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( Hecommendation ""_
& TAHAL CONSULTING ENGINEERS LTD. SASIIISHT o of ¢
Date of lssue
A T SWhitieq Azsemblies for o s
BA \PROJECT 42" Pipeline M. o
welded Assenblies (as specification N - 1071/4)
One Assembly Wweight  Delivery
1) TUBE TURNS,  U.5.4. L2327, = W.A. 12 weeks
(2] Albert Fire Supply U.S.A. y 5708.- N.A. 12 weeks
{2) west Devtche Schweiss & e 2500.- 3125 ks 3 months
lohrleitungbau Germ.
Of 10 menufacturers only 3 have resnonded with complete bids, ‘
uired O assemblies
tacmnendat + Order on (3] at value £22.500 f.o.b

TAHAL - 507/



Approved i

SPECIFICATION P':‘"
TAHAL CONSULTING ENGINEERS LTD. s
7L 2
Prepared for Subject : .| Date of lssue
Superseding : I Accompanying Specilications : Prepared
Submitted 1.3

TAHAL - 205 f




@ TAHAL CONSULTING ENGINEERS LTD.

SPECIFICATION

Prepared for Subject :

Date of lssue

TAMAL - SoF /




SPECIFICATION P':"

& TAHAL CONSULTING ENGINEERS LTD. ofi

sY/009/18

Prepared for Subject : Date of lssue =
BA PROJECT SThbl PLATES 22 Fay 1968

_';ii

Superseding : Accompanying Specilications : Prepared
First issiie Submitted ..
Approved B, ﬁHlEbHI‘I_

nufncture of e Fipe
brigcsti of otoruzge Tanks
SULFLY CONTHRACTS
urchasing Agent Yendor
\. Koor Industrics and Fannesmann-Export GmbH and
Crafts Lo, Ltd. Thyssen-Stahlunion bkxport GmbR
3. Middle East Tube Co. Ltd. Italsider S5.p.A.
X LCINICATICN, CUANTITIES, FRICES
opecification Contract A Contract B Loulvalent
: Ter
Cost | Cost in' Io%

Tons per tf;rr:|Tn_n.s per ton |
\PI SLX 60 20,200 DMS52.-| . | £138.-
'Y 5LX 52 12,300 DL 72 . =) - $118. -
\PI SLX 46 18,000  DMLLL.-}14,000 $111.~ | $111.-
ASTH A283 GrC 10,000* DN3L8.~ - 3 87.-
5B 4O (FB 4L0) 10,000%  DML12,.- - $103 .-
P 5LE . 16,000 § 87.- | 2 @

Total is 20,000 tons as per contract; breakdown is estimated.

TAMHAL - 504 |
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@ TAHAL CONSULTING ENGINEERS LTD. SPECIFICATION 2
SY/009/18 | 3

Data of lisue (24

Prepared for Subject :

-\.I-: 1I I_:._-I'. I-'._: }--n!. -EJ I L

ATk ey 1968

Contract £: In monthly lots of 3,000 t to 12,000 £, on basis
. o al schedule beinr pert of contract, berFinning January,
ng Sert 1966.

itract B In three-monthly shiyments
N OF FAY 1 .
-9 jinst shipping documents
VALUSE OF COKRTRACTR
Lontrscth A Us &

20,800 tons & 138.- 2,870,400
3C ons 118, - 1,451,400
18,000 tons 111.~ 1,998,000
10,000 tonsl &7 .= £70 . 000

1,030,000

4 ——— e =

Totnl £,219 E0O

-
-
o
(-

L

!

e ——

Contract | us §
-‘! { '..' i Lant , | '!-.‘ - 1 5 ‘Ia{.;_ .'::Dl]

000 tons & §&7.- 1,392,000

Potal 2,946,000

TAHAL - 5a7 )



é TAHAL CONSULTING ENGINEERS LTD. SPECIFICATION e

SY/009/18 ‘

Prepared for Subject : Date of lssue | ° )
| ROJECT SThEL TLATES __ray 1968

1 =
U &

10,000 & &7.- £70,000
Fa e & & 03, - 1.03G.000

o —————

Total 1.900,000

TAHAL - 507 |
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TRANSCRIPT OF WIENERS PRESENTATION
TO CHAVIMOCHIC COMMISSION
FEB. 1968.

