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MUNICIPAL DEVELOPMENT IN GUATEMALA;
SECTOR DEVELOPMENT STRATEGY ASSESSMENT

This preface outlines three strategies suitable for the Guatemalan AID
Mission based on the following repoit Municipal Development in Guatemala: a
Role for AID. These strategies are recommended for consideration in preparation
of the Country Development Strategy Statement.

Strategy One: The Mission should bring municipalities into its current
development efforts

AID-Guatemala is deeply involved in local develcpment. For instance, the
Mission supports a $10 million dollar effort implemented by the National Rural
Electrification Cooperative Association to extend electricity largely to Highland
villages; a $9.5 million dollar prograr. of the Ministry of Health and Education to
extend water and build latrines, also primarily in the Western Highland; non-
traditional agricultural exports and maquilas; and Ministry of Education efforts
to promote bi-lingual education and equip its regional and departmental offices.

Funas from these and other programs find their way ultimately to local
teachers, farmers, micro-business owners, and indigenous schoolchildren, and
into local water systems, sewer systems, houselold latrines, and electrical
equipment.

First, however, AID’s current programs work through central government
Ministries. They support the staff, projects, and subsidiary organizations of these
Ministries to work at the local level. They also leave local governments almost
entirely out of the picture. None works systematically and primarily with local
governments. None seeks to fund local government efforts or strengthen local
government'’s ability to provide schools, wat=r, sewers, and rural roads. A hole
exists at the center of the Mission's development activities where local government
should be. Although AID is involved in local development, the Mission has yet to
support municipal development and local government.

One might ask: "Why is it usefu! to support local government and what
relevance does this have to supporting democracy? After all, don't local
governments put most of their money into paving urban streets and little into
raral areas and more ‘developmental activities?' Aren’t local governments elitist
and unresponsive to the majority?"

The field research indicates that the notions that local government is
unresponsive to local people and neglects rural areas are wrong. Guatemalan



municipalities have a remarkably democratic and effective system for prioritizing
investments and getting money to rural areas. Municipalities operate through a
system of village and neighborhood committees and auxiliary mayors. The
pop:1lation of every village elects a committee and agrees on an auxiliary mayor,
which act as the government of the village. The committee and auxiliary mayor
prioritize local needs, make budgets, refine these budgets with the help of the
municipality, and supplement local government’s funds with village money and
labor to get infrastructure built. Typically, the cost is a fraction of that of public
works constructed by central government Ministiies. The committee and
auxiliary mayor then have respensibility for charsing residents small sums to
maintain and operate these services. Thus, local governments operate
democratically and can get infrastructure and services to the people who need
them at a fraction of the cost of centralized efforts.

This system of collective decision-making and infrastructure provision is
fundamentally sound and needs strengthening, not neglect. It potentiaily has
many advantages over the centralized and costly approach of central government
ministries. Non-governmental organizations (NGOs) are also a poor substitute for
local government. Some AID-funded programs seek to institutionalize their efforts
through working with NGOs. Yet NGOs are unelected and transitory. Local
governments are elected and permanent features of the local scene.

By working with local government, AID can strengthen this grassroots
system of collective decision-making and can more efficiently deliver programs to
the people that need them.

By working with local government, AID can also leverage its resources with
the 8% transfer funds.

In sum, the sriccess of AID’s current portfolio depends on working with
municipalities. For instance, although AID favors decentralization of education,
the Mission runds Ministry of Education projects and has yet to operate with
municipalities. However, much of the money that goes to the Ministry of
Education never gets down to the local level. The Ministry of Education had
promised one community visited in the field research of this study a school for 16
years. Finally, the municipality built the school at one-third the price budgeted
by the Ministry of Education. AID could work directly with municipalities to
build, equip, and maintain schools at a fraction of the price of supporting the
Ministry of Education to perform this task. Equally important, direct support of
local government would also empower local people to solve their own problems
and strengthen grassroots democracy.
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Strategy Two: Address the systemic needs of municipalities with resources
from the Guatemalan Peace Scholarship Program and the Fiscal Reform
Project.

Guatemalan municipalities are democratic bodies. However, they suffer
from a series of systemic problems that hinder their operation. These problems
include the finance of operation and maintcnance of infrastructure, and for higher
salaries of trained municipal staff; lack of influence at the national level: little
a knowledge vacuum on democratic and development practice at the local level:
low technical and administrative capacity; poor financial management: and a
confusing and constraining regulatory environment. These problems often inhibit
local government from responding to local people’s needs and devalue local
democracy. After all, what good is the vote or participation in local affairs if it
recults in no action?

Two programs of the Mission are well-suited to helping municipalities
overcome these systemic problems: the Guatemalan Peace Scholarship Program
and the Fiscal Reform Project.

The Guatemalan Peace Scholarship Pregram is funding groups of local
leaders to visit the United States and expose them to iocal democracy and
development projects. Yet an information vacuum exists about municipal
experience in development and democracy in_Guatemala. Local people
" understand how their own municipality functions, but have little idea of
participation and the provision of public services even in neighboring
municipalities. Mayors have no systematic means of learning about other
communities’ exrerience except by word of mouth. Partly as a result, no
organizations are able to effectively represent and lobby for municipalities at the
national level. The Antigua proucess (see Appendix 5.3 of the report) sponsored by
AID has encouraged communication between mayors and a dialogue between
municipal and national government on local needs, yet much remains to be done.
GPS should help fill the informaiion vacuum at the local level by funding a
number of projects detailed in the report, including a Municipal Initiatives
Bulletin, support for the up-coming conference of ANAM in January 1992, and
visits of municipal leaders to learn about innovative projects within Guatemala.
These efforte should inciude many of the local leaders sent to the U.S. and relate
their experiences in the 11.S. to Guatemalan reality. They should be funded as a
follow-on phase to the Guatemalan Peace Scholarship Program.

A major goal of Democratic Initiatives is to promote "information
management and exchange among democratic institutions." The geals of the
Guatemalan Peace Scholarship Program are to "broaden the vision of the role of
the local community”, "strengthen leadership”, "enhance the potential for
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cooperation”, "heighten awareness of the community’s identity”, and "encourage
solutions to problems in conjunction with other local communities." These goals
can be met by a second phase of GPS that focuses on Guatemalan municipalities
and reiates experiences of participants in the U.S. to Guatemalan municipal

realities.

