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U.S,-m~SSy'Llnd USAIO Guntena recomend a'uLorizatio3n of all jtiondl 
H, 197 1 onic Supprt PwIrl gra'lt'of J'3 4, 75 ,OOQ0 to the bAveriwent~ of 

Gu 	 tem-i1 &.. represented by~tile th~e iisr 'o iac.W~ il additionaL 

11f-X ~mSLUFrnary:~ 

iefdeeu)craticaly elecL-ef overnent ocf Guaitemala i-as wnvetjd cicsiveJiy to 
7 ~~' ~eor ~ ~ sta6Uzeth~e ecollmlyw AivJdr Lriv )K~i~l~c ivt 

Setl Prdri01 rile economnic progrwn implemented -in June ~of 19BE h~is 
iev IL iqOtait SLC 33e of ailzn~ he exchan e, rate, reduciii~ K 

Sin fli~i anh&d) i~mproving incentives 'for e xporter's anA investors. 

Ctiateffialan poiyinakers lvnve uakcAn folLo-ori. actio~ns in l937~tO Maintain­
111YItmaindstrengthen the'?Eorces of' econonuiil recovery. 1They iave advancedI-- ~4 

exhne ra-te uni ficlItion by. nviii all t.d 'i~tems it egl e 
-sq -- 4 only, invisibles. inh .,.ull unification -will-<i~r~leaving thle banking, market. ­

tak pl1.Ace before :the 'end cff:!_Yl10K. ffLie fiscalt deficil target, of 2.5 
p,-rcelit GDP, is track, and monetry poicies areian p1.aceto ufil41 

- ,ois~ -expansiqn. Gneaigvrment. (!51tinues, nfr~reit 1113 its.­
romitne t to workc with the private secto~r to rouce reuaoy~btce to 

L routin eprt -, 1 inve-stment Co I I th Ieone-s Itop, expirt windowjc 
 x~pje, i
 
-E nw flly f,L-;j( , al]i b rvi63ctcr sto( exporters.
o,1 

'~--12--~ pte its st-ccesse in 1937, 'P~iiaei~a fic~s an unfilled Lm.L-ince of~ 21' 
paveltsgap.4 I'osuLport. Gurcitio'.L~itive poliacyprogres-, to, provide-
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e 4In44-4tA]SMI/GaLemab,7 propo~e on a"iionzal casn transfer 'of' 34,753OOOO in jiu~ 
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i'he pverr nt of j aawill jointlyaorcmra 
- -GOG-owne cnterpit 1b i ' currnies as D3udget Oiuport for public/ sectic~-4 

-; k~.4-,'develotV.101nL ro(-jects, anc~ufudio! poyii to stii'1iate private sector.---~'"4~4 
''' developmen, andEof&a isioi_66.al2 Corzroncy Lcust~iaccount_ Lroyised - -- 4-in 
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-m-ill1(cin3o 

- ,4~'~/44~1 4 /'- 44- 1<~ ~ ' ~ 4 	 44 I'~ 2/~45'i -~44,1-4A ­,4 "'-' 

- 11A4 '4" - - '/41 ~ 



3At-A 

In Juiie of 1986, t1 i *Goverinent. euta La -i (a)iniLiaed it 
ecopoiiic stb j$i~tonj pro ram.~ Cre Unit- Sti~es s supjxorte c6ti-iue 

4Wj850,00OPositive Perfornrce under this pr rain with _S isursc ments or 
i1n FY 19R~6C nZ 56Aeoo,ooo in~CY~ 937. USAD/GaLem1 eomuns pov1i 
an adfditonal ,34,750,0009 grant~ fro P187 supplementa h C,funds t 'assist 
the to adpkyadditional. ineasures in the~ fica ;an exchan--e arieas'. 

1", 

'Chis ciiiendinent is 3 comipanion cdocurKoI to the original ADan 
uxae infomtion cUn th~e tate~o ble , ua~emalan economy Ai-e et'ails 
policy, progress :since t<hi last EJ1F a~greemnent, and throgott eot 

< ,GDX3 iCC tjEirsU[repI)C'S 

~ 197atA
VY satstd~ 4 With informatio curn 0o uj 

I . heoigna iV w escribed GuaiLeraa as 'an ecnoy t4'jl 

4to resolve .a large ixiance of [xvnents (jai) and4 fiscal revene snortfall
 
4~-reutig fCrim :the <unexpected pluage in, international coffee prices, ar
 

comoit whic 'is telaryest4 single generator of both expo~rt tax revenues
 

«i'iiifoeign exchainge. vie ais3 projected that 1987, while exnibi'ting early
 
~~signs_6f an economic recovery, would nonltheless be the seventistraighti year 

.- '<<4<4.41<-4o<f decininlg real' per'capita GOP'.< -' '« .­ 4-4<4­

4yThe 19R7. external financing gap, reported as <4207. 7_iilion i~n February 
,has si-fice widenckl to 4341.f ,mi.Ll'ion-. N.evertiieless, Iatrn [Si? suppLementailf LIJ 

;)rilc1 r6spects.(for refina'ncing of ,xternal debtwilnres Lefa]biV~2 
.<o 'excptiona1l external' finalicing <of <the4 gap. Guatemvia,~ st'i iasi not 4~'"<' 

44 

ide4t CIied financingy sources [or. iUon,~ anid 3O illion fro'm the LA 
4 

'444444 -Lli& fis'ca.l question~ is moKre comnL iae'.i- 'lle~t cal gpin 1987 of 2.4< 
~re it~~ii GDP ha-s Lxet-I «descrilyed by th&<(inister. of Fi( ance a-~s a4 "Potnileof 

<A-wich must befilled, " ini othorwords, a, temporary prob. ,,2m due. to tLhe~ '' 

4'<-4-4.4 ~ rfPi of e Ujniffication of Ule exchange r~, hc .ever,44.4S ~ ax, 4 eeie 
en~h~d of Cff 1087, -Wll incce.:-se tLhe quetzal '< alU&2O publ4$ic-, sector debt# 

44 andinc~rease in fiscal eus .1 1983 nd'4pynits nd-41srvib 'mA will' ruq4-

teprfr shrtfall andl -provid~e< for future revenue needs at the simxe:,Liinei_« 
pigxIl isfor Lh Coges wide« at the samne t'imen tes 

"' 

<f4 

'« --- Oi<h s fica he Guaemalan~ leadership nwi agt e,;o
4rin,c 


stdy,4 comment 

Pur'~t s ~
 

the deiidb the' pr 4 ' ivte 3kctot'r- nore to0"m and ecnietld 
4 enidcd.-J41 <ls to" til 2ili nn Lh OC( difI11IStathv 
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as e-'rly idtec 'tat throgra,M wJoring. i.xUthCYTPA n5s beeyna 

as 13 moth danfo 0'mircn-i ae13 nd eal 96.P 
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fesor The j rate toss L 
dollarupp in The regul~abt aretas !5cen sustainable for 15ninc 
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goerrmen h,-e. prig resieymoed sece auhterityand rt1uce
crdiwoiib~i 	 itor 

icnoc whchnerobita et ecn~oia the j)Lhrtofptres Guarwtha h 

~$~~;an- democratic consolidation._ 

Thne Y 1,2997 4 PiAD~review~ed econoQnic polic-M frm ae n 96oi 
early 1987, -and evaluated Lije i.Kely [- Corince oJi2-th uaeoL"ncnmy

'Pis section updates Part 3 of neoriqgin-44. MAD'.4<~~2§<19'3/. 

'.AA~ 	 eneral 'Jrnds in 19837 ,"-	 TA4 

4'Optimism - Guatenk-iia poiyikk are eLated tibOLIL cnti 
i-'rogpeCts 4 for7Fh't1syear,' given 4 the6,sitive.-p*r -orm;ince OL several ey 

.,~':~: 	 Indicators. F'rorinJanuarj' to f' iay DB9f7,, c'nstruction increasbed%'by20.8 pocceiit ~'4' 
over the -periwu':ast year,' while tne~jnd.ex ol sale ofy ceie t rose b4y 

1.5 . percent. TPhe number of ipcoini~g, 'tourI stS (Irew 4by 29.1i p drnt for Lne 

same -.perio s . From, jnuary' to tJune41987,4 fco'eiyninvsmn is 'up&"j W0"i4. 	

oith simi1ar~jpc6 IN.96$1Fn IlJy freiy14excfiye inf..os"'4,44muillin 

,romi exports ofnrdt~a1pout inrased ~by 36.'2 Lxrcent,' 'cmpariny 4''
 
""<t~hefirst sven~months'o-13 aiRI 1g87 ..'~ a reslt ofE these an< 'otherA ),.


