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PROJECT AUTHORIZATION AMENDMENT
 

Name of Country: Guatemala 

Name of Project: Highlands Agricultural Development Phase II 

Number of Project: 520-0274 

Pursuant to Section 103 of the Foreign Assistance Act of 1961,
 
as amended, the Highlands Agricultural Development Project for
 

Guatemala was authorized on July 27, 1983. The authorization is
 

hereby amended as follows:
 

Section 1 in deleted in its entirety and the following is
1. 

substituted therefor:
 

"1. Pursuant to Section 103 of the Foreign Assistance Act of
 
as amended, I hereby authorize the Highland Agricultural
1961, 


Development Project Phase II for Guatemala involving total
 
planned obligations of not to exceed Thirteen Million Five
 
Hundred Thousand United States Dollars ($13,500,000) in loan
 
funds and Seventeen Million One Hundred Thousand United States
 

Dollars ($17,100,000) in grant funds, subject to the
 
availability of funds in accordance with the A.I.D.
 
OYB/allotment process, to help in financing foreign exchange and
 

local currency costs for the Project. The Project Assistance
 
Completion Date is September 30, 1993.0
 

Section 2 is deleted in its entirety and the following is
2. 

substituted therefor:
 

") the Project consists of assisting the Government of
 
Guatemala expand the role of commercial, diversified agriculture
 
in the Highlands by:
 

a. 	 expanding small-scale irrigation activities and
 
programs in watershed management, including
 
agro-forestry and soil and water conservation;
 

b. 	 strengthening the research and extension programs in
 
development and dissemination of production
 
technologies;
 

c. 	 improving a credit delivery system to serve
 
small-scale farmers and/or farmer groups;
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d. 	 developing a commercially based agricultural
 
marketing and processing system."
 

3. Section 3 is amended to add the following:
 

Of. 	 Condition Precedent to Disbursement for Soecifiz
 
Activiti (Grant)
 

Prior tjo any disbursement of credit funds for
 
irrigation, soil conservation, reforestation, watershed
 
management or agricultural productions the GOG and A.I.D. shall
 
reach agreement on measures recommended in the Environmental
 
Assessment to mitigate potential adverse environmental impacts
 
caused by Project activities."
 

4. Section 3 is amended to add the following:
 

"g. 	Covena (Grant)
 

The Grantee hereby covenants that, except as the
 
Parties may otherwise agree in writing:
 

"1) 	a project technical committee directly
 
responsible to the Office of the Vice-Minister
 
of Agriculture shall be Greeted to assure proper
 
functioning and coordination of the Project
 
within the O00;
 

2) 	 A.I.D. shall be provided with a financial plan
 
detailing counterpart contributions including
 
personnel and infrastructural support to the
 
Project;
 

3) A.I.D. shall be provided with a yearly
 
time-phased action plan which describes all
 
Project inputs, outputs and implementation
 
arrangements of the 000;
 

4) 	 BANDESA shall support the reorganization process
 
initiated in Region I under Project Amendment
 
IV, in additional Regions II, VI and VIII
 

5) 	Oustemasln professionals with appropriate
 
technical qualifications will be assigned to
 
serve as counterparts to all Project-financed
 
consultants;
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6) 	 funds for the necessary repair and spare parts
 

for all project-financed vehicles will be
 
provided.
 

7) 	 an impact evaluation near the end of the Project
 

will be carried out with A.I.D. Grant resources
 

included in this Amondmant. The consulting firm
 

or individual carryit'g out this evaluation
 

activity will be selected by mutual agreement 
of
 

Except as the Parties may
the Parties. 

otherwise agree in writing, the evaluation will
 

include at least the following aspects:
 

a. 	 Evaluation of progress towards achieving
 

Project objectives;
 

b. 	 Identification and evaluation of problem
 

areas or constraints which impede
 
achievement of outputs;
 

c. 	 Analysis of ways in which problem areas and
 

constraints may be resolved.
 

8) 	 annual internal Project evaluations shall be
 

carried out during the entire life of the
 
These internal evaluations will be the
Project. 


basis for the preparation of the annual
 
implementation plans and budgets, and shall be
 

presented for A.XoD. consideration. The
 

internal evaluations will examine the programmed
 

targets, the supervision system, logistics and
 

other elements of the Project to recommend and
 

implement the necessary improvements.
 

9) 	 annual independent audits of each activity under
 

the Project, in accordance with standard
 

auditing principles, shall be carried out with
 

resources included in this Project Amendment.
 

These audits should be carried out during the
 

first quarter of each year. Said audits will .in
 
no event replace the periodic Project audits
 
which must be carried out by the 00 Controller
 
Office (Contraloria de Cuentas de ls Republics
 
de Gustemala).*
 

Section 3c is amended to add the following:
5. 




"Participant training in countries included in A.I.D.
 
Geographical Code 941 will be financed under the Project in
 

areas that are critical to its implementation."
 

Section 3f is deleted in its entirety and the following is
6. 


substituted therefor:
 

oh. )Aivers 

The Director's authorization is requested to permit
 

A.I.D. to finance international airfare for training in
 

countries included in A.I.D. Geographical Code 941: per Handbook
 

10, Chapter 15, Section 15B.a."
 

7. The authorization cited above and subsequent Project
 

amendments remain in force except as hereby amended.
 

y"Q*auterucci 
D Oor USAID/Guatomals 

Clearances:
 

Date: J9-ORD# G5tr sub,.2LI.J 
Date:
PRM, Tellermann'.A.m. 


PDSO, RSteelma . Date: F,
 
OEPA, S~kogstad..djd. -...- Date:
 

Date:
OPSP, BGanno.. 

CONT, Mill Date:
 

Date:
DDIR, PEhite. 


1956C;8/22/88
 



TABLE OF CONTENTS
 

. SUMMARY AND RECOMMENDATIONS 	 1
 

1
A. Recommendations 

B. Summary Project Description 	 1
 

1. Goal and Purpose 	 2
 
2
2. Rationale 


C. Summary Findings 	 3
 
D. 	Statutory Criteria and Mission Director
 

Certification 
 3
 
E. Project Beneficiaries 	 3
 
F. Summary Project Amendment Budget 	 4
 
0. Response to NPD Guidance Cable 	 4
 
H. Project Development Team 	 7
 

9
I1. BACKGROUND 


A. Project Setting 	 9
 
B. GOG Plan/Strategy 	 10
 
C. Sector/Program Constraints 	 10
 

1. Structural Deficiencies 	 10
 
2. Institutional Inadequacies 	 11
 
3. Non-Supportive Policy Environment 	 11
 

D. Current Project Status 	 11
 

1. 	Small Farmer Diversification Systems Project
 
(520-0255) 11
 

2. 	Highlands Agricultural Development Project
 
(520-0274) 13
 

E. Other Donor Assistance 	 15
 
F. Relationship to A.I.D. Policy* A.I.D.
 

Strategy and other A.I.D. Projects 	 16
 

1. Highlands Agricultural Development
 
Project Phase I Access Roads Component
 
(520-0274) 16
 

2. Agribusiness Development (520-0276) 	 17
 
3. Cooperative Strengthening (520-0286) 17
 



-2­

18
 
Private Enterprise Development 

(520-0341)

4. 


18
5. Non-Formal Education Project (520-0251) 

6. Higher Education Project (520-0304) 	 18
 
7. Rural Primary Education Improvement
 

19
(520-0282) 

19
8. 	Farm-to-Market Roads Project (520-0332) 


20
III. DETAILED PROJECT DESCRIPTION 

A. Project Goal and Purpose 	 20
 
20
B. Project Strategy 

22
C. End of Project Status 

24
D. Project Components 


1. 	Land and Water Use (S864,500) 24
 

24
a. Overview 

25
b. 	Sub-components 


25
i Small-Scale Irrigation 
ii Watershed Management Activity 26 

27
c. 	Inputs 

28
d. Outputs 


2. 	Research and ZEtension ($1,500,000) 29
 

29
a. Overview 

30
b. 	Sub-components 


i Participatory Research and
 
Technology Adaptation 30
 

ii Technology Transfer and On-farm
 
30
Assistance 


iii Private Sector Participation 	 33
 

34
c. 	Inputs 

35
d. 	Outputs 


36
3. 	Marketing ($802,000) 


36
a. Overview 

36
b. Sub-components 


i Market Information System 36 
ii Product Quality Control System 38 



-3­

c. Inputs 39
 
d Outputs 40
 

4. Credit ($4,422,000) 	 40
 

40
a. Overview 

b. Sub-components 	 41
 

i BANDESA Credit Operations and
 
41
Admini3tration 


ii Operation of the Project Loan Fund 42
 
iii Special Account Financial Services 43
 

44
c. Inputs 

45
d. Outputs 


5. rupport Services ($5226,400) 	 45
 

45
a. Overview 

b. Sub-components 	 46
 

i Project Management 46
 
ii Technical Support Services 47
 

iii Special Studies/Analyses 47
 
iv In-Country Technical Services 49
 
v Environmental Needs 49
 

c. Inputs 	 49
 
50
d. Outputs 


51
IV. PROJECT ANALYSES 


51
A. Technical Analysis 


1. Land and Water Use 	 51
 

51
a. Small-Scale Irrigation 

b. Watershed Management 	 52
 

2. Research and Extension 	 54
 
3. Marketing 	 56
 

57
4. Credit 


a. 	Administration 57
 
57
b. Provisions 




-4-


B. Administrative Analysis 	 58
 

58
1. Overview 

2. The Agencies 	 59
 
3. Institutional Strengths 	 60
 

61
4. Institutional Weakness 

63
5. Coordination Problems 


6. 	Summary: Implications for Project
 
Strategies 64
 

C. Social Analysis 	 65
 

1. The Target Population 	 65
 
2. Expected Benefits 	 66
 
3. Role of Women 	 67
 
4. Spread Effects 	 65
 

D. Economic Analysis 	 68
 
E. Environmental Analysis 	 69
 

V. rr: :::ZIAL A:ALYSIS &:%) PLAN 	 70 

A. Project Budget and Disbursement Plan 	 70
 
B. Institutional Analysis 	 72
 

(1) BANDESA 	 72
 
(2) DIGESA 	 73
 
(3) Primer Contractor 	 74
 

C. 	Sustainabillity and Recurrent Cost
 
Analysis 75
 

D. 	Financial Feasibility of Irrigation
 
Systems/Loans 76
 

VI. IMPLEMENTATION PLAN 	 8
 

A. Administrative Arrangements 	 8
 

1. A.I.D. Responsibilities
 
2. 000 Responsibilities 	 69
 

3. Monitoring Plan 	 90
 

1. Project Implementation 	 90
 
2. Project Impact 	 91
 



92 

-5-


C. 	Procurement Plan 


1. 	Technical Assistance 92
 
2. 	Commodities 92
 
3. 	Construction and Facility
 

Rehabilitation Plan 92
 

0. 	Training Plan 93
 
E. 	Audit aid Evaluation Plan 94
 
F. 	Implementati)n Schedule 95
 

VII. 	CONDITIONS PRECEDENT, COVENANTS AND
 
NEGOTIATING STATUS 	 99
 

A. 	Conditions Precedent to Disbursement for
 
Specific Activities 99
 

B. 	Covenants 100
 
C. 	Negotiating Status 101
 

A. 	Statutory Checklists oore.Ao4 ;n u4#P iP. 4
X B. 	FAA Certification Cor .1010 61 KU 44 
C. 	GOO Letter of Request for Assistance
 
D. 	Logical Framework Matrix 4dl AIO/w. 
Z. 	initial Environmental Determination
 
F. 	Summary of the USAXD/Guatemala Agriculture Sector
 

Development Strategy
 
$0. 	 Executive Summaries of the Final Evaluation of the
 

Small Farmer Diversification Systems Project
 
(520-0255) and of the Kid-term Evaluation of the
 
Highlands Agriculture Development Phase I Project
 
(520-0274)
 

H. Economic Analysis
 
)(I. Institutional Analysis
 
)J. 	 Project Administration
 

Section 1: Project Administration
 
Section 2: Contractor Statement of Work
 
Section 3: Technical Assistance Scopes of Work
 
Section 4: Contractor Selection Criteria
 

AX. Land and Water Use
 
yL. Research and Extension
 
XM. Marketing
 
tH. Credit
 



-6­

, 0. 	Project Commodity Description and 
Construction/Rehabilitation Plan 

P. Social Soundness Assessment
 
X Q. HAD Project Amendment IV (PIL No. 61)
 
K R. A.I.D./W-Mission Relevant Cables
 
,%S. GOO Participating Institutions: Project
 

Relationships and Functions
 



AID 	 U.S. Agency for International Development
 

ARD 	 Associates in Rural Development, Inc.
 

BANDESA 	 Banco Nacional de Desarrollo Agricola (National
 
Agricultural Development Bank)
 

CABEI 	 Central American Bank for Economic Integration
 

CBI 	 Caribbean Basin Initiative
 

CMF 	 Contracted Management Firm
 

COGAAT 	 German Food Assistance Program
 

COREDA 	 Comit6 Regional de Desarrollo Agricola (Regional
 
Committee for Agricultural Development)
 

CORSEPE 	 Comit6 Regional Sectoral de Producci6n pars la
 
Ezportacidn (Regional Sectoral Committee of
 
Production for Ezport), composed of representatives
 
from BANDESA, DIGESA, DIGESEPE, ICTA, INDECA, DIGEBOS
 
and INACOP
 

COSUCO 	 Comisi6n Superior do Coordinaci6n (Superior
 
Coordinating Commission), composed of the heads of
 
all MAGA General Directorates and Institutes
 

DIGEBOS 	 Dirocci6n General do Bosques y Vida Silvestre
 
(General Directorate of Forests and Wildlife)
 

DIGESA 	 Direcci6n General do Servicios Agricolas (General
 
Directorate of Agricultural Services)
 

DIGESEPE 	Direcci6n General de Servicios Pecuarios (General
 
Directorate of Livestock Services)
 

EAT 	 Equipo de Asistencia Tdcnica (Technical Assistance
 
Team), provided by USDA for Project 520-0255 under an
 
AID contract
 

EEC 	 European Economic Community
 

EE -ducaci6n Extra Zscolar
 



-2-


EPA Environmental Protec,*ion Agency
 

FAO Food and Agriculture Organization of the United
 

Nations
 

FSR/E Farming systems research and extension
 

GDP Gross Domestic Product
 

GOG Government of Guatemala
 

HAD Righlands Agriculture Development Project
 

ICAITI Instituto Centro Americano de Investigaci6n y
 
Tecnologia Industrial (Central American Institute for
 
Technological and Industrial Research)
 

ICTA Instituto de Ciencia y Tecnologia Agricola (Institute
 

of Agricultural Science and Technology)
 

IDB Inter-American Development Bank
 

ifiAl International rood Policy Research Institute
 

IICA Interamerican Institute for Cooperation in Agriculture
 

INACOP Instituto Nacional de Cooperativas (National
 
Institute for Cooperatives)
 

INAFOR Instituto Nacional Forestal (National Forestry
 
Institute)
 
(now defunct)
 

INAP Instituto Nacional de Administraci6n Pdblica
 
(National Public Administration Institute)
 

INCAP Instituto de Nutrici6n de Centro Amdrica y Panami
 
(Central America and Panama Nutrition Institute)
 

INDECA Instituto Nacional de Comercializaci6n Agricola
 
(National Institute of Agricultural Marketing)
 

INE Instituto Nacional de Estadistica (National
 
Statistics Institute of the Ministry of Economy)
 

IQC Indefinite Quantity Contract
 

IRR Internal rate of return
 



LAC Latin American and Caribbean Bureau of A.I.D. 

LWU Land and Water Use 

MAGA Ministerio de Agricultura, Ganaderia y Alimentaci6n 
(Ministry of Agriculture, Livestock and Food) 

OAS Organization of American States 

OPG Operational Project Grant 

ORD Office of Rural Development, USAID/Guatemala 

PACD Project assistance completion date 

PASA Participating Agency Service Agreement 

PP Project Paper 

ProAg Project Agreement 

PROGETTAPS 	 Proyecto para la Generaci6n y Transferencia de
 
Tecnologia Agropecuaria y Producci6n de Semillas
 
(Project for Generation and Transfer of
 
Agricultural Technology and for Seed
 
Multiplication)
 

PSC Personnel Service Contract
 

RFP Request for Proposal
 

ROCAP Regional Office for Central America and Panama of
 
A.I.D.
 

TA Technical Assistence
 

TCS Technical and Coordinating Secretariat (Project
 
Execution Unit at COSUCO)
 

UCPRODA Unidad de Coordinaci6n para al Proyecto de
 
Diversificaci6n Agricola (Coordination Unit for
 
Project 520-0255)
 

UNDP United Nations Development Programme
 

URPA Unidad Regional de Planificaci6n Agricola (Regional
 
Agricultural 	Planning Unit), planned branch of USPADA
 
in each region
 



-4-

USAID A.I.D. Mission in Guatemala 

USDA United States Department of Agriculture 

USPADA Unidad Sectoral de Planificaci6n para la Alimentaci6n 
y el Desmrrollo Agricola (Sector Planning Unit for 
Food and Agricultural Development) 

WFP World Food Programine 

1993C 



I. SUMMARY AND RECOMMENDATIONS 

A. RecomMendations 

The following recommendations are submitted for
 

approval:
 

1. 0115,000,000 in grant funds be authorized in FY88
 

for the Highlands Agriculture Development Phase II (HAD II)
 
Project, together with a three-year extension of Project
 
Assistance Completion Date (PACD) to September 30# 1993.
 

2. The Government of Guatemala (ON) will provide an
 
their counterpart contribution to
equivalent $14.8 million as 


the Project. (Exchange rate based on $US1.00 to Q.2.70).
 

3. Goods and services financed by A.I.D. under this
 

Project Amendment shall have their source and origin in the
 

United States, Guatemala or in countries that are members of the
 

Central American Common Market# except as A.I.D. may otherwise
 
agree in writing.
 

4. The Grantee will be the Government of the Republic
 

of Guatemala acting though the Ministry of Public Finance. The
 

Ministry of Agriculture, Livestock and Food (MAGA), chief
 
implementing agency for the Project, will also be a signatory to
 

the Grant Agreement Amendment.
 

B. fiwumsrve Praert DoseriRtion 

This Amendment will provide technical assistance,
 
training, credit and commodities which will lead to the
 
introduction of profitable, site-specific technologies, such as
 

small-scale irrigation and watershed managemedt practices, that
 

improve and increase diversified agricultural production. As an
 

essential element in diversification, an improved marketing
 
system, which is expected to benefit the producer, consumer and
 

intermediary in an equitable fashion, will be supported by the
 
Amendment.
 

This Phase I Amendment represents the consolidation
 
of elements proven successful during a series of activities
 
jointly financed by USAID and the 000 during the past 15 years
 

to address the development problems of small farmers in the
 
The Mission and 000 envision this five-year
Highlands. 


amendment as part of a long-term strategy for removing real
 

constraints to development in the Highlands.
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1, Coal and Purees.
 

The g9.3 of the HAD Phase NI Amendment is to
 
enable the rural sector to make a greater contribution to
 
national economic growth.
 

The Project 2u~roo is to increase rural
 
agricultural productivity and profitability. This will be
 
accomplished through the development of diversified commercial
 
agriculture, expanded emphasis on irrigated farm systems, and
 
the transfer of production technology and marketing services to
 
small farmers.
 

2. Ratina 

Agriculture dominates the economy of Guatemala,
 
accounting for about 25% of GDP and employing more than half of
 
the national labor force. A large proportion of the country's
 
rural population lives in the Highlands. These families are
 
primarily dependent on subsistence agriculture, with an
 
estimated 90t earning less than $1,000 annually, or less than
 
$160 per person.
 

Recent A.Z.D. experiences in Guatemala through
 
diversification and infrastructure projects in the Highlands
 
substantiate the view that subsistence farmers can break the
 
persistent cycle of poverty. These experiences, however, have
 
underscored the need for greater integration in Project design:
 
elimination of duplication of elements among different projects,
 
incorporation of conservation and sound agronomic practices with
 
irrigation efforts, improved site selection and follow-up
 
extension, better credit managment and availability for crop
 
production purposes, a well-developed marketing component,
 
integrated agro-forestry activities and better coordination with
 
other USAID-supported activities, such as Farm-to-Market Access
 
Roads.
 

Thus, the Mission will focus a large portion of
 
its portfolio in this Amendment by expanding opportunities
 
related to irrigation, marketing, and crop diversification in
 
the Highlands, and by improving Project coordination and
 
management. These are areas where pay-off in terms of 
employment, incomes and production is reasonably quick and 
sustainable. Other activities in the overall agricultural 
portfolio to promote movement into commercial export production
 
will be supported by policy reform and institutional
 
strengthening activities.
 

The project design committee is sware of the fact
 
that implementing this project's activities and elements it not
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enough, if we do not take steps to assure that these activities
 
may continue after the project's termination.
 

To assure this continuity and self-sustainability
 
we have developed a holistic approach which combines activities
 
to increase production with natural resource protection
 
activities to assure that environmental conditions remain
 
propitious for continued high production.
 

Marketing and information systems are designed to
 
be flexible and responsive to continuously changing market
 
demand, assuring on-going, dependable. information on which
 
Guatemalan may base their agricultural production and marketing
 
decisions.
 

The large TA and training component is designed to
 
strengthen institutional systems and personnel so that they have
 
the skills and agility to give the necessary support to the
 
Guatemalan agricultural sector after the HAD8 project has
 
terminated.
 

C. Summary rindinas
 

This Amendment is ready for implementation and is
 
judged to be socially, financially and economically sound# and
 
technically and administratively feasible. An environmental
 
assessment of the Project will be initiated in August 1988 and
 
its findings and recoumendations will be incorporated,into
 
theProject in late 198. Funds are included in the Project
 
budget to address technical assistance, training end other needs
 
as Tdentified by the environmental assessment.
 

Drater CartiieaifnD. £tatutory Criteria and Nusien 

1. The Project meets all applicable statutory
 
criteria. Appropriate checklists are included in Annex A.
 

2. A certification by the USAID/Ouitemals Mission
 
Director that the 000 has the capability to implement and
 
maintain the Project is includod In Annex S.
 

Z. prg4eet 3nefetearigle 

The Amendment will benefit small subsistence and
 
commercial farmers in the Highlands by assisting them in the
 
transition to viable commercial operations. The Phase It 
Aiendent will be impleented in Regions If V. VZ and ViI, 
comprising most of the Highlands agricultural areas of the
 
country. (See map on following page).
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The rural population in the Project area is about 3.4
 
million. The Amendment will directly benefit about 6,000 small
 
farmers and their families, or an estimated 36,000 Highlands
 
inhabitants.
 

F. 	RunIMarv Proiet Amendment Budaet 

Description Grant a0 	 TOTAL
 

1. 	Land/Water Use 664,500 2,496,503 3,761,003
 
2. 	Research/Extension 1,500,000 3,075,710 4,575,710
 
3. 	Marketing 802,000 1,904,745 2,706,745
 
4. 	Credit 4,422000 6,904,745 11,326,745
 
5. 	Support Services 5,226,400 0 5,226,400
 
6. 	Eval. and Audits 310,00 0 310,000
 
7. 	Contingencies 595,100 0 595,100
 
a. 	Inflation
 

TOTAL $15,000,000 $14,781,703 $29,761,703
 

• 	 In-kind contribution (personnel support, office space
 
and equipment maintenance)
 

0. manage tO NPD u1idance Cable
 

The AID/Washington review of the HAD Phase 11 New
 
Project Description recomended that the following information
 
be included in the Project Paper Supplonti
 

1. Feasibility analysis for the proposed measures to
 
upgrade the operations of DANDESA
 

M A detailed discussion of BDrDSA's principal
 
constraints and prospects for adopting the proposed measures to
 
improve administrative operations are included in Annex 5 of the
 
PPS. In addition, Guatemala cable 003314 (Annex 5) discusses
 
the mechanisms by which other USAID projects are contributing to
 
reform of BANDESA's operations.
 

2. Update on the measures adopted by BAND Mto
 
improve their performance.
 

M Annex S provides a response to this issue. In
 
addition, statistical Indicators of improvement are included#
 
which may serve as a basis for measuring future advances in this
 
area.
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3. Revised outputs and objectively verifiable
 
indicators for Project components to be used for a baseline
 
monitoring system.
 

- Revised outputs and objectively verifiable 
indicators have been incorporated into the text of the PPS, as 
well as in the Logical Framework (Annex D). A study will be 
completed under the prime technical assistance contract to
 
gather baseline data and devise a baseline monitoring system to
 
continually monitor and measure Project Impact.
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A. PrMoet Setting 

The agriculture sector has long been dominant in the
 
Guatemalan economy, and continues to be a critical sector to the
 
country's economic development. Even after the relatively rapid
 
non-agriculturt" growth of the 1970's and a lackluster
 
agricultural performance during the 198008, agriculture still
 
accounts for at least one-fourth of the country's Gross Domestic
 

It assumes even greater importance in other
Product (GDP). 

aspects of the economy. Almost six of every ten people in the
 
workforce are employed in this sector, and agricultural exports
 
generate two-thirds of the country's total foreign exchange
 
earnings.
 

The sector has a dualistic nature composed of two
 
broad systems: the "commercial" and the *subsistence". This
 
concept is expanded on in the Summary of the USAZD/Guatemsla
 
Agriculture Sector Development Strategy for 1988-1992 (see Annex
 
0). This strategy addresses the duality by proposing to move
 
increasing numbers of subsistence farmers into commercial
 
operations while improving investment, efficiency and
 
income-generating opportunities for already existing commercial
 
enterprises. Zn broad terms, the strategy contains two
 
qualitative targetst
 

- Fuller use of existing productive capacity in the 
commercial groups 

- The expansion of productive capacity by enabling 
the populous subsistence group to produce efficiently and 
competitively through Improved knowledge, skills, infrastructure 
and resources, thereby pemitting this group to make the 
transition to commerciaI agriculture
 

Recent A.Z.D. experiences in Guatemala through
 
diversification and infrastructure projects in the Highlands
 
substantiate the view that subsistence farmers can break the
 

Thus, the Mission will focus a
Srlistent cycle of poverty.

large portion of its portfolio Inthis Amendment by expanding
 
opportunities related to irrigation, marketing, and crop
 

This is an area where pay-off
diversification in the Highlands. 

in terms of employment, incomes and production I reasonably 
quick and sustainable. Other activities in the overall 
agricultural portfolio to promote movement into commercial
 
export production will be supported by policy reform and 
institutional strengthening activities.
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B. Pan/5raOXOY
 

The present Goverr2t.1nt of Guatemala (GOG), in power
 
snce January 1986, has adopted four broad goals for the
 

agriculture sector: maximization of income, generation of
 

greater rural employment, distribution of economic gains to
 
poorer sector of the rural population, and achievement of a
 

stable and balanced development process. Specifically, the GOG
 

intends to:
 

- quarantee domestic food security through expanded 

area planted, productivity improvements, and increased 
on-farm 

storage capacity for basic grains 

- increase foreign exchange earnings through 
expanded traditional and non-traditional agricultural exports
 

- assure rational management and use of the 

country's natural resource base through increased irrigation, 

and improved watrshed protection, including expanded soil 
and 

conservation, planned forest management and reforestation 

expand agricultural diversification and
 

agro-industrial development through improved incentives and
 

investment
 

- promote active participation of small farmers in 

the development process through technical assistance 
and 

expanded support to farmer organizations
 

A series of agriculture sector project evaluations and
 

analyses have reinforced the importance of many of these
 
The HAD Phase It Amendment draws from these
priorities. 
 for


documents, and specifically addresses concerns of the 
GO 


increasing small farmer incomes by introducing improved
 

technologies to enhance productivity and the marketability 
of
 

production.
 
C. £etr/Program Canstraints
 

The lrincipal constraints to revitalized growth in
 

Guatemalan agriculture can be grouped into three categories:
 

(1) structural deficiencies; (2) institutional inadequacies;
 

end, (3) inappropriate policies.
 

1. £truCtural 2ge etnetes
 

Physical end structural constraints in the
 

agriculture sector are closely linked to longstanding economic
 
These include such
and political conditions in rural areas. 




factors as the political turmoil of recent years; a perception
 
of insecure land tenure which has been a deterrent to
 
investment; population pressure and an unstable work force; low
 
per capita and highly uneven income distribution; and
 
malnutrition among low-income groups. Perhaps more critical is
 
the situation of low rural employment. The principal physical
 
and structural constraints include inadequate:
 

a. Land distribution and use
 
b. Marketing/storage/processing
 
c. Rural roads
 
d. Natural resource management
 
e. Water accessibility

f. Energy distribution
 

2. Tnatitutional Inadeauneies
 

The institutional constraints facing the
 
agriculture sector are the result of a combination of factors
 
caused by an over-extended public sector service network,
 
insufficient budget allocations, declining private sector
 
investment, low levels of trained and educated agriculturalists,
 
and struggling farmer associations. These conditions are
 
manifested in low farm productivity. Principal institutional
 
constraints include inadequatez
 

a. Technology development and dissemination
 
b. Input supply
 
c. Credit delivery
 
d. Farmer associations
 
e. Agricultural education and training
 

3. Non-Sunnorive Policy Environment 

Policy impediments are among the most serious
 
obstacles to improved growth, efficiency, and investment in the
 
agriculture sector. These include general macroeconomic
 
policies (monetary, fiscal, exchange, trade) and specific
 
sectoral policies (land distribution, water use, pricing,
 
research, budgetary allocations).
 

D. Currant Pro4eet Atatus
 

1. Small Farmr Diversifieation fystems pj 

One of the two principal forerunners to HAD Phase
 
It, the Small Farmer Diversification Systems Project (SFD8), was
 
authorized in June 1981. The Grant Agreement for a total of
 
$696,000 was signed with the 000 on August 28, 1981, while the
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Loan Agreement for $5.5 million was signed on September 24#
 
1981. Subsequent amendments to the Grant Agreement in 1982 and
 
1985 added $1 million and $2 million, respectively, bringing the
 
A.I.D. contribution to a total of $5.5 million in loan and $3.7
 
million in grant funds. The original PACD of March 31, 1987 was
 
extended to September 30, 1988, and is currently being
 
considered for further extension.
 

The goal of SFDS is to improve the well-being of
 
rural Guatemalans living in the Western Highlands, and its
 
sub-goal is to improve small-farm management and increase the
 
return to factors of production of the small farm enterprise.
 
The Project's purpose is to strengthen public sector capacity to
 
stimulate small farm diversification from basic grains to
 
higher-value diversified crops and small livestock involving
 
greater labor intensity.
 

USAID inputs to the Project include technical
 
assistance, training, commodities, construction, credit and
 
social cost payments, Project coordination, a credit study, a
 
farm management survey, a nutritional impact evaluation, and a
 
4-S Club rotating fund. Outputs include the development and
 
dissemination of appropriate technologies for small farmer
 
diversification, as well as continued support for small-scale
 
irrigation and soil 'conservation activities. These efforts have
 
already resulted in spontaneous diversification of agricultural
 
products in the Western Highlands. The Project is implemented
 
by the Ministry of Agriculture, Livestock and Food (MAGA) in the
 
six western Departments of Region I (Quetzaltenango, Solol,
 
Totonicapan, San Marcos, El Quiche, and Huehuetenango).
 

Since early 1987, the AID Mission has given
 
serious consideration to extending the Project for several more
 
years. The possibility of expanding the activities to other
 
agroclimatic zones and increase private sector participation in
 

Also, potential new
the diversification process was explored. 

technical interventions with other non-traditional crops were
 
examined to complement the existing programs of research,
 
extension, training, production, market development, and credit.
 

A comprehensive end-of-project evaluation,
 
conducted in September-October 1987, concluded that the basis
 
for a new follow-on activity was fully justified. The
 
evaluation indicated that, through Project-supported activities,
 
subsistence farmers can break the persistent cycle of poverty.
 
Problems encountered during Project implementation, however,
 
included duplication of elements among different projects, lack
 
of integration of conservation and sound agronomic practices
 
with irrigation efforts, inconsistent site selection and
 
extension follow-up, inadequate credit management and
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availability for crop production, absence of a marketing
 
component, poor coordination of agro-forestry and other
 
USAID-supported activities, such as farm-to-market access
 
roads. It was therefore determined to merge and continue the
 
activities of the SFDS Project with HAD Phase I, incorporating
 
design elements to address the deficiencies noted. Specific
 
details of the evaluation are noted in Annex H.
 

2. HighIands AariCultural Davelogment Project
 

The Highlands Agricultural Development Project
 
(HAD) is a forerunner to the proposed HAD Phase I Amendment.
 
Its purpose is to improve the productive resource base of the
 
rural poor primarily through rural infrastructure development.
 
Project Agreements were signed on September 30, 1983 between
 
A.I.D. and the 000 for $7.5 million in loan funds and $1.5
 
million in grant funds. Subsequent amendments in 1985 and 1986
 
added $6.0 million to bring total loan funding to $13.5 million,
 
and added $600,000 to bring grant funding to a total of $2.1
 
million. The current Project Assistance Completion Date (PACD)
 
is September 30, 1990.
 

The Project has two major components: 1) natural
 
resources, consisting of small-scale irrigation, soil
 

and 2) a rural access roads
conservation and forestry; 

maintenance program. The small-scale irrigation and soil
 
conservation sub-components are currently being implemented
 
through MAGA's General Directorate of Agricultural Services
 
(Direccion General de Servicios Agricolas, or DIGESA) in Regions
 
I, I, IV, V, VI and VII. Credit services for disbursing
 
irrigation infrastructure loans and social payments for soil
 

ore being provided by the National Agricultural
conservation 

Development Bank (Banco Nacional de Desarrollo Agricols, or
 
BANDESA). The forestry component, which includes activities in
 

reforestation and forest management, was carried out through the
 

National Forestry Institute (Instituto Macional Forestal, or
 
INAFOR). INAFOR was abolished in June 1988 and some of its
 
functions have been assumed by the newly created National
 
Directorate of Forests and Wildlife (Direccion Nacional de
 
Dosques y Vida Silvestre), within the MAGA. The access roads
 
maintenance component is managed by the Rural Roads Directorate
 
(Direccion de Caminos Rurales, or DCR) in areas coinciding with
 
portions of AGA's Regions I, V, VI and VII, and will continue
 
through the current PACD.
 

The Project has achieved numerous successes in its
 

first three and one-half years, but its execution level has been
 
This can be explained, in
below that expected by USAID and 000, 


part, by macroeconomic difficulties in Guatemala, including the
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devaluation of the Quetzal. An evaluation team in
 
November-December 1987 also detected various deficiencies in
 
both managerial/administrative and technical aspects of
 
implementation, which affected the extent and quality of the
 
Project's outreach. Many of these deficiencies were examined
 
and analyzed by USAID Project management in conjunction with
 
DIGESA and BANDESA personnel. This process resulted in
 
Amendment IV (Implementation Letter No. 61) to the Project
 
Agreement signed on April 20, 1988 (Annex R), which enhanced the
 
HAD Project in three major areas by providing:
 

- Support for reorganizing and strengthening of 
DIGESA and BANDESA in Region I 

- Personnel and technical assistance to DIGESA 
for the irrigation activity 

- Credit for production activities at irrigation 
sites 

These activities, initiated under Amendment IV,
 
will be expanded and complemented during Phase 1I of the HAD
 
Project. Provision is made to increase credit availability and
 
support regional BANDESA operations in additional geographic
 
areas. Emphasis will be given to creating compatible
 
information systems in each of the major MAGA participating
 
agencies in order to facilitate communication and mPxlim
 
accessibility to data. In addition, alternative nchanisms &re
 
being explored to improve DIGESA's ability to provide technical
 
services to the irrigation sites, as well as to provide other
 
options to the farmer to compensate for DIGESA's already
 
over-extended resources.
 