Libertad has a significant portion of the total cultivated area
of Peru. We therefore have to view it within the context of the agricult- N
ural sector of the whole of Peru. Therefore, when drawing up the ocbjectives
of the Libertad development project , we must first have a look at the over-
all objectives of irrigated farming in Peru as a whole. Here we would have
to choose between alternative overall objectives. Either we ecould aim at
maximizing the national products of agriculture, or as an alternative, we
could aim at improving the distribution of additional income in agriculture.
These two main objectives need not be contradictory.. Only by improving
distribution of agricultural income, only by spreading this additionmal

agricultural income over a wider population shall we be able to create

the demand and payment ability for additional agricultural products, and
the demand and payment ability for additional industrial products. If
we concentrate too much on maximizing agricultural production, we shall
have to do this maximizing in the large farms and the additional income
created will not improve in any way the purchasing power of a large strata
of the population.

Incidentally, according to Engel's law, out of one dollar ad-
ditional income of a small farmer, some 60 cents approximately will be
spent on purchasing or consuming additional agricultural products. While
an additiomal dollar created on the latifundia would only to a negligible
extent be spent on additional agricultural products. Better distribution
of additional agricultural income would also have a considerable effect

on bettering the employment situation or reducing underemployment of
agricultural manpower. This effect could both be classified as social
and purely economical. Of course, in addition to this main objective,
there would be additional objectives we have to keep in mind like sub-
stitution of local production for imports, increasing exports, diversifi-
cation of agriculture in order to improve the standards of nutrition, ete.

2!-11-.
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Assuming furthermore that it is the objective of the Government of Peru

to concentrate in the near future on short and medium term projects and
assuming that it is the desire of the Government to minimize costs of the
above objectives, preference in the near future would have to be given to
development projects in the Costa. In the Costa the productive response
to additional water, to improved seeds, to improved agrotechniques, is
known at least for a few basic techniques and conditions which are similar
enough to other regions of the continent, so that actual observations can
be supplemented to existing experience. In addition, In the Costa the
basic infrastructure is available, and very little additional infrastructural
investment would have to be made. Furthermore, the Costa is closest to
the main internal and external markets, and finally the immigration of
agricultural workers from the Sierra to the Costa, make the Costa an
attractive area for development. After having explained the background

to our project, I should like to describe in a few words the present status
of agricultural development in the Costa.

In the Costa, we can distinguish all types of agricultural dev-
elopment and if we want to describe agriculture in the Costa we have to
describe first the two extremes of the agricultural development possibilities.
On the one hand, the very effective, very efficient and very modern hacienda
agriculture for industrial and other export cash-crops, and on the other
end of the scale, the irrigated agriculture of the small farmer, with us-
ually very low levels of agricultural efficiency. The hacienda type ag-
riculture needs relatively little public intervention. It will usually
even create its own water resources. But it will at the most, be
dependent upon public intervention for creating major new water resources.
It can and it will effectively create all (or provide) all the other imputs
that are a pre-condition of modern agriculture. On the other hand, the
small holder. 1f water is made available to him will either not fully
utilize this additional water or if he In many cases will utilize the
water, he will still utilize it at the lowest levels of production, which
will, as a rule, not be sufficient to justify the heavy iovestment for

major irrigation projects.
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Therefore, we shall have to raise the efficiency of agricultural production
of the small holder by carefully planned, comprehensive programmes of public
intervention.

