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USAID/GUATEMALA
FY 1986-1987 ACTION PLAN

COUNTRY SETTING AND STRATEGY SUMMARY

Section One - Country Setting Statement

The FPY 1986 Country Development Strategy Statement (CDSS)
drew a portrait of Guatemala as a country with coasiderable
patural endowments and economic potential, sharply ccntrasted
with the reality of severely unbalanced distridbutior of income

apd 2 very high level of actual poverty, particularly asong the

indigenous population. This situation has prevailed through
most of Guatemala's podern history with little evidence of any

real commitment to equality of opportunity for the indigenocus
population. During most of the 1960's and 1970's, Guateaala
experienced high econoaic growth rates hut vith only mll
gains in the standard of living £fo , Qus  PCpy

and other rural poo':. e : .

TEOre

All of this would portend s bleak picture for both short-
tera economic growth prospects in general and growth with equi-

ty in particular, and would not augur well for increased levels
of United States economic assistance to Guatesala. However,

the realities of the past few decades, while strongly influenc-
ing the nation's current international image., arse no longer an
accurate reflection of the direction in which the nation is

moving today.

Guatemala has weathered the terrible insurgency of the ear-
ly 1980's with great loss of life and economic vitality. It
remains true that extreaists of both right and left persuasions
continue to play hihly visible rcles in the pudblic life of the
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Pollowing on the successes of the July 1984 Constituent
Assembly elections and the npow uolrly conplctcd drafting of the

: This lubstantia
Thuing effects of the
problona and the deepening cconomzc

inlurgoncyf
czisi-.

hunan rights

- - (] cineliness and
types of lssistancc are of utmost importance to the support of
the democratization process underway, to the economic recovery,
and to the strategy of growth with equity. Without early and
effective economic gains in the life of the new Government, it
is doubtful the progressive political and social agenda can
survive.

Central to the prospects for success is the developnent by
the Government of Guatemala of

even though not nncessa:;ly perfect, probably would have set
the framgwork o h effgctive recow could be based. How—

, thePPigs 19NN . N S Adaie oA

ped. But, as might be expected,
: - WiITE Vigorous, has not yet produced any consensus
on spocitic nonatary 3 fiscal reform undertaken. In-
: th ' . t

. : L , USAID justifica-
tion and plans for BEconomic SUPPUTY I T (ESF) resources and
the formulation of a macroeconomic policy dialogue agenda are
outlined in the POLICY DIALOGUE PLAN of this ACTION PLAN. Ac-
tivity to date and USAID plans to support and expand continued

programs with Development Assistance (DA)] resources are out-
lined separately in the POLICY DIALOGUE PLAN.

Section Two -~ Strategy Summary

The strategy cutlined in USAID/Guatemala‘'s FY 1986 CDSS and
FY 1986 Annual Budget Submission (ABS) continues to be an accu-
rate and complete statement on which program plaaning and im-
plenentation activities are positad. Both also included the
wider goals and objectives recommended by the NBCCA. Earlier
this year USAID Guatemala developed a model tracking and re-
porting system which lines our existing and planned program to
" the 31 specific NBCCA recommendations. This system is now in
use and has strongly influenced the standard HBCCA reporting

L0
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format mandated for and used throughout the region. This AC-
TION PLAN strategy sumsary update Ieflects even msore closely
those objectives. The current package of projects,’ iacluding
$66.6 million for -u—m—mﬁw—m—n—i'o sdd-ons already
obligated froa FY 1984 Supplesantal and FY 1985 funds as of
03-31-85, * - R

These objectives remain valid. However, given experience
to date, the sharp rise in current and planned resocurce levels,
and the expectation of E5F balance 0f pesyments assistance in FY

_ 1986 and beyond, USAID/Gmr.mh is regrouping and refining

ntral strat ectives to better promcte the overall
Toward this end and as indicated

selection of ac:ivitiu undcx design t.hia year and in the next
few years also is being further refined by the larger NBCCA
goal of promoting democratic processes.

Therefore, as restated, the Xey objectives in USAID's
strategy are as follows:

(1 Achiesve. h&a of EH“ in“briun thrﬂ
-




Though more tightly defined than before, the strategy ob-
jectives outlined above remain consistent with those earlier
expressed. The new articulation sets forth an ambitiocus and
precise set of objectives that should focus USAID activities
and scarce resources even more sffectively on the overall goal
and the principal target group. Despite the higher DA and ESF
resource levels anticipated, one could conclude U.S. assistance
over the planning period might be inadequate to the challenge,
particularly on the ESF side. However, it is important to keep
in mind the relative underlying strength of the Guatemalan
economy, its vigorous and effective private sector, and the
current national commitment to the election process. Despite
formidable problems, each of these phenomena is a positive
element increasing Guatemala‘'s ability to return to long-tern

achieved g

effective use of USAID resocurces should serve to help leverage
other dcocnor and private sector external investments to Guatema-
la. Nevertheless, an eventual resal need for higher ESF and DA
., levels cannot be ruled cut and, indeed, may well be called for,

perhaps as an FY 1986 Supplemental.
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THE POLICY DIALOGUE PLAN

Section One - Introduction

Plowing from the country setting and strategy statemsents
given above, USAID/Guatemals sees two related, but distinct
policy agenda areas that sust be addressed if U.5. assistance
is to be effectively leveraged toward achieving the larger pro-
gram goals of democratic governasnt, econoaic recove and
growth with equity. These twO Aareas are: *

Thae forser is
central to Mission 4nd economic recovery planning. The
latter relates more gdirectly to existing and plann@ie in-
puts. Although discrete in sany aspects, both are interlinked
by the overriding program objectives of growth with equity and
by their implications for specific allocations of available
resources.,

Consequently, this POLICY DIALOGUE PLAN begins with a bdbrief
background description of the overall dialogue to date and the
framework for the continuing dialogue. This is £foll two
major sections. The first provides a and a
Sl ¢ for an ESF cash transfer program. This sec-
tion concludes with a discussion of mmNENEENPEECr the pro-
posed GNNNEEERS- The second major section outlines —

Specific

to

ams W' and W
are given in the P CONTENT portion of ON PLAN,

The final parts provide sections on SPECIAL CONCERNS and a MIS-
SION MANAGEMENT NARRATIVE AND OPERATING EXPENSE LEVEL AREQUIRE-

MENTS.

Section Two - The Dialogue to Date
USAID/Guatcula has in the recent past carried out a struc-

licy dialogue with W
connectl ina
1on of the rogram; at H

1n connection with the n ion of
new projects; and, finally, at

through foat brietaﬁl ?% progran discussions withowigRhlihe-
8,
: _ ‘qﬂ__‘ ‘. . ); -¥. . _ Tela’

In all of the above discussions, USAID representatives have
followed the basic tenets set forth in the AID Policy Dialogue

Paper of December 1962, and have atteapted to relate those to
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Guatemala's realities and problems, as well as to the NBCCA
recommendations and the size and potential impact of the AID
program on the solution of those problems., However, until very
recently ~-- such as in FY 1984 when the program amounted to
only $4.4 million ip DA, no ESF, and $7 million in P.L. 480
Title 1 approved only late in the £iscal year -- USAID lacked
the means to include conditiocnality in the peolicy dialogque.

Section Three - Framework for Future Dialogue

Three recant and interrslated developments have made futurse
policy dialogue with Guatemalan public and private sector re-
presentat 8 of crucial {maportance:

(1)

(2)

hich could derail effectiva economic
rccovc:y and undermine the democratization process;

and,
(3) SW begin-
_ ning in 1985 ch could, 1if judicicusly applied,

halp ion and contribute

————

Over the time frame covered by this ACTION PLAN, USAID will
place primary, but not exclusive emphasis in its policy dia-
logue on the following broad areas, set forth in the Poligy

Dialogue checklist (STATE 45804) of February 14, 1985: a

Policy discussions will be linked to the entire assistance
package DA, ESP, P.L. 480 Title I, and ~- in a more particular
way - tO salient porticns of the package such as the most ef-
fective and persuasive use of ESP in the dialogue on Economic
Structures.

Section Pour -~ The Macroeconomic Policy Dialoque (ESF Planning)

A. Introduction

s with uestion the
nes sic and the

underlies sector specific areas of policy concerns. Moreover,
failure to move through the dJdialogue process to constructive
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resolution of the major macroeconoaic problems will in all
likelihood seriocusly alter Guatamala's democratic.and ecoanoaic
hopes as well as U.S. regional interests asnd AlID's overall

strategy and objectives in Guatemala.

i The
ing a 1.4% real growth

def

a0st optimistically projecting iaports at the 1984
level while anticipsting a significantly increased level of
exports in 1985. More realistic estisates, presented in more
detail in the £o0ll

current resources to close this

pers e ng than cur:ont.ly anticipotod wul be re-
quired to financc any sort of increase in the country's econos-
ic growth rate.

Benior Embassy and USAID officers have discussed Guatema-
la's macroeconomic situation with Governaent of Guatemssla poli-
cy makers on at least two occasions in 1984 in forsal Jackson
Plan briefings. However, these conversations resulted prisari-
ly in an exchange of information since we lacked at the tise
the backing of resources, such as ESF and P.L. 480, Title I,
for a serious policy dialogue. The expectation of significant
ESP resources (together with P.L. 480, Title 1) in PFY 1986 and
FY 1987 have changed the scenario.

Recently, on April 23, 1985 and again on April 3C, 19885,

senjor Mission and Exbassy officers were approached
i e 1 Ty

o e A policy dialogue on the country's
Bacroeconomic problems has in effect started and will conti

Bpting w
Mby means of a “public national dialogue ve

been renewed, but are unlikely to ba sufficient.

The U.S. in concert with the IMF and other major donors

such as the IBRD and IDB sust be prepared to offer necessary
balance of paymsents s ret to forestall a dee ing of the

crisis.

sconomy.
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B. The Need for Structural Adijustment in the Guatemalan Economy

the Guatemalan Qcodony
Wme scarcity of foreign exchange, an enery
sis, and ncroasing unca:ta;nty over future econonic

An update of the CDSS macroeconcomic overview of the Guate-~
malan economy is presented as Annex A of this document. The
annex reviews economic policy reforms attempted over the past
yvear and current economic trends to the extent possible given
the limitations in available data. Additional portions of this
section briefly discuss the major structural problems of the
economy which are constraints to growth.

C. PFiacal Deficit

[S Y VY. i .

- -je




:11110:1 in 1981 to 0210 9 nillion (estimated) in 1984. Hhue
part of this reduction can be attributed to the completion of
the main structures of the Chixoy hydroelectric plant and the
scratching of several “"white elephant” projects, current and
future levels of public sector investment are 80 low as to con-
strain longer-tera growth projects.

For exzample, many of the proposals set forth in the nation-
al policy dialogue call for cuts in government spending without
decreasaes in either salaries or numbers of personnel. Ten per-
cent is the size ©0f the reduction cited most often. In the
1984 budget, payments to labor constitute about 708 of the ope—
rating budget and more than half of the total budget. A 10%
cut would imply at least a 20% reduction in investsent and non-
salary operating expenses in nominal terms.

In sumsary, while the size of government is a nation's sov-
ereign choice, it becomes a structural prodblea when the amount
and type of public sector spending constrains econmomic growth
and when the chosen level cannot be {financed by tax revenues.
Without introduction of new revenue measures and greater empha-
sis on the public sector investments which support developaent,
Guatemalan public finance policies are inimical to the achieve-
ment of high rates of economic growth in the near term.

D. lance of Pavments and Ex e Rate Management

In Hovember of 1984, the Governsent of Guatemala legalized
the parallel smarket for the quetzal. The interbank parallcl
sexchapge ral ha. a;nco depreciated froa ¢ ' ,

- R = -

-~ l

Ty Y papite CI nt towdrd

- .- +

Ysten 'nm- ’ lbility

to exchange donars at the para el Irate is a lesser incentive
to producers than it could be given 3 more rational systes.

For example,




- rate, As a result the Govarnment of Guatemala
is SUTIVITPoeseW®P™nyo suppliers and creditors, and is even
reported to be buying dollars on the parallel market tc neet
ceritical bills.

—-— The system has a number of loopholes, as avidenced by

Clearly, these kinds of inefficiencias serve as disincen-
tives to trade, and cause price distortions in the domestic
economy. The problems associated with the current system €for
allocating foreign exchange explain only part of the current
inability of the Guatemalan economy to generats enough foreign
exchange to accomodate the import level required. for moderate
economic growth. Analysis of the balance of payments accounts
reveals other structural problems in the external sector,

Table 1 on the following page shows trends in the external
sector and projections for 1985, Two projections are shown,
both Government of Guatemala and USA . ased on diffaring
of assumptions. -

‘i‘



Corrent Account Balance
Trade Balance
Exports -
Jaports
‘e  Services/Transiers Hel

Capital Accosal Balance
Private Net
Short-ters Ket
Long-Lers Net
Dificial/Banking Met
Short-ters Net

Long-tera Net
Errors and Oaissions

Net International Reserves
including arrears
(sillioas of US$s)
Baakiag Systme
Banco de bualesala

Keao Ileas
S0P in current 0's
(aillions of Q's)
6P deflator

Guatesalan Exports to US

Percent of Tolal

Sources: FY85 CDSS, Banco de Gualesala, INF, Departasnt of Comserce -

peprelisinary
esestinale
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TABLE 1

Guatesala Balance of Paysests

(silljoas of U.S. dollars)

B. de 6. USAID
1980 1981 1982 1983 19841{p) 19E3(e) 198BS5ie)
-{76.4 -5M.7 3711 -39 -3R3.T -192.2  -242.9
-78.4 -JM4.4 -188.4 5.7 « -39 0L 58.1
1519.6  1299.1 119%.6 1090.7 1139.3 128%9.1 1224.3
-1598.2 -1673.5 -1388.0 -1058.0 -4153.2 -1187.2 -1147.2
~98.0 -190.3. -182.7 -259.% -299.B -294.1 -302.0
-161.0 216.0 -14.B 3218 3.4 192.2 80.9
-323.0 -38.3 -289.5 L. -7 a.1 -9
-441.0 -221.6 -343.9 2.6 114 -13.9 -$5.%
138.0 183.3 7.4 29.2 3.7 §1.0 41.0
02,0 243 T\ 20 3.1 1S.1 105.8
9.0 R.d 2.4 B 2209 -8.3 -84
163.0 219.0 2723 1.2 152.2  190.4  190.4
18.4 0.3° -N.é 8.6
3.0 RS -295.1 -301.7  m.a. B.d. 8.3.
m-o "02 -2“0’ -ma Redo Re.d. Reds
7,88 8,808 8,728 9,035 9,3% 9,80 —
10.0 8.4 3.1 b3 3.3 3.4 —
.5 4.9 2b.4 .9 39.0 — ———



_The private sector
~ -$24.9, which re—

capral'aécount balance is estimate

flects a readjustment of Government of Guatemala projections of
grivato sector inflows, Public sector noncompensatory capital
nflows are estimated to be $124.8 millicn, whose main element
is the pending IDB Industrial Recovery loan of $ 70 millioen for
reloans to private firms. This leaves a compensatory financing
requirement of $374.1 million, for which credit scurces appear
to be lined up in the amount of $212.1 million.

i s U S

_ITTASTERSR -

al reserves s P——— . Ny -

rent economic situation, neither scenaric is consistent with a
promising outlook Jor future growth. Ipcreased borrowipsg

- . ) .

In short, internal structural problems (the inefficient
foreign exchange allocation system and the public sector dafi-
eit) will combine with external factors (sluggish CACM demand
for Guatemalan products and slcw growth in the commedity
prices) to generate a large current account deficit in 1985,
Given that capital flight may persist and that financing may
not be available on favorable terms, imports may be restricted
below the projected level, constraining the growth of national
output. :

E. Commercial Bank Interast Rates

Pressure on the exchange rate could be re
a_greater gjpcentive tc _save domestical

i ‘1,-;.-;--.,_‘_,,.-_.-.-1’._-- ;‘ﬁ 33 .
- S e ————— T ey el ——

- _ g - 18 - - _.
p‘l.*iig. since traditionally interest rate adjustments have
exte only to new loans. Allowing more interest rate flexi-
bility in response to domestic price movements will both pro-

tect savers and direct resources into more econcmically ration-
al investments,
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F. Energy Sector

The Miu special mention
as it concretely illustrates the structural distortions of the

Guatemalan econcomy addressed above, but alsoc becauss this sec-
tor represents the greatest short-ters constraint to growth.

As this document was being ng nd : g
: il odchedulec. vals Avelige
--'—m-ﬂYﬁﬂf"*T"T“T——-—_

——

_'EI’II-—-- Lu W w -l

=, he poorly nintainod. ove:burd.nod pou'olcun-fod
gemraton (plus any :ointoreountn which can be obtained) aust
nupply thc country.

Petroleum and fuel are treated as essential commodity is—
ports and carried under the official l:1 exchange rate. There
is concern that the Guatemalan government has recently resorted
to buying dollars in the parallel
its oil debt. Th -

L

G. Prospects for Growth

The Government of Guatesala
GDP for 1985.

— N niesisscnactattpitioiesWBPUrt s even

below the projected level, rofumtemesutGutebbbnifaamess
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. 8’0 Or negacive growth is the outcome in
1985, poverty will increase, creating additional pressure for
the incoming elected government. Such a retreat in incomes
would imply a step backward both in meeting USAID strategy
goals and in the movement toward democracy.

Por the medium term, if the new government c¢ould inherit or
itself establish an effective program of structural adjustment,
moderate growth cculd be obtained by the end of the decade.
The alternative scenario of continuad reliance on economic
neasures which are too little and too late will confine Guate-
mala to a path of little or no growth over the medium term.

H. Justification for ESF Cash Transfer

- iy e T A T

‘ USEGRS. "NENAL A 0.
",.‘.’.-u--—.‘__-‘____u,——h‘_l‘ - o . -

Y e Y ‘
s e . e PR~ '. T
B .

fhe objectives of the proposed $100 million ESF program for
PYB6 and 87 are: '




These ESF objectives are consistent with the overall pro-
gram strategy and the goals of the DA projects. In addition,
successful leverage of the policy reforms described above would
reduce longer—-tara depandence ¢©f the Guatemalan economy on fi-
nancing for BOP deficits.

The key to meeting the objectives set forth lies ip having
available the reqQuested level of fast-disbursing BOP support
to meet Guatemala's critical shortage of foreign exchange.

USAID therefore proposes that al in FYB6 and
87 be made via s ~The potential ben-
efits of a cash transfer are substantial in prosoting the adop-

tion of urgent but politically difficult policy reforms.

By comparison, a C kel

o

and Wyiken USAID's leverage in g shing for policy Fe70TH.
e DR S ig Guatm-

L s
whose value greatly exceeds the level o! proposed nsr assin-

ance. Projectizing the ESF assistance is the least desiradble
alternative, as it not only imspairs the Mission's ability to
assist Guatemala with its immediate crisis, but would also in-
crease the growing project sanagement load,

I. ESF Conditionality

An illustrative tiunbh for the policy reforas to condi-
tion disburscunt of EST resources is shown in ‘rablo 2. Y

It is anticipatod that the FYB6 ESPF disbursement of $25
million will be in support of the newly elected Guatemalan gov-
ernment, which will enter office in the =middle ©of a serious
economic crisis. While ESP assistance discussions will have to




take account of the innediacy of the need and ot political as

Mme first look at condltlonalzty terns mcluda
the following measures as most urgent and desirable,

imply a larger fiscal detfi -
* On the revenue s iRer it is difficult
to link the 325 million to the immediate introduction of new

revenue geasures, given the political dynamite tax reform re-
presants in Guatemxla. Howaver, as a conditicon for the FY 1986
BESF, if the current government has npot taken stabilization
measures, the new government will be asked to take appropriate
monetary and fiscal measures (which may wall include revenue
increases) as outlined in Table 2.




ILLUSTRATIVE
ESP CONDITIGNALITY PLAR
= 1%8e-1987

1986
l. Public Sactor
Revenues/Spending
budget over 1985

increased !ocus with continuing

1987

and

Ptm Continuing.
»ant of

»
TinT e —_—

the first candidate.
By the end of FY 86

2. &, Exchange Rates

b. Export
Prooo_odo
3. Pricing

4. Interest Rates

refores.
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. Por the aexternal sector, the f£irst concern in the FY 1986
BSPF negotiations is to eliswaveeily W radead
at’!H!-iii-ﬁl"'!EH!H!'-'-"-'!!-liIiiﬂﬂgggﬁglllliilil.lilau‘
i t}Pambbwtn,, At present,.- there is a substafitial difference be-

tween foreign exchange earnings which must be converted at the
official rate, and the value of commodities which are imported
under the essentials list (-$78.8 million estimated for 1985.

see Table 3). This iabalance has caused the Government of Gua-
temala to delay payment of its official debt and of bills from
suppliers of essential categories. At present, the prime can-
didate for removal from the list of essential imports, given
the curront ener crisis. is fuel, particularly gaso11ne. A

be trans tional to.a.unlfied rate w ﬁch is realistic encugh to
be a market clearing rate.

Pinally,
wi .
pinimum, USAID will seek™
refors which ra I

FY 1987 allocation of $75 million, coupletion of the FY
1986 policy reform agenda will be sought, building on the areas
begun but not likely fully implemented from the previous year.

= urged, again with still
gy #ht. The FYB7 ESF assistance
will also be contingent upén adoptio i e
{building orn FY 1986 gains) w 8

md which eliminates the
ent structural ] . PFinally, -

In the event that supplemental ¥Y 1986 ESP assistance is
received for Guatesmala, the timetable for FY 1987 conditionali-
ty, particularly in the public finance area, will be poved up
in the negotiating schedule.



