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INTRODUCTION

The FY 1981 ROCAP ABS contains our requirements for con-
tinuing regional programs in Central America which:

- address common problems and provide regional solutions,

- work through competent regional institutions committed
to work with national entities,

- reflect high priority development issues,
- utilize national delivery systems,

- combine with other regiconal and national efforts in a
cost-effective and feasible approach, and

- do not duplicate or bypass national institutions or
efforts.

The program continues to emphasize, within the assigned
budget limits, projects in rural development and newer global
concerns. In addition, ROCAP is proposing several new initi-
atives which exceed the budget guidelines, but which reflect
the policy guidance received in CDSS reviews and other fora.
7his includes a proposal to foster the exchange of special-
Zized CA technical expertise among Central American countries
:hrough the creation of a "Fund for Horizontal Cooperation",
and a major effort to promote and expand small and medium
industrial exports outside the CACM,

ROCAP is closely following the current developments
within the region and is working with the individual Central
American USAIDs in assessing the changing CA development en-
vironment. As circumstances dictate, ROCAP will wish to re-
view and revise the programs proposed in this document with
a view towards examining emerging priority reguirements.

o
Ronald F. Ven&zia
Acting Director
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EXPLANATORY ANNEX TO TABLE III

Change (+ or -)
Project No. (5000)

Decision Unit ROCAP

Explanation of Change in FY 1980 Funding Level

Agriculture, Rural
Development and

Nutrition
0065 + 200
0077 +5100
0083 + 665
0089 - 300
fducation
0093 + 240

Selected Development
Activities

0030 + 100

Deferred from FY 1979 due to pipeline.
Not shown in 1980 C.P.

Increase per PP approved subsequent to CP
submission

Replaces 0086 in 1980 C.P.; initial project
design calls for lower cost during initial

investigation phase of project; however,
this figure may need to be increased.

Not shown in 1980 C.P.

Not shown in 1980 C.P.
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NEW FY 1979 PROJECT NARRATIVE

596-0089 Woodfuel Alternatives

Proposed fundingi/: {FN) FY 1979 $100,000

FY 1980 200,000
FYy 1981 250,000
FY 1982 350,000
LOP 900,000

Purpose: To introduce and promote cost-saving applications
of appropriate renewable non-conventional energy systems or
technologies for low-income rural and urban households, com-
nunities and small industries,.

Description: The traditional use of woodfuel in Central Ame-
rica has been rising at an annual rate of about 5.,7% since
1966. Woodfuel is the major energy source for small indus-
tries, and heating and cooking by low-income groups. (Eighty
percent of the households in Central America use wood or
charcoal for cocking). Cutting wood for firewood and for
commercial purposes, as well as clearing and burning for
agricultural use, forest fires, and diseases are causing
rapid depletion of the forest resources. Wood is also getting
harder to obtain, resulting in increasing cost to those who
depend upon it as the essential cooking and heating fuel.
Although Central American governments are attempting to con-
trol deforestation, there are no coordinated national or re-
gional programs addressing the need for increasing the avail-
ability of energy for the urban and rural poor who are de-
pendent on wood or charcecal.

This ROCAP project will introduce and promote appropriate
technologies which increase woodfuel efficiency and the
availability of energy for low-income rural and urban house-
holds and small industries. The project will be designed to:
1) collect and evaluate existing local and foreign appropriate
technologies for improved woodfuel efficiency, alternative

" non-conventional energy sources, and development of woodfuel
(including biomass) lots and farms; 2} identify the most ap-
propriate and promising systems or technologies, and test

1/ Final analysis during PID design may significantly alter
the budget contained in this ABS.



and apply them in demonstration or pilot projects; 3) pro-
mote and transfer the use of successful cost-saving systems
or technologies by providing assistance to small industries
for local production of required hardware, conduct community
awareness programs, and train and assist cooperating groups
or agencies (host-government agricultural/forestry extension
agencies, PVO's, Peace Corps, etc.) to provide direct on-site
assistance to the user-poor; and 4) formulate plans with
appropriate national and regional institutions to establish
post-project credit systems and programs to expand use of
alternative energy technologies and wood lot development.

ROCAP proposes to assist two Central American regional or-
ganizations for this project. They will work in cooperation
with selected national, international, and private agencies.
One of the two, the Central American Research Institute for
Industry (ICAITI), will conduct research related to renew-
able energy and improved efficiencies; the other, the
Tropical Agriculture Research and Training Institute (CATIE),
will conduct investigations related to wood and biomass fuel
lot and farm development techniques. Both institutions have
personnel and recognized experience in these and related
fields; this project builds upon this experience.