-'-;' po'stive sicn 	 , of Ouatml nas revised4"itsLf inXri 4 

of 1937~ real GDP -rwth Eromn2. Lt3-rcert 'to 2.3 percet4,  '4L'">estimate 

4'~' 	 4 (2)44 'Q,~' ,'-''~ 	 ~ 4 "A 

4
444' g44"q.-' 	 , ".' ,' ' 

kw4 	 4 " ' k 4,,, 4" 4 ''~ 

2 

http:tne~jnd.ex


- -

-----

---

B xte rn-1 Sector 

Prends i1987 Coffee Gui Lenmi, rtntepot 
a~~~ *ns Si~b1,impor exr 

Efeeda .ro, Aiuinwold prics.'Lne eti.-i edaverage p'ice fo'r 
s~o ffee 1is i t li --:k-3-bee i-r due -dynY ~r6OO--11--:-:

0DecteJ i the, FVLN,7FO (Febuary 1937. U): 108 ' emtstrcn 
Ostiaites. Co', nsatin some~what for7 tis (I p in pr ce i a higher trian 

By contrast, t~he Bank of CGuatema-ila has~reduced projected values
of forin exchngeeanings from cottoni bn; cadmiadptr oieui over, 

to oth er Cent ra l Am ri a coun rie s h ave~ [-e n o er~ fro miihe ear li er figure, 

of .0~1O milion to a more- conservative k)0O failiion. 'fl i-e)right spot in the 
~>export p~icture is nontraditio nalexports, ,Zicn tor r-'tn first part? of 1987~~'

4showiri . &iainati inrae Frig~'exotsdrngtcinr~ie orinexchange inflows from nontraditional -. 
exoort~s 36.2 lpercenL over Lndurihgthe. period -January-July, -19-7-are~ up 

c., eriod ilit0 s~6ine par.of_ this increaseiiyreletorrespondinig Whil 
- <activitiesOE S(3S which have curbed underinvoicing Dy~expoter~s, 3,Elik~ of 

GuateiriaLa survcyi :u1fpruducurs suyjst that nontraditional e<-jc ieyoln 
ra p 1 

[bntradiioma1 exports, however, represent only 20 percent of%-
A *total,exports. Thne decreases in expected exp~rts of traditiona.l' products ind 

Central American trade ,morf thdn neaethe rapidgrowvth in the nontraditional. 
4sector. As a result, ,the projct 1011of total exports for,19,87 i-has oeen 

~~~: adj~utiied dL nard froih 0080.5idllion in the CP(1987-TANi to 4973.9 million. 

-. Thes ne e..pr$SteAtare, shown iin 4rale L., an upd]ate of FY":1987 PAki) iabl~ 3. 

in eeinq'"it Lhqexita-onf 2.0 percent or more real' GDP 
~ gtowth in 1987, im[poits a-re project~ to qrroi by 1B8 percent over~their level 

~4s in 1986,~from 875L.7 xpiiipA lto k'035. 9 mifllion.~ ti'betk'eiess, this Erigure is ~ 
-- s newliat lower thakn that give7n ;in, the UY 1i937 PM) projection,~ owing t a 

rvson IlX3sod on ictual. de,11i for foreign exchainge~in~th first part of the. 
- -yoar O~2ver~, L:the trade Wi Lace tS CStinak.ec1 at 7-I2.0milofr197 

~ -~Adhny i (Xcl:Ud 3C grants), the~currentjnot~service. Lra(30 ad .L ans ferS i n 


~ L--.1ccounL- baarc o for year.
nis&expectd ral'$230,iilion Ltd ile
 
- *-negative 1balanice6 reflect!-- the tiav ,itrs plym--t burden-Jf
 

Me c-L t accoun for -t987 is al-so n-rc ngat1ive than~~1 
­

-- <originaly reason for1 thifsshortfalis expectatio~n ofcepected.~slbe iain 11 a 
e( o ffca Icapia infLows than OCr £naly Projected. rliyec 

ne-tv i~e for both LiecapitaL and current lb,-iance~6 pyet accounts 
resfUt -~.in Jnc -IS61 6-etrnai ~finncing yjap fro 27.7 illion~ to 
t341J million ove'rLheearLier 1937f PAIMJ estimates. -p~ 

is ALarjeL~y offstb yreate- T--ile~hccezse4 i Olei fi 1~mnc rn~ gal) t 
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val i ity, of exceptional fin ng. Viie 'F rm is 34,75,00.U. 

r3 cr ed at ~ m r j c e , a p o j s or: refirnaacing:,of -conim'erci'al' 
c -atsppear good- with Gatemaa n tiin 9cusos 

~o rdio o~in -New York. -i t h reduC eors of foreign:
exc e, i nflows from ME,,ia4'nd :IBD tis ca endar year,~ the unifinced 

_Drton..n the..gap Ct~l s_93 2_nilion. _-Ils-gap-couid-be roet~pr
wlly through-increased borrowing from tnc- .EP, Eximbank'adC Cg ISb 
the Unite States, land quicker movement of, undisbursed f 
mm Dceit lnes 

s the i103 andn 

rtie-termcahfo oiitikas 
short'o Po i 

reenl wre Anuiem~ na 
)fsclreorgantin etbuinsmn ruhn 

of th'i-Central Bn 
s on imnports as 

oIteCentralBan~k 

a 
part ofth 
t u

dollars, during~wa iso th "driest" season for'-oreigr exchange itiflow $If this increase in1 deiinn persists, the Central jBank will"moveY t increase 
~thei exch-iange rate in the regulated mareiLewith mam ret forces. <'hne
o6utstanding~interimstep of? eliminating the b
nkin~g market for foreigjn
exchange, which now coyer only~invisibles, will taKe plac, 'later this

~calendiar year. ~ ~ K~ 

The Guatemalan authorities are 'con iiLt~J to full? unification~ o~i the exchan e :rate by 'the end of CY -1987. To . v 'dihe oltc nrs 
7iiivb1ed 'indevaluing 4the'6oo-year i, ~ta-d aiy

-_olc ,'quetz lilapar y£ ayents-af teyi98:;f 'Cetral,-Bank external debticontracted before June of 1986 willitoe ;
aCC~rledn te boksat the"'ffticial rate2 1 Phis accommWation will1 nave no9economic -impact, as all arm's llength- transactions will- take place at theregulated mI-arket rate, which will be adjusteJ as economic conditions dictate. 

I.iscal Balance ~ 

Prnd in13 The19B7~ central g5overnment, budget~ rerlects a~ 
poic ofrsrie expans ion, 4mostly designed to catc'h up~to infation. Tn'e~

Sbudget limited*"he'deficit ,to 2.5 percent of~GOP. e,1vertheiess, tne d ciine<J. in-the 6offeeprice this year-,catsda~orrvfusoril~ h fibcai. 
gap would be about 3.5 percent ofA GDP 'in1 the aibsence of the LRS local 

curreciesused~for b~iiget suppox.rt. 4witi 'these localY cu rncles, .e­
-~-~is reduced to 2.4 pmercent 9)1. dfiit> 

-~i ~ 19.5~percent- increase in tax revenues assuimed inth
budget -for 1907 was -originally tnougnt to beurrait Haply it h
except~ion~ of the coffetax and pubiic hrevenues ~relating< to petroleuim imp~orts,
'most tax caegjories showl sign'ificant~increases o6ver 1986 's fa this year. 
Thiese figures are given in Table4 2, an~uxate of~PAiAb A~nex Table 4. 

'~' if the deficit is onl 2. 1:2rceznf of GD in13 n ax 
ollections have, increasedl substantially,- why is Guatela,'s4 ficlpsto
of' such concern' to the country'~s plicyake' an xterna~l donors?4 First, 

'current leel of l 0 a 
-i intscne 23 ercenLi ofGD this year cannot: bfiacedI wih~the puolic 

A (5) 

9- _ 4"' 'A -. 
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V, zz 

sector * clmetie rev~eieSW This; year,~ it 4wil. take! ,,arge 'I1SF local 
currenc'y budget suPOiL£$uio r 2G 1tb dfi a 

smI -)ntrrise sector 

fac,c/a are , 'ncceaset in e niTure whe~n 'unifi6cition revalues thei~r debt' 
~s~metifromi Q1.00 to 2.50 for~ eachdla of itriuid pr&ncil 

~~~ C r yiim~n and LJe 1Td'Ih ubl c ei 

has pled~ed tAo increase the d ' 'Aoment investments ofGuatemalan government 
the pu.blic' sectr, hich will xeqwuire a, higer eveV of 'resources than the 7.4~ 

4perce4nt'&of GDPto be col~Lected1 in4 taxes in 1937. 

'Lle Cerzo govrnment hasrespondedb prsnigafsa 

Ale Ai~qgst'. (fAsthis ,isi written, thereraiail ackg c..Chr 
,. 4package )has LNsseK1"two9O the reuire&'thee'!.',readings, " wi th the' final"., 

rea~inq,,.cheuledforthewee ofj~ep'emer'7. ne agae overhauls'all tax 
4 4~44-

A' are some, impo~rtant revisions'of :individuali taxes designed "to proJuce Lin< 
additionial O-Q120 'million inr~venues 'in 1987, and _Q300 ,million' or moKre inw 

'" ~1988,and beond.' At-:prs,4the ta~xpacage w.asS4' tillt, uhinfu o § 

definitive analysis'. 'Soepositive Ineasures~contail&1 within L11­

reform are reducti1on inthe number of personal incom'ta.x bra6ckets from,68'to
'-..4 44 4',periit,a 

''-"'16, reduction in the top marginalpersonal income tax_ riate from 48 to .31 
percentan I~roadeninq of lthe taX base for the ,,lu-dddtax.bt0her'-4, .

