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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 Regquested

Your approvcl 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 fraced financial
challenges including a burdensome external debt service payment
schedule and implementation of an Emergency 180 Day Plan for
poverty alleviation. 1In 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
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which would have been usecd 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 resolutinn 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.1 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 i~ an
important issue and that it would have to begin to service 1ew
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.

! 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 throuagh 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 Drugq 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.



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

Oon 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 1in
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 Leon 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
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. The election
of De Ledn Carpio, the popular former Human Rights Ombudsman,
raised the expectatlons 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 prlnc1pally 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
obllgatlons 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 Leén Carpio government appealed to the Friends of Guatemala
donor group for fast- dlsbur51ng 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 Ledn 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
Guatemala, help the GOG in meeting its emergency short term
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
administration as it works to consolidate and preserve the
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.



IT. POLITICAL CONTEXT

The autvgolpe, 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 Guatemalan history
underestimated the strength and breadth of grassroots opposition to
Serrano's actions.

This conflict is at the heart of De Ledn 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 sa2gments of the security forces on human rights issues, was
assauged. De Ledn Carpio did not have timc¢ 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 Leon 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 rno control. Shortly after assuming the Presidency, De
Ledn Carpio identified the same root causes for his difficulties in
moving forward with his program of government. Starting in August,
De Ledn 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 Leon 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

grcundswell 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 Leon 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 Ledn 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, o5n this progress rides the faith
of Guatemala's citizens in the d2mocratic 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-- 3ind 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 Dbarriers 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 Cerezoc 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,
dereqgulation 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.

e
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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 Ad-justment, 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). Monetheless,
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 1led 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 gcvernment
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% 1in 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 felli 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 tg 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 Agreements 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 dlsagreements focu51ng
mainly on banklng 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 1loan 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 guantitative 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
env1saged 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.

L
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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) 1initiation 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
whlch released the first USD 48 million.

' The ESF Programustatus

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

- 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 1liberalization 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 requlatory 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
Again, April-May 1993
[ ]

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 Crigis 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 USN 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 ir 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 weekd, 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.

ZIN
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Also, the events further Jjeopardized 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 Ledn 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 revenue could not have happened at a worse time for the new
government.

A. The New Priorities of the De Ledn 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 marglnal
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 451 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 1is 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. 1In 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 Ledn Carpio made a strong speech in support
of responsible economic policies Octobker 11. In that economic
message, De Ledn 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 least
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-
cwned enterprises;

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

- 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 mllllon
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, the 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
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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.

Oon 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 preseinted 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 missing 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
implemen:-ation 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/Guatemala on estimating the 1993 financing gap
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yielded a GOG working document entitled "Guatemala: Programa
Financiero 1993-1994". In that document, the 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 available and requlred
resources (whefher at levels consistent with Usu 120 million
financing gap in 1993 and/or external f1nanc1ng 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 banklng
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 Ledn Carpio government is currently
facing political constraints and a short-term fiscal constraint.
The failure to alleviate the fiscal constraint could have serious
detrimental 1mpact on the medium term financial stability of
Guatemala. There is strong likelihood that if the financing gaps
are not closed by non- 1nflat10nary means, the fiscal problem might
spill over into more serious medium-term problems in the monetary
and balance of payments sectors. The failure tou 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 hlghest
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

F14
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objeétives:

1) to show U.s. Government support for the
strengthening of democracy in Guatemala, and for
the De Leon 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 1nclude 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 expectatlons and the continued
fragility of the De Ledn 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 Leon
Carpio government is rendered ineffectual, the economic
consequences, not to mention the political and social ones, would
be grave.

If De Ledn Carpio does not succeed 1in getting the
country's economic program back on track and progre551ng 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 take the appropriate fiscal reform
measures now would seriously limit the GOG's ability to control
fiscal pressures in 1994 and beyond Morec rer, 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 Ledn 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 ipnvestment 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 Nacion will issue a Disposicion del
Ministerio Publico to name a Tax Trosecutor (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 Emergencla para el Aumento en 1la
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 ex1st1ng 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 be ‘able to successfully implement the
1994 Shadow Program and successfully develop and negotlate 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

-y
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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 build upon the progress achieved under the
USAID/Guatemala Fiscal Administration Project which 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 Leon 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 Iis
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 1issues of fiscal reform and fiscal
administration. The conditionality for this ESF program is
directly and strictly 1linked 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 Aag.

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 result 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.

;)L/
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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 Progqram 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 1local 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.

3¢
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Table 1
Household Inceme Distribution
Guate.cla: 1991

{ncome Level® {nccme Distribution
t1-st {ecite i.Z
€zcnd Dazila 2
Third Declle 2.7
Feurth Decile 3.4
Fitth Ceciie 6.3
Sixth Decile S.4
Seventh e 7.
Eighth ¢ [ 9.8
Ninth Decile 14.8
Tenth Declle 49.2
Togal 100.0

Source: National Institute of Statistic

BEST AVAILABLE DOCUMENT
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Table 2
Open Market Crerations of the Bank of Guatemala
¢In Millions of Quetzals)

Year
1993
1990 1691 1992 Sep 16
Stocks
fotal 1299.5 2545.7 1521.1 2769.8
Public Sector 0.0 0.0 4.9 1136.4
Private Banks 1/ 875.8 1558.9 962.8 263.1
Non-Bank Private Sector 423.7 984.8 $33.4 1390.3%
Change Over December
Total 1266.2 -1024.6 1248.7
Public Secter 0.0 .9 1091.5
Private Banks 1/ 663.1 -616.1 -699.7
Non-flank Private Seeter $63.1 -453.4 8%6.9

1/ Includes purchases through aucticns .

Source: Bank of Guatemala
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1990

1991

1992

1993

Table 3
CChSLVER PRICE INDEX

GUATEMALA CITY
(March-April 1983 = 100)

Monthly 12-Konth Annual
Change Accumulated

March
June
Sep
Oec

March
June
Sep
Dec

March
June
Sep
Oec

Mar
Jun

Sep

283.3
3235
358.7
£19.9

4341
8.6
453.1
€62.0

7.7
488.7
503.8
527.7

$35.2
559.0
$71.2

3.0 5.7 7.9
3.7 39.8 2341
6.1 51.4 36.%
8.3 5.8 59.8
0.1 §3.1 1.4
0.9 38.7 6.8
-0.7 26.3 7.9
1.4 10.0 10.0
1.9 10.0 3.6
0.8 8.9 5.8
0.7 11.2 9.0
2.2 16.2 16.2
0.7 12.0 1.6
2.4 5.4 5.9
<0.6 13.4 8.2

Source: Natfonal Institute of Statistics (INE)

.BEST AVAILABLE DOCUMENT



Teble 4 BEST AVAILABLE DOCUMENT

operations of the Central Goversment
(ln millions of Quetzals)

Janvary - July

1950 1991 1692 1992 1903

Reveruss 2,712.6 &,296.6 5,762.8 3,269.0 3,348.4
Tax 2,360.2 3,469.6 4,511.6 2,508.6 2,912.6
Non-Tax 352.¢ 827.0 1,251.0 760.4 433.8

Expenditures 3,624.9 4,206.8 5,753.5 2,837.6 3,6348.1%

wages & Salaries 1,087.3 1,308.8 1,758.2 943.3 1,265.4

Goods b Services 651.0 8414 873.9 3at.o o677

Interest $03.0 (48,3 529.9 304.2 326.5

Transfers 779.9 1,074.1 1,027.1 $72.9 644.2

fnvestment 603.7 736.6 1,566.6  636.2 684.3

Surptus/Deficit () (912.0) 89.8 9.1 4314 (.7

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

External Financi-: 269.5 7.6 (27.2) 2.7  (361.6)

ponations 8s.8 16.0 267.0 0.0 0.0

Internal Financing 558.0 (179.2) 18,1  (636.1)  363.3

(As a percentage of GDP)
Janyary « July

1990 1991 1992 1992. 1993

Revenues 7.9 . 9.1.. 10.7 6.1 5.3
SYLILE e iieesss seesese cetacan aseee ee ecsecae
Tax 6.9 7.4 8.4 4.4 6.5
/ Non<Tax 1.0 1.8 2.3 t.4 0.7
Expenditures 10.5 8.9 10.7 5.3 5.3
Wages & Salarfes 3.2 2.8 3.3 1.7 2.0
Goods & Services 1.9 1.& 1.6 0.7 0.7
Interest. ’ 1.% 0.9 1.0 0.6 0.5
Transfers ' 2.3 2.3 1.9 1.1 1.0
{nves tmant 1.3 1.6 2.9 1.2 1.1
Surplus/Deficit (=) 2.7 0.2 0.0 0.8 (0.0)
Financing 2.7 0.2 0.9 -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 -0.6 0.9 -0.8 0.5

Source: Minfstry of Finance g;/Z:}
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Tasle §

Tax Reverue of Ttre Ce~tra. Goverrment

Income Tax
value-Added Tax
Stamp

Exclse

Import

Other

Tax Reverue
{ncome Tax
Value Added
Stamp
Excise
Import
Other

(In miliions ¢¥ current quetzals)

2360.2 3,449.9

§51.7
791.4
13%.0
2¢8.9
527.6
101.6

1,G€¢.0
1,033.8
183.3
401.4
2.1
1€2.3

63116 2,508.6 2,912.6

.................................. Seceaa

433.0 781.3
720.1 944.9
118.6 83.0
346,9 L26.4
6%1.4 609.4
48.6 85.6

(In perceatage change ave- 12 months)

2t.7
22.1
41.8
19.5
30.4
29.9
-27.3

47.0
96.7
31.3
23.7
€1.3
rim ]
0.7

30.0
-0.4
37.0
8.0
£2.8
4 R
17.1

12.4 16.1
25.7 3.4
1¢.0 3.5
26.8 -30.0
61.6 22.9
69.7 -5.0
-8, 35.0

Source: Ministry of Finarce

BEST AVAILABLE DOCUMENT
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Table &
Dollae Holdings of the Bank of Guatemala
(la millions of U.S. Dollars)

Period Stock Change Over
December

1590
Harch 38.3 -52.4
June 30.5 -60.2
Sec-amber 65.5 «25.2
December §3.0 -37.7
1991
March 252.3 214.0
June 399.7 369.2
September 469.9 604,46
December 652.5 399.%
1992
March $57.4 106.9
June 469.9 -§7.9%
September 280.9 -189.0
December 445.8 4.7
1993
March 498.,9 3.1
Juna 480.4 -18.5
September /1 525.0 &6
1/Prel iminary

