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ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR, LAC
 

FROM: LAC/DR, Eric Zallman 

SUBJECT: Guatemala - Approval and Authorization of FY 1994 ESF 
Cash Transfer Program PAAD 

Action Requested
 

Your approvil is requested to authorize $10 million in ESF funds
 
for the Guatemala FY 1994 ESF Cash Transfer Program (520-0415).
 

Background
 

On May 25, 1993, Guatemalan President Serrano attempted a self
coup or "autogolpe" against his own constitutional government in
 
an effort to establish autocratic powers. After overwhelming
 
repudiation of the autogolpe by the Guatemalan populace, Serrano
 
was forced to resign. The subsequent constitutional election of
 
President Ramiro De Leon Carpio, the former Human Rights
 
Ombudsman, marked an historic return to democracy, deserving of
 
USG support. The new government immediately taced financial
 
challenges including a burdensome external debt service payment

schedule and implementation of an Emergency 180 Day Plan for
 
poverty alleviation. In addition, the GOG began negotiations

with the IMF, World Bank and the IDB on a package of economic
 
reforms which would allow these institutions to proceed with
 
additional adjustment lending once agreement with the IMF is
 
reached.
 

As negotiations with the international financial institutions
 
(IFIs) proceeded, the World Bank sponsored a Friends of Guatemala
 
meeting on September 24, 1993, designed to provide emergency

financing of $150 million to cover the estimated financing gap

for the remainder of 1993. Donor pledges at that meeting were
 
approximately $81 million (excluding an undetermined amount from
 
Japan) and included a USG commitment of $10 million pledged for
 
disbursement prior to the end of CY 1993. While this
 
disbursement date was not met, the needs remain essentially the
 
same as the Government of Guatemala moves into 1994 with a
 
potential $170 million external financing need.
 

Program Description
 

This $10 million ESF Cash Transfer aims to help the GOG meet its
 
external financing needs, to assist in the execution of poverty

alleviation programs continuing on from the 180 Day Plan while
 
maintaining sound fiscal policies, to support IFI brokered
 
macroeconomic stabilization and adjustment programs, and to
 
support the return of democracy to Guatemala. More specifically,

the Cash Transfer is designed to allow the GOG to reduce public
 
sector external debt with the IFIs, thus permitting public funds
 



which would have been used for this purpose to be used for new
 
social sector spending. The repayment of IFI debt should
 
facilitate the successful negotiation of new agreements with the
 
IFIs.
 

Program conditionality focuses on instituting policies to assist
 
the GOG resolve the current fiscal crisis and improve fiscal
 
policies in the short to medium term. The following conditions
 
precedent to disbursement will be included in the Program Grant
 
Agreement:
 

1. 	 Presidential endorsement of draft tax laws to improve tax
 
compliance and to establish a land tax;
 

2. 	 The nomination of a Tax Prosecutor;
 
3. 	 The formal initiation of the GOG's emergency program to
 

augment tax collection (Programa de Emergencia para el
 
Aumento en la Recaudacion Tributaria);
 

4. 	 Issuance to USAID of a Letter of Intent recording the GOG's
 
Fiscal Action Plan for CY 1994.
 

Once the GOG has met the four conditions precedent,
 
USAID/Guatemala will request disbursement of the program funds in
 
one tranche into an interest bearing separate dollar account
 
opened by the Bank of Guatemala in the Federal Reserve Bank of
 
New York. The Bank of Guatemala will then use these funds
 
directly for payment of IFI debt, and will manage the paper flow
 
to enable a proper monitoring and audit of payments to the IFIs.
 
No local currency will be generated by the use of dollars for
 
debt retirement, nor has the Mission opted to request a local
 
currency set-aside under this program.
 

Discussion
 

The PAAD for the Guatemala FY 1994 ESF Cash Transfer Program was
 
reviewed by the LAC Bureau on November 8, 1993. The PAAD was
 
approved at a funding level of $10 million, to be obligated and
 
disbursed in one tranche. The DAEC decisions are presented
 
below.
 

A. Political Process: Concern was expressed that the ESF grant
 
was merely a short term, stop gap measure and that it remained
 
unclear if the USG's assistance would lead Guatemala back to the
 
path of sustainable development. Additionally, the current
 
political crisis between the executive branch and the legislative
 
and judicial branches was still'unresolved. It was felt that
 
without resolution to the impasse, the fiscal reforms crucial for
 
Guatemala's consolidation of democratic gains would not occur.
 
However, it was pointed out that negotiations among the three
 
branches were currently under way to resolve the political
 
crisis. Additionally, it was hoped that the plebiscite that had
 
been scheduled for. November 28, 1993 would further contribute to
 
a peaceful and democratic resolution of the current political
 



paralysis.' The DAEC committee decided that this is an opening
 
to provide transitional support to the government of President
 
Carpio and that the USG should attempt to keep this window of
 
opportunity open while the GOG negotiates a long term solution to
 
its political and fiscal problems.
 

B. Conditionality: The review committee agreed that the
 
conditions precedent were appropriate and achievable. However,
 
debate centered on whether additional conditionality should be
 
attached in the form of a signed letter of intent (LOI) with the
 
IMF before disbursement of ESF funds. It was pointed out that
 
the economic team assembled by President Carpio and headed by
 
(former) Finance Minister Aitkenhead was extremely capable and
 
dedicated to fiscal reform and modernization. The DAEC committee
 
resolved that it would not insist on a signed LOI with the IMF,
 
given the level of donor confidence that the economic team
 
enjoys. It was further felt that the GOG would not do anything
 
which could endanger the substantial IFI resources that are being
 
negotiated. The newly appointed Finance Minister, Ana de Molina,
 
has indicated her commitment to continue these policies.
 

C. Use of Dollar Resources: The DAEC committee agreed that the
 
intention to use dollar resources to retire USG debt had
 
precedence. In fact, U.S. policy states that every preference be
 
given to paying off U.S. debt. However, the review committee
 
decided that the ESF funds would be used more appropriately to
 
reduce the GOG's public sector external debt with the IFIs rather
 
than to retire USG Title I debt. It was felt that by paying IFI
 
arrears, strained relations between IFIs and the GOG would be
 
improved, leading to a prompt conclusion to negotiations for
 
additional adjustment lending. The committee stressed that it
 
had to be made clear to the GOG that USG debt retirement ic an
 
important issue and that it would have to begin to servic. few
 
debt as it becomes due. The Acting USAID/Guatemala Missicn
 
Director agreed to make the change in the PAAD, subject to
 
consultations with the U.S. Embassy in Guatemala. The U.S.
 
Embassy in Guatemala later concurred with the recommendation to
 
give priority to IFI debt payment. Although payments to the USG
 
periodically come due, the GOG will not be in arrears with the
 
U.S. Government at the time of disbursement.
 

1 After the DAEC meeting, on November 18th, the Guatemalan
 
Congress and Executive branch agreed on a six point program to
 
end the constitutional'crisis. Specific provisions included:
 
agreement on specific constitutional reforms to be submitted to
 
Congress; an agreed upon legislative agenda; agreement to elect
 
a new Supreme Court; the scheduling of Congressional elections;
 
and an agreement to submit the constitutional reforms to public
 
review. The plebescite was subsequently held on January 30, 1994
 
and resulted in the approval of the constitutional reforms.
 



Congressional Notification
 

A Planned Program Summary Sheet was not included in the FY 1994
 
Congressional Presentation, hence a Congressional Notification
 
was prepared and submitted to Congress on November 10, 1993.
 
Congress raised human rights issues with respect to this
 
notification, which were the subject of several subsequent
 
consultations with USAID and State. The human rights concerns
 
were ultimately addressed through a letter written by President
 
De Leon Carpio to President Clinton on 17 January 1994 in which,
 
inter alia, he stressed his government's commitment to the
 
protection of human rights, the establishment of a more equitable
 
and pluralistic society, and for a system of representative,
 
democratic government. On receipt of this letter, Congress
 
withdrew its hold on the disbursement of funds for this program.
 

Office of the National Drug Control Program (ONDCP)
 

ONDCP raised concern over the use of funds originally intended
 
for Peru, a drug control priority country, in Guatemala. This
 
concern was addressed to ONDCP's satisfaction by the State
 
Department's written assurance that language will be inserted
 
into the Program Agreement requiring full cooperation from the
 
GOG on curbing the production and trafficking of illicit
 
narcotics. Such language has been included in the Agreement.
 

Environmental Determination
 

The USAID/Guatemala Environmental Officer prepared and the Acting
 
Mission Director, Lars Klassen, approved a recommendation for a
 
Categorical Exclusion under 22CFR 216.2(c) (2) (vi), "Contributions
 
to international, regional or national organizations by the
 
United States which are not for the purpose of carrying out a
 
specifically identifiable project or projects." An Environmental
 
Threshold Decision (LAC-IEE-94-02) was signed on November 10,
 
1993.
 

Waivers
 

No waivers are anticipated at this time.
 

Authority
 

Delegation of Authority 400 (dated August 16, 1991), in
 
conjunction with Interim Delegation of Authority No. 9 (dated
 
October 1, 1991), provides Regional Assistant Administrators the
 
authority to authorize project and non-project assistance if the
 
activity does not present significant policy issues and does not
 
require the issuance of waivers that must be approved by the
 
Administrator.
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Recommendation: That by marking the approval box and signing
 
the attached PAAD Authorization facesheet you approve and
 
authorize $10 million for the Guatemala FY 1994 ESF Cash Transfer
 
Program (520-0415).
 

Attachments:
 

PAAD
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I. SUMMARY
 

On May 25, 1993, President Serrano of Guatemala attempted a
 
self-coup or "autogolpe" against the legislative and judicial
 
branches of government in an effort to establish autocratic powers.
 
Overwhelmingly, the people of Guatemala manifested their
 
repudiation of the autogolpe and within days were satisfied in
 
their demand for a return to democracy with the election by the
 
Congress of President Ramiro De Leon Carpio.
 

The election of De Leon Carpio was a historical step in the
 
institutionalization of democracy in Guatemala. The move to unseat
 
Serrano brought together for the first time a number of disparate
 
forces - some of which have not always been the strongest
 
democrats. Since his election, De Le6n Carpio has taken a number
 
of steps to further consolidate democracy and strengthen respect
 
for human rights in Guatemala. It is important that the De Leon
 

The election
 

Carpio government, as the offspring of popular support for 
democracy, succeed. 

The Serrano autogolpe had important social and economic 
effects beyond the immediate political consequences. 

of De Le6n Carpio, the popular former Human Rights Ombudsman,
 
raised the expectations of the poorest Guatemalans for increased
 
investments in the social sectors. In economic terms, the
 
political situation exacerbated the deteriorating tiscal situation.
 
at the same time tax revenues were declining, the government had to
 
resume debt payments for parastatals principally due to a legal
 
hold on electricity rate increases. Economic activities were
 
disrupted as a result of the general uncertainty in the country.
 
Fiscal pressures increased and arrears on public sector external
 
debt payments began to accrue.
 

As the new Government strives to meet the legitimate
 
expectations of the Guatemalan poor for increased social spending
 
and at the same time comply with short term external debt
 
obligations while regaining macroeconomic stability, it confronts
 
a serious financing gap estimated to have been USD 120 million in
 
1993, and potentially $170 million for the remainder of 1994. The
 
De Leon Carpio government appealed to the Friends of Guatemala
 
donor group for fast-disbursing emergency financing to close the
 
1993 gap and enable De Leon Carpio to proceed with consolidating
 
democracy in Guatemala.
 

De Leon Carpio has publicly embraced many of the sound
 
economic and fiscal policies he inherited from Serrano. He faces
 
a formidable task, however, in addressing popular expectations
 
while remaining in compliance with crucial programs with
 
international financial institutions. De Le6n Carpio has put in
 
place a highly respected economic team which negotiated a shadow
 
agreement with the IMF in late December, and carried on discussions
 
with the World Bank and IDB which have led to a resumption of
 
disbursements from those financial institutions. The longevity of
 
that economic team, and the policies they represent, may to some
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extent depend on the success of the continued accelerated
 
investments in the social sectors.
 

The proposed USD 10 million FY 1994 ESF program aims to
 
demonstrate strong USG support for the return of democracy to
 

term
Guatemala, help the GOG in meeting its emergency short 

financing needs, and to encourage the GOG to get its economic
 
program back on track. Immediate disbursement of the proposed USD
 
10 million will assist the GOG to implement its poverty alleviation
 
programs without relying on excessive inflationary financing.
 
Similarly, improved financial stability will permit the GOG to
 
continue a higher rate of social investment over the medium term.
 

The proposed conditionality also encourages the GOG to take
 
urgently needed fiscal measures required to improve revenue
 
performance and thereby increase the GOG's capacity to fund further
 
social investment programs in 1994 and beyond. This is directly
 
supportive of De Leon Carpio's recent initiatives to enhance
 
revenue collections by expanding the tax base, improving
 
administration and cracking down on tax evaders. Currently,
 
Guatemala has one of the lowest tax burdens in the world, and De
 
Leon Carpio seeks to change that.
 

The ESF program is also designed to move the GOG closer to
 
full compliance with its programs with the IMF, the World Bank and
 
the IDB. The conditionality in this proposed program complements
 
and reinforces specific fiscal reforms supported by the IMF stand
by arrangement and the World Bank Economic Modernization Loan.
 

The proposed program directly supports achievement of the
 
Mission's overall program goal of broadly-based, sustainable growth
 
within a democratic framework in Guatemala. The grant clearly
 
reinforces two of the four program emphasis areas established by
 
the Agency, that is, economic growth and democratic development.
 

The Mission proposes a USD 10 million cash transfer to the
 
GOG. Dollars will be used to finance priority GOG debt payments to
 
the USG and the international financial institutions (IFIs). No
 
local currency generation or set-aside will occur.
 

The USG has a strong interest in assisting the De Leon Carpio
 
it %o the
administration as works consolidate and preserve 


democratic process in Guatemala. Macroeconomic stabilization and
 
a resolution of the current fiscal crisis are obviously key
 
elements to successful completion of that process. By providing
 
USD 10 million in ESF resources now, we demonstrate that the USG is
 
sympathetic to the efforts of the GOG to provide increased
 
resources to finance urgent social needs while maintaining fiscal
 
and monetary discipline.
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II. POLITICAL CONTEXT
 

The autogolpe, and its subsequent resolution, were indicative
 
of both the tenuousness of Guatemala's eight-year experience with
 
democracy under the 1985 Constitution, as well as its growing
 
strength. On the one hand, Serrano's conviction that he could
 
suspend constitutional rights without provoking popular reaction
 
exemplified the apparent fragility of the commitment of part of
 
Guatemala's power elites to democratic processes. On the other
 
hand, even the most seasoned analysts of recent Guiatemalan history
 
underestimated the strength and breadth of grassroots opposition to
 
Serrano's actions.
 

This conflict is at the heart of De Le6n Carpio's current
 
dilemma. His election as President by the Congress was unexpected.
 
As intense pressure grew among all sectors of society for a
 
resolution to the post-Serrano crisis, De Leon Carpio suddenly
 
emerged as the most viable consensus candidate. Some military
 
concern about his candidacy, based largely on his straight-talk
 
against segments of the security forces on human rights issues, was
 
assauged. De Leon Carpio did not have time to prepare for his
 
presidency nor carry out the necessary political legwork which
 
would have lessened the shock of what would lie ahead. To
 
complicate matters, a good deal of euphoria - and excessively high
 
expectations of performance - resulted from the successful
 
resolution of the constitutional conflict following the autogolpe.
 

A key element in the resolution of the crisis was the
 
formation of the "Instancia Nacional de Consenso" (the National
 
Consensus and Consensus Actions Commission). While De Le6n Carpio
 
emerged as the consensus candidate among all sectors represented in
 
the "Instancia", he did not have a political party base of his own.
 
Events following his election have borne out this contradiction.
 

Serrano justified the autogolpe as in response to untenable
 
levels of corruption in the judicial and legislative branches over
 
which he had no control. Shortly after assuming the Presidency, De
 
Leon Carpio identified the same root causes for his difficulties in
 
moving forward with his program of government. Starting in August,
 
De Leon Carpio's calls for "depuracion" or cleansing of the
 
Congress and the Judicial Branch brought the country close to
 
political gridlock, as his newfound political enemies squirmed to
 
defend themselves and their party members.
 

A "consulta" or plebiscite proposed by De Le6n Carpio was
 
carried out on January 30, 1994 and confirmed popular opinion in
 
favor of De Leon's call for the resignation of the Congress and the
 
Supreme Court. It is unclear whether the process of negotiation
 
and "consulta" will guarantee a viable political solution to the
 
extremely tenuous situation.
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At the same time in 1993, De Leon Carpio proceeded with an 
ambitious 180 Day Plan of accelerated investments to aid the 
neediest Guatemalans. It is crucial that De Leon Carpio succeed 
with his poverty alleviation programs - the 180 Day Plan and a soon 
to be unveiled follow-on program - in order to demonstrate that 
civilian democratic government can be effective in addressing the 
nation's problems. This cannot wait until the full resolution of 
the political situation. The reasons are self-evident. First, 
Guatemala has a long history of impatience with civilian government 
and de facto solutions for democratic crisis. Second, the 
groundswell of participation resulting from the autogolpe generated 
intensive social and economic demands which require response. If
 
left unaddressed, there will be an undermining of people's faith in
 
democracy, represented at this juncture by the De Leon Carpio
 
government.
 

The USG recognizes that De Le6n Carpio has established a clear
 
set of priorities which respond to the need for broad-based
 
political participation and social and economic equity so needed in
 
Guatemala. De Leon Carpio has demonstrated his intention to
 
respect the Constitution, of which he was an author, and
 
consolidate civilian governance. It is critical that De Leon
 
Carpio's government demonstrate progress as soon as possible toward
 
his stated goals because, again, on this progress rides the faith
 
of Guatemala's citizens in the democratic process.
 

However, De Leon Carpio must operate in a difficult and 
rapidly changing political context. He has no party and therefore 
support for his presidency rests on his ability to deliver to those 
he represents -- the people-- ind not the organized political 
structure cf the country. 

A strong show of support from the USG for De Leon Carpio ana
 
his program will strengthen his hand as he enters inevitably into
 
a process of dialogue with those he has accused of corruption.
 
Immediate USG support for the consolidation of constitutional
 
democracy will send a strong, unequivocal signal to those elements
 
who fear his commitment to authentic civilian rule and
 
constitutional democracy in Guatemala.
 

III. ECONOMIC PERFORMANCE 1986-92
 

A. Background
 

Guatemala is the largest Central American country in
 
terms of both population and economic activity. The climate is
 
varied and the wide distribution of soils allows cultivation of a
 
variety of agricultural crops including coffee, tropical crops,
 
fruits and vegetables. About 62% of the population lives in rural
 
areas and 47% of the adult population is illiterate. Ten percent
 
of the population receives about 50% of the national income (Table
 
1). During the 1960s and 1970s, Guatemala's economy enjoyed steady
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growth, reflecting the impact of high prices for the country's
 
traditional commodity exports, the growth of exports to the Central
 
American Common Market (CACM) and significant inflows of foreign
 
resources. At the same time, prudent financial policies, including

low fiscal deficits, moderate monetary expansion and flexible wage
 
policies all contributed to low inflation rates, low external debt
 
and maintenance of exchange rate stability.
 

The favorable trends of the 1960s and 1970s reversed
 
during the first half of the 1980s. The external position of the
 
country worsened as the country's terms of trade deteriorated and
 
trade channeled through the CACM collapsed. The negative impact of
 
these external factors was compounded by expansionary fiscal and
 
monetary policies, adopted to counter the deteriorating external
 
developments. The overall deficit of the nonfinancial public
 
sector rose sharply as overall outlays increased and tax
 
collections collapsed. Bank of Guatemala's (BOG) credit to the
 
nonfinancial public sector expanded rapidly, outpacing the growth
 
in the demand for financial holdings of the private sector.
 

The GOG tried to mitigate the effects of this
 
deterioration by closing the economy and imposing restrictions on
 
international trade. Non-tariff barriers were tightened,
 
restrictions were placed on the purchase of foreign exchange and
 
the exchange rate system was modified. In 1984, the fixed parity of
 
the quetzal with the dollar was abandoned and replaced with a
 
three-tiered exchange rate system (the official, banking and
 
auction markets).
 

Macroeconomic conditions continued to deteriorate. The
 
operation of the exchange rate system became disorderly and
 
involved large subsidies by the BOG. The increase in BOG losses
 
added additional pressure to the money supply growth. As a result,
 
the overall balance of payments registered deficits in excess of
 
3.0 percent of Gross Domestic Product (GDP) compared with the small
 
surpluses registered in the second half of the 1970s.
 

Upon taking office in 1986 after free, democratic
 
elections, the Vinicio Cerezo administration initiated a financial
 
stabilization program which included several structural changes.
 
Measures initially adopted included a simplification of the
 
exchange rate system and reduction of exchange rate subsidies,
 
deregulation of prices and imports, and reinforcement of government

finances through the intruduction of a temporary export tax and
 
dropping of fiscal incentives to exports to CACM countries. A
 
variety of additional policy measures were introduced between 1987
 
and 1989 such as significant tariff reductions, partial revamping
 
of the Guatemalan tax system (1987), opening of the Stock Exchange
 
(1987), unification of the exchange rate (1988) and subsequently
 
adopting a floating rate (1989).
 

The economy responded quickly to the policy changes.
 

ii 
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Real GDP grew by about 3.5% during 1987-89 compared to negative
 
growth durina 1980-86 (-0.1%) and inflation declined from almost
 
40% in early -986 to about 10% during 1989. The external position
 
remained, however, weak, with a large current account deficit and
 
falling international reserves. To correct the imbalances, in mid
1988 the GOG embarked on a 16-month Stand-By agreement with the IMF
 
which failed because of monetary excesses as the 1990 presidential
 
elections approached, lax tax enforcement, government spending
 
overruns, and weak exchange rate management.
 

B. Frustrated Stabilization and Adjustment, 1990
 

In 1990, the last year of the Cerezo administration, the
 
economic situation deteriorated drastically. The large government
 
deficit, poor management of the exchange rate and negative real
 
interest rates induced a decline in domestic savings and encouraged
 
capital flight. The exchange rate system was changed frequently
 
and generated a great deal of uncertainty which induced additional
 
capital outflows. Moreover, the BOG continued to maintain exchange
 
rate guarantees for oil imports after the floating of the exchange
 
rate in 1989, which increased BOG losses and added to the
 
inflationary pressures (exchange rate guarantees for oil imports
 
were eliminated in June 1991). At the end of 1990, annual
 
inflation rose to 60%, international reserves were almost
 
exhausted, and the build-up of more than USD 100 million in
 
external arrears disrupted Guatemala's financial relations with
 
foreign creditors and donors. Real GDP growth slowed to 3.1%,
 
compared to a slightly higher 3.9% in 1989.
 

C. Back to Stabilization and Adiustment, 1991
 

When President Serrano assumed office in January 1991
 
following free and fair elections, the country faced serious
 
economic difficulties.
 

In 1991, dramatic progress was made in restoring economic
 
stability and addressing structural limitations. The new GOG
 
decided early on to negotiate a new IMF agreement rather than
 
attempt to restructure the 1988 agreement. Discussions began with
 
the Fund, but agreement was deferred pending enactment of major
 
fiscal reform (which did not occur until April 1992). Nonetheless,
 
the GOG's successful, self-imposed stabilization program was
 
tougher than the IMF prescription would likely have been.
 

