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EXECUTIVE SUMMARY

This third iteration of the USAID/Peru
Alternative Development Program (PDA I11)
is the last phase of a continuous, decade-long | €hange is only possible if the community
alternative development initiative in the (= Invplvedl e I ey sElEve in - 1S

h | . | ) | h has been the case for farmers who have
northern-central Peruvian selva (jungle). The exchanged coca for licit crops. Today,

Change Is Possible

program has been so successful that it is there is an amazing amount of cacao
referred to as “the model of San Martin.” grown and transformed into chocolate
This long, comprehensive, and focused that is finding a niche in world markets.

We offer our encouragement because

USAID program has clearly and today, they are building a better Peru.”

convincingly demonstrated that, by working _ _ :
effectively with a range of Peruvian partners = = Carmen Masias, executive president
from government and NGOs, alternative g;gri\:llDA’ Peru's national anti-narcotics
development can eliminate coca from a large

region. Through this process, thousands of families have found an escape from the
isolation, insecurity, and violence involved with the drug trade. Trade and investment are
flourishing in former coca-producing regions like never before, and empowered new
leaders are opening doors to a coca-free future, delivering on the promises of a vibrant,
licit economy for thousands of Peruvian families.

This report discusses the contribution PDA 111 made to this larger USAID success story,
but it does not capture the essence of what has made the program so successful. The most
important lesson from the Peruvian alternative development experience is that the
essential elements of success are Peruvian political will, geographically targeted coca-
eradication programs, and an alternative development program with the time, resources,
and management continuity to get the job done.

When PDA 111 began operating in 2007, immediate changes were visible in the coca-
growing communities. By 2012, the changes were dramatic. Coca-growing communities
were becoming a quickly disappearing minority, and the thousands of hectares of cacao
that had been planted as an alternative crop were coming to fruition. In Ucayali, PDA 111
worked quickly in the final stages of transition to licit development, and began the first
stages of getting production into high-value markets and creating the conditions for a
sustainable and growing cacao industry.

Although PDA 11I’s challenges differed from those of its predecessors, the challenges of
managing an alternative development contract remained the same. Alternative
development is highly political, requires close and diplomatic coordination with the
government, and involves sensitive messaging and communication that is tied to the
image and interests of the U.S. government. Management of PDA |11 required careful
coordination with USAID as the program team fulfilled its role as a transparent, neutral,
diplomatic, and technically capable implementer.
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This program also meant accomplishing results quickly and on a massive scale and
managing time and resources efficiently, while working sensitively and patiently with
vulnerable families and communities. The payoffs for these management challenges were
results that changed lives like few other programs. In the process, the PDA |11 team has
met or surpassed the target for every major contract indicator.

In part, PDA I11’s success can be captured by the numbers. The program ushered 4,231
families in 133 communities into licit livelihoods through post-eradication development
initiatives. The program team worked with 20,910 families to plant more than 33,000
hectares of long-term commercial crops, training more than 10,000 in 523 farmer field
schools. PDA |11 helped these families become proud, secure, and optimistic, and helped
create economic conditions that have increased their average annual incomes by 83
percent, from $2,700 in 2007 to more than $5,000 in 2011.

PDA 111 was also successful on an industry scale. Between 2008 and 2011, and as a direct
result of several years of USAID investment, Peru’s cacao sector transformed from a
minor actor in world markets to a hot new source of high-quality cacao. PDA Il made
major contributions to the formation of this modern new industry, planting 27,000
hectares of cacao, working with local producer associations to increase membership from
5,300 to more than 10,000, and increasing cacao exports from PDA Ill-supported
cooperatives from 2,100 metric tons in 2008 to more than 8,000 metric tons in 2011
alone. Also in 2011, program-supported cooperatives exported more cacao than all of
Peru had exported three years earlier. In the process, PDA Il generated more than $72
million in leveraging from the public and private sectors to support the effort.

The PDA 111 strategy was composed of multiple elements, which are mirrored in the
organization of this final report. The foundation on which the program’s work was built
are post-eradication and consolidation, wherein coca is eradicated from fields, followed
by an intensive community socialization program and, finally, market and governance
building. Several other themes had crucial roles in the program’s success: in-depth
monitoring and evaluation, gender mainstreaming, improved access to credit, strategic
communications, and strengthened local governance.
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CHAPTER 1

POST-ERADICATION

Many former coca growers in PDA 111 target zones lived in some of the most remote
corners of Peru, where some communities consisted of only a few homes with no running
water, no electricity, and barely passable roads. When faced with the possibility of
transforming their way of living toward licit lifestyles, many people worried about cash
liquidity. They also worried about their long-term well-being.

Most of these families moved to the jungle from higher, more arid parts of Peru, and
many came because of the allure of growing coca. In the first post-eradication stages,
about 25 percent of families are already making plans to move on. Another 50 percent are
hedging their bets for a while longer. Another group, made up of families with stronger
ties to these areas, plans to remain. This last 25 percent is looking for alternatives.

What does a USAID-financed alternative development program do in this context?
Strategy
At a glance, post-eradication work seems simple:

1. Establish a presence in areas where coca has been eradicated recently. Let people
know you are there, and that you have alternatives to offer.

2. Reach out to communities to understand their needs, fears, and aspirations.

3. Negotiate a middle ground that blends
community demands with the constrained

portfolio of options a program can offer. ¢ 1to2 hectares of cacao,
including bags, seeds, shade

4. Arrive at an agreement, facilitated by local crzies, [EEEIE eels, izl Bele
manual labor, grafting, and

leaders, in which community members .
who wish to participate sign a formal
document with the relevant Peruvian
entity (DEVIDA) to stop growing coca.

Typical PDA Il Portfolio

Limited food crops

e Small community-infrastructure
projects

5. Develop and initiate a work program made =~ ® Support forOI imgroxl/zmem_ of
up of a portfolio of projects. tertiary roads (fuel donations)

6. Establish a communications platform that validates the beneficiaries’
commitments to a licit lifestyle and crowds out anti-licit communication.

7. Monitor beneficiaries’ progress closely, and adapt as necessary.
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In practice, the work is much more complex. Identifying and nurturing communities to
make those first steps toward a licit culture — the phase known as socialization — is
tenuous. One challenge is identifying families that will be committed to the program in
the long term, to reach the 70 percent retention rate that was PDA I11’s benchmark.
Another is guaranteeing the logistical support to deliver quickly on commitments and
retain credibility with communities.

The PDA 111 team made a strategic decision to limit productive options and focus on
cacao, a crop with longevity, strong international demand, and strong prospects for
market pricing. Nonetheless, ensuring that cacao trees reach maturity was a major
challenge for communities with little experience propagating perennial crops. The values
associated with a cacao culture provide obvious advantages, but cacao takes at least three
years to begin bearing fruit, while coca can be harvested three times each year. PDA IlI’s
task was to create short-term impact while beneficiaries awaited that medium-term result.

In that context, small-scale infrastructure and other participatory community projects

found their place in the PDA 111 post-eradication portfolio. Likewise, strong community-
level communication was key to filling the emotional need to belong to something newer,
bigger, and with a more attractive future, however distant that future seemed. Finally, the
program team involved regional and local governments as more active participants in the

process of change.

Much of this program’s success lies in its capacity for adaptive management in a
constantly changing environment. PDA 11l demonstrates four developments in the basic
post-eradication model, which it applied in four regions of Peru: Tocache, Paraiso,
Aguaytia, and Huipoca. Exhibit 1 summarizes some key characteristics of these

interventions.

Exhibit 1. Evolution of the PDA Post-Eradication Model

Tocache
2006-2007

First USAID
experience linking
alternative
development to
eradication

Extensive portfolio of
production
interventions

Cost per community:
$27,000

Signing to
intervention lag:
8-9 months

Paraiso
2008-2009

First USAID
experience in which
the municipality was
key

Stronger focus on
cacao

Cost per community:

$26,000

Signing to
intervention lag:
6 months

Aguaytia
2010-2011

First USAID
experience using
local producer
associations as
operators

More balanced focus,
blending cacao with
other initiatives

Cost per community:
$12,000

Signing to
intervention lag:
15 days

Huipoca
2012

First USAID
experience
positioning DEVIDA
in primary role

Truncated version of
Aguaytia intervention
model

Cost per community:
$11,000

Signing to
intervention lag:
Almost none

Note: PDA I11’s monitoring and evaluation system is the source of information in the exhibits throughout this report.
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Some important things have changed in the post-eradication model:

e Cacao grew in importance, becoming the crop of choice.

e PDA'’s portfolio broadened and became balanced, including activities directed toward

families, communities, associations, and local and regional governments.
e The average per-community investment was 50 percent lower.

e There was a dramatic reduction in the time between communities formally entering
the program and the start of activities, from eight months to just days.

e In the same period, the contractor’s role shifted from being the sole implementer (as
in Tocache) to being an implementer/facilitator (as in the Huipoca initiative).

These trends aligned with the USAID’s current philosophy, in which Peruvian
stakeholders assume increasingly greater programmatic responsibility — and rightly so.
Results from three PDA contracts demonstrate not only overall success, but also a direct

correlation between program performance in key indicators and stakeholder involvement.

Below, we discuss the four main elements of PDA I11’s post-eradication work.
Expanding Licit Crop Coverage

Establishing a licit economic presence in the 133 communities where these crops were
planted was critical for providing new licit livelihoods for PDA’s 4,231 beneficiary
families (see Exhibit 2). For cacao, an essential step was providing critical mass for a
sustainable regional industry.

Exhibit 2. Post-Eradication Communities and Families

Region Communities Families
Huénuco 32 1,514
San Martin 30 737
Ucayali 71 1,980

Total Beneficiaries 133 4,231

In the five years of PDA 111, 6,475 hectares of licit crops were established in communitie
signing post-eradication protocols, 6,260 of which were cacao (see Exhibit 3, below).