TABLE 3

Supply and Desand for Foreign Exchange Traded

at the Official Rate Q1 = 8 1}

(1985 Estinsates)

SUPPLY 1131.3
FOB Exports 725.2
Cotton 62.2
Quota Sugar ' 3=.0
Nongquota Sugar —
Bananas 70.0
Ouota Coffee 323.0
Nonguota Coffee -—
Cardomom 100.0
Petroleua 30.0
Beef 0.3
Other . 8.5
CACM 8.0
Service Exports 93.0
External Credit 301.7
Banco de Guatesala , - 147.5
Rest of the Public Sector 1854.2
Other 11.4
DEMAND ) 1210.1
CI1F Importis 571.3
Private Bector 424,33
Public Sector 147.0
Service Imports . 162.0
Debt Service : 456.1
Banco de Guateasala 244.0
Public Sector 160. 1

Amortization of
the Presa 30.0
Oth.r 20. 7
BALANCE -78.8

SOURCE: Cantro de Investigacion Econocaica (CIE)
"Correo Econoaico*
{Ang No. XII, No. 54%)
Based on Banco de Guatemala data
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Section Five - DA Programming and Policy Dialogue Plans

A, Introduction

Individual project narratives for each new atart in-
tended for FY 1986 or FY 1987 are provided in Section Three of
the PROGRAM CONTENT portion of this ACTION PLAN. Refersnce to
these in this section is conly by way of esxemplifying or detail-
ing policy dialogue themes already under discussion or intend-
ed. The order of appearance for the new activity narratives is
given in the Table of Contents. The narratives by

DA Policy Dialogue themes centar on achieving an im—
proved development climate overall and reaching specific condi-
tions targeted by the NBCCA and USAID/Guatemala as outlined in
the St:ategy Summary section of this ACTION PLAN Specifical-

Taeforms, such 3k
] are crucial to the ; ialogue
pa agriculture and small business) and
have been discussed in the ESF dialogue planning section. De~
scription of these will not be repeated here, but USAID/Guate~
mala is keenly aware of the importance these plus such other
issues as air and land transport, have to achievement of last-
ing improvements. Constant attention on a day-to-day implemen-
tation basis and through special studies and presentations will
be given to ensure that both in the ESF and DA dialogues USAID
engages with both the Government of Guatemala and the private
sector in realistic discussions of the full range of macro and
microeconomic constraints to growth.

B. Agricultural Development

A number of macroeconomic dialogue issues, particular-
ly those dealing with exchange and interest rates, pricing pol-
icies and access to foreign exchange, discussed in the prior
section, have particular reslevance to the agriculture sector
and will be incorporated in discussions and terms for ESF, Ti-
tle I and DA resources.

As earlier noted
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cording to the 1979 Mricultunx c.nus and Oth
potcntial land uu dntn. f.h.:c .

e o A
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PER-SRmECf which could be channeled’ CIPDUN
1and urkat mechanisa.
USAID initiated a formal dialogue of this problem with

the Government of Guatemala and tcprosonutivu ot Guateasla's
privato sector Alate ;

While the initial reaction Eoin
Montt Government was favorable, in pa:tieu

:icnltnro. ) ' ‘
g - 'rno htto: read into :he projoct :h- spectre
an unacceptable concept in present-day Guatema-
2 iraged _hy the success of a pilot onducted
by the Rl by the appointment of a new Minis-~
1N wheo has shown interest in

Nt s mte?’o‘ttia“‘tﬁ" “acquiring of —expandir '
holdings. To assure that buyers participating in the land pur-
chases have the ability to liquidate their sortgages, the proj-
ect will provide production suppart and technical assistance to
guide thes in increasing productivity and 1neo.- after tha land
transfer.

As stated sbove, discussions and negotiations for this

project will be carried out AQirectly with private sector repre-
sentatives and representatives of those private credit instiu-

tions which are likely to become channels for credit for land
zchases '
ill be drawm npon as well as
private -cbtgz organizations :rticipnting in. *c‘iiti“
. $1 n
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'r-mwii S W YT X oy BUPeractive nthodu' 'I’he
Ao il e EppT O PUblic sector
ot!i TS as well as r-pr-sentatives from the coope:ative move-
ment. USAID's involvement with cooperatives in Guatemala dates
back some 20 years and has included support for the establish-
ment of two major umbrella organizations, the Guatemalan Fede-
ration of Credit Unions (FPENACCAC)} and the agricultural cocpe-
rative system (FECCAR). Subsequently, the Government of Guate-
mala sponsored a cooperative institute (INACOP).

With the exception of a few agricultural cooperatives
which were carefully organized and managed during their stazrt-
up phase and which are now capable of supporting specialized
agricultural preduction and operating narketlng services, the

i wm-a ) : - RIS e Tl Aot @
e ; Mg . . P Y= 1 T - PRy
3 _-'""_"*"*..",.., BT ST RS TS 8 A d ~ag AT dentgupon -
- DT aeRE which prevanted them from lurv1ving in a
conpat{tiva market and from providing meaningful services to
their members. Purther, the vitality of the cooperative move-
sent, particuiarly in the Highlands, was seriously sapped dur-
inq the insurgency of the early 1980's,

e “abietrcw Of  effective group’ ‘participatioh and ac-
tion, such as that related to cooperatives, is one of the most
serious constraints limiting improved income levels of the
small farmer. Together with inequitable land distributian dis-
cussed above, it- iuRIbI®W~wetainment Sf a. principal ohisctive

. et duatensla, - that- of ~increasing “ENEAL ‘o

to initiate an #irE e TR AL e clening:-- pratect
TS:Eggggg¢-v_ Policy discussions will be Garried the
highest level of the government, primarily with the Miniater of
Agriculture and the mpanager of Guatemala's agricultural Dbank
(BANDESA) and with FENACOAC and FECOAR. The Government of Gua-
tepmala's approval and support of this project are essantial in
view of the frequently antagonistic positions toward coopera-
tives taken by previous governments. USAID support for BANDESA
will be important, particularly since the latter organization
is still plagued Dby over-bureaucratization and slowness in
processing credit applicaticns. Assuming a positive reaction,
and as a strict condition to implementing the project, exten-
sive evaluations and assessments will be agreed upon for those
member cooperatives most likely to qualify for assistance under
the project.
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C. Education

USAID has assigned high priority to improved education
in Guatemala. Increased access tO educational facilities to-
gether with a better gqualiity of the education system will have
atpo:itivc effect on all three precepts of the USAID/Guateamala
strategy.

sent, the Govorn-cnt ©
and 12.5% of _its budget for education,
to educatinn. by, any. Central Asej n : L
until very recently, the Yadiifi = 4 baen--largely lef¢

out  ¢f even_ the primary sducation process .since acet Indians’

ainpiy 4o wot spest Spenish..

Over the nast three years, USAID has aade
inroads againat the latter probles. A $1.8 milli
LBueatifn pivYéct, initiated as_a OUIEE—ESEITIEE-4o_lS
troduced ins - ia Spaniah .and TSUY IRAIAS linguages J
fural P¥iai 8. The project demonstrated on a small
scale that the Indian, given the basics of education without
having to relinquish his lulqnago or customs, CAn become A BOre
productive member of Guatesmala's soclety and also be better
equipped to compets in the country's job market.

A concrete result of the eontinu

' ut.,wntim
ingoal education in™ schoois’
l"or the tust _time in

children, or 408.Pf- i1’ ;agnmqa schocl. ¥he Govern-
ment of Guatemala has further demonstrated its support of tﬁx'l
P

te @ *
th nt con tion gto the grosth with

equity strategy and a_clear demonstration of the

Guatesila's changing umwtm nmn‘“‘"’

Further USAID dialogue goals in the education sector
include: (1) assaripng. that hug%ml teschers have access -tO a
reascnabie ge_of all ava les teaching positions on an
annual basis; (2) annduuw:upxmumﬁiyns -©f._school
finewces with the objective of reforming policy relative to




budget priorities and the GNP (the particular objective of this
latter effort will be to raise the percentage of GNP _assigned
to education from 1.7% to at least the Centrsl- American average
of T.l%-by 1987); and, (3) working toward decentralization of
the—educst TSN ¥ysten,» away from the archaic and centralistic

system of administration introduced in Guatenala 400 years ago.

~The CTentral - Americ®—Peace--Scholarships—-profest- (596-""
-0T307T" i3 a major nontraditional training initiative recommended
by the National Bipartisan Commission on Central America
(NBCCA). A principal purpose of the program is to promote dem-
ocratic processes and c¢ounter a high level of Soviet Bloc ef-
forts of recent years to influence policies and attitudes to-
ward their views, The USAID is targeting CAPS resources toward
closing human capacity and work force gaps across a range of
functiconal areas critical to the support of democratic process-
es as well as of econcmic and development ohjectives. Its par-
scous is on u BPOL£inities "anong
110 8 PR Y ind econonfcally’?’s”mﬁﬁs-
TNTH During 1985 the USAID is sending approxi-
n.ataly 400 participants for short-term training programs and
25-30 long-term participants will begin training in education,
agriculture, privatae sector preowotion, and health and popula-
tion. PFor the remaining 4 years of this project, USAID will
seek to increase the proporticon of long to short—-term scholar-
ship recipients as well as the proportion of undergraduate re-
cipients overall. At present, the S5~year estimated allocations
for Guatemala total $27.5 million. The FY 1985 allocation was
$4.4 million.

D.  Population

e -pt ) - nd
today's popu-

at<a Yever exceed{Bd" PPyear. At that rate,

[

g T S &,

Despite its awareneas of the magnitude of the popula-
tion problea, the Govc:nucnt of Guatemala has not yet come to
rips with it 'f“’i’cricy for - fami.
Sts. However, t

USAID has supported :

§Vera yurs.' This »sedwtance has taken the form of technical
asFirseence and~connod Ty Wupport with the intent to spread
knowledge on family planning methods and _jimprove services

throughout the country, with increasing special attention to'?

the indigeRdus. -population within "the Western Highlands where

- it} p.
lation of 8 million will ‘reach 13.5_pillion in the year 2000
and nearly 19 million in 2010. 'I'he scraimmh

q
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birth rates are high and user rates sie low. . vEte sece
stor- is—w=prIiGicipal implementor of the family planning prograa
with the Government o©f Guatemala providing the balance of as-
sistance and an environment within which the private sector can
function.

.«""I“"""—‘

USAID has over the past two years carried out s vigo-
rous ﬁblie 4dnformation mpaign thzough the private voluntary
family planning organization This campaign used the
RAPID Eresentation effectively combined with iaformstion pro-
grams targetted at government and private sector leaders, and,
in particular, leaders of women s®actiofi™groups#. The concrete

result of this sffort is“Article 48 uf Guatemale*e-mewConrti- "°
tution. recogniking family planning.

Over the Action Plan time frase

with the Govcrmnt af Guatemala toward

\ e ; USAID will support ef-

: ‘ S DUReGrOuUs contacts in Gnatcnalaa soclie-

ty to articuuto this position. es-
joational - populat <" The commis-
sfon™~will act an“'a “Guatemalan coordinating sechanisa for all
national institutions in the field of population as well as for
foreign donors. The coamission should contain the expertise
necessary to study, analyze and asdvise appropriate public and
private sector entities on the impact of policy on population. .
USAID intends to recoamend that this national population commi-

ssion become an integral part of the Seszmamarinteger- Botmeic .
Flanning, provided that the latter retains its influence on the
national planning process,..As leverage for this policy dia-

logue USAID intends t6 apply the vonsiderabls DA Tunai o=
posed _for EX.J9B6 and ‘FY 1987 inm -Mﬂﬁiy

Planning programs.
B. Private Enterpriss 1

Guiteaila¥s vigoroud prizaca-senlie. i4.ideslly suited

to help achieve the priority's <

payments equilibrium with higher. ;lmll oti”il- rum.'.:;:-
al to this and to restoring econcmic stab{lity and growth is a

Mﬂ.‘tim by private sector leaders of the need for
' and acceptance by thea of "% SHIL WHITE ~of The
“hecessary tax burden. -

Over the past two years, the USAID has undertaken a
targetted policy dislogve witl e " Slemants oG-I~
vate sector. The purpose of the discussions was to lead that

sector toward grsater “iuvolveasmt —in development-oriented ac-
tivities -on the one hand, while exploring its needs to accoa—

plish greater productivity and expand exports on the other.

SAID intends to work
oot o KN T

|
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The_dialogue with the ptivate sector remained largel
theoret{éal through most of FY 1984 due to a lack of funding.
Nevertheless, USAID was able to initiate two projects in Mazch ...
1985 and was able to apply a combination of ESF and DA fund-
ing. This established a basis for further discussions and ne-
gotiations.

.-- JDirectly related to the problems of channelling sorely
needed foreign~ exchangé  directly to the private sector,! in-
creasing employment and rural  income, -and simultaneously fur-
thering tha export of non~traditional agricultural praoduce is
a $12.5 million Agribusiness Dwv¥Iopment project (520-0276)-
absorbing, incidentally, all ESF funds available to Guatemala
in FY 1985. The projegt is expected to expand exiaLingmagri-
business enterprises, establish new ones, create ZOOQ-jobs"’m-
rectly related to those enterprises, and steer the small pro-
ducers of the Western Highlands toward growing more profjtabale
produce. ; An important component of this project is the crea-
tion of an effigienc ssrket- information system. While no deci-
sions have yet been made., USAID is exploring thn poanbxlitles
of utilizing a significant portion of FY 1906 i -G

cy generations for similar, type— acrivicls — :
designed to be matched against potential U.S. investo:s in this

sactor much along the lines of the Cwlc_

A secogd project, Privite Sector ﬁovelopnent Activi-
tias- (520—03}]1?n1tiatcd in FY 1985 in the amount of $1.5 mil-
Tion draws on_ _the . of “éstablished private secsor
chambers~ for the benefit of' "small and medium-size entrepre-
neurs, helping them to _iugtgygwp:@ction develop new prod-
ueteys heir mag Y:  aystems and’ aTso take advantage of
CBI-related oppofﬁni:ies.
T—

Building on the above FY 1985 starts and the resultant
private sector contacts, USAID will continie—to- explore with
private ssctor leaders specific issues, such as (a) thek,cgn!-
straints both poi] _and _jinfrastructural, to increases i{n in-
dustrial production, port and diversification; (b) the parei-’
cula¥ const, féaint‘s“ and‘ groblenugd by small-medium firms and
the potantisy P Phase firms to produce for export markets, and
(el the incentives necessary to promote increasad d8iestic and
forelgmrminveitnentwin. -Guatemalan industry and aqribusinus.
The above discussions will be carried out within the framework
of a Mission-sponsored private sector assessment. This assess-
ment will serve as the design base for a $10 ni’llion Private .
Sector Project in tate FY - 1986 0r early PY 1987, spé‘”ﬂically
focused on small and medium-sized enterprises {520-0341).




r. Other FY 1986-87 New Activities

In addition to the activities listed previocusly in
this section and discussed in the context of the policy dia-
logue, USAID/Guatemala intends to fund in FY 1986 and PFY 1987
the following additional new activities for which policy con-
cerns are either ainimal in terms of the dialogue or overlap
with those already discussed. Details and ratiopale for these
new activities are provided in Section Three ¢©f the PROGRAM
CONTENT portion of this ACTION PLAN. The Dbalance cf funds ,
aveilable in FY 1986 and FY 1987 are forvewlvillihve PVO and PD:S

activities.

) -~ A $5 =million land Settlement Support project ®
. (520-0387) in FY 1987. This is linked in large part to the
issues already discussed in the Cannozciu Land Markets project @

\(520=0278).

we $3 million in FY 1986 and $4 million in PFY 1987
for an Oral Rehydntion Therapy octivitr (520:9.342* oo-p @Oht@

ing the 'hnmnm D PIONCLEO De ob ig‘r.-‘-i.

— $5_million in FY 1987 for the Highland 1ndi
mrojm (520~0304). This is essentially a major _agp-
"demit—and“"technical skills training program for t Highland
Indiens - ot ITIEI TNty Feducational facilities. Small
amounts $700,000 for an Adult Literacy Skille project (520-
+9911) and $3OO 000 for a Rural Scholarship project (520-0312
alsc are targetted toward improved adult training or higher
education opportunities for disadvantaged Guatemalans.

—  $1,050,000 for a pilot~ project gﬂ;sq- ‘o @
channel resources directly to departsental ccono-ic avel
coordinating committees for :nrul,dcvclop-gnt activities.
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ACTION PLAR  PROGRAN SURRARY

OPERATIONAL OBJECTIVE

AARAGERENT STEPS

1ERCMBARTS

Balaace of Payaents.

Nigher export earnings.

Ronoval of palicies mhich arti-
ticially chespen and promote

isports.

Balster desocracy iniliatives.

E5F segetiations 1o inclade cos~ Wmificatioy of sachange rete ¢

ditimality ss pudlic sacter

revesses/spending, sachange
rales and interes!l rites.

Badertale srport presotion
activities,

NGATY persamasl Lo actively
Joerticiste ia Corihheamn Basia
Iaittative Tosailles,

'}“.“ h

Policy éialeque contered
pristipally ou seednd {iscal
telores and coordinited with
other demors in smpport o
balasce of payammis.

Contract for ja-doplh scomseit
malyses.

Nanags CAPS proqras aad Gasim
aclivilios foe FY B4-%0.

drrange conlracior assistasce.

establishanntl asechinise for Fu-
ture rale ajusionats 0y &Y §7.
Ia 1955 a0 resl teduciion 10
isvesiassl huspetl ever 1903,
sith iacreste e reri] davelnp-
omt.

Inlfoemation sysioas for exrperts
e sarkets speratisnal by ea¢
of FY 190,

Incroase iz the relative pro-
protisn of sea-tragilions: -
poris Tron 381 Lo 331 of

Lotal experis »y e eat of
FY 1982,

By 1907 a0 incraase of S50
aillion in nea-tragitionsl e:-
port Lover 184 lewei of $3£
aillion) will de achievet.

AMaption of fisca] packige te-
creasing rovense s6d sysine elas-
ticity is 2Y 1902,

By 1984 a0 deiicit e fore1gr
nchange Lransactions 10 the
oflicial rate aarket.

1s OY 87 pasitive teal aterest
rale for doneslic savirgs.

Ia FY 1906 conpietls stedy i
rovenne oplions 288 of pudic
isvestaest tagget.

30 leag-iers participaats per
yeat.

40 shart-ters participanis per
LT

by 1901, M participaats per
yeor will b is loag-tere
Lrainang,
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RARASEMENT STEPS

BENCHRARKS

Private Seclor Involvesent
in Developeent to increase
eaploysent and [acose,

iacressed Rural [ncoses Md
Froductivity,

Link saall proidcnfs te pri-
vitely=ouned procesting ind
asrkeling operaticas.

Channel developaeni resogrces
through private banting systes,

Jolster private production,
sarteting and Lrade orqaniza-
tieas.

Encouraqesent of smil-
sediun business ulilizing
rural production,

Design privale saeli/andive
miarprises projecl,” -

EraTTTEP eeed Extaspeises__
Dutkinpoent. Praject in FY 1984,

Wonilor ssall Tarear linkages to
grocessing and sarketing opera-
tions,

besi gm-mpn N en-

ing projeek iacluding review of
BANDESA credil operalions,

Incraase financierss’' relfance
o equipsent iiens (s opposed to
sorigage collateral from preseat
7T 1o I3 of their lending port-
felio by exd of FY {907,

Privale sector successiul in
lideralizing presenst 605 air
freight golicy.

10 new sedium-tized agri-
business enlerprises established
or expanded by end of FY 1987,

50 sazll business issisted
wilh credit and technical
assistance by end of FY {987,

By 1987, 6,000 saall Tareers
benefitting froa Cantral Bank
trast facilities and 7,000 (roa
FAXDESA credit to cooperatives,

5,000 saall faroar veqatable pro<
ducers served by new and/or a1~
panded (reezing operations by

FY 1987,

25 cocperatives and one Coupers-
Live federation recapitalized
by end of FY 987,



OPERATIGNAL OBJELTIVE

RAGGENENT STEPS

Biversification to mom-tradi~
Lional experts.

laprove actess Lo jand mastily
aad gualily by saall and medime
farsers.

Increase sateral resserce sam-
apeaant activities.

Cosrdinste wilh olher dmmer -
Livities supparting diversifice-
tioa.

Review of cosaummity eligidility
for rural electrification.

Boaitor pilst PVD Comsercial
Land Markets aclivilies.

diiign Cossercizl Lond Narkels
aad Land Settisnsat Smppert

Prajotts.

Caordinate reral redd comstirec-

Lioa sad saintesance activities

uilh other aataral resewrce s
spement activities.

by I 12 resl increase v
1985 level ia iavestaest busget
in suppert o reral mira-
structors.

10,300 bectares terraced by ood
of FY 1987 03,150 ectares for
al] fareer veqeladle progac-
timi,

4,000 hectares irrigatod by ond
of FY 1987 03,200 hectares (o
saall farser vegetable proomc-
tim).

&8 fare diwmsification astels
tevelaped i ispleneated in 127
tiwesilicstion districts by om
of FY 1900,

7,930 ssal] farsars iscrease
their incese by 1301 ad a0 M-
éitimmal 8,350 saall farsers 10~
crease preduction by 1061

By 19 incremse aczess ts
slectricily by 50 conmmmilies
uwith diversificalion potential.

5,000 hectares of laad purchased

by oad of FY I19) i 1,500

fanilies setlled o purchases
land,

7,000 faraers uill bave received
credit for amm-lraditional pro-
Sctio by the wd of FY IW]
(tata) credit dishursed $17
sillim.}

By the and of FY 1997, %0 In.
of access roads will be wnger
the operalicaal saistemance
prograa.

By the ond of FY 1907, 900 Ine.
ol larg-to-sarkl roais will o
constracted.
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NANAGERENT STEPS

DENCHMARKS

Espand available alteraatives
for low-incose housing.

