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I. STRATEGY AND POLICY

A. Strategy Summary

The Mission's assistance strategy expressed in tne FY
1986 Country Development Strategy Statement (CDSS of April
1984) identified two program goals to direct tne allocation of
available resources: (l) a stabilization program to help offset
the severe economic recession then being encountered; and (2) a
return to a pattern of long-term real economic growtn, empna-
sizing greater participation of the poor in tne benefits of
growth. Relatively higher levels of resources in tne last
three. fiscal years have not changed tnese strategic tnemes.
Instead, the funding levels and the return to democracy have
increased the likelihood of achieving the goais by permitting a
range of new interventions that have added heft to the valid
but previously sparsely funded strategic framework.

The Action Plans of the last two years emphasized
economic stabilization and transformation, greater participa-
tion of the poor in the benefits of growth, and a reduced rate
of population expansion. Increased balance of payments inputs
and initial policy reforms supported stabilization. Additional
policy reforms, import financing of inputs for production, and
export-oriented private sector activities were directly or in-
directly advanced by botnh 8SF and DA funding. Income-ennancing
small farmer credit and crop diversification programs, support
to cooperatives, rural infrastructure construction and human
capital improvements (training, education and nealtn} were
project-funded. Family planniny activities were promsoted
through financing for both public and private sector organiza-
tions, including successful private sector commercial contra-
ceptive sales begun in 1986. Additionally, using Bureau, Re-
gional and Mission funding, the expanded vemocracy Initiatives
and Adaministration of Justice programs are underway. ESF and
P.L. 48U-generated local currency has substantially augmented
dollar funding levels for all types of development programs.

With the maintenance of present funding levels during
the Action Plan period, the Mission strategy will continue to
deepen around tnese same basic themes., Additional funding will
be allocated to the stabilization program, to a tax administra-
tion improvement project, to more private sector business and
microenterprise activities, to rural infrastructure, to insti-
tutional development activities, to an expanded cnild survival
and family health package, and to democracy strengthening ini-
tiatives. Through such interventions and througn the policy
dialogue, the Mission sceks to achieve in the short term (12 to
18 months): (1) Eucther gains in stabilization; (2) a policy
framework increasingly Eavocrable to business and employment



growth, production and increased earnings; and, (3) the adop-
tion of measures to improve social service delivery by acceler-
ating development portfolio performance ({includes all USAID,
other donor and Guatemalan investment budget activities).

In the medium term (l8-36 months), resources should
promote acceleration in growth so that economic growth rates
may exceed population growth rates beginning in 19489. This
accelerated growth is expected to result from a number of fac-
. tors, including: (1) increased efficiencies in bokth public and
private sector productive operations; (2) Eurther policy dia-
logue gains to foster business confidence; (3) integrated pri-
vate sector support programs {including other major donor in-
puts supported by USAID-financed technical assistance and com-
plementary financing); (4} increased 1investment in employment
and income-ennancing microenterprises in uarban marginal and
rural areas; {5) higher levels of public sector investment
budgetting; and, (6} policy improvements and investment in fa-
vor of the export sector, particularly €£for non-traditional
products.

In tne longer term, we see increased domestic and
external investment, real per capita 1income gains for all
classes of Guatemalans, a stable and democratic political en-
vironment, and, ultimately, less reliance on foreign assistance
as private investment and a strengthened, diversified export
sector take over as the engines of growth.

The Mission's policy dialogue closely supports thne
strategy and achievement of the nine specific macroeconomic and
sectoral level objectives identified in this Action Plan. Our
overriding objective is to have the total assistance package
(ESF, DA, P.L. 480 and associated local currencies) leverage
the policy dialogue beyond macroeconomic policies to include:

{1) significant sectorai policy and procedural reforms de--

signed to further spur economic growth and to make botn public
and private sector investments more effective; and, (2) comple-
mentary resource allocations in support of the policy dialogue
and development program etfficiency goais.

Examples include searching for improved operations
and/or identifying private sector alternatives to the over-bu-
reaucratized BANDESA (the country's public sector ayricultural
bank) in providing credits and other agricultural inputs ¢to
small farmers; liberalizing banking 'and commercial procedures
which presently constrain private sector growth and export op-
portunities; enhancing the efficiency of the primary education
system and expanding outreacn to out-of-scnool adults; achiev-
ing a more Eavorable public policy toward family planning;

¢
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further enhancing the coordination of cnild survival efforts;
and, in all sectors, reaching ayreement on steps to be taxen to
improve execution of the national investment bpudget and donoc
programs.

The Mission also will acnieve increased coordination
with other donors and the Government itself to ensure the Dest
possible integration and use of all availapie resources. For
example, the World Bank is preparing an $80 million sector ad-
justment 1loan for the non-traditional export sector. Mission
technical assistance to the Non-Traditional Exporters Guild is
an essential prerequisite to tnis $80 million assistance pack-
age and is being carefully coordinated with the Bank. Similar
Mission/other donor coordination is taking place in the educa-
tion sector and for the child survival prograsa.

Of particular impoctance is the acnievement of suc-
cessful multidonor and Government policy and funding coordina-
tion for private sector gruwth initiatives. As noted, some of
this is underway already. Additionally, unified support for a
major technical assistance and credit expansion prograama direct-
ed at new or existing microbusinesses is under discussion. The
Mission, tne IDB, the Swiss private sector and tne Government
itselE are all considering significant investments in the mi-
croenterprise area tarqgeted at marginal urban and rural groups.

Beyond individual coordinating actions, the #ission
seeks a systematic and continuing dialogue with tne other major
donors to include not only further collaborative options, but
also portfolio implementation reviews and the identification
and resolution of common constraints affecting all donor and
host country development programs.

Rationale Supporting the Strateqy

U.S. economic assistance programs in Central America
today stem from a two-pronged policy frameworx formulated in
the early 1980s, one intended to restore political stability to
the region following destabilizing political and military
events in Nicaragua and elsewhere, and the other to reverse the
serious economic decline resulting from the world oil price
hikes of the 1970s and the stagnation of the Central American
Common Market (CACM). Assistance to Guatemala since then,
while limited in the amount of funding available, has consis-
tently reflected these goals as well as a particular desire to
support a return to democracy and improvements in the country's
human rights record.



Guatemala, with some 40 percent of regional GDP, is
an important regional trading partner and has traditicnally
been a regional leader in political terms as wel!. following
the nation's return to democracy, it 1is increasingly obvious
that Guatemala's leaders fully share the values inherent in the
CAI program. This reality allows a more effective payoff for
assistance programs than miqght otherwise have been the case.

Mission objectives, as expressed in the CDSS, prior
Action Plans and this Action Plan, are convergent and compat-
ible with those of the current Government. ‘'fhe Government's
objectives were outlined in a March 1Y, 1987 national speech
and memorandum to all Guatemalans by President Vinicio Cerezo.
The President outlined his plans for the balance of his admin-
istration. He spoke of two complementary proyrams addressing
Guatemala's external debt and its social debt. The former re-
fers to restoring a strong economy and credibility in the in-
ternational market place; the latter to the need to reduce tne
serious rural infrastructure and human capital deficiencies
that continue to keep the vast majority of Guatemalans, partic-
ularly indigenous <citizens, from contributing to economic
growth and from participating in its benefits.

This progressive view 1is more widely shared today
among Guatemalan leaders, public and private, than at any otner
time in Guatemala's history. This convergence of U.S. views as
expressed in the NBCCA goals and those of President Cerezo's
Government highlights commonly-shared values and helps explain
the progress of U.S. assistance in the last two years despite
relatively low funding levels. For the future, this same phe-
nomenon underwrites our optimism, but since we are starting
from behind the funding curve, we must be realistic in recog-
nizing that achievement of the objectives of the NBCCA-based
assistance program in Guatemala will probably extend beyond the
CAI period originally set for their attainment.
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C. Progress, Constraints, Expectations

1. Introduction

Responding to politically destabilizing and re-
cessive economic conditions prevailing in Central America by
the late 1970s, U.s. economic assistance levels to democratic
countries in the region ~- except for Guatemala which was re-
stricted to low levels because of human rights abyses -- were
already rising sharply before the official launching of the CAI
in late 1984, Even with inclusion in the CAI at that time,
assistance to Guatemala remained comparatively low.

Of the total $3.6 billion in economic assistance
provided by Congress for the four Central America countries
from 1981 through 1986, Guatemala received only $256 wmillion
{7.1 percent), versus $1,772 million (49.2 percent) for £l Sal-
vador, $798 million (22.2 percent) for Honduras and $775 mil-
lion (21.5 percent) for Costa Rica. Perhaps even more impor-
tantly, given the intense economic crisis facing all countries
of the region, only $70 million (4.2 percent) of the amount for
Guatemala was ESF balance of payments funding versus $722 mil-
lion (43.4 percent) for El Salvador, $305 million (18.3 per-
centy for Honduras and $568 million (34.1 percent) for Costa
Rica.

On a per capita basis, aid levels to Guatemala in
the early eighties look even more disproportionate. Guatemala
is the region's most populous country witn 8.4 million citi-
zens, compared to 5.1 million ftor El Salvador, 4.7 million for
Honduras and 2.7 million for Costa Rica. Against this back-
ground, it 1is nevertheless true that a gyreat deal of progress
can be reported from the first Eull year of U.S. collaboration
with Guatemala's new civilian government.

2. Progress

The most important gain of the last year was the
initial economic stabilization program and the associated pol-
icy dialogue. The program adopted by the Government of Guate-
mala, supported by $47.35 million in U.S. ESF funds (the only
external BOP assistance available), mirrcred in all important
details the reform package outlined in the Y 1987-84 Action
Plan,

The actual versus planned accomplisnments section of
Objective 3, Stabilizing Financial Structures, reviews the
progress of this program in detail. Briefly, wvirtually all



macroeconomic reform goals were met. Considering the short
timeframe (9 months), when taken together, they represent a
highly successful initial stabilization program. Key gains
were made in reducing inflation, reducing the Central Govern-
ment deficit, adhering to the schedule to phase out export
taxes, simplifying exchange rates and raising interest rates.

A second highly visiole success is tne Central
American Peace Scholarships (CAPS) program. Eight nhundred and
fifty four (854) Guatemalans went to rne U,.5. under tne CAPS
program in FY 1986, bringing the two-year total to 1,472,
Evaluations of the technical and "democracy” iapacts of tne
program have been very favorable. A CAPS alumni association
has been formed, a number of follow-on activities are already
underway while others will begin soon and restructuring has
taken place which significantly increases long-term training as
a percentage of the total program.

Other portfolio-related favorable implementation
and policy events of the last year include: .

-- Special units for rural roads construction
and rural electrification, begun with USAID assistance, contin-
ued to carry on successful rural infrastructure programs using
USAID project and national resources.

-- Multidonor coordination in chnild survival
activities overcame early radical differences of opinion among
donors as to implementation modes. A common approach 1s now
underway, conserving resources and ensuring a wmore efficient
allocation of stafE.

-- In agriculture, preliminary findings froa a
relatively small survey suggest that encouraging income and
productivity gains are resulting from a Mission-funded crop
diversification, agricultural credit, terracing, irrigation and
rural roads portfolio. A more formal analysis will Dpe coa-
pleted by the end of June 1987,

-- BANDESA, the country's agricultural bank, and
perhaps tne Mission's most serious implementation proolem, nas
many deficiencies., However, problem areas bnave begun to De
identified and serious efforts to improve effective lending are
underway. A self-analysis to streamline operations nas bequn.
Credit approval limits for specific crops were increased to
reflect inflation and increased costs, regional and central
office (i.e., Bank Manager) credit approval liaits were in-
creased, documentation regquirements were reduced, and the man-



ager was given authority to adjust specific crop financing lev-
els whenever necessary.

-- Implementation of the National Bilingual Edu-
cation project continues anead of schedule, One thundred
ninety-five (195) bilingual teachers ({some 25 percent of the
total planned) have been recruited and put in place to date
versus 150 planned. Bvaluations indicate that completion and
promotion rates among indigenous students, particularly fe-
males, are rising in direct response to the project.

-- Mission activities in thne education sector
have been closely coordinated with other major donors, specif-
ically the World Bank and the IDB, with each donor focussing on
a different aspect of improving the efficiency of rural educa-
tion,

-- Successful seminars and training courses Ffor
top legislative and judicial personnel were held both incountry
and abroad in FY 198e. The removal of tne last Congressional
restriction on Guatemalan participation in the Regional Admin-
istration of Justice Project has allowed these and similar ac-
tivities to more than double in numbers in FY 1987. A justice
sector survey will begin late this year.

In the DA project portfolio, programming improve-
ments are measured as much by the establishwent of more precise
indicators for the FY 1988-89 Action Plan period as by gains in
tne indicators of the FY 87/84% plan. Guatemala's late entry
into the CAI and the generally low levels of funding until now
nave contributed to making measurable gains against the indica-
tors difficult. The new measurements are (L) more precise; (2)
provide base periods from which to measure progress; (3) re-
flect a more determined integration of private sector and other
sectoral policy needs 1into the overall dialogue; and, (4)
structure USAID investments more formally against NBCCA goals
and objectives for the next few years. Data systems are being
put into place now which will permit even more precise indica-
tors and measurements in future years.

As an example, the Efollowing additional data 1in
the agricultural sector apply to, FY 1986 and FY 1987 perform-
ance (adjusted for changes in indicators and units of measure-
ment). The amount of land to be purchased by the end of FY
1987 under the Penny Foundation program was lowered from 5,000
hectares to 1,500 because the secondary mortgage market mecha-
nism is not yet effectively in place. Hectares to be terraced
were reduced (from 10,500 to about 3,800) while hectares to be



irrigated rose (from 1,000 to about 1,900), reflecting reallo-
cation of available funds to an activity with higher production
and income payoffs.

3. Constraints

The Mission believes that the most serious con-
straint affecting program progress at this time is the slow
pace of development program implementation. This affects all
donor assistance and also applies to the use of national re-
sources, ‘This portfolio-wide implementation probleam has been
brought on by the dislocation of experienced staff througnout
the government as the Christian Democratic party attempted in
its first year of power to establish its own operational net-
work and as civilians replaced military men in key ministries.
Public sector strikes for higher wages also adversely affected
the performance of many ministries and specialized agencies

during the year.

One key indicator of tne ptroblem is the Central
Government investment budget. In 1986, the amount budgeted for
investment was 27.2 percent above 1985 in real terms. How-
ever, the Government succeeded in spending only 59 percent of
the allocation. In addition to the reasons listed above, this
problem is caused by inadequate skills and training for public
sector employees, low salaries, scarce per diem, and a wide-
spread lack of support equipment.

A priority concern for the Mission, other donors
and the Government must be improvements in the efficiency of
public sector units and, wherever feasible, tne intcroduction of
private sector solutions to the delivery of goods and serv-
ices. Indicative of tne convergence of Mission priorities with
those of the Government, in his recent major speecnh outlining
the government's program for the next few years, President Ce-
rezo vowed to continue the economic recovery and growth prograa
and to improve implementation rates of the rural and urban de-

velopment program.

The Mission is curcrently discussing wvarious op-
tions with the Ministry of Finance to improve program implemen-
tation. A special action team is being established with au-
thority to act decisively across all civilian ministries and
agencies to resolve policy and implementation blocxages to ef-
Eective donor and national programs. It is intended that this
unit will also catalogue generic policy and implementation 1is-
sues and present them to higher authorities for discussion and

tesolution.
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4, Expectations for the Action Plan Period

'fhe objective statements dealing with performance
under LAC and Mission indicators and key policy dialogue ac-
tions and/or conditionalities and other sections of this docu-
ment highlight expected accomplishments for the balance of 1987
and the Action Plan period., It is not our intention to repeat
these here, but only to convey briefly a sense of our expecta-
tions for the overall program. :

The proposed program is an ambitious one and con-
straints such as those noted above are not subject to guick
solutions, The pace of improvements in the bureaucratic and
policy climate may slow expected gains in the indicators and
other measures of progress over the Plan period. However, Gua-
temalan rescolve to date in carrying out the stabilization pro-
gram has been unigue in the region. The Government's carefully
nurtured national c¢onsensus for further changes remains the
predominant internal force carrying the program forward.

There are many substantive challenges to further
progress. For all the difficulties, however, it is the Mis-
sion's opinion that a critical mass of Guatemalans recognizes
and is proud of how far the nation has come over the past
year. Our judgment is that the political will is there to go
the distance. Consequently, economic refoerm measures will con-
tinue to be adopted and implementation of the development pro-
gram should also improve, in no small part because government
in a democracy knows that winning future elections depend on
present results.

