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K. EVALUATION ABSTRACT .(do not sxcesd the space provided) |

Thls Evaluation coverad six PL-480 Titte |, and three Sectlon 416 Comtracts, which began ln: FY. 1984, Bott
programs make comnoditles avallable to the Government of- Guatemala (GOG) on a concesslonary basls; In the
case of Sectlon 416, the commodities are donated, whiie Title.! PL 480 provldes long~term loans (up to 4¢
yoars). These programs have besn used +o loport $117.9 miillon worth of comoditles through FY. 1989, ang

the FY 1989 level was §18 milllon., .Six commodltles have been Imported under these programs: wheat, corn,

vegetable oll, Tatlow, noh-fa_f dry mllk, and rlce. " However, the. program has been uséd excluslvely for wheat
Imports for the last'2 years. ' ' A

The Impacts of Tltle | and Section 416 Programs are the followlng: (1) Prodicer Production Incentlves: The
Impact of wheat Imports on corn production are Indlrect and llkely quite small malnly because of the
adminlstered wheat prices. These have been held relatlvely. high and have lnc;r;eased In real terms; maklng
wheat products relatlvely more expenslve than corn products, Addltlonally, corn stocks have not In'creased,

and there have been no pressure on comn prices from excess supplles, (2) Nutrltional Impacts: The.

commoditles sold under the Title | Pr.:ram added directly to the foodstuffs. avallabte {n the country, . (In
1987 more than 7% of baslc gralns avallable). The Imported wheat Increased lnrdlrecﬂy_'rhe avatiabl ity of
food for the poor. Because of relatively high prices, wheat Is consumed more In urban areas and by higher
Income consumers, whlch ' reduces competitlon from urban consumers for the avallable supply of corn. " (3)
Balance of Payments Effects: The GOG has run a slgnlflcent batance of payments deflclt since 1984. In this
context, the Impact of the Title | and Sectlon 4!6 Programs have been posttlve. These programs have
“Increased government revenues in each.of the yyears FY 1984~88, and reduced the total deflclt from levels
that otherwise would have been requlred. And, they have reduced forelgn exchange requlirements. (4)
Agriculturat Development: Real currency generated by the sale of concesslonary lmports have contrlbuted ‘a
slgnlflcant share of the resources that contlnued 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 gonerated by the sale of Tltle | and Sectlon
416 commodltles has not been spent, which was ldentifled as the maln .lnblemenfaﬂon.[:;roblem.'-,To Improve
Tltls | proJect Implementation, the team Identifled a number of ‘optlons and éub;opflong. Among: those are:
(1) tncrease the amount of proJect planning and overslight; and, (2) make the MOU proJects less specific.

The maln i'ecommenda'rlons of the team are: (I|) Malntaln the current rellance on wheat ~and the curren_f
§t8-mtltlon level for future PL 480 Title | Programs. (2) Conslder measurds o Increase an effective use of

unspent . joczl currency generated by the Tltle | .and Sectlon 416 Programs, _'ln/‘rhls_regard, the Qvaluafofs'

recommended: Flrst, the GOG and USDA should Increase thelr Involvement 1n the development and lrrplemen‘rqﬂén’,

of a very small numher of priority actlvitles funded through Core Development Budget Funds; and, an
Increasing share of Title | funds shoutd be made avallable through that channel, (3) Because of the Jack of
arable land and contlnuing rapld population growth,.lt Is unttkely that future gralns producﬂonllncr"_ease's
sufflclent to malntaln or lmprdve ‘Guafem,al‘aﬁ dlets can be achleved wlthout substantial Increases In
agricuktural productivity. (4) USAID should cooperate wlth the Mlinistry of Agriculture to develop and
etaborate coherent agricultural and economic pollcles to- support sustalned productivity ‘growth
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____ALD.EVALUATION SUMMARY part,

J. SUMMARY OF EVALUATION FINDINGS, CONCLUSIONS AND RECOMMENDATIONS (Try not to excooed the 3 pegos provided)
Address the following Hems; -

* Purposs of xi:ﬁviry(ncs) evaluated * Principal recommendations
* Purpose of evalustion and Methodology used * Lassons leamed
® Findings and conclusions (relate 1o questions)
Mission or Ctfice: USAID/Guatemala Date this summary prepared: August 1990

o —————————

Title and Date of Full Evalustion Report:  _PL-480, Title | Evaluation for Guatemala

