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U. EVALUATION ABSTRACT .(do not axc, the pceprovidd) .
 

This' Evaluation covered six 
PL-480 Titte I, and three Section 416 Contracls, which began 
In FY. 1984.
programs make commodItIes avai table to the Government of 
Boff
 

Guatemala (GOG) on a concesslonary basls; In thE
case of 
Section 416, the commodliies are donated, whi 16 Title. I PL 480 provides long-term loans (up to 4C
years). These programs 
have been used to Import $117.9 milIon worth of conmoditles through FY. 1989, 
anc
the FY 1989 level was 
$18 million. Six commodities have been 
Imported under these programs: wheat, corn,
vegetabIle oil, tallow, 
non-fat dry milk, and rice. 
However, the.program has been used exclusively for wheai
 
Imports for the last'2 years.
 

The Impacts of 
Title I and Section 416 Programs are the following.: (1) Producer Production 
Incentivesi The
Impact of wheat Imports on corn production are Indirect 

administered wheat prices. 

and likely quite small mainly because of the
These have been held relatively, high and have Increased In real terms; making
wheat products relatively 
more expensive than corn products, AddIttonally, corn stocks have not 
Increased,
and there have been no pressure on corn prices from 
excess supplies. (2) Nutritional Impacts: The.
commodities sold under the Title I Pr,',ram added 
directly to the foodstuffs. avallable In the country.. 
(in
1987 more than 
7% of basic grains avaIlable). 
 The Imported wheat Increased 
Indirectly the availability of
food for the poor. Because of relatively high prices, wheat Is consumed more In urban areas and by higher
Income consumers, whIch'reduces competition 
from urban consumers for the available supply of corn. 
 (3)
Balance of Payments Effects: The GOG has run 
a significant balance of payments deficit since 1984.
context, the Impact of the Title 

In this
 

I and Section 416 Programs have been positive. These programs have
Increased government revenues 
In each-of the years FY 1984-88, and reduced the-total deficit from levels
that otherwise would have been 
required. And, have
they reduced 
foreign exchange requirements. (4)
Agriculturat Development: 
 Real currency generated by the sale of 
concessionary Imports 
have contributed a
slgnlflcant share of 
the resources that continued to be avallable to support the development of rural 
areas
and the growth of agricultural productivity.
 

The evaluation team found that nearly one half of 
the currency generated by the sale of Title I and Sectlon
416 commodities has not 
been spent, which was Identified as the main Inplementation problem. 
 To Improve
Tltla I project Implementation, the team 
Identifled a number of 
options and sub-optlons. Among- those 
are:
(I) Increase the amount of project planning and oversight; and, (2) make the MOUl 
projects less specific.
 

The main recommendations 
of the team are:
$18-mllilon level (I) Maintain the current reliance on wheat and the current
for future PL 480 Title I Programs, 
 (2) Consider measures to Increase an effective use of
 
unspent- local 
currency generated by 
the Title I and Section 416 Programs. -In this regard, the evaluators
recommended: First, 

of 

the GOG and USDA should Increase their Involvement In the development ard Implementation.
a very small number of prIorIty activItIes funded through Core Deelopment Budget Funds; and, dn
Increasing share of Tit'le 
I funds should be made available through that channel. 
 (3) Because of the lack of
arable 
land and continuing rapid population growth,. It Is unlikely that future grains production Increases
sufficient to maintain 
or Improve Guatemalan diets 
can be achieved without 
substantlal Increases 
In
agricultural productivity. 
(4) USAID should cooperate with the Ministry 
of Agriculture to develop 
and
elaborate coherent agricultural and economic policies to support sustained productivity growth
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I. Evauatjon ia&.,Name Affiliation Contrct Number .o".rra-. Cost Source pf
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AID. EVALUATION SUMMARY PART 11 
J.SUMMARY OF EVALUATION FINDINGS, CONCLUSIONS AND RECOMMENDATIONS (Try not to excced the 3 pagos provided)Addres th* following hems: 

* Purpo" of ac&viy~es) evaluated * Principal recommendations* Purpose of evaluation and Methodology used * Lessons learnedFindings and conclusions (relate to questions) 

