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0. Summary
This Project was implemented for the purpose of increasing the agricultural productivity in Peru’s

Sierra where poverty is prevalent while trying to ensure environmental conservation. This purpose was
consistent with the development policies of the Government of Peru and there was an urgent need for
this type of project to be implemented in Peru. It also conformed to Japan’s ODA policy and its overall
relevance was high. Only 84% of the project budget was executed, partly because of the suspended
disbursement of the Japanese ODA loan and the output in terms of irrigation facilities did not reach the
original target. On the other hand, because of the extension of the loan period to accommodate the
longer implementation period than planned, the efficiency of the Project is evaluated to be fair.

In total, some 48,000 households in 1,683 villages benefited from the Project. Some positive
impacts have been made on the economic activities and daily lives of the benefited farming
households through improved levels of environmental conservation and agricultural productivity. As
the achievement rate of the planned target of the Project in terms of the area coverage is estimated to
be 70 — 80%, the effectiveness of the Project is judged to be fair. There is some concern regarding
future funding for the executing agency and the sustainability of communal fund management as well
as tree seedling production by the farmers who benefited from the Project. While, although the
maintenance situation of the newly constructed facilities is not perfect, their functions are generally
sustained. Based on the above findings, sustainability of the Project is fair. In light of the abovgthe

Project is evaluated to be partially satisfactory.
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1.1 Background

The Sierra in Peru which accounts for 30% of theional land area receives rainfall
predominantly in a three month period, making #rellvulnerable to landslides, debris flows and loss
of the top soil in these months. Over a period ahynthousand years, the indigenous people of Peru
developed terraces covering some 1 million haedgsslopes and utilised complex irrigation systems
to farm in the Sierra. However, these traditiondlls were lost during and after the Spanish rule
(1532 - 1821) and many of these terraces were albpaadd In more recent years, the increase of the
population resulted in the expansion of farmlandtbiting down trees, resulting in a vicious cycle o
soil loss, depletion of water resources and dewiragricultural productivity. Consequently, farming
communities in the Sierra were impoverished andymaral inhabitants who could no longer sustain
their lives through agriculture moved to urban aram the 1950's to the 1980's. In the 1990's, the
remaining farmers were engaged in traditional esitenfarming in isolated settlements along the
steep terrain amidst a harsh natural environmemé. groductivity was low and poverty was both
severe and widespread.

In 1981, the Government of Peru established théc®fbf the National Programme for Water
Resources and Soil Conservation (EI Programa Natida Manejo de Cuencas Hidrograficas y
Conservacion de Suelos: PRONAMACHCS) under the $ftiniof Agriculture for the purposes of
improving agricultural productivity and conservatiof the natural environment in the poverty-
stricken Sierra. The PRONAMACHCS was primarily egeg in the promotion of soil conservation
through terracing, and, since 1997 with the assigt®f the World Bank, the scope of its activiies
expanded to invest in soil conservation, smalleséalgation and reforestation projects as weltas
strengthen farmers’ organizations and PRONAMACH@Saicomprehensive and intensive manner
while encouraging the active participation of lotaimers’ In November of the same year, the JICA
(former OECF) offered an ODA loan of 5,677 milligan, targeting different areas from those of the
World Bank, under the Sierra - Natural Resourcesxddament and Poverty Alleviation Project
(hereinafter referred as “the Project”). Two yedater in 1999, Phase 2 of the Project was
implemented, followed by Phase 3 (the subject ©f #x-post evaluation) in 2000. Meanwhile, the
PRONAMACHCS was integrated in 2008 to the AgrictdtuProductivity Development Program
(Programa de Desarrollo Productivo Agrario Rural; hereinafter referred to as the “AGRORURAL”), a
newly established body in the Ministry of Agricuiu

1 As of 1995, 10.5 million, accounting for nearly fhaf Peru's population, were classified as poorlevhivo-thirds of the
population in the Sierra were classified as poalf, &f which were classified as extremely pooiitéHacy rate of more than
40%, school enrolment rate of less than 60%, saygecaverage of 1 - 17%, water supply coverage of3%%, infant
mortality rate of 111 — 170 in 1,000 and agricwdtypopulation rate of 44 — 86%).

2 n April 1997, the World Bank offered US$ 51 milliamder the Sierra - Natural Resources ManagemenPandrty
Alleviation Project (P042442). This was an investinproject with a consistent project period of fiyears targeting
specified small watersheds and aiming at makinglldarmers develop the capacity in this period tanage their
agricultural production activities by themselves.



1.2 Project Outline

The Project aimed at conserving soil, forests aatemresources along with improvement of the
agricultural productivity through investment in Isaionservation facilitie3, irrigation facilities,
reforestation to ensure the productive and sudikenatilisation of natural resources in the Siesfa
Peru, thereby contributing to poverty alleviatiarthe said area.

Approved Loan Amount/ 5,588 million yen/
Disbursed Loan Amount 4,516 million yen

Exchange of Notes/ September, 2000/
Loan Agreement September, 2000

Terms and Conditions Main Loans

Interest Rate: 1.7%
Repayment Period: 25 years
Grace Period: 7 years
Procurement: General Untied

Consulting Service
Interest Rate: 0.75%
Repayment Period: 40 years
Grace Period: 10 years
Procurement: Bilateral Tied

Borrower/Executing Agency AGRORURAL (former PRONAMACS) of the Ministry,
of Agriculture
Final Disbursement October, 2009

Main Contractor (Over 1 billion yen)| None

Consultant (Over 100 million yen) Nippon Koei (dap

Related Studies None

Related Projects Sierra - Natural Resources Manageamd Poverty
Alleviation Project (1997)

Sierra - Natural Resources Management and Poverty
Alleviation Project (1) (1999)

2. Outline of the Evaluation Study
2.1 External Evaluator

Hajime Sonoda (Global Group 21 Japan, Inc.)

2.2 Duration of Evaluation Study
The ex-post evaluation study for the Project waglooted over the following period.
Duration of the Study : October, 2011 to Septemb@t 2
Duration of the Field Study :  f@November to 18 December, 2011
18" to 25" April, 2012

3 During the project period, facilities to preventl gwosion at sloping land and facilities to encge the efficient infiltration
of rainwater into the ground to increase the sailsture level were constructed among others byl faceners who were to
benefit from these facilities. See 3.4.1 for furttetails.
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2.3 Constraints to the Evaluation Study

The target area of the Project covered 13 regioatesed throughout the Sierra of Peru. For this
ex-post evaluation, as no information on the progtects generally applicable to all of the projec
sites was obtained, the overall project effectseweferred based on the case studies (involviregy sit
visits and a beneficiary survey involving 256 hdudds in 13 villages) in four small watersheds
located in the Ancash and Puno Regibaad interviews with executing agency staff. At timee of
project approval, adequate indicators or targatesto quantify the project effectiveness (in teahs
the environmental conservation effect and proditgtimprovement effect) were not set. Quantitative
judgement was, therefore, attempted by the presealuiation using only the size of the land area
where tangible project effects emerged.