Saiversal prisary education to
fourth grade level.

{8} Iacrease Primary School En-
roilaent Rate. )

{0} Provide sachasise for iilit-
erate adulls te achieve fourth
grade educational equivalency.

Encourage PVs to provide low
cost housing slternatives in
rural aod aarginal areis.

Monitor CHF country aclivities
of fering housing intervenlions,

$iga. project agressent for sup-
port af:H§ Loaw and provide ~
requisile tachnich! assistance.

Policy dialogue Lo entourege
greater 606 cosaitsent lo pri-
sary education,

Expand bilingual education ac-
tivilies to 400 schools.

Po}icy dialogue with MOE {o ie-
trease nusber of positions for
bilingual prosoters ind Leachers
in rural areas.

Sugport MOE decentralizalion
theough initiation of Priairy
Education sanageseni sctivities.

Consiruction coatract for reral
sadio staticn advertised and
mitded,:

Pregare couperative agreesent
with private instilution for
adult literacy training.

Besign peoject Lo establish
¥ighlands Indigenous Institule
to arerare advantiqed leiders,

By 1987 PV0s sugervisiag the
constriction of low-cost housing
at an annval rate of at least
200 per yeur.

By 1987 coastruction of al least
2,500 hoyses has been initiated.

By 1987, 90T of the prisary
schaoi age cohort enrolled.

151 highwr prosclicn/retention
rates over 1994 levels by end o’
Y 1997,

By 1987 251 of all new prisary
school positions filled by
hilingual iadian personnel,

By 1967 I reqional offices will
be created.

Raral radio station in Baja Ve
rapaz operaling daily inforsaticn
broadcasts in FY 1987,

In FY 1967, 2000 rural and
sarginal adelts trained in
litaracy skills.

Institute established in 1984.
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Raducod serdidity sncng produc-
tive rural laber farce.

(&) Provisios of maviromasstal
sanitation practices is reral
aress.

M Natiosa] prograss of immsmi-
tation and oral rehydration
carried ml o 2 reqularly
stheduled dasis.

(C) Seppert aalionsl setrition
pelicy.

Jpleassi phasd plma Ir &-
pansion of eaviremsestial
sanitation aclivities to theew
additional depsramts.

Pracore 1 aajor shipamts of
saterials in 1986 valead at
$2.7 aillion.

Meaiter PV Envirecomatal Saei-
tatiss Prajects.

lapisseat channeling attivities
wder the Cbild/Sarvival lammi-
zatien prajeci.

Procuresial of support webicles
ad cold chais sgmipeesl.

Desige oral rabpdration theragy
peoject and Initiate activilies.

Meniter cost of public dealld
provaative services.

Salutio o Yi{lYIM
wuxtivities.

Coverage of potable saler s
saaitaiion service increased by
N1 for papulations of 10-2008
ishabitaals in the target dopart-
ssats by Lhe oné of FY 1900,

(4} oen sysions Lo be Meill.}

by 1908 PVR's will bave e
platad &8 projecis.

I 7 M will comstrmct 38
projxis.

M of rera; chiltrem 4 yours
and wnder receive casplete doses
for five iscase-prevestsble
dissases.

Iasmization services peovided
& 2 regular Msis 3l Conmmmity
lowel theanch all established
MOR facililies by 1999.

falismal eral rebydration plaa
established.

Mebydration services established
is health posis, basltd cesters
ad bospitals is at Jeast live
dapariaents by 1999,

T2 decraane is despital/Seater
adeissions due to diarrheal]
reloted cméitines by 1991

By 1987, WA uill review of-
factive wse of growth amniter-
ing Lochniques.



STRATESY

- 34 -

OPERATIONAL OBJECTIVE

MAMAGENENT STEPS

PENCHRARKS

Reduction of the rate of
Population Growth.

(A) Increass aad laprove ihe
delivery of inforsation and
secvices by Lde twe agjor sup-
pliers of Tasily plasning, NOM
aad APROFAM,

{1] Expand MON delivery of
contraceptives to its Centers,
Mnalth posts aad Clinics fros
301 now covered to 1001 of the
aational tereitory and Lraining
of BOH field persoanel in
faaily pianning.

2) Iatroduction asd addition io
‘s range of services oflered
te include VSC, implants, ID‘s
ad expansion of APROFAN's Vo)~
wtlary Surgical Coatraceplion
progras.

{31 Effective IEC progras sup-
ported by KOH and APROFRN,

4] Increase and espand APROFAN
Cossunity-Based Distribytion
Progria

@ Increasing the ousber of
suppliers of fasily plaaning
sarvices aad inforsation.

{1} lstroduction of sales of
contraceptives o the Buatsnalan
sarkel through the Contraceplive
Secial Markeling Progrisse
{IPROFAS,

lse - activilies, Lhiroagh™

L) '

Internediate seasuresent of
progress Loward the goals
will be done using Lhe
Couple/yrar of Protection
forsula.

Replacesent or addition to MOR's
current [leet of & vahicles to
a total of 10 vehicles.

fonitor MOH Taaily plamning
dalivery systes,

' ’ .. -
,r“ ! . .

{unds Lo deteraine changes/id-
justaenils needed in the progris,

o

Contract TA for [EL.

Neqotiate isemtwent. Lo, presant
aqmugl tp increase funding
support,

Conlinue Lo seek out new op-~
portunilies and orqunizations
interesind in getling into Fae
{1y Planning. Encoyrage 'inter-~
sediatires” to degin projects
with sych orqanizatioas,

- -
Project sgreesent asemdnent to
sdd addttionsl hulgetef funds Lo
the profect, Momitoring of
project, especially on

sales voluse,

By the year 1990 increase Contra-
ceptive Prevalency iaong wasn

of reproductive age fros the pre=
sant ({9831 25T to 437 and to
451 by the vear 2000, CLontra-
ceptive Prevalence Surveys

( toc seasure in detsil) in the
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VSC clinics will be established
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Doctors' orqanizations, Labor
unions, faclories, eic.

By the end of FY 1997 IPROFA
will be sarvicing agproxisstely
1,306 outlets selling contra-
ceptives, inlroduce "isplants’
technology dy #nd of FY 1997,



OPERATIONAL GRJECTIVE

@) Expansion of Lhe Seslonsln
Mssacistiom of Sex Education’s
(AGES) especially in the Indism
Righlands capacity ts pravide
isforsation te youny pespls.

(€} Cestiswed G0 acteptaace of
Faaily Plamaing.

(1) Contisme sse of PIPON and
APID te sdtain faveradie inple-
sentation reguiations for et .8
of the Consgtilutisa.

@ Establishennt by U of
a populatiom palicy.

facanrage preject propasal with
ABES. Ragister AGES as 2 ame-
B PO, Grresge Jor Th Lo Lhe

project.

Merange for TR Lo assist the
process.

Eacourage contionsd wse of Lhe
spision in{iesacing Loels.

Continme palicy dialogues wild
the 505 ané encowrape astablish~
soat of 2 Matisma! Comnci] for

Populstion Plasmisg and Pelicy.

MBS will have reached at least
5,000 young pusple 114-19)
saialy is tie highland areas ¥y
the and of FY 1997 through
foreal aad isforsal sz edutalin
par distribction aad sale of
harrier aetlads Lo adelescenis.

M ]sasi 2 consultations arronged
during FY M7,

Faverable asmemated policy.

Taree laag-iera pariicipasts is
tasagraphy, ppulition ecomceics
md satiena! pepulation pelicy/
plasaing trained by Lhe eod of
Y 1.



Section Two - Implementation Plan

A. Summary

USAID's top ESP priority is balance of payments support. .at
levels sufficiently high to encourage fiscal and policy.reforms
required to arrest the curren éarasrm “s¥aptore moderate
ecanoRLG . gEQULD. DY the. end o?.“?‘! 1987, To achieve higher eco-
nomic growth rates—and-growth with equity conditions, USAID/-
Guatemala's implementation plan for the ACTION PLAN period cen-
ters in large part on DA financing new or expanded, small and
zedium size export and employment oriented private sector ven-
tures and on the private sector in general, assuming a more
dynamic role in the economic development process. USAID also
plans to finance selective social sector interventions critical
to achieving and maintaining growth with equity.

As stated earlier, past ESF, at tokan levels and project-
ized, c¢ould neither serve to alleviate balance of payments
problems nor to underwrite meaningful dialogue on marcoeconom-
ic measures required to establish a path of growth over the
medive terp. The present political climate and economic c¢izr-
cumstances are such that USAID/Guatemala belisves the proposed
levels of balance of payments support, particularly in PY 1987,
can act as the catalyst £or the adoption of necessary reforns
while providing the socon-to-be elected government immediately
nesded resources,

On the Development Assistance (DA) side, the first priority
* is to fully fund the Commercfiarf=Lail MarNetsiBewdect (520-.
JQA278). The commercial marketing of arable farmland is intended
™ to increase the productivity of the rural work force through
increased access to the land base and the credit capacity mnore
definitive ownership inmplies, W&Wongthenmg
Projece-=$520-0286), and the Landn.Settlement™ Support - project
(520-0287) will provide improved technologies, addit¥onal ac-
cess tO credit and other means to assist new land owners and
active farmers to increase thair farm outputs, In the same
vein, the Private Small and Medium Enterprises Project (520-
034}y w%ill expand private sector activities figured to increase
employment opportunities and productivity ocutside the agricul-
ture sector, Further details of these and all other new proj-
ect proposed are outlined in the new project narratives which
follow this summary, the project design schedule and the pipe-
line analysis.

In the social sectors efforts to reduce population growth

will be continued and expanded through the axisting Faamily
@lening program -¢(520-0288). Toward improving the share of
Highland Indians in Guatemala's economic life and growth, the
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Bighlands Indigencus Institute Project (SZ050%BX) will initiate
a system whereby indigenous pecoples will have the gpportunity

to acquire academic and techanjical skills required to partici-,

pate. In the health area, the Ural Rehydration Project

. 0342), a major effort to respond to Guatemala's single highest
cause of infant and child deaths, will be fully funded in FY
1987. Similar opportunities will be provided through two addi-
tional projects aimed again at diudvaaugod Guatasalans, i.e.,
the Adult Literacy Skills preject ~ (52,9—0311) and~ tHé Rural
Scholarships proj-ee-(-szo-onzr*

Annual funding for the Special Developsent Activities Proj-
ect will continuve to encourage local residents to undertake
necessary comsunity development activities at their own initia-
tive. A new pilet activity to provide departmental developasent
and cocrdinating committees with resources to support 1local
productive econoric developmsent activities will bDe tested under

tho Local IMW-D:L‘U. he -Sécond-
ry TITT®»-uwn& Rural Bousing Project ﬁtm will supplement

a 310 million BG scheduled for negotiation in Jlate PY 1985 and
is intended to help move the focus of responsibility for con-
struction of low-cost housing to the private sector with the
Government role moving more to the provision of sites and serv-
ices activities. To support activities to be carried ocut in
each functional account, PD&S funds will be used for project
design, institutional analyses and evaluations designed to ad-
vance the policy dialogue.

b &
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DA Design Schedule
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C. Pipeline Analysis

Eleven projects with combined loan and grant furding of
approximately $73 million comprised 88% of USAID's pipaline as
of 3/31/85. The current and planned portfolio entries are ful-
ly consistent with and supportive of both the larger regional
security and democracy advancement goals and the more specific
economic and social reforam agenda concerns outlined by the
NBCCA. USAID's management ©of these projects constitutes the
bulk of the Mission's iaplesentation effort during FY 1985-87.
For purposes of analysis, these 1l projects can be grouped into
the following three categories: $22.0 million for rural eco-
nomic support infrastructure (rural roads, potable water sys-
tems and electrification); $15.5 aillion for saall-medium busi-
ness (credit and technical assistance for agribusinesses and
rural enterprises); and $35.6 million for various production
and social services projects (small farmer agricultural devel-
opment, family planning, prisary and non-formal education)
which promote production or underwrite development of the human
resources critical to economic growth, USAID's rural infra-
structure projects have had relatively fewer impleasntation
problems during the past two fiscal years, partly due to the
more quantifiable, “bricks-and-mortar” nature of such proj-
ects. An intrease in the pace of the Eational Electrification
Institute’'s (INDE) implementation of the Rural Electrification
Project induced the Mission to add $2.0 million more in project
loan funding in September 1983. As of 3/31/85 USAID had dis~
bursed $7.7 million £for rural roads construction under the
Small PFarmer Development Project (520-0233). Owing to this
success, USAID signed in esarly FY 1985 a follow-on $10 =million
Fara~to-Market Roads Project (520-0332)i in Mazrch 1985. Final-
ly, although the Ministry of Eealth bhad been slow through FY
1984 in constructing potable water systems owing to late pro-
curesent of materials, a reorganization and revitalisatioa of
the MCH's field engineering unit and a subsequent surge in per-
tomnce DI ORP ed USAID to add SS 0 ajllion to the Community

TG T : g for potable water sys-,

tm.

The small-medium business portion of the pipeline should
&ls0 move faster in the ACTION PLAN period. USAID remains con-
cerned that the remaining $3.5 million in credit funds under
the Rural Enterprisess P:ojcct {520-0245) has Dbeen disbursing
too -lowly owing to CORFINA's inefficiency and to the private
banks' hesitation to process relatively small 1loans (under
$100,000) with the Central Bank for the Dbenefit of borrowers
who are outside their traditional haeavily collateralized client
group. Nonetheless, USAID anticipates that Guatemala's in-
creasing need for foreign exchange coabined with the Central
Bank's added experience in administering discount credit lines

&
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will, combined with close attention to implementation by USAID,
produce a more satisfactory implementation pace under both the
Rural Enterprises Davelopment Project and the new Agribusiness’
Profedt—(520-0276)>

The preponderange. 9Qf new projects in the F{ 1986-87 ACTION
PLAN period wiIl be private sector. . .zelated.™ These projects
include strengthenifig” of small farmer cooperatives, and a com-
mercial land markets project in cooperation with the-—local
banking systed. The heavy involvement of private sector insti-
tutions as both implemanting agencies and beneficiaries of
these projects will help expedite their implementation during
the Action Plan period.

Apart from the davelopment characteristics of USAID's pres-
ent and projected portfelico, the Mission has a number of other
policies and procedures which help speed implementation. USAID
views technical ascistance as a critical aid in helping Govern-~
ment of Guatemala institutions cope with the pressing demands
of carrying out project activities, meeting AID regulations,
and maintaining constant reporting on project progress to AID
and the Government of Guatemala. For example, USAID currently
maintains a four-man, long-term USDA technical assistance. team
in Quezaltenango to implement the StfalY™Parmer Diversifica¥ion
Project (0255). * USAID also pericdically employs Guatemalan
professionals on a contract basis to expedite project implemen—
tation especially with regard to the Goverment of Guatemala's
complex budgeting and personnel procedures. Finally, the Mis-
sion Director holds scheduled gquarterly reviaw meetings with
USAID staff to review the performance of the entire portfolio
and pinpoint implementation problems and solutions. A major
detailed status report results from each of these quarterly
sessions.
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USAID GUATEHALA PIPELIRE DATA
(as of 3=-31-B5)

Froject Date Uhld= A8 of 0)/31/U5
Na. Titloe Bigned PAD getad L= Pipe
Amount _pémdad __1line
0233A(L) Small Farmer Dav. 06/13/84 D3/AV/RS.° 3,000 2,934 G&
0238(L) Emall Parmor Market, 05/18/70 O%/38788 ),400 3,366 2,035
0245(G) Rural Enterprises Dev. 09/10/79 09/10/65° 850 599 251
0245(L) Rural Enterprises Dev. 07/13/79 02/1Q/85, 6,000 1,707 4,29}
0348(L) Rural Electrif. II 05/21/79 12/31/85 10,600 6,462 4,138
0251(G) Com. Based lealth 09/30/00 127317880 1,274 530 744
0251(L) Com. Based lealth 07/19/80 ‘12/31/88 8,500 2,309 7,19}
0255(G) Small Farmer Diver. 08/28/81 03/31/87 1,696 729 2,967
0255(L) Small Farmer Diver. 08/24/81 03/711/87 5,500 1,545 3,955
0258(G) Bilingual RBducation 08/30/79 06/30/05_ 1,871 1,024 47
0259(G) Education Ada. 09/29/80 ©3/311/05 080 863 1?7
0263(G) Integrated Fam. Pln. 04/07/80 01/31/05° 2,366 2,292 74
0274(G) highl. Agric. Dev. 09/30/83 09/30/u8 1,800 43 457
0274(L) Highl. Agric. Dev. 09/30/83 %9/30/88 10,500 293 7,207

0276(G) Agribusiness Dev. .
e a) Bank of Guatemala 03/21/85 03/2L/00 645 - 645
’E b) Guild 03/06/85 03/21/90% 805 - 905
0281(G) Non-Formal Educ. 0b/31/82 08/31/87 [ 1] 1% €52
9281(L) MNon-Formal Educ. oe/3l/82 08/31/87 1,000 17 2,683
0282(G) Primary Eé. Improv, 12727704 11/15/90 3,300 - 3,300
-8282(L) Primary Ed. lmprov, 12/27/84 11/15/9Q0 8,700 - 8,700
‘028B(G) Expan. of Fam. Plin, 08/31/83 12/31/87* 5,683 1,987 3,6%
‘02900PG PFam. Fish Ponds . 0%/30/81 /BE*® M) 192 151
02900PG Pot.Water & Sanita, 01/30/84 500 209 291
0299%0PC 7Trng for Rural Prom. 08/31/82 420 356 64
031308G Cardamos Cultivation 01/30/84 290 114 176
$3200PC Disp. Peswcus Assiat., 07/20/84 566 407 159
03300XG Pilot Land Markats 08/037/84 00/07/B7% 1,000 168 812
0332(G) Fara-to-Markat Roads 03/20/85 12/31/89 1,000 - 1,000
0333(L) PFarmeto-Markst Moada 03/30/88% 12/31/89 %,000 - 9,000
03350PG Pot.Watsr & Eanita,ll 03/08/058 12/73l/07* 1,000 - 1,000
JCOPG CARRE Watsy Praject 03/27/8% 06/30/88° 1,000 - 1,000
20PG Privats Baotor Davae), DJI/32/85 03/27/D8¢ 1,500 - 1,500
¢ Bpecific Bupport Grants with termination datos ia liau of PACDs.

Sub-Total (Lans) 98,708 36,932 61,760

Sub-Total (Grants) 33,913 9,065 14,850

Sub-Total (OFGs) 7,524 1,446 6,078

Total 310,139 27,455 02,684

Bcon. Support Pund 16,000 10,000 -—

118 0309
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PROGRAM TITLE Econoaic Stabilization
PROGRAM No. s To be Assigned by AID/W
PROGRAM FUNDING: FY 1986: $ 25,000,000 (ESP)

Grant : ($ 3,000,000) (ESP)
Loan :t (8 22,000,000) (BSP)

FY 1987: 4 75,000,000 (ESPF)
Grant 3 ($ 3,000,000) (EsSPr)
Loan : (& 72,000,000) (ESP)

Prigran Purpose: The proposed project will provide  imsediate
ance of payments support' to Guatemala, in order to relieve
the severe shortage of foreign exchange and to support USAID
policy dialogue with the Government of Guatemala. The dialogue
will be Qdirscted toward the implementation of discrets policy
reforas in the areas of public financae, exchange rate policy
and the mobilization of domestic savings.

Program Rationale: The Fﬁ of the Guatamalan ecopomy is
constrained by the lack of forelgn exchinge to isport--fusls &nd
other inputs to production. The structural problems in

economy extend even further to include the inabdbility to finance

even a very low level of-public spending, underinvestaent 3in.
pudblic infrastructure,’ insufficient incentives for domesltic

savings and a general lack of pudblic commitment to econoaic
development,. especially to benefit the =sore disadvantaged

groups in Guatesalan society. Without the d4ifficult polic{
reforas necessary to counter these prodleas, Guatesals wil

nost likely follow a path of ‘low or negative growth for the
rest of the decade. ’

Por 1985, the current account deficit is projected at $243
million. Expected net capital inflows to the pudblic and pri-
vate sectors will leave the unfinanced deficit at about §162
million. Since prospects for an IMF ag:iewment in the near ters
appsars remote at present, without ESF resocurces it is likely
that imports would have to be drastically curtailed, reducing
:utput and per capital incomses from their already depressed
evels.

. The ESE cash transfer will provide USAID with s wehicle to
raise the level of current policy dialogue to discussion of the
most urgently needed, but most politically adifficult, policy
reforms. Availability of quickly disbursing foreign exchange
assistance will ease the introduction of vitally needed, long-
overdve policy initiatives by the newly eslected government.
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Program Description: The proposed project would provide for a
Cash Transfer to the Government of Guatemala of $25,000,000 in
FY 1986 and $75,000,000 in FY 1987, The dollar funds would be
deposited in a U.S. correspondent bank for the Guatemalan Gov-
ernment’ each year. The FY 1986 ESF will be disbursed in one
tranche, hopefully early in the year, while FY 1987 monies may
be tranched depending on the policy dialogue process., The lo-
cal currency will be deposited into a special account, and will
be jointly programmed for activities consistent with the on-
going program and strategy. Anticipated local currency uses
include necessary counterpart to USAID's DA portfolio projects,
establishment of an operating expense trust fund, and estab-
lishment of a joint venture support fund. If the latter proves
not feasible, funds could be dedicated to selective public sec-
tor investment budget line items.

