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A. Pursuant to Section 531 of the Foreign Assistance Act of 1961, 
as amended,
 

the Investment and Export Promotion Project for Peru was authorized 
on
 

September 30, 1991, (the -uthorization"). The Authorization is hereby
 

amended as follows:further 

its entirety and the
 1. Section 1 of the Authorization is deleted in 


following is substituted in lieu thereof:
 

"1. Pursuant to Part II, Chapter 4, Section 531 and to Section
 
as amended, I hereby authorize the
 103 of the Foreign Assistance Act of 1961, 

Export Trade and Development Project ("Project") for Peru, involving planned 

obligations of not to exceed Twenty Seven Million Five Hundred 
Thousand United 

over a six year period
States Dollars (US$27,500,000) in grant funds ("Grant") 


from the date of authorization, subject to the availability 
of funds in
 

accordance with the A.I.D. OYD/allotment process, to help in 
financing foreign
 

The planned life of the
 exchange and local currency costs for the Project. 


Project is seventy eight months f1rom the date of initial obligation."
 

2. Section 2 of the Authorization is deleted in its entirety 
and the
 

following is substituted in lieu thereof:
 

"2. The project consists of the provision of technical
 

assistance to non-traditional exporters in agriculture and industry 
and the
 

services capability of the Association of
enhancement of the export promotion 
Exporters (ADEX) and other export promotion organizations to 

provide sustained
 
The Project will consist of
 export servicee after the end of the Project. 


three components: an export promotion services c.mponont to help identify
 
increase their exports rapidly, a 

export enterprises with the potential to 
component to provide technical assistance to those export enterprises
 

identified for Project support and an agricultural productivity 
improvement
 

focus on the productivity and competitiveness of farmers

component which will 

the production of exportable agricultural products.engaged in 

Except as modified herein, the Authorization remains in full force and
 B. 

effect.
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Export, Trade and Development Project (527-0349)
 
Project Paper Amendment No. 2
 

1. Summary
 

A. Basis for the amendment
 

USAID/Peru amended the Investment and Export Promotion
 
Project on March 15, 1993, to delete the investment component to
 
conform with the provisions of Section 549/599 of the 1993/94
 
U.S. Foreign Operations Appropriations Act (FOAA). The amendment
 
narrowed the focus of the Project to activities contributing to
 

increased exports as a means to the creation of jobs and the
 
generation of foreign exchange earnings through the private
 
sector. The Project was also appropriately retitled "Export,
 
Trade and Development (ETD)."
 

As a complement to the revised ETD Project, the Mission
 
continued to implement 15 activities within the Agricultural
 
Technology Transformation (ATT) Project which promoted the
 
development and use of modern technology to increase agricultural
 
production and productivity. Following an in-depth final
 
evaluation, the Mission and the Government of Peru (GOP) agreed
 
not to extend the ATT Project beyond the PACD of August 31, 1993.
 
Instead, the Mission decided that a few critical, successful
 
Project activities to promote the development and production of
 
exportable agricultural products would be incorporated into the
 
ETD Project.
 

Given the need to focus and concentrate the Mission's
 
portfolio, this decision made imminent sense. Accordingly, the
 
AA/LAC approved this approach in the Mission's FY 1994-1995
 
Action Plan.
 

The goa of the ETD Project remains as shown in the original
 
Project. The goal is to support a rapid and sustainable private
 
sector-led economic reactivation that generates foreign exchange,
 
employment and boosts productivity. The purpose is to generate
 
employment and to increase Peru's exports, primarily non
traditional exports.
 

Consistent with the goal and the purpose, this Amendment
 
adds an Agricultural Productivity Improvement (API) Component to
 
the Project as a vital element to reach the planned targets and
 
contribute to achieving the goal. Thus, the purpose of the API
 
Component is to improve the productivity and competitiveness of
 
farmers engaged in the production of exportable agricultural
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products. By improving productivity, the API Component, together

with other ETD Project components, will improve the
 
competitiveness of Peruvian agricultural products and contribute
 
directly to the Project goal and purpose.
 

The API Component is vital because unless productivity

levels are raised, achievement of the purpose of the ETD Project

will be jeopardized. 
Over time, productive efficiency -
measured in terms of product quantity, quality, prices and
 
marketing services that meet the demands of external markets

is a critical factor affecting competitiveness. In the absence
 
of high levels of productivity, Peru's farmers 
-- who have the

potential to participate in external markets but lack the
technical and financial resources to deal with the problems

affecting the use of their productive means -- will not compete

successfully.
 

The API Component will help farmers increase their

productivity through a mix of technical assistance, use of

improved technologies (such as certified seed and rootstock),

application of the findings of adaptive research on exportable

crops, workshops, and credit to acquire the necessary productive

technologies.
 

Other factors that affect the competitiveness of Peru's

agricultural exports, such as the appropriate exchange rate and
related agricultural policies, are being addressed through

mechanisms and policy dialogue outside the scope of this

amendment. 
In this respect, USAID/Peru is collaborating closely
with other donors, such as the World Bank and the Interamerican

Development Bank, as well as undertaking sector policy dialogue
with the GOP through its 1993-95 Title III program. Part II

provides more detailed information about the policy dialogue

agenda related to the Project.
 

The design of the API Component is based on the findings and

recommendations of the ATT Project evaluation and an 
internal

analysis on the status of the Project. The evaluation is

included as Annex B to this Project Paper Amendment.
 

B. Scope of the Amendment
 

The scope of the ETD Project will be expanded to add a
series of inter-linked activities under the API Co.nponent. 
 All
of the proposed activities revolve around the overall original

ETD Project purpose of generating employment by increasing
 
exports.
 

During 1992/93 the existing ETD Project is undertaking

multiple activities related to increased exports. 
ADEX (ETD's

Grantee) has organized seminars, workshops and courses to promote

non-traditional exports. In the agricultural sector, the
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following topics were covered: the introduction of improved dry

bean export varieties; hot water treatment to control nematodes
 
in garlic; market linkage for asparagus and mango; and the
 
identification of new export products such as grapes and
 
strawberries. Negotiations are underway for the establishment of
 
an Animal and Plant Health Inspection Service (APHIS) office in
 
Peru to advise local exporters on U.S. requirements fo: fresh
 
agricultural products and develop activities required for the
 
inclusion of new products in the U.S. admissible list. For the
 
light industries sector, courses were held on pattern-making for
 
apparel and new casting techniques for jewelry; sustainable
 
management of tropical forests and market potential for new wood
 
varieties. Peru's metalworking industry market potential was
 
also assessed. In tLie fisheries sector, seminars were held to
 
introduce the Food and Drug Administration's Hazard Analysis and
 
Critical Control Point (HACCP) quality control system; the
 
shellfish farming industry was evaluated to determine the
 
potential of new export products such as abalone and scallops;

and the Peruvian fishing fleet is being studied to determine what
 
improvements are needed.
 

The design of a Monitoring and Tracking System to determine
 
ETD Project impact is underway and a Commercial Information
 
System being developed, considered critical to the Project's
 
success, to strengthen ADEX's Information and Documentation
 
Center (CID). Another ETD Grantee, the International Executive
 
Services Corps (IESC), has provided short-term experts (retired

U.S. executives) for one-two month periods to select export

product-oriented companies which need assistance.
 

The purpose of the API Component is to improve the
 
productivity and competitiveness of farmers engaged in the
 
production of exportable agricultural products. By improving

productivity, the API Component, together with other ETD Project

components, will improve the competitiveness of Peruvian
 
agricultural products and contribute directly to th'e Project goal

and purpose. Productivity improvement will be measured in terms
 
of product quantity, quality, prices and the efficiency of
 
marketing services that meet the demands of external markets.
 
The key indicator to measure competitiveness will be the increase
 
in volume of agricultural exports as a result of the various
 
activities under the ETD Project.
 

This purpose will be achieved through three inter-linked
 
activities, and together will reinforce the activities currently

being implemented under the existing ETD Project. The new
 
activities under the API Component, which integrally will promote

agricultural production and productivity of exportable products,
 
are summarized below.
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1. 	 Production Technologies. The Project will support

private sector efforts in two areas: 
(a) Seed and
 
Rootstock Certification through the existing private

national seed system and through a network of fruit
 
nurseries on the Coast, and (b) Technology Transfer
 
through private research stations, commodity groups,

private producer associations, and commercial
 
enterprises.
 

2. 	 Production and Business Development Financing. The
 
Project will provide assistance to: (a) set up a pilot

rural financial institution (Caja Rural) and export
oriented, community-based agricultural enterprises; and
 
(b) establish lines of credit through the Caja Rural
 
and the commercial banking system using a $10 million
 
GOP contribution from local currency generated under
 
the P.L. 480 Title III program. This amount is
 
expected to leverage another $31 million from the
 
banking sector, as discussed in Part IV of this
 
Amendment.
 

3. 	 Human Resource Development. The Project will provide

support to the Instituto Nacional de Desarrollo Agro-

Industrial (INDDA), 
to the National Agrarian University

at La Molina (UNALM), to regional universities on the
 
Coast, and to technical schools (e.g., Instituto Rural

Valle Grande) in the development, strengthening and
 
implementation of academic and non-formal training

curricula and programs related to fruit and vegetable

production, integrated pest management, post-harvest

handling, agro-processing, and agribusiness management.
 

C. 	 Project Termination Date
 

This 	Amendment extends the termination date of the ETD
 
Project by one year, from March 31, 
1997 	to March 31, 1998. This
 
extension is necessary to offset the time lost in implementing

the original Project due to unforeseen political and security

events which delayed the procurement and provision of technical
 
services. These events include: 
 (a) the dissolution of the
 
Peruvian Congress on April 5, 1992, which caused a temporary

suspension of assistance to Peru; and (b) the surge in bombings

in Lima in mid-1992, which delayed the arrival of the planned

short-term technical experts under the Project.
 

D. 	 Funding Requirements
 

This Amendment increases the LOP funding by $8 million from

the currently authorized level of $19.5 million to $27.5 million.
 
The $8 million will finance dollar and local currency costs for

the activities summarized above. 
This and the GOP contribution
 
'llI be used for the API Component as follows:
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USAID/ Cost Total 
Project Ulement Peru Sharing & (US5000s)

Counterpart 
1. Cooperative Agreement
 
Grants with NGOs/Voundation:
 

A. Production Technologies:
 
1. 	 Seed and Rootstock
 

Certification 1,135 1,135
 
2. 	 Technology Transfer 1,655 1,655
 

B. Production/Business Development
 
(Cale Rural, ACDI/TechnoServe) 2,800 10,413 13,213
 

C. Human Resources Development:
 
Local Training, ST TA & pilot
 
packing plant for training 473 473
 

D. 	Implementation Coots 1,465 1,465
 
Sub-total 7,528 10,413 18,941
 

2. A.I.D. Imploementation Costs:
 
A. PSC Project Coordinator 310 	 310
 
B. PSC Secretary 	 58 58
 
C. Zvaluations 104 104
 

Sub-total 472 472
 

Total 	 6,000 10,413 18,413
 

E. Implementation Arrangements
 

Current management, monitoring and implementation
 
arrangements under the existing components of the ETD Project
 
will continue. For the API Component, appropriate mechanisms
 
will be used based on the experience gained in the implementation
 
of the ATT Project. These mechanisms include: (1) Cooperative
 
Agreements (CAs) with selected non-governmental organizations
 
(NGOs) and/or foundations to coordinate and implement activities
 
listed under Project Element 1 in the above table and (2)
 
Personal Services Contracts (PSCs) with a technician specialized
 
in agronomy/agribusiness and a bilingual secretary to assist the
 
Mission in monitoring the technical and financial aspects of the
 
API Component. Part VII (Analyses) provides detailed information
 
about the NGOs which will participate in the implementation of
 
the API Component.
 

Under the substantial involvement- provisions of the CAs,
 
USAID/Peru will concur with the hiring of key Project personnel
 
for these selected implementing organizations and key procurement
 
actions, the value of which will be determined during the CA
 
negotiation process. In addition, the NGOs/foundations will
 
submit semi-annual workplans for Mission review and approval.
 

Local NGOs/foundations will be used to coordinate and
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Local NGOs/foundations will be used to coordinate and
 
implement the above activities for two reasons: (1) significantly

lower cost than those related to a consulting firm and (2)

potential for these non-profit institutions to secure funding
 
from 	other donors to further promote agricultural development
 
after ETD Project funding terminates.
 

F. 	 Project Paper Amendment Approval Factors
 

1. 	 A.I.D./W Concurrence. The proposed amendment to the
 
Export, Trade and Development Project was included in
 
the USAID/Peru FY 1994/1995 Action Plan, which A.I.D./W
 
reviewed on July 2, 1993. Per State 217455
 
(classified) of July 17, 1993, the AA/LAC concurred
 
with 	the Mission's plan to aiend the Project as
 
proposed and delegated authority to the Director,
 
USAID/Peru, to authorize the amendment. The cable does
 
not contain any specific suggestions on the design of
 
the amendment.
 

2. Project Analyses. The Revised Project is based on the
 
evaluation of the ATT Project (attached as Annex B to
 
this 	paper) and the day-to-day implementation
 
experience of Mission personnel. As an amendment and
 
as an integral part of the recently initiated ETD
 
Project, the technical, economic, social soundness, and
 
environmental analyses contained in the original

Project design are still valid. Part VII of this Paper

complements the existing institutional analysis to
 
include information on the NGOs/foundations. Part V
 
(Implementation Plan) contains suggested criteria to
 
select local NGOs which will participate in the
 
implementation of most of the activities under the API
 
Component.
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1I. hMendment Background and Problem Statement
 

A. Background
 

The approval of the original ETD Project assumed
 
continuation of assistance under the ATT Project to boost the
 
productivity of farmers with the potential to produce
 
agricultural products for export. However, the GOP and the
 
Mission agreed that the ATT Project should be terminated on its
 
PACD of August 31, 1993. A decision was made, however, to
 
incorporate into the ETD Project some key activities carried out
 
under the ATT Project which are required to help farmers increase
 

The selection of these activities is
production for export. 

based on an independent evaluation of the implcmentation
 
experience of the ATT Project from its outset through April 1993.
 

The proposed activities to be incorporated into the ETD
 
Project respond to the continuing difficulties which Peruvian
 
farmers face as they attempt to increase their productivity and
 
incomes. Peruvian agricultural production is widely diverse in
 
the land bare!, types of farmers, agro-climatic zones, sizes of
 
farms, and product traits. Thus, demand for agricultural
 
production services and technology also is broad and diverse.
 
Each of the many types of production requires its own adaptation
 
of technologies. Accordingly, improved seed, technological and
 
farm management information, land improvements, appropriate water
 
use, improved agronomic practices, more profitable input mixes
 
and marketing assistance must be sufficiently varied to
 
accommodate a wide range of production schemes.
 

Yet, as documented in numerous studies, the private and
 
public sector institutional base providing agricultural
 
technology generation and transfer, input supply, and output
 
marketing services to this diverse agriculture is limited in
 
scope, responsiveness and capability. Indeed, public sector
 
support for these activities has nearly disappeared in recent
 
years.
 

B. The Problem
 

The GOP seeks more rapid equitable increases in agricultural
 

output and rural incomes. Such increases can be achieved by: (1)
 
(2)
incorporating more land into agricultural production; 


increasing the efficiency in the use of existing factors (land,
 

labor, capital, management) utilized in the agricultural
 
production system; or (3) a combination of the above.
 

Land expansion options for Peru are limited and generally
 
very costly, and often are negative relative to returns. For
 
example, major irrigation schemes currently under way cost from
 
$7,000 to $15,000 per hectare of land brought under production.
 
Potential returns are insufficient in most cases to amortize more
 
than a small portion of these high development costs.
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Agricultural production on existing land generally is highly
 
inefficient in terms of factor productivity because of low levels
 
of improved technology use. Peruvian crop yields (with some
 
exceptions, such as rice) are among the lowest in Latin America;
 
irrigation water use efficiency often is no more than one-third
 
that which is technically feasible; and unit costs of production
 
for most producers of major crops compare very unfavorably with
 
those of other countries and with the few efficient producers in
 
Peru.
 

In contrast to the high cost of land expansion, studies show
 
that costs of increasing factor use efficiency through adoption
 
of improved production technology on a large proportion of
 
Peruvian farmland potentially is quite low compared to returns.
 
Clean and improved seed varieties for a number of basic crops
 
(potatoes, wheat, corn) increase yields by 25 to 200 percent,
 
requiring only minor changes in use of other inputs and cultural
 
practices. Despite these benefits of technological changes, few
 
Peruvian farmers have adopted them because of lack of efficient
 
extension services and high cost. Less than five percent of all
 
farmers use certified seed, and only one-fourth use chemical
 
fertilizers or pesticides of any kind. Most Sierra farmers do
 
not adopt or maintain soil and water conservation measures, and
 
irrigated-land farmers continue inefficient on-farm use of water.
 

In sum, a basic problem limiting more rapid agricultural
 
output is inefficient factor use because of low adoption of
 
improved production technologies. Not only should current
 
improved production technologies be adopted, but new technologies
 
must be continually generated in an on-going process. Production
 
technology, especially that embodied in improved seed,
 
deteriorates and becomes outdated, inefficient and ineffective.
 
Once halted, the technology generation process is slow and
 
expensive to revive. This Amendment to the ETD Project will deal
 
with this problem in order to increase the productivity of
 
farmers engaged in producing for export.
 

C. 	 Constraints to Increased Use of Improved Productivity
 
Technologies
 

Prior Mission documents have identified the major
 
constraints to increased adoption of improved productivity
 
technologies as follows:
 

o 	 structural, human resource and institutional weaknesses
 
within the agricultural technology transfer system
 

o 	 inadequate infrastructure for both domestic and export
 
marketing
 

o 	 unsupportive policy environment
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o limited profitability of agricultural production
 

o inadequate financing of production
 

The API Component will help to address the institutional/
 
technical constraints by facilitating the transfer of technology
 
mainly through the private sector. The existing components of
 
the ETD Project are addressing the marketing and, to some extent,
 
the policy constraints affecting the exports of Peruvian
 
agricultural products. By promoting the production of profitable
 
crops (e.g., asparagus, mangoes) demanded by international
 
markets as well as the provision of financing for improved
 
technology use, the remaining two constraints mentioned above
 
will be dealt with. Specifically, within the above groups the
 
API Component will address the following problems:
 

1. Weak demand-supply linkages that affect the transfer of
 
agricultural production technologies. Given Peru's
 
difficult economic situation, the GOP's capability to
 
continue to provide assistance to agricultural research and
 
extension has declined drastically. As a result, there is a
 
significant gap between technology needs and technology
 
generation and dissemination. The on-going INIA national
 
commodity programs (that in the past have focused primarily
 
on seed improvement) do not provide a sufficiently broad
 
range of research results or technical backstopping for the
 
transfer function to be broadly responsive to farmers'
 
needs. To fill the vacuum, the private sector has begun to
 
assert itself in research and extension. Farmer
 
organizations now have an improved understanding of their
 
member needs, and input suppliers are beginning to recognize
 
that they must provide technological information with the
 
sale of improved inputs if input use is to expand.
 

Agricultural markets have not effectively communicated their
 
demand to producers which in turn would increase the
 
profitability of production, thereby encouraging technology
 
improvement in order to increase yields. Farmers will not
 
increase the use of modern (and expensive) technology unless
 
there is adequate incentive provided by the market to reward
 
them for the investment.
 

Further, farmer organizations are relatively inexperienced.
 
Their objectives, strategies, organizational forms, types of
 
support services, and ability to serve farmer interests and
 
needs are still evolving. At the national level, the need
 
to provide economic services often is confused with the
 
desire to increase organizational membership to support the
 
lobbying function. At the same time, both national and
 
local-level organizations, whether organized along commodity
 
or geographic lines, have a significant interest in
 
providing producer services. Lack of experience and
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knowledge about marketing options, as well as limited human
 
and financial resources, hampers the scope and effectiveness
 
of these organizations' technology transfer efforts.
 

The API Component -- through technical assistance, training
 
and NGO implementation efforts -- will deal with these
 
problems.
 

2. Limited financial support for technology adoption.
 
Studies carried out during the design of the ETD Project, as
 
well as several other recent studies, conclude that a major
 
impediment affecting the productivity of farmers engaged in
 
production for exports is their limited access to credit,
 
both to obtain productive inputs and to cover working
 
capital needs. This problem is compounded by the
 
dismantling in recent years of the principal financial
 
institution (the Banco Agrario del Peru) that used to serve
 
the farming sector. The local currency credit lines and
 
support to a pilot Caja Rural will help to address these
 
problems.
 

3. Weaknesses in training for technology transfer. The
 

ability of Peruvian universities and technical schools to
 
provide relevant training in a more dynamic technology
 
transfer system is constrained primarily by the lack of
 
adequate and effective linkages into the broader national
 
and international agricultural scientific community and into
 
Peruvian agricultural production systems. The API Component
 
will help address these problems through the establishment
 
of relevant curricula and training of farmers and
 
agricultural technicians in technology transfer and agri
business approaches, particularly as they relate to
 
production for export.
 

Policy constraints which affect Peru's prospects of
 
increasing exports are being addressed in several ways. Within
 
the ETD Project, policy dialogue and reform is conducted through
 
the Export Sector Panel (ESP) comprised of representatives from
 
the Exporters Association (ADEX), National Society of Industries,
 
Lima Chamber of Commerce, the Association of Small and Medium
 
Industrialists of Peru (APEMIPE), the Ministry of Industry,
 
Commerce and Tourism, and USAID. The ESP meets on a quarterly
 
basis to articulate to the GOP the interests of exporters and
 
identify specific regulatory and operational problems
 
handicapping exporters.
 

A technical panel with representatives of the above
 
organizations has also been formed to implement the decisions of
 
the ESP. Currently, a study on the effects of the Peruvian draw
back system is underway to determine the impact on the GOP's
 
budget. Through the auspices of the ESP, an arbitration center
 
to settle international and local commercial disputes will be
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established in September 1993 within the Lima Chamber of
 

Commerce.
 

In spite of limited to non-existent financing for
 
agricultural operations, the GOP has embarked on an ambitious
 
plan to develop Cajas Rurales to replace the defunct Agricultural
 
Bank of Peru. As part of the Mission's policy dialogue on credit
 

this Project, we will insist that rural financing be
through 

provided at market rates and that banking criteria be used in the
 

ACDI/TechnoServe pilct Caja Rural activities and in COFIDE lines
 

of credit.
 

The Mission is presently carrying out agricultural sector
 
policy dialogue with the GOP through its P.L. 480 Title III
 
program. This dialogue is focussed on three major topics
 
(Internal Marketing, Agricultural Exports, and Technology
 

a reduction of
Transfer) and includes such specific issues as: 

variable surcharges on imports of agricultural commodities; the
 
privatization of the GOP marketing agency (ENCI); making the
 

a
Anti-Monopoly Law effective; determining the feasibility of 

Peruvian commodity exchange; improving the regulatory environment
 
for agroexports; support the privatization of the GOP's
 
agricultural research stations; and passage of a Seed Law.
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III. 	API Component Strategy
 

A. 	 The Strategy
 

Consistent with the goal and the purpose of the ETD Project,
 
this Amendment Number 2 adds an Agricultural Productivity
 
Improvement(API) Component to the Project as a vital element to
 
reach the planned targets and contribute to achieving the goal.
 
The proposed activities will do this by improving productivity on
 
a sustained basis and competitiveness of farmers engaged in the
 
production of exportable agricultural products.
 

The strategy focusses on the transfer of technology through
 
the private sector. It seeks to optimize the use of private
 
institutions supported by the ATT Project, such as the
 
Departmental Seed Committees (CODESEs), commercial firms, NGOs/
 
foundations, and producers associations as technology transfer
 
mechanisms to help farmers produce for export. By utilizing
 
private sector entities, the activities proposed under the API
 
Component will help to fill the vacuum left when GOP funding for
 
public sector research and extension and related technology
 
transfer activities was considerably reduced. Such mechanisms
 
will also alleviate the budgetary burden of the public sector.
 

The proposed activities will build on the experience gained
 
during the implementation of the terminated ATT Project, as
 
reflected in the aforesaid evaluation.
 

S. 	 Relationship of the Revised Project to the A.I.D.
 
Strategy and Other USAID-Sponmored Activities
 

The ETD Project is an important element of USAID/Peru's
 
Strategic Objective No. 2: "To help Peru attain sustainable
 
economic growth led by the private sector." It also responds
 
directly to Strategic Sub-Objective No. 2.1: "expanded
 
participation in and efficiency of domestic and export markets."
 

Further, as part of the ETD Project, the API Component also
 
complements nicely USAID/Peru efforts to support activities that
 
promote economic stability, economic growth, and employment
 
generation. Some of these activities include balance of payments
 
assistance and P.L. 480 programs to help the GOP with its serious
 
foreign exchange shortages.
 

C. 	 Other Donor Programs
 

Currently, there are no other donor programs directly
 
promoting the development and productivity of farmers producing
 
for exports. The World Bank and the Interamerican Development
 
Bank, however, are planning projects in the areas of agricultural
 
research and rural infrastructure which will have an impact on
 
the production and marketing of agricultural products,
 
USAID/Peru maintains a dialogue with representatives of these
 
organizations to coordinate the provision of assistance.
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IV. PROJECT AKZNDMENT DESCRIPTION
 

A. Project Goal and Purpose
 

The goal of the Project remains as shown in the original
 

Project: To support a rapid and sustainable private sector-led
 
economic reactivation that generates foreign exchange, employment
 

and boosts productivity. The purpose was changed through
 

Amendment 1 to the Project Authorization which deleted the
 

investment component and retitled the project "Export, Trade and
 

Development (ETD)." Per that amendment, the Project purpose is
 

to generate employment and to increase Peru's exports, primarily
 

non-traditional exports.
 

Consistent with the goal and the purpose of the Project,
 

this Amendment Number 2 adds an Agricultural Productivity
 

Improvement (API) Component to the Project as a vital element to
 

reach the planned targets and contribute to.achieving the goal.
 

Thus, the purpose of the API Component is to improve the
 

productivity and competitiveness of farmers engaged in the
 

production of exportable agricultural products.
 

By improving productivity, the API Component, together
 

with other ETD Project components, will improva the
 
competitiveness of Peruvian agricultural products and contribute
 

directly to the Project goal and purpose. Productivity
 
improvement will be measured in terms of product quantity,
 

quality, prices and the efficiency of marketing services that
 

meet the demands of external markets. The key indicator to
 

measure competitiveness will be the increase in volume of
 

agricultural exports as a result of the various activities under
 
the ETD Project.
 

This purpose of the API Component will be achieved through
 

three inter-linked activities which, together, reinforce the
 

activities currently being implemented under the existing ETD
 
Project. The new activities under the API Component, which
 

together will promote agricultural production and productivity of
 
exportable products, are detailed below. These are based on the
 
findings of the ATT Project evaluation contained in Annex B of
 
this paper and the wealth of day-to-day experience gained by
 

USAID personnel and the local foundations which participated in
 

the implementation of that project.
 

The Logical Framework attached to this Amendment as Annex A
 

provides detailed information about the planned End of Project
 

Status (EOPS), the outputs, and the inputs for the API Component
 

of the ETD Project. These are also discussed immediately after
 

the description of the API Component activities.
 

As indicated previously, the activities proposed under the
 
API Component were not included in the original design because
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they were being carried out as part of the ATT Project, which has
 

terminated.
 

9. Detailed Description of the API Component
 

The API Component will provide funds to finance technical
 
assistance, training, commodities, the establishment of financing
 
mechanisms for export activities, and other implementation costs
 
under three activities, namely: Production Technologies,
 
Production and Business Development Financing, and Human Resource
 
Development. Marketing assistance to farmers engaged in the
 
production of exportable agricultural products is already
 
included as part of the institutional contract funded under the
 
existing ETD Project.
 

1. Production Technologies
 

Under this activity, the Project will support
 
private sector efforts in two areas: (a) Seed and Rootstock
 
Certification and (b) Technology Transfer. These efforts are
 
inter-linked and are required to develop exportable agricultural
 
products from Peru.
 

a. Seed and Rootstock Certification
 

(1) Overview
 

Good seed is the core of productivity improvement. However,
 
genetic improvement has little value until the improved seed is
 
used by farmers. This requires a separate chain of actions by
 
producers, processors, and distributors. Farmers cannot
 
determine solely by observation the genetic composition and
 
quality of the seed. Certification programs are needed to assure
 
the buyer that seed is of high quality. Certification can be
 
provided by the users, acting collaboratively through crop
 
improvement programs, by the government, or by the private seed
 
industry. There are strong reasons for selecting the seed
 
industry to perform this work.
 

Based on the implementation experience under the ATT
 
Project, seed multipliers/distributors are as interested as the
 
farmer-client in assuring the quality of the seed sold.
 
Guaranteed high-quality seed helps increase the use of purchased
 
seed and expands the market. When certification is identified by
 
a recognized label known and used for only high-quality seed by
 
all seed multipliers/distributors, then all have a stake in
 
assuring that only high-quality seed is distributed. One lot of
 
poor quality seed can affect the reputation and sales of seed
 
multipliers/distributors.
 

Both the public and private sectors of the Peruvian seed
 
industry have responded to regional ,"riations and differential
 

14
 



commodity demand. A number of medium to large firms,
 

representing foreign and domestic seed sources, concentrate on
 

lucrative markets in Coastal agriculture, where more than 80
 

percent of the area in cotton, hard corn and rice is grown with
 
The Selva, which is rapidly becoming a major
certified seed. 


producer of rice and corn, also relies largely on certified
 

purchased seed. In contrast, less than 15 percent of the wheat,
 

barley, soft corn, and grain legumes in the Sierra are planted
 

with certified seed.
 

Seed certification services have been provided by both the
 

public and private sectors. However, the GOP Ministry of
 

Agriculture (MOA) has privatized its seed certification
 
activities. Currently, all such activities are handled by non

governmental organizations and private commercial firms.
 

Certification services formerly carried out by the MOA are now
 

provided by the non-profit National Seed Commission. The
 

Commission operates through departmental seed committees known as
 

CODESEs, established in nine locations in Peru on the basis of
 

the agricultural production potential. These CODESEs, and the
 

seed they are now specialized in certifying, are as follows:
 

o CODESE Piura - cotton, rice
 
o CODESE Chiclayo - rice, corn, cotton
 
o CODESE La Libertad - rice, wheat, potatoes
 
o CODESE Lima - cotton, corn, pulses 
o CODESE Ica- beans, cotton, corn
 
o CODESE Arequipa - rice, potatoes, wheat, oats, barley
 
o CODESE Cuzco - corn, potatoes, wheat
 
o CODESE Apurimac - potatoes, wheat
 
o CODESE San Martin - rice, corn
 

Although these CODESEs have been focussing primarily on the
 
certification of seed for traditional products for domestic
 
consumption, the proposed technical assistance under the API
 
Component will help them to certify seed for export products,
 
such as vegetables. Further, the API Component will provide
 
funds through selected NGOs/foundations to work with the CODESEs
 
in establishing germplasm banks in strategic Coastal locations
 
(e.g., Fundaci6n Hualtaco and Vivero San Carlos in Huaral) to
 
provide the required rootstock for the production of high-quality
 
exportable products, such as mangoes, chirimoya, pepino dulce,
 
melons and avocados.
 

In addition, a number of private firms presently producing
 
seed for sale to farmers should be incorporated into the
 
certification process by the concerned departmental CODESE.
 

(2) Planned Assistance and Expected Results
 

Continuation of this activity under the ETD Project is
 

essential in order to further develop Peru's private sector
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potential to produce seed which farmers can use to attain high
 

levels of efficiency in the production of export crops. Thus,
 

the Project will seek to strengthen the seed supply system,
 

especially the phases of commercial multiplication, conditioning,
 

storage, quality control and distribution, in order to gain
 

widespread use of improved varieties. The focus will be on
 

increasing the availability and use of certified seed for export
 

The specific varieties of seed will be determined by a
crops. 

market analysis to be conducted under the market development
 

Further, assistance will
activities of the original ETD Project. 

be provided to prepare the marketing regulations for the existing
 

seed law.
 

Significant progress has been achieved under the ATT Project
 

in the institutionalization of the certified seed system.
 

However, most of the nine CODESEs still need some financial
 
assistance to cover limited operational expenses until they are
 

able 	to generate sufficient revenue to become self-sustaining.
 

As indicated below, all of the CODESEs are expected to become
 

self-sustaining by the Project termination date on the basis of
 

fees collected from their seed certification services.
 
Currently, two of the CODESEs are generating enough income to
 

cover all of their expenses and the rest generate between 10 to
 

50 percent of their needs. The Project will provide some
 

financial support on a declining basis to help those CODESEs
 

attain self-sufficiency.
 

Through technical and financial assistance, the following
 
3OP will be achieved:
 

The national seed system will be fully functioning and
o 

will be financially self-sustainable. This EOPS will
 

be measured by the number of private firms engaged in
 

developing and selling certified seed, including seed
 
for exportable products, to farmers, and the volume of
 
sale of such seed.
 

o The existing nine CODESEs will have expanded their
 
linkages with private sector seed producers and
 
increased the volume of sale of certified seed to
 
farmers, thereby assuring their financial
 
sustainability.
 

o 	 Sufficient certified seed will be available to meet the
 

demand of farmers engaged in the production of
 
exportable products.
 

o 	 Private sector commercial firms will have increased
 
their investment in seed multiplication/distribution by
 
at least 25 percent.
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o Four germplasm banks providing certified rootstock to
 
private nurseries will be fully operational on the
 
Coast.
 

To attain these EOPS, the Project will produce the following
 

major outputs:
 

o 	 Eighteen demonstration plots will be established yearly
 
by the CODESEs to show increased yields resulting from
 
the use of certified seed and to disseminate
 

technologies to farmers with potential to produce crops
 

for export.
 

At least 4,000 metric tons of high-quality seed will be
o 

certified yearly by the Project termination date.
 

o 	 Eighteen workshops per year will be held for seed
 
multipliers/distributors, farmers and CODESEs' staff.
 

Attaining the above activity EOPS and outputs assumes that
 

the MOA will continue to support the private seed system and stay
 

out of the seed certification business.
 

(3) 	Inputs
 

The inputs required to reach the above outputs related to
 

seed certification include the following:
 

-- Technical Assistance. The Project will provide funds to 

contract the services of external experts for approximately
 
18 person-months in seed production technologies and
 
distribution to work with the CODESEs, private seed
 
multipliers/distributors and farmers in solving problems
 
related to the production and use of seed for export crops.
 
Six months of such services are expected to be provided each
 

yrar 	during the implementation period of the API Component.
 
The services of these short-term experts will be contracted
 
directly by the NGO/foundation which will manage and
 
coordinate the implementation of certain activities, as
 
described in the Implementation Plan, Part V. of this PP
 
amendment.
 

-- Training. The Project will provide funds to cover the
 
costs of 18 workshops per year on seed production
 
technologies, planting techniques, seed varieties,
 
demonstration plots, etc. These workshops will be planned
 
and conducted by the National Seed Commission, in concert
 
with 	the CODESEs. The aforesaid experts will assist the
 
Commission in planning and conducting the workshops. Funds
 
will 	be provided to cover the workshop costs through the
 
Cooperative Agreement with the previously mentioned
 
NGO/foundation.
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-- other Coats. The Project will provide funds to help
 
seven of the nine CODESEs with their operational expenses on
 
a declining basis until they attain self-sufficiency by the
 
Project termination date. This fina.1cial assistance will
 
also be channelled through the selected NGO/foundation.
 

b. Technology Transfer
 

(1) Overview
 

Peru's public research and extension services to producers
 
has been declining steadily over recent years, primarily because
 
of the GOP's critical budgetary situation which has not allowed
 
the payment of salaries to retain personnel and support the
 
operations of the institutions involved in the system.
 
Currently, the extension staff in the public sector is estimated
 
at under 100 persons, down from some 1,400 persons prior to 1986.
 

Similarly, the research and extension capability of Peru's
 
university system has been eroding, also as a result of central
 
government budget cuts. Generally, the research facilities in
 
the universities are not being used for lack of financial
 
resources, with their extension services practically non
existent.
 

The vacuum left by the decline of the GOP and university
 
research and extension systems is now being filled to some extent
 
by the private sector, particularly by non-governmental
 
organizations. The ATT Project provided some support for
 
research and extension activities through FUNDEAGRO (Fundaci6n
 
para el Desarrollo del Agro), the Instituto Nacional de
 
Investigaci6n Agraria (INIA) and the Universidad Nacional Agraria
 
at La Molina (UNALM). However, such assistance has been
 
terminated with the closing of the ATT Project in August 1993.
 
Further support to selected private sector organizations engaged
 
in research and technical assistance activities is needed to
 
assure that the required technologies reach the farmers engaged
 
in the production of exportable agricultural products.
 

In addition, commercial enterprises which supply inputs for
 
agricultural production can be effective vehicles for the
 
transfer of technology. Yet, this cost-effective delivery
 
mechanism is not often used in Peru.
 

Although an attempt was made under the ATT Project to use
 
selected private sector firms to further promote the transfer of
 
technologies to farmers, only producer associations were used.
 
The API Component will continue to use producer associations, but
 
will also re-orient the approach to facilitate the participation
 
of commercial firms in providing farmers with improved
 
technologies to increase agricultural production for export.
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Within the scope of this re-orientation, the API Component
 

will also provide assistance to promote the establishment and/or
 
strengthening of the facilities known in Peru as "Centros de
 
Acopio." Briefly, the key function of these Centers is to
 
collect and classify agricultural products for marketing. The
 
API Component will provide assistance in the installation of
 
packing equipment already provided to agricultural producers by
 
the GOP. Thus, with minor assistance, these Centers will be able
 
to carry out product classification, packing and quality control
 
processes of products for export.
 

The establishment of properly equipped Centros de Acopio
 
will represent a significant Project response to the problem of
 
inadequate volume of high-quality products for export. Since
 
many farmers will route their production through such Centers,
 
which will also handle the marketing effort, their sale effort
 
will be eased. In addition, these Centers will facilitate the
 
acquisition and distribution of productive inputs (technology
 
transfer) by farmers through the bargaining power that the
 
members of the Centers represent. By the Project termination
 
date, these Centers will be self-sustaining.
 

Implementation of assistance to the Centros de Acopio will
 
be handled by the selected NGO/foundation who will coordinate
 
closely with ADEX the assistance to be provided to establish the
 
centers. Once established, the NGO will continue to work with
 
ADEX to help the centers implement their important marketing
 
function.
 

(2) Planned Assistance and Expected Results
 

The provision of research and technical assistance through
 
the private sector will be carried out through a qualified
 
NGO/foundation. The selected institution will develop a yearly
 
plan that enlists the participation of private sector entities
 
and individuals to implement research and technical assistance
 
actions which directly contribute to the production of exportable
 
products.
 

The research aspects will build on the progress made under
 
the recently terminated ATT Project. Funds will be made
 
available through the NGO/foundation for competitive research
 
grants to individual researchers and/or to teams of researchers
 
who have obtained or can obtain access to research facilities and
 
who will be carrying out applied research in subject areas and/or
 
commodities not covered by and/or with high complementarity to
 
research activities.
 

The NGO/foundation will seek the participation of farmer
 
organizations, agri-businesses and firms marketing agricultural
 
inputs to support certain kinds of research. Thus, a proportion
 
of the funds available for this activity will be reserved for
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proposals that include cost-sharing from such sources in order to
 
encourage private sector participation in research aspects
 
related to the development of the range of exportable
 
agricultural products, either raw materials or processed. Also,
 
the institution providing the cost share may submit the proposal
 
and subsequE ,tly make the award or awards to researchers they
 
select.
 

The mechanism developed under the ATT Project for review and
 
approval of proposals will continue to be used. Briefly, the
 
NGO/foundation will form ad-hoc panels on a case-by-case basis to
 
evaluate each research proposal.
 

The technical assistance aspect of this activity will also
 
be managed and implemented by the NGO/foundation which will use
 
the expertise already available in-country to help farmers
 
engaged in the production of exportable products deal with
 
specific production problems. Implementation will be demand
 
driven. In essence, it is planned that the NGO/foundation will
 
establish a roster of agricultural specialists or technical
 
resources which farmers can tap to solve specific problems. The
 
specialized areas for which expe-t assistance ill be available
 
include: water management, plant pathology, production
 
techniques, the use of high-yielding certified seed, soils and
 
sound soil conservation practices, marketing of agricultural
 
products, sources and financing mechanisms of productive inputs.
 

Initially, Project funds will cover up to one-half of the
 
costs of such assistance, with participating farmers covering the
 
balance. After the Project termination date, this extension
 
service will be expected to be self-sustaining. In this respect,
 
the NGO/foundation will set a fee structure to assure that
 
Project contributions decline gradually until the user assumes
 
100 percent of the costs. Since the farmers engaged in the
 
production of exportable products are expected to be the most
 
progressive and technologically conscious group in Peru's
 
agricultural sector, this self-sustainability target is highly
 
feasible. Funding will be provided to cover the costs of
 
approximately 36 person-months of short-term services to farmers.
 

Also, producers' associations and commercial firms will be
 
used as vehicles for technology transfer. Examples of
 
associations which will be used include: Fundaci6n Huatalco,
 
Subsuelo Motupe, CAU La Esperanza, Instituto Rural Valle Grande,
 
Asociaci6n de Agricultores de ICA, and the Centro Hortofruticola
 
de Zonas Aridas.
 

Examples of commercial enterprises include Bayer and
 
Occidental Petroleum which handle agro-chemicals for agricultural
 
production. Although no assistance will be provided to
 
commercial firms, the NGO/foundation will enlist their
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cooperation to help farmers with their production problems. In
 

the case of producers' associations, the NGO/foundation will
 

provide some financial support so they can carry out for their
 

members training workshops on productive technologies and
 

establish demonstration plots using certified seed and related
 

productivity improvement technologies. The feasibility of using
 

INIA "privatized" research stations will also be explored.
 

Through technical and financial assistance, the following
 

ZOPS will be achieved:
 

o 	 The existing private agricultural research system will
 
have been strengthened and will be operating on a cost
shire basis. The success of this system will be
 
measured by the extent of the participation of private
 
firms in the financing of the research proposals.
 

o 	 A private agricultural technical assistance mechanism
 
(the roster of experts) will have been established and
 
will be operating on a cost-share basis. This will be
 
measured by the number of farmers using and paying for
 
the services provided by private research firms.
 

o 	 At least two commercial firms will be working closely
 
with producers' associations and farmers engaged in the
 
production of agricultural exports in dealing with
 

These firms will be helping
productivity problems. 

farmers as part of their commercial/marketing
 
operations.
 

At least three producers' associations will have
o 

established programs to help farmers deal with
 
production problems. They will be doing this through
 
periodic workshops and demonstration plots to show the
 
use of improved production technologies.
 

