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SUMMARY AND RECOMMENDATIONS 

UNCLASSIFIED 
A:i:D-DLC/P-I024 
May 17, 1972 

1. BORR~.mR: The Borrmo,!er will be the Government of Peru 
(GOP) represented by the Hinister of Economy and Finance. 
The GOP will designate the Ministry of Agricu1t~~e (AgMin) 
as the implementing agency in cool:dinlltion ~Yith CRYRZA 1 

the GOP agency for coordination of all 'reconstruction 
projects in. the disaster ar.en. The Agricultural Devcd.oprnent 
B,1.nk (Bank) will be the fidllciary for clisbu.rselllent and 
collection of sub-loans. 

2. AI,mInD.' OF IfJAN: $5 s 000 ~ 000. 

3. PROJECT DESCRIPTION: The project consists principally 
in the furnishi.ng of Hgricultu.l'l.ll credit to smal! .. farmers 
in thz disa.st~r az:ea) either as individua.1s or groups, 
to finance crops, 1 "ives to c:k) rE:pall:C Clnd :Lmprovement of 
equ.iprn:~nt: r.nd hld l.cJ5.nL,s. The cted1.t~~ HID be fUJ:'nishc.d 
tIlt'OtI n l' l'-l'·"", ("n·'·~·V) ,'eel L~ \""1.' c,t,l "'·1··,,,1 C··r.·.(~·r t r.'t'"lrl ('iT;'l·rl,I"" 'c...j' -,,~ l.)t.~ .. J.~!. _.;J' "v·t . "._L\.~ ... <. .... IJ .. ,-.... "._ .... L.... 1." t u } 

vlhich :',rlf, admird.Etcn;.(j vtl'nriQu:J AID 10<;1W tOf.:Hl.i!Ji~ 

$'i l : f"..) ••·• ... ·f··(·),. rt·."... ",I·"'1·M·r,··tl'nt4·c.··, OC '·l··~(· l(l'1'1 ".71."11 t ..... ,I., "., •• I.._.!..)'" .'~ (" .11, • • "_'J _-., .1. " •• J. ( •• l}.... . r. , .. \.~ 

pro'.":!::.'Z!.l 1. n 1'11 .... ::::11 thE! Sr:;IE~3! nE~lln.eL n:.~ \'ii th tllc! V:cv:i.(11.18 

loans" The l1'I'~ -.i.n d iIfe 1::enc.(! :.; 2.j:::(~ {-!Li.t t tLe fnonc)," \'TO.l b·.~ 

aV~·.l.·"··b"t,c· 111 t~\:·) ('·J~c··IC(·r:;.·I· 'i.l"'",''' l"" l'-''\'" nt·!,.'! -l"l"1C!1 "C·l··.l'\';t';t~·r.: , .... '.''- ..... '.'''''' • .:.c " .\:. .. '.~..... "''/ ~ t',. " " .' _.L _~ 

will be c:);t('rk~cd 1:0 ineI't..!.d;;: p2~:L:; of thc'. f;h:n:G not 
.1"'\. t' Jf (" l' '.: :~"""1 J ~"; '1\'1'( .. 1 ( 'J ~ ,"'" II l:l ···nl"~\ (" L' ~". n~'r . , .... pr'-"\'l' ,).~J.) ~,("c.; ... ll.l..l. ,,( ... )'. TL ,;'1., .. .;.101 .. , ..... "'" t',l., . .lV l , 

fcxmhi ~.~ to H :-;ulIle\·:lJtrl:. v:entcr dq;::ec 1,h~uJ has h-8en thc_ C(WI:' 

tn ·t,}w pMd-,. 'I'IF? augmcni;(;d pror:,j'llJn "d 11 req'.li~·c nd(Ut:tonul !.[:,}1in 
ugl':Lcultun:l 'Lcchldci3llS lJ.nd J~U111';". c,.tarfj nc, ~lthr:: tCltc...l WilOU1Jt of 

the Jonn ,·,11J. bC:! nvnllnhJ.e for convcr~;:ion to 10(!nl currcllc.y. 

4. PURPOflE OF THE PROJECT; The purpone of the existing 
Supenrised Agricultm:,:}. Credit Fund is to improve i.ncome 
distd.1JtJti.Ol\ and inereo.:::e producti.on of oor;,estically 
con81lITI{-!d foods by CL~Hd.sU.r!6 stroller landholders and cooperll o

, 

tive~ fonn2c1 thereof ttl developing viable farms. The 
ITicthod is to provide credit and technical 119sistance to 
these sm .. qlle)= f:~:,::,mt>;rs GO that they will gain technical 
f!xpert.cnc(~ and begf.n to capit~li.::~e thC!ir f,~rm operati.ons 
to the polut tha t they can tri.1nS fer to other financing 
sources for their credit needs. . 

http:ine'-.ud
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Th(! J)l'uplHwcI' loan o{ $5, 000: 000 is intended to follow this basic 
concept but i~ directed at the needs of fanners located in the 
disaster area. These cr/!dits will assist in the rehabilitation of 
the agricultural sector by upgrading the quality and increasing 
the quantity of domestically consumed crops or livestock in 
the region. 'Dy facilitating the growth of viable farm units, 
either through assiatancc to individual farmers, or through RUP­

port of the consolidation of minifarms into cooperatives or pre­
cooperatives, the credit program should improve the economic 
situation in the a.rea. New'livelihood opportunities on farms 
with futures should help stem the flow of rural"1ll'ban migration 
and at the !lame time im.prove income distribution. 

~. TOTf\IJ COST OF I)l~O,JEctr: Tlle totcLl lonn runoullt of $5,000,000 
,,1:1.11 bl~ nVIl:llah]e to f:i.nltncc Gllbhmnu for Gmnll fanners. 
'flle GOP contr:!,bution COIW tat::; 01' rouehly :t280. 000, in ad.di tional 
bw.1gtary EiUPP')l'"t for the Ar;t,fjn u:: impl.:;rr.r.r:::'::j.';;~ ngency und tm 
e!lt iJnutcCl. .:~32Q.."OO\LFn[>10.nit3hlllcnt 0 r the Cund to prevent 
deccpita.l:I7.f!t ion, ':L'ltc Bonk hnc nl~reecl to increase its ilta ff 
in proportion to the gl'cut.er volume 01' subloan nctiy:tty 1 but 
such co:;tn wUl "be eovcrc<1. by the Bank t:3 ac:r..11.nJ.ntrnt.ion feeD 
includ8(1 in finnnc:J,H[j chnrges to tlw sub··bol'rO\l8r. 

6. BACKGROUND OF PROJE'C T: In Scptcrnbe r 1961,' the Deve lopmcnt 
LO<l;n Fund signed a $9. 0 million loan for agricultural credit to 
be llned mainly for ~ub"loans to coloni'i·.cl':'; on the Ea8h~l"n Andean 
lilopC5. Other 3.~~ril:llltll:ral lO;:lTlS $6. (, l"t1i!1i.on (196'1), $1. 0 mil-
liun (1%4) and $9.0 rnillillCl (lC)Ml) have either gone in whol~ or 
pal"t [01' :.Hlpervi:;ed a.'~l'icl\itt\\";tl crcdit. In the earthquake el':lnt 

progl',ttll of 1970, :;'TJO, 000 \V,1S included for similat' 10<l.ns to smaller 
fnrm(~l':;. Recently AID <1rllcnded Loan 527-L-047, its mont reccut 
agl'1cultucal c'l'edit 10:111, to make available an <,.dditional .$436, 000 
for small!!l' fal'nH:~'~; in tlw rlls<1stcr area. As of December 31, 
1971 the Fund h;l.s ;l.PPl'OV~~tl approximately 65, 000 Dub-loan3 for a 
total of $61, 000,,000. 

Early thb year the GOP requested AID financial assistance in 
thc amount of $5, 000, 000 for credit in the disaster area. The 

http:coloni-.er
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Mission scaled the amount to $3, 000, 000, and the IRR was 
approved on February 17 for that amount. Following the severe· 
flooding of March 1972, the GOP requested additional resources 
for flood rehabilitation in the zone· affected by the earthquake. 
After review of the damage in the area, AID agreed to the use of 
the $436, 000 loan sllPiJlernent and about $0.4 rniHioll of the 1970 
Earthquake Grant to financl' il'rig'.ltion l'epail' in the Chimbote area, 
ilnn nlsa the loan proposal haH bl'cn increased to $5,000, 000 in 
respunse to the hciAhtl'ned <lgl"ic.\lltural credit needs. 

7. /\ LTEHNi'.TE SOURCES OF FINANCING: No other finallcing is 
available· [I'orn othc-r frr:(~ world lenders all the concessionary 
(CUllS l'fHJllircd for thh; project. The EX1M Bank, IBnD and IDB 
hav(~ exp'cssen no hlt'~~!l,,,t b financing this project. 

8. COUNTR Y TEAlvt VIE'IIIS: The countr)' team considers this project 
a signific;mt hctal' in t:uppCl't of USG and GOP priorities for re­
cOl'lfltruction of the dis::u;:ter arerl, arid development of the: agricultul'al 
sector, while I)l~OlIlOl.i;)g improved incorne distribution and l'eullced 
rUJ"i.ll-ur])J.ll migr.<\ ti'l:!. 

9. ' ST A Ttl TOR \' CHIT i::HV;: An st,11:11tory c ritcda hrl.vc been cluJ.y 
COllf, ide: l' cd. (Sc c .1. nne 1: I fen: c hec to;:} i (:> r). 

10. ISSUES: Wlwthl'l' 1:0 llUC the Supervised Agricultural Credit Fund 
in vic\',! of it~ collection record (Sce Pal'!: YIll). 

II. HECO~.;Ildr:NDATI0N: 'fhilt a lo,lll of $5,000,000 be made to the 
GOP to pl'ovid2 crcdil through the Fund for !>nllllJer fanners in tlw 
di~ii!.f;tCl' i11'l~(l and ]>I'ovidt' [or ncc.cssary corl".plC'Jnent:<11'Y technical 
atll.;i~;t<lncc. Tern1:> of t.!i(' loan would be the nlOflt co I~ cC'St,iOnill 
pennlLtcd by the F'ol'(,.~~n J\!;sist'll1cC Act, i. e., 40 year repaymL'nt. 
includi.ng a 10 year en,c(' IWl'i0d, with llJtcnst at 2% during th~ 
grace- period and 3% t1wrcaftcr. 

1. Prior to the first diulHl1.'l:'crnent of the loan the GOP will: 

a) f~\rl1ish an opc,;af:i.on plan satisfactory to~AID u(1tting 
forth t1,H' I1UlnbcrR and ljll,dification:; (If agricult.ural technicians and 
Dank agentn I'csponsible fur execution of the project. 

b) hav!' deposited ill the Flind thc amount of uncollectibles 
d\l(' lIndel' pl'ior·clgrc'l·!ncnls thro\lgh CY 1971. 



- iv -

2. Prior to any disbursement in calendar year 1973, the GOP 

u) Will have developed a revised definition of uncollcct-
1.bles satiafactory to AID. 

b) J/111 furnish AID with the results of its evaluation of 
the existing orgonization ntHl procedures of the Flmd and particularly 
Us recontlllendlltlons for modificntion, to improve collections. 

1\.. COVenUIll:.S 

.1. '1'he GOP ehrilJ. covermnt that no farmer 01' group farming orga-
n:i.entioq eUgible for ex:lstilll!. crcili ts of 'the tY}'cn proposed herein 
J'lntUlced b,Y other l.nternntlonnl institutions shall l'(:ceive AID 
loan f1.Ulds in Lleu of such .finallcing. 

;'~'. Dllrine; the three yearn f'ollmring disbur.f:lcment of the lonn the 
F1.111d will nllocate Ht lenst as much money to the rlisns'l;er nrea aa 
is received in reflmlS under this losn. 

3. The GOP sh~ II covenan L as under p:dQl' ag:-cec:nentn to replenish 
the J:ilmd. by Lhe: Hmow1t de h~!j1lined [:lS uncollectible ench year. 
Beg:lnnh:e; lrit.h the payment in 1973 for. 1.U1collecti.blcs dcte:rl.:1ned for 
J.972 , tlll~ GOlJ idll utlli7.c the deflnHion of uneollc!et:tblcn dGveloped 
in rp.spOllse to cOl1lilt:!.or..s ]!l'ccedent 2 (CI) l1bove. . 

h. '1'l1e GOP ohll lJ cnv(;n~mt to 'ilnplemcllt thn rt!eo:li.i':l.;ndut. ions 
l".::niLt:l.nr; I'rom itn cvnlusU on 01' the cxbt:lng or[w,,:t7.ation and 
In'oc(!c.ll1Ten of the Fund. 

,. 
). 'l'he :I ()Im llhnll he subject tl) ouch ot.her tenus Hnd conditions 
tW ATD ma'y declil ndv:l:':lblc. 

1\. Hl.algc - Ass:istant Di.L'ector for Capital ProJects, tmAID/Peru 
R. [jrdi'lll.9n., LO":lI or f'ieel' I LA/DR 
.T. Hnlpln - J\:~l' iyul tur'n)' /l.rlv1 r;or , LA/DR 
C, Broo!cshl.c}.' - FOG(l nnll !\r.·dcalture Officor, U8Aln/P31'U 
F. HallIl - Agd.cultLU'ul Arlvi::;or, TAB/AGR 
C:. Gebho.rl; - '\:on\~i :ot .• m)AIDh~cru 
C. Leonard·' A~;[;Jst,qnt Loan 0 fricer, LA/tR 
1-1. r.kP, Jones - Actlne; C~ll)lt:ll Developnent Officer, UGAID/Pel'u 
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PAR T I. HISTORY AND BACKGROUND 

A. The Earthqua!ce 

,IINCT.A.SS TFIED 
AJ/}-Tll,C/P-I024 

Nay 1'(, 1972 

On May 31, 1970 an earthquake of 7.7 magnitude on the 
R i:hte r Scale struck CenU'a 1 Pc'ru. The eart~quake and consequent 
landslides killed 7 O. 000 people, injured lOO, ODD, Idt 500, 000 home­
l("ss, and cauned damage estimated at $500 million. Since th(:n thci 
area has been further devar;tatcd b)r yet allotber disaster - severe 
fJoorjing in March 1972. 

AlUlCX IV pro'/id,'!> additional data on the eil.rthqua!cc,. the 
disaster an'il, l'l~hc1biHt;JHoll (·(forts to elate. plallucd reconstruction 
of the are,,; ami dil~;il on the 1')'i2 floods. 

Tllt~ devclopnwnt of the agriculturil,l 5cda!:" has lvng 
bep.n AlDis top developmf.:~nt prior.ity in Peru. tI.'S. asdst2.nce 10:(' 
agricuH:ural credit ill Pel'll began in September 1961, when the DJ..F 
made a $9 rn:ilHoll lo;m (OLF-201) t.o fmpport thf~ ClgrctriC1n l'f'iGF'J};tnd 
colonb;atic.l) }1l'Ogl':-tl'n ac!mlnl!;tercd by tbe I115litutc of A~l'Cll'i;3'1 H::.fo"tn, 

The major go •• l of tILe' 10an \V,IS to afjsiGt, via agricultllr~d cl'ecJi~ 
settlers on thr. f'Clf,;b.:J'n sl(1p~ of the And(~s. In 19()'lAID and t.h,-' EXlnl-' 
b~nk combined Lo pi.·ovirl,! a loti •. ! of :,S<J, 3 rnillioll for agl'iculti.;::d C::'~;dit 
illclliding AID LO<1I1 :'i2'1-L"OZCJ oi' $6. G million, E::.:irnbank C:l'r:tJ~t >r~,. 

2153 or $1."1 lniJ.l:icm, an.d PL,·r./10 gl~lH;.rtlti.ons of $1 rnillion frOlli ,1. L16··~ 

sales (t:;l'f'l~mcnt. 'nlf~ prc·\"ious DLF··204 l.oan W~'.S ~lso rept'ng)'amrncrl 
au a clllltl'ibubon (0 tIl{' pl'0i!l'all1, The $16.6 nlilliu/l of IIID funds \\If]",: 

designated for );hl' Hlljl(')'Vi.!;cd credit pr'ol',ranH; of lll',' Nation-.ll E'xlc:n:~ion 
Service (SIPf\), thl~ J\~dlj(Jn;ll Apr·:-trian gdorm ()I'f-{Cllli'~:1tio:l (OHi'Cf1) ;,,,d 

tlH'. National Forestry S.·rvi,'(· (F'S). 'Tlw pllrp()~;c of t1w prugJ';l.Il1 WU!'l 

to illcre<1ac tl1l' prodllctivity or SI'J1<lll ;'lHl medium 1,:llclhuldc\'s on j1,c 
c.uar;1. thro\lgb a pr()~rill),' of :;upcl'vi[:ccl credit, and, to Sllppt.r.i. \V~t'h 
:-;uu-loalHIOw prog";lm of land rcclistributio"n, mainly in the ~;icrr;. \vhich 
was :lllthorized by tlj(~ .i\gl'~ri;\D ncforl1l Law. 

In 1966 the GOP requested additional funds in ordel' to 
expand and intensify the proCra.rn. In November IcjiJ6 AID signed a 
$9 million loan (!;27-L-O·rl) which augmented the capital available for 
supel'vi:wd creciit. The loan agreement stipulated that any l'cpaid 
!l1ndn or undisbur:;l'd funds fl'OIn t.he pre'viouB loans would become part 
of a conso1idc-tlc(J Supervised Agricultural Credit l\und. As of Deccm­
bel' 31, 1971, c'lPPl'oximal;l'ly (,5, OOO'sub-lonns totalling $61,000,000 'k 

h;lv,' ht'c~n apJ1J'()ved from t.hcst' funds und sub-loan repaym entG. 

* $1.00 equ«ls 43.38 soles 

http:supervi.ed
http:ag-ic.ll
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A sub!ltantial Illlrnlwr of srnau' and medium farme rs have been 
reached through the 5upcl'viRCd Agricultural Trust Fund mechanism. 
However, in the aftermath of lhe earthquake addl.tional resources and 
increased·cfforts are necessary. To date, the U.S. haa assiated re';' 
habilitation· in agriculture through the Earthquake Grant Program of 1970 
which included $780,000 for loans to small and medium farmers in the 
disanter area. Aloo AID recently amended loan 527-L-017 to make 
available $436, 000 to help mect credit needs in the zone. This· amount 
will be dit'cctccl to the Chimbote al'e;.l for sub-loan::; to repair irrIgation 
oyutcmB destroyed by Lhe t'ccent flooda. The ~1\'oposed 102.il would cxtcnd 
thuDe efforts. 

Alan SlippOl".f1ng the fat'm credit program within the agricuL­
flll'al !"wctot' h<1.vt~ been <.l $7,5 million A. T.D. pl'ivate investment fund 
l,)an (051) ernph.wizing p!'oce:isinr, and Her'vicc' inuustries for agriculture 
and a $5.5 miiliun A.I.D, fl:,)d miLl'!<ctin)~ loan (O{~9) to finance marketing 
s.tuJies ,lnd I Ill! clHwlrnction of whole!p,le and .-ctLlil facilitieu fol' food 
mLl.l'lwlln/: ch .. \in:J bringin1: ,~c()nomi~~~ 'Ji ~icale into the nnr-k<!ting sY!1tem. 

}\ID h~tS aL'31) fil1;~l\ccd projects in the a~Ficllttlli'al Sl!c:/:or 
thl'Ollgh contr<lctti with 1'-hnch C<lt'olina State Univern it, (NC:;U) and 
10\"/2', 5tatu Univ:n-o.ity (ISU). In recent ,earn North Cn\'Olin.'l St;lti:~. acti"­
itieu hllV~ inclll,·\ed a"J!·;i::;t.:'.l:r~,! t.o tlHl l\iiniBtry oI l.gdcuttm'e ill i'eucan:h 
and e~~tcnJion ~ ... ctivitiCG i·~:l;',~;.~cl tu si:'~cific croru (l'ice, bealls, Dot(l.toes, 
.and fo.'.:\gc). I'Jwa. SUtto Uni.·,'<.'!'I.iity 11;).11 ilo:linte'd the ~ .. Hni:Jtl'Y in'r.onduct­
ing eco:lOmic ;)tlldie~i <1.rd i~l ".;j"dcIIlture prL~'.: r~\n1 pL2.nning. i',ll1m~~,OllS 
a21'io:::ultul'c tllchl1ici~l\:J hCl.'l(~ be'.!n tr< .. ined undel' both univ':I'Dity cOlltracts. 

In tilt! future, AID expcct~ to be (I.bll! to l3tl'CII~~thell technical 
u.".'H:Jt;',<lCC HU});;Ort to the i\!ini!:ltry of i\gricilltlll'c ill ita dfurt:-l to 
imF~.'ove potky and inV(::Jtrnellt rl..l.nlliHl~ ci:tpv,bilitieH, TilL:, "l\pport will 
COIl~;I::ll~i:;\te 011 :,nctol' iln:~.!y.:;iii. e.1i1:~c:i<ltli' throur.:h sl.\b':.~·:ctor :Hlldie~) 
I hat i 0 Co 1/ S lJ II C!) r r t: !' (~ t C ~I 0 III ! i 0 1\ [I to'; P f' C i [ i Co v'' (J () 1 (! tTl S i it pro due t. i u 11 -
Ill"l'!<etillg f.l,/Htt'tII:-; lllol:g CUJlll"llodity linen. To thi~j end, AID pl'CSC ntly 
if! finClilcing ~llb--:lectol' !;!ilr.!ji.':; on nw, •. tG ,tnt"! edible ,)Hs, 'fhe rl~nult:l 
uf tb,!!JC sturii,:!i:i rJhuulct pro'lidl! v,l..tu;\t-,le policy and progl'aUl guidelines 
fOl' irnp'ovil·.g t\H~ effecti'l(!I!('~;G of cl'cdil, p.sp~citl.lLy that u.v;).illlule 
undcH' the ll11rcrvi:;.~d agl'icllltul';d credit pl'ogram to cooperatives ilnd 
otb:)!' :.·<!~'iclllttll'",l group o','gani7.ation.']. 
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PART II THE PROJECT 

A. Need for the project and objective of the Loan 

The Loan will enClble the Ministry of Agriculture to 
provide supervised agricultural credit to farmers' in the area 
affected by the earthquake of May 31, 1970. A portion of this 
area (the coar:t.s.l region) a Iso was ser:i.oLlsly .:1ffccted by hC~llVY 
rains and floods in Harch, 1972. The loan proceeds \viU, bc', sub­
lent for repClir uf on-farm disa~ter damage, local proclIrcliI\.:'nt of 
fertil,izer, sct::!ds, pestici.des, 1I • .'lchincl'Y, livC!stock c1nd oi'lwr 
farming I1ec('s sit ie s for n p?r:m~ inn t81y 3,500 farm [ami! ic~, 0 pc~r n t:.:. 
as individL1al fC'.nn~:r!3 or orgaTli.21!d ill (Agricu1tUl:.:d ass()ci(\lioi1~;. 

The money \r1,1l be appro~:imC1tcly equally divided b:!t\,lcCn L1IL~ 

sierr.-.:. (lrec1 nnd the cC'c.';tal ':U:r::1S. Since IIl0St of t1H~ ;lgJ:jr:uJ!ul'al 
infrastructl1re (1:o.1d8, irrir,.')cLon, mtlrl:(~t~~) in ti10~ ,H'(':l \'.';1:; 

destroyed or da;11ag l ·d by the earthql.wkc, virtu;:']ly evcry frd'il,inf:. 
enterprise suffered some loss either di~cctly or indi~e~lly. 
The sub·,J.o:tn[,; \"ilJ. not only iw1p ~:;rl1.:ll1 ulid IIlcC!'i \:111 :J iz\(: '-;,t'l,.,!::; 

(up to 3D iu-i.gai.:ed hectares cf!1J,Lv,11cnt:) in the ;lJ:(';] },'('I!,'~ >: C:iCj 1: 
produeti.oil pot:21'11:ial.) but: IIny ;.11so ~iVL' them i1 c:!JllnCL ;l!I\',:> 
cI',eciit .'rid tC:CiIlJi,C[',l ;,Ssist:tlnt'" to dt'vc/(,P a hi.t',~l'..!r ,:;1:(' « 

Tn:ocluctivicy throtlsh il:tC'llsii iC"-I('-jOl't Gn:l di,vel'~;:i.[j(·<1ti.()n (II' 

their farming (Jp2l..'n L ;,on. 

Silnl1 fa::m('j':: of tlK~ Si(~n:;1 as \vL~ll a[~ l:h(~ Co,"::!' \;('I:l' 
mi.nim:-;] pllrljcipri.nt:~ ill l'.hc.~ wnw)' CCOllOl"y before thc' ::l.~',,:(,',;i; 

diS':lsters [;true!;: theJ( nre::t. 'l'llesc C:I~Jllld.l:i(;~: n:d\:c(~(l l'V',';} (I.:,' 

slight exp('J']U~:'.~ in tl~,.~ n;on~_'y n:'l',']:f't':, rind 1I1:)[C lr1pofl';:ntl':, 1'1. ': ,; 

in a SC~rilJll~J (1c,(~,lpi.l;diz<lt~on. !'!:mv :LCr;t ; 11 of their Col;'; ;;\J; 
i,1..'" tlwlT It'Jc!:-~to(k) tool::-, [:tnn fL,:t\1i:C!~': and oth~'l' p')~:, .':':i(;n~;, 

and h,1d Chcdr hCI',kS def,('royccl. OLlwr;, \oJ(;re [(J)'(~(".l I.n : ('1] '.'lil f 

).'elliaincd of i:!,cil' sDvini~"~; i..c., li.vt~r;t()r.k, tooL: nr cllw, 
pos:;c,<j;:ionf: tu h,:lVC [,uff-lci,l'nt' t.1o,n(~y to ray fur J);::~jc lH'eC',';:';! 1 ',:, 
'l'hi~ loan \J'llt el1nhl('~ Lh(~Sl~ )ll:(lple to buy the IWc(':;sary :;llJ1;,jj,':' 

to rcplar.c l(i:'''l~!~ ,mel to i.ncle:l:~l~ llH'it production. TIll'I,)l'linll 

of the' 10;111 to h(~ di:~hllr:;ecJ in the.' coanl:al <lrt!a hi.Jl C(llJll' i'l ;1 

vt:!r.y 0PP0l.['\1I1C' Uf11L' ;:;jllr.~' ('hi,s l'('[:ioll i.:; now :;uffc'I:fng it;, ::/'I'I)IHI 

nHt~lral di:;;I!;'u~r 1n J,(';;S li1:111 l'\.,'\) ,yearl; tlll(! to the 1II1PJ"('Cl',jl'l1tV(: 

f'loodillg c:ll.u,cd bv tlrlw;11:1I1y hL';IVY r;li,11 fall. 'J'ltis flOl)dillf', 

h~u; C<lIlSC'U crop lo~;s ~;j!~njfici'l\1tly gr(,~Jtel' tlwn the ~Iay 11)70 
cnrtlJqllak(~. Suh-loanf, in chis :ttl.'a Hil1. he 111'eded Lo r.ep,)iI: (111-
farm db~.1~l:L'l: ci;t!ll:q',(' :mel l'Cpl:lllt: rrnpn destroyed by the di[;(}:;t"I':: 

B. 