3. Evaluation Results Overall Rating: C°)
3.1 Relevance (Rating:®°)

3.1.1 Relevance with the Development Plan of Peru

The Second Fujimori Administration (1995 — 2000}ta time of the project appraisal identified
poverty alleviation as an issue of the highestrjiyicand aimed at maintaining the social welfare
expenditure at least 40% of the annual governmedgét. The Humala Administration inaugurated in
July, 2011 also placed emphasis on poverty alliewviatt plans to increase the level of taxationtiom
mining sector with a view to allocating tax reveninem this source to the funding of poverty
alleviation measures so that economic growth anthsdevelopment go hand-in-hand.

The medium-term agricultural development plahPeru identifies three priority targets: incregs
international competitiveness of Peru’s agricultsector, sustainable utilisation of natural resesr
and promotion of the use of various inputs andisesvfor agricultural production. It sets out a
number of measures along with five policy axes @vaesources management, promotion of agri-
businesses, improved hygiene control and safeaga€ultural products, improved technical skills of
producers and management/conservation of foresuress and natural flora). The plan lists the
strengthening of irrigation organizations, refoadisih and soil conservation as tasks for water
resources management in the Sierra. The operatiiciglgnes prepared when the AGRORURAL was
established in 2008 did not clearly specify supfortthe extremely poor and the conservation of
natural resources, including soil conservation egfdrestation, in its policy menu. However, it is
planned that the new guidelines to be adopted #fterevision in 2012 by the AGRORURAL wiill
include clear reference to the need for supportiferextremely poor and the conservation of natural
resources in the revised policy menu.

* The beneficiary survey involved one workshop whighs attended by representatives of the executimmncygand
benefitting farmers in each small watershed whiterviews were conducted with the village head septesentative of
benefitting farmers. In addition, a household gioesiaire survey was conducted with 171 benefittiogseholds and 85
non-benefitting households.

°A: Highly Satisfactory, B: Satisfactorg: Partially SatisfactoryD: Unsatisfactory

® ®: High, @ Fair, D Low

"Plan Estategico Multianual del Sector Agricultufd2 - 2016
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The Project, which aimed at improving agricultupabductivity in the poverty-stricken Sierra of
Peru while attempting to enhance environmental emagion, was consistent with the important
policy issue of Peru from the time of its initigdgaisal to the time of its ex-post evaluation.

3.1.2 Relevance with the Development Needs of Peru

According to data compiled by the National Insetutf Statistics and Information of Peru, the
poverty ratio in rural areas of the Sierra fellfr@6% in 2004 to 66% in 2009 but was still highert
that of the coastal area (41%) and the Amazon5a%). Both the income per household in rural areas
of the Sierra of some 91% of the national averag&iD9 and the agricultural income of some 89% of
the national average in 2010 were lower than tlodsee coastal area and the Amazon area. There are
still many inclined areas experiencing continuooi$ erosion even today, and the expansion of stock
farming has increased the pressure for environrhdagradation in some areas. As described in 1.1 —
Background, improvement of the agricultural produtt while ensuring environmental conservation
iIs a major challenge for the poverty-stricken Siemaking the implementation of the present Project
highly necessary. The Project was implemented g Iprriority areas from the viewpoint of poverty
alleviation and environmental conservation in thdstricts classified as below the extremely poor
level in the Sierra but not included in the Worldr& project or the preceding two yen loan projects.

The overall picture of the Sierra is that while edy has been decreasing, the local poverty ratio i
still high when compared with other parts of Pdieanwhile, the level of agricultural income is low
and environmental conservation is essential in $ierra, indicating that there is still a strong
development need for projects similar to the preBeoject.

3.1.3 Relevance with Japan’s ODA Policy

Having highly evaluated the reform efforts of thgifori Administration to achieve sustainable
growth and poverty eradication in the 1990’s, Japatively provided ODA to match the diverse
development needs of Peru while keeping the naeithéobetter quality and quantity of ODA in mind.
The JICAs Country Assistance Programme for Pef00Q2 identified four priority areas for Japanese
assistance, i.e. poverty alleviation, social seas®istance, economic infrastructure developmeat an
environmental conservation. The Project did, theeefconform to Japan’s ODA policy.

Based on these observations, this Project hasligkly relevant with the country’s development
plan, development needs, as well as Japan’s ODiBypdherefore its relevance is high.



Slow formation terrace (Puno) Irrigation channAihcash)

Tree nursery (Ancash) Pine plantation (Ancash)

(*) Taken from the web-sites of AGRORURAL. Othersre provided by the Evaluator.



3.2 Effectivenes§ (Rating: @)
3.2.1 Quantitative Effects

The Project was implemented for the purpose of ewigg the natural environment, including soil,
forests and water resources, and improving thecalguiral productivity. At the time of the appraisal
the Project was expected to benefit some 48,908dmmlds in 1,060 villages through the achievement
of its purpose. In reality, positive effects weregquced for some 48,000 households in 1,683 vidlage
as described belown addition to the data described above, no dada ¢an represent the overall
effects of the entire Project has been obtained.

(1) Environmental Conservation Effect

The environmental conservation effect of the Proje@xpected in an area of some 90,008 ha
due to the work outlined below. This figure représesome 93% of the originally planned figure of
97,000 ha.

® Construction of soil conservation works at ineli farmland (50,888 ha)

» Slow formation terraces (29,033 ha): Low stoneastheridges are created on gently sloping
land. Utilising the natural phenomenon of the toj Iseing slowly carried downwards on the
slope by runoff water, terraces are eventually Emnover a period of 5 — 10 years,
substantially reducing the amount of soil loss. Witee eroded soil fills up to the top of the
ridge after several years, second and third riggescreated on top of the previous ridge to
develop flat terraces in the end.

» Adsorption terraces (4,120 ha): These terracesraaed on steep slopes with a gradient of
30% or more using narrowly spaced stone walls, stihstantially reducing the soil loss from
such slope&’

» Infiltration ditches (17,735 ha): Flat ditches digy along the contour lines on gentle or steep
slopes to reduce the loss of top soil while enagingathe infiltration of runoff water into the

Sub-rating for Effectiveness is to be put with ddegtion of Impact

At the time of the appraisal, no appropriate quatitie indicators were established to quantify ¢fffectiveness of the

Project. For the present evaluation, areas in whisitive effects have emerged are used for quadintt judgement of

the effectiveness.

Although it would be necessary to consider thesaafaoil conservation works and reforestation ddoyelocal farmers

since the completion of Project and the total sifehe areas where soil conservation works havebeen properly

maintained, it was practically impossible to actelsaestimate the sizes of these areas. These areawot, therefore,
considered in the present evaluation.