Source; Sank of Guatemala

BEST AVAILABLE DOCUMENT



table 7?
Forefgn Exchange Balance

o sitiiong of 4,3, Outiar-j
Jan - Sep 16

1550 1951 1952 1552 1993

Current Transactions 51.3 7.4 (197.8) 237.1) €102.6)
€xports 98:.9 1,069.4 1,093.1 718.5 835.9
Imports (1,304.9)  (1,089.4) (1,757.1)  (1,213.7) €(1,261.1)
Interest (net) (88.9) (87.8) €45.9) (61.0) (62.6)
Other 460.2 655.2 532.1 319.1 345.3
Capltal Transactions (133.0) 176.4 123.5 54.3 104.6
Publiec (179.1) (31.7) <77.43 €40.5) (173.7)
Private 65.0 208.1 200.9 114.8 €78.4
Change in Dollar Holdings (81.8) 523.8 (7¢.2) (182.8) 2.0

Source: @ank of Guatemals

BEST AVAILABLE DOCUMENT

%
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Table 8: The [HF-Guate-ala Stand-By Program: The Targets - Sumary

ateceaNcT NIV eI ss AT RtEsARO TIPSO Ty

I. Inmillions of quetzales

1. Targets for the Central Gavernment
deficit (-)/surplus

2. Limits cumulativa change in pet
demestic financing Nonfinancial
Public Sector

3. C:ilings Central Bank net credit

I1. Inmillions of USD

4. Targets for Het Internatioral Reserves

S. Limits on external debt srrears

6, Limits on new nonconcessional external

public sector borrawing

1992 Oec. 31

Met

Met

Not Met

Not Met

Not Met

Met

1693 Mar. 3t

Met

Met

Not Het

Not Met

Not Het

Het

cseveatnaBeasORRsEsstsssc.sane

1973 Jun. 30

tcecannsan asaa

Not Met

Not Met 1/

Not Met

Not Met

Not Met

Met

Scurce: 1H4F, Bank of Guatemals, and Ministry of Finance

1/ Though data are not available, daviations from other ralated targets imply that the 806 Net
Domestic Financing target was not met efther,

are

3EST AVAILABLE DOCUMENT
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. In millions of quetzales

--------------------------------

deficit (=)/surplus

public sector borrowing

Table 9: The IMF-Guatermals Stand-8y Program: The Targets « (n Oetail

AR 88000v e ioaAsE Nt latsatotaccconereasa savesn~ Gssccanes ®ssssascasrrn

1992 Dec. 3V . 1993 Mar. .1} 1993 Jun. 30

#es00c00eve0nertcantac s 0avs seeaccacaasTarYPessmacana Gsea veevasmsee-tsstdtasssscncwaa

Target Actual Deviation Target Actust Deviation Target Actual OQeviation
Q) ) (2y-(1) 3) %) (63-(3) (5) (6) (6)-(5)

. Targets for the Central Government

0.0 <10.7 -10.7  224.0 184.6 -39.6 40¢.0 -73.7 77,7

2. Limits cunulative change in net

domestic financing Nonfinancial

Publie Sector -287.0  -525.2 -238.2 -556.0 -484.2 -128.2 -1430.0 N.A. N.A.
3. Ceilings Central Bank net credft’ 370.0  628.2 258.2  -125.0 183.7 308.7 -488.6  S87.% 1045.5
It. In millions of USD
4. Targets for Net International Regserves  460.86  &¢S5.8 16,8 520.6. 504.2 14,4 S81.6 33,1 -148.5
S, Limits on external debt arrears 1/ 0.0 42.4 2.4 0.0 30.4 30.4 0.0 22.% 22.1
6. Limits on new nonconcessional external

(Cunylative changes from Dec, 31 1991)

a) Up to 1 year maturity 0.0 vee we 0.0 -ve see 0.0 “we ven
b) > 1 year and up to S years matur, &/ 102.0 6.8, aes “5'0, 8.3 s 145.0 28.8 ---
c) > 1 year and up to 12 years matur, 124.3 see oo 167.3 cee eee 167.3 “es oe-

Source: IMF, Bank of Guatemala, and Winistry of Finance.
1/ Exclude errears negotiated with Parie Club. Includs errears to USG (mill, USD): Dec., 31/92 = 2.4 : March 31/93 = 10.2 : Jun &
2/ Include all NFPS barrowing » { year.

BEST AVAILABLE DOCUMENT
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OPERATLIONS OF THE CFNTRAL GOVERNMENT
(In Mitlfons of Quetzales)

Pre{ Proj

1985 1987 1084 10R0 1900 1001 1002 1001

Total revenue 1,406.2 1,659.8 2,081.8 2,238.7 2,72.6 4,296.6 5,762.6 S,810,%
Surrent revenue 1,406.0 1,839.3 7,0Ai,7 2,238, 2,712,868 4,304 & §,750,0 s,810.0
Tax revenue 1,093.9 1,412.5 1,765.1 1,850.2 2,360.2 3,489.6 6,511.6 5,116.6
Direct taxes 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 1,7%A.¢
Froperty tax 18.9 25.4 18.3 ¢5.3 4.7 46.6 61.9 98.4
Indirect tax §28.2 712.5  822.0  938.1 1,276.3 1,720.6 2,282.4 2,644 .4
1VA 308.3  411.7  495.8  $s58.19 7™1.4 1,038.8 1,623,4 1,657.7
Stamp .7 ?1.6 103.6 116.3 139.0 180.3 165.9 141.4
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
laternational trade 377.1 623.8 (91,0 460.5 $32.2 666,0 1,148.3 1,115.4
Export 213.0 150.7  102.8 56.4 4.6 1.9 0.9 0.0
Import 136.7 2731 388.2  406.1 527.6 662.1 1,147.4 1,115.4
Special trade tax 27.4 0.0 0.0 00 0.0 0.0 0.0 0.0
Nentax revenue 289.0 227.7 2825 332.9 281.0 766.0 976.6 259.4
Compensatory fund 139.5 68,1 85.0 86.6 10.8 491.5 &75.7 g.0
Fees 32.1 34.9 45.8 $3.,0 52.3 63.3 90.6 129.6
Other 117.¢ 124.6 151.7 193.3 _217.9 211,2 410.3 129.8
Transfers 23.2 19.1 3. 55.6 71,4 61.0 261.8 434.9
Public 15.5 7.7 21.3 61,5 21.9 22.0 214.3 387.8
Private T.7 11.5 12.8 14.1 49.5 39.0 47.5 471
Copital Revenue 0.2 0.5 0.1 0.0 0.0 30.6 12.6 0.0
Total expenditure 1,706.8 2,093.6 2,643.0 3,166.7 3,624.9 4,206.8 §5,753.5 ¢,916.2
Current Expanditures 1,606.5 1,715.2 2,133.1 2,404.5 3,021.2 3,470.4 4,189;1 §,524.2
Wages 670,9 785.2  916.1 959.64 1,087.3 1,308.6 1,758.2 2,109.2
Goods & Sarvices 294.1 3% 434.1 505.8 451.0 841,64 873.9 1,000,0
Interests & Commissfons 207.9 244 301.8  332.4 503.0 446.3 529.9 613.0
Transfers 233.6 340, . 481,1 606.9 779.9 1,074.1 1,027.1 *1,802.0
Public secter 183.6 33,7 3671 376.4 262.5 738.0 554.3 1,252.0
Private sector 50.0 85.1 114.0 210.5 $17.4 472.8 472.8 550.0
Capitasl Expenditures 298.3 378.4 509.9 762.2 603.7 736.4 1,564,464 1,392.0
Net 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 136.9 245.2 369.5 294.6 303.2 140.3 289.4 131.5
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 fimancing 0.0 0.0 0.0 0.0 0.0 500.0 0.0 670.2
[nternal| Firancing 161,7 188, 6 191.7 633.4 609.1  (265.1) 83.2 103,6
Forced bond 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 4091 (615.1) 83.2 103.6

Source: Ministry of Finance



Table

"

OPERATIONS OF THE CENTRAL GOVERNMENT

(In Percentage of Gop)

Prel Proj

1988 1989 1999 1991 1992 1993

Total revenue 10.1 9.5 7.7 9.1 10.7 9.2
Currant revenue 10,1 9.5 7.7 9.1 10.7 9.2
Tax reverwe 8.6 7.8 6.9 7.4 8.4 8.1
Diract taxes 2.2 1.9 1.6 2.3 2.0 2.1
Income tax 2.0 1.7 1.5 2.2 1.9 2.0
Property tax 0.2 0,2 0.1 0.1 6.1 0.2
Indirect tax (.0 4.0 3.7 3.6 4.2 4.2
1VA 2.4 2.4 2.3 2.2 2.6 2.6
Stamp 0.5 0,5 0.4 0.4 0.3 0.2
Excise 0.9 0.9 0.7 0.8 1.1 1.2
Other 0.2 0.2 0.3 0.2 0.2 0.2
International trade 2.4 1.9 1.6 1.4 2.1 1.8
Export 0.5 0.2 0.0 0.0 0.0 0.0
Import 1.9 1.7 1.5 1.4 2.1 1.8
Special trade tax 0.0 0.0 0.0 0.0 0.0 0.0
Nontax revenue 1.4 1.4 0.6 1.7 1.8 0.4
Compensatory fund 0.4 0.4 0.0 1.0 0.9 0.9
Fees 0.2 0.2 0.4 0.3 0.2 0.2
Other 0.7 0.8 0.6 0.3 0.8 0.2
Transfers 0.2 0.2 0.2 0.1 0.5 0.7
Public 0.1 0.2 0.1 0.0 0.4 0.6
Private 0.1 0.1 0.1 0.1 0.1 0.1
Capital Revenue 0.0 0.0 0.0 0.1 0.0 0.0
Total expenditure 12.9 13.4 10.6 8.9 10.7 10.9
Current Expenditures 10.4 10.2 8.8 7.3 7.8 8.7
Vages 4,5 6.1 3.2 2.8 3.3 3.3
Goods L Services 2.1 2.1 1.¢ 1.4 1.6 1.6
Interests & Commissions 1.5 1.4 1.8 0.9 1.0 1.0
Transfers 2.3 2.6 2.3 2.3 1.9 2.8
Public sector 1.8 1.6 0.8 1.6 1.0 2.0
Private sector 0.6 1.0 1.9 1.0 0.9 0.9
Capital Expenditures 2.5 3.2 1.8 1.6 2.9 2.2
Net Lending 0.0 0.0 0.0 0.0 0.0 0.0
Surplus or Deficit 2.7 3.9 e29 0,2 0.0 a.7n
financing 2.7 3.9 2.9 -0.2 (0.0) 1.7
Farefgn Financing 1.8 1.2 0.9 0.3 0.5 0.5
wW/0 Donation 1.1 0.8 0.6 0.0 0.5 0.0
Arrearg g.0 0.0 0.0 0.1 (0.7) 1.1
Arrears payment 0.0 0.0 0.0 1.0 0.7 0.0
Arrears f{nancing 0.0 0.0 0.0 1.1 0.0 1.1
Internal Financing 0.9 2.7 2.0 -0.% 0.2 0.2
Forced bond proceeds 0.0 0.0 0.0 0.7 0.0 0.0
Other 0.9 2.7 2.0 -1.3 0.2 0.2
BESTAUAL ADLE AACTIMENT