The mid-term evaluation of HAD, completed in
 
December 1987, specifically stated that any redesign of the HAD
 
Project should incorporate successful elements from the Small
 
Farmer Diversification Systems Project. The similarity of the
 
two projects with regard to their objectives, target
 
populations, technical intervention personnel, oucreach areas
 
and executing agencies confirmed that any additional efforts
 
should be combined into a single project. The Summary
 
Recommendations from the HAD mid-term evaluation are detailed in
 
Annex H.
 

The proposied five-year HAD Phase 11 Amendment will
 
consolidate those activities of the STDS and HAD Phase I
 
Projects based on the recommendation of the detailed evaluations
 
carried out in FY 88. The Amendment supports the assessment of
 
the Mission and the 000 that, in order for Guatemala to achieve
 



sustainable long-term growth, a strong agriculture sector is key
 
to improving incomes, equity and the welfare of the Country's
 
rural population. The first objective of the Mission's PY
 
1989-90 Action Plan is to increase agriculture production. The
 
proposed Amendment directly addresses this objective through
 
continuing to support existing and planned small former
 
interventions and by promoting a substantial expansion of
 
irrigation-based technologies.
 

E. Oher Donor AssIuAneM
 

The Inst~-Ameriean Dvaooelant Sqnk (IDB) is the
 
largest international donor in Guatemala# and focuses its
 
resources mainly on providing support to the Ouatemalan
 
agriculture sector. Presently, the IDS is implementing
 
agriculture sector projects in animal health, wholesale
 
marketing, private sector agriculture credit, seed
 
multiplication, agricultural technology development and
 
transfer, and rural roads. Project interventions in large-scale
 
irrigation, agricultural credit through BANDESA#, fisheries,
 
livestock development, watershed management, and sector
 
restructuring and/or strengthening are currently being
 
discussed. AID and IDB have been collaborating closely on
 
agricultural sectorinitistives, and it is expected that the
 
Bank's efforts will continue to complement those already being
 
implemented by the Mission.
 

The Mission's Office of Rural Development (ORD) also
 
maintains frequent coordination with several other donors and
 
their agriculture-oriented activities. Some of these include:
 

The activities of Cantral Ameriean Rank lEr Reenmie 
IntLLILflO (CABEZ) in Guatemala are oriented principally toward 
the restructuring of credit policies with a concentration in 
rural agro-enterprises. The Bank currently provides financing 
for re-orienting credit policies, establishing the Regional Fund 
for Development Cooperation, rural access roads, plant 
protection and maintenance of irrigation and drainage systems. 
Through its Central American food seourity program, the ragUaltn
 
Seangmte Qennunttv (ZZC) finances pre-investment studies which
 
are developed into project proposals to be funded by other
 
international donors. This organisation is presently sponsoring
 
region-wide programs In:
 

- food and nutrition surveillance through INCAP 

systems for estimating crop production, yields and
 
costs
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- marketing# especially for basic grains 
W credit to small agricultural producers 

- agricultural research# extension and training 

In the agriculture sector, the ?nt.remgriaen Ing i u~e
 
for ootration in Aarieulture (UICA) supports activities in
 
technology development and transfer, marketing and ogroindustry,
 
plant and animal health, and planning and analysis for
 
agricultural policies. Technical support is provided to
 
projects related to cattle, farmer ortgnizations, agricultural
 
policy, animal health, coffee, plant protection and public
 
sector support.
 

1. Relationshig to A. .D. Policy. A.T.D. Stra.av and
 
other A.I.D. Proaes
 

The goals and objectives of this Project are in
 
conformance with and support the four Agency priority areas (the
 
four pillars), the UaAID/Oustemalc. Vr 1989-1990 Action Plan the
 
ZAC Regional Plan, and N5%CA objectives in Central America. The
 
Amendment directly responds to the recomaendations presented in
 
the mission's Agriculture Sector Strategy document appoved in
 
March 1988.
 

One of the three key objectives of the USAID/Cuatemala
 
Country Development Strategy Statement (C SS) over the current
 
planning period is to increase rural incomes and productivity.
 
Most of USAID'S Current project portfolio addresses this
 
objective and Improvement in the well-being of the rural
 
population in the Highlands. This Amendment directly relates
 
too and expands upon, USAID°s emphasis on supporting
 
technological innovation and infrastructure to raise
 
productivity end incomes on small farms. The underlying
 
strategy is to intensitr agricultural diversification through
 
the development of physical resources such as soil and water,
 
combined with a well-directed marketing infrastructure and
 
training program.
 

The HAD Phase 11 Amendment Is closely linked to the
 
following USAID projects and/or components
 

1. Hihlands AafieuI&ural Deaaminn Pra4.n Phau. I
 
eeaam 3e62 a manament fI2O27d1 and h 
Varm- a.Narke Aeent lAjam Pra4jaa (920-03221 

The HAD Access Roads Component is essentially
 
directed to the maintenance of tertiary toads built under
 
previous USAID-financed activitieso, and will continue into RAD
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Project Phase 11. Under the HAD Phase It Amendment, DIGE0A will 
develop criteria for the selection of Small-scale irrigation 
projects which takes into account proximity of these Mccess
 
roads. The Farm-to-Market Access Roads Project, dedicated to
 
the rehabilitation of access roads, the upgrading of tertiary
 

new roads, w11 be closelyroads and the construction of 
coordinated with the HAD Phase 11 Project through site 
identification and Information sharing to ensure maximum
 
integration of the roads and production activities.
 

.leMys Preojek 192O-27O 1n2. AaribusintiMesaUE 


The Guild of Non-Traditional Products Zxporters 
an extensive market information base(Gremial) has developed 
XDWA under the HAD Phase It Amendment.that will be linked to 

While the Cremial system is essentially oriented to export 
for INDW'a domestic
markets, it will serve as an initial model 

market information system, to be supported by the Amendment, and 
which will be linked to the Oremial System by omputer. 
information on production and availability will be forwarded 
from D0GISA to the Gremial and other groups, and the Gremial 
will provide export market Information* which# althou h not 
necessarily of directvalue to many small producers, will provide 

them with a basis for comparing offers from export-oriented 
intermediaries.
 

Other activities under the HAD Phase It Project 
include pre-shipmntwhich relate to the Oremial's endeavors 

of fresh fruits end vegetables, the development of
certification 
grades and standards andjualiti control with the intent of
 

developing a quality st# ard recognized a suterior. To the 

extent that technical assistance under the Agribusiness 
Development Project improves the financial and mnagerial 
systems of BANDISA. beneficiaries of the HAD Project should gain 

from this aspect as well. 

r Plradk QI2OB21ii3. Cpaporativ notn 

This Project is exclusively dedicated to improving 

Guatemalan cooperative federations. Project resources aretbeing 

dedicated to administrative and financial yst em Improvements 
So's @1ients.
in ARISA and the debt restructuring of 

Also, individual federation-affiliated cooperatives will be
 
eligible for production-oriented technical and financial 

can participate in market.assistance under HAD Ul, and 

information activities.
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Under this Project, a large grant has been made to 
the Oromial for four principal activities: 

- Prioritization and development of export 
crops. as well of adaptive field research of such crops 

Policy reform to creato incentives for exports
 
of non-traditional products
 

4M Negotiation of improved shipping rates for
 
export products
 

- institutional strengthening, including 
administration and commercially oriented services, such as 
pricing information for products, packaging, transportation. etc.
 

There is an indirect relationship with Phase 11 of
 
HAD because all four of the above areas have the potential to
 
significantly impact on HAD Phase 11 beneficiaries. The first
 
area has perhaps the greatest direct relevance in that DIGA
 
can disseminate information regarding improved technologies to
 
HAD It Project beneficiaries.
 

5. Uelr-loma1 1Mutation Pro4aet. (SM2O-021
 

The Non-Formal Uducation Project comprises three 
radio stations and a newspaper. One station, in Nomostenango, 
broadcasts in Spanish. Man and Ouich6; another, in Ualami, 
broadcasts in Spanish and Achi; and a third, in ouesida, 
bzoadcasts in Spanish only A monthly newspaper, El Informador 
Rural, to published monthly and distributed in the Western 
Highlands, a major target areas of the HAD project. 

These media could be invaluable in our efforts to 
disseminate marketing and extension information. Discussions 
are underway with the Human Resourses Division to develop 
coordination between HAD and this project. 

*, Miahai 1AuMatJen Pra4.e~ 120-Ot... 

Under this project some 225 indigenous students 
from the Western Highlands attend a weekend program at Rafael 
Landivar University. These students could also assist in 
diseminating project information. 
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gural Primary Kuestnin !mnravofamn Pra4eeI-,7. 


This project develops bi-lingual curriculum for
 
primary schools using the Hams Quich6, Keckchi and Cachiquel
 

This too could be a valuable means of extending
language. 

important agricultural information to non-Spanish speakers.
 

S, FarMm-MHarkets Road Prieet. (20-2321 

steps are underway to develop a compatible*
 
coordinated information system between the Directorate General
 

of Roads 8nA the Directorate General of Agricultural Serviges.
 

The objective would be to more closely coordinate
 
areas where need for
the construction of crucial roads with 


agricultural services has been identified but cannot be supplied
 

for lack of access.
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XUX. DrAILED PROJECT DE!CR!PETON 

A. Prniget Goal and urnoas& 

The OW of the HAD Phase 11 Amendment is to enable
 
the rural sector to make a greater Contribution to national
 
economic growth.
 

The gUrJam of this Amendment is to Increase rural
 
agricultural productivity and profitability. This will be
 
achieved through the development of diversified comnerciul
 
agriculture, an expanded emphasis on irrigated farm systems, and
 
the transfer of production technology and marketing services to
 
small farmers.
 

This Amendment will provide technical assistance,
 
training, credit and conmodities which will lead to the
 
introduction of profitable, site-specific technologies that
 
improve and increase diversified food crop production. As an
 
essential element indiversification# the development of an
 
improved marketing system, which is expected to benefit the
 
producer* consumer and Intermediary in an equitable fashion,
 
will be supported by the Amendment.
 

This Phase 11 Amendment represents the consolidation 
of elements proven successful during a series of activities 
jointly financed by USAID and the 000 during the past 15 years 
to address development problems of smll fartors in the 
Highlands. The Mission and the 000 envision this five-year 
amendment as part of a long-term strategy to remove constraints 
to agricultural development in the Highlands. 

5. 3ro4eek Straoav
 

successful comercial agriculture defends upon an
 
inter lay of roduction and marketing opportunities and options, 
and te capacfty to make rational choices among them in a market 
system where the principal decision criterion is profitability.
 
With this orientation, the Project Amendment seeks to Increase
 
opportunities to diversitfy fam production and increase
 
productivity and profits, as well as improve access for Project
 
beneficiaries to high-quality, reliable Information regarding
 
such opportunities.
 

The focus of the Amendment is on those subsistence 
farmers and farming areas in the Highlands which have potential 
for successfully entering the market system. Also benefiting 
from the Project are small- and medium-sise comercial
 
enterprises which could improve their economic status, given
 
additional infrastructure support and market options. A large
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proportion of the country's rural population lives in the
 
Highlands. These families are primarily dependent on 
subsistence agriculture, with an estimated 90% earning less then 
$1,000 annually, or less then $160 per person. The region has a 
population density of 191 persons per square kilometer, and only
19% of the good agricultural land (0.2 acres per person) is 
found in this region. Population growth is high (3.3% per
annum), resulting in increasing land pressures and subdivision
 
of already small rural holdings. Many subsistence farmers are 
no longer capable of supporting a family using traditional
 
cropping patterns and technologies, thereby forcing family

members to migrate to other regions and urban centers.
 

While the scope of the Amendment will include areas 
with large numbers of small- and medium-sized farms, it focuses 
primarily on those sites which can be profitably irrigated under 
mini-and/or small-scale irrigation schemes. The concentration 
on areas with the potential for irrigated agriculture has two
 
Immediate, important advantagest (a)irrigation tends to
 
increase production security and stability and (b) the
 
irrigated unit provides a natural organisational nucleus. The
 
former has tangible, short-term benefits for the farmer who may
be somewhat skeptical of the change he Is being asked to make b
 
irrigating and converting to new, unfamiliar crops. The latter
 
provides a convenient, effective mans to transfer technology

through training and is a built-in base for extension of credit
 
and marketing. 

A key element of this amandment's strategy consists in 
strengthening the Ministry of Agriculture's agencies via 
improved management flexibility and coordination at regional and 
sub-regional levels# following the successful model evolved
 
under the Small Farmer Diversification Projct in region 1.
 
Flexibility will be attained by placing strategic oversight of
 
the projoct's components under the existin Regional
Agricultural Development Coordinating Commttes (CoalDAs) in 
regional S. V. V1, and VIZ. 

Tactical management and coordination of specific field
 
activities will be responsibilities of the corresponding
Sub-Regional Coordinating Committees (CoStUAS). in this way.
prolect components and strategies can be adapted to the very
difatent circumstances of the particLpating regions, thereby 
freeing the project's central decision makers C€Ot-O,UtAID 
-- to concentrate on broader Issues. The broader authority thus 
given to the COREDA and C IAs should encourage real 
coordination of sector activities ora improve public sector 
responsiveness to local farmers, neds. 
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This Amendment represents the mrger Of two successful
 
projects. small tamer Diversification and Highlands
 

The first has concentrated on the
Agricultural DvelopMAent. 

development of production system appropriate to the small 

The second has emphasied small-scaleHighland farmer. 

irrigation, soil conservation techniques and. to a more limited 
extent, watershed protection. The consolidation of these two
 

more holistic approach to deveolopmnt, and
projects represents a 

contributes significantly to the concept of sustainability 
through an agronomically sound approach. Noreover, this Project 
builds upon the experience of the past 10 to 15 years during 
which USAD/Ouatemala has been instrumental in supporting 000 
efforts to introduce profitable agricultural diversification
 
system$ with the Highland Indians. These efforts have been 
hIghly successful and have withstood the test of time, and# 
hence, should be correctly classified as sustainable. As a
 

persons have not only improved their
resulto some 133,000 
have the mans improve theirnatural resource base# but now to 

incomes as well. 

This third generation project not only eneompales
 
-sustainable" production practices, but also important 
activities in marketing, credit and technical delivery
 
mechanisms which support these practices and which allow fot 
improved income and living standards through incorporation of 
the small farmer into the coemercial sector.
 

Finally, and perhaps most importantly, our concern it
 
to make the Osystem* sustainable through improved Information
 

trainin , orionted to bothflow and availability, broad spectrum 
technican and management concers, and well defined adaptive 

elements which comprise the
research which will enable the human 
agricultural system to make knowledgeable and judicious 
decisions. With this orientation, we seek to reinforce a 

sector participants.system. including both public and private 
that is flexible and able to aomod-stoe and reject elements as 
conditions dictate. The attempt is to provide the skills and
 
Instill the capacity to ensure that rational decisions are
 
forthcoming from the direct participants within the system, 
rather than defined and imposed from the outside. 

C. fnda P a4a Status 

The HAD Phase 11 Project Amendment will result in a
 
signifLeant lncrease in agricultural productivity and
 
profitability in the Ouatemalan Highanods. These benefits will 
be achieved through Close cooperation between the 000, 

and technical assistance from the U.. thirdUSA#DOuate8ala 
countries and from the Ouatemalan private sector. This 
cooperation. in conjunction with long- and short-teom training 



- 23 ­

and the purchase of commodities, will create a sustainable and
 
Institutionalized mans of continuing development in the
 
following areas:
 

- Construction of small-scale Irrigation systems in 
the Highland areas 

- Soil and water conservation and agro-forestry in 
conjunction with small-scale irrigation sites and associated 
tributary watersheds 

- National and international marketing infirmation 
systems for domestic and export crops 

Adequate credit coverage and efficient delivery
-
for production, and marketing operations and infrastructure
 

- A system of product grades# standards and 
and reporting for
measureswhich will facilitate data gathe.ing 

market information systems
 

- improved comunication bet-ween buyers and sellers, 
and a greater market orientation among Highland farmers 

- A pre-shipment program for exports which will 
result in reduced rejections for Guatemalan exports# greter 

ancompliarce and enforcement of export standards# and 
uemalaestablished reputation for high quality exports from 

- learketing and processing infrastructure 
and to expediteestablished to serve principal production areas 

channeling of produce to the domestic and export markets 

- Private sector institutions effectively working in 
partnership with public agriculture institutions 

- Increased small farmer commerolal operations 
through infrastructure, production and marketing credit funds# 
resulting in increased production and farmer earnings on a 
sustainable basis
 

- Sficient and profitable integrated production of
 
traditional and non-traditional crops and livestook on
 
irrigation sites consistent with local and export market
 
opportunities
 

- Technology generation and transfer responsive to
 
market demands and production potential in the context of land
 
and farmer capability, and sustainable Commercial agriculture
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- Training and laboratory sites supporting 

agricultural research and the transfer of production 
technology 

ustablishment of agricultural technical data 
banks
 

and a research system to solve sito-specific 
production problems
 

and support crop diversification on Irrigated 
lands
 

Pest management activities in four agriculture
-

sector regions
 

D. proiset~ Cmnnant~3 

Five major components will be implemented 
under the
 

(2)Research
HAD Phase 11 Amendlment: (1)Land and Water Use; 

(3) Credit; (4) Marketing; and (5) Project
and aztension; 


Support Services. Design of these components Is based upon the
 

evaluations of the Sall Farsr Diversiffiation 
Systems and HAD
 

Phase Z Prolects, which recommended a union 
of these two
 

The components will build upon the successes 
of the
 

efforts. 

two projects, and will emphasis* appropriato 

production
 

technology and services specifically designed 
to address the
 

Highlands agro-climatic conditions and the 
capabilities of
 

institutions and organizetions in the HAD 
Phase It Project areas.
 

A brief discussion of each of these components 
follows:
 

1. Land nd Watir UB. ($864,500) 

a. Ouurm
 

In this component, agricultural production 
and
 

profitability will be increased through 1) 
small-scale
 

Irrigation, and 2) soil conservation and watershed 
management.
 

Techniques for small-scale Irrigation and watershed 
management
 

practices have been promoted through at least three
 The impact of the smll-scolUSAID-financed projects. 

Irrigation component of these projects has been consistently
 
positive contributing significantly to increased 

on-farm income
 

This highly successful activity will be
 and nutritional levels. 

These small-scales Irrigation
the cornerstone of this component. 


activities will be integrated with location-specific 
watershed
 

management interventions* which include soil and water
 
conservation and agro-forestry practices# 

focused on protecting
 
These three activities are
 critical tributary watersheds. 


described below.
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b. Sub-eomnnegnts 

1. Rall-Seale Irriastion 

This activity will promote an effective
 
institutionalizad process of selecting, designing, constructing
 
and maintaining systems to irrigate agricultural lands which are
 
currently used primarily for rainy season cultivation. These
 
irrigation systems will increase small farmer incomes by
 
ensuring a reliable source of water throughout the calendar year
 
via simple, relatively inexpensive technologies which exploit
 
existing groundwater supplies and/or nearby streamflow. Roughly
 
80% of these irrigation systems will employ simple diversion
 
gravity flow mechanisms. The romaining 20% will be non-gravity
 
flow systems, which will use conventional electrical, diesel or
 

gasoline-powered pumps.
 

ite selectiont Potential small-scale
 
irrigation sites will be identified by interested farmers,
 
farmer associations or by DIGESA extensionists. Selection
 
criteria will be based on the following factors: access, actual
 
and potential crops, availability of technical assistance,
 
critical environmental impacts, land use capability, water
 
quantity/quality and flow regime, water rights, access to
 
agricultural inputs, available marketing options, community
 
organization, land tenure, production technology needs,
 
watershed protection needs and water use conflicts. Once
 
identified, one of the DOESA small-scale irrigation teams,
 
consisting of an hydraulic engineer and an agronomist/soil
 
conservationist, will make a preliminary screening visit to the
 
site and prepare a brief report documenting any major technical,
 
social ot legal limitations encountered.
 

2aLgn: Based on the preliminary site
 

screening, the Regional Agricultural Development Committee
 
(COREDA) will authorize DIGESA and pro-qutlified private
 
contractors to perform the feasibility study and design of the
 
system. This will involve the calculation of water quantity and
 

availability, investigation of water rights end land tenure,
 
determination of potential production options# generation of
 
benchmark date for subsequent monitoring, determination of
 
economic and social feasibility, detailed design of the
 
irrigation system and preparation of a credit application for
 
the proposed project for submission to DAND2SA.
 

Construetnin and atintansne: Upon
 

receipt of a favorable feasibility study, COREM will priorities
 
the proposed project and submit a recomendation to SANDESA to
 

The system will be constructed
finance the irrigation system. 

by DIGESA or pre-qualified private contractors, who will
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organize labor, oversee materials procurement, supervise
 
construction and provide needed technical assistance and
 
practical training in system operation and maintenance. To the
 
eztent possible, construction will be undertaken by system
 
beneficiaries. Final acceptance of the completed system will be
 
made by the borrowers and BANDESA, with technical input from
 
DIGESA and/or a pre-qualified technical firm. Maintenance of
 
the systems will be undertaken by benefitting communities.
 
Committees will be formed to undertake periodic cleaning of the
 
canals, holding tanks and associated system components. Repair
 
or replacement of components will be financed by the community
 
through contribution or water-use charges.
 

ii. Watershed Managment ACtivit
 

Watershed management will be implemented
 
in the areas of the small-scale irrigation systems and in key
 
tributary watershed areas to provide protection and ensure the
 
long-term productive capacity of hillside plots. As in the
 
irrigation component, the rational selection of activity areas
 
and appropriate techniques will be promoted under this
 
activity. This activity will involve efforts in the following 
areas: 

Seleetoin of aetivitv ara--Watershed 
management will be introduced in all areas under small-scale
 
irrigation and in key tributary vatershed areas. Priority
 
watershed areas will be determined by DIGISA and USAID Project
 
management using a land capability map overlay system based on
 
various physical/social factors including slope, soil depth and
 
actual land use.
 

Sail and atr eonsrvaan--This will be
 

undertaken both in irrigation areas and in tributary watershed
 
areas to preserve the long-term agricultural productivity of
 
Highland areas. Soil conservation will prevent erosion of
 
watershed and agricultural areas, and will preserve the topsoil
 
of small farms. Practices will Include terracing, contour rows,
 
rockwalls, gully plugo and live barriers, depending on the
 
characteristics of the land capability map overlay.
 

Water conservation will not only prevent
 
the waste and promote the rational use of this resource, but
 
will also result in higher agricultural productivity.
 
inappropriate application and overuse of water, which can lead
 
to waterlogging, soil nutrient leaching and salinistion
 
problems which result in crop losses wil1 be addressed in this
 
activity by technical assistance in appcopritee on-arm water
 
use and water use planning.
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Social cost svnments will be used to
 
introduce soil conservation practices only in areas where they
 
are not presently being utilized. Interested farmers will be
 
selectedby DIGESA agents to receive payments and will be paid on
 
a per unit of land improved basis. BDADESA will participate as
 
the financial agent for the social cost payments, which will be
 
approved by the DIGESA extension agent, and be paid after the
 
installation and protection process is completed. It has been
 
demonstrated in previous USAID projects that once farmers
 
observe and are convinced of the benefits of soil conservation
 
practices, they will construct soil conservation structures
 
without social benefit payments.
 

Aaro-forestrv/Forest Manaaement
 
Actvm.ty--This activity will promote the protection of critical
 
tributary watersheds, contribute to the fuelwood supply of the
 
rural population, and increase rural incomes through the
 
production of lumber# fuelwood, fruit trees, fodder and green
 
manure species. The specific objectives include:
 

- Reduction of deforestation in upland 
areas caused by fuelwood consumption and land clearing for 
agricultural use 

- Protection of irrigation project water 
sources, including groundwater recharge areas, upland tributary
watershed areas surrounding project irrigated lands, and other
 
endangered local water sources
 

- Promotion of the establishment and 
management of local species or proven introduced species to
 
protect critical watershed areas and diversify agricultu:al
 
production systems
 

These activities will be carried out in
 
conjunction wit) DIOEDOS and DIGOZA. The efforts of these
 
organizations may be supplemented by a separate grant to a PVO,
 
at a future date.
 

C. Zna~A 

Long-term technical assistance $ 450,000
 
Long-term training 80,000
 
Short-term training 96,000
 
Zn-country training 136,000
 
Conuodities 102JiA
 
TOTAL 864,500
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This component will provide approximately 36
 
person-months of long-term technical assistance. This technical
 
assistance will emphasize the planning, implementing and
 
monitoring of small watershed land use activities and the
 
definition of criteria and standards for small-scale irrigation
 
project selection, design, operation and maintenance.
 

The training inputs will provide 48 person-months
 
of long-term participant training in agro-forestry/watershed
 
subjects in third countries (Brazil and Costa Rica) and in
 
irrigation management in the U.S. A total of 24 person-months
 
of short-term training in this small-scale irrigation and
 
watershed management in third country institutions will also be
 
provided.
 

$136,000 will be provided to conduct a wide range
 
of in-country training activities including:
 

16 courses in small-scale irrigation for technical
 
workers and farmers on such subjects as system design and
 
construction, utilization and monitoring
 

8 courses related to soil conservation for field
 
workers
 

8 courses in forestry related activities for field
 
workers and farmer participants
 

An undetermined number of courses for specialists
 
to upgrade their project management and monitoring skills.
 

Commo.ditie, with an estimated value of $1020500
 
will be provided for this component and will Include:
 

15 motorcycles to support DIOSSA field visits and
 
activities, as well as a package of specialized office,
 
laboratory, training and field equipment to support small-scale
 
irrigation and soil conservation personnel.
 

d. Outputs
 

270 small-scale irrigation systems
 
developed to irrigate 2,350 hectares, benefitting 6,000 rural
 
families through increased production and income generation.
 

- Integrated soil conservation and/or 
agro-forestry/forest management activities in conjunction with 
small-scale irrigation systems and at tributary sites to protect 
and/or improve approximately 6,400 hectares for the benefit of 
over 27,000 rural families. 
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- Acceptable standa:ds of performance in 
place and utilized by DIGESA in the design, construction# 
implementation, maintenance and evaluation of small-scale 
irrigation activities. 

-	 A multidisciplinary, institutionalized 
procedure to mobilize public and/or private resources to
 
identify potential small irrigation projects at the regional
 
level through the COREDA's.
 

2. 	Raearch and Extension ($1,500,000)
 

a. 	Oxervi
 

The Research and Extension Component addresses
 
the need to generate and validate technology which is
 
appropriate and acceptable to farmers in the Project area. A
 
cyclical process will be followed which mazimises the systematic
 
adaptation of research results to the socio-oconomic and
 
agro-ecological environment facing the small farmer on irrigated
 
lands. Thus, the objective of this component is to facilitate,
 
sustain and deliver relevant production technology and services
 
to the target population. To achieve this objective, the
 
Project will increase the effectiveness of public sector
 
research and extension services, and exploit opportunities for
 
enlisting private sector resources. Inputs required for this
 
component include training, technical assistance, procurement of
 
commodities and limited remodelling of laboratory facilities.
 

specifically, this component is designed to
 
achieve improvements in:
 

i t4uality and appropriateness of technology
reaching the farmer
 

- quality of the extension agents who deal 
directly with the farmer, and of the extension and research 
personnel who provide support and backstopping to these field 
workers
 

W 	 programing of extension and research
 
resources
 

-	 Information availability 

-	 logistic support for technology transfer 

The component will access research expertise
 
and experience from the private sector toesupplement currently
 

Through the use
overextended public sector research resources. 
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of credit resources, tailored agricultural technical assistance
 
will be procured from the private sector by small farmer groups
 
on irrigated lands. Drawing on both the private and public
 
sectors will serve to effectively identify relevant research
 
needs, shorten the validation process and improve technology
 
transfer to the small farmer target group.
 

There are three research and extension 
sub-components, described below: 1) Participatory Research and 
Technology Adaptations 2) Technology Transfer and On-Farm 
Assistance; and 3) Private Sector Participation.
 

b. 	Uboemnenns 
I, Psrlteftn~r asearch and 5Taehnaloovka 


Activities under this sub-component will
 
be directed towards on-farm adaptation of technology applicable
 
to small-scale irrigation sites with CoSMSereil production
 
potential. Experience gained in Region I under the Small Farmer
 
Diversification Systems Project demonstrated that this site
 
focus leads to successful adoption and expansion of commercially
 
viable vegetable, fruit, and livestock activities. Nonetheless,
 
considerable work needs to be done to increase farmers'
 
technical knowledge, improve and sustain quality input delivery
 
systems, and identify marketing opportunities, especially for
 
export-oriented commodities.
 

An an initial step in its research
 
andtochnology adaptation activities, ICTAo with the assistance
 
of DIOESA, DIGESPE and appropriate private sector entities,
 
will identify: a) potential collaborating farmer groups in 
project target areas; b) viable opportunities for increased
 
production of commercial crops and small-animal species: c) 
producer-group preference in the production of higher-value 
conmodities: d) important constraints to irrigated production; 
and e) availability and gaps of validated technology for 
market-oriented production.
 

DIG&SA and DIGXSEX, in coordination with 
ICTAs will then develop strategies for adapting available 
technologies for targeted groups of farmers. Applied research 
activities will Omphasise improved crop and livestock 
productivity and practical pest management procedures. 

ii. 	Yeehnelnav yfpntfay *ftd Onigin Atuttnn* 

This sub-component will improve the
 
quality and effectiveness of agricultural support services to
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participating farmers. DZOESA and DZOMPZ will serve as lead
 
agencies for the provision of support services for the formers# 
which will focus on: a) appropriate market information for 
small-scale producers; b) transfer of technology by production 
specialists to expand former skills$ C) information on new 

extended on-frm trials and streamlined
technologies; d) 
technology transfers 9) credit for small-scale systems


farmerproduction and marketing provided by 5ANDSA; and, f) 
group orientation toward marketing concerns. 

The sub-component is comprised of four 
stops: technology validation and transfer; development of 
regional technical information banksl implementation through 
training programs; and provision of agricultural support 
services. 

The validation and transfer of 
agricultural technology follow a sequence of six sub-steps: 

- site identification, in which specific 
irrigation sites for Project attention are selected on the basis 
of commercial crop and/or livestock potential 

- testing and field trials for selected 
activities on experiment station fields# in nurseries or 
laboratories# or on selected farms 

- validation on selected farms in 
Project areas 

- transfer of the validated 
technologies/varieties to extension agency personnel
 

M extension of the technologies directly
 
to Interested farmers 

M evaluation end follow-up over a span
 
of two or more production cycles to assess the sustainability of
 
the new technologies
 

in view of the wide variation in
 
agrooice economic, and cultural characteristics of the
 

to be covered by this Project, flexibility ingeographic ares 
ICTA. DIG35A andexecuting these six steps will be vital. 


will jointly carry out the validation/transfer process
D1098Sl 

with the participation, when approprise, of technical 

personnel and private contractors.
assistance 

Regional technical inforution banks will
 
Given the potentially
be established under this component, 
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large number of crop/livestock technical packages end the 
distinctive agro-ecological conditions encountered In the 
Project areas, the systematic accwaulation, processing#
 
exchange. and review of technical inforation will be vital for
 
problem identification and response. Such infomation, with the
 
accompanyinq diagnoses, must be networked and fed back to the
 
institutional back-stop professionals and the
 
validation/transfer personnel.
 

Coordination among personnel involved in 
adaptive tesearch, "tension and technical assistance activities 
will be addressed through focused, in-service and acaCemic 
training programs for producers, guias agricoles, Oxtunsionistso
 
and technicians. Standardizing the work focus around key
 
concepts of "farming systems* and instituting simplified,
 
systematic evaluation and control procedures will result in 
better communication among the various sources of help to the 
farmer. Training of extensionist will reinforce Important
 
aspects of comerocial production for selected crops end 
livestock& extnsion concepts within the framework of on-farm
 
systems methodologies, and basic concepts of marketing and farm 
recordkeeping. Gueas sgicolas will also be trained In former 
organizations production techniques and marketing concepts.
 

To determine regional resource needs for 
appropriate research and extension personnel to facilitate 
technical interventions in the selected Irrigation production
 
sites, the Research and Matension subcoamittee of the Project
 
Zxecutive Comaittee will be encouraged to estimate overall 
manpower requirements. Refinement of training priorities by 
region and improved guidelines for distributing training 
resources and material will thus be primary objectives of this 
activity. The experience gained by ICTA, D1GUA and DXGUIfl in 
aelion I under the small Farmer Diversification Systems Project 
will serve as a basis for developing realistic estimates of 
manpower* skills, and related resource needs during the life of
 
this Project. Closely integratod inter-institutional 
planning,onducted under the auspices of the local CORZDA, will
 
take into account the various needs ssossments, production
 
credit records, and irrigation site evaluations. The ICTA
 
regional charecterixations will serve as a valuable mane for
 
determining how human and physical resurces may best be
 
combined to provide targeted farmers with appropriate, timely,
 
and continuing services#
 

finally, agricultural support services for 
extension personnel and producers will be provided by ICTA, 
DGESA and DIOSIM in post-hrvenst handling of fruit and 
vegetables, implementation of crop and livestock production 
recoeMendations, post diagnostics, supervised pesticide use, 
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post control recommendations, soil and plant analyses and
 
fertilizec recommendations. These support services will be 
carried out at the new soil and plant tissue laboratories
 
proposed for Quetseltenango and Zacapa which will be constructed
 
and equipped as elements of the existing plant protection
 

central soil and plant tissue laboratory
laboratories. The 
located in Ouatemala City will be also upgraded (see Annex P). 

III. Private Anter partIeinptiin 

farm-level technical assistance is an 
important element in the transition from subsistence to 
commercial agriculture and in the process of modifying 
commercial production systems. The "oetnsion capacity of the 
public sector is limited by the quantity and quality of its 

Human, physical and financial limitations define its
resources. 

outreach capabilityl experience and training define its areas of
 
Comperence. The coverage that extension agents can provide to
 
the target producer groups is further restricted by obligations
 
to other elements in the agriculture sector, especially the
 
subsistence farmer.
 

For Project purposes and the long-run
 
sustainability of commercial agricultural activities, adequate
 
technical assistance from additional sources mUet be drawn
 
upon. The private sector has a substintial reserve of trained
 
agricultural professionals currently employed outside of 
agriculturally related fields. By topping this source, private 
technical assistance will provide an alternative to the public 
sector extension service, and would subsequently receive 

way as other inputs
financing from a credit line in the same 
(e.g., fertiliser and land preparation). The creation of this 
option will increase the overall availability of farm-level
 
technical assistance.
 

The 000 and USAID, in consultation with
 
relevant private sector entities (e.g., the Cologio d
 
Ingenieros Agronomos and the Asoclocion de Peritos Agronomos), 
will dofine the mechanism by which private agricultural 

provide technical assistance to mall-farmer
technicias 

three cycles), private
groups. During a trial period e.g.. 

sector technical assistance Will be financed on a 
non-reimbursable basis from a Special account In ANDSA. 
following this trial period, Continued use of private sector 
technicians will be credit-financed,
 

The mechanism established for private
 
sector participation in etension Services will describe fees
 
and pamnt modes, limits on work loado terms of reference, and 
lega0l ntrumonts to execute farmet/technician contracts. tn 
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addition, qualifying criteria (training, experience and prior
performance requiresents) and a system for monitoring and 
evolusting the productivity and quality of both the mechanism
 
and indiv dul technicians will be detined. 

c. I~un" 

Long-tem technical assistance $ 225,000
Short-tor technical assistance 384,000
Short-term training 64*000
 
In-country training 50,000

Commodities 517,OO0

Cont, and rohabb of labs and 

Inspection facilities lJn
 
TOTAL $1500000
 

The component will provide approximately 1
 
person-months of long-term technical assistance In pest 
management and fruit specialties. A total of 32 person-months
of short-term technical assistance in sed and nursery
monagement, extension training and materials development, pest
management end small species livestock specialties will also be 
provided. 