&Cuatemala'~appe Iar~hastily designed, or. are overly comnplicated 'fo a­
-. 44'f'.measures 

'4weak administrative, apparatus. 

Ccbupled -with reforM ~to~the' tax system, 4a L)60 million cult in'the' 
'197prtn budge has bee "'publicly, annpounced by the Minister ofFinance. 

" 

4+'4ii~ disappointing thus far 'inIffie execution of the investment 'budget 'has-e 
19987 'with the following execution rate~s observed through 	July 4in the,,-A 

~' ~ ~ 
'4' 

' 
4A"<4' "developmAent" inistris: 

S- '.4 §'-4A->., j4)4,480 percent~~j-4"Y4i~:!$42Y~j Ministry~of Education 
14.0 percent 	 ~.44.44i4~.'4~44 


4$'44/44444. 
 of Health~'~. '~4.' 4.-' 2..Ministry 

4 "'"44'. ' 

A' 4..') .~ Ministry of A'griculture - 21.0 percent 
' 4''.-...14A"'444'',4~~$44444241.41424~4V Ministry of Iveio[Anefln4 . '0 percent 

of the3 investment. budget is 23 1"pe-rcent~ 4
.'4"44 4'<A~444,.4§"*The 	 execution-.rate... overalUl 

Lhrouit July, -nthe' B futml estintates- that by.:ear's 'end,~ 71..'4A444 

4 execei be accomplished.' 44 In the FY 1987 ESF agreement side 
.'II-

letter, the Guatemalan governmifent committed itselII.f'to-increase implementation 
'" 

-4'444 

~ 4~rates, -with a spe-cific targetbofa '100,'ecn increase in execution 6of 4 Ali) 
- 4"42.V

in narrcyowingsupplemental: ESF..prcgran'will support progress
'4 ,4''MeTh,

thef Lsca1 deficit alonj'te ie "i 'aoe. in additio, 'i?4bassy and~ 
4-' <4~.'"'4 '4.. Aj4 th ie, cited 

comiosed. 
4 .44 4~' 

4ISA.ID-' will -seek 'the 'designation of a-1988 "c'ore development budg4et," 
''o'~roets4i-ste~raSo'~ealth, education, agriculture and rural
 4 

infrastructure," housing and, urban improvement.'~2.-.r'.~?.'4~ evielopmint, pjrouctive 
i~' Spcific 'implIementat ion tairgets w4il be' posted, to be evalua ted in thie 

'~"'~~ 

4 4 ~ 4' ' "i'(7)'
44.' 4<44 '"4.44444<4 42 ~ 4 

' 
.,'4''~~~~~~~~'.~~4' 4 §'" 	 0''4~4~4,4 '' 4 4' 44 

4
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quarberl'y progrs reviews 	o n enoicpolicy in aIdfi i f-ut(Ire P
pamlocal currencies, for 	buye Support 'will. be loa 

buIe aloagdt6th c. 

-Thie
Trends iii 1987 Guatealan authorities are adhbrinqg to a, 
-o r:)ici~ 198 bank cre-dit,:to-1n1al he etra~oenu~
 
->e imi~ted to Q-100 mrillioni. A d 1 

cera goenmn iustLb rasdtruhnegotiation of' bond i ~rectyI 
with4 tihe prvat'etr 	 ~ ~'' ~ ~ ~ ~ j7 

'*V 

''~ 

~Inflation of 12.1 'percent anulo (Ntina Statistica 
InttueIne for Guiatemaa4 City) i~n E ,fiirst sieven zronths o~f'19874,1.--s~ " ' 

consistent with the 1.2.0' percent,. iinflation"6 target for .19B7. According to the.. 
13arlkofCAtazl index, inflation in'~ tnte capital t rodugh Augutt4, 1987, was 
only 4 .8 per cnt annua ized. 'Tnese -rates.are' beIow the 14 percent 'ceiling on1'~V 
comercial 3bank.intere'st rates o~r bort ris.'il~ 

'Anniex Table 15.' 'e Lational7 Sttst6 Inttute Gu'ateirilal2ity price index
:~ATj~44, is,4.sh-o,,n in Table 4 wilaiplted 7 V_ 1h f AD ne fbe' 

whc sci la Table:12 44''io '414 'znnI"4. 

4 '~' 9 '""t ''PricingPolicy "'' "' 

4 4~~ ''i'"~ ~Trenids,,in .1987.-'11ne last. produts to be taken~o ~theii price '" "> ' 

cntrol lis wee iki ilk proAuc+~tand m'eat in early 1937.~ 'In-or'der' to''.144YA. 
increase ry-'of 'Ecbonmy has begunp lihn '44, 

lit pries in tht'rkA"6~ ibuyers are aware, if 4in~iiuali~~~''~'
 
'4" retaiers are charging excessive a A'Ddnh 1;' '""'4 
 4444, 

'">4'"""""~'>One policy shortfall this y6.u. 	 relates to electricity priciny ~..'i~~
K'44Tariffs need to9 be adjust 'd upward infJf~ iiUthdie higher pri'e leve~l and the" 4d1, 

n4'ew,4'exchage/4rate 'relity. .An increai~e i'ds p-r[iosed t1o this"""'";arlier"thi 
'Po "' buiesand 4 4pocpular sc-'.or "4 

'Mie Giuatemalan government, Stl niab Complete s mesure has4'>'4 t 
takbota eoa ry 'en Lra I. ov'"iie- rL,siU' electric colinpany, (to?~Lbsidy 'to the 

"offset the additional costs dIue tocu ifca ioh) until~ an adequate increase call~y'~ 4 

' 4
4 144be~ in. 	 44 *4""''e'phased 4' 

"4"4~'"'414 Trenids in 1987 - The FY 1987 MAD4 reported alito palanned""""""4'"' 
4'actions toiprv incentives and r'4fIove '&b "cl"'44 c'o 4,,'iae-s 

prdctoinvestnt "and export.' 'Me~ follo;iny progress ns been4 .made:L'i. ' 

4'' '"?"~"~~Development of a Ex"'"la '4b4"'44' -the4 'termis of efeenc 

have 4 beJen prepared, and CXAPE:( is in t1'e pr~ocess of' deciding whp44 should~ carry'' 
ou the.
project.
 

,444144 ~4 ~ 4 ~ '~ ~4 4 	 ' "'" 744444'474(8) 4" 
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CLSU4R~ PR.IC~E I L4D E; 
G3UATEM4ALA CIPY, 

(March' April 1983=O0j 

195Jaquary, 114. 0 

Jue124.0'~~ 

A ugust ~37.6 -

Septeber 135 .'i~~ 

Noeme 144.3~I 

~Februar~y j:> 154.41~.. ~ ~ 

June ., 172 .) 

~Aug us t~ 49~7 
Septemberf7~> 1 7 7,;25 4& y 
October l79.~31 .4 

NIovemb(E ,r' 178 9 

1987 January & .182.3 4i'j 

April 1 36.0 

'Jun~eTh' 188.7.'
 
Jv131. u 

s'ecci6'n 4 de ,Precios.~ 
~Update o f FY87 PAAD Tle 124.. 

Observations fo' last weekly picigdate each 
mronth L... 