The nrc.1 of central Peru affected by the cllrthqu.:1kc.' r.tnrl::j 
lIt the Pncific COHnt .1nd Rtret:chcs inlnnd to the east, crosr.lnr. the 
Andes and extending down the cas,tern slope of the Andes (see IMP. 
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",. IYQ1'4ttt )' 1<1111 5 us in! routine proccdurcR arel 

roUtoo" 6,000 Kellin . 

Corn 1,100 Ka/lln 

&lh411 1 900 Kellin 

tt.:U' l oy i,200 K'l /lln 

AHnll ... 11,000 Kr.llln per cuLtinG 

Ani iM.lll1r.'1 \ II'l l ('n ,; ioll dCr;10nstnltions on I ),picnl l and have 
.. tNN" Il u· IlO lUl thllllY or 1'1'ochu: lnr. up to 20,000 l{u /ll n of potatoes by 
lull\ 1"n l " IIlOyulllll(ll hod tt or cultivation. Thin includes the usc of 
rOlllrtf!!it ' "rlil lY,w. r""al c ldcr. , botter wced con t rol a nd i r "igation. 
'Il1tt'O \'i"d vorl li n,. of rolnlo"r, t'hnt have becn devuloped in rcru a L'C 
ttOllWnl )" I\I'O\In I hrouUhoul ruuc h of the aroa. Corn production' can be 
dOUbl d by u, l"K r cconwondcd ntlounts of Cortilizer on the present 
nub, Ollan ptl1l 1nllfed vuh: tic!' . 1I)'brid corn vnriotbs utilizll1 8 
r nllhor h.wo profluccd ovor '.,000 ~/Hn . 

Uhenl produc ti on of 1,110 Mtive vadotieo ns s hown above if> 
rttponttd 10 ftY,1r:H:O only ?nO )\1; ,.. /110. This whe a t h of Q spadal typc 
\tllh ta r r..t ~ I OIlt1A I Qct lttlfllQ\ 1I o r n QU :. Uly Ilrefe rrcd for homc cOIl!.ump­
, I h 1I(tW ~1 v r , l r.l llfO\'cd vi\rl"llu ~ o f uhc;\t vt.th proper (cl' tili::::J.tion w," ,'r\l'tlt,.1· ., .oon )\1~ /lIn I n I hl ' :In':I , The Ui n1 stry of ACricultuL": 1:; 
f\ "nl'l lhll 'Iu ·rn ll ... • 0 1 WIWIlI llt'ocluC"llun through the tl'llRs fci" of 
, UIO "rrtlan'" I II uhnn t Ilrolh l!' I IIILI' A r,ov C'l n lmcnt .:mnounccd re st ri{:­
Ilon @n ,"'1"'0 .... r kn lllll: ou t ~ IIII' or Lhe 1,ono hocaUlH' of tI bo r: l.cl'Lll 
'nt ,Ion ( 0 1 "'od h)' Ihe 1111 1111<) vlll a.lso I'e nd to cl'pand whe n ! ilr:rcaG'!' 

or Ihl hnll nolnn Qut elf ptl l:llu proc.Juc tion I'ou td also be li t ilizod 
rOf for.lftt' rrodUOllCln . ::llIt'" l~o l lioll nrilliltodc 16 found 1n Ull~ nrca , n 
~\ n-, Ir l"G ULlulI I " rCCUIIII:l('n tlc~11 ro r pO lato produci ion ; hou~v('1.', t hi s 

, uliu. U y nOl ro110\1(141 by t ho 9mn ll ' lond ounorlj, B,ult ey i s usually 
enwn ~" poo r r I' ('Ii I ; And dO rllO lHH 1',' Llon rC $\1 11 G uhou lhat rerl'ilizcl' 
.ppH ~'lonJ ulll Inc rc!I" "o Iho yio ld frtlm l,200 KG/lin t o oyer 2 , 000 Ke/II;]. 

Alhlh doull t11C1 rUIIIQ \ y woll in Lho moun tain valleys such as 
,hit 4All"Jon tlu IIu.y l ntl . No rlnUlcfl arc nvni lBbl c on incrc:tsol.l pm­
"U"I Ion I hrout\h 11 m lit U 01 hu Il lIf v.utc tics ;tnd Cerlll hi! eion, hut re-, 111', It" ,-.olllll· j' ji yo.' I!' II., ,, "how ;, n Improvemont eve r tho indiSllllOU5 
V~ " fll)' ftUWII: A 1,'1 11 111nutlle ror:t n~ vnrlct)' of onl. ; ,is a 1.so crown i n 
,Itt' .. , .. l or Ih l·" ttw k 1.~(" cI. III fl um, it is ('st.imilr~d that LotRl pro­
' 1111· ' INI .,1 n I' "I" 'II~ III I It" ,11" '/1 \loul cI hfl dO\lh\c~ hy u t lllz lnn PL'Csc llt!ly 

totilt ,,·,.1111 \'1111" " 

A,. ~h.owlll·'·' · ' III IIII' S I"I'r n, I.lIt· IlO lHiO~t;lctn o f l1von t ocl ~ -
,f,n. ' " , liholi ll ,\wl Illull .. I t' hUlh 1111 c'r.anomic ,1nd n prcst:Lcu f u<.:l:01.'. 
t.lVitWluuk I" '" .1 .... 1111'. til C'llilito l uct' lInru\nL on Md Ihll nntm31~ nro nold 
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at t.inms when money is needed for unexpect.ed exp~nses. Thts was the 
case after I'he Nay 1970 eart.hquake ",hen many cattle were sold to ob­
tain cash to rl~build damaged housns or replace tools and ot.her posses­
RtllnS I.hal...wet·C! lost. '['hp Oppartrnent: of Ancash, all of ,.hich is 
lncluded ill thn disast.er ZOlle, had 1100,000 hl'ad of catth~ and 700,000 
hl'ad of sh(·~ep llr>[or:e Lhl~ ('arthqu.lke. It is reported that th(~re are now 
only 280,000 and IIIJO,OOO hl~ad rf!Rpect.ively. A more accur.ate figun! 
will b(! available aL the r.onc:lusion of the agriclJltural ccnsus Hhich 
wi 11 be mad(, in Junp of 1 ()7:~ oy 11l!~ M;NIN. 

Tile catClI' are usually a non-acscript n;ltive t:)'PI~ llith 
vp.ry low mUI! prnc\lIcin~' C;'Ip.lrlty and vpry SIOH gJ:ol1th charact.eri.8I.ics. 
(At rnatud\.}' \.1I(~y H(~ir.ht. I·mly ahollr. 800 pounds). Thc)' serve multiple 
purposen; i.1~., for mC;'lr pl:nr\lIct.ion anu/or' milk <Inri frequl~nt1y as 

'draft ani.l1lals. Sh('ep ailt! pies ;Iri' also of poor qUillU:y and have ver), 
1.01. productiv(, capacity. SIlpcp from UII~ area, for eXCImple, ilvrraGe 
less lhLln one plllmd of poor qllal i.Ly. \~ool per j' 11,U' J.nd \.Jeir,h 'i0 pound!; 
vc maturity. Nilst farm [alai li.p.s al~jo h;1.ve ;} [1'IJ 1011 qU.111 ty chi.ckells~ 

2. CO;] d -t.l I\~l··.i. on --------_ .•• ,"> --
]n tile coastal r~~L~ioll, tltet'p are ,1.prrClxil!lately 16,000 

fami1i.I's \:hal~ (::tcn Iheir llvil\~ [r'om afjT:icu1tlJl"(!, \-li.th .1 clllti.v.ltl!d 
area in excess of (;G,O[)O hl~ct'''re:; (r.lai.nly in fef!der.1inn <lntl fon<l:;::uffs 
--corn, bean plIlses, Lubt'rs, frui ts anel '/f!cetablefi). T1t{~ fulluHing page 
(Tab11' 2) ~;h(J\Js preSf'[lt l.1I1l! uti lization in the coast.al n:r;i.on ot: 
the aCfreted zonc. 

Sub-loans in thl! (~();ISI<ll ar!'Cl I.ill gp.l1f'r·ally finance 1:1·!pai.-c 

of on-farm disastnr damage, .1nd the rnplacem~:nl. and cultivation of 
labol' i 1\ LellS i. VI~ crops sLlch as corn, tuhers, beall puls,~s, forabes 
and VI'Cf'l:ahlcs, Scm" may al~;o rillancp SOli'lll dairy, p01Jltl~y, SHine 
and o\:hi!r 1 i. VI':, toe1! olJl'ral i OilS. ertl('rillly ~,upcrvi s I~d crl'dj t itl the 
cO<\fjt.ll rcGioll.·; har; lWcn tll r<1l'n\!~r:> opf!rating slif',hUy lar[:,.er: hnd 
parcel.!; wi 1'.11 IJcLt.(,l· t1ncl,~rsl:anrJing .11111 utilizati.on of \'.l~CltlloloGY than 
can be! l'xpecl· .• ·d ill 1.11(' S l('ITa. 

1. .(.~~\~!.!p._?Trn ill!.' . 
fl10 Pf'.(I~)l('ms of IP1Hlulf, to Inany VL~L'y small. Lll1d OHII!!t·S al'l~ 

"f'('nglllzPc! by till' tlini.stl·Y of' Aeri.cllltur:r~ alit! C(l\ph.1~~is ~lill be eiven 
to C()ll.l'clivt' lO.1nG to ~rnup~, or rarm0.t·[i that arf~ Llrminc COllI.1C,UOUS 
small holdinp,s. Thf' ll'nding III r;roLJps h.l!; \.wo dislillct <1dv"ntilfj('s. 
It· Llci lil;llf'f; Dupervi.sioll or thl' 10.111 .llld till' 1:I'llUp pressul:cs I1I~lp 

10 obtaill paynll'nl 01' 11t(· dl'llt:. II' is pxpN·ted thaI: a con~;idrr:.\bl0. 

Po(·Ii.on of II\(, suh-ln;lIls 1111<1('1' litis ilcl.ivily lolill be handled in this 
Lishi 011. '1'11(1 pl';lcl i.c'p o.r f',nllip 1 ('lid in". ShOll ld hit VI! .1 beneficial 
(,[[(·ct. 011 tr.ll1f, fprn'ncp or t I.'citnolor,y 1.0 the min i fundi.o and wi) 1 tr>nd 



._~_Ti\I3.L/E 2 - ArmAS OF PIUNCIPAL CROPS IN HECTARES FOR 

COASTAL HEGlON OF AFFECTED ZON~ 

Crop 

Cor.n 

Gr.een 1 C'!:"lImes 

Beans 

Fora(',e grasses 

Tuupr.s 

Rice 

Vegetables 

Cotton 

Cprea 1 

SorghullI 

Area 
(lias.) 

'33,228 

5,060 

2,056 

7,900 

2,119 

1,170 

1,427 

800 

727 

1, B61f 

9,'376 

i. of 
Total 

50% . 

8 

3 

·12 

3 

3 

2 

1 

1 

1 

2 

100% 

Average Production 
(Kg/IIi! ) 

2,500. 

3,200 

1,200 

lIS, 000 

5,000 

4,800 

8,)00 

It Includes the Chicamil, Noche, Santa-[,acrnmarcil, Viru, ChilO, 
Casmn, ilnd lIuarw?y Valleys. 
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to dev('lop I hp ("!ollcc:1: t VI' uSP of l.met for common purpose~. 1n 
ho I.h th <! ~ i (!ITa II nrl I.Il(> COil S I., I' hpre has a I ready been con s id­
pr.,hlp. growl.h in I'.roup farrninc wh~~t:her in prc-coopl~rativcs or 
c:oopr>riil:ivps, as a result". oj" I.hl~ implementation of the Agrarian 
Heform Law. Larr,e landlloldings formerly operatinG as sinBle 
('ntitlp.s have or are bf!inj>, passed to the farm workers lolho 
opnratr the property llsinG onp of several mechanisms --usually 
ei tiler t.he standard cooperativc or a SAIS (Sociedad J\cr.:opecua­
ria de Intenb Social), a net'fly created type of pre-cooperative 
arra~ccment. Under ~'SJ\[S the land formerly under p~ivate 
o(,rnersl1ip continues to he opC!ratf!1l as Olle unit. The Horl{crs 
of the es l:ab1 i.sllmell t form a COl'P. coopera I: i ve to provide the 
necessary labor.. In addi.ti.on to this Horkl~rs' coopf~r.:;.tiv(~, 
the SATS is composed of t.hl' fillr:rollndil1(; communities and villilCl)s 
which have sm,t11 ho1.di,nf'.s of their o"m, independetlt of the 
communal holdines. t\ bo.1rd or dir(!ctors i.t> oll~r.I·ed [eoCll the 
p~opJ.p t~ho belollE to I'he J.,llOt' cooperal::i.·'t~ and fcont the 
inr:lud,~d ;;ur.rounding comrnur.i I i('s. This bO':lT.d ill I:In:1I hi,r.'~s a 
technif':II <I1rp.ctor of the orr·r:II.i.nn. At the end of the opf!t'at­
inp. yC:ll' ;1 portioll of 1.11(> pr· .. [itD are tUf'rlf!d over 1:0 tll(! pl20plp 
who acl 1I.111y hav(! providf'll I hp Llbor. Th~ bali1n':I~ or tlh' 
profits .1['(' then uLilizNI 1.0 pl'ovicll1 improvf!d ~ocial ~p.r:vi.ces 

for thf' cormllunitl:'>s ,,;ho ,11'(, p.u'l:ici,pat-.ing in Lhe SOC1.p.I·y. The 
SAIS (Jr'{',i111izal·.ion can lilll~r b'"COlllC ('rUt' coop0.rat.ive [arlos. 

Jlnth c;oopf!r,ltivE' anel S;\lS O"(',;IlIizutillns Hill'be eliGible as 
sub-borrowers under thi~ luan if they meet thp other. qualifica-
tions. Tn r-.he coastal rI'\r,l,on, :1 cOlllprch0nsivl~ prov,ram of 
inr:.:~r.ri\l nll'"l [,el:t:l(~rnent: coni;eillplaLp.3 th.-! cre,.It}.on in the Ileal' 

futui:e of SAfS type oq;anb:at.iotl,'3 ill each of the major valleys. 

c. 

iJit.llill 1.110' ctisast.r>l' area, the co,1stal r.'cp,ion ha~~ b~~en 
thr! only !"~r:i.pi(llll (If prf!v1.ou::,; AID ngri.cultural cr:edit. Host of 
the Fund ar'l.i v'ity Oil Lfl(, CO,l!;I' has b!:'en chanllp.lr:!cI through thE' 
r.f'\gioll;! 1 of'fi C(' of Tt'uj i 11(1, I.!lough t.het'e is nOH ,1 1l!:11 regiolla 1 
nrriu' at IIllacho. 

'1',,1>1,' J inc! kilt I'S I lip nllmber Llml type of sllll-lo"n~ 
rlisllurf,prl hy 11l!~.'3(> Ilrfi('(\I1' rnt' thp YP';'lrs 19lj8-71. 
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:rrujillo's portfolio refl~cts the evolution of the 
Fund from a soci al welf<ne, hif,h volume lending opp.ration to 
productIon credit ori~ntation with emphasis on cooperatives 
which hopefully m£!ans fewer. accounts and a more manap,eablp. 
opp.raLion. For short ter.m loans Trujillo ha's gone from deal­
ing Hith OVPl' 10,000 sub-borrc)Hel"s averaGing 20,000 soles 
(abL'ut $')00) per shor.t: t«'!l:m sub-'loan in 1%8-1969, to dealine:> 
Id,th ilbout 1.00 borrowers aVl:'raging 65,000 sales (about $1,500) 
in 1971. This r(lori~ritation is trU(l with long term loans as 
woll. The fieur.es r(ln(~cL I',he transfer and consolidation of 
I'llt" sm~ 11 fa rmt~l' b 1:0 gl'()Ups. 

COllc0t'11ing typ.,s nf sub-loans, lonr, tl'rm crr~dits 
for the pUl'Ch:l:>(~ of equir:lil'lll. repl'C!senterJ 69% of the! total 
amount in l.onr,-tprm 10,ln:, in 1971, land ilJlprov(!rnents 16%, 
l\'/cs(:ncl< 131., ;\lid forcGI.r.y ~!%. Fot,' tlte I~nt'.ilc redoct, 
TrlJjillo'n Sllo('t·-l.t~l:m lO<1rJ~,; (crop and li.vestocl<) have exc(!cded 
long teclII 10;\n,; al: a ratio of 11:1, t.holJeh year Ily YC:lr. this 
proportion has [alil'n. In 1971. :){I% of total amolJnts 
represcn tcd short- tel"ll lo,1n:~ and t~6i. lone term, Hhich a Iso 
reflects thf~ lleH orientati.ol1 to{,'<lrd the capil.alization of f,r:oup 
enterpris('s. 

l/uacho's portfolio, baser! on olle year of oprral'.i.on, is 
primat"i.ly in r.rop loans (H'ii.. of total), \oIhich l'0.flocts the 
(lillphash; Oil irnll1,'rJiat'(l rr./l;tiJi1il'<lt:lon ('[fort.s in that yf~ar. Th0 
rprnaindf'l" of Ih(l slIb-lo;IIlS disblJrsed in 1<)71 Wp.l'P larg('ly for 
Ii. Vf';, I ocl{ (I O'n and 1't:]1I i (l1:!PIlI' (t.~<). 
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lit. J"he Borrower 

A. Executing Av.ency 

The Republic of p(;l'U wi.llbe the B(~rrower with the Minister 
of ECOllOn."lY and Finance Sigl1ir,g ti-u'! Loan Agreement on its behalf. 
The IviilliR1:r.y of Agriculture will e:\ccute the l,roje'ct? providing the 
policy cHnv:.t.ion and progr::1.ln coo:nlination, as well as the implementa" 
tion rmlchinery fo:r tho Sur:!r'·).8,~d /:..gi.'icultu1'al Credit Fund. The Agri­
c\1Ltu.l'nl Development Btu,!' p.l.21'k) will act (1.6 n.LC fiducia::y of the Fund. 

Tho b<1oic Ol'g(:.:r~i~ation for. the Bupcl'vised credit program 
Waf) ontnbJjr;hea ~.n ':;17:c;~nd'n'lo (.i.gucJ b~hv(le:fl. th~ AgMin (formerly 
l'f;!Pl:'ClJl):c.·i:e.,:l by' SH".:\ C,,\'J\f GnU ,-')[i', and Ole /'~griculturi1l D~veloprncnt 
B:mk (".nL~,.t!·:") in Al!CLI.f;~ l7l\'~" I'll:; liIinil3b:y' and the Bank establi::>hcd 
n~· ir~h~¥··:'-:f;(!ll('.~~· T1:lW~~ ~:i·.m.;;. Councii. at. th·:! :latio!;::.l level and a Btlbor" 

rEnal:-:: SyBt-:.''ll1. (Jf.' c:t'!.;..i~i. '.':n~·.IJlli.ti:eOf: at the 1: 1>[;1('10(1.1 and local lcvelr; 'b 

nl:-.. n~lif': ;!', ; }-"'cgrnnl 'tn.J (;tJc·:,di~);:. Lr) 'i.:hc :·,ct).d.f:ir.~ll of the 1\Hnistl'Y 
and Ow j·;,:c!:"·!:. The 'rtlc!j01' d\ .... ~ii!~. of tLe C(,l:ncil and it& cl'cdit commi~·­

·t"··"I' ····~l·· ·l':·'·' (1) /:01'1·,-.···\··.·,·,... l'"\l:"'l'~ \";)\;'-;""1 'l'll ]1l:'OC(·d't1.·C'" fo .... tIl" ....... J t.~.'-.· ........... '1. lJ ... (~.l'_"":...4.L.~ •••. '_ .• '-, .. Ll..t. "._ oJ ~.' '-" 

p:t'ne:;:~:.m GUI~Ii,iu~.c..l\i: \' . .:i~.l, 1~:O3 ~l:rrlls o~· the J\ID loan ,tgrecrnent; (2) 
., - ".J' , "' , . • (3) , t ~'1 Llp;J:.·ove Ct'.!}.~(·r~u 1~;I))):~·I"·;i..:(f~ !-l..Jt.~1 ·!,.elr.(u.nf:~,.';10ntl; n.nn _ 2no]",). 01' t:H~ pel"· 

fOl.·) .• ' .. ·.,1(,,(\ I):': C~.,.n ch:·:J..;·, ··,;;(,j:,,:l).,:d t-:;)'()cU:,' to i:hc ./\iinietl')' und the }3,mk 
\1I;(l,;:/' ~.:;.e (::,.-:.;;LJ'd .. ;~(~.tb:1:d '~/lr'.'lr){I)~:~L TLe dnEco Clsnignc.d di.l·c.d:J.y 
i:u Ow h';,,;~d (-;'(;1'Y' (Fh'J.J·l. ::"·;'ilt;·.·;:::J of. P j"'()!J.10·~ iO~)r .Ii i! I.' ,l l' i~n l{('folrn 'u nd 
Fnr:)!~·f.:-."/) a:,:cJ \0 J.1A'~!V'.:I'l:. ~;i:cl 1!-··::I}~l:).'i;e l.!\:.illL-: .. ;:W. "pplicatil)nr,: provide 
tcck,~ic:,d <·i.~od.f.1b!l\:u 'in l:hc~ !.1n!.~"'·')G~'r()\!("1:!Jf ,)1H] follow thl'our,h 011 

p:c(ljt:.:.L u\-z,hmi"io'·J. (\~l'L(~ ba~'L c()1Ic::;:.:.0 1lD. ':T'iH~ cj,ltiC5 <ludr:ned clil'ecj:1y 
to -:':11(; .\3:w1;: ;1i.'l'! (.0 ;LC~) au :', !.7:h,c;L\).7 lOT ;.1-.c i:'uncl <.wl to Jinhur13c p 

colll:'r.;( :!'zj(:: V(.co>.mt 101' n\b!(·<l.n '\~.·!ls. 'The Conlleil itl COIJ1posed oi 

tv/o vcJj'lnr: :1.'( !'J':Cfi~lJ.'~:,"V; ','!:f) L0\)'J (ill; lJ:'uL <:n~J thru~ .{rOl~' the A!~l\.r.in 
(nCp'i:..·t~tj!.~lti~ Man,;r:_'l'r; ".[ l:ll()!n)~'i(!n~ A;~j.·;:;':i·;·:n ndorm nlld Forestry). 

'The (:j'cciit t:(lj'nmit,(:(:!p:J ;~n: :j t'.",i)\)F(·c\ of ',;',\'0 vn\:ing reprcIJcntativcs 
f't'orn the j· ... 1·,1.\ntqr and LlllC :fron~ ;::1l~ B:mk. i. l'cr,ion3.l credit commit­
tl~C haa 1)()l:1l efJta1Jiinllt·cl ir, l~flCh cd l:JlI; niuc (q~r;}.rian zunCfJ by the 
pl*oJT{l.nS D~·.(~h l'eeiOlUl cOr)1.mitl:',~ il:t:':, .~\\lh()rity ('vel' all of the loca.l 
cn:c1H ('ol1ll"lliltees oper:d.:ing witbin it£; jurirdicUon. 

III addition to I.h0 :.ro lIupavi.!iCc1 cl'1.,::dit program, the AgMin 
UUCJf: 01" planu to !llie th~.u ol'ganhaLil>11. to carr}' out four other trust 
fund programo which ax;;: (1) 1hr. ,'~:"n LOl.'em,Q ColunizaHon and Irri-

*o{ which tlto Eanhqu,J.\w ~~Ollll it.! "Z one HIli. 

http:iuporvi.-.ed
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gation Project: financed by AID, the GOP nnd the World Bnnk 
($6,475,880); (2) the TingoMa~la-Tocache Coloni~ation Project 
financed by the Inter-American Development il[lnk ($3,302',000); 
(3) the Livestock Promotion Project financed by Iloll';lnd 
($800,000); and (4) a proposed Supervised Cred i t Program f:i.nanced 
by till! GOP (880.0 mi.llion soles. $20.0 million). 

C. The Mini.stry of Agti:.cultut'£ 

The Hinistry carries OLlt Its responsibilities under the 
program by using the oT.f,ani.:.~,1t.ior:;ll structure available for its 
reg\1lar operations. The Mini',U:y has lts heau'1u.:n:ters in Lima 
{-iith 12 r.esional offices (Z(Jt;.cs) a'.lel 158 local offices (a;;rm:'Lan 
offices and agenc1(3) covering the entire count]:y. The national 
(.I.nd :regi.onal of fices h~l. ve been divided in to clepar t:ments ~'Ji. th 
the. dC!J[lrtltlE'nt l1l:1llagern of the nntional offices hnving C()~1~~ l(h;rablc:: 
fUtlct.lol13.1 ::luthority over the rrl'lna.gcrs of the regi.onal and 
1.ocal o[fice~l. . 