The Fiscal Reform Project (FRP) well suits a number of other key needs of
municipalities. Currently, FRP focuses on tax reform and budget management
at the national level. However, as municipalities gain resources and greater
power, reform of their tax structure and budgeting process gains in importance.
The most pressing issue is the property tax. Potentially, revenues from the
property tax could solve the critical financial problems facing municipalities:
funds for operation and maintenance and for paying higher salaries to trained
staff. The return of tuis tax from national government to local government is
probable. Yet many problems make this possibility highly problematic. Local
cadasters and land records are nom-zxistent or in disarray. Some national
politicians favor the return of the propeity tax, but only in exchange for a halt of
the 8% transfer to local government. Such an exchange would be disastrous for
the vast majority of municipalities. Finally, effectively taxing large properties is
perhaps the most effective way to redistribute wealth from a small affluent elite
in Guatemala. But, for that reason, it is a dangerous enterprise. Thorough
investigation of these issues is critical to the future of local government and
Guatemalan society. The Fiscal Reform Project should apply its expertise to
investigate the property tax and build consensus on reform.

Just more money will help, but not solve municipalities’ financial problems
and their ability to meet the expectations of local people. Currently,
municipalities have little idea how to budget, plan, and manage their money.
They have virtually no staff capable of these and other technical functions. A
number of confusing laws put municipalities in a regulatory straightjacket and
make effective use of tiieir resources difficult. The Fiscal Reform Project should
also extend its efforts to financial management, training, and the regulatory
environment of municipalities.

Strategy Three: Select key Guatemalan institutions to work with.

AID must have partners in order to be effective and to institutionalize these
reforms. Three organizations potentially play a critical role in municipal affairs.
ANAM, the municipal association of Guatemala, represents mayors in national
politics. INFOM acts as a window for international donors--particularly the Inter-
American Development Bank--to lend funds to municipalities; it is the only source
of municipal loan finance. The Controlaria General de Cuentas de la Republica
interprets and enforces the laws that affect municipalities. A fourth organization-
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-Spanish Assistance (FLACSO)--is the only entity that currently trains municipal
staff.

AID should selectively work with these key organizations that affert
municipalities. The Guatemalan Peace Scholarship Program should work with
ANAM to disseminate knowledge about local development 2nd democracy, and to
help increase municipalities’ influence as noted above and in the report.

The Fiscal Reform Project should work with the Controlaria General de
Cuentas de la Republica and FLACSO on municipal training, management, and
finance. _ Currently, many regulatory problems arise for local government not
because of the letter of the law but because the Controlaria’s field staff interprets
the law much more restrictively than the head office. Top management of the
Controlaria would like to re-train and re-orient this organization’s field staff in
order to give municipalities more flexibility to administer their affairs, and is open
to working with AID.

The director of FLACSO has expressed interest in co-financing and
participating with other international donors in order to expand its training
program. This program has achieved a good record in educating mayors,
secretaries, and treasurers on a limited scale. Investment in its expansion would
provide a low-risk, high-return support for local government.

The programs of both the Controlaiia and FLACSO are ripe for AID
involvement. These opportunities should be investigated. If the will to reform
INFOM emerges, the Fiscal Reform Project should also work with this organization
on municipal financial management, tax reform, and training.

Fundamentally. these three strategies call for re-orienting AID’s approach,
not large additional amounts of money. Guatemalan municipalities are
democratic bodies. They have great potential to promote local development.
However, democracy alone does not get water, electricity, and other basic services
to people. If democracy brings no benefits, people devalue and question it. AID
assistance can best promote local democracy--the only kind the vast majority of
people experience--by strengthening the ability of local government to provide
these services.

Guatemala is at the beginning of discovering the possibilities of local
government and of local involvement in democracy and development. Much
remains to be done in practically all areas of the municipal system. In this
context, very modest efforts can yield a high return. AID can and should play an
important role in this discovery.
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I. MUNICIPAL DEVELOPMENT AND DEMOCRACY IN GUATEMALA

The present moment is one of historic potential for municipal development
and democracy in Guatemala. Two forces form its context: the continuing
transfer of 8% of the national budget to municipalities mandated by the 1985
Constitution and continuing efforts to establish a viable democracy:

The Constitution of 1985 mandated the transfer 8% of central government
revenues to municipalities for investment in local infrastructure and public
services "that improve the quality of life and income of residents." This amount
represents unprecedented support of local government. The 8% transfer
increased the capital revenues of local government by 581% in real terms in its
first year--1986. Although interrupted in 1990 for three of four trimestres, the
transfer of the 8% to municipalities has continued in 1991 roughly on time and
in the amounts specified by the Constitution.

The 8% transfer has provoked a qualitative change in how municipalities
operate. Before, municipalities’ inain source of infrastructure finance lay in
seeking grants and loans from central government ministries and other central
government entities. Local governments continue to seek these funds. However,
they have now begun to plan and construct most infrastructure projects based
on receipt of the 8%. For the first time, municipalities can provide a significant
level of services and infrastructure on their own. Consequently, planning,
budgeting, and management now have greater relevanc: to the conduct of
municipal affairs.

Equally important, receipt of the 8% has greatly raised local people’s
expectations of municipal government. According to the mayors interviewed for
this study, people expect a much higher level of services and infrastructure from
municipal government than before receipt of the 8%. The 8% transfer has begun
to transform not only municipal government but also the institutions surrounding
it. These reforms are still at an early, delicate stage and in need of support.

The ability of municipalities to satisfy the increased expectations of local
people is fundamental to strengthening Guatemala’s incipient democracy. Voting
was re-established under the previous national government from 1986-1990.
However, the establishment of a formal democratic structure remains more a
promise of democracy than its reality. Local government has played a key role in
the development of democracy in many countries, dating from the Magna Carta.
The municipality is the only government wich which the vast majority of people
have direct contact. In Guatemala--where current practice constrains the large
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portion of the population. that is illiterate from voting--responsiveness of local
government to people’s needs for water and other basic services is arguably even
more important than the vote.

Finally, local government remains the key institution at the local level able
to make the connection between local development and democracy. From 1950
to the debt crisis of the early 1980s, the weakness of municipalities tempted many
Latin American national governments io create parastatals and other forms of
organization to circumvent local government and provide local infrastructure and
services directly. This substitution has occurred less in Guatemala than
elsewhere. Guatemala has centralized some functions often performed by local
government such as primary education and health. However, municipalities have
retained responsibility for urban services and infrastructure. Although education
and health are legally the responsibility of national government ministries,
Guatemalan municipalities have also played an important de facto role in these
services.

