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ACTLON(S) REQUIRED 
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NAME OF OFFICER DATE ACTION 
RESPONSIBLE FOR TO BE 

ACTION COMPLETED 

5 .  d. Freeze a f  purchase/acquisition of computer equip- F. Manteiga Sept.01, 1990 
msnt . 

7. improvement of the Non-Traditional Exporters' Guild J. Philpott ?larch 3 1 , 199 1 
system for monitoring economic performance. 

8. Full implementation of the Investors Service Center. F. Manteiga, and June 30, 1991 
J. Philpott - 

9. Strengthen and improve working relationships with J. Philpott, and March 31, 1991 
the Ministry of Economy. ' F. Manteiga 

10. Complete the transfer of the Guaranty Fund to the F. Manteiga, and Nov.30, 1990 m 

Bank of Guatemala G. Matta 

1 1 .  Cancellation of the agreement with the Chamber of F. Manteiga Oct.31, 1990 - 
Finance. 
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J SUMMARY OF EVALUATION FINDINGS, CONCLUSIONS AND RECOMMENDATIONS (Tfy not 0 arced me 3 page8 provldrd) 
Mdrrrs  ih. tollowing ttamr: 

Purpou of rdvitylrs) waJurtrd . Wncipl) rrmmmrndrrions 
Purpose of ~ r l u r t ~ o n  and Mrtkodology used b u m s  lrrmrd 

9 Findings m d  wnclus~ons (rrlatr to qurn~ons) 

Miuion or OWiw: Private Ent. Development thiswmmwprapuad: September 28, 1990 

olFull EvrlualionFlrpan: PED Project Evaluation, USAID/Guatemala 

I. Purpose of Private Enterprise Development Project: 
To strengthen the economic and policy role of private enterprise in Guatemala, resulting - - 
in improved acczss for smzil and medium size firms to technical and managerial knowledge 
and financial resources; imprcved ability of private sector support institutions to meet 
the needs of private enterprise; an improved policy environment responsive to private 
sector needs within the context of national economic development. 

!. Purpose of Evaluation and Methods Used: 
This was a mid-tern evaluation undertaken to determine progress of the Project to date, 
including the status of implementat ion, funding, management, and coordination, with spe- 
cidl reference to the structure and activities of the Guatemalan counterpart institutions 
and impacts detected to date upon participating small and medium enterprises. 

Two factors lent importance to this particular evaluation: ( 1 )  The large scale of the 
Project, verging upon a program in its scope, and ( 2 )  the innovative nature of the Proj- 
ect, focusing upon the private sector for the first time for USAID/Guatemala, and focus- 
ing upon high level policy initiatives among a variety of private and public sector sup- 
port institutions. Additionally, specific areas were specified for particular attention, 
given their intrinsic importance and/or problems having been encountered during the ini- 
tial phases of the,Project: management information systems, small and medium enterprise 
loan guaranty fund, the role of the Guatemalan Chamber of Finance, coordination and man- 
agement issues. 

Four evaluators were provided by Management Systems Internatioxal in the areas of ( 1 )  
Training and institutional development, ( 2 )  International trade and marketing, ( 3 )  Bank- 
ing and financial markets, and (4) Business management. The team undertook initial meet- 
ings prior to arrival in Guatemala and were provided advance materials relating to the 
Project. Following a review of basic documents and files, interviews were conducted with 
key staff of the component organizations and with key USAID personnel. As appropriate 
and as time permitted, interviews were also conducted with public sector individuals and 
members of beneficiary firms. Interviewing and reparting followed the outlines of the 
four principal components of the Project. 

Prior to the evaluation, the USAID Project Implementation Committee (PIC) identified 
principal areas for evaluation and key questions relating to them. The MSI team address- 
ed the latter systematically. 

3. Findings and Conclusions: 
a. Has the PED Project been appropriate for the current status of Guatemala's private 

sector? Yes. The team sees the Project as "a skillful leveraging of AID resources 
which is making good progress ..." 

b. Are -he original assumptions underlying the Project ;till valid? Yes, with the excep- 
tion of economic conditions (high inflation, low financial liquidity), receptivity of 
banking community with respect to the loan guaranty fund provided under the Project, 
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- Private Enterprise Development Project Evaluation 

I COMMENTS BY MISSIOH, U D P  Off ICE AND BORROWER/GFUHTEE 

1. Mission believes that the mid-tern evaluation of the PED project has provided a very use 
ful management tool which is being and will be utilized by the Office of Private Enter- 
prise Development, the Project Manager and implementing institutions to carry out the 
necessary changes, and adjustments required. 

2. The MSI evaluation team performed n good job in this particular task. The team followed 
the scope of work and the recommendations of the USAID Project Implementation Committee 
in a very professional and systematic approach. The meetings held, review of basic docu 
mentation and interviews proved to be very positive. The evaluation report, follow 
ing the basic organization of the projzct, was very well organized and descriptive. 

3. Upon the receipt of the final evaluation report, the Mission started working on the eval 
uation recommendations. Following is a list of the major actions taken between the eval 
uation and the date of this report: 

a. Management Information System: 
- Following specific evaluation recommendations on this matter, the Mission, through 
AID/W, contracted Information Resources Management - IRM to carry out an eval~~ation 
of the MIS project component. The study was completed on July 30, 1990. 

- Following this report, the Mission put a freeze on the procurement of all 
equipment. 

- A Workshop on Strategic Information Technology Planning was carried out in country 
between September I 1  and 13. A11 implementing institutions under the project, at- 
tended the workshop. 

b. Agreement with the Chamber of Finance: 
The evaluation report called for a possible cancellation of the sub-agreement between 
CAEM and the Chamber of Finance. On May 4, 1990, OPED officials met with the Presi- 
dent of COF to discuss the status of this project component. At the meeting a 90 day 
deadline was given to the COF, to prepare an Action Plan and a budget. Unfortunately 
no action was ever taken. Finally, on Sep-ember 19, 1990, the COF sent a letter 
requesting the cancellatron of the sub-agreement. On September 30, 1990, all actions 
conducent to the cancellation had been taken. We believe that the final closure of 
this component will be done by October 31, 1990, 

c .  Restructurir~g of the PMU: 
Various meetings with the Board of Directors of CAEM and AGG have been held. Discus- 
sions are underway to strengthen and possibly restructuring the PMU. It has been sug, 
gested by the Board of Dj-ectors of CAEM to change the title of the PMU LO read: 
Project Support Unit. Mission agreed with the suggestion. 



SECTION J (Continued) 

4. k. the future of the Chamber's role under PED. 

5. Lessons Learned: 
a. Positioning USAID in a support role for preexisting private and public sector sup- 

port institutions can be a viable way of strengthening institution management, de- 
cision making, services to client firms, and, ultimately, maximum privatitriion of 
essential services. 

b. Small and medium size enterprise performance can be significantly improved via 
coordinated and concerted action by support institutions providing training, tech- 
nical assistance, and market information. 

c. Public and private institutions can work fruitfully together when skill and atten- 
tion are devotea to dialogue, infornation exchange, and mutually perceived benefits. 

d. Good communications, diplomacy and tact are essential if each participating support 
institution is to have both freedom and willingness to provide innovative services 
to small and medium enterprises. If private support institutions are strong, USAID 
can play a stronger support role and a lesser directing role than is usually the 
case with other kinds of projects and programs. 

e. Financial systems in countries like Guatemala retain strong conservative tendencies. 
Inducements for lending to riskier, small and medium size enterprises may require 
more t5an loan guaranties. 

f. Private sector oriented projects require both conceptual and operational flexibility 
in order to cope with volatile conditions affecting the sector, including changing 
economic and political conditions. 

g. Good and shared information is a sine qua non for effective collaboration among 
support institutions, close monitoring of key institutions' activities, and impacts 
upon client firms. 

h. Carefully orchestrated policy dialogue can lead to collegiality among public and 
private sector institutions and willingness to depart from tradition in stream- 
lining legislation, regulations, and procedures affecting access to market opportu- 
nit ies. 

i. Fundamental change requires a lot of time; USAID missions should demonstrate fle- 
xibility in estimating the length of large scale private sector support programs. 
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3. d. Transfer of the Guaranty Fund: 

- The Guatemalan Congress passed the appropriate legislation, on September 19, 1990. 
- The Project Implementation Lettsr to authorize the transfer to the Bank of Guate- 
mala has been discussed and will be approved by October 15, 1990. 

- The project coordinator for the fund has been hired and started working on Sep- 
tember 2 4 ,  1990. 

- We expect to start operations around November 15, 1990. 
e. Role of the Project Advisors: 

Mission started the review process, the project advisors are presently working in 
their revised scopes of work. 
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EXECUTIVE SlRUlARY 

This study covers the mid-term eval uatiori  o f  the  USAID/Guatemal a Pr i va te  
Enterpr ise Development p ro jec t  (PED) , W520-0341. I n i t i a t e d  i n  1987, the p ro jec t  
i s  an ambitious f ive-year p r i v a t e  sector e f f o r t  t o  broaden p a r t i c i p a t i o n  
in te rna t iona l  socio-econornic development through a mu1 t i  -faceted strengthening 
o f  small and medium enterpr ise,  expor t  expansion, enhancement o f  p r i va te  sector 
i n s t i t u t i o n s ,  and promotion o f  a po l  i c y  and i n s t i t u t i o n a l  environment congenial 
t o  p r i v a t e  en te rp r i se  development. The PED implements USAID/Guatemal a's p r i v a t e  
sector strategy,  which seeks t o  improve the c l imate f o r  economic growth by 
reducing const ra in ts  tp the  p r i v a t e  sector. 

The PED i s  unique t o  the mission i n  t h a t  i t  i s  the  f i r s t  l a rge  p r i va te  sector 
e f f o r t  undertaken by USAID/Guatemal a; i t  involves, through sub-agreements, a 
number o f  important sectoral  i n s t i t u t i o n s ;  i t  places primary responsi b i l  i t y  f o r  
management o f  the program-sized " p r o j e c t "  i n  a special  i y  created, counterpart 
managed Pro ject  Management U n i t  (PMU), w i t h i n  one o f  the  component p r i v a t e  
sector i n s t i t u t i o n s ;  i t  includes a computerized p ro jec t  moni tor ing system t h a t  
1 inks the  component counterparts. These " f i r s t s ,  " a n d  others, have provided 
challenges and oppor tun i t ies  f o r  l ea rn ing  on the p a r t  o f  a1 1 components i n  the 
p ro jec t ,  as we l l  as the USAID mission. 

A. 1.9. contracted w i t h  Management Systems In te rna t iona l  (MSI) t o  conduct the 
evaluat ion i n  order t o  "assess the  present s ta tus o f  p ro jec t  implementation, 
funding, management, and coordination,wi t h  special reference t o  the s t ruc tu re  
and a c t i v i t i e s  o f  the  Guatemal an counterpart  i n s t i t u t i o n s  and impacts upon the  
small and medl um en te rp r i  se sector,  " comparing actual r esu l t s  w i t h  those 
intended i n  the o r i g i n a l  p ro jec t  design. M S I  provided a f ou r  person team t o  
accomplish t h i s  task. 

Given the  o r i g i n a l  14-day in -coun t ry  t ime frame f o r  data gathering, the team 
i d e n t i f i e d  p r i o r i t y  areas t o  examine, synthesized i n  s i x  basic questions t o  be 
addressed. These were approved by the  PED team, inc lud ing  the d i r e c t o r  o f  the 
O f f i ce  f o r  Pr i va te  Enterpr ise Development. A subsequent amendment t o  the M S I  
cvn t rac t  provided 18 in-country days f o r  the team. 

The evaluat ion method01 ogy included assignment o f  team members t o  spec i f i c  
counterpart i n s t i t u t i o n s  according t o  t h e i r  areas of expertise, review o f  
p ro jec t  documents, interv iews w i t h  key s t a f f  o f  the component organizations, 
w i t h  USAID, w i t h  selected members o f  pub l ic  sector agencies, and, where 
appropr iate and feasible,  w i t h  p r o j e c t  benef ic i  aries, i n  addl t i o n  t o  observation 
of selected a c t i v i t i e s  (1.e. t r a i n i n g  classes f o r  SMEs, meeting o f  export sector 
consti tuency groups, etc. ), 

I n  assessing the  PED, the evaluators took i n t o  account t h a t  many o f  i t s  expected 
outcomes cauld on ly  be measured w i t h i n  a f i v e  t o  ten year post -pro ject  t ime 
frame, and would be d i f f i c u l t  t o  i d e n t i f y  as d i r e c t  r e s u l t s  o f  the pro ject ,  1.e. 
a stronger non-tradi  t i o n a l  expor t  sector,  increased p a r t i c i p a t i o n  o f  SHES i n  the 
economy, an improved pol i c y  environment f o r  p r i va te  sector development, etc. 
Also considered was t ha t  the  PED breaks new ground f o r  USAID/Guatemala i n  the 
concept and complexity o f  i t s  design, as we l l  as the p r i va te  sector area o f  
enqhasi s. 



The evaluat ion includes deta i led analyses of each o f  the PED components, w i th  
respective f indings, conclusions and reconendations, a1 1 o f  which have 
important impl i ca t ions  f o r  the success of the project.  This summary presents 
major conclusions and recomnendations ~ 5 t h  respect t o  the t o t a l  p ro jec t .  

W o r  Concl us i ons : 

1. I t  i s  the unanimous conclusion of the evaluation team tha t  wh i ' ! ~  there 
have been some d i f f i c u l t i e s  i n  ge t t i ng  under way, the overal l  assessment o f  PED 
i s  tha t  i t  i s  a s k i l l f u l  leverag5ng o f  A.I.D. resources which i s  making good 
progress i n  impl ementation: 

The PED has performed well,  according t o  outputs i n  three out o f  
four  component areas ( t r a i n i n g  and technical assistance, export 
promotion, pol i c y  dialogue). The pro jec t ' s  achievements t o  date 
are qu i te  posi t ive, except f o r  the Chamber o f  Finance and the 
Loan Guaranty Fund components (see Chapter V ) .  

I The PED pro jec t  has opened a new avenue o f  inf luence f o r  USAID 
t o  promote constructive change w i th in  a benef i c i  ary country. 

r PED has strengthened pol i c y  a r t i c u l a t i o n  wi th  the p r i va te  
sector, thus promoting the concept o f  pol i c y  dialogue wi th  the 
government. 

The p r i va te  sector organizations supported by PED have been 
strengthened i n  t h e i r  a b i l  i ty t o  a r t i cu la te  member in terests .  
Using PED funds, they have acquired technical assistance t o  
research pol  i c y  questaions, and have been instrumental i n  opening 
new areas o f  non-tradi t i ona l  exports. These accompl ishments 
have won them recognit ion by the government as responsible and 
competent partners i n  the pol  i c y  formulation process. 

2. The PED should have been launched as a program, and not as a project.  
As a resu l t ,  assumptions guiding the development, implementation and dates 
projected on both the c r i t i c a l  path and 1 i f e  o f  p ro jec t  d id  not al low f o r  a more 
rea l  i s t i c  estimate o f  the time required f o r  accomplishing tasks. Contributing 
t o  the i n a b i l i t y  t o  perform on schedule i s  the  f a c t  tha t  the PED i s  the f i r s t  
major p r i va te  sector e f f o r t  f o r  USAID/Guatemal a, implying a longer 1 earning 
curve t o  absorb and manage new character1 s t i c s  and elements. 

3. Given t h a t  pro ject  components received i n i t i a l  disbursements a t  
d l  f f e r e n t  times, the current drawdown experience i s  appropriate f o r  t h e i r  
stages o f  implementation. The greater r a t e  o f  quetzal expenditures t o  date i s  
a prudent strategy on the par t  o f  the component i ns t i t u t i ons  i n  l i g h t  o f  the 
current i n f l a t i o n a r y  trend. Do1 1 ar drawdowns have begun t o  catch up and are 
expected t o  be expended by the end o f  the pro ject .  

4. Whi 1 e more remains t o  be accompl i shed, progress has been made i n  the 
area o f  i n s t i t u t i o n  bui ld ing. Implementation o f  recomnendat ions f o r  the pro ject  
components should resu l t  i n  strengthening the sustainabil  i t y  o f  key PED 
e l  emerits. 



5 .  A key element o f  the p ro j ec t ,  t ha t  o f  support ing,  bu t  not  d i r e c t i n g  
p r i v a t e  sec to r  i n i  t i  a t  ives, has proven we1 1 founded. P ro jec t  components have, 
w i t h  the exception of the  Chamber of Finance and the  Guaranty Fund, functioned 
we l l ,  i n  s p i t e  o f  poor performance of the Pro jec t  Management Uni t ,  (discussed 
i n  Chapter V I I )  . The i n d i r e c t  approach promotes 'ownershipn o f  p ro j ec t  elements 
on the  p a r t  o f  component i n s t i t u t i o n s ,  and con t r ibu tes  t o  post -pro jec t  
sus ta inab i l  i t y .  

6. The cooperative agreement w i  t k  CAEH and sub-agreements w i t h  component 
i n s t i t u t i o n s  have functioned we1 1. Those problems t h a t  have ar isen are 
a t t r i b u t a b l e  t o  management def ic ienc ies  w i t h i n  g iven i n s t i t u t i o n s  as wel l  as 
w i  t h  the Pro jec t  Management U n i t  (PMU) . 

7. The PMU has not  been formed as intended i n  the  cooperat ive agreement. 
I n  s p i t e  o f  t h i s  i t  has f a c i l i t a t e d  program achievements through an informal  
system of management, which should not, however, cont inue.  

8. While the  team o f  USAID'program advisors at tached t o  the p ro jec t ' s  
component i n s t i t u t i o n s  has performed we1 1, the complexi t y  o f  the p ro jec t  a t  t h i s  
stage requ i res  a more formal organ izat ion of t h e i r  ro les ,  du t i es  and repor t ing  
re1  a t  ionships. 

9. Given t h a t  the pro jec ted complet ion date o f  the Pro jec t  Management 

In format ion System, which has both p r o j e c t  moni tor ing and p r i v a t e  sector 
data  base network functions, coincides w i t h  the 1992 PACD, questions are 
ra i sed  as t o  t he  cos t  e f fec t iveness o f  proceeding w i t h  i t s  implementation as 
c u r r e n t l y  designed (See Chapter V I I I )  . 

10. Pro jec t  assumptions have by and la rge  held, w i t h  the exception o f  
economic cond i t i ons  (high i n f l a t i on / l ow  l i q u i d i t y ) ,  l a c k  o f  r e c e p t i v i t y  on the 
p a r t  o f  f i n a n c i a l  i n s t i t u t i o n s  w i t h  respect t o  the  Guaranty Fund, and an 
unreal  i s t  i c PACD. 

11. The PED l o g  frame i s  based on a p ro jec t ,  r a t h e r  than on the program 
t h a t  r e a l l y  i s ;  consequently i t  i s  too  broad, w i t h  inadequate d e t a i l i n g  o f  the 
component segments. 

Ma.ior recomnendati ons ; 

1. The ?ED i s  a program, and should be re-named t o  r e f l e c t  t h i s  rea l  i ty. 
I t  i s  recomnended t ha t  the basic organizat ion and management s t ruc ture  be 
retained,  i n  order t o  preserve key p o s i t i v e  elements o f  the PED, namely 
programmatic 1 inkages between the component i n s t i t u t i o n s ,  as we1 1 as the 
advantages o f  the  i n d i r e c t  management approach. 

2. The PMU should be re ta ined under CAW; recomnendations out1 ined i n  the 
eva lua t ion  f o r  b r ing ing  i t  i n t o  conformance w i t h  the  p r o j e c t  paper and the 
cooperat ive agreement should be imp1 emented imnediately . 

3. The ro les ,  dut ies  and repo r t i ng  re la t ionsh ips  o f  t he  USAID program 
advisors assigned t o  the PED's component i n s t i t u t i o n s  should be c l a r i f i e d  and 
more formal ly  organized w i t h  respect t o  the i n s t i t u t i o n s  and t o  each other. 
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4. The PACD f o r  t h i s  program should be extended f o r  two years. I t  i s  
important t o  give s u f f i c i e n t  t ime fo r  the sub-projects w i t h i n  PED t o  be f u l l y  
implemented. The cooperative agreement wi th  the H i n i s t r y  o f  the Economy, due 
t o  end short ly,  should be extended, and addit ional  funding provided f o r  i t s  
continued pa r t i c i pa t i on  i n  the program. 

5. USAID/Guatemala should begin planning f o r  a fol low-on program t o  
continue the i n i t i a t i v e s  put i n  motion through the PED. 

6. Given the  questions ra ised w i th  respect t o  the PMIS, i t  i s  
recommended tha t  i t s  implementation be reviewed i n  l i n e  wi th  the issues 
i d e n t i f i e d  i n  the report .  The review should be car r ied  out through a short-  
term consul tancy t h a t  addresses the fol lowing issues: 

does the current system design r e f l e c t  the pre-and post-program 
requirements o f  the PED; 

should the pro jec t  monitor ing functions be retained, considering 
the projected 1992 completion date f o r  i n s t a l l a t i o n  o f  the PMIS; 

does the proposed system require the amount o f  data base 
capabi 1 i t y  it i s  now designed t o  have; 

i s  the system, as now designed, cost e f fec t ive ;  and 

r i s  a modif ied M I S  system now appropriate; i f  so, what should 
i t s  goals and characcer is t ics  be. 

7. I f  i t  i s  determined t h a t  the PHIS does not provide the needed 
monitoring system f o r  the  PED, an al ternate system, simple i n  design, 
appl icat ion and administration, should be designed and put i n  place a t  an ear ly  
date, and cooperative agreements amended t c  r e f l e c t  t h i s  change. 

8. The system o f  cooperative and sub-agreements have worked wel l ,  and 
should continue. Periodic reviews o f  the sub-agreements w i th  the component 
i n s t i t u t i o n s  w i l l  strengthen p ro jec t  performance. 

9. The PEO l o g  frame should be revised t o  r e f l e c t  the f a c t  t h a t  i t  
describes a program, not a p r o j e c t ,  Indiv idual l o g  frames should be prepared 
f o r  each component " p r o j e c t . " T h e  l o g  frame un i t s  should have v e r t i c a l  and 
hor izontal  consistency, and greater speci f i c i  t y  w i th  respect t o  c r i t e r i a  f o r  
measurement. 



PED PROJECT HID-TERH EVALUATION 

I n  1987 USAID/Guatemal a i n i t i a t e d  an ambit ious f ive-year  p r i v a t e  sector  p ro j ec t  
t o  broaden p a r l i c i p a t i c r !  -in nat iona l  soc i  o-economic development through a 
mu1 ti - faceted strengthening o f  small and medi um enterpr ise,  expor t  expansion, 
enhancement o f  p r i v a t e  sector  i n s t i t u t i o n s ,  and promotion of a p o l i c y  and 
i n s t i t u t i o n a l  environment c o n g e n i ~ i  t o  p r i v a t e  en te rp r i se  development. The 
Pr i va te  Enterpr ise Development Pro jec t ,  PED, implements the USAID/Guatemal a 
mission's p r i va te  sector  strategy,  which seeks t o  improve the c l imate f o r  
economic growth by reducing cons t ra in ts  t o  t he  p r i v a t e  sector. 

The PED i s  unique t o  the mission i n  'a number o f  aspects. I t  i s  the f i r s t  l a rge  
p r i v a t e  sector  e f f o r t  undertaken by USAID/Guatema? a; i t  involves, through 
sub-agreements, a number of important sec to ra l  i n s t i t u t i o n s ,  such as the Chamber 
o f  Entrepreneurs (CAEM) , the Guatemal an Management Associat ion (AGG) , the 
Nont rad i t i ona l  Product Exporters Gui l d  (Gremial ) , and the Chamber o f  Finance; i t  
p i  aces pr imary responsi b i l  i ty f o r  management o f  the  program-sized "p ro j ec ta  i n  
a s p e c i a l l y  created, counterpart-managed P ro jec t  Management Un i t  (PMU), w i t h i n  
one o f  t he  component p r i v a t e  sector  i n s t i t u t i o n s ;  i t  includes a computerized 
prof ec t moni tor ing system t h a t  1 inks the  component counterparts. These " f i r s t s ,  " 
and others, have provided challenges and oppor tun i t i es  f o r  l ea rn ing  on the pa r t  
o f  a l l  comgonents i n  the p ro jec t ,  as we l l  as the  USAID mission. 

Purpose o f  the Eva1 ua t i on  

AID has contracted w i t h  Management Systems I n te rna t i ona l  (MSI) t o  conduct a 
mid-po in t  eva luat ion o f  the PED i n  order  t o  determine progress t o  date. The 
s p e c i f i c  ob jec t i ve  o f  t he  evaluat ion i s  t o  'assess the present s ta tus  o f  p ro j ec t  
imp1 ementat ion, funding, management, and coord inat ion,  w i t h  special  reference t o  
the s t r u c t u r e  and a c t i v i t i e s  o f  the Guatemalan counterpart i n s t i t u t i o n s  and 
impacts upon the small and medium en te rp r i se  sector, " comparing, ac tua l  r e s u l t s  
w i t h  those intended i n  the o r i g i n a l  p r o j e c t  design. (See Annex 1 f o r  the 
complete PIOT). 

To t h i s  e f fec t  M S I  provided the f o l l ow ing  eva lua t ion  team: 

Hortense Dicker (Tra in ing and I n s t i t u t i o n a l  Deve? opment) - Team Leader. 
Mark Connell ( In te rna t iona l  Trade and Marketing) 
Edgar Pereira (Banking and F inanc ia l  Markets) 
David Schr i  e r  (Business Management) 



Hethodol ogy 

A pr imary task o f  the eva luat ion team dur ing  the corporate team planning meeting 
a t  M S I ,  c a r r i e d  out  i n  Washington p r i o r  t o  leav ing  f o r  Guatemala, was t o  i d e n t i f y  
p r i o r i t y  areas i n  the  scope o f  work that ,  i n  the team's est imation, could 
reasonably be accompl ished i n  t he  o r i g i n a l  14-day i n -  c w t r y  t ime frame. These 
areas were synthesized i n  a se r ies  o f  questions t o  be addressed i n  the eva luat ion 
(See Annex 2).  Th is  approach was l a t e r  presented f o r  approval t o  t he  
USAID/Guatemala PED team, inc lud ing  the  OPED D i rec to r ,  together  w i t h  a proposed 
o u t l  i ne  o f  the  eva lua t ion  repor t .  A subsequent amendment t o  the HSI con t rac t  
added four  working days i n  country, bu t  i t  was genera l l y  recognized t h a t  the t ime 
frame d i d  no t  permi t  any substant ive expansion o f  the  eva lua t ion  team's approved 
work p l  an. 

I n  order t o  ensure maximum ef fect iveness and e f f i c i ency ,  t he  tasks o u t l  ined i n  
the  work p lan were assigned among the eva luat ion team members according t o  the  
areas o f  exper t i se  noted above. This meant t h a t  i nd i v i dua l  members concentrated 
on the p a r t i c u l a r  i n s t i t u t i o n s  w i t h i n  t he  p ro j ec t  r e l a t e d  t o  those areas, i n  
add i t i on  t o  i n t e r a c t i o n  w i t h  the USAID mission. 

The team's apprmch included review o f  bas ic  p r o j e c t  documents, ( t he  USAID 
mission as we l l  as the  component PED i n s t i t u t i o n s  were generous i n  opening 
p r o j e c t  f i l e s ) ,  i n te rv iews  w i t h  key s t a f f  o f  the component organizat ions,  w i t h  
USAID o f f i c e r s ,  w i t h  selected members o f  p u b l i c  sec to r  agencies, and, where 
appropr ia te  and feas ib le ,  w i t h  p r o j e c t  bene f i c ia r ies ,  i n  a d d i t i o n  t o  observation 
o f  selected a c t i v i t i e s  (i .e. t r a i n i n g  classes f o r  SME's, meetings o f  export  
sector  const i tuency groups, etc.). 

The substant ive sect ions o f  the  eva luat ion r e p o r t  are  organized according t o  the  
major components o f  t h e  PED. These are: Small and Medium Enterpr ise Technical 
Support (Chapter 111) ; Export Promotion (Chapter 1 ; Financ ia l  Market 
Development (Chapter V), and New P r i va te  Enterpr ise I n i t i a t i v e s  (Chapter V I )  . 
Since p r o j e c t  management, moni tor ing and data bases comprise a major and unique 
element o f  t h e  PED, t h e  r e p o r t  inc ludes separate chapters on the Pro jec t  
Management U n i t  (Chapter V I I )  and the  Pro jec t  Hanagement In format ion System 
(Chapter V I  I I). 



11. PROJECT PURPOSE AND ORWNIZA'TION 

The purpose of the  PED p ro jec t  i s  t o  strengthen the economic and po l  i c y  r o l e  of 
p r i v a t e  en te rp r i se  i n  Guatemala, lead ing t o  improved access by small and medium 
s i t e  f i rms t o  technical  and managerial knowledge and f inanc ia l  resources; 
expanded export product ion o f  nontraditAona1 products; improved capabi 1 i t y  o f  
p r i v a t e  sector  f i rms  and support i n s t i t u t i o n s  t o  meet the needs o f  p r i v a t e  
enterpr ise;  and an improved po l  i c y  environment responsive t o  p r i v a t e  sectcr  needs 

- 

w i t h i n  the context  o f  na t iona l  economic development. 

The p ro jec t  i s organized around four p r i  nc i  pa l  components: 

1. Small and medium e n t e r w i s e  technica l  s u ~ ~ o r t ,  t o  support the t 

development o f  an SME Development Center I n  the Guatemalan Managemertt Associat ion 
(AGG) , f o r  the  purpose o f  p rov id ing  t r a i n i n g  and technical  assistance; 
f a c i l i t a t i n g  the development o f  o ther  SME t r a i n i n g  and technical  assistance 
resources, and es tab l i sh ing  a permanent sec t ion  w i t h i n  AGG t o  be an SME 
const i tuent  organizat ion t o  support po l  i c y  dia logue w i t h  government and 1 arge 
p r i v a t e  organi t a t  ions, operate an in format ion network f o r  SMEs, and provide 
const i tuent  services t o  SHE membership. 