Now if we assume that the projects in the near future in the Costa
will be aimed at combining the increase of general production with an im-
provement of distribution of the additional production we shall have to
apply to a much greater extent public intervention in development programmes,
public intervention related to all those inputs without which modern
agriculture cannot become effective. Unfortunately, our knowledge and
data about the response of the farmer to the various possible incentives
that will have to created in order to induce him to use those modern inputs
are still lacking and we shall have to generate this kind of informatiom
as a first phase of our actual development programme. At present, a number
of major projects have been started which are practically all still in the
capital investment phase, little has been done so far on the erection of
non material inputs, on settlement disseminating agricultural informationm,
etc. During my last visit to Washington, I had an opportunity to talk
quite unofficially (since I had no authority to talk on anybody's behalf
except my own) with some of my professional friends in the Bank and I
attempted to sound out their reaction to additional investment in irrigated
agriculture in the Costa of Peru. The prevailing attitude was that sufficient
potential for development is now being created in Peru through capital in-
tensive projects and that the next essential phase of development must be
to concentrate on production, transformation inputs, settlement aspects
of the project in the areas in which in the past few years projects have
been constructed. It was furthermore felt that adding new investments
to those-already made, would not significantly add to the production
potential of Peru, but it would on the contrary add to the financial
burden of the State.

Now to come to the Santa project programme, let me first say that
after having studied water resources, soil data, agricultural potential, etc.,
of the area, I have come to a first and perhaps most important conclusion:
no major development of the Libertad Costa is imaginable without the Santa

river development. On the other hand, we have to realize that Santa river
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development is a very expensive project and that a project of that nature
cannot be subdivided into too many phases. The project is relatively
very lumpy, especially in its first stages and it will become justifiable
only to the extent that we are successful in transforming existing
agricultural practices, in raising the efficiency of existing agricultural
production processes in creating institutions and approaches and procedures

for effective settlement programmes.

Therefore, 1 feel that the strategy to be adopted in the
development of the Costa of Libertad would have to be along lines that
were recommended by the bank for the rest of the Peruvian Costa. I am
trying to outline this type of programme in a few sentences: the first
thing to be done, we will call it from now on "The priming phase of the
project” should be bent mainly on creating and generating the type of
information that we most lack in order to plan the whole programme on a large
scale effectively and implement it effectively. This is information on
the response of the farmer to incentives, information on the whole agro-
production process in the Costa, information on the type of micro-
organization on the village level and on the regional level, required
for effective settlement programmes, required for effective procurement
programmes and marketing programmes. In short, a type of informatien
that we need to prove to the funding agencies that we know how to improve
the production process and achieve a better distribution of income.
Simultaneously with this generation of informatiom, it would be our task
to implement this information initially on a small scale, because in-
formation of that nature can be created only by trying it out and finding
out by trial and error if we are on the right path. In short, I feel
that the priming phase should be kind of preinvestment, that should be
made now as soon as possible, and before we attempt major capital
intensive investments, before we attempt approaching the Bank. Once we
have collected the data, once we have proven on a small scale at least to
ourselves and to the Bank that we can change the agriculture production
process, that we know what kind of institutions are required for settlement
and for the agricultural process; only then can we request loans from the

funding agencies and we would have good chance to obtain such loans.
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An objection might be raised against this attitude and the objection would
be that this priming programme would postpone the developpent. It iz my
opinion that this priming programme will not postpone benefits in any way
that could be obtained from a more capital intemsive development programme.
We must realize that in this initial phase of development, the limiting
dimension will not be the quantity of water made available to farmers, but
the production potential and absortive capacity of these farmers for water
used in a modern agricultural process.

Therefore, the pre-creation or pre-strengthening of this productive
capacity will make the later introduction of considerable quantities of
water into the area really productive. And if we have a look at the alter-
native development programmes, where one would start with major capital
investment and postpone the creation of production potential for later
stages, we would see that our proposed development schedule, while requir-
ing considerable smaller investments in the initial period, would still
have a considerably bigger return until that time when the production
potential in both cases would be identic. I would therefore recommend
to execute the Chavimochic project in the following phases:

A first two year period, which I would call a priming phase.

