US AID/GUATEMALA
FY 1990 - FY 1991

ACTION PLAN




U.S. AGENCY FOR
INTERNATIONAL DEVELOPMENT

GUATEMALA

FY 1990 - FY 1991
ACTION PLAN

GUATEMALA

YA\




&

II.

TABLE QF CONTENTS
FY = ION

D/GUA

PROGRAM STRATEGY AND OVERVIEW OF PERFORMANCE

A.

BI

E.

Mission Program Status Statement

Relevance of this Action Plan to the
Approved CDSS

Overall Mission Goal and Strategy
Summary Assessment of Performance

1. FY 1988 Performance Matrix

2. Assessment of Performance by Goal

Matrix of Country Specific Goals
and Objectives

PROPOSED FY 1990791 PROGRAM

A.

Plans by LAC and Mission Objective

1. LAC: Increase Agricultural Produc-
tion
MISSION: Increase value of agricul-
tural production to Q883 million
by 1991

2. LAC: Strengthen the Private Sector
MISSION: Increase Investments generated
by AID supported programs to $97.5
million in 1991

3. LAC: Stabilize Financial Structures
MISSION: Achieve external and inter-
nal ‘balance, consistent with progress
toward a real GDP growth target of
5% by 1991

34

46

57



11.

12.

Page No.

LAC: Manage and Preserve Natural Re-

sources

MISSION: To promote the sustained

exploitation of natural resources in a

manner that minimizes damage to the

environment, protects biodiversity

and provides the means for equitable

and sustainable economic growth 63

LAC: Increase Access to Voluntary

Family Planning Services

MISSION: Increase contraceptive

prevalence to 28% by 1991 71

LAC: Reduce Infant and Child Mor-

tality

MISSION: Reduce infant mortality to

69.4/1,000 live births by 1991 77

LAC: Improve Educational Opportuni-

ties

MISSION: Provide appropriate educa-

tional opportunities for 50% of

rural indigenous primary school age

population by 1991 85

LAC: Strengthen Democratic Institu-

tions

MISSION: Strengthen judicial, legis-

lative, electoral and other democra-

tic processes/institutions 98

Program Summary

1.

2.

Summary Program Funding Table 117

Summary Project List by Objective 120



L
.
N l.
a.
L
-
b.
L
L
C.
i:-
i a.
®
9

- iii -

C. Special Program Analysis

New Project and Amendment Descriptions

LAC Objective: Increase Agricul-
tural Production

EY 1999
(1) Commercial Land Markets II (0343)

FY 1991
(1) Rural Land Financing (0389)

(2) Irrigated Agricultural Support (0392)

LAC Objective: Strengthen Private
Sector

FY 1990

(1) Cooperative Strengthening -
Amendment (0286)

LAC Objective: Stabilize Financial
Structures

FY 1990

(1) Economic Stabilization/
Structural Adjustment (0385)

LAC Objective: Manage and Preserve
Resource

FY 1990
(1) Natural Resources Management (0395)

123

126

128

131

134

137



- iv -

e. LAC Objective: Increase Access to
voluntary Planning Services/Improve
Health and Child Survival
FY 1991
Improve Family Health (0357)

£. LAC Objective: Strengthen Democratic
Institutions

FY 1990

{l) Guatemalan Peace Scholar-
ships II (0393)

{(2) Democratic Institutions (0398)

FY 1991

(1) Administration of Justice
Amendment (0369)

2, Food Aid
3. Local Currency

4, Women in Development

III. MANAGEMENT

A.

Management Strategy

1. Administrative Issues
2. Portfolio Management
Staffing

Operating Expenses

140

144

148

151

154

160

166

168
leB
170
172

176



Evaluation Plan

Country Training Plan (CTP)

1.
2.

Narrative
Tables

Gray Amendment

Page No.
178

183
191

197



FY 1990-91 ACTION PLAN

I. PR TE AND OVERVIEW OF PERFORMANCE
- igsi Program men

The £full FY 1990-1991 Action Plan document, prepared in
accordance with LAC MBO Release Number 6, provides a wealth of
management-useful data and narrative information on the four
NBCCA goals and the eight LAC objectives selected by the Mis-
sion as most relevant to support Guatemalan development objec-
tives today. This is borne out in both the PART I summary per-
formance matrix and related requirements, and the balance of
the document, PARTS II and III. In this opening section, the
Mission wishes to provide a brief but broader overview state-
ment addressing: (1) the political backdrop for the Action Plan
period and its implications, and (2) a look at program momentum
and the contribution the assistance program is making to the
principal U.S. foreign policy objective of strengthening democ-
racy in Guatemala.

(1) Political Backdrop: Since FY 1986, the Mission has

been reporting each year on Guatemala's hard-won gains toward:
one, strengthening democratic practices; two, restoring and
broadening the base of 1real positive economic growth; and
three, redressing the historically negligent treatment of the
nation's indigenous population. Each successive year's Action
Plan has been accompanied by specific estimates of progress
anticipated in the next year. Looking at the record of the
past four years, it is clear that U.S. confidence in Guatemala
and the sustainability of the national consensus for positive
change has been well placed. U.S. assistance has allowed the
country to pursue tough policy reform options and has not led
to dependence. Despite the progress, it remains true today
that prespects for more rapid improvements are still blurred by
the fragility of the democratic process, and by serious absorp-
tive capacity problems in the scale of efforts to correct
socioeconomic deficiencies, particularly in the rural areas.

Seen at a single glance or in the context of most of
the last 35 years, it is not @difficult to be skeptical or to be
disheartened at the slow pace of progress, or at how precarious
it is, particularly in the socioeconomic areas. However, the
political commitment of the democratically-elected Guatemalan
Government for progressive change has survived and functioned
well despite serious buffeting. In the larger context of U.S.



interests in regional security and the strengthening of democ-
ratic and economically wviable allies, Guatemala has demon-
strated by its performance that it not only needs, but merits
continued strong U.S. support. The record of recent years is
clear: they are moving in the right direction. In this con-
text, U.S. political support and economic assistance have been
crucial, perhaps even indispensable, over the last three years
in maintaining the democratic process. Most other major donors
are only recently starting or restarting their operations.

As Guatemalans move into yet another critical test
period for democracy --the election campaigns of 1989 and 1990
and the transition of power beginning in 1991-- steadfast U.S.
support for democracy and development must be something they
can rely on. The last successful transition of democratically-
elected governments was in 1954, While no one 1s suggesting
that policy reform supported by ESF should not be vigorously
pursued, it is equally clear that it should not be so narrowly
defined that it places politically impossible strains on the
democratic process.

In this respect, a worrisome point is that U.S. ESF
assistance levels, as reaffirmed at the CDSS update review, are
due to begin a sharp decline in FY 1991, exactly at the transi-
tion time between elected governments and when the need for
higher levels to support policy options (not dependency) of a
new government may well be most compelling, The Mission be-
lieves the possibility of higher levels of FY 1991 ESF than
presently programmed should be considered in this Action Plan
review and kept in mind as events unfold in late 1989 and 1990.

(2) Longer-Term Program_ Momentum: The recent CDSS update
highlighted the long-term commitment needed to support Guatema-
lan development programs, particularly socioeconomic efforts in
the highland Indian areas. As noted earlier, the Action Plan
process is designed to look specifically at one year's progress
and two year's plans for specific objectives. Before moving to
focus Bureau and Mission attention on the Action Plan period
for the rest of this document, it is useful to look more broad-
ly at the larger issues of program continuity, impact and sus-
tainability over a much longer timeframe and to address the
CDSS question as to whether U.S. assistance here is merely buy-
ing short-lived gains for limited target groups or whether the
cumulative effect is helping Guatemalans to achieve self-
sustaining solutions to their country's socioeconomic problems.

On _the macroegonomic side, there is no doubt that
U.S. balance of payment assistance since FY 1986, even at sig-
nificantly lower totals than for the other "core four" Central




American democracies, proved indispensable to restoring Guate-
mala quickly to a positive real economic growth track and was a
critical factor in sustaining the credibility of the newly-
elected democratic government. Equally important for the
longer term, the associated economic policy reforms undertaken
by the Government have made economic policy more rational and
have heightened the prospects for investor confidence and
longer term sustainability of private sector-led economic
growth. The ESF-supported atmosphere of reduced inflation and
unemployment and more market-realistic exchange and interest
rates provided working room for the government to undertake
meaningful tax reform measures that raised revenues from just
under 6 percent of GDP in 1985 to an estimated 8.5 percent in
1988, while not impairing investment incentives.

The external sector, however, remains weak. Higher
levels of economic growth have spurred demand for imported in-
puts. The export side, while making significant progress over
the low levels at the start of the decade, still needs to be-
come more aggressive. The trade account imbalance is still
large. Stabilization measures over the near term will be ori-
ented toward closing the external gap. Still, the stage is
reasonably set for further growth and the Mission will continue
to arque vigorously for a continuation of meaningful economic
policy adjustments in the context of successfully navigating
the difficult election transition pericd.

On_the socioeconomic side, there can be no overnight
victories emulating the macroeconomic recovery. It is not a
lack of political will. Rather, it is the staggering size and
complexity of the challenge, the small amount of resources
available relative to the size of the need, and the present low
level of efficiency in the delivery of goods and services. The
last factor is exacerbated by the high per unit cost of deliv-
ering socioeconomic goods and services to Guatemala's geogra-
phically dispersed and linguistically diverse population. The
CDSS update described the longer-term DA commitment required
for socioeconomic programs and the Mission strategy to focus on
reducing the institutional and procedural constraints to effec-
tive use of national and donor resources. Of particular impor-
tance in this equation is the high rate of population growth,
higher yet in the highland Indian areas, which threatens to
wash out socioeconomic gains very nearly as fast as they are

made.

It is obvious that in view of the long-term nature of
the problem, ambitious and realistic progress benchmarks must
be set and carefully monitored. The Mission intends to struc-
ture project assistance to line ministries toward improving
their absorptive capacity, thereby permitting them to make more



credible proposals for increased budgetary resources and to
implement them on time and within the budgeted levels. Non-
project assistance, including ESF 1local currency attributions
within the Core Development Budget, intends to ensure that the
public sector budget will increasingly focus on critical in-
vestment proposals in the social sectors within a fiscal frame-
work consistent with macroeconomic objectives.

Current Mission portfolio consolidation plans will
take the number of discrete activities from 52 in FY 1989 to 36
in FY 1991. That, plus a gradually increasing concentration on
a program approach blending USAID and other donor resources
with long-term national programs, should permit more effective
implementation and more extensive outreach. These will be
achieved in tandem with technical assistance inputs and local
currency programming directly targetted to reduce absorptive
capacity problems. Examples are the approved $37.5 million
ten-year Highlands Agricultural Development and the $30 million
ten-year Basic Education programs, and the intended first phase
(five years) $37.5 million ten-year Improved Family Health pro-
gram. These Mission initiatives and ESF negotiated agreements
about local currency distribution already have resulted in in-
creased Government of Guatemala budget allocations to agricul-
ture, education and health, and more importantly, improving
rates of budget execution. These in turn are improving donor
pipeline drawdowns.

Other promising recent results include an evaluation
of the impact of USAID assistance to highland Indian areas over
the last forty years and a University of Delaware statistical
analysis of the impact on production and incomes of irrigation
and crop diversification on small farm units. Both have demon-
strated the validity of the Mission's strategic approach in the
highland Indian area. Substantial production and income re-
turns are being realized from the package of irrigation, crop
diversification and so0il conservation activities financed by
USAID over the last ten years. Current national-scale programs
are building directly on the experience and institutional
strengthening achieved through the earlier USAID-financed proj-
ect interventions.

In closing, the elections held in 1985, in a real
sense, only began Guatemala's return to democracy. Evidence of
a more lasting commitment to the democratic process will be
manifested in 1990 and 1991 when the elected Cerezo Government
passes the baton to 1its successor. The FY 1990-1991 Action
Plan brackets the critical transition period. Maintenance of
economic stability, accelerated per capita income growth, im-
proved outreach of development infrastructure and social serv-
ices, and support to the democratic process itself, are all at
the heart of U.S. policy intentions.



B. Relevance of this Action Plan to the Approved CDSS

USAID/Guatemala‘'s FY 1990-1991 Action Plan follows close-
ly on the heels of the CDSS Update covering the period@ FY1990-
1994 which was reviewed and approved in AID/W in January 1989.
As a result of that review, one new objective has been added to
the specific objectives to be used by the Mission in the cur-
rent Action Plan while another was deleted with its targets
distributed between two other objectives.

LAC Objective 6 (Manage and Preserve Natural Resources)
has been added in response to the heightened attention now
being focussed on this critical development subject, both
internationally and within Guatemala. A number of new and
amended Mission project designs already reflect this decision.
More than %5 million in planned FY 1989 obligations are for
related activities and a major new start is planned for FY 1990.

LAC Objective 13 (Increase Numbers and Improve Effective-
ness of Participant Training) has been discontinued as a spe-
cific objective. However, this in no way represents a diminu-
tion of the importance the Mission places on the development of
human capital. It is simply that the Mission believes that
program management and staff focus can be better maintained by
including all traditional training within LAC Objective 11 (Im-
prove Educational Opportunities) and all special scholarship
programs (CAPS) within LAC Objective 12 (Strengthen Democratic
Institutions).

The CDSS Update detailed each of the sector substrategies
related to the LAC objectives selected for this Mission. A
revised agriculture sector strateqgy was approved in February
1988 and remains valid, as does the private sector strategy
statement approved during the FY 1987 Action Plan process. The
Mission's macroeconomic strategy to maintain stabilization and
promote continued positive real growth is spelled out in the
CDSS, with update statements and conditionality packages de-
tailed in each year's ESF PAAD document. Subsequent to approv-
al of the CDSS update, a revised education sector strategy was
submitted and approved, a revised child survival strategy is
now being finalized, and a natural rescurces management con-
cepts paper has been prepared toc serve as the basis of the FY
1990-1991 Action Plan objective statement and Mission plans.
Additionally, a cross-cutting WID strategy has been completed
and a draft Mission food aid strategy, should be finalized be-
fore Action Plan program week, May 15-20, 1989,



C. Overall Mission Goal and Strategy

As stated in USAID/Guatemala‘'s CDSS update for FY 1990-FY

1994, the goal of U.S, economic assistance to_Guatemala is to
promote U,S. interests by supporting Guatemala's efforts to:

—-— Strengthen its democratic institutions;

-- KXeep its economy stable;

-~ Realize rapid and sustained economic growth, and

-- Achieve greater participation of all Guatemalans --
primarily the historically disadvantaged -- in the
generation and benefits of that growth.

The Mission stirateqy to achieve this goal jis summarized
as follows, with complete details by NBCCA gogal and LAC/Mission
objectives given in the full CDSS update.

In support of Guatemala's evolution to a more democratic
and equitable nation, the U.S. development assistance strategy
functions as a significant part of a U.S. Government program
which seeks to cooperate in the restoration of financial sta-
bility and to supply real productive resources so that Guatema-
la can regain a stable long-term growth pattern averaging four
percent per year or better. On the other hand, it recognizes
that, under present structural conditions, a large proportion
of the population, perhaps the majority, would participate only
marginally or not at all in the proceeds of real growth.

