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EXECUTIVE SUMMARY

Northwesternmost among the countries of Central America, Guatemala is home to
about one~third (7.7 million) of the region's people; its land area is (42,000
square miles) slightly larger than the state of Tennessee. A recipient of
U.S. Government (USG) economic assistance since VWorld War II, the level of aid
has diminished in the recent past due to human rights problems 1/ and dif-
fering views held by American and local officials regarding the needs of the
rural poor. HNearly half the population is indigenous. Indians comprise the
bullk of rural dwellers, who are the target of AID assistance projects in
Guatemala.

In summarvy, our audit 2/ confirmed that all ten projects had suffered signi-
ficant implementation delays and that many of their planned objectives had not
been realized. Almost $73 million in AID funds are involved in these projects
to which the Government of Guatemala (GOG) was also scheduled to contribute
about $55 million. Because the projects have required about 50 percent more
time than planned to complete, costs have risen, services have been cut back,
and the delivery of benefits to the intended recipients == in the main, poor
rural dwellers —- has been seriously delayed.

The report analyzes why the perfoirmance of the USAID/Guatemala portfolio has
not lived up to expectations. Cited are certain conditions beyond USAID/G's
management control, such as: unsettled security conditions in the countryside,
frequent changes in government with accompanying wholesale changes in project
personnel, cumbersome GOG procedures, varying GOG attitudes in support of
improving the lot of the rural poor, depressed economic conditions, a devas-
tating earthquake in 1976, and higher GOG priority accorded to other donors'
projects because they are larger and not subject to the same degree of over-
sight as AID's. (Pages 4 to 5).

Other factors that have caused the projects to perform poorly were more within
USAID/G's atility to control and correct. These deficiencies are categorized
as cither portfoliowlde or project-specific. Among the former, the audit
identified weaknesses in project design, planning, staffing, evaluation and
monitoring. (Pages 5 to 15). Among the latter, the report enumerates specific
problems such as commodities lying unused in a GOG warehouse, a cumbersome
disbursement mechanism, and inadequate procurement or construction capabilities
on the part of cognizant GOG agencies. (Pages 16 to 21). The report contains
eight recommendations to help USAID/G correct these problems.

1/ The U.S. Congress cut off funding for new AID programs for Guatemala in
fiscal vear 1984, except for projects implemented by Private Voluntary
Organizations, because of concerns over human rights violations.

2/ This is actually two reports in one. Readers not pressed for time may
wish to begin by perusing Exhibit "B." That section contains a fairly
exhaustive analysis of each of the ten loan projects (some of which are
supplemented by grant funds) comprising the USAID/Guatemala portfolio.



It aiso gives credit where results exceeded expectations and notes that there
has been some jmprovement in project implementation over the past two years.

Although audit results wust necessarily be viewad in historical perspective,
tiere is much in this report that providass concern for the future, especially
in light of recent requests for greatly increased economic assistance to
Central America. The findings in this report suggest that the region's need
for economic assistance exceeds the ability of 1local dinstitutions to
assimilate large resource flows.

While conditions mayv currentliv be improving with respect to AID preoject imple-
mentation in Guatemala, events and repeated lessons of the recent past offer
no guaranty that this will not abruptly change. If USAID/Guatemala is to
overcome the many serious impediments to project implementation described in
this report, project designers will have to take those obstacles more fully
into account. GCreatly simplified, more realistic designs and substantially
tightened project management on the part of USAID/Guatemalal/ are considered
crucial if future AID undertakings in the Guatemalan development environment
are to succeed,

After reviewing the draft report, USAID/Guatemala advised that it had nc fur-
ther comment to make and expected to be able to implement the report's recom-—
mendations in the near future,

1/ Staffing levels at this mission have averaged about 16 U.,S. direct hires
and 34 foreign service nationals during the period of this review.



BACKGROUND AND SCOPE

Guatemala is the largest and most populous country in Central America. Forty=
six percent of its 7.7 million inhabitants are classified as indigenous. ‘er
capita income in Guatemata is the highest in Central America ($1,190 ia 1982).
In spite of its relative well-being, widespread poverty exists because of
highly unequal income distribution. Thus the per capita income of half the
population is less than $480 per year. The poorest Guatemalans are the mostly
indigenous residents of the western highlands who comprise two thirds of the
rural population. The AID program in Guatemala is largely directed at helping
these rural poor. (The U.S. Congress cut off the funding of the AID program
to Guatemala for fiscal vear 1984 [except for projects with Private Voluntary
Organizations] because of concerns over human-rights violations.)

AID has obligated an average of about $12 million annually iu loans and grants
in Guatemala between fiscal years 1977 and 1983. The prcgram has been managed
by an average direct—hire staff of about 16 Americans and 34 foreign nationals.

As f September 30, 19833, USAID/Guatemala's loan portfolio consisted of ten
loans ond six complementary grants obligated between fiscal years 1975 and
1982. The estimated total cost of these projects was $127,560,000 of which
AID was to finance $72,805,000 and the Government of Guatemala (GOG),
$54,755,000. (see Exhibit A). The goal of the ten projects was generally to
improve the quality of life and increase the incomes of rural Guatemalans.

Tvo of the ten projects were related to an earthquake which struck Guatemala
in February 1976. The overall goal of these two projects was io restore and
upgrade the quality of life of inhabitants living in the earthquake zone.

The purposes of the ten loans were:
- Lducation (520-V-025 and 520-V-029) - to improve rural primary educa-

tion by constructing and equipping schools and by improving curricula
and teaching methods.

- Agriculture (520-T-026, 520-T-034, and 520-T-030) - to improve small
farmer development by settling new lands, building access roads, con-
structing small-scale irrigation and soll conservation systems, im-
proving institutional capabilities, developing new farm technologies,
improving extension services, providing credit to small farmers and
improving marketing systems.

- Rural Enterprise Development (520-T~032) - to develop and expand small-
scale industry and artisan enterprises in rural areas by improving
access to credit, appropriate technologies and technical assistance.

-  Community ilealth (520-U-033) =~ to improve community sanitation by
constructing water systems, latrines, and home improvements; to improve
health care by constructing and equipping health posts and training
health care personnel; and to strengthen the maintenance, logistics
and information systems required for the delivery of health care ser-
vices by providing equipment, vehicles and technical assistance.




- Rural Electrification (520-T-031) - to increase the number of electric
connections in low income rural areas by constructing transmission
lines, distribution lines, and one substation, and by installing
service drops, meters and house-wiring for new customers; and to
improve institutional capacity to service new customers by providing
technical assistance, training, maintenance equipment, and vehicles.

- Municipal Development (520-W-027) - to rebuild and improve municipal
infrastructure damaged by the earthquake; to strengthen administration
of local governments by training municipal employees; and to f.nance
a pilot program to establish revenue-producing municipal enterprises.

- Non-Formal Education (520-V-035) - to improve and expand the orograms
of the National Board of Non-Formal Education by training promoters
and extension agents of other GOG agencies, by providing a new radio
station, three mobile radio units, project vehicles, and technical
assistance and by financing publications, and broadcast time.

As of September 30, 1983, the USAID had expended $38,946,000 under the ten
projects; three of ten projects were completed in 1982 and 1983 and accounted
for expenditures of $29,766,000. (See Exhibit A).

