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P A R T I
 

SECTION B - SERVICES/SUPPLIES AND PRICES/COSTS
 

For the period specified in Section F of this contract, the
 
Contractor shall provide the services and supplies described in
 
Section C of this contract for the estimated cost plus fixed fee
 
shown below.
 

B.1 Estinited Cost, Fixed Fee and Amount Obligated
 

a. This is a cost reimbursement plus fixed fee type contract. The 
total estimated cost for performance of the work required hereunder 
is $4 , 7 9 9 , 0 1 0 Lt The fixed fee is $405,258.-'IThe total estimated 
cost plus fixed fee is $5,204,268. 

b. The amount of funds currently obligated to this contract for
 
performance hereunder is $449,808. This amount is anticipated to
 
be sufficient through approximately September 30, 1992.
 

The Contractor shall not exceed this amount unless authorized
 
by the Contracting Officer pursuant to the clause of this contract
 
entitled "Limitations of Cost" (FAR 52.232-20) or "Limitation of
 
Funds" (FAR 52.232-22), as applicable (see Section I of this
 
contract).
 

B.2 Budget
 

a. The following itemized budget sets forth in U.S. dollars the
 
fixed fee and the estimates for reimbursement costs for individual
 
line items of cost. Notwithstanding the use of U.S. Dollars herein
 
and in B.1. above, it is expected that some of the contract costs
 
will be in local currency. Without the prior written approval of
 
the Contracting Officer, the Contractor may not exceed the total
 
estimated cost set forth in the budget hereunder, or the obligated
 
amount, whichever is less (see the Article in this section entitled
 
"Estimated Cost, Fixed Fee and Amount Obligated"). Without the
 
prior written approval of the Contracting Officer, the Contractor
 
may not exceed the estimated dollar cost for any individual line
 
item.of cost shown by more that 15% of such line item, except for
 
indirect costs, which are governed by section B.4., and fee,
 
Section B.5., which is fixed.
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b. 	Itemized Budget
 
Amount Total
Category 	 Obligated Budget Amount
 

1. 	Salaries 
 $ 113,891 $ 1,353,624
 

2. 	Fringes 
 13,944 N 168,717
 

3. 	Overhead 
 86,319 \ 1,027,487
 

4. 	Travel, Transportation,
 
Per diem 
 30,452 	 320,494
 

5. 	 Allowances 
 11,740 -- 145,357
 

6. 	Other direct costs 
 37,784 
 477,681
 

7. 	Training and informaticn
 
dissemination 
 33,781 	 404,692
 

8. 	Equipment 13,314 - ,a 54,600 

9. 	Subcontractor 
 78,357 , 9 01,551l='--.K0 

Subtotal 
 419,582 4,854,203
 

10. 	Fee 
 30,226 -.350,065.j
 

Total estimated cost/price $ 449,808 $ 5,204,268
 

NOTE: The inclusion of dollar amounts for subcontracts and/or

consultants in the above budget does not obviate the requirements

of the clause of this contract entitled, "Subcontracts (Cost

Reimbursement and Letter Contracts) (JUL 1985)", 
or the Article of
 
this contract entitled, "Perconnel Compensation", for prior written

approval by the Contracting Officer or the USAID Project Officer,
 
as specified herein.
 

c. Development Associates, Inc., 
is an approved subcontractor
 
hereunder.
 

d. The Contractor also agrees to furnish data which the

Contracting Officer may request on costs expended or accrued under

this contract in support of the budget information provided herein.
 

B.3 	Cost Reimbursable Amounts and Logistics Support
 

The United States dollar and local 	currency costs allowable under
 

http:901,551l='--.K0
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this contract shall be limited to reasonable, allocable, and
 
necessary costs determined in accordance with the clause of this
 
contract entitled, "Allowable Cost and Payment".
 

The Contractor will be responsible for all necessary logistics
 
support, except as otherwise specifically noted in this contract.
 

- 2USAID/Peru will procure household furniture, appliances and
 
generator, and one (1) project vehicle with other Project funds in
 
procurement actions separate from this contract.
 

B.4 Indirect Cost Rates
 

a. Establishment of Indirect Cost Rates
 

Pursuant to the provisions of the clause of this contract
 
entitled "Allowable Cost and Payment", a rate or rates shall be
 
established for each of the Contractor's accounting periods
 
which apply to this contract. Pending establishment of revised
 
provisional or final indirect cost rates for each of the
 
Contractor's accounting periods which apply to this contract,
 
provisional payment on account of allowable indirect costs
 
shall be made on the basis of the following negotiated

provisional rate (s) applied to the base(s) which are set forth
 
below:
 

DAI
 

Effective Period Fringe Benefits
 
Home
 

Tve From Through Office (b) Overseas (b)
 

Provisional 12-01-90 	Until 26.5 10.5
 
amended
 

Home Home Office 	 Overseas
 

Office (a) Associates (b) Overseas (a) Associates (b)
 

78 78 	 68 68
 

Base of Application
 

(a) Direct labor plus 	fringe benefits.
 
(b) Direct labor.
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BIDE
 

Type of Rate 	 Rate Base Period
 

Overhead 65% (a) Contract
 
effective
 

Fringe 22% (b) date until
 
amended.
 

Base 	of Application
 

(a) 	 Direct salaries plus fringe
 
(b) 	 Direct salaries
 

b. 	 Advance Understandinq on Ceilinq Indirect Cost Rates and Final
 
Reimbursement for Indirect Costs
 

A. Notwithstanding any other provision of this contract to the
 
contrary, for each of the Contractor's accounting periods
 
during the term of this contract, including subsequent
 
extensions thereto, the parties agree as follows:
 

1. 	 The distribution bases for establishment of final
 
overhead and fringe benefits rates will remain the same.
 

2. 	 Reimbursement for indirect costs shall be at final
 
negotiated rates, but not in excess of the following

ceiling rates during the entire term of this contract:
 

Type 	of Rate Rate
 

DAI
 

Overseas 	- Overhead 70%
 
- Fringe 13%
 

Home Office - Overhead 80%
 
- Fringe 29%
 

BIDE
 

Overhead 75%
 
Fringe 25%
 

3. 	 The Government shall not be obligated to pay any

additional amount on account of indirect costs above
 
ceiling rates established in this contract. Final
 
indirect costs exceeding the rate(s) applied to the
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base(s) shown above shall be absorbed by the Contractor and
 
considered cost sharing.
 

4. 	This advance understanding shall not change any monetary
 
ceiling, cost limitation, or obligation established in this
 
contract.
 

B. 	A determination as to the adequacy and acceptability of the
 
Contractor's accounting system has preceded the awarding of
 
this contract. To the extent that the allocation and
 
allocability of costs affects the agreement negotiated in this
 
contract, it is understood and agreed that the Contractor shall
 
seek written approval of the Contracting Officer. Any
 
agreement to modify or change, in any way, the Contractor's
 
current method of allocating costs in the overhead, G&A, or
 
other burden center accounts will require a negotiation.
 

B.5. Payment of Fixed Fee
 

At the time of each payment to the Contractor on account of
 
allowable ,oilar costs, the Contractor shall be paid a portion of
 
the fixed fee which is in the same ratio to the total fixed fee as
 
the related payment being made on account of allowable dollar cost
 
is to the total estimated cost, as from time to time amended.
 

However, whenever in the opinion of the Contracting Officer such
 
partial fee payment would result in a payment of fee in excess of
 
the percentage of work completed, further payment of fee may be
 
suspended until the Contractor has made sufficient progress, in the
 
opinion of the Contracting Officer, to justify further payment of
 
fee up to the agreed ratio. As this is a level of effort contract,
 
contract expenditures that are out of proportion to the person
 
months expended might trigger such a decision by the Contracting
 
Officer.
 

B.6 Personnel Compensation
 

a. In addition to the requirements set forth in AIDAR clauses
 
entitled, "Personnel Compensation" 
criteria are required: 

(Section I), the following 

1. Annual Salary Increases 

All project staff salaries shall he approved by the Contracting 
Officer.
 

Annual salary increases may not exceed those provided by the
 
Contractor's established policy and practice, the parameters of
 
which shall be established during contract negotiations. Annual
 
salary increases of any kind exceeding these limitations or
 
exceeding the maximum salary FS-l may be granted only with the
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advance written approval of the Contracting Officer.
 

2. Consultants
 

No compensation for consultants will be reimbursed unless their use
 
under the contract has the advance written approval of the USAID
 
Project Officer, and if such provision has been made or approval

given, compensation shall not exceed, without specific approval of
 
the rate by the Contracting Officer, (1) the highest rate of
 
annual compensation received by the consultant during any full year

(i.e., annual compensation divided by 260 equals highest allowable
 
daily rate) of the immediately preceding three years or (2) the
 
maximum daily salary rate of FS-1. NOTE: When in doubt, consult
 
the Contracting Officer.
 

b. Definitions
 

As used herein, the terms "Salaries", "Wages", and "Compensation"
 
mean the periodic remuneration received for professional or
 
technical services rendered exclusive of overseas differential or
 
other allowances associated with overseas service unless otherwise
 
stated. The term "compensation" includes payments for personal

services (including fees and honoraria). It excludes earnings from
 
sources other than the individual's professional or technical work,
 
overhead, or other charges.
 

B.7 Level of Effort
 

a. The level of effort for the performance of this contract shall
 
be 335 total person months for technical assistance, and 593 total
 
participant months for training.
 

b. The estimated composition of the total of direct labor is as
 
follows: ((See parenthetical note under B.8.))
 

Position Person/Months
 

Home Office Support 18
 
Chief of Party/Senior Economic
 
Policy Advisor 39
 

Deputy Chief of Party/Project
 
Technical Specialist 39
 

Training Advisor/Technical Specialist 39
 
Short Term Technical Assistance 200
 

No. of months training
 
" Short-term In-country Training 565
 

participant/months

" Short-term Third Country and U.S.
 
Participant Training 28
 

participant/months
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c. It is understood and agreed that the rate of work days per

month may fluctuate in pursuit of the technical objective.
 

d. 	Work Week
 

1. Nonoverseas Employees. 
 The work week for the Contractor's
 
employees shall not be less than the established practice of the
 
Contractor.
 

2. Overseas Employees. The work week for the Contractor's
 
overseas employees shall not be less than 40 hours and shall 
be

scheduled to coincide with the work week for those employees of the

USAID Mission and the cooperating country associated with the work
 
of this contract.
 

B.8 Kez Personnel
 

1. 	The key personnel which the contractor will furnish for the
 
performance of this contract are as 
follows:
 

Title 
 Name
 

Chief of Party/Senior Economic
 
Policy Advisor 
 Dr. Shane Hunt
 
Deputy Chief of Party/Project

Technical Specialist Dr. Jorge Vega

Training Advisor/Technical

Specialist 
 Dr. Eileen Muirragui
 

2. 	The above personnel are considered to be essential to the work

being performed hereunder. Prior to diverting the services of
 
these individuals to other projects or programs, the Contractor
 
will notify the USAID Project Officer reasonably in advance and

shall submit justification (including proposed substitutions)

in sufficient detail to permit evaluation of the impact on the
 
program. No diversion shall be made by the Contractor without

the written approval of the USAID Project Officer. All
 
substitutions to the above list shall 
be subject to USAID
 
Project Officer's approval procedures that apply to diversions.
 

The 	Contractor will 
ensure that copies of all such approvals
 
are provided to the Regional Contracting Officer.
 