(10 

4 



- -

viin Lthe laws for free zones and nacI6uiIas, draft 
~~~bto r&a ndbbth' dreas and is uder discussoibteen'&Vprpr 


L~e~~pi~2hIV trv
e~ectors.\ 

Reylision-of the fisaliiicentives~ fror r e s-tn na 
r~er&1draft leisltion for pfesenition to ~ 1er-grssth~isea. 

Wiewof,th~h~f codge 'andtcri dit pol~icy LAID-ha's been' 
instrulnental1 ill forpinqa private sector -public sector work- group to look at 
credit policy- as itaff~ct agriculture.~ 

.'.va2 iii a mlmnaino privatization activities ,thieI-' on&~ 
QO plri topiatz r l.iquidate ,FLAECA, the merchant marine, before the

'9 

~ 9j9~9k end, of 1987. ~ 
9 

~ , - 9.- ~ --­

-~ ~9~9.-"-G.~ St9watus of Negotiat~ions wit~h Other uica'Lendcers ~ ­

--- -f.( Gvermenltof 'Guatemaa has,, -International Loeay-un-
9- j.9p1~ <repardi a drft letter of intent with: tne, I'Und. o"9' h9' ­

:~i9E~ 
4<<4

99,..9-is 6 prg:u 2 in & effort<ir. 
99ickj4iur9-thcentralreducin til government' 4 deficitL9'<bce&h ne~a is$ i-992999 

-place,thle Gt~ml autriori ties-will~ resume negtic-ions Oil ntis issue .9..9994 

Wrld 9Bank -, Pending an, agreettient with tne International i'lnetary--9~-.
999- 9 

,Funld, 'he World, Bank wiJJ1:Anitiate an $00 mnillion Export ,Prom~6Lt'ion Project,'~~ V 
'<9'- whicii containsia 60jhillionblzice 9 o f y.(ionoiet ( ea"rlie r 

~ - 9999versions of the.-projoact, theg3OPI c'omponent was 46, niiin)Ii n remrainder ofe 9.;9 

-J-9k&full(sth '9Willietbls pre-shinent e9xport Hfnncbd~failit-in'ti Cen~i'tal 

<'9-~" 9 

B>9''''iank.' <9 9<2 

<'- 4','0' 9 .'.9. 
3.4<9.,9 p DG 4< 99~i 

st29 QX3-D Re a i 9 hiL 999):9,<,999 9. ,, .
A.9 99er4<4<'9.919.'99. "44.4 u.S. 

'9"goel-mn repace gterres nd wit3hA ltai sealcontmn to'.-'re-'-9-9-n 

9.low~~ 2""9-'9''Me already'"1986me o u ofStile adriys' o Geun ategyan have-- been'' -" 

5ursLp ofndocumeins nTe the long PAN)or ofaieqithdeabestting ionac of t-e 
9"economic scosisderatle weanLryh. $ighiadsrindgeu gou he fre4 

replaed governent wrmih- s of measuressi~n 
- '99 e oenmic oanprealniv o~e~ 9 'Dii -4 

rte,6utitlI9 ) s 
tne ill 999 Of1B.A ti mnmnJunea. 



ycoioiiy 1s ou t rifld It il I Ini,notyet of the ways, I2~~
 
re a-l PeOcCpit 'income~s w1j Ihebp 1 orIw wj 11.
 

e C'' (ND Cc)). deI1t fiC1 a C.L I ly( I[o r-I rpd 'iiM 11 ir 1 c n l 
eu1t.For Gti-ia a to nin(, St, t(sb _ 

gover~nment, toadopt, necessarmcrconomic jXC reomCarry OLt. 

d~eeopment investments in ruraes and ,ex[rind~prodiuc tion rLq 4e 
~avail1ability of foreign exchange for, imports of' needed inpt. 

'Ile prcposed 1FY 1987 spimnaES rgmoLf ring
34750, 000 in grront funds, ean cnitn wit Le 11B&A anhd Mission { 

strategy for Gu~iferwia.~ Then poram 4i-1i assist th oenmn fGuateiimlaf' 
to adopt~the next rounird of policy reiorms, ncle~V o w1in ti I progress towdri-

. 

stabilizaition and ren~ewed growtb. IrOai currncy proqampinq' .ill further thn 
H developmdznt objec-tives of~the Mission st_ticey Urulpotcino h 

Guatemaan ovrmnt's e mnt:IFjihudq 
nonqovernmna. rqnaniza,-tions L'o Pr( 1vid.,"kji)~SV scX~la so 2Ln)c~I-ldilpporl4

S-of priwi te invcsi~tmnt ancPexporL. b 'nm~aliq~ 
4a?

rbvi ve, .,n( 6x~nhq 
viorous acommitmnnt o NumaniriqWiI ,-i ~r~ 7 prossbI 1 I eat t~heY 

h~4eart f achievingquitma n -tio-11 qJil: hjck( fLrdUSor.~ 

'Ih- Aproiposed sjpliientl rt of 34k75Q0iOO illd I-hoishurs V(NVl~ 
a in one trancche,;, :to 1,AckGuaitLei-il A's-ur'Lhe pr ,aesin~ ~r aI 

aa 

~iMplementinig ecnoi an rzxlicis. '1LC )stblziIii ThdrLiiiwto 
-. policy, measures to be acarried Ot (2Gatmaa government acydsupported~-a~
i~itoU.S. aire tolikbv tM discussed> inith4 afo: sec" io*a. > 

a aB. '~ Policy, Dialogue <a a aa{aa, -- 4'a&Y 

-- engagedl in a ?close, prodiuctiveo jxdicydilcde ineth6 early <4aiya ofa t- e 
qaovrlfleflt. waia iTe Xo'-j li sLof 'epodi cof orm m-itie aii~en b h -r 
gaovernment appears in athe -irx 07WMi is6uj1Thtl ?~din AnnexA o hL 

A'- U~ a~ 1c ld 

Prsnaio oCnars o a pakgaici t increase 

ette -- Amnssydor, iwlt t,-'aI ica-- - tofh imrvii poa a--4 -<a­

unewrt naiotfll flId rkw"ah'Q 

- 3.Thes rn~smesur. prcdcit <a aa~he~f91owln cbn$At~acn~itioh a>< 



- RedLuction in the ce11trIal govenlrent: operating budget by Q60 
ni.tLon in 1987; and 

- Further progress toward unili.cation of the exchange rate, e.g. 
eL imilnation of rhe banking market. 

'ihe side I utLer wi I 1 a lso containLhe Foll owi ng additional 

comi tment: 

- Devel oOniit- of a "core. level olpnent budget'' joirt I y wi.Lth 
USAID/(uA tonua'la which will he the basis for local currency budget 
support ii (Y 1.988. As part o1: this exercise, implemeiitti.on 
targets will b,, stai; i ,hed aii revi ew.,l at qui i-torly meet rings 
provided For uldor the FY 1987 and subsequent Il -'lreeo ieL-, 
"11e ''core developlmai will that subset 1i: overallbudget" be tihe 
investminenL txidget which conCains AI), other donor andl Oi;
 

devel opment projecLs in the areas generall.ystressed in the
 
Mission's (,I)S and NBCCA.
 

The corxli tionis ain cmii tment-x)r-,sl ,abve,are addi t ionaI to 

those contained iii the fi rst- F' 1987 side letter. The ori gini coryxiti-ons and 
covenaints will 1in fr-c'.reiI ill 

(n)n Local.C. Pro I_(;(X4X,Ciod Ul-renci-eS 

In hu - gi nai H' 1987 ESF" agrcom-eew,nt:, the (;(X.-owned local. 
currencies were allocated to Oi- gene-al airels: support to the publi.c sector 
investmOnt bildget ($37,6U0,(XX)) tihe FY 1987 ISAID Private Enterpri-se 
l)evel opmeiit rojc t (X) , )rograims wi th nongoverrnilenta l. rgani zat i ens($1, 0,(XX) 
($2,8,00(M) aid the SAD/(uaLte il.aiand IISAII/R(XAP trust funds 
($4,700,0(X)). a'or these I.JSAID/(;ltlaemLa and the Guatemilanall. ofA categories, 
gover-infent :(,reed to tle genera c ri terin thaLt fnIis should be directed to 
projects: 

"ai med ait improvi ng the staixlard of living of the Guacomnalan 

people, especiallty the rural ipopulal-ino, and at proaxtinrg private 
sector investnlents aid exports.'" 

Wi hiri the fi rst category, public sector investment budget 
support, prior t i (.swere estalbl i shed as: 

1. CJounLe-pa rt to iUSAL)/(ut niaLa projects, 

2. Uoui it e rpart to (other (t)nior projicts, arki 

3. Stupport It (;uatemaiIlan goveniime'it2 projects. 

To daLe, USAID/( u;it eLMi Ia has reviewe d and approved requests to 

(13) 

http:implemeiitti.on


- -- 

- -

neary' a: 0thepr rai 	 of orig3in,1cnyn­

i a' 

bu idftS epe-nence on eternal donor fin, ing,. me(n ta fo~~
 nea (j -inget -insiethacfr298
 

-vl 10men i n v-e'- istmes under in -987. Til siilSize-of the investinert'> 

neiare been fu]Y1etm1n activgh~ities meetig the criteoria Uistedaoe 
a1f l icd houh I1Y-acurrency proqraunnnng 

USAID/Guatema1c haso ~ ~< ~ eiej 
§ 

tathat aIXiva a~hrequs from tile Gocnhn it:fGU't t, oca 1.currency generations[fron~eF .8 
bUp emental F13 e prqaui la plACS(Cjr'ft~( upr for their 19A7 w 

bulg-.' Ie GOG originally xpected ~to reev '11 cah ,inf-r ~ 
5 /5;00i sppleentl tiAfunds Based on prviu! M ­'<'e -.qromn -' 

-im wjt ncngoverrnetal orqiniza~ibn -pn for tile USA11), Lrust- tund. 
-o~rh U. S. sreudthe e~tranfer amount by b20,UCUO;000 Lhroq

