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June 18, 1976 

MEMORANDUM FOR THE ~VELOPMENT LOAN COMMITTEE 

SUBJECT: GUATEMALA - Municipal Earthquake Recovery 

Attached for your review is the recommendation for author­
ization of a loan to the Government of Guatemala of not to 
exceed Eight Million United States dollars ($8,000,000) to 
assist in financing United States dollar and Central American 
COll1TlOn Market local currency costs to carry out a program for 
municipal earthquake recovery - including (i) establishment 
of a Municipal Recovery Fund to finance rehabilitation and 
construction of essential municipal infrastructure, (ii) 
establishment of a Municipal Enterprise Fund to finance 
municipal projects, and (iii) establishment and implementa­
tion of a trainin~ and technical assistance program at the 
municipal level, (IiProject ll

). 

This loan is scheduled for consideration by the Development 
Loan Staff Committee on Friday, June 25, 1976 ~t 10:00 a.m. 
in Room 2248 New State; please note your views are requested 
by close of business on Tuesday, June 29, 1976. If you are 
a voting member a poll sheet has been enclosed for your 
response. 

Attachment: 

Development Loan Committee 
Office of Development Program Review 

and Evaluation 

Summary and Recommendations 
Project Analysis 
Annexes 
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B. Recommendations 

The following actions are being submitted for approval 
within this Project Paper: 

Loan 

(Terms: 40 years, 10 years grace 
period. Tio during grace -- 3% 
thereafter) 

Total 

c. Description of the Project 

1. Borrower 

$8,000,000 

$8,000,000 
--------------------

The Borrower will be tlJ!p Gove'rnme t of l-:ua temala • 
'll1e proceeds of the loan VJill e made avai able to the 
Instituto de Fomento Municipa (INFOM), an! autonomous GOG 
agency, which will be responsi le for implementing the 
program and administering the an. / 

2. Project Summary 

a. Background and Strategy 

On February 4, 1976, shortly after three in 
the morning, a massive earthquake made itself felt through 
a large portion of Gua temala, the most powerful widespread 
earthquake ever experienced in Central America. Over 
23,000 were left dead, nearly 75,000 were injured and over 
a million of Guatemala'3 six million inhabitants were left 
without shelter. Of the sixteen departments affected, the 
Department of Chimaltenango was hit the hardest - nearly 
100% of the homes were destroyed, more than one person out 
of ten was killed in some of its towns, 14 towns were 
totally destroyed and less than 30% remain standing in 
varying degrees in 17 other towns. In the earthquake zone, 
101 municipios suff2red damage. 
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In formulating its reconstruction plans, the 
GOG's underlying strategy is amply expressed by the slogan: 

"Reconstruir sin dejar de producir". 

Embodied within this strategy are the follow­
ing three guiding principles: 

Continuation of plans and programs essential 
to the country's long-term economic and social development 
accompanied by an expansion o~ public investment programs 
for earthquake recovery; 

A reconstruction process that goes beyond 
replacing damaged infrastructure to significantly improve 
economic and social conditions for the people in the earth­
quake zone; and 

Participation of all Guatemalans in the 
self-help reconstruction effort. 

b. Project Goal and Purposes 

The overall goal of the project is to restore 
and upgrade the quality of life of the inhabitants living 
in the earthquake 30no. Within that goal the purpose is 
to restore and upgrade the capacity of the 101 municipal 
governments in the earthquake zone to provide the local 
infrastructure and services required by their inhabitants. 
Specifically, the Project will: 

i. Provide funds and economic, engineering, 
administrative and construction assistance to the munic­
ipali ties to _~.iIDl1.~YiLiI}.f..r.as :truc .. t.uI:.~,~<?-_'l(L~J:­
vices damaged by the earthquake. 

11. Res.:t:o.rea nd impro.v.~~~apitc::i ~ Qt the 
municipali ties to carry out the func tions of local govern­
~cludin'g-tnemanagement of municipal services. 

iii. Expand and strengthen the capacity of 
INFOM to assist the municipalities. 
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3. Project Activities 

a. Municipal Reconstruction Fund 

Loan funds and GOG counterpart will be utilized 
to create a fund within INFDM, which will finance the con­
struction of municipal infrastructure in the municipalities 
affected by the earthquake, for the purpose of restoring 
destroyed or damaged public services. In keeping with the 
objective of improving economic and social conditions in 
the affected area, provision has also been made for financing 
public services that did not previously exist. Funds will 
be provided to the municipalities at highly concessionary 
tenns. Eligible projects include water, sewerage, markets, 
slaughterhouses, municipal buildings, electrification, waste 
disposal and street improvement. 

b. Municipal Institutional D~velorment 

INFOM will carry out d technical assistance and 
training program for municipal employees to strengthen the 
administration of local government. This program will be 
directed toward improving the capacity of the municipalities 
to opera te and maintain essential public services, incr.-ease 
revenue cOilections, and carry out all other general admin­
istrativE functions. The technical assistance will be pro­
vided by field teams which will s~end several days in each 
municipality and the training programs will be conducted at 
INFOM headquarters and selected regional training sites. 

c. INFOM Institutional Development 

The Project includes an institutional support 
program to strengthen the capacity of INFOM to carry out 
the municipal recovery and development ac tivi ties. Loan 
and counterpart funds vlill be provided for adding key per­
sonnel to the INFOM staff, procurement of specialized equip­
ment, contracting of local and foreign technical assistance 
and the financing of professional training abroad. The 
support program will concentrate on improving INFOM capacity 
in the areas of regional planning, evaluation, automatic 
data processing and environmental impact planning. 
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d. Municipal Ente.rprise Fund 

A pilot program will be instituted to test the 
feasibility of increasing municipal revenues, through 
creation of small scale municipal enterprises. Initial 
projects will concentrate on provision of facilities that 
can be rented to private sector entities ~nd establishment 
of' municipally owned and operated small industries. These 
might include storage facilities, bloc k and brick fabric­
ation, door and window making, etc. Loan funds will also 
be used for an in-depth evalua tion during the course of the 
program. 

D. Summary Findings 

The Project Committee has reviewed the technical, 
economic and financial aspects of the proposed Project. 
On the basis of this revievl and the inves tiga tions of 
private consult,lnts durinC] proiect design, the Committee 
recOJrunends that u loun be authorized to the l~overnment 
of Guatemal,l in dn lm!lllnt not to e'(c0ed ~tJ million. 

These recommenda tions are based t!11 tll'.:.' Lommi ttee' s 
findings that the Project will mak~ a substantial and 
timely contribution towards the improvement of the quali ty 
of life and socio-eccmomic activi ties by restoring and 
improving municipal infrastructure in the areas damaged 
by the earthquake. There a re no technical or administra tive 
barriers foreseen in this Proj ec t and its implemen ta tion 
will be ini tia ted as indic3. ted in the plans inc luded in 
Parts II and IV. 

The Project meets all applicable statutory criteria 
(see Annex D), and the Mission Director's 611(e) certifi­
cation is included as Annex E. 
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r.. Issues 

1. Maximi~ing Fa rticipa tion 

The GOG decision to finance subprojects to the 
maximum extent possible through a combination of loans 
and grants, raises the possibility that some of the poor­
est municipalities may not be able to participate in the 
program or will be able to participate only to a limited 
extent. The underlying rationale for not accepting a 
100'\ grant procedure is set forth in detail in Section II 
of this paper. Based on experience vJi til a number of 
reconstructi,:m 3.pproaches taken by various agencies after 
the earthquake, the Project Committee concurs with INFOM's 
decision. To provide for those municipalities that could 
not participate even on a concessionary grant/loan basis, 
INFDM has accepted the principal of lOO~ grants. Never­
theless, given INFOM's "banking" predilections which 
ordinarily serve the institution well, close monitoring 
will be necessary to I:'I1SLlre that maxirnwn participation is 
obtained. Because precis~ criteri~ ~r0 difficult to 
fOIlnulate at this time duo to the vJI''.'ing imr"lct of the 
earthquake on municipcll finances, INF\J!>l will be required 
to rank municipalities after conducting extensive studies 
of their financial si tua dons. This \vill be the basic 
tool for moni toring the si tua tion. 

2. Revenue Generation 

Any project which deals with the municipalities 
in Guatemala inevitably must confront the problems caused 
by their low level of revenue generation. This has been 
a traditional constraint on municipal development which 
has been only partially alleviated through the creation 
of INFOM 2nd the more rational use of central government 
transfers which resulted. There are two basic approaches 
for addressing the problem: improvement in tax admin­
istration and changes in tax policy will improve the 
situation, but oniy the latter will lead to a major 
turnaround (assuming the will is there to apply new 
taxes). 

The Project Cornmi ttee has chosen to concentrate 
on improved tax administration through provision of tech­
nical assistance and training to municipal employees for 
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a number of reasons. The objective of the loan is to 
provide timely assistance to earthquake devastated areas. 
As such, institution building and broad development goals 
are secondary objectives. Changes in tax policy would 
require Guatemalan congressional action, a process which is 
both time consuming and uncertain. If a Congressional 
change in tax policy would be an AID issue and objective 
(and therefore be made a condition precedent to disburse­
ment), initiation of loan disbursements could be greatly 
delayed at a time when rapid implementation is essential 
to meeting the AID earthquake relief goals. 

However, the tax policy issue will not be ignoren - in 
spite of the constraints of the Guatemalan situation. 
One of the princip3l problems is the fact that the full 
dimensions of the municipal revenue problem is unclear, 
i.e. to what extent are these deficiences in the exist-
ing tax and fee structures, and their administration, and 
what extent is there simply a need for new revenue sources, 
either local or national. At the present time a limited 
study of municipal revenues is being carried out by a 3 
man GOG inter-agency commission (one representative from 
INFOM, the Ministry of Finance and the Planning Council) 
with partial financing under an AID grant. The purpose 
of the study is to review and analyze from a legal and 
economic standpoint the status of locally generated 
municipal revenues. It is intended that the findings 
of this study would be useful as background information 
for the preparation of a draft bill for a municipal tax 
code. The Mission has decided that AID should not become 
invol ved in supporting ar.y specific recommendation or 
in assisting in drafting any proposed legislation. 

Although the results are not yet avialable, it is antici­
pated that the aforementioned study will go a long way 
toward defining the present financial condition of 
Guatemalan municipalities. Should there be significant 
gaps in the findings of the present review the Mission plans 
to continue to support (to the extent possible and subject 
to INFOM's approval) from loan or grant financing further 
INFOM studies of municipal revenue sources which may be 
required to provide a comprehensive analysis of municipal 
revenues. For example, it is clear that further stUdy 
will probably be needed of the national taxes benefiting the 
li,unicipalities. 

The objective of all such studies is to provide compre­
hensive analysis which will: (a) review the status of mun­
icipal revenue sources, particularly the tax and fee 
structure, both at the local and national levels from an 
economic, legal and administrative standpoint; and (b) iden­
tify major deficiencies. 
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FART II - PROJECT BACKGROUND AND DETAILED DESCRIPTION 

A. Background 

1. Earthquake Damage Assessment 

On February 4, 1976 shortly after three in the morn­
ing, a massive earthquake made itself felt through the high­
lands of Guatemala, the most powerful widespread earthquake 
ever experienced in Central America. Over 23,000 were ~eft 
dead, nearly 75,000 were injured and over a million of Gua­
temala's six million inhabitants were left without shelter. 
Of the sixteen rlepartments affected, the Department of Chi­
maltenango was hit the hardest -- nearly 100% of the homes 
were dest:coyed, more than one person out of ten was killed 
in some of its tmvlls, 14 tOIt:;-.~ were totally destroyed and 
less than 30:',· remain standing in varying degrees in 17 oth­
er towns. In the entire earthquake zone, all 101 municipios 
were affected. 1/ 

In general terms, it can be said that displacement 
of Guatemalan productive capacity (e.g., industrial, commer­
cial, agriculture, etc.) is modest. This is particularly 

~ 
trut' for basic exports, which suffered minimal damage. On 

~ \ the other hand, the earthquake has caused a_s-o_cial_prabL:ml­
~ l)f nJti,'nal rro[lort ions since it le1 t one ~',i xth of the rop­

ulation homeless and dest~oyed 40% of the fixed health fa­
cilities, 25% of the schools, and 40% of the buildings used 
for social welfare services. The picture is even worse if 
it is kept in mind that the greatest destruction and damage 
is being borne by structures servicing the poorest p80ple. 
The earthquake damage is best described by sector: 

y These data and Jther information describing the effects 
of the earthquake are derived from the following reports: 
World Bank, Guatemala - Impact of Earthquake, ~arch 16, 
1976; AID/RCCAP, Impact of Earthquake on February 4 on 
the Guatemalan Economy: A Macro-Economic Analysis, March 
10, 1976 and the updated version of May 28, 1976; and, 
Secretarfa General Consejo Nacional de Planificaci6n 
Econ6mica, Evaluaci6n de los Danos Causados por el Te­
rremoto, Su Impacto Sobre el Desarrollo Econ6mico y So­
cial, y Lineamientos para un Programa Inmediato de Re­
construcci6n, March 1976. 
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a. HOllSinq . 
The heaviest damage occurred to housing affect-

11\9 mainly the lowest income gr.oups living in houses made 
of adobe. Sin~e these houses were generally built without 
colwnns or reinrorcing material and without the benefit of 
technical know-how, they had absolutely no earthquake re­
sistance. The houses of the middle and upper income groups 
and the commercial struc ures in the capital city, on the 
other hand, only suffered very moderate damage or none at all. 

About 59,000 housing units in metropolitan Gua­
temala or 40% of the city's s t ock wa s ~est~y d. Another 
160, 000 housing units were ' de·str--?y.ti.d Jitl':'~o~ '21 t ies. towns J 

and rural areas which in total bririgs to . of the 
total housing affected. A World Bank that 
these estimates were Dep.a.rt-
ments yisited, the 
stresses the fact 
in Guatemala City (j 

i ncome groups were " 
population living 

by maj or 
liente 
blocked by 
extensive 

season. 
other 
to 

to ho';pil:als, 

to 
or 
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education sector was seriously affected. 
sehool buildings in the earthquaKe zone, about 

damaged 0 ....-:; estroyed. Approximately, 1,800 stu-

I tIl~~~~S~~~ 5 1 tliioCh r j< we!'e kil!j.ed . 

. ~ ifJ.-;V d. ~c~;~e Sectors 

""il~~" I,(l i~du.~ry , the large scale modern area located 
~ai~11Y around Guatemala City suffered little damage and 

,JI. mofit .f it 1s n"bw back in operation . OUtside of Guatemala 
G.t. ,~i'ft is estimate d that 45,000 to 50,000 arti s,iJ1s who 
:~'~a i1mployed making pottery, textiles, silver wor~(, and oth­
~~~~rt and handicraft objects produced in the highland towns, 

~ ost all or par r:f.dr:.tChei r tools, materials, and their estab-
~, li shments . r' r ~~ 

~~i,,'.';I~e , th-e : amage was minimal. Fortun­
mos t of t,l i~ c_rops bi-,p.··been harvested and little damage 

to qr~ i1~~R,~exce~t fo~ roads and irrigation works, 
-~ ... 

commerce and services, although 
commerci~l buildings, the 

traders in the villages. 
in ol der adobe structures 

of the type of build-

be reduced during 1976. 

~i~~~~~~~!!!~~~~~~~:~~ expected that by the end 
si tuatlon would be back to a 

no"," , this optimistic projection 
W nter of 1976 appears to be a 

, Damage Estimates and Recon-

~~~~~~~~!~~~~:~~Gover~~ent has stated that It intends along with the broader goals of the 
79 This means that although the ef-

fcct~ of will require the reformulation of 
publlc p~amD and development policies to some 
extent , will. continue with its plans to undertake 
programs tor the~untryls long-term econamdc and 

~--r;~~ial develoPj~_~ h ~.if1ancial expenditures involved 

0.,..:,1'""" ~IJ ~,. t:::'c;r<r~!J 
"~L ~-E:"'11!'"' "" i'!',' .6~~ ~~ ~SPi'~' ~ ... ~I>)" =,"" 

1t'if~ ,~~: ¢;::Jr~iJiil"':i~ 
.t'i'§:; " ~' .. 
, ... -

http:444on.se
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ill reconstruction investment arE" thus to be considered a ~, 
actditi0nal to that ori~inally contemplatE'd ill the' Develop­
ml'nt Plan , 

The Government has also stated that the reconstruc ­
tion process does not necessarily entail the rebuilding and 
rehabilitation of damaged social and economic infrastructure 
as it existed before . The GOG intends to carry out a recon-
struction program in the countryside which will upgrade the tf-- ----i 
level of public service and the quality of life in general. 
This means, among other things, a housing program with im-
proved quality and safety; incentives for new rural produc -
tive activities; and improved municipal faciljties and ser v-
ices. The Government1s progr am will be giving support , on 
a priority basis, to low- income comrnunitites and individuals. 

Finally, the G~ has declared t hat reconstruction 
will be t he responsibi ~ity of all Guatemalan s . Consequent ­
ly, the GOG is encouraging the widest participation by 'k\3Y 
inter est groups to aid in the reconstruction ('ffort . As~, 

f i ['st s tep a National Reconstruction COlf1nittee complementf."d 
by local committees has been created, cl£ coordinate the 
overall recovery program. 

Within these general principles, the GOG has estdb­
li shed to date several reconstruction priorities for immed­
iate ac t ion . Housing dnd complementary municipal services 
as well as restoration of the rural productive base are the 
most urgent priorities. Programs are being devised to re­
store to full capac i t y the farm sector and the artisan sub­
sector including credit, technical assistance and marketing, 
making maximum use of cooperatives. Repair of the Atlantic 
High\vay and other major highways has been initiated. 

In the edUcation sector, repair and repl acement of 
damaged school s has begun with a large recons t ruction pro­
gram in the final planning stage. Medical services and 
disea se prevention has also received attention. Plans are 
being Cbmpleted for rebuilding health posts and at least 
two large hospitals in the earthquake zone. Immediate at­
tention has been given to emergency repair of rural water 
and sewerage systems and further reconstruction efforts 
are being planned. 
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3. AID and ()ther Donor Participation in Overall 
Earthquake Response 

a. AID Support 

The GOG has requested that AID concentrate its 
efforts in rural areas with the IDB and IBRD assisting in 
Guatemala City and with larger public infrastructure proj­
ects throughout Lhe affected area. AID support to the GOG 
reconstruction effort to date consists of a $25 million 
emergency relief grant and increased PL 480 Title II ship­
ments. The relief grant is directed at meeting emergency 
and ilTUnediate rehabili tation needs such CiS shelter, road 
clearing, landslide removal, emergency water supply repair, 
reconstruction of classrooms, etc. 

III addition, a PL 480 Title I sale d $2.8 mil­
lion ;1as bec'n authorized and negotiations are currently 
underway. Apart from the loan proposed herein, the Mission 
has identii.' ied a number of are~,s for possi ble future sup­
port through reconstruction loans: rural housing ($15.0 mil­
lion) alld education ($10.0 million). f!mvever, a decision 
tc proC'peci en these projects must await a clearer defini-
t h1l' of n,'pds and intentions of other donors. Possible use 
lit tll(' housillCl :1uaranty prolJrarn is ctlso under consideration. 

TIl(' ililpact of the disaster 011 the Mission's 
Pl'I'j0cte<i FY 1 g 77 loan program (non-formal education, $5.0 
million; rnarkct tr)',vns, $3.6 million; and coop marketing, 
$,.J..2 mi.l.lion) is sti.ll unc.lc!ar. flo\vever, it appears that 
the'! proposed mark.et tOlrms .loan will be postponed in view 
of I NFOr·l' s heavy im'::!l vement in the reconstruction process. 
The rema:i ning t·,vo arl.:o still under activ'O' consideration. 

h. ether Donor Participation 

The corruni tments from other donors that are ex­
pected t() he realized in CY 1976 based on information from 
the National Economic Planning Council as of March 5, 1976, 
are as follows: 



Organi::ation 

IBRD 

IDB 

CABEI 

Venezuela 

TOTAL 
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Amount 
(Millions) 

25.0 

78.0 

13.0 

20.0 

136.0 

UNCLASSIFIED 

Purpose 

Housing sites and services, 
schools and port repairs. 

