4, Trends of International Assistance for Peru

4.1 Assistance for Peru by international financial institutions
4.1.1 Assistance for returning to the international financial comm_unity

As the Garcia Administration’ (}uly 1985 to July 1990) decided lo limit cﬂemal debt
payments to within 10% ofcxporls unpaid debts accumulated.  In 1986, the IMF classificd
Pere as being dlsquahf'cd for financing The World Bank and the IDB suspcndcd new
financing in 1987 and 1988, respectively. The most nnporl'm: challenge of the Fujimori
Administration, which published its adjusimun pfan called "l‘tljl Shock," was 10 lower the
monthly inflation rate of 400%.  1lugh ﬁmdmg\\as iceded to correct the fiscal lmb'ilancc the
largest cause of inflation, to sustain cconomic growth, and to aclivate lhc pnvalc sector.
Domestically raised funds were, however, insufficient, and riew C\umal funds had to be
introduced.  In the third quarter of 1989, when the Garcia Administration was failing, debt
repayment to the IMF was partially resumed, and the Fujimori Administration resumed dcbl
repayment to the World Bank and the IDB in October and November 1990, The arrcars of
debis to international financial institutions, however, had expanded to 2.1 billion doltars, to the
extent that a drastic measure was required.

‘The firsl Assistance Group?' was organized, to cover the deficits in the balance of
payments for 1991 and 1992 (1.3 billion dollars), with the initiative of Japan and the United
States (406 million doltars from the U.S. and 400 million dollars from Japan, etc., totaling
about 1.1 billion dollars).  In response to this, the IMF and the Peruvian Government reached
agreement on the Rights Accumutation Program?® | which was to last for 15 months. Based
on this agreement, the arrears of debts to the DB were dissolved in Scplcmbcr 1991, through
a bridge toan from the Latin American Reserve Fund. The World Bank gave preliminary
approval 1o three loans for assisting the balance of paymenis®, and resumed financing
simultancously with the completion of the nghls Accumulation Progam hcmeen the IMF
and the Government of Peru.

The second Assistance Group was organized in March 1993, (o cover ‘dcl’:cits (about 410
million dollars) in the 1993 balance of payments (105 million dollars from the U.S.and 100
million from Japan, donated from cxisting commitsents). The arrears of debts to the IMF
and the World Bank were dissolved through bridge loans from the U.S. Depaﬂmenl of the
Treasury and the Export-Import Bank of Japan The IMF immediately made the fi rst
tranche of the Extended Fund Facility (EFF) for three ye ars, and the World Bank executed its
planned the Balance of Pa) ments Support Loans,

The payment of bilateral official debts was rescheduled in Septembn.r 1991 when
agrecment was reached on the Rights Accumulation Program,  Then, in response to the
agreeiment on EFF with the IMF, respective second and third agreements were made on
rescheduling. '

Following normalization of the debts to international financial institutions and bilateral
debts, final agreement was reached in March 1997 between the foreign privalc banks

]ln first Assidtance Group, organized in March %M. comprised Belzium, Canada, FIaPCc Germany, lla[\ Japan, Spain, !hc United
States, Suweden. Switserfand, and the Netherlands.
i5
Ths [MF monifors the rond of econontic seforms ¢veny guarter, and accumulates nghls 1o spocial drawing (623.7 misllion SDR)
cquiratont 10 the sum of dobis in arrcars 1o the IMF, according 15 ceform resulbts,
26 . . ] ' , .
Trade reform lending, Ninancral seclor adjustiment lending, and strectusal adjustnient kending.
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concerned and the Peruvian Government on the Brady Proposal, with assistance of the IMF,
the World Bank, the Export-lmport Bank of Japan, ¢te.  This marked Peru's retum to the
internationat financial community.

4.1.2 Assistance for Peru by internationad financial institutions

- Table 4-1 shows the sums provided for Perv by interpational financial institutions.

Since 1993, net receipts from the World Bank and the Inter-American Development Bank have
been increasing.

Table 4-1  Net Disbursements of ODA by Multilateral Agencies to Peru
(Unit: US Million S)

{587 1588 1989 1m0 1999 1992 W93 1991 109F 0 1996

Commission of the Furopoan

< . N N
Communitics {CEC) 123 1l 9.7 19.7 334 3738 39 107 617 303
International Bank of Reconstruction ) . a3 r o

and Des clopment (IBRD) 319 20 93.0 239 ki 2.7 lied 293
:,"g,g';‘mm" Devetopment Bank 9.0 379 23 32 557 238 1366 2076 2021 970
International Finance Corporation 16 3y 21 ) 0o 18 216 178 3120 124
{IFC)

United Nations Developmont .

Programme (UNDP) 61 64 30 37 36 92 21 M4 er3 807
Totél Mulotateral 1659 72.1 433 7 273 M4 6800 d313 0 359 2509

Source; OECD/DAC (1987, 1990, 1995)
4.1.3 World Bank

Amid the international linancial community’s reaction against the Garcia Administration's
policy of limiting dcbt repay ments to less than 10% of exports, the World Bank, (oo, stopped
assistance for Peru in 1987, With the beginning of debt repayment to the World Bank and

the IDB at new maturity in 1990 by the FFujimort Admunistration, the World Bank, together
~with the IMF, resumed dialogs with the Peravian Government.  Although President
Fujimori's emergency measures in April 1992 brought the suspension of new assistance, the
relationship between the World Bank and the Peruvian Government was improved again, as he
showed his intention to coniduct a Democratic Constiluent Congress_election.  Since then, the
World Bank has been providing posilive assistance for Peru.

The World Bank defined the period until the dissolution of arccars of debts as a
. "performance period,” during which it prepared a structural adjustment loan (SAL) of 300
million doliﬁ_rs,‘;md sector adjustment lending {SECAL), comprising a trade sector loan of 300
million doltars and a financial sector loan of 400 million dollars, and preliminary approval was
given. *The performance period ended in February 1992, as with the IMF, and the lending
was execuled.

 The World Bank currently gives priority to infrastructure-building, social development,
administrative system building, and continued macrocconomic stability.  Table 4-2 is a
summary of its strategy on assistance for Peru.
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4.1.4 Inter-American Development Bank (1DB)

After Peru's isolation from the intcrnational ﬁnancmi oommumly the 1DB restored
normal relations with Peru carlier than the World Bank, reswming assistance in 1991 After
the suspension of assistance due to Peru's emergency Measures in Apnl 1992, il approved
new lending in September.

The HDB gave top priority to the realization of social equily, in its Icndmg plan 1994-
1997, decided at the time of the eighth capxtal increase in“April 1994, 1t mentioned, as
priorily arcas, poverty alleviation, the pursuil ol social equity, the modcrmmnon of economic
systems, the promotion of regional cconomic intcgration, proicclion of the natural
environment, proper management of natural resources, modernization of the state, the
cstablishment of a sound civil saciely through education, activation of the private scctor, and
continued efforts for social and cconomic development.  Hs assistance for Pcru was also in
linc with these polictes. :

The CG Mecting in November 1995 expressly stated its intention {o focus on mmmo
agriculture, and fisheries; infrastructure, encrgy, transportation, the environment, public hicalth,
education, urban development, and structural adjustment.  The IDB has been extending
assistance in structural adjustment, including modemization of the state, strengthened
measures for trade liberatization, financial scctor reforms, and tax system reforms, as well as

assistance for FONCODLES aimed at poverty alleviation and assistance in basic sanitation.

Table 4-2  World Bank Group’s Country Assistance Strategy for Peru

fnfeastrusture
Development

Prioiitics:  Improve performance of infrastrocture services, particularly urban, intercity, and sural
transpod, water supply, sewerage, and whan services.

Lending: » Fleetdcity Privatization Adjustment Loan (FY95)

» Lima Water Rehabilitation and Management Project
(FY95)

» [riigation Subsector Project (FY93) :

+ Rural Roads Rehabilitation and Maintenance Project
(FY90)

* Municipal Finance and \hmgement Pro;ecl {FY96)

» I and-Water Management Projeet (FY97)

Economic and Sector Work:

* Water Resource Management
(FY93) _

+ Provision and Regulation of
Ushan Transport (FY97)

Building

Social Sector  |Prionties: Promote human resousce development and encourage targeted measures that reach
Development POOrEr Lroups. R
Lending: » Prinary Fducation Project (FY95) Economic and Sector Work:
» Primary Health (FY97) « Poverty and Income
Distribution{ F Y 96)
Piioritics: Iinprove effectiveness of public agencies and redefine lhu role and striciure 0[' both
local and central govermnment institutions.
{Institution Lending: « Lima Water Rehabilitation and \Ianagumnl

Project{FY93)
+ Irrigation Subsector Pm_;u,t(P\ 95)
» Municipal Finance and Management PmJecl(F Y96)
« Primary Fducation Preject{FY95)
« Primary Health{FY97)
+» Mining Enirenment Project(FY97)

Economic and Sector Work:

+ Assessing Local Government
Investment Capacity (FY95)

¢ Public Scctor Refonn (FY96)
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Prionilies: Sustain fiscal and monctary policics and continvation of key refonns

Macroeconomic [ ending: Electricity Privatization Adjustiment Loan(FY95) Economic and Scetor Work:
Sustainability + Fconomic Policy Notes
‘ (annually)

+» Country [conomic
Momorandum: the Reform
Expeniencet(FY9?)

Source: World Bank (1994b) Table-3

4.2 Assistance for Peru by major industrialized countries
Table 4-3 shows the change in Peru's nect reccipts from bilateral ODA of major
industrialized countrics.

Table 4-3 Net Disbursements of ODA by Bilateral Agencies to Peru
(Unit: US Million $)

1987 1988 1989  199¢ 1991 1992 1993 19894 1935 1996

Total net disbursements

ODA by bilateral 2612 2441 2634 3439 o001 3778 5133 2938 3190 2777

United States 630 610 360 790 820 320 1000 850 810 510
Canada 154 225 224 232 103 308 196 137 168 187
France 39 38 471 65 T 7.8 243 125 226 116
Germany 714 487 553 604 550 409 1427 517 456 422
ltaly 192 358 779 806 187 350 340 217 83 72
Netherland 315 225 235 300 MO 387 276 258 290 315
Japan 376 284 279 398 3529 1548 1306 $46 661 564
stfgﬁ?;é?:egtflar’”' (14.4) (11.6) (106) (116) (588) (410} (254) (I187) (20.7) (203)

Source: OECD/DAC(1987/1990,1995)

4.2.1 United States

The United States Agency for international Development (USAID) has formulated its
strategy on assistance for Pery, in line with U.S. diplomatic policy. It comprises four
strategic objectives and one special objective.  The strategic objectives mclude 1) citizens'
more comprehensive participation in democratic development, 2) increased income for the
poor, 3) improved health for high-risk people (including family planning), and 4) improved
nanagement of the environment in target regions. The special objective is a reduction in
illegal narcotic trading in target regions.  Each objective has its medium-term  goals,

~implementation conditions, approaches, and indicators for cvaluating altainments, These
objectives and indicators are connccted with the DAC strategics and the Peruvian
Government's policics. These connections arc shown in Table 4-4.
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14,.2,2 Canada

Canada is an important donor for Peru, lending 13.7 million dollars in 1994 and 16.8
million dollars in 1995”7 . The Canada-Peru Fund (Fondo Peru-Canada)®® is cspecially
important in Canada’s assistance for Peru. The Fund, established in April 1988 by the
Governments of Peru and Canada, is controlled, in Peru, by the Sccretariat ol International
Technical Cooperation {Sccretaria Ljecutiva de Cooperacion Teenica International:  SECTI)
of the Ministry of the Presidency, and in Canada by the Canadian International Development
Agency (CIDA).  its main objective is sustainable independence of poor smahlholder farmers
and the sell-cmployed. It provides loans for small and micro businesses, and offers
vocational iraining in extremely poor regions. It also oxtends assistance in the
decentralization of state Tunctions and environmental conscrvation.

From 1989 to the end of 1995, 187 projects were implemented under the Fund, and the
sum provided totaled 35 miltion dollars.  In 1995, a commitment of 8.9 mullion U.S. doilars,
in total, was made for 29 projects in poor regions, including the coca culiivating arcas.  These
projects are estimated to benefit 17,500 houscholds.

2? OLECUDAC {1995)

5
For the Canada-Poru Furd, refer to e Canada-Poru Fard (1993), ¢l
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4.3 Japan's assistance for Peru

Japan hdS bcc.n msrstmg Peru positively, together with the international cémmunity
including the Umled Stales, through the first and the sccond Donor Groups since the
inauguration of the Fujimori Administration. : : -

On April S, 1992, President Fyjimori took :.mcrgcncy measurcs mcludmg dIS‘;OlutIOl‘l of
the congress and suspension of the functi ios of the courts, with a view to promolmo nallonal
reconstruction niore decisively. The international community, cnucnzmg these measures,
wanted Peru to return to democracy as carly as possible.  While a number of donors,
including the United States, suspended assistance, Japan, emphasizing the necessity of Peru's
carly democratization lhrout,h messages of the Prime Minister and the Minister of Foreign
Aflairs, extended assistance for elections, by providing computer ¢quipment (580,000 dolhr_s)
for the election for the democratic constituent congyess: {also intended . for the national
assembly), accepling training participants, and dispatching an OAS Election Supervisory
Team, comprising three clection observers (with a contribution of 1 million dollas as expenses
for dispatching the Team). Japan made a positive contribution to democratization by
dispatching observers to the plebiscite in October 1993 and the presidential elcctlon in April
1995.

Peru is one of the largest recipients of Japan's ODA in Latin America. I received about
221.4 bitlion yen, in total, up 1o 1994,  This sum was the second largest in Latin America
Japan's ODA accounted for 59% of assistance for Peru in ]991 and 41% in 1992, making
Japan the top donor.

4.3.1 The first Fujimori Administration - before the Huaral case

In 1990, when the Fujimori Administration was inaugurated in July, Japan provided
eencral grant aid in two projects:  aid for increased food production, and grant aid for disaster
relicf for damage by drought., In addition to these, Japan extended ‘non-project grant
assistance to suppaort economic reconstruction under an extreme imbalance of mlcrmtlonal
payments and financial pressure.  Technical cooperation also became active.

In July 1991, threc Japancse experts in the chctable Production Tedmology Ccnter :
were intentionally killed by terrorists (ihe Huaral case).  This foreed the return to Japan of
the other experts, as well as JOCV members.  Technical coopérat ion decreased after that, as a
result.  Halting of sending not only cxperts but also study teams made il 1mposeible to
conduact development studics for Pern, and greatly aftected project fommt_ton. Regarding
grant aid, projects for provision of cquipment increased, and it became difficult to extend Joan
aid, excepl strectural adjustment lending in cooperation with infernational organizations.

4.3.2 The first Fujimori Administration - after the Huaral c_asc

As Japan could not dispatch personnel, il qcccpled an mcrcaaed number of lrammg
participants from Peru, which, together with mcruas;d LGOpCI‘&liOll by the pfO\’lSlOl] ol'
equipment, made Japan the top donor. : .

In technical cooperation, more than SO0 trammg parlmpanls were acccplcd in thrw years,
from 1992. As for project-type technical cooperailon four projects were continued.
Third-country training was also continued in the existing center, with the coopcranon of Peru,
which accepted trainces from its Latin American nughbors
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- Grant aid projects were implemented for road rehabilitation, water supply for regions
inhabited by low-income people, and the second regional small-scale hydroctectric power
gencralio'n rehabilitation.  The scale of grant aid excecded that in the past.

n "grant assistance for grassroots projects,” started in 1989, only one to three projects
iverc 1mplemcmcd annually untit 1991, Fiscal 1992 had five projects, 1993 four, and 1994
cight pmjecls AIIhOugh the assisiance was focused mainly on health and sanitation,
education, and lrammg, it was also used to protect cultural propertics and the natural
environmerit by local g_ovcmmcnts as well as for computer equipment, to count votes, for
fairer and more efficicnt clections.

-~ In loan aid, Japan provided a financial sector loan through co-financing with the IDB.
Then in 1993, rescheduling was carried out, based on agrecement with the Paris Cilub. iIn
March 1994, Japan decided to provide a "welfare service strengthening loan” of a ncarly
project type, through co-financing with the IDB.  In fiscal 1994, however, only rescheduling
was carricd ouf, as it took time to coordinate procedurcs for the projects' implementation,

Box 3 DPeru Vegetable Production Technology Center Project

Japan started technical cooperation in the development of appropriate vegetable growing
technology and its dissemination among producers in 1986, in response to the Peruvian
Government's request for cooperation from Japan for changing the Huaralarea in the suburbsof
Lima into a fresh-vegetable producing and supplying arca for the increasing population of Lima.
In §98%, the Peru chclabie Production Technology Center was established with grant aid, and it
began working as a center equipped with testing and training capacities. By 1991, it conducted
breed improvement testing, traning in cultivation technology, and training for agricultural
extension advisers, with dlspa!ched e\perls and through the acceptance of training participants
and the provision of equapmem It produced results steadily. In July 1951, the Center was
attacked by Sendero LLuminoso, and three lapancse experts were slain.  Japan had the Japancse
experts and JOCV members, not only of the Center but also in all other areas of Pery, Ieave the
country, for their own safety in view of terrorism. Then, Japan's coopcration for Peru was
limited to that not requiring the dispatch of personnel.  Subsequeatly the Center was managed
and operated by Peruvian personnel.

Several years have passed since the dispatch of personnel was suspended.  The Center is
managed and operated normally.  This is a product of the Peruvian Government's positive
support from the boginning, including the securing of operating expenses, appropriate
technology transfer by personnel who had received training in Japan, and Japanese experts’
advice and guidance that were observed cven afier their return to Japan.  Uhe project is agood
example of self-help efforts of Peruvian personnel. The fruit of the project was well
maintained and developed.

