises included in the industrial register

and in the corresponding MITI seasonable surveys.
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GENERALITIES

Roughly, Peruvian industry employs 13 per cent of the
economically active population and generates 25 per cent of
the DGP. This proportion has been practically constant since
1965. It is from the 60's that industrial participation in
the DGP starts to grow. In this sense, Peru had a belatedly
industrialization start off. Industry's protection in the
70's was much greater than in the 60's through restriction on
imports and credit policies. 1In the 70's the imports substitutes
process was oriented to the domestic market and only late in
the decade were restrictions due to a shortage cof foreign
currency which made it necessary to reorientate production to

foreign markets.,

INDUSTRIAL CONCENTRATION

There is a markedly industrial concentration. In 1973, from
4,500 industrial registered enterprises, only four accounted for
13 per cent of the gross value of production while nearly 20
enterprises accounted for 30 per cent of the production, Concen-
tration by indusirial sectors in 1975 (only year with available

data) is shown .n Chart No. 1.

Concentration indexes indicate the effects when domestic
markets close to foreign competition. This context must be kekt

in mind if 'suppert for the private sector' is desired.

Several explanations can be put forward for the high concen-

tration indexes. On the one hand, Peru's banking system is
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traditionally linked to mining, industfial, real estate and

insurance interests.
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CHART N° i

_CONCENTRATION DY TINDIISTRIAL SiCTORS. 1975

ngz:ins Ma;p Concerns
Number Number % of Total % of GVP
Foodstuff 1,861 16 7.7 g1.4
Textiles 1,782 163 9.1 5.7
Wood 787 6} 7.8 47 .6
Paper 501 57 1.3 76.9
Chemicals 705 180 25.5 g0.5
Non metallic Minerals 43] K 7.9 682
Basic Metallic 7 & £.E £Z.3
Machinery and Equipment 345 161 i2,0 67.°
| 279 35 12.5 59.9

Others e

TOTAL 7,782 843 ' 1.8 73.3
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Banks serve as a direct link between enterprises and the source

of resources., Even state banks which have been zhown an increasing
importance since the 70's are not free from the rressure of the main
groups of power. For a better understanding, Chart No. 2 shows the
main family groups which intervene in enterprises registerad in

Lima's Stock Exchange.

Among commercial banks, the Romero group, is distinct from the
others. This group manages the Banco de Cr&dito in which the
Verme, Brescia, Bentin and Nicolini families have also participation.
It is worth mentioning that Banco de Crédito is a major bank which
generates profits as high as the six banks in which the state has
participation (Continental, Popular, Internacional, Peruano de los
Constructores, Nor-Peru and Los Anges). Banco de Cfedito controls
the Financiera de Crédito. On the other hand, the Wiese group
ccatrols the bank of the same name and also participates in the
Banco Regional del Norte, Banco Regional del Sur, Banco Amazdnico
and some insurance companies. The Bertello group controlled until
recently (April 1982) the Banco Comercial, Compafiia de Seguros
Italo Peruana, Financiera Comercial del Peru. Until 1981, the
Rupp group controlled the Banco de la Industria y Construccidn, Fi-
nancierz Andina, Compania se Seguros La Universal and had aiso
important interests in the hotel business, commercial aviation and
a series of other enterprises grouped in the then called ''Vulcano
Group". The Brescia group had participation in the Banco de Crédito
and controlled in turn the Banco de Lima. Woll controls the Banco
Regional Sur Medio y Callao and the Banco de Desarrollo de la

Construccidn.

The industrial concentration is in turn reflected in the Stock

Exchange where control is concentrated in a few hands. Public value
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offers are infrequent because other sources of resources have been
traditionally cheaper (by the control exerted by the banks) and
because control of the enterprises is no endangered. Chart No. 3
has been obtained taking a representative sample of enterprises
registered in the Stock Exchange and analyzing the control exerted

by the 10 major shareholcers.

When analyzing the 'private sector', industrial concentration
must be taken in account. 'Support for the private sector’ cannot
be proposed without having in mind who compromises the great enter-
prise and how important it is in an overall view. Chart No. 4

supplies an example of the diversification of one of the major groups.

GEOGRAPHICAL DISTRIBUTION

Not only propoerty is heavily concentrated in industry. So 1is
the geographical distribution. In 1975 Lima concentrated 70 per
cent of the product's gross value, 70 per cent of the added value
and 74 per cent of industrial employment. Arranged by products,

production is roughly distributed as follows:
Lima and Callzo: Food, manufactures, shoes, printed matter, iol
refining, electric appliances, metallic tools

and equipment and the automotive industry.

Arequipa: Non lasting comsumer's good similar to those

in Lima and Callao.

Chimbote: Steel treatment (SIDERPERU) and fisheries,



CHART N° 2

SECTORS Baning Financing Insurance Industrial Mining TCTAL
NO of NO of N° of NO of Neof ENTERPRISES
enterprises enterprises enterprises enterprises enterprises
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CHART N° 3

SAMPLE OF ENTERPRISES REGISTERED IN THE STNCK EXCHANGE AS OF DECEMBER- 31, 1981

P S A

SECTIORS
ENTERPRISES CAPITAL STOCK STOCK % HELD BY THE 10 “fAJOR
(Thous. soles) SHAREHOLDERS
BANKS
- Banco Comercial 5,000:000 6§8.3
- Banco Crédito 12,1001 416 3.8
- Banco Wiese 3,8001000 69.7
Average 0.1
FINANCE COMPANTIES
¥. Comercial 8301 548 4.3
F. Crédito 1,900t 600 38.4
v, de Lima 7001 0C0 10C.02
v, del Sur 4001000 Hi.4
». Nacicnal 7001 00C go.C
F. Sudamericana 1, 5401000 €1.8
Fromotora Peranz 3301000 Li.4

ré”
ol

Average

INDUSTRIAL FIRMS

\

- Cervecerfa Backus ¥y

Johnston 14,178+339 37.1
- Cerveceria del Norte 6,8261170 69.7
- Cervecerfz San Juan 6,8611444 67.3
- Cfa. Marwf. de Vidrio 1,6651007 , 92.9
- C{a. Nac. ce Cerveza 17,850456 71.0
- Del Mar S. 2. 1,670v977 £3.4
- Pnvasadorz Se Conscr-

vas 2,2001000 77.8
- Fab. de Teardes la

Unién $,400:013 5.0
- iiles Cedena Llave 1071219 G353
- Textsi Piulrh ¢,0361 582 A45.0
- Iaresa 3,307 441 QL
- Plastiny Paruana §39: ¢79 ' GiLa
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CONNECTION BETWEEN THE BRESCIA GROUP ENTERPRISES

GRIIPO
BRESCTA

|

SEGUROS TNVERSTONES URBAN1ZACTON INVERSTONES i “MANSUR
RIMAC BRECA STA. MARINA SAN  DORJA \ I
| CIA . MTNERA CIA. INTERNAC. BANCQ FINANGIIRA| | MINERA | [ IvTERMAC.| | TEJIDOG | | TEIFDOS
il ATACOCHA DE SFGUROS DE  CREDITO CREDITO ALIANZA SEGUROS | [ LA UNION | | i UNTON
1 | i
| CIA. MINERA INTHRSA A HITOS CA
. HUARON L | DENA LLAV

=
=

\
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Piura: Textiles.
Trujillo: Paper and sugar refinerieg :.gro-industrial
compunds)

The preceding distribution should not be surprising, as Lima
is not only the most populated city of the country, but, however,
concentrates the biggest number of consumers. Thus Lima produces

the relatively greatest part of consumer's goods.

