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EXECUTIVE SUMMARY 

The "Food Secunty Strategy for Peru" defines the natdre and scope of food insecunty in Peru, 
idenbfies major constmnts to improving food secunty, and defines appropnate policy and 
program responses The proposed responses consist of recommendations not only for 
USAID/Peru, but also for the Government of Peru, non-governmental organizahons, and the 
donor community as a whole 

Food secunty is defined as "access by all people at all hmes to enough food for an achve and 
healthy life " Food secunty encompasses three major dimensions avalability, access, and 
utkahon The three dimensions are used to assess Peru's food secunty problem 

Of the three dimensions of food secunty, lack of access is the root cause of food insecunty in 
Peru In other words, Peru's food znsecunty zs more than anythzng else a questzon of poverty 
If poverty can be alleviated, lack of avalability and poor ufihzafion can be addressed as well 
As a result, the strategy attaches highest pnonty to bnnging about suskunable increases in the 
incomes of Peru's poor 

Poverty, especially extreme poverty, is concentrated in rural areas, especially in rural areas of 
the Sierra It also is concentrated among Peru's non-Spanish spealang population Programs 
to alleviate poverty and food insecunty among the extremely poor therefore would be wise to 
target residents of the rural Sierra and non-Spanish speakers The groups in queshon suffer not 
only from low incomes, but also from limited access to public services 

Poverty alleviahon is a medium- to long-run phenomenon In the short to medium run, large 
numbers of Peruvians will conbnue to be malnounshed or at nutntional nsk In pWcular, 
substantial numbers of young children will continue to be vulnerable to irreversible physiological 
damage unless measures are taken to enable them to benefit from whatever food to whlch the 
incomes of their households give them access As a consequence, the proposed strategy's 
pnmary focus on income generation for the poor will be complemented by a focus on u~lization, 
especially on Peru's most nutntionally vulnerable populabon, children less than three years of 
age either currently malnounshed or at high nutnhonal nsk 

The absence of an explicit focus on food avmlability is not to say that it is unimportant A g m ,  
lack of food access -- that is, lack of purchasing power -- is the fundamental cause of lack of 
food avalability in Peru If Peru's poor were not poor, that is, if they could translate their 
nutntional needs into effective demand for food, food avalability would increase markedly 

The root cause of poverty in Peru is low labor productivity, which, in turn, reflects inadequate 
investment in human and matenal capital and poorly developed public policies and institubons 
From a food secunty perspective, policies and program acbons that rmse the productivity of 
currently poor people -- and hlt the pattern of Peru's economic growth more toward labor- 
intensity -- call for the highest of attention 



Chapter 4 of the strategy outlines a package of policies and program acbons that will contribute 
to improvement of food secunty in Peru Highlights include 

+ Give pnonty to Peru's most food insecure people, that is, its extremely poor 

+ Give income generation pnmacy of place and be open to opportunibes for income 
generahon wherever those opportunibes may present themselves To put it negahvely, 
do not restnct one's set of options a pnon to any one sector, including the sector in 
which a target populabon currently is engaged Further, recognize that, geographically, 
the most promising income opportunihes may be found in locales other than those in 
whch the extremely poor now reside As a partxular case in point, a logical place to 
look for income and employment opportunibes for currently poor rural people is In the 
secondary and tertrary cibes that can provide services to and add to the producbon of 
their respecbve countrysides 

+ Focus public sector investments in productive infrastructure on public goods with high 
rates of return Specifically, conbnue to increase the proportion of the public sector 
budget dedicated to construction and mamtenance of both trunk and access roads, 
especially in the Sierra The abihty of the currently food-insecure in the Sierra to take 
advantage of income opportunities hinges directly on their connections with other than 
local markets 

+ Complement the focus on income generabon with nutnbon programs for Peru's most 
vulnerable populations, especially poor pregnant and lactating mothers and children less 
then six years old Focus social sector expenditures, both investments in infrastructure 
and delivery of services, on basic education and pnmary health care, especially in 
secondary and ternary cities in the Sierra 

+ Introduce more focus into USAIDIPeru's future PL 480 program Limit projects 
essenbally to income generation and tightly targeted nutrition programs that are likely to 
result in demonstrable impacts for extremely poor households 



FOREWORD 

The food secunty strategy presented in this document is the outgrowth of a six-month project 
sponsored by USAID/Peru and undertaken jointly by personnel from USAID/WashingtonY s LAC 
TECH Project and the Research Center of Universidad del Pacifico (CIUP) USAIDIPeru 
sponsored the project not just to guide its own programs, but also -- and more importantly -- to 
be of use to the Government of Peru, non-governmental organizahons, other donor agencies, and 
other interested parties 

The scope of work established for the project was daunhng, if not "Mission Impossible " In 
bnef, the project team was charged with examining the status of food secunty m Peru, with 
identifying the major obstacles to improving food secunty, and with definmg appropriate 
programmahc responses, both generally and specifically for USAID As discussed in the text, 
food secunty was defined in sweeping terms, encompassing the three rubncs of avalability, 
access, and uhlization As a practical matter, therefore, project tasks ranged from an assessment 
of macroeconomic policies, to an examinahon of the worlungs of produchve and social sectors, 
to attempts to understand the dynamics of intra-household behavior 

The conceptual and programmahc sweep of the project has made the past SIX months very 
excihng At the same hme, the expenence has been very humbling Given the brevity of hme 
at the team's disposal, the authors are panfully aware of how lightly they have touched on a 
number of important topics, of the fragility of the empincal foundation for some of the project's 
conclusions, and, in general, of how much they st111 do not know On the other hand, the 
project team is encouraged by the consistency of the strateg~c direchons that have emerged from 
the project, and it believes that they conshtute a compelling policy and programmahc package 
for the future 

In the final analysis, the development of a strategy comes down to malung choices, to shclung 
one's neck out and saying that some actions are more important than others The project team 
has tned very consciously not to shy away from that task For ease of presentahon and focus, 
this document concentrates on the forest, and looks only at a limited number of trees For more 
detail on how and why some pollcy and program ophons emerge with higher pnonty than 
others, the reader is referred to CIUP's report, "Proyecto Segundad Alimentana," which, in 
essence, is the empincal underpinning of the conclusions presented here 

The authors are indebted to a broad range of institutions and individuals -- especially in Lima, 
Ayacucho, Cajamarca, and Washington -- for their openness, collaboration, and guidance 
Although it is imposs~ble to name them here, the team owes them all a profound intellectual debt 
and wants them to know how much then contnbubons are appreciated 



CHAPTER 1: INTRODUCTION 

1 1. OBJECTIVES OF THE FOOD SECURITY STRATEGY 

The food secunty strategy presented in this document has three objechves 

+ To define the nature and scope of food insecunty in Peru, 

+ To idenbfy the major constramts to improving food secunty, and 

+ To define appropnate responses to Peru's food insecunty, fxst, for the Government of 
Peru, non-governmental organizabons, and the donor community as a whole, and, 
second, for USAIDIPeru 

1.2 DEFINITION OF FOOD SECURITY 

The defmibon of food secunty used in this strategy is 

Food security IS access by all people at all t~mes 
to enough food for an active and healthy Me 

This is the definibon of food secunty populmzed by the World Bank It also is the defmbon 
used in the Food, Agriculture, Conservabon, and Trade Act of 1990, which made important 
changes in the U S mternabonal food assistance program USAID's 1992 Policy Determinabon 
Number 19 defines food secunty as "when all people at all brnes have both physical and 
economic access to sufficient food to meet their dietary needs for a productive and healthy hfe " 
Both definihons emphasize the accessibility of food or effecbve demand This contrasts with 
earher definitions that focused more narrowly on food avadabllity or supply 

12 1. DETERMINANTS OF FOOD SECURITY 

Current definihons of food secunty encompass three basic elements avalability, access, and 
uhlization The three elements are recognized widely within the international community as 
capturing the major dimensions of food secunty, and, therefore, will be used to assess the food 
secunty problem in Peru 

+ Food Avallabhty 

Food avalability can be a problem at the nabonal, household, or individual level A 
country cannot achieve food secunty unless avalable food supplies are sufficient to 



supply every person in the country with an adequate diet The food supplies necessary 
can be produced domesbcally, they can be imported commercially or through 
concessional a d  programs, and, in the short-run, they can be drawn from stocks Food 
ava~lability also can be a problem at the household or individual level If food supplies 
are inadequate at the nahonal level, there is not going to be enough food ava~lable to feed 
all households and all individuals, even if distributed equally among them 

In a world increasingly integrated through trade and pohhcal-economic hes, global 
ava~lability of food is of increasing importance to household food secunty Ava~lability 
of food at the household level also requires that food be avadable in local markets, which 
also requlres relatively smooth market operahons, functioning infrastructure, and a free 
flow of information 

+ Food Access 

Achieving food secunty in a country also requires that households have the abllity -- that 
is, the purchasing power -- to acquire sufficient food Some households wdl be able to 
produce sufficient food to feed themselves Others will have to rely on earnlngs from 
farm and non-farm activihes or on income transfers, food subsidies, etc , to be able to 
purchase a nutritionally adequate diet Food, in other words, is a commodity, access to 
which is governed by the same factors that govern access to any other commodity That 
is why poverty and food insecunty are so closely linked Access also is a concept that 
has relevance at the national level if countnes earn sufficient foreign exchange from 
exports of goods and services, it does not matter if they produce enough food to feed 
their populabons adequately They can buy it on the mternational market 

+ Food Utkation 

People also can be sad to experience food insecunty when they fa1 to consume proper 
diets, even when food is avalable Similarly, food insecunty can occur when people 
consume proper diets, but poor health stands m the way of their bodies absorbing 
sufficient nutnents Given food accessibility, improper food ublizabon is the result of 
personal tastes, culture, peer pressures, lack of knowledge, inadequate household 
processing and storage, inadequate food labeling, misleading advemsing, and lack of 
access to or utilization of health, water, and sanitabon services 

1.2.2 TIME DIMENSION OF FOOD INSECURITY 

In theory, two types of food insecunty -- chronic and transitory -- can be distmguished, but, in 
reality, they are closely intertwined Chronic food insecunty is consistently inadequate diet 
caused by inability to acquire food It affects countnes and households that persistently lack the 



ability to acquire food, whether by producing it themselves or by buying it, bartenng it, 
borrowing it, s h m g  it, etc Chronic food insecunty is rooted in poverty Transitory food 
insecunty, on the other hand, 1s a temporary decline in a country's or in a household's access 
to food At the country level, it results from instability in food produchon or in export earnings 
At the household level, it results from instability in produchon, household incomes, employment, 
or food pnces In its worst form, transitory food insecunty can result in famine Typically it 
is the chronically food insecure who are hit hardest by transitory food insecunty problems 

1 2.3. WHAT FOOD SECURITY IS NOT 

Food secunty differs from 

+ Food Self-Sufficiency 

Food secunty does not mean food self-sufficiency Since most foods can be traded 
internahonally, national self-sufficiency only makes sense when a country has a 
comparative advantage in producing them In addihon, food secunty is achieved only 
when all households have the ability to buy food Thus, there is no necessary link 
between food self-sufficiency and food secunty In fact, empirical studies tend to 
confirm that food self-sufficiency has no intrinsic value in ehminatmg chronic food 
insecunty In some countries, excessive concern with food self-sufficiency has led to 
costly and uneconomc investments The investments have tended to undermme, not only 
per capita income growth, but also food self-sufficiency itself, by divertmg resources 
from otherwise produchve uses 

+ Agncultural Development 

Food secunty focuses on who the food insecure are and how to promote their access to 
food In many cases, one of the better ways to promote access of the food insecure to 
food is to stimulate agncultural productivity and growth Addihonally, since demand for 
rural non-farm goods and services often stems from the agncultural sector, food secunty 
may depend in part on increased agncultural growth Even in rural areas, however, the 
need to find ways to assist households at nsk to generate addihonal income quickly 
moves the scope of analysis and achon beyond the agncultural sector into more 
generalized rural growth 

+ Broadly Based Econormc Growth and Poverty Allevlatron 

Combattmg food lnsecunty requires more than a commitment to broadly based economic 
growth and poverty alleviation, although the three are closely related A strategy 
directed to the achievement of broadly based, economic growth differs from a food 



secunty strategy m ~ t s  geographic scope and In ~ t s  bme frame In the first case, the 
scope is countryw~de and the bme frame IS long-term, In the second case, the strategy 
IS more location-spec~fic and med~um-term A strategy directed toward poverty 
alleviahon, like a food secunty strategy, also will be targeted to the poorest geographical 
regions, occupations, ethnic groups, etc , but, l~ke a strategy to achieve broadly based 
economlc growth, will be onented toward the longer term 

- + F'eeding Programs 
- 

Feeding programs do not food secunty make Rather, they are one pmcular response - 
to a food secunty problem Their geographic focus is locabon-specific and their tune 
frame IS immed~ate - 



CHAPTER 2: DEFINITION OF PERU'S FOOD SECURITY PROBLEM 

Food lnsecunty in Peru is senous, with problems involving all three dirnenslons of food secunty 
-- avadabllity, access, and uhlizahon 

2.1. LACK OF NATIONALLEVEL FOOD AVAILABILITY IS A PROBLEM 

2 1 1. FOOD SUPPLIES HAVE DECLINED AND ARE INADEQUATE 

Inadequate food 
supply has been a 
contrnumg problem 
m Peru Dumg 
the last three 
d e c a d e s ,  f o r  
example, calone 
availability has 
nsen above the 
level of 2,300 
calones per person 
per day (one of the 
cut-off pants for 
ehgibllity under PL 
480, Title III) only 
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-FAO Estimates 

1976 1981 1986 1991 

-MTn of A a  Estimates 

three (four FIGURE 2.1. TRENDS IN FOOD SUPPLIES 
hmes according to 
the eshmates of the 
Mmistry of Agriculture) (see Figure 2 1) 

The first indicahon that a country has senous food secunty problems is that its total food supply 
is insufficient to provlde everyone with enough food for a healthy life even in the unhkely event 
that the food were divided equally among all members of the populahon From a nahonal-level 
food secunty perspechve, the problem of lack of food avalability in Peru was p ~ c u l a r l y  
senous in the mld-1980s and early 1990s when levels of calone avalabllity fell below 2,000 
calones per person per day (in 1983-1985 and in 1990-1992) Reasons for Peru's poor 
performance with respect to food avalability include low levels of agricultural produchvity, 
drought, rural violence accompanied by abandonment of farms, scarcity of foreign exchange, 
and, perhaps most importantly, low levels of effectwe demand for food on the part of Peru's 
Poor 



2.1.2. THE DIVERSITY OF THE NATIONAL DIET HAS DETERIORATED 

The diversity of the Peruvian diet also has deteriorated over the years For example, the 
compositron of the diet has shifted away from m m a l  protein toward carbohydrates, and grams 
have become the most important source of calones In the country Rehance on a hmted number 
of commoditres as the pmclpal source of nutrients 1s not desuable from a nutnhonal polnt of 
view It also makes poor households and the country as a whole more vulnerable to food 
msecunty, slnce food supphes now come from fewer commodlbes 

2.1.3. PER CAPITA FOOD PRODUCTION HAS DECLINED 

The per capita 
value of food 160 

p r o d u c t i o n  150 

stagnated during ,,o 
the 1960s and has F 

11 130 decllned steadily 
since the beginning 5 I 2 O  

I. 
of the 1970s (see IIO 

F i g u r e  2 2 )  &j ,a,-, 
Product ion of 9 - 
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last three decades 
Gram produchon 
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' ' a FIGURE 2.2 TRENDS IN PER CAPITA FOOD AND 
substantially dumg AGRICULTURAL PRODUCTION 
the md- to late 
1980s m response 
to significant subsldies, but once the subsldies were removed, the per capita value of gmn 
producbon returned to ~ t s  long-term, downward trend The drarnahc increase in nce produckon 
in 1994 suggests that the agricultural sector finally may be beginning to respond to the new 
economic environment created by the current government's economic stabilizahon and structural 
adjustment reforms 

2 1.4. DEPENDENCY ON FOOD IMPORTS, INCLUDING FOOD AID, HAS 
INCREASED 

One result of declines in production has been increased reliance on Imports to meet domesbc 
food needs Gram ~mports, m particular, have Increased substanbally, from approximately 30 
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disasters has made 
Peru heavlly dependent on donated food to meet its food needs Concessional Imports of food 
grams have become very important, growing from an average of six percent of total imports m 
the 1970s to more than 20 percent of total imports m the early 1990s 

Peru does not have to produce all its own food m order to guarantee food secunty for its 
populabon In other words, food self-sufficiency is not necessary for food secunty, nor is ~t 
reasonable for Peru to asplre to that objecbve Neither is agncultural self-sufficiency necessary 
for food secunty There is no reason that Peru must pay for ~ t s  food Imports with fore~gn 
exchange earned from agncultural exports The problem is that Peru has not earned enough 
from the combinabon of its agncultural and non-agricultural exports to pay for its imports of 
agncultural products Since 1981, the value of Peru's agncultural imports -- most of whch are 
food imports -- has significantly outweighed the value of its agncultural exports (see Figure 2 4), 
and its overall trade balance has been negabve more years than it has been posibve throughout 
the last decade 

In contrast to food self-sufficiency, food self-reliance is a reasonable objecbve for Peru to set 
for itself If the government provides a stable and supportive economic framework conducive 
to broadly based economic growth, there is no reason that Peru should not be able to pay for 
~ t s  food imports, especially its gram imports Thus, the important questlon to be answered 
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FIGURE 2.4. CHANGES IN THE AGRICULTURAL TRADE 
BALANCE 

2.2. CHRONIC POVERTY MEANS LACK OF ACCESS TO FOOD IS A 
PROBLEM 

Poverty, or lack of purchasing power at the household level, 1s the root cause of food lnsecunty 
m Peru And the root cause of poverty m Peru IS low producbvlty, whch, m turn, reflects 
inadequate investment in human and rnatenal capltal and poorly developed pubhc pohcles and 
msatubons 