" The size of the planned area is the total of thamed area for soil conservation work (5,300 hadgorption terraces,
21,200 ha of slow formation terraces and 31,8006fhafiltration ditches) and the planned reforestatarea (38,690 ha)
(see Table 1). For reforestation, only areas ofipeveated plantations were considered, not conisigereas subject to
forest management (replanting one year after Ingianting, irrigation and other) or forest profeat (construction of
protective fencing at existing plantations and gthe

12 \while adsorption terraces offer excellent soil @mation and productivity improvement effects, tlaeg quite expensive

to construct and are unsuitable for cultivatiomgsdxen. Because of these drawbacks, their populzegan to wane in

the 1990’s.
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ground to increase the soil moisture and to replerthe groundwater with a view to
facilitating the growth of trees and crops at thedr end of the slopes and beydhd.

Reforestation (38,884 ha)

» Small to medium size forests (plantations) wereate@ on common as well as private land.
Planting was also conducted along terrace or @ilatd boundaries to create hedges. While
many of these newly created plantations are dektioebecome production forests of such
exotic species as eucalyptus and pine, there arne smses of conservation forests being
created in water source areas and areas suffeangtieavy soil erosion. It has been reported
that 38,884 ha of land were planted under the Brojdowever, this figure includes the
converted figure of the number of seedlings plaimtecteate hedges to the atéa.

(2) Productivity Improvement Effect

The productivity improvement effect of the Projéestexpected to emerge over an area of some

70,400 ha due to the following reasons. This figapresents some 60% of the originally planned

117,000 ha and is primarily the result of the mimier achievement in construction of irrigation

facilities than planned due to the suspended digloent of the Japanese ODA loan (further details

are given in 3.4.2- Inputs)

O)

Area of farmland where the productivity is expeécte improve due to soil conservation works
(50,888 ha: It is assumed that the productivityl wiprove in the entire area where soil
conservation works have been newly constructed.)

Area of farmland where the productivity is expectdo improve due to the
improvement/introduction of irrigation facilitied 9,400 ha: It is assumed that the productivity
will improve at 85% of the 22,800 ha due to the meigation facilities.}’
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According to a study conducted by the AGRORURAL @12, infiltration ditches have the effect of halyithe volume
of soil loss.

The number of seedlings used for live hedges,igtmonverted to the standard plantation size whensame number of
seedlings is planted.

The size of the planned area is the total oflaaned area for soil conservation (see Footnox@dd the subject area for
irrigation (22,800 ha). The degree of productivitypprovement is not considered here because (idlegant target value
was not set at the time of appraisal and (ii) daepresentative values (baseline data and acustgroject data) for the
entire project were unavailable.

Under the Project, benefitting farmers receiveddsesf improved potato and grass varieties (intrtidncof improved
crops and grass), resulting in a substantial pribdtycimprovement. However, as the target siteseMarmland where
soil conservation measures had been introducedyréas planted with improved grass and crops armcladed to avoid
duplication. It is also necessary to consider ttel tsize of the areas of soil conservation workd geforestation which
have been added by local farmers since the coroplaif the Project and the total size of the areaera soil
conservation works have not been properly maintaimeler normal conditions. However, it was pradifagapossible to
accurately estimate the size of these areas. Hreas are not, therefore, considered in the presahiation.

Based on a study on a similar project of the WorlshkBahe actual area served by operating irrigafewilities is
assumed to be 85% of the planned service area.



Based on the above, the productivity improvemeuwt @mvironmental conservation effects of the
Project will emerge over an area of some 160,0007&% of the originally planned some 210,000 ha.

3.2.2 Qualitative Effects
The field visits and surveys conducted in four $malersheds in Puno and Ancash confirmed the
following project effects.

» Half of the soil conservation works were constrdate commonly owned farmland while the other
half were constructed on private land. Some 15%riehte land had new soil conservation works.
While 44% of the benefitting farmers found the saihservation works to be very useful, primarily
because of better crop growth due to reduced esd &nd better water retention of the soil, 16%
found them to be useful for the same reasons. Tilecenservation effect of the new soll
conservation works has been maintained at more @986 of the served areas and the land is
utilised for farming or stock raising. Meanwhilegnse 30 — 40% of the infiltration ditches
constructed on commonly owned farmland have lost phatheir function due to insufficient
communal maintenance work. The field visits discedecases where the first stage of a slow
formation terrace had been completed to allow eaiiibn on the terrace, cases where the growth of
grass had improved on the land situation belownéiliration ditch and cases where the volume of
spring water had become steady.

» 60% of the beneficiaries actually received seedtpes, etc. of improved varieties and their crop
yields have much increased compared to those afecdional varieties. Improved grass has led to
an increase of the grass production volume. Togetlin an increased number and improved
breeds of caws (not part of the Project), the pcodn volume of milk has much increased.

» Half of the reforestation was conducted at commamyed land while the remaining half was
conducted at private land. The average reforestaioa was some 37 ha per village or some 2 ha
per benefitting farmer. 80% of these plantatioms ai the development of production forests using
such exotic species as eucalyptus and pine (predorhy eucalyptus). Because of the strong
demand for timber, etc., eucalyptus is preferreil e@n be harvested several times over a period of
20 years through regeneration by sprouting. Thédtipeseffect of frost damage prevention as a
result of an improved micro-climate was reportego5and 17% of the beneficiaries evaluated the
reforestation work as “very useful” and “useful’spectively. The number of tree seedlings planted
by the beneficiaries of the Project in the lastyg@rs is four times more than the number of tree
seedlings planted by non-beneficiaries and the finégsiges possess three times more trees today
than non-beneficiaries.

» While most of the tree nurseries are still in operaand producing seedlings, their actual
production volume has dropped to 50 — 70% of tHenae produced in the project period. Since
the completion of the Project, the production ratidocal species of which the seeds are easier to
obtain has increased.



» As far as the increase and stabilisation of thécalural productivity and production volume are
concerned, an increase and stabilization of thelymtvity and production volume of the main
crops, primarily potatoes, and grass has beenwdepresumably due to the reduced level of sail
loss and retention of soil moisture by the soil seymation works, frost damage mitigation by
planted trees and hedd®and introduction of improved varieties.

> Irrigation has greatly contributed to improving theoductivity of crops and grass. The use of
irrigation water has boosted the productivity irmse of potatoes by more than 50%. There are
cases where intercropping has become viable. Thaleo the case of the cultivation of grass using
an improved variety.

» Examples of the Project’'s support for women’s qurise initiatives include the production and
marketing of seed potatoes of a certified improvadety and the production and marketing of
such dairy products as cheese and yoghurt. Guidaaseprovided on the culture of cuy and the
production of handicrafts but has not yet produaegd successful businességhus, the effect to
local farmers’ income is limited.

The degree of the actual manifestation of theseceffvaries depending on the natural conditions
and other factors in each locality. The findingstloé field survey suggest that the expected effects
have generally been achieved. The Project involvexodel project (micro-watershed management)
under which large amounts of inputs in terms ofigturaining and strengthening of organizations
were made in three specified micro-watersheds. & bgtensive efforts appear to have produced such
good results as the formation of project contertilware better suited to the local natural conds;j
higher levels of knowledge, skills and motivationang farmers and energetic farmers’ organizations.