TRANSFORMING COMMUNITIES, TRANSFORMING LIVES
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Exhibit 3. Organizations Supported in the Installation of Post-Eradication Crops:

2008-2012
Hectares Installed
Grantee
Total Cacao
Juan Velasco Alvarado — Huanuco 1,546.8 1,458.0
Asociacion de Productores de Cacao de Uchiza — San Martin 1,197.6 1,197.6
Asociacion de Productores de Shambillo — Ucayali 1,044.3 1,044.3
Cooperativa Agraria Cacaotera San Alejandro LTDA — Ucayali 600.0 600.0
Cooperativa Agraria Cafetalera Divisoria Limitada — Huanuco 60.5
Cooperativa Agraria de Cacaoteros Campos Verdes — Ucayali 1,862.9 1,862.9
Cooperativa Agroindustrial Tocache Ltda — San Martin 98.0 98.0
Municipalidad Provincial de Tocache — San Martin 66.0
Total 6,476.0 6,260.7

Between October 2010 and September 2012, the last two years of the program, 4,309
hectares of cacao were planted in Ucayali and Huanuco, the second largest licit-planting
initiative in PDA’s history. In addition, in the final weeks of PDA 11, nurseries for more
than 60 hectares of cacao were established in Huipoca, a symbolic gesture in the area that
was the last bastion of coca and narcotics production in the Ucayali region as the program
closed.

The Huipoca Post-Eradication Activity

The Huipoca initiative was a condensed version of PDA’'s post-eradication model (as
implemented in Paraiso and, more recently, in Aguaytia) that included the establishment of
cacao nurseries and temporary shade, community-level infrastructure, improvement of tertiary
roads, community exchanges with San Martin, and licit communications. Socialization and
initial field work took place between June and September 2012. PDA worked in five
communities, establishing cacao and implementing five community infrastructure projects.

From a programmatic perspective, the work in Huipoca involved collaboration among USAID,
Peru’s national anti-narcotics agency (DEVIDA), and PDA IlI staff in Lima and Ucayali. The
work also incorporated a new element of on-the-job training for DEVIDA. Despite the
commitment of all parties, the venture was something of a work in progress, more so because
it took place over a compressed intervention window of about eight weeks.

For all its challenges, the Huipoca activity was important because it was a precursor of
USAID’s evolving model for alternative development, in which DEVIDA and municipalities take
more responsibility for post-eradication from the start.

Developing Nascent Producer Associations

Like many coca-producing areas the world over, institutional capacity in Peru’s post-
eradication areas was weak. This was particularly the case with nascent producer
organizations. However, if the licit economy is to progress and farmers are to have a
stake in this development, producer associations have to exist, function, and grow. PDA’s
approach to association development matured over time, coming to reflect an important
evolution in thinking. Before, working with producer associations happened after the
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post-eradication period (hence, the distinction between “post-eradication” and
“consolidation”). In the revised approach, this work was seen as a key part of post-
eradication from the start.

Especially in Ucayali, cacao producers’ organizations became important PDA 111 partners
for the post-eradication effort. More than just the growing financial impact of licit
production on the incomes of small farm families, over time these organizations came to
play an important role as “licit reference organizations” in regions of the country where
such role models were conspicuously absent.

Three small cooperatives — Campos Verdes, Shambillo, and San Alejandro — received
grants to take responsibility for planting 3,568 hectares of cacao. This partnership
accelerated the affiliation of farmers with a producer group and strengthened the
cooperatives.

Motivating Model Communities

One of the most important lessons from the PDA experience is that communities, not
individuals, make the move toward a licit culture. The PDA I11 team understood this, and
learned that traditional alternative development risked threatening the core values of
independence, responsibility, and investment of time and resources that the program was
trying to instill in communities where the coca culture had had a negative impact.

In early 2011, with this lesson in mind, the PDA 11 team developed a new approach to
community development, based on a methodology imported from the Colombian
alternative development experience. At its most basic level, the approach positions
beneficiaries as active participants in the entire project development process (design,
execution, and monitoring) through an operational committee of representatives from the
community and the program. To this end, PDA I1l1 invited 34 communities (of 64 total
beneficiary communities in Ucayali) to present participatory community development
projects as part of a competitive grants process. Following a rigorous selection process,
half of the 28 proposals were accepted.

Of these 14 projects, all but one received funding from the grants (an average of $18,000
per project) to implement school renovations, community centers, road improvements,
and other community development activities. Each initiative shared three characteristics:
rigorous commitment to meeting counterpart contributions; increased participation by
local government; and optimization of resources, which allowed communities to do more
with the original funding from the grant. The projects also fostered a sense of pride and
empowerment among community members.

TRANSFORMING COMMUNITIES, TRANSFORMING LIVES 7



A Model of Efficient Management

With USAID support, 14
communities build their
own path to development

In Jerico, community groups are leading
project development.

The community of Jerico has
shown that hope and hard work
can overcome adversity and
give new meaning to the word
“development.”

Photo: USAID/Peru PDA

As is the case in many rural areas of Peru, the isolated
community of Jerico has been faced with many difficulties since
its founding in 1994. Inhabited by migrants from a diverse array
of provinces, Jerico is part of the district of Honoria. The
community lies 33 kilometers from Campo Verde and 67
kilometers from Pucallpa, the regional capital of Ucayali.
Despite its relative closeness to Campo Verde, the deplorable
state of its only road has contributed to its physical isolation and
beaten down the hopes of the 42 families that live there.
Combined with limited public services and an almost
nonexistent state presence, this provided ideal conditions for
the cultivation of coca before its recent eradication.

At that point, USAID/Peru’s Alternative Development Program
supported the community’s transition to licit production with the
installation of 68 hectares of cacao. In addition, and with the
aim of identifying model communities broadly aligned with a licit
culture, the program solicited project proposals from 34
communities. The wager was to embed a new participatory
approach to community-developed and managed projects to
rebuild the fragile social fabric that had been destroyed by the
coca culture, and to overcome the mistrust engendered by the
eradication of illicit crops. Jerico was one of 14 communities
selected to receive USAID support of up to $19,700 for their
projects.

The community came together around a proposal to improve
the education of its children, and worked hard to put together a
project to build another classroom for the village school and an
office for the school principal. The community’s commitment
and the drive of its leaders has been transformed into a model
of sound administration and, despite inclement weather, Jerico
was the first project to get underway. USAID’s financial
contribution has acted as a catalyst to stimulate both
community and local government contributions (largely in the
form of unskilled labor) to ensure continuity and quality control
during project implementation. More than just improving a
school, the experience has become for many in Ucayali a new
way to build community in a democratic, participatory, and
transparent way.



Embedding a Pro-licit Culture

Embedding a pro-licit culture in areas negatively affected by illicit crops, highly vocal
coca unions, and narcotics is a multifaceted venture that requires increasingly larger areas
of licit crops, more responsive local governments, public statements of support from
regional leaders, and messages about licit progress in beneficiary communities.

PDA Il1 targeted two types of activities with a specific objective for cultural change. The
first involved community and district fairs that proved highly effective for promoting the
values linked to a licit culture, such as honesty, hard work, and collaboration. These
values stand in stark contrast to those of the coca culture — individualism, short-term
gain, illegality, and the like. Between 2010 and 2012, 74 community fairs took place in
Ucayali, with 11,200 people participating.

The second initiative used communications as an instrument of change. The most
tangible expression of this activity was the training of 755 voluntary communications
promoters in Ucayali, Huanuco, and San Martin, who received basic tools and training to
promote licit livelihood in their communities. When linked strategically to programmatic
efforts, this guaranteed effective communications at their most basic level. Over time,
community communications linked to cacao progressed, with PDA 111 supporting
communications work sessions in which short videos generated a broader discussion of
the social and productive attributes of cacao. The program supported 45 events of this
kind, involving 1,125 participants.

Finally, the PDA I11 team developed a coherent, pro-licit media campaign using radio,
television, and newspapers in post-eradication areas, significantly improving public
perceptions of USAID and alternative development. By August 2011, the program was
able to position its work positively with the media in Aguaytia, which had rejected all
attempts to do so less than a year before for fear of reprisals by coca growers.

Post-Eradication Lessons Learned

e The post-eradication model works when development is coordinated with eradication
in a way that sends the clear message that the elimination of coca is inevitable and
that there are clear alternatives that will bring a better life.

e The alternative development team must establish trust and credibility by making a
commitment to providing specific development assistance and following up with the
first steps of implementation within a very short time.

e From first contact with the community, the alternative development team should
promote gender equality and “associativity.” Women’s leadership is key to social
change, and the community’s future success will depend on the ability to organize as
a community and as a producer group.

TRANSFORMING COMMUNITIES, TRANSFORMING LIVES 9



e Small community infrastructure projects can be effective in creating a positive
atmosphere for change in the short term, especially when the community is involved
in project design and management and makes a substantial labor contribution.

e Post-eradication development must be perceived as a manifestation of government
presence. It is important to form an alternative development team that engages the
local, regional, and national governments.

e The ultimate success of post-eradication depends on the efforts and contributions of
many partners and institutions, including NGOs, the private sector, and government.

10 TRANSFORMING COMMUNITIES, TRANSFORMING LIVES



CHAPTER 2

CONSOLIDATION

USAID assistance has supported the transformation a large region of Peru in a relatively
short period, virtually eliminating the coca culture and replacing it with one of the
world’s fastest-growing and most socioeconomically important cacao and chocolate
economies. PDA I11’s consolidation component was primarily about ensuring the
sustainability of these changes. Although sustainability is a complex issue, PDA I11’s
work was guided by a philosophy that César Villanueva, president of San Martin, often
articulated: Problems are complex, but solutions are often simple.

Strategy

For PDA 111, the first challenge of sustainability was economic. In that context, the
program team focused on cacao. Rapid and massive growth of Peru’s cacao sector
created challenges in the productive base and in successfully meeting the business and
quality standards of high-value markets. PDA 111 had four objectives for consolidation:

e Consolidate production and ensure that farmers have the skills and ability to sustain
productivity and quality.

e Strengthen producer organizations and develop the skills, infrastructure, and market
link to provide high-value markets with a consistent supply of high-quality cacao.

e Bridge the gap between farm families and lending institutions to increase the flow of
credit.

e Engage local governments and leverage funds to improve infrastructure and continue
promoting economic growth.

The first two objectives are discussed in this chapter. Credit and local governance
interventions are discussed as crosscutting themes in the next chapter.

Consolidating the Production Base

Cacao is an excellent crop for small-farm families. It is a perennial crop and permits
once-migrant farmers to become part of a community. It is a forgiving crop that responds
well to improved agronomic practices and produces an acceptable yield with a minimum
package of care. The harvest is spread out over several months, so the physical burden of
harvesting up to 5 hectares is manageable by a family and earnings are somewhat spread
out across several months. In addition, cacao is environmentally friendly, grown in the
shade, and compatible with forest and tree crops. Teaching farmers to keep a healthy,
productive, plantation of high-quality cacao has been the flagship of PDA I1ll, driven by
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three guiding principles: expand the area in production; improve on-farm production
technology; and promote lifetime-learning among farmers.