B.9 Authorized Geographic Code
 

The 	authorized code for the procurement of goods and services under

this Contract is 
Code 000, United States, plus the Cooperating

Country as authorized under current (Handbook 1, Supplement B)

Local Cost Financing rules.
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B.10 Peruvian Government Requirements
 

If local law or decree requires that one or both parties to this
 
contract register it with designated authorities, to insure
 
compliance with such law or decree, the entire burden for such
 
registration shall rest upon the Contractor.
 

B.11 Budget Data
 

The purpose of this section is to record significant budget data
 
generated during negotiations which might otherwise be overlooked
 
or forgotten during the performance period.
 

a. 	The basic reference document for budget matters shall be the
 
DEG best and final offer (2/21/92). Information therein fills
 
in budget details not apparent in section B.2.
 

b. Annual salary increases were established as not to exceed 
5%/year for listed positions. 

c. Vacation, sick, etc., days recovery are clarified as follows: 

DAI and BIDE both charge vacation, sick and holiday leave for 
long-term employees to the clien as they occur. They are not 
recovered indirectly through fringe. 

Vacation; sick and holiday leave for DAI home office personnel
is recovered through fringe and so is not directly charged. 

BIDE home office personnel receive no vacation, sick or holiday 
pay, so it is neither recovered through fringe nor charged
directly. 

Development Associates, Inc. uses a 238-day work year for the 
purpose of budgeting a person year of labor. The remaining (22
-260 minus 238) are charged to overhead as employee benefits 
for annual leave, sick leave and holidays. Staff time is 
charged on an actual hours-worked basis. Therefore, it is 
possible, if someone were to take emergency leave without pay,
fewer than 238 days might be charged. On the other hand, if 
someone opted to accumulate leave time as opposed to taking it 
during the year, they might work a few more than 238 days. In
general and on average, 260 days are billed either as direct 
costs (238 days) or indirect costs (that is benefits for 22 
days), which is a total of 21.66 days per month on the average 
over a year. 

d. As of the contract effective date, BIDE indirect cost rates 
were not based on a U.S. Government entity audit. 

e. Indirect cost rates for the subcontractor Development 
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Associates, Inc. are:
 

Type Period Rates
 

Provisional From 10/1/90 Home Office 108% *
 
Overhead Until amended Overseas 93.56% * 

* Bases are direct labor costs 
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SECTION C - WORK STATEMENT
 

A. BACKGROUND
 

1. Overview of Economic Policy and Country Setting
 

Peru is currently at a critical economic, social and
 
political juncture. Since the second half of 1988, the
 
country has been under the crushing effects of a
 
hyperinflationary depression. Nearly three decades of poor
 
economic performance have resulted in a widening of the gap
 
between rich and poor with concomitant and increasingly
 
strident social unrest. On the political front, the newly
 
elected administration is trying to bring about economic
 
stability through a politically unpopular but urgently
 
needed economic adjustment program. While striving to
 
restore minimally acceptable standards of living to low
 
income Peruvians, the government is also continuing efforts
 
to bring about civil order in areas infested with
 
narcoterrorists and the fighting of two bloody insurgency
 
movements.
 

From the beginning of 1990 to the end of the outgoing 
administration's term in July, 1990, accumulated inflation 
had .reached over 800%. Over the same time production 
stagnated. Macroeconomic mismanagement by the previous 
administration is largely responsible for the crisis. 
During the 1988-90 period, the GOP's economic policy program 
can be fairly characterized as directionless -- comprised of 
a series of individual adjustment measures applied 
inconsistently, and without the cohesion of an integrated 
and comprehensive economic policy strategy. Policies 
developed in 1988-89 were a desperate attempt to try and 
contain the widespread damage inflicted on the economy by
 
the hyperinflationary surge of the second half of 1988.
 

The disastrous effects of past policies have resulted in the
 
near depleLion of Peru's foreign exchange reserves, and a
 
proliferation of severe price distortions and credit
 
shortages throughout the economy. These and other factors
 
have contributed to the obstruction of market mechanisms and
 
the normal functioning of the economy, and exacerbated the
 
root causes of social and political upheaval.
 

Within this economic and social context is the growing
 
illegal narcotics trade, which has rendered virtually

ineffective Peru's legal and economic institutional
 
capabilities for dealing with the problem. Moreover,
 
inefficient past economic policies continue to penalize the
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formation and operation of legitimate business enterprise
 
and increase the relative profitability of illegal coca
 
production. These undesirable effects are compounded by the
 
near absence of government authority in the coca producing
 
zones, thereby worsening political instability in rural
 
areas.
 

As an initial step toward economic stabilization, the new
 
GOP has begun to implement a tough economic stabilization
 
program that relies on a sharp reduction in the fiscal
 
deficit, the elimination of government controlled prices for
 
all goods and services except petroleum products and public
 
utilities, and the unification of the exchange rate and its
 
determination on the basis of market forces. The inherent
 
risk of the economic package is the possibility of a strong
 
social reaction from marginal income and disenfranchised
 
populations. To prevent this, the GOP is implementing a
 
social emergency program designed to cushion the negative
 
impact of the adjustment program and, if necessary provide
 
continued social support beyond the time frame of economic
 
transition. A proposed second stage of the GOP program
 
consists of implementing a broad range of structural
 
adjustments designed to put the economy on the path to
 
economic recovery.
 

Against this backdrop, the Policy Analysis, Planning, and 
Implementation project (PAPI) will play a key role in the 
mission's overall strategy to assist the GOP to: stabilize 
the economy -- a necessary condition for implementation of 
the USG's counternarcotics economic strategy in Peru -- with 
first priority being reactivation of the productive, private 
sector, lay the groundwork for longer-term growth and an
 
improvement in living standards, provide economic assistance
 
that is a fundamental component of the Mission's
 
counternarcotics program, and assist in GOP efforts to
 
coordinate donor assistance, especially in relation to the
 
counternarcotics struggle.
 

B. SCOPE OF WORK
 

1. Objective
 

The objective of this contract is to provide specialized
 
technical services in economic policy analysis and training
 
to support the new government of Peru, selected public
 
Ministries and other GOP entities, and the private sector,
 
to accomplish the objectives of the PAPI project: i.e. 1)
 
help stabilize the economy and establish the basis for
 
renewed growth through a stronger economic policy dialogue
 
and decision-making process, and, 2) assist in the design
 
and implementation of sound economic policies sustainable
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over the longer-term. In carrying out the scope of work and
 
the accomplishment of project objectives, the contractor
 
will work directly with representatives from the Secretary
 
of the Presidency (SEP), the Central Reserve Bank (BCR), the
 
Confederation of Private Business Institutions (CONFIEP),
 
and the USAID Project Coordinator and Project Officer as
 
required. Funding for this proposed contract will be
 
provided under the USAID-financed Policy Analysis, Planning
 
and Implementation (PAPI) project.
 

Services required by USAID under this contract shall include
 
but shall not be limited to the following: 1) the
 
provision of short-term, high level, economic policy
 
technical assistance in a wide range of areas in macro and
 
sectoral economic analysis, 2) the provision of short-term
 
technical expertise to assist in carrying out in-country
 
training programs for workshops, conferences and short
 
courses, 3) the provision and/or backstop administration of
 
short term participant training programs in the U.S. and
 
third countries, and, 4) the provision of an in-country
 
team consisting of a Senior Economic Policy Analyst (Chief
 
of Party), a Deputy chief Economist, a Training
 
Advisor/Project Technical Expert, and a small administrative
 
support staff.
 

2. Key Personnel
 

To fulfill the objectives of this contract, the institutional
 
contractor (IC) will be responsible for identifying and
 
assigning short-term technical assistance on an as requested
 
basis for carrying out specific studies/analyses and training
 
activities. To carry out the above responsibilities in an
 
effective way, the personnel described below will comprise the
 
in-country IC team, and are considered essential to the work
 
being performed under the contract.
 

a. Chief of Party (COP), (Senior Economic Policy Advisor):
 

- Provide the consultant 
managerial leadership. 

team with technical and 

- Manage the IC's project o
services. 

ffice and ensure the support 

- Coordinate the IC's technical and management support 
services with both the Implementing Agency and the USAID 
Mission. 

- Maintain effective project coordination with the IC's 
home office. 
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Design and implement a project monitoring system (in

conjunction with the Project Coordinator).
 

Inform the tTSAID Project Coordinator and Project Officer
 
of project progress, and make recommendations for
 
strengthening the implementation process and the
 
feasibility of complementary project activities.
 

Submit periodic progress reports to the Mission, the SEP
 
and the IC's home office.
 

Review and complete terms of reference for specific
 
project technical assistance and training tasks, in
 
coordination with A.I.D. and the Technical Unit of the
 
SEP.
 

In coordination with the Technical Unit of the SEP, make
 
final selection of the short-term consultants with USAID
 
approval. Provide supervisory and back-stop support to
 
the short-term consultants as needed.
 

Help in the design and/or review of the training
 
program.
 

Participate in training events and meetings aimed at
 
disseminating information obtained from the policy
 
analysis studies.
 

Review and approve the short-term technical consultant's
 
work plans.
 

- Supervise the implementation of project work plans. 

Qualifications:
 

- Ph.D. in Economics, or a Masters degree in Economics with an 
equivalent amount of economic policy analysis experience to 
compensate. 

- At least 10 years experience in applied economic policy 
research activities, with a minimum 5 years experience
working in Latin American economic policy affairs. 

- Managerial and administrative experience sufficient to carry 
out the responsibilities of Chief of Party in terms of 
supervision of personnel, and coordination and 
implementation of all project activities. 

- Relevant experience in the design of short-term training 
programs for economic policy analysis and related issues. 
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- Fluent in English and Spanish (S-3+, R-3+) and a 
demonstrated cultural sensitivity. 

b. 	Deputy Chief of Party/Project Technical Specialist
 
(Peruvian)
 

- The second long-term advisor will serve as the 
deputy to the COP and will be capable of carrying 
out most of the functions of the COP. The COP will
 
delegate to the Deputy almost all of the
 
administrative functions indicated above in order
 
to more effectively distribute and carry out the
 
required tasks.
 

Qualifications:
 

- Masters degree in Economics or other relevant discipline
 
with an equivalent amount of experience in project
 
administration and economic policy analysis.
 

- A minimum of 8 years experience in the administration of 
economic development projects similar to the PAPI project,
with emphasis given to relevant experience in Peru. 

Fluency in English and Spanish (S-3+, R-3+) and a
 

demonstrated cultural sensitivity.
 

c. Training Advisor/Technical Specialist
 

- Responsible for developing, organizing and administering 
all short-term in-country training programs, including 
conferences, workshops, and short courses as required. 

- Responsible for identifying appropriate short-term 
participant training programs, the identification and 
approval of appropriate candidates for short-term 
participant training programs, and carrying out all 
administrative and follow-up work related to short-term 
participant training programs.
 

- Curriculum and course material design for in-country 
training activities, including the course format, and 
design of the terms of reference for the most 
appropriate teacher/trainer. 

- Responsible for day-to-day implementation of training 
programs and the identification of candidates, as well 
as close coordination and communication with the IC's 
home pffice support personnel. 
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Qualifications:
 

- Ph.D. in Education/Training, or a Masters level degree of 
same or similar academic discipline with two years of 
experience in training/education. 

- A minimum of ten years of experience in policy related 
training courses and university level education in Peru 
and/or the U.S. 

- Excellent communication skills in Spanish and/or English

(FSI 4.0) as well as a strong background in project

administration needed to work effectively in the
 
organization and administration of both in-country and
 
participant training activities in the U.S.
 