Geographical concentration is also valid for overall assets,
employment, total incomes, consumption of inputs--whether domestic
or foreign--and electricity cecnsumption, The relevant data is
shown in the Appendix (Charts Al-A6) for 1979 (last year for which

information is available),

ADDED VALUE

The subsectors which in a higher degree nontribute to the added
value are: Food (31) with 257 (always for 1979), chémicals (35)
with 20%, textiles (32) with 15%, metal working (38) with 15% and
the basic metallic industries (37) with 13%, Chart No. 6 shows

the corresponding information,

The proportion of remunerations/personal expenditure in the
overall added value in relatively higher in wood (33) with 41%,
paper (34) with 37%, sundry industries (39) with 35%, non-metallic
minerals (36) with 32% and metal workings (38) with 31%. The ratio
for specific taxes and goods and services taxes to the ac .2d value
is relatively higher in chemicals (35) with 36%, foed (31) with
28%, sundry (39) with 18%, non metallic minerals (36) with 18% and

textiles (32) with 18% too.
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CHARACTERISTICS OF THE INDUSTRIAL SECTOR AND ITS EVOLUTION
THROUGH TIME: PRODUCTION

A record breaking industrial produrfion performance is
observable in 1970 through 1576 followed by a strong recession
in the sector in 1977 through 1978. Then a noticeable recovery
can be seen in 1979 and 1980. 1In 1981 growth was exiguous and
negative in 1982. The sector's growth for the period 1980-1982,
may be negatively compared with the 5% growth for the previous
decade. The manufacturing production's volume index has shown
from 1970 to 1976 a yearly growing trend of 9.4X. Actually all
subsectors followr . the same trend save the basic metals division
(CIIU 37). The indicated industrial sector's growth for the
period was basically due to a fixed rate of exchange, constant
and relatively low interest rates and the population's increased
purchasing power as the country was living 'beyond its possibilities'.
On the other hand, major factors were alsc the restrictions on
final products imports and a customs policy which not omnly
banned in many cases imports of certain produ:zts, but at the
same time, fixed relatively low duties for irputs and capital
goods in consonance with the conventional imports substitutes model.
As a consequence, there was a strong effective protection for
consumer s goods production industries (which produced 52% of the
overall added value against an approximately 31%Z for intermediate
goods and 177 for capital goods at 1979 year's end). On the other
hand, Chart No. 7 gives data on the growth of the different
groupings in the 1976/70, 1978/7G and 1980/78 periods. Charts
No. 8 and 9 give more disaggregated information on industrial
growth for 1981/198Q and 1980/79. Charts No. 10 and 1l show the

evolution of production by major groupings.



CHART

ik 5

' i ! P LI, : !
No. of Percent~ Horkers : Paid : g:;:; 1n , Conauned__D_E_a_a_angt’f;' 1 . Electric , Imported
[INDUSTRIAL DIVISION fimrs age o R Remuner.. iProduct ion If InputsX . Domestic | Foreign i gg:::‘m . Inpzuts z
i Origin Origio. - pt.

2! Food Industries,

beverages and tabacco 2141 22.2 51,056 19.4 18.9 23.52 22.5 75 25 15.0 28.8

]

3! Textiles, manufactures

and Leather industries! 2,050 21.3 58,737 22,1 19.0 13.6 12.4 92 8 16.0 4.9
3} Wood and furniture

industries 10.3 15,385 5.8 3.4 1.7 1.6 95 S 1.1 0.4
-- Paper, printing and .

publishing industries 622 6.5 17,554 6.6 7.8 4.5 4.3 87 13 10.9 3.0
35 Chemical substances

and petroleum derivates

rubber, erc. 951 9.9 39,680 14.9 18.8 27.4 31.4 80 20 26.1 32.1
3 Non metallic mineral

products 567 5.9 16,856 6.3 5.8 3.7 3.4 88 12 9.6 2.2
3" Basic metailic

industries 114 1.2 11,972 4.5 6.4 11.2 10.5 93 7 12.7 3.9
¥ Merallic products,

machinery and equip. 1,849 19.2 50, 794 19.1 18.6 13.6 13.1 65 35 8.0 23.5
™ Sundry manufacturing

industries 34} 3.5 4,248 1.6 1.3 0.8 0.8 69 31 0.6 Li.2

TOTAL 9,63} 100.02 266,882 100.02 100.0x 100.0 100.0 80 20 100.0 100.0




CHART _N° &
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MANUFACTURING ADDED VALUE PARTICIPATION

. YEARS
10 Industrial Divisiong1971 | 1975 | 1976 | 197/ | 1978 1979
) % % % % % %
2. Food industries,
beverages and tobac.|23.3 | 27.9 26.0 | 26.4 | 2347 25.3
7?7 Textiles, manufact.
: and leather ind, 16.7 | 14.7 1&.1 ] 13.7 | 13.2 15.5
3552 VYood and furnitufe , '
Industries 2.6 2.5 2. 2.2 1.4 2.0
4 Ppaper, printing and ' - s
publishing ind. 5.3 5.5 4,9 1 4,9 4.2 3.9
35 Chemical substances
and petrol., deriv,
rubber, etc. 20,7} 18,0 20.8 1 1.4 | 28.6 20.1
:3. Non metallic miperal
products 5.1 4.2 (.31 4.4 4.4 4,3
37 BRasic metallic
industries 4.5 5.1 491 68| 7.4 12.5
23  Metallic products, :
. machinery and equip. 14.7 | 18.} 9.5 | 19.1 |15.5 i4.6
39 Sundry manufact.
industries 1.4 1.3 b.d P 0.3 0.8
INDUSTRIAL SECTOR 100.0 1100.0 | 100.0 1100,0 }100.0 | 100.0
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decade, 76X of the private investment was channeled to these four
sectors. The most important factor in investment has been the

"{nvestment by reinvestment'. Charts 15 and 16 supply relevant

data.