4.3.3 The Second Fujimori Administration

In 1995, when the Second Fujimori Administeation was inaugurated, Yapan resumed
providing thiee project- I}pe ven loans. At the time of Prime Minister Hashimoto's visit to
~ Peru in September 1996, he announced that Japan made Peru an annual-based loan recipient.
Large projects made the yen loans in fiscal 1996 totat 62.1 billion yen, about double the sum in
the preceding year.

‘Grant assistance for grassroots projects was extended in 16 projects in fiscal 1995,
doubling those in the preceding year.  Fiscal 1996 had 15 projects under this type of
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assistance.  They included the provision of medical cqmpmem and toilet maicrlals in urban
quarters inhabited by the poor, the construction of facilitics for the socntly vulnerable,
support for rural women, and aftorestation.  Assistance was also extended to promote the
growing of narcotic substitution crops, accordmgto the framework of the Japan-U.S. Common
Agenda. Co ‘ :
Regarding technical COOpCIﬂliOll Prime Minister [labhll'ﬂOlO zumounccd Japans pohcy of
expanding the dispatch of cconomic cooperation peysonnet in Scph.mber 1996, when he
visited Peru, where public peace and order were being restored steadily. But a- hostage
incident occurred in the Official Rcs:dcncc of the Ambassador to Peri on December 17 of that
year.  With conclusion of the incident on Aprit 22, 1997, the Japanese Governmient sent a
security study team in July of the same year, and in Fcbruary 1998, it dispatched the
Government Policy Dialogue Mission on Economic Cooperation, whos¢ dispatch had been
postponed by the hostage casc.  (For Japan's results of assistance for Peru, sce Appendix 4
and § at the end of this paper.)

4.3.4 Japan-U.S, Common Agenda

~ Japan and the United States have been promoting “the Common Agenda for Cooperation
in a Global Perspective” (hereinafter referred to as the "Common Agenda®) since 1993, as an
important pitlar of the U.S. - Yapan Framework Talks.  The purpose of the Common Agenda
is positive, coninon leadership exerted by Japan and the United Stales in various issues to be
addressed on a global scale, such as those on the environment, population, AIDS, and WID,
where addressing by individual countries cannot produce effective results.  The United States
gives priority to promoting the development and growing of narcotic substitution crops.
Regarding technical cooperation in assisting the devclopmient of narcotic substitution crops,
Japan is studying with Peru and the United States, cooperation in the growing of camu-camu
(tropicat frait), the promotion of rice culture, and education for preventing the use of narcotics,
although deliberate consideration for public peace is necessary.  Cooperation is also possible
in the problems of population and AIDS.
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5. Framework for Japan's Assisfance te Peru

5.1 Basic direction of assistance
5.1.1 Basic perspective - implementation of the DAC’s New Development Sirategy

As mentioned carlier, the ideas of "human-centercd development” and "sustainable
development” have been gaining a consensus in the international community., as an objective of
assistance for developing countries.  Japan defined four general rules, as follows, in its ODA
Charter in 1992.

(i) Environmental conservation and development should be pursued in tandem.

(i) Any usc of GDA for military purposes, or for aggravation of international conflicts,
should be avoided.

(iii) Full attention should be paid to trends in recipient countries’ military expenditures,
their development and production of weapons of mass destruction and missiles, their
export and import of arms, etc.

(iv)} Full attention should be paid to cfforts for promoting democratization and introduction
of a market-oricnted cconomy, and the situation regarding the securing of basic human
rights and frcedoms in a recipient country.

In this situation, "Shaping the 2ist Centory: The Contribution of Development Co-
operation” was adopted in May 1996, and Yapan, as a DAC member, contributed greatly toits
compilation. This DAC New Development Strategy, in compliance with changing prioritics
in viewpoints of the international community toward assistance, defines the basic direction of
assistance toward the 21st century, focusing on the ultimate goal of "human-centered
development” {for specific goals, see 2.1 of Chapier 2).  1n August 1996, Prime Minister
Hashimoto, during a formal visil to Peru, explained the idea of the new development strategy
to President Fujimori. Obtaining the president’s consent, Japan expressed its intention to
apply the new strategy to Peru.

Application of the new DAC strategy is signilicant in two points.  First, as has been
repcatedly mentioned, social improvement, including poverty alteviation, is urgently necessary
in Peru.  Second, Peru is taking daring measures toward cconontic liberalization, which could
widen income gaps within the country.  Integration of the Peruvian economy nto the world
cconomy reduces the barrier of national boundaries and cxposcs individuals to intensificd,
more comprehensive competition.  This necessitates (he improvenient of basic capacities of
individuat people. ~ In Peru, where different topographic and social conditions have widened
regional economic ‘gaps, due consideration has to be given to people's participation, benefit
from development, and its social wtilization.  Social problems, including poverty, can be
thoroughly solved through sustainable development, as a matter of course. A proper balance
must be kept between the appropriation of funds to the production sector and infrastructure-
building, and ap‘prbpriatic'm"(o the social sector, according to individual countries' conditions.
The Second Fujimori ‘Administsation has been devoting itsclfl to social development as its
major policy goal. The urgeney of the issuc is understood widely by not only the Peruvian
Government but also the donor community. It is comparatively easy, therefore, to maintain
ownership in the recipient country and fonn partnerships among the donors. Tt will be
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necessary for Japan to keep these points in mind in studying prioritics and extending
assistance.

5.1.2 Priovity issucs in assistance

It would be appropriate to define priority issues in Japan's assistance for Peru as follows,
in relation with the areas necessary for "people-centered, sustainable development” mentioned
in chapter 2, based on Peruvian people's awarcness of the necessity of development, their
basic idea on development itself, and the Peruvian Government's and people's cfforts for
reforms and development mentioned in carlier chaptets.

<Objectives of assistance> <Priority areas>
(1) Poverty atleviation and (i} Assistance for the poor
social development (i1} Pcople's capacity-building and social infrastructure-
building
(2) Sustainable cconamic growlh {iit) Regional development
(iv) S(renglhcning of production capacitics and systems
(3} Maintenance of sustainable {v} Strengthening of environmental conservation
enviromnental systems technologics and systems
{4) Good governance and promation  (vi) Administrative improvement and promotion of
of parlicipation participatory development

As shown in Fig 5-1 "Priority Areas in Assistance for Pery,” these issues are not always
confined te a single arca of development. K is therefore necessary to combine scveral
different sectors, which has not been done thus far, or it is required to formulate a program
from components nceded in attaining goals, and to implement individual projects in line with it,
not just by mixing several types of projects.

It is also important, in development assistance for Peru {0 take the great gcndcr dlspanly
into consideration. 3t is necessary to extend assistance so that poor women (female
indigenous people in rural communities in sierra, and poor urban women from rural regions),
among others, can participate in and benefit from the processes of development in all
cooperation arcas, including education, health services, life improvement, skill trammg, and
vocational training. -

The Peruvian Government scemingly phccs Lop prlonly on (1) pm’u(y allewauon and
social devetopment.  Realization of these goals requires Jajian's cooperation w:lh Peru i inits
various urgent measures for alleviating poverty. it also requires improvement’ of the health
sector, human resources development for it, and the bmldmgof basic physical and institutional
infrastructures. Raising people’s inconte and consumption, as well as their capacuy to the
level that docs not allow the reproduction of poverty is important in terms of humanitarian
caoperation, and is further to provide human resources that contribute to economic growth.
Such human resources development will be able to not only improve people's capacity but
also provide pcople that are capable -of contributing to economic growth. There is a
difference in content between "assistance for the poor" and "assistance in capacity-building
and secial infrastructure-building”  The fatter is aimed at raising the cntirc social
development level, which is lower than other countries, while the formu assists the poor
directly and urgently in satislying their BHN. -
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(2) Sustainable cconomic growth is a foundation to pronote social development capable
of providing improved welfare services for the people and to encourage people to cscape from
poverty. Various measurcs and cfforts are needed in distributing the benefits of national and
regional development, widely among the pcoplu Macroccononuc stabilization _is ‘an
indispensable basic condition.  Japan should always. be prepared to extend appropriate
assistance at appropriate timing, in order o cope with' |10$S|blg, CCO!IO!HIC.IIISlﬁblhl_‘,‘, as_it did
in positively extendeding cooperation to  the Fujimori  Administration  just aﬁcr its
establishment.  Macrocconomic stability must be reinforced by efficient industrial
development.  The development of strong industries can be realized throngh slrcnglhcncd
actworks of domestic enterprises and industrics, and through open, decpened coonomic and
technical communications with latin American neighbors and countrics of other regions.
Connections between/among  domestic enterprises and  industsics, @ including small-  and
mediunt-scale businesses, are especially necessary, so that they can make the most of
opportunities provided by a market economy, strengthen thie market cconomy: itself, and share
cconomic benefits.  Japan, having ample experience in cconomic growth and development
cooperation, will be able to extend cooperation most appropriate to the present conditions in
Peru.  Regional development has two meanings.  One is to take mceasures for regions that
could be feft behind in economic liberalization, in aspect of geographic locations of industries
and investments.  The other is that continual national cconomic growth is nol realized
without active regional development.  Japan's experiences in village development and nationat
tand developnent planning can serve as a reference. :

(3) The maintenance of sustainable environmental systems ‘is an InlpOll'm( issue in
making development sustainable for along period of time through environmental conservation.
{t is cspecially important for a country like Peru, which has just begun building a framework
for cnvironmental administration, in order to address an accumulation of environmental
problems, such as conservation of the natural environment, improvement of urban
cavironments, and industrial pollution control,  Environment-related law sysieins and
monilormg systems must be established and operated appropnatdy to mlpkmcnl MCasures
against environmental concerns, such as air pollution, watcr confamination, lack of waste
treatiment, soil crosion, and deforestation, which have already posed problems.
Environmental conservation technologies also need improvement. In planning large-scale
infrastructure, opinions of the people concerned must be reflected.  Japan should extend
cooperation attentive to the social and environmental condmons based on environmental
assessment.

(4) Good governance and the promotion of participation are thc foundation that supports
the development arcas mentioned above. Administrative and judicial modernization, which
constitutes the foundation, is an independent issuc for Peru.  Assistance in' administrative
and judicial modernization means the cstablishment of a foundation that is durable for a long
period of time. It includes assistance for an improved administrative  system and
administrative capacity -building, assistance in promoting ongoing judicial reforms, and building
a lramework for cstablishing relationships between suppliers and beneficiaries of public

services.  Promotion of these reguires duc consideration of values and behavior patterns of
the Peruvian peaple.
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5.2 Priority areas in assistance
5.2.1 Assistance foy the poor
(1) Direct assistance for the extremely poor in satisfying their BHN

Although sustainable cconomic growth is indispensable for poverly alleviation, those
who can hardly benefit from it and those who cannot satisly their BHN need wrgent aid to
raise their standard of living  The poor especially need direct and urgent aid for satisfying
their BHN through social development, which involves living-infrastructure-building,
cducation, and expanded health care. A description concerning these is given in the following
scction.

Specifically, assistance involves living-infrastructure-buttding, such as housg, focused
on poor quarters of citics ‘and provinces, waterworks and sewerage sysiems, roads, nutrition
programs, focusing on infants and expectant and nursing mothers; and expansion of basic
cducation and health care for the poor.  Effective assistance in such arcas can be extended
through small-scale type coopceration chcouraging people to participale, such as through
financial cooperation with FONCODES, grant assistance for grassrools projects, and Japan
Overseas Cooperation Volunteers (JOCVs).  Regarding education, for example, assistance can
be extended through NGOs and communitics, to help residents fake initiative in constructing
and rchabilitating schools.  In health care, health posts in sicrra can be built, and vchicles for
heatth-related visits to people of the region can be provided.  Support can also be given to
community-rooted, people-led activities, such as the milk distsibution movement (vaso de
leche)?® , which has been obviously effective in Peru, the community Kitchen movement
(comedores populares)”? | and the school meal movement, in some regions.

(2} Assistance for the poor in creating employment and skill-training

Bscaping from poverty and sustaining improved living standards require the creation of
employment. In addition, it is ncecssary to sccure cmployment by acquining skill that does
not attow the repraduction of poverty.  Cooperation in this area mvolves the formulation and
implementation of projects for employment creation and skill acquisition.

Cooperation in formulating and implementing projecis  immiediately  effective in
employment creation, includes financial assistance for organizations, such as Food for Work®!,
which is implementing such projects. The skills of the poor should be improved, in order to
increase production and stabilize cmployment.  For rural regions, assistance in improving
agricultural production technology is cffective. I is also effective to provide wonen, who
are often in a disadvantageous condition, with skill-training for carning cash income.  In citics,
assistance involves skill-training for those who run small and micro businesses, and the

1 The movenment for distnbuling mak mainty tochildren of school age. throvgh communitics.  Tiis oporated by regional arganizations of
mothers, with financial assistance from (he Pubhe Treasumy The movement, started in ihe municipahity of Lima in 1983, has been
cutended all over the country, and i is now operated by distsict municipalitics {administrative urits sirallec than citics), in ¢loser
conncetion with citizens. - 1t provides milk also for mothees. the clderly, and tubereulosis paticals

a0 1n poor regiens of citics and their poripherics, houscwives jointly buy and cook foed, ina sotatioa system 1 he common kitchen not
only reduces costs of mcal- making but also cnables mutual assistance in emergencics and provides opportunitics for communicalion in
(he community.  The mavement, which staried at the end of the 19705, became acting with econonic stagnation from the fattee Talf of
the 19805, Somecomedores are provided with goods by Government agencics and assistance groups,

3 A scheme by the WFP {World Food Programme) o implement projects o6 rural dovelopmend. infrastrustore-building. cte | with the
participation of citizens, and 1o distribule food for services they provide,
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provision of basic managerial know-how. The provision of micro-credit would be as
effective as skill-training  As the poor often have few opportunitics to receive education and
{raining, it is important (o select target people appropriately and sct appropriate training
items that will enable them to find employment.

5,22 People's capacity-buimmg and social infrastructure-building
(1) tmprovement of the basic living infrastructure

improving the living infrastructure is important for improving the living conditions and
health and sanitation. In citics, assistance will involve the building of an urban sanitary
infrastructure, such as waterworks and sewerage systems, and the control of urban poltution
through waste treatment.  Rural regions, too, need clectrification and improvement of the
living infrastructure, including watenworks, sewerage systems, and roads. - Assistance in the
construction of common facilitics, such as community centers and community working
facilitics, will be effective in strengthening commuity capacu) and in building a basc for
participatory development.

{2) Extension and improvement of education

The Fujimori Administration places importance on c¢ducation, focusing on qualitative
improvement of primary education and extension -of secondary e¢ducation.  Vocational
traming is also important for stabilized employment and poverty alleviation. :

Qualitative improvement of primary education involves improving school facilitics: and
employing qualificd teachers. The school infrastsucture nceds not only - construction of
school buildings but also clectricity, water supply and facilities for education, and
rchabilitation of existing facilitics.  For the construction and rehabilitation of small-scale
school facitities in rural regions, it is effective to utilize pcople-fed communily activities.
Lftective assistance schemes should be studicd in this area. It will also be nccessary to
consider financial aid for providing textbooks and teaching materials. Regarding the securing
of qualified teachers, teacher retraining will be eftective, in view of the number of unqualified
teachers currently teaching in schools. - The World Bank and the IDB have been extending
assistance for primary cducation on a lwge scale.  Coordination with them will be
indispensable for Japan in extending assistance in this area.  Japan will be able to cooperate in
extending secondary cducation through the construction of school facilitics in regions
especially backward in this area.  Usc of JOCVs, whose dispatch has resumed, would be
eftective in extending primary and secondary cducation, which directly benefits people in
these regions.  Coopesation in expanding education targeted at indigenous pcoplc such as
bitingual education, which the constitution ensuses, should be studied.

Japan has long cxperience in providing vocational training Coopcrauon is possxb!c
through the dispaich of experts and JOCVs.  As social development and economic
development are closely interconnected, it'is i_mp:oriam that human resources be developed in
areas that are expected to become important in the future, such as agriculture, small- and
medium-scale manufacturing industrics, trade, and tourism.
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(3) Ex'tensi'on and improVemem of heaith care

The promotlon of maternal and child health and family planning is urgently necessary.
This will involve the provision of such services as nutrition aid, strengthencd carce for perinalal
expectant and numng mothers and infants, and the provision of retiable means of family
planning 1t will also involve cducation, with the provision of information on AIDS
prevention and control, family planning, maternat and child health, and reproductive health,
In this arca, results are expected from the continuation and expansion of a training program,
“Family Planning and Matemal and Child Health," now under way with Japan's cooperation.

The modeenization of health administration, another i issue, requires the establishment of a
referral system.  The key to it is éxtending and strengthening of focal primary health centers.
This will involve constructing necessary facilities, providing equipment, nurluring of medical
personnel, including nurses, and transferring of operational and managerial know-how.
Cooperation in sural regions, which wrgently need expansion of medical facititics, requires
carcful planning and selected approaches. In addition, the administrative system should be
reformed, as cooperation activities are required to produce cffects within a limited budget, and
the central institution's planning and coordination capacily plays an imporfant parl in
promoting health carc in provinces.  Peru has various medical services and medical insurance
systems, such as a system controlled by the Ministry of Pablic Health, a system managed by
the IPSS, asystem managed by the army and the police, and in private hospitals®® . Japan’s
cooperation will be necessary for reorganizing these complicated systems.