Four Centros de Acopio will be operational.
o 


To attain these EOPS, the Project will produce the following
 
major outputs:
 

o 	 A panel of experts established to evaluate research
 
proposals submitted by private researchers.
 

o 	 Approximately 20 research proposals related to the
 
production and marketing of exportable agricultural
 
products approved and funded per year.
 

A roster of experts on agricultural production problems
0 

prepared.
 

The results of the research proposals published.
o 
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o 	 At least three training workshops carried out pnr year
 
by producers' associations for their members.
 

o 	 At least three demonstration plots established in
 
strategic locations to show the use of improved
 
technologies.
 

(3) 	Inputs
 

The inputs required to reach the above outputs include the
 

following:
 

-- Technical Assistance. The Project will provide 36
 
person-months of services (through the roster of experts) to
 
help farmers deal with specific production problems, such
 
as: water management, plant pathology, production
 
techniques, the use of high-yielding certified seed, soils
 
and sound soil conservation practices, marketing of
 
agricultural products, the sources and financing mechanisms
 
of productive inputs.
 

-- Research Grants. The Project will provide funds for
 

approximately 20 grants per year.
 

-- Other costs. The Project will provide funds to: 

o 	 cover the costs of preparation and publication of
 
the results of the research activities described
 
above;
 

o complement resources available through the
 
original ETD Project to establish the Centros de
 

Acopio; and
 

o 	 help producers associations which will manage the
 
Centros de Acopio in designing and carrying out
 
workshops and establishing quality control and
 
classification processes in such centers. Support
 
to the associations will cover the preparation and
 

distribution of training materials and logistic
 
support. The associations will provide the
 
required technical personnel for the seminars.
 

2. 	 Production and Business Development Financing
 

a. 	 Overview
 

Farmers may not be able to optimize the use of the
 
technologies developed and made available to them through the
 
above efforts unless they are able to buy the required productive
 
inputs (certified seed, technical expertise, implements,
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Credit is needed for this purpose. Yet,
fertilizers, etc.). 

Peru's rural financial market is in disarray and despite recent
 
signs of recovery the availability of credit and the mechanisms
 
to deliver such credit are very limited. With the demise of the
 
Agricultural Bank of Peru, both the institutional mechanisms and
 

the financial resources flowing to the agricultural sector
 
disappeared.
 

Several in-depth studies have been carried out to document
 
the requirements to re-activate Peru's financial system and renew
 

One such
the flow of resources to the vital farming sector. 

study completed in'November 1992 for the Mission by the
 
consulting firm Farm Management Services shows that "the
 
participation of farm credit in the overall domestic credit
 
system has dropped considerably, from 24 percent in 1970 to 7
 

percent in 1991. Likewise, the number of hectares covered by
 
farm credit also decreased to 8 percent of the average recorded
 
for the 1985-1989 period. Furthermore, real loans per hectare
 
have been consistently reduced from year to year and in 1991 were
 

one-fifth of the average recorded for the 1985-1989 period."
 

Regarding credit demand, the study concludes that:
 

",... the agricultural sector requires a minimum of 300
 

million dollars a year, to be turned over twice a year and
 
to sustain annual crops and to maintain perennial crops.
 
Since the Agricultural Bank has gone bankrupt, a new
 
capitalization of approximately this amount is required in
 
order to take advantage of the forthcoming 1992-1993 farming
 
season which looks promising. However, in order to obtain
 
this essential farming production increase and thus prevent
 
a further drop in the per capita consumption during the next
 
decade, more working capital must be made available as well
 
as additional contributions to capitalize and modernize
 
farming enterprises and production and marketing facilities
 
within each valley and region. To this end, an additional
 
sum of 300 million dollars a year is required."
 

Recently, the GOP announced plans to make available up to
 
US$250 million for the 1993/1994 farming season, but the actual
 

In addition,
availability of such resources is still uncertain. 

the mechanisms to channel resources to farmers are not yet fully
 
in place. The API Component will help to alleviate these
 
problems by establishing a pilot credit delivery mechanism on the
 
North Coast, testing that mechanism and helping to replicate it
 

It will also assist the GOP to channel
.n other areas of Peru. 

up to $10 million of its local currency generations from P.L. 480
 
programs to leverage an additional US$31 million from the
 
Corporaci6n Financiera de Desarrollo and participating
 
intermediate financial institutions (IFIs) which will participate
 
in the delivery of credit to farmers producing for export, to
 
agro-processors and to agro-expL.¢ers.
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b. Planned Assistance and Expected Results
 

The proposed assistance will consist of: (1) establishment
 
of a pilot Caja Rural and export-oriented, community-based
 
enterprises through NGOs, and (2) establishment of lines of
 
credit through the Caja Rural system and the commercial banking
 
sector. These are discussed below.
 

(1) 	Pilot Caja Rural and Export-Oriented,
 
Community-Based Enterprises through N0Os
 

The API Component will provide funds to develop during a
 
three-year period a sustainable, community-based Caja Rural and
 
export-oriented, community-based enterprises in three communities
 
in the northern Coastal valleys of Peru. These communities --

Olmos, Motupe, and Jequetepeque -- were chosen because they have
 
the potential to produce agricultural products for exports and
 
have 	the minimal institutional base for a pilot effort focussing
 
on the production of exportable products that could be used as a
 
model for replication in other communities in Peru. Examples of
 
these products include mangoes, limes, mandarines, chirimoya,
 
tangelos, granadilla, pineapple and vegetables.
 

On the basis of an unsolicited proposal received by the
 
Mission, the proposed pilot effort will be carried out through
 
two U.S. NGOs working in concert: Agricultural Cooperative
 
Development International (ACDI) will develop and implement the
 
community-based credit institution and TechnoServe the export
oriented, community-based enterprises. A Handbook 13 Grant
 
Agreement will be signed with ACDI who -'.turn will make the
 
necessary arrangements for the participation of TechnoServe.
 

Problems which farmers in these communities face include:
 

o 	 Commercial bank loans are not available. Even the few
 
farmers that can obtain bank loans receive their
 
credits late and never for the full amount needed.
 

o 	 Agricultural research, currently in the process of
 
privatization, is very unreliable and continues to
 
ignore export crops.
 

o 	 Post-harvest assistance or value-adding processing
 
infrastructure is either nonexistent or limited to
 
traditional crops.
 

Yet, the selected three valleys offer great agricultural
 
export potential and competitive opportunities to establish
 
farmer-owned processing facilities. Irrigation and
 
transportation infrastructure of the zone is adequate to permit
 
development of high-yielding, profitable crops for both local and
 
external markets. The region also has a mix of farmers capable
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of adopting the latest technologies, small farmers that can add
 
needed volume and scale to a strategic plan, and an
 
entrepreneurial environment conducive to the implementation of
 
export schemes that would justi j the installation of profitable 
post-harvest services and processing facilities.
 

Within this context, the API Component will provide funds
 
to:
 

o 	 Develop and test a new model of community-based,
 
locally-owned and managed, self-sustainable, rural
 
financial institutions (Caja Rural) driven by a market
 
mentality and a profit motivation that can meet the
 
needs of the selected area inhabitants in developing
 
market-responsive agricultural production and
 
agricultural-based businesses.
 

o 	 Identify and strengthen a central rediscount facility
 
that can service the pilot Caja Rural with a smooth
 
functioning loan rediscount mechanism.
 

o 	 Develop self-managed, profitable, community-based
 
enterprises and assist the institutions which will
 
service those enterprises.
 

o 	 Mobilize technical and financial resources to increase
 
agricultural productivity.
 

o 	 Promote and assist in the development of second-level
 
agro-processing community enterprises.
 

ACDI will work with a newly formed Lambayeque-La Libertad
 
Caja Rural, developing in the process a model for financial
 
intermediation in Peru's agricultural sector. In this way, the
 
concept of a viable, profitable, self-sustaining, community
based, socially responsible lender can be piloted and the
 
operational difficulties worked out on a small scale.
 

The model will be designed to be repli-able. It will serve
 
not only to replace the now defunct Agricultural Bank of Peru,
 
but also as a new model for rural credit at a time when the GOP
 
is promoting Cajas Rurales throughout the country as a community
 
response to ineffective, public sector development institutions.
 
Because of this emphasis on replicability, ACDI will also assist
 
in the development of a rediscount facility to maintain the
 
liquidity of the Cajas Rurales and provide access to national
 
capital markets.
 

The pilot Caja Rural will be community-based, as
 
contemplated in the enabling legislation, instead of a
 
centralized, bureaucratic and heavily subsidized rural bank. It
 
will be capitalized and directed by local groups. Local lenders
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will work with their neighbors to develop viable, profitable
 
projects. Local capital will be at risk, thus local capitalists
 
will have vested financial interest in the outcome.
 

After an initial injection of funds through a revolving
 
credit line (from GOP local currency contributions), limited
 
start-up investments, and technical assistance, the system should
 
be self-sustaining. It will become a small-scale commercial bank
 
working in a rural setting, deriving its lendable capital from
 
sold shares, a portfolio of rediscounted loans, savings
 
mobilization and fee-based financial services.
 

The Caja Rural will (a) make both production and
 
agribusiness loans only when such loans are demonstrably
 
profitable, and (b) offer a range of banking services, provided
 
these services are profitable. The CaJa Rural will be driven by
 
a profit motivation but sensitive to local community concerns,
 
distributing its activities across primary production as well as
 
agribusiness lending and fee-based services. In this way, the
 
Caja Rural will have a role beyond passive lending. It is best
 
conceptualized as a small business incubator that links markets,
 
producers and capital. It will identify promising opportunities
 
and make information available to the community so that
 
interested groups or individuals can build projects around these
 
opportunities.
 

ACDI will collaborate closely with TechnoServe, which will
 
focus on community-based enterprise development, building the
 
entrepreneurial, organizational and business management skills of
 
farmers. In this way they will be able to more fully and
 
profitably participate in the economic development of the region,
 
gaining sustained access to the agricultural markets and
 
financial resources they need.
 

By concentrating on the business viability of enterprises,
 
the Project will avoid the trap of assisting groups or activities
 
that in the end are not sustainable. Organizing rural groups as
 
business enterprises encourages producers to take a market
oriented view of their activities. To be successful they must
 
think about the future, gather and analyze market and financial
 
information, motivate people, and make strategic plans and
 
decisions. These skills need to become more complex as the
 
business grows and participates more fully in the market.
 
Recognizing this, TechnoServe will field multi-disciplinary teams
 
to provide intensive assistance to communities in the areas of
 
diagnostic business studies, feasibility analysis, technology
 
transfer, business management, strategic planning, agribusiness
 
operations and marketing. The teams will help six communities
 
establish viable businesses, introduce at least three new
 
commercially viable products, double their income, and raise
 
their levels of employment.
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Through technical and financial assistance, the following
 

ZOPS will be achieved:
 

o 	 A minimum of six agro-enterprises will have been
 

established, with identified markets for their
 
production.
 

o 	 A minimum of three export crops will have
 
been developed and arrangements will have
 
been completed, in coordination with ADEX,
 
for their export. The value of such exports
 
will be determined during the first year of
 
implementation of this activity.
 

o 	 The gross value of the agricultural production of the
 
region, the per capita income of the target population,
 
and employment levels will have increased. The
 
specific indicator for this EOPS will be determined
 
during the first year of implementation of this
 
activity.
 

The above efforts through ACDI and TechnoServe will produce
 

the following outputs:
 

o 	 A financing mechanism developed to provide credit and
 
assistance in the preparation of project proposals that
 
qualify for credit through existing financial
 
institutions.
 

o 	 Training workshops and seminars carried out on credit
 
application preparation, agro-industry opportunities,
 
cash cropping systems, and marketing of agricultural
 
and agro-industrial products.
 

o 	 An inventory of existing technical, training and credit
 
resources prepared, analyzed and provided to potential
 
exporters of agricultural or agro-processed products
 
for their possible use in running their operations.
 

o 	 Technical assistance provided to farmers in target
 
areas on business management, productivity
 
technologies, quality control, marketing strategies,
 
and feasible ways of obtaining financing for investment
 
and working capital purposes from existing credit
 
institutions in Peru.
 

o 	 Thirty persons trained in business management aspects,
 
including: organization, aiministration, technology
 
support services, financial management, and marketing.
 

o 	 At least 100 farmers trained in key production topics
 
such as crop management, harvesting, post-harvest
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management, collection, storage and packaging for the
 
selected alternative crops and the traditional crops.
 

o 	 An inventory of post-harvest services, storage,
 
processing, packaging and transportation services for
 
the selected alternative crops completed and made
 
available to farmers in the target areas.
 

o 	 A marketing research and information system developed.
 
Information will be disseminated through a bulletin
 
containing information on: prices, production,
 
directories of buyers, links with crop research
 
services, external market demand, export routes, costs
 
and procedures, etc.
 

0 	 A minimum of three regional seminars on marketing of
 
export products carried out.
 

(2) 	Establishment of Lines of Credit through the
 
Caja Rural System and the Commercial Banking
 
Sector
 

To complement the above efforts through ACDI and
 
TechnoServe, the GOP will provide US$10 million in local currency
 
from P.L. 480 Title III program generations for agricultural
 
credit for farmers engaged in the production of products for
 
export, as well as for agro-processors and agro-exporters. These
 
GOP funds will be used as follows:
 

o 	 $3 million to establish a reserve fund so that the Caja
 
Rural serving farmers in the target areas where the
 
ACDI/TechnoServe pilot activity will be carried out
 
will be able to leverage funds available through other
 
financial institutions. This reserve fund will allow
 
the Caja Rural to have access to approximately $8
 
million in credits to be provided by the Corporaci6n
 
Financiera de Desarrollo (COFIDE). According to a
 
credit demand study carried out by ACDI/TechnoServe,
 
this will roughly meet the demand of the farmers in the
 
target pilot areas.
 

o 	 $7 million to ie channeled through the existing banking
 
system (intermediate financial institutions) on a
 
nationwide basis. Based on current negotiations with
 
COFIDE, this $7 million seed capital will leverage
 
approximately $23 million more in resources which
 
entrepreneurs engaged in the production, processing and
 
export of agricultural products will be able to tap to
 
finance their working capital and investment
 
requirements. Such leverage of additional funds
 
should happen as follows (in US$000):
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-- 

GOP COFIDE IFI Available for 

Contribution Participation Participation Credit 

(in tranches) 

$3,000 
(for reserve 8,000 8,000 

fund) 

$3,000 (for 
credit) 7,000 5,000 15,000 

$4,000 (for 
credit) 6,000 5,000 15,000 

Total available 
for credit 38,000 

Implementation of credit activities through the Caja Rural
 

the pilot areas will be managed and
to be carried out in 

It will work with the concerned Caja Rural
coordinated by ACDI. 


in establishing the criteria for loan approval which will include
 

loan limits, interest rates, collateral, other payment terms, and
 

the extent to which the loan will contribute to the development
 
In all cases loans will be
and production of crops for exports. 


extended at prevailing market interest rates.
 

Implementation of credit activities through the banking
 

system will follow the banking practices of the participating
 

IFIs and COFIDE, but will be limited to activities that
 

contribute to the financing of agricultural production and
 

either processed or not processed.
processing for export The
 

criteria for the credit terms and other provisions on the use of
 

this line of credit will be negotiated with COFIDE and the
 

participating IFIs prior to the transfer of funds to these
 

institutions.
 

c. Inputs
 

The planned inputs to establish the pilot Caja Rural and
 

export-oriented, community-based enterprises through NGOs include
 

technical assistance, training, commodities, and related costs as
 

contained in the unsolicited proposal attached as Annex C of this
 

PP amendment and summarized in the Financial Plan and Cost
 
The $10 million provided by
Estimates, Part VI, of this paper. 


the GOP from P.L. 480 local currency generations will leverage
 

$21 million from COFIDE and $10 million from IFI
 

contributions.
 

29
 



3. Human Resources Development
 

a. Overview
 

Agricultural technology generation and transfer is a
 
professional field which requires suitably educated
 
administrators and technical specialists for effective
 
performance. Peru lost a high percentage of its best
 
agricultural professionals during the twelve-year military
 
government of the 1970's, and has been unable to recover most of
 
them because of their alternative opportunities and of a
 
continuing generally non-competitive professional and economic
 
environment in Peru. The development of the agricultural
 
technology generation and transfer system depends directly on the
 
capacity of Peruvian educational inntitutions to improve the
 
quality of its faculty, and to produce quality professionals for
 
operating an efficient and effective technology generation and
 
transfer system.
 

UNALM, with an enrollment of about 3,500 undergraduates and
 
350 graduate students, is the center of professional agricultural
 
education in Peru. It is noted for the quantity and quality of
 
the agriculturists it produces, and provides the only M.S.
 
program of acceptable quality and diversification. It is the
 
principal in-country fecility for upgrading, specializing, and
 
replacing MOA agricultural sector personnel. It provides
 
academic leadership to the agricultural faculties of the regional
 
universities, and upgrades the latter through its M.S. program.
 

:'owever, due to UNALM's financial situation during the last
 
decade, many of the M.S. students had to abandon their studies
 
prior to graduation. An informal survey of several regional
 
universities has shown that several of the professors teaching in
 
the agricultural faculty have not completed their M.S. degrees.
 
Many of these only lack the completion of their thesis. Some of
 
these students can carry out their theses work on key issues
 
related to the development of agricultural exports. Thus, with
 
minor financial support, these students can provide valuable
 
regional information which will be helpful for the long-term
 
development of the agricultural export sector in Peru. As part
 
of their research work, these students and their professors will
 
be expected to work with producer groups in key topics related to
 
exports such as: fond and vegetable production, product storage,
 
integrated pest management, and the processing of agricultural
 
products.
 

In addition, UNALM will make available the facilities of its
 
Instituto de Desarrollo Agroindustrial (INDDA) to establish a
 
pilot packing plant which can be used to train farmers and
 
technicians engaged in the production of exportable products on
 
vital agro-processing aspects, such as product classification,
 
cleaning, and packing for exports.
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Besides UNALM, there are a number of technical schools
 
throughout Peru which can develop specialized programs to train
 
farmers in agri-business and technical production areas relevant
 
to the development of agricultural products for exports. For
 
example, such facilities exist in Ica, Piura, Chiclayo, and
 
Trujillo.
 

b. Planned Assistance and Expected Results
 

The Project will provide support to approximately 30
 
students now working as professors in universities throughout the
 
country, so they can complete their degrees at the UNALM. This
 
support will consist of travel expenses, tuition, printing and
 
publishing of theses. The estimated cost per student is $2,500.
 

The Project will also provide funds and technical assistance
 
to establish a pilot packing plant in INDDA which will be used to
 
train farmers and technicians as discussed above. This activity
 
will be carried out in close coordination with ADEX, which will
 
provide information on markets, quality control, packaging, etc.,
 
to be used by INDDA, in its training and testing activities. The
 
testing activities will include, for example, fruit conservation
 
at different temperatures, washing and waxing methods, and
 
packaging options. Additionally, the Project will provide funds
 
and technical assistance to help from three to six technical
 
schools on the Coast establish agri-business training programs
 
for farmers and technicians.
 

Through financial and technical assistance, the following
 
EOPS will be achieved:
 

o 	 30 students will have completed their M.S. degrees in
 
agricultural sciences and will be transferring their
 
knowledge to students at several universities
 
throughout the country.
 

o 	 A training program established in INDDA to train
 
farmers on agro-processing topics related to exports.
 

o 	 Agri-business training programs established in at least
 
three technical schools.
 

To attain these EOPS, the Project will produce the following
 
major outputs:
 

o 	 30 theses completed on key agricultural topics, most of
 
which will be on aspects related to the export and
 
marketing of agricultural products.
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o A pilot packing plant installed in INDDA for use in the
 
training of farmers engaged in production of
 
agricultural exports.
 

o 	 An agri-business development curriculum designed for
 
use in technical schools.
 

C. 	 Inputs
 

The Project will finance the following:
 

o 	 Approximately 30 scholarships for students to complete
 
their M.S. degrees at local universities with
 
agricultural faculties.
 

o 	 The procurement of equipment to install a pilot packing
 
plant in INDDA.
 

o 	 Short-term technical assistance to help up to four
 
technical schools design and establish a training
 
program on agribusiness development for persons engaged
 
in the production or processing of agricultural
 
products for exports.
 

4. 	 Other API Component Inputs
 

In addition to the above inputs under the three
 
proposed activities, the Project will provide funds to cover a
 
Cooperative Agreement with a qualified local NGO/foundation,
 
which will manage and coordinate the implementation of all
 
component activities, except the Production and Business
 
Development Financing activity. Further, the Component provides
 
funds to cover the costs of a Project Coordinator and secretary
 
to be hired directly to monitor the API Component and coordinate
 
its implementation with the other components of the LTD Project
 
and related USAID-sponsored programs in Peru.
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V. 	 IMPLEMENTATION PLAN
 

A. Implementation Arrangements
 

Funds under the ArI Component will be obligated through at
 

least two Cooperative Agreements (CAs), as follows:
 

1. 	 A CA with a locally-registered non-governmental
 
organization with proven experience in promoting
 
agricultural development in Peru. This NGO/foundation
 
will implement and/or coordinate the implementation of
 
all actions under: (a) API Component activity No. 1 --

Production Technologies -- which includes Seed and
 
Rootstock Certification, and Technology Transfer; and
 
(b) API Component activity No.3 -- Human Resources
 
Development-- under which the Project will provide
 
financial and short-term technical assistance to
 
selected faculty of agricultural specializations,
 
carry out research on topics related to exports and
 
training for persons engaged in agricultural production
 
and agro-processing for exports.
 

At a 	minimum, the selected NGO/foundation must:
 

o 	 be registered in Peru;
 
o 	 have the infrastructure and logistic capability to
 

implement the proposed activities;
 
o 	 have the capability to contract local and short

term external personnel;
 
o 	 have the capability to maintain financial systems
 

that are consistent with A.I.D. financial control
 
requirements, in addition to being familiar with
 
A.I.D. project implementation procedures and
 
processes;
 

o 	 not be dependent on the resources provided through
 
the Project to exist, as the API Component will
 
provide resources only to support Project
 
implementation activities and not for
 
organizational strengthening.
 

Tentatively, the Project will provide funds to the selected
 
NGO/foundation to cover the following costs directly related to
 
the implementation of the aforesaid activities: a Project
 
Manager, five activity coordinators, secretarial assistance, an
 
accountant and a budget analyst, a contract officer, an
 
administrative officer, a driver, and miscellaneous office
 
supplies and costs. The estimated funds to be provided for these
 
implementation items are detailed in Part IV, Cost Estimates and
 
Financial Plan.
 

Under the substantial involvement provisions of the CA with
 

the selected NGO/foundation, USAID/Peru will concur with the
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hiring of key personnel and certain procurement actions, the
 
value of which will be determined during the CA negotiation
 
process. Salaries paid to its personnel must be consistent with
 
the compensation practices in Peru for the specific personnel to
 
be hired. Guidance in this respect will be provided to the
 
NGO/foundation during the CA negotiating process.
 

Currently, several NGOs/foundations are being considered,
 
including FUNDEAGRO, the Fundaci6n para el Desarrollo Nacional,
 
TechnoServe and ASPA. To assure the selection of the best
 
organization to carry out the proposed activities, within 60 days
 
after approval of this Amendment an analysis will be conducted of
 
the institutional capability of these and other organizations
 
presently established in Peru.
 

A short summary of the experiences of each of the above
 
organizations is included in Part VII (Analysis) of this
 
document.
 

2. 	 A CA with ACDI, which will work jointly with
 
TechnoServe in carrying out a program to establish a
 
pilot financial institution and export-oriented,
 
community-based enterprises in three agricultural
 
communities in Peru. The ACDI/TechnoServe proposal is
 
included as Annex C.
 

These NGOs will bp required to submit semi-annual workplans
 
for USAID/Peru review and approval. Such workplans will review
 
the progress made during the preceding period and discuss the
 
actions for the subsequent six months. Disbursements to these
 
NGOs will be closely tied to the performance of the NGOs as
 
contained in such workplans.
 

The current management, monitoring and implementation
 
arrangements under the existing components of the ETD Project
 
will continue as originally planned.
 

In addition to the above, USAID/Peru plans to contract
 
directly the services of a Personal Services Contractor and a
 
secretary to assist in overall API Component monitoring and
 
coordination functions.
 

Procurement of commodities under the API Component will be
 
minimal, as shown in Table VI-5 and in the ACDI/TechnoServe
 
proposal. The source and origin of such commodities will be
 
either the U.S. or Peru and their purchase will be included in
 
the respective Cooperative Agreements discussed above.
 

B. USAID/Peru Project Management Arrangements
 

USAID/Peru has already assigned a Project Manager who
 
assures that other USAID-sponsored activities in Peru and other
 

34
 



donor activities complement and reinforce the ETD Project. To
 

facilitate the API Component implementation, this Amendment
 
includes funding for a U.S. locally-hired Coordinator. This
 

person, who will have specialized experience in agricultural
 
production and economics, will work under the direct supervision
 

This person will monitor the
of the USAID/Peru Project Manager. 

performance of the NGOs/foundations and any other contracts
 
financed under the API Component.
 

Table V-1: Implementation Schedule
 

Activity 


Start Date: Signing of Project Amendment 


1. Sign CA with ACDI 


2. Sign CA with local NGO 


3. ACDI mobilizes personnel and starts
 
implementation of pilot activities 


4. Local NGO mobilizes personnel and starts
 
implementation of all other activities 


5. GOP Transfers Local Currency contributions
 
to COFIDE 


6. COFIDE establishes credit lines with
 
participating IFIs. 


7. Reserve fund for Caja Rural in ACDI/
 
TechnoServe pilot areas is established 


8. Participating entities start implementing
 
terms of credit lines 


9. Additional funds obligated 


10. Mid-term evaluation conducted 


11. Project activities completed 


12. Final evaluation finished
13. Project Completion Report written 


14. Complete Project Close-out actions 


Elapsed 
Time
 

Responsibility (months)
 

USAID 0
 

USAID/ACDI 1
 

USAID/NGO 3
 

ACDI 2
 

NGO 5
 

GOP/USAID 4
 

COFIDE/IFIs 5
 

COFIDE/ACDI 5
 

ACDI/Caja/IFIs 6
 

USAID/NGOs 6
 

USAID/NGOs 24
 

USAID/NGOS 54
 

USAID/NGOS 50
 
USAID/NGOs 
 54
 

USAID/NGOs 54
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C. Implementation Schedule of the API Component
 

Table V-i shows the major actions that will be carried out
 
to implement the Project. Precise timing and dates for the
 
completion of these actions is not possible now because of
 
uncertainties regarding the actual availability of funds and key
 
procurement activities, such as the signing of the Cooperative
 
Agreements with the NGOs and the GOP transfer of local currency
 
funds for the credit lines. Thus, the following modified Gantt
 
Chart lists the major actions and the elapsed time from the
 
milestone point which starts once the CAs are signed, thereby
 
making available the required funds for Project implementation.
 

D. Audits
 

Annual audits will be performed in accordance with agency
 
policy. The Peruvian recipients (ADEX and an NGO/foundation to
 
be determined) will contract directly for audits following the
 
scope of work developed by the RIG/A and will competitively
 
select the audit firm from the approved listing for Peru.
 
Funding for the cost increment related to meeting A.I.D. audit
 
standards will be included in the annual budgets. The ACDI and
 
TechnoServe audits will be conducted in accordance with the
 
guidance provided by OMB Circular A-133.
 

E. Information, Evaluation, and Monitoring Plan
 

Per A.I.D. Evaluation Handbook, Sections 1 and 3.2, an
 
Information, Evaluation and Monitoring Plan was incorporated as
 
an integral part of the original Project Paper. Overall, the
 
factors and indicators to be assessed during the extended life of
 
the Project are similar to those discussed in the original
 
Project design. A monitoring and evaluation team will be
 
established to monitor the API Component. The team will consist
 
of the A.I.D. Component Coordinator, the A.I.D. Project Manager,
 
and key personnel from the implementing NGOs/foundations of the
 
different activities. The Plan for this Component is summarized
 
below. The Logical Framework has been revised to reflect the
 
modified EOPS for the Project as a result of the API Component.
 

1. Implementation Arrangements for the Monitoring Plan
 

The Plan entails:
 

--	 The establishment of a Monitoring Unit within the 
selected local NGO/foundation which will implement the 
Production Technologies and Human Resources Development 
activities. 
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The designation of one specialist each by TechnoServe
 
and ACDI to monitor the pilot community-based, export
oriented enterprises and the Caja Rural implementation
 
plan of the Production and Business Development
 
Financing activity.
 

Establishment of baseline data sets and procedures for
 
periodic data collection for the Component activities.
 

Reporting requirements included in the CAs with the
 
implementing NGOs and PVOs which will include reporting
 
on the identified indicators mentioned below, at least
 
on a quarterly basis, and their progress toward meeting
 
the purpose of the API Component.
 

2. 	 API Component Indicators and Targets To Be
 
Monitored
 

a. Project Goal: The Project goal is to support
 
a rapid and sustainable private sector-led economic reactivation
 
that generates foreign exchange, employment and boosts
 
productivity.
 

The indicators to measure Component contributions to this
 
goal include:
 

o 	 Increased foreign exchange earnings from the export of
 
agricultural products
 

o 	 National employment increases
 
o 	 Per capita income increases
 

b. Project Purpose: The Project purpose is to
 
generate employment and to increase Peru's exports, primarily
 
non-traditional exports.
 

The indicators to measure Component contributions to this
 
purpose include:
 

o 	 New jobs created
 
o 	 Increased value of traditional and non-traditional
 

exports of products assisted by the Project
 

The ETD Project is currently establishing through ADEX a
 
mechanism to collect data for these indicators on a continuous
 
basis. To the extent possible, performance will be reported in
 
the Mission's Semi-annual Review (SAR) reports submitted to
 
A.I.D./W.
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C. 	 API Component Outputs
 

Output No. 1: 	 Improved productivity and competitiveness of
 
farmers engaged in the production of
 
exportable agricultural products
 

The indicators to measure Component contributions at the
 
output level include:
 

o 	 Increased volume and value of production of exportable
 
crops of assisted farmers by type of crop
 

Baseline data sets will be established within the first
 
year. It is anticipated that sample surveys will be conducted to
 
obtain the data. Depending upon the relationship between the
 
assisted farmers or enterprises and ADEX, data concerning Project
 
purpose indicators (exports and employment) will be collected
 
through the ADEX monitoring system.
 

Output No.2: 	 Increased availability and use of production
 
technologies
 

The indicators to measure Component contributions at this
 
output level include:
 

o 	 Quantity and type of certified seed and seedlings
 
produced per year by the private sector and by the
 
CODESEs
 

o Number of 	demonstration plots established
 
o Number of 	workshops held
 
o 	 Number of farmers receiving technical assistance by
 

type
 
o 	 Adaptive research on production and marketing of
 

exportable agricultural products conducted and results
 
published and disseminated
 

o 	 Number of workshops carried out by producers'
 
associations on improved production technologies
 

o 	 Number of Centros de Acopio with quality control and
 
classification processes operating
 

The Monitoring Unit of the local NGO/foundation which will
 
implement Component activities will establish a data collection
 
mechanism to record data on the above mentioned indicators on a
 
continuous basis. The data should be forwarded at least on a
 
quarterly basis to the Mission. It is anticipated that
 
administrative records of the local NGO/foundation and the
 
CODESES will be used. For evaluation purposes information
 
collected for the baseline should include data on utilization
 
ratio of certified seeds and seedlings in target areas (areas
 
under CODESES), utilization ratio of improved inputs,
 
technological levels, and yields. In addition, early in the
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implementation 	process, criteria will be established to measure
 
the progress of the CODESEs in attaining financial
 
sustainability.
 

Output No.3: 	 Community-based, economic development models
 
for export-oriented enterprises financed by
 
community-owned financial institutions
 
developed and tested in Olmos, Motupe and
 
Jequetepeque
 

The indicators to measure Component contributions at this
 
output level include:
 

o 	 Volume, value and type of agricultural products
 
marketed by pilot enterprises
 

o Financing 	mechanism developed
 
o 	 Number of targeted farmers trained in business
 

management, production, post-harvest management, etc.
 
o 	 Number of targeted farmers receiving technical
 

assistance on business, improved technologies, quality
 
control, marketing, etc.
 

o 	 Number and type of seminars/workshops in business
 
management, production, financing, marketing, etc.
 

o 	 Marketing research and information system developed and
 
in use
 

ACDI 	and TechnoServe will establish a mechanism to gather
 
data 	on the mentioned indicators on a continuous basis. Baseline
 
data will include information on volume and value of production,
 
yields per hectare for type of crop, exports, market prices,
 
hectares planted and harvested, costs of production, quantity of
 
labor involved, technological levels, marketing process, costs of
 
transportation, and profitability. Surveys will be conducted
 
within the target area to evaluate the performance of the pilot
 
model, as indicated in the Evaluation section.
 

ACDI, the implementing agency for the pilot community-based
 
financial institution, will report on a quarterly basis on
 
progress made on the development of the pilot institution. Since
 
the pilot financing institution activities will be mostly
 
directed to the pilot export-oriented enterprises, periodic
 
interviews to these enterprises will be made to evaluate the
 
quality of services of the financial institution. Administrative
 
records will be a source to monitor efficiency and self
sustainability.
 

Output No. 4: 	 Increased availability of credit to finance
 
improved agricultural inputs and technology
 
and agro-processing and agro-export efforts
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The indicators to measure Component contributions at this
 
output level include:
 

o 	 Amount and type of credit provided
 
o 	 Number of loans
 
o 	 Percentage of repayment
 

COFIDE and the participating IFIs will keep track of these
 
indicators. Additionally, COFIDE will keep profile data on the
 
farmers assisted in order to evaluate the impact of the credit.
 
Data collected will include: location, number of hectares
 
financed, crops, current production levels, use of the credit,
 
and expected and actual production levels with the use of the
 
credit.
 

Output No. 5: Human resources developed
 

The main indicators to measure Component contributions at
 
this output level include:
 

o 	 Number of agricultural science participants receiving
 
M.S. 	degrees
 

o 	 Number of farmers and agricultural technicians
 
receiving short-term training
 

The Monitoring Unit of the local NGO/foundation will
 
establish a data collection mechanism to record data on the above
 
mentioned indicators on a continuous basis. The data should be
 
forwarded at least on a quarterly basis to the Mission.
 

3. Zvaluation
 

During the extended life of the Project, one major
 
evaluation is planned. This mid-term evaluation will be carried
 
out at approximately 24 months after the date of signature of the
 
CAs providing funds for the activities contained in this
 
revision. The purpose of this evaluation will be to assess
 
progress made in meeting Project implementation targets and to
 
recommend adjustments in design and/or implementation procedures,
 
as appropriate, in order to increase the probability that Project
 
investments will meet the stated purpose of the Project.
 

Funds are included in the budget for USAID/Peru to contract
 
the services required to carry out this evaluation.
 

The final Project Completion Report will be prepared at
 
approximately the Project termination date. Its purpose will be
 
to document the Project experience and the lessons learned during
 
its implementation.
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VX. Cost Estimates and Financial Plan
 

The overall cost of the API Component is estimated at
 
approximately $18 million, composed of an A.I.D. contribution of
 
$8 million and a GOP local currency contribution of $10 million.
 
There are other contributions in cash and in-kind to be provided
 
by the participating local organizations, such as the CODESEs,
 
the target farmers, the producers' associations and the
 
commercial enterprises which will participate in the technology
 
transfer process, but these cannot be estimated and tracked
 
reliably.
 

A. The A.I.D. Contribution
 

The additional A.I.D. contribution of $8.0 million will be
 
provided on an incremental basis, starting with an initial
 
obligation up to $2.6 million in FY 1993. The remaining $5.4
 
million will be provided in increments in FY 1994, FY 1995 and FY
 
1996. This obligation plan may need to be revised, based on
 
actual availability of funds.
 

A.I.D. funds will finance the inputs summarized in Table VI
1 which flow from the detailed budget contained in Table VI-3.
 
These funds will be disbursed for the various Project elements as
 
shown in Tables V-1 and VI-2 (Methods of Implementation and
 
Financing).
 

B. The GOP Contribution
 

The GOP will provide $10 million from local currency
 
generated under the P.L. 480 Title III program. Currently, it
 
plans to provide this amount in tranches of $3 million in CY 1993
 
and $7 million in CY 1994. These contributions represent
 
approximately 56 percent of the total cost of the API Component.
 

C. The ACUX/TachnoServe Contribution
 

The ACDI and TechnoServe cash and in-kind contribution is
 
estimated at $413,000, mostly for personnel and logistic support.
 
This represents approximately 13 percent of the cost of
 
implementing the Pilot Program discussed in Part IV. A detailed
 
listing of this contribution is included in Annex C.
 

D. Financial Plan
 

The financial tables included in this section relate
 
directly to each of the API Component activities discussed in
 
Section IV (Project Amendment Description) of this paper. Table
 
VI-1 shows in summary form the illustrative disbursements for all
 
API Component activities and by major element spread over a four
year period. Table VI-2 summarizes the Project inputs in terms
 
of activity by year. Table VI-3 shows in detail the estimated
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financing requirements by API Component activity, category of
 
input and year, and the estimated mix of foreign exchange and
 
local cost requirements. Table VI-4 shows an illustrative bucget
 
of the proposed assistance to the CODESEs; Table VI-5 shows an
 
estirated budget to cover the personnel and related
 
implementation costs to be included in the Cooperative Agreement
 
with the selected local NGO/foundation.
 

It should be noted that the costing of Project inputs and
 
the corresponding disbursements are illustrative and estimated.
 
It is envisioned that a number of adjustments will be necessary
 
based on Project implementation experience. The basis for such
 
adjustments will be the negotiated contracts with the NGOs,
 
contracts with local technicians, pro-forma invoices requested
 
from potential suppliers of goods and services, recommendations
 
made by the U.S. technical assistance experts once Project
 
implementation is well underway, and the semi-annual workplans to
 
be prepared by the NGOs under the terms of the Cooperative
 
Agreements.
 

3. Nethods of Implementation and Financing
 

Table VI-2 shows the methods of implementation and financing
 
by Element and by source of supply. They indicate the preferred
 
methods of financing the various Component inputs. The amounts
 
represent the best estimates available at the time of Project
 
Paper Amendment. Budget revisions will be made as necessary
 
during the life of the Project, based on actual implementation
 
experience.
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Table VI- I 
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TABLE VI - 2
 
METHODS OF IMPLEMENTATION AND FINANCING
 

(U.S. $000) 

_ U D GET 

iPUTS METHOD OF METHOD OF AMENDMENT AMENDMENT J 
IMPLEMENTATION FINANCING No. 1 No. 2 

PROJECT COSTS 

Coop. Agreement 18,500 18,500 
ADEX 1PIOm 

1.Institutional Contractor (Contract - PIO/T) Letter of Credit 8,905 8,905 

4. ADEX Program (Implement. Letter) Advances/Liquidat. 7,928 7,928 

6. APHIS (PASA) (PASA - PIO/T) Direct Payment 555 555 

7. A.I.D. Administration (Contracts, PIO/T 
and Support + PI/C) Direct Payment 862 862 

8. Evaluation (Contract - P10/T) Direct Payment 100 100 

9. ADEX Audit/ Financial 
Review 

(Implement. Letter) 
Advances/Liquidat. 150 150 

5. IESC Grant - PIO/T Letter of Credit 1,000 1,000 

10. ACDI (Technoswve) Cooperative 
Agreement (P10/T) Letter of Credit 2,800 2,800 

11. PVOMiGO Cooperative Advances/Liquidat. 4,728 4,728 
Agreement (P0/T) 

12. ADM. COSTS: 

Coordln.(API) Secretwy PSCs (PIO/Ts) Direct Payment 368 368 

13. Evluailon Contract (P10/T) Direct Payment 104 104 

19,500 8,000 27,500 

DOC:AQ-TAW 44 
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TABLE V14 

PROJECTED OBLIGATIONS AND EXPENDITURES OF API COMPONENT 
BY FISCAL YEAR (FY) IN US$000 

U.S. FISCAL YEAR 

IProlct Ye) 

Begining Balance 

Obligations 

Expenditures 

Ending Balance 

FY 93 

1 

0 

2,614 

0 

2,614 

FY 94 

2 

2.614 

3,111 

2,600 

3,125 

FY 95 

3 

3,125 

2,275 

2,468 

2,932 

FY 96 

4 

2,932 

0 

2,101 

831 

FY 97 

5 

831 

0 

631 

0 

TOTAL 

0 

b,000 

8,000 

0 
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F. Recurrent Costs
 

The addition of the API Component to the ETD Project is
 

expected to have a positive impact on the recurrent cost
 

situation of the participating organizations as follows:
 

1. CODUSBs. The API Component will provide technical
 
assistance to strengthen the capacity of these CODESEs to certify
 
seed. In addition, the Component seeks to increase the
 
availability of certified seed, which means that more seed
 
producers will be using the CODESEs' certification services.
 
Since the CODESEs charge a fee for such services, the Component
 
will help them to attain self-sufficiency.
 

2. Producers' Associations. Through the proposed training
 
workshops and the dissemination of improved agricultural
 
technologies (such as information on the availability and sources
 
of certified seed and related agricultural inptts), the Component
 
will improve the capacity of selected producers' associations to
 
provide services to their members. The availability of such
 
services should lead to increases in memberships, thereby
 
contributing to the associations' sustainability.
 

3. Instituto Nacional de Desarrollo Agroindustrial (INDDA)°
 

The API Component will use INDDA to develop training programs for
 

agribusinesses and farmers engaged in producing for exports.
 
By
INDDA currently charges tuition for its training courses. 


helping INDDA, through the NGO/foundation, to establish a pilot
 

packing plant for training purposes, the API Component will be
 

contributing to INDDA's prospects of attaining financial
 
sustainability.
 

4. Technical Schools. The API Component will help selected
 

technical schools to establish training programs for
 
Since
agribusinesses and farmers producing for exports. 


participants in these courses will pay a fee to attend training
 

sessions, the API Component will help participating technical
 
schools increase their revenues.
 

S. Non-governmental Organizations. The API Component will
 

be implemented through ACDI/TechnoServe and a local NGO/
 
ACDI and TechnoServe are U.S.
foundation to be selected. 


They
organizations which have been established for a long time. 

will be expected to make a positive contribution in strengthening
 
the institutional capacity of a Caja Rural serving three
 

This means that such Caja will be able to develop
communities. 

and expand the range of financial services it will be providing
 
in the target communities. Since the Caja collects fees for its
 
services, the assistance to be provided through the API Component
 
will contribute to its long-term sustainability.
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The local NGO/foundation to be selected to participate in
 
the implementation of the API Component will be required during
 
the Cooperative Agreement negotiating process to present a plan
 
to assure its long-term sustainability after termination of ETD
 
Project funding. As indicated in Part IV of this amendment, an
 
important function which the selected NGO/foundation will perform
 
is the provision of specialized technical assistance for a fee to
 
farmers engaged in the production of agricultural products for
 
exports. Such assistance is expected to be provided through a
 
roster of experts who will be paid on a case-by-case basis when
 
they provide services. Therefore, they will not affect the
 
recurrent cost situation of the NGO/foundation. Rather, through
 
the fees the users pay, they will contribute to the
 
NGO/foundation's sustainability whenever the NGO/foundation
 
arranges for their services.
 