Thus, the program is focused on forging durable linkages
between aggregate economic progress and those large segments of
the population which historically have been left behind.
Building on the substantial positive returns from the stabi-
lization program to date, high priority is now being assigned
to efforts that promote the private sector-led growth that will
produce expanded employment opportunities and higher incomes,
particularly in the rural and informal sectors. Looking to the
equity side of the equation, there is an inescapable comple-
mentarity between private sector investment in productive ca-
pacity and public sector investment in human and physical capi-
tal.  Indeed, achieving both in tandem is critical to the con-
sclidation of a viable democracy, as is the strengthening of
democratic institutions, such as the legal system, which guar-
antee the safety of each individual and his/her fundamental
rights as a citizen.

D. Summary Assessment of Performance Indicators

As called for in MBO Release Number 6, the following Per-
formance Matrix, provides in summary form key quantitative and




Y qualitative information by objective on actual performance dur-
ing 1988 against what was planned for selected Country Develop-

ment Trends (CDT), A.I.D. Program Performance Indicators and
the Policy Dialogue actions projected in 1last year's Action
Plan. This matrix is followed by three brief sections which
y provide by goal the following key information, again in summary
form, culled from the more detailed data and comprehensive nar-
rative statements provided in PART II of the Action Plan: (a)
N explanations of significant differences between FY 1988 planned
and actual accomplishments reported in the Performance Matrix;
(b) a preview of major anticipated results over the FY 1990-
1991 Action Plan period; and (c) critical program/policy issues
® for AID/W attention.

1. FY 1988 Performance Matrjix
IV : Incr ricultural
® .
A. ntr v ment T n rs: Actual
1986 1987 1988
1. Real Value-Added in Agriculture 754 780 1/ 804
{1958 Q. millions)
L
b. Total Ag. Sector Production 4,438 5,000 5,565
{Q. millions)
c. Growth of Real Value-Added
in Agriculture (%) 0.0 +3.6 +3.0
o
B. A.1I.D, Program Performance FY 1987 FY 1988
Indicators: Actual Planned Actual
1. Val £ P ion
{(Q 000)
o .
a. Fruit and vegetable
production 34,320 67,400 37,0002/
b. Milk production 128,900 145,000 142,000
L _
1/ Bank of Guatemala data for Agriculture in 1987 were revised.
2/ Projections for rapid expansion of fruit and vegetable
® production in 1988 and beyond were overly optimistic. Revised

outyear projections based on actual performance reflect a more
realistic appraisal of expansion possibilities.



B.

C.

A.I.D. Proaram Performance

Indicators:

2. Physical Qutputs (Cumulative)

a.

Hectares of irrigated
land for fruits and
vegetables under AID-
supported programs.

Hectares of non-irrigated
land improved for fruits

and vegetables under AID

support.

Hectares of land terraced

FY 1988

1,031

4,689

Planned

4,780

6,386

Actual

3,329

6,560

for traditional crops
under AID support.

d. No.
ported programs,
e. Fish ponds constracted

f. Kilometers of roads
constructed

g. Kilometers of roads an-

nually maintained

h. Kilometers of tertiary
roads upgraded

Policy Reform Targets:
Planned

Encourage the Ministry of Agri-
culture to continue decentral-
izing services and authority
while strengthening its region-
al and sub-regional bodies to
accelerate planning and project
implementation.

1/

Start-up of the-tertiary roads

3,168 8,600 7,520

of small farmers using
terracing under AID sup-

12,672 34,400 31,659

1,202 1,270 1,250

596 640 814

900 1,208 1,000

Actual

The GOG has prepared a plan to
decentralize BANDESA to improve
credit delivery and administra-
tion. A pilot effort is planned
for four geographic regions in
FY89. USPADA the Ministry's
sectoral planning unit, has

component was delayed to FY 1989.



Planned

Encourage MAGA to double its
agricultural extension out-
reach capability.

Encourage the GOG to double
its land purchase/sale pro-
gram,

Encourage the GOG to continue
increasing its budgetary allo-
cation for the Ministry of
Agriculture from the 1986 level
of 4.5% of the total public
sector budget to the 1976 level
of 7.6% by 1990.

Encourage the GOG to increase
its budgetary allocation for
agricultural research with ICTA
from the 1986 level of 0.7% of
the public sector budget to the
worldwide average for devel-
oping countries of 1.8% by
1990.

Encourage the Ministry of Agri-
culture to establish clear re-
search priorities and incorpo-
rate the private sector into
research plans and activities.

Actual

submitted a regionalization
plan while ICTA, the Institute
for Agricultural Science and
Technology, is fully regional-
ized. The COREDAs and COSUREDAs
(regional and sub-regional agri-
cultural development Committees)
will be further strengthened
under the HAD Project.

The number of representates agro-
pecuarios has been increased from

2,000 in 1986 to 3,400 in 1988,
located mainly in the highlandgs.

Guias agricolas (local farmers)
have also been increased by 70%.

MAGA has purchased 11,520 HAs (vs
its target of 4,000 HAs for 1988)
under the CONATIERRA (National
Land Council) Program.

The calculations used for this
target in last year's Action Plan
were incorrect; the agriculture
sector's share of the national
budget in 1988 already exceeded
it's share in 1976 (10.6% vs.
7.1%).

Again, the calculations for this
target last year were incorrect;
ICTA's budget share in 1986 was

0.42%. It increased to 0.51% in
1988.

The 1989 ICTA budget reflects the
the priorities of its regional
offices; it will be allocated and
managed at the regional level.
The research component of the
HAD-II Project includes the par-
ticipation of the private sector.



Planned

Encourage the Ministry of Agri-
culture to expand its budget
for construction of irrigation
facilities and to contract pri-
vate engineering firms wherever
possible for the actual con-
struction.

Encourage the Ministries of
Agriculture and Economy to
review agricultural commodity
pricing policies, and the

role of the National Marketing
Institute (INDECA), and estab-
lish/strengthen free-market
policies to encourage agri-
cultural production and invest-
ment.

Encourage the GOG to develop,
approve, and implement a Water
Use Law.

Encourage the GOG to establish
a clearly-stated agricultural
diversification policy, includ-
ing the establishment of incen-
tives for agro-industrial in-
vestment in rural areas to sup-
port the growing, processing
and marketing of nontraditional
products.

Encourage the GOG to channel
government-purchased and inter-
nationally donated inputs (fer-
tilizers, tools, seeds) through
the cooperative and farmer as-
sociation movement to small

and medium farming operations,
at prices as close to market

Actual

MAGA prepared feasibility studies
and designs for the ceonstruction
of irrigation systems for 25,400
Hectares and has allocated
Q.12,000,000 for first stages of
implementation. Many of these
facilities are to be constructed
by private firms.

The GOG has reduced the number of
commodities subject to price
controls from more than 200 to
only 8. INDECA is currently
intervening only in the marketing
of basic grains,

The MAGA, in coordination with
public and private sector enti-
ties as well as universities,
developed a Draft Water Law,
which was submitted to the Guate-
malan Congress for its approval.
No date is set for Congressional
action.

The GOG's three-year priority in-
vestment program for agriculture
outlines its agricultural diver-
sification policy and assigns a
high priority to diversification
efforts, particularly those as-
sociated with nontraditional
export crops.

GOG institutions (BANDESA, MAGA,
and municipalities) have reduced
their participation in the dis-
tribution and marketing of agri-
cultural inputs. The subsidies
on those inputs have been reduced
substantially and this has in-
creased the role of private



o ' Planned

value as feasible, thereby
eliminating the need for gov-
ernment institutions (BANDESA,
. municipalities) to handle the
distribution at heavily subsi-

Actual

sector outlets in the marketing
of agricultural inputs.

et dized prices.

- - Encourage the GOG to increase Under the Agribusiness Credit
total credit flows of redis- Line of the Central Bank to
counted funds through the BANDESA, the Mission successfully

™ private banking system to the promoted the use of private firm
agriculture sector, especially loan guarantees for small farmer
for nontraditional agricultural 1lending. The Mission will contin-
production. ue to expand on this experience.
® TIVE N : h riv r
A, ntr v i rs: Actual
1986 1987 1988
1. Private Fixed Investment as % of GDP 8.0 9.2 10.6
. 2. Nontraditional Exports 127.7 171.6 215.0
(Millions of U.S. §)
a. Agricultural 65.3 97.1 111.8
® b. Nonagricultural 62.4 74.8 103.2
3. Guatemalan Exports of Drawback
Products (Labor value added only
in millions of U.S5. §) 5.8 8.8 19.5
® 4. Foreign Exchange Earnings from
tourism (Millions of U.S. §) 29.3 48.0 63.0
B. A.I.D., Program Performance EY 1987 FY 1988
Indicators: Actual Planned  Actual
* 1. Investments generated by
AID-supported projects and
programs (millions of U.S. §) 43.0 57.3 43.0 1/
g 1/  Actual investments were below targets due to delays in

approvals for investment guaranty funds and a delay in the
start-up of CAEM's new Investor Service Center.



A.I.D., Program Performance FY 1987 FY 1988
Indicators: Actual Planned Actual

2. Credit to private sector
financed under AID projects
and programs (millions of
U.s. §) 24.0 39.9 35.0

c. Exports generated by AID
projects and programs
(millions of U.S. §) 12.5% 14.3 26.6

Policy Reform Targets:

Planned Actual
Maintain exchange rate at a Evidence suggests that the cur-
market determined level. rent administered exchange rate

closely approximates exchange
market conditions.

Market-oriented credit and in- Interest rate ceilings for

terest rate policies. lending were raised from 14% to
16% in June 88. Similar in-
creases in interest ceilings
were provided for savings ac-
counts. At these levels, the
ceiling rates are positive in
real terms.

Liberalize capital markets. The Monetary Board has commis-
sioned a study on the feasibility
of liberalizing interest rate
policy to be presented for con-
sideration in June 1989.

Improve public/private sector CONAPEX, a mixed public/private
coordination and cooperation sector organization, with AID
in areas such as fiscal incen- encouragement continued to
tives for investment and ex- assist the GOG and private
ports, and customs procedures. sector groups in considering

fiscal incentives for new laws
favoring expansion of investment
and exports and in developing
recommendations on measures to
improve customs procedures.



~Plapned

Encourage increases in the
availability of longer-term
credit for private sector in-
vestment.

Support a policy environment
conducive to nontraditional
exports, and to a broader ac-
cess to services and finance
for small and medium enter-
prises.

A one-step document, to com-
plement the one-stop export
window, which will further
facilitate exports and en-
courage investment in export
industries.

Revised free zone/drawback
{maquila) legislation.

Establish a National Export
Plan.

13

Actual

Negotiations were completed and a
legal opinion on the documents
for the local currency guaranty
fund obtained. The first loan
under the guaranty fund was made
the last week of March 1989.

DIGECOMEX, the new General Direc-
torate of International Commerce,
has been set up to expand and im-
prove public sector support for
Guatemalan exporters. CORAPEX
will continue to provide an
interface between the public
sector and private sector groups,
including those representing
small and medium enterprises,

to address export-related policy,
procedural and promotional
issues.

Work on this activity will not be
completed until the first gquarter
of FY 1990.

It is expected that the maquila
legislation, originally submitted
to the Congress in July 1988,
will be approved by the end of
July 1989. The free zone legis-
lation is expected to be passed
by the Guatemalan Congress at
about the same time.

Because of delays in the organi-
zation of DIGECOMEX and the tem-
porary cessation of activity by
CORAPEX, the development of a
National Export Plan (or *"Strate-
gy"” as is now being discussed)
has been delayed until mid-1990.



- Negotiations and studies to
further facilitate competitive
transportation ("open skies")
arrangements.

Planned

Aviateca.

ports,

Actual

The Ministry of Communications,
after reviewing independent re-
is planning to privatize
the state owned airline carrier
New routes have al-

ready been awarded to competing

private as carriers.

Deregula-

tion continues to be an issue.

OBJECTIVE No, 3; Stabilize Financial Structures

A. Country Development Trends Indicators:

1'

Internal Balance

a. Consolidated Public Sector
Deficit/percent of GDP

b. Central Government Deficit as

percent of GDP (excluding
grants)

c. Central Bank Losses/percent
of GDP

d. Deficit of the non-financial

Public Enterprises/Percent of

GDP

External Balance

Current Account Balance/Percent
of GDP (excluding official
transfers)

Inflation
Consumer Price Index (December-
December)

B. A.I.D. Program Performance
Indicators:

1.

Internal Balance
a. Central Government Tax
Revenues/ percent of GDP

Actual

1986 1987 1988
-3.7 -4.2 n.a
-1.9 -2.5 ~2.5
-1.9 -2.0 -1.5
+0.1 +0.3 n.a
-1.1 ~8.4 -7.2
+37.0 +12.3 12.0

FY 1987 FY 1¢88
Actual Planned  Actual
8.0 9.0 8.5



' B-

- 15 -
A.I1.D, Program Performance FY 1987 FY 1988
Indicators: Actual Planned Actual

2. External Balance
a. Trade Balance FOB com-
modities only/current $ -355.2 -42.0 -371.11/

3. Economic Growth
a. GDP real growth rate/

percent 3.1 3.0 3.5
b. Central Government

Investment/percent of GDP 2.3 2.8 2.4

Policy Reform Targets:
Planned Actual

Demand Management: Maintain Aggregate demand grew by an esti-
fiscal and monetary programs mated 16 percent in 1988 due to
that restrain growth of aggre- higher than expected levels of
gate demand to 9 percent (in imports, particularly of capital
nominal terms) over 1987. goods.
Fiscal Management: Restrict Preliminary projections place the
the consolidated nonfinancial 1988 consolidated nonfinancial
public sector deficit to 2.5 public sector deficit at 1.6 per-
percent of GDP. cent of GDP.
Continue refining the manage- The Core Development Budgets
ment and operation of the Core (CDB) for 1988 and 1989 have
Development Budget with sup- been prepared. The rate of
port from the technical as- exceation for the CDB in 1988
sistance provided through the was about 60%; a target of a 75

Fiscal Administration Project. percent has been established for

1989.

The low negative trade balance projected for FY 1988 in the
last Action Plan was based on USAID's assumption, which has
since proved incorrect, that the high import level of 1987 was
due to inventory speculation by importers facing an uncertain
foreign exchange market and that the period of speculation
would be followed by one of sharply reduced imports. This digd
not materialize and imports have remained strong.



Planned Actual
Foreign Exchange Rate: Achieve Net international reserves are
an increase in net interna- estimated to have fallen by $91

tional reserves by $40 million. million.

- Savings: Achieve a domestic A domestic savings rate of 8.0
savings rate of 10 percent of percent is estimated for 1988.
GDP.

- Public Sector Investment: Central government investment
Achieve central government is estimated to have reached
investment of 3 percent 2.4% of GDP in 1988.
of GDP.