3.3 Impacts
3.3.1 Intended Impacts
(1) Impacts on Poverty Alleviation

The Project was expected to contribute to increaseodme and poverty alleviation among the
benefitting farmers, and reduction of the migratidriarmers to urban areas. The findings of thilfie
visit and the household survey indicate the folloywelevant impacts.

18 Compared to non-benefitting farmers, benefittingniars experienced 10 — 20% less frost damage topb&itoes.

19 Cuy is a type of rodent (guinea pig), the meat ofctvhis eaten in the Andes. The breeding of suclemtxlis often
difficult in Puno because of its unfavourable colinate. Another example of a less successful gitemas the plant
dyeing of alpaca wool as a type of handicraft hetlack of marketing outlets made continued pradadgmpossible.
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Production and sale of improved seed potathrsgsh) Plant dyed alpaca wool (Puno)

» The agricultural and livestock production volumesvdn increased and become steady. The
contribution of the newly introduced improved v#éige is particularly evident. However,
agriculture and livestock farming in the Sierra at#l subject to various constraints such as
insufficient water supply, use of improved varistend crop diversification, damage by diseases
and pests and an unfavourable climate, etc., andwérall situation has not changed much.

» The benefitting farming households have slightlgré@msed their dependence on agriculture and
stock farming for their livelihood compared to then-benefitting farming households. One
example is the substantial increase of stock fagnim Puno where the benefitting farming
households possess more cows of an improved vatiety

» The ratio of marketed agricultural products amadmg benefitting farming households is higher
than that of the non-benefitting farming householdee actual figures based on weight are 51%
(35% in the case of non-benefitting farming housd$jofor potatoes and 49% (30% in the case
of non-benefitting farming households) for barley.

» Reforestation has made it easier for local resgdenbe self-sufficient in regard to the supply of
firewood and timber.

» The understanding of such resources managemenbdse#is soil conservation and reforestation
and their importance has greatly improved amonglloesidents. Some benefitting farmers have
started to construct soil conservation works anplaot seedlings on a self-help basis in order to
continue the activities introduced under the Ptojec

» The soil conservation committee had accumulatederdampce of joint work, boosting the
confidence of local farmers.

20 It is considered that the Project had indirect contribution to this change through introduction of improved grass and
trainings on cattle raising, while the improvement of caw was not made through the Project.
2L Refer section 3.4.1 Output.
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»  While the income of the benefitting farmers hageased by 30 — 40% in 10 years, there is no
significant difference between the benefitting farsand non-benefitting farmers in terms of the
increase rate.

» No confirmation has been made by the present etiatuaf a decline of the population outflow
from rural areas to urban areas for seasonal ong@ent work.

» The main areas of contribution by the Project asgeed by the beneficiaries are listed below
(ratio of beneficiaries acknowledging important tiutions).

- Increase of forest areas and forest trees (73%)

- Increase of joint work and mutual help amongagéirs (61%)

- Enrichment of water regime in general and inaeeafssoil moisture (43%)
- Decrease of sail erosion (32%)

- Increased agricultural production (27%)

- Increased sales to the agricultural market (27%)

There are villages in the Sierra which receive lyaashy support from the local government or
NGOs and where the AGRORURAL is the only body pidowj direct support for farmers. The
activities under the Project and those by the AGRBRL are truly significant for these villages.
However, as the activities of the AGRORURAI prinhafiocus on soil conservation, irrigation and
reforestation, they only meet part of the diverseds of local farmers. To enable these farmergto b
fully self-reliant, continuous as well as broad pop is deemed to be essential, enlisting the
collaboration of local governments and other goremnt organizations. The poverty ratio in the Sierra
has been showing a declining trend in recent ybarsio data is available to estimate the degree of
contribution by the Project in this regafd.

(2) Impacts on Conservation of the Natural Environment

It was expected that the Project contributes tesepration of natural environment in the Sierra
through soil conservation and reforestation. TheRERURAL has been implementing such activities
in small watersheds over a period of 20 years,tipeli contributing to the change of the natural
landscape by conserving and increasing vegetafiofield visit to these watersheds revealed such
landscapes as a series of reforestation sitestgpiams) by the AGRORURAL over the hillsides as
well as peak areas (Ancash) and scattered reftiogstsites by the AGRORURAL over vast bare
hillsides (Puno). In fact, areas where trees wéaeted in 13 regions targeted by the Project adcoun
for 35% of the gross reforestation area from 2@02009.

2 According to the National Institute of Statistioedanformation, the national poverty ratio fell ino49% in 2004 to 35%
in 2009. During the same period, the poverty ratithe Sierra fell from 76% to 66%. This figure Wever, was higher
than those of the coastal area (41%) and the Am&t). In 2009, some 10 million people were cldias poor in
Peru, half of whom lived in the Sierra. No datatoends of poverty ratio by districts targeted b tAroject were
obtained.
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Apart from reforestation work of which the contrilmim to the conservation of the natural
environment is apparent, the benefitting farmengeh@ported other positive effects of the Project-
related activities. These effects include a dectinsoil erosion due to soil conservation works and
improved conservation of the natural environmerg tlu the retention of water in the soil, in turn
resulting from infiltration ditches. However, thase study data indicates that the newly conserved
area by the Project is less than 10% of the totad af these watersheds. These figures suggeshéat
Project produced only limited impacts on the coveton of the natural environment in these small
watersheds.

Site not yet planted (Puno) Planting of eucalymug steep slope (Puno)

3.3.2 Other Impacts

While small warehouses, etc. were constructed fipat tree nursery operations, all of the
required land was offered by the benefiting farnfezs of charge. Due to the fact that the actisitie
under the Project are in small scale and aimedrdarving natural environment, negative impacts on
theenvironment and other negative impacts, such as the forcettiesient of local residents were not
observed.

Based on the above results, it is concluded th&ioeeffects on environmental conservation and
increased productivity is observed. Their expaeseled some 76% of the planned quantities. As no
significant impacts were observed in terms of ptyvalleviation and environmental conservation, the
overall effectiveness and impacts of the Projeefjadged to be fair.

3.4 Efficiency (Rating:®)
3.4.1 Outputs
(1) Target Areas and Target Villages
The initial scope of the Project covered 173 swallersheds in nine regions but was expanded to
cover 243 small watersheds in 13 regions becauedbllowing reasons.
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« Following the completion of the loan disbursememtthe Phase | Project which had been dogged
by persistent delays, four target districts of Biese | Project were added to the Phase Il Project
so that hitherto unavailable support for thesesaceald be achieved.

* New small watersheds were added to the existirgetaegions to rehabilitate damaged irrigation
facilities in those areas hit by an earthquake uiguést, 2007.