The financial stabilization program initiated in early
 
1991 dramatically reduced inflation and led to significant
 
improvement in the external accounts. The BOG raised reserve
 
requirements for commercial banks by 3 percentage points to 23% in
 
early 199. and intensified open market operations (Table 2) which
 
were complemented by a balanced consolidated central government
 
budget achieved through significant spending reductions, the
 
placement with the public in August 1991 of about Q 500 million of
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compulsory government bonds, and the fruits of a tax amnesty. As
 
a result, the economic situation markedly improved. Economic
 
growth accelerated to 3.3% in 1991 and annual inflation was reduced
 
to about 10% at end-1991 (Table 3). The fiscal deficit fell from
 
2.9% of GDP to a small surplus. Net international reserves
 
recovered from a negative level (minus USD 102 million) at end-1990
 
to about USD 450 million (3 months of imports) at end-1991. 
External payment arrears continued. 

Structural changes were also addressed. Electricity 
rates were raised an average of 47% in August 1991 and government
 
subsidies to the sector were cut in half. The GOG joined the GATT
 
in September 1991 and agreement was reached with the USG on a
 
bilateral trade and investment framework. The first bilateral
 
Trade and Investment Council meeting was held in January 1992.
 
Moreover, the range of import tariffs was reduced from 0-150% to 3
37% in 1990. Import duties were further reduced to 5-30% in 1992
 
and 5-20% in March 1993. A 3% import surcharge was also eliminated
 
in 1992.
 

D. 	 Stabilization in Danger Again, 1592
 

Despite major fiscal reform and increasing tax revenues,
 
the economic performance became mixed in May 1992. Fiscal revenues
 
did not keep in line with growing expenditure demands, and large
 
transfers to public enterprises, of which the bulk (about Q 500
 
million or 0.5% of GDP) was accounted for by INDE (the electricity
 
parastatal), continued to erode government finances (Table 4).
 
Private sector credit accelerated, induced by lower but still real
 
interest rates on open market operations. As a result, net
 
international reserves fell by about USD 100 million during May-

June 1992, the trade deficit widened as coffee prices feli to an
 
all-time low and annual inflation by mid-1992 accelerated to about
 
8.9% (Table 3).
 

E. 	 With Fiscal Reform in Place, IMF, IBRD Talks Resume Mid
1992
 

By mid-1992 the GOG restarted discussions with the IMF,
 
IBRD, and IDB to obtain financial support from these institutions
 
to assist in the continuation of the economic modernization that
 
the government had committed to at the beginning of the Serrano
 
administration. A significant modernization in the fiscal area was
 
already in place with the support of the USAID funded Fiscal
 
Administration Project, resulting in a major tax reform being

approved by the Congress in mid-July 1992. The 1992 Tax Reform
 
appears to have raised tax revenue collection in both 1992 and 1993
 
(Table 5).
 

However, the economic situation deteriorated during July-

August 1992 due to increased inflation and cyclicly declining
 
foreign reserves. Fiscal policy was further relaxed as a result of
 

/
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a 35% increase in public sector wages in July. Private sector
 
credit continued to grow, induced by lower real interest rates on
 
open market operations. As a result, annual inflation increased to
 
14.2% at the end of 1992 (Table 3). The trade deficit continued to
 
widen, reflecting increased imports, record low export commodity
 
prices, expansionary fiscal and monetary policies and an
 
appreciating quetzal in real terms. Imports were growing 34% in
 
annual terms, while export growth was only 9% annually as the world
 
price for coffee, Guatemala's lead export, dropped (Table 7).
 

F. 	 IMF/IBRD AQreements and USAID ESF Program, December 1992
 

An IMF stand-by loan of approximately USD 70 million and
 
an IBRD Economic Modernization Loan (EML) of USD 120 million were
 
signed in the second half of December 1992. Discussions with the
 
IDB for a financial sector reform loan also took place during 1992,
 
but were not concluded because of GOG-IDB disagreements focusing
 
mainly on banking legislation and supervision issues that were also
 
dealt with in the EML. The FY 1991 USAID ESF program facilitated
 
the signing of the IMF and IBRD agreements through a USD 50 million
 
disbursement for the clearing of debt payment arrears to the World
 
Bank in December 1992.
 

1. 	 The IMF Stand-By loan agreement: The GOG
 
macroeconomic stability framework
 

A stand-by loan agreement was signed in the second
 
half of December 1992. The SDR 54 million (about USD 70 million)
 
loan covered a 15-month period. The GOG economic program supported
 
by the IMF aimed at strengthening economic and financial stability,
 
lowering inflation and restoring external viability. To this end,
 
six quantitative performance criteria were specified to control
 
program accomplishment. Access to the stand-by loan disbursement
 
was made conditional on the satisfaction of quarterly performance
 
criteria. The GOG opted to treat the agreement as a
 
"precautionary" one and therefore no loan disbursement has been
 
requested or made by the IMF.
 

Six quantitative performance criteria or targets
 
were set to assess program achievement: (1) targets for the Central
 
Government balance (deficit); (2) limits to the net domestic credit
 
to the public sector; (3) ceilings on credit by the Bank of
 
Guatemala; (4) targets for the net foreign reserves level; (5)
 
limits on external payment arrears; and (6) limits for the
 
contracting of new non-concessional external debt by the public
 
sector. First targets were set for end-December 1992 and
 
thereafter at the end of each quarter until end-December 1993.
 

Non-quantitative performance measures were also
 
envisaged in the program referring to a deepening of structural
 
reforms in tax policy and administration, electricity and domestic
 
petroleum pricing, and more efficient monetary policy management.
 

/2(
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Specific actions on structural changes made part of the program
 
were: (1) a gradual adjustment in electricity tariffs to reflect
 
production costs and elimination of government subsidies to INDE;
 
(2) liberalization of domestic petroleum prices before July 1993;
 
(3) legislation by end-March 1993 to strengthen punishment for tax
 
evasion; and (4) the introduction of a land tax during 1993. The
 
program contemplated a mid-term review, which was never completed
 
because of the political crisis and change of government which
 
impeded a definition of economic policies for the remainder of 1993
 
to correct program misalignments.
 

2. 	 The IBRD Economic Modernization Loan: The
 
supportive structural reform framework for
 
macroeconomic stability and medium term growth
 

A USD 120 million structural adjustment loan was
 
signed with the IBRD in December 1992. The loan was to be
 
disbursed in three tranches over a period of 12 to 15 months. A
 
first tranche of USD 48 million was disbursed in December 1992 upon
 
loan approval. A second USD 36 million tranche was scheduled to be
 
disbursed in June 1993 upon satisfactory compliance of
 
conditionalities. The release of the third and last tranche was
 
planned for early 1994 after compliance with third tranche
 
conditionalities.
 

For IBRD Board approval of the loan in December 1992
 
and approval of the first USD 48 million tranche, the GOG had to
 
meet the following conditions: (1) initiation of an action plan to
 
improve tax and customs administration; (2) incorporation of a 15%
 
real increase in expenditures for primary education and preventive
 
health care in the 1993 budget; (3) initiation of a plan to
 
eliminate government subsidies to INDE; (4) narrowing of import
 
tariffs to a 5-30% range and reduction of non-tariff barriers
 
(NTBs); (5) adoption of an action plan to liberalize the domestic
 
oil market; (6) satisfactory implementation of action plans for
 
CORFINA, BANVI, and BANDESA (public sector financial institutions);
 
(7) initiation of an action plan to improve prudential bank
 
regulations and strengthen the Superintendency of Banks; and (8)
 
establishment of the Social Investment Fund (FIS).
 

For first tranche disbursement, the IBRD included
 
the initiation of the approval of prudential regulation norms for
 
the banking system since this'issue was considered crucial to
 
implement the financial sector reform program which was to be co
financed with an IDB financial sector reform loan (planned to
 
amount to USD 100 million at that time). At end-December 1992, the
 
Superintendency of Banks approved a set of prudential regulations
 
which released the first USD 48 million.
 

The ESF Program Status:
 

USD 20 million in FY 1991 ESF was combined with USD 30 million
 
remaining undisbursed under the FY 1990 ESF agreement to provide for
 

1/
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a total FY 1991 ESF agreement of USD 50 million. Program
 
disbursement was conditioned upon satisfactory compliance of the
 
following conditionalities:
 

1. Progress in the implementation of the GOG's economic
 
program, including submission to Congress of fiscal reform
 
legislation;
 

2. A signed "Letter of Intent" with the IMF; and
 

3. An acceptable arrears-clearing package to open the
 
financial windows of the IFIs.
 

The IMF "Letter of Intent" was signed in December 1992,
 
allowing the disbursement of ESF program funds to complete the
 
clearance of arrears with the IBRD. Arrears with the IDB had been
 
cleared in late September 1992.
 

IV. 	 ECONOMIC PERFORMANCE, JANUARY-MAY 1993
 

A. 	 Stabilization and reform programs: New hopes for
 
stabilization and structural changes, January-March 1993
 

The GOG framework of financial stability and structural
 
transformation set the basis for the December 1992 signing of the
 
IMF stabilization program and the IBRD structural adjustment EML
 
program. During January-March 1993, stability was being restored,
 
consistent with the IMF stand-by agreement signed in December 1992.
 
Accumulated inflation January -March 1993 fell to 1.3% compared to
 
3.4% during that period in 1992 (Table 3), and foreign reserves
 
increased by about USD 60 million in spite of the continued
 
depressed level of coffee prices. Private sector credit and import
 
growth decelerated.
 

The stabilization program targets agreed with the IMF
 
were broadly complied with as of December 31, 1992 and March 31,
 
1993. Although the external (foreign reserves and external payment
 
arrears) and monetary (BOG net domestic assets) targets agreed with
 
the IMF were missed for end-December 1992 and end-March 1993 (the
 
foreign reserve target was missed by only 2.8%), financial
 
stabilization was improved. Agreement was reached on rescheduling
 
bilateral official debt at the Paris Club meeting on March 25,
 
1993. De Minimis arrears to the USG were not rescheduled. The area
 
of greatest concern was domestic credit extended to the private
 
sector (Tables 7 and 8).
 

Progress on meeting IBRD conditionality slowed,however.
 
A pre-condition for EML disbursement, the approval of a set of
 
prudential regulations for the banking system, was reversed in the
 
courts in January 1993, jeopardizing future program disbursements.
 
The GOG's nearly 50% average raise in electricity rates in March
 
1993 was also reversed by a court injunction that led to continued
 
large government subsidies.
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The reversal of the bank prudential norms denied the GOG
 
access to the second EML tranche scheduled for release in June
 
1993. Moreover, some of the other conditionalities for the second
 
tranche disbursement were.not met during the first half of 1993,
 
including progress in implementing action plans for BANDESA, BANVI,
 
and CORFINA,satisfactory compliance with the action plan for INDE's
 
financial rehabilitation, and liberalization of domestic petroleum
 
prices.
 

The Guatemalan Congress blocked liberalization of
 
domestic petroleum prices and the rehabilitation of INDE's
 
financial position was not possible because of the political
 
opposition to the average 50% adjustment in electricity tariffs to
 
reflect electricity production costs.
 

1. 	 The IDB planned financial sector reform program:
 
The co-financing of the IBRD EML financial reform
 

Parallel to the IBRD discussions for the EML, the
 
GOG and IDB began negotiations on a financial sector loan (FSL),
 
originally for a total of USD 100 million, for the co-financing of
 
the modernization of the financial sector in Guatemala. The amount
 
for the FSL was subsequently raised to USD 130 million during the
 
second half of 1993 in support of the De Leon Carpio's government's
 
request for emergency financial assistance. As of November 1993,
 
the loan is pending signature because of one point on bank
 
prudential regulations, which was also a conditionality of the EML,
 
and the unavailability of a functioning Congress to approve the
 
loan.
 

The IDB FSL includes the following policy actions:
 
(1) improvement of monetary control through the widespread
 
application of market interest rates; (2) enhancing of competition
 
of the financial system by facilitating entrance and merging,
 
widening banking authorized operations, and upgrading minimum
 
capital requirements; (3) reduction of banking risk exposure by a
 
prudential regulatory framework; and (4) restructuring of the
 
Superintendency of Banks to strengthen its role in financial
 
supervision. The loan was approved by the Monetary Board in late
 
September 1993.
 

B. 	 Stabilization and Structural Reform Programs Frustrated
 
AQain, April-May 1993
 

4
 

The fiscal situation deteriorated beginning in April
 
1993. Tax revenues did not increase as planned by the GOG and
 
government expenditures were overwhelmed by the burden of unplanned
 
subsidies to public enterprises (Tables 10 and 11) primarily
 
because of the electricity rate increase injunction.
 

The IMF, during its mid-term program review visit at the
 
end of April 1993, expressed some satisfaction with the stronger
 
efforts toward economic/financial stability but raised serious
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doubts about the GOG's ability to continue to comply with the IMF
 
program unless adverse trends were corrected quickly. Government
 
expenditures were growing at a faster than anticipated pace and tax
 
revenue collection was lower than GOG initial estimates for 1993
 
(Table 10).
 

C. 	 Political Crisis Jeopardizes Stability and Prospects for
 
Structural Changes, May 25
 

During the political crisis precipitated by Serrano's
 
May 25th self-coup or autogolpe, foreign reserves fell by about USD
 
25 million to USD 480 million. The fall in reserves was the result
 
of a slight deterioration in the trade balance and lower net
 
capital inflows due to lower tourism revenues and other net capital
 
inflows. The spread between the banking and non-banking exchange
 
rate against the USD (selling rate) jumped from almost zero (Q 5.6
 
per 1 USD) before the beginning of the crisis to about Q 15 cents
 
by the middle of the crisis (Q 5.65 per 1 USD and Q 5.80 per 1
 
USD). After the crisis, the spread descended to about Q 3 cents.
 
Although the demand for foreign exchange on the daily public
 
auction offerings of the Bank of Guatemala jumped from about USD 27
 
million on May 24 to USD 51 million on June 4, the amount supplied
 
by the BOG remained at USD 6 million, avoiding, therefore, a risky
 
deterioration in foreign reserves.
 

On the financial side, withdrawal of private sector
 
deposits in the banking system reduced BOG control of monetary
 
policy as lower commercial banks reserve deposits were placed at
 
the BOG. Monetary management was also impacted by a withdrawal of
 
GOG deposits from the Bank of Guatemala, which reflected the lower
 
revenue performance of the government during the crisis (Table 13).
 
Individuals and firms postponed or avoided tax payments because of
 
the uncertainty created by the crisis. During the two weeks
 
between May 21 to June 4, weekly inflation (as measured by the
 
change in the consumer price index for Guatemala City) increased by
 
0.22% for the week ending May 31 and 1.03% for the week ending June
 
4, which was the highest weekly inflation registered during 1993.
 
At the end of the crisis on June 5th, the 12-month inflation rate
 
reached 13.2%, compared to 12.2% on May 21 before the crisis. At
 
the end of September, the 12 month rate was holding at 13.4%.
 

Fortunately, the acute political crisis was successfully
 
resolved in less than two weekA, minimizing the uncertainty and
 
resultant damage to the economy. Nonetheless, the political events
 
made the achievement of financial stabilization and implementation
 
of reforms within the IMF and IBRD program frameworks very
 
difficult. The IMF mid-term program review was never completed as
 
the GOG was not able to commit to specific actions to correct the
 
fiscal deterioration. The IMF was, in particular, concerned about
 
the delay in passing legislation for punishing tax evasion and a
 
more strict control of government expenditures.
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Also, the events further jeopardized the already
 
prolonged negotiations with the IDB for a financial sector loan.
 
Soon thereafter, it became clear that economic stabilization and
 
reforms required a restructuring of the entire economic program and
 
renegotiation of target dates and some targets with the IMF and
 
IBRD. The deviation of macroeconomic performance from program
 
agreements made it technically and politically impossible for the
 
new De Leon Carpio government to meet the previous government's
 
financial stability and structural goals.
 

V. ECONOMY UNDER THE DE LEON CARPIO GOVERNMENT
 

Partially as a result of the political crisis, the GOG was out
 
of compliance with five out of six IMF targets by the end of June
 
1993 and its management of the economy was drifting. USAID/
 
Guatemala estimates that with respect to the agreed-upon IMF end
 
June 1993 targets, credit to the non-financial public sector was
 
excessive, as were Central Government expenditures and credit
 
extended to the private sector. The stock of net international
 
reserves was reduced significantly while the ability to make all
 
external payments was becoming problematic.
 

The GOG has revised its estimate of the real rate of economic
 
growth downward (from 5% to 4% in real terms) and the inflation
 
rate upward (from 8% to 12%) for 1993. The final figure for annual
 
accumulated inflation for 1993 was 11.6 %, below the revised target
 
(Table 3).
 

Perhaps one of the most far-reaching detrimental impacts of
 
the Serrano autogolpe on the economy was on tax revenue collection.
 
Except for some seasonal fluctuations, tax revenues declined
 
significantly after the autogolpe and have recovered somewhat
 
during the latter part of 1993. Overall, total tax revenues have,
 
in 1993, only increased by about 11.2% from the 1992 level. This
 
compares very poorly with the target of an increase of 17.5% from
 
the 1992 level established under the GOG-IMF 1992-94 Financial
 
Stabilization Program. The recent lower-than-expected increase in
 
tax revenup could not have happened at a worse time for the new
 
government.
 

A. The New Priorities of the De Le6n Carpio Government
 

The Court decision * rolling back the increase in 
electricity rates resulted in an unbudgeted subsidy of Q 364.7 
million for 1993 to INDE. That decision also interfered with the 
implementation of the reform program begun under the IBRD EML, 
which required that the price of electricity reflect its marginal
 
cost of production as a condition to release the second
 
disbursement of the EML.
 

In announcing the 180 Day Plan (Annex D) with its 417
 
public investment projects in June 1993, the GOG asserted its
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intention to execute the Plan in 1993. The projects included in
 
the 180 Day Plan had been included in the 1993 Guatemalan national
 
budget approved by Congress and total Q 1,125 million. Investments
 
in housing, transport,health, and education are the focus of the
 
plan which aims to attack the roots of poverty.
 

To assure the execution of the 180 Day Plan by the end of
 
1993, all budgetary resources earmarked for public investment
 
projects not included in the Plan were transferred to the projects
 
included in the 180 Day Plan thereby refocusing investment
 
priorities, but not increasing expenditures over budgeted amounts.
 
From July 1 to October 25, nearly Q 45]. million or 39 percent of
 
the investments of the 180 Day Plan have been executed. At the end
 
of 1993, President De Leon Carpio announced that approximately 75%
 
of all projects of the 180 Day Plan were executed.
 

Frozen electricity prices coupled with the GOG's
 
determination to execute the 180 Day Plan with the full FY 1993
 
investment budget despite lower than expected tax revenues, created
 
a significant financing gap for 1993. Only by recourse to external
 
financing could the De Leon Carpio administration stave off
 
pressures to undertake inflationary financing of the fiscal gap.
 
At the same time, the GOG moved to negotiate a shadow program with
 
the IMF, and to renegotiate the IBRD EML in addition to requesting
 
emergency financing from friendly countries in order to preserve as
 
much as possible of the sound elements of Guatemala's macroeconomic
 
policy framework.
 

On December 23, 1993, the Government of Guatemala signed
 
a shadow program with the IMF. While there is no IMF resources
 
committed, the 1994 shadow program signifies that there is
 
agreement between the GOG and the IMF on a macroeconomic framework
 
to ensure financial stability in 1994. Subsequent to the signing
 
of the 1994 shadow program, the GOG successfully renegotiated a
 
rescheduled EML with the IBRD and finalized the negotiation with
 
the IDB on the Financial Sector Loan.
 

Having successfully completed the negotiations with the
 
IFIs, the GOG reaffirmed its commitment to continuing investments
 
in the social sectors within a proposed two year poverty
 
alleviation program which will be presented to the donors in June
 
1994 during the Consultative Group meeting. To execute its 1994-96
 
poverty alleviation program, the GOG is seeking approximately USD
 
260 million in external financing (both in terms of project 
financing and balance of payments support) in 1994. 

B. The GOG 1993 Emergency Financing Request and Donors' 
Response
 

On September 24, 1993, the GOG presented a request for
 
emergency financing of USD 150 million for 1993 in a meeting of the
 
Friends of Guatemala sponsored by the World Bank. As presented by
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the GOG, that amount constituted the additional external resources
 
needed over and above the GOG's own resources to enable the GOG to
 
stay current on its debt servicing, absorb the roll back in
 
electricity prices and finance the politically imperative 180 Day
 
Plan without resorting to money creation during 1993. In order to
 
avoid the printing of new money as a last resort, the GOG asked
 
that the emergency financing from the Friends of Guatemala be
 
disbursed prior to the end of 1993.
 

The response from the donors to the GOG request for
 
emergency financing was as follows:
 

- Mexico pledged USD 50 million in bridge financing against 
the first disbursement of the IDB FSL, which has now been 
disbursed (October 20); 

- Venezuela pledged to advance disbursement of a USD 11.2 
million loan to 1993 and make the entire amount available 
as balance of payments support; 

- The Central American Bank for Economic Integration 
(CABEI) pledged a USD 10 million loan; 

- Japan is considering an undetermined amount of co
financing to be disbursed in conjunction with either the 
World Bank EML second disbursement or the IDB FSL first 
disbursement; and, 

The U.S. pledged a USD 10 million grant to be disbursed
 
prior to the end of 1993.
 

A positive response to the GOG request for emergency
 
financing was received from the IFIs as well. In an attempt to
 
meet the GOG's expectations of an EML second tranche disbursement
 
in late 1993/early 1994, a World Bank team came to Guatemala in
 
October to negotiate the restructuring of the EML. These
 
negotiations resulted in an agreement in principle to preserve the
 
integrity of the EML policy reform program, but restructure the
 
conditionality and disbursements as follows:
 

The fulfillment of some of the initial 19 conditions
 
precedent for the disbursement of the second tranche
 
(such as those relating to the prices of electricity and
 
petroleum products) will be deferred to the third
 
tranche, and perhaps modified;
 

With fewer conditions precedent, the second tranche will
 
be lowered from USD 40 million to USD 25 million; the
 
third tranche will be raised from USD 40 million to USD
 
55 million; and,
 

- Under the newly agreed upon timetable, the second 
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disbursement may take place prior to the end of 1993 and
 
the third disbursement will take place six months later.
 

In late 1993, World Bank representatives cautioned,
 
however, that they would not present the restructured EML for
 
approval to their Board of Directors nor disburse the second
 
tranche until the GOG has reached agreement with the IMF on a
 
"Letter of Intent" for a new 1994-95 Financial Stabilization
 
Program. The shadow program negotiated with the IMF substituted
 
for a formal stabilization program, the restructuring of the EML
 
proceeded and second disbursement was made in the first part of
 
1994.
 

In response to the GOG emergency financing request, the
 
IDB accelerated negotiations with the GOG on the terms of the FSL
 
and agreed to increase the loan amount from USD 100 million to USD
 
132 million. It is expected that the FSL will be disbursed in
 
three tranches of USD 62-35-35 million, based upon satisfaction of
 
agreed upon conditions precedent. The first tranche of the FSL was
 
disbursed in February 1994.
 