(4) Capacity development of women and the socially vulnerable

Cooperation in social development and assistance for the poor should involve capacity -
building for those wheo are in disadvantagcous conditions,

For women, capacity-building s impertant.  Consideration should be given, as carly as
in the planning stage, to roles women will play in extending cooperation even in arcas not
directty aimed at women, in addition 10 matemal and child health, which directly target women.
Cooperation should be implemented, placing more importance on women in many areas.

Direct assistance for women will involve assistance for community activitics. It includes
the construciion of schools to which girls can go comparatively casily, and campaigms to
increase female school enrollment, as percentages of girls attending secondary schools are
much smaller in rural regions. It also includes vocational training and financing services, {o
bring incomes to sural women; the fostering of life improvement extension advisors, (o
improve women's welfare; the common kitchen movement and the milk distribution movement,
started by urban poor women; and the day nursery movement (wawa wasi)* .

Capacity bmldmg is also needed for the socially vulnerable, including indigenous people,
farmers in sicrra, and the urban poor.  As mentioned in 5.2.1, projects are possible for raising
the standard of living through direct assistance for the poor in mainly satisfying their BHN,

The Ministry of Public Healih isin chargé of medical and Fealth insurance for Government officials and the scif-cmplosed  The 1PSS,
under the Ministry of the Presidency, isin charge of medical and healih insurance for wage-carners.  The medical institutions under the
contrel of the Ministay of Public Healih receive appropriations from the Govermment, whils the TPSS operates with premivms from the
insured, as a genenal rule.  Peru's medical and heabth insurance currcnll\ op. ratcs wnder these two sastems, and about 1% of the people
ucc private medical institubions or mititary hospilals

D:n nurscries for childron under age theee whose parests work during the dn\l:mc One treined nurse fzhes care of [0 <hildren, ina
gencral citizens” home in a2 community of a city or s peripheny.  Now assistance is provided by (he National Institute of Famih \Vclfarc
{Instituto Nacicnal de Bicnestar Famihas: INABIF), under the Ministrny of the Presidency. the 10B, and UNICEF.  "Wawa wast" mcans
a "children's home™ in Quechoa
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employment creation, medical services, and education. As in the case of assistance for wonicn,
it is important to regard the socially vulnerable as the main target, in plamlmg, formulating, and
implementing such projects.  Assistance is also needed for building a system that does not
exclude the socially vulnerable from access to market activities and social ‘services {the
¢stablishment of a system for selecting target people and evaluating the result).

5.2.3 Strengthening of production capacities and é)'stelns
(1) Rehabifitation and expansion of the economic infrastructure

The First Fujimori Administration implemented its emergency program, with assistance
of the World Bank and the 1DB, in order 1o rehabilitate Peru's -infrastructure, which was
alrcady heavily dclprioratcd: in 1990." Amid steady ceonomic and social_d,cyélopment, it s
increasingly important for Peru to strengthen and expand the economic infrastructure, which
supports people’s econemic activities, toward [ull-scale dcvclopmént. . Rehabititation of the
transport route running north and south has been completed. ‘Cooperation in improving east-
west roules connecting the coastal region and inland regions, the construciion of local roads
extending from trunk roads and roads for conveying agricultural products, and the introduction
of urban traffic systems enabling mass transport, contribute to not only ‘poveity alleviation
but also reduced transpoil costs and increased cconomic efficiency. Cooperation is also
nceded in rehabilitating and moderizing airport facilities and developing human resources for
safe aviation. Cooperation should be extended also to the modernization of harbor facilitics,
which are indispensable for prompt goods distribution in the international trade system.  The
construction and improvement of waterworks and sewerage systems are highly necessary 1o
replace old ones and to mect increasing demand from industries.

Demand for clectric power is estimated to double in scven yecars. The Peruvian
Government, considering private-sector-led devclopment, expects aid organizations {o create
conditions that encourage private investment (cooperation in project formulation, capital and
financial participation, credit guarantee, elc). Assistance in these arcas should be studied.
In promoling cooperation, it is necessary 1o give duc consideration to the insufTicient
coordination capacitics of the ministrics concerned and their insufficient capacity to
implement micasures for solving problems.

{2) Strengthening of the export sector

The Government of Peru, aiming ils macrocconomic policy at export-oriented,
sustainable economic growth, has been positively encouraging domestic and foreign' investinent
in the export sector. It expects prospective medium- and small-scale businesses 10 contribute
to export expansion. The strengthening of the export sector involves the developmcm and
processing of primary products, {o. activate processing by large enterprises of natural
resources, such as mineral products and agricultural products, and to add value to these
products. It also iwolves technology introduction, market development, and renewal of
production facilities and lmprovemcm of their cfﬁaency Small- and medivin-scalc
businesses should improve their managerial capacity and technical compctcncc as well as
compelitiveness, so that they can participate in the export scctor. It is nccessa:y to organlic
private export unions, to reduce costs of information on technologies and markets; and o
promote subcontractor systems, both domestic and forcign.  Positive financial and technical
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assistance should be extended to these arcas.
(3) Fostering of small and micro businesses

It is not an exaggeration to say that sustainable economic growth in Pera depends on the
promotion of small and micro businesses, which mostly belong to the informal sector.  The
Government has been promoting technical improvement, managerial capacity -improvement,
assistance in information provision, and increased compelitiveness through vocational training
These are provided for entreprencurs and workers through export and service centers for small
and micro busimesses (business promotion centers operated by experts cquipped  with
information and techinology). - The Government has also been promoting incorporation of the
informal sector into the formal scctor (in order (o remove impediments to [air competition),
mainly by dcregulation and simplified administrative procedures.  Japan should extend
assistance for small-scale credit services through, for example, the Development Finance
Public Corporation of Peru, and provide information technology and incentives (sec Box 4).
It is importanf, among other efforts, to create an environment that cnables small and micro
businesscs to compete freely and work hard together in a market economy. [t is also
necessary for relationships between/among enterprises to be systematized by established
subcontract/outside order systems or a mechanism of consertiums.  The Peruvian
Government, aiming to promote a subcontract system, has decided to establish subcontract-
coordinating offices in major citics besides Lima, Arequipa and Trujillo, which alrcady have
such offices established in the National Industry Socicty (Seciedad Nacional de Industria:

Box 4 Micro-credit

The paor, especially women, usvally have only limited access to production means,
including credit, because they lack credit-worthiness or secunitics.  Micro-credit is intended to
increase incomes of the poor. It provides them with small sums of short-term credit without
securitics, for production purposes or an income increase.  Bangladesh's Gramceen Bank s
famous as a recent successful example. Supported by such suceess, micro-credit has been
atfracting increasing attention as an cffective means of poverly reduction.

Most inicro-credit programs provide services in a combination of saving, training,
networking, etc., inaddition to financing toward economic independence.  These programs are
said to be provided for about 8 niillion extremely poor people (an estimate) in developing
countries. Japan has provided yen loans for these programs, including lending to Grameen
Bank. Japan has also provided assistance that includes a revolving fund, through its
contributions to international organizations, for a Cambodian NGO engaged in rural credn
development to open its regional offices,

In February 1997, a "Micro-Credit Summit” was held in Washington by a US.NGO. In
the summit, the basicconcept of its objective waspresented as "providing micro-credit for 100
millien extremely poor familics of the world, especially for women, by 2005 This ohjt.clive
acquiring approval of most of the participants, attracted globalattention.  President Fujimori,
who altendedihe summit, expressed the Peruvian Government's support of micro-credit.  (For
the president's speech, see Annex 6.}

SNDO™M . The Small and M iﬁ:ro Business Development Agency (Iintidades de Desarrollo de la

Sc\-.a cdad Nacional de !ndusma is 2 pational industiial socul\ cetablished in 1896 1o facibitate business aclivitics by providing
in{ormation and (rairing for enterprises.  Accerding 10 a ficld sunvcov in July 1996, 1,300 manufactuning companies, incloding those that
play a leading role in Poru, were its membars, though it was not compulsory for companics (o Join trade oreanizations.  The momber
companies are said 1o produce aboul 70%% of the manufactured goodsin Pora
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Pequeda y Microempresas: EDPYMES)® | \\thll pmvndm financial assistance for small
businesses, and INDECOPIP® , which supervises. fair compétition, havc begun working
Fapan will be able to extend technical assistance based on its experience in the sln.nglhenmg of
inter-business cooperation, for capacily improvement of these ac,mclcs and the expansion of
targel businesses.

(4} Agricultural promotion in costa

Costa has the most advanced, entreprencurial, high-productivity agriculture in Peru,
producing vegetables and fruit for export. It has gréal“polent'ial not only. for satisfying
domestic demand, which is expanding with the population increase, but also for export
promiotion aimed at industrial development and employment creation. " As- irrigation is the
key to development of costa, which is classified as a desert region; old irrigation facilitics need
rchabilitation.  Assistance should involve the construction of dramagu facilitics ‘for salt
damage controt; strengthening and expansion of rescarch and examination for productmty and
quality improvement; the development of new export crops and related importers; the
securing of agricultural materials, such as fertilizers and pesticides; pest control; strengthening
of post-harvest management; infrastructure-building, for improved access 10 markets; and the
provision and extension of agricultural information.

(5) Structural improvement of fisheries

Fisherics, a promising development arca, contributes greatly to improving people's
nutrition. It is importanl to carry out siructural improvement for steady fisherics

Box 5 Peru Maring Product Processing Center

~ As the place of dispatching marine product procu&smg lcchnoioglw to Latin Amen(‘an
neighbors ~

In 1979, the Peru Marine Product Processmg Center \».asestabhshed mth lapans grantald
for the purpese of mmproving productivily, increasing competitiveness, and developing
industries, by making effective use of Perw’s rich marine resources, and by de\.elopmg!
lechnologlcs for producing high-quality, processed marine foods. Techmca} cooperation was
extended from 1976 10 1984 in research and development of marine product’ processing
technologics, and in their related training and extension. It has produced remarkable results, -
ft developed technologics for producing smoked fish; ‘carined fish, and fish paste, and it produced
fow-priced, highly nutritious marine foods for low-income peoplc The Center h'as among the
most advanced facilities and highest technologics to be found in Latin American countries. It
also serves as a base for disseminating technologies to these countries. - In addition to research
and training activities, it produces low-cost, highly nutritious marinc foods for low-income
people, under the Marine Food Program the Ministry -of Fisheries is promoting, in cooperation
with PRONAA, promoted by the l*uj:mon Administration.  The Center is e\pecllEd o
contribute greatly to poverty alleviation in Peru.

A private institwtion.  Te mrahes a pood of various funds, ln:Fudmg private and rorc:gn a-smancc and malcs sinail-scale quns o small
and micro businesscs, which have had difficulty linding Tinancing.  Spain cxtends tochnical assistance.  Source: Japan Feonomic
Foundation {§9933). Chananbei Chiski nickern Cynshokigio noe Genjo to Wagakeni no Kyoryokr ne Arilieva nikansori Chosa Hokokusvo

INDECOP] was cstablished by adininistratn ¢ faw in November 3992 in order to sccure 3 proper market mechanism, and itbegan
opcrating in March 1993 lissole was expanded in Apnit 1996 when wwas ghven authority to invesligate and punish. i has three
crganizations in charge of profecting intellectual proporty rights (rademark nights, patents, and coprrights), in addition to its seven
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devetopment, while appropriately exploiting the rich marine resources of the coastal region of
Pere. Assistance should involve the promotion of fishery development through fishery
resources management, diversification in fisherics for supplying food (promotion of new
types of fisherics), small-scale coastal fishery and fish culturing the development of
technologics for these, the development of processing technelogy, as well as with the
environment through raising fishermen's awareness of protection of the marine cnvironment
and inland water,

(6) Promotion of tourism

The promotion of tourism, which contributes greatly to employment creation and foreign
currency acquisition, requires - the building of a tourist infrastructure (roads and airport
facilitics, among others), with financial cooperation, and human resources development,
through training It is important, first, to survey the present conditions of tourist resources
and infrastructure, and then define prioritics in tourism development.

In addition to the existing southern sightseeing routes (Lima, Cuzco, Puno, Arequipa, and
Nazca), assis_tah’cc is needed for developing new tourist resorts, partly to reduce regional gaps.
From this viewpoeint, high-potential regions are said to include Chiclayo, Tryjillo, Cajamarca,
Piura, and Tumbes, in the northern part of Pero, and lquitos and Huaras, At the same ling,
cooperation should be extended for excavating and protecting vestiges of ancient civitization,
which the Peruvian people are proud of. 1t should involve conservation for wildlife and the
natural cnvironment. ~ In some regions, tourism conservation and development are important
from the vicewpoint of environment-atientive tourism.

In infrastructure-building, it is important to define a vision on regional development and

formulate and implement plans that arc in harmony with the eovironment, and to mitigate the
negative social impact on inhabitants,

524 Regional development
(1) Formulation of a vision on regional development

To reduce income gaps between cities and regions, and (o achicve independent
development in regions, cooperation requires comprehensive consideration of the promotion
of advantageous local industries, rural industry, and tourism infrastructure-building, and the
establishiment of an administrative assistance sy stem based on regional characteristics. It will
be cffective to cooperate in formulating regional development plans (visions) attentive to
conservation of the regional environment.

(2) IhfraétruétureQbuilding in local areas

Substantial cooperation should be extended for improving the economic infrastructure,
toward independent regional *devclopment and poverty alleviation.  Cooperation should
involve improving and constructing locat roads (those extending from trunk roads, and those
for conveying agricultural products) and airport facilitics, constructing waterworks and

conmitices in charge of sccenty of competition and consumer protection.  In accordance with the purpose of its cstablishment, its
fargets of supportinciade notonly small-seale businesses but also farge enterprises
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sewerage systems, securing of communications, and expanding clectriftcation. - Although
privatization has been promoted in the scclors of clectric power and communications, it will
be necessary for the public scctor to provide scrvices in remote and low-profit provinecs.
Human resources that manage and maintain these facilities should be developed through
technical cooperation.

(3) Development of less-developed regions (agricultural development in sierra)

In regional development, it is important to focus on the developmcm of less-developed
regions. Rural development in sictra, where poverty is serious, is an important challenge,
among others.  Assistance in sicrra development should - be considered from  various
viewpoints, such as poverly alleviation, reducing regional dlspahllcs absorpilon of the labor
foree, the securing of self-sufficiency in food, and environmental conscrvation.

In sierra, many farmers cannot even support themselves by agriculture. - 3t is necessary
to cnable them to support themselves, first, and then expand production and improve
productivity, in order to increase their incomes.  Assistance will involve, first, infrastructurc-
building for agricultural production and improved productivily, as well as the modernization
of farming technology. Technical cooperation will involve infrastructurc-building for water
supply, small-scale irrigation, distribution facitities, and markets for agricultural products. It
can also mvolve the distribution of favorable sceds, assistance in mechanization and the
extension of agricultural instrumients, technical extension, afforestation, and agricultural
product processing.  Improving productivity requires the development of crops suitable for
local conditions and improving cultivation techniques. Assistance can be extended to
rescarch on thesc and (he establishment of a system to disseminate the results,

It is necessary, at the sane time, to establish a financial system for farmers' sclf-relnnu,
and to promote land regjstration tor established tand tenures. Employment-creating activities,
such as Food for Work, or utilization of revolving funds®” | for maintaining facilities and
equipment, are effective. A counterpart fund of agricultural machinery and fertilizer; provided
under grant atd for increased food production {2KR), can be utilized as capital for such funds.

Poverty climination in sierra requires not onty agricultural but also sacial approaches. Tt
needs an integrated strategy involving improving rural administration and social services, while
taking into consideration the historical and social foundation of rural communitics®® . As
topographic, climatic, and environmental conditions differ from area to area, even within sierra,
it 13 necessary to claborate the most suitable measures.  Furthermore, development should be
promoled without destroying the foundations of the existing socicties and cultures, as the
Peruvian Government is implementing projects with comunidad (community) as the basic unit,
through PRONAMCHICS® (comunidad people provide labor and work together, as a general
rulc).  From this viewpoint, cooperation can involve the actwal:on of existing organizations

"Revohing fund” refers o a te-fending fund produced from the difference belneen foan conditioas and sub-loan canditions in a
developmont loan through ithe banking sysicm ((wo-step loan).  Funds loaned 1o ond users by a development I"nanung institution, which
nc-:ds 1o mzke repay mants, revolve scveral imes (fending - colléction - lending) until the dm date.

A sica community is composed of farmuors communitics called "comunidad campesina” - As the basic unitof Andean teglonal .
comntenitics, it has been clasch connceted with the inhabitants.  Being called "conzunidad indigena” {communily of the .ndwcnous)__ it

was renamed onder the Velasco Admwinistration.  The communitics of cthnie minoriugs in sclh a'are call od comumdad naln a"
Soun.c Akira Ishii (1997).

P(U\ cclo Nacional de Mancjo de Cucncas Ihdmgmﬁ\.as v Censeryacién de Suclos (Nation al P{Oju.! for lh\, Munagcm\. atof Son!s and
Hyvdrograghic Bosin}. A governmoent agancy under the Ministe of Agnicelture. It execules public werks, mainly for the highland
Andean region, such as soil and waker quahiy conson ation. afforestation, small-scale irsigation, investment tn small-scale industrics,
grass improvement, and rural clecinfication.  [made an imvestment ol' about 73.6 milkon dollars betnween 1992 and 1993, and created
100300 jobs.  [thad 122 oflices insicrra and scha in 1996, Source:  Loca! Consultant Report (1996)
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for Farmers' social capacity-building, and the development of social leaders, as well &
assistance for NGO activitics, 1o enable farmers to participate in their development process.

For selva, another less-developed region, assistance can involve the promotion of
substitution crops for the illegal coltivation of cocas, as sound-foundation-buitding for rural
development.  Cooperation i transport-infrastructure-building  will be effective  for
promoting the cultivation of such crops.