(2) Planning and Implementation Processes

Through the work of the extension officers basetbedl offices of the AGRORURAL, farmers’
organizations (such as soil conservation committae$orestation committees and irrigation
committees) are formed in each target village ie dourse. In many villages, part of the local fasme
in the village joins these organizations to becdraacficiaries of the Project. The AGRORURAL
organizes various types of training for the berniafies. The AGRORURAL and farmers’
organizations jointly examine the project budgethhical issues and requests of farmers while
referring to the results of the resources diagnsgigey conducted by the AGRORURAL. They also
prepare an annual project implementation plan. Figgect provides materials (tools and materials)
required for the construction of various facilitiegeeds of improved crops and tree seeds and the
farmers provide labour free of charge. Extensioficefs visit the villages once or twice a week
throughout the project period to provide advice gaidlance covering the wide contents of the Project

(3) Outline of Project Outputs

The target figures of the Project plan at the tohappraisal were the result of inference based on
the performance of previous phases. As such, theyotinecessarily correspond to the actual outputs
individually planned to reflect the concrete redses local farmers in each villae

The implementation areas for the construction whtaes for the purposes of soil conservation and
reforestation as a component of forest developwent determined depending on the labour input of
farmers as these activities were voluntarily coneldidy the benefitting farmers who used tools and
seeds provided by the Executing Agency. The sugperd loan disbursement for 30 months from
November, 2003 which was the third year of the &bgaused under-spending (84% on a yen base)
of the project budget. This suspension createdtumt&in where small-scale irrigation and other
components requiring several years of planning emdstruction could not achieve the planned
quantities. Meanwhile, in the case of some comp@nesuch as soil conservation and forest
development, of which the performance depends enlahour input of farmers, the actual results
exceeded the planned quantities. Table 1 complaegslanned quantity with the achieved quantity for
each type of output.

The main reasons for the discrepancy between dmnpt and actual figures for various outputs
are listed below.

2 1 this comparison, the plan at the time of ajgalds considered to be an original plan. The pfan each village
prepared after the commencement of the Projechaisbtained.
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Compared to absorption terraces and infiltratidorais, the demands of farmers for slow formation
terraces and the introduction of improved grasselsas improved crops were stronger because of
() the relatively small labour input required barihers and (ii) better prospects of improved

productivity.

The number of tree nurseries exceeded the planigedefbecause of villages in additionally
targeted areas.

The production quantity of seedlings far exceedes glanned figure because of a nationwide
reforestation campaign which started in 2006.

Small-scale irrigation was hardly implemented ul06 because of financial constraints (as
described later). Even when the work restartedattteal performance was far below the planned
level because of the necessity for fresh surveys tonstraints and other reasons. Half of the
budget earmarked for this component was actuabiyl disr the rehabilitation of irrigation facilities
in disaster-hit areas because of its urgency.

Of the small-scale irrigation components, pressdrisrigation (with sprinklers) was introduced at
many more sites than planned because its high wtisation efficiency led to a strong demand
for this system by farmers.

Several types of equipment were additionally predidincluding PCs and related equipment to
improve the work efficiency of the Executing Agenagd various instruments to improve the
quality of the Project at the village level.

Participatory planting operations (Ancash, photawides by AGRORURAL)
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Table 1 Main Project Outputs (Original and Acjual

Components Original Actual Remark
Soil conservation 77,118 ha 83,501 ha| * Terraces: See3.2.1(1) andFootnotes 12.
« Absorption terraces 5,300 ha 4,120 ha Planting is often conducted along the contours
+ Slow formation terraces 21,200 ha| 29,033 ha| of terraces for the purpose of ground
« Infiltration ditches 31800 ha| 17.735ha| reinforcement, frost protection and/or wind
. : : ' ' breaking.

Igrzt:tsllatlon of improved 12,190 ha 17,424 ha « Infiltration ditches: See 3.2.1(1) and Footnote

. . 13.

« Installation of improved 6,628 ha 15,189 ha

« Installation of improved grass and improved
crops crops: Improved varieties of potatoes, maize,

grass and others are introduced at farmland
where terraces and/or infiltration ditches have
been newly constructed with a view to
improving both the vegetation and

productivity

Small-scale irrigation * Irrigation channels: Gravity irrigation

« Construction/improvement | 628 km 264 km | conducted using some 40 cm wide concrete

of irrigation channels channels. ) )

« Pressurized irrigation 9 sites 60 sites | * Pressurized irrigation (sprinklers): Water s

(sprinklers) conducted to farmland through pipes for

« Construction/improvement 264 sites 28 sites Irrgation using mobile sprmklers. The water

_ utilisation efficiency of this system is higher
of reservoirs _ _ than reliance on irrigation channels.

* Multi-purpose water supply| 131 sites 31sites| . Multi-purpose water supply facilities: These

* Small-scale dams 24 sites Osites| are designed to distribute water for irrigation

» Special irrigation structures 102 sites 0 sites household use and anim:;

Forestry development * Tree rurseries: Seedlings of local specie:

« Tree nurseries 120 sites 404 sites| well as such exotic species as eucalyptus and

« Production of forest tree | 38,700,000 72,100,000/ Pine are produced at village nurseries

seedlings acco_rdmg to the climate and soil of each

. Plantations 38,690 ha| 38,884 ha| locality. o _

« Forest management 8200 ha 9189 ha| * Plantations: Sm_all to medium size plantations

) ' ' (mostly production forests) are created on

* Forest protection 1,500 ha 6,389 ha public and private land along with the

planting of terrace hedging.
 Forest management and forest protection: Sege
Footnote 1.

Small-scale watershed 1 site 3 sites | * Many inputs are made in the form of stud

management training and strengthening of organizations in
smallwatershes.

Small warehouse 530 sitgs 253 sites| ¢ These warehouses are used to store
potatoes and other agricultural inputs in an
appropriate manner and are jointly managed
by farmers

Greenhouses 1,060 sites 399 sites| * These are designed to produce vegetables
and are jointlymanaged by farme

Support for enterprise 220 cases 312 cases °* Support is provided for farmers’ grou

initiative which plan to start businesses involving
processed dairy products, culture of trout,
beekeeping and othe

Etrr?gru ;i{rlr}i%r;é)r:tvehlcles and ye(ﬁi cles, égilt;ré()f . 4x4_vehic|es_, motorbikes, PCs, peripheral

; ; equipment, instruments for water / soil
motorbikes, various analysis and other measuring instruments
etc. instruments

Consulting services Project | Project * Project management and technical assist

managem | manageme by international consultants, auditing by local
ent, nt, firms

technical technical
assistance | assistance,
, auditing | auditing
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3.4.2 Inputs

3.4.2.1 Project Cost
The actual spending of the Project was 6,287 millien which was 84% of the originally planned

cost of 7,449 million yen. The principal reason fbis low project spending was the reduction of
outputs despite the addition of new target areak extension of the loan disbursement deadline
because of the slow progress of the Project cangélale various reasons explained in 3.4.2.2 b&low
Given the decrease of the outputs, the overallcdfiziee project cost is judged to be reasonable.