~f 	 projectization'requirement; <a~i-the~short lea~d time for robtigation macic it lt1I I­bu im-~ sil for h nt rg funds oe&1h Wer-h~ 
 -~'­

or 	balance of p~iyients impact inCY 2987. Th 1C~hk tIntb~itPn 

pecn o h 5 ' 750 000; as bdget support, ad rf t1 i tsfi c Ipogratm ­

-~to presente o witlRi pption' <;
 
~be dtbhe IM this nssi 

1Ifmor tha a toIe amon local currency is programmcd no~-I~
thanato~ ~mun 6f mor 

private sector activities,'and thle missin trubt tund, the GOG wilI~not inoect~­
~'W-~I'its fiscal targets.A Given the ?cetral. B ks dete rmination to hold th67j~~<>

central government~ to its credit li1mits, 616e Ministry of Fiac 1will be,
forced to -make up hbedifference1~by seig 'bonds to the,'prite sector,~:thus ­

' ' -Iing out rei j.,prLvae onLtrprises Its-only other altern-ativP5 ar 
~ to cut the public sector invesbiiont b41get or toay,off pu'tblic , ector~ 

' employees., 	
v 

I'ho oeneto Gi~eia~la haa e a' good'fathffort t o Slve 
'<rits fiscal problem by uixlertaHangj a hjighl~ plitically unpopuilar tnx increasc- ~2 ­

aj'nd by cutting its operat'in~g bud'~t Q60mlinin 1987. ~ . < <>~ 

< A In response to11this 1 xce- Ein1l~-qusL from Lh G~tera 
<- -overnment, U m of usinqlo l 2 ' 

S -e 	 'DGuf 16 Oi~ 11 '4lore t~(-'F's1Ai*c f" 

' ~~currencies to finance a limitec], s'ocfic-i: Pet~of 6p6'ratinq expenditure 
1 

>- ' 1: 	 J' 

' categories which are, closely Led to ~te revei6pment projects ji the----Il-
Sinvestment bdeo hc r esle net(n rj.cs ,reapeUSAbuayfiane cone~or so (b"

Mi o poe s which ipre mande up only - ' 

4 of technicassistance a7nd whih re tedq aso'aiI xess US3AID)~ 1­

.-,will:-l 'so consider some catc-gories of Minthhenai & eipenli tUres Apart from,~1 	 1 

Undvi th'u aprvdusesof 	 for~expendlitUres appearing 
1 

-"'- local. ctirrencies -j­

' ~~~ ~ ~ ' ~ h 8- atm- , reing(if,ally) I:§1 ' 

local, currencies all1ocated for pulc 1cIbr investment wil1l pass< into the----o1988 "core developent ILYudget .t Of the tb6P '3,50,08 ven inlc1< 1 

currenciest approxim~ ~ ut,,l wil he-alloate L pubic' - . 
secor uget support. ', d~ '' 	 -~ ' ~' 

- 1 (14 )-	 ,, ~,< 

1 4 	 ~ . 4 ' 

- - -'< - &~' - ' ~- ' '~,~1W 
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,000 00 cwquUvc P/Guaemala]4~ trust fund Ito cover' 

iyeentL; atii nc, -hiO~ ocal Iirelsto usq be? dollars andU 

-s e sureabfity 'of of lyurrenlcui. 

dihS1LrSP-n'nt in tVe for~m o a letoi ~trfef uci tothe Governent of~i) 
Guat'Rol sep-vlat ESF dollar ccount in~ the Coderl 1 -seirie Bank-of rNew ~ 

SYcrK1&'711is acc-onnt was~ est~1itished in6&iccrdanbiWitlh gA~~es~n1 
~~is mo~' iUSgLnitore~d byou 5 sys~

t~re~a Iai&J it61tr~6te Y4~ EFagreement;I and f'urther t v 

refi~nmnts through implementation 1etters, have established-- the, prii6(red * 

i:fcr dIisbursements from this 1ccked account.,<. 

>4~ '~ Immediately following disbursement of ES' suppleme~ntal, r-i 
fuids, ,the, G~overnent' of Guatzn .awill deposit the~equivalent anount of,
 
quetzals into the localcurrency "special account"5 in'the B~ank of Guatemala.
 

~~ ~'The rate>-of exchnnge wi~ &t~ih~ ae-that,: ~t the tine~of h
 
ddeposit, i~n<Guateii.Y-
is 'not, unlawiful I-al. 

<~~'1W1e Direccion de Financiajniento F'xterno (DFE)5 of the, Oiisty 
'''Finance is' responsible for admizisteringjhe Ial .cur ren :cy "secial account;. 

which I s , .onl r~riInc yUI/utf~a ana tefrX)3- All dsbusements --

Sfrom the'account -are the responsibility of the Bank iof Guatemala.~r-

For ,budget, support- activities, simple disbursemet pxrocedures~-3t<~~ 
-~ -&~--- ., , ive, 1-x~Gr established -to release funds-from -the special account.AnL'o tie-,- si. 

IIccopflts'of the imp emientir ~ntiutiois Lotcal currec rors for 96-S 

ii-C showing hiqher itaplomentaion9rates tu6.tor L5 edpro ects than 3 for, the 
-~ over aerng$qes for eahMnsr-_ suiggest~thattisIprocedures morall G 

aglthnnuithe .usual rnQ thoyis by which the Ministry of Finance trainsmits' K-m 
Yfl ~~4vi s.l Th I"E,~ 3ontr'poet eett n 

post alir]it rdisbursements for thO P-C030ct,, to verifys compliance with the- --­

~4'a: prveJfiancial a-~nd imnpleicL-,ntat ion plans.­

- -3, For actvities withi nongoverninental organizations,3 a trust fund i
'-~ 

- -14K>>&-V >'> ~merbinism has been develop6ul6forFY 197>1il>urct4y'procraips. TIhisi+ 5>- 2 --­

-mizatnons truq~h USI Miit- fFine6f 
sec-torfuor a na urecs o-ep the­

trutcs~li,un 1 'fes-b~-.transfer mechansm,gie"G 'pob ton 
aainst diectasfe~r-of fu~nds from th niational budget to ~piate sector 
intttos USI/uael is aware of the' difficulties such a trust fund 

4 > i for<b' rIwl netqt an alternatejimechanismnechanlsm presents Al) fo~r> 
'thIie FY 19BB prgan oie h supplement~a tY~1987 loca curenies will 

(15) ~ i 

I' - .53 ''>34,3 < k >~~,t33, - 4 

T"S- 9- ~ 3 -~r1 ~s'-
- ~ 33 - ~ , ~ Aa< 

5 



--

-- -

be haneledthrug atrust fun ap rmi additional deposit in~toA the
Mission's OE, PD & and 'audit trus fnd Msso proced~ure n
accoun~~tcailt fo local~curencies pormeinotutfunds are 
essentiatlly th-same as forDArsuc. 

Wi h7ega rd--to th -0E-D&S-nrid -audi7L-- typo-uu 7 f onis-,- LticT ful 
amount of loca curre_7 ill1*-x transferred to thUS Disibursing Off~icer' s 

dollar- ipetI~ eb 
 Inthe, iY .'987Y'-
PAAD, tihe MIi for mlakingthis~ depoit was given as -24,hoirs. We sub~r'quently' 

ur s- frustj funds ;will bel ngd ac rding Ito standa rd All)

proCdre esstablished forbE,.,P=&S r audit Lnid ieisr as eicK1nth
SMi ssion~ Ordler for local currency programmning andf management.:
 

Doll~1jar Account 

For dollar ESP~ disbursemnents, the Bank of Guate2Mala miaintains a
-~~~'separateaccount ini of Newthci Federal Reserve-Bank York.- :USAID/Guatemala andv.'w­

< theBank of Guatema-Lt jnt(drwUp a lss ofinot roa~the U.S. of '--'--­
inputs to production eligibile for, f:'nai cing~through R'' soutlined in AID/W

udance to the~£ield. S Ihe a~nq of teTn1a submits priodic reports- to--USAII) documnrtin' leligible imports. T1h'e JSAID (ntroll~ reviews this List,t 
­

--------anid cipproves~allA~nmports meeting1 elJiiiy rt*i. 
 Wh 1fa-"
 
----the Bank of- Guateul mayjqithdraw the aplr ved AnioUnt 'trom, the, separate<<
 

account. Sic-wtdaasfotecoiL rte based on coiupleted import
trnacin (i,. h ~cads d nGa~wl) thus far 1 $1.v*8 
million of the '6-ri'ginal' t56 rn1lion 'has been disbursed from the separcat( 

.

~~ 
-account,~ anin additional' 9 million ihklisbUrsements has been reustd 

-' 

curen~a UD's right t~o a~xdit both the US. dollar account and theloa currncy ccountLWas establishod i~n the FY 197 L'SF~agreement.­

4.NB(YPITINGSRMTEY AND OPTIO~NS 

-- The negotiating str~teyas otinei t~C hal Y 1.987 PAAD - ­

~4N',kremains in place, Ogoig olidiscssons wit th,, (Atefili'n gover,-ntei~~w'
~-led-into nego ation of -te. SujplementatIkL1F eement once -these funds 4 were,-­
approvta by, -Congess nd the Presiddfn1 1n turni t~hepolicy'commnitmenLs a-ide4~ ­

tinder:thisBupplemental4 ,areemnt will serve ~a s bridge into. the IEY 1988 --­1 
program. -A - - 4-­

poic stde atostadacth ablation ,program. At pie-sehL -

- < value-.added adohrtxs otv eitiscnb 