The program’s first emphasis in consolidating the production base was to expand
production in consolidation areas, especially San Martin. This critically important activity
led to a 2012 production volume that was beginning to attract international buyers from
high-value markets. As PDA 111 worked with producer organizations to plant new areas
of cacao, expanding production also increased membership in producer organizations and
strengthened the organizations’ technical capacity and services.

Exhibit 4. New Areas Installed, by Region and Crop: 2008-2012

Region Ht;rcot;e:les Cacao Coffee Oil Palm Hggﬁn()f Plantain
Huénuco 4,548.9 4,021.6 438.5 88.8
Loreto 388.6 54.1 3345
San Martin ~ 19,456.5 16,872.3 1,694.5 889.7
Ucayali 8,681.2 6,376.1 438.6 1,128.7 3.3 734.5
Total 33,075.1 27,324.0 2,571.6 1,128.7 1,227.6 823.3

Farmer field schools. Expanded production was accompanied by extensive training and
technical assistance. The PDA 11l approach emphasized group learning, learning from
common experiences, and taking responsibility for one’s own learning. In working with
farmers, the program team used many extension methodologies, such as contests, field
days, demonstration plots, individual farm visits, and group training, including the
application of farmer field school methodology.

A proven methodology used widely in Latin America, farmer field schools are used to
develop farmers’ ability to share knowledge and skills and work collectively to solve
technical problems. Farmers identify what they need to learn and, with a facilitator’s
guidance, work in small groups to develop techniques and solutions to technical
problems. The PDA 111 field schools empowered farmers to apply their knowledge of
agriculture to cacao. The first objectives were to increase farmers’ knowledge and skills,
build the framework for establishing associations and cooperatives, and create sustainable
farmer field schools in the absence of direct program intervention.

The schools were also important community forums for improving gender relations, and
proved to be one of PDA 111’s most effective tools for mainstreaming gender in
stakeholder communities. On average, 25 percent of participants in farmer field schools
were women.

As facilitators in the field schools received more questions about the business of cacao,
from cost concerns to market organization, the PDA 11l team saw an opportunity to
incorporate social and business topics. They introduced an innovative farmer field
school/social enterprise model in Huanuco and Ucayali during the PDA 111 option years.
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Between 2008 and 2012, PDA 111 trained more than 300 facilitators and conducted 523
farmer field schools sessions for 11,318 participants, providing manuals and technical
materials produced by the PDA communications team. From 2010 to 2012, the program’s
emphasis shifted to training: the team trained 393 promoters, including 207 trained under
the new farmer field school/social enterprise methodology.

Exhibit 5. Farmer Field Schools, by Region and Gender

TRl Farmer Field Participants:
Schools Farmers Women Men
Huanuco 79 1,710 450 (26%) 1,260
Loreto 4 84 30 (36%) 54
San Martin 340 7,071 1,647 (23%) 5,424
Ucayali 100 2,453 756 (31%) 1,697
Total 523 11,318 2,883 (25%) 8,435

Lessons Learned from Farmer Field Schools

e Rapid expansion of the production area and successful adoption of technology was
not accompanied by an improvement in locally available genetic lines of cacao. (The
use of a single line of cacao across an entire region is not recommended.) However,
Peru has a wide genetic base that could be used to produce superior cacao. The skills
the cacao farmers gained in grafting will enable them to change genetics at any stage
of cacao tree development, with little sacrifice in production time. This could be an

important future strategy.

e The strategy of using producer associations as operators to install thousands of
hectares with small farmers has been an important element in consolidating these
organizations and creating links between farmers and eventual market mechanisms.

The farmers from Chazuta
participate proudly in their
community’s farmer field school, a
project managed by their
municipality with PDA support.
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Strengthening Producer Organizations

Traditionally, Peru has been a small producer of cacao, and most of its cacao has been
processed for low-value and low-profile markets. Between 2008 and 2012, as about
24,000 hectares of previously planted, USAID-supported cacao came into production,
world cocoa markets also began heating up, resulting in good prices and a chocolate
industry that was aggressively seeking a new supply.

In 2009, as Peruvian cacao won recognition for fine flavor at the Salon du Chocolat in
Paris and as the supply of Peruvian cacao expanded, Peru came to the notice of large
international buyers of fine chocolate. The success of the country’s burgeoning cacao
industry would depend increasingly on the quality of its cacao and the ability of Peruvian
producers and cooperatives to reliably meet the conditions of sales agreements. This shift
represented a real opportunity for PDA Il11.

Cacao producers from Juanjui and
members of ACOPAGRO cooperative
had much to celebrate when their
cooperative successfully exported
2,500 metric tons of cacao, becoming
the largest single exporter of high-
quality cacao in Peru.

As Peru’s cacao production increased, there was increasing interest from the private
sector, especially from international buyers and commercial development banks. The
challenge was to build local capacity to meet market standards. PDA I11’s strategy was
threefold:

e Respond in the very short term.
e Strengthen larger existing producer organizations first.
e Strengthen smaller and emerging producer organizations and link them to the market.

The producer organizations with which the PDA 111 team worked varied widely in size,
experience, and management ability, but they all shared a common set of challenges. The
core challenge was combining management of a profitable enterprise with a system of
membership and democratic governance, led by producers, who typically had little
experience in business management.
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A profitable cacao cooperative requires a manager and a staff who can organize a cacao
harvest of anywhere from 50 to 2,500 metric tons, supervise post-harvest processes and
quality control, certify production, manage financing for the harvest, negotiate sales
contracts, ensure compliance, and generate a profit. Nearly all small and start-up
organizations face weaknesses in complying with laws, paying taxes, and managing
transparent administration and accounting systems.

PDA I11 began by responding to the immediate circumstances in 2008, when there was a
small volume of cacao being exported (about 7,000 metric tons nationwide) and only a
few major cooperatives handling significant volumes. The program focused on
cooperative development, membership, leadership, business development, access to
finance and infrastructure, and marketing. These groups continued to receive limited
support through the end of the program, with increasing emphasis on the promotion and
supply of high-quality cacao.

Strengthening Large Cooperatives

By 2008, the large cooperatives had begun to develop commercial links with high-quality
markets. For the most part, they were able to manage quality control and meet market and
contract requirements, but there was still uncertainty about sustainability. The
cooperatives needed to grow and consolidate membership, expand market operations, and
hone their competitive advantages. Some leaders had a larger vision of organizing the
entire cacao sector, promoting Peru’s image in world markets, and influencing their
government to provide more support to the cacao industry. With PDA 111’s assistance,
these cooperatives grew dramatically and made tremendous progress toward their goals,
as illustrated in Exhibit 6.

Exhibit 6. Growth of PDA llI-Supported Cooperatives

Export Sales 2008 Export Sales 2011
Organization Product
Amount Value Amount Value
ACOPAGRO Cacao (mt) 1,073 $3,503,546 2,746 $9,600,053
Cacao (mt) 105 $320,545 145 $517,258
Oro Verde
Coffee (qq) 16,968 $2,885,100 14,138 $4,165,257
CA Tocache Cacao (mt) 144 $441,514 175 $590,789
S Cacao (mt) 121 $379,553 150 $534,775
CAC La Divisoria
Coffee (qq) 9,867 $1,764,444 | 12,005 $3,581,308
Cacao (mt) 660 $2,358,238 1,808 $6,576,297
CAI Naranijillo s 1,073 $5,012,373 564 $2,326,436
cacao (mt)
Coffee (qq) 6,374 $1,032,837 | 16,218 $4,841,620
Combined Total $17,698,150 $32,733,793
Totals for Cacao 2,102 $7,003,396 5,024 $17,819,172

Key: mt = metric ton; qq = quintal (100 pounds)
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Much More than Chocolate

With USAID support, a
women’s producer group
takes its first steps into
the chocolate industry

The chocolate produced by Mishki Cacao
has received rave reviews from Peruvian
customers and generated interest in trade
shows such as the Salon de Cacaoy
Chocolate Peruin 2011.

Underlying this business venture
is the energy and drive of 13
women. Chocolate has created
an effective means for
channeling this enthusiasm
toward other development
challenges for licit livelihoods in
their community.

Photo: USAID/Peru PDA

As in many other parts of Peru, the district of Chazuta in San
Martin suffered the violence and social decomposition
generated by the narcotics business. Coca became the main
source of income for countless families, replacing traditional
crops and destroying pristine Amazon forest. Life for these
producers revolved around coca: a life tinged with fear and
overshadowed by the lure of easy money, drugs, and
prostitution. The future of Chazuta was a sad one, based on
little more than the promise of the next quarter’s crop and the
sale of processed coca base.

In 2003, USAID/Peru’s Alternative Development Program
arrived in Chazuta. It was not easy during those first months to
for the promise of long-term crops to resonate in the
community. Cacao offered a brighter future, but people were
reticent about taking the plunge. At this juncture, Maria del
Rosario Tuanama, a teacher and the wife of a local coca
producer, made a decision. Organizing a small group to accept
the alternative being offered, she replaced her own coca with
cacao and set about convincing her family and neighbors to do
the same. USAID worked simultaneously with Peruvian
organizations to promote community organization and sow the
seed of change.

With other novice producers, Charito (as she likes to be called)
and her husband planted cacao. Eight years later, she
continues to do so, but her interest has moved far beyond the
farm. With 12 other women, she created the Mishki Cacao
producer association — the name means “sweet cocoa” in
Quechua, the women'’s indigenous tongue — to produce
artisanal chocolate. The birth of the organization was tough.
Limited cash and equipment translated into an unsophisticated
product and low levels of production. USAID support was
timely: investments in equipment, training in chocolate
manufacturing and packaging, and participation in high-profile
events improved Mishki’'s product line and began to draw rave
reviews from customers. With a new sanitary certification in
place and a growing demand for their products, this group
continues to work hard to expand its business, adding to the
3,190 hectares of high-quality cacao they have planted in
Chazuta with USAID financing since 2003.