In this phase I suggest to concentrate our efforts on the small irrigation
projects executed by the Corlib, the Guadalupito project on the Santa
river where no water problem exists, and add to these projects some small
scale settlement projects, say in the order of magnitude of some 500 families,
and use these 3 groups of projects as the priming phase, as a pre-invest-
ment phase for the major projects in order to generate all the necessary
information on the agro-complex, on settlement, on organizational patterns,
on legal institutional frame-works required, and on general development
methodology, prove it out in the field at a sufficient scale to convince
ourselves and to convince the funding agencies. During this same first
phase I would suggest that from the very beginning, work be started on
drawing up a master-plan for the overall development of the Costa of
Libertad in all its phases, including this priming phase and all sub-
sequent phases. And again, simultaneously, I would suggest that work

be started on a feasibility type of study, for the first phase of develop-
ment described in our project. So that by the end of the priming phase,
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after 18 or 20 months, we would be in a position to support an application
for a loan to a funding agency. The first phase of the project would
include the continuation of the development of the pre-investment phase

up to the limit of available local water resources. And here I have to
mention, that we cannot at this very stage now, establish what these exact
limits really are. We can say, however, the following - that we are
absolutely certain that the local resources are sufficient to support
what we called "The priming phase of the project', in all the areas that
we consider for this priming phase. We can furthermore say, the local
water resources are sufficient to support some additional volume of first
phase development, we can even say that it would be a significant volume
of first phase development. But we cannot set the limit now and there-
fore we cannot say yet at what part of time exactly we would be required
to start with the Santa river project and at what date water would become
available, at least to part of the project area. 1If I have to commit
myself, I would quote a figure of some 80 to 100 milliom cubic meters
which would be available in the whole Costa for the development of the
small irrigation projects and the start of the settlement project. Of
course, no water limitations would exist for the Guadalupito project.

The first phase would therefore include continuation of the
pre-investment phase to the very limit of the local water resources what-
ever they are and commencing the first initial construction phase of the
Santa project, the phase that would bring the Santa river water to the
Chao and Viru valleys possibly with partial capdcity only. The second
phase, as far as we can define it now, would include continuation of the
main conduit, in order to cover the whole project area, to its northern-
most basin, the Chicama Valley. In the third phase the capacity of the
project would be gradually built up and irrigated areas extended.

Our real concern now is actually with the priming phase and
with a very flexible definition of the first phase. The definition of
later phases we can quietly leave to the future.
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1 should like to say a few words on the study which we have sub-
mitted to you. This study was of course based mostly on existing data
and on discusslon with wvarious people connected with the development
programme in the area. We did not attempt in this study, even 1if it
appears to you sometimes that we did, to set up a firm and inflexible
development programme not even for the priming phase and certainly not
for the first phase. We did not intend to do so because we feel that
the data available to us now is insufficient, mainly hydrological data.
We did point out in this report a certain range of confidence within which
we feel future development would occur. You have to read the report in
this spirit even if it appears in some cases that the writer of this report
quotes a very definitive line of action. This should only indicate that
such a line would be one of the possibilities and that this one possibility
seems already attractive enough to warrant continuation of our efforts,
but this does not say that the line proposed will have necessarily to be
the line chosen.

What we hope we have proved in this report is that there are
gsufficient local resources available for the priming phase. That there
are sufficient local resources available to continue development in the
first phase beyond the priming phase up to a certain point which we can-
not yet define at this time. That the cost of developing the area by
pre-investment prior to the major investment will be smaller and the
benefit bigger than in the alternative. That the priming project is
feasible, that enough information and management capacity is available
to prime the project now.