President De Leon Carpio made a strong speech in support
 
of responsible economic policies October 11. In that economic
 
message, De Le6n Carpio identified policy measures propitious for
 
the GOG to come to an agreement with the IMF on a new financial
 
stabilization program, asserting that the GOG will:
 

- maintain fiscal discipline and therefore not incur a 
budget deficit (despite the tightening budget 
difficulties for virtually every ministry at the moment); 

- not borrow from the BOG and therefore not resort to 
unwarranted printing of money; 

- seek ways to reduce BOG losses; 

- work to raise the tax burden from 8% of GDP to at leaist 
10% of GDP; 

- improve tax collection through enforcement of tax 
compliance with new legislation, sanctions and a newly
 
nominated Tax Prosecutor;
 

- restructure the para-public sector through 
demonopolization and eventual privatization of state
owned enterprises;
 

- restructure the GOG bureaucracy to improve its efficiency 
and limit its role vis-a-vis the private sector; and, 

- restructure the economy by ensuring that private 
investment is the engine of growth. 
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Since the September 24 meeting of the Friends of
 
Guatemala, certain donors have already translated their pledges
 
into actions. Venezuela disbursed its USD 11.2 million loan in the
 
first week of October 1993 and Mexico disbursed its USD 50 million
 
bridge loan on October 20, 1993.
 

Given that the 1994 external financing target under the 1994
 
shadow program is USD 260 million, the GOG will still be needing
 
approximately USD 174 million in project and balance of payments
 
support in 1994 to execute its 1994-96 poverty alleviation program.
 

VI. CONSTRAINTS ANALYSIS
 

While the overall economic policy framework now in place
 
remains relatively sound, there is growing concern regarding fiscal
 
performance. Prior to the change in administration last June, the
 
GOG had been implementing an economic program aimed at 5 percent
 
real growth while containing inflation at the consumer level to 8
 
percent. The principal program components included maintenance of
 
a "managed" flexible exchange rate regime, disciplined monetary and
 
credit management, and fiscal restraint.
 

In the President's October 11 economic message, the De Leon
 
Carpio government reiterated its intent to leave the overall
 
macroeconomic policy framework essentially intact. Monetary policy
 
remains relatively tight with real interest rates near 10 percent
 
and commercial bank legal reserves set at 36.5%, and the current
 
"managed" flexible exchange rate regime will be maintained.
 
Similarly, the De Leon Carpio government plans to pursue a
 
responsible fiscal policy.
 

Nonetheless, due to a number of factors, many of which were
 
beyond the control of the new administration, the fiscal situation
 
has deteriorated substantially since May/June 1993. Prior to June
 
1993, the low level of tax revenue collection was traceable to a
 
narrow tax base, low tax rates, a tax code biased in favor of
 
taxpayers and a relatively weak tax administration system.
 

Indeed, while the political turmoil prompted a decline in tax
 
revenues from GOG's 1993 projections, a weak (but improving) tax
 
revenue collection system existed prior to the May 25 autogolpe.
 
With the implementation of the 1992 tax modernization program
 
supported by USAID/Guatemala, tre GOG had expected that total tax
 
revenues for 1993 would increase to 8.9 percent of GDP
 
(approximately Q 5,117 million), a significant increase from the
 
8.4 percent of GDP (Q 4,512 million) for 1992 and 7.4 percent of
 
GDP (Q 3,470 million) for 1991. However, recent estimates by the
 
GOG point to a 1993 tax yield which is much lower than expected,
 
7.9 percent of GDP rather than the projected 8.9 percent, resulting
 
in an actual tax revenue shorttall for 1993 of Q 283 million.
 

While the recent decline in the rate of increase of tax
 



18 

revenue could perhaps have been avoided by a stronger system of tax
 
collection, administration and control, the real culprit is the
 
lack of tax compliance and appropriate legal means to enforce tax
 
payment. Indeed, while the tax system was reformed in 1992 to
 
improve tax administration and compliance with a focus, on the
 
individual and company income taxes and the value added tax, code
 
provisions related to penalties for tax evasion were left
 
unchanged. According to GOG and IMF analyses, the 1991 Tax Code is
 
heavily biased in favor of taxpayers. In addition, it was endorsed
 
by the President and enacted by Congress in spite of strong
 
objections from the Ministry of Finance. Thus, the GOG has not had
 
adequate legal means to enforce tax compliance as Guatemala moved
 
from a tax system which relied mainly on indirect taxes and customs
 
duties to a tax system which relies more on direct and value-added
 
taxes. The lack of appropriate means to enforce tax compliance
 
coupled with the political uncertainty which has plagued the
 
country since late May 1993, and persistent rumors of an impending
 
tax amnesty, explain the overall decline in tax revenues from
 
expected levels.
 

The recent decline in tax revenue has compounded problems
 
created by the existing low level of tax revenues. The low level
 
of tax revenue results from a narrow tax base and low tax rates.
 
For example, the current tax system does not have a land tax even
 
though land is one of the principal source of wealth. The tax
 
system does include a property tax, but it is inadequate and is not
 
strictly enforced. In addition, the current rate on the value
added tax is 7% in Guatemala while it is 10% in El Salvador, 11% in
 
Costa Rica and 15% in Nicaragua.
 

Finally, the tax burden (defined as total taxes collected as
 
a percentage of GDP) in Guatemala is low - only 8.4% and 7.9% of
 
GDP in 1992 and 1993 respectively. Comparable figures for Central
 
American countries are: 9% for El Salvador; 16% for Costa Rica and
 
Honduras; and 21% in Nicaragua.
 

The recent decline in tax revenue from expected levels could
 
not have happened at a worse time for the new government. Plagued
 
by declining tax revenues, the GOG had to nevertheless respond to
 
political imperatives, for example, by not raising prices of
 
electricity. That political imperative created unforeseen transfer
 
payments to the parastatal INDE thus increasing current
 
expenditures of the central government.
 

Complicating the fiscal picture, was the need to move forward
 
quickly with the 180 Day Plan which required Q 1,213 million in
 
capital expenditures before the end of 1993. As indicated earlier,
 
the 417 projects of the 180 Day Plan were included in the official
 
1993 Public Investment Budget valued at Q 1,764 million. According
 
to the Ministry of Finance figures, the GOG had executed Q 552
 
million worth of projects from January to June 1993. The
 
difference between the total 1993 Public Investment Budget and the
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amount of projects executed during the January-June 1993
 
constituted the value of the 180 Day Plan. According to the
 
Ministry of Finance figures, the actual rate of execution of the
 
180 Day Plan from July to December 1993, the GOG was 75 percent or
 
nearly Q 910 million of the total programmed for implementation.
 

On the tail of the 180 Day Plan, the GOG is elaborating a
 
1994-96 poverty alleviation program which will be presented to the
 
donors during the upcoming June 1994 Consultative Group meeting.
 
To execute its continuing social investment program, the GOG is
 
seeking a total of USD 260 million in external financing in terms
 
of project and balance of payments support in 1994. With the IBRD
 
and IDB disbursements (USD 28 and 62 million), a potential external
 
financing gap of USD 170 million still exists in 1994.
 

The inability of the GOG the collect more taxes to finance
 
its higher level of expenditures has already had an impact on the
 
monetary sector by driving interest rates and bank legal reserves
 
to excessive levels and, thus, reducing private investments in
 
productive sectors and real economic growth. As indicated earlier,
 
the GOG has recently revised its 1993 targets on real economic
 
growth downward (from 5 percent to 4 percent) and inflation upward
 
(from 8 percent to 12 percent). In 1994, the targets for real
 
economic growth and inflation are set at 4.0% and 8.5%
 
respectively.
 

In an attempt to avoid excessive credit creation and/or the
 
printing of money to finance GOG expenditures, and to preserve as
 
much as possible the soundness of the macroeconomic framework,
 
while at the same time responding positively to the political
 
imperatives, the GOG presented a request for emergency financing of
 
USD 150 million for 1993 in a meeting of the Friends of Guatemala
 
sponsored by the World Bank on September 24, 1993 and will present
 
a request for special assistance to help implement its 1994-96
 
poverty alleviation program during the June 1994 Consultative Group
 
meeting.
 

The GOG official estimate of the 1993 financing gap was
 
presented to the Friends of Guatemala in a document entitled
 
"Emergency Financing Requirements To Consolidate The Democratic
 
Process". That document did not, however, explicitly list all the
 
assumptions used by the GCG in deriving the USD 150 million
 
financing gap. Conspicuously messing was the monetary sector with
 
estimates of the Bank of Guatemala credit to the public and private
 
sectors. In addition, it unrealistically assumed, given all the
 
implemenuiation problems currently encountered by the GOG,
 
disbursements of the second tranche of the IBRD EML (USD 28
 
million) and the first tranche of the IDB FSL (USD 60 million) in
 
1993.
 

Additional work between the Ministry of Finance, the Central
 
Bank and USAID/Guatemaia on estimating the 1993 financing gap
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yielded a GOG working document entitled "Guatemala: Programa 
Financiero 1993-1994". In that document, th estimates of the 
financing gaps are $ 120 million for 1993 and $ 35 million for 
1994. In deriving those two estimates, the document contained
 
explicit assumptions such as: (1) a 70 percent execution rate for
 
the 180 Day Plan; (2) increases in international reserves of USD 65
 
million in 1993 and USD 100 million in 1994 over and above the
 
amount of reserves of USD 460 million on December 31, 1992; (3)
 
levels of inflation and credit creation consistent with other
 
macroeconomic goals; and (4) disbursements of USD 72 million by the
 
IBRD and USD 50 million by the IDB in 1994.
 

Given the political imperatives to proceed quickly with the
 
180 Day Program and other decisions in the energy sector in 1993
 
and to implement the poverty alleviation program in 1994, it is
 
expected that any funding gap between availablp and required
 
resources (whether at levels consistent with bsu 120 million
 
financing gap in 1993 and/or external financing gap of up to USD
 
170 million in 1994) will be made up either by increasing credit to
 
the public sector from the domestic banking system or the printing
 
of money by the BOG. This would lead to reductions in net banking
 
system credit to the private sector and reduced real economic
 
growth, or inflationary monetary creation prompting capital flight,
 
reduced investment, lower economic growth and unemployment.
 

In conclusion, the De Le6n Carpio government is currently
 
facing political constraints and a short-term fiscal constraint.
 
The failure to alleviate the fiscal constraint could have serious
 
detrimental impact on the medium term financial stability of
 
Guatemala. There is strong likelihood that if the financing gaps
 
are not closed by non-inflationary means, the fiscal problem might
 
spill over into more serious medium-term problems in the monetary
 
and balance of payments sectors. The failure to assist the GOG in
 
closing the financing gap in 1994 would also increase the
 
likelihood that the GOG might not be able to come to agreement with
 
the IMF on a genuine financial stabilization program in 1995 and
 
thus not have continued access to loan funds from the IBRD
 
restructured EML and the IDB FSL in 1995.
 

VI. FY 94 ESF PROGRAM
 

A. objectives of the Program
 

The proposed program will support our overall goal of
 
assisting Guatemala to achieve broadly-based, sustainable growth
 
within a democratic framework. Among the Mission's five strategic
 
objectives, democratic development is one of our highest
 
priorities. The purpose of the FY 1994 Cash Transfer Program is to
 
assist the GOG in consolidating the democratic process, and in
 
adopting and maintaining sound fiscal policies that improve the
 
likelihood of continued financial support from the International
 
Financial Institutions (IFIs). Specifically, it has three
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objectives:
 

1) 	 to show U.S. Government support for the
 
strengthening of democracy in Guatemala, and for
 
the De Le6n Carpio government;
 

2) 	 to provide urgently needed budget
 
support to enable the GOG to finance
 
De Leon Carpio's poverty alleviation
 
programs without excessive use of
 
inflationary domestic financing; and
 

3) 	 to support GOG efforts to get its fiscal policy
 
back on track permitting resumption of IMF, IBRD,
 
and IDB programs.
 

This program has been designed based upon the unique set
 
of political, economic, and social circumstances facing Guatemala.
 
These circumstances include the "autogolpe" of the previous Serrano
 
administration in May of 1993, the reaffirmation of Guatemala's
 
belief in democracy through a peaceful and legal resolution of that
 
political crisis, and the constitutional election of a new
 
President with an ambitious plan to reform government and the
 
political system and begin to meet the urgent social needs of the
 
population. These events, together with mounting fiscal pressures
 
brought about by reduced tax collection and higher expenditures,
 
all at a time of increased social expectations and the continued
 
fragility of the De Le6n Carpio regime, have put Guatemala in a
 
precarious political and economic position.
 

While current economic indicators show no major
 
deterioration thus far, this could change quickly. If the De Le6n
 
Carpio government is rendered ineffectual, the economic
 
consequences, not to mention the political and social ones, would
 
be grave.
 

If De Le6n Carpio does not succeed in getting the
 
country's economic program back on track and progressing within a
 
reasonable period, the economy could enter into a major crisis.
 
Failure to control fiscal excesses would lead to higher inflation 
in 1994, reduced investor confidence, lower output and reduced 
employment. Also failure to tpke the appropriate fiscal reform 
measures now would seriously limit the GOG's ability to control 
fiscal pressures in 1994 and beyond. Morec.:'er, without a credible 
fiscal package, the GOG runs a serious risk of losing IFI support 
now . This would mean the loss of up to USD 300 million in quick
disbursing financing over the near term. Without these resources, 
and no longer under the discipline of IFI economic programs, the 
GOG would almost have resort to the printing press to finance even 
larger public expenditures, which could lead to further rounds of 
inflation, exchange rate depreciation, destruction of investor 
confidence, capital flight, and dramatically reduced output and 
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employment. The ensuing social distress would place considerably
 
increased pressure on Guatemala's nascent democratic institutions
 
and processes.
 

The proposed program is designed to address this unique
 
set of circumstances. Besides demonstrating tangible USG support
 
for De Leon Carpio, the program will provide USD 10 million in
 
quick-disbursing assistance to help alleviate fiscal pressure.
 
This will help the GOG implement its social sector investment plans
 
without excessive reliance on inflationary domestic finance.
 
Moreover, the fiscal reform measures supported by the proposed
 
program will move the GOG substantially closer toward reaching
 
agreement with the IFIs thus assuring access to up to USD 300
 
million in the near term, at the same time helping to get its
 
overall economic program back on track.
 

B. Program Conditionality
 

A single disbursement of USD 10 million is proposed upon
 
fulfillment of the conditions precedent listed below. For planning
 
purposes, disbursement will occur prior to March 15, 1994.
 

The conditionality for the disbursement of the USD 10
 
million will focus on fiscal issues and policies to assist the GOG
 
to resolve the current fiscal crisis and improve fiscal policies in
 
the short to medium term, in a constitutional, democratic context.
 

To satisfy the conditionality for the disbursement of the
 
US dollars, the GOG should meet four (4) sets of conditions
 
precedent:
 

(1) The GOG will provide to USAID/Guatemala written
 
indications that the President of Guatemala has endorsed the
 
draft law to improve tax compliance and the draft law to
 
establish a land tax;
 

(2) The Procurador de la Naci6n will issue a Disposici6n del
 
Ministerio Publico to name a Tax prosecutor (Procurador Fiscal
 
Adjunto);
 

(3) The GOG will inform USAID/Guatemala in writing of the
 
initiation of the GOG's Emergency Program to Augment Tax
 
Collection (Programa de Emergencia para el Aumento en la
 
Recaudacion Tributaria). That GOG Emergency Program will
 
include a series of executive actions including:
 

- The contracting of additional private auditor person
hours to work for the Ministry of Finance,
 
- The allocation of additional lawyers to work on tax
 
evasion cases,
 
- The registration of 5,000 new taxpayers into the
 
unified registry,
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- Visits to 1,000 enterprises with cash registers in
 
Guatemala City and other important cities,
 
- Changes of auditing procedures, and
 
- A public campaign to combat tax evasion.
 

(4) The GOG's Fiscal Action Plan for 1994 - The GOG will 
provide to USAID/Guatemala a Letter of Intent recording the 
GOG's Fiscal Action Plan for 1994. That 1994 Plan shall 
include policy actions such as the five policy actions listed 
in Table 14, among others. For each policy action set out in 
its Fiscal Action Plan, the GOG will present to 
USAID/Guatemala a plan of action recording how and when the 
policy action is expected to be implemented as well as the 
expected level of effort related to the policy action with the 
related expected yield in either government revenue or
 
savings.
 

The satisfaction of the conditions precedent to the
 
disbursement of US dollars will include steps taken in 1993 towards
 
enacting legislative packages related to increasing tax compliance
 
and expanding the tax base as well as the development of a GOG
 
action plan for 1994 aimed to increase government tax and non-tax
 
revenues and reduce government expenditures for 1994. Indeed, the
 
draft law on tax compliance, submitted by the Ministry of Finance
 
to the President for endorsement represents significant improvement
 
over the existing 1991 Tax Code. The draft law on tax compliance
 
proposes to increase the penalty on tax evasion, render tax fraud
 
a crime, better classify instances of tax fraud and introduce a
 
sanction of business closure for periods of 7 to 14 calendar days.
 
The draft law on tax compliance along with the series of executive
 
actions that the GOG will start to implement in 1993 under its
 
Emergency Program To Augment Tax Collection, will improve tax
 
administration and increase tax revenue.
 

The proposed land tax will contribute towards expanding
 
the tax base and introduce an additional element of progressivity
 
in the overall tax system.
 

The implementation of the GOG's Fiscal Action Plan for
 
1994 will enable the GOG to increase tax revenue and reduce
 
government expenditures for 1994. In so doing, the GOG's financial
 
situation will be more stable and sustainable, increasing the
 
likelihood that the GOG will beable to successfully implement the
 
1994 Shadow Program and successfully develop and negotiate a
 
genuine Financial Stabilization Program with the IMF in 1995.
 

The President of Guatemala has already submitted in late
 
1993 the draft law on tax compliance and the draft law to introduce
 
a land tax to Congress. Copies of the transmittal letters and the
 
two draft laws will be provided to USAID/Guatemala.
 

A Tax Prosecutor was appointed on October 25 after the
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President's announcement of the creation of the position in his
 
October 11 economic message. The GOG was planning to begin
 
implementation of most actions of its Emergency Program To Augment
 
Tax Collection by the beginning of November 1993. And, finally,
 
the majority of the actions in the GOG's 1994 Fiscal Action Plan
 
are either already included in the proposed 1994 Budget submitted
 
to Congress or publicly approved by the President in his October 11
 
economic policy speech.
 

Before disbursement of the single tranche of program
 
funds, the GOG will present to A.I.D. the following documents to
 
fulfill the conditions precedent:
 

1) 	 An opinion of counsel acceptable to A.I.D. that the
 
Program Agreement has been duly authorized and/or
 
ratified by, and executed on behalf of the GOG, and that
 
it constitutes a valid and legally binding obligation of
 
the GOG in accordance with all of its terms;
 

2) 	 A statement of the name of the person holding or acting
 
as representative of the GOG and of any additional
 
representatives, together with a specimen signature of
 
each person specified in such statement;
 

3) 	 Evidence that the GOG has established the separate
 
account for ESF dollar funds and a letter describing the
 
mechanism by which funds will be disbursed from the
 
account; and,
 

4) 	 Evidence that the GOG has taken the actions related to
 
fiscal sector improvements and increasing revenues as
 
indicated in the conditionality described above.
 
Supporting documents are expected to include:
 

a) 	 Copies of the President's written approval of
 
the two legislative packages (and copies of
 
the draft laws themselves) which are being
 
proposed to increase revenue generation
 
related to tax compliance and the land tax, as
 
they will be presented to Congress;
 

b) 	 A letter on initiation of the Emergency
 
Program To Augment Tax Collection; and
 

c) 	 a fiscal action plan for 1994 with
 
an outline of actions to be taken, a
 
timeframe for their initiation
 
and/or completion and revenue
 
generation targets as a result of
 
these actions.
 

To the extent that executive actions can be taken to
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implement portions of these two legislative packages, the letter
 
from the GOG will outline these actions and the timeframe for their
 
completion as well.
 

In addition to the conditions precedent outlined above,
 
the program agreement will include a covenant stating that the GOG
 
will continue to improve tax administration and collection 
procedures to 
USAID/Guatemala 

build 
Fiscal 

upon the progress achieved 
Administration Project which 

under the 
is nearing 

completion. The program agreement will also include a covenant
 
stating that the GOG will continue close cooperation with the U.S.
 
Government on counternarcotics.
 

C. Utilization of Dollar Resources
 

Once the GOG has met the conditions precedent,
 
USAID/Guatemala will request disbursement of the program funds into
 
an interest bearing separate dollar account of the GOG in the
 
Federal Reserve Bank of New York. The GOG will be required to
 
present the account number, name of the account and bank address to
 
USAID/Guatemala to demonstrate the establishment of a separate
 
dollar account for the program funds prior to disbursement.
 

These funds will be used to service public sector external
 
official debt, with priority given to meeting the needs of the
 
International Financial Institutions (IFIs). To the extent that
 
the GOG uses its own resources to retire IFI debt, all funds
 
provided under this program which are not needed to pay IFI debt
 
may be used to pay GOG debts owed to the USG.
 

Because of the popular pressure on the De Le6n Carpio
 
Government to implement budgeted social sector spending despite
 
unbudgeted increases in operating expenses, funds that had been
 
programmed for debt service were used to implement the 180 Day Plan
 
and will be used to execute the 1994-96 poverty alleviation
 
program. Arrears can easily put in jeopardy the GOG's ability to
 
negotiate a new stand-by agreement with the IMF and continue to
 
receive disbursements under the World Bank's Economic Modernization
 
Loan and the Interamerican Development Bank's Financial Sector
 
Loan. This diversion of funds from debt service cannot be
 
sustained if the GOG wishes to continue programs with the IFIs and
 
other bilateral donors.
 

Utilization of ESF dollar resources to service foreign
 
official debt will have two benefits. First, it will free up funds
 
that the GOG had and will programmed for debt service for
 
implementation of programs included in the 180 Day Plan and the
 
1994-96 poverty alleviation program without excessive use of
 
inflationary public credit financing. Secondly, it will allow
 
dollar resources to be rapidly disbursed, meeting the GOG's need
 
for assistance in closing the 1993 and 1994 financing gaps.
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This proposed utilization of ESF grant funds is
 
consistent with the provisions of HR 5368, Section 583, which
 
conditions DA and ESF assistance to Guatemala with a requirement
 
that the funds may only be provided to and used by civilian
 
government agencies and targeted for assistance programs, among
 
others, that address issues of fiscal reform and fiscal
 
administration. The conditionality for this ESF program is
 
directly and strictly linked to sound fiscal policy and
 
administration.
 

D. Expected Program Impact
 

Program impacts are expected at two different levels -
when the GOG fulfills the conditions precedent for the disbursement
 
of US dollars, and when the dollars are used to service GOG debt.
 

By taking steps towards enacting legislative packages
 
related to tax compliance and establishing a land tax in 1993, and
 
by developing a fiscal action plan for 1994 to address fiscal
 
sector problems, the GOG would have taken steps toward remedying a
 
critical policy deficiency. In addition, the 1993 legislative
 
packages and the 1994 fiscal policy action plan will bring the GOG
 
closer to concluding an agreement with the IMF on a new financial
 
stabilization program for 1994-95 and to receiving disbursements
 
from the other IFIs. The financial stabilization program as well
 
as the disbursements from the IFIs will increase the viability of
 
Guatemala's future financial stability. For USAID/Guatemala, the
 
satisfaction of the ESF Program conditionality by the GOG will
 
represent the successful culmination of its intense dialogue and
 
macroeconomic policy efforts since January 1991 in encouraging the
 
GOG to exercise fiscal discipline, to enforce tax compliance, to
 
raise tax revenues prior to increasing p, :ic investments in social
 
sectors and to avoid inflationary finar. ig.
 

