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Foreword

This volume is one in a continuing series of books prepared by
the Federal Research Division of the Library of Congress under
the Country Studies/Area Handbook Program sponsored by the
Department of the Army. The last page of this book lists the other
published studies.

Most books in the series deal with a particular foreign country,
describing and analyzing its political, economic, social, and national
security systems and institutions, and examining the interrelation-
ships of those systems and the ways they are shaped by cultural
factors. Each study is written by a multidisciplinary team of social
scientists. The authors seek to provide a basic understanding of
the observed society, striving for a dynamic rather than a static
portrayal. Particular attention is devoted to the people who make
up the society, their origins, dominant beliefs and values, their com-
mon interests and the issues on which they are divided, the nature
and extent of their involvement with national institutions, and their
attitudes toward each other and toward their social system and
political order.

The books represent the analysis of the authors and should not
be construed as an expression of an official United States govern-
ment position, policy, or decision. The authors have sought to
adhere to accepted standards of scholarly objectivity. Corrections,
additions, and suggestions for changes from readers will be wel-
comed for use in future editions.

‘ Accerion For

e ) Louis R. Mortimer
t NTIS  CRral d Chief
PO AL N Federal Research Division
E Bz g, e 0 Library of Congress
DS A Washington, D.C. 20540
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Preface

Like its predecessor, this study is an attempt to examine obiec-
tively and concisely the dominant historical, social, economic, po-

litical, and military aspects of contemporary Peru. Sources of

information included ¢ holarly books, journals, monographs. otficial
reports of governments and international organizations. and numer-
ous periodicals. Chapter bibliographies appear at the end of the
book; brief comments on sources recommended for further read-
ing appear at the end of each chapter. To the extent possible. place-
names follow the system adopted by the United States Board on
Geographic Names. Measurements are given in the metric svstem:
a conversion table is provided to assist readers unfamiliar with met-
ric measurements (see table 1, Appendix). A glossary is also in-
cluded.

Sranish surnames generally are composed of both the father’s
and mother’s family names, in that order, although there are
numerous variations. In the instance of Alan Garcia Pérez. for ex-
ample, Garcfa is his patronymic and Pérez is his mother’s maiden
name. In informal use, the matronymic is often drupped. a prac-
tice that usually has been followed in this book, except in cases where
the individual could easily be confused with a relative or someone
with the same patronymic.

The body of the text reflects information available as of November
1992 Certain other portions of the text, however, have been up-
dated. The Introduction discusses significant events that have oc-
curred since the completion of research, the Country Profile includes
updated information as available, and the Bibliography lists re-
cently published sources thought to be particularly helpful to the
reader.

xin




—————

e T s o = e a ST PP

Country Profile

e e e

Country

Official Name: Republic of Peru (Repblica del Peri).
Short Name: Peru.

Term for Citizens: Peruvian(s).

Capital: Lima.

Date of Independence: Declared July 28, 1821, from Spain;
achieved, 1824.

NOTE—The Country Profile contains updated information as available.
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Geography
Size: 1,285,216 square kilometers.

Topography: Western coast (Costa) mountainous and arid. Andes
rmountains in center (Andean highlands or Sierra) high and rugged.
Less than one-fourth of Sierra, which includes cold, high-altitude
grasslands (the puna), natural pasture. Puna widens into exten-
sive plateau, Altiplano, adjoining Bolivia in southern Sierra. Eastern
lowlands consist of semi-tropical and rugged cloud forests of eastern
slopes (Montaiia), lying between 800 and 3,800 meters; and jun-
gle (Selva), which includes “igh jungle (selva alta), lying between
400 and 800 meters, and tropical low jungle (selva baja) of Amazon
Basin, lying between 80 and 400 meters. Land use: 3 percent ara-
ble, 21 nercent meadows and pastures, 55 percent forest and wood-
land, and 21 percent other, including 1 percent irrigated.

Climate: Varies from dry in western coastal desert to temperate
in highland valleys: harsh, chilly conditions on puna and western
Andean slopes: semi-tropical in Montafia; tropical in Selva. Un-
inhabited areas over 5,500 meters high have arctic climate. Rainy
season (“'winter ') runs from October through April; dry season
("*summer’’) in remaining months.