This was our first overall review of the major activities comprising USAID/
Guatemala's project portfolio. Although it encompassed ten projects with both
loan and grant elements, its scope was limited to identifying the principal
reasons why project implementation had been delayed and what the mission could
do to avoid such delays in future projects. Thus, internal management controls
as they apply to each component of the portfolio were not specifically examined
as a part of this audit. Generally speaking, the cut-off date of our review
was September 30, 1983, although we did review certain activities through
January 1984 when our field work ceased.

Our examination of the USAID/G portfolio took place-in AID/Washington and in
Guatemala. It was conducted in accordance with generally accepted governmental
auditing standards. The audit included discussions with cognizant AID and GOG
officials, review of AID and GOG books and records, field trips to selected
project sites and commodity storage facilities, and such other auditing pro-
cedures as we deemed necessary under the circumstances.,



AUDIT FINDINGS, CONCLUSIONS, AND RECOMMENDATIONS

(Readers who are not familiar with the AID program in Guatemala or
the conditions affecting project implementation in that country might
be able to better appreciate the significance of this section of the
report by first perusing the information found in Exhibit R.)

Our review of the AID loan portfolio in Guatemala disclosed that all ten pro-
jects suffered significant implementation delays. The average planned life of
these projects was almost five years. Three of the ten projects have been
completed. Each of the completed projects had to be extended several times
beyond its originally planned completion date and many of its objectives were
not fully achieved. Portfoliowide, almost 50 percent more time was needed to
complete the projects. For the seven uncompleted projects, 73 percent of the
planned project life has elapsed but AID had expended only 22 percent of its
funds as of September 30, 1983,

Results of three completed projects and one other project nearing completion
showed that many of the objectives were not fully achieved mainly because of
design deficiencies and implementation del.ys. Implementation delays have
adversely affected the achievement of objectives because inflation iIncreased
the cost of project outputs. As a result, fewer outputs were produced by the
funds allocated to the project. Also, implementation delays increased the
total cost of project administration, since these costs increase with the
length of the project. As a result, more funds have to be allocated to finance
project administration, thus reducing services to project beneficiaries.

Below we present the targets not fully achieved for the three completed pro-
jects and the Primary School Reconstruction project which was to be completed

on December 31, 1983:

Target

Project/Target (Life of Project) Results
Rural Primary Education :

Schools Constructed 299 97
Small Farmer Development

Hectares Irrigated 5,000 856

Hectares of Conservation Works 5,000 670

New Families Settled 5,000 1,800
Municipal Earthquake Recovery

Infrastructure Projects Built 205 94

Municipal Faterprises Financed 48 2
Primary Schocl Reconstruction

Schools Constructed 105 56 1/

1/ Planned for completion by 12/31/83.
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In addition to these four projects, AID and GOG funding for a Rural Electrifi-
cation project had to be increased recently by $7.9 million to permit the
achievement of planned objectives because of cost »verruns.

In certain instances, objectives were achieved or even exceeded. For example,
under the Rural Primary Education and Primary School Reconstruction projects,
the target for the publication of textbook and teacher guides were generally
achieved. Also, the personnel training target was achieved under the Rural
School Reconstruction project. In two cases, significantly more was achieved
than planned. Under the Small Tarmer Development project, 325 kilometers of
roads were built versus 280 kilometers planned and under the Municipal Earth-
quake Recovery rroject, 940 municipal cmployees were trained versus 535 enm-
ployvees plarned. Although these accomplishments are worthy of mention, they
arc not considered typical of the historical performance of the portfolio
overall.

The major problems that have delayed project implementation and affected the
achievement of objectives are divided into those beyond AID's control and
others that can be corrected through increased management activities:

The uncontrollable factors were:

- The GOG congressional loan ratification process increased the
time required to satisfy initial conditions precedent. (This is
not currently a problem because Congress was abolished in March
1982.)

=~  Security conditions in Guatemala,

- Changes in governments in 1978, 1982 and 1983 as well as more
frequent changes in Ministry personnel,

-~  The earthquake of 1976.

- Depressed economic conditions in Guatemala and Central America
generally.

- Overly complicated GOG review and approval procedures delayed
implementation actions in the areas of funding, staffing new
project posit lons, constructing facilities, procuring commodities,
contracting technical assistance and processing vouchers.

~ Varying attitudes among GOG officials regarding the need for
foreign assistance which has lengthened negotiating times to
obtain agreement on project activities.

- Lower priority accorded to AID projects compared with other donor
projects because the AID projects were smaller and subject to
more oversight.



- Varying support by different GOG administrations for programs
designed to help the rural population. AID 1loa:: disbursements
increased under the governmment that took power in March 1932
because of its support for such programs.

Conclusions

Project implementation in Guatemala has in the past been subject to certain
conditions whose overall effect has been to seriously delay and curtail the
impact of AID-financed activities. Although these conditions cannot be changed
by unilateral action on the part of USAID/Guatemala, they should be taken into
account in designing and planning the implementation of future AID projects in
that country.

Recommendation No. 1

USAID/Guatemala develop and issue a Mission
Order:

(a) regulating the identification and design
of AID projects and

(b) making specific provision for taking into
account those conditions that have impeded
project implementation in the past.

The remainder of the report focuses on problems that are within the control of
AID and GOG management officials to correct. These problems have been divided
into portfoliowide and project—-specific problems for presentation purposes.
Correction of these problems should improve project implementation.

PORTFOLIOWIDE PROBLE¥S

Project Design

The implementation of many USAID/G projects has been adversely affected by
design deficiencies. Some examples:

- Certain GOG agencies lacked the experience and expertise needed to
effectively implement the activities in some cases. This happened
under the Appropriate Technology component and the Artisan Export
component of the Rural Enterprise project. These components were
assigned to the National Economic Planning Council (SGNEPC) and the
National Center for Export Promotion (GUATEXPRO). Two other GOG in-
stitutions, the National Institute for Skills Training and Productivity
(INTECAP) and the National Finance Corporation (CORFINA) had more
experlience and expertise in appropriate technology and in the produc-
ticn and marketing of artisan products. The USAID recognized this
when the project was proposed for redesigned in 1983, and the respon-
sibility to manage these project components was transferred to INTECAP
and CORFINA., (See Exhibit B, p. 15.)



Disbursement systems designed for the Small Tarmer Development
project and the Community; Based Integrated Health and lutrition
Systems project (Community-Raised Health) proved cumbersome. This
resulted in disbursement and project implementation delays. (See
Exhibit B, pp. 4 and 18.)

The GOG was reluctant to use loan funds for technical assistance
and research activities because they do not consider the invest-
ment of their money in these activities to be cost-effective.
This was noted under the Rural Electrification, Rural Enterprises
and Rural Primary Education projects. (See Exhibit B, pp. 1, 13
and 15.)

The small farmers who were the intended beneficiaries did not
support the marketing cooperative established under the Small
Farmer Marketing project because the cooperative operated at the
federation level (several management levels removed from the
farmers) and the farmers were not given a voice in the management
of the coopera- tive. This lack of support contributed to the
failure of the cooperative. (See Exhibit B, p. 11.)

The objectives of the new lands settlement component of the Small
Farmer Development project were not fully attained because the
basic infra-structure (roads, schools, health facilities, etc.)
was not adequate prior to the start of the project. (See Exhibit
B, p. 4.)