The dollars of the FY 1994 ESF Program are expected to be
 
disbursed in 1994 to assist the GOG meet the potential USD 170
 
million external financing need through the use of dollars for
 
servicing GOG-IFI debt. By using the dollars in this way, there
 
will be less fiscal pressure on the GOG, which will lower the
 
likelihood of credit/money creation for the purpose of servicing
 
the public debt.
 

Therefore, as a resuft of the proposed USD 10 million
 
cash transfer, the GOG will be able to implement its priority
 
social investments with less recourse to inflationary domestic
 
financing, and there will be less pressure to use available budget
 
resources to service IFI debt. With budget resources thereby freed
 
for use in financing the continuing poverty alleviation program,
 
the GOG will be able to achieve its most important goal, that is,
 
the consolidation of democracy while meeting the heightened
 
expectations of the most disadvantaged sectors of Guatemalan
 
society.
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E. Local Currency
 

No local currency will be generated by the use of dollars
 
for debt service since this use will not result in the receipt of
 
local currency by the GOG and the Mission has decided not to
 
request a local currency set-aside under this program. It is quite
 
clear from the analysis of the current fiscal situation that the
 
GOG does not have the budgetary resources available to comply with
 
a set-aside requirement of any amount and if such were required,
 
the Government would most likely print money rather than reduce
 
expenditures for the social sectors. The possibility of a rapid
 
increase in revenues is remote.
 

F. ESF Program Audits and Monitoring 

An audit of the ESF dollar cash transfer will be required 
once all conditions precedent have been met and the one-time 
disbursement is made. This audit will either be conducted by the
 
Regional Inspector General or by an A.I.D. approved auditing firm.
 
The Mission will track the transfer of $10 million to the Central
 
Government's account and its use in paying IFI debt, and the Bank
 
of Guatemala will agree to maintain all documentation necessary to
 
insure the proper monitoring and audit of payments to the IFIs.
 

Since local currency is not generated either by the GOG's
 
receipt of local currency or by a local currency set-aside, there
 
is no requirement for tracking expenditures related to the
 
execution of GOG poverty alleviation programs. However, the
 
Mission will follow the progress of the programs through review of
 
GOG reports, and will monitor domestic borrowing by the Central
 
Government and the 1993 and 1994 fiscal deficits in order to
 
describe the impact of our Cash Transfer Program in terms of
 
limiting the amount of public borrowing used to finance the 180 Day
 
Plan and the 1994-96 poverty alleviation program.
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Hotjsehold Inccme oistr'ibutj on
 

Guace.-.,14: 1991 

Ir:cae Leve' !nc:re Distribution
 
i... .. . .. . ........ .....----.- ..... o
 

i-sr eciie ilk
 

Third CeciLe 2.7
 

Feurth Decile 3.4
 
Fifth ceciie 4.3
 
Sixth Oecile 5.4
 

Sevent. ..e 7.*
 
Eighth Z a 9.8
 

Ninth eC0Le 1c.8
 

Tenth Oecite 49.2
 

Total 100.0
 

Source: NationaL Institute of Statistic
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TabLe 2 

Open Market Cperations of the Bank of GuatemaLa 

(In mi(lions of Cuetzats) 
.... ... ... ... .... ... im... e- ..........a- ...........~ e 

Year
 

.. . . . . .. . .e~ . 
e 

............. ......e m " m ' .. .......... $Q 

1993 

1990 1991 1992 Sep 16 

............ Q... ......... I ... g... . .. ... e o....... 

Stocks 

. .... ......
 

Total 1299.5 2545.7 1521.1 2769.8
 
e~ 
 ..
.... ° 
 t. oo ..... ---
 ....
 

PubLic Sector 0.0 0.0 ".4.9 1136.4
 

Private Banks 1/ 875.8 1558.9 942.8 243.1
 

Ron-Bank Private Sector 423.7 986.8 533.4 1390.3
 

Change Over Oecefter
 
......................
 

Total 1246.2 -1024.6 1248.7
 

Public Sector 0.0 44.9 1091.5 

Private Banks 1/ 683.1 -616.1 -699.7 

Non-Bank Private Sector 563.1 -453.4 856.9 

............... ................................... ......
 

I/ Inctudes purchases through auctions 

sourc4: Bank of Guatemalt 
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. ... " .... ............. 
 .. . ..... .... . ..I. ... ... . .. . ... ~l. 
TabIe 3
 

CONS6,Eq PRICE INDEX
 
GLATEMALA CITY
 

(March-April 1983 . 100) 

...........................................
 

P ," a n i i a C '1 in i a 

............................
 

Monthly 12-Monch Annual
 
CP| 
 Change Accumulated
 

......................................
 

1990 March 283.5 3.0 
 25.7 7.9
 
June 323.5 3.7 39.8 23.1
 
Sep 358,7 
 6.1 51.4 36.1.
 
Dec 419.9 8.3 59.8 59.8
 

1991 March 434.1 0.1 
 53.1 3.4 
June "8.6 0.9 38.? 6.8 
Sep /53.1 -0,7 26.3 7.9 
Dec 462.0 1.4 10.0 10.0 

1992 March 477.7 1.9 
 10.0 3.4
 
June 488.7 0.8 8.9 5.8
 
Sep 503.8 .0.T 11.2 
 9,0
 
Dec 527.7 2.2 14.2 14.2
 

1993 Mar 535.2 0.7 12.0 1.4 
Jun 559.0 2.4 14.4 5.9 
Sep 71.2 -0.4 13.4 8.2 

Source! Mational Institute of Statistics (INE)
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Operations of the Central Coverrrent
 

(In millions ot Quetzats)
 

January . July
 

....o..oo....°.
 

1990 1991 192 1992 1993
 

3,269.0 3,346.4
Reverues 2.712.6 4,296.6 5,762.6 


........ ....... ....... .......
....... ....... 


Tax 2,360.2 3,469.6 4,511.6 2,508.6 2,912.6
 

Non-Tax 352.4 827.0 1,2S1.0 760.4 433.8
 

Experditures 3,624.9 4,206.8 5,753.5 2,837.6 3,348.1 

........... .............. .............. .......
 

Wages & Salaries 1,087.3 1,308.6 1,738.2 943.3 1,245.4
 

Goods & ServlCes 651.0 641.4 873.9 381.0 447.?
 

Interest 503.0 446.3 529.9 304.2 326.5
 

Transfers 779.9 1,074.1 1,027.1 572.9 644.2 

Investment 603.7 736.4 1,564.4 636.2 664.3 

Surplus/Deficit (-) (912.3) 89.8 9.1 431.4 (1.7)
 
....... ttt... * ' f i t tt t t t. t il
~t.. 


Finarcing 912.3 (89.8) (9.1) (431 4) 1.7
 

e ..... .. u
.. a e~o.... . .. e .....
 

External Financi-: 269.5 73.4 (27.2) 2.7 (361.6)
 

Donations 84.8 16.0 267.0 0.0 0.0
 

Internal Financing 558.0 (179.2) 18.1 (434.1) 363.3
 

(As a percentage of GOP) 

January * July 

1990 1991 1992 1992 1993
 

Revenues 7.9 9.1 10.7 6.1 5.3
 
................. ....... ....... ....... .....
 

Tax 6.9 7.4 8.4 4.6 4.6 

i Non-Tax 1.0 1.8 2.3 1.4 0.7 

Expenditures 10.5 8.9 10.7 5.3 5.3
 

................................................... 

wages & Salaries 3.2 2.8 3.3 1.? 2.0 

Goods & Services 1.9 1.4 1.6 0.7 0.7 

Interest. 1,5 0.9 1.0 0.6 0,5
 

Transfers 2.3 2.3 1.9 
 1.1 1.0
 

Investment 1.8 1.6 2.9 1.2 1.1
 

Surptus/Deficit -) eZ.7 0.2 0.0 0.8 (0.0)
 
°.... .. .. ... ....... t ..... ..... - - o- -


Financing 2,7 "0.2 "0.0 -0.8 0.0
 

External Financing 0.8 0.2 -0.1 0.0 (0.6) 

Donations - 0.2 0.0 0.5 0.0 0.0 

Internal Financing 1,6 -0.4 0.0 -0.8 0.6 

Source: Ministry of Finance
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tast.e S 

Tax Reverue of tpe Ce-tra' Coverwennt 

January July 
o-...o......o... 

1990 !;; 1;;z 1992 19;3 
. .. . . . .. . . . .. . . .........,,°....................-.°, .- l ,. ~ .. .......,, e, 

(Immitiions c- :u-jrent quetzals)
 

Tax Revenue 2360.2 3,44;,9 4511.6 2,508.6 2,912.6
 
........ 
 ... .
....... ........ ........ °... *......
 

income Tax SSl.7 iC85.0 1060.9 633,0 781.3 
Value-Added Tax 791,4 1,034.8 1L23.4 720.1 946.9 
Stamp 139.0 183.3 165.9 118.6 83.0 
Excise 248.9 401.4 573.3 346,9 126.4
 
Iftport 527.6 1118.3
62.1 641.4 609.4
 
Other 101.6 IC2.3 119.8 48.6 65.6
 

(Inpercentage c1h'sne ove- 12 moths) 

Tax Reverne 26.7 30.0
47.0 12.4 16.1
 
Will.... .... 
 .... II#
.... ....


Income Tax 22.1 96.7 -0.1 
 25.7 23.4
 
Value Added 
 41.8 31.3 37.0 14,0 31.5
 
Stamp 19.5 29.? -8.0 24.8 -30.0 
Exc Ise 30.4 61.3 42.8 61.6 22.9 
Import 29.9 2S.S 73.4 69.7 -5.0 
Other -27.3 0.7 17.1 -Ie, 1 35.0 

Sourcei Ministry of Finance 

BEST AVAILABLE DOCUMENT
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Tab(e 6 
DoLlar Holdfngs of the 8ank of Guatemala
 

(inmiLlions of U.S. Dollars)
 

Period Stock 
 Change Over
 

Decenter
 

1990
 

March 
 38.3 -S2.4
 
June 30.5 -60.2
 
Ser-zber 65.5 "25.2
 
Decebner 53.0 -37.7
 

1991
 

March 292.3 214.0
 
June 399.7 
 369.2
 
September 469.9 404.4
 
December 452.5 399.5
 

1992
 

March 557.4 
 104.9 
June 469.9 "87.A 
Septhmfber 280.9 -189.0 
Decemer 445.8 -6.7 

1993 

March 498.9 
 53.1
 
June 480.4 
 -18.5
 
Septemer /1 525.0 ".6 

l/Preliminary 

Source; lank of Guatemala 

BEST AVAILABLE DOCUMENT 
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Forefgn Exchange Batance
 

i nJ ail.~ IUt 

Jan - Sep 16
 
........ °......
 

1999.
"77 992 

Current Transactfons 

.......... =.. " 

51.3 
' ee ee 

((197.8) 
a. 

(237.1)
(23.1) (102.6)

(10.6°
 
.... w. 


Exports 
 9a".9 1,069.4 1,093.1
Iports 718.5 835.9
(1,304.9) (1,089.4) (1,737.1) 
 (1,213,7) (1,261.1)
Interest (net) 
 (88.9) (87.8) 
 (65.9) C61.0) (42.6)
Other 
 460.2 
 455.2 
 532.1 
 319.1 
 365.3
 

Capitat Transactions 
 (133.0) 176.4 123.5 
 54.3 104.6
 

Public 
 (179.1)
Private (31.7) -77.43 (60.5)
46.0 208,1 (173.7)
200.9 114.8 
 278.4
 
Change inDollar Holdings (81.8) 
 523.8 (74.2) (182.8) 2.0
 
........ 
 ....... 
 .......
e 
 e e 
 ..... 
 .
 .
 ... 
 .
 . .. 
 .
 .
 .
 .
 .
 .
 

Source: Bank of Guatemats
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TabLe 8: The IMF-Guati.a Stand-By Program; The Targets - Su~rry 
.......... et.....o..a............o....*s....................°*...
 

1992 Oec. 31 193 Mar. 31 1993 Jun. 30 
.. ............ .............. .. ... ...... 

I. In millions of quetzales 

1. Targets for the Central Government Met Met Not Met
 

deficit (-)/surplus
 

2. Limits cuu.lative change in net
 

demestic financing Nonfinancial
 

Public Sector Met Met Not MeNt 1/
 

3. Ci;ings Central lank net credit Not Met Not Met Not Met 

II. In millions of USD
 

4. Targets for Net internatiora Reserves Not Met Not Net Not Met
 

5. Limits on external debt arrears Not Met Not Met Not Met
 

6. Limits on new nonconceasfonat externaL 

pubLic sector borrowing Met Met Mot 

..... t....t... il....tt........................................................................ 

Source: IMF, lank of Guate ual, and Minhstry of Finance 

11 Though data are not avafiabte, deviatio s from other related targets imply that the lOG Net 

Donestic Financing target was not met etither, 

SST AVAILABLE DOCUMENT
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Table 9: The IF-Guatetala Stand-By Program: The Targets * inOetait 
..... e.... .... .... .... 
 .... .......e .o e e............ o.........
 

192 0ec. 31 1993 mar. .1 1993 Jun. 30
 

Target ActVuat OViatlon Target Actuel Deviation Target Actuat Oeviation
 
(I) (2) (2).(I) (3) (4) M -(0) (5) (6) (6).(S)
 

1. Inmil ions of quetzates ....... ....... .......... ....... ....... .......... ....... ....... ..........
 
.. .. e im .... •.
......o .o. .... 


1.Targets for the Central Ooverrvwt
 

deficit (-)/surplus 0.0 .10.? -10.7 224.0 18.?.6 -39.4 404.0 -7".7 -477.7
 

2. Limits cnuLative chango in net 
domestic financing Nonfinancial 
Pubtic Sector -287.0 -525.2 -238.2 -556.0 -684.2 -128.2 -1430.0 N.A. N.A.
 

3. Ceilings Central Bank net credit' 
 370.0 628.2 258.2 -125.0 183.7 308.7 -488.0 557.5 1045.5
 

Ii.In miLtions of USD
 

4. Targets for Net !nternational Reserves 460.6 44S,8 -14.8 520.6 506.2 -14.4 581.6 433,1 -148.
 

5. Limits on external debt arrears 1/ 0.0 42.4 42.4 0.0 30.4 30.4 0.0 22.1 22.1
 

6.Limits on new nonconcesslonat external 
pubtic sector borrowing
 
(Cumulative changes from Dec. 31 1991)
 

a) Up to I year maturity 0.0 ... 0.0 .... 0.0 ... ... 
b) 3 1 year and up to 5 years matur, Z/ 102.0 61.1. .- 145.0 8.5 - 145.0 28.8 
) > I year and up to 12 years mttUr. 124.3 ...... 167.3 ..... 167.3 

...................... 1.0.............................. ......................................................
 
Source: IMF, Aank of Guatemala, and Ministry of Finance,
 
1/Exclude arrears negotiated with Paris Club. Includ, arrears to USG (mill. US): Dec. 31/92 a 2.6 : itch 31/93 a 10.2 : Jun 6
 
2/ Include all NFPS borrowing > I yer. 

BEST AVAILABLE DOCUM jr
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BEST A, /LALE DOCUMENT 
OPERATIONs OF THE FIJNTO&I FDMEIJTrn 

(In Millions of OuetzaLes)
 

Proj
1986 1Q87 1Q.~ 19e Pre(9 .90 199! 1992 i991 

TotaL revenue 
 1,406.2 1,659.8 
2,081.8 2,238.7 2,712.6 
 4,296.6 5,762.6 S,810.9
 
.....--.......-----------------------------------


-

ue 
 "rvn i ;; i7 -, ..... 7 A .A , - Pf-., 
 .
 

Tax revenue 1,093.9 1,412.5 1,765.1
Direct taxes 1,850.2 2,360.2 3,469.6 
4,511.6 5,116.6
188.6 276.2 452.2 
 451.6 
 551.7 1,085.0 1,080.9 1,356.8
Income tax 
 169.7 250.8 413.9 
 406.3 507.0 1.040.4 1,019.0 
 1. SR .4
Property tax 18.9 25.4 
 38.3 45.3 44.7 44.6 61.9Indirect tix 98.4528.2 712.5 
 822.0 938.1 1,276.3 1,720.6 2,282.4 
 2,644.4IVA 
 308.3 411.7 
 495.8 558.1 
 791.4 1,038.8 1,423.4 
 1,657.7
Strp 
 71.7 91.6 
 103.6 116.3 139.0 
 180.3 165.9 
 141.4
Excise 
 129.7 163.5 179.1 
 213.2 248.9 401.4 
 573.3 744.2
Other 
 18.5 45.8 
 43.5 50.5 
 97.0 100.1 119.8 
 101.1

International trade 
 377.1 423.8 491.0 
 460.5 
 532.2 664,0 1,148.3 1,115.4
Export 213.0 150.7 102.8 
 54.4 4.6 1.9 0.9 0.0Irrt 
 136.7 273.1 
 388.2 406.1 
 527.6 662.1 1,147.4 1,115.4Special trade tax 27.4 0.0 
 0.0 0 0 
 0.0 0.0 0.0 
 0.0
Nontax revenue 289.0 227.7 282.5 
 332.9 281.0 
 766.0 976.6 259.4
Carnpensatory fund 
 139.5 68.1 85.0 
 86.6 
 10.8 491.5 473.? 0.0
Fees 32.1 34.9 45.8 53.0 52.3 63.3 90.6 
 129.6
Other 
 117.4 124.6 151.7 
 193.3 217.9 211.2 
 410.3 129.8
Transfers 
 23.2 19.1 
 34.1 55.6 71.4 
 61.0 261.8 434.9
Public 
 15.5 
 7.7 21.3 '1.5 
 21.9 22.0 
 214.3 387.8
Private 
 7.7 11.5 12.8 14.1 49.5 39.0 47.5 47.1
Capital Revenue 0.2 0.5 0.1 0.0 0.0 30.6 12.6 
 0.0
 

Total expenditure 1,704,8 2,093.6 2,643.0 3,166.7 3,624.9 4,206.8 5,753.5 6,916.2 ...................
...... .......
... ..... 
 ...... .--- b .
 ......
Current Expenditures 1,406.5 1,715.2 2,133.1 
 2,404.5 3,021.2 3,470.4 
 4,189.1 5,524.2
Wages 670,9 785.2 
 916.1 
 959.4 1,087.3 1,308.6 1,758.2 2,109.2Goods & Services 294.1 34, 
 434.1 505.8 
 651.0 641.4 873.9 
1,000.0
Intereste & Comlssiuns 207.9 244 301.8 332.4 503.0 446.3 529.9 613.0Transfers 233.6 340.. 481.1 606.9 779.9 1,074.1 1,027.1 1,802.0Public sector 183.6 255.7 367.1 376.4 262.S 738.0 554.3 1,252.0Private sector 5O.O 85.1 114.0 230.5 517.4 472.8 472.8 550.0
Capital Expenditures 298.3 376.4 509.9 762.2 
 603.7 736.4 1,564.4 1,392.0Net Lending 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Surplus or Deficit (298.6) (433.8) (561,2) (928.0) 
(912.3) 89.8 
 9.1 (1,105.3)
 

Fina cing 
 298.6 433.8 561.2 
 928.0 
 912.3 (89.8) (9.1) 1,105.3
 

Foreign Financing 
 136.9 245.2 369.5 
 294.6 303.2 
 140.3 289.4 331.5
Donations 
 58.6 195.9 217.0 
 194.9 213.9 0.0 
 267.0 10.0
Arrears 
 0.0 0.0 
 0.0 0,0 
 0.0 35.0 (381.7) 670.2
Arrears payment 0.0 0.0 
 0.0 0.0 0.0 465.0 381.7 0.0
Arrears financing 
 0.0 0.0 0.0 
 0.0 0,0 500.0 0.0 670.2
Internal Financing 161,7 188.6 191.7 633.4 609.1 (265.1) 83.2 103,6
Forced boa proceeds 0.0 0.0 0.0 
 0.0 0.0 350.0 0.0 0.0
Other 
 161.7 188.6 
 191.7 633.4 
 609.1 (615.1) 83.2 
 103.6
 

Source: Ministry of F!nance 
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Table 11 
OPERATIONS OF THE CENTRAL GOVERNMENT
 

(In Percentage of GDP)
 

Total revenue 

-.-.... 
..... 


Current revenue 

Tax revenue 


Direct taxes 

Income tax 
Property tax 


Indirect tax 
IVA 


Stao 


Excise 


Other 


International 
trade 

Export 

Import 


Special trade tax 

Nontax revenue 

Conpensatory fund 
Fees 

Other 


Transfers 

Public 

Private 

Capital Revenue 


Total expenditure 

. . .
 . . . . . . .
. . .
 

Current Expenditures 

Wages 


Good$ & Services 
Interests & Coermissfons 
Transfers 

Public sector 
Private sector 


Capital Expenditures 
Net Lending 

Surplus or Deficit 

.. . ..-..-.. 


Financing 


Foreign Financing 

w/o Donation 


Arrears 


Arrears payment 

Arrears financing 


Interne Financing 

Forced bond proceeds 

Other 


1988 


10.1 

.... 


10.1 


8.6 


2.2 


2.0 


0.2 


4.0 

2.4 


0.5 


0.9 


0.2 


2.4 


0.5 

1.9 


0.0 

1.4 
0.4 
0.2 

0.7 
0.2 
0.1 
0.1 
0.0 


12.9 

. . . .
 

10.4 

4.5 


2.1 

1.5 

2.3 

1.8 


0.6 

2.5 
0.0 

-2.7 

. .
 

2.7 

-- * 


1.8 


1.1 

0.0 


0.0 


0.0 


0.9 

0.0 


0.9 

1989' 


9.5 

.... 


9.5 


7.a 


1.9 


1.7 


0.2 


4.0 

2.4 


0.5 


0.9 


0.2 


1.9 


0.2 

1.7 


0.0 

1.4 
0.4 
0.2 

0.8 
0.2 
0.2 
0.1 
0.0 


13.4 

. . .. 


10.2 

4.1 
2.1 

1.4 

2.6 

1.6 


1.0 

3.2 
0.0 

-3.9 

.... 


3.9 

.... 


1.2 


0.8 

0.0 


0.0 


0.0 


2.7 

0.0 

2,7 

1990 


7.7 


7.7 


6.9 


1.6 


1.5 


0.1 


3.7 

2.3 


0., 


0.7 


0.3 


1.6 


0.0 

1.5 


0.0 

0,6 
0.0 
0.4 

0.6 
0.2 
0.1 
0.1 
0.0 


10.6 

. . . .
 

8.8 

3.? 


1.s 

1.5 

2.3 

0.8 


1.5 

1.8 
0.0 

,,-2.9 

.... 


2.9 

.... 


0.9 


0.6 

0.0 


0.0 


0.0 


2.0 

0.0 


2.0 

1991 


9.1 

. .. 


9.1 


7.4 


2.3 


2.2 


0.1 


3.6 

2.2 


0.4 


0.8 


0.2 


1.4 


0.0 

1.4 


0.0 

1.7 
1.0 
0.3 

0.3 
0.1 
0.0 
0.1 
0.1 


8.9 

. . .
 .
 

7.3 

2.8 


1.4 

0.9 

2.3 

1.6 


1.0 

1.6 
0,0 

0,2 


-0.2 

.... 


