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ANNEX I11 - Volume I1 

Annex I11 presen t s  t o  t he  Congress a l l  Development Ass i s tance  (DA) 
and Economic Support Fund (ESF) programs f o r  La t in  American and t h e  
Caribbean (LAC) f o r  which A.I.D. i s  r eques t i ng  funds f o r  FY 1985. 
Volume I of Annex 111 presen t s  t he  budget r eques t  f o r  the  South 
American and Caribbean c o u n t r i e s  and Volume 11 presen t s  the  budget 
r eques t  f o r  t he  Cen t r a l  American c o u n t r i e s .  

Volume I1 begins  wi th  a  summary t a b l e  which provides  a  breakout by 
count ry  and a p p r o p r i a t i o n  account of t he  funding requirements  f o r  
t he  Cent ra l  American c o u n t r i e s  from FY 1982 t o  FY 1985. There i s  
a l s o  a  r eg iona l  summary t a b l e  of economic and s o c i a l  d a t a  f o r  
c o u n t r i e s  i n  LAC t h a t  r e c e i v e  A.I.D. a s s i s t a n c e .  

The Cent ra l  American overview presented i n  t h i s  volume provides  a  
summary of  t he  Agency's programs i n  Cen t r a l  America. This i s  
followed by count ry  n a r r a t i v e s  f o r  Cen t r a l  America ( l i s t e d  
a l p h a b e t i c a l l y )  which desc r ibe  t h e  t o t a l  A.I.D. program. 

The r eques t s  f o r  ESF and DA funds a r e  shown toge the r .  The ESF 
reques t  f o r  t he se  c o u n t r i e s  i s  shown under t he  heading "Other 
Programs, ESF" on t h e  summary t a b l e  o f  a c t i v e  and proposed p r o j e c t s .  

Volume I1 of  Annex I11 concludes wi th  a  t a b l e  on the  te rmina t ing  
program i n  Nicaragua. 
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SUMYARI OF PROGRAMS I Y  COUNTRY &NO APPROPRIATION 
( I N  THOUSANDS OF OOLLARS) 

REZION: 8UPEAU FOR L A T I N  AMERICA AN0 CARI8BEAN 

AGRICULTURE, EOUCATION SELECTED ECONOMIC 
RURAL POPULATION AN0 HUMAN DEVELOPMENT SUPPORT 3THER 

TOTAL DEVELOPMENT PLANNING HEALTH RESOURCES FUND DR0;RAMS A C T I V I T I E S  

B E L I Z E  
1 9 8 2  
1 9 8 3  
1 9 8 4  
1 9 8 5  

COSTA RICA 
1 3 8 2  
1 3 9 3  

EL  SALVADOR 
1 3 8 2  1 5 4 ~ 5 7 3  20,304 1,780 26 14,387 115,000 3,376 --- 
1 9 8 3  198,785 35,529 1,850 17,014 2 7 2  4,120 143,303 --- 
1 9 5 4  281.304 3 6 r J O 0  3,944 10,085 4,175 1 7 r 1 1 0  210,303 --- 
1 9 8 s  :PO,OOO 2 ~ ~ 3 3 0  7,000 1 0 ~ 0 0 0  22,030 IS,)OO 2 1 0 ~ 0 0 0  --- 

NICARAGUA ,' 
1 9 b 2  
1 9 8 3  
1 9 8 4  
1 9 8 5  



SUMYARY O F  PROGRAMS BY C O U N T R Y  A N 0  A P P R O P R I A T I O N  
( I N  T H O U S A N D S  O F  D O L L A R S )  

CP-BS 
R i S I O N :  B U R E A U  F O R  L A T I N  A q E R I C A  AND C A R I B B E A N  

A G R I C U L T U R E ,  E D U C A T I O N  S E L E C T E O  E C O Y O M I C  
R U R P L  P O P U L A T I O N  P Y D  MUMPN D E V E L O P M E N T  S U D P I R T  O T H E R  

C 2 U N T R Y  T O T A L  D E V E L O P M E N T  P L A N N I N G  H E A L T H  R E S O U R C E S  A C T T V I T I i S  F U N 0  P R O G R l M S  
AND N U T R I T I O N  D E V E L O P M E N T  
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ECONOMIC AND SDCIAL  DATA 
R E 6 I  ONAL SUMMARY 

REGION: CENTPAL AMERICA 

FCOY'JYV tnucrrlnhl POPULATION CIFALTH --------- 
GYP 

DENSITY 
A N W A L  IPERSONS I SQUARE M I L E )  

INFANT 
DECTnS 

PFS L ITERACY G R L ~ T H  '8 I N  I N  PEOPLE L I F E  PER 
C 4 1 I  TA 9 A T C  TqT AL RLTE POP/AGR POQ/TOTAL URRAN AGRICULTURE PER EXPECTANCY lrOUU 

COUNTRY I O O L L n R l l  I"EUCENT I I T H I U S A N n S l  IPERCFNTI  LAND LAND ARFLS I P F R C E N l I  DOCTOR (YEARS) BIRTHS 

DEVELOPMENT ASSISTANCE RECIP IENTS 

B E L I Z E  

COSTA R I C A  

E L  SALVADOR 

GUATEMALA 

HONDURAS 

PANAMA 

- . . - . - - - - - - - 

DA SUMMARY 



ECONOMIC AND S D C I A L  OAT4 
REGIONAL SUUMARY 

REGION: CENTRAL AMERICA 

FCOY'JYY t D U C b T l f l N  P O P U L A T I O N  H F A L T H  
------__----I----- 

D E N S I T Y  L b B O R  I N F A N T  
GVP I N W A L  IPERSONS / SQUARE M I L E )  FClRCC DEATHS 
P bL( L I T E q A C Y  G R L ~ T H  IN I N  PEOPLE L I F E  PER 

C A ? I T r  R A T F  T W A L  R A T t  POPIAGR POP/TOTAL URBAN AGRICULTURE P E R  EXPECTANCY lrOUU 

(OOLLr iR5  I i D Z U C 5 Y  1 I I T P l U S A N n S )  I P E R C F N T I  LAND L A N D  PRFAS I P F R C E N I I  DOCTOR I V E A R S I  B I R T H S  

ECONOMIC SUPPORT FUND R E C I P I E N T S  

B E L I Z E  1 ,080 9 1  1 5 4  2 . 1  2 9 4  1 6  49 28 2 ,935 5  6  

COSTA R I C A  1 ,430  8  8  2 ,624 2.6 2 7 3  1 1 0  4 4 2  9  1 ,390  7 1 . 0  1 8  

E L  SALVADOR 650  6  2  4,685 2 . 6  8 6 5  543  4  2  50 3 ,599 6 4 . 4  7 1  

GUATEMALA 1,140 4  6  7.714 3 . 1  6 7 9  1 6 8  3 6  55 1 , 8 3 3  5 9 . 2  6 6  

HONDURAS 6 0 0  5  7  4 ,276 3 . 4  1 7 9  82 3  7  6  3  3 ,294 5 9 . 2  7 8  

PANAMA 1 , 9 1 0  8  5 2,058 2 . 1  2 6 8  6  0  5  6  27 1 ,223 7 1 . 0  23 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

E S F  SUMMARY 1 ,034  6 1  21 ,511  2 .9  3 1 6  5 5  4  0  4 9  1 ,997  6 3 . 0  59 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

R E G I O N  SUMMARY 1 , 0 3 4  6 1  21 ,511  2 .9  3 1 6  5 5  4  0  49  1 . 9 9 7  63 .0  59 
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CENTRAL AMERICA 

PROGRAM SUMMARY 
(In tho1 

I Agriculture, I 
Fiscal Rura l  Population 
Year I ~ o t a ~  I ~ e v e ~ i  planniw 

Loans 1 55,292 1 25,000 1 -- 
Grants 858,108 44,800 15,000 

1983  
Loans 
Grants 

Total 
1984 
Loans 
Grants 
Suppl 

Total 
1985 

a .  D i s a s t e r  A s s i s t a n c e  F u n d s  

wnds of dollars) 

2 64,247 
270,560 
534,807 

148 ,681  
198,190 
363,500 
710.371 

nd Humar 

Develop- 

Selected 
evelopmenl 
Activities 

15,697 
12,079 
27,776 

12,026 
9,649 

30,000 
51.675 

13 ,950  
70,000 

84.000 

Nutrition 

75,000 
19 ,445  
94,445 

49,000 
21,337 
10 ,000  
80.337 

Other 
Programs 

-- 
6,660 
6,660 

-- 
4,819 
5 ,000  
9,819 

ESF 

FY 1985 
PROGRAM HIGHLIGHTS 

- A . I . D . ' s  C e n t r a l  American program c o n c e n t r a t e s  on f o u r  fundamental  e l ements :  
economic s t a b i l i z a t i o n , c r e a t i o n  of a b a s i s  f o r  long-term growth,  promot ion 
of e q u i t y ,  and s t r e n g t h e n e d  d e m o c r a t i c  i n s t i t u t i o n s  and r e s p e c t  f o r  human 
r i g h t s .  

- I n  FY 1985, t h e  r e q u e s t  c o n s i s t s  o f :  $640.6 m i l l i o n  of ESF, $272.8 m i l l i o n  of 
DA, $120 m i l l i o n  i n  P.L. 480 commodities,  $77 m i l l i o n  of o t h e r  agency pro- 
grams and O p e r a t i n g  Expenses ,  and $600 m i l l i o n  i n  g u a r a n t y  a u t h o r i t y  t o  sup- 
p o r t  p r i v a t e  l e n d i n g  t o  t h e  r e g i o n .  

- I n  FY 1984, t h e  supp lementa l  r e q u e s t  f o r  C e n t r a l  America i n c l u d e s :  
$290.5  m i l l i o n  of  ESF, $73 m i l l i o n  of DA, $25 m i l b i o n  of  P.L. 480 commodities 
and $12 m i l l i o n  i n  o t h e r  agency programs and i n c r e a s e d  O p e r a t i n g  Expenses.  



AN ECON3MIC ASSISTANCE PROCXAM FUR CENTRAL AMERICA 

INTRODUCTION 

Central  America i s  in  c r i s i s .  As t h e  National Bipar t i san  Commission on 
Central  America has documented, the economic, p o l i t i c a l  and s o c i a l  turmoil o f  
t h e  region poses a  se r ious  t h r e a t  to  U.S. n a t i o n a l  i n t e r e s t s .  Immediate 
a c t i o n  i s  e s s e n t i a l .  This  reques t  embodies an a c t i o n  program t o  a t t a c k  the 
fundamental economic, s o c i a l  and p o l i t i c a l  problems of  t h e  reg ion  i d e n t i f i e d  
by the B ipa r t i s an  Commission. A sepa ra t e  r eques t  has  been prepared t o  address  
the  m i l i t a r y  and s e c u r i t y  i s sues  fac ing  t h e  United S ta t e s  in  t h e  region.  This 
reques t  proposes a  four-pronged program of  s t a b i l i z a t i o n ,  growth, equ i ty  and 
democratization measures t o  address  the  underlying problems i d e n t i f i e d  by t h e  
Bipar t i san  Commission. Because a i d  alone cannot produce development, the  
a s s i s t a n c e  proposed h e r e  would be  conditioned on demonstrations by t h e  
governments o f  t h e i r  commitment and a b i l i t y  t o  undertake fundamental economic 
and s o c i a l  reforms. 

THE REGION'S PROBUMS 

Economic and s o c i a l  development has  been made most d i f f i c u l t  by the presence 
o f  m i l i t a r y  c o n f l i c t  wi th in  t h e  Cent ra l  American region.  Even were t h i s  
c o n f l i c t  to  d isappear ,  hovever, t h e  reg ion  would s t i l l  face four severe ,  
long-term, and p o t e n t i a l l y  i n t r a c t a b l e  problems: economic i n s t a b i l i t y  , poor  
economic growth, economic and s o c i a l  i nequ i ty ,  and weak p o l i t i c a l  and l e g a l  
systems. Each is described b r i e f l y  below. 

Economic I n s t a b i l i t y .  A l l  coun t r i e s  o f  t h e  region a r e  r e e l i n g  from the 
economic and p o l i t i c a l  shocks of t h e  pas t  s eve ra l  years .  The combination of  
the 1979-1980 o i l  pr ice  increases  and the commodity p r i ce  dec l ines  between 
1980 and 1983 opened up a  gap o f  $1.5 b i l l i o n  in t h e  r e g i o n ' s  balance o f  
payments, t o  which most governments responded by excess ive  borrowing r a t h e r  
than adjustment.  The p o l i t i c a l  tur rmi l  r e s u l t i n g  from t h e  es tab l i shment  o f  a  
Marxist government in Nicaragua and from i n t e r n a l  s t r i f e  in E l  Salvador 
exacerbated t h i s  economic problem, leading  t o  cu to f f s  of  conmercial c r e d i t ,  
c a p i t a l  f l i g h t ,  and a  dropoff i n  fore ign  investment. The f inanc ia l  
d i f f i c u l t i e s  l e f t  t h e  count r ies  unable t o  m k e  payments for  t h e i r  Cent ra l  
American t r a d e ,  r e s u l t i n g  in a  co l l apse  o f  the in t r a reg iona l  payments system 
and a s h a r p  con t rac t ion  of i n t r a r e g i o n a l  t rade .  I n  add i t ion ,  r eg iona l  
governments face d i f f i c u l t  f i s c a l  s i t u a t i o n s  r e s u l t i n g  from reduced revenue 
due to  lower production and t r ade  and inadequate t ax  c o l l e c t i o n  and t o  
increased spending a r i s i n g  from an expansion of government programs and o f  
m i l i t a r y  spending due to  insurgency and t h r e a t s  from abroad. 

Poor Growth Prospects.  The economic problems facing Central  America go beyond 
t h e  r e l a t i v e l y  r ecen t  i n s t a b i l i t y  mentioned above. Sustained economic growth 
is the  only mechanism over t h e  long haul  t h a t  can fundamentally change t h e  
r e a l i t y  o f  widespread poverty i n  t h e  reg ion ,  y e t  prospects  a r e  poor for  t h e  
t r a d i t i o n a l  a g r i c u l t u r a l  s e c t o r s ,  such as  co f fee ,  sugar  and bananas, which in 
t h e  pas t  have fueled growth s p u r t s .  Opportuni t ies  fo r  import s u b s t i t u t i o n  



i ndus t r i e s  have been exhausted. Unless some dynamic growth can be  generated 
by s t r u c t u r a l  change t h a t  a l lows d i v e r s i f i c a t i o n  of production and expor t s ,  
productive employment o p p o r t u n i t i e s  for  the  reg ion ' s  r a p i d l y  growing labor  
force  w i l l  n o t  be a v a i l a b l e ,  and the  region w i l l  be unable t o  overcome i t s  
economic backwardness. 

Economic and Social  Inequity.  A t h i r d  se r ious  problem fac ing  t h r e e  o f  t h e  
coun t r i e s  -- Guatemala. E l  Salvador and Nicaragua -- i s  t h e  l imi ted  capaci ty  
o r  wi l l ingness  of governmnt i n s t i t u t i o n s  t o  address  t h e  i ssues  t h a t  a r e  a t  
the core o f  the development process.  b l e s s  the governments o f  these 
coun t r i e s  come to  g r ips  with bas i c  e q u i t y ,  s o c i a l  j u s t i c e  and p a r t i c i p a t i o n  
i s sues  i n  a  manner t h a t  addresses  the concerns o f  a l l  s e c t o r s  o f  t h e i r  
s o c i e t i e s ,  t h e i r  p o l i t i c a l  s t a b i l i t y  -- and the re fo re  t h a t  o f  t h e  e n t i r e  
r eg ion  -- w i l l  continue t o  be threatened.  Honduras, the poorest country i n  
the r eg ion ,  has s o  f a r  managed t o  avoid the  d i v i s i v e  i n t e r n a l  c o n f l i c t s  of  t h e  
three coun t r i e s  mentioned above, bu t  r ap id  improvement i n  t h e  q u a l i t y  of  l i f e  
for a l l  s e c t o r s  of  t h e  p o p l a t i o n  i s  an important requirement for  preventing 
the emergence o f  such a  s i t u a t i o n .  

Weak P o l i t i c a l  and Legal I n s t i t u t i o n s .  Related t o  t h e  lack  of e q u i t y  i n  some 
o f  the coun t r i e s  is the  l ack  o f  s t r o n g  l e g a l  systems, the ex i s t ence  o f  
un rep resen ta t ive  p o l i t i c a l  systems and an o v e r a l l  lack of concern fo r  bas ic  
human r i g h t s .  Costa Rica demonstrates t h a t  demcra  t i c  p o l i t i c a l  systems a re  
indeed poss ib l e  i n  t h e  region and t h a t  they can play a  c r u c i a l  r o l e  i n  
maintaining p o l i t i c a l  s t a b i l i t y  and promoting broad development goals .  
Representat ive s y s t e m  cannot b e  b u i l t  ove rn igh t ,  nor can they b e  imposed from 
outs ide .  But o u t s i d e  a s s i s t ance  can support  indigenous e f f o r t s  i n  t h i s  a rea .  . 

MULTIYEAR WALS AND FUNDING REQUEST 

The funding reques ted  he re  includes two elements: au tho r i za t ion  of $8.3 
b i l l i o n  i n  economic a s s i s t a n c e  and guarantees fo r  Cen t ra l  America, t o  b e  
a v a i l a b l e  over the  next  s i x  yea r s ;  and a  supplemental appropr i a t ion  of $400 
mi l l i on  in FY 1984 and a  r e q u e s t  fo r  a  $1,120 mi l l ion  appropr ia t ion  in FY 
1985, r ep resen t ing  the f i r s t  phase o f  implementation o f  t h i s  program. In  the 
face o f  l a r g e  f ede ra l  d e f i c i t s  and urgent  domestic p r i o r i t i e s ,  such a  r eques t  
r e q u i r e s  compel1 ing j u s t i f i c a t i o n .  We be l i eve  tha t  t h e  r e p o r t  o f  the 
Bipar t i san  Comnission provides t h i s .  The s i t u a t i o n  is s o  alarming,  t h e  
Commission concluded, t ha t  "whatever the  short-term c o s t s  o f  a c t i n g  now, they 
a r e  f a r  l e s s  than t h e  long-term c o s t s  of n o t  a c t i n g  now." If  t h e  proposed 
a s s i s t a n c e  can capture the  imagination and energies  o f  the people of Central 
Anerica, we b e l i e v e  t h a t  i t  can support a  dramatic turnaround i n  t h e  
development s i t u a t i o n  o f  the  reg ion  and e l imina te  a  p o t e n t i a l l y  se r ious  t h r e a t  
to  U. S. n a t i o n a l  s e c u r i t y .  

Our major goals  fo r  the  f i v e y e a r  program a r e  t h e  following: 

-- an end to the downward s p i r a l  in  production by 1985; 

-- achievement o f  an economic growth r a t e  o f  a t  l e a s t  6% per year  i n  t h e  



region within six years, producing more than 250,000 jobs annually through 
export-led growth; 

-- agricultural production increasing by 4% per year by 1989, generating 
80,000 jobs per year and increasing both food availability and 
agroindustrisl exports; 

-- substantially greater participation of all sectors of the Central American 
population in the benefits of economic growth, including: 

-- an increase in primary school enrollments to 95% of the school-aged 
population by 1989 from the current 84%; 

-- a reduction in the rate of primary-level grade repeaters by 50% in 
all countries, and an increase in the primary level completion rates 
from 40% to 80% in Guatemala, Honduras and El Salvador, and from 80% 
to 95% in Costa Rica, Panama and Belize by 1990; 

-- a reduction in infant mortality from the current rate of 65 per 
thousand to 55 per thousand by 1989; 

-- provision of modern family planning services to almost 600,000 
couples, increasing contraceptive usage by 50% by 1989 and reducing 
birth rates by 1% each year; 

-- an increase of 25% in the rate of construction of low-income housing; 
and 

-- a 25% increase in the coverage of water and sewerage services by 1989. 
-- a strengthening of democratic institutions in countries where they already 

exist, and achieving substantial progress toward participatory democracy 
and legal systems that respect individual human rights in the others. 

As proposed by the Bipartisan Commission, the assistance to Central America 
would be provided as part of a multiyear and collaborative approach in which 
our aid would be closely tied to commitments for economic and social reforms 
by the recipient governments. Our procedures for implementation will reflect 
a greater emphasis on more flexible instruments for assistance, greater 
collaboration with governments and private groups in the region, and 
streamlined administration. A Central American Development Organization 
(C4DO), consisting of highly experienced and respected representatives of 
Central America and the United States, will monitor and assess country 
performance against both economic and political goals. This approach follows 
the conclusion by the Bipartisan Commission that an integrated program 
attacking the four major problems of the area -- economic instability, poor 
economic growth, poor equity performance, and weak political and legal systems 
-- is essential to resolution of the region's problems. 
We propose that the full amount necessary for this entire program be 
authorized in FY 1984 to provide our friends with the assurance necessary to 
take difficult actions to meet the crisis. The supplemental appropriation* 
we are requesting in FY 1984 includes: 

*This is in addition to the following being amounts financed for Central 
America under the FY 1984 Continuing Resolution: $230 million in ESF; $117 
million in DA; and $83 million under P.L. 480. 



-- $290 mi l l ion  of Economic Support Funds (JBF); 
-- $73 mi l l i on  i n  Development Assis tance (DA) ; 
-- 325 mi l l ion  in P.L. 480 commodities; and 
-- $12 mi l l i on  i n  o the r  agency program and increased  o p e r a t i n g  expenses.  

I n  FY 1985, we a r e  seeking appropr i a t ion  of: 

-- $641 mi l l i on  of ESF; 
-- $273 mi l l ion  in DA; 
-- $120 mi l l i on  i n  P.L. 480 wmmodi t i e s ;  
-- 577 mi l l ion  fo r  other  programs and ope ra t ing  expenses; and 
- -  $600 mi l l i on  i n  guaranty a u t h o r i t y  t o  s u p ~ o r t  p r i v a t e  l end ing  t o  the  

regi  on. 

I n  each case ,  we r eques t  t h a t  t h e  ESF and DA appropr i a t ion  be  m d e  a v a i l a b l e  
u n t i l  expended t o  al low more e f f e c t i v e  a p p l i c a t i o n  of  c o n d i t i o n a l i t y  t o  these 
programs. 

Our Cent ra l  American p rogam s t r a t e g y  concentrates  on four  fundamental 
elements: economic s t a b i l i z a t i o n ,  c r e a t i o n  of a b a s j s  f o r  long-term growth, 
promotion of equ i ty ,  and s t rengthened democratic j n s t i t u t i o n s  and r e s p e c t  f o r  
human r i g h t s .  

A. S t a b i l i z a t i o n  

The immediate p r j o r i t y  w i l l  b e  to  ach ieve  economic s t a b i l i z a t i o n  by 
e l imina t ing  unfinanced &lance of pryments and f i s c a l  gaps. While a l l  Cent ra l  
Ameri can w u n t r i e s  have reduced import l e v e l s ,  i nc reased  a s s i s t a n c e  w i l l  be 
needed i f  f u r t h e r  dec l ines  i n  impor ts  -- and t h e r e f o r e  i n  incomes -- a r e  t o  be 
avoided. We propose t o  provide l a rge - sca le  balance-of-payments a s s i s t a n c e ,  
c a d i  t ioned  on s t e p s  by governments tn increase  expor t s  and conserve on 
imports fo r  consumption t o  r e s t o r e  e x t e r n a l  ba lance ,  and t o  co r rec t  fi s c a l  
imtalances thr0ugi-1 increased taxes  and spending con t ro l s .  To a s su re  t h i s  we 
w i l l  seek t o  opera te  wj th in  t h e  framework of I n t e r n a t i o n a l  Monetary Fund (IMF) 
s t a b i l i z a t i o n  program. If an IMF program is not  f e a s i b l e  i n  p a r t i c u l a r  
circumstances,  we s h a l l  e s t a b l i s h  our own pe r fo rmnce  t a r g e t s  f o r  
macroeconomic v a r i a b l e s .  

Both t h e  time period r equ j red  f o r  economic s t a b i  l i z a t i o n  and t h e  l e v e l  of  
r e sources  r e q u i r e d  w i l l  depend si gni f i  can t ly  upon e x t e r n a l  events .  A t  
p r e sen t ,  we expect t h j s  p l a se  t o  r e q u i r e  t h r e e  t o  f i v e  yea r s  and $3.1 b i l l i o n  
i n  U.S. Government a s s i s t ance .  Th i s  w i l l  include 32.5 b i l l i o n  i n  appropr i a t ed  
ESF, $0.1 b i l l i o n  i n  P.L. 480 commodities, and $0.5 b i l l i o n  i n  p r i v a t e  t r a d e  
c r e d i t s  guaranteed by the  U.S. Government. The bulk o f  the  funds w i l l  be 
provided b i l a t e r a l l y ,  bu t  a p r t j o n  w i l l  be channeled through Cen t ra l  American 
r e g i  on81 i n s t i  t u t i o n s  to promote r e s t o r a t i  on o f  i n t r a r e g i o n a l  t rade.  The 
a s s i s t a n c e  w i l l  enable t h e  r eg ion  t o  inc rease  imports of  needed raw ma te r i a l s  
and c a p i t a l  goods to inc rease  production and employment over t h e  near  term. 



However, loca l -cur rency  g e n e r a t i o n s  from t h i s  d o l l a r  a s s i s t a n c e  w i l l  be  used 
i n  most c a s e s  t o  s u p p o r t  o t h e r  A.I .D.  economic a s s i s t a n c e  g o a l s ,  e .g . ,  
p roduc t ion  c r e d i t ,  l a b o r - i n t e n s i v e  c o n s t r u c t i o n  o f  economic i n f r a s t r u c t u r e  and 
t h e  most p r e s s i n g  b a s i c  human needs  i n  h e a l t h ,  e d u c a t i o n  and housing.  

B. h y i n g  t h e  Basis  f o r  Long-Term Growth 

The second element o f  our  s t r a t e g y  -- d i s t i n c t  from t h e  f i r s t ,  b u t  pursued 
c o n c u r r e n t l y  wi th  i t  -- i s  t o  l a y  t h e  b a s i s  f o r  s e l f - s u s t a i n i n g  growth t h a t  
w i l l  provide  p roduc t ive  employment f o r  t h e  people o f  t h e  reg ion .  Rapid growth 
i n  p r o d u c t i v e  job o p p o r t u n i t i e s  is t h e  key t o  promotion o f  s e l f - s u s t a i n i n g  
economic growth and t o  s t e a d i l y  r i s i n g  incomes. Our program f o r  growth 
promotion through p r o d u c t i v e  employment s t r e s s e s  four  e lements :  r e fo rm o f  
government economic p o l i c i e s ,  promotion o f  i n d u s t r y  and a g r i c u l t u r e ,  and 
c r e a t i o n  of economic i n f r a s t r u c t u r e .  

We b e l i e v e  t h a t  o u r  approach can r e s t o r e  r e l a t i v e l y  r a p i d  economic growth t o  
t h e  r e g i o n  (6% r e a l  growth per y e a r )  w i t h i n  f i v e  years .  We propose fund ing  o f  
$3.9 b i l l i o n  f o r  t h i s  purpose ,  i n c l u d i n g  $1.7 b i l l i o n  i n  a p p r o p r i a t e d  funds 
($0.9 b i l l i o n  ESF, $0.4 b i l l i o n  DA, and $0.4 b i l l i o n  P.L. 480) ,  $0.8 b i l l i o n  
i n  l o c a l  cur rency  c o u n t e r p a r t  g e n e r a t i o n s  from economic s t a b i l i z a t i o n  
a s s i s t a n c e ,  and u p  t o  $1.3 b i l l i o n  i n  guaran tees  and insurance .  The l a t t e r  
w i l l  i n c l u d e  t r a d e  c r e d i t s  provided through A. I .D .  and t h e  Export-Import Bank 
and i n c r e a s e d  insurance  coverage by the  Overseas P r i v a t e  Investment  
C o r p o r a t i o n .  

1. P o l i c y  reform.  Inc reased  employment o p p o r t u n i t i e s  a r e  e s s e n t i a l  t o  
achievement  o f  long-term growth and e q u i t y  goa l s .  In t h e  p a s t ,  
i m p o r t - s u b s t i t u t i o n  p o l i c i e s  have o f t e n  d i s c r i m i n a t e d  a g a i n s t  l a b o r - u s i n g  
a c t i v i t i e s  by making machinery a r t i f i c i a l l y  cheap. Such p r a c t i c e s  i n c l u d e  
i n t e r e s t  r a t e s  t h a t  a r e  n e g a t i v e  i n  r e a l  t e rms ,  overva lued  exchange r a t e s ,  and 
v e r y  h igh  t a r i f f  w a l l s  t h a t  encourage p roduc t ion  o f  c a p i t a l - i n t e n s i v e  
commodities. E l i m i n a t i n g  such approaches  would encourage more l a b o r - i n t e n s i v e  
p roduc t ion  methods and s t i m u l a t e  i n c r e a s e d  e x p o r t s  o f  bo th  t r a d i t i o n a l  and new 
p r o d u c t s .  

The e x p e r i e n c e  i n  t h e  deve lop ing  c o u n t r i e s  over  t h e  p a s t  two decades  s u g g e s t s  
t h a t  t h i s  p o l i c y  approach o f f e r s  t h e  b e s t  prospect  f o r  c r e a t i n g  t h e  
l a r g e - s c a l e  employment needed by t h e  r e g i o n ' s  r a p i d l y  growing l a b o r  f o r c e  
whi le  p e r m i t t i n g  s t e a d y  growth i n  p r o d u c t i v i t y  and per c a p i t a  incomes. In 
t u r n ,  t h i s  r a p i d  growth i n  incomes and e x p o r t s  shou ld  permit  a n  e q u a l l y  r a p i d  
growth i n  t h e  imports  o f  raw m a t e r i a l s  and o t h e r  p roduc t s  needed t o  provide 
t h e  p r o d u c t i v e  employment t h a t  can s u p p o r t  a  h i g h e r  l i v i n g  s t a n d a r d  f o r  t h e  
people o f  t h e  r e g i o n .  

2. I n d u s t r i a l  Employment. I f  t h e  people  o f  t h e  r e g i o n  a r e  t o  have  t h e  
employment o p p o r t u n i t i e s  needed t o  i n c r e a s e  t h e i r  incomes s u b s t a n t i a l l y  t h e  
i n d u s t r i a l  s e c t o r  w i l l  need t o  p l a y  a major r o l e .  Over t h e  medium term o n l y  
the  e x p o r t  market i s  l i k e l y  t o  provide t h e  market p o t e n t i a l  needed t o  s p u r  
r a p i d  i n d u s t r i a l  growth.  Exports  o f  n o n t r a d i t i o n a l  p roduc t s  from t h e  r e g i o n  
have i n  f a c t  been growing r a p i d l y  over  t h e  p a s t  two decades  (with annua l  



growth of  manufac tu red  e x p o r t s  t o  t h e  United S t a t e s  a v e r a g i n g  a b o u t  30% p e r  
  ear), b u t  they  a r e  s t i l l  a  s m a l l  s h a r e  o f  t o t a l  p roduc t ion  o r  e x p o r t s .  The 
implementa t ion o f  t h e  Car ibbean Basin I n i t i a t i v e  ((311, p r o v i d i n g  d u t y - f r e e  
a c c e s s  t o  the  U.S. market  over  t h e  n e x t  12 y e a r s ,  should  p rov ide  a  f a v o r a b l e  
environment  f o r  such an e x p o r t  s t r a t e g y .  

U.S. a s s i s t a n c e  w i l l  d i r e c t l y  a s s i s t  i n  f i n a n c i n g  t h i s  e f f o r t  through such 
a c t i v i t i e s  a s  p r o v i d i n g  c r e d i t  f o r  imports  o f  machinery  f o r  i n d u s t r y  and  
t e c h n i c a l  a s s  is t ance  i n  inves tment  promotion,  product  development and e x p o r t  
m a r k e t i n g ,  and  improved p roduc t ion  methods. I n c r e a s e d  a c t i v i t y  by t h e  
I n t e r n a t i o n a l  Execut ive  S e r v i c e  Corps w i l l  b e  one v e h i c l e  fo r  t h i s .  W e  e x p e c t  
t h e  p r i v a t e  s e c t o r  t o  b e  w i l l i n g  t o  u n d e r t a k e  much o f  t h e  n e c e s s a r y  f i n a n c i n g  
i t s e l f  where p o l i c i e s  provide  the  proper i n c e n t i v e s ,  w h i l e  our  a s s i s t a n c e  w i l l  
be  aimed a t  e n c o u r a g i n g  such p o l i c i e s .  

3. A g r i c u l t u r a l  P roduc t ion .  Half  o f  t h e  r e g i o n ' s  l a b o r  f o r c e  s t i l l  works i n  
a g r i c u l t u r e .  Exper ience  i n d i c a t e s  t h a t  s m a l l  farmers  a r e  t h e  most p r o d u c t i v e  
u s e r s  o f  l a n d  r e s o u r c e s ,  y e t  t h e y  l a c k  adequate  a c c e s s  i n  s e v e r a l  o f  t h e  
c o u n t r i e s  o f  t h e  r e g i o n  to c r e d i t ,  modern technology and m a r k e t i n g  s e r v i c e s  
t h a t  would u n l e a s h  t h i s  c a p a c i t y .  We b e l i e v e  t h a t  a g r i c u l t u r a l  p r o d u c t i o n  can 
be i n c r e a s i n g  b y  4% per y e a r  by t h e  end o f  the  f ive -year  pe r iod .  Th i s  would 
i n c r e a s e  food a v a i l a b i l i t y  i n t e r n a l l y  and  g e n e r a t e  e x p o r t s  o f  n o n t r a d i t i o n a l  
a g r i c u l t u r a l  and a g r o i n d u s t r i a l  p r o d u c t s ,  b e s i d e s  p r o v i d i n g  a b o u t  80,000 new 
jobs  per  y e a r .  Cur program i n c l u d e s  c r e d i t  f o r  small fa rmers  and 
d i s s e m i n a t i o n  o f  improved technology both  d i r e c t l y  and through promotion o f  
p r i v a t e  and p b l i c  mechanisms,  i n c l u d i n g  c o o p e r a t i v e s .  Chr p o l i c y  d i a l o g u e  
w i l l  focus  on p r i c e  and m a r k e t i n g  r e f o r m  t o  p r o v i d e  b e t t e r  i n c e n t i v e s  t o  
f a rmers .  

4. Economic I n f r a s t r u c t u r e .  Our s t r a t e g y  a l s o  proposes s u b s t a n t i a l  fund ing  
f o r  economic i n f r a s t r u c t u r e .  I n  t h e  r e l a t i v e l y  l e s s -deve loped  c o u n t r i e s  of  
t h e  r e g i o n ,  p r o v i s i o n  o f  b a s i c  economic i n f r a s t r u c t u r e  -- r o a d s ,  
communications,  urban s e r v i c e s  -- can  be i m p o r t a n t  i n  f a c i l i t a t i n g  i n c r e a s e d  
p roduc t ion  o f  manufac tu red  and  a g r o i n d u s t r i a l  p r o d u c t s .  Moreover, f i n a n c i n g  
o f  such i n f r a s t r u c t u r e  is l i k e l y  t o  i n c r e a s e  economic a c t i v i t y  a n d ,  by u s i n g  
l a b o r - i n t e n s i v e  t e c h n i q u e s ,  i n c r e a s e  employment r e l a t i v e l y  q u i c k l y .  Of 
c o u r s e ,  the  m u l t i l a t e r a l  banks w i l l  c o n t i n u e  t o  be  t h e  main s o u r c e  o f  
f i n a n c i n g  f o r  i n f r a s t r u c t u r e  p r o j e c t s .  

C. E q u i t y  and Broad P a r t i c i p a t i o n  i n  Development 

The t h i r d  e l e m e n t  o f  t h e  s t r a t e g y  -- t o  b e  pursued i n  t h o s e  c o u n t r i e s  where 
t h e  r e s t o r a t i o n  o f  s a t i s f a c t o r y  economic growth i s  n o t  an a d e q u a t e  answer t o  
t h e  deve lopnen t  problem -- is a  longer  t e rm deve lopnen t  program aimed a t  
improving t h e  q u a l i t y  o f  l i f e  o f  l e s s  advantaged groups. Access to employment 
and o t h e r  s o u r c e s  o f  p r o d u c t i v i t y  growth,  such a s  modern a g r i c u l t u r a l  
t echno logy  and improved i n p u t s ,  have a l r e a d y  been ment ioned above because  they 
provide  a  means o f  a c h i e v i n g  e q u i t y  g o a l s  i n  a  manner t h a t  a l s o  s t i m u l a t e s  
r a p i d  economic growth.  



Altogether ,  we propose a t o t a l  of  $3.1 b i l l i o n  in a s s i s t a n c e  i n  d i r e c t  support  
fo r  our equi ty  goals.  This f igu re  includes $1.7 b i l l i o n  i n  d o l l a r  funds 
appropr ia ted  fo r  t h i s  purpose ( inc luding  $1.4 b i l l i o n  i n  DA, .$0.1 b i l l i o n  i n  
P.L. 480 T i t l e  I1 commodities, and $0.2 b i l l i o n  i n  programs administered by 
the Peace Corps and t h e  S t a t e  Department), $0.2 b i l l i o n  i n  Housing a a r a n t y  
funds, and $1.2 b i l l i o n  i n  l o c a l  currency counterpar t  funds from ESP and P. L. 
480 a s s i s t a n c e  provided fo r  balanceaf-payments support .  In add i t ion ,  t h e  
$3.9 b i l l i o n  provided t o  support  long-term growth could be included in t h i s  
category because i t  supports  t h e  product ive jobs and increased  incomes t h a t  
a r e  the most powerful veh ic l e  i n  the long term fo r  meeting b a s i c  needs. 

The p r inc ipa l  d i r e c t  e q u i t y o r i e n t e d  measures being supported include t h e  
following: 

1. Education. I l l i t e r a c y  i s  s t i l l  a se r ious  problem i n  most o f  t h e  coun t r i e s  
o f  the  r eg ion ,  and l imi t ed  access  t o  primary educat ion ,  p a r t i c u l a r l y  i n  r u r a l  
a r e a s ,  i s  c r e a t i n g  a new generat ion of  i l l i t e r a t e s .  We propose a major 
program o f  support for educat ional  a c t i v i t i e s  i n  t h e  r eg ion ,  including primary 
educat ion ,  s u b s t a n t i a l  expansion o f  s k i l l s  t r a i n i n g  and voca t iona l  educat ion,  
and h igher  educat ion i n  the United S ta t e s .  At the primary l e v e l ,  we propose 
to expand access  t o  t h e  system to  nea r ly  100% o f  t h e  school-aged p o p l a t i o n  
and t o  increase  the relevance and q u a l i t y  o f  the educat ion t o  reduce grade 
r e p e t i t i o n  and dropouts. Major program elements w i l l  include school 
cons t ruc t ion  , teacher t r a i n i n g ,  and production and d i s t r i b u t i o n  o f  textbooks 
and educat ional  ma te r i a l s .  The e f f o r t s  i n  t h e  l i t e r a c y  f i e l d  w i l l  include 
both support for  indigenous publ ic  educat ion i n s t i t u t i o n s  and for use of Peace 
Corps vo lun tee r s  t o  supplement t h e i r  e f f o r t s .  

We a l s o  propose t o  provide 10,000 scho la r sh ips  over t h e  next  f ive  years  for  
s tudy i n  the  United S t a t e s .  We have found t h a t  those  Lat in American 
government o f f i c i a l s  who a re  most e f f e c t i v e  i n  promoting development i n  the 
region and i n  promoting democratic va lues  a r e  q u i t e  o f t e n  t h e  product o f  p a s t  
U. S. Government -financed p a r t i c i p a n t  t r a i n i n g  . Moreover, s cho la r sh ips  t o  
communist-bloc count r ies  a r e  apparent ly  a v a i l a b l e  i n  much g r e a t e r  number than 
those fo r  U.S. study. In some c o u n t r i e s ,  t h i s  had l ed  t o  cadres of  
bloc-trained profess ionals  i n  government minis  t r i e s .  Our scho la r sh ip  
a s s i s t a n c e  w i l l  address  t h i s  cha l lenge ,  i n  add i t ion  t o  augmenting t h e  number 
of high-level  profess ionals  necessary fo r  t h e  acce le ra t ed  developnent e f f o r t  
and t o  increas ing  the understanding by Central  Americans of  U. S. values .  'Ihe 
scho la r sh ip  program w i l l  be administered by A.I.D. and t h e  United S t a t e s  
I n f o m  t ion  Agency (U. S. I. A. ). 

2. Health and W t r i t i o n .  We w i l l  support increased  a c t i o n  t o  improve h e a l t h  
condi t ions ,  p a r t i c u l a r l y  i n  r u r a l  a r e a s ,  where government programs a re  c l e a r l y  
inadequate a t  present .  Increased e f f o r t s  to  con t ro l  malar ia  and o t h e r  
vector-borne diseases , disseminat ion o f  o r a l  rehydra t ion  therapy,  and t r a i n i n g  
of nurses and o t h e r  hea l th  workers w i l l  be major elements o f  our  program. We 
w i l l  address  n u t r i t i o n  i ssues  through an expansion o f  our t echn ica l  a s s i s t ance  
and educat ion e f f o r t s ,  a s  wel l  a s  through an expansion of  our  food a i d  
programs. The Peace Corps w i l l  cooperate i n  implementing our h e a l t h  and 
n u t r i t i o n  programs, and U.S. I.A. w i l l  h e l p  i n  t r a n s l a t i n g  and disseminat ing 
educat ional  mater ia l s .  



3. Family Planning. Despite a s i g n i f i c a n t  reduct ion  i n  b i r t h  r a t e s  in  
Central  America over the pas t  decade, the r a t e  of  populat ion growth i n  Central  
America remains around 3% per year .  Such high growth r a t e s  s t r a i n  c o u n t r i e s '  
c a p a c i t i e s  t o  provide adequate n u t r i t i o n ,  educat ion ,  h e a l t h  c a r e ,  and 
employment oppor tun i t i e s  fo r  t h e i r  popl la t ions .  In a d d i t i o n ,  increased 
population pressures on l i m i t e d  n a t u r a l  resources  have r e s u l t e d  i n  se r ious  
s o i l  e ros ion  and o t h e r  environmental degradation i n  many a reas .  Pfcess t o  
cont racept ives  and t o  accura t e  family planning information is e s s e n t i a l  i f  
poorer people a r e  t o  have t h e  opportuni ty t o  l i m i t  family s i z e .  Studies  have 
shown t h a t  lack  o f  information is an obs t ac l e  to  increased cont racept ive  use ,  
and t h a t  young ch i ld ren  i n  la rge  poor fami l ies  in  t h e  reg ion  tend a l s o  t o  
s u f f e r  from malnut r i t ion .  We w i l l  continue our programs in t h i s  a rea ,  with 
p a r t i c u l a r  emphasis on working wi th  p r iva te  i n s t i t u t i o n s .  

4. Access to  Land. Improved access  t o  land may be the most r a p i d  way to  
provide oppor tuni ty  t o  poor groups in some o f  t h e  coun t r i e s  of  t h e  reg ion .  
Colonizat ion o f  new lands can provide p a r t  o f  the  s o l u t i o n ,  bu t  some form of 
land reform may be a necessary element o f  a program i n  t h i s  s e c t o r .  This 
would be the case p a r t i c u l a r l y  i n  Qlatemala where access  t o  land i n  the  
c e n t r a l  h ighlands ,  where the  bulk o f  t h e  Indian population l i v e s ,  i s  a seve re  
c o n s t r a i n t  to improved l i v i n g  s tandards.  Our program w i l l  support  e f f o r t s  to 
inc rease  land a v a i l a b i l i t y  fo r  poor r u r a l  fami l ies  through support  fo r  
co lon iza t ion ,  through l e g a l  reforms needed t o  increase  s e c u r i t y  o f  land 
t i t l e s ,  and through long-term f inancing fo r  land purchase. 

5. She l t e r .  k c h  o f  the populat ion o f  the isthmus l i v e s  i n  substandard 
housing which lacks  water ,  sewerage and e l e c t r i c i t y  s e r v i c e s .  Although 
remedying t h i s  problem w i l l  r e q u i r e  both decades and massive f i n a n c i a l  
resources ,  we can make progress through support for  i n s t i t u t i o n a l  improvements . 
i n  housing f inance mechanisms and by innovative programs such a s  "s i tes  and 
se rv ices"  p r o j e c t s  t h a t  can mobil ize t h e  labor  resources o f  bene f i c i a ry  
f ami l i e s  a t  low cost .  Our Housing Guaranty program w i l l  be used to  channel 
p r iva t e  funds toward t h e  s o l u t i o n  of  t h e  seve re  shortage o f  low- and 
w d e r a  te-income housing while it generates  s u b s t a n t i a l  employment. 

6. Refugees and Displaced Persons. The tragedy o f  forced d i s l o c a t i o n  due t o  
p o l i t i c a l  v io l ence  has exacerbated the poverty o f  many Central  Americans. In 
some cases  t h i s  has led  t o  t h e  s p i l l o v e r  of migrants  t o  o t h e r  coun t r i e s ,  
inc luding  the h i t e d  Sta tes .  In El Salvador and Cuatemala i t  has  r e s u l t e d  i n  
the i n t e r n a l  d i s l o c a t i o n  o f  hundreds o f  thousands of  people now l i v i n g  i n  
deprived circumstances. We propose t o  expand our program o f  a s s i s  tance for 
d isp laced  persons t o  meet t h e i r  cash income, h e a l t h ,  n u t r i t i o n a l ,  and 
educat ional  needs in the near  term and t o  a s s i s t  i n  r e l o c a t i o n  or  r e t u r n  t o  
t h e i r  homes as  condit ions permit.  The S ta t e  Department w i l l  be r e spons ib le  
fo r  adminis te r ing  the refugee program, while A. I. D. w i l l  a s s i s t  the d isp laced  
persons. 

D. Democratic I n s t i t u t i o n s  and Human Rights 

'Ihe u l t ima te  purpose o f  economic development is increased human welfare.  If 
we succeed i n  genera t ing  economic growth i n  t h e  reg ion  without  broadening t h e  



respect for basic human values we not only will fail to achieve our purpose 
but will be sowing the seeds of a future crisis when internal conflict becomes 
violent revolution. It is important to realize, however, that we cannot 
determine the path chosen by the people of the region. But we can provide our 
moral and financial support to those countries which choose democratic 
processes and which respect human rights. As a key element in providing the 
economic assistance under this program, we propose to take into account the 
situation in each country that responds to commitments regarding free 
elections, independence of the judiciary system, and respect for individual 
rights. 

We also plan specific activities in several areas to support this element of 
our strategy. First, we will support strengthening of the administration of 
justice through technical assistance, training and material support for the 
courts, criminal investigative agencies, public prosecutors and defenders, 
justice ministries, law schools and bar associations. Second, we will provide 
assistance to improve the administration of elections. Finally, as discussed 
in the section dealing with education, broader understanding of democratic 
values will be pursued through scholarships and educational materials on 
democracy and democratic institutions provided by the U.S.I.A. 

Since funding for each of the countries in the region vill be affected by 
performance with respect to democracy and respect for human rights, the entire 
$8.3 billion we propose for the region vill support our objectives in this 
area. In specific projects, we propose $340 million in funding for democracy 
and human rights initiatives. 

IMPLEMENTATION CONSIDERATIONS 

New Approaches. The emphasis on working closely vith host governments to 
assure that appropriate policies are adopted, both in the economic sphere and 
with respect to political and human rights, requires that our assistance 
program include two departures from past practices. 

First, we intend to encourage the establishment of an organization 
representing the public and private (including business and labor) sectors of 
participating Central American countries to serve as a forum for a frank and 
open dialogue on Central American political, economic and social development. 
CADO would not, as we envision it, be a separate bureaucracy but would meet 
periodically and contain a minimum number of staff necessary to achieve the 
purposes set ou,t below. CADO would be structured so as to have labor 
representation, vith the expectation that the experience vith the Triparte 
model of the International Labor Organization will be heavily dram on. While 
the specific makeup and functions of CADO will need to be developed in 
consultation with the Central Americans, our current view is that it should: 

-- establish goals and targets for economic, political and social 
development; 

-- recommend country performance criteria; 
-- evaluate external assistance needs, and recommend resource mobilization 

actions; 



-- measure country performance against goals and targets, and recommend 
corrective action where countries fall short; and 

-- be influential in affecting the level and structure of U.S. bilateral 
assistance for Central America. 

Second, we believe that greater flexibility is needed with respect to use of 
the funds than has existed in the past. The requirement that all funds 
appropriated in each fiscal year be obligated in the same year can require us 
to make difficult choices between approving programs where a recipient 
government has not yet taken needed steps or of losing the funds entirely. 
The earmarking of funds by country has reduced our ability to encourage 
governments to take necessary policy reforms. We therefore request that the 
Congress provide two-year appropriations for this program and that 
appropriations not be made with country-level earmarkings. 

Third, we seek to increase the role played in the development process by 
private voluntary organizations to the maximum extent feasible. In 
implementing the CBI we have developed closer relationships with these 
organizations than previously and have provided substantial funding to them. 
We intend to continue this effort. 

Absorptive Capacity. The large-scale program proposed raises a question of 
the capacity of the region to absorb such an increase. We have concluded that 
such capacity does indeed exist. First, the annual level of resources 
provided under the program, at about 5% of the total product of the region, is 
lower than that provided by donors in a number of other cases. Second, the 
countries of the region are now operating at very low levels of production, - 
and considerable excess capacity exists in the private sector. As our aid 
helps restore production, we will be providing the institution-building help 
and technical assistance that will prevent the emergence of bottlenecks in the 
future. Third, most of our resources will flow through private-sector 
agencies rather than governments. 

Support Costs. The implementation of the proposed Central American program 
will require an increase in support costs for A.I.D. This includes additional 
direct-hire employees, plus increased operating expenses associated with the 
program. We propose additional funding of $2.5 million in FY 1984 and $6 
million in FY 1985 to support this program. 

COUNTRY STRATEGIES 

Descriptions of the proposed program for each of the Central American 
countries are being provided separately. Briefly described below are the 
major elements of those country strategies. 

Belize. For its per capita income level. Belize has high levels of education 
and health standards and a democratic political system. The economy has a 
good economic growth record and is relatively well-managed. The major 
obstacle is lack of infrastructure, which is made more serious by the fact 
that the country's small population base limits the economic returns to such 
investment. Our strategy emphasizes stabilization assistance over the near 



term and support for investment in export-related agriculture and industry 
over the longer term. The Government of Belize will need to control the size 
of the public sector and to improve its efficiency. The main challenge, 
however, will be to generate private-sector entrepreneurship and finances to 
develop the country's considerable natural resource base. We propose 
supplemental funding of $10 million for Belize for FY 1984 and a total request 
of $10 million for N 1985. 

Costa Rica. The country has democratic institutions and high quality of life 
in relation to its per capita income. It grew rapidly until the late 1970s 
when the combination of failure to adjust to the oil price increase, rapid 
growth of the public sector and extremely rapid growth of foreign debt created 
an untenable economic situation. The major challenges facing Costa Rica at 
present are how to shrink the size of the public sector and how to extricate 
itself from its oppressive external debt. The latter can be expected to be a 
major limiting factor in economic growth possibilities for at least the 
remainder of the decade. 

Our assistance strategy emphasizes government policies aimed at promoting 
production for export to world markets. This will require the government to 
maintain adequate incentives for exporters, particularly through the exchange 
rate. In addition, shrinking the size of the public sector through divestment 
and increased efficiency are high priorities. We propose supplemental funding 
of $75 million in FY 1984 and total assistance of $208 million in FY 1985. 

El Salvador. The development prospects in El Salvador are heavily dependent 
upon progress being made against the insurgency. Assuming that the guerrilla 
threat will gradually decline over the next several years, El Salvador should 
be able to reverse some of the dramatic economic decline relatively quickly. 
Nevertheless, reconstruction of economic infrastructure and establishment of 
basic services for the reformed agricultural sector will take a number of 
years. Given the relative abundance of low-cost labor in the country and its 
relative success in generating industrial exports until the rise of the 
insurgency, the country should be able to generate rapid growth in 
manufacturing exports. 

Actions to increase the effective exchange rate for exporters and to resolve 
the uncertainty in the agricultural sector (by completion of the land reform 
and making required payments to former landholders) are the two most important 
steps that need to be addressed by the government at present. Over the longer 
term, expanding economic opportunity, meeting basic needs, increasing respect 
for human rights, and encouraging broad political participation are major 
challenges. We propose additional assistance of $134 million for FY 1984 and 
a total program of $341 million for FY 1985. 

Guatemala. Over the past two decades, Guatemala has experienced a combination 
of satisfactory economic growth, limited political development, and poor 
performance on meeting basic needs, particularly for the indigenous groups of 
the central highlands. With a tradition of conservative economic management, 
the country's stabilization and debt problems are less severe than any of the 
other countries of the region except Belize, but its political and social 
problems may be the most intractable in the region. 



Our strategy for the country proposes high levels of assistance aimed at 
addressing the basic social issues and providing substantial economic 
infrastructure, but conditioned upon a demonstration of commitment by the 
Guatemalan government to a resolution of the social and political conflicts 
within that society. Assuming such a commitment, we propose a supplemental 
request of $20 million for FY 1984 and total assistance of $96 million for FY 
1985. 

Honduras. Despite a considerable natural resource base, Honduras is the 
poorest country in the region. The primary problems are the low level of 
human resources and the weakness of government institutions. Political 
institutions are relatively well-developed, however, and the country has not 
experienced the social and political divisions that characterize El Salvador 
and Guatemala. Our strategy includes substantial support for stabilization 
efforts in the near term; heavy investment in economic infrastructure, 
particularly in the agricultural sector, and long-term institution-building, 
particularly in education. The government will need to increase substantially 
its capacity to make decisions and to implement projects if Honduras is to 
effectively utilize increased resources. We propose an increase in the 
assistance level of $84.5 million in FY 1984 and a total funding level of $139 
million for N 1985. 

Nicaragua. During the 1960s and 1970s, Nicaragua's economic performance and 
its progress in spreading basic health and education were both about average 
for the region. A failure to establish political alternatives to the Somoza 
family, however, led to a polarization of society and to the Sandinista 
takeover in 1979. The current government has emphasized government programs . 
in education and health. It has also dramatically increased the role of 
government in the economy through both direct ownership and through 
replacement of market forces by government decisions in many areas, 
particularly prices and foreign trade. As a consequence, severe economic 
distortions have been created that make sustained economic growth unlikely 
without massive external assistance. Because of both the economic and 
political factors, we have not programed any assistance to Nicaragua. Should 
government policies dramatically change, however, assistance to rebuild the 
country's economy might be justified. 