Finally, the role of increased U.S. assistance
over the last few years is acknowleged by Guatemalans. Bven
now, in late March 1987, the U.S., has been ktne only donor pro-
viding balance of payments support since 1984. At a difficult
time, U.S. assistance has effectively backed Guatemalan politi-
cal will, providing in the pnrase of the Minister of Finance,
both acceleration to the drive to restore economic vitality and
timely resources to begin the long-overdue eqguity-oriented na-
tional development program. IEf tne gains in specific indica-
tors are not as rapid as hoped for in the Action Plan period
because of our delay in getting started, it will be important
to be able to demonstrate that the will and the momentum of
democratic actiocn are still carrying Guatemala in tne right
direction and that the pace of development continues to accel-~
erate.
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LIST OF MISSION SPECIFIC OBJECTIVES

1. Increase cumulative value of agricultural production from (2.3
million in 1984 to Q68.1 million by 1989.

2. Strengthen the private sector.

3. Achieve internal and external balance consistent with progress
towards a real GDP growth target of 3.5% by 1989.

B. T1Increase contraceptive prevalence from 25% to 35.3% by 1989.

10. Reduce infant mortality Ffrom 79.8/1,000 live births in 1984 to
61.5/1,000 live births in 1989.

11. Construct over 5,000 new housing units and upgrade 1,600 existing
housing units by 1989.

12. 1Increase number of indigenous (Indian) students completing 4th
grade from 17% in 1984 to 25% by 1989, while upgrading wvocation-
Al/skills and providing normal/post secondary educational oppor-
tunities for up to I,700 indiganous {Indian) persons by 1989.

13. Upgrade skills and provide opportunities for around 4,400 social-
ly and economically disadvantaged Guatemalans in the U.S., Guate-

mala and third countries by 1989.

14. Strengthen judicial, legislative, electoral and other democratic
processes/institutions by 1989,

*  Programa/projects broken down in terms of primary {(P) and, where appro-
priate, secondary (S) purpose/contribution to attainment of objectives.
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OBJECTIVES BY PROGRAM/PROJECT

BILATERAL
Eﬁ

0000.1 Program Development
and Support (FN)

0000.2 Program Development
and Support (HE)

0000.3 Program Development
and Support (EH)}

0000.4 Program Development
and Support (SD}

0000.5 Program Development
and Support (PN)

0000.6 Program Development

. and Support (CS}

0145 Special Development
Fund

6238 Small Farmer Mktg.

0248 Rural Electrification

0251 Community-Based
Health and But. Sys.

0255 Small Farmer Diver-
sification Sys.

0261 Shelter Sector Dev.

0274 Highlands Agricul-
tural Dev.

0276 Agri-Businegs Devel-
opment

0281 Integrated Non-Formal
Education

0282 Rural EBAucation Im-
provement

0286 Cooperative Strength-
ening

0288 Expansion of FP
Services

0290 Family Fish Pond
Development I

-0298 Rural Potable Water

& Sanitation

Objective Number

1

2

—

2

2

10 11 12 13 14
P
P
P
4
P
P
P
P
P
S
P

P



0304

0317

0320

0324

0330

0332
8335

0336
0337

0339

0341

0343
0344

0347

0348

0351

0352
0353

0355

03157

0362
0363

0364

0369

Altiplano Higher
Education .
Ixcidn Cardamon Cult.
& Comm.

Primary Ed. Mgmt.
Improvenent

Private Sector
Skills Training
Pilot Commercial
Land Markets. I
Farm-to-Market Roads
Rural Pot. Water &
Sanitation II
Water, Women & Health
Private Sector Dev.
Coordination
Immanization/Child
Survival

Therapy

Private Enterprise
Development

Comm. Land Markets IT
Electrical Power
Reserve

Program Development
and Support (ESF)
PACT/ASINDES PVO
Development

Family Fish Pond
Development II
Tertiary Roads
Rural Rlectrifica-
tion III

Guatemala Dairy
Developmsent
Improved Family
Health

CAPS

Agricultural Prod.
& Mktg. Services
Private Sector Ed.
Initiative

Improved Admin.

of Justice

Objective Number

2 3 a 10 11 12 13 4
P
| 4
P s
P
P
| 4
P
P
P
P
S P
P
P P
| 4
P
4
P



0371
0374

ESF

0347
0359
0372
0373

Tax Admin. Improv.
Education Sector
Improvement

ESF Program

ESF Program - FY 87
ESF Preogram - FY 88
ESF Program - FY 89

P.L. 480

HIG

i

Title I

Section 416
{Multi-Purpose)

Title II

TRADE CREDIT AND

INSURANCE PROGRAM

REGIONAL

0002

0003

CENTRAL

Regional Admin. of
Justice
Strengthening De-
mocracy

CABEI

Cooperative Housing
Foundation

_14_

Objective Number

b= B~ T - I

8

LG 1l 12 13 14
14
P
13
P
P
P
P
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1. New Project and Amendment Descriptions

NEW PROJECtY DESCRIPTION (Add-on)

Country . : Guatemala

Objective H No. 1, Increased Value of Agricultur-
al Production

Project : 520~0255, Small Parmer Diversifica-
tion Systems

Appropriation Account: DA

Functional Account H FN

Lop : $10,196,000 Grant, of which
$6,500,000 is new funding to be
provided in FYs 1988 and 1989

o $6,069,000 Loan, of which $569,000

will be reobligated from project
520-0238 {Small Parmer Marketing)

Descriptor : 070

PID or EStH Concept Paper:

vate scheduled to be received

in AlD/W if approved by AID/W: N.A.

Date scheduled to be reviewed

in EField if approve by field: N.A.

Date scheduled to be approved: N.A.
pescription

The purpose ot tnis three-year add-on is to expand exten-
sion and production efforts in fruits and vegetables in the
Western Highlands (current project) and begin expansion to the
Central Highlands (vepartments ot Chimaltenango, Sacatepéquez,
and Guatemala) which have similar agroecological conditions.
This project has been beset by a number of implementation prob-
lems in the past, but present indications are that it is now
beginning to produce the intended results. The concept remains
valid and the Mission believes that with appropriate attention
to implementation and some adjustments in specific content, an
acceleration of the project can be achieved.
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Under the add-on, the private sector (agroindustries, foun-
dations, universities, farmer associations) will be énlisted to
intensify tne diversification effort, while the existing public
sector mechanisms will be streamlined and simplified through a
redesign of the present project which will involve, inter alia,
a reduction in implementing agencies. An important new element
will pbe introduced to offset the income loss to small farmers
caused by the drop in world coffee prices. An improved coffee
production technology will be introduced te reach some of the
80,000 small coffee producers. The new technology package.will
permit the farmers to obtain similar or higher coffee vyvields
than at present from smaller land areas, and to use the freed-
up areas to diversify into other cash wvalue nontraditional
crops. Project components include research, extension, train-
ing, production and marketing information dissemination, and
credit.

Potential Policy Issues

Issues include how closely the public agricultural Ssector
is willing to work with the private sector National Coffee As-
sociation in the diversification effort, and how much the pri-
vate sector is willing and able to contribute in terms of money
and personnel,

Narrative

Major Development Problems. From a global perspective,
Guatemala's poor performance during the 1last five years in
overall GDP and agricultural GDP growth has been due principal-
ly to the dependence of the economy on a few traditional agri-
cultural export crops whose international prices have seriously
declined. This has resulted in declining investment, employ-
ment and income opportunities in these crops and growing pover-
ty in the affected rural areas. During the last twenty years,
there have been increasingly strong pressures on agricultural
land in Guatemala, especially on small farms in the crowded
Highlands. This has forced subsistence farmers to exploit more
marginal land and/or search for more remunerative production
opportunities. The ensuing intensification of agricultural and
economic activity has placed a great deal of stress on the nat-
ural resource and agricultural support systems that sustain
them.

In order to change the structure of production in agricul-
ture to nontraditional crops which have a small, but growing
market both internally and internationally, the Small Farmer
Diversification Systems Project was initiated in 1981 to assist
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the Government to undertake research and extension in fruit and
vegetable crops in the Western Highlands. When combined with
small-scale irrigation, soil terracing, production credit, ac-
cess roads and marketing (all on-going AID projects), research
and extension interventions under the project have led to in-
creased on-farm employment, higher small-farmer incomes, and
improved productivity in the region of the country which is the
most depressed economically and nutritionally. In fact, the
project to date nas been responsible for Q8 million of in-
creased agricultural production from fruits and vegetables,
benefitting 2,500 small tarmer families.

The project extension must address a two-fold problem: (a)
declining investment, foreign exchange earnings and small farm-
er income and employment from traditional agricultural export
crops, and (b} the need to identify and produce in the crowded
Highlands nontraditional crops which are labor-intensive, can
be grown on small plots of land, and provide considerably im-
proved income opportunities for the small farmer population.

If farmers are not growing the appropriate quantity and
gquality of crops to meet market demand, they may be even worse
off economically than before diversification because of in-
creased uses of costly inputs, lower product prices, and lack
of excess earnings to invest in the protection of their natural

resource base. The best means to assure an adequate return to
small-farmer investment in diversified crops is to strengthen

the marketing information and the adaptive research and disse-
mination system.

kelationship to A.I.b. Strategy and Policies. Low agricul-
tural productivity and, subsequently, low rural incomes are
recognized as a major constraint to the growth of the overall
agricultural economy of Guatemala, as well as having a serious
nutritional impact on the AID target group. An important part
of the AIvu sectoral policy and strategy is to increase produc-
tivity and management of fragile resources, thereby helping
Guatemala to assure food security, especially for its poorer,
rural population.

The project supports the NBCCA goals of accelerating agri-
cultural development through increasing and diversifying pro-
duction on small and medium-size farms, including support of
research and extension services for crops produced for the do-
mestic market. it directly addresses the LAC objectives to
increase the value of agricultural production and of nontradi-
tional agriculitural exports and will serve as the major vehicle
for meeting the USAIL target of diversifying production on
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9,662 hectares of small-scale farmland by 1990. Overall, the
project will contribute significantly to the reduction of rural
poverty in the Highlands and among small coffee growers.

Major Components, Activities and Implementing Organiza-
tions. The add-on will address the problem of low productivity
through expanded adaptive agricultural research and diversifi-
cation. It will assist the public sector institutions to bet-
ter focus and expand their diversification activities, while
drawing on private sector entities to provide research services
in fruits and vegetables to small farmers. Emphasis will be
placed on dissemination of diversification techniques developed
under the project thus £far through existing representative
farms and through producers' associations. These associations
will provide small farmers with an advocacy unit, as well as a
forum for identifying and resolving problems in the production
and marketing of fruits and vegetables.

Research: Variety trials on "leading" farmers' parcels in
various climates and soils will be undertaken in order to de-
termine the adaptability of market-demanded new and existing
fruit and vegetable varieties for export. These would be very
short-cycle trials, leaving the more sophisticated, basic re-
search on these crops to be contracted with Guatemalan univer-
sities, private institutions and/or the GOG national research
service (ICTA). The introduction of high-yielding, rust-resis-
tant varieties of coffee will be undertaken through ANACAFE in
order to provide small coffee farmers with the appropriate pro-
duction technology to increase coffee yields and permit them to
maintain total preoduction levels while treeing up land for new,
nontraditional crop production (e.g., cocoa).

Extension: Through on-farm trials considerable interest
will be generated among farmers for new crops and/or varie-
ties. Once a crop/variety is "adapted", it will be dissemi-
nated through the project to farmer groups by means of on-farm
demonstrations, field days, intensive information campaigns
{pamphlets, video, radio), and formal £farmer education. The
project will continue to utilize the GOG agricultural extension
service (DIGESA) and farmer associations for distribution of
information and farmer training.

Information Dissemination: One of the principal objectives
of the project will be to compile and disseminate up-to-date
market information on fruits and vegetables, both at the na-
tional and international levels. Private firms and/or Guatema-
lan universities will be contracted to undertake specific stud-
ies on identified production and marketing constraints. The

.I
i
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project will use radio to channel national and international
marketing information, gathered by the Guilad of Exporters of
Nontraditional Products (Gremial) and the GOG National Agricul-
tural Marketing Institute (INDECA), to growers.

Credit: The Project will provide production credit through
the private sector and the Agricultural Development Bank (BAN-
DESA) utilizing project loan Eunds, supplemented by P.L. 480
Title I and Section 416 local currency.

The Mission is addressing a series of operational con-
straints in BANDESA which have resuited in a large pipeline of
unused AID resources. ‘The Bank's overcentralization, cumber-
some procedures, inadeguate technical staff, and infrequent
loan supervision drastically curtail efficiency, increase
transaction costs, and encourage loan delinquency. BANDESA has
recently introduced measures to streamline credit operations
and has requested AID assistance in analyzing constraints to
borrower access, processing costs, and bottlenecks in its anal-
ysis and approval system, and recommending changes to promote
more rapid and effective lending.

The project will fund training and technical assistance for
BANUDESA's Central Office and network of rural offices and will
provide hard and software packages to upgrade rural office ac-
counting systems and collection records. Field personnel will
be provided technical training to enable them to better under-
stand the productive role of ftarmers. Additionally, BANDESA
field offices will receive resources to cover administrative
expenses.

Under the redesigned project DIGESA will be designated as
the principal implementing agency with BANDESA and ICTA in sup-
porting roles.

Expected Project Outputs (Add-on)

-- XX percent increase in volume of fruits and vegetables
produced by small farmers in the Western and Central
Highlands including XX percent increase in volume ex-
ported {percentages to be determined)

-- 1,000 hectares diversified, providing increased income
to participating small farmer families

-- Vegetable and fruit producers' associations established

to channel production, marketing and technical assist-
ance to members
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-~  BANDESA credit operations upgraded and streamlined to
provide production credit quickly and efficiently to
diversifying Earmers

-- 20,000 small cotfee farmers producing increased yields
and diversifying into alternative crops

-~ Private sector institutions working in partnership with
public agricultural agencies .to support diversifica-
tion, particularly in the areas of research, informa-
tion dissemination, and credit

Rationale for Funding. ‘'The add-on calls for a major in-
crease in grant funding to finance technical assistance, a por-
tion of adaptive research and training costs, special produc-
tion and marketing studies, information dissemination activi-
ties, and baseline and evaluation studies. The present loan
level is considered adequate, with the addition of $569,000 in
deob-reob funds and local currency, to finance credit require-
ments, commodities and a portion of training costs over the
life of the project extension.

Project Documentation Schedule

Mission review and approval of Concept

Paper for add-on May 1987
Mission review and approval of

PP Supplement October 1987
Project Agreement Amendment signed November 1987
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NEW PROJECT DESCRIPTION

Country H Guatemala

Objective : Nq._lZ, Improve Educational Opportu-
nities

Project H 520-0324, Private Sector Skills
Training

Appropriation Account: DA

Functional Account : EH

LOP : $5,000,000 Grant

bescriptor : * 610

PIb or ESF Concept Paper

Date scheduled to be received
in AID/W it approved by AID/W: N.A.

Late scheduled to be reviewed
in tfield if approved by field: December 1987

Date scheduled to be approved: December 1987

bescription

t'he purpose of this project is to improve and expand voca-
tional and skills training programs for Guatemala's low-income
private sector labor force. Populations in rural areas of Gua-
temala, in general, and in the growing marginal urban areas
currently have minimal access to training programs to upgrade
production skills. These semi-skilled individuals, already
active in modern sector economic activities (whether employed
or self-employed), see their potential limited by lack of ac-
cess to training programs. Preliminary assessments conducted
by the Mission in 1986 have confirmed the need to develop a
training program administered by existing institutions to im-
prove and expand private sector demand-driven vocational and
skills development opportunities.

The Technical Training and Productivity Institute (INTE-
CAP), which 1s the major skills training institution in Guate-
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mala, will receive funding under the proposed project to im-
prove and expand outreach services in order to Lrain the low-
income Llabor force in rural and marginal urban areas who are
already engaged in economic activities, but at low levels of
productivity. INTECAP will offer skills courses in areas iden-
tified by the private sector to increase worker productivity.

Other institutions may also be selected to receive limited
assistance to improve and expand their programs if a direct
private sector link can be demonstrated. A comprehensive pri-
vate sector human resource training needs assessment will be
conducted in June or July 1987 to pinpoint specific training
needs by occupational group, skill level and trade; to deter-

mine existing training opportunities; and, to identify unmet.

training needs.