'

Box 6 Kuntur Wasi and regional development ~Regional development for poverty alleviation

The villageof La Congain SariPablo, Cajamarca, has riins of an ancient civilization, at an
altitude of 2300 meters. The village is inhabited by about 450 smallholders, in about 90
houscholds. Their incomes allow them only a bare living, and male villagers go off to
consteuction work or farming in valleys in the coastal region when they are free from their farm
work. The ruins were excavated by the University of Tokyo Ancient Andean Civilization
Investigation Teamn, which started investigation in 1988, From the remains of atemple, which
scemed 1o have been constructed around 1100 BC, the team discovered anumber of tombs with
nUNCIous grave gocuh such as stone sculptures, pieces of gold work, refined earthenware, and
jewelry.  In 1989, the ruvins yieldod gold products that were classified as the oldest in Andean
civilization, drawing villagers' instant attention to the Kuntur Wasi ruins.  Although there was
much deliberation on how to keep the excavated articles, a museum wasconstructed in La Conga,
for their custodial care, mainly funded by contributions of the Japanese general public, together
with grant assistance for grassroots projects  The Kuntur Wasi Cultwral Assoctation,
established by about 120 villagers, organized the Muscum Steering Committee (comprising 10
members), and began operating the museum in October 1994, with positive assistance of the
Investigation Team,

So far the muscum has been run smoothly.  The committee members have been devotediy
performing their duties without pay. The members of the association pariicipate in voluntary
work once every ten weeks, such as the cleaning of the g'irdu\ and the outside of the museum.
‘The opening of the Kuntur Wasi Museum has brought various changes, as mentioned below.

1} It drew attention of the regional administrative authorily, which had roads improved,
waterworks built, and other infrastructure developed.

2) The number of people visiting the museun, and favorable reception of lectures about the
muscum in various places, showed that it was highly evaluated.  Villagers recognized the
significance of running the museum, and willingly supperted activities of the steering commitiee.
3} As visitors from other regions and foreign countries and the regional administrative

authority's awarenessincreased, villagers came to view their village in relation with the external
world. They became careful about the cleanliness of the village, so that it would be praised by
outside pecopte. Proud and confident, they came to take a broad view of themselves, and
‘included even foreign countries in relationships between others and their village, where they
could not, for example, walch tefevision, because electrification was not yet present.

4 Womcns participation in the steering committee became outstanding, and an increasing
number of women became officials of the association. The operation of the museum increased
the importance of women. The selling of souvenirs brought them some cash income.  They
became aware of their social roles and heightencd their will to participate. A women's
commiltee was orgamzed in the association.

5) A sense of self-government was born among the villagers, and they began making efforts to
have their viltage promoted fo a category independent of the county of San Pablo. In the
future, the villagers will elect village officials who will pecform public duties.  The majority of
villagers will participate in the operation of their democratic society.
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5.2.5 Strengthening of envivonmeutal conscrvation léchnologieé and systems
(1) Establishment of law and monitoring systems

Environmental conservation requires the establishment of anenvironment-related taw
system and a monitoring system. [t is urgently nccessary to buitd a monitoring network to
control air pollution, caused by increasingly serious automobile emissions, in’ the- Lima
metropolitan arca.  Industrial pollution control needs the establishment of mdustrlal wiste
standards, while asystem is needed to prevent and controf natural dtsaslcrs mcludmg revision
of the building standards and the ¢stablishment of an cvacuauon systun to protect citizens
fiom damage and disasters cauacd by carthiquakes and floods. ~ For envlronmcmal
conservation, il is urgently necessary (o formulate rs.glonai cnvironmicntal management plans
and a basic guideline for monitoring the destruction of natural balances. Assistance will be
possible in this arca through the dispatch of experts and policy advice, with trends in other
assistance institutions being taken into consideration.  Individoal and group training (training
programs) on the enviromment should be expanded, to develop human resources and
strengthen  the environmental administration system.  Third-country  training on the
environment has been started in the Chilean National Center for the Environment, established
in June 1995 with HCA project-ty pe technical cooperation.  Assistance could be extended in
cooperation with the Center.

{2) Improvement of environmental conservalion technologies

Japan has long experience in controlling environmental “pollution, including water
contamination, air pollution, and minc pollution, as well as in waste treatment. 'Cooperalion
can involve development study and technical and financial assistance. - It specifically includes
Minancial assistance in formulating plans for developing and cﬂendmg faciliti ics for treating flue
gas and wastewater, with appropriate technology, technical assistance in wasle treatment in
major provincial cilics, financial assistance for building waste treatment Facilities, and grant aid
to provide and improve equipment for monitoring and analyzing air pollution in Lima.
Assistance can also involve surveying and training on (he environment. Coopcrélion in
regulations and guidance for enterprises is also important. : : :

FFor cnvironmental conservation, assistance is possible in the mmlcmcntallon of .and
research on trial afforestation projects, for forest conservation in sclva. ~ To prevent natural

disasters, assistance is possible in R&D and c‘dcnsnon of river-control and ascistnatic
technologies.

5.2.6 Administrative improvement and promotion of participatory dci'clopment

(1) Improvement of administralive capacity (project management, regu1al6ry
framework formation, capacity improvement for mid-level personnel lmprovemenl of
local administrative capacity)

Improvement of administralive capacity is indispensable for the Pcmwan C overament (o
successfully promote development.  The expected role of the Government, which mtulds to
stim itself and promote privatization, is 10 supervise operations of private compamcs that
provide public services in place of the Government. In doing so, it must securc not only
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efficiency but also cquity. Japan can assist it in improving the related law system and
establishing a supervisory institution, especially through technical cooperation for improved
experlise {e.g technical assistance in demand surveying, for sefting public utilitics charges, and
advice on methodologics of charge-setting).

The Government is ‘required to play a-leading part in social development, such as
education and health carg, as well as in poverly alleviation. I establishes organizations other
than cenlral mmls!rlcs, such as FONCODES, and entrusts them with implementing specilic,
emergency measures. T his would make il necessary to defing the roles of the ministrics, and
restructure the admmlslr'mvc systeni to remove its overlaps.  As (he Government can
currcntly take budgetary measures for only half of the necessary expenses for social
development and poverty alleviation, it needs to positively utilize foreign assistance. It is
therefore necessary to mprovclhc Government's capacity to accept foreign assistance, for its
effective use. _

Cooperation is needed in building a system of administrative checks and balances, to
monitor ‘impropriely and to strengthen the function of checking illegal  activitics.
Cooperation is aceded in preparing for decentralization and improving local governments'
administrative capacily, so that they can promwote regionat development and provide more
substantial services.

The strengthening of administrative capacity of an organization providing public services
cannot be realized without improved expertise of individual mid-level personnel. Their
practical capacity-building is important from this viewpoint. It will also be necessary to study
a system that supports improvement of Government officials’ expertise, such as a personnel
system; inclusive of employment, transfers, and promotions. Assistance should be augmented
in this arca through financial assistance, dispatch of experts, and various {raming programs.

{2) Promotion of participatory development and foundation-building for it

The satisfaction of BHN and increased options in living arc important in poverly
alleviation and in building scli-sustaining capacity for the socially valnerable.  Effective
cooperation involves ensuring them access to basic social services, improving the Labor
Standards Act and the furictions of the labor standards inspection oflice, to promote their
employment and enhance the welfare system, including social secunty and public assistance.

- Development projects beyond communitics' capacity that arc 1o be implemented undes
Government leadership require participatory approaches in  policy-making and the
administrative process, so that communily people, who are direct beneficiaries, can reflect
their will and needs. - Such approaches include surveying their needs, listening to their
opinions, and studying an appropriate system for communities to raisc objections.

In promoting indigenous people’s participation, it is important to respect their own
cultures (inctuding languages), in school education, communications, and broadcasting services.
Effective cooperation involves ‘preserving their cultures and a campaign to climinate
d;scnmmatlve cmployment opportunitics and wide wage gaps, which impede their
participation in somet) and a social measure, such as providing theim with scholarships that
~ enable them fo receive higher education.

(3) Improvement of the judicature

The Goverament of Peru has been promoting judicial reforms, in order to provide fair and
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efficient judicial . services : for the. people.  Japan should positively extend intellectual
assistance and ¢stablish a training system, making the most of Japan’s judicial system and the
way it settles economic drsputcs as a guide. Financial assistance and technical cooperation in
cducation for the lcgal profession, the construction of trammg facilitics, the provision of
cquipment, and human resources development will also beeffective.

5.3 Considerations in assistance and necessary improvémenls

Peru can be regarded as bung basically prcpared to’ promotc Iong—!astmg, steady
sociocconomic development. A challenge of the ‘Sccond Fujimori Administration is te
promote sustainable sociocconomic development without injuring the foundation built thus far,
to utilize the development results to improve people's welfare, and to attain the goal of
"people-cenlered, sustainable development."  Effective assistance from Japan depiends on its
development assistance system working effectively, [t depends on whether or not Japan can
provide effective ODA.  From this viewpoint, the following nine points are mcntioncd as
considerations ang challenges when Japan extends asswlance

(1) Balance betwean emergency mea'sua'es, such as for the extrémely poor, and a
long-term viewpoint toward people-centered, sustainable development

As described earlicr in detail, the recovery and maintenance of cconomic growth and the
rcalization of social development in Peru require several approaches. ~ One is to solve the
poverly problem through expanded employment and increased incomes amid long-lasting
sustainable economic growth and development, and Lo realize social development.  Another is
1o take emergency social measures for those who cannol wait for long-term effects of
development. A numbes of projects are already under way by the Peruvian Government: and
aid organizations, in both approaches. The former approach needs to be addressed more
intensively.  Although the latter has been introduced in a number of projects that set
measurable goals by 2000, more assistance is needed, as they remain small in scale. It s
important for Japan to bear these different approaches in mind in promoting coopcration,
keeping a balance between assistance from the long-term viewpoint and emergency assistance.

{2) improvement of Japan's assistance system for poverty alleviation and socnal
development

Japan must be able to provide its ODA promptly, with flexible operation of its‘system,
Positive assistance for Peru's social development mwust be closcly con'nccicd with Peruvian
socicly and communities. Opcration of the system should be flexible in employmg not only
existing ODA personned but also Peruvian and third-country consultants that have good
knowledge aboul local conditions, in forming projects in which experienced local NGOs
participate, and in entrusting NGOs with extension and tsaining services.  These will
facititate cooperation with NGOs. Tt is necessary, at the same time, to establish a system
that cnables the appropriate transfer of powers of decision-making and budget execution fo the
overscas office which is close to projects, and further down to the project manager fevel. Itis
also necessary to improve the lmplemcutatlon system of ongoing grant assmtanoc for
grassroots projects m order to promptly accept increasing emiergent requests for grassmots-
type assistance for poverty alleviation, and to build a system for expanding such assistance in
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loan aid and technical cooperation.  {n social development focusing on poverty reduction,
which requires prompt project formulation, it is important to cstablish a fiexible system for
formulating, approving, and implementing projects, enabling prompt cooperation, without
producing discrepancy, from the time of a request.

(3} Stren'gthening of coordination between loan aid, grant aid, and technical
cooperation

The realization of sustainable growth and social development in Peru needs assistance in
various areas, as well as sccuring the sustainability of development effects.  Japan is required
not only to utilize all possible schemes but also to promote mutuat coordination between loan
aid and technical cooperation, and between technical cooperation and grant aid in order to mect
various needs of Pecu.  Fondo Peru-Japan, established with counterpart funds in grant aid,
must be strengthened for' further utilization, and Japan must be engaged in broad-based
cooperation involving local governments, trade insurance companies, the Export-lmport Bank
of lapan, the Japan External Trade Organization, the Metal Mining Ageney of Japan, and
cconomic organizations.

(4) Strengthening of coordination with other donors

Coordination with other donors s indispensable for efficient and effective assistance. 1t
is neccssary to utilize donor conferences in Peru positively, especially in promoting
coordination for poverty alleviation in accordance with the IDAC’s New Development
Strategy.

{5) Participation in institutional reform assistance

Structural adjustment, administrative reforms, and privatization in Peru have been
changing the rolcs played by its central Government and government agencies,  institution-
building is thought to require a long period of time, as a number of political and social factors
musf be incorporated in restructuring of the national government mechanism, which is the
main catity in promoting development.  {t is necessary for Japan to extend sicady, persistent
cooperation to address such a long-term undertaking, as well as to develop personnel to work
in assistance in this arca.

{6) Assistance for decentralization

Answering increasing social needs efficiently requires expanded discretion of local
governments, while  sccuring  peoplc's  longterm  participation  and  monitoring
‘decentralization s important in this sense.  Successful institutional reform through
decentralization depends on institutional, political, and financial foundations. As such
preconditions are still insuflicient in Peru, decentralization should be promoted carefully.

(7) Support for Peruvians of Japanese descent

The emigration of Japancse to Peru has the longest history among Japanesce amigration to
Latin America.  The number of Peruvians of Japancse descent is satd 1o be about 76,000
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The society of Japancse ancestry in Peru is full of energy, compared with Japancse socicties
in other Latin American countries.  Support for the society of Japancse descent, such as
extension of the Japanesce language (it provides a means of technology transfer) for second and
third gencrations of emigrants, and technical training, should be continued, because effective
technical cooperation can be highly expected through people of Japanese descent, who are
cstablishing their identity as Peruvians and who are increasingly willing to contribute to the
nation.

(8) Strengthened security system

The Fujimori Administration's intensified measures_against terrorists (e.g the Surrender
Remission Act) contributed to the sapid restoration of public'peace and order.  Terrorism,
however, has not been terminated cven since 1996, as seen in the killing of leaders of
communily organizations, the blasting of the residences of military heads and the Director of
Anti-terrorism, and the hostage case in the official residence of the Japancse Ambassador to
Peru.  Although terrorists will not recover the organizing ability and scale they once had,
continued measures are needed to maintain public peace and order.  Japan should extend
cooperation, taking these conditions info due consideration,

(9} Resumption of personnel dispatches to the institutions Japan assisted in the past

Technical cooperation requiring the dispatch of personnel was suspended afler the Huaral
case in July 1991, producing a void that lasted four years. Despite the void, cooperation
cifects were maintained in a number of institutions, including the Vegetable Production
‘Techuology Center and the Marine Product Processing Center.  Now that Japan has resumed
full-scale assistance, it can extend effective assistance through follow-up - cooperation. 1t
would be cffective, among other efforts, to resume the dispatch of personnel mainly to
mstitlutions where project-iype technical cooperation was provided in the past.
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Box 7 What Peru expeets from Japan (from Latinobarometro)

The Latin Barometer Association, a private conference organization in Santiago, Chile,
set out a common questionnaire on people's awareness, in Argentina, Brazil, Chile, Mexico,
Paraguay, Peru, Uruguay, and Venczuela, from April to June 1995, The Association published
the results as "Latinobarometro.” Surve)mg through the questionnaire was carricd out by the
representatives of public-opinion census organizations of these countrics, under the guidanceof
the International Consultative Conference composed of the representatives of influential
rescarch institutions in Burope and the United States and 10 uwniversity professors.  Apoyo
Opinion'y Mercado took charge of surveying and compllcd areport on the Peruvian results,

Questions covered eight ficlds, namely, (1) economic conditions, (2) country probicms,
(3) social conditions, (4) political system, (5) organization, {6} international image, (7) fnrelgn
investment andeconomic integration, and {8) religion and ideolog) About 1,200 {587 anly in
Paraguay) people 18 years and over (male and female) in cach country were individually
interviewed and asked (o answer 47 questions.  The result showed the interviewed Peruvian
peaple expected more from Japan than those of the other countries.

For example, they were asked (o choose a "country (region) toward which they feel
friendly" and a "country (region} important for therr domestic economy,” from among Japan,
the United States and Europe.  People of five countries out of the c¢ight had a friendly fecling
toward Japan, and Peruvian people's friendly feeling toward Japan was especially remarkable.
Mexicans and Brazilians had a better feeling toward the United States, while Uruguayans had a
better feeling toward Ewope.  Peruvians and Paraguayans expected (projected) a closer
relationship with Japan, while people of the other countries emphasized the relationship with
the United Stales, by choosing it asmost inftuential te their domestic economies and projecting
a deepened relationship with the United States. Peruvian people’s expectations toward Japan
were especially conspicuous.  Reparding the question "Which do you think becomes more
closely connected with your country, the United States, Japan, or Furope?”  Asan averageof
eight countries, 38.3% of the interviewed mentioned the United States and 21.8% mentioned
Japan.  Among the interviewed Peruvians, however, 13.5% mentioned the United States and
61.7% lJapan. To the question "Which do you think is important for yeur country's
economy?" As an average of those countries, 42.1% of the interviewed mentioned the United
States and 22.8% Japan. ‘Among the interviewed Peruvians, 19.9% mentioned the United
States and 58 4% Japan. Peruvian peaple scemed to give importance to the relationship with
Japan, while seemingly giving less importance to that with the United States.

Some interesting resulis are given below.

Which do you think becomes more closcly connected with your country?