Lack of effective coordination among affected GOG agencies has
hampered project implementation under the Small Farmer Develop-
ment, Rural Enterprise Development, and the Small Farmer Diversi-
fication projects. Under the latter project, the coordination
design was ineffective since the coordination committee was estab-
lished at the national level rather than at the regional level
where activities took place. USAID/G corrected this problem in
the middle of 1983 by establishing a coordination committee at
the regional level. (See Exhibit B, pp. 4, 15 and 21.)

Designs for the construction of some facilities were based on
faulty assumptions; this led to delays and cost overruns. Under
the irrigation component of the Small Farmer Development project,
the cost of the irrigation systems was based on relatively level
terrain. However, the irrigation works were actually constructed

in very hilly terrain. This greatly increased costs and sharply
reduced the number of works. Under the pnew lands settlement
component of the same project, the cost of project roads was aiso
greatly underestimated because the road design did not consider
actual conditions in the project area. (See Exhibit B, p. 4.)

Many of the implementation plans contained in USAID/G project
papers proved overly optimistic because they did not take into
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account AID's experience with past projects, the known capabil-
ities of the GOG agencies and cumbersome GOG procedures which
invariably delay project implementation. These problems need to
be factored into project planning estimates so that planned objec~
tives and the time frames required to achieve them (staffing,
contracting, etc.) reflect the realities of project implementa-
tion. For example, past experience in Guatemala shows that it
takes an average of eleven months for the GOG to satisfy the

conditione precedent to initial project disbursements. However,
project plans have consistently estimated that conditions prece-
dent can be satisfied in four months. (During our Exit Con-

ference, the USAID advised us that the conditions precedent for
two FY 1983 loans had been satisfied by the GOG as planned.)

- The implementation plans for the Small Farmer Diversification
project did not clearly define institutional responsibilities for
implementing the activities under the project (see page 12).
This delayed the project during its Iimplementation phase since
time was lost defining responsibilities.

- The project paper for the Small Farmer Diversification project
and the Small Farmer Development project did not adequately assess
host country capabilities to prepare construction drawings, plans
and specifications. As a result, timely technical assistance was
not provided to host country officials to help them perform this
function and time was wasted during the implementation phase of
the projects (see page 12).

-~ Firm plans for undertaking the major components of the implement-
ation plan in areas such as technical rssistance, commodity pro-—
curement and construction were not prepared during project design.
As a result, considerable time was lost after a loan agreement is
executed in revising and renegotiating these plans. To the maxi~
mum extent possible, these plans should be adequately prepared
and negotiated during project design. For example, under the
Non-Formal Education project the USAID was urged by AID/W to
execute the ioan by August 31, 1982, (in order to meet obligation
goals) a month before planned loan agreement signing, and before
USAID/Guatemala had reached a firm agreement with the GOG on the
Project Description Annex of the loan agreement. As a result,
the Project Description had to be renegotiated after the loan was
signed, and this delayed preparation of the project implementa-
tion plan under a condition precedent to the loan. (See Exhibit
B, p. 24.)

Conclusion

In addition to certain previously mentioned uncontrollable factors, it has
also been possible to identify a number of deficiencies which have frequently
occurred in past projects and which are within USAID/Guatemala's power to
2liminate, or at least mitigate, in designing and planning the implementition
of future projects. Project designs should be reviewed to verify that:



1) Cost estimates are based on realistic assumptions and adequate
feasibility studies.

2) Activities are assigned to GOG institutions that have the exper-
ience and expertise needed to effectively manage the activities.

3) Disbursement systems provide for the timely availability of funds.

4) Adequate incentives have been established to motivate local spon-
sors and beneficiaries to participate actively in the project.

5) Periods allotted to complete implementation actions are realistic.

6) TFirm work plans are negotiated and monitored for major project
components such as technical assistance, construction and
procurement.

7) Technical assistance and research is grant-financed to the maxi-
mum extent possible.

8) GOG capabilities to prepare construction drawings, plars and
speacifications are properly assessed so timely technical assis-
tance can be provided as and when needed.

9) Institutional responsibilities are clearly defined and intra- and
inter-agency (GOG) coordination is well planned and mutually
agreed to.

10) Project coordination systems are effective.
11) The status of AID and GOG project inputs are adequately tracked

to ensure efficiency and effectiveness in their utilization toward
achieving project objectives.

Recommendation No. 1

USAID/Guatemala include among the provisions of
the Mission Order to be developed in response
to Recommendation No. 1:

(¢) specific guidance for designers of future

AID projects in order to avoid the design
deficiencies enumerated above.

Adequacy of AID, GOG and Contractor Persomnnel

The implementation of many USAID/G projects has suffered because of insuffi-
cient or non-performing USAID, GOG and contractor staff. Examples of these
staffing deficiencies were:



The management of the marketing cooperative (CECOMERCA) estab-
lished under the Small Farmer Marketing project was deficient
because they did not demonstrate sufficient initiative and ability
to implement the project. The management of the cooperative was
terminated in early 1983 when USAID/G withdrew its financial
support. It is now being ligquidated (See Exhibit B, p. 11.)

Technical assistance provided to CECOMERCA was not adequate under
the same project. The contractor did not provide the required
advisor to assist and to develop the export markets. The quality
of assistance was low and it should have been replaced or modified
early in the life of the project. (See Exhibit B, p. 11.)

The services of the Chief of the Coordination Unit for the Small
Farmers Diversification project were not adequate because he was
not dynamic enough to effectively coordinate project activities.
The USAID and the GOG decided to replace the Chief when his con-
tract expires in December 1983. (See Exhibit B, p. 21.)

The first GOG project manager under the Community-Based Health
project did not do a good job partly bezause he did not spend
full-time on the project. He was replaced in September 1983
after USAID/G intervened. (See Exhibit B, p. 18.)

Hine GOG health technicians were trained under the Community-Based
Health project at a cost of $38,000 but then were not assigned to
work as planned. Partly as a result of this, the construction
component is behind schedule. (See Exhibit B, p. 18.)

USAID's monitoring of five major loans suffered because of staf-
fing reductions in the USAID's Office of Rural Development between
June 1981 and September 1982. This lack of monitoring adversely
affected project implementation. To correct the problem, USAID/
Guatemala reassigned monitoring responsibility for three of these
loans to the Office of Human Resources Development. In December
1983, the Office of Human .Resources Development lost one U.S.
direct-~hire employee. To correct this problem, the USAID reas-
signed monitoring responsibility for two loans from the Office of
Human Resources Development to the Project Development and Support
Office in February 1984. (See Exhibit B, p. 11.)

CORFINA hired a credit staff of only 8 persons versus 206 planned
under the Rural Enterprise Development project. This was a major
reason vhy CORFINA has been unable to extend credit as quickly as

planned. This in turn led to a proposed redesign of the project

that will channel most of the credit through the private sector

banking system rather than through CORFINA., (See Exhibit B, p. 15.)



- The GOG Ministry of Education did not have sufficienc staff to
implement two AID loans at once. As a result, priority was given
to completing the Rural Primary Education loan, thus delaying the
initiation of procurement under the Primary School Reconstruction
loan for six months. (See Exhibit B, pp. 1 and 9.)

- The services of a long-term technical advisor were never provided
to CORTINA as planned under the Rural Enterprise project. Such
technical assistance was needed to help develop an implementation
plan, operating guidelines, inter-institutional coordination,
etc. (Sece Exhibit B, p. 15.)