Hit1:d.n tho. e.Tr.thqunke zone, the Af,Hin o[)lJr.atC'r: f):()lTl 

Gn(~ ): eg 1.oiw 1 (l c fh.e, fOLI:': ap.l.'<l'ci.an· offices (Tl'll.i i.:1 10) Chililbo te , 
ilw.l1:<tz, ;'1.nd F/U,ll:},iC hnco) , anel nurr1el'OtlS .:1 [';rar 1.:1n r:['.c:nc L~:) (c. g. , 
C"lraz, Vit'u, Casmu) Otuc:co), Profc:;,;sion.ql Dnd t:'~(.:bnical rK:I~~;0l111Cl 

a t the 'regiona 1 and agrLlr],;:111 of Eicc level exceed 380 in llum ber. 
(Sec A.nnex V, E~dd.bi.t II for i\gr·iin O1'8·:mi.;;:ation iltl,J pcr::':(JnnQl 
chtil ~'7ithin ea.t'(:hqu~l!u~ 7.one). 

The Nini.sLry's Depcl1:Lmcnt of Promotion (-ex'OIPA) (!~;tab-
1.':.shcd a Crcclii..: Section tvithLl its D1.vl.sion of E;{tcnsion to :,·:lv:L::2 
:i.u, ·.:.inr.~ rr''"Hlc~getnCn;.: ron the ()P(:~J:Cltjon of the pl'ogc.lm. P1:E!Sr::iltl.y, 
thC-l:;.~ .:ll:e 1:\-70 l~l1Ipl:)1,"(:(~.:; ill liw C'CC:~Ji.t Section at the: natiD[\-:'.l. 
office) m.ld onc C::CdLt..: J~jec1Jll'l.::;(: "l;-:;:;i~;1(!d tc c~;·.ch of the 
.n~.n(! regi.on.:d. o[fJ.ce:;. 

In Jl1.J.y.191l, AID approved il ~jinl.str.y p:r:opoGnl to 11::;2 

,?J7:~ ,l~ll fi:O!'ll Fund t'cflmJ:J to pL!l.cha~t:~ ~ql1ipm(~nt [!IlL! (~O (;("l,I:I:nct 
28 eTllpl()YN~s f(jr lB mOll Lh~i fot' ehe Cred it Sec tion. Ten o,c these 
employees I·k':;:' .•. ",~~;·.i.:():i"::::i··::'O the lw.tionnJ. office ,111ci the oLlil'l' 
(~lghteen to the nine rcgi.ortCll offj.cc~; as credit sj>,'ciali.stG. 
The st!:engt:lIening of the Cr.edi.t Sect:i.on should greatly C1s:Jist 
the Department Manager of Promotion to improve the planning and 
control of the program ~,ithin the Department. 

The credit specialists assigned to the regional offices 
are under the ·supervi.sion of the l'egion.1l m'lnagers (Zone Directors) 
'fa strengthen the control which the Department Hanager of Promoti.oll 
can cxel'cisc over the program, the Ministry plans to place these 
credit specialists under the di.rect supervision of the manager 
of the Credit Section at the national office. 

http:Prese.tl
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In addition to the Credit S(~ction. the Department Manager 

of Promotion is advised by an Excel'ltive Credit Coordinator. This 

position was originall~r C'stahlislwd in April IcnD as a staff position 

to the Office of.thc 1vlinister to coordinate the managt'nlP.l1t of the 
program a rnong the three department managers invo Ivcd in the 
program. In 1971 this position was transferred, to the Department 
of Promotion. 

The Dl'partml'nt 1\1ar:agel's of Agrarian Hdorm and Forestry 
du not 11;1\'(' st;lff sections to advisl! tlH!1Tl on the upc)"lItion of the 
c\'(~dit pJ'ogrClln. This, ho·wever, is not a 5crious problem because 
till' Department of Agrarian ndorlll has no!: c~:tcndcd tilly suhloans 
uncleI' the program dllrin.~ till' la ~:t: t\vO years and the Department of 

F'Ol'Cstl'Y only (':.:tent!l'd about 3 1H'I'cent of t:lH' toted subloans. 

Th .. ~ B,,:'lk if; ,l govl'J'nllll~nt~'(Jwncd in!;titut\on C'stablb:;hed by 
Dccree Jaw 71./'73 01 August ](" ll):'! 1:0 develop agri\.ultul"<ll produc­
tion by providin~~ f<trmi;lg illlt! stock-r;dsing activities \'.'ith the finan­
cial reSOllrces rcql11t·C'd. J.t is ;ll~j:hurizcd to c;trry out credit,. tech'· 
nie.,l a:;~,i{;lance :llld CUn1l11C>l"ci:Jl O)Jr'l'cd.ions and may ll:-,\'c ,-:n equit)r 

iuterest in ,Igricllltll r,1 1 cJlt.i'rpri!~(: ~;, al J fnr l'i:1.i 0.11 it. 110 ..... has illl <,ULlIO·· 

)'ll'.l~,j cal H.~~.l oj' fi/, JIl l,i n i,'11 (1'.<:t''': r:(,. :1(;1:'(, of liOVvr:il)Cr 15, 196'r). 

The llighc!;/ ?lItliOl'iLy or t.he Bank i!J it" BO;ln] of Directors, 
cl>nsistin!~ )f ('iglll 1Il('lllheo;, ,-Olll of whom (1)'C appointed by thr~ 1\111'1-

j~;[(~l" or Econolll), ;Iml Fill(lIl('I~, ;lllrl th~~.othcr four h~,' the Mini<;ter 
or /\gl"icul1t1I'C', Jncllldcd '1Il1LlI1/'. the l1o)'nil1('I':'; oj (he Ivfinis('cr of 
AgriClIlfllJ'I' .1I'I~ the E'xc(,llliv(' Director of tlll' Jvlini:;t.ry, thl' Din'clor 

0r the Sl'ctOI-;1! }'Jalll.ill!'. Of ric I' (USl'/\) and a l'eprcscllLltivc of the 

CC'lwl"al HUI"l'illl of \gl';II'idll [{l·forlll and RIl!";" Sett.ll'lIlcnt. A repre­

:ientative or (he lv1':nir,tl'1' of Fin;',:cI' "t'l'VCB as the Bankls Prl'siclC'nL 

Under th(' Ofricl' of the' )ll('sidell!. there is··t.he Office of t.he 
GCIH'ral lvlilnagel', the chid ('xcl'lItive office rc:.pon~:ihle for Credit, 
Final~ce, Adrnini::;tl'atinn, T(~clll1ic;,l Supcrvi!;ion and Development. 
(Sec J\lln(~x '5l Bank Cil'nel'al Organb·.atiollal Chart). 

The organization l)f tlte Hank's 13 regional offices (branches) 
ilwl 81 IOl';lI orficl's l"dll'cts Ihe nallle general strllc.tllre. Ilowever, 
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ill 1')64 the Bank established a Trust Fund Office to oversee the man­
agement of its trust funds, of which the AID Supervised Crcclit Fund 
comprises about 5(, percent. This office ha!J ten employecs all of 
whorn work at the national offke. The administrator of this office 
(Tl'u~t Fund Adminis trator) 1'~'pOl'ts to the Assistant General Manar-cr 
uf lIw Bank and, with' rl'slH'ct to the progl'am, has cunsiderablc 
functional authority OVl!I' tilt' Ill;lTlilgt'!','i of thl' !'pgiorlill and local office'S. 
Till' pl'incipal dllties, ()r t1X! Tl'llsl Fllnd AcIrninistr<1l.ol· with respect 
III Ihi~ pi'ogl';lIl1 'HC to: ('1,) St'rVl', without vote, as tht' Sccn~tt:lry of 
thl' Tl'u~t Fund Council; (2}'Il,oti.ry till' cl'Nlit COl1lmittee and the Bank's 
l'Pgion:ll and Ioe;ll officI'S of lilt, policies and procedul'es established 
by· the Council; (3) l1laintain Hllb,ji"c1iary accounting Tecurc1tl for the 
tJ'a\lH<\ctions of tlw Fund; (.l) pt'l~J>aI'C accounting and ,ltatisl:ical reports 
on the opf!ration of the progl'am; '(5) 111onitOl' the performance of the 
Pl'0gl',un duties r:lssigned Lo the I1lLlnagel'S of the rer::ional and locCtl 
offices. 



]7 

I V • Prlljp. r: I. Ana lysi B 

This loan of $5,000,000 1'1111 be ell sllun',ed ill soles to the Bank's SUp~l'­
vised cn~di t Lru::;L func11( '1'lw lo~n Hill be earmarked 'for use ill t.ht) 
carlhqu:lke di :;ast~r area, Hhicl\ Jnr:iude[; arc~w dL\I~laf,ed by f100,1 jn 
~hrch, lSI7~. It i:-, pl'c~;elll1y pL1I11IHILhat the us(: of tll(' ftll1ds Hi.ll 
hn ahout (~qu,'Jl1y cti.vjd~~d heCHC!!!11 (:(~a:~t. ,Inc! ~):i.('rl'a. A:;;)L!1I!iIIC ,tIl ilV(:1'­
<Ie/' I (l:1n f',j ;',t:' of ~,l.~~OO fur l:l'Ul' :11111 farm i..nfl':lsT,rll~: 1.1I1:'~ :I 'X):I:~ (hl:'I.:d 
on ,Ll.t.:l fl'l)Jn Lh,' (':Il'IIH1\1:1I;,_, I~T:'llll credit. P10(,:l'·.lITI) all,1 :~),O{l(l ;"'1" ·I.i"c'­
:;\.o(:k I (J;lm;, (lVl'l' -3,',00 f;,l'nl f;lIH'II.ic!; lIill h~ rCilclwcl, 

.'I'h,! Tlll)tlC!Y Ilill 11(: PI·.ld,' ;iv;l'lldbl" Ulr'olli~h ::',lll,-;(l~I:J:; Lo :':I\:·~·ll 
and w:ditll',··:;i:·',od fanlf]J::; f,-I/' t.lw {lI'o;l\I'..:tlo11 cf' ~rl11:~' ;.1l1d j';vc:,t"d: ii:" 

ci(!:~,::ril)l)rI in :;('Cf.:OIl IT oC {IIi:; FIPt~l'. Th,~ 1.:'''('1)''; 1",.,II1,:p,1 '.vi! ~ h~ 

llIa.iIlJ.y c:n~'II, IIh':':l-L, odrlc,Y, ']lIiIlU:l, Lub,l:O;, lh;,;!! plll:"'::~' :I!l:! ;;,-'1(' f nl~ i.c·. 
alld vC:'l;(,'l.;lb!t!:~;, :;:t~rr:1 r:n'/'il.'l'f; h:1.Vf, Ijot, t:.C"!11 ill,.'II:cj(:1 in P)'I'v'1,';I,' .Ie II::' 

f:t:OJ1l l.hr· 1,'llllcl alid Uli,-, 1Ji] lOt' LlII.'.il' fjr:;\, t"':i'I'~'lC'l;I:'~' I,:ii.1l ~~:lr\.'!'''';: ,.(, 

c:ret11t,. ;-~()r,I_' of.' i.lH' r,il'HIC'r::', in Up: ;:jerrLl lu':" h:.ld I\r"it,·d ;!!,,_'!:11!: ell' 
crc·u it Illllkr ,I llH) lp:tll ;lllil 1,,;dl,Y C(liu-,t~d fillW'! 1-:-; b.l.VC lJ:!ll pP!\'i u:I::; 

expcrjc!llc(! :l.n bO!:l'ClI,:i lit.; unclcl.' LIp, "'ullci. 

* $1. 00 oqua ls 43.38 soles 
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- Kc~ps ~ccQun:ine ~eco~cs 
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- ;'.:.J:::hc~i:es <:.j·.-<'_:1ces 

D'!:~~.i-.es ~~l:'cy ar.d acZ:inisters ...... ,-
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- E~aluat~s operations. 
- Coo~dinates ADB and Ag. Min. accivities 

Agrarian, Division 
0:: Agric;;ltural 

Pro:not:'~:1 

N -
- Requests r~:'ffib~rse~en: ::ron A!D ! 

- Disb~rs€~2~ts to far2ers 
Ope~s ~c~cu~~s :or eacn farwer 
or group 

- Collects ~epa~ents 
- Prepares stat~stical reports 

for ADD (Lima) 

1 
1 
I 
I 
i 
! 

I 

______ J 

! 1 
! ,-------

L .. _ 

R~3i·~nal 

C:.:-edit 
Co::-.::-.i t tee 

Loc<:.l Credit 

COTmuittees 

- Approves subloan applications 
of organized groups. 

- Keeps cfficial records of 
meetings and regional 
decisions. 

Appro\~s applications of 
individ~al subloans. 
Supervises subloans. 

- Submits sub~oan approvals 
to ADB field agencies for 
execution of the investment 
~lan. 
Dete~ines amount of un­
collectibles 
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t;II"(>5 of nal'ural p;Hjl.ure. 
g) IIc! unable to obt.ain sufficient. credit. from other sources 

to meet his n(>p.us at reasonable r.ates and terms; .:lnd 
h)~ Accept techlliccil assistancQ, orientati'on, and super­

vision of the Ninistry.· 

Addit.i.onal requirC'nlents are specified for loans to coopera­
tive and pre-cooperative oreanizat.ions (see Annex V, Exhibit 3) .. 

2. :!.'X.l?es of Subloans 

Eligible projects ihcludc: 

,,) Pr:OCLlI'(~III1~nt of fertilizers, insecticides, fungicides, 
seeds :llId secdlin~lJ; 

b) Pr.ocurelill'nl of cattle, pigs, p,o;ll:s, poultry, feed, 
vaccine and rnerlicitlP, and otlJ8r: vet.erinary supplies; 

c) Procureinent. of [(1I.'rll machinery .:IIICI equipment or 
payment of rental servicl~3 for such; 

c1) I'rocun~lIlen t of matf'rials for cO;lsLructioll and 
repair o[ farlll builtlines and installations. (fences 
stnrace f'acilil:if!s, etc.). 

e) Payments for costs of soil improvemcnS r.epair of 
on-farm il'~i~ation systems (drainage ditches, canal~ 
dilte~. rJivi::;ion terraces and wells), ;lnd land prepara­
tions (land lev(·l1n[!, and crof>ioll contr.ol). 

f) Payments for wO:'k per.formed by fanner on land. 

,\I:Li vrtil~S which an' i.lldicible unr:let· the provisions of tho. 
Fund i.nclude loil.fls for th(l plll'chasf~ or. leJse of land, thl~ r(!fi !lancing 
of dc!bts 1.0 t.hir·cJ partI!"'::;, pilyrnflnl: of i.l1tet"f:sl:, the pur.chas{~· of 
w,hil.'lc!s .1nrl lTact.IH'S for indi'/idLlal f.wmers, and constnlct:iol1 of 
fiocial f.'C'III,'ni or- o[fieRs rClr cooper.1.t.ives or SA1S. The finanr.i.ng 
or crops in '.{(lr1.d slIrplu:.; (COfl'(!(·, cocoa, cotton, SUS'lL, etc.) is 
also r.;.:r;lur\pcl. 

On crop loans to IndividUal farm~rs, interest r.ates 
l~i.1l be no on amounts up to S/.lOO,OOO.OO and 9i. 011 amounts between 
S/.100,OOO.OO and S/.200,000.00.* For. the financing of buildings, 
machinery, irrigation worlts, etc. the followinB schedule applies; 

up Lo sf. '50,000.00 7% 
Sf. 50,000.01 1:0 100,000.00 9% 

100,000.01 1:0 1'>0,000.00 10% 
1'iO,000.01 and ill>ove 12% 

* $1.00 equul~ 43.38 soles 

http:150,000.01
http:150,000.00
http:100,000.01
http:100,000.00
http:50,000.01
http:50,000.00
http:S/.200,000.00
http:S/.100,000.00
http:financi.ng
http:viLti.es


These interest rates reflect the policy" 01' the Fund to sub­
sidhe to a greater extcnt the smaller farmers. Interest rates on 
loans to coopcrativ'?3 nnd organizntions 'are normally 7%. '1'his is condstent 
with the present operation of the Flmd in promoting <.:ooperat:ives. 
It :I.s 0.::;3lDlIed that at. these concess ional rates, even those farmers 
subject to the higher rates will borrow as much llloney as they need, 
8nc1 only :lll marginal caseD will the hiGher interest rate for largel' 
borrmmngs affect 0 dedsiorunoker. Thc GOP has estabUsllcd a 61, l:otc 
for fill sublonns mude prior t.o Scpt(~mher 30, 1972, to fiood (lisaster 
victllns fur the repa ir of the dumall,d :md destroye~l, irrie;at:Lon systems. 
':Phls determination HItS mude as 1:1 necessary devi.ce to sustain the 10ca1 
economy. 

4. Sub··J2.<.!21.J imit S,_ 

Uncle)' present Tru!;t: Fund regulatiolls, I:hl' ]ocel1 c rcdit, 

cO\11rnitt(o(~s rnay "'PI)1'uve individual loans of up to S!200, 000 (approx­
imately $5,000) and loans to cooperatives of the sarnc amollnt per 

aetive member. In c('I'1:~in case" (i. <!., for consecutive sowings) 
i.ndividuals may receive an add-on subloan bllt only with the approval 
of the Regional Credit Committees. The tot~l amollnt outstanding 
may not exc(~('.d ~i~tl"OO, 000 (approximately $10, JOO) in such canr:s. 
For tIl(! port.io), of the 10<111 allocated for the CIJc:tst. the ?bovC' l·l.!gnht" 

tionr; will l'cm:lin in dfec!:. Ilow(~\'er. for loans to the Sir'l'J'<1 the 
maxil11tlll1 initially will bc: S/200, 000. The diff('ring farm charact:eJ.'"j~;ticf; 
in the two reg~ol1[; V/(Irrant. the t.wo distinct l"jmit.:;, and in audition, (;)) 

thl' C\)a~;t: there is an ongoinG cl'(~d"jt progJ'~jm which adheres to tl1(' 
c,:isting maximums; in thc'Si'~l'l'a tIll' progrCll1) is mul'!' cxpel'il11l'ni.al and the 
is only lill1H:cd eXpf!l'if~nC(! with f~lrn1t'l'S in this )'(~r5ol1; it is nol 
e,.:pecl.ecl that any will require lOilltfi over the $:;, OUO ceiling. Should 
it appe,:ll" a~; the program ('volve~; in ,tl~(~ Sit~rra that tlH'J.'e ii.i :;Ilch 
clel11and and that: prop;l';\l1l perf01Tll<lllCe W:Ll";'ants largl'r loans, AID 

will confiid(~l' rajsjng tJ1P maxinlllJ"l1 Jin-iit. 

S. ~;l~.1..:).!2.::.!:l..P~~"t \V_r~('1\ Sl~..:l. a n(~onp -.T('E.!.1..~ C reel its 

Under AlD Loan (1;7 a proportion Df 3(1~~ long- term 

loans to 70% shor\: .. "ternl IO;lIIs wa!"; established. This ratio has beell 

difficult to l11i1intaill, ,Inc! wilh till' impact of natural dis:lstel', has 
not hel'n ar.\ll('l'l!d to. Whill' tht' educational fllnclio"n of ~:llp(~J"vi!;~(1 
el'C'dit will alw;l)':; c1l'pl'nd on ShOl't;.t(~l·11l production credit, 1. c. (crti­
lb"t'r, pcstidrl(~11 ;lIlel sl'cds, wh~h Sl'l''Vl' as the inr.tl'lll1ll!nt for ill!;tl'ud­
ing tht' farl11('I' in the' ilnpl'l)vC'ment of his production, the small fa r 1l1l: l' IS 

credit: needn are not in tid:; prop')I'lion and in fact" hi!"; nct:ll;il requil'f.'­
nll~nt for liV(·Htock. sheds, past.llre irnpro\'('nH'n4 irrigation l'e}ldlr, 

land leveling, ilnc\ l1lilchineqr. may be such ,HI to"require considerably 
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greater anHHlllts of'long-t.!rrn finahcing. In wUl'king up a rea sOiled 

invcstn\(~nt plan, the e:xt(~nsion agent should have the option of includ­
ing an appropi'i:tte amuunt of long-term credit. AID a}ld the GOP 
intend to re0valnatl~ the elements that go into stich a proportion and 
devise a fle::dhlc formula to allow the Fund to make balanced responses 
to the farmer's needs. 

D. !)...gMin a'!.r.1 Dilnk Administration 

1. AgMin 

The GOP ha:-; bCl'l1 fully cognizant of the Jll~cd to improve 
till' l)peratio'n uf tIl(' Fund and ha~ taken several step::; since AID Loan 
047 was approved to upgrade itc. performance. For the purFoses 
of th,l' Fund, the <q~)int0.I'I'd gn)tlps of the AgMin (SIP1\, ONR,\) have 
l;ll'gely been ['''p];\{'"d lly the Dil'cLci6n'Gl'l1el'al de P\"omo.~i6n A~raria) 
vastly simplifying thc operation of the Fund. For the l(lfot five years 
the North Cal'olin;] SLate Univcndty Evaluation Tcalll has worked d1j.'CCt­
Iy with the B,mk ilnd I.1H' I\g)\!in in ana1,yzing the operations of the Fund, 
simplifying the lO~lJl "Ipplic<ltion Sllblllittt~d by the suu-bo,.-rower, deye.J­
oping a SLlpervised AgriclIltu1".J.l Credit Manual which provides shape 
and stl'uctUl"P to all credit approval activitb~s, and c ["cating crcdit 
COUl'ses to hetter pl"i:parc lv[illistry pCl'GOnnel for variou~; credit and 
cl."f~c1it l'elated functions. Thl' iv!illistry has no\v instit~ltionrllizec1 
I:hi~l scde:3 of special training courses for <1gricuHul',d credit pcr80n­
nnl. T'he COlll'SCS e'1"(' conductt'd by the \'clltro NLtci.')n::1.l de Capad.ta'· 
<:i.60 (' Inv,~:;l:igaci611 pa r<l 1<1 Rdorl11a Agraria (CEI'JC~P,I\) allll inclllde 
training in all phailPs of the cl"<'dit process {fal'ln p1.111 an<llysL; and 
rrepar;lljol1, loan CXl'ClltiuJl, :;lIjl"l'vision, :>,ncl contt'oll. fn 1')71 foul' 

COllt"Ht'S and twu ~;r:lldnal's \\'l'I'l' condllcted. OVCl' l?'j Milli:;tl'Y cx­
lCII::;ion and I\ilnk credit ag('lIts p;lt"licipatcd, CFNCHU\ will g-~vc 
ovcr 20 c:ollr::cs ill ll)7? which \vill pl'ovide tr<lining for OVl'I' 800 part­
ie i pa nts. 

In addit.ion, the GOP h;\<; rll!cidcd to lItiliZt, SOlllC of tIll' 
two-sb~p money frolll c(!rl;tin AID loans to staff, anll.lllg othl~l' thil1g~, 

a pcrm;lllOnt Credit Evalu;ltion Office for continuolls study and asseS$-
1I1l~nt of Hillel pcrIormil.l1ce. l\t least 9 new cmploye('s with degrees 
in Agronomy will be n'cl'lIited to add to working professionals al­
ready engaged in Stich activities at the national level. 

p reviotls CV;J.lll~l tions of the Fund IS organiza tlon have re­
vealec1 a disunity and division of r('sponsibiJity between the Bank and 
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thl' I\gMin with r('BIH'd to Fllnd rnanagl'ment and collection opera­

tions. Tn rcspons(' to this finding, I:IH' F"und has rl'c:ently begun (:0 

illlplelllcnt::l new appronch tu till' problem of collC'ction responsibility. 
According to Agivlin officinl:;, tlH' Fllnd is now clearly uncleI' the 
control of til(' AgMin and the' Hank servel; only as a d(~posjtary and 
collect.oJ'. Bank cullection responsibilities include receipt of regular 
payment:> ,lnd fie'lt! collection procedures when a sub-borrower fails 
to make pa~'mlmt. The Dil'C!cci6n de Promocion'(.'\gMin) has recog­
nized its obligation to assure repayment, althot:(;h the Bank l;tiil re­
ceives the cash payrnl·nt". The performance of AgJ'vlill extension 
agentH will be judged to a suhstantial degree by the pcrforl11nnce record 
(including IOilJ1 J'epayment) of thldr client farmers. Uncler the new l'(~>­

gn!.lI:io!1C, all Il'Ic,lIlben; of thr Local Committee (coll1ro~l!d Df;~ J\gMin 
peoplc tll1d rl l1ank r('pI'I~:,rntativc) arc coliectivcLy chargC'cl with the 
t'UCC(~t;:' 01' failuJ'1' l!f tIll' Fund in any localHy. Each region in IIw Pl'C.'-

gram (tllt'!'l' are' .") I>('giol1s i,n 1'I1e' Disaster I': one ) will have tl team ~)[ 

cl'edit [il'))(!l'visoru who will trilvcl f1"Oln one loc.dily tu the l1c:;t 1:u '''(0)' 

vic'\\! ~nrl advi~;C! LOCil Credit COllllnitb!l's \)11 the sclr:cUon prot'("h!r('t-" 

P:'l!p'lrat.ioll or the loan :lp)lli'~'ltiol1 (~con()mic and l"l'paYrllcnt plil1n:), 
(Inc! ;U;Slll'C' th:ll dishursl'IlH'lIt ;lnc! l'l'C'u{lcI'ai:ion ~Jched\llc:; arc Iwillg 

adhel'l'ci to. 

