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I. SUlMMY 

Central American export and tourism deve is ratedattentio In a National erity Coucilreive a 
a chronic balance of trade def icit end reeds to develop oww damesof export earnings to satisfy Its inemaing foreign curncmy we.quirements arising from general developmetal needs .Mw ofthis project Is to increase non-tradftiwW exports by -uythe co norializatim of existing products and to assist In deepveloping the institut ialomframewoic necessary for aprogram o export developmento A miniwlj tmu1y neaulof tecinical asetabtlWwi b* provided by the AXD Mission in the first stage, but theGmnm et of Guatemal w;.11 have to demnmstrnte its c nutumatto export development by expeditinrr acti necessary Zor the *eeition of a mtional xpoxt development Institution and by fumdiwius iperat$ion, whereupon additional AID and other resuwrcesbe .uael2d into the program. These resounrces incb.de tedal.assistance Ji 3eeking Immedlte sales t ulets9 in thv formationand ,)pe-ation of a national cxpo;-.
px' va

developrent institutions a-- trading corporations, a pssib.e AflD loman for an%airporto.jst!c-. , faci1ty and cold stx'age warehouse for exportab)W Pr,dtce zund major export arketitg programs funded by eithei theRI) Feasibility Study Loan or the Rtral Development Loan, or bo**All USAID EuatemaU activities will be coozdinated with RMP and.16(14 r.egional Institution activities In the same f ieldo 

" T h orlea~l kas zir.a cenststent deficit on balance
_ic.. .it..a h .al.hy Increase of ex rts to its CACNd. from these exports offret produce2 clothing

-'11*t ,td processed fo•dc and iscellaneous manufac; ;-' 9 (1,atpmalan cxpoart Una.r. heavily concentrated
tra.Utional items -- coffee, sugar,, cotton and recently meat -whteih o're subject to price mrvements and quantity restrictions 
.- vond o.ute-mala 3 effective ccmt.relo
 
,it number of 
Goverinent Ministries and autonomouas institutionsccnsldei, they have rolea to play in extport and tourism developalvnt, without necessar.-ily having the resources necessary to take& :L'.-"::ole. 
buxt 0tth their bureauczatic mechanisms readyact. KLiwisep the privatpe 

to 
sector is fragme.ted into a number
of sekparate organizations, and has had little experience Inexport and tourism operations. There is no trading com unity,as such. A mixed public-private National Conuission on ForeignCoarwree exists and seems to have a mandate in this field but 
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has been totally inoperative. The private sector has had rese.
vations about cooperating with the Oovernent and the Govenment
is hesitant about providing export incentives to private enter
prise. 

IU. STATEGY 

The planned strategy is to facilitate the implementation of an
integrated national program of export cnd tourism development*
tw=ith the full support and participation of the Government of Qua
tcmala and its autonomous institutions along with the privatt.
.ector of Guatemala. Mie Mission wi.U provide teclical resources
ained at identifying exportable products and tourist attractions
and implementing their sale in foreign markets and resources
aimed at creating a viable institution which can unify the dif
fuse erer yic., and resources availablc in the country and focus
them on the structural or other chagges ieeded to implement an
integrated nat-ional export cxpanoion proqv.mi. 

rhesc technical assistance irrults will b, coordinated with parallelefforLts on a regional level and those efforts conducted by regional
organizations (SIECA-CVW Programn Co junto) and international
inst±tutions (PAO/ANACKyE, for instance). New inputs beyond those
already committed will be staged parri passu with act-Zons taken
by the Government of Guatemala to oroanize export development
institutions with which the AID te(aaiical assistance inputs will 
interact, Tn the absnce of suitable and necessary G.vernment
actimsi or .lack of interest$, technical assistance on a reduced
level will he provided to the pziva'te sector to assist in the 
d~ve,.o~nr~t ,M: .,i trzdinj com~unit}y nd the identification and
Uicilitation oA sp3cific export transactions, as well as for the
developm nt of export-oriented investment opportunities. To the 
ext nt possible, projects will aim at developing non-traditional 
outlets (other than in the US) for those products which 
,r~nuoi.ve in US-Cuateiralan 

are
comoercial relations, cog., textiles

ard aeat 

IV. PLANIDED TARGET1, RRESULTS ND OUTPUTS 

7here are three broad targetsq the citing of which recognizes
that it is the private sector which exports; the Goverment
provides the unbrolla of incentives and facilitation. 