Supporting Associations through Commercial Alliances

In 2011 and 2012, the organizational strategy evolved with the need to respond more
aggressively to marketing challenges and opportunities. In 2008 and 2009, PDA |11 had
supported a commercial alliance with a U.S. chocolate company that resulted in the
successful positioning of producer group Alto del Sol in the high-quality cacao market. In
2011, the program’s commercial alliance approach expanded to cover 15 emerging
producer groups, creating a consolidated approach, consisting of:

e Formal and on-the-job training in organization and management of harvest, post-
harvest, and quality control

e Formal training and technical assistance in accounting, financial management, and
administration

e Access to working capital credit

These activities helped 15 producer groups more than double their size and expand sales
from almost nothing to a combined 3,337 metric tons in three years, as illustrated in
Exhibit 7.

Exhibit 7. Growth of Emerging Producer Organizations: 2008-2011

Sales of Cacao
Organization T2 (metric tons)

2008 2011 2008 2011
APROCABE 0 257 0 18
APROCAPP 327 178 0 38
CAS El Dorado 470 344 0 575
ALLIMACACAO 215 475 0 99
COOPANA 0 234 0 169
Asproc NBT 107 180 0 590
CP Cacao 0 207 0 665
APCU 181 80 0 368
J V Alvarado 27 70 0 52
o RIS 0 309 0 102
CAC San Alejandro 0 130 0 25
Central Curimana 0 125 0 158
APCTVASH 40 80 0 40
ACATPA 100 320 0 403
CACVAM 0 300 2 35

Totals | 1,467 3,289 2 3,337

Infrastructure. European and U.S. demand for high-quality chocolate is the fastest-
growing segment of the cacao market. Genetics and growing conditions create the
potential for quality, but the most predictable factor in determining quality is the
fermentation process, which changes the flavor of the chocolate the cacao will produce.
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To promote the best quality of cacao with producers and producer organizations, PDA Il
financed and supported the construction and rehabilitation of 132 fermentation and
drying modules between 2010 and 2012, each designed to ferment around 50 metric tons
of cacao per year (the production of 50 to 80 small-scale farmers). PDA supported a total
capacity of more than 6,500 metric tons, equivalent to almost the entire volume of cacao
bean exports in 2008. Because these modules required farmers to be organized to deliver
their cacao to the module for fermentation, they were all built concurrently with the
program’s work to strengthen the producer organizations.

In Search of the Golden Cacao Pod

In March 2012, a call went out across Peru, and the search was on for the cacao de oro (golden
cacao). With PDA Il at the lead along with the Ministry of Agriculture and APPCACAO, farmers
in 12 regions of the country searched the tropical forests of Peru — the birthplace of cacao —
for that special heirloom pod that retained some of the genetic traces, flavors, aromas, and
magic of the indigenous wild varieties. The search inspired farmers to submit 809 cacao pods of
all shapes, sizes, and colors.

The scientists took it from
there, subjecting the samples to
rigorous testing, including a
final tasting by a panel of
experts from Ecuador,
Colombia, and Venezuela.

In the end, 11 pods were
honored with the name Cacao
de Oro for displaying a
symphony of flavors with notes
of fruit, nuts, coffee, herbs, and
caramel and prompting the
judges to say that Peru had just
made a major contribution to
the world's understanding of the
true range of cacao’s genetic
potential.

Consolidation Results

e Overall membership in cooperatives more than doubled and membership increased in
every main cooperative PDA 111 supported.

e Total sales nearly doubled, rising from $17.7 million to $32.7 million for large
cooperatives.

e The volume of cacao sold as beans in quality markets more than doubled, rising from
2,102 to 5,024 metric tons, with sales increasing from $7 million to $17.8 million.

e As they expanded, these organizations became leaders in promoting Peru’s image as a
source of high-quality, fine-flavor, certified cacao.
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PDA-supported cooperatives established a reference point for prices paid to producers
across the region and business models for other emerging producer groups, and took
the first steps toward creating regional and national cacao organizations.

PDA provided 15 emerging producer organizations with significant training and
technical assistance, increasing their membership from 1,467 to 3,289 and their sales
from almost nothing to 3,337 metric tons, and establishing fermentation models and
accounting systems to build their long-term sustainability.

Consolidation Lessons Learned

Governance is a universal weakness. Organizations of every size show significant
weaknesses or conflicts in the supervision of the manager by the board of directors.
Too many groups remain dependent on the talents of one exceptional manager when
an organization’s real strength should be its membership and governance structures.

Another universal challenge is financial management, from the acceptance of high
interest rates and long-term credit to the inability to manage short-term credit for
advances on purchases from farmers. In 2012, one of the larger PDA 111 stakeholder
cooperatives almost collapsed under debt that had accumulated in the previous
several years. Virtually none of the small organizations were able to produce accurate
financial statements or calculate the cost of borrowing to make advances to farmers in
buying the harvest.

For large organizations, the next big challenge was diversification. First, they needed
to see diversification as driven by competitive markets. There was too much interest
in competing in chocolate markets and not enough interest in satisfying the demand
for other certified products for which they have a competitive edge. Second, they
needed to be aware of the growing need for nursery plants with improved genetics,
which could be a profitable enterprise that fills an economic need.

Independent of the intensity of assistance, small organizations had a significant
probability of failure. This is not necessarily a bad outcome; competition determines
which organizations are best-suited to expand and which will be absorbed into larger
groups.

An alliance-based approach to organizational strengthening was important to success
in working with large and small groups. Several companies showed a willingness to
invest in development of producer organizations as a strategy to begin consolidating
the market. These are win-win situations as long as the producers and organizations
are free to continue to compete.
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CHAPTER 3

CROSSCUTTING
THEMES

Monitoring and Evaluation

The ability to practice adaptive

management was a hallmark of the PDA PDA by the Numbers

programs. As with any alternative éggzgg‘:c;rﬁﬁit:f; ggﬁfie"j‘ted
development progr_am, PI.DA I operated in 30:000+ hectares mapped with GIS
dynamic and volatile environments that 1,106 communities reached
required in-depth monitoring and 671 infrastructure projects completed
evaluation (M&E), and the program’s 46 local governments supported
M&E agenda was vital for identifying 2 regional governments supported
positive and negative trends in the early

. ) See the annex for more data on gender, credit,
stages of implementation. The results of leveraging, communications, environment,

these analyses were applied in case-by-case = voluntary eradication, and grants management.
scenarios to achieve maximum impact
relative to investment.

PDA I1I’s M&E unit generated daily reports to support evidence-based decision making
and track the indicators used to evaluate progress. M&E teams in Lima and the regional

offices conducted regular programmatic visits to beneficiary communities, collected and
analyzed data, evaluated progress, and suggested preventive or corrective actions based

on field observations and results.

The M&E system provided a comprehensive baseline that was used in program design.
To maximize utility and minimize costs, the system integrated program management,
grants, and internal management. The PDA 111 team worked with DEVIDA’s monitoring
team to perform joint audits, design geographic information systems (GIS) tools to
monitor and measure crop coverage, and develop an integrated M&E system. This
cooperation ensured transparency of results and built M&E capacity within DEVIDA.
PDA’s M&E system was integrated with DEVIDA’s management information system,
providing both organizations with valuable access to quantitative and qualitative data.

Methodology. The program’s M&E strategy operated on the assumptions that knowledge
IS most accessible through data, and that data is useless until applied. The system is rich
with data, including coded data for GIS spatial analysis and a digital archive documenting
the progression of community socialization processes in beneficiary communities. The
program team applied a four-part methodology:
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e Planning: Identify variables and define indicators relevant to programmatic goals.
e Execution: Collect well-defined data from program staff, partners, and grantees.
e Validation (M&E team): Tests data for reliability, integrity, and accuracy.

e Analysis: Collect quantitative data to support the numbers, analyze and contextualize
qualitative data, and present results to stakeholders.

The M&E team was also involved in administrative, technical, and budgetary
management. In the later phases of implementation, the program consolidated monitoring
of these sectors, resulting in more comprehensive and accurate analyses of the program
and the correlations between the three areas.

Due to the comprehensive nature of its community socialization programs, PDA 111’s
challenge was to measure the evolution of communities, local organizations, and local
governance. After a few attempts to assess local development, the M&E team established
a system with weighted variables to gauge progress; however, the measurements did not
properly test for sustainability. As a solution, they developed a process for evaluating
public or state entities that allowed PDA 111 to assess organizational strengthening.

Lessons learned. To accurately assess industry improvements, the M&E strategy focused
on measuring the production stage of the value chain, mainly farmers and agricultural
associations. Indicators for cacao related primarily to production (including plots, area,
grafting, planting, harvest data, and shade management). PDA Il developed an interface
that ensured accurate information-collection from the dynamic set of stakeholders
involved in the production phase. As the program ended, the Peruvian Ministry of
Agriculture was only beginning to realize the importance of the cacao sector; although
sales and export numbers were accurate, it will be important for the ministry to adopt a
similar supply-side measurement system to ensure long-term monitoring.

The strategic and comprehensive nature of PDA I11’'s M&E strategy allowed analysis of a
broad spectrum of stakeholders, including families, communities, organizations, markets,
local and regional governments, and other private and public entities. Further
dissemination and analysis of PDA I11’s results will help ensure appropriate design and
implementation of future programs.

Local Governance

One of the most important aspects of PDA 111’s alternative development strategy was
local governance. Strong and supportive local government may be the best predictor of
success (or failure) for alternative development projects, from the first post-eradication
activities to the last elements of the consolidation strategy. The PDA strategy for working
with these critical local government partners was straightforward:

e Strengthen participatory planning and municipal capacity for local economic
development.
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e Develop greater capacity in accessing and executing the local budget and other
available funds.

e Support visible infrastructure projects.

Improving infrastructure was a
vital component of the PDA I
model.

PDA 11 worked with 44 local governments from 2008 through 2010, through a program
of general assistance in participatory planning. In 2011, the program team focused on
helping 13 of these municipalities position themselves for better access to high-quality
cacao markets. Working with REMURPE, the national network of rural municipalities,
PDA I11 provided technical assistance in economic development, cacao value chain
strengthening, and development of local competitiveness plans. This strategy
strengthened the links between producer associations and their local governments to
develop more sustainable production of licit crops.

The local competitiveness plans were a result of PDA 111 working hand-in-hand with
communities to identify gaps in productive value chains and develop plans, leverage and
secure financing, and implement realistic solutions. A participatory process, development
of the local competitiveness plans aligned the goals of the community, the producer and
producer association, and the local government in a synchronized vision to guide local
cacao production and commercialization. Community members, farmers, and
associations learned to value participatory planning, while local governments received
technical assistance to gain a better understanding of value chain analysis.

