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1. EXECUTIVE SUMMARY

The Regional Development Strategy Statement has been written within the context of the
Economic Assistance Strategy for Central America: 1991-2000. Itidentifies the outlines ofa
regional program, a collaborative process for developing and implementing that program,
and prescribes a role for ROCAP within that process and program. It suggests that an
overarching purpose for USG assistance should be to help Central Americans evolvea new
regional community of responsibleditizensand governments collaborating for thecommon
good and participating as equals in the world community of nations. We believe fostering
the sense and substance of interdependence within the region will serve the U.S. national
interest by reinforcing the democratic and pluralist center and discouraging recourse to
political and economic extremism.

The ROCAP program will focus on

epolitical and economic decentralization

sexpansion of non-traditional exports

sremoval of obstacles to free trade within the region and to the world
*free flow of capial within and {0 the region

*protection of the environment and promotion of sustainable agriculture

We will seek a high level of collaboration with the Central American public and private . . . .. _

" sectors, keeping them in the lead in their development process. We will design and
imiplement our program and activities with the full participation of the bilateral USAID
Missions and seek maximum synergism with the programs of the other donors. Finally, as
mandatedby theC.A. ZOOOStrategy, wewillactas ExecuuveSecretaryto theCentral America
Steering Commiittee. -

The program described is budgeted at $125 million over five years.
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1. ROCAP
STRATEGIC
CONTEXT

Introduction

“Dramatic political and economic changes in
Central America,andintheworld,demand anew
US economic assistance policy for the region in
the 1990s. For the first time in history,all Central
American countries have democratically elected
governments. The region’s presidents have re-
newed their commitment to peace and mutual
interdependence. Also underway in the region is
an economic transformation that has the poten-
tial to be as profound as the political transition of
the 1980s. It isthekind of transformation that will
foster diversified trade and investment, generate

employment, and improve prosperity for all.”

New directions are emerging from the po-
litical and economic chaos of the 1980s but
with expected lags and at an uneven pace.

Whileall governmentsare headed by popu-
larly elected presidents, democracy is still
fragile. Economic policiesto supportan out-
ward-looking growth strategy have been
approved but the legacy of import substitu-
tion strategies remains. Political support for
new environmental programs is growing at
alllevels but natural resourcedepletioncon-
tinues. The variations in the pace of change
among the Central American countries, as
shownin Table], are of course considerable.

Building the political infrastructure for
democratic governments —active and re-
sponsible political parties, fiscal reform, de-
centralizationof power—aregoals yettobe
attained in most countries. The current pol-
icy set is still largely inconsistent with a
competitive export-led growth strategy.
Though the mechanics and management of
structural adjustment are now much better
understood, broad sweeping economic pol-
icy changes are incomplete. Commerdal
practice and regulations still, for the most

TABLE L. Performance Related to LAC Bureau Objectives
of Central American Countries

Country

Costa Rica
Belize
‘Panama
Hondures
El Salvador
Guatemala
Nicaragua

Sowrce: LAC/DP
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part, reflect the paternalist/ mercantilist leg-
acy of legislated protection for a small seg-
ment of private interests, usually at the
expense of consumers, and excessivecontrol
by parastatals. Confidence of potential pri-
vate investors, foreign and domestic, in the
ability or political willofthegovernmentsto
adopt and maintain an appropriate policy
mix is understandably weak.

The successes of the later 1980s, flowing
from the beginning of the structural adjust-
ment process, are threatened by three over-
riding factors common throughout Central
America. First, many institutionsrespondto
legislative mandates, or to long-standing
traditions, that perpetuate old policies and
practices designed to promote import sub-
stitution and protect powerful political in-
terests. These institutions and reguiatory
bodies have yet to undergo the radical re-
alignment called for by the political and
economic realities of the 1990s.

Second, paternalism permeates all levels
of society. The lower levels look to powerful
individuals to attend to their economicand
political needs. The governments for the
most part retain a “commanding heights”
mentality of economic management. Al-
thoughthenew generationof publicleaders
is less likely than its predecessors to distrust
the “invisible hand” of Adam Smith, and is
more inclined to accept the notion that cen-
tralized economic decision-making is either
ineffectiveortoo expensive, itremains fearful
of the social consequeres of over-reliance
onmarket forces. Momover, for many career
bureaucrats, and the customs officials in
particular, deregulation threatens power,
prestige, and jobs. Nor is there unanimity
within the private sector for radical and
rapid adoption of freemarket principles. For
the protected industrialist, the new model

threatens competition, layoffs, and accom-
panying labor strife. Politicians fear political
blow-ups.

These fears are not without historical
foundation; witness the disturbances in the
Dominican Republic and Venezuela as they
attempted toinitiateopeneconomicsystems.
But until new political economy models
emerge that address satisfactorily these so-
cial and growing environmental concerns
and the legitimate needs of business, many
rearguard actions can be expected.

Holders of economic privilege will see
their economic and political positions erod-
ing. Conflicts between “old” and “new”
money will retard structural transformation.
Labor unions are faced with new “bosses”
andgovernmentsthat, inthe future, maynot
be as compliant in settling management-
labor disputes. Unions fear the loss of eco-
nomic and political power and thus tend to
oppose “privatization” oflarge publicsector
institutions.

Third, there is the real danger that the
retrenchments in public investments in
economic infrastructure of the 1980s —par-
ticularly transport and energy— and the
continued runaway destruction of the re-
gion’s natural resources will place absolute
limits on growth in the later 1990’s and thus
dissipate the benefits of the painful structur-
al adjustment process now underway.

With these factors in mind, we now exam-
ine the present situation and likely future
trends in the context of the LAC Strategic
Objectives as a prelude to identification of
the ROCAP role in USG assistance.
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A. Developmant of Stable
Democratic Sccieties

The dramatic outcome of the presidential
electioninNicaraguaand the recent transfer
of power in Guatemala from President Cer-
ezo to President Serrano are encouraging
indicators that electoral processes per seare
becoming institutionalized. The next step
will be to ensure that the political parties
themselves operate democratically — and
respond to the needs of those who put them
in power. Stable party structures are not
native to Central America, and electoral tra-
ditions; with the possible exception of Costa
Rica, are young. Parties tend to be shifting
coalitions put together for the purpose of
winning elections, to the neglect of the for-
mation of a consistent policy consensus.
Parties are viewed largely as patronage ve-
hicles,and voteridentificationiswithcandi-
dates, notissues. Civic groups tend to follow
this “strong leader” bias. Thus the under-
pinnings of recent electoral successes are
fragile. Nevertheless recent successful elec-
tions do appear to reflect a trend towards
more stable democratic governments.

Thetradition ofcentralized power, usually
in the person of the chief executive, is an
historical legacy from the Spanish. This was
buttressed in the 1960’s by international
thinking which promoted centralized plan-
ning. Legislatorsare largely viewed as pow-
erless anc’./or corrupt. Their record over the
past few years of democratic resurgence has
done little to dispel that impression. In any
case, they lack staff and training and have
been an ineffective counter to the use of
executive power for economic control. Pro-
vincial, departmental, and municipal gov-
emments are also listorically weak and
although several of the recently-elected

presidents profess to see the political and
economic imperatives of decentralization,
they face an uphill battle within the national
power structure. Selling the concepts of in-
dependent municipal taxing authority and
local control of programs and expenditures
will be a long, hard baitle.

Centralized civilian control over political
and economic affairs does not extend to the
military and police. The need for greater
civilian control and for reduction in force
levels is being discussed, albeit quietly and
carefully, in the media and political fora but
has not yet reached the level of a “public
debate”. Moreover, political leaders too of-
ten still use force to silence opposition and
continuing guerrilla actions provide an ex-
cuse for the maintenance of high military
budgets and force levels. The growing drug
threat also cuts both ways, playing to the
rieed for a strong and independent military
and police force while simultaneously serv-
ing to corrupt and undermine discipline. -

Administration of justice, and protection
of civil and human rights, are almost daiiy
topics of political and journalistic conversa-
tion throughout the region. Publicdemands
for respect cf constitutional guarantees are
made more openly. Public opinion is gener-
ally positive towards honest, efficient legal
systems and all countries recognize the
concept of civil and human rights and can
cite constitutional clauses. Abuses are in-
creasingly met with strong public condem-
nationand mediareportingis generally rore
aggressive. Muchofthemedia, however, are
politically and economically compromised
and reportorial staff remain undertrained.
Responsible, issue-oriented informative re-
porting still is the exception to the rule.
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Cultural biases against low income and
minority groups and women arestill strong
and there remains a fatalistic acceptance by
many that money and political power pur-
chase civil rights. Failures by public prose-
cutors and the court system to bring known
criminals and human rights violators to
justice reinforce the widespread lack of faith
in the legal system and legal remedies.

Nevertheless, important steps have been
taken to strengthen democratic processes
and as long as world opinion, an important

_influence in domestic politics, supports
progressand condemnsreversals, thetrends
are expected to continue. Careful policy and
programmatic interventions by the Western
Democrades can maintain and accelerate
progressand, fortunately, such help isusual-
ly welcomed by the new generation of C.A.
politicians.

B. ACHIEVEMENT
OF BROAD-BASED,
SUSTAINABLE
ECONOMIC GROWTH

Central America has shown some encour-
aging gains in economic performance. The
transformation from the “old model” —
traditional agricultural exportsand regional
import substitution — to the “new” —
adoptionof moremarket-oriented and export
policies—hasbegun, althoughconsiderable
and deep structural change is still required.
The popular consensus on the need for an
outward looking strategy, is growing and
should spur more rapid transformation.
Success should breed confidence. .

- This shi'ﬂ: of viewpoint grew throughout
the late 1980’s and up to the point of the EAI

proposal, which offered an unprecedented
opportunity and prospect of change. The
governuments and private sector organiza-

‘tions have responded positively. However,

theofferappears to haveinduced something
likeastateofshock. Ontheonehand theidea
of free access to the US. — and Mexican —
markets seems like the answer to Central
America’s growth problems. On the other
hand, the prospect of massivechange, possi- -
bly accompanied by political turmoil, eco-
nomic dislocation, and communal violence
may be delaying responsive action.

Central America evidently needs helpand
encouragement to workits way thrcughthe
considerable process ofadjustnent required
totakeadvantageofthis historicopportunity
for rapid growth and development.