Thus, compelling reasons exist for support of municipal development,
particularly at this critical juncture in Guatemalan history. But is AID-
Guatemala the appropriate organization to provide this support? The parameters
that the Mission has set for this analysis include a modest level of financial
resources and staff and the need to build on the existing programs of AID,
particularly the Guatemalan Peace Scholarship. Given these conditions, can the
Mission provide a level of support that would make a difference? Finally, what
types of programs best match the Mission's objectives with municipal needs?

To answer these questions, the following sections analyze the critical issues
in Guatemalan municipal development (Section 1I), evaluate the key players and
their potential for partnership with AID (Section I1I), assess AID’s past and current
involvement in local and municipal development (Section IV), and make
recommendations (also Section IV).



II. CRITICAL ISSUES IN MUNICIPAL DEVELOPMENT

An understanding of six key areas is essential to designing support of
Guatemalan municipalities: the 8% transfer; community participation and the
relationship between local government and rural areas; the maintenance and
operation of infrastructure; the administrative and technical capacity of
municipalities, and municipal financial management and its regulatory context;
and the property tax.

2.1 The 8% Transfer

The 1985 Constitution officially recognized the autonomy of municipalities
and assigned to local governments 8% of the revenues (Presupuesto General de
Ingresos Ordinarios) of national government. National governinent began to make
these transfers in 1986.

The nominal amounts, manner, and timing of these transfers from 1986 to
1988 has been documented elsewhere.! The amount of these transfers reached
nearly the 8% of central government revenues prescribed by the Constitution.
The criteria for distributing the 8% transfer between municipalities changed three
times in this period. These changes reduced the amount going to the poorest
municipalities and regions relative to what would have been the case under - the
previous criteria and increased that going to the most prosperous municipalities,
particuiarly departmental seats. The law specifies that central government
distribute the 8% transfer four times a year at the end of each "trimestre."
However, distribution was delayed an average of 53 days between 1986-89. No
standard manner was employed to make these transfers: often, central
government officials including the President delivered checks personally to
mayors.

However, two aspects of the transfer of the 8% have been insufficiently
appreciated and provide important insights into Guatemalan municipalities.
First, the sectoral breakdown of the 8% provides information about the priorities,
de facto responsibilities, and level of development of Guatemalan municipalities.
Second, all previous analysis of the 8% has been done in nominal terms.
Correcting these figures for inflation and putting them in the overall context of
municipal finance allows analysis of the effect of the 8% on local tax effort.
Joined with the record of transfer since 1989, these figures also indicate the

! See Echegaray, Francisco I.; El Papel de Las Transferencias Fiscales del
Gobierno Central al Gobierno Municipal v la_Descentralizacion: el Caso de
Guatemala, USAID, RHUDO/CA, ROCAP, INCAE, September 1991,
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central government's commitment to decentralization and strengthening
municipalities.

o Sectoral Use of the 8%. Table 1 presents the sectoral breakdown of
the use of the 8% transfer.
Table 1

Investment of the 8% Transfer
by Sector and Major Project Type, 1986-89

Sector or Type of Project % Invested
Housing and Urban Development 53.5
- Street cobbling, paving, & other
road construction 26.3
- Multiple-use facilities : 10.3
Public Health and Social Assistance 28.0
- Water systems 19.7
- Sewers 4.6
Education 13.1
- School construction 9.3
Industry and Commerce 1.1
Others : 4.3
Total 100.0

Source: Echegaray, Francisco; "El Papei de las Transferencias Fiscales del
Gobierno Central al Gobierno Municipal y la Descentralizacion: el Caso de
Guatemala’, USAID, RHUDO/CA, ROCAP, INCAE, September 1991.
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Municipalities used the 8% transfer primarily for the construction of water
systems (19.7%) and roads (26.3%). Although road construction figures higher
than water system construction ir: the use of the 8%, municipal staff interviewed
for this study unanimously. stated that water system construction and
maintenance is their highest priority. All 330 municipzlities in the country now
have covered part or all of their urban area with a water system. Most of these
systems were in place before the 8% became available. The continuing
investment in water is for extension to complete coverage of the urban areas and
to extend water to rural villages.

The other major uses of the 8% are mulitiple-use facilities (10.3%) and
schools (9.3%). The Ministry of Education has official responsibility for school
construction and operation. However, municipalities’ large investment in school
construction demonstrates a considerable de facto responsibility for education.
Municipal staff interviewed for this study indicate that central government rarely
builds schools in a timely fashion. Rather, local governments are expected to
build schools, a task they perform at one-third to one-half the expense of central
government. The quid pro quo is that central government pays the teachers of
the schools that local government constructs. However, local governments must
often pressure and pursue central government to pay teachers’ salaries.
Municipalities also frequently maintain the schools and buy didactic material.

Relatively little is invested in sewers (4.6%) and industry and commerce
(1.1%). This picture contrasts with that of other, wealthier Latin American
countries such as Brazil and Argentina where construction of sewers and
industrial parks are major activities of local government.

o Real Fluctuations in the 8% Transfer, Local Tax Effort, and the
Commitment of Central Government to Decentralization. An important issue
raised by the 8% transfer has been its effect on local tax effort. Mayors might be -
expected to charge residents less after receiving such large cash infusions from
outside. Table 2 presents the real change in the major income categories of
Guatemalan municipalities excluding Guatemala city between 1985--the year
before the 8% transfer began--and 1989.2 Local -government collects many of
thesc. charges. Hence, the real change is a good indicator of local tax effort.

? These figures have been corrected for inflation and exclude Guatemala city, |
whose size and singularity often distorts the picture of the municipal sector.
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Table 2

Real Change in Revenue Sources of Guatemalan Municipalities,
Excluding Guatemala City, 1985-89

Real Change

Revenue Category 1985-89
8% Transfer and other

capital revenues 530.91%
Total of other sources of

of revenue: -15.07%

- Ornato tax -16.17%

- Cemetery charges -7.27%

- Municipal services -46.27%

- Current revenues -10.62%

- Water ciarges -6.24%

- Electricity charges -47.10%

- Commercial receipts ~14.96%

Source: calculated based on data from the Instituto
Nacional de Estadistica.