2. EX DO^^ ~ r o m o t i o ~ ,  t o  address the p r i n c i p a l  areas o f  concern i n  t h i s  
area: (1) condi t ions i n  t he  country a f f e c t i n g  exports, such as t ranspor ta t ion,  
finance, f i s c a l  incent ives,  bureaucrat ic  procedures, etc, (2) access t o  external  
markets; (3) improved access t o  t r a i n i n g  and technica l  assistance w i th  respect - 
t o  the export process. These a c t i v i t i e s  are implemented i n  the PED thrcugh the 
Nontrad i t iona l  Products Exporters Gu i ld  (Gremial), the Chamber o f  Entrepreneurs 
(CAEM) , and the M i n i s t r y  o f  Economy, through the  National Export Promotion 
Counci 1 (CONAPEX). 

3. 1: i nanc ia l  Market Develo~ment Com~onen_t, t o  address the key const ra in ts  
a f f ec t i ng  p r i v a t e  sector access t o  c red i t s ,  e.g. conservative lending po l  i c i e s  
o f  f i nanc ia l  i n s t i t u t i o n s ,  l a c k  o f  competit ion, l i m i t i n g  the a v a i l a b i l i t y  o f  
f i nanc ia l  products and servtces, etc. These are addressed i n  the p ro jec t  through 
(1) a Guaranty Fund, administered by CAEM, t o  promote lending t o  small and medium 
s ize  enterpr ises;  and (2) f i n a n c i  a1 market research, devel opment and promotion, 
and po l  i c y  dialogue, Implemented by the  p r i v a t e  sector Chamber of Finance. 

4. bew P r i v a b  E n t e r ~ r i  se I n i t i a t i v e s ,  a component d i rec ted  t o  compl e- 
mentary a c t i v i t i e s  i n  support o f  p r i v a t e  en te rp r i se  development, inc lud ing  
research, analysi  s o f  p r a c t i c a l  po l  i c y  concerns, bu i l d i ng  o f  const i tuencies f o r  
pol  i c y  change, implementation of regul  a t ions  supporting new pol  i c i es ,  
p r i v a t i z a t i o n  studies, etc.  This component i s  implemented biy the M i n i s t r y  o f  
Economy. 

D i rec t  management o f  the  p r i v a t e  sector components has been delegated by USAID, 
v i a  a cooperative agreement, t o  CAEH, through a spec ia l l y  created Pro ject  
Management U n i t  (PMU), and implemented through sub-grants t o  and sub-agreements 
w i t h  p a r t i c i p a t i n g  i n s t i t u t i o n s .  The PMU provides quar te r l y  repor ts  t o  the  USAID 
Pr iva te  Sector Programs O f f  i c e  on progress o f  the  p ro jec t  components. Addi t iona l  
i n d i r e c t  management i s  provided through PED- funded advisors attached t o  the 
component i n s t i t u t i o n s .  



CAEM i s  a lso responsible f o r  another key management function, that o f  
information assistance through the Project Imp1 ementat ion I n  formati  on System . r 

(PMIS) .  The PHIS i s  designed t o  monitor p ro jec t  a c t i v i t i e s ,  impacts and cost 
effectiveness, and t o  serve a networking funct ion w i th  respect t o  business 
informat i on  useful t o  imp1 ementing organizations and USAID. 

Figdres 1 and 2 provide a graphic representatlon o f  the PED. The following 
chapters provide deta i led discussions o f  each pro jec t  componect. 



I1 I. MJOR FINDINGS REGARDIM SHALL AND HEDIUN 
ENTERPRISE TECHNICAL SUPPORT 

This chapter examines the SME t r a i n i n g  and technical  support component o f  the 
PED ?ro ject ,  as implemented by the Guatemalan Management Associat ion (AGG). 

I. BACKGROUND 

The small and medium enterpr ise sector  i n  Guatemala i s  estimated t o  be 65% of 
the entrepreneur ia l  populat ion o f  t he  country, c rea t ing  90,000 jobs, i n  the 
areas o f  industry,  commerce and service sub-sectors, according t o  studies o f  the 
Guatemalan Management Associat ion (AGG). While t h i s  s t a t i s t i c  would seem t o  
i nd i ca te  a  robust SME sector, i n  fact the r a t e  o f  SME demise i s  high. 
Constraints have been i d e n t i f i e d  as: 

Inadequate management capabi l  i ty; 
n Inadequateaccess t o c u r r e n t  technology; 
R Limi ted access t o  f inancing;  

Lack o f  s u f f i c i e n t  in format ion on lega l  structure; and 
regulat ions,  and t h e i r  management. 

a Lack o f  adequate SME g u i l d  associat ions t o  support and represent 
the  sector. 

The PED p ro jec t  has sought t o  address these const ra in ts  through a cooperative 
agreement w i t h  t he  AGG i n  order t o  achieve the fo l low ing  goals and spec i f i c  
outcomes : 

11. COMPONENT GOAL AND OBJECTIVES 
I 

The purpose o f  t h i s  component i s  t o  improve the  r o l e  o f  small arid mediuin 
enterpr ises i n  t he  economic and p o l i c y  a c t i v i t i e s  o f  the  nat iona l  economy 
through improved manageri a1 capacity, and enhanced abi 'I i t y  t o  a r t 1  cu l  a te  and 
negot ia te  t h e i r  p o l i c y  concerns w i t h i n  the p r i va te  sector, as wel l  as w i t h  the 
GOG. The end o f  p r o j e c t  status f o r  the  component should be: 

1. A v i ab le  p r i v a t e  enterprise-based t r a i n i n g  indust ry  f o r  SMEts i s  
establ  i shed. 

2. The AGG SME sect ion i s  i n s t i t u t i o n a l i z e d  as a permanent service. 

I1 I. EXPECTED OUTPUTS . 

A. T ra in ing  and Technical Assistance 

(1) AGG develops and implements a t r a l n i n g  program t o  bene f i t  
1,000 SME managers. 



FINDINGS 

1 Oevel o~ment  1. Institutions 

As c a l l  ed f o r  under the terms o f  i t s  sub-agreement w i th  CAEM, AGG has organized 
an SME development center, CEDE, (Centro de Desarrol lo Empresarial) t ha t  i s  
cur ren t ly  providing t r a i n i n g  and technical assistance t o  SMEs i n  Guatemala Ci ty .  
The Center, located i n  a separate s i te ,  i s  funct ion ing as a semi-independent 
adjunct o f  the AGG. Author i ty  f o r  management o f  the CEDE flows from the AGG 
Board o f  Di rectors through a special CECE comnittee o f  the Board, which 
includes the AGG Executive Director,  t o  the Executive Di rector  o f  the CEDE (see 
Figtire 1). 

The AGG signed a sub-agreement w i th  CAEH on March 15, 198& w i th  i t s  f i r s t  
drawdown o f  funds requested i n  the second quarter of FY189. An executjve 
d i rec to r  f o r  the CEDE was h i red  i n  October o f  1988, and a market study t o  
determine t r a i n i n g  and technical  assistance needs f o r  SME's was completed i n  the 
same quarter. An i n i t i a l  t r a i n i n g  curriculum was completed i n  the t h i r d  quarter 
o f  FY89, and CEDE opened i t s  doors t o  the pub1 i c  i n  A p r i l  1989, exact ly  one year 
ago. 

The CEDE i s  f u l l y  staf fed, although i t  has found d i f f i c u l t y  i n  f i l l i n g  both 
administrat ive and professional pos i t ions due t o  sa lary 1 i m i  t a t  ions ( the  center 
has been unsuccersful ly seeking a messenger f o r  the past four  months; a 
recept ion is t  experienced i n  reg is te r ing  trainees recent ly  l e f t  f o r  a be t te r  
paying posi t ion.  The problem i s  apparently the  consequence o f  a salary 

. s t ructure which must be compatible w i th  t h a t  o f  AGG, coupled w i th  the recent 
sharp i n f l a t i o n a r y  trend i n  Guatemala). 

A f u l l  -t ime in ternat ional  advisor i s  located a t  the CEDE, providing consultat ion 
and technical  assistance t o  the d i rec to r  and other  s t a f f ,  as wel l  as t o  the 
AGG/CEDE Commi t tee. (See be1 ow) . 
The t r a i n i n g  and technical assistance s t a f f  consists o f  a coordinator, f i v e  
f u l l  -t ime instructor/advisor-consul tants and approximately e igh t  pa r t -  time 
inst ructors,  many o f  whom also teach i n  the  AGG. (The number o f  par t - t ime 
ins t ruc tors  var ies w i th  the number and type o f  courses being given i n  any 
month). The f u l l  and part- t ime s t a f f  have var ied but wel l -credent ia l led 
management, entrepreneurial and teaching backgrounds, and appear t o  be 
enthusiast ic about t h e i r  work a t  CEDE. 

' The d i f f e r e n t i a t i o n  between "advisorsn and nconsultantsn a t  CEDE i s  
vague. I n  p r i n c i p l e  the 'advisors"are t o  p r ~ v i d e  long-term technical assistance 
t o  entrepreneurs, and "consul tants8 short-term assistance. Addit ional  ly, the 
pos i t ion  descr ip t ion o f  the nadvisors' indicates a supervisory re la t ionsh ip  t o  
the  consultant^.^ I n  practice, the ' ro les appear t o  be interchangeable, w i th  the 
possible exception o f  supervision. I t  i s  probable t h a t  the l a t t e r  funct ion i s  
more a fo rmal i t y  than based on any exper ient ia l  d i f ferences among t h i s  s t a f f .  
A l l  appear t o  be equally qua l i f i ed  and t o  maintain a re lat ionship o f  considerable 
co legia l  i t y .  



The phys ica l  s e t t i n g  for  the  CEDE i s  a pleasant two-story b u i l d i n g  t h a t  contains 
space f o r  ddmin is t ra t ive  o f f i c e s  as we l l  as two spacious t r a i n i n g  
rooms. All  a t t r a c t i v e  inner  p a t i o  serves as an area f o r  co f fee  breaks as we l l  
as consul ta t ions f o r  p a r t i c i p a n t s  rece iv ing  technical  assistance. The 1 a t t e r  - 
arrangement i s  requ i red because there  i s  inadequate space f o r  the techn ica l  
assistance s t a f f  t o  meet c l i e n t s  i n  p r i va te .  The cur ren t  b u i l d i n g  i s  i n  f a c t  
inadequate f o r  the CEDE's growing needs, and a1 te rna t  i ve arrangements are being 
expl ored. 

2. Pe l  i verv of  Services 

CEDE's i n i  t i  a1 s t ra tegy f o r  ach iev ing p ro j ec t  ob jec t ives was the development o f  
a core cur r icu lum of seven courses which t ra inees would cover i n  112 hours, 
lead ing t o  "graduatlonn'and a c e r t i f i c a t e  of completion. This would be f o i  1 owed 
by techn ica l  assistance provided by CEDE advisors. The i n i t i a l  core c u r r i c u l  um 
inc luded courses such as: Accounting, Fundamentals of Management, 
Administrat ion,  I n t e r p r e t a t  i o n  of Financial  Statements, Human Resources 
Mana~ernent, Management o f  Bank Loans, Entrepreneurial Strategies,  Marketing, 
Sales, e tc .  This has now been expanded t o  21 courses from which p o t e n t i a l  
t ra inees  can choose (See F igure  2).  The new courses were added as surveys o f  
t ra inees  ind ica ted  needs and/or i n t e res t s .  

As of $larch 30 o f  t h i s  year, 1,760 persons have received t r a i n i n g  i n  CEDE. 
O f  these, 46 have completed t he  seven-course t r a i n i  ng/techni ca l  ass i  s tarxe 
package. 

= 

Trainee P r o f i l e :  

The AGG has i d e n t i f i e d  i t s  SME t a r g e t  populat ion as those entrepreneurs 
employing from 10 t o  70 persons, w i t h  small enterpr ises employing from 10 t o  20 
persons. While exact data on cha rac te r i s t i c s  f o r  the t o t a l  number o f  
persons t r a i ned  was d i f f i c u l t  t o  obtain, i t  was estimated t h a t  50% o f  the 
t ra inees  represent small enterpr ises.  This was based on ex t rapo la t ion  fr'om 
prec ise data  ava i lab le  f o r  t h e  per iod  J u l y  - September 1989. Those f i gu res  a lso  
showed t h a t  27% o f  the enterpr ises represented had ten  o r  fewer employees. The 
same data base ind icates t h a t  55% o f  pa r t i c i pan t s  are entrepreneurs. The 
remainder are  persons i n  upper o r  middle management pos i t i ons ,  gqneral l y  sent 
t o  t he  program by entrepreneur/owners, many o f  whom have already been t o  one 
o r  more courses. 

The above p r o f i l e  i s  genera l l y  consistent  w i t h  data ava i l ab le  on those 
p a r t i c i p a n t s  who have taken the  complete t r a i n i n g  package. I n te res t i ng l y ,  67% 
o f  t h i s  group represents small enterpr ises,  w i t h  37% o f  t he  t o t a l  having fewer 
than 10 employees. I n  a s i g n i f i c a n t  departure from the general p r o f i l e ,  however, 
89% of the  "graduates" were entrepreneurs. 

While on l y  two o f  the 46 persons who have taken the  complete t r a i n i n g  package 
have been women, approximately one quar ter  o f  a l l  t ra inees are i n  t h i s  category. 
Observation a t  a number o f  classes confirms t h a t  t h i s  f s so. CEDE i s  i n t e res ted  
i n  promoting greater  p a r t i c i p a t i o n  o f  women entrepreneurs i n  i t s  program and i s  
p lanning a number o f  special  a c t i v i t i e s  I n  order t o  a t t r a c t  them, 



Technical Assistance 

The technical assistance component o f  CEDE'S program has, t o  date, been 
considerably 1 ess successful than the  t r a i n i n g  component, in,quafiti ty ,  i f not 
i n  qua1 i ty.  A1 though e f fo r ts  are made t o  promote technical  assistance services, 
only about 10% o f  trainees have ava i l  ed themselves o f  it. A number o f  reasons 
are advanced t o  explain th is :  (1) To a l l  i n ten ts  and purposes, the service 
r e a l l y  only became available l a t e  i n  the  f a l l  o f  1989, since the advisors, most 
of whom were h i red  i n  the sumner of 1989, were i n  a ' t raining'  mode themselves, 
attending a l l  courses t o  become fam i l i a r  w i t h  t h e i r  contents, i n  order t o  be t te r  
ass is t  par t i c ipants  with t h e i r  appl i ca t ions ;  (2) SME entrepreneurs are not 
accustomed t o  the concept o f  technical  assistance and are re luctant  t o  share 
conf ident ial  information about t h e i r  enterpr ises w i t h  strangers, for fear tha t  
i t  might reach competi tbrs, o r  worse, the government; (3) techndcal assistance 
i s  viewed by trainees as too expensive - a cost, ra ther  than i\n investment 
(par t ic ipants are given one free hour o f  consul t ing time, a f t e r  which they are 
charged 20 Quetzales an hour) ; and (4)  technical  assi stance i s  time consuming. 
The influence o f  the l a t t e r  two fac tors  as possible constraints Lo accepting 
technical assistance was confirmed i n  evaluation. interviews w i th  a 
representative group o f  CEDE par t ic ipants.  While a number o f  them valued 
technical  assistiince highly, others comnented t h a t  i t  was too expensive f o r  
them, p a r t i c u l a r l y  a t  t h i s  d i f f i c u l t  economic juncture i n  Guatemala, and since 
they d i d  not know how long the process would take, they were re1 uctant t o  comni t 
themselves t o  an open-ended investment o f  finances and time. 

I t  i s  probable t h a t  a l l  o f  these factors are cont r ibu t ing  i n  some way t o  the low 
acceptance of CEDE'S technical assistance services. Another important obstacle, 
however, may be the fac t  tha t  CEDE i s  not  marketing an entrepreneurial 
development program i n  i t s  advert ising. Newspaper ads only offer ind iv idual  
courses, and do not  mention the broader t r a i  n i  ng/technical assistance package, 
Par t ic ipants 1 earn o f  CEDE'S ta rge t  program when they reg i s te r  f o r  a given 
course. They are received by an advisor o r  consultant, who then explains the 
t o t a l  concept and attempts t o  i n t e r e s t  the  new c l i e n t  i n  buying it. The 
approach used i s  a p r e l  iminary ana ly t i  t discussion o f  the c l  ien t ' s  enterprise, 
based p a r t i a l l y  on the  resul ts  of a shor t  questionnaire the applicant i s  asked 
t o  complete as p a r t  o f  the reg i s t ra t i on  process. 

It i s  qui te  poss ib le tha t  par t ic ipants who are i n i t i a l l y  a t t racted t o  CEDE by 
the s i g n i f i c a n t l y  lower p r ice  o f  the advert ised courses, fee l  t ha t  the attempt 
t o  then i n t e r e s t  them i n  a broader comnitment o f  seven courses and technical 
assistance 1s a type o f  "ba i t  and switch" operation. The impression may be 
heightened by the f a c t  that  once a pa r t i c i pan t  has taken a course, he/she not 
on ly  receives per iod ic  mai l ing announcing new courses, but i s  ca l led by an 
advi sor, urging continuance of the program. 

The CEDE t r a i n i n g  and technical assistance s t a f f  i s  concerned over the low 
response t o  "asesori a-nd i s  experimenting w i th  new approaches. The 1 atest i s  
t o  include technical  assistance automatical ly and g r a t l s  f o r  those who take 
courses. The object ive i s  t o  gradually accustom the ta rge t  group t o  the concept 
and u t i l i t y  o f  technical  assistance, and t o  b u i l d  a market t h a t  w i l l  u l t imate ly  
be w i l l i n g  t o  seek and pay f o r  it. 



Effectiveness o f  Tra in ins and Technical Assistance 

1. Proararn I m ~ a c t  

I t  i s  too ea r l y  t o  measure any long-term impact of CEDE'S t r a i n i n g  and technical 
assistance component, a  task t h a t  would i n  any case be complicated by the fac t  
that  a  t rack ing and evaluat ion system i s  s t i l l  not i n  place (see discussion 
be1 ow, under "Managementu). Nor i s  the component y e t  funct ioning as o r i g i n a l l y  
designed. A more serious problem i s  the inherent d i f f i c u l t y  o f  a t t r i b u t i n g  
1 ong-term economic gains t o  a pa r t i cu la r  program, where many other variables 
inf luence outcomes. 

What can be sa id a t  t h i s  stage i s  t ha t  the resu l t s  o f  interviews of a 
representat ive pool o f  18 par t i c ipants  resul ted i n  uni formly glowing assessments 
o f  the t r a i n i n g  component. Comnents indicated tha t  the major reasons f o r  
sa t i s fac t i on  were: 

w Excel lent q u a l i t y  o f  the teaching, supported by the AGG 
imprimatur; teachers have had work experience i n  t h e i r  areas o f  
teaching, and have "fresh" information. 

w Immediate q p l  i c a b i l  i ty o f  the t r a i n i n g  (not ' theoret icaln,  as 
i n  un ivers i ty  courses); courses are appropriate t o  the SME 
1 eve1 . 

w Modera tecos to f  t h e t r a i n i n g .  
The CEDE environment i s  recept ive t o  and comfortable f o r  the 
SME; enrol lment doesn't requi re a speci a1 educational 
background. 

Most o f  the interviewees were able t o  i d e n t i f y  concrete impacts o f  t r a i n i n g  such 
as: 

r More e f fec t i ve  re1 at ions w i th  employees; 
Development o f  a  business plan; (only a few trainees have ' 

accompl i shed t h i  s) . 
Improved a b i l i t y  t o  take r i sks .  
Bet te r  f inancia l  and accounting contro l  o f  the enterprise. 
Increased product iv i ty .  Etc. 

Those interviewees who had o r  were receiv ing technical  assi stance comnented 
favorably on it, though the  question o f  cost was c l e m l y  a b a r r i e r  f o r  some. 

Has the t r a i n i n g  and technical  assistance strategy been successful? The answer 
depends on the d e f i n i t i o n  o f  "success." Given the numbers who have taken 
courses i n  one year and the pos i t i ve  reactions presented above, i t  would be easy 
t o  say t h a t  the program has been a resounding success so far.  However, i n  terms 
o f  the EOP ta rge t  o f  1,000 SME managers "trained,' t h i s  would requi re 200 
"graduatesa per year. (Yhi le  the  l o g  frame f o r  t h i s  component does no t  define 
a " trained" entrepreneur, a  reading o f  the pro jec t  paper, as we l l  as the 
o r i g i n a l  AGG proposal, makes it. p l a i n  tha t  i t  re fe rs  t o  persons who have taken 
a cycle o f  courses and have received technical assistance). To date, on ly  46 o f  
the 1,760 persons trained have completed the t r a i n i n g  and technical assistance 
cyc le . 



CEDE management seems con f iden t  t h a t  w i t h  the populat ion o f  t ra inees who have 
taken one o r  more courses, they now have a " c r i t i c a l  mass" o f  persons who w i l l  
even tua l l y  complete the  cyc le ,  and they expect t o  meet p ro jec t  goals f o r  t h i s  
component. However, an ana lys is  o f  the  pa t t e rn  o f  p a r t i c i p a t i o n  i n  the t r a i n i n g  
and technica l  assistance program shows t h a t  the number e n r o l l  i n g  i n  addl t i o n a l  
courses a f t e r  the f i r s t  experience drops sharply. The fo l low ing  i s  a breakdown 
of the number o f  courses taken by the  t o t a l  pa r t i c i pan t  pool as o f  March 31, 
1990: 

No. o f  No. o f  
courses taken tra inees 

* Ind ica tes  t o t a l  number o f  
graduates. 

Given t h i s  pattern, and t h e  number o f  graduates t o  date, i t  i s  doubtfu l  t ha t  the  
goals o f  1,000 p a r t i c i p a n t s  who complete t he  t ra in ing/ technica l  assistance 
package w i l J  be reached by the  end o f  the  p ro jec t  a t  the cur rent  r a t e  o f  
graduation. I s  i t  important  t h a t  t h i s  goal be reached? One could argue t h a t  
on t h e  anecdotal evidence gained from the  above interviews, t he  t r a i n i n g  and 
technica l  assistance program as i t  c u r r e n t l y  funct ions appears t o  be meeting 
a d e f i n i t e  S#E need. Other t r a i n i n g  programs are ava i lab le  f o r  t h i s  group, but  
do no t  o f f e r  the qua1 i t y  o r  condi t ions t h a t  have made the  AGGLCEDE program 
a t t r a c t i v e  t o  many pa r t i c i pan ts .  It i s  apparently having a bene f i c i a l  impact 
on some o f  the enterpr ises represented, although t h a t  impact i s ,  f o r  the most 
pa r t ,  undocumented i n  q u a n t i f i a b l e  terms, except i n  a  m ino r i t y  o f  cases. I f  the  
program were t o  continue as i s ,  w i t h  pa r t i c i pan ts  tak ing  courses b u f f e t  s t y l e  
r a t h e r  than c o m i t t i n g  t o  a  t o t a l  program, CEDE might simply become one more 
t r a i n i n g  resource f o r  SMEs i n  Guatemala, a1 be i  t a h igh qua1 i t y  one. The program 
as o r i g i n a l l y  designed, however, and as described i n  the  p r o j e c t  paper, proposes 
a f a r  more ambitious goal, t h a t  o f  p rov id ing  a unique i n t e g r a l  support service 
t o  SMEs t o  ensure t h a t  they n o t  on ly  survive, but  f l ou r i sh .  

Addi t iona l ly ,  a  review o f  t h e  r a t e  o f  par t i c ipan ts  per month ind icates 
t h a t  t he  numbers have been dropping s ince November o f  l a s t  year. This may be a 
c y c l i c a l  phenomenon, as CEDE management be1 ieves i t  t o  be, i t  may r e f l e c t  the  
cur ren t  economic st  tuat ion,  which especial l y  impacts the SME, o r  i t  may ind ica te  
a  more serious problem. The t r end  w i l l  need t o  be c a r e f u l l y  monitored, and 
appropr iate cor rect ive act ions taken, i f  indicated. 



An impediment t o  e f f e c t i v e  pursu i t  of CEDE' s t r a i n i n g  and technical  assistance 
goal i s  the  f a c t  t h a t  there does not  appear t o  be a c l ea r  v i s i o n  a t  any s ta f f  
l e v e l  of what t h a t  goal i s  o r  should be, and consequently i t  i s  d i f f i c u l t  t o  
design an overarch i  ng strategy t o  achieve it. There i s  considerable questioning 
among s t a f f  o f  whether CEDE should o n l y  accept entrepreneurs, and then on ly  
those who are w i l l i n g  t o  comnit t o  t h e  t o t a l  package, o r  whether the ta rge t  
group should a l so  include managers o r  o ther  employees of SMEs; whether they 
should be al lowed t o  choose random courses according t o  t h e i r  immediate 
i n te res t s  o r  needs, without reference t o  t he  broader opt ion o f  t r a i n i n g  and 
technica l  assistance. The issue o f  whether technica l  assistance should be f ree,  
invo lve a cost ,  be given t o  a l l  comers o r  on ly  those who commit t o  the t o t a l  
package, e t c .  i s  s t i l l  unresolved. ( I n  cur ren t  p rac t i ce  anyone who takes a 
course can rece ive  technical assistance). 

A t  th2  same t ime CEDE i s  expending considerable energy, t ime and resources i n  
an anxious e f f o r t  t o  meet the p r o j e c t  l o g  frame ta rge t  numbers f o r  persons 
" t ra ined."  Technical assistance s t a f f  spends pa r t  o f  i t s  time c a l l i n g  former 
p a r t i c i p a n t s  u rg ing  them t o  take add i t i ona l  courses, a p rac t i ce  t h a t  cannot 
enhance t h e i r  professional  image, bu t  on a more important l eve l  begs the 
question o f  goal  c l a r i t y  and appropriateness o f  the  s t ra tegy f o r  t h i s  component. 

Manaaement o f  T r a i  n i  n~ and Technical Ass i  stance 

CEDE's a b i l i t y  t o  monitor, evaluate and improve the t r a i n i n g  and technical  
assistance component i s  ser iously hampered by t h e  l ack  o f  a t rack ing  and 
eva luat ion system. This has been p a r t i a l l y  due t o  a f i r s t  year emphasis on 
organiz ing and i n i t i a t i n g  the component, as we l l  as t o  the l ack  o f  a 
computer du r i ng  the f i r s t  year o f  operation, which made development and upkeep 
o f  a data base extremely d i f f i c u l t ,  although i nd i v i dua l  s t a f f  members have 
cont r ibuted t h e i r  own equipment and data processing systems from t ime t o  time. 
There have been periods, however, when data c o l l e c t i o n  has been ca r r i ed  out "by 
hand, paper and penc i l  ." A computer has f i n a l l y  a r r i ved  and i t s  i n s t a l l a t i o n  
i s  anxiously awaited by the s ta f f ,  s ince i t  i s  key t o  .a number o f  CEDE's current  
and proposed a c t i v i t i e s  . 
O f  greater  relevance, however, i s  t he  f a c t  t h a t  CEDE does no t  have an in tegrated 
system c u r r e n t l y  i n  place t o  not on ly  es tab l i sh  a data base, but  t o  monitor 
progress and evaluate t r a i n i ng  and techn ica l  assistance impacts. S t a f f  i s  
p a i n f u l l y  aware t h a t  t h i s  i s  needed, bu t  i s  not  c e r t a i n  how t o  
t o  develop such a system. 

A key CEDE s t a f f  member, and one who t o  a great  degree i s  responsible f o r  
CEDE's accomplishments during the past  year, i s  t h e  coordinator o f  t r a i n i n g  and 
technical  assistance. His responsi b i l  i t  i e s  have increased considerably since 
he came t o  CEDE i n  February o f  1989, i n  the  e f f o r t  t o  make the program a 
rea l  i ty. M i  t h  the  growth o f  tha t  program t o  i t s  cu r ren t  l eve l ,  however, i t  i s  
apparent t h a t  the  m u l t i p l e  r e s p o n s i b i l i t i e s  o f  the  coordinator 's pos i t i on  are 
c rea t ing  an organizat iona l  bott leneck and de t rac t ing  from e f f e c t i v e  management 
o f  t h i s  important  department. 



CONCLUSIONS 

. 1. AGG/CEDE has achieved a c red ib le  i n i t i a t i o n  o f  i t s  technical  assistance 
program, but i s  s t i l l  i n  an experimental mode, seeking t o  c l a r i f y  i t s  goals and 
t o  i d e n t i f y  a strategy tha t  w i l l  s u c c e s s f u ~ ~ y  meet the pro jec t  object ives and 
ensure post-project sus ta inab i l  i ty .  AGG has the opportunity t o  create i n  CEDE 
a unique entrepreneurship i n s t i t u t e  for  SHES i n  Guatemala. The concept i m p l i c i t  
i n  the o r i g ina l  design o f  the PED pro jec t  has not y e t  been f u l l y  real ized. 

2. The CEDE program i s  reaching SMEs, and a f a i r  number o f  the upper range 
o f  micro-entrepreneurs, suggesting tha t  i t s  potent ia l  may be wider than 
o r i g i n a l l y  targeted. It a1 so suggests tha t  possible 1 inkages should be explored 
wi th  USAID/Guatemal a's Informal Sector Hicro-Enterpri se program. 

3. CEDE'S organizational s t ruc ture  and i t s  management systems a t  the leve l  
o f  the t r a i n i n g  and technical  assistance program have not kept pace wi th  
program growth over the past year. .Both structure and systems, which might have 
been appropriate at  an e a r l i e r  phase, are no longer serving CEDE e f f i c i e n t l y  or  
e f fec t i ve l y .  

4. CEDE does not present ly  have the s t a f f  capacity t o  develop, unaided, 
an urgently-needed t rack ing and evaluation system f o r  i t s  t r a i n i n g  and technical 
assistance program, and should be provided wi th  short -term external assistance 
t o  develop one. 

RECOMMENDATIONS 

CEDE i s  going through organizat ional  growing pains and needs help i n  determining 
what and where i t  wants t o  be "when i t  grows up," as wel l  as the best route(s) 
f o r  ge t t i ng  there. A number o f  technical ass! stance in tervent ions are 
therefore recommended: 

A team o f  experts i n  entrepreneurial education and development 
t o  conduct an inventory and content analysis o f  CEDE'S courses 
and technical assistance services, t o  determine the re1 a t  ionship 
between the t r a i n i n g  and services being delivered, and the 
pr iva te  rec tor  program outputs. 

The recomnended technical  assistance would include two expert 
consultants f o r  approximately 32 da;ys: 3 days o f  corporate 
staging i n  the U.S., 24 days i n  country, and f i v e  days o f  repo r t  
wr i t ing .  Outputs f o r  the  consu1t;ltion would be a w r i t t e n  
analysis, evaluat ion and recomnendations f o r  modi f i c a t i o n  o f  
CEDE'S program, presented t o  CEDE and the PMU. 