Institutionalized, Attitudinal
Restraints to Regional
Development

*The public sector’s full and open ac-
ceptance of free market, export-driv-
en,and moreopeninvestmentpolicies
has lagged well behind the private
sector’s. This is most evident among
seniorand midlevel careerstaff in eco-
nomicand planning ministries, trained
in theacademics of centrally-planned
economies, and designers and imple-
menters of the inward-looking, im-
port-substitution, and nationalistic
trade and investment policies of the
past twenty-five years. Resistance to
moving ahead on privatization in the
region manifests itself at both the po-
liticalappointeeand seniorcareerstaff
level theadvancement cfliberal trade
and investment policies, which is al-
most invariably accompanied by a
transferof operational functionstothe
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private sector, is perceived as a career
and power threat;

eaccessibility to credit and working
capital has been hampered by ahighly
conservative banking attitude which
is oriented very heavily toward tradi-
tional domestic agricultural activities
accompanied by insistence on proper-
ty-based collateral, and not the risk-
taking inherent in nontraditional and
export-oriented ventures;

einvestmentreformhasbeen hampered
or slowed by concern over encroach-
ment by foreign business interests on
national sovereignty. Whether this
concern is justified or not, it is perva-
sively shared by influential elements

tries of economy and finance, border
controls, procedures for merchandise
and people, all still continue to reflect
a protectionist bias through mainte-
nance of archaic forms of registration
and juridical norms. These are based
upon Napoleonic Code-Roman Law;
in which every transaction must ve
notarized or registered by some legal
preeminenceand due payment made.
In short, the commerdial codes of the
region must be modernized.

ecross-national, intra-regional flow of
equity capital to capital markets is
hampered by lack of adequate fund-
ing for the regional fcreign exchange
compensation mechanism.

" of boththebusinessand publicsectors

throughout the region. Attention is required at four

levels:

Regulatory Restraints to
Regional Development

oFirst, the successful macroeconomic
policy shifts that have led the way to

*Strong economic controls remain, no-
tably in the area of exchange convert-
ibility, continuation of price control of
politically sensitive consumer com-
moditiesand services, directand indi-
rect subsidies on agriculture, and
protection of favored older industries
through tax or import actions that
comprise subsidies.

e protectionism is a force thatcontinues
to express itself within the region in
beggar-thy-neighbor bilateral trade
restraints or in the continuation of tar-
iff protection in selected tariff catego-
ries.

ethe regulatory framework forsuchac-
tivities as customs formalities and
processesaffecting trade transactions,
exportand import licensing by minis-

increased exports of non-traditioral
products require “fine tuning” to re-
duce policy inconsistendies, followed
by muchmorecarefulattention toless-
ening the “drag” of traditional regula-
tory and commercial practices which
are still largely in place.

eSecond, specific interventions to ad-
dress the growing needs of theemerg-
ing non-traditional export sector,
agricultureand lightindustry, need to
be creative and consistent.

*Third, barriers to intra-regional trade
and capital and to labor mobility must
bereduced oreliminated to foster wis-
eruseofthecomparativeadvantageof
individual countries as well as of the
region.
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eFourth, and fundamental to the
achievement of sustainable economic
growth, the region must develop and
apply technologies that protect the
environment, increase productivity
and enhancethenaturalresource base.

Fine-Tuning Policy

Thenewgeneration of privatesectorleaders
has been instrumental in obtaining positive
changes and there is now a more open dia-
~logue on trade and investment issues.
" However, lags in rationalizing the regulato-
rystructurerestrictthebenefitof these policy
changes. Unless overridden by strong pri-
vate support for the new model, continued
governmental inaction on regulatory road-
blocks will impede export growth and sty-
mie the formation of dynamic capital
markets. Similarly,despiteover 25 yearsand
many hundred of millions of dollarsin fund-
ing, the financial sector, public and private
alike, remains largely inadequate to the
challenge — and the opportunity. The in-
ability to mobilize capital from within the
region (ot recapture flight capital) and the
absence of heavy flows from abroad, could
well result in Central Amiericamissing the
EAl train.

Equally important, the policy changes
made to date are incomplete. Policies that
stimulate growth may not adequately ad-
dress social objectives. To achieve genuinely
“sustainable” economic growth requires in-
creased attention to the environmental and
human cost of the “new” growth machine.
Parallel policies to stimulate private, and
publicoversightof the natural resource base
are essential

Non-Traditional Exports

Thischanging macroeconomicenvirorment
has already produced new and exciting op-
portunities for non-traditional exports —
agricultural and industrial— and
market-determined import substitution.
Realignmentofexchangeratesreflecting real
economic forces and making imports more
expensiveand exportsmoreprofitable, isthe
most visible of thenew policies. Anew group
of entrepreneurs, foreign and domestic has
emerged, much more ready to exploit new
opportunities and new markets. The'diver-
sification of markets increases the hope for
dynamic new growth in demand and prof-
itability onceitisnolongersolely dependent
onincreases in regional incomes. Backward
and forward linkages are strong and higher
export prices, in domestic currencies, permit
theuseof modemtechnologiesthataremore
profitable. As the new policies move into
place, joined by companion fiscal polides,
state-mandated underpricing of domestic
foodstuffscanbe phased-outand bereplaced
by market prices, opening the door for utili-
zation of modemn, more productive technol-
ogies.

The failure to maintain critical infrastruc-
ture — roads, ports, power generation —
and to adjust investment in new infrastruc-
ture towards international trade, is limiting
the gains from the new policy set. Roads
have deteriorated, ports are inadequately
equipped to handle increased and projected
flows of exports and imports, and recent
studies forecast a drastic energy shortage in
the 1990's.

10
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Regional Barriers

Trade within the region showed sharp de-
clines in the 1980’s. Mor recently, several
governments have taken steps to reduce
intra-regional tariffs, often accompanying
reduction in tariffs for non-regional trading
partners. This trend was threatened when
Costa Rica imposed a 10 per.cent tariff on
regional imports and Guatemala retaliated
with a 15 per cent tariff on Costa Rican
products. TheCostaRicanactionwaslargely
rescinded and a trade war is unlikely.'

Other regulatory barriers to intraregional
trade — customs, special transport regula-
tions, — combine to limit the development
of a regional comparative advantage vis-a-
vis the rest of the trading world, i.e., where
Central American exports are the product of
Central American capital, labor, and natural
resources and the region captures a large
shareofthevalueadded ofthe finalexported
product.

Management of Natural
Resources

Production growth of the 1970s was, in part,
accomplished through consumption of the
patrimony of individual countries. This is
certainly true of timber-based industries
where forest managementwas the exception
and of the livestock industry where conver-
sion of forest to pasture was accomplished
with little attention to sustainability.

Itisimportant thatbothweand theCentral
Americans realize that nature indeed places
limitsonthegrowth path. Theuseofmodein

technologies carries benefits and costs for
theenvironment. Intensive agricultural pro-
duction whichcharacterizes non-traditional
exports, utilizes more labor, and can reduce
thepressuretoopennewlands. Butunfortu-
nately, modemn technologies in use today
also mean greater reliance on chemicals
which, if notused properly orused overlong
periods, will have a detrimental impact on
the environment. Likewise, continued pro-
duction of the same crop, even with small,
individual plots, leads to second and third
ganeration production ;zoblems, a natural
and expected result.

C. ATTAINMENT OF
EFFECTIVE
REGIONAL

COOPERATION

Central Americanleadership “rediscovered”
regionalism in 1990. Emboldened by their
successes in the Esquipulas Peace Process
the five Presidents invited President Endara
of Panama to meet with them last May in
Antigua for the first economic summit to be
held in the region in many years. It is sig-
nificant that the Presidents used a phrase
from the Mayan Popol Viihasa preamble to
their Declaration of Antigua:

“Que todos se levanten, que se llame a todos,

que no haya un grupo, ni dos grupos de entre
nosotros que se quede atras de los demds”

This statement echoes both the emotional
and historic desire for unity within the re-
gion and the sober recognition that past
efforts at integration foundered when that

* 1. This unilateral act reportedly took place with taat (or explicit) IMF approval [t violated the EC agreaments on C A

Monetary Coundl operations and highlights the nved for closer consultation at the regional level, and scrutiny at the

bilateral leval
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sense of comunon destiny and purpose was
lost. The Central American people realize
perhaps morestrongly than ever before that
their individual well-being and advance-
mentisinextricably bound totheircollective
efforts. However, mindful of past failures,
they are unsure of their way and therefore
are proceeding cautiously.

The Antigua Summit set forth an action
agenda ~ The Plan de Accidon Econdmico
paraCentroamérica (PAECA) ~and charged
several ad hoc committees and the “minis-
tros responsables” with developing a pro-
gram for its execution. A follow-on summit
heldin Puntarenasin December1990 further
institutionalized the summit process and
added to the menu of things to be done.
These actions by the Central Americans co-
incided with a remarkable spate of initia-
tivesby theUSand others:theannouncement
of President Bush’s Enterprise for the Amer-
icas Initiative and the Partnership for De-
mocracy and Development proposal,
President Salinas’ offer of a Mexico-Central
America free trade zone, the IDB proposal to
set up a Regional Consultative Group, the
extension of the UN Spedial Program for
Central America and the promise of new EC
aid for the regionat the nextSan Jose Accord
meeting scheduled in March 1991.

Given this flurry of activity (in only ten
months) and the distraction of the Persian
Gulf Crisis, it is small wonder that many
Central Americans reflect the recent tongue-
in-cheek comment of one minister: “I'm so
confused”. Indeed there s real confusion
and, unfortunately little action, on the am-
bitiousagendasetforthinthe PAECA. There
is aclear desire to get moving (and frustra-
tion with the inaction), but the internal and
external distractions are also great and very
immediate for each of these governments.

The private sector, at once fascinated and
mesmerized by the opportunities and the
challenges (somesay threat) ofthe freetrade
proposals, has yet to respond in a conce:ted
fashion.

Finally, most of the public regional institu-
tionssoimportantto pasteffortsatconcerted
action also are in disarray and/or disrepair.

The Central Americans are searching for
the appropriate fora to promote reintegra-
tion/cooperation within the region and are
puzzlingoverhowtorespond totheexternal
opportunities— separately, in parallel, or
together. They have not responded to the
CADCC formulation of the Sanford Com-
mission, in part because they don’t own the
concept and don’t think it is workable. They
are also somewhat tentative concerning the
PDD and the Regional CG which they fear
will mean less rather thanmorebilateral aid.
ROCAP has stimuiated the private sector
through the Federation of Private Sector
Entities of Central America and Panama
(FEDEPRICAP) to propose a mixed com-
mission concept made up of private sector,
government and regional institution repre-
sentatives to advise the governments and
thePresidential summits onthe PAECA, the
EATand the several aid coordinative mech-
anisms. The proposal is “under consider-
ation”.Inregard tothepublicsector, ROCAP
has and will continue to push the Central
American governments to look to their re-
gional public sector institutions, to support
those of value, and to dispatch humanely
those no longer relevant or viable. For those
which fall in the former category we will
workdirectly with the other donors and via
thePDDand otherconsultativemechanisms
to obtain funding for critical programs and
1or theessential core operating costs neaded

12
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for financial stability and technical excel-
lence.