OBJECTIVE No. 6: Manage and Preserve Natural Resources

A. Country Development Trends Indicators:

None

B. A,I.D. Program Performance FY 1587 FY 1988

Indicators: Actual Planned  Actual
1. Hectares reforested under

A.I.D.-supported programs 411 5,526 2,815 1/
2. Hectares under watershed

management 4,213 9,934 8,854
3. No. of person days training

in environmental and/or

natural resource management 31,245 50,000 52,050

C. Policy Reform Targets:
Planned Actual

- Encourage the Ministry of Agri- The Plant Health Division of
culture to prohibit the use of MAGA, which is in charge of pre-
pesticides outlawed in the U.S. venting pesticide misuse, has

L/ Reforestation efforts were suspended during a major

reorganization of responsibilities for forestry and wildlife
resources management and the formation of a new Agency
(DIGEBOS) for this purpose.



Encourage the Ministry of Agri-
culture to restructure the Na-
tional Forestry Institute
(INAFOR), especially to support
private reforestation activi-
ties.

Encourage the GOG to develop,
approve, and implement a for-
estry law to improve the use
and management of forestry
resources.

Encourage the GOG to provide
the necessary financial sup-
port to the National Environ-
mental Commission (CONAMA) to
permit it to effectively carry
out its functions.

Encourage the Ministry of Agri-
culture to develop a national
watershed management plan which
would prioritize the watersheds
to be managed as well as pro-
pose interventions in soil
conservation and reforestation
practices.

Actual

been strengthened in both au-
thority and performance. Phase
I1 of the Highlands Agricultural
Development Project will consoli-
date this effort beginning in

the 3rd quarter of FY 1989
through the implementation of
recommendations of the Project
Environmental Assessment on
pesticide use.

INAFOR was closed and all its
operations ceased in June 1988
and the General Directorate of
Forests and Wildlife (DIGEBQOS)
was created. This new institu-
tion is expected to be more
focused on rational and sustain-
able uses of forestry resources
in addition to protected area
management.

A multisectoral working group has
been established to review and
revise the Forestry Law. A
revised draft will be resubmitted
to the Congress, in the 3rd
quarter of FY 1989.

CONAMA is currently undertaking
measures to obtain increased
financial support from the GOG
through ESF/P.L. 480, Title 1
local currency generations.

MAGA has allocated Q2,000,000 for
the development and initial im-
plementation in January 1990 of
an Irrigation Master Plan which
will include watershed manage-
ment measures.
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OBJECTIVE No. 8: Increase Access to Voluntary Family Planning
Services
A. Country Development Trends Indi rs: Actual
1986 1987 1988
Percentage of couples using contraception 25.0 23.6 24.0
‘B. A,I.D, Program Performance FY 1987 FY 1988
Indicators: Actual Planned Actual
Couple-Year-Protection (thousands) 221.4 243.5 190.0 1/

C. Policy Reform Targets:

Planned _Actual
~ Promote the integration of The recent amendment to the MOH

child spacing activities within component of the on-going family

the context of the national MCH planning program integrates child

program while still preserving spacing activities, and greatly

family planning as a strong and expands the range and distribu-

discrete program priority. tion of family planning services
in the context of maternal and
child health programs.

- Raise awareness of the effects Public and private sector inter-

of rapid population growth by agency seminars were held to dis-
presenting demographic and pub- seminate results of the AGES/CDC
lic health data gathered young adult survey (March} and
through the recent CDC Young the National Maternal and Child
Adult Survey and Westinghouse Health Survey {(NMCHS) in June.
MCH surveys to key policy- With joint funding by UNFPA,
makers and leaders in the NMCHS data were utilized in July
public and private sector. by the Ministry of Health for
local programming of health
services.

1/ Dpecrease in CYP in FY 1988 results from a cessation of

' sterilization programs for some three months while c¢linic

personnel received intensive training and APROFAM (a private
family planning agency) underwent reorganization.
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L 7 _Planneq _Actual
- Encourage the MOH to utilize The recent amendment to the MOH
local health providers, such as family planning project includes
patent medicine salesmen, by significant financing for train-

providing training and official ing of local community midwives

w recognition of their work. and other community level health
workers in the recognition of
reproductive risks.

- Encourage the GOG to promote A pilot project to improve MCH

education, especially of young through female education has been
rural women as a way to improve funded. This project was discus-

MCH, raise family incomes and sed at a public-private sector
break down traditional discrim- interagency meeting. PD&S funds
ination against women in gen- have been used to support activi-
eral and rural and Mayan women ties to inform political 1leaders
in particular. on the need for improved female
9 education programs to make MCH
activities more effective.
T : mprov i vival
. .
A. Country Development Trends Indicators: Actual
1986 1987 1988
Infant Mortality Rate
(per 1,000 live births) 1/ N.A. 73.4 72.4
L4
B. A.I.D, Progqram_ Performance FY 1987 FY 1988
Indicators: A al Planned Actual
1. Percent of cases of diarrhea
® in children under 5 years
of age treated with ORT 9.5 25.0 15.6 2/
2. Percent of children 0-59
months having received
complete series of polio,
® measles, DPT, BCG 50.0 60.0 58.2
1/ Mortality data used this year differs from last year due to a
change to a more accurate time series based on 1987 studies by
Westinghouse Institute for Resource Development.
@

2/ Performance fell short of targets for ORT and tetanus programs
because of personnel and management problems in the MOH.



B.

C.

20

A.I.D. Program Performance

Indicators:
3.

Percent of
delivering
months who
of tetanus

women (15-49)

in the last 12
have had 2 doses
toxoid

Percent of total rural
population provided with new
water supgly service during
the year 2/

Percent of total population
in rural areas provided with
new sanitation facilities
during the year 2/

Policy Reform Targets:
Planned

Encourage the GOG to give top
priority to child survival
interventions within a primary
health care context, emphasiz-
ing the maternal-child target
group. ©Our efforts will focus
on assuring that the Ministry
of Health demonstrates this
commitment through policy and
budgetary commitments to child
survival activities and that
these policies are effectively
implemented.

FY 1987 FY 1988
Actual Planned  Actual
12.4 37.0 17.3 1/
0.61 1.29 0.76
0.76 1.51 0.8
Actual

The GOG is continuing to give top
priority to child survival inter-
ventions within a primary health
care context through preventive
measures such as immunization,
ORT and growth monitoring. The
MOH has made significant advances
in this area by creating strate-
gies and a policy for child sur-
vival that emphasizes the mater-
nal-child target group.

Performance fell short of targets for ORT and tetanus programs

because of personnel and manage

Data include A.I.D. contributi

ment problems in the MOH.

ons only. Results in 1988 were

below targets because the capacity of implementing agencies was

less than estimates.
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- Promote close coordination The GOG has been responsive to
between the Mission and other efforts at coordination among
bilateral and multilateral bilateral and multilateral

. donors including UNICEF, PAHO, donors. Periodic coordination
. Rotary International and UNFPA meetings have been held to
in order to optimize the impact monitor the activities of the
. of our aggregate contributions maternal-child health, and the
- to the health sector. ORT and immunization programs.
These efforts are currently serv-
ing to optimize the impact of
® assistance to the health sector.
IVE N 1: m v ion iti
@ A. ntr r i : Actual
1986 1987 1988
1. Gross Primary Education Enrollment
Ratio (percent) 1/ 76 75 75
- 2. Net Primary Education Enrollment
{percent) 64 N/A 63
3. Primary Education Completion Rate
{percent) 50 R/A 52
® 4, Years to Produce a 6th Grade
Graduate 10.4 N/A 10.2
B. A.I.D. Program Performance FY 1987 FY 1988
Indicators: Actual Planned Actual
. 1. Enrollment in Bilingual
Schools (percent) N/A 75 75
2. Promotion rate Bil. EQd.
Schools (percent) 70 73.5 73
L
17 Slight declines in enrollment ratios between 1986 and 1988
result from inability of MOE to expand services and facilities
fast enough to stay even with growth in school-age population.
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B. A.,I.D., Program Performance FYy 1987 FY 1988
Indicators: Actual Planned  Actual
3., Rural/Indigenous families
receiving literacy materials N/A 75,000 15,000 1/
4. Number of persons beginning
training under programs other
than CLASP
a. Short-Term {(up to 9 months)
(1) Men 33 53 225
(2) Women 22 A8 _135
Sub-Total 55 72 360
b. ILong-Term (more than 9 months)
(1) Men 3 10 11
(2) Women = 0 __0
Sub-Total 3 10 11
Totals for Non-CLASP Training 58 82 371
C. Policy Reform Targets:
Planned Actual
- Timely input of counterpart The input of counterpart funds
funds and other resources such have been satisfactory; 150 new
as 150 new bilingqual teachers bilingual teacher positions were
each year. created in late 1988 and are ex-
pected to be filled in 1989.
~ Increased GOG expenditures on GOG budget for education in-
education and increased budget creased by 30% and 16% between
proportion for primary educa- 1986-1987 and 1987-1988, respec-
tion. tively. The proportion for pri-
mary education has remained
relatively constant.
1/ The 1large difference between the 1988 target and actual
performance results from administrative delays and
distribution problems and inappropriate, overly optimistic

assumptions made during early project design.



OB

A.

Plann

Increased GOG expenditures for
bilingual and other texts, and
instructional materials.

Qualified educational leaders
in key primary education and
bilingual education positions.

Regionalization program en-
couraging responsibility at the
local level.

Agreement on alphabet, gram-
matical constructions for
Indian Languages.

Curricula made flexible to be
adaptable to regional dif-
ferences.

School schedule varied to meet
reqgional requirements.

Linkages between the bilingual

program and bilingual normal
schools.

TIVE N 2: rength m
ntry Devel

None

Strengthened Judiciary

ment Tren ndi

Actual

Increased printing of texts and
materials is being accomplished
with loan funds.

Seven new administrators and 30
district supervisors, all with
bachelor's degrees, have been
added to the staffs of the MOE's
regional offices.

Eight regional education adminis-
tration offices have been opened
and staffed, with significant
responsibilities delegated from
the Central Ministry.

The new Mayan alphabet has been
legalized but full implementation
will require more time.

Curriculum adaptation program is
under way for pre-primary and
first grades.

World Bank project to implement
this activity will start in 1989.

A major study of bilingual
teacher training was completed

in 1988. Intactable problems
identified in the normal schools
has led to or decision to support
in-service training for the time
being.

ra Insti ion
rs:
FY 1987 FY 1988
Actual ann Actual



B. A, I.D. Program Performance FYy 1987 FYy 1988
Indicators: Actual Planned Actual

a. Number of Judges,
court administrators,
prosecutors and other
judicial personnel
trained in improved
administrative/
operating procedures 150 400 316

b. Improved planning and
administration

(1) Provision of law
library(ies) of
basic codes and manuals
for judges - 1 1

(2) Establishment of National
Justice Commission - X X

2. Strengthen Legislature

a. Legislators and Congres-
sional staff trained in
carrying out their
responsibilities or in
dealing with critical
issues 40 150 140

b. Implementation of public
education and information
programs - 52 52

c. Publication of Congres-
sional Journals - 2 2

3. Strengthen Electoral Processes

a. Personnel trained (voter
registration, counting/
reporting etc.) - 320 350

b. Improved system for
processing and storage
of voter information
established -— - X



I1.D rogr rforman FY 1987 FY 1988
Indicators: Actual Planned Actual

4. Improve Human Rights Climate,
strengthen capacity of Office
of Human Rights Ombudsman to
perform duties (National Head-
quarters) - X X

5. Development of Regional and
Local Institutions which
Strengthen Democracy

a. Labor Union members/leaders
trained (AIFLD) - - 170

b. PVO Organizations

(1) ASINDES
(a) Approval sub-grant

proposals 15 20 16
(b) Leadership/members
trained 10 20 30

{2) Approve grant proposals
with other PVOs - 2 2

¢c. Village/Local Organizations,
Expanded and/or new community
development interventions
(SDF, SPAF with Peace Corps,
Cooperatives) 93 125 701/

6. Number of persons beginning
training programs under CLASP

{CAPS)
a. Short-term (less than 9
months)
(1) Men 448 280 284
(2) Women 589 —320 377
Subtotal 1,037 600 661

Performance was less than anticipated due to delay in signing
agreement between the Peace Corps and the Ministry of Finance
on the use of ESF local currency for SPAF.



A.I.D, Program Performance
Indicators:

b. Long-Term (9 months or
more)
(1) Men
{(2) Women
Subtotal

Totals for CLASP (CAPS)

Policy Reform Targets:

Planned

Revision of new c¢riminal codes.

Development of other enabling
laws to make the judicial
system fully functioning and
responsive to the needs of the
Guatemalan population.

Carry out needed improvements
in Congressional structures,
processes, etc. to permit
quicker passage of better
legislation.

Government of Guatemala to
authorize and make available
adequate rescurces from Na-
tional Budget to support
judicial, legislative (in-
cluding human rights), elec-
toral and other (PVOs, etc.)
democratic institutions in
implementing their programs as
required.

FY 1987 FY 1988
Actual Planned Actual
0 132 180
0 _192 _120
0 324 300
1,037 924 961
A al

The Ministeri¢o Publico and the
Colegio de Abogados conducted a
review of the new codes in Jan-
uary, 1989. A Report on conclu-
sions and recommendations 1is
expected in the third quarter of
FY 1989.

In early April 1989, the Guatema-
lan Congress passed legislation
establishing the organization of
the judicial system. This will
set the stage for further legis-
lation related to a judicial
personnel system.

Seminars for the legislative
staff on committee structure and
other subjects emphasizing legis-
lative policies, initiatives and
parliamentary procedures are
being provided on a continuing
basis.

GOG has earmarked 2% of its Na-
tional Budget in support of the
judiciary. In addition, funds
from the National Budget provide
suppecrt for the Office of the
Human Rights Ombudsman and the
Electoral Tribunal.



Planned

Government of Guatemala to pro-
vide policy framework and sup-
port to private institutions to
fully participate in develop-
ment process, e.g. accelerate
issuance of personeria juridica
to PVOs to permit them to oper-

Actual

At least four PVOs working with
microenterprises were given per-
soneria juridica during 1988. In
addition, a special office has
been established in the Ministry
of Finance to support and assist
PVOs.

ate legally in Guatemala, ob-
tain duty free tax exemption on

goods, services, etc.
2. n rman :
GOQAL: Short-Term Ecgonomic Stabilization

As discussed during the CDSS and ESF PAAD
reviews in January and February (1989}, given the success of
the Guatemalan Government's stabilization efforts during the
past two years, the Mission views continuing macroeconomic sta-
bilization as an essential component of a program to achieve
the Agency goal of Basic Structural Rgfggmg for Rapid and Sus-
tained Economic Growth. Short-term economic stabilization con-

siderations are, therefore, incorporated into the following
discussion of that goal.