The policy dialogue will focus on specific areas of public
sector revenues, the public investment budget, the exchange
rate regime, measures to promote exports and interest rate con-
trols. The-more specific components of the dialogue will Dbe
developed during preparation of the PAAD. . e

Ralationship to Mission Strat : The ESF policy dialogue will
focus lpocI%icaily on increassd Government of Guatemala support
for-rural development and to suppd¥®™ind complement USAID proj-
ect investments in rural areas.  The ESF will directly relieve
balance of payments problems in the short-run by increasing
foreign exchange availability to the productive sector. In the
medium to longer term, the pacroeconomic policy reforms upon
which the ESF resources will be conditioned will reduce the
structural current account deficit by creating greater incen-
tives for exporters, by decreasing import demand through making
domestic saving more profitable and by reducing the fiscal def-
icit.

Both provision of urgently required foreign exchange and
negotiation of the policy agenda described above support the
NBCCA recommendations and general AID policy to condition as-
sistance on host government policy reforms, and to support the
private sector, particularly through adjustments favorable to
increased investment and exports.

Target Group: In ‘the first instance, the program should sup-~-
port the democracy process. Benefits from the policy reforns
described above will be spread throughout the aconony. The
rural poor will benefit from an increased Government cof Guate-
mala commitment to public investment supporting development.
The private sector will be supported through greater availabil-
ity of foreign exchange, a more rational foreign exchange allo-
cation system, greater availability of domestic resources £for
investment and greater export incentives.

e



uest for Waiver of Requirement for ESF Concepts Pa t US-
it to sove diractly frow the Actice Ples Toec prepe-
ration of a PAAD for the FY 1986 ESF. If this request is ap-
proved, USAID plans to complete the ' 307 198Y . (%E
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PROJECT TITLE Commercial Land Markets

-8

PROJECT No. 2 520-0278 |

PROPOSED PFUNDING: FY 1986 Grant: $4,500,000 (FN)

L.0.P : Grant: $12,000,000 (PN)

Project Purpose: The project will devélop a permanent, pri-

vata-sector institutional mechanism which will facilitate the
voluntary sale and purchase of arable lands and provide long-

term credit and technical assistance to land-poQr..and landless

buyers.

Description of the Problem: Within the Highlands one of the
principal constraints to increasing and maintaining agricultur-
al production and .ncomes is the increasingly limited amount of

arable land per inhabitant. The practice of land subdivision
among family members coupled with high rates of population

o A onh

the traditional production technology to support the family.
Concurrently, large amounts of idle or underutilized private
landhaldings exist throughout the country, whose owners would
be interested in selling if a formal mechanism existed to fa-
cilitate the transfer. The land narket presently is small in
scope and excludes campesino families from participating since
there are no long-term financing mechanisms for land purchases

by small farm buyers.. Under the on-going AID Pilot Cegmercial

Land Market project, the Penny Foundation,has initiatad a sys-
tem to facilitate the exchange of land between ssllers and buy-
ers, but this mechanisz needs to be expanded.

Means Of Dealing with the Problem: This project will develop a
land portgage guarantee program which is financially sound in
order to induce existing credit institutions and land-holders
to enter into long-term £inancial agreements through mortgage
bonds with target beneficiaries interested in acquiring or ex-
panding faram land holdings. The institutional trazmework neces-
sary to mobilize and channel large amounts of domestic capital
into long-term (8-12 years) financing of agricultural land pur-
chases by qualified borrowers of modest resources will be es-
tablished. To assure that buyer participants in the land pur-
chase program have the ability to ligquidate their amortgages,
production support and technical assistance will be provided to
assist in increasing productivity and income after the transfer,

Relationship of the Proiject to AID Count Strat : The land-
Based constraint (quantity, quality, present use; 12 -the great-

est drawback to increasing land-~poor and landless incomes and




production, while & land Bmarkets (voluntary redistridution)
mechanisa is one of the principal priority interventions iden-
tified to overcome this constraint. This pro Eﬁ 9’11 draw
upon and expand the AID minq Pilot Commarc Tkets
Project. with the Penny P tion, \as wall as utilize valuable
experience from the AID on-going, JlanQ=based_ terracing., sssil-
E;,la.- irrigatich, and diversification iot¥¥Wintions to asssist
the small buyers in implemsenting viable productive activities.
The project: directly contributes to the USAID strategy of in-
creasing rural -incomses and productivity and ;uppotts the NBCCA
recommendation to provide logg-term cr or _ land_.purehawes
by eastT " Tarners. _ ol

Target Gro Identification: The direct beneficiaries of this
ptojlcct wigg be approxm'tcly 10,000 target_group families who

L__DUT ChAAS b inlives 4 8. Indirectly, the basic infra-
capacity established will provide

_-upport for future land trmuction- of saall farm buyers.

Rﬁggut for DelFation of PID Approval Anthotitg: Bacause oOf
the experizental nature © is proj -— results of
which could serve as a »ddel for similar interventions in other
countries -- it is felt that a revissd PID should be presented

to AID/W.

Partici;gh’f"‘l‘riintn%: In-country training for the 10,000 di-
Tect nericiaries in fara planning and production ttchniguol
will be carried out during the life of the project with $0.5
million.




PROJECT TITLE H ngg.g;tivoaﬁﬁgggg;hcning
PROJECT No. 249-0286. ..

PROPOSED FUNDING: FY 1986 Grant: $3,000,000 (PFN)
Loan : $£8,000,000 {FN)

Grant: §3,000,000 (FN)
Loan : $8,000,000 (FN)

L.O.P

Project Purpose: The project will strengthen existiang coopera-

tives\and their federations ta mabilizeVsavings..capital. in-.

vestoent, and credit directly with their limited-rescurce mem-
bers. : .

Description of the Problea: As AlD-supported activities in
spmall-scale irrigavion, soil conservation and crop diversifica-
tion have led -em the productign of higher-value fruits and veg-
etables, serious problems arise in the availability and timeli-
ness of credit to finance needed production, gathering, storage
and marketing facilities in relatively isolated areas. Tradi-
tionally, rural cooperatives (agricultural, savings and credit,

marketing, supply) and the National Agricultural Development

Bank (BANDESA) have been .very important mechanisms for channel-
ing agricultural investment and production ¢redit to small and
sedium-sized farmers. However, nany previcusly solid Highland
cooperatives and their corresponding cooperative (federations
are now faced with_large loan. and. membership losses due to dis-

ruptigng of economic activities arising from the rural violence-

of the past five years. Thia insecurity has led to loss of
leadership in the cooperative movement as well as reluctance on
behalf of BRANDESA to provide additional funding through the
cooperative mechanism. Also,.the _inordinate delays in BANDESA
credit delivery has discouraged farmers from using these facil-
ities,

Means of Dealing with the Problem: The project will undertake
the following activities: (1) strengthen the existing savings
programs of cooperatives and/or their tederations; (2) aevelop
self~capitalization programs by members for their cooperatives;
(3) provide investment capital directly to cooperatives and/or
fsderations to help them write off uncollectable loans and re-
structure their existing debt; (4) undertake in-depth analyses
of selected cooperative federations, its mnember cooperatives,
and non~federated cooperatives in order to design and implement
improved management/accounting systems in these organizations;
(5) develop training programs in cooperative leadership, man-
agement, bookkeeping, and handling and marketing of agricultur-
al produce; and (6) organize and implement applied research to

|
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study rural financial markets. Technical assistance will be
provided to analyze cooOperative weaknesses, carry out the sav-
ings mobilization and capitalization programs, and support the
research and training efforts.

Relationship of the Project to AID Count strat ¢ The high-
est priority interventions for achioving-npxd'w;
incresses in agricultural productivity and rural § $>5¢the
target population include the provision of —tyYNIRPrGvEhant
credit and the strengthening o©of local, private institutional
capacity to sustain thigt"growth. This project will integrate
these two IOEEAVEATIONS by mobilizTHY TUSUUITWECHTOUGN  the
cooperative structure. This project provides complementary
support to.,the on-going AID projects ir tarracing, irrigatiom,
diversification, and agricultural processing, storage and msar-
keting and directly contributes t& the USAID strategy of in-
creasing rural incomes and productivity. NBCCA recommendations
for (1) providing short and medium term credit for working cap—
ital ixprovements and equipments. and,. (2) incrnung anpport
for cooperatives are directly linked te this project.

Target Group ldentification: The direct beneficiaries of this
strengthening activity will be 125 cooperatives, four coopera-
tive t.dcrationc and 25,000 cooperative members. e .

%%.u for Delegation ot PID Approval Aathority: Given past
experience wit e cooperative moveaent and continuing
relationships with the f.edcra:ions. Mission requests delegation

of PID approval authority as the proposed project is fully con-
sistent with tha current portfolio in the sector.

Special Concerns: This is a predominantly private sector in-
ervention, since all the project funding is going to cooperas-
tives and/or their federations.

hrticiant Training: 100 cooperative leaders will be trained

outside Guatemala on a short-term basia, while an additional
1,000 will be given on~the-job and short-course training within

Guatesala. Total to be spent on training will be approximsately
$1.0 aillion.
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PROJECT TITLE ] Land Market Support .

PROJECT No. : 520-0207 .
PROPOSED FUNDING: PY 1987 Grant : $ 2,000,000 (PN)
Loan : $ 3,000,000 (FN)
L.0.P B Grant : & 2,000,000 (FN)
Loan : § 3,000,000 (FN)

Project Purpose: This project is intended to deepen the devel-
opment impact and economic merit of the Commercial Land Markets
praject by providing funding for related essential infrastruct-
ure., A prinecipal focus will be on converting the use of such
land from subsistence or limited local market potential to ex-
port-oriented cash crops. Another focus will be on land titl=-
ing and registraticn requirements in support of the credit via-
bility of small farmer operations. ‘A third focus will be the
identification of other lands suitable and available for new
sattlenents. '

Description of the Problem: Presant estimates of persons with-
out access to productive lands reach 250,000, a potential
source of considerable political instability. Both land-poor

and landless have demonstrated that if given an opportunity to
obtain parcels of land sufficient to feed and produce income

for their family, they would willingly move to other regions
within Guatemala, According to the 1979 Agricultural Census
and limited potential land use data, there are almost 500,000
hectares of first class, second class and multiple use class
land under State ownership available for distribution and set-
tlement throughout the country, as well as 1.2 million hectares
of private, idle lands some of which could be channeled through
the commercial land market mechanism. Following on successful
isplementation of the Commercial Land rXets project, tnese
new ownars will be the principal target group of this new proj-
.ct.

In the past inadequate follow-on support of directed and
spontanecus land settlement efforts has relegated existing or
new small land holders to subsistence production of traditional
crops in areas where considerable potential otherwise aeaxists
for production of greater income-producing, nontraditional
crops. In addition toe lack of basic infrastructure and knowl-
edge of cropping alternatives, these small producers most often
do not have clear title to their land. This results in con-
flicting claima over ownership, insecure tenure, reduced ac-
cessibility to formal credit, and limited productive invest-
nents, This proiject is intended to alleviate both of these

Eroblens.
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Means of Deali with the Problem: Design of this proposed PY
1987 project has not yet begun and is contingent in significant
ways on experiences with existing and proposed other efforts.
Neverthesless, a few thoughts on possible design elements can be
offered here. AlD loan and grant funds can be used to finance
several or all of the following activities: (1) construction of
basic infrastructure necessary to facilitate and/or strengthen
land settlement actions:; (2) isprovement of land registration
and titling procedures and maintenance of an up-to-date land
inventory; and, (3) studies of present and potential land use
and natural resource potential aimed at jdentifying additional
productive land for sale and sattlement activities.

Relationship of the Project to AID Count Strat ¢ This
Project relataes closely to USAID's growth with equity priori-
ties of increased small farmer incozes and employment, and im-
proved land productivity.

Tarqet G:o:._? ldentification: The direct beneficiaries of this
project will be an estimated 8,000 farm families. Other, indi-

rect beneficiaries include suppliers and users of services and
products related to the activities sponsored., and other fara
families who will eventuslly benefit indirectly through the
developaent of a set of more efficient operations which will
support broader programs of land use isproveaents tlkroughout

the country.

Request for Delegation of PID Authority: This FY 1987 project

directly supports the implementation of the 520-0278 Coamercial
Land Markets project to be funded initially in PY 1986. Since
the Coamarcial Land Markets PID will be reviewed in AID/W, US-
AID feels that it should not be necessary to review again the
Land Markets concept in AID/W the following year. Theresfore,
delegation of PID approval authority to USAID is requested.

ggial Concerns: Becauss this project could significantly
alter saa arpe family traditional operations and division of
labor, USAID sees 2 need toO analyze and plan for the impact of
this on women.

Participant Training: At this point training requirements for
18 project are judged to be ainimal. Howsver, this will be

considered again as the design process proceeds.
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PROJECT TITLE
PROJECT No. : 520-0304

PROPOSED FUNDING: FY 1987 Grant : $5,000,000 (EH)
$5,000,000 (EH)

Highlands Indigenous In-tit':{:.f.o”

L.C.P H Grant

Proaect Purpose: The project will develop a new institute of
gher ucaticon, spacifically designed to provide educational
services to respond to the unique needs of the indigencus conm-
munities and cultures of Guatemala.

Dcscrigtion of the Problem: The Government of Guatemala has
recentliy recognlze the mportance of improving educational
services at the primary school laevel for the indigencus popula-
tion. Approximate.y 2.5% of indigenous primary school gradu-
ates go on to secondary school. Of this population less than
1% graduate from secondary school. One reason for the lack of
continuation of study has been the limited opportunity to pur-
sue higher education, particularly among peoples primary en-
gaged in agriculture and living in rural areas. The <formal
acadenic environment has adhered to a rigorous teaching sched-
ule, and higher institutions traditionally located in Guatemala
City have been unwilling to adjust their classroom scheduling
to a perceived small student population.

Proposed Means to Deal with the Problem: The Highlands Indige~
nous Institute's primary function will be to provide special-
ized training to a new generation of yocung Indian leaders so
that they will be equipped to work as advocataeas of effective
indigencus participation in economic development., It will pro-
vide a mix of traditional and non-traditicnal, long and short-
term academic services,

The project will provide funding for faculty training, con-
struction of specialized facilities, operating expenses on a
diminishing basis, scholarships for disadvantaged students, and
technical assistance in program develcopment. It is expected
that a cooperative agreement will be awarded to a Guatemalan
private university in Quetzaltenango and to a collaborating
U.S. university. Quetzaltenango is becoming the dJdevelopment
center of the Highlands and is the most appropriate site for
the Highlands Indigenous Institute.

The institute will establish a network with the thirteen
high schools in Guatemala with predominantly Indian enroll-
ments. The most talented Indian graduates £rom these high
schools will be given merit scholarships to pursue academic
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studies at the university level. Experience has shown that,
given the opportunity, these students are willing to travel to
a regional university in Quetzaltenango for weekend studies to
upgrade their professional skills. It is expected that they
will serve as role models in their local communities as part of
an emerging generation o©of Indian leaders positioned to take
their place in the social, economic and political developmsent
of Guatemala.

Relationship of Project to AID Country Strat?x: Increased
opportunities for higher ucation among Guatemala's indigenous
community are necessary to achieve a Droad-based incr-ease 1in
productivity and income in keeaping with the Mission's gcals.

It should be emphasized that this project was developed Dby
the Central Amserica Education Action Planning Team in response
to the NBCCA recommendation to strengthen Central Aserican uni-
versities in closs partnership with U.5. universities. The
Mission has identified this project as an effective way of re-
sponding to the unique socio-cultural context of Guatemalan and
at the same time tha NBCCA sandate on higher education.

Target Group Identification: Direct beaeficiaries will be ap-
proximstely 2,000 indigenocus leaders trained in long and short
terms courses at the institute over the seven year life of the
project. Indirect beneficiaries will be all people of indige-
nous culture living in Guatemala, whose economic and cultural
interests will be advanced by the new gsneration of leaders
trained at the Institute.

#mst for Delegation of PID Approval Authotit_.v_: The project
s fully consistent wi ackson n reccmmendations toc train
economically and socially disadvantaged students and to
strengthen Cantral American univaersities through techanical as-
sistance, improvement of libraries and laboratories, university
staff development, and the estadblishaent of academic ties with
U.85. universities. USAID/Guatemala affiras that thare are no
policy issues requiring AID/W review and requests delegation of
authority to the USAID Director to approve the project.

8%cial Concerns: Traditionally the nuaber of Indian women who
undertake university studies has been limited due tOo econoamic

and cultural factors. Indian women constitute approxisately
one-third of the enrollment of Indian students at the secondary
level. The project will contact this group of fesale students
and offer .incentives for thes to continuve their education.
Also the project will offer in-service training to thoss female
Indian promoters, educators and technicians who are already
engaged in development-related activities in the Highlands.
Such in-service training will support their respective areas of
specialization.
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Participant Training: Of the total project costs, $500,000
will be used for training 10 Guatemalan university professors
in M.A. programs in the U.S. In addition $2,500,000 will be
used to train approximately 2,000 indigenocus leaders and devel-
opment workers in long-term undergraduate programs and through
short-term technical courses.
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PROJECT TITLE H Adult Literacy Skills

PROJECT No. H 520-0311 .
PROPOSED FUNDING: FY 1986 Grant: $700,000 {EH)

Project Purpose: The purpose is to provide primary school in-
struction and certification te young people and adults who do
not have access to formal primary education.

Description of the Problem: The great majorjity of aduvults in
Cuatemala has received little or no formal schooling. Purther-
sore, a series of ambitious adult literacy caspaigns over the
last twenty vears has failed to provide sven minisal basic edu-
cation skills to any significant proportion of the adult popu-
lation. The two most fundamental acadeaic skills -- basic lit-
eracy and numeracy -- are nonexistent in over half of the adult
population of the country. These two skills, plus knowledge of
basic acadeaic subjects such as science, history, and geography
are critical prerequisites for econoaic and social mobility as
well as for informed participation in demsocratic political
processes. 1ln Guatesala, 75% of the adult population over 30
years of age has not reached this critical fourth grade thresh-
old level of primary education achievement.

Proposed Means to Deal with the Problem: Prisary school equiv-
slency coursework for adults will be provided using a coabina-
tion of radio classes, printed lesson sheets, and weekly seet-
ings of community learning groups. Adult learners will be able
to enter the program at their own particular level of acadeaic
achievement, and will be able to progress through the progras
at their own pace. At the end of the program, they will re~
ceive an official primsary school diploma, an isportant creden-
tial for obtaining Detter employment, access to credit, and
access to other educational opportunities., Experience with
this model in Guatemala and other countries has shown that
dropout and respetition rates are low, that learning gains can
exceed the gains achieved in forsal classroos instruction, and
that a significant part of the prograa's costs can be recovered
by charging students a modest fee. Costs are low because the
expensive components of traditional forsal education - school
buildings ‘and certified salaried teachers — are not required.
Because the program is implesented in the private sector, staff
and funding continuity are saxiaized.

It is anticipated thst the project will generate consider-
able desand for adult primsary education services, and that



greater capacity will be needed to meet this growing demand.
The project will further expand the delivery of adult primary
education services by: (1) training an expanded staff of adult
education professionals and adainistrators; (2) improving pro-
duction and transaission capability to fully cover the entire
country with high-quality educational radio programming; (3)
improving the capability to produce large quantities of printed
educational materials at low cost; and (4) improving the link-
ages between the adult primary education service and other aedu-~
cational opportunities, especially in the vocational education
area. It is planned that the capability of I.G.E.R. will be
expanded.

Relationship of Project to A.I/D. Count Strateqgy: The proi-
ect 18 consistent wit gency policy which advocates completion
of at least four years of primary education, which has a sig-
nificant and permanant impact on agricultural productivity,
health status, fertility, and the nutritional statua of adults.

Target GraﬁF Identification: The target population is the 75%
of the adult population of Guatemala that has not completed
primary school. The project will also Dbenefit children and

Toung people living in communities which do not offer conven-
ent access to a formal primary school.

Request for Delegation of PID Approval Authority: Since this
project wi be carried out by a private voluntary organization
and overall funding is within the present delegation of author-

ity to the field for PVO activities, the USAID foresees no need
to request the subject delegation.

Special Concerns: The project , beginning in 1986, will pro-
vide grant funding to the “Instituto Guatemalteco de Educacién
Radiofénica" (I.G.E.R.), an established private voluntary or-
ganization which is presently providing adult primary school
education by radio in Guatemala on a limited scale. Grant as-
sistance in the amount of $700,000 will provide funding for
this organization to expand its coverage and improve its serv-
ices,




PROJECT TITLE : Rural Scholarship Prograa

PROJECT BNo. : 520-0312
PROPOSED FUNDING: FY 1986 Grant: $300,000 (BER)

L.0.P : Grant: $300,000 (EH)
Project Pur%s.: To develop a cadre of professional leaders
rom Guatemala's socially and economically disadvantaged groups.

Description of the Problem: An examination of almsost any sec-
tor og Guatemalan society (political, eccnomic, professional)
evidences the extremely limited participation of socially and
econoaically disadvantaged groups. This produces the curious
phencmena of a large segmsent of Guateaala's population oaly
marginally represe.ated in the progressive development of those
institutions that daily impact their lives.

The problem is identified in the NBCCA report and is dis-
cussed &t length in the Project Paper for the Central Aserijican

Peace Scholarship (CAPS) Progras.

To date scholarship opportunities for disadvantaged stu-
dents has been minisal. Guatemala universities have lisited
endownents for scholarship and eligible rural participants re-
ceive scholarships that do not cover their basic expenses.
This trend has tended to discourage rural participants froms
pursuing higher education goals which are a requisite for en-
tering the country's econoaic mainstreas.