The Central Americans’ disarray appears
to reflect in part their own reading, more or
less accurate, of the disarray of the donors
themselves. TheU.S.ismovingahead tosign
bilateral framework agreements on trade,
while the Mexicans, at least at this early
stage, would seem to preferto deal with the
regionasawhole. The Europeanshaveshown
a distinct preference to deal regionally both
on trade and aid matters, while the IDB and
IBRD, given the state of CABEI, have little
alternative to bilateral programs.

Wemustbe patientand supportiveof their
process as they sort out new patterns of
collaboration, and make pragmatic use of
those mechanisms that already exist to sup-
port the regional dialogue. There already
exist an ample number of fora in the areas
addressed in the C.A. Strategy and moreare
coming into existence each month. We can
work with these to forge a broader consen-
sus and thesense of interdependence which
we and they seek. To do so effectively,
however, will mean that vre, ROCAP, bilat-
erals and LAC/W), must make maximum
use of the new coordinative mechanism set
forth in the C.A. Strategy to plot a common
courseand speakconsistently withonevoice.

li. STRATEGY
DEVELOPMENT

Introduction

Theunifying theme of the program ROCAP
will pursue in the 1990s is the building of a

. Central Americancommunity of responsible

citizens and governments collaborating for
thecommongoodand participatingasequals
in the world community. To this end we will
promoteindividual and groupinvolvement
in the process of governance and develop-
ment both at the community level and the
national level. At the regional level we will
seek an interdependence which canserveto
discourage swings to the extremes of eco-
nomicand political nationalismand reinforce
the will to pursue ademocraticand pluralist
centerground. Consistent withtheapproved
Central America 2000 Strategy, ROCAP will
focus or:

epolitical and economic decentraliza-
tion and citizen participation;

sdiversification and expansion of non-
traditional production, removing con-
straints {o intra-regional trade and to
full Central American participation in
world markets; and

scontinied sunport for the Bureau's
comprehensive environmental and
natural resource effort,

As Executive Secretariat to the Bureau’s
Central American Steering Committee
mechanism ROCAP will:

sconvene periodic meetings to gauge
overall progress against the C.A. 2000
Strategy and coordinate next steps

eprovide Ralson with the Central Amer-
ican governments, regional ins titutions,
private sector and other donors on
regional development issues;
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ecoordinate the preparation of materi-
als foc regional consultative mecha-
nisms such as the PDD ar’ the regional
and bilateral Consultative Groups
chaired by the IBRD and |DB;

emonitor overall developinent of the
region and, in consultaticn with US-
AlDs, plan and execute o erarching
evaluations and forward lovking re-
search and development projects; and

oas directed, act as a regional service
center providing administrative and
technical support to the hilateral mis-
slons.

- Theevolutionof ROCAP’sinvolvementin
Tradeand Investmentand Democratic Initi-
atives will be patterned on the approach
utilized in the preparation of the Central
American E/NR { trategy and the support-
ing RENARM project. Theactivitiesoutlined
below will be developed through a consul-
tative process with Mission staff and man-
agement and concerned Bureau backstop
offices, vetted formally at both the PID and
PPstage and reviewed periodically at meet-
ings of the Central American Steering Com-
mittee (CASC) and/or ad hoc meetings as
detailed inSectionIV. As with RENARM *he
emphasis will be on support for bilz.eral
programs and dynamic synergism with the
regional activities of the Central Americans
and the other donors.

ROCAP will seek Mission advice in the
developmentofthesemechanisms, toensure
thattheservices provided are whatis needed
and that they are compatible with Mission
programs. Funding, however, may be an
issue. Missions will need to provide buy-ins
ordirect financing to help fund these servic-
es, in addition to whatever funds ROCAP
can provide or leverage from other sources,
e.g. other donors and central LAC/DI
projects.

In this section, under each thematic objec-
tive, we have indicated the relevant section
of ROCAPsrecently completed ActionPlan
which provides specific reference to pro-
posed ROCAP activities in support of LAC
objectives.

A. REGIONAL DEMOCRATIC

 INITIATIVES

The ROCAP DI program will focus on help-
ing to forgethe toolsand techniques Central
Americans need to ensire effective partici-
pation. Theactivities proposed areconsistent
with the approved C. A. 2000 Strategy, and
reinforce the Central Americars’ own sense
ofaccomplishment gained in the Esquipulas
process. ROCAP will help expand the pool
of technical talent, a particularly scarce re-
source in the DI area; promote political and
technical networking to help attenuate
swingstoeconomicand politicalextremnism;
and, finally, provide a layer of political in-
sulation on issues which can be, either for
ourselvesand/ortheCentralAmericans,"too
hot to handle” bilaterally.

Over the next three years, the ROCAP
Democratic Initiatives program will be de-
veloped to address discrete elements of sev-
en of the ten C.A. 2000 Strategy objectives
identified under the Development of Stable
Democratic Governments.

Wedo not propose to work in Administra-
tionofJustice, Electoral Process/ Institutions,
orCivil/Human rights. These fields appear
tobe wellcovered between LAC/Dland the
Missionsand arole for ROCAPis notreadily
apparent,... -

Itis important to note that while the areas
of focus within Democratic Initiatives are
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clearly cutlined in the C.A. 2000 Strategy, in
all buta few cases such as Administration of
Justice, we lack a depth of experience on
which todraw. Thisaccounts, in part, for the
fact that the activities proposed here seem
less well-defined than one would expect at
the RDSS stage. ROCAT, along with the
bilateral Missions, will Lave to feel its way
slowlyand carefully inmost of the proposed
DI areas. We must expect delays, and possi-
bly some false starts. With this in mind, the
following is a brief description of how RO-
CAP proposesto approachitsselected Dem-
ocratic Initiatives activities:

AREAS OF FOCUS

Municipal Development/
Decentralization

(AP Table 3; pp. 2-7; 3-2; 3-5)

The C.A. 2000 Strategy notes the general
agreement in the region that highly central-
ized, sometimes corrupt, national bureau-
cracies actually limit the countries’ ability to
deliver essential services; and that such bu-
reaucracies are often anti-democratic, pre-
venting citizen participation.

RHUDG/CA has been working with IN-
CAE, with funding from ROCAP, to help
create the political consensus and network-
ing needed to starta region-wide municipal
development effort. USAID/Honduras is
carrying out a Municipal Development
project. TheEl SalvadorMissionis providing
funds forsomelocalmunicipal projects. These
experiences will be useful in moving to a
regional level, but each country will haveto
have a program custom-tailored to its par-
ticular needs and circumstances.

The theory is that political and economic
decision-making should be moved as close
to the citizenry as possible and feasible to
promote democratic participation; and that
local financing and management of public
services is more likely to keep government
honestand responsive. The processof shifting
from national to local control will have to
take place slowly.

Possible Activities

*Training of local government officials
inthe basics of management and dem-
ocratic practice and providing them
with the financial and human resourc-
es, and technical assistanco, able to
create and operate institutional and
physical infrastructure, develop localy
owned/operated utilities, and provide
for local control and support of social
services.

*Research, seminars, and technical as-
sistance in examining the constitu-
ticnal, historical znd regulstory factors
affecting decentralization. Here again
Honduran experience could be used to
stimulate debate on issues and legis-
lative tactics.

*Existing projects, such 2s ROCAP'S
NRECA/CARES project, can be drawn
upon to help municipalities take con-
trol of electric power services.

*Encourage othor donors to channel
their assistanca tothe local level, (eg.
the World BaniCUNICEF regional wa-
ter and sanitation project) o help
strengthen municipalities. By drawing
on such sources of financing, local
governments will have real services to
deliver, whilch, in turn, should increase
citizen confidence, and williagness to
support local government and pay for
urvlea.‘,

*Support for the recently formed C.A.
Federation of Municipalities.

g

15

11



ROCAP -RDSS

PLURALISM AND CIVIC
PARTICIPATION

(AP Table 3; pp. 2-8; 3-3; 3-17)

In order to sustain democratic participation
awide variety of interest groups needs to be
strengthened orcreated. Such grou~sarethe
meditm through which the majority of peo-
ple will be able to express their will, and
pressure government to deliver what they
want. A number of different routes will be
examined including the introduction into
the classroom of relevant curricula and ma-
terialsin civic theory and practice. Specific
issue NGO’s could be called on, as well, in
public education campaigns around key is-
sues tied to theelectoral process. This clearly
isalsosupportiveof our Municipal Develop-
ment concerrs.

Possible Activities

*Technical assistance and training to
complement/support bilateral efforts
with NGO's, and local civic groups.

Sponsor regional conferences and as-
sociations to promote networking, with
emphasis on decentralization issues.

*Continuation/expansion: of INCAE’s
poiitical leadership course. -

oAsslstance for cusriculum development/

express their needs. This component will be
designed tohelpelected legislatorsand their
professional staffs to develop a more open
and responsive environment, where negoti-
ation and compromise, rather than accusa-
tion (or violence) moves the legislative
agenda forward. Particularemphasis willbe
on constituent service, response to interest
groups, and on developing specialized ex-
pertiseindraftinglegislation. The CA Parlia-
ment, to be formed in November, 1991, may
prove to be another useful channel for the
promotion of improved legislative opera-
tions and research on common issues.

Possible Activities

°A team of experts on various aspects
of legislative reform and development

*Training for legislators on issues iden-
tification/negotiating skills.

*Supportfor the Regional Federation of
CA Legisiative Clerks.

*Encourage ties to US State legisla-
tures, perhaps through Partners of
the Americas programs.

+Coordination with other donors-nota-
bly the EC- in this areas, and with the CA
Parfiament.

The CA Parilament may undertake
(with project support) collaborative
esearch on themes of common inter-
4 Apas gy ' Wwaece
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onstrate to the electorate that they are effi-
cient, honest and responsive - in a way that
authoritarian regimes are not - if citizen con-
fidence in pluralist government is to be sus-
tained. Bilateral Missions are already active
in efforts to trainqualified civil servants,and
tostrengthen fiscalaccountability and inves-
tigative functions. The ROCAP contribution
here will be to support bilateral efforts, and
to work withselected regionalinstitutions to
the same ends.

Possible Activities

sWork with LAC/DI and the Missions to
define today’s problems and {dentify
courses of action inlight of AID'S past
experience with public administration.

*Make maximum use of resources
available in the region (eg. INCAE,
ICAP) to provide cross-region TA/
training/dialogue opportunities.

oInvestigateregional CLASP-type effort
for public administrators, perhaps in
conjunction with the EC.