Source: Ministry of Finance
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Table 12
SUMMARY QPERATIONS OF THE NONFINANCIAL
PUBLIC SECTOR

{(In milllions of quetiales)

Publiz Secter Dafticie -728 -1120  .1A53 -701 sL09  -13%0
80G losses 328 -297 728 =743 =625 -700
Nonfinancial Public Sector <397 -832 <1128 43 214 -650
Central Government 561 -928 -981 73 -8  -1105
Rest of public sector 164 96 <166 -30 300 456

(In percent of GOP)

Pubtic Sector Deficit -3.5 4.8 5.5 “1.5 -0.8 2.1
§0G losses 1.6 1.3 -2 -1.6 1.2 -1.1
Nonfinancial Public Sector 1.9 38 3.3 0.1 0.4 1.0
Central 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 0.7

--------------- 00000000 AGENIGVITI v o 0e0a8A08004000000s0ssRAsascatassacucRansosny

Source: Gank of Guatemala

REST AVAILABLE DOCUMENT



Table 13
SUMUARY MONYETARY ACCOUNTS
Bank of Guaterals
(In millfons of Quetzales)

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

Q5.1 = §1 05.3 a gt
Net [atermational Reserves +522.2  2307.8 2362.7 2295.4 2645.¢
Net Domestic Assets 2613.2 116.3 628.2 5%7.5 148.4¢
Public Sector (net) 1353.1 743.9 <446.9 17,7 1197.8
Central Gov. 1474.7 901..7 1682.64 1704.4 1466.9
Rest of NFPS -121.6  -157.8 -1729.3 -1532.7  -269.1
Net Credit to Banks =1378.8 -3841.3 -3224.6 -3454.3 -3B809.6
Credit 265.7 238.¢ 2564.1 314.0 217.4
Reserves +1290.0 -2118.6 -1930.9 -3160.9. -3219.0
Cenivacus & CO's +93.8 -1558.9 -042.8 -254.0 <341.2
Stabilization Bonds <260.7 -402.2 -407.0 -325.4  <446.8

Cenivacus & CO‘s outside banks <91.1  -986.9 -533.4 -1073.0 ~2566
Stabilization Bonds Qutside banks -1006.4 -1180.9 -1051.S 11311 TT7.4
Med, & Long-tarm foreign Liab. <1614.7 -1333.1 -2070.7 -1968.4 -1964.2

Sank of Guatemala Arrears “644.6 +435.% -30.7 -32.3 «33.4
Other 6195.7 7150.1 7584.0 8044.9  8101.2
-Currency Issue 2091,0 2624.1 2990.9 2852.9 2813.8

svesncsmcsvecevereid 444scna squeean ceneese ecaceaae evencean

_ Source: Bank of Guatemals

BEST AVAILABLE DOCUMENT
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TABLE 14

G OVERNMENT OF GUATEMALA's
ILLUSTRATIVE 1994 ACTION PLAN

U EXPECTED
POLIGY ACTIONS o YIELDS/SAVINGS
1. improvomont of customs services Minlsle}l_a! Decree 18l. 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
3. Sales of govornment assets Public Auctions Starting Oct. 1, 1993 Q 325 million
4. Implementation of a land tax Law enacted by Congress 1994 Q 200 million
5. Reduclion ol public expenditures Budget plus Ministerial Actions 1994 Q 250 million

through non -joimburaable
transfers lo parastalals

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 1includes
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)
ard (b).

BEST AVAILABLE DOCUMENT



technical efficiency of
industry, agriculture, and

commerce; and (£)
strengthen free labor
unions.

2. U.8. Private Trade and
Investment (FAA Sec.
601(b)): Information and
conclusions on how
assistance will encourage
U.S. private trade and
investment abroad and

encourage private Uu.s.
participation in foreign
assistance progranms
(including use of private
trade channels and the
services of U.S. private
enterprise).

3. Congressional
Notification

a. General requirement
(FY 17?3 Appropriations Act
Sec. 22; FBA Sec. 634A):
If monrey is to be obligated
for an activity not

previously Jjustified to
Congress, or for an amount
in excess of amount
previously Jjustified to
Congress, has Congress been
properly notified (unless
the Appropriations Act
notification requirementy
has been waived because of
substantial risk to human
health or welfare)?

b. Notice of new account
obligation (FY 1993
Appropriations Act Sec.
514): If funds are being
obligated under an
appropriation account to

Annex B
Page 2 of 44

N/A

A Congress.onal Notification is
in process and will be
completed prior to obligation
of funds.

N/A



(a)

'~ (b)

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

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 Uu.s.
interests to be served and
a description of any
economic policy reforms to
be promoted?

4, Engineering and
Financial Plans (FAA Sec.
6ll(a)): Prior to an

obligation in excess of
$500,000, will there be:

engineering, financial oxn
other plans necessary to
carry out the assistance;
and

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

notification

Yes

N/A

Annex B
Page 3 of 44

N\
Lo



5. Legislative Action
(FAA Sec. 611l(a)(2)): If
legislative action is

required within recipient
country with respect to an
obligation in excess of
$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
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
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)?

Annex B
Page 4 of 44

N/A: Program conditionality
requires the endorsement of two
legislative packages by the
President for future
presentation to Congress, not
their passage.

N/A

Yes



8. Capital Assistance
(FAA Sec. 61l1l(e)): If
project is capital
assistance (e.q.,
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
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 (£)
strengthen free labor
unions.

10. U.8. Private Trade
(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

Annex B
Page 5 of 44

N/A

See item (1) above.

N/A

+ 4\‘
NI



trade channels and . the
services of U.S. private
enterprise).

11. Local Currencies

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.8.-Owned currency
(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. Separate Account (FY
1993 Appropriations Act
Sec. 571). If assistance
is furnished to a foreign
government under
arrangements which result
in the generation of local
currencies:

(1) Has A.I.D. (a)
required that local
currencies be deposited in
a separate account
established by the
recipient government, (b)
entered into an agreement
with that government
providing the amount of
local currencies to be

Annex B
Page 6 of 44

N/A

No

N/A. No generation of local
currencies will occur.

N/A

St



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 1is 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) 1If assistance is
terminated to a country,
will any unencumbered

balances of funds remaining
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

Annex B
Page 7 of 44



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

Annex B
Page 8 of 44



13. Tropical Forests (FY
1991 Appropriations Act

Sec. 533(c)(3) (as
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. Auditing 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 1is the PVO
registered with A.I.D.?

b. Funding sources (FY
1993 ‘Appropriations Act,

Title 1II, under heading

"Private and Voluntary
Organizations"): If
assistance is to be made té,
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

Annex B
Page 9 of 44
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15. Project Agreement
Documentation

(State Authorization Sec.
139 (as interpreted Dby
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 |ig
impractical or is likely to
cause significant
inefficiencies or 1loss 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

Annex B
page 10 of 44

(f C



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 1law 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 ¢ 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):

(e



(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
cooperated fully with the United States or
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 wvital 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
conditions that were the reason why the
President had not made a "fully cooperating"
certification.

2. Indebtedness to U.S. citizens (FAA
Sec. 620(c): If assistance 1is 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 government,
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.
620(a), 620(f), 620D; FY 1993 Appropriations
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?

S. Mob Action (FAA Sec. 620(j)):

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.
620(1)): Has the country failed to enter into
an investment guaranty agreement with OPIC?

7. Seizure of U.S. Fishing Vessels (FAA
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
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?

No, the recipient country is
not a Communist country.

No.

No.

No.

No.



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 arffirmative 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?
Tf so, have relations been resumed and have
new bhilateral assistance agreements been
negotiated and entered into since such
resumption?

11. U.N. Obligations (FAA Sec. 620(u)):
Wwhat is the payment status of the country's
U.N. obligations? If the country is 1in
arrears, were such arrearages taken into
account by the A.I.D. Administrator in
det. rmining 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 sanctu:ry 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 gnpunds 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?

Yes, taken into
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 1is 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 safeqguards, 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 1is a
non-nuclear weapon state, has it, on or after
August 8, 1985, exported (or attempted to
export) 1illegally 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, .has 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

(o3



-o 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
to 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 1in 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 9f 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 1is in the U.S. national
interest?

No.

No.

No.

No.
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USATD

U.S. AGENCY FOR
INTERNATIONAL
DEVELOPMENT

Awvvee C

LAC-IEE-94-02

REQUEST FOR A CATEGORICAL EXCLUSION

Project Location
Project Title
Project Number
Funding

Life of Project
IEFE Prepared by

Guatemala

ESF FY 94 Cash Transfer Program
TBD

SUS 10,000,000

FY 94

Margaret Kromhout
DC/PDSO

Recommended Threshold Decision: Categorical Exclusion

Bureau Threshold Decision

Comments

Concur with Recommendation

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.

En 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 habhitats.

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

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



REQUEST FOR A CATEGORICAL LAC-IEE-94-=02
EXCLUSION (cont'd.)

Environmental Examination to the
LAC Chief Environmental Officer.