Not surprisingly, capital revenues, which contain the 8%, rose
impressively. All other sources of revenue declined. The consistency of this
decline across all other revenue categories is strong proof that local governments
have substituted the 8% for their own collection efforts. Water charges declined
least, indicating that residents are most willing to pay for this service.

The field research of this study bears out this picture of less effort by local
government. Local government officials report that the availability of the 8% has
greatly reduced the door-to-door campaigns frequently used in the past to gather
the money needed for small public works.

Since the use of the 8% is confined to infrastructure construction, the
decline in other revenue sources suggests that municipalities may be having
difficulty in funding the operation and maintenance of infrastructure. The small
share of own-source revenues in municipalities’ budgets exacerbates this
problem. Capital revenues, including the 8% transfer, totalled 78% of the receipts
of municipalities excluding Guatemala City in 1989. All other revenues, including

6



those that municipalities collect themselves, made up the remaining 22%. The
small and declining share of municipalities’ own-source revenues bodes ill for
maintenance and operation.

The 8% is only one of a number of factors, including lack of technical and
administrative capacity and the regulatory environment surrounding
municipalities (see Sections 2.4 and 2.5), that have contributed to these
problems. The 8% is a key resource for municipal developm~=nt. However, it has
stressed a system that was poorly prepared to receive it.

Another important question is how much and how consistently the 8%
transfer has really added to municipal rescurces. In nominal terms, the revenue
from the 8% added substantially to municipal budgets each year from 1986 to
1989. However, when corrected for inflation, the data tells a different story--see
Table 3.

Table 3
Real Change in 8% Transfer Revenues
and Capital Revenues of
Guatemalan Municipalities 1986-90

Capital Eight Percent
Year Revenues Transfer Revenues
1986 581.21%  emmemeeee
1987 65.67% 71.37%
1988 2.95% 5.34%
1989 -2.33% 1.60%
1990 -48.02% -82.27%

Source: caiculated from data provided by the Instituto
Nacional de Fomento Municipal--INFOM.

The real figures show one very large increase of 581% in 1986--when the
eight percent transfer started--and a substantial increase of 65.67% in 1987. In
1988 and 1989, the real value of the eight percent and capital revenues remained
relatively constant. In 1990, the out-going national government transferred only
one of four payments of the eight percent to municipalities. Consequently, the
eight percent transfer and capital revenues dropped sharply in this year.
Although figures for 1991 are unavailable, local and national government officials
interviewed for this study stated that the new national government has
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transferred the eight percent roughly in the amounts specified by the Constitution
on time.

Guatemalan politicians and governments typically give rhetorical
commitment to decentralization and strengthening municipalities. However, the
real change in the transfer of the 8% gives a mixed message. The impressive real
gains of 1986 and 1987 are over. The same national government that established
the 8% with great fanfare failed to keep its commitment for three of four
trimestres during the fiscal squeeze of its last year in office, 1990.

Although individual municipalities protested during 1990, no national
movement or national organization rallied mayors to put pressure on the
government to continue this transfer. The lack of organization of mayors and the
frailty of national organizations intended to support municipalities risked the loss
of this key resource. In 1990 and 1991, the Antigua process (see Appendix 5.3)
sponsored by AID started communication between mayors and dialogue between
local and national government on local needs, yet much remains to be done.

Some talk has occurred about making up the payments of these three
trimestres to municipalities. Realistically, local governments have lost these
furds. This episode reveals the conditional commitment of national government
to decentralization and the need for organization ot raunicipalities to retain this
key resource.

2.2 Community Partiéipation and the Relationship
of Local Government with Rural Areas

Little documentation exists on forms of commuinity participation and the
relationship of local governments to rural areas in Guatemala. Four
municipalities were visited in order to research this and other topics.® The four
municipalities are of varying sizes and lie within a radius of 100 kilometers of
Guatemala city in the highland area of Guatemala (Altiplano) and have a largely
indigenous population.* Table 4 presents basic data on these municipalities.

° Time constraints demanded both a small sample and influenced our
research method--in essence, we interviewed municipal officials--mayors,
treasurers, and secretaries--and toured the urban area.

* Thus, they are somewhat representative of the majority of Guatemalan
municipalities, which also have these characteristics; in contrast, coastal
municipalities may well be different. '



Table 4

Population and Geographic Characteristics
of Sample Municipalities

Est. Percent No. of
Name Pop. Rural Villages Department
Antigua Guat. 60,000 40% 14 Sacatepequez
Tecpan 40,000 75% 34 Chimaltenango
Sumpango 21,000 25% 8 Sacatepequez
El Tejar 7,600 33% 2 Chimaltenango

Source: Municip2! Development in Guatemala: A Role for AID

All four of these municipalities have a system of village participation in
public works. Each village has one or more committees ("comites”) and an
auxiliary mayor.® For instance, Tecpan, which has 34 villages, has 34 auxiliary
mayors and 34 village "development committees.". In two of these municipalities
(Sumpango and Antigua Guatemala), each village had a number of committees
dedicatec to a specific purpose such as water, schools, or bridges.

The auxiliary mayors and village committees act in many ways as the local
government of the village. The situation in Tecpan is most illustrative. The
auxiliary mayor is usually named by the municipal mayor and 8-9 members of
each village committee are elected by the population at large. None are paid. The
auxiliary mayor and the village committee members prioritize the village's needs
and make budgets for the public works necessary to meet these needs. The
municipality provides some assistance in refining these estimates. The auxiliary
mayor and the village committee members then approach sources of funding
including the municipality, but also embassies, national government Ministries,
and others. Financing for an infrastructure project is typically pieced together

® A Guatemalan municipality is roughly comparable to a North American
county or New England township, and has a rural and an urban area. The rural
areas are usually heavily pcpulated and contain numbers of villages ("aldeas").
The municipality is typically the only local government.
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from many sources with significant village participation; the village must
contribute labor and, sometimes, material and money to the prcject. The
auxiliary mayor and village committee members are in charge of marshalling local
resources. After the infrastructure is bailt, the village cornmittee is responsible
for collecting monthly payments from the community for operaticn and
maintenance. The system is the same with minor variations in the other three
municipalities.

Local government officials say these village committees and auxiliary
mayors know what is best for their community and seldom overrule their
prioritization of public works. Local governments take village requests for
infrastructure finance seriously cubject to the availability of funding. The level
of influerice these committees and auxiliary mayors exercise on local government
seems to range from modest to high.