CHART N° 7

PRODUCTION'S PHYSICAL VO'LUME JINLEX GROWTH RATES BY MAIN GPOUPINGS

GROUPINGS 1976/1970 | 1978/197% . 1980/1978
A11-312  Food 5.1 2.2 :3.2
313 ' Beverages 13.0 -9.7 10.0
321 Textiles 3.7 ~1.8 0.7
j5] Industrial Chedistry { 17.y 8.2 5.0
352 Sundry Chemistry 15.4 ~4.0 3.0
67 Non Metallic HMinerals VL6 -5.7 6.4:
371 Iron and Steel 25.2 2.1 ?.0
302 Non Electric Machinery " 1.5 ~10.2 15.5
193 Eleckric Machinery 17.0 -7.1 . _ 3.0
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' CRAPT n° 8

. Annual
, Index .
- -  Manufacturing - N Variation %
(Industrial Groupings) (January-—ll)ecember) -
1972 |assc I 1eso o
Total Manufacturing Sector 118.2 125,72 5.9
MITI Manufact. Sector i/ 106.5 15,7 A
Fishmeal Industry - 161.6 1c8.2 -3, 9 -
Food, Beverages and Tobacco Ind. 1133 122.9 8.5
ni-n2 Food Industries 1035 10’11 53
a3 Beverage ‘Industries 1315 1.2, 0.5
314 Tobacco 136.7 128.4 16,0
Textiles, Manufacturing and Leather Ind. 102,2° 1005 - 1.7
.m . 'T.extile Industries. S 112.4. 10876 Z .4-.:
2 Wearing Apparel 65.2 72:2 5
a0 Leather and.Furs T ?5.1 1022 20,3
" 3:: - Leather Footwear Industries .3 52,8 ;5.
W0OD AND FURNITURE. INDUSTRIES ‘ 97.4 3.2 - i.r
. — - -
B . Lumber, Wood, Cork except: Furnit, 133.2 122.1 =33 — A
332 “~ - Wooden Furmiture 5§1.7.. 65.2 13,z -
PAPER, PRINTING AND PUBLISHING INDST. -2-':; .3 20.7
3a Paper and Pag.er PrQﬁMcts Ind... . 99 6 121.2 23T
“HET- Pnnunp Publlshmg and the lﬁtke sz 'T . T637S, 1.7
gL : w
PETROLEUM DERIVATIVES AND OTHER IND. _ "1..9., 33.9:" 10.6
—3s51 . Industrial Chemlcal Substances -175.,.':__‘ 164.9 5.3_
352 Sundry Chemical Products 1138.§ 134, 13,12
353 Petroleum Refineries ,. 132.2 136.1 -3,0
355 Rubber Products .. 1095 132,87 2.3
356 Sundry Plastic Products 114.2 124.9 0.4
NON METALLIC MINERAL INDUSTRIES - 115,07 124.6 ) ‘_l_'3_
61 ' Earthnwaré Products 11,9 1.9 - G_.:S
262 Glass and Glass Products 114.0 117.6- e
39 Non Merallic Mineral 114.2 128,7 1.8
BASIC METALLIC INDUSTRIES 19204 T 189 A
am Basic Iron and Steel Products 135.9 186.0 12,2
am Basic Non Ferrous Metal 12,3 206. ¢ - 3R

.\

_Industries




Index ;
Annual :
Manufacturing . s i
(Industrial Groupings) (January Decembér) Variation J
1979 { 1980 .| 1980/79 |
: I : - ]
38 METALLIC AND MACHINERY IND. 2.4 114,5° 23.9
331 Metallic Products, except Mach. 92.9 110§ 20.4
382 Construction Machinery, exc.Elec. 134.6 13,1 2z
383 Electrical Mach. and Equipment ;15;3 135.4 17.6
32s Transport Construc. Material a2 57,1 5+.8
335 Meter and Conmtrol Equip, Manufac. o : 110,35 1.
<39 SUNDRY MANUFACTURING IND. 9.3 89.4 10.¢
230 Other Manufac. Industries 51,3 g0 .} 1a.0

o e —— ——

Fisheries Industries, Petroleum and Derivatives and
Metal Refinery are excluded from the 'Manufacturing

Sector’
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CHART N°

9

MANUFACTURING PRODUCTION'S VOLUME INDEX BY INDUSTRIAL GROUPINGS |

(Base: Year 1973 + 100.0)

112 Basic Non Ferrous Metal Ind.

) - Index . " Annual
‘Manufacturing (Industrial Groupings] ©* *Variation ¥
(Industrial Groupings) . 4
: 1980 21881 ¥ T {0 - 1981/ 80 _
TOTAL. MANUEACTURING SECTOR 124 2 -0 2"
MITI MANUFC SECTORr/ 116 3 05
nx Flshmeal Industry 113 7 J B
a Food ‘Be“v‘érag'es and Tébacco Ind. 120 4 o8
B N P L ..'-
311-312 Food Industries 102 6 10
a3 - Beverage Industries - s 135 -1 %
04’ ‘Tobacco . ms 11
2 TEXTILE MANUFACTURING AND LEATHER IND. ibo’s 98 2 =4 3F
31 Textile Industries 108 0 107 9 -04L
322 Wearing Apparel 72 518 -28 3
323 Leather and Furs 102 3 96 7 «55
32 Leather Footwear Industries 30 3 135 -85
21 WOOD AND FURNITURE INDUSTRIES 95.2 4% 3 -7 0
ax. Lumber, Wood, Cork, except Furn.122 1 122 8 060
332. Wooden Fumt. and Acces, : " 65 3 5 5 -22 17
.. PAPER PRINTING AND PUBLISHING IND. ) 87 3, 9% 6 3-8
341 . Paper and Paper Products Ind 171 2 112 4 -72
342 Printing, Publ., and the like 655 76 6 16 9
qs" PETROLEUM DERIVATIVES AND OTHER IND.- 143 9 147 1 22
451 * Industrial Chemical Substances 18 9 184 5 -0 2
as2 Sundry Chemical Products 134 4 138 1 32
282 Petroleum Refineries - 136 1 138 8 20
353 Rubber Products 132 8 129 8 =23
356 Sundry Plastic Products 124 9 136 S .9 3
16 NON METALLIC M.INERAL INDUSTRIES )24 B i 9 2 5
351. Earthnware Products 114 0 137 4 20 :
362 - Glass and Glass Products . 176 17 8 0
269 Non metallic Mineral Utensils 12B.7 129 1 08
37 BASIC METALLIC INDUSTRIES 15 1 a7 2 =s3
71 - Basic Iron and Steel Products 156 0 141 0 =38
%00 9 190 1) -5 4




=35 -

bt one - - =

Index”

Annual

: Industrial G i ~ Variati
Manufacturing ( .s rial, fo?plng) ariation X
(Industrial Groupings) e L ’ * .
, R ¢ 1980 198, * 1901 / 80 N
e METTALIC AND MACHINERY IND. 114.5 118.4 3.4
381 Metallic Products, excep. Mach. 10,3 . 100.5 -9.3
.382 Constructinn Machinery e;cc. Elec.183.1 1’f$.-1 7.7
- . B Y AT ~ . . c _:;'.- ;' : : )
393 Elec. Mach. and Equipmeht™ | | 1384 . 158.1 331
384 Tra.nsport: Construc. Mat., 6-7—.1 - 63,4 -5.5
335 Meter and Control Equip. Man,  T0.5 L 138.8 25.6
3 SUNDRY MANUFACTURING INDUSTRIES =~ 49,4’ 8.5 5
390 Other Manufactu}ing Iﬁdustriés 89.4 33.§ -6.6
Pre).minary kesures ., |
Does not include: Navy's Iads$ziial Service (SIMA)

Fisheries iIndustries, Petroleum‘
Refinery are excluded from the

and Services and Metal
Manufacturing Sector'.