GOAL: Basic Structural Reforms for Rapid and Sus-
in

nomi oW
(a) E pla ation of 5;9n1f;g§ t Differences
Plann ver al R 1
Basically, CDT indicators performed as ex-

pected or better in 1988, reflecting strong favorable trends
within areas covered by LAC Objectives 1, 2, and 3, which in-
clude program components related to the productive sectors of
agriculture, private enterprise and and to the public sector’'s
macroeconomic policies and fiscal performance. Objective &6,
covering natural resources conservation and management, is new
to the Mission's Action Plan although several of its targets
were formerly included under other objectives. Given varia-
tions in actual versus projected FY 1988 A,I.D. Program Per-
formance indicators for objectives 1, 2 and 3, it would appear
the Mission set overly ambitious FY 1988 targets since results
were generally lower than projections. In these cases, the
prevailing reasons were slower than anticipated USAID direct
project implementation or 1lagging counterpart allocations/
execution. To place this in prospective, a column for FY 1987
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actuals has been added to allow the reader to compare progress
against baseline data and to gain a sense of the trends in pro-
gram performance. Thus measured, the FY 1988 results are more
in line with the favorable performance of the CDT indicators,
reflecting continued gains across almost all indicators for the
economic growth goal.

(b) Major Anticipated Results over FY 1990-
1991 Action Plan Period

Certain important assumptions underlie
anticipated progress toward this goal. These include the fol-
lowing.

-~ Democratic government will be sus-
tained in Guatemala, including continued commitment to consen-
sus building for policy decisions among the various power cen-
ters and renewed efforts to achieve a more equitable distribu-
tion of the benefits of growth among all segments of the Guate-
malan society.

-—- Steady and continuing policy reform
directed toward improved performance of free market mechanisms
to permit the kind of predictability and sustained real posi-
tive growth essential to foster investor confidence in the Gua-
temalan economy.

-~ Guatemala's short-term external debt
crisis (near 50 percent debt repayment ratio in 1987} will be
brought under control (at about 20 percent or lower) by the end
of 1991, or earlier, freeing up substantial funds for both pub-
lic and private sector investment.

-- Development assistance performance
will continue to improve over the planning period as public and
private sector institutions involved in the delivery of social
services and economic goods become more efficient.

-- U.S. development assistance can be
focused in ways that accelerate the pace of institutional
strengthening needed to effect the more efficient delivery of
socioeconomic goods and services over the CDSS period, espe-
cially to long-neglected rural areas, as national resource lev-
els grow and fiscal policies adapt to meet ongoing socio-
economic needs.

The following anticipated results for
major indicators over the Action Plan period flow from these
assumptions:
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-- Achievement of external and internal
balance, consistent with progress toward a real GDP growth tar—
get of five percent by FY 1991 (LAC Obiective 3, Stabilize Fi-
nancial Structures).

-- An increase of real value added in
agriculture from Q804 million in 1988 to Q883 million in FY

1991 (LAC Objective 1., Increase Agricultural Production).

-— An increase by 1991 of the value of
nontraditional exports of not less than 82 percent over the
level of 1988, i.e. $392 million versus $215 million in 1988

(LAC Objective 2, Strengthen the Private Sector).
(c) Critical Program/Policy Issues for AID/W
Attention

ESF funding levels must be maintained at
a minimum at the levels projected, and the conditionality pack-
ages negotiated each year must be designed to successfully ad-
vance progress toward the anticipated results outlined above,
including effective measures to ensure a sound and adequate
fiscal program and a level of public sector implementation ef-
ficiency commensurate with the national need.

GOAL: Wider Sharing of the Benefits of Growth

(a) Explanation of Significant Differences in
FY 1988 Planned versus Actual Results

Both CDT and A.I,D. Program Performance
indicators for the social sector objectives (LAC Objectives 8,
9 and 11, covering family planning, child survival and educa-
tion) are virtually all flat or negative, compared both to FY
1988 actual versus planned and to FY 1987 actuals. This disap-
pointing reality and the difficult task the Mission faces in
supporting Guatemalan reform and institution building efforts
were highlighted in the CDSS update and should come as no sur-
prise to informed observers. Nor should it bring into question
the long-term commitment of resources by the U.S. government to
redress the situation.

Despite the 1level of intended resource
inputs and vigorous implementation efforts, it must be recog-
nized a_priori that this goal will be achieved only slowly over
time and then only if assistance commitments are maintained at
substantial levels over a period sufficient to permit Guatema-
la‘'s own macroeconomic performance and fiscal reform efforts to
yield the results that will produce the domestic resources re-
quired to meet the country's development needs. The cultural,
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linguistic and geographic variety that is so much the richness
of Guatemala also severely constraing development efforts and
places an abnormally heavy burden on the country's economy in
terms of unit costs for delivering both public and private sec-
tor goods and services, particularly in the highland Indian
areas.

U.S. assistance over the Action Plan pe-
riod will be focussed principally on correcting absorptive ca-
pacity problems by strengthening the ability of public and pri-
vate sector providers of socioeconomic goods and services to
deliver them on a steady and cost effective basis. A principal
objective is to improve the government's budget formulation and
execution processes. Another is the creation of an effective
public/private sector partnership that will allow the Govern-
ment to mobilize private sector capabilities to more effective-
ly and efficiently deliver socioeconomic goods and services.
Improved statistics for family health, including family plan-
ning and child survival programs should follow, along with
higher enrollment, retention and promotion rates in basic edu-
cation, and an expansion of rural infrastructure supporting
growth and development.

(b)Y Major Antigipated Results gover FY 1990-
1991 Action Plan Period

—~— The national census due to take place
in FY 1990 should help to clear up the present largely unreli-
able statistical base in the social sectors and provide all
concerned with a better baseline series. The Mission is coop-
erating with the Guatemalan Government and other donors to make
the census a success, including support for careful formulation
of the gquestionnaires and training of the census takers and
analysts.

~- The Mission expects continued broad-
based economic growth to afford both individuals (through
steadier employment and higher incomes) and the government
(through improved fiscal policy and increased revenues) the
opportunity to redress more rapidly than in the past the under-
lying socioceconomic conditions afflicting the rural and margin-
al urban poor,

-— Well-focused Guatemalan, U.s. and
other donor technical assistance and specific interventions
(described in detail in other parts of this Action Plan) in
child survival, general family health, family planning, bilin-
gual education, rural infrastructure and public and private
sector service delivery systems (in combination with productive
agriculture and private sector promotion activities) should



- 31 -

begin to show lasting results, at least among the direct target
group.

-— Improved Guatemalan Government budget
formulation and execution, combining domestic reserves and do-
nor assistance in well coordinated and integrated programs will
be a major step forward. This objective is a critical compo-
nent in the Mission's overall conditionality agenda and was
formally endorsed by both the Guatemalan Government and the
donor community in the March (1989) Consultative Group meeting
in Paris.

(c) Critical Program/Policy Issues for AID/W
Attention

-~ Continued high population growth
rates threaten to crowd out socioeconomic gains. Acceptable
and successful methodologies must be found to avoid this. Pro-
active Government of Guatemala family planning policies and
practices are necessary. The Mission plans to move to a com-
prehensive family health program approach over the Action Plan
period to make this more feasible. Bureau understanding and
support will be necessary.

~-- DA levels must be kept high and func-
tional account flexibility assured in education (EHR), popula-
tion (PN), and health (H).

GOAL: Promote Democracy and Strengthen Democratic
Institutions
(a) Explanation of Significant Differences in
FY 1988 Planned versus Actual Results

A.1.D. Program Performance Indicators for
this goal (and i
tions) generally went as planned. The lower number of village
and local orqganization miniprojects funded through the Mis-
sion's Special Development Fund (SDF) and Peace Corp‘'s Small
Project Assistance Fund (SPAF) reflects slower than anticipated
Peace Corps SPAF and ASINDES small project starts in 1988. It
also reflects higher individual subproject funding levels need-
ed to accomodate costs for construction materials. Such costs
moved up sharply during the year, reflecting a construction
boom that got underway in 1988.

(b) Major Anticipated Results over FY 1990-
1991 Action Plan Period

The Mission anticipates successful elec-
tions in 1990, a peaceful transition of power, and a further



- 32 -

consolidation of democratic processes. Local leadership pro-
grams, such as CAPS, the eight percent municipalities set-
aside, and voluntary agency food-for-work initiatives, will
continue and will contribute both to democratic growth and
socioeconomic development in rural communities. The effective-
ness of both the congressional and judicial branches of govern-
ment will grow.

{(c) Critical Program/Policy Issues for AID/W
Attention

-~ ESF funding for the judicial, legis-
lative, electoral and special scholarship programs must be as-
sured even as ESF levels for Guatemala begin to diminish in FY
1991 from current levels.

-~ Monetization guidelines for voluntary
agency Title II programs need to be finalized to allow the vol-
ags and the Mission to plan more effective use of FFP commodi-
ties.
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COUNTRY: GUATENALA
SUMMARY PRDGRAM FUNDING TABLE
Dollar Progras By Funclional Account
{$000)
PROJECT
PROJECT TITLE NUNBER L/6 FY 1989 FY 1990 FY 1994
DA
Agriculture, Rural Developsent and
Mutrition
Progras Developsent & Support 0000 ] 1,055 575 735
Highlands Agricultural Development 0274 & 3,300 5,000 3,000
Agribusiness Developsent 027 8 1,000 i )
Cooperative Sirengihening 0284 § ¢ 2,000 1,000
Fars-to-Markel Roads 3/ 0332 L ML 8 ]
Cossercial Land Narkels I 0343 ] 0 1,000 1,500
Rural Electrification 111 0353 6 3,300 2,500 2,900
Ag. Prod. k Mktg. Services {PVD) 9363 § 600 0 0
Small Farser Coliee 0381 B 2,660 1,500 1,500
Special Project Assistance Fund 0383 § 100 100 100
Rura) Land Financing (PVD) 0389 b 0 6 1,300
Irrigated Ag. Support 0392 ] ¢ 0 1,500
Natura] Resource Managesent 0393 6 0 1,500 1,000
Total for Account 14,594 15,175 14,175
Grants 14,215 15,175 14,175
Loans RYL] ¢ 0
Population Planning
Progran Oevelopsen! & Support 0000 ] 200 200 100
Expansion of Fasily Flanning Svce, 0288 5 3,610 4,000 ]
inproved Family Health 0357 ] ¢ G 4,100
Total for Arcoust 3,B10 4,200 4,200
brants 3. B0 4,200 4,200
Loans 0 0 0
Health
Progras Developsent &k Support 0000 6 105 100 100
Rural Water Developsent (PVQ) 0334 ] 200 200 ]
Inaproved Fasily Healih 0357 6 9 0 1,200
Total for Account 305 0 1,300
Branis 303 300 1,300
Loans 0 0 0
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COUNTRY:  BUATEMALA

SUMMARY PROGRAM FUNDING TABLE
Dollar Program by Functional Acrount

{$000)
PROJECT
PROJECT TITLE NUMBER L/G FY 1989 FY 19%0 FY 1991
Child Survival
Program Developsent & Support 0000 & 106 160 100
Expansion of Faaily Plamning Sves. 02e8 G 1,870 2,300 ]
Improved Family Heaith 4357 ] 0 ] 2,300
Total for fBccount 1,970 2,400 2,400
Brants 1,970 2,460 2,400
Loans 0 { 0
Education and Human Resources
Frogras Developsent & Support 0006 g 200 200 200
Fiscal Administration Improveaent 037t 5 400 1, 106 1,300
Basic Eduration Strengthening 0374 B 3,300 3,000 4,150
Development Training & Support Giga B 1,400 2,000 1,150
Total for Account 5,300 b, BO0 6,800
Grants 5,500 6,800 4,800
Loans ] 0 0
Private Seclor, Environment & Evergy
Progran Development k Support 0000 it 620 730 700
Special Developaent Fund 0145 B 100 100 100
Low-Cost Housing 0262 B 300 0 0
Rural Water Developaent {PVO) 0334 & 100 ] i}
Private Sector Dev. Coord. {FVD) 0337 it 200 ] 0
Private Enterprise Develppment 0341 i BAO 470 0
ASINDES Developmeni Progranm 0348 B 500 0 0
Fiscal Administration Ieproveaent 0371 B 1,000 2,900 2,300
Wicroenterprise Development 0375 G 0 1,000 1,800
Micro Business Promotion (FVE) 0377 b 1,350 0 0
Election Systea Support 4378 g B00 0 0
Entrepreneurial Developaent (FVD) 0380 b 750 300 0
Buat. Strengthering of Deaoc. 0386 B 300 ] @
Natural Resource Mapagement 4395 G ! 300 1,500
Total for Account 7,100 5,400 b, 460
Brants 7,100 6,400 b, 400
Loans ¢ { 0

TATAL DA Account 33,279 30,275 35,279
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COUNTRY: BUATEMALA

SUMMARY FROGRAM “UNDING TABLE
Dollar Program by Funcliona! Account

($00Ci
PROJECT
PROJECT TITLE NUNMBER L/ £y 1989 FY 19%¢ FY 1991
ESF
Buatemala Peace Scholarships (CAPS 1) 0362 & 7,000 ¢ L
Suatesala Peace Scholarships {CAPS ID) 0393 6 0 1,006 7,000
Inproved Admin. of Justice 0389 ] 2,824 24 1,600 2,000
Economic Support Prograa 0373 ] 49,500 U ]
Econosic Support Progras 0383 ] 0 17,400 ]
Economic Support Prograa 0394 6 9 ¢ 45,000
Desocralic Institutions 0398 6 0 1,000 1,000
buat. Judicial Developmeat 0376 ] 200 8 0
Los Mamos 1/ 0998 1,000 u ]
Tota! for Account 80,524 87,000 3,000
Granis 80,524 87,000 35,000
Loans 6 ¢ 0
COUNTRY TOTAL 113,803 122,215 99,275
SRANTS 113,424 122,273 90,275
L0ANS 7 0 G
P.L. 480
Title 1 18,000 18,000 18,000
Title I &/ 1,410 8,800 8,800
Tolal 25,410 26,800 25,800
FROGRA® TOTAL 135,213 149,075 117,075
Footnotes:

i/ Reob in FY 198%.

21 $524,000 of FY (988 carryover funds were transierred to the Deparisent of State for the
Departaent of Jusiice to suppori ICITAP prograe.

37 In accordance with LAC Bureau cable (STATE 3735051, ¢! sillion of tolal ESF account in
FY 87 is to be Mission's buy-in to ROCAP Los Alases project. Congressional Notification
requireaents Lo be handled by LAL Bureau.