Poverty contributes to food lnsecunty by restncbng people's access to the amount and quabty 
of food they need to llve healthy and productwe lives Poverty also constrams households' 
access to servlces such as health, water and sanltabon, and educabon, whlch also contribute to 
food secunty -- for example, by helplng to Improve the brologlcal utdlzanon of food in the 
short, medlum, and long term 



Poverty and lack of 
purcha&ng power also are 
the ultimate cause of low 
levels of food avadability 
m Peru If Peru's poor 
households had enough 
purchasing power to 
translate then nutnbonal 
needs into effective 
demand for food, domesbc 
food producbon would 
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increase, or forelgn 
exchange would be used to 
pay for the food imports 
required to make up the FIGURE 2 5 EXTENT OF POVERTY IN PERU IN 1991 
gap between total food 
needs and domesbc production 

2.2.1. POVERTY IS WIDESPREAD 

Poverty is widespread in Peru The most recent evidence comes from a 1991 survey supported 
by the World Bank The universe from whch the survey sample was drawn consisted of the 
approximately 16 rndhon people hving in Lima, in other urban k s  of the coast, and in urban 
and rural areas of the Sierra At the hme of the survey, it is estimated that 8 6 rmlllon people, 
or 54 percent of the population sampled, lived in poverty, that is, in condihons that faded to 
meet mlnimum standards of food access, education, health, and housing Of this group, it is 
estimated that approximately 3 5 rmlhon people -- or one fifth of the populabon sampled -- hved 
m extreme poverty, that is, they were too poor to afford even a basic basket of food (see Figure 
2 5)  

2.2.2 POVERTY IS A CHRONIC PROBLJCM 

Widespread poverty is not a new problem for Peru Although hard staQstics are avadable only 
for the last two decades, the problem has existed for years The most recent analysis of 
Peruvian poverty comes from a study undertaken by the Economic Commission for Labn 
Amenca and the Caribbean (ECLAC) as part of a broader study of trends in poverty from 1970 
to 1986 throughout the hemisphere Like the World Bank in its 1991 poverty analysis, ECLAC 
based its conclusions on household survey data It also eshmated two poverty hnes The first 
poverty line, which was used to eshmate the numbers of extremely poor, was based on the cost 
of a country-specific food basket that met internauonal requirements for energy and protein 
The line then was scaled up to take into account necessary non-food expenditures Households 
whose expenditures fell below this latter cut-off were classified as poor 



Al though  the  
estimates from the PERCENT 
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ECLAC analyses URBAN 
are not stnctly 1970 

comparable (the 1980 

poverty hnes are 1986 
1991 different and the 1 I I I I I I I I I 1 

g e o g r a p h i c a l  1970 
coverage of the 
W o r l d  B a n k  
analysis is more 
hmited), they are 970 

presented together 
in Figure 2 6 The 
results of the 
ECLAC analysis 
are sirmlar to those 

the Bank FIGURE 2.6. POVERTY LEVELS IN PERU IN 1970, 1980, 
In that lt ls 1986, AND 1991 
esbmated that 50 
percent or more of 
the Peruvian populaoon lived in poverty in 1991, as well as dunng the 1970s and 1980s 
Accordlng to ECLAC, the percentage of households living in poverty decllned dunng the 1970s, 
both for the country as a whole and for rural areas These gans were completely wiped out, 
however, between 1980 and 1986 The World Bank analysis suggests that both total and rural 
poverty increased even more between 1986 and 1991 Urban poverty, on the other hand, - 
increased substantially dumg both the 1970s and the 1980s, as increasingly more of the rural 

- 
poor migrated to major urban centers, espec~ally to L~ma 

- 
2.2.3. POVERTY, ESPECIALLY EXTREME POVERTY IS CONCENTRATED 

IN RURAL AREAS I 

From the perspechve of food secunty, ~t is the extremely poor who are most important, since, 
by definihon, they are the people who are least l~kely to have adequate diets Extreme poverty 
has been and still is pnmanly a rural problem 

B 
Both the ECLAC and World Bank analyses Indicate that the incidence of extreme poverty has 
been and continues to be much higher in rural than In urban areas of the country Accordlng 

I 
to the ECLAC analysis, approximately 40 percent of the rural population lived in extreme # poverty dunng the 1970s and 1980s, over twice the percentage in extreme poverty in urban areas 



(see Figure 2 6) 
According to the 
W o r l d  B a n k  

PERCENT 
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analysis, rural areas 
of the Sierra were L IM4 
the reglon most 
affected both by 

poverty and by URBAN COAST 
extreme poverty 
m 1991, it is 
esamated that two s l  
thirds of rural 
Sierra households 
were poor, and 47 
p e r c e n t  were  RURAL SIERRA 

extremely poor (see 
Figure 2 7 )  In 
contrast, m 1991 
only ten percent of FIGURE 2 7. INCIDENCE OF POVERTY WITHIN KEY 
Lima households REGIONS IN 1991 
fell in the category 
of extremely poor households, one half of the corresponding percentage for urban households 
on the coast and in the Sierra 

Figure 2 8 presents stdl URBAN COAST c19 1%) 

another way of loolung at 
the 1991 survey results 
Extreme poverty is 
concentrated heavily in one 
reglon of all extremely 
poor people m Peru in 
1991, 45 percent -- or 
almost 1 6 million people - 
- lived in rural areas of the 
Slerra The poor who 
were not extremely poor, 
on the other hand, were 
concentrated~redominantlv 

RURAL S l ERRA C44 9%) 

FIGURE 2 8 DISTRIBUTION OF THE EXTREMELY 
in Lima Although Lima POOR AND FOOD INSECURE (3 5 hldhon People) 
is the area of the country 
least affected by poverty in relame terms, it is so big that it is estimated that 37 percent of all 
poor Peruvians -- approximately 3 2 million people -- lived in the Lima-Callao Metropolitan area 
in 1991 



2.2 4 POVERTY, ESPECIALLY EXTREME POVERTY, IS CONCENTRATED 
AMONG THE NON-SPANISH-SPEAJXING POPULATION 

Poverty also is a major 
PERCENT problem among Peru's 
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non-Spanish-speaking 
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Spanish speakers, and 
$most thr& hmes as likely 
to be extremely poor As a consequence, although non-Spanish-speakers account for only 11 
percent of the total populahon, they compnse 19 percent of the poor and 27 percent of the 
extremely poor 

Although a significant percentage of Peru's non-Spanish speakers lives in rural areas, they are 
not poor just because of where they live A compmson of average per capita incomes from the 
1991 survey shows the average income of Spanish speakers to be significantly greater than that 
of non-Spanish speakers It also shows that rural non-Spanlsh speakers are 1 3 times as likely 
to be poor as rural Spanish-speakers, and twice as likely to be extremely poor 

2 2 5  EXTREME POVERTY, ESPECIALLY IN RURAL AREAS, IS 
EXACERBATED BY LACK OF ACCESS TO BASIC SERVICES 

Most extremely poor Peruvians lack not only cash income, but also access to Important pubhc 
services such as water, sanitation, and educahon Furthermore, lack of access to basic services, - 
hke extreme poverty, is pnmanly a rural problem Figure 2 10 presents information on the 
extremely poor, indicating how many lack access to one or more basic services (education, 
water, sanitation) as well as to cash (or its equivalent in lund) Income It also indicates the areas 
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TABLE 2.2. DISTRIBUTION OF PUBLIC SERVICES TO THE POOR IN 1991 
(Percent of Households) 

SOURCE. 1991 World Bank L~vlng Standards Su~vey 

TYPE OF SERVICE 
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dependent either on wells or on nvers or spnngs (see Table 2 2) Interestmgly, the extremely 
poor who did have access to public water systems appeared to be more affected by cutbacks than 
others In the rural Sierra, less than half the populahon had access to a public water system, 
compared to 90 percent m other areas Less than 30 percent of the extremely poor are esbmated 
to have had pubhc sewerage service, compared to slightly over 60 percent of the total 
populabon The rest either used latnnes (40 percent) or lacked facllibes enbrely (30 percent) 
In the rural Sierra, the meager access of the populahon to public sewerage services -- eight 
percent -- is parkularly strrlung The extremely poor also used gas, od, or kerosene for 
lighbng more frequently than wealthier households, who were much more hkely to use 
electricity 

2.2.6 TEE RURAL POOR ARE DEPENDENT ON AGRICULTURE 

Extremely p r  Peruvians depend more on agnculture than on any other economic acbvity for 
then hvehhood m 1991, it is esbmated that over 40 percent of the heads of extremely poor 
households were engaged pnmanly in agnculture, 27 percent as independent operators and 14 
percent as landless agncultural workers The strong associahon of agnculture with poverty 
pomts to the need to look for ways to rase the incomes of farm households The 1991 Livmg 
Standards Survey suggests that there is virtually no difference in the percentages of poor and 
non-poor households that own land in the Sierra (see Table 2 3) There IS, however, a 
significant difference 
m the quanQty and 
quality of land owned 
The poor have roughly 
50 percent less land 
than the non-poor 
The poor also are less 
hkely to own mgated 
land about a thxd 
own mgated land, 
compared to about half 
of the non-poor The 
incomes of the rural 
poor also are affected 
by the crops that they 
grow Most poor 

TABLE 2 3. AGRICULTURAL LAND OWNERSHIP IN THE 
RURAL SIERRA 

POOR NON- TOTAL I I POOR I 
ALL FARM LAND 

Households owrung land (5%) 
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IRRIGATED LAND I I I 
Households owrung land (X) 1 3 6 0 1  4 8 7 1  402 

Landlcapita for land-owrung households only 

- 
rural Sierra farm SOURCE 1991 Lwng Standards Survey 

households produce potatoes, barley, and wheat Crops produced more by poor than by non- 
poor farmers include barley, potatoes, oca, and olluco In contrast, yellow com and nce are 
grown more by non-poor farmers Wheat and white corn are produced about equally by both 
Flnally, o f f - fm employment is of major importance to rural poor households in the Sierra, 
given the small quanhties of land owned and low agncultural productivity 
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2.2.7 FOOD PRICES ALSO AFFECT ACCESS 

Food pnces also are important because food accounts for a major share of the expenditures of 
the poor According to the 1991 survey data, the commodihes that account for the largest share 
of expenditures of poor and extremely poor households are nce, bread, sugar, tubers, and meat 
Consumphon of one's own produchon is sigmficant -- slightly over half of the value of 
household consumption -- only among poor and extremely poor households in the rural Sierra 
Even Peru's poorest people, therefore, rely heavily on markets for basic food staples The 
products for which consumphon of farm household producbon accounts for sign~ficant 
proporbons of household consumption are chicken (90 percent) and dary products, tubers, meat, 
vegetables, and eggs (70-80 percent) There are only marginal differences in the "own- 
consumpbon" patterns of the poor and the extremely poor In these products, therefore, many 
of Peru's rural poor and extremely poor are insulated from changes in market pnces The poor 
and extremely poor would stand to benefit, however, from declines in the pnces of wheat, nce, 
and sugar as a result of decreases m the effecbve protechon for those crops 

In summary, the znczdence of extreme poverfy zn the rural Szerra and among the non-Spanzsh 
speakzng popuhtzon of Peru largely accounts for the znczdence of extreme poverty at the 
nahonal level Tlzzs findzng suggests that programs to allevzate poverty and food znsecunty 
among the extremely poor would be wzse to target the rural Szerra and non-Spanzsh speakers 
The groups zn questton suffer not only from low Incomes, but also from low access to publzc 
semces, zncludzng educatron and water and sanztatzon Improvements in access, especially to 
producbve economic opportuniles and to education, are essential to reduce their poverty 

2 2 8. POVERTY SHORT OF EXTREME POVERTY IS MORE URBAN IN 
CHARACTER AND LESS A PROBLEM OF ACCESS TO BASIC 
SERVICES 

Most poor households that are not extremely poor appear to have relahvely good access to public 
services, includ~ng educahon The access they enjoy to basic services, summanzed in Figure 
2 11, is very different from the access of extremely poor households to basic services 
summanzed in parallel Figure 2 10 Unlike extremely poor households, poor households that 
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2.3. FOOD UTILIZATION ALSO IS DEFICIENT 

2 3 1  CHRONIC MALlVUTNTION IS A SERIOUS PROBLEM 

The most dlrect measure of food uhlizabon is nutnbonal status (see the Note at the end of the 
chapter for alternahve measures) Nutnbonal status can ind~cate whether people are consumng 
appropnate quanhhes and quallhes of food It also 1s an ind~catxon of whether people's bodies 
are able, b~ologically, to absorb the nutrients avalable, which 1s why poor health condihons can 
result in poor nutnbonal status even when there 1s adequate food avalab~hty 

According to the most recent national data (DHSIENDES 1991-92), more than a third of 
chlldren under five -- 36 5 percent -- suffer from chronic malnutn~on (that is, they are too short 
for thex age) (see Figure 2 12), about ten percent suffer from undernutnbon (which also is 
referred to as global malnutnbon), and only one percent suffer from acute malnutnbon (that is, 
wastmg) These findings suggest that Peru's nutritional problem largely is chronic malnutnbon, 
that IS, the nutntronal insults suffered dunng the first few years of llfe result in retarded growth, 
from whlch those affected never recuperate fully Peru, like other countnes with high rates of 
chronic malnutntron, is full of chubby ch~ldren who are short for their age In other words, 
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2.3.2. CHRONIC MALNUTRITION IS MORE SERIOUS IN RURAL AREAS AND 
IN THE SIERRA 
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corresponding figure was 11 2 percent (see Figure 2 12) To put it another way, of all Peruvian 
children found to be chronically malnourished in 1991, more than half lived in the Sierra, while 
only six percent lived in Lima (see Figure 2 13) 
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Since chddren do not recover height lost dunng their formahve years, recent informahon from 
a census of the heights of school children can shed light on the distnbuhon of chronically 
malnounshed chddren throughout the country The data, which were collected m 1993, indicate 
that the two Departments with the most stunted children were Cajamarca (with 10 8 percent of 
all stunted chlldren m the country) and Lima (with 8 9 percent) (see Table 2 4) Cajamarca also 
was the Department with the third highest percentage of children stunted (65 percent) Other 
Departments with hlgh percentages of stunhng were the Departments that make up the Trapeczo 
Andrno -- Huancavehca (72 percent), Apunmac (69 percent), Ayacucho (64 percent) and Cusco 
(60 percent) Taken together, those four Departments accounted for over 19 percent of all 
chronically malnounshed school chlldren m the country 

2.3.3. RATES OF CHRONIC MALNUTRITION HAVE NOT DECLINED 

In stark contrast to the dramabc declines in Peru's child mortality rates over the last decade, 
there appears to have been little or no improvement in chronlc malnumbon As noted above, 
the 1991/92 survey found that slightly less than 37 percent of children under five were 
chromcally malnounshed at the hme, little different from the rates found in earher surveys m 
1984 and 1972 The differences in the trends of child mortality and child malnutnbon call mto 
senous quesbon the use of chlld mortality rates as indicators of national food security, as is 
currently the case with the ehgibility cntena legislated for PL 480, Title III, programs 

2.3.4. INADEQUATE BREAST FEEDING AND WEANING PRACTICES 
CONTRIBUTE TO CHRONIC MALNUTRITION 

Chlldren at the age of weanlng are at partrcular nsk of chronic malnutnbon The largest 
mcrease in the percentage of chlldren stunted occurs between the ages of 6- 11 months and 24-35 
months, the same time that the largest increase takes place in the percentage of chlldren weaned 
According to the 1991192 survey, stunted children -- those whose height for age is more than 
two standard deviahons below the norm -- made up only 6 3 percent of children less than slx 
months old, but accounted for over 40 percent of chlldren between 24 and 35 months old, the 
percentage of chlldren weaned increased from 17 percent at the age of 6-11 months to almost 
87 percent at the age of 24-35 months (see Figure 2 14) 

The penod between 3-5 months and 24-35 months is cntical in a child's life After a child is 
four to slx months old, breast milk becomes insufficient as the sole food Delaying the 
introduction of supplementary feeding beyond that point increases the nsk of undernutnbon and 
illness On the other hand, giving an ~nfant foods other than breast mllk under the sanitary 
condihons that preval in many parts of Peru Increases the nsk of infectlous diseases Doing so 
can bnng on diarrhea, for example, whlch can lead to undernutntion even when a child's total 
food intake is adequate 
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to we& cluldren The preferred weaning foods in Peru are dlluted preparabons Mothers 
choose them because they believe them to be nutntlous and good In fact, the preparabons do 
not provide chlldren with sufficient calones and other nutnents at a stage of hfe that 1s crucial 
for growth and the development of motor and cognitive slulls 

2.3.5. MICRONUTRIENT DEFICIENCIES ARE A PROBLEM 

Other types of malnutnhon relate to mlcronutnent deficiencies rather than to the overall mtake 
of calones and proteln Three mlcronutnents are considered most frequently Iron, iodine, and 
vitarmn A Each has far-reachmg implicabons for health, growth, and development 
mcronutnent status is hard to measure because it often lnvolves laboratory analysis, typically 
of blood As a result, rates reported for such deficiencies usually refer to study populabons, 
rather than to nahonal samples 

Iron deficiency 1s belleved to be Peru's major mlcronutnent problem One study has estlmated 
rates of Iron deficiency anemia of 64-75 percent among young chlldren on the coast, and rates 
of 40-50 percent among women of reproductive age (ICN Report for Peru) With the Increased 
economic hardships of recent years, rates of anemia likely have nsen as people have reduced 
their consumption of animal products and other relahvely expensive ~ron-nch foods To date, 
there has been no attempt to fortlfy wheat flour or other w~dely consumed products w~th Iron, 
as has been done In other countries 