FRODUCTION'S PHYSICAL VOLUME BY MAIN GROUPINGé

CUARY

10

(Base: Year 1973 + 100,0)
GROUPINGS 1975 1?71- 1972 1973 1274 1975 1975 1977 1970. 1975 1980
411-312  Food 76,3 8E.§  §5.4  100.0 108.4 107.5 105.8 ° 105.5 101.2 151.3  107.7
TR Beverages 7019  02.¢% 88,7 100.9 121.3 132.6 147.3 134.9 120.1 131.3 145.2
121 Textiles 86.7 101,5 98.5  100.0 101.4 102.5 110.3  97.0  106.4 113.%  100.0
- Industrial Chemistry  57-3 62,0 866 100.0 115.8 130.5 143.2 156.0° 167.0 175.5 104.9
392 . Sundry Chemistry 50.2 © 70.5 86,48 100.0 107.0 126.1 137,46 123.1 126.7 113.6 134 .4
309, Non Metallic Minerals  73.5 O0%.5 92,7  100.0 123.8 129.0 127.9 117,4 113.7 114.3  128.7
57t& Iron and Steel .27 jf.q 73.2 100,09 122.4 124.7 104.4 123.3  131.2 120.9  156.0
283 Nom Electrical Mach. 54.9 651 92,4 100.0 118.9 150.6 1517 142.1 122.3 -134.6 163.1
363 Electrical Mach. 56,7 62.7 £0.8  100.0 123.9 1497 145,7 140.S 125.7 15,1

135.4

.95



PRODUCTION'S PHYSICAL VOLUME INDEX ANNUAL VARTATION

CHART

11

BY MAIN GROUPINGS

GROUPINGS 1971 1672 1973 1974 1975 1976 1977 1978 1979 1900
1311-312 Food 13,5 7.3 iR 5.4 14 =18 =0.3 -4 0.1 4.3
s Beverag;g 7.9 s 12,7 21.3 937 11 -84 =110 7.3 108
}?ggl Textiles 14,4  =3,0 1.5 1.4 1,1 7.6 -1.3 0.0 6.6 -i.8
’%35] Industrial Chemistry 6.3  37.6 15,5 15.0 13.0 9.4 c.y 7.6 4.9 5.4
~§352 Sundry Chemistry 21,1 23,1 15.2 7.0 17,9 9.1 =105 2.9 -19.2.- 10,1

1369 Non Metallic Minerals 21.6 3.6 7.7 3.0 4.2 =0.9 =-0.2 -3.2 0.5 12.%
,};37, Iron and Streel 43.2 00.7 6.6  22.4 1.9 -16.3  10.1 b4 59 12.3
‘202 Non Electrical Machinery 10:0 41§ 6.2 109 266 07 -6.3 <139 0.1 21.2
;é383 Electrical Machinery 9.6 20,9  23.¢ 2.9 20.0 2.7 -3.3 -10.8 -8.4 V7.6
Zf‘ -

_Lg—



INDUSTRIAL SECTOR'S BALANCE OF PAYMENTS
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CHART N° 12 °

{(millions of Dollars)

EXPORTS

YEARS IMPORTS BALANCES
1970 26.4 420.7 - 394.3
197 1 23.1 550.2 - 527.1
197:2 41.5 564.5 - 522.9
1973 87.8 887 .6 -57%.2
197 4 105.0 1350.7 ~1245.7
1975 80.3 - 1548.4 -1468. 1
1376 123.2 1218.6 -1095.4
1977 193.2 1085.4 - 897.2
1578 276.5 1018.8 - 742.3
1970 56%.0 1268.8 - &55.5
1980 527 .8 1497.2 -1042..
- INDUSTRIAL SECTOR'S TRADE BALANCE
(Percentage Variation)

FEARS EXPORTS IMPORTS BALANCES
1971 ~12.5 20.8 33.7
1972 ' 79.7 2.5 - 0.3
1973 11.6 16.3 10.8
1974 19.6 102.3 114.8
1975 -23.5 16.6 17.5
1976 53.4 -21.3 - 25.4
1977 58.8 -10.9 - 18.6
1778 £3.1 - 6.1 - 16.6
1577 105.8 24.5 - 5.0
1780 19.3 26.7 49,1
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CHART N°® 13

EHPLOYMENT STRUCTURE IN THE INDUSTRIAL SECTOR BY TYPE

OF GOODS (%)
TOTAL " CONSUMER'S INTERMEDIATE CAPITAL
YEAR SECTOR GOODS GOODS GOODS
1971 100.0 57.4 25.5 17.1
1972 100.0 '56.9 6.0 17.1
1973 100.0 55.4 26.3 18.3
1974 100.0 53.5 26.9. 19.6
§%75 100.0 527 27.0 20.3
1976 100.0 52.8 25.4 20:8
1977 100.0 53. 26.4 20.0-
1978 100.9 53.4 25.8 198

1979 100.0 53.1 . 27.9 19.0:




_CHART N° 14

PRODUCTION AND EMPLOYMENT IN THE INDUSTRTIAL SECTOR

GROWTH_RATES (%)

PERIOD 1920/1971 1076/ 197 197871974 1978,/1976
Production 4.0 8.3 4.9 ~6.9
3.4 5.3 4.9 0.0

Employment

1980, 1570

————— —--‘—-v—'_

4.6

-09—



CHART 15

AUTHORIZED PRIVATE INVESTMENT TN THE INDUSTRIAL SECTOR

(Thousands of Soles of 1973x)

VALUES ANNUAL VARIATION ¥
YEAR ‘_keinvestm;;E Congtitution ;;;:; ————— o Reinvestment Constituticn Totol
1571 50196 4561.3 1072
1077 RGN 1580.0 5T, 16.4 ~55.2 =103
1572 1150 '2735.5 11155.5 22,3 72.5 1.7
1574 ~75.0 4212.1 123975 1.6 53,0 1.3
1575 19204, 3 2407.3 13331, 5 S 34,7 -42.0 4.2
1974 0548.0 14091 2570 -21.6 ~41 .-, -25.2
1077 122291 4251.1 14400, 1 19,7 201.5 45.4
1970 0857.4 2644.7 1797%. 1 -15.3 -37.7 247
1279 92,1 1397.7 19259, 9.7 -47.2, -4
1289 11360.7 1139.7 12530, 25.7 ~10.5 12,4

Values Deflated with the Total Capital Gross Conformation Price Index,



CHART 16

——

AUTHORIZED PRIVATE INVESTMENT IN THE INDUSTRIAL SECTOR

(thousands of Soles of 1973x)