The evaiuatlon covered all PL~480 Titie | and 416 Programs since FY 1984, The 416 Programs were Intended to
help offset the lmpact of U.S. reductlons In 'sugar Imports from Guatemara, The purpose of the study was to
evaluate the operatlons of these programs, and thelr Impacts on the nation's nutrition levels, agricultural
sector, and economlc pollicles. FEach of the six Titie | PL-480 contracts, beginning In FY 1984, wero
evaluated, as well as the two Sectlon 416 Contracts of FY 1986 and FY 1987. {ndlividual contracts were
analyzed and the self-help measures evaluated as woll as the proposed projJects to be funded with currencles
Jener.tad by these programs. A Jolnt team of expatriate advisors (Sparks Commoditles) and local experts
(Consul ores Agrolndustrliales) spent 4 weeks In total to carry out these tasks. Thls Jolnt. effort led to a
compre: nslve study In a relatlively short perlod of time. The evaluatlion team reviewed all exlsting
A monratfon In USAID and GOG flles, and used Informai surveys to Interview key people responsible for
tip l2menting projects and activitles specified In the memorande of Agreements and vls|ted selected project
sltes. The questlions that were addressed |ncluded:

-~ What actlvitles/projects have these programs been supportling?

- Have these actlvities/projects been approprlate In terms of the prliority needs of
Guatemala?

= Have the programmed salf-help measures been Imp lemented, and 1f so, to what extent
they contributed to address constralnts Impeding the growth of agricuttural
productlivity?
Are tanglbls results from Titte | program asslstance observable today?

= What problems Impeded successful lmplementation of proposed projects/activitles?

Throughout the evaluation pracess, the team met frequentty with key AID and GOG offlclals to ldentlfy themes
relevant to the Impact of Tltle | and Sectlon 4i6 Programs In the fleld.

Princlpat Findlngs and Concluslons: The Study found that commodltles made avallable to the GOG under PL-480
Tltle | and Sectlon 416 Programs, amountea to $117.9 mlitions through FY 989, and that the FY 1989 level
was §18 mllllon. Six commodltles have beem Imported under +these programs; wheat, corn, vegetable oll,
tallow, non-fat dry mllk, and rlce. Atthough the Title | program has been used excluslvely for wheat
Imports for the last 2 yéars, corn remalns the chlef ‘staple food In Guatemala. The prlmary factor Iimiting
corn consumptlon appears to have been Its |imlted supply,. Neverthaless, the avallat;HHy of both wheat and
corn appears to depend on GOG pollcles, Rei‘lancé on basic gralns has Increased sns Income pressures have
further restricted access to anlmal protelns. |n this context, wheat production _has become Increasingly
slgnlficant 1In Guafe'mala In recent years. The PL 480 Titie | and Sectlon 416 Programs have contrlbuted +¢
meet Increasing demand requlrements for basic gralns,. ‘

Imact of Title | and Sectlon 416 Programs: .These two programs have had the followlna Imnactge

a) Productlon Incent!ves: the lmpact of wheat Import Increases on corn productlion are Indlrect, and Ikely
qulte smal¥ because of the followlng reasons: (1) The admlinlstered wheat prices have been hefd relatlively
high; 1n splte of the Imports, they have been Increased In real terms; (2) Corn prices have dectlined In real
terms, and wheat products have bhecame relatively more expenslve than com products as a result of GOG
polliclas; (3) Although, corn  stocks have not Increased, There'appears to have been no pressure on comn
prices. (4) Corn prices have declined In real terms, primarity as a result of admlnlstration pollcles (1,0,

prohibltion to export baslc gralns) and the !neffectiveness of the parastatal INDECA I[n malntalning
production Incentlves, , '
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Fho Ilkely relatlvely small {ndlrect Impacts came primarlly from reduced competltion from urban consumers
for the avallabie supply of corn. Wheat Imports have Incroased the total amount of graln avaliable for
consumptlon tn the country, which explalns the nutritional beneflts of the Title | Program. By malntalnlng
high price for whoat and flour, the GOG has malntalned domestlc whoat production levels at about 50,000
m.t./year, and has avolded dlslncentlves +o produce corn domestlcally, Because there 1s not’ a strong

relatlonshlp betwean corn and wheat prices, the Itkaly Impacts of hlgh prilces on corn productlon has been
quite saail,

b)  Nutrltlonal lmpacts: The maJorlty of the Guatemalan populatlon su.iois  rom soma degree of
undernourlshmen’r, and In a hlgh proportlon of cases, the undernourlshment 1s severe. In such a context, the

7). Second, Imported wheat can be expected to Increase Indlrectly the ava'llablllfy of food for the poor,
‘Including those who consuma ||ttle bread, Increasling the total amount of graln avallable llkely prevents
those who can afford to buy bread from blddlng corn away from those who cannot: thlird, both programs make
funds avallable for Investment In Infrastructure and better education targetted for the poor In rural areas.