Go~ter, wh~ch results from Iodine deficiency, also is estimated to be a senous problem Goiter 
IS common in mountamous countries, because of thelr leached soils The latest study in Peru, 



conducted in 1986-88, esbmated that goiter was endemic in 88 percent of cornmurubes in the 
Sierra and Selva and that, in 130 provinces, the average prevalence among school chddren was 
36 percent (ICN Report for Peru) Peru has legislated the producbon and distnbutron of iodlzed 
salt smce 1940 In prachce, however, only 60 percent of the populaQon is eshmated to consume 
it Reasons for low coverage include cost, megular distribution from producbon pomts on the 
coast to endermc zones llke Cajamarca and Amazonas, and widespread avadability of non- 
iodized salt Other countnes, including Bolivia and Brazil, have overcome simdar obstacles 
successfully by subsidizing mcreases in production costs and by involving small producbon 
facihbes m marketmg 

Less is known about the status of vitamin A in Peru One project in Puno that did look at it 
found that average consumpbon of rebnol -- that is, vitamin A -- came to only 45 percent of 
recommended levels (ICN Report for Peru) 

NOTE ON NUTRITIONAL STATUS 

Measures of growth are the most rehable indicators of children's nutritional status and also 
fumsh an indication of the nutritional status of a country's population as a whole Protem- 
calone malnutntion, whch is the most common form of malnutntion among chddren in 
developing countnes, is measured in three different ways The easiest way is to measure 
children's weight for age, whch is usually referred to as global malnutntion or 
undernutntion l k s  measure is a synthesis of the two other types of malnutntion and, 
unfortunately, is not very sensitive to cases m which children are deprived of small amounts 
of food over long penods of time, a characteristic of chromc malnutntion A second 
measure, weight for height, tells whether a child is malnourished currently It is referred 
to as wasting, or more techmcally, as acute malnutrition The third measure, height for age, 
reflects past as well as current nutrition status and is the best indicator whether malnutrition 
is a chrorllc problem Measuring acute and chronic malnutrition is more difficult than 
rneasunng undernutntion it is not easy to measure the height (length) of young children 
who do not stand stdl -- or stand at all -- and small differences in measurement can affect 
results dramatically 



C H A m  3 CONSTRAINTS TO FOOD SECURITY 

Ths chapter idenhfies the pmcipal constmnts to food secunty in Peru, talung into account the 
three dimensions of avalability, access, and utilizahon Although they overlap to a certiun 
extent, the consmnts fall conveniently into three categones first, inshtutional and economic 
poltcy consmnts, second, constrants related directly to Peru's producbve sectors, especially 
agriculture, and, thud, constmnts related directly to Peru's social sectors 

3.1. INSTITUTIONAL AND ECONOMIC POLICY CONSTRAINTS 

Of the vanous crises that Peru has confronted ths century, the period from 1975 to 1992 
arguably was the most severe The events of those years affected every echelon of Peruvian 
society, economically, polihcally, and socially In the economic realm, the cnsis sealed the 
demse of the anti-market, heterodox, largely ill conceived policies that, applied inconsistently 
smce the late 1960s, finally catapulted the economy into a free fall of incomes, generahzed 
unemployment and underemployment, and hypennflahon Pohhcally, it signalled the 
delegihrmzahon of tradihonal parhes And, in the social arena, the cnsis exacerbated the deep 
dlvide between Peru's haves and have nots, accompanied by the pervasive effects of the coca 
economy and widespread violence 

The seventy of the cnsis makes the turnaround that the Fujimon government has engineered 
smce late 1992 all the more remarkable To a large extent, pubhc order has been restored and, 
for the first hme in decades, social peace does not appear a remote possibility The economy, 
energized by sweeping pro-market reforms, is malung an impressive recovery The open 
queshon is whether advances to date can be consolidated and built upon or whether 
unpredictability and instability will return Unfortunately, a number of legacies make the latter 
alternative a distinct possibility 

Legacy of Inconsistent Econormc Pohcy 

Since the 1950s' Peruvian economic policy has featured penods of hberal policies (the 
1950s), gradual interventionism (1963-1968), heavy intervenhonism (1968-1975 and 
1985-1990), hmld liberalization (1976-1985) and ultraliberalism (1990 to the present) 
The different penods have showcased remarkably different, even dlametncally opposed 
applicabons of key Instruments of economlc pollcy As a result, the economy has been 
depnved of predictability and stabil~ty, necessary condihons for s u s ~ n e d  investment -- 
and for the jobs and incomes that go with it 

A significant byproduct of the incessant swings in economic policy has been a substantial 
increase in transachon costs, both for the pnvate sector and for the government itself 
In the former case, entrepreneurs have become accustomed to look for profits in the rents 
that the state has indulged through the purposeful manipulation of key relahve pnces 



In the latter case, inconsistency in policy formulation has resulted in a perpetual flux of 
rules and regulations High turnover of personnel has made the situation even worse as 
it became virtually impossible to mantam a cnhcal mass of civil servants able to 
implement policy professionally 

Some observers argue that the consistent implementabon of free market pohcies since 
1990 augurs well for future conbnuity Others attnbute the consistency to the coercive 
power of mulblateral financial insbtuhons In the latter view, Peru's rank dependence 
on foreign creditors, rather than internal commitment, has been the key catalyst to 
introduce and keep reforms In place Whether the dnve for reform will be kept alive, 
therefore, remans to be seen 

+ Legacy of Rent-Seelung Behavlor - 

Rent-seelung is endemc in Peru, not only in so-called economic elites, but throughout 
the enbrety of civil soclety 

At present, economic policy has transferred to the market the determination of the key 
relative pnces of the economy, the exchange rate, interest rates, and wages The 
ongoing pnvatizabon of state-owned concerns also is eradicabng a significant source of 
influence-peddling These decisions represent steps in the nght direction Sbll, as 
alleged abuses of recent public sector contracbng suggest, old ideas -- and pracbces -- 
may die hard 

In recent years, substantial numbers of non-governmental organizabons have emerged -- 
in many cases, to mihgate the impact of structural adjustment on the poor Their 
emergence has not been free of rent-seelung either In many places, in fact, so many 
organizations compete to serve the same clienteles that an atmosphere of 
"asrstencrabsmo " has been engendered In its worst form, "aszstenczalzsmo" results m 
poor people loolung for rents in much the same way as the entrepreneurs discussed 
above, rather than participating in development activities that allow them to capitalize 
themselves and generate sources of income sustamable over time Ironically, a number 
of the organizabons in queshon receive support from donors 

+ Legacy of Unprelctable "Rules of the Game" 

In a market economy, "rules of the game" are essenbal to facilitate transacbons among 
pnvate pmes  The sancbty of property nghts, the acceptance of a local currency as a 
medium of exchange and store of value, and respect for a country's legal system, for 
example, underpin the very functioning of its markets When these "institutions" are the 
repository of public trust, markets can succeed as allocators of resources and as 
instruments of economic growth 



In Peru, many of the rules of the game taken for granted elsewhere either have not been 
defmed or have not been enforced in a predictable way Since the 1960s, for example, 
overregulation, expropnation, restncbons of property nghts, unpredictable legal systems, 
and weak, often non-existent judicial enforcement have been the rule, not the excepbon 
The upshot is inshtutional uncertatnty, which manifests itself in weak, segmented 
markets 

The current government, in a bid to foster foreign direct investment, has taken measures 
to ehminate red tape, to increase secunty of property nghts, to create a stable tax 
environment, and to introduce impartial, speedy arbitration procedures to settle disputes 
For many Peruvians, though, the new rules of the game still are not credible For some, 
the concentrahon of polibcal power in the current administrabon fuels fears that rules 
may be manipulated arbitrmly For others, the concern hngers that the reforms, as well 
as the commitment to pro-market pohcies, will disappear once the Fujimon government 
leaves office 

As long as rules of the game lack credibility, private firms, producer associations, and 
social organizabons will take matters into theu own hands to reduce mshtubonal 
uncemnty Not only will they set up their own norms to guide and validate economic 
transacbons, they also will devise their own forms of enforcement In Peru, the upshot 
is a plethora of networks whose exchange relabons are charactenzed by intense personal 
contact As a corollary, transacbons costs nse for every part~cipant in the economy, both 
for modem firms in the formal sector and for those who eke out a living in the informal, 
low-product.wity economy 

The coexistence of so many networks bound by personal relations has profound 
implicahons for the prospects of broadly based economic growth in that it segments 
markets one from another and reduces the scope for transachons in a large, anonymous 
market As a result, the advantages normally denved from a high degree of 
specialization and division of labor are lost 

+ Legacy of Weak State Institutions 

An ironic consequence of Peru's heavy state interventionism is the erosion of the 
capability of the state itself A byproduct is the total loss of prestige and credibility by 
a number of key public inshtubons The judiciary perhaps is the most obvious example 

Pubhc sector reform is needed urgently to consolidate economic reform The 
government has made notable progress in some areas -- in the restructuring of SUNAT, 
for example -- but others lie in limbo The role of the state in the economy, for 
instance, awats firm definition -- whether it will limit itself solely to regulatory funcbons 
or whether it will partxipate in the provision of market goods and services The current 
debates on the fate of Petro Peni and the pros and cons of state development banks 



Illustrate the uncemnty A second area is the efficiency and targehng of educahon and 
health services, a topic discussed in more deml below A further deficiency is the 
virtual absence of budgehng, accounhng, and control systems to monitor and evaluate 
the impact of public spending In the past, public resources often have been allocated 
more by political expediency than according to cntena that seek to maximize pubhc 
benefit Now that the Treasury is awash in funds, there is even less incenbve to exercise 
discipline and, correspondmgly, the danger that vast resources will be wasted 

Gross Domesbc Product grew by seven percent in 1993, and conservative esbmates suggest that 
the rate of growth this year will surpass ten percent From an all-bme high of 7,600 percent 
m 1990, inflabon will drop to about 18 percent this year, and well may fall to below ten percent 
m 1995, a feat last achieved in the early 1960s In 1993, the fiscal deficit fell to 1 4 percent 
of GDP, significantly lower than the 8 5 percent registered in 1988 In contrast to prachce that 
prevaled unbl 1990, the deficit is being financed in non-inflationary ways At present, net 
mternabonal reserves surpass US$ 5 billion and conbnue to grow Foreign capital is pounng 
m, in both portfolio and direct investment 

Although the current picture definitely is rosy, it st111 is not enbrely clear that Peru's economy 
has turned the comer once and for all First, despite obvious progress, 1993 GDP st111 is only 
97 percent of what it was in 1980 and just 82 5 percent of what it was in 1987 Second, 
although both public and pnvate investment has picked up, the total in 1993 sbll made up only 
15 7 percent of GDP, a proportion significantly lower than the 28 8 percent obtmed in 1981 
If one excludes investment in construcbon, the propomon plummets to 4 1 percent Third, the 
recovery has been highly selechve Since the last quarter of 1992, economic growth has been 
led basically by mining, fisheries, construchon, and electncity The dynamism of the first two 
sectors is bed to the vagmes of natural resources and to the evolubon of internabonal pnces, 
wMe addibonal growth in construcbon and electncity is conbngent on addibonal expansion of 
investment In contrast, two sectors in which one normally looks for employment generation 
-- agriculture and manufactumg -- st111 are depressed Manufactunng, in fact, has seen its share 
of GDP fall from 37 percent in 1987 to 28 percent in 1993 Fourth, the percentage of people 
adequately employed has fallen from 18 6 percent in 1990 to 12 4 percent in 1993 Fifth, as 
Chapter 2 makes evident, poverty, far from going away, conbnues to be a major development 
challenge 

Is the glass half-empty, or is it half-full? Are the shortcom~ngs of Peru's pattern of growth 
solvable with bme if the government adheres to the economic program currently in force? Is 
the current trajectory of economic growth susknable? Is it conducive to growth that is broadly 
based? The answers to these questions l~kely are no, unless steps are taken to address a number 
of core economic constrants 



+ Fmancmg of Future F ~ c a l  Expansion Is Problematic 

For the first hme in over three decades, Peru will post a substanbal surplus in its fiscal 
account in 1994, a phenomenon attributable in large part to the extraordinary revenues - 
- approximately US$2 5 billion -- generated from the sell-off of state-owned concerns 
The fiscal shmulus furnished by those revenues has been the catalyst of an economic 
dynamism that will make Peru the fastest growing economy in the region this year 

The current fiscal expansion would not be cause for alarm if the Peruvian treasury had 
the capacity to continue to generate equivalent revenues in the future Were it not for 
pnvabzahon, however, all indicabons suggest that the fiscal account would be in the red 
Tax revenues as a percentage of GDP shll hover around 12 percent, a proportion far too 
low to continue to finance the ambitious public programs undertaken thls year If tax 
revenues do not increase, at some point Peru will have no choice other than panful fiscal 
adjustment 

The Current Account Deficit Is Veqy High 

Peru's trade deficit is projected to come to US$ 1 billion in 1994, double the level 
registered in 1993 The current account deficit, which also factors m internabonal 
transacbons in tounsm and financial services, will total about US$ 3 0 billion, or more 
than six percent of GDP 

P 

A current account deficit reflects an excess of total expenditures over total income In 
other words, it is a situahon in which a country "is living beyond its means " Such 
imbalance is feasible as long as financing is forthcoming from abroad Aside from 
multdateral and bilateral ad ,  there currently are five sources of such financmg capital 
repatnation, foreign acquisihon of state-owned concerns, short-run capital inflows, 
foreign direct investment, and proceeds from drug acbvities Of the five sources, the 
first two are one-shot transactions Short-run capital inflows, on the other hand, are 
highly unstable and speculative, since they are determined by differentials between 
domeshc and foreign interest rates Of late, there has been an outflow of funds in 
response to nsing rates in the United States Foreign direct investment takes tune to 
materialize and, in the past, has consisted manly of the purchase of existing assets The 
last source, cocd6lares, is extremely significant Approximately one third of legal 
exports are generated each year from illegal acbvibes 

In the past, the standard response to balance-of-payments disequilibna has consisted of 
sharp reductions of public and pnvate expenditures and steep depreciabons of the sol, 
which in turn have tnggered lower output, falling incomes, and higher inflation Should 
one or more of Peru's current sources of external financing dry up in the near future, the 
Central Bank has adequate foreign exchange at its disposal to head off a major balance-of 
payments cnsis for a couple of years When one thinks longer term, however, one 



cannot discard the possibility of a cnsis of significant proporhons, at least if the country 
conhnues to fa11 to expand legal exports significantly 

+ Exports Are Lunplng Badly 

The current government has proposed an export-led model of economic growth It is 
somewhat ironic, therefore, that exports constitute the Achilles heel of its economic 
program In nornznd terns, the value of exports zn 1994 wzll be lower than zn 1980, 
zn per caprta terns, a wzll be equal appmxlmately to the value reached zn 1950. 
Additronally, exports are heavily dependent on commodities, a constant in the histoncal 
evoluhon of Peru's external sector 

There is evidence of substanhal domestic and foreign investment in tradibonal export 
sectors, especially mining and fishenes As a result, a significant expansion of foreign 
exchange is expected in years ahead For example, it is esbmated that gold exports soon 
will reach approximately US$ 900 million a year -- which obviously will go a long way 
to head off balance-of-payments cnses As a rule, though, mning and fishenes generate 
relatively little employment and are weakly linked with the rest of the economy AgaIn, 
the upcoming boom represents nothing ternbly new enclave produchon has been a 
distmguishmg feature of export-led growth in Peru since the nineteenth century 

None of this is to suggest that Peru somehow is "doomed" to perpetual dependence on 
narrowly based tradihonal exports As experience in newly industrialized Asian countries 
demonstrates, dependence can be lessened through a combination of productrvity 
enhancement in tradihonal sectors and vigorous expansion of rnanufactunng exports with 
higher value added For such a transition to take place, however, two elements are 
essenhal public investments conducive to broadly based growth and a policy 
environment that furnishes appropnate produchon and investment incenhves 

+ The Market Rate of the Sol Is H~gher Than Its Panty Rate 

In contrast to prachce dunng the Garcia administrahon, the exchange rate now is unified 
and determined basically by market forces Shll, the sol's market rate does not reflect 
its panty rate, that is, its market rate is not an accurate indicator of the internahonal 
compehtiveness of domestic producers Dunng the first semester of 1994, for example, 
inflabon rose by nine percent, but the sol depreciated nominally by barely 1 5 percent 
In the second semester, the sol actually has appreciated, even in nominal terms The 
consequence is that Peruvian products have become less compebbve in world markets 

In Peru, the disparity between market and panty rates, which is eshmated to have 
averaged 30 percent since 1990, has its roots in the phenomenon called Dutch dzsease 
Dutch disease occurs when massive inflows of forelgn exchange lead to a sustamed 



overvaluaoon of local currency Short-term capital inflows and, most importantly, 
proceeds from illegal exports, are the man sources of such inflows in Peru Currency 
overvaluabon can bolster the incomes of the poor when they are pnmanly consumers of 
tradeable goods (for example, foodstuffs) and producers of non-tradeables (for example, 
services and simple manufacturing goods in the informal economy) This 
characterization appears to fit the Peruvian case Although a misalignment of market and 
panty rates can have favorable short-term consequences, the consequences m the longer 
term are not so benign, in that susmned overvaluabon leads to generalized misallocatron 
of resources Not only are exports penalized, but production for the domestic market 
also suffers For example, agncultural producers, both of exportables and of home 
products, find it hard to compete with art~ficially cheap foreign subsotutes As a result, 
profitability m the sector decreases, and disinvestment ensues Under these 
crrcumstances, it is not uncommon to find small and medium farmers either leaving their 
land or seelung profitable investment opportunities elsewhere 

Nor is local industry immune When overvaluabon is severe, not even manufactures 
with handsome potenhal to compete internabonally -- texbles, for example -- stand much 
of a chance The upshot is susmned increases in the trade deficit, unemployment, and 
declines in tax revenues associated with lower output 