- 7Q =

JEAR —VAITUES X ...:.--. . . ANNUAL Y—ﬁRIATION z.
o Reinvestment Congtitution ' Total Reinvestment Constitution Total
% ©7 5711.7 4483.4 101951 A
| 1972 8095,2 1860 .2 9764 .4 41.7 -58.3 - 2.3
1973 8415.0 2739.5 11155.5 4.0 46,6 12.0
1974 8095.8 4212,) 12307 .0 - 3.8 53.8 10.3
1975 11078.2 2445,7 13523.9 36.0. -41.9 9.9
1976 "8410.1 1387.1 9797.2 -24,1 -43,3 -27.6
1977 10266.7 i266.7 14533.4 22,1 2076 48.3
1978 828+ .8 2655.4 10942.2 -19.3 -37.8 -24.7
1979 9065 . 1398.2 10463,2 9.4 -47.3 - 4.4
| 1980 11395.5 1140.2 12535.7 25.7 -18.5 19.8

x Values Deflated with the Fixed Capital Gross Conformation

Price Index,
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FINANCING

Credit availability for the private sector has been subject
to changes with times. During the first half of the 1970 decade,
private sector credit expahded swiftly and interest rates were
subsidized. 1In the second half of the 1970 decade a series of
difficulties were encountered and a series of stabilization
programs were applied. For example, with the purpose of financing
the public sector, credit for the private sector contracted bet-
ween 1977 and 1979. Fiom 1980 on the tendency has been to supply
credit fundamentally to the private sector as recovery was based
in this sector. However, by mid 1982 a strong shortage of
liquidity was being felt as a consequetce of the country's IMF
through its monetary program. Credit assignments among the
different sectors do not show, however, substantial changes from
1980 though 1982 as can be seen in Chart No. 7. The decreasing
tendency in national currency, foreign currency credits as well
as in credit prices for the private sector are shown in Charts
No. 18, 19 and 20.

It should be made clear that Promotion Banking credit has
been relatively oriented to the financing of exports through
a series of lines, the most popular is FENT (Non Traditional
Exports Fund). The Promotion Banking handles in turn credit
lines for the small erterprise but apparently in an insufficient
amount, moreover, the case is that small enferprises and the
informal sector itself are reluctant to accept the necessary

bureaucratic procedures involved in a credit application.
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CHART N° -7

COMMERCIAL AND SAVINGS BANKING - ALLOCATIONS BY ECONOMIC SECTORS

et + v

BENEFITED

_.l 1

1380 4984 i 1382 !

- December December || November |

BENEFITED SECTOPS e - L |

. [ olo I o/o i- ] T olo !
— ——— ———— - - ——— — , ' ——

'AGRICULTURE 3813 08 | 12w ’_-5_...;| 9209 L1
Nomestic Consump 2338 0.5 6,350 o 11,008 03
Others 1491 0.3 £.561 e L an 0.8
CATTLE RAISING 3436 08 | _ 1575 08 | 4'_ 13,508 038
Domestic Consumpj 3.089 ~ 0.8 §.704 o8 T 12,280 0.8
Others ey 0.1 LI 01 1,246 0.1
FISHERIES 2,331 0.7 pas 11 4l e 11
Domestic Consump 1842 0.4 . 870 Lo T T s 0.8
Others 1,083 0.3 240 0.3 4,045 0.3
INDUSTRY 170,812 425 327,553__ 373 _I 5‘7“75 174
Exports 22,814 5.7 4,627 5.0 "QijEE 5§
ImPortS Subst' 98,547 2‘.5 ‘275;73”? ) 3;.3 323_857 22.1
Others As451 123 4 SR LIRCEAL 9.7
MINING 13,893 15 |- 3478 3 1 a2 3.2
Small o 03 L Y R Y N

Medium and Big 12,822 12 | 30338 13 li 35,092 24 —]

TRADE 6000 214 | D25 28 | Gags1 2BY Lo e
C/V Merchandise | 7s238 185 | 216343 250 | "3 os™ 268 T

C/V Securities 5,323 13 "885 1.3 2 15,038 1
C/V Real Estate 1523 0.6 4534 05 s 0.8

CONSTRUCTION 22,329 56 | 63449 B0l eas4s a4 ]
Popular Housing 7,455 18 16,558 13 21518 1.5
Others 14,874 17 52250 51l 90 29

1
PUBLIC SECTOR 1,582 04 M O 388 0
Central Govern. 3 0.0 5 an 3151 03
Other Inst.(l) 1,576 0.4 40 o nsa 1.5
SUNDRY (2) §7.001 .| ISAATY 128 b 304657 208
—

I0TAL: 01390 1000 | WETA 1008 im0 1000

v——— v’ ——— L ———— e+ —

(1) Includes Municipalities, Welfare Institu:.ons, Corporations, Social
Security, etc.

(2) 1Includes credits granted to professional annuitants and non
specified concepts.
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PRIVATE SECTOR'S ACTUAL CREDIT EVOLUTION

yo (V3

Actual Credit in M/N Actual Credit inM/E )/ Actual Credit Total to
{s/.M.4. of 1979) (S/. H.H. of 1979) the Private Sector .

) . ) (S/. H.H. of 1979

1981 . 1982 5\ 82/81 1981 1962 Ay 82,81 1981 1982 AN 982~

January - 257 359 39.7 no 104 16.8 316 464 345
February 261 350 4.1 91 112 23.1 352 462 31,2
March 271 360 32.8 1) 111 23.3 361 471 30.%
April 288 369 , 28,1 93 113 21.5 3gl 482 26.5
May 289 isl 31.8 95 125 31.6 384 S06 31.9
June 295 380 28.8 100 125 25.0 396 506 27.58
July 300 357 22.3 101 138 36.6 400 505 26,2
Avgust 307 363 10,2 100 142 42.0 407 505 24 .1

’ 311 361 16.1 99 145 46,

September 6.5 410 506' 23.4
Qctober 319 355 11.5 99 166 67.7 419 522 24.3
November 332 357 7.5 1032 142 39.2 435 499 14.9
December 153 353° 1.4 106 155 43.5 462 513 1.0
Average 290.6 363.3 21.7 97.2 121.5 35.3 396.1 494.8 24,9

L4 Valued at the daily average purchase-sale rate of exchange of the quarter ending on the month indicated,
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CREDIT, INFLATION AND DEVALUATION EFFECTIVE COS'TS
(Annual Rates)

\ 90 days note 120 davs pate Overdraft 1/ Inflation Devaluation e
Nominal Real Nominal Real Nominal %/ Real Quarcers Four Months

January 69.6 7.6 71.8 7.6 69.G -0.3 61.5 56.6 §5.9
February 69.6 7.3 71.0 9.1 69.0 8.1 60.2 59.6 59.1
March 69.6 -4.7 71.8 1.0 69.0 -19.7 60.2 63.4 61.5
April 69.6 -4.1 71.0 -1.9 69.0 2.0 60.9 73.8 71.3
May - 69.6 -1.5 71.8 24 29.0 17.2 58.9 83.8 77.5%
June 69.6 5.9. 71.8 0.1 69.0 -0.3 61.0 89.4 81.3
July 69.6 5.9 71.8 6.3 69.0 1.2 61.8 86.7 89.3
August 69.6 1.1 71.0 6.2 69.0 0.8 63.1 87.6 88.0
September 69.6 0.3 71.% 1.4 69.0 3.4 65.7 90.6 88.4
October 69.6 -9.0 71.0 -5.2 69.0 -24.1 69.86 98.6 . 96.2
November 69.6 -9.: 71.8 -5.7 £9.0 -0.3 71.1 ios.s 105.0
December 69.6 -8.% 71.8 -6.0 69.0 -0.3 72.9 124.3 115.4
Average 89.6 -0.8 1.8 1,25 69.0 -0.9  64.5 85.5 82.6

1/ Daily capitalization.