Rural health, hospitals, 
machinery, equipment and 
social development services. 

Reconstruction of highways 
and low-cost housing. 

Housing and other uses to 
be determined. 

4. Impact on Municipalities and their Capacity to 
Recover 

a. The Scatus of the Municipalities 

1. Setting of Local Government 

The Guatemalan Constitution of 1965 and 
the Nunicipal Code of 1957 designate the "municipio" as 
the lowest corporate unit for local government in the gov­
ernmental hierarchy of the country. The municipio covers 
a geographic area similar to a U.S. county and contains 
a principal population center (cabecera) which is the coun­
try seat and lesser population centers called "aldeas". 

The Guatemalan muni~ipalities are divided 
into four (4) cate~ories under the Municipal Code: 
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Category Criteria Number of 
Mici~pios 

Average 
Municipal 
Income 
(F97) 

I Population more than 
100,000 and Depart­
ment Capitals 

22 Q166,800* 

II Population 10,000 to 
99,999 and ports 

113 53,680 

III Population 5,000 to 
9,999 

96 18,340 

IV Population 1,000 to 
4,999 

95 11,450 

326 

*Excludes Guatemala City
 

Each municipality is directed by a Mayor and
 
City Council, all of whom are elected to four year terms
 
of office. The principal administrative positions are the
secretary and treasurer. In Category IV municipalities

(and sometimes III), these jobs are often combined in one
 
official. 
For further details, See Municipal Government
 
Organization, Annex H.
 

2. The Problems of Local Government
 

Inadequate provision of essential public

services is perhaps the greatest problem facing minicipali­
ties in Guatemala. The installation and maintenance of
 
basic infrastructure is expensive. Below are shown aver­
age costs for the installation of basic services calcu­
lated on 1975 price levels:
 

Potable Water Q53,688
 

Sewer and Drainage 91,366
 

Public Markets 99,325
 

Slaughterhouse 14,634
 

Municipal Building 14,000
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If these costs are compared with the an­nual municipal incomes shown earlier it is clear that the
installation of any of these projects would be difficult
for any but first category municipalities, in the absence
of long-term, outside assistance such as 
that provided by

INFOM.
 

The table on the following page shows the
level of adequacy of essential public services in all muni­cipios, except Guatemala City, prior to the earthquake.
(Judgements of adequacy were made by INFOM field engineers.)
 

It should be noted that the figures on
the following page apply only to services in the county
seats. If one were to consider the adequacy of services
in other county towns, the picture becomes even more seri­
ous.
 

The administrative problems of uatemalanmunicipalities 
are 
those which are endemi- to most Latin

American municipalities. 
 The major problems are outlined
 
as follows in INFOM's Plan de Apoyo BAsico 
- 1975. 

-
 deficient revenue collection systems
 

- antiquated and difficult to administer ta. rate 
structures 

- object ciass budget format for expenses, showingonly composite figure for salaries and operating 
costs. 

- antiquated or non-existent accounting systems 

- outdated registers 

- inadequate knowledge of the administration of
 
public services
 

-
 lack of trained personnel
 



--------------------------------------------------------------------------------------------------

ADEQUACY OF MUNICIPAL SERVICES
 

Type of 
Service Good 
 Sufficient 
 Poor 'ion-existent
 

No. % No. % No. % % 

Municipalities Total Municipalities Total Municipalities 
 Total Muni:ipalities Total
 

Potable 117 36% 
 55 17% 121 37% 32 10%
 
Water
 

Sewerage & 98 30 33 
 10 3 1 191 59 
Drainage
 

Public 114 35 55 17 
 36 11 120 37 
Markets
 

Slaughter- 88 27 72 22 81 25 84 26
 
houses 

Electrifica- 227 70 33 10 23 7 z2 13 
tion 

Source: INFOM, Polftica de Crddito y Programas Especiales 1976 (Dec. 1975), p. 4. 

Cn 
IH 

tv 
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These problems can be described as self­reinforcing and increasingly detrimental to the provision

of public services. Inadequate budgeting procedures and

antiquated tax structures inhibit investment in infrastruc­
ture. 
 Poor accounting and tax collection procedures, inade­
quate record keeping and inefficient administration of pub­
lic services income, thereby affecting the adequacy and
 
coverage of public services.
 

b. Effect of the Earthquake
 

There are 101 municipalities in the earth­
quake area not counting Guatemala City. The following

table shows the urban-rural dispersion of municipal popula­
tion and the extent of housing damage.
 

EARTHQUAKE IMPACT ON HOUSING 

Department Number 
Municipios 

Average Population 
Urban Rural 

% of 
Housing 
Destroyed 

Guatemala 
El Progreso 
Sacatepdquez 
Chimaltenango 
Sololl 
Totonicap~n 
Huehuetenango 
El QuichL 
Baja Verapaz 
Alta Verapaz 
Izabal 
Zacapa 
Chiquimula 
Jalapa 
Jutiapa 

16 
8 

16 
16 
2 
5 
2 
7 
6 
2 
3 
9 
3 
4 
2 

14,528 
2,846 
4,939 
5,199 
3,776 
5,013 
7,706 
3,391 
2,787 
7,051 

11,558 
4,160 
9,886 
6,678 
9 884 

13,664 
7,874 
1,832 
8,253 

12,340 
28,456 
16,445 
22,739 
13,419 
21,628 
39,554 
9,378 

17,003 
20,868 
38 786 

47% 
79% 
54% 
89% 
47% 
50% 
49% 
51% 
56% 
44% 
26% 
65 % 
10% 
35% 
10% 

101 6,549 17,392 

Note: Urban includes communities of 2,000 population or more.
 

Source: 
 GOG 1973 Census and Consejo Nacional de Planifi­
caci6n Econ6mica, Evaluaci6n de los Dafios Causa­
dos por el Terremoto, (March 1976), Cuadro No. 4.
 



These are rural municipalities whose budgets
allowed them to provide only a minimum level of basic
public services. 
 With the earthquake, 67 municipalities

lost more 
than half their housing structures. With the
burden of reconstruction, payment of most municipal fees
and taxes has been severely curtailed.
 

As many services were intarupted or stopped
altogether with the destruction of basic infrastructure,

revenues from these 
sources have been seriously diminished.
A survey of 82 municipalities after the earthquake by
INPOM estimated that approximately 70% of operating re­
venues have been interrupted.
 

The table in the next page is indicative ofthe extent of damage done to public services.
 

Despite their weakened financial position,

the municipalities will, nevertheless, Le 
forced to assume
 a leading role in the reconstruction effort. 
They must
,"coordinate and administer the various reconstruction ac­tivLties which are taking place in their jurisdictions,
including the acquisition, storage and distribution of
 
building materials, review and recistering
tions, and inter-governmental of loan app]lic.­and voluntarycoordination. aency reliefThey are also attempting to temporarily
 
replace 
 basic nublic services by relocating and administer­
ing markets and slaughterhoases,re-establisiing municipal
headquarters and recoverinq and storinq necessary re­gisters, titles and documents, and establishing health
stations and schools which may have been destroyed. 

In the area of Municipal administration, asdistinct from public services, the surveV of 82 municipal­ities found that, in general, municipal staffs and organi­zation remained intact. The major problems are found inaccounting and tax collection systems which have been bad­ly disrupted. 
Where municipal buildings were destroyed,
the survey found that most civil, land, and tax registers
were lost or destroyed. 
 In addition, office equipment,
typewriters, files, desks, etc., 
were destroyed. A final
administrative difficulty is 
the inability, in many cases,
to pay the salaries of municipal officials who are busy
in the reconstruction effort. 
 This is the primary operat
ing expense of a municipality. 
Some municipal officials­



CONDITION OF PUBLIC SERVICES IN 72
HARDEST HIT MUNrICIPIOS IN AFFECTED AREA
 

Condition of Public Services
 
Good Damaged Destroyed Did Not Exist


Number Number 
 7 Number % NumberMunicipalities Total Municipalities Total Municipalities 
 Total Municipalities Total
 

Public
 
Markets 12 17 
 17 24 17 24 
 26 35
 

Slaughter­
houses 
 6 8 18 25 31 43 17 24 , 

Municipal
Buildings 
 9 13 21 29 42 
 58
 

Potable
 
Water* 


54 75
 

Sewer &
 
Drains' 


44 61
 

* For the 18 remaining municipios it is not possible to distinguish between water systems which
 
are in good condition and those partially damaged.
 

* 
 It will not be until well into the rainy season that the full damage to drainage and sewer0
 
systems can be determined.
 

Source: INFOM 
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are already working without salary although the admin­istrative needs have actually increased with the re­
construction effort.
 

Given all the above described problems, the
majority of the municipalities cannot implement the re­construction program unless they receive outside assist­ance. This assistance must help them replace the physi­cal facilities within which they operate and provide them
with technical assistance and other support, to restore

their traditional administrative functions.
 

5. Role of INFOM
 

The Institute for Municipal Development (INFOM)
was established as an autonomous agency of the GOG to
meet the needs of municipalities which traditionally 
­

could not provide the facilities and services needed by
their inhabitants. In becoming the contact point between

the central government and the municipalities for the
allocation of financial and technical assistance for need­ed municipal projects, INPOM greatly streamlined the

allocation process which has become increasingly more
unmanageable as 
the over 300 municipalities competed for
attention through the normal operating ministries. Essen­tially, INFOM's role is to channel central government

funds to municipalities for public works projects which
have had careful study and which will receive adequate
supervision during construction. 
Over time, INFOM hasalso undertaken to provide technical assistance to munic­
ipalities for upgrading the quality of local governmental

administration. Since its inception, INPOM has had a
history of successful operations including the adminis­
tration of a number of programs financed through inter­national donor agencies. (For additional details on INFgM's
organization and operation, see Annex I, INFOM Organiza­tion). 
 Given this role, INFOM has been designated by
central government authorities to channel local 
as well
as international resources 
to municipalities for recon­
struc tion. 
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6. Project Rationale 

Within the 101 municipalities affected by the
 
earthquake, most of the population centers were extensive­
ly damaged (many were essentially 100% destroyed), there­
by eliminating almost all municipal services available to
 
town populations as well as to the people living in rural
 
areas. Faced with the task of restoring essential p-blic
 
services and devastated physical plant, the Government of
 
Guatemala has turned to municipalities, among other ins­
titutions, to assist in the recovery effort. The county
 
governments play the key role in developing local infra­
structure and providing essential se-vices. Their res­
ponsibilities include planning, execution and operation of
 
basic services such as drinking water, drainage, street
 
paving, slaughterhouses, markets and street cleaning.

This project proposes to provide the municipalities with 
the financial and technical resources needed to repair,
 
rebuild and maintain the services they provide their
 
inhabitants. However, it will not be restricted to simply

restoring infrastructure and services to pre-earthquake 
quality and availability. An effort will be made, as
 
proclaimed by the GOG, to improve and expand the level of
 
services. 

Besides the immediate reconstruction needs, the 
Guatemalan municipality has historically suffered a number 
of serious problems. It has traditionally been dominated 
by the central government which has restricted its politi­
cal and taxing power. Consequently, the typical municipality 
is small, poorly financed, managed by low-paid and untrained 
personnel, and suffers from a lack of continuity and 
direction in providing the basic services for which it is 
responsible. This project will also attack these longer­
term problems to the extent possible within the primary
 
recovery objective. Therefore, provision is made for
 
improving municipal planning, revenue generation and admin­
istration through technical assistance and training.
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B. Project Description
 

i. Project Goal and Purpose
 

The overall goal of the project is to restore and
upgrade the quality of life of the inhabitants living in

the earthquake zone. 
Within that goal the purpose is to
 
restore and upgrade the capacity of the 101 municipal

governments in the earthquake zone 
to provide the local

infrastructure and services required by their inhabitants.
 
Specifically, the Project will:
 

a. 
Provide funds and economic, engineering, admin­
istrative and construction assistance to the municipalities

to rebuild and improve infrastructure and services damaged

by the earthquake.
 

b. Restore and improve the capacity of the mu­
nicipalities to carry out the functions of local govern­
ment, including the management of municipal services.
 

c. Expand and strengthen the capacity of INFOM
 
to assist the municipalities.
 

These purposes will be accomplished through a
 
program comprised of four components:
 

a. A reconstruction fund for financing the re­
placement, repair, and expansion of municipal facilities;
 

b. An INFOM training and technical assistance
 
program to strengthen the administration of municipal

governments, including the operation and management of
 
municipal infrastructure; 

c. An institutional support program to strengthen
the capacity of INPOM to carry out the municipal recovery

and development program; and
 

d. A pilot activity to establish a fund to finance
 
revenue generating municipal enterprises.
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(2) Markets ($2.6 million - 38 subprojects) 

This activity will include repair and re­placements of existing markets and new construction where
justified. 
 For new markets, the norms and standards de­veloped for the AID 017 loan will be followed. Three
standards of design for small, medium and large markets
have been prepared, and these will be utilized in this
program, incorporating any planning and design changes
which previous experience indicated as beneficial. Project
analyses for markets will include an evaluation of the
relationship of the proposed facility to the regional
marketing system for determining size and location.
 

(3) Slaughterhouses ('779, 00 
 - 44 subprojects)
 

This activity will include reDairs, re­placement and new construction. 
 Three standards of desiqnfor small, medium and large slaughterhouses were Pterareadunder the Loan 017 program and these will be followod inthis Project, incorporating as well ainy planning and de(iinchanges which previous experience has deemed useful. Theimplications of the regional marketing system will b, in­
cluded in determining need and size.
 

(4) Electrification (u900;o - 17 municipalities) 

INDE (The Instituto Nacional de Electrifica­ci6n), has received $1.0 million from the national governmentfor a new transmission line and some minor system repairs
in the earthquake zone. (A )art of the eirthquake area inthe Highlands was previously served by a private electriccompany whose equipment was 
badly damaged ind whose water
source is inadequate to justify its 
replacement). There­fore, INDE negotiated the purchase of this private company'sequipment and franchise. 
 INDE has developed plans to 
serve
this area and will construct a transmission line and re­placement distribution systems in the area. It is proposedthat the Fund rill help finance the ofcost distributionlines and equipment within the municipalities served. 

In addition, INFOM has received requests
for electrification from affected communities whereservice is not no7-aVa--Fie- Thse- i 
this 

also be eligible for electrification. 



(5) 	 Sanitary Waste Removal ($5O),OO0 - 16 sub­
projects). 

This subproject includes the provision of
equipment to help the municipalities collect and remove
 
waste materials and undertake other activities to improve
the 	general sanitation in the damaged towns. 
 Improved
disposal practices such as sanitary land fill, etc.,
be encouraged to improve the general health arid 

will
 
sanitation


conditions and minimize environmental damage.
 

(6) Street Improvements and Drainage ($1.3

million - 2J subprojects).
 

This activity will inc]uc ;,airs tostreets damaged at the time of the eart-l-luake and durinq
subsequent rubble removal operations. in addition, villanc'streets will be upgraded using locally available stone or
paving blocks. Street improvempnts will be an exception tothe 	 financiniT terms outlined above since it will require

contribution by the primary beneficiaries, nam ely, the

abutting property owners. Terms for this 
 payiment can bespread over wears at 5'0, interest, as is done under on­going programs. Labor intensive methods usim7 prefabri­
cated concrete b!l1cks to form the pavement surf-ace, ',"ill

be utilized.
 

(7) Town Halls ("1888,000 - 26 subnc~cts) 

Town Halls represent the nerve center forthe 	 performance of the important administrati,.,e and social
functions of the municipality. It permits thc Myor Indhis 	staff to carry out their functions and serves as i re­pository for vital statistics, tax records;, ficrilitioy
management data, etc. In a less tanjible voet equally
important way, it symbolizes the sense of the community.
Adequate space for these activities is essential, aswell as space for selected government agency branch offices. 

INPOM has prepared designs for small,medium and large town halls. Austere design standards havebeen followed with minimum space allocations for the admin­
istrative functions. The structures generally will consist
of simple one-story, concrete block buildings with asbes­
tos-cement roofing. Municipalities which sustained damages
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to their older colonial type structures have expressed
a desire to repair and retain the traditional colonial
style building. Repair costs 
for this type of building

with its colonial styling, will be eligible. In addition,
office furniture and equipment for town halls 
($200,000
for 93 municipalities), will be eligible for project

financing.
 

c. Fund Administrative Support
 

In addition to credit, the Government contri­bution will cover the administration of the Fund over

four years in the amount of $860,000. This represents
an increase of new personnel to existing INFM staff as
follows: 
 10 engineering professionals, 12 engineering

assistants, 5 technical support staff, 3and secretaries.Loan funds will finance some 12 vehicles and importedoffice equipment in 
the amount of $50,000 as well as an
engineering consulting firm to assist INFOM in design,
monitoring ani certification of subproject payments.
 

3. Municip Institutional Development 

in rzpiev ' restore and improve the capacity ofthe inunicipalithies :in -he affected area to carry outtheir Lradit-i ial fiimc!ions of i.cal TCo\'v rn':ent, includingthe Man arcOel t Oi r.i,'ipal service,-;, ,%-f'o-).i Ill provide
technical (-c; i!;tirice uid training to, munclcipal personnel.
Mayors, staff members, administrators of services and new employees bewill included. Technical assistancewill be provided in the municipality hy field cadreswhile training will be done primarily at the INFOM

offices. 
 The use of regional training sites is being

considered.
 

All 101 municipalities will eventually be covered
during the life of the project. An initial survey of
administrative deficiencies taken after the earthquake
has identified 25 municipalities 
as needing immediate
 
assistance. Priority will also be given to those
employees responsible for supervising construction and
maintenance activities. 
 In this way, it is hoped that
the facility will be operated and maintained properly
and improve the coverage and quality of services being

provided.
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The subject-matter areas to be covered include:
 

Administration
 

- Facilities management 
- Accounting
 
- Tax assessment billing and collection
 
- Registers and operating accounts
 
- Organization and Methods 

Economics and Finance
 

- Review of taxing structures
 
- Revenue and expenditure controls
 
- Budget and fiscal reform 

Public Services
 

- Technical operations, including maintenance
 
- Collection procedures 
- Accountina
 

a, Technical Assistance
 

Technical assistance at the municinal level
 
will be prcvided through field teams composed of three

professionals. Teir activities will be divided into 
two phases. First, an in-depth survey and analysis of 
municipal administrative capabilities will be conducted. 
The fact-finding will include a review of the various 
administrative systems including tax collections,
accounting, budgeting, etc. to identify tht deficiencies 
and establish a work plan. 

In tlie second phase, the teams will provide on-site 
training in the improvement of administrative systems.
This will take the form of on-the-job training which 
focuses on introducing improvements in a selected admin­
istrative system (accounting, tax collection, budgeting, 
or service administration). Subsequent follow-up visits 
will be made to reinforce and further explain the
 
improvements. 
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patterns as it presently exists along with the proposed
 
project staff for the Technical Assistance and Training
 
Department.
 

Present Project
 
Staff Staff Total
 

Professionals 4 13 17
 

Semi-professionals 8 2 10
 

Non-professionals 3 2 5
 

15 17 32
 

d. Municipal Improvement Budget
 

'hie proposed life-of-project budget tor this
 
component is ($000):
 

Technical Asst. Training 
Teams Unit 

AID GOG INV"OW AID GOG INFOM:: 

Prof essional 
Salaries 200 78 40 195 82 39 

Other Direct 
Costs 24 7 23 1 33 92 

Travel Expenses --- --- (10) --- (28) (75) 

Printing ... ... ......- (5) (12) 

Fuel F 
Lubricants --- (7) (13) --- --- (5) 

Audio-Visual 
Equipment ---.--- --- (1) 

Vehicles (24) ---

TOTAL 224 85 63 196 115 .31
 

* 	 INFOM costs are covered by its own funds and thus are 

not included in the Project budget. 
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be scheduled at the Texas A&M municipal administration 
training course with the rest of the training devoted 
to observation/study programs at IFAM in Costa Rica, 
IBAM in Brazil, and FUNDACOMUN in Venezuela. 