Training inputs vill provide approximately 16 
one-month training grants to visit UoS. or third country sites 
for observation/skills training in plant/soil analy is,pest

diagnosis, tropical fruits, seed technology, animlonutrition 
and vegetable crops. 

A" roximately $50.000 Is pInned for comprehensive
In-country training progres that will include courses for 
technicians and extensionists in practical,'hands-on* subjects; 
courses for guies agrfcolas in appropriate subject Greass 
national level seminars: and selected courses In mnagomnt,
financial administration/plainin personnl management,
technology monitoring and evalue ion topics. 

comodities for this component have an estimated 
cost of $5170000. Procurements include 12 motorcycles to 
support ICTA's field testing and outreach education progress
throughout the regions selected for theProject, Laboratory
equtment for bock-stop services, testing and field support to 
facilitate integrated pest Manement, soil analysis, fertliier 
and soil maintonsane, and seed improvement activities will be 
procured. Also included will be a range of laboratory supplies
and expendable items currently in short supply or son-existent 
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and which will impact on how the laboratories percorm day-to-day 
services.
 

The Project will also provide commodity support, 
primarily in-country, necessary for technical teams to do 
on-site or field demonstration and training work with farmers in 
the irrigated areas. Collaboration of Peace Crcps Volunteers 
will be sought to expand the capacity to avlortake these 
activities. These include fruit and vegetable verification 
trials, pest control and fertiliaer demonstations and trials, 
seed testing, and improved practices for both cropsand 
livestock. To backstop these field and laboratory activities, 
training materials and supplies will also be procured. 

Several training and laboratory facilities have 
been determined as needing limited rehabilitation to strengthen 
the research and outreach comitnents to diversification which 
are promoted under this Project. A total of $260,000 has been 
planned to upgrade facilities for the La 3aperans training 
center, soil productivity and pest diagnostic laboratories and 
export Inspection facilities. 

d. QUIUM 

The major outputs of the Research and 
Istension component include: 

- the establishment of four facilities which 
will serve the dual purposes of training and laboratory sites in 
support of the diversification thrust of the Project 

- technical data banks will be available to 
extension personnel, production agronomists and livestock
 
specialists to provide regional access to production information
 

- a simplified research system, based upon 
sound, applied investigative and participatory techniques will 
be in use by ICTA, DIOIA and DIGflIP to Solve site-specifiC
 
production problems 

- the regional COnMIes will be strengthened 
in their support of diversification efforts on irrigated ends 

integrated post management activities will 
be fully operational throughout the Project area 
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($802,000)
3. mArkhtiLr 


a. QY.iew 

The primary objective of this component is to
 
marketing infrastructure to
strengthen the public/private sector 


serve Project production areas and expedite the channeling of 
produce to domestic and export markets. To achieve this
 

(a) a
 
objective# two sub.Components are designed to establish? 


market informtion system operating at 
the national level and
 

to a loose
dealing primarily with the domestic market and# 
extent# the Central American Regional market will be established 
in UIDICA and will have links to an existing export 

information 

systemi and (b) a pre-shipment product quality control program, 

Including a system of grades, standards and measures.The principal

established for producers, exporters and buyers.
INVCA and DIGESA
implementing agencies for this component are 
and its office of Sanidad Vegetal.
 

The Marketing Component design is based on the
 

lessons learned during the Small Former Diversification 
Systems
 

Project final evaluation, the USAID/Guatemala Agriculture 
Sector
 

Development Strategy, and experience gained In other 
countries.
 

The central strategy of this component is to finance 
activities
 

designed to create a favorable marketing environment 
that will
 

benefit produce-s, wholesalers, retailers# and consumers.
 Spcificallyl
 

b. fSub~O3Dnenl~S 

I. NatkXt: tnfErsaalln £AXetfiM 

Narketing-related services will be
 

provided mainly by the Tnutaike *Ieaminal A re U aeitn 

Al.to public and private sector agencies* IXVZCA
Aoti epls 
will Install a Market Informtion system, develop product grades 

out market monitoring, This component
and standaids and Carry 
will also be supported by market investigation and other studies 
contracted under the Project Support Services Componento. 

The Market Information System (NIS) will 
with long- and short-term technicalbe installed In 1UDECA 

System dOsin and operation, Data processing
sistAce for 

equipment, field vehicles for logistic support, and training in 

off-shore and in-country locations and additional financial 
support for the costs and disseminating the compiled marketging 

means of cowunications willinformation using mass-miand other 
be provided.
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The major focus of the INDECA's HIS will 
be the domestic market. Because of established market linkages, 
regional export markets (e.g.. Hizico and El Salvador) will also 
benefit from the system. Zxport markets in the U.S. and Europe 
are of lesser importance to Guatemalan producers not 
Specifically geared to those markets. The Non-Traditional
 
Products Zzporters Guild (Oremial) currently specialised in 
these markets, and has ready access to all major reporting 
services. This component will therefore support INDECA's use of 
the Oremial's export market information expertise through 
reinforecement of Communications links, through which market and 
production information will be oxchanged. 

IKDECA will also establish relevant grades 
and standards for principal products traded internally and in 
regional ex act markets. The grades and standards to be 
developed will reflect the norms of the Guatemalan market, and 
will permit a common set of criteria to be defined for use in 
the information system. 

Training will be provided to HIS users to
 
gain facility and standarisation in its practical use. In
 
addition, INDECA technical capacity will be increased in the
 
area of techniques to improve the quality of product handling.
 
INDECA will also maintain an on-going system of market
 
monitoring for purposes of improving the information system.
 

Market study and research will be carried
 
out by the Project Support Services Component and primarily
 
aimed at the intesnal end regional export markets. Studies will
 
include internal market development potential, transportation,
 
and product differentiation. Periodic analyses of trends and
 
market directions will be made available to sector participants,
 
based in large part on the output of the information system.
 
Additional areas for investigation will be identified by the
 
Guatemalan and technical professionals.
 

The etension service link to the
 
marketing process will be provided by DIGZSA. As indicated
 
earlier, a major effort of the Phase ItAmendment isto create
 
an awareness of the market, and develop a capacity to
 
participate in it. The extension services of D10A will be the
 
producers' principal conduit at the fiel level for incorporating 
marketing criteria into the production process. Three long-term 
market specialist will be financed by the project to perform a 
dual role as marketin? advisors and trainers for DIGEM 
personnel. The function$ of these three specialists will be to
 
identify market opportunities, orient producer groups
 
towadpfmarkets and strategies, train extension personnel and
 
farmars in techniques of integrating market considerations into
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production decisions and guide INDECA on dissemination of
 

farm-level observations and experience.
 

ii, PrOduet OuaitXv tontral _vSxlm
 

The goal of this sub-component is to
 

reduce or eliminate the possibility of exporting contaminated
 

plant products to foreign markets, and to establish 
recognition
 

in foreign markets of high quality control standards. 
To fully
 

would subsequently have to enact
 accomplish this goal, the O0 

pesticide regulatory legislation on residue tolerance 

levels and
 

licensing of produce distributoros. Four areas will be
 

addressed by this sub-component: the development of quality
 

control mechanisms, pre-shipment inspection for 
pests# screening
 

for pesticide residues* and training and extension 
activities
 

that concentrate on correct pesticide usage 
and handling methods
 

to reduce post-harvest pest infestation.
 

Quality Control mechanisms will be
 

developed in conjunction with the Oremial in 
order to achieve a
 

recognized high standard of quality for exports 
of Guatemalan
 

fresh fruits and vegetables, such as has now 
been achieved for
 

snowpeas and some varieties o. melons.
 

Pro-shipment inspection will provide
 
uatemals for fresh fruits and vegetables
services within 


It will utilize the system and standards
 destined for export. 

established by the USDA because of the international 

recognition
 
A USDA
 

of this system and the importance of the U.S. market. 


PASA and ICAITI will provide technical assistance 
in this area.
 

The adoption of this system will eventually result 
in an
 

The
 
acceptance of the reliability of Guatemalan inspection. 


program will also have a positive impact in 
domestic markets by
 

increasing the capability and infrastructure 
of the Guatemalan
 

quarantine service to monitor post threats 
posed by products
 

entering the country and by applying many 
of the same standards
 

and criteria to products for internal consumption. 
The Oremial
 

will coordinate promotion and financial aspects 
with the private
 

sector*
 

Pesticide residue monitoring will be
 This
 
carried out in conjunction with pre-shipment 

inspection. 


activity will establish a service for monitoring 
pesticide
 

residue levels in sample produce from both export 
shipments and
 

local marketing centers. Collection of samples will bocarried
 

out by Sanided Vegetal and samples will be sent 
to laboratories
 

for residue testing.
 

Plant protection training and extension
 

activities will depend upon a rapid information 
system which
 

4 
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tracks back from the rejected produce to the producer, exporter#
 
packager, or transporter to identify the responsibility and
 
cause of rejection. This will require the cooperation of the
 
control and extension agencies of the public and private sector
 
export and internal marketing participants# such as the Oremial,
 

The free flow of information
major wholesalers and producers. 

regarding technology use and market consequences Is a critical
 
element to establish dependable product quality.
 

Long-term technical asmistance $ 300,000
 
Short-term technical assistance 192,000
 
Short-term training 56,000
 

70,000
in-country training 

184,000
Commodities 


$ 802,000
TOTAL 


This component will require approximately 24
 
person-months of long-term technical assistance to INDECA to
 
develop and strengthen public/private sector marketing
 
expertise. A total of 16 person-months of short-term technical
 
assistance will be financed to address concerns of marketing
 
grades and standards and information systems (data collection,
 
analysis and dissemination) and equipment and program training.
 

Approximately 8 short-term grants totalling 12
 
person-months will be provided for short, observational trips
 
and basic *hands-on" skills upgrading courses in quality
 
control, grades and standards, marketing Information, export
 
marketing, processing and packaging, and generalized marketing
 
a:tivities related to protection, inspection and monitoring.
 

Approximately $70t000 will be provided for
 
comprehensive in-country programs that will include over 50
 
courses in marketing orientation to field workers and farmer
 
groups, 20 information systems training programs to the NAGA
 
entities and 18 farm planning and management courses for
 
outreach workers and farmer/farmer groups. Also, two
 
specialized export promotion and three export inspection and
 
control seminars/courses will be provided to key private sector
 
personnel and/or senior and middle-level staff of concerned NAGA
 
institutions.
 

Commodities for this component are estimated at
 
$54,000, and will include 2 pick ups and I motorcycles to
 
support INDECA's field activities. Date processing and
 
transmittal equipment to support D:0A and INDECA work related
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to improved grades and standards, and marketing information
 
services, will alao be procured.
 

Working capital for marketing operations will be
 
provided under the Credit component, as well as funds for
 
investment in market infrastructure.
 

d. gutguts
 

- Market Information System with national 
and international coverage of prices and product movement 

- System of product grades, standards and 
uneasures which will facilitate data gathering and reporting for 
the information system, improve communication between buyers and 
sellers, and instill an orientation toward market requirements 
and demand, especially among producers 

- Pne-shipment program for exports which 
will result in reduced problems and rejections for Gtatemalan 
exports; producer and ezpc:;er awareness of the need and value 
for internalcontrols on exportsi standards for Guatemalan 
exports; an institutional responsibility for promoting and 
enforcing compliance with export standards; and an established 
international reputation for quality for Guatemalan exports 

M Private sector institutions effectively
 
working in partnership with public agricultural institutions to
 
achieve component objectives
 

4. QM*4i± ($4,422,000)
 

a. aiuxaim 

The Phase 11 Amendment will strengthen 
BAhDESA's credit analysis and administration in a minimm of 
four regions of the country through three interventionst (1) 
technical assistance to improve the operations of District 
Offices, agencies and ca as rurales01 (2) equipment and 
logistical support including field vehicles, basic office 
equipment and data processing systems: and (3) training in loan 
analysis, credit administration and data management. In 
addition, fund* will be provided to augment an existing credit component.
 

The objective of the credit component is to
 
provide financing, through a loan fund, to Project beneficiaries
 
for agricultural production, construction and maintenance of
 
irrigation systems, marketing working capital and
 
infrastructure, and soil conservation activities.
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Additionally, BANDESA will disburse, through a
 
special account, funds for private sector technical assistance
 
in the design and construction of irrigation systems and for
 
agricultural production.
 

b. Sub-eomponents 

i. BANDERA Crgdit Ooaraions and
 
Adminin irtion
 

Earlier evaluations have recommended the
 
decentralization of BANDESA's activities to increase its
 
efficiency in credit analysis, delivery and administration, as
 
well as to lower operational costs. In March/April, 1988, the
 
Mission financed an in-depth evaluation that concluded that
 
there have been some improvements in BANDESA's decentralization
 
of loan operations and expediting of loan processing in recent
 
years. The Bank, however, has continued to incur high annual
 
operating losses; loan delinquency remains a problem; personnel
 
and operations are still overly centralized and bureaucratic;
 
infrastructure is obsolete and deteriorating; loan analysis,
 
delivery and administration is deficients and, the lack of
 
liquidity continues to limit the number of small and
 
medium-scale producers having access to production and
 
investment financing.
 

The problems identified in the evaluations
 
are complex. Ongoing discussions between the Mission end the
 
Ministry of Agriculture are taking place to seek the most
 
effective manner to address 3ARISAs problems. In conjunction
 
with these discussions, the HAD Phase 1 Amendment will
 
encourage and support a gradual improvement of BANDESA
 
operations in Regions 1, N, VI and VIZ.
 

The amendment will finance technical
 
assistance and training for bank personnel and will provide
 
logistic support to District Offices, agencies and "calas
 
rurales" in the targeted regions. Region I will serve as the
 
model to determine the extent of administrative and policy
 
changes required to give sufficient autonomy to its regional
 
office. Based on lessons learned during the ongoing
 
decentralization in Region i, activities in three additional
 
regional offices will be initiated and resources to support
 
their upgrading will be made available in accordance with
 
BADZSA's overall decentralization strategy.
 

As noted, the March evaluation concluded
 
that DARDESA has made some progress in loan analysis, approval
 
and delivery process. Of the 30,000 loans made in 1987, 29,800
 
were approved at the agency level. However, loan documentation
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is excessive and generates high costs to both the borrower and
 
the bank, there is little loan follow-up due to a scarcity of
 
trained field personnel and the need to depend upon central
 
office financial and accounting reports, and there is no
 
marketing plan or effective regional budgeting process.
 

The HAD It Amendment has reserved a total
 
of two million dollars (US$2,000,000.00) in Grant funds which
 
will be used to provide additional capital to the BANDESA trust
 
fund. These funds will be tied to a CP and will be released
 
only once the 000 has financed a loan fund of $5.0 million
 
dollars (Quetzal equivalent) to supplement the existing AID
 
fund, and once a full-scale decentralization of Regions 1, It,
 
VI and VII has been approved and initiated by the Guatemalan
 
government.
 

This plan will include an increase in
 
regional loan approval authority, decentralization of loan
 
analysis, delivery and administration, relocating loan
 
collection personnel and processes at the regional offices, and
 
decentralizing accounting procedures and financial reporting.
 

Regional decentralization, however, will
 
not solve all of the problems of DANDESA. The delegation of
 
authority and accountability to the regional offices will bring
 
management decision-making closer to the agencies where the
 
farmer loan programs are being implemented. Regional staffing
 
must be increased and the quality of personnel upgraded to
 
promote more effective and rapid lending and to increase
 
recoveries in the outstanding portfolio.
 

ii. Onaratlon of ths Pro4act Loan Fund 

The Loan Fund mechanism used in prior
 
USAID-supported Projects provides an opportunity to introduce
 
innovations in lending criteria as a means of increasing
 
DANDESAos effectiveness in channeling financing to Project
 
beneficiaries. Modifications to the credit policy of the HAD
 
Trust Agreement will be developed and incorporated to streamline
 
the loan analysis and approval process, redune documentation and
 
guarantee requirements, and accelerate loan dLsbursements.
 
Possible modifications may include the use of multi-cycle crop
 
loans, ballon payments on investment loans, signature loans for
 
class OAO clients, etc., as a means of both accelerating credit
 
delivery and increasing the number of borrowers obtaining access
 
to Project financing.
 

The BANDESA Loan Fund will provide
 
financing to small farmers for: (a) crop production, irrigation
 
construction and maintenance; (b) marketing working capital and
 

http:US$2,000,000.00
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infrastructure; and, (c)soil conservation activities. Briefly,
 
these activities are discussed below:
 

(a)The production credit element is very
 
similar to that in the Small Farmer Diversification Systems
 
Project. However, financing is not restricted to
 
export-oriented crops and credit will be available to finance
 
basic grain production. All lending for livestock investments
 
will be directed at the establishment of commercial enterprises
 
in which livestock is a primary activity and source of income.
 

(b) Investment financing for irrigation
 
construction and maintenance will include both gravity and pump
 
systems, however, preference will be given to gravity systems in
 
order to lower initial investment, operation and maintenance
 
costs to the small famers and enhance their repayment capacity.
 

Currently infrastructure loans have an
 
extended repayment period (i.e., ten years) in order to
 
compensate for the farmers limited repayment capacity In early
 
years. Although this has reduced the annual principal payments
 
and brought them into line with the producers" ability to pay,
 
it has also resulted in high interest costs over the life of the
 
loan and delayed the reflow of investment capital. For this
 
reason the Project will continue to investigate other financial
 
mechanisms to lessen the investment costs of Project
 
beneficiaries.
 

(c)Project financing will also be
 
available for marketing working capital end infrastructure
 
development. Priority will be given to producers and producer
 
associations seeking entry into local and international markets
 
to enhance value-added income. The most likely use of
 
infrastructure financing at the local and regional levels will
 
target collection and distribution centers.
 

Finally, the Project will continue to
 
provide non-reimburseable financing to small farmers to promote
 
the expanded use of soil conservation measures. These
 
activities include terracing, contour rows, rockwalls, gully
 
plugs and live barriers.
 

iLL. lOelal Aeenunt rinancial BerviCmU 

The special account financial services
 
component includes two pilot activities to be managed by ANDiSA
 
separate from the Loan Fund but in close coordination with
 
credit delivery to the Project beneficiaries. The first
 
activity will finance the use of private sector firms to
 
complete feasibility and design studies of irrigation systems.
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The second activity viii finance the contracting of 
private
 

firms and individuals to provide technical assistance 
for crop
 

production and livestock management.
 

This use of Project financed technical
 

assistance will speed-up the design of Irrigation 
systems,
 

increase the likelihood that borrowers will 
make sound
 

investment decisions, and provide DBADWSA 
with an additional
 

assurance of loan recovery.
 

Zn order to encourage both the Bank and
 

the borrower to use private sector technical 
assistance, the
 

project will provide funds to be administered 
by DANDISA through
 

a special non-redimbursable account, on the 
promise that, once
 

private technical assistance has demonstrated 
its value, the
 

farmer will be more willing to pay for 
such support.
 

A final decision concerning the grant/loan
 

mix in the use of these resources and the 
specific terms and
 

conditions to govern the use of this special 
account will be
 

approved by A.I.D. and the 000 and be taken 
prior to
 

disbursement of financing for technical 
services.
 

c, Ineukta
 
5UMA=
 

Long-term technical assistance $ 300,000
 
252,000


Short-term technical assistance 
 84,000

Short-term training 
 150,000

Zn-country training 
 776000

Conmodities 
 1U299l82
Loan Fund 
 $ 4,422,000
TOTAL 


This component requires 24 person-months 
of
 

long-term technical assistance with primary 
emphasis on
 

developing and implementing a sound credit 
management program.
 

Assistance will also be provided to the 
administrative reform
 

process agreed upon in Project Amendment 
IV, An additional 21
 

person-months of short-term technical 
assistance will relate to
 

and organization and methods
 implementing computer system 

issues in the credit deliver process.
 

Trainig in uts will provide 21 person 
months
 

of short-term participant training for selected 
SANDISA
 

personnel in an appropriate third country 
In financial analysis
 

activities will
 
and/or credit managements Zn-country trainin 


include courses in credit and finance 
and/or data management
 

plus several broad-based courses in 
personnel management,
 



- 45 ­

evaluation and monitoring. To strengthen and expand operations
 
in the regions, 30 vehicles will be provided. Data processing
 
and adequate office support and demonstration equipment to meet
 
the office operation and information needs of the Project will
 
be procured.
 

d. QUkuU 

By the HAD Phase 11 PACD. the following
 
outputs will have been achieved by the credit component:
 

- Effective long-term decentralized 
management capacity within AIDrESA to structure, operate# and 
monitor its credit activities will be operational. including the 
ability to:
 

W Design Trust Fund agreements responsive to
 
Project objectives
 

- Generate, process and analyze loan data 

- Incorporate valid financial and banking 
criteria into loan administration 

- A logistic structure will be established 
within BANDESA enabling it to effectively manage its development 
portfolio 

- Increased comeercial faming operations 
will be achieved by small farmors through infrastructure. 
production and marketing credit funds, which will result In 
increased production and farmer earnings on a sustainable basis
 

- A credit line item for private sector 
technical assistance will exist which: 

professionals i Generates a demand for private sector 

institutions iM Reduces the pressure on public sector 

W Completes the transition of the small farm 
to a small business
 

ft*rvles ($5,226,400)
5. rsotr 


a. aQerslot 
This component has been designed to ensure
 

the effective and efficient implementation of Phase 11 of the
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Project. The magnitude and complexity of the HAD Phase 11
 
Project requires substantial improvements In the Project
 
management structure, and the establishment of built-in
 
flexibility to respond technical assistance needs as they arise
 
during Project Implementation. 

The use of a contractor for crucial, but
 
tedious contracting services is a key element of this project,
 
as Is the extensive use of in-country research and technical
 
support services. Key long-term contractor personnel will take
 
the lead in delivering a structured package of technical 
assistance, in-country and off-shore training, and comuodity
 
support.
 

The services of an agricultural policy 
advisor will be contracted directly by the Mission. The 
advisores primary function will be to ensure that the policy
dialogue/reform and institutional strengthening interests of the
 
Project are properly represented in the P1 480- and
 
ZSF-supported agricultural policy dialogue with the 000. This 
integration of a DA/PL 480/ 3r agricultual policy effort will 
help create an environment that includes stable and predictable 
nacroeconomic and financial policies and the development of an 
institutional and infrastructural bass required to support a
 
robust, internationally competitive eport agriculture.
 
Additionally, the policy advisor will address agricultural
 
planning issues to strengthen the NAGAs Planning Unit, USPADA.
 

b. Iuh-eeaoenent a 

i. Pra4egt Nanae nt
 

The Contractor will serve as the principal 
mechanism on behalf of USAID to ensure that resources and 
services (including coeiodity procurement, training, technical 
assistance Contracting, and Prosect Implementation and impact 
Monitorting) are made available in an expeditious manner, 
relieving USAID Mission personnel of the tit-consuming clerical
 
aspects of these activities.
 

The Contractor will be assigned functions 
which often cause implementation delays, and which historically
have been poorly managed by bolh USID and the 000. 
Traditionally, these functions have been provided under a series 
of contracts between USAID and private firms or other 
publicinstitutions. The multiplicity of functions and 
sub-contractors has Usually caused Serious management
difficulties and a confused hierarchy of responsibilities. The
 
Contractor will establish a point of accountability and a
 
precise structure for support services, and will respond to the
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- Feasibility and benefits of the 
creation of an internal system for controlling the quality of 
export produce. 

- Specific opportunities and outlets in 
regional export markets. 

- Management and institutional 
efficiency of irrigation. Examine the situation of water and 
the water user in Oustemala's Highlands twenty years from now; 
needs and relationships of water laws to water user 
associations: and government interface with community systems in 
terms of roles and responsibilities.
 

W A similar study in conjunction with 
soil conservation. 

- Establishment and maintenance of a 
sector-wide, user-oriented agricultural data bank to support 
alternative policy analyses: where should such a bank be 
located? What kinds of quantitative data and qualitative
 
information should be in it? now should it be updated? What
 
institutional links and computer facilities should be
 
established? What analytical capabilities are recoe nded?
 
Should these be within the public sector or contracted out? Is 
technical assistance needed? 

- What are the demand Implications of 
projects designed to increase food suppliesl How are farm 
consumption and dietary patterns affected by changes in incomes 
and food prices? How are these reflected in the balance between 
autoconsumption vs. sales and purchases of food (and other 
items) on the market? What are the impTlications for domestic 
and export availabilities? Olven growing population pressures, 
what will be the likely future tradeoff between policies to
 
promote food exports vs, domestic food security?
 

- lven the extensive land use required 
for cattle and sheep production, is long-term livestock export 
promotion consistent with policies designed to old land-strved 
small for mrs? How complementary are livestock *modules* with 
other small farm activities (quantitatively) in different
 
areas? What are the Implications of diminishing farm sizes for
 
optimum livestock packages? How might domestic mrket demand be 
stimulated for higheproductivity specle? What are the chief 
bottlenecks impeding increased production and improved animal 
health and genetic potential? 

- How should agriculturel research 
priorities best be established? What a the trodeoff between 



basic vs. adaptive resuirch? Should DIOKSA and DIGESEPE be
 
involved? How might sipport for ICTA be improved? Should the
 
private sector be tapljed beyond the level contemplated in the
 
Project Amendment?
 

iv. In-Countrv Technieal serviegs
 

This activity will support the hiring of
 
long-term, mid-level technical expertise to facilitate operation
 
of the various Project components, improve the strategy and
 
coordinate planning of Project activities, strengthen Project
 
information processing and monitoring and render follow-up and
 
feedback assistance for field activities. This is primarily to
 
incorporate and bridge the long-term arrangements established in
 
HAD I and which will be greatly expanded in this supplement, as
 
well as facilitate new and more comprehensive procurement and
 
training support. The profile of these services includes
 
irrigation and soil conservation, Irrigation structures#
 
watershed and ground water, comodity procurement and training
 
and information systems specialties. These services will be
 
arranged and administered by the Contractor with approval by the
 
ON and USAXID.
 

v. Knvironta Noedl 

An environmental assessment of the Project
 
will be conducted in August-September 1965 and will provide
 
findings and recommendations that will be Incorporated into the
 
overall Project structure in late TY 88. This sub-component
 
will reserve a budget line item consisting of 8100,000 to
 
address technical assistance, training and other resource needs
 
identified in the environmental assessment.
 

c. ZMnULt
 

U.S. Admin. Services and Support* S 2,063,400 
in-country technical services * 1,610,000 
Technical support (In-country
 

contracts/grants) 973s000
 
Baseline Study. 150,000
 
Invironmental needs 100,000
 
Policy Advisor 310LA.
 

TOTAL $ 5,226,400 

This component will require approximately 69
 
person-months of long-term technical assistance to facilitate
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management of the Project and administer the training and
 
commodity resources; this includes the Contractor's Chief of
 
Party/Management Specialist, Training Advisor and Procurement
 
Specialist.
 

Approximately 35 person-months of short-term
 
technical assistance will be required to design, implement and
 
produce the special studies and analyses. Approximately 312
 
person-months of mid-level assistance from Ouatemalan sources
 
will serve as field facilitators for the Project, particularly
 
as related to irrigation development activities# training and
 
commodity procurement.
 

This component will provide the in-country
 
Contractor office support which will include: 1) support
 
personnel suchas administrative assistants, financial analyst,
 
training support, secretaries (bilingual), clerks and office
 
support; 2) office equipment and furniture; 3) office
 
supplies; 4) communiation installation/support; 5) office
 
rent and security services; 6) in-country transportation for TA
 
and: 7) Contractor home office support.
 

d. OuLtuI
 

The Support Services component will achieve
 
the following outputs;
 

- Establish a streamlined management 
structure to properly allocate, utilize and monitor Project 
resources 

- Provide participating 000 Institutions 
with needed in-country technical services in areas that cut 
across the other four components
 

- Provide in-country mid-level 
technical/managerialprofessionals to complement the 000 and 
Contractor technical assistance arrangements in a broad array of
 
activities, ranging from enhancing and better utilizing the
 
natural resource base to establishing expanded logistic support
 
functions (e.g., commodity procurement, training, data
 
management systems)
 

- Conduct at least seven special studies and 
analyses to improve the planning, programing, and policies 
related to attaining particular Project objectives 

- Address concerns resulting from the 
Environmental Assessment in progress 
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IV. PROJECT ANALYR!K
 

A. Technical Analysis
 

1. Land and Water ae
 

Land and water resources will be utilized under
 
Phasei1 to increase the productive capacity of Highland forms,
 
while assuring their conservation through sound management
 
activities. Two specific activities will be undertaken to
 
achieve this end: 1) Irrigation; and 2) Watershed Management.
 
These activities will be implemented in an integrated manner to
 
assure a proper balance between resource utilization and
 
conservation. They will be carried out by a combination of 0O
 
and private institutions in irrigated areas and key tributery
 
watersheds to insure the long-term high productivity of Highland
 
plots and resource protection. Provided below are summarized
 
technical analyses of the land and water use activities to be
 
undertaken under Phase I. Annex L contains detailed analyses.
 

Under the USAID-financed Small Former Development
 
(520-0233), Small farmer Diversification Systems (520-0255) and
 
HAD Phase I (520-0274) Prosects, small-scale irrigation and
 
watershed management activities were undertaken. The
 
evaluations of these Projects have provided the basis for the
 
following technical analyses.
 

a. Small-Scala Irriaation
 

Under previous USAID projects# 87% of the
 
installed small irrigation systems have operated by simple
 
diversion gravity flow, employing either sprinkler systems or
 
surface ditches for water application. The time required for
 
installation of these systems varied between 180-220 days
 
depending on topography, water rights regulations, size and type
 
of irrigation system and number of beneficiaries. Phase 11 of
 
HAD proposes to install similar systems in the Highland areas.
 

Analyses of these small-scale irrigation
 
systems have found this technological ackage to be sound;
 
however, several recommendations have Leen made to improve
 
Implementation. Changes that will be incorporated into Phase I
 
of HAD include soil conservation activities in all irrigated
 
areas, implementation of a systematic site selection process,
 
and development of a computerized data base for monitoring and
 
analyzing projects.
 

To provide a more comprehensive and Integrated
 
approach to water and land use for irrigation, construction and
 
utilization of these systems will be undertaken together with
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water use planning, agro-forestry and soil conservation
 
techniques not only in irrigation areas# but in tributary

watersheds as well.
 

Detailed information on site identification,
 
construction, maintenance, data base for monitoring and
 
evaluation, technical assistance and training is included in
 
Annex L.
 

b. Watershed tianaemnt
 

Experience from previous projects show that
 
the limited amount of prime agricultural land, combined with
 
high population growth rates, has forced the small farmer to
 
remove natural forest growth and cultivate ever steeper hillside
 
lands. InHAD Phase IT,watershed management will consist
 
mainly of soil and water conservation and agro-forestry
 
practices. Due to the key role these activities play in
 
preserving the long-term productivity of agricultural land and
 
their close interrelationship, these practices will be
 
integrated together, and with irrigation activities. In fact*
 
as deforestation and conversion to agricultural land use occurs,
 
water retention has been reduced inmany areas and runoff has
 
increased, resulting in reductions of streamflow and locally

important water resources. Significant soil losses also
 
result. This loss of soil and reduced water availability have
 
resulted indecreased crop yields# and, inturn, decreased
 
farmer income.
 

Watershed management practices have been
 
promoted successfully in the Ouatemsalan Highlands for many
 
years. Over 2,225 hectares of bench terraces and contour rows
 
have been constructed under previous USAID projects in Region I
 
using home-made leveling devices and hand tools. In other
 
areas, hillside ditches, rock walls, live barriers and gully
 
plugs using similar design and construction techniques have also
 
been fvund to be appropriate measures to conserve soil and water
 
resources. When Integrated with crop mn&gent practices
 
(e.g., conservation tillage, contour cropping, incorporation of
 
crop residues, composting, green manuring, mulching and strip
 
cropping), these measures have had a marked impact on crop
 
production levels and long-term productivity.
 

Previous USAID project evaluations indicate a
 
need to integrate irrigation with watershed management. Under
 
the Phase It Amendment, this will beaccomplished at irrigation
 
sites and in tributary watershed areas. To increase
 
effectiveness, the management package will be broadened to
 
include agronomic practices and conservation structures. These
 
measures will also be expanded to respond to a wider range of
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soil, topographic and climatic conditions to assure optimal crop
 
productivity while conserving valuable resources.
 

Agro-forestry was introduced as a pilot
 
activity under HAD in 1983. This component promoted the
 
production of fuelwood by reforestation of public lands and
 
seedling planting on small private land holdings. As reported
 
in the project midterm evaluation, this component did not
 
adequatelysupport or address the overall objectives of
 
small-scale irrigation and soil conservation activities. 
However, in Phase I of HAD, agro-forestry will play a more 
integrated role in the management of tributary watersheds for 
irrigation areas. In addition, Phase U will address further 
Highland problems by broadening the scope of this activity to 
emphasize on-farm agro-forestry activities and the protection of 
important forest stands in key watershed areas. 

Past USAID experience has indicated that
 
agro-forestry activities need to promote the establishment and
 
management of local species or proven introduced species to
 
protect critical watershed areas and diversify agricultural
 
production systems. This will be accomplished under Phase II by
 
selecting species characterized by ease of propagation,
 
hardiness and productivity. Agro-forestry will also emphasle
 
the incorporation of complementary multi-use tree species within
 
existing or recommended cropping systems planted along fence
 
lines as live fences and windbreaks, incorporated with
 
conservation structures (such as along terrace slopes rock
 
walls or hillside ditches), and in mixed stands for watershed
 
protection and lumber/fuelwood production. On upland watershed
 
areas with existing tree stands, forest management (including
 
reforestation, thinning, selective cutting and/or protection
 
from fire and animals), will be employed.
 

successful approp:14te agro-forestry
 
technology packages that include the techniques have been
 
developed by the Centro Agropecturio Tropical do Investigaci6n y 
Inseftansa (CATIE) end the CAU/INAIOR agro-forestry projects. 
It Is expected that these well-researched and applicable 
packages will be employed in Phase 1 of the pro *ct by D9Uos 
(MOAIOR's) successor) and D142!A. As noted earlier, these 
activities may be supplemented by a separate grant, to a PVO, at 
a later date. 

Detailed information on the specific.watershed 
management techniques, their sequence of implementation, 
selection of conservation areas, technical asslstance# training 
and research under this activity is included in Annex L. 
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2. Research and £.nsien
 

The socLo-economic characteristics of farmers with
 
limited resources have been stated many times and are applicable
 
to Guatemalan *small farmer" agriculture. These can be
 
summarized as follows: 1) they are poor and have little ready 
cash; 2) loans to them are usually unavailable or expensive: 
3) they &re thoroughly conscious of an uncertain environment, of 
cash shortage and of family responsibilities; therefore, they 
are risk-averse; 4) they often suffer cyclical labor shortages 
and underemployment; 5) they may have opportunities for 
competing off-farm employment; 6) they are economicall 
rational, but may not necessarily be profit mazimmzin nocause
 
they have their own scales of utility; end 7) they live In a
 
social infrastructure of markets, supplies end communications
 
that is often weak andunreliable. Thus, it is not surprising
 
that limited-resource farmers approach innovation cautiously.
 
Yet, there are numerous data suggesting that farmers in
 
traditional agriculture are fairly quick to adjust to using now
 
production methods to enhance their own welfare. Farmers in
 
Guatemala's Highlands are no eception.
 

This component is based on the premise that such 
is already known about the farmer, that there is a large 
reservoir of technical information available, and that a basic 
framework of institutions Is in place to serve the agricultural 
community. It is also assumed that farmers in ouatemala do not 
demand a "perfect', risk-free packet of production technology; 
they accept a certain level of risk.
 