Average | Peru |Asgentina] Brazil | Chile | Mexico | Paraguay | Uruguay| Venezuela

USA 383 13.5 57.4 431 386 64.1 17.5 21.0 409
Japan : 218 61.7 8.4 21.3 23.1 6.0 283 10.0 17.6
Furope 10.7 5.1 o3 12.6 181 4.7 i0.2 15.0 99
Neither of them 49 46 43 58 8.1 1.7 4.3 6.0 43
AH of them 4.7 5.1 33 0.0 3.0 9.6 14.3 5.0 2.2
Canrot tell 12.7 1.9 155 16.5 8.0 0.4 225 40.0 233
No answer 1.8 2.0 18 03 .1 33 29 20 1.8

Which do you think isimportant for society ahd cconemy of your country?
Average ) Peru | Argentina] Brazil | Chile | Mexico} Paraguay | Uruguay | Venezuela

USA | 4z 190 a5 a753] az4a] 797 19.8 15.0 513
Japan - c22.81 584 10e| 209} 256 48 346 18.0 1.5
Turope o8| . 66 123 103f 152 31 14.3 110 6.6
Cannot tel 231 13.4 24.3 21.0 i4.5 82 27.6 53.0 25.1
No answer 2.4 1.7 3.0 04 1.4 4.2 3.7 30 23

Souwrce: Apoyo Opiniony Me.rcado, od (i995), Latinobarosngtro
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Appendix 2 The World Bank's Disbursements to Peru

The World Bank's projects approved by fiscal year 1991-1997 as follows;

1991 Projects not approved.

1992 - Development Finance Companies: IBRD — S4DO mllhon
The country's medium-term program of macroeconomic slablhzailon and slmctulal
reforms, in parficular reforms within the financial sector, will be supportcll
- Industry: 1BRD-—$300 million.
The government’s medium-term program of tradc -policy reform — it includes a
reduction in tariff protection, the climination of most nontatiff barriers and expont
subsidies, and the initiation of customs reforms — will be supporied.
- Nonproject: IBRD —3$300 mitlion.

The government's medium-term program of macroeconomic stabilization and broad»
based structural reforms will be supported.

1993 - Indusiry: IBRD — $250 million.

The governments privatization program and related scctorat policy, legal, and
regulatory reforms — designed (o promote competition and private investment and
improve cconomic efficiency and fiscal performance — will be supported.
~ Nonproject: IBRD -~ $150 million.
Supplemental funds will be provided to suppost the govcmmenls macroeconomic
stabilization program and broad-based structural reforms taken in macrocconomic
policy, the fiscal sector, the social sector, privatization, agriculture, and labor policy.
- Technical Assistance: IBRD -~ $30 million.
The government witl be assisted in the preparation and implementation of its
privatization program and related sectoral policy, legal, and regulatory reforms.
Cofinancing($6.5 million) is expected from Canada, Japan, the CAF, and the UNDP.
Total cosi: $43.3 mitlion.

1994 - Population, Health, and Nutrition: IBRD — $34 million.
The health and nutritional status of residents(poor women and children in
particularfliving in three poor regions of the country, as well as one of Lima's poorest
districts, is expected to improve through extending access and i improving the quality of
maternal and child health and nuftrition services and through promotion of better health
and nutrition practices. Total cost: $44.5 million.

- Social Sector: IBRD —$100 million.

Community-based projects in the areas of social assistance, somat and economic
infrastructure, and credits (o small-scale farmers and entrepreneurs—all managed by the
National Fund for Social Compcnsqhon and Development (FONCODES) - will be
supported, thus helping to sustain the government's poverty-reduction efforts and
mitigate the social costs of adjustment. Cofinacing is expected from the IDB($100

million)and others{$53 million), including Gcrmany
Total cost: $495 mittion.

— 16 —



1994 - Transportation: IBRD - $150 million.
The rehabilitation of 725 kitometers of main highways, as well as of railway facilities,
will be supported, and new initiatives in the areas of road maintenance, traffic safety,
and nonmolorized transport will be undertaken. In addition, the process of raitway
privatization wilt be accelerated. Cofinancing is aoticipated from Germany ($38
million)and the OPEC Fund for International Development ($5 million).
Total cost: $242 million.

1995 - Education: IBRD—$146.4 million.

The qualily of primary education will be raised by rehabilitating ditapidated classsooms
in poor, rural areas and by distributing teaching materials and training teachers on their
use.
Total cost: $ 298.6 million.

- Power: IBRD —$150 million.
The government's clectricity-privatization program and related legal/ regulatory and
institutional reforms will be supported.

- Water Supply and Sewerage: 1IBRD — $150 miltion.
Water conservation will be promoted, the privatization of Lima's water and sewerage
utility supported, Lima's water-supply and sewcrage system rehabilitated, and water
and sanitation services (o the urban poor expanded.
Total cost: $306.2 million.

1996 -Transportation: IBRD—3$90 million.
Investments — targeted to the poorest rural communities — in the maintenance and
rehabilitation of rural roads, as well as sccondary and primary roads connecting to the
primary road network, will help reduce poverty and raise living standards of rural
communities.
Total cost: $250.3 million.

1997 - Agriculture: 1BRD-- $85 million.

' Twenty-five irrigation systems will be rehabilitated, benefiting more than 50,000
famities enhancing agricultural productivity, and promoting a markei-oriented approach
fo waler,

Total cost: $172.4 million.
- Agriculture : IBRD - $51 million.
The incomes of 75,000 poor rural families will increase and poverty will be reduced
through better natural resource management, soil conservation and reforestation,
increased irrigation, and improved agricultural practices.
Total cost: $ 93.2 million.
- Finance: IBRD— $183 miillion.
‘Support will be provided (o restructure commercial bank and private suppliers’ debt.
- Multisector: 1IBRD—$100 million.
: “The pension system will be reformed and capital market efficiency will be improved.
- - Social Sector: IBRD--$150 million.
The government's poverty alleviation efforts wilt be supported; they larget the poorest
areas and people, including indigenous people, by providing social infrastructure and
assistance.
Total cost: $430 mitlion.

 Source: The World Bank Annual Report 19911997
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Appendix 3 1138 Disbursements to Peru

Lending

Year . Project _ (Miltion $)
1991 |[PLANNING AND RE-'FORM ' {Tr:ade Scetor Adjustment Program}) 425
PLANN]NG AND REFORM (Tradc Sector )\djusl:ﬁeul Program) 49
TRANSPORTATION (}iighx\'ay Repair and Maintenance) 210
1992 |FINANCE SECTOR REFORM (Planning and Reform) 200
1993 [STRENGTHENING OF HEALTH SERVICES 68
ELECTRIC POWER TRANSMISSION AND ELECTRICITY SUBSECTOR 45
REFORM PROGRAM
SUPPORT FOR THE FONDO NACIONAL DE COMPENSACION Y 100
DESARROLLO SOCIAL FONCODES |
1994 |CUSTOMS MODERNIZATION PROGRAM 1.5
HIGHWAY REHABILITATION AND IMPROVEMENT PROGRAM,STAGE 11 252
STRENGTHENING OF THE BASIC SANITATION SECTOR 140
MULTISECTOR CREDIT PROGRAM | 100
1995 INATIONAL RURAL TRANSPORT INFRASTRUCTURE PROGRAM 90
IMPROVING PURLIC INVESTMENT PROGRAMMING 4
LAND TITLING PROGRAM 21
1996 |FONCODES It 150
PROGRAM TO IMPROVE THE QUALITY OF EDUCATION 100
DEBT AND DEBT SERVICE REDUCTION PROGRAM 235.5
MODERNIZATION PUBLIC SECTOR PROGRAM 58
AGUAYTIA INTEGRATED GAS AND POWER 60
INVESTMENT SECTOR REFORM 150
1997 |AGRICULTURAL BEALT!H DEVELOPMENT 45.6
NATIONAL CUSTOMS ADMINISTRATION QUALITY ASSURANCE SYSTEM 0.8
STRENGTIIENING THE NATIONAL TAX ADMINISTRATION SERVICE 1l 2.7
EL NINO EMERGENCY PROGRAM ' 150
IMPROVING ACCESS TO THE JUSTICE SYSTEM 20

Source: Inter-American Development Bank Annuat Report 1991, 1992, 1993, 1994, 1995, 1996, 1997

—78 —




B30 (#1900 ) ¥I0(0LF ¥I00IINHIY)
gy IS (9P OSTOND
QINITINIT 01 ¥IUITRWION) JO NUOLBALING() HY3 40F IUomdmbry
00°9 UCOINPOIT POOS PANHOXNXT A0) PTY
w1dofoxd 3 LBOTLBST007) TeItUma ), odd-adaloxd LT G SYINI], Yur L -20nes Jo Arldng aqu aop walox]
56 uonrzadoe?) (¥1aY29 Y, 10} ATowdnhE 10 ToNIAGI 166 Juamdinby WONONTINUOY) PHOY JO IVOWBANIdW] 961 X0] 10a(0 ]
wtrosdl Y7 AuTgka g, 101 Mowdonaed jo 2undadiv|on's PANAINIINUIFUT (HUOTITINR Jo Borutvdoyf oqa 10§ 3daload [(06 921 weforJ Juawisnpy J0I0a% [HuRUL]
o0l 90T 06971 66T
210 {=100l0a(L £) PIY TARA) NIOOINNEIAT)
Gy 0 JOTTUR [, SUYDISURI oTpwIST, 01 tnowdmbyy Buriyar
Lady} WHNN[Y [BUOBEN 912 01 AT0WdInh g [WnsTA-0IpNY
wipnload ¢ aorpnl§ IRamdoRadt| (6570 = NUOITH £°0) JOUey avs s I0F Py
~yoafodd ¢ LUonuaadoon redruyae], KLA-100043 |00 9 UOHINPOL POO] PISLAU] J0) PrY
CRE uonralonny [HOITE29 ], 10§ 1emdinby JO UoMIA0L] 100 GE PV kD) 100001 3-T0N
sufmaad 11 SADQL Jo Ynedi@i10e SATIIOU] [00YDG JO UONHI Uy
suosdat 37 =IaqUWIY W], Apnag Jo yoredyicy (G 7 WIDORLA YR Wy doaepy dwng 01 120f01g
suostod 7] sy Jo ynedi|zL v . SRRy [RINY{(0T 9
UM (07 Surmieg], 20f Mudnnieg jo suvidaoy I UOTIELG M0 OLPAL] TUIJ] JO TONWITRQUYDY] oW1 40F 30ulod] UIHAT0 ] TUoUnsTUPY 101098 apud],
20LT £0°7Y Q& 9¥a 1661
Joaload | PG TudwdoloadJ vy f1o0loxd T) W090L HI00ISKEIN
wielosd | Lunneradoon pamgde ] sdi-alead s POV 1uvan) 1aload-uon
o UOHBRIKION [EMUYDS 20) TUdmdmba 30 Golta0ld | (b1 = SUdLIW G0V} Juoy Aometasway
waossod By SAD00 10 gerrdsiH{00 ¢ UOHINPOX] PO0] POsKIIIR] I0] PIY
sgosIad o Joquioly e ], AP Jo gredsyIice 1 A1) T 307 AW dinhy FUNURH]) 3O UOTHIACL]
waosdxl gp s 30 gNedsyI|16'9 (1D AMIUA [9XERH-AROTRYD I3 U
suomaad GOt Burtedy, 1o vimedonaeg Jo 2ueiiooy WoNAg VTR DY WOTEHIA] JO UDLININTONY]
COEE RE VG 4 OGAT
s1oload L PN TESUCIO[2A(]
soaload 11 gots kel panagIa], odA1-400l0s
9Oy TOrNEAI00d [EOTEYDYS X0) AAHTWIRND 30 WOMNTAOL]
suosaad O CHADOR Jo qaedsng
suosd il GEeT SIX|UIS e ], Aprig 3o gasudsi
suosLad (e - s3aatlxy Jo yaudsi(g
wuosgad 27L'T FWIUIRL ], £0Of W3R AR JO 00T 00y :
GGOUT LOEG 14884 GBGL [HuEn
QONRIAUOOT) [EDIUYD T, PV FURey PTY RuoT TR
(Ba4, WOUTA PAPURH 3 nIad 01 SIWAWASIGS] VO sueder ¢ xipuaddy



280 (100l03d ) Wal0dJ HI00IHRYLL
0ro LNy Aouadsowy
GDRY)]
edmbaay jo bﬁ..:u&:? TEIDUIANL ] Ot} 01 EaEaEum 30 %Ssm,
oL TonONpPodg PO, PINEIIST] I0] PTY
wdaloxd 3 HAPRIG- ﬁoﬁaﬁ?oﬂ GLer Aqdrasiounad) PR SIUAYNLL 9 021 19{03]
e uoﬂﬁ&?ou TRITTGD ], 105 pnoﬁﬁscm Jo worstAoxg JO HOUUNUSIAU] 1 10] (9597 JO UOTININTOY) 911 6] 3300 [ 1uomasoaduw] aduasmog wrd[0d0ao] FINLT UAIYINOG
suonzad 11 HADOP JO RN (817G (1D ¥V T2 P91 . “10al0ag
suomaxd O0f SIS Exe.h Apnsg Jo goredsrg ANy UL NEONKIS .rysozo.:im TRWS J0 U qrgay 105 100(0d] JuHUsANLIm] PUR UOTIRU[H VY)Y ARMUILT [RIny
NaasLad § - waodxy jo oy |71 G (1) Bwer u0se - 10004 ] HonInIsua’)
st Gl Jurmea ], 10y wuedipnae g 30 souvidaony S[EIHOR] [WRORUN, Ul puowdiaby TROPITY JUcaoxduay X203 100X | ITR] [ I0MO] DITOMNAPAH - (§] oRUWIRIARINE]) WRIUD L
986G O8°O8 : - IROT9 2001
001 * (RI29l0ad G TIFIDOI0L] M008B
050 AUTZOOUTITY JO AMNLIATUL]
1¥T0MES] Sl 03 JTSUTEINDI [UANIA -OIPNY PUR WANAG PUNOS
QoL WOLIINPOLT PO POHENIIU] A0) PIY
99°G UOTNTAS[ L],
Lload 1 wolprlg udwdodaag Py opRY WEIARISJ JO uwwdmby jo susuroaoadur] uof 190(0%]
8LO wonHIHIOOD) [¥ATYIY], 10f Jusmdinky Jo UOISIAGL] |RP'E QUNIONIINLITT] TRUOQRIND JO coﬁwwxﬁ_..é 101 13904 [b2991 puonﬁm paoﬁaﬁgoﬁ eg c::xJ
NUONIML G sdaq ey WHoT, Apngg Jo guanduyylog s juourdmbry [usods(] aisup JO Juaurosondm] Joy 230(o1d {87 L9 - 30a[01g a0BoK-(0G UOHLALL
wroszol 2 E Sl yo gmedsicy(REL HPROY JTIINIINUOD 50] ALITTREN LT TR S&Em AW BACKAW] FHIOMIG
NuosLad 557 Aurstea], 10) sinednnay g Jo oueldsaoy AA0LI@] O] U] JO Iudmdmyy Jo 360w 405 300001 pur Apddng Ioupy voIY TRItodoIafp] ORI v
928 |80 VL LIR GGaT
WO (11200040 ) #10al0I FI00LTEELY)
as0 VOTIEINPA] JO ALNTULN 1 O WIHAG JUD YT
- [0L UOGINPOL] POG] PORUSIDUT IO} Py
w130t0a ¢ sApn1g 1w dofaAXT |00 07 POV AT 3Dl0XJ-UON,
s1efoad | auonezadon)) [atuyRo], odAI-109l0L ]| 700 (I[) wrady (a0 ue
oF'D TORIREMEO07) [RNT D], 10] Juonrdinby] JO wOMIAGL] ®u0I1tLG JIMAOIPAT] TUTN JO TOU RIIGRETY 9T J0] 130(0dq
suosIed OF ST W WrIT, APG Jo ydiudirgipe'g A1D v i RUdNOL] TRUOTHN
STONIOH 207 sutmiga ], 107 S uuduard Jo o0qrilady predpund ] 203 1uuadinhg [UTPA JO 1TRRoAOLIWI] 407 300001, J 178 TR AMPIYINNRY
JLo aQGE [ VGG
- lozo (S1900ad [} ¥I2008 ] NIOOINSRLTY
040 NONRN UG JO ALNIIATUL
wiooload § auonadoory (uatayda], 2oL [EUOTLEN JGIHIY S JO WP oY) ol suawrdiaby Jungag
2071 uonriedooD [RAtuydal 10 1neuniinby 30 woIAGLT |00 'GT PV SweEsy 130004 g -Uop]
RUONIIG SAHUOIN Wik ], Apnag 3O qoiedNIT |00 UORIPOIJ POOT PNUBIOUT X0F DIV [OF AR 10l ] JTURIAUILLG INALIG YI[U0F]
szt Q0T Huyoreay, aop viuedonaeg Jo 00uwldeddV | RE2 MY ], U I datep 10 A1ddrg o) 407 1000l (L vos SMPHLIE ]
RS et 81 LeH 661

— 80 —



walorg

uo=oad 1% S[QUIFAL JOU 239 MUaudmb 70 Uo™AGA T SUPTRDTL "AOTELNHICO) [RIMUYIA T, O] #AINM] LOTL() | 4

QEIH PIWD) PO [RRANILI PUe JUTRGR ] ATRIR] ndd]
Z9UT) HUTOIRE ], SoNIogs L] Bileg 30§ 19ml0dg og,

1T YAIVOHON TOUEITIY IMNWNI(T PUY aXenblang axod-wsdup oy,
(£G0T-980 TIRONUINGDIIMOLT £21UID) SNDITYIA ], TOTMATHRY) B[ RI0IIA 9],