0.3 


0.0 

0.1 


1.0 


1.1 


-0.5 

0.7 


-1.3 

Pret 
1992 


10.7 

.....


10.7 


8.4 


2.0 


1.9 


G.1 
4.2 

2.6 


0.3 


1,1 


0.2 


2.1 


0.0 

2.1 


0.0 

1.8 
0.9 
0.2 

0.8 
0.5 
0.4 
0.1 
0.0 


10.7 

. _. 


7.8 

3.3 


1.6 

1.0 

1.9 

1.0 


0.9 

2.9 
0.0 

0.0 

---- .... 


(0.0) 

.... 


0.5 
0,5 


(0.7) 


0.7 


0,0 


0.2 

0.0 


0.2 

Proj
 

1993
 

9.2
 

9.2
 

8.1 
2.1
 

2.0
 

0.2
 

4.2
 
2.6
 

0.2
 

1.2
 

0.2
 

1.8
 

0.0
 
1.8
 

0.0
 
0.4 
0.0 
0.2
 
0.2 
0.7 
0.6 
0.1 
0.0 

10.9
 
.
 

8.7
 
3.3
 

1.6
 
1.0 
2.8
 
2.0
 

0.9
 
2.2 
0.0 

(1.7)
 
. .
 

1.7
 
. .
 

0.5
 

0.0
 
1.1
 

0.0 
1.1
 

0.2
 
0.0
 

0.2 

Source; inistry ofFinance VESI DOC .MsN,fVAILAULE 
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Table 12
 

SUMMARY OPEqATIONS OF ThE NONFINANCIAL
 
PUBLIC SECTOR
 

............................. .... e.... oe.m.... ..................................
 

Pret. Proj.
 

1958 1989 1990 1991 1992 1993
 

(inmillions of quetzales)
 

Pbl!I Secr Decf ... 5 -1129 -I53 -70 oL09 -1350
 

BO Losses -328 -297 -728 -743 -625 -700
 

Nonfinancial Public Sector .397 -832 -i2s 43 216 -650
 

Central Goverrment -561 -928 -981 73 -84 -1105
 
Rest of public sector 164 96 -1" ,30 300 456
 

(m percent of GDP)
 

Public Sector Deficit -3.5 -4.8 -5.5 -1.5 -0.5 -2.1
 

BOG tosses -1.6 -1.) -2.1 -1.6 .1.2 -1.1
 

Nonfinancial PutbLi Sector -1.9 -3.5 -3.3 0.1 0.4 .1.0
 

Centrl Government -2.7 -3.9 -2.9 0.2 -0.2 -1.7
 

Rest of public sector 0.8 0.4 -0.4 -0.1 0.6 0.?
 

Source: Bank of Guatemala
 

REST AVAILABLE DOCUMENT 



Tabe 13
 

SU4UARY HONETART ACCOUNTS
 

Bank of Guatti-.ala 

(in millions of Ouetzates) 

.o. =.....e . .. .......o*°. ....*** ...**. ..... o .- .. o..... .... .......... . 

Jun Sep 

1990 1991 1992 1993 1993 
..... O..°°..°.....t...........-...*...**...***.o.=....°.....o..°.....o.
 

05.1 M %1 05.3 a S1 

Net International Reserves -522.2 
 2307.8 2362.7 2295.4 2665.4
 
......... oo
•... . - ......... 
 ...... . .....° ...... ...... 
 ......
 

Net Domestic Assets 2613.2 116,3 628.2 557.5 148.4
 
........ *... ........ ...... 
....... ..... ......
 
Public Sector (net) 1353.1 ?73.9 -46.9 171.7 1197.8
 
CentraL Gov. 1474.7 901.7 1704.4
1682.4 1466.9
 
Rest of NFPS 
 -121.6 -157.8 -1729.3 -1532.7 -269.1
 

Net Credit to Banks -1378.5 -3541.3 -3224.6 -3454.3 -3809.6
 
Credit 265.7 238.4 256,1 316.0 217.4
 
Peserves 
 -1290.0 -2118.6 -1930.9 -3190.9 :-3219.0 
Cenlvacus & CO's -93.8 -1558.9 -942.8 -254.0 -341.2 
Stabilization Bonds -260.7 -402.2 -325.4-607.0 -466.8
 

Cenivacus & CD's outside banks 
 -291.1 -986.9 -533.4 -1073,0 -2566
 
StabiLization Bonds Outsfde banks -1006.6 
 -1180.9 -1051.5 -1131.1 -77M.4 
Med. & Long-term foreign Jiab. -1614.7 -1333.1 -2070.7 -1968.4 -1964.2
 
lank of Guatemala Arrears -644.6 -d35.5 -30.7 -32.3 -33.4
 
Other 
 6195.7 7150,1 7 6.0 8044.9 8101.2 

Currency Issue 2091,0 2424.1 2990.9 
 2852.9 2613.5
 

.............................
....... ....... .......
 

Source: lank of Guatmala
 

BESr AVAILABLE DOCUMEN4T
 



TABLE 14 

GOVERNMENT OF GUATEMALA's 

ILLUSTRATIVE 1994 ACTION PLAN 

...... EXPECTED 
POUCY ACTIONS ..... H EN YIELDS/SAVINGS 

1. Improvomont of rustoms services Ministerial Decree 1st. Quarter of 1994 Q 350. million 

2. Increase in tax compliance Laws enacted by Congress Starting Oct. 1, 1993 Q 300 million 
and new procedures 

:. Sales of qovornment assets Public Auctions Starting Oct. 1, 1993 0 325 million 

.. Implementation of a land tax Law enacted by Congress 1994 Q 200 million 

!. Reduction of public expondiluros Budget plus Ministerial Actions 1994 Q 250 million 
through non  roimhurnablo 
transfers to parastatals 

BEST AVAILABLE DOCUMENT 



Annex B
 
Page 1 of 44
 

5C(2) - PROJECT ASSISTANCE CHECKLIST
 
FY94 ESF CASH TRANSFER PROGRAM (520-0415)
 

Listed below are statutory
 
criteria applicable to the
 
assistance resources
 
themselves, rather than to the
 
eligibility of a country to
 
receive assistance. This 
section is divided into three 
parts. Part A includes 
criteria applicable to both 
Development Assistance and
 
Economic Support Fund
 
resources. Part B includes
 
criteria applicable only to
 
Development Assistance
 
resources. Part C includes
 
criteria applicable only to
 
Economic Support Funds.
 

CROSS REFERENCE: IS COUNTRY 

CHECKLIST UP TO DATE? 


A. 	CRITERIA APPLICABLE TO BOTH
 
DEVELOPMENT ASSISTANCE AND
 
ECONOMIC SUPPORT FUNDS
 

1. Host Country
 
Development Efforts (FAA 

Sec. 601(a)): Information 

and conclusions on whether 

assistance will encourage
 
efforts of the country to:#
 
(a) increase the flow of"
 
international trade; (b)
 
foster private initiative
 
and competition; (c)
 
encourage development and
 
use of cooperatives, credit
 
unions, and savings and
 
loan associations; (d)
 
discourage monopolistic 

practices; (e) improve
 

LAC/GC and RLA agreed to using
 
the FY93 Country Checklist
 

The Mission views the Program
 
as necessary condition to (a)
 
and (b).
 

BEST AVAILABLE DOCUMENT
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technical efficiency of
 
industry, agriculture, and
 
commerce; and (f)
 
strengthen free labor
 
unions.
 

2. U.S. Private Trade and N/A
 
Investment (FAA Sec.
 
601(b)): Information and
 
conclusions on how
 
assistance will encourage
 
U.S. private trade and
 
investment abroad and
 
encourage private U.S.
 
participation in foreign
 
assistance programs
 
(including use of private
 
trade channels and the
 
services of U.S. private
 
enterprise).
 

3. Congressional
 
Notification
 

a. General requirement A Congress'onal Notification is
 
(FY 1 7.'3 Appropriations Act in process and will be
 
Sec. -'2; FAA Sec. 634A): completed prior to obligation
 
If money is to be obligated of funds.
 
for an activity not
 
previously justified to
 
Congress, or for an amount
 
in excess of amount
 
previously justified to
 
Congress, has Congress been
 
properly notified (unless
 
the Appropriations Act
 
notification requirement
 
has been waived because of
 
substantial risk to human
 
health or welfare)?
 

b. Notice of new account N/A
 
obligation (FY 1993
 
Appropriations Act Sec.
 
514): If funds are being
 
obligated under an
 
appropriation account to
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which they were not
 
appropriated, has the
 
President consulted with
 
and provided a written
 
justification to the House
 
and Senate Appropriations
 
Committees and has such
 
obligation been subject to
 
regular notification
 
procedures?
 

c. Cash transfers and 

nonproject sector
 
assistance (FY 1993
 
Appropriations Act Sec.
 
571(b) (3)): If funds are to
 
be made available in the
 
form of cash transfer or
 
nonproject sector
 
assistance, has the
 
Congressional notice
 
included a detailed
 
description of how the
 
funds will be used, with a
 
discussion of U.S.
 
interests to be served and
 
a description of any
 
economic policy reforms to
 
be promoted?
 

4. Engineering and 

Financial Plans (FAA Sec.
 
611(a)): Prior to an
 
obligation in excess of
 
$500,000, will there be:
 

(a) engineering, financial or.
 
other plans necessary to
 
carry out the assistance;
 
and
 

(b) a reasonably firm estimate
 
of the cost to the U.S. of
 
the assistance?
 

Yes
 

N/A
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5. Legislative Action N/A: Program conditionality
 
(FAA Sec. 611(a) (2)): If requires the endorsement of two
 
legislative action is legislative packages by the
 
required within recipient President for future
 
country with respect to an presentation to Congress, not
 
obligation in excess of their passage.
 
$500,000, what is the basis
 
for a reasonable
 
expectation that such
 
action will be completed in
 
time to permit orderly
 
accomplishment of the
 
purpose of the assistance?
 

6. Water Resources (FAA N/A
 
Sec. 611(b); FY 1993
 
Appropriations Act Sec.
 
501): If project is for
 
water or water-related land
 
resource construction, have
 
benefits and costs been
 
computed to the extent
 
practicable in accordance
 
with the principles,
 
standards, and procedures
 
established pursuant to the
 
Water Resources Planning
 
Act (42 U.S.C. 1962, et
 
seq .)? (See A.I.D.
 
Handbook 3 for guidelines.)
 

7. Cash Transfer and Yes
 
Sector Assistance (FY 1993
 
Appropriations Act Sec.
 
571(b)): Will cash
 
transfer or nonproject
 
sector assistance be
 
maintained in a separate
 
account and not commingled
 
with other funds (unless
 
such requirements are
 
waived by Congressional
 
notice for nonproject.
 
sector assistance)?
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8. Capital Assistance N/A
 
(FAA Sec. 611(e)): If
 
project is capital
 
assistance (e.g.,
 
construction), and total
 
U.S. assistance for it will
 
exceed $1 million, has
 
Mission Director certified
 
and Regional Assistant
 
Administrator taken into
 
consideration the country's
 
capability to maintain and
 
utilize the project
 
effectively?
 

9. Multiple Country See item (1) above.
 
Objectives (FAA Sec.
 
601(a)): Information and
 
conclusions on whether
 
projects will encourage
 
efforts of the country to:
 
(a) increase the flow of
 
international trade; (b)
 
foster private initiative
 
and competition; (c)
 
encourage development and
 
use of cooperatives, credit
 
unions, and savings and
 
loan associations; (d)
 
discourage monopolistic
 
practices; (e) improve
 
technical efficiency of
 
industry, agriculture and
 
commerce; and (f)
 
strengthen free labor
 
unions.
 

10. U.S. Private Trade N/A
 
(FAA Sec. 601(b)):
 
Information and conclusions
 
on how project will
 
encourage U.S. private
 
trade and investment abroad
 
and encourage private U.S.
 
participation in foreign
 
assistance programs
 
(including use of private
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trade channels and the 
services of U.S. private 
enterprise). 

11. Local Currencies N/A 

a. R e c i p i e n t 
Contributions (FAA Secs.. 
612(b), 636(h)): Describe 
steps taken to assure that, 
to the maximum extent 
possible, the country is 
contributing local 
currencies to meet the cost 
of contractual and other 
services, and foreign 
currencies owned by the 
U.S. are utilized in lieu 
of dollars. 

b. U.S.-Owned Currency No 
(FAA Sec. 612(d)): Does 
the U.S. own excess foreign 
currency of the country 
and, if so, what 
arrangements have been made 
for its release? 

c. 
1993 

Separate Account 
Appropriations 

(FY 
Act 

N/A. No generation of 
currencies will occur. 

local 

Sec. 571). If assistance 
is furnished to a foreign 
government under 
arrangements which result 
in the generation of local 
currencies: 

0 

(1) Has A.I.D. (a) N/A 
required that local 
currencies be deposited in 
a separate account 
established by the 
recipient govcrnment, (b) 
entered into an agreement 
with that government 
providing the amount of 
local currencies to be 
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generated and the terms and
 
conditions under which the
 
currencies so deposited may
 
be utilized, and (c)
 
established by agreement
 
the responsibilities of
 
A.I.D. and that government
 
to monitor and account for
 
deposits into and
 
disbursements from the
 
separate account?
 

(2) Will such local 

currencies, or an
 
equivalent amount of local
 
currencies, be used only to
 
carry out the purposes of
 
the DA or ESF chapters of
 
the FAA (depending on which
 
chapter is the source of
 
the assistance) or for the
 
administrative requirements
 
of the United States
 
Government?
 

(3) Has A.I.D. taken all 

appropriate steps to ensure
 
that the equivalent of
 
local currencies disbursed
 
from the separate account
 
are used for the agreed
 
purposes?
 

(4) If assistance is 

terminated to a country,
 
will any unencumbered
 
balances of funds remaininq
 
in a separate account be
 
disposed of for purposes
 
agreed to by the recipient
 
government and the United
 
States Government?
 

12. Trade Restrictions
 

a. Surplus Commodities 

(FY 1993 Appropriations Act
 

N/A
 

N/A
 

N/A
 

N/A
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Sec. 520(a)): If
 
assistance is for the
 
production of any commodity
 
for export, is the
 
commodity likely to be in
 
surplus on world markets at
 
the time the resulting
 
productive capacity becomes
 
operative, and is such
 
assistance likely to cause
 
substantial injury to U.S.
 
producers of the same,
 
similar or competing
 
commodity?
 

b. Textiles (Lautenberg 

Amendment) (FY 1993
 
Appropriations Act Sec.
 
520(c)): Will the
 
assistance (except for
 
programs in Caribbean Basin
 
Initiative countries under
 
U.S. Tariff Schedule
 
"Section 807," which allows
 
reduced tariffs on articles
 
assembled abroad from
 
U.S.-made components) be
 
used directly to procure
 
feasibility studies,
 
prefeasibility studies, or
 
project profiles of
 
potential investment in, or
 
to assist the establishment
 
of facilities specifically
 
designed for, the
 
manufacture for export to
 
the United States or to,
 
third country markets in
 
direct competition with
 
U.S. exports, of textiles,
 
apparel, footwear,
 
handbags, flat goods (such
 
as wallets or coin purses
 
worn on the person), work
 
gloves or leather wearing
 
apparel?
 

N/A
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13. Tropical Forests (FY 

1991 Appropriations Act
 
S e c. 5 3 3 (c) (3) (a s
 
referenced in section
 
532(d) of the FY 1993
 
Appropriations Act): Will
 
funds be used for any
 
program, project or
 
activity which would (a)
 
result in any significant
 
loss of tropical forests,
 
or (b) involve industrial
 
timber extraction in
 
primary tropical forest
 
areas?
 

14. PVO Assistance
 

a. Au d i t i n g and 

registration (FY 1993
 
Appropriations Act Sec.
 
536): If assistance is
 
being made available to a
 
PVO, has that organization
 
provided upon timely
 
request any document, file,
 
or record necessary to the
 
auditing requirements of
 
A.I.D., and is the PVO
 
registered with A.I.D.?
 

b. Funding sources (FY 

1993 Appropriations Act,
 
Title II, under heading
 
"Private and Voluntary
 
Organizations"): If
 
assistance is to be made t6.
 
a United States PVO (other
 
than a cooperative
 
development organization),
 
does it obtain at least 20
 
percent of its total annual
 
funding for international
 
activities from sources
 
other than the United
 
States Government?
 

No
 

N/A
 

N/A
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15. Project Agreement 

Documentation
 
(State Authorization Sec.
 
139 (as interpreted by
 
conference report)): Has
 
confirmation of the date of
 
signing of the project
 
agreement, including the
 
amount involved, been
 
cabled to State L/T and
 
A.I.D. LEG within 60 days
 
of the agreement's entry
 
into force with respect to
 
the United States, and has
 
the full text of the
 
agreement been pouched to
 
those same offices? (See
 
Handbook 3, Appendix 6G for
 
agreements covered by this
 
provision).
 

16. Metric System (Omnibus 

Trade and Competitiveness
 
Act of 1988 Sec. 5164, as
 
interpreted by conference
 
report, amending Metric
 
Conversion Act of 1975 Sec.
 
2, and as implemented
 
through A.I.D. policy):
 
Does the assistance
 
activity use the metric
 
system of measurement in
 
its procurements, grants,
 
and other business-related
 
activities, except to the
 
extent that such use ip
 
impractical or is likely to
 
cause significant
 
inefficiencies or loss of
 
markets to United States
 
firms? Are bulk purchases
 
usually to be made in
 
metric, and are components,
 
subassemblies, and
 
semi-fabricated materials
 
to be specified in metric
 
units when economically
 

N/A
 

N/A
 



GUATEMALA - 1993
 

5C(1) - COUNTRY CHECKLIST
 

Listed below are statutory criteria
 
applicable to the eligibility of countries to
 
receive the following categories of
 
assistance: (A) both Development Assistance
 
and Economic Support Funds; (B) Development
 
Assistance funds only; or (C) Economic
 
Support Funds only.
 

A. 	 COUNTRY ELIGIBILITY CRITERIA APPLICABLE
 
TO BOTH DEVELOPMENT ASSISTANCE AND
 
ECONOMIC SUPPORT FUND ASSISTANCE
 

1. 	 Narcotics Certification
 

(FAA Sec. 490): (This provision applies
 
to assistance provided by grant, sale,
 
loan, lease, credit, guaranty, or
 
insurance, except assistance relating to
 
international narcotics control, disaster
 
and refugee relief assistance, narcotics
 
related assistance, or the provision of
 
food (including the monetization of food)
 
or medicine, and the provision of non
agricultural commodities under P.L. 480.
 
This provision also does not apply to
 
assistance for child survival and AIDS
 
programs which can, under section 542 of
 
the FY 1993 Appropriations Act, be made
 
available notwithstanding any provision
 
of law that restricts assistance to
 
foreign countries.) If the recipient is
 
a "major illicit drug producing country"
 
(defined as a country producing during a
 
fiscal year at least five metric tons of
 
opium or 500 metric tons of o coca or
 
marijuana) or a "major drug-transit
 
country" (defined as a country that is a
 
significant direct source of illicit
 
drugs significantly affecting the United
 
States, through which such drugs are
 
transported, or through which significant
 
sums of drug-related profits are
 
laundered with the knowledge or
 
complicity of the government):
 

r! 



(1) has the President in the April 1 

International Narcotics Control Strategy
 
Report (INSCR) determined and certified to the
 
Congress (without Congressional enactment,
 
within 45 calendar days, of a resolution
 
disapproving such a certification), that (a)
 
during the previous year the country has
 

or
cooperated fully with the United States 

taken adequate steps on its own to satisfy the
 
goals and objectives established by the U.N.
 
Convention Against Illicit Traffic in Narcotic
 
Drugs and Psychotropic Substances, or that (b)
 
the vital national interests of the United
 
States require the provision of such
 
assistance?
 

(2) with regard to a major illicit drug 

producing or drug-transit country for which
 
the President has not certified on April 1,
 
has the President determined and certified to
 
Congress on any other date (with enactment by
 
Congress of a resolution approving such
 
certification) that the vital national
 
interests of the United States require the
 
provision of assistance, and has also
 
certified that (a) the country has undergone a
 
fundamental change in government, or (b) there
 
has 	 been a fundamental change in the
 

the
conditions that were the reason why 

President had not made a "fully cooperating"
 
certification.
 

2. Indebtedness to U.S. citizens (FAA 

Sec. 620(c): If assistance is to a
 
government, is the government indebted to any
 
U.S. citizen for goods or services furnished
 
or ordered where: (a) such citizen has
 
exhausted available legal remedies, (b) the
 
debt is not denied or contested by such
 
government, or (c) the indebtedness arises
 
under an unconditional guaranty of payment
 
given by such government or controlled entity?
 

3. Seizure of U.S. Property (FAA Sec. 

620(e) (1)): If assistance is to a goqernment,
 
has it (including any government agencies or
 
subdivisions) taken any action which has the
 
effect of nationalizing, expropriating, or
 
otherwise seizing ownership or control of
 
property of U.S. citizens or entities
 
beneficially owned by them without taking
 
steps to discharge its obligations toward such
 
citizens or entities?
 

Yes.
 

Not applicable.
 

No.
 

No.
 



4. communist countries (FAA Secs. No, the recipient country is
 
620(a), 620(f), 620D; FY 1993 Appropriations not a Communist country.
 
Act Secs. 512, 543): Is recipient country a
 
Communist country? If so, has the President:
 
(a) determined that assistance to the country
 
is vital to the security of the United States,
 
that the recipient country is not controlled
 
by the international Communist conspiracy, and
 
that such assistance will further promote the
 
independence of the recipient country from
 
international communism, or (b) removed a
 
country from applicable restrictions on
 
assistance to communist countries upon a
 
determination and report to Congress that such
 
action is important to the national interest
 
of the United States? Will assistance be
 
provided either directly or indirectly to
 
Angola, Cambodia, Cuba, Iraq, Libya, Vietnam,
 
Iran or Syria? Will assistance be provided to
 
Afghanistan without a certification, or will
 
assistance be provided inside Afghanistan
 
through the Soviet-controlled government of
 
Afghanistan?
 

5. Mob Action (FAA Sec. 620(j)): No.
 
Has the country permitted, or failed to
 

take adequate measures to prevent, damage or
 
destruction by mob action of U.S. property?
 

6. OPIC Investment Guaranty (FAA Sec. No.
 
620(1)): Has the country failed to enter into
 
an investment guaranty agreement with OPIC?
 

7. Seizure of U.S. Fishing Vessels (FAA No.
 
Sec. 620(o); Fishermen's Protective Act of
 
1967 (as amended) Sec. 5): (a) Has the
 
country seized, or imposed any penalty or
 
sanction against, any U.S. fishing vessel
 
because of fishing activities in international
 
waters? (b) If so, has any deduction
 
required by the Fishermen's Protective Act
 
been made?
 

8. Loan Default (FAA Sec. 620'(q); FY No.
 
1993 Appropriations Act Sec. 518 (Brooke
 
Amendment)): (a) Has the government of the
 
recipient country been in default for more
 
than six months on interest or principal of
 
any loan to the country under the FAA? (b)
 
Has the country been in default for more than
 
one year on interest or principal on any U.S.
 
loan under a program for which the FY 1990
 
Appropriations Act appropriates funds?
 



9. Military Equipment (FAA Sec 620(s)): 

If contemplated assistance is development loan 

or to come from Economic Support Fund, has the 

Administrator taken into account the 

percentage of the country's budget and amount
 
of the country's foreign exchange or other
 
resources spent on military equipment?
 