Therefore, this coeponent aims at separating out
 
the relevant fiom irrelevant research needs for Highlands
 
farmers, conso.lideting fro both public and private sources, and
 
hastening the 4:94ious validation processes of research and
 
extension to ttvd targeted farmer. This project component alms
 
at assisting NAMA institutions (primarily ICTA, DIr=A and
 
DZOURI5I) to develop a focus on understanding farmers' needs: 
improve the *hands-onl, relevant, and dynamic quality of their 
work; and to develop a capacity for problem solving. 

Innovations derived from adaptive research, 
validation and transference of technology are those which 
requires a) costless Inputs; b) costs in cash: and/or a) costs 
in additional effort. Successful innovations must either fit
 
the farmers' ioals and economic circumstances or initiate
 
changes to allow the innovations to work. On-farm-research with
 
a farming-systems perspective must advocate relatively simple#
 
even single unit, innovations which fit the circumstances. More 
complex changes usually must contemplate a series of adjustments 
through government and private interventions. 



Historically, Guatemalan Highlands agriculture has
 
been finely tuned and highly dependent upon seasonal rainfall
 
patterns, with up to six-month dry periods. Region I and Region
 
V are subject to periods of frost (from October until April)
 
during the dry months. Total yearly rainfall ranges from 1000
 
to 2700 millimeters and high probabilities of frost occur at
 
elevations over 1700 moters bove sea level. Agriculture in
 
region VI and VIZ has also developed under highly seasonal
 
rainfall patterns, where droughts are not uncommon. However,
 
during the long dry periods high temperatures may limit 
production of some crops and livestock. Within the context of 
these physical environmental constraints and assets, agriculture 
based on corn, beans, wheat, vegetables# fruits, sorghum, and 
sheep production have evolved into the highly tuned systems that 
are typical of subsistence agriculture. Traditionally, small
 
farmers have sought off-farm employmont to compensate for
 
production limitations due to small landholdings, reflecting the
 
fractionated land tenure situation, and theprolonged dry
 

Cropping systems have evolved for centuries around
season. 

corn, beans and wheat in Regions I and Ve and around corn, beans
 
and creole sorghums in Regions VI and VIZ. Thus, for the last
 
25 years, research and technical assistance have concentrated on
 
these crops, seeking to generate and provide technical
 
assistance through low-cost inputs, relevant to the reduced
 
economic circumstances of small-farm producer.
 

In 1975, small-scale irrigation was introduced,
 
resulting in a powerful instrument to expand small-farm
 
production, ameliorate frost effects, and reduce heat stress.
 
This innovation presented a possibility for increasing rural
 
income through intensified on-farm labor use, and high value
 
crops and livestock. This began modifying the economic
 
potential of small-farm producers by introducing another
 
dimension into the farm production system.
 

Within this context, a major concern arises
 
regarding the sustainability of production of higher value crops
 
and livestock, using subsistence agriculture as a starting 
point. Attention to technological concerns In soil productivity 
maintenance, ecologically sound peat and beneficial organism 
management, fertilizer use efficiencyo, and agro-forestry
 
practices, all have to be adequately addressed through
 
appropriate on-farm research and technology transfer processes.
 

This Project component will, in conjunction with 
the Land and water Use component, address the above mentioned 
concerns through an interdisciplinary team approach to on-farm 
research and technology transfer. Zfforts will be made to 
strengthen and institutionalize the capacity for promoting 
improved soil productivity maintenance practices, pest and 
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beneficial organism identification, sound pest management
 
guidelines, and safe pesticide use practices. Greater farmer
 
involvement will be promoted in the proper use of newly
 
available resources to produce within the framework of
 
ecologically sound agriculture.
 

3. M in2
 

The constraints associated with the poorly
 
developed marketing system have caused it to be a principal
 
limitation to the success of production-oriented activities.
 
Design of the marketing component is based upon the premise that
 
by increasing the availability and awareness of market
 
alternatives and opportunities, the participants in the
 
marketing system will make rational economic choices. in
 
addition, as their knowledge of market options increases, more
 
competitive systems will emerge, with benefits accruing to the
 
small and medium producer, as well as to the consumer.
 

Agricultural production and marketing for export
 
and domestic consumption are interrelated and mutually
 
dipendent. They form part of an integrated marketing system.
 
In Guatemala, the major outlet for farm output is the
 
domesticmarket, where traditional grains and vegetables are the
 
basic units of production and consumption. For some of these
 
same commodities, major export markets have developed (e.g., El
 
Salvador and Mexico), and represent important growth
 
opportunities. While the products demanded in these regional
 
export markets and the Guatemalan internal market are the same,
 
international boundaries allow market differentiation. Thus,
 
while the traditional small producer does not have to change his
 
production program, he should be able to choose between two
 
markets. In a competitive marketing system the producer should
 
then be in a position to maximize benefits through rational
 
market selection.
 

The situation with respect to specialty export
 
crops (primarily to the U.S., Canada and Zurope) does not lend
 
itself to the same degree to interrelation between the export
 
and internal markets. However, two directions can be pursued to
 
bring them into closer contact.
 

Promotion responsibility and initiative rests
 
primarily, and ultimately, with the private sector. Both
 
producers and marketers have a direct interest in broadening the
 
composition of the national dieL. Within the near future
 
organizations or associations representing these groups should
 
consider long-term campaigns for affecting changes in
 
consumption patterns.
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A second path of action towards a closer
 
synchronization between traditional and export activities
 
requires the development of a market orientation and mentality
 
among commercial producers. Basically, this implies accepting
 
market considerations as the primly element in production
 
planning. Once the farmer produces with the objective of
 
satisfying market demands, he can more easily adapt to the
 
special rigor that export markets requi:e. This approach to
 
farming will enable the producer to diminish risk and increase
 
income stability and security, whether he elects to deal in
 
domestic or export markets.
 

4. CredtI
 

The Trust Fund mechanism has been underutilized as
 
a development instrument. While BANDESA, as the national
 
agricultural development bank, must be responsive to soial and
 
political policies and pressures in which decisions are ften
 
based on other than economic criteria, the Trust Fund provides a
 
means of separating specific internationally financed programs
 
from general bank operations. It allows the creation of a bank
 
within a bank, in which the modus agarandt can reflect a more
 
objective portfolio management.
 

a. AdminItration 

In order to take ru71 advantage of the Trust
 
Funds, the latter must be isolated frcs the obstacles which are
 
hindering efficient operation in other divisions of BANDESA.
 
Within the specific context of the HAD Project Amendment, the
 
Trust Fund must be given an agility and competency commensurate
 
with that found in the private agricultural production and
 
marketing sectors which it must serve.
 

Trust Fund administration within BANDESA must
 
be coordinated with respect to objectives, procedures and
 
resoarce use. Currently, many activities financed under the
 
collective trust fund mechanism are redundant, compete for
 
scarce managerial and operational resources, and are a source of
 
volumes of work at clerical and mid-management levels. It is
 
equally evident that Trust Fund efficiency is reduced by the
 
inadequacy of BANDEA's logistic support and data management.
 
Trust Fund activity is dependent upon the same equipment and
 
personnel used to perform general bank functions.
 

b. ZmazisnaU
 

The effect of strengthening the Trust Fund 
element in ARDESA takes on added dimension and importance 
considering its potential as an aggressive instrument for 
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development# rather than merely a passive repository of credit
 
funds. The wide latitude permitted in Trust Fund specification
 
has enabled the bank to serve target groups which were
 
ineligible under BANDESA's own-funds portfolio regulations.
 
Now, a second round of innovations is needed in order to better
 
serve this expanded client group, in a manner consistent with
 
real economic and technical conditions.
 

The delimitation of the terms and provisions
 
of the Trust Fund agreement should be considered as an integral
 
part of project design; and, the agreement under this amendment
 
must serve the Project's new activities and orientation. In
 
addition, the Trust Fund agreement must be given a built-in
 
flexibility which will allow it to be modified in response to
 
exogenous changes one in accordance with dictates of experience.
 
The first generation A.I.D. Projects upon which this amendment
 
is built provide clear examples of areas in which Trust Fund use
 
can be improved.
 

8, Administrative Analysis
 

1. OVprviw 

Evaluations of the Small Farmer Diversification
 
Systems and HAD Phase I Projects indicate that many of the goals
 
and impacts on the target population were not achieved within
 
expected timeframes due primarily to inadequate administrative
 
and management capabilities. Lessons drawn from the
 
previousProjects highlight the type of institutional and
 
administrative modifications needed before initiating Phase 1I.
 

Successful completion of this Project will require
 
effective supervision by, and coordination of, seven Ministry of
 
Agriculture, Livestock and Food agencies operating across an
 
area comprised of at least four administrative regions in
 
Ouatemala's Highlands. These agencies will additionally be
 
working with.a multiplicity of private sector organizations and
 
consultants. In view of the persistence of management and
 
coordination problems afflicting multi-component projects,
 
special emphasis has been placed in this Project on mechanisms
 
to facilitate the tasks of the public sector institutions and to
 
lve them greater flexibility to adapt procedures and goals to
 
ocal circumstances. These can be summarised briefly as
 
including:
 

4- Regional decentralization of Project
 
decision-making via the use of existing Regional Agricultural
 
Development.Committees (CORIDA's), each with its own Project
 
technical sub-committee
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- Project design and management training for 
directors, program leaders, technicians and administrative
 
personnel; "training-for-trainersu courses for program leaders,
 
technicians and field agents
 

SExtensive 
 use of sub-contracting to privets
sector entities (local, U.S. and third country) to facilitate
 
the Kinistryls management of the Project In such areas as
 
technical assistance recruitment and administration, commodities
 
procurement, and special studies and surveys
 

- Specific training and commodity assistance to
 
address the weaknesses of individual agencies
 

In general, the Oinstitutional strategy* of the
 
Project is to make maximum effective use of existing

institutional capabilities, recognizing that there are
 
unavoidable limitations to what the public sector can do, and
 
employing private sector expertise, where appropriate, to
 
complement public sector skills and resources. Through this
 
process, an effective public/private sector alliance should
 
result, enabling Guatemala to design its own sustainable
 
development projects in the future.
 

2. hL.AaIMa 

Seven ministry of Agriculture (MAG) institutions
 
or agencies will participate directly or indirectly in this
 
project:
 

DIOGIS (Direcci6n General do Servicios Agricolas)

DIGZEZPZ (Direcci6n General do servicios Pecusrios) 
DIGZIOS (Direcci6n General de Bosques y Vida
 
Silvestre)

ICTA (Instituto ae Ciencias Y Teocnologlss
 
Agricolas)
 
aANDISA (Banco Nacional do Desarrollo Agricola)

INDZCA (Instituto Nacional do ComercialIsaci6n
 
AgricolW)
 
USPADA (Unidad Sectorial do Planificaai6n Agricola
 
y Alimentact6n)
 

Three of these (DIGMAB. DZGZSM and DIG OS) are 
line sencies under the direct administration of the minister of 
Agricu ture* USPADA Is a separate support unit for the ministry 
providing planning, programing, and budgeting coordination 
services. ICTA, AND:SA and INDCA enjoy semi-autonomous 
status, the Minister of Agriculture servine as a member of their
 
respective boards of directors. Specific functions and
 
characteristics of each agency can be found in Annex J.
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zxcept for USPADA, the ministry agencies have
 
regional and sub-regional (or "districto) offices, each with its
 
own director and stiff. Regional offices are linked locally by
 
Regional Agricultural Development Committees (CORZUDA's) in some
 
regions there are sub-regional counterpart committees
 
(COSURDA'S). CORDA's and COSUREDA' comprise the principle
 
means of interagenc coordination in the execution of
 
multi-component projects. Legally, they are not *institutions"
 
with legislative or administrative authority fr ltu. However,
 
under the small farmer Diversification Systems Project in Region

Z, the local COREDA acquired some of these functions da ctog,
 
and this was one of the factors contributing to the success of
 
that Project.
 

Under this project, emphasis will be placed on the
 
COSUREDAs s 'tacticalO coordinating bodies, since their members 
-- the Ministry sub-regional Agency Directors -- , are the 
immediate superiors of public sector extensionists, livestock 
promoters, credit agents, and other field personnel. 
Coordination& is especailly Important at this level, where 
sector strategies and projects are transformed into concrete 
activities involving farmers and their communities. Hence#
 
thoze co=ittees are included in this analysis.
 

3. ionsiueinl s~rknahs 

Viewed from the perspective of the past twenty
 
years. there has been significant !mprovemnt In the Public
 
Agriculture Sector's ability to manage development programs.
 
The consolidation of over twenty sector egencies into eight
 
during the 1970'S and the establishment of the regional COREDA's 
were major steps forward, simultaneously improving the focus of
 
policy implementation and, via decentralixtion, rendering
implementation more flezible.
 

The present government is strongly committed to
 
sustaining and improving the condition of the small farmer. it
 
is well aware of the socioeconomic factors giving rise to the
 
Present duality characterising the agriculture sector, and it
 
has conceived realistic strategies to mitigate them over time.
 
These strategies and their philosophical underpinnings are
 
conqruent with USAID's outlook in general, and with the
 
objective$ of this Project in particular.
 

Note significant, however, is the fact that the 
kinds of problems and Issues addressed by this proeOt 
havebecome less *political' over time. Beginning in 1975, these
 
has been a discernible trend of growing government support for
 
program aimed at strengthening institutional capabilities in
 
concrete wayss a series of USAUD projects with institutional
 



components -- Area Sample Frame Development, Small Farmer
 
Development, Small Farm Karketing, Small Farmer Diversification
 
Systems, among others -- all received solid support from
 
contemporary governments8.This uggests that quite-apart from
 
the temporary occupants of the political offices in the
 
government, the more permanent occupants of the
 
bureaueratiC/adminstrativa office are accepting the need for
 
institutional change. This trend, if it continues, bodes well
 
for sustainability, not only of specific Project achievements,
 
but of effective internal mechanisms for conceptualizing#
 
designing, and implementing future Projects.
 

The quality of DIOUA, DIGESEPE, and ICTA
 
professionals and technicians is generally good. Many of them,
 
even in more remote locations, are young and highly motivated.
 
Although their numbers are still far from adequate and many
 
receive scant logistical support, most are hard workers and
 
eager to learn. The Ministry's outreach has definitely improved
 
in the post twenty years.
 

Several agencies--3ANDZSA, IDZECA and INAFOR
 
(recently replaced by DZOBOS)--have become seriously
 
overextended in recent years, their statutory responsibilities
 
outstripping the resources at their disposal. Nevertheless, the
 
government has recognized this and has inaugurated strategies to
 
upgrade the quality of internal training, improve the flow of
 
information and resources, limit the scope of individual agency
 
responsibilities, and decentralize decision-making. The
 
institutional mechanisms prescribed in this paper are be
 
consonant with these efforts.
 

4. InniOttenal Weakn...
 

Although the magnitude and quality of KMAGs 
outreach to small farmers has improved greatly In recent years, 
the number of farmers needing help has grown even faster. 
D0G0A's guia agricole program and its growing reliance on 
representantes agropecuarios has eased the situation; both 
gu as and representantes ate paraezteneionists who live in 
small-farm comunities and provide neighboring farmers with 
basic assistance at a low cost to the government. Nevertheless 
there remain tens of thousands of farmers, especially in the 
more remote mountain areas, who have never received technical 
assistance of any kind, even for traditional basic grains 
production and mrketing D1098M and I AIDEoA, both 
significantly smaller than DIGrA, have a correspondingly more 
restricted outreach. Thus, many small farmers re deprived, not 
only of basic crop production assistance, but of crodit and 
livestock services as well. 
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DIGESA and SNDESA, both large and 
highlyarticulated agencies, are hard resed to keep track of
 
their many regional and field activit ce. They lack
 
standardixed, focused internal information systems which would
 
permit their directors to relate the quality of their employees,

performance to the cost of their operations.
 

Performance standards and objectives tend to be 
excessively quantitative: numbers of field visits, numbers and 
amounts of loans made, numbers of farm households and total farm 
areas covered. Low rates of acceptance and diffusion of ne
 
technologies and high rates of small farm loan default are
 
common as a result.
 

ICTA and DIOSEPI generally possess highly trained
 
scientific field staff. They are arguably the most capable

professional agencies NMGA has. Nevertheless, this fact has
 
contributed to a sense of elitism which has distanced them from
 
the other agencies, and they have tended to pursue their own
 
independent agendas. Flexibility and interagency coordination
 
have suffered, especially in the key area of technology

validation/transfer (see section IU.C.2 and Annex N).
 

Channels of authority within agencies can be 
confusing. DIGZSA, for example, divides its activities into 
distinct "program aresss: vegetables, fruits, soil 
conservation, irrigation, home economics (a ueAdAraU d.1 
lO = 0) and training. lach of these Is headed by a Program
director. At the regional level, these directors may deal
 
directly with local farmers and extensionists, there yassing

the letters* subregional administrative directors. Thnis
 
contributed to a marginalization" of subregional offices and a
 
widespread sense of Irrelevancy regarding the COSUREDA's,
 
phenomena socially noteworthy under the Small Farmer
 
Diversification Systems Project in Region 1.
 

All NAGA a encies jointly lack a unified
 
information/data system designed to give decision makers a 
detailed picture of events in the field. Thus in any given
period it Is difficult to mke balanced judgments about how 
global accomplishments relate to global objectives in order to 
effect timely adjustonts to logistics and execution. USPADA 
and the Statistics Directorate of the Ilnistry of Sconomics 
Criodically provide statistical information about the sector,

such of this is not user-orienteds that Is, it Is not 
idantified and collected with an eye %o constructing analytic
indicators linking on-going sector activities with specifio
project/progran goals and targets. In part, this reflects 
nability on the part of USPADA planners end agency programers 
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to conceptualize sector strategies holistically and to apply
 
such a vision to concrete tactics in the field.
 

The consequences are tardy and unfocused
 
evaluation of joint agency accomplishments and excessive
 
emphasis upon short-term programing and budgeting by all
 
agencies.
 

All agencies are likewise afflicted by shortages
 
of office facilities, training materials and equipment, vehicles
 
and gasoline, and other logistical support. ZIDICA and INAFOR
 
have suffered the most iithese areas in recent years. but
 
DZOESA, with Its numerc., employees, broad area coverage, and
 
heavy responsibilities, has difficulty in responsibly managing
 
the resources it does command; inadequate a nd the
 
fungibility of such items as gasoline, vehicles, and technical
 
equipment provide irresistible temptations toward laxness in
 
accountability at local levels. Even WCTA and DIGISEPE suffer
 
shortages in key equipment and laboratory facilities which
 
diminish the effectiveness of extension, research and validation
 
activities.
 

5. eoordinlationl Prablmt 

As mentioned previously, Guatemala s eight 
COREDA's were not intended to exercise Olegislative' authority 
over their component member agencies, and, with the exception of 
Region I's CORZDA, the have not don* so. In Region I, the 
combination of strong leadership on the part of the DIOESA 
director during his tenure as committee president and years of
 
joint collaboration under the Small farmer Diversification 
Systems Project led to an unprecedented degree of individual
 
agency compliance with COREDA decisions. This, combined with
 
the tacit approval of NftGA authorities, afforded COGRDA the
 
autonomy and flexibility needed to make timely, binding
 
Project-wide decisions affecting a host of issues and problems.
 

However, the other CORIDA's destined to
 
participate in this Project have not undergone the arduous
 
evolution experienced by the Region I committee. The Region VI
 
CORDA (Jutiapa) has gone the farthest in recent years to
 
achieve effective coordinating methods with the help of IICAs
 
but the levels and sophistication of coordinated programs in
 
that area have not matoheA those required by the Small Farmer
 
Diversification Systems ProJect. The Region V CORUDA has
 
traditionally been overwhelmed by the nearby presence of COSUCO
 
and the National agency offices in Ouatemala City. The Region

VII COREDA (Zacapa) has suffered from both scarce resources and
 
lacSi of systematic support for Interagency cooperation.
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There is a tendency in some regions for Agency
 
Regional Offices to bypass their sub-regional counterparts and
 
work directly with extensionists and farmers. This has happened
 
where regional program technicians (DIGESA and DIZESEPl, for
 
example) directly involve field personnel in presentations and
 
field days. The result is Omarginalization" of the sub-regional
 
offices and their COSUREDAs at the expense of local coordination.
 

Thus, the practical application of sector policy
 
continues to be largely "balkanized', especially at lower
 
institutional levels. Even in Region I much remains to be done
 
to transform the COSUREDA's into true arbiters of tactical field
 
coordination and to weld field agents into effective
 
interdisciplinary teams.
 

6. Smmar: Tmplteat4ens far Prn4eKtStraeaieu 

This analysis, in the face of the institutional
 
complexity characterizing Guatemala's public agricultural
 
sectorhas necessarily been superficial (additional detail can
 
be found in Annex J). Nevertheless, It has underscored broad
 
areas in which the mechanisms defined in this Project Paper will
 
contribute to stronger, more effective implementation of
 
Ministry of Agriculture policy:
 

Strengthening Regiopil CORZDAs by assigning to
 
them oversight authority over all project related activities in
 
their respective regions via project technical sub-committees
 
consisting of representatives of participating NGA agencies.
 
Each COR DA will have latitude to shape the application of
 
project components to its local circumstances within general
 
guidelines established by the National Agricultural Coordinating
 
Comittee (COSUCO).
 

Strengthening individual MAGM institutions via
 
training in management and administration for key decision
 
makers, professionals, and techniciansl upgrading of the
 
agencya own training capabilitiesi facil tating acquisition of
 
technical and training materials and equipment,.
 

Reliance upon private sector entities and
 
individuals to facilitate 0O's manaqement of the project by
 
providing specialized complementary services in the areas of
 
material procurement and the recruitment and administration of
 
technical assistance, under the supervision of MAA and COSUCO.
 

Creation of a Pro eat Technical Committee under
 
COSUCO responsible for overall Interregional Project oversight
 
and coordination, in collaboration with USAD, regional
 
CORU'sO and private contractors.
 



Specialized Training and material Support tailored
to the needs of individual parttcipating NAGA AgenCiest 41
 

specified elsewhere in this Project Paper Amendment.
 

innovative means of Extending KAOA's outreach to
 
farmers such as provision of contractual specialized technical
 
extension assistance from private sources, strengthening
 
sub-relional COSURIDA's, and fostering formation of local
 
interdisciplinary "field teams' consisting of already in-place
 
extension personnel, to provide more balanced assistance
 
packages.
 

C. soelal Analysis
 

This Project Is noteworthy for the diversity of its
 
technical components and of the sociocultural characteristics of
 
the intended beneficiaries. Geographically, virtually all of
 
Guatemala's Highland region will be included, from the Mexican
 
to the Honduras/El Salvador borders. Within this vast area,
 
themajority of the population are farmers, cultivating an
 
average of less than 7 hectares of corn, beans, squash and other
 
traditional crops. Culturally, Guatemalen farmers, like their
 
counterparts in Bolivia, Ecuador, and Peru, comprise a
 
heterogeneous mix of ethnic groups ranging from *Indians' the
 
direct inheritors of ancient pro-colonial native traditions to
 
poor non-indian oladino descendants of the country's Spanish
 
consustsaderas. Climatically, the area ranges from the cool
 
western mountains through the temperate central regions, to the
 
warm, semi-arid eastern hills.
 

These differences strongly condition the farmers' ways
 
of thinking about risk, and their receptivity to change. Since
 
agricultural diversification and soil/water resource management
 
involve both of these factors, it is especially important that
 
strategies for this Project be sufficiently flexible to permit
 
adaptation of technical assistance to local circumstances.
 

1. The tinned! penula~i8 

The principal beneficiaries of the roject will be
 
small subsistence farms cultivating less then 7 ectared. Such
 
farms typically comprise six to seven family members cultivating
 
corn, beans, and a few vegetable crops, primarily for home
 
consumption. Most farms have a few chickens, pigs, and an
 
occasional milk cow tended by women end children.
 

Three broad categories of small farmers can be 
identifieds Traditional Indian, Transitional Indians and 
Ladino. Traditional Indians predominate in the West, Ladinos in 
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the East. Transitional Indians concentrate about the larger
 
towns and in the central Highlands. Ho sharp lines divide these
 
groups, however, since "Indian" and "Ladino" are terms referring
 
to varying combinations of characteristics including life
 
styles, language, modes of dress, attitudes and motivations.
 

?raSittinal rndian Parmrn,: Do not share "modern" 
attitudes about "progress", economic and material values, or 
notions of "progress" over time. They speak a variety of
 
languages deriving from the original Maya, using Spanish mainly
 
as a "lingua francs" in communicating with other Indian groups

and with the Ladino-dominated world outside of their Community.

Loyalties to cultural tradition and to the local Community are 
strong. Distrust of outsiders is comeon and runs deeply.
levertheless, traditional Indians have demonstrated a
 
willingness to change under pressures of poverty and growing

local population.
 

Tranittonal Indiana: While retaining elements of 
their traditional culture, this group seeks to Interact more 
fully with the market system and is more open to innovation for 
specific purposes under specific conditions. They have acquired
 
tastes for some of the goods and Amenities found in the towns
 
and cities and have had more experience with credit and formal
 
modes of organization. Many are aware of less traditional ways

of farming and are more open to risk taking.
 

Ladies Parmerag Share the cultural values of the
 
governing Hispanic groups in he larger urban areas. The re
 
better educated more literate and better informed than their
 
Indian counterparts.
 

In spite of these differences, the Project is
 
expected to provide benefits to most small farmers among these
 
groups provided that careful attention is given to providing

information appropriate to their needs and in a form they can 
understand.
 

2. lEoe eA 3hanafiI~ 

Zemediate benefits will Include Increased 
employment and net incomes, epanded savings opportunities and a 
broader range of choices In production and consumption.
Improved health and nutritional status will enhance both the 
fuaw:ity and quality of family labor, with mre opportunities 
or schooling and leisure time. Yuller productive on-farm 
employment will reduce the need for off-fam wage labor and
 
seasonal cigration, In the longer tom, gains in small farm

Income and saving will increase effective demand for 
non-agricultural goods and services and generate a growing pool 
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of rural capital available for financing both rural and urban
 
investments
 

3, Role Of Wae 

Evidence from recent diversification projects in
 
Guatemala suggests dramatic changes in the nature of, and
 
financial returns, as a result of women's roles on smll farms.
 
Traditionally, farm wives, indian and ldino alike, perfom most
 
of the marketing activities, oversee the farm animals and fowl,
 
prepare and distribute the family meals,.and coordinate most
 
household activities, including management of the family garden.
 

With diversification into a greater variety of
 
fruits# vegetalbe and animls, these tasks can be expect to
 
intensify. Sorting, washing and trimming --essential first
 
steps in fruit and vegetable processing-- almost certainly will
 
be done by women. Marketing activities will likewise become
 
more diverse and of necessity, more sophisticated. As labor
 
requirements rise, more women may be found working in the fields
 
at certain times of the year, especailly engaged in tasks
 
requiting more agility than brute strength. lmpro-'ments in
 
animal sanitation, breeding, nutrition and selecti ;,will result
 
in increase income from women's care of the household livestock.
 

As the income related to her activities rises, she
 
will be freer to make decisions about food purchases and
 
distribution within the household. Studies undertaken in
 
Guatemala show that the state of the household's nutrition
 
correlate more strongly with the income earned by women than
 
family income generally.
 

This project will address, directly and
 
indirectly, the issues of women's roles in diversified faras.
 
First, the project baseline survey and final impact evaluation
 
will collect gender disaggregated Information relating to
 
household division of labor and decision making, levels and
 
kinds of female controlled income and ezpenditure,and public
 
sector program training activities oriented towards women.
 
Second, in those areas covered by the projects, support for, and
 
coordination with DIEMA's °lducadora del Nogsr; prgram will be
 
encouraged. Third, training and etension plans involving
 
agricultural production activities (e.g., fruits, vegetables,
 
livestock) will be designed to incorporate and support work 
traditionally done by women and children, especially in the aras 
of animal husbandry and on-farm crop processing. Fourth, under
 
the project marketing component, efforts will be made to insure
 
that improved market information reaches farm wives. 



A greeter availability of vitamin-rich fruits and
 
vegetables and protein-rich Milk and eggs should improve the
 
traditionally lamentable status of young children and lactating
 
mothers, especially it diversified production is accompanied by
 
education leading to increased on-farm consumption to improve
 
food storage and preparation.
 

Finally, the Increased Incomes and opportunities 
for .eisure brought about by diversification should enable woman 
to acquire literacy and fluency in the Spanish language and to 
obtain more schooling generally. These, in turn, should 
contribute to a larger womens participation in management of
 
the farm as a whole and to grater possibiltities for non-farm
 
activities. Emprovement in women's status in traditionally 
male-dominated indian and ladno societies should follow in the 
longer term.
 

4. Luread lIfeOnt 

Small farmers in Oustemala--Indian and Ladino 
alike uonmonly share Information about farming practices and 
have a strong awareness of what their Immediate neighbors are 
doing. They are accustomed to working in groups, formally or 
informally as circumstances opequire and every conounity has 
at least a few individuals willing to innovate. There must, 
however# be a More proactive approach to the interchange of 
Information between farmers in different regions, to prevent the 
constant reinventing of the wheel.
 

To promote this spread offectt the Ministry of 
Agriculture has developed the ZntreLaeglonal Technology Transfer 
Program. Under this activity, the ministry transports farmers
 
and extension workers outside of their regions to observe, and 
learn Iron, successful projects elsewhere in Guatemala. This 
program has proven sucessful and will be supported by this
 
prolect.
 

P. Leflnoeie Anatweimt 

The activities to be carried out under Phase It of the 
Project are expected to produce significant economic benefits 
resulting from increased crop production and higher famer 
incomes. Please see AnMe I for the detailed economic analysis. 

The principal economic benefits under Phase rI of the 
Pro oct will result directly from the installation of
 
small-scale irrigation syatemO which pomits$ 1) multiple 
cropping in most areas, 2) Increased production of vegetables, 
and 3) the introduction of non-traditional, higher-value crops. 
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The increase in farm income that will result from irrigation
 
ranges betwe n 160% and 540%, depending on the Project area.
 

The market orientation of the Project Amendment will
 
also complement production gains and create further economic
 
benefits by ezposing the producer to new market alternatives and
 
marketing techniques. The resulting higher quality produce and
 
lower post-harvest losses will create additional form level
 
earnings that were not factored into the economic analysis.
 

Additional indicators which were calculated in Annex I
 
to measure the economic viability of Phase 11 were favorable.
 
At the end of fifteen years* the overall project will have an
 
internal rate oC return of 13.3% and a benefit/cost ratio of
 
1.02. 0nalysis over a longer period results in even more
 
favorable figures due to the high initial investment in
 
institutional development proposed under Phase It of this
 
Project.
 

E. Znvironmental AnalvutLJ
 

The initial Environmental Rxsmination for the Phase I
 
Amendment determined that Project activities may cause a
 
negativeenvironmental impact. According to Sector 116 of the
 
Foreign Assistance Act, an Environmental Anslysis (ZA) is
 
therefore required for this Project Amendment. At present, a
 
team to elaborate the rA is being contracted in AID/Washington.
 
This team will be responsible for analyzing all environmentally
 
related Project interventions, designing Project activities to
 
mitigate adverse environi'ntal effects, and identifying methods
 
to promote environmental Vrotection where possible.
 

Funds under this Project Amendment will not be
 
utilized for environmentally related activities until the rA is
 
approved in AID/Washington and the Condition Precedent fulfilled
 
regarding actions to be taken to mitigate any negative impacts
 
on the environment. Environmentally related actiities include
 
irrigation, soil conservation, reforestation, watershed
 
management and production credit.
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V. FXNANCrAL ANALYh1h AND PLAN 

A. Pro4ect Budaet and Disbursement Plan 

The proposed total cost of PHASE IX is $29.8 million.
 
AXDUs contribution will comprise 50.4% of the total project
 
budget and will consist of $15.0 million in grant funds. The
 
remaining 49.6% of the budget or $14.6 million will be
 
contributed b the Government of Guato=la (0G).
 
Table I contsins the project sumary by component, including th*
 
GOG counterpart funding, separating out the foreign
 
exchange/local currency mix. Table 11 provides the projection
 
of the sumary expenditures by fiscal year, whilstTable XII
 
separates out the methods of implementation and payment for each
 
expense sub-component. The detailed budgets by component, line
 
item and recipient agency ore contained in Table IV, which
 
includes the detailed budget calculations and the assumptions on
 
which they aire based. The contingency factor is 4.5% and
 
inflation was calculated at 10% compounded starting year 2.
 

TAIL! I
 

BUDGET 5UIOARY AND FINANCIAL PLAN ($0008s) 

USAID TOTAL GO0 FWNDS 

1. Land/Water Use 694 171 065 2,696 3,761
 
2. Research/Ext. 812 688 1,500 3,076 4,576
 
3. marketing 602 200 802 1,905 2,707
 
4. Credit 1,131 3,291 4,422 6,905 11,327
 
5. Support Services 1,557 3,669 5,226 - 5,226 
6. Evals/Audits 250 60 310 - 310 
7. Contingencies 227 368 595 - 595 
6. Inflation 42 7.12U1,29 0 

TOTAL 5,765 9o235 15,000 14,762 29,782
 
we names Mamnee iRngu mosses
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TABLE II
 

SUMMARY EXPENDITURES BY WY ($00015)
 

1989 3,639 2,366 6,005 
1990 2,549 2,371 4,920 
1991 2,939 3,342 6,281 
1992 2,153 3,348 5,501 
1993 1,845 3,355 5,200 

INFLATION 1,280 - 1,280 
CONTINGENCY ~ SOS-~l 

TOTAL 	 15,000 14,782 29,782
 
... sm .ou... un... 

TABLE 	III
 

METHODS Of IMPLEMENTATION AND FIKANCINO (US$) 

Im-moD 07 IMPLK!NAT1ON H ROFD 07 pAMN? 

I. 	 TECHNICAL ASSISTANCE
 
PRIME CONTRACTOR Direct Payment 4,696,400 
USDA - PAU Direct Payment 2,103,000 
POLICY ADVISOR (PSC) Direct Payment 330,000 

it. 	COIMODITY PROCUREMENT 
PRIME CONTRACTOR Direct Payment 1,579,500 
CONSTRUCTION (000) Reimbursement 260,000 

Ill. 	 TRAININO 
PRIME CONTRACTOR Direct Payment 786,000 

IV. 	 CREDIT FUNDS 
BANDESA Direct Payment 2,660,000 

V. 	 EVALUATIONS AND AUDITS Direct Payment 310,000 

VI. 	 CONTINGENCIES AND INFIATION . 

TOTAL, 	 15,000,000
*mmmmmmum*
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3. INSTI TONAL ANALYXS
 

(1) -NN= 
DANDESA is the government's financial institution
 

for channeling public sector credit to the agricultural sector.
 
Small and medium-scale farmer lending is financed with external
 
capital obtained from international donor agencies (sg. AID, DID
 
etc.). These donor institptions have financed the creation of
 
trust accounts (fideicomisos) in support to specific project
 
initiatives.
 

The trust fund accounting system maintained by
 
DANDESA produces, on a monthly basis, a complete set of
 
financial statements for each separate trust fund, including of
 
course the interest generated by the trust fund. The trust fund
 
is established by means of a publicly'registered legal document,
 
signed by the Ministers of Finance and Agriculture and the
 
General Manager of SANDESA, which contains all the provisions
 
relating to the management of the trust fund, the investment of
 
its unused funds and the utilization of the interest generated
 
by the trust fund. There is a separate section in the DYEF
 
(External Finance Directorate), in the Finance Ministry, which
 
is dedicated to the control of all the trust accountsin
 
BANDESA, be they of AID or BID or any of the other international
 
agencies.
 