The above examples illustrate that the sufficiency or performance of AID, GOG
and contractor stafr are crucial to prcject succes . Staffing problems were
found to overshadow all other causes of poor project performance. U3AID/
Guatemala has had difficulty in obtaining replacements for GOG personnel be-
cause of local procedures and politics. TFor example, it took the USAID about
nine months to have the GOG replace its first project manager under the Com-
nunity-Based Health project. More forcerul USAID actions may be required to
obtain better results in the future.

The staffing of new GOG project positions is a time-consuming process because
of cumbersocme GOG procedures. GOC delays in staffing new positions necessarily
deiay project implementation. This has happened on all AID projects started
since fiscal 1980 (Community-Based Health, Small Farmer Diversification and
Mon-Formal Education) as well as some of the older projects. The GOG staffing
process can take from 9 to 18 months. TFirst, the new positions have to be
included in the annual budget which takes about six months (this action cannot
be started until the initial counditions precedent to the loan have been satis-
fied). Then, other persomnel actions have to be taken which can add 3 to 12
months to the process before the employees are hired.

To help accelerate the GOG staffing process, USAID/Guatemala has agreed to

finance new hires on some projects for up to three years until the GOG is able
to establish and fund the new positions. This saves time because it simplifies
procedures for hiring new personnel. Even though this device was used for
some of the new positions in the Community-Based Health project, it has never-
theless been plagued with GOG staffing problems and after three years of pro-
ject operation, the GOG claimed it still required some additional AID-financed
staff. (See Exhibit B, p. 18).

Another option recently used by USAID/G to accelerate the staffing of positioms
has seen inclusion of GOG personnel actions among the conditions precedent to
loan disbursements. This was done for some existing positions under the Non-
Formal Fducation project; however, the GOG still required six months longer
than planned to staff the positions. The loan was signed in August 1982, and
the positions were filled in September 1983. Nevertheless, we believe this
option has merit when compared with the staffing record under the Small Farmer
Diversification project where personnel acticns were not included among the
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conditions precedent. Under this project, 27 of 80 GOG-funded positions re-
mained unfilled for more than two years after the loan was signed. Most of
these poscitions were filled by January 1984. (See Exhibit B, p. 21.)

Conclusion

The implementation of many USAID/G projects has been delayed because of inade-
quate USAID, GOG and contractor staffing. The sufficiency and parformance of
project staffing should be given high priority by the USAID during its regular
project reviev meetings so that staffing deficiencies can be promptly identi-
fied and corrected. In addition, staffing problems should be reported in the
quarterly project status report prepared by USAID/G project managers. (This
matter is dealt with in report Recommendation No. 3.)

Implementation Plans

The formulation of implementation plans should be an integral part of the
project design process. Furthermore, overall project implementation plans
should be supplemented by work schedules for such major project components as
technical assistance, construction and procurement.

Delays in preparing and revising implementation plans led to delays and lack
of coordination in the implementation of many AID projects in Guatemala. In
turn, those delays have raised costs and ljuited the services and benefits AID
projects were designed to provide.

USAID/G's implementation planning process consists of two phases. The first
phase is the preparation of plans during project design. The second phase is
the preparation of final plans after the loan is signed to satisfy the condi-
tions precedent to the loan agreement. Scmetimes this planning process is
extended into a third phase because the plans prepared to satisfy the condi-
tions precedent are discovered to be unsatisfactory. Thus, the plans must be
revised and reregotiated for a third time. This happenec under the Small
Farmer Diversification project. (See Exhibit B, p. 21.) As discussed earlier
in this report, better planning is needed during the design phase to minimize
the time required to revise and renegotiace the plans after loans are signed.
USAID/G should not approve plans submitted to satisfy the conditions precedent
unless they are saticsfactory. This will avoid further delays required to
revise and renegotiate plans yet again.

Adequacy of Plans

We found numerous deficiencies in the implementation plans that have
delayed project implementation. Examples of these deficiencies are summarized
below:

Assigment of Responsibilities =-- Many of the plans presared by the GOG were
too general to serve as a useful guide for project implementation and to
measure results. Responsibilities for implementing the plan should be clearly
defined to avoid project delays. Examples were:
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- Institutional responsibilities for doing farm management and nutri-
tional surveys under the Small Farmer Diversification project were
not well defined which delaved their start. The delay in the com-
pletion of these surveys has delayed the extension of production
credits under the project because survey results were needed to
determine where credit was needed. (See Exhibit B, p. 21.)

- Some of the project plans did not identify who was to act as the
procurement agent - the GOG or USAID/G. TFor example, under the
Small Farmer Diversification Project this responsibility was shifted
between AID and the GOG, thus delaying the procurement of needed
commodities. (See Exhibit B, p. 21.)

Specifications and Drawings -- Some of the plans did not include adequate
commodity specifications or construction drawings because the GOG lacked the
capability to do this. To avoid this type of problem, USAID/G needs to assess
host country capabilities during project design and provide needec technical
assistance to help the GOG prepare commodity specifications and construction
dravings. Ixamples follow:

- The €25 did not adequately define commodity specifications under
the Small Farmer Diversification Project. Only a medium tractor
was ordered without indicating horsepower or other features.
This has resulted in procurement delays because of the time wasted
in trying to justify the commodities requested and to define the
specifications. (See Exhibit B, p. 21.)

- The GOG lacked the expertise to prepare drawings for the con-
struction of facilities under the New Lands Settlement component
of the Small Farmer Development project. (See Exhibit B, p. 4.)

- The GOG lacked the expertise to prepare drawings and specifica-
tions for a greenhouse to be built under the Small Farmer Diver-
sification project. The AID financed technical assistance team
will prepare the drawings and specifications for the GOG. (See
Exhibit B, p. 21.)

Time Estimates —-—- The time projected to complete implementing actions were
very optimistic under several projects because the estimates did not adequately
consider AID's past experience, local capabilities, and cumbersome GOG pro-
cedures. These problems need to be factored into project planning estimates
so that objectives and timeframes required to complete implementing actions
(staffing, contracting, etc.) become more realistic. The effects of inadequate
planning (delayed delivery of services, increased costs, etc.) are illustrated
in the following example of poor procurement planning:
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- The plans for the Rural! Electrification Project did not include
realistic lead times to ensure that commodities (service meters
and electrical cables) would arrive in-—country when needed,.
Under this project, two major procurement actions were planned.
The first major procurement action took 33 months. However,
pitfalls encountered during thls experience were not adequately
considered in revising the plans for the second majior procurement
action. The revised plan estimated 1t would take 23 months to
corplete the second procurement action. However, the GOG now
estimates that it will take 6 montlis longer to complete the second
procurement. Because of the delay in the receipt of commodities
under the second procurement, some construction has been stopped.
To avoid problems like this, procurement lead times need to be
realistic and past experience needs to be considered in c¢stab-
lishing lead times. (See Exhibit B, p. 13.)

Supporting Plans =-- Overall implementation schedules have not been generally
supported by adequate plans for implementing the major project components
such as contracting technical assistance, procuring commodities, constructing
facilities, staffing new GOG project positions and training personnel. With
its last two loans, USAID/G has taken action to I1mprove its implementation
planning process. Now USAID/G requires detailed plans for major components
such as procurement, construction, and technical assistance along with an
overall implementation plan as a condition precedent to initial loan
disbursements.

To help ensure that better implementation plans are adequately prepared in the
future, we believe that USAID/Guatemala should develop guldance for the prepa-
ration of GOG project implementation plans. Such guidance should provide the
type of information in the plans together with standard formats for time-phased
implementation schedules covering project inputs and outputs.