The main findings of the report are the following: first,
there are 3 groups of farmers in the general project area - A. The large
farms, the haciendas which have provided most of their irrigation ins-
tallations by themselves. These large farmers might have to rely in
the future on the creation of major works by the State. But they're
capable of taking care of all the other inputs required for production,
and therefore they'll need very little, if any, help except for creating
water resources, from public programmes. B. The second group of farmers
are the medium-sized farmers., These would have to rely in addition to
the creation of water resources on certain facilities provided by the
Government. These facilities would be mainly for agrotechnical advice
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as to seeds to be used, markets and crops rotation, etc. but these medium—
sized farms will be capable to create most of the non-material inputs by
themselves and therefore will not be dependent for those non-material
inputs upon Government planning. €. The third group of farmers are the
gmall holders for which we aim our objectives. The small holder, as a
rule will have to rely for practically all the material and the non-material
inputs upon government programmes, and therefore government programmes that
are aimed at the small holder will have to provide all these material and
non-material inputs. Now our basic assumption has been that the govern-
ment programme in the Costa is aimed mainly at the small holder, for
economic and social reasons outlined above. The main objective of the
project or one of the main objectives, is the creation of higher pro-
duction and higher incomes for the small holder; the critical controlling
element of development during the first phases of the project would there-
fore not be the amount of water we provide in the programme, but the com—
bination of such additional water with all the other material and non-
material inputs, upon which the agricultural development process depends.

A corollary finding to this would be the creation of a development
organization which is capable of making available such inputs to wide
strata of the population.

The second corollary finding would be that once such an or-
ganization exists, the first thing it would have to do is to start
developing these inputs and applying them in order to find out in which
ways such inputs can be disseminated and the ways by which the farmer can
be induced to adopt them. Corollary finding number 3 would be that this
critical dimension will determine the rate of progress of the project,
during the first ten to fifteen years, and not commonly assumed, the rate

of provision of water resources.

Here I have to make a cautionary remark. The methodology I
tried to outline here relates to the small holder, it does not relate to
the major farms, haciendas and only to a limited extent to the medium-
sized farms. It is realized that those haciendas and to a certain extent
the medium-sized farms could develop production capacity, even if government
provided only major capital investments in water works. But as I said,
a part of the posture has been the assumption that the main objective of
the programme is resettlement and the increase in productions of the small
holders.

s svnia




I

Since we are dealing with an extremely complex transformation
process relating to many dimensions in social, and economic spheres, we
cannot fully pre-plan the kind of plan we shall need, but we shall have
to work according te what we called the sequencial definition process.
A process where we make decision only to the extent that our imminent
action requires such decisions, a process that postpones decislons that
are related to future actions until we have to make these decisions be-
cause we are aware that at present our data is scarce and therefore the
quality of our decisions wouldn't be too good. Im this approach, we
assume that with time, data will accumulate and this accumulated data
will make it possible to improve the quality of our decision process.

We therefore determine the general trend of development and
we make firm decisions on immediate steps, leaving ourselves as much
freedom of action as is economically justifiable for future decisions.

An additional finding in our report is that since we are
dealing with such a complex process, and since this process and the meth-
odology acquired will differ from country to country and even from region
to region, we shall be able to develop the methodology, only by the
development process itself as there are not ways to create such information
by engineering and armchair agriculture. We shall have to develop it
by trial afd error in the field. We shall have to prime the development
process, observe it, measure it where it is measurable, measure responses
of the farmer and in the light of this additional data, we shall have to
continue to improve our planning.

And since information in all those factors is our prior necessity
and our critical factor - the corollary comeclusion from this finding is
that we have to start the priming process, this information generating
process forthwith.

It is realized that no major development of the coastal area
can be made without fully developing the Santa river project. However,
it is also realized that sufficient local water is available in the area
to support this priming phase activities and a significant portion of the
proposed first phase activities. With these local resources it will

l'nftilii




-10-

therefore be possible to create all of the necessary information for the
major plan, to start the development process, to prove it out in the field,
to start the transformation on which we can only base later major invest-
ments in the Santa project.