The project will be developed to complement other Mission
activities which require wvocational and skills training, such
as Rural Electrification III, micro, small, and medium-size
business development, and export processing zones which require
adequate pools of skilled and semi-skilled labor.

Potential Policy Issues

A potential issue will be the acceptance by training insti-
tutions of direct private sector involvement in the determina-
tion of training needs, certification standards, and specific
competencies,

Narrative

Major Development Problem. Lack of private sector demand-
driven training opportunities for a large proportion of the
economically active population, in both rural and marginal ur-
ban areas, which would increase productivity and income.

Relationship to A.I1.D. Strategy and Policies. This project
is responsive to LAC and NBCCA program guidelines which call
for, respectively, promoting vocational and skills training
related to employment and productivity; and, expansion of
skills training institutions in both the public and private
sectors. The project will strengthen ~existing institutions
(public and private} wnich have good potential to meet high-
demand training needs for the benefit of the rural and marginal
urban poor.

Major Components, Activities and Implementing Organiza-
tions. The project's major component 1is productivity training
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oriented to improving the production and business development
skills in response to private sector needs. INTECAP, a para-
statal institution financed through a 1 percent payroll tax
levied on the private sector, will provide training to firms
and individuals in secondary cities, small towns and the mar-
ginal areas of major urban centers. Flexibly scheduled courses
will be offered through INTECAP's seven training centers or
through mobile units. Individuals or associations, such as
cooperatives, receiving training will pay nominal fees and/or
provide expendable training materials,

Mobile units may be usetul to train individuals in rcural
areas, e.9., in productive uses of electricity in communities
covered under the Rural Electrification Project, PER III. Such
units could support USAIL/Guatemala‘’s private sector and agri-
culture projects by meeting special training needs of organized
gyroups, e.g., cooperatives (accounting, product handling and
storage, packing); <community industries (demand identifica-
tion, product flows, pricing, use of advance tools, utilization
of local materials); and, municipalities and infrastructure
committees (building of cold storage rooms, silos, bridges).
Resources of INTECAP's training centers could be drawn upon as
needed to complement mobile unit programs.

INTECAP will finance instructors' salaries, per diem and
operating costs. Project funds will be used to procure re-
yuired equipment and tools, develop courses and for technical
assistance. INTECAP is expected to play the major role in this
project; however, if the needs assessment indicates that MOE
vocational schools or other institutions should be considered,
these programs may also be included.

The project, in being responsive to private sector needs,
may find it necessary to look at program 1improvement as a proj-
ect component. This may involve assisting participating insti-
tutions in the development of a sound and uniform trade certi-
fication system, including analyses of occupational levels and
job entry level skill requirements. This could lead to estab-
lishing competency levels which would be translated into train-
ing objectives, content and evaluation standards. These stand-
ards would provide the basis for the development of flexible
modular courses, materials and instructional activities.

If required, the project would train instructors from par-
ticipating institutions in the use of competency-based courses
and instructional schemes and assist the participating institu-
tions in developing management information systems, to invento-
ry skills needs and career choices among clients, ctrace gradu-
ates, and use census and survey information from the private
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sector in determining future direction.

Expected Project Outputs

- Skills training programs established which meet pri-
vate sector needs .

-- 3,000 private sector individuals trained annually

- Enhanced certification standards adopted by partici-
pating training programs

- Improved instructor capacity

Rationale for Funding. The project is the first of its
kind to be attempted by USAID/Guatemala. The benefits of some
interventions such as enhanced private sector involvement 1in
.course selection and training needs identification, uniform
certification standards, and use of competency-based instruc-
tion must be demonstrated and accepted by the participating
institutions. Therefore, the use of grant funds is recom-
mended. The use of ESF or P,L. 480 local currency may also be
appropriate for some prcject costs.

Project Documentation Schedule

Mission review and approval of PID December 1987
Mission review and approval of PP April 1988
Project Agreement signed June 1988
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NEW PROJECT DESCRIPTION {(Add-on)

Country : Gnatemala

Objective : No. 1, Increased Value of Production

froject: : 520-0343, Commercial Land Markets II

Appropriation Account: a

Functional Account : FN

Lop : $7,000,000 Grant, of which $5,000,000

is new funding
bescriptor H 055
PID or ESF Concept Paper

Date scheduled to be received .
in AID/W if approved by AID/W: N.A.

Date scheduled to be reviewed
in field it approved by field: N.A.

Date scheduled to be approved: N.A.

Description

This project provides additional grant funds to expand the
Penny Foundation program by further developing and promoting
long-term financing to permit landless and land-poor farmers to
purchase arable land and to provide these farmers with tech-
nical assistance and credit to support increased agricultural
production on these lands.

Potential Policy Issues

Rapid expansion of the Penny Foundation operations will
place considerable stress on the institutional capacity of the
Foundation. This aspect of the project will merit close at-
tention.

Narrative

Major Development Problems. Land and its use as an econo-
mic development resource is the main focus of this add-on.
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Landlessness or lack of adequate land to support a family has
lead to mass migration of rural poor to the city in search of
employment and has caused rural unrest, especially on the South
Coast. Violent confrontations are being threatened between
unemployed l=ndless and large landowners. Meanwhile, in many
cases high!y productive land is lying idle.

The Piiot Land Market Project has resulted so far in up to
400 percent increases in gross earnings for landless or land-
poor beneficiaries, as well as a considerably increased source
for family and village productive labor.

Relationship to A.I.D. Strategy and Policies. Land use
and tenure 1s recognized as a major constraint to the growth of
the agricultural economy in Guatemala and, therefore, is an
important part of the BAID sectoral policy and strategy. By
providing access to the productive land resource, this add-on
supports the goal of achieving increased agricultural produc-
tivity and rural incomes with a greater share in the rewards of
growth for land-poor farmers and landless labors.

Major Components, Activities and Implementing Organiza-
tions. In August 1984 USAID/Guatemala signed a Grant Agreement
with the Penny Foundation for $1,000,000 (Project 520-0330),
followed in 1985 and 1986 by additional $1,000,000 increments
(under Project 520-0343) for the Foundation's land markets pro-
gram. The Foundation has developed a mechanism which permits:
(1) the purchase of land for 50 percent cash and 50 percent
Certificates of Guarantee, which provide the seller with yearly
payments over 3-5 years at 9 percent interest annually; (2)
resale of the land in 2.5 hectare parcels to landless or land-
poor farmers with a 10 percent down payment and the balance
paid over 10 years at 12 percent interest annually; (3) 1is-
suance of secondary mortgage paper to generate additional oper-
atiny capital; and ({(4) provision of technical assistance and
credit on a timely basis to the beneficiaries.

The proposed add-on will build on and improve the Founda-
tion's present system in the following ways:

a. Institutional Modifications. The Foundation will es-
tablish a separate Land Purchase and Sale Unit to accelerate
drawn down on the remaining plipeline and new funding under the
add-on for the land purchase/sale program. This Unit, headed
by an experienced financial administrative manager, will be
sub-divided into agronomic, legal, administrative and financial
departments in order to provide the Foundation with greater
technical expertise and a more efficient review and approval
system.
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b. I[nvestment Bonds. In lieu of issuing secondary mort-
gages to generate additional capital resources, the project
will develop Land Market Investment Bonds. These bonds, paying
market interest rates, will be registered in the Central Bank
and be guaranteed by the Poundation. This mechanise will faci-
litate the issuance of bonds since they will be backed by the
total financial portfolio of the Foundation rather than by a
specitic piece of land.

c. vrogram Changes. Based on a recent evaluation of the
first pilot Land Markets project, several modifications in the
current project will be introduced under the add-on including
collection of baseline data, a rigorous annual evaluation sys-
tem, varying land purchase arrangements, and participant in-
volvement in farm planning.

d. Land Registration. Technical assistance and training
will be provided to the National Title Registration Office to
modernize and accelerate title registration procedures which an
expanded proygram reguires,

e. Special Studies. Funds under the add-on will be used
to carry out several studies to explore various land options,
alternative land redistribution mechanisms, the feasibility of
a larger land mortgage bank, beneficiary financial participa-
tion in the long-range funding of an expanded land market acti-
vity, and provision of credit and technical assistance by pub-
lic sector agencies and private banks.

Expected Project Outputs (Add-on)

-- land parcels purchased and settled by 1,700 families
-- 4,250 hectares of land purchased and redistributed

-= $2,500 in net income earned per annum per family after
crop has been established

-- mechanism established for the sale of land market in-
vestment bonds

-- improved land registration system operating

-- alternative land transfer and land use options identi-
fied

Rationale for Funding. Grant funds are being proposed for
this add-on because of the political sensitivities of this in-
tervention between the private sector and governmental agen-
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cies. Also, the foreign exchange risk required in the medium-
range management of loan funds would necessitate the participa-
tion of the Central Bank, which would raise the spectre of Go-
vernment control of the program in the eyes of the private sec-
tor. However, were the GOG to agree to provide local curren-
cies to the program without concommitant GOG control and with-
out creating private sectour perception of a Government role in
managing the project, these funds could facilitate a consider-
able expansiecn of the land markets program.

Project Documentation Schedule

Mission review and approval of Pp June 1987

Grant Agreement Amendment signed July 1987
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NEW PROJECT DESCRIPIIGHN

Country H Guatemala

Ubjective : No. 1, Increase Value of &qr;cu?tuzal
Production

Preoject H 520-0352, Tertiary Roads

Appropriation Account: ba

Functional Account : FN

Lop : $20,000,000 Loan
$ 1,000,000 Grant

Descriptor H 061

PID or ESP Concept Paper

Date scheduled to be received

in AID/W 1f approved by AID/W : N.A.

Bate scneduled to be reviewed

in field if approved by field : April 19387
vate scheduied to be approved : April 1987

Description

This project will improve the delivery of inputs, outputs
and services for the benefit of small farm families by provid-
ing a dependable all-weather link between farm-to-market roads
and secondary roads in the Western Highlands., Over a six-year
period, an estimated 1,BU00 kilometers of tertiary roads will be
upgraded through road bed widening, road realignment, improve-
ment in existing drainage, and infrastructure and resurfacing.
Use of local labor in upgrading tertiary roads will be maxi-
mized.

Potential Policy Issues

None.
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W

Narrative

|

Majecr rvsvalopment Problems. buring the last two decades
the Government ot Guatemala (GUG) has invested significantly in
impcoving and paving main roads. The primary and secondary
nighways are generally in good condition, providing interre-
g.onal transpcrtation for agricultural sector production a*
reasonable cost.  However, these highways are not supported by
& Gependable tertiary road system that connects them to thre
fTarm-to-markai road system.

Altnough a map of the 13,500 Km. road network of Guatemala
appears to cover most .of the rural areas, the country's moun-
tainous =anda broken topography in actuality denies direct farm-
to-marker GLransgortation to all but those who farm the corri-
dors immzxdlately adjacent to existing roads. Some progress has
neen made over the last decade with GOG construction of an es-
timated Y0U xilometers of all weather rural access roads in the
Guatemalan Highlands utilizing labor-intensive construction
methods. These roads have provided previously isolated rural
communities witn year-round access to agricultural inputs,
techhical services and local and regional markets:- Currently
the GOG is constructing an additional 800 Kms. of access roade
under the AIb-financed Farm-to-Market Roads Project (520-0333)
at a pacve of 200 Xms. per year.

Tartiary rocads are a weak link in the connection between
rarmers andg the markets and services they require to improve
‘income levels and family living standards. Lack of tertiary
roac access reduces the frequency of trucking services, raising
freight cost for small farmer produce and agricultural inputs,
and reaucing the dependability of services at critical harvest
seasons. ‘Phe result is reduced incentives for small commercial
farmecrs tn invest in higher wvalue crops and for development of
private sector processing/packing industry and other potential
¢ural businesses. Dependable access is also a prerequisite for
th= expansion of rural socio-economic development programs
{e.3., 1in nealth, education) aimed at improving rural public
N2t vVices andg the overall well-being of the rural poor.

Nrher donors such as IDB and the World Bank are involved
vrimariiv on consiruction or vpgrading of primary and secondary
roads. But even thelr combined efforts result in the construc-
tion of only some 200 Kms., per year, far below what is required
"o meet the needs of Guatemalan farmers.

Relatiouship to A.I.D, Country Strateqy and Policies. The

ATD Cuantry oStrategy seeks to improve the existing resource
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pase in rural areas, increase efficiency in the use of avail-
able resources and accelerate agribusiness development and ex-
ports. This project wili contribute to these objectives and
enhance the production and earning potential of rural workers
by meeting a critical infrastructure need in the project area.

Major Components, Activities and Implementing Organiza-
tions. In order to provide guaranteed all-year access by the
rural farming community producing non-traditional crops for
regional, national, and international markets, the transporta-
tion link must be improved between the paved, national highway
network and the all-weather access roads recently constructed
in nighly popuiated, agriculturally rich but income-poor moun-
tainous regions of Guatemala. Because these roads pass through
the more populous areas of Guatemala, local labor will be used
to the maximum extent practical. This effort will be supported
by heavy equipment to transport gravel for improved running
surfaces and major road cuts and fills in realigned sections.

Implementing agency Eor the project will be the General
Directorate of Roads (Direccidén General de- Caminos -~ DGC), a
depenagency of the Ministry of Communications, Transportation
and Public Works, which is responsible for the planning, de-
sign, construction and maintenance of all public roads and
bridges. The construction department of DGC has been expanded
and strengthened in order to construct farm-to-market roads
under the GUG's Rural Roads Program. It operates an effective
road maintenance prograr whicn utilizes community work crews
supported, when needed, by DGC owned and operated equipment.

Expected Project Outputs.

-- Upgrading of 1,800 Kms. of selected rural tertiary roads

-- Dependable access to markets and services provided to
approximately 168,545 families in the project area

-- Increased income provided to an estimated 60,000 rural
families employed 1n tertiary road construction and maintenance

Wnile not a direct project output, it is also anticipated
that tertiary road upgrading under the project will facilitate
establishment of improved farm infrastructure {irrigation, soil
conservation structures) on approximately 674,200 hectares of
farm land. .

Funding Rationale. It is proposed that $20 million in loan
funds be provided for costs directly related to road construc-
tion including skilled and unskilled labor and equipment pro-
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curement and that $1 million in grant funds be used to finance
the cost of construction supervision, baseline surveys, evalua-
tions, and audits. While it was originally intended that this
FY 1987 project be funded at $10 million and fcllowed by a sim-
ilar project in FY 1989, the Mission proposes to integrate the
two projects into an expanded tertiary roads program with a
six-year life. The project represents a virtual c¢ontinuation
of a successtul AlIvb-financed road construction program and
raises no policy issues which would require AID/W considera-
tion. For these reasons, the Mission proposes to proceed with
PID review and approval in mid-April leading to an August 1987
obligation. -

Project Documentation Schedule

Mission review and approval of PID April 1987
Mission review and approval of PP June 1987
Project Agreement signed August 1987
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NEW PROJECT DESCRIPTION

Country : Guatemala
Objective : No., 2, Strengthen the Private Sector
Project : 520-0353, Rural Electrification III
Appropriation Account: DA
Functional Account : FN
Lorp : $2,000,000 Grant
$8,000,000 Loan
Descriptor : 062/110

PID or kSF Concept Paper

Date scheduled to be received °
in AIb/W if approved by AID/W : N,A.

Date scheduled to be reviewed
in field if approved by field : September 1987

L1]

Date scheduled to be approved September 1987

Description

The purpose of the project is to provide electrification
to rural areas where the introduction of electricity will allow
for more productive utilization of existing resources and in-
frastructure. ‘the project will finance (1) construction of
electrical lines and connections; {2) training of community
members in productive uses of electricity; and, (3) credit for
small rural enterprises.

Potential Policy Issues

None.
Narrative

Major Dbevelopment Probleas. A principal constraint to
development of Guatemala's rural areas is the lack of adequate
infrastructure. ‘'The availability of electrical service is ex-
tremely important for development, be it the improvement of
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agricultural technologies, or the promotion of nontraditional
export crops. Any private sector intervention in the rural
areas, especially in industry or agro-industry, will have as a
necessary prerequisite the existence of an adequate supply of
electrical energy.

The electrical service coverage of Guatemala's rural areas
is the second lowest in Central America: only 7 percent of the
rural population has access to electricity. The successful
start-up of the 300 MW Chixoy hydroelectric power plant in 1985
was a major step in addressing the problem of insufficient pow-
er generation, Distribution of power is now the primary con-
straint.