The major issues to be addressed during project development
include 1) the probable degree of social acceptability of
new technology by end-users, 2} the range of consumer energy
cost-savings to be expected, 3) the degree of host country
government and other organizational cooperation tc be ex-
pected, and 4) the likely impact of the project in reducing
depletion of wood resources available for energy.

A PID is planned for June 1979 submission in order that the
project may commence during the current fiscal year,.



NEW FY 1980 PROJECT NARRATIVE

596-0077 Regional Seed Production

Grant Loan
Proposed funding: {(FN) FY 1980 $100,000 $5,000,000
FY 1981 75,000 -
LOP 975,000 5,060,000

Purpose: To increase the supply, distribution and utiliza-
tion of seed of high yielding varieties, primarily of basic

food crops grown by small producers, in Central America and
Panama.

Description: Less than fifteen percent of the basic food
crops grown annually in Central America are using seed of
varieties selected for high yield, ecological adaptability,
pest tolerance, high technology use responsiveness, and
gquality regionwide. Most of the region's basic food crops
are produced on small farms on which increasing levels of
technology are being applied, yet the full effect of these
increased farmer investments are not being attained since
seed of superior varieties are not generally available,.
Vegetables and other seed types are almost 100 percent im-
ported restricting producer diversification and small farm
incomes.

National governments and twenty-two private seed growers
now produce the region's available stocks. Lack of both
compatible legislation in the region and a severe shortage
of trained public sector personnel to work with private
producers restricts both farmer confidence in existing sup-
plies and regional seed trade. Stocks are limited since
private producers concentrate greatest attention to tra-
ditional crop requirements,

This project will provide regional technical assistance,
help generate compatible seed laws and train public and
private sector technicians in seed inspection, certifica-
tion, production and marketing. National researchers and
international centers developing and testing new varieties



will be linked to producers and to the CIAT/MSU technical
~capability for training and drawing upon experience in
other countries in the hemisphere. Credit for private
sector production, processing and marketing of improved
seed will be provided under the loan to expand the seed
available to small producers.

The primary problem areas identified to date require a
regionwide policy for seed production, the stimulation of
public and private sector cooperation, trade, development
of linkages between producers and users, and training and
credit for production.

These issues will be addressed at the technical level in
July 1979 as a basis for a regional Ministerial level poli-
cy development meeting scheduled for late July 1979, to be
sponsored by IICA. Upon securing the Ministerial level
policy decisions program requirements, role of the public
and private sector, trade mechanisms, etc., ROCAP assisted
by LAC consultants, CIAT and IICA will present a PID To
AID/W in September, subsequent to consultations with CAP
USAIDs.

As presently conceived technical assistance will be pro-
vided through the IICA/U. of Costa Rica Seed Center with
backstopping from the LAC/CIAT hemispheric assistance
program. Credit for seed production, processing and
marketing will go to the private sector through the Latin
American Agribusiness Development (LAAD) council, a highly
respected private development agency in Central America.
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NEW FY 1980 PROJECT NARRATIVE

596-0087 Central American Secondary Mortgage
Market Development - 596-HG-005

Proposed funding: (HIG) $25 million housing guaranty

Purpose: To provide for the strengthening and extension of
CABEI's secondary mortgage operation for the promotion and
financing of housing affordable by the urban poor in Central
America.

Description: The project description contained in the FY
1980 ROCAP ABS is accurate except that the HIG is proposed
on a two for one matching basis; i.e. CABEI will contribute
$50 million, the HIG $25 million.

A PID is scheduled for June submission.
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NEW FY 1980 PROJECT NARRATIVE

596-0090 Environmental Management

Proposed funding: (SDA) FY 1980 $100,000
FY 1981 100,000
FY 1982 300,000
LOP 900,000

Purpose: To improve institutional capacity within Central

America to protect the environment by development of coor-

dinated environmental management activities, policies, pro-
grams, and legislation.

Description: Central American environmental problems are
receiving increasing attention by public and private of-
ficials, particularly the irrational use of natural re-
sources (primarily forests) and destruction (real and po-
tential) of natural ecologic balances, resulting in in-
creasingly contaminated water resources and, of particular
concern, pesticide over and misuse. Central American
forested areas are being reduced at a one to three percent
annual rate with such ecological consequences as altered
~hydrological cycles, increased erosion, and increased flood-
ing possibility. Furthermore, recent analysis reveals Cen-
tral America to be among the world's heaviest users of
pesticides which contribute to deleterious effects on the
population, foods, and ecosystems, The principal constraints
to an ordered approach towards these problems is the lack of
institutional authority, capacity, and financial resources
of the republics, and in some cases data on the degree of
severity and areas most affected. Government agéncies
generally have ill-defined, overlapping environment regu-
latory functions, with resulting diffusion of responsibility.
In addition, enforcement of existing environmental laws is
almost impossible due to the lack of resources and/or spe-
cific standards.