When the above consul t a t i o n  i s  completed, a second one shoula be 
provided t o  ass i s t  CEDE i n  determining the entrepreneuri a1 pool 
t o  be targeted, and t o  then develop a market penetrat ion 
strategy. 

CEDE should be provided w i th  short-term technical assistance t o  
he1 p i t  develop a tracking, moni torimg and evaluation system f o r  
i t s  t r a i n i n g  and technical  assistance program. While t h i s  
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(2) 

FINDINGS 

system w i l l  need t o  re la te  t o  the HIS, i t  need not wait f o r  the 
l a t t e r  system t o  be 'on l i n e "  i n  order t o  be designed and 
imp1 emented . 
CEDE'S t r a i n i n g  and technical assistance section should be 
reorganized, separating some funct ions from the coordinator's 
current over-loaded responsi b i  1 i t i e s ,  and delegating others t o  
competent subordinates. 

AGG should review a11 output targets r e l a t i n g  t o  i t s  por t ion o f  
the PED w i t h  A.1.L). f o r  t h e i r  current  relevance and contributilon 
t o  p ro jec t  purposes and goals, modifying them as indicated, 
This process should take place a f t e r  Recomnendations 1 and 2, 
above, have been completed. 

AG6 develops a t r s l n l n g  r e f e r r a l  serv ice t o  provide 1,000 
SME managers a d  technical s t a f f  with t r a i n i n g  from AGG and 
other Guatemal an orgcnlzations . 

AGG has not ye t  developed a t ra in ing  r e f e r r a l  service, but can eas i l y  do so once 
i t s  SME information network i s  establ ished, (see below), 

(3) AGG ass is ts  outside groups In  the development o f  a t  least  
three addl t i o n a l  t r a i n i n g  program ava i l  able i n  Guatemala, 
bene f i t t i ng  200 people within f i v e  years. 

FINDINGS 

CEDE has begun t o  explore expansion o f  i t s  program t o  "Guatemala 11," o r  the 
i n t e r i o r  o f  the country. A market study to.determine the f e a s i b i l i t y  o f  such 
an expansion, comnissioned by CEDE, has recent ly  been completed, and 
implementation o f  the expansion i s  included i n  CEDE'S 1990 Action Plan, as i s  
devel opment and del  i v e r y  o f  speci a1 t ra in1  ng f o r  speci fdc ptofessional groups, 
e.g. the Guatemalan Tour is t  Association. The study Indicated a potent ia l  market 
f o r  CEDE'S services i n  the  i n t e r i o r  o f  the country, supported by the prest ige 
o f  AGG1s name, a t  the same time that  i t  showed no need for* CEDE t o  establ ish any 
"regional " centers. I t  can easi ly  implement i t s  expansion program through 
col  1 aborat-Ion w i th  l o c a l  chambers o f  commerce, 
special ized g u i l d  associations, etc., where, again, AGG1s prestige i s  s u f f i c i e n t  
t o  ensure collaboration. 

The development o f  special ized programs f o r  spec i f i c  groups presents 
opportuni t ies f o r  CEDE t o  expand i t s  SME t r a i n i n g  and technical assistance 
program, and f i n e  tune i t t o  the needs o f  a given SME sector. The planned 
p ro jec t  f o r  the Guatemalan Tourist  Association i s  apparently the resu l t  o f  
i n t e r e s t  on the pa r t  o f  the l a t t e r  group i n  CEDE'S services. When a member o f  
the evaluation team inquired as t o  whether t h i s  association represents CEDE'S 
SME target  group, the rep l y  was af f i rmat ive.  



CONCLUSIONS 

1. CEDE'S expansion plans a t  t h i s  stage appear t o  r e s u l t  more from the 
need t o  meet PED program requirements than as a natura l  progression o f  i t s  
growth and development. W e n  the basic issues ra ised e a r l i e r  i n  t h i s  
assessment, i .e. the need t o  c l a r i f y  goals, focus and st rategies,  as wel l  as t o  
strengthen management of i t s  current  program, any major expansion a t  t h i s  point ,  
before i t s  primary program i s  consol idated, w i l l  place undue burdens on a young 
i n s t i t u t i o n ,  and may well jeopardize gains made t o  date. 

RECOHHENDATI ONS 

2. CEDE should proceed slowly w i th  implementation o f  i t s  expansion 
a c t i v i t i e s ,  poss ib ly  postponing them u n t i l  i t  consolidates i t s  basic program i n  
Guatemal a City and strengthens i t s  organizational s t ructures and management 
systems. 

B e  POLICY DIALOGUE 

(1) An SME pol i c y  d i  a1 ogue agenda i s developed. 

(2) Formal arrangements f o r  presentation o f  an SHE agenda t o  
the 60G are established. 

(3) Bet te r  comnuni cat  i ons between SHES and 1 arger -scal e 
busi ness interests, p a r t i c u l  a r l  y the f inanci a1 c m u n i  ty, 
are establ i shed. 

FINDINGS 

To date there has been 1 i t t l e  o r  no movement i n  the area o f  pol  i c y  dialogue on 
the p a r t  o f  AGG, except through i t s  re la t ionsh ip  w i th  the  CAEM r o l e  i n  the 
1 arger p ro jec t ,  nor does i t  appear t o  have much enthusiasm f o r  an independent 
r o l e  i n  t h i s  area. The issue o f  whether i t  5hould have a r o l e  and what tha t  
r o l e  should be can be approached from two perspectives: 

1. Given the  fact  t ha t  AGG has, through i t s  sub-agreement w i th  the PED 
program, comni t t e d  t o  promote the development o f  the SHE sector, it should be 
the l o g i c a l  voice t o  represent and advocate f o r  SHE p o l i c y  and regulatory 
changes with respect t o  the GOG, w i t h i n  the  ?ED program, as wel l  as promote 
interchange w i t h  large pr ivate sector in terests .  I f  t h i s  i s  accepted, however, 
i t  can be argued tha t  CAEH has been assigned the r o l e  as lead agency f o r  po l i cy  
dialogue and lobbying wi th  the GOG w i t h i n  the PED program, tha t  the pr iva te  
sector should speak wi th  one voice i n  t h i s  regard, and t h a t  voice should be 
CAEM's, nourished by inputs from the other implementing p r i v a t e  sector agencies, 
i.e. AGG and Gremial. Within t h i s  scenario, AGG can very wel l  f u l f i l 1  i t s  
comitment by establ ishing a special SME constituency sect ion w i th in  AGG, o r  
more d i r e c t l y  i n  CEDE (see below), and tak ing the views and needs o f  the SHE 
sector, as they evolve from t h i s  section, t o  CAEU, through ac t i ve  pa r t i c i pa t i on  
i n  the Consejo Consultativo and other j o i n t  a c t i v i t i e s  under PED. This has not 
ye t  happened. 



2. There i s  a basic issue here, however, and that  i s ,  does AGG fee l  
comfortable being i d e n t i f i e d  as an advocate f o r  SME's, i n  view o f  i t s  
t r a d i t i o n a l  1 arge business sector membership base? The pro jec t  paper i tse l  f 
recognizes that  the in te res ts  of the two sectors are not necessari ly convergent. 
There may be an inherent contradict ion i n  expecting AGG t o  represent both 
sectors. AGG may not, i n  spf te  of honest intent ions, be able t o  do t h i s  
e f fec t ive ly ,  or want t o  do i t  a t  a l l .  I t s  performance t o  date i n  the area o f  
po l i cy  dialogue i n i t i a t i v e s  would seem t o  ind ica te  the l a t t e r  a l te rna t ive .  O r  
i t may be tha t  the f i r s t - y e a r  ef for t  t o  implement the t r a i n i n g  and technical 
assistance program relegated po l i cy  dialogue t o  a second p r i o r i t y ,  and that  i t  
w i l l  be implemented i n  the future. I t  i s  not however indicated i n  the AGG/CEDE 
1990 work plan. 

In terest ing ly ,  among CEDE'S plans i s  the formatian o f  an "alumni" group o f  
par t ic ipants i n  i t s  t r a i n i n g  and technical assistance program, f o r  which formal 
and informal a c t i v i  ties/events would be organized i n  support o f  the program (see 
Section "C*, below). A number o f  par t i c ipants  interviewed by the evaluation 
team expressed great i n te res t  i n  the development o f  such a group, the outgrowth 
of strong i d e n t i f i c a t i o n  w i t h  CEDE tha t  was observed among the interviewees, and 
presumably representative o f  the many othei CEDE "alumnae." Such a group could 
form the basis o f  an SME constituency sect ion as envisioned i n  the pro ject  
design. 

CONCLUSIONS 

1. The prospect o f  developing a more i n teg ra l  re la t ionsh ip  w i t h  the SME 
sector undoubtedly challenges the AGG t o  break new gr~und,  and move I n t o  what, 
for it, i s  comparatively uncharted t e r r i t o r y .  The PED program has, i n  fact ,  
required changes i n  many o f  the component agencies, and change generally 
provokes some leve l  o f  uncertainty and discomfort. The AGG must be credi ted 
w i th  moving impressively ahead wi th  i n i t i a t i n g  an important por t ion  o f  i t s  
commitment t o  the SME sector. It i s  understandable i f  other par ts  o f  the 
o r i g ina l  comni tment are proving less  amenable t o  implementation, a t  leas t  from 
AGG's vikwpoint. 

RECOMMENDATION 

1. Thi! PMU should have a frank review o f  the po l i cy  dialogue issue w i th  
AGG t o  determine AGG's pos i t ion  on the matter, as wel l  as a1 ternat ives f o r  
ensuring representation o f  SHE in terests  i n  pol  i c y  dialogue w i th  the GOG and 
w i t h i n  the pr iva te  sector. 

C. INSTITUTION BUILDING 

Establishment o f  an ME section within A66 as a constituency 
organization f o r  SnEs, which w i l l :  

(1) support CAOn In  pol I c y  dialogue w l  th goverruaent and la rger  
p r iva te  sector organ1 zatlons; 

(2) operate an Jnformatlon network f o r  SHES; and 

(3) provide other const i tuent services t o  SHE w b e r s h i p .  



FINDINGS 

(1 )  As already noted, AGG has not  established a separate constituency 
section f o r  SMEs. It cur ren t ly  plans t h a t  CEDE 'graduates" w i  11 become members 
o f  AGG, and w i l l  bene f i t  from i t s  general services, mingl ing w i th  AGG's 
t r a d i t i o n a l  medium t o  large business managers. As also previously noted i n  
Section B, the proposed "alumnin group o f  CEDE's t r a i n i n g  and technical 
assistance program could form the nucleus o f  an SHE constituency section, since 
"graduates" and other par t ic ipants already tend t o  see CEDE as ca ter ing  t o  t h e i r  
special needs and in terests .  - 

(2 )  CEDE expects t o  formal ly i n i t i a t e  i t s  data base and information network 
system as soon as i t s  computer i s  i ns ta l l ed ,  hopeful ly by the second quarter o f  
1990. The system w i l l  also act as an adjunct t o  CEDE's resource service f o r  
program par t ic ipants.  I n  addi t i o n  t o  the  information network, a newsletter 
d i rected t o  CEDE par t i c ipants  and alumni i s  planned. 

(3) CEDE i s  also planning a ser ies o f  special events f o r  trainees and 
a1 umni w i th in  the context o f  the group described i n  (1 )  above, and hopes t o  add 
services as par t i c ipants  i d e n t i f y  i n te res ts  and needs 

CONCLUSIONS 

1. AGG has a number o f  a t t rac t i ve  opt ions f o r  broadening services t o  i t s  
SME c l i e n t  group, making CEDE a t r u e  SME "center." As these options are 
operational ized, they w i l l  require add i t iona l  s ta f f .  Cer ta in ly  an "alumni" 
center, even i f  i t does not become a formal "constituency section, "has enough 
poten t ia l  f o r  strengthening the CEDE program tha t  i t w i l l  mer i t  spec i f i c  s t a f f  
t o  manage it. 

RECOMMENDATIONS 

1. CEDE should proceed t o  develop the a n c i l l a r y  services ca l led  f o r  i n  the 
pro jec t  paper. 

GENERAL CONSIDERATIONS 

The PED Advisor 

The r o l e  o f  the BED Advisor i n  AGG/CEDE i s  t o  provide technical assistance and 
guidance f o r  the SME component as a whole, inc lud ing c r o s s - f e r t i l  i z a t i o n  e f f o r t s  
w i th  other components o f  the PED. The incumbent has had experience i n  the SME - 
area and has the background t o  make a construct ive contr ibut ion t o  the CEDE - 
program. The perception o f  h i s  r o l e  i n  AGG, however, i s  p r i n c i p a l l y  tha t  o f  
A. I .D. 's representative, a necessary i f not  p a r t i c u l a r l y  appreciated adjunct 
tha t  i s  a condit ion o f  AGGts p a r t i c i p a t i o n  i n  the PED program. Under the 
c i  rcumstances the e f f e c t  i vcmss o f  the PED advi sor has 
been circumscribed. The advisor has t r i e d  t o  make the best o f  an imperfect 
s i tuat ion,  making those contributions t h a t  are possible, many o f  them, indeed, 
qu i te  useful, but the f u l  O potent ial  o f  the  PED advisor's r o l e  i s  not being 
rea l  i zed. 



CONCLUSIONS 

1. The long-term, PED adv iso r ' s  r o l e  i s  a  de l  i c a t e  and sometimes d i f f i c u l t  
one. The advisor i s  i n  a  sense serv ing two c l i e n t s ,  A. I.D. and the p r i v a t e  
sec to r  agency t o  which he i s  attached, and must walk a  f i n e  but c l e a r  1  ine i n  
order t o  serve both e f f e c t i v e l y .  I n  such a  s i t u a t i o n  i t  i s  r e l a t i v e l y  easy f o r  
perceptions t o  become d i s to r t ed ,  p a r t i c u l a r l y  i n  the  context  o f  the p r i v a t e  
sector  agency, where the adv isor  i s  located and should have most impact. 
Success depends on c l a r i t y  of expectat ions and guide1 i nes f o r  t h e i r  
implementation mutua l ly  a r r i v e d  a t  e a r l y  i n  the  re1  a t  ionship,  and reviewed 
p e r i o d i c a l l y  t o  confirm t h e i r  cont inued usefulness o r  the need f o r  modi f ica t ion.  
I n  the  case of AGG/CEDE t h i s  does no t  appear t o  have happened. 

RECOMMENDATIONS 

1. The r o l e  o f  the PED adv isor  attached t o  AGG/CEDE should be c l a r i f i e d ,  
w i t h  the assistance o f  the PMU, t o  the  mutual agreement and s a t i s f a c t i o n  o f  a l l  
concerned. 

Sustai  nab1 1 i t y  

The question o f  whether CEDE can be se l f - sus ta in ing  i n  the long term depends t o  
a  great  ex tent  on whether i t  can prov ide the k ind o f  serv ices t h a t  w i l l  b r i n g  
s u f f i c i e n t  SMEs t o  i t s  door t o  a l l ow  i t  t o  funct ion w i t h  l i t t l e  o r  no subsidy. 
It i s  doubt fu l  t h a t  i t s  present s t ra tegy  can be s e l f  sustain ing,  s ince the 
cost  o f  operations, once the  A. 1 ,a. subsidy i s  no longer  a v a i l  able, w i l l  remove 
an important a t t r a c t i o n  f o r  man) of t he  cur rent  c lass  o f  t ra inees.  (Most o f  the 
t ra inees are a t tend ing CEDE classes a t  the subsidized ra te ) .  While the t r u s t  
fund t h a t  has been created w i l l  cushion the pos t -p ro jec t  shock t o  a  c e r t a i n  
extent, i t  i s  not  r e a l  i s t i c  t o  expect t h a t  i t  w i l l  sus ta in  CEDE f o r  very long. 

It may be t h a t  the  type of program envisioned f o r  CEDE can no t  be t o t a l l y  
se l f -susta in ing,  g iven i t s  t a r g e t  group. The answer requ i res  an exp lo ra t ion  
beyond the scope o f  t he  present evaluat ion.  However i f  CEDE can be developed 
i n t o  an e f f e c t i v e  entrepreneur i  a1 i n s t i t u t e ,  and can demonstrate a c red ib l e  
t r a c k  record i n  t h i s  area, i t  should have l i t t l e  d i f f i c u l t y  i n  a t t r a c t i n g  
support from other  i n t e rna t i ona l  donors. The PED adv isor  has been making 
informal  exp lora t ions i n  t h i s  regard and has received ind ica t ions  o f  i n t e r e s t  
from the EEC as we l l  as the  Netherlands I n s t i t u t e  f o r  Management Development, 
RVB. Other p o t e n t i a l  donors can undoubtedly be i d e n t i  f i ed .  

RECOMMENDATIONS 
s 

1. A study should be i n i t i a t e d  t o  determine the  long-term susta inab i l  i t y  
f o r  the CEDE, based on the experience t o  date, and a review o f  the  experience 
o f  o ther  entrepreneurship t r a i n i n g  model s, e.g. t he  Carvajal program i n  
Colombia, etc., i n  order t o  i d e n t i f y  s t ra teg ies t o  ensure t h a t  the program w i l l  
continue a f t e r  PED. 



I V .  EXPORT DEVELOPMENT 

This segment of the PED p r o j e c t  has as i t s  ob jec t i ve  the broad s t imu la t ion  o f  
the expor t  sector  i n  Guatemala, through improvements i n  1) condi t ions i n  the 
country a f f e c t i n g  exports, 2) ex terna l  market access, and 3)  i n t e r n a l  problems 
o f  en te rp r i  ses. To support these improvements assistance was provided t o  three 
organizat ions : the Gremi a1 , CAEM and the  HOE/CONAPEX. 

: 

These th ree  organizations i n t e r a c t  a t  d i f f e r e n t  1 eve1 s w i th  the economic actors 
o f  Guatemala. The Gremi a1 i s  a grassroots organizat ion,  which maintains c lose 
member contact  through i t s  sector  s p e c i f i c  Comi siones. It provides services 
d i r e c t l y  t o  businesses and acts t o  aggregate t h e i r  opinions and voice them 
through i t s  S t ra teg ic  Uni t .  CAEM, wh i le  t e c h n i c a l l y  a "chamber o f  chambers", 
has i n  p r a c t i c e  functioned as a t h i n k  tank/ lobbying organization. It i s  a 
source o f  provocat ive comment i n  pub l i c  p o l i c y  debates and an e f f e c t i v e  
ombudsman f o r  the  i n te res t s  o f  the  p r i v a t e  sector.  F ina l l y ,  CONAPEX (which 
incorporates both Gremial and CAEM along w i t h  o ther  government and p r i va te  
sector actors)  i s  the arena i n  which pub1 i c  po l  i c y  debates f i n d  t h e i r  reso lu t ion  
and ac t i on  i s  decided upon. The grassroot inpu t  o f  Gremial , together w i t h  the 
commentary of CAEM are tempered by the r e a l  i ty o f  government i n  Guatemala. 

A. GREMIAL 

1. OBJECTIVE: The Gremial has comnitted t o  perform the fa l low ing  funct ions:  
1) develop and promote products so as t o  increase exports o f  non- t rad i t iona l  
products, and 2) negot iate i n  con junct ion w i t h  CAEM t o  obta in  p o l i c y  and 
s t ra tegy  reforms which w i l l  provide incent ives t o  exporters o f  non- t rad i  t i ona l  
products. The Gremial agreed t o  produce the  f o l l ow ing  spec i f i c  outputs: 

a. Export expansion i n  18 targeted product areas 

b. Improved export performance by 400 f i rms  

c. Ef fect iveness o f  Gremial i n  tech support improved 

d. Gu i ld  income r a i s i n g  capac i ty  improved 

2. FINDINGS: The Gremial addresses the two funct ions noted above through i t s  
Operational U n i t  and i t s  Strategy Un i t .  

The Gremial serves the  needs o f  i t s  members through a mat r i x  s t ructure.  A l l  
members p a r t i c i p a t e  i n  one o f  the f i v e  comni ssions (Agr icu l ture ,  Furni  ture/Wood 
Products, Assembly, Manufacturing , and Aquaculture) , and each c o m i  ss i  on can 
draw upon spec ia l  i zed assistance from the func t iona l  un i t s  (Promotion, Tra in ing 
and Technical Assistance, Information, and Projects) .  Each commission i s  

- ass i  sted w i t h  i n  the Gremial by a Coordinator, who provides support, conducts 
research, coordinates meetings, and arranges f o r  the necessary assistance from 
Gremi a1 ' s f unct i ona1 un i ts .  



PED support has made i t  poss ib le  t o  expand and strengthen the  scope o f  
operations of the  comnissions and func t iona l  u n i t s  through the  con t rac t ing  of 
experts t o  prov ide targeted techn ica l  assistance, h i r i n g  o f  l o c a l  consultants, 
f e a s i b i l i t y  s tud ies f o r  new products and techniques, and p a r t i c i p a t i o n  i n  t rade 
shows (domest ica l ly  and i n t e r n a t i o n a l l y ) .  The funds spent i n  these e f f o r t s  are 
h igh l y  e f f e c t i v e  because they can be programed qu ick ly  t o  respond t o  the needs 
a r t i c u l a t e d  by the c o n i s s i o n  members. 

I n  addl t i o n  t o  t h i s  sector targeted support, PED funds a1 so support three major 
programs d l  scussed below. These programs are the Commerci a1 Attaches, the I 
Transport Rate Negot iator  (discussed under St ra teg ic  Un i t )  and t h e  Demand 
Analysis Study (by Ernst & Young, dJscussed under the PED advisor) .  

One measure of t he  success o f  Gremial (and the PED p r o j e c t )  i s  t h a t  i t s  
membership has increased from 400, when t h e  PED pro jec t  was i n  t h e  PP stage, t o  
a present t o t a l  o f  700. O f  t h i s  number, over h a l f  are members of non- 
a g r i c u l t u r a l  commissions (see Figures 1 and 2). 

FIGURE 1 

GREHIAL MEMBERSHIP, BY COMMISSION 

COMI SS ION MEMBERS 

'. Agr i cu l tu re  250 
Furni ture/Wood Product 50 
Assembly 200 
Manufacturing 150 
Aquacul t u r e  50 

Source: In te rv iew w i t h  David Almengor, 
GREHIAL. 

1) r c i a l  Attaches. The Gremial has respons ib i l i t y  f o r  coord inat ing 
6 comnerc!%?attaches (New York, Uashington, H i  ami , Los Angel es, Hamburg and 
Mexico) who should a l l  be i n  place by mid-1990. The attaches w i l l  be j o i n t l y  
paid by Gremlal and the  606, and w i l l  enjoy dip lomat ic status.  Gremial's 
po r t i on  w i l l  be pa id  w i th  funding from PED; a f t e r  three years the  GOG w i l l  take 
over f u l l  support. The pub1 i c / p r i v a t e  cooperation w i t h  respect t o  f i e l d  
representat ives began i n  CONAPEX. 

PED support has been key here, f a c i l i t a t i n g  the dialogue w i t h i n  CONAPEX which 
lead t o  t h i s  cooperation, i n  add i t i on  t o  t h e  d i r e c t  support o f  t h e  attaches. 

2) Attendance a t  several Comisfones and s i t e  v i s i t s  t o  member f ac to r i es  
demonstrated t h a t  Gremial i s  f u l f i l l i n g  i t s  goals i n  the areas notpd above. I t  
i s  i n t e r e s t i n g  t h a t  several pa r t i c i pan ts  are not  cu r ren t l y  expor t ing (and some 
are no t  even i n  operation); they have a f f i l i a t e d  w i th  the Gremial t o  he lp  then 
achieve these goal s . 



GRENIAL's Comnissions 

Agr i  cu l  t u re  

Furn i  ture/Wood Products 

Assembly 

M a n u f x t u r i  ng 

Aquacul t u r e  

b. St ra teq ic  U n i t  

FIGURE 2 

GREHIAL' S MEMBER SERVICE MTRIX 

Works t o  t ransmit  the po l  i c y  concerns o f  members i n t o  ac t ion  e i t h e r  through 
consu l ta t ion  w i t h  the  pub l i c  sector  o r  through d i r e c t  act ion:  

GREHIAL FUNCTIONAL AREAS 

1) NAP N Gremial pa r t i c i pa tes  d i r e c t l y  i n  CONACOEX as a 
member andC!ndi:",:i'I,"!",E!bNAPEX through CAEN - see sect ion I .C .  f o r  f u r t h e r  
discussion. 

PROMOTION 

2)  T r a n s ~ o r t  Neaot iat inq Office. This e f f o r t  w i t h i n  Gremial had as i t s  
i n i  t i  a1 scope negot ia t ions w i t h  shipping conferences t o  obta in  more favorable 
r a t e s  f o r  Guatemalan shipments. This has been accompl i shed. Gremial i s  working 
on three f u r t he r  t ranspor t  i n i t i a t i v e s ,  which have the added benef i t  o f  being 
able t o  provide an income stream t o  Gremial: 

Operation o f  an export warehouse a t  La Aurora a i r p o r t  - 
scheduled t o  begin operat ion shor t ly .  

Development o f  a  f r e i g h t  consol i d a t i o n  cen te r  t o  provide service 
f o r  Puerto de Santo Tomas - under study. 

PROJECTS TRAINING 

Oevelopment o f  a  concession t o  operate two piers,  a  warehouse 
and a crane w i t h i n  the Puerto de Santo Tomas - under study. 

I N F O R H A T I O N  

c. The PED advisor 

Gerry Lamberty, jo ined  Gremial l a t e  i n  1989, and i s  j u s t  now beginning t o  get  
se t t led .  Gremial does a very good job  o f  g i v i ng  i t s  sen ior  managers substant ia l  
autonomy, and Lamberty has s i m i l a r l y  been given treedom t o  b u i l d  a niche f o r  
himsel f. 



One o f  the  maJor ro l es  taken on i s  the spec i f ica t ion,  con t rac t ing  and 
coord inat ing o f  short- term ccnsul tants .  The major ac t i ve  cont ract  i s  w i t h  Enrst 
& Young t o  research spec i f i c  sectors of supply i n  the Guatemalan economy and 
demand i n  the U.S. economy, and then match spec i f i c  f i rms w i t h  buyers/Joint 
venture partners. 

Another task  taken on by the  advisor ( i n  conjunct ion w i t h  t he  Execut.Jve 
D i rec to r )  i s  the reso lu t i on  o f  a d i f f i c u l t  procedural mat te r  concerning 
wi thhold ing t a x  payable by consul tants h i  red by t he  counterparts. The r e s u l t  
has been t h a t  Gremial has had t o  delay o r  reprogram several consul tancies (e.g., 
the Ernst  & Young work noted above) whi le  t h i s  issue i s  resolved. It i s  
f r u s t r a t i n g  t o  note t h a t  the qua1 i ty o f  Gremial 's managanent i s  responsible f o r  
t h i s  holdup whi le  o ther  counterparts (eg, CAEH) are proceeding w i t h  contracts.  
The problem l i e s  i n  an opinion which Gremiai has received from t h e i r  accountants 
i nd i ca t i ng  t h a t  they must wi thhold  tax. The others, who are presumably subject 
t o  t he  same t a x  code have simply chosen t o  ignore t h i s  issue. 

Because o f  h i s  short  t ime w i t h  the pro ject ,  i t  i s  d i f f i c u l t  t o  evaluate impact 
o r  ef fect iveness.  However, based on the  good working re1 a t ionsh i  ps which appear 
t o  be i n  p lace and the ea r l y  progress i n  p ro jec t  areas t h i s  should be an 
e f f e c t i v e  consul tancy. 

d. A s p e c i f i c  concern mentioned separately by both the Executive D i rec to r  
and the PED Advisor i s  the manaaement s t ruc tu re  of the ~ ro . iea .  The present 
management s t ructure,  which combines a semi - funct ioning PMU and d i r e c t  access 
t o  A. I .D. f o r  assistance i n  reso lv ing  d i f f i c u l t i e s  was seen as cumbersome, but  
workable. The ProExAg management s t ruc tu re  was prsposed f o r  i t s  e f f i c iency .  
There was concern t h a t  a strengthened PMU i n  the  PED p ro jec t  would put  them 
f u r t h e r  ou t  o f  a d i r e c t  loop w i t h  A. I.D., and complicate t h e i r  admin is t ra t i ve  
process. 

The vehemence o f  t h i s  concern, coming as i t  d i d  from two o f  the most e f f e c t i v e  
managers a t  the  best  managed pa r t i c i pan t  i n  the PED pro ject ,  impressed t h i s  
eval uator.  

e. P y a n t i t a t i v e  Prowess Toward PED O u t ~ u t s  

x The 18 targeted,  areas 
referFeio,r,' h K %  %n%id"i ~1"Z,"~~~dgrY~~!~~~a~rPe,%ucts. I n f o m a t  i on manuals 
on growing, processing and export ing these products have been prepared and 
d i s t r i b u t e d  t o  in terested farmers. A se lec t ion  o f  8 o f  these have been selected 
f o r  f u r t h e r  fo l low-up based on member response. Timely export  data have been 
d i f f i c u l t  t o  obta in  i n  Guatemala. The Ventan i l l a  Unica de Exportaciones (using 
PED support f o r  i t s  computer system) i s  now producing current  s t a t i s t i c s .  The 
t ab le  below shows the  export performance o f  several areas where Gremial i s  
working. O f  p a r t i c u l a r  i n te res t  i s  the s i x - f o l d  increase i n  f u r n i t u r e  exports 
and the  t h ree - fo l d  increase i n  maquila exports. 



FIGURE 4 

EXPORT PERFORMANCE OF SELECTED 
NON-TRADITI ONAL EXPORTS (IN US$ HI LLIONS) 

AJONJOL I 11.46 10.15 11.93 12.48 
( AJONJOL I ) 
(ARVEJA CHINA) 

CAM, PESC & LANG 10.91 9.14 8.06 12.86 
(CAMARON) 
(MAR1 SCOS) 

TOTAL 

FLR, PLNT, RCS & SEM 10.79 10.43 9.11 11.3 
( FLORES ) 
( PLANTAS) 
(SEM DE FLORES) 

TOTAL 

FRUTAS Y PREP . 2.24 3.25 6.08 11.65 
( FRUTOS) 
(MAQU I LA) 
(MUEBLES DE MAD) 

Source: L e f t  margin: BANCO DE GUATEMALA 
I n  parens: VENTANILLA UNICA DE EX 

Jm~roved e x ~ o r t  ~erformance bv 400 f irms. Based on the s t a t i s t i c s  ( i n  the 
tab le  above) and the growth of Gremial membership i t  appears t h a t  there has been 
an improvement i n  the export performance o f  Gremi a1 members. Quant i t a t  i ve 
v e r i f i c a t i o n  a t  the f irm leve l  was beyond the scope o f  t h i s  evaluation. One o f  
the recomnendations i s  t o  undertake a base1 ine study which w i l l  provide data f o r  
making t h i s  measurement over the long term. 