Although there is consensus that the sol is overvalued relative to its panty rate, most 
observers do not call for forced devaluabon or other drasbc measures Indeed, after the 
chaos of the exchange rate regimes of the recent past, non-inflationary stability sbll 
ments the highest premium Moreover, the optimism generated by the impending mining 
boom has led most to conclude that Peru's exchange rate misalignment is manageable in 
the short and medium run and that, little by httle, the d~spmty between the sol's market 
and panty rates can be reduced What continues to be nettlesome, however, is the 
narrowness of Peru's export base, both product and employmentwise This problem, 
which is structural in character, will not go away by itself Rather, publlc investments 
are called for both to lower the costs of entry of the poor into export industries and to 
rase the produchvity of labor across the board 

+ The Fmanclal Sector Is Fragrle 

Some banks -- most notably, Banco de Cridito and Banco Wiese -- are doing extremely 
well The two giants now hold 51 percent of all deposits, up from 32 percent in 1990, 
thus suggesbng that substantial market concentrabon has taken place Other banks are 
saddled with high propomons of loans of doubtful recovery, and most banks have high 
unit operating costs The typical response to such problems is to hike loan rates Hilung 
rates is an option because of the oligopolist~c structure of the market, on one hand, and 
the high floor that international lenders -- ever sensitive to perceived country nsk -- 
impose on domestic rates, on the other The bottom line is that rates on sol-denominated 
loans continue to be very high, and act as a deterrent to domeshc investment 



Margins of intermediation in Peru are among the highest in the region Accordingly, the 
recent announcement that several foreign banks awat approval to launch operabons in 
Peru would appear to be a positive development Time will tell, however, whether the 
entry of foreign enbhes -- which generally are blessed with unimpeded access to funds 
from their home offices and other banks abroad, are relabvely free of reserve 
requirement constrants, are endowed with highly efficient, computenzed systems, and 
are less burdened by low-quality portfolios -- will threaten the very existence of the 
domesbc banlang system 

+ Income Dlstrlbutron Is Extremely Skewed 

Inequity is a disbnguishing feature of the Peruvian economy Major attempts at 
redistnbubon in the recent past -- by Velasco from 1968 to 1975 and by Garcia from 
1985 to 1990 -- backfired due to heavy intervenhon~sm that ulhmately led to 
hypennflabon The final tally is unmibgated dlsaster from I973 to 1993, real zncome 
per fmzly  dropped an avenge of 73 percent Ironically, evidence suggests that the 
well-off were spared such misfortune In times of hypennflabon, the nch and the upper 
middle classes normally can protect their wealth by purchasing non-monetary assets and 
by speculabng in the foreign exchange market 

To be far, there is no evidence, so far, that the pro-market economic reforms in place 
smce 1990 are ameliorabng economic inequality If anythmg, mequality may have 
worsened From 1992 to 1993, the take of enterpnse owners (profits) rose from 50 to 
55 percent of total nabonal income, at the same bme, the take of workers employed in 
the formal sector (wages) dropped from 15 5 percent to 13 9 percent Some current 
policies also may be fueling asset concentrabon -- for example, the government's 
acceptance of its outstanding debt as payment for state-owned concerns, which effecbvely 
confers enormous advantages on parties who have bought Peruvian debt in secondary 
markets at hefty discounts 

Some will argue that income and asset concentrabon does not pose an insurmountable 
problem provided that government policy is successful in bnnging about vigorous 
economic growth In this view, the nsing bde of growth will lift all boats, including 
those of the poor Implicit here is the assumpbon that economic growth will be 
conducive to the massive creation of high-producbvity jobs Unfortunately, Peru's recent 
pattern of growth does not bear this assumpbon out Two lead sectors of the recovery, 
mining and fisheries, are capital-intensive industnes, while construchon employs manly 
unslalled labor In addition, the few rnanufactunng industnes that have completed the 
updabng of their production techniques have rased productivity at the expense of 
employment Overall, the rnanufactunng sector em#oys fewer workers today than it did 
in 1990 In 1990, manufactunng offered close to 90 percent of the jobs a had 
generated En 1979, by 1994, the percentage had fallen to jt& 62 percent 



The bottom line of this discussion is that the economic policy mix of the current 
government may require modificabon if it is to improve income distribution and to lower 
the mind-bogghng levels of unemployment and underemployment that currently 
charactenze the Peruvian economy Unless these structural problems are addressed, 
broadly based economic growth will reman lllusory The combination of the disparity 
between the market and panty rates of the sol and the artificially high costs of investment 
financing favors the conbnuabon of Peru's hstoncal pattern of growth narrowly based 
export industrres that are capital-intensive m character and, if anything, protect profits 
by squeezing wages The pohcy package must be altered to reverse the incenbves 
aganst the development of potenbally compebbve labor-intensive industnes -- which, in 
the final analysis, boils down to msing the produchvity of labor 

3 2. PRODUCTIVE SECTOR CONSTRAINTS AFFECTING FOOD SECURITY 

This secbon discusses constmnts that affect Peru's producbve sectors Because of the focus on 
food secunty, the lion's share of attenbon is given to constmnts affechng the country's 
agncultural sector 

+ The Profitab&ty of Agnculture Is Low 

Although there appears to have been improvement in 1994, agnculture has not evidenced 
high returns in recent years In 1991-92, corn, cotton, nce, and wheat all are eshmated 
to have been unprofitable In 1992, returns to potato production were barely positive, 
1 7 percent, a substanbal improvement over the negahve 12 4 percent return registered 
In 1991, but a rate hardly compebbve with returns elsewhere in the economy 

In addition to the economy-wide constrants discussed above, a number of sector-specific 
factors help to explan the relabvely low profitability of agnculture Perhaps most 
fundamental is the sorry state of econormc infrastructure in rural areas Peru's 
countryside is charactenzed by detenorabon of roads, lack of electricity, and Inadequate 
water, especially in the Sierra, all of whlch affect negabvely the profitability of 
agncultural acbvihes Low returns also are associated with mznzfindzsmo, a phenomenon 
that evolved historically not only from populabon pressures on arable land, but also from 
the widespread exclusion of peasants from areas best suited for culbvation Of a total 
of approximately 1,540,000 economic units in the agncultural sector, it is eshmated that 
71 percent are less than five hectares, and that they cover just 12 percent of the 
cultivated area of the country Most small farms are not v~able economically on the 
coast, 71 percent are estimated not to be viable, whlle the corresponding estimates for 
the Sierra and Selva are 90 and 80 percent, respectively In general, mznzfu~zos occupy 
lands of the poorest quality, have inadequate imgabon, and are located far from major 
markets As a rule, technology is primitive and outdated, and soils often are eroded 
Yields typically are very low, and farm fanulies consume substantial pomons of their 
producbon themselves Perhaps the most visible concentrabon of mznzfindzsmo is found 



in the approximately 90,000 comunzdades campesznas concentrated pnmmly in the 
central and southern Sierra and compnsing substanbal numbers of Peru's extremely poor 

+ Prospects for Extending Cult~vat~on Are Poor 

On the coast and in the Selva, arable land is underused, in the Sierra, it is overused 
Overall, the raho of arable land to populabon in Peru is 0 40 hectares per capita, roughly 
half the level esbmated by experts for food self-sufficiency If current trends conhnue, 
the raho will drop to 0 13 hectares per capita by 2005 If all remaning arable land on 
the coast and in the Selva were brought under culhvation, the ratio would nse to 0 27 
hectares per capita 

The supply of arable land m the country has suffered and conbnues to suffer from two 
phenomena Fust is the rapid pace of urbanzzahon that Peru has sustamed since the 
1940s In many instances, urbanizabon has evolved chaobcally, at the expense of valley 
lands propibous for agnculture The other phenomenon is sod emston On the coast, 
it is esbmated that 141,000 hectares -- or 18 percent of total culbvated area -- are 
affected senously by problems of salinity and dranage In the Sierra, the situabon is 
worse 800,000 hectares -- or 60 percent of arable land -- are estimated to be affected 
by erosion In general, soil eroslon is more acute in lands inhabited by poor farmers, 
especially in the Sierra In that region, it is eshmated that farmers have overexploited 
600,000 hectares to the point of severe ecological damage Fortunately, although theu 
adopbon has not been that widespread, proven pracbces do exist for poor Sierra 
households to conserve soils and increase producbvity and income (see the discussion of 
PRONAMACHS below) 

Among the program opbons avalable to increase arable land is investment in rural 
infrastructure, especially roads At the moment, Peru is embarked on a major program 
of road repar and new construcbon, facilitated by loans from the Inter-Amencan 
Development Bank and the World Bank Significantly, the program contemplates the 
rehabihtabon of roads that link areas of agncultural production -- especially areas located 
in the Selva -- with man highways leading to large urban centers If the program 
matenahzes, the supply of agncultural products likely will increase, and significant 
savings will be realized 

On the coast, sizable increases in arable land will come about only if major irngabon 
projects launched years ago are brought to completion There are two compelling 
arguments for not rushing headlong to complete them, however First, the task would 
be very expensive it is esbmated that a total of US$ 6 6 billion, the equivalent of 20 
percent of GDP, would be required Second, evidence suggests strongly that the projects 
in quesbon actually yield very low returns The onginal feasibihty studies have not been 
updated and rely on unrealistic assumphons concerning avalability and use of water, 
product profitability, market demand, etc Moreover, the objective of many of the 



projects has not been to minimize costs, but to maximize water supply per area Also, 
ecological factors often have been ignored Examples of projects that have susbned 
ecological damage include Tinajones, Chira-Piura, and San Lorenzo 

+ Use of Agncultural Technology Is Sub-Optimal 

Agncultural producbvity could increase markedly if improved technology currently 
avdable enjoyed widespread use Both demand and supply constrants have acted as 
barners to technology development and diffusion 

On the demand side, government policies have undermined the profitability of agnculture 
for decades Under such circumstances, it is natural for producers to exercise caubon 
in adoptmg what they perceive to be nsky producbon techniques Although the current 
administrahon has eliminated a number of distomons aganst agnculture, the imbalance 
between the market and panty rates of the sol conbnues to dampen investment in the 
sector Avalable evidence suggests that only a limited number of crops are profitable 
under the exisbng structure of relabve pnces The crops m quesbon are pnmanly export 
crops blessed by low operating costs and natural comparative advantages 

On the supply side, the econormc cnsis of the 1980s vutually dismantled agncultural 
research and extension programs in Peru Funding for agncultural development shrunk 
markedly, especially funding for research and extension Despite budget austerity, a 
number of programs -- bean, corn, potato, nce, and wheat programs, for example -- did 
succeed in attrachng support and yielded high returns In the end, though, the programs 
could not be sustarned Factors contnbuhng to thex demise included polibcal 
interference, uncompetibve salaries, high turnover of personnel, and bureaucrabzabon 

The Fujimon admin~strahon is encouraging the pnvate sector to assume a leadershp role 
in the generahon and transfer of technology, but the jury sbll is out on the future of this 
strategy Perhaps the most significant constrant to whatever strategy is adopted in the 
future is the prolonged absence of inshtubonal continuity in past approaches to 
agncultural research and extension stnce 1960, agncultuml research and extenwon has 
taken place under 16 dgferent z n s t z t u o n  fmeworksr  Perpetual reinvention of the 
inshtutional wheel obviously does not augur well for sustamability Finally, little 
attention has been pad to the poor state of agncultural research in Peruvian universihes 
For the most part, universities are so strapped financially that research does not receive 
high pnonty 

+ Water &ghts Legislation Is Inadequate 

At present, a total of 1 3 milllon hectares -- or 35 percent of arable land in Peru -- falls 
under irrigation The Peruvian government is the sole owner of nghts to water, and 



issues licenses to users Despite the scarcity of the resource, l~censes are pnced very 
low Consequently, water is used inefficiently and little incenbve exists to invest in 
imgation improvement 

The current government has prepared legislation defining a new system of water use 
nghts Under the new system, water would become a pnvate, tradeable good In 
essence, the responsibility for pncing and allocating water would fall to the market The 
government's proposal has met intense opposition One objechon is the contention that 
the new system favors mdividual nghts -- especially those of big producers -- over those 
of producer organizations There is also concern that the new system will divert water 
away from agriculture toward urban centers and economic activibes such as mining and 
industry The issue of water nghts is highly sensibve polibcally, thus malang its 
resoluhon unlikely before the presidenbal elecbons of Apnl 1995 

+ The Agricultural Workforce Is Dormnated by "Znfonnales" 

The agncultural labor market mirrors labor condibons in the country at large Dunng 
the last two decades, the number of salaned workers in Peru has shrunk relative to the 
number of workers under mformal arrangements In rural areas, populabon pressures 
and low mznzfundzo incomes have triggered an explosive increase m the supply of 
seasonal labor The sheer size of the agncultural workforce, together with its 
geographical dispersion, inhibits workers from organizing themselves to extract better 
terms from employers If anythmg, the break-up of coastal cooperabves has made matters 
worse, since seasonal workers now must contend with small employers who prefer to use 
family labor over salaned workers When in need, employers hire labor only for short 
penocls of time, normally less than a week 

The high proportion of seasonal workers in the agncultural workforce largely explans 
the very low real Encomes that accrue to agncultuml labor At the same bme, the 
structure of the market poses significant problems for the enforcement of labor laws 
For example, the law stipulates that agncultural workers -- like workers in any pnvate 
firm -- are elig~ble for benefits such as vacabon, profit shanng, social security, etc In 
practice, agncultural laborers commonly work for more than one employer dunng a 
given week, thus malung it easy for individual employers to ignore their obligabons 
Minimum wage laws also are very difficult to enforce, espec~ally in the Sierra To gan 
legal recourse, workers typically must travel to urban areas to present their complants, 
which can be costly both in time and in income foregone In addition, the resolubon of 
conflicts takes time, and outcomes are uncemn 



+ Resolution of Land D~sputes Is a Mqor Constraint 

Dlspute resolution is a significant problem not only for labor, but also for land The 
bottleneck IS not the law per se, but the fact that so few parcels are registered and htled 
For example, of the 5,022 comunzdades cumpesznas officially recognized In September 
1993, only 1,004 were htled More broadly, of all legal cases brought to the Agranan 
Tnbunal ln that year, 70 percent had to do wlth land clam disputes To comphcate 
matters further, legal authonhes also must contend wlth clams from the approximately 
120,000 famllies that fled thar properbes dunng the worst years of the campargn agarnst 
armed Insurgency 

Inadequate reglstrahon of parcels and problems of land htling smother the development 
of financial markets In the countryside Commercial creditors are reluctant to lend large 
sums of money to borrowers who do not have adequate collateral When they do, 
frnanclal enhhes must be prepared for possibly lengthy and costly foreclosure procedures 
In principle, a number of problems associated with credit provision could be addressed 
by obllging borrowers to purchase Insurance policies to protect banks agarnst nsk The 
Insurance market In Peru IS not well developed, however As a rule, rnsurance 
companies are reluctant to offer such policies at reasonable cost 

+ Formal Fmanclng of Agr~cultural Actlvltles Is Scarce 

The collapse of the Banco Agrano ellmlnated the man source of formal financing for 
agriculture Although its closure opened up opportunihes for commerclal banks, very 
few are achve In lendlng to the sector In the past, the Banco A g m o  was so domlnant 
that, for all practical purposes, commerclal banks are newcomers to the field, and lt wlll 
take them time to become acquanted with the pmcular charactenshcs of agncultural 
borrowers At the moment, commerclal banks finance pnmanly export acttvihes 

The government is promohng the establishment of cajas rurales, but progress to date has 
been panfully slow only SIX cajas are In operation with loanable funds of just US$ 10 
mlllion For now, the slack IS being met by FONDEAGROS and markehng agents such 
as Input suppliers and traders Neither are efficient mechanisms of financial 
intermediahon FONDEAGROS, whlch IS financed by revenues from agncultural import 
surcharges (see below), IS mnted by political patronage and has a poor record of loan 
collechon It has been es~mated that as much as 50 percent of its loan portfolio is 
overdue Credit furnished by marketmg agents is sporadic and linked to demand only 
for specific products, in other words, it does not represent a "line of cred~t" that a 
borrower can renew for other crops or productrve activitres, nor does it establish any 
lund of a worlung relahonship wlth a credlt agency Flnally, nelther intermediary IS 

concerned with savings mob~l~zat~on 



+ Coca Cultivation Has Adverse Effects 

Although coca cultivahon has msed farmer mcomes, the effect on the economy as a 
whole largely has been adverse First, the illegality of coca production and the danger 
Inherent in growing it mse transactions costs for farmers Second, the coca economy 
has bred violence and undermined state inshtutions, especially the police and judiciary 
Third, coca has replaced other crops -- for example, coffee Fourth, evidence points to 
extensive ecological damage from coca culhvabon In the last ten years, it IS eshmated 
that 200,000 hectares have been allocated directly to coca culbvabon, which has led to 
a process of deforestabon affectmg 700,000 hectares 

+ Geographical Isolation Stands m the Way of Integrat~on of Markets 

The effects of geographical isolat~on go beyond low produchvity per se The physical 
isolahon of substanhal numbers of producers from urban centers, together with their lack 
of communicabon with them, often makes the costs of markehng produce to other than 
local markets prohibihvely expensive Even more genencally, the remoteness of so 
many producbon units acts as an obstacle to broad-scale development of backward and 
fornard lznkages Markets reman segmented, and investment in achvihes related to 
pnmary agnculture -- for example, input processing, product packaging, markehng and 
transportation -- fals to receive high pnonty As a result, real incomes tend to remam 
stagnant, effecbve demand is held in check, and the advantages normally denved from 
larger, integrated markets are lost 

+ Marketing Systems Are Inadequate 

Two wholesale markets in Lima determine the pnces of most penshable products of the 
country Most production comes from small farmers in remote areas Farmers sell their 
produce to intermedimes who, in turn, sell to the wholesale markets Most farmers sell 
in small quantities and, thus, do not command much market power Losses are estimated 
at 200,000 metnc tons of penshable produce annually Reasons include poor 
transportabon, overcrowding, pollution, and generally inadequate facilihes 