In the past, the high cost of electricity has been a seri-
ous obstacle in the productive use of electricity at the house-
hold 1level in Guatemala. However, with the availability of
low-cost energy from Chixoy, the costs of home lighting with
electricity will be lower than any other possible alternatives
in rural areas. If properly complemented with a productive
uses of electricity program, electricity can promote the crea-
tion or improvement of home industries, crafts and small com-
merce. :

Another area where electricity will be increasingly impor-
tant in the years ahead is environmental sanitation and health.
It has been estimated that in approximately five years all the
springs available for gravity-fed potable water systems will
have been used or contaminated in the Highlands. The second
economic alternative is pumping underground water. In order to
do this, the availability of electricity is essential since the
depth of the water table in the Highlands does not allow the
use of hand pumps, and electricity is now a cheaper alternative
for pumping than the use of fossil fuels.

Currently, no other donor is supporting rural electrifica-
tion in Guatemala. INDE plans to request IDB or World Bank
assistance for this purpose but, given INDE's commitments with
these institutions For the Chixoy hydroelectric plant, financ-
ing for rural electrification is not expected before 1990.

Relationship to A.I.D. Country Strategy and Policies. The
proposed project responds to USAID/Guatemala's CDSS objective
of improving productivity and incomes of poor rural families
and to the specific objectives of increasing employment in ru-
ral areas and providing opportunities for off-farm employment,
and supports the LAC and USAID goal of strengthening the pri-
vate sector.
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Major Components, Activities and Implementing Organiza-
tions. A detaliled description of each project component 1s
z1ons
glven below:

1. Construction of Lines and Electrical Installations.
{$8,000,000 Loanj}. Approximately 400 Kms. of subtransmission
lines and 800 Kms. of distribution network will be constructed
and electrical connections appropriate for industrial, commer-
cial and nousehold uses will be provided for approximately
50,000 new rural users in 250 communities with potential for
productive uses of electricity. The construction of threephase
lines which are more suited for industrial uses will be an im-
portant [Locus of construction activities, The project will
also provide commercial connections for small industries, busi-
nesses, farms and shops, charging variable connection rates
according to size and potential consumption.

The rural communities to be provided with electrical
service will be limited to those where electricity can be used
as an effective development factor. This will be accomplished
through a selection process similar to that used in the ongoing
PER II, by which service requests are rated through indexes
which reflect the level of infrastructure and economic activity
of the community.

The construction component will be implemented by the
rural electrification division of the national electrical util-
ity, Instituto Nacional de Electrificacion (INDE). INDE's per-
formance in the implementation of the current Rural Electrifi-
cation Project II {(PER II) has been very successful, and INDE
has repeatedly expressed interest in continuing these efforts
through a third phase of the project.

2. Training of community members in productive uses of
electricity ($900,000 Grant}. This component will provide
training directly related to productive activities which use
electricity as their main source of energy, such as tailor
shops, shoemaking, weaving, corn mills, carpentry, and black-
smith shops.

3. Credit for small local enterprises {($1,100,000
Grant). This component will provide loans tc small enterprises
in the communities to be electrified. One subcomponent will
provide ioans at market rates to small enterprises which al-
ready operate in newly electrified communities in order to en-
able them to buy electrical machinery and/or equipment to im-
prove their operations. A second subcomponent will provide
credit to encourage the establishment or expansion of small
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businesses for which electricity is the main source of energy
in project communities.

The -implementing agency for the training and credit
components will be determined during project design and may
include one or more PVOs.

Close coordination will be maintained with other Mission
projects to reinforce USAID efforts-in areas such as microen-
terprise development, agroindustry, improvement of agricultural
technologies, marketing of agricultural products, and health.
Training activities will be coordinated with and complemented
by the Private Sector Skills Training Project.

The contribution of PER III to the economic development of
participating communities will be <c¢losely monitored through
yearly progress evaluations and an impact evaluation to be con-
ducted two to three years after project completion.

Expected Project Outputs. The project will directly bene-
fit approximately 50,000 rural families in 250 communities of
the Western Highlands, providing them with electrical service
for household, commercial and industrial purposes. Anticipated
project outputs include the following:

-- 400 Kms. of subtransmission lines constructed
-~ 300 Kms. of distribution network built

-- 50,000 electrical rural connections installed

-- 1,200 rural workers provided with technical/vocational
training

-- 5,000 rural inhabitants trained in productive uses of
electricity

-- 100 small rural enterprises provided with credit

Rationale for Funding. Of the proposed $10 million ($8
million 1loan and $2 million grant), loan funds will £finance
infrastructure investment (construction and installation of
electrical lines, networks and connections) and grant funding
will be used to finance training, credit and technical assist-
ance. Grant funds may be supplemented or complemented by PL
480 Title I Section 1038 funds.

Project Documentation Schedule

Mission review and approval of PID September 1987
Mission review and approval of PP February 1938
Project Agreement signed April 1988

¢
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NEW PROJECT DESCRIPTION

Country : Guatemala

Obiective : No. 8, Increase Access to
Voluntary Family Planning Services
No. 10, Reduce Infant Mortality

Project : 520-0357, Improved Family Health

Appropriation Account : DA

Functional Accounts H PN, HE, CS

LOP $26,000,000 Grant

Descriptor : 400/500
PID or ESF Concept Paper

Date scheduled to pe received
in AID/W if approved by AID/W: September 1987

Date scheduled to be reviewed

in field if approved by field: N.A,
bDate scheduled to be approved: October 1987
Description

This five-year health sector project will assist public and
private health and family planning agencies in carrying out
services and information delivery wnhich will significantly im-
prove tne health status of Guatemalan families, with emphasis
on women and children. Public and private sector agencies will
implement, in an integrated and coordinated fashion, Child Sur-
vival interventions including: Oral Rehydration Therapy, Immu-
nization, Growth Monitoring, Acute Respiratory Infections and
Birth Spacing. Program support will assist the institutions
involved in improving the management support sysStems necessary
to ensure efficient and effective implementation of a National
Child Survival Program.
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Potential Policy Issues

A strong, concerted GOG commitment to significant reduc-
tions in morbidity and mortality rates among infants, children
and women in reproductive age is required. In the short term,
this commitment will be demonstrated by GOG approval in 1987 of
draft National Maternal Child Health and Child Survival plans.
A longer-term commitment will be reflected by net and real in-
creases 1n the budget for the national health account which are
allocated to primary health care (especially c¢hild survival
programs) vis & vis hospital care.

Approval of the draft Population Policy operationalizing
Decree No. 47 of the new Constitution, which guarantees the
right of Guatemalans to freely choose the number and spacing of
their children, would help accelerate progress in this area.

Narrative

Major ODevelopment Problems. ‘The leading causes of high
mortality and morbidity in Guatemala include gastrointestinal
infections, complications of pregnancy or childbirth, and pre-
ventable conditions such as acute respiratory, diarrheal, and
immuno-preventable diseases. The predisposing factor of mal-
nutrition which atffects 80 percent of the general population is
hidden due to under diagnosis and reporting. These conditions
primarily affect women, and children under the age of five, who
represent approximately 68 percent of the total population.
Particularly dramatic is the grim statistic that mortality
among children five vears and under accounts for more than half
of all deaths during any given period in Guatemala with 60 per-
cent of these deaths occurring among infants under one year of
age. Additionally, half of the deaths among mothers are the
result of pregnancies which are poorly timed, too frequent and
too numerous.

At the root of this tragic situation are factors of uneven
availability of appropriate, high quality health services; low
access (physical, cultural, linguistic, economic) to existing
services; and, poor utilization of accessible, and available
services by the segment of the population most in need-women in
fertile age and children. Aggravating these systemic factors
are the constraints of widespread poverty, low educational at-
tainment and a high degree of linguistic diversity.

Clearly, the aforementioned factors are not all amenable to
rapid modification resulting in health status improvement.
Financial resources (external and national), political and
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technical commitment, and effective and efficient management of
available resources must be coupled with a felt need in the
population to improve the quality of their lives.

This sector support program will permit a leveraging of
grant resources to support interventions which promote a coor-
dinated, systematic attack by public and private health and
family planning agencies on the causes of poor health among
women and children in Guatemala. The program will also assist
these institytions in strengthening the support systems re-
quired for effective and efficient implementation of primary
healtn care and child survival programs.

Relationship to A.[l.D. Strategy and Policies. The proposed
five-year health sector program is consistent with both NBCCA
and Mission strategies. The Child Survival strategies directly
address reduction of infant mortality and increases in access
to voluntary contraception. Public institutions will be
strengthened through planning and management improvements in
their program support systems. The private sector will have a
strong role in augmenting the GOG's capacity to deliver appro-
priate, high quality services and information to currently un-
derserved or unserved population segments.

Major Components, Activities and Implementing Orqaniza-
tions. Major project components are as follows:

1. A Technical Services for Child Survival component will
provide financial and technical assistance to both public and
private agencies for implementation of Child Survival interven-
tions.

2, Under the Management Improvement component, assistance
will be provided to the Ministry of Health to improve its ca-
pacity to plan, manage and evaluate primary health care and
child survival programs. Specific areas of management improve-
ment to be addressed include: supply and medical logistics:
health program planning and budgeting; operations research and
program evaluation; and, information systems.

3. The Information, tducation and Communication (IE&C)
component will strengthen the capability of implementing agen-
cies in using modern social communication techniques to promote
adoption of primary health care and child survival practices by
the target population.

4. The Training component will assist all agencies by
supporting training activities in specific technical areas as
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well as skills upgrading in such areas as supervision,
nel management, communication skills, and information
ment.

person-
manage-

Agencies which are expected to participate in the implemen-

tation of this project include the Ministry of Health,
ternational Planned Parenthood affiliate (APROFAM), a

the In-
contra-

ceptive social marketing firm (IPROFASA), the Guatemalan Asso-
ciation for Family Life Education (AGES), selected peasant la-
bor groups, and private health maintenance organizations. Im-
plementing agencies will provide cash and in-kind counterpart
contributions such as staff, transport, training facilities,

warehousing, and administrative support costs.

Expected Project Qutputs

Category LOPp

LAC Indicator: % of couples using modern

contraception 44.3

Mission Indicators:

-- No. of MOH facilities providing birth

spacing services 750.0

-~ No. of new users of birth spacing

services 200,000.0

-~ No. of new organizations providing

birth spacing services 9.0

LAC Indicator: reduced infant mortality

rate {per 1,000) 58.5

Mission Indicators:

-- % diarrhea cases treated with ORT _50.0

-~ % children (0-60 mos.) with complete series

of polio, measles, DPT, BCG 80.0

- -% pregnant women with tetanus toxoid 70.0

Rationale for Funding. Assistance in the health and popu-
lation sector has been traditionally good financed. As this
project does not generate income it would be difficult to sug-

gest a loan to the GOG in this time of fiscal austerity.
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Project Documentation Schedule

PID Submitted to AID/W September 1987

PP Submitted to AID/W May 1988
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NIisW PROJECYT DESCRIPTION

Country : Guatemala
Objective : No. 3, Stabilize Financial Structures
Project 3 520-0370, Economic Stabilization/
Structural Adjustment :
Appropriation Account: ESF
Functional Account 3 N.A.
LOP : FY 1988 $56 million grant
: FY 1989 $56 million grant
bescriptor : Y90
ESF Concept Paper 3

Date scheduled to be received
in AID/W if approved by AID/W: September 1987 (FY 1988)
. Septembey 1988 (FY 1989)

Date scheduled to be reviewed
in field if approved by field: N.A.

Date scheduled to be approved: November 1987 (FY 1988)
November 1988 (FY 1989)

Description

The FY 1988 and 1989 ESF programs will provide a grant
cash transfer of $56 million each year to the Government of
Guatemala to (1) support Guatemalan policy progress in achiev-
ing economic stabilization and structural adjustment; (2) aid
in meeting balance of payments financing gaps projected for
these years; and, ({3} assist in realization of Guatemala's de-
velopment objectives through local currency programming in the
areas of public investment and programs with the private sector
which stimulate exports and investment.

Potential Policy Issues

The Mission will develop a strategy to better link ESF and
sectoral and project policy dialogue. Key areas of concern
are agricultural credit and investment, government capacity to

ﬁ!
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implement projects and budgetary allocations to the Ministries
of Education, Agriculture and Health.

Narrative

Major Uevelopment Problems. The Program will address
three critical development areas. First, Guatemalan economic
growth is impeded by a foreign exchange gap resulting from
lackluster traditional export prospects and high debt service
requirements in 1988 and 1989. wWhile the nontraditional export
sector shows promise as a future, more stable source of foreign
exchange than Guatemala's traditional commodities, this sector
is starting from a small base and will not be important in
meeting Guatemala's ftoreign exchange needs until the 1990s,
The FY 1988 and 1989 ESF programs will be critical in assisting
Guatemala to meet its target rates of growth, resulting in a
modest increase in real per capita income by 1989,

Second, Guatemalan economic prosperity depends on contin-
ued commitment to sound economic management and to policies
which reduce structural disincentives to export and invest-
ment. The ESF program will seek to support positive policy
progress in these areas. Key areas of policy conditionality
will be {1) full unification of the exchange rate at a market-
determined level, (2) control of the fiscal deficit, and (3)
monetary restraint and rationalization of credit policy.

. Finally, Guatemalan development has suffered from years of
chronic underspending in economic and social infrastructure. A
significant portion of the ESF local currencies will be direct-
ed to budget support to help Guatemala catch up in this area.
Local currencies will also assist Guatemalan development
through programs with the private sector and private voluntary
organization which enhance productivity and investment, espe-
cially in the nontraditional export and microenterprise sectors.

Relationship to A.I.D. Strategy/Policies. The proposed FY
1988-89 ESF programs are conSistent with both NBCCA and Mission
strategy for Guatemala. The programs will assist the Guatema-
lan government to undertake policy reforms to stabilize the
economy and to stimulate growth through greater investment and
export. The development objectives of the strategy will be
furthered through programming of local currency and through
protection of the Guatemalan public investment budget in sup-
port of rural infrastructure.

Major Components, Activities and Implementing Organiza-
tions. N.A.
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bExpected Project Qutputs. N.A.

Rationale for Funding. The Mission requested, and receiv-
ed, a waiver allowing all grant ESF funding in PFY 1987. A sim-
ilar waiver will be sought in FYs 1988 and 1989. All grant ESF
serves to (l) reward Guatemala for its exceptional policy prog-
ress amid a severe economic crisis; (2) give the Mission great-
er policy dialogue leverage; and, (3) create dreater parity
between Guatemala's terms of ESF funding and those of its re-
gional neighbors.

Project Locumentation Schedule

FY 19884:;
Concept Paper submitted to AID/W September 1987
PAAD submitted to AID/W November 1987

FY 1989:
Concept Paper submitted to AID/W September 1987
PAAD submitted to AID/W November 1987
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NEW PROJECT DESCRIPTION

Country : Guatemala

Objective H No. 3, Stabilize Financial Struc~
tures

Project : 520-0371, Improved Tax Adminis-
tration

Appropriation Account : DA

Functional Account H SD

LOP : $3,000,000 Grant
$1,000,000 Loan
Descriptor : 980

PID or ESF Concept Paper

Date'scheduled to be received
in AID/W if approved by AID/W : N.A,

Date- scheduled to be reviewed

in field if approved by fielgd November 1987

4

Date scheduled to be approved : November 1987

Description

The purpose of the Improved Tax Administration project is
to assist the Guatemalan Ministry of Finance to update and in-
crease the effectiveness of 1its systems for administering ex-
isting taxes. ‘The project is essential if the GOG is to meet
its revenue targets and generate sufficient income to fund de-
velopment investments in a noninflationary way. Project com-
ponents include (1) assistance in computerization of direct
taxes and customs, ($1,000,000 Loan, $1,000,000 Grant); (2)
training and personnel upgrading, particularly in the areas of
auditing, valuations and data management ($ 1,000,000 Grant);
{(3) establishment of better taxpayer services through simplifi-
cation of procedures and provision of information and assist-
ance ($750,000 Grant}; and, {4) research and evaluation in tax
administration ($250,000 Grant).
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Potential Policy Issues

The Cerezo Government produced a plan for tax administra-
tion improvement early in its first year, cognizant that cap-
turing a higher level of tax revenues was necessary to carry
out its development programs. Implementation of this plan thus
far indicates strong commitment and the political will necessa-
ry to get the job done. The continuation of this resolve over
the next few years is a potential policy issue,.