(Reference may be made to the annual "Taking
 
Into Consideration" memo: "Yes, taken into
 
account by the Administrator at time of
 
approval of Agency OYB." This approval by the
 
Administrator of the Operational Year Budget
 
can be the basis for an affirmative answer
 
during the fiscal year unless significant
 
changes in circumstances occur.)
 

10. Diplomatic Relations with U.S. (FAA 

Sec. 620(t)): Has the country severed
 
diplomatic relations with the United States?
 
If so, have relations been resumed and have
 
new bilateral assistance agreements been
 
negotiated and entered into since such
 
resumption?
 

11. U.N. Obligations (FAA Sec. 620(u)): 

qhat is the payment status of the country's 

U.N. obligations? If the country is in 

arrears, were such arrearages taken into 

account by the A.I D. Administrator in 

det :mining the current A.I.D. Operational 

Year Budget? (Reference may be made to the 

"Taking into Consideration" memo.) 


12. International Terrorism
 
a. Sanctuary and support (FY 1993 


Appropriations Act Sec. 554; FAA Sec. 620A):
 
Has the country been determined by the
 
President to: (a) grant sanct,..Ary from
 
prosecution to any individual or group which
 
has committed an act of international
 
terrorism, or (b) otherwise support
 
international terrorism, unless the President
 
has waived this restriction on grounds of
 
national security or for humanitarian 'reasons?
 

b. Airport Security (ISDCA of 1985 Sec. 

552(b). Has the Secretary of State determined
 
that the country is a high terrorist threat
 
country after the Secretary of Transportation
 
has determined, pursuant.to section 1115(e) (2)
 
of the Federal Aviation Act of 1958,. that an
 
airport in the country does not maintain and
 
administer effective security measures?
 

Y e s , t a k e n i n t o
 
consideration by the
 
Administrator at the time of
 
approval of the 1993 OYB.
 

No.
 

Guatemala is in arrears on
 
the payment of obligations
 
to the U.N. Guatemala's
 
arrearages, both in general
 
and for purposes of Article
 
19 of the U.N- Charter, were
 
taken into account by the
 
Administrator at the time of
 
approval of the FY 1993 OYB.
 

No.
 

No.
 



13. Discrimination (FAA Sec. 666(b)): No.
 
Does the country object, on the basis of race,
 
religion, national origin or sex, to the
 
presence of any officer or employee of the
 
U.S. who is present in such country to carry
 
out economic development programs under the
 
FAA?
 

14. Nuclear Technology (FAA Secs. 669, No.
 
670): Has the country, after August 3, 1977,
 
delivered to any other country or received
 
nuclear enrichment or reprocessing equipment,
 
materials, or technology, without specified
 
arrangements or safeguards, and without
 
special certification by the President? Has
 
it transferred a nuclear explosive device to a
 
non-nuclear weapon state, or if such a state,
 
either received or detonated a nuclear
 
explosive device? If the country is a
 
non-nuclear weapon state, has it, on or after
 
August 8, 1985, exported (or attempted to
 
export) illegally from the United States any
 
material, equipment, or technology which would
 
contribute significantly to the ability of a
 
country to manufacture a nuclear explosive
 
device? (FAA Sec. 620E permits a special
 
waiver of Sec. 669 for Pakistan.)
 

15. Algiers Meeting (ISDCA of 1981,. Sec. No, Guatemala did not become
 
720): Was the country represented at the a member of NAM until 1982.
 
Meeting of Ministers of Foreign Affairs and
 
Heads of Delegations of the Non-Aligned
 
Countries to the 36th General Assembly of the
 
U.N. on Sept. 25 and 28, 1981, and did it fail
 
to disassociate itself from the communique
 
issued? If so, has the President taken it
 
into account? (Reference may be made to the
 
"Taking into Consideration" memo.)
 

16. Military Coup (FY 1993 No.
 
Appropriations Act Sec. 513): Has the duly
 
elected Head of Government of the country been
 
deposed by military coup or decree? If
 
assistance has been terminated, shas the
 
President notified Congress that a
 
democratically elected government has taken
 
office prior to the resumption of assistance?
 

17. Refugee Cooperation (FY 1993 Yes.
 
Appropriations Act Sec. 538): Does the
 
recipient country fully cooperate with the
 
international refugee assistance
 
organizations, the United States, and other
 
governments in facilitating lasting solutions
 



to refugee situations, including resettlement
 
.;ithout respect to race, sex, religion, or
 
national origin?
 

18. Exploitation of Children (FAA Sec. 

116(b)): Does the recipient government fail
 
r-o take appropriate and adequate measures,
 
within its means, to protect children from
 
exploitation, abuse or forced conscription
 
into military or paramilitary services?
 

B. 	 COUNTRY ELIGIBILITY CRITERIA APPLICABLE
 
ONLY TO DEVELOPMENT ASSISTANCE ("DA")
 

1. Human Rights Violations (FAA Sec. 

116): Has the Department of State determined
 
that this government has engaged in a
 
consistent pattern of gross violations of
 
internationally recognized human rights? If
 
so, car it be demonstrated that contemplated
 
assistance will directly benefit the needy?
 

2. Abortions (FY 1993 Appropriations Act 

Sec. 534): Has the President certified that
 
use of DA funds by this country would violate
 
any of the prohibitions against use of funds
 
to pay for the performance of abortions as a
 
method of family planning, to motivate or
 
coerce any person to practice abortions, to
 
pay for the performance of involuntary
 
sterilization as a method of family planning,
 
to coerce or provide any financial incentive 
to any person to undergo sterilizations, to 
pay for any biomedical research which relates, 
in whole or in part, to methods of, or the 
performance of, abortions or involuntary 
sterilization as a means of family planning? 

C. 	 COUNTRY ELIGIBILITY CRITERIA APPLICABLE
 
ONLY TO ECONOMIC SUPPORT FUNDS ("ESF")
 

Human Rights Violations (FAA Sec. 502B): 
Has it been determined that the country has 
engaged in a consistent pattern #f gross 
violations of internationally recognized human 
rights? If so, has the President found that 
the country made such significant improvement 
in its human rights record that furnishing 
such assistance is in the U.S. national 
interest? 

No.
 

No.
 

No.
 

No.
 

6JV
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USA U) 
U.S. AGENCY FOR 

INT'ERNATIONAL
 

DEVELOPMENT 
 LAC-IEE-94-02
 

REQUEST FOR A CATEGORICAL EXCLUSION
 

Project Location Guatemala 

Project Title : ESF FY 94 Cash Transfer Program 

Project Number TBD 

Funding : 1US10,000,000 

Life of Project FY 94 

IEE Prepared by : Margaret Kromhout 
DC/PDSO
 

Recommended Threshold Decision: Categorical Exclusion
 

Bureau Threshold Decision Concur with Recommendation
 

Comments A Categorical Exclusion is issued
 
in accordance with 22 CFR
 
216.2(c) (2)(vi).
 

Mission shall place a condition in
 
the Program Agreement with the GOG
 
to ensure that there will be no
 
support or funds used: (1) for
 
timber extraction or significant
 
deforestation, including the
 
procurement or use of equipment

that could be used in deforestation
 
activities; or (2) for the
 
procurement or use of pesticides.
 

In addition, a condition shall be
 
placed in the Program Agreement to
 
ensure that funds will have no
 
negative effect on threatened or
 
endangered species, or their
 
critical habitats.
 

Should the Grantee be unable to
 
comply with any of these
 
conditions, USAID/Guatemala shall
 
submit an ampndpd Tnitin
 

320 TWINTY-FIRST STREET, N.W., WASHINGTON, D.C. 20523 & 



REQUEST FOR A CATEGORICAL 

EXCLUSION (cont'd.)
 

Copy to 


Copy to 


Copy to 


Copy to 


Copy to 


Copy to 


Copy to 


LAC-IEE-94-02
 

Environmental Examination to the
 
LAC Chief Environmental Officer. 

Brokaw /J 

t' Chief Environmental Officer
 
reau 'forLatin America
 

and the Caribbean
 

: 	Lawrence J. Klassen, Acting Mission
 
Director. USAID/Guatemala
 

: 	Margaret Kromhout
 
USAID/Guatemala
 

: Elizabeth Warfield,
 
USAID/Guatemala
 

: 	Wayne Williams, REA/CEN
 

: 	Susan Alexander, LAC/DR
 

: 	James Vandenbos, LAC/CEN
 

:IEE File
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USAM 
U S AGENCY FOR 

INTERNATIONAL 

DEVELOPMENT 

CUATMALA IMMEDIATE ( ) PRIORITY ( ) NORMAL (X ) 

PLAZA UNO
 
IA.CAli 7-66,
 
01009 zotA 9, DATE: October 27, 1993
 

GUAnWAI A
 
TO: Mr. Jeff Brokaw, LAC/DR/E 

USAID3323'. FAX NO.: (202) 647 8098 CITY: WashingtonUINrT 


APOAA.342l FROM/OFFICE: Margaret Kromhgt,'DC/PDSO
 

CLEARANCES: N/A 

APPROVED BY: Elizabeth Waeld, C/PDSO 

PAGE I -OF 3 

TEXT: 

Please frd attached the approved Initial Environmental Examination Request 
for the issuance of the Environmental Threshold Decision. 

BEST AVAILABLE DOCUMENT 



OCT-27-93 WED Ia: 21 U . ID,I. GU I&TE1IL4 L. IZ31 IMIP. 

INU°ILAI IhNY1KQINM '1'AIIIX MLNtIIATIION 

ProjectLocation: Guatemala 

Project Tite: FY 94 ESF Cash Transfer Program 

Funding: $10,000,000 

Project Description: 

The funds under this Program will be made available to the 6,overnment of Guatemala 
(GOG) in direct support of its economic program. Funds will provide, as in the six 
previous ESF programs, immediate balance of payments support to Guatemala and the 
allocation of urgently needed foreign exchange to help eliminate external debt service 
arrears to the U.S. Government (USG) and International Financial Institutions (IFIs), 
including the World Bank and the Interamerican Development Bank. Availability of 
funds under this Program is contingent upon compliance with the conditions to be 
mutually agreed upon between the GOG and A.I.D. on the 1994 economic program. 

Inall cases, funds made available will be programmed through the Guatemalan Ministry 
of Finance and Central Bank which have overall responsibility for determining the 
subsequent use of funds. Because the dollars will be used to retire public sector debt 
with the USG and IFIs, no local currency will be generated nor is a local currency set
aside required. 

Environmental Impact 

The proposed program qualifies for a categorical exclusion in accordance with Section 
216.2 (C) (1) of 22 CFR as one which does not have an effect on the physical and 
natural environment. 

Recommendation 

Based on the A.I.D. environmental regulation discussed above, the Mission 
recommends that the ESF Cash Transfer Program for FY 1994 be given a Categorical 
Exclusion determination requiring no further environmental review. 

BEST AVAILABLE DOCUMENT 



Initial Environmental Examination 
FY 94 ESF Cash Transfer Program 
Page No. 2 

Concurrence- -, . 

Lawrence I, Klassen 
Acting Mission Director 

Date 

BEST AVAILABLE DOCUMENT
 



APPR: JB (A 

DRAFT: ANH~ V 

UNCLASSIFIED 

CLEAR: 

CLEAR: 

AS 

KM 

(Y. 

AID/LAC/DR/E: AHAMBLETON:IEE94-02. 
11/04/93 647-9487 
AID/LAC/DR/E: JBROKAW 

AID/LAC/DR/E:ASEGARRA 

CAB 

LAC/DR/E:KMENCZER 

CLEAR: 

CLEAR: 

CLEAR: 

( 

( 

( ) 

PRIORITY GUATEMALA 

AIDAC GUATEMALA FOR M.KROMHOUT AND W. WILLIAMS 

E.O. 12356: N/A 

TAGS: 

SUBJECT: ENVIRONMENTAL THRESHOLD DECISION FOR THE FY94 
ESF CASH TRANSFER PROGRAM 

REF: FAX, M.KROMHOUT TO JBROKAW, OCTOBER 27, 1993 

1. LAC ACTING CHIEF ENVIRONMENTAL OFFICER, JEFFREY J. 
BROKAW, HAS REVIEWED, AND HEREBY APPROVES MISSION REQUEST
FOR A CATEGORICAL EXCLUSION FOR SUBJECT PROJECT. A
CATEGORICAL EXCLUSION IS ISSUED IN ACCORDANCE WITH 22 CFR 
216.2(C) (2) (VI). 

2. MISSION SHALL PLACE A CONDITION IN THE PROGRAM 
AGREEMENT WITH THE GOG TO ENSURE THAT THERE WILL BE NO 
SUPPORT OR FUNDS USED: (1) FOR TIMBER EXTRACTION OR 
SIGNIFICANT DEFORESTATION, INCLUDTNG THE PROCUREMENT OR 
USE OF EQUIPMENT THAT COULD BE USED IN DEFORESTATION 
ACITIVITIES; OR (2) FOR THE PROCUREMENT OR USE OF 
PESTICIDES. 

3. IN ADDITION, A CONDITION SHALL BE PLACED IN THE 
PROGRAM AGREEMENT TO ENSURE THAT FUNDS WILL HAVE NO 
NEGATIVE EFFECT ON THREATENED OR ENDANGERED SPECIES, OR 
THEIR CRITICAL HABITATS. 

VAILABLE DOCUMENTUNCLASSIFIED 



UNCLASSIFIED 2
 

4. SHOULD THE GRANTEE BE UNABLE TO COMPLY WITH ANY OF
 
THESE CONDITIONS, MISSION SHALL SUBMIT AN AMENDED INITIAL
 
ENVIRONMENTAL EXAMINATION TO THE LAC CHIEF ENVIRONMENTAL
 
OFFICER.
 

5. MISSION IS REQUESTED TO SEND A COPY OF THE RELEVANT
 
SECTIONS OF THE GRANT AGREEMENT SPECIFYING THE ABOVE
 
CONDITIONS FOR INCLUSION IN LAC/DR/E FILES.
 

6. IEE NUMBER IS LAC-IEE-94-02. COPY OF THE
 
ENVIRONMENTAL THRESHOLD DECISION IS BEING SENT TO THE
 
MISSION FOR INCLUSION IN PROJECT FILES.
 

YY
 

BEST AVAILABLE DOCUMENT
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dollcu rticipicn Iai4 cumuiiid~ldc-1 y kis 1c;'~ii.''0 errmenM n a..%coi
 

coordinaci6fl con al. sector p~blico.
 

a 	 Dinnniizar la.s relaciones internacinnilci sobre la. base qua la. polltfa ex~terior es 
instruncento de la politica econdimic y scliaUt del rnt-1. 

dc fo~m 	 (onios scicles pnrn. que, de marern3 	 Ord';i1ar y a4ilizar Im acijis 
c'itrama pollrezi.urieilCa :iiendin Ili ne esid.idiui M;11. iu;IidLai d:! los grilpoS al 

* 	 Foru~lect 0l sistenia de saud inaiceru infi'ntil. 
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" deZSCl "' en~t.:9k ut:' ci'( portn* priv,,;ita dentro de 1oi Gkoh"'no 
trv: 1;1 1Ut(1n0 j

ial a Lis ciu n ;p d i i, e.xhorm~r Cc. -;n .~ I 
cons,1-ci 

, Jt 

tsC c1.serc133 (iu~iJ y o!ti 
~q-, ic ut.n'Jd en 

ce abscmua hCnrtk!,_.-d.prccc:,;-nento 

is %c:es d
del sector pC~blico, m:ra ha~cr .f cnces

(niciar 'a modcrnizCi(6n 
sus nwi.&e5 de pruducclTh y cnite,n UJc 

Esudo que Frcrmitan rnejorzar 

rbu?1r.tS. tniii~hCsusel c-jr1p'imiefltu. de 

mse 3.10, en 
El Gebieeio, asurne el comprofls0 :.I sentar 1,s bases para que eil 

Sd IlCci un preco dese~a1y con pairtijpcicflufl arnbzente Cc iibcrtad (a O~i~ dCu;rru!k', toman~ti
&stibc2n qutiVO cde hs cclti y 

prctcrentc -r Icos pobres. 

Para ese Ingro, ei irndi-rens,070c que se i,-:-rporefl !..s errgm,, :-jrackdd y 
una licciun h.acia 'a :cnmecuci6n 

%oluflad Ce todos los sectores de la scc~cdad pamri inci[A 

dc uri pto)ccto de maiKn validu para tuds. 

MARCO GENERAL DE LAS POLITICAS1. 

So (oromakcerl la dumocracia a trav~s do la partiipa.A16 scal en un ambiente da 
por principIios 6ticcs y morales y 

a la !ey. El Gobierno so guiard
~irestricto aptgo 

1 socia~es1 
respct~ta plenarneflte las Ocrcchos Humanos individuates, civlos, polrtkoas

econ6micos yculturales. La lucha contra la impunidad yla carrupc16 nl scrl Fermaniente. 

todcs los pfiano,
Curmllccefa lit prticipaci6l c: Ins orgali.-acicres de bise en

Se de heneficio cmunal, que prcm,,cvan 
en Indefiniifl de los proyemtOpartcularmne 

los scrmfcio~j
In cquidad. social pgjcurlildo la smrplaci.nf de 

Se pramovwra 
c-1 favur dc las trayarias, %enun 

e infr-acstrutu(rpriharmOs de salud y doe ducai(mf 

amrbiente J%: lidbcrtd.
 

Sohr4 lki bise del principic) dc mponsabilidJJl uurnpactida entre hi organzaclkloei 
materi ecn,mici,'.Is nurrn;'S que e~n 

de la wcicklad y el Estadto, fund~iinenidos en 
pna~creud rncl~wmo3straIhajarasei~lk.

contiene Lit Cunscitucic~f Politic,%de la 
disinifluit 103 flivelCs de pobreza. ?'or 

estables dc solidaridadI cri~mici (jut: pcrin 
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e,o tcinto, se continu,-rin !os e.Nuvzcs por mntrerer el cr-cimrnm: ,ninioy In 
IaFicsoUin C.: IE'gr:ir kin Cv;irri)ju httiki1o1ccunso;;dac;-'.1 del c.-tado de der-,cho con 

Sc e.~~ h~icia la mod.-, -izaci6r ir..mtuconal, el uo mconitC : rcrc 
nitur3:es y ccscrvltci~rn dcl mdo .,Mb~cn', yla rac:cn*.:iZ2Cikf, r cc. 

p~i co. 

En el drnbito internacional, el Gobcrno reslitt1rd. to$ pe~lcipias dal Ocrectho 
cici. (tc'6L1t:1crnnCio:.'l. vml; Ins Com.rrn)rnA'os adquird&ii yF:i'ur.-cr, ItL .wiIIf 

cc Qii Una pfiori'Jad.1,s ccnc,-c.esi.s ciurc los lztdus. La mnccyaci~n onhc 

En Iorelativo a 'a cooreracia~ extern 1,se e%.horta a !a oud nencill 
para coo;,:rr en ve esfuerzo nacional de dtiz-ircillo y de coisoliiaci6m de I.I. 

para 1ilizar sui procddimrento. pra.emocracia. El Gobierno cealizard las acciones 
que, la misma se otorgue Mil in i' y si ascqur. iu lrahcrehIcia diui a ~ 

ieneiciarOs. La ccoperadcin interriacionuI se recc;ird :onfor-ne a rrd s 

estiblcldas pcc la comunidad nacional. 

IT. ESTRATEGIAS 

Las estrategias que a continuacifn se prewitan para los *spei:tos polfticos, 
qn~ie ecom6micris v de modernizaci6n ins:iviconaal deb~en cons.iderarse crn* 

dfl Plan de loi '.SO d,'aseclerrentos dd base para la realizaci6n de las incCianes pri-oriari 
del actual gobierno. Pero que, a su vez, orientat Ia~s actvidades que :e ejecutarin en CI 
perfodo 1994-1995. 

El obIetIvo dct Gohierno es Incm'isid;'ci6n d.;l roces: Jernm'crtc~ 'lurante ci 

prhdu vira Cc uai fue etIldci. 

Pam que dicha ccinsolidacif'n sa una'reailidad, es fundaimental estahiccer d.e.de 
ya Ins estrnatias a desarrollar en el corto plaza, qut: permitaci acciones orientaduis a fa 

perrectibilidad del Estado de Derecho. 

nantiEsmt. %ra'tegixi q~ue 3c indic~m a w~ntiin5I6tn se reire lrepty r 

dCl iiJV66)i~ dQ. los dereI10 11ItM.iiis, hA 1imrtcip:iq.1ifl ciijJd:Wa diructa y *utklu 
dui Ouaiut, cn Iu&Uim~ricd intemnaianil.scuruidad cjucdadana y In in3.rcik 
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CLn 1.is ic p,~b~. y !-gtir"~i l,
Cc~enjte de clye ia go ternnhldad 

nhereties a,:~: 2 Ig-b'err.) qu: facIIitin !,Itoman
socecdad Qrp; zada plantza demndis 

-I II aijcrc'tn) tndicadis citritc,":hs hin -.It CCrdLIrde decisiorCs ai cuk-d~s, IMi 

azciones qL.C cux.p'af con el'b'Peti.o gubwrnenftl expuesto at principio.
 

Uil reat~z~nm !oi rnis1
La paz es uni prioridad pura la act- nl ;imatr6n fa 

tinrr5ik gtrerd,entznd'da cu'i, en !- Amrnoarniosesf.C-zcr por ilcnnia, 
cor, SU cfltOr1o nintural y con, $Su 

eitado dJe arTruni Uel sar humino consigo mismo, 

1e la vipcia de Jos Der~clics
Se prornoveri la estrita cbservancia ygarontii 


H-um~inos para Inconsolid.hci6fl del Estado de Dercc~o

los valcores dd Id 
Sc wpeFtarl( a cealidad pluriculturil delI pa's, irnmav~cndu 


ctltuea maya para enriquecer Incultura nacional.
 

ijrid,". ciudadana, tanto en la intejriiad rsica de hni F.-.t5()flaS
Se printizarf la 

hace recesario fomentar Incredibildad dle ta 
como de sus bienes. En esa. direc-.dn se 

--cro Qbcwncr du participuuci~n eft Cl
poblucidiI ca s;s instituciofles dc suridi civil, as 


comnbate a la delincuencia, buscando la reducciudn de $us causas.
 

Se comnbatirl la iinpunidaci y la corrupci~n a todo nivel, impulsando un crnbio 

de actitud y fortaleciefldo lal in1stancias corr,!sponientCL 

OC ii:iuu arcp uuirnuiize prcpicaru. ici~~Cof 

habitantes de todas las comnunidadcs del palm.
 

Se tomnarin Ins medidas neccsurias para el runclonamiemo, dc:l Ssitemra de V 
SUS integrtes participen en lns 

Corsejos, de Desarrollo Llrbanio y Rural para que 

proin.'cr-A otras instancias que pefmitan la piarticipiiVit1 de [a poblaci~m. 

elci o- mit rt;: dta utilizaciefl de los Condcl 
t:( aurmnto de su capacidaii ticnki, 

sus fir1s yel fomrunto dt: la desceirtrllizaci~n y
disponibles, el fortalecimiento de 

participaiion local.
 