III addition, ul.llel>' S\lgg('~;ti(Jns ;t1"O being ('()n~;jd~'rcrl in inljJ1',>\\',> 

the opt'r;ltiOJlf; of the' Fund. CurJ'ently, tJle cxtelldOl1 ilgcllt help:; tl." 
borrOY/(~T P1'q.1'I,r(' a plan, ane: p1"eScllts it 10 the 1'l1l'1:C nlCtn c'.)IJln)it~I.'L 

of which tIll' extenr;ioll agent 1:; a 1)IcmbcJ". One pn)po:;l'd chaJlg(~ ".'('111d 

inclllde " l'o'vi(~w of !'lit:' opcr;~l.ing pL1H of the: sllh-horrower hr ;1)1()thcr 

pcrsol' nol l'l~!;)Jujj~;ibl(' f01' it:; pl'ep;lratioll. While th(~ evaluajjun to Lt, 

II n c1 C l' t ~1 b .. n by t h (' F 1I n d rn a yi lid i c: ~ c a' n c (! d fur fur the reo n ,'; 0 1 i d ;1 ti L' 1. U I" 
authority, jh(~ c!clinr!ajion of rl'~,pol1~;ibili~y '-'11\:1 ir:~:rrasl'd ~()nh'nl di;;­
CUSGvd ;lll(\vl' should 1II1PJ'l)Vl' jll(' !;llbllJi1l1 j'epaYI1ll'J)j !"l·curd. Tlw C;(lP 
will COVI'lI;lnt to inl)Jlel11f>'nt ;ldrlitioJl.:iJ l'('CU1l1lllCnrlatiolls which "C!iUIt 

frol11 t h (' L' V il Ill.' ti () Il. 

Thl' l'l'splll1:;ibilitil's of thl' Hallk "1'<': 

J. To o1'g'll1i:"1' and I'Xccllte the crl~dil OIIl'l"ltiorw of the l';lIlld 

Hl'i \\It'll <111 to I'flecl. the' l'CU1WIllic C\lJ1tJ'o) ;Ind ac:cuunting related to till' 
IOil ns; 

2. To mak!' IOill1 i\dVilI1C(~~; on Ow dates established by the loall 
contl'ucl.; 

3. To clllla1:){)J'ate in determining harvest cIat(~}1 ancl yidd 
(lHt.imatl·ll Ull l~st:tbli"hrcl by the Fund; 

http:iiidic.tu
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4. To make col1C'ctions on the loans, llsing the procedllrcs 
p~'I'tnilted by its Chartel' and Statutes; and 

5. To pl'nvid,~ financial reports to A ID as outlined in the 

Illan ag rccrncnt. 

Suh-lm I'rowe r accounts arc kept in the branch offices of 
the nank. E'~ch qua \'tel' the accounting division of the branch makes 
a list of O\~Cl'r111e 10;:\n8, whether under 01' over 90 days outstanding, 
and gives tIl(' lir;t to the B~hk inspector's charged \'lith collection. 

The inspectors use this list to ddel'm-LllC which sub-borrowers should 
be visited. Thn in!;pcctOl' is not only chargeu wi.th giving writtcn 
noticc to the sllb-borrower of thl: delinquency, hilt re..r.<:!wing with him 
the causes for the: delay, If the reasons seem v<did, the inspector 
develops a new !>clwdule of payments, which nlight include st:rclehinG 
out the prine ip<:1l payments, a rnol'ato-.-inrn un pay111.~nt~:;1 0-;.' 1;1\(: like. 

This is submiUed to the Lucal Committee f,)!' its :tPiH'oval. (Il :;omc 
C:\~il'S the insp~'ctc.l' determines that the cau~;(:s fCd' tll'linqucn'~y arc 
l\njustified Clnd l'c«ni I'e "illtcl'vC'ntion" Ly the b;\tdc "IlItel.'Vclltion" 
ill this conte-xt 11wan:; w;1tching til(' crop of the delinquent fanncl' 
~nd :,cizing the CI'O]> upon h;lrVI'~,t ill ordC't' that the proceeds nay be 
lIS('1! Lo n'p;ly thf' debt. Thi~; is Cl r,lrc)y l\sed in';tl'llillent hec<luu(' of 
the' kind of sub-LoI'rowers with wholl1 the program work:.;, ;Hltl thl' 
prr-s!'ul'l' from tlH' GOP to adopt a knicnt policy tOW;l I'd them. The 
f<l1'IJ1CI' is, how('vcr, denied flllll!'c aCCl!SS lo c\",·dit, ;Ind other lend­
ing ill~;titl1tions arC' advi;;ed of tht: n0I1II:1ynwllt. 

Th(' B~1I1k intend·, to increa:;(' ih ~;lil[[ al [Ill;}!';}Z tr, hanr\lr~ 

the illcrc!ascd lending activity projected [01' Lhe C;,111ej6n de J-Illaylas. 
1\ new bank agf',lIcy will also bl' Cl'(';ltcd:lt Porlla!J;\m!J;l ill t.he l:;l3l:ern 
pal'l or the C;ll1cj{,l}, ~;lIbl();'ll:i for the CUCl',I;t\ di!;a:;Lr'l' a1'(';\ howev(-l' 
\\'illl)(' pl'irn;lrily fUlll1l,kd l.hr()t\.~h Ihp Lwu ('xisting hl'anch (,friel'S 

of thl' l\<tllk in till' ;1 rl'<I, one ill l-iu:1l'llO, tIl(' 0111<'1' ill Trujillo. [lu<1cho 
h,I:: only r('cel,e', I" ,'II ~;~.:_ .. ";' j" iu tht' ll'v!'l of il hJ'anch h.lltk (Ff:bt'Il;ll'Y 

I Wi! ) hut h;l:; ;"I'\',l<ly dlllll' ,'1;1. 0 Ildllioll \vn I'th of IIt'\\! lUilil approvals 
I'll I' tltl' }"III1<1. Tl'tljillo is a HI'lliuI' hranch hi:-.lol'icCllly hilndling 

;,h\)111 2(1):1 of Ih(' 1,'\ll1d hIlSilll~~:S, and hils Jlill'tic.ipatl'd in tllP Fund sincc' 
its incC'ptiun. 

J. Collcction 

AID Loan Q,n ntipulatcs that the GOP will replcnish the 
Fund annually in the amount of the accounts determincd uncollcdible 
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as of Ma rch 31st. ::: In the la st three 'years the amounts dccla l' cd 
uncollectible hav0. been as follows. 

A III 0 \ 1!!.L 

b~ Capital InJ:crnst Total 

19()9 $203, 000 $35, 000 $238, 000 

19"'0 $161, 000 $28, 000 $189,000 

1 erll . :$267, 000 $47, 000 $314,000 

Thc~c figures compare to a total of $45, 000, ana disbursed 
for subloans during the seven yea 1'5 of Fund operations. The indicated 
percl~:lltnr,c oj' l~~;J lOfwesi..hroll[jh b:lcl debt;: HCillld be an entirely HCC(:'Pt~lbJ c 
rat 10 in a h :i.[.11 r :L51~ pl.'ogrmn S \i cit [IE; thiG. 011 the: other hOlJd, the 
percentage of llJf:ms OlltD'L:ll!dillg p:\Gt due over 90 daJ's in [1:3 fuP-

Total j\lJlollnt Loane P,lst Due 

$ 13<)15, 000 $ 82, 000 

Source - Mont.hly l'ppnrt of Hank. 

For (\ COI1lPi\ rative brt'akdow'\1 by rl'[~ion Oil out:;t~\I1(ling 

Juans, sec AIlIIl!X V, E'xhibit 2)_ 

9.2 

If the purpOti(' of t.he (,OP can triLutinn is stl"ict1r a ddclI~;(~ 

againHt (\('capitalizatioll, (\1' )ollg as all sublu<lns which h.,ve no like­
lihood of l'l'payml'nt a I'(~ \vrittl'I\·-of(, this purpuse is served. The' 
e rllc:ia) til'\(, r lI1inant in t Itt' I;t lwl illg of il loan " UIlC () Ilectihll' ", Whilt' 
rd'I"-l'IlCC is Illade in t)H' Credit 1\1,lIIual to tillle li.;Jits related to 

Sincl~ P){,I) the' (;01' hilt; depllsited over 15,000, uno !:llll~H (about 
~;3·IO, OO()) tl) l'eplacl' till! afnref:aid u1H:olledible;;. Tile additional 
lIrnO\lnt~, 1'1'lllnining fru)\} CY )970 and the full amollnt. uf IIncol1(!cl­

ibll'fl for CY lin) \~'il) he deposited into the SAC!' pri'a)· to any 111:;­

hursellH'IIUI undl'r t)H: luan. 

http:dlefc.ii
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ngricliltural campaigns (5 ci\Ill}>Ll'igns being the maximum, ahout 
2 1/2 Yl!c1.rs) this has not been uniformly applied, and in any case 
the basis for ,·:Jec1aring a loan uncollectible is the evaluation of the 
Local Regional Committees against specified criteri'a. These 
criteria include: (a)'abandonment of property; (b) loss of crops 
through natural disast<.'r; (c) eviction of the sub-horrower from 
hiB tenancy and (eI) death of ~he sub-borrower. Heretofore these' 
committees would avoid calling a loan uncollectible since it wOllld 
l'dtect badly on their performance. With the sharpening of the 
uncollectible definition, 'probably to include a fixed time limita-
tion without exception. and the creation ()f the credit specialb;ts, -
outsiders who will evaluate a local slibioan pOl,tfoHo, such practices 
will he cllt'tailed and a mOrl' accurate amount for GOP contribution 
de,teY'lllincd than under pres(~nt grollndrules. In audition, the definition 
of lmcol1l~clibl('~j \· ... ill probably have to he bl'oadenc,d to encompLlss 
IHlb .. bol'rowers who do not f;tll wi.thin tlw above criteria fOl" uncol­
lectibll'" hut \Vhos(~ curt"C'nt ,lllrl prospective income is so rn~ll"ginat 
that th('!',) i~; no 1't.'asonable prob<lbility of repayml'nt. 

On thc! other hand, if tlw purpoRe of f>uch GOP contribu­
tions 1.'1 to :H!rvt' as a lever against the fund administration, to pre:.;:; 
the GOP to ClSt,()rc pl'e5311l"t~ on the' AgMin and Bank to inlprove col­
lection pl~rrOl'l[J'\llCI~, the definition I1Gcd for ansl'ssing CiOP contri­
butions ~;hould Ill) widened to include that portion of subloan:J oub;tLllldill;~ 
for over <)0 rbY1; which ar:; cCl\l:;cd by nonpayment without jln;tifica-
tion, Clearl)' 1)0111l' of thr. r;ubloan~; due ovel' 90 d,l.ys tire c<lu,c;rd by 
a liquirlity cl'lsin [or the f;t/'!lict' 01' oth(~r le:;itimatl' reason :,,:hich 
shollld not be con:dclc I'['c\ poo I' collection. 'While t:1C rcfincl1lcnt of 
thl~ c\cfillit.i<)11 is, llndl~ J' allY circlIt)]sLl.llC(,S, essential for an i.nqJl'ovC'd 
understanciing uf !,he statuE: of lhe SJ\CF <lnd its lwdol'lllanCl', the 
Pl'ojroct. C;OI1l111ltI:CC t('cln th:ll Il:,;iJlg the amount lhe GOP tllll!;t cont!'i" 
blltc 1;0 1'~,Cl't pl'l'~;~;\\l'(, <lg;lin:d lilt' A DB i~; too impl'\'il'ct an ill[;f;rl.lr.H!lIt 
to achic'vl' the' llCCI'!l:;;ll'y l'c!;ulb, HO\vI~ver, the GOP and Al/) wilt 
di:;CllSS and [wgotiall! a clarification of what ~h:llJ be incillded, a 11(\ th(' 
cnp ,:ulIlrihut.illll iTi CY 1')7) will hI) b;1Sl'd on lilt? new tcrms. In the 
llll'anlilllc, Lilt' ['~llIld haH acloptc'd, nut only for tdO fllncls bllt for thc 
l'"til't' T I'll !;f. L'~lIlId portfoliu, thl' following targl'ts fur the l'C'duction 
of amounts ()v<~1'fIII(, by 11101'1' than ()O days: 

I) To IH'~:, by .1ilnllilJ'y 11)73 
Z) To 12% hy June 1')73 
3) To 10% by January 1974 
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While we believe these targets may be .optimistic, wc 
consider them a positive indication of the change of pOlicy by the 
J.. .... llud to adopt a prodllction orientation for the Fund, put the Fund 
on a !:lolid financial footing by reducing the outstanding portfolio, and 
set stringent goals (01' the 01wl'ating entities in this regard. 

FlIl'theJ'l110I'l', the GOF' is in the process of evaluating 
l'l'Cllle::;ts h)f fal'rnern to write-off debts due to ear,thquake-related 
farm fail1l1'l', and t.1w Fund is internally reviewing iL; portfolio to 
determine \"hl,ther othc~r loans should also be' written ofr. Sub-Ioan~~ 

to borro\\'cl's whosc lano waf; complc~tely destroyed will be entirely 
written-off, while t.hos(' with damar,ed but still usable l;lI,d, will. be 
relieved of past and fllt.llre interest payments. The number of 1971 
1I11collvctibles declared .may incJ'easc from 13.8 million soles to 
2<1.0 million, t.hu;, increasing the GOP's recapitalization r(~quirc­
ment and at the same time reducing amounts in arrears. 

It iihollld be noted, howl'ver, that the problel11 of loan 
arr(!.-irs i.e; not: only a collection prohlem, but also a product of both 
t.lw fal'l'njn:~ qrc)c ilncl tlw r;ub~,istl!llcl: IC'vcl of thp. farmer with whon~ 
tlw Flll'lcl i,<; r1ca 1 ing. TIH' 1111I'n\H'], of lo~~ 118 1'11"d(' by t:he FUlId ,tllrl till' 
<l111011nl of I!lOtH'), dir;blll's('c.1 vari(~~; throllgholllihe year, incl'l'a1,inf', 
CIS money if.; II!n1 ft)], (Ill' pl(lllting :;cason and c1e('J'PClslng ;'It the tim" 
till' jlroduction lO;lnf; ,11'1' l'l'paid. Sl'<Isi.Hlal fluclllat.i(Jll abo lH'arB Oil 

I.IlI' rCI'<lyllll'nt P,lttl!l'n of fill'nwl':" who are It:a~;t ahll' t.o pay .il1~;t 

)Jl'ior ttl h;II'VI!Ht and J)H)!;t ahll' to pay after receiving paymf'nt fa I' 
tl!I'i,- crops. 

Ji'ill.1l1y, the (!'l.I'thquakc ih;df call!.cJ a significant in~reil~H! 

in 10<111 arrears. Annex'~ n~ 11,h;f~lliglil; the increase in ddaults on 
short-tcrm crop loam; <I;' an aftermath of the quake. 

4. ,g, 0 11l.!.~j ,".:; i OI2 __ F (' ~..:2. 

Uncle)' gf~nel'<11 Fllnd operating pl'ocp.du)"(·s, the l.Ianic're­
ceives an annual cOl11misniol1 of 6 1/40/., of outstanding bill<lllt;c on 
all sub-loan:., to COV(,I' its adllliniHtrativ(~ and cullection costs. AI­

th9ugh th(' cl)l)lmi~;si()n is calcl1lil1:(~d on t.he basis of the total Ollt­
tltnnding b;tI"ll(,l'~;, th,' Hank J'cceivI'::; itl; lH','vice chargc only upon 
clllIC'ctilln Ill' ~;llh"l()an intnl'l'Hl. Ill!IlCe, tlw Bank haH somc incentiv(' 
f () pI' (' ~H; r II I' ti J) 11' I Y (' () 11 ('l' t io I) 1,. F 0 I' th I' $ 7 B n, 0 () 0 it II () c ,I t,· d tu ill! ri -
l'tdtllr:l! cl'l'dif during til(' eilrthquake grant progralll of Prill, tltl' 
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Bunk, because of the nature of assistance' to the disaster area 
accepted an annual fiduciary fee of 3% of outstanding balance. 
The Ninistry and Bank have agreed to continue the 3% charge for 
the proposed loan. While the Bank does not have accurate 
administrative cost data per loan, the Bank considers the 3% 
to fall substantially short of covering costs, especially on 
small loans to i~dividual farmers. 

The Trust Fund Courtcil intends to review the relationship 
between Bank activities and commission charges for the entire 
supervised credit program. With the addition of the credit 
specialists to the Lima office, a thorough evaluation Hill be 
possible. Part of the o',erall evaluati.on \o1i11 include a otudy of 
Bnnk handling costs vi.s-a-vis commissions, to provide a: basis 
for reducing administrative costs and/or renegotiation of fees 
liS indicated. 

L 

RepaymentG on subloans will form part of the corpus of 
the Supervised Agricultural Trust Fund avail~blc for rcl.nnding 
in any area under the Fund's existing jurisdictton. This 
a ppl:oi:1ch is cons is tent \vi th the prescn t ongoi.ng opera tion of 
Fund, our policy on utilization of repayments generated from 
sub-lanns under the AID Grant Agreement, and long-term AID and 
GOP objectives in upgrading the Fund. 

Con side!: n Uon was 81. ven to requir tn!; fi:r: D t r L~pnyrnen t!3 
be u:;c.d str.lctly in t:lf~ d1.sClst81' ;Hc~a, and thence to the 
gcneral Fund, but dl:r:ect r::\flm<1 i.nto the Fund "tolar, preferred 
I)ecau:)(~ It \·]()ulcl:· (.:1) 8U~)port long-terrtl AID objecti.ves in 
:lrnpl.'OVi113 utilizatlon of the Fund't: e<1~;h flovl, (b) avoid reopcrti.llg 
i.ssue's of funding levclfl fi.xed \vI.ChOllt regard to need or efn.cjcnt 
utilization, and (c) avoid additional acJminh.ltrativc complication 
in the operatlon of the Fund. 

It was decided, however, that a covenant requiring the 
Fund to provide at least <1S much money as obtained by reflows 
from the new $5.0 million in the first three years ufter the first dist.lln;(~ 

ment will accomplish the purpose of fund rcsour.::e allocation 
\.,rithout complicating Fund machinery. 

2. GOP Contributions Against Decapi~alization 

Under the existing Supervi.sed Agricultural Credit Loan 
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527-L-047 the GOP is required to replenish the Fund by the amount 

determined as uncollectible in th(' preceding year. This requirement 
shall be incorporated as to this new $5.0 million loan and, in addition, 
further st.eps will be taken to clarify the GOP obligation. For 
The GOP will make a contribution equivalent to the amount of 
outstanding uricollectibles due as of March 3 ~ 1972 using pres ent 
groundrull~s for defining uncollediblcs for the e>~isting Fund. During 
the course of 1972 the Bank in conjunction with AID, will dc-:vclop a 
definition of uncollectible;; which shall fairly reflect 1he intclltl'ed PUl'­

pOSl~ of thc GOP contribution, 1. c., g0neral protection against d(.'ca­
pitalization of the Fund. SlIbloitns falling within the ddinilioll ::;llall 
be written-off from the FUlId. The Bank shall flll'ni~;Jl I-hc Ministry' 
ancl AID with a hrl!ak-c1owl1 of ils aCcollntf; into cal.cgol'ics rl'!"lecting 

caUSl_:S fur non-payment whether it be crop failure, natural dis~lstcr 
or whatever, ttl allow effective c:valuation of its collcctiun lwrfol'm<1l1c:-', 

Under prr.sC'nt prncec1lll"l's the rcspor.sibility for suhmitt10g 
loan application'.. 10 the 1,0(..,1 Cn'dit Coml1lunilic~; (there are ()2 

local en·e1i1 cOlllJ1)iltl~(·s and I} \"('giunal cornr;lirtl~(':» vests with the 
'c:>;l<:I1f;iol1i :;ta S ;0 grfco 1 .. 5' 0 r ext ens ion ;:tgents. The f; l' e~-:tl'nsion ,1 gt!n(:; 

arc ch;ll'f~ed witll tbe 1'l'!li)()n~;ibiljly uf i<!;:;isl.in2 t!," cl'l:tiit :I]lplic<tI1t 
in the p).'cp;(ratiol1 of an in\'c~:ln1Cnt pJ.'11I, 1'1)1;; Id:-lll incllldt,~: annual 

cants and ;-Inticipatcc.\ inc:onl0. ilnd all in\'c.~;trncnl ~;r.hedl1l(' ;.p'_'c)fyjl1;~ 

tlw all10llnt of l'ilch itl~m Ijf good!; and S(~J viet's rc'q'.lirec! and l.b: :1'lulltl, 

in which it will be needc·d, Thc filrl)) pbn i;; -;lIcllldecl as part oi the 
slIh-Iuan \.onl.r:H:1: anel is th!' l):l~'i:~ fnr dj~;l!llr~;CI:~cllt llf fllnd:~ or PI'O­

'ri:3ion of glJud~; ;!JlCl [jl!rViCC!i tu tI\I.' Lll'rnl!r or l:oIllll1unily. 

IIAal1)' of thf";c l'xll'n:;jull ;l!'.Cllt~; are f:r;ldllatl.~s \,/11:11 degrees 
in agrllrloll1Y alld h(lVl~ 1l1illlY Y('i\!'s of ,-;.:]>('ri(>I1<:(' in :;upcrvi~;cd cre,Jit 

act-iv-ities. ASfii~;lcd by ISl~CtUri:iL1SI 0,. ;}griclIltLlI';IIIL'chllici~ns who 
havl' th<' ('((lli\';l!l~lll of·1 )',.;;1'0.; VOI',llion:\! trainillg at the high ::;chool 

ll'vf.'l, lht'Y COV('!' fhe' whLlIt' g:lI11llt of tecllllical ;lssistancc ;lctivit.1,~:-; 

ilSf-uci;ltl'el with till' SlIlH'I'vis('d ;lgricllJtlll'al credil progl'alll. Lll;!llS 

(OI"',I'OIIP fill'llling l'ntitil's "llow bl'o:-.rll'l' cxposlIri.: hy Ag1\1111 1)('.l~~;llnll('1 
til holHell l ' l'dllciltionill pl'ogr;ll!ls J1l0I'C' ('fficicnlly and advis(' a grcatcl' 
nll-mlll'" of fal'llll']'S Ito\'.' bl'ltl'I' 1.0 dl'al with thl~ market Loth in t111~ 

1'1Ircll:l:;r' (If (ill'lll inplIt:; ;llId ill thL' sl!Jlillg of fa rrn products. Th(~ 

Ag1\·lill ha;. ;1!\l'I~('(1 to suhmil illllljj('ratiollal plall 10 assure sati!;LlcLOry 

tC'chnical :illl'l'Ort (or 1lH' pr0.iI·L~l. Pre::;cntly till; Ag1\.Hn has about 
3r;o tC'Chllici<ll1B in the arf'a working ill irrigation, land reful'm, Cl'Op 
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(ltwC'lopment, and credit. While the GOP will olltline its stnffing 
J'L,t}uil'el1lCmts ill the disaHtC'r 7-01l(! in the Opcratiollid Plan, they 

'will probably _!Iced about 31) more agricllltural technician!:! toadc­
qllat(~ly :;lIp'(~rvi!w the 3, ~j()() filillili('n expected to be reached hy 
the loan. TheHc ctltil1lall's al'l' based on t1w ilSflumption that an 
pxpel'icncNI ~ntr('\'visol' c;ll1-han<111' ap]>l'oxim;ltely 50 individual 
fall\ili£'~ol' 100 faT\lilil'H ol'/'."ni;t,ed in gronps. The t\gMin in expectecl 
til pruvidl' a sllfricil~nt nli-x llf 1I1'W and c~<pel'i(~nct'c1 techniciann to 

aSHIII'£' a~C'qll;'te covPl'agl', TIll' pO,;:;lbility ('xist:, that additil)n;II 

Jl(~J'!;unnel will \)('limdf'd by CHYH/.J\ and rlacl~d under tllt~ direction 
of the J\g~lill to a~;;;lll'(' I'ilpid rli~:lbIlI'St'I1lCllt 'lilt! proper slIpel'viuion 

of the loan [lInd:J in lhl' disastel' L'.llllC. While this will be further 
dl'v('lnpeu in the operation plan. CRYRZA haH expre!:!sed intcl'c:.;t 
in fllllding sont(! 100 additional technicians at all levels. 
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Not only will the increased p~oduction resulting from this lonn 
in('rcar.e food supplies thereby improvine levels of health, but it will 
also tent! to Im.,>er relative pric~s of food products thus frecin~ income 
for expendj lure on oth(~r IIPcessit ics such as medical and dental care, 
clothinc, IIOUsillf" eLc. To the ext.ent that these food products are inputs 
10 otlH!t' industries, there will be cost saviller and profit and investment 
inCl"('3:ies in tlle!ie other i.ndust ri.:,s. 

From a l~nG term per!;pL',:t.1VC, tile continued 3pplication.of 
f('rl- il i "'-cn; Jnd of 110.1,' I-echnolo{:;y to Lhe production - process Hill at 
lea!;t Jl)'esprV(~t allli pl'obilbly increase, the producLivity of the soils 
of the di:;a,<;tI:T: area. 11111'<;1 tllis, .:mrl otller relatN} programs, could 
very \-Iell n·\'cr.~;c the SLl!cHly dO\-lnuard t.rend of per capita food production 
\-Ihicll has (l':'cl"J<J!;l:'d ,ll:ound 2% per ye;)r over the 13!;t decade. 