The success in the implementation of the API Component does
 
not depend on the long-term sustainability of the implementing
 
local NGO/foundation. If such organization carries out the
 
activities as planned under the API Component, the targets of
 
those activities will have been accomplished by the Project
 
termination date.
 

Yet, successful and effective completion of the API
 
activities will probably help the NGO/foundation in its efforts
 
to obtain additional funding from other donors to continue
 
performing services similar to those carried out under the API
 
Component.
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VII. analyses
 

The revised Project is based on the evaluation of the ATT
 
Project and the day-to-day implementation experience of USAID
 
personnel. As an amendment and as an integral part of a recently
 

designed Project, now in its early implementation stage, the
 

technical, economic, social soundness, and environmental analyses
 

contained in the original ETD Project are still valid. The
 

following sections provide additional clarifying information to
 

complement the analyses contained in the ETD Project Paper.
 

A. Technical Analysis
 

Annex L.2 (Production and Marketing Analysis of Non-

Traditional Agricultural Exports) of the ETD Project discusses in
 
detail the agricultural products which have potential for
 
exports. The findings and conclusions of the study which
 
provided the analysis are still valid. The study identifies a
 
number of agricultural products which have potential for exports
 
and discusses the financial aspects of the production of each of
 
the following agricultural products: asparagus, mango, tomato
 
paste, garlic, grapes, beans (menestras), green beans, snow and
 
sugar peas, broccoli, artichoke, oranges, mandarins and key
 

Since then, ADEX has refined the list of agricultural
limes. 

products which have export potential to the U.S. and other
 
external markets to include also: chirlmoya, watermelon,
 
tangelo, guanabana, pineapple, granada, granadilla, tuna,
 
plantain, brussels sprouts, and cucumber.
 

The implementing NGOs/foundations will work closely with
 
ADEX as they consider the production and marketing aspects with
 
farmers who will be engaged in the farming of these products.
 

B. Institutional Analysis
 

This API Component involves working with some institutions
 
which participated in the ATT Project, such as the CODESEs, the
 
National Seed Commission, the National Agrarian University at La
 
Molina, and some producers' associations. The main organization
 
which will participate in the implementation of the API Component
 
is the NGO/foundation which will be in charge of the overall
 
implementation and coordination of the Production Technologies
 
and Human Resources Development activities discussed in Part IV
 
of this paper. This local NGO/foundation will be selected on the
 
basis of the criteria listed in Part V. The USAID Controller's
 
Office will assess the financial and administrative capability of
 
the selected organization to assure its implementation
 
capabilities. Possible candidates for this responsibility which
 
have several years of field experience include:
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1. 	 Foundation for Agricultural
 
Development (FUNDExaRO)
 

The Foundation was established in 1988 as an autonomous
 
institution under the auspices of the Organizaci6n Nacional
 
Agraria (ONA). It has received financial support from A.I.D. to
 
strengthen its operations and manage the implementation of the
 
Agricultural Technology Transformation (ATT) Project. The role
 
of FUNDEAGRO is to promote the modernization of Peruvian
 
agriculture through the use of modern technology for the
 
development of sustainable agricultural systems. The Foundation
 
promotes research, technology transfer, development of human
 
resources and innovative investment. In addition to A.I.D.
 
support, FUNDEAGRO has implemented programs with the Canadian,
 
Spanish, and Dutch governments and has undertaken consultancies
 
with the IDB.
 

2. Technoserve
 

TechnoServe/Peru has been working in the country since
 
1982, assisting small enterprises throughout Peru, most recently
 
in the valleys of Huaral, Canete, Santa-Chimbote, Larqs-Cuzco,
 
Cajamarca, Chanchamayo, Jequetepeque and Chulucanas. It has an
 
experienced local management team of Peruvian professionals as
 
well as the financial, administrative, and monitoring systems in
 
place which can be immediately applied to project activities.
 
Furthermore, TechnoServe/Peru has developed institutional
 
relations with the private, public and international
 
organizations.
 

3. Fundaci6n para el Demarrollo Naaional (FDN)
 

The FDN was established in 1970 to contribute to Peru's
 
economic development, with emphasis on the agricultural 3ector.
 
Over its 23-year existence, the Foundation has built up a wealth
 
of experience supporting agriculture, agro-industry and
 
artisanry. FDN has had many contracts and agreements with
 
international as well as Peruvian institutions to implement
 
projects and studies. Among its ongoing activities are:
 
environmentally sound bee production (IDB funding); regeneration
 
of algarrobo trees (Dutch government funding); guinea pig
 
production and consumption (Interamerican Foundation funding);
 
agro-industrial promotion; forestry research; and a farmer
 
training center in the Chilca Valley. The Foundation has an
 
experienced professional and administrative staff, with a proven
 
financial system to implement and track its activities.
 

4. Asociaci6n do Promoci6n Agraria (ASPA)
 

ASPA was established in 1986 through financial support
 
from the German Konrad Adenauer Foundation. Its purpose is to
 
support small farmer activities through their organizations
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(cooperatives, absociations, etc.) in order to improve standards
 
of living and agricultural development. ASPA is implementing the
 
following programs: analysis of agricultural policies; technical
 
production assistance to small farmers; strengthening farmer
 
organizations through management training; and rural development
 
projects.
 

In addition, ACDI and TechnoServe will participate in the
 
implementation of the pilot activities in the areas of Olmos,
 
Motupe, and Jequetepeque. ACDI and TechnoServe are well
established U.S. organizations. ACDI is a cooperative
 
development organization that has been working with farmers for
 
30 years and has ample experience in carrying out the types of
 
activities proposed in this Amendment. TechnoServe was founded in
 
1968. It has worked in collaboration with A.I.D. since 1972, and
 
has managed a series of A.I.D. grants and cooperative agreements
 
in 15 countries.
 

C. Bumpers Amendment 

Within Amendment No. 1 of the ETD Project, the Bumpers Amendment
 
issue was dealt with as follows:
 

"Although exports were explicitly targeted for support
 
in the IEP Project Paper, the Mission will continue to
 
review export promotion activities in terms of their
 
applicability to restrictions such as the Bumpers
 
Amendment... the Mission has determined it prudent to
 
take precautions consistent with A.I.D. Policy
 
Determination 15 to ensure that Peruvian exports
 
assisted under the Project do not directly compete with
 
exports of similar U.S. agricultural commodities to
 
third world countries and have a significant impact on
 
U.S. exporters. The Mission will determine whether
 
Peruvian exports assisted under this Project are
 
considered "sensitive" and, if so, consult with the
 
relevant USG authorities in order to make a final
 
determination on whether the use cf Project funds is
 
appropriate."
 

Non-traditional agricultural exports from Peru supported by the
 
ETD Project will be targeted principally to the U.S. (a)
 
providing tropical fruits and vegetables (e.g., Oriental
 
vegetables, chirimoya, lucuma) which are not produced in the U.S.
 
or (b) taking advantage of "windows of opportunity" for out-of
season products which are imported.
 

In the case of agricultural exports targeted to third countries,
 
with the arrival of the Institutional Contractor (IC) before the
 
end of CY 1993, the Mission will establish a permanent working
 
group to determine: the export potential of each commodity in
 
question, the magnitude of production likely to result from the
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Project, likely export markets, volume of U.S. exports of each
 
commodity in question and similar commodities, and the U.S. share
 
of the world or regional market that could reasonably be expected
 
to be affected by increased exports of each commodity. The
 
working group will be composed of representatives of: USAID's
 
Office of Rural Development, the AGATT, ADEX, the NGO/foundation
 
implementor of the API Component, and the IC.
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ANNEX A
 

Page 1 of 4 

EXPORT. TRADE AND DEVELOPMENT PROJECT 
1527-03491 

AGRICULTURAL PRODUCTIVITY IMPROVEMENT (API) COMPONENT LOGFRAME 

NARRATIVE OBJECTIVELY VERIFIABLE INDICATOR MEANS OF VERIFICATION ASSUMPTIONS 

Goal: 
Support a rapid and sustainable private sector-led - Foreign exchange inflows from licit sources - 6CR records -GOP economic stabilization 
economic reactivation that generates foreign increase - National Employment records program is maintained 
exchange, employment and boosts productivity. - National employment increases - Customs records -Worldwide demand for non

traditional exports continue 

Purpose: End of Project Status: 
To generate employment "andto increase Peru's - $215 million LOP increase in non-traditional - ADEX MIS - Exchange rate favorable for 
exports, primarily non-traditional exports, export earnings - Project reports exporters 

- Over 21.000 workers newly employed - Evaluations - Economic policies favorable for 
- Three non-traditional export products being - OCR records investments in Peru 
exported from coca-growing areas - Infrastructure allow 

development of export 
- Private sector will be effectively engaged in enterprises 
developing and selling quality production inputs - Peruvian banking system has 
(seed, research, technical assistance) for adequate liquidity
exportable products. - GOP continue to encourage the 

outputs provided by the Project 



ANNEX A 

Page 2 of 4 

NARRATIVE OBJECTIVELY VERIFIADLE INDICATOR MEANS OF VERIFICATION ASSUMPTIONS 

1. Productivity and competitiveness of farmers - Volume of production of selected exportable 
engaged in the production of exportable agricultural crops in selected areas increased 
products incred (API componenti. - Yield per hectare of selected exportable crops The Ministry of Agriculture will 

increased - Regional Statistics continue to support privato seed 
1.1 Increased availability of Production - Special Studies, surveys system. 
Technologies - API component reports - Macroeconomic policies do not 
- Availability and use of certified seeds for export - 4.000 MT of certified seed for exportable crops affect negatively agriculture 

crops produced yearly 
- 18 Demonstration plots established yeedy 
- 18 workshops held for seed producers yearly 

- Local NGO reports 
- CODESES edministrative 
records 

activities 
- Farmers are willing to adopt 
new technologies 

- Regional Statistics - Knowledgeable technical staff 
- Adaptive Research related to production ad - 20 research proposals per year conducted by - Sight visits are able to reach and train 
marketing of exportable crops disseminated private r. tor and published, farmers 

- Technology transfer to farmers and producers's - Number of farmers receiving TA and paying for - Local NGO reports 
associations on the use of improved production services 
technologies 

- 3 workshops per year canied put by producers' 
associations - Local NGO reports 

- 3 demonstration plots established in strategic 
locations. 

- 4 Centroe do ,copio established with quality 
control and classificaion processes 
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Page 3 of 4 

NARRATIE OBJECTIVELY VERIFIABLE INDICATOR MEANS OF VERIFICATION ASSUMPTIONS 

1.2 Pilot model of Community-Based Financing 
institution end Export-Oriented enterprises 
developed and tested. 
- Pilot Community-based Export-oriented enterprise 
established end functioning 

- Volume end value of agro-industry products 
exported by 6 pilot enterprises 

- Three export crops with identified markets 
developed 

- Technoserve reports 
- Regional statistics 
- Sample surveys - Macroeconomic policies do not 

- Quality production inputs delivered to farmers in 
pilot enterprises 

- Number and type of workshops and training 
- 30 farmers trained in business management 

- ACDI reports effect negatively agriculture 
activities 
- Farmers ere willing to adopt 

aspects 
- 100 formers trained in production topics 

now technologies 
- Knowledgeable technical staff 

-- Information on markets delivered 

- Number of farmers receiving technical 
assistance 
- Market Information system established 

are able to reach, train and 
provide technical assistance to 
farmers 

- Pilot Caje Rural in Lanbayeque established Operating costs covered by fees. - Confidence in Cajas Rurales 
- Savings 

1.3 Credit lines available to buy improved inputs 
end technology and working capital 

- Amount and type of credit provided 
- Number of loans 

- COFIDE reports - GOP makes avaiable 
the component 

funds for 

- Percentage of repayment - Confidence in Cajas Rurales 

1.4 Human Resources Developed - 30 participants with long-term training 
- A training program established in INDDA 

- Local NGO/foundation reports 
- INDDA administrative records 

- Three technical schools with training programe 

2. Speolefled Technical assistance for selected 
promising export enterprises provided 

- Number of export firms receiving technical 
assistance by issue, sector and type. 

- ADEX MIS 
- Contractor reports 

- Export firms interested in 
receiving technical assistance 

- CISE reports - Security do not restricts 
contracting of consultants end 
they can travel to export firms 
locations. 

3. Strengthened local export promotion capability - ADEX has improved export promotion services - ADEX PAS - Consultants effectively transfer 
capability; i.e. more equipment, better access to 
market information and more skled staff 
- Increased number of requests of ADEX services 

- ADEX administrative records 
- Project evaluations 
- Project reports 

export promotion skills to ADEX 
over time 

- Increased number of affiliates 
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NARRATIVE OBJECTIVELY VERIFIABLE INDICATOR MEANS OF VERIFICATION ASSUMPTIONS 

4. Greater information sharing and education within 
the export sector on critical export issues 

-Number of training workshops and seminars 
provided annually on critical export issues by 
issue, type. sector and participants. At least 30 
workshops/serninars provided annually 

- ADEX MIS 
- Project reports 

- Security do not restricts 
contracting and traveling of 
consultants 
- Consultants effectively transfer 
information to participants 

5. Strengthened capability within the export sector - Number and type of issues identifiod by Export - ADEX MIS - Export Sector Panel works 
to identify and prioritized needed policy proposals 
to the GOP for adoption 

Sector Panel and submitted to the PAPI Project for 
study and further implementation with the GOP 

- Export Sector Panel reports 
- Project reportslevaluations 

effectively as an advocate for 
exporters 

6. Increased production, management and - Quality of export products improved - ADEX MIS - Security do not restricts 
marketing capabilities of export firms - Volume and sales of exports of target enterprises - Sight visits 

- Consultant reports 
contracting and traveling of 
consultants 

- Special studies - Consultants effectively transfer 
information to export firms 
- Export firms capable of adopt 
improved skills 

7. Improved quality of axportable production base - Product rejection rates reduced 
- New markets developed 
- Increased volume and value of exports in target 

- ADEX MIS 
- project evaluations and reports 

- Security do not restricts 
contracting and traveling of 
consultants 

enterprises - Consultants effectively transfer 
information to export firms 
- Export firms capable of adopt 
improved skills 

Inputs: A.I.D GOP Private Sector 
- Technical Assistance (API) 
- ACDITECHNOSERVE Grant 

3.925 
2.800 

- Implementing agencies reports 
- Administrative Records 

Funds are approved in a timely 
manner 

- Credit/Reserve Funds 
- API Component Management 
- Export promotion Activities 
- Technical Assistance through ADEXICISE/IC 

1.275 
11.38S 
5.605 

10.000 

3.000 

- Controller reports 
- Project reports 
- Contractors reports 
- ADEX reports 

- Security restrictions do not 
affect c3ntrocting and travel of 
technical advisors 
- Technical advisors available 

- Project Management/Contingency 2.,10 
Total 27.500 10.OO0 3.000 
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ADDREVIRTIONS AND ACRONYMS 

LISTA DE ABREVIATURAS Y SIGLAS 

AID Agency for International Development 

(Agencia para el Desarrollo Internacional) 

AID/P AID/PerQ 

AID/W AID/Washington 

ANAPA Asociaci6n Nacional de Profesionales Agrarios 
(National Association of Agricultural 
Professionals) 

APALAM Asociaci6n de Profesionales Agrarios de Lambayeque 
(Association of Professionals in Agriculture in 
Lambayeque) 

APID Agricultural Policy and Institutional Development 
Project 
(Proyecto de Politica Agraria y Desarrollo Institu 
cional) 

ATG&T Agricultural Technology Generation and Transfer 
System 
(Sistema de Generaci6n de Tecnologla Agricola y 
Transferencia) 

ATT 
(TTA) 

Agricultural Technology Transformation Project 
(Proyecto de Transformaci6n de Tecnologla Agricola) 

BAN Biblioteca Nacional Agraria, UNALM 
(National Agrarian Library, UNALM) 

BAP Banco Agrario del PerQ 
(Agrarian Bank of Peru) 

BS Bachelor's degree of Science 
(Licenciatura en Ciencias) 

CARE Cooperative for American Relief Everywhere 
(Cooperativa Americana para la Asistencia en todo 
lugar) 

CAU Cooperativa Agraria de Usuarios 
(Agrarian Cooperative of Users) 

CD/ISIS An FAO bibliographic computer program 
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(Programa computarizado bibliogrAfico de la FAO) 

CDSS Country Development Strategy Statement 
(Declaraci6n de Estrategia de Desarrollo del Pals) 

CDINFOR Centro de Documentaci6n Forestal 
(Forestry Documentation Center) 

CDR Centro de Desarrollo Rural, MINAG 
(Rural Development Center, MINAG) 

CEAC Centro de Estadistica y Anhlisis Econ6mico, ONA 
(Statistical and Economic Analysis Center, ONA) 

CIAT Centro Internacional de Agricultura Tropical 
(International Center for Tropical Agriculture) 

CICAP Centro para la Investigaci6n y Capacitaci6n 
Chiclayo 
(Research and Training Center of Chiclayo) 

de 

CIMMYT Centro Internacional de Mejoramiento de Malz y 
Trigo 
(International Wheat and Corn Improvement Center) 

CIP Centro Internacional de la Papa 
(International Potato Center) 

CIPA Centro de Investigaci6n y Promoci6n Agraria, INIPA 
(Center for Agricultural Research and Extension, 
INIPA) 

CNA Confederaci6n Nacional Agraria 
(National Agrarian Confederation) 

CNPA Comit& Nacional de Productores de Arroz 
(National Committee of Rice Producers) 

CODESE Comit6 Departamental de Semillas 
(Departmental Seed Committee) 

CONCYTEC Consejo Nacional de Ciencia y Tecnologla 
(National Council for Science and Technology) 

CONFIEP Confederaci6n Nacional 
Empresariales Privadas 
(National Confederation of 
Institutions) 

de Instituciones 

Private Enterprise 

COTESU Cooperaci6n T~cnica Suiza 
(Swiss Technical Cooperation) 

CRSP Collaborative Research Support Program 

0' 



(Programa Colaborativo de Apoyo a la Investigaci6n)
 

CS Coordinador de Semillas, INIA
 
(Seed Coordinator, INIA)
 

CTTA 	 Communications for Technology Transfer in
 
Agriculture Project
 
(Proyecto de Comunicaciones para la Transferencia
 
de Tecnologla Agricola)
 

DFP Departamento de Economla y Planificaci6n, UNA
 
(Economics and Planning Department, UNA)
 

DG 	 Director General
 
(General Director)
 

ECASA 	 Empresa Comercializadora de Alimentos, S. A.
 
(Food Trading Enterprise)
 

EDAP 	 Equipo de Desarrollo Agropecuario de Cajamarca
 
(Agricultural Development Team of Cajamarca)
 

EEA 	 Estaci6n Experimental Agraria, INIA
 
(Agricultural Experimental Station, INIA)
 

ENCI 	 Empresa Nacional de Comercializacifn de Insumos
 
(Monopolio estatal de comercializaci6n,
 
importaciones de alimentos y distribuci6n)
 
(National Input Marketing Company)
 

ES 	 Economic Support Fund, AID
 
Fondo de Apoyo 	Econ6mico AID
 

ETTASA 	 Empresa de Transferencia de la Tecnologia, S.A.
 
(Technology Transfer Enterprise, S.A.)
 

FONAGRO 	 Fondo para el Desarrollo Agropecuario
 
(Agricultural and Livestock Development Fund)
 

FUNDEAGRO 	 Fundaci6n para el Desarrollo del Agro
 
(Agriculture Development Foundation)
 

FUNDEAL 	 Fundaci6n para el Desarrollo del Cultivo Algodonero
 
(Foundation for the Development of Cotton
 
Cultivation)
 

FUNDETRIGO 	 Fundaci6n para el Desarrollo del Trigo
 
(Foundation for Wheat Development)
 

FUNSIPA 	 Fundaci6n de Servicios a la Investigaci6n y
 
Promoci6n Agropecuaria
 
(Foundation for Services to Agricultural Research
 



and Promotion)
 

FDA/UNALM Fundaci6n para el Desarrollo Agrario/UNALM
 
(Agrarian Development Foundation of UNALM)
 

GDP Gross Domestic Product 
(Producto Bruto Interno) 

GNP 	 Gross National Product 
(Producto Bruto Nacional) 

GOP 	 Government of Peru 
(Gobierno del PerQ)
 

IARC 	 International Agricultural Research Center 
(Centros Interracionales de Investigaci6n 
Agropecuaria) 

IBRD 	 International Bank for Reconstruction and
 
Development
 
(Banco Internacional para la Reconstrucci6n y
 
Desarrollo)
 

ICE Instituto de Comercio Exterior
 
(Foreign Trade. Institute)
 

IDB 	 Inter-American Development Bank
 
(Banco Inter-Americano de Desarrollo) 

IDRC 	 International Development Research Center, Canada 
(Centro Internacional de Investigaci6n en 
Desarrollo , Canadg) 

INAF 	 Instituto Nacional de Ampliaci6n de la Frontera
 
Agricola
 
(National Institute for Agriculture Frontier
 
Expansion)
 

INDDA 	 Instituto Nacional de Desarrollo Agro-industrial 
(National Institute for Agro-industriil 
Development) 

INIA 	 Instituto Nacional de Investigaci6n Agraria

(National Institute for Agricultural Research) 

INIPA Instituto Nacional de Investigaci6n y Promoci6n 
Agropecuaria 
(National Institute for Agricultural Promotion and 



Research
 

Instituto Nacional de Planificaci6n
INP 

(National Planning Institute)
 

IPAE 	 Instituto Peruano de Administraci6n de Empresas
 
(Peruvian Institute of Business Administration)
 

IPM 	 Integrated Pest Management
 
(Manejo Integral de Pestes)
 

IRRI 	 International Rice Research Institute
 
(Instituto Internacional de Investigaci6n del
 
Arroz)
 

ISNAR 	 International Service for National Agricultural
 
Research
 
(Servicio Internacional para la Investigaci6n
 
Nacional de Agricultura)
 

IVITA Instituto Veterinario de Investigaciones Tropicales
 
y de Altura, UNMSM
 

for Tropical and Highland,
(Veterinary Institute 

UNMSM)
 

LOP Life of Project
 
(Vida del Proyecto)
 

MEF Ministerio de Economia y Finanzas
 
(Ministry of Economy and Finances)
 

MIAC Mid-America International Agricultural Consortium
 
(Consorcio Mid-Americano Internacional de
 
Agricultura)
 

MINAG 	 Ministerio de Agricultura
 
(Ministry of Agriculture)
 

MS Master's degree of Science
 
(Magister en Ciencias)
 

NARCs 	 National Agricultural Research Centers
 
(Centros Nacionales de Investigaci6n Agropecuaria)
 

NCBA 	 National Cooperative Business Association
 
(Asociaci6n Nacional de Negocios Cooperativos)
 

North Carolina 	State University
NCSU 

(Universidad Estatal de Carolina del Norte)
 

NGO Non-governmental Organization
 
(Organizaci6n No-gubernamental)
 



NRP 	 National (commodity) Research Programs
 
(Programas Nacionales de Investigaci6n de
 
Productos)
 

rograms
NRSP 	 National Research Support .

(Programas Nacionales de Apoyo a la Investigaci6n)
 

Office of Agriculture and Rural Development, AID
OARD 

(Oficina de Agricultura y Desarrollo Rural, AID)
 

OS Organization of American States
 
(Organizaci6n de Estados Americanos)
 

ONA Organizaci6n Nacional Agraria
 
(National Agrarian Organization)
 

PhD Doctor of Philosophy degree
 
(Doctor en Filosof a)
 

PL480 Public Law 480, USA
 
(Ley 480 de EE. UU.)
 

PM Person Month
 
(Persona al mes)
 

para el Medio
PNUMA 	 Proyecto de las Naciones Unidas 

Ambiente)
 
(United Nations Environmental Project, UNEP)
 

PRATEC 	 Proyecto Andino de Tecnologla Campesina
 
(Andean Project of Peasantry Technology)
 

PRISMA 	 Proyecto de InformAtica, Salud, Medicina y
 

Agricultura
 
(Information Management, Health, 

Agriculture Project)
 

PVO Private Voluntary Organization
 
(Organizaci6n Voluntaria Privada)
 

PY Person Year
 
(Persona al afto)
 

Medicine and
 

RD&E 	 Research, Development and Extension
 
(Investigaci6n, Desarrollo y Extensi6n)
 

REE 	 Research, Education and Extension Project
 
(Proyecto de Investigaci6n, Educaci6n y Extensi6n)
 

SEINPA 	 Servicios de Investigaci6n en Papa, COTESU
 
(Potato Research Services, COTESU)
 



Sistema Nacional de Informaci~n Documental Agraria
SNIDA 

of Agrarian Documental
(National System 


Information)
 

TA Technical Advisor
 
(Aseror T6cnico)
 

TT Technology Transfer
 
(Tranferencia de Tecnologia)
 

- La Molina
UNALM 	 Universidad Nacional Agraria 

(National Agrarian University - La Molina)
 

UNC Universidad Nacional de Cajamarca
 
(National University of Cajamarca)
 

UNMSM 	 Universidad Nacional Mayor de San Marcos
 

(National University Mayor de San Marcos)
 

UNPRG Universidad Nacional Pedro Ruiz Gallo
 
(National University Pedro Ruiz Gallo)
 

us 	 United States
 
(Estados Unidos 	de Norteam6rica)
 

US Government
USG 

(Gobierno de los EE. UU)
 



EXECUTIVE SUMMARY
 

I. EVALUATION AND SHORT-TERM RECOMMENDATIONS
 

The Agricultural Technology Transformation (ATT) project was
 
completing the Project Paper stage and entering the implementation
 
stage during a period of rapid change in 1987-88. Expected A.I.D.
 
funding declined from $60 million to $25 million, debt repayment
 
difficulties resulted in the withdrawal of World Bank and
 
InterAmerican Development Bank support, extensive reorganizations
 
of public sector institutions impacted agencies charged with
 
implementing project activities, and politically based security
 
problems were increasing. In spite of these difficulties, the
 
project achieved worthwhile accomplishments.
 

The ATT project was a broad-based, fairly ambitious project.
 
Under ideal conditions, it would have been surprising if all the
 
projected outputs were accomplished, and given the conditions under
 
which the implementation took place, such accomplishment would have
 
been a miracle. The evaluation team concentrated more on
 
identifying programs, activities and systems which either show,
 
promise or lack thereof, than on a detailed analysis of the Log
 
Frame outputs. In that same spirit, a section of thoughts and
 
recommendations for the future development of the agricultural
 
sector in Peru is presented separately from the summary evaluation
 
discussions and recommendations, but as a part of this executive
 
summary.
 

The ATT project included three major components, each with
 
three activities, or activity categories. The Components,
 
including Technology Generation, Technology Transfer, and
 
Development of Human Resources and Communications, were evaluated
 
as units regardless of the institutional responsibility assignments
 
for the various activities under each. Institutional Development
 
and Inter-Institutional Cooperation objectives were evaluated as a
 
multidisciplinary, multi.-activity exercise.
 

A. TECHNOLOGY GENERATION
 

Despite the problems mentioned, INIA and its predecessor
 
agencies have done a fairly good job. An important developoment
 
has been the development and internalization of a methodology for
 
research and extensicn. In spite of a tendency to try to spread
 
available resources over too many programs, INIA does try to
 
involve farmers in identifying research and extension needs, and
 
new planning/programming procedures introduced by ATT during the
 
last two years of the project should also help to gain better
 
focus. INIA will inevitably have to continue some kinds of support
 
for coastal research stations which have been turned over to
 
private sector organizations, but will benefit from the drastic
 
reduction in staff recently accomplished, and from the ability to
 
control staff quality under contract laws treating INIA as a
 
private sector institution. The new integrated research and
 
technology transfer strategy developed by INIA shows great promise
 



for the delivery of new technology by INIA to the Technology
 

Transfer system.
 

The research grants program administered by FUNDEAGRO was very
 

successful in supporting research opportunities for research
 

outside INIA, but suffered from such diversity in subject matter
 

that the impact could not be focussed in a few priority research
 

lines. The university research grants program administered by UNA
 

was more focussed, but suffered from disbursement problems which
 

interrupted and/or slowed research implementation. Both programs
 

appear to have addressed important problems, but have not had time
 

for validation of results, and have not yet shown much diffusion of
 

finding.
 

Primary Recommendations
 

1. USAID/Peru and the GOP should work together to provide "bridge
 
and
funding" between the end of the ATT -roiect the JDB
 

project under pr pa;rti&on Loss of key people contracted
 

under the ATT project, and the interruption of on-going
 
momentum developed over years of
research, would reduce 


effort, and place important systems in INIA in jeapordy.
 

small. high-level team to help
2. USAID/Peru should 2rovide a 

new. long-term research and extension
INIA establish 


are
strategies and riorities. The current priorities 

becoming outdated, and current realities of needs broader than
 

agronomic should be included, as well as a market-driven,
 
outlook on Peru's agricultural
comparative advantage based 


future. Farmer/agro-industry/private sector/university should
 

also be included in the exercise, and the new National
 
kind of collaboration a
Directive Council should make this 


continuing high priority on its agenda.
 

sUDDort either Fundaci6n Peru or FUNDEAGRO
3. USAID/Peru should 

the rivate
PL-480 financina.
in assisting. Rrobably with 


foundations/associations taking over research 
stations in the
 

coastal zone. These organizations desperately need help in
 

organizing themselves to be self-sufficient and to develop
 

business plans, set research priorities, etc.
 

should assist INIA. probably with a short-term
4. USAIDIPeru 

imrove its ersonnel management systems.
Assistance team. to 


5. Future USAID/Peru assistance in the agricultural research.
 

area should be channeled throuah a
extension. education 

oroaram of suoort
collaborative ADEXIFUNDEAGRO market-driven 

in the exort comodities of highest comRarative advantaae. 
Their role would be to bring together the various players 

needed for the production, post-harvest handling, processing,
 

marketing, etc. of priority export commodities, and should be
 

based on a strong market orientation.
 

resented to IDB
6. The research grants Rrogram success should be 




by FUNDEAGRO and UNA for Dossible continuation, with snecial
 
care to focus the research in critical areas. and to keep it
 
demand driven by careful Driority identification.
 

B. 	 TECHNOLOGY TRANSFER
 

The TTA project has supported the generation of a tremendous
 
volume of material, much of it potentially useful to producers. A
 
great variety of means have been used to disseminate material
 
ipcluding field days and demonstrations, leaflets, bulletins,
 
magazines, newspapers, radio, television, courses and seminars. In
 
general, the quality of the information appears to be good. In
 
general, input dealers, banks, cooperatives, producers associations
 
and organizations, local universities and agro-industries were not
 
used, and the problem solving applications of the imformation
 
suffered in consequence. The usefulness of much of the information
 
also suffered from the technology focus on agronomic themes,
 
especially variety generation. Farmers contacted also indicated
 
need for information relating to harvest/post-harvest technologies,
 
use of fertilizers and pesticides, credit management, water and
 
soil management, marketing, etc. Priority selection of receivers
 
and subject matter are faulty, including those in the Rural Women's
 
Program.
 

Of 55 Technology Transfer Specialistws trained, only three
 
remain. The others were lost .inthe personnel reduction program in
 
INIA. The farm records program of ONA has not worked well, but
 
their cost of production program produces information that is very
 
useful, and needs more diffusion. The seed program, working
 
through eight Departmental Seed Committees (CODESE's), is off to a
 
good start and providing valuable certification. They need to
 
develop more focussed business plans to assure their economic
 
survival, and need to be aware of changing priorities such as the
 
possible movement of most of the rice production to the selva
 
region.
 

PrimarvXRecommendations
 

1. 	 Develobladant a strategv for technoloav transfer usina
 
entities more naturally in position to handle it. such as
 
producers organizations. coooeratives. seed and input dealers.
 
3SL Some of the entities created and/or charged with
 
transfer of technology had little natural access to it, and
 
little natural contact with producers for transferring it.
 

2. 	 The farm records nroaram mav be an idea whose time has not Yet 
come, but the cost of production nroaram should should be 
continued, and if ssible exnanded to include nrices at the 
farm. villaaelwholesale, and retail levels. Farmers are not 
yet accustomed to paying for information, which was a factor 
in their failing to accept the farm records program, as it is 
a factor in the need to find more natural ways to transfer 
technology. 



Continue to suDDort and assist the CODEBE's 
While helnina them
 

3. 
 Monitor
 
develon sustainabilitv. monitoring them for 

nrogress. 

n2ants in Areauina ad Taranoto a_
the seed nrocessina 


possible models for others.
 

INFORMATION
HUMAN RESOURCES, AGRICULTURAL MARKETING AND

C. 

SYSTEMS
 

This component included improvement of the teaching program at 

Agrarian University at La Molina (UNALK), improvement
The National 
trainers at UNALM, improvement of the National
 

of faculty and 

of technical information
at
Agricultural Library UNALM, modes 


exchange used by all participating institutions, and both off-shore 

and in-country training programs. 

training program was
UNALM participation in the off-shore 


late entry into active participation in the ATT
 
reduced by its 

project, which in turn reduced its opportunities 

to improve faculty
 

through outside training. The university has made strong efforts
 

to improve the graduation rates of its Masters students, and has
 

programmed expanded practical and field oriented 
content into its
 

curriculum which Will improve the educational preparation when
 

those improvements are implemented.
 

Participants from other universities in the off-shore 
training
 

are using what they learned to help 
program who have returned 
rethink and restructure their organizations. 

They were mostly from 

the National University at Piura and the National University 
of the 

Altiplano at Puno.
 

The National Agricultural Library at UNALM has 
improved its
 

capabilities during the project, especially with 
the addition of
 

of telecommunications

CD-ROM capability and the beginning 


capability to link with information sources both 
inside and outside
 

Peru, and with users. Unfortunately or otherwise, the ATT project
 

can take only limited credit for advances made.
 

Modes of technical information transfer vary widely, as 
transfer section. Excellent
the technology
pointed oat in 

information has been prepared with ATT funding using the CTTA model 

simple, practical materials, especially in Punop
of preparing were alsosuch information preparation

although examples of 

received from several other locations. Such information is used 

for field days, handed out on visits to producers# 
and used as a 

Time limits prevented a good
basis for radio programs. 

determination of the exact audiences for this 

information, and of
 

its impact.
 

The full scholarship, off-shore training program 
selected and
 

sent fewer participants than expected, but part 
of the savings were
 

used to finance a partial scholarship program 
within Peru to assist
 

In less than
 
graduate students in the completion of their 

degrees. 

year of that program, UAL graduated more Masters students than 



in the past ton years combined. Areas of study, although not 

following the project design exactly, still tended to show a bias 

toward agronomic subjects# both in-country and off-shore. Those
 
they
have tended to return to whe
returning from training 


the higher level tznined
originated, with some tendency for 

individuals to migrate to Lima.
 

Princinal Recommendations
 

nroaram should be
1. 	 The off-shore Ph.D. and H.S. dearee arant 

further action taken.
considered conslted, and no 


2. 	 If fulnds are available, further grants are rcomnended for 
in

country H.S. roarams, eseciallv at Piura and Puns.
 

nroaram at UNALM is
3. 	 Continuation of the gartial scholarship 

recommended to assist more students lacking only thesis work
 

to finish their degrees. and the nroaram should be extended to
 
students in
reigional universities with M.S. Rrograms to helm 


the same circumstances graduate.L
 

should be performed to determine whether
4. 	 A needs assessment 

further investment in the National Agricultural Library should
 

in aettina "on line" with informatlon
be-made to assist it 

search and access canabilities.
 

D. 	 INSTITUTIONAL STRENGTHENING AND COOPERATION
 

Through the mere necessity of contact through the ATT project, 
contacts and
the participating institutions have expanded their 


The
 
found some ways to cooperate, much of it on a personal 

basis. 


formal cooperation foreseen through the leadership of FUNDEAGRO 
was
 

largely prevented by placing the responsibility for administration 
exacerbated

of many of the ATT funds for all institutions# which 

the existing inter-institution rivalries and mistrust. Cooperation 
visible to the short-term visitor such as the at the field level is 

and years of working together on the Project
evaluation team, 

even supported more tolerance and
coordinating Committee has 

Complete agreement
respect among officials at the national level. 

but a 	 has made toward defining

is not the goal, beginning been 
on directions and priorities.complementary roles and agreeing 

to done, 	 Fujimori government can
Much remains be but if the 


maintain relative stability, progress will continue.
 

zvaluators of the three specific components of the project. 

while sometimes tending to be more fascinated with the problems 
of 

the participating institutionse have all noted strengths which can 
Many 	of the
 

provide a basis for continuing growth in the sector. 

each of the component evaluations deal

specific recommendations in 
to build on strengths. in

with 	correcting a weakness or continuing 
addition, the Future Directions section immediately 

following the
 
ways of continuing to 

current Zxecutive Summary treats some 



the
strengthen the participation of various insitutions in 


development of the agricultural sector and of Peru.
 

Snecific Recommend ations
 

1. 	 Each institution viii gain more institutional canability from
 
fundina extended directly to it with resoonsibilitX for
 

activities. and coo2eration among institutions viii also be
 
easier.
 

should have a Board of
2. 	 A- Foundation such as FUNDEAGRO 
Directors composed of individuals selected for their nersonal
 

and experience instead of institutional
knowledg e 
representatives. Institutional representatives tend to see 
the new organization as a competitor and to transplant 

thinking from their own agencies. Members selected for their 

skills and knowledge tend to see it as a new opportunity to 

accomplish some things other organizations cannot do, and they 

bring fresh thinking and ideas to their tasks. An advisory 

council made up of institutional representatives might not be 

a bad idea, but should act strictly as an advisory body, whose 

advice may be heeded or not at the discretion of the Board. 

ublic and nrivate
3. 	 Recoanizina the difficulties involved, the 

the acricultural sector must
institutions with interests in 


agree at least generally on a few priority directions for 
educationconcentrated research. technology transfer, and 


efforts: exvand their view to include more comIete systems of
 

information needs: and define roles for each of the various
 

ilhir.L. Regardless of funding system or good will,
 

cooperation among institutions of both the public and private
 

occur only when they are all working towardsectors will 

similar goals, and meaningful information will be generated
 

which produces development only when all the information needs
 
consumer
of the complete system from producer decision to 


purchase and use arc considered. That, in turn, requires
 

limiting the commodity foci severely at any one time.
 



11. FUTURE DIRECTIONS - RECOMMENDATIONS
 

TRANSFER OF TECHONOLOGY, EXTENSION; SECTOR DEVELOPMENT
 

THE BASE THAT HAS BEEN ESTABLISHED BY THE AGRICULTURAL
 

TECHNOLOGY TRANSFORMATION PROJECT IS USEFUL. IT IS TIME HOWEVER TO
 

MAKE SIGNIFICANT MODIFICATIONS THAT CAN IMPROVE THE EFFECTIVENESS
 

AND EFFICIENCY OF MASS TRANSFER AND APPLICATION OF APPROPRIATE
 

TECHNOLOGY THOUGHOUT THE SECTOR.
 

SUCCESSFUL GENERATION, VERIFICATION, COLLECTION, MANkGEMENT, 

INTERPRETATION, ANALYSIS, TRANSFER AND MASS APPLICATION OF 

TECHNOLOGY REQUIRES THE INVOLVEMENT OF MANY PEOPLE AND 

SERVICES/FUNCTIONS. EACH ACTIVITY/FUNCTION WITHIN THE TECHNOLOGY 

-CHAIN" REQUIRES A HIGH DEGREE OF TECHNICAL SKILLS. ONE OF THE 

MAJOR WEAKNESSES CURRENTLY IS THAT AGRICULTURAL AGENCIES OFTEN TRY 

TO DO MANY FUNCTIONS (EQ. RESEARCH, TECHNOLOGY TRANSFER, EXTENSION, 

ECT.), BUT END UP NOT DOING ANY OF THE FUNCTION ADEQUATILY WELL. 

SPECIAL EFFORT SHOULD BE MADE TO DEFINE THE APPROPRIATE ROLE
 
FOR EACH OF THE KEY AGRICULTURE/AGRO-INDUSTRY ORGANIZATIONS AND
 

HELP THEM TO GAIN THE KNOWLEDGE AND SKILLS REQUIRED TO SUCCESSFULLY
 
PROVIDE THEIR DESIGNATED FUNCTION 114 THE TECHNOLOGY TRANSFER CHAIN.
 

THE FOLLOWING BRIEFLY PRESENTS SUGGESTED MODIFICATIONS AND
 

AGENCIES ROLES FOR THE FUTURE.
 

SPECIFIC ROLES/INVOLVEMENT OF KEY PUBLIC AND PRIVATE ORGANIZATIONS
 

IN THE TRANSFER OF TECHNOLOGY "CHAIN".
 

A. 	INTERNATIONAL SOURCES OF INFORMATION/DATA
 

B. 	MINISTRY AGRICULTURE
 

C. 	 INIA
 

D. 	UNALM AND LOCAL/REGIONAL UNIVERSITIES IN PERU
 

E. 	NATIONAL AGRICULTURAL LIBRARY AND LOCAL UNIVERSITIES
 
LIBRARIES
 

F. 	AGRICULTURAL SECTOR ANALYSIS, MONITORING AND STRATEGIES
 
PLANING UNIT (ASAMSPU) EJ_0.2
 

G. 	FUNDEAGRO
 

H. 	PRIVATE FOUNDATIONS
 

I. 	ONA 

J. 	PRODUCER COMMITTEES/LEADING PRODUCERS
 

SERVICESK. AGRIBUSINESS, INPUTS DISTRIBUTORS, AGR. SUPPORT 



AGRO-INDUSTRIES PROCESSORS MARKETING
 

FIRMS/SERVICES/EXPORTERS
 

L. ADEX
 

Discusionl
 

A. INTERNATIONAL SOURCES OF INFORMATION/TECHNOLOGY/DATA
 

International sources of information/technology/data are
 
critical in providing required technology in the Peruvian
 
Agricultural sector. Increased emphasis should be placed on
 
obtaining available information/technology data from international
 
sources. The new thrust to link up with outside international
 
sources should not only include Agronomic information from sources
 
such as CIMMYT, CIAT, CATIE, IRRI, etc., But should include sources
 
such as the post harvest center, Moscow Idaho, Private Agro

industries, Universities, National Agriculture Libraries, marketing
 
information services, etc.
 

The principle link with foreign information sources within the
 
Peruvian transfer of technology "chain" will probably be INIA-

Ministry of Agriculture, UNALM, local Universities, National
 
Agricultural Library and FUNDEAGRO. These key agricultural
 
organization will use :d should transfer the information
 
technology obtained from international sources throughout the
 
agriculture/agro-industrial/agribusiness sector and local
 
Universities Libraries and information centers.
 