Q/MQ/; /N pate //%é

J. Brokaw
Chief Environmental Offlcer
e

au for Latin America
and the Caribbean

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

Copy to : Margaret Kromhout
USAID/Guatemala

Copy to : Elizabeth Warfield,
USAID/Guatemala

Copy to : Wayne Williams, REA/CEN

Copy to + Susan Alexander, LAC/DR

Copy to : James Vandenbos, LAC/CEN

Copy to IEE File
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USAID

US. AGENCY FOR
INTERNATIONAL
DEVELOPMENT

CuATEMALA IMMEDIATE ( ) PRIORITY ( ) NORMAL ( X )

Pudz-: Uno
ionzans  DATE: October 27, 1993

GuaTiMALA
TO: Mr, Jeff Brokaw, LAC/DR/E |
USAID . : i
Unns:w FAX NO.: (202) 647 8098 a»JL CITY: Washington
APOAAMT!  FROM/OFFICE:  Margaret Kromh$(t, DC/PDSO
CLEARANCES: N/A

P N
| ZAN
APPROVED BY:  Glizabeth Warfeld, C/PDSO

PAGE _1 _OF __3

TEXT:

Please find attached the approved Initial Environmental Examination Request
for the issuance of the Environmenta! Threshold Decision.

BEST AVAILABLE DOCUMENT
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Project Location: Guatemala

Project Title: FY 94 ESF Cash Transfer Program
Funding: $10,000,000

Project Description:

The funds under this Program will be made available to the Government 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 Intsramerican 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.1.D. on the 1994 economic program.

In all 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 pmgrarn 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.L.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
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Initlal Environmental Examination
FY 94 ESF Cash Transfer Program
Page No. 2

Concurrence:

Jo2231110)

-
Oadiniag, \/' &u&-«- ——

Lawrence J. Klassen
Acting Mission Director

£27.93

Date

BEST AVAILABLE DOCUMENT
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APPR:  JB y 3
DRAFT: AH (\/7) |-

CLEAR: AS (%.')i¢.

UNCLASSIFIED CLEAR: KM ({ry
CLEAR: ( )

AID/LAC/DR/E: AHAMBLETON: IEE94~-02.CAB . CLEAR: ()

11/04/93 647-9487 .

AID/LAC/DR/E:JBROKAW CLEAR: ( )

AID/LAC/DR/E:ASEGARRA LAC/DR/E:KMENCZER

PRIORITY GUATEMALA

AIDAC GUATEMALA FOR M.KROMHOUT AND W. WILLIAMS
E.O0. 12356: N/A
TAGS:

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

REF: FAX, M.KROMHOUT ToO 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, INCLUDING 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.

\AILABLE DOCUMENT

UNCLASSIFIED

~J
o



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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PRESIDENCIA DE LA REPURLICA DE GUATEMALA

PLAN DE -GOBIERNO DE LOS 180 DIAS

BEST AVAILABLE DOCUMENT

Guutemila, | de julio de 1993
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PRESENTACION

La gesta civicd gue Pevd al graa consena nacisaal para apayar In -gcsm‘m' del
Coh'erno, es producta de una revolucidn pacitica <el puediy de Guaremula para
teercatzae ‘a plena vigencia de la deanceracia, fandeda ea la hurestidad, "a telerancia
y ¢l desagzaiio tuntang, que asegure lu corsalidascn vl Eatado Le Rerecho, {2 justicia
y 12 seguricad civil, en el marco del respeto irrestrictd 3 los Cerechos Himancs.

Las crentaciones dadas por el Presicene Constitueivnal de la Repillica
Licenciado Ramiro de Ledn Carpio el 20 e junio ce 1993 son tus que gulan el presente
P'an de lcs 1S0 Dias, siendo éstas:

» Gubetnar con un aueva estilo, Jonde prevalezza fa austerdad, fa hozestdad y 1a
transpacencia. Y, con la verdud, exhortur a Liwiududan’a a compartir 2l 2sluerzo
para desacrollar al pais.

’ Promovac la participacidn de los sectores repreceatacvos de la sociedad, para
encontrae puntos de convergencia y de consensy, aprovechando las instancias y
mecanismos existentes y otros que puedan surgir, en un ambieate de libee
expresida del pensamicuto, tolerancia, responsailidad y respeto,

® Garantizar a la ciudadania su seguridad sobre Ia base del fortalecimiento de las
fuerzas de semuridad de cardcter estrictamente civil y la colaboracién de I
poblacidn. De manera paralela, se luchard contra la impunidad,

* Fortalecer el desarrolilo integeal de la paz

’ lniciar acciores para reducir 1a situacin ce pcbreza y precurar ura mejoraen'a
calidad de vida, a teavés de la solideridad ~acianal, el mantenirizn:o de la
estahilidad macroecondmica, la racionalizac.Gn del gasto plblico, ‘a reasignucicn
del presupuesto de gastas del Esticlo para apeyar preferenteimente prayactos en
dunde participen lus cumunidudes y lus urgieaainnzs 0 gubernrmentales e
coardinacida con el sector pablico.

» Dinantizac lus relaciones intecnacionales sabre 13 base que la politiva exterior es
iastrumento de 1a politica econdmica y sceial del pais.

i o e it - e A e e et ——— — -

3 - Ocdenar y agilizar las actividudes e los fondos socisles para que, de marnera

urgente aticndan las aecesidades mids seintidits 2 log grnpos ea extrema pobireza.

’ Foctulecee ¢l sistema de saiud materna infantil,

BEST AVAILABLE DOCUMENT
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o Priviiegar dentro de¢ ios gastas del Gubiztng la eatzeyn del acho ger ciento
consiitacional a lis municipalidaday, exhariacde, sin nenosenby de it agtonowia
meniciral a que se utiendd ¢ especial lay pecesidacus da caseriy y widens,

—bseraald precedimientos e ubsciita herestidad,

] (niciar ‘3 modernizacion del sectoe pablivo pard hacer st caces fas 1ecicnes del
Estada Gue fermitan mejorar sus aine'es de produccidn y entrega de servidias,

) [actaea 'cs contribuyentes a apcyareste esfarzn e decarrollo nacicnal, insdiante
el cumplimienta de sus chliguciones tribatards,

El Gebierno asume el compromisa de sentar s bases para que en esi¢ 310, en
un ambiente de libertad y con participacion ciudadann, se inicie un preceso de
disteibuc,Gn equitativo de lus costus f beueticics el desarrulla, tomaada la opcion
preferente por las pobres.

Para ese logro, es indizpensadle que s¢ ircorporen las ererging apacidad y
voluntad Je todes los sectores Jde la scciedad pard in‘ciar una accion hacia'a sensecucién
de un projecto de nacivn vilico para todus.

.  MARCO GENERAL DE LAS POLITICAS

Se fortalecerd la demacracia a través de la participacion secial enua ainbiente de
irrestricto apego a la 'ey. El Gobierno se guiard or principios éticcs y morales y
respetara plenamente los Dercchos Humanos individuales, civicos, politicas, scciales,
econdmicos y culturales. La lucha contra la impunidad y la cacrupcidn serd permanente.

Se fortalecerd la participacion de 1as grganizacicrus ce dase en todas los planas,
particulaemente en la definicion de los proyevtas de he reticio ccmunal, que promuevan

T ctutugeiisth

Se promoverz‘n la equidad sacial procurandd la amplaci¢n de los servicios
primarios de¢ salud y de educacion e infraestrustura en tavee Je las irayorias, ¢n un
ambiente d¢ hibertad.

Sobre la base del principio de cesponsubilidud compactida ¢ntre 1as arganizacioues
de la socivdad y el Estado, fundiinentaidos ¢n fus aurnas que en matetia econnmicn,
cantiene i Constitucion Politica de 13 Repiblica, se trabajurd para creur meLanismos
estables de salidaridad ecuonimica ¢que pernitan Jisminuir los niveles de pobreza. Por

BEST AVAILABLE DOCUMENT
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1a tanto, se coatinuardn los eafuerzes por manterer el credimiento ecantinica y la

consatidaciia del estado de derecha con la filescfia € legrae un Cesarenl’y humnang

Sa e=2r4 hacia la modzraizacin institucional, el usd rac.onal de los racursss
Rturaies y ccaservacion del medio umbiente y la racicn izacian y crizatacién el wasto
publico.

En el dmbito internacional, el Gobierno respetard los peincipios del Derecho
[ateenacionl, cumplird los compromisos adiuir'das y favorgcend L selucian paciica (e
lus contecsessias cintee los Catados, La iategracicn centracnericant ¢y uni prioridad,

En lo relativo a la cooperacidn externa, se exhorta 3 'a sumunidad internacional

ara coorperar en este esfuerzo nacional de deiarrollo y de coasolidacidn de la-
r c‘

lemocracia. El Gabierno cealizard las acciones para agilizar sus procedimientos para
que la misma se otorgue sin diigcion y se asegurs sy teansiceencia dirgetit a los
beneficiatios. La ccoperacian internacional se regecinrd Zonforme a pricridactes
establecidas pee la comunidad nacional.

IT. ESTRATEGIAS

Las estrategias que a continuacidn se preseatan para los aspestas paliticos,
csncinles econdmicot v de modernizacidn ins:itucional deben cansicerarse cnamo
clementos de base para la realizacién de fus acciones priaritarics del Plan de los 150 d’as
del actual gobierno. Pero que, a su vez, orientan las actividades que se ejecutarinen el
perfado 1994-1995.

A Esyateyid Politicd

El chyjetivo del Gobierno es [a consulidacion .ol procesa demecritico durante el
pecicdo para el cual fue electo,

Para que dicha cansolidacidn sea una“realidad, es fundamental establecer desde
ya las estrategias a desarrollar en el corto plazo, que permitan acciones orizatadus a la
perfectibilidad del Estada de Derecho.

Estas estrategiad que € indican a continuaciin se retieeen al respeta y la garantia
del eiecciviv du los Jerechas humanos, fa participaciin cmd;'\d:.\rn directa y aaocida, la
seguridad ciudadana y Ia insercidn du Guateinalis en lu dindmica [nternazionil,

BEST AVAILABLE DOCUMEN1
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Ccnsciente de que Ia goternahlidad ce un tals se peabititay legitima cuando la
saciedad organizada plantza dema ndas cokarenies nazia el yobierna qus facilitan Ly toma
de decisiores acecundas, las indicadas esteategias han de cenducir 1 la adepe’dn de
asciones qué cumplan con ¢l objetivo guternamental expuesto al principio,

La paz es una prioridad para 13 actsal adrmiaistracién, fa euul realzared tos mas
ampiias esfuezos por aleanzacla, entandida ¢ésta, 2n 4 dmbito mis geeeral, como un
estado Je armunia Jel ser humano consiyo mismo, CON su entorno natural y con sus
semejantes.