Table 2 Project Cost (Original and Actual)

. N Actual (Unit: million yen)
Original (Unit: million yen) Type of Currency| Funding Source
Iltem Foreign| Local Foreign Local ven Gov. Total
Curren | Currenc| Total Curren |
Currenc' | Loan | of Peru
: cy y cy

Investment in Rural 0| 5030 5030 3889 1,878 4,003 1,678 5767
Development
Vehicles and Equipment 176 0 176 135 73 166 42 208
Consulting Services 14D 30 170 225 7 253 59 312
Contingency 9 261 270 - - - - -
Administration Cost, etc, 0 960 960 - - - - -
Taxes 0 843 843 - - - - -
Grand Total 325 7,124| 7,449| 4,249 2,038| 4,513| 1,775 6,287

Notes: The actual figure for each component indutie management cost and taxes.

Foreign exchange rates: (At the time of apprasdl)Sol = 34.0 yen
(At the tirag-post evaluation) 1 N.Sol = 34.7 yen

Sources: Reference materials used for appraisah&néroject Completion Report

3.4.2.2 Project Period
The implementation period of the Project was 110tm® from September, 2000 (signing of the

loan agreement) to October, 2009, 143% of the mally planned period. The loan disbursement
deadline was extended due to a substantial delgyrapéct implementation, in turn caused by the

reasons listed below.

« To maintain the balance of Peru’s macroeconomyMimistry of Economy and Finance restricted
external borrowing and the size of the domestidrdmution to aid projects, resulting in a declirfe o

domestic expenditure for public sector investmeajgets, including the Project.

24 \While the AGRORURAL intended to spend all of the ramimy loan by the end of the extended disbursermeniod
(October, 2009), the actual amount requested &rudtsement in 2009 was below the planned amourtty ppeecause it
took a long time for AGRORURAL staff to become usedhe new disbursement request procedure (seeéteo26)
and partly because mutdime was used for the preparation and approval of tegmr expenditure, influence by frequent

personnel reshuffling at local offices.
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« Confusion caused by the possible merger of the PROANCHCS with another government body
(Social Development and Compensation Fund: FONCQBES stipulated by government policy
led to the temporary suspension of the executighefY 2003 budget for the Project.

* Following the comment made by the external audifipointed for FY 2002 through FY 2004 that
it was not possible to confirm the appropriaterefssxpenditure for the Projéétdisbursement of
the yen loan was suspended for the soil consenjatidgation and reforestation (plantation)
components for 32 months from October, 2003 to N2&)6. There were several causes which are
believed to have led to the suspension of loanudégment. Firstly, the individual participation of
as many as 1,380 farmers’ organizations in theysesuoent procedure created a huge volume of
project supervisory work for local offices of theeeuting agency. Secondly, the Phase | Project
and Phase Il Project, both of which required simileject supervisory work, were implemented
simultaneously but separately. Thirdly, the frequeansfer of staff members and cuts of the
budget and manpower significantly dented the impletation capacity of the executing agency
since 200F/

e The suspension of loan disbursement by the JBICntmidxat the activities promised to farmers
could not be implemented for a period of more tivam years, damaging the relationship of trust
between the PRONAMACHCS/AGRORURAL and farmers.umf this damaged relationship had
an adverse impact on the implementation of soiseoration and planting activities in which the
participation of farmers was crucial.

The Project included a consultancy service desigtedassist the planned activities and
management of the project budget. According toABRRORURAL, the consultancy service at the
early stage of the Project was not effective irviegl problems which led to the suspension of loan

% The FONCODES was established in 1991 for the purpdgeoverty alleviation and has since been engageithe
development of sanitation and economic infrastmgcin the Amazon and Sierra.

The audit report for FY 2002 pointed out that thesze many cases where proper reports and eviddritmject-related
expenditure were not submitted by local officested PRONAMCHCS to the head office. Recommencementaf lo
disbursement was eventually recommenced afterntipbementation of measures designed to preventettwrnence of
such malpractice. These measures included revietieoficcounting management rules, increase ofttfe sérength,
improvement of the monitoring system and implemgéonaof suitable training by the PRONAMACHCS. The JICA
demanded the acceptance of the new disbursememesteqrocedure as one of the conditions for thtantesf loan
disbursement. To be more precise, a request fimudiement from May, 2006 onwards must be basecheradtual
amount of investment executed and certified by @onteon expenditure for every expenditure madeviBusly, the
transfer of funds from the head office of the PRONRBHCS to a local office was considered to constittite
execution of actual investment and disbursemeraricimount equivalent to the transferred fundsccbalrequested.
After the change of the government in 2001, mamyasestaff members left the PRONAMACHCS. Their reglaents
often lacked suitable experience or capability witiie transfer of the work was not necessarilyigafftly conducted.
Many front-line extension officers were also repldcHaving subsequently experienced much confusiomunding the
issue of a merger between the PRONAMACHCS and angftnegrnment body, the Ministry of Agriculture andeth
Ministry of Economy and Finance rapidly reduced thedget allocation for the PRONAMACHCS of which the
performance had declined. At the same time, thepmaar level of the PRONAMACHCS was reduced and itslloc
offices were integrated. As a result, the budgedwarhfor each local office of the PRONAMACHCS was lealv

18

26

27



disbursemerf After the recommencement of loan disbursement ctresultancy service was much
more effective. One example is the clear presamtatif concrete measures to improve project
supervision together with on-site guidance.

As explained above, the actual project implemenagieriod far exceeded the original plan and
was disproportionate to the decrease of outputo#ret aspects of the Project.

3.4.3 EIRR (Economic Internal Rate of Return)

At the time of appraisal, the EIRR of the Projeetsvestimated to be 13% based on the assumption
that the benefit of the Project would be increaseodme for benefitting farmers through increased
agricultural production and reforestation. Recaltioh of the Project's EIRR was not conducted as
part of the present ex-post evaluation becaushkeotihclear details of the basis for calculatiothat
time of appraisal and the lack of actual repredmetadata for productivity improvement and
production increase under the Project.

Based on the above, the efficiency of the Progetvaluated to be fair because of the much longer
project period than planned even though the pra@est was within the planned cost.

3.5 Sustainability (Rating®@)
3.5.1 Structural Aspects of Operation and Mainteance

The facilities for soil conservation, reforestatiand irrigation are transferred to farmers for ithei
collective or individual operation and maintenanteze nurseries are operated by the conservation
committee of individual villages while irrigatioradilities are operated by their respective irrigati
committees. In the case of soil conservation wankd plantations, their operation and maintenance
are conducted by individual farmers as well astjpipy communities. In principle, irrigation fadikes
are maintained by the benefitting farmers. Whennigessary repair work is judged to be beyond the
financial and technical capabilities of farmersjaficial assistance is requested from the local
government or another suitable body.

After the transfer of facilities to farmers, loagffices of the AGRORURAL dispatch extension
officers to check the operating conditions of taeilfties every week or so. If necessary, these@f$
provide technical assistance. At some villagesallooffices of the AGRORURAL have been
continually providing seeds and plastic bags fedsag production within their budget. As described
later, however, the substantial budgetary cuth@tAGRORURAL in recent years have led to the
termination of such assistance for remote villaggginally targeted by the Project and villages vehe
the farmers have been found to be not very proackxtension officers may visit these villages once
every one or two months, but they only provide eehas there is no budget for material assistance.
The field survey discovered villages where the neindd participating farmers and level of activities
declined after the termination of the physical teghnical assistance by the AGRORURAL.