- Working experience (minimum 2 years) in third-world country
training programs, and a demonstrated cultural sensitivity. 

d. Home Office Support
 

The IC must have the corporate capability to provide the
 
requested short-term offshore and Peruvian national
 
consultants in a timely way. The firm must also provide the
 
in-country project office with backstop support required for
 
designing and implementing all project participant and in
country training programs.
 

In addition to the consultants, the in-country project

office will have the following local personnel:
 

- A Project Accountant/Administrator
 

- An Administrative Assistant/Secretary 

- Driver/Messenger 

- Guard
 

The in-country office will be rented and equipped with
 
computers for each of the three long-term advisors, plus

other computers available for short-term technical experts,
 
a fax machine, and office furnishings. Wh-country support


j 11include on (1) project vehicle procured by USAID/perv5
wath other Project funds, to providetransportation for the 
tefhnical,assistance and training experts. 
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SECTION E - INSPECTION AND ACCEPTANCE
 

E.l. Inspection and acceptance under this contract shall take
 
place in Ecuador. The acceptance point(s) for commodity items
 
being supplied under this contract, if ary, shall be the various
 
final installation location(s) specified elsewhere in this 
contract. 

E.2. FAR 52.252-02 Clauses Incorporated by Reference (JUN 1988) 
Alternate I 

This contract incorporates the following clauses by reference, with
 
the same force and effect as if they weie given in full text. Upon
 
request, the Contracting Officer will make the full text available.
 

Federal Acquisition Regulation (48 CFR Chapter 1) Clauses
 

52.246-03 Inspection of Supplies - Cost Reimbursement (APR 1984)
 

52.246-05 Inspection of Services - Cost Reimbursement (APR 1984)
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SECTION F - DELIVERIES OR PERFORMANCE
 

F.1 The Contractor shall prepare and submit to the USAID Project

Officer reports as set forth in the Scope of Work. The format and
 
exact content of the quarterly report will be agreed upon by the
 
USAID Project Officer and the Contractor prior to the end of the
 
contract's first quarter. See also Section I, 752.7026, Reports.
 

F.2. The Contractor shall maintain complete personnel and
 
financial records in Lima, as well as separate employee records for
 
those employees assigned in each location. Files will be
 
maintained for a minimum of three years after the end of the
 
contract. Access to all Contractor files will be provided to USAID
 
or its designees upon request.
 

F.3. The effective date of this contract is March 11, 1992 and
 
the estimated completion date is March 30, 1995.
 

F.4. In the event that the Contractor fails to furnish the level
 
of effort set forth herein within the specified term then the
 
Contracting Officer may require the Contractor to continue
 
performance of the work beyond the estimated completion date until
 
the Contractor has furnished the specific level of effort or until
 
the estimated costs of work for such period shall have been
 
expended.
 

F.5. Option. This contract was evaluated and negotiated based
 
upon a four year field technical assistance period. However, the
 
current PACD is March 30, 1995. Therefore, even though the
 
intended performance period is March 11, 1992 to March 10, 1996,

the contract completion date must coincide with the PACD. Via
 
inclusion of an option clause (F.6), USAID hereby incorporates into
 
the contract the right to extend the contract term from March 30,
 
1995 to March 10, 1996.
 

Notice of exercise of the option shall be provided to the
 
contractor at least 45 days before March 30, 1995, unless some
 
later date is mutually agreed to by the parties to the Contract.
 
There is no restriction against earlier option exercise.
 

F.6 FAR 52.252-02 Clause Incorporated by Reference (JUNE 1988)
 

This contract incorporates the following clause by reference, with
 
the same force and effect as if it was given in full text. Upon

request, the Contracting Officer will make full text available.
 

Federal Acquisition Regulation (48 CFR Chapter 1) Clause
 

52.212-13 Stop Work Order (APR 1984) - Alternate 1.
 

52.217-8 Option to Extend Services (AUG 1989)
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SECTION G - CONTRACT ADMINISTRATION DATA
 

G.1. Technical Directions
 

a. The Contractor shall receive guidance and instructions from
 
and report directly to the Program Economics Officer, USAID/Peru,
 
who is also the USAID Project Manager for the PAPI, or his/her
 
designee(s). Performance of the work hereunder shall be subject to
 
the Technical Directions of the USAID Project Manager or his/her

designee(s). As used herein, "Technical Directions" are directions
 
to the Contractor which fill in details, suggest possible lines of
 
inquiry, or otherwise complete the general scope of work.
 
"Technical Directions" must be within the terms of this contract
 
and shall not change or modify the terms in any way.
 

b. The USAID Project Manager will administratively approve all
 
contract bills/invoices, and exercise all other authorities 
as
 
specified under this contract, except that all options, changes or
 
amendments to this contract shall continue to be approved and
 
exercised by the USAID Contracting Officer.
 

c. The Contractor shall become familiar with and adhere to the
 
policy guidelines established by USAID/Peru which shall govern the
 
use of vehicles, and per diem entitlements for employees under this
 
contract, as they are from time to time issued and amended, in
 
carrying out the scope of work.
 

G.2. Fiscal Data
 

PIO/T No. :527-0343-3-00116
 
Amount Obligated :$ 449,808
 
Appropriation Symbol :72-110.11037
 
Budget Plan Code :LESO-90-25527-KGl3
 
Paying Office :Controller, USAID/Peru
 
Project Office :Economics Office
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SECTION H - SPECIAL CONTRACT REQUIREMENTS
 

H.1 The Contractor shall not have access to classified information
 
during the term of this contract.
 

H.2 	Emergency Locator Information
 

The 	Contractor agrees to provide the following information to the
 
Mission Executive Officer on or before the arrival in the
 
Cooperating Country of every contract employee or dependent:
 

a. 	The individual's full name, home address, and telephone number.
 

b. 	The name and number of the contract, and whether the individual
 
is an employee or dependent.
 

c. 	The Contractor's name, home office address, and telephone
 
number, including any after-hours emergency number (s), and the
 
name of the Contractor's home office staff member having
 
responsibility for the contract.
 

d. 	The name, address, and telephone number(s) of each individual's
 
next of kin.
 

e. 	Any special instructions pertaining to emergency situations
 
such as power of attorney designees or alternate contact
 
persons.
 

H.3 	Special Provisions Regarding the Clauses Entitled "Travel and
 
Transportation" (AIDAR 752.7002) and "Personnel" (AIDAR
 
752.7027)
 

In accordance with each of the clauses of this contract whereunder
 
the Contractor may not send individuals outside the United States
 
or Ecuador to perform work under this contract without the prior
 
written approval of the Contracting Officer. The Contracting
 
Officer does hereby provide said approval for those individuals
 
required to travel outside the United States or Ecuador, provided,
 
however, that concurrence with the travel of any and all said
 
individuals is obtained by the Contractor, in writing, from the
 
cognizant USAID Project Officer prior to their travel abroad. Such
 
approval must be within the terms of this contract, is subject to
 
availability of funds, and should not be construed as authorization
 
to increase the total estimated cost, which is subject to the.
 
clause of this contract entitled "Limitation of Cost" (FAR
 
52.232-20). A copy of each approval issued pursuant to this
 
paragraph shall be retained by the Contractor for audit purposes.
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After approval of the proposed international travel, the Contractor
 
shall provide the USAID Mission EXO, with a copy to the cognizant
 
USAID Project Officer of the arrival date and time and flight
 
identification of USAID financed travelers.
 

H.4 Special Travel Expenses
 

1. 	Notwithstanding any other provisions to the contrary, if any of
 
the Contractor's personnel are discharged by the Contractor for
 
misconduct or inexcusable nonperformance, travel and
 
transportation costs associated with the removal of such person
 
and with the reassignment of substitute individuals therefore
 
shall not be an allowable cost under this contract.
 

2. 	Misconduct shall be defined as the deliberate and/or repeated
 
disregard for the laws and regulations of the Cooperating
 
Country or of USAID; the continued existence of conflict of
 
interest after advice that such conflict exists; or general
 
behavior unbecoming a professional serving as part of the
 
United States foreign assistance program (see the clause of
 
this contract entitled Personnel). Inexcusable nonperformance
 
shall be defined as unauthorized absences or failure to
 
undertake or complete in a satisfactory manner assigned tasks
 
which are within the scope of this contract, when such absences
 
or failure are within the control of the employee.
 

H.5 Ordinary Course of Business
 

With respect to the General Provision clause of this contract
 
entitled "Allowable Cost and Payment", "the ordinary course of
 
business" for direct cost payment of employees, consultants,
 
subcontractors, suppliers, and costs incurred in the Cooperating
 
Country, is defined in accordance with the principles established
 
by the Prompt Payment Act, Public Law 97-177 (96 Stat. 85, 31 USC
 
1801), i.e. within 15 days after the Contractor's receipt of
 
reimbursement from USAID for such costs. Failure to do so may be
 
considered non-performance by the Contractor.
 

H.6 Defense Base Act (DBA) Insurance
 

Pursuant to the clause of this contract entitled "Insurance
 
Worker's Compensation, Private Automobiles, Marine, and Air Cargo"
 
(AIDAR 752.228-70, Alternate 70), the insurance carrier currently
 
under contract with USAID to provide DBA insurance is: Insurance
 
Company of North America, Wright & Co., 1400 I Street, N.W.,
 
Washington, D. C. 20005, telex 440508, telephone (202) 289-0200, or
 
(800) 424-9801 outside the Washington area (toll-free).
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P A R T II
 

SECTION I - CONTRACT CLAUSES
 

1. FAR 52.252-02 Clauses Incorporated by Reference (JUNE 1988)
 
Alternate I
 

This contract incorporates the following clauses by reference
 
with the same force and effect as if they were given in full text.
 
Upon request, the Contracting Officer will make their full text
 
available.
 

a. FEDERAL ACQUISITION REGULATION (48 CFR CHAPTER 1) CLAUSES
 

52.202-1 


52.203-1 


52.203-3 


52.203-5 


52.203-6 


52.203-7 


52.203-9 


52.203-10 


52.203-12 


52.204-2 


52.209-6 


52.209-7 


Definitions (SEP 1991)
 

Officials Not to Benefit (APR 1984)
 

Gratuities (APR 1984)
 

Covenant Against Contingent Fees (APR 1984)
 

Restriction on Subcontractor Sales to the
 
Government (JUL 1985)
 

Anti-Kickback Procedures (OCT 1988)
 

Requirement for Certificate of Procurement
 
Integrity - Modification (NOV 1990)
 

Price or Fee Adjustment for Illegal or
 
Improper Activity (SEP 1990)
 

Limitation of Payments to Influence Certain
 
Federal Transactions (JAN 1990)
 

Security Requirements (APR 1984)
 

Protecting the Government's Interest When
 
Subcontracting with Contractors Debarred,
 
Suspended or Proposed for Debarment (JUN
 
1991)
 

Organizational Conflicts of Interest -

Certificate - Marketing Consultants (NOV
 
1991)
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52.215-1 Examination of Records by 

Comptroller General (APR 1984) 

52.215-2 Audit-Negotiation (DEC 1989) 

52.215-22 Price Reduction for Defective Cost 
or Pricing Data (JAN 1991) 

52.215-23 Price Reduction for Defective Cost 
or Pricing Data -Modifications(aJM 
1991) 

52.215-24 Subcontractor Cost or Pricing Data 
(APR 1985) 

52.215-25 Subcontractor Cost or Pricing Data 
- Modifications (APR 1985) 

52.215-26 Integrity 
1991) 

of Unit Prices (APR 

52.215-31 Waiver of Facilities Capital Cost 
of Money (AUG 1990) 

52.215-33 Order of Precedence (JAN 1986) 

52.216-7 Allowable Cost and Payment-
1991) 

(JUL 

52.216-8 Fixed Fee (APR 1984) 

52.219-8 Utilization of Small Business 
Concerns and Small Disadvantaged 
Business Concerns (FEB 1990) 

52.219-9 Small Business and Small 
Disadvantaged Business 
Subcontracting Plan (JAN 1991) 

52.219-13 Utilization of Women-Owned Small 
Businesses (AUG 1986) 

52.220-3 Utilization of Surplus 
Concerns (APR 1984) 

Area 

52.220-4 Labor Surplus Area Subcontracting 
Program (APR 1984) 

52.222-1 Notice to the Government of Labor 
Disputes (APR 1984) 



52.222-2 


52.222-3 


52.222-26 


52.222-28 


52.222-29 


52.222-35 


52.222-36 


52.222-37 


52.223-2 


52.223-6 


52.224-2 


52.225-11 


52.225-13 


52.225-14 


52.227-2 


52.227-8 


52.227-14 
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Payment of Overtime Premiums (JUL
 

1990)
 

Convict Labor (APR 1984)
 

Equal Opportunity (APR 1984)
 

Equal Opportunity Preaward
 
Clearance of Subcontracts (APR
 
1984).
 