As a strong complement to the municipal technical
 
assistance and training program, INFOM is planning to 
expand its public relations program and enter into a
 
new program of taxpayer education as described in
 
Section II, B, 3. Four man-months of specialized tech­
nical assistance will be funded under the loan to assist
 
INFOM in developing detailed plans for these two
 
activities.
 

Loan-funded training for INFOM engineers will be
 
provided in environmental and design and planning
practices. Two participants will take a short-term 
(one month) indoctrination course in environmental 
considerations for sub-project plannii,, and program 
development and another participant will take a four­
month 'ourse which includes environment a1 instruction 
and obso rvatlon trainirl. 

Detailed Budget for INFOM Institutional Development 

A. Personnel (Coutnterpart funds)
 

1. Planning 

1 Regional Planner at $8,000/yr 
for 4 yrs. $ 32,000
 

2. Evaluation 

2 Evaluation Specialists at $8,000/yr 
for 4 yrs. 64,000 

3. Data Processing
 

2 Data Processing Specialists at 
$5,500/yr for 4 yrs. 44,000
 

$ 140,000
 



B. 	Technical Assistance (Loan funds)
 

1. 	Planning
 

1 Regional planner at $25,500/yr
 
for 2 yrs. 
 $ 51,000
Short-term specialized T.A. 
-6 mm at $2,500/mo. 
 15,000
 

2. 	Evaluation
 

Short-t, rm T.A. 
- 6 mm at $2,500/m 15,000

External evaluations - 2 at
 

$10,000/eacli 20,000 

3. 	Data Processinti
 

Sliort-term T.A. 
- 12 mm at 
$2,000/o/o 
 24,000
 

4. 	T.A. & Trainin,­

Short-tern 	T.A. - 6 mm at
 
$2,WO0/mo 
 15,000
 

5. 	Public Relations and Taxpayer
 
Education
 

Short-ter-i T.2'. - 4 mm at 
$2,50 / 
 10-Y00
 

$ 150,000
 

C. 	Professional Training Abroad (Loan funds)
 

1. 	Regional Planning
 

20 mm at $1,500/mo 
 $ 	30,000
 

2. 	Evaluation Methodology and
 
Techniques
 

12 	mm at $1,500/mo 
 18,000
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3. 	Statistical and Systems Analysis/

Data Processing
 

18 mm at $1,500/mo 


4. Municipal Technical Assistance
 
and Training
 

24 mm at $1,500/mo 


5. Environmental Considerations in
 
ProjectPlanning
 
6 mm at $1,500/mo 


D. 	Specialized Equipment (Loan Funds)
 
1. 	Computer terminal 


2. 	Vehicle for Evaluation Unit 


3. 	Typewriters, calculators, etc. 


UNCLASSIFIED
 

$ 27,000
 

36,000
 

9 000
 

$ 30,000
 

8,000
 

2,000
 
$40,000o
 



5. Municipal Enterprises Fund
 

a. Introduction 

As discussed previously, the low level of re­venues generated by the municipalities for operating ex­
penditures and investment in public services and facil­
ities 
was a severe problem in the devastated area even
before the earthquake. 
The situation has deteriorated
 
even further since, with locally generated revenues fre­
quently insufficient to pay basic municipal operating ex­penses. 
 As a result of the earthquake, the municipalities
 
are requesting assistance 
to meet some of the pressing

demand for materials and services required for reconstruct­
ion. INFOM has requested assistance in establishing a
Fund for making loans to municipal governments for establish­
ing small enterprises.
 

The idea of municipal enterprises is not new.
Some 50 municipal pharmacies have been in operation for

several years, providing a limited line of basic medical

supplies at reasonable cost. 
Also in some municipalities,

space has been rented in municipal buildings for commer­
cial enterprises. In the municipality of San Marcos,

funds were borrowed from INROM to revitalize a municipally

owned coffee farm with positive results (Q30,000/year net
increase in municipal revenues). At the sane time, how­ever, there are several fundamental issues which remain
 
unanswered concerning such a Fund. 
 The basic one is
whether or not municipal governments have sufficient

entrepreneurial spirit and management capacitv to operate

enterprises on a profitable basis 
so they are not a drain
 
on general revenues. 
 As has been pointed out elsewhere,

management is local government's persuasive weakness.

second major issue is whether or not such a Fund will be

A
 

profitable enough to be self-sustaining. To seek answers
 
to these questions, it has been agreed to proceed on a
 
plt 4s with the establishment of a fund and evaluate

"the results both during and at the end of the program. 

b. Fund Operations
 

A fund totaling $434,000 will be established
 
in INFOM made up of $134,000 from the loan and the balance
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The demand for building materials far
 
exceeds the current supply. With over 150,000 houses to
 
be rebuilt in the devastated rural areas, the high level
 
of demand is assured for years to come. With respect to
 
produce packing boxes, some municipalities own forests
 
which could be rationally exploited for the manufacture
 
of packing boxes which would greatly enhance produce mar­
keting operations in view of the high losses sustained
 
through current packaging and transport practices.
 

Refrigerated storage and ice plants
 
are almost non-existent in the devastated area with re­
sultant high loss from spoilage of fruits, vegetables and
 
animal products. The lack of adequ'te cold storage also
 
foices producers to sell at deflated prices when there is
 
a flood on the market at peak production periods. The
 
hygienic benefits derived from proper cold storage of
 
meat and milk products must also be considered as extreme­
ly important.
 

c. Fund Budget
 

AID GOG TOTA L 

Credit 134 300 434
 

Technical Assistance --- 80 80 

Evaluation 66 --- 66 

Training --- 10 10 

Equipment 10 10 20
 

Administration --- 80 80
 

TOTAL 210 480 690
 

The total budget for this component of
 
the project amounts to $690,000. The credit fund is estim­
ated at $434,000. For technical assistance to the munic­
ipalities and for the technical management of the Fund,
 
INFOM will create a section within the Budget and Economic
 
Analysis Division staffed by a commercial Loan Officer, a
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Financial Analyst, an Industrial Engineer and a Mechanical
Engineer. 
Their functions will include the establishment
of the Fund, the development of proposals and projects and
general supervision as 
its progresses.
 

A key element of this undertaking will
be continual evaluation in view of its experimental nature.
Funds for evaluation will be used 
to review the demand for
various municipal enterprises and appraise the methods used
to initiate and implement such efforts.
 

Funds for training municipal managers,
some equipment and administrative o'-rhead 
are included.
 

An advisor will be contracted to help
set up the fund, identify staff requirements, design
procedures, establish policies and do 
an initial
financial analysis and projection.
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2. Municipal Revenues
 

a. Revenue History
 

There are 326 municipalities in Guatemala,
 
including Guatemala City. A review was made of their
 
revenues, excluding Guatemala City and three municipali­
ties which for all practical purposes are extensions of
 
Guatemala City (Mixco, Chinautla and Villa Nueva).

Although severe limitations on the analysis were imposed
 
by the inadequacy of the data base, it was possible to

derive a number of insights on the municipal revenue 
situation.
 

1974 is the most recent year for which information
 
is tabulated on the amount of revenue generated locally
 
by the municipalities. These data are considered accurate
 
and reasonably complete. Unfortunately, actual Central
 
Government transfers to individual municipalities have
 
not been tabulated and therefore only a part eK the 
picture is available. Information on INFCM's loans and 
companion grants to the municipalities for ca p:'al projects
is readily available, but the figures on rhe actual amounts
 
transferred to the municipalities under the 'arious special 
government "pass-throujh" taxes could not e assembled in

the time available. In lieu of actual tr,-ins:or, informa­
tion, amounts budgeted for transfers were usoi. Fhi 
gives some insight into the general revonies picture, but 
requires that the findings be heavily quiLitied. 

b. Summary Findings 

In examining the revenue condition of the
 
four classes of municipalities, there was little correla­
tion between municipal revenue per capita and the "category"
 
of a municipality, especially as 
far as "First Category"

municipalities are concerned, i.e. those which meet either
 
of two requirements: At least 100,000 inhabitants; or
 
depirtmental capitals. 
 (There are only two municipalities

in Guatemala with more than 100,000 inhabitants -- Guatemala
 
City and its suburb municipality Mixco, which is not
 
officially designated a first category municipality.)

The remaining 21 of Guatemala's 22 first class municipali­
ties hold the distinction of being first class municipali­
ties by reason of their being departmental capitals and
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not by reason ol their population. The Ilact t hat a qiven
municipality is the seat of government tr a whole depart­
ment by no means implies that it is well off. Salamd and
 
El Progreso for example could hardly be described as any­
thing more than small rural towns, yet both are depart­
mental capitals and are automatically classified as first
 
class municipalities.
 

Total revenue collected in 1974 in the 322 municipali­
ties was $7,879,983. With a population of 4.3 million,
 
this works out to an average of $1.93 per person. Total
 
Central Government transfers (excluding special loans and
 
grants for capital projects) budgeted for these municipali­
ties in 1974 was $1,979,463, or an average of .46j per 
person. It appears that the total income of the 322 muni­
cipalities in 1974 was approximately $10 million, with
 
about four dollars out of every five generated locally.
In per capita terms, total municipal income works out to 
average of slightly less than $2.40 per person. 

There are altoaether l52 municipalities in (;uatemala 
(47% of the total 326) where the local government collected 
less than one dollar per resident in 1974 and the majority 
of the municipalities (250 out of 326, or nearly 80%)
 
collected less than two dollars per resident.
 

The geographic distribution of the poorest municipali­
ties does not follow Indian/Ladino lines. The departments
 
of Huehuetenango and El QuichM for example have over­
whelming indigenous populations and each has only one
 
municipality with per capita revenue in excess of $2.00,
 
but at the other end of the country the predominantly 
Ladino departments of Zacapa and El Progreso are in the 
same shape, each having only one municipality collecting
 
more than $2.00 per resident. 

The revenue analysis indicates uhat there are great 
disparities in per capita revenue among the municipalities. 
The two extremes are Tajumulco in the far western depart­
ment of San Marcos with per capita revenue of .29V, and 
San Josd in the Perdn with per capita revenue of $17.15. 
(It should be noted that San Josd is the smallest muni­
cipality in Guatemala, with a populationof only 562.) 
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A striking contrast exists in the department of Sacate­
pequez where Antiqua, with 26,631 inhabitants, has per

capita revenue of $8.33, and the mountaintop Indian
 
village of Santa Maria de Jesds only four miles away,
 
with 7,142 inhabitants, has per capita revenue of .35w.
 
(It should be noted that Antigua collected a 25V vehicle
 
entry fee with the objective of capturing tourist revenue,
 
but this collection was ruled unconstitutional in 1975 and
 
municipal revenue thereafter dropped considerably. It is
 
now estimated to be approximately $6.50 per capita.)
 

c. Conclusions
 

Against the above described background of 
low level revenue generation, we need to consider the
 
municipalities' potential for repaying loans which would 
be made to finance the various reconstruction sub-projects. 
Even without a complete analysis of the jeneral revenue 
conditions of all municipalit-ies in tWe country, it is 
clear that those aitlected by the earthquake are in the 
worst shape and therelore rm:sl' be provided i ranoe of 
repayment terms which will allow a par74('1lar municipali­
ty to successlully finance 'h(. infrastructt,,,r needed to 
replace that lost dlirinqj t he OATrthquake. ii add it ion to 
realistic repy,,neon t-ermi-s, flmdt must: w, av1i1able to the 
municipality to co.,r :pera' ipas and ma e:1,01naur, costs 
associated with t, pioject. 

done 1ie the 
previous AID loan, will conduct an evaluation of 
each municipalitv's financial viabilirv in reference to 
the sub-projects proposed. In recognition of the 
severely aggravated financial conditions in the earth-


As was on eich of s~-pi q cuts under 

quake zone, INFOM will soften the loan repayment terms 
as described previoislv in Part II. By increasing the 
grant element of sub-projects in the more impoverished 
and devastated municipalities and softening the loan 
terms, INFOM will insrre that all municioalities can 
afford the reconstruction of their minimum essential
 
infrastructure.
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3. Environmental Considerations
 

a. Proposed Project Activities
 

The physical components of the project en­
compass the restoration and improvement of municipal

infrastructure and services in the devastated areas.
 
The subproject list envisions the design and construct­
ion of such ruiral infrastructure and service activities
 
as community water supplies, sewerage and sanitary
 
waste disposal, public markets and slaughterhouses,
 
street improvements, 
storm drainage, electrification,
 
and community/municipal administratian buildings. 
 The
 
subprojects represent physical construction based on
simple desigins and limited maqnitudes with the facilities 
being implemented in small num-bers in many different lo­
cations.
 

The follo.n.4ng is a,brief review of relevant

environmental considerations far the types of subprojects 
proposed.
 

Water supplies - The safety, quality and

reliability of water sources and systems of transmission
 
must be preserved. Protecting ground water and surface
 
water sources and apl.ing simple chlorination would be 
design considerations aind are within the operational

capabilities avila{ble.
 

Sewerage and l1nitary Wasto Disposal - Waste 
collection nd method or disposal mus-t be examined for
the implications on the environment. C'iven prevailing
conditions, only simple and primary trneitment would be 
considered with appropriate safeguards for waste trans­
mission and disposal. Simple treatment processes to be 
considered include Imhoff tanks, and where site and land
 
availability permit, treatment by means of oxidation 
ponds. Disposal alternatives would be chosen to minimize
 
health hazards and control downstream environmental de­
gradation.
 

Public Markets and Slaughterhouses - Public
 
markets must be located so as to meet functional demands 
but with a minimum of disturbance to the surrounding en­
vironment. Water supply and liquid waste disposal fa­



cilities must be included to meet sanitary requirements.

Design considerations must also include provisions for

solid waste collection and removal.
 

Storm Drains and Street Improvements - In de­veloping storm drains and street improvements, paralleland lateral cross-drainage must be located with appro­priate retardation measures 
to minimize erosion and
scour and the flow discharge routed to control flooding.
 

b. Environmental Assessment
 

The proposed project has been reviewed for
its potential environmental impart and a preliminaryassessment indicates that no undesirable ecological
changes will result from its implementation. Due to the
small scale of the proposed projects, the environmental

impact is expected to be negligible. Except for minor
disturbances, primarily resulting from earth movement

during construction operations, no 
permanent damaging
or undesirable environmt.,tal implications 
can be fore­seen. 
 Rather, the proposed subprojects -re Planned to
contribute towards 
an improved human environment and
quality of living for the target beneficiaries.
 

For subprojects, such as municipal buildingsand electrification improvements, no damaging environ­mental implications can be 
foreseen, other than the minor
disturbances which can 
be experienced during construction

and which will be eliminated upon subproject completion.Electrification improvements envision .econdary trans­mission and distribution only and do not contemplatepower generation. Siting and location )f the facilitiesand related appurtenances will consider thte best trade­off to meet operational functional needs and respond todetrimental environmental implications, if any. 
 Select­ed training in the analysis and review of environmental

implications and considerations in project planning and
implementation has been incorporated in the training
 
component.
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B. Financial Plan and Analysis 

1. Financial Summary
 

The proposed $8.0 million loan will include 
a
10-year grace period at 2% interest and a 30-vear repay­ment term at 3%. These most concessional terms 
are
considered essential in 
a time when the COG is being forcedto obtain lare amounts of external financing to recon­struct areas dr,'astated by the earthquake of February,
1976. The $8.0 million AID Loan 
 will be augmened by$3.5 million 7nn-U-counterpart funding, bringing the
total to $11.5 million. The AID funds will beloaned to the GOG who will in turn grant them to INFOM.
(See Economic Analysis Section, item 
., for a discussion
of the GOG's debt servicing capacity and ability to repaythis loan.) The funds will be made available to the muni­cipalities i!,the areas most affected by the earthquakewith a ratio of approximately 80% brant and the remainderbeing loaned at concessionary terms (a list of subprojects

is included in Annex N). As a resul't, up to $1.7 million
of the Municipal Reconstruction 
 Fund would be relentmunicipalities at interest rates of 
to 

4 ;--,, for periods
ranging up to 2, years. INFOM's current policy is toinclude grace periods of sufficient duration to cover con­struction time, especially on non-revenue producing type

proj c ts flowever, 
 because of the eavt-huake, INFOMallow additional willtime and is willinq to vary other repay-

MeTIt toeons based on r:eed.
 

The following tables illustrate the financial aspects
of the project, in thousands of dollars,
 

Table A is a summary of the sources and ofuses fundsfor theproject. As indicated in this table, AID willfinance 70%' of total project costs, and remaining 30% willbe Government of Guatemala counterpart contributions.
 

Table B illustrates the relative annual project con­tributions required by AID and the Government of Guatemala.

This relationship of AID and GOG inputs is stated by com­ponent to illustrate the proportionate investment of eachGovernment to major project activities. 
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TABLE C 

INPUT/OUTPUT TABLE 

INPUT/OUTPUT MUNICIPAL 
RECONSTRUCTION 

FUND 

MUNICIPAL 
ENTERPRISE 

FUND 

I!IJOM 
INSTITUTIO: AL 

DEVELOP.4E:;: 

MUNICIPAL 
IIISTITUTIONAL 

DEVELOPMENT 
TOTAL 

AID GOG AID GOG AID GDS AID GOG AID GCCZ 
1. Credit 6,620 1,750 134 300 - - - 6,754 2,rCU7 
2. T. A. --- 66 80 150 - 200 78 416 1S8 
3. Training ... ..- 10 120 - 195 82 315 92 
4. Equipment 140 60 10 10 40 10 25 40 215 12, 

5. Administra­
tion 860 - 80 - 140 --- 1, 

6. Engineering 
Consultant
Services 300 

- - 300 ---

TOTAL 7,060 2,670 210 480 310 150 420 200 8,000 3,5]­
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2. GOG Counterpart Availability
 

Although the proposed loan will be implemented

in a favorable economic environment and will place no
 
strains on the country's debt service capacity, there is
 
the question ol whether or not the GOG will be able to
 
provide the necessary counterpart.
 

In recent years the size of the public sector has
remained practically unchanged in relation to the economy
 
as a whole. Public sector revenues have been about 11%
 
of the GNP, but after a modest peak in 1972 have tended
 
to decline and are estimated to be about 10.6% in 1976.
 
The deterioration was mostly attributed to 
an inelastic
 
response of central government revenues to increases 
in
 
output and incomes. 
 In general, public sector expenditures

have tended to follow the same 
pattern as revenues while
 
capital expenditures have fluctuated widely (as 
a propor­
tion of NP). 
 The overall fiscal deficit has experienced
 
uneven swincgs and since 1971 has been financed mostly
from internal sources. 

Central Government operations (which account for
 
al,otit B'. ol public sector revenues and expenditures)

have traditioally been modest. The ratio of central 
(JoVernment revenues and expenditures to GNP is the 
lowest in Cenitral nerica. From 1969-73 the growth ofCentral Covernment revenues fell behind the growth of GNP

and their ratio fell from 8.9% of CNP in 19693 
 to 8.4% in
1973. Outlays for fixed capital have also been low when
 
compared to aross domestic investment.
 

These trends underwent considerable changes in 1974,

with revenues rising by 19% due mostly to higher yields
 
on internal trade and stamp taxes, Currency expenditures
increased by 27c. and capital expenditures were also up
sharply. There are several new factors which must be
 
considered in making 
revenue projections, and these have
 
been incorporated into the projections.
 

First, in September, 1974, the COG introduced a tax

package which although heavily regressive, most observers 
feel will raise more revenue. Next, a USAID-financed
 
cadaster survey will be completed at the end of 1976 and
 
this will expand the land tax base and have a favorable
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•"'. inofHowever;nepconfe et'hefum e e joe maimatesof oi-reseves are - yet',
aveilable, sothe full impact on revenues cannt; b
determined. ' 

With the above servineg as background we can pl the
COG counterpart rquiremwnts in perspective. According' to 
the financial plan, the GOG will have toprovide $3.$1 million 
in counterpart over the four-year disbu odr-OX 
a little less than $1.0 million annually startingin;lcy 
lq~77. This counterpart would represent only a small' iij 

percentage (less than ?i%) of the 1977increase should not difficult for thebudget".C. and such anbe Thisincrease would represent only 3% of COG current revenues
and about mV of total revenues. In view of the~country's
overall e)conomic prospects we do not believe the GOG will 
have any difficulty in meeting the lona requirements. 