D. MINISTRY OF AGRICULTURE
 

The Ministry of Agriculture role in the transfer of technology
 
"chain" is vital. The policies and regulations set forth by the
 
GOP can have a strong influence on establishing an attractive
 
investment environment. If the investment environment is
 
attractive, producers/agri-business/agro-industries will invest,
 
purchase inputs, improved seed, fertilizer, irrigation equipment,
 
etc., and apply modern technology in the process.
 

The Ministry possibly can assist in making short term 
production credit and longer term investment credit (for 
establishing tree crop plantations, agro-industry processing 
plants, etc.), more available within the agricultural sector. 
Available, affordable credit is a great stimulant to the mass 
application of technology. 

C. IN1
 

INIA's research role in the future should be limited to
 



research and basic Laboratory

conducting basic high priority 


be working in the
 
INIA 	has indicated that they will


service. 

following locations in the future:
 

(Costa)
" 	 HUARAL 

(Sierra - Cajamarca)
" 	 BANOS DEL INCA 

(Sierra - Cusco)
" 	 ANDENES 

(Sierra - Puno)
" 	 ILLPA 

(Selva - Iquitos)
" 	 SAN ROQUE 


0 DORADO
 
0 MUYUY
 

(Selva - Tarapoto)
" 	 EL PORVENIR 

(Selva - Pucallpa)
" 	 PUCALLPA 

(Selva)
" 	 YURIMAGUAS * 


* Could be a specialized substation. 

INIA will probably need to provide some assistance in the 
near
 

future to the following research stations.
 

" SAN CAMILO (Costa)
 
" VISTA FLORIDA (Costa)
 

During the transition period INIA also possibly 
will need to
 

provide some consulting services to the experiment 
stations that
 

have been transfered to the private foundations.
 

INIA's function in the technology transfer chain 
should be:
 

1. 	Conduct basic research
 

basic services (priority plant breeding,

2. 	Provide 
 laboratory


maintaining seed/germ plasm bank, priority 


services, etc.)
 

station test to verify/validate refearch
 
3. 	Conduct off 


results.
 

Transfer the technology, research results recommendations,
4. 

to; Private Foundations, Universities, Cooperatives,
 

Agribusiness, Agro-industry, ADEX, FUNDEAGRO in 
the form
 

of documents, courses, seminars, field days, 
radio, TV,
 

newspaper, etc.
 

jt-J: While INIA has a critical role in 	preparing 
the massdeveloped technology for transfer, 


dissemination and technology transfer should 
not
 

be done by INIA.
 

MOLINA (UNALK) AND OTHER
 
D. 	 UNIVERSIDAD NACIONAL AGRARIA LA 


LOCAL/REGIONAL UNIVERSITIES IN PERU.
 



The universities faculties of agricultural, economy, business
 
administration, industry, communication, etc., can have a major
 
role in obtaining widespread diffusion of improved technology. The
 
UNALM and the local Universities have faculties and upper level
 
students that are eager to participate in the transfer of
 
technology in their area of influence. In their Communities the
 
faculties and students can assist in conducting on-farm field
 
trials of technology (adaptive trials) on major and new crops
 
production practices, conduct trial marketing technologies, assist
 
in agro-industry technology development, assist agribusiness/inputs
 
dpalers, bankers, etc. with obtaining appropriate technology useful
 
to their business and to their producers clients.
 

The faculties and students do not need to be paid. They only
 
need support funds for supplies, materials, transportation, etc.
 
supporting their work in the transfer of technology effort. Their
 
involvement can be highly cost effective. The vice-rectors, deans
 

and other university faculties members visited all agreed that an
 

involvement of their faculties and upper level students would not
 

only help producers, agribusiness, agro-industries, foundations,
 
etc. in their communities, but would also help the students to have
 

an opportunity to have practical experiences and to become more in
 
touch with the agriculture sector problems and opportunities. The
 
rector and deans also said the students and faculties involvement
 
would strengthen the classroom studies.
 

In the process of involving UNALM and local Universities a
 
high priority activity should be to also up grade the various
 
Universities Libraries so they have the latest appropriate
 
technologies available on-line and other methods of establishing
 
and maintaining a dynamic technical reference information-data base
 

appropriate to their agricultural sector development needs in the
 

various Communities.
 

Selected universities from the following, possibly could form
 

the core group of universities involvement in the mass application
 
of technology effort.
 

- TINGO MARIA
UNIVERSIDAD NACIONAL AGRARIA DE LA SELVA 

- UNALM
UNIVERSIDAD NACIONAL AGRARIA LA MOLINA 


(TABLES)
 

UNIVERSIDAD NACIONAL DANIEL ALCIDES CARRION - PASCO
 
UNIVERSIDAD NACIONAL DE CAJAMARCA
 
UNIVERSIDAD NACIONAL DE LA AMAZONIA PERUANA - IQUITOS
 
UNIVERSIDAD NACIONAL DE PIURA
 
UNIVERSIDAD NACIONAL DE SAN MARTIN - TARAPOTO
 
UNIVERSIDAD NACIONAL DE TUMBES
 
UNIVERSIDAD NACIONAL DE UCAYALI - PUCALLPA
 
UNIVERSIDAD NACIONAL DEL ALTIPLANO - PUNO
 
UNIVERSIDAD NACIONAL DEL CENTRO - HUANCAYO
 



- CHIMBOTE
UNIVERSIDAD NACIONAL DEL SANTA 

- HUANUCO
UNIVERSIDAD NACIONAL HERMILIO VALDIZAN 


- TACNA
UNIVERSIDAD NACIONAL JORGE BASADRE 

- LAMBAYEQUE
UNIVERSIDAD NACIONAL PEDRO RUIZ GALLO 


- HUARAZUNIVERSIDAD NACIONAL SANTIAGO ANTUNEZ DE MAYOLO 

UNIVERSIDAD NACIONAL SAN AGUSTIN - AREQUIPA
 

- CUSCO
UNIVERSIDAD NACIONAL SAN ANTONIO ABAD 

- AYACUCHOUNIVERSIDAD NACIONAL SAN CRISTOBAL DE HUAMANGA 


- ICA
UNIVERSIDAD NACIONAL SAN LUIS GONZAGA 


PRIVATE UNIVERSITIES WITH AGRONOMY PROGRAMS
 

- PUNO
UNIVERSIDAD ANDINA NESTOR CACERES VELASQUEZ 

APURIMAC
UNIVERSIDAD PARTICULAR DE APURIMAC -


UNIVERSIDAD DE HUANUCO - HUANUCO
 
- LIMA
UNIVERSIDAD PARTICULAR UNION INCAICA 


AREQUIPA
UNIVERSIDAD CATOLICA DE AREQUIPA -

A pilot effort involving 5 or 10 local Universities plus UNALM
 

should be tried and should be expanded based on success.
 

Approximately 5 or 10 Universities faculties and upper level
 
assist
students/graduate students should be mobilized to in
 

transfer of technology as soon as funds are available. University
 

officials during visits indicated that their faculties and students
 

in Agriculture, Nutrition, Economics, Business Administration and
 

Accounting, Industrial Engineering, Biological Sciences, etc. would
 

welcome the idea of participating in a transfer of technology
 

effort. No salaries would need to be paid, only support cost;
 
materials, equipment, transportation, etc.
 

The University officials estimated that at least 25
 
universities in the country would have an average of from 5 faculty
 
member in each of the 5 or 6 departments or about 25 faculty
 

members per University. That would mean about 25 Universities with
 
average of 25 faculty member per University. This mean over 500
 
professors could be available to work on transfer of technology and
 
possibly technology generation in economics, Marketing, etc.
 

The University leaders estimated that each professor would
 
have about 5 appropriate upper level students that need practical
 
hands on experience and would be anxious the work in Agriculture,
 
Agro-industry, Agribusiness, Marketing, Nutrition, Communication,
 
etc. That would mean at least 2,500 upper level students are
 
available for working in technology transfer each year at only the
 
cost of materials equipment supplies, transportation, etc. In the
 
process of the Universities involvement the faculties would be up
 

graded and using more modern technologies in their class
 

instruction. The Universities Libraries would be up graded to meet
 

the demand for technology/information in their specific Communities
 

by the students and faculties involved.
 



The numbers are over whelming. However, it is recommended
 
that a pilot effort be launched with at least 5 local Universities,
 
plus UNALM and mobilizing about 5 professors in each University,
 
and about 5 students each per professor.
 

Mobilizing the involvement of the universities will tap a
 
capable knowledge base. Their involvement will establish a local
 
technical "army" to work on problem and opportunities in their
 
communities. They know their area, they know their people, they
 
know their problem. The seem to be anxious to get into the
 
development efforts.
 

The upper level students will bring young enthusiasm, new
 
ideas, eagerness to try new things to the technology transfer
 
system.
 

The UNALM probably should be the mobilizer and technical
 
coordinator of the Universities involvement.
 

Definite targeted clientele should be specified to receive
 
technology from the Universities involvement, such as; on farm
 
field trials of specific crop, priority Agro-industries, farm store
 
inputs dealers, Banks, marketing firms, youth and women's program,
 
etc.
 

LOCAL
E. 	 NATIONAL AGRICULTURE LIBRARY - LA MOLINA AND OTHER 
UNIVERSITIES LIBRARIES 

Having easy access to information/technology is a must in
 
developing a successful system to obtain mass application of
 
technology. Too often research results and other information
 
about appropriate technology is known only by a few researches or
 
a few other people ... it's kept in heads, their desk, office but
 
it not made available to others. The National Agricultural
 
Library, La Molina, and the other Local Universities can quite
 
easily correct this problem and build an effective memory and
 
recall system of information/technology.
 

They can improve the system of getting and sending
 

information/technology from outside international sources and from
 
key information/technology generating organizations within the
 
country.
 

As PerO moves forward to modernize the
 
AgriculturaII groindustry sector, there will be major shifts in
 
production areas (ej. rice being produced less on the coast and
 

more in the selva); traditional crops will gradually give way to
 

more intensive, high value, export potential crops. More emphasis
 
will be placed on agro-industrial .... value added food/feed and
 
fiber processing.
 



These changes will demand new, improved ways of obtaining,
 

verifying/validating/adapting, transfering and using technology,
 

information and data.
 

Technology, information, data are now all powerful in the
 

competitive markets.
 

Research and other information technology gathering activities
 

must be principally user (demand) driven, with careful priority
 

selection if the needed information/technology is to be available
 

fpr mass transfer and use within the sector.
 

The generation, collection, management, verification,
 

interpretation, analysis and transfer of technology within the
 

agricultural agro-industrial sector must be improved to raise it to
 

a much higher plain. In the future the generation, collection and
 
more
transfer of technology must be much more dynamic, with 


systematic transfer linkages amoung the various areas of the
 
country, and also with other world sources.
 

Successful production and marketing of an agricultural product
 
must be thought of as a system, where many distinctive people and
 
service must be involved, from the decission to plant the specific
 

though the system to the ultimate
priority crop all the way 

consumer of the product.
 

Information/technology must not be thought of as, a little bit
 
here and a little bit there, but must be thought of as system of
 

to and assist the
information/technology available guide 

development of specific crops, businesses and industries.
 

The following is not intended to be all inclusive, but is
 
presented to emphasize the diversity of information/technology that
 
is needed by the many individuals, services, firms and
 

to meet the needs to guide decision making in
organizations 

production and marketing of export fresh or processed products.
 

Information, technology and methodology required for Marketing
 

export fresh or processed products.
 

- PRE-PRODUCTION ACTIVITIES 
- Determining priority products for export that have 

competitive potential (fresh and processed). 
- Determining product quality and specification 

requirements within the targeted markets. 
- Targeting identifying specific markets 
- Promotion and establishing alliances/joint ventures 

partners (in country and in foreign market countries). 
- Developing business plans, marketing agreements, and 

contracts. 
- Arranging for financing/business plans 
- Scheduling production and delivery to meet market 



demand.
 
Arranging for requiered appropriate inputs, technical
 

and other services and facilities for production,
 

harvesting, packing and transporting.
 

PRODUCTION
 

- Prioritizing deciding what crops to produce (fresh and 

processed) 
- Identify the most appropriate production location for 

potential export crops. 
- Production organization (Individuals, 

Cooperativies/Groups. 
- Scheduling the production season to get optimum prices 
- Determining appropriate profitable level of technology 

- production systems.
 
- Monitering yields, losses and quality control.
 
- Evaluating cost and profitability.
 

HARVESTING, PACKING AND HANDLING
 

- Scheduling harvest 
- e'° ning and using proper containers and facilities
 

- C' !ng, packing
 

INSPECTION ANDSHIPPING REQUIREMENTS, LABELING, REPORTING, 
QUALITY CONTROL
 

- In Country
 

TRANSPORTATION
 

- In Country 
- To foreign market country 
- Shipping guide (days, temperature, humidity, etc. 

recommendations).
 

ARRIVAL IN THE FOREING MARKET COUNTRY
 

- Ports of entry regulation
 
- Customs requirements
 
- Clearing customs
 
- Foreing market regulations, inspection and control 

- Foreign markets in country quality and price 

monitoring 

FINANCIAL/ECONOMIC ASPECTS
 

AR
 



- Costs and profitability 
- Competitiveness 
- Contractual arrangements, equitable division of 

profits (fees, commission, fixed price's sales, change
 
of ownership of product, etc.) 

- Risk reduction 
- Payments, letter of credit, currency exchange. 
- Business analysis 

UNDERSTANDING OF THE EXPORT MARKETS
 

- Understanding of the foreign market distribution 
system and the roles of each major function in the 
foreign system (brokers, distributors, retailers, 
etc.) 

- Study and monitor foreign market demands, quality 
requirements, timing, price fluctuation, etc. 

F. AGRICULTURAL SECTOR, ANALY818 MONITORING AND STRATEGZIC
 
PLANNING (ASAMSPU) PROPOSE 

A new unit is needed in the technology transfer system of the
 

Agricultural sector to analyze, interpretate and use
 

information/technology in support of commercializina specific
 

crops/Rroducts 2roduction and marketing systems and develoDina
 
agro/industries.
 

The new unit can bring the Agricultural sectors decision
 
making, commercialization, agricultural industrialization and
 

export technology to a new higher level than it is currently.
 

Due to the great diversity of production areas, crops
 

people/cultures, etc. the technology transfer effort requires a
 
truth" approach to selectingprogrammatic, comprehensive "ground 

commercialization,
priority crops in specific areas for 

industrializing and or exporting. This requires the use of Market
 

national
information/technology from outside sources, local, 


resource eg. soil, water, climate, etc. along with local research
 

results, economic data, policy/restrictions information farm level
 

data, National Censos data, etc. about specific problems and
 

opportunities in the specific areas.
 

The new proposed analytical unit is needed to properly bring
 
analyse and use appropriate
together, interpretate, 


to halp develop specific crop/productstechnology/data/information 

Gm221t& production and marketing systems.
 

The proposed ASANSPU unit should; 

- - develop demand driven statical data bases for targeted 



Areas and high priority crops.
 

- - Maintain a ready reference technical and agribusiness 
library/information center with appropriate linkages to
 
incountry and foreign information/technology sources.
 

develop profiles of:
 
specific areas targeted for commercial production of
-

industrialize and export crops
 

- selected crops/products production and marketing
 
system identifying major problem and opportunities
 

interpretate and analysis technology/information/data for
 
use for:
 
- Selecting priority crops
 
- Selecting priority sites for organized commercial
 

production
 
- developing strategic plans for commercializing
 

specific targeted crops
 
crops or Agro industry,
- preparing specific 


Agribusiness situation reports.
 
- developing crop or Agro industry investment models.
 

The analysis, profiles, situation reports investment models
 

done by the unit should be made available to appropriate public and
 

private organizations within the agricultural sector.
 

The work of the unit will be highly useful to GOP in policy
 

formulation and to banks in evaluatinf loan applications.
 

be located in or -near
The proposed unit probably should 


FUNDEAGRO, and the "New" FUNDEAGRO should be located near ADEX.
 

The proposed units efforts could be highly useful to FUNDEAGRO in
 

their work to assist private commercial agribusiness firms,
 

foundations, agro industries, etc.
 

G. FUNDEAGRO
 

role future
FUNDEAGRO should have a very critical in 


development of a diversified commercial agricultural/agro industry
 

sector in Per6.
 

FUNDEAGRO needs to tighten its focus gain new capabilities to
 

on packaging (describing) and providing marketable
concentrate 

services supportive to private agriculture/aqro industry and
 

marketable services,
agribusiness development. In providing 


FUNDEAGRO wIl Rlay a major role in the transfer of technologv.
 
day, sustainable manner.
automatical)i-and in a natural day to 


services should include, but not be
FUWDEAGROs marketable 

limited to, providing the following services for a fee:
 



a. 	Continue to manage development assistance funds.
 

b. 	Manage projects.
 

c. 	Provide support services to projects, or proposed projects 
in the agricultu:e/agro-industrial sector. 
- Prepare proposals 
- review proposals
 
- prepare investment models
 
- prepare loan applications
 
- review loan applications for banks
 

d. 	Develop business/agro industry plans and strategies for: 
- new commercial agriculture/agribusiness 
- restructuring/expanding existing businesses 
- developing marketing strategies 
- defining, packaging and pricing marketable services 

e. Improving agribusiness operations 
- provide business management systems 
- develop strategies for reducing operational cost in 

agriculture/agro-industries 

f. Consulting services 
provide high level local and world sources consultants
-
thoughout the agricultural sector.
 

g. 	Dynamic "hot sheet" newsletter
 
-	 prepare, market and distribute a 2 to 4 page news 

every two weeks with current, imperativeletter 

information/data for the modern agriculturist, banker,
 

The 	news letter
investors, both public and private. 

should have a business, investment opportunity,
 

costs/prices, marketing, etc. focus.
 

FUNDEAGRO should establish a self monitoring system to assure
 
services, with unquestionable
that it provides top quality 


integrity and complete confidentiality. FUNDEAGRO should take
 

equity for part of their service fees in the future, as investment
 

venture capital in the agribusinesses that FUNDEAGRO is assisting.
 

FUNDEAGRO targeted clients should include, but not be limited
 

to the following:
 

- INTERNATIONAL ORGANIZATIONS WORKING IN PERU
 
- NATIONAL ORGANIZATIONS PUBLIC AND PRIVATE
 
- BANKERS AND INVESTORS
 
- PRIVATE FOUNDATIONS
 
-	 AGRO INDUSTRIES PROCESSORS 

AGRICULTURAL INPUTS DEALERS
 
- AGRICULTURAL SERVICES FIRMS 
- COOPERATIVES 
- ASSOCIATIONS 
- PRODUCERS ORGANIZATIONS/COMMITTEES 



-	 COMMERCIAL PRODUCERS 
-	 MARKETING FIRMS 
-	 UNIVERSITIES 

FUNDEARO vi.1 need considerable assistance before it can be
 

expected to provido the above listed marketable services. It will
 

need a high level, dynamic business oriented advisor. It should
 

also obtain assistance such as that offered by organizations like
 
business
ACDI, Technoserve, Score/Able, private accounting and 


management firms.
 

FUNDEAGRO should be located near ADEX to assure day to day/hour
 

by hour working relationship.
 

R. 	PRIVATE FOUNDATIONS
 

Private foundations can provide fundamental function in the
 

technology transfer system. They can;
 

though their research
1. 	generate information/technology 


programs.
 

2. 	transfer technology to their members or clients.
 

3. 	contribute the technology to the technical reference
 

library system.
 

4. 	purchase, sell and distribute appropriate inputs such as
 

seed, fertilizer, etc. and provide use recommendations to
 

their clients. They are in direct day to day contact with
 

local problems and opportunities, therefore they play a
 

major role in knowing what new information technolcges are
 

needed.
 

1. 	ONA
 

ONA could have a role in the future technology transfer system.
 

They possibly could provide organizatival assistance with some of
 
to 	 help them to have a
the producer groups/Committees 


the targeted
technical/business purpose. They could help 

to possibly jointly buy and distribute recommended
Committees 


inputs, certified seed, etc. They could promote within the
 

use 	of improved harvesting and post harvest
producer group the 

help some groups/Committee to
handling practices. They could 


They
arrange for joint transportation or other support services. 


could possibly provide organizational contact assistance working
 

with FUNDEAGRO to help some targeted producer Committe/groups to
 

become Cooperative/Agribusinesses, eq. inputs dealers, farm supply
 

stores, marketing firms.
 



ONA could continue to collect priority Jata at the
 
production, prices
farm/producer group level, such as cost of 


and 	cost,
received at the farm level, transportation availability 


community, wholesale and supermarket product prices. This
 

information/data should be made available to the GOP, international
 

organizations, University Libraries and to the proposed New
 
Strategic Planning
Agricultural Sector Analysis, Monitoring and 


unit.
 

J. 	PRODUCER COMMITTEES/LEADING PRODUCERS
 

Producers play a major role in the application of technology,
 

because they are users of technology.
 

There are over 500 producer group/Committes in PerO.Leading
 
assist in the technology chain as


farmers and farmer group can 

follows:
 

1. 	They can provide sites for a farm field trials and field
 

days.
 

2. 	Farmer groups/Committees can within their group promote the
 

use of improved technology.
 

Farmer group could jointly buy and distribute recommended
3. 

inputs, eq. improved/Certified seed, etc.
 

Farmer groups could promote improved harvestpractices and
4. 	
post harvest handling and could jointly purchase and
 

produce boxes and other approved/recommended
distribute 

materials/equipment, etc.
 

they
5. Leading farmers and farmer group are on the ground ... 
know the problem, therefore their feed-back to those
 

organization that are generating and obtaining
 

information/technology is vital to making the technology
 
They are key players in
transfer system demand driven. 


determining priorities.
 

AGRVULTURhL
1. 	AGRIBUSINEESS, BANKERS, INPUTS DISTRIBUTIONs 


SUPPORT SERVICESO AGRO-INDUSTRIES PROCESSORS# AND KAMKETING
 

FIRMS 

The future growth of the Agricultural sector in Perd 
depends
 

largely on the ability to commercialize and industrialize the
 

sector.
 

Agricultural
Agribusiness, bankers, inputs distribution, 


support services, Agro-industries processors, and marketing 
firms
 

the transfer of appropriate

all have an important role in 




technology.
 

The above group of business and firms are the best channel to
 

obtain widespread application of appropriate technology. They are
 

in day to day contact with producers. If the inputs dealer buys
 

and sells approved improved seed they are transfering technology by
 

If the marketing firms and Agro-industry pays
selling better seed. 

for quality product, they automatically are promoting the
 

more 

practice of improved harvest and post harvest technology. If the
 

banker requires the use of improved technologies before he makes
 
the use of improved
the loan, he is automatically supporting 


technology.
 

These firms are the best link to the farmers. Every farmer
 

deals with them on a regularly bases. The agribusiness firms can
 

transfer technology to the Masses on a day to day, regular basis,
 

as they go about there regular work. They are also a very
 
the priority needs of


important feed back system to determine 

to support
future research and information generation 


commercial/Agro-industrial development.
 

L. ADEX
 

Although ADEX is not in the TTA Project it plays a major role
 
to day work with
in the technology transfer chain. It's day 


exporters is an important link between local exporters and 
foreign
 

markets, and the technical elements of transportation, handling,
 

etc. required to successfully get product from Perd to the targeted
 

markets.
 

into the technology transfer system
ADEX can feed back 

market potentials,
important information relative to foreign 


requirements relative to product size, color, quality, seasonality,
 

packaging and handling technologies required, etc.
 

As ADEX feed back the requirements and works with exporters, 
to feed back the requirements to thethe exporters are going 

This is going to promote the use of improved
producers. 

practices/technologies.
 



GENERAL RECOMMENDATIONS FOR THE FUTURE
 

1. Reduce Cost of Project Coordination.
 

2. 	Provide support funds directly to implementing agencies rather
 
than the current pass though method.
 

3. 	Provide funds for accomplishment/Droducts, not for activities.
 

4. 	Any remaining fund after August 31, should be used to;
 

a. 	Continue with bridge funding for very high priority
 
activities, such as the Seed Program, until a new project,
 
or BID, or someone can pick them up.
 

b. 	Restructure and strengthen FUNDEAGRO ...... Create as soon
 
as possible a "New FUNDEAGRO", that is Commercial
 
Agriculture, Agro-industry business development focussed.
 
As soon as funds can be made available the following should
 
be done;
 

1. 	Create the proposed Agricultural Sector Analysis,
 
Monitoring and Strategic planning Unit (ASAMSPU) in or
 
near FUNDEAGRO and close to ADEX.
 

2. 	Now that Agro-industry has been moved from INIA to
 
UNALM (This probably means Agro-industry, Economics
 
Commercial Agribusiness, Marketing, etc.) USAID if
 
possible should assist the University to fill the
 
current research/technology void in this areas.
 

5. 	 Future efforts should be concentrated on a few
 
Commercial/export promising products and agro-industries in
 

specific production areas.
 

6. 	A new strategy should be adapted for technology transfer that
 

mobilizes local Universities and UNALM, inputs dealers/farm
 

supply stores, Foundations, Agro-industries, banks, farm
 

groups, etc. to all become transfer of thechnology agents in
 

their day today contact with their farm or business clients.
 



RCKNOWLEDGEMENTS
 

The evaluation team acknowledges the full and enthusiastic 
support of all institutions involved in the Agricultural Technology 
Transformation (ATT) Project during the course of our information 
gathering and analysis period. Members of the Coordinating
 
Committee shared information, arranged meetings with others in
 
their organizations, provided transportation, arranged visits to
 
outlying areas and accompanied team members on trips, answered
 
endless questions and helped identify others to answer additional
 

questions, and generally exhibited their intense interest in
 
supporting a comprehensive and meaningful evaluation. Collectively
 

and individually, the evaluation team members express their
 
heartfelt thanks for both the assistance we received, and the
 

attitude in which it was given.
 

Many employees and managers of the involved institutions were
 

visited and interviewed, as well as producers and members of
 

organizations not directly involved in the project. We also
 

appreciate their time and assistance. In spite of the risk of
 

failing to mention important individuals, we have attempted to list
 

those who have helped us in Annex . The team thanks each person
 

interviewed for their assistance 1-n-giving us, during a very short
 

time in Peru, an understanding of the functioning of the
 

Agricultural Technology Generation and Transfer (ATG&T) system in
 

the country. We cannot emphasize enough how much we appreciate the
 

interested and enthusiastic assistance given us by everyone from
 

small farm producers to agency heads, Ministers and Vice-Ministers.
 

In addition, the evaluation team expresses special thanks to
 

Ing. Rafael Espinoza Mosqueira, Ministry of Agriculture Project
 

Manager, and Ing. C6sar Morgan Alcalde, Vice-Minister of Regional
 

Development in the Ministry of the Presidency, for their assistance
 

in arranging office space and computer support in the Ministry of
 

the Presidency where the evaluation team could work when they
 

needed an office. Ing. Espinoza also helped us obtain the services
 

of Maria Caballero, Administrative Assistant, in that office. The
 

team also expresses its gratitude to Ms. Caballero for her
 

assistance in the preparation of report drafts, interview notes,
 

and other assistance in the completion of the evaluation, Her
 

patience, efficiency and computer skills saved endless time for the
 

team.
 

I. INTRODUCTION
 

A. Scope and Strategy of the Project
 



public and private

A multi-faceted strategy of blending 


interests in the identification of research priorities, 
designing
 

to producers,
research, transferring results
and performing 

technical specialists, and
 

training and educating more 


strengthening the private and public institutions 
involved resulted
 
In the historical
 

in a project of broad and varied project scope. 


context, the fact that this project played 
a significant role in
 

continuing a development strategy developed in 
collaboration with
 

the Peruvian Government over two decades and 
supported not only by
 

be considered in
 
A.I.D., but by the World Bank and IDB, must 


evaluating both its design and its achievements. 
While some limits
 

to the technological scope were attempted through 
identification of
 

priority markets, products and technology 
requirements, the project
 

and functional issues which
 range institutional
addressed a of 

cot ld not be limited without seriously impacting 

the achievement of
 

Even the attempts to limit the range of 
markets,


project goals. 

products and research programs suffered from 

difficulties beyond
 

the ability of the project to control. 
The tremendous range of
 

each which has specific
across Peru, of

agricultural zones 


and none of which were
 
priorities and technological needs 


specifically excluded from Project attention, 
also contributed to
 

the scope and complexity.
 

trategy

The specific project interventions to accomplish 

the 


were selected to both take advantage of, and 
to attempt to combine,
 

in various public and private institutions.
 perceived strengths 

(now) National Agricultural Research
 The research mission of the 


to consolidated (prioritized) and
 
Institute (INIA) was be 


strengthened to assure the development of 
needed technologies and
 

The National Agrarian University at 
La
 

their flow to producers. 
 v;re to be
regional universities

Molina (UNALM) and various 


strengthened academically to improve the 
availability of suitably
 

qualified professional graduates to fill 
positions in both public
 
Research and extension
 

and private institutions in the sector. 

capabilities of the universities, particularly 
La Molina, were also 

links in the technology transfer system, but 
seen as important of INIA.
 
needing prioritization and coordination with programs 


the National Agrarian organization (ONA) to
 
Membership ties of 

producer groups at the regional and 

local levels were seen as an
 

important opportunity to involve both 
producers and private sector
 

riorities, and
research .in the definition
institutions of 
to large
the transfer of technology


potential connections for 

groups of producers with similar interests 

and problems. Finally,
 
was formed
 

the Foundation for Agricultural Development 
(FUNDEAGRO) 


and fund
 sector involvement, coordinate 

to strengthen private 

activities of both public and private 

participating institutions,
 
of priority agricultural


and to guide the identification 


enterprises and needed research.
 



The evaluation charge was to assess the effectiveness of the
 
project in achieving the objectives of several interrelated aspects
 
of project operations:
 

b. 	 prioritization of technology generation; 

a smooth transfer of new technologies to the producers
 
needing it;
 

P. 	 interinstitutional collaboration in research 
prioritization, generation and transfer, including 
producer and private organization involvement; 

0-	 strengthened institutional capabilities in each 
participating institution to continue to carry out 
targeted functions, including general and financial 
management, planning, program coordination with other 
institutions, etc.; 

b. 	 development of improved programs for the education and 
training of appropriate human resources to continue the 
prioritization and coordination of technology generation 
and transfer in Peru. 

In addition, the evaluation includes the usual retrospective
 
assessments of the appropriateness of project design and
 
implementation, and an analysis of "lessons learned" in the ATT
 
project that support identification of priority future activities
 
and program planning by the Agency for International Development in
 
Peru.
 

C. 	 Evaluation Team Membership and Activities
 

This evaluation was undertaken by the Interamerican Programs
 
Section, Office of International Cooperation and Development,
 
United States Department of Agriculture under PASA Number 527-0282
p-00-3159-00. The Scope of Work and brief biographical materials
 
regarding the team members are included with this report as Annex
 

-_. Team members for the evaluation with their respective areas
 
of emphasis were:
 

Project Design/Management/
 
Interinstitutional Cooperation/
 
Team Leader Dr. Larry M. Boone
 

Research Prioritization/
 
Research Institution Strengthening/
 
Technology Generation Mr; John O'Donnell
 

Public/Private Technology Transfer/
 



Seed Program/Data & Analysis of
 
Mr. James Murphrey
Technology Transfer Needs 


Teaching Programs/Training Programs/
 
Library Development/Technical
 

Dr. Clarlotte Miller
Information Communications 


The evaluation took place over several weeks between May 9 and
 
June 15, 1993. Team member time in Peru varied, and each team
 
mpmber was given flexibility to travel as needed in Peru to achieve
 
the required observation and analysis. Each member met with, or at
 
least contacted, the Project Coordinating Committee early in his or
 

visit, and proceeded with the full cooperation of those
her 

individuals to visit institutions, research stations, technology
 

enterprises, seed committees, universities, firms and individuals
 a
as needed. Logistics prevented visits by all team members as 

group to most collaborating institutions, and that method was not
 
considered advisable in any event. As mentioned earlier, a
 
combined list of contacts of all team members appears as an annex
 
to this report.
 

The North Carolina State University (NCSU) and Midamerica
 
(MIAC) contract technical
international Agricultural Consortium 


assistance team members had all departed Peru prior to the
 
evaluation. However, prior to travelling to Peru, Dr. Miller
 
visited North Carolina State University to discuss the operation of
 

the technical assistance contract team of NCSU/MIAC, and shared her
 
John O'Donnell and Larry
observations with the other team members. 


Boone also had an opportunity In Lima to interview Dr. Dale Bandy,
 
former Team Leader of the NCSU/MIAC team in Peru.
 

Dr. Gary Smith of USDA/OICD, originally scheduled to be the
 

Team Leader before illness caused his replacement by Dr. Boone, had
 
collected many documents pertaining to the design, implementation,
 

prior evaluation, NCSU/MIAC contract team observations and other
 

aspects of the operation of the ATT Project. Many of these were
 

carried to Peru and supplemented by many more documents provided by
 
These documents were continually
the participating institutions. 

of in-country evaluation. The
referred to during the period 


.
combined list of documents consulted appears as Annex 


in Peru afforded a rare
The final four or five days 

to work together as a group.
opportunity for the team members 


Those days were spent in final interviews, discussing the
 

interactions among the respective responsibilities of the members,
 
report, and preparing and
preparing the first draft of this 


to and participating
presenting briefings USAID/Peru the 


institutions of our observations, analyses, conclusions and
 

Dr. Boone spent a few extra days in Peru, and
recommendations. 

some additional days in Washington to assemble this report. Dr.
 

410 



Miller and Mr. O'Donnell were also available for brief periods in
 
While the
Washington to confer and advise during that process. 


team appreciates the enthusiastic assistance of all involved in the
 

project, as well as many more in Washington, contents of the final
 

report remain the responsibility of the team members.
 

D. Counterparts and Government of Peru Support
 

The original plan for the evaluation included locally
 
team.
contracted counterparts as part of the evaluation 


Contracting difficulties delayed the employment of counterparts,
 

and rather than delay the evaluation, the decision was made to
 

proceed without those individuals.
 

Members of the Project Coordinating Committee effectively
 

acted as counterparts in the logistic role of arranging meetings,
 
field, providing
accompanying team members on trips to the 


transportation, and generally facilitating our work. Team members
 
exercised complete autonomy in deciding where we wanted to go and
 
what we wanted to see, subject to advice regarding security.
 
Support of the Government of Peru, and of all the involved
 
institutions of the private sector, was absolute in terms of making
 
it possible for the team members to observe what they requested and
 
to interview whoever they wished.
 

I. PARTICIPATING INSTITUTIONS
 

1. FUNDEAGRO
 

FUNDEAGRO (Fundaci6n para el Desarrollo del Agro--Agricultural
 
private
Development Foundation) was created as a non-profit, 


guiding force in the
institution in 1988, and was intended to be a 

execution of the TTA project. Support included both public and
 
private organizations, and the Foundation was to play a strong role
 

in developing greater participation of the private sector in the
 
development of the agricultural sector. The original Board of
 

Directors included representation from three private sector
 

institutions, including the National Agrarian Organization (ONA),
 
the Exporters Association (ADEX), and the Engineering College of
 

Peru (Col. Ing.); three public sector organizations including the
 

Ministry of Agriculture (MINAG), the National Agricultural Research
 

Institute (INIA) and the National Agrarian University at La Molina
 

(UNALM); and one international organization, the International
 
Potato Center (CIP). In 1992, the statutes were modified in an
 

effort to increase private sector representation, and
 
sector organizations
representatives of four additional private 


These include the Peruvian Institute for Enterprise
were added. 

Management (IPAE)i the National Forestry Chamber (CNF), the
 

Industrial Society (SNI) and the Association of Banks
National 

(Asoc. Banca).
 



The Foundation operates as a NGO, and is certified as a PVO.
 
It was selected to administer the majority of the donated funds
 
A.I.D. provided for the TTA Project. The models offered by
 
Fundaci6n Chile, FUSADES in El Salvador, and FUNDAGRO in Ecuador
 
were certainly in mind when FUNDEAGRO was created, but despite the
 
mixed membership on the board, the outlook has been more public
 
sector oriented than private sector. The entrepreneurial spirit
 
necessary to put the organization on a solid economic footing has
 
not yet appeared, although FUNDEAGRO has marketed some consulting
 
services to outside entities, including the InterAmerican
 
Development Bank, the Spanish Development Authority and IDRC-

Canada, as well as the regional government of Ucayali in Peru.
 

2. INIA
 

A.I.D. has worked for nearly two decades to establish an
 
agency of research and extension with approprite models of research
 
and technology transfer for the circumstances found in Peru. The
 
World Bank (IBRD) and the InterAmerican Development Bank (IDB) have
 
also supported much of that work in support of the National
 
Institute for Agricultural Research (INIA) and its predecessor
 
agencies. Although reorganizations and governmental changes of
 
priority have impacted the agency, the basic programs of research
 
and extension developed with so much effort have been kept alive.
 

Since the ATT project was directed to the continued
 
development and transfer of needed technology, INIA was obviously
 
a key player among the institutions involved, although efforts were
 
also directed to gaining more private sector participation, and in
 
some activities, leadership. At the time of design of ATT, INIA's
 
immediate predecessor agency operated 24 regional research and
 
extension centers (research station numbers have varied widely and
 
rapidly in recent years1 , on-farm trials and demonstrations,
 
extension offices and related support services including soil
 
testing. Plans called for relocating parts of the technology
 
transfer functions into the private sector, but INIA remained the
 
basic research agency for technology generation at the national
 
level.
 

3. UNALM/FDA
 

The National Agrarian University at La Molina (UNALM)
 
constitutes the traditional quality training institute in
 
agriculture in Peru. Although economic and social circumstances
 
over recent years have made the attraction and retention of top
 
quality faculty difficult, and support for students at the masters
 
level to finish thesis research almost impossible, the institution
 
remains the leading source of agriculturally trained manpower in
 
Peru. Its links with regional universities, many of whose
 



agricultural faculty members are graduates of La Molina, also
 
placed it strategically for supporting the generation and transfer
 
of technology. The related Fundaci6n para el Desarrollo
 
Agropecuaria (FDA) administers funds provided for the university by
 
donors including A.I.D., the World Bank, IDB and others.
 

4. ONA
 

The National Agrarian Organization was, at the time of the
 
design of ATT, the only broad-based farmers' organization of
 
national scope, and remains so today. During design, ONA counted
 
approximately 245 organizations of farmers, including commodity
 
groups, water users associations, and special interest groups.
 
Today, that number has ascended to 512 affiliated national,
 
regional and local groups. These affiliations give it unique
 
relationships with a wide variety of private sector, agriculturally
 
related interest groups. Harnessing the capabilities of this
 
organizational resource to contribute to the involvement and
 
organization of private sector participation in the technology
 
generation and transfer system motivated their inclusion in the
 
project as a participating institution. ONA was specifically
 
charged with helping to organize and implement a series of private
 
technology transfer enterprises, assisting them in becoming self
supporting as soon as possible. In 1992, they were additionally
 
placed in charge of administering a Rural Women's Program to gain
 
participation of women producers and bring them into the technology
 
generation and transfer communication system.
 

S. A.I.D.
 

The Agency for International Development and predecessor
 
agencies have worked in Peru since the creation of U.S.
 

Over the past two decades,
International Assistance programs. 

A.I.D. has worked to guide agricultural technology generation and
 
transfer into models appropriate for the circumstances of Peruvian
 
agriculture. While the financial resources brought to the task by
 
A.I.D. have often been dwarfed by those of the World Bank and IDB,
 
A.I.D. has gained a position of conceptual leadership respected by
 
other donors, including other bilateral sources. The ATT project
 
was intended to continue support for the models developed, while
 
modernizing with needed private sector involvement, consolidation
 
of programs, and support for improving hunan resource development
 
in the sector within Peru.
 

6. NCBU/MIAC 

Both North Carolina State University and the MidAmerica 

International Agricultural Consortium, especially Iowa State 



University, have long histories of work in support of the
 
development of Peruvian agriculture. At the time of ATT design,
 
NCSU was involved in the predecessor REE project, also concerned
 
with research and technology transfer, and MIAC was implementing
 
the APID project, concerned with agricultural policy development
 
and analysis. Because of their knowledge of Peruvian agriculture,
 
agencies, programs and circumstances, the participation of both
 
institutions was continued as providers of the technical assistance
 
team in support of ATT project implementation. That team was
 

charged with strengthening linkages among individuals and
 
organizations, both public and private, to integrate and coordinate
 
the components of the project design. The goal was to generate a
 
collaborative system of agricultural technology generation and
 
transfer both involving and serving public and private interests
 
and needs.
 

NCSU is a comprehensive university of 24,000 students located
 

in Raleigh, North Carolina. It was established under the terms of
 
the. federal Morrill Act of 1862 (for land grant colleges) to
 

promote higher education. It currently offers 75 masters and 48
 

doctoral degree programs. It has a strong history of research and
 
extension in agricultural, forestry, engineering and veterinary
 
medicine, among other fields. NCSU has been a leader in
 
international development technical assistance programs, with a
 

presence in Peru since the 1950's. Its work in Peru contributed
 
substantially to the founding of the International Potato Center
 
(CIP) in Peru, one of the* foremost international agricultural
 
research and training institutions worldwide. NCSU's work in the
 
1960's supported the establishment and strengthening of the
 
Universidad Nacional Agraria, La Molina. From 1968 through 1980
 

NCSU was not institutionally present in Peru. However, its
 

graduates and staff members continued to play important roles in
 
Peru's agricultural development throughout that period. NCSU
 
institutionally returned to Peru in 1980 and remained until 1992.
 
NCSU has a large and active alumni organization in Peru.
 

7. MIVAG
 

As the policy, guidance and compliance authority for public
 
sector agriculture in Peru, the Ministry of Agriculture negotiated
 
with A.I.D. the establishment of the project, and assigned
 

oversiaht representatives to monitor and follow the project. The
 
Ministry also participates prominently in decisions regarding the
 
use of PL-480 generated counterpart funds.
 

III. INSTITUTIONAL ISSUES
 

A. PROJECT DESIGN
 



more
Retrospective evaluation of a project design is a
 
In the best of cases,
subjective art than an objective science. 


learning during the project has already led to the incorporation of
 

the changes indicated. In the ATT project, so many changes in the
 

environment of Peruvian government institutions, along with
 

security concerns and international financial changes, have
 

rendered many of the assumptions underlying the original design
 

obsolete. To say that the original design was "bad" or "wrong" in
 

its major features is more an exercise in second-guessing the
 

futuristic capabilities of the designers than a meaningful comment
 

op project preparation.
 