Panama. Panama has a history of relatively rapid economic growth combined 
with a broad spread of the benefits of growth. Its most serious economic 
problem, urban unemployment, is due in significant part to government policies 
that limit the flexibility of the private sector. The very large presence of 
the U.S. Government in Panama through the Canal and U.S. military 
installations has probably contributed to the unemployment problem by creating 
a highrage economy in the midst of a developing country. The current 
government has undertaken major policy adjustments aimed at restoring 
private-sector incentives and confidence. Our assistance would strengthen the 
capacity of the government to carry out such reforms. It would be based on 
continued progress in this area, including elimination of inappropriate 
pricing policies in agriculture and reform of labor legislation. We propose 
increased assistance of $34.2 million in FY 1984 and a request of $40 million 
in FY 1985. 



Central American Regional Programs. In addition to bilateral programs in each 
of the countries of the region, we propose to emphasize regional approaches in 
several areas. First, we are encouraging regionwide discussion of goals and 
performance. CAM) will provide the mechanism for this. Under the umbrella of 
CADO, we will support operation of a strong consultative group of the Central 
American governments and all major donors to the region to provide a forum for 
discussion of economic policy issues. 

A second area of regional activity will be support for the strengthening of 
regional institutions. As recornended by the Bipartisan Commission, we will 
consider providing further financial support to the Central American Bank for 
Economic Integration, which supports investment projects in the region. We 
propose to carry out our activities to support democratization and respect for 
human rights on a regionwide basis. We are also examining the feasibility of 
a regional venture capital company to spur the capitalization of dynamic 
indigenous firms. We also intend to provide trade credit guarantees on a 
regional basis. 

Third, we seek to reverse the decline of the Central American Common Market 
(CACM). Restoration of trade can lead to a spurt in regional growth. 
Moreover, because of the very small size of the individual countries, 
increased regional specialization may increase the region's capacity to 
produce for world markets. With limited U.S. resources trade can probably be 
re-established without any direct support being provided to Nicaragua. Over 
the longer term our strategy would seek to promote the reduction in the 
external tariffs applied by the CACM countries to increase competitiveness in 
world markets. We propose funding of $30.8 million for FY 1984 and $199 
million for FY 1985 to support programs of a regional nature. 

Attached are two tables presenting the total resources being requested for the 
proposed program. 



Table I 
FINANCIAL SLMMARY 

PUR FOS E 

S t a b i l i z a t i o n  
ES F 

Sub-total 

Grow th 
ESF 
D A 
P. L. 480 
Guarantees 
Counter part* 

Sub-total 

Equity 
D A 
P.L. 480, I1 
Guarantees 
Counterpart* 
Peace Corps 

ECONCMIC ASSISTANCE 'IO CENMAL PMERICA 
(mi l l ions  of  d o l l a r s )  

Supplemental FY 1986- 
FY 1984 FY 1985 FY 1989 lo TAL - 

2,457 
128 
470 

3,055 

879 
42 2 
4 10 

1,330 
(840) 

3,881 

1,361 
8 7 

2 00 
(1,200) 

114 
S t a t e ,  ~ e f u ~ e e s  -- 15 7 8 93 

Sub-total 168 506 2,381 3,055 

Democracy 
ES F 

Sub-total 15 

Operating Expenses 2 6 2 6 34 

*Counterpart f igu res  a r e  loca l  currency generat ions from ESF o r  P.L. 480 
balance-of -payments f inancing f o r  A. I.D. -supported a c t i v i t i e s  i n  the region .  
Since they a r e  programed fo r  development purposes, they a r e  included i n  
s e c t o r  sub- to ta l s  but n o t  i n  the ove ra l l  t o t a l .  
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Table  I1 

BREAKDOWN B Y  TYPE OF FUNDING 

ECONOMIC ASSISTANCE TO CENTRAL AMERICA 
( m i l l i o n s  o f  d o l l a r s )  

Appropr ia ted Funds Q ~ a r a n t e e s  
l b t a l  ES F - - DA - PL-480 Other 

S t a b i l i z a t i o n  2,585 2,457 -- 128 -- 4  70 

Long-Term Growth 1 , 7  11 879 422 410 -- 1 , 3 3 0  

E q u i t y  1 ,655  -- 1 , 3 6 1  87 207 2  00 

Democracy 340 113 -- -- 22 7  -- 
O p e r a t i n g  Expenses 34 -- -- -- -- - - -  34 - 

m T A L  6,325 3,449 1 , 7 8 3  625 468 2,000 

Counte rpar t  

*These f i g u r e s  i n c l u d e  l o c a l  currency c o u n t e r p a r t  g e n e r a t i o n s  from t h e  d o l l a r s  provided fo r  
economic s t a b i l i z a t i o n .  For t h i s  r e a s o n ,  they a r e  n o t  a d d i t i v e  t o  t h e  t o t a l  fund ing  
r e q u i r e m e n t s .  
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FY 8 5  CP ECONOMIC AND SOCIAL DATA 
COUNTRY: 1 5 0 5  1 B E L I Z E  

*BASIC DATA* ----- 
TOTAL POPULATION.. ITHWSANDSIMIO 1 9 8 3 1  1 5 4  

PER CAPITA GNP.... ...... I O O L L A R S ~ 1 9 8 1 ~  l t 0 8 0  

A N W A L  PER C A P I T A  REAL GNP GROWTH RATE.. 1 1 9 7 0 - 8 1 1  3.5% 

ANNUAL RATE OF I N F L A T I O N  1 1 9 7 0 - 8 1 1  8 - 7 9  

NATIONAL I N C M E  RECEIVED BY LOW 2 0 %  OF POPULATION-.I - 1  . I 
L I F E  E X P E C T A K Y  AT B I R T H *  I N  YEARS 

I .I TOTAL . MALE . FEMALE . 
I - 1  TOTAL . MALE . FEMALE . 

ADULT LITERACY RATE 1 1 9 7 0 1  TOTAL 911 MALE 911 FEMALE 9 1 1  

ANMJAL PER CAPITA AGRICULTURAL PRODUCTION GROWTH RATE 
11973-19821  . Z 

------- 
*FOREIGN TRADE* 

MAJOR EXPORTS... 1 1 9 8 1 )  SUGAR rCLOTHING * F I S H  

EXPORTS TO U.S. 
I S  MILL IONSt  US*  FOB) 1 1 9 8 0 1  5 1  1 1 9 8 1 )  4 1  1 1 9 8 2 1  3 5  
AS 1 OF TOTAL EXPORTS I - 1  .Z I 1 .X I - 1  .X 

IMPORTS FROM U.S. 
I S  H I L L I O N S t  US*  C l F l  1 1 9 8 0 )  6 4  1 1 9 8 1 1  7 6  1 1 9 8 2 1  7 1  
AS X OF TOTAL IMPORTS I .I .t I 1 .% I - 1  .Z 

TRADE BALANCEIS H I L L I O N S e  U.S.11 .I - 1  -1 - 1  -1 

TRADING PARTNERS: UNITED STATES r U N I T E 0  KINGDOM .MEXICO 

EXTERNAL PUBLIC DEBT AS X OF GNP I - 1  . X  

AGRICULTURAL PROUJCTION AS X OF GOP.............I19801 229 *SOCIAL DATA* 

POPULATION DENSITY / SP M I  OF AGRICULTURAL LAND 1 1 9 7 9  2 9 4  POPULATION GROWTH RATE... 1 1 9 7 0 1  2.3% 1 1 9 7 8 1  1.59 1 1 9 8 3 )  2.1X 

POPULATION I N  URBAN AREAS........... -1 1 9 7 0 1  5 1 Z  I 1 9 8 0 1  W I  

MA.8JR CROPIS) ARABLE LAND YEAR L I V E  BIRTHS PER l rOOO POPULATION.-..-119701 3 7  1 1 9 8 3 )  3 2  
SUBSISTENCE: ROOTS L TUBERS *RICE .CORN 1 0 %  1 1 9 8 2 1  
CASH: SUGAR CANE vCITRUS F R U I T  ,RICE 6 0 1  1 1 9 8 2 1  MARRIED WOMEN AGED 1 5 - 4 4  YRS. USING CONTRACEPTION. I 1 . I 

MAJOR AGRICULTLRAL EXPORTS:I19821 RAW SUGAR .ORANGES . 
MAJOR AGRICULTURAL IMPORTS:119821 W E A T  ,DAIRY PRODS. ,ANIMAL 

PROPORTION OF LABOR FORCE I N  AGRICULNRE........Il98OI 2 8 %  

*CENTRAL GOVERNUENT FINANCES* ------------- 
TOTAL REVENUES A H )  GRANTS I S  MILLIONS, U.S.1 

I .I . I .I . I .I 
TOTAL EXPENOITLRES AN0 NET LENDING 0 M I L L I O N S ,  U.S.1 

I .I . I .I . I -1  
D E F I C I T I - 1  OR SURPLUS I S  MILLIONS. U.S.1 

I .I 
I .I 

PERIOD, 
I .I 

POPULATION 1 1 9 7 0 )  I N  AGE GROUP: 
IO-14YRSI 49.3% 115-64YRSl  46.4% 165+ VRSI 4 - 3 1  

PRODS. 
INFANT DEATHS I N  F I R S T  YR OF L I F E  PER 1000 L I V E  B IRTHS 1 1 9 8 3 1  56 

PEOPLE PER PHYSICIAN-............... ( 1 9 7 1 1  2.935 

MAJOR CAUSES OF 
DISEASE 1 1 9  1 t r . DEATH.. 1 1 9 8 1 1  FLU 6 PNEUMONIA .PERINATAL 01s. rCIRCULATDRY 

. PER CAPITA CALORIE SUPPLY AS A I OF REWIREMENTS.. 1 1 9 7 7 )  122% 

POPULATION WITH REASONABLE ACCESS TO SkFE WATER SUPPLY119701 

TOTAL SCHOOL ENROLLMENT AS O OF POPULATION I N  AGE GROUP: ......... . PRIMARY ( 1 9 8 0 1  TOTAL 85.0% MALE % F H I A L E  . SECONDARY....... 1 1 9 7 0 1  TOTAL 2Z.OI MALE X FEMALE 
POST SECONDARY.. I 1 TOTAL . I MALE O FEMALE 

ENERGY PRODUCTION AS X OF CONSUMPTION.............Il9811 . X 
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U.S. OVERSEAS LOANS AND GRANTS - OBLIGATIONS AND LOAN AUTHORIZATIONS 
1U.S F i m l  Y N ~  - MJIimsof Dollan1 

COUNTRY BELIZE 
7 

, , , I A ACSIST-Q I 

0 n m . .  . . . . . . . . . . . . . . . . . . . .  
ra. I . rota  urrymm . . . . . . . . . . . . .  
R.p.*abb in U.S. G I a o  . Lon, . . . . . . . . . . . .  
Pwlblain Fonip Cvmncl-Amnldfal Founq U I  
Tld. , I -  TBm Gnna . . . . . . . . . . . . . . . . . . .  
E n l v  Rd*I. Lon,  Ovdor. aw~l lr  Food Prsnm 
V d v n w  R.l.1 A4#lr- . . . . . . . . . . . . . . .  

PROGRAM 

11. YILITARV A P m A N C E ~ .  . . . . . . . . . . .  
Cndlaor Loam . . . . . . . . . . . . . . . . . . . . . .  
0""D . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

a UAPG me . . . . . . . . . . . . . . . . . . . . . . . . .  
b. Cndi8 Fmncin# . FYS . . . . . . . . . . . . . . . . . .  
c. Milimn l u v r t n a W u c F u n * d l Y L S F I  Grin* . . 
d. TmDmn hm Ex-llorlu. . . . . . . . . . . . . . .  
I. omlr~mno . . . . . . . . . . . . . . . . . . . . . . . .  

Vnited States - 1.0 1.0 
mited Kiwdom 8.2 5.1 46.7 
QM& 0.1 0.7 11.5 
Netherlands 0.1 0.2 0.3 
Selgim - 0.1 0.1 
Ibtal 8.7 7.1 59.6 

+ LESS THEN S53rOJJ- 
I 
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FOREIGN ASSISTANCE ACT PERIOD 

I 3 3  3.0 0.0 0.0 0.0 

TOTAL 
4.0 LOANS 

GRANTS 
1 m 2  rw8 ism 1 s a  

REPAY. ... MENTS 
INTEREST 
191862 

1ns1 lwz 

AEPAV- 
AND MENTs 

, 

FYmmm ...... 1 3  1 LL.. 3.0 0.3 5.5 8.9 
1.420 3.0 0.3 5.3 5.3 
I F ;  L O  0.3 0.0 3.0 
I31 3.0 0.3 0.3 0.0 
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PROGRAM SUMMARY 

Rural nd Humar I Total / DeveFl Popu'tiOn I Health 1 Resources 
Year Planning Develop- 

(In thousands of dollars) 
I Agriculture. I l~ducation 

Nutrition ment 

Loans 
Grants 

Total 
1984 

1983 1 I 1 I I 

Loans 
Grants 
juppL 

-rotal 

1 0 , 6 0 0  
6 , 0 9 7  

1 6 , 6 9 7  

L 9 8 5  Loans 
Grants 

Selected Other 

)evelooment Programs 

900  
3 , 1 0 0  

1 0 , 0 0 0  
1 4 , 0 0 0  

Total 

FY 1985 
PROGRAM HIGHLIGHTS 

- C o n t i n u e d  c o n c e n t r a t i o n  o n  e c o n o m i c  s t a b i l i z a t i o n  t h r o u g h  
f u n d i n g  f o r  management  i m p r o v e m e n t  a n d  i n i t i a l  c a p i t a l  
e x p a n s i o n  o f  c r i t i c a l  p a r a s t a t a l s  ( $ 4  m i l l i o n ) .  

1 , 0 0 0  
5 , 4 4 0  

6 , 4 4 0  

1 , 0 0 0  
9 , 0 0 0  

- E m p h a s i s  o n  e c o n o m i c  g r o w t h  a n d  d i v e r s i f i c a t i o n  t h r o u g h  s u p p o r  
f o r  e x p o r t  e x p a n s i o n ,  a l t e r n a t i v e  a g r i c u l t u r a l  p r o d u c t i o n ,  
a n d  s m a l l  b u s i n e s s  d e v e l o p m e n t  ( $ 2 . 5  m i l l i o n ) .  

900  
2 , 4 3 0  

-- 
3 , 3 3 0  

1 0 , 0 0 0  

- S u p p o r t  f o r  e q u i t a b l e  g r o w t h  t h r o u g h  i m p r o v e d  n u t r i t i o n  a n d  
p r i m a r y  h e a l t h - c a r e  s e r v i c e ,  s c h o l a r s h i p s  i n  c o o r d i n a t i o n  
w i t h  USIA, a n d  s i g n i f i c a n t  i m p r o v e m e n t s  i n  t h e  e d u c a t i o n  
s y s t e m  ( $ 1 . 9  m i l l i o n ) .  

-- 
-- 
-- 

1 , 0 0 0  
9 6 0  

-- 
-- 
- 
- - 

1 , 9 6 0  

-- 
-- 
-- 

-- 
- - 

-- 
-- 
- - 

-- 
240 -- 
240 

-- 

-- 
-- 
7- 

-- 

-- 
6 5 0  2240  

650  2240  
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1- 
- .- --- 

RESOURCE FLOWS 
(In t h o ~ d s  of dollars) k Program 7 FY 1983 FY 1984 FY 1985 

1 PERSONNEL/PARTICIPANTS DATA 1 

--- (Actual) 
Aid' 

Loans 
I 

4,600 
Grants 222 

Total AID 4.822 
P.L. 480" 

Title I -- 
(of wh~ch Title I l l  is) ( -- ) 
Title II -- 

--.. 
Total P.L. 480 -- 

Total AID - and P.L. 480 4,822 

(Estimated) 

*AID levels represent actual and estimated expenditures. 
'*P. L. 480 levels represent actual anestimated value of shipmentsSS -- -- 

2,000 
14,527 
16,527 

-- 
( -- I -- 

. -- 
16,527 

Category 

AID Personnel a 
Direct Hire 
pnsnC 
Contract 

Total 
Partiupants d 

Noncontract 

aU.S. nationals on duty at the end o f  the fiscal year. 1 ~ F Y  3984 and 1985 position /eve/$ 

(Pyosed)  

2,000 
9,038 
11,038 

-- 
( -- 

-- ) 

-- 
11,038 

Contract 

I CPanicipating agency technicians / d~ro~rammed during the fiscal year. 

FY 1983 
(Actual) 

1 
-- 
2 
3 

20 

Total 1 3 0 1 3 0  I 30 
10 

Non-food - -- -- -- 
Title I Total -- -- -- 
(of which Title 111 is) -- -- 

Title I1 
Voluntarv Agencies -- -- -- 
World Food Programs -- -- -- 
Gov't.tc-Gov't \\\\\\\: -- -- -- 

Title II Total r\\\\\\ -- A\\\\\\ -- -- 
Total P.L. 480 \\\\\\u -- -- -- 

FY 1984 
(Estimated) 

4 
-- 
13 
17 

2 5 

FY 1985 
(Proposed) 

5 
-- 
2 3 
28 

25 
5 5 

Program 

Title I 
Wheat 
Rice 
Feedgrains 
Vegoil 

-- 
FY 1985 

(Proposed) 
FY 1984 

(Estimated) 
MT 

-- 
-- 
-- 
-- 

MT 

-- 
-- 
-- 
-- 

$ 

-- 
-- 
-- 
-- 

FY 1983 
(Actual) 

S 

-- 
-- 
-- 
-- 

MT 

-- 
-- 
-- 
-- 

$ 

-- 
-- 
-- 
-- 



BELIZE 

OVERVIEW AND STRATEGY 

A. Introduction and Objectives 

Belize is a small, democratic country, the only one in Central America in the 
British parliamentary tradition. Agriculture is the predominant sector. Two 
export-oriented crops--sugar and bananas--provide most of the country's export 
earnings. 'Ihe economy depends on international trade for survival, and its 
tininess renders it hostage to external market forces beyond its control. 

Like other countries in Central America, Belize is experiencing serious 
economic difficulties. The balance-of-payments picture has sharply 
deteriorated in recent years and is kept in approximate balance by very sharp 
reductions in imports which in turn constrict economic activity in the private 
and public sectors. Fiscal deficits are a chronic economic negative. Success 
in overcoming these problems within the country's strong democratic traditions 
would provide a good example for encouraging economic and political reforms 
elsewhere in the region. 

U.S. goals in Belize are principally to assist the country to achieve basic 
economic stability and growth. Our primary focus will be on rectifying public 
sector finance problems and on broadening the country's very narrow export 
base. Equitable economic growth is an important longer-term concern, but at 
present Belize does not have major problems of maldistribution of income among 
the various population elements. 

B. Development Peformance and Problems 

1. Social indicators. By Central American comparisons, the welfare level of 
the Belizean populace is relatively well developed and relatively well 
distributed. There are no glaringly disadvantaged groups. Income 
distribution is perhaps the most equitable in Central America. The main cause 
of poverty is the generally low level of development. Import restrictions 
which help keep the balance of payments near equilibrium also constrict 
economic activity. Belize's human resource base is not yet developed widely 
enough to facilitate sustained growth. 

About half the population is urban and not oriented toward agricultural or 
entrepreneurial endeavors. In the urban areas unemployment is high, 
especially among heads of large families and urban youth. Poverty is a 
serious problem as well among small farmers in all regions of the country who 
lack access to inputs and markets. 

Educational attainment is relatively high, with 92% of the adult population 
having attained literacy and 85%-90% of all children completing primary 
education. Colonial curricula, however, do not always serve development 



needs. This is now being remedied through a reorientation of the primary 
curriculum to give students practical knowledge and skills in agriculture, as 
well as though a strengthening of post-secondary education. But there remains 
a serious gap in the training of technically skilled persons. Emigration of 
skilled manpower remains a chronic problem. 

Health indicators also show that a good deal of progress in social development 
has been achieved. Life expectancy is 67 years, and the infant mortality rate 
is 30 per thousand. Health services are accessible to most people, but the 
capacity to deal effectively with malaria, intestinal disease, and 
malnutrition is severely limited. The sharply rising incidence of malaria is 
of particular concern. Environmental sanitation is a problem everywhere, and 
nearly half the rural populace lacks access to potable water. 

2. Economic indicators. After a rapid expansion in the 1970s, Belize's 
economy has experienced difficulties in the last few years, in large part 
because of the sharp decline in the price of sugar. The gross domestic 
product (GDP) growth rate fell from 4.5% in 1980 to 1.3% in 1981 and minus 
1.8% in 1982. GDP growth was probably stagnant in 1983. The balance of 
payments, which showed a surplus of $5 million in 1978, experienced a 
cumulative deficit of about $4 million during 1979-1982. The overall deficit 
of the nonfinancial public sector rose from 4.2% of the GDP in 1980-1981 to 
9.5% in 1982-1983. Central government revenue suffered a sharp decline in 
1982-1983, as the devaluation of the Mexican peso resulted in a sharp increase 
in unregistered imports from Mexico, with revenues from import duties on 
registered imports falling by 20%. 

Belize's current financial difficulties lie in the public sector. Sharp 
declines in exports and registered imports, with their attendant impact on 
Government of Belize (GOB) revenues, reductions in the grant portion of total 
external assistance, and unanticipated large increases in budgetary transfers 
to public enterprises all served to increase the overall deficit of the 
nonfinancial public sector, from 4.2% of GDP in Belize fiscal year (BFY) 
1980-1981, to 6.3% the following year and to 9.5% in BFY 1982-1983. 
Preliminary figures for the first six months of BFY 1983-1984 indicate 
continued deterioration. 

The GOB has attempted to meet the fiscal challenge by increased borrowing and 
by limiting expenditures. However, Central Bank advances to the central 
government have reached the statutory limit, the GOB'S access to external 
commercial credit is limited, and further expenditure cuts would seriously 
impair the government's ability to provide essential public services. 

The balance of payments poses less of a problem since the reduction in imports 
has resulted in approximate equilibrium albeit at a much reduced level of 
GDP. Net reserves are now at a dangerously low level: about six weeks of 
imports. To help deal with this problem, the GOB borrowed $3.8 million under 
the International Monetary ~und's (1MF's) compensatory financing facility in 
June 1983. Additional balance-of-payments assistance, buttressed by a 
judicious mixture of policy and structural adjustment, will be needed for the 
next two to three years. 



Stagnant growth in the economy, with the attendant unemployment problem, is 
the result of a very narrow productive base of the economy. Sugar, the L 

principal crop, accounts directly for about 25% of GDP and 60% of export 
earnings. If the indirect and income effect stemming from sugar production 
were to be considered, one can attribute 40% of GDP to this crop alone. 
Obstacles to diversification include lack of financial capital, lack of 
knowledge of investment opportunities in export-oriented industries, and the 
small pool of entrepreneurial talent and skilled labor. 

C. Strategy and Policy Agenda 

Over the near term, A.I.D.'s economic assistance will be targeted on fiscal 
stabilization. Additionally, economic growth and diversification will enhance 
the equitable distribution of economic assets among the population. These in 
turn will help nurture the established, viable traditions of political 
democracy in Belize. 

1. Stabilization. In 1984 and 1985 U.S. economic assistance will focus upon 
the largest factor in the public sector which leads to the chronic fiscal 
shortfalls in the GOB budget. In order to stabilize the fiscal situation 
several parastatals are in need of management reorganization and capital 
expansion. We propose to use ESF local currency generations to cover the 
deficits of selected parastatals while reorganizations are underway and to 
help in the first year of capital expansion, possibly including the 
electricity distribution system. By the end of 1987 we anticipate that 
budgetary transfers to public enterprises will be reduced by 50%; and, for 
example, that the Electricity Board's revenue will be in equilibrium and 

\ 
modernization of the distribution system will be nearly completed. 

Assistance to the most important parastatals will require the GOB'S developing 
and implementing a broad plan to address the remaining structural elements of 
the recurrent fiscal shortfall. Most important, the government will have to 
enter into serious negotiations with the IMF towards designing a financial 
program to support stability in the fiscal and balance-of-payments account. 
In addition, the GOB will be required to take steps to reduce the deficits in 
other public sector enterprises. The current subsidy program of the GOB must 
be scaled back if not eliminated. The basic indicator of progress will be the 
expansion of imports by 25% along with continued approximate 
balance-of-payments equilibrium. This means that export earnings through 
diversification of nontraditional exports will increase commensurately. 

2. Equitable and Bread-Based Growth. In order to accelerate the move toward 
greater economic and trade self-reliance and self-sufficiency, A.I.D. 
Development Assistance (DA) will support the broadening of the production base 
of the economy. Export promotions will be stimulated through an export 
promotion agency. This will augment foreign exchange earnings, thus 
contributing to stabilization by relieving pressure on the precarious 
balance-of-payments equilibrium. 



A.I.D. will examine the means for providing capital to simulate development 
and expansion of nontraditional sectors. The establishment of a new financial 
institution is a possibility. This will help broaden economic activity and 
bring additional income to sectors of the economy currently so valuable to 
world market fluctuations for the primary crop. 

Further stimulus to lessening Belize's dependence on sugar for foreign 
exchange and farmer income will come through support for the ongoing livestock 
and rural roads project. A.I.D. plans to initiate, moreover, an agricultural 
production and diversification project through production of vegetable oil, 
cocoa, and fresh vegetables. This new initiative will be geared toward food 
import substitution and new exports. 

It is unclear at this juncture whether Belize's development needs will require 
a long-term commitment by A.I.D. To set the framework for longer-term 
development and structural adjustment, though, policy dialogue must lead to 
changes encouraging investment in nontraditional sectors. Progress will be 
measured by changes in banking laws, removal of price controls and similar 
disincentives to agricultural production, and the establishment of a long-term 
marketing development program for more efficient distribution of goods in 
internal and external markets. 

A.I.D. Program (FY 1983 and FY 1984) 

A.I.D. established a bilateral presence in Belize in January 1983. The 
current program uses a mix of ESF provided from the Caribbean Basin Initiative 
(CBI) supplemental appropriation, DA, and Housing Guaranty (HG) resources. 

A. Economic Support Funds 

In FY 1983, A.I.D. focused attention on economic stabilization and fiscal 
improvement. A $4.6 million ESF Counterpart Fund (505-0004) was established 
to assist the GOB to address its balance-of-payments shortfall, low level of 
foreign exchange reserves, deteriorating fiscal situation, and the central 
government's cash flow deficits. The goal is to achieve in Belize FY 1983-1984 
a savings on current account (current account revenues minus expenditures) of 
$7 million equivalent with additional savings in following years. 

B. Rural Development 

In FY 1983, A $3 million Livestock Production project (505-0006) was initiated 
to improve small and medium farmers' production efficiencies in livestock 
husbandry and to expand market outlets for these products. Policy dialogue 
and institutional development will play a large role in attaining these 
objectives. The Ministry of Natural Resources has instituted policy changes 
which decontrol beef prices, free the livestock market to the fullest extent, 
and result in some exportation of live animals to the Caribbean. A $5.4 
million Rural Access Roads and Bridges project (505-0007) also was 



initiated in FY 1983 to upgrade the Ministry of Works' capability to build, 
maintain, and protect its rural access roads and bridges. This project should 
help increase and diversify agricultural production and increase the income - 
of, and delivery of technical and social services to, small farm families in 
rural areas. 

These activities will be continued in FY 1984. A $3.5 million Agricultural 
Production and Diversification project (505-0008) also is scheduled to begin 
in FY 1984. It will assist GOB efforts to diversify away from sugar through 
production of vegetable oil and possibly fresh vegetables and cocoa and to 
increase agricultural production geared toward food import substitution and 
exports. A.I.D. plans to undertake a thorough assessment of the agricultural 
sector before embarking on major new initiatives in agriculture. 

C. Private Sector Development 

Consistent with CBI emphasis, A.I.D. encouraged increased private sector 
productive, export-oriented investment in agriculture and related industry 
under $5 million ESF Private Sector Rediscount Facility (505-0005). 
Institutional development in the form of a discount fund and a change in 
banking policy to include long-term credit is taking place for the first 
time. A.I.D. also supported the National Development Foundation of Belize, an 
indigenous private, nonprofit development organization, through an operational 
program grant (505-0011) to expand a coordinated program of credit, business 
guidance, and technical assistance ts microbusinessmen and producers in Belize. 

D. Housing . 
With ESF from the CBI supplemental appropriation, A.I.D. provided $400,000 in 
FY 1983 for housing advisory services through the Housing Assistance for Home 
Improvement project (505-0003). This grant complemented a $2 million Housing 
Guaranty program (HG-01) authorized in FY 1982. Tne GOB has committed itself 
under this program to strengthen the institutional capacity of the Development 
Finance Corporation and the credit union system and to expand shelter 
construction. In FY 1984, a new $3 million HG will finance not only home 
improvements but also new prototype low-cost shelter solutions in Belize City 
and in other secondary towns. 

E. Other Activities 

With Program Development and Support funds (505-OOOO), two important studies 
were initiated in FY 1983: an environmental profile of Belize and a Belize 
and Caribbean Community Common Market (CARICOM) export development survey. In 
line with CBI objectives, A.I.D. also organized a seminar for Belizean 
businessmen to review possible joint ventures with selected U.S. businessmen. 
In FY 1984, A.I.D. will support a CaribbeanICentral American Action and 
Overseas Private Investment Corporation mission to Belize, and a second 
investment mission to Belize under the aegis of the International Center for 
Entrepreneurs, Inc. A.I.D. also assisted Belize to meet CBI 



certification in December 1983. Program Development and Support (505-0000) 
funds in FY 1984 will be used for project development, evaluations, special 
studies, and analyses of key issues related to development'in Belize. Grant 
funds also will be used for operational program grants in agriculture, health, 
and education (505-9999). 

Under the Selected Development Activities fund (505-0010). in FY 1983 A.I.D. 
initiated a joint A.I.D. and Peace Corps Small Project Assistance Program to 
fund development efforts in the broad areas of food, energy, competitive 
enterprise development and/or income-generating activities. In FY 1984, this 
project will continue to finance small, self-help, community-based development 
activities. 

Belize continues to receive assistance through regional programs managed by 
the Caribbean Regional Development Office in Barbados. Agriculture, human 
resources, and health have all received assistance under regional program 
auspices. 

F. Centrally Funded Programs 

Through an operational program grant, the Pan American Development Foundation 
(PADF) will continue to strengthen the National Development Foundation (NDF) 
of Belize as a means of assisting small-scale entrepreneurs. The project 
involves participation by the local private sector in delivering technical 
assistance and making credit available. PADF serves as a catalyst to 
stimulate private sector oversight and support of the NDF. 

FY 1984 Supplemental Request and Requested Year Program (FY 1985) 

To respond to recommendations of the National Bipartisan Commission on Central 
America, we are requesting $10 million and $3.9 million in ESF resources in 
FY 1984 and FY 1985, respectively. In FY 1985, A.I.D. will require $6 million 
in DA resources. The ESF program will be used to improve the balance-of- 
payments situation and contribute to structural improvements in the supply and 
distribution of energy. FY 1985 ESF and DA resources will focus on social 
development activities, including small business, health, and education. 

A. Economic Stabilization 

Balance-of-payments assistance will be used to continue the stabilization 
effort undertaken in FY 1983. We propose $10 million in FY 1984 supplemental 
ESF assistance and another $4 million of ESF in FY 1985 to increase Belize's 
international reserves. The foreign exchange assistance will support policy 
and structural adjustments and will include a plan to reduce the budget 
deficit through divestiture or restructuring of those public enterprises which 
have been a current account drain for the government. Local currencies 
generated by the ESF assistance will help the GOB weather the fiscal crisis 
which has caused it to cut total expenditures in the last two years and to 
resort to deficit financing. Local currencies also will support a study of a 
needed capital expansion of selected parastatals and, if appropriate, will 
initiate work on that expansion in early 1985. 



B. Economic Growth . 
1. Export Promotion ($2 million, FY 1985). We are requesting $100,000 under 
the Selected Development Activities account and $1.9 million under the 
Agriculture, Rural Development and Nutrition account for FY 1985 to continue 
the export promotion activities undertaken in earlier private sector and rural 
development projects and to broaden those activities in those areas to include 
adaptive research in alternative crops, cadastral modernization, industrial 
processing expansion, and export market investigation. 

2. Small Business Development ($500,000, FY 1985). Small loans for 
micro-enterprises through an operational program grant will be made from the 
Selected Development Activities account in accordance with suggestions of the 
Bipartisan Commission. The possibility of creating a small business bank will 
be examined. 

3. Public Administration Reform and the International Executive Service Corps 
($500.000. FY 1985). In resDonse to the Bivartisan Commission recommendations. 
we are requesting $500,000 in Selected Development Activities account to 
finance technical assistance and training activitites to improve public 
administration techniques in key government institutions and the internal 
management methods of small businesses. This will be coordinated with the 
International Executive Service Corps. 

C. Equity 

1. Health and Nutrition ($650,000, N 1985). A.I.D. resources will be used to 
begin work on the long-term goal of reducing malaria cases by 50% by 1990, to . 
improve nutritional status through improved primary health care services (oral 
rehydration, immunization, nutrition and family planning), and to improve 
access to water and sanitation. DA resources of $650,000 are proposed for 
FY 1985 to develop a malaria control project ($200,000) and an expanded 
primary health care program ($450,000). Technical assistance and training 
will improve the epidemiological and entomological data base to facilitate the 
design and implementation of household spraying and drug distribution 
activities for the malaria control program. Technical assistance and training 
will also be provided to introduce oral rehydration techniques and to expand 
immunizations within the context of the primary health-care services. Limited 
amounts of commodities (pesticides, vaccines, oral rehydration salts) will be 
provided for both programs. 

2. Education. ($1.7 million, FY 1985). A.I.D. plans to initiate work in the 
education sector with this request for FY 1985 DA funds in the amount of $1.7 
million, all of it from the Education and Human Resources account. A.I.D. 
will work towards developing a vocational training facility, initiating 
nonformal skills training programs especially oriented towards small 
enterprise development, and making selective improvements in the education 
system so that graduates are more adequately prepared to compete in the labor 
market. 



3. Scholarships. ($500,000, FY 1985). In accordance with recommendations of 
the Bipartisan Commission, DA funds totaling $500,000 under the Education and 
Human Resources account are requested to finance 15 short- and long-term 
scholarships in the United States. The scholarships will be provided under a 
joint A.1.D.IU.S.I.A. program and will be designed to meet critical 
development needs in the areas of science and technology, energy, environment, 
institution building and the private sector. 



SUMMARY OF A C T I V E  A X 0  P Z O P O S E O  P R O J E C T S  
( I N  T H O U S A N D S  O F  D O L L A R S )  

P P 3 J E C T  T I T L E  + L P R O J E C T  F Y  3 F  F Y  O F  T J T A L  - T H t O U G A  F Y 8 3 -  - E S T I M A T E D  F Y S 4 -  - P R O P O S E D  F V a 5 -  
I NLIYBER INITIAL FINPL P R O J E C T  C O S T  OBLIS EXPEVOI OBLIG EXPENOI OBLIG EXPENOI 
G O B L I G  O B L I G  A J T H O  P L A N N E D  A T I O N S  T U R E S  A T I O N S  T U R E S  A T I O N S  T U R E S  

A ~ R I C U L T U ~ E I  l U R A L  DEV. A Y D  N U T R I T I O N  

P R J G R A M  D E V E L O P N E N T  A N 9  5 5 3 5 - 0 0 0 0  8 3  C  --- --- 1 4 0  1 3 9  1 3 0  1 3 3  1 3 5  9  5  
S U P P O R T  

L I V E S T O C K  P R O D U C T 1 3 N  1, 5 3 5 - 3 2 0 6  3 3  5 4  2 ,050  1,353 3 0 0  --- 1 , 0 5 0  3 8 0  - - -  4 8 0  

L I U E S T O C K  P R O G L I C T I D Y  L  5 5 5 - 3 5 3 6  3 3  $ 4  l r 0 3 1  1 ,950  1 ,330  903 5 0 3  --- 5 3 0  --- 
R U t A L  A C C E S S  R O A D S  4 N D  ; 5 3 5 - 0 1 3 7  3 3  5 4  5 ,430  5 ,430  5,300 --- 4 0 3  3 ,901  --- 1 , 6 0 0  
3 R I D G E S  

4;. P R O D U Z T I O N  AND ; 5 1 5 - 0 1 5 5  3 4  8 6  --- 1,550  --- --- 5 5 5  5 0  4 1  1 7 5 0  
O I V E R S I F I C I T I O N ,  

H E Y  A C T I V I T I E S  G 5 3 5 - 9 9 9 6  9 4  3 5  --- 2 5 0  --- --- --- --- 2 5 3  1 0 3  

T O T A L  F O R  A C Z O U N T  
G R A N T S  
L O A N S  

PR3:RAM O E V E L O P U E N T  A N 3  : 5 1 5 - 0 3 1 0  3 3  C  --- --- --- --- 4 3  4  0 5 3  L O  
S U P P 3 R T  

N E d  A C T I V I T I E S  

P t I V A T E  A N 3  V O L  
J R Z A N I L A T I 1 N S  - O P Z ' S  

E J U C A T I O N  A N D  MUMAN R E S O U R C E S  

PO3;RAL D E V E L O P M E N T  A N D  G  5 3 5 - 0 3 0 0  8 3  C --- --- --- --- --- 5 3  5 0  --- 
S U P P O R T  



SUMMARY OF A C T I V E  AN0 PROPOSED PROJECTS 
( I N  THOUSANDS OF DOLLARS)  

P R I J E C T  T I T L E  L  PROJECT 
I NUl l8ER 
G 

YEY A C T I V I T I E S  G 5 0 5 - 9 9 9 8  

P I I Y A T E  AN2 VDL G 5 3 5 - 9 9 9 9  
o t i u x z a T I a N s  - O P G - s  

TOTAL FOR ACCOUNT 
GRANTS 
LOANS 

SELECTED JEVELOPMENT A C T I V I T I E S  

PR3GRAM DEVELOPMENT A N 0  G 5 0 5 - 0 0 0 0  
SUPPORT 

S P E Z I A L  DEVELOPMENT G 5 3 5 - 0 0 1 0  
& C T I V I T I E S  FUYD 

NEY A C T I V I T I E S  G 5 3 5 - 9 9 9 8  

P R I V A T E  A N 3  VOL G 5 3 5 - 9 9 9 9  
O P ~ L N I Z A T I O N S  - OPZ 'S  

E fOMOMIC  SUPPORT F J N O  

IOLJS IUG ASSISTANCE =OR d O l E  G 5 0 5 - 0 3 3 3  
IMPROVEMEN1  

C O J N I E R P A P I  FUND L 5 3 5 - 0 3 3 4  

C R E O I T  REDISCOUNT F J N D  L 5 3 5 - 0 3 0 5  

YEd A C T l V I T I E S  6 5 0 5 - 9 9 9 8  

TOTAL FOR ACCOUNT 
GRANTS 
LOANS 

F I  OF FY OF 
I N I T I A L  F I N L L  

O B L I G  O B L I G  

3 4  8 5  

8 3  C 

TOTAL  
PROJECT COST 

4 J T H O  PLANNED 

CP 3 s  

-THRJUGd FYS3-  - E S T I M A T E 0  F Y 8 4 -  -PROP)SEO FYSS-  
EXPEND1  3 8 L I G  EXPENOI  

A T I O Y S  fURES 
OBLIG EXPEYOI  o a L I G  

A T I O N S  TURES A T I O N S  



SUMqARV OF ACTIVE AN0 PROPOSED PROJECTS 
( I N  THOUSANDS OF DOLLARS) 

L P R O J E C T  FV OF F Y  OF T3TAL -THROUGB FV83-  -EST IUATEO F I B & -  -PROPOSED F I B S -  
I NUIBER I N I T I A L  F I N A L  PROJECT COST OBLIG EXPEHOI OBLIG EXPEND1 l B L I 5  EXPEND1 
5  OBLIG OBLIG AUTHO PLANNED ATIONS TURES ATIONS TURES ATIONS TURES 

TOTAL FOR COJNTRY 
GRLNTS 
LOANS 





F Y  8 5  CP ECONOMIC AND SOCIAL DATA 
COUNTRY1 1 5 1 5 1  COSTA R I C A  

----  

*BASIC DATA* 

TOTAL W W L A l I ( I Y  .. ITHOUSANDSIMIO 1 9 8 3 1  2.6211 

------- 
*FOREIGN TRADE* - - - -- --- 
M J O R  EXPORTS... 1 1 9 8 1 1  COFFEE ,BANANAS .BEEF & VEAL 

PER CAPITA GNP.......... 10OLLARS119811 1.430 EXPORTS TO U.S. 
I S  MILLIONS. U S *  FOB) 1 1 9 8 0 )  331 1 1 9 8 1 )  3 1 3  1 1 9 8 2 1  316 

A N W A L  PER C A P I T A  REAL GNP GROWTH RATE.. 1 1 9 7 0 - 8 1 )  2 - 4 1  AS 1 OF TOTAL EXPORTS 1 1 9 7 9 )  3 7 1  1 1 9 8 0 )  3 3 %  1 1 9 8 1 )  3 0 1  

ANMJAL RATE OF I N F L A T I O N  1 1 9 7 0 - 0 1 1  15.9% MAJOR IMPORTS. ... 1 1 9 8 1  1 MANUFACTURES ,MACHINERV .TRANSPORT EPPT 

NATIONAL I N C O l E  RECEIVED BY LOW 2 0 1  OF P O P U L A T I O N ~ ~ l l 9 7 1 1  3 IMPORTS FROM U.S. 

L I F E  E X P E C T I C Y  AT B I R T H *  I N  
I 1 9 8 2  
11970 I 

I S  MILL IONSv US. C I F I  1 1 9 8 0 )  5 0 4  1 1 9 8 1 1  603 1 1 9 8 2 1  333 
YEARS AS % OF TOTAL IMPORTS 1 1 9 7 9 )  3 4 %  1 1 9 8 0 1  3 7 1  1 1 9 8 1 1  37% 

TOTAL N . 0  MALE 69.0 FEMALE 73.0 
TOTAL 66.9 MALE 65.0 FEMALE 68.8 TRADE BALANCEIS M I L L I O N S 1  U.S.)119791 -3161801  - 3 7 3 1 8 1 1  -61 

TOTAL 8 8 %  MALE 119% FEMALE 88'1 TRADING PARTNERS: U N I T E 0  STATES .WEST GERMANY *JAPAN 

EXTERNAL PUBLIC DEBT AS % OF GNP 1 1 9 8 1 )  97.8% 

SERVICE PAYMENTS ON EXTERNAL PUBLIC DEBT. 
A N W A L  PER CAPITA AGRICULTURAL PRODUCTION GRDVTH RATE IS MILLIONSI u.5.1 .............................. 1 1 9 8 1 1  1 7 5  

11973-19821  -0.7% AS Z OF EXPORT EARNINGS (DEBT SERVICE MTIOI.... 1 1 9 8 1 1  17.0% 

AGRICULTLRAL PRODUCTION AS 1 OF GOP.......-.-...ll981~ 1 9 1  *SOCIAL DATA* - - - - --- - 
P O W L A T I W  D B l S I T Y  1 5 0  N I  O F  AGRICULTURAL LAND 11979 2 7 3  POPULATION GROWTH RATE.--11970) 2.8% 1 1 9 7 8 1  5.2% ( 1 9 8 3 )  2.6% 

POPULATION I N  URRAN AREAS......--...-119701 401 1 1 9 8 2 1  4 4 %  

MAJOR CROPIS) ARABLE LAND YEAR L I V E  BIRTHS PER 1.000 POPULATIW.....I 1 9 7 0 )  3 3  1 1 9 8 3 )  2 8  
SUBSISTENCE: CORN rBEANS-ORY *RICE 3 0 1  1 1 9 8 2 1  
CASH: BANANAS .COFFEE * R I C E  65% 1 1 9 8 2 1  MARRIED WOMEN AGED 1 5 - 4 4  VRS. USING CONTRACEPTION. 1 1 9 8 1 1  65.01 

MAJOR AGRICULTURAL EXPORTS1119821 COFFEE .BANANAS .BEEF AN0 VEAL POPULATION 1 1 9 8 0 )  I N  AGE GROUP: 

MAJOR AGRICULTLRAL IMPORTS1119821 WHEAT .CORN rOILCAYE 

........ PROPORTION OF LABOR FORCE I N  AGRICULTURE 1 1 9 8 0 l  

*CENTRAL GOVERMENT FINANCES* ---------- 
TOTAL REVENUES A M  GRANTS I S  MILLIONSI U.S.1 

1 1 9 7 8  1 671 1 7 9 )  7 3 7  1 8 0 1  
TOTAL EXPENOITLRES A M  NET LENDING I S  M I L L I O N S t  U.S.1 

I 1 9 7 8  1 8 4 7  1 7 9 )  I t010 I 8 0 1  
O E F I C I T I - I  OR SURPLUS I S  M I L L I O N S 1  U.S.1 

119781 -176 1 7 9 )  -273 1 8 0 1  
O E F E M E  E K P E M I T L R E S r  

AS 1 OF TOTAL EXPENDITURES.. 1 1 9 7 8  1 2 - 0 1  1 7 9 1  2.71 
AS 1 OF GNP................. 1 1 9 7 8 )  0.7% 1 7 9 1  0.7'1 

O F F I C I A L  INTERNATIONAL RESERVES. GROSS HOLDINGS END OF 
ISMILL IONS.  U.S.1 1 1 9 7 8 )  2 0 9  1791 1 5 5  
EQUIVALENT TO 1.7 MONWS OF IMPORTS 1 1 9 8 0  1 

INFANT DEATHS I N  F I R S T  YR OF L I F E  PER 1 0 0 0  L I V E  BIRTHS 1 1 9 8 3 1  
2 9 %  

PEOPLE PER PHYSICIAN.....-.---.....- 1 1 9 7 7 )  1.390 

MAJOR CAUSES OF 
OISEASE I 1 9 8 0 1  INFLUENZA .GONORRHEA .MUMPS 

8 6 0  DEATH.. 1 1 9 7 9 1  HEART DISEASE ~ I L L - O E F I N E O  CAUS rALCIOENTS 

1.218 PER CAPITA CALORIE SUPPLY AS A '1 OF REWIREMENTS.. 1 1 9 7 7 )  

-357 POWLATION WITH REASONABLE ACCESS TO SAFE WATER S U P P L Y l 1 9 7 6 1  

1 8 0 )  2.59 TOTAL SCliQOL ENROLLMENT AS 2 OF POPULATION I N  AGE GROUP1 
1 8 0 1  0.7% PRIMARY......... 1 1 9 8 0 )  TOTAL 1071 MALE 1 0 8 %  F M A L E  

SECDNOARV....... 1 1 9 8 0 )  TOTAL 48.0% MALE 45.01 FEMALE 
PERIOD. POST SECONOARY.. 1 1 9 7 1 1  TOTAL 9.32 MALE 10.4% FEUALE 
.a,,, .".., -77  

ENERGY PRODUCTION AS % OF CONSUMPTION.............I1981~ 
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U.S. OVERSEAS LOANS AND GRANTS - OBLIGATIONS AND LOAN AUTHORIZATIONS 
U S .  Fiscal Yem - M i l l i m  or D o l ~ n l  

- 

COUNTRY COSTA RlCA 
-- 

FOREIGN ASSISTANCE ACT PERIOD 
TOTAL REPAY LE6! 

REPAY. LOANS AN0 MENTSAND 
PROGRAM GRANTS INTEREST 

1979 ~ m n  leal 1012 
3 ~ 2  1 ~ ~ 1 2  ,- lW8 

- - - 2.0 2.9 r YAPGWD 2.9 . . . . . . . . . . . . . . . . . . . . . . . . .  - - - - 
b. Cndil FinmGnq- FYS 

- 5.0 5.1 0.1- . . . . . . . . . . . . . . . .  - - - 3.1 1.0 r. Ymliflw lyilUnmSwik,FunW IYASrl G r m ~  . . 1.3 - - - - 0.1 - 
1. Trmrhn born E x n .  Slorll 0.1 . . . . . . . . . . . . . . .  - - - - 0.1 - 

Om.rGnn tl 0.1 I. . . . . . . . . . . . . . . . . . . . . . . . .  

Ill. TOTAL ECOMOUIC AM0 YILITARI &5ISTAMCE . . 5.1 17.9 16.3 15.3 5 3  48O.C 50.1 129.9 
L M '  . . . . . . . . . . . . . . . . . . . . . . . . . . .  15.1 12.3 10.0 42.7 334.1 50.1 284.9 
G ~ n n  . . . . . . . . . . . . . . . . . . . . . . . . .  2.8 4.3 5.3 11.1 115.9 - 145.9 

ECOWOMICPROORLII)O~AI~ o m o n  
IM~flmm 0 1 D o l W  

A 41 ISTANCE FROM INTERNATIONAL AQENUES - COYI I  

United States 6.0 44.0 65.0 
G e m y  Fed. Rep. 16.2 9.2 53.7 
Japan 4.7 1.4 38.1 
Netherlands 1.4 1.2 7.6 
United King- 1.2 0.9 5.7 
Other 1.5 3.2 8.3 
mtal 31.0 59.9 178.4 



COSTA R I C A  
- 

Fiscal 
Year Total 

Loans 4,800 

Total 1 180.000 

I '::: 1 population 
Development Planning 

PROGRAM SUMMl 
/In thousands of do, 

Nutrition I 
Health 

5,700 
288 

5.988 

4,300 
150 

1,400 
5,850 

-- 
2,200 

2.200 

IY 
rd 
iducation 
nd Humar 
Resources 
Develop- 
ment 

-- 
600 

600 

-- 
625 

1,238 
!,863 

-- 
7,710 

7.710 

Selected Other 

evelopment Programs 
Activities 

FY 1 9 8 5  
PROGRAM HIGHLIGHTS 

$ 1 6 0  m i l l i o n  E c o n o m i c  S u p p o r t  Fund (ESF)  p r o g r a m  t o  h e l p  
s t a b i l i z e  t h e  economy a n d  i n i t i a t e  a  p e r i o d  o f  e c o n o m i c  
r e c o v e r y .  

A $ 2 8  m i l l i o n  P.L.  4 8 0  T i t l e  I p r o g r a m  t o  f i n a n c e  e s s e n t i a l  
f o o d  i m p o r t s  a n d  t o  g e n e r a t e  l o c a l  c u r r e n c y  t o  c o n t i n u e  s u p -  
p o r t  o f  G O C R  r e f o r m s  i n  t h e  a g r i c u l t u r a l  s e c t o r .  

$ 1 0 . 8  m i l l i o n  t o  s u p p o r t  a  p r i v a t e  s e c t o r  t r a d i n g  company t o  
s t i m u l a t e  t h e  p r o d u c t i o n  a n d  p r o c e s s i n g  o f  n o n t r a d i t i o n a l  
a g r i c u l t u r a l  e x p o r t  p r o d u c t s ,  a n d  t o  s u p p o r t  t h e  a c t i v i t i e s  o f  
a  new p r i v a t e  i n v e s t m e n t  company .  

L o c a l  c u r r e n c i e s  g e n e r a t e d  f r o m  t h e  P .L .  4 8 0  p r o g r a m  a n d  
p l e d g e d  i n  t h e  ESF a s s i s t a n c e  a g r e e m e n t  t o  h e l p  g e n e r a t e  em- 
p l o y m e n t ,  f a r m i n g  a n d  s m a l l  r u r a l  e n t e r p r i s e s  a n d  t o  s u p p o r t  
h o u s i n g  a n d  o t h e r  s o c i a l  d e v e l o p m e n t  p r o g r a m s .  



C o s t a  Rica 
- -- 

I RESOURCE FLOWS I 
(In thousands of  dollars/ 

P.L. 480" 
Title I 27,500 27,000 28,000 
(of which Title Ill is1 I ( -- 1 1 ( -- ) 

~y 1984 

Aid ' 
Loans 19,981 
Grants 38,167 

~y 1985 

198,010 25,943 
76,039 1 1:+.::9 274.049 1 . 2  

'AID levels represent actual and estimated expenditures. 
480 levels represent actual and estimated value o f  shipments. -- .- I 

(Actual) (Estimated) (Proposed) -1 

Title II --- 
Total P.L. 480 

Total AID and P.L. 480 

PERSONNEL/PARTICIPANTS DATA 

184 
27.684 
85.832 

aU. S. nationals on duty at  the end o f  the fkcal year. 
b~~ 1984 and 1985 position levels 

C~articipating agency technicians 
d~ ro~ rammed  during rhe fiscal year. 

-- 

~y 7985 
(Proposed) 

24 
4 
12 
40 

- -- 

Category 

AID Personnel a 

D~rect Hlre 
P A S A ~  
Contract 

Total 
Partmpants d 

Noncontract 

Contract 

P.L. 480 

-- 

(000 MT/$OOO) 

Title I 
Wheat 
Rice 
Feedgrains 

-- 

Voluntary Agencies 
World Food Programs 
Gov't-t&ov't 

Title II Total 

- 

27.000 I 28.000 
301.049 215.832 

FY I- 
(Actual) 

15 
-- 
9 
24 

68 -- 

*Supplemental Request : ($1 mil. Wheat;  $6 mil. Feedgrains) 

~y 1984 
(Ertmated) 

2 2 
4 
10 
3 6 

- - 145 
-- 

137 
-- 

-- " - 



COSTA RICA 

Overview and Strategy 

A. Introduction and Objectives 

Costa Rica's economy, long a stellar performer among the countries of Latin 
America and the Caribbean, is now among the region's most troubled. The rapid 
accumulation of external debt in the 1970s, when undue optimism was generated 
by favorable prices for traditional agricultural exports, at first permitted 
the country to continue its strong growth-with-equity performance; but by the 
early 1980s the risks of heavy external debt accumulation became painfully 
evident as the international economic environment deteriorated sharply. In 
July 1981, the Government of Costa Rica (GOCR) suspended principal and 
interest payments on an external debt whose servicing requirements it could no 
longer meet. Cut off from new external financing and faced with falling 
prices for its main exports, Costa Rica was forced to undergo a sharp economic 
contraction. 

As a stronghold of democracy in a region that has seen little of this form of 
government, Costa Rica is of great importance to U.S. efforts to see 
established, throughout a geographic region close to our borders, free, 
stable, democratic nations with whom we can enjoy good relations. Costa 
Rica's model of strong political democracy and broad-based economic growth 
cannot be allowed to crumble. Thus far, the country's democratic traditions 
have held up well in the face of a sharp deterioration in living standards. L 

But unless Costa Rica receives considerably greater economic assistance for 
perhaps another decade, a further significant decline in living standards will 
occur whether or not Costa Rica defaults on its massive external debt. The 
social and political risks of such an outcome are unacceptable. 