National legislation for municipalities establishes the fundamental obligation for local
government to provide public services and support integrated, sustainable local
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development. As local governments feel the pressure to respond, a typical first reaction is
to attend to a variety of demands, resulting in an atomized and ineffective pattern of
investment. PDA 111 provided assistance with participatory planning that included
enhanced communication with communities and technical assistance to improve
compliance with planning regulations. This support enabled local governments to create
development plans based on what the communities really needed and focus investments
in areas that would have greater impact. Perhaps the clearest example of the impact of
this approach was the district of Irazola in Ucayali, described in the box below.

Support for Local Governance Spurs Widespread
Community Improvements

In 2002, the district of Irazola in Ucayali was mired in drug trafficking and political violence, with
a coca-based economy. Five years later, PDA 1l began working with the local government. In
2010, the new mayor Manuel Gambini was a dynamic new partner for PDA Ill. In that time,
Irazola took advantage of everything PDA Il had to offer, employing a concerted development
plan and local competitiveness agenda to leverage more than $4.5 million for the cacao value
chain, including more than 4,200 hectares installed by PDA Ill and strong investments in social
services that have brought dramatic change to local residents. Not only did the installed
hectares increase, but production of cacao per hectare also increased by more than 100
percent, from 300 kilograms per hectare in 2007 to 650 kilograms per hectare in 2011. As PDA
Il closed, Mayor Gambini had become an active leader of a network of municipalities in
Ucayali and San Martin, all located in the cacao corridor and all dedicated to keeping
alternative development going. As cacao production in Irazola exploded, wise investments in
community development transformed the agricultural region into an industry leader and model
for alternative development.
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Building on the local competitiveness plans, PDA |11 forged alliances with the national
government, through DEVIDA, and the provincial or district mayor. The national
government alliance provided political legitimacy, while the cooperation with local
government gave access to community leaders and lent local credibility to PDA 11I. As
work in a community progressed, stronger links were built between the community and
the local government. Because regional and local government leaders directly influence
popular opinion, their support of alternative development was vital for success.

24 TRANSFORMING COMMUNITIES, TRANSFORMING LIVES



Another challenge for local governance was the lack of technical and managerial capacity
to execute annual budgets and access additional public funds through the available
competitive mechanisms. The primary financial distribution mechanism from the
Peruvian government was the National Public Investment System; however, its
regulations did not allow investment in productive activities. Other funds were designated
and available for economic development activities, often without the knowledge of local
officials. The Ministry of Economy and Finance, the Sistema Informacional
Administrativo Financiero, the Fondo de Promocién a la Inversion Publica Regional y
Local (FONIPREL), and DEVIDA’s Rapid Impact Plan (PIR) all had funding designated
for productive activities. Unfortunately, layers of red tape were confusing municipal
governments, and the funds often remained in the federal coffers.

PDA 11l trained a cadre of local and regional consultants to use effective proposals and
increased knowledge of bureaucratic processes to unlock these funds. As the program
ended, those consultants were being hired by municipal governments in San Martin,
Ucayali, and Huanuco to assist them in leveraging federal funds. At a comparatively low
cost, local governments were accessing these previously untapped funds. In addition, by
building capacity for designing projects and navigating bureaucratic systems, the
consultants provided a valuable service to the municipalities by helping communities tap
into the funds, thus ensuring continuity and sustainability through government transitions.

The results of PDA’s work to leverage public funds were impressive. Measuring only
funds accessed as a direct result of PDA 11 assistance, local governments generated more
than $59 million from national funding sources, administered locally (see Exhibit 8).
When compared to PDA 111’s private leverage of slightly more than $16 million, these
additional funds demonstrate the importance of government investment in alternative
development. Demonstrating how effective local politicians can be in supporting
alternative development the largest source of funding was the National Public Investment
System. This was significant because several local authorities, and even the regional
president of Ucayali, had shown indifference or opposition to alternative development
before committing more resources to PDA Il1-supported projects.

Exhibit 8. Public Funds Leveraged: 2008-2012

Funding Source Hué&nuco Ucayali San Martin Total
o, OPges Zpoes St saasans
rowpReL  ZPoRes  lmmex gt sosaas
PROEVDA  GUORCR  Jpes  DENSS sasi
Spmees  Jpoes e sseson
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The other important source of leveraging at the local government level was PIR
DEVIDA’s rapid-response projects, which used funds that were strategically directed to
support the sustainability of PDA’s interventions as a result of the coordination between
USAID and DEVIDA at a national level, and between PDA 11l and DEVIDA regional
offices locally.

In 2010, as the national government restricted the use of National Public Investment
System funds for productive projects, just as local pressure for those funds increased. The
Ministry of Economy and Finance responded by creating a new fund, Disposiciones para
Apoyar la Competitividad Productiva (PROCOMPITE), which permitted 10 percent of
an investment plan to go to productive projects. PDA 11 was a pioneer in assisting local
and regional governments to interpret and implement this program for the benefit of
producer groups, and two PDA I11-supported local governments, Irazola and Leoncio
Prado, became national reference points for effective use of PROCOMPITE.

Including private funds leveraged, as shown in Exhibit 9, PDA I11 delivered nearly a one-
to-one match for USAID’s total project investment.

Exhibit 9. Total Funds Leveraged by PDA: 2008-2012

Type of Fund Total
Private
Credit $15,298,276
Economic Development $1,567,623
Total Private Funds $16,865,899
Public
Infrastructure $50,572,692
Economic Development $8,049,070
Other $1,248,958
Total Public Funds $59,870,720
Total Funds Leveraged $76,736,619

Lessons learned. PDA |11 learned valuable lessons while implementing its local
governance strategy. A major weakness of local public investment was lack of
participatory planning, although it was required by law. Local governments often could
not deliver effective development to their communities. Lacking the ability to access
funding, municipalities were unable to respond to community members’ requests for
comprehensive value chain and economic development. PDA I111’s participatory approach
to developing local capacity to access and leverage funds not only created investment
impact, but also fostered a greater sense of community pride and ownership for
alternative development projects. The results of the program are proof that community
participation in planning and implementation creates a coherent, collective vision for
future and ultimately increases the impact of investments in alternative development.
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Cooperating with Local Government

USAID becomes a
strategic partner for one
local government with a
clear and sustainable
development plan

“Everything has been done within the
letter of the law ... so that it is not
reduced to an emotional gesture by the
acting mayor, but rather it grows into a
coherent process. For this reason we
are delegating responsibility to
institutions, to women, to producers.”

— Fernando Grandez Veintemilla,
mayor of the provincial municipality of
Huallaga - Saposoa

Photo: USAID/Peru PDA

CHALLENGE A big risk for donors is that well-intentioned
support can become isolated and unsustainable if it fails to find
an echo in local government and civil society. But the challenge
to good development goes far beyond just ensuring the
participation of the state: it requires the political will of local
governments to direct resources to develop communities within
their jurisdiction. That policy is translated into bylaws to ensure
continuity of action and to ensure that sufficient local capacity
exists to respond to change, technological and otherwise. And
perhaps the final critical ingredient to long-term sustainable
development is the creation of new mechanisms of negotiation
that ensure the genuine patrticipation of local stakeholders.

INITIATIVE USAID/Peru’s Alternative Development Program
began operating in Huallaga province in 2002, supporting the
establishment of cacao with producers who had stopped
producing illicit crops. From this productive base, other
activities were added, including strengthening of civil society
groups and producer associations, linking the Gran Sapasoa
Cooperative (COOPALGSA) with the market, working with the
municipal authority on its land-use plan, building municipal
roundtables for cacao and coffee, and, most recently, a new
initiative to help the local government provide a better enabling
environment for its cacao sector.

RESULTS In raw figures, between 2002 and 2011 USAID
helped 3,516 families in 49 communities to plant 3,010 hectares
of cacao and 126 hectares of coffee. Beyond the numbers and
outputs of specific activities, however, there is little doubt that
this positive impact has been multiplied by the work of the last
two provincial government administrations in Huallaga. This is
illustrated in the implementation of $1.5 million in rapid
investment program funds from USAID’s key counterpart in
Peru, DEVIDA, its promotion of COOPALGSA and the
province’s coffee cooperative, its active participation in the
cacao and coffee roundtables, its investment in women’s
chocolate producers, and in the formation of agricultural
technicians via farmer field schools, and its effective use of
bylaws to govern its territory. Without doubt, this small
municipality in Peru offers some big lessons for the
development of effective partnerships between donors and the
state, as well as the sound use of USAID funds at a local level.



Improved Access to Credit

Changing business-as-usual can be a risky proposition. The banking sector in Peru had
long before established ways of doing business, and was averse to the risk involved in
changing that strategy, especially when change implied opening new branches,
developing new products, working with new clients, and lending money for a new sector
— especially for small-farm agriculture. Even in San Martin, agricultural lending was a
problem, and the marginal business environments in other PDA 11 areas made it even
more prohibitive. Still, farmers needed cash to buy fertilizer and inputs, plant, pay labor,
and accommodate their families’ needs when they were not harvesting cash crops. The
farming communities in PDA 111 zones had long operated outside the socioeconomic and
geographic scope of traditional business environments, and when economic conditions
began to improve, producers and producer groups still found themselves with little or no
access to credit mechanisms in the formal financial sector.

To continue the momentum of nearly a decade of work, PDA 11l needed to close the gap
between financial institutions and producers. The program’s credit initiative was
designed to finance small-scale agricultural producers and value chain actors in
alternative development zones. The multifaceted program combined financial and
technical assistance for the financial sector and agricultural value chains. It was designed
to finance activities during the growing season (including short-term working capital,
purchase of equipment and other movable and fixed assets, labor, and property
expansion) to allow beneficiaries to produce high-value crops with long growing cycles.
PDA I11 expanded the participation and presence of the Peruvian financial sector where it
worked, and promoted access to credit for farmers, farmers’ organizations, and the
private sector.

The program team set out to work with six financial lending institutions operating in the
program areas, but ultimately worked with 10: the National Bank, the Development
Finance Corporation (known as COFIDE), and eight private companies (Caja Maynas,
Caja Luren, Caja Nuestra Gente, Financiera Edyficar, Cooperative San Martin de Porres,
Cooperative Tocache, Cooperative San Francisco, and Edpyme Proempresa). PDA 111’s
work with the eight private sector players was particularly fruitful. Their active presence
in program areas through branch offices and loan officers allowed the program team to
connect remote beneficiaries with financial services.