2/ Monthly.

3/ Annualized percentage variation of the monthly purchase - sale average rates.-of exchange.
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LIQUIDITY EVOLUTIQN: 1982

Liquidity M/H  -M4- Inflation same Liquidity in N/C  -p4-
(S/.M.M4.) o month previous (S/.M.M, 1979)
1981 1982 =t 02/81 year 1981 1987 av 82/8.
January 032 1,492 79.3 61.5 379 421 1)
February 063 1,534 1.0 60.2 376 417 11
March 942 1,603 10,0 60.2 385 409 6
April 957 1,615 68 .0 60.9 377 195 5
May 1,015 1,662 03.7 $8.9 382 394 i
June 1,106 1,803 63.0 61.0 404 4 ' -
July 1,192 1,935 62.3 61.0 420 4:? l F Sisx
August 1,217 1,915 57.4 63.1 : 413 399 —_— l \
September 1,244 1,962 57.7 65.7 410 391 - 5
October 1,275 2,018 56.3 69.0 403 376 - 7
November 1,332 2,031 £2.5 71.1 106 362 -1
December 1,530 2,323 1.8 72.9 451 396 - 12
1,125 1,624 62,1 64.5 _401 _399 - 0.3




CONCLUSTORS

From the preceding analysis the following basic conclusions

may be inferred:

1.

The government's economic policy starting July 1960 does not

‘follow a consistent model, it rather has adhered to an erratic

approach due to a number of factors among which outstanding are:
the availability of foreign credit, the agreement with the
International Monetary Fund; export products prices and the
political 'necesgsity' to 'show action'. The original intentions
have not been fulfilled. While a reduction of inflation was
announced, it actually increased; while austerity in public
expenditure was announced, the public sector's def:icit as
compared to the GDP was no reduced to manageable levels, while

a consistent devaluation was announced, minidevaluations were

stipped at a certain time of the period, etc.

The ‘private ﬁector’ should not be understood in the traditional
terms. Actually, the key private sector is composed by small
enterprises and by the informal sector, the latter being of
major importance in countries like Peru where state regulations
have createc this 'exhaustion valve'. No future development
strategies gan be designed without considering this sector.

Nevertheless, this work only analyzes the private formal sector

with a predominance of the industrial sector.

Peruvian industry is heavily concentrated and lirked to banking,
real estate, insurance, mining interests, etc. This fact also
correlates the financing procedures followed by the entérprises

which have received cheap loans without making use of Stock
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Exchange public offers. Financing in banking concession
terms has led to a strong dependence on banks and the

exclusion of 'unrelated enterprises'.

The development strategy for the 80's should give utmost
importance to exports of manufactured products considering
that the domestic market's magnitude cannot warrant opport-—.
unities for highly successful accomplishments. This involves
a 'realistic' exchange rate, the channeling of investment
funds to exports credits, the establishment of govermmental
institutions (or reinforéemen; of the existing) to promote
exports and the opening of new markets with incentives to
exports. .Bingncing should alsc be available to small
exporters and small enterpriées. In this respect, no
development strategy can disregard the interdependence of

industry, agriculture and the other sectors.

'New éntrepreneurs' should receive encouragement, particular-
ly those who start a solid support and who have a more
'scientific’ kﬁowledge on the way to do business. These

will acquire greatey importance even though building an
anterprise in the future will involve greater challenges than
in thz past when there was a captive market, looser crddit

with implicit subsidies, etc.
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Departments

Geographical
Distribution

Percentage Participation

1.

of the Total Machinery and{ Other Fixed
Assets - . Equipmeyt Assets
Lima Maetropolitana .42 5i% 46%
Colloo 12.54 59% 43%
Lo Libertad 10.45 4% 46%
‘Ahcosh 8.5 66% 34%
Pluro 5.67 58% A%
Arequisa 5.37 T 83%
Lima Provinciom 3.16 70% 30%
Loreto 2.3 55% AS%
Lembayeque 213 A% 40%
Junin 1.73 7% %
Cuzeo 1.27. 39% 5%
e 0.95 58% 42%
Son Maortin 0.25 37% 13%
Puno 0.24 45% 55%
Tocna 0.3 54% 46%
Hudnuco 4.2 53% 475%
Cojomorco 3.13 &3% 36%
Ayocucho 0.06 57% 43%
Poeco .08 67% 33%,
Amazonas 0.05 35% 65%
Modre e Yio 7.5 70 30%
Tumbes .15 59% 41%
Anurimas 2.0 59% 4:%
Huancava' ica ). 6% 40%
Ao quegus 1.0 51% A9%
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. Personnel's Geographical Percentage
Distribution Participation
Departments -
Total Number of Employees  Workers
Workersl T Y4 Z_A_

Lima Metropolitana 166,979 &2.70 32 68
Colleo 25,607 °.59 36 &4
Lo Liberod 12,424 5.65 30 70
Arequipa 11,545 $.32 30. 70
Loreto 7,952 2.97 24 76
*Joain 6,808 2.55 24 “78
Ancash 6,349 2.37 44 x5
Lanbayeay 6,300 2,.% M 66
Limo Prov:ncias 5,228 1,95 38 62
Pira 5,051 2 45 58
lco 3,580 .34 K} 69
<uzco 3, 007 .02 32 63
udnuco 1,727 V.63 28 72
Tocno 864 0.32 37 63
Puno 704 n.25 37 463
Cajamorca 637 0.25 33 67
Posco 521 10,19 26 74
500 Martin 144 0.16_ 30 70
rAodre de 'lios 275 2.10 33 &7
Ay ocucho 205 0.07 14 66
Tumbes 205 0.07 Fa's 71
A mazonos 124 9.04 24 76
»Aoquaguo T 0.4 32 48
~uoncovelico )03 2.8 32 68
3 purimac 30 0.2 24 4o
Industrial Sector's 344 382 1), 00 33 67