A final consideration is that the CG has tradition­
.a'lly placed a high priority on USAII) loans and has prded4

tl'ie requiired resources in a timely manner. We bave been 
liiven- reasons 'to believe that the sane high priority id111,e maiintained for the proposed loan.U 

3. INFON Financial Position 

Exhibit 1 'of Annex L, cunsolidated Balance -Sets 

for 1973 
-

through 1975, contains certain financial indiCa­
tors in the -lower marg~h . These indicators reveal avery
low debt-to-equity ratio as well as a low retur.oncapital
employed. is a good measure of past GOG" upport 'to-This 

-the institution as~well as curre-n't viability. IThese,­
balance sheets reflect a 
growth of 12.% du nthe -'thee2 
year-period. Of this growth, a maoi~ attrIbuitble­
to debt financing and annual GGsubsidies. ''Withduit'hesesubsidies, the balance sheet gr6i4th" '' hveb~a d' ""'' -­

-to 7.1% net of any earnings on 'the subsidies -
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to collect paymens Adue by the Munit, s-e to

GOG transfers to the muniOpa -ties are f neled tihr
 
INFOTs. This proecdure 9',reducueereflowsrvaris erod t:e
 

fo.tesubnerd.e4,:dismunicipalfhes:, jiondefaultsthe' GOGon subloans and thusl- the ni ... :d..,: : -ab:::.
establishing a bad debt reserve. 

The last section of this analysis deals withProj ect~d Cash Flow Statements attached as Exhibits 
the 
3 

through 6 i~n A~nnex L. Exhibit 3 reflects the basic Cash
Flow Projections for INFOM's General: Account, AID Loan
1)20-L-017 reflows and the new Reconstruction Fund. The 
basic projections for the INFOM General Account were 
prepared by INFOM in connection with the GOts fiveyes . . 
development plan. As reflected in the Cash Plow Projection,

it appearsi nli1ely that INOM will experience anyliquidity

problemTs during the disbursement period of this loan. .3 

Exhibit 4 through 6 of Annex L are projected CashFlow Models of the $8.4 million in reconstruction funds. 
These three projections include various assumptions as 
to grace p, riods, interest rates, and loan terms to the
municipalities. Of the three, Exhibit 4 1sould be the 
most profitable to INFOM and Exhibit 6 the least., Given
the criteria that INFOM will relend and lgrant subloan
reflows in the sane ratio used with the first subloans,
the lending pool from this project will'become insignifi­
cant by the third full rollover. By~rending a Portion
 
of the funds to the municipalities,at concessioial.terms,
INFOM will preserve the integrity of their normal leding

and development prograV and relationships with the muntici­
palities until conditions are restored to nomal in th'e%.
 
earthquake damaged areas. 

.
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includes the highland regio~s north and west , .. uatewaa,, 
City and the str.p alon 'the Motagua..iver Vally r9n.. 
eastward foi the hig andsf the Atlaei0c 1 

4quak~e spread ruin- accross abbut 50 sq~re,l 
A
f: 

t 
the 

most...dne l part the, con topopulated of-. y.. The 4Q 

m Tunici'patespafote'd the 
. 

In sixteen departments ere 

amongthe poorest in countryp iCladay thonse.the an 
located in the departmentp of hi maltenango,)E w ,j i
Sacatepequez, Guatemala, El Quch; -,Bjaand VeiaT z IZacapaeJalapaThe Ru' nPovertyInde devel ped the "by,Missionto aid thein definition of AID's ,arget.gioip
confgirms the fact that those living in th6.,afftted 
area are among the most destitute in the s ntry. i .s 1i It
this target group that will be reached tbrough therestoration and further development of the municipaities, 

These people constitute a large part of the'overall 
target group of the country and were so identified in
the rural development portion of the GXOG 1975-79l.an as
rural families having an annuall~amily income of less
than $400. Generally this target~group has not fully
participated in significant rural socio-economic develop­
ment because of physical, cultural and economnic isolation
which now has been further aggravated by the. events of 
February 4. The high incidence of illiteracy and cultural/ ~ 

- . language differences have -provided continiuiig barriers, to
obtaining' and applying the resources necessary for
development.-, 

The well-being of these individuals is-highlydependent upon the quality and strength of socio-economnic 
activities taking place within, the rrlpr~utof/ ,
consumption zone of influence .4ithin which'the'.ive..These zones, are,each -made upv'of a6tpiacP 'taeea 
and -its 

4l surrounding rural hinterland.- ,AshcioeS'1V1i"n/
activities~ ame in -turn dependent, uponthe nu physicalT">--*' A­

'A'_ _- - - ~ 

'A A 

http:1975-79l.an


de "' 1 ' h i -t 

-'333343r t'iti6 h u w-- c hey----­-

iltat'J 	 -~ muii.3 bj~2~Qu'e o1.hth 	 ouato, 

should'bbsubsatily iroed
 

* The3 following table scheni~tically~ demnqntrates some:'
9
the. m~ost dran tic economic s~j~bnftt ~ ~*. 

derived from this project'-along with the'brdad c'aegories
of beneficiaries receiving them, Subproject economuic.
 
benefits' can be thoug~ht of as either ost/pice- reducing
oeconomic growth stimunlating, Examples of cdst ind 

price reducing benefits arising from provision of niarkets 
are reduced overhead -because sales -locations are provided 

- at 	 Many of the benefits to be derived>9~ -esnbecost. 

from eetiiaonand potable water relate to the
t fact that they are indispensable inputs to entrepreneurial

activity and thus serve to attract business and services 
to a town. Growth of this sort of small business sector 
tends to provide more goods and services to the consUnaer. 

The social benefits derived from subprojects primarily 
accrue from improved health and living conditions. Sewer 
sYstems, potable 'water, and garbage collection are public
services which are designed, by their nature, o meet 
public health needs, Sanitary conditions in the local.
 

7 	 slaughterhouse affect the quality of meat which is consumed.
 
A village water system which, at best enters the home and
 
at least reaches a nearby fountain--neither of which'
 
conditions prevail'in many affected towns where the women
walk to and from springs with water pots--provides'an3

indispensable improvement to th6i'quality of life inithe
 

.3 affected area. The same is true of the variety of benefits
 
to be derived from electrification. 9 

-immnediate 	 993
The most direct and econom~ic benefits-of 

all sub-projects will be derived by Ithose peoplia,:who are-------~ 
emiployed to construct them.* Sub-'project3 f innih4g rnd:
construction will' bezef it',he''nunibipalftj3 4b finreasing 	

93 

3 :333

*municipal reven'ue s;< and/or ehbiig h c i3339­ 3.n >-

provide better public -seryices. - K~ 	 ~ \ -~~­

*Aoredetailed- 3 escriptionof teepo! tefc3-f ,t~ 
3~933 project3i pro ied3 n Part"11 fl.Econoi Aak~i'sD)T o 



Type of Sub-Project 


Public Market 


Slaughterhouse 

Electrification 


Potable Water 


PROJECT BENEFITS - ECONOMIC 

Nature of Benefit 


Low overhead costs 

Low transport costs 

Centralized location 

Low prices 


Low transport costs 
Low cost service through

subsidized plant 

Low prices 


Low cost power to alternate 
sources 


Necessary input to various
 
enterprises 


Necessary input to various 

appliances 


Necessary input to telecommun. 


Necessary input to business
 
and services 


Primary amenity to attract new
business 


Beneficiary
 

Retailer
 
Vendor, Farmer
 
Vendor, Farmer
 
Consumer
 

Farmer 

Farmer 
Consumer
 

Vendor
 

Entrepreneur
 
Appliance Vendors
 
& Purchasers
 
Community
 

Entrepreneur
 
Entrepreneur

& Community
 

03)oH
 

*rT 



Type of Sub-Project 


Public Market 


Slaughterhouse 


Electrification 


PotabLle Water 

Sewer 3nd Drains 

Municipal Building 


Garbage Collection 

PROJECT BENEFITS - SOCIAL 

Nature of Benefit 


Centralized meetirg place 


Better health conditions 


Lighting 

Refrigeration 

Other appliances 

Public Lighting 


Improved public health 
Convenience 


improved public health 
Prevent land erosion 


Civic price 
Political participation 


Improved public health 

Beneficiary
 

Shopper
 

Consumer
 

Community
 
Community
 
Community
 
Community
 

Community Q 
Housewives
 

Community 
Community
 

Community 
Community
 

Community 
Cl 

rT 
te
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2. The Role of Women
 

The project would have the following hypothesized

impact on women and on their role in rural society.
 

The introduction of potable water systems which either
 
enter the home or extend to centralized locations will no
 
longer require carrying water from springs or water tanks.

Presently it is the women who carry water, either for
 
cooking or cleaning. Water must be carried in pots many

times a day. Clearly, potable water systems will add a

tremendous convenience in the daily activities of women
 
and have positive impact on their lives.
 

The vast majority of sellers in public markets
 
(indeed, all sellers in some markets visited during the
 
intensive review) are women. 
 Consequently the users of
 
one of the project's major sub-projects, public markets,
 
are direct project beneficiaries. New and reconstructed
 
public markets provide space and an advantageous sales
 
location, at low cost, to women. 
Through this opportunity

not only does family income increase but women take on
 
an active role in local economies.
 

Insofar as women are employed as municipal officials
 
the project will directly affect the educational level
 
of women 
through training and technical assistance.
 
Women workinq as municipal officials also raise the level
 
of political influence and participation of women.
 
Although the employment of women in municipalities is
 
not very high, where it exists (we did find women
 
treasurers and secretaries in municipalities visited)

the role of women is impacted upon by this pro-ject. 

Electrification of homes permits t-he 
ise of home
 
appliances. In families in the affected area for whom the
 
price of such appliances is not prohibitive, their intro­
duction will have a beneficial impact on the lives of
 
women for such chores as cooking and washing.
 

In the Guatemalan family structure, health is of
 
primary concern to women. 
 Some of the sub-projects of
 
this loan are designed to improve health conditions, i.e.
 
sewers, potable water, garbage collection, and, slaughter­
houses. Thus any impact on family health has an 
indirect
 
impact on women, since it is the women who must care for
 
the ill.
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D. Economic Analysis
 

This section will cover (1) the state of the economy

before the earthquake; (2) estimated damage to facilities
 
resulting from the quake; (3) the economic impact of the

quake on GDP, employment, balance of payments, budget and
 
social welfare; (4) projected ratio of debt servicing to
exports of goods and services; (5) the basic economic
 
rationale for the project; and 
(6) the estimated impact

of the proposed project on employment and migration to the

capital city. 
Additional information on 
a macro economic
 
evaluation are contained in Clark Joel's "Impact of the

Earthquake of February 4 on the Guatemalan EcoTimy 
- A
Macro Lconomic Analysis", attached as Annex N.I­

1. Background
 

a. The Economy Before the Quake
 

The earthquake of February 4 found the Gua­temalan economy in a relatively good shape even though 1975
 
was a year of recession, with real GDP growth estimated at
 
only 1.7% in real terms. Fortunately, the 1975 setback was

only temporary since real GDP growth was 
6.8'0 in 1973,

5.5% in 1974, and was projected to reccver to 6.4% in 1976.

Guatemala's balance of payments position was 
favorable as
 
a result of a combination of factors: Relatively good

prices for the country's primary export products, including

meat, sugar, coffee, cotton and bananas; a tourism boom;

and substantial increases in net capital inflows, particu­
larly on private account. The latter are attributable,

in large part, to the substantial investments realized byEXMIBAL (exploitation of nickel deposits) and Shenandoah
 
and other oil firms for petroleoum exploration. Guatemala
 
gained $83 million in foreign exchange reserves in 1973,

lost $14 million in 1974, and added another $106 million
 
to its reserves in 1975. The pre-earthquake central bank
 

1/ Held in the official Loan file.
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projection was 
for another gain of $86 million in 1976
(see 	Supplemental Annex, Table 6).
debt 	service charges 
The ratio of annualto export of goods and serviceslow. 	 wasIt s ood at 2.2% in 1975 and was projected at 2.2%


for 1976.1/
 

The pre-earthquake 1976 budget showed a deficit of
Q157 	million (see Table 4 of Annex M). 
 However, no dif­ficulties were anticipated in financing this deficit
through foreign loans and donations ($76 million) and bond
sales ($81 million).
 

These favorable economic indicators and the balance
of payments position should not, however obscure the fact
that Guatemala is an underdeveloped country having a high
incidence of poverty in the traditional agricultural
sector and inadequality in the r.istribution of incomes
and wealth. 
 According to estimates of the FAO Advisory
Group for Central American Integration (GAFICA), the
poorest 50% of the population commanded only 13% of the
GDP in 1970, and had a per capita incom of only $73 in
that year (in terms of 1960 quetzales)._­

.I/ 	Excluding debt service charges on future borrowing
required to meet the goals of the five-year develop­ment 	plan, 
as the latter was not available. See
Table 10 of Annex M. 

2/ 	 FAO Advisory Group for C.A. integration (GAFICA),
PlanPerspectivoParael Desarrollo y la Integra­ci6l a ,gricult1raen CLntroam rica, Guatemala:Dcumento GAFINT, March 1972, page 	 33. Reproducedon page 25 of SIECA study, El Desarrollo Integrado
de Centroamdrica en la PresenteDcada,, October 1972. 



-64- UNCLASSIFIED 

b. Estimated Physical Duiiatle 

The earthquake of Febwua\r 4 wrouITht unpre­cedented destruction in social infrastrtictilre not only
because of its high intensity (7.5 on the Richter scale)
but also because the area most affected by the earthquake
(Chimaltenango-El Progreso corridor) was generally the 
poorest region of the country and therefore physical
infrastructure was least able to survive under such forces.The area devastated covered 2,700 square miles, and the
earthquake left 23,000 dead, 76,000 injured ax.d 1.1 
million people homeless. 

In absolute terms the greatest destruction was
 
suffered by private housing, particularly adobe brick

housing of the poor which because of inadequate poor

design and materials had little seismic resistance. The
 
qovernment estimated that 258,000 houses were damaged and
destroyed, and places the value of these houses at $600million (Table 1 of Annex M). The second area most severely

affected is that of social infrastructure, consisting
mainlIy of schools, hospitals, health clinics, water and 
sewerage systems, 
streets and government and municipal
buildingrs (Table 1). The government's official damage
estimate for this 
sector is $220 million. A breakdown
 
of the official damage estimate is as follows:
 

Private housing 
 $613.6 million
 
(inclusive of rubble removal)
 

Durable Consumer Goods 
 55.8 million
 

Social InfrAstructure 
 219.9 million
 

Physical Infrastructure 
 77.4 million
 

Productive Sectors 
 54.3 million
 

Total 
 $1021.0 million
 

SOURCE: 
 National Economic Planning Council (NEPC)

(For details, see Table 1 of Annex M)
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the construction industry. 
Visits to devastated towns
around Guatemala City indicate that job losses resulting

from the destruction of their place of employment have
 
been significant. This, as well as 
the destruction of
private housing has temporarily increased the flow of
migrants to Guatemala City. The population of the

capital, which increased at an annual r~ate of 
 4 to 	5percent heloire the arthquake, is expected to expand even
 
11o101 L[n 1 76.
 

eftiqarthquake is expected to have little effect onexports,_- but to increase imports by some 29% as a result 
of the substantial increase in requirements for construc­tion 	materials, equipment needed to repair water and
 
sewerage systems, power generation, and replacement 
ofinventories. The deficit on current account, projected
by the Central Bank 	 at $208 million before the earthquake,
is now expected to increase to $400 million (Table 6

of Annex M). To a limited extent, this increase will becompensated by increases in capital inflows. The balance 
of payments projected for 1976 indicates a net loss of
$40 million in foreign exchange reserves (same Table).

Fortunately, Guatemala's 
 foreign exchange reserves are

adequate to withstand 
 this 	drain. Gross international 
reserves stood at $373 .2 million at the end Sf February

PlHo,, ip from $'248.7 mil.lion a year earl ier._/
 

Tl e ealtiquake resulted in heft-ya $188 mi-Lion
 
illcrease in the ('entraL Government's projected budget 
 todetray reconstruction expenses (Table 4 of 	 Annex M). The 

government plans to cnver the resulting $345 	 million totalbudgetary deficit $142through million in foreign loansanct ( ations, and $203 mil'ion in bond sales (of which 

l/ Except on tourism. let earnings froim tourism areprojected 
at $13 millinn below the level projected

for 1976 before the quake. 

2/ 	 Source: International Monetary Fund, International 
Financial Statistics, April 19, 1975 ad April 19, 
1976 issues. 
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$122 million represent additional bond issues to finance
reconstruction). 
Reconstruction bonds have 
a maturity
of 15 years and carry an interest rate of 8%. 
 About $45
million of the reconstruction bonds are to he sold throuihohliiatory purchases by individuals and firiis, with aprogressive scale based on individual earninqs. Thebalance is to be offered through nornal channels, withperhaps a portion sold overseas at a bonus rate of 12%.Still, it 
seems doubtful that the government will be able
to raise over Q200 million in bond sales in 1976 (up fromQ36 million in 1975). Some of the planned increase inreconstruction expenses may have to be deferred to 
the
 
following year.
 

The GOG's projection of debt service charges through1980 appears in Table 10 of the Annex N. The projectedratio of debt service charges to exports of goods and
services is expected to reach only 3% in spite of the sub­stantial increase in reconstruction loans to be contractedbecause most of the new loans will be on concssionaryterms with grace periods runninq well beyond 1980.
lTovernment did not make projections of debt service 

The 

charnes beyond 1980. However, we have projected debtservice chairves or, the loansnew just contracted (listedin ']PaIiLe 7- ol Annex I) and found that in 1 Q'0, afterexpir'aL on ol Lle iracu periods, interest and amortir.ationpaynenit-s on the totai e<ternal public debt would stillanount to only 2.0 to 2.5'/1 of projected exports of goodsand services (Table 10 of Annex M). 
 Obviously, some new
loans will be negotiated between now and 1990 sothe actual ratio may well be higher. 
that 

However, if theGovernment of Guatemala continues to follow a prudent
borrowing policy and relies mainly on concessionary
sources of finance, major difficulties in debt servicing 
are not anticipated.
 

3. Subproject Economic Evaluation
 

The quantification of social benefits and
calculation of internal rates of return for the various
types of sub-projects proposed under the loan 
are not
included herein because such calculations have onlylimited validity for projects in the area of social
infrastructure (i.e., municipal buildings, drainage
works, etc.). 
For those recovery sub-projects which
 



can be evaluated under normal circumstances, i.e. markets,electrification, etc., calculations are not presented

herein because the tremendous socio-economic upheaval
caused by the complete destruction of many of these townsmakes it unfeasible to establish reliable demand patternsin the time available and to project the future character

of the local economies. 
 When more of the elements of
social infrastructure are again in place and playing theiressential and interrelated roles, reliable evaluations 
can be made. Evaluations of revenue generating sub­
projects will be made by INFOM during the project design
stage to insure that they are adequately sized to handle
the demands for services which they will provide duringtLheir economic life. INFOM has the technical capacity

to implemernt these evaluations during the project design

phase and did a coimnendable job in 
 this area under the
 
previous Al) Loan 017.
 

4. Project Impact on Employment 

The main economic justification of the project
is the positive impact of the facilities described above
 
on productivity, costs, health and convenience. 
 However,
there will also be a siTnificant effect on employment

during the construction period.
 