Given IaWNDESA's mandate to meet the credit needs
 
of AID's traditional clien- tole, USAID/Ouatemala has channeled
 
more than $42M in loan funds through the bank since 1970 for
 
onlending to small and medium-sized faraers. AID success in
 
utilizing DAXDZSA to support project ini ativev has been mixed.
 
The inefficiencies in its operating proceouress the continued
 
operating losses and resultant dscapitalivation, and the
 
increasing delinquency in its portfolio hove forced the Mission
 
to reevaluate its continued use of the bank. As part of Project

520-0276 *Agribusiness development* a study was contracted in
 
March 1988 with Development Associates Inc. to analyse the
 
credit operations, management of trust funds, and internal
 
administrative structure and proce- dure of AN2SA, and
 
provide a series of recomendations which will improvesmall
 
farmer lending. The report acknowledges that BANDESA appears to
 
be improving slowly overall and that It probably could operate
 
on a break-even basis ifitwere decentralized accompanied by a
 
major movement of people from unprodyctive jobs in the central
 
office to productiveobs in the field. The addition of 20 or
 
more loan collectors in the field would help in cleaning up the
 
balance sheet. Nowever, a major cash injection to both the bank
 
and the trust accounts to permit writing off uncollectable loans
 
and the interest due thereon will be needed before the bank will
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have the appearance of a sound financial institution. The report 
is under joint study by both USAID and the 000 to determine the 
measures to be taken to put into effect the recommen- dations of 
the consultants. 

The Agribusiness Development Project (520-0276) is
 
providing 2 years of technical assistance to DAMD98A to improve
 
its credit approval, administra- tion and collection procedures,
 
whilst the Cooperative Strengthenirg Project (520-0286) includes
 
administrative and financial systems improvements and the debt
 
restructuring of UADUSA's clients. The HAD$ Phase It Amendment
 
will fortify BUADZSA through 3 types of intervention: 

i. technical assistance for improving operations
 
and inter-agency collaboration;
 

ii. equipment and logistical support ranging from
 
field vehicles and office equipment to data processing systems;
 
and
 

iLL. training in loan analysis, credit
 
administration and data management.
 

The Mission Is aware that a long-term effort will
 
be required before DANDrSA can achieve financial solvency while
 
at the same time carrying out Its devel- opaent task in rural
 
areas. Despite its shortcomings. UMAID views ANDISA as the only
 
real alternative financial intermediary to provide funds to
 
small farmers under the project. Our experience has been that
 
the internal controls established for the trust funds are
 
adequate and there have not been any problems experienced In 
receiving the required financial reports. There is no need for a 
further review 01 DANDrAs systems and controls at this moment. 

(2)MIOZM
 

The small-scale irriqation and soil conservation
 
sub-components are currently being implemented through KmA's 
General Directorate of Agricultural Services (DIOUa) regional 
offices.
 

Potential smll-scal irrigation sites will be 
identified by Interested farmers, armer associations or by 
DOUA extensionLsts. Once identified DGZGA will make a 
preliminary screening visit to the site and prepare a brief 
report documenting any major technical, social or legal
 
limitations encountered.
 

Thereafter the actual feasibility study and design 
of the system will be per- formed by either DIGUA or a 
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pro-qualified private contractor. The extension capacity of the
 
public sector ia limited by the quantity and quality of its
 
resources. Dy tapping the private sector, private technical
 
assistance will provide an alternative to the public sector
 
extension service and thus will Increase the overall
 
availability of farm-level technical assistance.
 

The private contractors will be selected via an
 
open competitive bidding process applying selection criteria
 
jointly agreed to by USAZD and DI0SA. The funding fot the 
pro-qualified contractors Is included within the
 
non-reimbursable funds in the credit component (Irrigation
studies and design $360,000). The regional offices of DZGZSA are
 
funded out of HAD$ Phase 1. The criteria has still not been 
established to determine which projects will be looked after by

DIGESA and those to be put out for bidding by the priv3te sector 
contractors. It Is likely that the more extensive/sophisticated 
systems with a higher investment/risk factor will be those for
 
which the feasibility study, design and later supervision of the
 
construction will be carried out by the pre-qualified private
 
contractors.
 

Upon receipt of a favorable feasibility study, the 
Regional Agricultural Development Comittee (COWZDA) will 
prioritise the proposed project and submit a reconmendation to 
DANSA to finance the irrigation system, using the *Irrigation
system construction and maintenance credit fund" of $2,610,000.
 

The system beneficiaries purchase the necessary

materials, using the DANrISA credit, and to the extent possible

undertake the construction, under the supervision and control of 
DIG M or the private contractor. The letter will organize the 
labor, oversee the materials procurement and provide the needed 
technical assistance and practical training both in the
 
construction and the later system operation and maintenance. 
Final acceptance of the completed system will be made by the 
borrowers and &ADIErA, with technical input from DIGESA and/or a 
pro-qualified technical firm. The maintenance of the systems
will be undertaken by the benefitting comunitie. 

DIOSA will not be handling funds under this 
project and thus there is no need for an updated review of its 
systems and controls. 

(3) 

The contractor will serve as the principal
mechanism on behalf of USAID so that resources and services can 
be made available in a more expeditious manner, and USAID 
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o er proj ect purposes and the long-run sustainability 

of commercial egricul- tural activities adequate technical
 
assistance, both long and short-term, will be drawn upon from a
 
wide variety of sources. The validation and transfer of
 
agricultural technology to the extension agency personnel
 
(training-for- trainers) and through them to the interested
 
farmers will be sustained by the establishment of regional
 
technical Information banks. The extension capecity of the
 
public sector Is limited by the quality and quantity of its
 
resources. Private sector technical assistance will provide an
 
alternative to the public sector extension service and increase
 
the overall availability of farm-level assistance.
 

During the trial period this private sector assistance 
will be financed on a non-reimbursable basis from a ,tucial 
account in BMDMA . Following this trial period, cont.ued use 
of private sector technicians will be credit-financed. As with
 
conservation, when private technical assistance demonstrates its
 
Vorth, the farmer will assume the risk of purchasing it. 

In general, the *institutional strategy of the 
roject is to make maximm effective use of existing 
nstitutional capabilities, recognising that there are
 

unavoidable limitations to what the public seator can do, and
 
employing private sector expertise, where appropriate, to 
complement public sector skills and resources. Through this 
process, an effective public/private sector alliance should 
result, enabling Ouatemala to design its own sustainable 
development pro cts in the future. The contracting of an 
agricultural policy advisor is primarily to integrate the DA/ML 
460/517 agricultural policy effort and thereby create an 
environment that includes stable and predictable macro- economic 
and financial policies and the development of an institutional
 
and infrastructural base required to support a robust, 
internationally competitive export agriculture. 

One of the covenants to the Phase It amendment states 
that the 000 shall provide evidence satisfactory to AID that it 
will provide funds for the necessary repair and spore parts for 
all vehicles financed under this project.
 

D. PE&3u !AL PtASL~qt OP tUDzaxYTOM YRYUS,nhh/tLoAUE 

Approximately 82#811#000 of the project resources, 
including 000 counterpart, will be used for credit to groups of 
farmers for irrigation projects. 81#875,000, or 67%, will be 
use4 for gravity feed systems, and $043#000, or 33%, for pump 
operated pressure systems. 
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A number of similar systems have been installed under
 
the HADS Z project. These existing systems# therefore, provide

the best basis for determination of the financial feasibility of
 
continuing this type of intervention, on the assumption that
 
reliable date can be obtained to evaluate past performance.
 

A study was conducted by Utah State University in
 
August 1987 entitled "Experience with Small-scale sprinkler

System Development in Guatemala: An Evaluetion of Program
 
Benefits*. This study was carried out ss part of the Water
 
Management Synthesis 11 Project, tn ST *entral project.
 

The above study surveyod 26 irrigation projects and
 
calculated incremental income, nternal Rstqs of Returns, and
 
also reviewed the history of loan repayments. The results of
 
the study are very positive as to the profitability of this type
 
of intervention in ncreasing former incomes, and the viability

of loan repayments. Internal Rates of Return ranged from 7.51
 
to 46%. Therefore this study forms the basis for a
 
determination that the planned project activities in irrigation
 
systems are financially viable.
 

The study does point out various factors which had
 
varying effects on individual project viability. These items
 
are discussed briefly below. The project envisions an economic
 
viability review as part of the design feasibility stud for
 
each individual irrigation project. These factors should be
 
included or considered in determining the potential

economic/financial feasibility of the project, and should also
 
be considered in any future evaluations.
 

Crap His- The study pointed out that improvement in
 
incomes was more significant when higher priced cash crops were
 
introduced. With the increased cost of the pump system, the
 
need to introduce these types of crops becomes more Important to
 
ensure a higher level of profitability. The study does conclude
 
that in cases where production of traditional low value crops
 
was continued, the system would still likely be able to provide
 
an increase in fsrmers*incomes, and pay for the system. It 
would seem, however, that higher value crops would provide for 
an increased margin of profitability to ensure the long term 
viability when considering such varying factors as inflation, 
devaluation and shifting internal and external markets. 

These conclusions as to the Importance of the
 
appropriate crop production to maintain or improve financial
 
viability lend further support to the need for sound marketing

infosmat on and improved extension services to allow the farmer
 
to make appropriate decisions.
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Intgrait hes - The study was based upon projects 
receiving loans made at a Concessionary rate of two percent. 
The rates of 10% currently envisioned will decrease the IRR.
 
Even with a higher Interest rate profitability is not expected 
to be a problem. Additionally, loan repayments ay increase* 
thus providing more rapid rollover of funds and thus increasing 
the replicability potential. 

Canital Costa - The study found significant'variance
 
in construction cots. some gravity foed systems actually had a
 
higher per hectare cost then some pump systems. There appeared
 
to be no direct correlation between the financial viability of a
 
system and its initial cost. Although the study did conclude
 
that in getioral the higher cost systems had to turn to the
 
higher value crops to assure viability. Careful monitoring of
 
increased initial costs of materials will be necessary to
 
provide an accurate assessment of preliminary financial
 
viability.
 

Lash l.oa, na - At the time of the study, loan
 
repayments had a varied history., om projects had been paid

off in full well in advance of the loan period. At the am 
time significant numbers of borrowers were in arrears on their 
payments. The itudy concludes that such arrearages were not an
 
ndication of the recipients inability to repay, nor did it
 

reflect adversely on the overall viability of the projects.

Rather, the study concluded that the significant devaluation of
 
the Quetzal, the uncertainty as to future devaluations, low
 
concessionary interest rates, and the loak of aggressive

follow-up by BAMDM all contributed to the arrearages. tn
 
fact, the study implies that there was no good reason for the
 
borrower to repay the loan. It states, *Being in arrears is not
 
a bad strategy it there are no penalties, and more and more
 
devalued currency can be used eventually to catch the payments
 
up.
 

in conclusion it appears that assessement$ of existing
 
system isthe beat confirmation of the potential viability and
 
benefits of the proposed irrigation system. However, the
 
changing conditions of interest rates, markets, capital costs,
 
crop values, and currency valuation, argue for a careful
 
economic/financial review as part of each feasibility study
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HIGHLANDS A6RICULTURAL DEVELOPMENT ROJECT (AID 520-0274 - PHASE I 
DETAILED BUD ET IY LINE ITEM AND FECIPIENT AGENCY 

COMPONENT: MARKETING 

LINE ITEM -- COST (US,) -

Recipient 
Institution 

I 

TOTAL FOR COPOENTi 102,000 

I. Technical Assistance 1 1492,000 I 

.! Long term 1 1300,000 1 

Mlartlting Advisor 
(U.S. 24 soS t 1I10,000/yri I 

1 5300,000 1 IKOECA 
I 

1.2 Short Term $190ooo 

Grades and Standards 
(U.S. 5&os 1 $12,000/a) 

Inlorltion Systn: 
a) Gathering Analylis 
(U.S. 4 so% 1 11,1000/1 
b)Dissemsnation 
IU.S. 3 aos i 112,000o11 

ct Ecuipsent and Program Irnq. 
IU.S. 4 o: 112,000/1 

I 
II 
1 
1 

1 

I 

1 560,000 

148,000 

1 536,000 

$48,000 

1 
I 

1 
1 
1 

INDECA 

INDE 

INDECA 

INICA 

I 

1 

2. Iraining 1126,000 1 

2.2 Short Tire I56,000 1 

I ~ 
Irade and Standards 
(Zpart.,3rdImo.ea,,54,000/ll 

Marketing Inloroation 
(4part.I3rd,lmo. f 1,40/) 
Internal arfilenw 
2 part,3rdl4o.ia.94,OO/s) 

1 19,000 

1 516,000 
11 

132,000 
I 

1 INDECA/C1IESA I 

1 INDECA/SESA I 

1 INDECA 

2.3 In-Country I 170,000 I 1 

CourtssKohkshopsSeslnars,etc 1 570,000 1 IND[CA/11611A I 

3. COloodIties 1111,000 1 1 

3.1 Vehicles 154,000 1 

Pick-ups(2 Units, 115,0001aI 
Notorcycles 1I U., 3,O00u,) I 

1 30,000 
124,000 

iNCA 
INDCCA 

I 
I 

3,2 Data Processil "INOECA 1 1,95000 INPICA 

I 

3,3 

ll 

OIequipment •INOECA 

~ l II IIil ll f 

1 
l HII 

135,000 

I 

1 IWICCA 

HI I M 

I 
I 

I0 
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HISHLANDS AIRICULTURAL DEVELOPMENT PROJECT (AID 520-0274) PHASE 11 
DETAILED SUDEET 1Y LINE ITEM AND RECIPIENT ASOiCY 

Recipient ILINE ITEM " COST (US$ -- Institution II--- ­ * ...	 [ - nI I-I'-

TOTAl. FOR CONPONENTi 
 $1422,000 I IIII I 
I. Technical Assistance 	 102,000 9 I

III 
 I
 
1.1 Long Term 
 $300,000 I IIII I 

Credit Advisor 1 1300,000 I IAJEA 
(U.S., 24 s$I11501000/r) II 

I 
IIII I 

1.2 Short yet$ 
 1252,000 I IIII 
 I 
Colutelr System ospcillist I 611,000 I IAXA I

1U.S. I go$ 112,0001I I I I
 
Orqnul./flethoamICred|t Ad. 1 1144,000 	 1 IASXS I

(U.. 12 mom 912,000/1)
$ 
 I I
 

2. Training 	 1 1234,000 1

III 
 I
 

2.1 Short Tero
p$4,000 I I 
II I 

Financial Ana ysiliCrdit Fijt 1 134,000 I SANIMA I
 
(21art.,Zr, Imo.to.,14,OoI) II 
 I
 

III 
 I
 
2.2 	 In-Country 1 1150,00 I I

III I

ICoursnm,Uorhlaoam,Wemanarm,etc I1150,000 	 II
 

III 
 i
I 3 Coeuottlem 1776,000 II
 
III 
 I 

3.1 VehiclesI 
 1450,000 I I
III I 
Pic19i1130 Uniti, 1I3,O000.I 1450,00 .	 I iJXSA I

M b
I 32 Oat. Procemmlnq 	 1:74,000 II IAIA II 
III 
 I
 

ofe(h 

III 


I3.3 0 c EqUiment 	 5150,000 I I 
I 

4 Cillit (trust Fn11 12,000,000 I 1412W I•Il-*irr 	 I S,500@ I
tsla Ca~usitinliat. 
 I
-Ihrtipt leO0,000 	 I
 

I 
 I 
 I I
 
lSlpial kasunt lity0 I A S I
•Altcultsral Tecba. Assist. 	 t I
150,000 


I*lrrig. Feasibility * Seul~n I 130,00 I I
 

III 
 I
 

o 
 aU
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HINiANHO APICUL.TURALI LOPOIt PludLCT lAID 520-02741 * PKA I 
NTAIUO SUDIET IT LIE IT1 AND iCIPIENT AOdC 

I I CCIPONN~i1WPOTSU~c!1 ecipiemt- hcptt I 
i LIKE ITO - COT NilO - Iatitutim I 

I TOTAL FOR CORPOVTs I 15,2,400 I iI I I I1 
I I. AdAaistrative Service$ I 12,063,400 I I
I I I I 
I Lil "oersoel Services I *I,4Y3,40 I II I I I 
I Lel( of artyllungqt uviw I 1137,500 I I/ I 
I (U.I.., 4hm. s I 1,0001y) I l I 
I Triaial Specalist I 1200,000 I WA I 
i UW.I., 12su. u 1200,OO01yr) I . I 

Pslt PKu0¢feuH Speciaist I 1240,000 I i/ I 
I tU.i., uom.t $1I,0000i I I I 

fenoaal ,ppt I 127,1A0 I l1i I 
I.I I II 1.2 Nmf...slolal IIl5,000 1 3/A I
 

I I I I
 

L L Tecbntl Services I IIII0,000 I I 

I Irritiom/SlI1 Cm. Ipec. I 1700,000 I l156 I
 
I ltC., ys. 1s1,00/y. a5) I I I
 

AIllgr ittl S9POIKIIIIt4 I 1140,009 I lio1 I 
I (SL., 'yes. Il5,300/yrly I ' I I 
1 l eAmilil Specialist% I I30,100 I SIIS./IU(CA I 
l (.ka.,4vs. I 133,001f. a2) I I 
I k d elt Speclllist I $105,000 I103,0 
I 11bM I I I., Iy, . I li5,01pl 
I VIgtAble Ciwl I StI000 I ICTA I 
1 Ike., its. I 135,0l /ylr I I I 

Nial Fertility I 110510 I INlU/ICTA I 
lka., yre. uSS,3001f/rl I I I 

I Livesteck laqne t I 170,130 I llum I
I Ifue.. Zyrs. al35,000/yl I I I 
I Cuserl eecilht I 1105,00 I 3li* I 
I Ib.,. lyre. s l35.Otl II
I I I I 

I 3. fesbical fPepwt I MO,o I I 
I (l¢IaCmiry Telbscal Sllt I I I 
I Cmirsl11S lit katli l I I 
I I I I 
I i tPilel Li. fitg I 1,000 I c/o I 
I I I I 
I Ij Pdiiis./Isferseties I 1041,000 I ML AIDICI I 
I i I I 
I . Lletl Ifllislil Iupw I i I II -4etuesel LeIvel plleie I Sll0,M I C0I3¢8 I 
I ,IIII repllnl 1e1e1e11 I 1543, 095 I CliUla. I 
I I I I 
I |.I SaIIII geiestm I Il5,09 llsanluxc,IN 
I I I I 
I :.: Prejeut Srsllssst I III,01 I AU IIhIIII I 
I e e -- .- --. . ._ C S- .. . . -Z. . . . . . I . . . ._ . . -+ +"­
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HJEHLANDS ABRICULTURAL DEVELOPIENT PROJECT (AID 520"02741 -PHASE 11 
DETAILED ,UD6ET 11 LIkE ITEM AND RECIPIENT ASENCV 

CONPONENT: SUPPORT SERVICES
I 

I* LINE ITCH .......... COST (USt) ....... 

eciplenL 

InstituLton I 

4. 

t, 

[avlrin Stulen 

, ~vro:~t 

POllcy Adviior
tU.S.. PS(. vyti : II0,O. I 

$150000 

100,000 

$330,000 

1 

1 

NIA 

D16ESA 

USAID/ORD 

I 

I 

I 

ThIACTIVITIES AND COUNT II 
M! CF THE CORPONNTESSI 0 I2,115, 

I. OIUACTION AND AUNDT I 1110#00 NIA 

*** 

I. INFLATION (1O% tros 2.8 yeae I 11210000 

3. ,f,10INCENCIEI (4.51) I 1 5, 100 
I I 
I III 

eoo*** o oS a**flode lo fl*****SDoo fl*SlCl*****t**nOo~ m -­

1 

flNonfolfloo*oo 

N/A 

N/A 

I 

I 
I 
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s
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~
I
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ff3

3
3
3
3
~

 
3

3
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3
3
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VI. IMPLEMENTATION PLAN
 

A. Administrantivs Arrancements
 

1. A.I.D. Resonsibilities 

The USAID Guatemala Office of Rural Development
 
(ORD) will have overall responsibility for monitoring the
 
Project. ORD will select an experienced person with
 
agricultural credentials and a proven record of managing
 
multi-faceted agricultural development programs. This Project
 
Officer will serve as chairman of the Mission Project Conittee,
 
which will develop monitoring tasks and mechanisms for
 
anticipating and resolving implementation problems in a timely
 
manner. The Project Conmittee will have representation from
 
PDSO, the Private Sector Office and the Controller.
 

The Project Officer, with appropriato Mission
 
staff, 000 counterparts and the Prime Contractor (described
 
below), will also develop the yearly planning documents needed
 
to allocate PL-480 resources to this Project effectively. The
 
Project Officer will be responsible for ensuring that Project
 
resources are linked as needed with resources of other Mission
 
projects. This is particularly important for those activities
 
involving rural roads, electrification, farmer organizations and
 
agribusiness.
 

A.I.D. will be responsible for negotiating and
 
awardin; an overall Project technical assistance contract under
 
competitive bid to a U.S. firm with proven management skills in
 
private/public sector development and experienced knowledge of
 
the problems and process of development in countries such as
 
Guatemala. 000 personnel will participate actively in the
 
contractor selection process. The Request for Proposal and the
 
contracting process will be guided by the following
 
considerationst (a) the firm must have demonstrable experience
 
in management and sub-contractingl (b) full participation is
 
expected of Guatemalan firms and individuals in research and in
 
other aspects of implementations and (c) the firm must have a
 
demonstrated capacity to provide a wide variety of technical
 
assistance and commodity procurement, to implement a
 
Project-level dAta management system for monitoring purposes,
 
and to arrange U.S. and third country training.
 

The project will be implemented by two FlDHis
 
under the direction of the UIDH. Project progress will be
 
monitored to assure that this configuration Is viable or if# due
 
to heavy implementation requirements, a PSC will be required to
 
complement this team.
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2. GO0 Responsibilities
 

The responsible agency will be the Ministry of
 
Agriculture, Livestock and Food (KAGA). Implementation
 
responsibility will be delegated to a national-level Guatemalan
 
entity which will establish, for the purposes of Project
 
management, a Project Administration Unit. Implementation
 
requiring participation of specific departments of MAGA will be
 
under the overall direction and coordination of this unit.
 
Annex T contains a description of the organizational
 
relationships, responsibilities and functions of the
 
participating agencies of MAGA.
 

The unit will carry out a wide range of
 
activities, including orientation, support and selective
 
supervision of the several Ministry Departments (e.g., DIGESA,
 
DIGESEPE, ICTA, INDECA and BANDESA) involved in Project
 
implementation. The unit will be kept informed of the
 
activities and progress of the private sector firms and the
 
individual contractors. The unit will assure the maintenance of
 
acceptable public sector performance levels and coordinate
 
reprogramning of public sector rdeources as necessary. It will
 
maintain close contact with USAID and the Contractor. The unit
 
will also be responsible for consolidating and submitting
 
regional operational plans and progress reports from the several
 
Ministry departments, with the appropriate analyses and
 
recommendations.
 

At the operational level, the unit will represent
 
MAGA with re:spect to defining Project terms of reference, bid
 
evaluation, bnd contract review for those stated and agreed upon
 
activities being ezecuted by the GOG agencies and/or private
 
sector firms, organization, and individuals. It will also
 
represent MAGA in the identification of suitable candidates for
 
both long- and short-term overseas training, serve as a clearing
 
house for private sector training grants, and supervise public
 
sector services.to assure they mest criteria in the Project
 
Phase It Amendment Plan in terms of adequacy and timeliness.
 
DIGESA will have specific responsibility for supervision of the
 
construction of irrigation projects under the Project.
 

The Dirneeidn Orneral dACaminon (L will
 
coordinate with DIGESA to prioritixe the selection of sites for
 
roadwork related to this and future Projects. The Geographic
 
Information System (05), financed under the HAD Project, will
 
provide the DOC and DIOESA with data necessary to effectively
 
determine transportation demand and Important farm-to-market
 
access factors in Project regions. These data include land use
 
patterns, natural resource distribution, socio-economic
 
nformation and infrastructure usage#
 

http:services.to
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The Contractor will coordinate closely with all
 
agencies of the GOG involved with implementation of the
 
Project. The technical assistance provided for the different
 
components of the Project will have appropriate counterparts
 
designated within specific departments of MAGA. Both the
 
Contractor and individual consultants, in addition to their
 
reporting responsibilities vis-a-vis USAID, will provide
 
agreed-upon reports to MAGA.
 

Pre-implementation workshops will be conducted
 
both centrally and regionally, in order to introduce the Phase
 
IlProject to participating agencies of the GOG and to clarify
 
coordination issues, responsibilities and time schedules. Funds
 
have been included in the Project for this purpose.
 

MAGA is responsible for: 1) general policy
 
guidelines of the Project; 2) reviewing and approving annual
 
operational plans; and 3) financial reports of the COG on the
 
Project. National departmental directors will be responsible
 
for Project activities related to their department at national
 
and regional operational levels. Project implementation

requiring inter-departmental cooperation at the regional level
 
will function through the COREDA (Regional Agricultural
 
Development Committee) mechanism.
 

B. Monitorino Plan
 

The HAD I Project will task the Contractor with the
 
design and implementation of a Project Monitoring System,
 
including baseline dtas which effectively provides a continuous
 
flow of data, which tracks Proiet imolanmntation and measures
 
Projmet Impeet. This system will track, in addition to
 
financial management of the Project, progress toward achievement
 
of projected outputs and provide an "early warning" system to
 
Project managers when serious shortfalls are developing. This
 
Monitoring System will build on the lessons learned in the Small
 
Farmer Diversification and HAD I Projects.
 

1. Pro4ee! Imolementation
 

Monitoring the Project implementation process will
 
focus on adherence to the programmed schedule and work plan
 
(i.e., timely acquisition of inputs and achievement of estimated
 
outputs) and on the flow of administrative and financial
 
information, paperwork and actions. In each case, the
 
underlying role of the monitoring system is to maintain roject
 
management current and to alert them as to implementation

trouble spots before they can adversely affect the Project. TO
 
this end, the Contractor will design the reporting and tracking
 
systems that will keep management apprised of tha status of each
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activity; and it will assist Project management in the use of
 
these tracking systems. Analyses of the monitoring information
 

will be used at Project management and executive levels to
 

modify procedures and strategies to best attain Project goals.
 

The objectively verifiable indicators in the PPS will form part
 

of the criteria against which progress is measured.
 

A key responsibility of the USAID Project Officer
 

will be to wprl closely on a partnership basis with the Project
 

Contractor to assure that the Project implementation plans are
 

being carried out. The Project Officer will be the person
 

primarily responsible for keeping the Project Management
 
Committee advised of Project performance and be able to respond
 

to requests for up-to-date, reliable information on the Project
 

from Mission management, AID/W and other concerned offices
 

and/or organizations.
 

2. Proieet Imgact
 

Project impact upon target farmers will be
 
:
assessed by means of a three-phase program consisting of 


- Initial baseline sample surveys of the project 
areas; 

- Periodic surveys during the life of the 
project; 

- A final impact survey 

The objective of the baseline survey will be to
 

collect information describing the characteristics of farms,
 

farm households, and rural communities to be affected by the
 

project and relevant to its goals and purposes: cropping and
 

livestock patterns and yields; soil conservation and water use;
 

household incomes, purchases, expenditures and consumption;
 
credit and technical assistance received; marketing patterns;
 

family characteristics, education, literacy, and the roles of
 

women and children. The information will be used (1) to aid in
 

the design of project activities best adapted to local
 
circumstances; and, (2) to provide a data base against which
 

subsequent changes wrought by the project may be assessed by
 

surveys in the final impact evaluation.
 

The baseline survey will be undertaken as early at
 
A plan will
practicable during the first year of the project. 


be developed to determine the most effective schedule for
 

Surveys to be undertaken in each of the project areas. The
 
final impact survey is planned for the second half of the last
 
year. The contractor will assist in the design of the basic
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information instruments# data processing programs and analytical
 
measurements in order to standardize them across participating
 
agencies.
 

The project will finance the installation of
 
information systems in some of the implementing agencies and
 
assist in upgrading existing systems; inter-agency

standardization. Compatibility, and access will be emphasized.
 
The irrigation feasibility studies and the credit application
 
system will provide managers with an additional data base for
 
impact measurement. On-going monitoring through subsequent

credit application and specific surveys of client groups will
 
complement the periodic surveys in providing indicators of
 
change and project impact.
 

C. Procurement Plan
 

1. Technical Assistance
 

Most technical assistance will be provided by a
 
contractor selected via open competitive bid. In areas where
 
USAID Mission elects to contract'services for selected TA
 
through the PSC, IOC, PASA arrangements and/or other modes, the
 
Contractor will be made responsible for assuring Project quality
 
control and setting performance standards for technical
 
assistance. The oversight arrangement which defines management

responsibilities will be specified in the contractual agreements
 
between USAID and the Contractor.
 

2. Cmadia
 

Coummodities to be procured for this Project Phase
 
II Amendment will be in the following generel categories: a)
 
vehicles; b) laboratory and field demonstration equipment; and
 
c) support equipment for data collection, analysis and
 
information programs. See Annex P for an illustrative listing.
 

All commodities will have their source and origin
 
in the U.S., Ouatemala, and member countries of the Central
 
American Coiznon Market. Only U.S. manufactured motor vehicles
 
will be procured. The Contractor will have procurement

authority for this Project amendment.
 

3. Construction and Facility Rehabilitation Plan
 

Ministry of Agriculture (NAGA) will contract with
 
a local construction firm through competitive procedures to
 
design and supervise the construction and/or rehabilitation
 
offacilities as noted in Annex P. The work required is not
 
complicated, and the plans and specifications for such
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facilities will generally adhere to GOG requirements governing
 
such facilities. Maximum utilization of interior building space
 
and equipment requirements will be the principal criteria. The
 
designated sub-contract firm and/or individual under the
 
Contractor will be responsible for assuring that design and
 
construction conforms to established standards.
 

D. Trainino Plan
 

The evaluations of the forerunner activities to this
 
HAD I Amendment concluded that additional resources must be
 
made available to strengthen training support for small farmer
 
programs. This constraint is notably critical when introducing
 
subsistence farmers to non-traditional crops which require
 
higher levels of technology and appropriate use of inputs and
 
credit. Written material has limited utility among an largely
 
uneducated, multi-lingual populace. Equally important is the
 
need to improve the technical preparation of public sector
 
research and extension personnel, and to raise the
 
administrative and management capabilities among public sector
 
officials. Improved and expanded training and education
 
programs to introduce technologicil changes at the farm level,
 
increase communication and dissemination of information, and
 
introduce greater efficiency in program and Project
 
implementation will be greatly expanded in this Project.
 

The Project Amendment will finance degree and
 
non-degree training in the United States and third countries,
 
and a comprehensive package of short courses, seminars,
 
workshops and field observation programs in Guatemala. The
 
program is designed to provide approximately 900 person months
 
of overseas long- and short-term training activities, and
 
approximately $540,000 has been programmed for a wide range of
 
in-country training activities encompassing over 270 courses and
 
involving over 2,600 participants from both the public and
 
private sector.
 

The Contractor under this USAID-financed activity will
 
provide the necessary consultant services, commodity support
 
needs (except construction) and logistical/management oversight
 
to insure that Project goals in this category are enacted as
 
planned. The key element will be the development and
 
implementation of a tive-year Project training plan that details
 
the scope and direction of all long- and short-term training,
 
in-country training, and related support requirements such as
 
needs assessments, training materials/communications and
 
information management. The Project will provide a training
 
consultant for 30 person-months and short-term assistance in
 
extension training/materials, adult learning and
 
training-for-trainers programs, and audio-visual specialties.
 

8­
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E. Audit and Evaluation Plan
 

The Ministry of Agriculture, Livestock and Food, as
 
part of the 000, is audited each year by the Contraloria do
 
Cuentas, the official GO Audit Institution. AID funding for
 
audit activity has been included in the project budget. These
 
audits will be supervised and r3viewed by the USAID Controller's
 
office to ensure conformity with sound fiscal management
 
practices.
 

Two formal external evaluations of the Project are
 
proposed -- one in the fourth quarter of Year Two and the other
 
in the third quarter of Year Four. These evaluations will be
 
undertaken by a select team of short-term expatriate and
 
Guatemalan consultants. Resource personnel for the evaluators
 
will be the Project contractor(s), A.I.D. Mission, and the
 
concerned public and private institutions in Guatemala. It is
 
the intent of the Mission to use the services of Ba firms for at
 
least one of the evaluations.
 

To set the basis for these evaluations, and to provide
 
a system of continuous monitoringeand oversight throughout the
 
life of Phase I, the Contractor, with the A.r.D. Project
 
Officer and key GO counterparts, will identify baseline data
 
requirements, develop specific evaluation criteria, establish
 
quantifiable performance benchmarks (specifically as related to
 
end-of-project output indicators) and a comprehensive monitoring
 
and evaluation plan. This should be established within the
 
first quarter of Year One in the Project. The USAID Mission
 
designated evaluation officer will be involved. The key output
 
should be a evaluation framework that is timely, well-conceived,
 
focused, uncomplic3ted and manageable.
 

External Evaluation One will essentially be an
 
instrument to note the course of the Project, reprogram those
 
resources that have no real opportunity of being used over the
 
life of the Project, and address and provide relevant
 
recovnendations for overcoming critical problem areas. External
 
Evaluation Two will be the main focal point for the USAID
 
Mission decision whether to proceed on planning and allocating
 
resources to support a five year PhaseJ1U activity.
 

Complementing the above, the USAID Mission will enact
 
yearly reviews (during the first quarter of each Project year)
 
to monitor progress of the Project. These will be chaired by
 
the Director (or his designee). The Project Officer will
 
institute a process of reasonable dialogue on a planned basis
 
with the Contractor and will play a significant role in
 
developing the Project's yearly implementation plan. In
 
addition to the regular internal and external reviews the
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Project will contain provisions for special evaluations as
 
required. $310,000 will be set aside for all outside and
 
special evaluations and audits.
 

F. Im21ementption Schedule
 

The HAD Phase II Project Amendment activities will
 
takeplace over a period of. five years, beginninV in October
 
1988. An illustrative implementation schedule is presented in
 
the following table.
 

Shortly after the Project Agreement is signed with the
 
GO, a Request :or Proposal (RFP) for the technical assistance
 
contract will be issued by USAID.
 

Early phases of Project implementation of the Phase II
 
Amendment will focus on developing or strengthening the
 
management framework for the Project in the various
 
participating GOO institutions and carrying out the arrangements
 
for procurement, training, special studies and the monitoring
 
system. During this early phase, expansion of Project I
 
activities from Region I to otheroregions will begin. It is
 
anticipated that many of the key management training programs
 
will be well established and operational, particularly those
 
related to monitoring, planning, and evaluations at the
 
different levels of the Project.
 

With the technical assistance under contract and in
 
place, Project activities will focus on field programs, where
 
many irrigation/watershed activities will already be underway
 
and receiving improved production and marketing inputs. Much of
 
the marketing infrastructure activities will take place during
 
this period, as production stabilizes on the irrigated farms.
 

Intensive reviews of the Project, chaired by the
 
The USAID
Mission Director, will be held on an annual basis. 


Project Committee will meet regularly to monitor progress of the
 
Project and resolve problems. Two external evaluations will be
 
carried out. The first evaluation will take place in the fourth
 
quarter of the second Project year. This interim evaluation
 
will assess Project implementation progress to date and identify
 
the need to redirect or reprogram Project activities. The
 
sacri external evaluation will be carried out in the third
 
usrter of Year 4. This Final Evaluation will examine both
 
mpact and progress toward achieving Project purposes and
 
outputs, and will provide the basis upon which to plan follow-on
 
Project activities.
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ILLUSTRATIVE IMPLEMENTATION SCHED
 

July 1988 • 

August 1988 . 