Total
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e I e
Departments of Total Production Income Inco;e g::s?-cea:d-
Incomes % Taxes
L ima Matropolitanc 44.78 % 80.0% 2.0% 7.0% 11.0%
Colloo 17.7: 34.4 0.7 3.7 11.2
Junin 3.23 92.6 0.3 2.3 4.7
Piura 7.29 73.0 0.6 16.8 95
Lo Libarked 4.66 &2.0 3.0 8.0 7.0
Arequipa 4.29 87.0 2.0 4.0 7.0
Lomboyeque 2.61 85.4 0.7 B.7 5.0
Ancoh 2.60 91.0 1.3 2.0 5.7
Lima Provincios 2.26 37.0 1.0 7.0 5.0
Lomto 1.30 82.0 3.0 3.0 7.0
lea 0.96 77.0 3.3 7.9 11.3
Cuzco 0.70 75.5 0.5 5.6 18.4
Toena 0.28 74.0 9.0 7.0 10.0
Hudnuco 0.22 82.5 0.1 6.2 1.2
Puno 0.21 80.0 4.0 2.0  14.0
Colomorea 0 20 83.0 1.0 11.0 5.0
San Mortin 0.08 88.0 0.0 6.9 5.0
T umrbes 0.07 §9.0 2.0 7.0 2.0
Pasco 0.05 B7.5  0.02 8.5 4.0
A moz0n0s 0.05 85.0 2.0 11.0 2.0
Modre de Dios 0.04 30.9 1.0 13.0 6.0
Ay ocucho 0.04 78.0 0.05 10.0 12.0
Huoncovalico 0.0 85.2 0.5 5.5 8.8
A purimoc 0.00 £5.0 0.05 3.0 12.0
:Aoqueguo 0.0 34,4 0.0 5.8 9.6

National Sector 1£0.00% 32,4 1.3 b4 973
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A - 4
‘Geographical Percentage Disaggregaégon
Departments Distribution Domestic Foreign
of Inputs Cowsump. Inputs . Inputs
Limo Metropolitana 49.23% 76% 24%
Cénoo 22.6) 3 19
Junin 7.799 99 3
Piura 7.42 ?2 8
- Araquipo 4.1 73 27
Lo Libarted. 4.19 73 27
Lamboyeque 2.15 92 8
Anch 2,15 74 26
Limag Provincios 2.9 35 15
. oreto 113 85 14
lca 0.8 33 17
- USCO 0.58 ?0 10
Cojomoren, 0.24 94 é
Toeno 0.2 83 12
Pumo ‘ 0.2 Q7 3
Huonuco 0.20 92 8
Tumbas 0.10 &7 3
Son Mortin 0.10 98 2
A mazoncs 0.07 56 4
P;nco 0.0 ?1 ?
Ay exucho 0.0 ¥ !
tAodre 4a Dios 2.05 84 16
rtuoncovelica 0.2 49 31
" Apuriroc 3‘.02 94 .6
ACUegUo 0.0 34 16

National Industrial Sector)png o 30" 20
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Departments Proportion of- J..ndustnal electric
power consumption (Z) S

Lima Matrepolitano 43.32
Colloo 14.5]
Ancosh ‘ 11.60
Lima Provincios 11.57
Lo Liberkd 5.10
Avequipo -3.18
Phao 3.16
Cunco 2.00
leo 1,19
Junia 1.08
Lambayoque ;.00
Lorsto 9.57
Tooa 0.1}
- Hudnvco 0.10
Puno 0.10
Cajomorca 0.08
«Tumbes 0.06
Poseo 0.05
Son Mortin 0.05
Ayocucho 0.03
WW 0.3
Modre de Dios 0.3
Amozons 0.3
Houancovelico 0.02
Apurimoc 0.02

National Industrial Sector 100.00%
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A - b
Percentage of Percentage Disaggregation
foreign inputs
Departments in domestic  Raw Anciliary Parts and

industries Materials Materials Accesories
Limo Metropo!ttano 5.92% 90% 6% 4%
Zlloo .25 94 3 1
Arequipo 6.0 93 1 1
Lo Liberted 5.86 94 3 3
Plurg 3.12 93 1 1
Ancosh 2.87 99 0.5 0.5
Limo Provinciom 1.56 A 5 14
Lombayeque 0.91 97 2 1
Lometo 0.84 9; 2 4
lco 9.72 92 5 3
2 aaco 0.30 29 ! -
—usco 0.29 96 3 )
Junin 0.27 &6 17 17
Tumbes 0.1% 99.4 0.2 0.4
Amazoncs 0.15 98 - 2
Toene 0.14 97 3 -
Cafomorca 0.03 94 A 2
Hudnueo 0.08 38 10 2
Puno 0.04 84 10 6
Modre de Dios 0.03 9 |
Hyoncavelico 0.@ 95 4 1
*Acguegua 0.01 9! 3 !
San Maortin 0.008 95 ) ?
Nowimoc 0.00% 95 5 -

iy mewcho n.72 79 15 15
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FINANCTIAL SYSTEM'S NATIONAL CUPRENCY LTIQUIDITY

(thousands of millions soles)

HOMINAL R E AL ( Base = Dic.1980)
Money Quasimoney Total Morniey Quasimoney TOTAL
Bank Non Bank  Total Bank _Non Bank _ Toisl _ .
]}?Z—? 119 66 LG 106 225 554 307 186 Ly P base
é%z—? 171 83 L9 132 3ol 458 222 132 Isn LY I
‘l)—?z—? 305 163 80 24) 548 491 261 129 192 (1. 3]
!!5%5—(.2 519 3os L4 L4 9 968 519 305 164 4Ly Yok
llj%tci% 759 695 275 9170 1,729 L3139 403 159 5(;? 1,001
%'gg_?' 142 735 313 1,047, 1,790 396 392 167 559 ‘lvf-';
Mar, 152 803 328 1,131 1,883 77 403 154 S67? QTS
Jun 830 965 383 1,348 2,178 370 431 171 602 9
Sct 878 1,013 412 1,425 2,303 My a9 161 558 02
Dic.3l 1,033 1,229 462 1,691 2,72‘2; .8 412 154 566 914
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BANKING SYSTEM'S TOTAL CREDIT

Nominal . #O1 A L (Base o Life. 1980) .
Public Sectortfec ) 1/ __Zl::uza.fﬁ Sectn __. Puhli tofhet )1/ i c
L HTE —apr 7 S— ubeSegher i o TR YesReT
Total : Tot sl
. S/. {mtll.U55) S/. {mi11.USS) o i
105 2 ( 6729) 187 161 w « 171 489 82 571 750 L7 ]
174 117 ( 596) 296 208 31 154 239 480 Il 794 558 83 vl
17¢ 50 ( 200) 120 302 90 ( 360) 192 280 80 360 486 145 'Sy
20 Juh ¢ 421) 386 544 205 ( 600) 169 242 144 186 564 205 11,9
585 187 ( 369) 712 1,196 390 ( 769) 1,586 339 108 Ll 692 226 918
595 196 ( 35%) 791 1,397 425 ( 272) 1,822 317 105 421 5 227 972
622 219 { 485) 901 - 1,408 465 ( 808) 1,873 312 140 452 706 233 939
532 234 { 346) 766 1,676 597 ( 883) 2,713 237 104 Ml 18 266 1,014
611 218 ( ~74) 829 1,814 785 ( 988) 2,599 240 Bb 326 713 309 1,022
m 232 { 234) 943 2,101 9%  (1,004) 3,095 238 78 316 104 1,037