Many of the village committees in these four municipalities were formed
long ago. According to informants, they are an indigenous form of social
organization that has been strengthened by such efforts as the formation of local
Reconstruction Committees after the 1976 earthquake and Civil Defense
Committees in 1982,

In contrast, the urban area of these four municipalities remains relatively
unorganized. Three of these municipalities have recently attempted to form
neighborhood committees ("comites de barrio") in the urban area. However, these
urban neighborhood committees are inactive and zre unrepresented by an
auxiliary mayor. The mayor of Antigua Guatemala explains the high level of
organ‘zation in rural areas relative to urban areas: "Those that don’t have
anything have to organize."

Historically, rural areas in Guatemala and most parts of Latin America have
suffered neglect by government. However, the mayers of three of the four
municipalities visited (Antigua Guatemala, El Tejar, Tecpan) said they favor rural
areas in investing the 8% transfer because these areas are most deficient in
infrastructure. All four municipalities described considerable investments in
rural areas. In Tecpan, for instance, the mayor indicated that all of the 34
villages had 2 or 3 small infrastructure projects underway. Thus, anecdotal
evidence indicates that more municipal money is getting through to rural areas
than is often thought.®

® No quantitative information exists on the portion of the 8% transfer invested
in rural as opposed to urban areas. The Constitution states that the 8% transfer
should be equally distributed between urban and rural areas.
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The level of organization and participation in public works in rural areas of
these four municipalities compares favorably to that in other countries. In Brazil,
for instance, rural areas typically lack any sort of organization, although the
urban areas of large metropolitan areas now have many neighborhood associa-
tions and other groups. The systera of village committees and auxiliary mayors
in Guatemala is a strength that can be built on. Indeed, at least two programs
currently funded by AID-Guatemala work closely with these groups (see Section
4.1). Other bi-lateral donors, particularly Canadian Cooperation, base their
development efforts or: working with village committees (see Section 3.4).

2.3 Finance of the Maintenance and Operaticn of Local
Infrastructure

The 1985 Constitution prohibits use of the 8% transfer for maintenance
and operation of infrastructure. The Controlaria de la Republica (see Section 3.5)
systematically checks local records to erforce this and other regulations. Thus,
municipalities must rely on user fees, other own-source revenues, and community
participation to preserve existing infrastructure. The declining tax effort of
municipal government in collecting these charges suggests that funding
maintenance and operation is more and more problematic.

The infrastructure built with funds from the 8% transfer, which began in
1986, is relatively new. Sc, maintenance is yet to be a pressing issue. However,
considerable sums have been spent to equip urban areas. All 330 municipalities
in Guatemala now have a water system covering some portion of the urban area.
Maintenance and operation of this substantial investment is as important as
construction of new infrastructure with the 8% transfer.

Municipalities’ options for operation and maintenance differ by the type of
infrastructure. Technical characteristics, laws, local custom, and location of the
infrastructure condition how much of operation and maintenance costs can be recovered.’

" Water and electricity are more easily charged for if separate meters are
installed for users. Some services have been charged for in some municipalities
and not others. For instance, local governments sometimes charge adjacent
residents for cobbling ('adoquinado”) the street in front of their property.
Payments are typically made over 2-3 years in installments. Other municipalities
do not charge for cobbling streets. In general, betterment taxes, which are
commonly used in other parts of Latin American to recover the cost of street-
related improvements from beneficiaries (paving, lighting, sewers) are used
infrequently in Guatemala. One of the main responsibilities of village committees
is to collect small monthly payments for key services such as water and to
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In general, however, the field research revealed that local governments are
covering only a fraction of operation and maintenance cost with user charges.
The case of water is basic and most critical. All the mayors interviewed noted
that water is the first priority in their municipality. The political future of a
mayor depends on the successful extension, operation, and maintenance of water
systems more than any other factor. One mayor commented about a predecessor:
"We had a mayor in the middle 1970s who did not know how to maintain the
water system. People got rid of him quickly.” The value of running water is so
high that residents agree to pay something for it, while payment for other services
is often resisted. Yet the four municipalities visited were all charging less than
half of the cost necessary to maintain and operate their water system. Table 5
presents their situation.

Table 5

Water System Characteristics
of Sample Municipalities

Coverage Urban Area
of Water Monthly Meters?
Namne System Charge (Yes or No)
Antigua Guat. City center & Q. $3/ Yes
some villages 30,000 1.
El Tejar City center Q. $3/ Yes
& 1 village 30,000 1.
Tecpan City center & Q. $1/ No
some villages 30,000 1.
Sumpango 1/3 of city Q. $3/ Yes
center 15,000 1.

Source: Municipal Development in Guatemala; A Role for AID

organize the maintenance of rural roads, bridges, and other infrastructure that
residents depend on. Infrastructure built within the sphere of a well-functioning
village is likely to be better maintained and operated.
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The case of Sumpango, the municipality that has come closest to covering
the cost of maintenance and operation, is illustrative. Local government currently
charges Q.33 per month (about U.S. $.60) for 15,000 liters. However, the
municipality has calculated the cost of operation and maintenance of the water
system at Q. $7 and is absorbing a monthiy deficit of  total of Q. $3,000-4,000
out of other funds. The mayor has convinced local residents of the need to raise
the price to Q. $7.

The other three municipalities are in worse shape. Their mayors want to
charge more for water, but explain that residents resist paying more. The
situation reaches extremes. Tecpan’s montbly charge of Q. $1 per 30,000 liters
has remained unchanged since the installation of the water system in the 1950s.

Operation and maintenance problems extend to infrastructure over which
national goverriment Ministries have authority. For instance, municipalities must
often maintain schools as well as build them when the Ministry of Education will
not. Next to water, rural roads are the most crucial maintenance problem that
municipalities face. Typically, a large portion of municipal staff devote their time
to maintenance of these roads, which are critical to agricultural production and
local income. Except where village committees participate, the municipality must -
maintain rural roads out of its meager own-source revenues. Finally, many
municipalities lack the knowledge and systems necessary to operate and maintain
some types of infrastructure. The case of municipal markets where vendors
typically place produce directly on the ground ic a notable example.

In sum, municipalities recover a fraction of their operation and
maintenance costs. This problem is most serious where cost and need are
greatest--water systems and rural roads.