The major objectives of U.S. assistance to Costa Rica, therefore, are to 
consolidate the process of economic stabilization; to restore rapid and 
sustained economic growth without an unmanageable increase in external debt; 
and to preserve Costa Rica as a model of democratic, broad-based development 
for the region. 

B. Development Performance and Problems 

During the quarter century ending in the mid-19708, Costa Rica appeared to be 
a model developing country, with a growth of real gross domestic product (GDP) 
averaging over 6% per year, an expansion of social security and worker 
benefits, and a widening distribution of social and physical infrastructure 
throughout the country. The results were dramatic: adult literacy reached 
90%; infant mortality declined sharply to under 20 per thousand; the 
population growth rate declined from 3.7% to 2.6%; and open unemployment and 
underemployment were held to less than 6% of the labor force. 



Beginning in 1979, however, the GDP growth rate began to fall below the 
long-term trend, and in the last three years it has been sharply 
negative-minus 4.6% in 1981, minus 8.8% in 1982, and an estimated minus 3.0% 
in 1983. Per capita GDP has declined for four consecutive years, by a 
cumulative total of about 23%. The decline in Costa Rica's GDP has been 
accompanied by a significant increase in unemployment and underemployment, 
officially reported to be 9.4% and 14.42, respectively, in July 1982 but 
actually probably higher. 

Costa Rica's economic difficulties are due in part to cyclical problems 
resulting from the severe worldwide recession in 1980-1982 that drove down the 
prices of traditional commodity exports and limited demand by other Central 
American Common Market (CACM) countries and developed countries for Costa 
Rica's manufactured exports. Another short-run problem has been the sharp 
rise in interest payments on the external debt to commercial lenders, 
contracted largely at variable (LIBOR-plus) interest rates, which rose more 
sharply in the early 1980s than most observers had predicted. 

Costa Rica's present development problems, unfortunately, are more than just 
cyclical. They are due also to structural factors, including the excessive 
growth of, and economic distortions in, the public sector. Some public 
agencies, such as the state petroleum company and the electric power company, 
were heavily subsidized in an effort to keep down prices of goods and services 
to consumers. Public sector employment rose from 15% of total employment in 
1973 to 20% in 1981. Beginning in the late 19708, public sector expansion 
could be financed only through substantial external borrowing, mainly at 
commercial rates. By July 1981, Costa Rica could no longer service this debt 
and had to suspend both principal and interest payments. Sustaining or 
increasing real public expenditure levels also required excessive domestic 
monetary expansion. This led to an inflation rate that reached 90% in 1982. 

Structural problems were also inherent in the import substitution 
industrialization strategy followed after 1960. High levels of effective 
industrial protection, an overvalued exchange rate, subsidized interest rates, 
and other incentives to capital investment resulted in an industrial sector 
with considerable excess capacity, dependent on imported inputs, and relying 
heavily on the growth of domestic and regional (CACM) markets. The import 
substitution industrialization incentives also discouraged exporting to 
extraregional markets. 

Although the previous government had negotiated an Extended Fund Facility 
arrangement with the International Monetary Fund (IMF) in June 1981 to achieve 
economic stabilization, implementation of essential measures was not 
undertaken and drawings were halted in August 1981. By the time the present 
administration took office in May 1982, all elements in the country were 
sufficiently alarmed to make possible the imposition of the necessary 
discipline of a new stabilization program, which was formalized in a standby 
agreement with the IMF in December 1982. This program sought to sharply 



reduce the budget deficit, achieve exchange rate stability, resume payments on .. 
external debt, and restore balance-of-payments equilibrium. The fiscal 
deficit, which had reached 14% of GDP in 1981, was reduced to 9% in 1982 and 
5% in 1983, and good progress was made in the other areas of stabilization 
policy. 

C. Strategy and Policy Agenda 

Our strategy in Costa Rica is to assist the government in consolidating its 
stabilization program, implementing the policy reforms needed to achieve rapid 
and sustained economic recovery, preserving the country's commendable 
attainments in meeting equity objectives, and forestalling challenges to Costa 
Rica's long-established democratic traditions. Given Costa Rica's exemplary 
record of equitable development within a democratic framework, our direct 
technical and financial assistance in support of equity and democratization 
will be modest. Our strategy instead will be to preserve what has already 
been achieved by supporting economic stabilization and recovery. 

1. Stabilization. The major long-term economic problem facing Costa Rica is 
the servicing of its external debt. The public external debt at the end of 
1983 was approximately $3.4 billion, and private debt was between $0.5 and 
$1.0 billion, bringing the total to between $3.9 and $4.4 billion. Debt 
service requirements for 1984-1986 equal 78% of projected exports. Shifting 
the mix of this debt and extending the average maturity will be necessary if 
the problem of repayment is to become manageable. 

In examining prospective balance-of-payments gaps, which will determine the L 

level of U.S. assistance, we have assumed that there will be a continuous 
process of rescheduling commercial bank debt--which the National Bipartisan 
Commission on Central America urges be done at the lowest possible interest 
rates--even if this results in some increase in the size of the overall debt 
during the 1989-1993 period. On this basis, the required level of Economic 
Support Fund (ESF) and P.L. 480 Title I flows is approximately $150 million in 
FY 1984 and approaches $200 million each year in the 1985-1988 period. This 
level of assistance is consistent with the recommendations of the Commission 
report. Without such assistance, Costa Rica would be faced with the 
alternatives of defaulting on its external debt, which would lead to deeper 
economic depression and consequent social turmoil, or utilizing a 
disproportionate share of its export earnings to service the debt, with the 
same end result. 

Our macroeconomic policy dialogue will emphasize an improvement in Costa 
Rica's public sector finances. We will encourage the GOCR to adopt a program 
of fiscal austerity and tax and tariff reform, including public sector wage 
restraints, self-sustaining operational costs for public sector enterprises, 
positive public sector savings, a cap on the overall public sector deficit, 
and a restructuring of taxes and tariffs to remove their anti-export bias. In 
addition, improvements will be sought in the efficiency of tax collections and 



in financial management. Technical assistance will be provided as needed. It 
is assumed that the IMF will deal with many of these measures in its 
negotiations for standby or extended fund facility agreements, and that our 
assistance will support IMF conditionality. 

2. Growth in the Productive Sectors. Existing agricultural and manufacturing 
activities require increases in efficiency and productivity. In addition, 
there is a need to diversify production toward those products in which Costa 
Rica has a competitive advantage and away from traditional products--such as 
coffee, bananas, and sugar--for which price prospects are not bright, and from 
products which have been protected. As the Bipartisan Commission points out, 
this requires policy reforms to encourage private enterprise and individual 
initiative. The chief problems which must be addressed in order to turn the 
productive sector around include the following: government policies biased 
against export production and administrative practices which contribute to 
inefficient management in agricultural and industrial activities; inadequate 
financing due to credit squeeze, inefficient financial intermediation and 
insufficient foreign investment; insufficient technical know-how to improve 
and diversify agricultural and industrial production in an efficient and 
competitive manner; lack of linkages to new markets; and lack of trained 
manpower able to work with new methods and types of production. 

During the next five years (1984-19881, the important economic and social 
goals which we believe are achievable are an annual GDP growth rate rising 
gradually from zero in 1984 to 5% in 1988 and sustained at or above that rate 
thereafter, and an inflation rate limited to 12% per annum or about twice the 
world inflation rate. These goals are heavily dependent upon (1) a real 
export growth rate of 10% per annum, based on past trends, with traditional 
exports likely to grow by 4.5% and nontraditional exports by 17% to 
extraregional markets and by 13% within the CACM; and (2) an overall public 
sector deficit limited to 4% of GDP in 1984 and declining to 2% in 1989, 
together with current account savings by the central government of at least 
10% of revenues. 

3. Broadening the Benefits of Growth. With unemployment and underemployment 
likely to remain serious problems well into the 1990s, special attention will 
be given to directing a portion of U.S. resources to the housing sector, as 
recommended by the Bipartisan Commission, to provide a near-term employment 
payoff and to improve living standards for low- and moderate-income groups. 
Even with this assistance, however, total employment may not rise until 1985, 
and the unemployment and underemployment rates may not start to decline until 
1987. 

Since Costa Rica has a broad network of social infrastructure now in place, no 
additional such investment is justified at present. The main task is to 
maintain social services without strong cutbacks and yet without recourse to 
inflationary finance. 



A.I.D. Program (FY 1983 and FY 1984) 

The program stresses emergency economic assistance to help Costa Rica reduce 
the balance-of-payments deficit, stem the growth of the public sector, 
minimize the social effects of negative economic growth, and establish a new 
productive base for increased employment and sustained economic growth. The 
currently planned FY 1984 level of $15.0 million in Development Assistance 
(DA) and $70 million in ESF is substantially below the level provided in 
FY 1983 and will have to be supplemented with additional resources to address 
the difficult situation facing Costa Rica and to meet the A.I.D. objectives. 

A. Economic Support Funds 

In FY 1983, $157 million was provided from the ESF account, including $75 
million from the Caribbean Basin Initiative supplemental appropriations and 
$32 million from the FY 1983 supplemental appropriation. In FY 1984, a $70 
million ESF program will provide balance-of-payments support. The GOCR will 
pledge to make available an equivalent amount to finance the importation of 
U.S. machinery, raw materials, and spare parts required to help restore 
production and employment. The GOCR also will contribute an equivalent amount 
in local currency to fund expanded credit to private enterprises and to 
support industrial, agroindustrial, agricultural, and other employment- 
generating activities. 

B. Agriculture, Rural Development, and Nutrition 
L 

The Northern Zone Infrastructure Development project (515-0191), initiated in 
FY 1983, will finance rural community infrastructure, small farmer research, 
extension and marketing, land titling, and production credit. This project, 
which builds upon the progress being made in the Agrarian Settlement and 
Productivity project (515-0148), will bring new areas into production and will 
improve the productivity of existing agricultural investments in Costa Rica's 
northern region. With centrally financed support, Agricultural Cooperative 
Development International provides technical assistance and training to 
develop the Costa Rica Cooperative Bank into a full consumer-owned cooperative 
bank. In FY 1984, Program Development and Support (515-0000) funds will be 
used to design a major private sector agricultural production and processing 
program. The project will build upon the infrastructure put into place by the 
Northern Zone I project. Additionally, $2.0 million will be provided for the 
Investment Finance Facility project designed to finance capital investment in 
new export ventures. 

C. Population Planning 

Continued funding is planned for the Family Planning Self-Reliance project 
(515-01681, which was initiated in PY 1983 to support private and public 
sector efforts to expand coverage among fertile-age women. 



D. Health 

In FY 1983, $5.95 million was provided for the Health Supplies Management 
project (515-0203) to streamline the drug and medical supplies purchasing 
system and to supply foreign exchange for imported medicines and medical 
commodities for the Social Security health and hospital facilities. In 
FY 1984, an additional $4.3 million is planned for this project. The project 
is tied to the ongoing dialogue to increase the efficiency of health sector 
delivery systems. 

FY 1984 Supplemental Request and Requested Year Program (FY 1985) 

This program builds on the current efforts to consolidate the process of 
economic stabilization. A.I.D. also proposes to expand efforts to improve the 
efficiency with which the GOCR manages its social programs so that it can 
maintain past levels of services with the diminished resources available. In 
FY 1984, A.I.D. requests an additional $60 million in ESF, $8 million in DA 
and $7 million in P.L. 480 Title I. In FY 1985, A.I.D. requests a total of 
$160 million in ESF, $20 million in DA and $28 million in P.L. 480 Title I. 
These levels are necessary to help provide the balance-of-payments support 
required to maintain current levels of economic activity and to lay the 
groundwork for initiating new economic growth. 

A. Economic Stabilization 

The GOCR'S stabilization program will be supported with both ESF and P.L. 480 
resources. In FY 1984, an additional $60 million of ESF is requested for the 
Economic Stabilization and Recovery I1 project (515-0192), bringing the ESF 
total this fiscal year to $130 million. An additional $7 million in P.L. 480 
Title I is also requested, bringing the FY 1984 total to $27 million. In 
FY 1985, $160 million of ESF assistance is requested for the Economic 
Stabilization and Recovery 111 project to continue balance-of-payments support 
for the stabilization program. The GOCR will pledge to make available an 
equivalent amount of U.S. dollars to finance the importation of commodities 
from the United States required to generate industrial, agroindustrial, and 
agricultural production and employment. Also in FY 1985, a P.L. 480, Title I 
program of $28 million is requested to finance essential food imports. 

Local currency generations from the P.L. 480, Title I program will be used to 
continue support of GOCR reforms in the agricultural sector. Emphasis will be 
placed on facilitating a strong shift toward the private sector in order to 
promote a more open economy. Local currency generations from the ESF program 
will be used to provide counterpart for development projects undertaken with 
A.I.D., World Bank and Inter-American Development Bank assistance; to support 
other high priority items in the GOCR budget; and to provide additional credit 
to the private sector. 



B. Economic Growth 

Following the Bipartisan Commission recommendations, A.I.D. will continue to 
support private sector export promotion activities. Costa Rica has an 
adequate infrastructure base upon which to expand its productive capacity, and 
it serves as a model for equitable distribution of the benefits of growth. 
Our program will concentrate on creating a strong financial and institutional 
base for the expansion of nontraditional export activities and new employment 
opportunities in agriculture and industry. 

In support of economic growth objectives, A.I.D. requests $3.355 million in 
FY 1985 under the Agriculture, Rural Development and Nutrition account. Of 
this amount $3.0 million will support the development of a private sector 
trading company to stimulate the production and processing of nontraditional 
agricultural export products by small-scale farmers and rural entrepreneurs. 

Under the Selected Development Activities account, an additional $3.0 million 
in FY 1984 and $5.4 million in FY 1985 is requested in support of growth 
objectives. The FY 1984 funding and part of the PI 1985 amount will help 
create a new private investment company. This project will put special 
emphasis on export-oriented industrial activities, nontraditional 
agroindustrial products for export markets, and investments with significant 
employment-generating potential. The private investment company will function 
as a major link between the Costa Rican business community and U.S. companies 
seeking to expand and manufacture overseas under the auspices of the CBI. . 
A Trade Credit Insurance Program will be initiated in Costa Rica in FY 1985. 
This program will be designed to induce private U.S. banks to increase their 
lending for short-term credit to the private sector in Costa Rica in order to 
increase production significantly. For FY 1985, $75 million in guaranty 
authority is requested. 

C. Broadening the Benefits of Growth 

Costa Rica's achievements in providing social services have been impressive. 
However, the economic crisis in Costa Rica severely limits the ability of the 
government to maintain the level of services achieved to date. Meeting the 
economic growth targets of the program will be the most effective response to 
this problem. However, A.I.D. also is requesting limited amounts of funding 
directly to assist Costa Rica to meet its commitment to social programs. 

Under the Population Planning account, an additional $362,000 is requested in 
FY 1984 and $1.035 million in FY 1985 to continue private- and public-sector 
family planning activities. 

A.I.D. is requesting additional FY 1984 funding of $1.4 million and FY 1985 
funding of $2.2 million under the Health account to continue activities in 
financial planning, management, procurement and logistics. Research will be 



provided to carry out studies in the health sector to develop cost-containment 
programs. m e  goal is to help prevent a decline in the health status of the 
Costa Rican people by assisting the government to maintain its present level 
of services in the face of continued budget constraint. 

An additional $2.238 million in FY 1984 and $7.710 million in FY 1985 is 
requested under the Education and Human Resources account for scholarship 
programs and for university and technical education. Part of these resources 
will support long- and short-term scholarships for training in the United 
States. U.S.I.A. will manage academic exchanges of students with leadership 
potential in educational, cultural and civic affairs, and A.I.D. will manage 
training programs in critical development fields. Resources are also needed 
to support our ongoing programs to improve the capacity of the educational 
system to supply management and technical skills to the private sector. 
Funding will be provided for educational reform, upgrading technical and 
university education and translation of materials. FY 1985 funding is also 
requested to continue the Policy Planning and Administrative Reform project 
(515-0190). 

In FY 1984, under the Selected Development Activities (SDA) account, $1 
million is requested for a Cooperative Banking Service and Credit project 
through existing cooperative banks, which in turn will lend to member 
cooperatives. Approximately 200,000 farmer-members will ultimately benefit 
from this project. 

A new Housing Guaranty program will be initiated to support the Costa Rican 
Institute for Water Supply and Sewerage. Under the SDA account, technical - 
assistance totaling $300,000 is requested in FY 1985 to implement this program. 

D. Democratic Institutions and Human Rights 

Costa Rica has a long, exemplary record of participatory democracy and defense 
of human rights. Nevertheless, the country will be able to take advantage of 
regional programs, enabling it to strengthen further the institutions that 
have made this possible. It will also benefit from the USIA scholarship 
program. 



SUMHARY 5 F  A C T I V E  4 '40  P R O P O S E D  PROJECTS 
( I N  T H O U S P N O S  O F  D O L L A R S )  

F Y  O F  
F I N A L  
O B L I G  

T I T A L  
P R O J E C T  C O S T  

P U T H D  P L A N N E J  

P R I J E C T  T I T L E  L P R O J E C T  F Y  O F  
I N U U S E R  I N I T I A L  
? " O B L f G  

- T H R O U G H  F Y 3 3 -  - E S T I H 4 T E D  F Y 8 4 -  
O B L I G  E X P E N O I  O R L I G  E X P E N D 1  

A T I O N S  T U ? E S  4 T I O N S  T U R E S  

- P R O P O S E D  F Y 8 5 -  
O 3 L I G  E X P E N O I  
P T I O N S  TUR'S 

A i R I C U L T U P E ,  R U R A L  DEV.  A V O  N U T R I T I O N  

PROGRAM D E V E L O P M E N T  A N 0  G 5 1 5 - 0 3 0 0  5  2 
S U P P O R T  

C O M M O D I T Y  S V S T E U S  L 5 1 5 - 0 1 3 4  77 

N A T U R A L  R E S O U R C E S  
C O Y S E R V A T I D Y  

A G R A R I A N  S E T T L E M E N T  A N 3  i 5 1 5 - 0 1 4 5  3 0  
P R I D U C T I V I T Y  

A G R A R I A N  S E T T L E n E N . 1  AND L  5 1 5 - 0 1 4 3  8 0  
P R J O U C T I V I T V  

P R I V A T E  S E C T O R  E X P J R T  C R E D I T  L 5 1 5 - 5 1 8 7  3 2  

N O R T H E R N  2 5 N E  D E V E L O P M E N T  G  5 1 5 - 3 1 1 1  5 3  

N O R T H E R N  L 3 N E  D E V E L O P M E N T  L 5 1 5 - 0 1 9 1  3 3  

I N Y E S T U E N T  F I N A N C I N Z  
F A C I L I T Y  

!lEU A C T I V I T I E S  G  5 1  5 - 9 9 9 8  3 6 

P R I V A T E  A N D  V O L  
O a 2 A N I Z A T I l N S  - O P G ' S  

T O T A L  F O R  A C C D U N I  
G R A N T S  
L O A N S  

P J P U L A T I O Y  P L A N N I N S  

P B 3 G R A M  D E V E L O P M E N T  A N D  i 5 1 5 - 0 3 0 3  5  2 
S U P P O R T  

F A R I L I  P L A N N I N G  
S t - F - a E L I A N C E  

H E 3  A C T I V I T I E S  



SUMMARY 3 F  A C T I V E  AND PROPOSED PROJECTS 
( I N  THOUSANOS OF DOLLARS)  

PRIGRAM: COSTA R I C A  

P R O J E C T  T I T L E  + L P R O J E C T  FY  oC = Y  OF T B T L L  -1HSOUGH F Y 3 3 -  - E S l I M A T E O  F Y S 4 -  
I NU'4aER I N I T I A L  F I N L L  PROJECT COST O ~ L I ~  EXPENDI  O ~ L I G  EXPENDI 
G D 8 L I G  O B L I G  AUTHO PLANNED A T I O N S  T U Z I S  A T I O N S  TURES 

PPJGRAM DEVELOPMENT AND 6 5 1 5 - 0 0 0 0  5 2  C --- --- 1 0  2  7  1 5 0  1 5 0  
SUPPORT 

H E A L T H  S U P P L I E S  MANAGEMERT G 5 1 5 - 0 2 0 3  3 3  8 1  2 5 0  2 5 0  2  5 0  --- --a 7 0  

H E A L T H  S U P P L I E S  MANAGEMENT L  5 1 5 - 0 2 0 3  8 3  3 1  1 0 1 0 0 0  10 ,000 5,703 --- 1,303 6 , 0 0 3  

N E d  A C T I V I T I E S  G 5 1 5 - 9 9 9 3  3 4  8 5  --- 3,550 --- --- 1,103 5 6 0  

T O T A L  FOR ACCOUNT 
GRANTS 
L O A N S  

E J U C A T I O N  AND HUMAN RESOUZCES 

S C I E N C E  A N 3  T E C H N O L D G I  L 5 1 5 - 0 1 3 8  79 7 9  2 ~ 0 0 0  2,300 2,003 --- --- 3 0 0  

P J L I C T ,  PLANNING, .AND A O M I N  G 5 1 5 - 0 1 9 0  8 3  3 5  5 0 0  2,300 5 0 0  --- 5 0 3  3 0 0  
k i i i 0 R M  

N'U A C T I V I T I E S  G 5 1 5 - 9 9 9 8  94 8 5  --- 8,558 --- --- 2,235 8 9 5  

TOTAL FOR ACCOUNT 2,530 1 2 1 6 5 8  2,855 3 2 3  2,813 2,079 
GRANTS 5 0 0  10,658 8 5 5  3 2 3  2,863 1,279 
LOANS 21000 2,300 2,300 --- --- 8 5 0  

S E L E C T E D  JEVELOPMEYT l C T I V I T I E S  

PR3GRAM DEVELOPMENT AND G 5 1 5 - 0 0 0 0  5 2  C --- --- 1,073 1,323 3 5 9  2 7 5  
SUPPORT 

U R B A N  E M P L I I M E N T  AND L  5 1 5 - 0 1 3 0  7 8  7 8  51500 5,500 5,530 5,523 --- 1 7 7  
COHMUNITY IMPROVRNT 



SUIMPRY 3F ACTIVE I N 0  PROPOSED PROJECTS 
( I N  TUOUSANOS OF OOLLARS) 

PROGRAM: COSTA RICA 

PROJECT T I T L E  L PROJECT 
f NUHBER 
G 

FY OF 
I N I T I A L  

O8LIG 

FY OF 
F I N A L  
OBLIG 

C 

TOTAL 
PROJECT COST 

AUTh5 PLlNNED 

-THROUGH FY53- -ESTIH4TED FYS4- -PROPOSED FYS5- 
O a L I G  EXPENOI OBLIG EXPEN31 O 8 L I G  EXPEYDI 

ATIONS TURES ATIONS TUSES ATI3NS TURES 

SPECIAL DEVELOPMENT G 5 1 5 - 0 1 3 3  
A C I I V I T Y  FUND 

SCIENCE AND TECHNOLJGI L 515-0138  

NATURAL RESOURCES L 515-0145  
CONSERVATION 

ENERGT POLICY OEVELOPlENT G 515-0175  

PRIVATE SE3TOR PRODUCTIVITY L 515-0176  

PRIVATE SECTOR EXPORT CREDIT L 515-0187  

PRIVATE SECTOR LOU-ZOST G 515-0188  
SHELTER 

P O L I C l r  PLANNING, AN0 AOWIN G 515-0790  
YEFORM 

IYVESTHENT FINANCING 
F A C I L I T I  

HEY A C T I V I T I E S  G 5 1 5 - 9 9 9 8  3 4  8 5  --- 4,300 --- --- 4,000 1,600 3 0 0  1,720 

tCDNDMIC SUPPORT FUND 

COOP 8AYKIYG SERVICES AND G 5 1 5 - 0 1 7 8  9 3  8 3  5 0 0  500  5 0 0  --- --- 3 0 0  --- 2 0 0  
CREDXT 

ECONOMZC STABLIZATIDN AND G 5 1 5 - 0 1 6 6  3 3  8 3  37,755 37,735 37,735 30,735 --- 7,303 --- --- 
RECOVERT 11 

ECONOMIC S T A 8 L I Z I T I O N  AN0 L 515-0186  8 3  8 3  118,000 118,000 l l 8 r O O O  19,000 --- 108,003 --- --- 
RECOVERY I f  

ECONOMIC S l A n I L I Z A T I O N  AN0 L 5 1 5 - 0 1 9 2  8 4  8 4  --- 70,300 --- --- 70,005 70,000 --- --- 
PEtOVERT I11 

YE* A C T I V I T I E S  G 5 1 5 - 9 9 9 8  3 4  85 --- 220,000 --- --- 60,003 6 5 ~ 0 0 0  153,003 150,000 



PRJGPAW: COSTA S I C &  

P P 3 J E C T  T I T L E  

P R l Y L T E  4 N 3  VGL 
O R l A N I Z A T I O N S  - O P G ' S  

SUMHARY OF A C T I V E  AVO P R O P O S E D  P R O J E C T S  
( I N  THOUSANDS OF J O L L A R S )  

* L P R O J E C T  F Y  OF 
I NUYPER I N I T I A L  
G  O B L I G  

T O T A L  F O P  ACCOUNT 
G R b I I T S  
L O A N S  

T O T A L  FOR C O J N T R Y  
GRANTS 
L O A N S  

F Y  OF T 3 T A L  
F I Y A L  P R O J E C T  COST 
OBLIG A m n o  PLANNED 
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FY 8 5  CP ECONOMIC AND SOCIAL DATA 
cowmy: 1 5 1 9  I EL SALVADOR 

----- 
*BASIC DATA* 

TOTAL P O W L A T I M  .. ITHOUSANOSIMIO 1 9 8 3 1  4.685 

PER CAPITA GNP...... .... l D O L L A R S ~ 1 9 8 1 1  6 5 0  

A N W A L  PER CAPITA REAL GNP GROWTH RATE.. 11970-811  0.0% 

ANNJAL RATE LF I N F L A T I P r  1 1 9 7 0 - 8 1 1  10.5% 

N A T I M A L  I N C M E  RECEIVED BY LOW 2 0 %  OF POPULATION..( .I . % 

YEARS 
TOTAL 64.4 MALE 62.6 FEMALE 66.3 
TOTAL 57.5 MALE 56.0 FEMALE 29.1 

L I F E  EXPECTANCY AT BIRTH. I N  
1 1 9 8 2 1  
1 1 9 7 0 1  

ADULT L ITERALY RATE 1 1 9 7 5 )  

- --- 
*FOREIGN TRADE* 

MAJOR EXPORTS... 1 1 9 8 1 1  COFFEE ,COTTON ,SUGAR 

EXPORTS TO U.S. 
I S  MILLIONSI US* FOB1 1 1 9 8 0 1  4 4 2  1 1 9 8 1 )  2 0 6  1 1 9 8 2 )  1 9 2  
I S  1 OF TOTAL EXPORTS 1 1 9 8 0 1  4 1 1  1 1 9 8 1 1  2 6 1  1 1 9 8 2 )  2 7 %  

MAJOR IMPORTS....I1981I MACHINERY .PETROLELM *RAW MATERIALS 

IMPORTS FROM U.S. 
I S  M I L L ~ O N S I  US* C I F I  1 1 9 8 0 1  2 4 5  1 1 9 8 1 1  2 5 3  1 1 9 8 2 1  2 4 2  
AS Z OF TOTAL IMPORTS 1 1 9 8 0 1  2 5 %  1 1 9 8 1 1  2 6 1  1 1 9 8 2 1  2 7 1  

TRADE BALANCEIS MILLIONS, U . S . l l l 9 8 0 1  1 7 8 1 8 1 1  - 1 0 3 1 8 1 )  -107 

TOTAL 6 2 %  MALE 6 6 1  FEMALE 5 9 %  TRADING PARTNERS: W I T E O  STATES iGUATEMALA .YEST GERMANY 

EXTERNAL PUBLIC DEBT AS O OF GNP 1 1 9 8 1 1  19.0% 

SERVICE PAYMENTS ON EXTERNAL PUBLIC DEBT. 
ANNJAL PER CAPITA AGRICULTURAL PRODUCTION GROWTH RATE I S  MILL IONSr  U.S.).............................. 1 1 9 8 1 1  3 9  

11973-19821  -2.6% AS % OF EXPORT EARNINGS IOEBT SERVICE RATIOI.... 1 1 9 8 1 1  4.0% 

AGRICULTURAL PROUJCTION AS 1 OF GOP.............119811 26X *SOCIAL DAT1* - - -- - 
P O W L A T I L I I  D B Y S I N  / SQ M I  OF AGRICULTURAL LAND 1 1 9 7 9  8 6 5  POPULATION GROWTH RATE...l19701 2.91 1 1 9 7 8 1  2.7% 1 1 9 8 3 1  2-6% 

POPULATION I N  URBAN AREAS........... 1 9 7 0 1  3 9 %  1 1 9 8 2 1  4 2 %  

MAJOR CROPIS) 
SUBSISTENCE: CORN ,BEANS-DRY r 
CASH: CCFFEE SCOTTON .RAW SUGAR 

ARABLE LAND YEAR L I V E  BIRTHS PER 1.000 ~OPULATION.....l1970~ 4 0  1 1 9 8 3 1  41 
3 7 X  1 1 9 8 2 1  
3 2 1  1 1 9 8 2 1  MARRIED WOMEN AGED 1 5 - 4 4  YRS. USING CONTRACEPTION. 1 1 9 7 8 1  34.4X 

MAJOR AGRICULTLRAL EXPORTS:11982) COFFEE .COTTON ,RAW SUGAR POPULATION 1 1 9 8 0 1  I N  AGE GROUP: 

MAJOR AGRICULTURAL I M P O R T S : l 1 9 8 2 I  WHEAT .CORN 'VEGETABLE O I L S  

PROPORTION OF LASOR FORCE I N  AGRICULNRE ......a. 1 1 9 8 0 1  5 0 %  

tCEMTRAL GOVERWENT FINANCES* 

I O - l W R S l  45.6% 115-64YRSl 51.54 165+ YRSI 3.0% 

I N F I N T  DEATHS I N  F I R S T  YR OF L I F E  PER LOO0 L I V E  BIRTHS 1 1 9 8 3 1  71 

PEOPLE PER PHYSICIAN ............as.. 1 1 9 7 7 1  3.599 

MAJOR CAUSES OF 
DISEASE 1 1 9 7 9 1  MALARIA .FLU C PNEUMONIA 

I 1 9 8 0  1 4 0 7  1 8 1 1  4 2 7  I 8 2 1  4 3 7  DEATH.. 1 1 9 7 7 1  1CUTE RESP. I N F E  .ACCIDENTS .ENTERIC DISEASE 
TOTAL EXPENDITURES A m  NET LENDING IS n I L L I o N s ,  US.) 

I 1 9 8 0 1  6 2 7  1 8 1 1  6 4 5  I 8 2 1  6 8 0  PER CAPITA CALORIE SUPPLY AS A 8 OF REQUIREMENTS.. I 1 9 7 7 1  9 4 %  
D E F I C I T I - I  OR SURPLUS 0 MILLIONS. U.S-1 

I 1 9 8 0  1 - 2 2 1  1 8 1 1  -217 1 8 2 )  -243 POPULATION WITH REASONABLE ACCESS TO SAFE WATER SUPPLY119751 53% 
DEFENSE EXPENOITLMES- ............. 

AS % OF TOTAL EXPENDITURES.. 1 1 9 7 8 1  6.8% 1 7 9 1  9.31 1 8 0 1  8.6% TOTAL SCHOOL ENROLLMENT AS X OF POPULATION I N  AGE GROUP: 
AS % OF GNP................. 1 1 9 7 8 )  1-01 1 7 9 1  1.4% 1 8 0 1  1.61 PRIMARY......... 1 1 9 7 9 )  TOTAL 82.01 MALE 83.0% F B A L E  81.01 

SECONDARY....... 1 1 9 7 9 )  TOTAL 26.0% MALE 27.0% FEMALE 24.02 
O F F I C I A L  1NTERNATII)NAL RESERVESv GROSS HOLDINGS END OF PERIOOt POST SECONDARY.. I 1 9 7 5 1  TOTAL 6.5% MALE 8.5% FEMALE 4.4% 

I S M I L L I O N S 1  U.S.1 1 1 9 8 0 1  1 0 0  I 8 1 1  9 4  1 8 2 1  130 
EQUIVALENT TO 1.3 MONTHS OF IMPORTS 1 1 9 8 0 1  ENERGY PROWCTION AS % OF CONSUMPTION.-..........+I19811 17.1% 



:OUNTRY EL SALVADOR 

US. OVERSEAS LOANS AND GRANTS - OBLIGATIONS AND LOAN AUTHORIZATIONS 
/US Fmal Vesn - Mdlmrof Dollmsl 

--- 

PROGRAM 

ICO~OMICPOOGRU00FAlL OO#OW 
IM8llnnr 01Dolhl 

r MAPGm tl . . . . . . . . . . . . . . . . . . . . . . . . .  
b. Cndi! Finmrcn( . FMS . . . . . . . . . . . . . . . . . .  
r. Militar* hdUn<.Pnim-Funbd IYASFI Orlntl . . 
d. Tm&n t r m  E i r n  StolLI . . . . . . . . . . . . . . .  

Odl.rGmn- . . . . . . . . . . . . . . . . . . . . . . . .  

I. TOTAL ICONOYICANOMIIITIRI API ITAIC I  . . 
LO."' . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Gnn fl . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I 

FOREIGN ASSISTANCE ACT PERIOD 
TOTAL REPAY. 

'OTAL LEP 
REPAY- 

LOANS AND MENTS AN0 
MENTS 

GRANTS INTEREST 

1978 lrn 1081 
1 m 2  1 w m  

1 S78 lW 1-2 

A ASSISTANCE FRDM INTERNATIONAL AGENCIES - COllllTYElllS 

220.3 
197.9 

S W T E R A L  OFFICIAL DEW- 

C. -0 GRANTS EXTEND€- 



EL SALVADOR 

PROGRAM SUMMARY 
(In thousands of dollaml 

Agricultura 

Fixal Rural 

Nutrition 

! Total 198,785 1 35,529 

Total 290,000 28,000 

Population nd Huma 

Planning Develop- 
ment 

I I 

Selected omer 

)eveloDment Programs I 

PROGRAM HIGHLIGHTS 
- $210 m i l l i o n  i n  ESF, p r imar i ly  f o r  balance-of-payments suppor t  t o  a s s i s t  i n  

f inanc ing  p r i v a t e  s e c t o r  impor ta t ion  of raw m a t e r i a l s  and in t e rmed ia t e  goods 
from t h e  United S t a t e s .  Macroeconomic po l i cy  reforms,  p a r t i c u l a r l y  t o  
encourage product ion,  expor t s  and employment, w i l l  be  sought.  

- $17 m i l l i o n  f o r  programs t o  a r r e s t  i n s t i t u t i o n a l  d e t e r i o r a t i o n  i n  h e a l t h  and 
cont inue  support  f o r  fami ly  planning programs. 

- $10 m i l l i o n  i n  DA and $7 m i l l i o n  from P.L. 480 T i t l e  I1 t o  support  programs 
wi th  p r i v a t e  voluntary  o rgan iza t ions  and t o  expand and improve humanitar ian 
a s s i s t a n c e  e f f o r t s  which provide food, h e a l t h  s e r v i c e s ,  jobs ,  and r e s e t t l e -  
ment o p p o r t u n i t i e s  f o r  persons d isp laced  by t h e  c u r r e n t  c o n f l i c t .  

- $35 m i l l i o n  i n  DA t o  cont inue  suppor t  f o r  t h e  a g r a r i a n  reform and r e l a t e d  
a g r i c u l t u r a l  s e c t o r  programs. 



El Salvador 

I RESOURCE FLOWS 7 
t (In thousands of dollars1 

FY 1983 FY 1984 

Pm (Actual) (Estimatedl (Proporedl 

Loans 63,905 55,081 29,755 
89,829 275,440 240,679 

Total AID 153,734 330,521 270,434 
P.L. 480" 

'A ID  levels represent actual and estimated expenditures. 
480 levels represent -. . actual and estimated value o f  shipments. 

(of which Title I l l  is1 
Title I I  ---- 

Total P. L. 480 
Total AID and P.L. 480 

PERSONNEL/PARTICIPANTS DATA I 
Category C F y  1983 F y  1984 FY 1985 

- (Actual) ( E s t i m a t e d L  
AID Personnel a 1 

( -- I 
7,738 

46,738 
200,472 

( -- I 
5,343 

51,343 
381,864 

D~rect H~re 
PASAC 
Contract 

Total 
Partupants d 

Noncontract 

aU. S. nationals on duty at the end o f  the fiscal year. 

*F  Y and ~os i t i on  levels 

( -- I 
7,073 

51,073 
321,507 

Contract 

CPanicipating agency technicians 
d~ro~rammedduring the fiscal year. 

27 -- 
15 
4 2 

115 

P.L. 480 

Title I 
Wheat 
Rice 
Feedgrains 

Non-food 

Total I 137 1 241 I 769 
22 

$3 mil. vegoil) 

65 

31 
-- 
22 

210 

33 
-- 

.&- 

195 
31 

~ ~ 

7 4 



EL SALVADOR 

Overview and S t r a t e g y  

A. I n t r o d u c t i o n  and O b j e c t i v e s  

The outcome o f  t h e  p o l i t i c a l  s t r u g g l e  i n  E l  Salvador  is o f  g r e a t  s t r a t e g i c  
importance t o  t h e  Lhi ted S t a t e s .  A v i c t o r y  f o r  t h e  Marxis t  l e f t  would make 
t h e  s t r u g g l e  f o r  economic r e c o v e r y  and t h e  i n s t i t u t i o n  o r  p r e s e r v a t i o n  o f  
democrat ic  p r o c e s s e s  even more d i f f i c u l t  i n  t h e  r e s t  o f  C e n t r a l  America. 
l l ~ r o u g h o u t  t h e  r e g i o n  f o r e i g n  and domes t ic  i n v e s t o r s  would be  l e s s  w i l l i n g  t o  
under take  t h e  c a p i t a l  e x p e n d i t u r e s  needed f o r  economic r e c o v e r y  and e x p o r t  
d i v e r s i f i c a t i o n ;  t r a d e  c r e d i t s  and o t h e r  p r i v a t e  e x t e r n a l  f lows would b e  even 
more d i f f i c u l t  t o  o b t a i n ;  and c a p i t a l  f l i g h t  would a c c e l e r a t e .  Economic 
s t a b i l i z a t i o n  e f f o r t s  i n  o t h e r  C e n t r a l  American c o u n t r i e s  c o u l d  w e l l  c o l l a p s e ,  
a g g r a v a t i n g  a l r e a d y  s e r i o u s  unemployment problems and r a i s i n g  s o c i a l  and 
p o l i t i c a l  t e n s i o n s  t h a t  would be  e x p l o i t e d  by f o r c e s  h o s t i l e  t o  o u r  i n t e r e s t s .  

Our fundamental  o b j e c t i v e  i n  El Sa lvador ,  t h e r e f o r e ,  is t h e  development o f  a  
f r i e n d l y ,  s t a b l e  democracy which is n o t  s u s c e p t i b l e  t o  Sov ie t  o r  
S o v i e t - s u r r o g a t e  i n f l u e n c e .  To a c h i e v e  t h i s  o b j e c t i v e  , our  economic 
a s s i s t a n c e  program is a s s i s t i n g  t h e  Government o f  El Salvador (GOES) i n  
comple t ing  i t s  economic program and a c h i e v i n g  a  3% r e a l  growth r a t e  i n  g r o s s  
domes t ic  product  (a lp)  i n  b o t h  1984 and 1985. To a c h i e v e  r a p i d  and s u s t a i n e d  
long-term growth,  w e  must encourage and s u p p o r t  p o l i c y  re fo rms  needed t o  make 
such growth p o s s i b l e .  We must a l s o  e n s u r e  t h a t  t h e  p rocess  o f  economic growth 
w i l l  b e  broad-based,  s o  t h a t  i t  w i l l  improve t h e  q u a l i t y  o f  l i f e  o f  t h e  
c o u n t r y ' s  less advantaged groups .  F i n a l l y ,  we must promote o t h e r  improvements 
i n  human w e l f a r e  by h e l p i n g  t o  c r e a t e  and s t r e n g t h e n  democra t i c  i n s t i t u t i o n s  - 
and by r e q u i r i n g ,  a s  recommended by t h e  Na t iona l  B i p a r t i s a n  Commission on 
C e n t r a l  America, t h a t  the  government conunit i t s e l f  t o  r e s p e c t i n g  human r i g h t s .  

Economic r e c o v e r y  i n  El Sa lvador  has  been more d i f f i c u l t  t o  a c h i e v e  than  had 
been a n t i c i p a t e d  s e v e r a l  y e a r s  a g o ,  bo th  because  o f  t h e  s low r e c u p e r a t i o n  o f  
t h e  world  economy and because  o f  t h e  s lower- than-expected m i l i t a r y  and 
p o l i t i c a l  p r o g r e s s  i n  El Salvador .  S u b s t a n t i a l l y  i n c r e a s e d  economic 
a s s i s t a n c e  can p l a y  a  major r o l e  i n  i n i t i a t i n g  E l  S a l v a d o r ' s  r e c o v e r y ,  b u t  by 
i t s e l f  it cannot  be counted on t o  s o l v e  a l l  o f  the  c o u n t r y ' s  problems. A more 
e f f e c t i v e  m i l i t a r y  e f f o r t  i s  a l s o  needed,  a s  i s  a  commitment t o  democra t i c  
p r o c e s s e s  and r e s p e c t  f o r  human r i g h t s  s o  t h a t  the  government emerging from 
t h e  March 1984 e l e c t i o n s  a c q u i r e s  g r e a t e r  p o l i t i c a l  l e g i t i m a c y .  As t h e  
B i p a r t i s a n  Commission r e p o r t  s t a t e s ,  no p o l i t i c a l  e f f o r t s  a t  r e c o n c i l i a t i o n  
c a n  succeed i f  t h e  government i t s e l f  a i d s  and a b e t s  v i o l e n c e  a g a i n s t  i t s  own 
people.  The CDES, t h e n ,  must t a k e  e f f e c t i v e  measures t o  curb t h e  a c t i o n s  o f  
t h e  d e a t h  squads  and t o  provide f r e e  and s e c u r e  e x p r e s s i o n  o f  o p i n i o n .  If 
t h e s e  re fo rms  a r e  under taken ,  s u b s t a n t i a l l y  i n c r e a s e d  U.S. a s s i s t a n c e  would 
c o n s t i t u t e  a  s i g n i f i c a n t  d e m o n s t r a t i o n  o f  s u p p o r t  t o  t h e  Salvadoran p r i v a t e  
s e c t o r  and t o  moderate  e lements  throughout Salvadoran s o c i e t y .  This  would 
s t i m u l a t e  more inves tment  and f a c i l i t a t e  t h e  long-awaited economic r e c o v e r y  
t h a t  would e n a b l e  the  government t o  pursue more e f f e c t i v e l y  i t s  campaign 
a g a i n s t  t h e  i n s u r g e n t s .  



B. D e v e l o p e n t  Performance and  Problems 

Before  1960, E l  S a l v a d o r ' s  economy was dependent  on a  few sub'sis t ance  c r o p s  
and c o f f e e .  The c r e a t i o n  o f  t h e  C e n t r a l  American Common Market (CACM) i n  t h a t  
y e a r  s t i m u l a t e d  e x p o r t s  o f  manufactured goods t o  o t h e r  C e n t r a l  American 
c o u n t r i e s ,  and r e a l  GDP growth d u r i n g  t h e  1960s  and 1970s  exceeded 5 %  a  y e a r .  
P o l i t i c a l  development and s o c i a l  p r o g r e s s ,  however, proceeded more s l o w l y .  
The c o u n t r y ' s  r a p i d l y  growing poor popu la t ion  con t inued  t o  b e  n e g l e c t e d  by 
p u b l i c  and p r i v a t e  i n s t i t u t i o n s .  Between 1972 and 1979, p o l i t i c s  became 
i n c r e a s i n g l y  r a d i c a l i z e d  and p o l a r i z e d ,  w i t h  t h e  development o f  v i o l e n t  
underground l e f t -  and r i g h t - w i n g  groups d e d i c a t e d  t o  r e s o l v i n g  the  impasse 
t h r a r g h  p a r a m i l i t a r y  means, i n c l u d i n g  t e r r o r i s m .  I n  October 1979,  f e a r i n g  a  
f u l l - s c a l e  communist r e v o l u t i o n ,  the  m i l i t a r y  c a r r i e d  o u t  a  coup t o  p r e s e r v e  
El S a l v a d o r ' s  p ro -Wes te rn  o r i e n t a t i o n .  The r e s u l t i n g  government s u b s e q u e n t l y  
implemented a  s e r i e s  o f  sweeping economic r e  forms,  i n c l u d i n g  e x p r o p r i a t i o n  o f  
a g r a r i a n  l ands  and n a t i o n a l i z a t i o n  o f  t h e  f i n a n c i a l  sys tem and o f  c o f f e e  and  
s u g a r  m a r k e t i n g  o p e r a t i o n s .  P o l i t i c a l  v i o l e n c e  i n c r e a s e d ,  however,  i n h i b i t i n g  
connnerce, d i s r u p t i n g  p u b l i c  s e r v i c e s ,  a n d  d e s t r o y i n g  i n f r a s t r u c t u r e  a n d  
p r o d u c t i v e  p h y s i c a l  p l a n t .  

The economy a l s o  h a s  s u f f e r e d  from e x t e r n a l  f a c t o r s  such a s  t h e  wor ld  
r e c e s s i o n ,  d e c l i n i n g  p r i c e s  f o r  t h e  c o u n t r y ' s  main e x p o r t s ,  and s h a r p l y  
reduced  demand from El S a l v a d o r ' s  t r a d i n g  p a r t n e r s  i n  t h e  CACM. This h a s  
r e s u l t e d  i n  an  u n p a r a l l e l e d  economic c r i s i s .  Economic a c t i v i t y  s i n c e  1978 h a s  
f a l l e n  i n  r e a l  terms by 25%, t h e  unemployment r a t e  i s  e s t i m a t e d  t o  b e  30% t o  
40% o f  t h e  l a b o r  f o r c e ,  p r i v a t e  inves tment  and p r i v a t e  c a p i t a l  i n f l o w s  have 
f a l l e n  t o  v e r y  low l e v e l s ,  and f o r e i g n  exchange a v a i l a b i l i t y  h a s  dropped 
d r a m a t i c a l l y .  The f i s c a l  d e f i c i t  is  e s t i m a t e d  t o  have exceeded $250 m i l l i o n  
i n  1983. The government h a s  n o t  had t h e  r e s o u r c e s  t o  m a i n t a i n  l i v i n g  
s t a n d a r d s ,  t o  con t inue  t h e  q u a l i t y  and coverage o f  s o c i a l  s e r v i c e s  o r  t o  d e a l  
w i t h  t h e  most s e v e r e  h u m a n i t a r i a n  problems produced by t h e  c o n t i n u i n g  
c o n f l i c t .  An i n c r e a s e  i n  U. S.  economic a s s i s t a n c e  t o  more than $200 m i l l i o n  
i n  FY 1983 a p p e a r s  t o  have  p reven ted  a  f u r t h e r  d e c l i n e  i n  economic a c t i v i t y  i n  
1983,  b u t  t h e r e  i s  an u r g e n t  need t o  b e g i n  t h e  p r o c e s s  o f  economic r e c o v e r y .  

Over t h e  l o n g  t e rm,  El Sa lvador  must a l s o  f a c e  t h e  problems a r i s i n g  from a 
n a t u r a l  p o p u l a t i o n  growth r a t e  t h a t  is s t i l l  v e r y  h i g h .  This w i l l  p l a c e  
a d d i t i o n a l  p r e s s u r e s  on a  r u r a l  l a n d  b a s e  t h a t  i s  by f a r  t h e  most d e n s e l y  
popu la ted  i n  t h e  r e g i o n ,  and an a l r e a d y  s e r i o u s  problem o f  environmental  
d e g r a d a t i o n  w i l l  l i k e l y  become worse .  I n  a d d i t i o n ,  a  r a p i d l y  r i s i n g  
p o p u l a t i o n  w i l l  r e q u i r e  new inves tment  i n  s o c i a l  s e r v i c e s  t o  p reven t  a  
d e t e r i o r a t i o n  i n  t h e  q u a l i t y  o r  coverage o f  t h e s e  s e r v i c e s .  

C. S t r a t e g y  and Po l i cy  Agenda 

The d i r e c t i o n s  i n  which economic s t a b i l i z a t i o n  and r e c o v e r y  need t o  proceed 
a r e  c l e a r .  l h e  U. S. s t r a t e g y  is t o  a s s i s t  t h e  GOES i n  comple t ing  i t s  economic 
s t a b i l i z a t i o n  program, u n d e r t a k i n g  p o l i c y  re fo rms  t h a t  w i l l  l e a d  t o  r a p i d  and  
s u s t a i n e d  economic growth,  promoting a  more e q u i t a b l e  p a t t e r n  o f  growth,  and 
i n s t i t u t i o n a l i z i n g  d e m o c r a t i c  p r o c e s s e s  and r e s p e c t  f o r  human r i g h t s .  



1. S t a b i l i z a t i o n .  The most c r i t i c a l  and immediate o b j e c t i v e  o f  o u r  
shor t - t e rm s t r a t e g y  is t o  r e v e r s e  t h e  l o n g  and s t e e p  d e c l i n e  i n  t h e  r e a l  O P .  . 
There must be  a  g r e a t e r  flow of impor t s  o f  raw m a t e r i a l s ,  i n t e r m e d i a t e  goods,  
s p a r e  p a r t s ,  and c a p i t a l  goods t o  t h e  p r i v a t e  s e c t o r ,  t o  e n a b l e  p roduc t ion  and 
employment t o  i n c r e a s e  and t h u s  t o  provide hope t o  t h e  Salvadoran people  t h a t  
s t a n d a r d s  o f  l i v i n g  can b e  improved w i t h o u t  r e c o u r s e  t o  v i o l e n t  change. Eoth 
t h e  p r i v a t e  s e c t o r  and t h e  p u b l i c  s e c t o r  need t o  r e p l a c e  and r e p a i r  e q u i p e n t  
and i n f r a s t r u c t u r e  d e s t r o y e d  by g u e r r i l l a  a c t i v i t y .  Agra r ian  r e f o r m  measures 
need t o  be  f u r t h e r  s t r e n g t h e n e d ,  and fa rmers  must have  b e t t e r  access  t o  c r e d i t  
s o  t h a t  t h e  a g r i c u l t u r a l  s e c t o r  can expand and t h e  need f o r  food impor t s  can 
b e  reduced .  As t h e  B i p a r t i s a n  Commission p o i n t s  o u t ,  t h i s  can b e s t  be  
ach ieved  through an emphasis on small-farm produc t ion .  

S p e c i f i c  macroeconomic g o a l s  i n  t h e  s h o r t  t e r m  i n c l u d e  achievement  o f  a  3% 
r e a l  O P  growth r a t e  i n  b o t h  1984 and 1985 and e s t a b l i s h m e n t  o f  a  b a s i s  f o r  
long-term growth wi th  e q u i t y  by p lann ing  and then  implementing t h e  b a s i c  
i n s t i t u t i o n a l  and p o l i c y  r e  forms needed t o  promote s u s t a i n e d  economic growth 
f o l l o w i n g  t h e  conc lus ion  o f  h o s t i l i t i e s .  

Our balance-of-payments and r e l a t e d  a s s i s t a n c e  w i l l  be  accompanied by a  p o l i c y  
d i a l o g u e  t o  promote re fo rms  t h a t  w i l l  maximize t h e  p r o b a b i l i t y  t h a t  o u r  
s t a b i l i z a t i o n  o b j e c t i v e s  w i l l  be  a t t a i n e d .  P a r t i c u l a r  emphasis w i l l  b e  
p l a c e d ,  i n  c o n s u l t a t i o n  wi th  t h e  C e n t r a l  Bank and t h e  I n t e r n a t i o n a l  Monetary 
F w d ,  on f u r t h e r  movement toward exchange-ra te  u n i f i c a t i o n ,  t h e  e l i m i n a t i o n  o f  
d i s t o r t i o n s  d i s c o u r a g i n g  e x p o r t s ,  a n d  a  r e d u c t i o n  i n  t h e  c h r o n i c  imbalance 
between t h e  demand f o r  and s u p p l y  o f  f o r e i g n  exchange.  Other emphases w i l l  be 
f i s c a l  measures t o  e l i m i n a t e ,  o r  a t  l e a s t  s u b s t a n t i a l l y  r e d u c e ,  t h e  d e f i c i t  i n  
t h e  c e n t r a l  government 's  o p e r a t i n g  budget ; t o  p r o h i b i t  f u t u r e  budge t s  showing \r 

unf inanced  gaps;  t o  i n c r e a s e  t o t a l  revenues  through t a x  re fo rms  and 
a d m i n i s t r a t i v e  improvements; and t o  i n c r e a s e ,  a s  r a p i d l y  as p o s s i b l e  , the  
r a t e s  charged by e l e c t r i c  power companies and o t h e r  autonomous p u b l i c  
i n s t i t u t i o n s  o p e r a t i n g  a t  a  d e f i c i t  t o  put  them on a  s e l f - s u s t a i n i n g  b a s i s .  