333

—LL-
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n-°2 'MAIN CURRENCIES'! RATE OF EXCHANGE

(soles per monetary unit)

TRY ™ LIS A YEH 77 F¥27 3
s
1) A 89, 37 79.36 0.4 TI 9N !?SE! —
1% 21 130,38 6i.94 0.5 21.1 199
HUN Y 196,18 107,372 1.01 L6, 4973 318
A
T 211,35 113,37 1. W9, 1y 338
215,18 12L.8¢4 1,04 52,.5°¢ 3160
et 238.09 136.64 1,07 4,0 385
S, 250.12 Lhk &5 1,04 h2.14% L03
LLun
L D 266,30 137. % J.01 Y9, Ly LG
e 28L.97 162.08 1,31 2.1 ubte
309.0) 170.60 .66 73,50 50}
... 173 174,64 l.60 76,43 5L 6
Ll
Fov? 312,50 174.92 1,78 6, L) 537
e . 397.6G 189.1) }.u8 19.13 617
HET R 418,92 175.28 1.85 73,54 60
FMet. 440,06 180,13 1,92 15,317 665 '
sSet. 653,96 196.29 1.97 H1.94 674
Nov . 4872.35 221.17 2.28 B7.71 139 >
Dlc. 506.97 . 225,07 2,31 88,75 10}
1072 1
- 528,02 228,10 2.3 89.25 184
Feb, 550.57 .232.12 1.46 91.20 80%
Mar. 75,23 -~ 239.99 2.39 97,11 833
. 609,17 262.56 2.82 1¢0.30 894
Moy, 642,84 275.52 2.76 105.13 340
Jun, 675,98 273.42 - 2.87 97.79 961
Jul. 715.7% 292,14 .86 104,67 1023
Age. 785.10 302,02 2.97 108.01 1072
Set. 796,75 316.02 311 111,37 1119
oct. 851.85 335.09 3.1% 117.93 1189
Nov. 909.0) 366,07 3.70 129.11 1293
Gic. 989,67 418.1Y 4,32 1£7,15 1435

1 Average purchase-sale price in goles at period's end, excepting the Yen which, starting 1982 refers to the
sellin rice, . . . .
2 From %936 to 1981: =cross-reference estimates on quotations againat the US dollar, 1982: leed‘Exch?nge Market
3. Soles pondered devaluation index against the currencies' basket of the seven countries trading most with Peru.
Base 1976-100, ’
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DEVALUATION AND INFLATION: X VARIATIONS !

Realized Devaluation Inflation __Relatjve Inflation
Official Domestic u.s Foreign Bilatersal fultilate
. yg 3,;, ra l.].,_‘}la ral i
—— . ‘\‘ ]
Dic.?5/Nic.76 52.17 44,8 4.7 6.5 }?.2 239 . 3
Dic.76/Dtc,17 81.2 32.4 6.8 12.6 2.0 o '
Dic.77/Dtc.18 55.5 3.1 9.1 13.8 59.1 2.7
Dic.78/Dic.?9 28.1 19.6 66.7 13.3 10.8 L1, s0.%
Dic.79/Dic.80 5.8 35.6 60.8 12.4 11.0 h3.1 b ¢
Dic .80/Dic.81 47.7 47.9 72.7 8.9 2.2 B?'3 7?.‘,
Dic.81/Dic.b2 90.7 90.1 72.9 5.0 0.8 .. .
5 z 58. L
306.8 309.7 376.7 18.5 4,0 302.1 158.
JUI'g%:::'g% 126.2 126.2 111.0 4.0 0.5 102.9 109.¢
Dic.82/Mar.83 23.6 2.7 27.5 0.4 0.4 1.0 7.1
1 Percentage variations obtained when comparing variables average valueg in the reference months.
2 Includes the inflation of the 7 main trading Peru's partners, as well as their currency variation against the dollar
3 Differential between domestic and US inflation,
4

. Differential between domestic and foreign inflation.


http:iul.80/Har.83
http:Dic.80/DIC.81
http:Dc.79IDLC.80
http:DLc.771Dic.78
http:01c.76/D1c.77
http:Dic.75/Dtc.76
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DOMESTIC GROSS ERODUCT ‘BY PRODUCTION 'SECTORS

..................................................................

(*) BCR Estimates, subject to modifications.

1-9 81 X Var. 1 98 2 ZVar“
1 11 IT1 Y last 12 1 11 I11 V-7 last 12 |
Quart, Quart,” Quart. Quart, months Quart. Ouart, Quart. Quart, months. @
GDP__ 104.3 106, 1064 107.6 3.2 109.5 107.1 107.2 104 o '
agriculture 101.3  109.2 113.8 102.7 12.8  112.2 1146 109.2 106.0 5.
Fisheries 79.7  92.7 74.4 -85.8 -12.3 - 90.7  92.8 2.9  09.C -
Mining 9.2 95.0 84.1 96.5 -4.4  98.9  95.0 19l.6, UK. ,
Manufacturing 104.7 105.4 104.5 107.0 0.1  106.7 101.8 103.8 YA
Construction 121.7  128.0 138.9 139.2 11.0 1393 132.8 1335 1342
Government 103.0  103.6 104.2 104.8 2.3 1053 1057 106.3 106K
Ochers 106.2 108.9 108.7 110.1 3.8  111.2 108.9 1089 1006 :
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METROPOLTTAN LIMA CCNSUMER'S PRICE INDEX

1979 = 100)
General % Variation Accumulates % Variation
Index Monthly Rate %Z Variation same month
previous year

Average 100.0 4.4
pecember 122.1 2.0 66.7 66.71
Average 159.2 4.0
Decembgr 196.3 2.8 6G.8 60.8
Average 279.2 4.6
December 339.0 3.3 7z.17 12.1
Average 459.2 4,2 '
January: ’ 354.3 4.5 4 .5 61,5
February 367.9 3.8 8.5 60.2
March 391.6 6.4 15.5 60.2
April 408.6 4.3 20.5 ~ 60.9
May - 421.4 3.1 24.3 58.9
June 440.5 4.5 29.9 61.0
July 459.6 4.2 35.5 61.8
August 479.6 4.4 .41.5 63.1
September 502.3 4.7 48.2 65.7
October 537.0 6.9 58.4 69.8
November 561.3 4.5 65.6 . 7.1
December 586.3 4.5 72.9 72.9

631.1 7.6 1.6 78.1
January .
February 680'9. 7.8 16.0 R4 .8
March ‘ 147.0 9.9 27.5 90.9
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