Based upon a joint ICAITI, ROCAP, GTZ Central American re-
view, the proposed response is to develop a joint ROCAP/
West German project with the Central American Research
Institute for Industry (ICAITI) providing assistance to
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Central American government agencies responsible for environ-
mental control in the areas of institutional development,
manpower training and technical assistance for environmental
protection plans and programs. AID's concern will be to
promote coordinated action by the Central American republics
to avoid competition disadvantages vis-a-vis neighboring
countries within the CACM. The Federal Republic of Germany
(represented by its assistance agency, GTZ) is interested

in providing technical assistance relating to urban, water,
wastewater and solid waste pollution control, including de-
velopment of related policies, standards, and legislation,
ROCAP's participation would concentrate on assistance in
policy and program development, and sponsorship of seminars
and workshops. The direct beneficiaries from the project
will be government agencies whose planning capability will
be strengthened. In the long run, through improved environ-
mental management practices, the populace at large will be
the indirect beneficiary.

The major issues to be addressed during project development
are 1) relationship of the project to proposed related bi-
lateral USAID assistance, particularly in E1 Salvador, and
2) determination of definite support and interest by the
Central American governments in environmental management.

A PID for this activity is planned for submission later in
the present fiscal year. '
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NEW FY 1980 PROJECT NARRATIVE

596-0093 Fund for Horizontal Cooperation

Proposed funding: (EH) FY 1980 $ 240,000
FYy 1981 240,000
LOP 1,200,000

Purpose: To further regional cooperation and interdependence
through a coordinated program of Central American technical
interchange and training.

Description: Central America's five republics, in their
quest for economic and social development, face many impedi-
ments, not the least of them being severe shortages of
skilled manpower. USAID CDSS analyses confirm this constraint.
Among the solutions that the republics have evolved has been
the creation and reliance upon a number of regional centers
of excellence where scarce financial resources have been
pooled to support skilled personnel and facilities upon which
the republics can call in support of their development goals.
Some of these institutions like ICAITI and SIECA directly
depend upon the five republics for policy direction and
financing; others like CATIE, IICA, and INCAP, technically
dependencies of institutions having broader gecgraphic
responsibilities, devote the bulk of their attentions to
Central America and sometimes Panama. The Central American
republics continue, however, to face shortages of experienced
personnel to solve development bottlenecks. In many cases
these problems have been faced and resolved by a sister
Central American republics and the transfer of expertise
requires only relatively brief periods of assistance.

This project is based upon the premise - which will be

tested during project design ~ that there exists sufficient
similarity in development problems being faced by the five
republics to have created a pool of experienced, specialized
expertise which, being Central American public sector em-
ployees themselves, offer a unique and relatively inexpensive
indigenous resource. Managed by a Board of Directors com-
posed of key regional institutions, e.g. IICA in agriculture,
INCAP in nutrition, ICAITI in energy and rural development
technology, ICAP in manpower training, CABEI in infrastructure



planning and INCAE in public administration, and supported

by AID resources, this activity will develop the connections by
which the republics will be able to identify policy or pro-
gram problem areas amenable to "hands-on" resclution by
neighboring Central American experts. Fields of endeavor
will initially focus in areas supportive of AID programs,
i.e. rural development, human resources, health and nutri-
tion, technology, energy, etc., although in order to maximize
opportunities, development areas outside of AID's present
province, e.g. infrastructure planning, higher education,
will not necessarily be excluded.

The Board of Directors initial task will be to conduct a
series of surveys designed to identify substantive areas

in which the individual republics have relevant experience

to share, The activity will then sponsor a series of semi-
nars - first regicnl, and later national, to help institu-~
tionalize the exchange program by increasing recognition by
concerned government officials of those areas in which neigh-
boring Central American republics have relevant experience to
offer. The actual personnel exchange will function through
either the concerned regional institution, the Board, or
under a series of agreements whereby the parent country con-
tinues to pay salary and benefits and the fund travel and

per diem. '

Estimated costs for five years would include the annual ex-
change of 100 officials (20 per country) for one month each
at $120,000, seminars and staff at $100,000 p.a. plus con-
tingency costs at $20,000 p.a. or $240,000 annually. Issues
‘to be examined during project design include:

- interest within Central America for the program,

- existence of an identifiable technical pool upon which to
base the program,

- capability of the concerned regional institutions to manage
the Fund,

- Fund replenishment,
- legal impediments.