RMO{[O) su papniput s3elnad ¢,

Ry

0GGT-1GGT TIOTTY AU Aowosy woneaadoos) Enoﬁmﬁ.&ﬁ. audep

— 8] —

HGETPUY Z6ETO66T D SIMY WHOI0J JO ADSTUTN T 00anoNoy
IL60 . ; .. . :
VIV UOZHUNY T 30901 1TauKIN[0A(] 10130 [R100G
O TOT ' 190X ] uworsmdXy] 100002, S35
ovoLt " (T woavpIRf0Lg
ZQJNUML ], JNANONYY ATICAR OVRNHT ON]-KHINWO,]
, : 1818 N ‘ D woloay
oIl & HAMQUIJA WK [, APTUG JO qoudni(] UMLIAOLCTUL] DR UOTLRIIQRH oY AMII [wany]
uosxad 1 witodg Jo qoiedsig LL'9G . 10004y BOURIAITY
samaxl 5oz SUIeL ], 20] undnuarg Jo ournlansy |06 UOLIUPOI 00 PONURUL J0F Pry|  ALI0AO] DUR LU WATRURAL SadXN0NaY] [RIMIRN -HLIIG
e 0'¢ LUdey LGGT




T

84 ZW.FZC. wwo.@ﬂomo.ﬁ [BJIEN JO_MImBsu] [RUOHEN

T AIRSINN] 359104 JO. UOURIUIWS [dw]: pur . HONEHIQEYSY

. L19'Y [
og-uer. {LsL'e LI -SSI0PEHRQYY SOT IO wsueAon reuslay | oyonoedy Wy UOTES LULIO [EUED) JO UCHINIISUOD) PUT SPEOY 33 JO IO M Bulazg
S6=AON. |8$9'5 : T POUATISOINAN JO 2Inusy[ a5ROS (] PNOINDN] JO INOKTETIL Y, TePIALIYL 3O Addng wawdinby
o6t lévg's . edmbasy J0 WSTUIAA0L) [RuCSNY T - TTA3{reA ©D10D), UL SPROY SYH0 UOUIAUSUOD
06-IBIN. 1£TL'S (ST 1wetdo A3 IQRUIZISNG Y} 10 UONRIIOSSY WowdosAq oI FATWINIY, I\ 103 193001 TonEADIAD
IrT'8 1{eAES[) JO UONBINOSSY [LIMi[n]) UBIATUS{ dsauedef BYSOITULIE { U1 SUOSIDG’ paddestpuey] 107 SWOR: FUISAANL O JO UABINISUOD
s6-dos . |16z TOLBIOSSY OYIN uPISoy nein 191u57 wOnEsNPY [210d§ TINYIRG 3P UITBI UTS 0 TONIMISUOD)
S6-AON, 19817 {$3AdY) WwowdosAd( PUR UOHOWOL] [FI20§ JO UONRIIOSSY ‘ALI0AD J DWADNY W1 SOUOZ 10F .zaaaww suopeyRIsuy Asvueg
se~nr {1199 : oozno o Aupediorungy | Aresqr] (eddiungy 02703 3o vonmurwadwr dyderSorqrg: pue Ajddng wawdinbz
$6-AON |5P9°9 (15FD) voneadoo) [PUOREWINU[ PUE SAPNIS JO JANRY UEIpLUe]) VIO [edmy SUL OF POISIN Buipadig Aae) o jo Sunppral
Srlte T usieananed o Aredoungy | - 1011S1(] BaAneg YR O $3UDZ paysusaadwy Ut VONEIE [EIIPIJALI0. UORIUSLOD
- - AR - ST L0 SDUIAOLY Y JO Sau07 paysusaadun
$6-190° [18¢'p SUOISSTIA US 130130 Mrunsuy gsweds sy, ut uowdinby IO JO- UOHTUOCY. PUE UOURIS {EDIPOJAJO; BORINNSUO)
StOY [ruonEWINIU] ADUnE 2yl Jof poos A7) YIERY sepawuen; o) Ajddng. uowdinby Aeyg-X
Cel e T pasEN JOT 90UIAOIS QY3 O AUDY
56099 |L¥0'Y 2ICRNJO SIUIAQL Y3 JO IPUIWWOY) UOLRIULS RTY [eIy [einy yi ut uoneanp AUTIIUES Sy JO UGnOWOL pue $2ULIETJO- WONINNSUO )

. - srofeusa, pue ULIPTIYY PIUOPUTAY AU
96-AON. |TIT1°S 2Tz pA ANUTET 3O SIUNSUL [RUONEN, |30 uonwdepERy pUT furmes] o], Aiddng wwwdinbg [PASIAGIPRY PUE: [FUOLEINDY |S661
s6-2wIn |sg9'L (NDJ) SINEN IO UOUTAIISTOD Ui 30§ UONBPUNOT URIAMISG Arerioues, [euonen. YiesH Jo sedueg o1.woddng
$6-424 {9586 (gNT) Suonaa[F JO Ay [euoneN [ ANS 42 Jo wuawdinby sndwon sy o uonedddy pue woueziEndY Joj Loddng
sa-uey |7z uoneSusIAU] pie 1048 YR I0Y J10ISU] oquelzfes) Ul SANIATIY IARINPAIL JO ‘wogrmuowadu] pue-FutiElL
5021 |90¢'s uoZRlUY A3 Jo AmusuT wsuidopaa pue aoeag yinok 105 wooy sodmdumy pue K1esqly Jo- UORIASue)
p6=99¢ fRI¢'S BICY e * worsAQuOnTR LT 3[EaS | [EWS Jo Jusuraacsduyf
#6-AON [§90'¢ [BIENETJO 29UIAOLJ SY1JO UOLTIIOSSY URIAMIA sduedef A1EIQ1 AW 30 UOHITLISUOT) PUB WNUGHPAY Y1 0. votsuedNy
r6-das 1ZZ1'9 YHEIR JO SIURSU] [RUONEN WUDUIANIOUIY Ar01ES0ae T ATH
ve-dag |roc’s UONEIDOSSY [RININD 1SEAH SMUNY ISR AL IMUnY JO Wnosny [eE010aYdIY a1 0F suawdindy Jo uoIstAog 1661
624 |s65'¢ {ST4V) uonemossy woswdo[3adg pue uonowold [erog admusnnseIul Amiues Jo wawdaosdw]
yé-uel | zot's (IWANTLY) Uouedossy ey ou Wus rudg 191U UORESNPY (PRI IO UONIRISUOD
£6m20 {87075 . euny jo Apediunpy NIOMIAN [EIPAN AIQOIN [ed 1WA
6700 TSty uoneFusaau] 2pnin[y pue [eador] 0 spmusuy AJRULDIZA aseasyy SjueD urudwasosdwy ansoudey 1661
7623 {888'tY (STAVYINTD) wawdo@as( 107 UoHIY pUE uoneradoo) jo Jmua]y PRIPpURH JO RIUDD UOLONPOIS PUE Suwrea) 1231y,
T6-nON [000'S eirdsoy L YNTIOT OINOLNY. [P1d80H , VNTHOT QINOLNY. 10} 135 BUlLdi] pue uayally jo wdwaAoIdw]

youmg IONVIONVLIVE opuesfurieg Jo.auez passdsold
67320 |[9¢6'E -paltwil] danesadood einyRouSy owealedng YIVINd | UP RURE] puz RIOL UAWNUSIY [EMFO102RDIY JO UOTIRALSUOD PUR UOHDAI0I]
76-d2% |000'S Iojuan) uonEanpE [RRIU] RIS 151U UCREINPT [Ea] Mwg
To-dog |$i8'y CTIANVINNE, w410 STINNYINNE, 21UaA[0g ays 20y Arddng suowdinbg (661
TP I6EL'S s g sy urary D T walsAg woneful [ed§ (WS JO WdwdAcidull
UESAENE] JO ANUNUWIKIOD
TEUEN {RLE'Y V14 wawdosas(] (eI pUe ueqIn Jo amisy) SNOWOUCINY DY) UM 3IIAIIG ATENULS 1[QNJ JOf UONDIIISUCD U] JI8eY
T6-923 |o0o's (IVINIdY) UOBRIN0SSY 103 ON YIS TUd {317 D) MU uoHLINPY [N ANT 1661
16-A0N JOST'Y easewele) 30 ANsidaun [euoney yi{eaH 2Hand [FWIY [0661
A/ | (uas puesnoyl) FLEY
o o(] nmomy papia®ad ST 2DURISISSE YIIYm 01 UOUMINSULI0 SWeN 100ford jo swen | (20515

(0661 [eost woly) s190[01g $1001$5810) JOJ PIY WELD JO ISIT <& xipuaddys

— 82 —



80924

oL 6 WwLsIg dcmaMCm.H 270 AM[RGIDIUN BYIASULT, 710 (9 TON P30 uonEUIW{[dW]
26-923 |i68%'6 1uIsIE RIUSED JO ARSDINY | UsIp[yD o saoe[d Suieig saneiedoo) omi Jo uonmuswadwy pue UONINNSUOD
: : . wunwes vheaeg
1670 {PIL'L VZETVINLYN O¥d UOUBAIISIY SUL UI SIUAWALIOE O] JO JwdOdAs( Sqrureisng oy o1 woddng
. " c SINUNWWOD)
L6 10 {poe™r pung wewdopasq Amysiy  Teuoney | uetuezewy ap woddng o1 161U9) Eanynoenby oy} 19flord Alddng suswdmby
86-934 [L50'8 Aeaueqy 1099100 PWISIT ML "STAOINOI Aeaueqy W IUIWNOIAUT [BUONEINPY AU AR 30 109 (034 wewaaosdury
86-929 [L90°8 oJMtina L 30 92130 WWMSIQ Y, (STAOINOS o3ft{fuy O JUIWUONAUT [PUCTEINPT ARWUJ A JO 100{03d wdwda0dW]
g6-q94 | L90'S oysMITAY JO O WDWSIT ML STTQINOI eSUBWEAL Ul 1EDWUOITALS | [SUOLTINPT ARWU MR Jo 193014 wawdacsdwry
$6-92J 14,908 POLJ0 010 1LY 24Y “SIAOINOL EOZEN UT JUSWIUOIAUT [BUOLLONPY Amurug a3 jo 195014 wowasoiduy
86-62d |[L90's CAR[MIOD JO RIFO 1M SYL 'SATOINOI snbaAuqueT Ul WDWUOIAUT. TRUOTEINDT AW 310 Jo 100l wawdaorduy
'36-993  {L90'S ©OY JO MO WINSIT Y, *STAOINOA TO[ Ur JUAWUOIIAUT [RUOTIINDT Arewiig. o 30 133 (oxg wowascsduy
86-924 |LT6°L uonviadool) Ie[nded Jo 9MpY jeucneN ROTEN~ L7 ON 191087 BONEINPY [RTIU] JO 108014 yvouesousy
86-q2d jTPC'E uonesadoo) rendogd Jo O [eUCnEN [ RIZUN-LIOSSHUOW IR £97 ON ISIUSD) UOLBOTPT.- [ERIUT JO 309{01d; MONRAOUSY
ge-wer  [SbT'6 ) JOQENY 0T D JAUIDACJ UT UIWO M, J0F 199(02 4 Furutel ) [EUOUEI0A
g6-3eN  [$58'6 N2 JJ0 UOURIIOSSY URIATIRG Asauednf SOTWIPRAY PYNIN JO JUSWIUOIAUY [BUONEINDY 30 wuswasesduIp 3yl 103 193(01d
6Tl |OPL'6 OPURID JCA-JISOYd | 1euED Ut [00YDg [RIMAILEY 2yl o} 1wafosg Aiddng wewdmby pue wwwaacsdwy
26-924  |9¢£¢'6 YU JO MIPO [euoiBay-qng wantd ISO[ URG IOIUIY) VA[BOH 10TIJJ0 UOUOIUISUOD
1e=my  lere's C QIEIHJIO WO reuoBay-ang SN YIESH UHNL JO UQNITLSUOD
L6-IN[  |66%°S €[ Ul Q[eSHJO SO [euotBay-ang RWO PIESH OPIIAED O UOnIRNSUO)
(esngy Sruq wnio 3, 9nBolei RISy- seouaury sy« vondwnsuod Srug
26-62d [LO¥6 10 GORUIAdS SUY1 10§ UOUTINPT PUT UONTULION] 30 JAIUD) QYJED | AYIJO uONsnpey uo ssaneniuf (400, 10 uonezi[edy Ayt oy 193 lorg Funsoddng
L6-I0f  1BLT'L . nizg sioquian 19U YHESH [24O}SUD) BYSI0 UOUIMIISUO)
L6100 1180°9 nIdg SI0QUBIN ‘9O YHESH dnbredured 30 UONIMNSUOD 1 L661

. . . e ~ uounednpg ‘
L6924 j0Iv'E {QIVD) BRSO JO qUID SPUSLF BIUSWY LN Adewatid ) 18 UONOTUISU] SINTWRWEN oY) Loddng 01 [RUNLI [EuONEINPT
og-ung QLS LTSI SelARNH 30 Aufedioruny seiARnH U1 soui[ey (esOdSKY sFEMag JO UONINISU0)
16-a99 |1sL's PUISKE TINS O Anppdiduny 2350 WESH, RIS oy a0 19001 Addng. wwowdinby
06-A0N [860'F s sngno jo Arredongy _UONEIS [E3IPIJA] ONUSY) BURISY JO UONIMNISUO)
o6=A0N [2e1°8 1vmst euedyjo Anedpuniy 0 pued] o US) EOHIO UONORNSUC))
96-12Q |0£€°S ~pusigeymSury ey o Arjedunn pyIndury, w0 91U YR oy o uotsuedxy
96120 (0687 3oulg ~SIIDIOY INOYILAL SI0100(T uotfay 1yedeon) U1 vAY [RIMY SYI0} s wAOIdW] ARlueg
: o o weaforg
06-120 |00L'6 mrewwy - R ied SISOMOIdQN], ABUOUING puw-uousayu| Kroyendsoyy aqu 10y Alddng auowdmby
G6-AON, |TLR'R _OUINDTAY JO UOUEIDOSSY. AURYD L[PI190S J0paWOs), dY1 103 Alddng 1mdwdmby pue SanIIaey -MONTAOUIY
956-120 |so6'r JUSWUOHATT PUE UONEIUNWWOY) JO- NINIDSU] vauwre]y [ w1 uoueanpy Areines pue Aiddng e
16734 |16¢'s uo1FY [EWS Y1 s0f 1301y wastwdopaag eaSasur ved Aenpg o [00YdS AIBWLL] AYLJO LOLINNSUO)
16-033 [996'¢ (TIQONJ) vonowoid Juawdooas( 1eBaUTJ0 UONRINSSY [TAT) 1senyATYOR X IOJUS) UQNOWOLJ [EITY O JO UOTIINNSUOG
: . : SIBIANDY
96-120 [96T" (OgD) mwa)) Aprig (puoIday sopuy sesE) BT 8 swo oMy s Jowey oy Jo Suturer] s o1 Loddng pue SN0 JPUMEY 21 30 susaordwy

063120 881’y : BILI0 Admog-Auey) TA] UL UAWO MY, JOF JATD dONINpoLd pue-fuwrea [PUOTEIOA |9661
/T | (€os puosnoys) ] - : ) IEdA
o aeqg wnouty Paptaosd ST A5URISISSE YOTYM 01 UONMUISUL IO SURN waford jo suren | 1eas1g

— 83—



Appendix 6Remarks of H, E. Alberio Fujimori
President, Per at the Plcnary Session of the Microcredit Summ:l
Washington, I2.C., February 2,1997

Ladics and Gentlemen,

I believe our countries’ greatest chance to create wealth and progress lies in the drive and courage of
our smallest entrepreneurs, those self made men and women who tum advemly into hope

ln the midst of the severe and prolonged somal crisis that has plagued many countries in the world in
the last few decades, people the world over have used their imagination to set in motion a series of
successful survival strategies where, in many cases, we can find the seed of peoaple’s capitalism.

Millions of citizens in our countries, of which Peru is but one example, have made what I call * ant-
scale investments.” Their small, cven diminutive savings and earnings, have been invested in

microbusiness and seif-construciion . In Peru, informal ™ ant-scale invesiments” _]llSl in homebuilding
tota} 20 billion dollars.

My government is responding {o this reality. These capital investments from low income Peruvians
are frozen, because the homes they built lack property titles. Aad their legitimale owners cannot usc
their propetties to provide credil collateral.

Fo overcome this barrier we have devised a program to title informal property. Through this
initiative, it will be possible to turn thousands of Peruvians into propeity owners and therefore
potential credit customers,

Our goal in Pevu is to register one million titles by the year 2,000, thus reaching out to aboul six
million pcople, or one fourth of all Peruvians. To accomplish this objective, the State has to render
itself actively at the service of sociely.

Formerly, villagers had to walk for mifes from their towas and wander in the bureaucratic ]ungle
wasling their time and moncy. Obviously, they chose to dodge regulations.

Now , our titling teams reach the remotest towns, draw the selllements'p}ans_, and after thorough
surveying, they award property titles. Life in these human settlements will never be the same. Unable

to produce their homes’ propetty titles, unable to pass them on to their children, or mortgage their
property to get a loan, our own citizens were treated as second class.

With imagination and effort, Government is opening the gates that for a long time held back the
impetus and drive of small and micro entrepreneurs and owners.

A quiet revolution is underway throughout Peru. In our countries , exireme inequalities in the’
distribution of income and wealth have increased because financial systems conditioned granting of
credit to guarantees principally based on possession of assets. This left the majorities outside the
economic and financial mainstream. Pera’s new banking law, the property titling program and the

setting up M1 BANCO, among several other initiatives, are part of a comprehensive strategy to fight
povertly.
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And this brings us to the second piltar of our steategy. The Government of Peru is about to launch
MI BANCO, a credit and financial institution especially geared at supporting and promoting growih
for low income entreprencurs, energizing a vital sector of our cconomy. This initiative will
dramatically boost microcredit in our country.

We {eel that Securing credit, in this case microcredit, to reach out to millions of producers, amounts
1o planting the best sced.