Olll' of til(> priority /',0(.1s of Lhe Pl~ruvian Government's five 
rein: f~l',\l\UPli~' and :;oc1<11 ueveloJl.llent. plan is to jncrease the cmploy-
nlt'1l1 (If m;,l·r;iflal group!; and. thC'l·('by redistd_hllte income. Several of 
the ,J!:d'-'" i,iC!11 i()II"d effects of t.his 10nn ,.,rill eXIJand emploYl1l0nt of 'flar­
r,jnal (~r()llp~; ,mel thereby hel p to redi!itribute incolile to,~arc\ l(~!,s fa\"ol'l~d 

gl'OIJP~; • 

Tile' ill(Te:lq~ in dC'mCllhl for non-agriclil tural products "Ii.ll l1:n'(' 
lid:, lfrr'l I., il~; Hill tl1(' jllC'n~i,SI!d U!,C of pnyslcal inputs 011 tho farms, 
:;ucll 01 .. ; 1('ltjli~l:I'~; ,mel in:~{!clidd( .. , -.Jh~cll \Ij_ll pC'rhaps rl'qllin' the 1:11)-_". 
(pa1' '.;Ii1") of ;1Il additil11l:!1 II l l'n'h"I: (If till' f;llnily. The 0l11plo),mcnt ef[('cU 
OIL III(' f;llm~. in tll!~ Sien-a \-lill lle illi.lillllal, IIO\oll'V01, \)('cau~;e of Ihe C):t"", 

1:1('))' :,11;;.11 ~;j:,,. or t.hO:j(' CilUIl::. NL·v(·I't:hl!les~;. many fanil mmers lIel.'cto, 
\-WI'\dJ1l; jl:1!'t t il:'C' in alII;'}" .10\):; mil)' her.ill dcvol.inl~ full tilll(' 1.0 their 
:i1l1illl l,lols, tll'.I!; fn·eing the ~_;{'r'llIHI,joll to alloUwr persoll. 

nVl'J',lll, tIll' illcn~~;;('rI rleln:l:llr fOT: I~ootl~.; and :;(~rvi('('s in e('II(~r:ll 

till Olll',h t hI' h'OI·l.i 1II',:~ of 11ll' llIul Ii r) i 0r I!ffecl ~J on tile !;penuinc of tlt(>se 
loiln pI O('(,f'tl~; :;IICllIld ('.('lIl·l'iI t e ~j(!v'r;~_ Itulldrl'd~; of jobf; avel' I he nexl fCH 
)'f'i1t:s. AI ~~(l, 111ft nal ur(' of I lip I',oor\~; ami ~;elviccs purchased by the lI1ar­
I',ln;d ranIl<'l':: l'l'{'l'ivill/j" latTL' pilrl of this incr,~ased spendinp, power 
\-lill Ill' :;IWIt ,1~; 10 COlli illll!' I Ill' l'I'di:;l.riiJutioll effccu; of lite pro~ranl 

III lilli' llitll lilt' {'xpn'~;~;l'cl ",O,I!:: of till' CovernllienL of reru. 

SIll'i:tl /l'oLi I ie,lI 

TIll' :;ocLll-po] i Ii cal pff(·{'t ~ of this loan arC! much lIlorC! diffi­
cult: to jllrl,~1' ot' 11I("I~;lIn!. A lart~l' lIuml>'-'I' of persons (fallliUes) \-lill IH' 

·ht'ou/"ht -lnt.o l·onLa t '\ with ideill; p[(!violl~ly unknOlm to thelll. This contact_ 
will have it:; L~fl'(!ct., both ~;ocially and politically, hO\-lp.ver, it: is 

http:ridi.i.ributi.on
http:rtlhel.es
http:application.of
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extremely diffic~lt to judge il.s maBnitude if for no other reason tharr 
that ther(~ ar.e so mallY other changes occurring in Peru at this' time, 
thereby obscuring the cffects of any aile variable. 

The effects on migration are a little elC!arer. The major mi­
gration flows in Peru (and wi thin the disaster area) are from the rural 
areas to the urhan centers, from the Sierra to the coastal cities, and 
from these coastal citif~S to Lima-Callao. This loan will have the 
effect, other thingf3 beine eqllal, of slowing these movements • 

. Since the loan is dircclf!d touard t:h(~ rural sectors of both 
Ihe Sierra and th0 coast, 'it will tend La hold peuple on the farm by 
increasing employment and inC-Ollie::; Ihere. III additi.ort, it Hill l:end to 
l:ollntel' tlH! movement t.o the r:oa~;lal cities from the Sicrt'u and on to 
l.inra-Callao Ily i[\('n~asinl'. job opport.unities and sLilllllards of living in 
I h(~ Sierra rt!gion alld til r.h!' disasl'l~r a['ca ill general. These migeation 
rtOI-/>; Hill not: be reversed by Ihis program since t:1l~ progr;tm is simply 
100 sfllC!ll ,-'(~1ar.ive 1.0 th(' nUlllbt'1.' of people migrating, ;lncl [Ilany Pf-!ople 
JIIier-atl' fot' ol.hCl." chan l!l1lploYOl(,Ilt: and inccl,ll' l'l'M:iOnS, ho\o/ever, j.n con­
junctioll \·d.t:h other Pet'uvi.;ln (;O'lf}mment pror,eanls \o1it.h the same put'pose 
~~ome i.nflUf!IICL! lilay hegin to be exerted over these [lOt.,'s. The cOllstantly 
\mrsenin~ over.cro\'ld,~d condi t: i Oil!> in the Lhla-C::d lao a n~a have very 
soLious social/political implications for the country, and the GOP is 
III1ICh concerned to stop this mi{',ration. This loan wj:n help. 
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VI. FINANCIAL ANALYSIS 

A. Financial Plan by Use and Source of Funds 

Coast 
Sierra 

Technical Assistance 
Recapitalization ofSACF 

B. 001' ContributiOl! 

FINANCIAL PLAN (ESTIMATgn) 
A. 1.D. GOP 

LC FX * 3, 000,0.00 
2,000 ,000 

* 5. 000 ,000 

LC -. 

$2B 0,000 
l:<'L9, OOQ 

f,(i7 0,000 

v 

The GOP is already providing IMssive support' for its ngricul 
tural credit program. The GOP ha~ fulfilled its finan.cial obli.~i_l_­
tions under prior lORnagreem~nts supporting' thG Fund wi~tl direct 
contributions totalling $5.0 million, as well as the two-~tep 
fund s fronl the Lima Hc-l ter SC\'lerage (527- L-022)) Ca_non del Pnto 
(527-L-024) and Pativilca Hydrcelectric (527-L-025) loans, all 
t\W step contr~huti.cmG totnlling nppro::inl.:ltely :?13.8 million 
(over 550.0 million soles) by 1981. The GOP has budgeted apr[o~i­
lTI..'1tl~ly 8BO m-.tJ li.on sole!:,; for super.vir,pd c~:edit to small [arm2r:; in 
the next t:NCl ;,rears. 'flits money ~"d_ll be c.Iisbun.:ed through an nC:C:)Ul1L 

utili:d_n; th(~ St1J)(:rvi[~l!d Agri.cultural Credit system, but Huth(n-:-·.(.· 
Rubloans in other areas of Peru and for other crops, as well 2:· 

fo~ reBulnr Fund activities . 

..... 
Tn ndcliti.<Jll to meeting Loan Ot~7 requirements for diJ"(:~ct 

yearly fb:,,~cl contd.butions to the Fum}, since 1969 the GOP has 
depns i tc!d OV('t 15,000, 000 so les (L1pproxima tely $J!~O, 000) in to the: 
Fund" Thi.r.- .:1mount" h3S ~,ervcd to _nlgnificantly recapital i.ze the 
fund for losses resulting from sllbloan write offs. The amount 
J:(~qtli.red to cover [u 11 l:ecapi ta 1 iZH tion and the. prcc ise de f-lnj. d_t.111 

of an uncollectible has been the subject of discussion bet~,!t~en 

AID and the GOP and is discussed elsc~vhere in the paper. By 
clIrrent AID asscflsmc-mt) hmvcver, Cl t the ra te 'of exchange of 4·3. JE 
soles to the dollHr, 3.4 million soles (about $80,000) remains 
d II e for co 11. e c t i b 1 (~ s a S 0 f Ha r c h 3 1 , 19 71,. a 11 d for Apr i 1. 1, ll)7 1-
MnL'ch 31, 1972 an estimated 13.8 million soles (about $3l0,000). 
Recently the fund h~ls recelvec1 some S/.792,0(')0 ($18,000) in 
recuperations on aecount~ pn~vlous1y ~oJritten off [IS llnco11('ctibl~:;. 

There fore, the lW t Rmolln t, [ollO\"ing appropr ia t~' reduc tions 
f 0 17 S lie It w 1. n d f C1 11 s, -p 1 u s un c () 11 e c t i b 1. (' sac c rue d as 0 f Hill: C h 31, 19 12 
will be the GOP contribution ngainst decapitalization rcqllLrcd bc[or 

fir~t 

http:dfinitii.01
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cli:;bursclncnt i~; macle under thn new loan. In the course of CY 1972 AID and 
"he GOP ,.ill redefine "lIncollec:tib'les" to reflect more accurately Fund 
decar>italizat~on, ~nd t.his shall bn the basis for. assessine future yearly 
contri,bu ti ons ... 

The COP will be required to adequntely staff the clis3stel' 
orea for the lIelf loan and provide sufficient losistical support. 
While this wlll be clarified in the cor operlltiont;il plan, it is 
eXJ.)ccted that un uddit:l.ol1al 35 ug.!'lcu.lturol tec1miciuno of all levels 
will be l'equire(l find will cost about :~280, 000 dtU':I,ng the two years 
of loan disbursement.. 

c. GOP's ~lonetary Policy Llnd Bala!1c~ of Payl1lents Posi.tion 

reru's current economic poli~y is one of providinc moderate 
:;t irnulus Lo t.he economy through it~; m()!let.ctT:Y linn fi"c:al policil!s Hithout 
gel1pI.'atin!~ l'xcessive inflationary pres:,;ures, IoIl1ile at the £'Lune tillle in­
ducinC considerable structllral chanet! in the (~(;O!lOlily so as to maximize 
1'lIlploymcllt opportunities nnd to mOt'l~ equCllly distribute incoml~. To tbis 
('nd, the COl' hGS pl;lnnNI " masslve public: inve!,trr.(!.nt prol3r;;l\l for the 
nl'xl: five years which "Iill provicie considt~rable push to the ('conomy. 

Peru's balance of payments sbowed a l~rBc surplus in 1970 
($320 million) and n moderate deficit in 1971 ($75 million), with trade 
balance surpluses of $429 million and $140 million r.l~Sp~cti.vel.y in the 
two years. At the end of 1971, Peru's net intenlational reserves stoocl at 
ilppr:o;<imatc1.y $34~ '11Ii.llioll, or {,5~:' of 1971. LmpzlI:t:s. 

M;sulninl" Peru fulfills it·s :·!;lti.onal [)r~VelOI~lll(!nt 1'1:II)S for l~n:~-

1975, ir.s project-l'cl /)Cllallcl? of pilyr,lents dl:!ficit for t.he ped.uri will LOlal 
$7J1. millien, or mOi:e th~1l1 rlolll>ll' it~j C\lT.Tt'nt net intPT'l\;')licnal reserves. 
HI)Cognizi.ng the Illagnitude or tile' problem, the GOP Iia:; l'I'fjW'Stf'tl a!:;~,b,t:;.ncl' 

Irorn rl)r:I~ign r:;l)V(~I'n:rll.~nt.!; ;11111 jO['l'ign pr.iV;lt:C !l;1I11'$. Tlll' 11.:3. pr-ivatL' 
l>.IlIl~:; wit-h lo::J.Ils O\lt~,t·;lndi.ne to 1"'/11 !1;l'lC' .lr,r·(lct.\ 10 .1 rf'sclh:tilll iii:,; of a 
Llcge pen'l'ntag!~ or the~;e 10;111,<; ,!lId IldVI' ,,;r'Cdll'l,d :;llll:;tanl-i;\l 1l1~H lo;)n:; 1'0 

l'ertl. At: Ihn T'l'(:cnt COll~;\llt;tlivl' ,',I"OIIP met!t.in:~ on Penl initi.H_cd hy Lhl~ 

Hul'\(l Bank, Pf'r\l 'I 1:Ul offjl'ial~; w(~n~ prolni.:·;ed SIIIJ~;t ;Int i.ll r01'(~i!',n ri.n;111Cint', 
rOl' projects to be carrieu Ollt Hit Lill "he fratn(~wor.k of the N;\l ion.::l l)('v(~l()p'­

mellt PI an. Tl1i:·; financing, i r act.u,111y forthr.omlnl!., ~;ltolllrJ h~ sllfn(:il~nt 

to cov,~r mo~)t of Peru'!; neprls ovC'r tl\" periorl, ui.lh very little reserve loss 
for. the country. To the Qxtent: th.1t tId s f.i.nancin~ is not forthcoming in 
the magnitude required, Peru Hill pl'obably fall short of its development 
goals, with cOlTesponciing rr~duction in its balance of paymentn deficits and 
loss of reserves. 
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PerlJ'l{ debt s0l'vic:e payments wi.ll approach 20% of annual 
exports for the years 1972 through 1974', after which t.hey should fall 
to less than 1St.: of exporl.s. 1'1)(> c:urrent GOP has re [rained from acqui r­
it1[!, addition.:ll short term foreign dl'bt, and is making a s(>rious effort: 
to plan· iUi debt st.ructure for comi.ng years. 
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V.Il lNI'LENENTATION Pl.AN 

v 

COunt 

Sierr.:l 

The planned ~chl'dul(! fot" project implementa tion is as follows' 

Authorizat ion (1\) 

LO~1I1 A~rl!eJllellt signed and basic 
IlIIplclllenlat.io:l Lettcr issued 

Conditioll~ pl'ccerlpnt t.o first 
di~bur:wiOf>nt satisfied 

First.· disblJr:;elllf!nt made 

l.oalls flllly disbursed 

Funds arc planned to I)c disbursed as follows: 

Nay, lq(2 

A + 3 llIollths 

A + 11 months 

A + 5 mont.1w 

A -I- 30 IIlUl\tlw 

* 1, '30 0, 000 

750,000 

$ 1,500 , 000 

1 ,~~5J J 000 

$~) ,:~ 50, 000 + $2;{ 50,000 ~~, 5,1.100,000 

Disbucsl'nlcnt· will llt' [Incll' by AID to til.! Tnl:;\: Fund on a 
rej.m1.>un;I'iIl;·~lIt: h,,!:;i.:; fOt· the local ntrrcnc:.' lf~qlll["!'!l:Jerl\.s of tilf! p"Cf).i~ct:. 

AllY OJ'I'"ho.i:'· pur\'!l'I~"'!:; '.Ii L'! \lC [:II~·,,j(~ct to nt";i.'I:/Oll. GOP ulld. }\ID 1)'."".:':1'0.:111;1": .. 

. t'f~[:;LL1.1Jti('11;3 n,:d ,:():Ild be! i:11Hlc Lt, :\JO C"(~(! l:dl] eOllntl'i(!G. f_~\lclt l."~q':ireIrJ0:fJt~; 
'd.lll h,; till.: ~:al.l.jcct or ~1I1 J::I\'I C;,j'_!I.t;~,ti.OIl Tl.~ttcl'. 

Tile e:<ecllling i1ef~/lci(·,~ .In~ fully f;llnili.lr \-"i:11 All) pror.f~cJllrr:s 

and n~qllirC!mollls i.1l 10.1/1 imp1~'m~~:l1 Jtion. Prl!G(~ntly, the fol.l<), .... illG ~;tatts-
tical infut:nJ-1tion )" !;Ull!.11tted for Ii,onil.(\[.i.nr~ plJrpo:,(!!,: (1) a 11;(J(l'hly 

Ilank r:eport on !.lIe financial ~~tatlls of t.hi! progJ:alll; (n a 'lU,lr.I,'rly 1';~111{ 

l"l'r}(ll't of 10<111[; in arrears; iliid (J) i1 monthl.y AgHin r:(!port on '.tll' 1l111"ll'2r: 

of vi::;its by it.!; (~xtcnsioll .1ge!lts and an analysi.s of sUbloan .1"1'1 ir:atlo'ls 
l'ocl'ivI~d and ;lpprovl!d by till' rllL"jolla] .lila ioeal crf!di.t r.onunitt.-::c<;. 

'I'lli' ~Ii.s:;ion i!~ t'lJllf'nll), evaluating the adl'quac), of til!! eompletn 
'I't"lI~:l" Fund control !'y:;tl'llI, .lIld \Jllt soon pre~ent it.s l!!conIlJcnclations to 
I hI' AgMin and Iht' lIalll{. 

http:Implemental.io
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'111C mOllltor ll'l~ 1.'(:Il]II>ll::lld I :tty 01' the II.ID Mission to Peru 
'Wi 11 beUGLdglwd Lo 1.1 ]'l'u;lc('t l'hn:II~I:r Ilnu to Ii Loun orn eel' b,v the 
Mj GL:tOTl DJrcd.or. 

'I'll(' Project NW!HGcr w:i 1] llOnnally be selected from the 
Ar;d.ctll tu.t'c ])1 vision of the M'j nsion n:ld Hi) I maintain close contact 
\dth !\DI'l'Op:rl<.d,(! offlc:i.aJ.n of the Hlnistry of AGri.culture and the 
Ar,riculturnl J),~vclor:ment j~ank, lIe wiD. repreGcnt !lID in all meeti!l(jD 
of the SuperviFed AGrieult1!l'ul Credit 'l'rust Fund Council and "'ill 
ens ur~! thut 11.1)) I s \'le"'1)0 lj} t i G arleqllntely presented in all l!lottel'fJ 
l'elu-C'jng to the loall. 

'l'lle dcrdgn:·,-l.cC[ L\IHn Of"i(:(:1' will el1Guy,'e thut. all rc'qu:ire­
mcntH :ii1 the 10[111 8r,l'VCJ!kllt. :1I1U ill implcnlE.'ntnt:i.oll lettcT.'f5 nre 
com:pletdy 1'uliTll(;li. 



VIII 18ntn~: W1If.'fmm TO um: '1'I!F. f;UPERVIf1ED AGHICULTUMIJ FUND 
IN VIE\.,r CIt' rfS POOH COI,LECTION RECORD 

'Pile "I\na lYl1l G 11.1' HepaYllIclltr: () I' flub] ouns us or December 31, 1971," 
IlJl pugr: 10, Allnex V~ prescllto a p"lc:t.llre of on unduly poor collection 
pcrt'onnnnC!e. tvtuch of the dc11 nqucncy i G 0 carryover from the early days 
oj' the 1i'lInd when it loins (~onG Id,erecl by both the p.xtension agents r.md s\.I1)10311 

rec:l.pients tiS n strJ.cUy social welfare prograrn, In addition, the Fund no 
longer rnalccs 3ublool1s j n four zones hov inc very h 1.g11 delinquency rates 
(Ln l-lerced, Hual1cD.,Yo, CUz.co, ond Puna) nncl these 0utstamling Gublontls 
r;holild till lJC Hritten o1'l.'. Nevertheless the Ii'uncl does have n large pro­
pOl't.:lon of i. tG portf'oJ Jo :in arrellt's, Hhethcl' 1t be choractcrized ns Glow 
pnYlIIcnto (r1' ullcollectlbles, Doth AID find the GOP have beell cogn _·.Hnt of 
thJs 11rol)~:lrn lllld deeply CO!l(;Cl'I1Cc1 for ~;0l1\e time, 8tld various mcnBUl'cr; have 
been or !lrn bl1illG :illlplclIlcnLcd to improve colleetioll performance, I\s stotecl 
on Fuga :~5, the J\~, ~1ill,i:j nO.1 th(~ [a-,l (~ responsible agent for Ftm~l ol~(~r:lt 'cone; 
1·111i Ie the DOIlI;':..; role Il(IS been .I.l!:;~)en,!d to thllt of a dep")[;itory, and (~ollr.l!to1' 

onJylll tlle Sl~(\::l! of t'ecclvinl~ c:l:,h PHYlI!(!llt, 'I'he cr'c[rLion of n pcrrnlllwnt 
Cl'l!(llt I'>;nluntioll Ofl'icc f,,)l' C()11t.inlll11/:~ ntlldy ~lt\rl nGr;CG~)!1ll~ni; 01' FW1(1 rCl'i"Jl'11JUnCe 

i:l IlIlPt.!Wt' 'Incllcul;iolJ 01' tlH! ('(lll'm illOl·tlt ,11' I.I![~ Fund. rrlR:llll'.p.rc~ to rcc111Ct~ 

t'lrt:,l.alldJ.n{~ lIuhl()[.J\l" II:; jn(lJ.I~:ltt:tl (III Pllge ;'(~ the BllClI( al::;o neIOlu'.llctli::;es 
LJJ0 nl~ecl I'llI' :lmpl't I'WiTI(!llt llliU 1m!; ::(!L tlll'/.;cte fut' 10H'~:ring the ov(~rdHl: 

plH' t J'ollll . 

RenlinLlcally [:pe1.ll<illl~, IIhile ve enll hope ['or :;(JnJC irnpro';el::C'llt 
over I. une, I/(! c:mno l expec L IT!H .iO)' pt~l' !'Ol'iliLlll ce :l.TillJl'OV(;l!it~tllf; 1 n tltr~ :,hol'l; 
term. OIU' ou.iective Hith Lhi::; ]o:tll :1:; to provIde, (1e rupi(Uy :I~, rc:-:::-;j,h'l.c, 
f1.1!'.lle to ::;111.']11 Lind lr.cdillill-~; lzecl f:ll"nH!).'~; in t.he d:i:3HSler area 'l'or \lll!)::l 
other Idterll~l.ivc cl'(~dlt 1:.; nnt H'nd.!(lbl(~; o.ncl I'.hel'c iG llO fells:lhlc 
nlt.I~l'llrtti\re ",,111011 ',Hllild nc1L cnta.il C!'!t:n h1f;.hel' l'l:JI.~., ~lIlcl loss ul' tJ::1':-
Jit\r~L~::'. f\~; the 1H1.[1(!t' llld.i.cutel', LlI',; (}(lP F'mtl iLl :Jf,cl,cir::; 11'.1'/1: ::;hCMtl 

c(ln"i(1c:l'al)lt! Lnt.[!rr:~;t ~(nd I·/L] lJng:'I(,:':'~ V, JlI1P:UVU the tr!chn.i.CLI.l ",-:1' j"\j'milr,C r! 

nf the F',HHl awl Lo IlI::Jh'! c()lILrllnILi.cll:: t.o lnllinLnin the c[l1Jitnl (It' UH! !''l'litl, 
Ilul:. ll!~:.C'. copnbilil:,y ill l't!dlld.ll r; tlie cllL:;I.I!Il(Ll:lb oV1Jl'clw_! pOl'~f\)l'L\l, F,'1' the 
:JlblLcli ~;Lr~ll.')l':~ :lllll Il/',t'nt:; cd' till! 1·'11:1(1 t.hl' COllc,~pt of n fin\ (!uJlccti.c'lI 
1,,1'lley is DIlly Clll'~ rHet'-'l' \.'~ll(!li l'ttl.;1, b~~ ... wlr:1wcl H{."nlnct 111,: cori:1J, t~c(m('lIllc 

lind l)(.llltit'ul l't~,l1LLi(!~: ,:d' PCl'II, JII.· .. U!\'I~J', ilL1lt~nli.'jl! c'l.nh~d, Lh.:y ~;Ct: tlil!~l' 

til::; I', :I~: PI·uv.lc.lIIW. uL II~ll:;t :;1.1':1(: : •• ~~;i::l:ll\1:t! - 1cclllllc:d in p[lrt, eUCLid 
Hl!1 ('arl: III 11111'1. - Ltl t.hl.! :;l/IIIII !'lInn/T, J)l!npit.l! t~t.lll~r ('[1111 LG, l.h(!l'c i:: 
IIU qll(!::t.IOll tlw t till! 111'."111.;: :111(1 Lip: It'11I1I1 (lo t'/'[lch l.Iw !';1ll:1I J ['nnlll!l' nne! 

in eL'.I!ubll! 1I11I1lhCI'tl. 

'1'11'1.(,; [mel Ul,hl~l' f;il~t1;lr pl'n:~rliitl:~ rel'll,ct II n(,l'tulH:; cUllUllltmeli1', Oll 

the pnrt or Lhl! GOP to 111; lll','.e IL:, r(~:;(llll'Ce:; [\)r :1:;:: IGt:llwe i0 tllt! mn:.].l 
l':J1'lIlel' , 'l'lle calltJnurtLion or the (;OP reqldrernent t.o replenish the li\mrl 
agaLnst clecapltnl'l.zaLl.oll, neL ['m'th n:..; :1 COVf!t1llnt here, I.e a DignU'i.c[mt 
incliclltion 0 f GOP Hill:! nr~ne~s to he:l!, thf~ coste for ullcollectible loallS, 
'i'lle definitIon of ullcollectil>lp.rJ D:; <l(~"cribcd all 'plIge '2; - 20 however, 
hOG not provcrl t.o be nn nCC1.U'ntc lll!colmting or montes lost to the I,'uJ1(l. 
AID intendG to ne~otltltc w:lth the (J01' for a more precise d~finition of 
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uncollectibles, and the new definition will probably include a fixed time 
limitation, ulthout exception, for short and long term outstanding and 
overdue flub10uns, thereby increaf.line; the· amount of GOP contribution. 

Accorcliugly, conditions alld covenant.s for the.loan agreement 
}U.iVC been rleveloped wh ich arc des tgllcd to protect the Fund from losses 
rIue to excessivc rateG of uncollectllble loans. 'l'hese will also hope-
fully nerve to focus incrcased GOP interest on this problem. (See page 45). 



_ "I, _ 

('m't IX - l~nvlrolUllcnt 

~.'he pons Ible effect of thiG loan upon the environment 
has been carei'ttlJy corw:l.dcrcd. Ba[;cd on thiG conE:idcrat!on, 
wh:tch -\;ool( illto nCCOIUlt-. the f£.lct thut the loan propo[les to 
aSl3itrt 3,500 Gmull furm fwnHic:.; torcr.rtore to Clllti vation and 
improve the:!.r IUlld, the conclm; ion vas reached that the overull 
effect 01' the 100.n, hy IH'cscnt ntlllluurus, would be bcncflcipl 
to the environment. 
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Part X: Conditions and Covenants 

1. Prior to the firot disbursement of the loan the GOP will: 

a) furnish an operation plan satisfuct.ory to AID setting 
forth the numhers and qUfilificotions of agricu.lt.urnl technicians and 
Bank agents responsible for execution of the project. 

b) huve deponited in 1..he Fund the runmmt of W1collectibles 
d,le lUlder prior ugrcements tllrou/j!l CY 19'71. 