4! Per instruclions in STATE 62104 {dated 02-28-891 increased ampunis are for a proposed
SHARE Title 11 progras cossencing in fourth quarier of FY {989 as follows: $410,000 1n
FY 1989; $1.8 aillion each in FY 1990 and FY 1991,
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ummary Project Li Objectiv

Program Development
and Support (FN)
Program Development
and Support (HE)
Program Development
and Support (EH)
Program Development
and Support (PSEE)
Program Development
and Support (PN)
Program Development
and Support (CS)
Special Development
Fund

Rural Electrification
Community Based Health
and Nutrition System
Small Farmer Diver-
sification System
Low Cost Housing
Highlands Agricul-
tural Dev. (HADS)
Agribusiness Devel-
opment

Rural Education Im-
provement
Cooperative Strength-
ening

Expansion of Family
Planning Services
Altiplano Higher
Education

Primary Ed. Mgmt.
Improvement
Farm-to-Market Roads
Rural Pot. Water &
Sanitation II (OPG)
Rural Water {OPG)
Private Sector Dev.
Coordination
Immunization/Child
Survival Therapy

Objective Number
1l 2 3 6 8 9 _11 _12

P
P
P
P s s
P
P
s P
P
P
P
P
P 5
S P
P
P 5
P S
P
P
P
P
P
P
8 1 4
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Objective Number
A .2 3 6 8 9 11 12

0341 Private Enterprise

Development : p
0343 Comm. Land Markets II P
0348 ASINDES PVO

Development Program s P
0351 Family Fish Pond

Development II (PVO) P
0353 Rural Electrification III P
0355 Guatemala Dairy Development P
0357 Improved Family Realth P S
0363 Agricultural Prod. &

Mktg. Ser. (AIFLD) P s
0364 Private Sector Bducation

Initiative S P
0371 Fiscal Admin, Improvement P s
0374 Basic Education

Strengthening P
0375 Micro-Enterprise

Development P
0377 Micro-Enterprise Promotion P
0378 Election System Support P
0379 Volcanic Hazards

Preparedness P
0380 Entrepreneurial Dev. (PVO) P
0381 Small Farmer Coffee P
0383 Special Project

Assistance Fund (PC) P
0384 Development Training

and Support P s
0386 Guatemala Strengthening

of Democracy 1/ P
0389 Land Purchase Fund (PV0) P S
0395 Natural Resource Mgmt. 5 P

ESF

0347 ESF Program - FY B6 P
0359 ESF Program - FY 87 P
0362 CAPS (CLASP I) s P
0369 Improved Admin. of Justice S P
0372 ESF Program - FY 88 P
0373 ESF Program - FY 89 P
0376 Guat. Judicial Dev. P
0385 ESF Program - FY 90 P
0386 Guat. Strengthening

of Democracy 1/ s P
0393 CAPS (CLASP II) s P
0394 ESF Program - FY 91 P 5

0398 Dem. Institution Support P
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Objective Number
1 2 3 6 8 9 11 12

P.L., 480
Title I, Regular S P
Title I, Section 108 5 P
Title II S P
Section 416 (Sugar set-aside) S P
Section 416 (SHARE) S P
HIG
004 Housing Investment
Guaranty P
TRADE CREDIT AND
INSURANCE PROGRAM P
REGIONAL
0002 Regional Admin. of
Justice P
0003 Regional Strengthening
of Democracy 2/ ' P
0011 Regional Training
AID Center II (RTAC) P
Hotes:

1/ Split funded.

2/ Activities covered under this project include the following: Cooperating
Grant Agreement with Boston University's Center for Democracy to streang-
then the legislative process, assistance to Human Rights Ombudsman Office
and strengthening of journmalism.

¢
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NEW PROJECT DESCRIPTION

(Amendment)
GOAL : Increase Agricultural Production
OBJECTIVE : To establish and expand the Penny
Foundation's voluntary land
purchase/sale program as a

self-supporting activity capable of
increasing agricultural productivity
and incomes of the rural poor, and to
identify and promote additional
instruments to increase production and
reduce pressure on agricultural land.

PROJECT TITLE Commercial Land Markets II

e

520-0343

‘e

PROJECT NUMBER

($000) FY 1990: $1,000 (G); Total
Amendment LOP: $2,500 (G)
Total LOP: $13,000 (G)

PROJECT FUNDING

FUNCTIONAL ACCOUNT ARDN

PURPOSE CODE 900

A. Relationship to A.I.D, Country Strategy/Objectives: N/A
B. Relationship to Host Country and Other Donors: N/A

C. n wi jcies: The amendment
is consistent with the Agency's policies regarding the private
sector's direct involvement in voluntary land market activities
based upon individual land titling. Credit for 1land purchase
and production will be provided at prevailing market rates.

D. Proiect Description: Commercial Land Markets II was
originally designed with two components: (1) a voluntary 1land
purchase/sale program implemented through a cooperative
agreement with the Penny Foundation; and, (2) a research
component with the University of Wisconsin Land Tenure Center
(LTC) to perform a baseline survey and long-term monitoring and
evaluation of the Penny Foundation program; study the general
property registry system and develop proposals for reform of
the registration process; and identify alternative strategies
to expand access to land. To date 6,257 hectares of land have
been purchased for sale to 1,731 landless or land-poor families
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with significant income increases per year for farms producing
nontraditional crops as well as coffee farms. LTC studies have
identified two alternative options for expanding land access
which will be developed under the proposed FY 1991 Rural Land
Financing project, and the Land Registry Office has formally
requested USAID assistance to modernize its titling operations
- a significant breakthrough given the property registry's
highly politicized leadership and long-entrenched, antiquated
mode of doing business which results in lengthy delays in
legally registering small land holdings.

The Penny Foundation 1is currently faced with a cash flow
problem resulting from its inability to obtain regulatory
approval from the Central Bank to issue mortgage bonds. Had
the bonds been issued, the Penny Foundation would have raised
approximately $2.5 million to date from this source. The cash
flow problem has been further exacerbated by accelerated
purchase of land, particularly coffee farms that have a slower
pay back than annual crops. A 1988 financial analysis of the
project undertaken by AID with contracted technical assistance
concluded that additional funds were required to enable the
Penny Foundation to resolve its present cash flow problem while
maintaining its planned level of 1land purchase (averaging 1,000
hectares per year) during the remaining 3-year LOP and its
program of production credit and technical assistance for new
land purchasers during their first five years on the land which
has been fundamental to the project's success. Results from
the FY 1989 cash flow review ({these are done annually in
August) will be wused to determine more precise financing
requirements in the PP Amendment.

Plans are underway to hire a 1local CPA firm and provide
contract technical assistance to the Penny Foundation to
improve its financial management and position the Foundation to
reach self-sustainability by project termination in 1992,
Simultaneously and in concert with the ESF-led Agriculture
Sector Program, assistance will be provided to upgrade the Land
Registry Office; the mortgage bond issue will be pursued with
the GOG and Central Bank; and feasibility studies will be
undertaken of NGO and commercial bank land purchase proposals
leading to development of an FY 1991 project (see Rural Land
Financing NPD).

Implementing Agencieg: The project is implemented by the Penny
Foundation, a Guatemalan PVO.

Method of Obligation: Funds will be obligated through an
amendment to the existing cooperative agreement with the Penny

Foundation.
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E. Mission Management: A PSC in the Office of Rural
Development will provide overall project supervision under the

direction of the Deputy Chief of the Office.

F. Potential Issues: Despite the impressive results achieved
by the Penny Foundation to date, land market activity continues

to be hindered by delays in the land registration process and
the lack of participation of the traditional financial sectors
in long-term financing of commercial land purchase and sale.

G. A.I.D./W IDY Support for Project Development: None required
H. Estimated PP Amendment Approval: September 1989
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NEW PROJECT DESCRIPTION

GOAL : Increase Agricultural Production

OBJECTIVE : To expand the sources of financing
available to the rural poor for
purchase of productive land.

PROJECT TITLE : Rural Land Financing

PROJECT NUMBER : 520-0389

PROJECT FUNDING : ($000) FY 1991: $1,500 (G); LOP:
$10,000 (G)

FUNCTIONAL ACCOUNT ARDN

PURPOSE CODE : 000

A. Relationship to A.I.D, Country Strategy/Objectives:

The project is consistent with AID's Policy Determination on
Land Tenure {PD-13), and the NBCCA's call to address
inequitable 1land tenure. It is directed at one of the
principal structural constraints to revitalizing Guatemalan
agriculture identified in the 1988 USAID agriculture strategy
and FY 91-94 CDSS Update. The project will expand
ocpportunities for voluntary 1land purchases/sale beyond the
limited scope of the current Commercial Land Markets II project
with the Penny Foundation in order to provide larger numbers of
land-poor and landless rural families with access to productive
land.

B. Relationship to Host Country and Other Donprs The project

is consistent with the GOG's Agrarian Policy Overview of
December 1986, which calls for a land market program, with a
broad sector of potential buyers including the landless. The
French Government is providing $16 million to the GOG for a
national cadaster, bhegun in 1987 and expected to terminate in
1992,

C. Conformance with Agency and Bureau Policies: The project

is consistent with Agency policies supporting private sector
involvement in voluntary land market activities based upon
individual land titling and the application of market interest
rates for land purchase and production credit financing.

D. Project Descriptign: Under the Commercial Land Markets II
Project with the Penny Foundation, research has been undertaken
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to develop alternative strategies to expand the land market
program and otherwise address the problem of micro-holdings and
landlessness in Guatemala. The proposed project will build on
this research by capitalizing a Land Purchase Fund to provide
financing to NGOs that would either act as intermediaries or
lend directly to enable existing NGO beneficiaries to acquire
land in their respective communities. The project will finance
required institutional support and technical assistance to
participating NGOs. NGOs will provide technical assistance and
arrange for production credit for program participants. An
umbrella organization will be utilized to coordinate 1land
market activities of individual NGOs, e.g., processing of loan
applications, loan documentation, and disbursement and
collection of loans.

Also under the CLM II project, USAID is financing a series of
workshops for representatives of the local financial community
to identify viable mechanisms to provide 1land purchase
financing for the rural poor. The final design of this project
component, which anticipates establishment of guaranteed lines
of credit in commercial banks for land purchase, will depend
heavily on the findings and conclusions of these workshops and
studies to be undertaken over the 1989-90 period.

1 i ies: The project will be implemented by
NGOs, through an umbrella organization, and by commercial banks.

i+ A cooperative agreement will be signed
with an umbrella organization to implement the NGO 1land
financing program. Contracting arrangements with commercial
banks will be determined during intensive review, drawing on
experience in commercial bank lending to small-scale producers
under the FY 1989 Small Farmer Coffee Project.

E. Mission Management: A PSC employee in the Office of Rural

Development will provide overall project supervision, under the
direction of the Deputy Chief of the Office.

F. PID and PP Approval: Bureau concurrence is reguested for
field approval of the PID and PP.
G. Potential Issues: Political sensitivity and risk inherent

in an expansion of USG involvement in land programs in
Guatemala.

H. AID/W___TDY Support for Project Development: To be

determined.
I. Estimated PID Approval: May 1990 PP _Approval; November

1990
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NEW PROJECT DESCRIPTION

GOAL : Increase Agricultural Production

OBJECTIVE : Strengthen public and private sector
institutional capacity to increase the
area of coverage and sustainability of
small farmer irrigated agriculture.

PROJECT TITLE : Irrigated Agriculture Support

PROJECT NUMBER : 520-0392

PROJECT FUNDING : ($000) FY 1991: $1,500 {G); LOP:
$7,500 (G)

FUNCTIONAL ACCOUNT : ARDN

PURPOSE CODE : 000

A. Relati i D ntr i ives:

The project directly supports the Mission CDSS goal of basic
structural reforms for rapid and sustained economic growth by
focussing on agriculture as the productive sector which can
best contribute to broad-based, self-sustaining growth. The
1988 Mission agricultural strategy identified irrigation as a
primary means for effecting the transition from traditional
subsistence to commercial diversified agriculture. Recent data
analysis confirms a 35-40 percent annual return on small farmer
irrigation based on increased crop yields, ability to grow a
wider variety of crops, and capacity to produce more than one
crop per production year. The ESF-led Agricultural Sector
Program also has identified the irrigation sector as an area of
focus with targets set for formulation of a new Water Law and
completion of an Irrigation Sector Assessment leading to
development of a National Irrigation Master Plan.

B. Relationship to Host Country and Other Dongors: The GOG has

identified the expansion and improved management of irrigated
land as one of the top priorities wunder its 1989-1992
Agricultural Development Plan. Other donors such as the IDB,
Italy, and Japan are financing investments, totalling over $88
million, for construction of generally medium-size irrigation
systems. The proposed project will complement thesge
investments by strengthening GOG institutions, primarily the
National Irrigation Directorate (DIRYA), responsible for all
irrigation systems in Guatemala other than mini-riego.
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C. wi Bur icies: Protection of
the environment will be directly addressed by the incorporation
of environmental criteria into system site selection and
current system operations.

D. Project Description: The Project will focus on
strengthening the institutional <capacity of the GOG and
increasing the participation of the private sector in
rehabilitating existing systems and undertaking an expansion of
the land area under irrigation.

The GOG and other donors have over $100 million tentatively
available to expand the area under irrigation by 55,000 has. by
1991. Of this amount, the equivalent of $17 million is from
local currency generations from previous PL 480 Title I and
Section 416 programs and the remainder from donations or loans
from the IDB, 1Italy, and Japan. In addition, feasibility
studies are currently under way for new systems on an
additional 65,000 ha. for construction after 1991. However,
the institutional capacity to plan and implement this ambitious
program does not presently exist.

The six-year project will focus on the following:

(1) Institutjonal Strengthening -~ Assistance will be provided

to the Ministry of Agriculture to strengthen its irrigation
policy and planning capability. As agreed to under the FY 1989
ESF program, an AlD-contracted Irrigation Sector Assessment
will be completed in the fall of 1989 followed by development
of an Irrigation Master Plan. Under the project, technical
assistance will be provided to help formulate a policy
framework to support sustainable irrigated agriculture
including development and adoption of a new water management
law to establish priorities for water use in Guatemala.

The project will also provide TA, training and equipment to
enable the National Irrigation Directorate (DIRYA) to
efficiently develop and carry out GOG irrigation strategy, and

undertake feasibility studies {engineering, economic,
environmental, and social), or supervise their execution by
private sector organizations, for construction of

medium-to-large irrigation systems for small farmers. The
project will help to assure that the systems are selected on a
rational basis so0o as to maximize the productive use of
financial and natural resources available to the GOG.
Participation of the private sector in the design and
construction of these irrigation systems will be promoted under
the project.



- 130 -

(2) 0d ion rketin r - beneficiaries of the new
systems will be taught the technology most economically
appropriate and environmentally sound for the crops grown and
will be provided with access to appropriate market information
systems and marketing mechanisms available through the GOG and
the private sector.

(3) Water Users Associations -~ to promote the organization of

irrigation beneficiaries as a foundation for full,
self-sufficient system operation and maintenance.

Activities Outputs

- New hectares placed under irrigation

- Existing systems rehabilitated

~ Water users associations formed

- ‘Increased number of small farmers irrigating
their land

- Increased production from irrigated agriculture

- Policy development activities carried out

Implementing Agencies The project will be implemented by the
Ministry of Agriculture. It will also work with the Ministry

and the cooperative sector in organizing farmer associations
and water users groups.

K X

M d of ligation: A Handbook 3 grant to the Ministry of
Agriculture.

E. Mission Management: A  USDH employee in the Rural
Development Office will assume overall responsibility for

project monitoring.

F. PID and PP _ _Approval: USAID/Guatemala  requests Bureau
concurrence for field approval of the PID and PP,

G. Potential Issues: HNone.

H. ID/W___ TDY or for Proi Devel : To be
determined.

I. Estimated PID Approval: October 1990 PP Approval: April
1991
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NEW PROJECT DESCRIPTION

{Amendment )
GOAL : Increase Agricultural Production
OBJECTIVE : To enhance the capability of Guatemalan
cooperatives to effectively provide
investment financing and support

services to small farmers.