Mission or lffice:. JSA ID/Gua tema1a 
 Dat this summary prepared: August 1990
Thils and Date of Full Evmluation Report: pl- 1 8. T itle I Evaluation for Guatemala
The evaluation covered all PL-490 Title 
I and 416 Programs since FY 
1984. The 416 Programs were
help offset the Impact of U.S. reductions Intended to
In sugar Imports from Guatemaia. 
The purpose of
evaluate the operations of the study was to
these programs, and their Impacts on the nation's nutrition
sector, and economic policies. levels, agricultural
Each of the 


evaluated, 
six Title I PL-480 contracts, beginning
as well as the two Section 416 In FY 1984, were
Contracts of 
FY 1986 and
an:ilyzed and the self-help FY 1987. Individual contracts were
measures evaluated as 
well
jener_'-d by these procgrams. A joint team of 

as the proposed projects to be funded with currencies

expatriate advisors
(Constui Jres Agrolndustrlales) spent 4 weeks 

(Sparks Commodities) and local experts
In total 
to carry out these tasks. 
 This joint effort led to
ccinpr-t -slve astudy In a relatively short period ofI ;;'IPdti ionnUSAID and G t files, 
time. The evaluation team reviewed alland used Informal existingsurveys to
kIi'pInmentlng projects and activities 

Interview key people responsible
specified In the memoranda of Agreements 
for 

sites. 
and visited selected projectThe questions that were addressed Included:
 

- What activities/projects have these programs been supporting?
-
Have these activities/projects been appropriate In terms of the priority needs of
 
Guatemala?
 

- Have the programmed self-help measures been Implemented, and If so, to what extent
they contributed to address constraints Impeding the growth of agricultural
 
producti vity?

Are tangible results from Title I program assistance observable today?
-
What problems Impeded successful 
Implementation of proposed projects/activitles?
 

Throughout the evaluation process, the team met frequently with key AID and GOG officials to Identify themes
relevant to the Impact of Title I and Section 4;6 Programs In the fleld.
 

PrInclpal,FndngsandConclusions: 
 The Study found that commodities made available to the GOG under PL-480
Title 
I and Section 416 Programs, 
amountea 
 $17.9 millions through FY
$18 
to 1989, and that the FY
was 
 million. Six commodities have 1989 level
been, Imported under these
tallow, programls: wheat, 
corn,
non-fat dry milk, vegetable oil,
and rice. Aithough the 
Tile I program
Imports for the last 2 years, 

has been used exclusively for wheat
corn remains the chief staple food
corn consumption appears to have been I'ts 
In Guatemala. The primary factor limiting
limited supply. Nevertheless, the avallablllty of
corn appears to depend both wheat and
on GOG policies. Reliance 
on basic
further restricted 

grains has Increased as Income pressures have
access to 
animat proteins. 
 In this context, wheat productlon
significant In Guatemala has become Increasingl)
In recent years. 
 The PL 480 Title I and Section 416 Programs have contributed tc
meet Increasing demand requirements for basic grains..
 

Impact of Title I and Section 416
Prqrams: .These two programs have had the followinn Imn-+s:
 
a) Production Incentives: 
 the Impact of 

quite smaill because of 

wheat Import Increases on corn production are Indirect, and likely
the following reasons: 
 (I) The administered wheat prices have been held relatively
high; 
In spite of the Imports, they have been Increased In real
terms, and wheat products have 
terms; (2) Corn prices have declined In real
became relatively 
more expensive than corn
policies; (3) Although, products as a result
corn stocks have not Increased, there appears 

of GOG
 
to
prices. have been no pressure on corn
(4) Corn prices have declined In real 
terms, primarlty as aprohibition result of administration pol'icles (I.e.
to export basic 
grains) and the 
Ineffectliveness 
of the parastatal INDECA 
In maintaining


production Incentives.
 

('I.
 



PAGE 41he likely relatively small I ndlrect Impacts came primarllyfor the avallable supply of 
from reduced competitlon fromcorn. Wheat urban consumersImports have
consumption Increased theIn the country, which explains the 

total amount of grain availablenutritional forbenefIts ofhigh price for wheat and flour, the Title I Program.the GOG By maintaininghas maintainedm.t./year, domestic wheatand has avoided productiondisincentives levels at aboutto produce 50,000
relationship between 

corn domestically. Becausecorn there Is not'and wheat prices, the likely a strongImpacts of 
high prices on 
corn production
qu ite s has been
1i'l
1.
 

b) Nutritional 
Impacts: 
 The majority of 
 the Guatemalan
undernourishment, and In 
population 
 s-
 r-on 
 some degree of
contribution of Title 

a high proportion of cases, the undernourishment Is severe.
I and Section 416 Programs In such a context, the
those programs add 
are extremely Important for atdirectly commodities least three reasons:to the food First,