Pending further informal review, ROCAP proposes to submit a
PID for this activity in early CY 1980.



NEW FY 1981 PROJECT NARRATIVE

596-0088 Nutrition Information and
Technology Transfer

Proposed funding: (FN) FY 1981: § 350,000
LOP : $1,800,000

Purpose: To provide Central American and Panamanian nutri-
tion planners with pertinent information and technical as-
sistance in design and evaluation of nutriticon interventions
of all types from and through the Nutrition Institute for
Central America and Panama (INCAP).

Description: This project 1s based upon over twenty years
of INCAP experience as the region's nutrition research in-
stitution and upon the more recent expansion of its acti-
vities towards application of this experience and technical
capacity in response to nutrition analysis, planning, pro-
graming and evaluation requirements of the Central American
republics and Panama. These efforts, supported principally
by grants from the Kellogg Foundation and since 1976 hy
ROCAP, have helped the six republics recognize and better
define their nutrition deficiencies, develop national pro-
grams and goals, and organize appropriate administrative,
budgeting and technical institutional arrangements to manage
a logical and coordinated approach to alleviate nutrition
deficiencies. This proposed project, to commence in early
Fy 1981 (November 1980), will build upon the relationships
developed between INCAP and national counterparts in past
years, and will directly follow upon the terminating ROCAP
regional nutrition project.

INCAP, both as a regicnal resource and as an internatioconally
known research institution, is in a unique position to serve
as a conveyor of information, including technology gained

from its own research, from efforts undertaken in other parts
of the worid, as well as those efforts going on in the region.
This information transfer will focus on providing countries
with design, management, budgetary, and technical information
on known, effective, and low cost interventicns. This infor-
mation sharing should reduce the need for individual countries



o conduct a series of pilot programs on their own, and will
result in greater efficiencies in the efforts to improve the
nutritional status of/the target nutriticnally deficient
aopulations at risk.,™ The target group to be addressed is
therefore twofold, i.e. the nutrition planning and implement-~
ing groups 1n each country, and through them the malnourished
populations.

In order to increase its ability to provide outreach services,
INCAP has recently implemented a strategy focusing on four
major program areas: Food Sciences, Family Health, Nutrition
Education, and National Nutrition Planning. These program
areas cut across traditional INCAP staff divisions and use
multi-sectoral work groups to support specific initiatives.
This project will support the outreach efforts of these
multi-sectoral work groups as well as continuing support for
the Applied Nutrition Division in nutrition planning.

Activities to be supported by this project will help dissemi-
nate knowledge of feasible nutrition interventions in the
region and help develop regional human rescurces to manage
and evaluate nutrition interventions. Activities proposed

or information disseminated will be provided to the countries
based on experience that INCAP or others have had with inter-
ventions that offer reasonable promise of success in dif-
ferent areas. INCAP will attempt to identify those key deter-
minants or necessary conditions through which interventions
successful in one location can be applied to resclve similar
deficiencies in other areas within the region with reason-
able chances of success. Priorities will be selected based
on effectiveness, need and cost.

INCAP will expand and strengthen its capabilities under this
project to perform the following activities:

I. Technical Assistance for governmental and other groups
in the selection and design of interventions.

1/ INCAP's participation with SIECA-ECID in a related study,

"~ proposed for DSB financing, on the food consumption ef-
fects of alternate agricultural sector policies, to be
carried out in Honduras, exemplifies the breadth of
INCAP's role in Central America.



II. Information Dissemination

A, Provide training to key mid-level national person-
nel in the necessary skills.

B. Sponsor and stimulate seminars and workshops within
and between countries and groups on topics and programs of
mutual interest.

C. Provide written articles, recommendations, refer-
ences, pamphlets and prototypes of education materials to
interested groups for replication in the several countries.
This to include materials suitable for mass media programs.

III. Strengthen working relationships between agricultural

and nutrition researchers to better integrate production and
nutrition considerations within interventions and to examine
determinants of intervention transferability.

iv. Evaluation. Provide guidance in the selection of
intermediate measures of effectiveness of interventions.
INCAP recognizes the difficulty in measuring nutritional im-
pact of the majority of possible interventions. However, it
will undertake to design methodologies or measurements that
are practical for the institutional and data capabilities of
the area. These methodologies will be applicable to short
as well as long term measures and will serve as sources of
information on effectiveness of interventions.

Issues that will be addressed during project development in-
clude: 1) the viability of national planning units and their
capacity to implement projects; 2) funding availability for
interventions by countries; and 3) development of a working
relationship between CATIE (Regional Agricultural research
body) and other such agricultural institutions and INCAP to
strengthen linkages between food production and nutrition
interventions and plans.
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NEW FY 1981 PROJECT NARRATIVE

596~0092 Central American Social Fund for
Urban Upgrading — 596-HG-006

Proposed funding: (HIG) '$25 million housing guaranty

Purpose: To support CABEI's Social Fund to establish an
urban upgrading program for Central America.