There are, however, a few issues regarding major points of the
 
some concern to the evaluation team.
design that are of 


While echnology demand and technology supply issues were 

addressed 3 the project paper, the emphasis in the Log Frame was 

supply. In the best examples of agricultural
on techluoiogy 

research and extension are
development in Latin America today, 


oriented to demand driven enterprise selection and support.
 

that the ATT Project was intentionally designed to
Recognizing 

continue a model of development worked out over the past 15 or 20
 

years, one realizes that enterprise prioritization may have been
 

based on market and production potentials as perceived in the
 
1970's and early 1980's, including the design of the REE
 

the six
predecessor project. ATT project designers expanded 

priority program elements of.the REE project (rice, corn, potatoes,
 
cereals, grain legumes and oil crops) to include Andean crops,
 
tropical crops and livestock. The concern is that this expansion
 
was more a matter of continuing support to existing research
 
programs than a selection of potentially marketable commodities.
 

is borne out to some extent by the fact that several
This 

additional research programs received ATT fund support when the
 

World Bank and IDB suspended activity in response to debt repayment
 
difficulties.
 

Another element which was to help guide the prioritization and
 

policy establishment of the project, as well as to resolve inter
was Project Advisory
institutional coordination problems, the 


Council, consisting of the highest level managers of the
 
and the A.I.D. Office of
participating Peruvian institutions 


The Council never functioned, and was discontinued
Agriculture. 

before the project ended. That left the coordination and decision
 
making powers in the hands of the Project Coordinating Committee,
 
which operated at a more operational level, and was less prepared
 
to deal with limiting the number of programs supported, or to
 

identify completely new lines of research and technology transfer
 
effort. Again, the lack of emphasis in project working documents
 
on demand driven research and technology transfer allowed those
 
less prepared to consider such a thrust to continue with the more
 

traditional supply driven planning. It is very difficult to say 

that the original Project Advisory Committee was a design flaw 

without knowing the justification the designers had for believing
 

that it would work. When it failed, however, the "fall-back" / 



design was not adequate to carry out some of the critical policy
 

decisions that should have guided more research effort into demand
 

driven uses.
 

The design attempted to bring about interinstitutional
 
cooperation by passing the majority of funds through one
 

institution with the responsibility for funding activities in other
 
their use of the resources.
institutions, and for monitoring 


Donated funds were largely passed through FUNDEAGRO. Successful
 
models of Foundation-led and supported private sector involvement
 
ip agricultural development were available in Chile (Fundaci6n
 
Chile), Ecuador (FUNDAGRO), El Salvador (FUSADES) and t- some
 
extent in Guatemala (Asociaci6n Gremial). The difficulty was in
 

burdening FUNDEAGRO with the financial management and monitoring
 
functions which it neither desired nor was well prepared to handle.
 

PL-480 generated counterpart
In a similar fashion, many of the 

funds were passed through INIA, which also was given unwelcome
 

Neither
responsibilities for financial management and monitoring. 

institution was well prepared to monitor other agencies, and both
 

lacked any particular authority to demani and receive liquidation
 
(documentation of expenses) to jLtify the use of funds and to
 

receive further advances. Resulting irregular flows of funds were
 
a constant problem. Existing mistrust between public and private
 
sector institutions, and among institutions especially in the
 

public sector, were amplified by the need to depend on one another
 

for funding.
 

The team recognizes that a major reason for using that pattern
 

of funding was the shortage of monitoring manpower in A.I.D.
 

Unfortunately, A.I.D. may yet have to assume the responsibility for
 

getting liquidation on an institution by institution basis, so that
 
funded. Funding each responsible
final activities can be 


have saved
institution directly for its activities might well 


manpower in the end.
 

B. PROJECT IMPLEMENTATION
 

Implementation has suffered from so many factors outside the
 

control of A.I.D. or any of the participating institutions that it
 

is difficult to say that a specific implementation decision was
 
A.I.D. project managers have tended to concentrate on
incorrect. 


have needed
the documentation requirements, which certainly 

attention. *There is less evidence that they worked closely with
 

the institutions to influence technical implementation activities,
 

although one of them initiated some new activities in 1991. The
 

nine enterprise priorities and the related research and
 

technological transfer programs that were selected by the project
 

were not observed by INIA, at least early in the project, in the
 

sense that several additional programs received ATT support funds. 

A.I.D. project managers apparently allowed the additional expense
 

to help INIA keep programs alive that had been supported by the
 
This dilution of project resources undoubtedly
World Bank and IDB. 




reduced advances in targeted programs, but a decision which
 

balances specific project objectives against protecting gains made
 

over two decades of interinstitutional work and support is not to
 

be criticized lightly.
 

Failure of the Project Advisory Council left the Coordinating
 
Committee without authority to enforce liquidation issues, and
 

removed a potentially valuable project directing capability from
 

the project. The project secretariat has documented the activities
 

of the project, but there is little evidence of a strong
 

coordinating or monitoring role, and in any event, they had less
 

authority than the members of the Coordinating Committee to gain
 

compliance with financial management requirements.
 

In terms of strengthening the role of the private sector in
 

guiding agricultural development related to research and technology
 

transfer, FUNDEAGRO and ONA bore responsibilities which offered
 

great hope. The difficulties of FUNDEAGRO in being a new agency,
 
mistrusted by the other institutions, and burdened with trying to
 

fund and monitor activities across a broad spectrum of the
 

agricultural sector must be granted. Still, they were in the beat
 

position of any of the institutions to focus on the broad view of
 

Peru's agricultural development direction, to identify and support
 

the development of priority enterprises, to identify and help
 

obtain outside technical expertise and investment (still admittedly
 
and to help select demand driven research
very difficult for Peru), 


and technology transfer activities for export agriculture on that
 

They seem to have been somewhat over concerned with
priority base. 

being involved directly in technology transfer in some way rather
 
than assisting the private sector in preparing to participate on a
 
much broader basis.
 

in establishing and supporting Technological
ONA's role 

One could argue that the
Transfer Enterprises did not go well. 


sector was not yet ready for private involvement of that type. On
 

the other hand, such enterprises would need the support of many of
 

the agreements and research links, both domestic and international,
 
which were called for in the Log Frame, but which do not appear to
 
have been developed.
 

F. Present Relationship between UNALM and FUNDEAGRO
 

The present relationship between UNALM, especially the
 

graduate school, and FUNDEAGRO is reported to be cooperative and
 
training programs of the
highly functional in supporting the 

and troubled relationship
project. Considering the very tense 


which earlier existed, this situation constitutes a major
 
However, it was not apparent that this relationship
improvement. 


had in any way become a network of interdependent and collaborative
 Problems in
institutions, as envisioned in the project paper. 




funds flow and accountability through the university's foundation,
 
FDA, continue to be reported by project management staff as of the
 
writing of this paper.
 

G. Changes in the political and institutional contexts
 
having affected the Project from the beginning and since
 
the 1990 mid-term evaluation.
 

Many of the conditions considered assumptions in the log frame
 
turned out not to be true and stable during the life of the
 
project. The fact that the project continued to train participants
 
and conduct institutional strengthening activities under these
 
difficult circumstances is a credit to both AID project management,
 
the AID training office, NCSU, the universities involved, and
 
FUNDEAGRO. In fact, although the project's design was directed and
 
strongly influenced by the "big government" model of previous
 
administrations of the GOP, the project management staffs of the
 
implementing institutions were able to adjust the program to
 
somewhat accommodate the changing political/institutional
 
environment. One such major environmental change was the elevation
 
of the former rector of UNALM to the Peruvian presidency, bringing
 
with him an agenda of slimming down government, reduction of
 
regulation on the private sector, more rigorous tax collection
 
efforts, liberalization of the land tenure system, changes in the
 
agricultural input delivery system, and elimination, sale or 
privatization of many state owned monopolies in the agricultural
 
and other sectors. Another major factor was the insurgent
 
terrorism and random violence which undermined expectations of
 
stable working conditions in all governmental institutions. The
 
GOP practically eliminated the agricultural extension
 
infrastructure in the public sector as a cost cutting and security
 
measure. These conditions have drastically altered the economic
 
climate in which agricultural research and extension are currently
 
taking place. The project design, for instance, envisioned that
 
the long term training would be primarily allocated to INIA and
 
UNALM. Current conditions dictate that the government's ability to
 
absorb more highly trained staff is extremely limited and that the
 
kind of training needed should be directed at economically viable
 
productive enterprises which will generate employment and income in
 
the agricultural sector. 

The project was envisioned as a means to continue to support 
Peru's efforts in Research, Extension, and Training for 
Agricultural Development at a time when relations between Peru and 
the donor community were strained due to a GOP failure to keep 
commitments made in prior international aid agreements. For this 
reason, emphasis was placed in the design on utilizing non
governmental institutions to channel aid funds. Now, relations are 
not as strained and AID should explore means of working 
appropriately with both private and public sector institutions. 
Specifically, the channeling of most project funds through 
FUNDEAGRO creates unnecessary inter-institutional tensions and 
diverts FUNDEAGRO from its primary mission because of excessive 
attention required by complex funds documentation and management 



procedures.
 

Some of the more specific institutional concerns are discussed
 
below:
 

1. 	 The selection of inappropiate organizations to do
 
technology transfer .......... the use C7 in-natural
 
artificial approaches to attempt to transfer
 
technology.
 

2. 	 Inappropriate flow of funds to support project
 
activities.
 

ISSUE 1. The selection of inappropriate organizations to
 
do technology transfer ....... The use of
 
unnatural, artificial approaches to technology
 
transfer.
 

Although it probably seemed at the project
 
design stage that ONA and FUNDEAGRO could be
 
effective technology transfer organizations they
 
have not been very effective. Their project
 
activities in transfer technology have been very
 
expensive..
 

Neither ONA nor FUNDEAGRO have natural day to
 
day links to information/research results
 
technologies. They are not involved in
 
technology generation, and have little
 
capability in technical information management
 
and 	use. Neither has natural day to day
 
tecnical working relationships with producers,
 
research stations, inputs distributors (farm
 
supply houses), agro-industries, or out of
 
country (world) sources of information /data.
 
Their involvement in technology transfer is
 
"artificial". ONA is a producer organizer and
 
producer representative organization. In other
 
words, a producer lobby organization. FUNDEAGRO
 
has 	various objetives functions and planned
 
services. Except for the seed program FUNDEAGRO
 
principally has developed into a money source 
organization, contributing little on a
 
sustainable basis to the technology transfer
 
needs.
 

Recomendations
 

Suggested roles for each Agency are discussed in the 
Future Direction section of this report.
 



ISSUE 2. Inappropriate coordination and flow of funds to
 
support project activities.
 

Project designers may have thought that the
 
funding flow though FUNDEAGRO to the other
 
participating organization would improve
 
relationships, incourage coordination and
 
corporation, etc., but it does nor seem to have
 
worked that way. It seem to have developed in a
 
way where all of the participation organization
 
feel that they are not getting enough support
 
funds. There is a feeling by some that
 
FUNDEAGRO and the Secretariat are spending
 
excessively. Instead of promoting good will,
 
corporation and coordination, the funding flow
 
thru system may have caused some ill - will, it
 
may also have distracted FUNDEAGRO from it's
 
planned role and establish a false image/purpose
 
that it now has in the agriculture
 
agroindustrial sector.
 

FUNDEAGRO may have been so busy
 
managing/disbursing project funds that it failed
 
to develop the marketable services that it was
 
expected to, and needed to, develop.
 

The funding flow through practice has
 
contributed to FUNDEAGRO being principally
 
thought of as a place to get funds.
 

Recommendations
 

Reduce the high cost of project coordination. Eliminate
 
the practice of flowing funds through FUNDEAGRO to be
 
disbursed to other participating organizations. Make
 
funds directly available to the participating
 
organizations based on performance of high priority
 
project support activities.
 

B. VIABILITY OF PRIVATE FOUNDATIONS
 

ISSUE 1. All of the private foundations; the CODESE, the
 
Foundations at Experiment Stations transfered by
 
INIA (for example Chira, Vista Florida, etc.),
 
FONAGRO, Santa Rita Cooperative and FUNDEAGRO,
 
all seem to lack the ability to attain findncial
 
sustainability.
 

Within the foundations there seems to be a lack
 
of urgency to restructure in a manner to become
 
financialy sound businesses. There is a high 



on obtaining funds from
 
degree of dependency 


The financial weakness of the
 GOP, USAID, etc. 

is a major problem in the current
foundations 


requires attention

agricultural sector, and 


soon.
 

Recommendation!
 

The best strategy for solving 
the problem seems to be:
 

1. Restructure and strergthen FUNDEAGRO 
sufficiently to
 

and price its services (see Future
 
define/package 
 of their
role in another part
FUNDEAGRO
Directions 


to give it the capability to provide private
paper), 

sector business development assistance to the other
 

foundations.
 

2. With the help of the "New" FUNDEAGRO, 
develop business
 

plans for each of the foundations.
 

on a declining
to the foundations
3. Continue support on GOP
reducing dependence
bases, gradually 

internationsl donorr, etc.
 

4. Monitor the progress being made 
by each foundation. If
 

progress is not acceptable, discontinue the 
support.
 

TO
RELATIVE
SELECTION
IN PRIORITY
C. LACK OF EMPHASIS 

SUPPORTING TARGETED CROP PRODUCTION 

AND MARKETING SYSTEMS
 

APPROACH.
 

Discussion
 
During the life of the project 

all of the participating
 
activities.
had technology transfer 


organizations have 

There have been many meetings, 

seminars, field days, TV
 

Many bulletins, leaflets,
 
and radio announcements. 
 been
 

newspaper, supplements, etc. have 

magazines, 

prepared, published and distributed. 

However, there seems
 

to have been little or no cohesive, 
organized approach to
 

(high priority). most important
selecting what was 


Activities, of technology transfer, 
as well as published
 

materials seemed to have been 
done in a random approach
 

rather than concentrating on the 
technologies most needed
 

production

to advance specific targeted crops and
 

marketing systems.
 

Strong emphasis have been placed 
in both the technology
 

generation and technology transfer 
activities on varieties
 

to critical
has been given

while little emphasis 


saline control,

in water management,
technologies 


harvesting, post harvest management, 
marketing, etc.
 

Reeommend-ation
 



Priority specific crops and Agro-industries to be
 
developed, should-be identified. New work plans in all
 
supporting agencies should be developed, so all know that
 
they are working to develop complete production and
 
marketing systems for the argeted crops and for specific
 
Agro-industries
 

STRATEGY USED FOR TRANSFER OF TECHNOLOGY NOT APPROPRIATE
D. 

FOR OBTAINNIG MASS APPLICATIONS OF TECHNOLOGY
 

Discuss'o
 
Technology transfer/application in the agricultural/agro
industry sector, should be designed in a way where
 
researchers (techonology generation), chance
 
agents/extennionist, and producers (farmer, agro
 

involved together in obtaining and
processor, etc.), are 

applying appopriate technologies. They each have
 
different roles, however they must work together to solve
 
major problems. They should be involved closely enough
 
that the researcher is seeking the answers that the
 
farmer/producers/agro-industrialist need. They should all
 
be working in daily collaboration on farm field trials,
 
processing, trial marketing shippments, etc. to verify,
 
validate technology so that all virtually come to the same
 
conclusion at the same time relative to the
 
validity of the technology. They should work closely to
 
determine what other problems are highly important to
 
address in the future.
 

It is highly important to involve and provide training to
 
inputs dealers/distributors and agro-industries, bankers,
 
Cooperatives, producers groups, etc. since they play a
 
major role in obtaining Mass aDlication of improved
 
technology. Universities faculties and upper level
 
students can be a major force in the transfer of
 
technology.
 

If the inputs suppliers stock sell and provide
 
of the right seeed,
recommendation for the correct use 


and other inputs, they can significatly
fertilizer 

contribute to obtaining Mass application of technology.
 
This does not mean that they can do it all, but they can
 
play a big role. There are many other technologies that
 
must be delt with such as irrigation water management,
 
other cultural practices, harvesting marketing, etc.
 

Although INIA's and UNALM's transfer of technology
 
inconsistent and
activities have been somewhat skippy, 


lacked 21pinel approach they have had reasable success.
 

INIA researchers, UNALM, National Agricultural Library
 
along with local Universities faculties and senior level
 
students, Private Foundations, inputs distributors,
 
marketing Cooperatives/Associations appear to be the key
 

\6, 



organizations best suited to establishing effective
 
transfer of technology within the agriculture/agro
 
industry sector.
 

Recommendation
 

1. Make major changes in the strategy to be used for the
 

transfer of technology in the Agricultural sector.
 

2. See Future Direction section of this report for more
 
detail recommendations.
 

IV. TECHNOLOGY GENERATION
 

There were three activities included in the Techonology
 
Generation component of the Agricultural Technology Transformation
 
Project:
 

a. Consolidation and Integration of INIPA Research Programs;
 

b. 	Strengthening INIPA Administration and Management
 

c. 	Expanding Research Opportunities
 

This section of the Evaluation will examine the two
 
activityINIPA/INIAA/INIA activities together and then the third 

involving FUNCEAGRO and UNA, including a brief description of what 
happened over the course of the project, a comparison of the End of 
Project Status envisioned in the Project Paper and the situation 

discussion of the
encountered by the Evaluation team, and a 

Evaluation Team's conclusions and recommendations.
 

A. 	Component 1. Activity a.. Consolidation and Intearation of
 

INIPA Research Programs. and Activity b. Strenathenina
 
INIPA Administration and Manaqement.
 

1. p
 

These activities were intended to build upon the advances
 
achieved under AID's predecesor project, Agricultural Research,
 

Under REE, AID and GOP counterpart
Extension and Education (REE). 

resources were focussed on five national commodity programs: rice,
 
potatoes, corn, grain legumes and cereals. In the ATT project
 
design, the number of national commodity programs was increased to
 
nine, continuing the five programs started under REE and adding
 
funding for support of programs in livestock, oil seed crops,
 

Funding was also provided for
tropical crops, and Andean crops. 

six national research support programs in germplasm services,
 
computer services, laboratory services, agroeconomic services,
 
integrated pest management, and soils and water research. Project
 
activities were to be carried out in 23 research stations.
 



At the time that the ATT PP was being finalized in 1987, there
 

was a major reorganization of the public sector research and
 

extension system which broke the extension program away from INIPA
 
and placed it in the Ministry of Agriculture. Thus all of the
 
posititive progress which had been made in integrating research and
 

extension under the REE project was lost. As a part of the 1987
 
reorganization, the Institute of Forestry and Fauna (INFOR) and the
 
Institute of Agro-Industrial Development (INDAA) were joined with
 
the research element of INIPA to form the National Institute of
 
Agrarian and Agro-Industrial Research (INIAA).
 

During the project design process, the amount of AID funding
 
was cut from an original target level of $60 million to a final
 

got
approved PP level of $25 million. Thus as the program 

underway, the number of research programs to be funded with project
 

to 15 and the amount of
resources had been increased from five 

money available had been cut by more than 50%. In addition, a
 
number of ongoing research activities were added to the INIAA
 
agenda with the accession of the INFOR and INDAA programs. To
 
further complicate matters, the World Bank and IDB, which had been
 
major funders of public sector research and extension, terminated
 
their support to INIAA because of problems with the Garcia
 
administration. The ATT project, which was basically the only
 
major remaining source of external financing for INIAA's program,
 
came under increasing pressure to fill the gap caused by these
 
events and to maintain the momentum of ongoing programs. As a
 
result, project resources were spread increasingly thinly across a
 
large number of activities, with a decrease in the quality and
 
number of research achievements. This situation continued through
 
most of 1988 and 1989 as the entire country took a nose-dive with
 
run-away inflation and a dramatic deterioration of the situation in
 
the cities and the countryside caused by the Sendero Luminoso and
 
the MRTA. AID and NCSU were aware of the deterioration of the
 
research effort because of the dispersion of resources across too
 
many activities but did not or could not do much about it. In
 
1989/1990 INIAA began to cut out resource flows to selected
 
research stations and programs, principally because of security
 
considerations.
 

Throughout this period, INIAA continued to hold annual
 
planning meetings to establish targets and program funds for
 

Budgets were
individual commodity and research support programs. 

made upon the basis of these plans and the funds were then
 

At this point, the system
disbursed to the research stations. 

broke down as the research station directors had complete control
 
over the funds for their stations and could distribute them as they
 
wished without regard to national plans and priorities. Individual
 
commodity programs went further into a slump and most programs were
 
basically in a low-productivity holding pattern.
 

In December 1989, 17 research stations were transferred to the
 

regional governments by the Garcia administration. 15 stations
 
were retained by INIAA and INIAA continued to pay the salaries of
 
personnel assigned to the regional government stations while the
 



regions were responsible for station operations and maintenance.
 
Administrative havoc reigned and the regional government stations
 
went into a decline which continued until the stations were
 

returned to INIAA in January, 1993.
 

In July 1990, the Fujimori administration assumed power.
 

INIAA was a bloated, disorderly mess. Shortly before leaving
 
office, the Garcia administration appointed 1500 additional
 

a
employees to INIAA, raising the number to 5700. As part of 

government-wide campaign, the Ministry of Agriculture and the
 
lpadership of INIAA began a systematic campaign to reduce the
 

number of employees in INIAA. Through a combination of dismissals
 
and incentives for voluntary early retirement the payroll was
 
reduced to 3850 in February of 1991, 1900 by the end of 1991, 2500
 
by the end of 1992 to a current level of 782 slots in June, 1993.
 

As this reduc:ion in personnel was going on, the leadership of
 

began to cut back on the number of programs and researchINIA 
stations receiving assistance under the ATT Project. With the 
transfer of 17 stations to the regional governments in late 1989,
 

the ATT project was supporting programs at 15 stations in 1991.
 

This was reduced to 10 stations ir 1991 and 1992. The number of
 

programs receiving support has also been reduced from 21 in 1990 to
 

17 in 1992/93.
 

In 1992 the government initiated a program to transfer
 
sector
management of eight coastal research stations to private 


has been
foundations or associations. The experience to date 

uneven, with some foundations/associations doing quite well in
 

taking responsibility for management of the stations and others not
 

doing well at all, with their contracts under review or withdrawn.
 
Under the transfer agreements, the associations are given use of
 

the stations for 10 years, subject to compliance with conditions
 
INIA has agreed to continue
contained in an agreement with INIA. 


a
financing the work of selected national research programs and 

The future
reduced number of INIA staff for a period of two years. 


disposition of these personnel will be decided at the end of two
 

years with the hope that the foundation/association can assume
 

payment of the salaries of most, if not all, of the INIA staff from
 

revenues generated by the stations. The Executive Director of INIA
 

described this move to privatize the coastal research stations as
 
learning as they go.
an "adventure" where all parties are 


In a complementary move, the government has supported the
 

formation of a new private sector organization called Fundacion
 

Peru. Richard Sawyer, the former Director General of the
 

International Potato Center is its President with directors elected
 

from among the foundations/associations which are taking over the
 

coastal research stations. It is the government's hope that
 
Peru can assist in this transition by finding and
Fundacion 


and resources to the
channeling domestic external 

foundations/associations.
 



2. End Of Project Status
 

a. Condition expected: "INIPA will have established
 

itself as a reliable and sustainable leader in the ATG&T system in
 
Peru and the private sector and agricultural university
 
participation will be well established and expanding on a self
sustaining basis."
 

Current Status: INIPA was disbanded in 1987,
 

with research moving to INIAA and extension to the Ministry of
 
Agriculture. Its successor organizations, INIAA and INIA have gone
 
through some very tough times over the past five years. Many
 
experienced researchers took advantage of incentives offered by the
 
Fujimori government for early retirement but it appeared to the
 
Evaluation Team that a substantial number of good personnel
 
(including most of the technical staff contracted through ATT) had
 
decided to remain with INIA and are doing good research despite the
 
many problems they have had to face. While INIA is still clearly
 
the leading agricultural research organization in the country, its
 
problems (and the general problems of Peru) over the past several
 
years have made it difficult for INIA to establish itself as either
 
a "reliable" or "sustainable" leader in the AGT&T system in Peru.
 
Three reorganizations in six years have caused dislocations and
 
disruptions in ongoing programs, which have undermined its
 
reliability. With respect to sustainability, INIA still relies
 
heavily on external support, principally through ATT and PL 480.
 
The recent moves to reduce staff have lowered INIA's funding
 
requirements to a level which is closer to what the GOP may be able
 
to afford over the short and medium term, although there will
 
probably continue to be a significan short fall which will need to
 
be filled by external sources such as the proposed IDB agricultural
 
sector loan.
 

The Project has contributed to increased private sector and
 
agricultural university participation in the AGT&T system through
 
providing funding for programs such as the FUNDEAGRO research
 
grants program, the UNA research program and the FUNDEAGRO
 
Technology Transfer Enterprises and seed programs. However this
 
participation is neither expanding nor on a self-sustaining basis,
 
with the possible exception of a few of the departmental seed
 
committees.
 

b. Condition expected: "Agri-businessmen, GOP leaders
 
and the general public will value the ATG&T system contributions to
 
their individual and collective economic and social well-being, and
 
support sustained levels of public funding to maintain ATG&T system
 
capabilities. Farmers will be active and vocal in seeking improved
 
technologies that are more reliable and profitable than that which
 
they now are using an6 they will be contributing significant
 
resources to ATG&T activities."
 



Current status: There appears to be an
 

appreciation of the value of agricultural research, but this does
 
not seem to have translated into sufficient sustained public sector
 
funding to fully support the AGT&t system. The farmers that the
 
team encountered were interested in obtaining improved technologies
 
that are more reliable and profitable but were not contributing
 
significant resources to that end with the possible exception of
 
some of the private research stations such as those in Canete and
 
Chincha, but these stations were being supported by participating
 
farmers even before the ATT project began.
 

c. Condition exoected: "A national ATG&T system is
 
producing and disseminating new and relevant technologies in a form
 
and manner that responds to the needs of a wide range of farmers in
 
Peru, and adoption rates are increasing."
 

Current status: INIA, as part of the national
 
ATG&T system, is producing new and relevant technologies in a
 
number of areas. Most appear to respond to farmer needs, including
 
new varieties that are resistant to disease and pests and tolerant
 
of drought, salinity and cold. Time and available information did
 
not allow the team to judge whether adoption rates were increasing,
 
although it appears that some of the technologies such as new rice,
 
corn, bean and potato varieties have been used by a large number of
 
farmers.
 

d. Condition. expected: "INIPA is effectively
 
planning, managing and evaluating Peru's agricultural research
 
needs and priorities at both national and departmental levels, and
 
sharing that information with other parties in the ATG&T system in
 
a mannee that results in the generation of increased and more 
relevant research outputs." 

Current status: INIA's record in planning, 

managing and evaluating Peru's agricultural research needs and
 
priorities has been uneven. Annual planning exercises were held
 
over most of the course of the project but hard choices on
 
priorities were not made as INIA spread its resources thinly over
 
a large number of activities. There was limited sharing of
 
information with other parties through publication and diffusion of
 
publications and through informal, personal contacts.
 

e. Condition eXpected: "Improved legal and
 
for more
institutional structures are in place and functioning 


effective recruitment, placement and retention of adequately
 
trained and experienced scientific and managerial personnel in
 
INIPA."
 

Current status: INIA has made significant
 
progress in reducing the number of people on its payroll, going
 
from 5,700 people in 1990 to 782 slots in June 1993. In 1993, INIA
 
personnel were moved from regulation as a public sector
 
organization to regulation as a private sector organization. All
 
personnel are now under one year contracts rather than civil
 



service appointments. All employees who stayed with INIA had to
 
resign or retire from public service and then became contract
 
employees of the organization. This provides an excellent
 
opportunity for INIA to upgrade the quality of its staff by
 
terminating contracts non- or low-performance employees and adding
 
better qualified, more energetic contract employees.
 

Salaries remain a problem. The basic salary for professionals
 
and technicians in INIA ranges from US$65/mo. for technicians and
 
US$70/mo. for entry level professionals to $117/mo. for top level
 
administrators. There are 14 monthly salaries paid with annual
 

There are efforts underway to
salaries ranging from $910 to $1638. 

supplement these base salaries with funds from an account called
 

the Eondo de Asistencia v Estimulo (CAFAE). Various administrative
 
maneuverings appear to be going on to use this fund for raising
 

salary levels. This should be a positive stimulus for retention of
 

INIA staff. If properly managed, along with improved performance
 
evaluation and recruiting practices, it should contribute to
 

building a stronger, better qualified and more highly motivated
 
staff.
 

f. Condition expected: Long term institutional
 

linkages have been established and are functioning between the
 

Peruvian ATG&T system and a wide range of researchers and research
 

institutions outside Peru."
 

Current status: The national programs in rice,
 

corn, beans and potatoes have maintained contact with CIAT, CIMHYT 

and CIP through project sponsored training programs and through 
interaction with resident or visiting scientists from the three
 

There are contacts with other researchers
international centers. 

outside Peru but on an ad-hoc, personal basis.
 

g. Condition expected: Operational linkages are in
 

place among public sector national and regional agricultural
 
research and extension organizations, and the private sector and
 

with agricultural educational institutions."
 

Current status: Official agreements have been
 

made between INIA and the foundations/associations that are taking
 

over selected coastal research stations and there is considerablc
 
this time.
interaction between the two groups at The team was
 

informed that there are other agreements between INIA and other
 

public, private and educational organizations but that there is
 

usually little formal interaction. There is a good deal of
 

interaction between individual researchers but most of it is on an
 

ad hoc, personal basis.
 

3. ConlusioDs
 

Despite all of the problems it encountered over
a. 

the life of the project, INIA and its predecesor institutions ended
 

up doing a fairly good job. A significant number of new varieties
 



But, ?erhaps most important, 	a
 and technologies were developed. 


methodology for carrying out research and extension 
was developed
 

and internalized within the organization. This methodology tries
 
to concentrate
farmers in setting priorities, tries
to involve 


resources on solving specific problems, emphasizes 
cooperation with
 

external and internal research organizations and tries to get
 

in a way that they can use them.
 research results out to farmers 

The team encountered a large number of researchers 

in the field who
 

had internalized these principles and who showed great 
enthusiasm
 

for their work despite low salaries, uneven support 
and waves of
 
AID and its


ppliticization of their organization over the years. 


contract technical assistance 	personnel can rightfully 
claim credit
 

bring this about through the ATT project, which
for helping to 
 In
 
built upon the base established by the predecessor REE 

project. 


many ways, INIA has reached the point where it can 
continue without
 

a lot of external technical assistance although it continues to
 
funds available from the
 need external financing to augment the 


public treasury and its own sources.
 

b. One area which does require continued attention is
 
many things, spreading


the tendency of INIA to try to do too 

too thinly so that programs 	are merely scratching 

the
 
resources 

surface and are not getting sufficient funding 

to really come up
 
are greatly


with important research results. Now that there 

free importation of
 changed circumstances within the country (i.e., 


agricultural commodities, severe lack of credit, water 
availability
 

in INIA staff,

and salinity problems, the dramatic reductions 


etc.), it is extremely important that INIA engage in a new priority
 

setting exercise that takes into account these new 
realities. The
 

last major priority setting exercises were carried out in the
 

1980's and conditions have changed dramatically since
 early/mid

INIA can not continue to try 	to work in a large 

number of
 
then. 

programs but must decide on a 	limited number of 

research activities
 
funding, leaving other research for
 which require public sector 


other organizations or to be done at another 
time.
 

INIA has tried to involve 	farmer/clients in

C. 	

This process should be
 determining research and extension needs. 

continued and enhanced. The methodology for involving clients in
 

should be continually promoted

determining research needs 	

and
 

It should also reach out to other clients
 supported within INIA. 

and exporters and also to
 

such as agro-industry processors 	 and
such as private sector firms 

potential collaborators 


and regional universities. 	 The

the national
organizations and 


exercises should be continued, but with much
 
annual planning 

greater involvement of clients and collaborators, 

particularly at
 

the National Directive
of
The establishment 

important step toward increased private 

sector and
the local level. 

Council is an The
 
university participation in setting INIA's 

research agenda. 


Council should take on the issue of how 
to increase involvement of
 

clients and collaborators in INIA's planning 
process as one of its
 

primary challenges.
 



d. The move to turn over management of selected
 

coastal research stations to private sector
 

foundations/associations is a bold move, but fraught with potential
 

The team saw examples of private sector organizations
problems. 

which seem to have a good idea of how they can generate resources
 

and organize and fund research and extension programs such as the
 

Fundacion Hualtaco in Piura, the group in charge of the Santa Rita
 

station in Arequipa and the Associacion Pco-Ica in Ica. Others
 

have encountered problems such as the organizations involved with
 

San Camilo in Arequipa and Vista Florida in Chiclayo. These
 

organizations require assistance in organizing themselves to
 

collaborate with INIA and to generate funds to support research and
 

extension programs.
 

e. The down-sizing of INIA is an important and
 

positive accomplishment as is the transfer of INIA to regulation by
 

laws governing private sector employment. INIA now has the ability
 

to control the quality of its staff through objective performance
 

evaluation and terminating the contracts of those employees who do
 

not perform up to established standards. The ultimate size and
 

composition of the INIA staff should be tied to the requirements
 
established by a major priority setting exercise and to a realistic
 

assessment of the prospects for long term public treasury support.
 
its size to what 	the government can
Ultimately, INIA must gear 


One of the problems of the past has been the inflation of
afford. 

research and extension programs with borrowed funds and the
 
inevitable down-sizing when external assistance terminates. There
 
can and should be continued external assistance such as the
 

but INIA should point towards a program
proposed new IDB 	loan, 

level which can be funded largely through the public treasury and
 

income generated by INIA's own activities. Establishing this
 

sustainable program level should be an important agenda item for
 

the Consejo Directivo of INIA.
 

f. The planning/programming changes introduced by the
 

ATT 	project in 1991/92 are an important contribution to an
 

This system should be maintained and applied
efficient INIA. 

system wide within INIA at the earliest opportunity.
 

g. The integrated research and technology transfer
 
and a good use of all
strategy developed by INIA seems logical 


existing resources. Building upon the CTTA model, which has gained
 
strategy emphasizes the
wide-spread acceptance in INIA, the new 


use of intermediary
need to diffuse 	technology through the 

farmers'
"proveedores de assistencia tecnica" (PAT's) such as 


organizations, other non-governmental organizations and national
 
on INIA
and local universities. This puts the burden 


"transferistas" to prepare good training programs and supporting
 
technical materials for the PAT's.
 

4. Recommendations
 

a. USAID/Peru and the GOP should work together to find
 

a way to provide "bridge financing" to allow INIA to retain the
 



personnel who have been contracted under the ATT Project and to
 
continue funding research support costs for ongoing, high priority
 
research efforts until funding becomes available under the IDB
 
Agricultural Sector Loan. If funding for such purposes were to be
 
cut off on August 31, 1993, INIA stands to lose a large number of
 
some of their best people. Research programs would stop in mid
stream for lack of operating support funds, losing the momentum of
 
years of effort. According to GOP and IDB sources, a steady flow
 
of funding under the new IDB loan will not be available until the
 
middle to end of 1994. The bridge financing should be sufficient
 
tp cover critical costs until the end of CY 1994.
 

b. USAID/Peru should offer to provide funding for a
 
small, high-level external technical assistance team to work with
 
INIA on establishing a new, multi-year set of research and
 
extension priorities. This would replace the basic priority
 
structure established in the early/mid 1980's. A systematic
 
methodology, such as that developed by George Norton of Virginia
 
Tech, should be used. Priorities should be based on current
 
realities including such factors as competition from imported
 
commodities, credit requirements and availability, local, national,
 
regional and international market needs and prospects, water
 
availability and technology, prospects for research and extension
 
programs which could be carried out by other organizations with
 
assistance from the proposed IDB research/extension grants/loan
 
fund. The prioritization should be based upon the comparative
 
advantage of Peru's varied regions and how these fit in Peru's
 
overall domestic supply and regional and international trade
 
picture. The prioritization process should be a highly
 
collaborative effort, involving INIA, leading producers and agro
industrial processors and exporters and potential collaborators
 
from the private sector and university community. The process
 
(which would be similar in length and level of involvement to the
 
Agricultural Research, Extension and Education base-line study
 
conducted in the late 1970's) should take three to four months to
 
develop a research agenda which should be reviewed at regular
 
intervals (every four to six months for the next two years) by
 
members of the external technical assistance team to help assure
 
that INIA is not succumbing to the temptation to stray from the
 
established priorities. The IDB should also review the plan and
 
incorporate it as an element of their agricultural sector loan
 
agreement.
 

C. INIA should emphasize farmer/agro-industry and
 
private sector/university collaborator participation in its
 
priority setting exercise described above and also in its annual
 
research planning exercise. The National Directive Council of INIA
 
should make this kind of collaboration a high priority item on its
 

agenda. The results of these efforts should feed into the
 
development of the National System of Agricultural Research and
 
Technology Transfer System proposed under the IDB Agricultural
 
Sector Loan.
 



d. USAID/Peru should provide support for either
 
Fundacion Peru or FUNDEAGRO to engage in a program of technical and
 
financial (through PL-480) assistance to the private sector
 
foundations/associations who are taking over management of selected
 
coastal agricultural research stations from INIA. The private
 
groups need help on organizing to generate income from commercial
 
operation of parts of the research stations and on setting up high
 
priority research and extension programs.
 

e. USAID/Peru should offer to fund a technical
 
assistance team to work with INIA on reviewing and improving its
 
pe formance evaluation and recruiting and new employee evaluation
 
process. These systems must be improved if INIA is to be able to
 
systematically upgrade the quality of its staff.
 

f. With the proposed new IDB project poised to pick up
 
external financing for INIA and other organizations in the national
 
agricultural technology generation and transfer system, future
 
USAID assistance to agricultural research, extension and education
 
should be through a collaborative ADEX/FUNDEAGRO program to support
 
an integrated, market-based approach to expand exports of selected
 
agricultural products. Under such a program ADEX/FUNDEAGRO would
 
play a catalytic role to bring together the various actors involved 
in the production, post-harvest handling, processing, transport and 
marketing of selected conodities. This would include farmers, 
processors, exporters, bankers, research and extension programs 
both in the public &nd private sectors and the university 
community. The program would start from a strong market 
orientation, identifying specific markets and buyers, determining 
the needs of those markets in terms of quantity, quality, 
presentation and timing. This information should then be fed back 
down the processing and production chain to assure that those 
requirements will be met. ADEX should concentrate on identifying 
the markets and determining market requirements. FUNDEAGRO should 
work on the production end, assuring that those requirements are 
met including helping farmers organizations to organize to meet 
planting and harvest schedules, in controlling quality and in 
determining research and extension priorities and who should work 
on them. ADEX and FUNDEAGRO should work together to assure that 
financing, management and other constraints. are identified and 
dealt with. The two organizations will not actually do the 
production, processing, financing, management etc. but will be a 
catalyst to bring people together to asssure that these elements 
are being addressed. The program should work in only three or four 
areas initially, to concentrate sufficient resources to have a 
major impact on boosting exports. Additional areas and products 
may be taken on as the program gathers experience. Some 
commodities and areas for consideration for involvement in such a 
program include mangos and limes in Piura, selected vegetables and
 
grain legumes in Canete, Chincha, and Icp tropical fruits for
 
juices, concentrates, canning in Chanchamayo. ADEX and FUNDEAGRO
 
should work together to identify the three or four
 
areas/commodities which show the greatest prospects for success and
 
then move into an integrated program in each area.
 



B. Component 1. Activity C: Exoandino Research Oooortunities
 

1. Bcgon
 

This activity was included in the project to increase the
 

amount and quality of research that was being done in the private
 
sector and the university community. The project designers stated
 
that, ,,...because of the lack of research opportunities, university
 
faculty members and their students tend to be isolated from the
 

practical problems of Peruvian agriculture and ... that teaching
 

cpntent tends to be sterile and not responsive to Peruvian
 
agricultural conditions." To address these problems, a research
 

grants fund was established in FUNDEAGRO and funds were provided
 

for a research program at the National Agrarian University.
 

The program in FUNDEAGRO became known as GREPI from the
 

initials of the Grupo de Evaluacion de Propuestas de Investigacion
 

which was 	set up by FUNDEAGRO to review incoming research
 
The original GREPI was composed of four representatives
proposals. 


selected from the scientific community, and one representative each
 
from FUNDEAGRO, USAID/Peru, and NCSU. This compostion was changed
 

in January 1991 to provide for representation from each
 
organization participating in the ATT Project, i.e. INIAA, ONA, UNA
 
and FUNDEAGRO as well as two representatives from the university
 
community and one each from USAID/Peru and NCSU.
 

To get the program off -the ground FUNDEAGRO organized five
 
regional seminars in the different ecological zones of the country
 
in 1988 and 1989. Researchers, producers and MINAG officials
 
participated in the meetings to determine agricultural research
 
priorities in each of the regions. These meetings were followed by
 
a series of five workshops in research project preparation. The
 

meetings and project preparation
regional priority setting 

workshops served to inform potential participants of the existence
 

a
of the program. The FUNDEAGRO GREPI staff, which consisted of 


program director and two advisors, travelled extensively through
 

the country, promoting the existence of the program. As a result,
 

FUNDEAGRO received over 800 research proposals which were reviewed
 

in 31 sessions of the GREPI. 205 projects were approved of which
 
As of the end of the first quarter of 1993,
172 received funding. 


112 projects had been completed and 60 were still in process. The
 

last GREPI meetings were held in November/December, 1992 to allow
 

completion of the projects before the project termination date of
 

August 31, 1992.
 

Of the 172 funded projects, 133 projects were with
 

universities including 71 with UNA staff, and 16 were with INIA
 

staff, with the remaining 23 projects spread among private sector
 
research stations and firms.
 

The start-up of the UNA research program was delayed two years
 
because of disagreements between UNA leadership and the ATT
 

1990. A
Project. UNA actually started the program in early 

in early 1990 to establish research
seminar/workshop was held 




areas approved for research in UNA, i.e.,
priorities in the four 

agricultural mechanization, irrigation, drainage and soil and water
 

farm management, and marketing and

conservation and management, 


These areas were chosen for emphasis because
 transport economics. 

they were not being


they were considered important and because 


researched by INIA. Because of the late start and the delays in
 

the UNA research prejects are not yet

receiving funds, most of 


ten projects in
finished. Projects have been approved as follows: 

and economics, eight


farm management and marketing transport 


projects in irrigation and drainage, and nine projects in
 

agricultural mechanization.
 

2. End of Proiect Status
 

a. Condition Expected: "Mechanisms are identified,
 
private sector actors that increase
tested and replicated by 


activities of the private sector in identification, adaptation 
and
 

improved agricultural technologies, and private
dissemination of 

sector role is increasing both in absolute terms and proportionally
 

to the public sector role."
 

Current Status: The FUNDEAGRO GREPI program and
 

the UNA research grants program represent two mechanisms that
 
activities in the identification and


increase private sector 

adaptation of technologies that have been identified and tested
 

under the TTA project. These particular mechanisms have been less
 

successful in the dissemination of technologies. There is a good
 

chance that this experience will be replicated when IDB introduces
 

a fund to support private and public sector research and extension
 

under its proposed new Agricultural Sector Loan.
 