An additional issue c¢ould arise from the existence of nu-
merous small donor projects in the area of taxation (World
Bank, IDB, OAs, UNDP and other bilateral agencies) whose work
is not well cocrdinated. Formation of an informal donor coor-
dination group in the area of tax administration is considered
necessary to avoeid duplication of efforts and achieve optimal
use of resources.

Narrative

Major bevelopment Problems. An analysis of the factors
responsible for Guatemala's poor physical and social infra-
_structure, 1its low education and health~related indicators
leads inexorably back to the fundamental problem of low fiscal
revenues., The poor revenue performance of the Guatemalan pub-

lic secter stems not from a particularly bad tax law framework,
but rather from the complete abhsence of a functional adminis<

trative apparatus.

Guatemalan tax efFfort has always been among the lowest in
the world, reaching 5.3 percent in 1984 and 6.1 percent in
1985, In 1986, this figure rose to 7.2 percent largely due to
the windfall coffee tax. Fully 84 percent of tax revenues col-
lected in 1986 came from indirect taxes, due to low rates of
taxpayer compliance with levies on income and property. Eva-
sion rates on customs duties and the wvalue-added tax have also
been high. Improvements in the deficient administrative appa-
ratus inherited by the incoming Cerezo Government to signifi-
cantly increase collections of existing taxes are required if
planned programs to benefit the poor and rebuild the country's
neglected infrastructure are to be adequately financed.

Technical studies of problems with the Guatemalan tax sys-
tem make clear that the most urgent need is improvement in ad-
ministration. A tax reform attempted in 1983, for example,
caused a further collapse in revenues since the weak adminis-
trative structure could not support the effective adoption of
new tax measures. Any future revision of the tax code contem-
plated to improve the existing incentive structure could not be
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successfully adopted until certain basic improvements are made
first in the tax administration system.

The proposed project will have an impact beyond economic
stabilization and reduction in the tendency to fiscal deficit.
The project will also serve the equity objective in two ways.
First, the project will help amend current inequalities among
taxpayers, where salaried workers and certain cateqories of
firms cannot easily escape taxation, while paying taxes is vol-
untary for other groups such as professionals’ and the self-
employed. Secondly, the project will shift the tax burden away
from taxes on goods, which fall more heavily on the poor, to
taxes on income and wealth. With investment of these addition-
al revenues in social and rural infrastructure, the equity mo-
tive is reinforced.

Relationship to A.I.D. Strategy and Policies. The proposed
project is important to achieving Guatemalan economic stabili-
zation, an objective of both the NBCCA and the Mission CDSS.
Success in closing the fiscal deficit cannot be achieved solely
tnrough austerity, given the small size of the Guatemalan pub-
lic sector and its bare bones investment budget. Improvement
in revenue performance will be essential for Guatemala to meet
stabilization targets for the fiscal deficit even with its com-
mitment to economies in public expenditure.

As discussed earlier, the project will also have an impact
on improved equity within Guatemalan society.

Major Components, Activities and Implementing Organiza-
tions. The proposed project will assist Guatemala in reaching
a central government tax revenue target of B8.5 percent of GDP
by 1989. The implementing agency will be the Ministry of Fi-
nance through it tax administration and collections depart-
ments. Project components include:

1. Computerization of direct and trade taxes ($1,000,000
Loan, $1,000,000 Grant). This component will help move Guate-
mala from administering taxes almost literally by hand to com-
puterization. USAID/Guatemala has previous experience in this
area through provision of software for a unified tax registry
in FY 1987. VbDepending on the results of technical analyses
during project design, this component may include hardware,
software and training in the areas of management of a computer-
ized tax database, computerization of property taxes and cus-
toms computerization. The latter is contemplated to enable
Guatemala to undertake selected customs functions which are now
purchased at a high cost from a foreign price-checking firm.
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2. Training and personnel upgrading ({($1,000.000 Grant) 1in
the areas of auditing, wvaluations and information management.
Activities will include short courses in these areas, and
training abroad to establish a cadre of professional tax admin-
istration managers.

3. Improvement in taxpayer services ($750,000 Grant) to
provide better information to the public on how to pay taxes
and to simplify tax forms and procedures. This component will
also establish information services within the Ministry of Fi-
nance to provide information on tax rates, tax legislation and
procedures to allow taxpayers to independently determine their
tax assessments. This open source of tax information will be a
tool in maintaining the honesty and competence of Guatemalan
tax agents.

4, Tax studies and evaluations {$250,000 Grant). These
funds will allow the Ministry of Finance to carry out focussed
studies on selected areas of tax administration. Funds also
will be used to evaluate the revenue achievements of activities
implemented under the project.

Expected Project Qutputs. The project will assist the Gua-
temalan Government to reach a tax effort ratio of at least 8.5
percent by 1989 and 9.0 percent by 1990, through decreased eva-
sion of income, property, value-added and trade taxes.

Rationale for Funding. The proposed project will require a
commitment of $3,000,000 in grant funds and a $1,000,000 1loan.
The project assigns loan funding to purchase of computer hard-
ware and software, with grant funding programmed for technical
assistance, training and studies.

Project Documentation Schedule

Mission Review of PIU November 1987

Mission review of PP and
authorization February 1988

Project Agreement signed March 1988
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NEW PROJECT DESCRIPTION

Country H Guatemala

Objective H No. 12, Improve Educational
Opportunities

Project : 520-0374, Education Sector Improveaent

Appropriation Account: DA

Functional Account H EH

LOP : $5,000.000 Grant

Descriptor : 636

PID or ESF Concept Paper:

Date scheduled to be received
in AID/W if approved by AID/W: N.A.

Date scheduled to be reviewed
in field if approved by field: October 1988

Date scheduled to be approved: October 1988

Lescription

The purpose of this five-year project is to assist the
Ministry of Education {(MOE) to increase the internal efficiency
of its primary education system. The ESIP will consolidate and
improve (l) pre-service and in-service teacher training activi-
ties; (2) testing and measurement; (3) research and planning,
including the MOE's management information system; and, (4) the
bilingual education program. The project will build upon solid
and on~going AID/IUB/IBRD coordination in the sector and is
directed towards improving primary education efficiency, access
and gquality.

Potential Policy Issues

l. GOG implementation of its investment budget in educa-
tion must improve and GOG financing for the education sector
must increase.
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2. The GOG's strong and continued commitiiont to decen-
tralization and bilingual education is a key factor in USAID/
Guatemala's decision to advance this new activity.

Narrative

Major Development Problems. ESIP addresses the serious
internal inefficiency of the Guatemalan primary education sys-
tem. Currently the system invests 18 pupil vyears to produce a
sixth-grade graduate, wasting 12 pupil years of investment.
Because of low access to education and continuing inefficiency
of the system, a large proportion of the Guatemalan population
continues to be illiterate, poorly educated and unskilled.
Guatemala will not have a human resource base capable of sup-
porting economic development and modernization until the public
education system is capable of both enrolling at least 75 per-
cent of the eligible primary education population and graduat-
ing at least 70 percent of primary school entrants. This proj-
ect in combination with IDB and IBRD-funded interventions, will
address these access and efficiency issues.

Relationship to A .I.D. Strateqy and Policies. The proj-
ect is responsive to NBCCA, LAC and Mission education strategy
and policies which call for: (1) moderate reforms directed to-
ward improving efficiency, qgquality and managerial effective-
ness; (2) teacher training interventions and (3) institution
building oriented toward broadening awvailability of relevant
formal education for Guatemala's rural and urban poor popula-
tions who have long been on the margins of the existing system,.

The project will help the MOE to increase primary educa-
tion graduate outputs and, accordingly, will contribute to en-
hancing the impact of Mission projects in c¢ther sectors (e.qg.,
family planning, agriculture diversification, <¢hild surviv-
al/nutrition) by creating a better educated, more literate hu-
man resource base in rural areas and marginal urban areas.

Major Components, Activities and Implementing Organizations

1. In-service and Pre-service Teachers Training

The project will prepare teachers to use improved -
teaching technigues and to more effectively utilize available
resources, including textbooks which are available through
other donor programs. Teachers will also receive training on
participation techniques to interact more effectively with the
wide array of resources available in their communities (par-
ents, communities, extensionists and volunteers from other a-
gencies, etc.). The in-service training office of the MOE will

’J
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be strengthened through technical assistance and operating re-
sources. HNormal school programs will be significantly upgraded
through in-country and U.S. training of professors and through
the provision of equipment and technical assistance.

2. Testing and Measurement

. )

‘Objective testing and assessment practices are vitally
important in the retention and promotion of students. The
project will help the MOE to establish acceptable minimum
learning standards and develop appropriate testing instruments
and procedures. Subject matter tests will be developed to de-
tect learning of critical content, and to determine strengths
of schools and of students by district, grade, and so on. The
general impact of the curriculum on achievement of educational
objectives will also be assessed. Comprehensive achievement
tests will be developed and applied to detect learning prob-
lews, establish and validate grade standards, analyze curricu-
lum adequacy, verify the use of prescribed methods and mate-
rials; and assess teacher deficiencies and training needs.
This information will also be used to improve in-service and
pre-service teacher training programs, ’

3. Research/Planning and Management Information

The MOE currently does not have a system to develop
educational policy based on program experiences. Furthermore,
program implementation information is sparse, decision making
is slow and problems are not detected in a timely manner.
These problems are compounded by a top-down (unilateral) flow
of administrative information.

The Education Sector Planning Office (USIPE) is in
charge of research, planning, evaluation, administrative de-
velopment and programming, but it does not have appropriate
systems and procedures to conduct adeinistrative and policy
analysis. USIPE has not established efficiency standards for
supervision of teaching personnel, or for scheols. The project
will assist the MUOE to develop information profiles needed for
policy development and program management and to consolidate
administrative records and school statistics so that updated
and relevant data will be available to educational planners and
decision makers. Comparable efficiency parameters will be de-
termined in a continuous and systematic fashion for teachers,
schools and districts on a nation-wide basis.

4. Bilingual Education

The Mission is suvupporting the MOE's bilingual educa-
tion program. The program currently covers approximately
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50,000 indigenous children in 400 schools {gradss pre-~primary
through second). The universe, however, 1is 240,000 indigenous
children of primary school age. In order to reach all of these
children, the MOE would have to expand its bilingual education
program to 1,200 schools.

Since Indian children represent the group "most-in-
need" of appropriate educational opportunities,, the Mission
plans to further suppeort the expansion and improvement of bi-
lingual education. Prior to developing a major follow-on ac-
tivity, however, the Mission will assess factors such as: (a)
the levels of community/parental support for bilingual educa-
tion; (b) the strength of the GUG's commitment to a greatly
expanded bilingual program; (c¢) the capacity of the system to
provide an adequate supply of bilingual education teachers,
administrators, supervisors and technical staff; (d) the cost-
effectiveness of a major expansion in bilingual education; and,
(e} the linguistic flexibility and response of the program to
the needs of Guatemala's bilingual .population.

Expected Project Outputs. Approximately 17,000 rural
teachers trained in 1mproved classroom management practices,
enhanced means/methods, diagnostic testing and learning problem
correction.

Subject matter (mathematics, language, science, social
studies/civics) tests developed. Comprehensive learning tests
developed. Minimum learning standards estahlished.

Research/planning and MIS developed. This system will
include: comprehensive school mapping, level specific demo-
graphic statistics, school and community statistics, program
records, personnel, budget and physical resource records, in-
ternal efficiency standards and indicators.

Iinformation needed to improve, expand or modify bilingual
education. :

Rationale for Funding. The MOE is currently using a $30
million IDB and a $20 million IBRD loan. Neither the MOE nor
the Ministry of Finance is willing to consider new loans for
the education sector. Furthermore, since the proposed $5
million project will finance mainly gqualitative components, the
use of grant funds 1is recommended. The Mission will explore
the possibility of using local currency (ESF, PL 480} funds for
appropriate project costs.
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Project Documentation Schedule

Mission review and approval of PID
Mission review and approval of PP
Project Agreement signed

October 1988
January 198%
April 1989
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2. P. L. 480
a. Title I

(1} As U.S. assistance programs to Guatemala
began to build in 1984, a new Title I program was initiated
with 1mports of 8,000 MT of wvegetable oil,. This generated
seven million dollars of local currency for rural development

activities. In 1985, under Title I, the Government of Guatema-

la imported 56,000 MI' of wheat, 6,000 MT of vegetable oil and
10,400 MT of tallow. This generated $19.6 million of 1local
currencies. Likewise, in 1986, Title I imports amounted to
89,000 MT of wheat, 12,000 MT of vegetable o0il and 12,000 MT of
corn and generated $16.4 million of local currency. Over this
three year period, rural development projects financed by these
local currency generations included: soil conservation and
small scale irrigation; access road construction; animal and
plant health; small community projects; capitalization of the
Agricultural vevelopment Bank (BANDESA); support to indigenous
PVO's; counterpart funding for on-going AID projects; and budg-
etary support for maintaining Government investments in agri-
culture and rural development.

The Government of Guatemala fulfilled
the following important self-help measures related to the
1984-1986 Agreements: (1) wheat, tallow and vegetable 01l were
imported and distributed through the private sector; (2) all
BANDESA commercial banking funds are presently being lent at
the maximum rate allowed by the Monetary Board; (3) the Govern-
ment reduced the number of products under retail price control
ceilings from 400 to L7, thereby increasing free-market incen-
tives to agricultural producers, and (4) a study was undertaken
of the dairy sub-sector to identify development potential and
structural improvements. P.L. 480 self-help measures are an
important part of the policy dialogue and directly support the
Mission strategy, particularly assisting the poor to partici-
pate actively 1in increasing agricultural production through
small farm agriculture. The commodities imported over the last
three years responded to production deficiencies and market
disequilibrium. The self-help measures of the last few years
and the next few will continue to be targetted toward correct-
ing those conditions.

Based on the productive capacity of Gua-
temala and the increasing demand from growing urban popula-
tions, the initial estimation of the Country Team is that the
need for commodity imports under Title I will be as follows: in
1987, 135,000 MT (121,000 wheat and 12,000 MT of vegoil) valued
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at $23 million; in 19388, 142,000 MT (127,000 MT wheat and
15,000 MT vegoil) wvalued at $25 million; and in 1989, 150,000
MT (135,000 MT wheat and 15,000 of vegqoil) valued at $26 mil-
lion. Additional needs for imports of corn, rice, non-fat dry
milk and butteroil will be handled by Section 416 as described
later. These levels take into account usual marketing require-
ments (UMRs) and the Bellmon Determination of not causing dis-
incentives to domestic production and assuring adequacy of
storage and distribution.

_ Presently, the Country Team is negotiat-
ing the FY 1987 Title I agreement in close tandem with the Mis-
sion's ESF program negotiations. The following self-help poli-
cy related measures are intended to support the combined Mis-
sion/Host Government objectives of economic stabilization and
economic growth and development:

{a) Further improvements in the opera-
tional efficiency of OBANDESA, specifically accelerating dis-
bursement from trust funds of international 1lending organiza-
tions managed by the Bank;

{(b) Achievement of higher levels of
disbursement of government development budgets in 1987 and
1988, especially on the investment side, and (3) higher real
level allocations in the 1988 budget for agriculture, especial-
ly for research through the Institute of Agricultural Sciences
and Technology {(ICTA).

Local currency uses will provide direct
support to expanding rural infrastructure, improving agricul-
tural productivity, and broadening private sector development
efforts and will include: (1) development activities {(such as
rural electrification) through Section 108 for $%$6 million; (2)
animal and plant health for $2 million; (3} Counterpart support
for AID and other international donor programs for $5 million;
and (4) $10 million of local currency support for investments
in private sector activities, agricultural and rural develop-
ment.

Title I programs for the remainder of
the Action Plan period (FY 1988 and FY 1989) will be similarly
directed toward assisting the Mission to advance the policy
dialogue and the objectives of stabilized financial markets,
increased agricultural production, and a strengthened private
sector participating in development actions. The programming
of local currency will continue to be closely integrated into
the Government's development plans and priorities.
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b. Title II

While Guatemala has considerable natural en-
dowments, most of its population is still poor and unable to
produce or procure adequate food to meet minimal nutritional
standards. According to the Government's most recent (1984)
figures, Guatemala has a nation-wide average infant mortality
rate (0 to 12 months) of 79.8 per 1,000 live births, one of the
highest in Latin America. In the Western Highland areas which
contain 46% (3.9 million) of the total estimated population
(8.4 million), the infant mortality rate is unofficially esti-
mated to be as high as 120 per 1,000 live births in some rural
communities. One of the major causes of infant mortality is
malnutrition. In children under the age of five, malnutrition
most visibly impairs physical and mental development, reduces
resistance to diseases and is a major cause of death.