Prior to flny dlCibur.~:ernnnt j.ll c:nlendur yem' 1973, the GOP 

n) \Hll hHve dCV(!](l].x:(i :l rcvlucd defillttJon oj' Wlcollect­
:Ibleo t:ntb f'ncLor,y Lo AID, 

h) \':n 1 l"urn1r~11 AID \/I.th t.he rcsltltf~ of Ht; cVl(l UHt.:iOll of' 
t,he ex:u;t.:'.ll'~ 1)l'[)lIil.1.Clt:Lon ullll p!'oc.:ed.11"I.'e:: or tllf! fo'l.UlJ. unu, 11:ll'ticlll nr­
ly '1 t:3 re.~c';I;lIlencJ.trL:J 011 5 for rnodif:i.cntiun, ~;o imprClve collect ions, 

1. Thc GOP Ghu l:i cl)'\'cTlnnt th:;\ t. nc) fanner or Group farnl'il!13 or[~u­

n:t~,Ht,j.on c1:lf'.:11>1L! for c):l:;tillg er(~(l:iU; e'f' the tY}.1C.-: )lr(lJ1o~L!J lWl'ejn 
:r:iJl~(\wcd by ut}:C}' ]ntprnnLJ')jl:ll :i.I1:.-[;i·1 u1.J.on~~ :;h;111 receive /IID 
10011 1'tUla:.: JI1 J.-len t1f t;\I(~ll flrHli1Cilif" 

:-~. )):U'l11(; tlll~ t.1J.l"~C yc:ur" 1'011.0\,1111: (li:;ll~l1':.~(;;,!el:: c.!' t.he: lo:->n the 
FUl1d 'I ill (Ill, )(':.! I. c·; :1 l. h:I,:: l; u:: iIllH'h 1;,()IICj l,\) Ull~ (l1.:~~(ct'~r ttl'l:~1 US 

:In re(~cjvl;(l :111 ::"(' f'lo\,r:..~ undel- Lll.i.:--; :I I):~n. 

3. '.P!H,: GCP :,1\:1 U C()vcnt'.lIL 11:; 1l11(jIT 1'1' i Ill' :.II~l'c!(:;J!L!I;L~, to l'cpl'.:w:':;h 
tlte l\I':,i lly ll)(~ :1111')1l),;'\. (:cl t!t'F;i !l':r.! :,:; l!Jl('olll'ct:i.l,l.c each ,ver,I'. 

BC:F',ilJllill[.; ' .. :1 1I; 1,)l1~ )llt,\',:n:lJ!. III ]"s'n 1' .. ,1' unc(lllectiLlc;; det.('J'!Irincu 
f(ll' 19';-?, t.llc (;01' idLl uUJ-!;',(! 'the d<'f'ird.liuL <If U;1CGl1('c~,it'lc:> 
U(!\c:Jopcd 111 ) l':.:)';'n:;~ t;, c:::1(lli.j('II~, l"'.:CC(lellt ;'(r,) l!l~()\'t:, 

II. 'I'lw GOP :;lJ:d 1 l:Uve:l~lllt. Lo IJ:ljlJ l:::;Cllt t.he rCl:on;:nen<jntic.nr. 
rc~m1.Un['; frc'lIl :lln cvulwlt-.toll oj' the (';dc;ting ol'Ga:1i',~tlt:l.on lind 
proeeum'(!s of the Funu. 

5. 'l'/W ]onn dJ'lll be GlIl):If.!C'l, l.r) Ducll othcr tC!'l;W lUlU cylidltione 
as /IID Inn~; (1(~eJrl lidvlsa.lllc, 

http:x:i.nt.ni
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Annex I 

CIlECKJ.I~'l' OF STA'l1r:'Oay CRITERIA Page 1 of 17 

(A1~iance for Progress) 

In the right-hand margin, for each itCJ:l,\\Titc anS\olcr or, as approptbtc, .. 
sununary of required discussion. ,\s nl!c(;ssary, reference the soct:onCs) CJj' tl.(; 
Capital Assistance Paper, or other clearly identified and available <;ocu:"cr.t, 
in which the matter is further discussed.· This form may· be made a purt of tnt: 
Capital Assistance Paper. 

The following abbreviations are used: 

FM - Foreign Assistance Act of 1%1, us amended. 

App. - Foreign Assist.lnce and Rdat<.~d Agencies Appropriations Ac .. , lQ72. 

~L\IA .. ~ll.!rchunt ~brine Act of 1936, as .llllcnded. 

COUllTR.Y PERFORMANCE: . -.. -

A. Descnibe extent to which 
countrzJ is: 

(1) Nakhlg ap:'l'opr:.cJ. te eii ()Y'to 
to irlOrcasc f,lOd Pi103.ilu'!:ion 
and impl'ovc rncarw for food 
stOKI(jG and di~J'tl'·l:lmt-ion. 

(2) Crcr..t;ing a fc:t-'c: 'li',J :'!.·;:lI.d;e 
fOl' f011(;igil and ° doll:iJl; t·::o ,?i"'/:V:Zt:l~ 
entel'pM.cC and 1,nves tJ.7en·t. 

The GOP has an ongoing agricl1ltural 
program to inc rease agricultl1ral produc­
tion, improve storage and distribl1tion of 
foodstuffs. Tht· purpos(! of this lo;\n is to 
provide agricultural credit for slll;tll and 
medium farmers to increase theilO prodllc­
tivity. 

In the context of its industrial l"l,[orl1l 

progloanl (lndustrial L,\\\I) and itf; 1>~ll;HjCl' 

of payments ri.1an~gcmpllt, thl' COP is 
actively seeking foreign and domeslic 
private investments in areas identifil'd 
as being essential to growth. 



Annex I 
Pagc20f17 (J) Itlcl'casirl(J tile pubU" 

l"0 lc itl the deue topmen ta l 
pl'OCCGS. 

Newly dec reed programs in Industry (Industrial Law), 
fishinlt (Fishing Law) and Agrarian Reform are Bpe­
cifically designed to achieve this objective. 

(1) (a) A ZZocating auai tabZe 
bU~Jet~J l"eSOUl"oes to 
deue Zopment. 

(b) DivCl·tina alwh 
l"eQow'ces fol" unnecessary 
m-iZ i taplj e:cpendi tUl"e (See 

'also Item No. 16 aoo 
intervention in aj'j'ai1'8 
of othc1' f1'ee and 
'indrmend,mt nations,) 
(Sec' also Item No. 14.) 

(5) r.;i Zling to contl>ibute fund.~ 
to the pl'ojeot OJ> Pl'Og1'aJ1l. 

(6) /·/a:<'/:"J ecO/wm'i.e., [Joda l J 

alld DoU'ticc:l l'ujO't'll18 [;uoh all 

tax ~o llcct7:mi. imm'ovcllIeJ; ttl . 
and chanClt20 '1.n land teriln'C 
m01Y:(lgr:m~i! 'C.'}., and making 
l?y'o£p'c;sn to:').:r.:l'd l'cnpcct for' 
th.~ 1'ule of lOlJ~ j'1'cec!.om of 
e:~·pi)e8s·~Oi1. (-[i~d oj' -the p:r.eGs" 
c:;:d l'eeogy:i;~ in] the 'i.!:.pol"tance 
of i'fli!.iv-~chia l fl'eedO'lI., . 
iy:ir,'iatilJc., errld pY"ivate 
erltGrpl"ise. 

Sizcable portions of the GOP nationa 1 budget are 
being allocated to the top priority programs of 
educational, agl'icllltllral and industrial reform. 

GOP military expenditures for the. years 1971 and 
1972 arc $433 million 01' 16% of the total two-year 
budget. No known ittel\\!riul in affairs of other 
nations. 

.l Jll.;! ~IU.t-' comll1itment of $720, 000 to this project 
and their intention to provide approximately $20,0 
r'l1illion for agricultural credit OVl~r the lIcxt two 
years is considercd ample and demonstrative 
interest in the project and program, 

Whil(~ frcedom of till! pt'r~:;s and of (~X]He.lsioll 
has been :)orncwhat cul'lailed in recent yean;, tax 
coll.cc lion ha G improved, laWlJ al'C cn[o ,·cod and 
lLlnd reform has bl!cn Given high pdol'ity, GOP 
is making si3l1ific~Ult dfort::; to improve quality 

nf judiciary. 
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oapt ,-iv~t~~inOter
oountri 

()Othemviea reaponding to 
the viital~coonflOio, politioal,
andsoQoial coens of iu 
peop?., and demon. taating a 
olear-datoxvnination to take. 
0000tiVe 804f-hetp maemawee. 

Y. Ara above fee tore takenl into 
account in the flurinhing of the 
eubjeat aosefanoo?
 

Trnonft o! U.S. Citizonn 

2.8 Ai620(c). If anaistanee in 
to (/ovaOl ftjt us tho qoverwrunt
ZiczbU an debtor or wiaondticntui 
guarantoron 9MV debt to a U.S. 
oitiwin for Voode or se*voen 
furniehod or orderod uwom (4)
ouch aitizon hne cxhaueted 
avaiab~ Zogat romedle wnd (I
debt ia not denied or contee cd 
by ouch Uovsreont? 

of meMi~1t 

ih~aret 

ecntdecreeca fi -rf
(Orel#"capital 0 4 VM

iImpctoedtbalafte 

The OOP appears to be rs" f sn 
eco~nic, poliial aarniewesofI 
POeoleP?%l;1Lb
strongll- el@)s 

Yom. 

Nokwnrcp w. 

AID M4-610 
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J.FAA 6) ((1). If asiitance 	 Page 4 of 17 
o it 

(inciJdbk.7 govormrvent aqoncics a company benefidiallv owned bv U.S. citizens. It 
or 5z4x')isions) taken any has been provisionally determined that appropriate 
action which has the effect of steps to discharge its obligations have been taken 

tio,, i ("r.j 	 by within the meaning of the statute. 

•a t/':,jvc:~,'oft, hLas In 1968 the GOP expropriated the holdings of IPC, 

,xpropriaV3., the GOP, 

or ot;cnzwiso seizing ownership
 
or control of property of U.S.
 
aitizens or entities beneficially
 
owned by thawi without taking
 
stops to dischare its obligations
 
toward such citizens or entities?.
 

4. 	 RAA § c'2O ?iX:hc .nws 
:,c: ',5 A:t.-. If countr- No known seizure during past year. 

"" ,iu:posed any penalty
 
o:' sa?:~tio?: faa~t, any U.S.
 
fi hiy vesat;el on account of its
 
fihingQ activitics in international
 
Va ters, 

a. has, ary deduction requirr'dhi No claim has been made and therefore no deduction 
ishorimcn's Protective Act been is required by the Fisherman's Protective Act. 

made? 

b. ;:a,: co.plate deni-aZ of As requested by the statute, the Adminislrator shall 
cza;t.na~c bx'n considered by consider thc seizure of a U. S. fishing vessel, by the 
A.I. D. AL naistrator? GOP in determining whether or not to furnish this 

asi stance. 



Rclc..-..iona with U.S.' Govemrant ev.: 	 Page 5of 17 
Other,Rations 

5. 	 FAA § 620(d). If a.sistanc is 
for any productive enterprise. 
which will cotmote in the Uritcd No such enterprises to be considered. 
States w+th Unrited States entor­
prn-Z- S tohere c,: agr~feen..t by 
;he recipient coictry to prevent 
export to the Unitsd States of 
nro tihan 20% of the anterpric s
 
annual production d. -,i the life
 
of the loan?
 

14....-1 / Hao tho country1 . 
pe2itted, or failed to take
 
adequate measures to prevent, No known recent instance.
 
the danage or destruction by
 
mob action, of U.S. property?
 

7. 	 FA § 620(M). If the counry 
has failed to institite ihe 
investncnt nuaiuanty progyramn 
for the Spc Ci rikS of Yes. 

e.xpropriation, in onv.rt­
ibi?.it/ or confiacatin ha,:
 
the A.I.D. c ,," r • t "
 
the past year conidcrod c'nyin.
 
assistarncc to such govcrlmcent
 
for this reason?
 

8. 	 FAA § 620(,s). Is the gov,:i;,rent 
of the recipient cou?.r! No, 
defo, It on interest or p-vncvpaN 
of any A.I.D. loan to the 
country? 

All) 3.141 45.-6111 



9. FA 620(t). Has the country Anex I 

&cverod diloYLwatic relations Page 6 of 17 
.with t:L! United States? If 6o, 
ha'e they been reswned and No 
have nwt, bilateralassistance 
acrecinents been egotiated and 
cntered into since such 
resumption? 

10. F(A § 2C',h. What is the GOP budget authorizes expenditures for delinquent 
payment sazatus of the country's UN dues and payment on regular budget account an 
U.N. obligations? If the GOP has stated its intention to liquidate delinquent 
country is in arrears, were such obligations. Peru's arrearages were considered 
arrearagestaken into account by in determining the current OY.B. 
the A.I.D. Ad inistratorin 
dete2inin the current A.I.D. 
Operational Year Budget? 

11. FAA § 620(a). Does recipient 
country JUrnish No known assistance to Cuba or carriage of car-
Cuba or fail to take appro­
priate steps to prevent ships goes to or from Cuba by Peruvian flag ships. 
or aircraft under its fiag A commercial sale of fishmeal was recent-ly made 
from car;ryij cargoes to or to Cuba and was carried to Cuba in Cuban vessels. 
from Cuba? 

12. FAA I2i,9) !f assistance 
Is to a ovvr ient has the 
Sere-,ar.i of State d,;ter,'ined Yes. 
that it is not controlled by 
the in te. natidonal Ccuwiuhis 
moA1e3en t? 

AICAO'3.7A 'is-6O) 

http:CAO'3.7A


13. 	 FAA § 620(^). 1,; recipient country 
a Conxrnist country? 

14. 	 FAA §G620(i). Is recipient country 
-inany way invo Zv d in (a) subver­
sion of, or military aggression
against, the United States or any 
country receivz
 3 U.S. assistance, 
or (b) the planning L, 'uch 
subversion or aggres,- ? 

15. 	 'FAA § 620(n). Does recipient
 
country furnish goods to North
 
Viet-NlaV or penit ships or 
aircraft under its flag to 
carnd cargoes to or fromi North 
Vie t-Nonm? 

*16. 	 "See last page 

I.i Zitam Expenditures 

§ 60_(,,. 

country 


17. zAA What percentage of 
budcat io for miiitary 

expenditures? llvw much of foreign 
exchn'ge re.oz so S-- 0 

milivary eqz ip'acnt? how m"ch 
spent for the purahao;e of :oohi.;-
.icaved weaons s'wteo? (ion,;id-
'ration of thos points i vo i;o

coordinated with th, Bur,-a f'r 
?rog,,,con w~d Pol.c Coordiaio;:,Regional Coordinators and:-.!i';ca
Regional. CooiSta (PCRG.Assistance Staff (PPC/R).) 

Annex I 
No. Page 7 of 17 

No. 

No known ins tances 

In 1970 'eru's lcfense expenditures
 
represented 18. 7% of 
 central go\ernments
expenditures. Of the two-year 1971-1972 
budget, 16% is earmarked for military 
expenditures. 
In 1969 (the late ;t year for which data if; 
available), the GOP spent $249 million 
in foreign exchange on military impo'ts,
With respect to S.oplhlticated weapons
systems, Peru purchased 16 Mirage type 
aircraft, plus space parts for a total 	of$28 million in 1968, repayable over 8 yearsbeginning as Asof 1970. requested by the 
statute, the Adrninistrator shall taike the:;ematters into account in determininp whe­
ther or not to furnish this assistance. 

AID J.7i1 151.,i1 
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ol at S' , ,, .... 

18. 	 ormat'): and The subloan terms for this project are proposed
 
coNci , ofl by the GOP and are considered reasonable and
 
azd '1e;:ality (und ' Za.. of legal in all respects.
 
country and h Unircl Sta5')
 
of lerdi.. a:d rlendinj terais
 
of the loan.
 

19. 	 F.. , 251('})" O:). .. 
-,;o2~.*.. C);:w." co,'cl:aion on On the basis of the information contained fn the loan 

' u ' s acti," acon,;'i and paper, the project is considered economically and 
wook..ow: sou)%wo... If loan technically sound. An application has been re­
is :oz n::dc p:trazant co a ceived and is included as an annex to this paper. 

pia , and the
 
a,,:oin f the C;an Oxcac'I,
 
$100, O00J haso :try submitted
' 
to A.I. D. an a:pplcation for 
sucn fznds ;ogether with
 
assurances to indicate that
 
funds will be wed in con econom­
icalNl and technically sound
 
manner?
 

20. 	 A: 251(b). Ir:foyration ar~d ,orcign exchange reserves of the GOP are such 
Oozrlr"on on capai't/ of t that Peru's long term foreign debt appears manage­
eournti'j to 2.ay th5 loaf, able and the repayment prospects for this loan rea­
";"'.i :wii raiczson) leZnses of -sonabte.
 
repajment prospeoto.
 

21, .. !" (;/ (a ) (: ) ;. ior to 
','.'. of loan will ther" b, Yes.

(a) 	 ,:inecriij, firnancial, 
and ouhr plano nece sary to
cCiVr,5 owv the ,o,o",""". . ... a: 

(i,) a-cao;zadly fi., asti:asc
 
of the coat to -,,h United States
 
of the assistance?
 

AID MA d1, 
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z.~ 33^ctio~t~ 

;oronapiiit 

I at 

No e 	 cia egisltive ac n s n 7

Loat.be reqired
 
0P.P Z,, aotT t
 

Spurposcsl01 ZOlon 

23 Y 1\ 6.11(c If lo, -o),

Capitai. :tnc~. t
c% 7, o,r 

U. 	 to pvdoot. ?:owd -xpo.1e 
cxc~~viiik~.nIL4~ ~WJi.flYes, See Annex 1I1 

Dcrootor cervificd thuc uounitryV-'
.ckaaility effeccivcly tott 	 uc bt o : ,av; ti o t'', ....

m"ain tain and utilize the p toj?	 weo 

24. 	 FAA25(b). lnforfation ad No other financing is available from other
conhusion on avileabiityao free world private or public sources on the

'financing froi other-frce-wor bconcessionary terms required for this project
aourcaJt including private 

b roms within the United Satas.d 

boa~j'ftPCatioishin to'Achir v out.,'t' 

25. r §th 	!oa). o t., totst, a) Sub-loans will be made to pre-cooperativ0 niq a ; Ci'nL Goat,uy n sa
which assistance,reflccts-h appro-... c ,andu ecooperatives.v s d c e i rl i. .... ." ..'. . ..
 
priateomphaui aon: (a) peo;- b) The program emphasizes increased producaging development of da-nora..., tivity of the sm-all farmer by improving his
cconomic, political, and 800&2 capacity to farm his land,
institutions, Wb ceif-hclp Cr. ,c) Supervised credit entail supervision andmneeting the country 'a food waxccZ; training of the small and medium size farzi(a) imrproving crdailabilitZy of* d-e) Assistance to subsistence level farmerstrained .anpvr in thc counry; 	 caloricwill 	increase intake while lending
(d) progra'ns dcoignad to ircet to groups wvill strengthen socialI develop7the country Is haZth needs, or ment -.
 

...
I11!!i:::;i:,;i ;<;:,;,:, .. ., 	 IV-.!ii ~!*-,: .. . ... "., .€ ":" ,..;!III
,;!i~iI;:.! 

;;L
.44 ,; iiii)i i< i; , > " 	 A " h+ Th '$4 &'4 V44 i'4!; < ] % ?
 

4.4i4 ! ]]/"i' i~I:ii52J 'i; I fi: ~ < <

1 i~ illiL!ii[ '{ V"I!i:i 


5fl ..
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1. 	 (a) otlh.or important aaas of 
econCniru, poiitica'.,and social 
dov:lopiznt. ,'tding industry; 
frcvc Zihbor unions, cooperativeq, 
and Vo luntary Ago-nciucs; trans­
portation and ecmnunication; 
p Za:ni.ng and pudZic adninistration; 
urban developmant, and 
modtrmication of existing laws. 

26. 	FAA § 209. Is project susceptible
 
of execution as part of regional
 
project? If so why is project not 

so executed?
 

27. 	F..A § 51(b)(3). Information and 
conclusion on activity'a ralation-
ship to, an," consiatenay with, 
o thr evcZop. nt activitic, and 
its cont-ibutior. to Pwalizabt
logJ-rangc objactives. 

28. 	 kF § . :.5t(L)(7). rfoanation and 
conc i:;ion on wQuc v:2sr or not tho 
ac;iwtvj to We fin:ncad wil 
c,n:tr- bots co t;, ao"icevcm,-nt of 
se if-austazni:j yrcwth. 

9 	 .... () ..D..A c",t",. to 
wi c~t'6r:e ?.oaa' :t.1. cw(.;?'th£( ,to 
th.e oD,}i.'O.NV of aa .;n:j i:axcmwi 
par"-ipat i,>n in tha W:ah: of'ceonoz:,n daual~macvt~A, th, par"t
 

of t;:c poplc t;l1.J2 C.:oltry, 
thr'ouj;y th,2 ,'v;ouragu'.z:n t of 
democratic, P)0Vc, and local 
govermnental institutions. 

Annex I 
Page 10 of 17 

(see 	preceding page). 

No. 

The proposed program, by increasing agri­
cultural productivity and improving rural 
living conditions, inay reduce nigration to 
urban cente rs and improvc inconme distribu­
tion. This comp loeniots ti GO-" long-range
agrarian reform program. 

By rehabilitating the agricultural1base of the
 
di.saster area, the project vill contribute to
 
the achievenent of s,.lf-sustaining growth.
 

Coope ,aLives, by their very nature, are private 
and democratic. Thi; type of institution will be 
strengthened by the loan. 

A1O 3.7A tf.566 
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Aiii-ex I 

30. RA § 810) 
to which program recognizee Th, program of 

Page II of 17 

agricultural credit is parti­
the particularneeds, deircs, c ly suited to the needs and desires of tht 

and capacities of the people of ie of the disaster area. 
the country; utilizes the 
country 's intellectual resources 
to encourage instit, .. nal devel­
opment; and supports civic 
education and trainingj in skill.; 
required for effective partic­
ipation in governmental and 
political processes essential to 
self-government. 

31.. FAA § 601(a). Infozwation and a) not significantly. 
conclusions whether loan will b) yes - in agricultural sector. 
encourage efforts of the country c) yes - see 33 below. 
to: (a) increase the flowo of d) yes - loan directed to small and medium
 
international trade; (b) foster farmers.
 
private initiative andcme~ii~
(c)vaen iaive do mpetition; e) yes - a basic tenet of superiised credit 
of cooperatives credit nio d se is to improve techrnal efficiency and 

.........I, t productivity of agricultural sector. 
and savings and loan associatio?:.,; f) No. 
(d) discourage monopoistic 
prostices; (C) inprovc tocu.,cal 
efficiency of idu, trj, arcu t1 re, 
and cc, zoerve; and (f) strengthen 
free labor unions. 

32. , 	 YA4 629. If assista-nce is for 
i n O.sndent cou;-try; is it Peru not newly independent. 

furnished through multilateral 
organizations or plans to the 
max-immin extent appropriate? 

33. 	 .YAA § 251(h). Info:l:ation The last CIAP review of Peru empha sized 
,.o~lc/uJ'onOn wh,&ther t'2 a.,""Y the need for international financial assist­
is consistent with t;; findi :5 ance in Peru's development programs. 

and r5c2'.,?oendations of ta lnto,- In addition, CJA P endorsed the need for 

Amcriean Conimittee foj' the Al7.ian'c strengthening farming groups and organi­
for PjrogrCSa in it.') annual rci)cj zations to better cope with their develop­
of naitional development activities. ment probleins. 

AID 3.7ti 	 (5,601 
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'coopcrat'Vlcmov'cllent in to cooperatives and group farming enterprises,Loatin',iive uca. t;tus enchancing the cooperative movement in 
rLatin America. 

35. 	 FAA § 209, j 251(b) (8). 
lnfo ::ation and conclusion Not directed toward regional development. 
whether assistance will 
encourage regional development 
progrswns, and contribute to 
the economic and political 
integration of Latin Anerica. 

Loan's Effect on U.S. and A.I.D. 

36.. 	 FAA § 251(b) (4) § 102. Information 
anHPL7na'onon possible effects Apart from possible purchase of some U. S. 
of loan on U.S. economj, with o " goods and services, loan is for local costsr. c o a , ,with negligible effect onlU. S. economy,
rc~fC2,nco -1-- areaS of substan1,*Zl
iabouiu and .-xtsnt to w.'ictz slight adversc effect on U. S. balajice of pay-I .	 ments. Purchase of livestock for livestockU.S. oo cand aoistaa ae portion of project expected to be largely 
furn-i:hed in a manner conJistent from the United States. 
with i,,proving the U.S. balance of
 
paympents position.
 

37. 	 FAA §; 607(b). Infoir:atio. !d 
concJusion or how the Loa. ZlI 
cnco-ira-.e U.S. or2, ivate trade and See item 35. 
i .v't'vJO4t bKoad and how i iI 

private U.S. pLio,'cn ation
 
in : c p2ro3r s
cign a,;sis .:a?,sJ 

(inci:~'~ue use of private trade
 
chan,,. Zs and the :;ervices of U.S.
 
private enterprise).
 

AID j-7A j.uzi) 
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]8. 	 'b .o60(d). lf a c~ap~i al Page 13 of 17 
p'ojot, ac,, :. :' and 
professiofal t:,-icru of U.S. U.S. contractors will be able to compete 
firms and their affiliatcs uscd for furnishing of consultant and personal 
to the maxinvn extent consistent services, directly financed by loan, and for 
with the national interest? livestock and other agricultural inputs in­

directly financed by loan. It is likely 

that adequate Peruvian te'chnicians are
 
available.
 