CIVILIAN CCNTROL POLICE/
MILITARY

(AP Table 3; pp. 3-3; 3-17)

The CA Presidents have set in motion a
structured effort to verify, control and limit
armaments within theregion, withthe hope
of redirecting those resources to develop-
ment. Thebroaderissue, however, iscivilian
control and direction of the military and
police establishment. ROCAP can help this
process take hold by providing civilian
leadership with the information and skills
required to assess military and intelligence
needs, and thus manage effectively the mil-
itary budget and size. Members of the mili-
tary, too, can benefit from training and study

of issues with colleagues and scholars. In
fact, the military must be engaged in the
dialogue, in order to realize regional goals
for disarmament and downsizing of the
forces under arms. This collegiality should
work to persuade the military that over the
longer term it is in their own interests to
allow forcontrol by responsibleand informed
civil authorities, to minimize the potential
for fratricida! infighting over promotions
and power. An ancillary issue is the large
number of private security guards (compa-
nies and individuals) which add both to
security problems by increasing the number
of poorly-controlled arms on the street and
serve no useful productive purpose.

Possible Activities

*Provide consuitants, training, special
research and fora for regional level
dialogue (for political insulation).

*Expansion of the LAC/Dl-supported
American University program.

*Send CA civillan scholars to US de-
{ense schools.

sStudy tours of the Congressional Re-
search Service to observe how the US
monitory defense budgets/operations.

*Examine decentralizing the police
function. .

FREE AND RESPONSIBLE
PRESS

(AP Table 3; pp. 3-3; 3-17)

Informationontheworkings of government
within the nations of the region is extremely
limited, as is high-visibility discussion of
critical issues facing the region. This lack of
cross-boundary knowledge is a major im-
pediment to the achievement of our goals
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bothintheDemocraticInitiativesand Trade/
Investment areas. The FIU journalism pro-
gram supported by LAC/DI is a step in the
right direction, but low levels of literacy
mean limited circulation and impact of
printed materials. The region’s media are
generally underdeveloped as well. There is
noregionalradioor TV network;and nation-
al TV coverage is poor (increasingly domi-
nated by foreign programming).

Possible Activities

sInvestigate avenues for improving re-
glon-wide news and information cov-
erage.

*Explore ways to help existing research
organizations and opinion-makers to
got their products widely distributed
and discussed.

STRENGTHEN POLITICAL
LEADERSHIP

(AP Table 3; pp. 3-2 3-5)

Political leaders in the region require skill
upgradingtoeffectivelyaddress major public
policy issues, and in techniques to gauge the

social and economic impacts their decisions

as government managers will have on sodi-
ety. Practical training is envisaged for polit-
ical leaders to enable them to acquire the
appropriate skill mix to govern responsibly
and responsively.

Possible Activities:

GCoMInmtlonloxmslon. ef political
leadership courses.

*Host regional seminars for political

leaders to advance networking and

... oxchanges of iInformation on regional
themes.

THE OPERATIONAL PLAN

In evolving its DI [sogram, ROCAP will
build on the accumulated experience of the
bilateral Missionsand LAC/DItodevelopa
portfolio whichsupports, supplements,and
facilitates mutual programming and evalu-
ation of the overall USG effort. We will plan
requirement contractors for specialized TA
and training. We will maximize use of local
talent and expertise, develop regional net-
works of NGOs and professional assoda-
tions,and takethelead inorganizing research
and small-scale R&D on the problems of the
next decade.

FY 1991

—Recruit our own DI staff of one Senior
USDH and 1-2 PSC's.

—With RHUDO, LAC/DI and the US-
AlDs, beginthedesignofaMunicpal Devel-
opment Support Activitv.

FY 1992

— Develop and authorize contracts for
T.A./trainingand researchactivities for Leg-
islative Strengthening and Political Leader-
ship training. Explorz with leadership of
the new Central American Parliament and
E.C.areasof mutualinterest. Award contract
for implementation.

— Consult widely with USAIDs, LAC/
DI, otherstodetermine whatsortof Regional
Honestand EffidentGovernment, Pluralism,
Civic Participation, and Free Press Compo-
nents should be designed for FY 93 obliga-
tion to meet the needs of the 1990’s and
beyond.

18
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— Explore possibilities for AID’s role in
“Civilian Control of the Military”, e.g. fund-
ing regional seminar(s) and selected training
in US. and elsewhere.

— Authorize the Municipal Development
Support component. Award contract for
T.A./training, etc.

FY 1993

~ Authorize the Civilian Control of Mili-
tary, Honest, Effident Government, Plural-
ism and Civic Participation and Free Press
components. Award contract(s) for imple-
mentation.

— Award contract(s) to study the role of
Central America information/media in-
dustry as a contributor to both democratic
stability and development information and
education. Identify possible activities for
future funding under Free and Responsible
Press component.

B. ACHIEVEMENT

OF BROAD-BASED

SUSTAINABLE
GROWTH .

The C.A. 2000 Strategy proposes a pro-
gramfocus to “stimulate privatesectortrade
and investment through regional and bi-
lateral policies and programs.” While RO-
CAP and the USAIDs have a large number
of activities already underway which con-
tribute to this emphasis, we do not have as
yetaconcerted strategy or programin place.
During the course of the next year ROCAP
will prepare a new, more comprehensive
approachtotheregionalaspects of tradeand
investment, building on our experience to

date with our highly successful non-tradi-

. tional agricultural export PROEXAG activ-

ity and our cooperative efforts with
FEDEPRICAP. We will emphasize: a strong
and informed privatesectorspeaking outon
economic, trade and investment policy, re-
search on harmonization of tariff policy and
joint action to remove non-tariff barriers.
Moreover, we will promote active issue-ori-
ented dialogue between Central American
producersand US(and nowMexican) buyers
and investors. We design our program and
we hope to contribute as we can to the evo-
lution of a unified T&I program for the re-
gion similar to that already in place for
envirorunent and natural resources.

TheROCAP program willnot concentrate
on those aspects of macro-economic reform
which are best handled bilaterally. Our in-
volvement in the promotion of finandal
markets and investment will emphasize re-
search and dialogue via private sector orga-
nizations and activities which directly
support our own non-traditional export
program. We will be actively involved in
prioritizing the region’s physical infrastruc-
ture, including energy, but in the context of
region-wide cooperation. Our involvement
in the social sector will be limited to a re-
sponsible phase-out of our support to IN-
CAP.

ROCAP has had a key role inraising envi-
ronmental awareness anc. promotingsus-
tainable natural resource management in
C.A.ROCAPtook theleadindevelopingthe
Bureau'’s long-term E/NR strategy. Indeed
the strategy approved in February 1989
“..provides the policy framework against which
all ALD. E/NR activities in the region, AID/W,
ROCAP or bilaterally-financed projects will be
planned, justified to Congress and implement-
ed.” The RENARM project provides major
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regional support to the implementation of
the strategy. '

Theeconomicdevelopmentcomponentof
the ROCAP program is directed toward six
of the ten broad based sustainable growth
sub-objectives included in the C.A. 2000
strategy, which become the specific ROCAP
programobjectives. Thesesixsub-objectives
are:

*Trade liberaiization.

*Strengthened private sector organiza-
tions.

sFinancial sector dynamism.

oinstitutional infrastructure investment
= in human resources, information,

and new technologies.

.-Apieultmo and agribusiness growth
and market diversification.

*Rational management of the environ-
ment and natural resources.

AREAS OF FOCUS

The first five of these themes have as their
conmon elements a strong emphasis on
new and dynamic market-oriented produc-
tion. We therefore treat them and their un-
derlying rationale together, as follows:

1. TRADE AND GROWTH
(AP Table 3; pp. 2-8;2-9; 3-2; 3-2)

Refinementof themacroeconomic policy set
for the “new” model will require continued
regional policy dialogue to complement
country-specificattempts to harmonize pol-
icies and re-think regulations. Intra-
regional trade barriers require regional fora
to negotiate specificand consistentchanges,

tied to a time line, to stimulate an efficient
flowofgoodsandservicesthroughtheregion.

Strong privatesectororganizationsarethe
key to maintaining political support for the
new policy set and for identification of spe-
cific regulatory changes. A tiered collection
ofsuchorganizations—trade groups,cham-
bersof commerce,commodity organizations,
producerandservice groups—arenecessary
at the national level. Some means to reflect
regional priorities vis-a-vis each national
government and the rest of the world in
specificareasis required, andisslowly being
developed. FEDEPRICAP plays an impor-
tant role in conveying and explaining to
governments the policy and administrative
reforms needed under the new model of
development; in explaining to members the
need forreforms;and providing or stimulat-
ing a variety of market and technological
information in orcder to integrate CA busi-
nesses with world markets. Other examples
where national and regional interests coin-
cide:

*Regional negotiations with offshore

shipping companies to assure reason-
ahle freight rates and avallability of

ships and containers during peak ship-
ping seasons.

" «Up-to-datelnformation onchanging U.S.

pesticide regulstions.

Experience over the past several years in
financial market development in Central
America suggests that, with time, the exist-
ing, strengthened capital markets can be
integrated regionally. At the moment, every
country, with the exception of Nicaragua,
has a working stock market and employs it,
albeit thinly, as a vehicle for selected corpo-
rate equity transactions. It is widely recog-
nized that these vehicles are too light to
attract intemnational risk capital in any vol-
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ume. However, if, over time reforms contin-
ueinnational financial markets, ininvestment
legislation that permits ready capital and
profit repatriation, and in harmonizing in-
tra-regional currency exchange regimes, a
beginning can be madeinattracting interna-
tional risk capital and in encouraging cross-
national Central American stock market
transactions. Already a Central American
AssodiationofStockMarkets hasbeen formed

(January, 1991).

Aggressive private sector actions are the
expected resvlt of the new macroeconomic
policies. New agribusinesses, especially in
the non-traditional export sector, are blos-
soming. AID has been active throughout the
region with successful programs. The com-
bined AID experience over the past five
years has also demonstrated the difficulty
and complexity of the task. Entrepreneurs
have had to learn new ways to do business
often in joint ventures with buyers from the
US. But more common is that new com-
merdal practices are hindered by old “con-
trol” regulations. Building confidence in
foreign buyers and foreign consumers is
impeded by variations in product quality;
contract farmers and packing workers need
training. Transportsystems wereinadequate
for highervolumesand speedydelivery,and
ad hoc improvements now need to be stabi-
lized. Regulatory requirements -health and
productquality— ofimporting nationswere
unknown to new exporters and attempts to
use traditional means to avoid compliance
with US regulatory agencies, personal con-
tacts and subterfuge, were rejected. Major
changes in pesticide regulations in the US
added to the confusion and required con-
certed programs in Central America to har-
monize regulations and advise users on
appropriate and safe use.

Under the new model, production of do-
mesticfoodstuffs willalsoundergostructural
transformation . More expensive imports
open the door for market-determined im-
portsubstitutionand, oncepricecontrolsare
eliminated on domestic goods, adoption of
improved technologies will follow where it
is profitable. This will create a need for new

- ways to “produce” the necessary technolo-

gies that can profitably take advantage of
new markets and, with imports, provide
food security for domestic consurners. Sec-
ond and thitd generation production prob-
lems will require research programs to test
(and seek approval) of new pesticides, im-
proved cultural practices,and new varieties.