3. CQnclusions
 

grants program was
 a. The FUNDEAGRO research 

successful in reaching a wide range of researchers in the 

public
 
this was one of its major


and private sectors. In fact, 
in
The program recipients were so dispersed, both
weaknesses. 


subject matter and location, that it is difficult to see 
that the
 

There were attempts to narrow
 program had any significant impact. 

the focus of the program through the regional workshops 

and then
 

through restricting grants to activities dealing with agricultural
 
These steps helped, but the program was still
products for export. 


The recipients were generally enthusiastic about the
 too broad. 

program and asked that it be continued. It provided for a much
 

larger number of faculty and students to engage in research 
than
 

had been possible previously.
 

The research appeared to be well-structured, with advisory
 

inputs from the GREPI. Unfortunately, there was not sufficient
 

time nor funding allowed to validate the initial research 
findings.
 

Also, there was very limited diffusion of the research 
results.
 

b. The UNA research grants program was more focussed,
 

on the four priority areas detailed above. The funds were slow in
 



reaching UNA which caused disruptions and slower implementation of
 
the research. UNA staff were supportive of the program although
 
critical of the slowness of disbursements. The research appeared
 
to be well structured and to address important problems. There was
 
some feeling among the research directors that they should have
 
made a greater effort to identify potential users and to involve
 
them in the research.
 

c. The two programs represent an important innovation
 
that should be continued. The national and local universities and
 
private research organizations and firms represent important
 
resources in a national agricultural technology
 
generation and transfer system.
 

4. Recommendations:
 

a. The experience with both GREPI and the UNA research
 
grants program should be written up by FUNDEAGRO and UNA and made
 
available to the designers of the IDB research/extension
 
grants/loans programs so that they can take advantage of the
 
lessons learned under these two activities. Consideration should
 
also be given to channeling a significant amount of the IDB fund
 
through FUNDEAGRO and UNA so that the program can get off to a
 
rapid start, using the personnel and experience gained under the
 
earlier ATT funded programs.
 

b. Care should be taken under the IDB project to focus
 

the research in critical areas, to look for complementarities and
 
networking of research in those areas and to allow sufficient time
 
and funds to validate research results and provide for their
 
diffusion to potential users. An effort should be made to assure
 
that the research is addressing important problems as perceived by
 
producers and agro-industry, i.e., that it is demand rather than
 
supply driven. One way to assure this is to require that the
 
research be eidorsed, or better yet, undertaken as a collaborative
 
effort with tie future users of the research results.
 

V. 	 CURRENT STATUS OF AGRICULTURAL TECHNOLOGY TRANSFER AND 
EXTENSION 

A. QUALITY, QUANTITY AND USE OF INFORXATION AND DATA ITUATION 

The TTA Project has produced a tremendous volume of printed
 
technology transfer materials; eq. leaflets, bulletins, magazines,
 

reports, etc. The quality of the information/data/recommendation
 
seems to be good.
 

Although the information generated by INIA and the materials
 
produced have been useful, the priorities of transfer technology
 
efforts, types of information available and methods of
 

dissemination were significantly lacking. For too much emphasis
 

has been placed on introduction of New Varieties of Crops, while
 



relatively little information/technology was transferred relative
 
to managing irrigation water, addressing soil salinity problems,
 
economic Analysis, safe use of chemicals, profitability,
 
relationships/response to application of technology, marketing and
 
post harvest products handling, \agro-industrial/processing, etc.
 

The Project has made significant contributions, but technology
 
transfer has been random and lacking in focus on solving major high
 
priority pxoblems in a targeted Crops complete production and 
Marketing system. 

During the evaluation in interviewing 40 producers in the 
Piura and La Libertad, 67% in Piura and 50% in La Libertad said
 
they needed more information/technology for harvesting and post
 
harvest handling/storage.
 

In Piura 41% said that lack of technology in using chemical
 
was a major problem and 24% said it was a medium level problem.
 

In La Libertad 25% said lack of technology in the use of
 
chemicals was a major problem while 50% said it was a medium level
 
problem.
 

The cost of credit was listed as a major problem relative to
 
use of technology, improved seed etc. by 83% of those interviewed
 
in Piura and 63% in La Libertad.
 

In visits to wholesale village/community retail, and city
 
supermarkets it is obvious that marketing; harvesting, post
 
harvesting handling is a major problem thoughtout the country.
 

Implementing agencies within the project have used almost all
 
means/media to transfer technology; on farm field trials/field
 
days, leaflets, bulletins, magazines, newspaper, radio, TV, courses
 
and seminaries, but their efforts have not reach many people in a
 
problem solving manner.
 

The priorities and methods used for dissemination/transfer of
 
technology were very in-adequate and very expensive for what was
 
achieved. They did not make good use of Inputs dealers Banks,
 
Cooperatives/Associations/Producers organizations, local
 
Universities, Agro-industries.
 

The Rural Women's Project was active, but the methods use to
 
transfer technology were unnatural, high cost and reached very few
 
people. For example, the Centro de Divulgaci6n de Tecnologla CDT
 
in Trujillo, held a training course for women in Trujillo. The TTA
 
Project brought 38 rural women in rented vehicles, traveling 3
 
hours to arrive in Trujillo, to attend a course held in a rented
 
building, taught by contracted "specialists".
 

This is an extremely costly, unnatural and non sustainable
 
method of transferring technology.
 



The Rural Women's component of the Project, like much of the
 
Project seem to lack priority selection. Much of the rural women
 
TTA activities included jelly making, raising small animals (Cuyes,
 
rabbits), bees, compost/earthworm production, etc. which probably
 
should be included in a youth assistance program rather than a
 
rural women's program. Much more technology would be transferred
 
by including women on the boards of directors of the producers
 
Committees, promoting and helping women to become active in farm
 
business activities such as record keeping, accounting, management,
 
marketing, etc.
 

Recommendations
 

1. 	 Discontinue the support to the CDTs
 

2. 	 Adapt a new and different strategy for obtaining Mass
 
transfer of technology in the sector as described in
 
the Transfer of Technology, Extension, Sector
 
Development section of the Future Directions .....
 
Recommendation, part of this report.
 

B. 	 TECHNOLOGY TRANSFER SPECIALIST AVAILABILITY SKILLS LEVEL,
 
AND PRIVATE SECTOR INVOLVEMENT
 

During the project, many institutional and personal charge
 
occurred Fifty Fve people received training to transfer technology
 
within the CDT/ONA program. Only three of these specialist are
 
remaining at the present theme and they are now working for INIA
 
along with 30 other extension specialist in INIA.
 

Twenty two are based in INIA - Lima, one each in Piura, 
Chiclayo, Trujillo, Chincha, San Camilo and 6 in Sierra and the 
Selva. Only eight are working in technology transfer ..... the 
other 22 are doing research. 

The rapid turn over of personnel is a major problem in the
 
current project transfer of technology strategy. This has resulted
 
in a shortage of technology transfer personnel and a low level of
 
transfer of technology skills.
 

While working under an inadeaquare strategy the implementing
 
agencies, INIA researchers, UNALM's faculty/senior level students,
 
ONA, FUNDEAGRO specialist and at least two of the technology
 
transfer firms have done a fair job of transfering the limited
 
technology that has been generated to a limited number of
 
indivuduals and organizations in the Agricultural sector.
 

With all of their efforts, they have been able to reach only
 
a fraction of the technology transfer needs within the sector. The
 
methods and strategies being used are not appropriate for obtaining
 
mass application.
 



Recommendation
 

Drastic changes are needed in the strategy for mobilizing
 
transfer of technology specialist/agents.
 

A new strategy s needed to transfer technology in natural day
 
to day way involving existing organizations such as Universities,
 
Foundations, Inputs dealers, Agro-industry, Bankers, marketing
 
firms, etc. See Future Direction Recommendation section of this
 
paper.
 

The range of information available, for transfer must be
 
broadened. Currently it's mostly Agronomic ..... it must be
 
broadened to include water manegement, economics, cost of
 
productions, safe/proper use of chemicals, harvesting, post harvest
 
handling, marketing, Agribusiness, etc.
 

C. 	 ONA FARM RECORDS AND ANALYSIS PROGRAM
 

In late 1989 and early 1990 ONA designed the forms for a farm
 
records and analysis program. The plan was to pr-"ide a records
 
and analysis service to farmers for a fee.
 

Between mid 1990 until August 1991 ONA staff and contracted
 
personnel worked with approximately 200 farmers, collecting farm
 
business data. Of the 200, only 140 were completed enough to make
 
an adequate analysis.
 

Between August 1991 and March 1992 the data for the 140 sets
 
of farm records were entered into the ONA computers for Analysis.
 

Between March 1992 and December 31, 1992 ONA technicians took
 
about 30 of the analysis back to the farmers to discuss the
 
Analysis and to try to get subscribers to the service.
 

ONA was not able to sell any of the farmers to subscribe to
 
the service. There seem to be three main reasons for the lack of
 
success.
 

1. 	 The small farmers ONA was working with do not keep
 
receipts, do not write things down, and have little
 
appreciation for records and almost no understand
 
of Analysis.
 

2. 	 The system used by ONA was far to complicated to
 
try to use with the farm "Clientele" group.
 

3. 	 The time frame for doing the work was far too long 
.... colltcting data 1990 - 1991 and not getting 
the results/analysis until mid to late 1992. 

ONA's Crops Cost of Production program which begun in 1991,
 
The cost of production analysis
collects data now for 54 crops. 


could be describe as average cost of production of a crop in
 



year 	 cost analysis are up-dated,

specific areas. Each the 


evaluated to note changes.
 

These cost analysis are discussed with selected 
members of the
 

appropriate production Committees.
 

Once per month this cost of production is used on radio
 
ONA does not have to pay for
 program and in Newspaper articles. 


The media 	provide their services free.
 the Mass Media Coverage. 


The Crop Cost of Production 2 pages analysis 
are for isell by
 

O;A for $ 2 each. ONA sell about 100 per 
month.
 

Recommendation
 

The ONA 	 Farm Records and Analysis program should be
 

It should be considered an "idea": that 
failed.
 

discontinued. 


should continue and
 The ONA Crops Cost of Production work 


possibly should be expanded to include farm 
level prices, wholesale
 

as well as super market
 
prices, Community/Village retail prices, 


prices.
 

Simple analysis and summation of this data 
should be sent to
 

sector and
 
major public and private agencies in the Agricultural 


should continue to be used by Mass Media; 
Radio, TV, Newspaper.
 

D. SEED 	PROGRAM
 

The seed program assisted by FUNDEAGRO is one of the most 

The eight CODESE with the two seed 
successful components. 


to have gotten off to a good start and
 
seem
processing plants 


certainly are one of the best transfer of 
technology efforts in the
 
plant improved/certified


Project. When producers purchase and 


seed, technology has been transferred.
 

are not without
to good
The CODESEs although off a start 


problems. They need to significantly increase 
their volumes of
 

seed Certification in order to become 
a self-sufficient, on going
 

This may be difficult to do. Especially in
 
private enterprises. 

areas where traditional crop production 

such as rice may gradually
 

be moved to the selva and replaced by export crop 
eq. asparagus,
 

fruits and other vegetables.
 

The following tables gives a resume of 
the activities at 7 of
 

the 8 CODESE Locations, Tarapoto is not 
included .... data was not
 

accessible.
 

(TABLES)
 



Recommendation
 

Continue to provide assistance and support to allow
 
the CODESEs time to prove their sustainability.
 

Monitor each location to determine their individual
 
ability to survive.
 

Keep an open mind relative to possibly
 
discontinuing support if a CODESE is not going to
 
make it to self sufficienty. Also consider
 
organizing additional CODESE's if needed in
 
different locations.
 

Closely monitor the seed processing plants
 
operations in Arequipa and Tarapoto. If these
 
become financially strong, possibly other location
 
should be considered for seed processing plants.
 

The CODESEs should make every effort to reduce cost
 
of operations. For example: the CODESE in Piura
 
should be moved to the Chira station. The Chiclayo

CODESE should be moved to Vista Florida station.
 
These moves should results in reducing cost, as
 
well as should increase volume and effectiveness.
 

VI. 	HUMAN RESOURCES, AGRICULTURAL MARKETING, AND INFORMATION
 
SYSTEMS
 

1. Evaluation of the ATT Project Activities
 

A. 	Improvement of the Teaching Program at the Universidad
 
Nacional Agraria-La Molina (UNALM)
 

Unfortunately, UNALM, for political reasons, refused to work
 
w.th 	the ATT project in the first few years. This affected its
 
of 	orts in all the components of the project, especially its 
participation in the long term off shore training program. UNALK
 
has made efforts to improve management of teaching programs for
 
research and extension professionals principally by making heroic
 



efforts to ensure that graduate students complete Masters theses,
 

by providing incentives to professors to continue to do research
 
and by introducing practical and field oriented aspects into the
 

curriculum, thereby increasing the relevance of its curriculum to
 

Peru's agricultural development needs. In addition, the University
 

has broadened its information networks with overseas and other in

country organizations involved with related research and associated
 
training programs, particularly with the Food and Agricultural
 
Organization of the United Nations.
 

B. Quality and Adequacy of Academic Staff and of Teachers
 

and Trainers Produced under the ATT Project
 

B.1 UNALM
 

The late entry of UNALM as an institution into the project
 
meant that the most of the foreign fellowships had already been
 
granted to persons outside the university system. Only one person
 
from the University received a fellowship, although several of
 
those trained subsequently have been employed by the university.
 
The partial scholarship program, on the other hand, has created a
 
great spurt of effort at the end of the project to qualify students
 
for higher level efforts in research and extension. This program
 
has been extremely beneficial for the students involved in
 
encouraging their individual and collective research efforts
 
through the publication of theses. The numbers in this program are
 
greater than all the graduate students produced in the last 20
 
years by the university.
 

B.2 Universidad Nacional de Piura
 

One of the foreign fellowship recipients (M.S.-level) came
 
from this university and he had returned as a department head and
 
active member of the graduate school program. The development of
 
a new program of a Master of Science in Rural Development had been
 
undertaken with 18 students of the first class completing their
 
course work. Three of them had completed drafts of their theses.
 
A new class of over twenty has been admitted for the 1993-1994
 
cycle.
 

B.3 Universidad Nacional del Altiolano (Puno-.
 

Another of the foreign fellowship recipients (Ph.D-level) came
 

from this university. He had begun the process of working with his
 
and restructure the
colleagues in the university to rethink 


curriculum and organization of the institution. He reported that
 
percent of the
5 professors at Puno had Ph.D. degrees and 60 


faculty had Master's degrees, a very high level of accomplishment.
 

Five students had completed course work for the Master of Science
 
A new ilass of eleven has been
degree program in Andean Crops. 


admitted for the 1993-1994 cycle.
 



Present status of the UNALM library research, training,
C. 

and extension materials, including periodicals and
 

scientific journals.
 

to have been
The National Agricultural Library (NAL) seems 

improved during 	the life of the project, particularly by the
 

CD-ROM technology and by the introduction of
introduction of 

for international information
telecommunications capabilities 


the
interchange. UNALM officials told the author that most of 

had been accomplished without the
improvements in the library 


direct intervention of the ATT project. Unfortunately the holdings
 
Nevertheless, the computerized
ofo'the library are not very great. 


bibliographic searching capability introduced by the CD-ROM
 

technology has enhanced the quality of the research work done by
 

researchers and students in terms of providing them with an up-to
current work being done by professional
date view of relatively 


colleagues elsewhere. Factors currently limiting the use of the
 

library's telecommunications capabilities included the lack of
 
telephone lines 	for networking
sufficient and clean dedicated 


limiting students' use of the
 
purposes. Another factor some 

computerized literature searching capabilities is that students
 

were unable to utilize citations from foreign language sources.
 

emphasis should be placed in Graduate studies on
Perhaps more 

learning foreign 	languages as a basis for conducting library 

and
 
field work and applied
which based
theoretical research on to 


studies.
 

Representatives of UNALM suggested that some of the advances
 a
arena by "NALM were more
made in the information technology 

result of the efforts of the university with its own resources
 

rather than a direct result of ATT project funding. For instance
 

the multiuser VAX minicomputer, housed in the National Agricultural
 It was
Library, was donated to the university by another donor. 

suggested that periodicals destined for the library were
also 


either never ordered or never arrived.
 

D. Present network cf inter-institutional publications and
 

other modes of technical information exchange,
 

including mass communication media, within the ATG&T
 
system.
 

INIA has established a component to improve the modes of
 

diffusion of technological information to scientific colleagues and
 
For example, in Puno, at the Illpa experiment station,
the public. 


the staff provided the team with copies of various publications
 
project including Field Day programs, a


funded under the ATT 

booklet on spring wheat recommendations for the Puno area, a 

series
 

of 9 one page flyers on potato production, including land
 
decomposition and storage
preparation, soil sampling, manure 


disinfection, planting recommendations,
practices, potato seed 

In


fertilization, insect control, disease control, and harvesting. 


addition, more complex, technically detailed publications were 
also
 

being produced such as scientific papers and bulletins, which
 
Many of


describe work in 	progress, accomplishments and findings. 




the simpler publications had also been used as a basis for fifteen
 
minute radio programs aimed at farm households in the highlands.
 
Staff in Puno complained that material, sent to INIA in Lima were
 

not always received or responded to adequately. They spncifically
 
explained that the competitive program to give incentives to
 

scientists for accomplishments and publication of their findings
 
seemed to favor sc>intists in Lima, even though the programs for
 

Andean crops were specifically adapted to highland research
 
stations, including Illpa. Although these publications and media
 

exist, it is unclear exactly what audience has received them and
 

wpat their impact has been. However, the establishment and spread
 

of this method of outreach seems to have become entrenched as a way
 

of doing business in INIA, and this change is an improvement in the
 

linkage between technology generation and producers.
 

E. Effectiveness of local and off-shore training for MS
 
and PhD candidates, including candidate selection
 
criteria, post-training utilization of skills within
 
the ATG&T system, and appropriateness of the training
 
for INIA and the regional universitias.
 

E.1 Level of Training
 

The graduate level M.S. and Ph.D. training activities on the
 

whole support the activities of INIA and Peruvian universities by
 

creating a cadre of specialized agricultural scientists. The
 

project paper envisioned a total of 21 advanced degree off shore
 

fellowships (equally divided between INIA and UNALM) as well as 16
 
In fact,
off shore post-doctoral and sabbatic study fellowships. 


21 off shore advanced degree fellowships were funded and no post
doctoral and sabbatic fellowships were funded under ATT. The
 

proportion of Ph.D. degrees was lower and that of M.S. degrees was
 

higher than originally anticipated.
 

Figure 1: Off-Shore Training: Level of rtudy
 

Type Anticipated I (%) Actual I (%) Percent 
Ex~ected
Project Pa~er 


(43) 69
Ph.D 13 (62) 9 

M.S. 8 (38) 12 (57) 150
 

21 (100) 100
Total 21 (100) 


In terms of the in-country training program, 200 M.S. students were 
to be funded under the project. According to FUNDEAGRO records, 65 

granted under ATT, 42 uf them for studies atfull scholarships were 
UNALM, 18 for studies at the Universidad Nacional de Piura and 5
 

for studies at the Universidad National del Altiplano.
 

Due to the low numbers of full scholarships, a study was
 

undertaken at UNALK to determine why students were not completing
 



their Masters degrees. As a result, a new program of partial
 
scholarships was proposed a year ago and it was initiated at UNALK.
 
Under this program, students who had begun their Masters programs
 
but had not completed their theses were identified. Their specific
 
financial requirements for fully completing their degree
 

requirements were specified, including any additional course work,
 

thesis research costs, travel costs, stipends, editing, printing
 

and binding costs, and final matriculation and graduation fees due
 

to the university were calculated. In the first assessment, 149
 

students were identified as near enough to completion to allow them
 

tp graduate before the project completion date. Based on their
 

fihancial requirements, the program was funded by AID through ATT.
 

During the course of the program, 16 on them dropped out of the
 
The funds reserved for those 16 were reprogrammed by
program. 


UNALM allowing an additional 27 students to receive support under
 

the program. Therefore, a total of 160 students have received
 

support from the partial scholarship program under the ATT project.
 

Of those, as of the end of May, 1993 according to the UNALM final
 

report, 88 have actually received their M.S. degrees, and 33 have 

written and defended their theses but lack final editing, printing 

and binding, leaving 39 continuing to work on their degrees. The 

average cost per student was US $ 1137 (based on a total program 

cost of US$ 181,948 and 160 recipients), ranging from US$ 150 to 
On June 2, 1993, in an impressive ceremonyapproximately US$ 3000. 


attended by the Vice Minister of Agriculture, the Director of the
 
USAID Mission to Peru and other dignitaries, most of these partial
 
scholarship recipients graduotes received their diplomas.
 

E.2 Appropriateness of Areas of Specialization of Trainees
 

When compared with the expectations presented in the project
 
areas
paper, the proportions of trainees selected in specific 


varied from the goals, regardlessof whether the analysis was done
 
on the Off-Shore Trainees or the In-Country Trainees.
 

a more
Given the assessment by this evaluation team that 

comprehensive systems approach to the complete farm-to-market chain
 
of events, the emphasis on scientific training in agronomic and
 
production oriented areas in the project design may in fact not
 

have been appropriate in all components, including training.
 

Figure 2: Off-Shore Training: Areas of Specialization 

Area 
Spec!alization 

Anticipated I (%) 
Project Paer 

Actual I (%) Percent 
Expected 

Plant Sciences 11 (52) 6 (29) 55 

Resource 
Management 
Food Sciences 
Animal Sciences 
Economics 
Other 

2 
2 
3 
3 
0 

(10) 
(10) 
(14) 
(14) 

5 
4 
3 
2 
1 

(24) 
(19) 
(14) 
(10) 
(4) 

250 
200 
100 
67 
++ 

Totals 21 (100) 21 (100) 100 



Figure 3:
 
In-Country M.S. Full Scholarships: Areas of Specialization
 

(All Universities)
 

Area of Anticipated I (%) Actual 0 (%) Percent of 
Expected
Specialization Proiect Paoer 


60
18 (28)
Plant Sciences 30 (15) 

Resource
 

12 (18) 32

,Management 38 (19) 


(3) (2)
Fobd Sciences 7 1 14
 

Animal Sciences 28 (14) 8 (12) 29
 
12 (18) 25
Economics 48 (24) 


Other 49 (25) 14 (22) 29
 

200 (100)
Totals (100) 65 33
 

Figure 4:
 
In-Country M.S. Partial Scholarships: Areas of Specialization
 

(First Group at UNALM)
 

Area of Anticipated I (%) Actual I (%) Percent of
 
Exoected
SDecialization Project Paper 


Plant Sciences 30 (15) 29 (18) 97
 

Resource
 
(19) (26)
Management 38 41 108
 

7 (3) 25 (16) 357
Food Sciences 

(6) 36
Animal Sciences 28 (14) 10 


Economics 48 (24) 15 (9) 31
 
49 (25.) 40 (25) 82
Other 


200 (100) 160 (100) 80
Totals 


By combining the numbers for the full scholarship recipients
 

with the partial scholarship recipients, the overall numerical
 
for numbers of persons trained were met.
goals of the project 


However, this is a bit deceptive, since the partial scholarship
 

recipients had many fewer training months than the full scholarship
 
impact of the project on each person
recipients, and the overall 


was probably less. Nevertheless, the fact that the project
 
completing their thesis
encouraged and supported students in 


projects and receiving their diplomas gave an important message to
 

the Peruvian university community: the quality and completeness of
 

post graduate level research is important, makes a difference, and
 

is recognized.
 

Rate
E.3 Current Employment of Off-Shore Trainees, of
 

Returning Students, and Brain Drain Issues
 

the majority of off shore
The following charts show that 

trainees have returned to work in Peru and are primarily working in
 



the public sector agricultural research and state owned
 
agricultural universities. In addition, the trainees appear to
 
have returned to the locations from which they came, although there
 
is a tendency for more of the highly trained individuals to come to
 
Lima. (Most of the trainees were originally from Lima.) No
 
tendency was demonstrated by the current employment data for
 
trainees to leave Peru permanently due to their training.
 

Figure 5: Off Shore Trainees: Current Employment by Type
 

,Number Percentaae
 

Ministry of Agriculture
 
24
and INIA 5 


Peruvian Universities 6 29
 
Peruvian Private Sector 2 9
 
(including CIP) 
Sub-total (Returnees) 13 62 

Still in School 
Not vet Returned) _ U 

21 100
GRAND TOTAL 


Figure 6:
 
Off Shore Trainees: Current Employment by Location
 

gory Number Percentaae
 

Returnees
 
in Lima 6 29
 
in selva locations 3 14
 
in sierra locations 2 9.5
 
in other coastal
 

locations 2 9.5 

62
Sub-Total 13 


Not yet Returned a 38
 

GRAND TOTAL 21 100
 

Of the trainees not yet returned, 7 of the 8 had established
 

and communicated plannoW return dates within the next 6 to 7
 

months. Many of them h;- requested extensions of time in order to
 

complete their courses of study.
 

2. Findings and Recommendations
 

A. Off-shore Fellowships
 

are
Findings: Recipients who have completed training 

returning to Peru, to their institutions of origin. The author
 
interviewed 5 of the 21 recipients, three in North Carolina, one in
 

Piura and one in Puno. In addition, she obtained data from the AID
 



the current employment of all
Mission's training office on 

Returnees seem to be attempting to put their training
returnees. 


to work for the good of their institutions. Working conditions in
 

Peruvian institutions are difficult and the families of trainees
 

have difficulty adjusting to the austere conditions of the Peruvian
 

economy and social environment after years in other countries.
 

Research facilities and supplies are inadequate to continue with
 

the same kinds of investigation they pursued during their studies
 

abroad. However, those interviewed showed enthusiasm and hope
 

concerning making appropriate contributions to Peru's development.
 

Recommendations: The ATT project's off shore Ph.D. and
 

M.S. component is complete and no further activities
 

should be undertaken.
 

B. In-Country Full Scholarships
 

Findings: The In-Country full scholarship program did not
 

meet its goals. Many students who began these programs have not
 

yet completed their degree programs. Nevertheless, it is important
 

to recognize the contributions to practical, applied research made
 
to
by in-country scholarship recipients and to encourage them 


complete their research projects and contribute them to the body of
 

knowledge to be used by others in Peru and elsewhere.
 

The kind of follow-up undertaken by Dr.
Recommendations: 

Jos6 Estrada at UNALIJ with the Partial Scholarship program
 

is needed for all in-country scholarship programs. Mid

project assessment may indeed provide AID and the
 

implementing institutions with ideas for intervention in
 

bottleneck areas and improvement in overall graduation
 

rates and quality of thesis research products. Both Puno
 

and Piura have admitted new classes of students to their
 

graduate programs. Support for these students and
 

universities is a very cost-effective way of encouraging
 

research in areas supporting overall priorities of
 
If project funds
agricultural research and extension. 


remain, the author recommends that additional grante be
 

made to the two regional universities to support students
 

in their M.S. programs.
 

C. Partial Scholarships
 

Findings: The resounding success of the partial scholarship
 

program is partly a phenomenon of opportunity, given the back-log
 
UNAI. Additional students there have
of incomplete theses at 


already been identified for a continuation of this program.
 

It is recommended that some additional
Recommendations: 

UNALM students be supported by remaining ATT project
 

funds. Furthermore, it is recommended that the partial
 

scholarship program be extended to the programs at the
 
such as
regional universities having graduate programs, 


Puno and Piuras with the same kind to tight management and
 



follow-up, on a case-by-case basis to ensure student
 

success.
 

D. Institutional Strengthening
 

Findings: The educational institutions supported under ATT
 
received some funding of institutional strengthening activities.
 
These included awards for high quality research, incentives for
 
thesis advisers' research work, and other contributions. The
 
institutions report that they are pleased with this support.
 
Hpwever, the basic resource of the National Agricultural Library
 
hats not been supported as envisioned.
 

Recommendation: Since the NAL w.11 serve as a basic tool
 
for all Peruvian researchers in public ad private sectors
 
alike, and can also be used to assist private sector
 
institutions in accessing information needed to define
 
comparative advantages and economic opportunities, a needs
 
assessment for this resource must be done to ensure a
 
sounder information basis for all agricultural sector
 
activities.
 

E. Non-governmental Post-Secondary Teaching Institutions
 

Findings: There are a number of non-governmental post
secondary teaching institutions in Peru. Some of them are oriented
 
toward areas ,hich can contribute to the agricultural sector,
 
either through collaboration with public-sector agricultural
 
teaching institutions or through joint ventures with private sector
 
agricultural service organizations. The Universidad de Piura is a
 
private university with some strength in the area of business
 
administratioa. Through the good offices of FUNDEAGRO, it has
 
entered into discussions with the Universidad Nacional de Piura to
 
attempt to define a shared activity in agro-industrial training.
 
These discussions are in a preliminary stage, but they hold
 
promise. The Universidad do Piura seems to have a good idea of how
 
to analyze a market for training, assessing the potential market
 
for short courses, night school programs for locally employed
 
professionals, weekend programs, and more intensive day courses.
 
The Instituto del Sur (in Arequipa) is another post-secondary
 
institution, with a strong track record in business oriented
 
training, which has demonstrated some interest in training for the
 
agricultural sector. They have entered into discussions with the
 

new managers/users of the Santa Rita experiment station on offering
 
a multi-year agricultural technical training program at the station
 
for persons directly involved in the agricultural production
 
process. They prepared a rather extensive analysis of the sector
 
and local economic conditions as a basis for the proposed joint
 
venture.. This idea also has promise, although it may require some
 

additional attention to economic trends and opportunities, prior to
 

defining a target training population. Valle Grand* and ADEX are
 
two other organizations offering targeted training in certain areas
 
at present.
 



3. Issues
 

Funding of Trainees and Flow of Funds to Universities--Some
 
additional attention may be required to make sure that funds
 
intended for training programs are quickly and properly
 
accounted for. Additional funding should not be provided
 
unless the institutions handling the funds behave in a
 
cooperative, forthcoming manner.
 

Selection and Targeting of Trainees--The author was unable to
 
review the selection and targeting process for all the
 
training programs. She was told that the long term off-shore
 
training was advertized in newspapers for specific areas of
 
specialization. Questions remain about how information about
 
these programs have been and should be diffused. In addition,
 
there is a concern that using "major fields" as a method for
 
targeting training is a crude way to promote development.
 

Short Courses: Costs and Benefits--Short courses were offered
 
by FUNDEAGRO and ONA as a part of the project. Also,
 
participants were sent for short term training outside of Peru
 
under the NCSU contract. The relationship between costs and
 
benefits for these activities are not clear. FUNDEAGRO made
 
concrete attempts to evaluate its short courses, and improved
 
the evaluation process over time.
 

VII. SUMMARY OF PROJECT SUCCESSES
 

VIII.LESSONS LEARNED
 



AM=3 C
 

Peru
 
Olmos-Motupe-Jequetepeque
 

Caia Rural
 
and
 

Community - Based Enterprise
 
Development Project
 

An UnsolicitedProposal
 
Submitted to
 
USAID/PERU
 

Sub,,td by: 
Agricultural Cooperave Developset Intrna nal
 

50 F Street, N.W., Suite 900
 
Washington, D.C. 20001
 

Phone: 202-6384661
 
Fax: 202-638-5542
 

MCI Mailbox: ACDI 583-4804
 

1h ellfaboraie WIL. 
TOchnosrv, Inc. 

49 Day Street 
Norwalk, CT 06851-5721 

June 1993 



TABLE OF CONTENTS
 

EECT.V SUMMARY 

A. An Innovatve, Two-Pronged Approa ...... .... . . . .. . ... I1
 
B. An Impressve Combination of Fores ........................ 3
 

CHAPTER L BACKGROUND 

A. The Rgon - An Agricultural Frontr ... •........... ...... . $
 
B. Peruvan Agriculture, EcmAim Ubeatlon, 

and theC4JalRralLulatlon .......................... 6
 
C.ProjecttRaonale ................................. o 7
 

CHAPTER IL A COMMUNITY.BASED DEVELOPMENT STRATEGY 

A. Proejed ObjectiYe ...... ......... 00060*S. . ...... ....
 
B. Buldfg an Effective C* Rural ....... .......... ......•. 10
 

1. Fve Key Factors for Succaml Lendin ..... .... ....... 11
 
2. The Agrlbusine Incubator. Ining Markts, Produceus and 

,, •0,Capital oo.. ...00000, 0,0 , 0 ,0 00
, , , ,,,,,,. 13

C. Copmmnita-rp.. De.do.p..................... 13
 

1. CIE Advory Team Inqrted and 

2.MatretingAsdstance .............................. 16
 

CHAP. IL PROJECT IMPILEMI TATION 

A.7U Sbte& pln'tm ,a060 ......... 000...........0 i
0a....... 

Be. .........*see,, ........... 2O
. .. .. 


1. Efedlvea e Loas .......... ............. 21
 

3.Manf the Seed Ctp" F~d 26..........
2.MANIIgo*o ......eo o ......... . ........ ....25
 

4. Replicating the modek A Central
 
Facilty and a Natiqnal Ornhation . ................ 27
 

C. Developing Comnnunty*imed Euterbes ............ o.... ... 30
 

CHAPTEr IV. STAFIG 

A. ACDIs Technical Assance Team ......................... 33
 
B. TechnoSerwe Technia Asstance Team .. ................ . . . 34
 



CHAPFE V. PROJECT MANAGEMT, MONiTORING, AND EVALUATION 

A. ACDJ-TechnoServe Consortium ....... ........... . .... ...... 38
 
B. InstitutionalCoordinatlon .......................... ... 39
 
C. Evaluation and Reporting Requirements...................... 40
 

ATrACHMFWFNS 

1. Proposed Budget 
2. Project Log Frm 
3. AAiwtte4 BuAgcts s*ubw'tej &y ACDI 
4. Revissd4"r S dqa-ts 



EXECV SUMMARY 9 2.8 

Agricultural Cooperati Development International (ACDI) and TachnoServe ame please 
to present this unsoli proposal to USAID/Peru for the Olmos-MoaqwJequetepeque Cja 

Rua &Community- terprise Development Project. Inorder oimplement dhs project 
we are requesting million for technical assistance and S8 million in local currency to 

establish a Seed Capital Fund. 

The project will be foused on three valleys-Ol ,os,Mpe and JeP 4Pequ F-in the 
Deatmnt of Lmayeu and La LibeW. Thee valeys have pdacpaily piodueed 

Suvim to thetradtional acps such as maize and im and mangoes and limes for aport. 
agricultural sector can be charterI as fomows: 

Even-Commercial bank loans ae not available to the small and medium size hrmer. 
the few frmers that can obtain bank loans, ncive their credits late and never for tie 
full amount needed. 

-Agricultural rewrh, currently in the process of privaiion, is very unrelible and 
continues to ignore export crops. 

-Post-vemassisme o value-adding processlig nfastructure iseither noneximent or 
limited to traditional crops. 

-The three valleys, notwitlding the above constraints, offer peat agricWtal export 
potential and competitive opportunies to establish farmer-owned p s fcilites. 

A. An Innovative, Two-Pronged Approach 

To accomplish these objectives, ACDI and TechnoServe propose a twoponged approah. 
ACDI will focus on working with a newly formed Lambayequ-La Libertad C a Rwaal, 
d in die a model for finamialintermedtIo inPeru's agricultud sectr. In 
this way,sd concept of a viable, proftable, U S , comm1a11y bw odaly 
nspmbk nder an be piloted and tie opertion diffiotis wkd out on a small scale. 
Te poject i desined to be repilcable. If successful, the model can serve not ady as a 
replacement for the now defun Agriultural Bank of Peru but ao as a new model for ail 
credit at the time tha Pe uis promoting Co$ throughout the country as a community response 
to ineffective, public sector development institutions. Because of this empasis on relficbafy, 
ACDI will also assist in the development of a rediscount facilty to maintain the liquidity of the 

cqfas and provide access to national capital markets. 

This approach to rural credit is timely and innovative, a marked departumre from past credit 
projects. The new Coa Rural will be guided by a markedly different philosophy. It will be 
community based, as contemplated in the new Coja law, instead of a centralized, bu 
and heavily subsidized rural credit bank. It will be capitalized and directed by local groups. 

Local lenders will work with their neighbors to develop viable, profitable projects. Local capital 
1/ 
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will be at risk, thus local capitalists will have a vested financial interest inthe outcome. 

After an initial injection of revolving seed capital, limited start-up investments, and technical 
It will in effect beom a small scale commercialassiance, the system will be ulfwtalnln, 


bank working in a nual setting, deriving is lendable capital from sold shans, a portfUo of
 
The ca will maimrediacounted Ions, avings mobilization and fee-bad financial smrvices. 

on nonly whn such la demostr- y profitable adboth pdmcto and lnm 
will offer a rag of banking semices, provided these seAices are pofitable. Th7U awill be 
driven by a profit motivation but sensitive to local community concm , distributing its activities 

across pfimazy production as well as gribusine leading and fee-based service. In this way, 
the cuja will have a role beyond pealve leding. It is best w-oFcIiMidas a mall budns 

Itwill identify promising opposunities andIncubator that links markts, produwm and capital. 
make information available to the community so that interested groups or individuals can build 
projects around thse ose ris. 

TechnoServe will focus on Community-based Dev e t, building the 
In this wayenteprenmilal, organization l and buiness management skills of mall farmers. 

they will be able to mm fully and pofitbly partipate in the economic devel ment of the 

region, gaining mstained acoce to the agricultural markets and financial mourns they need. 
Through Us yew of experience in Peu and countries aound the worl, TechoServe has 
demonstated that by lmsing the viability of frmers' economic activities through Impred 
management, ru communities can increase their standard of living and better weather difficult 
tim. 

By coent ting on the business viability of enterisea, the project will avoid the trap of 
assisting group or acivities that in the end ar not suainable. Organizing rurd gMUps as 

to take a mark.e nted view of their activities. Tobusiness, enterprises; couragesproducr 
they must think about the future, gather and analyz mart and financialbe mcui 

information, moivaft pep, and mak strate as and decisis. The skills need to 
become mor complex as the business rows and particpates mom fully in the madre 
Rw gnl Pg this, TchnoServe will field multidiscIpinry teams oprove intesive assistance 
to communities in the areas of diagnostic business studies, feasMbility analdis, agicultual 

business mngement, tatq planning, agribusinessresearch and tJolg transfe, 
opeatiow, and marIin1. The teams wil help 6 communItiestablish viable businesses, 
introduce at least three new Commercially vi" products, double their income, and raise the 

activities of these communities Into wedllevels of employment. By traSforming the econoi 
run businesses, the TechnoServe team will help to alleviate poverty by integrating farmers into 

Peu's mainstream economy. 
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B. An Impreive Combination of Forces 

Just a die two components they an implementing complemt iach other, ACDI and 

TechnoServe bring an impressive combination of institutional experience to de Olmos-Moaue 
has bee wor ngJeqetelezqve project. ACDI is a cooperative deveopmlN t rgalnition dwI 

30 years. Through projects with a broad rango incrma the incomes of farmers for de pas 
co deaive Ogteing, rual credit,of objectives- including insttional developimn 

wM plsagriusiessdevelopment, agricultural research and technology trander, and mica 
and expertie of in membership of U.S.development- ACDI has drawn on the experiec 


agriculturd coopetive to contribute to rural development in countrie around the wodd.
 

Its membership includes the Farm Credit System of die United States. Applying the dills 
and know-how that this system has gained through its aim and evolutio, ACDI has helped to 

develop and strengthen a number of rural credit institutions. Working in Costa Rica in the 
1980's, ACDI helped chete BANCOOP, which pew in its first decade to be the second largest 

private bonk in the country, managing both a pxtflio of solid businesses and a dveopment 

arm dedicated to strengthening weaker ribuslms. Currently, in Bolivia's Chapmre region 
-. similar to San Martin in trms of climate, isolations, and coca prductio- ACDI technical 
assistance has helped turn a government-run credit agency plagued with high deinquency and 
default rates, into the private Agrocapital Foundation, whose new loan portfolio is free of 
delinquencyand whose credit volume is expected io pass $10 million by the end of this year. 
And in Eastern Europe, ACDI was brought into Albania and Poland to work with the World 
Bank in creating marke-driven farm credit systems, following decades of a command economy. 

ACDI has also been working in recent years in Pau. A model country under ACDI's 
APTLink project, a number of Peru's producers and processors of value-added, fruit and 
vegetable exports have been receiving market infomation and technical assistance from ACDI 
and its member agribusinesses, helping them to devdop trade links with marketers inthe United 
States. Most mcently, an association of mango producers in Piura have initiated a commercial 
relationship with Calavo, one that may help them obtain not only a market in the U.S., but a 
hot water treatment facility in Peru, as well. 

Founded in 1968, Technoserve's corporate mission is to improve the economic and social 
well-being of low-income people in developing countries through a process of entaprise 
development which increases jobs, productivity and income. TechnoServe accomplishm this by 
providing management, technical ssistance and training to enterprism and institutions. Over 
the past 25 years, TechnoServe has assisted hundreds of enterprises and Institutions to achieve 
self-sufficiency, resulting in benefits to thousands of poor farmers around tie world. Along the 
way, TwhnoSave has refined its methodology and suategy to more effectively meet the needs 
of its client population. 
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TechnoServe has worked in collaboration with the Agency for Intnational Development 
since 1972 and has responsibly managed aseries of A.I.D. grants and cooperative agreements 
in 15 countries totaling $45 million. Throughout this worling relationship, TechnoSave has 
continuously emphasized its business-like apprach in the delivery of its urvice programs. 
TechnoSave/eru has been woding in the ountry dnce 1982, assisting small onplie 
thoghout he country, most ncenty for communities in the valleys of Huaal, CdW, Swta
aaimbom, Lms-Cuzo, Cajamara, yo, Jequetque d Chulucanals. Throuh this 
long aI divee experience, TechnoServe/Peru has developed th caabiities and fcliti to 
successfy implement th Lambayaque-La Ubertad Region Entrpris Development prcie. 
It has an eperienod lo=I management cum of Peruvian professionals as well as the financial 
administrative, and monitoring systems in place which can be immediaty applied to the project. 
Furthemore, TechatoServeIPen has developed institutional relations with the private, public and 
intrnatioa ectors which will contribute to the successful implementation of the project. 
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CHAPTER I.BACKGROUND 

A. The Region 

ACDI and TechnoServe propos to implement the project in the p ts of Lunbyeque 
and La Libeulad, with an initial focus On thevalleys ofOlmos, Motupe and J eu. Peru 
has made major investments in irgation inthe Olmos and Jeque epaqe vdleys which have yet 
to demonstrate de economic justification with the gaos value of arimltura pnd from 
the area. TI pinpal reasons ar de continued production of tradidona low-value cmps, lack 
of conversion to export and high-value products, and identification of crOp with a comparative 
advantage in the domestic mretplace. 