Effectiveness o f  Gremial i n  tech suoport i ~ r o v e d .  The resources f o r  
technical support provided under PED have been targeted as described under the 
Operational Un i t  section o f  t h i s  chapter, This d i r e c t  programming o f  support 
v i a  Comnissions i s  h igh ly  e f fec t i ve  because i t  can focus on s e l f  defined needs 
o f  businesses and i t  can be acted on quickly.  

Fui  l d  income ra is ina  c a ~ a c i  t v  iqproved. Gremial has made progress toward 
t h i s  goal i n  two ways. F i r s t ,  i t s  increase i n  membership provides an almost 
doubled base o f  support w i th in  the Guatemalan business comnuni ty, Second, the 
three pro jects  noted under the discussion o f  the Transport Negotiat ing O f f  ice 



o f f e r  equ i t y  pos i t i ons  t o  G r  
t o  be produced i n  these p r o j  

3. RECOMHENDATIONS: 

emial. There i s  po ten t l a  
iects. 

11 f o r  substant ia l  revenue 

Increase Fundinq fo r  Transoort A c t i v i t i e s  - Due t o  the 
enlarged scope of these a c t i v i t i e s  (see d iscuss ion above under 
S t ra teg i c  Uni t ) ,  Gremial i s  l ook ing  f o r  add i t i ona l  funds t o  
support f eas i  b i  1  i t y  studies, and p o t e n t i  a1 l y  development o f  the 
three p ro j ec t s  i den t i f i ed .  Support i s  s t r ong l y  recomnended. 

Proceed Cautious1 v  w i t h  Develo~ment . Of t he  three t ranspor t  
pro jec ts ,  Gremial i s  an independent e n t i t y ,  and has the u l t ima te  
respons ib i l  i t y  t o  proceed o r  no t  w i t h  these p ro jec ts .  The three 
p ro j ec t s  (a warehouse a t  La Aurora A i r po r t ,  a  f r e i g h t  
consol i d a t i o n  center  near Santo Tomas, and a p o r t  concession 
ins ide  Santo Tomas) are a l l  major a c t i v i t i e s  i n  t h e i r  on r i g h t .  
Gremial has good advice on these matters through t h e i r  t ranspor t  
consul tant .  A.I.D.'s r o l e  should be t o  counc i l  caution, and 
urge a  phased r a t h e r  than simultaneous development o f  these 
pro jec ts .  

Undertake a Basel i ne  Survev o f  Economic Performance a t  the Firm 
Level .  The u l t ima te  i n d i c a t o r  o f  t he  PEO program's success i s  
whether t he  p r i v a t e  sector  i s  h e a l t h i e r  ( i e ,  are there more 
f i rms  making more p r o f i t s ? ) .  Th is  i n d i c a t o r  can on ly  be 
measured by a t ime ser ies  o f  data over a  minimum f i v e  t o  t en  
year per iod.  Even a t  f i v e  years the  c e t e r i s  p a r i  bus assumption 
predominates so s t rong ly  so as t o  render any judgements merely 
q u a l i t a t i v e  - i .e., you can say t he  expor t  sector  improved o r  
d i d  not, b u t  any attempt t o  t i e  p r o j e c t  i npu t s  t o  r e s u l t s  on a  
q u a n t i t a t i v e  basis i s  hopelessly overshadowed by noise. Th is  
survey cou ld  be undertaken equal ly  w e l l  by e i t h e r  Gremial o r  
CAEM. 

1. OBJECTIVE: CAEM has committed t o  establ  i s h  and admin is ter  an FTPF Investors  
Service Center which w i l l :  

a. Provide support services t o  investors ,  such as o r i en ta t i on  
mater ia ls ,  seminars and domestic and i n t e r n a t i o n a l  promot i o n  

b. D i r e c t  preinvestment services, i nc l ud ing  analysis, par tner  
matching, general marketing assistance, and network development 

c. Provide ombudsman/troubl e-shooting se rv ices  on customs 
procedures, work v i  sa approval s, and i n v e s t o r  responses t o  FTPF 
a c t i v i t i e s  

d. Research, develop and promote an FTPF s t ra tegy  



e. A1 though not . sped  f i c a l  l y  committed i n  the Cooperative 
Agreement, the PP ant ic ipated passage o f  Free Zone and Maquil a 
1 egi  s l  at ion, improved customs procedures, 10 semi nars/workshops 
organized, and the establ  ishment of 1 Free Zone w i th  2 more i n  
advanced negot ia t ion stage 

CAEM has played an instrumental r o l e  i n  the fo l lowing tasks: 

a. Free Zone and Maauila l ea i s la t i on ,  along w i th  implementing 
regulat ions, have been passed. 

CAEH and the PED pro jec t  have played a c r i t i c a l  r o l e  i n  shaping 
the d ra f t i ng  and passage of t h i s  l eg i s la t i on .  Under a PED 
consultancy, The Services Group (a US f i rm)  organized a 2-week 
program comprised o f  a one week s i t e  v i s i t  t o  f ree  zones i n  the 
Dominican Republic, and a one week workshop i n  Guatemala. The 
workshop anaiyzed f ree  zone l e g i s l a t i o n  from d i f f e r e n t  countries 
and produced a t  the end a d r a f t  f ree zone law f o r  Guatemala. 

S t i l l  t o  be accomplished i s  the actual implementation o f  the 
regulations, and author izat ion o f  enterprises t o  operate under 
these laws. CAEM w i l l  p lay a r o l e  here as the ombudsman f o r  
comments f r o m  enterpr ises and negot ia tor  w i th  the DPI and DGA. 

Had there been no PED p ro jec t  there would probably s t i l l  be a 
f ree  zone program, however, i t  would be a much d i f f e r e n t  one and 
i t  would l i k e l y  s t i l l  be only i n  the idea stage. The inf luence 
o f  PED has lead t o  a stronger a r t i c u l a t i o n  o f  po l  i c y  i n  the 
p r i va te  sector ( ie ,  the th ink  tank ro le ) ,  which i n  tu rn  has 
produced pressure on the government t o  move much more qu ick ly  
than would otherwise be the case. I n  addit ion, PED has provided 
technical assistance (eg, the seminar mentioned above, o r  the 
current  assistance being provided t o  the DPI i n  the 
implementation o f  regulat ions) which has the e f f e c t  o f  g i v ing  
these pol i c y  deci s i  ons a be t te r  1 i kel  i hood o f  success upon 
imp1 ementation. 

b. Three free zone pro jects  are i n  construction o r  advanced 
preparation w i th  a t o t a l  investment of U S 6 0  m i l l i o n :  

1) Zeta/Union - 41.5 HA area, USS25 m i l l i o n  investment, 
appl i ca t i on  submitted 4/9, bui ldings already e x i s t  an 
si te.  

2) Aceros Prefabricados/Aurora - 28 HA area, USS17 
m i l l  i on  investment, p re feas ib i l  i t y  study complete, no 
devel opment . 

3) V i l l a  Nueva - USSZO m i l l i o n  investment, land 
preparat i on begun. 



CAEM has an important r o l e  t o  p lay  here i n  the development of 
f ree zones. As mentioned above, CAEM w i l l  be a foca l  po in t  f o r  
the i n te res t s  o f  the f r e e  zone developers and the a r t i c u l a t i o n  
of t h e i r  i n t e r e s t s  i n t o  p u b l i c  p o l i c y  formation. CAEM a lso 
through i t s  r o l e  as the  Inves to r  Services Center w i l l  be 
d i r e c t i n g  a l a rge  number o f  po ten t i a l  f r e e  zone users t o  the 
zones. 

FIGURE 5 

CAEM/FREE ZONE INTERACT1 ONS 

I CAEM I FREE ZONE DEVELOPERS 

Through I S C  del  i vers 
po ten t ia l  users t o  > 
f ree zones 

A r t i cu l a tes  pc l  i c y  
c concerns r e  f r ee  zone 

regul a t  i ons 

Investor 's  Service Center was estab l  i shed X0/89, but  aggressive 
promotion has n o t  y e t  begun. The Center p resen t l y  funct ions i n  
a reac t i ve  mode, responding t o  spec i f i c  i nqu i r i es .  I t  does no t  
y e t  ta rge t  prospect ive inves to rs  and attempt t o  convince them t o  
s t a r t  a venture i n  Guatemala. 

FTPF Strateqy - Ne i t he r  a formal FTFP s t ra tegy,  nor an 
o f f i c i a l  FTPF Deve1 opment Counci 1 have been created. 
Nevertheless, p o s i t i v e  r e s u l t s  are being obtained, as . 
demonstrated by the  f i r s t  t h ree  po in ts  above. 

CONAPEX - CAEM, i n  t h e  person o f  Willy Rodriguez, plays a 
cent ra l  r o l e  i n  CONAPEX as the leader o f  the  p r i v a t e  sector 
par t i c ipan ts  - Ing. Rodriguez i s  the Chair o f  CONACOEX, which 
funct ions as the implementation comnittee o f  CONPEX. 

3. RECOMHENDATIONS: 

F u l l y  Irn~lernent the Inves to rs  Services Center - This 
development should be coordinated w i t h  the promotional e f f o r t s  
o f  Gremi a1 . These e f f o r t s  a re  somewhat d i s t i n c t  i n  t h a t  Gremi a1 
i s  promoting exports, wh i l e  ISC i s  promoting investment, bu t  
there i s  subs tan t ia l  overlap. Increasingly,  Gremial's e f f o r t s  
address new investment (cf  , the  comnerci a1 attaches, the f i r m  
spec i f i c  matchmaking being d i r ec ted  by Gerry Lamberty, and 
e f f o r t s  by t he  Sub-Comi s ion  de Electronicas y ln format ica)  . The 
ex i s t i ng  cooperation between these organizat ions should 
f a c i l i t a t e  t h i s  process. 



b. lobbv f o r  Resul a t  ions Permi t t i n a  Free 7one Com~anies t o  Hold 
ccounts i n  Foreisn Exchan~e - As noted above the Free Zone 

Law has mobi 1 ized rea l  es ta te  developments w i t h  a value o f  USf6O 
m i l l  ion. The next  step i n  m o b i l i z i n g  f u r t h e r  investment f rom 
Guatemalans w i t h  resources ou ts ide  the  country i s  t o  c rea te  t h e  
secu r i t y  fo r  them t o  inves t  i n  manufacturing enterpr ises and 
r e t a i n  t h e i r  earnings i n  a s tab le  currency. F u l l  absorpt ion o f  
the proposed zones would represent another U S 4 0  m i l l  i o n  i n  
investment. 

1. OBJECTIVE: W i th i n  t h i s  sect ion o f  the PED p r o j e c t  the MOE has c o m i  t t e d  t o  
the broad goals  o f  the establ ishment and admin is t ra t ion  o f  the t echn i ca l  u n i t  
f o r  the Nat iona l  Export Promotion Council (CONAPEX), and the es tab l  i shment o f  
FODEX i n  t he  Central Bank. Spec i f i c  outputs include:  

a. Development o f  a National Export Plan through CONAPEX; 

b. Revis ion o f  the laws f o r  f r e e  t rade  product ion f a c i l i t i e s  and 
drawback operations; 

c. Review o f  f i nanc ia l  and t rade  p o l i c i e s  re la ted  t o  exports,  
investment and smal l/medi um entrepreneurs; and 

d. Support o f  the  pub l i c -p r i va te  d ia logue process t o  promote t he  
development o f  the product ive sectors. 

2. FINDINGS: On paper CONAPEX sounds 1 i ke a formula f o r  inact ion.  Much t o  the 
surpr ise of t h i s  evaluator ,  CONAPEX i n  p r a c t i c e  i s  a dynamic forum f o r  debate 
and ac t i on  on p o l i c i e s  cen t ra l  t o  t he  v i t a l i z a t i o n  o f  the p r i v a t e  sec to r  i n  
Guatemal a. 

As used i n  t he  f o l l ow ing  discussion CONAPEX r e f e r s  both t o  the Consejo Nacional 
de Promocion de Exportaciones (CONAPEX proper), but  a lso t o  t he  Comision 
Naci onal Coordi nadora de Exportaci ones (CONACOEX) . The Consejo meets monthly, 
i nvo l v i ng  members a t  the m i n i s t e r i a l  l e v e l  t o  review po l  icy.  The Comi s i on  meets 
weekly a t  t he  sub-min is ter ia l  l e v e l  and i s  respons ib le  f o r  implementation o f  the 
decis ions o f  the  Consejo (although i t  i s  o f t e n  t he  member i n s t i t u t i o n s  o r  t h e i r  
cons t i tuen ts  who make the  f i n a l  implementation). The Consejo i s  cha i red  by the 
M in i s t e r  o f  t he  Economy, wh i l e  the  Comision i s  cha i red by CAEM; one publ  i c ,  the 
o ther  p r i v a t e  (see Figure 6). 

PED's in f luence  on COWPEX has occurred a t  t h ree  leve ls :  1) In te rna l  ly, through 
the format ion o f  t he  techn ica l  sec re ta r ia t ;  2) Pub1 i c  sector responsiveness, 
through t h e  support provided under "New P r i va te  Enterpr ise I n i t i a t i v e s ;  " and 3) 
Pr i va te  sec to r  i n t e r e s t  a r t i c u l a t i o n ,  p r i n c i p a l l y  through the support provided 
t o  CAEM and Gremial . Deta i led  f i nd ings  on the  second and t h i r d  p o i n t s  are 
discussed elsewhere i n  t h i s  repor t .  A t  t h i s  p o i n t  it i s  important t o  no te  t h a t  
these capabi l  i t i e s  are c r u c i a l  t o  the emerging publ i c /p r i va te  dialogue occur r ing  
i n  Guatemala. 



The techn ica l  sec re ta r i a t  a t  CONAPEX provides both a coord inat ing o f f i c e  f o r  the 
t op i cs  being addressed by CONAPEX and an institutional memory. What i s  very 
important  i s  t ha t  i t  i s  perceived as a t rus twor thy  neu t ra l  p a r t y  by both the 
p u b l i c  and p r i va te  sectors ( i t  i s  housed f n  o f f i c e s  next  t o  DIGECOIYEX, and 
funded through the MOE) . This  percept ion of neut ra l  i t y  i s  confirmed by the f a c t  
t h a t  i t  has been given r e s p o n s i b i l i t y  for  maintain ing the minutes o f  the 
Comision meetings ( the MOE r e t a i n s  r e s p o n s i b i l l t y  f o r  the minutes o f  the Consejo 
meetings). 

Attendance a t  CONAPEX' 4/3/90 session demonstrated a v ib ran t  
forum. Items discussed include:  

1) 

2 

The 

Master Plan f o r  La Aurora' A i r p o r t  - r epo r t  presented by 
Gremi a1 high1 ighted concerns r e g w d i  ng f u t u r e  a i r p o r t  
expansion, and the  p o s s i b i l i t y  o f  a hindrance t o  t h i s  from 
the r e a c t i v a t i o n  of a race t r ack  adjacent t o  La Aurora 

Proposal from the p r i v a t e  sector  concerning the c rea t ion  o f  a 
Central American Council f o r  Foreign Trade - This would be a 
Central American vers ion o f  CONAPEX which would include a 
m i n i s t e r i  a1 1 eve1 representat ive  from each country and the 
President o f  the each country's p r i va te  sector  organizat ion - 
This i s  a very  important po in t ;  PED i s  no t  on ly  f a c i l i t a t i n g  
nat ional  p r i v a t e  sector  po l  i c y  a r t i c u l a t i o n  but, the scoDe has 
been en1 araed t o  inc lude r e ~ i o n a l  ~ r i v a t e  sector  ~ o l  i c t  
a r t i c u l a t i o n .  (A  s i m i l a r  regional  i n i t i a t i v e  i s  a lso  underway 
w i t h  some t ranspor t  concerns). 

CONAPEX sec re ta r i  at ,  together w i t h  CONOCOEX, appear t o  be 
funct ioning we1 1 t o  research and implement decis ions coming out o f  
CONAPEX. 

FODEX appears t o  be s t a l l e d  a t  l e a s t  u n t i l  a f t e r  t he  elect ions.  
Informal d iscussions w i t h  the World Bank p r i o r  t o  l eav ing  Wash!ngton 
ind ica te  t h z t  t he  Board w i l l  1  i k e l y  not act  i n  the next  two months, 
and very probably no t  ac t  u n t i l  a f t e r  the e lec t ions.  Approval o f  the 
World Bank's " fas t  d isburs ing loan f a c i l i t y n  which w i l l  fund FODEX 
depends on successful completion o f  pol  i c y  reform negot iat ions.  It 
i s  very poss ib le  t he  government might choose t o  postpone these 
negot iat ions u n t i l  a f t e r  the e lec t ion.  

Relat ions w i t h  the new M in i s te r  o f  the Economy are s t i l l  being 
developed, lead ing t o  several d i f f i c u l t i e s .  A.I.D. has been unable 
t o  place an adv isor  w i t h  CONAPEX as was o r i g i n a l l y  planned, and 
several o f  the counterparts have mentioned s i m i l a r  problems. 

3. RECOMMENDATIONS: 

a. Persevere i n  Workina w i t h  the HOE, Despite t he  d i f f i c u l t i e s  noted 
above, most i terns i n  t h i s  process are progressing. To the extent 
possible, take cues f o r  ac t i on  from the p r i va te  sector  organizations, 
and from the MOE i t s e l f .  The PED p ro jec t  philosophy o f  " f a c i l i t a t i n g  
p r i va te  sector  d ia logue w i t h  the pub l i c  sector"  should operate here 



and a l l ow  the actors  invo lved  t o  work toward t h e i r  own reso lu t ion .  
This i s  no t  an ESF nego t i a t i on  where A.I.D. i s  an ac t i ve  p a r t i c i p a n t  
i n  t he  dialogue. 

FIGURE 6 

ORGANIZATION OF CONAPEX/CONACOEX 

CONAPEX - monthlv meetincis a t  M i n i s t e r i a l  l e v e l  

PUBLIC SECTOR PRIVATE SECTOR 

Min. de Economia Camara de Comercio 
Min. de Finanzas Publ ic  Camara de I n d u s t r i a  
Min. de Re1 aciones Exter iores Camara Empressari a1 
M i  n. de Agr i  c u l  t u r a  Union Naci onal Agropecuari a 
Banco de Guatemala Assoc. de Azucareros de Guat. 

CONOCOEX - week1 v meet i nqr  

PUBLIC SECTOR PRIVATE SECTOR 

Min. de ~conomia  Camara de Turismo 
Min. de Finanzas Pub1 i c  Camara Empressari a1 
Min. de ---  Estrangeiro Gremial de Exportadores de 
Min. de Ag r i cu l  t u r a  Productos No-Tradici onal es 
Banco de Guatemala Camara de Finanzas 

Confederaci on de Federaci ones 
Cooperat i vas 



V. FINANCIAL HARKFT DEVELOPMENT 

A. BACKGROUND 

Unt i 1 recent ly ,  i n  Guatemala, the  f inanc i  a1 markets were organized and managed 
by the business class. This c h a r a c t e r i s t i c  coupled t o  a very c o n s e r v ~ t i v e  and 
strong Central Bank had severely 1 S m i  ted the development o f  f i nanc i  a1 
i n s t i t u t i o n s  and instruments beyond those o f  the t r a d i t i o n a l  commercial bank, 

As a r e s u l t  o f  market growth, the l i m i t e d  success o f  Central Bank p o l i c y  i n  
- conta in ing i n f l a t i o n  and devaluation, and the  pressures o f  smaller businesses i n  

newly developed a c t i v i t i e s ,  p a r t i c u l  a r l y  export  re1 ated, newer and small e r  
f i n a n c i a l  i n s t i t u t i o n s  were organized. 

- 
However, the slow response o f  the  Central  Bank i n  adapting i t s  p o l i c i e s  t o  the 
new environment and of the government i n  modernizing the f i n a n c i a l  laws o f  the 
country, have impeded the expanded banking and f i nanc ia l  system t o  develop modern 
f inanc ia l  instruments t o  penetrate new markets. 

Against t h i  s background the  F i  nanci a1 Market Development component o f  the  USAID 
PED p r o j e c t  was designed t o  address the key const ra in ts  t o  more e f f i c i e n t  
f i nanc ia l  markets, namely: 

Obsolete f inanc ia l  1 aws and regu la t ions.  

Conservative commerci a1 b m k  1 ending and c o l l  a te ra l  po l  i c i e s  
e f f e c t i v e l y  r e s t r i c t i n g  access t o  c r e d i t  t o  a l l  but  the we l l  
cap i t a l  i zed compani es . 
A bank management s t y l e  t h a t  analyzes new lend ing  
oppor tun i t ies  i n  f unc t i on  o f  the  wealth, p o l i t i c a l  , soc ia l  and 
economic power o f  the appl i cant. 

Absolute power o f  the Central Bank t o  cont ro l  i n t e r e s t  ra tes ,  
p o r t f o l i o  growth and 1 i q u i d i t y ,  e f f e c t i v e l y  1 i m i  t i n g  
competit ion. 

Absence o f  asset / l  i abi 1 i t y  management by the  f i nanci a1 
i n s t i t u t i o n s ,  1 i m i t i n g  the oppor tun i t ies  t o  f inance long-term 
investment requirements because o f  excessive dependence on 
demand deposits fo r  cap! t a l  i za t ion .  

0. PROJECT 60AL AND ORIGINAL COMPONENT OBJECTIVES 

Pro ject  goal was ' to broaden p a r t i c i p a t i o n  i n  nat iona l  socio-economic 
development8. The PP d e f i ~ l e s  the  goal 'as more enterpr ises w i t h  more employees 
prospering i n  a vigorous economy8, as we l l  as a more open p r i v a t e  en te rp r i se  
system which provides 'access t o  f i n a n c i a l  (and technica l )  serv ices8.  It also 
means an opportuni ty f o r  the many as we l l  as the few 'to in f luence  government 
pol  i c y  and p r i v a t e  sector pract ices '  through representat ive const i tuency groups. 



Increased f inanc ing  f o r  s m a l l  and medium enterpr ises would f u e l  an expansion o f  
t he  export sector  and correspondingly create employment and generate economic 
growth. Increased economic a c t i v i t y  would resu l  t i n  g rea te r  demand f o r  f i nanc ia l  
services t h a t  would s t imulate  ' f i nanc ia l  markets t o  respond more e f f e c t i v e l y  t o  
t h e  leg! t imate  f i nanc ia l  requirements of SMEsm; and, the  penet ra t ion o f  f i nanc ia l  
i n s t i t u t i o n  t o  new markets would generate more business increasing services and 
p r o f i t s .  

The component's dual purposes were: 

(a) Development o f  a Guaranty Fund t o  p r o m t e  lend ing t o  small and 
medium enterpr ises;  and, 

(b) F i  nanci a1 market research, development and promotion, and 
p o l i c y  dialogue. 

C. COMPONENT INPUTS, OUTPUTS AND BENEFICIARIES 

The component's inpu ts  were expected t o  be: 

1. By USAID: 

a. $5.5 m i l  1 ion  i n  €SF l o c a l  currency p lus  $50,000 i n  ESF l oca l  
currency f o r  i n i t i a l  support and promotion o f  the fund, and 
t r a i n i n g  f o r  SME loan o f f i c e r s  i n  p a r t i c i p a t i n g  f inanc ia l  
i n s t i t u t i o n s .  Add i t i ona l l y  $50,000 i n  grant  funds f o r  
f i nanc ing  the fo re ign  exchange costs associated w i t h  . the  
t r a i n i n g  a c t i v i t y .  

b. A U.S. $2.0 m i l l i o n  t r u s t  fund t o  be estab l ished by PRE i n  
a U.S. bank. 

c. Technical assistance funds f o r  f i n a n c i a l  market research, 
development, and promotion studies. A t o t a l  o f  $200,000 and - 
350,000 i n  l oca l  currency i s  budgeted i n  t h e  PP f o r  t h i s  a c t i v i t y .  

d. A long- term f i nanc ia l  markets advisor t o  ass i s t  the Chamber o f  
Finance i n  implementing t h i s  element o f  t h e  PED component. A t o t a l  
o f  $300,000 i s  budgeted i n  the PP f o r  t h i s  a c t i v i t y .  

2. By t h e  Guatemalan Pr iva te  Sector: - - 

a. Organization, promotion and admin is t ra t ion  o f  the fund by CAEH, 
t he  p r o j e c t  grantee. -. - 

b. P a r t i c i p a t i o n  o f  p r i v a t e  f i nanc ia l  i n s t i t u t i o n s  i n  c r e d i t  grant ing 
a c t i v i t i e s  according t o  the  fund's operat ing procedures. 

c. Organization, promot i on  and admin is t ra t ion  o f  t he  Financial  l larket 
Research, Devel opment , Promot i o n  and Pol i c y  O i  a1 ogue element o f  
t h e  component, by the Chamber o f  Finance,. a p ro jec t  sub-grantee. 



3. By the Guatemalan Pub1 i c  Sector: 

a. A favorable po l  i c y  environment encouraging p r i v a t e  sector 
f i nanc ia l  i n s t i t u t i o n s  and small and medium en te rp r i ses  t o  take - 
the lead i n  p o l i c y  d ia logue on Issues essen t ia l  t o  remove - 
impediments t o  the development o f  e f f i c i e n t  f i n a n c i a l  markets. 

b, A representat ive  i n  the s teer ing  committee o f  the Guaranty Fund. 

c .  Support of the proposed a c t i v i t i e s ,  which were expected t o  reach 
ou t  t o  a broad sec to r  o f  the populat ion engaged i n  small and - 
medium s i ze  business a c t i v i t i e s ,  p a r t i c u l a r l y  i n  t h e  non- 
t r a d i t i o n a l  expor t  sector .  

- 

The component 's outputs were expected t o  be: 
- 

1. For the Local Currency Guaranty Fund: 

a. A minimum o f  500 loans t o  SMEs which otherwise would have been 
denied bu t  f o r  Guaranty Fund, i n  5 years. 

b. A minimum o f  435 m i l l  i on  o f  c r e d i t  guaranteed i n  5 years. - 
- 

c. No less  than th ree  f i n a n c i a l  i n s t i t u t i o n s  p a r t i c i p a t i n g  i n  the 
program. 

2 .  For t he  Financi a1 Market Research, Development, Promotion and Pol i c y  
- 

D i  a1 ogue. element o f  the component: 

a. An improved po l  i c y  d i  a1 ogue process 

b. An improved in fo rmat ion  base on the  f inanc ia l  system. 

c. The i n i t i a l  steps i n  developing a s t ra tegy t o  accomplish these 
outputs were as fo l lows:  

(1) Develop a data  base t o  ass i s t  USAID and other  donor agencies 
i n  dec id ing  on the k inds o f  assistance needed and the 
p r i o r i t y  i n  which assistance should be given i n  order t o  
strengthen Guatemalan f inanc i  a1 markets. 

(2) Develop a catalogue o f  laws and p o l i c i e s  which govern the 
f i nanc i  a1 markets. 

(3) Develop an ac t i on  p lan t o  in f luence the l ega l  and l e g i s l a t i v e  
changes t h a t  must take place t o  strengthen, d i v e r s i f y  and 
f o s t e r  f i n a n c i  a1 markets i n  Guatemala. 

(4) Engage i n  p o l i c y  d ia logue object ives,  which w i l l  be 
determi ned by USAID and p a r t i c i p a t i n g  PED organ1 za t  i ons. 



The bene f i c ia r ies  were expected t o  be: 

1. Primary bene f i c i a r i es :  

a. Owners and employees of 500 SMEs which w i l l  r ece ive  c r e d i t  t h a t  
would n o t  have been granted wi thout  the guaranty program. 

b. Exporters and Free Trade Production Faci 1 i t  i e s  devel opers and 
c l  i ents . 

2. Secondary b e n e f i c i a r i e s  o f  t h i s  component wi11 inc lude the e n t i r e  
Guatemalan soc ie t y  through improved access t o  c r e d i t  f a c i l i t i e s  and 
a v a i l a b i l i t y  o f  new f i n a n c i a l  instruments. 

D. FINDINGS 

1. General 

The f i r s t  o f  the component's two purposes (i .e., " the development o f  a Guaranty 
Fund t o  promote lend ing t o  small and medium enterpr ises" )  has been on ly  p a r t i a l l y  
met. The recent dec is ion t o  t r a n s f e r  admin is t ra t ion  o f  the Fund t o  the Bank o f  
Guatemala i s  sound i n  view o f  the  d i f f i c u l t y  o f  managing a f i n a n c i a l  instrument 
ou ts ide  of the framework o f  t he  f i n a n c i a l  system. The delay i n  implementing the 
Guaranty Fund has damaged the  c red i  b i  1 i t y  o f  the f a c i  1 i ty .  However, the increased 
c r e d i t  demand o f  SMEs and t h e  f i n a n c i a l  incent ives planned by the Bank o f  
Guatemala t o  enhance the  fund, are i nd i ca to r s  o f  renewed i n t e r e s t  i n  i t s  
implementation and u t i l i z a t i o n .  

On t he  o ther  hand, no meaningful in format ion was found on the  progress o f  
ach iev ing the second component purpose (i e . ,  " f i n a n c i a l  market research, 
development and promotion, and po l  i c y  d ia logue")  under the respons ib i l  i t y  o f  the  
Chamber o f  Finance. 

The f i n a n c i a l  sector has no t  y e t  been w i  11 i n g  t o  extend i t s  loans t o  the small 
and medium enterpr ise business sectors def ined i n  the Pro jec t .  Whether the 
g ran t i ng  o f  such loans i s  or i s  not  y e t  " p r a c t i c a l "  i n  Guatemala's economic and 
po l  i t i c a l  environment i s  open t o  argument and a discussion o f  the re levant  issues 
invo lved i s  contained i n  Paragraph I V - C ,  -The LC Guaranty Fund. 