Government and private organizations agree
that better than 80 percent of all Guatemalan pre-school chil-
dren (1.4 million) suffer from malnutrition. wWithin this
group, 25-32% suffer from moderate to severe malnutrition, re-
quiring hospitalization and/or continuous medical attention.
Other statistics reveal that pregnant and lactating mothers
from lower-income groups consume only 60-65% of the recommended
minimum amounts of calories and proteins.

Malnutrition 1s «caused by many factors.
Using the Government's National Nutrition Policy/Strategy as a
base, the Mission 1s working with the Government to improve
nutrition standards through c¢ross sectoral interventions such
as improved income, availability of preventive health and fami-
ly planning services, environmental sanitation, nutrition edu-
cation and improved use of and access to agricultural land.
Recently, with more resources available, the Mission has placed
increased emphasis on child survival interventions, specifical-
ly oral rehydration therapy (ORT) and immunizations. Supple-
mental feeding programs using P.L. 480 Title II commodities
provide needed support for these and other interventions.

Over the next four years, PVOs such as CARE,
CRS and SHARE will continue supplemental maternal child health
{MCH) and other feeding programs t¢ help alleviate the mal-
nutrition problem and to promote economic and community devel-
opment throughout the country. Among the "at risk" population,
--children under five years of age and pregnant and lactating
women-- CARE is reaching more than a quarter of a million be-
neficiaries annually while CRS is reaching around 70,000, Both
CARE and CRS are managing Food for Work (FFW) programs to reach
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unempioyed or underemployed Guatemalans. These groups carry
out small community improvement projects such as roads,
bridges, community centers, schools, reforestation and soil
conservation. To offset real income losses from the Govern-
ment's economic stabilization programs due to price increases
in basic foods and reduced employment opportunities, an urban
FFW program for labor-intensive subprojects in marginal areas
of Guatemala City has been successfully initiated through CARE
in collaboration with Guatemala City Municipal authorities.
This project is benefitting some 154,500 people living in 55
marginal areas of Guatemala City.

To iMcrease the impact of P.L. 480 Title 1ITI
supplementary feeding, CARE and CRS bhave incorporated into
their programs health and nutrition education components and
targeted health interventions, including preparation of food,
personal hygiene, and health education. They are also intro-
ducing automated growth monitoring systems to evaluate and. re-
port on the nutritional impact of their programs.

. In the past, AID supported extensive school
feeding programs, but these were phased out as the Government
assumed responsibility for them in the early 1970's. The in-
stitutional impact of these programs disappeared under the twin
blows of civil strife and economic recession. During the era
of low U.S. economic assistance, the World Food Program (WFP)
designed a large school teeaing program to assist the Govern-
ment to meet the needs of the rural population, particularly in
the zones of conflict in the Western Highlands and the Verapa-
ces. While the Mission has no immediate plans to become in-
volved again in school feeding, this issue will be reviewed
during the planned evaluation of Title Il programs in late 1987,

Both CARE and CRS have more than 20 years of
experience in managing food supplemental programs and other
related activities in Guatemala and have demonstrated their
capacity to adequately carry out activities in an efficient
manner. The Mission supports their supplementary feeding pro-
grams as presented in their FY 1987 Operational Plans, includ-
ing a heightened approach of incorporating additional child
survival interventions towards reducing infant mortality as
well as improving nutritional intake and the quality of 1life
for these target groups, principally indigenous Guatemalans in
tne wWestern Highlands.
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c. Section 416

(1} Sugar Quota Set-Aside Program

Under a special Section 416 program,
called the Sugar Quota Set-Aside, countries which have been or
will be affected by the reduction of the U.S. import quotas for
sugar may compensate for the loss of foreign exchange earnings
by monetizing additional quantities of donated U.S. agricul-
tural commodities under Section 416 and using the local cur-
rency proceeds either for development activities or balance~-of-
payments support. .

- In FY 1986 the Guatemalan sugar quota
was cut by 14% and, in compensation, Guatemala was given 24,000
MT of wheat and 3,555 MT of non-fat dry milk which, when mone-~
tized, totalled $6.7 million in local currency. Of the total
quantity of NFDM imported in December 1986, 500 MT was made
available to the state dairy processing plant (PROLAC) and lo-
cal currency from monetization of that amount used for plant
modernization to prepare it for privatization. The remaining
3,055 MT are being distributed by PROLAC to 44 PVO type organi-
zations. In FY 1987, the quota was further reduced by 47% but
through the set aside, the Goverment is monetizing $12.6 mil-
lion from the import of 50,000 MT of corn, 6,000 MT of rice,
4,840 Mr of wheat, 4,000 MY of non-fat dry milk, and 60 MT of
butter oil.

The 3joint agreement -  is to use Section
416 local currencies for priority investment activities in the
agricultural sector, For 1986, the following activities were
agreed on: equipment purchase to modernize the state-operated
milk processing plant; purchase of dairy breeding stock, estab-
lishment of milk collection centers; strengthening of the agri-
cultural information sub-system; a study of the capacity of
port facilities to handle increased commodity imports, and Min-
istry of Agriculture immediate impact projects (poultry pro-
duction, fruit tree nurseries, iodized salt production, etc.).
The local currency uses for FY 1987, currently being discussed
will also be directed toward high-~priority investments in the
rural areas, with special emphasis on the integration of these
activities with those of the Mission's DA, ESF and Title I in-
terventions.

{2) SUARE Program Section 416

In November 1986 an agreement was signed
between AID, the Commodity Credit Corporation (CCC) and SHARE,
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a U.S. PV0 with headquarters in San Diegqgo, California, to dis-
tribute Section 416 agcricultural commodities for the assistance
of needy persons in Guatemala City and its satellite areas.
The total amount of food commodities to be distributed under
this three~-year program is 2,837 M.T. as follows: NFDM 665 MT,
butter oil 760 MT, processed cheese 800 MT, wheat flour 204 MT,
corn 204 MT and rice 204 MT. Of this total amount 216 MT (91
MT of NFDM and 127 MT of butter oil) was monetized to pay for
in-land transportation of commodities.

The program benefits approximately
100,500 participants and has three components: Pamily Enhance-
ment (FFW), Pre-~School Child Feeding and Community Development
(small business). Commodities are being distributed under the
auspices of SHARE/Guatemala in cooperation with local church
organizations and the Municipal Government of Guatemala City.

SHARE is organizing program parcticipants
into committees with specific community development goals, such
as vocational and nutrition education, cottage industries, com-
munity clean-up and day care. Participating families are also
required to attend a series of educational seminars (given by
qualified professionals) on sanitation and hygiene, food pre-
paration, nutrition, primary health (including breast feeding,
oral- rehydration and immunization) and natural family planning.

The SIHARE program is complementary to
ongoing CARITAS community outreach development programs. CA-
RITAS is providing statf, including a resident program manager,
facilities and material for selected programs. The Municipal-
ity of Guatemala City is arranging for duty-free entry, ware-
housing and iniand transportation.

3. Local Currency

The Mission's program has traditionally been
funded from projectized DA, LESF and Title II sources to meet
the development priority needs of Guatemala. However, start-
ing the end of FY 1984 with the first P.L. 480 Title 1 Agree-
ment, and more recently with the first Section 416 Sugar Quota
Set-Aside and ESF Agreements, local currency resources have
become a wmore abundant and important source of funds to carry
out the program and the NBCCA recommendations. A Mission or-
der gyoverning proygramming, uses, tracking and reporting of all
local currency has recently been issued and is being imple-
mented.
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FY 1987 is the fourth year of P.L. 480 Title I
pregrams, the second year of Section 416 Sugar Quota Set-Aside
Programs and the second year of ESF cash transfer programs.
The ESF and Title I programs are expected to continue. The
total amount of local currency made available under these pro-
grams for the first three years was the equivalent of approxi-
mately $100 million broken down as follows {(in millions):

Program 'Y 1984 FY 1985 FY 1986
ESF - - 47.9
P.L. 480, Title I 7.0 19.6 16.4
Section 416 - - 6.7
TOTAL 7.0 19.6 71.0

Most of these funds have been programmed already
with the balance to be programmed shortly. The majority have
been used to support the Mission's goals of economic growth
and spreading the benefits of growth. To date, the largest
proportion of ESF local currencies has been provided as budg-
etary support to the Guatemalan Government,. mainly directed
towards Mission and other donor projects to improve and expand
rural infrastructure. To date a small amount of ESF local cur-
rencies have alsc been used to cover the Mission's operating
expenses under a specially created Trust Fund. P.L. 480, Ti-
tle I, and Section 416 funds have been used to carry out simi-
lar programs (with the exception of support of Mission's CE
needs), but with more direct emphasis on agricultural and ru-
ral development.

During the period FY 1987-FY 1989, the antici-
pated annual generation of new local currenpcy amounting to
over 200 million guetzales offers the Missicn an excellent
opportunity to have even a larger impact on the twin goals of
economic growth and equity, To accomplish this the Mission
has established certain guiding principles in the use of such
local currency as follows:

~- Local currency should be used in a manner
consistent with support of the economic stabilization pro-
gram. ‘fowards this end, most of the funds should be used in
such a way as to avoid contributing to inflation or adding to
the Government's fiscal deficit, while at the same time pro-
viding the necessary support to eccnomic growth and develop-
ment activities.
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~-- Priority uses of local currency are to:
establish and replenish a trust fund to provide administrative
and operational support of USAID.Guatemala (and ROCAP)} activi-
ties; the financing of private sector activities (with priori-
ty to go towards support of for-profit private sector initia-
tives followed by strengthening of U.S. and indigenous PVOs)
-- with the proportion under the ESF program to increase each
year toward a target of 50% by FY 1989; and the financing of
public secteor development activities -- with the first priori-
ty going for counterpart contributions for USAID-financed pro-
grams/projects, followed by those of multilateral donors
(IBRD, IDB and UNDP), the Government's own programs/projects,
and finally, general budget support.

Based on the above principles the Mission will
seek to jointly program the uses of local currencies to accom-
plish its goals and objectives to meet Guatemala's priority
development needs in the following manner:

~- In support of econowmic 9growth, ESF, P.L.
480, Title I and Section 416, resources will be used to sup-
port USAID and other donor projects promoting increased agri-
cultural production through improved rural infrastructure
(roads, irrigation, etc.} and strengthening of other aspects
of the agricultural sector such as the availability of credit
in a timely manner, crop diversification activities, improved
planning and information capacity. ESF, P.L. 480 Title [, and
Section 416 resources will also be used to strengthen the pri-
vate sector through the promotion of investment and exports
under the new FY 1987 Private Enterprise Development Project,
the expansion of credit and other resources to micro-, small-
and medium-size enterprises, and the use of private sector
institutions or approaches to improve the efficiency of social
programs.

-- In support of spreading the benefits of
growth, ESF and P.L. 480, Title I and Section 416 resources
will pe used to provide additional support to the National
Bilingual Education Program through our project and other ac-
tivities, provide additional support to improved family health
through existing and new child survival interventions such as
the proposed FY 1988 nealth sector start, and provide support
of urgently needed Guatemala Government interventions in such
critical areas as malaria control.

In addition to the above goals, the Mission also
plans to use ESF and pP.L. 480, Title I resources to support
democratization goals of strengthening judicial, legislative
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and electoral processes and related organizations, while also
supporting the CAPS program.

In light of the magnitude of these resources,
their importance in achieving the Mission's objectives (given
DA budget reductions) and the need to establish controls in
terms of effective monitoring and reporting on their use, the
management implications of such efforts become very important.
For those activities that the Mission will accept responsibil-
ity for (such as the financing of private development activi-
ties), procedures have been established through the Mission
Order on Local Currency covering the allocation of funds, pre-
paration of necessary documentation, implementation, evalua-
tion and financial control.

The manaygement implications highlighted above
will require additional personnel and budgetary resources
(mentioned under the Management Strategy as well), but these
costs will be covered under the Prust Fund. At the same time,
the Mission is exploring other approaches to lighten the ad-
ministrative burden in managing such a program while still
providing adequate accountability to. meet Congressional and
Agency requirements. The following tables provide information
on local currency sources and uses.
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6. Women in Development (WID)

As in the past, the Mission continues to empha-
size integrating WID activities into project design and imple-
mentation rather than designing separate components for women

within individual projects. This procedure has proven success-
ful to date.

In the agricultural sector, the rural rocad compo-
nent of the Highlands Agricultural Development project includes
women on the committees that coordinate the sgelection of 1labor
to work on the roads. Women learn to patticipate in decision-
making functions that affect their communities and, to the de-
gree they are successful, they affect the communities' percep-
tion of women's capabilities and roles. In direct income
terms, road construction provides income to many women who pre-
pare meals for road crews. The presence of roads facilitates
the marketing of handicrafts and agricultural commodities, an
activity dominated by women.

Health conditions have been improved by providing
rural communities with water supply and sanitation services
through the <{ommunity-Based Integrated Health and Nutrition
Systems project. This has had a particularly beneficial effect
on MCH conditions, improving food absorption for mothers and
children and reducing medical expenditures. The Potable Water
and Sanitation Project has an educational component that
teaches women a more comprehensive understanding of the health-
related benefits of clean water, instructs them on the nature
and hazards of fecal contamination, how to improve personal
hygiene and how to protect stored water. The introduction of
potable water has reduced women's time spent in carrying and

boiling water, leaving more time available for income-genera-
tion activities.

The Expansion of Family Planning project's cbjec~
tives of providing family planning information and materials to
help families space births and choose the number of children
they want emphasizes women's needs by improving their general
health, reducing the physical demands of excessive childbear-
ing, and reducing the prevalence of high risk pregnancies and
subsegquent maternal and infant mortality.

The Immunization and Oral Rehydration Therapy
activities as part of the Child Survival program aim to reduce
Guatemala's high rates of infant and child mortality/morbidity
among children five and under. This benefits women in that
they will not need to risk as many pregnancies and because the
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children they bear will be healthier. The women themselves
will have more free time and capacity to pursue other personal
improvements, e.q., 1n education and employment. Tetanus
toxoid is also provided to pregnant women to protect them and
their newborns, further improving the general health status of
Guatemalan women, especially the rural poor.

Under the Bilingual tducation, Non-Formal Educa-
tion and Higher Education projects, women have the opportunity
to improve their educational status. Encouragingly, prelimi-
nary project data on the Bilingual Education project indicate
that greater numbers of indigenous females are enrolling in
bilingual schools and are staying in school longer. Yearly
operational reports of the Non-Formal Education project con-
sistently show that beneficiaries are predominantly women.

The Higher Education project provides full schol-
arships for indigenous individuals to study at a private uni-
versity in the Highlands. Through this proiect about 650 in-
dividuals will receive university degrees. It is estimated
that from 30-40% of the scholarships will go to women. The
Central American Peace Scholarships program is one of the big-
gest suyccesses in WiD terms. Over the project period, more
than forty percent of total participants will be females,
Evaluations indicate that the program has contributed consider-
ably to the development of their self-esteem and to the better-
ment of their communities. The Mission has set an objective of
increasing the percentage of CAPS women trainees in long-term
programs for 1988-89 to sixty percent.

Informal evaluations of rural electrification
projects indicate that as a result of the introduction of elec-
tricity in rural villages, the extension of time which women
have available for productive work has increased. With elec-
tricity, literacy and cultural and religious programs can be
held in the evenings. Women are also able to weave in the
evenings, providing additional apparel for their families and/
or for sale. witn electric power, appliances such as electric
corn grinders and lirons decrease the drudgery of women's
chores, saving as much as three hours a day in labor time.
Radios, local cinemas and some television add a source of en-
tertainment, news and education.

The Private Sector Development Coordination proj-
ect has provided through PUNTEC (a technology transfer insti-
tute) two-month courses to women in the operation of industrial
sewing machines. Graduates are qgquaranteed employment in tex-
tile factories in Guatemala City. By the end of 1987, 600 wom-
en will have graduated and been employed. It is projected that
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530 more will be trained and employed in 1988. Under the Mo-
mostenange Wool sub-project, some 850 women are employed full-
time in the spinning of wool into yarn, while it is projected
that another 1,600 will be employed full-time in knitting by
1988. ‘These projects provide steady incomes that result in an
improved quality of life for the women as well as the greater
stature and self-esteem that come from being a bread winner.