The USAID views the CAPS Progras &s a ssans to addressing
this problem. However, U.S5. university degrees are not sutoaa-
tically recognized by Guatemalan professional accreditation
organitations. Scholarship recipients who successfully coa-
plete U.S. training must than undertake a thesis under an aca-
demic program at a local university if they are to be awarded a
"licenciatura” and thus receive local professional creden-
tials. Only after receiving his local professional accredita-
tion will the scholarship recipient be allowed to practice his
profession. Presently given scarce resources, the universities
do not have scholarships available for this accreditation proc-

Proposed Mesans to Deal with Problem: The CAPS Project was de-
signed to provide scholarship a training opportunities for
developing a cadre of leaders asmong Guatesala's socially and
economically disadvantaged groups. Although significant short-



- 58 -

term opportunities will continue to be offered, USAID has de-
cided to stress long-term training at thae graduate and under~-

graduate levels,

Punding from the CAPS Project i{s to be used primarily for
studies in the U.S. Local funding should be made avajilable to
allow undergraduate scholarship recipients who undertake stu-
dies in the U.S. to return to a Guatemalan university and com-
plete a professional degree. The propocsed Rural Scholarship
Program would be considered a "buy-in" to the CAPS Project. It
will be fundad through a Cooperative Agreement with one or more
local universities willing to offer complete transfer of credit
for all higher education studies cowmpleted in the U.S.

The project will follow the CAPS guidelines in regards to
areas of study. While scholarships will be available for stu-
dies in the traditional areas of health, agriculture, education
and demography, thcy will alsc be provided for studies in the
social sciences. USAID plans to take special care in the so-
cial sciences and also to assure that scholarships are awardaed
for areas of study which will lead to concrete job opportuni-
ties in Guatemala. It is essential that training be congruent
with demands of the lccal labor market.

Rslationsh;gﬁot Project to AID Country Strategy: The project
is responsive to the Mission goal of increasing preoductivity
and rural incomes., The World Bank has amply documented the

direct relationship that exists between increased levels of

education and increased productivity and incoae.

In addition the project responds to the NBCCA Report and
subsequent Congressional »andate to provide university-level
scholarships for Central American students from socially and
econcmically disadvantaged backgreunds. It should Dbe noted
that the project was developed by the Central American Educa-
tion Action Plan Team which recently completed its work in Gua-
temala.

Target Group Jldentification: Beneficiaries of the project will
be identified through a naticnal testing program administered
to rural high school seniors. Talented Indian and “Ladino”

students scoring highest on the test will then Dbe perscnally
interviawed by a USAID committee in order to evaluate their
leadership potential and economic need. Those selectad to re-
ceive a scholarship will undertake undergraduate studjes at a
local university followed by two years of undergraduate studies
in the U.S. It is expected that scholarship recipients will
receive a “Licenciatura” degree from a Guatemalan university as
well as a B.A./B.S. degree from a U.S. university.

[ ]



Request for Delegation of PID ggfroval Authority: Since this
project wi carri ou 4 lOCai university and the pres-
ent delegation of authority to USAID/Guatemala covers the over-
all funding level of the project, the USAID will approve this
project in the field. The project supports and follows the
guidelines established in the CAPS Project Paper. There are no
policy issues requiring AID/W resolution.

Special Concerns: The project will sake a special effort to
recruit the »ost qualified female candidates for this scholar-
ship program. It is estimated that at lesast one-fourth of all
scholarships will Dbe available to talented rural fesale high
school graduates.

Participant Training: Fifty participants will receive an aver-
age of three years of undergraduate training in Guatemala under
this project at a cost of $300,000. The maximums scholarship an
individuval will receive over a three-year period is $6,000.




PROJECT TITLE Child Survival/ORT

PROJECT No.
PROPOSED PUNDING: FY 1986 Grant: $3,000,000 (HE}

520-0342

L.O.P 3 Grant: $7,000,000 (HE)

Project Purpose: The purpose ¢f the project is to develop and
establish a viable production, distribution and promotional
system for oral rehydration therapy (ORT) on a national basis.

Description of the Problem: The principal causes of childhood
mortality and mnorbidity in Guatemala are closely related to
diarrheal related diseases and/or intestinal infections. In-
fectious intestinal conditions are the primary cause for the
high rate of infant mortality. The mortality/morbidity rates
become highest among the rural population (61.8%) which closely
corresponds with the indigenous population (54%), In 1982,
only 24% of the rural population had acess to potable water and
sanitation services., These deficient environmental sanitarion
conditions further contribute to worsening the mortality/mor-
bidity rates caused by water and sanitation related diseases,
Qvar the past three yeara USAID has supported the construction
of potable water and latrine systems in an effort to improve
the environmental sanitation conditions of the rural popula-
tion. However, the magnitude of the prcblem reguires programs
specifically aimed at reducing the childhcod mortality caused
by diarrheal related diseases.

The introduction cof a simple to use, effective, reliable
and affordable treatment for dehydration has been demonstrated
to have a substantial impact on the reduction of the severity
of rehydration which is the direct cause of diarrheal deaths.
Guatemala does not have a national oral rehydration progranm
even though the Ministry of Health (MOH), in its National Oper-
ational Plan has officially recognized that eliminating dehy-
dration as a major cause of childhood mortality is a priority.
Oral Rehydration Salits (ORS) are currently not routinely pro-
vided, promoted through an effective national distribution sys-
tem, or produced locally in quantities for mass distribution.

Means of Dealing with the Problem: The project will undertake
the establishment of 2 national ORT program by:

a. Designing and mounting an ORT promotional campaign to in-
crease knowledge of the benefits and use of ORS among the
target population:
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b. Producing and distributing ORS through a nat:lonal ORS dis-
tribution systes; and

c. Coordinating the ORT 1n£orntion system, and an epidemio-
logical surveillance systen tO assess MOH efforts in over-

coming child mortality/morbidity.

d. Employing existing health personnel (included in projects
520-0251 and 520-0339) to promote the use of ORT.

The result should be that within all hospitals, health cen-
ters, and posts, an extensive network of trained workers will
be working in functional ORT. units and assuring that supplies
are svailable in the coamunities to meet the needs of every
household.

Relationship of Project to AID Country Strateqy: Overall, this

project is supportive and consistent with the country strategy
of increasing rural incomes and productivity. By addressing
the nesds ©of the vulnerable groupe of Guatesala through the
provision of preventive primary health care to rural poor cur-~
rently not served, the poor will participate in the benefits of
growth and have more of their disposable income available for
other household requirements.

USAID has identified the Western Highlands as a pr:lor:lty
geographic area. This project will initiate its efforts in
these departments with a high number of indigenous rural poor
communities. _

Target Gro Identification: The direct target group will con-
sist of -Ig children under the age of 5 since it is this parti-
cvlar portion of the population which is most severely affected
by high rates of mortality and aocrbidity due to diarrheal re-
lated causes. The direct beneficiaries of this project will be
approximately 490,000 children five and under. Indirect bene-
ficisries will be direct beneficiaries' families who will have
more disposable income for household requirements.

uest for Deleqgation of PID Approval Authority: This project
has no policy 1ut_:u thas requires AlD/Washington resolution.

Special Concerns: This project proposes to involve women in
the promotion of ORT and the adoption o©f proper environsental
sanitation practices with the objective of improving the over-
all health condition of the Guatemalan family and thereby their
productivity. It is also anticipated that the private sector
will become involved in the production of promotional ORT sate~-
rials, in the production of ORS packets and their Adistribu-
tion. Private voluntary organizations working with health ana
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nutrition related activities will also become involved in mak-
ing this preventive primary health care program intervention

msore widespread.

Participant Training: Approximately US$500,000 will be set
aside to sponsor short and long-term training.

.l



PROJECT TITLE : Secondary Cities and Rural Housing

PROJECT No. 2 $20-0261
PROPOSED PUNDING: FY 1986 Grant: $300,000 {(SD)
L.O.P 2 Grant: $£300,000 (8D)

Project Purpose: 7This project will sask to facilitate the in-
vestment in basic shelter for the urban poor in all urban aress
of Guatemala, principally through support of private sector
interventions. .

Description of the Problem: Basic shealter for the urdban poor
in Guatemala currently is produced entirely by public sector
institutions, most notably the Housing Bank (BANVI) and the
National Bank for AGricultural Development (BANDESA). The nus~
ber of units produced by these institutions is only a fraction
of the volume that would be required to meest existing need. In
light of anticipated seveore reductions in public sector financ—-
ing due to the on-going economic crisis, a significant increase
in production by these institutions is unlikely.

Means to Deal with the Problem: Under an AID grant to the MNa-
tional Econoaic Planming Council (SGONPE), technical assistance
was provided to study the feasibility of attracting private
sector interest in both finmancing and coastruction of Dbasic
shelter projects as a complesant to the current etforts of
BANVI and BANDESA. A mechanisa would be created to mobilisze
funds for such projects and to allocate the financing of those
private institutions that are most efficient and expeditious in
developing and selling Dbasic shelter projects. Conversations
with trade associations representing doth the private banking
and construction sectors have deaonstrated an interest on their
part in vtilizing such a sechanisa.

The Mission is in the process of noqot:l.atlni a $10 million
BG project with the Bank of Guatesals which will provide ini-
tial finsncing to establish such a msechaniss. At first, proj~-
ects in all urban areas of Guatemala will be eligible. As the
seschanisa gains acceptance and becomes operational, AID BG fi-
pancing will concentrate on secondary urban centers, particu-

larly in the Altiplano.

This grant will provide funding for the technical assist-
ance that will be required to develop the detajled operating
sanuals and organization necessary toc implemant the progras.
The SGCNPE created & working group under the grant which in-
cluded representatives of the Bank of Guatesala, FHA, BANVI and



BANDESA in addition to those of the Council itself. These same
institutions will remain as participants, but major Government
of Guatepala participants in this project will be the Bank of
Guatssala and FHA. Major private sector involvement will be
required as well, probably through their trade associations,
such as the Bankers' Association and the Homebuilders' Associae
tion (ANACOVI). .

Raelationship to Count Strategy: Increasing employment oppor-
tunities is an element oOf Usafn‘s strategy to increase incomes
and productivity. Housing is important in generating employ-
ment through housing coastruction. This project will contrib-
ute to USAID's objective of involving the private sector in
development by encouraging that sector to participate in de-
signing, constructing and financing low~cost shelter.

Target Group lIdentification: The purpose of this grant is to
oxpgaito ang increcse the production of basic shelter for the
approximately 75% of the urban population whose shelter needs
are not being satisfied at present. USAID financing under the
HG will be destined to the poorer families among that popula-
tiono )

Grant Signature: This project was designed in 1982 and incor-
porated in the project paper entitled Private Sector Low-Cost
Bousing (AID/LAC p. 117). Grant was authorized December 16,
1982, but project agreement negotiations waere suspended since
difficulties had been encountered in the HG implementing agree-
ment negotiations. During past few months the Bank of Guatema-
la has begun active negotiation of the HG., Once signed, USAID
plans to re-open negotiations for the grant., Given the prior
approval of the PP, USAID plans tc sign grant agreement early
in FY 1986.
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NEW PROJECT NARRATIVE

PROJECT TITLE : Local Economic Developsent .
PROJECT No. : $20-0331

PROPOSED FUNDING: FY 1987 Grant: $1,050,000 (SD)
L.O.P 3 Grant: $1,050,000 (SD)

Project Purpose: This is intended as a pilot intervention to
test the visbility of direct resource transfers to Departmental
Coordinating Committees in support of locally determined, de-

signed and implesented economic infrastructure sub-projects.

Description of the Project: Despite the exhaustive identifice-~
tion an 18ting process in the National Developmsent Plan, over
the past five years it has bhecome increasingly apparent that
local governmental organizations 4o not receive sufficient re-
sources from the central governsent with which to meet any
credible proportion of the priority needs of their rural coon-
stituancies. The national budget ia allocated ‘according to
requests received froa the individual departsents, but priori-
ties among these allocations are decided by non-residents of
the departaents who 40 not appreciate the ipdividual priorities
of each department. HNational level pricorities weigh more heav-
ily in budget allocations than locally perceived needs. During
periods of Dbudget austerity, this process operates even more
stringently against the rural area requirements.

A syster of administrative coordinating committees has been
established for each department. These committees are tasked
with assessing and addressing local comamunity needs and progras
activities. However, the process has evolved as an inforsation
flow from the bottom—up without the resources to respond to
expressed needs. Most 0f the departaents are almost exclusive-
ly dependent upon the receipt of financial resources froa the
national governaant, and annual budget allocations are already
earsarked prior to receipt of the funds, regardless of changing

priorities at the local level. -

Pr ed Means to Deal with the Problem: To overcose the lack
of Eoci sion-making authority and resource availability at the
departsent .level, this pilot activity is proposad to strengthen
and exercise the network of administrative/management processes
and skills at the village, municipal and departmental levels in
ons department. Particular emphasis will be placed on the in-
volvement of the elected village coanittee pambers and local



officials in determining the priority of village needs and mar-
shaling resources to provide services desired.,

Through the project grant, the Departmental Coordinating

Committee will provide funds to rural village committees in one
department for the construction of small economic infrastruct-
ure projects, such as potable water systams, farm-to-~-market
roads, small bdDridges, established mparket places, slaughter-
houses, irrigation systems, tsrracing, etc. While the local
committees will be free to select their own activities, a rule
of selection for the projects undertaken by the communities
will be that they be such as to generate income through a user
fee, site rental system or loan programs designed to generate
additional reasources to be restained by local govarnments and
used for further economic dJdevelopment activities. Socially
oriented activities with main line ministry and recurring cost
loads, such as clinics and schools, are not envisioned as fund-

able under this praject.

To assist village committee members and local officials in
selecting, developing and managing activities, a U.S. technical
assistance contractor is anticipated. Depending on the total
costs of technical assistance, sub-project funding may be sup-
plemanted by Title I or ESF local currency allocations.

Relationship with A.I.D. Country Strategy: This activity ainms
to develop capacity in local communities to saelect and carry
out sub-projects and to increase the autonomous revenues of
village committees in order to sustain investments or finance
new ones. The eccnomic infrastructure will provide opportuni-
ties for local employment, which will contribute to increased
rural incomes and productivity, a major strategy objective,
Further, moving resources directly to rural uses supports the
growth with equity strategy.

Target Group Identification: First instance beneficiaries will
be those local leaders who are trained and have available the
resources to respond to local community needs. Principal bene~
ficiaries will be the community members benefitting £from the
useiot the new infrasctructure or irom related employment gene-
ration.

est for Delegation of PID Approval Authority: This pro-
posed pi lot project is consistent with Eoncy policy to in-
crease democratic initiatives and is particularly responsive to
rural residents' economic development needs. Placing responsi-
bility for designing and carrying out the activities at the
village level will permit the least advantaged populace to de-
termine activities affecting their community's development.
Decentralizing central government decision-making presents no

(']



policy issves requiring AID/W resolution. Given the pilot na-
ture of the project and the limited resources being used, USAID
requests delegation of PID approval suthority.

Participsnt Training: Approximately 1,000 village coamittes

members will be trsined at an estimated cost of $100,000.



PROJECT TITLE : Small~-Medium Business Developgent

PROJECT No. : 520-0341

PROPOSED FUNDING: FY 1986 Grant: $2,000,000 (SD)
Loan : $8,000,000 (8D)

Grant: $2. 000,000 (SD)

LOO.P 7 h
Loan : $§8,000,000 (SD)

Project Purpose: The project will improve the systems for de-
livery of credit and technical assistance for small-medium en-
terprises such enterprises.

Description of the Problem: The Guatemala financial systen,
made up of commercial banks and financieras, has traditionally
been reluctant to lend to new small business borrowars. Such
borrowers seldom can meet the heavy collateral conditions (up
to 200% of the value of a proposad loan) required by the
banks. Medjum—-sized firms, though Dbetter capitalized than
small enterprises, also have difficulty in obtaining financing
when it is only supported by future returns flowing from a suc-
cessful business axpansion or investment. Pinally, beth small |
and pedium sized firms lack appropriate and cost-aeffactive
technical assistance to address their production, mparketing,
and general management problems.

AlD's credit and technical assistance activities under its
Rural Enterprises Project (520-0245) and its new Agribusiness
Project (520-0276) are making progress in providing resources
to specific areas of the small-medium business sector which
complement USAID's rural development/small farmer strategy.
Nontheless, some of the institutions involved in these projects
— the Bank of Guatemala and the National Training and Produc-
tivity Center (INTECAP) -— need to improve their procedures to
provide timely and appropriate support to the amall-mediunm
business sector. Consequently, the proposed project will both
atrengthen some of thesa Government of Guatemala institutions
supporting small-medium businesses, in addition to testing oth-
ar pore innovative modes of service delivery,

Means of Dealing with the Problem: The project will provide

e following technical assistance, training and research ac-
tivities: (1) technical assistance and training in engineering
and small business accountancy by INTECAP to enable small busi-
nessmen tc improve productivity and to better plan the use of
equity and credit resources, Better trained, more acbile and-.
nore numercus INTECAP consultants would be supported under the
project to improve both the quality and timeliness of INTECAP's



technical assistance; and (2) grant-funding of pilot testing,
production and marketing of new products by small businesses in
order to encourage the develcpment ©f new, »ore profitable
product lines.

The credit portion ($8.0 aillion loan and $1.0 million
grant) of the project will provide sublocans under $800,000 to a
wide variety of industrial, commercial and service ssall busi-
nesses {"small” or "medius” being defined as less than $250,000
or $2.0 million, respectively, in net £fixed assets). Three
alternative delivery systems will be explored for credit under

the project:

(1) AlD-supported insursnce of lending by local financie-
ras and commercial banks to small businesses throughout the
country. Under this arrangesent, AID would reserve a portion
of loan funds to cover banks' uncollectible loans for small
borrowers under the project. The fund would De adainistered by
the Bank of Guatemala. Such an insurance program would encour=~
age local banks to lend to longo:-ton. non-traditional busi-
ness ventures of sedium sizae.

(2) Management of an AID grant-ﬁme.d saall Dbusiness
revolving fund by 8 local private bank or branch office of a
multinational bank. The bank will manage the fund as well as
contribute matching credit resources in return for an adequate
interest spread to defray additional staff costs and profic.
This fund would reach small borrowers (with average credits of
$50,000 or less) concentrated in the Guatemala City area, and
serve as & model for an efficient, low-cost delivery system for
snall business credit.

(3) Lending to ssall businesses through urban-based credit
unions, such lending to be channeled through the Bank of Guate-
mala and the RBational Credit Union Federation (FENACOVI).
These credits would be destined for microentrepreneurs located

mostly in the Guatemala City area.

: Increasing
ocomes and Productivity 1s & strategy Jective of the
USAID program. The development of small-medium private enter-
prise and the stimulation of local public and private sector
institutions which support such businessses are an integral part
of this strategy. This project will also support this objec-
tive by diversifying credit channels available to small borrow-
ers and by.increasing private sector investment for sasll busi-

nesses.

Target Gro Identification: 150 small business owner/msnagers
and 1,000 employees will be benefitted under the project.




gsggest for Delg%ation of PID Approval Authority: The project
u 8 upon pravious spmall-medium business projects in
artisan, industrial and agribusiness areas. It alsqg will bene-
£it the urban poor semployees of small enterprises, while.bol-
stering a more effective small business entrepreneurial class,
In light of this continuity with past USAID projects and policy
in the small-medium business sector, USAID requests that it be
delegated PID approval authority.

%gggial Concerns: Private sector. The project will field-test
nnovative cr t and technical assistance delivery systeams to
spall-nedium business, which may then be emulated by the pri-
vate sector with their own rescurces.

Participant Training Dollars and Numbers: N/A



T

Section FPour - FY 1986-1987 Evaluation Plan

A. Introduction

The FY 1986-1987 evaluation plan centers on those asctivi~
ties within the on-going project portfolio designed primarily
to improve institutional mechanisas concerned with the delivery
of services to the rural poor. Projects being initiated in rys
1985 and 1986 are focusing on the use of private sector initias-
tives to complement public sector activities and generally will
not be included as individual project evaluations in the FY
1986-1987 evalustion plan given the short period of izplementa-
tion planned for them. However, progress in the whole area of
private sector development will be closely monitored.

In the area of policy dialogue, USAID usually £irst intro-
duces pilot activities to desmcnstrate the desirability of
changes prior to entering into formal policy dialogue. Evalua-
tions of the pilot projects provide management with information
necessary to support the ensuing policy dialogue. Assuming the
proposed ESF balance of payments funding in FYs 1986 and 1987
is approved, USAID deems it critical to NBCCA expressed con-
cerns for econcmic recovery and sost appropriate to the poten-
tial for success to evaluate the impact of such programs on the
achievesent of major policy changes. USAID also believes that
an upscaling from strictly individual project evaluation to an
exanination of larger sector perforsance and gains better re—
flects the NBCCA objectives. Such sector evaluations, however,
will include, as appropriate, specific attention to thes parti-
cular goals and objectives of each individual project cosponent

in the sector.

B. DNarrative Description of lmportant Issues
1. Agriculture snd Rural Development

In order to achieve maximus impact, the current and
Planned development assistance progras concentrates principally
on the Highlands whare the largest segment of the rural poor is
located. Projects in the agricultural sector are addressing
the need to increase agricultural productivity and production
while at the same time sesking alternative approaches to reduce
uneaploysent and underemploysent. The key decisions to be asade
relate to the merits of continuing cash payments and/or food
for labor intensive activities and to identi more lasting
interventions .to overcoms the uneaployment/underesployment
problem. Of particular interest to USAID is the effectiveness
to date of one particular PVO's (Penny PFoundation) activities
in coamercial land markets. USAID intends to build on this
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success as a podel for more extensive public/privato sector
service delivery.

2. Health and Population

USAID's program is designed to expand the coverage and
effactiveness of the rural health system while providing oppor-
tunities for curbing the excessive population growth rate, A
special effort will be made toc tailor .approaches to the special
cultural, language and adeministrative requirements of the High~-
land Indian population. The principal challenge to be agd-
dressed is improving the delivery capability of the Ministry of
Health outreach ipstitutions, allowing them to provide expanded
preventive services in the fields of population and health in a
more effective and cost efficient manner. Programmed aevalua-
tions will analyze the effectiveness of individual agencias in
delivering preventive health care services.