The Chamber o f  Finance has no t  y e t  developed the s k i l l s  t o  conduct research, 
development and promotion i n  l ega l  and f i n a n c i a l  matters. No evidence was found 
t h a t  t h i s  organizat ion i s  making progress toward t h e i r  acqu is i t i on .  The Chamber's 
a b i l i t y  t o  engage i n  po l  i c y  dialogue i s  cons t ra in ts  by the  l a r g e r  r o l e  played by 
one o f  i t s  components, the Banker's Associat ion, through i t s  membership i n  the 
Monetary Board. Fur ther  d iscussion o f  the t o p i c  i s  contained i n  Paragraph IV-0, - 
The Chamber o f  Finance. 



2 .  Foal  s  vs. Accom~l  i shments 

Because o f  t he  delay i n  i t s  implementat ion and t h e  less  than a n t i c i p a t e d  
r e c e p t i v i t y  among bankers t o  p a r t i c i p a t i o n  i n  t h e  LC Guaranty Fund, a  comparison 
o f  i t s  ac tua l  performance w i t h  i t s  expected u t i l i z a t i o n  i s  misleading. I f  we take 
t h e  date o f  t h e  Imp1 ementat i o n  Agreement PED 520-0341 Guarantee Fund between 
USAID and CAEM, March 7, 1989, t h e  Fund has been a v a i l a b l e  f o r  u t i l i z a t i o n  f o r  
one year ( a c t u a l l y  13 months). Only four  guarantees were issued, f o r  a  t o t a l  
va lue o f  4180 thousands. Thus, 1.3% of t h e  nominal guaranty a u t h o r i t y  o f  414.2 
m i l l  i o n  has been a l l ocz ted .  The PP p r o j e c t e d  t h a t  55 loans f o r  a  t o t a l  va lue  of 
$0.9 m i l l  i o n  (guarantee va lue $0.45 m i l l  i on ) ,  8.2% o f  the nominal guaranty 
a u t h o r i t y ,  would be granted d u r i n g  the  f i r s t  yea r  o f  operat ion o f  t h e  fund. 

Even though t h e  Cooperat'ion Agreement between USAID and CAEM had been signed on 
August 31, 1987, the sub-agreement between CAEM and t h e  Chamber of Finance was 
n o t  signed u n t i l  January 18, 1989. 

I f  we cons ider  on ly  the  10 months s ince funds became ava i l ab le ,  out  o f  a  p o s s i b l e  
39 u n t i l  PACD o r  25.6%, the  percentage o f  funds expended i n  Quetzales 19.05% i s  
c o n s i s t e n t  w i t h  the reduced l i f e  of t h e  a c t i v i t y .  However, most o f  t he  Quetza l  
expendi tures can be t raced t o  o f f i c e  i n s t a l  l a t i o n  and admin i s t ra t i ve  s a l a r i e s  
p a i d  t o  t h e  P ro jec t  Manager and i t s  s t a f f .  A t e c h n i c a l  assistance c o n t r a c t  has 
a1 so been awarded t o  a  l o c a l  f i r m .  

On the  o t h e r  hand, expenditures of 4.67% o f  t h e  U.S. D o l l a r  p o r t i o n  i n d i c a t e s  
t h a t  t h e  a c t i v i t y  has no t  r e a l l y  commenced. 

A  rev iew o f  t h e  l a t e s t  q u a r t e r l y  r e p o r t  a v a i l a b l e  t o  t h e  eva luat ion  team (Fourth 
Quar te r  1989) revea ls  1  i t t l e  subs tan t i ve  a c t i v i t y  o r  progress toward t h e  
achievement o f  t he  second purpose o f  t h e  component. 

3. The LC Guarantv Fund 

The Implementat ion Agreement signed between USAID and CAEM on March 7, 1989, 
named t h e  l a t t e r  admin i s t ra to r  of t he  LC Guaranty Fund and gave t h i s  i n s t i t u t i o n  
responsi  b i l  i t y  f o r  promoting t h e  fund t o  f i n a n c i a l  i n s t i t u t i o n s  and t o  p o t e n t i a l  
b e n e f i c i a r i e s  o f  c r e d i t  guarantees, namely SMEs. 

The l o c a l  currency se t  as ide f o r  t he  fund was 414.2 m i l l i o n .  I n  add i t i on ,  t h e  
equ iva len t  o f  $50,000 i n  ESF l o c a l  currency was t o  be used t o  promote t h e  fund, 
and $50,000 i n  D.A. Grant resources were programmed t o  cover f o r e i g n  exchange 
cos ts  associated w i t h  t r a i n i n g  r e l a t e d  t o  t h e  fund's operat ion. 

The h i s t o r y  o f  c r e d i t  guaranty f a c i l i t i e s  i n  Guatemala i s  ample and w e l l  
documented. The Bank of Guatemala c u r r e n t l y  manages 474.3 m i l  1  i on  i n  government 

ri 
funds i n  e i g h t  d i f f e r e n t  guaranty and/or d i r e c t  l e n d i n g  f a c i l i t i e s .  A d d i t i o n a l l y ,  
ex te rna l  d i r e c t  lend ing f a c i l i t i e s  are a v a i l a b l e  f rom IADB, A.I.D. and CABEI 
t o t a l l i n g  more than $50 m i l l  ion.  

A  case t o  i l l u s t r a t e  the p o i n t  i s  the  "Fondo de Garant ia para l a  Ac t i v idad  
A g r i c o l a  y  Pecuar ia"uuja t o  guarantee t h e  working c a p i t a l  needs o f  a g r t c u l t u r a l  
and c a t t l e  producers d u r i n g  t h e  product cyc le .  Th is  fund o f  412.8 m i l l i o n  has 
supported a  maximum o f  4117.8 m i l l  i o n  i n  loans, mos t l y  t o  producers o f  y e a r l y  



crops 1 i k e  co t t on  and sugar cane. This t o t a l  inc ludes 44.9 m i l l  i o n  i n  loans t o  
mu1 t i  -year a c t i v i t i e s  1 i ke coffee, c a t t l e ,  rubber and cardamon. The fund was 
estab l  i shed by government decree i n  1982 and i t  has no t  ye t  received any claims 
f o r  non -payment o f  the guaranteed loans. 

Often c i t e d  unsuccessful experiences w i t h  guaranty f a c i l i t i e s  f o r  the 
r e a c t i v a t i o n  o f  the i n d u s t r i a l  sector  and/or t o  promote m ic ro -en te rp r i se  were 
d i f f i c u l t  t o  document. 

The techn ica l  design o f  the f a c i l i t y  contained i n  the document PED C red i t  
Guaranty F a c i l  i t  ies :  Star t -UD. O~e ra t i ons ,  In te r face  by A r thu r  Young was done - 

according t o  the  cu r ren t  s t a te -o f - t he  a r t  f o r  s i m i l a r  f a c i l i t i e s  i n  developing 
count r ies .  The document contains an adequate 1 eve1 o f  informat i on  pe rm i t t i ng  the 
implementation o f  t he  f a c i l i t y  w i thout  d i f f i c u l t y .  

Extensive in te rv iews  w i t h  the banking community revealed tha t ,  a1 though CAEH and 
- - 

A. I .D. promoted the fund among p r i v a t e  banks, they re f r a i ned  from signing - 
implementation agreements f o r  the fo l low ing  reasons: 

s. 

(a)  The Bank o f  Guatemala had imposed a cap an comnercial p o r t f o l i o  
'r - - 

growth o f  8% over the December 31, 1988 l e ve l s .  - 

(b) They were concerned w i t h  the poss ib le  bureaucrat iza t ion of the 
s tee r i ng  committee and w i t h  the excessive aud i t i ng  requirements 
o f  t h e i r  operat ions apparently placed by the program. 

(c )  The de-ob l iga t ion  o f  the PRE-940 Cred i t  Guaranty L ine and the 
dec is ion  o f  A.I.D. t o  cease promotion o f  the LC Guaranty Fund 
u n t i l  c e r t a i n  l ega l  problems were resolved, created some concerns 
about the avai 1 abi  1 i t y  o f  the funds. 

I n  November 1988 and p r i o r  t o  i n i t i a t i n g  implementation, the idea o f  the  s teer ing 
committee was dropped. I n  January 1989 USAID decided t o  operate and manage t h e  
GF d i r e c t l y .  Th is  arrangement allowed the fund t o  begin operat ions by March 1989, 
Agreements w i t h  two f i n a n c i a l  i n s t i t u t i o n s  were signed before the end o f  the 
year. However, A. I .D. d i r e c t  management o f  the fund presented l e g a l  and l o g i s t i c s  
problems t h a t  forced the suspension of nego t ia t ion  o f  new agreements w i t h  banks 
u n t i l  a dec is ion  had been reached concerning the  f u t u r e  o f  the  GF. 

I n  e a r l y  1990 the Mission decided t o  continue promoting the GF a t  a reduced l e v e l  
o f  Q1O.O m i l l i o n  condi t ioned w i t h  s t r i c t  performance c r i t e r i a  and deadlines. The 
cond i t i ons  are: (1) Fund agreements must be signed w i t h  a t  l e a s t  th ree  banks and 
f inanc ie ras  w i t h i n  90 days o f  the r e - a c t i v a t i o n  date and w i t h  another three 
w i t h i n  s i x  months; (2) a minimum of Q1 m i l l i o n  i n  loans (i.e., Q500,OOO i n  
guaranty comnitments) i s  t o  be made by September 30, 1990; and (3) management o f  
the  Fund i s  t o  be t rans fe r red  t o  the Bank o f  Guatemala by June 30, 1990. The 
remaining balance o f  the Fund (approximately 94.2 m i l l i o n )  was assigned t o  
Microenterpr ise program o f  t he  Pr ivate  Sector O f f  ice. 

A p r o j e c t  o f  Agreement between USAID and the  Bank o f  Guatemala was prepared and 
approved by the Monetary Board on A p r i l  10, 1990. . 

I n te rv iews  w i t h  members o f  the p r i va te  banking community revealed t h a t  they are 
w i l l  i n g  t o  accept the BOG as manager o f  the  Fund provided t h a t  i t  assures a r ap id  



response t o  a p p l i c a t i o n  f o r  l o a n  guaran t ies  and t o  p o s s i b l e  c la ims on the  Fund 
because o f  loan d e f a u l t s .  

A read ing  o f  the  agreement be ing nego t ia ted  by USAID and BOG, i n d i c a t e d  t h a t  
s e n s i b l e  steps have been taken t o  address t h e  bankers' concerns. 

The L e g i s l a t i v e  Decree t h a t  w i l l  o p e r a t i o n a l  i r e  the  Fund w i l l  f u r t h e r  f a c i l i t a t e  
i t s  u t i l i z a t i o n  because of t h e  imp1 i e d  suspension o f  A r t i c l e s  20 and 8 9  of t h e  
Banking Law (Ley de Bmcos - Decree No. 315, as reformed by Decree No. 1315) .  
These two a r t i c l e s ,  t h e  former r e f e r r i n g  t o  C o l l a t e r a l  and t h e  l a t t e r  t o  C a p i t a l  
and Reserve Requirements, have been major obstacles t o  t h e  u t i l i z a t i o n  o f  
Guaranty Funds i n  Guatemala. 

The above mentioned L e g i s l a t i v e  Decree w i l l  recognize t h e  guarantee issued by a 
Guaranty Fund as v a l i d  c o l l a t e r a l  f o r  a loan. Previously,  A r t i c l e  20 o f  t he  
Banking Law 1 i m i  t e d  v a l  i d  forms o f  c o l l a t e r a l  t o  mortgages, t o  1 iens  on personal 
p r o p e r t y  and t o  the  f i d u c i a r y  c o l l a t e r a l  o f  r e a l  p roper t y  owners. 

The L e g i s l a t i v e  Decree  ill a1 so p e r m i t  banks t o  exclude loans g iven under t h i s  
program from t h e i r  minimum C a p i t a l  and Reserve requirement computation. 

I t  i s  expected t h a t  t h e  removal o f  these two obstacles w i l l  make lend ing t o  SMEs 
a t t r a c t i v e  t o  p r i v a t e  bankers. 

4. The Chamber o f  Finance 

The Chamber o f  Finance i s  a n o n p r o f i t ,  apol i t i c a l  , autonomous, p r i v a t e  e n t i t y  
w i t h  l e g a l  capac i ty  formed by Guatemalan p r i v a t e  f i n a n c i a l  i n s t i t u t i o n s .  The 
Chamber was es tab l ished i n  1975 and i s  a f f i l i a t e d  w i t h  CAEH. The Chamber has as 
i t s  bas i c  goal t o  represent  t h e  f i n a n c i a l  sec tor  i n  aspects o f  general na ture  o r  
p e r t a i n i n g  t o  f i n a n c i a l  i n s t i t u t i o n s .  The f o l l o w i n g  f i n a n c i a l  sec tors  a re  
represented i n  the  Chamber: commercial banks, f inance companies and investment 
banks, i nsurance companies, bonded warehouses and guarantee companies . 
The presidency o f  t h e  Chamber r o t a t e s  among the  f i n a n c i a l  sec tors  represented. 
The incumbent President  represents t h e  insurance companies. 

The Chamber of Finance basic purpose i s  t h e  coord inat ion  o f  ac t i ons  and e f f o r t s  
under t h e  po l  i c y  guidance o f  t h e  v a r i o u s  f i n a n c i a l  i n s t i t u t i o n s  represented i n  
i t .  I t s  power der ives  from t h e  i n f l u e n c e  o f  one o f  i t s  members, t h e  Banker's 
Assoc ia t ion .  

The Banker's Associat ion,  no t  t he  Chamber o f  Finance, represents the p r i v a t e  
s e c t o r  on t h e  Monetary Board. 

Having so 1 i t t l e  power by i t s e l f ,  t h e  Chamber o f  Finance has been r e l a t i v e l y  
i n e f f e c t i v e  i n  c a r r y i n g  out  the  mandate es tab l  ished i n  t h e  sub-agreement w i t h  
CAEM. 

According t o  the  sub-agreement, t h e  p r o j e c t ' s  PMU had t h e  a u t h o r i t y  o f  approving 
a l l  report:, plans, t ime- tab les ,  s t u d i e s  o r  o ther  techn ica l  ;ubmissions requ i red  
under t h e  program. However, t h e r e  i s  1 i t t l e  evidence t h a t  t he  PMU, t h a t  was never 
s ta f fed  as intended, ever exerc ised i t s  a u t h o r i t y  under t h e  sub-agreement. 



The CF estab l ished and staffed the PED p r o j e c t  o f f i c e ,  bu t  1 i t t l e  a c t i v i t y  took 
place. Although there  was c l ea r  d e f i n i t i o n  o f  the program t o  be developed, 
ne i the r  CF nor CAEM took the i n i t i a t i v e  t o  develop channels of communication 
w i t h  each other.  The Chamber submit ted a request f o r  the  Guaranty Fund 
admini s t r a t i o n ,  a subject  no t  mentioned i n  the sub-agreement bu t  a c t i v e l y  sought 
by the i n s t i t u t i o n .  No record of CAEM o r  USAID response was found. 

Given the l o g i s t i c a l  and human problems i n  s t a f f i n g  the  PMU and keeping i t  going 
i n  the absence o f  one o f  i t s  members, the Chamber program was the element t h a t  
over1 oaded the sys tern. 

The Bank o f  Guatemala i s  p lanning the  implementation o f  a f i nanc ia l  market 
research program w i t h  the ob jec t i ve  o f  r e -w r i  t i n g  Guatemala's major f i n a n c i a l  
laws and regu la t ions  and of modernizing the  banking sector  by automation, the 
in t roduc t ion  of new f i nanc ia l  instruments and the  improvement o f  customer 
service. This a c t i v i t y  w i l l  be financed by European donors. 

E. CONCLUSIONS 

1. For the Local Currency Fund: 

Given the  number o f  p layers and competing i n t e r e s t s  involved, the LCGF i s  a 
d i f f i c u l t  a c t i v i t y  t o  implement. CAEM, the o r i g i n a l  fund admin is t ra tor ,  placed 
a lower p r i o r i t y  on i t s  promotion than o the r  components because: (1) i t  c o r r e c t l y  
perceived i t  as a d i f f i c u l t  and t ime consuming a c t i v i t y ;  (2)  the PMU was 
overloaded and inadequately staffed; and (3) i t  perceived the fund's bene f i t s  as 
l ong-term (a1 though important),  whereas the b e n e f i t s  o f  the o ther  components 
would be f e l t  immediately. 

Th? banking comnunity a lso cont r ibuted t o  the fund's implementation delay. There 
was less than an t i c ipa ted  r e c e p t i v i t y  on t h e i r  p a r t  t o  p a r t i c i p a t i o n  i n  the 
Guaranty Fund because o f  the fo l lowing reasons: 

(a) The s teer ing  comni t t e e  was seen as the  major obstac le  i n  i ssu ing  
the guarantees. I t s  r o l e  as a second loan ,approving mechanism, 
a f t e r  t he  bank's own, was perceived as t ime  consuming and 
bureaucrat ic .  

(b)  The banks were having d i f f i c u l t i e s  complying w i t h  the  l i m i t a t i o n  
on p o r t f o l i o  expansion imposed by the Bank o f  Guatemala. Having 
t o  choose among competing 1 ending oppor tun i t i es ,  they obviously 
chose t he  l e s s  r i s k y  and l ess ' t ime  consuming. 

(c) The banks d i d  not  feel comfcrtable w i t h  t he  repo r t i ng  and 
inspect ion requirements imposed on them by the agreement. The 
bankers f e l t  t h a t  the con f iden t ia l  i ty o f  the t ransac t ion  could be 
l o s t .  

(d) I n  view o f  previous experiences, they were very  suspicious o f  the 
a b i l i t y  o f  the fund admin is t ra tor  t o  pay a defau l ted loan 
guarantee i n  a t ime ly  manner. 



The recent decis ion t o  t r a n s f e r  admin is t ra t ion  o f  the Fund t o  the Bank o f  
Guatemala i s  sound, i n  view of the  d i f f i c u l t y  of managing a f i n a n c i a l  instrument 
outs ide o f  the framework of the regu la ted f inanc ia l  system. The Bank o f  
Guatemala, although 2 pub l i c  sector  i n s t i t u t i o n  ac t ing  as fund admin is t ra tor ,  
does not v i o l  a te  the non-negotiable character  of p r i v a t e  sector  management o f  the 
Fund imposed by the PP. I n  i t s  r o l e  as regu la to ry  e n t i t y ,  the BOG acts as 
representat ive  o f  the predominantly p r i v a t e  f i nanc ia l  system. The exc lus ion o f  
government -owned banks from fund p a r t i c i p a t i o n  p ro tec ts  the Fund from po l  i t  i c a l  
1 ending decisions, an important considerat  i o n  i n  the coming e l e c t o r a l  per iod.  

Furthermore, the BOG, being the f i n a n c i a l  agent o f  the Government o f  Guatemala, 
can assume contingent 1 i a b i l i t i e s .  Th is  f a c t  can be t rans la ted  i n t o  the a b i l i t y  
o f  the BOG t o  leverage the  fund based on i t s  ac tua r i a l  experience. Studies 
avai 1 able show tha t  loan del  i nquenci es i n  the Guatemalan banking systems have 
never been greater than 10% ( loan  losses even less )  o f  the  combined loan 
p o r t f o l  i o .  

Using the above mentioned experience as guide1 ine, the BOG w i  11 leverage the fund 
by a r a t i o  o f  10:l. With the  Q1O.O m i l l i o n  i n  guaranty funds, Q1OO.O m i l l i o n  i n  
loan guaranties can be issued. A t  0.5 guarantee/loan r a t i o ,  the GF can support 
4200.0 m i l l i o n  i n  new lending.  

2. For the Financi  a1 Market Research, Development, Promot i o n  and Pol i c y  
D i  a1 ogue element o f  the component: 

A1 though, the spec i f i c  areas o f  research, development, promotion and po l  i c y  
dialogue in tervent ions were c l e a r l y  def ined i n  the sub-agreement, no de ta i l ed  
work-plan, w i t h  spec i f i c  goals and time-frames, was set  up e i t h e r  p rev ious ly  t o  
o r  immediately a f t e r  i t s  s ign ing.  

The a c t i v i t i e s  ca r r i ed  ou t  by the Chamber o f  Finance were f o r  t he  purpose o f  
es tab l i sh ing  the p ro jec t ' s  o f f i c e  and h i r i n g  the personnel. Four persons were 
h i  red: the secretary general, an assi  s tant ,  a consul tant  and a secretary.  

The i n i t i a l  e f f o r t  o f  se l ec t i ng  computer equipment and t r y i n g  t o  agree on the 
contents o f  a la rge f i n a n c i a l  data base i s  o f  questionable value. Since the 
members o f  the  Chamber o f  Finance have not  agreed on the contents o f  t he  
f i nanc ia l  data base, the equipment requirements cannot be j u s t i f i e d .  USAID has, 
w i t h  reason, stopped the purchase o f  the equipment pending c l a r i f i c a t i o n  o f  the 
task. 

The t ime and expense o f  c o l l e c t i n g  documentation on the f i n a n c i a l  laws and 
regu la t ions  o f  Guatemala, once c l a s s i f i e d  and referenced, wi 11 be a valuable 
con t r i bu t i on  t o  f i nanc ia l  research. 

The Chamber of Finance has no t  y e t  developed the s k i l l s  t o  conduct research, 
development and promotion i n  l ega l  and f i n a n c i a l  matters. No evidence was found 
t h a t  t h i s  organizat ion i s  making progress toward t h i s  goal.  However, no 
impediment was found t o  the  p o t e n t i a l  acqu i s i t i on  o f  those s k i l l s  by c a r e f u l l y  
sel  ected CF personnel under the  guidance o f  competent p ro j ec t  management and 
experienced technical  assi  stance. 



The Chamber's a b i l i t y  t o  engage i n  po l  i c y  d ia logue i s  constra ined by the 1 arger 
r o l e  played by one o f  i t s  members, t he  Bankers' Associat ion, through i t s  
membership i n  the Monetary Board and as represen ta t i ve  o f  the p r i v a t e  f i n a n c i a l  
i n t e r e s t s .  

F . RECOMMENDAT I ONS 

1. For the Local Currencv Guaranty FuM: 

Continue u n t i l  sa t i s fac to ry  conclusion t h e  present nego t ia t ion  t o  t r ans fe r  the  
admin is t ra t ion  o f  the Fund t o  t he  Bank of Guatemala. P a r t i c u l a r  care should be 
taken t o  make sure t h a t  a L e g i s l a t i v e  Decree i s  obtained from the Guatemalan 
Congress. Special emphasis i s  made here t h a t  w i thou t  t he  Leg i s l a t i ve  Decree the  
Fund cannot l e g a l l y  operate. 

It i s  f u r t h e r  recomended t h a t  the  d e t a i l e d  work-plan, w i t h  spec i f i c  goals and 
time-frames present ly  author ized fo r  the t r ans fe r  t o  BOG, be s t r i c t l y  adhered t o .  
Furthermore, a calendar f o r  i n t e r n a l  eva luat ions should be agreed upon as 
appropr ia te  t o  determine t he  performance o f  t he  Fund. 

Given the advanced s ta te  of the nego t i a t i on  between A.I.D. and BOG, i t  would be 
inappropr ia te  t o  recommend dropping t he  Fund immediately. However, A. I. D. should 
make c l ea r  t o  BOG t h a t  if the  mi lestones mentioned i n  the  author izat ion document 
signed by the A. I.D. D i rec to r  are no t  met, the  funds w i l l  be re -a l loca ted  and the  
Fund dropped from the PED p r o j e c t .  

A l o c a l  shor t  term advisor cou ld  be asked t o  undertake mprornotional and techn ica l  
assistanceg a c t i v i t i e s  on beha l f  of t he  Fund. I n  such case, the advisor w i l l  be 
he ld  accountable f o r  the success of h is /her  enterpr ise.  He/she could also be the 
A.I.D. representat ive i n  the  Fund's admin is t ra t i ve  counc i l .  

To e l  iminate possib le misunderstandings t h a t  might delay the Fundf s 
imp1 ementation, t he  Chamber of Finance's i n t e r e s t  i n  ac t ing  as fund 
administrator ,  expressed by l e t t e r  of October 1989 and renewed by a second l e t t e r  
i n  December, should be d i  scouraged. 

It i s  important t o  develop 1 inkages between t ra in ing / techn ica l  ass1 stance t o  SMEs 
and access t o  c red i t .  This can be accomplished through the CEDE program. 

2 .  For the Financial  Market Research, 3evel opment, Promotion and Pol i c y  
Dialogue element o f  the component: 

I n  view o f  the slow progress toward goal achievement, an e a r l y  terminat ion o f  the  
sub-agreement between CAEM and CF i s  Just i f i ed and recomended. However, t o  save 
t h e  a c t i v i t y ,  important t o  the  o v e r a l l  ob jec t i ves  o f  the p ro jec t ,  and t o  minimize 
t h e  negat ive repercussions of te rm ina t ing  one o f  t he  sub-grantees, the f o l l ow ing  
course o f  ac t ion  i s  suggested: 

(a) Frank discussions about the  r e s u l t s  o f  the  eva luat ion should be 
he ld  as soon 22 poss ib le  w i t h  the President o f  the Chamber o c  
Finance and i t s  D i r e c t o r  o f  the  PED Pro ject .  Representatives o f  
CAEH, USAID should a t tend the meetings. The Chamber's 



representat ives should have the  r i g h t  t o  a hearing; they should 
have ample opportuni ty t o  exp la in  the reasons f o r  the poor 
performance o f  the element. 

(b) A p i l o t  program of research, development, promotion and po l  i c y  
d ia logue in tervent ions,  t h a t  cou ld  be implemented i n  a per iod  o f  
90 days, should be i d e n t i f i e d  immediately. 

( c )  An agreement should be reached w i t h  The Chamber o f  Finance t o  
undertake t h i s  p i l o t  program t o  develop the s k i l l s  o f  the Chamber 
i n  t h i s  type of work. The PED Pro jec t  D i r ec to r  h i r e d  by the 
Chamber should be made accountable f o r  the success o f  t h i s  task. 

(d) I n t e r n a l  reviews, t o  moni tor  t he  progress o f  the work, should be 
scheduled a t  30 day- i n t e r v a l s .  

(e) I t  should be made absolute1.y c l e a r  t o  the Chamber o f  Finance t ha t  
if t h i s  p i l o t  program i s  no t  s a t i s f a c t o r i l y  completed, USAID and 
CAEM w i l l  replace the Chamber as sub-grantee of the element. 

CAEM cou ld  a1 so assume the implementation o f  the element through the PMU. 

Future p a r t i c i p a t i o n  i n  t h i s  element by CAEM, CF, o r  a new sub-grantee should be 
made cont ingent  upon a de ta i led  work-plan, w i t h  s p e c i f i c  goals and t ime frames 
set  up p r i o r  t o  the resumption o f  the  a c t i v i t y .  A calendar f o r  i n t e r n a l  reviews 
should be agreed upon as appropriate, t o  determine t he  cont inu ing e f fec t iveness 
of the assistance being rendered. Thus, i t  should be made p e r f e c t l y  c l e a r  how and 
when p a r t  i c u l  a r  tasks should be performed, when given systems and procedures 
should be f u l l y  operat ional ,  when new programs should be implemented, and who 
should be personal 1 y accountabl e f o r  each task. 

The Bank of Guatemala should be consul ted when designing the work-plans f o r  t h i s  
element. BOG i s  working i n  some o f  the  same areas contemplated i n  the scope o f  
work o f  the  a c t i v i t y .  

The res iden t  advisor, ca l led f o r  i n  t he  PP, could be asked t o  undertake the 
p u t t i n g  toge ther  o f  t h i s  element. I n  such case, the res ident  advisor w i l l  be held 
accountable f o r  the successful implementation o f  the  element. 

6 .  ATTAINABLE BUTPUTS 

Taking i n t o  considerat ion the renewed i n t e r e s t  i n  the  Guaranty Fund, and the 
pent-up c r e d i t  demand o f  SMEs, the expected outputs c a l l e d  f o r  i n  the PP can 
s t i l l  be a t t a i ned  by PACD i f  t h e  recommended areas of promotion, techn ica l  
assistance and personal accountabi 1 i t y  are implemented. 

I f  the PACD i s  extended, as is'recomnended by the eva luat ion team (see 
It i s  reasonable t o  expect t ha t  the goal o f  apply ing a leverage o f  10: 1 t o  the 
Guaranty Fund can be met before the new PACD. 



I f  the  recommended r e s t r u c t u r i n g  of  the  F i n a n c i a l  Research, Development, 
Promotion and Pol i c y  D i a l o g u e  element of the  component i s  successful ,  under the  
o r i g i n a l  sub-grantee o r  under a replacement, i t  i s  reasonable t o  expect a 
s u b s t a n t i a l  accomplishment o f  t h e  second purpose by t h e  new PACD. 



VI. NEW PRIVATE ENTERPRISE INITIATIVES 

This segment of the PED project has as its objective the creation of a supportive 
pol icy environment and effective imp1 ementat ion of the necessary regulations 
supporting these new policies. This segment is coordinated by the ME, In 
addition, support is provided through CAEM for privatization studies with the 
goal of devolving some publ ic enterprises to private sector operation. 

A. PUBLIC SECTOR POLICY IMPROVEMENT/MOE 

1. OBJECTIVE: Within this section of the PED project the MOE has committed to 
the broad goal s of upgrading the performance of export-re1 ated institutions in 
the publ ic sector, and to address pol icy, regulatory and implementation issues 
which bear upon productive private sector development (particularly the SME 
subsector). Specific outputs include the revision, implementation and 
admini stration of incentives to export through the foll owing agencies: 

a. Direccion de Pol i tica Industrial. 

b. Ventanilla Unica de Exportaciones, 

c. Direccion General de Aduanas, 

d. Direccion General de Comercio Exterior, and 

e. the Banco de Guatemala. 

2. FINDINGS: 

a.  Despite the upcoming change of management at DPI, the working level 
task of implementation seems to be proceeding well. 

b. Other institutions seem also to be proceeding well. 

3. RECOMMENDATIONS : 

a. Encouraae the Creation of a Process Where the Reaulated Entities (Free 
Zones and Maaui 1 as) Could Comment on the I m ~ l  ement ina Reaul ations 
Before Thev Take Effect - The idea here is to encourage the creation 
of a process similar to the comment period offered by US regulating 
entities (eg , the FCC, the ICC) to concerned parties. 

b. Im~lement an Advisor at DPI to S u ~ ~ o r t  This Process - Similar 
support might also be required/welcomed at Customs when i t  comes time 
to implement both the Free Zone and Maquila laws. 