The effects on employment can he broken down into

three cate7oeries: i) on site employment in the

struction con­

industry (masons, bricklayers, carpenters,

etc.); ii) secondary 
 employment in the construction
materials industry; and iii) tertiary employment in other
industries resulting from additional expenditures ofworkers employed in the construction and construction 
materials industry. 

i. Primary Effects: The typical procedure
for estimating the primary e 
fects is the wage bill
approach, i.e. estimate the labor costs of the project

and divide by the average earning per worker. On the
basis of cost estimates by INFOM and judgments by ROCAP/

USAID engineers, we have estimated that the total wage
bill would represent about 40% of the total amount spent

on construction. Total expenditures under this project
are $11.5 million, of which some $2.5 million would be

for administration, training, equipment and supplies.
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] Vi o tmOIUtspeilt on the con tte t iOn nltt( i i l1(iva Iiots I aL' I it: ies is estimated at about $).0 	 i -. .ill 1ol'Th1C total wade lill is therefore about $3.(, ,"i ]ion
(4011 	 of $9.0 million). 

The estimated daily wage per working daymunicipalities (villages and 	
in the

small towns, but excludingthe capital city), inclusive of fringe benefits, is
presently estimated at $4.00 per working day. 
This
represents a weighted average between skilled and un­skilled workers. 
 We raised this figure to $5.00 in our
calculation to allow for future wage increases 
as con­struction activity swings into hig 
.gear. On the assump­tion 	of 277 working days per year,-/ 
the average annual
 wage 	 per worker would be: 

$5.00 
x 277 days = $1,385
 

Total employment is therefore: 

$13 000 2,00 man/years 

Thus, over 	the construction period, 2,600 man-yearsof employment will be generated on site. 

ii. Secondary Employment: In previous studies,
employnent in the construction materials industry has been
estimated by using the rule-of-thumb that one secondary
job in construction materials is 
cre 
ed for every two
direct jobs in housing construction. 
 On the basis of
 

1/ 	 Calculated 
as follows:
 
Sundays 
 52 days
Saturdays ( day) 26 days

Holidays 
 10 days


Total paid non-working
 
days 
 88 days


Number of work days per year (365-88) 277 days

2/ 	 See Capital Assistance Papers for Low Cost Housing
for Nicaragua (February 12, 1974), page 101, and for
Panama (May 18, 1972) page 60.
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this assumption, another 1,300 man/years of emp]oyilent
in the construction materials industry would be associated
with the 2,600 man/years directly generated in the con­
struction industry.
 

iii. Tertiary Employment: We have no reliable
 
data with regar3 to the ratio of primary and secondary 
to tertiary job creation. On the assumption of an
 
employment multiplier of 2, i.e. that one job in the
 
tertiary or other sectors 
(e.g. agriculture, services,

private housing construction, manufacturing) will be
 
generated for each direct job generated in the construc­
tion and construction materials industry, we 
added
 
another 3,900 man/years of employment during the construc­
tion period.
 

In sum, the employment effects of the project are 
estimated as follows: 

Man/Years 
During 

Construction 
Period 

Primary effect 2,600 

Secondary effects (construction 
materials) 1,300 

Tertiary effects 

industries) 
(all other 

3,900 

Total 7,800 

If the actual construction is spread over a three­
year period, the 7,800 man/years would actually inean the 
equivalent of 2,600 full-time jobs over the three-year 
construction period. 
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iv. Project Impact on Migration to theapt l City~ 

Another important side effect of theproject is the contribution that it is likely to make
to slowing the migration of population tocity by restoring municipal 
the capital

services, raising employmentopportunities in the municipalities (e.g. through ruralelectrification projects, construction of markets and
slauchterhouses) and by improving health corlitions andbasic amenities (e.g. through water works and sewerage).
 

Alonq with GOG housingT reconstruction credits alidloans to small enterprises affect d by the quake, theproposed loan will enhance the desirability of remainingin the rural areas and small towns, and hence reduce theimpulse to migrate to the congested capital city. 
The
employhent impact of the project during the construction

period will reinforce this effort.
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PART IV 
- PROJECT PLANNING AND IMPLEMENTATION
 

A. Project Implementation Agency 

INFOM will adninister the Project with responsibility 
to see that all activities are carried out properly and on

time. INI'OM has administered and executed other programs,
nationally and externally financed, simi lar in scope,
iiinjtu 11e, cormplexityand to this Project. Most activities

wi 1.1 he caroried out directly by INFOM perso7nnel. It will
 
contrtct wit-h )ri\'ate construction firms Io' 
 Lhe con­
striction ol some ;-t th'e municipal facilities Uid will rely 
on the Institute 0i National Eliectrification (INDE) to

design, construct, and operate the electrification sub­
proj ect,.
 

Although INFOM plans to contract subproject construc­
tion to the maximum extent 
possible, staffing requirements
have been estimated on the basis that most of the construc­
tion will be carried out 1y force account in view of the 
present ],eavv demands on the construction industry. Further­
more, experience uncer Loan 017 has demonstrated that con­
struction firms under normal ci!rcumstances have little

interest in aidding a:ismall projects ofoutside the major

urban areas. 
 The Mission has had extensive experience with
INPF under Loan 01) and confirms the excellent r(uUtation

of -ts enabineerinQ departmentA. INDE developed the prelim­
inarv desiin 
 and cost estimates on tho electritication sub­
projects.
 

With in INI'OM, Ltle Minager will be designated the
Project Manager to insure timely and effective implementa­
tion by the various INFOM Divisions involved. The heaviest 
workload will fall on the Municipal Works Division whose
 
capacity has been discussed in the Technical Analysis

Section. 
 A Project Engineer will be designated in this
 
Division and provision has been made to increase the staff
 
to accommodate the larger workload. 
The Studies Division
 
will also have a major role since it will be carrying out
 
the Municipal Insticutional Development component of the
 
Project. 
The chief of this Division will be responsible

for implementation. This Divisicn has already been carry­
ing out similar activities on a limited basis under the 
recent AID Loan. 
 A new four man unit will be established
 
in the Studies Division to carry out the Municipal Enterprise
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It is expected that i sbeuteth 13'June 30, 1976. 'Allowing thr1%e nonths to preparIe and1,d'hi nditioS11 prec4re c onegotiate tspthe loan agreement, the cifi is ep ihpa44.y:,iae~~loan besigned by,September 30, Ratif1L ation of a 16oan agreqmnentin Guatemala has historically been a sbqrcep od'elay.
Therefore, initial conditions precedent, athoug simple,are not expected to be met before January 319 977 Inthe meantie, once the loan agreeiment is signed NPOMwill begin processing sub-loans, hiring the necessar y
staff, and.preparing
!Ia 

the documents eeded to 'satisfythe- ~~~inital conditions ~ h aunlwimite .bozi:b authihorhizedfor each of th major loan componen ts'Alt conditions precedent for the specific copnns sol

be met by March 31, 1977. 
 The first sub-loan should be
aipproved tioreafte, and first disbursement to the Recorn­~t'I~tUl1rtIrld and for Technical Assi~tkU-ICO, trAling rand:-,(, 1'I cigctiorns for the Mtunicipal Ent-oilriso Fund', apdiitt'iional development activities will start by May:,0. 11977. Significant disbursements will niot begin fo ' 
at least 6 months when construction under the sub-loansgets fully underway, Joint evaluation will tae place asoutlined in the Evaluation Plan. It is expected that thelo-,an will be fully committed within three and one-hialf years (July 31., 1980) after initi~al conditions precedent
are met and fully'disbursed within four year~s (,January 

0 31, 1981). 
C. Procurement, Disbursements andReporting
 

1. Procurement 

-

Procurement will be- authorized from Code,'4,nCACM countries. Sub-borrowerS (municipalities) wiil 
procure directly under INO1sspriin rIFWwl.' 

act as aprocurement agent forthe mncplt­

majority oIf, such. procurement. is expec.ted,,to "b Io"cprcreet ofbidn -Tteil:ad.1ao''o 
ml 

. . 

*,, 



2 D'bursement 

willae e f aced trohth'p1, AI rste~a~r 6fd Comritment 

the joint fvnd for' all allowabla certifidvocbS~ 
presented for reimibursement, Other 'allowb e 'ocaL ourency pro'e c~wil be financed u1singJ 'ertifie4 v L~cere -and us al DRA reimbursement procedu'resi 

Certifiation for consultring engineering services4 
Will be made by INFOM pr'ior' to payment b~y AID. INF014will be~advised th-Qugh an implementationletter,.that

*consultin g engineering 'services performed ater,,the.

signing'of the Loan Agreement but before satisfaction
*of 
 conditions precedent will be eligibl1e for, 'eixpburse­ment wiLth loan funds, subject to the provision that,

Il6would be under no obligation to finance such costs
I the- event the conditions precedent are not satisfied.in 


Cerifiation for construction payments and sub­
project completions. under the Funds wil1l be made, byINFOM and the engineeri~ng consultant 'prior to reinbur 
sement. by, AID. 

During the proje-Ict design period ,,,ovoral discussions%WPOheold witH INI'ON to djevelop appropriate payment and,~~~II~~rceir: Im~~enzfot were made 
I '\'1millifi') 1110 110(01 1 i('10fit ofj opt,-Hie AID) 
Ile '1:ti I deCided that the s tdn iin PIARinot-b)d would ntbe practical for the following reasons: 

- The reconstruction work proposed for sub- projectsunder the loan will involve a large number of buildingrepairs and system renovations (i.e., water, drainage, 
' 

streets, etc.) characterized by particular ~copes ofwork and differing substantially in sub-project costs. ,.In addition, many replacement, stuctures will~ha~doteadapt~ed to Laccornmodate the physical co'srit (p'pry
lines, orientation, etc.), imposed '.on the r reviods ;ruc" "ture. To .ilmplement these works,~~y~~ M,~0.4- 6ej 
" 2 

3pocific; pa\mnsAmtai~;A miQj~~ j o'i 
5collcomzent n cule hi Idins iW ;Ii 

apprpriae loeve, 4s nce 'rtrrr' u alsSuses a ,proj ecseiic amn steor t ie s o>the wor syste of conro and aym 1
furth'er orpli ad _othirg6u1d e'rair 



~rseveral...fA, (see knnex- Md6,
Ea~qae Impact). This large "s~a~ eo~ieffor't has4 placed sever'- 5trains or tli oJh~ 4elabori -transprtation and, co, ruct4h~ae~~~~.e 

of these-'ee(dnushv"chagdr -adaal
ability anddeveries have been upset. Because-ofthe
aoint of rebu~ilding to be dne,"this' ungtble'conditiQl
is expected to continue in effect for at leasV,two years.Wider such conditions of rapidly changing labor andln~terials availabilities, pri±ces will remain In f'),x andthi,.refore projects estipte would be difficult ta
 
rat,onalize in"such a
way that a-FAR payment could bejustified in the eyes of the bor~rower and the lender.
 

thifed a:pac:t the conceptwudb used o 
 e os
 
truction which would give both AID and the Borroer~
 
reasonable protection against the erosion of inflation.:,
It was decided that when project design "iscompleted and
subproject cost determiined, AID and INFOM will ag-ree on afixed, amount to be budgeted for that activity.' When a'subproject is completed, AID wi:ll pay a percentage based on the ratio of AID contributions to the Fund. 
 Any cost
ovorrunis to the agreed upon design will be borne' by INFOM. 

t-ii t-ia agrreed upon, it would still be paid the originjal 

3. Project Reporting 

INFOM will submit monthly progress reports to -USAID covering the operations ~,f the Reconstructioh PFund 
~4 

and quarterly' reports on the 'unicipalEnteprsesFunid-.'*
and the institutional developmient. activitie~f te>'j'Project. 'A summiary ,anntial repo~t'of sub- l4 '6'nconstruction, 
progress and ,institutional. developnment" achievem9 rit ~i],.'be preparedby ' j'-D'.~"Thes e reportsINFOM. arnd:, subm 3 td4 to' 

'wl±.zoe 
 i 
nt agd1'be ooetent d'ite'm ojoi rojeot' imple.- >

'4' 4 ~mentation"'discussion's .' 
>44 

'4"",' '' 

,4. ',0 
4 4 



D. Evaluation Plan
 

Joint AID/INFOM evaluations of the activities of
 
the Reconstruction Fund, the Municipal Enterprises Fund,
 
Municipal Institutional Development, and INFOM Institu­
tional Development will be undertaken twice during the
 
implementation of this project. The evaluations will
 
review the four components of the Project in terms of
 
performance against purposes and projected outputs.
 

The first evaluation will take place toward the end 
of the second \vear of the project. By that time all four 
components will have functioned for at least one full 
year, thti ; providing sufficient exper1ience fori a meaning­
fil re"view. This evaluation will provide the feed-back 
and guidance required to improve project implementation. 
The final. evaluation will take place at the end of the 
fourth year of the project and will assess the degree to
 
which accomplishments and impact on target beneficiaries
 
achieved the objectives established in the End of Project 
Status. 

In addition to the joint evaluations described above,
 
this project will institutionalize an evaluation capacity

within INFOM. The INFOM evaluation program will focus 
on two major areas: 

1. The effectiveness of INFOM project management
 
and operations; 

2. The economic and social benefits derived from
 
reconstruction sub-projects, municipal technical assistance 
and training and municipal enterprises sub-projects.
 

Responsibility for evaluation ill be retained by
the expanded Planning Division of IFOM. Local and foreign 
technical assistance will be funded under the loan to
 
assist in this effort. As a first step, a two-week loan­
financed seminar will be held for key INFOM management

personnel to review INFOM programs and develop an overall
 
evaluation plan. Periodic follow-up technical assistance 
will be provided to refine and adjust the evaluation 
system to INFOM's needs.
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The evaluation system will build upon the current5ul-project as-essment procedure and will. also utilizetHie base-line data on municipal services, administrationand finances collected by the technical assistance fieldunit:;. Measurement-s of the effectiveness of the technicalassistance and training efforts will be devised and methods
for determining the imp-2t of sub-projects on the municipal
population will be established.
 

The Evaluation Section of the Planning Division will
not be involved in the sub-project approval and implementa­tion process nor in the execution of the technical assist­ance and training programs but would 
assess 
the effective­ness 
of these activities and look for ways to improve
INFOM's performance and the impact of that performance on
the people residing in the municipalities.
 

E. Project Monitoring
 

The implementation of this project is not expected
to present any difficulties nor require 
an unusual monitor­ing role for the mission. 
The Rural Development Division
will] have the responsibility for maintaininj directtact with INFOM and 
con­

project consultants. 
 It will also beresponsible for recommending mid-course adjustments required
to accomplish the objectives of the Project. 
Close support
will be provided by the Loan Division and the Offices of
Engineering and the Controller. 
All participating offices
will perform their respective functions under the guidance

of the USAID Director. 

P. Conditions Precedent and Covenants
 

1. Conditions Precedent to Initial Disbursement
 

Prior to the first disbursement under the loan
Borrower shall, except as 
AID may otherwise agree in
writing, furnish to 
AID in form and substance satisfactory
 
to AID:
 

a. 
An opinion of the Ministerio Pdblico or of
other counsel acceptable to AID that this Agreement has
been duly authorized and/or ratified by, and executed on
behalf of 
the Borrower, and that it constitutes a valid
and legally binding obligation of the Borrower in accord­
ance with all of its terms.
 



b. A statement of the names of authorized Bor­
rower representatives for Loan implementation purposes,

and a specimen signature of each person specified in such
 
statement.
 

c. An executed agreement between the Ministry

of Finance and INFOM which provides inter alia:
 

(i) That all funds disbursed by Borrower
 
and AID to INFOM will be considered a
 
capital transfer by the Borrower.
 

(ii) The terms and conditions which govern

the use of Project funds by INFOM and
 
its duties and obligations in the imple­
mentation of the project.
 

d. 	 Evidence that INFOM has contracted with a
 
qualified independent engineering consulting firm satis­
factory to AID to provide the following technical services
 
for the program:
 

(i) Review and approval of final engineering
 
plans, specifications and bidding docu­
ments.
 

(ii) Approval of contract awards for construc­
tion ftaterials and services.
 

(iii) 	Technical inspection of pro3ects during

construction as a basis for certifying

all construction disbursement requests

before submission to AID.
 

2. 	 Conditions Precedent to Disbursement for Other
 
Than Engineering Consulting Services
 

Prior 	to any disbursement or to the issuance of
 
any Letter of Commitment other than for Engineering Con­
sulting Services, the Borrower shall furnish to AID in
 
form and substance satisfactory to AID:
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4. Covenant 

The Borrower covenants and agrees that the
 
Borrower shall:
 

*a. Provide and utilize for the Project no 
less,

than the equivalent of $3.5 million and such other,4'
 
resources as would be nec,-ssary for the ,successfuli


'I completion of the project.' 
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P',vwt 4 ot I. 

LOAN WA:; 1IINID lOR PKOLIC'1.I_ON CREDIT, THERE WEREI, NO lOAN 024 
FINANCE]) FACILITIES DAMACED AT TIE TIME OF THE EART1!,UAKE. 
TIlE TWO FEDERATIONS AND THE PENNY FOUNDATION HAVE BEEN VERY 
ACTIVE IN RECONSTRUCTION EFFORTS BECAUSE MANY OF THEIR 
MEMBERS LIVED IN THE MOST DAMAGED AREAS. IN RESPONSE TO THE 
NEEDS GENERATED BY THE EARTI-KUAKE, THE FEDERATIONS SOUGHT 
AND HAVE RECEIVED FROM THE MISSION, AN INTERPRETATION THAT 
THE 100 FACILITY FOR SOCIAL DEVELOPMENT ACTIVITIES UNDER 
EACh LOAN MAY BE USED FOR THE REPAIR OF EARTHQUAKE DAMAGED 
DWELLINGS. THE FEDERATIONS HAVE SUBSTANTIAL INVENTORIFS 
OF FERTILIZER ON HAND AND HENCE IT I3 UNLIKELY THERE WILL BE 
FURTHER LOAN DISBURSEMENTS UNTIL LATE 1976 OR EARLY 1977 
WHEN ADDITIONAL PRODUCTION INPUTS 'WrILL BE NEED)ED. ASIDE 
FRON USING THE SOCIAL DEVELOPMENT FACILITY FOR I1OUSING REPAIRS, 
Till COOPERATIVES HAVE NO OTHER PLANS To CHAN!NEI, EMAINING 
LOAN FUNDS INTO RECONSTRUCTION ATIVITI ES OP TO OTiHERWISE 
MODII'Y THE PKOJECT. 

9. LOAN O21) - RlRAL PRIMA.Y EIDICATiON - AS ESC:d BED lI 
RECENT CABLES, THU EARTHQUIA-YJX CAIS1ED CoNSA I)ERAIFLE DELAYS _TI 
THE PREPARATIONS REQIIRED TO MDT COCDiTlON PRECEDENT TO 
DISBURSEMENT, ESPECIALLY CON'CETIING TIlE R<EQUIREMENT FOR 
CONG ESSIONAL RATIFICATION. THE COIGPESS WAS PREOCCUPIED 
WITH EMERGENCY EARTI-IQJAKE RELIEF LEGI-jT,-ZT AN!D THEREFORE 
COULD NOT COMPLETE THL REQUIRED LOANI REVIEW -%III APPROVAL 
PROCEDURES. AN EXTENSICN WAS GRANTED TO OCTOBER 15, 1976 
TO COMPLETE TUE ?ONiITIONS PRECEDENT. CON?-IPERATION HAS 

T )BEEi/t,;VENl THi ;T, I R REROGRE.. A PORTION OF THE 
FUNDS- AVAII,APLE FOR rNEW SCHOOL CONSTRU(TION. EINDER ACTIVE 
CO II DERATIO(,N 1S ., PROPOSAL TO HELP THE BADLY D"AMAGED AREAS 
BY V.IVICIP ;FM iIII_,HER PRIORITY FOR N .i SCHOOL CONSTRUCTION. 
I F THIS PR'OFOSAL PROVES TO BE SOUND, IT I'WJOUL,FRESU1LT IN A 
SHIFT OF' APROXITAT'LY iNE MILLION )OILARS TO THE DAMAGED 
AREA. TlilS 7LOULD BE ADEQUATE BECAISE AID GRANT ASSISTANCE 
IS ALRKEADY CONTRIBUTING APPROXIMATELY .150 PREFABR!CATED 
C,A-SROOM,!S TO TIF SAME AREA. 