The ROCAP Program:

Over the five years of this RDSS, expanded
agriculturaland lightindustrial trade will be
the primary objectives for ROCAP. The
successful PROEXAG model will be contin-
uedintothe1990’'sunderanexpanded Trade
and Investment Program. With an opera-
tional focus on facilitating the movement of
goods to markets and diversifying market
penetration, elements of the program will
also support

(a) continuing policy dialogue on regional
and international trade issues;
(b) strengthening of private trade and

commodity organizations to foster com-
mitment to the new model;

(c) applied research on production prob-
lems, processing, and distribution; and

(d) capital formation for non-traditional
export industries.
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Key components of the Trade and Invest-
ment Program are underway or beginning
to take shape, and their major elements are
the following:

eTechnical assistance in the placement of
products in foreign markets is the mainstay
of the PROEXAG project. Following a “deal
making” mode), (identifying the gaps in the
series of actions needed to sell something,)
market information is generated and dis-
tributed and introductions executed be-
tween buyers and sellers.

*” eInstitutional support forregional private
sector organizations, FEDEPRICAP, key to
influencing trade policy at both the national
and regional level.

*Capital mobilization from the Latin
American Agribusiness Development
(LAAD) generating capital to exporting
firms.

eStrong demarches on trade and related
investment policy and reforms undertaken
by FEDEPRICAP, aimed at strengthening
theregionalinstitutional baseforthePAECA,
atexploiting tradeand investmentopportu-
nities with Mexico, and incorporating Pana-
ma fully into the Central American
liberalization process.

‘e Follow-uptothe trade frameworkagree-
ments by all of Central America, not just
Honduras and Costa Rica, in furtherance of
the Enterprise of the Americas Initiative. Ina
parallel area, clearer identification by Cen-
tral American businessmen of not only re-
gionally-oriented projectsinvolvingdebt for
equity swaps applicable to major commer-

Strengthening national capital markets
by opening the doors to cross-border capital

trading and, as national investment reforms
occur, attraction of overseas equity and risk
capital directly and through stock markets
to non-traditional export activities.

eMultiplicity of new technologiesapplied
in the agricultural, and light industry non-
traditional export areas, responsive to inter-
national market signals and competitive in
terms of price, quality, and timeliness of
delivery as the result of regionally-oriented
assistance at the production and factory lev-
el

*Thenew Science for Environmental Pro-
tection and Agricultural Growth (SEPAG)
project will support expansion of regional
cooperation inagricultural research in order
to strengthen science-based education and
outreach programs toaddresscomumoncon-
straints throughout Central America. It will
link national programs to regional institu-
tions and expand thecircle of participants to
include private enterprises - business, com-
modity organizations and quasi-govem-
mental bodies. Research and educational
programs will be fostered to maximize the
use of scarce scientific personnel and a wide
range of outreach mechanisms.

OPERATIONAL PLAN

ROCAP will fund programs directed at sus-
tainable agriculture and natural resource
management, and expanded intra- and ex-
tra-regional trade and investment. We will
maximize the use of local talent and exper-
tise to develop a coherent program to ad-
dress regional constraints that requu'e
neglonal solutions.

-
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FY 1991

*Design and Authorize the Export In-
dustry Technology Support Project.
Award Contract for Implementation.

*Begin design of the Regional Trade
and Infrastructure Project.

sRecruit additional contract statf for
newly created Trade and investment
Office in ROCAP.

*Begin design of the Sctenéo for Envi- '

ronmental Protection and Agricuitural
Growth Project.

FY 1992

eCompletes the design and authorize the
Regional Trade and Infrastructure

Project.

"eComplete and Authorize the Science
for Environmental Protection and Ag-
ricultural Growth Project.

sFacilitate framework agresments with
the U.S$. Incorporating Panama into
elements of 2 Central American trade
framework, beginning with coopera-
ton in the cervices sector.

*Promote integrated Central American
action In response to the Entarprise
for the Americas Initiative.

FY 1993

Facilitate the harmonization of cus-
toms and border procedures within
the region and smooth operation of
national one-stop export documenta-
tion centers.

*Encourage the compatibility of Central
American and Mexican efforts with
EAl free trade concepts.

2. Rational Management of
the Environment and
Sustainable Natural
Resources

In Central America, as elsewhere, the suc-
cessful promotion of a public environmen-
talethic, theidentificationand dissemination
of the stientific prirciples which undergird
it, and the development and continual re-
finement of the science-based technologies
required to practice it demand, and will
produce, broad-based and thoroughchange.
Fundamentally, thisis cultural changeof the
mostinclusiveand integrated sort, touching
on values, education, technology, law, eco-
nomics, politics, social organization, public
and private institutions.

The measure of its success, as well as its
most visible impact, will be in the wide-
spread practice of sustainable agriculture,
rational management of forestry resources,
the preservation of biological diversity
through wildlands protection and other
means, critical watersheds under perma-
nent, science-based management,and urban
pollution reduced to a level consistent with
ecological sustainability. None of these
chariges are purely technological nor will
they be the product of purely technological
interventions; all are interrelated and each
implies the more fundamental cultural
change noted above if it is to become a
permanent feature of the Central American
landscape.

While the approved LAC E/NR Strategy
was drafted by ROCAP as the designated
lead mission, we did also through close col-
laboration with the bilateral Missions. The
authorizationfromAID/W mandated yearly
meetings with the CA mission directorsand
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chaired by the AA/LAC to discuss progress
measured against the Strategy. We therefore
propose that these reviews take place rou-
tinely within the CASC system beginningin
the April CASC meeting.

ROCAP Program:

The RENARM project is now in the mobili-
zation stage. RENARM continued to evolve
(in consultation with the Bilateral Missions)
in FY 1991 and will continue through the
RDSS time frame. Additionally,a newactiv-
ity is proposed for FY92 which will comple-
ment the Bureau's Objectivesunderthe LAC
E/NR Strategy to provide “education and
training, and technology development and dis-
semination” required for non-traditional ex-
port growth.

Under RENARM we will expand our re-
search and development work in wood
utilization, seeking new uses for under-
utilized spedes, helping to develop new
products and markets, and providing
technical assistance and training to the pri-
vate sector on more efficient and profitable
use of lumber by the wood industry. This
work will be especially pertinent to refor-
estation efforts - the private sector won't
plant trees if there’s no way to turn a profit
on them '

The 1991 expansion of the Regional Agri-
cultural Higher Education project, will de-
velop innovative funding mechanisms to
help strengthen Zamorano’s and EARTH's
ability toacceptqualified students whomight
nototherwisebeabletoafford thecostsofthe
~ first-rate technical education these schools
provide under their respective ecological
conditions. The objective, essentially a tu-
ition pay- back arrangement, will help en-

sure that the talent needed, to tackle Central
America’s challenge of improving produc-
tivity in ways consistent with preservation
of its environmental integrity. If successful,
this should help set the stage for expansion
ofregionalcooperationinscientificeducation
relevant to environmental management.

We will continue to support symposia,
workshops, and seminars which address
important environmental topics of regional
concern such as the recent workshop on
US. legislation requiring the use of Turtle
Excluder Devices in the shrimp export in-
dustryandaplannedsymposiumontherole
oflivestock production within the context of
sustainableagricultural productionsystems.

We will begin shortly to focus spedal at-
tentionon theindigenous grouosoccupying
the especially fragile lowland jungle areas
along the eastern side of Central America.
This will help ensure that the NGO's and
others working in theseareas haveavailable
to them the information and assistance re-
quired to work effectively and successfully
with these groups.

Semi-annual RENARM Coordination
Meetings will continue to bring together the
Central American USAIDs, theinternational
environmental NGOs, CATIE, EARTH, and
Zamorano to focus on pressing substantive
issues as well as to facilitate regional coor-
dination and information exchange.

In the coming years we will also:

sreinforce, strengthen and expand the
reach of the region’s environmental
news dissemination network, one more
step in a necessarily multifaceted of-
fort to getthe message out; to develop
aninformed cRizenry on the subject of
environment and on its relevance to
Central America;
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sholp establish a Central American Youth
Conservation Corps movement;

egsponsor Masters degree traininginthe
United States for fourteen Central
Americans in the field of Enviconmental

Education;
sexplore the estabfishment of aMasters

degree program in environmental
management at INCAE; and

sfoster the creation of a new, private
sector, environmental clean-up indus-
tryinCentral Americaworkinginclose
collahoration with the Central Ameri-
can Commission for the Environmient
and Development (CCAD) and FEDE-
PRICAP;

Finally, we are considering a major expan-
sion of RENARM in 1992 or 1993 to address
pressing issues in coastal zone management
and will explore opportunities for regional
approaches to addressing the problem of
urban pollution, beyond our presently
planxied efforts at environmental clean-up,
in 1993. Thenatureand content of thecoastal
zone program will become more clear in
light of the Coastal Zone Resource Manage-
men: Wurkshop (scheduled for September
1991), any further studies which may be

required, and discussions with bilateral

Missions.

Inall of theseinitiatives we areand will be
arddressing problems which are bigger than
ROCAP, and bigger than AID, but which
may prove tractable to a coordinated effort.
We anticipate continued close participation
of the bilateral USAIDs in this effort, either
by direct buy- ins, by joint ventures, or sim-
ply through operational coordination. None
of us has all the answers, but we think that
we are beginning to ask the right questions
andtoundertake the preliminary work which
willberequired ifultimatesolutionsaretobe
found or created.

Operational Plan

FY 1991

*Hold two RENARM Coordination
Meetings for all C.A. USAIDs, as well
as Iinternational NGOs, and regional
organizations associated with RE-
NARM.

- oSign Grant Agreements with CATIE

for the Tree Crop Dissemination pro-
gram.

*Sign PASA Agreement with EPA (with
MOU to be executed between EPA
and FDA) for provision of technical
assistance services related {0 pesticide
use, primarily with regard {o non-
traditional export crops.

*Establish a grant agreement for coor-
dination of technical and organization-
al strengthsning activities with

indigenous groups.

*Extend PACD of Regional Agricultural
Higher Education Project to continue
CATIEM.S. program, pending resolu-
tion of CATIE’s bid for International
Agricultural Research Center status,
and to develop student loan program
with EARTH and Zamorano.

sExecute contract for coordination of
Masters-level training of fourteen
Central Americans in the U.S. in Envi-
ronmental Education.

*Extend contract with Zamorano for
provision of pesticide management
course 10 numerous target groups
throughout C.A.

*Sponsorregional workshop on Coastal
Zone Resource Management to help
identify possible future activities in
this fleld.

FY 1992

*Design, in collaboration with the bilat-
eral USAIDs, an Amendment to RE-
NARM to expand support to the
region’s environmental news coverage,

e ——. s o ——tnn o
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help establish a Central American
Youth Conservation Corps, and foster
the development of a new private
sector environmental clean-up indus-
try in Central America in collaboration
with CCAD and FEDEPRICAP.