A. Create a viable and functionig mixed public/private export
development institutian (hereafter named Export Development
Center) which can address and resolve those policy, admin-
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istrative and Incentive masuurs mcesay to bring abouta truly national aid witfied export dowloaptnt effoit.
On present reading it appears legislation will be passed
to set up such a Center in 1970. 

B. 	 Establish on-ging comercial channels for an increasing
volume of non-traditional products, not necessarily all In 
the 	US market.
 

C. 	 Develop and expand the 	tourism industry of Guatemalao 

D. 	Form one private, for profit, broadly-held Export Trading
Corporation° 

Thus, the prime target is the creation of institutions with whichtechnical assistance inputs, from whatever sources, can cooperate,These inputs then can attack such specific problems as productdcvelopment, q'uality controlt documentation and export manegement,
market pcnetr'ation, export infrastructurev and tourism. 

This PROP cannot specify dollar vtAwnes or percentages of incr*ase
of export.,:. or tourists. Neither can it really specify continuingoperational and maintenance requirements and their budgetary implications at this time, inasmuch as the development of the projectdepends so closely on Government action, e.go, proposed legirlation for an Export Development Center and adequate staffing of
such a Center. 

V. 	 COURSE OF hCTION 

A. 	 The Missicn has established fresh contacts with those Governmcnt and private sector institutions Involved or potentially
involved in export development and thereby has fostered
cnchanced interest in the need for progress in this field.Realizing the obvious need for a centralized organi,ation,

for 	export incentives, and most difficult, for coordinated
hard t-ork to develop both, in turn implying a need for immediate ":success stories" to maintain the necessary interest
and 	 participation, the 	Mission already has negotiated a Projcct Agreement with the Government and private sector. ThisProject Agreement (69-17, May 28, 196J) provides for a USAIh
technician, First, the technician will atternit to identifythose local ,rlyfucts commercially exportable now and assist intheir comnerciolization through the establishment of reliableoutlets in extra-CACM markets (create "success stories"),Secondly, he will assess the feasibility of forming a private 
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export sales corporation. These "first stage" activities 
will be continued and amplified in a "Lecond stage" (Soc.
"C" bellow) upon demonstration satisfactory to 'SAID that 
progress is being made towards the creation of a viable 
national export development institution and/or demonstration,
that a private export sales corporation is feasible and acceptable
 
to the private sector°
 

B. 	Meanwhile, the Mission continues to cooperate with an informal
 
private sector working group to maintain impetus. This group

has drafted legislation considered necessary to establish a
 
national t.port Developmert C(.nter and presented it to the
 
Ministry of Economy. It has done preliminary research in the
 
areas of impediinents to cxjort transactions, in credit policy,
and has under considzration the articles of incorporation of 
an export trading corporation. Initial contactu have been 
held with agriculturists interested in forming an export pro
ducers organization. The Mission will continue to seek to 
encourage forward progress on the part of the Ministry of 
Eonomy and wll use private sector organizations for this 
purp S.o 

C. 	Assuming there is satisfactory progress toward creation of a 
viable national export development institution, the "second 
stage" will be implcmented. The USAID technician will con
tinue to assist in the commercialization of exportable pro-.
ducts as well as assist in the formation of export develop
ment institutions, recommend additional technical assistance
 
input6 and suggest changes in local plicies and conditions
 
impeding export and tourism develo[,ment. The technician will 
also assit in the incorporation and initial operations of the 
private trading corporation. If the "first stage" findings
indicate this corporation is feasible, this ,portionof the
"second stage-" probdbly will be implcmented as a safety
valve, whether or not the Government makes satisfactory pro
gresS toward meeting its commitments. 