3. Education and Huwpan Resources

All activities in this sector were evaluated in FY
1984 as part of the NBCCA-directed impact evaluation of USAID-
sponsored education sector activities over the preceding twelve
years. The principal recommendations from this sector evalua-
tion are fully incorporated in the new projects to be initiated
during this ACTION PLAN period. Other ‘initiatives for the
longer planning periocd follow on current and planned activities
and are consistent with the fuller education sector actien plan
prepared in response to NBCCA recommendations. Project longi-
tudinal studies will be carried out over the period of the
evalvation plan to provide further benchmarks and guidance for
the decade-long effore. Evaluation of non-formal education
activities are also scheduled during the evaluation plan pericd.

4, Special Development Activities

The majority of USAID's project portfolio are either
directly financed by the other functional accounts or financed
as financed by the SD account, relate closely to development
objectives reflecting the regular accounts. Consequantly, no
project specific evaluations are scheduled in this functional
account. However, since it represents a potentially major de-
parture in the budget and develcopment priority setting prac-
tices of the Government of Guatemala, an evaluation of the Pi-
lot Local Economic Development Project will be scheduled within
project funding at an appropriate tinme.

Since non-projectized ESF did not materislize in FY
1985, no formal evaluations of the impact of local currency
usage on the implementation of major policy dialogue is envi-
sioned until a later and more appropriate date.

#



Nevertheless, given the close relationship of planned
ESF and Title I local currency uses to the larger - NBCCA and
USAID goals and objectives, these will be msooitored ccnstantly
and, if circumstances warrant it, a special evaluation will be
conducted.
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SPECIAL CONCERNS

Title I Narrative and Local Currency Use Planning
PVO Strategy (Including Title II Pood Distribution)
Gray Amendment

Women in Develcpment

Other Dono} Coordination
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M. Title I Harrative and Local Currency Use Planning

The FY 1986 ABS provided substantial background information
and justification for the 7Title I progras in Guatemala on both
balance of payments support and development progras grounds.
The estimate provided at that time is, if anything., even more
valid today in view 0of the deepening balance of paymants crisis
and the accompanying domestic budget cutbacks that threatee to
defer or diminish resources dedicated to the developmsent pro-
gram. These conditions apnd USAID/Guatesmala plans to help Gua-
temala cope with thes are described in the COUNTRY SETTING AND
STRATEGY SUMMARY and POLICY DIALOGUE PLAN sections of this AC-

TION PLAN.

T™he amcunts of agricultural products programmed to enter
Guatemala under Title 1 for the next two years should be a min-
imum of $22.0 million annually, composed of: $9.0 million of
wheat, $7.0 million of tallow, and $6.0 million of vegetable
oil. 1If the financial situation” of the country deteriorates
further over ths next year, increases in the annual totals to

$30.0 million may be sought. The additional $8.0 million would
ba provided in wheat.

During 1985 and the ACTION PLAN period, the Esmbassy and
USAID will be developimg further the selt-help measures to be
sought in negotiations and the local currency (LC) uses. As a
guilding principle for LC uses both for Title I and for ESF, the
U.8. Title 1 negotiating team seeks agreement tc use local cur-
rency generations in a sanner comspatible with the larger sctrat-
egy of growth with equity and in support of associated activi-
ties. This includes integration, as appropriate, with ESF lo-
csl currency uses, With the legalization in November 19684 of
the parallel market and given the large spread that has since
developed between the official and parallel rates, the rate for
counterpart deposit will also be an issue, principally for the
FY 1986 Title 1 and ESP negotiationms.

On the self-help mesasures to be sought, a number of possi-
bilities exist. At present, the U.5. teas is concerned with
reaching agreement on the following measures deesed to be im
portant contributions to program sfficiency and improved agri-
culture sector perforaance:

{1) Movement of the Title I commodities, to the extent
possible, through the private sector; -

(2) ﬁtiitactoxy resolution of transport sector con-
straints to increased exports, particularly in air transport
and licensing arrangements.



(3) Reorganization of BANDESA's (the Government's agricul-
tural credit bank) staffing and operational pracgtices to pake
it able to absorb and use resources more effectively.

Title I local currency uses will be $12.0 million for re-
forestation, $4.0 million for cooperative strengthening, and
$6.0 aillion for Government of Guatamala ccunterpart for USAID
and selective PVO activities for FY 1986 and $12.0 million for
land settlement, $5.0 million for agricultural training, and
$5.0 million for Govarnment of Guatemala counterpart for USAID
and PVO projects in FY 1987,

These local currency uses tie directly into the agricultur-
al development strategy which emphasizes the resolution of
land-based problems (guantity, quality, present use, ownership)
and target group organization and strengthening. This further
underwritas the NBCCA goal of growth with equity. It alsoc per-
mits our on-going projects to function at full capacity in or-
der to reach our goals in the shortest time possible.

The proposed inclusion of PVOs in local currency counter-
pact programming is responsive to USAID objectives to increase
support for PVO development activities, Further, such support
is consistent with and reflects the expressed wish of the U.S.
Congress that USAlID support a vigorous and expanded PVO pres-
ence in Guatemala during this ACTION PLAN timeframe.

B. PVO Strateqy (Including Title II Food Distribution)

Introduction

Both the FY 1986 CDSS and the FY 1986 Apnnual Budget Submis-
sion provided cogent arguments of _the need for continued and
expanded PVO operations in Guatemala. Those arguments remain
valid for the current ACTICN PLAN period as well. PFurther, the
U.S5. Congress has specifically mandated continued strong PVO
support by USAID. The challenge to USAID is to accomplish the
stated goals of PVO program support and expansion within the
increasingly limited management time available as a result of
the vast expansion in the DA funding and portfolio levels and
the preparatory and actual isplementation workload associated
with it and the upcoming ESF program. USAID anticipates the
solution to this lies in developing a PVO umbrella management
organization to act in our stead and within our guidelines.
Steps to achieve this are already underway.

Backg:ound

Over the first half of the decade of :the 1980's, the number
of U.S. PVOs operating in Guatemala diminished significantly



because of the increased difficulty of carrying out programs
during the peak period of the insurgency. Further, the princi-
pal areas of vioclence in the Highlands were those where PVO
operaticns tended to Dbe concentrated. The departure or disin-
ished deployment of U.S5. PVOs left a void in private support
for development work. To £ill this, USAID/Guatemala encouraged
indigenocus private voluntary organizations (IPVOs) to expand
their operations and subait proposals which would enhance over-
all Guatesalan development, particularly in the BEighlands.
During this period, USAID signed OPGs with IPVOs covering com-
munity development, womean in development, land sarketing, pota-
ble water and agriculture sarketing activities. In addition, a
pilot activity was undertaken -to see if a ssall, untrained coas—
aunity could expand its sphere of influence sufficiently to
attract assistance. As a result, the coasunity has not only
organized its members to provide services to neighboring cossu-
nities as well, dut has also requested the Governmsent of Guate-
mala to designate it as an IPVO,

Two U.S. PVOs have Dbeen amanaging continuously for some
years now Title Il food distribution programs. Both CARE and
CRS have directed their efforts to maternal-child health is-
provement, other child feeding prograas and food for work pro-
grams. These discrete food distribution activities have been
cooxrdinated with,overall developsent efforts of these FVOs and
the USAID to provide coverage throughout the country. The pro-
grams were originally scheduled to be phased out in 1981, but
the upturn in vioclence during the early 1980°'s created a large
nuaber of displaced persons, widows and orphans who required
food assistance in the short-run. To meet this need and pro—
vide mechanisms for getting formerly displaced persons back
into the economic mainstresa, all three prograss were continuved
at existing levels. .

Strateqgy

USAID/Guatemala views both U.S. PVOs snd 1PVOs as develop-
sent partners. During the developsent ©of background informsa-
tion for the preparation of programsing docusents, U.S. PVOs
with a long history of activity in the country are consulted.
Howesver, the Mission has found a tendency of msany PVOs to con-
centrate their efforts on the particular causes to which they
are committed, resulting in some exaggeration of needs to ob-
tain support for a specific activities. In Guatemala there
have been various attempts by the PVO community to establish
associations of PVOs to Dbetter divide areas, nanage programs
and avoid this problea. Results of this activity have Dbeen
satisfactory, but coverage to date gesnerally has been limjted
to PVOs working in similar activities such as environaental
sanitation. The Mission is working closely with the Asociacidn



de Instituciones de Desarrollo y Servicio de . Guatemala
(ASINDES) to broaden their perspective of national needs and
priorities and to foster better relationships with the Central
Government and its adaninistrative entities, Most recent dis-~
cussions have encouraged ASINDES to represent its individual
members in seeking PVO financing earmarked under local currency
generations -from both ESF and Title I sources. The USAID will
continue to help ASINDES -— which represents approximately 90
percent of all PVOs currently operating in Guatemala -- to de-
velop itself as ap overall coordinating agency for PVOs in Gua-
temala, particularly for smaller U.S. PVOs, those with less
experience in Guatemala and for IPVOs generally,

While PVO activities can obviocusly have only a limited in-
pact on overall national economic growth, they can serve as a
neans of providing opportunities for greater participation of
the poor in the development process, The overall objectives of
such assistance are; (1) increased incomes and productivity;
{(2) improved availability of social services, such as health,
education and shelter; and, (3) expanded access to family plan-
ning services. While these objectives cover both the rural and
urban poor throughout Guatemala, USAID is giving pasrticular
emphasis to activities in the Western Highlands which improve
the institutional capacity of IPVOs to design and implement
such projects. Priority will ba given to those interventions
which provide for a self-sustaining development process such
as: (1) terracing, small-scale irrigation, farm nanagement and
agricultural diversification output, as well as efforts to ex-
pand the rescurce base through schemes which will bring cur-
rently unproductive land under ownership willing and able to
farm it; (2) improvement of the sanitary environment of the
rural poor and expansion of outreach rural health care pro-
grams; (3) literacy and skills training; (4) promotion of low-
cost shelter prograas in secondary cities, market towns and
small rural settlements; and, (5) support of family planning
information programs and delivery systems, particularly in the
Altiplano. .

Pood Distribution Programs (Title II)

USAID views the low nutritional levels in Guatemala as a
multi-sectoral problem, which is a function of income, avail-
able agricultural resources, health services, sanitation and
population growth., Nutrition interventions form an integral
part of many activities, including nutriticonal education, im-
provement of rural water supplies and the distribution of P.L.
480, Title Il commodities through Voluntary Agencies, )

Title Il supplemental £feeding addresses the nutritional
deficiencies, especially protein deficiencies, suffered by the

-
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most needy perscns, who cannot obtain adequate nourishment.
Most heavily targeted are the children and mothers in the Ma-
ternal Child Health category, attended at health centers and
posts throughout the country.

During the next two years, USAID will undertake an evalua-
tion of the Title Il program to ascertain whether it is appro-
priate to reinitiate phase-cut plans or identify program modi-
fications. As the displaced person population continuves to
decline, sttention will be focused on ‘the asternal child health
aspects of the program, in direct support of the child surviv-
al/immunization prograa activities being initiated.

Given the recent successful experience in providing noao-fat
dried milk under the Section 416 prograsa, USAID is encouraging
ASINDES to represent various IFVOs in requesting and processing
the distribution of this and other commddities available under
this program. PFormal arrangesents will nead to be established
by ASINDES to permit the duty-free entry of the foodstuffs as
well as the orderly transport from the port of entry to the
storage facilities of the individual IPVOs.

C. Gray Amendment

USAID/Guatesmala has established an outstanding record of
compliance with the Grag Amendment. * Bight of seventesn con-
tracts signed for FY 1985 through April 1985, and representing
69% of total funds contracted, have been awarded to minority,
wonen—~owned Or ssall business firss. 7The PID and PP design
process. employed by USAID/Guatemala mandates an early assess-
mant of the viadbility of using Gray Amendsent firms for either
Prise or sub-contracting opportunities. At the time of actual
going out to bid and in the awards process, the Contracts Of-
fice further reviews whether realistic and cosplete attention
has been paid to the opportunities for use of Gray Asendaent

firms.

Several offices in the Mission, including the Progrsms Of-
fice and the Executive Office, saintain files of Gray Amendasent
qualified companies to facilitate the assesssent process. In a
recent visit by an AID/Washington contractor (Omega) evaluating
Gray amendment practices and compliasnce in Latia Americs, US~
AlD/Guatemala spent considerable senior staff time and the en-
ergies of all offices reviewing again our procedures and sug-
gesting potentially sore effective AID/W backstopping actions
in two aress, specifically in establishing a more formal list-
ing of Gray Amendment firms to be shared with field Missions
and in providing timely and realistic perforsance appraisals of

those firms worldwide.



D. Women in Development

USAID continues to emphasize integrating activities ad-
dressing women in development into project design and implemen-
tation, but does not believe that a separate component £for wo-
aen within individual projects serves the integration process.
The National Census Office maintains labor force statistics
disaggregated by sex. The Ministries of Health and Education
maintain statistics by sex and age. Given the existing nation-
al data base, the impact of project activities on women are
presented in the social soundness sections of project papers.
During project implementation, the Mission uses the gender
specific information maintained by the planning units of the
technical ministries to oversee that women are being brought
into the esconomic and social mainstrean.

USAID has undertaken in the development of projects working
in the productive sectors to broaden parcicipation of wonen,
particularly in the agriculture sector. Activities carried out
in the health and education sectors have addressed the tradi-
tional roles of women and sought to give women a better oppor-
tunity to take advantage of the economic oppertunities being
opened up in the productive sectors. During the past two years
more extension activities under the sponsorship of the Ministry
of Agriculture have been provided to prepare women for changing
economic roles. Women-specific credit activities were under-
taken to introduce women to the use of credit for small enter-
prises and expand the financial community's awareness of wo-
men's credit worthiness. Under training programs sponsored by
the Mission, a concerted effort has been made to increase the
nusber of female participants, with the FY 1984 training pro-
gram resulting in 20 percent of the participants being women.
Women are a najor target group for participation in the new
Central American PFeace Scholarships project. 0Of 84 partici=-
pants selected for this program's f£first three short-term
groups, 55 have been wonmen. A 1983 evaluation of educaticn
sector achievements during the past twelve years produced posi-
tive findings in regard to female school attendance and con-
cluded that bilingual promoters are able to attract the attend-
ance ©of more female pupils with lower dropout races. Several
PVO=-directed projects have broadened women's opportunities in
the community development decision-smaking processes with women
participating in the formation of committees to carry out spe-
cifie community infrastructure needs.

During the sedium-term USAID will continue to direct its
activities toward increasing rural incomes while at the same
time improving rural living conditions and providing women with
the skills necessary to participate in economic opportunities
in the productive sectors. Living conditions will continue to
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be improved with the provision of potable water and environ-
mental sanitation systems to rural houssholds, introduction of
energy conservation in food preparation, and the systematic
application of preventive health care measures and family plan-
ning programs. To broaden women's skills for participating in
the active workforce, primary schooling through the fourth
grade will be encouraged for all female members of the populas-
tion. Without acquiring linguistic and sathematical skills,
rural women will be unable to participate in the economic op-
portunities being offered in the productive sectors. Mainten-
ance of the disaggregated data colllection system will be en-
couraged at all levels of the public sector. Policy dialogue
will seek to explore innovative aeasures to increase paid em-
Ployment opportunities and assure implementation of existing
legislation on beshalf of women.

E. Other Donor Coordination

For FY 1986 and 1987, USAID/Guatesmala sees othar donor co-
ordination as comprising discussions snd for potential funding
or co~fupding with four distinct groups: (1) macro-econosic
policy and potential balance o©f payments lavel coordination
with IMP, IBRD, IDB and private sector foreign banks: (2) sup-
port for U.S8. and ipndigencus Private Voluntary Oganizations'
programs; {(3) consultations with other internatiocmal {uowoe,
WFP) an2 bilateral country assistance programs; and, (4) joint
programming/coordination with other U.S. agencies, most specif-~
ieally USIS, Peace Corps and the State Department. Brief cos-
ments follow on the raticnale and approach intended for each of

these groups.

(1) Although the U.S5. Congress has cautioned USAID against
direct conditionality of ESF assistance to INF adjustmsent pro-
gram demands because these are frequently seen as insufficient-
ly responsive to host country political or U.S8. concerns in thas
racipient countries, there is widespread agreement on the need
and usefulness of close coordination and discussion with the
other potentially major balance of paymsents donors of lenders.
In this respect, Eabsssy and USAID/Guatemala officers continue
to saintain a close consultatory relationship with IMFP, IBRD
and IDB resident or visiting representatives.

(2) USAID coordination with and .trat-.qy for PVO support
is spelled out in & separate SPECIAL CONCERNS paper.

{3) USAID/Guatemala works closely with the UNDP team in
Guatemala both to discuss programaing plans and to avoid dupli-
cation. USAID has managed a particularly close and fruitful
relationship with the World Food Program (WFP) through a varie-
ty of funding mechanisas. WFP has a current prograa valued at
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$50 million and is closely coordinated with USAID plans to add
new activities worth some $20 to $25 million more. USAID also
stays in touch with other bilateral country programs to achieve
coordination, avoid duplication and encourage expanded invest-
nent in Guatemala.

(4) (a) USAID and USIS are managing separate but related
portions of the NBCCA sponsored Central America Peace Scholar-
ships Program (CAPS). Close coordination and frequent consul-
tation are maintained. USAID is currently attempting as well
to strengthen and utilize for the CAPS program the English
language training capacity of the Binational Center of the Am-
erican-Guatemalan Institute,

{4) (b) USAID project plans always include review of the
potential for Peace Corps involvement. USAID also provides
funds and backstopping on an aannual basis for the Peace Corps
Small Activities Project Fund. With the lcte 1984 and current
rapid expansion of the USAID program in Guatemala, discussieon
of potential Peace corps reinvolvement in Altiplano planning in
particular is being stressed.

(4) (c) Coordination with the State Department centers on
Democra Initiative activities, At pressnt, this includes
efforts to arrange training for election board managers, train-
ing for political party election observers, and procurement of
special fraud-proof paper on which to print ballots for the
November 1985 national elections., Puture activities could fo-
cus on support of post—-election transition requirements and

‘efforts to further deepen the demccratization process, as
called for in the NBCCA recosmmendations.



OTHER CONCERNS

A. Mission Managenent Narrative

As stated in last year's ABS, the Controller's Office and
the Executive Office provide services tc both ROCAP and USAlD/-
Guatemala. Most procuresent, leases and other day-to-day ex-
penses will be split 60% USAID and 40% ROCAP for FYs 1985, 1986
and 1987. Employee salary and support costs for the Controller
staff come from the ROCAP OE budget, while similar Executive
Office costs come from the USAID OE budget.

The Missions have continued their program of careful con-
trol of operating expense funds, i.e., living quarters allow-
ances in lieu of government-leased housing, nc personai use of
official vehicles, no airport pick-ups, use of surplus property
from other USAIDs, etc., as reflected in the size of the OF

budgets.

The major efforts in the reporting period will be focussed
on the following: :

(1) Although programaing of expendadble and non-expendable
property has Dbeen completed, data input has been limited to
seralized items, still a substantial accomplishment in itself.
The system has proved itself useful not only in its coatrol
sspects, but also in ordering and disposal activities. The
program has been widely circulated in AID field missions. Be-
ginning in FY 1985, the large task of data input for the re-
maining property will be undertaken.

{(2) Last year the Mission addressed cost efficiencies in
its Contrascts and Supply Office. The target was more than
met. In esarly May, due to the Central American Initiative, the
Regionsl Commodity Management Officer position was re—estab-
lished. Nevertheless, the Mission has demonstrated that con=-

tracting can be competently provided by foreign bpational
staff. Between October 1984 and April 1985, 85 separate con-

tracts and major procuremant actions were processed. ‘The tar-
get this yesr is to further upgrade the guality of the advance

planning and procurement plans.

(3) 1n early 1984 USAID/Guatesala was in & period of staff
cutbacks; in mid-1985 it is in a time of rapid build-up. The
target is to absord the new employees and resources in a pru-
dent and careful manner, and to continue to weigh needs against
cost/benefit ratios.
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{({4) Por over a year, USAID has been involved in a major
security enhancement effort which has just been, completed.
There are many adjustments to be sade in fine turning the prac-
tical aspects of the sophisticated equipment. The target is to
undertake these details, along with fire security, and tc main-
tain the systems in a fine state of readiness.

{(5) The final target is to contend with the deteriorating
public services such as electricity, water, garbage collection,
etc., in a cost conscious manner,

The following position listings, budget tables and procure-
ment plans are submitted as required in the Action Plan guid-
ance documents.