Description: CABEI's Social Fund to date has only been
funded from retained earnings; consequently only one ($3
million) loan for Guatemalan housing reconstruction (mixed
with HG-004 funds) has been financed. This new HIG would
enable the Bank to finance a $50 million program of shelter
and related urban services in the region. Projects which
have been initiated on a pilot basis under bilateral housing
guaranties and World Bank loans including urban upgrading,
i.e. home improvement, water and sewer connections, street
and drainage improvement, provision of community services,
and sites and services programs will be eligible for financ-
ing under the program.

Under this program the Social Fund will assist municipal
governments, water and sewer authorities, housing banks and
institutions, and government and municipal development insti-
tutions in the provision of urban improvements to low income
neighborhoods, i.e. families usually below the 30th percentile
income level. Since some improvements, e.g. roads or water
lines, may have beneficiaries above this level, use of HIG
funds will be limited to that proporticon of the improvement
in which at least 90% of the families have incomes below the
median level. The target of the program, as stated above,
however, is significantly lower than the median,

The fund will be capitalized with a mixture of HIG and CABEI
funds, CABEI will be approached on the possibility of
establishing a 1:1 ratic of counterpart funds. CABEI's
excellent credit-worthiness has given it access to established
money markets. This ability to marshal capital to meet the
social needs of the region is a major objective of the pro-
posed HIG, as it enables AID to provide significantly greater
resources for the target group.
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ROCAP will consider the merits of a $5 million DL replacing
an equivalent amount of the HIG in order to lower the ef-
fective interest rate to borrowers. Regulations and pro-
cedures for program eligibility will be developed and tested
for the various types of participating institutions, each of
which has its own form of guarantee and system of borrowing,
relending and cost recovery.

During PID development ROCAP will examine CABEI's housing
and Social Fund programs and policies and review probakble
regional financial demand and interest for this program.
The PID will be submitted in January 1980.
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NEW FY 1981 PROJECT NARRATIVE

596-0091 Regional Export Promotion

Grant Loan

Proposed Funding: (SD) FYy 1981 § 100,000 $15,000,000
LOP $1,300,000 $15,000,000

Purpose: To expand C.A. exports of small and medium indus-
tries.

Description: During the 1960's, the bulk of CACM integration
efforts initially concentrated upon the then popular mode of
irport substitution of "industrial” consumer goods. In gen-
eral, manufactured consumer goods were protected from external
inports and provided relatively free movement inside the
Central American Common Market {CACM). Barriers remained
against internal trade in many agricultural products and sig-
nificant export taxes were levied on most traditional agricul-
tural exports to the world market.

Ur.fortunately, the new industrial products, for which tariff
protection has never been reduced, have not achieved export
status in quantity. Among the reasons are non-competitive
production or pricing conditions, uncertainties of foreign
markets, and low export prices as compared with protected and
therefore higher internal market prices,.

This import substitution policy is now reaching the limits of
its usefulness to the region as a dynamic economic model for

the future. The growth rates for intraregional trade and ex-
ports to the rest of the world show a switch between the first

and second decade of the CACM. (Source ECLA).

Average Annual Compound Growth Rates 1960-68  1968-76
Intra-regional trade 29.5% 10.9%
Exports to the rest of the world 6.8% 17.4%

Tae increased growth in external trade has reduced the per-
caentage of internal trade as part of the total from 23.1% in
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1970 gradually to 16.3% in 1977.

In the case of Guatemala, the composition of industrial ex-
ports in the three years ending in 1977 has been about 15%
($27 million) to external markets and 85% (5155 million) to
CACM markets. However, the value of external non-industrial
exports averaged in the same period has been 94% ($629.6
million) while the non-industrial internal expocrts have been
only 6% ($40 miilion). (Source: Bank of Guatemala}.

Thus, import substitution policies of industrialization have
provided little entry into the world market. Non-industrial
(and largely traditional}) external exports have dominated
trade absolutely and in rate of growth in the past decade.

The Common External Tariff (CXT) and Fiscal Incentives are
the primary means utilized by the CACM to influence in-
ternal and external trade policy. (They are currently under
review and modification is planned for 1980). As noted,
import substitution and some measure of central economic
planning have been characteristic, Domestic producers thus
supply the unified internal market obtaining benefits of
scale under infant industry protection. However, the con-
tinued utilization of protection (no reduction has occurred
in any industrial product since inception) indicates the
absence of comparative advantage by definition.