0 


September 1985 .
 

# 

PROJECT YEAR ONE 

October 1988 . 

0 


December 1988/

January 1989 


February 1989 .
 

March 1989 .
 

May/June i989 	 .
 

June 1989 	 . 

# 

* 


PPS approved inMission.
 

Procurement begun under HAD I for
 
commodities in Amendment 4.
 

Project AmendmentAgreement signed
 
AID/GOG.
 

Request for Proposal (RFP) for
 
technical assistance contractor
 
prepared and issued.
 

Environmental Assessment completed.
 

AID* COG, Colegio do Ing. Agronomos,

Asociacion do Peritos Agronomos, etc.
 
design the private TA mechanism.
 

Trust Fund agreement written by

BANDESA and AID, and presented to 000.
 

Mission Committee selects technical
 
assistance contractor.
 

Contract signed 	with technical
 
assistance Contractor.
 

TA Contractor begins operations.
 

Contract signed 	for land use map
 
overlay system.
 

Commodity procurement process begun.
 

Irrigation site selection criteria
 
determined.
 

Qualify regional contractors for
 
small- scale irrigation system

feasibility studies and project
 
construction.
 

a 



0 

July 1989 * 

. 

August 1989 . 

0 

PROJECT YEAR TWO
 

October 1989 0 


March 1990 0 


May 1990 


July 1990 . 

August 1990 9 

PROJECT YEAR THREE
 

July 1991 .
 

PROJECT YEAR FOUR
 
November 1991 .
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Design and implementation of the
 
benchmark database framework at the
 
regional level.
 

Design of market information system
 
and grades and standards.
 

ST training for information, grades
 
and standards and marketing.
 

Long-Term training begins.
 

Contractor, AID and GO have first
 
semiannual progress review.
 

Year Two Implementation Plan and
 
Budget approved by 00 and AID.
 

Full Mission review of Project,
 
chaired by Mission Director
 

Key irrigation seminar (progress
 
to-date, on-site visitation.)
 

Regional Conference on soil
 
conservation (natural resource
 
management context.)
 

Year Three Implementation Plan and
 
Budget approved by GO/AID.
 

Major AID external interim evaluation
 
of Project
 

Year Four Implementation Plan and
 
Budget approved by GO/AID.
 

Informal AID/GOO evaluation.
 



May 1992 0 	 Final external evaluation of Project
 
to reprogram and recommend basis for
 
design of Phase III follow-on project.
 

July 1992 0 	Year five operational plan approved by
 
G00/AID.
 

PROJECT YEAR F!VE 

October 1992 .	 Intensive Project review by AID,
 
chaired by Mission Director.
 

November 1992 .	 Begin draft of new project or phase
 
II.
 

April 1993 .	 New project or phase Il! approved.
 

July 1993 .	 New project signed with GG.
 



I. CONDITTON8 PREZEDENT, €OVENANTg AND NEGOT!ATZNG RTATUS
 

A. Conditions oreadelnt to DisburMmemnt for Soeiie 

(1) Prior to any disbursement of credit funds for
 
irrigation, soil conservation, reforestation,
 
watershed management and agricultural production, the
 
GOG and A.I.D. shall reach agreement on measures
 
recommended in the Environmental Assessment to
 
mitigate potential adverse environmental impacts
 
caused by Project activities.
 
(2) Prior to first disbursement of the additional TWO
 
MILLION UNITED STATES DOLLARS (US$2,000*000) of Grant
 

fund included in this Amendment and programmed for use
 
by BANDESA to finance the credit needs of Project
 
beneficiaries, or to the issuance by A.I.D. of
 
documentation pursuant to which disbursement will be
 
made, the Grantee will* except as the Parties may
 
otherwise agree in writing, furnish to A.I.D. in form
 
and substance satisfactory to A.I.D.:
 

a. A revised trust agreement between the Ministry
 
of Finance and BANDESA for the administration of
 
no less than an additional Quetsal equivalent of
 
FIVE MILLION UNITED STATES DOLLARS
 
(US$S,00,000.00) in counterpart funding and up to
 
an additional amount of TWO MILLION UNITED STATES
 
DOLLARS (US$2,0000o00) of A.I.D. Grant Funds. The
 
000 counterpart fund will finance the
 
non-reimbursable social payments and the
 
production and Investment credit needs of Project
 
beneficiaries. The additional A.I.D. Grant
 
Funding will be used to finance working capital
 
and marketing credit needs of Project
 
beneficiaries. The additional 000 counterpart
 
contribution will be made available to MNDESA in
 
equal annual amounts beginning in 1989 and
 
continuing through 1993.
 

b. A resolution of the IANDESA Board of Directors 
approving a plan to decentralize the operations of 
the District Offices, Agencies and Cajas Rurales 
localed in Regions I, II, VI and VII in accordance 
with the actual regLonal distribution of the
 
Bank. This plan will include, but not be limited
 
to, (1) an increase in regional loan approval
 
authority; (2) decentralization of loan analysis,
 
delivery and credit administration; (3)
 

http:US$S,00,000.00


decentralization of administrative and legal loan
 
recovery processes and procedures; and (4)

decentralization of accounting and financial
 
systems.
 

Upon A.I.D. approval of this plan, a first
 
disbursement of ONE MILLION UNITED STATES DOLLARS
 
(US$1,000030.00) of Grant Funds will be made to
 
the BANDESA trust fund. Two years following the
 
first disbursement and upon the receipt of
 
documentation supporting the progress attained in
 
decentralizing regional operations, a final
 
disbursement of Grant Funds totalling ONE MILLION
 
UNITED STATES DOLLARS (US$1,000,000) will be made
 
to the trust fund.
 

Prior to any disbursement of credit funds, the Grantee
 
hereby covenants that, except as the Parties may otherwise agree

in writing:
 

(1) A project technical committee directly responsible
 
to the Office of the Vice-Minister of Agriculture

shall be created to assure proper functioning and
 
coordination of the Project within the GOG;
 

(2) A.I,D. shall be provided with a financial plan
 
detailing counterpart contributions including

personnel and Infrastructural support to the Projects
 

(3) A.I.D. shall be provided with a yearly time-phased

action plan which describes all Project inputs, 
outputs and implementation arrangements of the GOG 

(4) BDANDZSA shall support the reorganization process

initiated in Region I under Project Amendment IV, in
 
additional Regions 11, VI and VII;
 

(5) Guatemalan professionals with appropriate
 
technical qualifications will be assigned to serve as
 
counterparts to all Project-financed consultants;
 

(6) Funds for the necessary repair and spare parts for
 
all Project-financed vehiclea will be provided.
 

(7) an impact evaluation near the end of the Project

will be carried out with A.I.D. Grant resources
 
included In this Amendment. The consulting firm or
 
individual carrying out this evaluation activity will
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. ...... ....
 

be selected by mutual agreement of the Parties.
 
Except as the Parties may otherwise agree in writing,
 
the evaluation will include at least the following
 
aspects:
 

(a) Evaluation of progress towards achieving
 
Project objectives;
 

(b) Identification and evaluation of problem areas
 
or constraints which impede achievement of outputs;
 

(c)Analysis of ways in which problem areas and
 
constraints may be resolved.
 

8. Annual internal Project evaluations shall be carried
 
out during the entire life of the Project. These internal
 
evaluations will be the basis for the preparation of the
 
annual implementation plans and budgets, and shall be
 
presented for A.I.D. consideration. The internal
 
evaluations will examine the programmed targetso the
 
supervision system, logistics and other elements of the
 
Project to recommend and implement the necessary

improvements.
 

(9)Annual independent audits of each activity under the
 
Project, in accordance with standard auditing principles,
 
shall be carried out with resources included in this
 
Project Amendment. These audits should be carried out
 
during the first quarter of each year. Said audits will
 
in no event replace the periodic Project audits which must
 
be carried out by the GO0 Controller Office (Contraloria
 
de Cuentas de le Republica do Ouatomals)
 

C. Nanistina Ststu. 

The activities described in this Project Paper
 
Amendment have been fully discussed with the appropriate 000
 
officials. The 000 supports the Project as designed, and
 
implementation may proceed upon signing of the Project Agreement.
 

1975C
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SCCC) - COUNTRY CHECKLIST 

* 

L.i.t............01o.ewblow are sta.tutory riteria applicable 
to: (A)FAA funds generally; (3)(1) Developmonft 
-AsOLtanco funds only; or (3)(2) the !coD0oU1 
support Fund only. 

A. rE!PJL CR~rERTY'FOR COUNTRY 

. FY 19P91 ZOntinuno R0es1et3on SOS. 26, 
Has tno President certified to t3e 
Congress that the government og the 
recipient country is Calling to take 
adequate measures to prevent nazootie 
drugs or othar controlled substances 
which ace cultivated, produced or 
procossed illicitly, in whole or in part. 
in ouch country or transported through 
such country. fron being sold illegally 
vithiL the Jurisdiction of such count.y­
to United Statos Governuent personnel or 
thoit dependents or from entering the 
United States unlawfully? 

he ftelftdntMts nct so 
dee misd. WJatmls. C!= 
take adequato steps to PV­
ve. nat lcs traff.ic 

• 

2. FAA Bog! 4Ch. (This provision applies 
to osslotanco of any kind provided by 
grant* sAle, loan, lease. credit, 
guoranty, or Insurance, except assistance 
fron the Child Survival Fund or oltiLog 
to international narcotics control. 
dLsant aad' refugee relief, or the 
proviolon of food or nedicine.) It the 
recipient is a majo Illicit drug 
producing country! (defined as a country 
producing during a fiscal year at least­
five ntric tons of opium or 500 metto 
tons Of coca or Uatiluana) or a 'maJor 
drug-trannit country* (dofined as a 
count:y that is a significant direct 
sourca of illicit drugs significantly 
affecting the United ctatest trhoudh 
whicht such drugs ate transported# or 
through wnichl aigniiLcata nums of 
drug-relatod protito ae laundered with. 
the knowlodge or complicity of the 
governmont), has tie Pceoidant In the 
Hatch I intornational Narcotics Control 
statogy Ropoct (IIdSCR) dotorminod and 
coctifivd to the Congros (without 

7h P 
u 

, 
.t 

Ldmthatnso 
. 



Congtessional enactment* within 30 days
 

disapproving such a octification)e cc
 
-has the President determined and
 
ertified to the Congress on any other
date (th onactment.by Congtoss of a
 

resolution approving such cetication)
 

that (a) during the pcevious year the
 
country has cooperated fully vith the
 
United States or taken adequate steps on
 
,its own to prevent illicit drug# produced
 
or processed in or transportod through
 
such country from being transported Into
 
the United Statos, and to prevent and'
 
punisb drug profit launderiug in the
 
country, or that (b) the vital national
 
interests og the United States requite

the provision of such assistance?
 

3. 	Dru Act 0cc. 2013 (This section 
applies to the sane categories of 
assLstance subject to the restrictions in 
FAA sec. 481(h), above.) If reciplent 
count:y I a nmajo illicit drug
producing county"-ot *maJor drug-transit.
 
country" (as defined for the puspose of
 
FAA Sea 481(h)), has the Pzesident
 
submitted a report to Congress listing
 
such country as one (a) which, &a a
 
matter of government policy, encourages
 
or facilitates the pcoduction or
 
distribution of illicit drugs; (b) in
 
which any senior official of the
 
government envages in. encourages, or
 
facilitatis the production oc
 
distribution of Llogal drugss (a) in
 
Which any member of a US, Government
 
agency has suffered or been threatened
 
with violence inflicted by o1 with the
 
,conplicity-of any government officer •
 
or (d) which fallo to provide reasonable
 
cooperation to lawful activities of U.S. 
drug enforcement agents, unless the 
Preoident has provided the required
cortification to Congress pertaining to
U.S. national interests and the drug 
oontrol and criminal prosecution efforts 
of that country?
 

o 

hn Presdent has nc.
 
subttcd a roportt.
 
cnngzs listLng r.c
 
oa tx.
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4. 	FMA See, A2.(€. If assistance is to a . tO* g9overnment. is the government liable as
 
debtor or unconditional guarantor on any
debt to a U.S. citizen or. goods-or..
services furnished or ordered where (a)
such 	citizen has exhausted available
 
legal cemedies and (b) the debt is not
 

* denied or contested.by such government?
 

S. 	EM fe. 620(e)(1). If assistance is to NA
 
a governmont. has it (including any

government agencies or 
subdivisions)

taken any action which has the effect of
 
nationalizing, expropriating, or
 
otherwise seizing ownership or control of
 
Property of U.S. citizens oc entities

beneficially owned by them without taking

steps to discharge its obligations toward
 
such citizens or entities?
 

6. 	FAA goes. 622(a). A20(). 620D2 TV 1997
 
oninut Resotion Se. S12. 560'oIIs 


recipient country a Communist country?

If so, has the President determined that

assistance t o the country is important to 
the national interests of the United 
States? Will assistance be provided to 
Angolae Cambodiao Cuba. Iraq, Syria.

Vietnam, Libya. or South Yemen? Will
 
assistance be provided to Afghanistan

without a certification?
 

7. 	E Poe, 620M5. :as the country " 
pe9aited, or failed to take adequate
 
measures to prevent, damage or
 
destruction by mob action of U.S.
 
property?
 

o. geMe,.62o(11. Has the country ftlled tp..
to enter into an investment guaranty
 
agreement with OPIC?
 

*9. FAA oe. 620(olt Pishermen's Protetive

Act of 1967 (aeAmended) Sec. s (a) Has NA 
the country sezd, or imposed any
penalty or sanction against, any U.S. 
fishing vessel because of fishing

activities in intarnational waters?
 
(b) 	It so. has any deduction required by

tle 	Fihersen's.Protective Act been made?
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10. F7P SoC. 620(a01 y 29g7 Pontinuina 
Resolution See. s51. (a) Has the 
.9ovecnmont oC the recipient country been 
*n doault go: mote than six months on


l 8nM -tointeract o0 prnia f1,a oa 
country under the FAA? (b) Has the
 
country been in default fo: More than one
 
yeac on interest or principal oan any
 
U.S. loan under a program for vhich the
 
FY 1987 Continuing Resolution'
 
appropriates funds?
 

11. FAA fee. 620(p). cf
Contemplated

assistance is development loan or from
 
Economic Support Fund, has the
 
Administrator taken into account the
 
percent of the country's budget and
 
amount of the country's foreign exchange
 
or other resources spent on military
 
equipment? (Reference nay be made to the
 
annual "Taking Into Consideration" memo:

"Yes, taken into account by the
 
Adainistrator at time of approval of
 
Agency OYB." This approval by the
 
Adminintrator of .tbe Operational Year
 
Budget can be the basis to: an 

affirmative answer during the fiscal year

unless significant changes in.
 
circumstances occur.)
 

12. PAA Spe. 62o(ti. Has the country seveted 

diplomatic relations with the United
 
States? If so, have relations been
 
rosumed and have new bilateral assistance
 
agreements been negotiated and entered
 
into since such resumption? . •
 

1 

status of the country's U.N. 

obligations? If the country is in
 
arrears, were such arestages taken into
 
account by the A.I.D. Administrator in
 
detormining the current A.I.D. Opecating

Year Budget? (Reeence maylbe made to
 
the Taking Into Considetation meno)
 

23. FAgsoo. 620(u1. What is the payment 


140 XAh fg$, 62oh. Has the President 

detronned ttat the recipient countcry 

canto sanctuary from prosecution to any
 
ndividual or group Which has ecouitted
 

an act of International teccotion o
 
otherwise oupports international
terrorism?
 

NA
 

f.
 

NO
 

CMutryIsnot
 
dollnet
 

U 

0 M PresidWrt has not 
dotomranod. f 



I,., 

1S. SfA of ea .*p, Use the,g62(b).
seatetary70f staedterninedthat-bhe.
 

.
 Country is a high tOerorist threat
 
Country after the Secretary of
 
Transportation has determined, pursuant

to sectiou 1115(s)(2) of the Federal
Aviation Act of 1958. that an airport In

the country does not maintain and
 
administor effective security measures?
 

66(b).

object# on the basis of race, religion.
 

16. FA .a L Does the Country
 

national origin or sex, to the presence

of any officer or employee of the U.s.
 
who is present in such country to carry

out oconomic development programs under
 
tho FAA?
 

17, FAJ Ses. 669, 670 Has the country,

after August 3. 1977o delivered to any

other country or roceived nuclear
 
enrichment or reprocessing equipment.

materials, or technology without
 
speci ied arangements or safeguards, and
 
without special certification by the
PresidenL? Uas it transferred a nuclear

explosive device to a non-aclear-yeapon


"stato, oc if such a state, either
 
reeived or detonated a nuclear explosive

device? (FA gso. 6203 permits a special

walver of Sec. 66 fog Pakistan.)
 

1. l A e- ig. a
a, If the country is 

nou-nuclear weapon state, has it, on oc

aftr August 0. 1965o exported (or

attempted.to export) Illegally from the.
 
United Ctatea any material, equipment, or

technology which would contribute

significantly to the ability of a country

to manufacture a nuclear explosive device?
 

%9 A of 191 eo. 720, has the country
reprsetod at the Meeting of Ministore 
of Foreign Affairs and Heads of
Delegations of the Uon-Aligned Countries
to the 36th General Assembly of the VON.
 
on Cept. 25 and 20. lo1 and failed to 

disassociate itso)f (roo tlo conmunique

issued? It soo has the President taken


"'it into account? (Refecence may be made
 
to the Taking into Consideration memo.)
 

NO
 

autwulas rApercsmt
 
at the uMetM.
 

0
 

OW
 

http:attempted.to


20. 	rY 1907 ContInulna Reeslutfen §eC. S28,
 
Has the recipiont country been determined NO
 
'by the President'tohaveenagedin a ..
 
consistont1 attorn of oppos t on to the
 
foreign pol cy of the Un ted states? 

22. 	 Y 1937 Continuina Resolution see. 612,
 
Has the duly elected Head of Government nO
 
of the country been deposed by military
 
coup or decree?
 

D. M1a :o SO;RCE CRYTTR! VOR COtrnY 

2. 	D0vel20en Asuistance Country Criteria
 

AA see. 11*. Has the Departmentof HodetemintLan haks b 
State deternined that this government has mde r m qpS Vt­
engaged in a consistent pattern of gross latcn of hn rL;"s 
violations of internationally recognized 
human rights? If so. can it be 
demonstrated that contemplated assistance
 
Vill directly benefit the needy? 

2, 	Economue Suaovrt Fund Country Criteria
 
p 9 

FAA See. 52R. Has it been determined NA
 
that the country has engaged In a
 
consistent pattern of gross violbtions of
 
internationally recognized human eights?.
 
It so, has the President found that the.
 
country made such significant improvement
 
in Its human tights record that
 
furnisching such assistance is in the US.
 
national Interest?
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6C(2) - PROJECT CHECKLIST 

Listed below are statutory criteria appllicable
 
to Projects. This section is divided into two
 
partc. Pact A includes criteria applicable to
 
all pro)jvi. Pact B applies to projects funded
 
from specific sources only: B(1) applies to all
 
projects funded with Development Assistance;
 
3(2) applies to projects funded from Development

Assistance loans; and 3(3) applies to projects

funded from ESF.
 

CROSS mlrEsRENCE5: 1S COUNTRY CHECKLIST UP TO
 
* 	 DATE? HAS STAMDARD IT!S5
 

CRICKLIST BEEN REVIEED FOR
 
THIS PROJECT?
 

A. 2EtMMAL CRITERIA FOR PROJ!CT 

6000, 1, 	 ZY 1997 Colinunay Resolution Sea, 1231 Coresai € l Notincat 
FAA ste&, .e DhsC9Ibe how was submtted to At for 
authorization and appropriations tz&-AtAZa to C=115s. NO 
comnittoes of Senate and House have, blIption i l be made untmi 
been or will be notified concerning no fcatim rAiret 
the project. 	 have been rat. 

2. CAA See. 611(it(1l. Pioer to obligation APect Fnmncia1 Plan,
In excess of $500,000, will there be • with roamrtblc fU=z 
(a) engineering, financial or other plans estintes of cost to AM 
neoessary to carry out the assistanceo L otiralnad 'Jn Puo 
and (b) a reasonably ftir estinate of the . 
coot to the U.5. of the assistance? 

Sea If legislative 

action is required within recipient r"Agcd ar will tAkC UP
 
country, what is basis for reasonable to e0 days frcm sulnLepcn

expectation that such action will be frquost.

completed In time to permit orderly
 
accomplishmont of purpose ot the
 
assistance?
 

3, PAR 	 itI(aI(21, %g*aUiltj ctmon.wLlbe 

4. FAA 2o. 61th)tFY '14e7Cont nuina
 
fResolutto See. Ol. it project Is for
 
water or vato-ulated land resource
 
construction, have benefits and coats
 
been computod to the extent practicable
 
in accordance with the ptilicIples
 
standards, and proedurcs established
 
purouant to the water Resources Planning

Act (424Il0n o fig)lin,)
tZ. 	 (se

AZ9%.I1andbooPk 3 gt guidelinae)
 



S 	 *m 

. St., 611(e . It project is capital

assistanco (L 1.., Construction), and
 
total-U.S.- asseistance for it willY exceed
 
$1 million, has Mission Director
 
certified and Regional.Assistant
 

* 	 Administrator taken into consideration 
the countcy's capability effectively to 
maintain and utilize the. project? 

6. 	ZM sig. 2og. Is project susceptible to 
execution as part of regional or 
nultilateral project? If so, why is 
project not so executed? Information and 
conclusion whether assistance will
 
encourage regional development programs.
 

7. 	EAA se. o621(a). Information and
 
conclusions on whether projects will
 
encourage efforts of the country to:
 
(a) increase the flow-of international
 
trade: (b) foster private initiative and
 
competition: (c) encourage development
 
and 	use of cooperatives, credit unions.
 
and 	savingo and loan associations;
 
(d) discourage monopolistic practices;

(e) improvo technical efficiency of.
 
industry, agriculture and commerco: and
 
(f) strengthen free labor unions.
 

0. 	FAA Sec. 601b1. Information and 

conclusions on how project will encourage 

U.S. private trade and investment abroad 

and encourage private U.S. participation 

in fosoign assistance programs (including 

use of private trade channels and the 

services of U.8. private enterprise). 


9. 	FAA Sla.m 612(bl 616(hi. Describe steps

taken to assue that# to the maximum 

extent possible, the country is 

contributing local currencies to meet the 

cost of contractual and other setvices. 

and foreign currencies owned by the U.S. 

age utilized in lieu of dollars.
 

20. FAA Roe. f1 rA1. Does the U.6. own
 
excess Coreign cuconcy of the country

and, if so, what acangements have been
 
made tot Ito release?
 

K/A
 

2aBresearch o Ant
 
of the Project h3s -nter­
face with several Paiaona
 
=Jct5.
 

2 pepojectIspr"..
 
grosta priates600-­
plrticiptiom inC..&.zla.
 
Conc~g ftly, private sector
 
fiM p rtlazY'fr unago­
=nt maXtimf,tO4A.!f, And.
 
credit win b*e w. aodto 
bid on tho aftivity. 
2 htounrasahnn 

itjoeatizatin 61 use 
Pro 
oIy local cu rrc'cy tot
 
its Po oct AWtt a M­
gLUflt5.
 



'S.. U d~s 'Q ** s*** 0 0 0 ' 

Ile 
 FY 1909 C0o1linulng Resolution Sees .21.
 
It assistanco is tog tno production of
 
any commodity for export. is the
 
commodity likely to be in surplus on
 

* 	 world markets at the time the resulting
 
productive capacity becomes operative,

and in such assistance likely to cause
 
substantial inJury to U.S. producers of
 
the same, similar or competing comnodity?
 

12. 	EY 19 Continuing Resolution Sea. SSI
 
(as interpreted by conference report).
 
It assistance is for agricultural
 
development activities (specifically, any

testing or breeding feasibility study.

variety improvement or introduction.
 
consultancy publication, conference. or
 
training), are such activities (a)

specifically and principally designed to
 
increase agricultural exports by the host
 
country to a country other than the
 
United States, whete the export would
 
lead to direct competition in that third
 
country with expo;ts of a similar
 
commodity grown or producod in the United
 
Soatos; and can the activities reasonably
 
be expected to cause substantial injury
 
to U.S. exporters of a similar
 
agricultural commodity: or (b) in support
 
ot research that is intended primarily to
 
benefit US. producers?
 

13. 	r.Y._±Q2L.. n..un nesolutr n see. SS9.
 
Will the assistanco (except for ptograms
 
in Caribbean Basin Initiative countries
 
under U.S. Tariff Schedule "Section 007:0
 
which allows reduced tariffs on articles
 
assembled abroad from U.S.-made
 
compononats) be used directly to procuro

feasibility studies. prefoacibility
 
studios, or project profiles of potential
 
investment in, or to assist the
 
establishment of facilities specifically
 
designed for, the manufacture for oxport
 
to the United Otates ox to third country

markets in direct competition with U.S.
 
oxports, of textiles, apparel. footwear#
 
handbags, flat goods (such as wallets or
 
coin pursos worn on the parson), work
 
glovou or leatho weaaing apparel?
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.th assistance 141l-9, Afl 

comply with the environmental procedures Inntal Earniation rde a
 
set forth in A.Z.D. Regulation 16? Does positive detertrati1.
 
the assistance place a high priority 0n EA will define this aspect

Conservation and sustainable management Of the Project.

of tropical forests?* Specifically, does 
the assistance, to the fullest extent 
feasible: (a) stress the importance of a) The Prctwill support 
conserving and sustainably managing an agro-forest.y 
forest resources; (b) support activities nent dasigned to :.an-Imi,
 
which of for employment and income deforestation in -plan
 
alternatives to those who otherwise a protect triba­
would cause destruction and loss of tazy watersheds.
 
forests, and help countries identifyb

and implement plternatives to colonizing b) PrOe@-t:d€signd to use
 
forested'areas; (C) support training eitn lfats as a
 
programs. eddcational efforts, and the hqhe3?prodUctvo units.
 
establishment or strengthening of -) Trainin is a lated 
institutions to improve forest 
manaemnt; (d) help end destructive #in the agro-forest--- # 
slash-and-burn agriculture by supporting 8ctivity.
 
stable and productive farming practices; 4) Projec is desiq- t
 
(o) help conserve forests which have not - t 
yet been degtaed',, by helping to increase 147=0'*O cure..t a, •l 
production on lands already cleared or tural -AMe wit.hbatter
 
dograded; (I) conserve forested uXroln ae •r V.Ltion
 
watarsheds and.rohabilitate thd%* which ftJnlc es.
 
have been deforested; (q) support
 
training, research, and other actions *) frect not onlynhelps tc
 
which load to sustainable and core Ica prcdct.-n on 
environmentally sound practices for already cleared L%-ds but 
timber harvesting, removal, and will participate in soil 
processing; (b) support research to . nserwAticn prova-'s3 
expand knowledge of tropical forests aLamd at pr tectfr watr 
and identify alternatives which will . sheds, forest aros. and 
prevent forest destruction, loss, or ocistinq Ca=dda. 
dogradation; (i) conserve biological
diversity in forest areas by supporting f), project will pro.o the 
effocts to identify, establish, and establisln t and naunaqe­
maintain a representative network of wwnt of local cpectes or 
protected tropical forest ecosystems proven LnLoducad Mew 
on a worldwide basis, by making th& to protcp uaterAe orea 
establishment of poeCtelod ateas a 
condition of support for activities g rojet. doos not plan on 
Involving forest clearance or usiq rocouras A= tL*­
degFadation, and by helping to identify bar h.rvacing F.0'ossir. 
ttopical Corest ecosystems and species 
In need of protaction and establish and 
maintain appCopCiato protectod aras:s 
(J) sk to increase the awareness of
 

5 



- 11 -. 

U.S. qovernmoaIagencies and other donors h)|o tropical forest re­
of the immediate-and.long-torm.value,of . marchantcipatad. 
tfOPica3. oresto: 
 and (k)utilize the 
 p In 
resources and abilities of all relevantU.S. government agencies? scie testing. 

%.0 ) No virgLn forest clear­15. EA7 see. 119(c)(41-'). will the .Iassistance (a) nupport training and 	
ng Ispart of to pro­

sect.
 
education efforts which improve the
 
capacity of recipient countries to 	 ) oagro-forestry ca,prevent loss of biological diversity; 	 ao il-fntgive r romso
(b) be provided under a long-term 
 to agqo-forestry -notagreement in which the recipient count 
 necssary long tAs. val%*
agrees to protect ecosystems or other 
 of tropical forest.

wildlife habitats; (c) support efforts
 
to identify and survey ecosystems in k)
recipient countries worthy of	 

O
 

protection; 
 or. Cd) by any direct or
indirect means significantly degrade N
 
national parks or similar protected areas b) W
 or introduce exotic plants or animals 
 c)
into such areas? 
 - d) 

16. FAA. If a Babel project. has a
 
determination boon made that the bost 
 NA
 

. government has an "adequate sysom for
accounting gor and controlling rocoipt

and expenditure of project funds (either

dollars or local currency geierated

therefrom)? •
 

17. 7?iggeContinuing Resolution Se, 532,"
Is disburcoent of the assistance 
 NO

conditioned solely on the basis of the
 
policies of any multilateral institution?
 

PtDIflM. CRTTRTA PeR PROJECT 

1. Develooment Asistance Project Criteria a) 	 The project ,nteA, to 
Mn stroam selected a. PAA las• 102(1,.111, 113, 281tal. 
 5b5sistOOm frmIIrs id
Describe extent to which activity 
 rimX11al ca=lalwill (a) effectively involve the poor 
 favors to bo self­in dovolopment by oxtending access to 
 ssta q cOuv:OrcialeconoMy at local levo, increasing 	 ffavors wth )M074slabor-Intonoi%,ro production and the 
 of irrioation davelop-rontuse of appCopriato technology, 	 and mirkctJr4 cucdisporing investment from cities plus offering Pa'yt1coa of 

to small towns and rural aoas, and jiiptad IMducticn
technology. 



Insuring wide participation Of the Poor
In the benefits of development On a
s-ustained naisi's. tCVapp'rUisn 	 U.5e


* institutions: Cb) help develop
cooperatives. especially by technical 

assistance, to assist rural and Urban 

poor to help themselves toward bettor
 
lite, and otherwise encourage democratic 

private and local goveu ental 

Institutions; (a) support the self-help

efforts of developing countries; (d)nx
pooparcal


Spromote the participation of women in the 
national economies of developing
countries and the improvement of women's 
status; and e) utilize and encourage

regional cooperation by developing

countries. 


b. FAA Ses,. 103. 103A. 104, l0. 106.' 
171..zb. Does the project fit the 

criteria for the source of funds.
 
(functional account) being used? 


C. 	FAA 1 , . Is emphasis placed on use 
ol appropriato technology (relatively
smaller, cost-saving, labor-using
technologies that ace generally most
 
appropriate for the small farps, small"
 
businesses, and small incomes of the
 
poor)? 

. FAA Begs. 110. 124(d1, Will the 
ecpiont country provide at leas 

25 percent of the costs of the program
project, or activity with respect to whch 
the assistance Is to be furnished (or R 
the latter cost-shacing requirement being

waived for a roelatively least developed"

country)? 


.

atJonpts eoincroase 


o, MASee. 12rb1, If the activity

the institutional 


capabilities of private organisations or 

the government of the country, or if it 
attempts to stimulate scientific and 
technological research, has it boon 
designed and will It be monitored to 
ensure that tho ultimato boneficiatioe 
are 	the poor majority? 

b) 	The project will p~o
mmpratiwpeor
 
us roup andfactit. 
atc mar'etng A:ra--,. 
thruh oPnratives as 
Apprtprito. 

a) Basically this is a pro­
sect designed to halp 
subsistcnt and r.-qtll: 

faoye to be 
uinstred as self­
fficit noCe=ial 

fAmWxs. 

4) 1w project dfrecly Sm­
pacts on wll-od.-q of
 

o) 	 reserc related 
nnt such as piat minag 
mm and the soc r,
keting ~oc et have 
regional /inlCAt.ns to: 

5ht sco tish 
oscale-neur.al tha 

have fee 	 "i
vrraoo 

InO1t rala'
 

3tzp -tl butionw:LUl 
be 2S oC Ie. 

a 
benefroictalm a solocted 
beefiaries fu t poo
s'aroLW ao liv ans 
OIa~MuiI highlands. 

http:oscale-neur.al
http:inlCAt.ns


* 
4 
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rho sR.. 21% b. Describe extent o Project will prOVM4 sL nLfi­
whiich proi airocognizo tile particular. .eeds, s.desirt -and-capacities of the *nt r Io, bto rivat .-and p.bl. sctor nstitutir.people of the countrs utilizes l rthe at pub thei doiesiccounty's intelleotual ZsourOes to rm&l.- wa.;erial Ad t chdcencourage institutional development; and pMc .
 
supports civil education and training in
 
skills required fog. effective
 
participation in governmental Processes
 
essential to salf-governMent. 

g. FY -19YContinuingResolut:on Sec. 540. 
Ate any of the funds to be used for the

perfoccanco of aortions as a method of

family planning or to motivate or coerce
 
any person to practice abortions?
 

Are any of the funds to be used to pay

for the performance of involuntary

sterilization as a method of family

planning or to coerce or provide any

,financial incentive to any person ,to

undergo sterilizations?
 

Are any of the funds to be used to pay

tor any biomedical research which

relates, in whole or in part, 
to methods
 
of, or the performanoo of. abortions or
 
involuntary sterilization aus means of
 
family planning?
 

h. 1TY9 Continuing R2eolutlo is 0he O
 
assistance being made available to any

organization or program vhich has been
 
determined to support or participate lb
 
the management of a program of coercive
 
abortion or involuntary sterilixatiin?
 

it assistance Is fcom the population
functional account, ate any of the funds
 
to be made available to voluntary family

planning projects which do not offer.
 
either directly or through reerral to or
 
information about access to, a broad
 
range of family planning cethods and
 
servieoo?
 

±, *,., Will the proJect
 
ut 0zooonpotitve selection ptoceduro

for the awarding of contractc. except

Whoo Applicable PrOsUgemont rules allow
 
otherwio?
 

-A 
-U 
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OfhO Und@ Will be available @fll-tog,
activitiO of economically and 3001alTdilsadvantaged enterprises. historically
 
black colloges and universities, and
* 
 private and voluntary organizations which 
aro controlled by individuals who age
black Americans, Hispanic Americana. 
NAtive Americans, 

or 
or who are econonically 

or socially disadvantaged (Including

women)?
 

IC. 	 7 Leo. 1iS(olf1,. if the assistance
vii1 cupport a program or project 

WV 
significantly affecting tropical forests
(including projects involving theplanting of exotic plant species), will
the 	Program or PrOject (a) be based upon
careful analysis of the alternatives 
available to ashiVe the best sustainable 
use of the land, and (b) take full 
account of the environnental impacts of 
the proposed activities on biological
diversity? 

1. 	 rAA le. UPie1. will assistancebe used ot (A)the Ptocureeantto Use b), M
of logging oquLpzent, unless an

onvironnental assessment indicates that
all timber harvesting operations involved
 
vii be conducted in an environwentaly'

sound canner and that the proposed

activity will produce positive economic
 
benefits and sustainable forest
 
managoment systems: or (b) actions which

significantly degrado national parks or
siLIlar protected areas whibh contain
 
tropical fotest , oC introduce exotc
 
plants or animals into such areas?
 

lo. 	 EAL Hoea..luljCa ,. Will assistance be .d)
used tor (a) activities Which Would 
 b) 	 oresult in the conversion of forest lands 
 W NOto the rearing of livestocks (i) the d) WconstructLon, upgrading, oc maintenance
 
of goads (including tempora y haul goads
tor loqing Or other extractivo 
 I
|10uotias) which pass tIrough relatively

uldogradod Coteot lands$ (e) the

colonization of forest lande; 
or (d) the
Construction of dons or other Water
 

U a 



coitcol structures which flood relatively
 
undogtaded forest lands, unless With 
respect to each ouch activity an
 
environcental assessment indicates that
 
the activity will contribute
 
significantly and directly to imptoving
 
the livelihood of the Cural poor and Vi11
 
be conducted in an entilonsntally sound
 
manner which support$ sustainable
 
development?
 