Revision of Plans

We also found that implementation plens are not updated periodically unless
the project is restructured or reprogrammed. Revised plans are needed annually
to ensure that activities are well-coordinated and to verify that GOG budgets
contain sufficient funds to finance project activities,

USAID/G has recently recognized the value of revising plans annually and has
required the GOG to do this in one of its last two loan agreements. The
USAID/G has also recognized the value of reviewing draft GOG budgets to ensure
that they contain sufficient loan and counterpart funds to finance project
activities. USAID/G requires its project managers to do this but mistakes are
still made partly because the reviews are not based on revised plans. For
example, the GOG 1984 budget for the Community-Based Health project did not
include enough loan funding for the renovation/construction of health centers.
The GOG wants to build the centers in 1984 but will not be able to until its
budget is revised and approved —-- a process that can take three to six months.
(See Exhibit B, p. 18.)
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Conclusion

Delays in preparing and revising implementation plans have led to delays and
lack of coordination in the implementation of many AID projects in Guatemala.
In turn, those delays have raised costs and limited the services and benefits
AID projects were designed to provide.

To prepare better implementation plans, USAID/Guatemala should develop guidance
to assist the GOG's planning process. Also, to keep plans current, USAID/
Guatemala should require the GOG to revise plans annually.

Recommendation No. 2

USAID/Guatemala develop:

(a) guidance for the GOG on the preparation of
implementation plans in order to standard-
ize the type of information and schedules
to be included in such plans;

(b) procedures to revise implementation plans

for all projects annually prior to the
preparation of GOG budgets.

Monitoring Project Implementation

USAID/G's monitoring of project implementation needs to be strengthened so
factors adversely affecting project performance can be promptly identified and
corrected. We examined two principal techniques used by USAID/Guatemala to
identify and correct project problems: the project evaluation program and the
Quarterly Progress Report.

The Evaluation Program

USAID/G performed planned mid-term evaluations for only three of eight
projects started between fiscal years 1975 and 1980. 1In addition, a partial
evaluation was done of another project to assist in project redesign. Timely
evaluations are needed for all projects to promptly identify and correct major
design and implementation problems. This deficiency has since been corrected.
We reviewed the USAID's evaluation revised plan for FY 1985 and found it to be
adequate.

USAID Quarterly Progress Report

USAID/G prepares a Quarterly Progress Report to monitor project implement-
ation. The report consists of separate status reports for each project pre-
pared by the project manager. The USAID Director meets quarterly with the
project committee (all Mission personnel concerned with a project) to review

-14 -



the reports and decide on corrective actions. In addition to these quarterly
meetings, the USAID Deputy Director meets every three weeks with project com-
mittees to review project status. The report provides a good analysis of the
status of project outputs compared with planning estimates; describes progress
achieved during the quarter and plans for the next quarter; and provides other
useful information on the project.

However, the report does not generally compare the status of major inputs
compared to implementation plans in areas such as commodity procurement, tech-
nical assistance, contracting, construction programs, commodity distribution,
and GOG and contractor staffing. The effective management of these major inputs
is crucial to achieving project outputs as planned. For example, in several
instances project implementation has been delayed because:

- GOG staffing was neither sufficient nor in accordance with plans
for many projects (page 8).

- GOG staffing of the construction program was not in accordance
with plans under the Community-Based llealth project (page 17).

- Commodities were not distributed as planned under three completed
education loans (page 16).

- Commodities were not procured as planned under the Small Farmer
Diversification project (page 17).

- Facilities were not constructed as planned under the Community-
Based Health and Small Farmer Diversification projects (page 18).

Conclusion

Reporting the status of major project inputs would help to identify problems
such as those mentioned above needing top management attention. Although
USAID/Guatemala stated that the status of project inputs is included in the
periodic portfclio reviews, they agreed that it would be beneficial to sharpen
their focus on this aspect of project implementation.

Recommendation No. 3

USAID/Guatemala revise the format of its Quar-
terly Progress Report in order to assess the
status of the major inputs during the life of
the project in comparison with plans.
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PROJECT-SPECIFIC PROBLEMS

Unused Commodities (AID Loans 520-L-015, 520-V-025 and 520-V-029)

The Ministry of Education has not distributed about $1 million in educational
materials financed under three completed AID loans because it lacked funds to
pay for their distribution. These commodities should be distributed to the
schools as soon as possible so the teachers and students can benefit from them.

In January 1984, we inspected the Ministry's waveliouse in Guatemala City. The
warehouse contained $1,063,929 of undistributed commodities financed under
three completed AID loans as follows:

Loan Value
Completion Undistributed
Ioan Number Date Commodities
520~-1-015 12/76 $34,700
520-V-025 10/82 58,538
520~-V-029 12/83 970,691
1,063,929

The commodities consisted of educational materials such as textbooks, teacher’'s
guides, typewriters, sewing machines, sports equipment and kitchen utensils.

USAID/G was aware that the commodities financed under AID loan 520-V-029 were
in the warehouse because most of them had been purchased in the last quarter
of 1983. However, the USAID was not aware that commodities financed under the
two older loans (520-1L-015 and 520-V-025) were still in the warehouse because
procedures had not been established to verify that commodities were distributed
as planned under these projects. To help avoid problems like this, we have
recommended that the USAID's Quarterly Progress Report should be revised to
report on the status of such commodities (page 15).

USAID/G and the Ministry have taken steps to correct this problem. They have
prepared a plan to distribute the commodities under the three completed pro-
jects. The plan calls for financing the distribution of the commodities with
funds from another AID project.

Recommendation No. 4

USAID/Guatemala obtain evidence from the Min-
istry of Education that commodities have been
distributed as planned under AID loans
520-1-015, 520-V-025 and 520-V-029.
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Staffing of Construction Program (AID Loan No. 520-V-033)

The construction of 114 water systems under the Community-Based Health project
has suffered in part because insufficient GOG personnel were assigned to manage

the program. Only nine of 114 planned water systems were completed as of
September 30, 1983 even though almost two-thirds of the project 1life had
elapsed. As a result, fewer residents have benefited from Improved water

supplies than planned.

The construction program is planned and supervised by three area engineers
under the supervision of one regional engineer. Nine Ministry of Health tech-
nicians were trained to work in the construction program at a cost to the
project of $38,000. However, the health technicians were wunever assigned to
work with area engineers on a full-time basis as planned because the area
chiefs (doctors) did not want to transfer the technicians from their regular
duties to the construction program. The Ministry contracted four persons to
worl: with the engineer in one of the area offices but no personnel were hired
to replace the health technicians in the other two offices.

ggpclusion

Construction has been delayed under the Community-Based Health Systems project
partly because not enough personnel were assigned to assist with this phase of
the project, even though a number of health technicians had been trained for
this purpose. To ensure that GOG staffing of the construction program is
sufficient to accelerate the progress of construction, the staffing of the
areca offices should be increased by either contracting new personnel or assign-
ing the health technicians to assist the area engineers as planned.

Recommendation No. 5

USAID/Guatemala obtain evidence from the Minis-
try of Health that sufficient personnel have
been assigned or contracted for the construction
program under AID Loan 520-V-033.

Procurement Plan (AID Loan 520-T-034)

The GOG did not prepare an adequate plan for the procurement of $678,000 in
commodities to be financed under the Small Farmer Diversification project.
This has contributed to procurement and project implementation deiays, in-
creased costs and delayed delivery of benefits under the project.