As a basis for industrialization, import substitution has
been a repeated failure internationally. It was represented
in the UNCTAD I in 1964 under the Prebish "terms of trade"
basis and was further incorporated into the CACM outlook.
Although theory moved practice beyond the import substitution
level elsewhere, primarily in the Kennedy and Tokyo rounds,
the CACM which arrived late, stayed even later seeking
diminishing returns and suffering policy stagnation long
after the growth effects of import substitution slowed in -
the early 1970's.

Following trends elsewhere, the CACM countries in the early
1970's looked briefly to export promotion but found little
success in promoting the industrial import substitution pro-
ducts. This, in spite of the fact that recent studies done
by the World Bank and ROCAP show that differentials between
internal prices and prices abroad are not unduly great.
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Price alone, however, does not determine the ability of a
producer to enter the export market. Marginal costs for
new output might well exceed average costs. Promotional,
transport, working capital, and direct marketing costs are
important elements in enabling a local producer to meet
world competition. Yet we believe the apparent differences
are not so large as to exclude consideration, if not now,
then in the near future, for expanded exports of non-
traditional goods, including manufactures.

Now, with the CXT and fiscal incentives under review, a
change is possible. Among the countries the composition
of that change is likely to be dominated by the interest
groups receiving protection under the present system,
Although a challenge is obviously brewing in the "dis-
advantaged" countries, bilateral trade-ocffs have dominated
negotiations in the past. Nevertheless, we expect that

the review process will include policy options in the fol-
lowing areas:

1. Import substitution must be revised so as to identify
and reduce excess returns to protection by favored in-
dustries.

2. Presently recognized comparative advantage sectors and
others determined in the future need to be allowed op-
timum conditions towards expansion partlcularly in
credit and infrastructure support.

3. These C.A. sectors - identifiably mostly agriculture
and agribusiness for the next 2-5 years - should not
carry an unusual proportion of tax burden.

4. On the other hand, the C.A. sectors should not be al-
lowed undue incentives. In the case of agriculture,
protection within the market countries should be re-

duced, and country "self-sufficiency" programs should
be phased down,

5., Identification of new areas of advantage should be en-
couraged by firm government policies to promote invest-
ment security. Included are reasonable monetary and
fiscal policy, and an improved credit policy that tends
towards elimination of differentiated and funded in-
terest rates.
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We believe future CACM potential will be stunted unless
there is serious address of these issues.

In the case of Central America, which has an equally poor
base in natural resources, labor or capital for pretentions
of self-sufficiency, there is a fundamental importance of
trade to internal development. World trade is controlled
throcugh time by price relationships reflected in compara-
tive advantage conditions. There are inevitable costs to
its repression in the form of protection against imports or
subsidization of exports (which we hope will not become a
new experimental pattern for Central America).

For the medium term, emphasis will likely be on agro-industry.
A coincidence of benefits from agro-industry development de-
rives from the availability of suitable labor, relatively low
capital costs, the extensive increases of labor and land pro-
ductivity resulting from horticultural, intensive crops, and
developmental assistance availability to reach the rural poor.
Left to their own devices, the vested interest groups are un-
likely to reflect these concerns in the CXT and fiscal in-
centives program coming out of SIECA.

We believe the opportunity may exist for an activist role by
ROCAP, with assistance from other donors (including the World
Bank which is already reviewing the matter), to develop a
regional program to reorient the economic rationale behind

the CACM towards one which stresses comparative advantage and -
competitive trade patterns within the world market.

This should include an input into the on-going policy discus-
sions for revision of the CXT and fiscal incentives. While
sensitive, we believe a program which seeks to promote CACM
exports of non-traditional goods, including manufactures, to
all world markets, with emphasis on the U.S. market, should
provide sufficient incentive to the Central American policy
makers to allow development agencies, including AID, IBRD,
and IDB, to participate as interested observers., The design
of such a program is still unclear. We envision, however,
that the private sector in Central America must play a
central role. Accordingly, means will need to be found to
strengthen that role and link it to its counterpart in the
world market. This will likely involve the participation of
the Central American Bank for Economic Integration (CABEI)
and will require a significant reorientation of its lending
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policies and priorities (including personnel) towards that
sector. A current ROCAP loan to CABEI ((016) is beginning
to have that effect. The proposed loan and grant program
is the next step in that process. We may also wish to uti-
lize the considerable experience of the Latin American
Agribusiness Development Corporation (LAAD) in this area,
as well as consideration of a new regicnal private financiera.