10. LOAN4 ;1'261 - SMALL FARMER DEVELOPMENT - T!IS LOAN WAS 
SIGNED SHORTLY AFTER THE EARTHQUAKE AND COULD BE SLIGHTLY 
DELAYED 11N !MEETINIG CF'S IF ITHE GUATEMALAN CONGRESS IS UNABLE 
TO RATIFY IT ON TIME. WHILE THE NATURE OF THE LOAN PRECLUDES 
GENERAL REPROGRAM/MING TO BENEFIT PRINCIPALLY THE EARTH,UAKE 
AFFECTED AREAS, CONSIDERATION IS BEING GIVEN TO THE RELOCA-
TION OF LOAN SUBPROJECTS (RURAL ACCESS ROADS, FOR EXAMPLE)
 
TO THE MAXIMUM EXTENT FEASIBLE WITHIN THE DAMAGED ZCNE. 
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11. AS A MATTER OF FURTHER INTEREST, THREE RECENTLY 
TERMINATED LOANS SHOULD BE BREIFLY MENTIONED. RE LOAN 016 -
FEASIBILITY STUDIES II, WHICH TERMINATED ON 12/31./75; UNDER 
RESIDUAL Gy FINANCING, THE CONSULTANT ON THE AIR TRANS-
PORTATION MASTER PLAN IS INCORPORTiTING FINDINGS AND COMENTS 
ON EARTIHQUAJ<E RELATED ISSUES INTO THE FINAL STUDY REPORT. 
RE LOAN 017 - MUNICIPAL DEVELOPMENT, WIICHI ALSO TERMINATED 
ON 12/31/75; SOME RESIDUAL CONSTRUCTION I: STI LL UNDERWAY. 
THERE ARE SCATTERED REPORTS THAT A FEW PUBLIC WORKS PROJECTS 
SUCH AS MARKETS AND HEALTH POSTS BUILT UNDER< TfiE PROGRAM 
SUFFERED MINOR DAMAGE. THERE ARE NO REFOGTS; THAIT ANY OF 
THESE STRUCTURES WERE EVEN MODERATELY DAMAGED3, A !'I!?CT 
RESULT OF TUE HIGH CONSTRUCTION STA4DARDS USED IN THE 
PROJECT. RE LOAN 022 - FIASA I], WHICH TEPRINATED ON 
3/31/76; THE BDANK CONTRIBUTED TCWARDS TIH7IPl-REIN SiRUICTION 
EFFORT By SUPPORTIN A SUBLOAN IOR A MA,jOR" LBRiCK FACTORY 
EXPANSION AND THE IMPORTATION OF BADLY NEEDDK[D CJKYPTRUCTION 
EQUIPMENT. 
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MINIS-I rIR1l DE Regisiro 

FINANZAS PUBLICAS 

OUAT(.MALA. C A. Guatemala, 25 de mayo dc 1976. 

Sehor Edward W. Coy ..... .. -

Director de la AID en Guatemala ",. 

Embajada de los Estados Unidos - _'-

C i u d ad 

-
-

Estfmado slior Director: 	 ,. 

Como representante del Gabierno do Ia RepuUlica ante los Oia-- ­

nismos Financioros Inlcrnacionoles, confirmo par esfe mdio nuestras con\,cr­

saciones y solicito de Ia inanera mas atenta quo lIAjencia a su digno cc,r-,o 

nos oforguc financiamiento hasta pr elCcul,Cloeic, : JUS%.0 milloncs 

que snr6 rcorzacu po., u:,c co,,, p r,, cn ....... n.ci l durnte In vi­
do P3.5 ilonv:. Los fond,), cc rcferi,'ogencia del piograma no menor 

programa ser6n destinados para que en base al estudio t cnico claborcado so 

resuelva la inm-nte necesidad quo confrontan apro>:ir:neute 100 munici­

palidades do In Rep6blica que sufrieron d'a,,os considcibls fotales en Sus 

servicios pCblicos csnciales y on su infrcuslructuc bS:.ecu por el terremoto 

del 4 de febrero del afio en curso. 

6 	 , los ieferidosEl Gobierno Cenhal ser deudor ;itecto ante AID 

fondos los que scr 6 n traslacudos al Institulo de Fone,lo Municipal pae quce, 

en su calidad do organismo espccializado en problem6tica municipal, admi­

nistre dichos recursos en t6rminos ampliamonte conccsiorarios y de acuerdo a 

las prior'dades establecidas en el estudio t6cnic,' mencionado. 

Al anticiparle nuestra amplia colcboraci6n en el referido programa, 

y en espera do una resolucion favorable ti nucsta solicitud, hago propicia Ia 

oportunidad para reiterarle mi distinguida consiadeacion y suscribirme su muy 

atento y seguro servidor. 

1 L,iLr~ LA.'> LC;Ao-

.
cc: 	Sr. Gerente INFOM 
Sr. Secrotrio General CONAPLkN 

JLS/mtcc 
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Mr. Marshall D. Brown 
Assistant Director 

for Development Finance
 
Office of Devel,;pment Resources 
Bureau for Lacin America 
Department of State
 
Agency for international izveiopment 
Washington, D.C. 20523
 

Dear Ur. Bro'-n: 

Thank you for your letter of Ma' 7, regarding 

possible Eximbank intercst in participiting in a
 

'lds agency is not now prepared to und,i-.-: com.u V.t­

ments of this nature, but has no objcc'ion to such 

financing by AID.
 

Sincerely yours,

,'- ./',z 

,,,. I. //K/.; '. 
Albert Ii. ijamilton 

Government Affairs Officer
 

"200TH ANNIVERSARY OF THE UNITED STATES OF AMEIliCA" 
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CERTIFICATION PURSUANT TO SECTION 611 (e) OF THE
 
FOREIGN ASSISTANCE ACT OP 1961, AS AMENDED
 

I, Edward W. Coy, the principal officer of the Agency
 
for International Development in Guatemala, having
 
taken into account, among other things, the maintenance
 
and utilization of projects in Guatemala previously
 
financed or assisted by the United States, do hereby
 
certify that in my judgment Guatemala has both the
 
financial capacity and the human resources capability
 
to effectively utilize and maintain the facilities and
 
equipment provided as part of this capital assistance
 
project, Municipal Earthquake Rrcovery Loan.
 

This judgment is based upon the improvinci iiplmen­
tation record of AID-financed projects in C;uatemala
 
and the quality of the planning which has gone into
 
this new project.
 

(signed) - 1Q' 

(dat e ) .htn p 8 - 19 7 h . 
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Prc":*c-r DESICN ,.* Life of Praiect:I" *_:J...,-?ARY 
..C' L F('5;p 7 E OP:STFI:UCTICs , T?4:S ISa OPTICNAL From FY -'_ -..o 

'GIC 


Pr -ect Title & Nu.-rte.r: 
___ ___ FC J Wt::CHCAN 151 USED ASAN AID Total U.S. Fwwrins. ___ ___ ___ __TO C:-.CAIuZINC DATA FOR THE PAR Dt.Propor •

EPrQrT. IT NEED NOT SE ,kETA;NeD 
-- r- J;A.•y V~iIBEPAGE U I.S '3NIT T E D .)

P'ego r*(.:* Goc Thi to .­hcnt: 
 r:.ures ofGoal AcCcl. 
 MEANS OF _________-_______S)PIN 

which tlisP6190 COWibutA: (A-1) AiluMptioni; forocvs goal inS.,t: (A4) 

Restore and upgrade the quality Restored and improved ser- INFOM Reports Positive GOG municipal strategy,of life of the ihabitants living vices being received by
in the 101 municipalities of the 1,250,00 inhabitants.
 
earthquake zone. 

Ircreased employment INFOM Reports2,600 individuals 
 IFOM evaluation based on 
Improved general munici- initial municloai assessment
 
pal Administration. " •
 

~0 
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Project Title & Numb.,: 

NARRATIVE SUMMA RY 
Pwrject Purpose: (B.1) 

Restore and upgrade the capacity of 

the municipalities in the earthquake 

zone, to provide services. 


1. Rebuild, improve and expand 

infrastructure and services. 


2. Restore and improve the capacity

of the municipalities tc carry out 

their functions. 


3. Strengthen and expand the capacit 
of INFGM to provide financial and 
technical assistance to the muni-

cipalitie., 


PROJECT DESIGN SUMMARY 
... Life of Protc,: 

.
 Front FY 

Tavl U. S. Fgnd,nq 
Date Prp, Ad:2
 

JES-T:\ VEL'Rvi
1 FI-"3LE jN, S MEANS OF VERIFICAT:Or -. IMPORTANT ASSUMPTION.S
 
Conditi'oan tat mil! indicato ;urp... has lo.n !B-3) 
 Assumptions fo achieving puopos.: (9.4) 
chevd: End-of-Project status.(5.2) 
l.(a) At least 200 facilities . IN(X 1 reports and on-site 
 1. No shortage of construction skills
 

built and operatin6, inspection.

(b) At least 6 municipal en and materials.
 
terprises built and operat­ing. 
 2. INFCM will be willing to hire tech­

2. (a) At least 80 municipal- 2. INFIM reports. 
 nical advisors.
 
ities using an improved sys
 
ten for financial management 
 3. Municipality willing to accept TA
(collecting, levying, budget 
 and training in a designated field.
ing).
their functions.
04. ing). 
 INFCM salary structure adequate.
(b) At least 80 municipal­
ities using improved ac­
counting record systems.
 
(c) At least 80 municipal­
ities using improved program
 
ming practices.
 
(d) Trained personnel on
 
board for operating and main
 
taining about 200 municipal
 
facilities including market,
 
slaughterhouse, water
 
sewerage systems, etc.
 

3.(a) Permanent, functioning 3. INFOM reports.
 
staff capacity for: Infor­
mation collection and anal- 4. 
Results of evaluation of
 
ysis, tax policy and admin- at 
least 6 projects.
 
istration, financial manage
 
ment and evaluation.
 
(b) Permanent, functioning
 
technical assistance capac­
ity established.
 
(c) Permanent, functioning 


Mtraining capacity estab­
lished. 


4.T-fornmation concerning the 

fe, jibility and convenience of M
utilizing municipal enterprises
 
as municipal operating expenses.
 

0 



-*o 1.*., 

ProTr 
 P r o ~ 

A.M u bi a Re o.r1io un 

u d:.
1.Sbprojects~processed and 


operating.
B. Municipal Institutional Development

2. Training group established as apermanent function within INF M.
3. Expanded technical assistanbe 


group 

4. A Public Relations group trained 


and openating utilizing improved

techniques. 


engaged in doing municipality
CorkI 

C. INFW. Institutional Development 
 to the
different municipalities.
6. Improved Planning and evaluation. 4. At least 
3 officials uti­

7. Installed data processing system.
D. Municipal Enterprise Fund
8. Compiled information as to rhe 

feasibility and convenience of
utilizing municipality enter-

prises for obtaining municipal-

ity operating funds, 


PROJECT DESIGN SUMMARY 

c t I ? !CYF & e a g . , :TLOGICAL. 
opertng 


a) CY 77 at least 50

b) CY 78 at least 75
 
c Y7 tlat6
d) CY 80 at least 62
 

2. At least L2 officials given

training 
in at least the fol­lowing areas: 
(a) Regional and
 
municipality planning. (b) In­formation collection and anal­
ysis. 
(c) Tax policy and admin
 
istration. 
(d) Financial mana­

3. At least 19 trained official

providing TA services 


7. At 
least 4 officials trained
 
including 2 new staff members.
 

8. Results and recommendation

of an evaluation of at least
 
6 active projects.
 

lizing improves 
PR techniques.
5. a) CY 77 at least 85
b) CY 78 at least 200
 
c) CY 78 at least 125
 
d) CY 79 at least 125
 

6. At least 9 officials trained
 
including 3 new staff members.
 

FRAMEWORK Fe Fy_______otal U . unds.... 
D P l__,_

"AA':C VPFCT PAGE3 
-cSRQ for ~1 C4 

LNFCM records and reports 

Ch, tJ 



-0oS-C *l -.. ,IILOGICAL 

Project Title & Number: 

NARRATIVE 

Pfoijct Inputs: (D-I) 

Credit 

Technical Assist. 


Training 

Equipment 

Administration 

Engineering Consult.
 

Services 


TOTAL: 


PROJECT DESIGN SUMMARYFRAJAEWORK LiI. of Project:
From FY - to FY. 

I jtol U.S. Funding
Dot. Prepaed:

SUMMARY O8JECTIVELY VERIFIABLE Ir DCATORS MEANS OF VERIFICATION IMPORTANT ASSUIMTIO#4 PACE 4 
Implementation Target (Type and Quar, ty) (D-3) Assumptions for prosiding klepts (D-4
 

AID GO (D2)
 

p 754 2350 
AID Records 


416 159 COG complies with counterpart
GOG Budget reports cgreemept.315 92 agreement.
 

215 120
 
--- i330
 

300 --­

800O $350G
 

x30 
SHU) 

2I coI 
0. ­
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PROJECT PERFOR-4AINCE TRACKING SYSTEM (PPTS)
 

Activ-
 Date 
ity No. ERT CPI 

1976 

1 06-30 ­

2 08-15 ­

3 09-30 ­

4 10-29 ­

5 11-25 -

G 11-25 ­

7 12-30 ­

1977
 

8 01-20 ­

9 01-31 03-01 

10 02-10 ­

11 02-25 ­

12/ 03-31 ­
15 

Narrative 


PP Review and loan agreement authorized 

Prepare loan agreement and submit to GOG/
INFOM 

Negotiate and sign loan agreement 

Establish procedure for subloan policy 

Contract consulting engineering firm 


Execute agreement with Ministry of Finance
 
for use of funds 


Submit projects for AID approval 


Selection and contracting of additional 
personnel for MRF 

Initial general requirements met 

Instructors for ? 
selected and contracted 


Municipal survey revised 

Specific program activities requirements met
 
(PI, P2 , P3 , P?) 


Action 

AID/W 

INFOM/AID 

INFOM/GOG/AID 

INFOM 

INFOM 

INFOM 

INFOM/AID 

INFOM 

INFOM 

INFOM 

INFOM 

= Cl) 
oCo-

INFOM 



Activ- Date
ity No. PERT CPI 

16 04-05 ­

17 04-20 ­

18 04-22 ­

19 04-22 ­

20/ 05-30 07-01 

22 


23 06-02 ­

24 06-30 ­

25 06-30 ­

26 06-30 ­

27 06-30 ­

28 06-30 ­

29 07-02 ­

-0 07-02 ­

31 07-05 -


Narrative 
 Action
 

Select and contract consulting firm for plan­
ning and evaluation 


Contract construction services 


Prepare training and technical assistance
 
plan 


Select and hire personnel for INFOM's IDP 


First disbursement to MRF, MEF and start
 
first training program for INFOM 


Development of curricula completed 


Construction of 50 projects started 


Select/contract consultant to assist in
 
new MEF 


Conduct first in-service training for
 
INFOM's personnel 


50% of vehicles/equipment procured 


Equip and staff unit to administer MEF 


Improve methodology for planning/evaluation 


Selection of municipal officers completed 


Prepare subloan procedures 


INFOM
 

INFOM
 

INFOM
 

INFOM
 

INFOM/AID
 

INFOM
 

INFOM
 

INFOM/AID
 

INFOM
 

INFOM/AID Z
 

INFOM
 

INFOM
 

INFOM
 

INFOM
 



Activ- Date
 

ity No. PERT CPI Narrative 


1977
 

32 07-05 - Survey/analysis of 25 municipalities
 
completed by cadres 


33 09-15 - Continue engineering supervision for
 
first 50 subprojects under construction 


34 09-25 - Identification of projects to be con­
sidered 


35 10-01 -
 Training of municipal officers starts 


36 
 10-05 - Selection of mayors for U.S. training
completed 

37 11-02 - Conduct second in-service training for
 
INFOM personnel 


38 11-02 - Results of survey/analysis used by cadres 
during in-service training of selected 
municipalitie s 

39 12-31 -
 First group of 50 subprojects constructed 


40 12-31 2-1-78 Feasibility of 48 projects determined and 

approved by AID 


41 12-31 Total of 85 
new municipal officers trained 

during 1977 


Action 

INFOM 

T!!FOM 

INFOM 

INFOM 

INFOM 

INFOM 

INFOM 

INFOM 

INFOM/AID 

INFOM 

W 

0 

: 

i 
M 

M 



Activ- Date 

ity No. PERT CPI Narrative 

1978 

42 

43 

02-25 

02-28 

44 

45 

03-15 

03-22 

46 

47 

03-23 

03-24 

48 03-25 

49 

50 

51 

05-05 

07-15 

07-20 

52 07-22 

53 08-14 

- Construction services contracted for 75 
projects 

- Selection of 200 municipal officers com­
pleted 

- Continuing consulting services 

- Remaining 5 % of vehicles and equipment 
procured 

- Construction of 75 new projects starts 

- Ten (10) subloans for projects to be 
financed under MEF approved 

- Training of second group of 200 munic­
ipal officers starts 

- Follow-up visit by consultants to INFOM 

8-16-78 Reorganization plan of INFOM completed 


-
 Continuing of engineering consulting

services 


- Selection of mayors for U.S. Training 
completed 

- Implementation by INFOM of consultant's 
recommendations 

Action
 

IITFOM
 

INFOM
 

INFOM
 

INFOM/AID
 

INFOM
 

INFOM/AID
 

IlIFO4
 

INFOM
 

INFOM
 

INF04
 

INFOM
 

INFOM
 



Activ- Date 
ity No. PERT CPI 

54 10-15 ­

55 11-05 ­

56 12-31 ­

57 12-31 2-1-79 


58 12-31 2-1-79 


1979 

59 01-15 ­

60 01-15 ­

61 02-28 ­

62 03-01 ­

63 03-15 -

Narrative 


Conduct third in-service training for
 
INFOM's personnel 


Verification by AID of consultant's
 
recommendations 


Second group of 75 subprojects con­
structed during 1978 


First group of IC subprojects financed
 
under MEF for municipal-owned and oper­
ated small industries constructed and
 
evaluation of experience during 1978
 
completed 


Total of 200 new municipal officers
 
trained during 1978 and first bi-annual
 
special evaluation of project completed 


Continuing consulting services 


Construction services contracted for 63
 
projects 


Selection of 3rd. group of 125 new munic-
ipal officers to be trained during 1979 
completed 

Construction of 63 new projects starts 


Second group of 18 projects financed
 
under MEF approved 


Action 

INFOM 

AID/INFOM 

INFOM 

INFOM 

AID/INFOM 

INFOM 

INFOM 

INFOM 

INFOM 

INFOM/AID 

I'D 

, 

=( 

M 



Activ-
ity No. 