2. long-Term Growth i n  t h e  P r o d u c t i v e  S e c t o r s .  Over t h e  l o n g  r u n ,  a  
s u s t a i n e d  economic r e c o v e r y  i n  El Salvador w i l l  r e q u i r e  p o l i c i e s  t h a t  
s t i m u l a t e  e x p o r t  d i v e r s i f i c a t i o n .  While l a n d  r e s o u r c e s  a r e  l i m i t e d ,  t h e  
p r o d u c t i v i t y  o f  e x i s t i n g  crops  can be i n c r e a s e d  and new h i g h v a l u e  e x p o r t  
c r o p s  can be  in t roduced .  The i n d u s t r i a l  s e c t o r  can no l o n g e r  r e l y  a s  h e a v i l y  
a s  i t  has  i n  t h e  p a s t  on t h e  CAW and must be given i n c e n t i v e s  t o  o r i e n t  new 
produc t ion  more toward e x t e r n a l  markets .  Our aim i s  to :  

-- a c h i e v e  and s u s t a i n ,  a f t e r  t e r m i n a t i o n  o f  t h e  c i v i l  c o n f l i c t ,  an average  

a n n u a l  GDP growth r a t e  o f  a t  l e a s t  5% t o  5.5%; 

-- t a r g e t  the  growth o f  e x p o r t s  o f  manufactured goods t o  t h i r d  coun t ry  

marke t s  a t  15% t o  20% per annum; -- encourage t h e  p r i v a t e  s e c t o r  by promoting a  f a v o r a b l e  environment f o r  bo th  

f o r e i g n  and domest ic  i n v e s t o r s  v i a  a  r e l a t i v e l y  s t a b l e  and r e a l i s t i c a l l y  
v a l u e d  exchange r a t e ,  n o n - i n f l a t i o n a r y  monetary and f i s c a l  p o l i c i e s ,  
a b o l i t i o n  o f  f o r e i g n  exchange c o n t r o l s  and g u a r a n t e e s  a g a i n s t  
e x p r o p r i a t i o n  of f o r e i g n  inves tment  ; and 



-- r e b u i l d  t h e  c o u n t r y ' s  i n f r a s t r u c t u r e ,  p a r t i c u l a r l y  power g e n e r a t i o n  and 

d i s t r i b u t i o n ,  b r i d g e s ,  and damaged o r  d e s t r o y e d  farms.  

3. Broadening t h e  B e n e f i t s  o f  Growth. The i n e q u i t a b l e  p a t t e r n  o f  economic 
growth t h a t  p r e v a i l e d  d u r i n g  t h e  1960s and 1970s must n o t  b e  a l lowed t o  - - 
r e t u r n .  The achievement o f  r a p i d  economic growth w i t h  e q u i t y  w i l l  r e q u i r e  
p o l i c i e s  and programs t h a t :  

s t i m l a t e  small-farm a g r i c u l t u r e ,  bo th  f o r  a g r a r i a n  r e f o r m  b e n e f i c i a r i e s  
and f o r  o t h e r  s m a l l  f a r m e r s ;  

r a i s e  t h e  l e v e l  of  employment by 3 %  per yea r  and emphasize  t h e  deve lopnen t  
o f  l a b o r - i n t e n s i v e  s e c t o r s ,  which should  c o i n c i d e  w i t h  s e c t o r s  o r i e n t e d  
toward t h e  p roduc t ion  o f  e x t r a r e g i o n a l ,  n o n t r a d i t i o n a l  e x p o r t s ;  

p lace  major emphasis on r e s t o r i n g  and deve lop ing  f u r t h e r  t h e  b a s i c  s o c i a l  
i n f r a s t r u c t u r e ,  p a r t i c u l a r l y  i n  h e a l t h  and e d u c a t i o n ,  r e f l e c t i n g  t h e  
B i p a r t i s a n  Commission's view t h a t  a c c e l e r a t e d  human deve lopnen t  must be  
t h e  c o r n e r s t o n e  o f  a  comprehensive e f f o r t  t o  promote democracy and  
p r o s p e r i t y ;  

p r o v i d e  h u m a n i t a r i a n  a s s i s t a n c e  t o  t h e  approx imate ly  450,000 pe r sons  who 
have been d i s p l a c e d  w i t h i n  t h e  c o u n t r y  because  o f  t h e  armed c o n f l i c t ;  and 

promote more e q u i t a b l e  income d i s t r i b u t i o n  through a  t a x  sys tem whose 
r e l i a n c e  on d i r e c t  t a x a t i o n  i n c r e a s e s  from 27% t o  40% o f  t o t a l  revenue 
c o l l e c t i o n .  

Democratic I n s t i t u t i o n s  and Human Righ t s .  As t h e  Commission h a s  
emphasized,  economic a s s i s t a n c e  a l o n e  w i l l  n o t  b e  an  a d e q u a t e  r esponse  t o  El 
S a l v a d o r ' s  needs .  Such a s s i s t a n c e  must  b e  c o o r d i n a t e d  w i t h i n  an  o v e r a l l  s e t  
o f  p r i n c i p l e s  t h a t  w i l l  f o s t e r  democracy,  r e fo rm and human r i g h t s .  We p lan  t o  
encourage c o n t i n u e d  p r o g r e s s  i n  human r i g h t s  and t h e  i n s t i t u t i o n a l i z a t i o n  o f  
democra t i c  p rocesses  through f u r t h e r  improvements i n  t h e  c r i m i n a l  j u s t i c e  
s y s t e m ,  t h e  expansion o f  f r e e  democra t i c  l a b o r  u n i o n s ,  t h e  s t r e n g t h e n i n g  o f  
s o c i a l  r e f o r m s ,  and t h e  r e g u l a r i z a t i o n  o f  f r e e  e l e c t  ions .  

A. I.D. Program (FY 1983 and FY 1984) 

A. Economic S t a b i l i z a t i o n  

During FY 1983,  A. I.D. p rov ided  $58.6 m i l l i o n  i n  Developnent A s s i s t a n c e  (DA), 
$140 m i l l i o n  i n  Economic Support  Funds (SF), and $46.7 m i l l i o n  i n  P.L. 480 
T i t l e  I and I1 c o m d i t i e s  f o r  programs which kept  El S a l v a d o r ' s  economy 
v i a b l e ,  food a v a i l a b l e ,  and i t s  b a s i c  economic i n f r a s t r u c t u r e  f u n c t i o n i n g .  
A. I .D. f i n a n c e d  d i r e c t  employment programs f o r  some 12,000 d i s p l a c e d  pe r sons  
d u r i n g  FY 1983. I n c l u d i n g  t h e  i n d i r e c t  employment impac t ,  U.S. economic 
a s s i s t a n c e  suppor ted  o v e r  160,000 jobs  d u r i n g  FY 1983 ,  o r  abou t  14% o f  E l  
S a l v a d o r ' s  l a b o r  fo rce .  U.S. a s s i s t a n c e  enab led  El Sa lvador  t o  import  t h e  
e s s e n t i a l  raw m t e r i a l s ,  c a p i t a l  and i n t e r m e d i a t e  goods t o  r u n  i t s  p r i v a t e  



s e c t o r  i n d u s t r i e s  and farms d u r i n g  FY 1983. Both t h e  ESF a n d  P.L. 480 
programs provided l o c a l  cur rency  g e n e r a t i o n s  and s u p p o r t e d  p r i o r i t y  economic,  
s o c i a l ,  and humani ta r i an  programs. 

. 
During FY 1984 ,  A. I .D. p l a n s  t o  provide $41.3 m i l l i o n  i n  DA, $120 m i l l i o n  i n  
ESF, and an e s t i m a t e d  $37.3 m i l l i o n  i n  P.L. 480 T i t l e  I and T i t l e  I1 r e s o u r c e s  
t o  p r o t e c t  El S a l v a d o r ' s  economy from f u r t h e r  d e c l i n e  and t o  f i n a n c e  food 
impor t s .  A. I.D. w i l l  a l l o c a t e  $15 m i l l i o n  t o  a  new I n d u s t r i a l  S t a b i l i z a t i o n  
and Recovery p r o j e c t  which w i l l  provide  d o l l a r  and l o c a l  c u r r e n c y  c r e d i t ,  
t e c h n i c a l  a s s i s t a n c e ,  and t r a i n i n g  r e s o u r c e s  des igned ( 1 )  t o  r e h a b i l i t a t e  and 
r e a c t i v a t e  e x i s t i n g  f i r m s  i n  t h e  i n d u s t r i a l  s e c t o r ;  ( 2 )  t o  broaden and deepen 
t h e  p a r t i c i p a t i o n  o f  s m a l l  b u s i n e s s e s  in  t h e  economy, p a r t i c u l a r l y  i n  t h e  
a g r o i n d u s t r i a l  s u b s e c t o r ;  and (3)  t o  l a y  t h e  groundwork t o  a t t r a c t  l o c a l  and 
f o r e i g n  investment .  A s u r v e y  of Salvadoran e x p o r t  p o l i c i e s  and l e g i s l a t i o n ,  
t o  be  under taken  wi th  Program Developnent and Support  p r o j e c t  (519-0177) 
funds ,  w i l l  provide  t h e  b a s i s  f o r  p o l i c y  recommendations i n  t h i s  a r e a .  I n  an 
e f f o r t  t o  provide low-cost  h o u s i n g  f o r  E l  S a l v a d o r ' s  poor w h i l e  i n c r e a s i n g  
employment, A. I .D.  a u t h o r i z e d  a  $5 m i l l i o n  Housing Guaranty (HG) program i n  FY 
1983. An e v a l u a t i o n  of t h e  HG program c a r r i e d  o u t  d u r i n g  FY 1983 i n d i c a t e d  
t h e  need f o r  a  working c a p i t a l  fund which would a l l o w  b u i l d e r s  t o  beg in  
c o n s t r u c t i o n  of HG-financed low-cost hous ing  e a r l y ,  w h i l e  w a i t i n g  f o r  t h e  a)ES 
t o  e n t e r  t h e  U.S. c r e d i t  marke t s  under t h e  HG program. This  working c a p i t a l  
fund w a s  e s t a b l i s h e d  d u r i n g  FY 1983,  u s i n g  $ 2  m i l l i o n  i n  P.L. 480 l o c a l  
c u r r e n c y  g e n e r a t i o n s .  A d d i t i o n a l  l o c a l  c u r r e n c i e s  w i l l  be provided i n  FY 1984. 

B. Humanitarian A s s i s t a n c e  

During N 1983,  U.S. a s s i s t a n c e ,  d i r e c t e d  through t h e  GOES, t h e  World Food L 

Program, and U.S. and l o c a l  p r i v a t e  v o l u n t a r y  o r g a n i z a t i o n s  (PvCS), provided 
h e a l t h  s e r v i c e s  and food t o  o v e r  250,000 persons  d i s p l a c e d  by t h e  c o n f l i c t .  
Lkider t h e  emergency program, A. I . D .  and the  S t a t e  Department Refugee Program 
provided $4.5 m i l l i o n  through t h e  Heal th  and Jobs  f o r  Displaced Persons  
p r o j e c t  (519-0281) t o  f i n a n c e  h e a l t h  s e r v i c e s ,  v a c c i n a t i o n  o f  o v e r  260,000 
mothers  and c h i l d r e n ,  and employment f o r  over  12,000 d i s p l a c e d  persons  d u r i n g  
FY 1983. 

During FY 1984 ,  A. I .D.  w i l l  provide  a n o t h e r  $7.5 m i l l i o n  i n  ESF f o r  t h e  
emergency program under t h e  Hea l th  and Jobs  f o r  Disp laced  Persons  p r o j e c t  
(519-0281), i n  a d d i t i o n  t o  $7.5 m i l l i o n  expec ted  t o  be  provided from t h e  
Department o f  S t a t e  Refugee Program account .  O p e r a t i o n a l  program g r a n t s  
(OPGs) w i t h  U.S. PVOs w i l l  p rov ide  a d d i t i o n a l  h e a l t h ,  t r a i n i n g ,  and g e n e r a l  
s u p p o r t  t o  persons  l i v i n g  i n  camps f o r  d i s p l a c e d  persons .  A p i l o t  r u r a l  
h o u s i n g  p r o j e c t ,  begun i n  e a r l y  FY 1984 wi th  $210,000 i n  D i s a s t e r  A s s i s t a n c e  
funds ,  w i l l  p rov ide  low-cost  hous ing  f o r  d i s p l a c e d  persons  who choose t o  
r e s e t t l e  on a g r a r i a n  r e f o r m  l a n d s .  I f  t h e  p i l o t  e f f o r t  proves  s u c c e s s f u l ,  
a d d i t i o n a l  A. I. D. f i n a n c i n g  w i l l  be provided t o  expand t h i s  r e s e t t l e m e n t  
e f f o r t .  



C. S o c i a l  D e v e l o p e n t  

1. b r a r i a n  Reform. An impor tan t  f a c t o r  i n  El S a l v a d o r ' s  r e c o v e r y  from t h e  
c u r r e n t  economic and s o c i a l  upheaval  is the  e f f e c t i v e  complet ion o f  a g r a r i a n  
reform i n i t i a t i v e s  begun i n  1980. Lur ing FY 1983,  A . I .D .  p rov ided  o v e r  $34 
m i l l i o n ,  i n c l u d i n g  $23.9 m i l l i o n  f o r  a g r i c u l t u r a l  c r e d i t ,  i n  d i r e c t  p r o j e c t  
a s s i s t a n c e  t o  i n s t i t u t i o n s  s u p p o r t i n g  t h e  a g r a r i a n  r e f o r m  program and i t s  
b e n e f i c i a r i e s .  As of September 1983, over  193,900 people  had b e n e f i t e d  from 
t h e  phase I reform program, encompassing p r o p e r t i e s  o f  1 , 2 3 5  a c r e s  and l a r g e r ,  
and t h e  GOES had paid  over  $113 m i l l i o n  i n  cash and bonds t o  174 former 
p r o p e r t y  owners. 

Under t h e  phase I11 program, which a l l o w s  former r e n t e r s  and s h a r e c r o p p e r s  t o  
c la im t h e  l a n d  they work up t o  a maximum o f  17 a c r e s ,  o v e r  334,800 p e r s o n s ,  
i n c l u d i n g  f a m i l y  members, a r e  c l a i m i n g  ownership o f  f o r m e r l y  r e n t e d  l a n d ,  and 
358 former p r o p e r t y  owners have  r e c e i v e d  over  $7.26 m i l l i o n  i n  compensation.  
By t h e  end o f  FY 1983, o v e r  20% o f  El S a l v a d o r ' s  farm l a n d  had been a f f e c t e d  
by t h e  re fo rm and over  10% o f  t h e  t o t a l  p o p u l a t i o n  was b e n e f i t i n g  from t h e  
land re fo rm program. About $24 m i l l i o n  i n  U. S. a s s i s t a n c e  provided under  t h e  
Agrar ian Reform C r e d i t  p r o j e c t  (519-0263) d u r i n g  FY 1983 was used t o  s u p p o r t  
p roduc t ion  loans  f o r  phase 111 and o t h e r  smal l  f a rmers  and f o r  phase I 
c o o p e r a t i v e s  . 
Luring FY 1984 ,  A. I.D. p l a n s  t o  provide a n o t h e r  $17.5 m i l l i o n  i n  DA funds  f o r  
t h e  Agrar ian Reform C r e d i t  p r o j e c t  (519-0263) and a n o t h e r  $10 m i l l i o n  f o r  t h e  
Agrar ian Reform Sec tor  Support  p r o j e c t  (519-0265). I n  a d d i t i o n ,  $1.15 m i l l i o n  
is planned f o r  t e c h n i c a l  a s s i s t a n c e  t o  be provided under an OPG t o  
Technoserve,  Inc . ,  a  U. S. PVO. 

2. Heal th  and Popula t ion .  Lur ing  FY 1983,  t h e  A.1.D.-financed Health Systems 
V i t a l i z a t i o n  p r o j e c t  (519-0291) provided $16 . l 7  m i l l i o n  t o  buy p h a r m a c e u t i c a l s ,  
o t h e r  medical  s u p p l i e s ,  and equ ipment ;  t o  s u p p o r t  m a l a r i a  c o n t r o l ;  and t o  
d e v e l o p  emergency medical  s e r v i c e s .  A. I .D. a l s o  f inanced  t h e  shipment o f  
medical  s u p p l i e s  donated by U.S. c i t i z e n s  i n  c o o p e r a t i o n  w i t h  PVOs t o  
El Salvador and provided a $1.8 m i l l i o n  OPG f o r  a new family  p l a n n i n g  a c t i v i t y  
t o  be  a d m i n i s t e r e d  by t h e  Salvadoran Demographic A s s o c i a t i o n ,  a l o c a l  PVO. 

Following an e v a l u a t i o n  o f  t h e  p r o j e c t  i n  mid-1984, $5.5 m i l l i o n  i n  a d d i t i o n a l  
DA funds  w i l l  b e  provided t o  t h e  Heal th  Systems V i t a l i z a t i o n  p r o j e c t  
(519-0291). Work a l s o  w i l l  b e g i n  i n  l a t e  FY 1984 on t h e  d e s i g n  o f  a new, 
longer- term e f f o r t  t o  s t r e n g t h e n  t h e  a d m i n i s t r a t i o n  and d e l i v e r y  o f  h e a l t h  
s e r v i c e s  i n  E l  Sa lvador ,  p a r t i c u l a r l y  i n  t h e  r u r a l  a r e a s .  An e v a l u a t i o n  o f  
t h e  Salvadoran Heal th  and Family P lann ing  p r o j e c t  (519-0275), schedu led  f o r  FY 
1984 under  funding from t h e  Program Development and Support p r o j e c t  
(519-0178), w i l l  provide  t h e  b a s i s  f o r  d e s i g n  o f  a new P o p u l a t i o n  Dynamics 
p r o j e c t  t o  beg in  i n  FY 1985. 

3. Democratic I n s t i t u t i o n s .  To h e l p  t h e  GOES a s s u r e  t imely  and f a i r  
e l e c t i o n s ,  A. I .D.  provided $3.4 m i l l i o n  i n  FY 1983 ESF s u p p o r t  t o  t h e  
Salvadoran E l e c t i o n s  p r o j e c t  (519-0293). 



4. Pol icy Improvement. h n d s  provided under t h e  Reform and Policy Planning 
pro jec t  (519-0260) financed a  s tudy by a  pr iva te  U.S. f i rm o f  the opera t ing  
procedures and p o l i c i e s  of  t h e  Cent ra l  Reserve Bank. An eva lua t ion  o f  t h e  

\. 

a g r a r i a n  reform programs c a r r i e d  out  by Checchi and Company, and funded by the 
Program Developent  and Support pro jec t  (519-01671, concluded t h a t  t h e  
a g r a r i a n  reform program i s  moving well  in  achieving  i t s  objec t ives .  The 
evalua t ion  a l s o  l e d  t o  improvement i n  t h e  way t h e  GOES and A . I . D .  a r e  working 
t o  implement the reforms. 

FY 1984 Supplemental Request and Requested Year Program (FY 1985) 

For FY 1984, A . I . D .  reques ts  an a d d i t i o n a l  $90.0 mi l l i on  in S F ,  $30.0 mi l l i on  
i n  DA, and $14.0 mi l l ion  in P.L. 480 T i t l e  I funds. For FY 1985, we a r e  
reques t ing  $210.0 mi l l i on  i n  ESF, $80.0 mi l l ion  i n  DA,  and $51.1 mi l l i on  in 
P.L. 480 T i t l e  I and I1 resources ,  t o  be complemented by support  from HG, 
Commdity Credi t  Corporation (CCC) and trade c r e d i t  guaranty programs. 

The resources  requested a r e  e s s e n t i a l  for s t rengthening  and bu i ld ing  upon 
achievements made t o  date  i n  s t a b i l i z i n g  the economy, e f f e c t i n g  needed reforms 
and d e a l i n g  with t h e  physical  and s o c i a l  traumas s u f f e r e d  by a  na t ion  a t  war. 
Using the ongoing work i n  those areas  as a  base,  A. I . D .  w i l l  support  a  
comprehensive program to  a s s i s t  E l  Salvador on t h e  road t o  economic recovery 
and t o  br ing  the provision o f  s o c i a l  s e r v i c e s ,  p a r t i c u l a r l y  i n  hea l th  and 
educat ion ,  back to pre-war l e v e l s .  In a d d i t i o n ,  resources w i l l  go toward t h e  
s t r eng then ing  of  democratic i n s t i t u t i o n s ,  notably  i n  the area of  j u d i c i a l  
reform. Their use w i l l  follow c l o s e l y  t h e  recommendations made by t h e  
National Bipar t i san  Commission. 

A. Economic S t a b i l i z a t i o n  

A . I . D 9 s  primary s t r a t e g y  he re  w i l l  b e  t h e  provision of balance-of-payments 
a s s i s t a n c e  t o  E l  Salvador a t  a  l e v e l  needed to  maintain the  flow o f  e s s e n t i a l  
foods tuf fs  i n t o  t h e  country and t o  keep t h e  p r i v a t e  s e c t o r  of t h e  economy 
producing and generat ing employment. ESF and P. L. 480 T i t l e  I ass i s t ance  (an 
a d d i t i o n a l  $75.0 mi l l i on  of  ESF and $14.0 mi l l ion  of  P.L. 480 i n  FY 1984 and a  
t o t a l  of $170.0 mi l l i on  of  ESF and $41.1 mi l l ion  of P.L. 480 i n  FY 1985) w i l l  
be provided t o  ensure t h a t  import needs a r e  met for  a g r i c u l t u r a l  commodities 
and v i t a l  i n d u s t r i a l  and commercial production and c a p i t a l  goods. The P. L. 
480 T i t l e  I program w i l l  be complemented by an a g r i c u l t u r a l  connoodity import 
r i s k  insurance program (CCC-guaranteed c r e d i t s  t o t a l l i n g  $90 mi l l ion  ) which 
w i l l  f a c i l i t a t e  the  importation o f  a d d i t i o n a l  q u a n t i t i e s  and kinds of  
commodities, a l b e i t  on harder  (non-concessional) terms. 

Local cur rencies  generated by t h e  ESF and T i t l e  I programs w i l l  continue t o  
f inance p r i o r i t y  a c t i v i t i e s  involving the p r iva te  s e c t o r ,  public  s e r v i c e s ,  
a g r a r i a n  reform, and o t h e r  r u r a l  d e v e l o p e n t  programs. The S F  and P.L. 480 
programs w i l l  be used t o  encourage the pol icy  r e f o r m  o r  i n i t i a t i v e s  necessary 
t o  maintain or increase  production and employment, e s p e c i a l l y  i n  t h e  a rea  o f  
non t rad i t iona l  export  development. 



A d d i t i o n a l  ESF r e s o u r c e s  w i l l  e n a b l e  t h e  GOES t o  r e p a i r  o r  m a i n t a i n  
i n f r a s t r u c t u r e  such a s  b r i d g e s  and p w e r  d i s t r i b u t i o n  sys tems damaged i n  
g u e r r i l l a  a t t a c k s  throughout  t h e  coun t ry .  Approximately $10.0 m i l l i o n  h a s  
been programmed f o r  t h i s  purpose  under the  FY 1984 Supplemental  r e q u e s t ,  and 
ano the r  $12.0 m i l l i o n  is planned f o r  FY 1985. 

B. Economic Growth 

In  accordance w i t h  t h e  B i p a r t i s a n  Commission recoonoendations,  ESF a s s i s t a n c e  
and DA r e s o u r c e s  w i l l  a l s o  be  used t o  provide  t h e  impetus  f o r  economic 
r e c o v e r y  i n  b o t h  t h e  a g r i c u l t u r a l  and  i n d u s t r i a l / c o n m e r c i a l  s e c t o r s  o f  t h e  
economy. P o l i c y  d ia logues  w i l l  b e  used t o  e s t a b l i s h  i n c e n t i v e s  f o r  i n c r e a s e d  
domes t i c  and f o r e i g n  i n v e s t m e n t ,  p a r t i c u l a r l y  i n  t h o s e  a r e a s  which a r e  
conducive  t o  l a b o r - i n t e n s i v e ,  e x p o r t v r i e n t e d  a c t i v i t i e s .  

1. A g r i c u l t u r e  ($5.0 m i l l i o n  DA, FY 1984 Supplementa l ;  $28.0 m i l l i o n  DA. FY 
1985). DA funds w i l l  be  used t o  i n s t i t u t i o n a l i z e  and c o n s o l i d a t e  t h e  l a n d  
re fo rm processes  under taken  by t h e  GOES and t o  e l i m i n a t e  t h e  u n c e r t a i n t y  
a f f e c t i n g  b o t h  reformed and nonreformed s e c t o r s .  DA r e s o u r c e s  have a l s o  been 
programmed t o  i n c r e a s e  t h e  c o u n t r y ' s  c a p a c i t y  t o  provide  c r e d i t  and 
a e r i c u l t u r a l  i n w t s  and t o  develor,  and d i s s e m i n a t e  i m ~ r o v e d  t e c h n o l o n i e s .  Ihe - - 
a d d i t i o n a l  A g r i c u l t u r e ,  Rura l  D e v e l o p e n t  and  b t r i t i o n  (ARDN) fund ing  
proposed i n  the  FY 1984 supp lementa l  r e q u e s t  is $5.0 m i l l i o n .  The l o c a l  
c u r r e n c y  e q u i v a l e n t  o f  $5 m i l l i o n  i n  ESF a s s i s t a n c e  proposed under t h e  FY 1984 
Supplementa l  r e q u e s t  w i l l  be  used t o  c o n t i n u e  t h e  compensation due landowners  
a f f e c t e d  by t h e  reform.  A combina t ion  o f  $28.0 m i l l i o n  i n  ARDN funds  and t h e  
e q u i v a l e n t  o f  a n o t h e r  $29.0 m i l l i o n  i n  ESF l o c a l  cu r rency  g e n e r a t i o n s  have 
been programmed i n  FY 1985 t o  p rov ide  c r e d i t  t o  t h e  a g r i c u l t u r a l  s e c t o r  and t o  
c o n t i n u e  t o  s t r e n g t h e n  the  i n s  t i  t u t i o n s  s e r v i n g  t h e  s e c t o r  and implement ing 
t h e  a g r a r i a n  r e f o r m ,  p a r t i c u l a r l y  t h e  e x t e n s i o n ,  r e s e a r c h  and t r a i n i n g  
s e r v i c e s  o f  the  a3ES. A s u b s t a n t i a l  p o r t i o n  o f  t h e  l o c a l  cu r rency  funds w i l l  
go t o  c o n t i n u e  t h e  compensation o f  ex-landowners. A p o r t i o n  o f  t h e  DA funds  
w i l l  a l s o  f inance  t h e  maintenance o f  s m a l l - s c a l e  i r r i g a t i o n  s y s t e m s ,  
inves tments  i n  a g r o i n d u s t r i a l  e n t e r p r i s e s  s e r v i n g  t r a d i t i o n a l  and  
n o n t r a d i t i o n a l  e x p o r t  c r o p s ,  improvements i n  marke t ing  s e r v i c e s  and an 
i n f o r m a t i o n  sys tem t o  prormte n o n t r a d i t i o n a l  e x p o r t s  and d o m e s t i c  m a r k e t i n g  o f  
s t a p l e  foods  by s m a l l  fa rmers .  The e f f o r t s  o u t l i n e d  above,  t o g e t h e r  w i t h  
a c t i v i t i e s  a l r e a d y  i n  p r o g r e s s ,  s h o u l d  p rov ide  70,000 o r  more Salvadoran 
f a m i l i e s  w i t h  c l e a r  t i t l e  t o  t h e i r  l a n d  by 1990 and shou ld  make p o s s i b l e  an  
a n n u a l  growth r a t e  o f  15% t o  18% i n  n o n t r a d i t i o n a l  a g r i c u l t u r a l  and  
a g r o i n d u s  t r i a l  e x p o r t s .  

2. I n d u s t r i a l  Recovery: S e c t o r  Suppor t  ($5 m i l l i o n  ESF, FY 1984 Supp lementa l ;  
$15 m i l l i o n  ESF, FY 1985). Supplemental  - ESF funds i n  FY 1984 i n  t h e  amount of  
$ 5  m i l l i o n  and FY 1985 funds  t o t a l i n g  $15 m i l l i o n  w i l l  b e  u s e d  t o  complement 
p r o j e c t  b e i n g  des igned  t h i s  f i s c a l  y e a r  which w i l l  c o n s t i t u t e  a  more 
s t r u c t u r e d  r e s p o n s e  t o  problems encoun te red  i n  making a v a i l a b l e  inves tment  
c r e d i t  and working c a p i t a l  t o  s m a l l  b u s i n e s s e s ,  p r o v i d i n g  medium-term c r e d i t  
f o r  t h e  i m p o r t a t i o n  o f  c a p i t a l  goods,  making f u l l  u s e  o f  i n d u s t r i a l  c a p a c i t y ,  
and d e v e l o p i n g  and marke t ing  n o n t r a d i t i o n a l  p roduc t s  f o r  e x p o r t .  As an  



a d j u n c t  t o  t h e  fo rego ing  a c t i v i t i e s ,  t h e  Export-Import Bank w i l l  i s s u e  - Trade 
C r e d i t  Charan t ies  t o  p r i v a t e  U. S. banks p r o v i d i n g  s h o r t  -term c r e d i t  t o  
Salvadoran b u s i n e s s e s .  The p o r t f o l i o  o f  i n s u r a n c e  shou ld  grow from a n  i n i t i a l  
l e v e l  o f  $25 m i l l i o n  i n  l a t e  FY 1984 t o  $100 m i l l i o n  i n  FY 1985. 'Ihese 
a c t i v i t i e s ,  t aken  i n  c o n c e r t  w i t h  p r o j e c t s  now b e i n g  implemented by 
A. I .D. ,  w i l l  r e s u l t  i n  i n c r e a s e s  i n  t h e  product ion o f  manufactured goods;  the  
number o f  e x p o r t v r i e n t e d  b u s i n e s s e s  developed o r  expanded ( t o g e t h e r  wi th  
r e s u l t a n t  employment i n c r e a s e s ) ;  p r o d u c t i v e ,  p r o f i t a b l e  p a r t i c i p a t i o n  i n  t h e  
economy by smal l -  and medium-sized businessmen; a n d ,  e v e n t u a l l y ,  new f o r e i g n  
investment  . 
C. Broadening t h e  B e n e f i t s  o f  Growth 

While A.I .D.  i s  working t o  s t i m u l a t e  a recovery  i n  t h e  economy, i t  w i l l  a l s o  
s u p p o r t  the  03ES i n  i t s  e f f o r t s  t o  e n s u r e  t h a t  t h e  p o s i t i v e  b e n e f i t s  o f  t h a t  
r e c o v e r y  a r e  w i d e l y  d i s t r i b u t e d  th roughout  t h e  s o c i e t y ,  p a r t i c u l a r l y  i n  t h e  
form o f  s o c i a l  s e r v i c e s  such a s  h e a l t h ,  e d u c a t i o n ,  and housing.  

1 .  Family P l a n n i n g  ($2.0 m i l l i o n  DA, FY 1984 Supplemental ;  $7.0 m i l l i o n  DA, 
FY 1985). FY 1984 supp lementa l  and FY 1985 funds w i l l  f inance  t h e  
c o n t i n u a t i o n  and expans ion  of ongoing  programs i n  t h e  p u b l i c  and p r i v a t e  
s e c t o r s .  P o p u l a t i o n  r e s o u r c e s  t o t a l i n g  $2.0 m i l l i o n  from t h e  supplemental  
r e q u e s t  and a n o t h e r  $7.0 m i l l i o n  i n  FY 1985 w i l l  b e  used t o  expand t h e  
a c t i v i t i e s  o f  the  M i n i s t r y  of H e a l t h ,  the  S o c i a l  S e c u r i t y  System and t h e  
Salvadoran Demographic A s s o c i a t i o n  i n  t h e  a r e a s  o f  p u b l i c  consc iousness -  
r a i s i n g  and i n c r e a s e d  r e t a i l  s a l e s  o f  cormoodities. As a  r e s u l t  o f  t h e s e  
i n p u t s ,  a c c e p t a n c e  o f  c o n t r a c e p t i v e s  shou ld  reach  40%, o r  340,000 u s e r s ,  by 
t h e  end o f  1984 and 42%, o r  360,000 u s e r s ,  by t h e  end o f  1985. . 
2. Heal th  and & t r i t i o n  ($4.0 m i l l i o n  DA, FY 1984 Supplemental ;  $10.0 m i l l i o n  
DA, FY 1985). Supplemental  Heal th  account  r e s o u r c e s  amounting t o  $4.0 m i l l i o n  
have been programmed f o r  FY 1984 t o  complement t h e  ongoing e f f o r t s  i n  t h i s  
a r e a  which began i n  FY 1983. P a r t  o f  t h e s e  funds w i l l  go t o  improve t h e  
n u t r i t i o n  s u r v e i l l a n c e ,  e d u c a t i o n ,  and e v a l u a t i o n  components o f  emergency 
f e e d i n g  programs, p a r t i c u l a r l y  f o r  d i s p l a c e d  persons .  FY 1985 w i l l  s e e  the  
i n i t i a t i o n  o f  a  new, m u l t i f a c e t e d  h e a l t h  program which w i l l  i n c l u d e  t e c h n i c a l  
a s s i s t a n c e  and t r a i n i n g  i n  p lann ing  and management, p r o v i s i o n  o f  e s s e n t i a l  
drugs and s u p p l i e s ,  t r a i n i n g  f o r  mid-level  and community-based h e a l t h  workers ,  
and expanded programs f o r  immunizat ion,  o r a l  r e h y d r a t i o n ,  m a l a r i a  c o n t r o l  and 
emergency medica l  s e r v i c e s .  A d d i t i o n a l  r e s o u r c e s  w i l l  b e  used  t o  c o n t i n u e  
n u t r i t i o n a l  s u p p o r t  t o  t h e  food a i d  program, p r i m a r i l y  f o r  d i s p l a c e d  persons .  

3. Housing ($3.0 m i l l i o n  HG, FY 1984 Supplemental ;  $5.0 m i l l i o n  HG, FY 1985;  
$200,000 DA,  FY 1984 Supplemental ) .  A.I.D. w i l l  i n c r e a s e  t h e  HG a v a i l a b i l i t y  
i n  FY 1984 by $3.0 m i l l i o n  t o  h e l p  Salvadoran h o u s i n g  a g e n c i e s  s e c u r e  funds 
t h e y  need t o  provide lower-income f a m i l i e s  w i t h  h o u s i n g  and p a r t i c u l a r l y  w i t h  
complementary hous ing  i n f r a s t r u c t u r e  such a s  wa te r  and sewage systems.  
Another $5.0 m i l l i o n  i n  HG a s s i s t a n c e  w i l l  be provided i n  FY 1985. A modest 
amount o f  t e c h n i c a l  a s s i s t a n c e  ($200,000) from t h e  S e l e c t e d  D e v e l o p e n t  
A c t i v i t i e s  account  w i l l  be  provided i n  FY 1984. 



4. Educat ion ($3.0 m i l l i o n  DA, FY 1984 Supplemental ;  $15.0 m i l l i o n  DA, FY 
1985). The Salvadoran p u b l i c  e d u c a t i o n  system has  d e t e r i o r a t e d  markedly 
d u r i n g  r e c e n t  y e a r s  because  o f  t i g h t  b u d g e t s ,  i n c r e a s i n g  school-age 
p o p u l a t i o n ,  and major r u r a l - u r b a n  migra t ion .  Supplemental Education funds i n  
FY 1984 and Funds from t h i s  same account  i n  FY 1985 w i l l  be  used  t o  a c c e l e r a t e  
t h e  r e s t o r a t i o n  work o f  primary and secondary s c h o o l s ,  t o  improve 
i n s t r u c t i o n a l  m a t e r i a l s ,  t o  improve program management and implementat ion 
s y s t e m s ,  t o  ex tend  and improve programs f o r  post -secondary t e c h n i c a l  
e d u c a t i o n ,  and r e s t o r e  e d u c a t i o n a l  t e l e v i s i o n  f a c i l i t i e s  t o  con t inue  mass 
e d u c a t i o n  programs developed i n  t h e  1970s. 

5 .  Scho la r sh ips  ($1.0 m i l l i o n  DA, FY 1984 Supplemental ;  $7.0 m i l l i o n  DA, FY 
1985).  Supplemental Education and Human Resources funds i n  t h e  amount o f  $1.0 
m i l l i o n ,  t o g e t h e r  wi th  $7.0 m i l l i o n  i n  FY 1985 f u n d s ,  w i l l  f i n a n c e  t h e  
e s t a b l i s h m e n t  o f  an A . I . D .  program t h a t  t o g e t h e r  wi th  s s i m i l a r  U.S.I.A. 
program w i l l  provide long-  and s h o r t - t e r m  s c h o l a r s h i p s  t o  t h e  United S t a t e s  
f o r  t e c h n i c a l ,  v o c a t i o n a l  o r  academic t r a i n i n g .  The A. I .D .  and U.S. I . A .  
programs shou ld  f inance  a b o u t  960 long-term and 960 s h o r t - t e r m  s c h o l a r s h i p s  
through 1989. A.I.D. w i l l  a l s o  seek  U.S. p r i v a t e  s e c t o r  a s s i s t a n c e  i n  s u p p o r t  
o f  t h e  program (e .g . ,  d e f r a y i n g  a  p o r t i o n  o f  t r a n s p o r t a t i o n  c o s t s  o r  d i r e c t  
p r o v i s i o n  o f  v a r i o u s  t y p e s  o f  t e c h n i c a l  t r a i n i n g ) .  

6.  Humanitarian A s s i s t a n c e  ($12.0 m i l l i o n  DA, FY 1984 Supplemental  ; $10.0 
m i l l i o n  DA, FY 1985; $10.0 m i l l i o n  PL.480 T i t l e  11, FY 1985) These r e q u e s t e d  
funds ,  combined wi th  Funds a v a i l a b l e  under t h e  1984 Cont inu ing  R e s o l u t i o n ,  

w i l l  f i n a n c e  an expansion and improvement o f  t h e  ongoing Heal th  and Jobs  f o r  
Displaced Persons  p r o j e c t  (519-0294). The p r o j e c t  w i l l  f i n a n c e  cash-income 
employment o p p o r t u n i t i e s  i n  community-useful p r o j e c t s  (e .g . ,  environmental  
s a n i t a t i o n ,  h e a l t h  s e r v i c e s ,  and o t h e r  b a s i c  needs o f  t h e  d i s p l a c e d  persons ) .  
l h e  p r o j e c t  w i l l  a l s o  a s s i s t  t h e s e  persons  t o  r e e s t a b l i s h  themselves i n  t h e i r  
home comnarnities when s e c u r i t y  c o n d i t i o n s  pe rmi t .  The FY 1985 funding r e q u e s t  
is p r i m a r i l y  in tended f o r  r e s e t t l e m e n t  a c t i v i t i e s  t o  f i n a n c e  s e l f - h e l p  s h e l t e r  
c o n s t r u c t i o n ,  a g r i c u l t u r a l  t o o l s  and i n p u t s ,  food s u p p l i e s  u n t i l  l o c a l  
p roduc t ion  is p o s s i b l e ,  and b a s i c  medical  s e r v i c e s .  The program w i l l  work 
through a  v a r i e t y  o f  mechanisms: t h e  WES c o o r d i n a t i n g  agency ,  i n t e r n a t i o n a l  
o r g a n i z a t i o n s ,  and PVOs. P.L. 4 8 0  T i t l e  I1 food commodities w i l l  be provided 
through PVOs t o  a d d r e s s  t h e  n u t r i t i o n a l  needs o f  d i s p l a c e d  persons .  

7. P u b l i c  Admin is t ra t ion  Re form and I n t e r n a t i o n a l  Execut ive  S e r v i c e  Corps 
($500,000 DA, FY 1985) .  I n  r e s p o n s e  t o  t h e  B i p a r t i s a n  Commission 
reconrmenda t iks ,  $500 ,000 i n  FY 1985 s e l e c t e d '  Development A c t i v i t i e s  funds 
w i l l  be  used  t o  improve p u b l i c  a d m i n i s t r a t i o n  t echn iques  i n  v a r i o u s  
government i n s  t i  t u t i o n s  and t h e  i n t e r n a l  management methods o f  small 
b u s i n e s s e s .  This w i l l  b e  accomplished w i t h  t h e  h e l p  o f  t h e  I n t e r n a t i o n a l  
Execut ive  S e r v i c e  Corps. 

8. Other S e l e c t e d  D e v e l o p e n t  A c t i v i t i e s .  ($2.3 m i l l i o n  DA, FY 1984 
Supplemental ;  $2.5 m i l l i o n  DA, FY 1985). These amounts w i l l  b e  used t o  fund 
OPGs and o t h e r  s p e c i a l  development a c t i v i t i e s .  



D. Democratic I n s t i t u t i o n s  and Human Rights  

El Sa lvador  w i l l  b e n e f i t  i n  bo th  FY 1984 and FY 1985 from a  r e g i o n a l  program 
d e s i g n e d  t o  promote and s u p p o r t  t h e  e f f o r t s  o f  governments and p r i v a t e  l e g a l  
i n s t i t u t i o n s  i n  C e n t r a l  America t o  d e v e l o p ,  enhance and m a i n t a i n  f a i r  and 
e f f e c t i v e  sys tems f o r  t h e  a d m i n i s t r a t i o n  o f  j u s t i c e .  Program a c t i v i t i e s  i n  FY 
1984 and FY 1985 w i l l  i n c l u d e  s c h o l a r s h i p  programs, s u p p o r t e d  by U.S. I.A. ; 
s e m i n a r s  and t r a i n i n g  programs aimed a t  s t r e n g t h e n i n g  t h e  r o l e  o f  b a r  
a s s o c i a t i o n s ,  improving the  i n v e s t i g a t o r y  and e v i d e n t i a r y  procedures  o f  t h e  
v a r i o u s  c o u r t s ,  and u p d a t i n g  l e g a l  codes and p u b l i c a t i o n s ;  and p r o f e s s i o n a l  
development c o u r s e s  f o r  o f f i c i a l s  invo lved  i n  t h e  l e g a l  p r o f e s s i o n .  



SUMMARY OF ACTIVE AN0 PRDPOSED DROJECTS 
( I Y  TBOUSAYDS OF DOLLARS) 

PROJECT T I r L E  + L PRDJECT FY OF FY OF T3TAL - T H S O U G ~  i 1 9 3 -  -ESTIHPTED F Y S C -  - P R O ~ O S E J  5 ~ 3 5 -  
I NUYSER I N I T f A L  F I N A L  P3OJTCT CJST O3LIG EXPEN31 J 3 L I G  TXPENJI  3 8 L I t  EXPEND1 
G OSLIG OBLIG AVTUO PLANNED ATIJNS TUQES ATIONS TURES PTI3YS TURFS 

A iRI tULTURE,  RURAL DEV. AVO NUTRITION 

PR2GRhM DE#ELOPnENT AN0 G 5 1 9 - 5 1 6 7  7 4  C --- --- 1,313 1,165 2 5 9  3 7 5  250  203  
SUPPORT - 4RDN 

SMLLL FARM I a R I G A T I O N  
S l j T E M S  

S l A L L  PRODUCER OEVELOPqEYT 

SltALL PRODUCER OEVELOPMENT 

H E I L T d  AN0 NUTRITION 

ASRARIAN afFDRM ORGANIZATIJN 

AGRARIAN R I F O R I  O R G I N I I A T I 3 N  

AGRARIAN RtFORd CREDIT 

AGRARIAN REFORM CREJIT  

AGRARIAN REFORM SECT03 G 5 1 9 - 0 2 6 5  53 8 6  4,900 4,903 1,523 --- 1,733 2,513 1,580 1,630 
SUPPORT 

AGRARIAN  FORM S E C T O R  L 519-0265  33 8 6  33,030 30,390 7,700 --- 3,359 12,003 6,033 9,035 
SUPPORT 

NEd A C T I V I T I E S  G 5 1 9 - 9 9 9 3  94 8 5  l l r D O 0  --- 5,000 21000 6,331 4,400 --- --- 
PRIVATE AN2 VOL G 5 1 9 - 9 1 9 9  7 9  C --- --- 2,323 1,196 1,753 1,355 6 5 0  1,459 
O P i P N I Z A T I J N S  - OPG'S 

TOTAL FOR ACCOUNT 
GRANTS 
LOANS 

PJPULATIOX PLANNING 

F A M I L Y  PLA3NIUC A%D G 5 1 9 - 0 1 4 9  66 82 10,229 10,312 10,112 7,493 --- 5 1 4  --- --- 
POPULATION 

PZJGPAU 3EVELOPMENT & N O  G 5 1 9 - 0 1 5 1  7 4  C --- 9 3 5 1 1 4 4  1 3 5  5 0 53 --- 
SUPPORT - P3P 

 HE^ ACTIVITIES G 519-9998  34 a s  --- 7,150 --- --- ' r 3 0 0  8 J 1  5,153 2,860 



SUHHARY OF A C T I V E  AND PROPOSED PROJECTS 
( I N  THOUSANDS OF D C L L P R S )  

P R O J E C T  T L T L E  

P R I V A T E  AND VOL 
O R G L N I L L T I D N S  - OPG'S 

L  P R O J E C T  
I N U 1 8 E Q  
" 

T O T A L  FOR A C t O U V T  
G R L N T S  
L O A N S  

H E A L T H  

P R 3 G R A M  D E V E L O P M E N T  A N 0  
S U P P O R T  - 4 E  

R J P A L  P O T A B L E  UATER D E L I V E R Y  

H E A L T H  AND N U T P I T I 3 Y  

H E A L T H  S Y S T E M S  V I T A L I Z 4 T : O Y  

H E L L T H  S Y S T E M S  V I T A L I Z A T I O N  

N E Y  A C T I V I T I E S  

P R I V A T E  AN2 V O L  
O P ~ A N I L A T I 3 N S  - O P S ' S  

T O T A L  FOR ACZOUNT 
G R A N T S  
L O A N S  

E D U C A T I O N  AND HUHAN RESOURCES 

P P J G R A M  OEVELOPMENT AND 5 5 1 9 - 0 1 5 3  
S U P P O R T  - EHR 

R J P A L  P R I ! 4 4 R Y  E D U C A T I O N  G  5 1 9 - 3 1 9 0  

R U P A L  P R I M P R Y  E D U C A T I O N  L 5 1 9 - 0 1 9 0  

N E d  A C T I V I T I E S  G  5 1 9 - 9 9 9 8  

T O T A L  FOR ACCOUNT 
G R A N T S  
L O A N S  

F Y  OF 
I N I T I A L  

O B L I G  

7  9  

7 4  

7  9  

8 0  

3 3 

8  3  

34 

7 9  

7  4 

7 9  

7 9  

3 4 

F Y  O F  T O T A L  
F I N A L  P R O J E C T  COST 
O B L I G  AUTHD P L A N N E D  

CP 35 

- T n 2 O U G *  V 8 3 -  - E S T I M A T E D  pY84- -PROPOSED F Y 8 5 -  
0 8 L I G  E X P I V O I  0 3 L I G  i X P f N D 1  O B L I G  E X P E N J I  

T U R E S  P T I O N S  T U R F S  



SUMflARY JF PCTIVE AVO PROPOSE0 PROJECTS 
( I N  THOUSANOS OF DOLLARS) 

PR3jRAM: EL SALVADJR CP 85 

PRJJECT T I T L E  + L  PRJJECT F I  OF FI OF T3TAL -1HIOU;Y FY33- -ESTIYATED FY94- -PROPOSED F135-  
I NUYBER I N I T I A L  F I N A L  PROJECT COST J 3 L I G  EXPENJI O a L I G  EXPEND1 OBLIG EXPEY31 
G OSLIG O B L X G  4 u T n o  PLANNED 4TIOYS T U R E S  ATIONS T U R E S  PTIDYS T U R F S  

SELECTZD DEVELOPMENT A C T I V I T I E S  

SPECIAL DtViLOPMENT i 519-0194  7 0  C --- --- 7 3 0  4 8 2  3 5 3  6 5 0  3 5 5  3 5 0  
ACTIVITIES 

PR3GRAM DEVELOPMENT AN3 G 519-0177  7 4  C --- --- 1,220 7 1 3  5 0 5  8 0 7  5 0 0  500  
SUPPORT - SO* 

MAP;lNAL C3MMUNITI G 517-0251  8 0  5 1  6 5 0  6 0 0  6 5 5  4 2 6  --- 1 3 9  --- 3 5  
I*?ROYEkENT 

PUBLIC SECTOR EMPLOYMENT G 519-0256  3 3  33 955  955  5 5 5  1 1 7  --- 3 3 8  --- --- 
KSFORM AN0 POLICY PLANNIYG G 519-0260  8 0  85 1,950 4,200 1,753 672 1,253 1,300 1,SOO 1,000 

HZALTH AND JOBS FOa 
DISPLACED PERSONS 

NEd A C T I V I T I E S  G 5 1 9 - 9 9 9 8  3 4  d 5  --- 26,150 --- --- 15,900 6,003 1 1 ~ 1 5 0  10,460 

TOTAL FOR ACCOUN7 
GRLNTS 
LOANS 

ECONORIC SJPPORT FUND 

&GRAZIAN REFORM 0R;LNIZATIDN G 519-5262 8 0  8 3  5,198 6,196 6,198 5,041 --- 1,157 --- --- 
P R I Y A I E  SEZTDR SUPP3RT I t 517-3267 3 1  35  245,000 400,350 240,555 2 0 2 , 0 0 9 8 0 , 0 3 0  113,003 33,000 59,300 

P U 3 L I C  SERVICE RESTJRATION G 519-027)  82 d 5  14,629 38,600 14,600 --- 12,303 12,005 12,900 l2,JOO 

P U S L l C  SERVICE REST3RATION L  519-O27P 3 2  3 5  13,400 13,450 1 3 r i 0 0  9,434 --- 3,915 --- --- 
HEALTH AN0 JOBS FOR G 519-0261  33 d5 --- 15,000 --- --- 7,503 7,505 7,533 7,502 
OISPLACEO PERSONS 

I N 3  S T I S I L I Z A T I O N I R E ~ O V E R Y  G 5 1  9-0287 3 4  8 6  --- 50,000 --- --- 15,003 10,003 1 5 r O O I  10,300 
SEZTOR SUPPOR 

SALVADORAN ELECTIDNS PROGRAM 5  5 1 9 - 3 2 9 3  3 3  3 3  31400 3,400 3,100 4 3 6  --- 2,964 --- --- 
A J D I C I A L  REFORM 

NEd A C T I V I T I E S  



SUMMART OF A C T I V E  A X 3  P R O P O S E D  P R O J E C T S  
( I N  T H O U S A N D S  O F  D O L L A R S )  

PROGRAM: EL S A L V A D O R  

P R J J E C T  T I T L E  

P R I V A T E  A N 3  V O L  6  5 1 9 - 3 9 9 3  7 9  
G a ; A N I Z A T I J N S  - O P G ' S  

T O T A L  FOR A C C 3 U N T  
G R A N T S  
L O A N S  

T O T A L  F O R  C 3 J N T R Y  
G R A N T S  
L O A N S  

i T  O F  T O T A L  -TH.?OUGS F Y 3 3 -  - E S T I V A T E D  F Y 8 4 -  - P R O P O S E 0  F Y 8 5 -  
F I N A L  P R O J E C T  COST O B L I G  E X P E N D 1  O B L I G  E X P E Y O I  O B L I G  E X P ' N O I  
O S L I ;  A U T H D  P L A N N E D  A T I O N S  T U R E S  A T I O N S  T U R E S  A T I O N S  T U R E S  





COUNTRY: 1 5 2 0  I GUATEMALA 
FY 8 5  CP ECONOMIC AN0 SOCIAL DATA 

*BASIC DATA* ------ 
TOTAL POPULATION.. ITHOUSANOCIMIO 1 9 8 3 )  7.714 

PER CAPIT4  GNP.. ........ I OOLLARSI 1 9 8 1  I 11140 

A N W A L  PER C A P I T A  REAL GNP GROWTH RATE.. 11970-811  2.51 

ANNUAL RATE OF I N F L A T I O N  ( 1 9 7 0 - 8 1 )  10.41 
MACHIN'VITRANSP 

NATIONAL INCOHE RECEIVE0 BY LOW 2 0 1  OF POPULATION..I197OI 5.0% 

L I F E  EXPECTANCY AT BIRTH, 1 N  YEARS 
1 1 9 8 2 1  TOTAL 59.2 MALE 57.4 FEMALE 61.0 
1 1 9 7 0 1  TOTAL 52.9 MALE 52.1 FEMALE 53.8 

*FOREIGN TRADE* 

MAJOR EXPORTS.. . 1 1 9 8 0 )  COTTON *COFFEE . SUGAR 

EXPORTS TO U.S. 
I S  MILLIONSI US*  FOB) 1 1 9 8 0 )  4 2 0  I 1 9 8 1 1  2 2 3  1 1 9 8 2 1  3 3 1  
AS % OF TOTAL EXPORTS ( 1 9 7 9 1  3 0 %  1 1 9 8 0 1  2 8 %  I 1 9 8 1 1  1- 

I M W R T S  FROM U.S. 
I S  MILLIONS. US. C I F I  I 1 9 8 0 1  5 5 2  1 1 9 8 1 )  5 6 6  11982 :  429 
AS % OF TOTAL IMPORTS 1 1 9 1 9 1  3 5 1  1 1 9 8 0 1  371 1 1 9 8 1 1  371 

ADULT LITERACY RATE 1 1 9 7 3 1  TOTAL 4 6 1  MALE 5 4 1  FEMALE 3 9 %  TRADING PARTNERS: UNITED STATES * E L  SALVADOR .WEST G E R M W  

EXTERNAL PUBLIC DEBT AS 1 OF GNP 119(111 12.11 

-- SERVICE PAYMENTS ON EXTERNAL PUBLIC DEBT, 
ANNJAL PER CAPITA AGRICULTURAL PRODUCTION GRCYTH RATE I S  MILL IONS*  U.S.I... ........................... 1 1 9 8 1 )  50 

1 1 9 7 3 - 1 9 8 2 1  -0.31 AS % OF EXPORT EARNINGS IOEBT SERVICE RATIO).... 1 1 9 8 1 1  3.91 

AGRICULTURAL PRODUCTION AS I OF GDP...+.........I .I .% *SOCIAL DATA* 

POPULATION DENSITY / 5 9  M I  OF AGRICULTURAL LAN0 I1979 6 7 9  POPULATION GROWTH RATE... 1 1 9 7 0 1  2.n 1 1 9 7 8 1  3.21 119831 3-11 

MAJ'3R CROP I S  I 
SUBSISTENCE: CMIN rSOUASH .PULSES 
CASH: COFFEE .RAW SU.GAR rCOTTON 

ARABLE LAND YEAR LIVE BIRTHS PER 1.000  POPULATION..^..^^^^^ 4 2  11983)  66 
5 7 1  1 1 9 8 2 1  
3 7 1  1 1 9 8 2 )  MARRIED WOMEN AGE0 1 9 - 4 4  YRS. USING CONTRACEPTIOn. 1 1 9 7 8 1  18.21 

MAJOR AGRICULTIXAL EXPORTS: l19821 COFFEE .COTTON .RAW SUGAR POWLATION 1 1 9 8 2 1  I N  AGE GRWP: 
(0-16VRSI 45.01 115-64YRSl  52.01 l 6 5 +  Y R S l  3 - 0 1  

MAJOR AGRICULTURAL IMPORTS:I1982) WHEAT 10AIRY PRODS. .OTHER GRAINS 
I N F I N T  DEATHS I N  F I R S T  YR OF L I F E  PER 1000 L I V E  8 I R T H S  I 1 9 8 3 1  66 

PROPORTION OF LABOR FORCE I N  AGRICULTURE........I19801 5 5 %  

*CENTRAL GOVERNMENT FINANCES* 
PEOPLE PER PHYSICIAN................ I 1 9 8 2 1  1.833 

Y. ,no r-.IICSC "S ..""*.. """..< -. 
TOTAL REMNUES AN0 GRANTS I S  MILLIONS. U.S.1 DISEASE 1 1 9 8 2 1  ENTERIC DISEASE .ACUTE RESP. I N F E  9 

I 1 9 7 8  I 661 I 7 9 8  666 1 8 0 )  7 4 4  DEATH.. I 1 9 8 2 1  ACUTE RESP. I N F E  tENTERIC DISEASE .OEFIClENT D l E T  
T O T l L  EXPENOITVRES AND NET LENDING I $  MILL IONS,  U.S.1 

1 1 9 7 8  1 7 3 3  I 7 9 1  8 1 6  I 8 0 1  1 1 0 8 7  PER CAPITA CALORIE SUPPLY AS A 1 OF REWIREMENTS.. 1 1 9 7 7 1  921 
D E F I C I T ( - l  OR SURPLUS I S  MILLIONS. U.S.1 

1 1 9 7 8  1 -71 I 7 9 1  -149 1 8 0 1  - 3 4 4  POPUUTION WITH REASONABLE ACCESS TO SAFE WATER SUPPLY119761 4 0 1  
DEFENSE E X P E N D I T W E S t  

AS X OF TOTAL EXPENDITURES.. I 1 9 7 8 1  10.0% 1 7 9 )  10.4% 1 8 0 1  9 - 3 8  TOTAL SCHOOL ENROLLMENT AS 1 OF POPULATION 1 N  AGE GROUPr 
AS % OF GNP................. 1 1 9 7 8 )  1 - 2 1  I 7 9 1  1.21 1 8 0 1  1.31 PRIMARY......... I 1 9 8 0 1  TOTAL 69-01 MALE 74-01 F H A L E  63.01 

SECONDARY....... 1 1 9 8 0 )  TOTAL 1 5 - 0 2  MALE 15.0% FEMALE 14.01 
O F F I C I A L  INTERNATIONAL RESERVES, GROSS HOLDINGS EN0 OF PERIOD. POST SECONDARV.. I 1 9 7 7 1  TOTAL 3 - 8 1  MALE 5.61 FEMALE 2.01 

ISMILL IONSI  U.S.1 1 1 9 8 0 1  467 I 8 1 1  1 7 2  1 8 2 1  1 3 4  
EQUIVALENT TO 1.3 MONTHS OF INPORTS 1 1 9 8 1 )  ENERGY PROWCTION AS 1 OF CONSUMPTION.-.-~.~.~.~.~l1981~ 20.31 



U.S. OVERSEAS LOANS A N 0  GRANTS - OBLIGATIONS A N D  LOAN AUTHORIZATIONS 
/US Fires1 Yeam - Mdlions of Dollam1 

COUNTRY GUATEMALA 

I I I I 
FOREIGN ASSISTANCE ACT PERIOD 

TOTAL REPAY. 
LOANS AND MENTE AND 

PROGRAM GRANTS lNTEREST 

1979 lea0 l(111 
1-2 1-2 t n s  1.82 

I. ECONOMIC ASSISTANCE - TOTAL . . . .  1 J. 6 24.7 13.3 19.3 15.5 492.6 156.5 
LO.", . . . . . . . . . . . . . . . . . . . . .  I - 14.5 5.3 5.6 3.0 193.3 156.5 
Gnnn . . . . . . . . . . . . . . . . . . .  13.6 13.1 3.3 13.4 12.5 299.3 - 

MENTS AND 
INTEREST 

- - 

A ASSISTANCE FROM INTERNATIONAL AGENCIES - Mml ' lMENT.  

g . , p g m n m  

AF38 
UNJP 
OTdEP-UN 
EE: 

6 BILATERAL OFFICIAL DEVELOPMENT  ASSIST^ 

1. -" 
b. F..rlorh...IPLual . . . . . . . . . . . . . . . . .  4.6 5.3 3.3 7.5 5.6 75.8 

1 
LO.", . . . . . . . . . . . . . . . . . . . . .  - - 
crann . . . . . . . . . . . . . . . . . . . . . . .  6.6 5.3 3.3 7.5 5.6 CY 1981 CI 1982 C1 1978-82 

Tltk I TO,., S3.,A~",rn.",, . . . . . . . . .  - - - - 
~w.yabl8 m US. 0dl.n. ham . . . . . . . . . . . .  - - - - 19.0 22.0 93.0 
h y . b k m  ~~n,pncvrnnc~ ~~medtmcovnfnum - - - - 5.8 5.3 29.4 
Tlna 1 1 -  Total Gmu . . . . . . . . . . . . . . . . . . .  4.6 5.3 3.3 7.5 5.6 75.8 1.3 1.3 10.6 - Em E.. Rei8.1, EC~~.O.~~~P.LL Wadd Food Prwm 3.1 0.2 0.3 1.3 5.6 2.0 1 .3  10.2 
V o l u s q  Rl l#dr*ncis  . . . . . . . . . . . . .  4.5 5.3 3.1 7.2 4.3 73.2 1.5 1.4 6.5 

Other 2.9 2.0 12.4 
G r E @  . . . . . . . . . . . . . . . .  1.5 2.3 1.) 2.4 1.7 97.0 14.5 82.5 Total 

Lon, . . . . . . . . . . . . . . .  - - 0.1 29.3 1..5 
Grant, . . . . . . . . . . . . . . .  2.3 I . ?  2.3 1.7 67.7 67.7 

R a a  Corps . . . . . . . . . . . . . .  1.5 2.3 1.3 2.3 1.7 21.7 - 21.7 

Ill. TOTAL ECONOUICANO YILIT1RY ASSWAMCE . . 15.6 24.7 13.3 19 .3  5 5  534.1 169.7 364.4 
Loam . . . . . . . . . . . . . . . . . . . . . . . . . . .  14.6 5.3 5.6 3.0 234.3 169.7 34.3 I I - Gma . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13.6 13.1 5.3 13.4 12.5 333.1 - 330.1 

* .ESS T H L N  1 5 0 ~ 0 1 3 .  I 
I 

83 



GUATEMALA 

PROGRAM SUMMARY 
(In thousands of dollars) 

a .  Disaster Assistance Funds 

F y  1 9 8 5  
PROGRAM HIGHLIGHTS 

- $ 3 5  m i l l i o n  i n  E S F  f o r  b a l a n c e - o f - p a y m e n t s  s u p p o r t .  