B e  PRIVATE SECTOR RESEARCH, DEVELOPMENT AND PROHOTION / CAEH 

1. OBJECTIVE: The Cooperative Agreement does not  speak t o  t h i s  component a t  
a l l .  The PP an t i c ipa ted  t h a t  CAEM would undertake p r i v a t i z a t i o n  studies,  h i r e  
3 s t a f f  members t o  strengthen i t s e l f  as an i n s t i t u t i o n  and f inance shor t - term 
overseas t r a i n i n g  d i r e c t l y  re1  a ted t o  p ro j ec t  ob jec t ives.  Speci f i c  outputs 
include:  

a. A t  l e a s t  two p r i v a t i z a t i o n  studies completed, lead ing t o  one f u l l  o r  
p a r t i a l  p r i v a t i z a t i o n  by the  end o f  p ro jec t ,  and 

b. A t  l e a s t  40 p a r t i c i p a n t s  bene f i t i ng  from shor t - term i n te rna t i ona l  
t r a i n i n g  programs. 

2. FINDINGS: 

a. CAEMhas g i v e n g r e a t  importance t o p r i v a t i z a t i o n  i n i t i a t i v e s ,  and has 
made them a  s i g n i f i c a n t  i tem on the pub l i c  p o l i c y  agenda. 

b. The Board o f  Z O L I C  has voted, i n  p r i n c i p a l ,  t o  proceed w i t h  
p r i v a t i z a t i o n .  

3. RECOMMENDATIONS: 

a. No S ~ e c i  f i c  Recommendation 



VII. THE PROJECT MANAGEMENT UNIT 

One might  say t h a t  i n  s p i t e  of the f a c t  t h a t  t h e  PMU was never s ta f fed  as 
intended, e i t h e r  as r e q u i r e d  i n  the p r o j e c t  paper, o r  according t o  attachments 
1 and 2 o f  t h e  agreement) i t  has s u r p r i s i n g l y  f a c i l i t a t e d  a s u b s t a n t i a l  amount 
o f  i t ' s  responsi b i l  i t i e s  regard ing outputs and achievements. CAEM has s t  ill not 
s t a f f e d  the  PMU as an independent u n i t  w i t h i n  CAEM. Instead, a c a r e f u l l y  
o rchest ra ted system o f  t r i a g e  and job-banding has s u b s t i t u t e d  f o r  t h e  intended 
PMU o rgan iza t i ona l  s t r u c t u r e .  What makes t h e  accompl i shments o f  t h e  ?MU even 
more remarkable was t h e  unt imely  i l l n e s s  o f  t h e  PMU d i r e c t o r .  Since November 
1989, t h e  PMU was managed by the  Ass is tan t  D i r e c t o r  and the  p r i n c i p a l  advisor  
t o  the  PED p r o j e c t .  

Another h i  nderance i n  e s t a b l  i sking the  o r g a n i z a t i o n a l  s t r u c t u r e  o f  t h e  PMU was 
the  design o f  the network of components in tended t o  guide t h e  PMU and the  l a t e  
s t a r t  o f  t h e  PMIS. The th ree  s t r u c t u r a l  r e l a t i o n s h i p s  o f  t h e  PED component 
network t h a t  d i d  n o t  f u n c t i o n  as intended are: 

The Executive Commi t t e e  (Consejo Consul t i v o )  ; 

The PMU i t s e l f ;  and 

The r e l a t i o n s h i p  l i n k i n g  t h e  p r i v a t e  and p u b l i c  sectors,  which 
was not s u f f i c i e n t l y  addressed i n  t h e  p r o j e c t  design t h a t  was t o  
have u n i t e d  t h e  p u b l i c  and p r i v a t e  sec to r  components. 

The remainder o f  t h e  r e p o r t  i s  organized by s ide-headings t h a t  a r e  t h e  pr imary 
concepts f o r  t he  a n a l y s i s  o f  t he  PMU. Each concept i s  addressed as: f i nd ings ;  
conclusions; and recommendat ions. The intended outputs  o f  t h e  program, as 
mentioned before, were achieved t o  a very  1 arge ex ten t  and are  repor ted  i n  
separate chapters o f  t h e  eva lua t ion  r e p o r t .  In tended program outputs  regarding 
t h e  PMU w i l l  on l y  be addressed i n  the f o l l o w i n g  s e c t i o n  i f  the  achievements were 
no t  s a t i s f a c t o r y .  Such comments w i l l  be presented w i t h i n  t h e  F ind ings  sec t ion 's  
o f  each concept discussed below. 

PRIVATE SECTOR VERSUS PUBLIC SECTOR USAID O R 1  ENTATION 

FINDINGS 

The PED program i s  t h e  f i r s t  p r i v a t e  sec to r  program t o  be undertaken by t h e  
USAID mission. While o the r  p ro jec ts  have invo lved  the  p r i v a t e  sector  
h i s t o r i c a l l y ,  t h i s  i s  t h e  f i r s t  f u l l - s c a l e  program t o  be launched and 
pos i t i oned  i n  Guatemala. P r i v a t e  sector  programs a re  more ambiguous than publ i c  
sec tor  programs w i t h  respect  t o  goals, outputs and measurement o f  outcomes. For 
example, i t  i s  eas ie r  t o  measure 1 i t e r a t e  c h i l d r e n ,  vacc inat ions ,  m i l e s  o f  paved 
roads, po tab le  water etc.  than i t  i s  t o  measure t h e  impact o f  d ia logue between 
t h e  p u b l i c  and p r i v a t e  sec tors .  That does n o t  mean t h a t  programs a re  any less  
ser ious  o r  r i go rous  i n  t h e  p r i v a t e  sector.  

One o f t a  hears "the p r i v a t e  sector  r e q u i r e s  a d i f f e r e n t  approach than the  
publ i c  sector .  " I s s u e s  such as quick response are  mentioned; t h a t  t h e  p r i v a t e  
sec tor  i s not accustomed t o  bureaucrat ic  d e l  ays; entrepreneurs are ac t i on  



or iented,  e tc .  However, the PED does no t  r e a l l y  get involved d i r e c t l y  w i t h  
entrepreneurs. 

The c l  i en ts  o f  the PED are the f ou r  program componants: CAEM, AGG, Chamber o f  
Finance and GREMIAL. Whi l e  these o rgan iza t ions  s e r v e  the needs o f  entrepreneurs, 
these program components are no t  themselves ac tua l l y  p r o f i t  making e n t e r p r i  ses. 
The components are buf fers  t h a t  b r idge  a c t i o n  t o  the " r ea l "  p r i v a t e  sector .  I n  
t h i s  way they are n o t - f o r - p r o f i  t organizat ions w i t h  bottom-1 ine  pressure from 
t h e i r  members, the r e a l  entrepreneurs. The components fee l  pressure f o r  c losure 
on issues and dec is ions through t h e i r  boards o f  d i rec tors ,  people who are hard- 
h i t t i n g ,  successful entrepreneurs. 

Q u i t e  na tu ra l l y ,  the  compbnents t r a n s f e r  the pressure t o  a c t  q u i c k l y  and 
dec i s i ve l y  i n t o  the PED mechanism, the  PMU, The roadblocks t o  qu ick  a c t i o n  are 
unfor tunate ly  th ree- fo ld :  

1. The PMU i s  not  y e t  f u l l y  s t a f f e d  and f u n c t i o r ~ i n z  as an 
independent u n i t  w i t h i n  CAEM. 

2. Oecision makers i n  CAEM do t h e i r  best t o  reach c losure 
i n fo rma l l y  through the PMU/PED organizat ional  s t r uc tu re .  
Through a system o f  t r i age ,  those decisions t ha t  are no t  pu t  on 
ho ld  are acted-on as q u i c k l y  as possible, sometimes i n  CAEM, 
sometimes w i t h  the he lp  o f  t he  PED, 

3 .  Where a dec is ionmust  bemade i i t  the  PED, i t  i s  o f t e n  perceived 
as not  needing the advice o f  A . I . D .  suppart s t a f f  ou ts ide  o f  the 
PED and a decis ion i s  made w i thou t  consul t ing t h i s  s t a f f ,  i n  
order t o  speed th ings up. However t h i s  o f t en  r e s u l t s  i n  a 
slower decis ion,  when support s t a f f  discovers what has happened. 

A fundamental issue, i n  add i t i on  t o  t he  f a c t  t ha t  the PMd i s  n o t  operat ing as 
designed, i s  t ha t  t he  USAID mission has no t  learned how t o  invo lve  support s t a f f  
i n t o  PED decis ions i n  a f l u i d  way. Where lea rn ing  curves have been estab l ished . 

on procedure i n  the  pub l i c  sector  programs; and where exceptions t o  t he  r u l e  
occur much more f requen t l y  i n  both p r i v a t e  sector programs and i n  new programs 
i n  general, the Guatemala A.I.D. miss ion has not adapted w i t h  a f l u i d  dec is ion  
s t ruc ture .  

Decision-making t h a t  involves exceptions t o  the r u l e  and an environment o f  
uncer ta in ty  (w i th  respect t o  e s t a b l i s h i n g  a new program) requ l res  a much 
d i f f e r e n t  model of organizat ion than would be appropriate f o r  an o rgan iza t ion  
.;laking programed decisions. Jay Gal b r a i  t h  po in ts  t h i s  out  i n  h i s  c l a s s i c  book, 
D e s i ~ n i m  Comdex Orsani t a t  ions. An assembly-1 ine  type o f  organ izat ion,  one 
t ha t  i s  managing a "throughput" t h a t  i s  stable, would r e q u i r e  a h i g h l y  
formalized and r i g i d  organizat ional  and dec is ion  structure.  On the o the r  hand, 
where decis ions are re l a ted  t o  outputs t h a t  vary, o r  where except ions t o  the 
r u l e  cannot be programmed i n  advance, such as i n  the case o f  t he  assembly 1 i ne  
manufacturing system, a much more organic  operating environment i s  requ i red.  
An extreme example o f  t h i s  would be t h e  f i r e  department, a s imple o rgan iza t ion  
o f  s lack resources ready t o  r eac t  t o  emergencies. The example o f  the  OPED 1 i e s  
somewhere i n  between. 



The comparison o f  the way U S A I D  Guatemala manages i t ' s  o ther  programs and the 
way the PED i s  managed i s  an i n t e r e s t i n g  one. The support s t a f f  complain t h a t  
there has not  been enough i n t e g r a t i o n  of support s t a f f  and program management. 
However i t  must be recognized t h a t  the PED has been i n  a problem so lv ing and 
i n s t i t u t i o n  bu i ld ing  mode, one t h a t  requ i res  an organic  organizat ion s t ruc tu re - -  
d e f i n i t e l y  not one t h a t  would character ize the  more s tab le  decision-making 
environments i n  the o ther  t h ree  USAID programs. 

Examples above addressed bottom-up decis ions f rom t h e ?  components. Another 
category o f  publ i c  sector  versus p r i v a t e  sector  o r i e n t a t i o n  problem would r e f e r  
t o  the decisions required by t h e  PED program t o  e s t a b l i s h  and pos i t i on  i t s e l f  
i n  the p r i v a t e  sector. These are o f ten oppo r tun i t i es  where the PED must make 
an unant ic ipated move based on changes i n  the environment. This sometimes 
invo lves the components and sometimes i t s  j u s t  t h e  PED. 

DEALS 

FINDINGS 

The "deal" as used i n  the p r i v a t e  sector  has been a source o f  complaint by AID 
mission s t a f f ,  both w i t h i n  the PED and throughout the support s t a f f .  Coming t o  
g r i p s  w i t h  "dealsn and t h e i r  l eg i t imacy  i n  the p r i v a t e  sector  program s t i l l  has 
a way t o  go i n  the mission, because the PC0 i s  s t i l l  l ea rn ing  how t o  in tegra te  
a proper use o f  deals, one t h a t  i s  cons is tent  w i t h  USAID's cu l t u re  and the 
program's repor t ing re l a t i onsh ips .  The P r i va te  Sector O f f i c e  has successful l y  
es tab l  ished t h e i r  program i n  the  Guatemalan publ i c  and p r i v a t e  sectors by 
adapting deal making t o  t he  t r a d i t i o n a l  approach used by the A. I.D. mission f o r  
dec is ion  making. Unfor tunate ly  t h i s  has been achieved a t  great  cost  t o  the 
system o f  c o l l e g i a l  i t y  requ i red  throughout the m i  ssion. 

The way deals are being made has caused r e l a t e d  miss ion support s t a f f  t o  f ee l  
l e f t  out  o f  decisions they t h i n k  they should be included in .  These s t a f f  
members f ee l  that  a way must be discovered t h a t  inc ludes them i n .  t h i s  process. 
I n  same respect the A. I.D. p r i v a t e  sector  s t a f f  needs a l eg i t ima te  approach f o r  
the k inds o f  deal -making character ized i n  t he  sec t ion  above on "p r i va te  sector  
versus publ i c  sector USAID o r i e n t a t  ion." 

CONCLUSIONS 

1. Problems i n  expedi t ing dec i  s i  ons regarding components are 1 argely based on 
the i n a b i l i t y  of the  PMU t o  funct ion as designed a t  t h i s  t ime 

2. Even when the PMU f unc t i ons  wel l ,  the A.I.D. mission needs a more f l u i d  
dec is ion  process, one t h a t  involves the  PED and mission support s t a f f .  
Th is  process may n o t  be t h e  same one t h a t  has been successful f o r  pub l i c  
sectar  projects.  I t  w i l l  r equ i r e  shor t -cuts  and more f l e x i b i l i t y  than t he  
process tha t  has worked i n  i t s  pub l ic  sector  arena. 

3 .  I t  i s  l i k e l y  t ha t  the components do not  r e q u i r e  such quick turnaround on 
decis ions as i s  perceived o r  advertise$. However a quicker response i s  
possib le.  



RECOMMENDATIONS 

1. Act on recommendations regarding improvements i n  the s t a f f i n g  and 
management of the  PMU; and on recommendations f o r  improving the 
organizat ion and communication mechanisms i n  the PED component network 

2 .  Begin team b u i l d i n g  a c t i v i t y  between re levan t  USAID support s ta f f  and the 
PED s t a f f  regarding the need t o  b u i l d  a quicker and more f l u i d  decis ion 
mechanism, one acceptable t o  both groups. OPED w i l l  r equ i re  meetings on 
shor t  no t i ce ,  f a s t  response t o  phone c a l l s  and some slack from the  support 
s t a f f  t o  fo l low-up on fast  breaking developments, t ha t  i s  when compared t o  
o ther  A.I.D. programs. The support s t a f f  w i l l  r equ i re  t h a t  decis ion- 
making re1 evant t o  the involvement o f  support s t a f f  would inc lude them and 
compromi ses t ha t  . po ten t i a l l y  p lace  a t  r i s k  the i n t e g r i t y  required o f  
A.I.D. func t ion ing  w i l l  be presented and discussed i n  a t i m e l y  way w i t h  
support s t a f f .  Such a f l u i d  dec is ion  process w i l l  requ l  r e  c o l l e g i a l  i t y  
and empathy. Th is  w i l l  requ i re  the  he lp  o f  an organizat ion development 
consul tant  ; i t  w i  11 not happen n a t u r a l l y .  

3 .  Communicate t o  t he  components t h a t  many o f  the decisions they requi re  are 
not  so urgent, and t h a t  the PMU and A.I.D. mission are working t o  improve 
both the  q u a l i t y  o f  decis ion and response time. 

DELAYS 

FINDINGS 

The PED program i s  mid-way through the p r o j e c t  and has spent on ly  approximately 
20% o f  i t s  a l located budget. There has been considereable pressure t o  move 
funds, and f o r  the per iod January through March 31, 1990 the p i p e l i n e  has moved 
considerably. T r a d i t i o n a l l y  i n  A.I.D., i n a b i l i t y  t o  move funds i s  a sign o f  
f a i l u re .  Such i s  not  t he  case i n  the PED program. Ac tua l l y  the  program i s  a 
success w i t h  respect t o  the accompl ishment o f  i t s  very ambitious goals, such as 
p o l i c y  dialogue. I f  there has bezn a mistake i t was not  acknowledging the 
d i f f i c u l t  tasks o f  b u i l d i n g  and pos i t i on ing  a new A.I.D. program i n  Guatemala; 
and, the  complexity o f  i n s t i t u t i o n  bu i ld ing .  

The PED program was challefiged by c rea t i ng  an organizat ion w i t h i n  A, I .D. and 
then pos i t i on ing  it i n  Guatemala's p r i v a t e  sector. I n  addi t ion,  i t ' s  goals and 
purpose was an ambitious experiment, one t h a t  targeted the center  o f  economic 
development I n  a country where the p r i v a t e  sector was character ized by t i g h t  
01 igopoly  and government cont ro l  s. The PED program planners simply missed the 
boat on t ime forecasts. Nowhere d i d  t h e  planners take i n t o  considerat ion t ha t  
the  program was essen t i a l l y  s t r uc tu r i ng  ambiguity, both i n  the program bu i ld ing  
sense and i n  the character o f  i t ' s  goal and purpose statement. Even i f  they d i d  
recognize the  imposing nature o f  the  task, i t  s t i l l  would have been very 
d i f f i c u l t  t o  p red i c t  how long i t  would take t o  move a p ipe l ine .  

The f o u r  components were already i n  place and three o f  them were very good a t  
t ak ing  care o f  business. Unfortunately none of them were undertaking the kinds 
o f  tasks requ i red  by the  PfD program. I n  f a c t  t he  in ten t ions  o f  the  PED program 
c h a l l  enged them t o  change the s t r a t e g i c  o r i e n t a t i o n  o f  t h e i r  organizations. 



These kinds o f  a c t i v i t i e s  f a l l  i n t o  the  i n s t i t u t i o n  b u i l d i n g  ra the r  than the 
i n s t i t u t i o n  strengthening categor ies.  

Each o f  the components f i nds  i t s e l f  i n  a  d i f f e ren t  developmental s i t u a t i o n  
today. CEDE looks the best when compared t o  the ind ica to rs .  A f t e r  a l l  i t  i s  
an easier  task t o  count people t r a i n e d  i n  entrepreneur ia l  s k i l l s  than t o  i s o l a t e  
and measure the  impact t h a t  the GREMIAL has had on p o l i c y  dialogue and 
l e g i s l a t i o n .  CEDE he ld  i t s  f i r s t  c lass  i n  Ap r i l ,  1989, and one would be 
i n c l i n e d  t o  say t h a t  would mark t he  end of the i n s t i t u t i o n  b u i l d i n g  phase and 
the  s ta r t -up  o f  j u s t  doing the work. Unfortunately t h a t  i s  not  the case, and 
as t h i s  r epo r t  has ind ica ted  i n  the t r a i n i n g  section, many i n s t i t u t i o n a l  issues 
s t i l l  remain and w i l l  continue t o  be re f l ec ted  on e f f ic iency and ef fect iveness 
fo r  some t ime t o  come. 

The GREMIAL i s  another i n t e r e s t i n g  case, perhaps the most successful one a t  the - 
i n s t i t u t i o n  b u i l d i n g  task. The execut ive d i rec to r ,  a  founder o f  the GREMIAL, 
repor ts  t h a t  she i s  now exc lus i ve l y  ded i ca t i ng  her time' t o  t h e  po l  i c y  arena, and - 
accomplishing q u i t e  a  l o t  a t  t ha t .  She remarks t h a t  t he  PED has caused the 
emergence o f  t h i s  e n t i r e l y  new s t r a t e g i c  d i r e c t i o n  f o r  the  GREMIAL. Their  new 
graphic on the  mission statement shows " c o l l  a tera l  a c t i v i t i e s , "  a c t i v i t i e s  t h a t  
a f f e c t  the environment o f  business i n  Guatemala. For example, the Executive 
D i rec to r  was very pleased t o  exp la i n  t h a t  as a  r e s u l t  o f  these e f f o r t s  t o  a f f e c t  
the economic environment she was able t o  a t t r a c t  s i x  new shipping l i n e s  t o  the 
A t l a n t i c  po r t s  and th ree  new l i n e s  t o  the  Pac i f i c  por ts .  Those w i t h  an 
understanding o f  the  h i s t o r y  of problems facing non- t rad i  t i o n a l  a g r i c u l t u r a l  
export  i n  Guatemala would q p r e c i a t e  t h e  s t r a teg i c  value o f  t h i s  v i c t o r y .  I t  
would seem then t h a t  the  GREMIAL has p u t  the i n s t i t u t i o n  b u i l d i n g  phase behind 
them but there are o the r  signs t h a t  they have not. 

It would be d i f f i c u l t  t o  e s t a b l i s h  exac t l y  a t  what p o i n t  the  i n s t i t u t i o n  
bu i l d i ng  phase o f  the PED program ended and when the "work" ac tua l l y  began. I n  
fact ,  wh i le  much has been structured and i s  operat iona l ,  par ts  o f  the 
i n s t i t u t i o n a l  framework are  s t i l l  no t  i n  p lace o r  need f i x i n g .  Recommendations 
i n  the PMU sec t ion  seeks t o  address these areas and the researcher i s  encouraged 
t h a t  enough o f  the  i n s t i t u t i o n a l  framework i s  i n  p lace  t o  absorb these 
recommendations qu i ck l y  and success fu l l y  . 

CONCLUSIONS 

1. The A.I.D. program planners d i d  no t  recognize the task  o r  t ime requ i red 
f o r  b u i l d i n g  a new A.I.D. program and pos i t i on ing  i t i n  the Guatemalan 
p r i v a t e  sector. 

2. The PED program and component organizat ions are j u s t  now t r a n s i t i o n i n g  
from the  i n s t i t u t i o n  b u i l d i n g  phase i n t o  the operat ional  phase. Once the  
recommendations a re  acted upon f o r  improving the  PMU and component 
network, the problems o f  p ipe1 i n e  w i l l  end and become p a r t  of the PED's 
ea r l y  chi ldhood h i s t o r y ,  and no longer  be an issue 

1. The PED program should extend i t ' s  ending date by two years. 



2. The PED p ro jec t  should be recognized as a major program i n  the A. I .D.  
m i  ss ion  and receive the treatment and r e p o r t i  ng re1 a t i  onshi ps accorded t o  
the o ther  programs 

PERCEPTIONS OF CHAOTIC AND POOR MANAGEMENT BY THE PMU 

FINDINGS 

The PMU has not  y e t  been establ  i shed as i t  was intended i n  e i t h e r  the p r o j e c t  
paper o r  i n  the agreement signed w i t h  A.I.D.. Yet i n  s p i t e  o f  t h i s  i t  has 
f a c i l i t a t e d  outputs and, t o  a very l a rge  extent ,  f a c i l i t a t e d  the management o f  
the  e n t i r e  component system. It wasn't p r e t t y  b u t  i t  has been e f f e c t i v e .  
(Please see organizat ion char ts  next two pages - Figures 1 and 2.) 

Unfor tunate ly  the d i r e c t o r  o f  the PMU, who i s  a l s o  the executive d i r e c t o r  of 
CAEM, became ill i n  November 1989 and had t o  leave the country f o r  treatment. 
He re turned t o  the o f f i c e  i n  A p r i l  1990. It i s  hard t o  say what improvements 
would have been made i n  the PMU had he been we l l  du r i ng  t h i s  time; nevertheless, 
the s i t u a t i o n  and work ahead i s  q u i t e  c lear .  It i s  hard t o  say what 
improvements would have been made i n  the PMU had the  Executive D i rec to r  been 
we l l  du r ing  t h i s  time, nevertheless, the s i t u a t i o n  and work ahead i s  q u i t e  
c l ea r .  

Questions f requen t l y  asked are; was a ~uaterna l  an organizat ion r e a l l y  necessary 
fo r  the management o f  the PED component network? And, was CAEM the r i g h t  
choice? The choice was r e a l l y  whether t he  PED o f f i c e  o r  a Guatemalan 
i n s t i t u t i o n  would manage the p ro jec t .  The PED o f f i c e  could have done it, 
however i n  t h a t  case, one would have had t o  accept the fo l lowing:  

It would have been more expensive; the p r i va te  sector  . 
i n t e r ven t i on  would have been 1 ess Guatemal an and more American; 

1 I t  would have generated l ess  i n s t i t u t i o n a l  developmeti o f  
Guatemalan i n s t i t u t i o n s ;  

It would have placed PED and the  American government i n  t h e  
middle o f  many p o l i t i c a l  decis ions v i s - a - v i s  the p r i va te  sector; 

I t  would have increased Guatemalan dependency on the U.S. 
Gsvernment for  managing improvements i n  the Guatemal an p r i va te  
sector  and decreased the probabi 1 i t y  f o r  susta inab i l  i ty ;  

E I t  wouldmainta in  t h e d i s t a n c e  between Guatemalan contractors 
and USAID w i t h  respect t o  understanding how USAID works and how 
t o  p a r t i c i p a t e  and inf luence t h a t  process. When the PMU i s  
s t a f f ed  and funct ioning,  the  p r o j e c t  w i l l  leave behind four or 
f i v e  Guatemalans who r e a l l y  understand the  A.I.D. system and 
these people w i l l  be of extreme value i n  the future,  outside o f  
P..I.D., i n  Guatemalan organizat ions.  



On the o ther  hand PED would have increased the amount o f  d i r e c t  con t ro l  o f  the 
program. Not a very persuasive argument. Some have opened the p o s s i b i l i t y  o f  
r eso l v i ng  problems i n  the  PMU, mentioned be1 ow, and reconsider ing whether the 
f u l l  range o f  management func t ions  should be undertaken as o r i g i n a l  l y  p l  anned 
i n  the p r o j e c t  paper. I n  t h i s  way USAID could pu l l -back con t ro l  i n  a surg ica l  
way. The evaluator wres t led  w i t h  the chal lenging idea o f  taking-back some 
management funct ions from the  PMU and managing them i n  A. I .D. 

The o v e r a l l  s i t u a t i o n  w i t h  the  PHU i s  t h a t  i t  has not  been s ta f fed ,  and, due t o  
the l a c k  o f  i n s t i t u t i o n  b u i l d i n g  has not  begun operating. Recommendations i n  
t h i s  sec t ion  w i l l  s t a f f - u p  the PMU by four  people ( ten  were c a l l e d  f o r  i n  the 
p r o j e c t  paper and attachments t o  the con t rac t  signed w i t h  CAEM) and a f u l l  t ime 
d i r e c t o r  who's du t ies  w i l l  be t o t a l l y  separate from CAEM's. Together w i t h  the 
o ther  recommendations i n  t h i s  section, the evaluator f ee l s  t h a t  the PMU has a 
good chance o f  p rov id ing  adequate o r  q u i t e  poss ib ly  exce l len t  management o f  the 
p ro j ec t ,  I f  however, when progress i s  checked i n  s i x  months, the  PMU has not  
acted on the very s p e c i f i c  recommendations and i s  s t i l l  not  d e l i v e r i n g  services, 
t ha t  w i l l  be the t ime t o  reconsider whether A.I .D. should manage c e r t a i n  
funct ions d i r e c t l y .  

- 

The on ly  o ther  Guatemalan organizat ion capable o f  managing t he  PMU i s  the 
GREMIAL. There i s  no quest ion t ha t  the GREMIAL i s  a well  managed, f i r s t  c lass 
organizat ion.  However, the GREMIAL i s  a1 ready qu i t e  la rge.  Increasing ; t s  
power and scale reminds one o f  FUSADES, not  t o  mention t h a t  the GREMIAL i s  not  
i n t e res ted  i n  managing the PMU. They know what business they are i n  and what 
business they are no t  i n - -a  c h a r a c t e r i s t i c  o f  a wel l  run organizat ion.  CAEM has 
estab l ished a s o l i d  and we l l  respected niche i n  the p r i v a t e  sector  and i s  h i gh l y  
capable o f  managing t he  PMU. The problem i n  the PHU so f a r  i s  p a r t l y  the 
Executive D i rec to r ' s  unt imely  i l l n e s s  and p a r t l y  the fact  t h a t  s t a f f i n g  has no t  
occurred. These two f a c t o r s  have prevented spl  i t t i n g - o f f  the PMU from CAEM. 
The PMU was intended t o  be a separate o f f i c e  w i t h i n  CAEM. 

Perhaps i t  would be use fu l  t o  present the fo l low ing  sect ions taken from the 
p r o j e c t  paper and Attachments 1 and 2 o f  the  CAEM/PED agreement. These are the 
sect ions where the PMU has so f a r  no t  been i n  compliance: 

The PMU, s t a f f e d  w i t h  personnel f a m i l i a r  w i t h  A.I.D. 
regu la t ions,  w i  11 provide the oversight  necessary t o  ensure t ha t  
grant  funds are used i n  a manner consistent  w i t h  the ob jec t i ves  
o f  the p ro j ec t .  

It i s  expected t h a t  add i t iona l  components w i l l  be added t o  the 
p ro jec t  by amendment when, as, and i f  other oppor tun i t i es  t o  
strengthen p r i v z t e  enterpr ise mature. 

Note: S t a f f i n g  f o r  the PMU recommends the h i r i n g  o f  approximately ten  f u l l  t ime 
pos i t ions.  However the  s p e c i f i c  pos i t i ons  are d i f f e r e n t  i n  the p ro j ec t  paper, 
attachment one o f  the  con t rac t  and attachment two. The f o l l ow ing  l i s t  i s  a 
composition o f  those s t a f f i n g  plans: 

PED p ro jec t  manager 

PED manager ass i s t  ant  



Procurement speci a1 i s t  

Executive assistant t o  procurement special 1st  

Impact monitors (two o r  more) 

Senior information systems spec ia l i s t  t o  manage the PMIS 

Information systems special 1st  

Administrat ive assistant and three secretaries. 

Assess the q u a l i t y  and conformity t o  p ro jec t  ob ject ives o f  services provided by 
contract technical  assistance and by impl ementing organizations through the 
PHIS, gather data on pro jec t  impact and evaluate the cost ef fect iveness o f  
pro ject  inputs and a c t i v i t i e s  on a cont inuing basis. 

Develop a r o s t e r  o f  technical  advisors and services available from Guatemalan 
and fore ign sources. 

Gather business information o f  use t o  impl ementing organizations and t o  USAID 
( information networking funct ion).  

Develop a network w i th  programs by other donors and the G06. 