Once agan, the physical isolation of farmers from markets and the poor state of 
transportation infrastructure emerge as key constmnts to the well-bang of Peru's rural 
poor In addition, most small farmers are not equipped with storage faczluies to give 
them barganing power with intermedimes Furthermore, producers typically have only 
limited znfonnahon on wholesale pnces and transportahon costs The consequence is 
a downward bias of producer pnces aganst producers For their part, intermedimes 
generally transport produce in non-refngerated vehicles Last but not least, both 
producers and consumers suffer from the absence of well established grades and 
standards 



+ Agricultural Import Surcharges Are Counterproductive 

Introduced in 1991 to stabilize pnces and to protect producers of wheat, pasta, corn, 
nce, sugar, and powdered mllk, agncultural import surcharges have faled to fulfill their 
objecbves In the intenm, imports of goods subject to the surcharges actually have 
increased Apparently, the imbalance between the market and panty rates of the sol has 
more than offset the Increase in pnce associated with the surcharges It also appears that 
the system is prone to manipulation by narrowly based interests Producers actually have 
benefitted very little, since surpluses extracted from consumers have accrued largely to 
importers and agro~ndustnalists 

Poor consumers also have been affected adversely For the poor, the foodstuffs that are 
subject to surcharges are major components of household expenditure To the extent that 
markebng intermed~anes are successful in passing on the cost of the surcharges to the 
consumer, therefore, the poor not only are paying more for food than would otherwise 
be the case, but, proportionally, are b a n g  more of the burden than others The 
ol~gopohsbc nature of the food Industry in Peru suggests strongly that this is precisely 
what has happened 

3 3. SOCIAL SECTOR CONSTRAINTS AFFECTING FOOD SECURITY 

Soclal sector programs also can make important contnbubons to food secunty in Peru, and there 
are a mulbplicity of such programs Food assistance programs are the most visible, and their 
Impact on food insecurity is the most direct and Immediate Among tradibonal social sector 
programs, pnmary health and baslc educabon are the most Important from a food secunty 
perspecbve Temporary employment generahon programs, created to asslst the poor to mantatn 
theu access to adequate diets dunng the recent economic cnsls, also contnbute significantly to 
food secunty 

3 3 1. LACK OF COORDINATION AMONG A MULTIPLICITY OF SOCIAL 
SERVICE PROVIDERS AND PROGRAMS 

What comphcates the situabon in Peru is the wlde range of actors involved in social sector 
programs -- numerous central government agencies, regional governments, community groups, 
donor agencies, pnvate firms, and non-governmental organizauons (NGOs) -- and the large 
number of programs that they carry out Coordination among actors is poor In essence, each 
individual actor operates from its own percepbon of Peru's food secunty problem In addition, 
considerable gaps and duplications exist among programs 

The area of food assistance IS particularly complicated A mul~pliclty of institubons are 
Involved m a vanety of programs, often with financial support from several donors NGOs are 



among the most important actors involved in the delivery of food assistance CARITAS operates 
a nahonwide network that distributes volumes of food assistance In excess, at hmes, of those of 
government programs ADRA, CARE, and PRISMA also Import food commodi~es, des~gn and 
supervise food programs, and mobilize donor support for food assistance CARE monehzes 
imported food commodities on the commercial market to generate local currencies for its food 
assistance programs and those of the three other NGOs To help it deal more effecbvely with 
the large quantities of food assistance coming into the country, the Government of Peru created 
a separate agency, the Nabonal Food Assistance Program (PRONAA), to coordinate the receipt, 
transport, and distnbubon of food assistance nahonwide Since its creation, PRONAA has 
become more acbve in the provision of food assistance, and recently has begun to buy locally 
produced foods for d~stnbubon in its programs 

The distnbubon of food assistance through a vanety of different types of programs makes 
program coordination difficult It also makes it difficult to understand the overall dimensions 
of food assistance in Peru and to assess its impact on food secunty Most programs fall Into at 
least one of the following categones 

+ Maternal-Chdd Programs 

PANFAR is one of the most successful food assistance programs in reachlng its target 
groups -- women and children, from birth to 59 months old, at high nsk of malnutnbon 
The program is implemented by the Wnistry of Health with support from PRISMA Its 
objective is to improve the nutntional status of target children and their mothers through 
the delivery of supplemental food and pnmary health care services PANFAR operates 
nahonwide, with 67 percent of its beneficlanes in rural areas and the remander in 
marginal urban areas 

The "Vmo de Leche" program, implemented by the Ministry of Educabon, has a similar 
target group -- pregnant and lactating women and pre-school children -- and also is 
nabonwide in scope "Vmo de Leche " does not provide complementary services as does 
PANFAR, and is not as well targeted (see Subsection 3 3 7) Some also queshon the 
appropnateness of the one commodity -- mllk -- that it rel~es on to achieve nutntional 
impact 

Several other NGOs, including CARE and CARITAS, manage programs directed to 
mothers and pre-school children 

+ School Feedlng Programs 

The Ministry of Education runs a Ministry-funded school feeding program as well as a 
FONCODES-financed program in the poorer areas of the country The target group of 
each program is pnmary school children, and its objectwe is twofold first, to improve 
school attendance and academic performance, and reduce desertion, and, second, to 



improve nutntion The FONCODES-financed program differs from the larger program 
in that it uses specially formulated, high-nutnent foods, involves parents and communities 
in the program, and attempts to evaluate impact 

+ Comrnumty Feedlng Programs 

Several programs provide direct food assistance to the urban poor All use the same 
vehicle -- "comedorespopu2ares " -- that is, community lutchens that self-selected groups 
of women in poor urban neighborhoods have established to provide low-cost lunches to 
theu members or to the general public Taken together, these programs reached over 
one mllion urban beneficianes in 1991 In doing so, they provided a relabvely quick 
and easy way to insure that urban poor people had access to food dunng the worst days 
of the economic cnsis 

+ Income Generat~on Programs 

Several programs are onented to improve the food secunty of rural cornmurubes by 
Increasing the producbvity of their agncultural resource base A pnme example is 
CARE'S ALTURA program, whch is implemented in conjuncbon with PRONAMACHS, 
the Nabonal Watershed and Soil Management Program of the Ministry of Agriculture 
Worlung in the poorest areas of the Sierra -- Cajamarca, Ayacucho, Apunmac, 
Huancavelica, Cusco, and Puno, ALTURA uses food to encourage rural communibes to 
adopt improved agroforestry and soil conservabon techniques Although the number of 
participants is relabvely small compared to participants in community feeding programs, 
improvements in incomes and food secunty generally are susmnable 

Several NGOs also sponsor programs to rase women's incomes through microenterpnse 
acbvibes These programs operate in urban areas and, agrun, the number of beneficianes 
is relabvely small 

Among the traditional social sector agencies within the central government, the Ministry of 
Health is responsible for providing health services to those who do not receive them from other 
sources, namely, the poor and food insecure Within the Ministry, the National Feeding and 
Nutnhon Institute (INAN) coordinates the ~mplementahon of several direct food assistance 
projects The Ministry of Health also is responsible for assessments of Peru's nutntion 
problems Responsibility for pnmary educat~on falls to the Minlstry of Education As noted 
above, the bhnistry of Educahon runs its own school feeding program as well There also exists 
an extensive network of formal pre-schools and non-formal pre-schools with strong community 
involvement (PRONOEI) 



The Government of Peru has set up several temporary employment generahon programs in 
response to the economic cnsis at the end of the 1980s and the beginning of the 1990s In 1991, 
the Government created FONCODES, a social investment fund to finance small producbve and 
social infrastructure projects to provide temporary employment for the poor FONCODES also 
receives significant funding from the World Bank and the Inter-Amencan Development Bank to 
fund projects in health, basic educabon, and other sectoral acbvibes designed to benefit the poor 
Like social investment funds elsewhere in Latin Amenca, FONCODES has a short-term focus 
Its objecbve is to help the poor survive unbl the Peruvian economy is able to respond to the new 
mcenhve structure created by structural adjustment and unhl the capacibes of the Ministrres of 
Health and Educabon improve sufficiently With USAID support, the government also 
developed a special Emergency Social Investment Program (PEIS) Directed by the Nabonal 
Development Insbtute (INADE), PEIS was designed to provide temporary employment to the 
poor dunng the economic downturn Although the pnmary objecbve of the different temporary 
employment programs has been to address problems of transitory food insecunty, it is important 
to note that they have made Investments in producbve and social sector infrastructure in 
previously underserved areas, and, thus, can be expected to contribute to the ameliorabon of 
chronic food insecunty as well 

3.3.2. LACK OF A COMPREHENSIVE STRATEGY FOR ADDRESSING PERU'S 
FOOD SECURITY PROBLEMS 

Another, perhaps more fundamental constmnt is the absence of an overall strategy for 
addressing Peru's food secunty problems, as well as the absence of clear mechanisms for 
pnonbzing them and for channeling government and donor resources to resolve them Many 
who are achve in food secunty in Peru fa11 to view it in all its dimensions -- avalability, access, 
and u b h b o n  -- or to appreciate the complexity of the interactions among them Many also 
appear to have fallen into the trap of equating promohon of food secunty with feeding programs, 
and do not appreciate that many other program acbons are needed to bnng about susknable 
food secunty for food insecure households in the medium to long term 

Food assistance programs, in particular, could benefit from the development of an overall policy 
framework or strategic plan that would set forth the objechves of such assistance, define 
institubonal arrangements, assign pnonhes to target groups, and idenbfy appropnate program 
acbons In the absence of such a policy or strategy, pracbce is largely determined by the 
judgments of individuals and the proclivibes of different agencies Programs also suffer from 
the absence of standard operabng procedures At the moment, for example, many programs 
with the same objectives and target groups vary greatly both in the levels and in the duration of 
the assistance they provide Unit costs, measured in terms of food cost and total cost per 
beneficiary, vary substantially The absence of standards for monitonng and evaluation also 
makes it difficult to set pnonties among programs and to improve their management 

The following is an example of issues that need to be resolved A number of the programs 
discussed above, such as the "comedores populares" and the temporary employment programs 



sponsored by FONCODES and INADE, were designed in response to the increase in transitory 
food insecunty accompanying the economic cnsis at the end of the 1980s and the beginning of 
the 1990s The objective of these programs was to enable poor people to mantam access to a 
mrumum nutnbonally adequate diet, either directly, through access to subsidized meals, or 
indirectly, by creabng temporary jobs for unemployed people Now that the economy has begun 
to recover, the quesoon anses whether the programs should be terminated or whether their focus 
should be shifted consciously to bnng about suskunable improvements in food secunty in the 
medium and long term In answenng the queshon, acknowledgement must be made that not all 
experience has been glowing For example, there is evidence that some of the schools and 
health posts constructed under temporary employment programs do not have teachers and nurses 
to staff them 

3 3 3. DECLINE IN AVAILABILITY OF PUBLIC SECTOR FINANCING 

Publrc sector financing of 
social services declined TABLE 3.1: TRENDS IN SOCIAL SECTOR 
severely during the 1980s SPENDING IN PERU BETWEEN 1970 AND 1990 
By 1990, total central 
government spending had 
plummeted to less than 15 
percent of GDP For its 
part ,  social sector 
spending, which had 
a c c o u n t e d  f o r  
approximately four to five 
percent of GDP dunng the 
1970s and early 1980s, fell 
to 1 9 percent of GDP 

Within the social sector, 
health's share of the 
central government's 
budget remaned farly 
stable at four to five 
percent (or one percent of 
GDP) unbl 1990, at which 
time. it declined to 3 2 ,,,, ,, ,, 
percent (or 0 5 percent of 

SHARE OF TOTAL SPENDING (%) 

Health 

Educabon 

Total 

U S DOLLARS PER CAPlTA 

Health 

Educat~on 

Total 

SHARE OF GDP (%) 

Health 

Educat~on 

Total 

GDP) ~easured on a per 
capita basis, spending by 
the central government on health increased from about US$ 5 m the early 1970s to US$ 14 in 
the early 1980s, and then declined to US$ 8 by 1990 Allocations to education, on the other 
hand, have declined more sharply, from 17 to 19 percent of total central government spending 

1970 1975 1980 1985 1990 

5 5  4 7  4 7  4 4  3 2  

188 175 133 11 8 9 7  

243  2 2 2  1 8 0  1 6 2  129 

5 2  1 0 1  1 2 7  7 9  8 3  

177 3 7 6  3 5 7  2 1 3  2 5 0  

22 9 47 7 48 4 29 3 33 3 

NA NA 2 2 9  23 5 144  

0 9  0 9  1 1  1 0  0 5  

3 2  3 4  3 0  2 8  1 4  

4 2  4 4  4 1  4 8  1 9  



at the beginning of the 1970s to about 13 percent at the end of the decade and dunng the 1980s 
Measured as a share of GDP, the figures tell a similar story In the first half of the 1970s, 
educauon expenditures were equivalent to 3 5 percent of GDP The share dropped to 2 5 to 
three percent thereafter Per capita spending on education has fluctuated considerably, but, in 
general, increased from an average of US$ 26 in the 1970s (with notably high expenditures 
dumg the middle of the decade) to $34 between 1980 and 1986, before falhng to $25 in 1990 

3 3.4. EXCESSIVE RELIANCE ON FOOD ASSISTANCE 

Food assistance to Peru 
increased by almost 300 200 

percent between 198018 1 
and 1991/92 (from 123 160 

thousand metnc tons to 
484 thousand metnc tons), 1 101, at the same bme that the 
volume of food assistance 
worldwide grew by only 
47 percent The Uruted 
states, the major food 
donor. increased the value o 
of its assistance by almost 
200 percent between 
1980181 and 1991192) and FIGURE 3.1: TRENDS IN U.S. FOOD ASSISTANCE TO 
by 136 percent in the three PERU 
years from 1990 to 1993 
Food assistance also 
became a more Important component of USAID/Peru's portfolio, increasing from an average of 
54 percent of the total portfoho dunng the 1980s to an average of 75 percent dunng the penod 
1990-1993 

Two addit~onal statisbcs give an even better idea of the importance of food assistance to the 
country In 1991, food assistance programs provided over 226,000 metnc tons of food to at 
least nine million beneficlanes In the same year, central government budget allocabons to the 
Mnistnes of Health and Educahon came to US$186 million and US$246 million, respechvely, 
donor food assistance resources totaled at least $150 milhon 

Large quanhties of food assistance have been both an advantage and a disadvantage Food 
assistance has made a posibve contnbubon to food secunty in the country At the naoonal level, 
it has helped increase the overall supply of food avalable, which has helped moderate pnce 
increases, thereby malung food more affordable for poor households Food assistance programs 
also have had a direct impact on household and individual food secunty through a vanety of 
dlrect dlstnbution programs, including mother and child health, school, and community feeding 



programs The drawback of large quanhbes of food assistance is that it probably has encouraged 
the tendency to equate food secunty with feeding programs and, thus, led to excessive reliance 
on food assistance as a soluhon to Peru's food insecunty problems The avalability of food 
assistance also has contnbuted to the climate of "aszstenczalzsmo " in Peru, both at the nabonal 
level and at the household level 

3.3.5. INSUFFICIENT ATTENTION TO COMPLElWENTARY HEALTH AND 
EDUCATION PROGRAMS 

Tradibonal social services have an important role to play in the alleviabon of food insecunty in 
the short, medium, and long run If food is uhlized properly, the result is improved nutnbon, 
if not, food that is avalable and accessible is wasted In Peru, poor dietary and sanitary 
pracbces and poor health are the pnmary constrants to proper food ublizahon Improvements 
in health status can have an immediate impact on the ability of both children and adults to ublize 
better whatever food is avadable Nutnhon educabon, if focused on proper breast feeding and 
weaning practices, can have a major Impact in reducing the hlgh rates of chronic malnutnhon 
among small children in Peru In the medium and long term, improvements in health and 
educahon also are required to rase the productivity and incomes of the poor and, thereby, 
increase therr access to food 

In the design of food assistance programs in Peru, insufficient attention generally has been pad 
to the importance of complementary health measures, micronutnent supplementabon, and the 
promohon of better health and nutnhon prachces, including breast-feeding, weaning, and child 
growth and development monitonng In addibon, health and nutnhon programs have not been 
integrated well either conceptually or operationally with temporary employment and other 
programs designed to improve poor families' access to food 

3 3 6. GEOGRAPHICAL AND CULTURAL BARRIERS TO THE DELIVERY OF 
SOCIAL SERVICES 

Peru's difficult topography, in combinahon wlth poor transportation, communicahons, and 
logishcs systems, presents major obstacles to the delivery of food assistance as well as health, 
education, and water and sanitation services Geographical isolation is especially pronounced 
in the central and southern Sierra, where terronst acbvities have conshtuted an additional threat 
By restnctmg access to and from rural areas, especially in the Sierra and Selva, geographical 
bamers also have contnbuted to keeping Peru's large non-Spanish-spealung populahon relabvely 
unassimilated into the national economy As a result, social sector programs must be mlored 
to a wide range of ethnic, cultural, and linguistic differences, complicating service delivery even 
more 



3 3 7 POOR TARGETING OF SOCLAL SECTOR INVESTMENTS AND 
SERVICES 

Peru's social sector public policy choices have contnbuted to senous inequities in levels of 
development between urban and rural areas and among different regions of the country The 
dispanty is especially noticeable in the distnbubon of schools, health facilities, and potable water 
and sewerage systems As the data presented in Chapter 2 indicate, the great majonty of the 
extremely poor, who live in the Sierra, also enjoy limited access to basic social services such 
as educabon, water, and sanitabon More recent data from the 1993 Census of Housing and 
Populahon make clear that there also are major dispanhes in the avalability of public services 
among geographic regions the percentage of households with access to basic services is 
partxularly low in Cajamarca, m the four Departments of the southern Sierra that make up the 
Trapeczo Adzno -- Apunmac, Ayacucho, Cusco, and Huancavelica, and in Huhuco, Amazonas, 
and Loreto (see Table 3 2) 