- $ 9  m i l l i o n  t o  d i v e r s i f y  and i n c r e a s e  c r o p  p r o d u c t i o n .  

- $ 7  m i l l i o n  t o  promote  and d e v e l o p  a g r i b u s i n e s s .  

- $ 1 5 . 2  m i l l i o n  t o  s u p p o r t  l a n d  m a r k e t i n g .  



- 
RESOURCE FLOWS 

(In thousands of dollan) ---7 -- 

FY 1984 
(Estimated) 

PERSONNELIPARTICIPANTS DATA I 

F y  1985 
(Proposed) 

Loans 
- Grants 

Total AID 
P.L. 480" 

Title I 
(of which Title I l l  is) 
Title I I  

Total P.L. 480 
Total AID and P.L. 480 -- 

AID Personnel a 
Direct Hire I 15 15 19 

Aid 

*AID leveh represent actual and estirnared expenditures 
P. L. 480 levels~present actual and estimated value of shipments 

19,700 
3.357 

21.057 

-- 
( -- 1 

5,349 
5.349 
28,406 

aU.S. nationals on duty at the end of  the fiscal year. 
b~~ 1984 and 1985 oosition levels 

PASAC 
. Contract 

Total 
Participants d 

Noncontract 
Contract 

P.L. 480 
(000 Mr/$OOO) 

17,611 
14.303 
31.914 

7,000 
( -- 1 

4,952 
11,952 
43,866 

12,870 1 
58 .061 
70.971 

16,000 
( -- 1 

5,353 
21.353 
92,284 

-- 
6 
21 

-- 
-- 

Program 

Title I 
Wheat 
R~ce 
Feedgrains 

5 
5 

25 

-- 
-- 

5 
12 
56 

-- 
-- 

FY 1983 
(Actual) 

FY 1985 
(Proposed) 

M T  

-- 
-- 
-- 

M T  

64 -- 
-- 

FY 1984 
(Estimated) 

$ 

-- 
-- 
-- 

$ 

10,000 
-- 
-- 

M T  

-- 
-- 
-- 

$ 

-- 
-- 
-- 



GUATEMALA 

Overview and S t r a t e g y  

A. I n t r o d u c t i o n  and C b j e c t i v e s  

Guatemala 's  geographic  p o s i t i o n  and r e s o u r c e  endowment g i v e  it g r e a t  
importance f o r  U.S. i n t e r e s t s  i n  t h e  Caribbean Basin.  As t h e  l a r g e s t  coun t ry  
i n  C e n t r a l  America, which b o r d e r s  on kkx ico ,  i t  i s  a  k e y  a c t o r  i n  t h e  
p o l i t i c a l  drama now p l a y i n g  i n  t h e  reg ion .  Its r i c h  s o i l s  a r e  capab le  o f  
producing a  wide v a r i e t y  o f  t r o p i c a l  and temperate  zone c r o p s .  It has  a  
s i z a b l e  o i l  r e s e r v e .  It has  a  l a r g e  manufactur ing s e c t o r ,  a  s k i l l e d  
e n t r e p r e n e u r a l  c l a s s ,  and a n  e x t e n s i v e  pool o f  s k i l l e d  l a b o r ,  a l l  o f  which 
have grown u p  d u r i n g  two decades  o f  i n d u s t r i a l  growth in  t h e  r e g i o n a l  marke t .  

However, (*latemala is plagued by a  number of s o c i o - p o l i t i c a l  prob l e a s  which 
pose s e r i o u s  c o n s t r a i n t s  t o  t h e  r e a l i z a t i o n  o f  t h e  c o u n t r y ' s  economic 
p o t e n t i a l .  The p o l i t i c a l  s c e n e  can be c h a r a c t e r i z e d  a s  p o l a r i z e d  between l e f t  
and r i g h t ,  w i t h  l i t t l e  popular  p a r t i c i p a t i o n  i n  the  p o l i t i c a l  p r o c e s s ,  and 
dominated by m i l i t a r y  and o t h e r  e l i t e s  t h a t  have g iven  t h e  c o u n t r y  o n e  o f  t h e  
w o r s t  human r i g h t s  r e c o r d s  i n  t h e  hemisphere.  In s p i t e  o f  i t s  w e a l t h ,  
Guatemala a l s o  has  t h e  w o r s t  d i s t r i b u t i o n  of income and w e a l t h  i n  C e n t r a l  
America. T h i s  has  produced l a r g e  pockets  o f  pover ty--  p r i n c i p a l l y  i n  t h e  
h igh lands  region--  where a  l a r g e  pe rcen tage  o f  t h e  p o p u l a t i o n  f a c e s  ex t remely  
poor c o n d i t i o n s  o f  l i f e .  

W e  propose  an a s s i s t a n c e  program f o r  Guatemala t h a t  w i l l  i n c l u d e  t h e  f o u r  
p r i n c i p a l  goa l s  t h a t  the  Nat ional  B i p a r t i s a n  Commission on C e n t r a l  America 
recommended f o r  t h e  r e g i o n :  ( 1 )  economic s t a b i l i z a t i o n ,  ( 2 )  g rowth ,  (3)  
e q u i t y  and ( 4 )  d e m o c r a t i z a t i o n .  However, a  major a s s i s t a n c e  program f o r  
Cbatemala can be  under taken  o n l y  i f  t h e  government commits i t s e l f  t o  
d e m o c r a t i z a t i o n  and c u r b s  i t s  human r i g h t s  abuses .  

B. Performance and Problems 

Qlatemkla 's  r e a l  g ross  domes t ic  product  (GDP) i n c r e a s e d  a t  a n  average  annual  
r a t e  o f  abou t  6% between 1965 and 1979, b u t  r e a l  growth slowed t o  3.5% i n  
1980. I n  1981  r e a l  GDP grew by o n l y  0 .9%,  and i n  1982 i t  f e l l  b y  3.5%, t h e  
f i r s t  such d e c l i n e  i n  more than  30 y e a r s .  A f u r t h e r  2.5% d e c l i n e  i n  GDP is 
e s t i m a t e d  t o  have o c c u r r e d  i n  1983. 

Although Guatemala 's  e x t e r n a l  d e b t  burden i s  n o t  a s  l a r g e  a s  t h o s e  o f  i t s  
C e n t r a l  American n e i g h b o r s ,  i t  does  face  s e r i o u s  e x t e r n a l  f i n a n c i a l  
d i f f i c u l t i e s .  Guatemala 's  c u r r e n t  account  d e f i c i t  r o s e  from a  y e a r l y  a v e r a g e  
o f  about  $200 m i l l i o n  f o r  t h e  1978-1980 per iod t o  $565 m i l l i o n  i n  1981 and 
$371 m i l l i o n  i n  1982. These l a r g e  d e f i c i t s ,  combined w i t h  d e c l i n i n g  c a p i t a l  
account  s u r p l u s e s  (and even c a p i t a l  account  d e f i c i t s  i n  1980 and 1982, t h e  
f i r s t  s i n c e  1953) ,  have  r e s u l t e d  i n  a  d r o p  i n  Guatemala 's  year-end n e t  
i n t e r n a t i o n a l  r e s e r v e  p o s i t i o n  from $733 m i l l i o n  i n  1978 t o  minus $28 m i l l i o n  
i n  1982. 



I n i t i a l l y  t h e  Government o f  Guatemala (C3JG) pursued  e x p a n s i o n a r y  monetary  and 
f i s c a l  p o l i c i e s  t o  c o u n t e r a c t  the  c o u n t r y ' s  economic downturn. P u b l i c  s e c t o r  
d e f i c i t s  grew from $51 m i l l i o n  i n  1978 t o  $616 m i l l i o n  i n  1981 (from 0.8% t o  
7 .1% of  GDP). I n  1982, however, t h e  MG reduced i t s  p u b l i c  s e c t o r  d e f i c i t  t o  
$386 m i l l i o n  (4.3% o f  QIP),  p r i m a r i l y  through r e d u c t i o n s  i n  c e n t r a l  government 
c a p i t a l  e x p e n d i t u r e s .  To h e l p  r e s t o r e  e x t e r n a l  f i n a n c i a l  e q u i l i b r i u m ,  t h e  MG 
n e g o t i a t e d  a  second s t a n d b y  program w i t h  t h e  I n t e r n a t i o n a l  Monetary Fund (IMF) 
i n  h g u s t  1983. Program g o a l s  i n c l u d e d  improving the  c e n t r a l  bank 's  l i q u i d i t y  
p o s i t i o n  (which had d e t e r i o r a t e d  due t o  t h e  wi thdrawal  o f  s h o r t - t e r m  c r e d i t  
l i n e s  extended by f o r e i g n  p r i v a t e  b a n k s ) ,  a c h i e v i n g  balance-of-payments 
e q u i l i b r i u m  i n  1983 and a  s m a l l  s u r p l u s  i n  1984,  and  improving c e n t r a l  
government r evenues .  Accordingly ,  the  government r e c e n t l y  i n t r o d u c e d  a  
value-added t a x  t o  r e p l a c e  t h e  c o u n t r y ' s  s tamp t a x .  Desp i t e  p o l i t i c a l  and 
a d m i n i s t r a t i v e  problems i n  implementa t ion o f  t h i s  new t a x ,  i n c r e a s e d  revenue 
y i e l d s  a r e  expec ted ,  and t h e  e f f i c i e n c y  o f  t h e  o v e r a l l  t a x  sys tem s h o u l d  
improve as w e l l .  

Major Problems 

Qlatemala ' s  economy i s  s t i l l  based p r i m a r i l y  on a g r i c u l t u r e  (26% o f  t h e  GDP i n  
19821, which is dominated by l a r g e  farms producing c o f f e e ,  c o t t o n ,  bananas ,  
s u g a r ,  and bee f  f o r  e x p o r t .  The manufac tu r ing  s e c t o r  grew r a p i d l y  a f t e r  1960 
under t h e  s t i m u l u s  o f  t h e  C e n t r a l  American Common Market (CA(EL), b u t  t h i s  
g r c u t h  h a s  n o t  been o r i e n t e d  t o  e x t r a r e g i o n a l  markets  and h a s  n o t  made a  major 
c o n t r i b u t i o n  t o  p rov id ing  t h e  jobs needed by a  r a p i d l y  growing l a b o r  f o r c e .  
h r t h e r m o r e ,  Qla temala ' s  economy c o n t i n u e s  t o  r e l y  on t h e  e x p o r t a t i o n  o f  
primary p roduc t s  t o  e x t r a r e g i o n a l  m a r k e t s ,  and the  p r i c e s  o f  the  c o u n t r y ' s  
major expor ts- -coffee  and  sugar--have f a l l e n  s h a r p l y  a s  a  r e s u l t  o f  t h e  wor ld  
r e c e s s i o n .  These lower commodity p r i c e s ,  a l o n g  w i t h  reduced e x p o r t  shipments  
t o  world m a r k e t s ,  have r e s u l t e d  i n  s i g n i f i c a n t l y  d e p r e s s e d  o v e r a l l  e x p o r t  
e a r n i n g s .  Moreover, p r i c e  p r o s p e c t s  f o r  c o f f e e  and sugar  d u r i n g  t h e  remainder  
o f  t h e  decade a r e  n o t  good. Economic problems e l sewhere  i n  C e n t r a l  America 
have i n t e r r u p t e d  t r a d e  w i t h i n  t h e  CACM, the  major market  f o r  Qlatemalan 
manufactured e x p o r t s .  

Inc reased  l e v e l s  of  v i o l e n c e  and p o l i t i c a l  u n c e r t a i n t y  i n  C e n t r a l  America 
g e n e r a l l y ,  a s  w e l l  a s  i n  Qlatemala,  have tended t o  g e n e r a t e  c a p i t a l  f l i g h t  and 
c o n t r a c t i o n  o f  e x t e r n a l  p r i v a t e  c r e d i t s  t o  Qlatemala.  Tourism, a n o t h e r  
impor tan t  g e n e r a t o r  o f  f o r e i g n  exchange,  h a s  a l s o  s u f f e r e d  from the  p o l i t i c a l  
v i o l e n c e .  

Qla temala ' s  widespread pover ty  -- d e s p i t e  a  per  c a p i t a  income t h a t  i s  one o f  
t h e  h i g h e s t  i n  C e n t r a l  America ( e s t i m a t e d  a t  $1,190 i n  1982) -- r e s u l t s  from a  
h i g h l y  unequa l  d i s t r i b u t i o n  o f  income. Income d i s t r i b u t i o n  d a t a  f o r  1970 -- 
t h e  l a t e s t  d a t a  a v a i l a b l e  -- s h w  t h a t  i n  Qlatemala t h e  bot tom 50% o f  t h e  
popu la t ion  ea rned  t h e  l e a s t  s h a r e  and t o p  5% e a r n e d  t h e  g r e a t e s t  s h a r e  o f  
t o t a l  GDP when compared t o  t h e  o t h e r  c o u n t r i e s  of  C e n t r a l  America. The 
poores t  Qlatemalans a r e  t h e  l a r g e l y  ind igenous  r e s i d e n t s  o f  t h e  w e s t e r n  
h i g h l a n d s ,  who comprise  46% o f  the  t o t a l  popu la t ion  (67% o f  t h e  r u r a l  



p o p u l a t i o n )  b u t  l i v e  i n  an a r e a  which h a s  a  d e n s i t y  o f  1 9 1  pe r sons  per  s q u a r e  
k i l o m e t e r  and wi th  o n l y  19% o f  t h e  c o u n t r y ' s  good l a n d s  (0 .2  a c r e s  per  . 
person) .  L i f e  expectancy f o r  t h e  non-Indian p o p u l a t i o n  is 5 8  y e a r s ,  b u t  f o r  
t h e  indigenous  people  o n l y  44 y e a r s .  In  t h e  h i g h l a n d s ,  44% o f  t h e  c h i l d r e n  
aged 7-14 do n o t  a t t e n d  s c h o o l .  

The l a c k  of  s u f f i c i e n t  employment o p p o r t u n i t i e s  e x a c e r b a t e s  t h e  pover ty  
problem. An e s t i m a t e d  33% t o  40% o f  t h e  l a b o r  f o r c e  is unemployed o r  
underemployed. Moreover, much o f  t h e  employed p o p u l a t i o n  is engaged i n  v e r y  
low-produc t iv i ty  work. Low c a p i t a l  endowment per worker ,  a  h i g h  i l l i t e r a c y  
r a t e  and  poor h e a l t h  c o n d i t i o n s  have  c r e a t e d  a  l a b o r  market  i n  which average  
p r o d u c t i v i t y  and wages a r e  low. Over h a l f  o f  t h e  work f o r c e  is r u r a l  and is 
predominant ly  engaged i n  s m a l l - s c a l e ,  s u b s i s t e n c e - l e v e l  p r o d u c t i o n .  Much o f  
t h e  l a b o r  demand i n  t h e  r u r a l  a r e a s  i s  s e a s o n a l ,  based  on s u b s i s t e n c e  
a g r i c u l t u r e  and  m i g r a t i o n  t o  t h e  modern c o f f e e ,  s u g a r  and c o t t o n  farms d u r i n g  
h a r v e s t  times. The i n t e r n a t i o n a l  p r i c e  d e c l i n e s  o f  t h e s e  t r a d i t i o n a l  c rops  
have  c u t  i n t o  t h i s  s o u r c e  o f  employment. T r a d i t i o n a l  a g r i c u l t u r e  -- both  
s u b s i s t e n c e  and e x p o r t  -- thus  o f f e r s  l i t t l e  hope f o r  an  improved employment 
s i t u a t i o n .  I n  f a c t ,  a s  t h e  a v e r a g e  s u b s i s t e n c e  farm s i z e  s h r i n k s  w i t h  t h e  
r a p i d l y  expanding r u r a l  p o p u l a t i o n ,  an  even g r e a t e r  e x c e s s  s u p p l y  o f  l a b o r  
w i l l  deve lop .  

Qla temala ' s  r a p i d  popu la t ion  growth c o n t i n u e s  t o  c o n s t r a i n  i t s  economic 
development p r o s p e c t s .  With an  average  annua l  growth r a t e  o f  3.1% per  y e a r ,  
Qla temala ' s  p r e s e n t  p o p u l a t i o n  of  7.5 m i l l i o n  (mid-1981 e s t i m a t e )  w i l l  g r a v  t o  
exceed  10 m i l l i o n  i n  less than t e n  y e a r s .  This  w i l l  p l a c e  i n c r e a s e d  s t r a i n s  
on t h e  a l r e a d y  i n a d e q u a t e  l e v e l s  o f  s o c i a l  s e r v i c e s  and  w i l l  add  t o  f u t u r e  
employment problems. As y e t  Qlatemala h a s  no n a t i o n a l  p o l i c y  f o r  f ami ly  \ 

plann ing .  

C. S t r a t e g y  and Po l i cy  Agenda 

1. S t a b i l i z a t i o n .  With s h o r t - t e r m  f i n a n c i a l  a s s  is t a n c e  t a r g e t e d  a t  t h e  
f i s c a l  and balance-of-payments a c c o u n t s ,  we e x p e c t  t o  a r r e s t  t h e  downward 
s l i d e  o f  t h e  economy and  perhaps  a c h i e v e  a  modest growth r a t e  o f  3% i n  GDP i n  
1985. The United S t a t e s  w i l l  pu r sue  a  p o l i c y  d i a l o g u e  w i t h  t h e  government 
aimed a t  con t inued  adherence  t o  t h e  IMF f i n a n c i a l  program, improved c e n t r a l  
government a d m i n i s t r a t i o n  and management , r e v i s  ion  o f  t h e  t a x  s t r u c t u r e  and 
impraved t a x  c o l l e c t i o n .  

2. G r m t h  i n  t h e  P r o d u c t i v e  S e c t o r s .  P r o j e c t s  i n  a g r i c u l t u r a l  
d i v e r s i f i c a t i o n  w i l l  a s s i s t  s m a l l  farmers  t o  i n c r e a s e  p roduc t ion  o f  m a r k e t a b l e  
c r o p s .  P r o j e c t s  i n  e x p o r t  promotion w i l l  a s s i s t  t h e  p r i v a t e  s e c t o r  t o  s e e k  
e x t r a r e g i o n a l  markets  f o r  n o n t r a d i t i o n a l  product  l i n e s .  P r o j e c t s  i n  b u s i n e s s  
t r a i n i n g  w i l l  a s s i s t  i n  t h e  development o f  new e n t r e p r e n e u r i a l  s k i l l s  t h a t  
w i l l  b e  r e q u i r e d  i n  a c h i e v i n g  a g r i c u l t u r a l  and e x p o r t  d i v e r s i f i c a t i o n .  

3. Equ i ty .  Grea te r  e q u i t y  i n  t h e  d i s t r i b u t i o n  o f  incolne and  w e a l t h  w i l l  n o t  
o n l y  b e  ach ieved  by s m a l l  farmer  c r o p  d i v e r s i f i c a t i o n ,  b u t  a l s o  by a  program 
o f  l a n d  t r a n s f e r s  and human r e s o u r c e  development.  Through a  program o f  m a r k e t  



t r a n s f e r s  o f  i d l e  l a n d s ,  l a n d l e s s  farmers  w i l l  b e  g iven  a c c e s s  t o  p r o d u c t i v e  
l a n d s .  We a l s o  seek  t o  improve t h e  w e l f a r e  o f  the  poor ,  e s p e c i a l l y  i n  t h e  
h igh land  r e g i o n ,  through h e a l t h  p r o j e c t s  t h a t  w i l l  i n c r e a s e  l i f e  e x p e c t a n c y ,  
by i n c r e a s i n g  schoo l  e n r o l l m e n t s ,  and by reduc ing  p o p u l a t i o n  growth r a t e s .  In 
o r d e r  t o  a c h i e v e  t h e s e  o b j e c t i v e s ,  t h e  03G w i l l  be  encouraged through p o l i c y  
d i a l o g u e  t o  e s t a b l i s h  a p p r o p r i a t e  e x p o r t  i n c e n t i v e s ,  t o  i n c r e a s e  r e l i a n c e  on 
market  f o r c e s ,  t o  f a c i l i t a t e  t h e  flow of c r e d i t  and m a r k e t i n g  s e r v i c e s  t o  
s m a l l  f a r m e r s ,  and t o  p rov ide  s e c u r e  l and  ownership t o  l a n d l e s s  and land-poor 
fa rmers .  

4. Democracy. The p rocess  of  d e m o c r a t i z a t i o n  i n  Guatemala w i l l  b e  a s s i s t e d  
through t h e  r e g i o n a l  program o f  a i d  t o  democra t i c  i n s t i t u t i o n s .  A d i a l o g u e  
w i t h  t h e  GOG w i l l  b e  under taken  w i t h  t h e  purpose  o f  e n c o u r a g i n g  t h e  r e t u r n  t o  
f r e e l y  e l e c t e d  government a s  soon a s  p o s s i b l e  and improving t h e  human r i g h t s  
r e c o r d  o f  t h e  government. 

A. I.D. Program (FY 1983 and FY 1984) 

R e s t r i c t i o n s  on t h e  FY 1984 Program. I n  r e s p o n s e  t o  u n f a v o r a b l e  human r i g h t s  
developments i n  h a t e m a l a ,  Congress r e s t r i c t e d  a s s i s t a n c e  funds f o r  h a t e m a l a  
i n  FY 1984 (under  t h e  Cont inu ing  Reso lu t ion  o f  November 1 4 ,  1983) t o  
development a c t i v i t i e s  c a r r i e d  o u t  by p r i v a t e  v o l u n t a r y  o r g a n i z a t i o n s  (PVOs). 
In  accordance w i t h  t h i s  l i m i t a t i o n ,  A. I. D. h a s  budgeted o n l y  $1.6 m i l l i o n  f o r  
PVO a c t i v i t i e s  i n  FY 1984 under t h e  Cont inuing Reso lu t ion .  P r o g r e s s  on 
s e v e r a l  ongoing p r o j e c t s  h a s  been a d v e r s e l y  a f f e c t e d  by t h i s  fund ing  h i a t u s .  

A. Economic Support Fund (ESF) 

A $10 m i l l i o n  Economic Suppor t  Program l o a n  (520-0309) was provided t o  
Guatemala i n  FY 1983 from t h e  FY 1982 Caribbean Basin  I n i t i a t i v e  supp lementa l  
a p p r o p r i a t i o n  t o  h e l p  a l l e v i a t e  t h e  b a l a n c e a f - p a y m e n t s  d e f i c i t  w h i l e  t h e  GOG 
was n e g o t i a t i n g  a n  IMF s tandby  agreement .  The l o a n  h e l p e d  f i n a n c e  imported 
raw m a t e r i a l s  and i n t e r m e d i a t e  goods f o r  a g r i c u l t u r a l  and i n d u s t r i a l  
p roducers .  The l o c a l  c u r r e n c i e s  g e n e r a t e d  under t h e  ESF agreement a r e  b e i n g  
u t i l i z e d  t o  i n c r e a s e  t h e  e f f e c t i v e n e s s  of  c o o p e r a t i v e s ,  t o  s u p p o r t  PVO 
p r o j e c t s  and t o  advance employment programs d i r e c t l y  b e n e f i t i n g  t h e  r u r a l  
poor .  

B. A g r i c u l t u r e  Rural  Development and  k t r i t i o n  

'Itro thousand f i v e  hundred l a n d l e s s  f a m i l i e s  were  s e t t l e d  on new l a n d s  i n  t h e  
Northern  T r a n s v e r s a l  S t r i p  under  t h e  Small Farmer D e v e l o p e n t  p r o j e c t  
(520-0233). In  FY 1983, a  d3 m i l l i o n  l o a n  under t h i s  p r o j e c t  was provided t o  
c o n s t r u c t  an  a d d i t i o n a l  8 6  miles o f  l a b o r - i n t e n s i v e ,  f a r m - t o m a r k e t  a c c e s s  
roads .  P. L. 480  T i t l e  I1 food-forTork a c t i v i t i e s  a s s i s t  s e t t l e r s  d u r i n g  
t h e i r  i n i t i a l  placement u n t i l  t h e y  produce t h e i r  f i r s t  c r o p s .  Smal l -scale  
r e f o r e s t a t i o n  p r o j e c t s  a l s o  a r e  s u p p o r t e d  w i t h  T i t l e  I1 commodities. The 
Rural  E l e c t r i f i c a t i o n  p r o j e c t  (520-0248) was amended i n  FY 1983 t o  add $2 
m i l l i o n  t o  expand coverage o f  t h e  r u r a l  network. 



A. I .D.  a l s o  is i n c r e a s i n g  t h e  e f f i c i e n c y  o f  farm and  non-farm p r o d u c t i o n  i n  
r u r a l  a r e a s  by deve lop ing  new produc t ion  t e c h n o l o g i e s .  The Smal l  Farmer 
D i v e r s i f i c a t i o n  p r o j e c t  (520-0255) w i l l  c o n t i n u e  r e s e a r c h  on d i v e r s i f i e d  c r o p  

.. 
t e c h n o l o g i e s  and i n p u t s  needed by s m a l l  farmers  t o  s h i f t  p roduc t ion  'from b a s i c  
g r a i n s  t o  h i g h e r  v a l u e  f r u i t s  and v e g e t a b l e s .  The Small Farmer Market ing 
p r o j e c t  (520-0238) is d e v e l o p i n g ,  i n  c o n j u n c t i o n  w i t h  c o o p e r a t i v e s  and p r i v a t e  
b u y e r s ,  a  m a r k e t i n g  s t r u c t u r e  f o r  t h e  d i v e r s i f i e d  p r o d u c t i o n  by s m a l l  
farmers .  The FY 1983 Highlands A g r i c u l t u r a l  Development p r o j e c t  (520-0274) 
w i l l  i n c r e a s e  s m a l l  farmer p roduc t ion  mainly  through t h e  i n t r o d u c t i o n  o f  l a n d  
t e r r a c i n g  and s m a l l - s c a l e  i r r i g a t i o n .  This  p r o j e c t  b u i l d s  upon a n a l y s i s  and 
t e c h n o l o g i e s  developed by e a r l i e r  A. I.D. p r o j e c t s .  Appropr ia te  p roduc t ion  
t e c h n o l o g i e s  and f i n a n c i a l  c r e d i t  a r e  b e i n g  provided t o  r u r a l  i n d u s t r y  and 
a r t i s a n  e n t e r p r i s e s  under t h e  R u r a l  E n t e r p r i s e s  Development p r o j e c t  (520-0245). 

C. P o p u l a t i o n  P lann ing  

The I n t e g r a t e d  Family P l a n n i n g  p r o j e c t  (520-0263) h a s  s u p p o r t e d  t h e  e f f o r t s  o f  
t h e  COG and p r i v a t e  family  p l a n n i n g  o r g a n i z a t i o n s  t o  expand t h e  a v a i l a b i l i t y  
o f  f ami ly  p l a n n i n g  s e r v i c e s  th roughout  t h e  c o u n t r y .  The Expansion o f  Family 
P lann ing  S e r v i c e s  p r o j e c t  (520-0288) h a s  encouraged the  c r e a t i o n  o f  a p r i v a t e  
company t o  m r k e t  c o n t r a c e p t i v e s  commercia l ly  th roughout  Guatemala. This new 
o r g a n i z a t i o n  w i l l  r e c e i v e  A. I .D. a s s i s t a n c e  d u r i n g  i t s  i n i t i a l  y e a r s  o f  
o p e r a t i o n  u n t i l  i t  i s  c a p a b l e  of o p e r a t i n g  t h e  commercial r e t a i l  s a l e s  program 
on i t s  own. 

D. Hea l th  

A. I.D. i s  f i n a n c i n g  t h e  expans ion  o f  t h e  GOG's  r u r a l  low-cost h e a l t h  d e l i v e r y  L 

and p o t a b l e  w a t e r  sys tems through t h e  Community-Based Hea l th  and h t r i t i o n  
Systems p r o j e c t  (520-0251). This p r o j e c t  b u i l d s  upon and l e s s o n s  l e a r n e d  from 
s e v e r a l  p r i o r  A. I.D. p r o j e c t s .  During FY 1983, v i l l a g e  p o t a b l e  w a t e r  sys tems 
were d e s i g n e d  and c o n s t r u c t e d  e n t i r e l y  by a a t e m a l a n  pe r sonne l  t r a i n e d  under  
t h e  p r e v i o u s  h e a l t h  p r o j e c t s .  Pa ramedica l  pe r sonne l  a l s o  r e c e i v e d  t r a i n i n g .  

E. Educat ion and Human Resources 

To i n c r e a s e  t h e  economic o p p o r t u n i t i e s  of  t h e  ind igenous  p o p u l a t i o n ,  t h e  
B i l i n g u a l  Educat ion p r o j e c t  (520-0258) h a s  developed and t e s t e d  a  sys tem f o r  
t e a c h i n g  I n d i a n  c h i l d r e n  i n  t h e i r  own language i n  t h e  e a r l y  p r imary  s c h o o l  
y e a r s  whi le  t e a c h i n g  them Spanish  a s  a  second language.  This  p r o j e c t  h a s  been 
implemented s u c c e s s f u l l y  i n  n e a r l y  4 0  s c h o o l s ,  r e a c h i n g  5 ,800 c h i l d r e n .  I n  
FY 1984, t h e  sys tem is t o  be expanded t o  cover  t h i r d - g r a d e  r e q u i r e m e n t s .  The 
0 3 G  has  i n d i c a t e d  i t s  i n t e n t i o n  t o  expand t h e  b i l i n g u a l  program n a t i o n w i d e  
under the  proposed Rura l  Primary Educat ion Improvement p r o j e c t  (520-0282). 
lhe b i l i n g u a l  program r e p r e s e n t s  a  fundamental  s o c i a l  r e f o r m  e f f o r t .  The 
program w i l l  e d u c a t e  s i g n i f i c a n t  numbers of  I n d i a n  c h i l d r e n  f o r  t h e  f i r s t  
t ime .  Teacher t r a i n i n g ,  c u r r i c u l u m  development ,  and  s c h o o l  c o n s t r u c t i o n  were  
c o n t i n u e d  under t h e  Primary School R e c o n s t r u c t i o n  p r o j e c t  (520-0242). A. I. D. 
is f i n a n c i n g  t h e  I n t e g r a t e d  Non-formal Educat ion p r o j e c t  (520-0281) t o  expand 
a d u l t  l e a r n i n g  r e l a t e d  t o  a g r i c u l t u r a l  p r o d u c t i o n ,  h e a l t h ,  l i t e r a c y  and o t h e r  
s u b j e c t s .  



Efforts to improve institutional capacity are continuing under the Development 
Administration Improvement (520-0270) and the Education Administration 
Improvement (520-0259) projects. Training and technical assistance is 
provided to the GOG and private institutions as integral parts of other 
A.1.D.-financed projects. 

F. Selected Development Activities 

Funds under the Special Development Activities Fund project (520-0145) support 
small-scale community self-help projects. FY 1983 and FY 1984 Program 
Development and Support (520-0000) funds finance studies, evaluations, and 
project design. 

G. Private Voluntary Organizations 

An active PVO program is continuing. In the highland department of San 
Marcos, Project Hope is carrying out the Integrated Rural Development project 
(520-0272), which provides training and technical assistance in agriculture, 
health and community development. The Guatemalan Rural Reconstruction 
Movement (Training for Rural Development Promoters, 520-0299) is expanding its 
highly successful program. Cooperation for American Relief Everywhere (CARE) 
and the Peace Corps are implementing a Small Fish Pond Development project 
(520-0290) to improve family nutrition and income. 

H. P.L. 480 

P.L. 480 Title I ($7,000,000) is planned for FY 1984 to finance imports of 
vegetable oil and advance rural development objectives through the use of 
local currencies. P.L. 480 Title I1 programs, which in FY 1983 totaled $5.35 
million, provide food to preschool children, women of child-bearing age, and 
mothers enrolled in the maternal and child health feeding programs sponsored 
by the CARE and Catholic Relief Services. 

I. Housing Guaranty Program 

In FY 1982, a Housing Guaranty of $10 million was authorized to finance basic 
shelter for the urban poor through private sector low-cost housing projects. 

The Santa Rosa Community Education project (520-02691, through an operational 
program grant (OPG) to the Christian Development Foundation, a local PVO, is 
promoting community solutions to development problems. In FY 1984, Agua del 
Pueblo, a local PVO, will initiate a Rural Potable Water and Sanitation 
project (520-0298) to establish water systems where ready access to potable 
water and sanitation services are unavailable. The Salvation Army is 
constructing low-income housing and developing a community center program to 
meet health, education, and child-care needs under the Limon Community 
Development project (520-0291). A Women in Development project (520-0284), 
under the direction of the Rotary Club of Guatemala, is helping poor rural 
women with credit and technical assistance for productive enterprises. 



N 1984 Supplemental Request and Requested Year Program (FY 1985) 

For FY 1984, A. I.D. r eques ts  an a d d i t i o n a l  $20.0 mi l l i on  of Development 
Assis tance (DA) above t h e  p resen t ly  planned $1.6 mi l l i on .  This reques t  would . 
permit cont inuat ion  o f  s eve ra l  important ongoing p ro jec t s  and i n i t i a t i o n  o f  
planned r u r a l  development p r o j e c t s  designed t o  d e l i v e r  b e n e f i t s  t o  low-income 
population i n  the Qlatemala highlands. Progress on these  a c t i v i t i e s  has  been 
adverse ly  a f f e c t e d  by the  Continuing Resolution r e s t r i c t i o n  a g a i n s t  
Guatemala. Going forward with t h i s  program would be contingent  on Qlatemala's 
improving i t s  performance i n  the  advance of human r i g h t s .  

For FY 1985, A.I.D. reques ts  a t o t a l  of $35 mi l l i on  i n  ESF, $40 mi l l i on  of DA 
and $21.4 mi l l i on  i n  P. L. 480 resources .  Together with o t h e r  U.S. Government 
and non-U.S. Government resource  f lows,  these  l e v e l s  a r e  necessary t o  car ry  
out  t h e  recommendations of t h e  Bipar t ian  Cormnission t o  enhance economic 
s t a b i l i t y  and growth, spread the  b e n e f i t s  t o  the  r u r a l  poor and promote 
democratic i n s t i t u t i o n s  and human r i g h t s  . 
A. Economic S t a b i l i z a t i o n  

ESF i n  t h e  amount of  $35 mi l l i on  i s  requested fo r  t h e  Economic S t a b i l i z a t i o n  
p ro jec t  i n  FY 1985 (520-0308) to  provide foreign exchange for  e s s e n t i a l  
imports needed t o  maintain n a t i o n a l  production and employment. Primary 
cons idera t ion  w i l l  be given t o  import ing raw m a t e r i a l s ,  intermediate  goods and 
equipment needed by producers of n o n t r a d i t i o n a l  expor t s ,  p a r t i c u l a r l y  i n  t h e  
a g r i c u l t u r e  sec to r .  

Addit ional  balancevf-payments support  w i l l  b e  provided through Commodity 
Credi t  Corporation c r e d i t s  ($50 mi l l i on  i n  FY 19841, P.L. 480 T i t l e  I ($7 
mi l l i on  i n  FY 1984; $11.4 mi l l i on  i n  FY 1985), and t h e  IMF's $125 mi l l i on  
s tandby agreement. This suppor t  w i l l  l essen  the  acu te  shortage o f  fore ign  
exchange which is c o n s t r i c t i n g  n a t i o n a l  production and causing worker 
l ayof f s .  The proposed balance -of -payments support , more than ha1 f o f  the  
t o t a l  economic a i d  a v a i l a b l e  fo r  Guatemala, s t r eng thens  A. I. D. 's c a p a b i l i t y  t o  
seek pol icy  reforms i n  c r i t i c a l  a r eas  such as  land d i s t r i b u t i o n ,  t a x  reform, 
and human r i g h t s  . 
Local currency generat ions under the  ESF and P.L. 480 programs w i l l  be used t o  
f inance the s a l e  o f  land t o  land-poor farmers,  t o  c r e a t e  domestic l i n e s  o f  
c r e d i t  for  f a r ~ r s  and f o r  en t repreneurs  i n  the  export  s e c t o r ,  and t o  support  
development a c t i v i t i e s  which have d i r e c t  impact on the poorest segments of  
soc ie ty .  The emphasis w i l l  be on r a i s i n g  r u r a l  incomes and a g r i c u l t u r a l  
product iv i ty  . 
B. Economic Growth 

lb prromote growth, t h e  A. I.D. e f f o r t  w i l l  include t h e  fol lowing programs: 

1. Small Farm Production. In FY 1984 and FY 1985, A. I .D. w i l l  cont inue small 
farm developoent a c t i v i t i e s  t o  d i v e r s i f y  and inc rease  c rop  production. A. I .D.  



requests $3,000,000 DA in FY 1984 and $3,000,000 in FY 1985 under the 
Agriculture, Rural Development, and Nutrition (ARDN) account to permit 
effective initiation of the Highlands Agricultural Development project . As 
the centerpiece of A.I.D.'s small farm development strategy, this project will 
widely extend productivity-increasing technologies proven through earlier 
A.I.D. projects. Terraced and irrigated demonstration plots will be 
constructed in farmers' fields all over the highlands. The project increases 
the farmers' resource base and provides the water control needed to modify 
cropping patterns from subsistence corn and beans into higher value, labor- 
intensive crops. Extension services will be provided to permit cultivation of 
new crops on the improved lands. Other ongoing projects are funding crop 
research, extension, marketing, cooperatives, farmer credit and farm-to-market 
roads to increase production and income from small farm agriculture in the 
highlands. 

2. Rural Enterprises and Export Development. ARDN funds in the amount of 
$1,000,000 are requested in FY 1984 to begin the Agribusiness Development 
project to promote and develop agribusinesses and small farm production. For 
FY 1985, an additional $3,000,000 is requested. The project will stimulate 
agroindustrial processing and will develop new markets offering higher value 
for farm products. A project development fund will provide credit through 
private banks for agroindustrial businesses. Credit would finance plant and 
equipment, raw materials, transportation and storage, technical assistance and 
working capital. Pre-investment studies would help identify agroindustry 
potential and stimulate private investment. Technical services and training 
will be offered. This project will complement other ongoing A.I.D. projects 
such as the Rural Enterprises project (520-0245) which provides credit 
financing and services for rural enterprises and the Small Farmer Marketing 
project (520-0238) which develops the marketing skills of farmer cooperatives, 
promotes link-up with private merchants who procure and transport the produce, 
and helps merchants locate and compete in export markets. Together these 
projects comprise a comprehensive package for moving farm produce from the 
field to nontraditional and export markets. 

3. Small Business and Export Policy Concerns. Guatemalan businesses operate 
relatively free from government intervention. Still, there are some 
significant constraints and disincentives imposed by bureaucratic red tape, 
taxes, licenses and regulations which distort production and reduce 
competitiveness in export markets. For FY 1985, $1,000,000 in the Selected 
Development Activities account is requested for the Policy Studies project to 
study a series of policy impact issues including constraints to the 
development of nontraditional exports, incentives for agribusiness and other 
business investment; the structure of taxation as a disincentive to 
development; credit policies toward farmers and entrepreneurs; and the impact 
of subsidized interest rates on the efficiency of the financial systems, e.g., 
on the shortage of credit for productive enterprises in Guatemala. Local 
currency funds from ESF and P.L. 480 will also be used to finance GOG studies 
of these issues and to induce GOG measures and programs leading to a more 
conducive policy and business climate. 



C. Broadening the Benefits of Growth 

A.I.D.'s development strategy, with direct links to small farmer production, 
is designed to include the rural poor in the growth process. The A.I.D. 
strategy also includes an innovative program to distribute land to land-poor 
farmers. DA of $39,600,000 and P.L. 480 Title I1 of $10,000 are requested in 
FY 1984 and FY 1985 to broaden the benefits of growth. 

1. Land sales. Beginning in FY 1985, A.I.D. requests $10,500,000 in the ARDN 
account to support a major Commercial Land Markets project. The project will 
promote the voluntary sale of good agricultural lands from large land holders 
to land-poor farmers. Land mortgage institutions will operate with private 
and A.I.D. mortgage financing and mortgage guarantees to help 21,000 rural 
families buy, own and operate their own farms. Technical assistance will be 
provided to help establish the land mortgage institutions. Infrastructure 
--such as roads, terracing, small-scale irrigation, marketing facilities--will 
be funded largely through $4 million of P.L. 480 local currency generations, 
but $1 million of ARDN will be provided to fund foreign exchange costs of 
infrastructure development, largely construction equipment. ESF and PL 480 
generated local currencies also will continue to support the development of 
farmer cooperatives to provide production credit, marketing assistance, farm 
inputs, and extension services for new land owners. Approximately $25,000,000 
of ESF-generated local currency will go to the Commercial Land Markets project 
in FY 1985. This broad-based financial support should stimulate the GOG to 
take those policy decisions necessary to achieve the project's purpose. 

2. Education and Human Resources Development. The main goal of the program 
in Guatemala is to extend and improve primary education, especially in the 
rural highlands where the majority of the population is illiterate; For -.. 
bilingual education a total of $2,000,000 in the Education and Human Resources 
(EHR) account is requested in FY 1984 to begin the Rural Primary Education 
Improvement project and $8,535,000 is requested for FY 1985 to continue the 
effort. This project will expand nationwide the bilingual education program 
which has been successfully tested under the current Bilingual Education 
project (520-0158). The GOG's decision to proceed with a nationwide bilingual 
program represents the kind of reform needed to meet the educational and 
socioeconomic challenges in Guatemala where less than one-half the Indian 
children begin primary school and 80%-90% drop out before completing primary 
school. Student learning is greatly increased and student drop-out rates 
reduced when Indian children are taught in their own language for the first 
four years of primary school while studying Spanish as a second language. The 
project will reach over 160,000 children in 500-600 schools. 
A.I.D. will establish short- and long-term U.S. training programs in critical 
areas including science and technology, energy, environment, institution 
building and the private sector. A total of $250,000 in the EHR account also 
is requested in FY 1985 for executive and managerial enhancement training. 

3. Family Planning. DA of $2,200,000 in the Population Planning account is 
requested in FY 1984 and $3,215,000 in FY 1985 to fund the Expansion of Family 



Plann ing  S e r v i c e s  p r o j e c t  (520-0288). The p r o j e c t  w i l l  c o n t i n u e  p u b l i c  and 
p r i v a t e  s e c t o r  family p lann ing  a c t i v i t i e s .  Its o b j e c t i v e s  a r e  t o  b r i n g  about  
a d o p t i o n  o f  an e x p l i c i t  p o p u l a t i o n  p o l i c y ,  t o  deve lop  a  p r i v a t e  s e c t o r  
commercial r e  t a i l  s a l e s  marke t ing  company, t o  expand the d e l i v e r y  c a p a b i l i t y  
o f  PVOs, t o  i n i t i a t e  a  mass media campaign, t o  i n t r o d u c e  s u f f i c i e n t  
c o n t r a c e p t i v e s ,  and t o  provide t r a i n i n g .  

4. Health.  For FY 1984,  $3,800,000 i n  t h e  Health account  i s  r e q u e s t e d  t o  
c o n t i n u e  t h e  Community Based Heal th  and h t r i t i o n  Systems p r o j e c t  (520-0251) 
t o  e x t e n d  i n t e g r a t e d  community h e a l t h  d e l i v e r y  and s a n i t a t i o n  s e r v i c e s  i n  
r u r a l  a r e a s .  V i l l a g e  p o t a b l e  w a t e r  sys tems c o n s t r u c t e d  by t h e  M i n i s t r y  o f  
Heal th  g r e a t l y  reduce  m o r t a l i t y  and m o r b i d i t y .  For FY 1985, $2,000,000 i n  t h e  
Heal th  account  i s  r e q u e s t e d  t o  e s t a b l i s h  a  s e l f - f i n a n c i n g ,  p r i v a t e  s e c t o r ,  
hea l th -main tenance  o r g a n i z a t i o n  f o r  r u r a l  p l a n t a t i o n  workers  under t h e  
Improved Heal th  Outreach p r o j e c t .  The system o f f e r s  p o t e n t i a l  f o r  b e n e f i t i n g  
hundreds o f  thousands  o f  workers  a t  n e g l i g i b l e  c o s t  t o  t h e  government. An OPG 
o f  $200,000 is proposed f o r  P r o j e c t  Hope t o  provide d i r e c t l y  needed medical  
a s s i s t a n c e  i n  newly c o l o n i z e d  l a n d s .  

5 .  P. L. 480. P.L. 480 T i t l e  I w i l l  complement t h e  ESF economic s t a b i l i z a t i o n  
program by f i n a n c i n g  wheat and v e g e t a b l e  o i l  impor t s .  I o c a l  c u r r e n c y  
g e n e r a t i o n s  w i l l  b e  used i n  s u p p o r t  o f  A . I . D . ' s  s t r a t e g y  i n  t h e  r u r a l  s e c t o r ,  
p r i m a r i l y  f o r  s u p p o r t  o f  new s e t t l e m e n t  programs i n  the  Northern T r a n s v e r s a l  
S t r i p  and f o r  work programs i n  t h e  w e s t e r n  h i g h l a n d s .  f i n d i n g  w i l l  pay f o r  
l a b o r - i n t e n s i v e  c o n s t r u c t i o n  by l o c a l  people o f  r o a d s ,  s c h o o l s ,  h e a l t h  p o s t s ,  
community c e n t e r s ,  a g r i c u l t u r a l  s e r v i c e  c e n t e r s  and wate r  sys tems.  Such 
p u b l i c  s e c t o r  investments  a r e  u r g e n t l y  needed. P.L. 480 T i t l e  I1 ($10,000,000 
i n  FY 1985) w i l l  be  provided t o  s e l e c t e d  g r o u p s , i n c l u d i n g  d i s p l a c e d  persons  
and r e f u g e e s ,  where inc idence  o f  m a l n u t r i t i o n  i s  h igh .  

6. P r i v a t e  Voluntary  Organ iza t ions .  FY 1984 supplemental  DA funds  o f  
$9,550,000 a r e  r e q u e s t e d  a l o n g  w i t h  $6,950,000 i n  FY 1985 i n  v a r i o u s  accounts  
f o r  PVO programs. P r i o r i t y  i s  on p rov id ing  r e l i e f  and r e c o n s t r u c t i o n  
a s s i s t a n c e  t o  d i s p l a c e d  persons  and on i n c r e a s i n g  a g r i c u l t u r a l  p r o d u c t i v i t y .  
Community developnent  a c t i v i t i e s ,  i n c l u d i n g  low-cost hous ing  and fami ly  
p l a n n i n g ,  a r e  a l s o  planned. A. I . D .  has  suppor ted  t h e  community development 
o r i e n t a t i o n  of PVOs i n  Guatemala w i t h  much s u c c e s s .  

7. Displaced Persons .  Of t h e  funds  reques ted  f o r  PVOs, $3,700,000 is 
r e q u e s t e d  i n  FY 1984 and $3,300,000 i n  FY 1985 from t h e  SDA account  f o r  r e l i e f  
and r e h a b i l i t a t i o n  o f  d i s p l a c e d  persons .  Between 50,000 and 500,000 persons  
may have  been d i s p l a c e d  i n  r e c e n t  y e a r s  by t h e  g u e r r i l l a  war .  A.I.D. funds 
w i l l  provide  e s s e n t i a l  s u p p o r t  i n  temporary r e l o c a t i o n ,  such as cash- 
employment o p p o r t u n i t i e s ,  s e l f - h e l p  economic a c t i v i t i e s ,  h e a l t h  c a r e ,  and 
food. Where s e c u r i t y  c o n d i t i o n s  pe rmi t ,  we w i l l  a l s o  f i n a n c e  a c t i v i t i e s  t o  
h e l p  former d i s p l a c e d  persons  r e e s t a b l i s h  themselves and become 
s e l f - s u f f i c i e n t  i n  t h e i r  home v i l l a g e s .  The COG w i l l  may r e q u e s t  h e l p  from 
t h e  United Nat ions ,  o t h e r  i n t e r n a t i o n a l  o r g a n i z a t i o n s  and t h e  United S t a t e s  t o  
r e s e t t l e  i n  Olatemala a  p o r t i o n  o f  t h e  e s t i m a t e d  40,000 Olatemalan r e f u g e e s  
l i v i n g  i n  United Nations High C o m i s s i o n e r  f o r  Refugees camps i n  Mexico. The 



U.S. Department o f  S t a t e  is a n t i c i p a t i n g  making a  c o n t r i b u t i o n  o f  up  t o  
$2,000,000 t o  a s s i s t  i n  t h a t  e f f o r t .  