PROJECT TITLE Cooperative Strengthening

PROJECT NUMBER 520-0286

($000) FY 1990: $2,000 (G); Amendment
LOP: $5,000 (G)
Total LOP $16,000 (G)

PROJECT FUNDING

FUNCTIONAL ACCOUNT ARDN

PURPOSE CODE 000

A. Relationship to A.I.D. Country Strategys/Objectives: N/A
B. Relationship to Host Country and Other Donors: N/A

C. Conformance with Agency and Bureau Policjes: The project
is in compliance with Agency guidance concerning the
development of democratic institutions, cooperatives and
financial systems development. All credit funds under this
project will be loaned at market rates.

D. Proijiect Description: Rural cooperatives in Guatemala have

a broad geographical base and are the only institutions readily
accessible to many small farmers and land-poor campesinos.
Rural credit unions and agricultural cooperatives already
provide a variety of services to members, including
agricultural input supply, technical assistance, marketing and
processing assistance, and credit.

The Cooperative Strengthening Project is currently working with
six cooperative federations and their affiliates to improve
their performance as profitable enterprises. The planned
amendment to this project will broaden the scope of the project

to:
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(1) Establish a pilot credit program specifically dedicated to
the purchase of 1land, permitting federated and non-federated
cooperatives and farmers association members to increase their
holding size through improved access to 1land markets and
provision of medium- and long-term financing at prevailing
commercial interest rates.

The expanded credit program will be initiated with selected
federated and non-federated cooperatives and farmers'
associations identified as possessing effective operational
policies, sound financial management and a rural orientation in
service delivery. These organizations will determine member
eligibility for 1land purchases, establish the terms and
conditions of the loan agreements, and bear the credit risk.
Cooperative participants and farmer beneficiaries will be
closely monitored to assess the potential of expanding the
program and c¢reating self-sustaining land-purchase mechanisms
through the cooperative movement.

(2) Include non-federated cooperatives and farmers associations
currently assisted under the Agribusiness Development Project
which terminates in March 1990. The mid-term evaluation (late
1987) of Agribusiness Development strongly recommended that
assistance to cooperatives and farmer associations be continued
for a minimum of three years beyond the PACD. This amendment
will provide technical assistance and management support to
improve production, post-harvest handling, and marketing of
non-traditional agricultural export products in accordance with
a timetable and plan for self-sustainability to be established
by mid-1989,

E. Implementing Agencies: The implementing agency will be the
National Federation of Savings and Loan Cooperatives (FENACOAC).

F. Meth £ ligation: Funds will be obligated through an
Amendment to the Cooperative Agreement with FENACOAC per
Handbook 13.

G. Mission Management: Under the direction of the Deputy
Chief of the Rural Development Office, a USDA PASA employee
will have overall responsibility for project monitoring
including supervision of a U.S. technical assistance team and
its Guatemalan counterparts.

H. PP_ Amendment Approval: USAID/Guatemala regquests Bureau
concurrence for field approval of the PP Amendment which will
include an estimated first-time, 17-month extension of the PACD
to December 1992.
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I. Potential Issues: Political sensitivity and risk inherent
in an expansion of the Mission's involvement in 1land
distribution in Guatemala.

J. j velopment: TDY assistance
from LAC/DR/RD is contemplated during the intensive review of
the proposed amendment.

K. Estimated PP Amendment Approval: December 1989
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NEW PROJECT DESCRIPTION

GOAL H Stabilize Financial Structures

OBJECTIVE : To achieve external and internal
balance consistent with progress toward
a real GDP growth target of 4.5% by

1990,

PROJECT TITLE : Economic Stabilization/Structural
Adjustment

PROJECT NUMBER : 520-0385

PROJECT FUNDING : ($000) FY 1990: $77,400 (G)

FUNCTIONAL ACCOUNT : Economic Support Funds (ESF)

PURPOSE CODE : 990

A. Relationship to A.I,D, Country  Sktrategy/Objectives: The

proposed FY 1990 ESF program is part of a multi-year balance of
payments assistance effort to achieve medium-term objectives of
growth and agriculture sector development, consistent with both
NBCCA and Mission strategy for Guatemala. The program will
assist the Guatemalan government to undertake policy reforms to
stabilize the economy and to stimulate growth through greater
saving and investment. The inclusion of the agricultural
sector as part of the FY 1990 ESF program meets the CAI mandate
to focus increasingly on sector growth programs as the
Guatemalan economy stabilizes. The development objectives of
the strategqy will be furthered through programming of 1local
currency and through protection of Guatemala's public
investment budget in support of productive infrastructure and
small-farm production.

B. Relationship to Host Country and Other Donors: USAID's ESF

program continues to play a central role in helping Guatemala
meet its stabilization and structural adjustment goals and
economic growth predicated on a soundly planned and efficiently
executed public investment program; increased private sector
saving and investment; and a reactivated agriculture sector.
Other donor support includes an 18-month IMF stand-by agreement
signed in July 1988 and presently being renegotiated. In
addition, the GOG is discussing a sectoral adjustment loan (to
strengthen nontraditional exports) with the World Bank, which
would also offer significant balance-of-payments assistance in
both 1989 and 1990.
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C. Conformance with Agency and Bureau Policies; The proposed

FY 1990 program complies with Agency and LAC Bureau cash
transfer policies, including recent guidance on utilization and
monitoring of local currency.

D. Project Descriptijon: The FY 1990 ESF program will provide

a grant cash transfer to the Government of Guatemala to (1)
sustain Guatemalan policy progress in maintaining economic
stabilization, structural adjustment, and growth; (2) aid in
meeting balance of payments financing gaps; (3) support a
strong agricultural sector impetus with emphasis on small
farmer production; (4) assist in realization of Guatemala's
development objectives through local currency programming 1in
the areas of public sector infrastructure in support of private
investment, and delivery of social services to Guatemala's
least-advantaged groups.

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. While 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 foreign exchange needs
until the 1990s. The ESF program is critical in assisting
Guatemala to meet its target rates of GDP growth and has
resulted in modest, but growing, increases in real per capita
income.

Second, Guatemalan economic prosperity depends on continued
commitment to sound economic management and to policies which
reduce structural disincentives to export and investment. The
ESF program will seek to support positive policy progress in
these areas. Key areas of policy conditionality will be (1) an
economic program conducive to attaining growth and external
balance over the medium term; (2) commitment to achievement of
higher levels of execution of the Core Development Budget; and,
(3) introduction of policy reforms in the agriculture sector.

Finally, Guatemalan development has suffered from years of
chronic underspending in economic and social infrastructure. A
significant portion of ESF local currencies will be directed to
budget support in this area within the framework of a Core

Development Budget.
Implementing Agencies: Ministry of Public Finance, Bank of

Guatemala, and Ministry of Agriculture.
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Method of Obligation: Handbook 4 cash transfer agreement.

E. Mission Management: The Office of Economic Policy and
Analysis has lead responsibility within the Mission for the ESF
program, particularly on development and monitoring of policy
conditionality. Because the ESF program has moved increasingly
toward an agriculture sector focus, USAID's Office of Rural
Development now has a greater role in development and
monitoring of policy conditionality and local currency
programming. The Program Office coordinates the programming of
local currency generations, and the Controller's Office is
responsible for tracking both ESF dollar uses and local
currency utilization through a new unit established in the
Mission in late 1987.

F. Special Regquest: None.

G. Potential Issues: The Mission has developed a strategy to
better 1link ESF and sectoral policy dialogue. Key areas of

concern are agricultural credit and investment, government
capacity to implement projects, and budgetary allocations to
the Ministries of Education, Agriculture and Health. A
continuing issue on the 1local currency side is the very real
problem of identifying acceptable mechanisms for channeling LC
resources to private sector programs. Failure to resolve this
issue satisfactorily will 1lead inevitably to use of sgcarce
dollars, particularly in the already-pinched PSEE account.

H. A,I.D./W TDY r for Proj Dev : None
required.
I. Estimated FY 1989 Concept Paper Approval: December 1989

Estimated FY 1989 PAAD Approval: March 1990
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NEW PROJECT DESCRIPTION

GOAL Manage and Preserve Natural Resources

To promote the productive, sustainable
use of natural resources and the
long-term protection of biological
diversity in Guatemala.

OBJECTIVE

PROJECT TITLE Natural Resources Management

PROJECT NUMBER 520-0395

PROJECT FUNDING ($000) FY 1990: $2,000 (G) LOP: $10,500

FUNCTIONAL ACCOUNT : ARDN
PSEE
PURPOSE CODE : 100
A. Relationship to A.I,D, Country Strategy/Objectives: The

project will comply closely with the A.I.D. Policy Paper on the
Environment and Natural Resources, and will directly support
Amendments 118 and 119 of the Foreign Assistance Act, which
promote the protection of tropical forests and biodiversity in
A.I.D. projects. This proposed project complies closely with
the environmental and natural resources action priorities
established in the Mission Country Development Strategy
Statement, Action Plan, Agriculture Sector Development
Strategy, and the Central America Regional Strategy on
Environmental and Natural Resource Management.

Immediate and 1long-term conservation of natural resources
including protection of tropical forests and biodiversity is
required to support USAID efforts to increase and diversify
agricultural production in Guatemala and for sustained growth
in the sector. The project will build on and complement
watershed and pest management, soil conservation, a
conservation data base, and environmental education activities
being supported wunder Highlands Agricultural Development,
Development Training and Support, and PD&S funds.

B. Relationship to Host Country and Other Donorg: The project

supports a growing body of GOG programs and policies designed
to promote prudent management of Guatemala's deteriorating
natural resource base imperative to the country's sustainable
economic development. Project activities will also be
coordinated with and complement ENR activities of multilateral
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and other bilateral donors. The 1IDB, UNDP, OAS and the
Governments of Germany, Mexico, and Israel either have or are
planning environmental and natural resocurce conservation
activities for Guatemala.

C. Conformance with Agency and Bureau Policiegs: The project
will support private sector environmental agencies in Guatemala
and participation of U.S. NGOs in implementing the project.

D. Project Description: The four-year project will address
three critical natural resource problems: deforestation, loss
of bicdiversity, and watershed degradation. Specific

components will be developed based in part on the findings and
recommendations of the recently completed Tropical Forest and
Biodiversity Assessment, the Tropical Forest Action Plan being
financed with FY 1989 PD&S funds, and an Irrigation Master
Plan, partially financed with PL 480 Title I local currency,
which will include specific watershed management measures.

The project will assist in protecting Dbiodiversity by
establishing new protected areas and in improving management of
existing areas; promote policy reforms related to productive,
sustainable use of biological resources; strengthen
institutions, public and private, responsible for natural
resource management in program planning and implementation;
support expanded environmental and natural resource education
and training; and finance priority field research on the
protection and sustainable use of natural resocurces. FEmphasis
will be given to immediate, productive activities - e.qg., to
halt deforestation currently estimated at 90,000 hectares per
annum, increase so0il conservation and control pesticide use;
and support effective implementation of new forestry and
protected areas laws - and establishing an institutional and
policy foundation for 1long-term Guatemalan commitment to
natural resource conservation and management.

Implementing Agencies: The National Environmental Commission
(CONAMA) and the Center for Conservation Studies (CECON), will
serve as primary implementing agencies for the project.

Method of Obligation: Funds will be obligated under HB 3 and
HB 13 agreements, based on the final mix of public and private
sector implementing agencies.

E. Mission Management: The project will be managed by a USDH
in the Office of Rural Development, assisted by contracted
forestry, environmental and conservation education specialists.

F. PID and PP Approval: Bureau concurrence is requested for
field approval of the PID and PP,
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G. Potential Issues: The political sensitivity of balancing

natural resource exploitation interests with conservation needs.

H. AID/W _TDPY Support for Project Development: To Dbe
determined.

I. Estimated PID Approval: August 1989; PP Approval: March

1990
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NEW PROJECT DESCRIPTION

GOAL : Wider Sharing of the Benefits of Growth

OBJECTIVE : To improve access to and utilization of
effective health and environmental
sanitation services which directly
address the priority health needs of

children under five and the
reproductive risks of women in fertile
age.

PROJECT TITLE : Improved Family Health

PROJECT NUMBER : 520-0357

PROJECT FUNDING : {($000) FY 1991: $7,000 (G); LOP: $37,500

FUNCTIONAL ACCOUNT

Child Survival
Population Planning
Health

PURPOSE CODE : 400/500

A. Relationship to A.I,D, Country Strateqgy/Objectives:
Guatemala is a designated Child Survival-emphasis country, and
this new sector assistance project is consistent with NBCCA and
Agency strategy and objectives in this area, and fully complies
with the FY 1991-94 CDSS Update and Action Plan objectives.
The Child Suvival interventions directly address reductions in
infant mortality and increased access to voluntary family
planning services. The main thrust of the Mission's program is
to establish the conditions that will generate growth so that
there will be benefits to Dbe shared. While this process
occurs, resources -- financial and technical -~- must be
provided to promote significant increases in access and
utlization by Guatemalan families of health services, including
environmental sanitation services, provided by public and
private sector agencies.

B. Relationship to Host Country and Qther Donorsg: The GOG is
firmly committed, as enunciated in the concept of “social
debt," to improving the quality and distribution of social
services to all Guatemalans. The Pan American Health
Organization, UNICEF, IDB, European Economic Community, UN Fund
for Population Activities (UNFPA) and a number of bilateral
donors have ongoing or planned assistance efforts in child
survival, water and sanitation, and family planning. In
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addition, the World Bank is considering a $20m. health sector
program based on a health sector assessment planned in 1989
with which the Mission will closely collaborate at the Bank's

request.

C. wi A B icies: Public sector
institutions will be strengthened through planning and
management improvements to their program support systems. The
private sector will have a strong role in augmenting GOG
capacity to deliver appropriate, high quality services at
reasonable costs to currently underserved or unserved
populations.

D. Project Description: This health sector project will

assist public and private health and family planning agencies
in carrying out services and information delivery which will
significantly improve the health status of Guatemalan families
during the decade of the 1990°'s. It is conceived of as a
10-year program to be implemented in two roughly equivalent
five-year phases. Authorization of Phase II will be contingent
upon a comprehensive evaluation in year five or six. The
project represents a consolidation of three on-going projects -
in child survival, family planning, and water and sanitation -
which have a total combined LOP of $58m. and which have been
modified beginning in 1988 to set the stage for the proposed
sector project.

Public and private sector agencies will implement, in an
integrated and coordinated fashion, Child Survival
interventions including: Oral Rehydration Therapy, Diarreal
Disease Management, Immunization, Growth Monitoring, Acute
Repiratory Infections, Improved Birth Management, Reduction of
Reproductive Risk, Birth Spacing and improved access to water
supply and sanitation services. The project will assist the
institutions involved in improving the management support
systems necessary to ensure efficient and effective
implementation of a National Child Survival Program. Major
project components are as follows:

1. i vi hi rvival component will
provide financial and technical assistance to both public and
private agencies for implementation of Child Survival and water
supply/sanitation interventions.

2. Under the Management Improvement component, assistance will

be provided to private sector agencies and the Ministry of
Health to improve their capacity to plan, manage and evaluate
primary health care, water supply and sanitation and child
survival programs. Specific areas of management improvement to
be addressed include: supply and medical logistics; health
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program planning and budgeting; operations research and program
evaluation; and, information systens.