The infrstructur of the zone is quite adequate to permit developaat of high yielding, 
prfitablecops for both the local and external markts. The region also offers a mix of farmers 
capable of adopting the lates tchnologes, small farmers that can add needed volume and male 

environment conducive to theImlementation ofto a strategic plan, and an 
export cheme that would justify the installation of profitable post-harvest and services and 

procesingfacilities. 

The geographic c t cs of the three valleys plus their social stability have contributed 
to a very low incidence of terrorism. Additionally, technolg Ua*r effoui to date have had 
very satisfactory results among medium size frmners. The mbination of theme htm offers 
ideal conditions to initiate sustainable credit and community-based enterprises built around 
profitable export crops and offering participation to the small hrmer. 

This project proposes to address the agricultural constraints affected by th economic 
conditions and modal instability affecting Peru ingeneral. Agriculture in the three va has 
been negatively impacted by: 

" 	 the lack of any formal credlt sructur to service the financial needs of the farmer, 
arising from the recent collaps of the Agricultural Bank of Peru (BAP). The bank was 
brought down by inefficient nuuagement and an insensitivity to maket realities, best 
typified by the inappropriwat interest rate policies it pursued in the face of galloping 
inflation. The region is thus deprived of both short term production credits as well as 
medium-term credit for infrastructurt, machinery and other agricultural investments. 

" 	 a decreased profitability in traditional agriculture due to the elimination of subsidies and 
tariff protection, the lack of credit and technical assistance with the ensuing decline in 
productivity, as well as a 1 ratn Inthephysical Infrasuctu of the region. New 
non-raditional rural-bad enterpie have yet to develop for the sam reasons, but 
particularly inthe JequtpMe valley. 
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Given this fact, individuals establishing Colas will need to be careful to ensure that the 
principles guiding the new credit system are markedly different from the RAP philosophy of 

subsidized credits extended by a state bureaucracy on the basis of political considerato more 
often than on the intrinsic merits of a project and moral solvency of the borrower. The 
traditional sources of funds for agricultural banking, the sm and the international donor 
communities, do not have the resources to sustain the old model, and these institution's policies 
now emphasize building credit systems capable of self sustained growth because they make loans 
to viable, rural-bae enterprises nmanaged by entrqeneuf seeking to produce profit through 
efficient production. 

Clearly, in Peru today, agricultural banking must be conducted on a business-like basis. It 

is widely agreed that subsidized credits are in the long term harmful to agriclturd development 
and that credit must irstead channeled to enterprises that can produce a positive return on loan 
capital for thelmelves and for the lender. At the same time, Peru is beginning the first steps 
toward economic liberalization and integration into the world economy. This integration will 
imply that Peru has to develop its agricultural assets and take advantage of the comparative 
advantage arising from the incredible variety of micro-climates to produce agricultural products, 
both to substitute imports, to feed a growing population, and as well as to export. 

Within this context, th= is a need to articulate a model to guide the development of a new 
agricultural credit system and to try the new model on a pilot basis. Piloting a new model offers 
the opportunity to create a social laboratory, to observe the development, and to learn as the 
project develops. It is a low risk, relatively low cost strategy of tying out an altenative 
structure and philosophy, expanding it if successful or modifying it to meet the difficulties that 
are inevitably encountered in development work as it is replicated in other rgions of the 
country. 

C. Project RAtloUle 

In summary, the Lambayeque-La Libertad region is a priority arm with the productive 
potential to become a pole of development which can retain its workforce, create new 
employment and generate exports for Peru. This potential, however, depends on the 
strengthening of a market-driven agribusiness sector with reliable WOss to crfit. Given the 
success of TechnoServe in mobilizing communities, it is a crucial time to build on this and 
strengthen the regional economy through an agricultural base and its support services by: 

establishing'a functioning system of sustainable, community-based enterprises in the 
Olmos-Motupe-Jequetepeque valleys in order to create employment and income for die 
population in the region, through paricipation in economicaUy-sound, productive 
activities; 
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* strtening local agrbuslnem so that producers have acs to the market and, in 
the case of farmer-owned businesses, participate in do sueam activities like proesn 
and marketing, activities that add value to their products; 

" 	 taking advantage of the recently created Cja Rumi law to develop aproject in the area 
that can aus the local population both to develop aeommaku s lt aonmed u In 
and to ecua support, and promot tdvepmehe of Income and job geneating 
invetm ts in the agricultural mtw, and 

* 	 drawing on the experience and needs of the Lamboyeque-La Libaa Coja hiw to 
ensure that its success can be replicated by other C1o4s; 
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CHAFER IM.A COMMIUNITY-BASED DEVELOPM7T STRATEGY 

A. "dJectObjectives 

Giventhe problems, opportunities and needs identified inChapter I, ACDI and TechnoServe 
propoe a two-p.mted approach: 

* 	 creating a rnpilable, commulty-bamd, faneial instituton in the region that can 
continue to finance viable development projects; ad 

* 	 providing technical assistance to develop communky4msed enterpriss that can provide
employment, income, and lsting development in the Olmos-Motupe-Jequetepeque 

ACDI, drawing on its recent experience in developing Agrocapital in Bolivia, its credit 
projects in many countries, and its insutoml ties to the U.S. Farm Credit system, will focus 
ontMerst omponent. TechnoServe, applyingtihe methodology it has developed ova dilast 
25 years and appli successfully in ten years of work in Peu, will focus on the second. Thee 
two dimensions of the project complemmt eoch other and toetber will contribute to the 
realization of four basic objvctves: 

1. To develop at six agrlbusinems and community-baed enterpriss that can 
provide employment and income for a frontier region by integrating local people into the 
broader national and international marks. 

2. 	 To reduce economic dependency on tmaditional crops and increasing the producklvlty and 
proftbil of nm-traitioeal export agricultume in th region, introducing a minimum 
of three altenaive crops on a commercial scale, using environmentally sound techniques
in production and processing so as to promote rational economic development, and 
insuring access to markm market information. 

3. To develop and test anew model ofcommunity-based, locally managed, ulf-sustainable, 
rural financial lmttutlons driven by amarmt mentality and a profit motivation that can 
meet de needs of the region inhabitants in developing mark-responve agricultural
production and agricultural-based busnesses. 

4. 	 To identify and strengthen a central rediscount facility hat can service the nation's 
Cjals with a smooth functioning, loan rediscount mechanism. 

In pursuit of these project objectives, ACDI and TecihnoServe will employ the strategies 
described in the remainder of this chapter in implementing the project's two components. 
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B. Building an Effective C41a Ruml 

What is proposed isnot the creation of a tnitional agricultural ent bank based 
upon a model sentially brought in from the outside, but instead a locail-owned financial 
Insttution. It will be built to sustain development, not only by supplying capital, but also by 
participating actively in the entrepreneurial process and drawing oathe bowledge and engy 
of local people. This 'bankipg on the frontir" must be soUlble, with the Cjapossessing 
a significant degree of sef-sufficiency and political, administrative and autonomy. 

Owned by local investor, the Coa will extend loans to local people known to be capable 
of operating profitable businesses, once they are supplied with the caNtal and modicum of 
technical assistance needed to help launch the venture. It will algag in developing viable, seff
wtalinlg, nua-bued indusri that provide both income and empoymt These may be 
in farming, but are n stsricted to primary prouction. They must be profitable, but alo brad 
baed community ownership instead of concentrating it in the few hands cale of peseting 
•bankable projects to the new bank, or possessing knsi or oer ties providing them with 
prefeental so= to credit Indeed, the concept of "bankble isexpanded by the new CJaj 
which will function not just as a passive lende, but will actiy involve itself in the 
d elopM Iwpplyigtp es, would-be borowe with awider im of srvices to assist in 
the establishment and oeration. of new businesses. This broad concept of community4ased 
finance isdiscussed in some detail in the following section. 

This Integrated view of economi nd social deveopmet-baed on the reion's productive 
assets recognizes the primordial role of the agricultural sectr, but acknowedges that the success 
of rural eapenius is tied to the development of a local ability to sm research and 
technology transfer servics; credit; value-added processn; reliable mrket rsearh and 
iformati ndlinkagestodomestic markets. Successffuldevelopmtu len t uirm 
not only to credit but to other inputs. The new Cail should take the broader view of its 

devel on banking mandate va inorporate these Inputs into its activities. 

A "bottom up' development of the Olmos-Motupe-Jequeepeque C4a Rau is designed to 
seve as amodel of alocally-owrid financial institution that can be repleated in ode regions 
of Peru, onc successfully piloted in Lambayeque-La Libatad. This new network of locally
owned financial instition will onuibute to the integration ofperipheral - and groups into 
the national economy, on terms more beneficial than those aracteri in past economic 
elations between the centr and periphery. 
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1. 	 Five Key Factors for Successful Lending 

Agcultural sector lending and finance can develop and can sacceed inthe presence of a 

fairly clear set of conditions. Development experience smws that when these conditions are 
reao s are not muccessful in imu aingabsent, agricultum sugt and externally generated l 

long tam growth and development. Supplying credit absent these conditiom is unlikely to 
Thus, the new Q~a JRu/ will have a broader mandate thanprovide sustainable dveme. 

traditioeal asicultumralbank. Its focus isnot only the extension and recovay of credits, but 

instad promoting rural-based entrepraemiipand community development tuough its financial 
intemediatioe. To achieve this, the COa Will need to recognize Nd promote the following five 
success factors. 

Market Information. Producers must have knowledge of what markets want, when they 

want i and what they will py for it. It ismorn difficult to start at the othernd ad try to 
convince the market to buy what one has produced. Cerainly the ae great marding 

Macomm in gi iness (such as New Zoland orcladmen oxvncg do world that Itneeded 
a Chnese goosebeTy), but most development arises when marht information isrelayed to the 

production lve via a continuous channel of communication. This infomaio must flow on a 
continual basis. Producers must know: 

" 	 seaonal demands and prices; 
* 	 the quality that isdemanded - the shape, color, and tast (or other hamctesc) that 

the markm requires and rewards with price; and 
" 	 ters and conditions, e.g. most fruit, mquires a specific type of packaging and is sold 

conditional on making "good arrival" with payment 30-60 days later. 

Fnally, producers must know the quatities that markts demand. Often dt 
projects can produce a desired product, but in small and sporadc volumes insufficent to suply 
a market, whose apera turns to a more reliable source of production. 

Appropriate technology. Second, producers must possess the slls to apply the techology 
and to produce for the market Some producti hnologes a quit accessible; othn are 
far mor complex and sophisticted and require a far hlgber lv of effort and knowledge on 

the pat of producers. When the skill levels of producers ar matched to the rsequrVme of 
thelecui o succesful production results. It is the skill levels that have to be made 
congruent with the relatively inflexible requirements of a given production and local level 

producers must have access to ameans of "skilling up" if they are to compete ucesfuly in 
ta l mdme. 

ehysical Infstncture Thid, producers must have access to the physical Mrtc 

to produce, to prmceas and to tmport their product to marke The inrstuctu may be quTe 
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simple and easily satisfied - hybrid seed, chemical fertilizers, insecticides, harvest machinery, 
post-harvest storage and equipment to transport the product to market. It may be quite 
sophistcated insome types of production and realizable only by a coopeative venture compried 
of a number of independent producers. Successful projects are thoe that adapt to the exsting 
infrastructure, work within its constraints or have access to capital and Wtec gy to modify it 
to meet the needs of the production system. 

Finaucia ftruure. The key element of this infu ure is credit, but credit alone 
is not sufficient, although formal credit in and of itself does not induce developmet. While 
sustainable credit is not a sufficient condition, it is obviously a necessary component of ry 
productive agricultural setor. This is indeed the lesson learned from the history of agriculturl 
development banks over the last decades. Credit must be coupled with other inputs inorder to 
transfom the agricultural sectors of the developing world. 

7Wl structure and institutional mission of the lender am also key elements. Development 
bank responding to national concerns and conducting operations with funds from the center have 
mustrated this cdearly. Successful credit institutions e those directed by owners who have their 
own fonds at risk, who know the local et, and who evaluate loans with the prudence 
of an Investor. Under these circumstances, a banker is far more Mley to make an awmte 

a al of the ability of the project to prosper and of the borrower to service the loan. 
Successful banking requires not only adequate pricing of the product (the interest rate) but 
institutions structured to function s businesses run by prudent bankers. 

The incentive structure built into a financial institution is crucial to its success. Ifbanks are 
Iosuccee, loans must be made to viable projects by bankers who both know the rgIon and the 
borrower, but more importantly, who function within an Instituim that has a financial interst 
in the outcome of the lon. When a bank survives and flourishes by dking capital in the 
expectatim of a proft success is most often acheved. Thus, while the C4a hul does supply 
cadit Itdon so within the context of a business whose ownus (sar od) sand to make 
profits and losses to their equity capital ba upon their institution's ability to diimint 
between viable and loss making proects. 

Proflabllly. The production one invests in must be profitable. i seems obvious, but 
in observed deveopmentprojects, decision makers have notpaid sufficient attention tomarketing 
studies and the potential margins to be realized before starting productio. For example, the 
Rice Growers Committee continues to promote this crop without taking into account change in 
de policy framework of the country which have liberalized imports, lowered tariffs and 
abolished subsidized credit Producers should be profit maximrs subject to risk 
consderation; lenders must be structured on the same basis and mae a market-driven 
assessment ofthe profitability of a product or service before extending a loan or taking an equity 
acipation. 'Substitution" can be realized to the extent that the substitute will generate more 

cash income thn theftornurcrop or activity over an exteded period of years. Agricultural 
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production has to be evaluated both on its return to apital and onthe Stability of that rturn 

across time. It has to be profitable to both the borrower and the lender across time for it to be 

sustainable over the long term. 

These conditions certainly appear as the sine qua non for a successfd community-bmsed 
agiculturl finance institution. That is, in those cases when then conditions can be met, 
agricultural development projects will have a reasonable expectation of generating a positive 

return on investment. The best opportunity of realizing them is within astrucue inwhich both 
the bonower and the lender are driven by market considerations and operate within an 

enionment that facilitates access to the non-financial inputs that make for successful 

entrepreneurship. 

2. The Agribusiness Incubator. iUnking Markets, Producers and Capital 

In the discussion above, we have outlined the coditions under which successful lending 
occurs and the non-financial inputs requisite to its success. In this section the functions of the 

instiostion proposed will come into crerM focus. Te structur of the new Coja Ruri is ahe 
differm than the traditional development bank. Instead of establishing a small bank, suaffing 
it with traditional development bankin personnel and developing operational norms, quite a 
different structure and set of procedures am proposed to address development on the financial 
frontier. 

The Coja will have a two-fold mission. First, as a business Incubator, it will help identify, 
develop, and finance and, in some cases, take equity stk in viable profitable projects. These 

projects may be in any field of activity associated with agricultural production, promesing, 
marketing or In supplying services to agriculture. It will also seek out and may engage in 

related activities vital to agricultural development, such as leasing agriculturl equipment or 
buying and renting out processing machinery. In all cases, the Ca/a will provide he assiance 
to ensumre at a profitable venture has access to the needed mark infomation, technical skills, 
physical Ad finani infastructure. 

The C4Ja's second line of service will be in production lending. The new Coja will make 
loans to primary producers to enable them to carry on their productive activides. These projects 
however will be financed only when they are viable - that is, they must be profitable both for 

the farmer and for the lender. While the retum to capital may be less than would be realized 
in other types of lending activities, the maturity of the notes will be shorter and thus, will be 

useful to the Caja in obtaining a 'match" for their time deposits. 
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To complwe these dual roles as incubator and source of production credit, the Caja will need 

to moblilze capital resources from a number of sources and functions: 

sale 	of dares in the Cja; 
savings mobilization; 
fai services; 

* 	 ale of equity positions the Cja takes inviable project;
 
seed capital adminited through a trust; and
 

* 	 access to a central rediscount facility. 

While each of these potential sources of capital are discussed in detail in Chapter I, it is 

important to stress here the critical importance of the CajaRwul risking its own capital when 

leveraging any outside investment in their institution. The exact leverage ratios are not critical 

at this stage, but perhaps by way of example, one could suppose that the local groups would be 

required to put up 10 percent of the risk capital in order to leverage the outside capital 
ntemlted in the Coja law, whether through trust funds, donor agends, o a rediscount 

facility In COME If they were successful in increasing the risk capital, eithe throuh 
operation or throul . new members' contributions, they could leverage additional funds. 
Furthemore, the Cola Rwu should have a participation ineach and every ventur Itfinances. 
While its pe-ticipation may be structired in any number of ways combining both loans and, in 

some cases, equity participation, it should not ever bank on someone's else's account. 

C. 	 Communitybased-Enterprise Development 

Working as a business incubator, the C4Jawill provide assistance and financing to pmducm 
and agribusinesses with viable projects. Some of these sgrIusinenes will already hav 
operations in the Oimos-MotupeJeqe ue valeys. Other establisled businesses will be 
atacd o the region by the new opportunities they perceive. Both of these tp of opemaions 
can benefit fr,.es by providing stable markets for their production. However, this poit also 
envisions groups of farmers moving into agribusiness activities themselves. They may need to 

create new organizations in order to produce commercially-viable volumes, or to share in the 

value added by processing and marketing their products. The assistance required for developing 
these new organizations and their viable projects is not appropriately within the scope of the 

C4a. Thderefor, the project's second component will provide intensive assistance at the 
grassroots level in order to develop sound community-based enterprises (CBEs). 

Working with community groups, TechnoServe will identify, develop and strengthen the 
management of bankable" projects. It will supply the technical assistance to primaryproducers 
in selected communities and guide them in a carefully tested business enterprise development 
methodology. In this way it will serve as a linkage between the community-based enterpise and 

the C4jaJ and will work with the Cja'sloan officers to insure the success of the CBE projects 
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it finances. At the end of the initial strategic planning phase, an intensive joint review with 
USAD is proposed, to finalize the design and to program a response to any of the issues that 
develop during this process. 

Both first level organatons of agricultural producers and d level processing 
enteprie grouping the first level entities will be established using the metdolog that 
TechnoServe has developed over 25 years of wodng with low-income hrmes in Arika and 
Latin America. In summary, the project will provide training and technicl assistance to small
and medium-scale agricultural businese. Experience has shown that in order for these groups 
to operate as successful, profitable enterprises, improved production techniques must be 
accompanied by management assistance and strengthening. 

1. CBE Advisory Teams: Integrated and Partelpative Assistane 

CBEs will be developed with the use of multidisciplinary teams of technical advisors, 
providig assistance in a highly participative and integrated fshion. The advisory teams will 
be headed by a project manager who will coordinate his colleagues' c ibut into a 

members will represent avariety of disciplinecomp ve system of assitnce. The tean 

including business administration, accounting, agronomy, sociology, marketing andengineering.
 

Tra7nng will serve as an integral pan of project support to community-based organizations 
and enterprises. The training will focus on subjects related to administration, production, 
marketing, and social services needed to improve the well-being of the project beecai. 
Participants in training activities will include directors and managers, tchnial staff, 
administrative personnel, community cooperators, and Parateicians. 

A Prlptory approach to providing technical assistance will be emphasized. Team 
members will work intensively in the communities, and the recipients of assistance will be 
involved in all phases ofproject developmenL The advisory teams' standard intervention with 
aproducer ognitio will take two to t= yeas and will include the following five key 

1. Preliminary Investigation and Oroup Identification 
2. Participatory Diagnstc 
3. Short-and Long-term Planning
4. Implementation 
S. Monitoring and Evaluation 

To assuse that assistance has alasting impact, great importance will be given to the initial 
phase of 'group identification", because de cohesiveness and commitment of the group selected 
isa aitical factor in the eventual success of the enterprise. Once an advisory team has 
determined that the group is aviable candidate rreceiving technical assistance, project staff 
work with the beneficiaries to carry out a dla&otc study to highlight waknesses in the 
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organization that must be addressed in order to improve the production and long-term viability 
of the enterprise. Project advisors will then work with enterprise members to complete 
femblity studies and carry out short- and long-term plmning before project implementation 
can begin. 

Agricultural researcb and technology traser to organized groups is based on 
TechnoServe's m d y for the promotion and development of eneprises. As a first step, 
project staff and enterprise repr@entatives will develop a productio impovement pan for the 
group. If warranted, land will be allocated for demosaton plots and plant nurserie. To 
maximiz the effectiveness and reach of the technical advisors, puratechnicians or pronuotores 
in the enterprise will be identified and given intensive training. These people, in urn, will be 
responsible for sharing information with the remaining enterprise members. 

Specifically, the following four extension techniques will be used: 

" 	 Palltpative activities, where the field advisors carry out joint activities with the 
enterprise members. i and pronmoorufrom the organization will receive 
training in their specific areas of responsibility. This training can be conducted on site 
or it may take place at another similar enterprise, where the representatives cn gain 
Shand-on" experience. 

" 	 Training. TuchnoServe seeks to involve the greatest number of enterprise members in 
the production improvement activities, promoting the formation of leaders. Project 
advisors will transfer agricultural technology through assistance in the completion of 
day-to-day production tasks, both directly to the farmers and indirectly through tained 
promoters. 

" 	 Work meeting. Project advisors will request that enterprises approve their participation 
with nm-voting dghts in all of the business activities and decisions of the group. This 
will provide TechnoServe with some input and influence on the business decisions of the 
enterprise. 

" 	 Control and Evaluation. TechnoServe's project staff will maintain on-going supervision 
of the enterprise. Once the enterprise is up and running well on its own, the advisors 
will reduce the frequency of their visits, while maintaining periodic training activities in 
improved agricultural technologies. Quarterly visits will be conducted to insure 
continued good crop management, and identify any signs of trouble at an early stage. 

2. 	MarkefiiUS Assistance 

For the farmers of the Lambayeque-La IAberd region to progress and increase incomes and 
employment, they must position themselves within the marmting chain and incorporate 
marketing as a business function. This development project will assist the local farmers to 
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identify processing and marketing opportunities for their production. Project objectives will be 
achieved using a strategy that integrates production activities with the required marketing 
functions. Natural resources, infrastructure, services, legal and financial concerns, and 
environmental preservation and recuperation will all be looked at from a marketing perspective. 

The CE advisory teams fielded by TechnoServe, workdan in close coordinatkn with th 
project advisors, will assist the Olmos-Motupe-Jequetepeque C41a Rumi, as well as the USAID 
ADEX Project, intrainS information on regional and external markets. The tams will also 
help to research the documentation, available financing, and lqd requirements necemsy to 
participate in these markets. This will form the basis of a marketing information system to be 
institutionalized and which will have as a goal the publication of periodic markeing information 
bulletins. 
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CHAPTER m. PROJECT IMPLEMENTATION 

A. The Strategic Planning Phase 

The project will be initiated with an intensive strategic planning phase. In this phase, ACDI 
and TedmoSere will furnish a team for up to two months. This team will negotia and 
program the activities of the project over the next three yea. It is anticiated that he strategic 
planning phase will permit any refining of the basic concept of a community-baed development 
or as well as the identification ofpersonnel for fuure sTffing. In addition, substantive 
contacts with Peruvian authorities will enable the technical assistance team to program activities 
to meet the requirements of time and funds. 

At the end of the initial strategic planning phase, a presentation will be made to USAID to 
finalize the design and to resolve any issues that develop during the planning process. Following 
this joint review, USAID can give its final concurrence to the plan that has evolved, the final 
technial assistance budget, the local currency budget, and the saffg requirements. 

ACDI will be principally responsible for the banking, finance and administrative aspects of 
the project. The primary outputs of the planning period will be to: 

" 	 identify the prospective shareholders and leaders of the new Coja, and the amount of 
paid-in share capital they will invest in it; 

" 	 determine the staff requirements of the new Caja, its office and equipment needs, its 
arrangements for physical security of cash, as well as amngements for clearing checks 
and other documents through commercial banks; 

" 	 formalize specific counterpart relationship with the Olmo-Motupe-equetepeque Cja; 

" 	 identify and visit leading agribusineses n the region, assessing their operations, current 
suppliers and markets, market opportunities and future plns; 

" 	 meet with regulatory authorities in the Superintendency of Banks to determine te 
procedure for registration, as well as operation and reporting requirements; 

" 	 work with government authorities to deten.dne the tax and reserve requirements, If 
any, of the new Ceja, as the legislation is completely silent on this issue; 

" 	 in coordination with Technoerve, determine the approximate demand for lom for dhe 
different lines ofbusiness - production and agro-industries - that may be required from 
the Coa and develop a staffting plan that is repmsive to the volume and types of loans 
that the Coja is likely to make; 
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draw on these demand and cost estimates to develop a multi-year budget, cash flow* 

prcjections, and break-even loan volume;
 

next year of the project, making any" 	 develop a detailed business plan for the 
adjustments to line items of the budget based upon the strategic planning derived from 
this process and ensure the staffing plan is responsive to the needs of the project; 

" 	 negotiate with USAID the structure, conditions and process for disbursing of P.L. 480
generated funds, or other sources of local currency, in order to provide md capital for 
the new Coja, inparticular defining the perfomance measures that the Ceja will need 
to meet- in terms of local capital raised, and recovery rate and internal rate of return 
on loans- in order to have access to seed capital and operating expenses; 

" 	 work with the appropriate GOP agencies and/ or MWni of the Preidncy and 
Agriculture to obtain their concurrence with the project and the administratio of the 
seed capital trust fund, and to clarify their participation, oversight, or review functions, 
if any; and 

at the end of this phase, hire the local staff required for the Coja development component* 

of the project.
 

TechnoServe efforts in this strategic planning phase will focus on the community-baed 
enterprises. With a country director and experienced TechnoServe advisors already operating 
in Peru, ativities could begin within days of signing a cooperative agreement. The primary 
outputs of this team's efforts in this phase will be to: 

conduct an inventory of potential CBE clients, including a diagnostic profile of each* 

group's history and status;
 

in conjunction with the ACDI team and other sources of market information, including* 
ADEX, review current market studies and identify ashort it of potential commodftes 
inwhich the CBEs could be involved, noting the market opportunities, key constraints, 
principal basis ofcompetition, and projected CBE role and required investment for each 
commodity; 

evaluate the six groups already identified by TechnoServe as potentially viable CBEs," 
interacting with those groups confirmed to be viable candidates in order to develop 
business plans and formal written assistance agreements that spell out the exct nature 
of the services to be provided by TechnoServe and the fee and other commitments 
assumed by the CBE in return; 



Obtm *Me"4U "que ACDI A TmhwAuw 
C. Sa1 a cominy-Smd 
lwpd- DswhpbMW Point 

A Rwml PWlm0l IM1uwdidwi Modl hts 20 

* develop an operational plan for year one, prioritizing the communities that will 
participate and any specific areas of assistance required, making any adjustments to line 
items of the budget based upon the adjustmets derived from das planning process, and 
emring the staffing plan is responsive to the needs of the prject; 

" 	 identify and seect candidates to fill the five long-term positions as outlined in tie 
sbtan section; and 

" 	 provide the newly hired staff members with both dame. orientation on TechnoServe 
project y, and - working side-by-side with a am team of experinced 
TechnoServe advisors, under the close 7e vision of the proect diremr and prom 
manager-- on-the-Job trainingthough assistanceactivities with the first group ofCBas. 

B. AnIsting the C. Aul 

As elaborated in greater detail in Chapter V, ACDI will fumish the Img-tLem msvices of 
four professional advis - Chief ofParty, a senior ribusiness advisor, an grdcultura cmdit 
tehnicin, and iinanci and credit management advisor - will reside in Chiclayo and work 
side-by-sid h Cuja staff members. In tis way they can provide the most direct and 
Intesive assistan to the C4oa and oversee the project fied sta Periodic travel to Lima will 
be necessay to coordinate with USAID and GOP authorities providing a link with resowurs at 
the nationa level and helping to stmegtn rediscount and ort mhanims that will be 
important in replicating successes of the pilot C4Ja. 

We anticpate that the inital staff of the CqJa will be small in size, with six orevm 
profiona: a genadmanager, deputy managers for crdit and for financial m m nd 
thee o four on ffi , ch covering qeifi commitie dt in dme may open store-from 
branches. By woring closely with this smaU staff,, training its Board of Director and tpig 
Into additional expertise as needed - TechnoServe advisors, Pruva institutions and resources, 
and sort-term consultants and trainers - the ACDI advsrs will help de Caja beome a 
sustainable financial insttuion by rnsdring the needed technical n management sl, 
helping to deve" p effective structures and procedures, and prvidingan important link between 
the Olmos-Mou Jequetepeque Coja and vital resources at the utional level. This intensive 
technical assimnce will focus on four cenral tasks: 

" 	 ensuring the mobilization and sound mangemnt of capital 
" 	 ensuring effective loan nagemet 
" 	channeling sed capital and 
• 	strengthening a cetml rediscount LMV 
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1. Effective Management of Loans 

As a business incubator and effective lender, the Caja will need to carry out five specific 
functions in managing its loans. These five areas are: 

* market information
 
" training andtechnology
 
* loan work-up
 
" loan evaluation
 
* operations and loan work-outs
 

In the case of production loans to farmers, community loan officers will carry out these 
functions mostly in the field, and on their own. The process will not be complex or drawn out, 
but market information, the need for and availability of technical assistance, and the farme's 
ability to repay his or her loan will all factor into the loan evaluation. Similarly, problem amns 
will receive quick and effectve monitod and, if needed, work-out plans. In the can of 
a s loans, the five functions will be more time-consuming, and mome likely to involve 
COja Staff workn together. 

Given the Cqa's initial small size and the fact that these functions are interrelated, we will 
emphasize a task force approach, with Coja personnel moving from one functional group to 
another as their client's project develops, and with each group working with the relevnt ACDI 
counteirpas and accessing outside expertise as necessary. Indeed it is vital that the lanofficen 
and managers are involved in each of the five function areas, in orda to provide the projects 
with a sense of continuity, and the staff members with an Understanding that the loan success 
is tied to the Coja 's mastery of these five central functions. This last point can be made clearr 
by illustrafting bow the staff of the Coja will operate - working in groups and moving from one 
function to the next as required. 

Market Inton M The first task force is the Wlnformalon Itsand markes" group. 
primary purpos is to accumulate and distribute the Information on prices and qumitie of 
product required by markets. The group - building on the market finding of the s t ic 
planning phase and working closely with ACDI's agricultural credit and sen agribusinb 
advisors - will identify market opportunities during their information gathering, and present 
them in information packages that will be avilable to potential trepreneus looking for a 
profitable opportunity. They will also rsuarch ideas genated by potential borrowe. Over 
time, they will develop a data base covering a wide range of commodities. 

From the outset the new Cota RJ wleeds to ensure to infomain from markets an 
oppmuties can be relayed on a continual basis to producers. The Caja will serve as an 
information pthering and distribution point for its borrowes. In gathering information a 
sophisticated system is not needed; a representative in the market town and a telephone link me 
often sufficient. Published time series price data would be preferable. And the Coja will not 
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duplicate the efforts ofother institutions, but rather plug into the market research of such groups 
as ADEX and collaborate closely with the project advisors working with CBEs. Compiling the 
prices paid throughout the year innearby mark and making the, available at the Coja's 
central of e can be the key ingredient in helping pmdm diswa opportunities. 

Interemsl potential borrowers can discuss this information with the C#Ja. Whe apromising 
project is Watified, the bonmw and task forMwill jointly cany out aprs'#4low y study 
to demr.,ine if a local producer can supply the podc and cam an acoqiwble marg to pay 
his loan and show aprofit. The pre-feasibility study will qVecfy the lnfrasae and training
requiremeiti. This may be as simple as a small packing shed and a truck to go produce to 
market, togetr with assistance in working with new varieties and chemical nput regi.es, If 
the inial pro-feasibilty study shows apositive nugin and the requisite infrastucu can be 
acquired, the study can then go on to the second group. 

Tranlug and technology. The task force will focus on rindng and techoloy. 
Again, this group will work closely with the agribusiness and agicultural credit advisors, r the 
TechnoSer advisos when the client Is a CB The primary purpose is to ases de 
technology needs of agiven project and to work with ft borow ePtr to sumr dt he hs 
adequate skills or access to any training and on-going advice needed t mtooflly opwa th 
project. In the initial stages, the project advisors will play adominant role in providing tis 
service, taking advantage of such local institutions as ADEX, the inistry of Agrictlure's 
extension services, and USAID's Technology Transfer Projct wheever asible. Whie 
necesry, the project will bring in outside assistance to carry out training. Over time, the local 
Coja staff will take over this activity of identifying arid ensurna to the ll needed to 
implement aviable prject. 

Inworking with apotential borrower to identify the neemisn anda thnolog 
for anew project, this group may also help to scale down aproject, eaming apotendal dh t 
up with othe bonowers better able to aM out one or mae of dte functions oriialy 
envisioned by the client. For example, a farmer wishing to invest in anew crop and anw 
truck to move the crop to madet may be informed that he could trnsport hisproduct mn cmt
effectvely by using afull-time truck opemtor, orthe CWa may decide it Ismor efficient to 
finance a regional processor who can handle more volume of raw materi than an on-farm 
processor can. 

Loan work-up. Inthis pre-finance stage, the Coa's loan oftcers and managers, aided by 
external technical assistance, need the ability tohelp a client idenify profitable options ad th 
access to technical assistame that will help to refine his idea, cost out the project, and acquire 
the skills to produce the product. While ideas can certainly be put forward by the supplier of 
technical services, it isprimarily the producers who need to conceive the new business that they 
want to launch and how they want to stucmre it. In the pe-finance stage, the "would-be, 
businessmen need access to a set of skills that is generally beyond the reach of rural people. 
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They also require assistance to help develop, refine and present their new business proposls to 
the new locally-owned finwci institution. 

Therefore, the thrd Wk force is the -proJect and loan work up- goup. Mhis group, with 
e assistace of the agricultural and financial man amt adviso, will work with die 

borrow to prqiar the project and will do the financial analysis IDdetm ine die n of return 
and the ability of te project genere aporitive cash flow =wv edo I . It is hue that 
the msat infomatonand r mendation o. the aining and twhology group as combined 
with financi analysis, and abucm for financing isdefined. It is atcl that die technical stUff 
work directly on each project wh die financial people to develop a projct that is technically 
sound, adequately financed and profitable for the Coja. The mchnical pewnnel can ass the 
likely margins and the ability of the producer to operate successfuly; the fincial saff can do 
the hard numbers to determine if the prjec meet the return to capital and profit goals of the 
COa. 

A proect that has successfully completed this pro=s isready t0 go to feasmbIty study 
sae. The poducer must identify th specific buyers, and sources of de Wtbk-,* , de
infrastructu and th financing required to make the project profit-ble. This gs beyond te 
pre-feasibility of Identifying what is required; now the produce must Wdfy coety who 
will buy his or her product, and who will supply the requisite inpu and vis. Insom 
cases, projects can be made profitable with relatively little infrastructue and reasonably 
acmsible technology. Inother cases, the proposal must be reJected because the requisite input 
and services are not available or are not sufficiently reliable. 

Projects that maie sense on paper must be subjected and adjusted to the demanding realities 
of the rur environment if the enterprise i to produce a profit. Insome cas, projects cannot 
proceed due to factors beyond the producer's control. In others, a modifiation of the loan 
proposal to include a simple piece of inftucr may be required. For exampke grain dryers 
may haveto be baewd up by a dieselge ator deto unreliable etdc sppiy. It is athe 
feasibility stg that the projct goes &th a simulated cycle of p oductin IDdeemine if 
investment in inf uct and technology requirements can be mdt and can be financed so as 
to poide an adequate retumrn to capital and a pro& to the borrower aftr his debt srvice 
obliptions. 

Lean evaluatoL The first three groups work directly with the borrow to lay the 
groundwork. Once they have prepared the technical and the finandal aspects oftde prject, they 
will present a package to the "loan commtteuventure capltalo group. At this stage, dpending 
on the size of a loan (small production loans may be evaluated in the field by loan ofcers, 
while large loans or joint ventures will ivolve the C4Ja Boand of Directo), the t 
of the C41a Rwu becomes involved in the final evaluation of the project Th tn and 
financial analysis is presented. Management must make the finAl dediio an the prqect by 
evaluating the proposal on the basis of its viability, its return to capital, the free cash it will 
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genet to repay the loan, and the mora solvency of the borrower, and his or her ability to 
carry out the project. 

This evaluation is crucial beause much, if not most, of the leading will perforce be project
bsd, rahe than collater-baed. As a genena rue, rurd people beginning new comm ial 
activities cannot collaterdle lons. The new Ca RWdl will have the flexibility to mqod to 
de variable needs with a wide range of financino qiou rmgi horn loans to equty 
participatim . The, C4a will also poss an ownership stru'e that m adle poject-based 
leding. Inthis type of lending, the aditiol ratios are of eavey little utlty. Ptoducs 
have ideas, but very small resource bmses. A project munt md or fll on its ma% not only 
on the wlltea of the boowe. And, it is local peol with diwir own capt at dsk who are 
most likly to demand an adequate evaluation of the prject's feability. While prject lending 
is crucil to Agriculturd t, it is the end of a decison pores, not Its begsining; bow 
the available loanable funds are allocated among competin proposals is crucial to the sucoem 
of the financia entity. 

Opner aods a work outs. Once die loan ad/or investment is made, the Ian offiw wil 
tlak over the rsponsibility for the poject. In some case, the offlw will mrdy monitor the 
loans; in others, where the Cu has an equity podti, his or her role my be that of aivemir 
p c atonthe board ofdirectors. An opeatio pup will mee periodically to assess the 
entire poMtlio, identify problems, schedule work outs and intmventions and restructyurg for 
- loans. 

The realities of banking and credit are such that some loans inany portfolio will expaience 
problems. Some will inevitably fail due to borwer inability, or to external factor and events 
beyond the control of the borrwer and the bak. Since the must be written off, the CWa will 
need to establish sufficient rse to absorb such It to capital. The bank managemen and 
agiculturalcredit Odvism will assist the Cea in establishing thse. 

At ihe mine time, may troubled Ion - if ktltfied ir time ad ithe leader has the 
Ality to intervene before they dehult - can be mwagd by a work-out. In ct, a a 
o uny-based insTaton, the Cu. should be coserso die b row and know the local 

environment better than a lr or ceatraized b It sould tberefor be better abl to Identf.nL 
delhqent loans and to inter e for a "work out before the loan is lost. To doth s,tde 
project adviso will help the Ca to establish both the ability and the rht to intervene in any 
loan that is notcurret. This implies not necessrily foreclosing or calling the loan, but insead 
going beyond traditional bankng pmtces to develop a lon monitorn capacity, and a work 
out team with the authority to intervene, to become an equity pare or even to transf the 
assets to another producer in order to ave the loan. 
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2. 	 Moblizng Capital 

One of the principal obacles faced by any financial institution is bootstapping their limited 
capital in order to gear up the scle of operations. This is prticularly Owue on the frontier of 
finance. The danger is that onoe die organiztion has committed its seed capital, ft has to 
suspend or slow dramatically its lending due to a capital constraint. The sume of Mflows will 
be inteMt payments and any profits that am from the joint vntures. The form of thez.
howeve will be relatively mall, while the latt probably will not be realis in the initial 
yean. The question then wins as how to reliquify the institutio. The ACDI Nam, through 
th supervision of the Chief of Party and the day-to-day assisa e of the financial management 
advisx, will asist the relevant Coa employee - such as a Deputy MMger for Financial 
Managemet - to establish the policies, procedus and controls to comply with government 
regulations and manage the following soumes of capital: 

" 	 Share caplt sales. The Caja Rumi is a member a ad should work to 
amat new owner-borwrs who will supply additional capital. While it Is a non 
profit" institution, it is able under cerain conditions to distribute tcs capital This 
distribution functions lika a dividend and should function to incrase the value of 
acquiring membership shares in the C0,a. In addition, bonowes cam be required to 
contribute a small amount of the loan to the capital of the share capital of the bank. 

" 	Savings mobmzatlon, which will play a critical role in the continued ability of the 
institution to lend. To atrct depoits, the CJa will have to offer attractive and 
competitive interest rates on both demand and time depoefts. 

Finandal Services. The Coja Ruais authorized under its law to offer a full nmp of 
banking and financial servics. Fortunately, the Coja law permits a very wide range of 
financa activities and many of tiese can provide substantial fee incmes in rem for 
services that na dwellers need. Thes serces am almo a means of atracting additional 
clients, giving the Co/a an oppounity to establish mutually profiIable adonsips. As 
experience has shown that singi fucton institutons have difflt inbeoigviable, 
dhe new locally-owned Coa will offer a full range of banking services. Then may 
include - if shown to be profitable - the origination of various types of ommercial 
loans and mortgages that can be discounted inexisting markets; leasing of equipment; 
and simple insurance services, sich as selling life insurance to borowe to pay their 
loans if they die. Ther may alo be a role for the Ce/a in creating and maintaining a 
market for land. 
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As a lending institution, the Olmos-MotupeJequeepeque Coja Rum is inti, in a 
positive return on its assets, but it also is piloting a locally-owned model for financing 
development. In order to spread the bmfits of the new activities, the CJa could market some 
of its equity -ipt o in the projects it financed. There am numerous possibilities, some of 
which ocur in the informal markel but have never been eq ted by formal institutions. In 
the Initial stages, it would be difficult to ll thes securities in the open mWrt (as those 
mukets ae weak and in the distant cniful, Lima). Howev, people ame om prepaed to 
invest some of their fiuds in alocal enterpris that they can m isbeginnin lo yield pfis at 
afstr ae than one ca earn rom time deposits. The Coa would in effect nm asmall shale 
shop where local people could come in and purchae asmall equity sWam inabusiness at they 
could see would be profitable. 

Thus, the C. a Rw not only works us a lender and an equity parter, it ao srves us a 
vehicle for community development and economic democracy by spreading the investment in 
profitable local enterprises through the sale of sham to the community. 

3. 	Managing the Seed Capital Fund 

In Wdon to providing mchnical aiance and onteJob training to establish the C4a as 
an effective leader and mobilize of capital, ACDI proposes t deopm of aSeed Capital 
Ibad of $8 million in local currency, which could stimulate the mobilition of local resoure 
and jump-start the opeti of the LambayqeLa Lbertad CeaRum and, oe time, ote 
Cfaras well. ACDI will monitor the administrator of the Fund, likely a se d story bank or 
similar institution agreed to by USAID and the Government of Peru. 