To reduce the perceived and real risks to lending institutions, PDA helped develop a $23
million guarantee from USAID’s Development Credit Authority. These partial loan
guarantees reduced the risk posed by the banks and, more importantly, improved the
commercial viability of serving rural agricultural customers, ensuring that lending and
investment would continue long after PDA closed. The Development Credit Authority’s
partial guarantee helped unlock private credit market resources, enabling banks to deliver
agricultural credit products in PDA zones and strengthening value chains.

On the borrower side, PDA operated in market value chains to help producers understand

credit, plan for small loans, and learn how to qualify for formal loans. The program was
designed to be a revolving-type product to allow farmers to take out only as much as they
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needed, when they needed it. This incentivized the farmers to manage their cash flow and
credit needs wisely, only taking on as much debt as was absolutely necessary. Many
producers did not know how to apply and qualify for loans, and banks and intermediate
financial institutions did not know how to develop small loan products for rural areas.
PDA 111 helped financial institutions establish loan products that were appropriate to rural
lending and had acceptable interest rates, helping the institutions feel more comfortable
taking on new risk while providing them with assistance to work with the new customer
base during the first few years in the new areas. The Development Credit Authority
guarantee allowed borrowers to receive lines of credit at low monthly interest rates,
lowering risk and effectively lowering the cost of lending. Meanwhile, PDA 111 worked
with farmers to help them understand the benefits and costs of short-term loans that could
increase their productivity and earnings more than the cost of the loan.

Results. PDA 11 brought much-needed working capital and asset investments to a
population that had been historically irrelevant to the financial sector. Targeted training
and assistance helped build gain confidence and expertise in extending credit to small
farmers. With early successes, banks increased outreach to small producers PDA zones.
As a result, 7,428 producers received loans totaling $15,298,276. Of this total, 1,207
women received $2,578,054, or 17 percent.

In addition to the loans, 4,467 producers opened savings accounts, banking $6,337,000
that gave these beneficiaries access to additional financial services. In addition to the
individual producers reached through the credit program, 103 organizations accessed
financing, which led to value chain improvements and, in some cases, improved credit
ratings for the organizations. Of the value chains assisted, the palm oil industry received
$3.84 million, the cacao value chain received $2.08 million, and rice production received
$1.68 million in financing. Most importantly, these financial intermediaries have set up
shop in rural areas where they did not exist just a few years ago. As PDA I11 began
reducing its assistance in 2011, and subsequently ended its support, the intermediaries
were able to continue operating profitably and sustainably — important symbols of a new
sustainable licit economy.

Exhibit 10. PDA-Supported Clients and Credit

Region Clients Amoun_t of
Total Men Women Credit
Huéanuco 668 555 113 $1,230,830
San Martin 4,691 3,936 755 $6,256,553
Ucayali 2,069 1,730 339 $7,810,893
Total 7,428 6,221 1,207 $15,298,276

Lessons learned. Although lack of credit is most frequently seen as a failure of supply on
the part of financial institutions, it is important to recognize that there is at least as much
demand-side work to do with small farmers and rural borrowers. Unsophisticated rural
borrowers (farmers and organizations) frequently do not understand what interest rates
and payback periods mean for the real costs of credit; they also do not know how to
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measure the potential value of a short-term loan that will increase productivity and
earnings. Educating potential borrowers can be important to stimulating demand and
generating better loans.

Lack of credit was part of another demand-side problem — farmers, especially producer
organizations, wanted to use long-term credit to finance expansion when they had not
saved enough or invested enough of their own funds into their operations. Debt finance is
seen as a quick fix, but when the borrower’s equity is too low, credit becomes too costly
and risky. Over-leveraging debt financing is not just risky; it is also a bad financial habit
that was one of the principal weaknesses of PDA-supported producer groups.

Although PDA’s targeted credit program had a positive impact among beneficiaries and
increased the presence of lenders, high interest rates and short loan periods continue to
limit the impact of credit on capital investment and overall economic growth. These are
outside the scope of a targeted program and need to be seen as part of broader initiative to
reform the financial sector.
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Invigorating the Licit Economy

USAID facilitates more
than $12.5 million in
credit to 5,560 farmers
through a new financial
product

“Thanks to this loan, our cooperative has
been able to buy scales and other
equipment for our four buying centers ...
At the same time, our members can
access working capital to improve their
production and the profitability of their
farms. As a result, our children have more
opportunity to study and progress.”

— Eri Shapiama Araujo, president of
Cacaotera Campos Verdes

Photo: USAID/Peru PDA

CHALLENGE Productive activities promoted by alternative
development are designed to provide hew economic
opportunities to farmers committed to a licit way of life.
Establishing licit crops with technical support and links to the
market generates a healthy, legal dynamic in hundreds of
communities. Unfortunately, the combined resources of donors
and the Peruvian state are not sufficient to meet the multiple
needs of poor farm families and guarantee their longer-term
sustainability. Even though access to credit can go some way
to providing a concrete solution to this dilemma, rural farmers,
particularly those in typical alternative development regions, are
rarely a priority for Peru’s financial sector. It is not easy to
attract investment to geographically isolated, socially complex
places.

INITIATIVE This reality, combined with a growing awareness
that expanding credit was only part of the solution, led
USAID/Peru’s Alternative Development Program to create a
new financial product to better meet the needs of its
beneficiaries in San Martin, Huanuco, and Ucayali. The new
product expands credit to areas where traditional banks are
“conspicuous by their absence” and builds in professional
advice on productive investment. To implement the model, a
memorandum of understanding was signed with Financial
Development Corporation (known by its Spanish acronym,
COFIDE) and the Peruvian state bank, Banco de la Nacion.
Their role is to provide services such as funding and shared
branches to 10 financial institutions that were involved in
creating the original product in 2008. Through this approach,
credit and investment advice are channeled to producers and
their associations and small businesses with the lowest interest
rate for rural lenders in Peru (2 percent, versus 4 percent).

RESULTS Through the use of this product, 5,560 families have
been able to borrow more than $12.5 million. Of this total, $2
million has gone to 902 women. In addition, 20 producer
organizations and 10 small companies have received credit.
Furthermore, 3,623 savings accounts with a total value of more
than $4.1 million have been opened. These figures send an
important message to the Peruvian financial sector about the
creditworthiness of this previously forgotten market segment in
the three regions.



Communications

PDA I11’s communications strategy created and leveraged opportunities while promoting
a positive image of U.S. assistance among stakeholders. The strategy, developed together
with USAID, relied on communications tailored to a variety of target audiences, as
illustrated in the stakeholder map below. The communication strategy was designed to
address barriers to attitude and behavior change and create productive dialogue that
would inspire new ways of thinking, new behaviors, and ultimately, new ways of living.
Building on the achievements of PDA | and 11, the PDA 11l communications team worked
alongside USAID at the local, regional, and national levels to support the overarching
goal of getting former coca farmers to commit to long-term alternative development
livelihoods.

Local strategy. At the community level, the message was simple: The decision to stop
growing coca and plant cacao, coffee, or palm oil instead is not only profitable, but also
brings prosperity, peace, and safety. A driver of the local communications strategy was
the Community Communications for a Licit Way of Life program, through which more
than 200 communities designed their own communications approaches. In this manner,
stakeholders led the implementation of a targeted campaign to achieve their joint vision
for the future. PDA 111’s team provided technical support, training, and resources, but left
the design and implementation in the hands of community promoters, leaders, and
spokespeople. Meanwhile, local radio programs were produced with content developed
by community members, resulting in more buy-in for the community socialization
strategy.

Regional strategy. Prompting regional-level changes in attitudes was a significant
challenge for the team. For many authorities, journalists, policy makers, and leaders, past
decades had been defined by coca and the coca-growing movements. There was a
perception that coca was an engine of development, and so it was largely viewed as an
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acceptable reality. The historical struggle to reverse that scenario required substantial
time and creativity.

In addition to those attitudes about coca, contrarian and even hostile attitudes presented a

substantial barrier to alternative development throughout the region. PDA 11 was no
exception, at times facing strong political and social resistance. With the presence of a
weak state in the coca zones, the PDA communications team made extra efforts to target

opinion leaders and decision makers to ensure that their efforts gained maximum traction

in intervention areas. The strategy to overcome these barriers included the following:

e Flood the airwaves — systematic production and distribution of information media,
including hugely successful field trips and training for journalists

e Persistent and consistent advocacy targeting mainstream media owners
e Informative briefings with officials and opinion leaders

e Media campaigns promoting values linked to licit livelihoods and lifestyles
(community socialization)

e Promotion of banner PDA products — cacao and coffee
e Training and promotion for good governance

This coherent and persuasive strategy achieved significant impact in terms of influence
on regional public opinion, as illustrated in Exhibits 12 and 13. This is evident through
the improvements in perception about PDA 111 and its work. The program and its
initiatives were favorably mentioned hundreds of times in regional print media, with
thousands of mentions on radio and television.

Exhibit 12. Percent of People Who Perceived Coca Cultivation
as an Impediment to Development: 2009-2012

Region 2009 2010 2011 2012
Tingo Maria 53.78% 61.7% 53.7% 59.4%
Pucallpa 57.6% 73.1% 63.3% 59.2%
Aguaytia 36.7% 36.7% 42.1% 40%
Tocache 65.57% 66.2% 62.4% 69.8%
Lamas 71.93% 78.5% 87.0% 85.2%
Juanjui 78.16% 65.6% 78.3% 85.4%
Tarapoto 77.36% 67.8% 76.9% 79.9%
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Exhibit 13. Percent of People Who Perceived PDA as a
Promoter of Development: 2009-2012

Region 2009 2010 2011 2012
Tingo Maria 54.39% 50.7% 48.6% 46%
Pucallpa 74.78% 90.1% 71.6% 66.7%
Aguaytia 40.35% 38.1% 43.7% 48.3%
Tocache 73.98% 78.4% 83.9% 87.6%
Lamas 86.1% 84.5% 92.5% 92.6%
Juanjui 81.07% 89.2% 90.4% 87%
Tarapoto 93.36% 75.7% 87.6% 82.5%

Evolving Perceptions of Alternative Development

A considerable challenge confronted PDA Il as it worked to implement projects in Aguaytia,
an adversarial environment, including the media’'s refusal to air program-funded
advertisements. In 2010, the PDA team initiated post-eradication activities in Ucayali,
accompanied by a targeted communications strategy. The results of the campaign are visible
in the numbers. At the outset in 2010, 38 percent of surveyed community members believed
PDA contributed to the development of the province. By 2012, that number was nearly 50
percent.