*Execute grant agreements for imple-
mentation of Amendmant activities.

sUndertake further study on needs of
the region in the area of Coastal Zone
Resource Management fora 1992 or
1993 RENARM Amendment, or in-
clude amajor coastal zone component
in the RENARM Amendment sched-
uled for 1992, The decision will be
made in the light of information avail-
able and information gaps identified,
as well as the interest of USAIDs,
subsequent to the Coastal Zone Work-
shop cited above.

FY 1993

sInitiate series of studies concerned
with problems of urban pollution and
ways to address them. This effort will
generate information required to bet-
ter undersiand the extent and causes
of urban pollution, and to determine
what role, if any, ROCAP mightplay in
addressing the problem.

THE ATTAINMENT
OF EFFECTIVE
REGIONAL
COOPERATION

ROCAP’s historical mandate as set forth in
the 1965 treaty with the five Central Ameri-
canrepublicsisto: “...maintain liaison with the
Centmal American regionalintegrationentities...in
ordertoassist inthejoint efforttoachieve econom-
ic and social progress through the process of
integration.”
Inthepast, heavy emphasis has been placed
on working with and through the regional
entities. In thedecade of the 1990s, our focus

increasingly will be on the content of the in-
tegration and cooperation process and less
on the integration entities per se.

We do so because we wish to see the Cen-
tral Americans in the lead and prefer to
respond to their pace and, second, because
we wish to see an end to the financial and
programmatic dependencies these entities

" now have on US and other donor aid.

SUPPORT/STRENGTHEN
FORA FOR REGIONAL
DIALOGUE

As noted earlier, the Central American
Presidents have yet to setile on an effective
mechanism for overall management of the
PAECA and responding to the US and Mex-
ican free trade overtures.. The two principal
inter-governmental regional institutions
whichplayed similarrolesinthe past, SIECA
and CABEI, are moribund and largely dis-
credited and their masters, the Ministers of
Economy and the Presidents of the Central
Banks, have thus far avoided meaningful
action on their reform. On the plus side the
pastyear has seena very dynamic process of
interchange among private and public sec-
torleaders ona wide ranging regional agen-
da.They haveheld scores of formal meetings
on such topics as:

ofinancial markets
'‘municipal government
sregional transport
sregional electrical nets
stourism

senvironment

earms reductions
sprivate universities
egovernment auditors
'women entrepreneurs
otrade
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In a parallel fashion we know that key
ministers often confer informally on com-
mon issues like the oil crisis, privatization
and the demands of the donors for reforms.
In sum, there is considerable communi-
cation at the regional level much of which
does not come to our attention and upon
which wearenotreally ina positiontoopine
as to its efficacy. Nevertheless, we believe
that dialogue in itself is conducive to our
interest and should be supported.

ROCAP Role: ;
Given the relative lack of movement on the
part of officdaldom, ROCAP has concentrat-
ed on pushing the privatesectortospeakout
on overarching issues, and make their con-
cems known. We continue to support a
F-.DEPRICAP proposal to set up a mixed
private-public commission to advise the
governmentsand thePresidents themselves
on the implementation of the PAECA and
steps needed to respond to ourown EAL We
will continue support for the Panamanian
working group which is examining closer
economuic ties with the rest of the region. We
also intend to collaborate with AID Mexico
to promote a Central American-Mexican
private sector dialogue an. free trade. We
support thework of CCAD which was given
the lead at Puntarenas in the environmental
area and will renew our ties to CORECA.
Similarly we propose to work closely with
CAEC (Central American Electrical Com-
mission) on rationalizing electrical gerera-
tion, sharing and conservation. The overall
intent is to be opportunistic and to avoid

creating dependency.

wm .

STRENGTHEN REGIONAL
INSTITUTIONS AND REDUCE
THEIR DEPENDENCE ON
A.l.D. RESO!'RCES

The research/technical support/educa-
tional institutions (NCAP, INCAE, CATIE,
etc.) remain in varying degrees dependent
onA.LD. support or program “purchase” of
theirservices. Excessivedependenceon AID
and other donor resources inhibits institu-
tional maturity, reduces pressures for cost
recovery, skews their agenda, and distances
them from the governments which should
be supporting them.

ROCAP's Role:

We will continue to press both the manage-
ment of the regional institutions and their
public and private “owners”, to develop
~long-terminstitutional plansconsistent with
the realities of Central America as it enters
the21st Century. Indoing so we have made
it clear that AID will no longer subsidize
operating costs. For the most part this mes-
sage is getting across and the institutions
realize that they must work hard to develop
abroaderclientbase, tosell theirservicesand
product both to the C.A. governments and
privatesectorand to theinternational donor
community. For those showingawillingness
to change and adapt, ROCAP has provided
transition funding and technical assistance.
With ICAITI, success is at hand under the
REDI project; we are supporting CATIE's
bid forinternationalstatusunderthe CGIAR
mechanism’ while, with INCAE we are
watchingand waiting for signs thatthe C.A.
privatesector willstepforward totakecharge
of and support It institution. -

+—— o ety ..o
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INCAP is clearly an institution worth the
extraworkrequired tobreaka long history of
dependency. The C.A. 2000 Strategy specifi-
callyidentifiesas oneoftheopportunities for
Central Americans to work regionally in
carrying out the “Health and Peace for De-
velopment and Democracy” declaration
adoptedin 1950 by the Ministers of Healthin
thesub-region. INCAPisthekey toeffective-
ly catalyzing regional collaboration in the
health sector based on its 40 years of experi-
ence :: addressing regional health and nu-
trition problems and its increasingly strong
performance record cver the past several
years.

The FY 91 INCAP Institutiona! Strength-
ening Project is a carefully considered and
measured approach to free INCAP of its
dependence on A.LD. funding by building
on the Institute’s comparative advantages
and addressing its weaknesses. It will com-
pletea process nowunderway withsupport
from the two current ROCAP-supported
projects to strengthen INCAP’s technical,
management and financial capacity.

STUDIES AND POLICY
DIALOGUE SUPPORTING
TRADE LIBERALIZATION

ROCAP's Economic Research Policy Project
and the Private Sector Initiatives Projects

support the policy dialogue processes, and

to stimulate and encourage searching con-
sensusonthemanyissuesthe Central Arner-
icans face. Stimulating the convergence of
sound economic policiesand promoting ofa
future regional free trzde zonecontinues to
be a high priority for ROCAP.

ROCAP's Role:

ROCAP’s role in the future will be to: (1)
work more closely with bilateral missions;
(2) reconfigure ROCAP, in terms of projects
andstaffing (bothdirect-hireand contract)to
better supportthis task;and (3) redouble our
efforts in this area. In the past we have con-
centrated on work by SIECA's research unit
(CEIE) and INCAE How.we can organize
AlID's regional policy research and analysis
effort will depend on how the governments
organize their own coordination/coopera-
tion/negotiation processes. We will use our
financingand technical supporttahelpthem
concentrate on high priority, relevant issues.

SUPPORT REGIONAL
COOPERATION/
COLLABORATION AT
SECTORAL LEVEL

Transport

Economic infrastructure deficiencies will,
as sounder policies take hold, become an
increasing constraint on growth and partic-
ularly on outward-oriented trade develop-
ment. While roads, ports, and airports are
justadequateforthecurrentlevel ofeconomic
activity, thereareincreasing shortfallsin their
ability to handle the changing and growing
mix of trade. Ineffective management of
transport and related services continuously
frustrates the free flow of commerce within
and outside the region.

- However, without a concomitant effort to
upgrade the physical and institutional in-
frastructuretoaccommodateprojected trade
levels, thesystemwill notbeable tocarry the
required volumes. The highway net, in par-
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ticular, has deteriorated badly throughout
Central America, and rebuilding and up-
grading it will require close cooperation.
Port facilities are in most cases antiquated
and badly in need of renovation. Looked at
from the other end of the pipeline, buyers in
major markets will, over time, view Central
Americaasanunreliablesuppliercompared
with other areas, and will justifiably make
this decision on the basis of failure by ex-
porters to meet the high standards of inter-
national commerce, in part a result of
increasingly inefficient infrastructure.

From all accounts of users, a major prob-
lem also arises from the human side of the
equation, not just the physical. Although
businessmenaregenerally notsatisfied with
the quality and extensiveness of the physi-
cal transportinfrastructure, their moreacute
concerns are expressed in terms of human
ineffidiencies in processing, monitoring, and
screening; that is, in the array of judgmental
activities performed by public officers that
are associated with the movement of mer-
chandise across borders.

'ROCAP’s Role:

Continue to work closely with the private

- sector regional organizations in identifying
major transport obstacles and coordinating
efforts to solve them. FEDEPRICAP already
workscloselyand continuously withnational
and regional committees and autonomous
entities responsible for highway, maritime,
air,and rail transport policy and programs to
provide insights from business as to needs
and solutions.

Over thecourse of the RDSS, ROCAP will
workwithregional publicagenciestoprovide

rieeded management, technical and institu-
tional assistance.

We will also look for opportunities to sup-
port“privatizing” managementof portsand
airports and rationalizing the region’s re-
dundant and inadequate air cargo capacity.
As part of our Secretariat function we will
work with the bilateral missions to identify
key infrastructure issues and priorities for
the PDD, the U.S. Executive Directors at the
IDB and IBRD, and for possible funding
under the EAI Fund in order that the heavy
investment in physical infrastructure which
willtake placein the1990s willmakeregional
sense.

ENERGY

ROCAP has been involved with several as-
pects of the problem for over five years. The
firewood issue has been addressed under
CATIE's Madelena project and will be con-
tinued under RENARM. The Central Amer-
ican Energy Resources (Los Alamos) project
looked at alternatives, principally geother-
mal, while the on-going CARES (NRECA).
activity looks at aspects of electrical conser-
vation. In 1990, concerned with the deterio-
rating electric power situation in the region
ROCAP and the Science and Technology
Bureau’s Office of Energy commissioned a
study by Hagler-Bailly. The study confirms
the approach of an electrical power crisis.
Two countries— Nicaragua and Panama —
are already in an excess demand situation.
The others have one to three years before
they also begin experiencing chronic short-
falls. Lead time for putting new capacity on
lineisinexcess ofthreeyearsand few projects
are even at the planning stage. Fortunately,
there is a growing awareness that existing
capacity can be more efficiently utilized
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through intercountry power-sharing and
purchase arrangements, better demand
management and other conservation mea-
sures, withtheactive participationand lead-
ership of business and industry. However,
the private sector is only now becoming
involved in the development of national or
regional energy policy,andinthegeneration
of electric power. The principal issue in de-
veloping solutions is whether governments
will have the political will to make essential
policy and pricing changes, and permit the
private sector to become more actively en-
gaged.