64 


65 


66 


67 


68 


69 


70 


71 


72 


73 


74 


Date
 
PERT CPI 


1979
 

03-15 ­

03-20 ­

04-05 ­

06-15 ­

06-20 ­

07-25 ­

07-25 ­

12-31 ­

12-31 2-1-80 


12-31 ­

12-31 -


Narrative 


Conduct third in-service training for
 
INFOM's personnel 


Follow-up visit by consultant to INFOM 


Training of third group of 125 municipal

officers starts 


Continuing of engineering consulting serv­
ices 


Selection of mayors for U.S. training
 
completed 


Conduct fourth in-service training for
 
INFOM's personnel 


Evaluation of institutional Development
 
by consultant 


Third group of 
%3 subprojects constructed 

during 1979
 

Second group of 18 subprojects financed 

under MEF for municipal lease and/or owned
facilities constructed and evaluation of 

experience during 1979 completed 


Implementation of recommendations of 
con­
sultant adopted 


Total cf 125 new municipal officers trained
 
during 1979 completed 


Action 

INFOM 

INFOM 

INFOM 

INFOM 

INFOM 

INFOM 

INFOM 

INFOM 

X5; 

':cn 
o 0H 

INFOM ' 1 

INFOM 

INFOM 



Activ- Date 

ity No. PERT CPI 

1980 

75 01-20 ­

76 03-05 ­

77 03-05 ­

78 03-20 ­

79 03-20 ­

80 04-30 ­

81 04-30 ­

82 06-30 ­

83 07-31 09-01 


84 12-31 2-1-81 


85 12-31 2-1-81 


Narrativ_ 


Construction services contracted for 62
 
new projects 


Conduct fifth in-service training for
 
INFOIM'% personnel 


Selection of mayors for U.S. training
 
completed 


Construction of 62 new projects starts 


Third group of 20 projects financed under 

MEF approved
 

Joint evaluation IDP completed 


Trainino of fourth group of 125 new munic­
ipal officers starts 


Continuing engineering consulting services 


TEEIMA' 7TT :DATE 

Fourth rroup of E2 subprojects constructed 

during 1980 


Total of 125 new municipal officers trained
 
during 1980 and second bi-annual special
 
overall evaluation of project performance
 
completed 


Action 

INFOM 

INFOM 

INFOM 

INFOM 

INFOM/AID 

INFOM 

INFOM 

TNFOM 

INFOM/AID 

INFOM 
rD 
a 
0 G) 

M 
-q 

AID/INFOM 



Activ- Date
 

ity No. PERT CPI 	 Narrative 
 Action
 

1980
 

86 01-31 3-1-81 Third group of 20 subprojects financed under
 
MEF for municipal lease and/or owned facil­
ities constructed and overall evaluation of
 
performance during project completed 
 INFOM 

1981
 

87 01-31 03-01 TERMINAL DISBURSEMENT DATE INFOM/AID
 

88 06-30 - Completion of projects under construction
 
and other activities under the project.

Liquidation. 
 INFOM/AID
 

oZ 	 CO 
-CO 
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Previous AID Assistance
 

[ISAID signed the first Loan (AID 520-L-017 SmallMunicipalities Development Loan, US$2.1 million) with the
Government of Guatemala through the Institute for
Municipal Development, INFOM, on December 3, 1970. 
 Prior
to that date the Interamerican Development Bank has made
two loans to INFOM totaling $6,520 for water supply and
 
sewage systems.
 

The original purposes of this first AID loan to INFOM
were limited to improving the basic public services in the
smallest and weakest municipalities. 
 The loan emphasis was
on 
improving economic and social infrastructure with a
limitEd list of eligible sub-projects such as 
markets,
slaughterhouses, 
health posts, water and drainage systam,
a requirement that they be solid projects in financial
terms, and yet providing for softer terms than those available
under INFOM's normal lendino program, and eventually
arranging a 45," subsidy to encourage wider participation

by the poorest municipalities.
 

This first loan cilled for a counterpart contribution
from the Central Government of $1.5 million for construction
and $0.5 for administration, however the Government of Gua­temala exceeded its contribution in 1975 by $200,000 and
programmed for 1976 $300,000 additional funds. 
 Con­struction under this loan did not begin until August 1973
due to a series of legal and administrative problems.
INFOM expects to complete the last project in August 1976
bringing the number of projects financed under the loan
 
to 153.
 

During the life of this first loan, USAID was also
concerned with institutional development, integrat.:;n
of programs and activities, and direct community pactici­pation in project selection and execution. Grant funds
were used to strengthen the capabilities of INFOM as well
as INAD (Instituto Nacional de Administraci6n para el
Desarrollo) to enhance their capacity to assist the
municipalities. 
 INAD was provided grant funds to carry
out training programs for municipal officials and to set
up regional municipal associations and offices in dif­ferent locations of the country. 
Grant funds were also
utilized for INAD to prepare manuals that would provide
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basic administrative guidelines for municipal otficers.
 
A separate grant to INFOM funded contracts with IBAM
 
(Brazilian Institute for Municipal Administration), to
 
prepare a diagnostic study of INFOM, and 
 STC (Servicios

Tdcnicos del Caribc) to assist INFOM directly in a more
 
limited and speciilc study of its management and adminis­
trative procedures. This technical assistance resulted
 
in improvement of the internal functions of INFOM and
 
generated a basic re-examination of its role and activities
 
that concluded with a total reorganization of the Institution.
 
The process of internal adjustment and improvement is being

carried by the recently (1975) created staff planning unit,

which is continually conducting diagnostic studies, reviewing

INFOMts past performance, raising basic questions, and
 
formularing firm and specific recommendations for new and
 
different approaches to resolve problems encountered by

INFOM and the municipalities.
 

In order to increase INFOM's focus on and response to
 
municipal problems, USAID in FY 1975 funded a project for
 
the establishment of a Training Unit within INFOM, composed

of four professionals and appropriate supporting staff to
 
design and implement a continuous series of training courses
 
for municipal officials in all aspects of municipal manage­
ment and administration of public services under efficient
 
and sanitary conditions. This same pacKage funded a
 
Muw 2ipal Technical Assistance Field Unit composed of
 
sev'ral INFOM 
 experts that are responsible for the review
 
of ninicipal administration and financial procedures; design

and introductior of improved administrative procedures,

identification of priorities for use of municipal revenues
 
and assistance in the preparation of the new municipal

budget; in-service training and establish2nment of a system

for permanent feedback of relevant infcrmation on municipal

problems to INFOM's central headquarters. This same TA
 
program provided for the constitution of a team of
 
professionals to prepare a Municipal Tax Code. 
 The Tax
 
Code diagnosis that is under final review would provide

for a more realistic tax structure in the municipalities.
 

Since the earthquake, USAID has collaborated with

INFOM on a number of projects to restore public services
 
in the rural areas. 
 On April 19, USAID signed a Grant-in-Aid
 
with INFOM to transfer 97 portable water tanks for the
 
purpose of meeting the need for potable water in the areas
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of the country where the existing water systems had been 

destroyed or damaged. The tanks have been providing 

service at 30 locations in Guatemala City and at 64 dif­
ferent locations in rural Guatemala.
 

Since more than 70 water systems in the municipal 
capitals suffered serious damage during the earthquake, 
the need for emergency repairs is being resolved in part 
by t UISAID grant ($100,000) to provide INFOM with the 
resources required to assist the municipalities in making
 
emergency repairs to the existing water systems that will
 
keep them functioning in the best possible manner until
 
they have undergone complete repair or until a new system
 
has been constructed. This progrdm, which started in
 
April, includes purchase of materials required to make
 
emergency repairs and funds to employ labor.
 

Besides the water tanks, and the emergency repair
 
programs, AID signed a second Grant-in-Aid to transfer
 
title for 250 community tool sets and equipment to INFOM.
 
These tools will be used by INFOM to assist in the con­
tinuing program of rubble removal and general clean-up
 
and the repair and reconstruction of housing in the rur/l 
areas. t/
 

A second recovery grant ($1,95014K) was; signed 
during the second week of May for the purpose of making 
,iva iable to 1NI,1 resources to assist the municipalities 
t-hit sulfered severe earthuake damae, to recover and 
reinitiate public community services. 'he activities 
to be undertaken by INFU" in each municipality will 
include cleaning, repair and restoration of streets;
 
removal of rubble; restoration of surface drainage to
 
prevent impounding of rain water; repairs of underground 
sewage and storm drainage systems; demolition of public 
buildings that constitute a public hazard; erection of 
roofs for municipal public water sources, temporiry 
markets; conqtruction of retaining walls where required 
to prevent further destruction and protection of popu­
lation and other critical temporary reconstruction
 
activities. 

At last it is important to note that the on-going
 
technical assistance program has reinforced the tech­
nical capabilities of the personnel of INFOM and those
 

/
 
t
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of the municipal officials, obtaininr for the first time 
the concern of the Institute in the investigation of
 
problems encountered by INPOM and the municipalicies,
which in turn benefits and strengthens their capability.
The new institutional capability has been demonstrated 
during the period after the earthquake, by keeping all 
on-coinr programs moving and by assimilating two Grants­
in-Aid and tt'o Q]rant projects to participate in the 
reconstructiun of the municipalities destrcved by the
 
ear! ],quake. 
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INFOM
 

FOUR EAR CASA FLOW PROJECTIONS
 
Fiscal Years Ending 12/31/76 lhru 12/31/79
 

1Q76 1077 1Q78 1979 
Beginning Balance 2,906 2.533 2,369 2210 

I'ands Derived From: 
Iterest Collections Loans 
 511 492 518
Principal Collections 1,513 1,670 

541
 
1,767 1,788
Reconstruction Fund 
 1,680 2,520 2,100


Undishursed Balance-AID
 
Loan 017 
 718
 

Interest on Investments ii0 142 
 113 114
Sale of' Chemical Products 106 134 170 207
Service Charges 219 241 265 291
GOG Appropriated Funds 1,504 1,275 1,275 1,275Liuuor Taxes 
 485 490 
 503 518
01 her 82 94 
 109 123
 

Total A\ailabilit\ 80154 84751 9609 9.176 

'tinds Used )'Or:
Admin. (osts 1,166 1,266 1,367 1,47oPhul ic Dhl Ser\ icing 467 476 480 5o7 
Interes Expense AID Loan 

()1- 23 23 23 23Oth,,r Costs 205 164 200 237Suh-Loalls 2,400 2,209 2,389 2,345Grall s 1,360 
 2 244 2,922 2599
 

Tolal Utilization 5,621 6 382 7390 7,187 

Ending Balance 2,533 2 369 
 2219 1,989
 

Note: 
 All data excerpted from INFOM,s Four Year Cash Flow Projections
except that consideration has been given to the Cash Flow effects of AID
Loan 0i7 
rolloxers and the reconstruction fund proposed by this project
 
paper.
 



- - - -

- -

Beginning Balance 


F'znds Derived From:
 

Reconstruction Fund 

Interest Collections 

Principal Collections 


Total Availability 


Funds Used For:
 

Sub-Loans from Reconstruction 
Fund 


Grants from Reconstr. Fund 

Sub-Loans from Principal


Collections 
Grants from Principal Collect. 
Sub-Loans from Earnings 
Grants it 

Total Utilization 


Ending Balance 


Average Portfolio - End-of-Year 


MJUNICIPAL RECONSTRUCTION LOAN
 
S 8.4 MILLION RECONSTRUCTION FUND 

10-YEAR CASH FLOW PROJECTION
 

1977 1978 1979 1980 1981 


- - 7 24 42 59 

1,680 2,520 2,100 2.100 
7 24 42 59 67 

- - 10 26 

1,687 2,551 2,166 2,211 152 


336 504 420 420 -. ­

1,344 2,016 1,680 1,680 

-•- 2 5 
-.- -.- -.- 8 21 
-.- 1 5 8 12 

- 6 19 34 47 


1,680 2,527 2,124 2,152 85 


7 24 42 59 67 


168 589 1,054 1,472 1,671 


1982 


67 


-.­

66 

52 


185 


- .-

. 

10 

42 


14 


53 


119 


66 


1,642 


1983 


66 


64 

72 


202 


- .-

14 

58 


1 
53 


138 


64 


1,598 


1984 


64 


62 

77 


203 


15 

62 


13 


51 


141 


62 


1,549 


1985 1986 

62 60 

60 58 
78 79 

200 197 

- .- - -

16 16 
62 63 

12 12 

50 48 

140 ;9 

60 58 

1,499 1,448 z 

" r -

NOTE: See assumptions on following page. V X 
Ort '-'-

V-. 
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ASSUMPTIONS
 

1) 	 Reconstruction funds (exclusive of engineering and consulting
 
fees), 	will be drawn down as follows:
 

1st year 20% $ 1,680,000 
2nd year 30% 2,520,000 
3rd year 25% 2,100,000 
4th year 25% 2,100,000 

10070 	 $ 8 400 000 

2) 	 20% of drawdowns and rollovers will be lent to municipalities
 
and 80% will be granted.
 

3) 	 Sub-loans will average 25-year terms including a 3-year grace
 
period. Interest will be at 4%.
 

4) 	 Administrative Expenses: None. To be subsidized by the GOG.
 

5) 	 All principal collections will be invested in the year of col­
lection.
 

6) 	 All interest collections will be invested the year following
 
that in which collected.
 

7) 	 The reconstruction fund was rounded of to the nearest 100
 
thousand for a total of $8.4 million.
 



MUNICIPAL RECONSTRUCTION LOAN
 
$ 8.4 MILLION RECONSTRUCTION FUND
 

10 - YEAR CASH FLOW PROJECTION 

Beginning Balance 


Funds Derived From:
 

Reconstruction Fund 

Interest Collections 


Principal Collections 


Total Availability 


Funds Used For:
 

Sub-Loans from Reconstruction
 
Fund 


Grants from Reconstr. Fund 

Sub-Loans from Principal Collect. 


Grants " 


Sub-Loans from Earnings 


Grants 


Total Utilization 


Ending Balance 


Average Portfolio - End-of-Year 


1977 


-.-

1,680 


11 


-,-


1,691 


420 


1,260 

-.-

I 


-.-

1,680 


11 


210 


NOTE: 


1978 1979 1980 1981 1982 


11 37 65 91 102 


2,520 2,100 2,100 -.-


37 65 91 102 100 


, 14 42 72 100 


2,568 2,216 2,298 265 302 


630 525 525 - .-

1,890 1,575 1,575 -.­

-.- 3 10 18 25 

11 32 54 75 


3 9 16 23 25 


8 28 49 68 77 


2,531 2,151 2,207 163 202 


37 65 91 102 100 


737 1,309 1,815 2,043 1,992 


See assumptions on following page. 


1983 


100 


-.­

96 


120 


316 


- . 

30 


90 


25 


75 


220 


96 


1,927 


14 


96 


93 


123 


312 


-

31 


92 


24 


72 


219 


93 


1,859 


1985 19W 

93 89 

89 

127 

309 

86 

130 

305 

- .-

32 

95 

23 

70 

220 

-

32 

96 

22 

67 

219 

89 86 

1,789 1,712 

0 x 
rt 

ot0-O '-i 

I tn=3 r 
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ASSUMPTIONS
 

1) 	 Reconstruction funds (exclusive of engineering and consulting
 
fees) will be drawn down as follows:
 

Ist year 20% 	 $ 1,680,000 
2nd year 30% 2,520,000 
3rd year 25% 2,100,000 
4th year 2 2,100,000 

100% 	 $ 8a4O 

2) 	 25% of drawdowns and rollovers will be lent to municipalities
 
and 75% will be granted.
 

3) 	 Sub-loans will average 20-year terms including a 2-year grace
 
period. Interest will be at 5%.
 

4) 	 Administrative Expenses: None. To be subsidi7ed by the GOG.
 

5) 	 All principal collections will be invested in the year of col­
lect ion. 

6) 	 All interest collections will be invested the year following
 
that in which collected.
 

7) 	 The reconstruction fund was rounded of to the nearest 100
 
thousand for a total of $8.4 million.
 



MUNICIPAL RECONSTRUCTION LOAN 

S 8.4 MILLION RECONSTRUCTION FUND 

10-YEAR CASH FLOW PROJECTION 

1977 1978 1979 1980 1981 1982 1983 1984 JIM 19 

Beginning Balance - - 3 9 16 22 25 25 25 24 24 

Funds Derived From: 

Reconstruction Fund 1,680 2,520 2,100 2,100 - . 
Interest Collections 3 9 16 22 25 25 25 24 24 23 
Principal Collections -,- -, -, - 4 13 23 31 34 

Total Availability 1,683 2,532 2,125 2,138 47 54 63 72 79 81 

Funds Used For: 

Sub-Loans from Reconstruction 
Fund 168 252 210 210 -. 

Grants from Reconstr. Fund 1,512 2,268 1,890 1,890 -. -
Sub-Loans from Principal 

Collections -.- -.- -.- -.- -.- -.- 1 2 3 3 
Grants from Principal Collect. -.- -.- -.- -.- -.- 4 12 21 28 31 
Sub-Loans from Earnings -.- -.- 1 2 2 3 3 3 2 2 
Grants 3 8 14 20 22 22 22 22 22 

Total Utilization 1,680 2.523 2,109 2,116 22 29 38 48 55 56 

Ending Balance 3 9 16 22 25 25 25 24 24 23 

Average Portfolio - End-of-Year 84 294 526 737 844 843 834 816 790 761 -

NOTE: See assumptions on following page. < ­

0 t 
C­
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ASSUMPTIONS
 

1) 	 Reconstruction funds (exclusive of engineering and consulting
 
fees), will be drawn down as follows:
 

1st year 20% 

2nd year 30% 

3rd year 25% 

4th year 25% 


1I% 


$ 1,680,000 
2,520,000 

2,100,000 
2,100,000 

$ 

2) 10% of drawdowns and rollovers will be lent 
and 90% will be granted. 

to municipalities 

3) Sub-loans will average 30-year terms 

period. Interest will be at 3"0. 

including a 5-year grace 

4) Administrative Expenses: None. To be subsidized by the GOG. 

5) All principal collections will be invested in the year of col­
lection. 

6) All interest collections will be invested the year following 
that in which collected. 

7) The reconstruction fund was rounded of to 
thousand for a total of $8.4 million. 

the nearest 100 



ILLUSTRATIVE SUBPROJECT LIST 

Summary 

Activity Amount 

Markets 

Slaughterhouses 

Town Halls 

Street Improvements 

Water Supply 

and Drainage 

Q.2,627,000 

779,000 

860,000 

1,305,000 

1,180,000 

Sewerage 

Sanitary Waste Removal 

Municipal Office Equipment 

Electrification 

1,530,000 

400,000 

200,000 

900,000 

TOTAL Q.9,871,000 

H 
o9Ca 

0 

U, 

CID 

-

1= 



OBRAS POSIBLES DE CONSIDER4R DDNTR0 NUEVO PROGRAMA AID 

MERCADO RASTRO 
EDIFIC!OS 
MUNICIPALES ADO)QUDAM ACUEDUCTO AICANTARILLADO 

EXTRACCIeN 
PASURA 

DEPARTAENTO No. Costo No. Costo No. Costo No. Costo No. Costo No. Costo No. Costo 
Guatemala 3 310 4 50 1 45 6 225 2 100 5 505 
Chimaltengo. 8 500 11 183 - -- 5 220 3 160 5 305 1 40 
SacatepAquez 3 345 5 90 - -- 4 100 4 145 3 145 1 60 
EL Poxeso 5 255 3 55 3 85 1 50 3 90 3 75 1 20 
Zacapa 1 20 4 77 - -- 1 80 4 165 3 70 1 40 
Izabal 2 45 1 50 2 so 1 80 2 50 1 40 1 40 
Jalapa 2 95 3 55 1 3o 1 60 - -- 1 70 1 40 
Baja Ver. 3 225 1 25 5 150 1 60 1 60 - -- 1 20 
Alta Ver. 1 150 1 14 3 100 2 70 1 40 - -- 1 20 
Sololl 2 20 1 5 5 130 1 70 2 75 - -- 2 3( 
Totonicap n 3 280 2 40 1 25 3 110 1 40 - -- 1 30 
Huehuitenamo 2 240 2 40 3 195 1 60 2 120 2 125 1 40 
E1 Quichg 3 112 6 95 2 50 2 120 3 135 4 195 1 20 
T 0 T A L 38 2627 44 779 26 860 29 1305 28 1180 27 1530 13 400 

TOTAL DE OBRAS: 205 - Minicipios 94 

OSTO DIRECTO TOTAL: 8,681.
CIFRAS UN MILES DE QUE1ALES 

0 H 

*NO SE INCU ELECTRIICACION NI EQUIPAMmfmI MInCIPAL k,,H 



OBRAS POSIBLES DE CONSIDERAR DTRO DEL PROGRAMA AID
 

DEPTO. MUNICIPIO POBLACION
URBANA MERCADO RASTRO 

OBRAS 
EDIFICIO
MUNICIPAL 

CONSIDERAEAS Y 

ADOQUINADO 

SU COSTO APROXIADO 

ACUEDUCTO -ALCANAR. BASURA 

ALTA VERAPAZ: 

Cobn 

San Cristobal Ver. 

Santa Cruz Ver. 