crsi4hckday axeaosidniid 

4- - - - - ~. 
4 

, . J 4 
4 

4 6 )4~ ' 4(1-

7 



2. Copueiztono property< tax an~j lnd registrrecordis, 
assst n iplementidaVcin ofnwpopryta eilto, 

IIjden7to.%3 Assistance to th Miisr of Fiane'Pogram of custzns 

to 

I~~ 4 ,Su~pport to theV~cn'I ~ 
P1w~inance 4 to improve 1budget 

ude 
pearto 

f ice ot t 
prcdrs 

ist of 

:4.ppo. 

~'. Finance4 '1vnnnce 
to 9hproject~manflgcirxn ytmo

of the Mnistryof ?inance; 
tneExera 

add 

4~11 

~~ 
6. Assistance 
data base. 

to the~P1an oni odeeo areooi 

--

14. I--. 

Other proposals in additional areas relating ,to stabilization1
Policy are being prepared. Technical assista~nce to the IneIwGoenetof 
Guatea~la iln, policy studies is supervised jointly by USAID and appropriatecountterpa~ts in' the economic iinistries. 2 -I4 

j4 

S- - 5. CXNDITJ~jS AND MVEA1~C I *I.II4rI 14 

--- ~----~-~-- he additional' econiomic policy-related conditions and covenants to 4be­
-~4-------sought in the amen~ded ISF~agreement ,are'detailed in sectioi'3 .of this.. -

document. The conditions 4and 4 covenant 'of' te oriia Y18 gemn1.iiK~ 
remainp in offect, fncluding 4 those relating -th oa urnyseiail f w-d> 

, thp trust fund deposit, the 1irocedures for-the dollar accounti,and provisionis-~
for audits of'16cal curec ad dolratviis n anticipation of 

-4.42.pova41144he PAAD iamendment, the draft'ES agreement Ihas been'reviewed by4a4e RJ-~eional Lna Advisor.. '1he final: PM1),amendment I-Ls been cleared by the 
-act'nq Mission Director and Lh) Controller. 44 

.> 

44A.-. Missio 1AD Nie~len Issue: 

Loa Curny4111I/OA TeGaeaanMnse f iac a 

~4~444144I&i1-411 141 1io Aldurncyrao to 4rvilocal curec t 

I 
1 .asked 4by edmtnistratorsupport 

- 4I11~'~I~14 ROCP 'The Mini'ster of Finance agreed to suppilv 12 percent of IROCAP' "local 
curren114.4cy'needs, cninptuponthohe three Cnt Ameica cuntie 

-on t~ncure pe MIItJ..LA.5i. 
als 25 c fie~ frt es oiffrdtarngaynesay 

4:. currency 'conversion. AI ~1 ageed t-slctlcl urnisfo theote 
couintries. for R 41- 1 j 

4 

Tob date, no other Central Americancountry has deposited any local 
1I111141 

14411, 41 

currency 

ca]lculates 

into 

ilat 

the 

an 

USAID/ROCAP 

additional 

trust 

k00,00i 

fund acount.. 

OOlocalcrreny 

'he~ USAID/ROCAP 

ieeded 

Conrole 

to mee~t -

-1 ocal Co1,st!s ofthe 

42111-- - --

:11141~.currency 
42-. -.~ICAP 

ROCIAP incrqrritli 

£commnIt ion: 

deposits 

until othe 

£Iuglnthe 

'Ibe 
4 

Miin 

be reciest"I 

coutries also. 

ni ot' 19B8.~4 

re(nune-,nds that~ no 

from Oic Guatemalanhgovernment 

make contibtions. 

further local 

for 

(1) 
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>~, ~~Page 1of 3 

- Under Cerezo Governnment ~ ~ ' 

~ X'i 
1 January .1i4-7June 6', 1986: ~ "~'' " ~ 4 

SSimplification of the exchange system, 4ending 4cciwpdity imors~''d r 
teofficial. (dla aiy -'cag rate ad creating/ greater incentives: "4 

-444''toexprt. , 4 '' - V 

~V$%->rEffuectve devaluation of quetzal from Qi.90 to Q23 e dollar~ (based
oJue1986 level"of parallel ma-rket) .- "' 

Restrictive mnetar poice to4'"""'control inltin including raising 

of itrsrate ceilirgs, "increases in reserve requirements, and <4. 

icessin intra-overrinental interest rates. -'"~I 

New revenue measures, includiri a nw valuation system for imprs"~"'~~ 
~'~'hacsed on the parallel market excliange rate, a temjporary export tax-and'a 

~, ~. temporry surcharge iteratol telecommunications ~rates.' 4:, ~ on -

covrio fbudqgetary~ accounting~sse to 25 ecag
J~~~~rae ahe'ta previous one-to-one'parity. " f '-W~'~'-""4~~< 

r"fe 

' Inceas in'teehn taif ositn ihreuatedmarketp" "4 
h-cange%-rate (international t~ariffslraised by20pecn) 

''4"' cntrolslft-do x-r ftels of cnrle products'. Thle 
nn-,er ofindividual itmsndy-er'-price control dropped from more than 400~''~'" 

~~ ' ~~Central governmetnQ expen1 ditures were restrained.%IJ4"4A 4~44~4'4V4&(4' 

-~ ~to econd~ ~~ro Sinngo LSF Agreement iT"'4'I4K7> 4) 

-''' frProgressive movemnent toard~mergin ftebnigaK euae 
"'f'or , eign4exch'ange markets throu~gh passilgj Of, items from the formier mrket~' 

,Impor documentation requirenents sipl1ified,'withi approval time onl 
444,44'a few~--' das onfo few weeks. ~'44'4~' ~ '' 4 

44' 4' ~-4A 4
44~~ 4444' ~ 444'', "," ~ 44 4'~",,J 

'4"'" 4 44 ''44'''~ ~ ""4"." 4W4 
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accomlished on thf~e s~ehf thnD(y~pmn~s~~oicpc~p~~
 
wihu th eeit of an 1MFaqre(ment, or~a~11iis Cli h.
 

Establislunent of5 ahigh ~level Exchzinge IbiyCitite oset theS exchange rate in the regulated nire hs esr asdsge to ta,~
decisionsae ~ha te~hex litical .tit~'"othe (intt~v 


technic~al) fr~ay. ha&rteott j'
 

Public statements by high officialscof the government that full.
 
unification~i ould be accomp],ished during mid-year 1987.
 

Additional open market operations 'approved to further restrict money
supply, especially a program to sell central, government bnd to, the. 

prvate sector at ,market, attractiveinterest i-atEe 'ad '' 'i 1terms. 

~ '4 '< <'A'oncrete program to~dipiov amiitrtin aa Ihtc Ire(o~*~ 

custom'~Liis,~propertyan inoK LK.'xos. 

Esabihmn of-UW~ILIVU.lue-AdL(U Lo~rwhere rceipts showing ~ ~~&the TLix 
payment Kof the VAT are-valid ais lottery tickets, to~encourage payinent of 
th value-added.tax an ThyK s o fs -eithe 


-7 'Budget austerity in K198b which lf hentd year esirt fthe 
deficit at 1.2,percent of GDP,~instead of: 2.5 percent as~projected in the 
orgnlbudget. (Ntcredit to the pubU6V sector was actually negatve 

~~in 1986.). The_-budget o .na2.4 percent of~ ~~~4~ 'law &for 1907 ~is based f 
GDP for the 'deficit- mostly due to higher lievels of p~blic~investment to -- ~ 
be in' ~VK-4-'~;V~;KKVheurdertak-n 1987. 

Further items removed from Hlie price control list, mostr recently mill-, 
a.nd meat.K-- '~~VV4 

~.irb,-n water tariffs increalsed anid a proposalf for a 35 percent increas-r~ 
neecrc t triffs under pubtic discussion.~&$~Y.4V ~ -- ~--V<' 

V~~ Establishment of Nationalj Export Counicil (O-W LXr~)~to provide<V VVV. ~ 
'hghleelpuli ad riat sctor atttention to correcting', the--~~ix .' 

constraintsl to&xport. k~ V 

-- Establishment of -a high-l~evel 'mechanism to 'asist impporters and ~ Vi ­

expores ini coprtn withj.proedre toaodovrVn 
undlernvoicing, with~the goal ofrsliinivdua1l problems w~ithin 24 -' 

hours.V-.',-~-. ' 

-~ VV VVVV V5 ,< < V V.L i4& a 1 .,VV' ' V V V VY 
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age 3of 3 <A-' 

Leal base~ established' for one-stop export win-dow (<"vetanilau6nic")' 

~ -4 
of h~igh-level comititee to, consider privaLizati.on of 'A~Establshmen 

AAA.f torefrmcivilUor-itonComisio aviation law(as part of 
AKWWA Lowrd "open ski~'~<Aes<"i<effort seas an(-

A Aoption ofte IA payments Amecianisin for Central American trade 

markt rducd',to cover only invisiio (OUrisrn4 prvae'capital "AAAA ' 

A'A,'A<'< m. )v I and remwittances). ~<A--A <emnt 


-AA<-Draft"1'eqislation on reform to incom~e, value-added, <and trade taxes 
!presented. to Guatemalan. private sector o icsin
 