39. 	 FAA § 602. Information and 
specify.conClusion LJherher U.S. small Loan agreement will so 

business will participate 

equitably in the fzu'nishing of 
goods 	and services financed by
 
the loan.
 

40. 	 FAA § 620(h). Will the loan 
promt or6,3000asitprom~ote thefoagn Loan agreement will specifically provideor assist the fore~ign against such eventuality.*
 

aid projects or activities of
 
the C)wZza~ist..2oc countw-es? 

41. 	 FAM. § 621. If Technical 
Assistance is financed bz th 
loan, info2-,mation and concZusion It is contemplated that technical assistance 
whether such ,siwzce will be will be provided by private industry on a 
furnihed to the fuZlost extent contract basis. 
practicabZe as goodo and plr2osf­
sional and other I3OrVl- j
 
private enter;,r",ee - c',:!.ract
 
basis. If the jfaci" s of other
 
P,dcoral aye ic i,:.esi e,uti 7i:ecd, 

infoVI'atio) and conclz sior on 
whether they aro parte.7a:i'y 
suitabie' ar n)t comp'.,v ith 
private entMipri';,, and ean be 
made available uithoiut und.-I 
interference with doiaestic projrwils. 

"A1 JI=?I1 15-001l .(tl 
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money 	under loan which is going Technical assistance expected from privatedirectly to private enterpr',so.,. 

is going to pInteydiate rdit contractor. All other loan funds will be going 
institutionstor other borrowers through an intermediate credit institution for 

use by private borrowers.
for use by private enterpri-se, is 


being used to finance imports from
 
private sources, or is otherwise
 
being used to finance procurements
 
from private sources-.
 

Loan 's Co':.,Wianae with Specif7.c
 
Requirejnen ts
 

43. 	 FAA §.201(d). Is interest rate 
of loan at least 2Z per annum 
durirgj grace period cand at least Yes. 
3% per annun thereafter? 

44. 	 FA-1 § 608(a). *[nformationon Not Applicable. 
measures to be taken to utilize 
U.S. Goverr~nent excess personal
 
property in lieu of the
 
procurement of new items.
 

45. 	 FAA. § o04(a). Will all eolnodity Pt'ocurenent will be from Code 941 countrics 
proecaent financed under the

loa emenfrom and une Stte as permitted by Presidential determination.
Loan be from ah* United S-tates 

except as otherwise deteyained by 
the President?
 

46. 	 z"..1 § '(). W{hat 1ovion i 1 t Loan agreement and implementation letters 
dc o prcvn .- 'j cotmodi'.! shall so provide.
 

p2o'CuJ'hcfnt in bilk a. ,wrices higher
 
than adjusted U.S. market price?
 

AID 3-7A (5.6d) 



47.. 	 FAA § 604(d). If the cooprating 
country dsc2iminates against U.S. 
marine insurance companies, Lill loan 
agreement require that marine 
insurance be placed in the United 
States on conmodities financed by 
the loan? 

48. 	 FAA § 604(e). If offshore procure­ment of agriculturalconmodity or 
product is to be financed, is there 
provision against such procura;ent 
when the domestic price of such 
convodity is less than parity? 

49 	 FAA § 611(b), AMp. § 101.. If loa.q­
financesTwcater r wate 2-relatcd 
land resource construvction projc.; 
or prograil., is there a benefit-cost 
computation made, insofar as 
practicable,_in accordance withi tache 
procedures set forth in the Memorand 
of the President dated May 15, 1962? 

50. 	 FAA § 611 (q). If contracts fer 
co,w trc.7on are to be finconced,
what provi.,ion will be made t;:at 
they be 7.ct on a comptitive basis 
to maa1bawn extent practicable? 

51. FiA§t: (q). What provisioa is
there,,0...."1n,,t Use of subject 
assistanca to comcns ate Owbl'P 
for e-xpropriat-dor na tio?alizd 
property? 

AIO $ .­il .to---
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'Loan agrement will so specify. 

No financing of such proctirement is 
contemplated. 

No large scale water or water related 
-land resource construction project or 
program will be financed. 

Not applicable. 

Loan proceeds will not be used for pro­
curement of land. Loan agreemcint .vill 
so specify. 



52. FAA §' :: § (0.).. Describc 

atcps t ken to ana:m, that, to tho 
lm v.lf, po,sib"o the counZtrylJc.:t.nt 

is cont2-b'tin, toncculocal o 
meet the cost of contractual and 
other eervics, and foreign curreVcr1 
owned by the United States are utilized 
to :eet the cost of contractual and 
other services. 

53. App. §i104. Will any loan funds be 

Annex I 
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GOPis contributing $720, 000 in counterpart
 
local currency to project.
 
No U.S. owned foreign currencie's available.
 

used to pay pensions, 
military personnel? 

etc., for No. 

54. App. § 106. If loan is for capital 
project, is there provision for , 
A.I.D. approval of all contractors 
and contract tevis? 

Loan agreement will so specify. 

55. Ay'. § 108. Will any loan funds 
be used to pay U.N. assessments? No. 

56. Ass. § 109. Coma-liance unth 
tns on erryZoyment of U.S. 

and local porsonn,, l for fun 
obligated afte.r April 30, 1964 
(A.I.D. flogulation 7). 

Not apliable. 

57. FAA § i). WEll any loan fuinds 
F-0( s;do ' finance puc.ihae, long-
teri Zea.'e, or exchange of motor 
vehicle man'faatured outside the 
United States, or any guaranty of 
such a tranwaction? 

No. 

AIO 3.7A 1-SGiI 
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MEMORANDU M 

April 28, 197.2
 
TO: 
 Mr. Louis V. Perez 

Director
 

Assistant Director fpr Capital Projects 

SUBJECT: Section 6 1 1 (e) Certification for Proposed Supervised
Agricultural Credit Loan in the Disaster Area 

Section 611(e) of the Foreign Assistance Act requires that beforedevelopment loans are made for any capital assistance projectestimated to cos.t in excess of $1, 000, 000, the Admlinistrator

AID IouSt have received and 

of
 
taken into consid,.ration a certificationfrom the principal officer of such agency with the country in whichthe project is located as to the capability of the country (both financialand human resources) to effectively qlaintain and utilize the projecttaking into account among other things the maintenance and utilizationof projects in such country previously financed or assisted by the
 

Uniled States.
 

'Thelpropos ed loan for agricultural credit in the disaster area wouldul ilize a mechanism (the Fund) previously supported by AIl) loans 
5?7-L-029 and 527-L-017. 

The loan paper revie\v the1 steps that the executing agencies have
talken to improve the operation 
loan
of the Fund since tie last AIDfor agricultural credit was- made (see Part IV, D). While operational)roblems such as the Fund's collection record still exist , the Fundis viewed as the best vehi(cl, to channel credit resources to thedisaster zone. (See Is s;lic, Pa rt VIII). The exec u t ing ageiicies
intend tW evaluate the organization ;mid procedures 
of the Fund andimplement the resulting recomImendations to improve the Fund's 

operation. The loan paper at Part VI indicates the adequacyresources to be committed by of thethe Borrower in carrying out theproject. 

On the basis of Ilhe inO rnlation contained in the loan paper I recorninend 
that you sign the attached certificale. 
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CERT[IFICATION PUIISLANT 'ro ScTCI"ON 6 11(e) OF 'rTHE, 
FOREIGN ASS[STANCE ACT OF 91061 ,AS AVENDED 

I, Louis V. Perez, the principal of'ficer
Dovelopme nt 

of the Agency for Internationalin Peru, having tMiken linto acceiz nt among other factors thentIn Lonanco and uti J isaLlon of projects
assisted 1" Peru previously financed orby the United SLaLs, do hereby certify thatPeru has in my ,judgementboth the filnznci al 'dpability and human r'esourcesto effee..Lively maintain capabiiLy 
SUPI, 

and "tili;e the capital assistance project;AGCEVSI'D l TilA''IIPAL,[, ]) 'l' I 'ORII EARINTIQUAKE DISA S IR ZONE.
 
'Ihbis e r ;.irf ica ti on is bas ed 1.nt . ra lia on the o vrnmen L andper['orm.nu ce und ' 3In Lhe execution of .omparab] o ag,rictLural
Fina nced credi L projecLsby A,* D, Loans 527- L-02) 027- L-047, and A .[D.No .527N601, and on GranL[he momornndum d,'ld April 28, 1972 from the Assi.satantDireLot. for Cap I [a] Projoc La, lISA ID/Pr"u. 

Di 'ector USA FD/Peru 

http:per['orm.nu
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DE AGRICULTURA 

Lima, 15'MY 72 

OficioN0 41' -72/CT. I _DG_,-CC _DM 

23 MIR 1972Z 
Doctor 
Louis V. Pgroz I
 
Diroct-or do la Agencia paro al
 
Dc-sarroilo Intarnaciomil USAID/Peru"
 
Pros;ento .-


Asunfo : rograma de Crtdifo Agrrcola para tu, Area 
Afectodo par of Sisrno del 31 do Mayo do. 
1970 .- Pr~stamo do US. $ .5'Q0000 

Teng, al agrado de rmifr a su Dospaclm* el docurntc:It.Z
 
do lvabe4 1c quo robro ol asunto rofcridr) h-,sido proprardo por el Porkifolio o
 
mi cmrgo, y quo -consNtuyO aI ro~u Itodo de las conruas corwrsacionas (J
 
tostuvowon nuct.stros rcsp-,ctivos Rc prosentantes. 

Dc: dki lo imnini socio_(,con6mica c:lI citdo Pro~y-a
 
ma, y la volioso coop!_ rocic6rt finonic~ra por uslfedos o .frccia prc'irii eIftct
 
much5 Ic c~cjrodocr qu~on nPrc~nIQ Como ol nwcnclorndo &-cuncnto Soo are
 
lizodo y !x~hcya diido o! pronunciamiento ro_ pc~cfivo, ostc~nos sca de-vvIto
 
do foI c do lx~ch1r roa Uzr Ics consulsus Pmcosorias qua r', rmi tnn dem-ro
 
del mds bove r.lazo culminar co'n 6xito I-on significativa rucst-ra do ccojxrci
 
ci~n internociornaI.
 

Aprovocko asto oportunidad para reiteoarlo los sontimion
 
tos do rmi rris aulto, 'nio porsorval.
 

Goneral do Divisio'n EP. Enrique Valdoz Angulo 

MINISTRO C)E AG9ICULTURA 

Inc u (gnI codo./ 
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Exhibit I The Earthquake of May 31. 1970 Page 1 of 8 
and its' Aftermath 

A. Back'round 

On May 31, 1970 an earthquake of 7.7 magnitude on the 
Richter scale struck Peru. The department of Ancash suffered 
the most damage, though the departments of La Libertad, Huunuco 
and Lima were also affected. 

Compounding the effects of the earthquake itself, were the 
einsuing landslides and floods which wiped whole towns and villages 
off the map, and blocked roads from the Sierra to the Coast. 

The carthquake, landslides, and floods killed an, estimated 
70, 000 people. 500, 000 people were left horeless, 100, 000 were 
reported injured, and 20, 000 children were orphaned. The Govern­
irient of Peru has estimated a total material loss of $515 million. In 
all, an area of 80, 000 Km 2 (6. 24% of total), with a population of 
almost 1, 800, 000 (13. 5% of national total), was affected. The sub­
zones most severely affected include: 

Subzon., Population Area (in Kmn 

Ancash Coast 213, 600 10, 900 
lluaylas Valley 248, 900 10, 137 
Conchucos Vallvy 127, 800 7, 112 
Ma raf on Slope 265, 300 1Z, 762 
]Dativilca Basin 70, _ _. 589 

9(6, 400 46, 500 

In the Callej6n i e l lua yla s an avalanche follow'ed the 
earthquake whel a gigantic 25-50 million cubic meter mass of rock 
and ice fell away from the north face of Mount Iluascaran. As tlhe 
avalanche moved down the sicde of the Iluascaran through Llangantico 
Valley, it became a highly fluid mudflow. The flow, along with a 
Ceadly rain of rocks, killed an e stina ted 20, 000 people, and devastated 
buildings, livestock, vegetation, and topsoil. 

Following tile di ,astur, the President of l)vru designated 
an vim' rgeir-y relief collittee :situatd in the' PresidVntial ]Palae., 
Spearleadtd by the Becr1l,ian (,ovet rnl1clit tei reli,.f effort rapidly 
gained I nellolt-lttll) ;I:. public .1nd(1 private donation.; of food, me(liciI es, 
clothing adt e r ,.IO, r, :;Llplie. P v'd, ill 'rom a'oun(I~tLred th( 
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wo rld. 'l'h GOP a llocatted tile equivalent of $17. 5 million for im­iediate relief and rehabilitation* 
 Peruvian private donations ofclothing, medicine and goods were sent to the Junta de Asistencia

Nacional in la-rge quantities, and private sources also donated the

equivalent of $5. 6 million in cash. 

The GOP had many serious problems to overcome in 1ringingaid to the earthquake victims. Institutions in Peru, governmental andprivate, were not structured to deal with emergencies of such magni­
tude. This resulted in some delays and inequitalble distribution ofrelief goods but realistic efforts were made to overcome these defi­ciencies and changes inreplief operations were made as necessnary.
Considering the difficulties with which the GO]1 was faced, the overalleffort of the Peruvian a uthorities and people was admirable. 

R. General Conditions 

Prior to the earthquake, the Disaste r Arca contained 13%of Peru's population and lj)roducLd 14% of the country's GNP, including21% of its agricultural production, 9. 5% of its industrial production,2. 4% of its mining production and 48% of its production of fish products.A large proportion of this output was generated in a few, highlycapital intensive, export oriented industries with absentee (Lima)

owners 
and thus the econorimic benefits flowin, from this production
were not distrilbuted lIa rgely or widely within the a rea. Tie ; idus­tries, all located 
along the coa.t, included thu SOGEtSA steel works,s eve ral plants producing is ii prooducts (primarily fishrmeal), and ee-r a1 sira r plantations, and are estirnated to have pr(odLccd nearly
70",', of the airoas GNl and 22% of 
Peru's total ,xports. Due to theCalpital inteniL y of these iilH1,,, the limrited 'ni ,genr.allyforeign
markvts foir their output, anl their alsntee o,.'nurshi, these firn
,.ii not provide enlployrirurt in thn, area ini 
 p)roportion to their outt)put,
nor did they reinve:t in the a rea 
any significant potrtion of tLheir profit.'Thus, ove r the years there has heii a steady otll'ow of cnpital fromth Disasteir Airea with resrltinf, doeterious effect, on tire econoly. 

The real hackboticn of the economy of the Disaster Areathe sense of providini, a livlihood for the vast maj),'ity of 
ill 

the prpllceconsistvd of the highly inefficient agriculture, the larg, irumbiher ofmedium and smnall size industrial and comineircial firm!; located inthe citips practically all of which vere Iincicrcapitalizi-d, and the in­nmme rable smll art,:an sht))s enploying one or two persons usually 
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on a part time basis. In addition, there existed the usual proliferationof services connon to such an environment, but producing very littlein the way of value added to the economy. 

The extent of the economic problem of the area is evidencedby the fact that the per capita income in the area is estimated to beonly $56, with the average worker in the Sierra earning only 25% of
that earned by the average coastal worker. 
 The per capita GNP ofthe country as a whole in 1971 was approximately $410. 

A clos e interrelationship exists between the demographicchara cteristics of the disaster 
zone and its economic performance.
The population of the affected area, estimated at approximately
1, 850, 000 per sons in ])71, is young relative to 
most other areas in1Peru and relative to developit g countries in general. The potentiallyeconomically active represe t 291 of thc popuLatiol, as compared32, ,,hfor the colnt ry a.s a whole. The unemploynent rate varies sea­sonally, lit recent estimate:, indicate an average r:ite for the area ofover 30%. These two factor s, the small p ercentage of the populationeconoilically active and the high unemploy ment rate, signify a high

d el]endlency ratio.
 

In additiou, th, productivity of labor in the disaster zone isvery low due priniarily to tlie lack oif capita], but partially to theexistin migration patterns at mfi'ting the area. This latter is also adete rllinalit of the ag'e chiarc.teristics of the population of the area. 

There arc 1\'o significant: migration runs illthe area, onefrom tihe ,rl-ra to the coast;ll cilies and tMe other from these coastal
 
cilies to Lillia-Callao.
 

As a r't'ill of these (fertility and mortality rates do not
differ .sigiificanly from 
 , o'in't',. of 1 erti) the r;Itt' of growthl oftOw p)o11i tion tr
t li diIis , t;ireais around 1. 7', mctanl]ar1d witi 3. 1%l()3. j<for the c,!liitry a;i ,1w le , and hI' p uaini,_ition on the' coast intile affe'cted ared i:; gr,r;Vnd,hii by thlt,ofbothc the :;is'i ra by 0. 7(";,,u nde IIIh ' pr, ,'Itl ofl tiw Illa -C;iah ar 7a.
 

'lI' i, liilr)at i i \'ijh ,'ch ,sre! Illostly mll is:,, of eco ntoimicallyaclive age and tie yiy;l(..ily aid nlwgitaly mnoit able of the popultion.Ai a ctnieqamilqln , ilielvi, is; a iilliniion in theH I ipolit portiont of the 
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pl)ul1tion in tie. lisias1(,r aire aand a genera'alreduction in the produc­tivity of the art:;'s tabor force; both crit:icaI losses for an area otho,r­wise plaglue.d with economic tifficuilties. 

Another iin 1 r] (Ita n dti uog raphic cha,'acteristic of tle affectedarea is its rapid rate of urlmnization, both within the Sierra and alongthe coast. 
/,, 

The rate of growth of the rural populatiOn on the coast is1. while that of the sierra is 0. 5%, compared withrate of 4. 8% ant 1. 2% 	
an urban growth

re.spectively for the two areas, Currently, ane stima ted .101 ' of the a rea 'spopulation lives in cities, up fromin 1961, and again it 	 33%is the inm'C able who are leavi' ­ment. 	 the rul'.l environ-This drain of human capital from rur'al to a.rimnn and fromqierra to coast to Lima-Callao in Peru has become a serious consi­deration for Peru s economic ant! social development policy. 

The topographic and Hli matic'conditionsdeter mini !' factors in the econo ,y of the 
are also important


di saster area. 
 t)Ie rUggeds it'ra makes transporlation a nlng the cities of thethese 	 sie rra and betweencities and the coast difficult and costly and for certain periodsof the year ilmpossi) le, with obviwn effects upon the eco1nmy. In .a(Iition, only sum all valleys scattered aniong tht mottains5 are levelenoulih to be suitable for ('1 Itivation. 

'[he coniplte ab)sen, t,of rainfall on tilecultural produiction to those a i'eas which can 
coast limits afyri­

be irriiated, and theheavy w intecr rain.; iilthe sierra erode the soil reducing al:r icultura l. pr'oductivity 
hiere. 

C. 	 lki "rinsti-mi tion /\;.--:if;lin(M K,( 0 1).tndcOthe l onors)
-

'Thefollowin,, tl, illustrates the exthnt of the GOP'spIan ned effts/t in the ( ;l;I:e ri*; rea and sIll I ra'ip !s th.c reconstruction1)1an. l'e ,IlMuIIlit of fiInniit, re(tI itred is a e'!tinmat,,. ft antici-p;t[('(I that ;V7 	 isof tilel',U ,MIrC(.!; will ,'O1 froi1ntions 	 in ,rnIIatiand institution onaI 	corpora­. (d' the I"Inding will he providedBiennial from the(;0 ) Bn t~e, ]V;, flrom (;()I' owned dei:itrt lized in:Stitutions,and 8% from Jrivaite cor.porations and cooperatives. 
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-- "c o :c rf hin ote, GOP Fablic Treasur-
.... 2 ... -­ , Chicara, AID 

ra
,Reor- ao-2.tv, of ~r'uct±:, with OtherForeign Financing 

and nunions3. a- of Ararian Reform4. Studies 
5. rjvcstock nroo on 
6. Fcrest-
 and h Jntint 
7. 
 nd Centers 

I . . e.. .Q. an . e tC *.i.. 
. . . . . . . n o r - o f - o s p l t GOP Pab i c Treas u ry 

an Caraz, Uuari, Aija, ?ira, Casma AID 

haraco.
CaJca-, Chinbote,... - Huaraz, Cuban Assistanceand i 

" 
- Dl U 0'a1ther s.7 a] ! r"us otirnr
==- n .__"i to a)n , Other Foreign
 

2. Co-s- :cn cf 35.00r sanitar­

3. Sanitar-y- fictin, for the water 
tem of 'arious cities

4. Other s.aller health projects 
CAiION 1. To repair and reconstruct Public Tzeasury

e Sdamaeducational facilities AID2. Constr2ct and e-. 82 schools Voluntary Agencies3. School lunch program to benefit Other Foreign Assist­o chi.r.. .. in th 'Sierra ance
an~d -t3' o th children o: the 
Coast
 

4. 
200 UnIvcrsity scolarships forto
 
4) 


att. .d tr rainint school 

SG-V1i6 L: 4/5/72
 

M-hr R GP,.
AMOUNT PR0CRAYiEDE
 

S/_5,640,000, 000 

S/. 92,200,000 

S. 20,500,000 
S1. 60,000,000 
S/. 221,200,000 
S/. 64,300,000 

S/. 223,300,000 

To t al pl an ne d f or h e-- h 

facilities in the disas­
ter region is nore thar.
 
S/.200,000,000 

1) Si. 5,922,000 
2) S/. 331,945,000 
3) S/. 900 per pupil per year 

%~ 

c­
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SEC-, GE.:ERAL ,DSCJ? TION CF FINANCIAL SOURCES 4-MCUNT PROGPJ_.>ED 
P 7AXND?PPOJEC7S 

R 5. sti- foirityrral 
clcCtrici: 

6. -.FchabIT-at'ic of services in all 
Cities of th- disaster region 

-£F Y--.. 1. Sa Crc-_ ~proz-an thrc'i Pulic Treasury SI. 6,172,000,000 
the Bancoinustrial Banco Industrial 

2. For-ztion of an industry Assistance 
Office Private Sources 

3. :nfrastruztare for .. industries 
Z-hi crafts to developed 

4. Studies an.5 feasibility plans 
5. ?rcr-orin anS 

industries 
izprcvement of larger 

1N.NG1. Exploration and feasibility studies Public Treasury S/.2,000,000,000 
Foreign Assistance 
(POLAh-D) 

Private Assistance 
2. Min.ning Projects S/. 180,000,000 

1. Scicntifi and Techlnical research Public Treasurer S/.4,280,000,000 
2. Fishing Froduction Foreign Assistance 
3. Xarl-.eting 
4. Trainiag 
5. Co . Fronotion 
6. Copie_--enta--y Construction and 

Equi -gent 

0 n . .c 
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Annex I V 
Page 9 of 1,I 

Exhibit Z 
Page 1 of 6 

.xhibit 2 - The Floods f Ma rch _197.22 

In March, 1972 severe flooding, resulting from torrential
rains, devastated Peru's 
northern coast. While loss of life was limited,the material darmage to the area's economic bas5e was widespread.The floods wa.shed out roads and hridges, destroyed crops and irri­gation systems, crocled soil,, and damaged houses, potable \vatcrdistribution and sewage di';pos:;al systerns. Although the departm ent
of Piura suffered the most 
flood damage, considerable losses occurredin the departmnrits of La L.Abertad and Ancash -- both of which areincluded within the eartlhquakv disa ster zone. Ihe flooding of theSanta, l.,acramarca, Casm, ariney, Vi r u, Chica ma and Mocherivers caused crop and livestock losses (,Xle.tted to exceed s'/(31o000,000
($1, 320, 000). Crops that were not, destroyed by the floods are now 
l)eri;ling due to the extensive dIalage to irrigation systems in thearea (estimated at approximlately .$!W(), 000). Like \'isc, additjonal
livestuck losses are exl])cted becauS(e of the critical s lorlap ofanimal ieedstulf.. The following talbles indicate flood damages withlin
the major coat valleys of the earthqualke zone. 

Estimated Irrigation Infra.structure Danages Caused by F'loods of 
Ma rch, 1972, Within the, Farthquakr, Zone 

Dikes- andA _a C na Is 0 u(t I Oher l)- fen e s Tot: aI 
ChicaI ,a 223,()00 .125, '0, (0(1 I '098,St.. Catalina Z'242,000 

)(() 000 
622, 000 8.10) 00 V704, 000Viru 6.1o, 000 'flU, (mo I '558, ( 00Sata I '1)2,. 000( 98'I, 09 Io I')'2 , 30()N upeva 

37o, 0()11 (70,(100 
G a, rn1'?9(,
Iil ar y 0() ')(,6 00)

7 0.-1, (1( __ L ) () 
'ota I 

S119' (50,300,, 

$446,600.
 

Etnto of o)xhingo, /.43 .'! pr dolilir 



Annex IV 
Page 10 of 14 
E'xhilit 2 
Page e (if6 

r.stimated Ilood mamiagn Within 
4he.Farthquna ke Disaster Zone 

A. Flood Damae -Santa and lacraInarc'a Rivers 

I. Fn tima ted Crop Losses 

Cr_) # Flas. # ias. Ist. Losses Est. Future
Lost vange.'d n red to Date(soles) ssses (soles)

Corn 162 777 1'532, 300 5'216, 700Alfalfa 129 417 698, 250 2'196, 000Rice 3885 81, 000 3 '967, 000Cotton 
 1110 1l'300, 000Fruits 99 2, 700 1'254, 150O the: 52 86 0 o000 317,50 
Total 348 1.877 S/2'51 5, 250 S/].4'251, 000 

2. Estimated L iv(.,jtock o ss.3.90 

Est.
# Head fda nge red L.o s se s Future 
Lost to Date(lkus) Losss (s,.Ls)

LIarge Animals 37 3, 705 81, 200" 20668, 000
(cattle, pigs,
fgoat s, s'heep) 
Smnall animals 1, 596 I , 096 51,580 1'33" 680 
(poultry, etc. ) - . - . . 