The Mission plans to continue to deliberately and
substantially consider and promote a full-partnership role for
women in the design of all new projects and to pursue it vigor-
ously in implementation. The WID guidebook prepared by the
Bureau was reviewed and tested by the Mission in 1986. The
draft was provided to all officers. For the Action Plan pe-
riod, the Mission plans to carry out the following actions:

a. Development of Strategy

While continuing current efforts to integrate
women more fully into projects and the mainstream economy, the
Mission finds it necessary to carry out a more formal analysis
witn PY 1988 PD&S funds of the strengths and weaknesses of the
role of women in development in Guatemala, both in the urban
and rural areas. This analysis will provide us not only with a
clearer picture of the current situation, but alsc will permit

us tc determine what priority areas we want to concentrate on
and how the Mission's current proposed program needs to be mod-

ified and/or strengthened to accomplish this.

b. E£stablishment of Data Base

As part of a continuing need for up-to-date
information on the needs of women, it is important that systems
to ceoliect and maintain sex disaggregated data be expanded. To
accomplish this, the Mission plans to include a data collection
plan under each new project to provide data on this area as
well. Such information will help analyze benefits to woman as
a target group while also providing information to modify and/-
or improve project efforts.

c. Library

The Mission's WID Officer has established a
small library containing currently available data on women at
the national and regional level. This will be used as refer-
ence material in the design of new projects. Documents on
projects with WID components designed and carried out by other
Missions, other donors, etc., will also be requested for future
analysis and use.

I-
4
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IIT. MANAGEMENT -

A. Management Strateqy

1. Summary

In its first year in office, the Government of
President Vinicio Cerezo has made steady progress towards its
stated objectives: (1) economic stabilization and growth; and,
{2} an expanded equity-based development program. In step with
these initiatives, the AID program has increased dramatically
from $24.1 million in 1984 to over $120 million in 1987, re-
Electing the importance the U.S. places on the return of demo-
cratically elected government to Guatemala and the economic and
poelitical significance of Guatemala to the region. However,
with a more than five-fold increase in our program, critical
management needs have surfaced. The Mission is taking steps to
address these needs and requests AID/W assistance in meeting
several of these needs as detailed helow.

The following represent critical issues for dis-
cussion during Program Week:

Contracting/Procurement

The USAID/ROCAP Contracting/Procurement Office is
currently managing $30 million dollars a year in contracts and
grants. The Mission Executive Officer and ROCAP Commodity Sup-
ply OEfficer have only $100,000 contracting authority. This
causes continuing and serious delays in project implementation
because procurement actions above this amount must be sent for
signature to the Regional Contracting Officer in Panama, even
though the negotiations in many cases are carried out by the
Mission FSN contracting specialist. To address this problenm,
the Mission proposes two actions. First, over the immediate
term we request $500,000 contracting authority for both the
Executive Officer and the Commodity Supply Officer. Without
this increase in contracting authority, the Mission's commit-
ment to accelerate implementation and pipeline drawdown is
unlikely to be successful. Second, over the immediate term we
request a USDH slot for a contracting officer to handle the
increased contracting load resulting from our expanding port-
folio.

Office Space

In light of staff increases and the certified
structural weakness of the present USAID/ROCAP office building,
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new guarters must be found. We are_ already experiencing space
pressures that are negatively impacting on morale and work pro-
ductivity. Mission intention to negotiate a lease/purchase
contract with local investors willing to build the Mission's
and Security Office specifications collapsed with the new re-
quirements to use solely U.S. construction firms. Months of
prior negotiations were lost. The lease on the present office
building expires in April 1990. If the Mission remains at the
present site, it will need to contend with strengthening the
structure of the building at a minimum cost of $150,000 plus at
least a 100% increase in rent. These additional costs have not
been included in the OE budget. Options for funding suitable
office space are being explored. Once completed, a supplement-
al budget will be submitted to fund either a move to new premi-
ses or to initiate improvements to the present building and an
increase in rent. If the situation dictates a move, a waiver
of security requirements will be required on a timely basis.

Meanwhile, with the expansion of USAID into a
second annex, located two blocks from the main building, addi-
tional and unavoidable costs are being incurred for computer
and telephone hookups, additional guards, messengers, recep-
tionist and janitors. S$plitting the Mission also threatens to
reduce the efficiency of operations in time lost commuting be-
tween the two buildings.

2. Staffing and UE Requirements

Between 1984 and 1987 the Mission has had a 43%
increase in USDH staffing and a 484% increase in portfolio. 1In
this Action Plan, we are requesting only three additional USDH
employees (an Agriculture Advisor to manage the $7 million Com-
mercial Land Markets 11 Project, a deputy to the Private Sector
Officer and a Contracting Officer). Four IDIs, one in 1987 and
three more in 1988, are also requested. After consolidation of
the portfolio is completed and a planned Management Assessment
Team's recommendations have been evaluated, additional USDH
positions may also be requested. News that up to sixty percent
of FY 1987 Supplemental ESF funds may have to be projectized
and the requirements for closer local currency programming and
tracking contributes significantly to our concern over USDH
levels.

We have been able to manage the growth in the
portfolio with so few additional USDHs to date because Guatema-
la is fortunate in having a large pool of well educated, exper-
ienced professionals, some with advanced deqrees from U.S. uni-
versities. In addition, technically qualified expatriates live

4
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in Guatemala and are available under PSCs, obviating the need
for high~cost allowances and assignment and travel funds for
stateside hires. ’

To make the most effective use of the capabili-
ties of our PSNs, the Mission is engaged in an intensive train-
ing program to upgrade the skills of ¥SN employees currently on
board. The training program includes both locally procured
on-site general skills courses and AID/W-sponsored technical
training. We are also in the first stages of instituting an
awards program tied to performance evaluation. The management
strategy of using well-qualified FSNs in lieu of Americans not
only provides the Mission with institutional memory but is
highly cost effective. The highest salary in the FSN compensa-
tion plan is less than $20,006 a year, including benefits and
bonuses, compared to $125,000 or more for a USODH. During 1986,
the Mission also conducted a reclassification study which led
to the restructuring of many FSN positions, promotion of a
large percentage of staffers and delegations of additional re-
sponsibilities. Several FSNs now function virtually on the
same level as U.S. employees. We intend to accelerate this
cost~-saving trend.

To further reduce demands on the OE budget, FSN
and U.S. contract positions are being charged, where possible,
to the projects they support. Two examples of this are the
project support officers and supporting secretaries for the new
Administration of Justice and RTAC programs. We alsc expect to
project-fund as many similar positions as possible under new
projects. Most of the cost of the expanded FSN workforce can
be met through the $2.4 million in local trust funds to be gen-
erated by the 1987 ESF Agreement. We will alsoc use trust funds
for much of our QE procurement.

3. Management Systems Improvements

With portfolio growth and staff expansion, in-
creased emphasis has been placed on systems improvement. We
nave formalized procedures for Mission review and approval of
program documentation and are working on major Mission systems
for PVO certification, Denton Amendment, OPG approval guide-
lines, Food Aid (Section 416, PL 480 Section 106/108), local
currency and counterpart management, and the internal clear-
ances and document flow process. Manual Orders are being re-
drafted to clarify Mission policies and serve as a management
tool for Mission offices. Both the expendable and non-expend-
able inventory systems have been computerized, and a software
program to manage both the FSN and PSC personnel systems will
be developed in FY 1987/88.
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The Mission has contracted for a Management As-
sessment 'feam, scheduled to arrive in June 1987. This team
will evaluate the structure of the Mission and recommend ac-
tions to improve the effectiveness of operations.

4, Portfolio Management

To reorient Mission management, in line with the
requirements of the project portfolio, the Health and Popula-
tion Office was combined with the Education Office in 1986 to
form the new Office of Human Resources. This resulted in the
reclassification of two U.S. positions which were then used to
establish positions for the chiefs of the new offices of Eco-
nomic Policy Analysis, and Private Sector Programs.

Twelve projects with the largest pipelines in our
portfolio are receiving special attention from a task force,
headed by the Deputy birector, charged with identifying ang
monitoring actions to remove bottlenecks which impede implemen-
tation. <Quarterly, each Office Chief receives a report which
identifies all projects which failed to reach at least 70% of
projected expenditures £or the gquarter. The implementation
task force uses this as a basis for detailed reviews intended
to pinpoint problems and seek quick and effective resolution.
With respect to portfolio composition and workload, we plan to
build on past experience by implementing and/or modifying pres-
ent projects, thereby reducing new project starts for FY¥s 1988
and 1989 to a bare minimum. Mission Management will concen-
trate on a reappraisal of the present portfolio to sharpen fo-
cus and accelerate implementation. In addition, all ongoing
projects are being reprogrammed to reflect increased local cur-
rency availabilities resulting from a change in the exchange
rate used from Q1 to $1 to Q2.50 to $1.

A final internal constraint to implementation is
the time consuming review of OPGs. The Mission is initiating
an OPG review period each year. All OPGs will be submitted
during one quarter during which proposals will be reviewed and
approved or rejected. No OPGs will be reviewed outside of the
set-aside period, thus eliminating the need to review, approve
and process OPGs throughout the year.

In addition to the above-mentioned internal con-~
straints to implementation, there are various external con-
straints that the Mission is addressing. An important element
of our policy dialogue with the Government of Guatemala is to
achieve an improvement in pipeline drawdown, not only on AID-
funded activities but also on those of other donors. We are
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also working with the Government to establish a special imple-
mentation unit within the Government to identify and resolve
implementation bottlenecks. This team, including U.S. short-
term, and possible long-term technical assistance, will play a
key role in accelerating implementation of AID and other donor
financed projects as well as the Government's own investment
budgekt activities.

5. Importance of Vulnerability Assessments

Across the board, from the Executive Office to
project managers, the most critical deficiency in terms of as-
sessed vulnerability is the lack of American staff time to
closely monitor individual projects and programs. Too few peo-
ple are trying to supervise a multitude of activities ranging
from warehouse operations to multi-million dollar projects.
Fortunately, this Mission has not encountered to date any sig-
nificant problems of theft or misuse of government funds, but
spreading supervision so thin is a calculated risk of the ®do
more with less® policy.

As there seems little likelihood of restoring the
workforce/portfolio ratio of 1984 (14 USDH to manage a $24.1
Million portfolio), the strategy is to increase project mana-
gers' awareness of vulnerable areas. Arrangements have been
made with the regional I[IS inspectors for a Mission-wide brief-
ing on vulnerability proolems they have encountered elsewhere
and procedures that have proven effective in countering specif-
ic points of wvulnerability. Furthermore, the addition of a
Regional Legal advisor and USAID/Guatemala Contracting Officer
to our staff will reduce our vulnerability as the portfolio
continues to expand and become more complex.

6. Need of Further Improvements to Reduce Adminis-
trative Burden on Mission

Excessive administrative burden continues to de-
rive from extraordinary Mission-level paperwork demands, in-
cluding the increase in AID/W reporting requirements, and large
numbers of scheduled and walk-in visitors.
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USAID/Guatemala Staffing Portfolio Table

Year AMOUNT OF FUNDING

Ending Positions Title

09-30 USDH IDI DA ESF I I1 TOTAL
84 14 0 12.5 7.0 4.6 24.1
85 18 2 17.1 12.5 19.7 4.4 53.7
86 21a 0 36.9 47.9 16.4 5.5 106.7
87c 23 1b 33.3 56.0 is.0 4.7 111.7
88c 24b 3b 33.3 56.0 18.0 4.7 111.7
89c 24 ¢ 33.3 56.0 18.0 4.7 111.7
Notes:

a. 43% increase in staff from 1984 to 1987, not counting

transfer of three Controller positions, while the portfolio
increased 484%. 1If the ratio of staff to portfolio was to
continue at the 1984 levels, one USDH for every 1.72 of
portfolio, the 1987 USULH staffing level should be 85.

Five of the twenty-three 1987 positions (two EX0 & three
COUN) support both ROCAP and USAID.

{1) This is not an increase in staffing levels. The
three Controller positions were shifted from ROCAP to
USAID funding.

{(2) Being requested this Action Plan.

{3) Figures have been straightlined for FY 1988 / FY 1989
in accordance with instructions. However, 1f one
includes the possibility of supplemental funding for
ESF and PL 480, Title I, FY 1987 funding alone could
be increased by 50% with similar levels during FY
1988 and FY 1989. Furthermore, the above totals do
not include Section 416 assistance (Sugar Set-Aside
and other programs) -- the total value of which ex-
ceeded $20 million in FY 1987 alone.
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B. Staffing
1. USAIL/Guatemala wWork Force Table 1987

PROGRAM
OE FUNDED FUNDED
us us PSN PSN FSN US FSN

DH PSC IDI JCC DH PSC CONT PASA PSC PSC TOTAL

DIRECTOR 2 0 0 0 2 1 0 0 0 0 5
PRUOGRAM 2 0 0 0 4 4 0 0 0 2 12
LEGAL ADVISOR 1 0 0 0 0 0 0 0 0 0 1
PRIVATE SECTOR 2 0 0 0 2 2 0 0 1 0 7
ECONOMIC POLICY 2 0 0 0 0 4 0 0 2 0 8

PROJECT DESIGN

& DEVEL. 3 0 0 0 6 3 0 0 0 1 13
HUMAN RESOURCES 3 L1 0 0 4- 3 0 0 2 3 15
RURAL DEVEL. 5 0 0 0 1 3 0 6 0 1 lé
EXECUTIVE 3 1 1 0 10 18 134 1] 0 0 75
CONTROLLER 3 0 0 0 12 4 00 0 0 0 _29
'OTAL 26 1 1 0 41 52 34 6 S 7 1713
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2. USAID/Guatemala Work Force Table 1988

PROGRAM
OE FUNDED FUNDED
us Us FSN FSN SN US FSN

DH PSC IDI JCC DH PSC CUNT PASA PSC PSC TOTAL

DIRECTOR 2 0 0 0 2 1 0 0 0 0 S
PROGRAM 2 0 0 0 4 5 0 0 0 2 13
LEGAL ADVISOR 1 8] 0 0 0 0 0 G 0 0 1
PRIVATE SECTOR 2 0 0o o0 2 3 0 1] 2 0 9
ECONOMIC POLICY 2 1] 0 0 0 4 1] 0 2 0 8
PROJECT DESIGN

& LEVEL. 3 0 1 0 6 3 0 0 0 1 14
HUMAN RESOQURCES 3 0 1 0 4 3 0 0 2 3 16
RURAL DEVEL. 5 0 1l QO 1l 3 0 6 o 1 17
EXECUTIVE 1/ 3 1 )3 0 10 18 35 0 0 0 68
CONYROLLER L/ 2 0 0 0 12 16 0 0 0 0 31
TOTAL 26 1 4 0 41 56 35 6 6 7 182

1/ These two offices provide full services to ROCAP as well as
to USAID.

€
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3. USAID/Guatemala Work Force Table 1989

v _ OE_FUNDED FUNDED.
USs uUs FSN FGN FSN  US FSN
DH PSC IDI JCC DH PSC CONT PASA PSC PSC TOTAL
DIRECTOR 2 0 0 0 2 1 0 0 0 o 5
) PROGRAM 2 0 0 o 4 S5 o0 0 o 2 13
. LEGAL ADVISOR 1 0 o o0 o o0 O 0 0 o 1
PRIVATE SECTOR 2 o0 ©0 ©0 o 2 3 o 2 0 9
- ECONOMIC POLICY 2 1 ©0 ©0 ¢ 4 O 0 2 0 8
PROJECT LESIGN
& DEVEL. 3 o 1 ¢ 6 3 o0 ] 0 1 14
HUMAN RESOURCES 3 0 o 4 3 0 0 2 3 16
v RURAL DEVEL. s 0 1 0 1 3 0 6 0 1 17
EXECUTIVE 1/ 3 1 1 o0 10 18 35 0 0 0 68
CONTROLLER 3 0 o 0 12 1 0o 0 0 0 31
* TOTAL 26 1 4 41 56 35 6 6 7 182
1/ These two otfices provide full services to ROCAP as well as
to USAID.
o
,
L
°
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C. Operating Expenses

Mission operating expenses showed a substantial in-
crease from FY 1986 to FY 1987, the result of a substantial
increase in staff and related support expenses corresponding to
such budget items as office rent, utilities, renovations,
eguipment and travel. This periocd represented a transition
phase for the Mission as it geared up for a major increase in
‘AID assistance to Guatemala. Additionally, a substantial por-
tion of this increase was attributed to the transfer of the
Controller's Office, with 3 USDH and 23 FSN employees, from the
Regional Office for Central America and Panama (ROCAP) to
USAID/Guatemala.