These are substantial gains considering the complexity of the program, prevailing attitudes
about alternative development, and the recent eradication of farmers’ coca plots. There is
also evidence that these numbers will continue to improve. After four years in Tocache, one
of the most complex environments in which PDA operated, 87 percent of people surveyed
felt that PDA contributed to the development of the region.

National strategy. Lima’s opinion leaders both influenced and were influenced by
regional activities. Politicians, social leaders, trade associations, and the media had the
ability to reach broad audiences across barriers. If congressmen listening to radio heard
dissent from regional and local constituents about PDA 111’s objectives or licit
agriculture, their attitudes about licit production would be negatively affected, and they
would be less likely to support programmatic objectives. If they were exposed to positive
stories and saw the benefits of increased agricultural sales, however, the program would
be able to harness their support to deepen its impact.

The national strategy focused on disseminating technical and policy information and on
designing and implementing large-scale awareness campaigns to promote perceptions
and behaviors consistent with PDA 111’s objectives. Through alliances with national
opinion leaders and media outlets, the program established a strong presence and created
a positive image of USAID, the coffee and cacao industries, and alternative development.
This persistence was effective. By 2012, PDA had spurred a change in majority opinion
from “alternative development is a failure” to “alternative products can compete and are
competing with coca.”

PDA 11 accomplished this shift through a variety of activities:
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Coordination between operators, especially Inforegién, CEDRO, ConsultAndes, and
the United Nations, to identify sensitive issues and define immediate resolutions. This
was relevant to the extent that it could have an impact in areas such as the executive
branch (interior DEVIDA, Presidencia de Consejo de Ministros), parliament, and
national opinion leaders.

PDA Il1 arranged trips for journalists to accompany visits to coca-growing areas by
high-level officials, including secretaries of state, drug czars, and USAID executives
from Washington, D.C. The program team also organized journalist training and trips
to disseminate information relevant to PDA’s work, and facilitated media trips to
cover its work in Tocache, the cacao boom in San Martin, and improved livelihoods
in Huallaga.

Event planning and hosting marked a quantum leap in spreading the PDA message.
Beginning in 2010, annual events in Lima (such as Salén del Cacao y Chocolate,
Expoamazonica, Expoalimentaria, Mistura, and Expocafé) brought light to PDA
products that had transformed communities previously defined by illegal coca
cultivation. These events also demonstrated USAID’s commitment to the cacao
industry, leading to expansions in the production base, improvements in the quality of
post-harvest practices, increased investment, and international promotion of Peruvian
chocolate.

PDA lll sponsored events to
promote cacao and chocolate,
raising awareness about the high
quality of Peru's cacao.
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Good News from the Neighbors

Working hand-in-hand
with USAID, 260
communities build the
foundation for a licit
culture in Peru

“Simple things, such as community
megaphones, help make communication
easier. In public meetings and other events
they allow us to make contact with each
local inhabitant.”

— Robles Fasanando Tenazoa, municipal
representative, community of Bellavista

Photo: USAID/Peru PDA

CHALLENGE One of the biggest issues facing alternative
development is promoting a permanent sense of change in
former coca-growing communities — one that is felt in the day-
to-day lives of small farmers and their families. The challenge of
planting licit crops and the technical and human effort that this
represents is huge. Nonetheless, even this pales in comparison
with the task of “planting” a licit culture in the hearts and minds
of these producers. Furthermore, in geographically isolated
regions where mistrust is typically the order of the day, it is not
easy for communities to develop any sense of hope.

INITIATIVE USAID’s Alternative Development Program in Peru
developed a community-based communications model in which
the protagonists, those who generate the messages and the
tools, are the communities themselves. This initiative, known as
“Community Communication for a Licit Way of Life,” was based
on a pilot project that involved 84 communities and their local
governments, all working together to create local development
plans that reflected a joint vision for the future. This worked
well, but it was felt that something was lacking if productive
projects were to sow a fertile, licit seed in local culture. That
“something” proved to be a new communication activity, in
which local leaders were identified, trained, and supported to
become positive communications channels for their neighbors.
And the wager? To embed a licit way of life within those
farmers who had recently “signed up” to the legal economy.

RESULTS Since 2009, the results have been impressive:

e 500 communications promoters in more than 260
communities trained and working with their neighbors

e 200 community megaphones operational, many with their
own pre-recorded programs
6 networks of communications promoters functioning

o 2 live radio programs produced and presented by farmers

These are just a handful of indicators that illustrate the
successful uptake of the methodology by communities. All the
while, the message continues to circulate among former coca-
growing communities of the decision by thousands of farmers to
abandon illicit crops and become part of a growing group of
citizens building a more secure, legal way of life.



Gender

Women’s role in society is a concern in any development setting, as it was for PDA 111,
but it can be argued that women’s leadership and full participation in decision-making is
essential for the dramatic change involved in abandoning the cash-rich but culturally
impoverished coca economy and making a long-term commitment to a licit lifestyle.
PDA I11 worked in a region of Peru that was notably oriented toward male leadership and
“machismo,” and the strong perception among the field staff was that women placed a
greater value on and had more faith in health, education, and development of a permanent
community than many men. To unleash this powerful force for change, PDA 111 worked
to empower women’s participation in community life within days of first contact with a
community.

PDA Il1 recognized that women had fewer opportunities to develop their skills and
abilities than men, and that they were an underutilized economic resource with
tremendous untapped business potential. Women benefit greatly from technical training;
their traditional roles in cacao value chains are crucial, but often invisible. During its first
three years, 2008 through 2010, PDA 11l implemented an extensive program designed to
bridge the gender gap and combat stereotypes. The results of this first phase included:

e Of the 3,500 beneficiaries who participated in workshops to raise awareness about the
importance of a gender perspective, 67 percent were women.

e Women’s participation and leadership roles increased on boards of directors and
grassroots community organizations. In local community organizations (directivas),
39 percent of participants were women and 61 percent were men.

e PDA Il strengthened the capacity of 12 productive women’s organizations to support
economic opportunities and access to credit.

e PDA Il strengthened the capacity of six regional networks of councilwomen (about
50 women in all) in the areas of gender equality issues, local development, leadership
and decision-making, organizational development, registering with municipalities,
participatory budgeting, conflict resolution, and strategic planning. The result was the
formulation of nine municipal ordinances related to protecting women’s rights.

e More than 6,200 men and women benefited from assistance in agricultural or
economic growth through technical assistance and farmer field schools. About 25
percent of participants were women.

e PDA IlI trained 710 communications experts (471 women and 239 men) in 222
communities on gender equity and community outreach.

Beginning in 2011 and throughout its last two years, PDA 111 focused increasingly on
post-eradication and consolidation in 72 communities in Ucayali. This shift also brought
a sharper focus to gender activities. At that time, an evaluation pointed to the importance
of integrating gender into PDA 111 activities and including women and men in the
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promotion of healthy gender relations. In response, PDA 111 integrated gender into all
post-eradication work, ensuring that all field staff were sensitized to and responsible for
promoting gender as a key development theme. To help model good gender balance, field
teams included men and women, and women were promoted to positions of authority
(such as the zonal coordinator and director of community and local government
development positions) to improve the gender balance in PDA 111’s management
structure.

PDA lll promoted the participation
of women in its initiatives, in
particular by recognizing
emerging leaders in their
communities.

During this phase of post-eradication and integrated gender work, PDA I11’s gender
strategy aimed to improve communities’ ability to operate as functional community
enterprises in producing and marketing cacao. Producing cacao is a technical challenge,
but the biggest challenge once-isolated producers faced was the need to organize and
manage interpersonal relations as a producer associations. One of the first steps in
learning to do this was learning to respect the roles of men and women alike.

PDA I1I’s integrated gender strategy was also applied in the Model Communities activity,
through which communities had to organize to develop and propose projects in
competition with other communities. This became a context in which women, frequently
young women, rose to the challenge and assumed leadership roles. When a project was
chosen for financing, community members formed an operational committee to manage
and administer the project, with PDA 11I’s guidance. At this stage as well, women
emerged to assume leadership responsibility.

Under PDA 111’s consolidation component, in addition to promoting significant
participation by women in farmer field schools, the gender strategy focused on
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developing women’s cacao and chocolate groups, especially three successful groups from
Ucayali and San Martin. The approach with these groups was to develop replicable
models of women in leadership positions in commercial enterprises. The groups
developed artisan chocolate products for distribution in community and local markets, but
their most important impact was the projection of the image of successful women —
throughout the region, nationally, and internationally — as they participated in local fairs,
regional trade fairs, and national and international events such as ExpoAlimentaria,
Mistura, and Salon de Chocolate. These women became important symbols for gender
equality, and for the promotion of Peruvian cacao.

Lessons learned:

e Itis difficult to measure the impact of gender activities, and there can be a tendency
to design activities to fulfill numeric targets. It is vital, therefore, to design a way to
quantify and evaluate impact based on baseline and follow-up studies.

e Itis important to avoid the potential trap of creating separate, women-focused
activities carried out by a special gender team. PDA 111 found that it was much more
effective to integrate gender into all activities, work in gender-balanced teams,
provide gender training and sensitization to men and women, and make all staff
responsible for promoting sound gender relations on the team and in their work.

e Itis difficult to promote gender equality if the program team does not practice gender
equality. In an environment like the Peruvian jungle, proactive hiring and promotion
practices that demonstrate gender balance on technical and management teams are
essential. The same gender attitudes that are found in beneficiary communities can
sometimes be found on program teams.

e Activities such as Selva Ganadora and the Model Communities, which required
communities to organize, develop ideas together, make public presentations, and
assume responsibility for management and administration of operational committees,
tend to create conditions in which female leaders can emerge, participate, and assert
influence. For PDA I11, these women were valuable role models who demonstrated
the value and importance of women in society and business.

Environment

The communities in which PDA 111 worked depended on the health of their
environments. The program relied on a transformation of the agrarian lifestyle, work that
could affect the environment positively or negatively. PDA 111’s comprehensive approach
limited damage to the environment; moreover, it was designed to leave the communities
with stronger, healthier ecosystems.