Se promaverd la estricta cbservancia y garantis Je la vigencia de los Cereches
Humanos paca la consalidacion del Estado de Dececto.

Se respetard 1a cealidad pluricuftural del pa’s, romoviendo los valores de la
cultura maya pard enriqueces 1a cultura nacional. '

Se garaatizard la seguridsd ciudacany, tantoen la iategeidad fTsica de las p2esonas
como de sus bienes. En esa dicec.dn se hace necasario fomentar la credibilidad de la
poblucién ¢ sus instituciones de se guridad civil, 4si coma cbtener su participucion en el
combate a la defincuencia, buscando la recuccidn ¢e sus causas,

Se combaticd la iinpunidad y la corrupeida a todo nivel, impulsundo un cambio
de actitud y fortaleciendo 1as instancias corrmspondientes.

¢ prepieiary (a parucipacion Qe MUty vuasuud0 ¢l usdiiutiv inegtul vt oy
habitantes de todas las comunidades del pais.

Se tomatdn las medidas necesarias para el funcionamiento del Sistema de
Consejos de Desarrollo Urbano y Rural para que sus integrantes participen en las
Cociviamay ¢n materia de politivas e inversion pablica. Asimismo se apoyard y
prairoverd otras instancias que permitan patticipaciin de la poblacion.
atinsvend ol desiraita fratici dy Ganiii ey 2800 L mueaidienlades o
el aumento de su capacidad tecaicn, el mgjorunient de ta utilizacion de log tondes
disponibles, el fortalecimiento de sus finanzas y €l tomento de la descertralizacion y

participacion local.

S
-

Se promoverd la plena'y activa participacicn de Guatemala en la dinimica
— - mundiat er log aspectospaliticus; culurlesy ceundmicuy, o erchles yambieatales,

BEST AVAILABLE DOCUMENT
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L3 aejracidn centronnericana se prefundiza-d ¢n el plaro s2cial y ¢co~Bmico,

comn madio para elevar la competitvidad da @ r2ion ¢y COmQ instrumentd de
rezcciacidn el 13tmo cea el mundo.

D, Carencegia Secind

Adam s del foraleeimiento de las estructurts ¢ iesiituciones democrdiicas como

ccndicion recesaria para movilizar el potencial productiva ¢e lu poblacién y su amplia
participacién en a bisqueda e implemeantacién de sclucicres a sus propios preblemas,

el combae efectiva y permanente a lu pobreza requiere acciunes 3 mediaro plazo que

apuaten a i) tornar mis eficiente el marejo de la puliticn ecordmicy y sacial para que
combinadas ¢n fcrma coherente ¢ integralimente aumenten el Jwnestise e 1a poblucion;
il) reardenar lus politicas secteriales € intersectasiales en cancarduncia con al estrategia
sceial, buscando la ampliacién y mejorumiento ¢z la calidad de [as servicios secales; iii)
raorientar y enfocar el gasto pablico hacia los grupas que viven en situacion de pobreza;
v) mejorat a capacidad ¢ ejecucitn del sectur piblizo; y v) descentealizac fa prestacion

de los senvicios pablicas, fortaleciendo la autogestidn ce lag ccmunidades y de Ics
Gobiernos locales.

Estabilidad y crecimiento econdmico, equidad social y combate a 12 pobreza, ala
vez. tortalecerda 1a consalidacifn del sistema demacritico y la paz social al permitir a lcs
guatamaltecos participar plenainente en la yiua poliicy, eorumica y social,

La mcdalidad de accidn del Estado guatemalteco que permit'rd atenvar la grave
situacidn de pobreza que prevalece en ¢l pafs, requiers una nueva y necesaria relacion
entre Estado y Saciedad. Para ello se propane iniciar un ouevo estilo de traoajo que
permiita en {orma pronta y eficaz eacionalizae Ia acsidn del Tatado en ¢l campo de
reduccidn de 1a pobreza.

Es indudable que dada fa severidad y trscsndeni dof fendirean de fa ponicza
en Guateimala, ¢l proceso para su reduccion se extiende necesariamente mds a'ld de los
tiempos politicos de una administracién gubernamental. En tal seatido, en un inicio se
busea el alivio y reduccidn de lus manitestaciones ¢e la pobreza, accediendo en un
tiempo breve a iniciar acciones para enfrentar 48 las causas més obvias del problema,
como podriy ser 1a falta de empleo productivo. Se postula yna maodalidad Jde atencidn
local, a traves de acciones focalizaday ¢ integraley, en donde <l Cesacrallo de L peesona,
la familia y la comunidad es el centro fundamental del interés de 1a accida del Estada,
Por 10 tanta 4 organizacion y recursas de las instituviones pablicas y sus accioncs deben
de privilegiar la reduccin de la pubreza, lu cuul se estiacfa complementando ¢n forini
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Lapertante con un csf_u‘crzo c.umun:mrio e r;sponsa‘:ﬁ!';’ad sorpantidien of que se dé
ura ampla participacicin sceial en tocas las instancias,

Cemo parte Ce las esteategias del grogramd £2r1 '3 reducion ce a pokreza e
deten mencionar:

1Es:ablecer y Cesacreliar uni medalidad ae recpensabnlidad sacial conpactida

entre geoierno, comunidades € instituciones y organicmos privades;

y3asar la uccion gubeencmental ea fa ateacion primard, ¢n lus curpas de a
educacidn, salud, vivienda, empleo, parn emgezar a reconstruir el tejide social,

aArmenizac dantro de i accion yutecnarmental les programas regulices con fas

auevas medalidades de intermediacion financiera Je caricter energente;

En términos sectociales, 1as acciones para [ recuccidn de la pobreza se deben
enantaccar ea un modelo de pragramas, proyectos y acciones intejres y facalizados, en
el cual se pondrd énfasis en los componentes sectcriales siguiences:

En el sectar salud se impulsardn acciones integrales encaminadas a ampliar la
cobertura de los servicios bisicas, mejorar la calidad y la administracidn de los servicios
Cel sactor; wam especial énfasis se dar§ a la atencion mateeno infantil, las inmonizaciones,
la rehidratacion oral, el tratamiento de enfermedades respiratorias agudas y la educacidn
en salud.

s Lo relativo a la alimentaci6n y nutricidn incluye aspectos priccitarios tales como
prcduccién de alimentos bésicos para el autocansumo, atencién del dafio nu‘ricional
agudo, alimentacién complementaria y lactancia materna, tcdo ello en el marco del
sistema de alimeatacién y nutricidn.

1En ¢l campo de la ¢educacidn, las accicnes buscardn aumentar la eficiencia y
equiJad del Sistema Educativo, mejorac ki calidud ce la educacion y ampliar la cobertura
d2 la educaeion preprimacia y prinicia y o alaletizacion, vaa aspecial dnfasis en
ateacidn de las dceas rucales y las poblucipnes m.is marginadus. Se fortaleczrin los
reogramas de educaciéa bilingle y los ejes de educacion ambiental, educacidn en
Jerechos humanos y educacidn paca ¢l trabujo, como aspecios prioritarios para ¢l
combate a la pabreza y fortalecimiento de la Jemac-acia, y creando las condiciones

" pecesacias para la plena pacticipacion de la comunicad educativa.

- - - .

- e « mmia i = -

2Se estahle. :=in mecanismos ¢ ordenaminto y facil'dades para el acceso a la
vivienda, especialmente en el deea gural,
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oSe tomarin medidus para establecee las bases para pede  legiizac 11 gpeopredad
de 13 tierra. -

9En el 483 de infraestrustura el inerds deicansa pracpaimerste ¢a o r2iativo
1 1a iafraesimuctura sccial comunitaria, de salud y eQucativa,

yormular, con el cancurso de los diverses sectarss, und palitiza eultaed v ctra
schbre seguridad social.

'Ea materia laberal se «2lurd pae la observincia Ce lus leyes que regulaa el
cumplimiento del salario legal, implementdndose programas en la materia y 1a prevision

sacial.

sFica.mente, 2n el campo del empleo, se privi'eg'an !cs as;ectos camy li creacidn

y fertalecimicato de la micro, pequeda y mediari empiesa, ki capacitacién para el
trabajo y el apoyo al pequeno preductar.

Elcombate y reduccidn de 'a pobreza en est2 auevd est.lg de goernar, considera
indibspensatie 3 atencidn local y la pasticipucion cormunicaria en el grecesa de produccion
y entrega de servicios que tiendan a la reduccién de ‘a pobreza, razdn por 13 cual el
marco institucional del mismo se conforma partiendo dsl nivel local. En otras palabras,
en el nivel lcval se requiere de la conformacion de un tejido social fartalecido que actué
en forma ccordinada y eflciente para el cumplimierto electivo de las accianes sectariales

y globales.

Tomando en considerazién 1a situacién social critica que presenta la mayoria de
la poblacién guatemalteca, la Estrategia Social del Gatierno para los pedximos 180 dfas
busca integear acciones para que la aplicacidn dJe la Politica Social cuente con los
recursos financieros y humanos necesarios y s¢ aumente la eficiencia del gasto puiblico
en 'os sectares sociales prioritarios, enfatizando e L eegucién de pragramas v proyectos
con el mayor impacto en el mejoramiento de la Educuciidn, Salud, Yivienda,
Alimentacidn-Nutelcion y Atencifa del Nito y fa Familia.

C.  Esrateyia Econdmica

Los problemas y retos del desarrollo ecandmica y social det pafs plantean al
Gobierno de la Republica cuatro campos de accion priocitarios, en los que se deberdn
sentae las buses para profundizar lns refoemits eatructury’ ey demnediara plazo, con ¢l fin
de acelerar ki teansforinacinn productiva que posilrlite mayores n..s'es de astabitidad,
crecimiento, empleo peuductiva y cquidad social, que se traduzed en ung mejor
distribucion de los beneficias del crecimiento y ¢n un combate efectivo a In pobreza
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edrema, y premueva ¢l uso racienal de ios recursas ratarries renovatles, Estadreas son
(i) 2l manaaimento y la carsoliducion ¢e tases Tacrcecenamicas estables, (i) la
integracidn en 1a econemia muadial, (iii) el fomernia e fa inversion privada y (iv) el
aumeato ¢2 '3 calidad del gasto pablico arientado, bisicameate, al combate efactiva de
v. nobreza etiema, ¢l apoyo a s acivdades productivad y 13 conservacitn el
ambiente.