R.Deorment Assistanceg prolet Crlteria 
•2.
 

a. 	FA Sec. 122tb. Infamation and
 
conclusion on capacity of the country to
 
repay the loan at a seasonable rate of
 
interest.
 

b. 	IAA see. 620(d1. It assistance Is for
 
any pCoductventerpise which will
 
coMpote with U.S. enterprises. is there
 
an agreement by the roipient country to
 
prevent export to the U.5. of haoe than
 
20 percent of the entetprises annual
 
production during the life of the loan,
 
or has the requirement to enter into such
 
an agreement been waived by the President*
 
because of a.national Security intetest?.
 

a. 	 ly 1937 Cant$nui n eosolution. If for a 
loan to a private sector institution from 
funds made available to carry out the 
provisions of rM Sections 103 through 
10C,will loan be provided, to the 
maxinum extent practicable, at or near 
the prevalling interestatte paid on 
Treasury obligations of siilat maturity 
at the time of obligating such funds? 

d. 	 neg, 122bi. Does the activity 
give reasonable peomies of assisting 
long-range plans and prograns designed 
to devlop econont oeoutoe 4nd
 
increase productive capacities?
 



00 

- II, ­

...
, cniCSunort und -Projet-Crioria..
 

.931(2a).
8. E see 	 will this assistance 
promote economic and political 
stability? To the maximum extent 
feasible, is this assistance consistent 
with the policy directions. purposes. and 
programs of Part I of the FAA? 

Ill.b. 	rAA Sao. Will this assistance be
 
Used tot allitacy or paramilitacr

purposes? 	 . 

a. ?SDCA of tog$ Sea. 207. Will ESF funds 
be used to tinance the construction# 
operation or maintenance of. oc the
 
Cupplying ot fuel tor a nuclear
 
facility? If so, has the President,

cectified that such countr is a patty to
 
the Treaty on the Non-Prol fat tion of
 
tluolear Weapons or the Treaty tor the
 
Prohibition of Nuclear Weapons in Latin
 
Anerica (the 'Treaty of Tlatelolco'),

cooperates fully with the tA.o and
 
pursues nonproliferation policies

consistent with those of the UAlted
 
states?
 

d. 	 aMU ...&DJ. It commodities ate to be
 
granted so tha" sale proceeds will acous
 
to the recipient country, have special

Account (counterpart) actangements been
 
made?
 

9 * 
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SC3) - STANDARD IT.4 CHECKLIST 

Listed below are the statutory items which 
notcally will be covered routinely in those 
provisions og an assistance agreement dealing 
with its i9plenentation. or covered in the 
agreoment by inposicg limits on certain uses of 

S funds. 

These Items are arranged under the general
 
heading* oI (A) Procurenento (a) Construction#
 
and (C) Otheo Restrictions.
 

A. za±z~ 

1. rAA E,,e 4Urfa'. Are there aurangements
 
to 9vnt U.S. small business to
 
participate equitably in the furnishing

of commodities and services financed?
 

3. MB rJC, 401.1 Will All procurement be
 
Iron the U.S. except as otherwise 
detecmned by the President or under 
delegation from him? 

3. r" ne, 604()d. i the Cooperating
enc¥a asocsi tnates against marine 
Insucance companies authorised to do 
business In the U.S.# will comodities be 
insured in the United States against 
narine risk with such a company?

4. 9h 

af*augriutural commodity or produot thereof 
Is to be f1naneed, Is there provision 
against such peoeurement when the 
domestic price of Oueh comd"ity is.less 
than parity? (Exceptien whet commodity 
financed could not reasonably be ptocuted 
in U.S.) 

S. PAF 5.'. £041.1o Will construction at 
cnqleeing rervises be peolUted Icen
 
firm oC advanced developing esunties
 
Vhih'aV otherwise eligible under Code
 
941 and which have attained a eonpetltive
 
eapabilit in intemn lonal markets in
 
one of these area.t (eptlen tot theme
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courcies which receive direct economfi
 
assistmnce under the FA and permit

United states firs to cotpete for
 
consttuction or ongLneecing secvices
 
financed from assistance programs of
 
theso countries.)
 

6.f1:AA.seep et the shipping exclude4
frmcopince with the requirement to
 

section 901(b) of the merchant marine Act 
of 193. as amended, that at least 
50 percent of the groes tonnage of 
commodities (conputed sepatately for dry 
bulk carrier$, dry cargo Inecs, and 
tankers) financed hall be transported on 
pcivatoly owned U.S. flag commercial 
vessels to the extent such vessels are 
Available at fait and reasonable gates? 

7.CA Jo~ne 1,2'Il. 1f technical assac
 
Ssuch assistance be 

furnished by priv4 s enterprise on a 
contract basis to :Ae fullest extent 
practicable? vill the facilities and 
resources of other rederal agencies be 
utilized, when they aro pacticularly
 
suitable, not competitive with private,
 
enterprise, and ade available without
 
undue interference vith domestic prograsto
 

transportat on of persons oc property is
 
financed on grant basis, will U0.
 
carriers be ued to the extent such
 
service is available?
 

tth s*. . vesomen: as A uarty t 
contract tot pcocucoment, does tae
 
contract contain a provision authotisling
 
termination of such contract for thre
 
convenience of the United states?
 

10. p9!%17 COOntnan feelutlen $ee.. 54. 
it assistance s ot eognsu lting service 
thcough precutement eontract pursuant to 
6 U.osC. 3109, are contract expenditures 
a maett public record and available 
to public inspection (Vnloe othetvise 
provided L) law or exective cder)? 



Z. JU see, 102d1 it capital CIA&#6consteuction) pen*eat, Vill V.S,
 

ongineeting and pcotessLonal sevices be
 
used?
 

2. 23. 6 61U(c). If conzacts got

oonstguation ace to be financed, vill 
they be te on a competitive basis to 
Maximum extent peact cable? 

3. EAA gl., 620ot1. Itfor constcuction ot 
Peoducctve enterprise, vtiii a peiste 
value of assistance to be tuct shed by 
the U.S. not exceed $100 million (except 
got psoductive entecpcties in 99ypt that 
Ve:o desccibed in the CP), o does 
assistance have the exptess Sppoval of 
Cot1cess? 

L It development loan 
repayaole in dollaces is interest gate 4t 
least 2 peccent per annun ducing a flage 
peliod vhich is not to exceed ten yea 
and at least 2 percent pea &nnuM 

1. 	 z see. 122k. 

theceafetea 

2. 	 U fund to established
 
"o aonatlbtone and
 
adninJsteed b n tinecnational
 
o*ganitation, does compttollet Oenecal
 
have audit tight$?
 

3. 	rA&SD JAl, _Do agganqements exist 
toInsuce that United $tates goteign aid 
is not used in a nanneg which, contgatry 
to the best interests of the United 
States. pzosotes ot aislts the gotoigs 
aid projects ot activitLes of the
 
Cosmunist-blo@ eounteiss?
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4. 	Will arrangements pcoolude use of 
o itnanclngg
 

lY 

ROSoluete ge.. . 0 (l) TO 
pay tor petforoanss o abortions as 
a method ot family planning or to 
motivate or coece peCons to 
practice abortions: (2) to pay for 
verormance of Involuntary 

as 	 PM.1ee. 14tff l9ll Pontinuin5
 

stoniliation as method ot family
planning, or to coece oc provide,,
financial incentive to any person to 
undergo sterilizationt (3) to pay cot 
any bionedoal esereh which 
rolates. Lo whole ot part, to methods 
oc the pertocnaneo ot abortion$ or 
Involuntary sterclLsations as a meIns 
of tanly planning; or (4) to lobby

tot 	abortion?
 

b. 	Z&A ie&.Jf. To ake romburse­
bursezonts. in the torn of cash 
payments, to persons whose illicit
 
drug Ocrops are eradicated?
 

go FAA 	 To compensate
om, 

ovaots gor oxpropciatod or
 
nationalized propery, except to
 
conensate foreign nationals In
 
accordance with a land coto program
 
oertil~ed by the President?
 

d. 	r~a tee. 1 a. To provide training#
advice, or any financial suppott gor
policeo prisons, or other law 
enforcement fotces except for 
narcotics progcams? 

o. u. ii10ALFor CIA activities? 

t. lUog,.4311iUL For purchases 69,0
long-tern lodig. exchange or guaranty
of the sale of ntot vehicles 
manufactured outside U.1., unless a 
waiver is obtained? 

g. rYl.O?.mro nl fhelutton See. 
e. To PAY pensions. annukties
.­

retireent pay ot adjusted service

* compensatlon fog military personnel?
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h. 	EY 1jJon|tIun zecolutton seg. 62s. 
TO pay U.N. aSoiletn. ac.Oacagos Otdues?
 

1997 coninuin J 

To catcy out pcovisions oj FAA section
 

1. -Y 	 ,oGuOIon$Se. o6. 

2O9d) (transfer of AA funds to
nultllatocal organiticons (or lending)? 

*J. 
 7IYI 	l.. Iunr ResolutIoP see. SlI.
 
ro £&nanco t41 expoct of nuclear 
equipment. fuel. or technology? 

. TY 19s7 Cotnluing zeiolut n L,.St,
 
For tho purpose of adi4ng the efforts of
 
the goveoncont of such country to cepress

the legitimte Lghts of the population

of such country contrary to the Univecsal
 
Declacation of fuaan Aights?
 

t 

To be used for pubtictity or propaanda
 

1. 	 rY 199CntlnufalC20eoluto ea. iL , 

purposes Within U.S. not autho Lzd by

Conoes$?
 

0e
 



ANNEX C 

4S 
Ministerio de Agriculturs, Ganaderia y Alimentaci6n 

GUATEMALA. C. A. O, 

M1-1340/88
 
-, Aost I do 1988


"."t.Pbso' 
la a.. 

Sr. t.,ithony CautoruccL - .. 
Director 11ei n AID/Guateual1 - -


CLud ,d.
 

gatia&do s#Aor Directors 

For oats ndio so permilto exprosor y confirsur a Is Agenea par .1
 
Deatrollo Intorniciena.(AID) *I lntore del Coblerno do Guatemala on an­
pliar @I 'inucLarentoo ls actividado y la cobortura del Proyecto so..
 
5200274 " osarrollo Arfcola del Alciplano" (1DM),
 

En nuo•tral reunionts do trabajo hamo discuttdo Isconventencia do 
co-2bfnr an usn. solo lot ?royeto 520-255 "SiIcemac do Diversificacln do 
Cultivos pars al Poquolo Aricultor" y 520-0274 "Doerrollo Airvcol del 
AltiplAno". to sots sentido, tfcnicos do eus Winsteriao y do IsMtiaiSn -
AID ban venide crabaJando on .1 dicsRo do Is Fase U dl 1DMA, Oal cus ton 
go ontandidio quo pa (ae €onclufdo y recosionda, entre otros aspectoo am­
piar 01 financlaminto do AID por eproumadamento VSl5.0 aillones, quo ­
sorbnjcutados duranto un perlodo do 5 sisa a parcir do 1969. 

Tamblin @l HtnisterLo do Agricultura, Cenadorfo y Allmentacida propc%

drS I h)ialianlo do Finaussl Fdbllcao quo al Goblorno do Guatomla contrL­
buy& con recurat adizionales tn Quotualoe squivalentes a sproxtimdaonCe ­
US$I.1 ntilonem, do lot cuso US$5.0 Uillnes satin recursoo nuwvol y at 
rests ya sltan presupuesudoo on lm unaLddes ejecutoras involucradas. Co­
ms una poaLble gumnt do fUnmnclamento pars cubrir los fodos nuvsU ad­
c1i11l8 do contrapartida, ducanto log gists loeo do ojoeucLmn do )arate 
Its so ban ldentificado leo recuroec on monod local gonersdos per los Pit 
Irams FL 480 y do Apoyo £conrlco do AID &IGoblorso do Guatemla. 

Alutsat time acordado quo 1 lse It del PPMAA cuy objotivo of ­
aumencar Isproduccl6n y ronbitdad agrrcola a travil del de#rrollo do -
Is eCrtcultura diverlticLada €oiereull pondrs un mayor nfaste en 14 cons­
tcucclbn 4o sluteias do rncgs on poqulao frlnces y en Ia dtoc ln do tran­
leroeoti do tecno1s.g1A sproplada, comerclallaacn y cridito a Je pequefo
Y Mdlatuo agriculcores do palg. 

,,,. /2 



4883
 
Sr. Anthony CauterucaL?-1i/6.
 
Director N:±o8n.AID/Gu4teMala
 

En consecuencla, pia alcanzar los objotivos y *I fnfa31s Iru!leadost
 
Is Faso 11 del PDAA COScr intograda par los cinco componentes siguicntest
 
(1)Use do Aguas y Suelohl (2)Investigacidn y Extensi~n; (3)Serviclos do
 
Cr~dio;l (4)Comercializaei6n; y (5) Serilos do Apoyo par& I& teocuct~n
 
del IProyacto.
 

Flnalrento, solicito a usted so sirva hacer los arreglos Peesartos
 
pia qu. su sod* an Washington outorice el otorgamiento do MIL1O.do recuL
 
sos do don..rt5n al Cobierno do Is Repdbliga do Guatemala para, Ilevar a cabo
 
18 ejecuci6n do !aTkaz; Z del PDMA.
 

Al reiterarlo. an reproentact~n del Coblorno do Guatomas at nterfs
. 
on continuar ejecutando tan importanto proyecto pars Impulsar *I.dosarrollo 
sgrlcols do Ion psqu*Aos y madlainos productores guatomaltecos, do conforstdad 
con *I.diseft *laborado conjuntamente, me suscribo con las muestras do at dLjt 
tinguida considoracift y estima. 

OWAO OMPO ESTUA A TAAP
"~W 6 AuISV#WU. Oe..Ae4j; 

Mjildew.
 

Sj 
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ANEX 'It" 

AGENCY FOR INTERNATIONAL OEVELOPMENT 
*WAS111146Y401 9C 89181 

LAC438-846
 

ECVROONCHTAL THRESHOLD DECISION 

Location I Ouatemala 

Proect Title I Highlands AgricUltural 
Development Phase It 

Project Number 1 520-0274 

Funding : $15000,000 

Life of Project t Three years 

IrzE P ared b. i Audon Trujillo Jr. 
Alfred Naketsuma
 
USAID/0uateal 

Rgeorended.Threshold Decision i Positive Determination: An 
Environental Assessment for the 

proect will be carried out
 
emphasizing the Issues identified
 
in the 1EU
 

Bureau Threshold Decision : Concur with Recomendation
 

Comments I $one
 

Copy to I Anthony J, CauteruccL Director
 
USAID/Ouatemala
 

Copy to t Alfred Naketeuna
 
mission Environmental Officer,
 
USAID/Guatemala 

Copy to I Frank Zadroga, AzhS/CUI 
ROCAP/San Jose 

Copy to a Donald Boyd# LAC/DA/Cgu 

Copy to I Its file 

L4I/to / Date, SEp 18 
James so HMoter 
Chief Environmental Offlcer 
Bureau for Latin America
 

and the Caribbean
 



INITIAL ENVIRONMENTAL EXAMINATION
 

........Proiiwtt Location . ... . . . ... ; ...Guat0mala ................... .........
 

flrojo.gTit.3 : Highland Agricultural
Development Phase I 
Amendment (520-0274) 

FlLdig: $15,000,000 

Since its initiation in 19831 the Highlands Agricultural
 
Development Project (HADS) has utilized $11.4 million in loan
 
funds and $2.1 million in grant funds to increase the
 
agricultural productivity of the rural poor in the Highlands of
 
Guatemala by improving their productive resource base.
 
Currently the Mission is amending the Project through a project
 
paper supplement to extend its PACD by three years to 9/30/93,
 
provide an additional $15,000,000 in grant funds, expand the
 
Project activities and extend the Project area.
 

II. 	PROJECT DESCRIPrION 

The goal of the HADS Phase 11 Amendment is to enable the
 
rural sector to make a greater contribution to national
 
economic growth. The sub-goal is to improve rural incomes,
 
equity and welfare through increased participation in the
 
benefits of economic growth.
 

The Project purpose is to increase rural agricultural
 
productivity and profitability through the development of
 
diversified commercial agriculture, expanded emphasis on
 
irrigated farm systems, and the provision of production
 
technology transfer and marketing services to small farmers,
 
particularly in the Highlands of Guatemala.
 

The 	Amendment proposes to undertake this effort by:
 

1) 	Expanding small-scale irrigation activities and
 
integrating specific practices in watershed management,
 
agro-forestry and soil and water conservation,
 

e 

2) 	Strengthening the research and extension programs in
 
developing and disseminating production technologies,
 

3) 	Improving a credit delivery system to serve small-scale
 
farmers and/or farmer groups, and
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4) 	Doveloping a commercially basod-agricultural-marketing
 
and processing system.
 

M . =,.MAL 9 .OUENTAL gNSEOUENC
 

As proposed# the HADS Phase 11 Amendment has both positive
 
and negative environmental consequences. Soil and water
 
conservation, agro-forestry and research/extension for rational
 
agri--,tural production practices will create positive
 
environmental impact. The Project will also promote an
 
increased use of pesticides and clearing of land to maintain
 
and construct rural access roads. These could lead to the
 
degradation of potable water quality, the unmanaged cutting of
 
forest lands and the destruction of other biological resources.
 

IV. 	1iJOLR ,!;YJBIMENTALCONCERNS
 

Due to the Project's components involving credit,
 
irrigation and rural roads, the following four areas of concern
 
were identified by a team of environmental specialists:
 

1) Pesticide procurement and use, 

2) Sustainability of land use and the management of 
properties in areas where irrigation systems are 
installed, 

3) Conservation of communal natural resources (k.e. 
woodlots, forest reserves, water supply and water 
quality), and 

4) Protection of biodiversity and tropical forest 
resources# 

It was determined by this team that an Environmental
 
Assessment would be necessary to identify mitigative measures
 
and environmental management practices. These activities will
 
combat potential negative impacts, and assist in sustaining
 
land use productivity and related social welfare benefits.
 

A team of environmental specialists will be contracted to
 
perform the Environmental Assessment, which will:
 

1) 	identify and evaluate critical pest management and
 
posticide use, handling and disposal issues and
 
problems for different crops and regions,
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2) Evaluate environmental, economic and social costs and
 
benefits of the current trends in pesticide use,
 

3) Evaluate the environmental impact of small-scale
 
irrigation, production credit, rural roads and the
 
environmental implications of agricultural
 
intensification activities in the HADS Project
 
Amendment.
 

4) 	Evaluate institutional capabilities and constraints for
 
effective management of natural resources and
 
integrated post management programs.
 

V. 	CONCLUJ6JOIS AND RECOMMENDAT!ONS 

According to Section 216.2(s) of the A.Z.D. environmental
 
procedures, environmental analysis/eveluation is required for
 
substantive project amendments. Furthermore, significant
 
environmental impacts could result from the procurement and use
 
of pesticides, and the clearing and development of tropical
 
forest lands. Both of these actions require the preparation of
 
an Environmental Assessment (or Impact Statement) per 22 CVR
 
Section 216.3(b) and FAA Section 118, respectively.
 

USAID/Guatemala will issue a Sequential Project
 
Imp*mentation Letter stating that funds under the amendment
 
will not be disbursed for environmentally-related Project
 
activities until the required Environmental Assessment has boon
 
approved by AD/LAC Chief Environmental Officer.
 
USAD/Guatemals further agrees to modify Project Amendment
 
implementation plans to incorporate recommended mitigative
 
measures for the Project, in accordance with the approved
 
Environmental Assessment.
 

Concurrence: 	 _ __ 

,,jny Cuterucci
 
Mission Director
 

1088C
 



2. SUMARY OVERVIEW
 

* 	 Guatomalan Agriculture is dualistic, composed of two broad, 
rcyate ta o "commercal" and tile "oubsistence". Although 
farms, in _transin-.c¢an -_be idontj.f led somewhere between thes 
two categories, most operations fall clearly into one or the 

" *'''""
other.* 

The co ercial system is usually embodied. In. large farms
 
which'hava ready access to productive land, capital and input
 
markots, and infrastructure support. Those farms employ tie
 
most modern production techniques,' given the international
 
state of technical knowledge, international product prices, and
 
avolative costs and prices in Guatemala. Most of this system's
 
production is exported, often through international commodity
 

* 	 agreements. Product quality tends to be uniformly high in
 
order to meet the demanding international mar):.4t. This
 
system's performance is highly dependent upon market-driven
 
price ralctionships. It provides two-thirds of gross foreign
 
exchange receipts and 80 percent of total direct taxes.
 

The Cubsistenco system is comprised primarily of land-poor
 
farners and landless laborers who produce largely for their own
 
consu, ption, with any small surpluses sold in nearby narkets.
 

" 	rroduct quality, uniforwity, and physical yields are very
 
uneven, but usually poor. Production techniques are goneralIli
 
labo: intensive because the opportunity cost of this
 
numerically large group's labor is low, while the price of all
 
other inputs (to them) is high. Access to productive land,
 
broader product markets, and supportivq infrastructure iu
 
limited to non-existent. The poorest 'producers in this
 
cubistence system are trapped in an oppressive cycle of low
 
productivity and incomes which Is difficult to break. The
 

* 	 value of their production Is low because the goods they produce
 
, 	 are econonically Inferior and -are sold in nearby, low-income
 

markets. Given low productivity, they cannot generate
 
surpluves with which to finance improvements in their Input mix
 
or production methods. Additionally, capital and input mark:ets
 

* are not available to this group of producers.
 

-Although the conditions for accelerated dovelopmnt in the 
commorcial system would appear to ba much more favorable .than 
thoco for the subsistence system, r6latLvely low world mar:et 
prices for export commodities, combined with ill-advised 
economic policies, have reduced the profitability of these koy, 
export-orionted enterptises. Invoetment in the devolopcenL and 
)ioistenanco of productive agricultural lands and application of 
the latost production technologies have boon reduced on wall. 
Ikuwavur, vigniticant Increases in agricultural GDP over the 

Suctor Uevo'oijront Strategy, office of Rural Vovolopuant"(Report 125) 
USAID/Cuatet4alai rabruary 19618 

http:mar):.4t
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short. run can be achieved principally through a tore favorable
 
inve, ment environment for this commercial ustem, -while
 

.cdium- and long-run Improvemcnr.s can be attained through
 
direct assistance to the subsistence syst.m.
 

it is, clear that if Guatemalan agriculture is to play the
 
.... .ajor role -of which it. is capable nnaccelerated e.onoM_..
 

dovolopment of the nation in the short as well as long run, the
 
constraints in both groups must be addressed. The Mission's
 

* 	 Agriculture Sector Development Strategy is designed to &supprt
 
a transition of subsistence farms into conerciil operations

whilo imorovin Investment, offliciency,,•and incorn-gonoratin4
 
opportunlLieZ for the already conmercial entororloiau.
 

In br6ad terms, the.Mission's Agriculture Sector Development 
Strategy has two qualitative targets. First, .it is aimed at a 
fuller usa of existing productive caPaoity. This Will be 
pursued by securing a stable PO icv environment and 

4 nstitutional support that ..*l induce the already commrercial 
-group to achioVe the production and efficiency of which it is. 

* 	 presently capable. Establishment of this environment will also
 
--onefit the subsistence system since it is a necessary
 
condition for naxinum, market competitive production. It isl
 
not, howeVer, a sufficient condition for this =atter- group.
 
Consequently, the second target of thetstrategy. is to XPAnd
 
roductivo caoacity hy enabling the pO.uious subsJotenco crou 

*to ,rnduca e!Nciently and compeLi'L'.aly through i.p:ovcd
oE. Tn;TraT s, Und resources, Lhora"- s in rastructure, 
portitting It to make the transiLion to compercial agriculture. 

As discussed in Section. IV,, perhaps the most sIgnificant 
mechanism to transform sutsistence agriculture into commoercial 
agriculture is the production of internationally tradeable
 
commodition, or what might be termed "export agriculture".
 
Recent' A.I.D experience in Guatemala in crop diversification
 

* combined with irrigation supports the view that with proper
 
* 	 assistance, subsistence farmers can break the poverty cycle

through nontraditional crop. production in as little as tbre " 
years*
 

* Consequently, the theme of the Mission's AgriculLuro Sector 
Dovelopment Strategy is "commorcial axort nariculturo" with an 

* ephn/as on irrigation and c d sitication, ll buirhiiT" 
undertien 1h'rougn two mochantms.. (1) agriculture
seetor-opocific policy dialogue and support in conjunction with 
SV and PL 400 programs and (2) expandad and new project* using 

DA and local currency funding. *Over the five-year strategy 
period (1900-192) a.target of t200 million-will be invented by
A.I.D. to Implement this Stratcgy. This will require a tfht 
Intoaqrttion of ,, ESP nd 'o, 400 Lundn -to achlova ria'"Te41nm 
'•' Cpoc outloays, considorablo 000 and;-'srroo 	 €oiitocr With 

*2 *
 



other donor resources, will be required'to help transform the
 
agriculture sector and achieve at least the tarsoted 3.5
 
percent average annual growth Ln agriculturaL GP buklnning, in 
1990. 

With respect to commercial agriculture, public policy and 
public infrastrucLure represent the areas of greatest potential 
payoff. Diand conditions.. are .expected .to .., be ........generally-­
favorable. Accordingly, the Mission proposes to provide 
agriculture aector'pecif ic assistance to work with the 000 in 
devoloping a propit ous environment.. The proposed policies to 

in Section V)
* 	 be addressed in this sector assistance (discussed 
will be coordinated with the general ESP macro policy agenda 
and the PL4B0 Title I program. By enlisting the Ministry of 

Agriculture's cooperation and collaboration, a politically 
Important constituoncy will be gained for appropriate policy 

reform. Concurrently, local currency funding will Increase key 

budgetary allocations and improve public sector efficiency and 
services.
 

With respect to subsistence agriculture, efforts to promote 
movement into commercial export production will be supported by 
policy reforn and institutional strengthening through the 
sector-spacific assistance. Direct interventions on the supply 

side will be dolivered through the more traditional DA project 
.mode. Tho Mission will focuo its agriculture sector project, 
portfolio over the strategy period, concentrating on Irrgated 
agriculture and crop diversification In the Highlands. These 
are the areas in which the payoff in terms of employnent, 
Incomes, and production Is the quickest ind most sustainable 
and in which the Mission has demonstrated capability and 
experience." The opecific interventions related to this focus 
will be concentrated on: 

o 	 expanding small- and medium-scale Irrigation systems to 
iacilitate crop diversification 

o 	 broadening support to agricultural product nar)..etins 
and processing especially for export
 

o 	 developing credit delivery mechanisms for small Carmers 
and farmer groups to finance ckop diversification
 

expanding agricultural ochnol r development and 
transfer especLally rolatod to irrigated agriculture
 

" 	 improving ntuI reior nnemn. and usa (soil 
consorvntioni agroorrutry, ond i d distribution) 
ospocially related to key Highland watorcheds 

* 	 .l- 3 a 

I 
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a expanding rural infrastru.tue (roads and
 
elOctrification) relaLd to maLk6eing and agroinduatry.... 

Opecifti interventions in each area, both existing and
 
propo:d .arodoscribed in Section V. As indicated above, the 

project Vortfolio will1 continua to ba --fo..e..d. orahca1y on 
majority o t e subsisLance
the 111ghlanda where the 

agriculture group (mostly indigenous) i concentrated, although
 

thir focus will not prohibit the Mission from taking advantage 
of targets of opportunity In other areas on a..limited and 
well-defined basis. 05 

.mhe Central American Initiative (CAI) sets a goal of 3.5
 

percent annual growth In the value of agricultural production
 
for the region as a whole. Cuateoala's climate and natural
 

nation can possibly
endowcents are such that we believe the 

exceed that parfornance. Assuming that further major
 
reduction of world market. prices of traditional agricultural
 
exports does not occur, that cooperation of the countries of
 
the roqion proceeds toward .nor* favorable trading
 
relationships, and that the Strategy described in this paper is
 
succescfully inpleonted, it is safe to ascune positive growth
 
of export agriculture over the next fat years. Also, assuming
 
positive policy reforas and continued success in nontraditional
 
exports, 4.5 percont por year growth In export agricrlture Is a
 
plauisibls tarat for 1988-1990. Given this perfornarnco,
 
transition (ouhaistence to co.ercial) agriculture would have
 
to grow by just 3 percent (the present population growth ratu
 
in order to roach the overall sector 'growth target of I.S
 

percent. The transition agriculture target should be
 

achievable by 1909. Thus, in 1990 the sector should be firmly
 
oto a 3.5 percent aggregate growth path or. with improved 

possibly exceed that rate. Following
intra-regional trade, 

1992 it in expected that the growth rates of. the two systems
 

the same and will retain at 3.S percent for at
will be about 

least a decadq.
 

1!L TIJI0 RURA/AGR!CUITURAL SMTTXUO IN UATIHU.A 

Agriculture has always played a major, It not dominant, role
 
twearty yoiaeis,
in the Guatomalan economy. Over .the past 


less Important than economic
hawevor, its role has become 
forces alone would have led one to expect. During the 1970a 
the policy framewqrk favored the development of inport 

Americansulbntituting sectors and trade within the Central 
Comma Market, at the expense of traditional agriculture. In
 
the first half of the 100a the octor was damaged by the
 

and by ill-advlvuod
volatile sooa-political situatlon, 


as m 4 



macro-economic policies (e.q., over-valued exchange rate and

• 	 discriminatory -import duties). Low world market prices for
 

Guatemala's principal exports 8lso contributed to the sectors
problems In the latter period. 
 Still, the sctorcs
 
contribution to GOP and employment has been relatively stabl,
cround 25 and 50 percent, respectively. It is clear,
thoroor, .that: Guatemalan -agriculture is -not -only-"important
but rosliont. Our guestimato is that the agriculture sector's 
contribution to GDP could exceed the target.of 
3.5 prcent

annual 	growth 
within five years if the policy and project

interventions described in this paper are fully Implemented.
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*h* Pho$o 11 Amondment is expected to product economic benefits 
in t1.roq imortant areas: 

1. 	Incrqaqcd production;

2. 	 :,piovad m~rkoting; and, 
3. 	Atditional employment
 

In viuw of tho uncertainty which characterizes real-world
 
prolc-t divolopzont, and the variability of farm and marl:et
 
dote, the followJng analysis uses:
 

1. 	Aggitiget p:oduction and price calculatiorz;

2. 	Limited, speciCic crol combinutions 8 reprosentatifveof the
 

production universo; and,
 
3. 	Coefficients Cram other studies as IndLcators of current 

pArmqters. 

The coCulatins :hich follow depict the relative diruction and
 
mognit~ula o! chrnges stimulated by the Phase I Projdct.
 

I. Wen 2,011atd 
a. 	/R~tveor
 

Project activities will bring about increases in fara~r
 
income due to two modifications in production:
 

Additional crop cycles through the Introduction of
 
irrigation; and,

Higher valued crop combinations made feasible
 
through improved market access.
 

Irrigation in the Guatemalan environment, which has a
 
pronounced dry season during several months of the year,

permits multiple cropping for most geographic areas and
 
most ocops. In the form models presented it is assumed
 
that all crops, except basic grains (asp. corn and
 
wheat) in the highlands, can be double croppe4 if
 
irrigation is available. in fact, many of the
 
traditional and non-traditional vegetables can be ttiple

cropped; an option not considered In the calculations.
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It would be extremely prenutoptious, and probbbly equally
 
nisleading and/or arroncoun, to atteompt to predict which
 
crop Combinations will eventually occupy the irrigated
 
......aacreeud,er-.the pr eo]Otthrotor*,thr44 crop ..
 
groups are used to approximate the final outcome:
 

- Bnsic grains (eq. corn, beans and wheat) 
- Traditional veogetablos (eq. beets, onions, carrots, 

cabbasw and potatoes); and, 
Hn-traditional vegetables (eq. snow peas, lettuce 
and poppers). 

The following table indicates the economic data for each
 
crop group:
 

Wi e UWl------- Mom"RU MMfl C?LR=BIs M. CPoP p~ou~~o
..... ~COSIs AND 01=....
 

CROP GROUP' V ,. mi
 

Basic Grains 
- Cost 369 380 352 310 
- Sales 484 566 566 486 
- Net 115 106 214 17G 

Traditional Vegetables 
- Cost 1,674 1,114 971 1,413 
- Gales 2,545 1,728 1,58 2,032 
- Net 871 614 617 618 

Mon-Traditional Vegetables 
- Cost 1,675 1,675 
- Sales 3,014 3,014 
- Net 1,339 1,339 

* Cost and sales information from BAND6A estimates, by region.
 

These three groups were used to represent the different
 
production possibilities with and without irrigation. A
 
further assumption was made regarding cropping cycles
 
which restricted Basic Grains in Regions I and V to.ono
 
cycle per year due to low temperatures, and also that
 
without irrigation only one cycle of any crop can be
 
harvested. It is realized that rain fed double cropping

is possible in somo aras, but not as a general rule.
 
Underostimation of non-irrigated production due to this
 
assumption Is offset by not considering more than two
 
cycles of any crop under Irrigation; although several
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common crops have growing cycles of under 120 days in
 
may 	areas. The following table shows the annual net
 
income, calculating the double cropping costs and
 
raturn. ..........
 

ANNUAL NET JU1COX4 
(US$ / Ha) 

R~E 6 Y o l; 

CROP GOUJP VT v11 

Basic Grains* 115 186 428 352
 
Traditional Vegatables* 1,743 1,228 1,234 1,237
 
1ontTraditionsl Vegetables 2,679 2,679 .e..
 

Regions I and V - one cycle per year

Regions VI and VII - two cycles per year
 

*, 	The heretofore "Non-Traditional" crops Cog. melons, tomatoes
 
and cucumoors) have been included as traditional vegetables

becaun2 of similar cost and income structures, as well as
 
the 	oxperience and frequency in their production,
 

In order to simulate the changes brought about by tho 
introduction of irrigation three double cropping models 
were asumed, and compared with a stylized control 
situation which represents a basic production unit 
before irrigation. These models and the control are 
shown in the following tablo: 

CROP COMBINATION NODELS
 

• ~RE 0 N.... 

MODEL8 , I VT VT , 
ANNUAL NET'IHOME WU&Z/HAI 

A. 70% D.C. 
30% T.V. 

Total 

80 
522 
602 

130 
368 
498 

299 
370 
$69 

246 
371 
617 

0. 50% D.C. 
50% T.V. 

Total 

57 
871 
928 

93 
614 
707 

214 
617 
831 

176 
618 
794 
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CROP CO1481IATION HODZLS
 

I4,ODELSO 
 VV 
AN SNET TtCOI4 (U/;J 

C. 50% Da.G$* 57 
 93
 
20% T.V. 
 348 245

30% N/T.V. 803 803


Totaol 1208 1,141
 

Control 90% B.G.$* 
 103 167 192 158
Model 10% T.V. 
 87 61 61 61

Total 190 228 253 219
ccccccccccc 
 c m me e -m e ec i - -ccm ­-
 ec - cc -emcee eieime c em mccc -m
 

* B.G. - 04sic Grains
 
T.V. a Truditional Vegetables

NITV a N:on-Traditional Vegetables'


• Crop combinations described in IFPRI's study of Cuatro Pinos.
 