The environment was a key consideration during the design and implementation of all

PDA activities. The program enforced a stringent environmental monitoring plan to
ensure compliance with pertinent norms and regulations, provided environmental training
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to stakeholders, and raised community, regional, and national awareness about
environmental concerns. PDA coordinated and implemented all environment activities
and associated monitoring, inspection, and evaluation alongside stakeholders, including
DEVIDA, local producers’ organizations, and relevant authorities. This collaboration
built environmental management capacity, ensured fair and accurate assessments, and
transferred best practices for continued environmental efforts after the program closed.

In addition, the PDA 111 team fully considered Regulation 216, ensuring that all
environmental concerns were identified, classified, and addressed before funds were
committed. The team dedicated substantial effort to environmental reviews and regular
monitoring. Between 2009 and 2012, 127 environmental reviews and 2,502
environmental assessments were performed.

PDA leveraged interest in environmental programming among individual producers and
producers’ organizations. A series of natural resource management events built
awareness and provided training and coordination. In combination with the training, the
program team also promoted the use of agroforestry methods for growing cacao. Between
2009 and 2012, PDA 111 hosted 310 events that raised awareness and provided
environmental training for 12,904 producers, and facilitated 649 inter-institutional
coordination meetings related to environmental management.

The threats caused by deforestation and erosion from coca farming are beginning to
recede. The alternative products planted by beneficiary farmers will retain soil much
better than coca, which has up to three growing seasons per year. With fewer farmers
practicing slash-and-burn agriculture, the air is cleaner. Watersheds are healthier, with
reduced quantities of insecticides and fertilizers. Biodiversity is regaining its foothold as
cacao and coffee trees provide habitats for birds that were pushed out during the coca
boom. Finally, reduced processing of coca into cocaine means that less sulfuric acid,
ethyl ether, acetone, and kerosene are being dumped into the soil. Strong communities are
thriving in healthy environments.
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CHAPTER 4

CONCLUSION

At the culmination of a decade of alternative development in Peru, the program team
looks back at the thousands of individuals whose lives changed because of PDA,
knowing that this program’s achievements would have been impossible without the
leadership and political will of Peru’s local, regional, and national governments.
Ultimately, the transformation of a large area of the Peruvian jungle depended on many
people and institutions.

PDA I11 was one of several USAID initiatives in the region, with counterparts supporting
decentralization and improved health and education, and new partners working in the
value chains for cacao and coffee.

The most important lesson from the PDA 111 experience is that alternative development is
too large a task to be achieved without the energy and willpower of a team of leaders and
organizations who all pull together to unleash the potential of the most important
resource of all — the Peruvian citizens who have taken the bold step of changing their
lives and the future of their communities, their regions, and their country.

The PDA 111 team closes this contract with the knowledge that it has contributed to a
program that helped thousands of Peruvians achieve their dreams of leading healthy,
productive lives. We share USAID’s optimism for the future, as the government of Peru
assumes even greater leadership for the next phase of alternative development.
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ANNEX

INDICATORS AND
RESULTS

USAID/Peru Alternative Development Program Il Results Framework for
2008-2010, in Partnership with DEVIDA

GOAL
Integrated licit development in PDA regions

PURPOSE
Consolidate behavior change in PDA communities in favor of licit development and
maintain public opinion against the cultivation of coca.

Unit of Result as of

Indicator Goal Measurement September 30, 2010

New families having signed
1 agreements to not replant coca 4,500 New families 2,893 new families
between 2008 and 2010

Total: -3.6%

Aguaytia: +2.05%
Increase in the rate of negative Juanijui: -15.26%
perception of the cultivation of Lamas: +1.98%

2 cocain the populations of the Percentage - .
principal cities within the PDA Pucallpa: +9.87%
regions Tarapoto: -15.96%

Tingo Maria: -8.25%

Tocache: -6.83%

Total: 27,758
Hectares of licit crops planted Cacao: 22,896

3 and managed with proper 24,000 Hectares Coffee: 2,506

standards between 2008-2010 Palm: 1.129

Palmetto: 1,228
Average yields, per hectare per 800 kg/ha Cacao: 719.4
year, on plantations with three or

4 more years of production, for 17 gg/ha Coffee: 19.6
PDA families involved in project
economic activities 15 tm/ha Palm: 15.7

Number of organizations that
increase their level of

5 o 15 Organizations 19 organizations
organizational management
capacity

6 Number of firms investing in the 10 BuSInesses 11 businesses

intervention areas of PDA

TRANSFORMING COMMUNITIES, TRANSFORMING LIVES 43



Indicator Goal Unit of Result as of
Measurement September 30, 2010
e e
7 P ps Sig . 4 Partnerships partnerships
development of economic implemented
activities in the PDA area P
8 Number of financial institutions 6 Financial 10 institutions
offering credit in PDA zones institutions
9 N0 B organizations Ui 10 Organizations 25 organizations
access to credit
Number of producer
10 organizations with improved 3 Organizations 3 organizations
credit departments
Percentage of families 10%
11 participating in PDA economic (2,500 families) Families 3747 families (149%)
activities with access to credit !
Number of new formal
12 businesses that buy products 5 Businesses 8 businesses
from PDA
Number of municipal
governments cooperating with 30% - L
13 communities to implement (13 oh('/:?rll(r:r;%arlwlts (3256r;;r)1|0|palltles
services that promote economic municipalities) g °
and social development
Number of communities that
improve their development
category:
a) Percentage of poor category 50% . 182 communities
14 communities improve to the o Communities
. . (67 communities) (269%)
intermediate category
ey |, 2% 12 commuries
gory . P (41 communities) (101%)
to the consolidated category
Number of municipal
governments that increase their
management capacity
a) Percentage of governments 30% 20 governments
15 improve from low to medium (10 governments) Governments (196% )
management capacity
b) Percentage of governments 30% 1 government (48%)
improve from medium to high (2 governments)
management capacity
Number of regional governments Regional > regional
16 committing to the support PDA 2 ove?nments ovgrnments (100%)
until the end of the project 9 9
Number of people (women and
DM IIEIVER) 1D GEnelEy 2,000 Individuals | 3,021 individuals

sensitization processes by
trained community leaders
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Indicator Goal Unit of Result as of
Measurement September 30, 2010
The percentage of board 20%
18 members of grassroots 0 Board members | 125 women (193%)
o (65 women)
organizations that are women
Number of strengthened Women'’s 16 women’s
19 , P 8 o A
women’s organizations organizations organizations (200%)
Percent of women receiving 20%
20 technical assistance activities Women 2,238 women (118%)
iy - (1,897 women)
and the provision of services
21 Number of strengthened 5 Women'’s 7 networks
women’s organizations networks strengthened (140%)
Public works in use and 12 public works
transferred to relevant . N
22 o . . 25 Public works finalized and
organizations for their operation
; transferred
and maintenance
Percentage of total infrastructure
23 investments undertaken by PDA 50% Investments 2,046%
provided for by the Peruvian ($1,912,332) ($39,126,326)
government
PDA: -3.6%
Aguaytia: +2.05%
. - Juanijui: -15.26%
Increase in the rate of positive 0 T1.98%
; il ; amas: +1.98%
24 perception of licit lifestyles in the Percentage

populations of the major cities of
the PDA region

Pucallpa: +9.87%

Tarapoto: -15.96%

Tingo Maria: -8.25%

Tocache: -6.83%

Number of PDA communities

218 communities with

25 with communications processes 200 Communities communications
that promote licit development processes installed
Number of local and regional 32 Local 25 local governments
governments with adequate government (78%)
26 communications management
tools for promoting licit 1 Regional 1 regional government
development government (100%)
PDA: 7.65%
Aguaytia: -3.46%
Increase in rate of positive Juanjui: -4.54%
perception of the PDA program Lamas: 9.22%
27 as an effective option for licit Percentage

development within the program
regions

Pucallpa: 23.05%

Tarapoto: -11.43%

Tingo Maria: 5.2%

Tocache: 25.36%
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PDA Performance Indicators: 2011-2012

Unit of RESIL & B Percent
Description of Indicator Goal June 30, .
Measurement Achieved
2012
1 Licit planting supported 5,655 Hectares 5,836.27 103%
o  Families receiving assistance 3,270 Families 3,342 102%
with productive activities.
3  Jobs generated 14,000 Jobs 15,977 114%
4  Sales generated $37,184,280 $ $55,129,120 148%
5 Cacao: 800 kg/ha 733.5 92%
6  Productivity of licit crops Café: 17 gg/ha 19.7 116%
7 Palma: 15 mt/ha 15.8 105%
Precarious communities 30%
8 improved to the intermediate (11 of 36 Communities 30 273%
development category communities)
Intermediate communities 10%
9 improved to the strengthened (4 of 38 Communities 13 325%
development category communities)
Communities’ administrative o
10 capacity improved from the low 50% (5 0f 10 Governments 6 120%
- - governments)
category to intermediate
Communities’ administrative 30%
11  capacity improved from the (Lof 3 Governments 2 200%
intermediate category to high governments)
Participation by women in 30%
12 : e (981 of 3,270 Women 1,043 106%
productive activities e
beneficiaries)
Private and public sector 8
13 investments leveraged $12,500,000 $ $20,632,737 165%
14 Tingo Maria (45%) 59.4 132%
0, 0,
15 Public perception: percentage Pucallp,a (60%) 59.2 99%
16 of the population that Aguaytia (45%) 40 89%
17 considers illicit crops (coca) as Tocache (65%) % 69.8 107%
18 animpediment to Lamas (80%) 85.2 107%
19 development. Juanjui (70%) 85.4 122%
20 Tarapoto (70%) 79.9 114%
21 Tingo Maria (40%) 46 115%
22 Pucallpa (65%) 66.7 103%
23 PfUt;]“C perc?p_tion:hpercentage Aguaytia (35%) 48.3 138%
of the population that 7 o 3
24 considers PDA as a promoter VEBEENE (00 a2 BIEC L
25 | of development. Lamas (80%) 92.6 116%
26 Juanijui (75%) 87 116%
27 Tarapoto (75%) 82.5 110%
Notes:
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PDA’s M&E system generated all data.

Productivity figures were collected annually, not quarterly.

Leveraged investment indicators include public investment ($16,012,396) and private investment ($4,620,341);
$3,107,345 of private investments is for loans to PDA participants.

Public perception indicators are based on measurement made in March 2012.
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