Other international donors, e.g. the IDB,
World Bank and EC, are committed to ma-
jor financial investments (of $1 billion pius)
in electric power infrastructure over the
next decace. ROCAP’s work in T.A,, train-
ing, policy formulation, etc. will be coordi-
nated with, and complement, those
infrastructureinvestments. Itismoreappro-
priate to offer this assistance on a regional
than bilateral basis, because the problems
are comumon to all C.A. countries. Thus,
economies of scalecanberealized,and better
regional cooperationcanbeachieved through

regional services.

TheUNDPhas estimated theregion’selec-
~ tric power investment needs (to meetrising
demand)at$10 billionover the next 10 years.
Our Missions in Honduras and Panama are
not yet involved in the power sector. In the
case of Panama, the problem is the two-year
limitation on the AID program. The GOP
itself has identified power shortages as a
major block to economic growth. Honduras
is still getting by with the El Cajén dam, but
injust three more years, Honduras will need
allofE1Cajor(sgenerating capacity (and will
no longer be able to sell power to neighbor-
ing countries). In addition to their own pro-

grams, all CA. Missions are participating
in/receiving services from the ROCAP-
funded Rural Electrification project. The
rombined AID-other donor investments to-
gether will not come closa to meeting the
need. Therefore, the kind of assistance in
effidency and conservation measures to be
offered by ROCAP will be crudal to help
bridge the gap between need (driven by
economic and population growth) and
supply (corstrained by funds, policies and
outmoded technology).

ROCAP Program .

ROCAPis proposinganew Energy project
for FY 92, which will work with all the
countries of the region to achieve more effi-
cient utilization of existing electric generat-
ingcapadity,demand management/control,
wolicy and pricing reform, private sector
construction of new electric generating ca-
pacity, and optimization of regional electric
gridoperations. The TAand training services
to be provided under the new project will
complement, and be closely coordinated
with, major new energy infrastructure in-
vestments in the region planned by other
donors (IBRD, the EC).»

Whereas we think we have the fuelwood
and electric energy issues reasonably well
defined and covered, we agree witharecent
LAC/Washington suggestion to do a re-
gional Energy Strategy. Such a Strategy is
needed to bring together al! the issues
around CA’s energy situation, and identify
which players are to do what among the
broad array of possible interventions. The
Strategy is also needed to respond more
diréctly and precisely to the Agency's Con-
gressional directives on Energy and Global
Warming. In our judgement, however, the
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electric energy situation is so urgent for the
CA region that we plan to go ahead with
design of our new FY 92 project without
waiting for theStrategy to becompleted. We
do plan, however, to go ahead with the
strategy using project funding.

Priority Areas For Action:

There are eight major areas where ROCAP,
in cooperation with the USAID bilateral
missions, will help address the region’s
energy problems, six in electric power, and
two in fuelwood:

ELECTRIC POWER:

sFinanciai and Least-cost Planning: To
develop sound national energy policies
integrated with economic policies
leading to the financial recovery of the
sector.

Demand Side Management and Con-
servation: Torestrain growth in energy
demand and consumption; and make
utilization more efficient.

*Private Seclor Participation: To make
independent pioducers the primary
sowrce for development of new ener-
gy supplies.

sResources Development: To evaluate
indigenous energy resources (ol, gas,
hydro, solar, wind, and geothermaf),
and plan for their development.

*Rural Electrification: Tostrengthen the
institutional and technical base for
improved electrification programs
(primarily ruraD in the national utility
companles.

o‘nterconnection Opiimization: To max-
imize costbenefit and efficlencies in
pouling the region's electric power
capacity.

FUELWOOD:

sWatershed Management and River Ba-
sin Development: To assist in the
Imprevement of land use and water
resources in those critical upland wa-
tersheds which are of high pdiority
beacause of their downstream impacts
on infrastructure {(e.g. electrical sys-
tems), water supply, and coastal areas
(through RENARM),

sProduction from Natural Forests: To
assist in the management of selected .
areas of existing natural forest with
high productive potential, for the
sustairable production of forest
products (e.g. fuelwood), water and
otherenvironmental benefits (through
RENARM).

1/ Under the Central American Rural Electrification Support Project, NRECA is presently collaborating with the IDB in

the developmant of a 15 MW hydroslectric project for a consortium of electric cooperatives (CONELECTRICAS) in Costa

"Rica. Under this arrangement, NRECA is providing technical assistance and training and the IDB will provide the project
funding through a $15 million private sector losn program.
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IV. MANAGEMENT AND RESOURCES

ROCAP PRIORITIES AND FUNDING

ROCAP STRATEGIC OBJECTIVE PRIORITIES ARE ORDERED AS
FOLLOWS: (S-year cumulative totals in millions of dollars)

SUSTAINABLE GROWTH

A.STABLE DEMOCRATIC SOCIETIES $10—515
B. BROAD-BASED SUSTAINABLE ECONOMIC GROWTH .
TRADE AND INVESTMENT... $33 — $40
SUSTAINABLE AGRICULTURE/
EDUCATION/TECHNOLOGY $10—515
ENVIRONMENT AND
NATURAL RESOURCES $62 —$70
C. EFFECTIVE REGIONAL COOPERATION $10—510
" TOTAL $125- 6150

The above table shows a $25 to $30 million annual obligation level. Ata $20 million level,
the pace of RENARM activities would be put ona slower track. If funding were reduced to
the $15 million annual level, we would be unable to undertake planned activities in
sustainableagriculture educationand technology dissemination. Below this level we would
successively cut energy, transportation, and the public administration support, and other
remaining DI activities.

L
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The Roles of ROCAP

*Executive Secretariat
eLisison
Coordinator
*Program Implementation

*Service and Support

Executive Secretariat;

The LAC Strategy established a new man-
agement oversight structure to enhance co-
ordination and more effectively integrate
bilateral and regional AID programming in
Central America. The “Central America
Steering committee” (CASC) composed of
the Directors of the six bilateral missions,
ROCAP, and chaired by the AA/LAC will
rneet semi-annually to review overall prior-
itiesand assess progress against C.A. Strate-
gy and LAC objectives, and prepare inputs
to the PDD, Regional Consultative Group
and other fora in which regional issues are
addressed. ROCAP will serve as the Execu-
tive Secretariat to the CASC and be respon-
sible for coordinating agenda items, venue
and providing staff support.

The Deputy Mission Directors, with ap-
propriate LAC/W representation, will meet
off-cycle to the CASC to effect operational

coordination, plan joint studies and evalua-~

tions, discuss RDSS and Action Plan up-
dates and follow-up on decisions made at
the CASC. Similarly, the existing practice of
annual meetings of functional specialists
(health and family planning officers, eco-
nomic officers, private sector/TI officers, DI
specialists, educationand RENARM) will be
continued with their meetings specifically
designed to measureprogressand problems
against the goals and objectives of the C.A.
2000 Strategy.

Liaison:

The advent of the PDD and the EAI codify
the changing nature of our relationship to
the Western Hemisphere and most specifi-
cally to the way AID will conduct its busi-
ness in Central America. AID will make
greateruse ofitslongexperienceintheregion
ard still significant on-the-ground presence

~ toplayasupportiveroletothenewgeneration

of Central American leaders as they chart
their owndestiny, seek to attract new invest-
ment, and  open new markets. It will be
critically important that we use our shrink-
ing resources to catalyze increased aid from
othersources. Inadditionto pullingtogether
AID position papers for the PDD and Re-
gional CG, ROCAP will also step up its
efforts with the IFIs, the EC and other do-
nors, many of which prefer to work at the
regional level

Trade and Investment:

The Central American Presidents at their
Antigua Summit called for a new intra-re-
gional trade regime under a C. A. Economic
Union. In their Puntarenas Declaration they
warmly endorsed President Bush’s Enter-
prise Initiative for the Amer:cas. The chal-
lenge for the Central America leadership is
to progress toward the former objectiveina
manner congruent with attainment of the
other. The challenge for AID will be interre-
lating with the Central Americans, other
donors, and the business and investment
community based on the same data and
consistently pursuing the same ends but
perhapsatavarying pace. ROCAPwill work
with the USAIDs and AID/W to:

edevelop a common methodology for
examining the policies , practices,
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legal, financlal and infrastructure im-
pedimants {o extsrnal and regional
trade.

ecoordinate needed analysis to be done
internally by AID and interface with
the Central American institutions in-
volved in such analysis, including fi-
nancing such work as appropriate.

spromots exchange of iInformation and
analysis at the technical level to the
end that it is incorporated into the
decision process at the Presidential
level.

sdevelop a follow-up system {0 ensure
that once the Presidents make key
decisions they are in fact acted upon at
the country and regional level and
appropriately supported by AID in
concenriwith the IFls and other donors
. Including guidance for use in the PDD,
Regional CG and other relevant fora.

*ROCAP will also provide imited fund-
ing for pre-feasibility studies and pilot
projects designed to trigger major
infrastructure financing.

Executor of Programs and
Projects:

ROCAP’s projects are, and will continue to
be designed to support achievement of the
overallLAC/CAstrategyand programand,
_ inall but exceptional cases, provide special-
ized support to thebilateral missions. This is
presently trueofthe RENARM and PROEX-
AG activities and will be true of planned
projectsinsupportofthe EAl, Energyand DI
objectives. Regional institutions will be uti-
lized to achieve finite ends and deliver spe-
cific products,ascontractorsand granteesas
appropriate, butalwaysinamannertoelim-
inaie the state of dependency which now
exists. The possibility exists, however, that
the USG, functioning through the Steering
Committee, may wish to provide finandal
supportfor C A. organizations (new or exist-

ing) which are critical to the effective opera-
tion of the PDD or to negotiation with the
USG to implement the EAI. ROCAP would
hope that any such arrangements could be
kept limited and ad hoc in nature.

Service and Support:

There are several levels of service and sup-
port which may be appropriate under the
new corporate structure for C.A. ROCAP
currently houses the Regional Commodity
Management Officer and the Regional En-
vironmental Officer, the latter located inSan
Jose. Furthercentralization, probably through
attrition, may berequired and desirableover
the next two years, both to cut costs and
personnel, by moving the RLAs and RCOs.
Similarly we propose folding the present
RHUDO staff into ROCAP to support the
planned DI municipal development/de-
centralization activities.

Thereare two additional functions which
fall into this category. One, a sub-set of the
Secretariat function, is a collaborative effort
with the USAIDs to gauge the progress the
region as a whole is making, refining the
broad indices we haveestablished in the CA
2000 Strategy, and developing a common
approachto data gathering and compilation
and preparing the requisite reports for the
Congress and the public. For example, as
requested by the Bilateral Missions, ROCAP
has contacted a firm under the RENARM
project toemploya programaticapproachto
monitorand evaluatenotonly theRENARM
projectbut theentire LACE/NR Strategy as
a whole. We propose to employ a similar
approach in both the DI and TI programs.