Unemployment is a heavy burden for many countries around the globe.
Microfinance clearly shows that people can start their own jobs with loans as small as $80, $100 or
$200 doltars.

To expand and enhance the availability of credit to small business, the Government of Peru has
decided to promote the establishment of MI BANCO, a bank for microenterpreneurs, sei up with
capital contributicns from private investors and financial organizations.

We are committed to ensuring the appropriate environment that will attract private investment willing
to serve this dynamic and thriving market of small producers. Private capital can make Ml BANCO a
solid bank that will live and tast beyond successive administrations and allow millions of Peruvians to
defeat poverty.

As we are well aware, women have furned oul (o be the majority of customers in successfut
microfinance exgeriences throughout the world. They are also better payers than men.

Two years ago in Beijing I made a firm commitment to Peruvian women. During dire times in Peru,
they actively engaged in successful survival strategies. And they showed they were born
entrepreneurs,

Women make up half of our population and their participation in development efforts is paramount.
Using microcredit as a tever, 1 am persuaded women in Peru and in poor countries around the world
can make a substantial contribution to create wealth and jobs.

For the first time in Peru, MI BANCO will bring mass access to credit for women.

Peru offers today optimum conditions to carry out mass credit initiatives.Economic stability,

sustained growth, low inflation, and dynamic markets provide the right environment for investing in
MI BANCO.

Government 13 playing here an exclusively promotional role, as fits a modern State that strongly
believes in free and open markets, but at the same time, is concerned with creating opporiunitics for
all, And in this effort, the private sector must be actively involved.
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Few micrefinance experiences in the world today rely primarily on prwalc capital.
This is our challenge and commitment,

My intention is to leamn from the best microfinance experiences in the world and bring forward
Peru's contribution to achieving the noble objectives of this Summit,

Thank you.
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Supplementary Report 1
Characteristics of Peruvian Society and Its Social Development
— From the Perspective of International Cooperation —

Akio Hosono

I. Characteristics of Peruvian Socicty

-In order to identify an eflective approach for social development and  international
cooperation to aid the development, it is necessary to accurately grasp the characteristics of
Peruvian socicty.

First tet us consider the present state of Peruvian society, through an international
comparison regarding several social indicalors that are highly important from the perspective of
social development.

* While the World Bank classifies Peru as a lower-middle-income country, its per capita
income is far below the average of middle-income countrics. Also, as to the social development
indices of the United Nations Development Programme (UNDP), Peru is ranked 91 out of 174
oountrics, with a social development index of 0.694, compared with an average of 0.909 for
industrialized countries. As such, though Peru’s level is above the 0.563 average for developing
countrics, the situation of social development in Peru is considered to still be at a quite low level,
compared with industrialized countrics and upper-middle-income countries.

The UNDP’s social development report classifies developing countries into three levelsof
social development; high, mediuvm, and low, and Peru is considered to be in the medium category.
In tenms of some social indices, however, Peruis below the average of other countries that are of
medium-level social development.

“This can be confirmed by the following international comparison of further specific indices
related to social development, Perw’s infant mortality rate is 52 out of 1,000 persons, whichis
considerably higher than the average of 46 for medium human development countries (excluding
China). The under 5 mortality rate is 35 out of 1,000 persons, which is above the 52 averageof
medium human development countries {excluding China™'. In contrast, in industrialized
countries the infant mortality rate is 7 per thousand™"*? . As such, there is a large difference in
thesc rates between Peru and industriatized countries. Perw’s rates are higher than those of other
fower-middie-income countries in Latin America, such as Paraguay (infant mortality rate, 42 per
thousand; under 5 mortality rate, 34 per thousand) and its ncighboring country, Chile (infant
mortahty ratc 13 per thousand; under 5 mortalily rate, 15 per thousand). Peru’s maternal
mortatity rate per 100,000 live blrths is as highas 280 -- significantly higher than the 200 average
of medium human dev elopmenl countrics (e\cludlng China), and also higher than the figures of
160 for Paraguay and 65 for Chile. Peru’s rate is 10-fold higher than that for industrialized
countries.

This sifuation is due to lhe prevalcnce of- undemounshmcm among the poor, and the
nation’s inadequate medical system. The nutritional intake per person per day in Peru is 1,383

Note Infant morlality rate data refer to 1994, under 5 mortality rate data refer 10 1995 and matemal mortality rate date refer 0 1990

Same for Paraguay and Chile mentioned below. UNDP, Hiuman Development Report 1927, p200.
Note2 Data refer to 1995, World Bank, World Developrient Repord 1997 p214.
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calories, which is significantly below the 2,730 catories per day of medium human development

countries (excluding China)™* . The diffusion ratcs for water supply andscwerage in Pens are

also significantly below the avuag, of countries of medium-tevel social development: - As to

water supply, Peru’s rates are 28% inrural areas and 88%in urban arcas, compared with 55% and

92%, respectively, as the avcragcs of countries of medium-level soccal development; and as to

scwerage, Peru’s rates are 25% in rusal areas and 58% in urban arcas, compared with 17% and
76% respectively, as the averages of countries of medium-level social development. _

Today’s Peruvian society displays these characteristics in comparison wﬂh other natlons
and i1 also has the following important features. =

First is the diversity of Peravian society, whlch causcs n.marl-.able d;Spanly among regions,
especially between rural and urban areas, as well as gender dispamy _This is shown by infant
mortality rates, literacy rates, and nutritional states. For e\mnplc the mfant morlahty fate in
rural arcas is as high as 83 per (housand, which s double the rate in urban arcas The llhteracy rate
for Peru overall is 13%, but this breaks down to 7% in urban areas and as high as 30% in rural
arcas. Further, gender disparity is large: The illiteracy rate among males is 7% overall nationally,
but this breaks down to only 3% inurban arcas and 17% inrural arcas. For females, hawever, the
national averag: rate is 18%, breaking down to 10% in urban arcas and as high as 43% in rural
arcas, As mentioned ater, such regional disparity of social devetopment indices reflects that the
low-income class, and especially cﬁremcly peor people arc unevcnly dtsmbulcd regionally in
Peru. -

The second important !"eatun, of Pemwan socicty is that thc mfonnal sector is rcmarkably '
large, compared with other nations. The ILO’s data, totalized based on rescarch by the Centrat
Bank, revealed that the unemployment rate in cities in 1993 was as high as 9.9%, and the informal
sector siz¢ was as high as 44.7%, while the rate of pcople worl.mgm the formal sector was only
41.3%.

A third noteworthy characteristic of Pcruwan sociely is that there is a large dlffereno_c
among the three regions of Cosla, Sierra, and Selva. Their cnvironmental conditions, such as
gcographical features and climate, the level of mfrastructure development, and the resulting
production conditions, differ remarkably. In rural areas, the presence of regions where coca
plants are grown represents another serious problem. These differences create disparity in
poverly and social issues, and therefore, an approach toward social development that suils
respective regional situations is essential.

2. Recovery of the Economy and Social Deveiopm'ent.

1t is ncedless to say that recovery of the Pemvnan cconomy and its sustalnable growth
constitute an important condition for solving social problems and for achieving social
development. Without recovery of growth, finding true solutions for social problems wilt be
diflicult. Still, with recovery of growth alone, Peru’s many social difliculties of today, especially
poverty problens, camot be solved in the short or medium term. Therefore, it is neeessary to
specificaily study the refation between recovery and maintenance of growth, onone hand, and the
realization of sociat development, on the othet.

First, anextremely longtime will be required for Peru to cxpand employment fully employ
presently unemployed people and youth that newly enter the labor market, and solve poverty

Hoted Data refcr to 1992, Human Developmeni Keport 1997, p204

—92—



problems, while expanding production through c\panmon of employment. As rcasons, at least
the followmglhruc points can be mentioned. First, the poverty problem s very serious. Sccond,
the populatlon has con!mucd to increasc at a highrate, and the large numiber of people who were
*“born in the last 15 years will newly eater the fabor market. About 600,000 babics are born
annually in Peru, and as such, cmploy ment opportunitics for at least 300,000 persons, as new
labor, must be created every year in the future. Third, the informal sector is extremcly farge in
Peru, and without appropriate measures insystematic and socioeconomic aspects, recovery and
maintenance of growth may not necessarily resuft in formatizing the informal sector or improving
people’s incomes.

In order fo tackle social development in Peru, therefore, it is necessary to combine several
approaches: The first approach is to solve poverty problems and realize social development,
through expanding employment and improving income, while establishing a stable market
cconomy and realizing sustainable cconomic growth and progress over the long term. This
approach requires political measures and efforts to enable simultancous achievement of, an
efficicnt economy and long-term economic progress, and social development and expansion of
employment. In particular, it is extremely important o cultivate, from a medium-term
viewpoint, well-cducated and skilled personncl that can fully respond to the new employment
opportunitics that are created through growth.

In reality, however, Peruvian society cannot allord to wait for such along-term cffcctfo be
realized: The nation has urgent social development issucs that must be pursued inunediately .
Therefore, the second approach is to implement effective poverty measures focused on the
extremely poor and a social policy for the low-income class. An especially urgent issue is 10
secure minimum food requirements for the extremely poor, and in particular to provide nutrition
to infants and small children, to prevent negative effects on their future development. Relatedto
this, enriching the education opportunitics for such extremely poor pcople is essential.

The third most important approach is to enable extremely poor people, small-scale farmers,
and the urban informal sector to participale in Peru’s newly established market economy,
independently and with cnhanced abilities. This approach is essential for simultancous
realization of poverly abatement and social development with economic growth and production
expansion, This is also avery important approach to make the best use, for economic progress,
of the new framework of a market economy that has been realized through the coonomic reform
carried out since 1990. Among these three approaches, the scoond and third approaches in
particular must be studied in detail, considering the characteristics of Peruvian socicty.

- As to the second approach, altention must be paid to two points inparticular. The first is
to accuratcly grasp the problems extremely poor people face, and to implement cifective
measures to solve them. ‘The second point is to prioritize the malnutrition problem, evenamong
the many problems faced by the extremely poor.- This point is also made in a document of the
Peruvian Government{to be mentioned later). Malnutrition is greatly affecting the development
of children, cspccia!ly infants, and it is necessary to study the actual state and consider what
should be done to solve it.

Regarding the third approach, it is necessary to grasp the actual states of the rural districtin
Sierra, where there are many poor and extremely poor people, and of the urban informat sector.

" It is necessary 1o clarify the ‘major problems identified there, and to study what measures should
be taken. In this report, after discussing the Peruvian Government’s cfforts for social
development and poverty measures (Section 3), study will focus onthese points (Sections 4 and
5). : : ‘ '
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3. The Peruvian Government’s Efforts for Social l)eve!op:_ﬁeht and Poverty Measures

In this section, major measures Peru hastaken so far, and the points that should be further
sttengthened, are studied from the perspective of the abave-mentioned three approachcs _

First, rugardmgsocml development, the Peruvian Government established a basic pohcy of
social devetopment (Lincas Bésicas de Politica Social; hcrunaﬂer referred to as LBPS), and a
basic social expenditure improvement program, and based on these, coordination amongrelated
government offices has been conducted. In 1995, emphasis was placed on establishing a“basic
educational progeam for all,” a “basicmedical program for all,” a“foods supp!emenl prooram for
urgently-needy people,” and a*“basic judicial program.”,

The LBPS document ‘states that the Penw;an Govemmcnt shall promotc equal
opportunitics for all people as the most important general purpose of the new social policy.
Also, it states that, for that purpose, the Government must work to integrate cach of economic,
social, and environmental policics, and the chaarman of the Cabinet Councll (Consejo de
Ministros) must placc a high priority on the social field in adjuslma pelmcs among ministries.

The Peruvian Government presented a document regarding social support in Peru; at the

Paris Club in June 1995, in which it said it would implement a pohcy that emphasizes
cmployment, medical care, education, social security, public service, and infrastructure. Further,
significantly different from policics followed before 1990, the Government now emphasizes
conducting policy focuscd on the people that have the most urgent needs, and it claims it will
place prime importance en optimal usage of usable resources and cfforts to alfeviate extreme
poverly. : :
The most dillicult issue in social policy is the balance bel\\ ¢ecn areas lhat requlre conlinual
cfforts, such as medical care, education, and administration of justice, on the one hand and the
areas of high urgency, such as poverty measures on the other. The Government says it wili
cmphasize enhancement of the basic abilities of government agencies to improve medical care,
education, and administration of justice, and it is necessary to enable FONCODES (Fondo
Nacional de Compensaciony Desarrollo Social) and PRONAA (Programa Nacional de Apoyo a
fa Alimentacion), which were established as transitional organizations, to intcgralc their activities
wilh the divisions that conduct continual measures, -

In terms of social expenditures, a trend of steady secovery and expansion has been scentin
recent years, and in budgeting, the rate of social expenditures increased from 5.0% of the total
government expenditures in 1991, 10 10.5% in 1993, 19.7% in 1994, 30.4% in 1995, and 37.8%
in 1996. This means that the rate to GDP expanded from 2.1% in 1991 fo 5.3%in 1996. Asto
the rates for social expenditure according to divisions, the rate for education was high, at 71 - 73%
from 1991 10 1993, but in 1996, it lowered to 52%, and the e\penditun, for medical carc was
about 24%. In contrast, other soctal expenditures have gradually been increasing, chafdmo the
social expenditure program to support the extremely poor, the largest program is being conducted
by FONCODLES, and its rate in the total was 17.36% in 1996. The rate for PRONAA was
7.51%, and that of milk supply was 8.91%

Furthermore, the Gavernment announced “antarget strate gy to eradicate absolute poverty”
in June 1996, and as to population measures, it announced a “basic population policy.” The
ideas showi in thesc are related 1o the basic polluy of social nweslmcnt and thcy arcreflected in
government budgeting.

The future long-term targets in poverly measures 'md socnal dcvclopmenl based on lhcsc
policics, are specifically as mentioned below. These targets attract attention in planning
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assisfance along with lhc new dcvelo;mlcnt strategy of OIFCD- DAC.

First, rcg,ardmgpoverly, the Government aims to dececase the number of extremely poor
people by 50%, from the present 4.5 million to 2.2 million, by 2000.

The major sbcial'dcyal(‘)p'ment targets are, first, in the cducational aspect, to lower the
illiteracy rate, which was 1 1% in 1991, to 7% by 2000, and 1o provide basic cducation to every
chitd; in the health aspect, to reduce the under 5 mortality rate fromthe present 55.5 per thousand
to 34 per thousand, by 2000, to decrease the maternal mortality rate from 261, out of 100,000
people, to 100, and to reduce the rate of small children suflering from malnutrition, from 48%to
34%. Thesc targets are deeply related 1o the population policy, and in this regard the
Governimient aims to teduce the birth rate from the present 3.7% 10 2.5%, by 2000. To achicve
this target, it is making strong elfotis to provide information on family planning and childbirth,

4. Actual State of Extreme Poverty and Its Mcasures
(1) Pove'rty map, poverty index, and measures for extreme poverty

The number of people suffering from oxtreme poverty in Pern has been cstimated
repeatedly, and the most recently announced government document gives this figure as 4.5
million (as mentioned above), which is 19% ofthe national population.  According to the price
base in April 1995 (the price level of Limacity), persons whose monthly speading does not reach
33 dollars arc defined as suflering fromextreme poverty, as this level of spending per month per
person is considered to be the minimum necessary to acquire food (o sustain adequate nutrition.
And 4.5 million people do not reach this level of spending. The number of people included in
overall poverty, which includes extreme poverty, is cstimated to be 11 million, which equals as
high a figure as 47% of the total population. Thosc in poverty, excluding extreme poverty,
number 6.5 mitlion, or 28% of the national population. “Poverly” is defined as monthly
spending per person of 67 dollars or [ess.

Persons whose monthly per-capita spending is 800 dollars or more are defined as belonging
to the high-income class, and they arc estimated to total 1.5 miltion, accounting for 5% of the
national population. Those whose monthly per-capita spending exceeds 100 dollars are
classified as being in the middle class {those who spend over 300 dollars are in the upper-middlc
class), and the middle class is estimated to total 3.5 million, or 15% of the total population.
Those who spend between 67 and 100 doltars are classified as being in the middle-low class; they
number 7.8 million and account for 33% of the total population.

Based on these standards, the Peesident’s Office preparced a detailed poverty map, andon
this map, there are 237 districts with high rates of poverty, and 207 districts that cach contain
5,000 or more people inextremepoverly. These 419 districts (25 districts arc overlapped) onthe
poverly map are considercd to be given high priority in national poverly mceasures.

The poverty map mentioned here is preseated in **3. Developmental Issues in Pert” of the
“Couniry Study Report for Japan’s Ofticial Development Assistance to the Republicof Peru.”
Before this, in Pers, F ONCOI)FS prepared a poverty map according to departiments
(dcpartamcntos) in 1993 This map indicatcs very poor deparlmcnts and poor departiments by
classifying living standards into four levels. Even within the same departments, the levels of
poverty are diversified; this is why the detailed poverty map was preparcd by the President’s
Office. .

— 95 —



The poverty indices used in the poverty map were calculated using the rate of children

suffering from chronic malautrition, the iltiteracy rate, the school attendance-absence rale, the
rate of homes with mcomplctc roofs, the rate of homes without water supply, ‘(he rate of homes
without sewcrage, the rate of homes without electricily, and other factors. The presence or
absence of education, housing, water supply, sewerage, clectricity, and so on is given a 50%
wcight, and chronic malnulnllon is gwenlhe remammg SO%“ clght as thclaucr mdlcalcs extrcme
poverly.. ' ‘ - - '
The poverty mdlccs Lalculated ihls way were I'in lhc San Ishidro d:stricl in l lma, whtch
is the richest area, and 36.4 in a'district of Ayacucho department (dcpartamento) whtch is'the
poorest. According 1o classification by the poverty mdlccs a valuc of 29 to 37 rcpn,senls the
extremely poor, from 21 to 29 represents the very poar, and from 14 to 21 represents the poor.
As mentioned carlier, there were about 237 districts whose povcﬂy mdlccs showed extreme
poverty.