Notification of Visa Denial 
(APR
 
1984)
 

Affirmative 
Action for Special
 
Disabled and Vietnam Era Veterans
 
(APR 1984)
 

Affirmative Action for Handicapped
 
Workers (APR 1984)
 

Employment Reports on Special
 
Disabled Veterans and Veterans of
 
the Vietman Era
 
(JAN 1988)
 

Clean Air and Water (APR 1984)
 

Drug Free Workplace (JUL 1990)
 

Privacy Act (APR 1984)
 

Certain Communist Areas (APR 1991)
 

Restrictions 
on Contracting with
 
Sanctioned Persons (APR 1991)
 

Inconsistency Between English

Version and 
 Translation 
 of
 
Contract (AUG 1989)
 

Notice and Assistance Regarding
 
Patent and Copyright Infringement
 
(APR 1984)
 

Reporting of Royalties 
(Foreign)
 
(APR 1984)
 

Rights in Data General - (JUN
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1987) - Alternates II, III, and V
 

52.227-16 	 Additional Data Requirements (JUN
 
1987)
 

52.227-19 	 Commercial Computer Software -

Restricted Rights (JUN 1987)
 

52.228-3 Worker's Compensation Insurance
 
(Defense Base Act) (APR 1984)
 

52.228-7 	 Insurance - Liability to Third
 
Persons (APR 1984)
 

52.229-8 	 Taxes - Foreign Cost-Reimbursement 
Contracts (MAR 1990) 

52.230-3 	 Cost Accounting Standards (SEP
 
1987)
 

52.230-4 	 Administration of Cost Accounting
 
Standards (SEP 1987)
 

52.230-5 	 Disclosure and Consistency of Cost
 
Accounting Practices (SEP 1987)
 

52.232-8 	 Discounts for Prompt Payment (APR
 
1989)
 

52.232-9 	 Limitation on Withholding of
 
Payments (APR 1984)
 

52.232-17 	 Interest (JAN 1991)
 

52.232-20 	 Limitation of Cost (APR 1984)
 

52.232-22 	 Limitation of Funds (APR 1984)
 

52.232-23 	 Assignment of Claims (JAN 1986)
 

52.232-25 	 Prompt Payment (APR 1989)
 

52.233-1 	 Disputes (APR 1984) - Alternate 1
 

52.233-3 	 Protest After Award (AUG 1989) -
Alternate 1
 
(JUN 1985)
 

52.237-3 
 Continuity of Services (JAN 1991)
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52.237-8 	 Severance Payments to Foreign
 
Nationals Employed Under a Service
 
Contract Performed Outside of the
 
United States (JAN 1991)
 

52.237-9 
 Procurement Integrity (MAY 1989)
 

52.242-1 
 Notice of Intent to Disallow Costs
 
(APR 1984)
 

52.243-2 	 Changes - Cost Reimbursement (AUG
 
1987) - Alternate II (APR 1984)
 

52.244-2 	 Subcontracts (Cost - Reimbursement 
and Letter Contracts) (JUL 1985) 

52.244-5 	 Competition in Subcontracting (APR
 
1984)
 

52.245-5 	 Government Property (Cost
 
Reimbursement, Time-and-Material,
 
or Labor-Hour Contracts) (JAN
 
1986) 

52.246-25 	 Limitation of Liability - Services 
(APR 1984)
 

52.247-1 	 Commercial Bill of Lading
 
Notations (APR 1984)
 

52.247-63 	 Preference for U.S. Flag Air
 
Carriers (APR 1984)
 

52.247-64 	 Preference for Privately Owned
 
U.S. Flag Commercial Vessels (APR
 
1984)
 

52.249-6 Termination (Cost - Reimbursement) 
(May 1986) Alternate IV (APR 1984) 

52.249-14 	 Excusable Delays (APR 1984)
 

52.252-4 
 Alterations in Contract (APR 1984)
 

52.253-15 	 Computer Generated Form (JAN 19910
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B. Agency for International Development Acquisition Regulation
 
(48CFR Chapter 7) Clauses
 

752.202-1 


752.226-2 


752.245-71 


752.7001 


752.7002 


752.7003 


752.7004 


752.7005 


752.7006 


752.7007 


752.7008 


752.7009 


752.7010 


752.7011 


752.7013 


752.7014 


AID Definitions Clause - General Supplement 
for Use in All AID Contracts (JAN 1990) -
Alternate 70 

AID Definitions Clause - Supplement for 
Contracts with an Educational Institution for 
Participant Training (APR 1984) - Alternate 71 

AID Definitions Clause - Supplement for AID 
Contracts Involving Performance Overseas (DEC 
1986) - Alternate 72 

Subcontracting with Disadvantaged Enterprises
 
(APR 1991)
 

Title to and Care of Property (APR 1984)
 

Biographical Data (DEC 1988)
 

Travel and Transportation (JAN 1990)
 

Documentation for Payment (APR 1984)
 

Source and Nationality Requirements for
 
Procurement of Goods and Services (APR 1989)
 

Language, Weights, and Measures (APR 1984)
 

Notices (APR 1984)
 

Personnel Compensation (AUG 1984)
 

Use of Government Facilities or Personnel (APR
 
1984)
 

Marking (APR 1984)
 

Conversion of U.S. Dollars to Local Currency
 
(APR 1984)
 

Orientation and Language Training (APR 1984)
 

Contractor - Mission Relationships (OCT 1989)
 

Notice of Changes in Travel Regulations (JAN
 
1990)
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752.7015 	 Use of Pouch Facilities (APR 1984)
 

752.7017 	 Local Cost Financing with U.S.
 
Dollars (APR 1984)
 

752.7018 	 Health and Accident Coverage for
 
AID Participant Trainees (OCT
 
1989)
 

752.7019 	 Participant Training (OCT 1989)
 

752.7021 	 Changes in Tuition and Fees (APR
 
1984)
 

752.7023 	 Required Visa Form for AID
 
Participants (APR 1984)
 

752.7024 	 Withdrawal of Students (APR 1984)
 

752.7025 	 Approvals (APR 1984)
 

752.7026 	 Reports (OCT 1989)
 

752.7027 	 Personnel (DEC 1990)
 

752.7028 	 Differentials and Allowances (DEC
 
1988)
 

752.7029 	 Post Privileges (DEC 1990)
 

752.7031 	 Leave and Holidays (OCT 1989)
 

752.7032 	 International Travel Approval and
 
Notification Requirements (JAN
 
1990)
 

752.7033 	 Physical Fitness (DEC 1990)
 

II. Add FAR 52.233-2, "Service of Protest (NOV 1988)"
 

(a) Protest, as defined in section 33.101 of the Federal
 
Acquisition Regulation, that are filed directly with an agency, and
 
copies of any protest that are filed with the General Accounting
 
Office (GAO) or the General Services Administration Board of
 
Contract Appeals (GSBCA), shall be served on the Contracting
 
Officer (addressed as follows) by obtaining written and dated
 
acknowledgement of receipt from:
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Regional Contracting Officer
 
USAID/Ecuador
 
Av. Colombia 1573 y Queseras del Medio
 
Cuarto Piso
 
Quito - Ecuador
 

(b) The copy of any protest shall be received in the office
 
designated above on the same day a protest is filed with the GSBCA
 
or within one day of filing a protest with the GAO.
 

III. Add FAR 52.252-04 - Alterations in Contract (APR 1984)
 

Portions of this contract are altered as follows:
 

1. FAR 52.204-2, "Security Requirements (APR 1984)"
 

- Revise Paragraph (a) as follows:
 

"(a) This clause applies to the extent that this contract
 
involves access to classified ('Confidential', 'Secret', or 'Top
 
Secret'), or administratively controlled ('Limited Official Use')
 
information."
 

2. FAR 52.217-8, "Option to Extend Services"
 

- Delete "6" and replace with "12."
 

3. FAR 52.222-2, "Payment for Overtime Premiums (APR 1984)"
 

- Paragraph (a), insert "Zero".
 

4. FAR52.228-3, "Workers' Compensation Insurance (Defense Base
 
Act)" (APR 1984).
 

- Add the following:
 

"(a) The Contractor agrees to procure Defense Base Act (DBA)
 
insurance pursuant to the terms of the contract between AID and
 
AID's DBA insurance carrier unless the Contractor has a DBA self
 
insurance program approved by the Department of Labor or has an
 
approved retrospective rating agreement for DBA.
 

(b) If AID or the Contractor has secured a waiver of DBA
 
coverage for Contractor's employees who are not citizens of
 
residents of, or hired in the United States, the Contractor agrees
 
to provide such employees with worker's compensation benefits as
 
required by the laws of the country in which the employees are
 
working, or by the laws of the employees native country, whichever
 
offers greater benefits. The list of countries for which AID has
 
secured waiver of DBA coverage is shown in AIDAR 728.305-70 (a) (2)
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(48 CFR 728.305-70 (a) (2)).
 

(c) The Contractor further agrees to insert in all subcontracts 
hereunder to which the DBA is applicable, a clause similar to this
 
clause, including this sentence, imposing on all subcontractors a
 
like requirement to provide overseas workmen's compensation
 
insurance coverage and obtain DBA coverage under the AID
 
requirements contract."
 

5. FAR 52.228-7, "Insurance - Liability to Third Persons" (APR 
1984). 

- Add the following:
 

"(h) Insurance on private automobiles. If the Contractor or
 
any of its employees or their dependents transport or cause to be
 
transported (whether or not at contract expense) privately owned
 
automobiles to the Cooperating Country, the Contractor agrees to
 
make certain that all such automobiles during such ownership within
 
the Cooperating Country will be covered by a paid-up insurance
 
policy issued by a reliable company providing the following minimum
 
coverages or such other minimum coverages as may be set by the
 
Mission Director, payable in United States dollars or its
 
equivalent in the currency of the Cooperating Country: injury to
 
persons, $10,000/$20,000: property damage, $5,000. The premium
 
costs for such insurance shall not be a reimbursable cost under
 
this contract. Copies of such insurance policies shall be
 
preserved and made available as part of the Contractor's records
 
which are required to be preserved and made available by the
 
"Examination of Records by the Comptrcller General" and "Audit"
 
clauses of this contract."
 