Food assistance also appears poorly targeted Most food does not go to the rural Sierra, which 
is the area of the country where the majonty of Peru's extremely poor live Further, what food 
assistance does reach the Sierra does not appear well targeted to the poor or extremely poor 
In fact, analysis of data from the 1991 Living Standards Survey suggests that only in Lima is 
food assistance relabvely well targeted In Lima, 74 percent of the extremely poor and 37 
percent of the poor receive some form of food assistance In contrast, only 6 5 percent of the 
non-poor benefit In rural areas of the Sierra, only four percent of the extremely poor and only 
four percent of the poor benefit from food assistance programs In fact, of all food assistance 
provided in the rural Sierra, it is eshmated that 44 percent is captured by non-poor people 
Finally, different programs differ in their effecbveness in reaching intended target groups For 
example, an examination of "Vmo de Leche" beneficlanes suggests that the program is less 
successful in reaching its intended target groups than in reaching others Although it ams to 
reach children under six and women, the largest propomon of its beneficianes are school-aged 
children Fifty percent of beneficianes fall between the ages of six and 14, and only one in four 
is less than six years old In addition, nearly 20 percent of beneficianes are not poor 

3 3 8  INSTITUTIONAL CONSTRAINTS AFFECTING PUBLIC SECTOR 
DELIVERY OF HEALTH CARE SERVICES 

Dunng the last decade, the Government of Peru expanded its pnrnary health care infrastructure, 
including infrastructure in previously underserved areas of the country Between 1980 and 1990, 
the number of health care centers increased by 60 percent, and the number of health posts 
doubled The challenge now is to improve ublizatlon of the infrastructure and to reallocate 
resources to achvities that are essenhal for preventive care, especially health educabon and 
community outreach Many health centers and posts are poorly equipped and manmned Some 
have no electricity and running water, and avalable equipment often is obsolete or defective 
In 1990, one quarter of all centers could not operate due to lack of equipment The distnbuhon 
of health care staff also is a problem There are ten hmes more health professionals in Lima 



than in the least developed regions In some regions, in fact, as many as three of every four 
health centers do not have a physician, and as many as one of every three posts has no staff at 
all Shortages generally affect isolated facilihes the most, precisely the facilihes that tend to 
serve rural poor people and indigenous groups Finally, pubhc sector health care professionals 
have been affected adversely by the decline in real civil service wages The decline in earnings 
has caused morale problems and led to work stoppages and senous staff shortages, even at 
crucial bmes 

3.3.9. INSTITUTIONAL CONSTRAINTS AFFECTING PRIMARY 
EDUCATIONAL ATTAINMENT, ESPECIALLY IN THE SIERRA 

Sechons above make passing reference to the relahvely low educational attamment of the poor 
and extremely poor, the decline in public sector spending for educabon, and the relahvely 
limited access of food insecure Peruvians to educahonal services In recent years, evidence has 
mounted worldwide regarding the high economic returns to investments in broadly based pnmary 
education Not only does pnmary education provide literacy and numeracy and enhance the 
marginal producbvity of labor, it also gives people more wherewithal to take charge of then- 
lives Expanding girls' educabon appears to be especially efficacious in bnnging about lower 
ferhlity and better health and nutnhon It is fittmg, therefore, to conclude this chapter by 
pulhng together avalable evidence on the close relahonship between educahonal attanment and 
food secunty in Peru, and the major constrants to be addressed 

First of all, a recent study by the Ministry of Education demonstrates that Peru is no excepbon 
to the rule of high rates of return to investments m pnmary education Returns are esbmated 
to be high throughout the country, with returns in rural areas substantially higher than in Lima 
On the negative side of the ledger, Peru is similar to other parts of the world in its substanbally 
higher rates of illiteracy for women than for men in 1991, for example, 10 5 percent of rural 
Sierra women 15 to 19 years of age are estimated to have been illiterate, the corresponding 
estimate for rural Sierra men of the same age is 1 7 percent 

All avalable evidence supports the hypothesis that poor educabonal atkunment correlates very 
closely with poverty As one might expect from Chapter 2, the populahons that evidence the 
lowest educahonal attanment are residents of the rural S~erra, non-Spanish speakers, and 
women As one also might expect, geographically it is not only the Sierra that suffers from low 
educahonal atmnment, internal inefficiency, poor educational quality, uncertified teachers, and 
schools without electricity, water, and sewerage, these charactenstics descnbe the Selva as well 

In sum, improving food secunty depends on improving the access of poor people to basic 
educahon and reducing illiteracy, especially in rural areas and among women Although Peru 
has experienced an impressive expansion in pnmary enrollments in recent years, it also has 
suffered a major decl~ne in expenditures per student and an exodus of traned teachers from the 
system Very little infrastructure is manmned, and supplies of textbooks and school matenals 
are woefully inadequate Repemon rates are high, particularly in the early grades, which 



greatly increases the costs of advancing students from one grade to another There are wide 
dispanhes in educahonal atmnment and efficiency among regions and between urban and rural 
areas Departments with the poorest educahonal atkunment tend to have the highest propomons 
of uncerhfied teachers and schools without electricity, water, and sewerage For example, the 
Department with the lowest percentage of students complehng sixth grade is Ayacucho (28 
percent), which also has one of the highest percentages of uncemfied teachers (65 percent) 
Rural areas, especially in the Sierra, have proporhonally the highest numbers of students 
repeating grades In Ayacucho, it takes 15 student-years to produce one graduate from the sixth 
grade, two and a half hmes what would be required in the absence of repehtion and dropouts 



TABLE 3 2 SOCIOECONOMIC INDICATORS BY DEPARTMENT IN 1993 

DEPARTMENT 

TOTAL 

VERY POOR 

1 HUANCAVEUCA 

2 APURIMAC 

3 CAJAMARCA 

4 HUANUCO 

5 AMAZONAS 

6 AYACUCHO 

7 LORETO 

6 CUSCO 

POOR 

9  PUN0 

10 SAN MARTIN 

11 PASCO 

12 ANCASH 

13 UCAYAU 

14 JUNIN 

Total 

22639443 

400376 

396098 

1297835 

678041 

3541 71 

51 2438 

7361 61 

1066495 

1 103689 

572352 

239191 

983546 

331824 

10992993 

NUTRITION 

Percent School 
Children 

Chron~cally 
Malnourished 

483  

71 9 

68 6 

65 5 

622  

641 

64 2 

597  

60 0 

53 6 

5 2 0  

574  

54 3 

5 2 3  

585  

POPULATION 

Percent 
Urban 

70 1 

26 1 

35 1 

24 7 

38 6 

35 5 

48 1 

58 0 

45 9 

39 2 

60 8 

58 9 

57 4 

65 1 

65 5 

Percent 
Rural 

29 9 

73 9 

64 9 

75 3 

61 4 

64 5 

51 9 

42 0 

54 1 

60 8 

39 2 

41 1 

42 6 

34 9 

34 5 

EDUCATION 

Illiteracy Rate 

Total 

128  

34 1 

36 9 

27 2 

247 

199  

32 7 

108  

25 4 

22 2 

125  

152  

21 1 

9 6  

134  

Total 
Housing 

4427517 

8761 9 

84776 

250459 

131332 

65801 

114555 

113114 

221168 

269778 

106257 

46782 

198857 

55436 

210878 

Percent 
Without 

Publ~c 
Drinkim 
Water 

53 3 

87 7 

82 4 

81 9  

80 9 

80  6  

73 1 

70 7 

71 7 

83 8 

73 8 

73 8 

59 9 

80 0 

55 5 

HOUSING 

Percent 
Housing 

Recsriws 

31 1 

29 4 

38 5 

17 2 

34 2 

26 2 

28 3 

58 9  

34 0 

44 0 

28 9  

16 5 

34 4 

37 1 

10 9  

Male 

7 1 

18 7 

21 5 

14 9 

14 5 

11 0 

1 8 0  

7 0 

14 3 

10 9 

7 6 

7 8 

11 8 

6 9 

6 3 

Female 

18 3 

47 7 

51 5 

39 0 

346  

29 4 

4 5 8  

149  

3 6 4  

32 9 

18 5 

22 8 

29 8 

12 6  

20 2 

SERVICES 

Percent 
Without 

Sanitation 
Services 

60 0 

94 2 

87 8 

85 9 

81 5 

84 9 

85 5 

71 1 

76 5 

87 9 

80 8 

79 3 

68 8 

80 7 

69 2 

Percent 
Without 

flrctr~uty 

45 1 

80 6 

80 4 

82 8 

74 7 

82 3 

74 3 

51 5 

57 6 

80 0 

62 5 

54 4 

55 0 

51 9  

42 1 



TABLE 3 2 SOCIOECONOMIC INDICATORS BY DEPARTMENT IN 1993 (Continued) 

DEPARTMENT 

REGULAR 

15 PlURA 

16 LA UBERTAD 

17 MADRE DE DlOS 

18 LAMBAYEQUE 

19 1CA 

ACCEPTABLE 

20 AREQUIPA 

21 TUMBES 

22 MOQUEGUA 

23 TACNA 

24 UMA 

25 CAUAO 

1 NUTRITION 1 EDUCATION 

Percent 
Rural 

Percent School 
Chlldren 

Chronically 
Malnourished 

lll~taracy Rate 

HOUSING 

Total Percent 
Houslng Housing 

Precar~ous 

SOURCE FONCODES Based on data from IN€ r Populat~on and Houslng Census of 1993 and the Mlnlstry of Educetion s Census of School Chlldren s Heights In 1993 

SERVICES 

Percent Percent 
W~thou t  W~thout 

Publlc Sen~tstlon 

Water 

Percent 
W~thout 

Elactr~clty 



CHAPTER 4: PROPOSED FOOD SECURITY STRATEGY 

4.1. CENTRAL FOCI 

Of the three rubncs of food secunty -- avalability, access, and uhhzahon, lack of access is the 
root cause of food insecunty In Peru In other words, Peru's food znsecunty as more than 
anythzng else a questton of poverty If poverty can be alleviated, lack of avadabll~ty and poor 
ubhzabon can be addressed as well 

In what follows, a strategy IS outhned that attaches h~ghest pnonty to poverty allev~abon As 
discussed in Chapter 1, however, poverty alleviabon IS a medium- to long-run phenomenon 
In the short to medlum run, large numbers of Peruvians wdl conbnue to be malnounshed or at 
nutnbonal nsk In parhcular, substanbal numbers of young chrldren wlll conbnue to be 
vulnerable to irreversible physiological damage unless measures are taken to enable them to 
benefit from whatever food to which the Incomes of thelr households give them access As a 
consequence, the proposed strategy's pnmary focus on income generabon for the poor wdl be 
complemented by a focus on utlllzabon, especially on Peru's most nutnbonally vulnerable 
population, children less than three years of age either currently malnounshed or at hgh 
nutritional nsk 

The absence of an explicit focus on food avalabihty is not to say that it is unimportant Agan, 
lack of food access -- that is, lack of purchasing power -- IS the fundamental cause of lack of 
food avadabihty m Peru If Peru's poor were not poor, that is, ~f they could translate ther 
nutnbonal needs mto effecbve demand for food, food avdabihty would increase markedly 

4 2. VISION OF PERU IN 2010 

It is one thlng to list constmnts to food secunty, it IS another to suggest appropnate solubons 
Different responses to the constmnts discussed in Chapter 3 will have d~fferent consequences 
It therefore is important to have a clear idea of what Peru Ideally wlll be like in 15 years ~f 
things go reasonably well between now and then W~th such a vlsion, more informed decls~ons 
can be made on pnonbes for policy and program responses 

A reallstlcally optlmlstic vlsion of Peru In 2010 arguably would have the followmg 
charactenstics 

+ Extreme poverty will have declined substantially, but recognizable pockets st111 will exist 
in the rural Sierra and in the barnos margznales of Lima 



The pressure of populabon on agncultural land will decrease, especially in the Sierra 
A marked consolida~on of land holdings will take place, but not anywhere near the scale 
pnor to the land reform 

The populahon that abandons farming, together with the natural increase of today's rural 
population, will be absorbed principally in secondary and ternary cihes throughout Peru, 
that is, in the 33 cibes currently of 20,000 to 100,000 people, as well as in other 
provincial and district towns that grow to that size Lima will grow, but its rate of 
growth will slow considerably In contrast, migrahon to cities in the Selva will 
accelerate In sum, Peru's population will become more urbanized, but less concentrated 
in the capital city 

Pnmary agnculture wfl grow, but less rapidly than other sectors Backward and 
forward linkages with pnmary agnculture will take on much more significance Peru's 
secondary and ternary ciQes will be the base of expanded and more efficient agncultural 
input, processing, and markebng industnes In short, pnmary agnculture and its 
ancillary industnes will be modem and productive 

Social sector investments llkewise will be concentrated increasingly in secondary and 
ternary cihes Basic education, pnrnary health, and nutrition services wlll be adequate 
to meet population growth in those locales Reahshcally, budgets will not be adequate 
to meet the social sector service needs of people in isolated rural areas 

The pnmary public investment in rural areas will conhnue to be roads, both trunk roads 
to connect secondary and tertiary cibes with pnmary cities and access roads to connect 
presently isolated areas with secondary and tertiary cities These investments will 
promote not only increased agncultural production, but also growth in agncultural value 
added, increased economic activity in other secondary and terhry sectors, and more 
broadly based use of education and health services 

The growth of secondary and ternary cities will bnng with it decentrahzahon of 
economic power The power of the purse will shift markedly away from Lima Local 
governments will become much more achve protagonists of development 

Peru will become a much more active exporter of agncultural and other products 
Proportionally, currently non-tradibonal exports will take on much more importance 
Through Increased involvement in free trade arrangements, Peru will specialize in areas - 

where it has comparative advantage In other words, it will be less food self-sufficient 
but more food secure 

- 

Peru's growth trajectory will become more steady In contrast to the histoncal pattern 
- 

of boom and bust, Peru will grow more modestly than in some recent years, but more 
predictably - 



4.3. PRINCIPLES FOR SETTING mJTURE FOOD SECURITY PRIORITIES 

The idenbficabon of the country's food insecure in Chapter 2, the examination of major 
constrants in Chapter 3, and the definibon of a vision for Peru in 2010 have a number of 
important implicabons for the lunds of pollcy and program pnonbes it makes sense to support 
to attack food insecunty in Peru Pnor to lisbng specific pnonties, therefore, it may be wise 
to summmze key considerabons to guide that process 

firm, coherent monetary and fiscal polzcy has been essentral to put Peru's economzc 
house back zn o d e r  and to restore public confidence zn economzc polzcymahng 

There now must be no turning back A consistent hand at the macroeconomic policy rudder is 
a precondihon for susmned, steady growth in the future 

Peru's economzc future hznges on zncreaang exports At least zn the short and medzum 
tern, however, Peru's pattern of export growth lzkely wall be capgal-zntenszve. Unless 
znvestments are made to zncrease the productzvlty of substantzal numbers of Peru's 
poor, there zs danger that future growth wzll be narrowly based 

In the short and medium term, the pervasive influence of coca on the economy, together with 
Peru's comparative advantages in mlning and fisheries, will favor a capital-intensive growth 
path From a food secunty perspechve, therefore, investments that mse the product.wity of 
currently poor people -- and blt the balance more toward labor-intensity -- call for the hlghest 
of attention Among other things, educabon -- and, especially, basic education -- will be 
essenbal 

Peru's legacy of achvzsm by the state has been exacerbated by government, non- 
governmental, and donor responses to the economzc cnses of recent years The resuh 
zs a clzmate of lfaszstencrabsmo, " whzch zs an#hetzcal to a long-term poverty allevzahon 
strategy 

Years of heavy state intervenbon have engendered a widely accepted but counterproducbve way 
of thinlung about how to bnng about broadly based economic growth in Peru If the proposed 
vision of Peru in 2010 is to have any validity, a collectively shared mindset of self-reliant 
entrepreneurship must replace insUtuhonalized rent-seelung Although the economic cnses of 
the last decade have called for direct delivery of goods and services to target beneficiaries, the 
hme has come to reintegrate the poor as active partxipants in the market economy The 
challenge is not to substitute for market forces, but to make markets work for the poor 



The magnztude of Peru's food secunty problem zs so enonnous and the resources 
avarlable to address z t  so meager that hard chozces must be made among many worfhy 
polzcy and pmgmm optzons 

Focus is not a luxury, it is a necessity 

Whatever one chooses to do, do rt well 

Indeed, if the "ideal" policy or program is not doable, go with one that 1s Better to implement 
a secondary pnonty well than to take on what is unrealisbc 

As unportant as access of the poor to soczul servzces may be, even more baslc zs thezr 
access to zncome opportunzlzes 

Peru's capability to deliver health and educaQon services to its poor populahon will be limited 
by low levels of nabonal income for the foreseeable future To break out of the dilemma, 
highest pnonty must be given to the generation of economic opportunihes for the poor so that 
they can earn higher household incomes and, thus, directly or indirectly, finance broadly based 
soclal services 

Increanng zncome znvolves more than zncreaslng pmductzon More fundamentally, rt zs 
a functzon of markets 

In Peru, as elsewhere, ~t is common to debate produckon potenbals Too often, the debate 
focuses almost exclusively on technology concerns and abstracts from market considerations 
Unless there are markets to absorb increases in produckon, emphasizing produchvity alone will 
be counterproducbve That lesson is true not only for national economes, in which one defies 
the laws of comparabve advantage at one's own penl, but also for local economies In Peru, 
the dilemma is especially pronounced in the Sierra, where markets are small and pnce-sensitive 
For the bulk of the country's currently poor people, connections with markets are essential 
And, in the Sierra, that means roads 