Society

Population: 22.767 543 in July 1992 with 2.0 percent growth rate;
density, 17.8 persons per square kilometer. Projected population
growth to 28 million by 2000 with annual growth rate of at least
2.1 percent. Population 70 percent urban in 1991,

Education and Literacy: Three-level, eleven-vear educational svs-
tem based on reforms made after the 1968 revolution. First
preprimary level for children up to six vears of age. Free, six-year
primary education at second level (compulsory) for children be-
tween six and fifteen years of age. Five-vear secondary education
begins at age twelve. In 1990 gross primary school enrollment ratio
was 126 percent, but only 58.6 percent of school-age children atten-
ded school. Over 27,600 primary schools in 1988; over 5,400 second-
ary schools in 1990. In 1990 Peru had twenty-seven national and
aineteen private universities, all governmenc-regulated and recip-
ients ot public funding. Estimated 85 percent literacy rate in 1990
(male 92 pereent, female 79 percent) age fifteen and over.

Health: Peru’s health indicators poor, with annual public health
expenditure per capita of US$18 in 1985-90. In 1992 birth rate
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27 births per 1,000 population; infant mortality rate 69 per 1,000
live births; life expectancy 63 years male, 67 years female. Over
25 percent of urban residences and about 80 percent of rural resi-
dences lacked potable water and sewerage, resulting in high death
rates from infectious diseases. The cholera epidemic that began in
1990 ranked behind other more common diseases as cause of death
(3,482 cholera deaths as of January 1993). In 1990-92 some 12
million Peruvians suffered extreme poverty. Malnutrition and star-
vation leading causes of illnesses. In 1931 about 1,230 children died
weekly from malnutrition, while 38 percent of the survivors suffered
chronic malnutrition. Total of 21,800 physicians in 1989 (1 per
1,000 persons). In early 1992, abortion considered one of the prime
health threats for Peruvian women. According to the Ministry of
Public Health, 43 percent of all maternal hospitalizations in Peru
resulted from botched abortions. Abortion illegal in Peru except
in cases where the mother’s life is in danger. Reported total of 188
deaths from acquired immune deficiency syndrome (AIDS) and
493 cumulative AIDS cases as of September 30, 1991. Unlike else-
where in the Andean area, there was a major change from 1989
to 1990 in the male/female AIDS ratio. While the number of cases
reported in men remained stable over the 1989-90 period, the an-
nual incidence among women more than tripled (from 13 to 50
from 1989 to 1990).

Religion: Predominantly (92.5 percent) Roman Catholic. Prot-
estantism and Mormonism growing rapidly among urban poor and
some indigenous tribes, although accounting for only about 4.5
pereent of Peruvians in 1990. Other denominations in 1990 included
the Anglican Communion: the Methodist Church, with about 4,200
adhcrents; and the Bahai Faith.

Official languages: Spanish and Quechua.

Ethnic Groups: Unofficial estimates: Native American, 45 per-
cent; mestizo (mixed native American and European ancestry),
37 percent; white, 15 percent; black, Asian, and other, 3 percent.
Other estimates put native Americans as high as 52.5 percent
(Quechua, 47.1 percent; Aymara, 5.4 percent).

Economy

Gross Domestic Product (GDP): US$20.6 billion in 1991, or
US8$920 per capita. Real GDP per capita in 1990 US$2,622. GDP
in 1991 in new soles (see Exchange Rate, this section) lower than
recorded in 1980. Economic growth has declined markedly since
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1950-65 period; estimated at 2.4 percent in 1991, minus 2.7 per-
cent in 1992, Forecast for 1993: 2.5 percent real GDP growth. In
1990-91 symptoms of 1980s crisis continued, with sharply declin-
ing per capita output, worsening poverty, accelerating political vio-
lence, high levels of unemployment (15 percent) and
underemployment (65 percent) and mounting external debt
(US$19.4 billion in 1991). In 1990 women made up 33 percent
of labor force. Foreign debt rose to US$21.6 billion in 1992. Labor
force increased to 7.6 million by 1990. After Alberto K. Fujimori
took office as president (1990-), inflation declined significantly to
only 139 percent per year by the end of 1991, as compared with
7,630 percent in 1990, and 56.6 percent in 1992, Inflation fore-
cast for 1993: 47 percent.