3. The Information, Education and Commupication (IE&C)
component will strengthen the <capability of implementing
agencies in using modern social communications techniques ¢to
promote adoption of primary health care and c¢hild survival
practices by the target population.

4. The Health Education and Training component will assist all
agencies by supporting training activities in specific
technical areas as well as skills upgrading in such areas as
supervision, personnel management, communications skills, and
information management.

Activities: Output

Expansion of MOH facilities providing full
range of temporary voluntary contraceptive
and maternal health services 1,000

Expansion of private sector agencies provid-
ing child survival services, including birth
spacing 50

Implementation of decentralized management
system throughout the public health system XX

Implementation of integrated, coordinated social
communications program to promote utilization of
health services using both Spanish and Mayan languages XX

A functional bottom-up program planning process
established in the Ministry of Health XX

Service provider training in both technical and
management skills 5,000

Communities with new water supply systems and
sanitation services 250

Implementing Agencies: The project will be implemented by the
Ministry of Health, the Guatemalan Social Security Institute,
the International Planned Parenthood affiliate (APROFAM), a
contraceptive social marketing firm (IPROFASA), the Guatemalan
Association for Family Life Education (AGES), and a private
sector umbrella mechanism which c¢hannels financial resources
and other support services to rural NGO health care providers.
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Method of QObligation: Handbook 3 bilateral agreement with the
Ministry of Health and Handbook 13 grants or cooperative

agreements with private sector implementing agencies.

E. Mission Management: A USDH in the Office of Human
Resources Developpment will assume overall responsibility for
management of all project activities, assisted by one USDH,
three PSCs and two FSN employees. Day-to-day implementation of
the water and sanitation component will be managed by an FSN
engineer in the Project Development and Support Office.

F. PID and PP Approval: USAID/Guatemala  requests Bureau
approval of a delegation of authority to the Mission Director

to approve the PID and PP for a proposed LOP in excess of
currently delegated field authority.

G. Potential Issues: (1) Absorptive capacity of the Ministry
of Health; {2) Degree of GOG commitment to equitable
distribution of health services to Mayan speaking populations;
and, (3) continued GOG acceptance of participation by private
agencies in delivery of basic health services; and, (4)
Ministry of Health willingness to integrate appropriate health
education into its environmental sanitation programs.

H. I >4 T Proj v m : Two
person/weeks of LAC/DR/HN consultation during final stages of
PID preparation to ensure conformance with Agency/Bureau
policies. PP requirements to be determined following PID
review and aproval.

I. Estimgted PID Approval: September 1990 PP Approval: June
1991
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NEW PROJECT DESCRIPTION

GOAL : Promote Democracy and Strengthen
Democratic Institutions

OBJECTIVE : To strengthen: (1) the human resource
base of Guatemala, thereby ensuring the
leadership and technical skills needed

for progressive, balanced and
pluralistic development, and (2) the
mutual ties of friendship and

understanding between the United States
and Guatemala.

PROJECT TITLE : Guatemalan Peace Scholarships (CAPS II)
PROJECT NUMBER : 520-0393
PROJECT FUNDING : ($000) FYy 19990: $7,000 {G):; LOP:

$37,000 (G)

FUNCTIONAL ACCOUNT : Economic Support Funds (ESF)

PURPOSE CODE : g800

A. Relationship to A,I.,D, Country Strateqy/Objectives: The
Peace Scholarship program is a major U.S. Government
Scholarship Diplomacy Initiative recommended by the National
Bipartisan Commission on Central America (NBCCA). The U.S.

Congress has mandated the program to promote democratic
processes, counter a high level of Soviet Bloc efforts, improve
technical skills, and strengthen leadership. This follow-0on
bilateral project complies closely with the Mission CDSS,
Action Plan, and complements Mission project activities in all
key sectors.

B. Relationship to Host Country and__Other Donors: The
Government of Guatemala 1is committed to strengthening its
democratic institutions and processes and to give all
Guatemalans an opportunity to contribute to and share in the
social, economic and political growth of the nation. The GOG
views this program as a proven means of increasing
participation of the rural and disadvantaged population in the
country's development and democratization processes.

C. Conformance with Agency and Bureau Policies: The project
will provide opportunities for strong participation of selected

individuals from the Western Highlands (USAID/G's key target
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group) in programs complementary to the Mission's project
portfolio. The project will be responsive to overall policy
and Bureau guidance, e.g., cost containment, use of the
training cost analysis system, HBCU placement. Use of 8(a)
firms will be made for selected components.

D. Project Description: The Project will offer Guatemalan

Peace Scholars to leadership-quality individuals selected
primarily from the rural areas and provide them with
significant exposure to the democratic process and its daily
underpinnings that characterize 1life in the United States.
Academic and/or technical training opportunities will also be
provided in priority development fields complementing the
Mission's program.

Key to the success of CAPS I was the ¢trainee selection
process. The follow-on bilateral project (FY 90-94) will
continue to target individuals and groups who have
traditionally lacked access to training in the United States.
Trainees will be selected based on demonstrated or potential
leadership, economic need and membership in special concern
groups (such as indigenous and minority populations, women, the
rural poor and youth). Education sector personnel, especially
in bilingual and multi-grade classroom situations will be a key
target group and training in environmentally related areas will
increase substantially. Emphasis will continue to be placed
on micro- and small-businesses, rural health workers,
cooperative and other rural 1leaders (including 4-H and Scout
members and leaders). A minimum of seventy percent of trainees
will come from disadvantaged groups; fifty percent of trainees
will be women.

The Project will focus on four major activities:

(1) U.S8, Training: U.S. training will be provided to 3,400
Guatemalans from FY 90-94, The project's active life may be
one year longer to permit completion of training for FY-94 new
starts and to provide time for a final evaluation. Long-term
training (27% of trainees/900 individuals) will consist of
undergraduate or technical training, ©primarily through a
one-year U.S. program. These programs will last a minimum of
two academic semesters (9 months). Short-term training (73%,
2,500 individuals) will last a minimum of five weeks to nine
months.

(2) Combination in-Guatemala/in-U.S. programs. Some of the
3,400 trainees will be programmed for combination training,
j nt wi idance. These programs have proven to

be cost-effective, popular with Guatemalan universities and
institutions and with program trainees. Combination programs
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have an institutional strengthening impact that individual
trainee selection modes do not have.

(3) Experience America. U.S. familiarization activities will
be continued for all trainees. This component provides the
Peace Scholar with the opportunity to get to know U.S. citizens
and institutions both professionally and personally though
internships, homestays and contacts with c¢civic and community
groups. As important as the Peace Scholar learning about North
American values and institution is their teaching U.S. citizen
about Central American {(Guatemalan) wvalues and institutions.
Experience America is a two-way process,

(4) The Mission will continue to offer in Guatemala follow-on
activities and training for all Guatemalan Peace Scholars, and,
through the CAPS Alumni Association, will continue to offer
special project funding for returned trainees wusing non-CAPS
funding sources. A newsletter, CAPS meetings and conferences
and other services will also be continued under the project.
The Mission will wuse alumni for orientation and other
selection/follow-on activities and will continue to strengthen
the association (ASOPAZAC) and other local groups such as
Jovenes para Guatemala which c¢an provide services to the
program. The project will continue to send job-related
informational materials to long-term trainees in the U.S. and
will increase Jjob preparation and placement services for
returnees,

Implementing Adgency: The Government of Guatemala's General
Secretariat of the National Planning Council (SEGEPLAN) and
Partners for Internatioanl Education and Training (PIET) for
programming and placement services in the U.S.

Method of Obligation: Handbook 3 Project Agreement.

E. Mission Management: The Deputy Chief of the Office of
Human Resources Development will have overall responsibility
for project monitoring, with the day-to-day implementation
assistance of an FSN Training Officer. A broad-based project
committee for all Mission training activities will work under
the leadership of OHRD's Deputy Chief.

F. PID and PP Approval: The Mission requests Bureau approval
of a delegation of authority to the Mission Director to approve
the PP for an LOP in excess of current $20m. field LOP
authority.

G. Potential Issues: Clear definitions of policy related to
in-country activity and program mix {(short-term vs. long-term
training) are required. Mission assumes that the
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AID/W-prepared generic PP will address these and other
related to bilateral Peace Scholarship programs.

H. A.I.D./W_TDY Support for Project Development:
required.
I. PP Approval: August 1989

issues

None
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NEW PROJECT DESCRIPTION

GOAL : Promote Democracy and Strengthen
Democratic Institutions

OBJECTIVE : To strengthen the legislative and
electoral processes required to

institutionalize democracy in Guatemala.

PROJECT TITLE : Democratic Institutions

PROJECT NUMBER : 520-0398

PROJECT FUNDING : ($000) ¥y 1990: $2,000 (G); LOP:
$3,600 (G)

FUNCTIONAL ACCOUNT : Economic Support Funds (ESF)

PURPOSE CODE : 900

A. Relationship to A.I.D, Country Strategy/Objectives:

A.I.D.'s strategy under Policy Determination No. 12 includes a
call for projects that improve the functioning of democratic
institutions, including the strengthening of the 1legislative
and electoral processes and institutions. Strengthening
democratic institutions is one of the four major programmatic
goals of the USAID/Guatemala Country Development Strategy and a
key Action Plan and NBCCA objective. The proposed project will
complement efforts under other USAID/Guatemala projects {e.qg.,
Administration of Justice, Central American Peace Scholarships)
in support of the objective.

B. Relationshi to Host ntr nd Other Donors: The GOG,
through its Presidential memorandum of March 19, 1987,
articulated the importance of strengthening democratic
institutions and processes. To this end, it allocates
substantial resources from its annual budget to these areas.
No other donor 1is providing significant assistance either to
the Guatemalan Congress or the Supreme Electoral Tribunal.

C. Conformance with Agency and Bureau Policieg: The project
will have opportunities for private sector involvement in
providing technical assistance, training and commodities. Gray
Amendment procurement will be determined during intensive
review.

D. Project Description: This three-year project will
consolidate two projects - one directed at strengthening the
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legislative process, the other at supporting the electoral
system - which will terminate in FY 1989. Primary emphasis
will be given to strengthening legislative staff and committee
operations by upgrading library/research facilities and
information and budgeting systens, and through training
seminars and observational visits for Congressional members and
their staffs. A mid-1989 evaluation of the current legislative
assistance project will be used in designing this follow-on
project. Assistance will also be provided to complete
protection of the Supreme Electoral Tribunal's electoral
registry and train Tribunal staff and election officials.
Commodities may be provided, if GOG resources prove
insufficient, for the 1992 municipal elections. The need for
possible additional assistance to the Office of Human Rights
Ombudsman will also be examined during intensive review.

Activitijeg Outputs

- Congressional staff trained
- General Staff
- Committee Staff

- Word processing/PC systems in place at the
National Congress

- High volume reproduction system in place
at the National Congress

- Improved Congressional budgetary and financial
controls adopted

- Internal/external legislative information
systems in place

- Improved legislative library and research
operations in place

- Seminars and Observational visits for Deputies
and Congressional staff

- Improved Voter Registration/Record Storage System

- Computer/Electoral training programs for
Tribunal staff

- Commodities procured for 1992 Municipal Election

- Election and Registration Workers Trained

MM X M M M XM MW MM

Inplementing Agencies: The project will be implemented through

two independent agencies of the Government: the Congress and
the Supreme Electoral Tribunal.

: Handbook 3 bilateral agreements will be
signed with the two implementing institutions.

E. Mission Management: The Deputy Chief of the Human

Resources Development Office will have overall IESPOHSIblIltY
for project monitoring, assisted by a U.S. personal services
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contractor who will have day-to-day implementation management
responsibilities for the project.

F. PID and PP Approval: USAID/Guatemala requests Bureau
concurrence in Mission approval of the PID and PP,

G. Potential Issues: Political sensitivity or risk that
efforts may be perceived as supporting partisan interests or as
USG interference in the internal political system of Guatemala.

H. A.I.D./W TDY Support for Project Development: To be
determined.

I. Estimated PID approval: November 1989 PP_approval: April
1990.
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NEW PROJECT DESCRIPTION

(Amendment)
GOAL : Promote Democracy and Strengthen
Democratic Institutions
OBJECTIVE : To improve the capacity of the

Guatemala judicial system to provide
fair, effective, and accessible service
nationwide.

"

PROJECT TITLE Improved Administration of Justice

520-0369

PROJECT NUMBER

($000) FY 1991: $2,000 (G); Amendment
LOP: $7.,000 (G)
Total LOP: $12,000 (G)

*.

PROJECT FUNDING

FUNCTIONAL ACCOUNT Economic Support Funds (ESF)

901

PURPOSE CODE

A. Relationship to A.I1.D. Country Strateqy/Objectives: N/A

B. Relationshi H r Don : N/A
C. Conformance with Adgency and Bureau Policies: Although the

project's principal focus will continue to be the public
judicial sector, the amendment will seek to draw on and
strengthen private legal organizations, e.g., the Guatemalan
Bar Association and University Law Schools. Gray Amendment
procurement opportunities will be determined during intensive

review.

D. Project Description: This five-year amendment will

complete ongoing activities and develop activities that were
planned, but not funded, during the intensive review of the
project in FY 1988. 1In general, the amendment will provide for
broader program support required to reach the 1long-term
objective of establishing self-sustaining democratic

institutions in Guatemala.
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Activities Qutputs
First Phase (1988-1991):
- Individual trained 2,000
- Court systems' planning, personnel,

finance, and other functions improved X
- Improved system of collecting and dissemina-

tion legal information X
- National Justice Commission strengthened X

Second Phase (1991-1996):

- Additional analytical work performed and
related workshops held

- Improved performance of the investigation
and prosecution functions of the Attorney
General's Office (Ministerio Publico)

- Improved criminal defense system

- Improved public understanding and perception
of the criminal justice system

- Further implementation in court system
administration *

™

N

Implementing Agencies: The Supreme Court and the Public
Ministry (Attorney General's Office) and private organizations,
such as the Bar Association and the law faculties, will
implement the amended project.

Methods of Obligation: Handbook 13 agreements with NGOs and
Handbook 3 bilateral agreements with GOG agencies.

E. Mission Management: USAID/Guatemala has organized and
staffed a specific unit with U.S. and Guatemalan PSCs for
Democratic Initiative activities. This unit, inter alia, is

responsible for the Administration of Justice Project and is
supervised by the Deputy Chief of the Office of Human Resources
Development.

F. PID and PP Approval: USAID/Guatemala  requests Bureau
concurrence in field approval of the Project Paper Amendment.

G. Potential Issues: Although U.S. assistance in the judicial
sector has been welcomed, Guatemalan leadership and ownership
of the project will remain of paramount concern to the
Mission. This will be particularly important as the project
moves into its second phase in which a number of new activities
dealing with highly sensitive issues and institutions are
planned. Effective coordination of an expanded program will be
a second key concern.
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2. Food Aigd

Relationship to Misgion Strateqy

USAID's P.L. 480 Title I and Title II programs repre-
sent key development resources for the Mission in carrying out
its strateqy for assisting the Government of Guatemala to re-
store economic stability and promote broad-based long-term
economic growth, The combined value of the two programs is
around $54 million or 20 percent of the Mission's total program
during the Action Plan period. The magnitude of this resource
and its importance to the Guatemalan economy argues for its
careful integration with other resources to ensure its ef-
fective programming and use. A separate food aid strategy is
in draft and is expected to be completed shortly.