Sig promoverl In plena- y activa pnrticipaci~r%de Guntemnala en la dinimica 
-;crciu r-amhe; 1 1 

rundialf err or aspcctorpoliticus;-culturir,~af~m~l 
-
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ua ;,n~e-,1rkMa ic prcrurd~zrvA eni el pt- s.:,ci.l y tco-6im, 

com,r- m~o pnra elevar lai cornpct>itidad d,' a r:.7 6n 't cor w.trumer.to dc 
re~cciaci n wCimrn cun cl nundo. 

t ' dc~ax~td~structuri t irvs'uColc micAic coino 
.t~ d.el la 

ccndici~n rtccsuria para movilizar el potenc~ia prod,;ctivo dt: hIpabtaci(2n y su amplia 
participaci6n en la U~squeda e irnprcenacidn de sclccrts asus prop~os pircblemils, 
el combate cfectiv'o yrermancrtc a lui pubrcza rCeutr Lc-.iures a :nmedim plazo qUC' 

m~s eficiente el mreio de la p, iti:t ccncr6iicki y incial rmml qtuaiounten ai) tornar 
combir'adas en fcrma coherentac integralmeflte aurnerten III ')ienet;'rdt: 11 F.Cbl;Li6n; 

6i) rcordenar lus ,olficas sectcrinle~i c inccrmectu.iales em crinco'r'acin ccri al cirici 

social, buscal"du la arnpliui~n y niejoruirrieto C.- la colidad d. Ins crviCius s(c!Cs; iii) 

rtorlentat yenfocar el gasto p-blico hacia los grupos que Iviven en iltul-ci(5 de polbreuza; 

iv) mejurat :.I j1 aciudad C:eCCuc1i6-i %'Clbetur P~bl!;Q; Yv) d':Cetite.1liz~ir U PresuciJ6Ci 
y de Icsdo ios servicics pCblicoi, rortaleclendo [a autogesti61 do las ccrnunidades 

Cobiernos loicales. 

Estabilidad ycrecimiento econdimico, equidad scial ycombate a Iapobrczn, a la 

vez. 'orta!ecerdn la consolidaci6m del sisvema dcmr ocr5Aico y la paz social al permitir a Ics 

guatrnaltecos participar plenarnente en la Yiua poli'xa., e~ononm~a ysci~al, 

La mcdalidad de accidn del Estado Suatemuiltco que peemitri a'envnir la grave 
nueva y necesaria relaci~nsituaci6n de pobreza que prevalece en el pal's, requier: una 

nuevo estilo de tribnjo quoentre Estado ySocicdad. Pan ella, se propane iniciar um 

ii.ermita en 'orma pronta y e~icaz ruc~ionilizar In ac.C' ac tad n~ amld ~
 

reduccidin dc InpobreZa.
 

Eii.j dlh que &ida la it erkid y :ci-.. I o L oc 

en Guatemalia, CI proceso para su reducciq sc extidndc neceiriuirn~nte mn~nald de lox~ 

tiem pos pohticos de una administraci6in gubernamcntlta. Sn tal sentido, en un inicio se 

busca e.1 ulvio y reducciidn do lus manifestneiufles dCe la pcibreza, accediendo en un 

tiempo brcve a iriiciar acciones pnrm. entrefltl! 1 [as causas mds ohvins del problema, 

Como padtfa scr la blita do emplen productiva. So prostuIli una modaliclad de ntemci6rt 

-- local8 a tra~.c4 dd acnCtfue~ciz:adaI c at~rt~ dii dond;cld c'iatMilu ic i Ileriono 
dct intter s de Inacci~m d%:1 Esudo.Iarnmilin y la comunidid es el centro Fundaime nnt 

For lo ta1nto hd orgnniz.166nf y fecursas de has in~Ustituflnei P~iblicus YSill accloflus Luben 
ubreZa. 1'- CU-1 Ad citatla Wm~mmnndo tn rorrnmtde privileginr Inreducci6n de hI 
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ifCc con un esrucrzci c rnur1;!.1rO C respa ri1T ,ic- p r ~ i c Itq c s ce 
u! a arnri'a participaici6n sccial en tcC~.s is ir-stanflas~ . o~r 

Ccmo parte Cc los esrateias Cci prograhla ri la redlL::c:6n Ce: h po~ev 0. 
t: i mencionar: 

)Es-.aIeccr y d'-ncrolhr una rncCMNd 2i~epc(riw:b1'JA sccial con-p.ir 

entre gc~itrno, comunida:eS instituciares y orgri.iimos priv-lih3s; 

C.* 32sir 11d~if 'ui'eriir~U ei !a ui'tLuln prim:ir', .-n !cs c~i !a 

educaici6n, sniud, vicndk, empreo, porn empezar a reconstruir ci te,:do iocial. 

*Armonizar %ddntrude 1-:i nc~in utemrir~nt~il lt:i prummn rcgulairei con hos 
nu~tvos mcda!idadcs de intcrediac~ fininciera Ce cor~ict~r en-er-efte; 

En tcrminos sectorialei, Ins .cciones para 13 -:educcl6n de fa pobrc:1a ede 

cmarcar en un moc ell p-ngramins, proyectos yacciores inte-ra!,s y fcnlizzdus, 
el cual se poridrA Wa~sis en losi componentes scccrinls siguien-es: 

ign el sector saiud se impulsarlmn cciones integralas encarrinadas a armpliar la 
cabertura de !os serv'icios bdiicos, mejorar ta calijad f la admi iistr c6n de los servicios, 
del sector, z= especial infasis se dard a la atenci~n malcrno, in~anitl, la3 inm jnizacicnes, 
la rehidrataci6el oral, el tratariiiento de enfrceddes,re.&piratorias 3judas y la educacidn 
en salud. 

sLo relativo a la alimentaci6n y nutrici~n incluye aspectos priccitarios Waes coma 
prcducci,6n de alimentos b~sicos para el autocansumo, atencidn del daco wuricionnL 

tcdo ella en el Marco dela~udo, alimentacidn complementaria y lactancia materrna, 
sistema de atimentaci6n y nutricidri. 

vEn A~ cainpo de la educaci6n, lai accicnes buscir'in aurnentar !a1 tcicncia y 
equiJad dcl Sistemna Educnitiv, mejorar hi calidud Ce: la educocicr, yamplir hi cot-ertura 

~ n !.I;1 eli6i prpri'rk y primuari.i y Ini V'dv'~ n .~ii 
a:inci6n de. kis dire-m ruraes y Ins pnbkicilinvs m~s mnririn-l-h5-. Sd fortalcmrir los 

edu2cui6n amibieital, edJucaci6n -enprogrfmfls de educaci6n bilingl~c y los ejes de 
derechos huaianos y educneicin paa v.1 tribaj'7. como a.pectos prioritarios para Ci 

combace a lai pubreza y fortalccimiamto do lu demOavcl1ia, y creando las comcdtcionecs 
necesarias p.1ra la plena palrticipicimn dc Incornunidad educ 'tiva. 

iSe etahle . -.-.In mcnni~smo de ordmnnnhito y racilkides parri ei acceso a Ia 

viv~enda, esspewalifleit: en cl airea rural. 
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oil :mr~n rncdidas pamt e.s ablec~c !as b3a.e: pim IFCLe It!-z.ir Ii pr~p~'Jd 

de la tierr3. 

,En nr~ec 5~e ~ u~~ua ciin~e~ Cc~ivipr .crmirrer cc eci !o uo
 
a jr^s,-.cu, Cemnunitarin, Ce sah..d Ytdc,"Ucij.
~sccial L 

cult ira y,otrai,F~~~Jrcon el concurso de loi d1verscs sector--, ur'a 1c'thi 
scbre sepnrdad social. 

~~ e li-vEn m::ecria labcral se b~r di~prI 'dye; que cel!~ 

cumplimiendrJ del salaria legal, impldmentndo0st pro~r-..mas en h naccria, yla previsihr 
social. 

*Firam'.en~e. ea ai campo del crmp'ea, se pr>v't~g'an !Cs as--cctos coma L 
cmp-resu, hI C.;pacitaci~rn pira ely rcr.a~ecimn.dnto d,- la miicro, rcqucila y rredian 

trabajo yel apoyo al rpequeho productor. 

El carnbale y reducci~n de !apabreza en est,- inucv es1flO d.. go:ernar, cors:,dera 
atncflC 6fl local y la ptciuici6n carinliaria en Cl rcc.sa Ce- praducci6nI~ea 

raz~n por la cual Cl y entrega do scrvcios quo tierndan a la reducci6n d.: 'a pcbreta, 

marco jnstitucionat del mismo io conforrma'partiendio d.-. nivcl local. En otro3 palobr~s,
 
en el nivel local so requicre de la conforrmaci6n de un tejido social forc,3lecido quo actu6
 

en form~a ccordinada yeficierftc para ai cunplimiernIo eectivo do Ins acciones sectoriales
 
yglobales.
 

Tomando on consideran~in la situac16n social cdt'ica quo preselta In,mayorfla do 

la poblaci~n guatermalteca, iaEstratogia Social del Gotierno para los prbximaj 180 dfas 

busca inte~rar acciorICs para quo la aplicnci~n de In ?OlItica Social cuente con los 
awmento Inefic~or'cia del ato p~blicorecursos rinancioros y humnanos necesarios yse 

evcci~n de prrrnms - proycctoj
en aos sectorcs iociales prioritarios, enfaitivando ern 1,a 

el mayor impacto an cl mejoramicnto dc 'Ia Educuxci1f,vSatud, Viviendn,con 
y la Farnilii.Alimcntacit'in-NutrIiif y Atcncltin del .14blom 

econ6iw y social del pafs pkzintean atLos problemnas y retos del desarrallu 
Cobrerno de la Rep'iblica cuatro campos de .ncci~n prioritarios, en lo3 qLo so deberi n 

sentar ku baocs para profundizar his reformis cstructuruQ cC-mncd-,ar~a plazo, con Qt fin 
de oitniIda,do acelerar 13 tansirorinacin prodiictiv.1 que pomb-liite mayorei n,* 

4tic st: tradwzcu en u,14 majorcreccmiefltI C11PICO p udug~Ivo y cquid&d vw;aLl, 

distribuci~n tic 105 beneficioi del crecimienC) y ten un combate etoctivo a In robreza
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exr:71 yprcruvtic va uso riciormI dQ 'tos r:~ IZ.ira:'3 Est, Art*a s son 
(I e consol.Utc c6n Cd- bses 1dcQmc. stlre,(Hi) Inm~.~menoy la 

inte-rii el a econcm~a muiidinl, (Hii) el foi-cn-o C. !a irn'-vsio pri 3cda y (iv) '11 
mno 'x~ ca idid del gasto pC~blio or,'entzio, cornbnve e11i~re~t,~ d~c' 

,breza el~la a 1.aJ; JCs du~'s y la o~v&jCci ~oyo 

Para el !Ogro de un desarrona integral, so .:n'b a y equi:ativ ;ec~k~AI 
Sppimucm:rnzaci6fl eCo,-6rnicn1 y Social .isf como la del E.scaJo, tendent: aruti.: 

ucrSUbsidiario -.,n !a promcci~n del bicn cornn. La recadel pis~ldo 
la estabili'iad yci crecimienta econ6micois a riive!es s tisfactorioSs ncsro~ peto no 
suftc'entes p:,,a aliviir la pobreza. Se requeren aderA~icnnes :oncretnq raml quo 10. 
esctratos m~s pcbres, de lu prnlaciC~r dcsamro,'!n itus ,:cihJ tck' accesoerigar a las 
opcrtuni, adcs y pued-2n partcipar p~nurnedn'e el1 !. .i~a scc~ii y Po~tica d-1 i~ 

Con el rin de consolidar las bases mzcroec~x'13micis e-,tab~es, se M.'Iedri T.a 
disciplinn mrnO.ecaria y iscal. 

En fa,,or de. !a consolidaci6n de las tba~cs mricrcecorc~micas, so impulsarah, 
auellas acciones de mnodernizaci6rs institucional recesarias para Forta!ecer la estabilidad 

en forma permanente y duradera para acelerar el ritur.o do crecmrn~nto de la econcrma. 

En materia riscal secrealizardn Jos esfuerzos, de sanearmiento de las rlnnnzas 
p, blicas, lirnitando el ddticit iscal a [a disponibilidad de financlamiento evefro y 
e'evardn el niiorro en cuenta c'irriente v loi ingrewu. triibucaricis. a~f cmrr(- Inft'q-l,.ei 

oPciones do utiliizci6fl do los activos del Estado, con c i olbrrrcro u 
pcrrnitar optimnizar el gasto de inversi6n para prograrnas sociales con prioridad para et 
combate a la pobreza. E-stos objetivos se lograran :ol. Ia profundizaci6n del Programa 
de Nlcdernizacidri Tributarla ydci Programna de Raciorllzaci5fl del Gasvo FP'blico. 

Los prilcipios do ousteridad, lionestidad, transpa.-entcia y r-acionaLidad -uirn las 
En este contexto soC.cisiones en materia de gasto pCiblico en ci pdrio~co Cc bobic-no. 

hTt~.~ 'rrfc' ! rj~i~~~c2.reil;-rX uri r.-asignic&~ d.-I 3sasto y (!, hIt 
pobrcs itendiendo las m~s urgentes n et:.id:1CC3 ten materin dc salud y educviciomna.s 

y para. el forrinto de la actividad prod tctivat.medi afl,.!! La rehabil'taci6n yarnpliaci6n de 
la infcaestructura b;sica. 

En miterin cnmercial se hinrin Los e~ifucrzo5 pirl reducirel dt~tlcit comercint del 
pai.;, foc IkciWndu Jos inccani~irnty quc jumvitvilaLiproductcidkId y corrreitividad de-

Parn10Lok muctoi de1bs exportucikines, apoynmdo ha apertura dt: rntivol nr1CrC.dtci 
c~(portIcitj gujaccmalttcos asl comu ci 4;u~rplimiiOtU Cu lus uicucdos rcgiuriacds en 
materia du complemrcnitaci(~n econdmikaBS VIABEDCMN 
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La in:!jraci6n e(icivnte de Guwcmla en l aecccr.r-ni mui'd.H, 0. LrqI cord-UC6n 
r.ecesatia paa clevir la etcicnein dcl slitera ecor.t.i,co y ac~erar el crCreoy 
%dearrol~oscc~al. Pcr ,o tanto, ie necesita avanzar en la cr c6r, de. condicione 
admLladJ pum.a q .c la tc ncma dal pafij pueda cam,-:ir e.xitosamicnta Cii dl me rcldo, 

c:r'opromov~cmlo mayorQ, r-' 'os de corrpete,16a ifte-nA. En rniceria do~ 
intcgraci~in relinmia cciltroamu 4 SC COntinuai irpulsando mmlyort.s mra.!cs (,.d
:n,coricii'm eccn6rnica y sciiIa, cEorn() rnc~o para e'var h~ nrFtcY(i de I.,ri j 

y coma inscrumcnto fort,-,2ccer y pcdedr de na%1 - dpara In presencia :i~~ci,6n 
CcntroamAr~ca en cl rnundo. 

En cuanto a las vnyrsionei prii'adas 4stas ckbtn con',emcirse ccn Ci motor del 
crecimento econo'mico y de In mcdernizaci6n rrcduwva, por lo quo e crearan las 
condiciones adimcuidas para que 105 invcr~iunistas pucJlin tomir decisonei de invecln 
a forgo plnzo. Para esto .-s necesarno promover !a:srahiidJnJ ec:n~mi.4,, regIls dvc juego 
c!aris yestabe5, aflarzar la p'z social, mejorarel 11,rcojurdicr, girnimzar los de'rcihos 
de propied:,d. simpificar Ics, procedimientoi y regoilaciorcs para lu inscripciem je nucvp 
firmnns, tllexibilzar la autorizaci~n da permisos dd t~nbao vestadia ucvc~njeros kormulnr 
bases para estudiar [a reforma del sistema riancitro nacional con el tin dd jirorrover el 
a'iorro, lac~SiSnaC14n rCCUES3 2.1 Ul SeIn dd Y UflpliUr dCc:C3U URdiU. Jdacj 
atenci6n especial a[ fornento ydesarrollo turistico. 

La palifia de Inverilones pt~hiicas y gasto sacal debe jupar vn papel central ani 
la estrategia ecanmica ysocial del Gobierno. Las inversiones p'~blicas yel gasto social 
buscan aumentar [a capacidad productiva y posibilitar asf, un mayor crecimiento 

combate decidido y erectivo a la pobreza. En *tal sanddo, el incentivo efectivo de la 
formaci6n do capital rijo y la ampliacifn ymejoramlento de la infraestruc-mra b~sica do 
apoyo a las actividades oroductivai, pot una parte, y el aumvito do la capzcidad 
productiva, mediante [a (ormacidn do capital humano yel ac.-esu a activos e insurnos 
clwicrs (cr~dito, extunsic~, tierra, viviendn, vnpitil fIjm, etc,), 3if como la me~ura y 
nmpliaci~5n de. los scrvicios p(~biicos esenciales, por la utril, son los pilares do 'a estracegia 
de inversion ygansto ;ocial. Lz rormaci6n de capital humano exige una estratesia, integral 

de ,co p~iliIco en educacien y cacptciticiC'n pim e&tri~hjn, s",61ud, alirr.,ntacic~n y 
nutrici~n, yen el mejornmiento de lus scriU at: previsic'f y ais5eOfcia i'il 

La ijcci6a eticiente yoportunn de lui p:n-rarmais p'~liuus serl decisvn par el 
:cgro do 1w~ Ojctivos de desarroilo del pa's. Un faclor determinminte de Iii cnpacidntd do 

e.tuicu 
afectan ncygtivnmccite la ejeccion do: los progrutrna. y lii prebtaci~n de los sery.icios, la 

L: ccuciin zi l a instiuciconail i.Aue J'Illic. .i n este eipu 

BEST AVAILABLE DOCUMENT 
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prcyectos, as( ccma In idqusIti~n tci Gnanclurmitnto ricesar a y orot-n Tc'do cito 

ycomnbacir efet~virnte la pohrcza. 

1~For ctil, la supreM1ici de. los 'ci.eI05 do twJ ' 	 it ~ UrpIIZL.y 

p:d;xd:'grnl Je.Lt ':~ 2: irv.eri6n ecl Gcb;,,ro- Cri tAl pcdp, Mt0, tnst. tqi 
(cdcs los sectorel it; prornovcrin yagilizarin reform. s i(nscitucionies qua: (i) elimiren 
[a Juplicaci~ri de o~liIL~ y ictivi±l&.- y clut i-enii ur'.i niyur 

C wnraliz~dfl de Ins decis'0fles en c,.n',o a pcrsoraf, asi' como a l a;:aiCry 

e~ecucin del presupuesto; (ii) mejuren los sisternas de evnlu~icidn, con :o y wora 
n stU cirgo ha ciecuci~n(Iii) tl'.cl,cle a coordinacic'n encre entidides e cnctaes que f1ienen 

e ejuudin di-. E'cdo; (v)aumnew~erde la inycrs-,6n pt'blika; (vI)amnplien la cupu1~dad 
Inparcicipaci6n de Ta~i comnunidaidt.s en h~ plan iici'5n, op,.r-wicin, M.ncrinmie.nto y 
inanciamen'to de Ta infraestru.ctura social; y(vi) aiiTken 103 prao-edirnionLOi de comprns 

y contrataccOreC. A nivel da Gohierno Cen,.ral sis praover~n acciones pVira
dscentralzar y desconcentrar los servicios pCblicos, y para fortalecer a capaicidad 

gerencial do los gobierrnos municipalos As como pra -earpanizzir yrortale:er lcs .sit~emas 
do planiticacidn de las inversioaos pi~bicas, de preinversl6n, y de administraci~n de. la 

cooperaci6n incernacional ast( coma del sistemna de control y woguirr [onto do proyecto3. 

En este sentidop i3 importante avanzar en la descentralizaci5n do la 

responsabilidad ejocutiva pre'supuoestaria yposibilitar la participaci6ci del sector peivado 
la ejecucicn do Ins proyectoq, ya sea a trav~s do conttataci~n directa1 de una mayoren 

Otro pilar en la ostrategia de coenbate a la pobroze consisto en mijorar la 
do 10S tecursos macionales ecapacidad do ejecuci6ti, y por lo tanto do absorcidfl 

las terormras adm~nstrativas einternaciona!es, para lo cual so deben impukar 
servicios sociaics yiu dtectivai d cintrulizaci~a. A-njI.c so jprcvins~~d !cc~'~cs 

imicar a cortri phnpn mI medidus, correosofdieflCes, si. impactol se santir'in s6Ioa 

rntdianu plazo. En vista do lit erneroecia dk: ll:wLir at la publuC:6n con !os L'rioi 

~ cd~~i~fly dtj jalud, ic prc%t.,,Iii iirdiuse 
re tor-ms instituclonalc3 en ptoceins priocit~ario. 

- ROYE.CTOS, ~iC[AMNIIENTO Y ACCc~iNE.,E.ElALES__Ill. 

El Programna do Inversidn del Gubierno Cuntral a sir ejocutado ocn los pr~ximo. 

1.90 	 dia~comnprnde un tutzil d. 41.1pruycctus cun un inu.'itu as~gnado de Q.Lt[1".0
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rnior.es1 dt 'cs cuj.!es a.797.5 millones ser:'in ! .:s con rilt HerruS yel resto 
Q.322.6 ir,;::ores ser~ln linanciiidos con rec-ursoi exvrnoi. 

Tal I i:,7o se. exprea en Jas crenpacions Ce rn,,-.iJas ncc n i,1re!hcj~ del 
Acuerdo Sacnal !os ectorics priorituios y prii tii(Ics con ti m-iycr volumcn (! 
inrcrsi6n sciTransporte, Vivienda y Ofarol (cy tcar!ecimiento municrnMl con 

S C ~ Salkd, X\~ua y Sjnvame:rA, beoI EJu.c.'qj y $Cburij~tj 
[,-,.-erna con el 77.5% (ver cuadro 1), 

Es im rtrtt resaltur que 0.133.3 mnUoncs d comprenilc ti 11%0 de ki 

in~ersi~ri tctal que est~m siefldo asignadoi a los Forcas OrieflIad0 al dcsarrolVo do la 
pobtaci6n d- !as d1rea. del paf.S m.13 deprimds tares com~ el FIS, :1 Fondo de 
solidark'dd rara el de.snrroIlo comunitario, FQNAPAZ... 

La stuaci~n descrita cn los pdrrrffus anteriures id refleja ig.Malnwt enr dl jilis;3 
de, la irers&~ del GObierno Central nive1 in.ititucional fesaitanda e i ;eso de la 
asignaci6n ddi Nfiflisw'io do Fiflafzas por la inclusi~rl de !amiyot parte do los fondcs 
ya mencioflados. 

Es importante indicar que los proyectos a set -jecutados dentra del Plan do los 
130 di'a esti orientados fundamentaln'ente a la reducci('n de 'a pobreza asi comno a Ta 
seguridad ciudnadana. 

A cotitinuac[6n se incluye los cuadros sincesis de Ta irversi6n -.4c Gabferno' 
Ce ntral. 