Quar ter ly  progress repor ts  w i l l  be submitted t o  USAID by each implementing 
organization through CAEM, out1 i n i  ng accornpl i shments, problems and proposed 
solut ions and a l i s t  o f  key a c t i v i t i e s  t o  be ca r r i ed  out over the next quarter. 
An annual progress repor t  w i l l  also be submitted by CAE# t o  USAID. 

Speci f ica l ly ,  CAEM w i l l  assure tha t  the PMU ca r r i es  out the fo l low ing  tasks: 

Oversee the administrat ive and f i nanc ia l  a c t i v i t i e s  o f  the , 

sub-grantees and CAEH re1 ated t o  the procurement of :  technical  
assistance and other technical support services; o f fshore 
t ra in ing ;  and, commodities; 

Assess upon request o f  CAEH and the COTR, USAID/Guatemala the 
q u a l i t y  and performance o f  the p ro jec t  (note: it should be 
acknowledge t h a t  A. 1.0. d i d  not formal ly  request such things); 

Through the  PMIS, gather data on pro jec t  impact and evaluate the 
cost-effectiveness o f  p ro jec t  inputs and a c t i v i t i e s  on a 
cont inuing basis; 

Develop a r o s t e r  o f  technical  advisors and services avai lab le 
from Guatemalan and fore ign sources; 

Gather business i n f o m a t  i on  t o  d i s t r i b u t e  t o  Guatemalan 
i n s t i t u t i o n s  and the network; AND 

Develop a network w i th  programs by other  donors and the GOG. 



CAEM, and other implementing organizations through CAW, shal l  submit quar ter ly  
progress reports t o  the USAID contract ing off ice ou t l in ing  accomplishments, 
problems, proposed solutions, and a l i s t  of key a c t i v i t i e s  t o  be carr ied out - 

over the next quarter. CAEH shal l  a lso submit t o  the COTR, annual progress 
repor ts  covering each component and expla in ing any sho r t fa l l  from pro jec t  goal s. 
A l l  reports must be prepared i n  form and substance acceptable t o  the COTR. 

The above mentioned program requi rements were t o  have been accompl i shed by CAEH 
and so fa r  have not been achieved. The most c r i t i c a l  o f  these program 
intent ions i s  the s taf f ing issue because CAEH w i l l  be unable t o  accomplish the 
other program requirements without s taf f ing key function areas. CAEH attempted 
t o  do the best i t  could on the pro jec t  fo r  the most part  wi th  s t a f f  pre-ex is t ing 
before the project began, p a r t i c u l a r l y  i n  managerial and decision roles. This 
bott leneck on program performance was fu r the r  complicated by 1 osing the 
D i rec tor '  s contr ibut ion these l a s t  s i x  months, j u s t  as the component network was 
emerging from the i n s t i t u t i o n  bu i ld ing  phase and beginning t o  accomplish program 
goals a t  a rapid pace. 

That CAEM faci 1 i tated the performance o f  the component network without s t a f f  i n  
the PMU i s  astonishing. I n  addit ion, CAEM managed t o  play a heroic r o l e  i n  - 
bu i l d ing  pol i cy  dialogue a t  unprecedented 1 evels i n  the GOG. Not only were new 
pol i c y  dialogue channels i n i t i a t e d ,  but CAEH a1 so establ ished i t s e l f  as a pol i c y  
leader through the s k i l l f u l  work o f  i t s  assistant d i rector .  F ina l ly ,  and 
perhaps the most exc i t ing  accompl ishment, was tha t  t h i s  dialogue played a key 
r o l e  i n  achieving two major pieces of l eg i s la t i on :  the maquil la leg is la t ion ;  
and, the free zone leg is la t ion .  I t  i s  also anticipated tha t  two new pieces of 
l e g i s l a t i o n  w i l l  be forthcoming: a labor  law tha t  w i l l  f a c i l i t a t e  employee buy- 
outs t o  strengthen pr iva t iza t ion ;  and, p r iva t iza t ion  1 egi s l  at ion. When 
completed, these new 1 aws w i l l  s a t i s f y  CAEM's strategic plan establ ish ing the 
l e g i s l a t i v e  foundation f o r  accompl i sh ing  the program's goal and purpose 
statement. When t h i s  l e g i s l a t i o n  becomes law, i t  w i l l  be a very proud aoment 
indeed f o r  the PED program. 

There should be no doubt regarding the  s k i  11 f u l  and powerful pol i c y  r o l e  played 
by the assistant director.  He i s  constant ly sought out by ministers for  advice F 

and counsel, and h i s  performance i n  CONAPEX and other set t ings has been r 

comnented on i n  an e a r l i e r  section o f  t h i s  evaluation. Pol icy i s  t r u l y  h i s  
strength, and h i s  value t o  the program i n  t h i s  respect should not be 
underestimated. 

One must wonder a t  the way CAEH has managed a t  once so badly a t  compliance, and 
y e t  so e f fec t i ve l y  i n  resul ts.  This complex orchestration o f  both good and bad 
management, however, should not be continued. It i s  r e a l l y  " l i v i n g  on the 
edge. "Fortunately,  the problems are e a s i l y  repaired, one imagines tha t  i f  CAEn 
can manage a PMU so well without a managerial s ta f f ,  tha t  the p o s s i b i l i t i e s  are 
q u i t e  br ight ,  assuming tha t  recruitment and h i r i n g  w i l l  soon occur. 

There several Instances where concerns have been raised about questionable 
procurement practices regarding the purchase o f  c d i  t ies  by the component 
network. CAEH has not h i red any personnel In  t h i s  area as d i rected i n  the 1 i s t  
o f  required personnel indicated !rr the p ro jec t  paper, and the agrewent signed 
w i t h  A.1.D.. Fortunatel:, a pocurement spec ia l i s t  has been h i red  on a short 
term basis t o  wr i te  a procurement manual f o r  the PHU. This i s  however j u s t  the 
f i r s t  step i n  addressing the problem. 



A factor tha t  has contributed t o  the appearance o f  chaot ic management would 
include the  fol lowing three s t ruc tura l  re la t ionships w i th in  the component 
network (please see the organization chart) : 

The executive eomnittee ac tua l l y  operates as two comnittees: 
one inc luding presidents o f  the four components with the 
d i rec to r  o f  the PMU; and, one that  convenes the managing 
d i rec tors  o f  the four  components w i th  t h e i r  A.IoD. advisors, 
The presidents have a tendency towards poor attendance and i t  i s  
d i f f l c u l  t f o r  the PMU t o  coordinate resu l t s  o f  both comni ttees. 

The PMU has suffered because o f  poor s ta f f i ng ,  and due t o  the 
shortage o f  manageri a1 t a l  errt functions only  informal 1 y and par t  
o f  CAEM, not independently, as was intended i n  the pro ject  
design . 
While the USAID advisors see each other f requent ly and are 
f r iendly  and col  l eg i  a1 , there i s  no formal organizat ion o f  t h e i r  
ro les w i th in  t h e i r  component organization o r  v is-a-v is  each 
other, 

The USAID advisors on the publ ic  sector side were never h i red.  Perhaps the PED 
component system i s  now ready t o  absorb such t a l e n t  now t h a t  pol i cy  dialogue 
w i t h  the p r i  vate sector i s  standard operating practice. The organization chart 
for the PED pro ject  does not ind icate a c lear  r o l e  f o r  these advisors; however 
there i s  an emerging need f o r  t h e i r  ro le .  

Turnover o f  s t a f f  i n  A.I.D. i s  something tha t  missions and A.I.D. programs 
adjust  t o  a l l  over the world. However, turnover o f  PED USAID s t a f f  and advisors 
i s  p a r t i c u l a r l y  sensi t ive during the penetration and s t a b i l  i z i n g  stages o f  t h i s  
new p r i va te  sector program. Within the next eight months the  evaluator predicts 
the program w i l l  be out of the "incubator" and be able t o  survive without heroic 
e f fo r t .  This w i l l  depend t o  a large extent on the successful implementation o f  
new s t a f f i n g  o f  the PMU and the s t ruc tura l  improvement o f  t he  component network. 
An important ingredient f o r  t h i s  s t a b i l i t y  t o  be pro jected i n t o  the next four 
years, assuming the recomnendation t o  extend the program i s  accepted, w i l l  be 
some element o f  long term s t ra teg ic  control  o f  t he  program through a subtle 
mechanism involv ing the cont inu i ty  o f  A.I.D. s ta f f .  This would be a nice thread 
t o  connect the h i s to ry  o f  the program wi th the future. 

F ina l l y ,  the  PED program i s  ready t o  make two important t ransi t ions, as was 
mentioned above. F i r s t  there i s  a " p r o g r a ~  repa i r  mode* based largely  on the 
react ions and decisions stimulated by the evaluation. These should be completed 
w i t h i n  s i x  months and s tab i l i ze  soon thereafter. A t  t h a t  point, the 

. program should a t  l a s t  be on a "cruise control  mode. " The intense hands-on r o l e  
o f  the  USAID pr iva te  sector d i rec to r  was perhaps necessary during the cruc ia l  
s ta r t -up  and incubation stages. The need f o r  t rans i t i on ing  h i s  leadership r o l e  - as the  program evolves through the upcoming stages should now be considered. 



CONClUS IONS 

The PMU has not been formed as intended i n  the agreement. There i s  no 
s t a f f  and management o f  the program has so far, hardly ex is ted a t  a l l .  
I n  sp i te  o f  t h i s  the PMU has f a c i l i t a t e d  program achievements t o  a 
surpr is ing degree through an informal system o f  managenient by the CAEM 
s t a f f .  The PMU was t o  have been an office, s taf fed and operating w i th in  
CAEM but through personnel working independently from CAEM's m i  ss i  on. 
This has not been done. Actual ly  the CAEM s t a f f  manages the p ro jec t  and 
cannot d i f f e r e n t i a t e  t h e i r  r o l e  i n  the ?MU from t h e i r  r o l e  i n  CAEH. The 
A. I .D. p r inc ipa l  advisor's r o l e  i s  what has kept the PMU and the  component 
network under control .  The untimely and unfortunate i l l n e s s  d f  the PMU 
d i r e c t o r  may be responsible t o  some extent for problems re la ted  t o  the 
PMU . 
The fo l lowing areas are the spec i f i c  in tent ions o f  the program under the 
agreement w i th  CAEM where CAEM has not so f a r  performed w i t h  respect t o  
the PMU: 

CAEM has not performed i n  key areas o f  pro ject  oversight, s t a f f i n g  t o  
accompl i sh th i s ,  and development o f  an informat ion network, as 
out1 ined i n  the pro jec t  paper and Attachments 1 and 2 o f  the CAEM/PED 
agreement (See pp. , above) , 

The in tegra t ing  mechanisms o f  the component network are not achieving 
t h e i r  goals. Spec i f i ca l l y  these are the executive c m i t t e e ,  the ?MU and 
the publ ic  sector/private sector l i n k  by an A.I.D. advisor. These 
shortcomings are re lated t o  the design o f  the s t ructura l  re1 at ionships and 
not the  personnel. 

The d i rec to r  o f  the OPED has managed the program very d i r e c t l y  and 
personally during the s tar t -up o f  the program. His management s t y l e  
should evolve w i th  the t r a n s l t l o n  o f  the progrm in to  i t ' s  i n s t i t u t i o n -  
a l i z a t i o n  mode so tha t  he can manage more i n d i r e c t l y  through the s t a f f  as 
they are i n  place. 

Turnover o f  A. 1.0. PED program s t a f f  has jus t  completed a major cyc le and 
the complete new contingent should soon be i n  place. To insure 
consistency and program i n t e g r i t y  some cont inu i ty  o f  s t a f f  should be 
maintained i n  order t o  l i n k  the past t o  the future. 

While the team o f  A. I.D. program advisors has performed wel l ,  the 
complexity of  the program a t  t h i s  stage o f  i t s  evolution requires formal 
organization of t h e i r  roles, dut ies and report ing relat ionships. 

The A. I .D. advisors i n  the pub1 i c  sector have not been hired. No doubt 
tha t  was wise as it would have been d i f f i c u l t  f o r  the component network t o  
have absorbed them previously. There I s  a r o l e  f o r  them i n  the  program 
however a t  t h l s  time. 



RECOHMENDAT I OMS 

The PMU must act ivate the d i rec to r ' s  r o l e  as one tha t  i s  dedicated t o  the 
f u l l  time management of the program and tha t  i s  riot involved a t  a l l  wi th 
the internal  management o f  CAEM o r  i t ' s  member services. The d i rec tor  
must acknowledge and respond t o  the performance def ic ienc ies o f  the PMU 
described i n  :;he evaluat ion and create a plan tha t  accomplishes a11 the 
intent ions o f  the PMU as dascribed i n  the pro ject  paper and agreement, 
This must be submitted t o  the A. I .Dm progran advisor no l a t e r  than one 
month from the submission c f  the evaluat ion 

A l l  recomnendations regarding the M U  i n  the evaluation w i l l  have been 
car r ied  out no l a t e r  than s i x  months fo l lowing the submission o f  the 
evaluation repor t  t o  USAID. 

The PMU must ba i n  complete ccmpliance by then w i th  the in tent ions o f  the 
program. A t  tha t  time, v e r i f i c a t i o n  o f  i t ' s  performance w i l l  take place 
and be reviewed by the d i rec to r  o f  the PED program t o  be followed by a 
presentation o f  those achievements t o  the relevant USAID support s t a f f  and 
the executive cornmi t t e e  

The executive c o m i  t t e e  w i l l  meet every two weeks u n t i l  the PMU has proven 
t h a t  i t  i s  i n  compliance w i th  the in tent ions o f  the PED program. There 
should only be one chamber o f  the executive comari t t e e  where the president, 
managing d i rec tor  and A. I .D. advisor o f  each component are members. Only 
one vote from each component w i l l  be counted. The presidents o f  each 
component w i l l  have the vote. However i f  the president i s  not  present the 
managing d i rec tor  w i l l  vote and i f  the managing d i rec to r  i s  not present 
the A.I.D. advisor w i l l  vote. There w i l l  be an open agenda f o r  each 
meeting where the presidents, managing d i rec tors  o r  A. I .D. advisors may 
place i tems on the w r i t t e n  agenda. Minutes w i l l  be taken and c i rcu lated 
t o  the publ ic /pr ivate sector in tegra t ion  comni t t e e  and t o  the  members o f  
the PMU, and the USAIO PED program d i rec tor .  The d i rec to r  o f  the W w i l l  
be the chairman o f  the executive comnittee; the author i ty  o f  the e lec t ive  
c o m i t t e e  i s  only advisory. 

The current organization o f  the PED program 1 ink ing  the publ i c  and pr ivate 
sectors i s  accomplished by a USAID advisor. Because the scope o f  t h i s  
funct ion requires a "buy-inn from a l l  components i n  both the pr iva te  and 
publ i c  sectors, a publ i c /p r iva te  sector in tegrat ion comni t t e e  should 
replace the h i s t o r i c a l  funct ion o f  the USAID advisor. The publ ic/pr ivate 
in tegrat ion c o m i t t e e  w i l l  be formed by the managing d i rec to rs  o f  the four 
p r i va te  sector components and the f i v e  pub1 i c  components and chaired by 
the d i rector  o f  the PHU. There w i l l  be an open, w r i t t e n  agenda where 
members are free t o  enter agenda items. The publ ic/pr ivate sector 
in tegrat ion comni t t e e  w i l l  meet once a month o r  whenever three members 
c a l l  a meeting.. Minutes w i l l  be c i rcu la ted  t o  the PMU, executive 
comni t t e e  and the USA10 PED program d i  rector.  

The PMU w i l l  be formed by the d i rec to r  o f  the PHU, t he  executive 
assistant, procurement special f st, program monitors, and A. I .D. advisor. 
It w i l l  meet formal ly every two weeks. Any member may place i tems on the 
w r i t t e n  agenda and minutes w i l l  be c i rcu la ted  t o  the executive comnittee, 
the publ i c/pr i  vate sector in tegra t ion  c o m i  t t e e  and the USAID PED prograa 



d i rec tor .  The PMU w i l l  revfew the minutes o f  meetings held by the 
executive committee and the publ ic /pr ivate sector in tegrat ion c o m i  t tee .  

A formal s t a f f  rec ru i t i ng  e f fo r t  w i l l  begin as soon as possible fo r  the 
PMU. Posit ions t o  be fil l e d  are: executive assistant; procurement 
special i st ;  program monitor; and secretary. I n  p r inc ip le ,  these posi t ions 
should be f i l l e d  by the most educated and able ta len t  available. Because 
the procurement special i s t  i s not yet  on board, the PMU should arrange f o r  
the USAID procurement spec ia l i s t  t o  guide and review the recruitment 
e f f o r t  a t  every stage of the process u n t i l  these people are hired. This 
w i l l  insure tha t  the PMU h i res  the best t a l e n t  available. Except f o r  the 
secretary, a l l  posi t ions should be f i l l e d  by col lege graduates. I n  the 
case of the program monitor; i t  would be idea l  t o  h i r e  an i ndus t r i a l  
engineer. The P#U should expect t o  pay the  executive asslstant,  
procuremen: speci a1 i s t  and program m n i  t o r  approximately 3,500 Quetzales 
per mont' indexed on Apr i l ,  1990 Quetzales. 

An o f f i c e  design that  separates and c l e a r l y  dist inguishes the PMU s t a f f  
f r o m  the CAEM s ta f f  should be implemented imnediately and be completed 
before the new s t a f f  arr ives. The current o f f i c e  arrangement would be 
extremely confusing wi th  respect t o  the d i v i s i o n  o f  r e s p o n s i b ~ l i t i e s  and 
separate missions o f  these uni ts .  

The dates f o r  the publ ic sector advisor's r o l e  should be extended f o r  two 
years as the publ ic  sector now appears ready t o  absorb the advisors work 
w i th in  the s p i r i t  o f  the pro jec t  goals. This readiness I s  based on the 
learning curve established by the pro ject  w i th  respect t o  i t s  publ i c  
sector dialogue outputs and overa l l  accompl ishments. I t  would be wise t o  
consider the use o f  U.S. short-term technical  consultants as wel l  as 
Guatemalan nat ionals on the l i n e  items f o r  advisors. The or ig ina l  concept 
only i n c l  uded f u l l  time U.S. technical  advisors. I f  Guatemalan technical 
advisors are used, A. I .D. should be sure t o  determine tha t  any Gua?emalan 
nat ional  selected as a technical advisor would be able t o  represent 
P..I.D.'s po in t  o f  view. There i s  a tendency f o r  Guatemalan's who were 
once pa r t  o f  the GOG t o  have d i f f i c u l t y  coming over t o  the A. I.D. side 

The c r i t i c a l  management component t h a t  w i  11 determine improvements i n  the 
PED pro jec t  implementation and, u l t imate ly  o f  the PED program i t s e l f  i n  
terms o f  the  accomplishment o f  i t s  goals, i s  the  MU. The success o f  the 
PMU, i n  turn, w i l l  depend t o  a la rge  degree on the management guidance, 
t raining, monitoring and support tha t  the  P)4U receives from USAID 
Guatemla. I n  t h i s  connection, i t  i s  important t h a t  the A.I.0.-funded PED 
a?; jsor t o  the CAEM/PIIU component continue I n  h i s  post f o r  the remainder 
of the pro ject .  This w i l l  help t o  ensure the con t i nu i t y  and i n t e g r i t y  of  
the PMU funct ion as intended i n  the program design. Extension o f  t h i s  
advisor's r o l e  f o r  the remaining l i f e  of t h e  pro ject  i s  made moss 
important i n  t h i s  par t i cu la r  case because o f  losses and changes t o  date i n  
A. I. 0. -funded personnel working on the PED program. 

The PMU should publ ish a monthly newsletter about the pro ject  where each 
component and program element would contribute, i .e. Investor Services 
Center, f ree  trade zones, CEDE etc. 'iwo types o f  a r t i c l es  should be 
presented i n  a balanced manner: information such as announcements, 
opportunit ies, achievements; and, short case examples o f  examples of 



succos,~ as vignettes. Every e f fo r t  should be made through a mail-merge 
feature o f  the CAEM computer t o  insure a permanent saturat ion o f  
d i s t r i b u t i o n  throughout the pub1 i c  and pr iva te  sectors. The d i s t r i b u t i o n  
l i s t  should be cleared w i th  the A.I.D. PED of f ice. 

MEASUREMENT 

FINDINGS 

The p ro jec t  paper addresses the concept o f  S'ME as one category o f  un l t  
comprising the pr iva te  sector. The output measures f o r  the program however 
speak about the start-up o f  new enterprises, expansion o f  employment and export 
enterprises. There i s  no systematic conceptual 1 i nk  establ ished between SME and 
these breakdowns o f  program outputs. 

The evaluators discovered t h a t  very impressive achievements are occurring 
everyday i n  three out o f  f ou r  of ' the component's projects.  Unfortunately 
however, very 1 i t t l e  o f  these achievements are being recorded. One only has t o  
be i n  the components' o f f i ces  t o  discover t h i s .  The problem i s  twofold: the 
PMU has not  desi.gned and required the t rack ing o f  achievements by the 
components; and, there i s  no one assigned i n  any o f  the component organizations 
t o  even attempt the capture o f  achievements. This shortcoming leads t o  the 
impression t h a t  nothing i s  being accompl ished when qui te  the opposite i s  true. 
I n  fact i t might be said t h a t  these valuable achievements are the best kept 
secrets i n  the development community. 

The program m n i  t o r  that  i s  t o  be h i red  i n  the PMU w i l l  be a centra l  f i gu re  i n  
the turnaround o f  the achievement t rack ing  problem. Addi t i ona l  ly, new 1 og frame 
ind icators w i T l  help guide the development o f  t h i s  system. 

CONCLUSIONS 

1'. A new framework Js needed t o  d i v ide  the .pr iva te  sector SMEs i n t o  d iscrete 
categories that  f a c i l  i t a t e  separate measurement o f  s tar t -up and expansion 
o f  SMEs according t o  the output categories speci f ied i n  the l o g  frame o f  
the  p ro jec t  paper 

2. The l o g  frame o f  the PED program i s  w r i t t en  as a pro ject  ra ther  than as a 
program. The l o g  frame i s  too broad and does not permit the break-out o f  
each pro jec t  and p ro jec t  segment. Addit ional ly,  there i s  no adequate 
l o g i c a l  connection between the goal and purpose statement and the other 
categories o f  analysis such as outputs and means o f  v e r i f i c a t i o n  

3,  There i s  no t rack ing method i n  place w i th in  the components t h a t  records 
achievements. The program's achievements are not being captured. 

1. Treat the  project as a pi ogram w i t h  four  projects, where each w i l l  have a 
l o g  frame. 



2 ,  Re-wri t e  the  l o g  frame so t ha t  there i s  a l o g l c a l  connection between goal, 
purpose, o b j e c t i v e l y  v e r i f i a b l e  ind ica to rs ,  assumptions, means o f  
v e r i f i c a t i o n  and outputs. The new l o g  frame should have enough dimension 
i n  each o f  the  above mentioned categor ies t o  r e f l e c t  program performance 
and be achievable i n  terns o f  captur ing the measures required.  

3 ,  Develop and use a taxonomy f o r  spec i f y ing  type o f  SME t h a t  i s  consistent  
w t t h  spec i f i ed  program outputs. One such framework could be export 
o r ien ted  enterpr ises,  enterpr ises t a r g e t i n g  nat iona l  markets and 
enterpr ises based on foreign investment. Export and na t iona l  market 
focused enterpr ises should also be d i v l ded  i n t o  s tar t -ups and expansion o f  
pre-ex i  s t i ng  enterpr ises.  

4 .  A program t rack ing  system should be developed as soon as possib le f o r  
recording the achievements o f  the components. The j ob  o f  t rack ing  
achievements should be assigned t o  the  program monitor i n  the PMU as 
h i  s/her primary assignment. 



V I  I I, PROJECT W G E M W  INFORH4TI~ SYSTEM 

CAEM has comnitted t o  establ ish a PMIS  t o  provide the data required f o r  very 
close monitoring o f  p ro jec t  implmentat ion by pro ject  managers., This monitoring 
i s  intended t o  r e s u l t  fn regular f ine- tun ing  o f  p ro jec t  resource management 
re f l ec t i ng  operating experience. I n  par t i cu la r ,  the PMIS should: 

1, Gather data on pro ject  impact and evaluate the cost effectlvenass o f  
pro ject  inputs and a c t i v i t i e s  on a continuing basis; 

2. Develop a r o s t e r  o f  technical  advisors and services avai lable from 
Guatemalan and foreign sources; 

3. Gather business informat:on o f  use t o  implementing organizations i n  t h e i r  
e f f o r t s  t o  promote pr iva te  enterpr ise development i n  Guatemala; 

4 .  Develop a network wi th  programs by other donors and the GOG; and 

5. Provide data required f o r  monitoring o f  pro ject  implementation and 
evaluation. 

- B e  FINDINGS: 

- 1. Annex L o f  the PP provided the o r i g ina l  concept f o r  t h i s  system. It 
specif!ed PC-ATs (based on the I n t e l  80286 processor) as the hardware 
plat form (approximate cost - USS2,OOO each), and Lotus and D-Base as the 
software (approximate cost - USS600 each). Imp1 i c i  t i n  t h i s  spec i f i ca t ion  
was the  understanding t h a t  a considerable amount o f  appl i c a t  ion  
programing would be required t o  construct the appropriate system o f  
databases and spreadsheets. 

2. A t  some po in t  i n  time, preceding the Derbes study, but accelerating 
rap id l y  thereafter,  the complexity o f  the PHIS skyrocketed. What was 
intended as a management too l  t o  "provide data required f o r  monitoring o f  
p ro jec t  implementation" became an end i n  i t s e l f .  The absence o f  a strong 
manager making decisions about j u s t  what information was necessary (and 
cost e f f e c t i v e  t o  gather), permitted technicians t o  specify a system which 
i f  constructed w i l l  be very powerful, d i f f i c u l t  t o  manage, cost ly,  and not 
even f u l l y  imp1 einenied u n t i l  ear ly lmid 1992. 

3. Development and installation o f  the Core In fomat ion  System (CIS),  which 
i s  "the center s f  the la rger  p ro jec t  management information system" began 
i n  3/90 and i s  scheduled t o  requi re 16 months. The cost i s  approximately 
USS350,OOO. I n s t a l l a t i o n  o f  the C I S  w i th in  the publ ic  sector PED 
i n s t i t u t i o n s  i s  the subject o f  a separate open so l i c i ta t ion .  Dead1 ine  f o r  
t h i s  s o l i c i t a t i o n  i s  5/30/90 and the A.I.D. Contracting o f f i c e  estimates 
t h i s  b i d  a t  approximately USS100,000, Other port ions o f  the PMIS have not 
ye t  been s p i f i e d .  



The hardware which CAEM w i l l  use t o  host t h i s  system i s  a Sun Micrrlsystems 
SPARC s ta t i on  1. This machine i s  cur ren t ly  i n  place a t  ;r cost of 
USS43,OOO. The hardware which the other e ight  coordinating PER 
i n s t i t u t i o n s  w i l l  use i s  generally already i n  place, and generally follows 
the  Derbes speci f icat ions (PC clones based on the I n t e l  80386 processor). 
The Xenix operating system used on these machines i s  not binary compatible 
w i th  the Sun0S operating system on the Sun ( the software developer feels I E- 

t h a t  t h i s  should not present a problem). 

None o f  the nodes on t h i s  network ( ie ,  the  9 PED i ns t i t u t i ons )  are Lr 
present ly  connected t o  each other v i a  a telecomnunications l i n k .  Guatel 
i s  i n s t a l l i n g  a packet switching network which should be capable o f  
hand1 i ng comnunications between these machines, but caution would suggest 
skept ic1 sm regarding the implementation date and connection cost. Should 
t h i s  not  be accomplished the a l ternat ives would be e i t he r  a custom 
microwave network, o r  phys ica l ly  t ransport ing d isket tes from one locat ion 
t o  another. E i ther  o f  the f i r s t  two a l ternat ives represents an 
investment/operating cost o f  $75,000 t o  $150,000. The t h i r d  a1 ternat ive 
would be acceptable i n  a less arrbitious system, but would waste the 
capabi 1 i t i e s  being programmed i n t o  the current system. 

The present status o f  t h i s  sys tem i s  as fol lows: 

a. Cost - USS500,OOO i n  software/hardware costs speci f ic  t o  t h i s  
custom system, w i th  s ign i f i can t  expenditures s t i l l  t o  come 

b. pe l  i v e r y  - Scheduled f o r  10/91, but few systems o f  t h i s  complexity 
are ever del ivered on time. Persomel general ly require 6 months o f  
system use before they become completely fami l iar ,  making the 

\ 

e f fec t ive  date f o r  f u l l  implementation mid-1992. 

Based on the J imi ted time the evaluation team has had t o  examine t h i s  
issue, the proposed PMIS seems t o  be o v e r k i l l  f o r  management needs. The 
most basic pr inc ipal  of system design i s  t h a t  you nust know what and how 
you want t o  manage, before you can wr i t e  a computer program t o  assist you. 
I n  the  absence o f  a strong PMU, these questions w i l l  remain unanswered f o r  
a while. 

Again, based on the 1 i m i  ted  time the evaluation team has had t o  examine 
t h i s  issue, it appears tha t  a simpler system, much closer t o  what was 
o r i g i n a l l y  proposed, would be more suitable, and could be implemented 

- 

re1  a t i v e l y  soon. 

RECOMMENDATIONS: - 
The evaluator i s  aware tha t  a recommendation such as fol lows i s  not t o  be made 
1 i gh t l y ,  because i t  involves s ign i f i can t  consequences. Hajor monetary and 
planning comni tments have been made, and h ighly  ta lented s t a f f  have been hired. 
Ca l l i ng  a h a l t  (or  even a pause) a t  t h i s  stage puts i n t o  question a major 

- 

i n i t i a t i v e  o f  t h i s  project. Caution i s  p a r t i c u l a r l y  appropriate i n  t h i s  case 
emphasized i n  points  7 and 8 o f  the proceeding t ime con i i ra in ts  given the  

section. 