2 The terms of reference for the consultancy seridenot include the assignment of an expert omfiied management.
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To compensate for the shortage of resources foliowsr development activities, the
AGRORURAL has been actively trying to establish @amngful cooperative relationship with local
public bodies (at the regional, district and mupéti levels). These local public bodies provide
manpower, tree seeds and others in agreement WehAGRORURAL. Such agreements for
cooperation were signed by 17 regions, 20 distaots 376 municipalities in 2009 and by four regjons
20 districts and 385 municipalities in 2010.

3.5.2 Technical Aspects of Operation and Maintemae

The routine maintenance of the soil conservatiomksjoplantations and small-scale irrigation
facilities constructed under the Project does mgire advanced technical skills. The beneficiary
survey revealed that the benefitting farmers andnéas’ organizations responsible for the
maintenance work generally understand the necefggitsnaintenance and the maintenance methods
due to their training and participation in the RBadj The same survey found a strong request by
farmers for training on fertiliser application atiée marketing of agricultural products in Ancasl an
fertiliser application and the production of impealvgrass in Puno, though the subject matter is not
directly related to the operation and maintenari¢heofacilities constructed under the Project.

While the AGRORURAL has steadily built up its teatai capability through a series of activities
in the Sierra over many years, some of its caggtits been lost due to the outflow of experienced
personnel following the change of the governmer20A1. Despite this setback, the AGRORURAL
has been continuing its efforts to develop its bdjya through the training of extension officerach
other activities.

3.5.3 Financial Aspects of Operation and Maintenace

Since the transfer of the new facilities to farméne AGRORURAL has not provided any special
funding for these facilities. Therefore, farmervéndeen operating and maintaining these facilities
through their individual and/or collective effortdeanwhile, the AGRORURAL has continued
project activities in some target villages and h&en funding primarily the production of tree
seedlings.

When funding is required for the repair of irrigatifacilities, the cost is charged to the benefiti
farmers if necessary. If the cost is beyond tharfaral capability of these farmers, a request for
external assistance is made to a local public betty, As far as the findings of the field surveg ar
concerned, there are no cases of an acute fundortage even though the collection of repair fusds
hardly a regular practice.

The AGRORURAL provided guidance for the establishtred a communal fund (revolving fund)
called FONCAPC® using seeds (seed potatoes, etc.) supplied undemaonent (introduction of
improved crops) of the Project. Not many villages #ound to have been operating this fund
effectively. In fact, the fund has disappeared amgnvillages, presumably because of the loss af see

29 Members of FONCAPCO borrow improved seeds as datapid repay them after the harvest.
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potatoes due to cold weather and/or the failedession of operation following the departure of the
person responsible for the fund. According to tHBRIORURAL, the repayment ratio in 2006 was

64%. The beneficiary survey found that the cultvatarea using an improved variety remains at 40%
of the entire area for grass and some 30% for pesat

The production of forest tree seedlings requires ghrchase of seeds, plastic bags and other
materials unless seeds or coppice shoots are elithiom adult trees. At some villages which still
receive assistance from the AGRORURAL or villagdsiclhr can receive the assistance of a local
public body, etc., the production of seedlings caés for some local species as the farmers can
collect the seeds, etc. on their own initiafivat those villages where the beneficiary survey was
conducted, the current production volume of segdlihas dropped to approximately half of the
volume during the project period and the ratioazill species has increased.

According to the AGRORURAL, its budget has subs#dyt declined since FY 2009 when the
Project was completed. This is in line with the gah decline of budget allocation for central
government ministries, including the Ministry of waulture, as a result of the on-going
decentralisation policy. The operating guidelinethe AGRORURAL at the time of its establishment
in 2008 emphasised the marketing of agriculturaldpcts, processing of agricultural products and
strengthening of the international competitivenet$eruvian agriculture but did not clearly state
support for the poor and the conservation of nattesources by means of soil conservation and
reforestation in the policy menu, resulting inldéitbudget allocation for follow-up activities fane
Project® However, the revised operating guidelines to heoéuced in FY 2012 are scheduled to
include clear reference to the need for supporttfier extremely poor farmers and also for the
conservation of natural resources, suggestingdsmnmation of balanced budget allocation to support
the said activities.

Table 3 Actual Budget Execution by the AGRORURAL

(Unit: million N.Sol)

FY | Amount Allocated| Amount Executed Extermal Assistance in the
Amount Executed

2009 301.9 270.7 71.1
2010 186.1 142.1 29.7
2011 163.5 92.7* 23.5*

*Amount executed up to"™8November, 2011.
Source: AGRORURAL

% In the case of some local species, seedlings aduped from either collected seeds or cuttings.|&\thiere are villages
where seeds are collected from adult trees of femetic species), no reproduction is taking platehis way with
eucalyptus trees planting under the Project aslthgg not yet reached the age of producing seeds.

3 According to former PRONAMACHCS staff members who neerk for the AGRORURAL and other sources, the lack
of opportunities for senior technical staff of tRRONAMACHCS to be involved in the process of formulgtithe
operating guidelines for the AGRORURAL is a rematase of the unbalanced budget allocation.
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3.5.4 Current Status of Operation and Maintenance

The findings of the case studies indicate that dhenigh the maintenance situation of the new
facilities is not perfect, these facilities are geily performing their intended functions. The
beneficiary survey found that some 95% of the soiiservation works on private land and some 85%
of those on common land are functioning and thaioat all of this land is used for farming. No loss
of the soil conservation function has been obsewiddmost of the soil conservation works.

The maintenance of soil conservation works is gsponsibility of farmers but this requires much
labour (and time). As farmers tend to give priotibyother activities directly linked to production
the earning of cash, the maintenance of soil ceatien works appears not to be sufficiently
conducted. The maintenance of infiltration ditchhesated on distant common land in particular
appears to have been neglected because of thefore&rge communal input. Meanwhile, some
wealthier farmers have continued to create slown&tion terraces using their newly acquired
knowledge, skills and agricultural tools under Breject.

No specific problems have been observed regardieg nhaintenance of the newly planted
seedlings. In the case of planting on pasture ldreseedlings are often protected by stone walls t
prevent damage by feeding animals. While the thipiias not taken place at eucalyptus plantations
after coppicing, this lack of thinning does not @@sserious problem as long as the aim is to peduc
timber (supporting material for construction worksy firewood.

No major problems are observed in regard to thent@aance of irrigation facilities within the
scope of the field survey.

3.5.5 Sustainability Summary

While a cooperative relationship is being establishetween the AGRORURAL and local public
bodies, there is slight concern regarding thetunstnal aspect because of the limited manpower and
budget of the AGRORURAL. Because of the substarde&dline of the budget allocation for the
AGRORURAL in recent years, weak performance of F@AIRCO (for the continued use of improved
varieties) and the declining production volumeaktt tree seedlings, there is also a slight conaer
financial aspects.