2.4 Administrative and Technical Capacity of
Municipalities

The level of administrative and technical capacity of Guatemalan
municipalities is extremely low. All municipalities except the very largest have
virtually no technical staff. For instance, Antigua Guatemala, a municipality of
60,000 that is the twelfth largest city in the country, has no technical staff and
no college graduates among its emplovees. The mayor notes: "When employees
get a college degree, they leave." The municipality depends on two civil engineers
on the city council for free technical assistance. '

Consequently, municipalities rely on entities that contribute to financing
public works for design, engineering, and construction supervision. Such entities
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include central government Ministries, embassies, bi-lateral assistance programs,
and INFOM (see section 3.2). Up until the early 1980s, INFOM provided technical
assistance to municipalities free. However, this organization now charges 10-12%
of the cost of a project as a fee for such services.

When none of these organizations are involved in funding a project,
municipalities increasingly hire private firms. The 8% transfer has sparked an
industry of public works consultants and construction contractors who pursue
mayors. This has lead to some abuses including cost-overruns, kickbacks, use
of lower-quality materials, and shoddy workmanship. For these reasons, one
mayor interviewed for this study preferred to avoid these private contractors and
work with INFOM, which charges roughly market rates but is more trustworthy.

The low technical and administrative capacity of municipal staff is linked
to the extremely low salaries paid to the top municipal employees, including
mayors. Table 6 presents the salary level of municipal employees excluding
Guatemala city converted into U.S. dollars.

Table 6

Salary Levels of Municipal Employees, 1988
(excluding Guatemala City, in U.S. Dollars)

Monthly Salary Range Number of

(U.S. Dollars) Employees Percent
Less than $75 4,633 46%
$76 - $110 3,688 36%
$111 - $150 1,421 14%
$151 - $185 274 3%
More than $186 ' 52 1%

Source: calculated based on information from the
Instituto Nacional de Fomento Municipal--INFOM

The lower salary ranges are comparable to those for unskilled and semi-
skilled work in non-metropolitani Guatemala. However, the top salaries fall far
short of those commanded by professionals. An experienced Secretary in a large
firm in Guatemala City receives two to three times the salary of the average
mayor.
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In turn, the low level of remuneration is the resull of the low own-source
revenue of these municipalities. Transfers, including the 8% transfer, cannot be
used to pay salaries. The remaining revenues of municipalities are insufficient
to meet the minimum salary levels decreed for all public employees by central
government. Since 1986--when collection of the property tax was transferred to
the Ministry of Finances (see section 2.6)--central government has supplemented
the salary of municipal employees. Even so, municipal salary levels remain low.

Ultimately, the solution to the low level of municipal technical and
administrative capacity requires greater salaries, increased local tax effort, and
professionalization of municipal careers. However, the greatest immediate need
is for training of mayors, secretaries, and treasurers. No government entity
systematically trains these key municipal personnel although one bi-lateral donor
(see Spanish Assistance--section 3.4) has undertaken this task.

2.5 Financial Management and the Regulatory Context of
Municipal Development

Financial management and the regulatory context of the conduct of local
government are closely connected.

o Financial Management. The evidence indicates that Guatemalan
municipalities do a poor job of managing their finances.

On the revenue side, local governments cover only a fraction of their
operation and maintenance expenses with user charges. Recovering the capital
cost of equipment or public works is hardly considered. Local people fiercely
resist increases in charges of any kind, with the possible exception of water.
Municipal staff say that the population views the 8% transfer as "theirs", so that
they now need not pay for infrastructure and services. In general, mayors lack
the leadership necessary to convince local people to pay for services. The
municipal secretary of El Tejar sums up how these factors affect the local water
system, for which the municipality has charged Q. $1 per 30,000 liters to
households since its construction in the 1950s: "We need to chlorinate our water
system to guard against cholera and other health problems. But how can we even
think of this when people resist paying a fraction of the current cost?"

The share of Guatemalan government in gross national product is relatively
low. Raising local revenue to allow municipal government to provide badly needed
goods and services is a logical strategy. But taxing and paying taxes are
unfamiliar concepts at the local level.

Local and national officials also report that municipalities are borrowing
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less to finance public works -because of the availability of the 8% transfer.
Typically, local governments now save the money from the periodic installments
of the 8% transfers until they have enough to fund a project. Even though the
interest rate on INFOM loans is highly negative, mayors view them as
outrageously expensive. They explain that their payments total much more than
the amount cf the loan over the length of the loan. This shows a basic
misunderstanding of loan finance; the concept that borrowing is a good idea for
investments that yield higher returns than the cost of funds has yet to reach
Guatemalan municipalities. This save-and-pay-as-you-go means of infrastructure
funding and misunderstanding of loan finance ill suits the great need for
infrastructure and services of local people.

Table 7 provides detail on the expenditure side of the municipal sector
excluding Guatemala City for 1989.

Table 7

Expenditures of Guatemala Municipalities,
Excluding Guatemala City, 1989

Expenditure
Category Share

* Public works 56.25%
Salaries 17.34%
Salary benefits and supplements 3.78%
All other expenditures 22.63%
Total 100.00%
Source: calculated from data provided by

the Instituto Nacional de Estadistica.

The large portion of money invested in public works (56.25%) and the small
share spent on salaries (17.34%) and benefits (3.78%) are striking. These shares
might be envied by policy makers in many Latin American countries where local
investment in public works is often small and expenditures on salaries great.
However, this use of funds has contributed to creating a dilemma. Although
hardly 1sh, municipalities have some money. But they lack the levels of
remuneration and trained staff necessary to use it effectively.
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The problematic management of municipal affairs extends to the current
accounts balance--the difference between total annual revenues and
expenditures. From 1980 through 1985, the municipal sector excluding
Guatemala City ran annual positive or negative current accounts balances within
2% of total expenditures. From 1986 to 1989, municipalities (excluding
Guatemala City) have accrued a positive balance of 8.3% over total expenditures
in these years in real terms. With Guatemala City added irn, this surplus rises
considerably. Saving up these sums for future needs may be safe, but fails to
meet the current needs of the population.