6. FAR 52.229-8, "Taxes - Foreign Cost Reimbursement Contracts 

(MAR 1990)"
 

- Insert "Ecuador"
 

7. AIDAR 752.245-70 "Government Property - AID Reporting 
Requirements" and FAR 52.245-5, 
Reimbursement, Time and Material, 
1986)" 

"Government 
or Labor Hour Contracts) 

Property (Cost 
(JAN 

-

- Add the following: 

Preface: To be inserted proceeding the text of the FAR clause. 

"The term "Government furnished property" wherever it may
 
appear in the following clause, shall mean (1) non-expendable
 
personal property owned by or leased to the U.S. Government and 
furnished to the Contractor and (2) personal property furnished 
either prior to or during the performance of this contract by any
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U.S. Government accountable officer to the Contractor for use in
 
connection with performance of this contract identified by such
 
officer as accountable. The term "Government property," however it
 
may appear in the following clause, shall mean government-furnished
 
property and non-expendable personal property title to which vests
 
in the U.S. Government under this contract. Non-expendable
 
property, for purposes of this contract, is defined as property
 
which is complete in itself, does not lose its identity or become
 
a component part of another article when put into use; is durable,
 
with an expected service life of two years or more; and which has
 
a unit cost of more than $500."-


Reporting Requirements: To be inserted Following the text
 
of the FAR Clause.
 

"Reportincr Requirements: The Contractor will submit an
 
annual report on all non-expendable property in a form and manner
 
acceptable to AID substantially as follows:
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ANNUAL REPORT OF GOVERNMENT PROPERTY
 
IN CONTRACTOR'S CUSTODY
 
(Name of Contractor)
 

As of (End of Contract Year), 19xx
 

Furniture and Other
 
Motor furnishings-- non-expendable

Vehicles property
 

Office Living
 
quarters
 

A. Value of property
 
as of last report.
 

B. Transactions during
 
this reporting period.
 

1. Acquisition (add):
 
a. Purchase by
 

Contractor i/
 
b. Transferred from
 

USAID 2/
 
c. Transferred from
 

others-without
 
reimbursement 3/
 

2. Disposals (deduct):
 
a. Returned to USAID
 
b. Transferred to
 

USAID - Contractor
 
Purchased
 

c. Transferred to
 
other Government
 
agencies 2/
 

d. Other disposals 3_
 
C. Value of property as of
 

reporting date.
 
D. Estimated average age
 

of Contractor held
 
property.
 

Years Years 	 Years
 

I_/ Property which is complete in itself, does not lose its
 
identity or become a component part of another article when put
 
into use; is durable, with an expected service life of two years or
 
more; and which has a unit cost of more than $500.
 

21 	 Government furnished property listed in this Contract as 
non-expendable. 

_/ 	Explain if transactions were not processed through or otherwise
 
authorized by USAID.
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PROPERTY INVENTORY VERIFICATIONS
 

I attest that (1) physical inventories of Government property are
 
taken not less frequently than annually; (2) the accountability
 
records maintained for Government property in our possession are in
 
agreement with such inventories; and (3) the total of the detailed
 
accountability records maintained agrees with the property value
 
shown opposite Line C above, and the estimated average age of each
 
category of property is as cited opposite Line D above.
 

Authorized Signature
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SECTION J - LIST OF ATTACHMENTS
 

Attachment No. 1 - Project Information for Contract.
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PROJECT INFORMATION FOR CONTRACT
 

I. THE PROBLEM
 

A. Constraints
 

The project's primary objectives are to help alleviateand resolve constraints to developing an effective economic policy
dialogue, and to establish a stronger, more effective process of
economic policy decision-making within the GOP. 
 Several GOP
institutions and entities are 
involved to varying degrees in the
analysis, formulation and implementation of macroeconomic policies.

These include: the office of the Presidency; the Ministry of
Economics and Finance (MEF); the Central Reserve Bank 
(BCR); the
National Planning Institute 
(INP); and the Inter-ministerial

Committee for Economic and Financial Affairs (CIAEF). 
 For sectoral
economic policy development, some or all of the above institutions
and corresponding government Ministries may have 
a role in the

policy formulation process.
 

In practice, the economic policy dialogue and
decision-making process in Peru has tended to be carried out in a
vacuum, 
with most of the policy analysis and formulation

responsibilities remaining the exclusive domain of a few economic

advisors to the President of the Republic and other cabinet
members. 
While this approach may be desirable for a very limited

number of sensitive policies, a healthier and sounder process for
the development of an economic policy strategy would require that
differing opinions policy be
and options fully considered.

Specific emphasis should 
be made to address the concerns of
representatives of groups most likely to be affected by policies
under consideration. 
In line with this process, the end product

will reflect a majority of opinion, which allows for broad-based
 support needed to sustain economic policy impact over the
 
longer-term.
 

The primary constraints to the development of a stronger
and more effective policy dialogue and sound policy decision-making

process in Peru, include: 1) a lack of sound technical knowledge
and information needed to 
analyze and guide the formulation of
policy, 
as well as the means of disseminating information and
providing independent forums for policy discussion and review; 2)
an absence of skilled policy analysis professionals both within the
government 
 and private sector research entities; and 3) a
cumbersome and inefficient ministerial organizational/management

structure, which does not have the capacity or flexibility needed
to 
respond to the policy development challenge which Peru now
 
faces.
 

Given the current economic crisis in Peru, accomplishing
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the goal of economic stabilization and building a foundation for
 
renewed growth will require strong economic policy development

capabilities which are not found within, or are available to
 
government Ministries. GOP policy-makers must have access to
 
analytical, design and implementation resources needed to formulate
 
and put in place coherent economic policies. At the same time,
 
policy information must be disseminated swiftly to government,
 
private sector and legislative officials and representatives, to
 
allow for better understanding and modification and/or change
 
according to current circumstances and the need for longer-term,
 
sustainable economic impact.
 

Economic sectoral policy development also depends on the
 
institutional capabilities of each Ministry. One of the most
 
pervasive problems in the Peruvian public sector is the
 
fragmentation of policy analysis and planning functions. In
 
general, each government agency formulates and applies policies and
 
regulations relevant to its own area of responsibility. There is
 
a lack of broad guidance and coordination from the MEF/INP in the
 
development of macroeconomic and sectoral policies.
 

There also exists a shortage of well trained and
 
experienced technical and administrative personnel within the
 
public sector. This is attributable mainly to low salaries,
 
limited opportunities for advancement, job dissatisfaction,
 
political interference and overall instability within the public
 
sector. The only notable exception is the BCR, which in the last
 
two decades has been able to develop and maintain a capacity to
 
train and retain a staff of highly qualified professional

economists. Together, these shortages constitute a major

constraint to effective economic policy design and implementation.
 

Current policy reforms must address a number of complex
 
issues and policy trade-offs, each requiring specialized economic
 
and technical expertise needed to provide the basis on which
 
informed policy decisions can be made. Some of the major

trade-offs which must be evaluated before a comprehensive policy
 
package and strategy can be formulated include: weighing the
 
impact of deflationary policies against economic reactivation
 
needs; choosing between divestiture and reorganization of public

enterprises; blending resource allocation with fiscal revenue
 
needs; and weighing the need to reduce consumer subsidies against

the need to assist the poorest segment of the population. Given
 
these difficult policy trade-offs, and the need for in-depth yet

rapid policy analysis and a healthy policy dialogue, the project
 
will assist in strengthening the process for arriving at final
 
decisions.
 

B. Project Rationale and Strategy
 

The newly elected administration's package of economic
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measures included tax increases, government spending cuts, the
 
elimination of subsidies and the partial opening up of the economy
 
through reduced import tariffs and trade liberdlization. A social
 
compensation program was also adopted to provide direct assistance
 
to the poorest segment of the population during the difficult
 
economic transition period and beyond.
 

This new policy framework will help determine the course
 
of the Peruvian economy over the near term. Actual performance,
 
however, will depend in large part on the implementation of new and
 
complementary policies needed to reactivate the economy on a
 
sustainable, long-term basis. This task can be supported through
 
the provision of short-term, technically specialized expertise
 
needed for timely and sound economic analysis and the formulation
 
of economic policies. Of equal importance are technical studies
 
and accompanying technical assistance, and in-country and offshore
 
training activities, which need to be planned and implemented in
 
support of the GOP's policy decision-making process.
 

The PAPI project will respond to economic policy needs
 
through the provision of technical assistance including technical
 
studies/analyses, and training and policy information dissemination
 
activities. To accomplish project objectives, USAID/Peru will
 
enter into a long-term contract with a private firm (i.e.
 
"institutional contractor"). The institutional contractor in turn
 
will be responsible for responding to requests for assistance by
 
planning and organizing project activities, contracting specialized
 
technical and training personnel, and administering project
 
resources. The institutional contractor's in-country team will be
 
comprised of a senior economist, a locally hired Peruvian deputy
 
economist, a project training/technical expert, and the support of
 
an administrative office consisting of an accountant/administrator
 
and a secretary/administrative assistant, and a driver/messenger.
 
The firm will have the central role of interacting with and
 
responding to the technical needs of the Secretary of the
 
Presidency (SEP), other GOP participating agencies, the private
 
sector and the USAID mission in carrying out the technical,
 
administrative and implementation responsibilities of the contract.
 

The public sector mechanism for identifying needs and
 
approving requests for public sector assistance will be centered
 
around the Inter-ministerial Committee for Economic and Financial
 
Affairs (CIAEF). The CIAEF is a broadly representative, GOP
 
inter-ministerial board, which has planning, oversight and
 
coordination responsibilities for economic policy making and
 
implementation.
 

The project will utilize the CIAEF for the establishment
 
of project assistance priorities. In particular, CIAEF will be
 
responsible for the approval of annual, quarterly plans, and
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emergency requests for project assistance, and for the
 
corresponding project decisions. CIAEF will serve to generate
 
requests for public sector assistance and will have final approval
 
on the priority of technical and training assistance carried out
 
under the project. With assistance from the SEP technical unit,
 
the CIAEF will set the framework for project assistance, as well as
 
establish a check and balance to ensure the participation of many
 
sectors of the economy in the analysis, design and implementation
 
of economic policies assisted by the PAPI project initiatives. In
 
addition to the demand generated by CIAEF, the project will allow
 
for direct, high priority requests for technical assistance from
 
the office of the Secretary of the Presidency (SEP).
 

The primary GOP counterpart institutions for the
 
implementation of PAPI activities will be the CIAEF, and the SEP.
 
The project's lead public sector entity, responsible for receiving,
 
reviewing, prioritizing, recommending approval/rejection of project
 
assistance, and assisting in the implementation of requests for
 
technical assistance and training, will be the SEP, through a
 
technical unit within the SEP to be established under the project.
 
The technical unit will play a managing role in assuring the
 
quality standards of all project-related assistance. The head of
 
the technical unit will serve as administrative liaison to the
 
institutional contractor, the USAID project coordinator and other
 
public sector project entities and their representatives. The
 
technical unit, located within the SEP, will complement the work of
 
project-funded specialists. The technical unit will also provide
 
support for the organization and follow-up of project training and
 
information dissemination activities.
 