7%). stuffs availableSecond, Imported In the countrywheat can be expected (In 1987 added more than
Including to Increase Indirectly thethose who consume little bread. 

availability of food for theIncreasing poor,those who can afford to buy 
the total amount of grainbread available likelyfrom bidding corn away preventsfrom those 
who cannot; third, both programs make
 

funds avallable for Investment In Infrastructure and better education targetted for the poor In rural 
areas.

c) Fiscal, and 
Budget Impacts: 
 In absence of 
the Title I Program, the country would have
commodities commercially, 
which would Imported Title I
have required payment
cost of about In dollars over a 38%. The foreign -year period withexchange requirements, Interestundermillion In FY this situation,1984 to nearly $28 mlIlion In FY 

could have range from
The 1987. The FY $2.3actual costs of the Title I Program to 

1989 cost would have been about $23 mllIon.dateGuatemala paid cash for 
have been much smaller than theythe same commodities. would -have been hadAssuminghave been that the conmoditiesImported commercially, In the absence of that program (but 

imported under Title I would
not), those Importedthe Title I Program has under Section 416 wouldreduced the balance of payment deficit nearly by $93 million during the last
six fiscat years.
 

d) Title I and Agricultural Development. 
 Because
It drastIcal~y the GOG has faced severe economicreduced government and flinancial problems,spending
agriculture In real terms throughwere particularly hard 

much of the l980s. Expenditureshit, basic grains more ongenerated by affected than exportthe sale of concessionary Imports crops. Local currencieshave contributed
continued to be available a significant share ofto support the resourcesthe development thatproductivity. of rural areas andThese resources ameliorated the 
the growth of agrlcultur~lImpact of a significant reduction of GOG expenditures throughmuch of the 1980's, due to severe economic and 4
1nanclal problems.
 

Implementatlon Problems The program's capacity to moveGuatemala, Impor-tantwithout disrupting locat amounts of hgh quality productsmarkets, appears intoIn spite of this to be working relatlvelysmooth operation well, especlallyand the for wheat.very positiveImplementation Impacts, theproblems, largely Title I program faces seriousfrom conflictsuse that Is made over program purposes. Theseof the currency generated by the sale 
problems are relateq to thefunds generated through Imported commodities.those programs 

of 
Nearly one-half ofhave theand not been spent.unused funds Past procedures havefor several reasons. Among them are: 

led to unfunded projects
proposed out (I) Title I andof the actual budget cycle Section 416 projects oftenof the GOG. are pressures The problem .Isthat come when contracts made more difficult byare signed late In the U.S. the timeshipment of fiscal year,commodities under conditionsvery quickly; (2) The GOG that requireexpenditure llmits, often Is under pressure notand pressure to spend beyondfrom multi-lateral legalstrong Incentives not *to spend 

lending Institutions frequently givesproject funds; the government(3) Title I and Section 416substantlally from year to year. 
projects generally have variedMost are rel'atively small and 
tack continuity.


The problems In Implementing Title I projects appearnation's acute likely to persist, orneed for even worsen Inagricultural development. spite of the
avallable At least three optlonsthat could be expected to Improve Title 

and a number of sub-optlons are 
program Title I project ImplementatI,,.I 1tcal currency. effor-ts These are: (I) Continue tothrough specific projects, but substantially Increase the amount of 
project planning and oversight to ensure that the MO)W projects fully reflec*t theprefeasIblity and planning efforts are share priorities, that thecoqlete before
avallable the projectsare spent for the Intended purpose on 

are funded, and that the fundsschedule. (2) Make the MOU projects Pess specific In one of 



several ways: (a) Program all PAGE 5(or most) of the 
local currencies

relatively Into Core Development Budgets, which havehigher Implementation
counterpart funds rates; (b) program much largerfor specific, large'projects; amounts of local currencies for use(c) program larger asHowever, amountssirce this funds through the Sectionare administered 108 Program.by U.S. personnel, such an approach would be similar to the first
option.
 

Recommendations: The evaluation team, based on the above findings, reconmends: 
I) Because of the Title I Program's beneficial Imports
balance of payments Imports, and Its 

In the availability of food, Its positive fiscal
potential for and
supporting 
agricultural
continued and substantial Title I program can be beneficial 
and rural development,


In Guatemala. a
 
the current $18 million annual 

The current retlance on wheat and
level could be expected to provide substantial benefits.
 