BEST AVAILABLE DOCUMENT 



Cuadro No. 2 

INVERSION CEL GO01ER,'IO CGPITRAL 
PLAN QE LOS Ido DIAS 

-. Ifiv - Yin I 

;t C C.,E, ;o doProydc¢t,:s ,, a':.' Ju I -O c "-- 'r;e,.
F r 

mdel 
.: o , 

1_______-__ I-.!,, a -_..,r,' 

TOTAL 4"7 1t. 75, 

Prgs;,ar'ciada Repc!lca 107623 2.695 104 p1 

Mn:sterio d3: 

,=,-ec'onas EAtercres 7 1,43a 13 o 

Cefeansa ,'1acional 2 13,155 13,155 01 

Finanzas Pibllcas 9 329.201 302,387 u, 26,J34 

Educac:6n 10. 43,149 45,149 1 0., 

Salud PCblica y A. S. 7 100,785 40,357 80,4281 

A G. y A. 35 dO 58 12. ,% 4a 291 

Comuricaciane$, T.y 0. P. 258, 34 529 327 559 58970! 

neril, Minds is 2.&32 2832 0 
., / 2 t ..5 . 

C- sarrcllo Urbario y Rural 18 47,741 20.450 27.291 

Contraloda General do Cuentas 23 7,526 7,526 0 

/ :~cly. Q. '20,V.q3.0 Aparti Constitucionai 

2/ Incluye 0. 22,155.0 Apo~r, Con,,tuciornl BEST AVAILABLE DOCUMENT 
3/ ln¢!uye Q. 10,918.0 Aporte Constituional 

V/ 



Cuadro 111o. I 

PUN~ CE LOS IM0 CIA32 
kEi '"I'laS Cai @U 5 

.No Co A5.gr3C.ZM1 Tan~ Co 
s -=c7-1A pcyqc*0 .. 3 d rar ;;rpo'-Clc 

70OFAL 4117 l 1.1!4 7___27 

,Krh 4mI . Cana s ~ 141f 34'v eZtG. Jd ~ 

* f~SI7 ~~2ra4 d144 1 

irarcato 27 12.834 0922,84.21 

'V:v@~aj/ aslrrc;!o S230 267 !Oi .' .ca~ 

M..- ata .4M'r:carburcs 2 53 

A~'ca41 e4C87 13011 51 C76; 

Iti.sti yC~rco2 4S2 452 0. 

alrco~ 29a.323 224,10? 722181 

~C~m~.Ie~a~cr~i14 1 893 .3 

~oria9 .S70 1.570 al 

ltiR"/~ SC-.IaI 7 3,50(0 M3CC 

uc~n~JurCr'~ay 11 20,722 1C3,103 it 1? i84l 

;::ri :e l~lan~ad;ara ,-ducacildn 

Ps 50000a 0 s0.coo. 

2I.5aa 0 21 d-;: 

Fo~v214V.56 a 21.d581 

Famdo do ,caridsd pana al 
dnovoio om~~tatO g13,034 T1 034 

1/ ~c~~q Apo(,* Consluclor.I htrirt0.I .CCO 0 
2j it'cii..ys 0. 374.250.() Aparts Cat'slitu~clonal BEST AVAILABLE DOI,umLINR
 
3/ Imckuyq 0. 40.731 .0 Apartc CcrnsUhtkcl0aIa ,6 (
 

http:Fo~v214V.56
http:0922,84.21
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ACCIONES ESTRA7EGIA 1I'LUTICA 

6 	 Ercorerd~r a 13 Comkien Presid.-nciaI d..- Dercchcs Fltirn~irci (COPCREDEF() 
la c&j-orc:n ck: u p!jn de ac,:6n pr 1i tihservar'.:t y vit' dc I 
cerec-os I-.m~s .ti 13s rt.owevrd aivtrs dc I"~~oA~.cia.do dfl c 

de Saciones ljnidas en esa materia.
 

* 	 Rd~Uziar estudios y consultas en rclI,:i6n w%inFondo Nacion~i Inrgenn. [nvr 
31 Con ' rcso de !aRep fici para la pronta ritfkEaci6n Cel Ckmheniu d I 
0OIT. 

I 	 Garantiznr cl resr~cto a la 1Id:crtad de emiid e.- pcrsvrn~enti. 

a 	 Estudiir ki fcorrn.ic:6n de un Consejo de SeouriJ~d Ciud:.d".in ccn mW 
representac"Th. 

3 	 E2fectuar la depuraci~n 'Ic 13s n6minas do !as Flerzzs Ce Seguridad Civil, 

0 	 FeffecclonaC los mccanisrnos de scecci6n del pers~nal de fa Policia Sacional. 

a 	 Solicitar al Congreso [a pronta aprobaci6n do fa rjtcoa Ley Orldnica c la oca 
Nacional. Preparar Jos regiamentos respectivos. 

* 	 Iniciar acclones para la capacitaci6n dr. Jos a-;entes de 1I2 Pclicra Nacional y la 

* 	 niciat la articulacidn da las accionos y'recursos do las dtstintas po!Ecias bajo fa 
coordinacidr' del Mfinisterio de riobernac.6n. 

I 	 Pre.,entar al Congreso la iniciutiva para act;' -r , LUy JReucahidesy 
modernizar la Ley d10 Probidid, 

su estructura administrativa y sus ticc~tnijrros opcrativos. 

0 Divulgar el principio de quo mingn funckunario o cmplcado p~b~lico esta obligado 
a cumrplir 6rdenes ilcpalrs. 

Lrhnno, y Ruril 'medinnte 1;1'a 	 Rcaictivnr ei Sistema dc Consecm dt: Dearrollo 
de su 	 rorwe ntanitc en los Citercntcs nivctmiconvojcatoria parn designia 

0 Activir un Progran do Scguridad Clud''n-,'BEST AVAILABLE DOCUM[Nr 

ubCrnirmic"' D~Pr-	 ' Mai 

http:riobernac.6n
http:Ciud:.d".in
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Ara:z2 y establecer los mnec3inncs d.e in-!rr-elac-*.6 entr* el Sis:cmna de 
Coeise~cs de DesarroIlco y tcoi Coamitis Loca~er. 

11 	 Apcyir 'a [rstancia S'icional del Corsenso, a paccir Ce su rcpi Jcn'd (.!t 
perquj!',dad *urUiC3, para [a discus;6n y 5"22 d S( UC;Cmds a !os prcb!erns 
nacicr21d3. 

a 	 Ex.,orara la tnstancia M.acional del Conseriso. para 'a iitcgraci6n Je atrn%grupcs 

repesentativo, en proyeccikn a otros 6rirbiiu tvrrtoriaes Cc la Rep~ibl;t .. 

0 

* 	 Revisar Iaestructura yfunciones ycaliricar el pe.-sonal evstente en lzs Embaj.~dns 
g:CemCl5 acreditadas en el exterior, ail( -amo en la Cincilcrfa. 

9 Eitab!.-cer prioridaies y lineamnientos claros de ncci6n pa-a cada LflO de 121 

Ermbajadas de acuerdo a su ubicacidn geopo'itica. 

Iniciar Ics estudics para establecer la carrera dip!amllica. 

.1 E.)tb:ecer un sistemna adecuado de in~orniacic~n hacia -las. Embajadas 

£uatemnaltecas en el extra njero, especialrrente en mate.-!a de Derechos Hunmanos. 

I Crear !os Consejos Consultivos MN.inisteriales. 

9 Fstablecer un mecanismo intatinstitucional Je coord'naci6n de la cocceracidn 
interriacionaI entre lijI M'inisterius de Finunzas N'blicas, Relaciories Exteriores y 
ia Seeretarfa General de Planificaci6n E.-ondmica. 

ACCIONES ESTRATEGIA SOCIAL 

De-carrolloRa~ n 

3(niciar li ,:j4:cuIcif d4:1 Fund' de Dvmtroll RQ cna, acarg'u de los ConseJus Lie 
Desarrollo, para la recilizaciOn do m~s de 410 cbras dc.nandadas por la pcbIlicii~n 
en mitetia d3 salud, educaci6n ycaftnuricuciones. 

* 	 Cannlivir los Fondos Socilis en coordi.naci~n con 105 Conselos de Dcsarrollo. 

'a 	 U pramovccl una distrMiU~krFm.WirV~us( Jdc Ius Mversibrii's Oi~icas' a liiveI
 

territurtia, a partir del Presupucsto de Egresi do19l94.
 

BEST 	AVAILABLE DOCUMENT 
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Cccrd, ry compr.:tr ccn 1, runcp di~~ rinzncinv,'ewo de p-c;rjmnsI 	

aia duzmC~i, de seviciai p,'b:cus rruI:d;0.yobris udastinzidu 

Ed UCcc 6 

Para cl7 	 'j i ;lS1Jlcs dcb,:n ubrir Ic's j:f',,ctcsi,) *~juit 15 

relatvos ahaccr et'cctivo ci nporte consctitucional a CONALFA, el proyo a es,-,mrns 
ncvd('-clts edvJuatvcs rar cIP LiC y 1,exdib.i, mci ~ tlijiTK cv; 

la nioa),ccrnpartido, prcgrama3 cstilLdus a poblacdiuncs prioricariai (Le. tducaci6n 11ec 
pronta derlici6n de la estructura y funiones dc 1las dcn~em~cicas del MNEOUC, I., 
revk.i6n y fdcr ecimiento de los prcgrammi de npoyu a la edu,7.rI6in y la reactivucit~n da 
fas negaciaciorncs con Ins diversas fuentes de cooperici')n intwra.ia-al, en csr,!cjjjl eI 
prograrma sectorial del BID. 

I 	 Se hard una revisifn dcl prcyecto de reglarrento de la Ley de E'Juca--in N.'cional 
para definir la reorganizaci~rm t~cnica y admiai~tra:iva del Nlinis~etio de Educaci6n 
en sus unidlades prioritarins. 

Se harl una evaluaci6n de modniidladcs curriculires 	irsncvadoras, participativas* 
y flexibks para su frtealecimicrnto. 

0 	 Se iniciarl la puesta en marcha del sistemna nacfonal de capaciaci~r1 permanente 
eip Im re','ritni )'urrr'i del 'dINEDJC 

* 	 Se claborarS un inventarlo de recursos a infracstructuCr1 risica con el objetivo de 
identificar, en coordinaci6n con diversos sectores, Ins toccn~dades prioritarias para 
la ampliaci6n de cobertura educativa. 

3Se harl operativa, cl Fundo Nucional pairn la Educuikn Rural Cormrkicaiva. 

Se cvailuarim los prograns de iayo del NMinisterio 	de Educaci~n.* 

*Se inidardn una profcsionalizaci6n y c.tpacitaci6fl dl personal : cnjco. 
aidmiuisteativo cie las Direcclones rAegicnal-ts y Departarnentales y de, 133 
Supervisiones Educativai. 

0 Se 	 weminnrl la reparnci( n ymintenimiento de edircioseicolares prcgrnmados 

0 So fortalecerdri la Educaci~n arnbient-l la 	 Cducaci~fl pnra el trnbnjo y la 

rivceks Ymcadulidades cducativas.Educui~n en Decchas I lumunos vn tudci 'u 

rMIAILABLE DOCUMENT 
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* 	 Sg es-,becerinl loIs rrcc3flisrrs que '~:aCwordina~ci(het, ias 
tir ainst;tucicncs q~e, fntejrin ci sector y se eirl"I 

oFranf de lc'i tervicics, 12s czjracer'stic-2s del pcrsoial y la construcci~n y 
equip~mento der~c 

Is cle !o qe,: hu:1,-,o eIirni-ir Y k~ 'd q.* 	 Se recr-miznr~inlo- istemnn 

ento-Fcenf su oportuna y pmanta prestac.i
 

qe b- S~nri re.,onalizir if,*cioralmentd la rid de ser'viCios y ' t'cztr Lt 

investigaci6n eni el sector. 

Aa 	 Patab'e y S n~n to-BACca 

0 	 Se ini~iarl un reordenamiento profundo del sector, (orta~ccendo la pl3Mif'Cac,'6n 
~a ina 	descentraliznei~n rcuil de lasy cowdinaciuc do sus proyectos, tendiendu 

n la ejecuci~n y opcraci~n de los sisternus do agua y en losres pans abilidadc 

servicios de saneamniento, ambiental a nivel lucal.
 

0 	 So definirl y coordinard la politica hi'drica del pars1 en '0 que con.cierri a la 

resulaci~n del usa, conservaci~n yprotecci6n del recurso agua yguinrl.el proceso 

do regstructuraci~n dcI sector. 

rm~ del servicio de a~ua potable ysanear~ento.0 	 Arnpliar la cobetura de 

9 	 Increrrento do servicios de alcantarillado, drenale y ',etrinizaci~n, as[ c:)mo el 

manelo do desechos sblidos. 

& 	 lncromeltC) de las accionesde coardinacift municipal can empresas privadas para 
de 	los scrv'cias dequte se dedliquen en formna integri ul mcjo y matnmct 


agul putable y saneariento ainbiental.
 

I 	 A,.iti'7.r oS tritmitcs porn 1,1 futconi7.ici(leid marco leg.'l para el n.pro%lch,, mi~ento 

caciuaii. del recurso 3gua (Ley de nau.,s). 

MVedin Amicnt 

par,, 1;j protcci6n y',fcjorumi(:nt dt;l Nedu A.1binte,. se plicarin con mayor 

severidad icciones para el cumplimiento do I;, ley y a mejorat la gcsti6n imbientaI, 
de Encrgia y Llylnij, Cumutilcaekci,con Njinistvt~riscoordinando 1cciones 103 

Transpactes yObras P01blca.13 Agrlculturu, Gnnstd~r,.a yAllmeflt'ci~fl, Desarrollo Urbano 

BEST 	AVAILABLE DOCUMENT 
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y Rural, CONAMA y CONAP, Se estah'-cer~n rrec,,ii.rrcs p-ira reror~nr las pol~l'tcils 
~e~rb~n~ydesirro~o en lo rprc-rarm..S y prQ,e,.!cs e lus d>&iefscs r 

inst tarntn 
adr~.;~ravOde CONAN'WA y CONAP con el tin e qu~i C sarrwl!n itn rI 

real yeectivO en el seguimnie nco at cumpli.nier to de !eyem reg'arrentos y norma 

* Se' ic:.Ai a eorgnzciun y 	 ~t-,'j;,nn, tcnka corn~o 

coofdinaci5n intersw~orial adecuada. 

k~ins lq~es, re~1.Q-toi 
y nor-mas exiteflte en pro de In protecci6n de.l medio amnbiente, en especial 
asrpectos vinculados con normitivns tales coma la lay forcitnl1 y to's estudios de 
impacto ambiental. 

v 	 Ela',orae c.tud'os para evluar la :ip1,cnbt1'dd y J~ct 

Dist~ar un Programna Nacional de Educaci~h armbientn1, con In,pirti.cip.-cj('n del0 
Sector Privado, ONG's y Ins orgnnizaciones corn'jnitarias y gestionar su inclusi~n 
en el Presupueito de 1994. 

1) 	 Preparat en courdinaw.tCn con di~ersos soctores, una estratc~gia naconal de
 

ambiente y desarrollo.
 

a nivel prinariki v media, el comiponente,0 	 Fortalecer en Io3 pcnsum, do estudios 
la natutolela, int.-Sral y global de la problemntlcaambiental, entatiitindo on 


ambiental y sus, consecuencias ecol~glcas ysociale9S.
 

0 	 Promocidn internacional pura el apoyo y meoaraitto do la Sestidn ambiental. 

F~n rclaci6n aInVivienda, so derinir/a InPoIlica Ocneral,. So estard tonlando en 

c'-,erma el haloitat natural ysocial de las familins para mejorar sus cofldicio:nes do vida e 

iniciar 	In,ceducn do manera signiicativfl los d6ficit habitacicflal dando rrior*dada lo.

tambi~n es imjpoetante renilizar una rtvisin y:;uc'6n del FOOLJAVI yde lu LJL1dUd 

Ejecutora dd ('royectos do lutes con servicminVi nciodo put el BID. 

Alimemii.ci6fl g LNutriciA 

rrca 	 ti -c poblaci6m, soPurn enfreoitar-la 
citarAn realizado acciones parn poner en mnrchai el Sistomfl Naciomal do Alimenvicl6n
 

= Ibuia integra( acciones dcl sector 176blicu,
y Nutrici~i%(SiNAt N), cun ei cuul 
Cahiz 	 igfejar quom se estarin reforzandoorlamizaciofes, empnesaflle$ Ycomnunidad~m1 


BEST ANABLE DOCUMENT
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-.c Cohrmi
Lis aci:Hd:'&S relc:OflIld3S con In fortjCiriimfl i l ccntrol -rentrm. 

en este cimpa, Ila deCc.n dcd %1'. de UOI:c~luuJ, tr.-IpIror
pjrt~cju!at impor-ancla 
y entrega 'd z.ren(Cs dcradcs a trav~s do prcgrami y prl-ectos iobre aidtos por 

N Ono.Uf~ti!, comedores infaintietS y y d~~~hCl~trroor11tribiao, avx;c6n m.: 
y la familia. 

It Aprc .ir y pn,!r en mr~lr cl Sktvrm Nfic~oml e. t~in;' 

SNAN, con al fin primurdiil de inicinr accores icocrdinad~is 6: Ins instit~ciords 
el Settor. I'rivado y CNG.del Sdtcr Nibico, con el apoyc 

-.1S'IA.N en 1994,a Ehibcrar la programaci6fl de actividades y presiupuet0 pa 

de proyectcs dic enfcqi.C mult'swctrial pra e'ecuchn en 1994,
 

y elatcrac&C 

* Pfr-3r3ar prOpueCsta pa programac:66n. rc;uerirriefltoi, tranirlrte y distribucin 
a la pcblucnde alimnftcs, donad'js ya scan nacionales a ddf :xttriot, oreflndos 

e~pecificas y en bas~e a'
pobce y extremadumente pobre em ccrmuniides 

alimentos pur tralvjo, atenci~m materno infaritil,mcdald.des tales comno: 

comedores infantiles yescolares yotras.
 

de esfuerzos que no seria escatimados,La atenci6n del nio y la famnilia requite 
ya quoel bienestar de la familia redunda en el bienestar del ni~o. Par tal motivo el papel 

de la familia es docisivo en las acciones de desarrollo del pais. Ast entarces dentro do 
sector pubtico estnrun crientauas a t:urtaiecer los progrumas

ics prox~mnos i.zu cas as ac 
Ics proye.tOS do hCgjarei comunitarios do

de atenci~n del ni~io, principalmente en 
cuidado diario, buscando accIlms do upoyo relacicna.dai con hogares do medic tie mpo 

juve nil, divulgaci6n.
para ni~as de edad pre-cscotar y Msolar, promoci6n yorpanizaci 6 m, 

promoci~fl yprotecci6n do los derechos del nine, recreacidfl intracormufitaria, promnocdn 

de Iamujer, apoyn al desarrollo camunitario ypxcduccu6n de. .limmnos 
y orgaliza.ciOj

fortica dos.
 

Y F.fr'zcr~,-tmn"':f sc estartnm ef~ctuando ac~iorx, d,; r"n~a 

el progna .ud~ aviudas yhuirf'ancs YduO program.3 tic awrni(n del, nirfo de
atecfli~I 

ei in de reestructurar tdcnica y
la calle. Ademnis so estaii realizanda accioncs con 
administrativam~eflto la secretar(a do Beneshar Sociul ybuicar su efectivi coordinaci6n 

con los otros programas do promociOn yasistencla social del sector pC~lico y privado. 

Ocntra-de escg componente de. ItenlcIOnIII nuio y la f(inil'a, cobra particular 
tal sentido sa 

importancia lo relaciona~do en la promociU1 de hi lactancia materna, en 
quo. permitan fortaIeceS Ij Ccnfl~i.~n Nucloc'cal de lai Pramwzi~n dek 

efectuarian acii~oflC 
la Lactancin MatorcmuCONAPLAN-.
 

OL6IiAVkILA6LE DUUMEN
 

Projri1n3 CuberriamcnLt IP,) Olas 

Replc. M3Pmiri.tJc 1iQ3 
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Cn 	tv.-i'I -%641i Iti(Tl2 a-pto , 4Jar& t 1 r-,n ~ n 

d-- Atenc6i deI N;6o en os Hogares Comun~u:'rs de Cu Jido 01160c, lai Atn6 dc 
Viudas y Hu 1ino-s VWctirnI del conflic-o vrrnado yIZA,,-c: n dil N;.o Ce ajC1-

En 	a~cyo a lis acciones y est tegis scciles se harS operativo el Fonda cl 

ACCIQNES ESTRATEG(A ECON'OMICA 

I 	 Tenrrmcs un compromko con el prccsa do rrodernizaci6n con~mica pamn lo, 
cual en el pcrfodo dc osQ$1 dias sos reafizar~n las iifltes accianei: 

a So respetardn los acuerdos y convenios multiI3Cerates y bilatcra!es de 
inarnciamieflto externo. 

0 	 Se apoyarin las acciones do inpoilica monetaria en sus esruerzos para preservar 
la es:abilidad macro econ~mica sin comprarneter el crecimiento. 

Campo 117cALh 

I Campa~.a do incentivaci~n del pago do irripuestos para contribuir al cumplimiento 
del 	Programa do Inversi6ri Mika ySasto social. 

* 	 Pragrarna de facilitacidn do cumplirnientO tributario y procediniientos 

fortzilecimliento los programas do iscalizacidn ycontrol de la morosidad. 

Prescntar in iniciativa do InLey del rmpesto Territoriai.a 

Cuiitiituar la rctornia estru;;tural utki Sii:ma Adujnecru. 

* 	 organizaci6n -rcaiizaci6n do la R~.nidn del Gruro Consulivo para la Sestidn 
de recursos frescos pars ci programa, de Inverines P6blicas. 

Is 	Culmimnr las regocIIiaclneA hiiaterole.i poigrfires al Acue~rdo ccncil Club do 
Paris. 

JEST AVAILABLE DOCUMENT 
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* 	 Analizar [a estructura y apoy~ir la ejecuci~n del GaSto PC~ica dekl 2do, Surcstre

de 1593, atenditncdo 1,13 priaridides de ap~a !a reducc'dn d~e [a pobreza y
segu~ridad ciudaidana. 

p eparmr prtlpLCe(, de revisi(rI del ruiJCCO rofrrm ioo, r0l'at:.,)Q nCC ),C1 ti 
ngiizar, racioniizar y hacer transparentc el gasto p~b-ico. 

* 	 E~a oraciu'n de un cronogruma (irlanciero mersual p~ri wrerider la dt.*uda 
floctnce y las priorklades de gasto pu'blico . 

0 	 ricj;.rci.n dc riarnc' opcrcm;voa e~iA~a F.,sa 129-A. buis.and ,)rJ'.,* 1,4
acciones para reducir la pohreza. 

CormCornt; Corrercial: 

a 	 Refurmular los programas de npoyo a las exportaciones en el marco e 
CONVAEX 

* Apertura de la ventanilla dnica para las inver-siones, 

& Pomer eni marcha la oficina de informacidn a!consumilor. 

* 	 Cantinuar con la negociaci6n de mcuerdos de complemestaci6ri econ6mica con 

* 	 Agilizzr los trimites parn la consolidacid5n de la integracl6n ecom6nica 
centroamericana. 

9 fniciar el proceio de desregufacidn del sNtemn econ6rnico. 

Nfrdemrizigi~n Intitucioan 

Iniir el fortalecimiento de li corcinaciem untussccorial a nivcl rellional,
descentralizando las unidades Seclria10 dC plunificaci6n. 

* 	 Estudiar los mecanismo s para viabilizar la glaborac6n tegionni del presupuesto
anual de fa Nncidn. 

* 	 Ejecuar programas ck: capacitci~in para nulorid-ades yempleados municipalis 

BEST 	AVAILABLE DOCUMENT 