For assisting economic policy development within the
 
private sector, the project will allocate 20% of project funding
 
for technical studies/assistance and training. This assistance
 
will be focused on addressing the primary constraints to improved
 
private sector economic policy development in both macro and
 
sectoral areas. The institutional contractor will have the same
 
responsibilities for contracting assistance and administering
 
project funding as described under the public sector delivery

mechanism. However, the lead private sector counterpart entity
 
will be the National Confederation of Private Business Institutions
 
(CONFIEP). CONFIEP, in coordination with A.I.D., will be
 
responsible for generating and screening project requests for
 
technical/studies and training assistance. CONFIEP is the most
 
representative private sector organization in Peru and is capable

of providing the required back-stop support needed to effectively

implement project activities and disseminate project results.
 

It is anticipated that private sector assistance will be
 
given high priority in the area of tax policy analysis for
 
investment attraction and export promotion. Other private sector
 
demand for priority project assistance would include
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non-traditional agricultural export development, small enterprise
 
development, privatization of public entities and labor relations
 
management.
 

The project will fund the position of Project
 
Coordinatir, to be contracted as a PSC, to assist USAID in the
 
functions of project management, monitoring and reporting, and to
 
serve as the Mission liaison with GOP counterpart entities (both
 
public and private sector) and the long-term institutional
 
contractor. The Project Coordinator will provide technical and
 
administrative back-stop support for the Mission and ensure that
 
project activities are carried out efficiently and in accordance
 
with AID Handbook criteria. Other support functions include the
 
design of potential follow-on activities/projects in conjunction
 
with USAID direct-hire staff and GOP counterpart personnel. This
 
position will be key to the smooth and effective operation and
 
implementation of project activities, and the overall
 
accomplishment of project objectives.
 

PAPI technical resources and support services will also 
be utilized, in part, for economic activities which complement the 
USG's Counternarcotics Control Initiative. The project will 
provide technical assistance/studies for supporting the 
establishment of a donor coordinating unit (DCU). The purpose of
 
the DCU will be to attract and coordinate other donor activity
 
(e.g. IDB, UNDP, and the IBRD) in conjunction with the GOP and USG
 
economic initiatives in the control of narcotics production and
 
trafficking. Assistance to the GOP will be provided in the
 
development of feasibility studies and the provision of other
 
support incentives needed to leverage financing for development
 
activities. In addition to mobilizing other donor support, DCU
 
support will include assistance to the new GOP in gathering
 
background information and preparing analyses required for the
 
design of new project interventions.
 

II. PROJECT DESCRIPTION
 

A. Goal and Purpose
 

The Goal of the project is to improve Peruvian economic
 
policies to facilitate economic stabilization and renew growth. To
 
accomplish the project's goal, the Purpose of the PAPI project is
 
to assist the new GOP and the private sector in developing sound
 
economic 
decision-making 

policies and 
process. 

strengthening the policy dialogue and 

B. End of Project Status 

The technical studies/assistance component will 
contribute to economic stabilization and a reorientation of the
 
economy toward growth in the productive, private sector. This will 
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be accomplished primarily through the development of technical
 
studies and the provision of short-term technical assistance needed
 
to help formulate sound economic policies, as well as strengthen
 
the economic policy dialogue and decision-making process in Peru.
 

As a result of project assistance in this area, it is
 
expected that resources brought to bear by the PAPI project will
 
have a positive impact on alleviating and resolving the major
 
constraints to macro and sectoral economic stabilization and sound
 
economic policy development, and on improving some of the key
 
economic and social development indicators over the four and one
 
half year LOP.
 

At the Goal level of the project, the specific
 
macroeconomic conditions that are likely to exist at the end of the
 
Project, attributable in part to the technical studies/assistance
 
and training and information dissemination components, include the
 
following:
 

1. Improved Economic and Fiscal Performance
 

Elimination of hyperinflation and a reversal in the
 
decline of real GDP (i.e. stopping the decline in GDP, with small
 
growth increases in GDP taking place from 1992 forward). Control
 
of the fiscal deficit, held to approximately 2 to 3 percent of GDP.
 
Balance of payments improvement through increases in
 
non-traditional exports, with increased capital inflows needed to
 
finance imports and open the economy to trade and investment
 
opportunities. A non-traditional export growth rate of at least 5
 
to 8 percent p.a. beginning in 1992. The price of foreign exchange
 
remains stable and determined by market forces.
 

Growth in employment, and improved per capital real
 
earnings. Once inflation is stabilized, real earnings should
 
increase by approximately 2 to 3 percent p.a., expected to occur
 
from 1992 forward.
 

2. Improved Social Development Indicators
 

Reduction of infant mortality and malnutrition
 
rates. By the PACD, it is possible to decrease by 30 percent and
 
25 percent, respectively, the rates of mortality and malnutrition,
 
as a result of increased incomes and the impact of improved social
 
policies and growth factors taking hold within the economy.
 

At the project's Purpose level, The technical
 
studies/analyses and training and information dissemination
 
activities will serve to improve the analytical capacity of GOP and
 
private sector organizations that have an impact on the formulation
 
and implementation of economic stabilization policies. As a result
 
of the PAPI project, Peruvian economic policy makers will have a
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greater capacity to develop policies for bringing about economic
 
stabilization and returning to positive GDP growth by the end of
 
the Project. 

There are four economic groups that will benefit 
from the Project training and information dissemination. 
Participants will be the mid-level policy analysts and 
decision-makers in the Ministry of Economy and Finance (MEF);
 
selected technical staff of the Banco Central de Reserva (BCR) ; and
 
other GOP entities that require a better trained staff and can play
 
a role in the design and implementation of sound economic policies.
 

The second group of beneficiaries include members of
 
the private sector confederation, CONFIEP, which represents 15,000
 
firms and 63 chambers of commerce throughout the country.
 

The third group, considered an indirect beneficiary
 
of the training opportunities to be offered under the project, will
 
be the representatives of key labor organizations. By including
 
labor sector representatives in training and the diffusion of
 
project technical information, it is expected that a coalition can
 
be built between private sector groups and labor so as to better
 
achieve the objectives of sound economic policy development and
 
renewed growth.
 

Lastly, a fourth beneficiary group of the training
 
component will be the Peruvian Parliament and other legislative
 
representatives. If policies which guide economic growth are to be
 
implemented, the legislative branch must play a significant role in
 
support of these policies. The project aims to address the
 
constraints to effective technical information dissemination which
 
currently restrict the law-making body; thus enhancing the
 
Mission's democratic initiatives and reinforcing the long-term
 
development strategy for Peru.
 

3. Improved GOP Economic Policy Analytical Capability.
 

Macroeconomic policy planning during the LOP
 
requires analysis of reliable economic data by decision-makers.
 
Alternatives must be assessed based on information that is gathered
 
systematically on the performance of the economy for a given period
 
in time. This ongoing process is the responsibility of the
 
mid-level analysts from the MEF, BCR, and to a lesser extent, the
 
INP. This target group will be the primary recipient of project
 
short-term training. Seminars, conferences, short-term courses and
 
third country programs will be the primary modes of training.
 

4. Strengthened Economic Policy Dialogue between the
 

GOP and the Private Sector.
 

CONFIEP will design and conduct workshops, seminars
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and conferences on 
topics which address the issues of economic
 
recovery and the stabilization reforms of the GOP. Participants

will include members 
of the CONFIEP community, particularly

business leaders, representatives of labor, the public sector and
 
members of other chamber organizations representing specific
 
sectors of the economy.
 

The site of the seminars, workshops and conferences
will be determined on the basis of subject matter and according to

the needs and interests of the regions. In order to disseminate
 
information to a regionally diverse audience 
of private sector

leaders, the information generated by the studies and technical
 
assistance component of the project will emphasize the need for
 
conferences to be held at various locations throughout the country.
 

When 	appropriate, publications, brochures and other
materials will be produced by CONFIEP 
or other private sector
 
project entities designed to further policy information
 
dissemination.
 

5. 	 Improved Policy Information Access by the Peruvian
 
Parliament.
 

The results of project studies and training seminars
will be made available to the Parliamentary committees. The
 
purpose is to help strengthen the policy dialogue between the

Executive branch, the Legislative branch, the private sector and

the labor sector, so that coherent policies can be conceptualized

and understood, and that eventually laws will be passed which are
 
supportive of the stabilization and economic growth objectives.
 

Whenever practical and desirable, members

Parliamentary commissions will be included in training events 

of
 
so
they 	are better informed of the progress of economic revitalization
 

measures. 
The project will make available technical information :o

selected members of commissions as part of the training component.

Publications resulting from the seminars and conferences will be
 
available to members of Parliament upon request and as appropriate.
 

CONFIEP and the 
SEP 	will maintain a technical

information library/data base of project studies. The library will
store, and disseminate as appropriate, policy research conducted
 
under the project on the major topics of economic stabilization,

social compensation fund issues, trade policies, and other issues
 
related to the stabilization program. This information network can

then be accessed by Parliamentary commissions in preparing

legislation for economic stabilization and economic revitalization
 
policies.
 

C. 	 Project Activities
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1. Technical Studies/Assistance
 

The proposed technical assistance to the new GOP and
 
private sector entities will serve to carry out studies, to provide

technical advisory services, and to provide follow-up technical
 
assistance leading to the formulation and implementation of
 
policies and programs consistent with sound macroeconomic and
 
sectoral objectives.
 

Technical studies/assistance will be funded and
 
carried out in response to Peru's most urgent development problems.
 
The fundamental criteria used to determine the subject matter and
 
scope of the studies are: 1) that they address urgent economic
 
policy constraints; and, 2) that project studies/assistance provide
 
viable and actionable solutions. A limited number of these
 
studies/assistance will be funded prior to contracting the
 
long-term institutional contractor (IC), due to the urgency of
 
responding to the GOP's needs for policy studies and the length of
 
time required to contract the IC. Technical studies will be
 
heavily utilized during the initial two years of the project. The
 
technical studies/assistance component will support the Mission's
 
macroeconomic and sectoral policy dialogue with the new GOP. In
 
addition, policy dialogue with the new GOP will include the review
 
of policies put forth by private sector entities engaged in policy
 
research and analysis.
 

The following is an illustrative list of some of the
 
most important policy reform topics that the Project will address
 
over the next 4 years:
 

- Stabilization proQram. This will be a
 
continuation and expansion of the process started in mid-1990.
 
Monitoring the impact on the poorest population and help for an
 
efficient targeting and distribution of food aid will be of
 
paramount importance.
 

- Pricing policies. The main topics include the
 
establishment and management of efficient market-determined prices
 
in the economy for foreign exchange, interest rates, wages, and
 
goods and services administered by the State.
 

- Fiscal reform. Primary areas include the control
 
and reduction of the fiscal deficit, comprehensive tax reform,
 
reorientation of public investment, and public sector deficit
 
financing.
 

- Monetary policy. The main topic in this area is
 
the establishment of a monetary regime conducive to
 
non-inflationary economic growth. This would involve review and
 
reforms in banking policies, and the rationalization of financial
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sector regulation.
 

- Trade policy. Emphasis will be given to trade
 
liberalization issues, the promotion of non-traditional export

industries, the reduction and eventual elimination of protective

tariffs, and coordination between trade policies and other relevant

policy instruments such as exchange rates, monetary policy, and
 
fiscal policy.
 

- Institutional reform. This area covers a wide 
range of topics, including streamlining state and government

regulation, strengthening the policy analysis capability within
 
public sector agencies, restructuring the public sector, improving

the management of public enterprises, divestiture, development of
 
selection criteria for public sector investment projects, export

promotion activities, customs and port facilities, education and

training programs, research and extension programs, public health

and social security, urban development and housing strategies.
 