4. Decision Package Narrative

A, Minimum Package

Within the $2.3 million maximum set by ROCAP's FY
80 CP, the Minimum Package proposes only one new start, and
that (Nutrition) in many ways is the second stage of the
regional Nutrition Programs project (0065) with INCAP. More
than half the Minimum supports two approved, ongoing projects.
At this writing, and based upon experience with both CATIE
and IICA, budgeted amounts for these two activities (0048
and 0083} appear necessary and realistic to attain project
goals in the six participating countries. While future events
may reflect pipeline sufficient to enable reprograming, pre-
sent projections do not provide sufficient confidence to do
so now. The Minimum package alsco continues suppoOrt to one
new FY 1979 activity, Woodfuel Alternatives (0089), and new
FY 1980 activities in Seed Production {(0077), Environmental
Management (0090) and the Fund for Horizontal Cooperation
(0093). With the exception of the last activity, all fall
within ROCAP's priority Rural Development or Newer Global
Concerns program categories. Resources for the Fund for
Horizontal Cooperation, proposed to begin in FY 1980, are
included in the Minimum because of the importance this acti-
vity may have to Central American development, and as a "non-
add" item because its presently estimated resource require-
ments cannot be accomodated within Minimum package budget
limits,

Selection of projects for inclusion within the
Minimum package is based upon the judgement that their
character makes reprograming difficult and counterproduc-
tive. For example, the two major ongeoing regional agri-
cultural activities, Agricultural Research and Information
System (0048) with IICA, and Small Farm Production Systems
(0083) with CATIE, involve financing by AID and the cooper-
ating institutions for core teams of experts, and support
for their close collaboration with national agencies in the
six participating countries. Participating national counter-
part agencies "use" project services and link them with
target populations. With minor variations, many of our
regional activities follow this model of a central source
of expertise with outreach to national counterparts. This
core expertise may take years to assemble, and in many ways,



creates centers of excellence within the region. Therefore,
by their nature, for regional activities included within the
Minimum, deferred or reduced funding, instead of having a
temporary delaying effect on attainment of project goals,
could well result in serious loss of momentum and confidence,
and inefficient utilization of expensive and scarce skilled
manpower. Consequently, ROCAP does not exclude funds for any
ongoing activity from the Minimum Package.

Also included within the Minimum package are three
AID/W funded activities which ROCAP will help manage. One
involves the stationing of a LAC bureau funded Pest Manage-
ment Specialist at ROCAP, who, through links with a number
of Central American regional institutions, will provide CA
USAIDs and ROCAP with specialized skills towards development
of regicnal and national pest management and more generalized
environmental protection activities. He will be a major re-
source for project develoPment1§kills in this field for all
Central American AID missions.= The two remaining activi-
ties, both with SIECA's Central American Economic Integration
Studies Unit (ECID), support 1) an approved cooperative re-
search program into development of Rural Progress Indicators
jointly with the Government of El1 Salvador, and 2) a proposed
research effort with the Government of Honduras and INCAP on
nutritional impact of alternative agricultural development
policies. The implementation mode of these three AID financed
activities involves substantial project design, management
and controller responsibilities for ROCAP.

B. Current Decision Package

The Current package, which adds $160,000 to the
Minimum, introduces the grant element of a major FY 1981
initiative in Export Promotion (see AAPL) to ROCAP's acti-
vities, and increases funds for the Nutrition activity and
two PD&S accounts. :

C. Decision Package AAPL

ROCAP's AAPL has been set at $3 million, $470,000
more than the Current package and about $650,000 above the
Minimum package., Additional funds in the AAPL are apportioned

1/ A non-project funded regional energy advisor, furnished
under a EOW PASA, will alsc provide regional services
in a similar manner,



to increase first year support for the new Nutrition activity,
and to increase funding of the grant element of the Export
Promotion activity and of the Woodfuel Alternative activity.
One new initiative in technology transfer, the Light Capital
Technology Network, is introduced. Additicnal funds for

PD&S, permitting support for project design and evaluatlon,
and a new HIG, are also included.

ROCAP also has included a "non-add" $15 million
Regional Export Promotion loan as part of the AAPL., Export
promotion was the subject of extensive discussion during
the Central American CDSS reviews and ROCAP has been urged
to support initiatives in this direction in the CDSS decision
message. Ongoing analysis at this time reveals encouraging
support within the area for a large-scale approach designed
to combine U.S5. marketers, Central American processors and
producers, in a network using the experience and expertise
of a variety of U.S. and Central American public and private
sector institutions. Considerable analysis remains, and if
found to be sufficiently promising, the activity might be
proposed for FY 1980 financing. At this point, inclusion of
this loan 1is intended to alert AID to this possibility - and
to its exceeding the AAPL.