B. Position Listings
MISSTON MARAGEMENT

SCHEIXILE A - USIH ROSITIONS BY QFFICE
(All positions apply to both FY 1986 and
PY 1987)

COFFICE OF THE DIRECTOR

Director
Deputy Director

PROGRAM CEFFICE

Progzran Offionr
Deputy Program Officer
Program Exxemist

Agri
Asaist. Agricultural Dev, Officer
Asgist. Agriculturel Dev. Officer
Intermational Development Intarn
HMAN RESCURCYS DEVELOPMENT CEYICE
Aman Rescurces Development Officer
BEALTH OPFICE

Health Developmant Officer
Health and Population Officer



SCHEDULE B ~ FNIH Pesitions by Office
(All positicns apply to both FY

FY 1987) '
CFFICE OF THE DIRECTCR

Secretary to the Director
Secretary to the Depuaty Director

PROGRAM CFF'ICE

Training Specialist
Program Specialist
Assist. Training Officer

Secretary

Secretary

Clerk/Stencographer

PROJECT DEVELOPMENT AND SUPPORT CFFICE

Capital Development Advisar
Engineer

Enginser

Secretary
Secxetary
Secretary

OFFICE CF RJRAL CEVELOPMENT

Project Manager
Secratary
Secretary

CFFICE CF HOMAN RESCURCES

Bhucation Advisar

Program Assistant.
Education Specialist

Secretary
CFFICE OF HEALTH

Public Health Specialist
Public Health Specialist

Secretary
Secret:a_ry

1986 and
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EXECUTIVE CFFICE

Proouressnt Specialist

Purchasing Agent :

Assist. Ganeral Sexvices Offi

Purchasing Assistant
Specialist

Travel Assistant

‘Customs Assistant

General Services Supervisce
Bupply Clerk

Mail and File Clexk
Secretary




SCEFDUILE € - U.S. and Foreign Mational PSC's
(All positions apply to both FY 1986 and
FY 1987 except as indicated)

PROGRAM CEFICE

Macro Bconomist (FN) - Performs varicus econxamic
ansultative, adviscry, mnitoring, information
oollecting and evaluation services to support the
USAID's Program Econcmist. Serves as adviscr to the
Misaion on all eoonomic factors related to the total
Mission program ard performs seqments of program and
ecncmic develorment work, Operating Expense funded.

Secretary (FN) = Types letters, telegrams, memcranda,
and other official doaumentation., Translates documents,
takes dictation, and drafts replies o routine
correspondence,. Recaives official visitors, attends
telephanies, and performs miscellanecus secretarial
functicns. C(perating Expense funded.

PROJECT [EVELOPMENT AND SUPPCRT CFFICE

Privats Sector/Banking Adviscr (FN) - Provides technical
assistance in the develcopment ard implementation of
projects related to the Guatemalan banking system and
the Private Sectcr. Program funded.

Engineer (FN) - Assists CHR Division in
isplementing engineering components of rroject
portfolio. Coordinates work with Missicn Engineering
staff and GOG implementing units as well as performing
site inspections of comstruction projects. Raviews and
mkes recommendations regarding desiqn contracts, plans,
specifications and cost estimates. Program funded.

Technical mistant/mgineering (IB) - Prepare
computarized inventory including socio-economic data and
envircmental impact of new access roads, roads being
rehabilitated, and roads under maintenance, Program
funded under Highlanda Agricultural Dsvelopment

Project. Program funded., FY 1986 anly.

Project Coczdimator (FN) - Runctions as Project
Coordinator for Rira)l Enterprises Development Project
while wxking uder auspices of the NMational Eoonomic
Plaming Comcil. Assumes xincipal recle in project
implementation including determining technical

- assistance requirements, elaboration of staffing plans,
operaticnal plans, budgets, etc. Program funded.



- 97 -

Technicnl Assistant (FN) - Directs the Administrative
Financaal mitotmmsanl:hmﬁcn, mc
its crganic structure, msnagament, and

Provides administrative support for activities u:hr
health service within scope of commmnity besed .
Integrated Health arxd Mutrition Systems Project.
Program funded.

{2) Clerk/Steno (FN) - Takes and transcrides dictatiom,

CFFICE OF KIRAL TEVELOPMENT

Secretary (FN) -~ Same descripticn as under Program
Cffice. COperating Pxpsnses fimdied.

Qlark/Stero (FN) - Same descripticn as under Project
Developaent and Support Office. Cperating Expanse

Mgrimltural Enginear (FN) - Within the Rrxal
Develcopment Office, performs a wariety of tasks in
plaming, develoment, izplemantation and ewalustion of
agricultural and fnural development projects.
Specifically, provides tecinioal expertise in the aress
of soil and mater ccnserwation, rensable matural
rescurces, agricultural ressarch anli exterwion, and
agricultural credit. COperating Expense fimded.

Mricultural Econcmist (BN) - Within the Rural

Mntircpologist (MN) - Under the Small Farmer
Diversifiation project (520-0255), provides analysis of
the socio-ecxncmic and antlwopologionl variables as they
are related to tha model farm undexr ths project.
Participates in the assignaent of the msthodology ©©
datermnine the impacts and benefits, directly o
indirectly gensrated by the project. Program fundad.



Fruit Producticn Specialist (FN) -~ Under the Small
Parmer Diversification Project (520-0255), provides
counterpart services to the USTA technicians in the
areas of evaluation of the [resent Cropping systems,
recoumendaticns of decidicus fruit varieties, mnagement
tecimiques, rumning programs, spraying needs and other
areas which improve praduction and qumlity of deciducus
fruits. Program funded.

Farming Systems Specialist (FN) - Under the Small Parmer
Diversification Project (520-0255), provides amalysis of
the farming situations and production systems utilized
in the region. Utilizes surveys on farm mnagement to
elaborate on the diversification models, and prepares
farm inccme and expenses bixiget statements. Program
funded.

Mricultural Eeonomist (FN) = Under the Small Parmer
Diversification Project {520-0255), formulates Regicnal
Rural Development policies and contral systems, and
evaluates-results. Assists in all marketirngy amalvsis
including direct marketing coet, trangportation costs.
«eport oost, analysis of processing, packaging and
storage. Analyzes and evaluates the farm mxjel with an
ecxrcmic focus, Program funded.

Livestock Specialist (FN) - Under the Seall Farmer
Diversifications Project (520-0255) rxepares a
diagnostic of the general livestock sector related to
production of bovine, ovine, caprin, rabbits, poultry
and bees of the region, and recormends the production
program to best integrate the animal sector in with

~ othar farming activities. Program fimded.

Irrigation Specialist (F¥) - Under the Small Farmer
Diversification Project (520-0255), works within DIGESA
to improve overall capacity to evaluate, design and
supervise cnstruction of irrigation system in the
altiplane areas. Designs ard structures systews that
are mre econcmical to cperate and make better use of
the scarce water resources., Program funded,

Marketing Specialist/fxternmal & Internal (FN) = Under
the Smell Farmer Diversification Project (520-02S5),
provides guidance and expertise in all phases of
intermal and extermal marketing of non~traditicnal
agricultural products such as trooooli, strawberTys,
cabbage, asparragus, etc. Provides informtion an
proper harvesting, field handling, packaging, cool-down
arnd shipping will be provided to farmers arnd exporters.

Program funded.
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CFPICE OF HEALTH

Sectetary (FN) - Same descripticn as under Program
Office. Operating Expense fizxied. .
Public Bealth Advisce (FN) - Advises and assists
Ministry of Health in devising and implementing
activities plan and time-table for integration of Pamdly
Plamning Services Project. Assists Ministry of Health

in planning training activities, reporting, warehousing,
ard supplying health centers. Program funded.

APROFAM Liaiscn (US) - Cooperatas with APROFAM in

resanting oject data and information required by AID

for preparation of project isplemsntation documents,

amendiments, etc. Werks with APREFAM and AID Contraller

in mintaining timaly and accurata voucher flow.
fanded.

Program

Public Health/Pogulation Mvisor (MN) - Provides
tacinical assistance in izplemmtation of primary health.
oare nder Rxral Health and Mutrician Project. Woxrks
with private sectar in designing Impxroved Health
Qutraach Project, as well as future projects
amtezplated by Office of Public Health and Population.
Program funded. i

(2) Secretary (FN) - Same description as under Program
Office. One full-time and one part-tims. COpetating

Expanse funded.

Clezk/Typist (M) - Typss requisitions for office
services and mintenance, and amiters follow-up
antral. Types inventories, receiving reports, stock
control cards, cxTespondencs, amsmoranda, and cables.
Muintains tims and attendance records fior GSO and
pericras general secrstarial. functions-as repaired.
Cperating Expense fundad.

Clerk/Stenc (FN) - Same description as under Prodect
Develcpasnt and Suppexrt Office. Opsrating Expense




- 100 -

Supply Assistant (FN) - Maintains residential, office
ard warehcuse inventories, and preparss related
inventory documentaticn., Oversees preparation, and
mnitcrs execution of requisitions for office ard
ofticial residence maintenance. Performs work ralated
to receipt, storage and issuance of all supplies,
firniture, and equipment. Operating Expense funded.

Secretary/Administrative Asst, (US) - Works part-time
performing secretarial functions such as typing and
filing, Ozganizes and maintains official reference
library. Performs administrative tasks as required by
Executive Officer. COperating Expense funded.

QFFICE OF HMAN RESCURCES DEVELOPMENT

Buoation Adviser (US) -~ Respensible for monitoring,
isplenntation, and preparing project implementation
documents fr Rural Primary Education Improvement
Project. Additicnally, prepares rxoject status reports,
bDuxiget projections, ard assists GOG officials in
necessary nmodifications to the project. Cperating

Expersae fimded,

Secretary (FN) - Same description as under Program
Office. Operating Expense funded.—-.

Training Specialist (FN) - In enjunction with
Non-Formal Education Project, analyzes past curriculum
develcorment, advises on imwovement in cxrriculum, and
assists in develorment of axdiovisual mmterials. While
anducting training needs assesment, develops and
implements training activities. Program funded. FY
19686 cnly.

Mninistrative Consultant (FN) - The Administrative
Conmiltant for the Non-Pormal Bducation Project is
regsponisible for advising project perscrnel in all
aspects of plamning, budgeting, and superviaion of
perscmel. Oversees administrative aspects of
NHon-Formm) Bducaticn Offices in Guatemala City,
Quezaltenango and Salama. Program funded.

Technical Assistance Coordimatar (FN) ~ Respansible for
coordinating the work of all short-term and long-term
cnsultants for the Non-Formal Education Project.
Ayproves all work plans prepared by conmsultants,
xnitors their project implementation activities, and
prepares final evaluation reports on technical .
assistance services., Program funded.

[
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FY 1987 AN, DIMGET SITMISSICN
TAYE VIII = FY 19806
ORGANIZATLON = AID GUATIMALA

EPESE CATECORY

U.S. DIRFCT HIRE
U.5. CITIZINS BASIC PAY
PT/TEMP U.S. BASIC PAY
DIFFERENTIAL PAY

OTHER AID/W FUNTED 0.C.11

OTHER MISSION FUIDED 0.C.11

EDOCATION ALLCHANCES
RETIREMENT ~ U.S.

LIVING ALLLVANCES

OTHER AID/W FUIXCED 0.C.12

OISER MISSICN FUNDED 0.C.12

PCET ASSIGNMENT - TRAVEL

" POST ASSIGQMENT - FREIGHT

HQME LFAVE - TRAVEL -
HOME LEAVE - FREIGET
-FEIUCATION TRAVEL

R AND R TRAVEL

ALL OTHER QUDE 215 TRAVEL

FOREIGN NATIQNAL [H
BASIC PAY

OVERTTME, HOLITAY PAY
ALL OTHER CCCE 11 - FN
ALl, OTHER QUL 12 - N
. BENEFITS FORMER FN PERS.

CONTRACT PERSCMNEL
PASA TECHNICIANS

U.S. PSC - SALARY/BENEFTTS

ALL OTHER U.S. PSC COSTS
P.N. PSC-SALARY/BENEFITS
ALL CTHER F.N. PSC CCSTS
MANFCWER. QONTRACTS

JXC COSTS PAID BY AID/W

HOUSTNG

RENT

UMTLITIES

RENCNATION AND MAINT.
CUARTERS ALILCANCE
PURCHASES RES. FURV/EQUIP.
TRANS . /FREIGIT-COCE 211
SECURITY GUARD SERVICES
CEFICIAL RESIDEMXE ALLCW.

REPRESENTATION ALLOWRNCE

P.C. O0.C., FNDED FWDED BUDGET
U100 — 1,328.0 xoox  1,328.0
g0l 110 973.7 - 973.7
moz 112 —- - -
U103 116 125.8 - 125.8
mo4 119 - - -
U105 119 e - -
W06 126  4l.4 = 41.4
wmoe? 120 53.3 -, 53.3
mos .. 128 -y - -
moe 122 45.0 - 45.0
U0 129 12.7 - 12.7
0111 212 7.0 - 7.0
mi2 22 29.0 - 29.0
m3 212 - 9.6 - 9.6
al4 22 6.6 - 6.6
mis 215 T 3.1 - 3.1
mlée 215 10.8 -y 10.8
ul7 215 10.0 - 10.0
moo - 504.2 xxxxxX 504.2
U201 114 423.2 - 423.2
202 15 10.5 - 10.5
Um3 119 300 - 3.0
m 129 a-s b g 67'5
U205 13 e
w0 — 168.5 xxxxx 168.5
U301 288 - - -
|@o2 13 74.6 -y 74.6
U303 255 - - -
U304 113 93.9 - 93.9
u30s 255 - -y -
m 259 -, - - - b’ Tomd
U307 113 - - -
0400 — 415.4 xooxx 415.4
B0l 235 19.8 e i9.8
Ud02 . 235 2.0 - 2.0
0403 259 1 .9 b’ S 1 09
U404 127 197.4 = 197.4
mm 22 21 .5 - - 21 .5
V407 259 4.3 -y 4.3
V408 254 1.2 —y 1.2
0409 252 1 03 _—e 103

mlo

17.0

1H

4
0000000

L . ‘:
o :D hwwn
o

3

]
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FY 1907 NRUAL PUDGET SITMISSION

DXIAR TRUST TOTRL
EXPRISE CATEGORY r.c. 0.C. HNNOED FRMED BUDGET
CFFICE COERATIONS Us00 — B19.7 xooxx 89.7
uso1 24 57.8 - 5.8
m w m 15.1 - 1501
BUTLDING MAINT/RENCON/ oS3 259 16.0 - 6.0
CFFICE FURN/EXQUIP Us04 210 186.0 -y 186.0
mm m 312 41.5 b’ 2ol ‘1.5
OTHER EQUIPMENT os06 09 3.0 - 3.0
FURN/EQUIP/VEHICLE REPAIR/
MAINT USO8 259 48.0 e~~~ 480
QOMMINICATIONS usos .230 52.4 ~oe 52.4
SEQURITY GUARD SERVICES us10 259 36.8 S 3.3
PRINTING 3381 24 24.6 s M.o
RIG/I1 CPERATICNAL TRAVEL 0512 20 - - L e
SITE VISITS-MISSICN PERS. =13 210 5.3 . g $.3
STTE VISITS-AID/W PERS. Usl4 210 29.6 —- 2.6
INFORMATIOY MEETTNGS usls 210 15.1 - 5.1 .
TRAINDYG ATTENDANCE U516 210 %.8 - 9.8
COFERENCE ATTENDANCE usl17 210 2.0 - 2.0
OIHER CPERATIONAL TRAVEL s 210 2.2 - 2.2
* SUPFLIES ARD MATERIALS os19 26 76.2 - 2.2
FAAS S0 257 a8.0 -y 38.0
CONSULTDG SVCS = CONT. us21 259 e L
m/m.m - CONT, us22 259 b Lag - -
SPEC.STUDIES/ANALYSES CONT., US28 259 - - -
ALL OIXER COLE 25 24 255 125.5 - 138.5
TCIAL 0.2, HIGET . 3.25-0 ™Sl 3.23.3
mm . ) 1.2‘35.8 - lpmoa
CPER. BUDGET RECXJIIREMENTS 2,000.0 - 2,000.0

2,000.0 - «.~ 2,000.0

é

OIHER INFORMATION:

Dollar remuiremsnt for local amwrrency costs $902.0
Exchange rate used (as of March 31, 1985) ' .87 o Usk1.00
Estizated Wage Increases - FY 1985 to FY 1906 0% '

Estipated Price Incraases ~ FY 1985 to FY 1986 5% o 10%

PEEE RRARAN..cux RHRY HRERRERE B
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FY 1987 ANWAL, RUDGET SUTMISSION

TABLE VIII = FY 194

D GUATEMALA

QRGANIZATICN -

EXPENSE CATEGORY

U.S. DIRECT HIRE
.5. CITIZIS BASIC PAY

PT/TEMP U.S. BASIC PAY

DIFFERENTIAL PAY

OTHER AID/W FUNDED 0.C.11

OTHER MISSIQN FUNDED O.C.1ll

EDUCATION ALLCWANCES
RETIREMENT ~ U.S.
LIVDXG ALLOWANCES
OTHER AID/AV FIRDED 0.C.12

OTHER MISSICQN FUNDED 0.C.12

PCST ASSIGNMENT - TRAVEL
POST ASSIGRMENT -~ FREIGHT
BOME LEAVE - TRAVEL

HOME LEAVE ~ FREIGHT
EIUCATIQY TRAVEL

R AND R TRAVEL

Arl, OTHER CCTE 215 TRAVEL

FOREIGN MNATTONAL DB
BASIC PAY

OVERTIME, ROLIDAY PAY
ALL OTHER CCCE 11 -~ FW
. ALL OTHER COTE 12 - N
BEREFITS FORMER I PERS.

CONTRACT PERSCNNEL
P TEGINICIANS

U.5. PSC - SALARY/BENEFITS

ALL OTHER U.S. PSC CCSTS
P.N. PSC-SALARY/BENEFITS
ALL OTHER F.N, PSC COSTS
MANFOWER CORITRACTS

JCC CUSTS PAID BY AID/W
BOUSDNG

FENT

UTILITIES

RENOVATION AND MAINT.
CUARTERS ALLCWANCE
PURCHASES RES, FURN/EXQUIP.
TRANS. /FREIGIT-COCE 311
SECURITY GUARD SERVICES
OFFICIAL RFSIDENCE ALLCW.
REPRESENTATION ALLCWNANCE

DOLZAR TRUST ° TOTAL

P.C. 0O.C. FNDED FUNDED BUDGET
mo0 wox 1,592.7 x=xxx 1,592.7
U101 110 1,004.4 - 1,004.4
moz 1.12 bt Tol et 2 e
0103 116 130.1 - 130.1
mo4 119 ey —.= e
U105 119 - - -y
o6 126 56.4 - 56.4
Ulm . ]-20 50.5 - 50.5
mos 128 - -y -
mee 129 47.3 - 47.3
mio 129 25.0 - 25.0
nir 212 35.0 - 35.0
mlz 22 134- 0 bt 134- o
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307 113 had bl b e
V00 — 368.3 xooxx 368.3
m . 235 1908 bt Sond 19.8
B402 235 2.2 - 2.2
0403 259 2-1 - 2.1
‘0404 127 197.4 -y 197.4
0405 311 93.8 -, 99.8
U406 22 3.9 - 39.9
vao7 259 4.6 - 4.6
0408 254 1.2 et Tl 1-2
p4a0e 252 1.3 - 1.3
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FY 87 ANNI, DUNGET SUPMISSION
VIII = FY 1987 (eant 'd.)

ZATION «~ AID GUATE

DOLIAR

EXPENSE CATEGORY 2C. 0oC Fram
OFFICE OPERATICNS U0  —  663.6
& sl 234  55.1
UTILITIES W2z 24 - 166
BUILDING MAINT/RENOV/ uso3 259 16.8
CFFICE FURN/EQUIP US04 20  10.0
VEHICLES US05 312 0.6 °
OTHER EQUIPMENT US06 319 1.9
TRANSPORTATION/FREIGHT uso7 22 8.7
FURN/ECUTP/VEHICLE REPAIR/

MAINT o508 259 49.9
COMMNICATICNS U9 230 8.3
EECURITY GUARD SERVICES US10 259 40.5
PRINTING wu M S
RIG/II CPERATIGNAL TRAVEL U512 210 -
STIE VISITS-MISSIQN PERS. U513 210 5.8
STTE VISITS-AID/W PERS, US4 210 32.6
INFORMATION MEETINGS U515 210 16.6
TRAINING ATTENDANCE w6 20 0.8
CONFERENCE ATTENDANCE Us17 210 2.2
ONER CPERATIQWAL TRAVEL  USI8 210 2.3
SUPPLIES AND MATERIALS US19 26 84.5
FAAS us20 257 4.8
CONSULTING SVCS ~ CONT. Us21 259 .-
MGT/PROF. SVCS - CONT. w2 259 -
SPEC.STUDIES/ANALYSES CONT. US28 259 -
AL OTHER CXE 25 w24 2539 47a
TOTAL O.E. BUDGET 3,419.7
RECCNCILIATICN : 1,284.1
CPER. BUDGET RECUIREMENTS 2,135.6
636C RECUIREMENTS Us0 X2 =
TOTAL ALLOW. RECUIREMENTS U000 2,135.6

OTHER INFORMATION:

Dollar repvirement for local cnrrmqrmltl
Exchange rate used (as of March 31, 1985)

Estimated Wage Incroeses -~ FY 1966 to FY 1967
Estimatcd Price Increases - FY 1986 to FY 1987

TRUST TOIAL
FUNDED BIGET WITS
XXX 663.6 X0RXX
- 9.1 XOCEX
-y 6.6 DoKX
- - 15.3 XX
—.- m.o m
-y 3.6 XXX
- 1.9 XXX
. 8.7 b= - -
- 6.9 m
- - ) m b o ved
-y 2.5 x0ee
- 7.5 20000
- [ 9] 125
- - . u.s 18
- " 16.6 15
oy ]D.B S
- 2.2 1
— 2.3 1
- 4.5 XXX
- 4.8 oKX
- e -y 00X
- - - - 200X
-y e - - XXX
- M7.1 XXX
-~ 3,419.7 XXX
-  1,204.1 XX
- 2,135.6 XXX
- - - - povod
o Send 2.15.6 0000
$967.0
.87 to Us$1.00
%
53 o 10%
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OPERATING EXPENSE CONTRACTS BY FUNCTICN QOUDE:

RAmction Code 302 - U.S. PSC Salary/Benefits

- Bhcation Advisor
- Secretary/Admin. Assist, (Part-time)

Punction Code 304 - P.N., PSC Salary/Benefits

6 Secretaries (cme of which is part-time)
4 Clerk/Stenographers

1 Qlerk/Typist

1 Supply Assistant

1 Macro Econcmist

1 Agricultural Econcmist

1 Agricultural Engineer

Description of sccpes of work for the above omtracts
rovided in Schaduie C under Mission Management., Mission
does mot forsee any contracts under Punction Codes 301, 206,
307, 521, 522, cr 523 for either PFiscal Year 1986 or 1987.