- External Cooperation. Assistance in the area will
include studies and strategies for securing multinational donor
assistance, debt renegotiation and improved access to world
 
markets.
 

At the sectoral level, the PAPI Project is also
expected to provide technical support. Following is an example of

the policy areas in the agricultural sector which are of interest
 
to the project: agricultural pricing and marketing policies;

non-traditional agricultural exports; agricultural credit; 
land
 
tenure; export and investment infrastructure; and technical
 
assistance to producers. Of special interest coca relatedare
studies including the environmental impact of coca growing and 
processing, agricultural marketing systems in the productive and
 
nearby regions, and the extent and impact of illegal coca
 
cultivation in other areas.
 

2. Training and Information Dissemination
 

The training and information dissemination component

consists of in-country and participant training. The proposed

training will be directed 
 toward the following project

beneficiaries: GOP Ministerial management and other GOP policy

officials; private sector representatives; leaders from the labor
 
sector; and Parliamentary legislative staffs directly involved in
 
the preparation, analysis and/or implementation of stabilization
 
and economic revitalization policies and legislative programs.
 

The project's training and information dissemination
 
component will seek to achieve three objectives over the four and
 
one half year LOP. First, this component will address the
 
immediate need 
for trained policy analysts, decision-makers and
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other key personnel in mid-level management and top levels of the
 
GOP. Second, the project will increase the technical capacity of
 
principal GOP and private sector entities which play a role in the
 
formulation and implementation of policy reforms in support of
 
economic stabilization and growth strategies. Third, project
 
training and information dissemination will help develop the
 
capabilities of a wide range of public and private sector policy
 
entities that carry out public policy analysis and participate in
 
the implementation of projects.
 

(a) In-Country Short-Term Training (565
 
participant/months)
 

In-country training will be conducted through
 
the presentation of seminars/workshops and conferences, as well as
 
the dissemination of research results to principal decision-makers
 
and representatives of both the public and private sectors.
 

Short-term training will be conducted by
 
faculty from existing post-graduate institutions, and other
 
technical specialists, complemented in certain cases by outside and
 
other Peruvian experts. Public sector participants will be
 
selected by the GOP entities participating in the project according
 
to the criteria described in (b) below. Those participants
 
eligible to attend the seminars and workshops will continue to
 
receive salaries during their attendance at training courses.
 

The estimated time of in-country seminars will
 
range from one day to a maximum of three-four weeks. Subjects will
 
be developed based on those project activities described in the
 
project component section, as well as others which are essential to
 
achieving the training objectives of strengthening the policy
 
dialogue/decision-making process, and bringing about economic
 
stabilization and growth. Seminars or workshops will correspond to
 
the specific training needs identified by GOP and private sector
 
institutions over the course of the project.
 

In instances where outside experts have
 
conducted research, the dissemination of results will be done
 
through conferences or publications and by follow-on technical
 
assistance from the external experts themselves. All conferences
 
for the public sector will be organized by the SEP Project Manager,
 
and by CONFIEP for the private sector community, with the close
 
involvement in both cases by personnel from the institutional
 
contractor.
 

The institutional contractor (IC) also has the
 
responsibility for coordinating training events with the most
 
appropriate local educational facility. Final design of the
 
workshops will be made with guidance provided by the IC's Training
 
Advisor. During the seminar or conference, project funds will
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cover the cost of didactic material, classroom rental space, fees,
 
publications, and supplies.
 

(b) Selection Criteria
 

(1) Public Sector. Participants eligible for
 
selection must have direct responsibility for the analysis,

implementation or legislation of policies related to economic
 
stabilization and growth. The sponsoring agency must agree to
 
cover the cost of salaries and maintenance while the participants

attend the training event. Final selection will be determined by

the CIAEF through its representative, and in conjunction with the
 
advice of the IC's Training Advisor, who will determine the maximum
 
number of attendees for each training event.
 

(2) Private Sector. Selection of CONFIEP
 
members and labor leaders at conferences, workshops and short-term
 
courses will be determined by the CONFIEP Project Manager, in
 
consultation with the IC's Training Advisor. Most training events
 
programmed for private sector groups will be for one day seminars
 
or short conferences.
 

(c) Contract Training Activities (28
 
participant/months)
 

Short-Term. A limited number of GOP and/or

private sector participants will be offered short-term participant

training in the U.S. or a Third Country when training is not
 
available in the U.S. The training will consist of short seminars,
 
conferences and/or special events to be planned in conjunction with
 
the IC's Training Advisor. The PIO/P process will be used to
 
ensure that all A.I.D. Handbook 10 requirements are met. The IC's
 
Training Advisor will be responsible for preparing all
 
documentation and forwarding the documents to USAID/Peru's Training

and Social Development Office. The IC's home office will be
 
required to make all placement arrangements and.provide follow-up

assistance as needed to ensure the successful completion of the
 
training course by thp.project participant.
 

Departure orientations will be handled by the
 
Training Advisor in consultation with the Mission TSD Office.
 

For all training opportunities, the GOP
 
sponsoring agency must ensure that the participant will be
 
reinstated in the same position, or at a higher level, after the
 
offshore training is completed. Moreover, the GOP entity must
 
require that upon completion of the technical training, the
 
participant agrees to continue in his/her position for a period of
 
at least twice that of the training period, or a minimum of one
 
year, whichever is longer. As a counterpart contribution to the
 
project, the sponsoring agency will be required to cover the cost
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of salary and benefits.
 

The short-term participant training covered by 
this project is considered the sole responsibility of the IC. The
 
final training plan will be submitted to the Mission TSD office by
 
the IC's Training Advisor, in compliance with Mission Order 500-8.
 

III. IMPLEMENTATION ARRANGEMENTS
 

A. 	 Project Management/Implementation Mechanism
 

The overall project organizational structure is shown on
 
graph No. 1. (p.14). Under the proposed management structure, the
 
project will have two Peruvian Implementing Agencies. A technical
 
unit located in the office of the Secretary of the Presidency (SEP)
 
will serve as the Implementing Agency for project technical support
 
to the public sector. The National Confederation of Private Sector
 
Institutions (CONFIEP) will be the Implementing Agency for project
 
technical support to the private sector.
 

An institutional contractor (IC), contracted by A.I.D.
 
will provide the required technical support services. The IC will
 
also be responsible for managing the bulk of project resources.
 
A.I.D. will carry out limited procurement.
 

A Consultative Council will be established to provide
 
longer-term guidance and planning for project activities. The
 
Consultative Council will be made up of the Deputy Minister of
 
Economics (MEF), the General Manager of the Central Bank, the
 
Secretary of the Presidency, a representative of the National
 
Planning Institute (INP), the President of CONFIEP and the A.I.D.
 
Mission Director.
 

1. 	 Public Sector
 

CIAEF will act as a government umbrella committee to
 
generate and regulate demand for policy studies. CIAEF is chaired
 
by the Prime Minister and its members include the Ministers of all
 
sectors of production in the economy. The main role of this
 
umbrella organization is to analyze/debate macroeconomic and sector
 
policy issues. Under normal circumstances, the conclusions and
 
recommendations of this committee are submitted to the Council of
 
Ministers for their consideration and approval. The SEP will have
 
authority to generate demand to receive services under the project
 
without receiving CIAEF approval. The amount of services received
 
by the SEP will not exceed the equivalent of $400,000, unless
 
otherwise specified in the project agreement.
 

a. 	 Functions of the Public Sector Implementing
 
Agency
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The SEP was selected as the implementing agency

for project assistance to the public sector. The SEP will be
 
responsible for receiving, reviewing, prioritizing and assisting in

the implementation of requests for technical studies/assistance and
 
training. The SEP will play a key role in assuring the quality

standards of all project-related assistance. As the lead
 
institution responsible for GOP project compliance and performance,

the SEP will be supported by a technical unit, the head of which
 
will serve as administrative 
liaison to the institutional
 
contractor, the USAID project coordinator and other public sector
 
project entities and their representatives. Moreover, project

support provided by the SEP will complement the work of
 
project-funded specialists as needed. Support will also be
 
provided by the SEP for the organization and follow-up of project

training and information dissemination activities.
 

The SEP will be responsible for carrying out
 
the following functions/responsibilities:
 

-Represent the government as the project

Implementing Agency. The Implementing Agency must be capable of
 
analyzing the need and priority of policy studies to be carried out
 
under the project. If a request for assistance does not meet the
 
criteria of the project, the Implementing Agency must document the
 
reasons why and provide an explanation to the requesting government
 
entity.
 

-Review and analyze the proposed terms of
 

institution, identify technical personnel to work as counterpart to
 

reference 
government institutions. 

for technical requests submitted by the participant 

-In coordination with the requesting 

the IC consultants on each specific study.
 

-Review the final draft of the studies prepared

by the IC to verify compliance with the terms of reference.
 

-Conduct meetings and seminars for government

Ministries to discuss the studies and propose follow-up activities
 
for training and information dissemination.
 

-Coordinate with government agencies and the IC

all support required by the public sector participating

institutions. This support will be geared to specific studies,

other technical issues and training.
 

-Ensure compliance with and implementation of
 
the PAPI project agreement.
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-Submit periodic reports to A.I.D. and the GOP
 
on project progress.
 

-Have ready access to economic data and other
 
analytical resources within government institutions and other
 
entities.
 

-Establish cooperative linkages with other
 
participating organizations involved in policy analysis.
 

(d) Organization
 

Government agencies that will use the technical
 
services of this project are comprised of the Ministries
 
representing the productive sectors of the economy; the MEF and INP
 
and their role in macroeconomic policy development; the SEP; and
 
the BCR. Other public sector institutions may have access to the
 
project through the Ministries that normally represent them under
 
CIAEF.
 

c. 	 Project Coordination of the Technical
 
Studies/Assistance Component
 

Formally, the participating government agencies
 
will submit requests for technical studies/assistance to the CIAEF.
 
In practice and prior to the submission of an official request,
 
these agencies should discuss their requests with the technical
 
unit of the SEP, which in coordination with the IC and A.I.D., will
 
provide feedback and suggestions to the requesting institution.
 
The technical unit will also issue instructions to the
 
participating organizations for all information that must be
 
submitted to the CIAEF for initiating the selection process. This
 
will ensure that requests meet technical requirements.
 

The request for studies will normally be
 
presented to CIAEF on a quarterly basis, with simultaneous copies
 
sent to the technical unit for formal review.
 

The technical unit will determine which
 
requests are most appropriate for meeting the objectives of the
 
project. CIAEF will provide final approval and the prioritization
 
of requests for studies after giving consideration to the op±nion
 
of the technical unit.
 

The IC, together with the technical unit, will
 
complete the terms of reference for the study submitted through the
 
CIAEF/technical unit process. The IC, in coordination with the
 
technical unit, the requesting institution, and A.I.D., will
 
identify the appropriate consultants for the study. Final decision
 
on the selection of the most appropriate consultant(s) for
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performance of the study/training activity will, however, under the 
terms of the contract, be that of the IC in coordination with the
 
A.I.D. Mission which will have the right to veto the selection of
 
candidates.
 

The IC will implement the study/technical
 
assistance with counterpart support provided by the technical unit
 
and other participating GOP entities as appropriate. The
 
implementation team will also receive support from the Liaison
 
Officer of the organization that requested the study.
 