D. Given the present situation in Guatemala, che new Administra
tion will not be able to focus on any export development pro
gram until mid 1970. The legislation drafted by the private 
sector could languish within the Ministry of Economy or not 
1jaE-s in Congress. In this case, the Mis,.ion will proceed as 
followls: 

2. Continue working relations with th private sector (includ
ing, as indicated in C above, assist in setting up the
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Export Trading Corporation) and attempt to extend the 
scope of the private sector working group. Ws would 
include the formation of widely representative workbg 
groups to address such questions as minor tax incentives, 
credit incentivi:s, implementation of draw-back and general 
warehousing laws, transportation, market developm.nt, 
documentation, product development, tourism, and so forth. 
To a large extent, the resources of the various Chamber8 
of Commerce, a: Industry, of Agriculture, etc., and the 
h-erican Chamber of Comm,erce will be used. 

2. 	 A National Export Development Advisory Council will be 
formed after July I, 1970, which will have as its members 
representatives from the public and private sectors. 

3. 	Agriculture produce marketing and exfort development
 
activities and tourism can be carried out as part of the
 
rural dcveloprment loan.
 

4. 	 Liaison vill be maintained w:ith ROCAP, .ith SIECA/CABEX 
.Proqama Conjunto activities aimed at tax incentives, 
export crEit-ioduct and market, and tourism develop
ment on a regional level. 

5. 	 No other 1.!"ssion inputs arc contemplated. 

E. 	Under ot.timum conditions (if those possibilities stated in
 
Section 'D" abovc do not occur), the Mission will proceed as
 
fo11o.'s:
 

1. 	Continu, tvith the entire technical assistance project 
comnitted in FY 69, implemcnting it. generally speakdng, 
during the course of CY 1i70-71. 

2. 	Continue to commit FY 71 funds which have been allocat.ed 
to back-up participant training ($10,000. This involves: 
a) training tri(s for governmpnt officials to existing 
national export development institutions in,for instance, 
Bogota and San JosO and, b) for executives of the private 
trading corl oration, trips to Combination Export Manager 
operations in the US. 

3. 	In addition to these resources, the Mission understands
 
that ROCAP is considering the possibility of negotiating 
an open-end personal service contract which would provide 
a broad range of technical expertise, on demand, in each 
of the Mi41ssions. 
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4. 	 The Mission has held Initial discussions regarding the 
possiblity of providing Joan funding for the cometme. 
tion of an airport customhouse and a produce grading asid 
chilling station with warehouse, etc. at Zacapa or Perto 
Barrios, which would also provide export shipping facil
ities, including refrigerated holding storage for fresh 
produce, flowers, meat and shrimp. 

5. 	 As Guatemala's capacity for implementing coordinated 
policies in the export field increases and as it develops 
an institutional capacity to deal with export-related 
problems, there will be enhanced opportunities to put into 
operation substantial agro-business and tourism complexes 
usirt resources available from the rural development loan 
nou Aer discussion. 

VI. 	 SWDING REQUIEMNTS
 
FY 171 FY 172
 

A. Personal Services 	 

1) Direct 
Local Personnel $10,000 $10,000 

2) PAZA 
Export Development Advisor 40,000 40,000 

B, 	Participants 

2 to CACM in Marketing & 
Merchandising Training 5,000 5,000 

2 to USA in Tourism Training 5,000 5,000 

C. 	 Commodities 

D. 	 Other Costs 

3 Trade Missions: 

a) Europe 12,000 12,000 
b) Canada, Caribbean, South America 8,000 8,000 
c) USA 10,000 10,000 

TOTAL 	 $90,000 $90,000 

DAVIS 
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