8. Housing and Soc i a l  I n f r a s t r u c t u r e .  I n  t h e  SDA a c c o u n t ,  $750,000 i s  
r e q u e s t e d  i n  FY 1984 t o  provide t e c h n i c a l  a s s i s t a n c e  t o  i n i t i a t e  the  $10 
m i l l i o n  S h e l t e r  Sec tor  Development Housing a a r a n t y  (HG) (520-0261). l bge the r  
w i th  an  a d d i t i o n a l  $10 m i l l i o n  HG i n  FY 1985, t h i s  package should  h e l p  
c a t a l y z e  a  resurgence  o f  t h e  p r i v a t e  c o n s t r u c t i o n  i n d u s t r y  i n  Guatemala. An 
a d d i t i o n a l  $2,250,000 from the  SDA account  w i l l  be provided t o  PVOs t o  
con t i nue  s e l f - h e l p  home c o n s t r u c t i o n .  These low c o s t  l a b o r - i n t e n s i v e  s h e l t e r  
and i n f r a s t r u c t u r e  a c t i v i t i e s  respond t o  B i p a r t i s a n  Commission recommendat ions .  

D. Democratic I n s t i t u t i o n s  and Human Rights :  

Ass i s t ance  w i l l  be p rov ided ,  a s  a p p r o p r i a t e ,  through r e g i o n a l  programs. To 
f a c i l i t a t e  a a t e m a l a n  p l ans  t o  w r i t e  a  c o n s t i t u t i o n  beg inn ing  i n  mid-1984 and 
t o  e l e c t  a  P r e s i d e n t  and a  Congress around mid-1985, s p e c i f i c  shor t - t e rm 
t r a i n i n g  and  t e c h n i c a l  a s s i s t a n c e  w i l l  b e  o f f e r e d  t o  C o n s t i t u e n t  Assembly 
d e l e g a t e s  and o t h e r  democra t ic  l e a d e r s  i n  c o n s t i t u t i o n a l  law and democrat ic  
e l e c t  i o n s .  
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SUNVARY JF A C T I V E  AN0 PROPOSED PROJECTS 
( I N  T*OUSPNOS OF OOLLLRS)  

* L PRJJECT FY OF FY OF T D T 4 L  
I N J Y S E a  I N I T I L L  F I N A L  PROJECT COST 

T 3 T A L  FJP ACCOUN7 
GQLNTS 
LOANS 

>i.:tTEO JEYCLSPMEST A C T I V I T I E S  

TJTAL  = O R  I C C D U N 1  
GRANTS 
LCANS 

i;JhOMIC SUPPORT F J N 2  

T 3 T A L  FOS ACCOUYT 
:@ANTS 
LUAUS 

O B L I G  LUTHD PLANNED L T I O N S  TURES TURES 

1 1 9  

2 5 0  

5 0 3  

8 0 0  

228  

5,253 
2,253 
3,000 

1 5 0  

2 5  

2,403 

2 7 1  

2,846 
2,846 --- 

--- 
--- --- --- 
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FY 8 5  CP ECONOMIC AND SOCIAL DATA 
COWTRY: 1 5 2 2 1  HONOMAS 

------ 
*BASIC DATA* ----- 
TOTAL POPULATION.. ITHOUSANOSrMIO 1 9 8 3 1  4.276 

PER CAPITA GNP.. ........ l D O L L A R S ~ l 9 8 l l  600 

ANNUAL PER CAPITA REAL GNP GROWTH RATE.. 11970-81)  0.4% 

ANNUAL RATE OF I N F L A T I O N  11970-811  9.1% 

N I T I O N A L  I N C D l E  RECEIVED BY LOW 2 0 1  OF POPULATION- . l1970 l  2.3% 

L I F E  EXPECTAPCY AT BIRTH. I N  YEARS 
1 1 9 8 2 1  TOTAL 59.2 MALE 57.4 FEMALE 61.1 
119m1 TOTAL 52.5 MALE 50.8 FEMALE s . 3  

ADULT LITERACY RATE 1 1 9 7 4 1  TOTAL 57% MALE 9 %  FEMILE 5 %  

------ 
* A M  I C U L N R E *  ---- 
ANNUAL PER CAPITA AGRICULTURAL PRODUCTION GROUTH RATE 

1 1973-19821  0.82 

AGRICULTURAL PROWCTION AS 1 OF GOP.............I1981) 2 7 5  

------- 
*FOREIGN TRADE* - -- 
MAJOR EXPORTS... ( 1 9 8 1 )  BANANAS *COFFEE r W W 0  

EXPORTS TO U.S. 
I S  MILLIONS, US. FOB) 1 1 9 8 0 )  4 3 8  1 1 9 8 1 1  4 4 8  1 1 9 8 2 1  3 8 7  
AS I OF TOTAL EXPORTS 1 1 9 7 9 1  56% 1 1 9 8 0 1  5 1 5  1 1 9 8 1 1  57X 

MAJOR IMPORTS....I19811 MANUFACTURES rMACHINERV .TRANSPORT EOPT 

IMPORTS FROM U.S. 
I S  MILLIONSI US, C I F I  1 1 9 8 0 1  4 2 6  1 1 9 8 1 1  3 8 4  1 1 9 8 2 1  3 0 2  
AS % OF TOTAL IMPORTS 1 1 9 7 9 )  4 6 %  1 1 9 8 0 1  4 5 5  1 1 9 8 1 1  4 3 2  

TRADE BALANCEIS MILL IONSI  U .S . l l 1979 l  - 2 6 1 8 0 1  - 1 0 4 1 8 1 1  -115 

TRADING PARTNERS: UNITED STATES .WEST GERMANY *JAPAN 

EXTERNIL PUBLIC DEBT AS Z OF GNP 1 1 9 8 1 1  74.3% 

SERVICE PAYMENTS ON EXTERNAL PUBLIC DEBT, 
0 MILL IONS9 U.S.l....-..-....-..-.......I...... 1 1 9 8 1 1  1 1 5  
AS 5 OF EXPORT EARNINGS (DEBT SERVICE RATIO).... 1 1 9 8 1 )  14.6% 

*SOCIAL DITA*  

POPULATION DENSlTY I SO M I  OF AGRICULTURAL LAND 1 1 9 7 9  1 7 9  POPULATION GROWTH RATE...11970) 3.11 ( 1 9 7 8 )  3.51 1 1 9 8 3 1  3.4% 

P O W L A T I O N  I N  URBAN AREAS. ........... 1 1 9 7 0 1  2 9 %  1 1 9 8 2 1  37% 

MAJOR CROPISI  ARABLE LAND YEAR L I V E  BIRTHS PER 1,000 DOPULATION.....I1970l 49 1 1 9 8 3 1  4 5  
SUBSISTENCE: CORN r8EANS-ORY * R I C E  4 7 %  1 1 9 8 2 1  
CASH: COFFEE r8ANANAS ,RAW Sff iAR 42% 1 1 9 8 2 1  MARRIED WOMEN AGED 1 5 - 4 4  YRS. USING CONTRACEPTION. 1 1 9 8 1 1  27.0% 

MAJOR AGRICULTURAL EXPORTS: l198Zl  COFFEE ,BEEF AN0 VEAL ,RAW SUGARPOWLATION I 1 9 8 0 1  I N  AGE GROUP: 
IO-14YRSl 47.8% 115-b4YRSl 49.5% 165+ YRSI i.71 

MAJOR AGRICULTWtIL I M P O R T S : l l 9 8 Z l  WHEAT * R I C E  t 

INFANT DEATHS I N  F I R S T  YR OF L I F E  PER 1000 L I V E  BIRTHS 1 1 9 8 3 1  7 8  
PROPORTION OF LABOR FORCE I N  AGRICULTURE.. ...... 1 1 9 8 0 1  6 3 %  

PEOPLE PER PHYSICIAN ................ 1 1 9 7 7 )  3.29* - - -  - -~~ ~~~~ ~- ~ 

*CENTRAL GOVERNMENT FINANCES* ------------- MAJOR CAUSES OF 
TOTAL REVENUES AND GRANTS 0 M I L L I O N S *  U.S.1 DISEASE I 1 9 8 0  I INFLUENZA ,MALARIA . A W E B I A S I S  

I 1 9 7 9  1 1 6 4  1 8 0 1  1 8 9  1 8 1 1  1 8 5  DEATH.. 1 1 9 7 9 1  ENTERIC DISEASE 1 

TOTAL EXPENDITURES AND NET LENDING I S  M I L L I O N S *  U.S.1 
1 1979 I 1 8 3  1 8 0 1  2 2 4  I 8 1 1  2 2 1  PER CAPITA CALORIE SUPPLY AS A % OF REWIREMENTS.. 1 1 9 7 7 1  9 3 5  

D E F I C I T I - I  OR SURPLUS I S  M I L L I O N S t  U.S-1 
1 1 9 7 9 1  -20  1 8 0 1  -35 1 8 1 1  -36  POWLATION WITH REASONABLE ACCESS TO SAFE WATER SUPPLY119761 4 6 %  

DEFENSE EXPENDITURES1 
AS % OF TOTAL EXPENDITURES.. I 1 9 7 5 1  11.5% 1 7 6 1  10.4% 1 7 9 1  27.1X TOTAL SCHOOL ENROLLMENT I S  O OF POPULATION I N  AGE GROUP: 
AS % OF GNP............... .. 1 1 9 7 5 1  2.0% 1 7 6 1  1.9% 1 7 9 1  2.4% PRIMIRY......... ( 1 9 8 0 1  TOTAL 81.0% MALE 81.3% FEMALE 80.8% 

SECONDARY....... 1 1 9 8 0 1  TOTAL 27.5% MALE i3.3% FEMALE 37.6% 
O F F I C I A L  INTERNATIONAL RESERVES* GROSS H O L D I W S  EN0 OF PERIOD. POST SECONDARY.. I 1 9 7 7 1  TOTAL 5.6% MALE 7.1% FEMALE 4.21 

ISMILL IONS.  U.S.1 1 1 9 8 0 1  1 5 1 1 8 1 )  1 0 2 1 8 2 )  1 1 3  
EQUIVALENT TO 1.4 MONTHS OF IMPORTS I 1 9 8 1  I ENERGY PRODUCTION I S  % OF CONSUMPTION..... ......a. 1 1 9 8 1 1  8.7% 



U S .  OVERSEAS LOANS A N D  GRANTS - OBLIGATIONS A N D  LOAN AUTHORIZATIONS 
1U.S Fircal Yeam - MNionr of Dollam1 

:OUNTRY HONDURAS 

PROGRAM 

I. *E!F.~*". . . . . . . . . . . . . . . .  
Loan, . . . . . . . . . . . . . . .  
Grant. . . . . . . . . . . . . . .  

R a  C o r a  . . . . . . . . . . .  
N.!mtim . . . . . . . . . . . .  
0 t h ~  . . . . . . . . . . . . . . . .  

FOREIGN ASSISTANCE A C T  PERIOD 
TOTAL REPAY. LFEI 

REPAl- LOANS AND MENTS AND 
MENn GRANTS INTEREST 

,NTEREST 1 w 2  191882 
lslgs2 

A ASSISTANCE FR(MI INTERNATIONAL AGENCIES - COUHITMWTI 

United States 
Japan 
G e m m y  Fed. Rep. 
cam& 
Netherlands 
Other 
Total 

B BILATERAL OFFICIAL DEVELOPMENT W I S T I N C E  

C. W S  AND GRANTS EXTENDED BY !3MMUNIST COUNTRlE 



HONDURAS 

PROGRAM SUMMARY 

Fixal 
Year Total 

Total 
8 7 , 2 2 6  

/In thousands of dollars) 

Agriculture. I I 
ropuiarmn Developnent 1 Plannil 1 tiea~th / ~erurces  /DeyeloPrnnt 1 prwrar 

and Develop- Activities 
Nutrition rnent ESF Other 

FY 8 5  
PROGRAM HIGHLIGHTS 

- A $ 7 5  m i l l i o n  ESF p r o g r a m  f o r  e c o n o m i c  r e c o v e r y  a n d  t o  
c o n t i n u e  a n d  e x p a n d  s u p p o r t  f o r  t h e  p r i v a t e  s e c t o r .  

- A $ 1 2 . 6  m i l l i o n  P . L .  4 8 0  T i t l e  I p r o g r a m  t o  s u p p l e m e n t  ESF 
s t a b i l i z a t i o n  a s s i s t a n c e  a n d  g e n e r a t e  l o c a l  c u r r e n c y  t o  
f i n a n c e  d e v e l o p m e n t  a c t i v i t i e s .  

- $ 1 0  m i l l i o n  f o r  s m a l l  b u s i n e s s  d e v e l o p m e n t  a n d  f o r  e x p o r t  
d e v e l o p m e n t  a c t i v i t i e s  t o  h e l p  p r o v i d e  i n c r e a s e d  e m p l o y m e n t  
a n d  f o r e i g n  e x c h a n g e  f o r  f i n a n c i n g  t h e  c o u n t r y ' s  l o n g - t e r m  
d e v e l o p m e n t .  

- $ 1 4 . 6  m i l l i o n  f o r  a g r i c u l t u r a l  d e v e l o p m e n t  a n d  p r o d u c t i o n  
a c t i v i t i e s  a n d  r u r a l  i n f r a s t r u c t u r e .  

- $ 2 5 . 4  m i l l i o n  i n  DA t o  c a r r y  o u t  s o c i a l  d e v e l o p m e n t  a c t i v i t i e s  
i n  f a m i l y  p l a n n i n g ,  h e a l t h ,  e d u c a t i o n  a n d  h o u s i n g .  



H o n d u r a s  

I RESOURCE FLOWS 
(In thousands of dollars) -~ 

10,000 15,000 
(of which Title I l l  is) 5.000 5.000 1 5.000 I 

Program 

Loans 
Grants 

Total AID 
POL. 480" 

1 PERSONNELIPARTICIPANTS DATA I 

Aid* I I I 

FY 1983 
(Actual) 

19,581 
19,557 
39,138 

--- Title II 
Total P.L. 480 

Total AID and P.L. 480 

FY 1984 
(Estimated) 

42,541 
158,462 
201.003 

'A ID  levels represent actual and estimated expenditures 

Category 

AID Personnel a 
Direct Hire 
pnsnC 

FY 1985 
(Proposed) 

42,070 
96,358 
138.428 

. ~~ 

3,865 
18.865 
157.293 

5;467 

Contract 

alLS. nationals on duty at the end of the fiscal year. 
1985 position levels 

'participating agency technicians 
dProgrammed during the fiscal year. 

4,623 

FY 1983 
(Actual) 

28 
6 

Noncontract 
Contract 

Total 

P.L. 480 
(000 MT/$OOO) 

F y  1984 F y  1985 
Pro osed) (Estimated 1 ( ; 1 

36 
6 

Total I 88 I 100 I 107 
Partici~ants d I 54 

15.467 1 16.623 

113 
14 
i n  

Rice 
Feedgrains 
Veqoil 

54,605 

58 

217,626 

63 

148 
22 
170 

Program 

Title I 
Wheat 

98 
12 
110 

FY 1985 
(Proposedl 

MT 

51 

FY 1983 
(Actual) 

$ 

15,000 

MT 

63.7 

FY 1984 
(Estimated) 

$ 

10,000 

MT 

(251) 74 

$ 

4, OOO* 
8,000 



HONDURAS 

Overview and S t r a t e g y  

A. I n t r o d u c t i o n  and O b j e c t i v e s  

Honduras is t h e  p o o r e s t  c o u n t r y  i n  C e n t r a l  America, wi th  a  per  c a p i t a  income 
below $600. The coun t ry  is s t i l l  p r i m a r i l y  r u r a l ,  wi th  abou t  60% o f  t h e  
p o p u l a t i o n  l i v i n g  i n  t h e  c o u n t r y s i d e .  Rural  incomes a r e  c o n s i d e r a b l y  below 
t h e  n a t i o n a l  a v e r a g e ,  b u t  the  g r e a t  income d i s p a r i t i e s  t h a t  have f u e l e d  s o c i a l  
t e n s i o n s  i n  o t h e r  C e n t r a l  American c o u n t r i e s  a r e  l e s s  e v i d e n t  i n  Honduras. 
The c o u n t r y  h a s  a  d e m o c r a t i c a l l y  e l e c t e d  government. 

H i s t o r i c a l l y ,  economic growth h a s  been s lower  i n  Honduras than  i n  t h e  r e s t  o f  
C e n t r a l  America. During t h e  l a t e  1970s,  however,  t h e  c o u n t r y  exper ienced  
economic growth a v e r a g i n g  7% per  year  a s  a  r e s u l t  o f  g e n e r a l l y  sound i n t e r n a l  
p o l i c i e s  and h i g h  world  p r i c e s  f o r  i t s  major e x p o r t s .  Growth r a t e s  d e c l i n e d  
s t e a d i l y  a f t e r  1979, r e a c h i n g  n e g a t i v e  r a t e s  i n  1982 and 1983. Because o f  
r a p i d  p o p u l a t i o n  growth,  average  per  c a p i t a  income h a s  d e c l i n e d  by a l m o s t  12% 
between 1979 and 1983. 

By most s o c i a l  i n d i c a t o r s ,  Honduras is a t  o r  n e a r  t h e  bot tom i n  C e n t r a l  
America. N e v e r t h e l e s s ,  the  c o u n t r y  h a s  been making c o n s i d e r a b l e  p r o g r e s s  over 
t h e  p a s t  few y e a r s  i n  e x t e n d i n g  b a s i c  economic and s o c i a l  o p p o r t u n i t y .  Since  
1960, t h e  l i t e r a c y  r a t e  h a s  i n c r e a s e d  from 45% t o  60%; l i f e  expec tancy  has  
r i s e n  from 4 6  y e a r s  t o  5 8  y e a r s ;  and i n f a n t  m o r t a l i t y  h a s  f a l l e n  from 145 t o  
88  p e r  thousand. Despi te  t h i s  g r a t i f y i n g  p r o g r e s s ,  t h e  human r e s o u r c e  b a s e  
c o n t m u e s  t o  b e  v e r y  weak, a n d  i n f r a s t r u c t u r e  and p u b l i c  s e r v i c e s  a r e  w o e f u l l y  
inadequa te .  Although t h e  coun t ry  p o s s e s s e s  c o n s i d e r a b l e  l a n d  and o t h e r  . 
n a t u r a l  r e s o u r c e s ,  t h e  deve lopnen t  o f  t h i s  b a s e  is impeded by rugged and 
mountainous t e r r a i n  which h i n d e r s  t r a n s p o r t a t i o n  and communication. 
Bvernment  implementat ion c a p a c i t y  f o r  d e v e l o p n e n t a l  programs is l i m i t e d ,  and 
i n a p p r o p r i a t e  p o l i c i e s  i n  some c a s e s  a r e  a  s e r i o u s  growth c o n s t r a i n t .  

A major  program o f  t e c h n i c a l  a s s i s t a n c e  and t r a i n i n g  t o  e l i m i n a t e  t h e  s h o r t a g e  
o f  management c a p a c i t y  and t e c h n i c a l  s k i l l s ,  combined w i t h  f i n a n c i a l  
a s s i s t a n c e  f o r  economic s t a b i l i z a t i o n ,  p o l i c y  r e f o r m  and i n f r a s t r u c t u r e  
development can produce r a p i d  economic growth i n  t h e  6%-7% per y e a r  r a n g e  by 
1988,  a l l o w i n g  per  c a p i t a  incomes t o  double  i n  r e a l  terms i n  abou t  2 0  y e a r s .  
Ihe e x t e n s i o n  o f  b a s i c  e d u c a t i o n a l ,  h e a l t h  and o t h e r  s e r v i c e s  t o  t h e  e n t i r e  
p o p u l a t i o n  w i l l  b e  a  longer - t e rm p r o c e s s ,  r e q u i r i n g  a s s i s t a n c e  beyond t h e  
s i x  y e a r  h o r i z o n  o f  t h e  W t i o n a l  B i p a r t i s a n  Commission on C e n t r a l  America. 
Over t h i s  longer  h o r i z o n ,  t h e  major  goa l s  t h a t  a r e  a t t a i n a b l e  i n c l u d e :  

-- an i n c r e a s e  i n  the p reva lence  i n  c o n t r a c e p t i v e  usage from 27% t o  50% o f  
f e r t i l e  women and a  d e c l i n e  i n  t h e  r a t e  o f  p o p u l a t i o n  growth from 3.5% t o  
2.8% by 1990; 

-- an i n c r e a s e  i n  pr imary s c h o o l  enro l lment  from 75% o f  t h e  pr imary a g e  g roup  
i n  1982 t o  90% by 1992; 



-- a  r e d u c t i o n  i n  i n f a n t  and c h i l d  m o r t a l i t y  from 88 per thousand t o  60 
thousand by 1993; 

-- an i n c r e a s e  i n  l i f e  expec tancy  from 5 8  t o  62 y e a r s  by 1993; 

-- i n c r e a s e d  urban w a t e r  coverage in  major c i t i e s  from 60% t o  85%, and 
coverage i n  r u r a l  a r e a s  from 50% t o  70%; and 

-- con t inued  p rogress  toward i n s t i t u t i o n a l i z a t i o n  o f  democra t i c  e l e c t o r a l  and 
j u d i c i a l  p rocesses .  

B. Development Performance and Problems 

Honduras f a c e s  a  s e r i e s  o f  d i f f i c u l t  developnent  problems t h a t  have i n h i b i t e d  
p rogress  i n  t h e  p a s t  and could  l i m i t  growth i n  t h e  f u t u r e :  

-- The c o u n t r y  f a c e s  economic i n s t a b i l i t y  and d e c l i n e  a s  a  r e s u l t  o f  t h e  

economic d i s l o c a t i o n s  o f  the  p a s t  s e v e r a l  y e a r s  -- o i l  p r i c e  i n c r e a s e s ,  
f a l l i n g  commodity p r i c e s ,  world  r e c e s s i o n ,  and t h e  c r e d i t  l o s s e s  and 
c a p i t a l  f l i g h t  r e s u l t i n g  from t u r m o i l  e lsewhere  i n  C e n t r a l  America. 

-- The c o u n t r y  l a c k s  economic dynamism. I f  t h e  problems o f  extreme pover ty  
a r e  t o  be  overcome, some means f o r  s t i m u l a t i n g  r a p i d  economic growth i s  
needed. The r e l a t i v e  s t a g n a t i o n  o f  t h e  economy d u r i n g  most o f  t h e  
country  's h i s  t o r y  may make a c h i e v i n g  r a p i d  growth more d i f f i c u l t  than i n  
t h e  o t h e r  c o u n t r i e s  o f  t h e  i s t h m s .  

-- 'Ihe c o u n t r y  l a c k s  wel l -developed p u b l i c  and p r i v a t e  i n s t i t u t i o n s  capab le  

o f  c a r r y i n g  o u t  t h e  inves tments  and p r o v i d i n g  t h e  s e r v i c e s  needed t o  
i n c r e a s e  t h e  l e v e l s  o f  l i v i n g  fo r  a l l  s e c t o r s  o f  t h e  popula t ion .  A t  
p r e s e n t ,  i n s t i t u t i o n a l  weaknesses l i m i t  t h e  c a p a c i t y  o f  t h e  coun t ry  t o  
absorb  t e c h n i c a l  and f i n a n c i a l  r e s o u r c e s .  

-- The economic and s o c i a l  i n f r a s t r u c t u r e  o f  t h e  c o u n t r y  i s  inadequa te .  

The Government o f  Honduras (COH) h a s  t aken  v a r i o u s  s t e p s  t o  t r y  t o  r e s o l v e  the  
c o u n t r y ' s  c u r r e n t  economic d i f f i c u l t i e s .  Taxes have  been r a i s e d ,  a n  
I n t e r n a t i o n a l  Monetary Fund ( IMF) s tandby  agreement was n e g o t i a t e d  and h a s  
been p a r t i a l l y  implemented, and n e g o t i a t i o n s  have been opened on a s t r u c t u r a l  
ad jus tment  l o a n  w i t h  the  World Bank. I n t e r e s t  payments on t h e  country  's d e b t  
t o  f o r e i g n  banks have g e n e r a l l y  been kep t  c u r r e n t ,  w h i l e  n e g o t i a t i o n s  f o r  d e b t  
r e s c h e d u l i n g  a r e  i n  p rogress .  C e n t r a l  government budge t s  have  n o t  inc reased  
a p p r e c i a b l y  f o r  t h e  past t h r e e  y e a r s ,  and e f f o r t s  a r e  now under way t o  c o n t r o l  
s p e n d i n g  by autonomous a g e n c i e s .  New i n c e n t i v e s  have been approved t o  
i n c r e a s e  e x p o r t s ,  and r e v i s i o n  o f  t h e  investment  i n c e n t i v e s  and t a r i f f  
l e g i s l a t i o n  i s  under way. Major p o l i c y  changes have  been s t u d i e d  w i t h  t h e  
h e l p  o f  a U.S P r e s i d e n t i a l  A g r i c u l t u r a l  Task Force ,  and key reforms i n  t h e  
c o u n t r y ' s  f o r e s t r y  development p o l i c y  have been approved. 



C. S t r a t e g y  and P o l i c y  Agenda 

Given t h e  b a s i c  economic s i t u a t i o n  of t h e  c o u n t r y  -- with  a  c o n s i d e r a b l e  
r e s o u r c e  b a s e ,  b u t  w i t h  r e l a t i v e l y  low l e v e l s  o f  c a p i t a l  and human r e s o u r c e s  
-- t h e  development s t r a t e g y  must have a  long-run focus .  A . I . D . ' s  development 
approach emphasizes  four  o b j e c t i v e s :  f i r s t ,  t o  e s t a b l i s h  f i s c a l  and monetary 
p o l i c i e s  t h a t  ba lance  a v a i l a b l e  r e s o u r c e s  wi th  demands f o r  them through market 
f o r c e s ;  second ,  t o  g e n e r a t e  r a p i d  growth i n  p roduc t ive  employment through 
a p p r o p r i a t e  p o l i c i e s  f o r  a g r i c u l t u r e  and i n d u s t r y  t h a t  w i l l  induce i n c r e a s e d  
i n v e s t m e n t ,  p a r t i c u l a r l y  emphas iz ing  e x p o r t s  t o  world  m a r k e t s ;  t h i r d ,  t o  
u n d e r t a k e  a  long-term program t o  promote e q u i t y  and i n c r e a s e  t h e  l e v e l  and 
u t i l i z a t i o n  o f  human r e s o u r c e s  i n  Honduras through improved government 
s e r v i c e s  and a d m i n i s t r a t i o n ;  and f o u r t h ,  t o  h e l p  provide p h y s i c a l  
i n f r a s t r u c t u r e  f o r  t h e  long-term development o f  the  coun t ry .  This  approach is 
c o n s i s t e n t  w i t h  t h e  reco tmenda t ions  o f  t h e  B i p a r t i s a n  Commission. 

1.  S t a b i l i z a t i o n .  A. I.D.'s a s s i s t a n c e  w i l l  be c o n d i t i o n e d  on GOH commitments 
t o  implement p o l i c y  a d j u s t m e n t s  and reforms.  The f i r s t  p r i o r i t y  w i l l  b e  t o  
r e v e r s e  t h e  d e t e r i o r a t i o n  i n  t h e  f i s c a l  and balance-of-payments s i t u a t i o n s  
w i t h o u t  f u r t h e r  d e c l i n e s  i n  r e a l  o u t p u t  and employment. In t h e  n e a r  t e rm,  
A. I. D. s e e k s :  

-- t o  r e s t o r e  b a l a n c e v f - p a y m e n t s  e q u i l i b r i u m  w i t h i n  two t o  t h r e e  y e a r s ,  

-- t o  reduce  the c e n t r a l  government d e f i c i t  s h a r p l y  by 1985 by a  combination 

o f  t a x  measures and e x p e n d i t u r e  r e s t r a i n t ,  and 

-- t o  h e l p  t h e  GOH t o  improve t h e  management o f  t h e  budget  o f  d e c e n t r a l i z e d  

p u b l i c  e n t i t i e s  and government e n t e r p r i s e s .  . 
A.I .D.  w i l l  work w i t h i n  t h e  c o n t e x t  o f  a n  IMF program t o  b e  n e g o t i a t e d  between 
t h e  GOH and t h e  IMF. A. I .D .  's  balance-of-payments a s s i s t a n c e  is expec ted  t o  
promote n e c e s s a r y  a d j u s t m e n t s  w i t h o u t  f u r t h e r  income d e c l i n e s .  A. I .D .  a l s o  
proposes  t o  a s s i s t  t h e  GOH t o  r e d u c e  t h e  f i s c a l  d e f i c i t  through improved t a x  
a d m i n i s t r a t i o n .  In the  a r e a  o f  p r i c i n g  p o l i c i e s  o f  autonomous a g e n c i e s ,  
A. I .D .  w i l l  a s s i s t  t h e  GOH t o :  f o r m a l i z e  t h e  r e g u l a t o r y  a u t h o r i t y  o f  t h e  
Super in tendency  of Autonomous Agencies ;  complete a  rev iew o f  the  f i s c a l  
s i t u a t i o n  and t a r i f f  and charge  s t r u c t u r e s  o f  a l l  revenue-producing autonomous 
a g e n c i e s  and t o  implement a  p r i c e / f e e  s t r u c t u r e  which w i l l  provide  f o r  
s u s t a i n e d  o p e r a t i n g  s u r p l u s e s .  

2. Economic Growth. S imul taneous ly  w i t h  e f f o r t s  t o  promote economic 
s t a b i l i z a t i o n ,  A. I . D .  w i l l  focus  on long-term o b j e c t i v e s .  The s t r a t e g y  w i l l  
emphasize r e a l  growth i n  t h e  p r o d u c t i v e  s e c t o r s  o f  t h e  economy, expanding and 
i n c r e a s i n g  the  e f f e c t i v e n e s s  o f  s o c i a l  s e r v i c e  d e l i v e r y  sys tems  and 
s t r e n g t h e n i n g  t h e  economic p l a n n i n g  and p o l i c y m a k i n g  c a p a b i l i t i e s  o f  t h e  
government t o  manage i t s  f i s c a l  and monetary a f f a i r s .  Achievement o f  h i g h e r  
r a t e s  o f  growth i n  t h e  p r o d u c t i v e  s e c t o r s  w i l l  r e q u i r e  a combinat ion o f  
p o l i c y  i n i t i a t i v e s  and s t r a t e g i e s  t o g e t h e r  w i t h  r e s o u r c e s  o b t a i n e d  from A. I .D. 
and o t h e r  i n s t i t u t i o n s .  Those s t r a t e g i e s  and r e s o u r c e s  w i l l  b e  used  t o  



deve lop  n o n t r a d i t i o n a l  e x p o r t  p roduc t s  i n  t h e  manufac tu r ing  and  a g r i c u l t u r a l  
s e c t o r s ,  t o  a t t r a c t  new investment  t o  Honduras, and t o  i n c r e a s e  p r o d u c t i v i t y  
in e x i s t i n g  a g r i c u l t u r a l  and i n d u s t r i a l  e n t e r p r i s e s .  

a .  I n c r e a s e d  P r o d u c t i v i t y  i n  A g r i c u l t u r e  and I n d u s t r y .  A. I . D .  's s t r a t e g y  f o r  
i n c r e a s i n g  p roduc t ion  and employment w i l l  a l s o  s e e k  t o  expand e x i s t i n g  
a g r i c u l t u r a l  and i n d u s t r i a l  e n t e r p r i s e s  or t o  i n c r e a s e  t h e i r  e f f i c i e n c y  t o  
make them more p r o d u c t i v e .  S t r a t e g y  approaches  i n  t h i s  a r e a  w i l l  i n c l u d e  
modifying t a x  and r e g u l a t o r y  p o l i c i e s ,  p rov id ing  c r e d i t ,  and s t i m u l a t i n g  
con t inued  inves tment  i n  l a b o r - i n t e n s i v e  i n f r a s t r u c t u r e  p r o j e c t s  t o  s t i m u l a t e  
economic growth and employment. 

b .  Export  Lkvelopnent.  A . I . D .  w i l l  expand t h e  scope o f  a  FY 1984 e x p o r t  
development and s e r v i c e s  p r o j e c t  des igned t o  overcome c o n s t r a i n t s  t o  i n c r e a s e  
e x p o r t s ,  e s p e c i a l l y  f o r  n o n t r a d i t i o n a l  p roduc t s  i n  t h e  a g r o i n d u s t r i a l ,  
f o r e s t r y ,  l i g h t  assembly and any o t h e r  s u b s e c t o r  i n  which Honduras may have a  
c o m p e t i t i v e  edge.  A. I. D. p l a n s  t o  emphasize ( a )  t h e  deve lopnen t  o r  expans ion  
o f  l a b o r - i n t e n s i v e  o p e r a t i o n s  which w i l l  have t h e  g r e a t e s t  
employment-generation impac t ,  ( b )  p o l i c y  re fo rms  which e l i m i n a t e  d i s i n c e n t i v e s  
t o  e x p o r t s  and e x p e d i t e  government procedures  f o r  e x p o r t  o p e r a t i o n s ,  and (c ) 
t h e  deve lopnen t  o f  t r a d e  c r e d i t  g u a r a n t e e  programs, u s i n g  domes t i c  and  
e x t e r n a l  r e s o u r c e s .  

C. Investment P r o m t i o n .  A. I. D. s e e k s  t o  h e l p  t h e  WH i n  a t t r a c t i n g  new 
f o r e i g n  inves tment  c a p i t a l .  S t e p s  w i l l  be taken t o  encourage s i g n i f i c a n t  
inves tments  on t h e  p a r t  o f  t h e  Honduran p r i v a t e  and p u b l i c  s e c t o r s  themse lves ,  
n o t  o n l y  i n  t h e  a r e a s  o f  n o n t r a d i t i o n a l  e x p o r t  e n t e r p r i s e ,  b u t  a l s o  i n  t h e  
m r e  t r a d i t i o n a l  a s p e c t s  of  t h e  economy. 

Drawing f o r e i g n  c a p i t a l  i n t o  t h e  c o u n t r y  w i l l  i nvo lve  t h e  use  o f  a  mix o f  
p o l i c y  i n i t i a t i v e s ,  program deve lopnen t  and  i n s t i t u t i o n a l  s t r e n g t h e n i n g .  The 
e x p o r t  i n c e n t i v e s  law w i l l  be complemented by a  r e v i s e d  inves tment  i n c e n t i v e s  
law and t a r i f f  s t r u c t u r e s  which,  t a k e n  t o g e t h e r ,  s e r v e  a s  an e f f e c t i v e  
inducement f o r  a t t r a c t i n g  inves tment .  The Caribbean Basin  I n i t i a t i v e  (CBI) 
l e g i s l a t i o n  w i l l  Fur the r  i n c r e a s e  t h e  a t t r a c t i v e n e s s  o f  inves tment  i n  
Honduras,  a s  w i l l  t r a d e  c r e d i t  o r  g u a r a n t e e / i n s u r a n c e  programs such a s  t h o s e  
o f f e r e d  by t h e  Export-Import Bank and t h e  Overseas P r i v a t e  Investment  
Corporat ion.  The WH w i l l  a c t i v e l y  promote the  f r e e  zone program f o r  
expor t v r i e n t e d  f o r e i g n  inves tment  and  w i l l  examine t h e  p o s s i b i l i t y  o f  
e s t a b l i s h i n g  s i m i l a r  programs f o r  f r e e  e n t e r p r i s e  zones t o  produce f o r  
domes t i c  marke t s .  F i n a l l y ,  t h e  inves tment  s t r a t e g y  c a l l s  f o r  s t r e n g t h e n i n g  
p u b l i c  and p r i v a t e  i n s t i t u t i o n s  which deve lop  and a d m i n i s t e r  inves tment  
p o l i c i e s  arid programs through p r o j e c t s ,  such a s  t h e  e x p o r t  promotion s e r v i c e s  
p r o j e c t ,  and a c t i v i t i e s  o f  a  s i m i l a r  n a t u r e .  

d .  P lann ing  and k d m i n i s t r a t i v e  Capac i ty .  Honduras h a s  been plagved 
throughout  i t s  h i s t o r y  by a  l a c k  o f  t r a i n e d  manpower and poor ly  o r g a n i z e d  and 
managed i n s t i t u t i o n s .  Achievement o f  g o a l s  s u p p o r t e d  by s t r a t e g i e s  ment ioned 
e a r l i e r  i n  t h i s  s e c t i o n  w i l l  depend i n  no  s m a l l  p a r t ,  t h e r e f o r e ,  on c o n t i n u e d  
and  much expanded a c t i v i t i e s  aimed a t  e n l a r g i n g  t h e  pool o f  t r a i n e d  pe r sonne l  



in both the public and private sectors and at making public and private sector 
institutions more effective and more efficient. Significant program 
assistance will be provided to train large numbers of people in both Honduras . 
and the United States in a wide range of skills and disciplines at varying 
skill levels. At the same time, as the quality of human resources rises, 
additional assistance will be directed toward the restructuring of key 
planning and programming entities throughout the GOH and in the private sector 
which will enable them to implement the new or reformed policies contemplated 
in this presentation. 

3. Broadening the Benefits of Growth. Efforts will also be made to expand 
and improve the quality of services for the poor. A.I.D. will intensify its 
efforts to help the GOH in establishing or amending relevant policies and in 
strengthening institutions. The long-term strategy for dealing with equity 
needs will entail: 

support for family ~lanning programs in the private and public sectors; 

processing of titles for small landowners to give them a permanent stake 
in the economic system; 

support to school construction, educational quality improvement, school 
maintenance programs, and improved educational administration; and 

support to health-sector initiatives in the areas of policy, services, 
human resource development and infrastructure to ensure broader, more 
effective coverage, particularly in communicable diseases and sanitation. 

Democratic Institutions and Human Rights. Honduras enjoys a relatively . 
good reputation for democratic processes and respect of human rights. A.I.D. 
will seek to further increase societywide awareness for the rights of 
individuals and the rule of law. The approach will be to work through 
regional entities and programs. 

A.I.D. Program (FY 1983 and FY 1984) 

A. Economic Support Funds (ESF) 

ESF assistance was initiated at the critical low point of ~onduras' foreign 
exchange availability in September 1982. Through the end of FY 1983, a total 
of $91 million of ESF has provided balance-of-payments support. The GOH has 
made available an equivalent amount in foreign exchange to permit producers to 
import raw materials, spare parts and intermediate goods from the United 
States. An equivalent amount of local currency has been allocated to provide 
working capital credit to the private sector, to help restore production, and 
to support the efforts of the government, private voluntary organization 
(PVOS), cooperatives, and other entities to carry out high priority 
development ~rojects throughout the country. The regular ESF request of $40 
million in FY 1984 will provide balance-of-payments support and will continue 
to promote Honduras' structural adjustment efforts. 



B. A g r i c u l t u r e ,  Rura l  D e v e l o p e n t  and M t r i t i o n  

FY 1983 funds were used l a r g e l y  t o  c o n t i n u e  ongoing p r o j e c t s .  The 
A g r i c u l t u r a l  Sec to r  I1 Program (522-0150) f i n a n c e s  (1) human r e s o u r c e  
t r a i n i n g ;  ( 2 )  i n s t i t u t i o n a l  development e f f o r t s  t o  improve the  government's 
c a p a c i t y  t o  a n a l y z e ,  p l a n ,  and impletrent a g r i c u l t u r a l  p r o j e c t s ;  and (3)  
d e l i v e r y  o f  s e r v i c e s  and i n p u t s .  Through t h i s  program and t h e  r e l a t e d  
A g r i c u l t u r a l  Research p r o j e c t  (522-01391, i t  i s  expected t h a t  approximately  
25% of Honduran smal l  t a r m e r s ,  working i n d i v i d u a l l y  and i n  group e n t e r p r i s e s ,  
w i l l  r e c e i v e  t e c h n i c a l  a s s i s t a n c e  and t r a i n i n g  needed t o  h e l p  them t o  i n c r e a s e  
t h e i r  product ion and income. 

A. I.D. i s  s u p p o r t i n g  t h e  Suazo a d m i n i s t r a t i o n  i n  i s s u i n g  d e f i n i t i v e  t i t l e s  t o  
the thousands o f  smal l  farmers  who a r e  c u l t i v a t i n g  l and  t h a t  has  n o t  been 
t r a n s f e r r e d  o f f i c i a l l y  from t h e  government. Some 70,000 farm f a m i l i e s  in  
seven depar tments  w i l l  be i n c o r p o r a t e d  i n t o  t h e  a c t i v e  p r i v a t e  farm s e c t o r  
over a  f i v e y e a r  pe r iod  and w i l l  become e l i g i b l e  f o r  o r d i n a r y  commercial 
c r e d i t .  The COH w i l l  con t inue  t h e  process  i n  subsequent  y e a r s .  

I n f r a s t r u c t u r e  c o n s t r a i n t s  t o  i n c r e a s e d  p roduc t ion  a l s o  a r e  b e i n g  a d d r e s s e d .  
A major ongoing p r o j e c t  (Rural  T r a i l s  and Access Roads, 522-0164) i s  b u i l d i n g  
approx imate ly  950 m i l e s  of r u r a l  t r a i l s  and a c c e s s  roads  t o  provide i n c r e a s e d  
a c c e s s  t o  markets f o r  smal l  f a rmers .  Under the  Municipal  Development I1 
Program (522-0165), munic ipa l  i n f r a s t r u c t u r e ,  i n c l u d i n g  s e v e r a l  dozen marke t s  
and s l a u g h t e r h o u s e s ,  is b e i n g  b u i l t  i n  small towns throughout  t h e  country .  I n  
a d d i t i o n ,  approx imate ly  25,000 r u r a l  f a m i l i e s  w i l l  r e c e i v e  e l e c t r i c i t y  from a n  
A. I. D. Rural E l e c t r i f i c a t i o n  p r o j e c t  (522-0138) which s u p p o r t s  an 
Inter-American D e v e l o p e n t  Bank-led program f o r  t h e  i n t e g r a t e d  deve lopnen t  o f  
t h e  Aguan Val ley.  

A.I .D.  a l s o  is a s s i s t i n g  i n  four  s p e c i f i c  e f f o r t s  t o  i n c r e a s e  a g r i c u l t u r a l  
p roduc t ion  and income. F i r s t ,  the  Small Farmer Coffee Improvement p r o j e c t  
(522-0176) i s  i n t r o d u c i n g  among 45,000 smal l  f a rmers  p roduc t ion  t echn iques  
which w i l l  a l l o w  p r o f i t a b l e  c u l t i v a t i o n  o f  c o f f e e  on s m a l l  farms i n  s p i t e  o f  
c o f f e e  r u s t .  Second, a p p r o p r i a t e  technology i s  b e i n g  provided t o  t r a d i t i o n a l  
farmers  under t h e  Rural Technologies  p r o j e c t  (522-0157). Approximately 3 ,500 
s m a l l  i n d u s t r i e s  w i l l  be  he lped  t o  improve t h e  p r o d u c t i v i t y  o f  t r a d i t i o n a l  
p roduc t s  and t o  produce c a p i t a l - s a v i n g  t o o l s  and implements which have been 
developed f o r  u s e  by s m a l l  f a rmers .  The p r o j e c t  w i l l  h e l p  50,000 small 
farmers  t o  i n c r e a s e  t h e i r  incomes. T h i r d ,  i n c r e a s e d  b e e f  and d a i r y  p roduc t ion  
on small farms is b e i n g  promoted through t h e  Small Farmer L ives tock  p r o j e c t  
(522-020 9). An in-kind l e n d i n g  program and t e c h n i c a l  a s s i s t a n c e  from a  
l a r g e l y  p r i v a t e l y  owned c a t t l e  fund w i l l  i n c r e a s e  income f o r  about  3,000 
peasant  f a m i l i e s  and w i l l  b e n e f i t  consumers by b r i n g i n g  g r e a t e r  q u a n t i t i e s  o f  
d o m e s t i c a l l y  produced f r e s h  mi lk  t o  t h e  market .  F o u r t h ,  t h e  Natural  Resources 
Management p r o j e c t  (522-0168) s e e k s  t o  change t h e  farming p r a c t i c e s  o f  
approx imate ly  7,000 fa rmers ,  mos t ly  on h i l l s i d e s ,  t o  m a i n t a i n  o r  improve t h e i r  
incomes w h i l e  r e v e r s i n g  the e c o l o g i c a l  damage caused by slash-and-burn 
c u l t i v a t i o n .  



The A g r i c u l t u r a l  Sec to r  Program and t h e  o t h e r  programs d e s c r i b e d  above a r e  
complemented by P.L. 480 T i t l e  11111 r e s o u r c e s  and l o c a l  currency pledged by 
t h e  GOH under ESF a s s i s t a n c e  agreements .  Under a  t h r e e y e a r  P. L. 480 T i t l e  
I11 Food f o r  Development Program (522-4803), s u p p o r t  i s  b e i n g  provided t o  . 
implement p r o j e c t s  i d e n t i f i e d  i n  t h e  o v e r a l l  s e c t o r  a n a l y s i s ,  t o  i n c r e a s e  
a g r i c u l t u r a l  p roduc t ion  through smal 1-scale i r r i g a t i o n  works ,  t o  s t r e n g t h e n  
m u l t i - s e r v i c e  r e g i o n a l  c o o p e r a t i v e s ,  and t o  promote a g r i c u l t u r a l  
d i v e r s i f i c a t i o n  aimed a t  e x p o r t  marke t s .  

Using ind igenous  PVOs, t h e  Rura l  Housing Improvement p r o j e c t  (522-0171) 
p rov ides  s m a l l  loans  t o  r e p l a c e  t h a t c h  w i t h  t i l e  o r  t i n  r o o f s ,  t o  c o n s t r u c t  
cement f l o o r s ,  and t o  f i n a n c e  o t h e r  b a s i c  low-cost improvements s e l e c t e d  by 
t h e  b e n e f i c i a r i e s  i n  some 10,000 t r a d i t i o n a l  r u r a l  houses .  

In FY 1984 ,  i n i t i a l  fund ing  i s  planned f o r  t h e  F o r e s t r y  Developnent p r o j e c t  
(522-0246),  a s  a  r e s u l t  o f  the  U.S. P r e s i d e n t i a l  A g r i c u l t u r a l  Mission s e n t  t o  
Honduras a t  t h e  r e q u e s t  o f  P r e s i d e n t  Suazo. The p r o j e c t  p l a n s  t o  improve 
e f f i c i e n c y  i n  t h e  u s e  o f  f o r e s t  r e s o u r c e s ,  t o  deve lop  a  stumpage system t o  
e n s u r e  t h a t  Honduras g e t s  f u l l  economic b e n e f i t  from a  commercia l ly  
e x p l o i t a b l e  n a t u r a l  r e s o u r c e ,  and t o  improve lumber marke t ing  through g r e a t e r  
p a r t i c i p a t i o n  of t h e  p r i v a t e  s e c t o r  i n  lumber s a l e s  o p e r a t i o n s .  

C. Heal th  

As i n  a g r i c u l t u r e ,  FY 1983 funds were used t o  c o n t i n u e  t h e  ongoing e f f o r t s .  
The GOH h a s  adopted a  h e a l t h - c a r e  p o l i c y  which emphasizes p r e v e n t i v e  c a r e  and 
o u t r e a c h  e f f o r t s .  A . I .D .  i s  s u p p o r t i n g  t h a t  p o l i c y  through t h e  Hea l th  S e c t o r  
I p r o j e c t  (522-0153), which i s  h e l p i n g  the  GDH i n  implement ing i t s  pr imary 
h e a l t h - c a r e  sys tem and t h e  i n f e c t i o u s  d i s e a s e  c o n t r o l  programs and i n  L 

improving i t s  p o l i c y  and p lann ing  c a p a b i l i t i e s ,  i t s  M i n i s t r y  of H e a l t h ' s  
l o g i s t i c s ,  ma in tenance ,  and s u p e r v i s i o n  sys tems ,  and i t s  m a t e r n a l  and c h i l d  
h e a l  th-care  program under which fami ly  p lann ing  s e r v i c e s  a r e  provided.  
Emphasis is p laced  on a c t i v i t i e s  i n  r u r a l  a r e a s .  To complement t h e s e  
p reven t ive -ca re  e f f o r t s ,  the  Rural Water and S a n i t a t i o n  p r o j e c t  (522-0166) and 
t h e  h n i c i p a l  Developnent Program I1 (522-0165) a r e  p r o v i d i n g  a c c e s s  f o r  an 
e s t i m a t e d  450,000 Hondurans l i v i n g  i n  r u r a l  a r e a s  and s m a l l  towns. PL.480 
T i t l e  I1 f e e d i n g  programs w i l l  c o n t i n u e  through Cooperat ion f o r  American 
R e l i e f  Everywhere and C a t h o l i c  Re l ie f  S e r v i c e s .  This  a s s i s t a n c e  s u p p o r t s  
Food-For-Work programs, m a t e r n a l  and c h i l d - c a r e  programs, and school - feed ing  
programs which b e n e f i t e d  an e s t i m a t e d  410,500 people i n  1982. Under the  
c e n t r a l l y  funded Mass Media H e a l t h  p r o j e c t ,  two c o n s u l t a n t s  worked i n  
s t r e n g t h e n i n g  t h e  c a p a c i t y  o f  t h e  Minis t r y  of Heal th  i n  t h e  use  o f  r a d i o  and 
g r a p h i c s  t o  t r a i n  v i l l a g e - l e v e l  a u x i l i a r i e s  t o  c o n t r o l  i n f a n t  d i a r r h e a .  

Three o p e r a t i o n a l  program g r a n t s  ( O K s )  t o  t h e  Honduran Family Planning 
A s s o c i a t i o n  a r e  f i n a n c i n g  expans ion  of i t s  c l i n i c a l  f a c i l i t i e s  f o r  v o l u n t a r y  
s t e r i l i z a t i o n  and c o n t i n u i n g  s u p p o r t  f o r  a  community-based c o n t r a c e p t i v e  
d i s t r i b u t i o n  system (522-0197), commercial r e t a i l  s a l e s  o f  c o n t r a c e p t i v e s  
(522-0201), and a  program t o  encourage the  c o u n t r y ' s  l e a d e r s  t o  favor  a d o p t i o n  
o f  p o l i c i e s  which p r o m t e  i n c r e a s e d  a v a i l a b i l i t y  and u t i l i z a t i o n  o f  f a m i l y  
p l a n n i n g  s e r v i c e s  (522-0240). 



D. Educat ion and Human Resources 

FY 1983 funds s u p p o r t e d  t h e  ongoing Rural  Pr imary Educat ion p r o j e c t  (522-0167) 
which is i n c r e a s i n g  the e f f e c t i v e n e s s  o f  r u r a l  primary t e a c h i n g  and improving 
M i n i s t r y  o f  Education p o l i c y  fo rmula t ion  and management. The p r o j e c t  i s  
f i n a n c i n g  c o n s t r u c t i o n  o r  r e n o v a t i o n  o f  3,100 r u r a l  c l a s s r o o m s ,  s u p p o r t i n g  a  
t r a i n i n g  program fo r  t e a c h e r s  and s u p e r v i s o r s ,  c r e a t i n g  a n  improved sys tem f o r  
s c h o o l  ma in tenance ,  producing and d i s t r i b u t i n g  e d u c a t i o n a l  m a t e r i a l s ,  and 
improving t h e   ini is try's i n f o r m a t i o n  sys tems.  The p r o j e c t  w i l l  b e n e f i t  
d i r e c t l y  approx imate ly  124,000 s c h o o l  c h i l d r e n  and 3,100 t e a c h e r s .  Ztio OPGs 
-- t o  Horizons  o f  F r i e n d s h i p  (522-0184) and Aldeas S.O.S. (522-0189) -- a r e  
s u p p o r t i n g  PVOs i n  t e a c h i n g  p r a c t i c a l  and v o c a t i o n a l  s k i l l s .  S e v e r a l  new OPGs 
a r e  planned f o r  FY 1984 t o  i n i t i a t e  a c t i v i t i e s  i n  management and s k i l l s  
t r a i n i n g  . 
'Ihe P u b l i c  Sec to r  A d m i n i s t r a t i o n  p r o j e c t  (522-0174) i s  a s s i s t i n g  t h e  GOH t o  
improve i t s  a d m i n i s t r a t i v e  and management p rocedures ,  w i t h  emphasis on revenue  
c o l l e c t i o n  and e x p e n d i t u r e  management sys tems i n  t h e  M i n i s t r y  o f  Finance.  
This  p r o j e c t  w i l l  a s s i s t  t h e  GOH t o  a c h i e v e  sound f i s c a l  management, a  
c o r n e r s t o n e  o f  i t s  agreement w i t h  t h e  IMF. 

E. Se lec ted  D e v e l o p e n t  A c t i v i t i e s  

Over t h e  l o n g  r u n ,  a  major i n c r e a s e  i n  e x p o r t  e a r n i n g s  w i l l  b e  n e c e s s a r y  t o  
e n s u r e  t h e  r e t u r n  o f  Honduras t o  a  normal p a t t e r n  o f  economic growth and 
development.  To t a k e  advan tage  o f  t h e  t r a d e  o p p o r t u n i t i e s  o f f e r e d  by t h e  CBI, 
an Export Promotion and S e r v i c e s  p r o j e c t  (522-0207) w i l l  be i n i t i a t e d  i n  FY 
1984 t o  promote t h e  development o f  n o n t r a d i t i o n a l  e x p o r t s .  The p r o j e c t  w i l l  
p rov ide  a s s i s t a n c e  t o  ~ o n d u r a s '  p r i v a t e  s e c t o r  i n  i d e n t i f y i n g  markets  i n  which 
Honduran p roduc t s  can b e  c o m p e t i t i v e  , d e s i g n i n g  p r o d u c t s ,  d e v e l o p i n g  
p roduc t ion-shar ing  arrangements  and p rov id ing  s u p p o r t i n g  s e r v i c e s  needed by 
e x p o r t e r s .  This e f f o r t  i s  complemented by a n  e f f o r t  t o  d e v e l o p  a n  a c c e s s i b l e  
s o u r c e  o f  commercial f i n a n c i n g  and t e c h n i c a l  a s s i s t a n c e  f o r  s m a l l -  and 
medium-scale producers  through t h e  Small Business Development p r o j e c t  
(522-0205). Addi t iona l  channe l s  f o r  marke t ing  o f  h a n d i c r a f t s  i n  e x t e r n a l  
marke t s  w i l l  be  developed through t h e  A r t i s a n  Product Market ing OPG 
(522-0250),  which w i l l  s t a r t  i n  FY 1984. 