The primary concern o f  the evaluator i s  not the technical v i a b i l  i t y  o f  the 
system. Whlle there are some questions on system design; the technical  team i s  
a capable one. Rather, the concern i s  whether management i s  f u l l y  aware o f  what 
i s  being purchased, and the cost Involved. I n  t h i s  regard the fo l lowing Issues 
should be f 1  agged f o r  fur ther  cnnsiderat ion: 

f irs \ ,  the Cooperative Agreement governing CAEM's p a r t i c l  pat lon requires the 
construction o f  a PHIS performing the f i v e  functions noted i n  Section A above. 
The f i r s t  and the l a s t  points there s p e c i f i c a l l y  r e l a t e  t o  "Inonitoringn the 
pro jec t  "on a continuing basisn. It i s  hard t o  see how these funct ions can be 
performed by a system which w i l i  not be e f f e c t i v e l y  i n  place u n t i l  mid-1992. 
If i t  i s  desired t o  f u l f i l l  these requirements through other mears, then th4s 
should be spelled out i n  an amendment. 

Secod, as the pro jec t  management port ions o f  the PHIS atrophied, the database 
port ions underwent hypertrophy. The " roster  o f  techni,cal advisors", "business 
information" and "network w i th  programs' became much more complex than 
o r i g i n a l l y  anticipated. This i s  not t o  deny the potent ia l  u t i l i t y  o f  such a 
database, nor the value i n  learn ing how t o  specify and implement such a database 
development program. But, the u t i l i t y  and value need t o  be weighed against the 
costs and d i f f i c u l t i e s .  This represents a major change from the o r i g i n a l  
concept and i f  i t  i s  desired t o  make t h i s  change i t  should be done consciously 
v i a  an amendment t o  the cooperative agreement. 

Third, the t o t a l  cost o f  t h i s  system i s  unknown. As deta i led above, the cost 
t o  design and i n s t a l l  the CIS and purchase the server f o r  CAEH i s  $500,000. 
This neglects the cost f o r  computers a t  each o f  the PED a f f i l i a tes , the  cost o f  
s t a f f  time a'; each o f  these i n s t i t u t i o n s  t o  a s s b t  i n  the design o f  t he  C I S ,  the 
cost o f  t ra in ing  people i n  the operation o f  the system, the cost o f  f u r the r  
addit ions beyond the C I S ,  the cost of comnunications l i n k s  t o  t i e  the network 
together, a budget for  system maintenance and some sor t  o f  contingency budget. 

(Some o f  these costs are already accounted for,  e.g. the computers and s t a f f  
time; others, e. y. the  t e l  ecomnunicat i ons network and a system maintenance 
budget have not ye t  been factored in.) The telecomnunications network was 
estimated above a t  $75,000 t o  $l5O,OOO. The system maintenance budget, using 
industry standard guidelines, was run from 12-45%, per annum o f  the t o t a l  
cap1 t a l  cast (I. e. , hardware p l  us software) . When tota led these costs w i  11 
represent several hundred thousand do1 1 ars o f  addit ional  investment. Thi s 4s 
eas i l y  a m i l l i o n  d o l l a r  project,  A consol idated budget should be compiled f o r  
t h i s  e f f o r t .  

Based on t h i s  reasoning the fol lowing actions are reconmended: 

1. A *  I *D* should ifmedi atel v freeze devel o ~ m n t  of t h i s  svstem* and care fu l l y  
uate whether the ma 

investment. I f  the i n t e n t i o e c o n v e r t  i t  from a 'Project Management 
needs o f  t h i s   rat m e r i t  this 

Information Systema i n t o  a "Management Information System8, then pro jec t  
management must be addressed i n  some other fashion and the M I S  database 
must be evaluated based on a rea l  l s t f c  budget. 



2 .  Brincl a consultant i n  for  oneltwo weeks t o  r e v i e w  the issues ra ised 1 
t h i s  sect ion.  Yhl le  the consultant should understand the technics: 
aspects o f  a managemefit information system, the  primary expert ise  required 
i s  a strong management background t o  evaluates the costs/benefl t s  o f  the 
or ig ina l  speci f icat ion,  the  e x i s t i n g  system and any recomnended 
modifications. 



IX. MAJOR CONCLUSIONS 

I n  assessing a pr ivate sector p ro jec t  as large and as mult i-faceted as the PED 
a t  the mid term, the evaluator must take i n t o  account that  many o f  i t s  expected 
outcomes are di f fuse: they can only be measured w i th in  a f i v e  t o  ten year 
post -pro ject  time frame, and they are d i f f i c u l t  t o  i den t i f y  as d i r e c t  resu l ts  
o f  the project,  i l a stronger non-trsdi  t i ona l  export sector, increased 
pa r t i c i pa t i on  o f  SMEs i n  the economy, an improved pol  i c y  environment f o r  p r iva te  
sector development, etc. This contrasts w i th  pro jects  i n  the pub l i c  sector, 
where progress on sped  f i c outcomes such as homes but 1 t , teachers trained, 
ch i ld ren  vaccinated, energy systems i n s t a l  led, etc. can be eas i l y  measured i n  
formative and sunmative evaluatians, and d i r e c t l y  a t t r ibu ted  ,to p ro jec t  inputs. 
This i s  not t o  say tha t  the PED cannot be evaluated, but t ha t  i n  p ro jec ts  where 
the sophi s t i ca t lon  o f  outcomes increases, the resu l t s  become correspondingly 
abstract, and evaluation requires a greater degree o f  sophist icat ion. 

Eva1 uat ion o f  the PED must a1 so necessari ly take i n t o  account t ha t  i t  breaks new 
- 

ground f o r  USAID/Guatemala i n  the concept o f  i t s  design as well as the pr iva te  
sector area o f  emphasis, 

These factors comprise the  framework w i th in  which the evaluation team has 
formul ated i t s  conclusions and recommendations. 

General Accompl i shments 

There i s  a popular misconception t h a t  the PED pro jec t  i s  somehow i n  trouble, o r  
i s  not performing as wel l  as i t  should. It i s  the unanimous conclusion o f  the 
evaluation team that t h i s  i s  emphatically not the case. While there have been 
some d i f f i c u l t i e s  i n  ge t t i ng  under way, and d i f f i c u l t i e s  w i th  some components 
o f  the project, the overa l l  assessment o f  PED i s  that  i t i s  a s k i l l f u l  
1 everaging o f  A. I.D. resources, which I s  making good progress i n  imp1 ementation. 

I n  an important sense, the PED pro jec t  has opened a new avenue o f  in f luence f o r  
A. I.D. t o  promote construct ive change w i th in  a benef ic iary country. PED has 
strengthened the po l i cy  a r t i c u l a t i o n  w i th  the p r i va te  sector, thus promoting the 
concept o f  pol i c y  dialogue w i t h  the  government. A. I .D. i s  no 1 onger a voice i n  
the wilderness lobbying the government f o r  "reforms, ' a t  the ESF negotiat ions. 
The p r i va te  sector organizations supported by PED have been strengthened i n  
t h e i r  a b i l i t y  t o  a r t i c u l a t e  member Interests.  Using PED funds, they have 
acquired technical ass1 stance t o  research pol  i c y  quest ions, and have been 
I n s t r u m n t a l  I n  opening new areas o f  non- t rad i t i ona l  exports. These 
accomplishments have won them recognit ion by the government as responsible and 
competent partners i n  the pol  i c y  formulation process. 

Project Outputs 

The PED pro jec t  has perfomed we l l  according t o  outputs i n  three out o f  four  
component areas, although i t  i s  behind schedule and i s  widely perceived 
throughout the Guatemala USAID mission as ~ h a o t i c  and not wel l  managed. 
Perhaps most important w i t h  respect t o  the evaluation are t h e  pro ject 's  
achievements t o  date; they are qu i te  pos i t i ve  overal l ,  except f o r  the  Chamber 
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o f  Finance and the Loan Guaranty Fund component. The AGG/CEDE t ra in ing  and 
technical assistcnce component, whi le requ i r ing  some course correction, has 
performed well i n  what i s  e f f e c t i v e l y  i t s  f i r s t  year o f  outputs. 
Non- t r a d i  t iona l  export development, promoted through the Gremi a1 , has 
out-performed expected outputs t o  date, and i s  c l e a r l y  a very successful area 
of the pro ject .  The area of po l i cy  dialogue has had some Impressive 
accomplishments, w i t h  CAEM p lay ing a key r o l e  i n  the passage o f  f ree zone 
l e g i s l a t i o n  and i n  the development o f  f ree zones themselves. 

Pro Ject Iwpl w n t a t i  on Schedule 

Hindsight would suggest t h a t  the PED should have been launched as a f u l l  - 
blown USAID program and not as a project.  As a resu l t ,  assumptions guiding the 
development, implementat4un, and dates projected on both the c r i t i c a l  path and 
l i f e  of p ro jec t  d i d  not al low f o r  a more r e a l i s t i c  estimate o f  the time required 
for  accomplishing tasks. Sub-agreements w i th  the counterpart i n s t i t u t i o n s  were 
implemented a t  d i f f e r e n t  times, placing them i n  unsynchronised time frames wi th  
respect t o  the l i f e  o f  the pro ject .  The A.I.D. advisors attached t o  the 
components also began a t  d i f f e r e n t  times, one as i f t t l e  as s i x  months ago. 

Largely d r i v i ng  the i n a b i l i t y  t o  perform on schedule i s  the fac t  tha t  the PED 
was the f i r s t  major p r i va te  sector USAID e f f o r t  launched i n  Guatemala since the 
mid-1950s, and t h a t  the mission d i d  not understand the unique requirements o f  
a p r i v a t s  sector program. As a resu l t ,  the time needed t o  pos i t ion  the new 
program was not acknowledged i n  the plan. Considered as a program, which i t  is ,  
and the learning curve tha t  inev i tab ly  has had t o  accompany t h i s  e f fo r t ,  f o r  
the reasons described, the PED i s  on target  wi th  respect t o  i t s  stage o f  
implementation. I n  1 igh t  of current experience, however, the PACD has proven 
t o  be unrea l i s t i c .  

PI pel l ne and Fund Real 1 ocat l on 1 ssues 

Concern has been expressed a t  the mission l eve l  regarding r a t e  o f  drawdown o f  
both quetzales and do l la rs .  This was t o  be expected i n  1 i g h t  o f  the delay i n  
i n i  t i  a1 disbursements and the above-di scussed stage o f  program implementation. 
While the drawdown o f  quetzales has exceeded those o f  do1 1 ars, t h i s  has been a 
l o g i c a l  and prudent strategy on the p a r t  o f  the component i ns t i t u t i ons ,  given 
the  current sharp i n f l a t i ona ry  trend. Do l l a r  drawdowns have begun t o  catch up. 
Counterparts are beginning t o  accelerate t h e i r  drawdown o f  the p ipel ine funds. 
Some are an t ic ipa t ing  a rap id  deplet ion o f  t h e i r  o r i g i n a l l y  programed funds, 
for exampla, CAEH expects t o  completely spend i t s  do l l a r  budget f o r  the pro ject  
by the end o f  1990. 

As a rough avmage, the  pro jec t  i s  i n  step w i th  pipe1 i ne  expenditures as a 
percentage o f  tim elapsed, i f  time i s  counted frw the f i r s t  disbursement, 
ra ther  than pro jec t  obl igat ion. Recomnendations made f o r  technical  assistance, 
e.g. AGG/CEDE, w i l l  begin absorption o f  funds earmarked f o r  t h i s  purpose.. 

With respect t o  the possible rea l loca t ion  o f  PED funds, t h i s  w i l l  depend on the 
p e r f ~ m a n c e  o f  the Chamber o f  Finance, the Guaranty bund, and the  PMU, as per 
recomnendations made i n  previous chapters. Possible areas f o r  rea l  locat ion are 



the Investors Service Center, AGG/CEDE for expansion o f  i t s  physical p lant  
f a c i l  i t i  as, increased funding for  Gremial transport a c t i v i t i e s ,  etc.  

Institution Bui ld ing 

The i n s t  t t u t i o n  bu i ld ing  required f o r  the PED program was, i n  a l l  fairness, very 
d l  f f  icy1 t t o  predic t .  Because each of the four counterpart organizations had 
f o r  years been respected Guatemalan i ns t i t u t i ons ,  i t  was apparently assumed tha t  
these organizations could " h i t  the ground running.' Looking back, t h i s  
assumption was not the case, p a r t i c u l a r l y  w i th  respect t o  the Chamber o f  Finance 
and CAEU's r o l e  both as the headquarters for the PMU, and as the organization 
responsible fo r  the Investor Services Center. Nonetheless, whi le more remains 
t o  be accomplished i n  t h i s  area, Gremialfs a b i l i t y  t o  expand exports has been 
notably enhanced through strengthening o f  i t s  Opsrational and Strategic  Units; 
CONAPEX and CONOCOEX have achieved increased credi  b i  1 i t y  as vehicles f o r  pol i cy  
dialogue; CAEMf s r o l e  i n  t h i s  regard has been s i m i l a r l y  strengthened; AGG has 
created a v iab le  t ra in ing  and technical  i n s t i t u t e  wi th  favorable po ten t ia l  f o r  
growth and sustainabi l  i t y .  

Pr ivate vs. Pub1 i c  Sector Or ientat ion 

The launching o f  t h i s  new p r i va te  sector pro ject  and a concomitant adjustment 
USAIDfs approach has been slow t o  ge t  started. Whereas a publ i c  sector pro ject  
d l r e c t l y  funds speci f ic outputs, i n  t h i s  instance A.I.D. i s  funding the pr iva te  
sector's a b i l i t y  t o  a r t i cu la te  i t s  own output. This has l e d  t o  two major 
differences w i t h  publ i c  sector projects:  

1. The longer wrap-up t ime f o r  pro ject  implementation as the 
p r i va te  sector goes through the process o f  a r t i c u l a t i n g  i t s  
desired output. 

2. Less d i r e c t  A. I.D. cont ro l  o f  the project.  

Differences between the mission's o r i en ta t i on  towards development i n  Guatemla's 
publ ic sector and the new challenges and requirements o f  pos i t ion ing  a new 
development program i n  the p r i va te  sector have not been recognized; nonetheless 
t h i s  has had a very powerful impact on the program, Confl i c t i n g  approaches 
w i th in  the  mission i n  t h i s  regard have slowed the program down t o  some degree, 
? a r t i c u l a r l y  w i t h  respect t o  the process f o r  decision making. 

Project Management 

A key and unlque concept i n  the  ra t i ona le  f o r  t h i s  pro ject  has been t o  support, 
but not d i r e c t  p r iva te  sector i n 1  t l a t i ves .  This has informed the  organization 
and management o f  the PED, which, despite the described weaknesses of s m  o f  
i t s  elements, the Pt4U i n  p a r t i c u l  ar, has functioned reasonably we1 1, testlarony 
t o  the not ivat ton,  comni tment and strength o f  the component i n s t i t u t i o n s .  The 
fac t  t h a t  the I n s t i t u t l o n s  were we l l  established p r i o r  t o  the project,  and 
represent p r i va te  sector resu l ts -  or lented values, undoubtedly accounts t o  a 
large extent  f o r  t h e i r  c red l tab le  performance, and a t  the same t ime j u s t i f i e s  
the i n d i r e c t  management approach. To the extent t ha t  i t  promotes aownership' i n  



pol i c y  and decision making on the par t  of the component i ns t i t u t i ons ,  i t  should 
strengthen post-project cont inu i ty  of key elements of the PED, not the least  o f  
which i s  sustained in te rac t ion  between the component f n s t i  tut ions. The proposed 
strengthening o f  the PMU, i f  sensi t ive ly  administered, should not undercut the 
advantages o f  USAID's i nd i rec t  management approach. 

P r o j e c t  Hanageamt U n i t  I 

The PMU has not been formed as intended i n  the cooperative agreement. I n  sp i te  
o f  t h i s  i t  has f a c i l i t a t e d  program achievements through an informal systea o f  
management by the CAEM s t a f f .  This arrangement has diminishing returns, 
however, and should not continue. 

USAID Advisors 

There i s  no formal organization o f  'the ro les  o f  the USAID advisors attached t o  
the component i ns t i t u t i ons ,  e i ther  wi th  respect t o  the organizations themselves 
of v is -a -v is  each other. The ro les they have, have evolved informal ly.  While 
they have performed well,  the complexity o f  the program a t  t h i s  stage o f  i t s  
evolut ion requires a more formal organization o f  t h e i r  roles, dut ies and 
repor t ing  re1 at  ionships. 

The issue o f  whether t o  proceed w i th  the implementation o f  the Project 
Management Information System as planned has been raised i n  t h i s  evaluation, 
focusing on i t s  cost/benefit, complexity, and a projected completion date o f  
1992. The issue, as posed, essent ia l ly  looks a t  the system from two 
perspectives: (1) a pro jec t  monitoring system whose major usefulness w i l l  end 
w i th  the pro jec t  o r  (2) a data-base/information network serving the project 
benef ic iar ies as an ongoing informat ion  resource t o  be i n s t i t u t i o n a l  ized f o r  
post-project u t i l i t y .  

I f  it i s  assumed tha t  the system's primary u t i l i t y  i s  i n  i t s  proJect monitoring 
functions, then proceeding wi th  i t s  i ns ta l  l a t i o n  as current ly  planned raises 
l eg i t ima te  questions o f  cost effectiveness, since it i s  projected t o  be 
completed i n  1992, cotnciding wi th  the PACD. Even i f  the PED i s  extended f o r  
two years, . as recsmnended, it i s  probable t h a t  d i f f e r e n l  ~omponents o f  the 
p ro jec t  w i l l  end a t  d i f f e r e n t  times, j u s t  as they began a t  d i f f e r e n t  times, 
w i t h  varied funding streams. The monitoring funct ion o f  the M I S  from tha t  
perspective would have l i m i t e d  usefulness, and an a l te rna t ive  should be 
substituted. 

I f  i t i s  assumed tha t  an HIS has importance t o  the pr iva te  sector as a data base 
information network, beyond the l i f e  o f  the PED, and should continue as such, 
( the conclusion o f  the evaluation team), cost/benef i t issues are s t i l l  ra ised 
i n  terms o f  i t s  present design, which presumes both the monitoring and data base 
funct ions . 



Cooperat l ve Agreements 

The cooperative agreements, per SG, have functioned we1 I ,  as pro jec t  outcomes 
t o  date a t tes t .  A review o f  the agreements indicates c l a r i t y  w i th  respect t o  
goal s , requi red ac t  i v l  t i es, management procedures, and expected outcomes. 
Problems tha t  have arisen, p a r t i c u l a r l y  w i th  respect t o  the Chamber o f  Finance 
and the Guaranty Fund, are a t t r i bu tab le  t o  management deficiencies w i th in  the 
Chamber i t s e l f  as we l l  as the PMU. These problems have been addressed i n  the 
evaluation. 

An observed problem w i th  respect t o  some of the sub-agreements i s  t ha t  current' 
boards o f  d i rec tors  and management personnel of the component i ns t i t u t i ons ,  who 
are responsible f o r  the implementation of the agreements, are not necessari ly 
the same persons who contributed t o  framing these documents and signing them, 
due t o  the  normal changes i n  organizations over time. Incumbents are not as 
f a m i l i a r  w i t h  the agreements as they might be, resu l t i ng  i n  less e f f e c t i v e  
i n s t i  t u t i ona i  performance t o  the de.gree tha t  t h i s  appl ies. 

Project Assumptions 

Most o f  the important assumptions underpinning the PED have, t o  date, held, w i t h  
the notable exceptions o f  present economic condl t ions (high i n f l a t  ion/low 
1 i q u i d i  t y ) ,  the lack of recep t i v i t y  o f  f inancia l  inst ! tut ions w i th  respect t o  
the Guaranty Fund, for reasons out1 ined i n  Chapter IV. ,  and the f ive-year  time 
1 i ne  t o  meet the pro jec t  objectives. 

The pub l ic  and pr iva te  sectors have proven able t o  work together, as evidenced 
by the co l laborat ion of CONAPEX and CONACOEX t o  t rans late po l i cy  dialogue i n t o  
action, 1 ibera l  i za t i on  o f  i n te res t  ra tes by the Bank of Guatemala and support 
f o r  the recent f inancial  package organized by the Bank. 

Pr ivate sector f i rms have shown strong i n te res t  i n  ava i l ing  themselves o f  the 
pro jec t  a c t i v i t i e s ,  spec i f i ca l l y  those o f  the AGG and Gremial. There i s  no 
question t h a t  were the  Guaranty Fund t o  funct ion as o r i g i n a l l y  planned, i t  would 
encounter an enthusiast ic reception from SMEs, whose performance i n  the economy 
i s  severely 1 hi ted by lack  o f  adequate access t o  c r e d i t  from the f inanc ia l  
i ns t i t u t i ons .  

While i t  i s  too soon t o  evaluate the long-term impact o f  the t r a i n i n g  and 
technical assistance component, based on selected par t ic ipant  interviews a t  CEDE 
and a review o f  courses f inding the greatest receptf v i  t y  among a1 1 part ic ipants,  
SMEs feel  a strong need for improving t h e i r  administrative capacity. An 
impressive number o f  those who have done so as a r e s u l t  o f  CEDE t ra in ing,  c laim 
pos i t i ve  impacts i n  t h e i r  enterprises, although, as discussed i n  Chapter 11, 
there i s  l i t t l e  documentation o f  even short-term impacts. 



Log Frame 

While t ime d i d  no t  permit an in-depth r e v i s i o n  o f  the p ro j ec t  l o g  frame, the  
eva luat ion team d i d  spend some t ime w l t h  I t  and found a number o f  problems, 
among them the fact  t ha t  i t  i s  based on a  p ra jec t ,  r a t h e r  than the program tha t  
the PED r e a l l y  i s ;  consequently i t I s  t o o  broad, w i t h  inadequate d e t a i l  i ng  o f  
the  component segments. Some o f  the segments will need t o  be rev ised i n  terms 
of p r o j e c t  outputs, re la ted  t o  changes i n  p r o j e c t  s t ra tegy  t ha t  may take place 
as a r e s u l t  o f  t h i s  evaluation. 



X. MAJOR RECOMMENDATIONS 

Spec i f i c r e c o m n d a t  i ons regarding PED components have been made i n  Chapters I I I 
through V I I I .  The fo l lowing reconmendations concern the pro jec t  as a whole: 

The PED i s  a program, and should be renamed. t o  r e f l e c t  t h i s  r e a l i t y .  It 
i s recomnended, however, tha t  the basic organization and management 
s t ructure be retained, i n  order t o  preserve key pos l t i ve  elements o f  the 
PED, namely programat l c  1 inkages between the component i n s t i t u t i o n s  as 
exempl if i eC by CONAPEX, CONACOEX, and the Consul t a t i v e  Counci 1 , as we1 1 as 
the advantages o f  an i n d i r e c t  management approach, discussed ea r l  i e r .  

The PMU should .be retained under CAEH; reconnenda.tions f o r  i t s  
improvement should be implemented imnediately. 

The PAC0 f o r  t h i s  program should be extended f o r  two years. I t  i s  
important t o  g ive s u f f i c i e n t  time f o r  the sub-projects w t th in  PED t o  be 
f u l l y  implemented. Even a t  what i s  an ear ly  stage i n  implementation, 
there are several major accompl i shments, which demonstrate an impressive 
1everagingofA.I.D. r e s o u r c e s t o a s s i s t  i n p o l i c y g o a l s .  I n l i n e w i t h  
t h i s  recomnendation the cooperative agreement w i th  the M in i s t r y  o f  the 
Economy, which i s  due t o  end short ly,  should be extended and addi t ional  
funding provided f o r  i t s  continued pa r t i c i pa t i on  i n  the program. 

The mission should begin planning f o r  a fol low-on program t o  con t i  rue the 
i n i t i a t i v e s  put i n  motion through the PED. 

The PMU should respond t o  the performance def ic iencies described i n  the 
evaluat ion and create a plan t o  conform wi th  the intent ions o f  t he  pro jec t  
paper and the cooperative agreement. A1 1 recomnda t  ions w i t h  respect t o  
ttig PHU out1 ined i n  the evaluation should be carr led out no l a t e r  than s i x  
months fo l lowing the submission o f  the evaluation repor t  t o  USAID. 

The roles, dut ies and report ing re lat ionships o f  the USAID program 
advisors should be c l  a r i  f led and more formally organized w i  t h j  n the 
organizations t o  which they are assigned, as wel l  as i n  r e l a t i o n  t o  each 
other. 

Given the questions ra ised wi th  respect t o  the PHIS, i t  i s  recomnended 
t h a t  i t  revdewed i n  l i n e  wl th  the Issues ident l f ied ,  spec l f i ca l l y :  

Does the current system design r e f l e c t  the pre- and post-program 
requirements o f  the PED; 

Should the pro jec t  monitoring functions be retr ined, i n  1 i g h t  o f  
the projected com?letion date o f  the MIS; 

Does the proposed system requi re the amount o f  data base 
capab i l i t y  i t  I s  now designed t o  have; 

I s  the system, as now designed, cost e f fect ive;  



I s  a modlfied M I S  system now appropriate; If so, what should i t s  
goals and charac ter is t i cs  be. 

The revlew should be car r ied  out by a short-term consultant b rmght  i n  f o r  t h i s  
purpose, as per recommendations i n  Chapter V I I  I. 

I f  i t  I s  detetrmined tha t  the MIS does not provlde the needed m n i  t o r i n g  
system fo r  tha PER, an a1 ternate system, simple i n  design, appl l c a t i o n  and 
administration, should be deslgned and put i n  place as qulck ly  as 
possible, and cooperat I we agreements amnded t o  r e f l e c t  t h l  s change. 

The cooperative and sub-agreements o f  the PED have worked well, and t h i s  
system o f  administration should continue. Periodic reviews o f  the 
agreements wi th  component I n s t i t u t i o n s  w i l l  strengthen pro jec t  
performance. 

The PED log frame should be revised t o  r e f l e c t  the fac t  that  i t  i s  
describing a program. Ind iv idua l  log frames should be prepared f o r  each 
component "project," e.g. Gremial , AGG, Chamber .o f  Finance, CAE#, etc. 
The log  frames un i t s  should have v e r t i c a l  and hor izontal  consistency, and 
greater s p e c i f i c i t y  w i th  respect t o  c r i t e r i a  f o r  measurement. 
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Anthony Cauterucci, Mission D i rec tor  

Of f i ce  o f  Pr ivate Enterprise Development: 

Fel i pe Manteiga, Di rector  
M i  11 lam Rodgers, Section Chief, Exports and Enterprise Strengthening 
Laura L i  ndskog, Hicroanterpri se Special i s t  
Roberto Gal vez, Development I n t e r n  
Guillenno Matta, Section Chief, Financial  Services 

Gary Smi th, PRM 
Joe Lombardo, PDSO 
John McAvoy, Procurement Of f i ce  
David Hoe1 zer, Economi s t  
Tul l y  Cornick, ProExAg 

Famy de Estrada, Executive D i rec tor  
R i  cardo Santa Cruz, General Manager 
Amador Carball  ido, Transport Consultant 
David Almengor, Chief, Project Department 
Jandira E l  i as, Chief, Promotion Department 
Juan A1 fredo Sandoval, Coordinator, Maqui 1 a Comni ssion 
Helga Roche, Coordinator, Furn i ture Comni ssion 
Hector Palacios Lima, Coordinator, Comrcial Attaches 
Gerry Lamberty, Ped Advisor 
Po l ly  de Arias, Training Department 
Gordon Bremer, Consultant (Ernst & Young) 
Andrew Hanrwerl , Hamnerl -Davis In ternat ional  

Members. G r m l a l  

Roberto Ibarra, General Hanager, Vanguard, S.A. 
Juf i o Sandoval, Zona Franca La Aurora, APSA 
Jose f rancisco Ovando, Vice President, Grupo Zeta 
Gui 11 e m  Bran, Genral Manager, Quadri Guatemala, S.A. 
Ricardo Zachri sson, Farmer, speci a1 ty vegetables 
Carlos Porras Honge, Famex 
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Otto Becker, Executive Di rector  
Guil lermo Rodriguez, Assistant D i rec tor  
Sonia Maria Gonzal ez, Promot ion Manager 
Ernesto Manci a, Manager, Investors Service Center 
Juan Osberto Mendez, Economist 
Luis Roberto Baessa, Systems Analyst 
Steve Lack, PEO Advisor 
Roger Cowen, Consultant ( ISC)  

Mario Aguilar, President 
Jose Conde, PED Advisor 

Banco de Guatemala 

Ricardo Curruchichi 
Hugo Gomez Ramirezs 
Sergi o Gonzal ez 
JacoboJ. Lopez 
Edgar N. Cancinos 
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Eduardo ~ o n z a l  ez Cast i 11 o 

Rolando C a s t i l l o  

Min is t ry  o f  the Economy 

Carlos Rafael Tercero, Director,  Ventani 11 a Unica 
Er ick R. Agui rre,  hdmi n i  s t r a t  i ve  Manager, CONAPEX/CONACOEX 
Arnoldo Casti 11 o, Di rector  General, DIGECOMEX 
G u i l l  e m  Reyes, Director,  Customs 
Danilo Cruz, Director, DPI 
Irma Luz, Sub-Director, DPI  
Sacdra Dunl ap, AID Consultant 
Robert Lee Schuler, AID Consultant 
Carlos Leiva, Advisor 

Axel van Trotsenherg , Country Economist, Guatemala 
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Estuardo Mendez, Head,'AGG/CEDE Cornittee, AGG Board o f  Directors 
Lucy Hart  i nez Montt , Execut i ve D i  rector,  AGG 
Roberto To1 edo, Dl rector,  CEDE 
Jose Oromi , PED Advisor 
Manuel Agui rre,  Coordi nator, 'Trai nf ng and Technical Assistance 
G i  1 berto Bol anos, Program Coordinator 
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J u l i o  Contreras, Advi sor 
Luis  Melgar, Advisor/ Instructor 
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SME ~ a r t i c l o a n t s  i n  CEDE coursgp: 
- P a t r i c i a  Estrada de Rivera (paging service) 

Manuel Bari  11 as ( s h i r t  production) 
Lucreci a Crespo i beauty pa r lo r )  
Ar turo Letona Martinez (chemical laboratory) 
Monica Herrarte (exports o f  tab le  1 inens; imports medical products) 
Marits Antonio Heneses ( i ndus t r i  a1 electronics service) 
Abel Rivas ( t e x t i l e  p r i n t i n g  and clothes manufacture) 
Haydee Lopez (book store) 
Jose Dloni s i o  Herrera ( f 1 ag manufacturer) 
Maria Odette de Sierra (chi ldren's clothes) 
Edgar Munoz Gal vez ( fumigat Pen service) 
Franc4 sco Mazari egas (archi t e c t  
Judl  t h  QueveCe Rams (manager, agr icu l tu ra l  enterpr ise) 
Maria Teresa d@ Basterrechea {manager, rea l  estate) 