Agriculture: Production lagging behind population growth. Out-
put per capita and share of output going to exports declined dur-
ing 1980s. Accounted for only 10 percent of GDP in 1991.
Agriculture employed 38 percent of labor force in 1991. New agrar-
ian law passed in April 1991 amended 1969 Agrarian Reform Law
by allowing private ownership of agricultural land by companies
and individuals. Fish catch in 1989 totaled 10 million tons, but
output fell 13 percent in 1991. Worsened by El Nifio warm cur-
rent, output fell 31 percent in first two months of 1992, but in-
creased by 52 percent in the first quarter of 1993. Food imports
estimated to cost Peru almost US$700 million in 1992, 64 percent
more than in 1991,

Industry: After only 1.6 percent annual growth during 1980s,
production, particularly basic medais, plummeted 23 percent in
1989. Mining, including petroleum, accounted for only 9 percent
of GDP in 1988 but for nearly half of Peru’s export earnings, with
copper accounting for over one-fifth. Copper, silver, and iron out-
look remained poor in 1991, when 13,500 miners lost their jobs
as production slumped because of low world prices, low produc-
tivity, under-investment, strikes, and terrorism. Manufacturing
accounted for 24 percent of GDP in 1991. Industry-commerce share
of total employment 17 percent in 1991. Informal sector account-
ed for considerable production and personal services. Coca/cocaine
industry added estimated 4 percent to value of GDP in 1989.

Energy: After increasing in the 1970s, oil production fell sharply
in 1980-88 because of mismanagement, political violence, and price
controls. Oil and gas industry remained moribund in early 1990s.
Qil output totaled 41.8 million barrels in 1991, 11 percent lower
than in 1990. Fujimori government sought new investment by
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foreign oil companies and ended monopoly by state oil firm. Reso-
lution of disputes with two United States oil firms in 1991-92 im-
proved Peru’s relations with international community. In 1991 total
electricity capacity 4,896,000 kilowatts; 15,851 million kilowatt
hours produced, with 709 kilowatt hours per capita.

Services: Government made up about 8 percent of GDP in 1991.
Construction, accounting for 6 percent of GDP in 1991, soared
18 percent in first two months of 1992. In April 1991, government
liberalized banking system by suspending Central Bank’s powers
to set interest rates and allowing foreign banks to operate in Peru
under same conditions as Peruvian banks. Services sector accounted
for 45 percent of employment in 1991. Country’s massive infor-
mal sector included more than half of total urban labor force.

Exchange Rate: The new sol, equivalent to 1 million intis, offi-
cially established as Peru’s new currency on January 4, 1991,
Replacement of inti became effective on July 1, 1991, at §/0.79
to US$1. In 1990 inti’s exchange rate had reached 187,886 to US$1.
New so} consists of 100 céntimos. After remaining heavily over-
valued and unchanged against the dollar for six months, sol
depreciated following the April 1992 coup from $/0.94 to US$1
to §/1.03 to US$1. As of December 31, 1992, the official rate was
US$1 = 1.605 new soles.

Imports: [otaled US$3.5 billion in 1991, US$4.0 billion in 1992,
In 1990 imported products included intermediate goods (45 per-
cent), capital goods (32 percent), and consumer goods (11 percent).
Terms of trade (see Glossary) index in 1990 was a low 78. In 1991
imports came from the United States (32 percent), Latin America
(22 percent), European Community (17 percent), Switzerland (6
percent), Japan (3 percent). Under policy changes implemcnted
by Fujimori government in September 1990 and March 1991, all
arect quantitative restrictions on imports eliminated; rate of pro-
tection for industry cut from 83 percent to 24 percent; and tariff
rates consolidated at three much lower levels: 15 percent for in-
puts into production, 20 percent for capital goods. and 25 percent
for consumer goods.