Food aid programs play a significant role in achiev-
ing most of the Mission's development objectives, but espe-
cially those of stabilizing financial structures, increasing
agricultural production, and improving health and child surviv-
al. Title I resources have provided Guatemala with needed
balance of payments support and essential food imports. As-
sociated 1local currency has been used to support mutually
agreed upon development activities to increase agricultural
production, improve health and increase educational op-
portunities. The Title II programs operate through the U.S.
PVOs, CARE and Catholic Relief Services, and are used to ad-
dress Guatemala's priority health/nutrition needs, assist in
the development of its human resources, and expand programs of
natural resource conservation and management., Details on the
specific programs and their objectives can be found in the
Title II FY 199%0-1992 Multi-Year Operational Plans currently
being prepared by CARE and CRS.

Country Food Situation

Reports from the U.S. Department of Agriculture (both
its Economic Research Service and U.S. Embassy's Agricultural
Attache's CERP reports) indicate that basic food grain produc-
tion has not increased substantially in Guatemala over the past
several years (except perhaps in soft wheat), in spite of the
fact that the Government 1is pursuing a vigorous policy to make
Guatemala self-sufficient 1in food grains--especially corn.
Guatemala's rapid population growth (2.9% annually) has gener-
ated a growing demand for corn, the rural population's basic
staple, that has outstripped increases in 1local corn produc-
tion, Good harvests during the 1987/1988 crop year, and
expected again this crop year, will help meet overall needs,
but they are due more to good weather conditions and area
expansion than yield advances or better pricing policies.
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Widespread chronic malnutrition continues to be a
serious problem for a large percentage of Guatemalan citizens.
Recent survey findings show that more than 30 percent of Guate-
malan children under six suffer from moderate or severe mal-
nutrition. Estimates of growth stunting from chronic under-
nutrition exceed 80 percent, with the incidence of all nutri-
tion deficiencies highest among indigenous communities in the
rural highlands.

Further complicating the food grain supply and demzand
gap are foreign exchange shortages. Additional basic grain
imports will only further reduce international reserves which
are needed to maintain economic stability and import needed
capital goods to sustain economic growth.

The conditions highlighted above, especially the disparity
between supply and demand and Guatemala's precarious foreign
exchange situation make continued concessional food sales under
Title I and donations under Title II over the Action Plan
period critical to meeting food security and balance of payment
needs.

Proposed Food Assistance Levels

Title I wheat imports are expected to increase by 5
percent per year reaching 130-140,000 MT with an estimated
value of $18 million in FY 1991. The Title 1I program, re-
flecting little increase in existing programs, is proposed at
an estimated value of $8.8 million per year for both FY 1%90
and FY 1991, including a new program with World SHARE. The
Title II commodity mix is likely to include a total of around
29,000 MT of soy fortified wheat and corn-soya-milk blends,
veqetable o0il, rice, cornmeal and pinto beans. This amount
would drop by 20% to around $7 million in the event that the
proposed World SHARE Title II program does not take place.
Better information on the commodity mix for Title II programs
during the Action Plan period will be available upon receipt of
the new CARE and CRS Multi-Year Operational Plans, expected

during April.

i i ntive Eff n L 1 ion -
Bell Amen n

The Title I program has not resulted in disincentives
to the domestic production and marketing of wheat. Guatemala's
wheat production represents only 25 percent of present con-
sumption and can be grown only in certain highland areas suit-
able for soft wheat varieties. Given these limitations, the
demand for hard wheat must be met from imports. The GOG policy
of requiring millers to purchase local wheat before permitting
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wheat imports further supports favorable Bellmon Amendment
findings. An evaluation of the Title I program is planned for
FY 1989 and will look specifically at disincentive effects on
local production. The proposed Title II program is too small
to create disincentive effects. The country's port, handling,
storage and distribution facilities are adeguate for com-
modities recommended under both the Title I and II programs.

Host Country Food Policies and Key Reforms to be
Supported with Food Aid

As part of the ESF Program, the Mission and the
Government of Guatemala have jointly agreed on measures and
policy reforms to stimulate agricultural production both to
satisfy domestic consumption and to expand exports. All condi-
tions listed in the ESF Program have been negotiated and com-
mitments made in the ESF side letter. These include carrying
out a diagnostic study of food security policy and its rela-
tionship to diversification efforts; reforming the public
sector agricultural budget process to assure better utilization
of resources and faster implementation of investment projects
in the sector; carrying out a diagnostic study of the 1land
registry system and producing a workplan for reform; accel-
erating the process of decentralizing of BANDESA to increase
the availability and timeliness of rural credit for productive
agriculture; and taking steps to expand the use of irrigation
and increase the pace of reforestation programs. Self help
measures within the P.L. 480, Title I agreements will also
support the policy dialogue objectives of the ESF program,

Principal Local Currency Uses

To date (including the FY 1989 P.L.480 Title I
Agreement) the Mission and Government of Guatemala have agreed
that development activities to be funded with Title I associat-
ed local currency will support the implementation of self help
measures and assist in achieving Mission/GOG objectives to
increase agricultural production, improve health and child
survival, increase educatiocnal opportunities and improve
natural resource management, Specific projects include expand-
ing and improving irrigation systems; expanding and improving
farm-to-market roads; increasing credit and applied research in
traditional and non-traditional crops; expanding reforest-
ation/forest management and watershed management activities;
providing support to CARE/CRS Title II Maternal/Child Health,
Food for Work and other programs; and providing support to USDA
animal and plant health activities.

During the Action Plan period, efforts will be made
to incorporate the programming and use of Title I associated



- 157 -

local currency into the Core Development Budget process. Title
I agreements will also include a Section 108 program under
which 25 percent of the value of all Title I 1local currency
will be made available to strengthen the private sector.

Title II Beneficiaries, Development Impact, Agency
Capacity and Monetization Requirements/Uses

During the Action Plan period, CARE and CRS will
continue to reach around 340,000 beneficiaries (CARE recipients
number some 270,000) who receive assistance through sup-
plementary maternal/child health (MCH) feeding programs that
combat the serious malnutrition problem facing the "at risk"
population in Guatemala. 1In addition, CARE and CRS will con-
tinue to manage Food-for-Work programs that provide incentives
to large numbers of unemployed and underemployed Guatemalans to
work in grassroots level social and economic development activ-
ities throughout the country. Such Food-for-work programs
benefit more than 100,000 individuals. Examples of projects
being carried out include roads, bridges, drainage systems,
community centers, schools, reforestation and soil conservation
activities The largest program is the CARE Urban Food-for-Work
Program operating in Guatemala City and several other larger

urban centers.

An FY 1988 evaluation of all Title 1II programs
indicated that the well-established institutional capacities of
the U.S. PVOs, the efficiency of their 1logistical/reporting
systems and their superior technical capabilities in grass-
roots programs, have generally resulted in the achievement of
improved productivity and income among the target groups.
While the lack of sound growth monitoring systems prevented a
more precise assessment of the health, nutritional and other
effects of these programs, food distribution generally had a
positive impact on family food intake and income without creat-
ing high levels of dependence. The evaluation also indicated
that food distribution was a major incentive for mothers and
young children to attend health centers where they received
other health and child survival services, such as vaccinations

and health education.

The effects of other programs, while less apparent,
were nonetheless important. The evaluation indicated that the
community organization focus in the planning and execution of
Food-for-Work projects has contributed to the development of
grass roots "democratic institutions®™, while natural resource
preservation and development efforts have contributed to the
country's overall development. The evaluation report also
included a number of recommendations that are being carried out
at this time or that will be carried out in the near future.
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These included improved targeting to focus on the most vulner-
able groups (infants under two); greater integration of MCH
supplementary feeding with family health and education services
to have maximum nutritional impact; greater integration of food
aid with Mission objectives for maximum development impact;
assisting PVOs in establishing of growth monitoring systems to
develop the baseline data needed to measure future progress;
and improving coordination with other donors.

The combined food management experience of CARE and
CRS in Guatemala exceeds 50 years. CARE currently maintains an
expatriate staff of 6 in-country as well as local staff in
excess of 70. CRS recently reinforced its field staff with an
additional advisor and is planning to make substantial changes
to upgrade its programs. World SHARE/SHARE de Guatemala 1is
completing a Section 416 program and has requested approval of
a Title II program for FY 1989 or 1990. Both CARE and SHARE
have applied for A.I.D. central funding to strengthen their
Title II and other operations in Guatemala. Information on
monetization 1is not available at this time but general trends
indicate that CARE will request $250,000 to $300,000 in mone-
tization to support planned programs over the Action Plan
period, and that WORLD SHARE will request up to $300,000 in
monetization to carry out their proposed Title II program.

Management Considerations

The Mission has made a substantial commitment to the
development and management of food aid programs. A full time
U.S PSC is concentrating on program development, coordination
and evaluation within the Mission's Food Program Support Unit.
This employee is taking the lead in implementing the Mission's
Food Aid Management Order and finalizing a Food Aid Strategy.
A full time Guatemalan Development Intern will be recruited in
FY 1989 to assist the U.S. PSC in carrying out these and other
monitoring responsibilities. A computer was also recently
assigned to the Misgion's Food Program Support Unit to allow
improved data bases to be set up to facilitate food aid plan-
ning, coordination and evaluation. The Mission Food Resources
Committee has become a fully functioning organization for pur-
poses of food aid programming and coordination, and Mission
technical offices have become directly involved in working
closely with U.S. PVOs in overall program development.



«K10B@3%0 38113 I0J pesen s 0w (Spesu Telx3isnpuy pue gpoes 'pes) TauTue SOpNTOUY uoradimsuco 830 /€
“p96T ‘O ounC SPUR (£86T) Ie9A 38T (0 aump - T ATne woxz 6 reek dod /T
*330dey QLAD PPEIIY 8MITNO

-1afy 8, KssequE "S°N DUR 80TAIeS UPIRess] OTWCROOT 8, 0amyTOTAbY Jo Jwuiredeg °S°N WOIF SR go13IsTIwAs /1

=R Te R Te ot |

(*foad)

602 0 0 0 60T oz [AA 14 8z UM 6861

3188ATEH DOOD 12Ee't 0 09 01t 156 0BE'T 0 00t'T o8 wxco /8861

{*38d)

861 0 1 — L6l 9zZe A4S 1S 82 FeoUM 8861

IBSATEH DPOODH €T2’T 0 09 62e 443 £€6z’'t S TACADY 1 uI00 /L86T

86T 0 9 z6T1 oze r4- 1 oY - 4 JeoUuM LB6T

h, Jybnoag BIT'1 0 2] O¥T vie 681'T 12 9L0’T 69 wIco /9861
uny

B $81 0 14 9 bLT (AT GET 15 oz FeaUM 9861

- 69T‘'T S 09 (o744 88 8eT’1 ¥/N 861'1 oY wi) /6861

6LT 0 S 14 oLt S0z 1A =1 9z IeUM ce61

- 800’1 0 9T 00T ra:] 8vo'T ¥/N Lz0’'1 12 uzao /¥B6T

g5t 0] 14 £ st1 181 (AN 124 oz JeAM 861

-— L80'tT € S 191 898 BOT'T ¥/N £0T'T S wio /€861

BAUSUID 0L s3i0d%d e80T Jg 9O _uewry [P0l S3I0GNI  CPoid SIS /z oI [T IREX

UOT 3AmMEUc) urbeg
puewa( Atddng
(DN 000‘T uI)

/T ONGGAd GNY A1dans  SNOIIVLIS NIWHD GOOd DISVH

I JEYl



- 160 -

3. Local Currency Management

Beginning in FY 1988, a fundamental change was made
in the way ESF-associated local currency is treated in Mission
programming. With the exception of the local currency reserved
for the Mission Trust Fund, ESF-generated local currency is now
directly available for use by the Government of Guatemala in
financing high-priority development-related investment programs
that have been designated part of 1its "Core Development
Budget." The concept of the Core Development Budget (CDB) has
emerged from a series of intensive negotiations between USAID
and the GOG on management and wuse of ESF-generated local
currency.

The distinguishing feature of the CDB is that agree-
ment is reached between the GOG and USAID at the beginning of
each year on the investment programs and projects that have the
highest priority in terms of their development impact. The GOG
then agrees that these activities will be given first call on
investment budget resources as they become available. Through
this process a number of objectives are achieved. First, the
entire proposed GOG investment program is brought under
scrutiny and the less essential items can be quickly isolated.
At this stage, we are able to exert a much broader influence on
GOG spending decisions than could be achieved by reviewing only
those narrowly focussed development projects that would be
proposed by the host government for 1local currency financing
under more traditional programming methods. Second, by giving
a core set of mutually agreed high-priority development efforts
first call on resources and establishing an execution target,
we are better able to assure that such programs will, in fact,
be implemented on a reasonably disciplined schedule, Further,
since the process to some extent forces the expenditure of
scarce resources on development investments, it is less likely
that remaining resources will be allocated to unproductive
uses. Finally, because we insist that the GOG carefully plan
implementation of the CDB and track performance, we are intro-
ducing greater discipline into the GOG budget process and we
are finding that our counterpart budget managers in the govern-
ment are themselves recognizing the longer-term benefits to be
derived through better planning and control of that process.

To summarize overall performance to date, the FY 1988
CDB execution rate was lower than hoped (about 60 percent)
reflecting GOG overbudgeting as much as slow project imple-
mentation. A target execution rate of 75 percent has been set
by the GOG and the Mission for FY 1989. The GOG approved a
total public investment budget of Q711 million in 1988 of which
Q481 million was allocated for the priority development invest-
ments of the Core Development Budget. Of this latter amount,
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about 90 percent is budgeted for projects and 10 percent for
related recurring costs required to support such investments.
Preliminary information indicates that the 60 percent of the FY
1988 Core Development Budget that was expended went primarily
for basic infrastructure (close to one fourth), agriculture,

health and education.

—.GOG Publijc Investment Budget = _ESF Local Currency

Core Dev, Part A i i D

Calendar Total Planned Actual Planned Actual
Year Budget =~ Amount Amount % Amt., % Amt. _%
1988 711 481 286 59 182 38 97 22
1989 1,034 729 - - 205 28 - -
Increase 319 248 - - 23 - - —_

+45% +52% -— -—  +11% _—

As indicated above, the GOG is increasing both its
public investment and Core Development budget totals more than
45 percent in 1989. The 75 percent target execution rate (Q547
million) for the CDB in FY 1989 is an ambitious one but the new
USAID-funded Fiscal Administration Improvement project, which
begins in FY 1989, is expected to accelerate the GOG's plan-
ning, budgeting and implementation process. The 1989 Core
Development Budget contains an investment profile for each new
project indicating whether required feasibility studies and
other analyses and planning have been carried out to ensure the
most efficient use of scarce resources and that drawdown of the
funds will procee