In jump starting the pilot Coja, the Seed Capital Fund can contribute both to administration 
and ca talintin in its early years. While the adminltratve casts, rn of loan d ment 
and he consequt cash flow are equally difficult to estimate at this ime, we are currently 
stiating local currency costs a about $900,000over the fir three years, assuming the staf 

structurie detailed in the fowing chapter. By th Fund lending money to de C44 to cova 
the= coita Inits opening years, the CqJa ca plow its financial margns back into th loanable 
capital, thus soi a hisher rat of return and increasing the amount of funds to Csfa will 
have available for lending. A mitaive costs will be covered by loans from te Fund 
accordi to established condi6ons: 

" 	 on a sliding scale, e.g. 100 percent in the first year, 75 percent in the second, and 40 
pecn in the third; and 

" 	 subject to the Caja's compliance with yet to be established practices, procedures and 
controls. 
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such, their importance should be viewed in the policy context of moving Peru away from the 

populist, statist economy of the past toward a new economic stability based on the importance 
of agricultu'al businesses as a means of creating agricultural production, income, and 
employment. Thi fact leads us to the importance of complementing ACDI's efforts with the 
work of the TechnoServe team in developing CBEs. 
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C. Developing Community-Based Enterprises 

The geographic area for this project are the Valleys of Olmos, Motupe and Jequetepq-ue, 
and the Technoserve advisors will focus their CBE development activities on thes valleys. 
These rgions, and the number of direct beei.re they estimate they will reach in each 
region, are illustrated in the following table: 

Olmos 9,000 200 

Motupe 4,000 100 

Jequetepe-que 35,000 4,000 

Total 48,000 4,300 

To date them islimited export activity in the Motupe valley with the principal products being 
mango, lime, passion fruit, and inlesser quantity, papria. The J eau ie valley isjust now 
trying to promote export crops with initial efforts inbeans. Given this status, TechnoServe will 
work during the initial months identifying mark-s that offer comparative advantages leading to 
ecanmically viable, self-sustaining activities. Also at the stan ofoperatio, Twcnosern will 
determine where, when and under what conditions an products, for the domestic market as well 
as export, be sold and under what forms of organizaton, financing, procesing and other 
commercial onditions. 

First year operations in the Jequetepeqe vally will coamcentrate on annual crops given the 
lower level of technology currently in use in the zone. TechnoServe will identify crops with 
demand in the local and national market and initiate production of export crepe in which 
complement those of the Motupe valley. Effot will be made to gradually abstitute the 
planting of rice, which presents disincentives in the use of water and the intensive ume of land. 
Rice also cannot be planted as asecond crop when the wat levels ae low in the dim. Thus 
the agricultural potential of the valley is severely consrained by the present policies by the 
salinity of the soil which is reducing the available crop lands. Add to the foregoing the absence 
of credit and the open market policies permitting rice imports and the profitability of rice 
growing is in serious jeopardy. 

These improvements will be carried out by organizing aminimum of four farmer groups as 
well-managed enterprises, with a goal of rapid, visible results in income and employment 
generation. This will lay the foundation for future, medium-term enterprise activities that 
represent a real alternative to production. These activities will be band on makt conditim 
as determined during the first several months of the project and as updated and adjusted ove 
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the life of the projoct. The enterprise development will be accomplished ihrogh TechnoSet ve's 
methodology of integrated, participative assistance. As described in detail in Chapter n1, the 
assistance will include diagnostic and planning activities, agricultual research and technology 
transfer, training, management assistance, monitoring and evaluation. 

At the end of three years of asismnce, with the support of the credit component of ths 
project, the enterprise development component expects to: 

1. 	Create and/or strengthen a minimum of 6 profitable, wuftinable enteMrisr , including 
both first and second level, with identified makets for tbeir production. This gol will 
be accomplised through direct assistance and with the upport of orgnitions that can 
replicate the pilot projects developed by TechnoServe. 

2. 	 Create a business management capability within the target population by training 30 
beneficiaries in the following areas of enterprise development: 

-Orgaization 
-Administration 
-Technology support services 
-Financial management 
-Markning management 

3. 	 Introd.u.e, on a commercial sale, a minimum of three export crops with markets 
defined in detailed pre-investment studies. The objective is not to concentrate efforts on 
only one product since this could be risky, nor overwhelm the farmes with too many 
alternatives. 

4. 	 Provide technical training in crop management, harvesting, post-harvest management, 
collection, storage and packaging for the selected altenative crops and the traditional 
craps to be maintained ad promoted, such.as rice. 

5. Define and implement post-harest-eces, sora, processing, packagn and 
transportation for the selected alternative crops. 

6. 	Increase the gross value of the agricultural production of the region, the per capita 
Income of the target population, and employment levels. 

7. 	Implement a marketing research and Information system with a goal of distriuig 
an informational marketing bulletin with the following information: 

* Prices 
" Production 
" Directories of buyers 
" Link with crop research 
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e External market demand 
• Export routes, costs and procedures 

8. Complete a minimum of three regional seminars on marbeft of export products. 
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CHAPTER IV. STAFFNG 

A. ACDI's Technical Assistance Team 

While the exact staffing requirements may be adjusted in light ofthe initial strategic planning 
ph&% of this project, we anticipate the ACDI tm to include the folowing: 

Chie of Plarty/Senior Agricultural CreditExpert. This person will be responsible for the 
overall management of the project. He or she will have substantial experience in agrcultura 
credit, agricultural finance, agricultural banking, and agricultural development. Residing in 
Chiclayo, he/she will be responsible for the od n of the ACDI efforts with those of 
Technoserve, as well as maintaining the working reatioship with USAID, the various entities 
of the GOP and with the Coja management. Building on this role a liaison, the Chief of Party 
will td the lInd on developing a rediscount mechanism that the Cja can access, on monitoring 
the administration of the Seed Capital Fund- including designn the criteria on which 
dibsemets from the Fund will be based- and taking primary responsibility for the 
deepmet of standards and manuals to be used by the Coa. or she will supavi lol 
kW afft, and closely monitor on-going operations of the CoJa. The Chid of Party will be a 
Peruvian of broad financial and credit management exerience, able to inject an appreciadin for 
project-based lending. 

A Senior Agribusness Spedalist will provide support to ACDI tram and the COJa RAW 
in the am of market information, competitive analysis, evaluation of agribusines activities 
seeking financing, and liaison with agribusinesses inside Peru and internationally in orde to plug 
local agrbusines into market opportunities. He or she will work closely with businesses in 
theLea that are not receiving assistance from Technoserve, helping them to translate d and 
pinto working, bankable ventures. The Agribusiness advisor will lo coordinate with 
Ut Technosee tam, providing assism as required. He or the will be a resource for the 
Agricultural Credit Technician, the Co/a's loan officers, and potential businesses, assisting d=em 
with initial loan work-up, estimation of rates of return, developmnt training or technic@l 
assistamn plans, and general superision of on-going producive tivities of agribusines 
borrowers. This person will be a Peruvian residing in Chiclayo. 

An Agrkultural Credit Technidan will work closely with the Coa's task forces as clients 
move from being potential borrowers seeking assistance with pre-feasibility studies, to borrowers 
requirIng oversight and technical assistamnce or, in some cases, work-out plans. The technicim 
will assist the loan officers and management in putting in place effective procedures, controls, 
and methods for evaluating the viability of potential projects, and for monitoring loam. A native 
Peruvian, the technician will reside in Chiclayo. 

A Fandal Management Advisor will work closely with the Coja'sequivalent ofa Deputy 
Manager for Financial Management, helping him or her to develop operations that will mobilize 
investments and resources within the Co/a, as well as policies and procedures to manage the 
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resources effectively. Emphasis will be placed on viable financial servies and effective 

capitalization programs. This advisor will also work closely with the Senior Advisors to ensure 
that the Seed Capital Fund and rediscount process are being used effectvely inside the CWOa. 
Also a native Peruvian, this advisor will be the fourth tamnmember rsiding inChiclayo. 

Three additional local hires will include an Admnstrave Aslitad who will manage the 

offce, communications and project logistics. A nuectm will also ippar ie advisy jam 
asisting the pilot Ca, while a nme will round out de office saff. 

B. TechnoServe Techncal Assstane Team 

TechnoSeve already has two advior leams Inthe Olmos-Motupe-lequeteque ae. The 
project oaiationa chart (Atachment 4) provides a clear diagrm of die ptooed addtiona 
team required to fully implement this project. 

The TechnoServe Country Director, Albat Perz, a native pervan baed in Lima, will 
have overal reponsixbility for the project in his pacity a Phject Di ctor. Ais andticiaed dia 

of his d=o this pqect with e t of WdmededicW tohe will spend sO p 
m gge Nc of TwcnoServe's activitie in Peru. Albert is a tn year Tedose 

veeawell versed in enterprise deeomn. As Project Director, Alberto wHi be reqlonsibl 
for coordinatng directly with the ACDI Chief of Party on all major pJe sme ad 
operional mat a well as directing and monitoring the efforts of te Project Manager and 
his/er Wam. 

The Tcd Sv ProJect Man r, a Peruvian nUtional who will reside in Chiclayo, will 
be nponsible for the day.to.day manageient of the project's CBE component. He/se will 
directly supe two to three project aim leaders who In urn oversee the work of the a 
teams. The Project Manager will be rponsble for developing the annual work phn and for 

with ACDI and Ca RuAd Staff.coordinating field activitie 
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The technical advisor team will consist of the following: 

1thl Year I Year 2 Year 3 

Agroomist 

Public Accountant 

Agncultural 

1 

1 

1 

1 

I1 

1 

1 

Business Promoter -
sociologist_________ 

Total:. 

1 

4 

1 

4 

1 

4 

The AgrIclturl Economist, a Peruvian national, will be responsible for developing and 
He or she will perform all required economic analysismaintaining appropriate data bases. 


related to the marketing of agricultural commodities and inputs, land utiatio and tenum. He
 

or she will serve as a liaison for the technical team with public and privat entities, farmer 
and individuals involved in the markting of agricultural inputs and products.organizatim, 

The Buslns Promoter, a Peruvian national, will be responsible for developing and 

implementing initiatives that improve the management capabilities of the CBEs, and encourage 
He or she will assistthe entrepreneurial spirit of the farmer organiztions and their members. 


the long-term technical team in logistical support, and be the team's pimary Haison with the
 

CBE members.
 

of promisingThe Agronomist, a Peuvian national, will be respobe for the ident 
cpms and prviding training and specific recommenAtionnm prove post-harvest techniques. 
Heshe wil proAde detaled analysis of CBE needs, and asstance in implementing agro

He/she will work in coordination with the ACDI SeniorAgiuinessprocessing operations. 
Advisor and with ADEX personnel in the selection of appuprate agricultural export activities. 

The Public Accountant, a Peruvian national, will be responsible for the overall accounting, 
payroll and reporting system'of the CBEs. He or she will provide technical austium to CBE 
members, train them in accounting procedures a dassist them inpreparing annual budgets and 
financial reports. The accountant will serve as the technical team's liaison with te TecnoServe 
administave staff involved in collecting and processing financial data for monitoring and 

uaysis pupos. 
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The long-ttam technical team will be complemented by short-term specialists as required. 
The short-term consultants would provide specialized services in arm such as specific, non
traditional crops, post-harvest management and potential MagroessinS activities. Some of the 
shot-term technical assistance will be provided by Farmer-to-Farmer volunteers at no laty or 

comltant fee cost to the project. 

The following chart illustrate 
assistance: 

the anticipated level of effort for the shom-tem thnical 

"l..Co.tant' Y.arl Y"e ., _,______ 

- Agro induMy export 4rpm 4pmn 4pm 

-Pot rvestingsea 6pm 6pm 6pm 

TOTAL: 10 pm 10 pm 10 pm 

In addition, the projec will require a 6 moths agro-specialist at a technical level. Theag 
specialists will follow-up closely the progis of the export crops and will collabora with 
TechnoSave's professional staff to train paatechanicans within the CBDs. 

C. Olmw.Motupe-Jequetepeque C& Rum.. lMsttdve Sffigg 

From the outset, the staffing of the Cawill be hpt to modest proportions Itis estimaed 
that establishing a viable lending opento will require three office based pmfessioal sffers 
and thre or four field Ion officers. Additional sport staff will provide loistical support for 
these professionals. Initially, legal, auditing, and the MIS design and maintance will be 
cntrct out, pwviding adequately silled profeionals am available. It is anticipa dt d 
staffing pan for the CQUa will be a follows: 

The GemraulMana' wll bein cliar of the overall operatim of th C4fa and wM be 
responsible to the boad for the results of 6e Ca. 

A Deputy Mnager for Credit will be incharge of the day to day operation of the Qa. 
Msh reponibities will include veig of the opertations of the Ca, te oranizatin of 
the loan approval process and woring closely with the loan officers to develop projects to be 
presented to the loan committee. He/she will manage the prson of the Q4a, establsh the 
operationl procedures and will be the initial contact point for borrows as well as conducting 
with Technoserve and the community loan officers any work outs that am required. 

A Deputy Manager for Financal Management will oversee operations on the remurce 
ganation side of the bank: capitalization, financial sevces, time deposits, loan s outin, 
and special funds. such as resources from the Seed Capitl Fund. 
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Three or four Community Loan Officers will work directly with borrowers, each acquiring 
a portfolio of loans which they will be responsible for supervising and managing. They will 
work closely with Technoserve as well as individual and group borrowers. It is anticipated 
initially that two of the community loan officers will work with existing or emerging agd
businesses, while the third will work with prinary producers. Tue loon officers will be 
responsible for identifying borrowers, working with them to deveop "banW*"projects, and 
prnting the projects first to f deputy manager and den to the loan commie After the 
lan is made, they will supervise the loam, identify problems as they emerge, inform do C4Ja 
and develop solutions to the emerging problems. In the caes wherm the Cea acquires an equity 
int est, the loan officers might be assigned to represent the Cqfa at the bard meetings of the 
comwny and will report back to the Deputy Manager. 

Support Staff will consist of an office manager/accountant, Meagry/casher-tller and a 

messenger. The office manager will have support functions such as travel and vehicle 
maintenace of the community loan officers, as well as carrying out all the routine fontdons of 
office mnageent. He/she will also be responsible for the hdminitat rmngat to 
contract auditors, lawyers and systems analysts for the small MIS system In addition, he/she 
will arrange for physical mctuity of cash and its transfer, the maintenance of current loan 
records and other duties assigned by the genemi manager. 
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CHAFFER V. PROJECT MANAGEMENT, MONITORING, AND EVALUATION 

A. ACDI-TechnoSerwe Comsortium 

ACDI will be the lad organization in this Consortium, dgning a Cooperative ASremet 
with USAID/Peru and a sub-agreement with TechnoSave, feldg a Chef of Party, and 
representing the Project with USA13D officials. Outside of this admiative lship, we 

view the wratonship between the two firms as a comlmnary pairin of equals. ACDI will 
te telead on the credit component of the project, with TechnoServ Implemin th CB 
omp et. Each finn has the exprtise and experiencerquired to its component, 

and with cloe coordinai and constant communicaion, thes two components will contorb 
to the raliation of the project's financial, agricultural, commercial, an institutional objectiv. 

ACDI looks to the C;onsortium as an interactive piece of the projecL Throg regular 
ifoml contact and periodic meetings, the members of the Consordm will draw on their 
co~amy n and shared viao to identi and encurage project w gh, and 
to ma specific recommendation for Imrvement. The Consortium will rve a a 
clboMtive and proactive rmource for Its Chief of Pary and the project staff, providing policy 
guidance, monitoring and timely feedbm c 

ACDI's Daniel Chaij, Vice President for Latin America and the Cabbean and Robert Fes, 
Project Officu for LAC, work as a Project Cordinating team, and will ensure that all of the 
project's U.S.-based support needs ae met. The Departments of Finance and Training, as well 
as headqurter personnel dealing with personnel, recruitment, logistics and procrment, also 
provide essential project support. ACDI's Project Coordia will emure that support Iswell 
FOSILSm ed, and that action is tae in a timely manner. 

Appropriaft had office support will be provided for all long- and short-term parsonnel and 
subontractos As a non-profit ogniad with three decades of project management

ewith A..D. on large and mall projects, ACDI has the financial nources o 
implement thi project. ACDI has proven its ability to manage the fimcea ofUSAID contracts 
and grants through Federal Reserve Letters of Credit. We will manage the overall fiuances of 
the project and report to USAID as required. If additional finncial reports anrequired, 
ACDI's computerized accounting system can quickly generate them. 

The CBE component of. the project will be managed in accordance with established 
TechnoSer project management pole. These policies are dscribed in the internal manual 
titled "Policy Guidelines for TechnoServ Management." 

As discussed in the staffing section, the overall responsibility for oversight of the CBE 
component rests with the Country Director. At the Home Office level, program management and 
support is the responsibility of the Regional Director for South America who inturn reorts to 
te Vice President/Latin America Division. The Home Office based Latin America Division 
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team provides a wide range of services to the field operations. These includemanagement 
monitoring and evaluation of all facets of field operations; procurement services; coordination 
of training activities including services from the organization's support divisions; business plan 
development and stratgic planuing; translation of key documents; institutional retions with 

international organizatiortt and otic"types of logistical and management support 

The Finance and Administration Division incorporates the Financial Savices, Human 
Resources and MS departments. They provide services in such area as accounting, financial 
mnageumt, auditing, finucial reporting, payroll and benefits adminisbada, expatiate 

compention, personnel mnuatemret, data base management and project monitaring systems. 
Staff from these departments travel frequently to the foreign locations to provide training and 

technical assistance. 

Pojec coordinmion will talk place at three levels. Firt, the Country Director will be 
resp ible for coordinating all activities with the ACDI Chief of Party, and with USAID staff 

as required. Second, the Norwalk-baed Regional Director will be resposible for ordiutiNg 
all project activities with the Luma-based Country Director to insure Home Of ice awarness and 
oncumnce of major project activities. Third, the Regional Director will be repmsible for 

maintaining contact and coordinating activities as needed with the ACDI Home Office project 
managemen team. 

B. Institutional Coordination 

In addition to the collaboration between ACDI and TechnoServe, the Project will promote 

joint activities with the different institutions operating in the region, thery building an installed 

capacity for project monitoring and replication and taking advantage of the effob expience 
and confidence already established by these institutions. We recognize that coordination is vital 

with oaitions working in the arms of: 

1. Valley-level strategy and intato of project activities 
2. Applied agricultura resrch 
3. c mmunity dvelpme 
4. Pmduction and agro-industrial inratructur 
5. Agriciltural diversification and extension 
6. Enterprise organization 
7. Marketing 
S. F'iancin 

In the Project region, 8 non-governmental ornizations (NGOs) and institutions have already 
We have also indicated ourbeen identified, including the Asolation of Exporters (ADEX). 

and agriculturalinterest to collaborate with AID's projects in support of ADEX's services 

research and technology transfer, as well as institutions who can provide financial resources,
 
especially loan rediscount mechanism.
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ACDI and TechnoSave have alrady held discussions with the ADEX, the Minisary of the 
Presidency-DIADE-Special Irrigation Projects, with NGOs based in the rion and with the 
principal producer o i ons located in the three valleys. All of thew entities have expressed 
support for the pr posed project concept. Te project has also beon discussed at the highest 
levs within the Ministry of Agriculture, with similer succe. 

C. Evahlaoand Rep*rft ReqnIrun~s 

ACDI will submit qurtey project rqpor to USAID on deveopme and key indicators 
for both the Coja and CBE components of this project. ACDI will also submit quarterly 
financial report showing budgeted and actualexpenditures by line item. 

ACDI prses to an this project evaluated by independent consultants duing te eady 
part of the third year of operation. The vlustion will asseis the maces of inh of the project 
cmnponents at realizing the stated objectives. For illusrative purposes, we outline the following 
arms that may be considered by te luamors: 

1. Portfolio Analysis 

o 	 Number of loans approved and didrsed 
o 	Total portfolio and avege loan size 
o 	 Distribution of kans by loan terms, production vs. investment, Iniidua vs. 

ogaizat, me vs. women, etc. 
o 	Delinquency and deflt rue 

2. 	Institutonal Analysis 

* 	 C profitability, pit in level, members gowth, loan pofli gow and 
quality, share of market, management bod apcity, and compliance with 
established policies and procedures 

* 	Number of CBEa, and tdir membership size, pofiWt, de e of qualilled self. 
mnaemet, operating eicincy, market security, and sun of rpecti markets 

* 	 Efficiency, scale and reach of lan redeounlag mechanon 

3. 	Socio-Economic Analysis 

• Number, value and quality of new ari-business investments 
e Productivity and profitability of non-taditional and traditional agricultural products 
e Effect on lncome of projectparticpants • 
e Effect on employment levels in partic-i.ting communities 
o 	Export and domestic earnings from cops 
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AGRICULTURAL COOPERATIVE DEVELOPMENT INTERNATIONAL (ACDI) 
PERU: OLMOS - MOTUPE - JEQUEIEPEQUE CAJA RURAL 
AND COMMUNITY BASED ENTERPRISE DEVELOPMENT PROJECT 
SUMMARY BUDGET 

I YEARII YEAR III TOTALUNE ITEMS 

1, 16,200 195.510 570,7101. SALARIES 

101.007 101,00 10,440 .63S
2. PAYROLL ADDED COSTS 

455 7 0 3,064 121,6393. TRAVEL &PER DIEM 

74A556 48 40,2 170.664. CONSULTANTS 

0.000 300 300 Pg.6oo5. COMMODITIES 
6. OTHER DIRECT COSTS 16,000 oo0 74 50.440 

-
-


514,640 388M3 10 1*312W067. TOTAL DIRECT COSTS 
36.6% 188.435 1424 140.44 480.2246. INDIRECT COST@ 

703.64 531,276 5W,751 792.310 . TOTAL ACDI COSTS 

610,11 536,7 565 1,7110.SUOGRANT - TECHNOSERVE 

1.313,96 170.038 1,123,451 3A0711.TOTAL ESTIMATED COSTS 

A-T", :I0 eJ'r 3. A-djust d Bodf -ts3u,., l,, .4 b7 'ACDI 

A-mewaC4iMr 4. RvuaoSaol um'ae 



AGRICULTURAL COOPERATIVE DEVELOPMENT INTERNATIONAL (ACDI) 
PERU: OLMOS - MOTUPE - JEQUETEPEQUE CAJA RURAL 
AND COMMUNITY BASED ENTERPRISE DEVELOPMENT PROJECT 
DETAL BUDGET 

I YEAR II YEAR III TOTALUNE ITEMS 

186200 570.7101. SALARIES 189, 195.510 

171 180.075 19,079 540,654 

Chief Party 60.000 60. 8300 6.150 
Abuulness Speciallt t base salu00 50.000 ,0 6,1262Ar, 
CredI Analyst@ban5 salary of- - 16.000 1600 16900 19MI4S
 
Alubus.Loan Anast @ban salary 22,000 22000 23.100 24,25S
 
Admin As*lstn0 ebasary of-- 10,000 10.000 10,500 11,025
 
sey @ ban salary - - 6,000 o.000 e,400 6.620
 
Messe r 0 base salary - - 3M00 3,0 8,67. 3,859
 

M.0. Technical and Logistics Support 17,500 .125 6.431 30,056 
Base Salary:. $70,000 (composite salary of D.Chal and R.Fries)
 

3 PM InYearl
 
1 PM InYears Iiand III
 

2. PAYROLL ADDED COSTS 101.007 101 106,449 306,835 

Local Stf 9425 99.04 103,993 297,360 
Fringe Benefits 0 55.0% of salaries 9425 99.041 103*93 

ACDI H.Q. Staff 
Holiday, Leave. Benefit 38.18% of H.Q. support 6,682 2.339 2.455 11,475 

45285 37,270 .084 121,6393 TRAVEL AND PER DIEM 

A. TRAVEL 12,875 12,200 12. 37,35 
5% Increase per year 

Ihtemtional Trawvl 1.000 1,000 1 3.000 
Amnsl planning and cowdbution tri 
to ACOI HO 1,000 pr trip 

in-ontryair travl@ 600 permore 6.000 6.300 6615 16,915 

5,000 4,200 4,410 13,610ACDI supervisory tam-TI WLkn, 
ton Washington, D.C., v
 

5 adult RT Iny Ie 1,000 pertri
 
4 adult round,4.)g in years II, III
 

(Combined with other travel as possble) 

Miscelaneous travel costs @ 175 pertrlp 875 700 735 2 10 
per taveler per international trp 

32,410 25,070 268.324 63A1040. PER DIEM 

COP annual planning tri 1750 675 919 



to ACDI HO
 
Year 1: 14 days
 
Years II& III: 7 days
 

Travel to Lima 

4 day tanoth
 

Regional trawl 
500 days per Year (meals) 20 per day 
100 days per Year 5 per day 

ACDI Supervisoey travel
 
Yearl : 90 days 

Years NP 111: 30 days 


4. CONSULTANTS 

Consulting bes 
5 weeks average assignment length, 
6 days perweek@ 300 per day, 

5 assignments year I 

3 assignments year IIand III 

D O1.2A6 
2.79% of consulting ees 

MedexO 17 per month per consultant 

Consultant travel 1.000 per asslgnment 

5% Increase per year
 

Per diem for In-country work, 

35 days/signmi 124 per day
 

Miscelneous - Communications, taxis, physicals, vlass, report 
preparaion. copies, etc. 300 per consulting assignment 

5. 

Iroject Vehicles - 1 4-WD Wagons@ 18,000 each 
2Pickuptbucks@0 14.ONoetch 

Shipping of vehicles @ 2,50 each 

Computer Equipment
 

7 Personal Computers@ 3,000 

Equipment - Math co-procesor. 

Surge Protector, Software, etc. printer
 

Fax. Copler and office fumrure 

2 Phone Ones 1,50 


6. OTHER OIRECT COSTS 

Commnicaton between field and Washington 

Telephone, telex, fax, courier, post, etc.
 

$800 per month 5% increase per yer
 

6,0 

13, 

11,160 

74,66 

45.000 

102 

6,000 

21.700 

100 

89,o 

16,000 
28,000
7,50 

21,000 
3,00 

9,00 
1,50 

16,000 

7200 

6,300 6,616 

14.175 14,884 

3.720 3,906 

42.559 

4 49,327 1706163 

26 29,6 103,118 

791 631 2.677 

71 75 248 

3,150 306 11,458 

13.671 14 49,726 

945 3,437 

300 300 89.800 

0 0 16.000 
0 0 Aoo 
0 0 

0 0 2 .000 
300 300 100 

0 0 9, 
0 0 1 

16.800 1760 50. 

7.560 7,936 22.690 



Oce Rent- 400 per month 

General miscelneous costs: copies, supplies 
temporary services, taxis, books, journals, etc. 
and Legal Advisor 

7. TOTAL ACDI DIRECT COSTS 

8. INDRECT COST @ 3.% 

9. TOTAL ACDI BUDGET 

10.SUBGRANTS - TECHNOSERVE 

11.TOTAL ESTiMATED BUDGET 

4,8Q, 

4,000 

514,649 

166,435 

703,284 

610,611 

1,313,095 

6.040 5.292 15.132 

4200 4,410 12,610 

388 " 310 1,312.087 

142.346 149, 1 46,224 

531,276 557,751 17.2.310 

538,762 55,700 1,7 073 

1,070.08 1.123.451 3,507,3 
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TECHNOSERVE, INC. PROJECT BUDGET 
Peru: Ohmos - Moule - Jequtmpequ Valleys Enterprin Developmat Project 
All amount in SUS - S%Annual Inflation Factor 

Year Year Yea 
One Two Thre TOTAL 

01. SALARIES A BENEFITS 
PROFESSIONALS 

PROJECTDIRECTOR 0 25% TIME 
PROJECTMANAGER @ 100% TIME 
AGRONOMISTS- 1 
AGRO-PROC.SSINOSPECIALIST - OUT 
AGRICULTURAL ECONOMIST 
ACCOUNTANT 
BUSINESS PROMOTR/SOCIOLOGIST 

ADMINISTRrTIVE SUPPORT 
OFICE MANAGER @ 30% TIME DEVOTED 
BOOKEEPE @0%T1ME DEVOTED - OUT 
SECRETARY @30% IMEDEVOTED 
MESSENGR @0 %TiME DEVOTED - OUT 

9,600 
33,600 
20,400 

0 
20,400 
1,600 
1!.600 

5.400 
0 

1,800 
0 

10,080 
35.260 
21,420 

0 
21,420 
16,380 
16,380 

5,670 
0 

1,890 
0 

10,584 
37,04 
22,491 

0 
22,491 
17,199 
17,199 

5394 
0 

1,965 
0 

30A4 
15,924 
64,11 

0 
64,311 
49,179 
49j79 

17,024 
0 

S,675 
0 

TOTALSALARE& S122,400 S128,20 $134,946 S385l, 

FIMNGE BENEFITS: INCLUDE AGUINALDOTHIFI, 
FENSION,SOCSEC., HEALTH INS.,1TC. 

TOTAL 01 COSTS 

85,680 

$208,080 

89,964 

$218,484 

94,462 

$229,408 

270,106 

$655.972 

02. OFFICE EXPENSES 
SUPPLIES AND OTHER SERVICES-M250 MONTH 
MAILTELEPHONE.COURIE AX- $250 MONTH 

TOThL 01 COSTS 

3,000 
3,000 

S6,000 

3,150 
3,150 

$6,300 

3,308 
3,30S 

S6,615 

9,458 
9,458 

$18,91 

(3. INTERNATIONAL TRAVEL 
I ANNUAL TRIP FOR 2 STAFF: PERU TO NORWALK 
PER DIEM- 3100 PER DAY FOR 5DAYS FOR 2STAFF 
I ANNUAL TRIP FOR 2,LA REGIONAL MTO. 
PERDIEM: S100 PER DAY FOR SDAYS FOR 2STAFF 

TOTAL 03 COSTS 

14600 
1,000 

800 
1,000 

$4,400 

1,680 
1,050 

840 
1,050 

$,620 

L764 
1,103 

882 
1,103 
,851 

5,044 
3,153 
2,2 
3,153 

513,871 

04. LOCAL TRAVEL 
65 TRIPS YR1 &70 TRIPS INYRS 2&3 @S110 
LODGINO S35 x750 DAYS YRI, 800 YLS 2 A3 
PER DIMM: S201 1000 DAYS YRI, 1200 YRS 2&3 

TOTAL 04COSTS 

7,150 
26,250 
20,000 

$53,400 

8085 
27,930 
24.000 

560.015 

8,489 
29,327 
25,200 
63,016 

23,724 
83,507 
69,200 

$1760431 
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05. EQUIPMENT 
2FOUR WHEEL DRIVE VEHICLES 36,000 0 0 36,000 
2COMPUTER WORKSTATIONS 1,000 0 0 11.000 
OFFICEFURNMrURE 2,50 0 0 2.500 

TOTAL OS COSTS $49,500 so 10 549,500 

06.OUT3IDE SERVICES 
SHORTTERM CONSULTANTS $3000/MO,6 MOYR. 
SHORT TERM CONSULTANTS I 1000/MO., 4MOJY 

TOIAL 06 COSTS 

18,000 
4,000 

$22,000 

18,900 
4,200 

23,100 

19,845 
4,410 

$24,255 

56,745
12,610 

569.55 

07. VEHICLE OPERATIONS 
$10 DAY @28 DAYS A YEAR FOR 2VElICLES-,760 
VEHICLE REPAIRS: (15% OF OPERATONS) 

TOTAL 07 COSTS 
864 

$6,624 

6,048 
907 

56,SS 

6,350 
953 

S7,303 

16,158 
2,724 

S20,62 

06. OIHER COSS 
OTER MISCELIANOUS COSTS 1,4SO 1,523 1,599 4,571 

TOTAL 08 COSTS $1,4S0 1,521 31,599 S4571 

lTTALFIELD PROGRAM COST 1351,44 $320,W97 $.37,047 $1,009,497 

LA. DIVISION OVERHEAD 
o A A OVERHEAD 

$47,095 
388,876 

43,014 
$81,174 

$45,164 
S85,233 

$135,273 
$255,U34 

TOTAL COST $487,425 344S,165 $467,444 $1,400,034 

02 
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1. For activities to be carried out directly by ACDI: 

Item Year I Year 11 Year III Total Counterpart Grand 
Grant Total 

1. salaries 168,167 170,450 118,335 456,952 72,888 529,840 

2. Payroll added costs 90,529 92,717 64,003 247,249 38,028 285,277 

3. Travel & per dim 41,600 33,699 30,207 105,506 5,127 110,633 

4. Oo-sultants 45,408 28,600 30,030 104,038 11,689 115,727 

S. CamoditLes 66,500 300 0 66,800 14,300 81,100 

6. Other direct costs 14,080 1k 784 15,481 44,345 12,000 56,345 

7. Total ACDI direct costs 426t284 340,550 258,056 1,024,890 154,032 1,178,922 

S. Indirect cost: 36.6% 156,020 124,641 94,449 375,110 56,376 431,486 

9. Total ACDI budget 582,304 465,191 352,505 1,400,000 210,407 1,610,408 

10.Subgrant TechnoSere 487,425 445,185 467,390 1,400,000 202,611 1,602,611 

Total 1,069,729 910,376 819,695 2,800,000 413,'18 3,213,019 
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For Activities Through the TechnoServe Subgrant:
2. 


Year III Total Counterpart Grand
 
Ttem Year I Year II 


Grant 
 Total
 

94,300 750,272
208,080 218,484 229,408 655,972

1. 	Salaries+benefitS 


6,300 6,615 18,915 
 0 18,915

6,000
2. 	Office expense@ 


4,400 4,620 4,851 13,871 0 13,871
 
3. 	International travel 


176,431 51,800 228,231

4. Local travel 53,400 60,015 63,016 


49,500

5. Zcuip t 49,500 0 0 49,500 0 


69,355 0 69,355
 
6. Outside services 22,000 23,100 24,255 


7,303 20,882 0 20,882
60624 6,955 


4,533 0 4,533
 
7. Vehicle operation 


1,450 1,523 1,560
S. 	Other costs 


cost 351,454 320,997 337,008 1,009,459 146,100 1,155,559

9. Total field prorm 


1O.Latin americg Division
 
45,159 135,268 19,577 154,845
47,095 43,014
Overhead 


11.General and Administra
81,174 85,223 255,273 36,934 292,207
88,876 


445,185 467,390 1,400,000 202,611 1,602,611
 
tive verhead 


487,425
Total 
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INITIAL ENVIRONMENTAL EXAMINATION 
USAID/PERU 

PROJECT LOCATION: 

PROJECT TITLE: 


PROJECT NUMBER: 

PACD: 

LOP FUNDING INCREASE: 


FUNDING SOURCE: 

IMPLEMENTING AGENCIES: 


IEE PREPARED BY: 


RECOMMENDED
 
THRESHOLD DECISION: 


Peru
 
Export, Trade and Development (ETD)
 
Amendment No. 2
 
527-0349
 
March 31, 1998
 
$8 million (added to authorized $19.5
 
million)
 
USAID/PERU (ESF, DA, PL 480 LC)
 
ADEX, ACDI/TechnoServe, and a local
 
NGO/Foundation to be selected
 
Carlos Ayala, Mission Environmental
 
Officer
 

Negative determination is recommended
 
because it is anticipated that the
 
Project activities will not have a major
 
effect on the environment. No pesticide
 
or other input or activities which are
 
detrimental to the environment will be
 
funded, with foreign exchange or local
 
currency, without prior preparation of
 
an Environmental Assessment and
 
consulting with the Environmental
 
officer of Mission, Regional office, and
 
LAC Bureau.
 

Cateqorical Exclusion is recommended for
 
training, institutional building,
 
technical studies, and technical
 
assistance components, and other classes
 
of actions described in Section 216.2,
 
paragraphs c(2)(i) and c(2)(iii)
 
"Categorical Exclusions" of 22 CFR
 
Environmental Procedures Part 216.
 

Carls Ayao 
A/Director
Environmental officer 


Dateate
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Classes of actions described in Section 216.2, paragraphs c(2)(i)
 
and c(2)(iii) "Categorical Exclusions" of 22 CFR Environmental
 
Procedures Part 216:
 

"Section 216.2 c(2) (i)
 
Education, technical assistance, or training programs except to
 

the extent such programs include activities directly affecting
 
the environment (such as construction of facilities, etc.);"
 

"Section 216.2 c(2) (iii)
 
Analyses, studies, academic or research workshops and meetings."
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Environmental Review and Recommendation
 

REVIEW
 

Planned New Project Activities
 
The Project Amen6ment adds an Agricultural Productivity
 

Improvement Component (APIC) to the ETD Project to improve the
 

productivity and competitiveness of farmers engaged in the
 

production of exportable agricultural products. The APIC
 

includes three activities:
 

(1) Production Technologies (private sector support through seed
 

certification, and technology transfer);
 

(2) Prodtiction of Business Development Financing (establish a
 

fi-nancial insLitution and export-oriented enterprises through 
NGfs; al:&b]isii a linies--oE-credit ultloiianism using GOP local 

currency generated from PL 480 Progra ; 

(3) Human Resources Development (support university agronomy
 

professors to do research related to exportable agricultural
 

products and complete their specialized studies in Peru, in
 

addition to training for farmers and persons engaged in agro

processing and agri-business activities).
 

It is expected that any activity of the APIC which involves
 

integrated pest management or the purchase of agricultural
 

chemicals will not involve the use of chemical pesticides or
 

other input which may have a negative environmental impact. An
 

Environmental Assessment (EA) will be necessary to justify their
 

feasibility in consultation with and approval of the MEO, REA and
 

LAC/DR/E Officer.
 

Prior Project Environmental Reviews and Planned Actions
 

Before this Project Amendment, an Initial Environmental
 
1990), and the Bureau's
Examination was prepared (',arch 15, 


199Q) indicated a
Environmental Threshold Decision (April 19, 


Positive Determination. An Environmental Assessment was carried
 

(October 1990) with the following findings:
out 


(1) Agricultural export enterprises receiving technical
 

assistance under the Project will use some pesticides in the
 

production process to increase their yields.
 

(2) Laboratories in Peru are not adequately equipped for
 

pesticide residue analysis needed to comply with U.S. tolerances
 

on the crops intended for exports. Furthermore, laboratory
 

personnel are not sufficiently trained or experienced in
 

pesticide residue analysis.
 

3
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EA Addendum on non-pesticide potential
Additionally, an 

environmental adverse impacts (December 1990, reviewed January
 

1991) identified the following two different environmental
 
problem sets:
 

(1) Existing environmental conditions in areas that could make
 

Project assisted investments less productive (progressive soil
 

salinization, uncontrolled growth of marginal urban areas,
 

deforestation, irrigation water with soluble salts and inorganic
 

residues, deficient air quality, sand or dune movement, water
 

soil erosion and flood caused by climatic phenomena)
 

(2) Potential environmental problems derived from intensive,
 

technified agricultural production systems (soil fertility
 

deterioration associated with monoculture, intensive use of
 

inorganic fertilizers, intensive soil cultivation, intensive use
 

of water).
 

The recommended mitigative actions and measures to reduce
 

environmental threats of pesticide use and to advance the use of
 

non-chemical alternatives included:
 

(1) Use of pesticides registered in Peru and falling under the
 

U.S. EPA's "general use" category.
 

(2) Provision of training to farmers on the correct use of
 

pesticides and non-chemical alternatives as part of an integrated
 

pest management system.
 

(3) Improvement of equipment and technical expertise of chemical
 

laboratories performing pesticide residue analysis in Peru.
 

(4) Recommendation that lending institutions do not approve loans
 

from the credit line for the purchase of pesticides not approved
 

by the U.S. EPA.
 

(5) Purchase and maintenance of protecting devices and clothing
 

for all pesticide'use on Project-related crops.
 

(6) Development of a crop rotation program with selected plant
 

species.
 

(7) Use of organic fertilizers.
 

(8) Analysis of soil and water quality before the crop is
 

established in areas where soil salinization is a common
 

occurrence.
 

4
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Taking into account the preceding mitigative recommendations, the
 

following actions were planned to be taken during Project
 
implementation:
 

(1) Technical assistance provided to specific firm(s) in export
 
crop production would also include information and
 
recommendations on minimizing pesticide use, carrying out
 
soil/water analyses prior to crop production, developing crop
 

rotation programs, and on utilization of approved EPA registered
 
products and monitoring use.
 

(2) Additional training would also be provided to upgrade the
 
technical expertise of chemical laboratories in Peru.
 

(3) Specific workshops would be financed to provide general
 
information on pesticide information, utilization, and residue
 
(quality control) analyses.
 

(4) Agreements for local currency credit funds would indicate
 
that these would not be used to purchase pesticides, that residue
 
analyses must be performed for exported agricultural products,
 
and that protective equipment was elegible for financing.
 

(5) A full-time Environmental Specialist or a variety of short
term TA and specialized courses and training would be funded
 
under the Project.
 

RECOMMENDATION FOR THIS AMENDMENT
 
Based on the preceding review, it is recommended that a follow-up
 
analysis of the above planned actions be performed within six
 
months of the signing of the Amendment in order to determine the
 
compliance with and effectiveness of the recommended
 
environmental mitigative actions.
 

Clearance:
HWing, ORD_ 

JBoyer,A/J5 

c:'cayahAcId2kce 
m: dnrcud%:cylab1td2.Jc 

5 

http:dnrcud%:cylab1td2.Jc


US.A r Fo 
'JNTrOAflONAL 

DLAC-IEE-93-47
 

Project Location 


ProJect Title 


Project Number 


Fundine: 


Life of Project 


IEE Prenared by 


NVMRONM4NThL THRESHOLD DECISION
 

: Peru 

: Export, Trade and Development 
Amendment No. 2 

: 527-0349 

$ 27.5 millions ($ 8.0 millions 
this amendment) 

: 5 years 

Carlos Ayala, USAID/Peru 
Mission Environmental Officer 

Recommended Threshold Decision: Categorical Exclusion/
 
Negative Determination 

Bureau Threshold Decision : Concur with Mission Recommendations 

Comments Categorical Exclusion is issued, as 
stated in attached IEE, for 
training, institution building, 
technical studies, and technical 
assistance components as described 
in 22 CFR 216.2 (c) (2) (i) and 
(iii). 

Conditional Negative Determination 
is issued for other project 
components, as these are not 
expected to have a significant 
negative effect on the environment. 
This Negative Determination is 
contingent to the incorporation 
into the Project Agreement 
Conditions Precedent stipulating 
that project funds will not be used 
to: (a) support timber .extraction 
or significant deforestation, 
including the proci :ement or use 
equipment 'that could be used in 

of 

deforestation activities; (b) 



Procurement or use of pesticides;(c)that this project shall have no
negative effect on endangered
species or critical habitats; and 
(d) that the follow-up analyses to 
the 1990 EA be conducted as 
recommended by the 1EE. 

LAC/DR/E strongly agrees with 
Mission on the advisability of
conducting a follow-up analysis onthe effectiveness of mitigation 
measures implemented as the result
of the 1990 "Environmental 
Assessment and Analysis of 
Pesticide Use in the Investment and 
Export Promotion Project (5270349)". LAC/DR/E also strongly
endorses the Mission recommendation 
for conducting this Environmental 
Review within six months of signing
the Amendment, and congratulates
Mission for its proactive actions 
to ensure full compliance with 
environmental monitoring provisions 
as reired h22 CFR 216. 

ti g Chief Environmental Officer 
ureaug for Latin America 
and the Caribbean 

Copy to Donald Boyd A/Director 
USAID/Peru 

Copy to Carlos Ayala, 
USAID/Peru 

KEO 

Copy to Howard Clark, REA 
USAID/Ecuador 

Copy to : Lohn Schneider, LAC/SAKM 
Copy to : IEE File 