Exports: Totaled US$3.3 billion in 1991, US$3 .4 billion in 1992.
Metals and petroleumn most important products. In 1990 leading
metal, copper, accounted for 22 percent of exports; zinc, 12 per-
cent; lead, 6 percent; oil and oil produ.- -, only 8 percent; and non-
traditional products, 30 percent. Fish meal exports in 1989
accounted for 12 percent of exports. Estimated illegal exports of

X1x
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coca/cocaine US$5.6 billion in 1989. Taniff structure and sol’s over-
valuation relative to dollar exacerbated long-running crisis for le-
gal exporters. In 1991 legal exports destined to United States (22
percent), Latin America (12 percent), Japan (13 percent), Euro-
pean Community (28 percent), former Soviet Union (2 percent).

Balance of Payments: Total long-term debt of public and private
sectors estimated US$13.9 billion at end of 1988, with 50 percent
of long-term debt accounted for by public sector. After limiting
debt-service payments to 10 percent of export earnings in 1985,
Peru at odds with international creditors until 1991, when Fujimori
government sought to smooth relations. On September 13, 1991,
International Monetary Fund (IMF-—see Glossary) approved Peru’s
economic stabilization program, securing Peru US$1.16 billion to
clear its arrears from support group of countries to support balance
of payments in 1991-92 and allowing rescheduling of US$6.6 bil-
lion of the US$7 billion external debt. International reserves ex-
ceeded US$1.4 billion by early 1992. Large amounts in loan funding
from multilateral institutions delayed as a result of April 1992 coup.
Trade deficit widened after import restrictions removed in a con-
text of overvalued currency. In March 1993, Peru cleared its
US$1.7 billion in arrears to the IMF and World Bank (see Glos-
sary), clearing the way to an expected agreement with the Paris
Club of official creditors.

Fiscal Year: Calendar year.

Fiscal Policy: Fujimori program implemented in August 1990 in-
cluded limiting public-sector wages in terms of Peruvian curren-
cy; removal of subsidies; sharp increases in gas, utility, and food
prices; strict government spending policies; and more efficient tax
collection. Reversing his electoral position, Fuijmori adopted
privatization program. Government’s austerity measures won ap-
proval of international financial community, but financial stabili-
ty threatened. Economy remained bogged in recession in first half
of 1992. Government cut interest rates across the board in mid-
March 1992, and borrowers in local currency paid about 8 percent
per month. Bulk of privatization program began being implemented
in early 1992, with 150 companies being considered for sale, in-
cluding the state airline, or dismantlement (a total of 12 enterprises
were privatized in 1992). In early 1992, government’s 20 percent
tax on interest from dollar savings deposits, designed to push down
the value of sol, instead pushed up exchange rate and further
squeezed liquidity.




Transportation and Communications

Ports: Lima’s port of Callao services most shipping. Of country’s
seventeen deep-water ports, most in northern Peru. Five main river
ports.

Railroads: System totaled 1,884 kilometers in 1990 (1,584 kilo-
meters of standard gauge and 300 kilometers of narrow-gauge track).

Roads: System totaled 69,942 kilometers in 1991, including 7,459
kilometers of paved roads, 13,538 kilometers of gravel, and 48,945
kilometers of unimproved earth. Road maintenance haphazard and
substandard, except for Pan American Highway and Trans-Andean
Highway.

Airports: In 1991 Peru had 201 usable airports, 36 with permanent-
surface runways. Jorge Chévez International Airport near Lima
principal international airport.

Waterways: Totaled 8,600 kilometers of navigable tributaries of
the Rio Amazonas (Amazon River) and 208 kilometers of Lake
Titicaca.

Telecommunications: Telephone system one of Latin America’s
least developed (544,000 telephones). Peru eliminated its telecom-
munications monopoly in November 1991 after concluding state
companies had impeded modernization and hurt consumers, es-
pecially in rural areas. Broadcast stations included 273 AM, no
FM, 140 TV, 144 shortwave.