Para el logro de un desarrollo integral, sostznd € y equitalivg se impulsard Ia
maodarnizacicn economica y social asi como | del Estalo, tendents a furta'esee su papel
subsidiario 21 ta promecidn del bien coman. La ¢xperiencia del pasado demuastra que
la estabilidad y el crecimienta econdmicos a niveles sntisfactarios sdn nzcesarios, pera no
suficientes para aliviar 12 pobreza, Se requieren ademis acciones soncretas rara que los
estratos mds peores de la pehlacicn desarronen sus potencialidades, tengan acceso a las
oportunidades y puedan participar plenumente en 12 vica suciul y pa'itica dal paiy,

Cen el fin de consolidar las bases macroeccndmicas estables, se mant2aded Ia
disciplina mocetaria y fiscal.

Ea (1n0¢ de la consolidacién de las tases inacroeconimicas, se impulsarin
aquellas acclones de modernizacién institucional recesarias para forta'ecer 1a estabilidad
en forma permaneate y duradeca para acelerar el ritro de crecimiento de la econcmia.

En materia fiscal se-realizardn los esfuerzas de saneimiento de fas finanzas
piblicas, limitando el déficit fiscal a la disponibilicad de financiamiento exterro y
e'evandn el ahorro en cuenta corriente v los ingresus tributarias. asl cama feeeanda
opciones de utilizacién de los activos del Estado, con el fin de liberar recursos que
permitan optimizac el gasto de inversidn para programas soclales con prioridad para el
combate a la pobreza, Estos objetivos se logrardn con la profundizacidn del Programa
de Mcdernizacién Tributaria y del Programa de Racicraiizacidn del Gasio Piblico.

Los principios de austeridad, honestidad, transpasencia y racionalidad guiardn fas
dicisiones en materia de gasto pablico en el periucy e gobierna. En este contexto se
r21litard i raasignacion del gasto y de fos eubwirlios ea bencficig 2 los grupas seciale,
méis pobres atendiendo las mds urgentes aecesidices en materin de salud y educacion
y para el fomento de la actividad productivagmeciani= la rehabiltacidn y ampliacidn de
la infraestructura bisica, '

Ea materia comerclal se hardn los esfueczas para reducir el déficit comercial del

gals, foctalecicndo fos inecanismos que aumenied la productividad y comrpetitividad de-

Ias exparticiones, apoyando la apectura de aucvos prercades paca los praductos e
exportacion yuitemaltecos asi como ¢l cumplimicato Je lus dcuecdas regionales en

materia de complementacidn c:contm:i«:a.BEST A AILABLE DOCUMENT
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La ini24racidn eficiente de Guatemala el ecornomia murdial es ura candicidn
recesaria para elevare la eticiencia del sistema ecordmico y acelerar el crecimento y
desareollo sccial. Per lo tanto, se necesita avanzar ¢n la creacion de candiciones
adeeuudas £a:3 que la ceoncmia del pais pueda compelir exitesiimente en ¢l inercado
exidrna promoviendd mayores erv'og de competencia intesmt. En materia e
integracion regional ceutroame 4 s¢ continuasd impulsandd mayores 3rales de
(teqgracion econdmica y secial, coma medio para e'exar It campetitividad de In reniae
y coma iestrumento para fortalecer la presencia y pedar de n:go:{gc;‘(m' de
Centroam#rica en ¢l mundo.

. En cuanto a las Inversiones privadas éstas dzten conve:tirse en ¢l motor del
crecimiento econdmica y de la medernizacién preductiva, por lo que se creardin las

condiciones adecundas para que los inversionistas puedin tomar decisiones de inveesion .

a larga plazo. Para esto 33 necesario promover la 2stabilidad ecandmiza, reglas dg juego
claras y estatles, afianzar la paz social, mejorar el marco jurfdico, yarantizar los deregchas
ce propied::d, simplificar Ics procedimientos y regulaciores para lu inscripeitin de nuevas
firmas, tlexibilizar la autorizacion de peemisos de traba o v estadia d exteanjeros farmular
bases para estudiar la reforma del sistema financiera nacional con ¢l tin de promaver el
alorro, maorae la asignacion de recursas y ampliar ol accesu ul ¢eldit, Se Jacd
atencién especial al fomento y desacralla turistico. '

La politica de Inversiones phblicas y gaste sacial debe jugar un papel ceniral en
la estrategia econdmica y social del Gobierna, Las inversiones publicas y ¢l gasta social
buscan aumentar la capacidad productiva y posibilitar asf, un mayor crecimiento
sranAmica sansracidn de smolen nradictiva, asimilacién de ternninaing modaemag, v
combate decidido y efectivo a la pobreza. En tal sentido, el incentivo efectiva de la
formacién de capital fijo y la ampliacién y mejoramiento de la infraesiructura bisica de
apoyo a las actividades oroductivas, por una parte, y el aume~to de la capacidad
praductiva, mediante la formacidn de capical humano y el acseso a activos e insumos
slaves (crédito, extensitn, tierea, vivienda, capital Tjn, ete), 3sf como la mejora y
ampliacion de los secvicios pablicos esenciales, por la utea, son los pilares de 'a estrategia
de inversida y gasto social. La formacidn de capital humano ¢xige und estrategia integeal
de gasto publico en educacidin y capacitacion paza el teabayo, salud, alimantaciin y
nutricion, y ¢n el mejoramiento de lus servicios de prevision y asistencia secial,

D,  Estrategia de Modernizacifn Institucional

La ¢jecucion eticiente y opartuaa de loy programis pdblicos serd decisiva para el
icgro de los abjetivos de desarrollo del pais. Un facior dctcrmin:.mlte de L capacidad de
¢ ecucion ¢  eticicocia institucional del sectae ublicu. Las delicivicias en este campo
afectan negativamente 1a ejecucion de los progrumas y lu prestacidn de los servicios, la
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pragramacién ce las faciones del Estada, 13 Went ficacin, selece Gy prepraciin de
preyectas, asf cema 1 adquisicidin del tinanciumienta necesar 9 y ofoctuta, Tado esto
fnide neyativamente anla eapneidad dal Estado paraimmpn'iar sl fencimiqaty arnndmicn

y combatic efectivamente 1a pahreza.

Por cilo, 1a supresion de los “cuellos de buiel'ad" euaicados = el sevtur pdblicy
foratacd panig imeyral Je L estrategid oe inversion el Gebierno, Con tal peogasito, ¢n
todas los sectares s¢ promaverin y agilizardn reformes institucionales que: (i) eliminen
la duplicacidn de raspensabitidudes y actividudss, y que permitan ura myor
Jescantralizacidn de lasg decisiones e cuanio a persaral, asi como a la planiticacign y
¢ecucidn del presupuesto; (i) mejuren los sistemas de evaluacidn, control y auditoria;
(iii) faciliten 1 coordinacian entre entidades estatales que tieaen a su carga la ejecucion

dJe la inversién publica; (iv) amplien la capacidad de gjecuciOn del Extado; (v) aumenten

la participacion de las comunidades en la planiticacion, op=2rician, mantenimiento y
finaaciam.eno de la infraestructura social; y (vi) agilicen los prasedimientos de compras
y contrataciones. A nivel <e Gohierno Cen:ral s¢ promoverdn acciones pacea
Cascentralizar y desconcentrar los servicios piblicos y para fortalecer 'a capacidad
gerencial de los gobiernas municipales asf como para reorganizar y fortalezer los sistemas
¢e planificacién de [as inversiones pablicas, de preiaversidn y ce administracion de la
cooperacién intermacional asi como del sistema de cantrol y seguiriento de proyectos.

En este sentido, es impoclante avanzar ¢n la descentralizacidn dJe la
responsabilidad ejecutiva presupuestaria y posibilitar 1a participacidn del sector privado
en la ejecucion de los proyectos, ya sea a través de contratacion directa, de una mayor
poctivpanidn dsia senaniaad 3 Jalinvelsoramivata de £rganismas R JUlSInImlialcd

Otro pilac en la estrategia de combate a la pobreza consiste ea mejorar la
capacidad de ejecucién, y por lo tanto de absorcién de los recursas nacionales e
internacionales, para lo cual se deben impulsar las reformas administrativas e
astituciapales ¢e 'cs servicius sociales y su efectiva Cesce ntralizacidn, Aunque se prevé
iniciar a cortn plaza las medidas correspondientes, su. impactas se seatirdn solo a

edianu plizo. En vista de¢ la emergencia ¢ lizvar & la peblacidn con los sarvicios
VaaiLus U cdueacion y de salud, se preséa higeds @ aceian netedintag en diguaas
reformas institucionales en procesns priocitarios.

. PROYECTOS, FINANCIAMIENTO Y ACCIONES GENERALES

El Programa de [aversidn det Gobierno Cunteal a ser ejecutada en los préximas
130 diagcompeende un total de 41\“pcuy'cctu.s con un noaty asignado de Q.1,123.0
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mi'lones, ¢ 'cs cuales Q7975 millones serin tinanciaZzg con recursasiniernus y el resto
Q.322.6 mi'ores serdn linancindas con recursos ¢xiernas,

Tal y icm0 3¢ expresa ¢n [as crientacionds Jde medidas €& accian inmedita del
Acterdo Nacicnal los sectares prioritarios y pridilzgiades con el mayer volumen e
ieversidn sea Transparte, Vivienda y Dasarrallo (ircluy2 el fortalecimienta municipal can
el 873 comssoonal) Salud, Adua y Saneamientd Amblental, Educiaciin y Seguridad
aterna con el 77.5%% (ver cuadro 1),

Es iportante resaltue que Q.133.3 miliones ¢u¢ comprende ¢l L1% de lu
inversidn tctal que estén siendo asignados a los Foncas ofientados al desarralla de fa

poblacion de las dreas del pais mis deprimidas tales coma ¢l FIS, ¢l Fondo de

sclidaridad para ¢l desarrollo comunitario, FONAPAZ.

La situacidn descrita en los pdreafos anteriores i¢ ref¢ja igualmente ga el undlisis
de la inversién el Cobierno Central nivel institucional resaltando el zeso de la
asignacidn cel Ministerio Je Finanzas por la inclusidn ¢e ia mayar parte de los fondcs
ya mencionados,

Es importante indicar que los proyectos a ser sjecutados dentro del Plan de los
130 dias estd orientadas fundamentalmente a la reduccién de "a pobreza asi como a la
seguridad ciudadana.