F. S h e l t e r  

Three Housing Guaranty (HG) p r o j e c t s  provide  f i n a n c i n g  f o r  c o n s t r u c t i o n  and 
improvement o f  hous ing  and i n f r a s t r u c t u r e  i n  the  marg ina l  neighborhoods  o f  t h e  
two major c i t i e s  and some secondary  c i t i e s .  One p r o j e c t ,  approved i n  1981,  
s u p p o r t s  a  c o n s t r u c t i o n  program o f  p r i v a t e  b u i l d e r s  working i n  c o o p e r a t i o n  
w i t h  p r i v a t e  s a v i n g s  and l o a n  a s s o c i a t i o n s  (522-0194). E a r l i e r  p r o j e c t s  a r e  
b e i n g  implemented by the  Na t iona l  Housing I n s t i t u t e  (522-0135) and t h e  
n u n i c i p a l i t i e s  o f  Tegucigalpa  and San Pedro Sula  (522-0155). The p r o j e c t s  
w i l l  b e n e f i t  approx imate ly  35,000 f a m i l i e s .  New HG r e s o u r c e s  of  $15 m i l l i o n  
a r e  planned f o r  FY 1984 f o r  a  S h e l t e r  S e c t o r  Program t o  i n c r e a s e  t h e  
a v a i l a b i l i t y  o f  low-cost hous ing .  Addi t iona l  a s s i s t a n c e  w i l l  be provided t o  



replicate and expand successful efforts under ongoing projects in providing 
shelter solutions for lower-income families. 

b 

FY 1984 Supplemental Request and Requested Year Program (FY 1985) 

In FY 1984, A.I.D. requests an additional $72.5 million in ESF, $8 million in 
Development Assistance (DA), and $4 million in P.L. 480 assistance. For 
FY 1985, A.I.D. requests a total of $75 million in ESF, $45 million in DA and 
$19 million in P.L. 480. These levels -- complemented by HGs, Commodity 
Credit Corporation (CCC) credits, and trade investment credits -- are 
essential to achieve the A.I.D. objectives in Honduras, including undertaking 
the program recommendations of the Bipartisan Commission. They will help the 
GOH in its economic stabilization efforts, in promoting economic growth and in 
carrying out social development programs designed to improve the availability 
of basic services for the poor. 

A. Economic Stabilization 

The additional $72.5 million supplemental ESF request for FY 1984 will support 
the GOH's efforts to carry out a program to be entered with the IMF. It also 
will complement ongoing efforts to revitalize Honduras' economy and to assist 
the private sector to take advantage of the opportunities presented by the 
CBI. The dollars will be used to assist in financing imports from the United 
States while local currency generated by the program will finance the creation 
or expansion of productive enterprises as well as support high priority 
development projects, especially in the areas of industrial and agricultural 
production. The high level of $112.5 million in total resources for this 
purpose to be made available in FY 1984 responds to the serious crisis facing - 
the Honduran economy at present. The $75 million in ESF requested for FY 1985 
will continue this effort while further encouraging the GOH to undertake the 
structural reforms needed for sustained recovery and development. 

A.I.D. also requests an additional $4 million in P.L. 480 Title I in FY 1984 
and $15.1 million in FY 1985. P.L. 480 Title I will supplement ESF 
stabilization assistance by financing wheat imports. CCC credits totaling 
around $10 million in FY 1985 to import food will complete this stabilization 
package. Local currency generated under P.L. 480 Title I agreements will be 
used to complement other GOH and A.I.D. resources for the expansion of 
productive activities, such as irrigation, which will generate jobs and 
promote growth. 

B. Economic Growth 

Consistent with the Bipartisan.Commission recommendations, A.I.D. will support 
a series of interrelated activities designed to promote economic recovery and 
growth in ways which will support a broader distribution of the benefits of 
growth. These activities are mainly in the areas of agricultural development, 
export promotion, and small business development. Funding requirements, as 
discussed be1ow;include (a) $10.25 million-in FY 1985 under the ~griculture, 
Rural Development, and Nutrition (ARDN) account; and (b) an additional 



$600,000 in FY 1984 and a total of $5 million under the Selected Development 
Activity (SDA) account. 

In agricultural development, A.I.D. seeks (a) to broaden land ownership 
through the purchase and sale of land and the securing of ownership rights, 
(b) to increase access to technological advice and inputs, including credit, 
(c) to increase access to markets, especially for nontraditional exports, and 
(d) to provide viable economic alternatives for small farmers faced with 
determining sound natural resource use patterns. A.1.D is currently 
supporting activities which focus on institutional development, human resource 
development and improvement of delivery systems. The types of activities 
being financed include training, higher agricultural education, assistance to 
agricultural cooperatives, small-scale rural infrastructure, small landholder 
titling, export promotion, livestock and forestry development, research and 
extension, and credit. This comprehensive program can be accelerated with the 
atailability of additional resources. 

To achieve these objectives, A.I.D. will use local currencies generated under 
ESF and P.L. 480 Title I agreements in addition to $5.25 million requested in 
FY 1983 under the ARDN account. Local currency and the FY 1985 funds will be 
used to finance ongoing activities and to start new activities in research, 
credit, marketing, watershed and forestry development, and small-scale rural 
infrastructure such as access roads, storage, soil management and irrigation. 
By 1990, the total program is expected (a) to provide land andlor secure 
ownership rights to 75,000 families, (b) to provide 300,000 small farm 
families with increased access to technological advice and inputs, (c) to 
increase the value of nontraditional exports from $130 million to $300 
million, and (dl to improve resource management on 1,500,000 acres of land. 

In the area of export promotion, A.I.D. requests $5.0 million in FY 1985 under 
the ARDN account to support activities in: 

-- export development. A.I.D. will support training of Ministry of Economy 
staff and economic attaches abroad; promotion of Honduran products and 
investments; Honduran participation in international trade fairs; and 
strengthening of a local private organization to assist Honduran exporters 
with training, market investigations, and technical assistance in the 
design, production, and marketing of nontraditional products; and 

-- agricultural and artisanry exports. A.I.D. will support activities to 
expand production of promising crops (e.g. winter vegetables) by providing 
technical assistance and training and specialized assistance to artisanry 
producers, a small but potentially highly profitable, labor-intensive 
industry. 

By 1989, the A.I.D. assistance in export promotion is expected to contribute 
to a yearly gross domestic product growth rate of about 5% and the generation 
of around 17,000 jobs. 

These export promotion activities will be complemented with resources from a 
Trade Credit Insurance Program starting in FY 1984. The program is expected 



to induce private U.S. banks to increase their lending for short-term trade 
credit to the private sector in Honduras. A significant increase in 
production, particularly for exports, is expected to result. By the end of L 

FY 1985, the portfolio of insurance is expected to reach a level of about $100 
million and would remain at the $100-$150 million level through FY 1987. 

In the area of small business development, A.I.D. seeks to help small 
entrepreneurs in Honduras expand production through credits for investments in 
fixed plant and equipment and for working capital. This financing will be 
provided by a private financing firm in concert with commercial banks. An 
estimated 20,000 small businessmen are expected to benefit from this support. 
A.I.D. requests an additional $600,000 in FY 1984 and $5 million in FY 1985 
under the SDA account for this purpose. 

C. Broadening the Benefits of Growth 

A.I.D. is supporting GOH and private efforts to expand the availability of 
basic services for the poor, especially in education and health, and to slow 
the pace of population growth. A.I.D. requests an additional $7.4 million in 
DA in FY 1984, a total of $29.75 million in DA in FY 1985, and $3.9 million in 
P.L. 480 Title I1 in 1985 to achieve objectives in these areas. 

1. Population Planning ($238,000 FY 1984 Supplemental and $2.4 million in 
FY 1985). A.I.D. will increase its support to family planning activities 
through PVOs and the GOH Ministry of Health. The additional FY 1984 request 
of $238,000 will be used to increase contraceptive prevalence to 32% in 1984, 
adding 20,000 new users. The FY 1985 funds of $2.4 million will be used to 
further increase the prevalance rate to 34% in 1985 with an additional 20,000 i 
users. The total number of new contraceptive users is expected to reach 
320,000 by 1989. 

2. Health ($5 million in FY 1984 Supplemental and $10.1 million in FY 
1985).1.~. seeks to reduce mortality and morbidity among infants and 
children and the rate of disease and disability in the labor force. A.I.D. is 
currently supporting major institution-building activities with the Ministry 
of Health to improve and expand primary health-care services, 
vector-borne-disease control programs and access to potable water. By 1990, 
the current program, together with activities outlined below, are expected (a) 
to reduce infant mortality from 88 to 60 per 1,000, (b) to increase life 
expectancy from 58 to 62 years, (c) to increase access to potable water from 
60% to 85% of the urban population and 50% to 70% of the rural population, and 
(dl to reduce the number of malaria cases by at least 50%. 

The additional $5 million proposed for FY 1984 will accelerate and expand 
activities already under way under the Health Sector I project (522-0153), 
particularly by providing technical assistance to improve the planning and 
management capability of the Ministry of Health, extending the current mass 
media oral rehydration program, providing cold chain equipment and training 
for the immunization program, supporting operations research and pesticides 
for the malaria control program, and training for management, clinical and 



p u b l i c  h e a l t h  personnel  t o  u n d e r t a k e  t h e s e  a c t i v i t i e s .  I n  a d d i t i o n ,  t h e  funds 
would permit  A. I . D .  t o  s u p p o r t  an expans ion  o f  t h e  n u t r i t i o n a l  impact o f  
supp lementa ry ,  emergency and r e f u g e e  f e e d i n g  programs b e i n g  c a r r i e d  o u t  by 
PVOS . 
The $10.1 m i l l i o n  sough t  f o r  FY 1985 would s u p p o r t  t e c h n i c a l  a s s i s t a n c e  and  
t r a i n i n g  a c t i v i t i e s  t o  improve and expand primary h e a l  th -ca re  s e r v i c e s  and t o  
s t r e n g t h e n  t h e  management and p lann ing  c a p a b i l i t i e s  o f  t h e  M i n i s t r y  o f  
Heal th .  Disease  c o n t r o l  a c t i v i t i e s - d i a r r h e a l  d i s e a s e  c o n t r o l ,  immunization,  
and m a l a r i a  c o n t r o l  programs--will be  expanded. Suppor t  f o r  t h e s e  a c t i v i t i e s  
w i l l  i n c l u d e  t e c h n i c a l  a s s i s t a n c e ,  equipment and s u p p l i e s ,  and t r a i n i n g .  
l h e s e  programs w i l l  complement proposed r e g i o n a l  a c t i v i t i e s  i n  o r a l  
r e h y d r a t i o n ,  immunization and vec to r -borne  d i s e a s e  c o n t r o l .  Support f o r  PVOS' 
n u t r i t i o n a l  a c t i v i t i e s  w i l l  b e  expanded. New i n i t i a t i v e s  a l s o  w i l l  be  
u n d e r t a k e n ,  i n c l u d i n g  t h e  e l a b o r a t i o n  o f  c o s t - c o n t r o l  s t r a t e g i e s  i n  the  p u b l i c  
s e c t o r ,  f o r m l a t i o n  of  a n  e s s e n t i a l  d rugs  p o l i c y  and program, and conduct o f  
f e a s i b i l i t y  s t u d i e s  f o r  a l t e r n a t i v e  f i n a n c i n g  mechanisms f o r  c u r a t i v e  and 
p r e v e n t i v e  h e a l t h  s e r v i c e s .  F i n a l l y ,  a  l a r g e  s h a r e  o f  t h e  r e s o u r c e s  would b e  
used f o r  expans ion  o f  t h e  r u r a l  wa te r  and s a n i t a t i o n  program. 

3. P.L. 480. P.L. 480 T i t l e  I1 w i l l  b e  provided t o  s e l e c t e d  groups i n  urban 
and r u r a l  a r e a s  where the  i n c i d e n c e  o f  m a l n u t r i t i o n  is t h e  h i g h e s t  and r i s k  o f  
permanent damage i s  t h e  g r e a t e s t .  FY 1985 T i t l e  I1 a s s i s t a n c e  w i l l  t o t a l  
about $3.9 m i l l i o n .  

4.  Educat ion and Human Resources ($1.162 m i l l i o n  Supplemental  r e q u e s t ;  
$11.245 m i l l i o n  i n  FY 1985). A. I . D .  s e e k s  t o  s u p p o r t  t h e  GOH i n  i t s  e f f o r t s  
t o  improve t h e  a v a i l a b i l i t y  and q u a l i t y  o f  e d u c a t i o n  and t r a i n i n g  
o p p o r t u n i t i e s  a t  a l l  l e v e l s .  The a d d i t i o n a l  r e s o u r c e s  o f  $1.162 m i l l i o n  i n  
FY 1984 and $11.245 m i l l i o n  i n  FY 1985 w i l l  b e  used  t o  c a r r y  o u t  e d u c a t i o n a l  
r e f o r m  a t  the  pr imary,  s e c o n d a r y ,  and a d u l t  l e v e l s .  The program w i l l  i n c l u d e  
s u p p o r t  f o r  i n f r a s t r u c t u r e  improvement, c u r r i c u l u m  deve lopnen t  , t ex tbook  
d i s t r i b u t i o n ,  and t e a c h e r  t r a i n i n g  i n  the  p u b l i c  s e c t o r  and t h e  expans ion  o f  
s k i l l s  t r a i n i n g  t o  m e t  t h e  needs  o f  t h e  p r i v a t e  s e c t o r  and management 
t r a i n i n g  f o r  s m a l l -  and medium-sized p r i v a t e  s e c t o r  e n t e r p r i s e s .  It w i l l  
s t r e n g t h e n  key Honduran universities i n  t h o s e  f a c u l t i e s  and programs h a v i n g  
d i r e c t  impact on development and w i l l  i n c r e a s e  t h e  a v a i l a b i l i t y  o f  e d u c a t i o n a l  
and t e c h n i c a l  books and j o u r n a l s  f o r  key c o u n t e r p a r t  a g e n c i e s  and 
i n s t i t u t i o n s .  The a c t i v i t i e s  w i l l  be supplemented w i t h  modest a s s i s t a n c e  t o  
improve t h e  management o f  t h e  p u b l i c  s e c t o r  i n  key d e v e l o p n e n t  f i e l d s  and t h e  
manager ia l  c a p a b i l i t i e s  o f  s m a l l  b u s i n e s s e s .  The I n t e r n a t i o n a l  Execu t ive  
Serv ice  Corps is expected t o  p lay  a  key r o l e  i n  t h i s  e f f o r t .  

A . I .D .  w i l l  work i n  c o n c e r t  w i t h  USIA i n  c a r r y i n g  o u t  a  new s c h o l a r s h i p  
program under which USIA w i l l  promote p r i m a r i l y  long-term academic exchanges 
o f  u p a r d l y  mobi le  s t u d e n t s  w i t h  p o t e n t i a l  t o  a c h i e v e  l e a d e r s h i p  i n  
e d u c a t i o n a l ,  c u l t u r a l  and c i v i c  a f f a i r s  w h i l e  A. I. D. e s t a b l i s h e s  s h o r t -  and  
long-term U. S. t r a i n i n g  programs i n  c r i t i c a l  development needs  i n c l u d i n g  
s c i e n c e  and t echno logy ,  e n e r g y ,  env i ronment ,  i n s t i t u t i o n  b u i l d i n g  and t h e  
p r i v a t e  s e c t o r .  A s s i s t a n c e  a l s o  w i l l  be provided i n  t h e  a r e a s  o f  l i t e r a c y  and 



t e a c h e r  t r a i n i n g  through t h e  new l i t e r a c y  and t e a c h e r  c o r p s  program t o  b e  
c a r r i e d  o u t  i n  c o n c e r t  wi th  t h e  Peace Corps. These e d u c a t i o n  programs respond 
t o  a  major recommendation of t h e  B i p a r t i s a n  Commission. '.- 

5. Housing and S o c i a l  I n f r a s t r u c t u r e .  A. I . D .  r e q u e s t s  an a d d i t i o n a l  $1.0 
m i l l i o n  in  FY 1984 and a  t o t a l  o f  $6.005 m i l l i o n  i n  FY 1985 under t h e  S e l e c t e d  
Development A c t i v i t i e s  account  t o  f inance  B i p a r t i s a n  Commission 
recommendations on hous ing  and i n f r a s t r u c t u r e .  The A. I .D.  program w i l l  h e l p  
t h e  GOH meet t h e  needs o f  t h e  burgeon ing  urban p o p u l a t i o n s  f o r  low-cost 
s h e l t e r  s o l u t i o n s ,  expand t h e  a v a i l a b i l i t y  o f  n e c e s s a r y  i n f r a s t r u c t u r e  t o  t h e  
r u r a l  a r e a s ,  p rov ide  e s s e n t i a l  i n f r a s t r u c t u r e  t o  permit  e f f i c i e n t  p r i v a t e  
s e c t o r  development,  and h e l p  a l l e v i a t e  t h e  problem o f  unemployment and 
underemployment by u t i l i z i n g  l a b o r  i n t e n s i v e  c o n s t r u c t i o n  t e c h n i q u e s .  

I n  FY 1985,  A. I .D.  w i l l  s t a r t  a  new HG program ($10.0 m i l l i o n )  t o  h e l p  t h e  
S o c i a l  Housing Eund f i n a n c e  low-cost s h e l t e r  s o l u t i o n s  f o r  low-income Honduran 
f a m i l i e s .  Technical  a s s i s t a n c e  t o  t h e  Eund w i l l  a l s o  b e  p rov ided .  Also ,  i n  
FY 1985, a  new p r o j e c t  w i l l  be i n i t i a t e d ,  u t i l i z i n g  l a b o r - i n t e n s i v e  
t e c h n i q u e s ,  t o  c o n s t r u c t  t h e  e s s e n t i a l  i n f r a s t r u c t u r e  needed t o  pe rmi t  
e f f i c i e n t  p r i v a t e  s e c t o r  development. It w i l l  i n c l u d e  b o t h  hous ing  and f r e e  
zone a r e a s  and i n d u s t r i a l  p a r k s .  

h n d i n g  requ i rements  f o r  Program Developnent and Support  and PVO a c t i v i t i e s  
a r e  i n c l u d e d  under t h e  v a r i o u s  f u n c t i o n a l  a c c o u n t s .  

D. Democratic I n s t i t u t i o n s  and Human Rights  

A s s i s t a n c e  w i l l  be provided i n  t h e  a r e a s  o f  j u d i c i a l  r e f o r m  and democrat ic  
i n s t i t u t i o n s  through r e g i o n a l  programs. I n  t h e  a r e a  o f  j u d i c i a l  r e f o r m s ,  
A.I .D.  w i l l  p rovide  t e c h n i c a l  a s s i s t a n c e ,  t r a i n i n g ,  and m a t e r i a l  r e s o u r c e s  t o  
s t r e n g t h e n  t h e  c a p a c i t y  o f  t h e  c o u r t s ,  p r o s e c u t o r s ,  i n v e s t i g a t i v e  a g e n c i e s ,  
p u b l i c  d e f e n d e r s ,  j u s t i c e  m i n i s t e r s ,  and law s c h o o l s .  This  a s s i s t a n c e  is 
e x p e c t e d  t o  f u r t h e r  i n c r e a s e  awareness  a t  a l l  l e v e l s  o f  Honduran s o c i e t y  f o r  
t h e  r u l e  o f  law and human r i g h t s .  In t h e  a r e a  o f  democra t i c  i n s t i t u t i o n s ,  
A. I . D .  w i l l  emphasize l e a d e r s h i p  t r a i n i n g  f o r  Hondurans who a r e  expec ted  t o  
p l a y  a  dominant r o l e  i n  the  c o u n t r y ' s  p o l i t i c a l  development,  p r i m a r i l y  through 
t h e  s c h o l a r s h i p  program t o  b e  c a r r i e d  o u t  by t h e  U.S.I.A. 



SUMYARY 3 F  P C T I V E  A Y E  P P O P O S E O  ? Q O J E C T S  
(1'4 T H O O S A N G S  3 F  3 0 L L A 9 S )  

P R I J E C T  T I T L E  * L  P R O J 5 C l  
I N U Y B E Q  
G 

A ;QICULTU2E,  R U R A L  3 E V .  A V O  N U T R I T I O N  

R U R A L  E L E C T P I F I C A T I I N  L 5 2 2 - 0 1 3 3  

A G R I C U L T U a A L  R E S E A R C H  : 5 2 2 - 9 1 3 9  

A ;QICULTURE S E C T O R  11 G 5 2 2 - 5 1 5 0  

A ; R I C U L T U R i  S E C T O R  I 1  L 5 2 2 - 3 1 5 0  

R U Z A L  T E C i i Y O L O G I E S  G 5 2 2 - 5 1 5 7  

R U C A L  TRAI IS IA .CESS R O A J S  G 5 2 2 - 2 1 6 6  

R J 1 A L  T R A I L j l A C C 5 S S  Q O A 3 S  i 5 2 2 - 3 1 0 4  

N J Y I C I P A L  3 E V E L O P H E Y T  3 A N 6  L 5 2 2 - 0 1 5 5  
I I 

N A I U R A L  R c S O U P C E S  M & N A G E M E Y T  G 5 2 2 - 0 1 6 5  

N A I J R 4 L  R E S 5 U Q C E S  N A N A G E H E V T  L 5 2 2 - 0 1 5 3  

R U Z A L  H O U S I M C  ; 5 2 2 - 9 1 7 1  

R d Z A L  H O U S I N G  L 5 2 2 - 3 1 7 1  

S U L L  F l P H E R  T I T L I N ;  A N D  ; 5 2 2 - 3 1 7 7  
s z a v i c e s  

S W P L L  F A a n E R  T I T L I N G  A N D  L  5 2 2 - 0 1 P 3  
S t Z b ' I C E S  

I N P L L  F A R M E R  C O F F E E  ; 5 2 2 - 3 1 7 5  
I ~ P C O Y E M E N T  

S U A L L  F A R M E P  C O F F E E  L 5 2 2 - 0 1 7 4  
I U P 2 O V E I E N T  

A G R I C U L T U R A L  C R E D I T  5 5 2 2 - 5 1 7 3  

E X P O R T  P R O ' 4 D T I O N  4 N 3  
S E R V Z C E S  

S R A L L  F A R H i R  L I V t S T 3 C l  G 5 2 2 - 0 2 3 9  

S l l L L  F A R U E R  L f V E S T 3 C K  L  5 2 2 - 0 2 0 9  

F Y  3' F Y  JF 7 5 7 4 1  - 1 H Q J U G d  i Y l 3 -  - E S T f Y a T I O  6 1 5 1 -  - P S 3 D O C F 3  $ 1 3 5 -  
1 N I T : A L  F I h A L  P R O J E C T  COST O J L I ;  F X ? E N 3 1  S3L:5 i X P E Y O I  6 3 L f ;  E X ? t \ 3 f  

O B L I G  0 3 L I G  A d T H O  P L A N V E O  4 T I J N S  T U ? E S  P T I P Y S  T U Q E S  P T I 3 N S  T U R E S  



S U M M A a Y  3 F  A C T I V E  A N 2  P R O P 3 S E 3  P R O J E C T S  
( I Y  T H O U S A N O S  O F  3 O L L A R S )  

F O Z S S T R 1  J I V E L 3 P H E U T  ; 5 2 2 - 1 2 - 4  S *  5 5  --- 3,303 --- --- 2 5 3  --- 
F O a C S T 2 I  O E V Z L I P U i N T  L 5ZZ-tI24; 1. I 5 --- --- . , --- 5 r J 1 3  4,303 --- 
P R 3 S X A M  O E V E L O P S E h T  &NO i 5 2 2 - V l J 3  7 3  5 --- --- 3,549 2,322 6 5 5  7 0 6  
S U P P O R T  

T O T A L .  FOR 4 C C 3 J Y T  
;IA!,TS 
L O 4 N S  

P R I Y A T i  A Y 3  V S L  ; ) 2 2 - ? ? ? 1  ?? C --- --- 2,515 l r l ? 5  1,525 1,232 
O Z ; A N I L A T I 3 N S  - O P G ' S  

T O T A L  F a 2  A C C G U h T  
l i P 4 V T S  
L O A N S  

i l i i L T n  

H E A L T H  S E C T G I  I G 5 2 2 - 0 1 5 3  n3 3 5  3,114 7,114 3,114 l r ? l 3  1,503 1,353 

d t A L T H  SECTOR I L  5 2 2 - J 1 5 3  30 3 5  11,955 1Zl9a5 10,455 5 , 5 1 6  --- , 3 1 2  

M J Y I C I P A L  3 E V i L U P H C N T  3 A N K  L  5 2 2 - 3 1 5 5  30  3 3  3,300 3,303 3,213 1,251 -- - 6 4 5  
I I 

R U a A L  M A T E ?  AND S A N I T A T I O N  G 5 2 2 - 0 1 0 6  5 0  35  5 3 0  1,030 5 3 9  1 * 5  537  1 1  5 

R J ~ I L  d A T E ?  4 N 3  S A Y I T A T I O N  L 5 2 2 - 0 1 6 5  5 a  55  11,533 1P15lO 13,311 4,703 --- 4,732 



SUMYARY O F  P C T I V E  AND P R O P O S E D  P R O J E C T S  

P R O J E C T  T I T L E  L P R O J E C T  F Y  OF 
I N U q R E R  I N I T I A I  

o 8 L I G  

P R l 5 R A M  D E V E L O P M E N T  A N D  5 522-9138 
;UPPORT 

d Z d  A C T I V I T I E S  C  522-9998 

P R I V A I E  A N )  V O L  t 522-9997 
O P $ A N I Z A T I 3 N S  - O P G ' S  

T O T A L  F O R  A C C O U N T  
G R A N T S  
L O A N S  

EO~ICATION AND n u n k v  R E S O U Z C E S  

R U R A L  P R I M l Q Y  E O U C A T I O N  6 522-0167 

R U P A L  P R I M P R Y  E D U C A T I O Y  L 522-0167 

P J 3 L I C  S E C T O R  A D H I N I S T R A T I J N  C  522-3171 

P R I G R A M  OEl 'ELOPMENT AND G 522-9135 
S U P P O R T  

N E U  A C T I V I T I E S  ; 522-9993 

P R I V A T E  A N 3  V O L  G 522-9999 
Q P I A N I Z A T I J N S  - 0P;'S 

T 3 T A L  F O R  A C C O U N T  
G i l P N T S  
L O A N S  

S E L E C T E D  I E V E L O P M E N T  A C T I V I T I E S  

U R S A N  U P G R P D I N G  C  522-0157 

M J V I C I P A L  J E V E L O P M E N T  $ A N <  G 522-J165 
1: 

M U N I C I P A L  I E V E L O P H E N T  a A N K  L  522-3155 
I I 

S P i C I A L  D E V E L O P M E N T  t 522-0169 
A C T I V 1 T : E S  

FY O F  T O T A L  
F I N A L  P R O J E C T  C 3 S T  
o a L I c  A U T H D  P L A N N E D  

- T H 2 O U i H  FY.33- - E S T I M A T E D  F Y 3 4 -  
0 3 L I G  t X P F U C i  0 3 L I S  E X D E Y O I  

A T I O N S  T U 7 E S  P T I O Y S  T J P E S  

P Q O P O S E 3  F Y 9 5 -  
3 3 L I S  E X P E N J I  
A T I O V S  T U R E S  



P R J J E C T  T I T L E  L P R J J E C T  O F  F I  O F  T J T A L  
I N U I B E E  I Y I T I A L  F I N A L  P R O J i C T  COST 
G  O V L I G  3 8 L I G  A J T U P  P L A N N E D  

S M A L L  d U S I Y E S S  O E V I L O P M E N T  G  522-5205  34 5 4  --- 630 

E X P O R T  P R O 9 O T I O N  A Y S  
S Z V I C E S  

E X P O R T  P R O Y O T I J N  A N D  
J E Z V I C E S  

P R 3 G R f i M  D E V E L J P M E N T  A N 2  I; 5 2 2 - 9 1 0 6  '3 C  --- --- 
S U P P 5 R T  

N L ~  A C T I V I T I E S  G  5 2 2 - 9 9 9 8  3 4  85 --- 4,130 

P R I V A T E  A N 3  V O L  
? a ; A N I Z A T I 3 N S  - O P j ' S  

T O T A L  F O 2  A C Z O U N T  1,450 1 V ~ 3 3 0  
G R A N T S  4 5 0  8 r 1  30 
L O L N S  1,033 l l r 5 5 O  

E Z O N O M I C  S U P P J R T  F J N O  

TE;UCIGALPA POUER j 5 2 2 - 0 2 2 5  32 a 2  1,800 l r a 3 0  
R E S T O R P T I O Y  

E C O N O N I C  R i C O V E I Y  PROGRAM I 1  G 3 2 2 - 0 2 3 3  32 55 45,050 l l 3 r 0 5 0  

E C O N O N I C  S E C O V t R l  P 1 O G R A M  I 1  L 5 2 2 - 0 2 3 3  32 5 5  4 5 1 9 5 3  57,155 

N E U  ACTIVITIES c 5 2 2 - 9 9 9 4  34 a s  --- 137, joo  

T O T A L  F O R  AC:3UNT 
G R A Y T S  
L O A N S  





FY 8 5  CP ECONOMIC AND SOCIAL DATA 
COLWTRY: I 5 2 5  I PANAMA 

----- 
*BASIC DATA* ------- 
TOTAL POPULATION.. ITHOUSANDSIMID 1 9 8 3 )  2.058 

--------- 
MAJOR EXPORTS... 1 1 9 8 1 )  PETROLEUM .BANANAS *SUGAR 

PER CAPITA GNP.......... I D O L L A R S I ~ ~ R I )  1.910 EXPORTS TO U.S. 
0 M I L L I O N S t  U S *  FOB) ( 1 9 8 0 )  1 7 3  1 1 9 8 1 )  1 6 7  1 1 9 8 2 )  1 4 6  

ANNUAL PER CAPITA REAL GNP GROWTH RATE.. 1 1 9 7 0 - 8 1 )  1.11 AS % OF TOTAL EXPORTS ( 1 9 8 0 1  461 ( 1 9 8 1 )  4 9 Z  1 1 9 8 2 )  4 2 2  

ANNUAL RATE OF INFLATION 1 1 9 7 0 - 8 1 1  7.6% M J O R  IMPORTS....I1981) MANUFACTUIES rCRUDE O I L  lTRANSPORT EQPT 

NATIONAL INCOnE RECEIVED BY LOW 2 0 %  OF POPULATION..I1970) 2.01 IMPORTS FROM U.S. 
I S  MILLIONS. US* C I F )  1 1 9 8 0 )  4 8 9  1 1 9 8 1 )  5 3 6  1 1 9 8 2 )  688 

L I F E  EXPECTANY AT B I R T H *  I N  YEARS AS 1 OF TOTAL IMPORTS l 1 9 8 O )  3 7 %  I 1 9 8 1 1  3 7 %  1 1 9 8 2 )  4 7 8  
1 1 9 8 2 )  TOTAL 71.0 MALE 69.0 FEMALE 7 3 - 0  - .  . . . . . . .  -- ~ .- 
I 1 9 7 0 1  TOTAL b6.1 MALE 64.6 FEMALE 61;s TRADE BALANCEIS M I L L I O N S v  U+S. ) (19801  - 9 5 9 1 8 1 )  - 1 ~ 1 1 5 1 8 2 ) - 1 . 1 1 4  

ADULT LITERACY RATE 1 1 9 8 0 )  TOTAL 85% MALE 8 5 1  FEMALE 8 4 %  TRADING PARTNERS: UNITED STATES .ECUADOR *VENEZUELA 

EXTERNAL PUBLIC DEBT AS 1 OF GNP 1 1 9 8 1 )  79.6s 
*AGRICULTURE* - - - - - - -- - S E R V I t E  PAYMENTS ON EXTERNAL PUBLIC DEBTI ........................... ANNUAL PER C A P I T I  AGRICULTURAL PRODUCTION GRCWTH RATE I S  MILLIONS. U.S.)... ( 1 9 8 1 )  4 9 2  

( 1 9 7 3 - 1 9 8 2 1  -0.11 AS 1 OF EXPORT EARNINGS (DEBT SERVICE RATIOl.... 1 1 9 8 1 1  1 4 3 %  - -- -- - - - 
AGRICULTWAL PROWCTIOY AS Z OF GDP..... ........ I 1 9 7 8 1  I b X  *SOCIAL DATA* -- 
POPUL4TIDN O B U S I P I  1 5 9  M I  OF 4GRICULTURAL L I N D  I 1 9 7 9  2 6 8  POPULATION GROWTH RATE...(1970) Z . 7 X  I 1 9 7 8 1  2.2% ( 1 9 8 3 )  2.1% 

POPULATION I N  URBAN AREAS........... .I 1 9 7 0 )  4 8 %  ( 1 9 8 2 )  5 6 1  

MAJOR CR~PIS)  ARABLE LAND YEAR L I V E  BIRTHS PEQ l rOOO POPULATION.,...l1970I 3 7  1 1 9 8 3 )  2 6  
SUBSISTENCE: CORN .BEANS-DRY ,RICE 4 1 1  1 1 9 8 2 )  
CASH: YAW SUGAR 1BANANLS ,COFFEE 2 1 s  ( 1 9 8 2 1  MARRIED YOMEN AGED 15-44 Y R S .  USING CONTRACEPTION. ( 1 9 7 9 )  60.61 

MAJOR AGPICULTURAL E X P O R T S t ( l 9 8 2 1  RANANAS ,RAW SUGAR 

MAJOR AGRICULTIRAL 1MPORTS:I 1 9 8 2 )  WHEAT ,CORN t 

PROPORTION OF LABOR FORCE I N  AGRICULTURE.... .... 1 1 9 8 0 )  

*CENTRAL GOVERNMENT FINANCES* 

TOTAL R E V ~ N U E S  AM) GRANTS IS n 1 L L I n v s .  u.s.) 
1 1 9 7 7  I 5 4 6  I 7 8 1  598  1 7 9 )  

TOTAL EXPENDITURES AND NET LENDING I S  MILLIONSI  U.S.1 
1 1 9 7 7 )  6 6 5  1 7 8 )  7 5 7  1 7 9 )  

D E F I C I T ( - I  OR SURPLUS I S  M I L L I W S I  U.S.1 
1 1 0 7 7 1  -I 19 1 7 R I  -160 ,701 

POPULATION ( 1 9 8 0 )  I N  AGE GROUP: 
10- l4VRS1 +0.1X (15-64YRS) 55.81 165+ YRS) 4.1% 

INFANT DEATHS I N  F I R S T  YR OF L I F E  PER 1 0 0 0  L I V E  BIRTHS 1 1 9 8 3 )  2 3  

PEOPLE PER PHYSICIAN................ 1 1 9 7 7 )  1.223 

MAJOR CAUSES OF 
DISEASE 1 1 9 7 9 1  GONORRHEA .MEASLES .FLU L PNEUMONIA 

6 8 1  DEATH.. 1 1 9 7 5 )  PERINATAL DIS. ICANCER . 
1.049 PER CAPITA CALORIE SUDPLY AS A Z OF REWIREMENTS.. ( 1 9 7 6 )  

-368 POPULATION WITH REASONABLE ACCESS TO SAFE WATER SUPPLYl1976)  
- - - - - . - - - - . 

AS % OF TOTAL EXPENOITUKES.. I . I  . Z I . I  . % I I . X TOTAL SCHOOL ENROLLMENT AS 1 OF POPULATION I N  AGE GROUP: 
AS 1 OF GNP............... .. I I . % I 1 . % I . I  . 2 PRIMARY......... 1 1 9 7 9 )  TOTAL 1 1 5 %  MALE l 1 8 L  FEMALE 1 1 3 1  

SECONDARY....... 1 1 9 7 9 )  TOTAL 66.0% MALE bZ.U% FEMALE 70.0% 
O F F I C I A L  INTERNATIONAL RESERVES, GROSS HOLDINCS EN0 OF PERIOD, POST SECONDARY.. ( 1 9 7 7 )  TOTAL 17.59 MALE 16.5% FEMALE 18.51 

I $ M I L L I O N S 1  U.S.1 1 1 9 8 0 )  1 2 1 I R 1 )  l Z O ( 8 2 1  101 
EOUIVALENT T O  0.8 MMITHS OF IMPOQTS 1 1 9 8 2  1 ENERGY PRODUCTION AS 1 OF CONSUMPTION.............I1981I 8.5% 



US. OVERSEAS LOANS AND GRANTS - OBLIGATIONS AND LOAN AUTHORIZATIONS 
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PROGRAM 

~COMOWIC  ISIS~AMC€ -TOTAL . . . . . . . . . .  
LO.". . . . . . . . . . . . . . . . . . .  
on"" . . . . . . . . . . . . . . . . . .  

r MAP Gnnu 

,?J8. U l  G n . n n n t  L u - a .  . . . . . . . . .  
. . . . . . . . . . . . . . .  I. E.ron-lmoonl,"k Lon, 

b. A I I D ~  L- . . . . . . . . . . . . . . . . . . . . . .  

FOREIGN ASSISTANCE ACT PERIOD 
TOTAL REPAY- REPAY. 

LOANS AND MENTI AND 
MENTI GRANTI INTEREET 

,NIIREIT 
lYHI2 1-2 ,- 

& ASSISTANCE FROM INTERNATIONAL A(IENCIE8 - COLUITMENl"@ 

A f 3 3  3.0 0.0 0.0 L C  
UNIP 3. S 3 . 1  0.0 26.1 
OTiEP-UN 3.5 0.0 0.1 4.4 

United States 16.0 21.0 90.0 
Japan 5.3 4.4 12.9 
Gemmy Pea. ~ e p .  0.8 0.5 3.7 
Netherlands 0.5 0.7 2.2 
CaMda 0.1 0.7 1.1 
other 0.5 0.3 2.0 
Total 23.5 27.6 111.9 



P A N A M A  

PROGRAM SUMMARY 

Fiscal 
Year 

1983 
Loans 
Grants 

Total - 
1984 
Loans 
Grants 

L985 
Loans 
Grants 

Total - 

Total 

Iln thourands of dm 

Agriculture, 1 

Nutritimn 

I 

rsl 
iducation 
nd Humam 
Resource! 
Develop 
ment -- 

Selected 
)evelopment 

I 
Programs 

Activities 
Other 

FY 1985 
PROGRAM HIGHLIGHTS 

--$30 million in FY 1984 and $20 million in FY 1985 of ESF to support 
economic policy adjustments and economic stabilization. 

--$5 million for small business development. 

--$4 million for development policy management to strengthen GOP capacity. 



Panama 

I RESOURCE FLOWS 
Iln thousands o f  dollars) 

p r o g r a m  j - 
FY 1983 ~y 1984 ~y 1985 

(Actual) (Estimated) 
I Aid* I I I 

- . ~ ~ ~  
Grants 2,494 371019 32;076 

Total AID 10.507 54,233 46,722 
P.L. 480" 

I Title I I -- I -- I -- 
/ f o i  which Title Ill is) I ( ) I  ( -- ) I (  -- -- 1 
--- Title II 1.046 1,322 488 

Total P.L. 480 1.046 1,322 488 
Total AID and P.L. 480 -- 11,553 55,555 47,210 

.AID levels represent actual and estimated expenditures 
levels represent actual - and estimated value o f  shipments 

PERSONNELlPARTlClPANTS DATA 

Direct Hire 17 22 23 
PASA~  1 2 2 
Contract 1 3 3 

Total 1 9  2 7 2 8 
Participants d 

Noncontract 74  7 3 8 6 
Contract -- -- -- 

Total I 74  I 73 I 86 
aU. S. nationals on duty at the end of  the fiscal year. 
b~~ 1984 and 1985 msit ion levels 

CPanicipating agency technicians 
d~rogramrned during the fiscal year. 

Title I 
Wheat 
Rice 
Feedgrains 

Voluntary Agencies 
World Food Programs 



PANAMA 

Overview and S t r a t e g y  

A. I n t r o d u c t i o n  and O b j e c t i v e s  

As t h e  s i t e  o f  a  major i n t e r o c e a n i c  c a n a l  through which p a s s e s  much o f  o u r  
e x t e r n a l  t r a d e ,  Panama i s  o f  g r e a t  s t r a t e g i c  impor tance  t o  t h e  United S t a t e s .  
Cur m i l i t a r y  bases  t h e r e  h e l p  p r o t e c t  t h e s e  s t r a t e g i c  i n t e r e s t s .  U.S. 
economic i n t e r e s t s  i n  Panama a r e  a l s o  s t r o n g :  U. S. p r i v a t e  inves tment  i n  the  
c o u n t r y  i s  t h e  t h i r d  l a r g e s t  i n  L a t i n  America--greater  than  t h a t  i n  t h e  
n e i g h b o r i n g  C e n t r a l  American coun tr i e s  combined . 
Panama h a s  been s i g n i f i c a n t l y  a f f e c t e d  by t h e  p o l i t i c a l  and s o c i a l  t u r m o i l  i n  
C e n t r a l  America. Refugees from p o l i t i c a l  v i o l e n c e ,  a s  w e l l  a s  t h o s e  s e e k i n g  a  
s a f e  haven f o r  t h e i r  economic a s s e t s ,  have t h u s  f a r  found i t  a  s e c u r e  p lace  t o  
s e t t l e .  Eut a  worsen ing  o f  p o l i t i c a l  c o n d i t i o n s  i n  C e n t r a l  America and t h e  
coming t o  power o f  a d d i t i o n a l  r eg imes  h o s t i l e  t o  o u r  i n t e r e s t s  would s e r i o u s l y  
damage Panama's r e l a t i v e  t r a n q u i l i t y  and pose a  s i g n i f i c a n t  t h r e a t  t o  U.S. 
i n t e r e s t s .  Recogniz ing t h e  e x t e r n a l  danger t o  i t s  s e c u r i t y ,  Panama h a s  j o i n e d  
w i t h  o t h e r  Car ibbean Basin n a t i o n s  -- Mexico, Colombia, and Venezuela--to s e e k  
a  p e a c e f u l  s o l u t i o n  t o  t h e  c o n f l i c t s  i n  which C e n t r a l  America is now embro i l ed .  

A f a v o r a b l e  outcome o f  our  ongoing economic and s e c u r i t y  a s s i s t a n c e  programs 
i n  t h e  C e n t r a l  American r e g i o n  may depend on s o m  e a r l y  s i g n s  o f  s u c c e s s .  
Panama, i f  s u p p o r t e d  i n  and h e l d  t o  i t s  emerging economic program, is t h e  most 
l i k e l y  c a n d i d a t e  f o r  p r o v i d i n g  such  a  s u c c e s s  s t o r y .  Moreover,  o u r  s u p p o r t  
would demons t r a c e  t o  t h e  o t h e r  n a t i o n s  o f  t h e  r e g i o n  t h e  v a l i d i t y  o f ,  and 
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b e n e f i t s  d e r i v e d  from, a  m a r k e t - o r i e n t e d ,  p r i v a t e - s e c t o r  approach t o  growth 
w i t h  e q u i t y .  

Panama is s c h e d u l e d  t o  complete t h e  p rocess  o f  t r a n s i t i o n  from a  m i l i t a r y  t o  a  
d e m o c r a t i c a l l y  e l e c t e d ,  r e p r e s e n t a t i v e  government w i t h  e l e c t i o n s  i n  May 1984. 
The new government is u n l i k e l y  t o  b e  e x t r e m i s t ,  and  i f  i t  demons t ra tes  
r e a s o n a b l e  compe t ence  i n  d e a l i n g  w i t h  i m p o r t a n t  domes t i c  and i n t e r n a t i o n a l  
c o n c e r n s ,  s h o u l d  b e  a b l e  t o  govern p e a c e f u l l y .  The most e v i d e n t  p o t e n t i a l  
t h r e a t  t o  p o l i t i c a l  s t a b i l i t y  f o l l o w i n g  t h e  e l e c t i o n s  i s  t h e  p r o s p e c t  o f  
i n c r e a s i n g  unemployment. C o n t i n u a t i o n  o f  t h e  c u r r e n t  economic r e c e s s i o n  and a  
p u b l i c  p e r c e p t i o n  t h a t  t h e  government is somehow r e s p o n s i b l e  f o r  t h e  c o u n t r y ' s  
economic d i f f i c u l t i e s  o r  i s  n o t  d o i n g  enough t o  r e s o l v e  them c o u l d  s e t  t h e  
s t a g e  f o r  s o c i a l  u n r e s t  and p o s s i b l e  renewed i n t e r c e s s i o n  by t h e  m i l i t a r y .  

Our o b j e c t i v e s  i n  Panama, t h e r e f o r e ,  a r e  t o  a s s i s t  t h e  government i n  ( 1 )  
a t t a i n i n g  economic s t a b i l i z a t i o n  i n  1984-1985, ( 2 )  implement ing a  s e r i e s  o f  
p o l i c y  r e f o r m s  t o  a c h i e v e  t h e  s t r u c t u r a l  ad jus tment  needed f o r  a  r e sumpt ion  
o f  s u s t a i n e d  economic growth,  ( 3 )  p r e s e r v i n g  t h e  h i g h  d e g r e e  o f  e q u i t y  
a c h i e v e d  d u r i n g  t h e  l a s t  1 5  y e a r s ,  a n d  (4)  f u r t h e r i n g  t h e  p r o c e s s  o f  
d e m o c r a t i z a t i o n .  



B. Developnent Performance and Problems 

Between 1968 and 1973, P a n a m ' s  g r o s s  domestic product (GDP) grew a t  an annual  
r a t e  o f  7.3% and b a s i c  needs i n d i c a t o r s  showed s i g n i f i c a n t  improvements, 
s u g g e s t i n g  t h a t  Panama had dev i sed  a  s u c c e s s f u l  g r o w t h r i t h - e q u i t y  model. 
Af te r  1973, however, a  combinat ion o f  e x t e r n a l  e v e n t s  and i n t e r n a l  p o l i c y  
changes  began t o  c a l l  i n t o  q u e s t i o n  t h e  long-run v i a b i l i t y  o f  t h e  approach.  
Sharp ly  r i s i n g  world  pet roleum p r i c e s ,  i n t e r n a t i o n a l  i n f l a t i o n  and r e c e s s  i o n ,  
and t h e  Panama Canal T r e a t y  n e g o t i a t i o n s  in t roduced  g r e a t e r  r i s k  and 
u n c e r t a i n t y  i n t o  economic d e c i s i o n m a k i n g ,  and C a n a l - r e l a t e d  a c t i v i t i e s  were 
a f f e c t e d  by t h e  world r e c e s s i o n .  P r i v a t e  s e c t o r  conf idence  was eroded by 
i n c r e a s e d  government r e g u l a t i o n ,  p a r t i c u l a r l y  a  h i g h l y  r e s t r i c t i v e  l a b o r  code 
and p r i c e  and r e n t  c o n t r o l s ,  government a c q u i s i t i o n  o r  c r e a t i o n  o f  a  number o f  
d i r e c t l y  p r o d u c t i v e  e n t e r p r i s e s ,  a  r a p i d  i n c r e a s e  i n  p u b l i c  s e c t o r  employment 
(80% o f  new jobs c r e a t e d ) ,  and o v e r a l l  p o l i c y  s t a t e m e n t s  pe rce ived  t o  be 
a n t i - p r i v a t e  e n t e r p r i s e .  These i n t e r n a l  and e x t e r n a l  f a c t o r s  combined t o  
produce a  d rop  i n  p r i v a t e  investment  between 1973 and 1977, a  s lowing  o f  
economic growth,  and a  s h a r p l y  r i s i n g  p u b l i c  s e c t o r  d e f i c i t  f inanced  l a r g e l y  
by f o r e i g n  d e b t ,  which reached  n e a r l y  80% o f  t h e  GDP by t h e  end o f  t h e  decade.  

The domes t ic  p o l i t i c a l  environment  improved s i g n i f i c a n t l y  a f t e r  1977, a s  t h e  
terms o f  t h e  Canal T r e a t i e s  were a g r e e d  upon and then  r a t i f i e d .  The budget  
d e f i c i t  was s u b s t a n t i a l l y  reduced under s t a b i l i z a t i o n  programs s u p p o r t e d  by 
t h e  I n t e r n a t i o n a l  Monetary Fund ( IMF) , and p r i v a t e  investment  was encouraged 
through e x p o r t ,  i n v e s t m e n t ,  and employment i n c e n t i v e s .  C o n s t r u c t i o n  and 
s e r v i c e  a c t i v i t i e s  grew r a p i d l y ,  b u t  a g r i c u l t u r e  and i n d u s t r y  were s t i l l  
a d v e r s e l y  a f f e c t e d  by t h e  p o l i c y  and i n s t i t u t i o n a l  environment .  Fur thermore,  
by 1982, Panama was f e e l i n g  the  impact  o f  the  most r e c e n t  world  r e c e s s i o n ,  a s  
tour i sm and f r e e  zone a c t i v i t i e s  d e c l i n e d  s i g n i f i c a n t l y .  Real p r i v a t e  
investment  f e l l  a f t e r  complet ion o f  the  t r ans - i s thmian  o i l  p i p e l i n e .  
P o l i t i c a l  p r e s s u r e s ,  emanat ing p a r t l y  from t h e  u n c e r t a i n t i e s  caused by General  
T o r r i j o s '  a c c i d e n t a l  d e a t h ,  r e s u l t e d  i n  compensating i n c r e a s e s  i n  p u b l i c  
i n v e s t m e n t ,  much o f  i t  f inanced  through a d d i t i o n a l  e x t e r n a l  borrowing.  The 
GDP grew by o n l y  2% i n  1982 and f e l l  by an e s t i m a t e d  2.8% i n  1983. 

The e r r a t i c  performance o f  t h e  Panamanian economy between 1973 and 1983 
r e s u l t e d  i n  an average  a n n u a l  GDP growth r a t e  o f  3.71, w e l l  below e a r l i e r  
achievements .  N e v e r t h e l e s s ,  c o n t i n u e d  p rogress  was made i n  impor tan t  a s p e c t s  
o f  s o c i a l  development: l i f e  expec tancy  reached  7 1  y e a r s ;  the  i n f a n t  m o r t a l i t y  
r a t e  f e l l  t o  21 per  thousand,  t h e  secondary  e n r o l l m e n t  r a t i o  r o s e  t o  65%, and 
income d i s t r i b u t i o n  became more e q u i t a b l e .  These g a i n s ,  however,  were 
f inanced  through e x t e r n a l  borrowing a t  a  r a t e  t h a t  was u n s u s t a i n a b l e .  By t h e  
end o f  1983, the  p u b l i c  e x t e r n a l  d e b t  had reached $3.4 b i l l i o n ,  and i n t e r e s t  
payments on t h i s  d e b t  absorbed  8 .5% o f  t h e  GDP i n  1982. 

In t h e  n e a r  term, Panama's a b i l i t y  t o  minimize t h e  d e c l i n e  i n  i t s  a b i l i t y  t o  
m a i n t a i n  s o c i a l  s e r v i c e s  and t h e  s t a t e  o f  i t s  i n f r a s t r u c t u r e  i s  t h r e a t e n e d  n o t  
o n l y  by l i m i t e d  a c c e s s  t o  e x t e r n a l  c a p i t a l  and o t h e r  a s p e c t s  o f  the  c u r r e n t  
economic c r i s i s ,  b u t  a l s o  by t h e  poor o u t l o o k  d u r i n g  t h e  1980s f o r  two o f  i t s  
p r i n c i p a l  commodity e x p o r t s ,  bananas  and s u g a r .  Moreover, i n t e r n a t i o n a l  



bank ing  and  e x p o r t  s e r v i c e s  have  r e a c h e d  a lmos t  f u l l  m a t u r i t y  and  a r e  n o  
l o n g e r  l i k e l y  t o  be t h e  s o u r c e s  o f  major a d d i t i o n a l  growth i n  t h e  y e a r s  
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ahead .  F u t u r e  economic growth w i l l  t h u s  depend h e a v i l y  on Panama's a b i l i t y  t o  
d i v e r s i f y  i t s  e x p o r t  b a s e ,  p a r t i c u l a r l y  i n  manufactured p r o d u c t s  b u t  a l s o  i n  
a g r i c u l t u r e  and  f i s h e r i e s .  

The n e x t  innnediate need i s  t h e  complet ion o f  a  s t a b i l i z a t i o n  program a d o p t e d  
d u r i n g  t h e  f i r s t  h a l f  o f  1983 and s u p p o r t e d  by an 1 8 m o n t h  IMF s t a n d b y  
a r rangement  f o r  $158 m i l l i o n ,  approved i n  June  1983 a l o n g  w i t h  a n o t h e r  $62 
m i l l i o n  under  the  IMF's compensatory f i n a n c i n g  f a c i l i t y .  The s t a n d b y  
agreement  c a l l s  f o r  a  r e d u c t i o n  i n  t h e  p u b l i c  s e c t o r  d e f i c i t  from 11% o f  t h e  
GI)P i n  1982 t o  6% i n  1983 and 5.5% i n  1984. Continued improvement o f  p u b l i c  
s e c t o r  f i n a n c e s  i s  a l s o  one o f  t h e  o b j e c t i v e s  o f  a  comprehensive  economic 
re fo rm program s u p p o r t e d  by a  World Bank S t r u c t u r a l  Adjustment Loan o f  $60.2 
m i l l i o n  and  a  r e l a t e d  t e c h n i c a l  a s s i s t a n c e  l o a n  o f  $5 m i l l i o n  approved i n  
November 1983. A.I.D. h a s  been s i g n i f i c a n t l y  invo lved  i n  t h e  p o l i c y  d i a l o g u e  
p r o c e s s  which l e d  t o  a p p r o v a l  o f  t h e  World Bank loan .  

h c e  s t a b i l i z a t i o n  is a c h i e v e d ,  a r e t u r n  t o  r a p i d  and s u s t a i n e d  economic 
growth is e s s e n t i a l  f o r  a l l e v i a t i n g  Panama's s e r i o u s  and growing unemployment 
problem. The o f f i c i a l  unemployment r a t e  was 8.9% i n  1982, and p r e l i m i n a r y  
d a t a  s u g g e s t  t h a t  i t  r o s e  t o  11.6% i n  1983; a  b r o a d e r  d e f i n i t i o n  would put  i t  
h i g h e r .  Given the  p r o s p e c t s  f o r  r e l a t i v e l y  slow economic growth i n  t h e  medium 
t e r m ,  t h e  unemployment r a t e  w i l l  r i s e  f u r t h e r  u n l e s s  s t r u c t u r a l  r e fo rms  
f a v o r i n g  more l a b o r - i n t e n s i v e  economic growth a r e  adop ted .  A sound 
macroeconomic p o l i c y  t h a t  encourages  l a b o r - i n t e n s i v e  p r o d u c t i o n  i n  b o t h  
d o m e s t i c  and e x p o r t - o r i e n t e d  a c t i v i t i e s  would be t h e  most  e f f e c t i v e  means o f  
d e a l i n g  w i t h  t h i s  growing s o c i a l  problem. *c 

C. S t r a t e g y  and  P o l i c y  Agenda 

Our s t r a t e g y  i n  Panama is ( 1 )  t o  a s s i s t  t h e  government i n  comple t ing  i t s  
s t a b i l i z a t i o n  program; ( 2 )  t o  s t i m u l a t e  r a p i d  and s u s t a i n e d  economic growth b y  
e n c o u r a g i n g  t h e  government t o  c a r r y  o u t  p o l i c y  reforms and by p r o v i d i n g  
f i n a n c i n g  t o  t h e  p r i v a t e  s e c t o r ;  ( 3 )  t o  a s s i s t  the government i n  m a i n t a i n i n g  
and u l t i m a t e l y  expand ing  i t s  s o c i a l  s e r v i c e s ,  a l r e a d y  w i d e l y  d i s t r i b u t e d ,  
through management improvements and s e l e c t e d  f i n a n c i a l  a s s i s t a n c e ,  
p a r t i c u l a r l y  f o r  h o u s i n g ;  and ( 4 )  t o  encourage t h e  c o n s o l i d a t i o n  o f  t h e  
p r o c e s s  o f  d e m c r a t i z a t i o n ,  o f  which the  May 1984 e l e c t i o n s  a r e  an  i m p o r t a n t  
e l e m e n t .  