From FY 1987 on, the operatin® expense picture shows
only modest increases of 8% from FY 1987 to FY 1988, and 13%
from FY 1988 to FY 1989, These increases are primarily attrib-
utable to inflation and projected FSN wage increases. The
principal source of operating expenses will be trust funds,
representing 81% of the total Mission budget for FY 1987, 88%
in FY 1988, and 83% in FY 1989.

An ESF funding reduction of 35% would not affect the
Mission operating expense picture as presented in this docu-
ment. A 10% trust fund contribution is anticipated during each
fiscal year, and given the current ESF planning levels of $56
million per year, a 35% reduction would still provide a $3.6
million annual trust €fund contribution. In FY 1987, $4.8
million will be applied to 1.5 years of operating expense re-
quirements for both USAID/Guatemala and ROCAP, with $0.2 mil-
lion being applied to audit coverage of the ESF program, and
$0.6 million for technical support. A 35% reduction would re-
present a reduction or possible elimination of ROCAP operating
expense trust funds and elimination of the technical support
and audit trust funds.
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D. Evaluation Plan Narrative

As expressed elsewhere in this Action Plan, we plan
to continue assisting the Government of Guatemala in carrying
out its economic stabilization program (implemented only in
1986), in laying the basis for its long term economic growth
including the spreading the benefits of growth more broadly
among its rural and urban poor, and in strengthening its demo-
cratic institutions and processes to bring about greater par-
ticipation in political, social and economic development of
Guatemala.

Both program and project evaluations will be carried
out during FY 1988/FY 1989 to measure progress towards these
NBCCA goals and objectives and modifying them as appropriate.
Towards this end, we have been looking for ways to improve the
evaluation process. First, we have been reducing the number of
project evaluations by requiring that they only be carried out
if they would lead to improved project design or implementation
or if they could improve current program strategy. Secondly,
and perhaps mare important, the Mission is moving increasingly.
away from individual project evaluation towards program or
cross sectoral evaluations which will permit us to focus more
on the broader developmental impact on our goals and. objectives.

Due to the increasing importance of program or
cross-sectoral evaluations (six are planned during the planning
period to Jjoin three others that will start during FY 1987),
it's important to mention a few of them here as follows:

-=- Economic Stabilization Program

Guatemala's Economic stabilization Program to
date has been successful. We need to evaluate macroeconomic
and sectoral effects of the contributions of our ESF progras
witn respect to their impackt on the stabilization and structur-
al transformation process.

-- Private Sector

The Mission has taken a number of steps to
strengthen the private sector in responding to the many critic-
al development needs For Guatemala. A private sector develop-
ment strategy has been developed and a major new private sector
project will be authorized in FY 1987. An evaluation in PFY
1989 of the impact of the Missjion's strategy and interventions
on increased investment and nontraditional exports will be im-
portant to determine what efforts justify continued support and
what additional interventions should be introduced.



- 174 -

-- Agricultural Diversification

The Mission has provided a great deal of assist-
ance over the years to encourage the Government of Guatemala to
diversify tfrom its traditional agricultural crops/products
(such as coffee) to increase agricultural production. We feel
it is necessary now to carry out an evaluation of current and
past activities and approaches to arrive at a new program in
this area which could serve as the cornerstone of our entire
agricultural strategy.

-- Infrastructure

The Mission's inveolvement in the improvement of
physical infrastructure is perhaps one of the most important
parts of our entire program. We are currently providing life
of project funding of $60 million to finance farm-to-market
roads, small-scale irrigation, rural electrification, land im-
provement technologies (terracing, etc.) and potable water in-
stallations. We need to assess the impact of our current/plan-
ned assistance on Mission objectives (particularly those of
increased agricultural production, strenghtening the private
sector and reduced infant mertality), identify critical unmet
needs and determine how current/planned program should be modi-
fied or changed to meet them.

As a final area in need of improvement, which at the
same time is critical in terms of the entire Action Plan proc-
ess, the Mission is in the process of designing a data base
collection and monitoring system within every one of its exist-
ing and new programs and projects to provide needed baseline
information to determine the effects and impact of our activi-
ties on the achievement of specific Mission objectives. Such a
system will require considerable time and resocurces to imple-
ment but its urgently needed. Assistance from the LAC Bureau
would be welcomed in establishing such a system.
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E. Gray Amendment

The Gray Amendment requires that AID provide up to
10% of available development assistance (DA} resources for pro-
curement of services and ‘commodities from minority firms and
historically or predominantly black colleges and universities.
The LAC Bureau has provided guidance that the goal should be
10% of DA resources available for U.S. procurement. Based on
this, 1n PFY 1986 twenty-two percent {22%) of USAID/Guatemala
issued contracts and procurement actions were awarded to Gray
Amendment firms. In the Efirst five months of FY 1987, USAID
awarded 13% of contracts and procurement actions to Gray Amend-
ment firms. We anticipate that we will meet the ten percent
(10%) target over the full course of the year (see attachments
A, B and C).

The above percentages do not include contracts issued
by the AID/W Contracts Office or the Regqgional Contracting Of-
ficer as we a0 not have total figures for actions handled by
them. Therefore, we are listing them separately (see attach-
ments D and E). Also not yet listed is the value of CAPS
training for one to five weeks for an estimated 440 scholarship
recipients (44% of this year's Peace Scholars) who will spend
all or part of their U.S. training period on HBCD campuses.
This activity should raise the percentage of compliance.

The Gray Amendment is frequently discussed at Staff
Meetings in order to maintain awareness of this requirement.
Gray Amendment requirements are fully considered in project
design and implementation, including the procurement plan as
well as subsequent procurement actions. Appropriate language
is included in CBD and AID notices and in solicitation docu-
ments and actual awards to prime contractors. The latter are
encouraged to consider Gray Amendment firms for subcontracts if
they are not themselves Gray Amendment qualified.

We understand that OSDBU has developed a computerized
list of Gray Amendment firms. The Mission has separately re-
guested the diskettes so that we can invite those Gray Amend-
ment firms which do not subscribe to the CBD or the AID bulle-
tin to participate in procurement actions. It would also be
very helpful if detailed guidance on Gray Amendment reporting
were issued and distributed to Missions.

A listing of Gray Amendment contracts by name of con-
tractor, type of ownership, project title, date, and amount
follows.
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ATTACHMENT A

DA FUNDS FUNDING $ OF AVAIL-
AVAILABLE AWARDED ABLE DA
FOR U.S. PO GRAY AWARDED TO
TOTAL DA PROCUREMEN'T i/ AMENDMENT G.A. FIRMS
FY 1986 36,881,000 6,578,736.82 1,454,664.00 22%
FY 1987
First Five
Months 33,301,000 1,474,286.01 192,867.15 13%
1/

Includes services and commodity procurement Mission, usin
actual procurement performance as basis rather than totag
funds available for procurement per conversation with Of-
fice of Small and Disadvantaged Business Utilization
{OSDBU) and LAC Bureau,
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ANNEX "A"

HIGHER FUNDING LEVELS

Assistance levels prior to last year's Action Plan were
low, funding programs at minimum levels required to maintain a
USAID presence. Initiation of only 1-2 new projects annually
was possible at a size that permitted only limited activities.
The funding proposed in last year's Action Plan ($115 =million
in DA/ESF for PY 1987 and $140 million in DA/ESF for FY 1988)
would perwmit USAID/Guatemala to work with the democratically-
elected Government and the Guatemalan private sector in carry-
ing out the goals and objectives recommended by the NBCCA to
meet critical development needs in the region. These goals and
objectives include assisting Guatemala to. {l) achieve inter-
nal and external equilibrium in its economy through adoption
and implementation of a wmacroeconomic policy agenda required
for stabilization and structural changes; (2) bring about a
pattern of real self-sustaining economic growth with greater
participation by the poor in the benefits of growth; and, (3)
strengthen the country's democratic processes and institutions.

The timeliness and adequacy of our resources are critical
factors, in helping Guatemala achieve these goals and objec-
tives. This year's OYB reductions, coupled with guidance to
straightline our assistance levels from FY 1987, if implement-
ed, will result in an estimated total budget reduction of over
$100 million during the FY 1987-FY 1989 period {(assuming that
Guatemala does not benefit from any supplemental legislation}.
The net effect of this reduction will have a negative impact on
our assistance and on the Government's planned economic stabil-
ization program. BEconomic growth achieved thus far through
significant policy reforms will decelerate and future portfolio
mortgage will increase.

If, on the other hand, the higher funding levels are pro-
vided (as indicated in this Attachuwent), the Mission will be
able to preserve past economic gains and move towards fuller
funding of NBCCA goals and objectives in the following manner:

-=- Economic Stabilization {(ESF/G}

We are requesting additional balance of payments grant
funding of $18.5 million in FY 1988 and $28 million in PY
1989, These funds, given the direct link between import capac-
ity and national ouput, could leverage additional growth of up
to 0.56 percentage points in 1988 and up to 0.84 percentage
points in 19u9. {The range in the table following this narra-
tive reflects uncertainties about the timing of the disburse-
ment and other economic variables).
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With this additional ESF support, Guatemala will reach,
or come close to reaching, a real increase in per capnita income
in 1988.

Larger amounts of ESF funding during the Action Plan
period could leverage accelerated adoption of outstanding econ-
omic stabilization measures and a shift in the focus of ESF
funding and its associated policy dialogue to the policy con-
straints impeding a return to self-sustaining 'growth. Local
currency uses would be programmed according to the same strat-
egy as described in the objective and new project sections of
the accompanying table.

-= Economic Growth.

In support of stabilization and structural adjust-
ments mentioned above, the Mission plans to use a combination
of ESF, DA, and P.L. 480 rescources to strengthen the private
sector and increase agricultural production. Towards this end,
in FY 1989 the Mission is reqguesting $6 million as a further
add-on to Commercjial Land Markets 1II project to provide needed
U.8. support for efforts to provide 1long term financing for
landless farmers and small holders to purchase farm land. Pri-
vate sector oriented, open market land purchase programs with
supporting technical assistance and credit have been initiated
successfully by a private organization (Penny Foundation) and
the GOG. In addition, the Mission wants $6 million as an add-
on to the Private Enterprise Development project to strengthen
its activities in export development and promotion through the
private sector.

-- Spreading the Benefits of Growth

To help counter growing disparities in income and
economic opportunity that exist in Guatemala and the link be-
tween this and educational attaiament, especially for indige-
nous Guatemalans, the Mission is requesting $5 million in addi-
tional funding under the Education Sector Improvement project
to further assist the Government of Guatemala improve the effi-
ciency of the primary education system.

We are Dbeing careful to avoid project proliferation.
Instead, we have proposed relatively large, individual projects
and add-on/modifications to existing projects which are already
having a demonstrated impact. For this and other reasons, our
current/planned organization and staffing patté}n will only
require one additional person ({Project Development Officer)
with required OE support.

¥
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DA

ES¥F

P.L. 480

Title 1
Title II

Section 416

TOTAL

FY 1987 FY 1988 i/ FY 1989 2/
33.3 33.3 50.0
58.8 3/ 80.0 88.2
18.0 3/ 18.0 27.0
4.7 5.9 7.0
12.6 4/ N V4
127.4 137.2 172.2

l/ Based on FY 1988 Congressional Presentation.

2/ Request based on 50% increase in PY 1987 level.

3/ Does not include possible ESF supplemental of $64 million
or possible additional amount of $5 million under P.L. 480,

Title I program.

i/ Mission does not know at this time what amount of Section

416 (Sugar
during PY 1988.

Set~-Aside) assistance Guatemala

will receive
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MODIFYING OBJECTIVES FOR HIGHER FUNDING LEVELS

LAC OBJECTIVE No. 1 Increase Agricultural Production

MISSION OBJECTIVE No. 1 Increase Cumulative Value of Agri-
cultural Production from Q2.3 Mil-
lion in 1984 to Q68.1 Million by 1989

1. LAC Indicators: No change.

2. Performance Under LAC Indicatorss No change.
1a. Misgion Indicators: No change.
2A, Performance bnder Mission Indicators.: No change.
NOTE While the number of hectares of land to be pur-

chased should increase considerably with +this add-on,
most, if not all, of the increase will dccur in the years
beyond the periocd of this Action Plan.

3. Accomplishments: No change.

4. Key Assumptions: No change.

5. Policy Dialogue/Conditionality: No change.
6. Planned Accomplishments: No change.

7. Projects:

FY 1987 FY 1988 FY 1989

{($000)

Increased Funding

Commercial Land Markets II 0 0 6,000
Add

None
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"3 MODIFYING OBJECTIVES FOR HIGHER FUNDING LEVELS
‘e, LAC OBJECTIVE No. 2 Strengthen the Private Sector
MISSION OBJECTIVE No. 2 Strengthen the Private Sector
- X 1. LAC Indicators: No change.
2, Performance Under LAC Indicatorss No change.
1A, Mission Indicators: No change.
L | 2A. Performance Under Mission Indicators: WNo change.
HOTE.: While additional funding should produce gains in
exports, the Mission is unable to quantify them at this
time due to lack of an indicator.
- 3. Accomplishmentss No change.
4. Key Assumptions: No change.
) 5. Policy Dialogue/Conditionalitys No change.
6. Planned Accomplishments: Add a component under the Pri-
® vate Enterprise Development project that will finance

pre-feasibiliy studiea, training, technical assistance
and related commodity/physical infrastructure support
{cold storage, etc.) to help potential foreign and Guate-
malan investors to successfully market non-traditional
agricultural and industrial exports. In addition, such a
component will support a stranger privatization effort
* with regards to the Government of Guatemala's controlled
. shipping/export related service facilities.

L 7. Projects:
] ' PY 1987 FY 1988 FY 1989
($000)
Increased Funding
Private Enterprise Development 0 0 6,000
‘ Ada
None
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MODIFYING QBJECTIVES FOR HIGHER FUNDING LEVELS

Stabilize Financial Structures

MISSION OBJECTIVE No. 3 Achieve 1Internal and External Balance

14,

2A.

Consistent with Progress Towards

a

Real GDP Growth Target of 3.5% by 1989,

LAC Indicators: No change.
Performance Under LAC Indicators:

FY 1988 FY 1989
Projected Projected

B.1l Current Account Balance/
GDP (%) -3.1 -2.7

Mission Indicators: No change.

Performance Under Mission Indicators:

FY 1988 FY 1989
Target Target
B.2 Trade Balance ($§ millions) -=-60.8 -33.1
c.1 GDP Real Growth Rate (%) 2.75 - 3.06 3.88 - 4.34

Accomplishments: No change.

Key Assumptions: No change in existing assumptions. In
addition, we have added additional assumption that in-
creased funding be given as cash transfer.

Policy Dialogue/Conditionality: No change in overall
macroeconomic agenda, but additional funds would bhe used
to leverage acceleration of certain key measures such as
phase-out of the export tax and substitution of other
direct taxes.

Planned Accomplishmentss Possible resumption of real per
capita income growth in 1988 instead of 1989.

Projects:

FY 1987 FY 1988 FY 1989

{$000) {$000)
Increased Funding

Economic Stabilization Progam ] 18,300 28,000

W
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MODIFYING OBJECTIVES FOR HIGHER FUNDING LEVELS

LAC OBJECTIVE No. 12

MISSION OBJECTIVE No.

1la.

2A.

LAC Indicators:

Improve Educational Opportunities

Increase Number of Indigenous ({In-
dian)} Students Competing d4th Grade
from 178 in 1984 to Around 25% in
1989, Wwhile Also Upgrading Skills
and Providing Educational Opportuni-
ties for Up to 1,700 Indigenous (In-
dian} Persons by 1989

No change.

Performance Under LAC Indicators: No change.

Mission Indicators: No change.

Performance Under Mission Indicators: No change.

Acconplish-entéz No change.

Key Assumptions:

No change.

Policy Dialogue/Conditionality: Hd change.

Planned Accomplishments: No change.

Projects

Increased Funding

PY 1987 FY 1988 FY 1989
($006)

Education Sector Improvement 0 0 5,000

Add

None