This pre-investment phase is in fact the most difficult and
most complex of the phases of the whole programme, and therefore it will
be necessary, in order to insure smooth effective implementation of this
first and all important phase, to set up an executive authority which
would have the authority to disburse money and make decisions within
general, say, annual or semi-annual budgets, Incidentally, the setting
up of such a development authority will, in my opinion, be a certain pre-
condition of the funding agencies for their financial participation. 1
can tell you this because of our wide experience of similar projects with
major funding agencies in other countries. In the line of these general
comments, it appears to me that the Chavimochic commission would have to
come to conclusions on the following 3 items:

1. It would have to arrive to the conclusion whether it accepts
our general basic attitude, that is, to establish forthwith,
pre-investment programmes and follow these up by first-phase
programmes which will be partly based on continued development of
local water resources, and partly on initiation of a possible
partial capacity first phase of the Santa project.

2. Now assuming that the conclusion of the commission will be
favourable to this our basic attitude, the commission would
have to instruct the consultants to plan and support the
implementation of the priming phase of the programme; to
prepare during the same period a master-plan of the overall
development of the project. This plan would indicate the
aggregate investment, show the aggregate results in the var-
ious phases of the programme. To prepare furthermore again
during the same time period a feasibility type of study of
what we call the first phase, the first following the priming
phase of the programme; so that the commission would be in a
position to submit a fully supported application for a loan,
say two and a half or two years from today, or from the day of

your decision.
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The commission ought, if they decide favourably on the first two
points, request the appropriate govermment officer to write a
letter to the World Bank, requesting them to give to the govern-
ment and to the Chavimochic Commission their preliminary opinion
on the proposals described in the Tahal Report. I am certain
that the work we are proposing to do in the priming phase will
be sufficient to define the limit of available water resourses,
and therefore to include in the feasibility study of the first
phase a definitive timetable for the construction of the Santa
project. Incidentally, this work will also enable us to arrive
at a conclusion whether it would be worthwhile to start the
Santa river project with full capacity or construct in the
initial phases the project only for partial capacity.

This decision would have to be made only after a proper and
thorough investigation of the two alternative approaches.
Presentation to the Chavimochic Commission on February 13, in
Trujillo-Libertad.




Discussion on the Telephone with Mr. De la Puente, Chairman of the
Chavimochic Commission - 16 February.

Again I excused myself for not being able to come to the second
meeting of the Chavimochic Commission, and I asked him whether it would
suit the commission to continue their deliberations in our presence to-
ward the end of the month, when Tibor would be visiting Libertad, and he
agreed to this. Tibor could continue with the discussions that we have
started at the beginning of this week with the commission. I asked him
what his personal impression was of our report, and he said that he and
most members were very favourably impressed by the presentatiom, and he
felt that the chances of acceptance were reasonably good. However, he
said that the time available to study such a voluminous report was too
short before our first meeting, and therefore, the members should be
given the opportunity to study the report in more detail. They would
be in a better position in the next planned meeting to prepare their
questions. He felt that the major part that would have to be discussed
in the next meeting will be the economics of the project, the question
of re-payment, of project cost, the question of self-liquidation of the
project. He mentioned that his project was first submitted to the bank
as a self-liquidating project. HNow, he had his doubts whether the preject
could really be a self-liquidating project. He stressed that the small
farmer in the Costa was not very inclined to pay much for services obtained
from government. Now, the question therefore would be, whether since
this custom existed of getting free or almost free water, the small farmer
could possibly be induced to pay for the water and for other services.
Whether we did not feel that part of these costs should be borne by the
government and only part by the farmers; then the project evidently
would stop to be a completely self-liquidating project.

1 answered that I knew few projects, if any, where the farmer
was supposed to pay directly to govermment all the project costs, the
investment operating costs at what I called the transformation costs of
the project - that in most cases part of it was borne in one form or other
by the government. We agreed that I would discuss this question with

fz..l‘"llll




o

Tibor so that he would be ready for such a discussion at the next meeting.

We agreed that this discussion would be held on Monday or Tuesday, the

26th or 27th of February, and he said that these questions would be the -
kind of questions that Tibor would have to expect in the meeting. He
suggested that Tibor perhaps should attempt to supplement my presentation
in the last meeting.