~~~ A ~ Formation of a private creditor group for Guatemala in Nqew York to ''A A <'%<
 
AA'"
'negotiate restructuring of external debt with commercial banks. ~ A-<A 

oi~'nn asBolsa (bond market) to trade in uteaInf-the de Valores" 
publicjAA and private. sector financial. instruments.A, A 

"'A' veloment~ of draft loqislation to rvs fiscal incentives" for' "1 

A A'AA-AAA<'A<A"A"''AAAAAxprter an drAL~I~~tiawback.rindustries. A 

'A PLresentation to Congress of Ciscal -Riorqanization pack,-ge o'a 
~f~AA<AA<{<AWAAreform.< 

A 4<~ ' '''<' A-AA..~ A AM<' "'A"A 

http:privaLizati.on
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: NONPRD3ECTSSISTAC CH1CKLIST~~ 

e
,1VR~IV21? 

CiIERAOR NONPROJLCTr_____L 

L 	 -Rslto Ths rora as notified as, 

z Describe howl aut oization a& KStructura Adjustiet 

approprirations committees of ~ th C Ces n8-5-87.~ 
Snateand. ouse have ,been ~or4 No if. ifai xirdo 

. 

will 	bernotified concerning,2w 8-i9 87without any1< .jK 
th project. b4. .>>I..objectfon. -

-~~~j' 	 I§K irethee assistac'is a.-~ 
f~jjjC~ "urther legislative action is gint Congjressional~ 

required lwithin :recipient. 2iracificacionis' 	 not 1 K r4K 

country., what is basis for~4~ required.­
reasonablieexpecdtationthat­

.. . .~ 

such action wi1'11,e comple~ted 	 -'-~,
S- --­

.,-------'i to permi'ti(_rclerly' <.n time 
1e u p s.o44-i cc - m t 

~2-'---~--'- ->4.-~~x~more erfficient4 ~ ~.l­
4 444~444444.effectivelyj'rovided through 	 ­

. 
- 444. regionalt or inultilateral ­

f44	 4.­or a n . i So, why i1s 4 -	 4 

ia-l 


-?
'4as'sistanice n~ot 344 44 

i&I n for mat~ion ~and concluion o~n -~ 

COuntries' 44.-4-erlcourage ieveloping 	 V 

4444to cooperate Pin ,rgional 2K-	 V 

4 .
 
- --- developmrent progriams.'
~~W~-

4 AA Sec. 4601 (a). infomto 	 This,:program. pr Iovi1desM4~ 
* 1%2j4. 

of. 'payments '44<4­
4 ~ 	 ~ 44-balance~ an conclusion on whehe 

assistance _toini:titwill encourage;assistan4444&4-444~ ce 	 1 

the 	 fow~of -- ~~ assis~t the-. econ oyI 'du r i ng ' 
(3) 'increase 

Other
 e,, ,'-	 - - - 2the i nrediate crisis. 
44.44 	 4j4/4. $4iter ih ti onal tr ad~4' 

44- ~ 
/~~Vompetition; 

44444;4444~4 -4-

-4 44 444~ ~ 

fote 

c 

de 

coopera1tlve, 

and44 savings 

piriv 

ent~ 

te initiltve -and'" 

()aaloet 

-'pand us Ladditional 

cre'dit unions, 

4.4 4444l 4oa4 4-44444 

"44rsources 

-progresinfo 

4 
mesures 

will' be2~U made 

upr 

steps an~d' 

udmna 

to greater empnasi~s 

7,4 444 4 4.-V - - 44 - 4444. - - - 44 44- 4 



associatios ('d) ifiscourage 	 on long-term&po~licy"~' 

improve techniical efficiency "'Pxodc.L'ivt'> I growtlh.2<
 
__ of16ndsEr-y a --- NIJ-secAJ fors-L6L.Gua Lennl
...qi ~CUlLUre, 


'"'if"" '4"' '~'L~ ~ i.A , i Ui -iL ion.X f'ififtZ n. P; S" C 

if'~a 	 1,,f, uf r e .f' o (,cii"i' ic - r 

'if~ ~ ~ ~ ~ ~ ~ ~ 9JiiW L -arqQted "toward ~L"i~ ~ ~ ~~4fi w IffiiiffiiL''bc 
if~~ 	 ii~~renergizingJpr'ivat""bctor l: 

4~ifi iifif~.iff~iffifif~~ ~ ~growth opportuniL1.es -an-d '' 

'~' 	 4" .,. .. toward"'pr03jects that slistainy f' f 

the 	develpinent"prografli 9 ; " "' 

obifect''if", ffinc eas' 

if 	 if " '"~'"~incomes jad~oppbrtunities

SA'W..	 for""the ruiral and urban' PO 

A5.' FAA Sec. '1l(b),. Information" '''" heU.S. p'rivite sector nas 
if 'cocuioso how a strong, role in the fif~94 

~4~i9;if~assistance. will encourage. U.S.. Guatemalan iLndust~r~ial and~' if<
 

priat 'trad and investment i,'agricultural sectors. 'Phis ~ ;~" 

aboa anencourage private ' ~ program seek's,: to stab~hiIie'ff<ffi~f' ff'~~fiiL' 

h~><US'. priiaion in foreig~n tile economy,which willt
 
~"--~assi~sta"nce programs (incl~uding ifffi siEInul tP the ir ~ ''i"~""
 

Eu- channoLs ~ par t ic ipati'iy
f~private trade use 0 1, a rdvesonnenue
 
andlifthe'fservifces, of U.Sb ifi e' tiouyn: o' ~4
'e fifi 

prvaenterprise) 	 comprehensiveiplc pj~j-<i 


if f '4 incuding-'men"isures tending 
4, f 	 ifif~ 'bwari, iuni'~ct~f of Lhe"'" . 

~ "'::~"""~- " ' ' if ~l iu1itiplb excht'ange "rat~e," 
~ "~if~w~-'if-" ~ f i '~iif" ~ . reduction. in Ith'e. 'fiscal ~~ 

if '~defi"iA', ahd- dismanttlinanof 
'if", "fiffi~''if~'f~fi""i"'f'fif"" iifthe pricing'distortions a d i'ii 

other regulatory impedimeniLsi 4 ~ 
"'" 	 "'i; f "~' '' "'"' 'to-trade and investment.'iA"jiji f"I~ffii~I%' 

6. 	 F~AASecs .612(b)' 636(h),I4'Y' >"'""'"'The Government "of Gu~ml
 
'1987""Continuing Resolutioni ha -cnssenl supre
 

~ Secs:." _,507 , 509. Describe, ' all AID' -fillan'cA''
 
i"""''steps,-taken 	 "to assu~re "that, to'>' "developmental Orojects wit>~4'"'h"
 

the ma'ximum extent possibl, coffiiffiulterart necessary -to
 

iff-,theif'iU.S. are utilized in lieu an Wlc'ontiniue to ifdo so 
of~d'l1asi~L~me~the co'sL of :present A~lorite program. 

i14contractual n other services.;"-~''"a "~ 	 IA" 'fii'fi~A 

i 

i 

http:opportuniL1.es


--

3A 

7., FAA Sec 61.2 (d) Does the 
Ust wnexcessfoeg 

~-~6 ~r6Icy 'of' tk r an,p, 

...- i~f' so what' &iLrafiei~nnts have: 
- been made'fr-,I ts -release?> : 

j 

N'0h2Q 

. 