¢) Flscal and Budget Impacts: In- absence of the Tltle | Program, the country would have I'mporfed Title |
commodltles commerclally, whlch would have requlred payment In dol}ars over a 3~ysar perlod wlth Interest
cost of about 8%. The forelgn exchange }‘equlremenfs, under thls sltuatton, could have range from §$2,3
mtillon In FY 1984 +o nearly $28 mltllon In FY 1987. The FY 1989 cost would have been about $23 mlllton,
The actuat costs of the Title | Program to date have been much smaller than they would -have been had
Guatemala pald cash for the same commodlitles. Assuming that the comnodlitles Imported under Title | would
have been Imported commerclally, In the absence of that program (but those Imported under Sectlon 416 would

not), the Title | Program has reduced the balance of payment deflclt nearby by $93 mlt}lon durting the )ast
slx flscal years, :

d) Tlitle | and Agricultural Development: Because the GOG has faced severe economlc and flpanclal problems,
1t drastlcally reduced government spending 1n real terms through much of the 980s, Expendltures on
,agﬁ'lc'u.lfure were particularly hard h1t, baslc gralns more affected than export crops. Locat currencles
generated by the sale of concesslonary Imports have contrlbuted a slgnlflcant share of the resources that
contlnued to be avallable to support the devefopment of rural areas and the growth of agricultural

productlvlity, These resources amellorated the Impact of a slgnlficant reductlon of GOG expendltures fhrougih
much of the 1980's, due to severe economlc and *lnanclal problems,

l1mplementation Problems: The program's capaclty to move Important amounts of high quallty products into
Guatemala, wlthout dlsrupting locak markets, appears to be worklng relatlvety well, ospeclally for wheat,
In splte of thls smooth operatlon and the very poslitive Impacts, the Tlithe | program faces serlous
Imp lement at 1on problems, largely from confllcts over program purposes, These problems are relateq to the
use that ls made of the currency generated by the sale of Imported commoditles. Nearly one~-half of the
funds generated through those programs have not been spent. Past procedures have led to unfunded projects
and unused funds for soveral reasons, Among' them are: (1) Title | and Sectlon 416 projJects often are
Proposed out of the actual budget cycte of the GOG. The problem .ls made more dlfflcult by the +Ime
Pressures that come when contracts are slgned late 1n the U,S. flscal year, under cond!tlons that requlre
shlpment of commodities very aqulckly; (2) The Gog often 1s under pressure not to spend beyond legal
expenditure |lmlts, and pressure from multi-fatera} lending tnstitutions frequently glves the governmernt
strong Incentlves not to spend project funds; (3) Title | and Sectlon 446 projects generally have var|ed
substantlalty from year to year, Most are rolatively smatl and tack contlnulty,

The probtems In Implementing Title | projects appear Ilkely to persist, or even worsen In splte of +the
natlon's acute need for agricultural development. At least three optlons and a number of sub-optlons are
avallabte that could be expected to Improve Title | project Implementatic,, These are: (1) Continue to
program Tltle | local currency. efforts through speclflc projects, but substantlally 1ncrease the amount of
project planning and oversight to ensure that the MOW projects futly reffect the share prioritles, that the
prefeasibltlty and ptannlng efforts are com:lete before the projects are funded, and that t+he funds
aval table are spent for the [ntended purpose on schedulg. (2) Make the MOU projects less speclflc In one of
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several ways:; (a) Program all (or most) of the local currencles Into Core Devalopment Budgets, which have
r€la+l§ely higher 1mplementation rates; (b) program much larger amounts of local currencles for use as
counterpart funds for speclflc, Iargé'projecfs; (c) program larger amounts through the Section 108 Program,
fowaver, sirce this funds are adminlstered by U.S. personnel, such an approach would be simliar to the flrst
optton, ’

Recommendations: Tho evaluation team, basod on the above flindings, recommands;

I) Because of the Tltle | Program's benef iclal lmporfs'ln the avallablltty of food, Its positive flscal and
balance of payments {mports, and Its potantial for supporting agricultural and rural development, a
contlinued and substantlal Title program can be beneflclal 1n Guatemala, The current reflance on wheat and
the current $18 ml1110n annual level could be expected to prov[dé substantlal bensflts,