Government and Politics

Government: On April 5, 1992, democratically elected President
Fujimori staged military-backed self-coup, closing legislative and
Judicial branches and suspending 1979 constitution. Under 1979
constitution, executive power vested in president of the republic,
elected for a five-year term. If no one presidential candidate received
an absolute majority, the first- and second-place candidates ran
in a runoff election. President could not serve two consecutive terms.
Governed with a Council of Ministers that included a prime
minister. Bicameral Congress had a 60-member Senate, elected
on a district basis; and a 180-member Chamber of Deputies directly
elected by proportional representation. Both houses elected for terms
of five years coinciding with those of president and vice president.
Only 6 percent of congressional seats occupied by women in 1991.
Needed two-thirds vote to override presidential veto. Supreme Court
of Justice highest judicial authority; twelve members nominated
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by president for life terms. At regional level, 1979 constitution man-
dated establishment of regional governments. Regionalization in-
itiated in 1988 but stalled in 1992. Direct elections for municipalities
held every three years and for regions, every five years. Under in-
ternational pressure, Fujimori began transition to his reformed ver-
sion of democracy with the establishment of the Democratic
Constituent Congress (Congreso Constituyente Democratico—CCD)
to serve as autonomous, single-chamber legislative body. Its eighty
members were elected on November 22, 1992, in free and fair elec-
tions. Nationwide municipal elections held on January 29, 1993.

Politics: Peru’s multiparty system traditionally has had numer-
ous political parties. Virtually unknown, Fujimori ran for presi-
dent in 1990 as outsider candidate of Peru’s newest party, Cambio
'90 (Change '90). With help from business and informal sectors
and Evangelical grassroots organizers, Fujimori elected overwhelm-
ingly by electorate that had lost faith in established political sys-
tem. Succeeded populist Alan Garcia Pérez, controversial head of
left-of-center American Popular Revolutionary Party (Alianza
Popular Revolucionaria Americana—APRA), Peru’s oldest party.
Impatient with legislative and judicial hindrance of free-market re-
forms, Fujimori staged self-coup on April 5, 1992, with full backing
of armed forces, dissolving Congress, suspending 1979 constitu-
tion, and moving against political opposition led by Garcia, who,
accused of stockpiling weapons, fled into exile.

International Relations: In 1970s Peru’s leftist military regime
adopted independent, nonaligned course, expanding ties with com-
munist world, particularly Soviet Union, becoming its largest mili-
tary client in Latin America. Civilian government in 1980-85
deemphasized Peru’s nonaligned stance and sought closer relation-
ships with United States and Latin America. Under Garcia, Peru
reverted to anti-imperialist, openly confrontational strategy, strain-
ing relations with international financial community. Isolated stance
on nonpayment of foreign debt, country’s economic and insurgency
crises, and cholera epidemic strained relations with neighbors.
Fujimori sought to repair Peru’s standing in international finan-
cial community and relations improved. Despite signing of drug
accord in May 1991, relations with United States remained strained
over Fujimori’s reluctance to increase United States and Peruvian
military efforts in eradicating coca fields and improving govern-
ment’s human rights record.

United States economic assistance to Peru has aimed at com-
batting narcotics. United States provided US$173 million in aid
in fiscal year (FY) 1991 and US$129 million in FY 1992. About

xxii

- kv e r—



e

oo mras -3 et sl <+ e nes . -

US$85 million in additional Economic Support Fund (ESF) as-
sistance appropriated in FY 1991 and FY 1992 was suspended in
September 1991 because of human rights conditions imposed on
the FY 1991 aid and because of the April 5, 1992, self-coup. Unit-
ed States FY 1993 foreign aid appropriation legislation prohibited
FY 1993 military aid for Peru and reduced ESF assistance to US$40
million. Available FY 1993 United States support totaled US$245
million, including US$130 million in accumulated ESF assistance
funds, US$25 million in development assistance, US$72 million
in food aid, US$17.5 million in counternarcotics assistance, and
US$0.7 million in International Military Education and Training
(IMET) assistance. International community was also unwilling
to provide credit or aid until restoration of democratic government.
This attitude changed in March 1993 when Peru cleared its ar-
rears with IMF. United States administration of President Bill Clin-
ton subsequently released, in stages, suspended ESF assistance,
specifically US$85 million 