The project started in September 1981 and, according to the implementation
plan in the project paper, the procurement of commodities was to have been
completed by .June 1983. As of January 25, 1984, some office equipment and omne
vehicle had been received for the coordinator's office; other vehicles had
been ordered and quotations were receilved for motorbikes. However, commodity
specifications for agricultural machinery and equipment, laboratory equipment,
veterinary equipment and audio-visual equipment have not yet been determined.
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The factors adversely affecting commodity procurement under the project have
been:

(1) An adequate procurement plan was not prepared unider the project
paper (198l) or the project implementation plan (1982). The
plans that were prepared did not provide a detailed 1list of
commodities and specifications unor did they clearly identify who
would be responsible for procuring the commodities or how the
equipment would be maintained.

(2) 1In early 1983 it was informally agreed between the USAID and GOG
that USAID/G would be responsible for procuring all commodities.
In late 1983, this agreement was revised to allow the GOG to
procure office furniture and equipment.

(3) The GOG did not submit to the USAID a detailed list of commod-
ities to be procured under the project until early 1983. How-
ever, the USAID and the GOG have not yet agreed on the specifi-
cations for many of these commodities since the GOG has not
adequately justified its commodity needs.

Conclusion

To accelerate the procurement of commodities under this project, we believe
the GOG should prepare an adequate commodity procurement plan for the balance
of the commodities to be bought under the project. The USAID should provide
any technical assistance that might be required by the GOG to develop commodity
specifications.

Recommendation No. 6

USAID/Guatemala obtain from the GOG a satis-—
factory commodity procurement plan under the
Small Farmer Diversification project.

(To help avoid the development of inadequate implementation plans in the
future, we have recommended earlier in this report that USAID/Guatemala
prepare implementatiun planning guidance for the GOG. )

Construction Programs (AID Loans 520-T-034 and 520-U-033

Construction programs for two projects (Small Farmer Diversification and
Community-Based Health) have not been completed as planned because the minis-
tries involved did not prepare detailed construction programs and they lacked
sufficient staff during the early stages of project start-up. To correct this
problem, construction time frames need to be revised and detailed construction
programs should be prepared. Further delays in the construction of facilities
will delay the benefits to he provided under the project.
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AID Ioan No. 520-T-034 (Small Farmer Diversification Project)

This loan was signed in September 198l and according to project plans the
following four facilities were to be built under the project and completed
between December 1982 and December 1983:

(1) Fruit Research Station Buildings (December 1983)

(2) laboratory (March 1983)

(3) Greenhouse (June 1983)

(4) Training:Center (December 1982)

The status of the construction program in December 1983 was:

(1) Plans and specifications have not been prepared for any of the
facilities zxcept the laboratory;

(2) 1land had not been obtained for the research buildings;

(3) The Ministry lacked expertise to prepare drawings and specifica-
tions for the greenhouse (the AID-financed contractor has now
agreed to prepare these plans); and

(4) Ministry officials have not agreed yet whether they need more

training facilities.

AID Loan No. 520-U~033 (Communivy-Based Health Project)

This loan was signed in September 1980. Project plans called for the
construction of 13 new health centers and the renovation of 44 others. The
construction/renovation of these 57 health centers was to be completed by
March 1982,

The status of this construction program as of December 1983 was:

1) Final plans and specifications for the comstructicn and renova-
tion of the health centers have not been prepared;

2) The Ministry has not yet decided on the number or location of

centers to be constructed/renovated (GOG engineers only surveyed
sites for the centers in 1983).
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Conclusion
The original schedules for the construction of facilities need revision because
they are no longer current. To facilitate the implementation of the construc-
tion programs under these two projects, the affected ministries should prepare
detailed construction programs satisfactory to USAID/Guatemala. These programs
should include:

- facilities to be constructed/renovated;

- location of the facilities;

- organizations responsible feor drawing up the plans and specifica-
tions, the construction, and construction supervision; and

- a time-phased schedule showing the starting and completion dates
of the various actions required to build the facilities.

Recommendation No. 7

USAID/Guaremala obtain from the GOG ministries
involved satisfactory construction programs for
the construction of facilities under AID loans
520-T~034 and 520-U-033.

(To help avoid the development of inadequate implementation plans in the
future, we have recommended on page 11 of this report that USAID/Guatemala
prepare implementation planning guidance for the GOG.)

Disbursement System (AID Loan 520-U-033)

USAID/Guatemala has financed project activities for the Ministry of llealth
under the Community-Based Health project on the basis of advances. Although
this arrangement was entered into to help expedite project activities, just
the opposite has occurred.

Mainly because of cumbersome procedures, the Ministry was unable to promptly
liquidate the AID advances. USAID/Guatemala made six advances totaling
$841,834 under the project. An average of five months were needed to liguidate
advances. Furthermore, an advance made on iav 3, 1983 had not been ZIully
liquidated as of January 12, 1984. The USAID generally does not approve new
advances until previous ones have been liquidated. Tor this reason and hecause
of protracted Health Ministry procedures in preparing vouchers to liquidate
advances, a hiatus occurred between the time previous advances are expended
and sulsequent advances are received. During such periods, the Ministry did
not have sufficient funds to finance the continuation of project activities
such as the procurement of construction commodities. As a result, project
implementation has lagged due to frequent funding lapses.



Conclusion

To correct this problem, the project should be handled on a reimbursement
basis as are other USAID/G projects. Under that system, the GOG provides the
funds from its own budget to finance project activities and then obtains reim-
bursement from AID. Thus, the financing of project activities would not be
impeded by GOG delays in preparing the AID vouchers. To avoid problems like
this in the future, a more careful assessment of disbursement systems should
be made during project design. USAID/G representatives indicated their agree-=
ment with the following:

Recommendation No. 8

USAID/Guatemala fund the Community-Based Health
project on a reimbursable basis.
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As_of Scptember 30, 1983
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Loan Project ______Dbljgatlons o
Project Titie No. No. Start Finish Total Loan Grant Total Loan
2/ -
1) Raral Primary Education 520-v-025 520-0229 L1/3/75  10/31/82 $7600 47000 i I 46978 469928
2/
2) Small Farmer Develop. 520-T-026 520-0233 04/08/76 04/08/83 14775 13000 1775 14775 1731000
2/
3) IMunici. Earthquake Ree. 520-U-027 520-0236 09/20/76 01/2z0/83 8000 000 - 7913 7991
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Fiscal Year Total loan Grant
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_"i-f_'-—.a;mplcted at the time of nur review.
3/ Includes a $10 millfon cash transfer of Teconomic Support Funds.
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EXHIBIT B
(B-1)

ANALYSIS OF USAID/GUATEMALA
LOAN PORTFOLIO COMPONENTS

RORAL PRIMARY EDUCATION

Background

The Rural Primary Education Project (520~0229) was financed by AID Loan HNo.
520-V-025 dated November 3, 1975 for $7 million. The total estimated cost of
the project including the GOG contribution was $12,700,000. The project was
scheduled to end on Dx»cember 31, 1979.

The purpose of the project was to assist the Ministry of Education to provide
more relevant and efficient rural primary education through the introduction
of improved curricula and teaching methodologies, and the construction and
equipping of schools. The project was divided into qualitative and quantita-
tive components. The qualitative component provided for:

1) training 3,300 teachers, 65 teacher-trainers, 450 teacher specialists,
150 supervisors, 700 bilingual promoters, and 150 school directors#i

2) development and production oif 1,640,000 textbooks, 41,000 teachers'
guides, and 45,000 bilingual texts, and

3) purchase of school equipment, teaching materials and vehicles, and
4) seven studies in research, development and evaluation.