2) The Mission and USDA should consider measures that willcurrencies that now Increase the effectiveare use ofheld In the Ministry the localof Finance.presented: In this context, two basic recommendationsFirst, the Ministry of Finance and USDA should Increase their 

are 
a very small Involvement In the development of
the Mission 

number of priority activities to be funded through Core Development Budget (CDB) Funds; Second,
should Increasingly plan and coordinate directagricultural development projects through 
support for the Implementation

CDB funds, of largeand an Increasing share of the Title I local currencyfunds should be made avaltable through that channel.
 
3) Because 
of the lack of available 
land, continuing
productivity rapid popuiation growth,In the agricultural and food sector, acute need for growingbut at the same time ilittle appreciationfor coherent agricuPtural policies to support substantial productivity growth, 

of the necessity
cooperate with the Ministry of Agriculture It Is recommended that USAIDto developagricultural policles concerning Investment, production, consumption prices, and trade; and assisting 'In the
 

and elaborate a system for Inducing coherent 
development of 
resources to carry them out.
 

The maln lessons that can be derived from the evaluationcorrective report are: (I) Itaction to address the Is Imperative toproblems In take someImplementingworsen If current Tltle I projects; theseprocedures are problems arenot Improved; likely tothere Is an urgent 
(2) To avoid GOG's Increasing dependencyneed to cooperate with the GOG on Imported food,In pursuing coherent poicles to support sustained basic
grains productivity growth.
 

/)
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Report titled: PL-480 TItle I Evaluation for Guatemala by Sparks Commodities, Inc. July 1989. 

U 

L COMMENTS BY MISSION, AJD/W OFFICE AND BORROWER/GRANTEEThe USAID Mission of Guatemala concluded that the evaluation of the Title I PI
Is thorough and comprehensive. 480 and Section 416 Programs
It helped both the Mission and the GOG to have
Issues related to food aid and a better understanding of thethe use of local currency generated from the sae of food commoditieswere made available under PL-480 Title I and Section 416 Programs. 
that 

A mix of foreign expatriate and local experts spent sufficientImplementing both programs. time Interviewing key persons InvolvedThe participation of In 
both In the field 

local experts provided a full picture of theand In the Implementing offices. realities
THeir understandingthem to measure, of the focal bureaucracyas much as possible, allowedthe Impact of Title I Programs, as well as to Identify the problemsencountered In their Implementation.
 

The evaluation methodology focussed on 
the rapid reconnaissance approach.
carried out As
at different Implementation stages of both programs. 
such, an Informal survey was 

but comprehensive view of 
This survey was essential to have a rapidthe Impact and problems

and :recommendations 
that derive from Imported food commodities. Theof the evaluation findings.team agreed theprograms. with views of some AID StaffFurthermore, the evaluation report has been produced In both English and Spantsh 

about these two 
languages. Thelatter, Is helping the GOG Officials to have a better understanding of the spirit and mandate of Title I and
Section 46 Programs.
 

The evaluation team went beyond the proposed scope of . work. In additionaspects of the Title to examiningI and the operationalSection 416 Programs, the study providesof the agriculture and food sector of 
an overall view and future perspectivesGuatemala. In this contexT, the evaluators Identified criticalpolicy Issues that will require Mission's attention. In addition, the analysis of the Impact of the Title I
and Section 416 Programs Is an excel-ent attempt to
most relevant findings 

provide solid econometric justification.
of the evaluators concerned One of thethe use Is ofthat madesale of Imported commodities. the currency generated by the 
41 6 -Programs have 

Nearly one half of the funds generated through the Title I PL 480 andnot been spent. This Sectionfinding led to the basic recommendationthe Title I project Implementation process. 
of the necessity to ImproveA number of projects

delays In disbursement, while others have 
have not been Implemented because oflacked continuity In their financing.
 

Regarding the overall food and agrlcult.ire sectors, the report provides goodsystem for developing and elaborating coherent 
arguments for establishing a
policles concerning Investment,
price and trade production, consumption,to induce sustained productivity growth In thoseIs an example sectors. The analysis ofof how a country could the wheat policyavoid negative pressures from food aid on the domestic production ofbasic grains.
 

Overal, the USAID2/Misslon of Guatemala Is very pleased with the evaluation docurmint.Is that the report Is an excellent factual The general consensusassessment of the Titte I and Section 416 Programsoperated In Guatemala over the past five years. 
as they have 