It zs one thzng to dent& and descnbe who the poor are It zs another to define 
appropriate progmmmatzc responses to asszst the poor zn bettering thezr lot 



There appears little doubt that the country's most food insecure populahon is concentrated in the 
rural Sierra and engaged pnmmly in agnculture Shll, that descnption does not necessmly 
imply that the best programmatic response to its development dilemma is simply to rase 
agncultural productivity in those areas In fact, exishng populahon-land ratros already are too 
high for a productivity-increasmg strategy -- by itself -- to generate sufficient incomes to lift 
households in the Sierra above the poverty line In addihon, the resource base of the areas in 
question is too fragile to support much addihonal populahon pressure in any case Such 
considerahons suggest, therefore, that it probably is advisable to think of program responses 
outside the areas of poverty themselves Although rural development obviously is a compelling 
polihcal and economic imperahve, it ultimately is the development of the people currently living 
in rural areas that must be the focus of attention, not the rural areas themselves 

The aspzmhon of a typzcal small subszstence fanner ts not to conhnue as a small 
subszstence fanner, zt u ezther to become a larger fanner or to move out of fannzng 
enttrely 

Over time, a typical economy will experience growing urbanization, on the one hand, and 
consolidabon of farm enterpnses, on the other The flip side of consolidahon is that many small 
farmers eventually leave farming 

This pnnciple complements the previous one Not only must a medium-term view take 
emigrabon from agnculture into account, it also must recognize that those who stay in 
agnculture typically earn a substantial proportion of their total household incomes from non-farm 
sources As a prachcal matter, farm sizes in much of Peru simply are not large enough for even 
the most successful of agncultural produchon strategieq to lift most poor households out of food 
insecurity 

r 

A logacal place to look for zncome and employment opportunlhes for currently poor 
rural people zs m the secondary and t e m r y  clhes that can provule servzces to and add 
value to the produchon of thezr respecttve countrysrdes 

I f  one's focal poznt zs agnculture, one thznks pnmanly of agncultuml solutrons to 
development problems I f  one's focal poznt zs ruml people, one zs struck by the 
zmportance of non- fan  actzvrhes as contnbutom to total ruml household zncomes 

A strategy of decentralizabon to secondary and terbary cibes not only is a way to deflect 
growing populabon pressures in Lima, it also is a logical outgrowth of thinlung through what 
"rural" development must enkul in coming years Not only are secondary and ternary cibes 



likely focal points of backward and forward linkage industnes with agnculture, they also are 
appropnate deshnahons for future government investments in health, education, and other social 
services 

In one sense, the growth of secondary and tertrrrry clhes as poles of development rs Peru's only 
reasonable development chozce On the one hand, the current pattern of mass migrabon to 
pnmary cibes is neither desirable not susmnable On the other hand, the principal locabon of 
Peru's poor people -- the rural Sierra -- 1s overpopulated now, and will continue to be so, even 
with conceivably dramabc increases in agricultural producbvity Moreover, and as panful as 
it may be to acknowledge, reaching all of Peru's extremely poor -- and Peru's most extremely 
poor are, by definibon, its most isolated physically -- lies beyond the country's budgetary grasp 
Hard choices therefore must be made As a matter of relahve pnonty, focusing public 
investment on secondary and terbary cibes is the sensible choice -- not only to service a 
substantial porbon of Peru's currently poor populauon, but also to furnish relahvely attractwe 
places for currently isolated poor people to migrate in the future 

Opznzon zs dzvuled zn Peru on the advzsabzl@ of rnonetrztng food donairons As a 
pmctzcal matter, monetzzatwn zs not a questzon of yes or no, rt rs a questwn of degree 

Since food donabons are a scarce development resource, not only for USAID but also for the 
entire donor community, the argument increasingly is made to use food donabons exclusively 
"as food " Use of food exclusively for feeding obviously makes eminent sense as a response 
to impending famine, or, more generally, in cases where the rahonale for assistance is virtually 
100 percent relief Short of such extreme cases, however, some degree of monehzation typically 
is called for 

In countries where food insecunty is pervasive but not of famine proporbons, development, 
rather than relief, becomes the guiding cntenon for use of food donahons Most development 
projects require inputs other than food In projects supported with food donations, therefore, 
either food must be complemented by other inputs or it must be monetized and converted 
accordingly In addition to this genenc, pragmatic argument for some degree of monebzahon, 
two other lines of argumentation commonly are advanced in Peru First, the cost of reaching 
Peru's most food insecure people -- those most isolated physically from exisbng market networks 
-- often is exorbitant On cost-effectiveness grounds alone, therefore, a case can be made for 
monehzing food donahons at port and using the cash proceeds to purchase other development 
inputs regionally, if not locally The second line of argumentation has to do with purported 
disincentive effects of feeding programs Four such effects are cited first, in the short run, the 
subshtuhon of demand for local produce, part~cularly in small, pnce-sensitive regional markets, 
second, in the medium and long run, alterations of consumpbon patterns that lower demand 
permanently for tradihonal, locally produced foods, third, undercutting of traditional community 
labor arrangements by food-for-work projects, pamcularly in the southern Sierra, and, fourth, 



the creation of an atmosphere of "as~s~enczabsmo, " which fosters dependency rather than self- 
reliance 

Interestingly, much of the ambivalence about the modus operandz of food donation programs 
comes from the non-governmental organizations responsible for managing them Although they 
recognize the role that food plays in "lunng" poor people into development projects, they also 
recognize that what most poor people want is jobs (and corresponding incomes), not food per 
se Indeed, there is ample anecdotal evidence that, even in "successful" projects, at least some 
participants monebze a porbon of the food they receive 

The posture toward monehzahon proposed here zs pmgmahc Although the stmtegy supports 
monetzzatmn of a poitzon of food donahons, It also proposes to capmlzze as much as posstble 
on those rnstances zn whzch food pmgmns not only are cost-effechve but also can be targeted 
to Peru's extremely poor and managed zn such a way as to mrhgate posstble dzmcenhve 
effects PANFAR is a case in point At the moment, delivery of food donabons to project areas 
generally is cheaper than purchase of local foods At the same bme, PRISMA plans to promote 
the use of traditional foods for weaning, establish a relabvely stable market for those products, 
and, in the process, furnish incentives for increasing producbvity In a similar vein, 
PRONAMACHS now uses food rations less as a "wage" and more as a premium for quality 
work With such innovations, food for work can respect tradihonal labor market arrangements 
and be no more distortlonary than cash for work Finally, if relative pnonty is given to 
programs in secondary and terhary cities in the future, then, by definibon, food will be inserted 
at points where markets are less isolated and pnce-sensitwe, and, thus, less prone to local 
producbon disincenbve effects 

4.4 FUTURE POLICY AND PROGRAM PRIORITIES FOR FOOD SECURITY 
IN PERU 

This section proposes a strategy to promote food secunty in Peru It suggests policy and 
program pnonties across the board, and thus has implications not only for USAID but also -- 
and most importantly -- for the Government of Peru, non-governmental organizations, and other 
donors 

In general terms, a dual approach is proposed to improve Peru's food secunty The first 
approach focuses on polzcy concerns and, in the man, is nabonal in scope The second 
approach consists of achon programs, which are targeted pnmanly to the country's extremely 
poor More than anything else, the proposed targeting involves reversing histoncal patterns of 
limited investment in the Sierra and redirecting resources consciously toward that region 

On the polzcy front, the food secunty strategy proposes the following pnonties 



+ Mmnkun the macmeconornzc polzcy refonns of recent years, especlally orthodox 
monetary and fiscal policy and the contrnuance of a low-~nflatron environment Stay the 
course 

4 Mammn the tmdepolzcy refonns of recent years, especlally the el~mlnabon of tanff- and 
non-tmff bamers In addihon, el~minate the last major excepbon to a free trade reglme, 
namely, the surcharges on selected agncultuml zmports, which offer l~mited incentives 
to domestlc producers and make bas~c consumpbon items of poor consumers -- 
parhcularly wheat products -- arbficially high 

+ Create a pollcy environment conducive to the generabon and spread of savings and 
lending servzces for clzents of lzmlted means 

4 Focus public sector investments in producbve infrastructure on publzc goods wrth hzgh 
mtes of return Specifically, reduce substanbally the propomon of the public sector 
budget allocated to low-return, large-scale Coastal imgatIon projects On the other hand, 
continue to Increase the proportion of the public sector budget dedicated to constructzon 
and mazntenance of both trunk and access roads, especrally zn the Szem The abihty 
of the currently food-msecure in the Sierra to take advantage of income opportunlhes 
hmges directly on their connections with other than local markets 

4 Focus soclal sector expenditures, both investments m infrastructure and dellvery of 
services, on baszc educahon and pnmaty health care, especially in secondary and 
tertiary cibes in the Sierra 

4 Focus safety-net expenduures in three ways f i rst ,  target expenditures preferenbally 
toward the roughly one in five Peruvians who IS extremely poor Second, shift the 
recent emphasis on short-term employment generabon to a focus on activities with the - 

potential to create sustaznable zncreases zn household zncomes And, thzrd, concentrate 
nutrition programs on p o p u ~ o n s  at the hzghest permanent nutntzonal nsk, especially 
children less than three years of age - 

-- 
The food secunty strategy's proposed public expenditure pnonhes typically will play themselves 
out through acbon programs Specific pnonties for achon progmms include - 

- + Give first pnonty to Peru's most food tnsecure people, that is, its extremely poor As 
documented in Chapter 2, the extremely poor currently are concentrated pnmmly, but 
not exclusively, m the r u d  Szem In many instances, the households in question are 
non-Spanish-spealung households 

8 
+ Gzve income genemhon pnmacy of place and be open to opportunlhes for income 

generatron wherever those opportunities may present themselves To put it negabvely, 
I 

do not restnct one's set of options a pnon to any one sector, including the sector In 
which a target populat~on currently IS engaged Further, recognize that, geographically, 1 



the most promlslng income opportunibes may be found in locales other than those in 
which the extremely poor now reside 

+ Complement the focus on Income generabon w~th nutntron pmgmms for Peru's most 
vulnemble populahons, especzally poor pregnant and IQctaizng mothers and chzldren 
less than SM: years old By v~rtually all accounts, PANFAR has been extraordinarily 
successful both in idenbfying such populabons and in having demonstrable impact on 
them Consequently, glve pnonty to an expansion of PANFAR and PANFAR-like 
programs, Including the promobon of nabve weanlng foods On the other hand, 
deemphas~ze the "Vmo de Leche" program, which has more diffuse and transitory 
nutnbonal effects 

+ Introduce a comprehenszve zron forhficatwn pmgmm of all zmported wheat Although 
the "Desayunos Escolaresn program has had remarkable success In reducing iron- 
deficiency anemia, much the same effect can be brought about through Iron fomficabon 
The cost of such a program, which would be passed on to the consumer, IS esbmated to 
be less than US$O 005 per lalogram of wheat flour Th~s estimate Includes fortrficabon 
not only w~th Iron, but also with Vitamin A and other nutnents 

+ Phase out subsulzzed feedzngprognuns at "comedores populares " Although "comedores 
popularesn have served as s~gnificant buffers to the economic shock caused by structural 
adjustment, most no longer require subsidizabon As self-targehng conveners of poor 
people, however, they are natural magnets for income-generabon programs The same 
goes for mothers' clubs and similar organizations 

Table 4 1 summanzes this discussion by presenting the relabve pnonty proposed for major lunds 
of acbon programs currently sponsored by Peruv~an government msbtubons, non-governmental 
o r g m b o n s  and donors Although the hshng of programs is not comprehensive, ~t IS 

~llustrabve of the range of programs currently In force 

If the Government of Peru were to endorse a realignment of program pnonhes along the lines 
suggested by Table 4 1, a number of government ~nsbtubons would be affected Institubonally, 
the major programmatic ~mphcabons of such a shift can be summanzed as follows 

+ FONCODES 

The msbtubonal ~nfrastructure that FONCODES has created to rdenbfy Peru's poor and 
extremely poor IS impressive, and ments high commendat~on Two recommendations 
are made for ~mprovement first, that FONCODES set Investment pnonties less 
mechanically as a function of the current locat~on of poverty and more strategically as 
a function of where future income-generation opportunihes he, and, second, that after 
narrowing project selection cntena in accordance with the discussion above, ~t 
decentralize operational dec~sionmalung substanually 



4 INADE 

Table 4 1 PROPOSED PRIORITY OF DIFFERENT ACTION PROGRAMS 
COMPARED TO THE PRESENT 

Through its Emergency and Social Investment Program (PEIS), INADE has succeeded 
In generating temporary employment rapidly and on a large scale In the future, it is 
recommended that more conscious attenhon be given to the nature of the achvihes 
through which the employment is generated, specifically, the extent to which the 
achvlhes are likely to contribute to a sushnable flow of increased income for poor and 
extremely poor people In some instances, the nature of the achvity may be such that 
only limited lahtude may exist for absorbing unsktlled labor Such a tradeoff in the short 
run can be compensated for by a permanent income stream for poor people later In 
other instances, the tradeoff may not be so severe Such acbvibes ment high pnonty 
Construction and mantenance of access roads and the c l a n g  of imgahon canals are 
pertinent examples of acbvlbes in which the tradeoff often is minimal These 
programmatic implications apply also to INADE's Refugee Assistance Program (PAR) 

Higher Pnonty 

4 Trunk and access 
roads 

4 Small-scale 
imgahon 

4 Management slulls 
4 Market informahon 
4 Production 

technology 
4 PRONAMACHS 
4 Micro-enterpnse 

revolving funds 
Basic education 

+ PANFAR + Iron and Vltamin A 
fofification of wheat 

+ PRONAA 

PRONAA, l~ke  FONCODES and INADE, has played a major role in attending to Peru's 
poor and extremely poor at a hme of generalized nutnhonal vulnerability Among other 
programs, it has sponsored rural food-for-work projects, school feed~ng, subsidized 
feeding at "comedores populares, " milk dlstnbution, iodized salt dlstnbution, and the 

Same Pnorrty 

4 School buildings 
4 Health centers and 

Posts 
4 Potable water and 

wastewater facilities 

Lower Pnorrty 

4 Large-scale 
imgahon 

4 "Desayunos 
Escolares " 

4 Subsid~zed feeding 
at "comedores 
populares " 

4 "Vmo de Leche " 
4 Community meeting 

facilihes 



purchase of limited quanhhes of the produchon of isolated subsistence farmers As Peru 
now shlfts from structural adjustment to growth, it is hme for PRONAA to introduce 
more focus PRONAA proposes to shift virtually its enhre program away from 
subsidizahon of feeding to projects with the potenhal to generate permanent Income 
streams for poor and extremely poor people For example, PRONAA's future programs 
with "comedores populares " and mothers' clubs shall promote microen terpnse producbon 
for both domestic and internabonal markets The strategy proposed here strongly 
endorses this redirechon of programmatic focus 

PRONAMACHS is the classic example of a program begun with USAID support on a 
relahvely small scale and, then, once the approach was proven, replicated, extended, and 
susmned on a larger scale Begun in the early 1980s as a pilot program integrabng so11 
conservahon and producbvity enhancement in ecologically vulnerable zones of the 
northern Sierra, PRONAMACHS has evidenced, and conhnues to evidence, remarkably 
high returns for subsistence farmers Further expansion of the program is in order If 
one has a winner, go with it 

+ Mumtry of Education 

Although the impact of the "Desayunos Escolares" program on iron-deficiency anemia 
is well documented, and although the program is giving increasing pnonty geographically 
to the Sierra, the iron fomficabon of imported wheat appears a more cost-effectwe and 
susmnable opuon for addressing the problem To the extent that the program contmues 
in the future, let it be jushfied on its educational ments There is some evidence of 
increased retenhon from the program, and a study currently is underway of its impact 
on learning In the medium to long run, basic educabon arguably is the most effecbve 
way to effect a sustamable redistribution of assets toward Peru's currently poor and 
extremely poor households If a "Desayunos Escolares" program can serve that end 
cost-effecbvely, so be it 

+ Mumtry of Health 

Just as the Ministry of Agriculture has PRONAMACHS to offer as a success story, the 
Ministry of Health has PANFAR PANFAR is a model for other programs in three 
ways First, it succeeds in targehng Peru's most nutntionally vulnerable populabon 
about as well as any reasonable observer could expect Second, it takes an integrated 
approach to the problem Above all, it recognizes the key role played by nutntion 
education for mothers, including educabon in weaning practices Such educahon is 
essent~al for susmnable results, both on children currently at nutritional nsk and on 
children to come Third, the program is consciously results-onented Monitonng is 

IV- 11 



taken very senously, and, in the end, one can ascemn whether planned nutntional 
impacts actually are achieved Agan, if one has a winner, go with ~t 

4 5. FUTURE POLICY AND PROGRAM PRIORITIES FOR USAID 

The remander of thls chapter presents future pollcy and program pnonhes spec~fically for 
USAID This sechon presents an overview of how the Mlssion proposes to contnbute to 
improved food secunty In Peru As anhc~pated above, the central foci are expanded food access 
and more effechve uhlizat~on The discussion IS organized In three subsechons, pollcy dlalogue 
pnonhes, achon program pnontles, and safety net pnonties The subsequent sechon then 
descnbes how the Miss~on shall focus ~ t s  future PL 480, Title 11, and PL 480, T~tle 111, 
programs 

POLICY DIALOGUE PRIORITIES 

In the future, the Mission shall focus its policy dialogue and implementahon support in five areas 
-- ~n internahonal compehhveness policy, in public expenditure policy, In trade and markehng 
pohcy, in rural finance policy, and in agncultural input policy 