11,880 

5,008 

834 

150 /2 

14 /3 

45 11 

3o /2 

9.c,/2 

40 /3 

30 /3 

40 /2 

20 /3 

/1 Repareci6n y anpi.iaci6n 

/2 Restituci6n cxrpleta 

/3 Ccnstrwxci6n nueva (anteriarmente no existia) 

COSTOS EN MILES DE UETZALES 

oH
 

ILn u 



OBRAS POSIBLES DE CONStDERAR DENTRO DEL PROGRAMp, AID 

DEPTO. MUNICIPI0 

BWJA VERAPAZ: 
Salamig 

Cubulco 

Grnados 

Purulhl 

Rabinal 

Sta. Cruz El Chol 

San Jer6nimo 

San Miguel Chical 

POBLACION 
URBANA 

5,592 

5675 

464 

1 378 

4680 

839 

1,911 

2.148 

NERCADO 

80 /1 

65 /2 

80 /3 

RASTRO 

25 /2 

OBRAS 

EDIFICIO 
MUNICIPAL 

30 /2 

30 /2 

30 /2 

30 /2 

30 /2 

CONSIDERADAS 

ADOQUIIAO 

60 /3 

Y SU OOSTO APROXIMADO 

ACUEDUCTO ALCANTAR. 

60 /1 

EXTM C. 
BASURA 

20 /3 

/1 Reparmci6n y Ampliaci6n 

/2 Restituci6n cxmpleta 

/3 Cmstn i6ni nueva (anterionnente no exist5a) 

OZH 
0 

P 
EnI 

H 

t73 
u 



OBRAS POSIBLES DE CONSIDERAR DENTRO DEL PROGRAMA'AID 

OBRAS CONSIDERADAS Y SU COSTO APROXIMAD0
POBLACION EDIFICIO
DEPI.-,JNICIPIO URBANA MERCADO EXTRAC.
RASiRO MUNICIPAL ADOWINAD0 ACUDUCTO A NTAJRILLAJ0 PASURA 

CHIMAL TEMGO: 

Chin itenango 13,147 200/2 20/1 
 100/3 
 40/3
 
Apatenango 
 1,656 


40/1 35/2
 

C7a,1ape 
 7 495 20/1 15/1 120/3 
El Tejar 2,330 
 15/1
 

Parramos 
 2,518 
 15/2 
 100/3
 

Patzfxn 
 8;344 
 20/2 
 20/3
 

Patzicia 3,709 70/2 15/2 
 40/3
 
Santa Apolc-ua 521 
 8/2 
 20/1 25/3
 

San Andr's Itzapa 6,266 60/2 15/2
 

Santa Cruz Balany- 1,971 
 15/2 
 40/2
 
San Jose Poaquil 2,161 
 5/1 10/2 
 85/2
 
San MazrtinJilotepeque 3, 'J 
 30/1 25/2 
 30/1
 

Tecpfn Guateala 5,868 
 100/2 25/2 
 30/1
 

1 Rep i6n y anpliaci6n
 

/2 Restituci6n carpleta
 

/3 Construcci6n nueva (anteriornente no exist-a) 

o 2:H 

un tv 



OBRAS POSIBLES DE MNSIDERAR DDN'IPo DEL PRDGRAMA AID 

DEPTO. IIJNICIPIO 
POBIACION 

UPBANA MERCADO RASTRO 

OBRAS CONSIDERADAS Y SU
EDIFTCIO 

MUNICIPAL ADOQUA DO 

CosTo APROXInArX 

A(EUO ALANTAPJLTAm BAqSrRA 
EL PR0x3ESO: 
El Pioge_ 

IMraz-_n 

4 010 

1583 

80/2 

30/3 

25/2 

15/2 

50/3 

35/2 

20/3 

Sn.Agus _n as 3,225 60/3 
Sn. Cistobal s. 541 30/2 20/1 20/2. 
El J.1caro 1907 15/1 
Sasame 1,768 

40/1 20/2 
Sandzute 2,729 70/2 15/2 30/2 

Sn.Antonjo La Paz 937 25/2 30/1 

/1 Repavici6n y ampliaci6n 

/2 Restituci6n copleta 

/3 ConsrIc6n nu-va (anter'ionrente no existla) 

m 

o = 0nZH 
H 
FA~ 



OBRAS POSIBLES DE C -- ,LT3-DAR D=NTRO DEL Pp03pEAMA AID 

DEPTO. rNICIPIO 
POBIACION 
URBANA MECADO RASTPO 

OBRAS 

EDIFTICIO 
MUITCIPAL 

CONSIDERADAS Y SU COSTO APROXIMADO 

ADOQJQU][ADO ACUEDUCO ALCANTAR. 
DXTRAC. 
BASURA 

Santa Cruz 

del Quich4-

Chinique 

Joyabaj 

Sacapulas 

SnAnrs Sajbabaj-

San Pecrv Jocopilas 

Santo Taris Chichi. 

ZAcualpa 

7,689 

848 

2,369 

1,466 

732 

938 

667 

1,468 

22 /3 

60 /2 

30 /3 

10 /1 

15 /2 

15 /2 

15 /2 

25 /2 

15 /2 

25 

2 

/2 

/2 

60 /3 

60 /3 

25 /1 

70 /3 

40 /1 

40 /1 

55 /3 

40 /3 

60 /2 

20/3 

/I Reparaci6n y arpliaci6n 

/2 

/3 

Restibui6n o pleta 

Czmts:cci6n nueva (anterioanente no existia) .u or 

,_MTS EN MILES DE QUETZALES U 



OBRAS POSIBLES DE CONST _---R DET RO DEL PROGrAM AID 

OKAS CNSIDERADAS Y SU COSTO APROXMADO 
POBLACION EDFcIC EXrRAC. 

DEPID. MUNICIPIO URBANA MERCPDO R AD0 M TIC IPALT_ AD00UINADO ACUEDUCT0 AICAMTIPR. BASURA 

GU~ATAA 

Amatitln 15,372 150 /2 /3 50 /1 

Flraijanes 2,993 70 /3 

Miao 10,861 /3 

San Juan Sac. 6,684 100 /2 40 /3 

San Jose*del Golfo 794 10 /3 50 /1 30 /3 

Sm Mixiel Petapa 2,667 15 /3 

SeM Pedco Sac. 4,920 60 /2 20 /2 45 /2 40 /3 

Sn Pedro Ayampuc 3,434 10 /2 

Smn Ravmundk 2,018 10 /2 50 /1 30 /1 

Villa Nueva 12,355 40 /3 325 /3 

Cmplementa aporte Gobierno 

f'1 Repaxmci6n y ampLiaci6n
/2 Restituci6n caTpleta 
/3 COnstuci6n nueva (anteriornente no existia) 

cD 
0 2 

c 

_-STOS EN MILES DE qUEZALES H I. 



OBRAS POSIBLES DE Co:TS:PAIR DETR0 DEL PROGRAM AI 

DETO.lMtlICDIO 
POBLACION 
URBANA MERCADO RASTRO 

DBPAS 

=IF!CIO 
MUNICiPAL 

CONSIDERADAS 

ADOQUINAO 

y Sj COST0 APROX]IrADO 

AUEDUCTO A-ANTAR. 
EXTRAC. 
BASURA 

".htmtere,,,,o 

A-g,-t.n 

11,774 

5,438 

200 /2 

40 /3 

30 /2 60 /1 

30 /2 

60 /3 

70 /3 

40 /3 

ap 
aljacatancito 

SM lateo Ixtatn 

Sa. Pedm Solox 

Sn. Rafael Petzal 

7919t744 

888 

1,834 

2,109 

825 

10 /2 

25/2 

25 /2 

30 /2 

25 /2 

50 /3 

35 /3 

90 /3 

/1 Reparaci6n y anpliaci6n 

/2 Restituci6n completa 

/3 COrItricci6n nueva (anteriarriente no exista) w cf 

M='1S ENJ MILS DE QULTZALES 

0 t4 -4 
-hISS 

L 



OBPQS POSIBLES DE c_7-P.O DEL PROGPA AID:' 

OBAS CONSIDERADAS Y SU COSTO APRO)YIADO 

_EPrO. MUNICIPIO 
POBLACION 
URBANA MERCADO RASTRO 

EDFICIO 
TY ,TICIPAL ADOQUIADO ACUEDUCTO ALCANTAR. 

EXRAC. 
EXRAC. 

JALAPA: 
Jalapa 13,819 15 /1 25 /2 60 /3 40 /3 

N-taquescuintla 3,156 80 /2 15 /2 30 /2 

San Pedro Pinula 2,176 15 /2 
70 /3 

/I Repa&aci6n y ampliaci6n 

/2 Restituai6n caipleta 

/3 Cccstrcic6n nueva (anteiormxnte no exista)X 

CST0 EN MILES DE QUEFZALES 
H 
I- CD) 

ZH 
0 

o 1 

n -I 



OBRAS PSIBLES 2CSDEP DENTRO DEL PROGRAIA AD
 

LDEYr. H-NICIPIO 
POBLACION 
URBANA MERCADO FASTC 

OBEAS CONSIDERADAS Y SU COSTO APOXD4'ADO 
EDIFICIO 
MUNICIPAL ADOQUINADO AC3JUCM ALCANTARIL.ADO 

D 'iA. 
BASURA 

IZAAL: 

Pugrto Barrios 19,696 30/1 50/2 25/1 80/3 4q/3 
1= Aiates 1 841 

10/1 40/2 
M-ales 2 574 15/1 25/1 40/2 

/1 Repum~ci&n y ampliacicn 

/2 Restituai6n oopleta 

/3 Comtucci6n nueva (anterioruente nO exist.a) z z wa zz 
zr 

U, 

~OT~EN MILES DE QUE'I'ZAES 



OBRAS POSIBLES IE COPSIDERAR DETFRO DEL PROGRAMA AID
 

EEFTO. ,MUNICIPIO 
POBLACION 

URBANA MERCADO PASR0 

0BRAS CONSIDERADAS Y SU QJST0 APROXhIADO
EDIFICIO 
MUNICIPAL ADOQUT D3 ACUE1ICTO ALCAARILLADO 

EXTRAC. 
BASURA 

Antigua Guatemala 171,692 300/2 30/2 30/3 60/3 

Ciudad Vieja 7,205 20/3 25/1 

-mgdalena MilPas Altas 2,014 15/2 

Srntiago SacatePAjuez 2,194 
20/1 

Sn.Antonio Aguas Cal. 3,180 15/2 

Sn Baztolcmg M.A. 878 15/2 25/3 

SU. Cataria Barhcn 1,146 
40/1 

8t.Do1mn. g Xecnaooj 2,617 30/2 15/2 

S lc Sacatep&guez 2,194 30/3 20/1 

M. a de Jesfs 7,067 15/1 80/1 80/3 

= 7,389 20/1 

,;IReP~ d6n y arpliaci6n 

,2 Restituai6n acrpleta 
f3 0omtr ci6n nueva (arnteriynente no existla) (Dt 

o =cr, 

"IWS EN MILES DE QUETZALES o= 

Um 



OBPAS RDSIBLES DE CONSIDERAR DEN=RO DEL PROGRAA AID 

OBRAS CONSIDEADAS Y SU COSTO APROXIMADO 

POBLACION EDIFICIO =n-. 
DEO. MUNICIPIO URBANA -MRCAYC RASTRO MUNICIPAL ADOQINADO ACUEDUCTO ALCANTAR. 3Z.7A 

SOWLA: 

Solo1g 3,838 5 /1 50 /3 . 

Ooncepci n 812 25/2 35 /1 

Nahual. 1,728 30 /2 

P ajIachel 2,237 30 /3 40 /1 iC /3 

Santa Catarina Pal. 1,000 25 /2 

S AntmIio PalIop6 1,804 20 /2 25 /2 

Sota LUcia UtatJgn 662 2, /2 

/1 Repamci6n y WLiaci6n 

/2 Restituci6n conjxeta 

/3 Cnstnrccicn nueva (anteriobrute no existla) 

ODSTOS EN MILES DE QUL'ALES 



OBRAS POSIBLES DE CONSID-_A?. DETRO DEL PROGRAMA AID 

DEPID. MUNICIPIO 

MTOTIICAPAN: 

Totcni.apgn 

Momostenango 

San CristoDal Toto. 

Sn Fco. El Alto 

Sta. Laacla La Ref. 

POBLACION
URBANA 

8,727 

5,298 

4,018 

1,964 

327 

MERCADO 

200 /2 

60 /1 

20/ 1 

RASTRO 

25 /2 

15 /2 

-?--I DONSIDERADAS 

=D=-T! 
1 -, niAL P.nDOQUDiA 

60 /3 

30 /3 

20 /3 

25 /2 

Y SU OSTO APROXE,'AX_ 

ACUEXCIO A 

40 /3 

. -AC. 

30 /3 

BARA 

/I Repareci6n y azipliaci6n 

/2 Restituci6n comDleta 

/3 (onstrucci6n nueva (anteniorrente 

CDS'IOS Di MILES DE QI7ATES 

no existla) 

H 

0-

C 

d 

Lf 



-PRAS POSIBLES DE CONSIDERAR DETR, D-L PROGRAMA AID 

1__P__. M CIPIO 
POBLACION 

FA IMCADO RASTRO 
OBRAS ONSIDERAn

EDMACIIOEIUMcFI 
MUNICIPAL 

Y SU COSTO APROXI-AM 

'MOUINADAEIXCm ALCANTARP--LIU 
EXTRAC. 
ASURA 

ZACAPA: 
Zacapa 

Cabafias 

12., 703 

2,095 

25/2 

15/2 

80/3 9 /3 

GumJ& 

Huits 

Ao Hondo 

S o 

Tmuu1gt 

timumt! n 

5220 

1,447 

1 ,465 

271 

2.321 

1,004 20/1 

22/2 

15/2 
30/1 

75/1 

30/1 

30/1 

35/3 

15/3 

20/1 

/1 ReParwci6n y anpliaci6n 

/2 Restituci6n ccpleta > 

/3 Ccnstrucci6n nueva (anterimiete no exist~a) 
M " 

Ho co=I 

Ln 
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DRAPT ET-ESCREPTON 

are 

e9nQabant
theth 

tof'~1f t b' 

ni4v 't 

theseOe, 

'he?-mu n4i 
ipis 

~ $9.eray 
in~t 

96 

(>A' 

4fTe 
im~plemntitio by the,,nttt de rom66lMunic4ipal"(INFQ? 
In specific terms the prodect~ will;::~ 

a,. Provide funds and ecnmi, eieerng, admi­
istr,,tivb anid construction assistnce to,h municipalitie 
to rebuild and im~prove inrsrutr a se icstnmaed 
by thloa~rthqu~i, 7~; 

'bostore and improve the capacity of, thiein~i 
itios' to cairry out the functions of local goverment, 
cluding the management of municipal services. 2 

in­

c. Expancd and strengthen the cpct fIFMt 
assist the municipalities,.. cpiyofIPHo 

Goods and services eligible for financing with loa., 
funds under the project are generally described below:, 

- - -

1. MuilD. Recovery Frund: 
sonnl, ~neeria , equipment 

Technical assistance, per-'
adsemw4ces to4.mplernent, 

the construction and r'epairs of municipal infrastrlu~bre. 

-­ 2, Municipal Enterprise~Fund: Teqhnical assistance,.per­
sonnel, materials, equipment land services for implement­
ing municipal,subprojects.' 

F 
3. Tr~aining arid Techni.cal, Assistance: Technical'assist 

mne~esne~ aterial~s. ,eq.pment rid services for' 
stenthnigthe cpacity-_ of 

timplement,. their pr'ogramsan as4id 
0! nnicipa 

-Auties. 
ie-r 

Te-Poject ctivites- wil b11­

total cstofthe_,,Les 
oan p 

-­ ati-
?ra 

J 

of, whch $8~00 l-, r00"'tnned 
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ment of Guatemala will contribute a minimum of $3,500,000. 
INFOM will provide administrative and organizational sup­
port to the program over the life of'the project. 

K 
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DRAFT LOAN AUTHORIZATION 

Provided from: Alliance for Progress Funds
 
GUATEMALA: Municipal Recovery Loan
 

Pursuant to the authority vested in the Deputy U.S.
 
Coordinator, Alliance for Progress, Agency for Interna­
tional Development (A.I.D.), by the Foreign Assistance
 
Act of 1961, as amended, and the delegations of authority
 
issued thereunder, I hereby authorize the establishment
 
of a loan ("Loan") pursuant to Part I, Chapter 2, Title
 
VI of said Act to 
the Government of Guatemala ("Borrower")
 
of not to exceed EIGHT MILLION United States dollars

($,000,000) to assist in financing United States dollar
 
and Central Aerican Common Market local curOnIcy costs 
to carry out a proriram for municipal earthquake recovery ­
includin(T (i) estahlismeit of a Municipal Recovery Fund 
to finance rehabilitation and construction of essential
 
municipal infrastructure, (ii) establishment of a Munici­
pal Enterprise Fund to finance municipal projects, and
 
(iii) establishment and implementation of a training and
 
technical assistance program at the municipal level,

("Project"). 
 The Loan shall be subject to the following
 
terms and conditions:
 

1. Interest and Terms of Repayment
 

Borrower shall repay the Loan to AID in United States 
dollars within forty (40) years from the date of the first
 
disbursement under the Loan, including a grace period of
 
not to exceed ten (10) years. Borrower shall pay to AID
 
in United States dollars on the disbursed balance of the
 
Loan interest at the rate of two percent (2%) per 
annum
 
during the grace period and three percent (3%) per annum
 
thereafter.
 

2. Source and Origin
 

Goods, services (excluding ocean shipping) and marine
 
insurance financed under the loan shall have their source
 
and origin in countries which are members of the Central

American Common Market or in countries included in Code
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941 of the AID Geographic Code Book. Marine insurance may

be financed under the Loan only if it is obtained on a
 
competitive basis and any claims thereunder are payable in
 
freely convertible currencies. Ocean shipping financed
 
under the Loan shall be procured in any country included
 
in Code 941 of the AID Geographic Code Book, excluding

countries which are members of the Central American
 
Common Market.
 

3. 	 Local Currency 

United States dollars utilized under the Loan to
 
finance authori:ed local, currency costs shall be made
avai*lable pursuant to procedures satisfactory to AID. 

4. 	 Ot:hrer Terms and Conditions 

a. 	 Prior to the first disbursement of Loan funds
 
or issuance of commitment documents, the Borrower
 
shall, except as AID may otherwise agree in 
writing, submit in form and substance satis­
factory to AID:
 

(i) 	An agreement executed between the Ministry
 
of Finance and INFOM which provides inter
 
alia:
 

(a) That all funds disbursed by Borrower 
and AID to INFOM will be considered 
a capital transfer by the Borrower. 

(b) The terms and conditions whiich govern 
the use of Project funds by INFOM and 
its duties and obligations in the 
implementation of the project. 

(ii) 	Evidence that satisfactory arrangements

have been made by INFOM to obtain engi­
neering consultant services for the
 
project.
 

b. 	 Prior to the first disbursement of Loan funds
 
or issuance of commitment documents for other
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than technical assistance, Borrower shall,
except as AID may otherwise agree in writing,
submit in form and substance satisfactory to
AID:
 

(i) A detailed Financial Plan evidencing the

annual GOG counterpart contributions which
will be made to support the Project.
 

(ii) 	 A detailed time-phased Implementation Plan
covering all activities to be completed

during the life of the project.
 

(iii) Evidence that the Borrower has made arrange­
ments 	satisfactory to AID to obtain tech­nical 	services other than engineering
required for project implementation.
 

(iv) 	 A schedule of proj ct municipalities
indicating the assignmenc of resourcetransfer categories nd subproject
lending terms.
 

5. Except as 
AID may otherwise agree in writing, Borrower
shall covenant with AID that it will:
 

a. 
 Provide and utilize for the Project financial
and other resources compatible with the Plan
attached as Annex II to this Loan Agreement. 
6. 
 The Loan will be subject to such other term 
 and
conditions as 
AID may deem advisable.
 