Based on the above, the sustainability of the Etagdfect is judged to be fair because some
problems have been observed in terms of strucamcfinancial aspects.

4. Conclusion, Recommendations and Lessons Learned
4.1 Conclusion

This Project was implemented for the purpose ofeiasing the agricultural productivity in Peru’s
Sierra where poverty is prevalent while trying ts@re environmental conservation. This purpose was
consistent with the development policies of the &omnent of Peru and there was an urgent need for

% An ex-post evaluation study on a similar projecthey World Bank indicated that the operating rafiorigation facilities
is around 85%.
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this type of project to be implemented in Per@al$b conformed to Japan’s ODA policy and its overal
relevance was high. Only 84% of the project budgae$ executed, partly because of the suspended
disbursement of the Japanese ODA loan and the toatperms of irrigation facilities did not readhet
original target. On the other hand, because ofettiension of the loan period to accommodate the
longer implementation period than planned, theciefficy of the Project is evaluated to be fair.

In total, some 48,000 households in 1,683 villagesefited from the Project. Some positive
impacts have been made on the economic activittes @aily lives of the benefited farming
households through improved levels of environmeotaiservation and agricultural productivity. As
the achievement rate of the planned target of thgeé&t in terms of the area coverage is estimaied t
be 70 — 80%, the effectiveness of the Projectdgegad to be fair. There is some concern regarding
future funding for the executing agency and thdasnability of communal fund management as well
as tree seedling production by the farmers who fitedefrom the Project. While, although the
maintenance situation of the newly constructedlifess is not perfect, their functions are gensrall
sustained. Based on the above findings, sustaityabilthe Project is fair. In light of the abowie
Project is evaluated to be partially satisfactory.

4.2 Recommendations
4.2.1 Recommendations to AGRORURAL

« Given the importance of providing assistance fagées in the Sierra and the usefulness of
the know-how accumulated by AGRORURAL staff throgdperience at the former
PRONAMACHCS over many years, it is essential thaetAGRORURAL further clarify the
policy menu designed to assist villages in ther&igygether with the allocation of the
necessary budget.

« At present, the AGRORURAL has hardly any data whiltbws it to verify and present the
impacts of its own projects implemented in the iBiefhe AGRORURAL should make more
efforts regarding systematic collection of datgpomject effects, ex-post evaluation and basic
research so that effective public investment ptejacthe Sierra can continue.

e Against the background of increasing budget alioodbr local governments in line with the
decentralisation policy, it will be necessary foe AGRORURAL to shift its emphasis from
the implementation of investment projects to tecahassistance for local governments. It is
highly desirable for the AGRORURAL to start the ewaation of new approaches, such as
the preparation of educational and training malef@ the heads, senior staff and ordinary
staff members of local governments and the gatgemd compilation of vital data (including
ex-post evaluations) which is essential for thegaration of the said materials.
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4.2.2 Recommendations to JICA
There is no specific recommendation to JICA in @amtion with the ex-post evaluation of the
Sierra - Natural Resources Management and Povdigyiation Project (ll1)

4.3 Lessons Learned

« The suspension of loan disbursement can significaffect the implementation and effects of
a project in some cases. In case of the Projebguadh the judgement to suspend the
disbursement was appropriate, the suspension isgnify affected the Project as it
considerably delayed the construction of irrigafiacilities and badly dented the willingness
of local residents to participate in the Projed.alvoid the occurrence of such suspension, it is
essential to take the necessary measures, incladnegul examination of the supervisory
system of the project implementing body and costehthe consulting service, as early as the
project planning stage. Even if the suspensiooah Idisbursement is inevitable for one
reason or another, maximum efforts must be madgrionise the negative impacts of such
suspension. These may inclutlese discussion with concerned parties includiag t
executing agency and also consideration to thsilpity of additional support for a prompt
solution of problems which have led to the susmansf loan disbursement.

« Inthe case of the present Project, after the ratean of the initial executing agency to the
AGRORURAL, the policy menu developed by the forl&ONAMACHCS was dismantled,
resulting in the drastic curtailment of both thenpawer and budget. In turn, this adversely
affected the sustainability of the Project. Whemititegration of an executing agency with
another body is planned, due consideration mugiven to maintaining the continuity and
consistency of policies while listening to the apirs of technical staff of the executing
agency prior to and after such integration.
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Comparison Between the Original Plan and the AdResults

Item Components Original Plan Actual Results
Outputs (1) Soil Conservation
« Absorption terraces 5,300 ha 4,120 ha
» Slow formation terraces 21,200 ha 29,033 ha
* Infiltration ditches 31,800 ha 17,735 ha
 Installation of improved grass 12,190 ha 17,424 ha
 Installation of improved crops 6,628 ha 15,189 ha
(2) Small-Scale Irrigation
< Construction/Improvement of Irrigation 628 km 264 km
Channels 124 sites 0 site
« Special irrigation structures 9 sites 60 sites
« Pressurized irrigation 264 sites 28 sites
« Construction/Improvement of Reservoirs 131 sites 31 sites
e Multi-Purpose Water Supply 24 sites 0
* Small-Scale Dams
(3) Forestry development
* Nursery for Forest Trees 120 sites 404 sites
« Production of Forest Tree Seedlings 38,700,000 72,100,000
» Plantations 438,690 ha 38,884 ha
« Forest Management 8,200 ha 9,189 ha
» Forest Protection 1,500 ha 6,379 ha
(4) Small-Scale Watershed Management 1 site 8 site
(5) Small Warehouses for Agricultural Inputs 588 253 sites
(6) Greenhouses 1,060 sited 399 sites
(7) Support for Enterprise Initiative 220 cases 2 Badses
(8) Procurement of Vehicles, AV Equipment PCs and various
and Information Communication Equipment instruments were
added
(9) Natural Resources Studies
* Micro-watershed Studies 173 studies 0 study
« Communal Agrarian Plan 1,060 plans 1,395 plans
(10) Workshop/Training to Strengthen Rural
Organizations
e Workshop/Training to Strengthen the 119 times 83 times
Organization of the Project Executing
Agency
«  Workshop/training of rural organizations 339 times 234 times
- Enterprise Development 564 times 956 times
- Formation of Micro-watershed 645 times 1,984 times
Committees
- Rural Extension
(11) Consulting Service
« Project Supervision
o Audit
Project September,2000 | September, 2000 to
Period to January, 2007 | October, 2009

(77months)

(110 months)

Project Cost

« Japanese ODA Loan Portion
« Executing Agency
e Total

Exchange Rate

5,588 million yen
1,861 million yen
7,449 million yen
S/.1=34.0yen
(as of July 1998)

4,513 million yen
1,775 million yen
6,287 million yen
S/.1=34.7 yen
(average between
September, 1999 tq
September 2006)
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