D. Workforce

Table V shows no workforce increase between the
three decision packages. Indeed the Current Package and
AAPL add only two new projects to the Minimum workload, i.e.
Export Promotion and the LCT Network. ROCAP's current USDH
level of 11 consists of a "core" staff of five plus officers
assigned to ROCAP whose responsibilities are either shared
by ROCAP and USAID/Guatemala (2.7 man years, i.,e. Controller,
B&A Officer, and .7 man years of the Financial Analyst),
extend to all USAIDs in Central America {.9 man years shared
by the Financial Analyst .3 and the Regional Supply and
Management Advisor .6}, are in part used as a project manager
by ROCAP (.4 of the RSMO) or manage the HIG program for. ROCAP
and Central America (2). The "core"” staff include the
Director, Capital Development Officer (who acts as Assistant
Director), Program Officer, Rural Development Officer and
Engineer. Upon termination of his assignment in FY 1980,
the Engineer's position will be converted to an assistant
RDO pesition in San Jose. As noted, in addition to these

five, an estimated .4 man years of the Regional Supply and Management
Officer's time is devoted to project management responsibilities.
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ROCAP recognizes that this manpower level is low in relation
to the workload implied in the AAPL. By memorandum of May 23, 1979 to
Mr. Abelardo L. Vaidez, AA/LAC, ROCAP Director Harry Ackerman outlined

increased ROCAP staffing requirements to carry out a regional program

in excess of AAPL and not fully reflected in this ABS.

ments, which are subject to an increase in our present ceiling and
MODE include:

(1)

Regional Environment and Technical Officer.

This position will provide technical and managerial assistance
to the CA/USAID's and regional and national institutions, in
the field of energy, environment, national resources and Tight
technology.

Regional -Nutrition/Population Officer.

This position will assist ROCAP in the development of new
regional initiatives in nutrition and population, working
closely with CA/USAID's, in .CAP and major CA private and public
sector institutions.

Regional Economic Affairs Officer.

This position will advise ROCAP, CA/USAID's embassies and the
Department regarding economic matters of the Common Market
and will report quickly on major regional events.

Assistant Program Officer.

This position will assist in preparation of increased program
documentation and evaluation.

Increases in FNDH Ceiling.

Conversion of 2 current FN contract employees to FNDH. These
positions are the Assistant Capital Resource Development
Officer and Budget and Management Specialist.

USDH Secretary.

Reinstatement of a full time USDR Secretary.

These require-
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DECISICN UNIT ROCAP

TABLE IX - SUPPORTING NARRATIVE
ON POSITION REQUIREMENTS

1. ROCAP proposes to maintain present staffing levels through
the period of this ABS, i.e. 11 USDH and 21 FNDH plus one part-
time local hire U.S. secretary (FSSR) to the Director. As
Table VI, Project Summary, indicates, the number of activities
ROCAP is implementing remains substantially constant through

FY 1981. The number of activities under design for future
implementation, changing from eleven in FY 1979 to nine under
the AAPL, is also almost constant. For these and reasons
discussed in the Table V Narrative, ROCAP has chosen to place
its entire workforce under the Minimum.

2. The composition of ROCAP USDH is subject to change in
FY 1980, however. The USDH engineer, upon his departure,
will be replaced by a new Assistant Rural Development Of-
ficer in San Jose for which MODE clearance is approved.
This position will assist the Guatemala-based senior Re-
gional Rural Development Officer in management of ongoing
and design of new projects involving CATIE and IICA.

3. Table VI reflects the assignment of the USDH Capital
Rescurces Officer as Assistant Director, in which position
he spends the majority of his time. The remainder is spent
monitoring the ROCAP loan portfolico and in the design of
future loan projects with the Assistant Capital Resource
Development Officer, encumbered by a Foreign National con-
tractor.

4., Joint Services: ROCAP and USAID/G share Controller and
Executive Office personnel. The entire Controller staff is
charged to ROCAP, and except for one receptionist in the
"ROCAP building”, Executive Qffice personnel are charged to
USAID/G roles.

5. Regional Services: ROCAP continues to house the USDH
Regional Supply & Management Officer, who assists the five
Central American bilateral USAIDs and ROCAP, in matters
related to procurement, excess property and project design
and implementation. The Regional Legal Advisor, previously
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assigned to ROCAP, was transferred to USAID/Honduras during
FY 1979, The Financial Analyst positions (US and FN) also
provide services in project design for the five bilateral
USAIDs, as well as for ROCAP.

6. The linkage between program composition and workforce
is further discussed in the Decision Package {Table V)
Narrative. See page 29 regarding an increased ROCAP work force to
implement a regional program in excess of AAPL and not fully reflected
in this ABS.
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