Originally, the 8% transfer was to be accompanied by a system of
"development councils” and "technical units" (see section 3.3) that would provide
the expertise necessary to use these funds intelligently. These organizations
never got off the ground in many areas and have now ceased to function. The
poor management of the infusions of cash from the 8% transfer is unsurprising
given the lack of support available to municipalities. These problems of financial
management are also directly linked to the regulatory environment of municipal
development.

o The Regulatory Context of Municipal Administration. Key
organizations and regulations constrain municipal development. The
organizations--INFOM and the Controlaria de la Republica--are discussed at
greater length in Section III. The regulations are discussed in this section:

The Law of Purchases and Contracting (Ley de Compras y Contrataciones)
requires that municipalities engage in complicated bidding and contracting
practices for expenditures on projects above Q. $150,200. Increases in this
ceiling have failed to keep pace with inflation, so that, over the years, this law
applies to more and more municipal projects.

The Budget Law (Ley Organica del Presupuesto) and the Constitution
specify that all municipal taxes ("arbitrios" ®) must be approved by the national
Congress. Such charges include the Omato tax, those on locally produced goods
that are sold outside the municipality (coffee, minerals, vegetables, and furniture
etc.), market fees, and a variety of licensing charges. In short, this laws applies
to the bulk of own-source municipal revenues. The national Congress is flooded
with these requests and never acts on them in a timely manner. A proposal has
been made to create a new schedule of municipal charges in each of Guatemala's

®  Arbritrios are local charges. The word "tax" (impuesto) is reserved fur
charges by national government.

17



22 departments that would apply to each department’s municipalities.®

Finally, the Law of the Controller (Ley Organica de la Controlaria) specifies
fines for municipal staff that break regulations applying to financial management
and the conduct of municipal affairs, even unknowingly. Hence, municipal
decision-makers are personally at risk.'® The personnel at risk include all those
related to decision-making in the municipal corporation: mayors, municipal
secretaries, treasurers, sindicos, and municipal council members. The head of
the Controlaria General de Cuentas de la Republica (see section 3.5) states that
this personal liability plays a substantial role in the conservative way that
municipalities are managed.

Mayors and others are afraid of being fined. They often poorly understand
the complex and confusing laws that surround municipal administration. So,
they frequently choose the route of prudence over bold action in addressing local
problems.

The key to the incentive structure that thesc laws create for municipal
administration is in their enforcement. Currently, many of the field agents of the
Controlaria are interpreting these laws inflexibly. For instance, municipal staff
have been told by these field agents that the Constitution prohibits use of the 8%
transfer for joint projects of a number of municipalities aixd for many investments
that support economic activity, such as irrigation systems, fertilizer. and
refrigeration facilities. In the later case, the interpretation of the Controlaria’s
field staff is that these investments benefit individuals and specific firms, rather
than the public at large, so should not be allowed. Top management of the
Controlaria favors flexibility and allowing local government to support both these
types of activity. However, as long as the field agents are not retrained and re-
oriented, their interpretation of the law perversely affects municipal development.

One area of law outside regulation has an important impact on municipal
management: the term limit of mayors. Currently, mayors of municipalities with
over 10,000 registered voters have terms of 5 years. About 70 municipalities
have qualify for these longer terms. The mayors of municipalities with less than
10,000 voters--the remaining 260 municipalities in the country--only have 2.5

® Creation of a municipal tax code that applied to all municipalities and
distinguished between those of different sizes rather than different regions would
be a less bureaucratic, more effective solution.

' The ceiling for unknowing misconduct is Q. $ 3,000 (about U.S. $600).
Although this sum appears to be law, it is 4-5 times the monthly salary of the
maycr of an average municipality.
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year terms. This period is too short a time to develop aiid finish many
infrastructure projects. Hence, these projects often remain unfinished into the
term of the subsequent mayor, who may or may not be interested in completing
them for politival reasons. Two and a half years is also too short a time for
mayors to both learn their job and then accomplish much. Extending the 5-year
term to all mayors should be considered.

2.6 The Property Tax

Before 1986, two property taxes existed in Guatemala. One of these
("impuesto territorial) was collected by the Ministry of Finance. Only three
medium-sized cities'' and Guatemala city have cadastral records. In other
municipalities without cadastral records, this tax produced minimal sums.'?
The second property tax, which resulted in relatively insignificant sums, was
collected by these four municipalities with cadastres.

The two property taxes were "unified" to form one property tax (the
"impuesto unico") in 1986. The Ministry of Finance was charged with the duty
of collecting this property tax in all areas outside of Guatemala city.’® As
cadastres do not exist in most of the country, the Ministry of Finance depends on
a declaration by property owners on their income tax return to establish value.
The rate is a sliding scale that increases with the value of the property. The
Ministry of Finance channels all the funds collected on properties valued below
Q. $20,000,00 to the municipality of origin. For properties valued -above this
amount, the Ministry of Finance retains 50% and channels the other 50% to the
municipality.

A proposal has been made to transfer the collection and sums resulting
from property tax to municipalities. Local governments favor return of this source
of revenue. Central government looks on this possibility largely as a way to
relieve it of the burden of complementing salaries of municipal staff, which it
assumed in 1986 when the Ministry of Finance took over the property tax. For
these reasons, return of the property tax to local government is probable at some
point.

' Mixco, Villa Nueva, and Chinautla.

2 Not surprisingly, 60% of the total of this first property tax came from
Guatemala city and 40% from the rest of the nation.

' However, Guatemala city has contracted with the Minisiry of Finances to
collect this tax within its jurisdiction. ‘
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Alocal property tax could play a valuable role in addressing the key unmet
financial needs of municipalities--support of trained personnel and funding of
maintenance and operation of infrastructure. However, the costs and benefits of
such a reform have yet to be even vaguely examined. Return of the property tax
from national to local government risks chaos if not disaster given the state of
land records in most of Guatemala. Careful investigation and building a
consensus on the shape of reform would be a valuable policy initiative.

2.7 Summary of Findings on Key Issues

0 Two compelling reasons exist for support of municipal development
at this critical juncture in Guatemalan history: the transfer of 8% of central
government revenues to local governments; and continuing efforts to establish
a viable democracy.

0 The highest investment priorities of local governments are water
systems, roads, multiple-use facilities, and schools. Although national
government has nominal responsibility for schools, municipalities exercise an
important de facto role in education.

0 Local governments have substituted the 8% transfer for their own
collection efforts. Local charges compose a small and declining part of total
municipal revenues.