A coatinuacibn se incluye los cuadros sincesis ce la irversidén Jel Gobiernn
Central,
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Cuadro No. 2
INYERSIOM DEL GOSIEARN O CEMTRAL
PLAN OE LOS 130 DIAS
(Ea \llag cla Queazilas)

‘ : Ly = dint
Mo da As:ignazan Qrsan de] B

3TITUC.CNES Prayactas  Julo-Ce Firanemiants ‘

1593 Intarno Sxtarrg

TOTAL 47 1123C53 727533 227 413’

Presidarcia da 'a Repltlica 8 107,823 2,693 104,928
|

Ministario da: :
Relacionas Exlaricras 7 1,433 11,433 0

|

Cefansaiacional 2 13,138 13,185 0,

!

Finanzas Publicas 9 329.201 302,287 1/ 26334,

|

Educacidn 10 43,149 45,149 Q.
Salud Publicay A. S. 7 100785 30,357 80,428
(1a0a,2 y Frevision Sutial 5 S.228 oo <
Agricuitira, Gy A, 3% 80338 12,308 43 291

i

Comurnicazionas, T.y O. P. 253 334 529 327 339 58,970
Snergiay Minas 13 d.332 832 0
CalsrayUspenas 2) 0519 1d253) 2014
Casarrcllo Urbano y Aural 18 47,741 20,430 27.29 |

! §

Contraloda Ganeral de Cuentas 2) 7,528 7,528 o'-

1/ incliya Q.293.503.0 Aports Constitucional
2/ Incluye Q. 22,155.0 Aporie Canstitucional BEST AVAILABLE DOCUMENT
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Cuacra Ma. §
INVERSICN CEL GCH!FANMNO CENTRAL
PLAN CE LOS 120 CIAS
(En Mlasg ca Suaalag)
Pv=Saci

f NEE As.3rac.cn Qrigan cel I
; SECTCA P-oyqcios Jaa=Cie Berare i snto '
. 1393 ‘'arra Sviarmn

: TOTAL 7 11352833 797333 M
CAumesriiia y 3arvcca Cenars oy 0 3537 33538 ., 141 ,
Qalarsay Sagurizaginiacea 4 11844 11 334 3
Riranc a0 27 12.834 9.592 2,542!}
s‘/:v'tnda 4 =asarcilo 8 293403 247303 v 5,5coj
:.'.1..- ar'a 4 mdrecarbures 2 383 353 o}
!Agn’cc.’. 41 e3C8?7 1301t 5 c75;
{ ImQLstria y Comaercio 2 452 4352 o} '
ir,,n,;org,, 82 250.323 224,107 72 21aj
fComumcacicran 14 1893 1493 O:
| Erergia 9 1.870 1.870 o;
:s.\lud v Agsiarcia Sceial 49 1u8 T 94 3Q1 ‘3.‘72,'
s Trakbain y Traryéa Scelal 7 3,300 3,3c3 3 ‘
; Z<ducasidn. Corciay Cultura 109 120,792 1C3.108 ¥ 17 584,
: VILLTSSCTCR'AL 7 1378 13834 113793
‘Fcr‘d:) 2@ 12landad zara sducacidn

ar maria 1 scco 5 1
“Crigita oeaular 1 19.4C9 o 13 €9
f;a,,m,,‘ 1 3.c00 o acca!
'Fy 1 50 ¢ea 0 so.coo;
|
Forapaz ! 21.838 0 2133a;
Foguaw 1 21 658 0 zr.asai
' |
Fanda ¢a salaridad para al | 13,034 19034 Oli

| desarrgilo camunitario
|

1/ meluye Q. 12.6C0.0 Aporie Constitucional
2/ Inciuye Q. 374.250.9 Aperte Canslilucional
3/ Incluye Q. 40.731.0 Agartc Conslitucianal
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ACCIONES ESTRATEGIA POLITICA

» Ercomendar a la Comision Presidencial de Dereches Flumarcy (COPREDEH)
la e'azoracidn e un plan de accidn para 11 ahservaniii y Jasaatia de los
Cerectos Flumaacy, taanda ¢n cuenta las reeunierdacior2s del E<pei0 Asescr
de NVaciones Unidas en esa materia.

’ Realizar estudios y consultas en relazién a un Fondo Nacional [rndigena, lastar
al Cenyreso de la Repablica para fa pronta ratificacion cel Cunvenio 169 de la
OolT.

» Garantizar ¢l respeto a la libertad Je emisiCn <zl pensamienta,

’ Estediar la formacian de un Consejo de Seyuridad Ciudedana cen nmplia'

representacion.

) fectuar la depuracidn de 1as ndminas de las Fuerzas ce Seguridad Civil,
’ Perieccionar los mecanismos de seleccidn del persenal d¢ 1a Policia Nacional.
3 Solicitar al Congreso la pronta aprobacidn de la nueva Ley Orgdnica de la Policia

Nacional. Preparar los reglamentos respectivos.

] [niciar acciones para la capacitacién de los agentes de 13 Pclicia Nacional y la
LIEJULL W6 AU G UIPARLE WL

o Iniciar la articulacidn de las acciones y recursos de 1as distintas galicias bajo la
coordinacidn del Ministerio de Gabernac.dn.

’ Precentar al Congreso [a iniciativa para actuarzer i Ly ue 2espuasahilidades y
modecnizar la Ley de Prabidad,

) Cruatuigar la Ley Ovyiaica del Mitialeriv Puitinnd Rifd vontiEeed Su autononu,
su estructura administrativa y sus (iecinismas opecativos.

’ Divulgar el principio de que ningin funcivnario 0 empleado pablico esta abligado
a cumplir Ordenes ilegales.

’ Reactivar el Sistema de Consejos de Desarrolle Urbano y Rural imediants [

convucataria para designacion de sus representantes en los diterentes niveles.

) Activar un Programa de Seguridad CiudadanaBEST AVAILABLE DOCUMENT
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' Ara'aar y establecer los mecanismes de intsrrefacidn entre el Sistema de
Consejcs de Desarrcllo y los Comités Lacales.

’ Agcyar 'a [rstancia Nacional el Corsenso, a pactir Ce su frepia Jefinicdn de

gersenatidad juridica, para la discusidn y 20squeca de tauciones a los problemas
nacicrales.

’ Exhorar a 'a [nstancia Nacional del Consenso. para la iategracion Je atras grupcs
representativos, ea proyeceidn a otros dmbitus territoriales <e fa Repablica,

’ Revisar 12 estructura y funciones y calificar el pe:sanal existente en les Embajadas
guazemaltecas acreditadas en el exterior, asl :omo en la Cancillerfa,

’ Establzcer prioridades y lineamientos claros de accidn para cada una de las
Embajadas de acuerdo a su ubicaciéa geopatitica.

) Iniciar Ics estudios para establecer la carrera diplomdtica.

2 Estuoiecer un sistema adecuado de informacion hacia las Embajadas
guatemaltecas en el extranjero, especialmente €1 matesia de Derechos Humanos.

’ Crear los Consejos Cansultivos Ministeriales,

Establecar un mecaalsmo interinstitucional Je coordinacidn de la cooceracidn
internacional entre lus Ministerios de Finanzas PGblicas, Relaciones Exteriores y
la Secretarfa Genecal de Plaaificacidn Econémica.

ACCIONES ESTRATEGIA SOCIAL

\H ! 2. i

) [niviue L gjecucion del Fondy de Desarrallo Regicaul, o cargo de los Consejus Je
Desarrollo, paca la realizacion de mis de 410 cbras de:nandadas por la peblacion
en matetia da salud, educacidn y cofunicaciones.

° Canalizac los Fondos Sociales en coordiaacion con los Consejos de Desarrollo,
? S¢"promoverd una disteibTién mids justa e lus iAversionés pablicas” a uivel

tecritorial, a partie del Presupucsto de Egresos de 1994.

BEST AVAILABLE DOCUMENT
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’ Cccrdinary compartic ccn lis municipaiidaces 21 financinm’enta de pregramas y
obras destinados a la dotacicd de servicios publcus privdinie.as,
Educacidn

Para ¢l Contoe Cuucnnidn Lig principales accivles deben cabrie los uspectos

relativos a hacer efectiva el aporte constitucional a CONALFA, el aroyo a esquemas
novedeses educativas  participatives y tlexibles, modalidases <e o fimancinmienio
ccmpactido, proyramas cestinados 4 poblaciones prioritarias (i.e. educacion de la nida),
pronta definicidn e la estructura y funciones de las dependecas cel MINEDUC, Ia
revisidn y fectalecimignto de las pregramas de apoyo a la eduancidn y la reactivician de
las negociaciones can las diversas fuentes de cooperacion internacianal, en espacial el
programa sectarial del BI(D.

Se hard una revisidn Cel preyecto de reglamento de la Ley de Educacién Nacional
para definir 12 reorganizacidn técnica y administraziva del Ministeriode Educacidn
en sus unidades priaritarias.

Se hard una evaluacién de mcdalidades curriculares inncvadoras, participativas
y flexibles para su {octalecimiento,

Se iniciard 1a puesta en marcha del sistema nacional de capacitacién permanente
de los reenirens hymanng del MINEDUGC,

Se elabarard un inventario de recursos e infracsteuctura (isica con el objetivo ce
identificar, en coordinacidn con diversos sestores, las lecalidades prioritarias para
la ampliacion de cobertura educativa.

Se hard operativo el Fonda Nucional paca [a Educavion Rural Coparticipativa,
Se evaluardn los programas de apayo del Ministerio de Educacion.

Se iniciardn una profesionalizacién y capacitacion del personal :écnico-
administeativo de las Direcciones ﬁcgiona!es y Departamentales y dJe las
Supervisiones Educativas.

Se terminard 1a reparacidn y mantenimiento ce edificios escclares prcgr:\madbs
para 1993, y,

Se fortalecerdn la Educacidn ambiental la Cducacida para el trabajo y la
Educacion en Dercchas [ lumanas ¢n tudes s riveles y modalidades educativas.

1 £VAILABLE DOCUMENT
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o Se estadlecerin.lcs mecanismos que aiegurzn 2 coordinacion entee s
institucicnes que inteyran ei sector y se Yehniid SiAics j ATTmas [lia reyiv ia°

operacidn ce los Servicics, las caractecisticas cel personal y la construczion y
equipam.ento ¢ SErVicios.