+ Under the rubnc of znternafzonal competrttveness polzcy, the Miss~on shall sponsor 
studies, profess~onal debate, and advocacy of pollcies that a m  to broaden the base and 
increase the competlhveness internationally of labor-intensive industnes in Peru, 
especially ~n the Sierra where poverty is most pronounced Poss~ble achvlties to be 
undertaken Include surveys of exporters' percephons of constrants to the 
compehhveness of labor-intensive industnes, monitonng of trends In exports of labor- 
intensive products, traclung of the exchange rate and its Impact on the relahve capital- 
labor intensity of Peruvian exports, and examination of non-~nflationary policy 
alternatives to nudge the sol closer to its panty rate One possible "w~n-win" alternative 
m~ght consist of l~beralizahon of regulahons governing Peru's pension funds, permlthng 
them to invest dollars in equity lnvestments outside Peru, and, thus, to divers~fy and 
sol~dify their investment portfolios 

+ On the publzc expendzture pohcy front, the Mlssion shall promote the assessment and 
adophon of polic~es to improve the distnbuhon of government expenditures 
geographically, among productive sectors, social sectors, and safety-net uses, and in - 

accordance with the comparative advantage of different programs in reachlng the poor 
and extremely poor Equally importantly, it shall support the devolution of the power 
of the purse away from L~ma 

+ In trade and markehng polzcy, the Mlsslon shall focus on the creahon and mantenance 
of a policy env~ronment that IS evenhanded toward the poor and extremely poor, both as 
producers and as consumers The incidence of the agncultural import surcharges is a 



case in polnt Among Peru's plethora of markebng constramts, the Mission shall 
conbnue to give pnonty to what arguably is the fundamental bottleneck for most of 
Peru's poor and extremely poor, that is, roads 

4 In rumlfinance polzcy, the Mission shall support the creahon of a policy environment 
conducive to the generahon and spread of savings and lending services for the rural poor 
Special attenbon shall be pad to stnlung an appropnate balance between precaubonary 
measures required for financial solvency and incenbves for rural financial institubons to 
mcrease and mulbply in a vanety of user-fnendly forms 

4 In agncultuml znput polzcy, the Nssion shall promote measures to facilitate the smooth 
and evenhanded funcboning of land and water markets, and to promote the transfer of 
producbve technology to currently poor farm households 

In recent years, the Mission has relied heavily on its Pokcy Analyszs, Plannzng and 
Implementahon Project (PAPI) to support macroeconomic analysis, dialogue, and reform In 
the future, the project shall focus preferenbally on sectoral issues -- such as those above -- that 
have a direct impact on small farmers, small-scale businesses, and other low-income groups 
The Mission also shall conbnue to conduct sectoral policy dialogue under its PL 480, Title 111, 
program 

4.5.2. ACTION PROGRAM PRIORITIES 

In addibon to PAP1 and contnbubons to achon programs under PL 480, the Mission currently 
is financmg three projects to make a susmnable dent on Peruvian poverty -- or, to put it another 
way, to address the access dimension of food insecunty in Peru 

4 Under the Mzcroenterpnse Support Project, the Mssion is promobng producbve, labor- 
intensive activities in agnculture, arbsanry, and apparel to enable groups tradibonally 
isolated from formal market networks -- especially in the Sierra -- to take advantage of 
promising domestlc and internabonal market opportunihes It also is providing support 
for the nascent rural banlung -- caja rural -- system as well as for anb-poverty lending 
through non-governmental organizabons 

+ Under the PVO Support Project, local pnvate voluntary organizabons are increasing  the^ 
capability to design, implement, monitor, and evaluate agricultural and microenterpnse 
development projects that not only target Peru's extremely poor but also have 
demonstrable potent.d to contribute to sustatnable income flows for that target 
populabon 

4 Under the Local Governments Project, the Mission is promobng the economic 
decentralizabon essenbal for Peru's poor to have an effecbve say over then own desbny 
Among other things, the project is promoting devolution of authonty for collecbon and 



allocahon of tax revenues It also is furnishing tmning and technical assistance to 
strengthen the management capabllihes of local governments, part~cularly in the 
secondary and tertiary cihes that lie at the heart of the strategy outlined here 

The Musion focuses its support of health in Peru in areas with both the highest nutntional nsk 
and the greatest poverty, namely, squatter communibes in pen-urban areas, secondary and 
tertiary cihes, and rural areas Tachcally, the Mission combines a systemic approach to pnmary 
health care with intervenhons directly in the household and in the community to reach and 
improve the health of Peru's high nsk populations, especially its young, chronically 
malnounshed children 

Of the Mission's vmous development assistance projects onented toward improved health, four, 
in parbcular, target the nub of the food uhlizahon dimension of Peru's food secunty problem, 
that is, the chronic malnutnhon of Peru's children 

+ Under the Strengthenzng Pnvate Sector Health Inshtuhons Project, the Mission is 
supportmg 20 non-governmental organizahons to provide basic health care in rural areas 
of Puno and Arequipa Project achvihes include tranmg of traners in the recognihon 
and appropnate treatment of diarrheal diseases, in teaching and encouragement of breast 
feeding, and in conveying appropnate and healthy weaning practices 

4 Under the Chzld Survtval Achon Project, the Mission has addressed infant mortality in 
rural and pen-urban areas, and expanded immunizahon coverage and management of 
diarrheal diseases Project activities include a mulh-media health educahon campagn to 
instill key health messages in the community, including guidance on breastfeeding and 
weanlng prachces 

4 Project 2000, the follow-on project to the Child Survival Achon Project, will focus its 
attenhon on maternal mortality, on chlld malnutrition, and on acute respiratory illness 
in young children Geographically, areas of project activity conkn almost one third of 
Peru's populabon, including some of the poorest and neglected parts of the country, such 
as Ayacucho, Huancavelica, and Puno The World Bank will support corresponding 
activihes in the rest of the country 

+ ReproSalud (Reproductive Health in the Community), a new project, will work with 
community-based organizations in rural and pen-urban areas to lower fertility, lengthen 
birth intervals, promote infant and young child nutrition, educate women and adolescents 
in reproduchve health, and, through its women's empowerment component, create 
employment and mse incomes 



F~nally, the Miss~on will cons~der developing a 1996 Food Secunty Support Project that cuts 
across the access and utillzahon dimensions of food secunty Recognizing that USAID support 
ulhmately IS only temporary, the project will assist the Government of Peru m inshtuhonal~zing 
the major elements of the strategy presented in this document As PL 480, T~tle III, resources 
become unavalable and as PL 480, T~tle 11, resources gradually decline, the new project will 
become the Mission's principal veh~cle for conhnuing to asslst the government -- line ministnes, 
FONCODES, PRONAA, etc -- in targeting programs cost-effechvely, m selechng intervenbons 
with sustamable impact, In rat~onal~zing safety net programs, and in developing harmonious and 
mutually reinforcing linkages between programs of non-governmental organizahons and 
government inibahves Through a combination of policy dlalogue and technical assistance, and 
in coordination with other projects m the Miss~on's portfoho, the project will support the 
government in assessing the pros and cons of alternahve approaches to implement this food 
secunty strategy, and in puthng the indicated approaches Into practlce Specld attenhon wlll 
be pad to developing procedures for selechng among altername secondary and ternary cihes 
as targets for publlc investment One approach to be exarnlned wdl be the pnsm of the 
productive potential of watersheds, including ~ t s  implications for local governmental organlzahon 
of publ~c services Finally, USAID will assist the government and non-governmental 
organizahons, both in this project and elsewhere, in teshng, refining, and malung operahonal 
models of project implementahon for subsequent replicahon and expansion A case in point is 
the Miss~on's pllot lnihatlves In local purchases of food a d  The inihahves in question are to 
be evaluated shortly, and, m pnnciple, at least, are expandable countryw~de under PRONAA 

4 5.3. SAFETY NET PRIORITIES 

Through the combination of policy dialogue, development ass~stance @A) and economic support 
fund (ESF) projects, and its PL 480 program, the Mission proposes to assist Peru in malung the 
overall package of its safety net programs more coherent The Mlssion sees the key elements 
of such coherence to be 

4 Lirmhng feeding programs unrelated to nutrition improvement and income generation to 
old-age homes and orphanages, 

+ Expanding PANFAR and PANFAR-lzke programs substanhally, and 

4 To the extent possible, focuslng assistance to the extremely poor on the generahon of 
sustaznable zncom e opportun&es 

'Alternatively, it may reconfigure components of existing projects 
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4 6 FUTURE PRIORITIES FOR USAID'S PL 480 PROGRAM 

To assure that scarce food resources furnished under PL 480 have a demonstrable impact on 
Peru's most food insecure population, the Mission shall apply two addihonal elements of focus 
to its food ad program The new elements of focus, which shall apply both to PL 480, Title 
11, and to PL 480, Title 111, are 

4 First, the target populahon of achvihes supported under PL 480 shall be restricted to the 
one rnfive Peruvwns who zs extremelypoor This targeting contrasts with the broader 
focus m the rest of the Mission's access-onented portfolio, that is, the one in two 
Peruvians who is poor 

4 Second, projects eligible for support under PL 480 must meet one of three cntena The 
three cntena can be formulated as program purposes and are 

Program Purpose 1 Increased lncome of households currently 
extremely poor 

Program Purpose 2 Improved nutrition of children less than slx years 
old m households currently extremely poor 

Program Purpose 3 Increased basic education attainment by ch~ldren, 
especially g~rls, m households currently extremely 
poor 

The rationale for Program Purposes 1 and 2 flows directly from the central foci underlying the 
enhre food secunty strategy Program Purpose 1 focuses on access, specifically, on the need 
of the extremely poor for income Program Purpose 2 focuses on utdizahon, specifically, on 
the extreme nutnhonal nsk at whch substantial numbers of Peruvian children find themselves 
The vast majonty of PL 480 projects, and the entirety of Title 11 projects, will de directed to 
the achievement of these purposes 

Program Purpose 3 acknowledges the essenhal role that basic education plays in bnnging about 
suswnable improvements in both access and uhlizahon Such improvements admittedly are 
longer in coming, but a growing body of international evidence suggests that, once attamed, they 
may be more permanent Under its Title III program, the Mission will support a modest pilot 

'Although Peru's most nutritionally vulnerable population consists of at-risk children less than three 
years of age, Program Purpose 2 expands eligibility to include children up to five years of age The 
apparent discrepancy reflects operational concerns As practical experience under PANFAR suggests, 
it is virtually impossible to target children less than three years old at the exclusion of chlldren who are 
four and five The notable exception is PRISMA's Kusrayllu program Kuszayllu projects address only 
the most extreme of cases, however, and, thus, for purposes of defining the target population of all future 
PL 480 nutrition projects, target children nutritionally at risk too narrowly 



project by the World Food Programme to test creahve models for increasing the educational 
attanment of children, especially girls, in households currently extremely poor The location 
of the pilot project will be rural areas in the Departments of Apurimac, Ayacucho, and 
Huancavelica In the final analysis, broadening the base of Peru's human capital arguably is the 
form of asset redistnbuhon with the highest likelihood for assunng that Peru's future economic 
growth indeed is broadly based 

The proposed refocusing of the Mission's PL 480 Program carnes with ~t a number of 
sigmficant operahonal implications The World Food Programme pilot project will be treated 
as a special case, but all other PL 480 projects, both under Title I1 and under Title 111, will be 
subject to the following condibons 

4 Funding of cooperabng sponsors under the PL 480 Program will be a function of the 
degree to which the projects they propose target the extremely poor and are likely to 
achieve one or both of the first two program purposes defined above In other words, 
the basis for malung budgetary decisions will be programmabc rather than inshtubonal 
Cooperahng sponsors will not be guaranteed any predetermined share of the pie The 
division of the pie will result from competztzve evaluahon of project proposals 

4 The logical framework will conbnue to be the program's core plannlng tool In contrast 
to practice in the past, however, much greater insistence will be placed, first, on defining 
target populations and, second, on quantifying beforehand the benefits expected from 
project activities -- that is, the actual increase in income or the degree of nutritional 
improvement that is anhcipated No project shall go forward unless the relationship that 
project activibes bear to the achievement of program purposes is thought through and 
evaluated technically If the logzc between ends and means is not adequate, there shall 
be no project 

+ The logical framework also will be used to monitor and evaluate results Continuation 
of funding will depend on whether projects demonstrate zmpact Even though it will 
rase program costs, monitonng and evaluabon will be taken very senously 

4 Corresponding to the shift of emphasis of the enbre program toward results, the Mission 
and its cooperahng sponsors will give relahvely less attenbon to process concerns and 
relahvely more attenbon to monitonng the extent to which results indeed are 
forthcoming Much higher pnonty will be given to impact evaluation than to formative 
evaluation 

4 Although program purposes will be "carved in stone," project outputs and inputs will not 
On the contrary, encouragement will be given to cooperating sponsors to devise 

3The Mission does not have sufficient resources to finance lnitiatlves in basic education other than 
this p~lot  project The need to improve basic education is so pressing, however, that the Mlssion shall 
actlvely encourage other donors to attach high priority to this field 



innovatwe ways to achieve program purposes The intent is not to restnct creatcvrty, but 
to channel it to the achievement of a selected set of collectwely held core object.wes 
Figure 4 1 summmzes how the three program purposes proposed for the Mission's PL 
480 Program relate to the program goal of increased food secunty in Peru Figures 4 2 
and 4 3 furnish examples of the lunds of means-ends analysis that will be requlred under 
the program, as well as specific examples of outputs and inputs, including integrated 
packages of outputs and inputs, that cooperabng sponsors may want to consider to 
achleve the first two program purposes Agan, the examples only are examples, and are 
not meant to exclude other, possibly more effectwe ways of doing things Finally, 
Figure 4 4 summmzes elements currently under considerabon for the World Food 
Programme basic educabon pilot project 



Figure 4 1 

PROPOSED LOGICAL FRAMEWORK FOR FUTURE PL 480 PROGRAM 

PROGRAM GOAL 

Improved food secunty of 
Peruvians currently 
extremely poor 

PROGRAM PURPOSE 1 

Increased income of 
households currently 
extremely poor 

PROGRAM PURPOSE 2 

Improved nutnhon of 
children less than SIX years 
old m households currently 
extremely poor 

PROGRAM PURPOSE 3 

Increased basic educabon 
attamment by children, 
especially girls, in 
households currently 
extremely poor 

OUTPUTS 

TBD 

OUTPUTS 

TBD 

OUTPUTS 

TBD 

I I 
I 

INPUTS 

TBD 

INPUTS 

TBD 

INPUTS 

TBD 



Figure 4 2 POSSIBLE INDICATORS FOR PROJECTS 
UNDER PROGRAM PURPOSE 1 

UNITS 

Number 

Soles 

PROGRAM PURPOSE 1 

Increased income of 
households currently 
extremely poor 

INDICATORS 

Persons in households 
currently extremely poor 
with increased income 

Increase m income per 
capita 

I 

UNITS 

Kzlometers 

Kzlometers 

Hectares 

Number 

Square meters 

Soles 

I 

OUTPUTS (Examples) 

Rehabihtation of access 
roads 

Rehabihtahon of imgahon 
canals 

Adopbon of improved 
potato seed 

Extension of market pnce 
informahon 

Rehabihtahon of terraces 

Artesanfa sales 

Etc 
I 

INDICATORS 

Distance of access roads 
rehabihtated 

Distance of imgahon canals 
rehabilitated 

Area planted with improved 
potato seed 

Broadcasts of market pnce 
informahon 

Area of terraces 
rehabilitated 

Value of artesanfa sales 

I 

INPUTS (Examples) 

Food distribution 

Tools and equipment 

Technical assistance 

Technical/managemen t 
traning 

Establishment of rotating 
fund 

Etc 

INDICATORS 

Rahons of food distnbuted 

Value of tools and 
equipment 

Contacts with target 
population 

Traning sessions 

Value of rotating fund 

UNITS 

Number 

Soles 

Number 

Number 
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Figure 4 3 POSSIBLE INDICATORS FOR PROJECTS 
UNDER PROGRAM PURPOSE 2 

L 

UNITS 

Number 

PROGRAM PURPOSE 2 

Improved nutnhon of 
children less than six years 
old in households currently 
extremely poor 

INDICATORS 

Malnounshed children less 
than six years old in target 
households with nutnbonal 
status restored 

UNITS 

Number 

Number 

Number 

Months 

OUTPUTS (Examples) 

Improved breastfeeding 
pracbces 

Improved weaning pracbces 

Improved nutritional 
content of food prepared in 
target households 

Improved spacing of births 

Etc 

INDICATORS 

Mothers of target populabon 
chlldren using improved 
breastfeeding practices 

Mothers of target populabon 
chldren using improved 
weaning pracbces 

Target households prepanng 
food with improved 
nutrrtional content 

Birth intervals of mothers of 
target populabon children 

INPUTS (Examples) 

Food distnbuhon 

Health and nutnbon 
traning 

Monitonng of target 
population 

Etc 

INDICATORS 

Rations of food distributed 

Tmning sessions 

Regular contacts 

UNITS 

Number 

Number 

Number 



Figure 4 4 POSSIBLE INDICATORS FOR PROJECTS 
UNDER PROGRAM PURPOSE 3 

PROGRAM PURPOSE 3 

Increased basic education 
atmnment by children, 
especially girls, in 
households currently 
extremely poor 

INDICATORS (Examples) 

Target children successfully 
complebng school year 

Target children 
demonstrabng proficiency in 
literacy and numeracy 

UNITS 

Number 

Number 

OUTPUTS (Examples) 

Extension of importance of 
basic education, especially 
for girls 

Teaching of improved 
cumculum 

Performance incentives for 
teachers 

Etc 

INDICATORS 

Meebngs with parents of 
target children 

Use of improved cumculum 

Provision of incentives 

UNITS 

Number 

YesINo 

YestNo 

INPUTS (Examples) 

Food distribution 

Improved curriculum 

Teacher adslmatends 

Performance incentive fund 

Etc 

INDICATORS 

Rations of food distnbuted 

Tmning of teachers in 
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Purchase of adstmatends 

Budgeting of incentive fund 

UNITS 
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