The quantitative component provided for the construction of 299 schools.

Progress

Some of the objectives of this project were not achieved as planned. Also, it
took 34 months longer than expected to finish the project. The ariginal com-
pletion date was December 31, 1979 but it was extended to October 31, 1982 fer
a variety of reasons, as discussed helow,

Only 97 schools were constructed Jérsus 299 planned because of a dramatic
increase in construction costs caused by a surge in demand for services and
materials during the post-1976 earthquake reconstruction veriod. We believe
that the delays in project implementation further reduced the number of schools
built because of inflation.
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The qualitative component of the project was more successful than the con-
struction component:

TARGET ACTUAL
Training
Teachers 3,300 988
Tracher-trainers 65 59
Supervisors 150 58
Directors 150 52
Bilingual Promoters 700 691
Teacher specilalists 450 103
School Supervisors - 58
Evaluation Seminar of Project 025 ' - 510
(participants)
Pablications
Textbooks 1,640,000 1,479,299
Teachers' Guides 41,000 54,616
Bilingual Texts 45,000 20,590

Some of the training objectives were not reached since training requirements
proved less than planned as fewer schools were built,

The principal factors that delayed the implementation of this project were:

- In February 1976, three mcnths after the Loan Agreement was signed,
Guatemala was struck by a mijor earthquake. Because of the earthquake-
related matters, GOG congressional ratification of the loan was
delayed. As a result, the initial conditions precedent to the loan
were not satisfied until January 14, 1977 -- ten mouths longer than
planned.

- “he construction sites and requirements developed during project
design were invalidated by the earthquake. Thus, it was necessary to
revisit the original sites as well as new ones to revise the school
construction program. AID approved the revised construction program
in August 1978.

- 'stional elections of 1978 disrupted project implementation because of
a complete turnover in GOG officials. The new administration, which
took office in July 1978, did not approve the prequalification of
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of construction contractors until April 1979, even though they had
been tentatively approved by the previous administration. The resump-
tion of activities under the qualitative component of the project was
made more complex as most of the institutional memory was erased during
the change in administrations.

In an effor: to offset the increase in construction costs caused by
the earthquake, the engineering consultant was asked to analyze the
standard school plans to reduce costs through design modifications.
This lengthened the design phase considerably and the standard plans
were not revised until July 1978.

The GOG was reluctant to use loan funds to obtain needed technical
assistance for the project. Also, *the GOG wanted Guatemalan rather
than U.S. advisors. After four years of negotiation btetween the USAID
and the GOG, nine consultants were finally contracted in January

1981.

After contracts had been let to construct the first 20 schools, the
Ministry of Finance decided to transfer responsibility to construct
the remaining schools to the Ministry of Education on a force account
basis. This change in construction procedures saved an estimated
$600,000, thereby increasing the number of schools that could be built
under the project.

The printing of textbooks was delayed approximately five months in
1980 while the Ministry of Education developed a uniform textbook
program for the country's primary schools.

Security problems in rural areas contributed to delays in school con-
struction.

The rainy season in 1981 seriously damaged access roads to construc-
tion sites and delayed construction of schools in isolated areas.

A change In gov~rnment in March 1982 disrupted final implementation of
project activiti.s. Changes in GOG officials delayed the processing
of the final budget transfers within the Ministry of Finance.

About $58,538 in educational materials financed under this project,
which ended in October 1982, had not been distributed to the schools.
We observed these commodities during an inspection of the warehouse of
the Ministry of Education. In January 1984, USAID/Guatemala and the
GOG prepared a plan to finance the distribution of the commodities.
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SMALL FARMER DEVELOPMERT

Background

The Small Farmer Development Project (No. 520-0233) was financed by AID Loan
No. 520-T-026 dated April 8, 1976 for $13,000,000 and a grant dated June 29,
1978 for $1,875,000. The total estimated cost of the project including the
GOG contribution was $25,275,000. The original completion date for the pro-
ject was April 8, 1981, but this was extended two years to April 8, 1983.

The purpose of the project was to encourage the development of small farms in
previously uncultivated areas. Loan funds were allocated to four components:

New Land Settlement $5,600,000
Access Roads 4,900,000
land Resources Improvement ’ 880,000
Human Resources Activity 1,620,000

Total $13,000,000

AID grant funds financed technical assistance for all components except for
access roads,

The objectives of these components were:

(1) land Resources Improvement - This activity was to be carried out by
the Ministry of Agriculture in the highlands. The objective was to con-
struct, using labor intensive methods, small scale irrigation and soil
conservation projects on 5,000 hectares.

(2) PNew lands Settlement - This activity was to be carried out by the
National Agrarian Transportation Institute (INTA) with supporting services
from other public and private sector agencies. The objective was to settle
5,000 farm families in northern Guatemala. Settlers were to be selected
and organized wunder the auspices of existing cooperative federations.
The project was to finance production credit, basic cooperative infra-
structure and access roads for the new settlers.

(3) Access Roads = This activity was to be carried out by the Ministry of
Communications and Public Works. The objective was to build or upgrade
280 kilometers of rural access roads using labor intensive methods.

(4) Human Resources Development - The objective of this activity was to
strengthen a sector planning and coordination office within the Ministry
of Agriculture and strengthen other public sector organizations to plan,
and deliver improved technical assistance and services to small farmers.
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After the completion of the original project on April 8, 1983, AID amended the
Loan Agreement (520-T-026) on June 13, 1983 to provide an additional $3,000,000
for rural access road construction. The estimated cost of this project addi-
tion including the GOG contributicn was $6,825,000. The estimated completion
date 1s September 30, 1984,

As of September 30, 1983, no funds had been expended on the access road amend-
ment for $3,000,000.

Progress

The original project was completed on April 8, 1983. Project reSults were
mixed. Some of the objectives were not achieved, but In other cases more was
achieved than planned. It took two years longer than planned to disburse the
money under the project.

Progress under these four project components are analyzed below:

Land Resources Improvement - This component called for the construction of
irrigation and conservation projects for up to 5,000 hectares. However, sub-
projects were constructed to irrigate 856 hectares and improve soil conserva-
tion systems on only 670 hectares. The original objectives were not achieved
because project plans dssumed the systems would be built on relatively level
terrain. However, irrigation and conservation systems were located on very
steep terrain which greatly increased the construction cost of the systems and
reduced the number of hectares covered.

Nev Lands Settlement - The accomplishments of this component fell far short
of expectations. Only 1,800 families were settled in the project area versus
5,000 planned. Also, some of the infrastructure to be built under the project
wvas not completed. The project financed the construction of 46.1 kilometers
of roads versus 12 planned partly because funds for other infrastructure com-
ponents (schools, health centers, etc.) were reprogrammed for the road with
the understanding that the cognizant GOG agency, INTA, would finance the other
facilities after project completion. The original project plans called for
the construction of 25 schools, five health centers, five community centers
and five airfields. The construction of ten schools was started with GOG
funds but never completed because of poor contractor performance. INTA has
not completed these schools, pending resolution of legal problems with the
contractor. After the project was completed, INTA built four new schools in
1983 and started the construction of three other schools. Plans for 1984 call
" for completing the three schools started in 1983, constructing two health
centers, six wells, and three more schools. Tunds have been budgeted in 1984
to cover some of these activities but more money will have to be requested.
The major problems encountered under this project weve:
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= lack of adequate roads to the project area.