‘The poverly cradicationstrategy that the Government, centercd on the PrcSIdent s Office,
is implementing to improve this poverty situation, is indicated in an OfTice document announced
in June, and it is also cited in the “Country Study Report for Japan’s Official Developmient
Assistance to the Republic of Peru.” And the twe major pillars of the strategy are mcasures for
priorily needs of the extremely poor, and the formation of a base to creale employment
opporlunitics and increase income, The former task is urgent, because the rate of people in
extreme poverty is highin Peru, and theirsituation isserious. Thal this isstrongly recognized by
the Peruvian Government is reflected in its target io reduce the number of poor pu)ple by 50%
by 2000.

Along with these urgent measurcs, steady cfforts must be made to bun!d a base to create
employment opportunities and increase incomes, because cnablmg the poor to actively
participate in productive activitics will lead to true solution of'the poverty problem. Therefore,
how 1o combine these two core poverly measures, and at what timing, constitute an important
1SSUC,

From this perspective, the following points atlract altention among measires indicated in
the document regarding poverty alleviation, issuedby the President’s Office in December 1996.
One point is a policy to establish conditions for the assured supply of foods for the poor,
through improving agricultural production and agricultural productivity. This policy aims to
sccure sufficient food supply in poor rural areas, and to productively improve the income level
of the poor through increased agricultural production. This policy is very important, because il
aims to simultancously achieve pmeﬁy measures and poor people S aclwc pasticipation in
productive aclivifies. : !

On the other hand, activation of medium-level cities is mehasued and itis also attracting
attention. Because medium-levet cilies play -a significant role in increasing «f:mplo}f ment and
income of the poor, priority is 1o be placed on investment in basic social infrastructure in such
cities. It is also explained that this measure aims (0 enable extremely poor peeple to participate
in cconomic activities in cities and their surrounding arcas and escape from poverly.

(2) Actual state of malnutrition and its me'asures
Needless to say, mainutrition and undernounshment ha\e various serious effects on

people’s lives. In particular, it interferes with the growth of children during their pcnod of
physical development, lowering their leaming abilitics and the efficacy of schooi education. Itis
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also known that undernourishmnt of women in their childbearing years affects their bearing of
children and “the babies born to them. Further, undernourishiment tends to tower fabor
produc(nvtly n productxon activitics.

The average caloric consumption of Pcruvnans nationwide, has been decreasing on the fong
term.. Specifically, caloric consumption per day per capita of population, which is calculated
from the total food supply, consisting of foods produced in Peru and imported foods, decreased
by 13%, froin 2,365 calories in 1969-1971, to 2,062 calorics in 1991-1993, which is below the
level FAO considers appropriate (93%).  Also, consumption of fat and protein decreased,
respectively, by 11%and 6% inthe above-mentioned 20-year period. Because these figures arc
for the national population, in view of the carlier-mentioned income disparity in Peru, the
seriousness of the undémourishment situation tn the poor and the extremely poor classes canbe
understood, asthe state of nutrition in individual houscholds is determined by their incomes and
food prices. And in:poor houscholds; the portion of food expenses out of total spending is
estimated to hch:ghcr than two-thirds (61.2% on average for the entire poor class, and 68.1% for
the extremely poor class; according to a 1994 survey), and the average of all households

nationwide was 49.4%.

Generally, undernourishmient of children can be confirmed by physical characteristics, such
as low height or tight weight in comparison with age. In Peru, the rate of children whose height
is low compared with age is 36.5%. The rate is 25.9% inurban arcas, and it is 53.4% in rurat areas,
clearty indicating that underourishment is more serious in rural arcas. Simitarly, the rates of
children whose weight is light in comparison with age are 10.8% nationwide in Peru, 6.4% in
urban areas, and 17.7% in rural areas. Further, children with significant malnutrition are
confirmed by their light weight in comparison with height, and in Peru the rates of such children
‘are 1.4% overall, 1.3%in urban areas, and 1.7% in rural arcas. Although the rate of children with
significant malnitrition is only 1.7% inrural areas, there is an urgent need to rescuc children from
this situation,

Low height in comparison with age is considered to be a fong-term effect of inadequate
nutritional intake from an carly age after birth. In Peru, the rates of children of low height in
comparison with age are 6.3% among children of age 5 months or younger, and 16.9% among
“children of age 6 to 11 months — and as children grow older the rates become higher: T hey are
33.1%forage | to 2,43.2% for age 2 to 3,45.4% for age 3 to 4, and for age 4 to 5 the rate is 48.8%,
accounting for almost half of all Peravian children of that age.

Recent research regarding school children’s height in Peru also confirmed that rural arcasin

particular have a high rate of chitdren of tow height. The highest rate was in Cajamarca, at 65%,
and high rates were also noted in the four departments of the Southern Sierra; Huancavelica
(72%), . Apurimac (69%), Ayacucho (64%), and Cusco (60%).
: As mentioned above, the Peruvian Government places importance on the issue of
undernourishment and malnutrition, and tackles this matter with priority, and it has made
‘considerable efforts in the past five years. In 1992 the Welfare Ministry and UNICEF jointly
implemented a program Lo éliminate a disorder causcd by iodine deficiency (IDD). For that
purpose, the Government abolished the monopoly of I:MSAL, agovernment-alfiliated company
that produces iodine-supplemented salt, and it supported improvement ofthe productivity of 50
small-scate local producers of suchsalt. PRONAA conducted aprogram to support the supply
of iodine-supplemented salt in rural areas, where iodine deficiency is serious, and it is also
strengthening publicity activities. So far, however, no nationwide program has been conducted to
improve iron-deficiency anemia or vitamin A deficiency.
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Prime Minister Pandolfi cmphasized anew ¢ffort to improve nutrition in his administrative
policy spcech in May 1996, and he clarificd the followmglargcts food assistance {0 600,000
children under age $ who sufter from malnutrition, the supply of 2.6 million breakfasts to poor
children in kindergarten and elementary school, the continuation of milk distribution movement
(vaso de leche movement), assistance to 14 ,000 feeding facilities run by citizen organu ations,
and food assistance for pregnant and nursing mothers.

5. Approach for Growth and Participation
(1) Basic perspective

As mentloncd carlier, it will be importam 10 unplcment a’ policy lhal aims to
simultancously achicve growth and participation, because the poor class will escape from
poverty through aggressive participation in production activities, in the medium or long term,
which will widely support Peru’s growth and further enable the poor to pammpalc in producimn
activilies.

It is necessary to study further the relevance bctwccn growih and parhc:p‘illon from this
vicwpoint, and to evaluate the possibilitics of a comprehensive approach, in order to
simultancously achicve the two targets, such as those mentioned in Fig. 1, with abasic framework
for considering “participatory dcvclopmem * indicated in Table 1.

Table 1 Basic Framework in. Consndenng “Participatory Deve!opment” ”°‘°

Retation with the Three Goods Conditions to enable | * Participating” parties
Government crganizational produced “participation” and opportunity equality
principles in an
€CONOINIC System L
Laws and systems Market (price Market goods |Reduction of market | Enhancement of
refated to market; stable | signals: profit {including failure due to oligopoly | capabilities of
cwrency, economic maximizaliosn, some public | and monopoly by participating economic
policy, etc. efficacy goods} eliminating patties (individuals,
maximization) participation bamers enterprises), securing of
S access to respective fador
markets (education,
small- and medium-size
enterprisé policies)
Decision-making Order (order / Public goods, | Securing of . Openness of the decision-

through the political
process (including the
case of planning at the

implementation by
laws and authorily)

market goods

pamupation in the
decision-making
process; democracy that

making process,
tranceparency and
information to the public;

center) enables substantial education

participation ' : :
Approval of atraditional | Cooperation, etc. * |Public goods, | Consolidation and Improvement of
/ common infonmal (bargaining, market goods | support of participatory | parlicipants’ capabilities
syslewn; respect toward | cooperalion, | (including non- | communities and -:n il '
civil organizations persuasion} market goods) | organizations

{Note } Difference in combination of three t)pes by nation
(1) Range of respective shares {(including differences in ov erall systems)

(2} Interrelation (interface, articulation, integration)
{3) Institutions and organizations for re:pccme types and their combmat:on

{Source) Akio Hosono, kcononmAwe-:t of Participatory Dev: c!opmem ~ Three Types of ['conomlc Sys!ems and

*Participatory Development’,” Journal of Juternational Development No. 2, Vol. 4, Dec. 1996, Graduate School
of International Cooperation, Kobe University o
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Fig. 1 A Comprehensive Approach to Achieving “Growth” and “Participation”
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Fig. | was prepared as an approach to consider how pammpatlon “could be rcallzcd under
an cconomic system to efTiciently conduct produutlon and distribution. :

First, importance of growih and cfficiency should bcf.mphasmd Without effective usage
of timited resources, the people will beconie vict lmlzcd and improvement of !lvmg cannot be
achicved. Therefore, it is necessary to pursug, as much as possrblc the sunuIlaneous
achievement -—apoqnmlmkagc -of “growth and efﬁcu.my and ¢ parl:cnpatxori Thc ldca is
like trying to achicve the positive linkage of “growth and cfficiency” and ‘the envlronment
aiming al cnvironmentally fncndly sustainable growth. In addition, as indicated in the “baslc
policy,” these is a strong positive tinkage among growth, cfficiency, distribution, ‘ and
participation in such fields as educational policy, policy to enhance capablhlles such as by
vocational (raining, and policy to promote small- and medium-size cntcrpnscs From the
viewpoint of cmphasizing “participation,” the above-mentioned policy is very’ lmponant and it
is considered as the basic policy to enable “parlicipation” in a marke{ mechanism.

As apolicy to further aclively cnable “participation, "“selcctm, pohcy canbe consldercd
It has a positive tinkage with distribution, but this is not |1cccssar|ly so with growth and
cllicicncy in the short term, and it can have a neutral or negative linkage with them. From the
perspective of “participation,” however, this policy could be very effective. An exampleis a
more aggressive and selective policy that would support affirmative action toward the socially
weak, such as women and the low-income class, and enable and promotu their participation by
making it more advantageous. Or, there can be apolicy to strengthen social security, by making
a safety net in advance for pcople who cannot survive in compcullon Anofher possnhlhly isa
sclective policy for promotion of development of regions that can be left’ behmd from
development if things are leftup to only the market mechanism. Such polxc:es result, in the long
lerm, in accumulation and participation of capable workers and human reseurces, through
promotion of “participation,” and so they might be considered to establisha positive linkage over
the long term. In the short term, however, these policies can lower economic efficiency.

In Malaysia, the Bumiputera policy, which favorably treats Malays, was implemented,
and this cnabled participation in abroad sense, and realized social and political stability. Ifsocial
stability is considered to be a condition for the realization of growth, this policy had a positive
linkage in the medium and long term. Furthermore, inthe long term, participation of Malays, who
used to be in a disadvantageous position, in the labor market resulted in securing and training of
work force, thus promoting progress of Malaysia.  In this way, the possmllny of great
contribution in the long term is high, even if economic efficiency might be lowered in the short
term.  Realization of these, however, requires establishing an transparent mechanism and
inslitutions, openness of information, high quality civil service, and momtonng ofthe efﬁcacy of
the policy. -

Diversified values, such as “efficiency, growth, distribution, parl'icipation and the
environment,” are targeted in respective socicties-- but, how, at what level, in \'\"hat'system, and
in what combination these values should be realized, constitute matters that each respective
socicly should define. Still, it should be clarified that these values can be smullancously achicved
to some degree, and the method can be Nexibly considered. Growth / cfficiency and dxsmbuuon

/ participation are not *“choose onc or the other” matters. However, there is the issue of sequence
whether they should be realized at the same time, or one after another. Also, it is necessary 1o
consider the term fength: short or long term, as well as the diversified combmatlons also
including the issuc of distribufion among generalions.
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(2) Poticies for “growth” and “participation”

Policics for “participation” have various specific issucs. Based on what has been
mentioned so far, important issucs among them are constdered here.

(i) 'Economic reform and* pammpahon

The Fujimori Administration has aggrcsswcly tackled cconomic reform, including
liberatization of trade and forcign investment, and domestic deregulation, in order to establish a
compeiitive market economy. In Peru, protective policy and regutations might be said to be the
foundation' for a small number of leading enterprisc groups to realize monopolistic rent.
Elimination of protection through cconomic reform is considered to be a condition to cnable
participation by new enterprises. It is also important to enable new participation by climinating
barricrs, such as through deregulation. It is necessary to recognize the important significance of
aseries of cconomic reforms for “participation.” Such cconomic reforms have a very positive
aspect for “participation” inthe sense of eliminating the “rent” of a small number ofpeople who
have vested interests. 1f that is all that is done, however, then another limited number of groups
may create an oligopolistic situation inthe market. There is apossibility that the end result may
just be a shift from state-run failure to market-system failure. In order to avoid this, it is
neecssary 1o establish laws related to monopolies, combined with trade liberalization, and to
implcment policies to promote new participation, as discussed below. It shoutd be necessary to
simultancously implement a policy that promotcs participation, policies for cducation and
small- and medium-size enterpriscs, as mentioned later, and other poticies that can enhance
people’s capability and enable them to participate, in the shift to a market cconomy.

(iiy Privatization and "participation”

'rom the viewpoint of “participation,” privatization is also an important issue. Many
public and national enterprises operate at a loss. Therefore, if deficits can be eliminated by
privatization, public revenugs can be increased, and accordingly soctal expenditures can be
increased. Elimination of deficit-operating national enterprises can result in efficient supply of
public goods, which is originally government’s task, and improvement of social welfare, as well
as realization of participation. However, there is still a possibility that privatization may not be
properly conducted, and specific groups may take control of the enterprises placed under private
management, thus creating oligopolies and monopolies.  Therefore, it is necessary {o
appropriately determine the regulatory framework of enterprise activities inthe ficlds concerned
afler privatization, (o establish laws, such as anti-monopoly law, and to strengthen the capability
of regulators. Efforts are also needed to distribute the transfer of ownership of national property
to as many people as possible, and to enable participation through various combinations of
privatization, In addition, effective usage of income obtained from privatization is important.

Also, the range of public goods provided by the pubtic enterprises must be fully studied.
For example, when medical care is placed under privatc managenient, it should not occur that the
new medical system is inaccessible for the poor. This issuc is deeply related to “participalion.”

(i) "Parlicipatioh" and small- and medium-size enlerprise policy

It is necessary te study the small- and medium-size enterprise policy from the viewpoint of
simultancous achicvement of “growth” and “participation.” In the past, enough consideration
was not necessarily given to the importance of small- and medium-size enterprises from this
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viewpoint. For example, in the “The East Asian Mirack,” study ngarding'thir role is very
short. Although the ¢fficacy of small- and medium-size cnterpnscs in expanding employment
has come to be emphasized, the policy for those enterpriscs is taken up just as a measure to
prevent complaints by letting them share the results of dcvc!opmcm and it is discussed in line
with the policics of agrarian reform and the supply of housing for workers.

However, the small- and mediim-size cmerpnse poilcy 'ihould rather be consulcud very.
beneficial for growth and apolicy that enables “participation.” The above-mentioned study by
the World Bank says, “Rapid growih of Jabor-intensive manufacturing in small- and medium-size
enterprises absorbed large number of workers, reducing unemployment ‘and attracting rural
fabor.” Small- and medium-size enterprises have at least four major roles. The first is to create
employment. The second is to produce an external cconomy -that is extrémely important as
supporting industry for major caterprises, The third is to resull.in promotion of local areas
irough local industries in particutar, Fourth, there is apossibility of the appearance of. assertive,
innovative enterprises from among small- and medium-siz¢ enterprises, such as HONDA and
SONY in Japan. Therefore, the roles of small- and medium-size enterprises arc conmdcrcd very
important also in the sensc of simultaneous achievement of “growth” and ¢ parllcnpallon

The Inter-Amcrican Development Bank (IDB) strongly set out the viewpoint of
cmphasizing small- and medium-size enterprises recently. A’ seminar regarding promohon of
small- and medium-size enterpriscs was conducted in Guadalajara under sponsorship by JDB,
and the document presented by 1DB at the seminar states as follows: “Compared with Asia,
Latin America segarded small- and medium-size enterprises much more lightly, so their
participation is low. Amongnewly industrializing countries in Fast Asia, the share of small-and
medium-size enterprises in the production structure exceeds 50% in the numbu of workers, and
it is also as high as 25 to 40% in value added. Their participation in Latin America are much
lower, and the share inemployment is one-third to one-fifth of the total, and it is one-seventh to
one-third in valuc added. These rates are based on study of various countrics, such as Chile, Peru,
Mexico, and Argentina.”

These facts tell how the small- and medium-size enterprise policy has been insufficient in
Latin America. One of the fundamental causes is inaccessibility of small- and medium-size
enterprises {o factor markets. They are in a disadvantageous posmon in the access to finance,
skilled workers and information. -

Another characteristics of the Latin America region is the existence of a larg.. mtormal
sector, in contrast to the relatively. tow participation of formal small- and medium-size
caterprises, and Peru is a typical example. The informal sector has not been able to fully join
small- and medium-size enterprises, and comprehensive “participatory” development has been
hindered. From the above, it can be easily understoed how important a smali- and medium-size
cnterprise policy is in order to simultancously achieve “participation” and “growth.”
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