The IC will be fully responsible for the
 
quality of the study carried out by the contracted technical
 
experts. However, the final draft of the study will be reviewed by
 
the technical unit so as to verify the study's compliance with the
 
terms of reference, and to certify the overall quality and
 
applicability of the analysis before submitting the final product
 
to the requesting organization.
 

d. Prolect Coordination for the Training Component
 

The project will provide support for the
 
implementation of the following training activities: 1) Short-term
 
in-country training; 2) Short-term third country and U.S.
 
participant training; 3) Dissemination of Information.
 

(1) Short-Term In-country TraininQ (369
 
Participants/months)
 

The short-term, in-country training program for
 
the public sector will be designed by the IC in consultation with
 
the technical unit and A.I.D.. The IC will submit an annual
 
training plan to the technical unit and A.I.D. for approval of
 
thetechnical merits of the plan. The technical unit will be
 
responsible for the selection of participants for the training
 
events and/or coordination of this function with the project
 
participating institutions.
 

(2) Short-term Third Country and U.S.
 
Participant Training (28 Participants/Months)
 

The technical unit, in coordination with
 
participating institutions, will select candidates for training
 
according to criteria established under the project, and as
 
approved by the IC and the USAID Mission. The IC will make all
 
arrangements to implement the training program once the candidate
 
has been selected by the Implementing Agency.
 

(3) Dissemination of Information
 

The technical unit, together with the
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organization that requested the technical study, will prepare a
 
plan for the dissemination of project information. The requesting
 
organization will determine whether studies/technical assistance 
merit dissemination, and the most appropriate target audience for
 
disseminating the findings and results of the study. The
 
dissemination plan will be submitted to the IC, who will be
 
responsible for making all arrangements for implementation of the
 

CONFIEP is also the
 

plan. 

2. Private Sector 

a. Functions of the Private Sector Implementinq 
Acency 

private sector 
CONFIEP, a non-profit, widely representative 

organization, will be the primary Peruvian 
implementing agency for the private sector. 

most technically qualified Peruvian organization for coordinating
 
and assisting in the implementation of private sector policy
 
analysis and information dissemination.
 

CONFIEP represents thirty two, nation-wide
 
trade associations, which are comprised of ninety two private
 
sector organizations. These organizations are in turn made up of
 

on
approximately 26,000 private business enterprises. Based 

CONFIEP data, these enterprises provide employment to 1.5 million
 
Peruvians. (Peru's economically active population is currently 10
 
million, and of this amount unemployment and severe
 
underemployment represent approximately 75%).
 

The objectives of CONFIEP are directly
 
supportive of the project purpose. CONFIEP's long-term objectives
 
are to:
 

- Promote the accomplishment of national 
development objectives and economic growth with social progress; 
and 

- Strengthen the private sector as a system 
based on personal freedom, individual initiative, private 
investment, and return on investment within a free market economy. 

CONFIEP has a full time staff of eleven
 
professionals and twenty-one research and administrative support
 
personnel. Additionally, CONFIEP possesses a full institutional
 
capacity for managing and coordinating policy analysis studies. In
 
addition, CONFIEP has considerable experience in the dissemination
 
of information derived from policy studies within specific economic
 
sectors, as well as for government entities and the general public.
 
Over a period of twenty months, from January 1, 1989 through August
 
31, 1990, CONFIEP carried out thirty nine economic studies on a
 
wide variety of subjects. At least twenty five of these studies
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are directly related to the types of issues/constraints that will
 
be addressed under the PAPI project. The following two studies are
 
examples of the kinds of policy studies recently undertaken by

CONFIEP:
 

- Economic Stabilization and Growth in Peru - An 

Independent viewpoint.
 

Emergency Social Assistance Program.
 

CONFIEP's organizational structure provides an
 
effective network for identifying private sector economic policy

issues, as well as managing and/or coordinating the studies and
 
disseminating research findings.
 

CONFIEP's Executive Committee will help

generate the demand for policy analysis. The Department of
 
Research and Special Projects (DRSP) makes the arrangements for
 
carrying out studies through its own personnel or other sources of
 
technical support. Other sources include individual consultants,

consulting firms, and CONFIEP's own Committees for corresponding

economic areas or issues. The committee members are professionals

in the private sector who volunteer their time to CONFIEP for
 
assistance on economic policy and/or other private sector issues as
 
needed.
 

Dissemination of information will require

support for carrying out the distribution of project research
 
findings. Between May 1989 and August 1990, CONFIEP organized

approximately 40 events related to training, conferences and
 
forums. The organization published and distributed 27,000 copies of
 
14 studies and reports. In addition, CONFIEP has disseminated
 
information on a large scale through newspapers and journals.
 

b. Organization
 

Implementation of project resources to the
 
private sector will involve the participation of the following

institutions: CONFIEP, as the Implementing Agency representing the
 
private sector; the IC as the provider of technical services, and
 
A.I.D.
 

c. Coordination of Studies
 

CONFIEP's general manager will be the Project
 
Implementation Manager for the private sector.
 

CONFIEP's Executive Committee will generate

private sector demand for policy studies. Each quarter the
 
committee will prepare an agenda of the needs for policy analyses

for the next period. CONFIEP's DRSP will review this agenda with
 

('1
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the general manager in coordination with A.I.D.1 and the IC. These
 
institutions will work together in preparing detailed terms of
 
reference for the studies. The general manager will submit the
 
terms of reference to the Committee for approval to proceed with
 
the studies.
 

The General Manager (GM) will issue work orders
 
and provide the terms of reference to the institutional contractor.
 
The GM will also interact with CONFIEP's staff and committees to
 
better organize and coordinate the participation of CONFIEP's
 
professionals in the studies.
 

The IC's Chief of Party (COP) will prepare the
 
work plan for each study and provide the general manager with both
 
a work plan and coordinate with CONFIEP in the selection of the
 
professionals to undertake the study. The COP will proceed to
 
implement the work plan after obtaining the general manager's and
 
A.I.D.'s approval.
 

The general manager will approve the studies
 
submitted by the IC after verifying the IC's compliance with the
 
terms of reference.
 

d. Coordination of Traininq (196
 
participant/months)
 

Coordination arrangements for the private
 
sector training component will include the following types of
 
training activities:
 

Dissemination of knowledge gained from the
 
policy analysis studies.
 

Short-term, in-country training through
 
seminars and conferences on specific subjects, and participant
 
training in the United States and other countries as appropriate.
 

(1) Dissemination of Information
 

CONFIEP will prepare a program for
 
disseminating information derived from each policy analysis study,
 
and in turn will submit the plan to the institutional contractor
 
and A.I.D. for consideration. The IC will be responsible for
 
covering the cost of the following items required for the
 
information dissemination activities:
 

- Conference room facilities ( including coffee 
breaks ). 

- Reproduction of documents. 
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- Equipment and materials.
 

- Diplomas for participants.
 

(2) Other Short-term Training
 

The IC will prepare each year a short-term training
 
plan and submit it for the consideration of A.I.D. and CONFIEP's
 
general manager and Executive Committee.
 

The program instructors to be selected by the IC in
 
coordination with the Technical Unit and A.I.D., will be composed
 
of professionals provided directly by the IC and by Peruvian
 
training institutions contracted by the IC.
 

3. USAID Implementing Arrangements
 

The Mission will hire a Project Coordinator through a
 
personal services contract to carry out the day-to-day project
 
monitoring, coordinating and reporting of project progress. The
 
Coordinator will report to the Mission's Program Economics Officer
 
who will serve as the USAID project officer.
 

B. Implementation Schedule
 

DATE 	 TASK RESPONSIBILITY
 

September 28, '90 	o Sign PAPI Project Agreement A.I.D./GOP
 

January 28, '91 	 o Initial CPs met by SEP/CONFIEP
 
SEP/CONFIEP (Project Liaisons
 
from SEP and CONFIEP)
 

March 20, '91 o Project Coordinator position A.I.D.
 

March 20 ' 91 o Short-term TA 	 A.I.D./CAER 

March 20, '91 o Organizational structure established
 
for project requests through CIAEF
 
and the SEP, and CONFIEP in the
 
private sector. CIAEF, CONFIEP A.I.D.
 

March 25, '91 o Selection Committee for
 
Project Coordinator position,
 
interviews if required 	 A.I.D.
 

April 24, '91 o Contracting of Project Coordinator
 
A.I.D.
 

April 25, '91 o Project Coordinator on-the-job
 

I)
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Given the project's purpose of enabling the public and
 
private sectors to develop the capacity to carry out effective
 
analysis, design and implementation of economic policies, success
 
will be measured by the following: (a) number of highly qualified
 
policy analysts in the public sector Ministries and other entities,
 
and the number within CONFIEP arid other private sector entities;
 
(b) quality of economic policy legislation and the process leading
 
up to the development of economic policy legislation; and (c)
 
identifying which project outputs lead to the earliest and/or most
 
effective policy modifications.
 

Nevertheless, to evaluate the project solely on the basis
 
of macroeconomic and legislative figures would be unrealistic as it
 
will not provide timely detection of either project problems or
 
opportunities. Given the relatively large number of institutions
 
involved in the project, it is anticipated that project monitoring
 
and adjustments will be an essential part of the project management
 
and the scope of work of the Project Coordinator and the
 
institutional contractor. Thus, an integrated monitoring and
 
evaluation plan has been developed. Monitoring will be continuous
 
and more intense than is common on most A.I.D. assisted projects.
 
Evaluations of both the goal and purpose of the project will also
 
be conducted during the two formal project evaluations.
 

One of the early tasks of the Project Coordinator will be
 
to design, in conjunction with the institutional contractor, a
 
matrix to be used to measure progress in implementation and to
 
determine the effectiveness of the participating public and private
 
sector entities. The Project Coordinator will quantify benchmarks
 
to be attained for each period of the project as well as negotiate
 
these targets with the various participating organizations
 
(primarily the SEP and CONFIEP) for inclusion as part of the
 
project Annual Plan. Quarterly progress reports will be required
 
of and prepared by the participating institutions and reviewed in
 
meetings with the Project Coordinator and the A.I.D. Project
 
Officer. Any changes to the Annual Implementation Plans or
 
benchmark progress indicators will be negotiated at that time.
 

/(
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DATE 	 TASK 
 RESPONSIBILITY
 

A.I.D.
 

May 28, '91 	 o Institutional Contractor RFPs,
 
advertised/issued AID./AID/W
 

Sept. 13, '91 	 o Selection Committee for
 
the Institutional Contractor
 
reviews short-list/interviews
 

A.I.D.
 

November 15,'91 	 o Institutional Contractor
 
contracted 
 A.I.D.
 

December 15,'91 	 o Institutional Contractor in-country,
 
office operational A.I.D./IC
 

January 1, '92 o Initial tranche of technical assistance
 
and follow-on, in-country and participant

training. IC, SEP,
 

CONFIEP
 

February 15,'92 	 o 
Prepare quarterly request information
 
for 1st quarter '92. Proj Coord
 

SEP,CNFIEP
 

March 1, '92 	 o Financial Review 
 A.I:D.
 
Contract
 

January 3, '92 	 o Prepare annual plan and approve ist
 
quarter project requests CIAEF/SEP,
 

ccNFIEP,AID 

December 1, '92 	 o Project Evaluation/Audit 
 contract
 

January 5, '93 o Prepare annual plan and approve 1st
 
quarter project requests CIAEF/SEP
 

CONFIEP
 

May 1, '93 Mid-Term Evaluation 	 A.I.D.
 

Sept. 30, '93 	 o Financial Review Contract
 

January 15, '95 	 o Final Project Evaluation/Audit
 

A.I.D.
 

March 30, '95 o PACD
 

C. Prolect Evaluation and Monitoring Plan
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