= Failure of participating GOG agencies to provide timely and adequate
facilities and supporting serviccs to settlers. This lead to a
temporary GOG freeze on new arrivals into the area.

= Difficult weather conditions and cumbersome GOG procedures. This de-
layed construction of needed facilities.

= Guerrilla activity in the project area. This disrupted project act-
ivities.

= Inadequate coordination of GOG agemncies.

=~  Problems in getting GOG personnel'to the project area because of in-
adequate infrastructure and supporting services.

- Inadequate performance of construction contractors.

- Lack of 'INTA capability to design and/or construct facilities and
access roads. The feasibility study for access roads was not ade-—
quate and costs were underestimated. This delayed construction of
needed infrastructure.

- An ineffective GOG disbursement system. This held up payments to
implementing agencies. In March 1981, this problem was resolved when
AID agreed to disburse funds directly to the implementing agencies
rather than through the Agricultural Development Bank (BANDESA).

- The overall implementation of the project was delayed because it took
the GOG nine months to satisfy the initial conditions precedent ver-—
sus four months planned. Congressional ratification took longer than
normal because priority was given to earthquake relief and recovery
measures.

Access Roads - Accomplishments under this activity exceeded objectives - 325
kilometers of roads were built versus 280 kilometers planned. Because of the
success of this activity and continued GOG needs, the USAID amended the loan
agrcement on June 13, 1983 to provide $3,000,000 for the construction of an
additional 145 kilometers of access roads.

Human Resources Development - This component helped to improve the COG pub-
lic sector capability by training 5,365 public sector employees. Also, a
sample frame was ueveloped whici: is used as a basis for doing sample surveys.
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MUNICIPAL EARTHQUAKE RECOVERY PROGRAM

Background

The Municipal Earthquake Recovery Project (No. 520-0236) was financed by AID
loan No. 520-W-027, dated September 20, 1976 for $8,000,000. The total esti-
mated cost of the project including the GOG contribution was $11,500,000. The
estimated completion date for the project was extended 28 months from March
20, 1981 to July 20, 1983,

The purpose of the project was to restore and upgrade the capacity of 101
nunicipal governments affected by the earthquake of 1976 to provide the local
infrastructure and services. The Institute of Municipal Government (INFOM)
was responsible for the implementation of the project.

The projeci: included four components as follows:
Municipal Reconstruction Fund - The project budgeted $9.7 million to finance

205 construction projects for 101 municipalities to rebuild and improve infra-—
structure damaged by the earthquake such as markets, water, sewerage, etc.

Municipal Institutional Development - INFOM was to carry out a technical
assistance and training program for municipal employees to strengthen the
administration of local government.

INFOM Institutional Development - The project was to provide technical assis-
tance and training to INFOM employees to strenzthen the capacity of INFOM to
perform its functiomns.

Municipal Enterprise Fund - The project was to fund a pilot program to test
the feasibility of increasing municipal revenues through the creation of 48
small-scale municipal enterprises.

AID loan and GOG counterpart funds were to be used for construction of munici-
pal infrastructure, technical assistance and other support costs.

Progress

Some of the original project objectives were not achieved and it took 28 months
longer than planned to implement this project beciuse of project design errors
and weaknesses in GOG project management. Below is our analysis of progress
and problems under each of the project components:

Municipal Reconstruciion Fund - Only 94 of 205 infrastructure subp-ojects
planned under this component were built due to errors in original cost esti-
nates, high rates of inflation following the 1979 earthquake, and delays in
project implementation. Project implementation has been delayed because:

A
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- INFOM assigned higher priority to completing other donor projects at
the start of this project.

- It took INFOM eight months to meet the initial conditions precedent
(versus four months planned) because of cumbersome GOG congressional
approval procedures, and another eight months to satisfy other condi-
tions precedent.

- Construction was delayed because INFOM implemented the subprojects
using force account procedures, the local engineering consultant was
not familiar with AID procedures, and INFOM's purchasing and subproject
review and approval procedures were insufficient.

Municipal Institutional Development - The implementation of this component
has been very successful. As of September 30, 1983, 940 munlcipal employees
have been trained compared to 535 planned.

INFOM Institutional Development - This component has not progressed well
because INFOM delayed preparing a training plan for its staff until 198L. The
lack of an adequately trained staff has adversely affected the implementation
of other project components.

Municipal Enterprise Fumd - This component has not bteen implemented as
planned. Only two municipal enterprises have been started versus 48 planned
under the project. INFOM did complete three other projects financed with its
own funds, however, INFOM established a section of four employees to handle
this component but little progress was made because INFOM lacked experience in
this area and because of personnel turnover. Also, many of the feasibility
studies prepared for the projects hy another government agency were not
adequate.

S
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PRIMARY SCHOOL RECONSTRUCTION

Background

The Primary School Recomnstruction Project (520-0242) was financed by AID Loan
No. 520-V-029, dated September 14, 1977 for $5,205,000. The total estimated
cost of the project including the GOG contribution was $8 million. The project
was to end on June 30, 1981l but the completion date was extended to December
31, 1933.

The purpose of the project was to assist the Ministry of Education and the
Ministry of Communications and Public Works to finance the repair and replace-
ment of schools damaged by the earthquake of February 1976 and to install,
where possible, a new primary school curriculum and teaching methodology in
coordination with similar activities financed under another AID loan (lo.
520-vV-025). The project consists of two components:

(1) A quantitative component: repair or replacment of 105 schools, and

(2) A qualitative component: personnel training, textbooks, teacher
guides, equipment and supplies.

Progress

The objectives of this prciect were not achieved as planned. It took 30 months
longer than planned to complete this project. The original completion date
was June 31, 198l, but it was extended to December 31, 1983 for a variety of
reasons. As can be seen below, all of the life-of-project targets have been
largely achieved except for school reconstruction.

Target Actual
(Life of Project) (9/30/83)

Schools Completed 105 31
Personnel Trained 416 436
Textbooks Printed 51,000 41,500
Teachers' Guides Printed 2,800 5,400

Only 56 schools are planned for construction under the project versus an orig-
inal target of 105 schools because of inflation and delays in project imple-
mentation. USAID/Guatemala has approved the transfer of funds from the con-
struction component to the qualitative component because there was not enough
time left in the project to start the construction of more schools.



EXHIBIT B
(B-10)

The principal factors that have iInterfered with the efficient implementation
of thils project were similar to those that delayed AID Loan 520-V--025.

- The GOG took 9 months longer than planned to satisfy the initial con-
ditions precedent because of the time-consuming congressional loan
ratification process and because of a change in the GOG administrations
on July 1, 1978. The previous administration preferred not to appoint
a Project Coordinator and Construction Manager to allow the new gov-—
ernment to select its own personnel,

- The GOG preferred to focus on completing the Rural Primary Education
Project (AID Loan 520-V-025, signed in 1975) before devoting much
effort to this project since the two projects contained parallel qual-
itative and quantitative activities,

- In December 1982, the GOG created a new implementing unit to administer
all school construction programs. Although this change will stream-
line the school construction process, in the long run certain pro-
cedural and managerial bottlenecks had to be resolved. Payments to
contractors by this unit have been sliow.

- The new implementing unit did not have the administrative capacity to
devote full attention to both AID loans. As a result, initiation of
pro