Total 1, 633 19, 401 S/132, 700 S/21 '801, 680 

It. 'lod Da rnRivr. 
___/1 [_._F tit ,( 'p // I Itss v;;: L o ~ es1st [ utr 

/
# it .a:,. t : I,o).; (; IF i.Future 

Yurn'a 
2 

41 
,')93, ( 0 8, 801[I 
 (6(0, 0uo I (),000
AIfaIIa 9 72, 00))ui, !(,
[6 922, ';()o '180,0u00Oth,t '[1 ) 9 , .0)- ? L o
 

Totat. 3( 
 91) ';.I '63'1(00 I '163, 8000 
Rtl. (i o oxchmlligJ .'/.43 ,]38 per doll dIr. 

C 



Ainnex IV 
J]d1gt" II ,of II 
E~xhibI'.tPage 11 of I, 

1 4t 3 bt 

C. Flood D|iamagv1;-1 iruarnwy Iiver 

Crop #f Has. 
IJ )st 

Corn zo00 

Tomatoes z(0 
B,eans 10 

Sweet Potatoes 20 

A ji 10 

Othu r 30 

L~osses to 
] t, (t-!" 

11(600, 0(( 

400, .i000 

4(0, 000 
1 z(, (0( 
08), ()o o 
2?,. 0f() 

, 

Total 320 /3'4,10i, 1(010 

D. ]F \0'..f:.._j_'i "-'(_I.i x' -

.i 
] .o),,i I ]),i(t, 

Ito 
{.-ill i, I 

(io rn 
1han. 
Y lI( a 
A6 

S-w(i,' 

Alfalfa 
0)1h r 

Total 

dn)atoe s 

83 
1.1 
17 

6 

.51 
15 
18 

187 St .. 

88). )() 
1 0M,, ')? 

'ii ), n00 

I (,, (i"" 
6,(i,0010n 

6., "Dl)O 
1 'I,' (til) 

'(,,l4 0 

1P(oultry
( )tlLI 

17, 00w 
4,63. .]( _ .. 

r1 ', (1)0(o
1 '(2 

Tola 1 17, 4 . V%5,44, (t0 

IRnti* rl 0 hol'go, S/.41,* 30 pt',' doll ar. 
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F. Flood Damages - Moche River 

o__ II Has. 

Lost 
Est. Losses 

to Date (soles) 

Corn 
Yuca 
Alfalfa 
Sugar Cane 
Pineapple 
Fruits 
Other 

13 
66 
25 
15 
11 
13 

9 

100, 000 
655, 000 
250, 000 
750, 000 
440, 000 
375, 000 

98,000 

152 S/2'668, 000 

F. F1-1ood Damages - Chicama River 

(Zones of Parrap6 s y Chala) 

Crop - / Has. 
Lost 

Est. 
to 

Losses 
Date(soles) 

Various 21 5/460, 500 

G. Flood Damages - Chicama 

(Zone of Paijin) 
River 

CroSl-

Corn 

II [las. 
Lost 
26 

Est. Losses 
to Date (soles) 

163, 000 

IIoan.i 14 121, 500 

to'tal 40 S/284, 500 

1i. 'lood l)arna s - Santiavo de (;htico 

(Zone s of Angasrnarca and Sanigual) 

o0 -__ 1[[as. 
lost 

Est. 
to 

Losses 
Date (soles) 

Wheat 
Potatoes 
Barley 
Other 

1I 5 
23 
61 
31 

402, 500 
276, 000 
183, 000 

207, 500 

Total 230 S/I '069, 000 

Rato or exchange, S/.43.38 per dollar. 
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1. 	Flood Damages - Nepefia Valley 

Crop# Has. Est. Losses 
Lost to -Date(soles) 

Corn 35 S/900, 000 

J. 	 Flood Damages - Otuzco (Salpo and Carabamba) 

Crop #IHas. Est. Losses 
Lost .to 	Date (soles) 

Potatoes 
 110 
 1'180, 000
 
Corn 
 15 
 75, 000
 
Wheat 
 10 
 30, 000.

Yuca 5 
 50, 000
 
Other 20 80, 000
 
Total 
 160 	 S/11'415, 000
 

Total Flood-Related CropandLivustock Losses Within Earthquake 
Disaster Zone­

I-as. Lost Est. Losses Est. Future 
to Date Losses (s;oles) 

1. Crops I,841) S/20'045, 230 S/15'414, 800 
2. Animals S,/677, 300 S/21 '801,680 

Dollar Equivalents
 
1. Crops 
 $455,570 $350,340
 
2. Animals 
 $ 15,400 $495,500
 

Rate of exchange, S/. 
43.38 per dollar.
 



Annex IV 

Pa .g1. of 1.1 
Erxhiit 2' 
Page 6 of 6 

Estimates, verified by on-site visits of membrers of the Project 

Committee, indicate that potential credit requirements for (1) reha­

bilitation of flood damaged farms, and (2) intensification and diversi­

fication activities necessary for increasing incomes of farmers to 

a level that will permit them to pay their debts and maintain an 

adequate minimum standard of living, are approximately as follows 
(by valley): 

Estimated credit requirements, by Valley 

Valle Chicama 10,000, 000 
" Moche 5'000, 000 
" Viru 15'000, 000 
" Santa 30'000, 000 
" Nepefia 30'000, 000 

Casma 20'000, 000 
" Huarmey 10,000, 000 

Total S/1 20'000, 000 - $2,727,000 

In these valleys credit is needed for the: (I) repair of farm 
irrigation structures; (2) land levelling of flood and erosion damaged 
areas (including other erosion control measures in the Sierra); (3) 
repair of drainage and tail ditches; (4) replaceennt of pRumpsl)S and 
motors and other small machinery and equipment; (5) replacement 
of fixed installations such as fences, stables, storage facilities, 
etc. ; (6) replanting of permanent plantations (fruits); (7) repair of 
local dikes and diversion terraces (on farm, and inter-farm in the 

cases of cooperative water use.r's organizations); (8) repair of 
internal farm access lanes; (9) livestock replacement (and increase 
in the case of intensification-diversification activities); (10) reha­
bilitation of irrigation wells; and (1 1) crop replacement costs, 
incluld ing capital inputs and labor costs (incl uding cost of living for 
family labor). 

The Fund Will Ccon:idtler sub-loansfor thesc activities to 
the extent that borrowers and pi'oc,dts meet existing Fund eligibility 

criteria. 

Rate of exchange, S/. 43.38 per dollar. 
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AGR IC ULTURAL DEVELOP1-NT -mA',..
 
DISTF-?:B :: -- ?-.:'C RPPROFESST0N A D/ E?-C:A::7f AT 12/31/71
 

:cver Disaster Area
 

Engineers (mainly

Agriculture Engineers) 

Medical Doctors 


Veterinaries 
• yers 

Accountants 


Eoonists 

S U B -mTT -O ' 


?rofessiLonal Staff 


Administrative 


Technicians 


Secretaries 


Clerks 


Workmen 

Chauffers 

TOTALS 

_ffie 

42 


_
 

_ 

-

-

S 

71 

268 


14 


9.' 

24 

7 


446 

Branch 


20 


-

26 


78 


-


14 

16 
10 

144 

jHuacho 


14 


-

- T C 

19 

71 


33 

-

6 
2 
6 

107 

Tr'-ili 

:5 


4 

• 

8 
-

106 

i:ura 

i6 


3 

20 

742
74 


3 

_ 

7 
4 

3 

113 

Arequipa 

16 

41
 
i 

21 

94 


11
I1 

14. 


2 

13 

145 

Cajamarca Cuzco 

6 17 

-

7 2 

29 Z7 

i 

4 9 
-

-2 6 

43 130 

0 0< 
tLn cr. 



AG-CULTUL DEVELOPNT BANK 
DISTRIBUTTO;; -7 E,' S PER ?ROFESSION AND/0R SPECIAL!T. AT 12/31/71 

Chica.c !uancavoLa Merced iouitos ?UG ica iberia Total 
-ers mainly 

_tire ngineers) 13 16 1! 18 1 23. 
Doctors 

e~~re - -
1 
1 7 

Vetr iar 
A n 

is 
s-

- 1 - - -1 7 
- - - 15 

-c-.n­ n s _ 

.a ! 
A--nstrative 

115 
5 67 57 124 64 73 

3 
28 

316 
1,26-1 

:emhnicians 
.ze'retaries 

6 - - 3 - 2 - 37 ..... . '9 

Clerks 12. 0 5 11 5 13 2 172 
A'crk7en 

Chauffers 
3 

8 

3 

7 
56 

3 

9 

9 

2 

6 

94 

1 

224 

91 
TOTALS 132 102 85 207 102 120 123 2,110 

O - 0 

,,01 ' 



An=o V 

Page 4o 

AIC0MPAflATIV BAAC -T - A 1967-6f 
Iti 'Thousand's of:US Dollrs 

9. - q t0/( A.~%~2/1/69 Ui/'9 .%~h/7 

1~3 694~ 11,0 1 04' g,4, 4.1o~ .3 525 .' 6;9 .12 64--5 6: 
0,50 	 11.5 17 909 

4, 5 456 467 51 0 

068' 

')~ 6, 036 4(4..9' 59, 726' ~1J8 82,183. 456f.46?~5i7 7.1 

S5949 408 6175 43 73 444.,~ 40. 8j.3,394 88 '37.6 

(1*10 v31597 29 ..4,242 -P ,563' 2' 80 2. ,6 . 
542, 0486'.6 2,020": 5 , 4,4'' 27 '13,851'6 1-<" 

2152290 02~000'86 019 

24,.sc~s 	 100,0G 100..0 180,112. 10. 95,023-i~. 22y7,042 100 0--~Y8' 145, 

ano 	 n .a52,876' 42,.3 5541 '59.8: 0.6950." 53.8->93,191.~ 47. 98,232, 43.3 

s 5,54r0 36.-' 26,*304 '18.L4' 4 ,62& 24. ,8 8 ~2: .8. 49,782 21.9 

v-i;c1. S ~ $ . ' 6, 78? 4. ,8' . 4,-468.3. 

--~ 	 .7 ,85 5>'. 4-L,~S .5 29,68 21.1 

20, 093 1. 24, 112 -71 29,711. 165 .±8; 5 93647 

124,86 '00.u, .. 30 100.0, 180,112 *.:;10 0 95~,02 ,, 03,03 22?,. 100.0 

nigDc3, 	 '" tteetialapce~~~~~~~~~ sho'p.,y~r 91is -orl 

thtteajse 	 aac
4n'orned~~~' *o~sben 	 poao-n~h sbtni
 

adutetmgtbeod -Iroilosa'onsseilyAn o ot 
anil 	 sso gi

Afw-4-n heapoe 1 ,i ttmnt 	 .. 

4 
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Page 5 (if 

ADB OPFAT'TNG RESULTS 

1.96-1970 

(ITI1111hu imnd-o f' Dollars) 

9/30/67 % 9/10/6;8 % 12/31/69 I 1/31/70 _ 

Rece i pL.! 

Interest. 9,397 90.6 10,870 92.7 17,301 93.1 15,425 923 

Collmm s i ons, 
etc. 97L 9.4t 8.L 7,f 1 ,286 6.9 % 7.7 

Tota 10,371 100.0 I1,727 100.0 18,587 100.0 1-6,720 100.0 

Expendl Lures 

InteresL 2,51j6 24.j 3,117 26.6 3,689 19.9 3,092 18.5 

Wri-offs&II-rovi 2,6o 20.8 I, 9o' 16.3 5,397 29.0 3,883 23.2 

Taxe n 171J 1.7 228 1.9 335 1.8 312 1 .9 

Adlini nI1 r;-t';tL'H Wv 

5,1187 52,-9 () 52 9,1 2 49.2 20L 562 

Toln I 10,367 99.9. I ,72(, 100.0 .18,563 99.9 16,677 99.7 

Re sults I . 1 1 - 211 0.1 13 0.3 
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V CCUTED AMOUNT D!S3URSED RE!T3URSEMETS 
Year No. c:-. S.. -. Amount 5/. rai ta1 Interest 
1964 809 7,504, p36. 0 d66 6,241, 646. 00 1,572,787.36 S/. s/. 
1965 
1966 

14605 
1 0 8­z 2 

2 
1 =-. u 

082",25 
-

_C,'9,, 
2312230,994,654.89 
2,.2 9 ,5 _14 ,"758.8 "55 

146, 
1 -

84,029.50 
7 7 

.39 

37,715,:"49,10o l5a,- 4-

101,983,981.75 
1967 8584 299,542,,63.50 9589 283,929,406.98 214,628,804.90 :25,039,272.55 1,248.42 
1968 12153 3 . 1,910 2 573,407,324.61 391,693,26.06 179t724,837.25 4,572,541.77 
1969 1291a 1-A 2 -,504 .09,396.7- ;39,?-, 33. 27?,0l,973.23 5,778,839.45 
1970 733 -5,277. -. 35, 9,59:.- 29,209,151,46 7,061,597.67 

-97.77 29, . 23,030,274.88 7,957,860.89 
January 1972 156 28,284,789.04 29 440,578,377.31 34,328, 50.93 16,554,276.81 481,686.72 

... 2 92/29--1 !0,592.334,-2.2 349334 26,93 7 4,c . 2, 0o098. -1 25, 025.91 445,137.62 

tc 2/29/72 756" 2',921,933,672.27 69234 2,706,532,747.15 2,105,906,265.06 1,267,322,942.94 26,298,912.54 

-- .
cc<
 



Supervised Agricultural Trust Fund
 

Analysis of Approved Short and Long-Term Loans per Regional Office as of Dec. 31, 1971 (in thousand soles)
 

Regional Short-term Loans Long-Term Loans Total Loans 

Office Ant. Amt. 0/#0Amt. % 
Piura 5359 137, 265 6.99 795 117, 714 16. 0Z 6154 Z54, 979 9.45 

Chiclayo 16170 501, 077 25. 52 479 119, Z98 16.24 16649 620, 375 Zz. 99 

Trujillo 1Z789 410, 296 20.90 1007 100, 671 13.70 13796 510, 967 18.94 

Cajamarca 1745 Z6, 71Z !. 36 202 7, 897 .1.08 1947 34, 609 1.28 

Huacho 347 37, 133 1.89 18 6, 460 0.88 365 43, 593 1.62 

Li8a 8144 114, 702 5.84 324 40, 710 5. 54 8468 155, 412 5.76 

ica 2912 130, 632 6.65 425 55, 423 7.54 3337 186, 055 6.90 

Arecuipa 8659 314, 83i 16. 03 789 156, 115 Z1.25 9448 470, 946 17.45 

Huancavo 3 625 . 03 453 40, 155 5.47 456 40, 780 r. 51 

La Merced 2936 60, 8Z6 3. 10 iZ3 48, 357 6.58 3059 109, 183 4.05 

Cuzco. i523 210, 655 10.73 336 41, 752 5.68 1859 252, 407 9.35 

Puno 331 18, 755 0. 96 3 116 0. 02 334. 18, 871 0.70 

Total 60918 1,963,509 100. 0 49 54 734, 668 100. 0 65872 2,698,177 100. 0 

'~CD CD 

Source: Agriculture Development Bank - Trust Fund -3 X 

Rate of exchange, S./a3.38 per dollar.
 
C% 
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Requirements for Cooperatives, Comnunities, SAIS, and Other Groups
 

Article 42. The requests for cooperative loans from campesino communities,
 
agricultural associations and other rural groups with legal status will be
 
subject to the following provisions:
 

1. 	For Cooperatives, CamE.i,no Commnunities and Agricultural Associations
 
(SAIS):
 

The 	request will he accumpan.ed with the following documents:
 

a) 	 A certified copy of their official recognition (only for 
1sL. loan). 

b) 	 Proof of registration in Public'Registry (only for Ist loan).
 

c) 	 Certified copy of Notary Public or Justice of the Peace, of
 
the Minutes of the General Assembly indicating:
 

I) 	Authorization for request for loan,
 

2) 	Purpose and amount of loan, 

3) 	Names of repres;entatives who will handle loan contract
 
proeerdires, 

4) Hini;try ,r'thorization to supervise loan, and
 

5) .Aoint re p;on;ibi ity until loan has been cancelled. 

d) 	 '['htil uenerts or legal titles accrediting ownership, possesion 
or W'narny of the proptLy by the cooperative, campesino com­
mtnity or SAS. 

0) 	 Copy of prvi ous year's balance sheet:, or the last balance 
sihee t prr pcrd (rot Lequired for campesino communities) and 
a lit of all obligat ions arid annual amortizations of same. 

) 	 11n oriinmbe rs indicating area, amount by type of loan, and 
obilgat ior of ea('ih beneficiary if the loan will be granted in 
ordet tv iake sub-16ans to members. 

An t.!tl.,nl IiI Ih1 Alrirnltturnal iedit. Manual
 

http:accumpan.ed
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2. Other Rural Groups: 

The requests submitted by other rural groups will be accompanied

with the same documents required of the cooperatives and SAIS. In cases 
where points a. and b. are not pertinent, these will be substituted by
the incorporation agreement which shall be notarized. 

Article 43. The cooperative shall be responsible in the granting 'of 
loans to production cooperatives. 

Article 44. Ito alternatives may be considered when granting loans to 
agrarian service coops:
 

I. Loans to cooperatives for the purchase of goods which will benefit 
all members (rice mill, wells, pumps;, etc.). In such case the responsi­
bility for payment of the loan is the coop's, which will 
assume responsibi­
lity for payment from its own financial resources rather than with profits 
from production of the member's plots. 

2. Loans to coops for sub-loans to their members. The request for 
loans shall be accompanied with a lisL of the borrowers indicating the
 
area, amount by type of credit and total obligation of each.
 

The obligation of the member receiving tlhe sub-loan from the cool)
will cover the amount of theob ligation, capital and interest derived 
from such sub-loan. 

In case of non-payment due to the sub-loan beneficiary's failure
 
to repay sub-loan, the coop will cover the debt from its 
own resources. 

In case t-h non-payment of Ihe sub-loan is due to justified causes,
the debt will be considered togethor with the other sul)-loans under simi­
lar conditions,. for post ponement: or carryover of the balance pending.
The fund will look to the coop which will continue to be responsible for 
the su-borrowvrs until the nilro loan has been pai of. 

Article 45. Coop members receiving sub-loans are obliged to channel lhe 
amount of the items corresponding to inputs and other services rendered 
through the coop. 

No member may receive a sub-loan from his coop together with an 
individual loan regardless of its purpose. 
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Art i 'le 66. In otrlr Io Wcome a benefi' iary of loans through organized 

groups the members must sat i sfy the requirements provided for in Article 

A8., (i e. the requ.remen ts for i.ndividuals). 

aArticle 47. In case a farmer owes and wishes to join and become 

borrower from a coop he must proceed as follows: 

1. For farnetswho owe the Banco: 

a) 	 Pay debt in order to the advance from the coop; or 

b) 	 Commit himself to pay the balance due according to the plan 
approved by the Local Cotnainitoe and the Bank pursuant to 
provisions contained in Article 83. 

r) 	 'The I'net tr; who.e;, debt:; have not ma tutred shal.l receive 
vredit From i t ('0oop For crops which have not. been fOnan­
red and wilt not iortleit their condi tion or debtor t:o Lhe 

Bank no" ropromise the tquarantce of their debt. The 

coup will aranlt: payment or the debt after which payment 

Chey )ecome qualitied to he users of the Fund. 

2. For farmers owing the lund, with a favorable opini'on of the Commit­

.ee the cool) will assume the debt through the respective Transfer Document 

which will be signed by the ivreested party and the coop before the Bank. 
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ORGANIZATION WITHIN DISASTER ZONE (AGRARIAN ZONE III) 

Regional Director 

-Regional Committeel 
_Administration Lgal Office 

I ! . = ffice ofPlanning -

Agrarian ReformProeraoi? 

* 

"Agrariangra0iicf'.Agrariani 
- u.of 

ResourceConservation 
Program 

ia• . .Agrarian Offe 
Chinbot 

Agricultural.Development 
Program 

Agrarian Office: 
of Tru illo 

AgriculturalLieear 
Program 

t of[ ce 
ofhua..achuco 

Agrarian Agenc-,
of r ao 

Agrarian Agency
0.n -uaraz- C ..imbote ... 

! Agrarianao Ae 
Pof Trujillo 

AgencyI g a i n[e 
of Huamachuco 

Caraz* 
Aia 

iCas auarmey 
Cabana 

'a, 

-

iru 
iPaiian 

0 t 

j Santiago de 
lChuco 

omabanba 
Chiouiin 

Sihuas ' -

*~0P. 

C',
 



Annex V 

Page 16 of 16 
Exhibit 4 
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Agrarian Agrarian Agrarian Agrarian 

Regional Office of Office of Office of Office of 

Office Trujillo Chimbote Fluaraz Huarnachuco 

Agrarian engineers 25 40 20 20 12 

Civil enginners 1 2 1 1 

Chemical engineers. 1 

Lawyers 2 15 3 3 1 

Veterinarians 1 5 5 6 

Economists 1 I 
Sociologists 1 
Anthropologists 2 

Accountants 4 3 

Other professionals 6 10 8 6 

Agricultural technicians 4 5/ 23 25 24 

Technical Vcterinarians _ 6 11 10 12 

47 142 71 71 49
 

Total 386
 

excluding secretarial, clerical and administrative personnel.* 
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CAEC met on February 17 and approved subject IRR with following 
observations: 

1. Loan paper should contain clear statement of eligibility criteriafor subloans as well as definition and profile of eligible clientele. 

2. In evaluating effectiveness of existing Ag C'redit Program, ana­lysis should disaggregate delinquency/default category to deterniine 
percent of portfolio in arrears by
ible, 

time period and percent uncollect­and provide explanation causes of resulting pattern. Loan
paper should describe corrective actions 
to be taken by GOT. Papershould alsi(o describe policy on utilization of sub-borrower repay­mienits to Ag Credit Fund under new loan. Recommend that repay­merits on subloans be reservd for relending in this area for a period 
states that localof at least 5 years. IRR agricultural agent will
supervise use and collection of credit. 
 This is slight departurefrom usual Supervised Ag Credit Trust Fund procedures whereby
Ag Bank assumes responsibility for collection. 
 How will modified

procedure improve collec tion process? 

3. Ycononmic analysis should be on a with-and-without basis,

jecting benefits expected with program. 

pro-


C. I2-year credit for cattle appeared excessive: need for such termsshould be reexanlined. Also should examine employm ent impact of
cattle investment 
 ind deteri nine: wviether such sub-projects nmy con­
flicL w i .social/ iploynent oobjctives. 

5. $9, 250 upper liimit on individual subloans also appeared high.

Rationale 
for level should be fully explained. 

6. Mission and GOP should determine what percent of funds shouldbe directed toward what purposes, e. ., percent allocation of fundsin favor of labor-intensive crops vs. on farm capital investments:
a1locaLion for small vs. , eidiuin-size farrmns, etc. GOP shouldalso consider research activities in the area to determine mostfeasible agricultural production possibilities and identify existing 
con: at 'aints. 

7. Basic rationale for loan seen in term s of its inpact on alleviat­
i ca IIrtliquake problens. 
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Provided from: Alliance for Progress Funds 

Peru: Supervised Agricultural Credit 

Pursuant to the authority vested in the Deputy U. S. 

Coordinator, Alliance for Progress, by the Foreign Assistance 
Act of 1961, as amended, and the delegations of authority issued 

thereunder, I hereby authorize the establishment of a loan 

("Loan"), pursuant to Part I, Chapter 2, Title VI, Alliance for 

Progress, to the Government of Peru ("Borrower") of not to 

exceed five million United States dollars ($5, 000, 000) to assist 
in financing the United States dollar and local currency costs of 

a supervised agricultural credit program in the area affected by 
the earthquake of May 31, 1970 ("Project"). The Loan shall be 

subject to the following terms and conditions: 

1. Interest and Terms of ReTpayment 

Borrower shall repay the Loan to AID in United States 
dollars within forty (40) years from the date of the first 

disbursement under the Loan, including a grace period 
not to exceed ten (10) years. Borrower shall pay to AID 
in United States dollars on the disbursed balance of the 
Loan interest at the rate of two percent (2%) per annum 
during the grace period and three percent. (3%) per annum 

thereafter. 

2. Other Terms and Conditions 

(a) 	 All goods and services financed under the Loan shall 
have their source and origin in Peru and countries 
included in All) Geographic Code 941. 

(b) 	 United States dollars utilized under the Loan to finance 
local currency costs shall be made available pursuant 
to procedures ,;ati sfactory to AID. 

(c ) 	 Prior to any di:;hersement of loan funds Borrower sliall: 

(i) 	 Subm't ii fo, ni and stibstance satisfactory to All) 

an operation plan selling forth the. inut1 :rsand 
qualifications of agricultural technicians and Bank 
agents reotpon:ible for execu ti on of tlhe project, and 

(ii) 	 Deposit in the u'tnd the amount of uncollcctibles 
due under prior agree IMnents through CY 1971. 
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(e) 	 Prior to any disbursement in calendar year 1973, Bor­
rower shall submit in form and substance satisfactory 
to AID: 
(i) 	 A revised definition of uncollectibles, and 
(ii) 	 The results of its evaluation of the existing orga­

nization and procedures of the Fund and its recom­
mendations for modification to improve collections. 

(f) 	 Borrower shall covenant that no farmer or group farm­
ing organization eligible for existing credits-of the types 
proposed herein financed by other international institu­
tions shall receive AID loan funds in licu of such financing. 

(g) 	 Borrower shall covenant as under prior agreements to 
replenish the Fund by the amount determined as uncol­
lectible each year. 

(h) 	 Borrower shall covenant to allocate during the three 
years following disbursement of the loan at least as much 
money to the disaster area as is received in repayments 
under this loan. 

(i) 	 Borrower shall covenant to implement the recommendations 
resulting from its evaluation of the existing organization 
and procedures of the Fund. 

(j ) This Loan shall be subject to such other terms and condi­
tions as AID may decm advisable. 

Deputy U.S. Coordinator 

fl; ts 