’ Se recritnizardn los sistemas 'e los cery cine hussando eliminar lns absticulaeque
¢ntorpecen su Oportuna y pranta prestucian,

> Se bussard regionalizar funcioralmente la red de servicios y fo-ta'eser fa
investigacidn ea ¢l sector.

Agua Potah's y Sareamiento Bisicg

] Se iniciar4 un reorcenamiento profundo del sector, fortaleciendo 1a planificacidn
y coordinacion de sus proyectos, tendiendo ¢ una descentralizacidn rcul de lus
respansabilidades en la ejecucion y operacién de los sistemuas de agua y ¢n los
sepvicios de saneamiento ambiental a nivel lucal. :

o Se definicd y coordinard la politica hidrica del pais, en '0 que concierne a la
regulacién del uso, conservacion y proteccidn del recurso agua y guiard el praceso
de reestructuracidn del sector.

° Ampliac la cobertura de oferta del servicio de agua potable y sanearmiento,

’ lncremento de servicios de alcantarillado, drenaje y ‘etrinizacidn, asf como el
manejo de desechos s8lidos.

’ [ncremente de las acciones de coordinacion municipal con empresas peivadas para
que 3¢ dediquen en forma integeal al manejo y mantenimiento de los servicios de
agua putable y saneamiento ambiental,

’ Agitizar tos tedmites para la autorizacion del marcalegal para el apravechemiznto
cacivnal del recurso agua (Ley de aguas),

Medio Ambignle

Para la Proteccidn y Mejoramicnto del Mudio Anbiente, se aplicardn ¢on mayor .

severidad acciones para ¢l cumplimiento de la ley y a mejorar la gestion ambiental,
courdinaada acciones con los Ministerios de Eneryfn y Minay, Cumunleaciones,
Transpactes y Quras PUblicas, Agrleultury, Ganaderiay Allmentacidn, Desacrallo Urbano

BEST AVAILABLE DOCUMENT
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y Rural, CONAMA y CONAP, Se establzcerin mecanismas para reforzar las paliticas
de ambients y desarroto en los programas y pro,esies e [us diverscs seitares,

' Se iriciacd 13 reorganizacion y fortalecimiznto institucional, tanto téenice coma
administrativo de CONAMA y CONAP con ¢l tin Ce que desarrollen un papel
ceal y efectivo en el seguimiento al cumplimicrta de ieyes. reg'amentas y nermas
ra ’1 f’_rf"-c'ccu'm y co.mvr'/nci(‘.n de la calilad amhieanl y esaabiercan uea
coordinacion intersectorial adecuada. :

» Elaborac estudios para evaluar 13 aplicabil'dad y =ficacia de las leyes, reglamentos
y normas existentes en pro de la proteccion d=l medio ambiente, en especial
aspectos vinculados con narmativas tales como la ley forestal y los estudios de
impacto ambiental,

’ Disefiar un Programa Nacional de Educacion ambieatal, con 1a participacion del
Sector Privado, ONG's y las organizaciones comunitacias y gestionar su inclusidn
en el presupuesto de 1994,

] Preparar en cootdinacion con diversos sectores uma estrategia nacional de
ambiente y desarrollo.

’ Fortalecer en los pensum de estudios a nivel primario v medio, ¢l componente
ambiental, enfatizando en la naturaleza integral y global de la problemdtica
ambiental y sus consecuencias ecaldgicus y sociales.

o Promocidn internacional para el apoyo y me;oramiento ce la gestidn ambiental.

Vivienda

En relacidn a la Vivienda se definird la Palitica General, Se astard tomando en
venta el habitat natucal y social de las familias para mejorar sus condiciones de vida e
iniciar 1a reduccidn de manera significativa los céficit habitacional dando prioridad a los
eectores de poblacion de menores ingresos y dol drza rurl Tarn tules peopdsitag
también es importante realizar una revisiiny adecuac 6n del FOGUAVIy de lu Unidud
Ejecutora de Proyectas de lutes con servicios financiados por ¢l BID.

[] . V .

Pura entrentar-la critica- situcion-Alimeataria-Nutricional-de -la pablacién, se
estacAn realizando acciones para poner en marcha ¢l Sistema Nacional de Alimentacion

y Nuteicion (SNAN), cun el cual se busca integear acciones Jel Sector Pablico,
organizaciones empresariules y comunidades. Cahe ayregac que se estardn reforzando
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lag aciivid=2ss relaciomidas con fa fortificacin ¢ #l conteol e otirentes, Cabra
part.culag mpariancla en esie campo, la delnicidn del satema de saliaitud, traasparte
y entrega Ce 2LmenICs darados a través de pregramas y preyectes sobre alimentos por
traba,o, atesc:on masrna-iafantl, comedores infantiles y 2scolires y aterciin del nifo
y la familia.

’ Apichar y porer en rareha el Sistema Nazenal de Allmatacifn y Nutricicn,
SNAN, con el fin pamordial de iniciar acciones cocrdinad.as ce lag instituciones
tel Secter Pablico, con el apoyo el Sevter. Privado y CNG's.

o Elabcrat la programacion de actividades y presipugsto para 2| SNAN en 1994,
y elatcracidn de proyectes de enfeque mult'sectarial para eecucion ea 1994,

’ Preparac propuesta para programacion, requerimientos, transpane y distribucidn
Jde alimentcs danad s ya sean nacionales o del sxteriae, nrientedos a la peblacion

pobre y extremadumente gobre ea comunidades especiticas y en base a

mcdaidades tales como: alimentos gor trabajo, atencidn materno infantil,
comedores infantiles y escolares y otras.

La ateacién del nido y la familia requizre de esfuerzos que no serdn escatimados,
ya que el bienestar ce la familia redunda en el bienestar del nifo. Por tal motivo el papel
de 12 familia es decisiva en las acciones de desarrollo del pais. Asl entonces dentro de
les proximaos LV aias |as ael sector pubnco astarun grientauas d tortaiecer los programas
Je atencidn del nifo, principalmente en los proyestos de hcgares comunitarios de
cuidado diario, buscando acciones de apoyo relacicnadas con hogares de medio tiempo
para nifios de edad pre-escolar y escalar, promocidn y organizacion juve nil, divelgacidn,
promocidny proteccién de los derechos del niflo, recreacion intracomunitaria, promocidn
y organizacidn de la mujet, apoyo al desarrollo comunitario y produccidn e alimentos

fortificados.

Asi tunbién se estarin efectuaade accienes de renrganizaciiny farlacimicinio
del prograutl de atencion 3 viudas y huérfanos v del programa de a:encidn del nido de
la calle, Ademds se estard realizande acciones con el fin de reestructurar técnica y
administrativamente la secretarfa de Bienestar Social y buscar 3u efectiva coordinacidn
con los atros programas de promacion y asistencia social del sector publico y privado.

Dentra-de este compenente de atencion al aido y la famil'a, cobea particular
importancia lo relacionado en la promacion de lactancia materna, en tal sentido se
efectuarin acciones qué permitan fortalevee la Cemizion Nucional de lu Promocida de
la Lactancia Materna-CONAPLAN-.
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B clacidna estu Lltimo anpesto, as Jdard :aatiniiidad alae vcalmnas tisl Pemgrama
da Atencién del Nifio en las Hogares Comunitaries e Culdado Diario, la Atencida de
Viudas y Hudrfanos Victimas el conflicio armaco y 2 Ateacicn del Niig de ina Cal'e,

En apcyo a las acciones y estrategius scciales se hard operativo el Fonda de
[nueesion Seeial y oo evaluard [a tutuci fusin de o prograinas ue FONAPAZ ¢ ¢l F(S,

ACCIONES ESTRATEGIA ECONOMICA

Campo moretarios

» Tenemas un compramiso con el pracesa de rodernizacidn ¢condmica para lo

cual en el perlodo de los 180 dias se realizacin las siguientes acciones:

’ Se respetardn los acuerdos y convenias multilaterales y bilaterales de
financiamiento externo,

° Se apoyardn las acciones de la palitica monetaria en sus esluerzos para preservar
la es:abilidad macro econdmica sin comprumeter el crecimiento.

il seals

’ Campada de incentivacidn del pago de irpuesios para contribuir al cumplimiento
del Programa de [nversidn PGblica y gasto social,

) Programa de (acilitacién de cumplimiento tributario y  praocedinientos
fortalecimiento los programas de fiscalizacidn y control de la morasidad.

’ Prescntac fa iniciativa Je la Ley del [mpuesta Territorial.

) Cuntinuae la reforma estructural Jel Sistena Aduanero.

» Organizacién | realizacidn de la Reunion del Grupo Consuliivo para la gestidn

de recursos [rescas para el Programa de [nversiones Publicas.

» Culminar las regociuciones hilaterales posteriores al Acuerdo can_el Club de
Parfs.

SEST AVAILABLE DOCUMENT
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Analizar la estructura y apayar la ejecucion del Gasto Piblico del 2o, semestre
de 159], atendiendo las prioridades de apsya a fa reduccién de I3 pobreza
seguridad ciudadana. ' !

'— ! - - T

Preparar prapuesta de revision del macco rormativo-opdrativo cen el chiety Ve
. . . ' . ¢
agilizar, racionalizar y hacer transparente el gasto pib.ico,

Elatoracidn de un cronoyruma financiero mensual pard atender la deuda
flotante y lus pricridades de gasto publico. .

Pieparacion d¢ rlanea Operativos \ivaive potd 1994, buscande farta'ecer 138
acciones para reducir la pobreza,

mprorent mer N

. ' l a Co (.c

Apertura de la ventanilla Gnica para las inversiones,

Poner en marcha la oficina de informacidn a! consumidor.

Continuar con la negociacién de acuerdos de complementacidn econémica con
Jdfsdy y 3ripos de nafeag aminns, :

Agilizar los trémites para la consolidacidn de la integracién econémica
centroamericana.

[niciar el procesa de desregulacién del sistema econdmico,
izacion [nstityei

:
[niciar el fortalecimiento de la coordinacion intersictorial a nivel regional,
descentralizando las unidades sectoriales de planificacién.

Estudiar los mecanismos para viabilizar la elaboracién regional del presupuesto
anual Jde la Nacidn,

Ejecutar programas de capacitacion para autocidades y empleados municipales,

BEST AVAILABLE DOCUMENT