2) The Mlsslon and USDA should conslder measures that wlll Increase the effectlve use of the locat
currencles that now are held 1n the Minlstry of Flnance. In this context, two baslc recommendatlons are
presented: Flrst, the Minlstry of Flnance and USDA should Increase thelr Involvement In the development of
a very small number of priorlty activities to be funded through Core Development Budget (CDB) Funds; Second,
the Mlsslon should Increasingly plan and coordlnate dlrect support for the Imp lementation of large
agriculturat development projJects through o8 funds, and an Increaslng share of the Title | local currency
funds should be made aval lable through that channet,

3) Because of the Jack of avallable tand, contlinulng rapld popitation growth, acute need for growlng
productlivity 1n the agrlcultural and food sector, but at the same time Httle appreclation of the necesslty
for coherent agricubtural pollicles to support substantlai productivlty growth, I+ {s recommended that USA|D
Ccooperate wlth the Mlhlsfry of Agrlculture to develop and elaborate a system for Induclng coherent
agrliculturat poticles concerning lnvestment, production, consumption prilces, and trade; and asslsting 'In the
development of resources to carry them out,

The maln Pessons that can be der!ved from the evaluation report are: (1) It 1s Impera¥tve to take some
correctlve actlon to address the problems In Implementing Tltte | proJects; these problems are Itkely to
worsen |f current procedures are not Improved; (2) To avold GOG's Increastng dependency on Imported food,

there 1s an urgent need to cooperate wlth the GOG In pursulng coherent poticles to support sustalned baslc
gralns productivity growth,

G
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K, ATTACHMENTS (Ust attachments submhted with this Evaluation Summary; always attach copy of full
svaluation report, aven If one was submitied earlier)

- Report t1tled; PL-480 Title | Evaluation for Guatemala by Sparks Commodltles, Inc, July 1989,

L. COMMENTS BY MISSION, AID/WY OFFICE AND BORROWER/GRANTEE
The USAID MIsslon of Guatemala concluded that the evaluation of the Title | Pl 480 and Sectlon 416 Programs

Issues retated to food ald and the use of local currency generated from the sale of food commodltles that
wore made avallable under PL-480 Title | and Sectlon 416 Programs.

A mix of forelgn expatriate and local experts spent sufflclent +ime 1n+ervlewlng key persons lnvolved In
Imp lementing both programs. The particlpation of local experts provided a ful] plcture of the realltles
both In the fleld and In the Implementing offlces. THelr understanding of the local bureaucracy altowed
them to measure, as much as possible, -the lmpact of Title | Programs, as welt as to ldentify the problems
encountered In thelr Imp lement atlon,

The avaluatlion methodology focussed on the rapld reconnalssance approach, As such, an [nformal survey was
carrled out at different Implementation stages of both programs. This sufvey was essentlal to have a rapld
but comprehenslve view of the Impact and problems that derlve from Imported food comnoditles, The findings
and ‘recommendations of the evaluation team agreed wlth the vlews of some AID Staff about these two
programs, Furthermore, the evaluatlon report has been produced In both Engtlsh and Spanlsh languages., The
latter, 1s helplng the GOG Offlclals to have a better understanding of the splrit and mandate of Title | and
Sectlon 416 Programs.

The evaluation team went beyond the proposed scope of work., |n addltlion +to examinling the operational
aspects of the Tltle | and Sectlon 416 Programs, the study provldes an overal} view and future perspectlves
of the agriculture and food sector of Guatemala. In thls context, +the evaluators ldentifled critical
pollcy Issues that wilti require Mlsslon's attentlon, In additlon, the analysls of the lnpact of the Tithe |
and Sectlon 4|6 Programs Is an exceltent attempt to provide solld econometric Justiflcation, One of the
most relevant findings of the evaluators concerned the use that 1s made of the currency generated by the
sale of Imported commoditles. Nearly one half of the funds generated through the Title [ PL 480 and Sectlon
4}16-Programs have not been spent. This finding led to the baslc ‘recommendation of +he necesslity to Improve
the Title | proJect Implementation process. A number of projects have not been Implamented vecause of
detays In dlsbursement, while others have jacked continulty In thelr flnancing.

Regarding the overall food and agriculture sectors, the report provlides good arguments for estabilshing a
system for developling and elaborating coherent potlcles concernlng Investment, production, consumption,
price and trade to 1nduce sustalned productivity growth 1n those sectors. The analysts of the wheat pollcy
Is an example of how a country coutd avold negatlve pressures from food ald on the domestic production of
baslc gralns.,

Overall, the USAIQ/MIsslon of Guatemala Is very pleased with the evaluatlon document., The general consensus
Is that the report s an excellent factual assessment of the Title | and Section 416 Programs as they have
operated In Guatemala over the past flve years,

Is thorough and comprehenslive, |t helped both the Misslon and the GOG to have a better understanding of the