Over time we would hope to involve the
host governments in this effort, thus hope-
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fully improving theirability tomakethecase
that government of and by the people really
pays off for all the people. Finally, ROCAP
requests the charter to do forward looking
analysis and planning on ways the Central
Americans can cor < with perhaps the great-
estchallenge of the 1990s—the region’s rap-
id urbanization. Specifically, we would like
to design a R&D agenda for the agency
whichlooksat the challengeand opportuni-
ty for the non-governmental and private
sector to provide health and education ser-
vices to the 40 million plus Central Ameri-
cansthat willinhabitthisisthmusby theyear
2000.

Mission Organization:

An internal reorganization process within
the Mission during the months of December
andJanuary wascompletedin Februaryand
the requisite documentation for AID/W
approval has been prepared and submitted.
Briefly, two new offices are to be created to
give organizational recognition to the new
roleROCAPwillplay insupportofthe Trade
and Investment and Democratic Initiatives
components of the new C.A. Strategy. We
have asked that these positions be estab-
lished at the FE-OClevelin recognitionof the
level of contact they will be expected to have
withintheregionand theleadership/liaison
role, they will have in relation to the other
donors and our embassies, and other USG
agencies which will have a part in making
these new initiatives a reality. The General
Development Office which has handled the
bulkof projects with the regional institutions
is being phased out as those activities reach
their end. The two USDH slots will be used
to cover the new T&I and DI team leaders.
The Program and Project Development Of-
fices are being merged into a new entity
Program Development, Support and Coor-
dination which, in addition to the normal

programand project development function,
will also support the Executive Secretariat
role referred to above.

Mission Staffing:

ROCAP presently has 11 USDH positions
which includes the Regional Commodity
Management Officer and one part-time res-
ident hire. The part-time position is being
eliminated. One additional USDH slot is
absolutely necessary. A Senior Regional
Economist must bedesignated to work with
the bilateral USAID and Embassy econo-
mists toidentify theeconomicpolicy agenda
for our mutual effort to help the region har-
monize trade and investment policy, inter-
face with the other donors, EC and the
international financing institutions on these
issues, and supervise ROCAP’s program
activities aimed at gauging the overall state
ofdevelopmentoftheregion.Giventhelevel
of contact required and the sensitivity of the
subject matter this must be filled by a senior
USG employee. If an increased ceiling can-
not be provided then ROCAP will have no
choice but to abolish the RCMO slot on the
departure of the incumbent. This will be a
serious loss to the bilateral missions who
depend heavily on this position during
projectdesignandimplementationand who
hasmadeareal contribution to ensuring that
the commodities AID finances are not only
appropriate but used appropriately.

ROCAP is making and will continue to
make, heavy use of Central American talent
in both program design and implementa-
tion. Our RENARM project alone has four
professional level Central American and
TCNs onboard, financed under program
furids, and weare following asimilar pathin
the other projects we are designing.
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Annex |

ROCAP PROGRAM PERFORMANCE 1991.-

Indicators

During the development of the E/INR Strategy and RENARM project ROCAP was asked
to employ a contractor to develop the overall indices to be used in evaluating the impact of
the E/NR program, carry out evaluations and studies against those indices and to help the
individual USAIDs monitor performance of their portions of the overall effort. That
contractor is now on board and beginning work. ROCAP proposes to employ a similar
approach for the Democratic Initiatives and Trade and Investment portions of its portfolio
and if the Bureau so desires will extend the coverage to the bilateral programs. Such a
procedure would allow development of yearly evaluation plans in collaboration with
USAIDand LAC/W staff and discussions of findings at the periodic meetings of the CASC.
An illustrative grouping of indicators by LAC objective is provided below. However, over
the course of the RDSS timeframe, these indicators will be adjusted and additional ones
added, to provide a more realistic picture for evaluating our programs.

s
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OBJECTIVE |: DEVELOPMENT OF STABLE DEMOCRATIC
SOCIETIES

Performance Indicators

1.5a Three national decentralization policies in effect by 19986.
1.Sb Three national decentralization/municipal development plans approved by 1999.
1.9 36 leadership training courses completed by 1992,

OBJECTIVE II: ACHIEVEMENT OF BROAD-BASED,
SUSTAINABLE ECONOMIC GROWTH.

Performance Indicators
1.1.a -32 analytical studies completed and 8 seminars held by 1993.

1.1.b -Private sector actively represented in formulation of integration approaches by
1992; Private sector monitoring relevant legislation by 1992,

11.2 -Deuble non-traditional exports to the U.S. to US$3 billlon; double number of
oxpodorsw : ggu:lo number of export products; Increase number of Import countries
by 8 by 1996.

1.4 -20 non-CA foreign investors in national stock markets at over US$ 500,000 by
1993; Cross-national trading begun by 1993.

ll.issag-:.ollcy constraints identified and analyzed by 1992, 3 constraints mitigated by

11.Sb -Technology improved at SO agricultural businesses by 1998.

11.S¢ -150 new agrbusinesses; 300 new agricultural exporters; 100% Increase in
:l‘l’At agricultural export earnings as a partial resuit of ROCAP-funded projects by

11.6 -20 Infrastructural constraints to exporiers identified and analyzed; CA-wide
sustainable agricultural and light indistrial market information systems and networks
established; 200 companies and SO00 business persons trained; and 1000 technical
interventions developed or disseminated as a result of ROCAP-funded projects by
1996. Private sector investment in export businesses increased by 100% by 1996,

11.10 -Environraental degradation viewed as the major public policy lssue by 1996;
major increase in areas of particular ecological significance set aside for preservation
and under effective management, including a regional, environmentally integrated
series of parks and reserves established by 199S; Reglonwide, reduced net rate of
deforestation, per hectare reduction in pesticide use, and Increase in percentage of
total land area managed in accordance with its land use capability by 2000,
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OBJECTIVE llI: ATTAINMENT OF EFFECTIVE REGIONAL
COOPERATION.

Performance Indicators

111.1 Joint public/private sector fora increase by 50%; international fora at ministerial
level or above increase by 25%; and at least one policy change in each C.A. country
resulting from ROCAP-supported forum by 1998.

111.2a INCAP still financially sustainable without AID core funding support in 1998,
111.2b CATIE still financially sustainable without AID core funding support in 1996,

111.3 Five major trade Rberalization studies per year completed and distributed to key
players through 1996.

i11.4a SO key infrastructural improvements identifled by 1993. S technical'cost
analyses completed by 1998. 15 funding sources identified by 1997,

111.4b Rural Electrification decentralization in 4 countries; 2 locally managed RE
systems: laws in 2 countries allowing private RE generation, transmission &
distribution; 4 operational cogeneration schemes; 15% drop In inflation-adjusted
construction cost of 10 RE systems; standards adopted in 4 countries; an increase
of 200 rural businesses using electric power.

111.44d Environment/Natural Resource Manuomdn! faws and regulations promuigated
in all CA countries by 199S.
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LIST OF ACRONYMS

AA/LAC: coorccrcssssssernneenr Assistant Administrator/Latin America and the Caribbean Bureau
AID/W: cccceremrcressssssnrunnser Agency for International Development/Washington, D.C.

AlD: Agency for International Developmeut
AP: ActionPlan
CA:.. Central America )
CABEL Central American Bank for Economic Integration
CAEC: Central American Electrical Commission
CARES/NRECA: ....ccvvrueens Central America Rural electrification Support Project/National Rural
Electric Cooperative Association
CASC: Central American Steering Committee
CATIE: Tropical Agriculture Researchand Traihi.ng Center
CCACD/CADCC: .ccurresaens Central American Development Coordination Council
CCAD: The Central Americal Commission for the Environment and Development
CEIE: Center for Economic Studies and Research
CG: Regional Consultative Group
CGIAR: Consultative Group for International Agriculture Research
CLASP: The Caribbean and Latin American Scholarships Program
CONELECTRICAS: ...........Consortium of Electric Cooperatives in Costa Rica )
CORECA: ....cvevenens — The Council of Agriculture Ministers
Dl Democratic Initiatives
E/NR: ..Environmental and Natural Resources
EAL Enterprise for the Americas Initiative
EARTH: ...ccocussenmummmesseneers The Agricultural College of the Humid Tropic Region
EC European Community
EPA: Environmental Protection Agency
FDA: Food and Drug Administration . A
- FEDEPRICAP ......eu....Federation of Private Sector Entities of Central America and Panama
FIU: Florida International University
FY: Fiscal Year
GoP: Government of Panama
IBRD: World Bank
ICAITL: Central American Institute for Research and Industrial Technology
ICAP: Central American Institute of Public Administration
IDB: Interamerican Development Bank
IFt: International Financial Institutions
IMF: International Monetary Fund
INCAE: Central American Institute for Business Administration
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Institute of Nutrition of Central America and Panama

INCAP:

LAAD: Latin American Agribusiness Development

LAC/DP: cucvesarasasssasasssarasens Latin America and the Caribbean Development Programs

LACBureau: .....ccccceesssenennre Latin America and the Caribbean Bureau '

MOU: Memorandum of Understanding

NGO: Non-governmental Organization

OE: Operating Expenses

PACD: Project Assistance Completion Date

2 {0, U —— Central American Economic Action Program

PASA: Participating Agency Service Agreement

PDD: Partnership for Democracy and Development

PID: ProjectIdentification Document

PP: Project Paper )

Proexag: c.ummmsmmmssssmssessess Non-Traditional Agriculture Export Support Project

psC: Personal Services Contract

Puntarenas: .........ccsuseeeeneser. Presidential Conference in Puntarenas, Costa Rica

R&D: Researchand Development

RCMO: Regional Commodity Management Officer

RCO: Regional Contracting Officer

RDI: Regional Democratic Initiatives Project

RDSS: Regional Development Strategy Statement

REDL: Resources for Industrial Development Project

RENARM: ..ccvvieinsnnenisasanse Regiunal Environmental and Natural Resources Management Project

RHUDO:......... s ensmssosseressss Rural Housing and Urban Development Office

RLA: Regional Legal Advisor

ROCAP: ..ccoamucsntmmasssieneenn Regional Office for Central America and Panama

RTAC: Regional Technical Aids Center o
" SEPAG: Science for Environmental Protection and Agricultural Growth Project

SIECA: Secretariat for Central American Economic Integration

T&l: Tradeand Investment

TA: Technical Assistance

TCN: Third Country National

UN: United Nations

UNDP: United Nations Deveclopment Program

UNICEF: ... oo sresrsenes Untited Nations Children Fund

USAID: United States Agency for International Development
USDH: United States Direct Hire
USG: United States Government

ZAMOTRNOE ceerecssnsssasesneneensns PaR Amierican Agricultural School
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