[
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(Total cost figures represant 60% of actual cat, as UBRAID
Gatesnls and FOCAP co~-finance all NXP proaxeasnt, with

USAID funding 60% and ROCAP 40%)
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MECTION I'TMM AND WNIT - TOTAL
e QUANTITY aosT QCST
S05 3 subxrzhans or similar 17,000 30,600
506 4 Alr Cord., 600 1,400
10 Fans 65 500

1,900

TOTAL FY 1987 0P 142,300

All NP purchases for both Fiscal Year 1986 and 1987
represent replacement items.

1

L]



ANNEX ONE .
OVERVIEW OF THE ECCNOMY OF GUATEMALA

This annex has a three-fold purpose: (1) to update the
macroeconomic overview presented in the 1986 CD§S; (2) to de-
scribe economic policy reforms that have occurred over the past
year; and, (3) to provide additional background to the discus-
sion of the structural problems of the Guateaalan eConomy pre—
sented in the body of the ACTION PLAN. ‘

Introduction

The Guatemalan economy has been typically viewed as one
of the heaithiest in Central America, with jits relatively 4ij-
versified productive base and resource endowment, historically
low inflation and external debt, and conservative fiscal man-
agement. Bowever, In recent years, poverty has increased as
real growth rates have fallen below the level required to main-
tain per capita incomes. The current econcaic crisis has its
roots in external £forces, particularly the world recession of
the esarly eighties, slow growth in traditional coamodity prices
and regional political instability. The traditional wisdoa bas
been that when external factors turned around, the Guatasalan
aconozy would be poised for a strong recovery. For example,
the PY 1986 CDSS for Guatesala notes:

“Guatemsla does not face the same sagnitude of external
financial problems and foreign debt burdens that plague
its Central Axmarican neighbors. ... It does not suffer
persistent and intractable deficits in its public sector
finances as do Costa Rica and Bonduras. ..." (p. vii).

Such sanguine appraisals are no longar accurate. The
depth and duration of the current econcmic crisis are persuva-
sive evidence of internal, structural constraints to growth.
Without far-reaching policy refora, Guatesmala, despite its ad-
vantages, will lag behind its regional neighbors in econoaic
recovery. For example, in 1984, Guatemala's prelisminary re-
ported resl increase in GDP was 0.2%, less than any other coun-
try in Central Aserica, including Nicaragua. Per capita real
GDP feli for the fourth consecutive year, retreating in 1984 to
nearly satch the 1971 level. The prognosis for 1985 is, at
best, another year of near-zero resl growth, with a further
decline in income per capita. -’

There is an even greater cause for concern. It is becoms-
ing evident in this pre-election period that one possible out-
come of both the national dQialogue and the economic crisis is
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an inadvertent movement away f£rom progress toward increasing
the participation of the poor in Guatemalan naticnal develop-
aent. Most of the proposals submitted as part of the national
dialogue call for decreases in the nonsalary operating budget
and the public iavestment Dbudget of the government. Not only
would such moves reduce the construction of necessary social
and public infrastructure, especially in rural areas, but they
would also put counterpart funding for USAID projects in dan-
ger. Some proposals call for tax decreases, most of the rest
for no tax increases. Conspicuous by their absence are rescom-
aendations for policies and programs to improve the welfare of
the rural pocor. .

In this sense, AID's policy leverage through provision of
ESPF rescurces may have a more important long-term effect than
easing the pain of necessary econcomic reforms. By focusing the
policy dialogue on preservation of an iavestment budget which
prosotes growth with squity -~ funded by a more equitable tax
system -— a long-term commitment to rural development by the
Government of Guatemala can be reinforced. In the short-term,
the use of local currency for USAID program counterpart or to
preserve spacific public sector investments c¢an provide a
counterweight to the universal tendency to depart from equity
goals during times of severe economic crisis.

General Cverview

Over the period 1982-84, the Guatemalan recession bot-
tomed out (Table 1), with a small positive growth in GDP estim-
ated for 1984, Eowever, manufacturing output remained stagnant
while construction continued to slump. Agriculture showed a
slight increases.

Private sector investment continued to decline, falling
from 12% of GDP in 1978 to 7% in 1982 to 5.5% in 1984. A still
further decrease is anticipated in 1985, Credit from the bank-~
ing system to the private sector expanded very little in real
tarms in 1983-84, and only an 8.9% nominal increase is proj-
ected for 1985. Public sector austerity programs have forced
an even mors drastic slowdown in public investment. Overall,
the real reduction in capital formation will handicap future
economric expansion.

The ¥Y 1986 CDSS noted that “Guatemala has been spared
high rates of domestic inflation."” The introduction of the
parallel exchsnge aarket in late 1984 will temporarily end Gua-~
tepala's reprieve. Domestic prices of imported goods (with a

slight lag) are jumping in line with changea in the parallel
rate, which has doubled from Q.1.40 to Q.2.80 per dollar from

November 1984 to May 1985, However, price’ increases of about
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Guatexmala GDP by Sector of Oriqgin and Expenditures

(In 1958 0's Millions)

Prima Production
IEricuItu:e

Mining

Seconda Production
) Hinuincturing
Construction .
Public Utilities

Services
Transport
Commerce
Pinance
Bousing
Public Admin./Def.
Other

Gross Domestic Product

(Mamo: Annuval Real
Growth Rate)
Imports of Goods
and NSP

Exports of Goods
and NSP

Plus:
Less:

Domestic Expenditure

Consumprion
Fr;vatc

Public

Investaent
rivate
Public

Stock Adjustment

Source:

= Prelimina
E = Batinatcdry

S of 13

GOG
1982 1983 1984p 1985e
775.2 247.9 754.0 E.A.
9.8 10.8 9.5
102.9 76.8 63.0
51.9 51.5 52.6
1,612.2  1,594.0  1.606.0 H.A.
=93 "
793.0 262.8 765.1
109.7 107.1 109.0
145.4 149.2 152.2
176.7 187.6 109.0
188.1 186.6 189.5
3,017.3  2,936.3  2,943.5 2,983.7
-305 -2.7 0‘2 1.‘
334.3 269.2 284.4 269.2
510.2 454.7 452.1 495.9
2,841.4  2,750.8  2,775.8 2.757.0
2,509.7  2,480.5  2,504.7 2,535.9
I 4 - r - - F i 93-2
229.5 232.8 "234.2 24207
355.8 259.4 247.4 247.4
158.9 107.9 85.7 87.3
-2‘01 10.9 23.7 "26.3

Banco de Guatemala.
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108 (since the beginning of 1985) are reported even for domes-
tically produced staple foods. In 1984 the maintenance of the
fixed exchange rate kept the price level steady at the expense
of output. The new axchange policy will occasion a one-time
increase in prices, likely to contribute to an inflaticn level
of about 15-20% in 1985,

External Sector

The FY. 1986 CDSS notes that Guatemala's chances for im~-
proved growth rates during the remainder of the 1980's rest
with greater emphasis on production and export of nontradition-
al products, as prices for traditional export commodities are
expected %o remain stable over the medium term. For 1984-8S5,
this observation holds true, as shown in the breakdown of major
commodity exports given in Table 2. In 1985 traditional agri-
cultural products will still acccunt for about 58% cof Guatema-~-
lan exports. However, increases in noatraditional agricultural
and manufactured exports to the CACM countries are not likely
to attain high rates of growth until greater economic prosperi-
ty returns to the region. In the near term, the greatest op-
portunity for the export sector lies in increased access to the
U.S. and other free world markets. '

Overall, the nodest improvement in Guatemala's external
accounts in 1983 was reversed in 1984, with the current account
deficit increasing from $223.9 million to $313.7 million. (See
Table 1 of main text, p. ll). This downturn was in part due to
an expansion of imports, and a rsduction in net service ex-
ports.  Significant in the latter was a further drop—-off in
income from tourism, once a major scurce of foreign exchangse.

The 1984 capital account experienced some improvement
over 1983, Private sector capital flight continued but was
more than compensated for by official capital inflows, particu-
larly short-term credits.

An additional source of weakness in the balance of pay-
aents position is the heavy debt service burden expected to
persist over the near term. Short term official borrowing in
1981~83 has raised the ratio of debt service payments to export
earnings to an estimated 38% in 1985 and 47% in 1986.

The Bank of Guatemala's projections for 1985 indicate a
current account deficit of $192.2 million, matched by a capital
account surplus of the same amount. Some of the assumptions
underlying these estimates appear overly optimistic, and were
adjusted downward in the USAID projection. Specifically, USAID
and Bank of Guatemala projections differ on the following as-
sumptions: .
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TABLE 2

Guatemala FOB Exports
1983-85

(Millions of U.8. £'s)

' GOG 1/

_ 1983 1984p 1985 e

TOTAL . 1,081.7 1,139.3 1.269.1
Central America 320.9 295.0 350.0
Rest of the World 770.8 844.3 919.1
Coffee 308.6 356.5 370.3
Cotton 67.4 72.0 86.8
Sugar -95.3 71.3 56.4
Bananas 53.5 55.1 71.3
Meat 15.6 12.7 13.3
Cardasca 59.4 97.§- 104.0
Petroleuna 60.0 34.3 1.0
Other 110.8 145.0 186.0

1/ The USAID estimate of 1,226.3 reflects a downward estimate
of the rate of increase of exports to the CACM, and a lower
estizmate of non-quota sugar prices.

Source: Bank of Guatamala
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(1) The Bank of Guatemala assumes a 21% increase in non-
agricultural exports; USAID assumes this increase will only be
13%, due to the slow recovery in the CACM countries and the
production disruptions in Guatemala resulting from foreign ex-
changs shortages and power failures.

{2) USAID assumes a slightly lower price for nongquota
sugar.. .

(3) The Bank of Guatspala assumes a 220% increase in
tourisa earnings; USAID assumes 50%. There is evidence that
tourism to the capital has increased somewhat, but travel to
arsas outside Guatemala City is still =minimal.

(4) The Bank of Guatemala assumes a dramatic reduction
in capital flight; USAID assumes the same nominal level in 198S
as 1984.

(5) The Bank of Guatemala assumes a stand-by agreement
with the IMF in 1985; USAID does not.

The USAID assumptions dJdecrease the overall balance by
$162.0 million. Since The Bank of Guatesmala projections list
sources of financing for the entire $192.2 projected current
account deficit, the additional $162.0 million can be ccnsid-
ered the “unfinanced balance”. When neoncompensatory credit
sources {(e.g., the IDB industrial recovery locan) are separated
.out, the USAID projection of required compensatory financing
for 1985 is $374.1 million. 1If this financing is not available
through donors or commercial lenders, a reduction in importas
(and national output) is the likely ocutcome. The heavy ra-
quirement for compensatory financing is likely to be a tempo-
rary need, decreasing substantially as short-term obligations
are paid or refinanced and as the economy recovers.

The major policy change in the external sector in the
past year was the introduction of the parallel exchange market
in November of 1984, The system has evolved into three tiers,
with the sipultanecus existence of "the official rate” (Q.1.00
= $1.00), "the interbank rate” (in May 1985 at Q.2.65 = $§1,00)
and the "street rate” (in May 1985 at about Q.2.85 = $1.00).
The divergence between interbank and street rates Teflects in
part the scarcity of foreign exchange available £for sale in
banks. Another interesting characteristic of the system which
has svolved is that, on a given day, the exchange rates offered
can vary among commercial banks between about Q.2.00 and Q.3.00
per dollar.

The exchange system preserves a list of essential commod-
ities which can be imported under the official rate. These
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comnodities include fuel, some basic foods, and certain agri-
cultural inputs. Official credit and debt service also pass
through at the official rate. The supply of official rate for-
eign exchange comes from the export of gQuota coffee and sugar,
bapanas, cardamos and petroleumn. Producers of cotton and non-
quota sugar can currently exchange 208 of their earnings at the
- parallel rate. Por producers of all other commodities (the
"pontraditionals”) this rises to 508, with the exception of
nonquota coffes whose producers can exchange 1008 of their re-
ceipts at the parallel rate. It is important to note, however,
that akility to exchange dollars at the parallel rate does not
mean that the producer may retain his foreign exchange. Conse-
quently, exporters go through the same difficulties as other
producers and consumers in gaining foreign exchange for imports.

As noted in the main body of the text, a CIE study esti-
mates 8 78.8 million dollar shortfall in the supply of official
rate dollars for essential imports and dedbt service. This con-
clusion is supported by the current difficulties of the Govern-
aent ©of Guateamala is having in meeting payments for essential
imports. ’

.Public Sector

The FY 1986 CDSS notes that equilibrium in publice fi-
nances was one of the first casualties of the recession. It
has become increasingly apparent, however, that the primary
source of the continued public sector deficits is not the re-
cession, but serious inefficiencies in the tax systes itself.
The dapth of the problem has been masked through aspplication of
stringent austerity programs, which have maintained the deficit
as 2 relatively small percentage of GDP. 1If pudlic sector sal-
aries had not been frozeo over the past few years, if operating
expenses were not cut to a level which is damaging to producti-
vity and if thas capital budget had been preserved at real 1982
levels, the 1984 public sector deficit would have exceeded 6.43%

of GDP,

Table 3, an update of CDSS table 3, presents msore recent
data on the financial operations of the Guatemalan Governaent.
The table notes the decline of tax revenues, over four consecu=
tive years, falling by approximately 6% in 1983-84 alone. As a
percentage of GDP, Guatemalan tax rsvanues have fallen fros
9.7% in 1979 to 5.3% in 1984.

Before 1983, the Guatemalan tax systea was criticized for
its inelasticity and its high degree of dependence on specific
trade taxes. A tax reform was carrjed out in 1983 whose sajor
components were (1) the introduction of a 108 value added tax,

which replaced the stamp tax; (2) phasing out of export taxes
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on traditional products; and, (3) the elimination of the stamp
tax on bank loaas. The purposes of the.reform were to increase
tax revenues and improve incentives for. private sector invest-

ment and export.

Anticipated revenue increases failed to materialize due
to the recession, and to modifications in the tax legislation,
including a reduction in the VAT rate from 10 to 7 percent, and
an increase in the nunber of exempted commodities., For exam~-
ple, revenues from the stamp tax decreased by Q.149.3 million
from 1983 to 1984 aa a result of the reform. VAT collections,
which were to replace this revanue loss, only grew by Q.98.0
million.

In 1984, several marginal changes were nade to improve
the tax system. A ninimum excise tax on alcoholic beverages
was established in Pebruary. A reduction was made in the nunm-
ber of imported products exempt £from the VAT in October.
Still, Guatemala remains the country with the lowest tax effort
in Central America 1/ with a level of public revenues that has
severaly handicapped the effectiveness of necessary public sec-
tor functions and which will limit the pace of future economic

gr owth.

Caxtainly, the current economic crisis calls for public
sector austerity, including elimination of unnecessary expendi-
tures and postponement of nonurgent projacts., However, it is
clearly evident that continued cutbacks in face of declining
tax rsvenues sre reducing the Government of Guatemala's ability
to maintain basic essential public services and provide for
growth. In real terms, the public investaent budget has fallen
by 60% since 1982. Operating expenses have been cut to such a
bare mininum that government workers lack the supplies, per
diem and gasoline to carry out effectively programs in support
of rural development., Public sector employees have received no
significant wage increases since 1976, resulting in an inabili-
ty to recruit gqualified professicnals and technicians.

1/ In 1983, the Central American countries showed the fol-
lowing ratios of tax revenues to GDP: Guatemala .063, El
Salvador .112, Bonduras .120, Panama .l151, Costa Rica
«155, Nicaragua .222, '
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Table 3
GUATEMALA: FINANCIAL QPERATIONS QF THE CENTRAL GOVERMENT
-_— .-
(Q Millions)
19680 1981 19682 1983 1964 1/
Qrrent Accoant 93,2 13.0 19.8 =7.2 -81.3
Fevenuss 7R7.3 " 730.6¢ TH.E "I "4l
Exponditures 654.1 727.6 710.0 721.2 735.4
Q%m mt .‘6107 -6&.6 -m:z -mc‘ -m-3
a., IIE I.! IO’ »
Expenditures 462.4 652.4 431.5 316.9 210.9
-&.s 637.5 m.‘ -85.2 -'”los
m net 92,9 1T B2 THI .
Dxm. Financing, net 275.6 535.5 315.2 196.1 246.1
Of which Central Bank credit (241.0) (400.0) (178.0) (—) (=)
Mamo Items
Daficit as & of GDP 4.7 7.4 4.7 3.3 3.1
FOSSIBLE SCEMARIO _2[
19685 1966
Qrrent Account =55.4 -41.0
Revenues L1 %0
Expanditures 709.5 740.0
u.‘ I.a
Expenditures 231.0 200.0
Overall Balarce =285.8 =240,0
1/ Prelininary

2/ Based an projecticns by N. Peralta Donis, Haticnal Budget Director, re-
ported in Prensa Libre, May 25, 1985

Source: Central Bank and Ministry of Finance
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Two public finance issues will require further analysis
during preparation of the PAAD, PFirst, more understanding is-
needed of the axisting tax system: whether its failure is due
to the ‘legislation itself or a lack of commitment tc enforce-
ment; and whether a new reveanue package would have most success
by simply raising of the rates of selected existing taxes,
e.g., the VAT or through the introduction of new taxes. Sec-
ond, the public sector budget must be scrutinized in greater
detail, so that the impact of austerity programs on specific
public sector investments supporting development may be as-
sessed.

Recent Developments: The IMF Consultation, the “April

Reforms" and the National Policy Diaiogue

In 1983, the Government of Guatemala negotiated an IMP
stand-by agreement covering the l&é-month period from Sepcember
1983 through December 1984. The key features of the structural
adjustment program were: (1) revision of the tax system; (2)
control of public expenditures; (3) moderation in expansion of
banking system credit; and, (4) reduction in arrears to foreign
¢creditors. Nevertheless, the nid-1984 IMP staff appraisal of
Guatemala's progress toward program objectives was negative,
even though the Government of Guatemala generally met all cri-
teria except the revenue targets. The stand-by agreement
lapsed with approximately $60 million in credit undisbursed.

Another Article IV comsultation was held in spring of
1985, Partly related to the IMP visit, a stabilization package
was announced in early April,

The April policy changes, although certainly not without
flaws, were extensive, covering fiscal, monetary and exchange
rate legislation. As a package they represented a serious step
toward structural adjustment and a basis for a new agreement
with the IMF. The list of policy measures included:

FPiscal Measuras !

-~ A 15% selective consumption tax on goods produced in
Guatemala or Central America.

— A 50% selective consumption tax on goods imported
froe other countries,

- Incriéled taxes on alcoholic Dbeverages and soft
drinks.

-— A reduction in the number of commodities sxempt from
the VAT,
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-=- Export taxes for coffee, beef, cotton, sugar,
shrisp, live cattle and cardamoa. )

Comment: the Government published no projections of the
likely revenue effects of the new taxes, and there was insuffi-
cient detail on the new measures for accurate USAID estimates
to be prepared.

Exchange Measures

-— Export Earnings from 50 percent of quota cotton and
coffee to be ligquidated at the legal parallel rate (in place of
the official rate of one-to—one);

-- Establishment of exchange law viclations as a pun-
ishable crine.

- Requiring that exporters of cardasdtm turn over their
foreign exzchange earnings to the banking system by
45 days after embarkation.

Monetary Measures

=~ An increase from 12% to 16% of the commercial bank
interest rate ceiling on loans.

~= An increase from 9% to 13% on the deposit rate ceil-
ing for commercial banks.

-= No net increase in Central Bank financing for the
1985 public -sector deficit; rather, the Government
would rescrt to debt bond issues;

— An increase in reserve requiresents.

The attached article {(in Spanish) provides some additico-
al details on the peolicy package.

The policy initiative was shurt=lived. Public opposi-
tion, particularly by the private sector, was strong. Little
in the way of prior consultation or preparstion of the public
for austerity measures had occurred and the governament found
jtself quite isoclated on the issue. Several days after the
package was announced it was not modified or revised, but re-
scinded entirely. This asction greatly disminished the possibi-
lity of an 'IMF Stand-by Agreement this year.

A national policy dislogue was opened to evaluate slter-
native proposals to solve the economic crisis. Most major po-
litical groups, including private sector organigations, univer-
sities- and labor unions, have announced their recommendations
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for policy changes. One outcome of the process will be further
public spending cuts in the range of Q70-100 nmillion, but it is
unclear whether revenue improvement measures will be agreed

upoo.

Despite the lack of urgency in the way Guatemala's se-
rious aconomic problems are being dealt with, a very positive
aspect of the national dialogue is that numerocus diverse groups
in the economy have bheen supplied a forum to present their
views., As e¢xpected, the analysis supporting mosat of the pro—-
posals is quite uneven and there has been a lack of distinction
between national interests and the individual concerns of each
group. A final weakness in the process is the lack of input
from small farmers or Indians, who make up the majority of the
population.

In summary, the current economic crisis in Guatemala is
critical. Without serious commitment to structural adijustment,
the new governaent will preside over a stagnating economy in
which poverty levels are deepening. USAID has an iaportant
role to play at this Jjuncture, in directing ESF resocurces --
conditioned on necessary policy reforms =-- toward easing the
resulting social and economic costs., Both ESF and DA resources
will reinforce the new government's commitment to rural devel-
opment. The success of the USAID prograz should help attract
additional resources for Guatemalan development, both from oth-
er international donors and from private sector investors,
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