- -

~:~ 

B. FAA 'Sec..~ 601(e) the 
, assistance ;utiiize competiLti.ve-

~~~ssicltifonjrocdures. for' the -

~~jwarding'o'f contracts, exccept 

LI 

~ 
-­

~ 
--­

~ 
'.-~ 

~ -

--­ 'U-~Jiirules 'all..ow otherw ise?-~"'~' 

-~~ 

'-- "t~:;~ 
~U- -' 

9. AA 121(d).I If jassis tanceis-'-J-

Sbeing furnished under tne 
Sahlel. Development. Program, has 

55a determination'been made that 
he -host 'go ve rnment hasan'-4-1 

adequate system for accounting, 
for and controijiing receipt 

"and expenditure of A.I.D. 

,,-~-

'- -­

4­

4 

_ 

- ~-~ 

-~-

~ 

-~~~h 

-­

~ 

--

'i--

-:FY 1987 Continuing iResolution 
- - - -Sec.L532.-Is disbursement of 

>a-----E gstance conditionedI 
solely &n ' basis ofthe 
policies of any'4IulJtiael 

-No 

:­

, 

'4 
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13 E,' ' CRIEIA FOR NONPROJE'TIG 

%',ASSI T N 1 

1. oI Crf, eriarforpet-

EooiSupport BFund 

FAA Sec. ~531'( a) i1 T ss i s tailce w4a. 
th.s~ ~> contribute t~o thek. 

~ecoriomiC a npo 1it i cai1 implementatino0 credible, 
s~~'i~iti 0r the maxi inum oncn~k 

extent:,esbe isstabilizati.on orograz 
assistance consistenit wth the ~ part of~te newly elected* ~ 


:Z ~ poiydrcinpurPOses, x c iviIia n' Gov~ernmn ofz
 

and~'porm fPr I of thie i .GuatemTh+I a IL colit 

-3r A 

b. F~AA, Sec t531(e).; it'j( ;7 >No 

m~ili taryQij A. 

~paramilitary; activities? -7V:2 
be~used for or: 7 

C FAA, Sec. 531(d) . Wil S Yes~~>> ~~~i '~& 

funds~ made available~ fo5r ' 

commityd~~ import. prograr or 
5ther'program assIstance be ~ Yes ­

used to generate local ~4.~'~ 

currencies?~ If so, will at~ 
least 50 percent~ of such local, 

1sbe1 available t o *''"I'7
 

support activities Consi.stent
 
-curtrencie 

7'1sectlions' 103, through 1067 , 7 

*1ISDCAof 195. Se., 0,..1
 
Wl'ESF ~funds made avai Iab Ie
 

~' c'-4''~
 
-- be used for 'the Lur has . 

'-''­'agricul.tural commodities of'" ' '.tv-

Unired States-origin? >ff 0'y' ~ <~ 
w-ia ip rcenta'e of the f und5 -S 

wiill be so-'used? ' ; . 

7'e. I'.SDCA-,Of 19857 ,'SeC:8O01_ FJ/A 

finance, ~imrs by an African 

.,country: under a comrno I t 

7 

http:isstabilizati.on


import prot-jr.in or SectoL 
program), wiLL the ireeument 
zequire that those impo'ts be 

tus(t tk) lli t(2 I-()i 1(--('C111 
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UNITED STATES INTERNATIONAL DEV[LOPME NT CO(PFRATION AGENCY
 

AGENCY FOR INTERNATIONAL DEVELOPMENT
 

LAC-IEE-87- 34 

ENVIRONMENTAL THRESHOLD DECISION 

Project Location Guatemala 

Project Title FY 87 ESF Amendment 
and Number 52d-0359 

Fundinq 24,750,UUu 

Life of KoiLct One year 

lEE Puen3a> LU DV Christina Schoux 
USA I D/G ua tema ] a 

Reco;mendT'reshold Decision Negative Determination 

Bureaa ireshold Decision Concur witl Rucommvndation 

comm en NNon e 

Copy to Anthony Cauterucci, Director 
USAI D,/G aatemia 1a 

Copy to Frank Zadroga, ROCAP/San Jose 

Copy to Christina Scihoux, USAID/Guatemala 

Copy to Don Boyd, LAC/DR/CEN 

Copy to IEE File 

, Date SEP 23 98 

James S. Hester 
Chief Environmental Officer 
Bureau for Latin America 

and the Caribbean 
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-01- (2), ,,VROMET PROCEDORES_* 'ON MARCH 6, 19E ?, THY'~~~ 
02 LA1 UAUSSE N VIRONMENTAL TRESEOLDDcSON ~ Kch t ' 

03 -PROV.IIN FOR A ~~~ED~~~TDN ~RpUATEMALA 'S?G 

04 FY~ 1987 ESF PRO1GRAM QUOTE SUBJE CT TO CONDITJON EING~tK
 
05 PLACED. IN APR ,AEDU''TSTHAITOAL0:C URRENCY
 

0-6 WT TIPRGA''NOT i3 USED±/TO FINANCE « i 

'I OF 'PESfICDS,
04? Th UCHI.S Y 'US E; O,0RMPORTA TT0N R
 
OE !CO'NS TRUCTIO'NJ WORK WHICH' WOULD EAVsE AMAJObR~ ~~Il~/
 

.N)REGARID TPO PESTICI DES, TE PR0JF1CT'GRA NT AGUEEtENT 
SI2~ AMEOHr1EN~T TO fBE SI(GNElJ.TH'IS, MO NTHV CON~k NS~1ANGUAGE7YjK i ::1 

13 ,RJBlITIG> THE. USE O'E :OCAI9 U RN. FOR~
 
14~ PE,,~.DPRCAEO USE 7F0R THE Y :.'l97,ESF ~ ~
 

lb FIR~OGRA IJ UDRTEFY 198? ESFAGREEMENT FOR DOLS~56.
 
16, LOCAtLCURREN~CI. PROVIDED FOR OG~BUDGET .x j~ 

114 IN 


* ? BEING' USED TO 1 FINANCW.ItiESTMENT ITEMS ONLYI ~ '1SUPPOQRT-S 
l,~1E AND :WOULD. THEREFORWE NOT. INCLUDE Fl NANC I N OF 


~19 PESTIO$DFSINCE THEY ARE NORM1ALLY. INCLUDED IN THEr
 

* 20 GOyVRNMENS OPERATING BUDGET.~ ADDITIONALLY, -.IN ,CASES, 
xz>UEDT:SPOT21 ES? 'LOAL CUREC . I1WHERE, 

22? PROJECTS1 REQUIRED NVIIRONMENTAV PROCEDURES.ARE/
 
23 ALREADY IN~ PLACE WITH ADHERENCEY 1PNITORED'DUR ING THEEj
 

<24 NORMAL 'COURSE OF:ROJECTjIMPLEHITATIPN.'< 51/ 

12 COCRIGCNTUTOiEUDERSTAND,, BASED ON.~ 


2E CONCERNED.WITIE PENETRATIONlROADS. 1OCAIJ _CUPREN~CY 
f29j UNDE :RTE FT,871,tSF PROGRAM,~I NTBEING USED TOp 


30~ FINANCE PENETRAT ION"ROADS' OR ?'ANY:5OTSER ,CONSTRUCTION
 
ECO IE HAVE A MAJORIIS31 ACTIVITY~WHC 


7*2z ENVIRONMENTAL .IMPACT* TEE MISS1 ION 'IS'PREPARED TO
 
?713~ fSSUE-IP1 L .GUI:DANCEIREGARIING USE OF, LOCAL.CURRENCYI 

%134 FUNISl1FOmRFUTUR,F CONSTRUCTIONtxACTIVITIES''BUT WE WILL 


35 REUR AD/AHNTN SISAC 1DEFININ~G QUOTEI 
IPURPOSE .
MAO EVRONMENTAL IMPACT1 UNQUOTE 


*381 EASED OMN THE ABOVE, WE FIN.DTHAT THE CONDITION PLACED 
44/9~39ONIITEE .EGATIVLDETER1INIATION- FO.R iEE IEE.FOR. TF FYI>/ 


404196? ESF.PROGRAM11is BEING ADDRESSED.
 

942; ASJIDES5ORI BED.I N,THEFY .198?~ PAAE .AMNDME NT, LOCALl
 
43qU RRENC LE:'EERTD. UNE H S SPLMNA. ILL1
 

*j5s l44Wl1 
/ 44 BE~FROGRAt1MED, 1YORAOG "BUDG1EP'SpEP. iRWTH ML 

46 OFERATLING. EXES,.RS_,UD , USESI, ARE~ 1~1A 1~A
 

4?I/DENTTCAL TO T TSNCLUDED IN T'/1HE55 GK Y18
 
I9/591/1/PEUS',R, NEEDB*~~~4XSF~SJ '_ROGRP T<, PEE AEDED<ONLYPTO 

AMO1UNT FRO DOLS. 56 ILLION TO~I.Q/)"/~
4S 5 INCREASEh TH{E 1FUND3ING 


1 / '1 < 1 t
51 D L 9075 M1ILL 1ION.A Ip1 

2,,? 5, RECOMMNDAT 10 : THTh1 YOU' SIDGNBEL~OW 1 /DI441"
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CERTIFICATION OF PAYMETF VERIFICATION POLICY STATMIh-J' 
NO. 2 

Subject: Guatemala - FY 1987 ESF Progiram Assi stance Approval Document 
(PAAD) Amerd-nent 

I have reviewed the methcxls of impl.mentation ard financing in the PAAD 
and certify that they are in agreement with Agency Payment Veri fication 
Policy Implementation Guidance provided in AA/M, R.T. Rollins, Jr. 
memorandun of December 30, 1,986. 

Signed: 
Gary Byl I sby, I AC/COI' 

7 ,Date: $/e/ 