Because of a lack of information there was no allowance
 
made for increases in per hectare yields, which in fact
 
are evident, when farmers enter into a non-basic grains

production system. 
(As documented in the International
 
Food and Policy Research Institute's study of Cuatro

Pinos, May 1987) The increases in income indicated above
 
are due strictly to double cropping and the change in
 
crop mix permitted by irrigation.
 

When examined on a per farm basis it is 
seen that the

introduction of irrigation brings about significant

improvement in family incomes. 
Using the average farm
 
size found on mini-irrigation sites already established 
in Regions I, Vs VI and VII, the following tableindicates the income levels before and after irrigaLion,
in terms of the crop models indicated above:
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FARM IZCOMC LEVELS
 

Avorage Farm Size (Has) .33 .47 1.12 .50
 

flut Income/Parm
 

Molel A 199 234 749 308
 
B 306 332 930 397
 
C 398 536
 

Control 62 107 284 110
 

cem en. c . mmm.. emCmm nc c C - CCC C - emmmmm~memmcm ene e mcemcc mm. ccm 

The percentage increave of dot farm incomes with the
 
illustrative model combination over the control, or
 
basic mix, rangos from a low of 119% for model A in
 
Region V to 542% for Model C in Region I. While the
 
increases are cubstantial, it is easily seen that the
 
limiting factors to achieving higher income levels aco
 
farm size, and a strong tendenty to maintain a high
 
percentage of land dedicated to basic grains (50%) in
 
order to satisfy the dcsire to gain some measure of food
 
secur!ty.
 

b. ruit CrQp Produelon
 

Based on the experience gained from the Diversification
 
Projeoct (520-0255) it seems evident that major
 
production changes in fruit crops are still in the
 
future. Work has just begun on the long term research
 
needed to introduce new plant oratocibls, and much
 
extension and market improvement will be required to
 
make significant investment in chemical inputs a cormmon
 
practice. To date, major emphasis has been given to
 
orchard maintenance and rehabilitation, with primary
 
attention given to pruning. On the strength of the last
 
two years of the previous project, it was allowed that
 
similar activities would be continued during the life of
 
Phase II.
 

There io little doubt that the benefits to orchard crops
 
are undurstated; but, without more concrete evidence, it
 
is assumed that only a moderate yearly rehabilitation
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effort will be undurtaken . While the overall impact of
 
this program is small, the relative returns to
.................
.ruh~b11tat!.onpracticisarehg:....An nvostment ..
In.........
 
$200/hoctare, principally labor, will yield a net
 
increase of about $350 in apple production.
 

c. Livaxtoek.prodUj 1 

The focus on commercial agriculture for the Phase It
 
Amodment has given a revised orientation to the
 
livestock element, as compared to that in the
 
Diversification Project. Three activities have been
 
identified on the basis of experience as being

profitable and feasible within the context of the new
 
project:
 

- Egg production;
 
- Sheep fattening; and,
 
- Dairy production.
 

As in the case of the short 	cycle crop analysis these
 
representative model activities are used to describe
 
sector potential. Aside from the emphasis place on
 
profitability in choosing these activities,
 
consideration was given to improving the productivity of
 
the extension agents who provide technical assistance to
 
livestock producers. Within 	the context of the project,

and, more g.nerally, within that of the public

agricultural sector, the primary limiting factor in the
 
modernization of agriculture is the scarcity of human
 
resources. Accepting this premise, livestock production

units were conceived so as to take full advantage of the
 
extension agent visits. Thoo following are the
 
representative livestock model units, and resulting

economic characterictics.
 

UNIT COST RALZ .NT T fH! 
ACTIVITX size 	 US$/YR.
 

1. 	Egg Production 300 4,600 6,200 1,600
 
Layers
 

2. 	Sheep Fattering 80 800 1,280 400
 
Sheep
 

3. Dairy Production 	 10 8,200 9,900 1,700
 

cows
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Both the sheep and dairy activities will depend on the
 
benofits of irrigation tobe able to sustain-production..
 
during the dry season. gg production was a successful
 
enterprise under 520-0255, and is an excellent
 
complement to other activities, in that it occupies
 
little land, and uses labor from sources with low
 
opportunity costs (is. women and children).
 

2. UagkLBaI a no.ln-


The market orientation of the Phase rl Amendment will
 
complement production gains by exposing the producer to new
 
market alternatives and marketing techniques which should
 
result in higher quality produce and lower post-harvest

losses. Though these benefits are demonstrated here, they

will not be incorporated into the costs and benefits
 
calculations, sthich will serve to underestimate benefits.
 

a. Harkat Alte natiyez
 

Traditionally the small highland producer has sold his
 
output at the farm gate or in the local markot. Though

these may ultimately prove to be his best options, there
 
are other markets to which he should look to evaluate
 
comparative benefits. As one example of the process

through which the farmer should go before accepting the
 
farm gate or local price, one can examine the following
 
set of data from 1987:
 

COMPARATIVE PRICES (ANNUAL) 1987
 

Farm Gate Guatemala Difference
 
Crop (Region 1) (Terminal Mkt)


a aa aa mmma mam a ammmamma.mammmma a amamam mammmnmain - a 

m-
 Q/qq -­

1. Graon Onions 24.03 33.17 9.14
 

2. Carrots 25.38 32.12 6.74
 

3. Potatoes 22,88 26.08 3.20
 

4. Cabbage 10.30 12.45 2.15
 

macana can mnnaa mae mam a a ann mmama amamamm am an ma amm ma 



The cost of transporting 100 pounds fom the production

area to Guatemala City is about Q2,15, althugh this.
obvious ly var iAs" wi th vo1u[i43 d1locaton. Subtracting
tho trancport cost from tho difference between (arm gateond terminal market prices will give an indication of
the additional earnings possible for the farm:rs who

sell in Guatemala. 
For the potato and cabbage farmer,

they probably did well to sell at the farm gate, 
on the
avorago. For the others, they may wall have dono better
 
in 1987 to transport and sell in Guatemala City. This

would represent a transfer of income from middlemen to
 
tho small farmer.
 

However, the farmer does not, and should not, sell
 
according to yearly price averages. The Information
 
system to be established by the project will give him
 
the opportunity to make sales decisions on a daily
basis. 
While daily figures are not readily available at
this time, 
a second look at-the 1987 figures will be
 
illustrative of the importance of timely docision

making. The following table uses the same 1987 data
 
source (INDECA), but presents the market prices for
thog, months in which the greatest difference botween

farm gate and terminal market prices occurrqd.
 

COMPARATIVE PRJC£S 1987 (MO0TIU.Y)
 

Crop Month Farm Gate Guatemala Difforcnce
mssem 
 w. einsemo 
 em esfmem 
 flecemem 
 eflsom eflmmoiw 
 mmm mmm
 

-Q/qq-m
 

1. Croon Onions June 
 31.88 49.02 
 17.14
 

2. Carrots January 27.39 35.75 8.36
 

3. Potatoes may 21.75 28.40 
 6.65
 

4. Cabbage June 
 8.25 15.73 7.46
 

Using the same O2.15/quintal transport cost from the
 
farm to Ouatemala, it is readily seen that agricultural

price changes are of sufficient magnitude to radically

affect profits and require the cotmercial producer to he
 
constantly informed of his market options.
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In order to compensate for anticipated losses duo to

7-.... . dn ,go, up'ago and weight los,0 the -wlesaler-pays


'eaN to the producor and charges more to the consumer;
 
thi nhifting the incidence of.tho lonses.
 
(Ob~orvationz from the Intoramerican Develcptaant Dnk's
 
project for the now Guatomala terminal marliet). luch of
 
tho loss incurred procently at the terminal market
 
results from inadequ3to storage facilities and handling

at the market itself. The study for the IDS torminal
 
market project e*tifotes the following current and
 
projected lose rates (Is. bofore and after the project).
 

LOSS RATES AT TIE TE MNAL MAnLCT
 

1. Traditional Vegotables '7.8% 3.5%
 

2. Non Traditional Vegetables 11.0% 4.5%
 

Br the fifth year of the now terminal market operation 
it is estimated that approximately 12,000 metric tons of 
perishables will be saved through improved marketing
facilities and practices. 

It is logical to believe that the loss rates exporiencod
 
at tho terminal market are indicative of those alo
 
occurring elsewhere in the present marketing syato.

Adeqqate product selcction, packing and transport could
 
elltnate a large portion of current lassos. Project

emphasis on quality will provide guidance in practices
 
to reduce marketing losses suffered directly by the
 
fsrcr in selling his product, or that passed back to
 
him by the wholesaler, to cover expected losses.
 

Specific reasons for product damage stated in the IDS
 
study Include:
 

t. Stacking damage,

2. Spoilage due to inadequate air circulation, and
 
3. Damage due to dehydration.
 

All of the above can be ameliorated by the initial
 
packing and handling when the produce leaves the farm,
 
or initial collection center. If improvements ore made
 
at this stage, the producer would receive a patt of the
 
savings.
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3. X LMMfnt eneratigo
 

In an attempt to be as accurate as possible in mea.uring the
 
employmant affects of the project, thooo jobs creatod in the

publ"cCSector .- USAIDan iswl 4-'ha~siace as1 

their multiplier effects, should probably be included in any
 
calculation; but, they will be left out. The estimated
 
diroct employment creation and indirect job stimulation
 
provide a reasonably strong impact by themselves. The
 
following table summarizes the the estimated employment
 
effect of the project:
 

tIETfl LOYJ T GENERATION (JI=YXars 

Reaion I hi U 

Direct 1024 1024 1024
 
Indirect .JU 
Sub-Total 

____ 

1024 2560 5837 

Regions VT1 VT! 

Direct 1352 1352 1352 
Indirect - 63S4 
Sub-Total 1352 3381 7706 

Total Direct 2376
 
Total Indirect 3565 11167
 

Total Employment
 
Dase Farmer 1292 1292 1292
 
Not Direct 2376 2376 2376
 
Net Indirect a = 11.A7
 

GRAND TOTAL 3668 7233 14835
 

* Time elapsed from Project Day One.
 

The labor requirements for each model that are shown in the
 
following table, and the increase in required labor Input, as
 
indicated, provide the basis for calculating the net direct
 
employment generation.
 

St 
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CROP ACTIVITY VR 0L0TL_ 

Control Modol 	 .55 .55 .62 .02
I!odaol A 	 .76 .76 .82 .82 
B ,97 .97 1.01 1.01 
C 1.61 1.61 -. 

Incrioso Over Control
 
Nodol A 
 .21 .21 1.02 1.03
 

B 
 .42 .42 1.40 1.40 
C 1.06 1.06 -.-- -.-­

* Based on IFPRVi3 study on Cuatro Pinos 

There are three uonponents of the GRAND TOTAL (see Net

Employment Generation table) of employment genorated by project:
 

1. 	Base farmer - This group is comprised of the 5o940
 
farmers ithu will nccupy the 2,350 irrigated hectares
 
financed by the project. The present full time
 
oemloymant equivalent for these farmers given their
 
prennt activities, based on labor requirements for thu
 
CONTROL M.ODEL of .55 man-year:/ha, is 1,292 man-ynats.
 

2. 	Net direct employmenL - The jobs included in this
 
category are those which are created due to double
 
cropping and the change to new crop combinations. There
 
are 2,376 man-years of work In this group, tihich
 
includes both additional family labor and hired labr,
 
over and above that required to produce on the CON12COL
 
HODCL.
 

(Both the Base Farmer and Net Direct Employmont are
 
generated during the life of the project, and will exist
 
at the end of year five).
 

3. 	Net indirect employment - In a study done by the
 
National Planning Council (SEOEPLA) in May 1986
 
(Hetodologia pars Evaluar y Priorixar el Impacto

Ocupacional de Is Inversi6n Pblica) it was Indicated
that irrigation projects indirectly create employment in
 
the 	ratio of (Direct t Indirect) I 1 1.5 at five years

&fter project completion, and I t 4.7 after ten years

have passed. While applying natio: calculated within
 
one context to another at best gives a rough estimate,
 
no better methodology was available at the time this
 



analysis was carried out. Applying thueu rates to the
 
Net Direct Employment figures in the previous table, a
 
rough estimate of the net indirect employment is derived.
 

Total:-epomnt associato~ with the project at a point 15­years after it in begun would be the sum of the abovo thco
 
categories. While it is recognized that the DASE FARMOR
 
ropresents employment opportunities available without tho
 
project, in man/workday terms, it is included hare to reflect
 
that tho returns to the farmur for the same workday are much
 
higher. Certainly, the net earnings of the farmer for a full

day of work in the CONTROL MUDEL hardly qualify that activity an
 
one of full employment given the low return to his labor, and in
 
no case does a new activity produce less than double the basic
 
production unit net income.
 

4. ZCngmic heaiur
 

There will be two indicators used to measure the economic
 
viability of the Phase 11 Amendment:
 

a) Bonefit/Cost ratio#
 
b) Internal Rate of Return (IRR),
 

in order to simulate a logical expansion of irrigation

projects in the four regions, emphasis was given to Regions I 
and V in the earlisr years of the project. By year four all
regions were treated equally; however* the end result is that 
the total area under irrigation due to the project remain skewed 
toward Regions I and V. The following table demonstrates the
 
progression of the trojact into Regions VI and VII, and also
 
shows the diLstributon of the acumulative five year totals.
 

REGION 1 12 S 

4 , S 

HAS (MEW) 

1 lMs 141 117 117188
V 141 141 117 117 ' 117

V1 
 47 47 70 11s 118
V11 inU -U -W, .J" M • 

TOTAL 470 470 470
470 470 
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RE3 It 1I -3-

HAS (NEW)
 
r 188 188 141 117 117
 
V 141 141 117 117 117
VI 47 
 47 70 118 118
 

TOTAL 470 470 470 470 
 470
 

HAS (CUMULATIVZ)
 

l188 376 S17 634 751 (32%)

V 141 28 399 516 633 (27%)


Vz 47 94 164 282 400 (17%)

vzz __U M -M " W (24%)


TOTAL 470 940 1410 1880 2350
 

Calculationa were made regarding costs and return for
 
each region. The cropping mix that was used was as follows:
 

a) Regions I and V model a
50%
 

model C 50%
 

This resulted in a crop composition oft
 

Basic Grains 50%
 
Traditional Vegetables 35%
 
Mon-Traditional Vegetables 1s%
 

b) Regions V and VII modal a
 
100%
 

Livestock and fruit activities, for want

of another indicator, were distributed
 
evenly over the five year period. It was
 
assumed that the following number of
 
units would be financed:
 

- Dairy production 30 units 
- Egg production 80 units 
- Snoop fattening 160 units 

e ("4'
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a & 	b) D0.1291UGofAt ..snx,
 

based upon the Information indicated earlier (and tho
 
....
nvemqnt schedule-from-tho Yinsncieauw=ary) the

Bonofit/Cost ratio and ZnR ware ca)culatcd. 
The
 
foliowino table shows tho projections (or tho first ton
 years of tho project. The value of the Benofit/Coxt

ratio was 1.09, whon calculated at tho end of the

fifteonth year with a discount rate of 15%. 
 Similarly,
over the cam* period the flR was 19.95%. 

5. 	SU 

The various indicators used to measure the economic
 
viability of the project place it in a favorable light.

Many of the expected benefits from the pro-ect from improved

marketing and more intensive production vere not included in

the overall evaluation duo to the high livel of subjectivity

rciluirud for their estimation# thus cauuing the total
 
benofits to be understated.
 

nevortheloss, two conclusions are rather clear:
 

1. 	the project has high medium and long run pay-off

potential; and,


2. 	farm sze is the critical factor in determining the
 
Income level of each faria family.
 

2016C
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MMP0; 'MCT 1114011S P6.1 COSTS 

P.,1919 0 i9i 9 199fill 1995 1,1691 1
I 191 IM
 

JAcOZI 11,74 00,401 $3,213 15,115 fill" 01,1140 1605:0 14,950 14,50 111951 
C8:til 611i0 11,111 11,7 12,31171Z 10I5121m $2,11S2,715 12,715 $20115 

P ui 40"S 
In22eg 62 its 14 164 $108 I1N 118 10 sloe W11 

IfII8 it' $14 02~ $40 140 W4 640 640 149 

13?"159 $91915 991 

155I18410 O0N 6455 15 1I $5 11 $5 

smi 13, 0 1114l 1$91 0l1 It" 

111 9t,69 63,501 6lo so $0 $0 so
1,4I4 $30"l ,1081 60 
vom~ 2,541 12,35 5 6350 635*% 1nom us 4o350 6550 

0,111 13,113 1t37i4 13,1 ,C4 1,0 11.055I 4 1 1So 1114,01 1.,.U 

"1 Ittlll I11,8i 4 411,11) $5,101i4, $sel9 is,19t I4,1191l,2lol 416971 11 4,ll 

III ',ils I1.11WARI 

11I 11f.
114031 
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ANNEX "P"
 

SOCIAL SOUNDNESS ASSESSMENT
 

1~ TE SMlINGi
GOGRAHICAND'-SOCIAL 

The geographic* social# and cultural terrain to be covered
 
by this project is broad and diverse stretching from the
 
cool, mountainous country along Ouatemala's western
 
Mexican border, through the tmperate central regions near
 
the Capital, to the semi-arid hills of the Honduras
 
frontier. Project activities will encompass virtually all
 
of the country's highland areas. In general, In
 
proceeding eastward from Son Marcos and Huehuetenango:
 

Altitudes decline from over 12,000 feet to less than
 
3000 feet; 

- The proportion of Indian to Non-Indian farmers 

declines; 

- Farms are fewer and larger: 

Urban concentrations and associated communications and 
comercial activities increase; and, 

Commercial farming and the proportion of each farm's 
output marketed rise. 

All of these changes have implications for famLly and
 
community structures encountered in the sites selected
 
under the project. Superimposed on them is the diversity
 
of the project components themselves, any one of which is
 
likely to affect--and be affected by--social relationships
 
among the targetted farmers: new crops and altered
 
cult vation practices) increased use of unconventional
 
inputs and credit; greater Involvement in national and
 
international markets. changed consumption patterns; and
 
more sophisticated commnity organizations to manage
 
production, irrigation and soil conservation.
 

for these reasons, it is especially important that 
managers* coordinators, and directors be mindful that a 
xajaiw solution that Wworks" in one location might , 
be spropriate for another: an aMenaLO strategy ham 
for one group might be harmful for a group elsewhere;
 
innovations rapidly diffused in a giuen comunity now may
 
be unacceptable or less appropriate in the future. Where
 
cultural values and scia! otructures vary widely,
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economic and technical criteria il2as should not govern

diversification strategies.
 

Ths aentaddroeoethe........ as following areas :-*"
 

Characteristics of the target populations: grOCup

profiles and motivating factors;
 

- Expected benefits;
 
- Role of women;
 
- Organizational structures and spread effects; and#
 
- Constraints.
 

Systematically collected, detailed information is sparse

in Guatemala. Much of this assessment rests upon

accumulated observations made by private social science
 
researchers and long-time Guatemalan and USAID development

professionals. Theoe are reinforced by evidence from
 
recent evaluations of the USAID small Farmer
 
Diversification Project and of the outcome of introducing

non-traditional export crops on small farms in the central
 
highlands cooperative of Cuastro Pinos.
 

2. DIRECT BENUFZCIABZES: SOE TYPICAL PROFILES 

The target group for this project will be rural households
 
cultivating approximately 7 hectares or less. These
 
constitute *small farm families°, approximately 88% of
 
all farms in Outematla. Zn attempting to assess potertial

sociocultural impacts, a number of general facts must be
 
borne in mind:
 

AN Many of Ouatemala's highland small farm families are
 
Indianso; a heterogeneous ethnic group socially and
 

culturally distinct from the hispanic "Ladino"
 
population prevalent in the moce urbanized parts of
 
the country. Indian farmers predominate the western
 
highlands, ladino farmers the eastern.
 

While most small farm families employ traditional 
technologies to produce subsistence commodities (e.g., 
corn, beans, and squash), considerable variation in 
these, in household characteristics, and in community
interrelationships exist vithtn Indian and Ladino
 
categories across the project area.
 

The focus of the proJect is not upon the 
poorest-of-the-poor" ar A. Limited resources 

rapidly deteriorating economic circumstances, and an 
uncertain sociopolitical climate mandate a focus upon 
those small farmers and small farm commnities with 
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established water and soil management infrastructures
 
with initial willingness to participate, and with good

potential for early commercial success.
 

Although participating farmers will thus be less
 
traditionally conditioned" than the
 

"poorest-of-the-poor', they will nevertheless be
 
undertaking a multitude of risky new tasks, with
 
implications for intra-household relationships#
 
motivations, modes of decision making, and
 
socioeconomic relationships with the outside world.
 

These facts dictate discrimmination in assessments of
 
possible socioeconomic impacts and flezibility in the
 
design of local project strategies based upon them. While
 
detailed descriptions of all distinct variations in small
 
Guatemalan households would not be appropriate here, brief
 
profiles are sketched of the three of broad categories
 
most likely to be encountered among project participants:
 
Traditional Indian farmers, Transitional Indian farmers,
 
and Ladino farmers.
 

a. Small Farmers in General 

Traditional and transitional Indian and Ladino
 
farmers, while possessing distinct sociocultural
 
traits, share common attributes imposed upon them by
 
poverty and ezternal circumstances.
 

With limited land and an average family size of 
six or seven, the bulk of their a ricultural 
production is centered upon che apty produced 
staples (e.g. corn, beans, squash) for home 
consumption.
 

They seek to earn at least some cash income (e.g.
$500 per year pr household) for inputs, food, and 
other commodities not produced at home. 

They produce some stapIes and some non-traditional 
crops (e.g vegetables) for salo and may engage in 
other kinds of inuome-earning activities (6eg,
artisanry, off-farm labor). 

While they are averse to risk, small Guatemalan 
farmers, Indian and Ladino alike, have shown a 
willingness to try new crops and technologies 
which do not compromise their ability to continue
 
producing the basic staples and which do not
 
threaten their land tenure arrangement.
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They are acutely aware of what other farmers in 
their communities are doing and are receptive to 
working within the framework of comunal groups.
iforma o a,tons, or.. ti-Ves.*asoc..- .I co-op-era 

b. Traditional Indian Farmers
 

The Indian-Ladino distinction is cultural rather than
 
racial. Differences in dress, language,
 
family/comunity power structures, religious

practices, and group self-image collectively define
 
who is "Indian" and who is not, and powerfully
 
condition individual attitudes, perceptions, and modes
 
of thought. Finally, they influence the Indian
 
farmer's position within the broader context of
 
Guatemalan society and have historically placed severe
 
limits to the options available to him to improve his
 
family's circumstances.
 

While it is always dangerous to generalise about a 
group as diverse as Guatemala's Indian farmers, the 
following characteristics distinguish them from their
 
non-Indian counterparts in ways with implications for
 
project strategies:
 

- Economic "progress', social status, and political
influence/power are not primary motivsting factors 
in traditional Indian conunities. Filling one's 
ezpected roles within a complex matrix of 
rligious and cultural tradition and allegiance to 
family, comunity, and local ethnic groups (e.g.
Quiche, Cakcbiquel, Man) takes precedence, and 
govern a broad sp ctrum of activities ranging from 
dstails of cropping pactices, to religious
ritual, to serving tnm as town may t (alcalde) or 
overseer (AJiax). It is considered pretentious
to attempt to 'rise above" onesl neighbors in 
matters of wealth or social standing. 

M 'Time is not viewed as a linear stream through
which one 'improves oneself'. The psat, present,
and future ae segments of a recurring cycle
reenforced by religious and secular rituals at 
appropriate points during the yviar. Within this 
cycle, It iS important for the individual to ekaz 
wheeL hL ar tha Is within the s'all-ordered 
structure of coemnity social and cultural values. 

- Most traditional Indian cowunities speak one of 
the dosen or more surviving Mayan dialects (e.g. 

4 d 



Quiche, Kokchie Ham, Cakchiquel). Some-of these 
aire similar, others quite distinct. In most 
....iditiona IAetoo$to -beserved -by-the proiec t-

Spanish is a Lingua Franca, but few Indian women
 
speak it, and many men and women are illiterate.
 

Even remoter Indian communities are aware of
 
changes in the *outside world*, including
 
alternative ways of farming. Such novelties as
 
radio bicycles have broadened Indians' conceptual

horizons, and an erosion of tradition is visible
 
to some degree virtually everywhere. 

There still ezists strong pride in one's community
 
and traditions. and resentment (usually subdued
 
but increasingly overt) over Ladino condescension
 
and often ill-disguised contempt for Indian ways.
 
('Zndj,& is a commonly used term to denote someone 
who is backward, stupid, or lazy.) 

Despite Indians' disdain for making money and for 
material accumulation all a* the farmer and his
 
wife are hard workers and astute bargainers when 
they are in need of money for specific purposes. 
Their decisions are limited by the information 
available to them and heavily influenced by
aversion to risk. Their attachment to traditional 
crops end family custom represents a form of 
insurance against the caprices of an external
 
world over which they have little control.
 

Distrust of non-Indians, including *Transitional
 
Indians* described below, is profound in many 
areas. Lacking a *western* sense of *class 
consciousness* and essentially pacific, most 
Guatemalan Indian groups adopt a passive posture 
in dealing with outsiders, often signallin 
agreement and acceptance over issues and Is 
where none actually exists. 

These seven characteristics are for from exhaustive, 
nor do they equally characterize all Indian groups. 
They do underscore the vital Lmportance of MLukatlaU 
and the selection of innovations acce table to the 
farmer which do not depart radically from the 
framework of his cultural values, at least early in
 
the project. One factor working powerfully to alter
 
traditional ways of thinking is that with rapidly
 
rising population and the lack of primogeniture,

Indian farms are becoming inexorably smaller. This
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s forced many farmers to seek more productive
 
tchnologies simply to tav"where thev ars in the
 

......aditionaschee -of things. In the-process their.
 
conception of the "scheme of things" itself has begun
 
to change. This has given rise to the phenomenon of
 
the Transitionsl" Indian farm family.
 

c. Transitional Indian Farmers
 

These are Indian farmers who, for one reason or
 
another# have begun to abandon the characteristics
 
collectively defining lndianneus previously
 
described. Such farmers and their families can be
 
found scattered even among the mainly traditional
 
Indian areas of the western highlands. They cluster
 
about the larger towns, however, and their relative
 
numbers increase from west to east as one approaches 
the Capital City, where fully Ladinoiedo farmers 
increasingly predominate. in many communities men 
have adopted western (Ladino) leans, shirts, and staw 
hats; in some areas the local Nayan dialect is giving 
way to Spanish as the language spoken in the home; 
and, in rural towns and even in cities as largo as 
Quetyaltenango, wives of Indian comunity farmers are 
managers of small stores selling commodities other
 
than strictly agricultural produce. Nore importantly,
 
Indian farmers actively seeking linkages with the
 
economic system bend their local comunities. Such
 
farmers are more willing to risk credit for such
 
purchased inputs as fertilizers, pesticides, and
 
Improved seeds: to Join associations or cooperatives$
 
to pay closer attention to patterns of price changes
 
for specifo crops, both locally and outside their
 
cowuntie: and to experiment with unorthodox crop
 
and livestock combinations, simple irrigation and soil
 
conservation practices. While transitional Indian
 
farmers, in short, retain vestiges of their old ways,
 
they are acquiring characteristics nore often
 
associated with Ladino fares.
 

d. Ladino farmers 

A Ladinom may be directly descended from Hispanic 
colonial forebearers or one deneration removed from a 
fully *Indian' household. Zither way, he or she wears 
Omdern' clothing at all tims, uses the Spanish 
language exclusively, and shares many of the 
mainstream social, economic, and religious noms of 
urban Ouatemala.
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As suggested earlier, there in no clear dividing line
 
between *Indiannesse from "non-Zndiannesso In
 

~Outenla.4uithis fSc, d~fia
 
represents an end point of a continuwu of
 
characteristics separating him from the traditional
 
Indian farmer. The difference between kX.IAnaSUnaD
 
Lad W and Ladino farmers is especially fuXy.

Nevertheless# the latter do have distinct attributes
 
meriting attentions
 

They are more likely to be literate and to have
 
had at least three years of formal education:
 

Since Ladino farmers cluster In the more
 
cosmopolitan eastern parts of the highlands, they
 
are more generally aware of commercial 
opportunities and of changes In agricultural 
technologies:
 

While transitional Indian farmers often adopt

Ansetfc elements of Ladino culture and technology 
for &RLLL purposes, the Ladino farmert by
virtue of his greater literacy,# higher education 
level, and more cosmopolitan setting, is more 
likely to have a grasp of the CAut of such 
elements and thus an ability to apply them to a 
wider range of activites.
 

The Ladino farmer does not view time as an 
endlessly repeating cycle: and, he is less likely 
to be fatalistic in seeing opportunities for his 
family's material advancement.
 

Other things equal, he Is generally less risk
 
averse and may be more willing to use credit. 

These are very broad generalisastions, with many
exceptiong. Poor ZLadio farmers living In 
predominately Indian areas often closely resemble 
their Indian neighbors in agricultural practiess and 
lifestyless as do transitional Indians lAving in 
predominantly Ladino areas. There isdemocracy as 
well as tyranny in poverty$ nevertheless, because he 
JAI Ladino even the smallest Ladino farmer has 
advantages in a Ladino dominated society. An obvious 
ezmple is greater ease of interaction witb credit and 
training systems organized around western concepts
and values. 



3. ZXPECTZD VZNFZU
 

.... 	 diate -bonefits to -small-(I householdS 'W.11-be 
increased employment and net incomes from production and 
sale of higher value, labor intensive crop and livestock 
commodities. Provided that incomes from sales rise fester 
than cost of production, households will have note cash 
than before, which can be used to aufment consumption 
purchases in the market, reisvested n the ftrm tself, or 
saved. Alternatively# the family will be able to consume
 
a greater quantity and variety ita own production. In a
 
broader sense, these benefits should contribute to the 
family's overall health and nutritional status# its margin 
of security against harder times, and most importantly, 
its range of options and degree of independence. 

Traditional Indian farmers, by virtue of perticipating in 
the project, will become less traditional. Whether or not
 
this represents a benefit or a cost in terms of the indian 
IAzi~n. Point of view is questionable, and would depend 
upon why he choses to participate. Certainly, adoption of 
diversification and the necessary non Indian modes of 
thinking about credit, planning# and material
 
accumulation, represent a commitment to survival in the
 
face of present demographic trends in Guatemala. While
 
the older generation may embrace diversification and the 
interdependent money econoay with reluctance and view its 
bensfits! as mixed blessianal its children are likely to 

see these things mrs positively. 

Less directly* small farm households will be healthier, 
better housed and clotbed and more educated. Neighboring 
establishments offering goods and services Wu! also 
benefit from fenors increased spending. To the degree 
that farmors saes part of their cash income in banks and 
local credit Institutions, diversification will contribute 
to an aouomuletion of rural capital which can be mobilised 
to support further development efforts. 

it has been demonstrated that diversification results in
 
fuller family employmnt, which, in turn, leads to less 
seasonal migration and the need to seek day labor on 
larger local farm and in tomw. It also produces a more 
equitable return per unit of the farmerse own labor as be 
becomes, to a greater degree, his own employer. rarm 
income Will be spread more evenly throughout the year, 
with cash ore readily at hand for regular epenses. 
Better nutrition and greater access to health services
 
mean a family able to work longer and more effectively, 
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with- fewer -lost -workdayso -and--more- time -will,-be- avai lable­
for leisure and schooling.
 

4. ROLE OF WOMZN
 

Evidence from recent diversification projects in Guatemala
 
suggests dramatic changes in the nature of, and returns to
 
women's roles on small farms. Traditionally farm wives, 
Indian and Ladino alike, perform most of the marketing 
activities, oversee the farm animals and fowl, prepare and 
distribute the family mealso, and coordinate most household 
activities, including management of the family garden.
With diversification into a greater variety of fruits,
 
vegetables, and animals, these tasks can be expected to
 
intensify. Sorting, washing, and triming--essential
 
first steps in fruit and vegetable processing--almost
 
certainly will be done by women. Marketing activities
 
will likewise become more diverse and of necessity more
 
sophisticated. As labor requirements rise, more women may
 
be found working in the fields at certain times of the
 
year,. especially engaged in tasks requi'ring more agility
 
then brute strength. Improvements in animal sanitation,
 
breeding, nutrition, and selection will increase returns
 
to women's care of the household livestock.
 

As her constribution to livestock, cropping, androcessing income rises, andas she acquires a greater
 
ncome of her own, the farm wife will be freer to mke
 

decisions about food purchases and distribution within the
 
household. Studies show that levels of income earned by
 
women correlate more strongly with the state of the
 
household's nutrition than family income generally.
 

A greater availability of vitamin rich fruits and 
vegetables and protein-rich milk and eggs on small 
diversifying foam should improve the traditionally
 
lamentable status of young children and lactatng mothers,
 
especially if diversified production is accompanied by 
education leading to increased on-farm consumption and to 
improved food storage and preparation. 

finally, the increased incomes and opportunities for 
leisure brought about by diversification will lead to more 
opportunities for girls and youn Iwomena acquiretoacur
 
literaCy and fluency in the Spanih language and to obtain 
more schooling generally. These, in turn should 
contribute to a larger weofn's participation in manesment 
of the fars as a whole and to greatet possibilities for 
non-farm activities. Improvements in women's status in
 

o
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-t.aditicnally na1e-dominaed- Indian-and Ladino-societies 
should follow in the longer term. 

5. ORNIXZATIONAL STRUCTURES AND SPREAD EFrECTS 

small farmers in Oustemala closely observe what their
 
neighbors are doing., Traditional Indian farmers inneed 
of cash readily try innovations which hold a promise of 
profit. There Is ample evidence of strong demonstration 
effects even In the case of such sophisticated activities
 
as hillside terracing and construction of gravity flow
irrigation systems.
 

mutual support is common among small farmers in Indian and 
Ladino communities. Where formal cooperatives do not 
exist farmers frequently consult one another, and news of 
successful innovations travels fast. Every community has 
at least a few enterprising individuals willing to take 
the lead in adoption. The success of D1OrESs Ouia 
Agricola" program attests to the effectiveness of able, 
respected farmers as promoters of change within their own 
communities. 

The likelihood of acceptance and successful diffusion is 
enhvnced by the fact that few of the crop and livestock 
technologies to be promoted under the project are entirely
unknown to the targetted farmers. Lack of knowledge has 
been less constraining to diffusion than poverty and 
restricted access to inputs, credit, and markets; 
precisely those constraints to be alleviated by the 
project. 

The UIAID Small Iarmer Development and Small Farmer 
Diversification Projects clearly showed that the 
combination of improved &ccess to support services, the 
availability of reliable technical and market infomation, 
and mutual support among farmers, via cooperatives and 
Informal commnity associations, significantly reduce the 
perceived risk of innovation, for these reasons, the 
prospects for rapid, widespread and sustainable spread of 
iversification under the project appear to be excellent.
 

6. COISTRAINTS 

The small farmer profiles sketched earlier imply that 
cultural and linguistic barriers my impede successful
aninanlnap of innovations needed for the 
diversification of small farms. Economically rational
 
uses of credit and responsible mansgement of cooperatives
end water use associations are sophisticated concepts and 



------ d­are difficult to grasp for small farmers in generaI, ina 

Indian farmers inparticular. Eztension agents* goverment

planners, and private consultants often do not understand
 
this. For this reason# tailoring to local conditions the
 
manner and lanauaa by which innovations are introduced 
ire considered vital to securing acceptance, adoption, and 
diffusion under this project.
 

Policy makers and development administrators face
 
pressures and constraints intrinsic to their working
 
environment which limit their conceptual horizons.
 
Unrealistic expectations may impede a balanced assessment
 
of progress and lead to premature Judgements about the
 
success of one or more of the project's Components.

Consequently, this project contains a strong focus upon
 
more efficient modes of information flow and of project

administration, monitoring, and evaluation.
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