1. S t a b i l i z a t i o n .  Completion o f  t h e  s t a b i l i z a t i o n  program adop ted  i n  1983 
w i l l  b e  a  major c h a l l e n g e  f a c i n g  t h e  new government t o  be  e l e c t e d  i n  May 
1984. I f  i t  meets t h i s  c h a l l e n g e ,  t h e  f i s c a l  c o n s t r a i n t s  o f  t h e  program, 
combined w i t h  t h e  s low r e c o v e r y  o f  the  i n t e r n a t i o n a l  economy, a r e  e x p e c t e d  t o  
r e s u l t  i n  z e r o  growth o f  t h e  GDP i n  1984,  a f t e r  which a resumpt ion  o f  p o s i t i v e  
economic g r w t h  is expec ted .  Economic Support Fund a s s i s t a n c e  i n  1984 w i l l  b e  
c o n d i t i o n e d  on c o n t i n u e d  compl iance  w i t h  t h e  terms o f  t h e  Government o f  
Panama's (GDP's ) s t a n d b y  arrangement  w i t h  the  IMF. 



2. Growth i n  t h e  p r o d u c t i v e  S e c t o r s .  The COP has  committed i t s e l f  t o  a  
development s t r a t e g y  o f  employment g e n e r a t i o n  through g r e a t e r  re1 i a n c e  on 
marke t  f o r c e s  t o  s t i m u l a t e  p r i v a t e  p r o d u c t i o n ,  e s p e c i a l l y  f o r  e x p o r t  
d i v e r s i f i c a t i o n .  P u b l i c  inves tment  under t h i s  s t r a t e g y  would be  c o n c e n t r a t e d  
i n  a r e a s  s u p p o r t i v e  o f  d i r e c t l y  p r o d u c t i v e  p r i v a t e - s e c t o r  a c t i v i t i e s .  The COP 
h a s  a l r e a d y  under taken  a  number o f  p o l i c y  measures ,  i n c l u d i n g  d i v e s t i t u r e  o f  
p b l i c  e n t e r p r i s e s ;  f r e e i n g  o f  e x p o r t  r e s t r i c t i o n s  o n ,  o r  p r i c e s  o f ,  s e v e r a l  
commodities;  s u b s t i t u t i o n  of  a d  valorem t a r i f f s  f o r  impor t  q u o t a s  on many 
commodities;  and e s t a b l i s h t r e n ~ o f  a  Na t iona l  Inves tment  Counci l  t o  promote 
p r i v a t e  inves tment  i n  p r o d u c t i v e  e n t e r p r i s e s .  Other p o l i c y  measures des igned  
t o  l i b e r a l i z e  t h e  economy a r e  b e i n g  i d e n t i f i e d  i n  a  s e r i e s  o f  p o l i c y  s t u d i e s  
f i n a n c e d  by t h e  World Bank under a  t e c h n i c a l  a s s i s t a n c e  l o a n  approved i n  
Wvember 1983,  a s  w e l l  a s  by A. I .D.  These s t u d i e s  w i l l  expand and  make more 
s p e c i f i c  t h e  agenda f o r  A . I . D . ' s  p o l i c y  d i a l o g u e  w i t h  t h e  COP over  t h e  s h o r t  

medium term.  The agenda i n c l u d e s  t h e  f o l l o w i n g  t o p i c s :  

P u b l i c  S e c t o r  E f f i c i e n c y .  P o l i c y  d i a l o g u e  would i n c l u d e  re fo rm o f  t h e  
Customs A d m i n i s t r a t i o n ,  d i s p o s a l  o f  u n p r o f i t a b l e  p u b l i c  e n t e r p r i s e s ,  
r e s t r u c t u r i n g  o f  t h e  c a p i t a l  o f  t h e  Nat ional  Finance Corpora t ion  and 
r e f o r m  o f  i t s  management, s t r e n g t h e n i n g  o f  t h e  h e a l t h  sys tem and  t h e  
S o c i a l  S e c u r i t y  Agency, t a x  r e f o r m ,  and p r i c e  p o l i c y  r e f o r m s  by p u b l i c  
u t i l i t i e s  . 
I n d u s t r i a l  P o l i c y ,  Trade L i b e r a l i z a t i o n  and h p l o y m e n t .  P o l i c y  d i a l o g u e  

w i l l  focus  on t h e  i s s u a n c e  o f  a  new i n d u s t r i a l  i n c e n t i v e s  law,  the  l i n k i n g  
o f  s i m p l i f i e d  e x p o r t  i n c e n t i v e s  t o  employment, removal o f  most  r emain ing  
impor t  q u o t a s ,  d i s m a n t l i n g  o f  p r i c e  c o n t r o l s  on i n d u s t r i a l  p r o d u c t s ,  
r e d u c t i o n  o f  t a r i f f  p r o t e c t i o n  t o  a  more un i fo rm l e v e l ,  and  changes i n  
p r o v i s i o n s  o f  t h e  l a b o r  code.  

A g r i c u l t u r a l  P o l i c i e s .  The n e g o t i a t i n g  agenda w i l l  i n c l u d e  p o l i c i e s  which 
would e l i m i n a t e  r e s t r i c t i o n s  on t h e  e x p o r t  o f  f i s h m e a l ,  f u r t h e r  r educe  
a g r i c u l t u r a l  s u p p o r t  p r i c e s  and f r e e i n g  o t h e r  a g r i c u l t u r a l  p r i c e s ,  r e f o r m  
and s t r e n g t h e n  a g r i c u l t u r a l  s e c t o r  i n s t i t u t i o n s  and improve c o o r d i n a t i o n  
among them, reduce  t h e  s t a t e ' s  r o l e  i n  d i r e c t  a g r i c u l t u r a l  p r o d u c t i o n ,  a n d  
p r o v i d e  a d d i t i o n a l  i n c e n t i v e s  t o  a g r i c u l t u r a l  p roducers  and p r o c e s s o r s .  

Spread ing  t h e  B e n e f i t s  o f  Growth. Apart  from t e c h n i c a l  a s s i s t a n c e  t o  
improve t h e  management and a d m i n i s t r a t i o n  o f  s o c i a l  s e r v i c e s ,  our  s t r a t e g y  f o r  
s u p p o r t i n g  t h e  e q u i t y  o b j e c t i v e  w i l l  c o n c e n t r a t e  on a s s i s t a n c e  f o r  s h e l t e r  
improvement under t h e  Housing Gbaranty (HG) program, i n  l i n e  w i t h  a 
recommendation o f  t h e  B i p a r t i s a n  Commiss ion.  Our agenda f o r  p o l i c y  d i a l o g u e  
i n  t h e  hous ing  a r e a  i n c l u d e s  r e s t r u c t u r i n g  o f  t h e  Na t iona l  Mortgage Bank t o  
a l l o w  i t  t o  o p e r a t e  a s  an  autonomous f i n a n c i a l  i n s t i t u t i o n ;  e l i m i n a t i o n  o f  
r e g u l a t i o n s  on d e p o s i t  and l e n d i n g  i n t e r e s t  r a t e s  f o r  t h e  s a v i n g s  and l o a n  
sys tem;  s t r e n g t h e n i n g  o f  t h e  M i n i s t r y  o f  Housing t o  a l l w  i t  t o  f u n c t i o n  a s  
t h e  l e a d i n g  i n s t i t u t i o n  i n  urban p l a n n i n g ;  and e l i m i n a t i o n  o f  t h e  r e c e n t l y  
e s t a b l i s h e d  0.5% t a x  on l o a n s ,  t h e  proceeds  o f  which a r e  b e i n g  used  t o  
s u b s i d i z e  i n t e r e s t  r a t e s  on hous ing  l o a n s .  



A. I.D. Program (FY 1983 and FY 1984)  

A. Employment 

During FY 1983 ,  t h e  A. I.D. program con t inued  t o  focus  on s t i m u l a t i n g  p o l i c y  
r e  forms,  p r i v a t e  s e c t o r  growth and i n c r e a s i n g  employment. A. I. D. a s s i s t e d  the  
W P  w i t h  a  s e r i e s  o f  economic s t u d i e s  f o r  a  major r e o r i e n t a t i o n  o f  GOP 
inves tment  and development p o l i c i e s  and f inanced  a  seminar  f o r  COP and p r i v a t e  
s e c t o r  r e p r e s e n t a t i v e s  t o  d i s c u s s  d e v e l o p e n t  needs  and p r o j e c t s .  These 
e f f o r t s  were  r e i n f o r c e d  by t h e  $4 m i l l i o n  b t i o n a l  Inves tment  Counci l  
(525-0239) p r o j e c t  t o  s t i m u l a t e  p r i v a t e  inves tment  and  t o  p rov ide  "one-stop" 
i n v e s t o r  s e r v i c e s  t o  p r o s p e c t i v e  i n v e s t o r s .  A. I .D.  a l s o  a s s i s t e d  two 
v o l u n t a r y  a g e n c i e s  i n  p r o v i d i n g  m a n a g e r i a l  and employment-related t r a i n i n g  t o  
300 s m a l l  e n t r e p r e n e u r s  and women. An e v a l u a t i o n  o f  t h e  s m a l l  b u s i n e s s  
components o f  two p r e v i o u s l y  a u t h o r i z e d  p r o j e c t s  r e s u l t e d  i n  improved p r o j e c t  
e f f i c i e n c i e s  and l o n g  overdue i n c r e a s e s  i n  c r e d i t  fund i n t e r e s t  r a t e s .  During 
FY 1984 ,  t h e  Economic P o l i c y  S t u d i e s  (525-0253) p r o j e c t  w i l l  e x t e n d  e a r l i e r  
a s s i s t a n c e  t o  t h e  M i n i s t r y  o f  Planning.  The $6.5 m i l l i o n  Small Business  
D e v e l o p e n t  (525-0240) p r o j e c t  w i l l  p rovide  c r e d i t  t o  s m a l l - s c a l e ,  
l a b o r - i n t e n s i v e  e n t e r p r i s e s ,  and the  $6 m i l l i o n  Work Force Development 
(525-0214) p r o j e c t  w i l l  e s t a b l i s h  a  mechanism f o r  p r o v i d i n g  needed s k i l l s  
t r a i n i n g  t o  Panama 's l a b o r  f o r c e .  A c t i v i t i e s  under t h e  p r e v i o u s l y  funded 
Employment P lann ing  and  G e n e r a t i o n  (525-0221) p r o j e c t  a r e  e x p e c t e d  t o  g e n e r a t e  
t h e  l a s t  t r a n c h e  o f  1 , 0 0 0  new jobs .  

B. A g r i c u l t u r e  

During FY 1 9 8 3 ,  A. I .D. c o n c e n t r a t e d  on t h e  implementa t ion of  a l m o s t  $40 
m i l l i o n  i n  p r e v i o u s l y  a u t h o r i z e d  a c t i v i t i e s  i n  A g r i c u l t u r a l  Tkchnology 
Development (525-0100) and  Technology T r a n s f e r  (525-0227), Watershed 
Management (525-0 191 ), I n t e g r a t e d  Rural  Development ( 525-0186) and Rural  
Access Road C o n s t r u c t i o n  (525-0192) which c o l l e c t i v e l y  a r e  f o c u s i n g  o n  some o f  
t h e  a g r i c u l t u r a l  s e c t o r ' s  key development c o n s t r a i n t s .  A. I . D .  a l s o  
p a r t i c i p a t e d  i n  r e v i e w i n g  t h e  terms o f  r e f e r e n c e  f o r  a  s e r i e s  o f  comprehensive  
World Bank-financed a g r i c u l t u r a l  s e c t o r  s t u d i e s  t o  e x p l o r e  approaches  f o r  
r e d u c i n g  GOP involvement i n  t h e  s e c t o r  and f o r  r e d i r e c t i n g  s e c t o r  p o l i c i e s  and 
s u p p o r t i n g  s e r v i c e s  and i n s t i t u t i o n s  t o  p r i v a t e  s e c t o r  needs .  These s t u d i e s  , 
which a r e  e x p e c t e d  t o  g e t  under  way i n  mid-1984, w i l l  p rov ide  t h e  p o l i c y  
framework f o r  t h e  $1 m i l l i o n  FY 1984 A g r i c u l t u r e  Management and P l a n n i n g  
(525-0247) p r o j e c t .  I n i t i a l l y ,  t h i s  p r o j e c t  w i l l  f u r n i s h  t h e  t e c h n i c a l  
p l a n n i n g  and management e x p e r t i s e  t h a t  is needed t o  r e o r i e n t  s e c t o r a l  p o l i c i e s  
and  programs i n  t h e  d i r e c t i o n s  s u g g e s t e d  by t h e  World Bank s t u d i e s .  A. I. D. 
a l s o  w i l l  p rovide  $500,000 t o  a  consor t ium o f  U.S. v o l u n t a r y  a g e n c i e s  t o  
a s s i s t  i n  s t r e n g t h e n i n g  t h e  Panamanian Na t iona l  Environnoental Foundat ion which 
i n  t u r n  w i l l  mount and s u p p o r t  a  s u s t a i n e d  na t ionwide  e d u c a t i o n  program t o  
p r o t e c t  Panama's r a p i d l y  d i m i n i s h i n g  n a t u r a l  r e s o u r c e s .  FY 1984 a l s o  w i l l  
w i t n e s s  t h e  complet ion o f  t h e  A g r i c u l t u r e  Technology Development (525-0100), 
Rural  Access Roads (525-0192), a n d  Managed F i s h  Produc t ion  (525-0216) p r o j e c t s  
which c o l l e c t i v e l y  have done rmch t o  d e v e l o p  c o u n t r y  and c r o p - s p e c i f i c  



produc t ion  sys tems ,  t o  improve fa rm- tomarke t  a c c e s s ,  and t o  e x p l o r e  t h e  
f e a s i b i l i t y  o f  u t i l i z i n g  f r e s h w a t e r  f i s h  p roduc t ion  t o  meet t h e  b a s i c  p r o t e i n  
needs o f  Panama's r u r a l  p o p u l a t i o n .  

C. Housing and Urban Development 

During FY 1983, t h e  $25 m i l l i o n  A. I .D.  HG program provided 3,686 dwel l ings  f o r  
poore r  Panamanians. As a  r e s u l t  of A. I. D. 's p o l i c y  d i a l o g u e  w i t h  the  WP, t h e  
Nat ional  Mortgage Bank is b e i n g  r e o r g a n i z e d  a s  an autonornus  f i n a n c i a l  
i n s t i t u t i o n .  This w i l l  c o n t r i b u t e  t o  the  developnent  o f  a  sounder f i n a n c i a l  
s t r u c t u r e ,  a  s t r o n g e r  s a v i n g s  and loan  s y s  tem, and expanded hous ing  
c o n s t r u c t i o n  a t  reduced per u n i t  c o s t .  A complementary g r a n t  of $250,000 in  
FY 1984 w i l l  provide t e c h n i c a l  a s s i s t a n c e  and t r a i n i n g  t o  t h e  r e o r g a n i z e d  
mortgage bank. The A. I . D .  housing program i s  expec ted  t o  provide low-income 
Panamanians wi th  an a d d i t i o n a l  4 , 9 0 0  s h e l t e r  s o l u t i o n s  d u r i n g  FY 1984. 

D. Other  A c t i v i t i e s .  

The A.I .D.  p o p u l a t i o n  p l a n n i n g  program h a s  been i n s t r u m e n t a l  i n  r e d u c i n g  
Panama's popula t ion  growth from 3.3% i n  1962 t o  2.3% i n  1983. Th is  h a s  helped 
t o  e d u c a t e  o t h e r  n a t i o n s  i n  t h e  r e g i o n  t o  t h e  p o t e n t i a l  o f  u s i n g  fami ly  
p lann ing  a s s i s t a n c e  t o  b r i n g  about  a  g r e a t e r  b a l a n c e  between popula t ion  and 
r e s o u r c e s .  A comprehensive FY 1983 e v a l u a t i o n  o f  t h e  P o p u l a t i o n  I1 (525-0204) 
p r o j e c t  i d e n t i f i e d  t h e  need fo r  p rov id ing  a p p r o p r i a t e  family planning 
a s s i s t a n c e  a f t e r  A. I . D .  s u p p o r t  i s  concluded i n  FY 1985. In t h e  i n t e r i m ,  
A. I. D. and the  WP a r e  e x p l o r i n g  approaches  fo r  improving the  e f f i c i e n c y  and 
e f f e c t i v e n e s s  o f  government fami ly  p lann ing  s e r v i c e s .  

m e  $1.8 m i l l i o n  A l t e r n a t i v e  Energy Sources (525-0207) p r o j e c t  w i l l  be 
completed i n  FY 1984,  hav ing  completed f i v e  s m a l l  h y d r o - e l e c t r i c  
i n s t a l l a t i o n s ,  s i x  s o l a r  energy  and bio-gas  demons t ra t ion  p r o j e c t s ,  and 41 
f e a s i b i l i t y  s t u d i e s .  The p r o j e c t  has  given t h e  s ta te-owned power a u t h o r i t y  a n  
awareness and c a p a b i l i t y  in  the  f i e l d  o f  renewable and a l t e r n a t i v e  energy 
s o u r c e s  a s  w e l l  a s  a  p lan  f o r  t h e i r  c o n t i n u i n g  e x p l o i t a t i o n .  

FY 1984 Supplemental Request and Requested Year Program (FY 1985) 

This supp lementa l  FY 1984 and FY 1985 program r e q u e s t  w i l l  e n a b l e  A. I. D. t o  
s u p p o r t  the  f i r s t  e l e c t e d  Panamanian government i n  16 y e a r s  a s  i t  c o n f r o n t s  
t h e  c h a l l e n g e s  o f  implementing t h e  World Bank's s t r u c t u r a l  ad jus tment  program 
under c o n d i t i o n s  o f  h igh  unemployment and s e v e r e  f i n a n c i a l  c o n s t r a i n t s .  

I n  FY 1984 ,  A.I .D.  r e q u e s t s  $30 m i l l i o n  i n  ESF and $4.2 m i l l i o n  i n  Developnent 
A s s i s t a n c e  (DA). For FY 1985, t h e  r e q u e s t  is f o r  $20 m i l l i o n  i n  ESF and 
$19.8 m i l l i o n  i n  DA. These l e v e l s ,  complemented by g u a r a n t e e s  under a  new 
t r a d e  c r e d i t  program, w i l l  c o n t r i b u t e  t o  the  economic s t a b i l i z a t i o n  e f f o r t s ,  
long-term economic growth,  e q u i t y  and d e m o c r a t i z a t i o n  goa l s  d e s c r i b e d  above.  



A. Promoting Economic Stabilization 

We propose $29 million in N 1984 and $20 million in FY 1985 in ESP to assist 
Panama's economic stabilization. The dollars will be used to assist the GOP 
to finance imports of raw materials, spare parts and intermediate goods needed 
to boost industrial production, particularly for export. Local currencies 
will be used for credit to the private sector, reforestation and other 
conservation measures with high employment potential, and for other priority 
development needs. 

B. Economic Growth (Supplemental SDA funding of $3.4 million in FY 1984 and 
$7.1 million in FY 1985 1. 

To address the severe unemployment problem, we will support the GOP's policy 
of stimulating the private sector. This will include the Development Policy 
Planning project (525-0250) in FY 1985 which will be designed to strengthen 
the GOP policy planning and monitoring ability and improve its capability to 
devise productive private sector investment incentives and appropriate 
policies. In FY 1985 we also propose to initiate an Export Promotion project 
emphasizing agroindustrial products. The project will support agricultural 
sector policy studies; credit for investment requirements of agroenterprises; 
cost-sharing of feasibility studies with specific entrepreneurs, including 
technical advice on new projects; market analyses for specific agricultural 
products; and direct in company interventions to upgrade management and 
production in export industries. In the area of small business promotion, 
A.I.D. also plans continued support to the small business development 
program. The project will establish several support mechanisms for small 
business: (1) a loan fund, (2) a guarantee fund, (3) a business assistance 
fund and (4) a small business resource council. 

A.I.D. also plans to initiate a project, with $350,000 in funding, to improve 
management in public sector institutions. The program will analyze managerial 
constraints, finance training for managers, and provide technical assistance 
and data processing equipment. An additonal $150,000 will be provided for the 
International Executive Service Corps to continue its work in improving public 
administration. 

C. Agriculture ($5.4 million in N 1985). 

In FY 1985, A.I.D. proposes two new projects and the expansion of key ongoing 
programs in agriculture and rural development. The two new projects will 
focus on the protection and management of Panama's natural resources and on 
encouraging the development of new agroindustrial enterprises to generate 
additional jobs. The new Natural Resources Management (525-0248) project will 
broaden the institutional base that was established under an earlier watershed 
management activity and will initiate a series of conservation activities to 
protect the scarce remaining forests and agricultural resources. The new 
Agribusiness Development (525-0246) project will be based on the undertaking 
of agricultural sector policy reforms. It will finance credit, feasibility 
studies, market analyses and product design. Continuing funding will be 
provided for agricultural research and extension, management on planning, crop 
diversification, 



s t rengthening of  coopera t ives ,  and loca l  r e g i s t r a t i o n  and t i t l i n g .  A. I .D. 
proposes t o  support these a c t i v i t i e s  through technical  a s s  is tance and t r a in ing  
programs with the  Ministry o f  Agricul ture.  

D. Broadening the Benefits of Growth 

Education ($600,000 in FY 1984 Supplemental and $1.0 mi l l ion  i n  FY 1985). - 
A. I. D. proposes to  provide a d d i t i o n a l  funding for  the Work Force Development 
pro jec t  begun in 1984. The projec t  w i l l  f inance: 

-- d i r e c t  ass  i s  tance t o  p r iva te  s e c t o r  establ ishments  and i n s t i t u t i o n s  fo r  

improving t h e  s k i l l  l e v e l s  of e x i s t i n g  workers or  t r a i n i n g  new workers; 

-- expanded nonformal s k i l l s  t r a i n i n g  a c t i v i t i e s  for preparing new labor  

force e n t r a n t s  in c r i t i c a l  employment r e l a t e d  a r e a s ;  

-- managerial t r a i n i n g  e s p e c i a l l y  d i rec ted  to  the needs o f  small- and 

medium-sized e n t e r p r i s e s  ; 

-- educat ional  improvement i n  those academic s k i l l s  which employers f ind  

d e f i c i e n t  among t h e i r  employees; and 

-- s e l e c t i v e  a s s i s t ance  t o  h igher  education t o  provide c r i t i c a l  

professional  and technica l  manpower needed t o  expand employment and 
enhance income. 

A. I .D.  a l s o  proposes to provide funding fo r  a  scho la r sh ip  program fo r  both 
long- and short-term U.S. s tudy i n  a  v a r i e t y  of  programs. Special e f f o r t s  
w i l l  be made t o  provide t r a i n i n g  t o  s tuden t s  from low-income fami l ies .  

Population. A. I. D. proposes t o  continue the family planning program i n  Panama 
by providing $200,000 i n  FY 1984 and $1.3 mi l l ion  i n  FY 1985. 

Health and t b t r i t i o n .  A. I.D. support for  the  hea l th  and n u t r i t i o n  p ro jec t s  in 
Panama comes from A. I .D. 's centrally-funded n u t r i t i o n  program and through the  
Central  American and LAC regional  programs. 

Housing and Urban Developent .  A. I.D. proposes an a d d i t i o n a l  $25 mi l l ion  HG 
program i n  FY 1985 t o  finance a d d i t i o n a l  housing cons t ruc t ion  and urban 
d e v e l o p e n t  a c t i v i t i e s  and t o  generate a d d i t i o n a l  a h i n i s t r a t i v e  and policy 
re forms i n  Panama 's housing s e c t o r .  

E. Democratic I n s t i t u t i o n s  and Human Rights 

Democratic i n s t i t u t i o n s ,  human r i g h t s  and j u d i c i a l  r e  forms a re  funded through 
regional  programs. 
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F Y  1985 
PROGRAM HIGHLIGHTS 

- $95 m i l l i o n  i n  ESF as emergency c r e d i t  t o  t h e  C e n t r a l  American Common Market 
Fund. 

- $20 m i l l i o n  t o  a s s i s t  i n  t h e  f inanc ing  of a  Cen t r a l  American v e n t u r e  c a p i t a l  
company. 

- $45 m i l l i o n  f o r  a s s i s t a n c e  t o  t h e  C e n t r a l  American Bank f o r  Economic 
I n t e g r a t i o n  t o  develop r e g i o n a l  i n f r a s t r u c t u r e  and promote p r i v a t e  c a p i t a l  
development. 

- $2 m i l l i o n  f o r  a s s i s t a n c e  t o  t h e  N u t r i t i o n  I n s t i t u t e  of Cen t r a l  America and 
Panama t o  develop a  r eg iona l  o r a l  rehydra t ion  program. 
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CENTRAL AMERICAN REGIONAL PROGRAM 

Overview and Strategy 

A. Introduction and Objectives 

The United States will continue to address the development problems of Central 
America on a bilateral as well as on a regional basis. In those areas where 
all Central American countries share common problems and in those 
circumstances in which those problems lend themselves to a centralized effort, 
U.S. policy will be to seek solutions through regional programs. The National 
Bilateral Commission on Central America has supported this approach, and has 
made several specific recommendations for the regional application of U.S. 
financing. 

The goal of our regional strategy is to promote more rapid Central American 
growth and to assist in the process of democratization of the region. The 
main elements of our strategy will be: (a) renewal of the use of guarantee 
programs to encourage the short- and long-term capital flows to the region; 
(b) emergency funding to the Central American Common Market Fund (cAcMF) to 
permit an increase in the level of intraregional trade; (c) provision of 
additional financial resources to allow the regional institutions to increase 
the level of their activities in those areas where a regional, rather than a 
bilateral, approach is more cost-effective; (d) creation of a Central American 
venture capital company that will provide term financing for nontraditional 

. 
sectors; and (el financial assistance for democratic institutions. 

B. Development Performance and Problems 

The launching of the Central American integration movement in the early 1960s 
was a bold approach to solving the regions economic problems. The centerpiece 
was, of course, the Central American Common Market (CACM) which created a 
larger market for regional manufacturing industry and, within a ten-year 
period, substantially increased the share of manufacturing activity in the 
region's gross domestic product. The General Treaty on Economic Integration, 
signed by all of the Central American countries in 1960, established a 
clearing house or payments union to offset claims among the five trading 
partners to facilitate payments within the CACM. Outstanding claims that 
could not be offset were cleared in U.S. dollars on a semi-annual basis. This 
mechanism functioned smoothly as long as each member's overall balance of 
payments was in equilibrium. Dollars earned from the rest of the world 
through commodity exports or through capital transfers could be used to settle 
any outstanding claims within the payment union. The five countries also 
succeeded in establishing a number of regional organizations through which 
they could pool their resources to attack common problems in the areas of 
infrastructure development, agricultural development, research in appropriate 
technologies, managerial training, and health. 



The creation of the CACM in 1960 was one of the main factors responsible for 
rapid economic growth, particularly in the industrial sectors, of the Central 
American countries during the 1960s. Although the CACM lost its dynamism 
during the 1970s, intraregional trade by 1978 had reached about $1 
billion--nearly one-quarter of total trade--and represented the bulk of 
exports of manufactures of the Central American countries. 

In 1978, an economic crisis began to mount in Central America. The civil war 
in Nicaragua and the violence in El Salvador disrupted production and caused 
extensive damage to the productive infrastructure of those two countries. In 
1980 world commodity prices began their long decline, reducing the region's 
export earnings, bringing about a reversal in the terms of trade and reducing 
regional incomes. Finally, flows in the capital account through trade 
credits, commercial bank borrowing and direct foreign investment began to dry 
up in the face of political uncertainties in Guatemala, Nicaragua and El 
Salvador and the financial instability in Costa Rica. 

The first effect of the regional economic crisis was to paralyze regional 
trade, a development that has deepened the crisis. Real GDP in the region has 
stagnated and is now slightly below the level of 1978, thereby depressing 
regional demand for products traded among the CACM members. More importantly, 
the shortage of hard currency crippled operations in the payments union, 
forcing member countries to apply various trade restrictions in dealing with 
bilateral surpluses and deficits. These two forces have reinforced one 
another, pushing regional trade down in a continuous spiral. 

The second effect of the regional crisis has been to retard further efforts 
towards integration and to delay collective efforts at development in Central 
America. The financial crisis has cut deeply into the operations of the 
regional institutions which together represent the joint effort of all the 
Central American countries to overcome fundamental development problems. 

C. Strategy and Policy Agenda 

1. Stabilization. The first element in our stabilization strategy is to 
restore the value of intraregional trade to $1 billion within two years 
(1984-1985). That would be somewhat less than the level achieved in 1980, but 
about $240 million above the probable 1983 level. That increase in the level 
of intraregional trade would have a favorable impact on the aggregate level of 
employment and economic activity and should result in an increase in 
employment of some 10,000 jobs over the next two years. It also should 
greatly improve investor confidence. 

Restored trade would stimulate the region's industrial sector which, in turn, 
should encourage extraregional exports. Over the past two decades, modern 
manufacturing has been developed in Central America. The region has 
progressed from traditional, small-scale production of basic consumer items, 
such as clothing and leather goods, to larger-scale production of more 
sophisticated products such as agrochemicals, pharmaceuticals, higher quality 



textiles, processed foods and consumer appliances. Since 1981, many of these 
firms have been forced to cease production and many others continue to operate 
with high levels of excess capacity. Many of these firms are in the most 
dynamic industries such as food processing and textiles. Stimulation of these 
industries thus would be beneficial for the extraregional and nontraditional 
export drive which is the most important element of our growth strategy 
discussed below. 

However, based on historical trends, $1 billion in intraregional trade will 
produce an estimated $200 million annual deficit in the Clearing House. We 
propose that these deficits be cleared through a formula that includes hard 
currency reserves of the debtor country, central bank credit from the creditor 
country and external resources. The Central American Cornunity is proposing 
that all external resources for this purpose be channeled through the Common 
Market Fund which is managed by the Central American Bank for Economic 
Integration (CABEI). On a periodic basis che Clearing House would coordinate 
the settlement of any outstanding deficits by presenting claims against the 
CACMF for the share to be settled with external resources and against the 
debtor country for that to be settled in hard currency. The remainder would 
be extended as credit from the creditor central bank. We are prepared to work 
with the Central American community on this suggestion. We should expect that 
the Central Americans will: 

-- negotiate with other external donors for an amount of assistance equal to 
the U.S. share for emergency financing of the CACMF; 

-- remove the restrictions that the CACM member countries have recently 
placed on interregional trade; 

-- take immediate steps to deal with the deficits accumulated prior to 1983, 
amounting to some $356 million, presumably through rescheduling; and 

-- not permit Nicaragua to accumulate deficits as had been the case until 
now. They should force a bilateral balance with Nicaragua, exporting to 
that country in an amount equal only to their imports from Nicaragua. 
Nicaragua imports could expand only if more resources were devoted to 
production of exports or if Nicaraguan deficits could be cleared in cash. 
Deficits appearing in the Central American Clearing House would, then, 
only involve Honduras, El Salvador, Costa Rica and Guatemala. 

'Ihe second element is our stabilization strategy is to improve the balance of 
payments by encouraging the early resumption of capital flows to the region. 
The Export-Import Bank will seek to increase its regular trade credits to 
Central America and will implement a Trade Credit Insurance Program on behalf 
of A.I.D. to cover those transactions which it is unable to include in its 
regular program. There will also be an export insurance program of U.S. 
investment in Central America through the Overseas Private Investment 
Corporation. 



2.  Economic Growth. One major focus of our regional growth strategy will be 
the establishment of a Central American venture capital company as proposed by 
the Bipartisan Commission. Once in place, this company will provide a source 
of medium and long-term lending for capital improvement and expansion in 
nontraditional sectors throughout the Central American economy. 

The second major focus will be the revision of the Common External Tariff 
(CET) and tax policies to encourage extraregional trade. The CET for the 
region encourages import substitution rather than exports outside the region. 
High tariffs on finished goods and low tariffs on intermediate and capital 
goods have had the effect of limiting the competitiveness of Central American 
final goods industries and of depriving intermediate and capital goods 
industries of incentives for investment. Tax exemptions for investment in 
import substitution industries represent significant losses in government 
revenue and do little to stimulate industry. It is unreasonable to expect 
major reductions in tariff duties-vith or without the CACM--until the 
balance-of-payments situation of the individual countries improves 
sustantially. Achieving a concensus on modifications to existing regional 
incentives will require some time. They must be the subject of the longer 
term policy dialogue within the framework of the regional institutions, 
particularly the Monetary Council. 

The third major focus will be to expand the activities of the regional 
institutions since they are able to provide economies of scale in performing 
various functions; they carry considerable prestige within the region and thus 
could be an important force in the policy dialogue to achieve reforms. One of 
these institutions, CABEI was singled out by the Bipartisan Commission as 
being in need of fresh capital to overcome its cash flow problems; but there 
are numerous other opportunities as well. Research and training for 
agricultural diversification and food production for domestic markets can be 
undertaken by the Tropical Agricultural Research Training Center (CATIE). 
INCAP and CATIE can assist in developing programs for export promotion and the 
development of nontraditional exports. Before these programs can be 
implemented, however, the Central Americans will be required to carry out any 
structural changes in the regional institutions--CABEI, CATIE, Nutrition 
Institute for Central America and Panama (INCAP), Central American Business 
School ( I N C A E ) - - ~ ~ ~ ~  may'be necessary for them to carry out an expanded role. 
Evaluations of these institutions are now underway. 

3. Broadening the Benefits from Growth. By increasing the resources and 
augmenting the capacity of the regional institutions they will also be able to 
play a larger role in increasing the incomes and welfare of the region's 
poor. In 1984 and FY 1985, several institutions will develop programs in 
low-cost housing, health and other areas. 

4. Democratic Institutions and Human Rights. A.I.D. will develop programs 
for strengthening democratic institutions in Central America. These will . 
involve leadership development, interaction between Central Americans and U . S .  
private sector groups and funding for the Center for Democratic Studies in 
Panama. Also included will be a program for strengthening the administration 
of justice. Democratic institutions and leadership programs will focus on 
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training to develop political and managerial skills required to build more 
open political institutions dedicated to democratic pluralism. 

A.I.D. Program (FY 1983 and FY 1984) 

The regional A.I.D. program in Central America now focuses on three sectors 
where the best opportunities exist for regional approaches: agriculture and 
nutrition, industry, and natural resources. A network of regionai technical 
institutions offers a source of expertise to the region. While continuing to 
strengthen the technical capacity in these priority development areas, the 
A.I.D. program is placing increased emphasis on technology transfer and 
services to national counterpart institutions through training and advisory 
services. The program also promotes increased private sector participation in 
development activities, particularly by promoting increased productivity among 
small farmers. 

A. Agriculture, Rural Development and Nutrition 

Research on improved technologies for crop production, animal production, and 
mixed farming systems for small farms, carried out under the Small Farm 
Production Systems project (596-0083) by CATIE, has been extended based on an 
evaluation which recommended additional time to complete critical field work. 
The extension period also will emphasize dissemination of results to small 
farmers. 

Extensive tree cutting by the rural population for heating and cooking is 
contributing to deforestation and soil degradation. Under the Fuelwood and 
Alternative Energy Sources project (596-0089), the Central American Research 
Institute for Industry (ICAITI) and CATIE are collaborating to develop and 
improve cultivation of faster growing varieties of trees tor fuelwood and to 
promote the use and installation of more fuel-efficient stoves. Both 
institutions are now concentrating on technology dissemination efforts. An 
extension of the project is planned to continue those activities and to assist 
national counterparts to identify and address policy constraints to effective 
fuelwood production and use, as well as to backstop fuelwood and stove 
programs being developed at the national level by government organizations and 
private voluntary organizations. 

The Regional Coffee Pest Control project (596-0090) involves the 
Inter-American Institute of Agricultural Cooperation (IICA), the International 
Regional Institute for Agricultural Sanitation, CATIE, and national-level 
private sector coffee organizations in controlling coffee rust. By 1987, 
unless controlled, this pest could destroy up to 50% of the region's coffee 
crop, which is grown by approximately 500,000 small farmers. Resistant 
varieties of coffee plants and improved production techniques are being 
developed and disseminated. 

The Agricultural Secretariat project (596-0094) has assisted in creating a 
regional body at IICA which examines common agricultural sector concerns and 
develops policy recommendations for consideration by national governments. 



The project also includes a mechanism for sharing among the member countries 
of the Secretariat technical specialists in various agricultural disciplines. 
Based on an FY 1983 evaluation, the project was extended for two years to 
further strengthen the Secretariat. 

Two A.I.D. loans promote increased agricultural production, nontraditional 
agricultural exports, and private sector investment. The Agribusiness 
Employment and Export Promotion project (596-0097) with the Latin American 
Agribusiness Development Corporation finances small- and medium-sized 
agribusinesses in food production, primarily for the export market. 
Acccording to an evaluation completed in late 1983, subprojects financed by 
the loan have had strong employment and foreign exchange earnings impacts. A 
portion of the Export Promotion Fund project (596-0109) with the Latin 
American Export Bank (BLADEX) provides short-term, pre-export and export 
financing for nontraditional agricultural exports. 

Lack of effective management of the region's water resources has led to 
siltation of rivers and reservoirs, reduced water flow and energy production 
capacity, soil degradation, and significantly reduced life and economic 
returns from investments in hydroelectric power plants. The Watershed 
Management project (596-OlO6), initiated in FY 1983, is developing the 
technical capacity of regional and national institutions to plan for and 
manage watersheds effectively. 

The Regional Nutrition Technical Outreach project (596-0104) was the first 
regional project to emphasize almost exclusively technology transfer and 
outreach to national institutions. Indeed, the success of this role was 
confirmed in an FY 1983 evaluation of the project. The INCAP now finds it 
cannot satisfy the demand for its services. 

In FY 1984, two new initiatives are planned in the agricultural sector. The 
Integrated Pest Management project (596-0110), for which $500,000 is planned, 
will address a major cause of pre-harvest losses which contributes to low 
productivity in the agriculture sector. Assistance to national institutions 
on improving technologies to control pest-related damage will be an important 
project objective. The Export Crop Diversification project (596-0108), with a 
planned initial obligation of $300,000, will provide technical assistance to 
develop regionwide initiatives to promote the export of nontraditional crops. 

B. Education and Human Resources 

The INCAE Expansion project (596-0113) is sponsoring seminars and workshops to 
provide training for businessmen in export management and to strengthen the 
role of private sector organizations in development activities. The project 
also is expanding INCAE's long-term MBA training curriculum with courses on 
the management of nontraditional exports. 

C. Selected Development Activities 

The Industrial Energy Efficiency project (596-0095) is helping to finance 



assistance from ICAITI, in coordination with national chambers of industry, to 
assist small- and medium-sized industries to increase energy efficiency. - 
Energy audits, appropriate technology improvements, and training are the 
principal project activities. The project also is financing studies on energy 
consumption and will promote policy changes, as needed. 

Resources provided to BLADEX under the Export Promotion Fund project 
(596-0109) are providing short-term financing to assist in the importation of 
raw materials, intermediate goods, and spare parts that the private industrial 
sector needs to produce for export. Short-term export financing for 
nontraditional products also is being provided. 

FY 1984 Supplemental Request and Requested Year Program (FY 1985) 

In FY 1984, A.I.D. requests an additional $28.0 million in Economic Support 
Funds (ESP) and $2.8 million in Development Assistance (DA) for regional 
programs. For FY 1985, A.I.D. requests a total of $136.6 million in ESF and 
$62 million in DA. These levels are essential to achieve the recommendations 
of the Bipartisan Commission for regional programs for support of the economic 
stabilization, growth, and democratic development of the countries of the 
region. They will help to reestablish the dynamism of the CACM and to support 
regional institutions. 

A. Economic Stabilization 

In FY 1984, A.I.D. is requesting an additional $15 million in ESF and, in 
FY 1985, $2 million in ESF funding for regional support of bilateral b 

stabilization efforts. These funds will be used to support Bipartisan 
Commission recommendations to improve housing infrastructure, to accelerate 
agricultural development and to promote economic stabilization. 

In FY 1985, A.I.D. is requesting $95 million to carry out the Bipartisan 
Commission recommendation that we provide emergency credit to the CACMF. We 
propose dollar assistance directly to the CACMF so that a portion of future 
imbalances can be cleared with hard currency. 

Trade guarantees, whose reserve fund support is included in the ESF individual 
country levels, will further complement these resources. 

B. Promoting Economic Growth 

Following the Bipartisan Commission recommendations, A.I.D. will support 
regional activities to revitalize regional financial institutions, to promote 
increased diversification of agriculture in the region, to develop export 
financing and to provide critical training necessary to meet development 
goals. These activities complement A.I.D.'s bilateral programs by 
strengthening the capacity of regional institutions to carry out development 
efforts common to the region as a whole. A.I.D. requests $5.0 million in 
additional FY 1984 ESF funding and $20.0 million ESF in FY 1985 to assist in 



financing a new regional venture capital or investment banking company. 'Ihe 
company would establish itself as a privately owned, financial facility 
offering development banking loans and equity capital. 

In FY 1985, $3.905 million is requested under the Agriculture, Rural 
Development and Nutrition account to continue ongoing projects for fuelwood 
and energy alternatives, coffee pest control, and pest management and small 
farm production. 

In FY 1985, AZD.also requests $39.895 million under the Selected Development 
Activities account. A total of $2.895 million will continue ongoing grant 
projects in industrial energy efficiency and watershed management and for 
program development and support while $35 million would be for assistance to 
CABEI. This infusion of resources is important to continue the development of 
regional infrastructure and financing of private capital investment by the 
bank and is necessary to reestablish regional growth. Funding in the amount 
of $1 million is requested for trade and investment promotion. Under this 
program, A.I.D. will continue to finance the establishment of new links 
between U.S. Chambers of Commerce and trade organizations and their Central 
American counterparts. The goal is to improve the ability of entrepreneurs in 
the region to identify new markets and channels of distribution within the 
United States. 

In FY 1985, $1 million is requested to support the International Executive 
Service Corps and to underwrite a portion of their technical assistance costs 
to reach larger numbers of small businessmen. 

C. Broadening the Benefits of Growth 

A.I.D. requests an additional $2.8 million in FY 1984 and $12.95 million in 
FY 1985 under the Health and Nutrition account. Consistent with the 
recommendations of the Bipartisan Commission, $2 million of the requested 
FY 1984 funding will be provided to INCAP to develop a training and support 
system for emergency and refugee feeding programs and to carry out a regional 
oral rehydration program and $0.8 million will begin a regional program 
through the Pan-American Health Organization to improve health planning. 
Under this latter project,a network between health planning, management and 
financing experts in U.S. universities and their Central American counterparts 
will be established. In FY 1985, $12.95 million is requested to fund new 
programs to control Bector-borne diseases, such as malaria, and to expand 
immunization programs and to continue ongoing activities. These activities 
are designed to reduce malaria cases to pre-1978 levels, a reduction of 50% by 
1990, and to provide a minimum of 90% coverage of immunization programs. 

A.I.D. requests $5.0 million in FY 1985 under the Education and Human 
Resources account for scholarship programs. AD,will finance short- and long- 
term U.S. training programs to meet critical shortages of trained programs in 
the areas of science and technology and private sector activity. Funding will 
provide for regional programs to support education reform and the translation 
and printing of instructional materials. 



Under the Selected Development Activities account, A.I.D. is requesting 
$250,000 in FY 1985 funds to provide technical assistance to help strengthen 
CABEI's capacity to carry out new and ongoing Housing Guaranty programs. The 
programs will finance basic infrastructure, especially water and sewerage, for 
lower income families in urban areas of Central American countries of CABEI. 

D. Democratic Institutions and Human Rights 

To implement the recommendations of the Bipartisan Comission for 
strengthening democratic institutions and for providing for human rights, 
A. I.D. requests $3 million in additional FY 1984 ESF funding and $4.6 million 
ESP funding in FY 1985. In FY 1984, $5 million is requested and $15 million in 
FY 1985 to fund a program to strengthen the judicial system in the region. 



SUMMARY 3F ACTIVE AN3 PROPOSED PROJECTS 
( I N  THOUSANDS OF DOLLARS) 

P R 3 J E i T  T I T L E  L PROJECT 
I NUqBER 

?8>;RAH DEVELOPM~NT AN* G 5 9 4 - 0 0 0 0  
SUPPORT 

iU . .L#003  AY3 ALTERNPTIVE G 5 9 6 - 0 0 3 9  
EhiPGV SOUaCES 

:OFFEE 2UST AN0 PEST 
MAN4GEbIENT 

CZVTRAL AHESICAN 4G 
i i : i E T A R i P T  

CL;IONPL NJTRIT ION TECS G 5 9 ) - 0 1 3 4  
S9TRiACM 

3 . l i l S I F : i i T I O N  OF fXP3RT G 5 9 6 - D l 0 8  
CPIPS 

E X J O I I  P R O W T i J N  FJND L 5 3 5 - 0 1 5 9  

?EST hANAiENENT G 5 9 6 - 0 1 1 0  

NEA 4 C T I V I T I E S  i 5 9 6 - 9 1 9 8  

TOTAL FOR ACCOUNT 
GRANTS 
LOANS 

" i A L T d  

Y L u  A : T I v i T f E S  G 5 9 6 - 9 9 9 8  

TOTAL FOR ACCOUNT 
GRANTS 
LOANS 

E 3 J C h T I O h  AND HUMPY RESOUPCES 

FV OF 
I N I T I A L  

0 3 L I G  

7 5 

7 9  

7 9  

9 1  

3 1 

8 1  

3 1 

34 

3 2 

3 4  

3 4  

8 4  

FV OF TJTAL 
F I N A L  PROJECT COST 
OBLIG PUTHO PLANNEO 

8,418 

5,904 

4,081 

5 5 8  

1 5 0  

3,050 

3 7 5  

--- 

4,672 

--- 
--- 

27,208 
19,486 

7,722 

--- 
--- 
em- --- 

DBLIG 
ATIONS 

2 0 0  

7 4 5  

1,400 

8 0 0  

--- 
--- 
--- 
3 0 0  

3,000 

5 0 0  

--- 
6,945 
3.945 
3,000 

2,800 

2.800 
2,800 --- 

EXPENOI OBLIG 
ATIONS TURES 

2 2 5  

l r Z D D  

1,500 

1,000 

4 0 0  

2,950 

4 1  7 

1 0 0  

3 # 0 0 0  

1 0 0  

--- 
10,892 

4,962 
5,950 

1,120 

1,120 
1,120 --- 

EXPEND1 
T W E f  

1 8 6  

8 9 6  

1,500 

1,000 

3 0 0  

--- 
--- 
LOO 

3 2 8  

1 r o o 0  

2 4 0  

5,650 
5,322 

3 2 8  

6,300 

6,300 
6,300 --- 



sunwar  OF ACTIVE AND P R O P O S E D  P R O J E C T S  
( I N  T H O U S A N O S  O F  D O L L A R S )  

? R 3 i R A U :  2 3 C A P  

PR3JEi7 T I T L E  r L P R O J E C T  
/ N U Y S E R  
G 

I , $ i 4 E  E X P P Y S I O N  G 5 9 6 - 0 1 1 3  

N t d  A C T I V I T I E S  G 5 1 6 - 9 9 9 8  

T O T A L  F 3 R  A C C O g N T  
G R P N T S  
L O A N S  

S S L E C T E D  I i V i L O P H E Y T  A C T I V I T I E S  

k 4 T t F S n c O  % A N A G E H E N T  G 5 9 6 - 0 1 0 6  

E I ? O R T  P R O H 3 T I 9 N  F J N O  L 5 9 6 - 0 1 0 3  

kf. P C T I V ~ T I E S  G 5 9 6 - 9 9 9 3  

T O T A L  F O R  A C C O U N T  
S 3 4 N T S  
L O A N 5  

i ;ONOMIC S U P P O R T  F J N O  

N t 3  L C T I V I T I i S  2 5 9 6 - 9 9 9 8  

T O T L L  F O R  LCC3. INT  
G R A N T S  
L O A N S  

T J T A L  F O P  C O O N T R Y  
G R A N T S  
L O A N S  

F 1  O F  
I N I T I A L  

O 0 L I G  

3 2 

8 4  

7 5  

8 2  

8 3 

8 2  

3 4  

3 4  

F Y  OF T O T A L  
F I N P L  P R O J E C T  COST 
O 8 L I G  A U T U O  P L A N N E D  

C P  0 5  

- T H R O U G H  F 1 8 3 -  - E S T I M A T E 0  F V 8 4 -  - P R O P O S E 0  F Y I S -  
E X P E N D I  O I L X G  E X P E N D I  O ~ L I G  EXPENOI 

A T I O N S  T U R E S  T U R E S  

1 , 3 0 0  

--- 
l r 3 0 0  
1,300 --- 

1 5 0  

1,200 

1,000 

1 2 , 4 3 4  

--- 
1 4 , 7 8 4  

2,350 
1 2 , 6 3 6  

2 l r O O D  

2 1 1 0 0 0  
2 1 , 0 0 0  --- 
49.096 
3 0 , 7 1 2  
1 8 , 3 8 6  
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US.  OVERSEAS LOANS AND GRANTS - OBLIGATIONS AND LOAN AUTHORIZATIONS 
1U.S F k a l  Y n r n  - Millionr of Dollan1 

- * 
:OUNTRY NICARAGUA 

PROGRAM 

. . . . . . . . . . . . . . . . .  b Food l o r  hu WL ,lo! 
Laam . . . . . . . . . . . . . . . .  

I. MAPGrlnD. . . . . . . . . . . . . . . . . .  
b. Cmdil F#nmriaq. FMS . . . . . . . . . . . . . . . . .  
<. M8iitav I)uvun~~S.rric,.Fund.d IMISFI Gram . . 
d. 11.nlbnfrom Eim,Slorb . . . . . . . . . . . . . .  

thlr US. 60mnnnc Lornr ml Erne . . . . . . . . . . .  
I. ExponImoon9ml bnr . . . . . . . . . . . . . . . .  
b. All 0th~ L l l n l  . . . . . . . . . . . . . . . . . . . . .  

FOREIGN ASSISTANCE ACT PERIOD 
TOTAL REPAY- 

'OTAL 

LOANS AND MENTS A N 0  M:i::rNC GRANTS INTEREST 
,NTEREST 1-92 1-682 
ll*IC82 

S BILATERAL OFFICIAL DEVELOPMENT A$SISTANCE 

United States 15.0 6.0 156.0 
Netherlands 15.8 23.9 61.1 
Germany Fed. Rep. 12.9 8.5 48.8 
Sweden 3.9 9.3 29.0 
AuLUStria 
Other 
Total 

C. LQAJSAND GRANTS EXTENEQBY COMMUNIST COUNTW 

C1 1981 CY 1982 CY 1954-02 

US.% 85 165 245 
Eastern Europe 90 85 225 
China . - - 



SUMW4RY 3 F  A C T I V E  AYD P R O P O S E 0  P R O J E C T S  
( I N  T H O U S A N D S  O F  D O L L A R S )  

P a I 2 E C T  T I T L E  

G 

A r S I i J L T J ? E ,  2 d R A L  D i V .  AYD N J T R I T I O N  

L A Y 3  E I F O R ' I  G 5 2 4 - 3 1 8 5  

T O T A L  F O R  A C Z D U N T  
G K A N T S  
L o A N S  

E 3 J C A T I O N  A V t  n d M A Y  R E S S U P C E S  

n1;HER c 0 U : P T I O N  D c V E L 3 P M i N T  G  5 2 4 - 3 1 9 1  

T O T A L  F O S  ACCOUNT 
G R A N T S  
L O A N S  

E C D H 3 M I C  S U P P O R T  i d N D  

N 1 : A Z A i U A  7 E C O V C R Y  P R O G 2 A H  I G 5 2 : - D l 8 3  

k I T P R A G U A  ? E C O V E R Y  P R 3 S R A N  G  5 2 4 - 3 1 8 9  
I 1  

N I Z A R A G U A  P E C O V E P Y  P*ODRPM G 5 2 4 - 0 2 5 2  
111 

T C T A L  F 3 1  P C C D U N T  
G Z 4 N T S  
L O A N S  

T 3 T A L  F O R  C O U N T R Y  
G R L N T S  
L O A N S  

F Y  O F  F Y  O F  T 3 T A L  
I N I T I A L  F I N A L  P R O J E C T  L O S T  

O B L I Z  O B L I G  A U T H O  P L A N N E D  

- T H a O U t d  F Y 8 3 -  - E S T I M A T E D  F Y 3 4 -  'PROPOSED F Y 3 5 -  
O B L I G  E X P E N D 1  O S L I G  E X P E N 3 1  O B L I G  E X P E N D 1  

A T I O N S  T U R E S  A T I O N S  TgRES 6 T I O N S  T U R E S  