0 The 8% transfer dramatica'ly increased municipal revenues in its first
two years--1986 and 1987--but has fallen off since then in real terms. The
suspension of the 8% transfer for most of 1990 reveals the conditional
commitment of national government to decentralization and the need to organize
municipalities to retain this key resource.

0 Village committees provide an effective vehicle for citizen participation
in public works and local development in rural areas. This strength can and has
been built on to implement programs. Urban areas lack organization.

0 Municipalities recover only a fraction of the operation and
maintenance costs of infrastructure in user fees. This problem is most serious
where cost and need are greatest--water systems and rural roads.

0 The administrative and technical capacity of municipalities is
extremely low. Not surprisingly, although local governments now have some
money, they are managing it ineftectively. This probiem is linked to very low pay
for key municipal staff (mayors, municipal secretaries, and treasurers), to low and
declining local tax effort, and to difficulties in acquiring training and technical
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support. The most immediate solution is to train mayors, municipal secretaries,
treasurers, and other municipal corporation members.

0 Three sets of laws inhibit municipal development. Most fundamental,
municipal decision-makers can be fined for inadvertently breaking myriad
regulations that they do not understand. They respond by managing municipal
affairs very conservatively, and, often, ineffectively. A key to changing this
situation is to reform enforcement of these regulations.

0 A local property tax could meet key needs of municipalities--higher
salaries for trained personnel and funding of maintenance and operation of
infrastructure. However, return of the property tax from national government to
local government is likely to prove chaotic if not disastrous unless this reform is
carefully crafted. Defining and building cmsensus on property tax reform would
be a valuable policy initiative.

IOI. KEY ACTORS AND POTENTIAL PARTNERS FOR AID IN MUNICIPAL
DEVELOPMENT

AID needs partners to play an effective role. Without partners able to
institutionalize and continue programs once AID funding stops, the effect of AID's
efforts is likely to end with the immediate benefits of the funds invested. This
section presents information on key players in municipal development in
Guatemala and assesses the potential of each for partnership with the Mission.

3.1 The Association of Guatemalan Municipalities
\Asociacion Nacional de Municipalidades de la
Republica de Guatemala--ANAM)

Founded in 1957, ANAM seeks to support its member municipalities in all
aspects of municipal development. ANAM is one of two organizations in
Guatemala devoted specifically to the needs of local governments (the other,
INFOM, is examined below).

The organization’s governing structure consists of a president and a
directorate. Under the organization’s current by-laws, the president of ANAM is
the mayor of Guatemala City, although this statute is likely to change as
discussed below. The directorate is composed of mayors of six municipalities and
is elected at meetings attended by the mayors of Guatemala’s 330 municipalities,
which the by-laws intend to be annual, The meetings of mayors set ANAM policy.
The organization's daily activities are conducted by a staff, headquartered in
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Guatemala city. Organizational funding is entirely through member
municipalities’ dues, which increase with population size.

ANAM played a significant role in supporting municipalities and in lobbying
national government on behalf of municipalities in the late 1960s and early
1970s. From 1974 until recently, however, the organization largely ceased to
function. No annual meetings of mayors were held from 1974 to 1987. A key
reflection of this lack of utility is the low level of support ANAM currently receives
from its member municipalities. Although monthly dues are very low, half of
municipalities are behind on their payments to the organization; arrears now total
Q. $79,000. The dues that ANAM continues to receive are barely able to support
five staff: a secretary-accountant, an administrative secretary, the executive
secretary in charge of the organization, a messenger, and a half-time legal advisor.

Thus, the organization lacks the staff and funds to undertake programs of
any scale. ANAM also lacks a copier, a telephone line, a fax machine, and a
means of transportation--currently, the executive secretary is using his own
automobile for ANAM business. ANAM receives free office space from INFOM.
ANAM has been able provide a very low level o support to local governments
through using the equipment and staff of the municipality of its president, the
mayor of Guatemala city.'*

However, considerable efforts are underway to revitalize ANAM. These
efforts stem from the widespread perception among mayors that ANAM is the only
organization potentially suitable to meet many of the their needs. The
organization has uared a new executive secretary and, based on the vision of its
directorate, is determined to regain credibility with member municipalities by
providing them useful services. Despite its minuscule resources, the
organization has increased its activity in recent months. ANAM has put out the
first issue of a "Municipal Bulletin" to inform municipalities of its activities and
is promoting and organizing an up-coming assembly of mayors in January 1992.

Equally important, a consensus has been reached to "democratize” ANAM
by changing its by-laws to provide for election of its president. An elected
president is seen as having the political mandate to rally mayors, increase and
collect dues, provide assistance to member municipalities, and effectively lobby
national government and other organizations on behalf of municipalities. The
democratization of ANAM is uncontroversial--mayors are in agreement that the

'* For example, in the month of September 1991, ANAM'’s executive secretary
managed to send an engineer from Guatemala’s water utility to assist another
municipality, and a garbage truck from Guatemala city to pick up trash in a
number of small nearby communities.
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president of ANAM should be elected. The mayor of Guatemala has publicly
stated his support for this change.

However, an important practical and psychological barrier exists to this
reform: ANAM has succeeded in operating at its current low levels only by
borrowing equipment and staff from the mayor of Guatemala. If the mayor of
another municipality becomes president, ANAM must wean itself from this
dependence by gaining the credibility and dues from member municipalities and
other sources necessary to effectively support and lobby for local government.

The proposal to elect the organization’s president will be voted on in the
assembly of mayors in January 1992. The results of this assembly will determine
if the organization will continue to stagnate or re-gain the commitment of its
municipal members necessary to play a key role in strengthening local
government. The current efforts of ANAM to organize this conference deserve
immediate support. If it regains credibility in this up-coming conference, ANAM
is the logical organization to house various activities of possible interest to AID.

3.2 The National Institute of Municipal Support--(Instituto
Nacional de Fomento Municipal--INFOM)

In 1955, central government created a Department of Municipal Credit to
give financial assistance to municipalities. In 1957, this banking entity was
expanded to encompass technical assistance, training, and other support to
municipalities and re-named INFOM. INFOM is the official municipal
development instrument of the government of Guatemala. Currently, it has
&pproximately 250 employees.

INFOM achieved some important gains for municipalities in the late 1950s
and 1960s. Most fundamental, the organization lobbied for creation and
distribution of a number of taxes to local governments. INFOM also gave
technical assistance and training to local governments on a wide scale. Until the
early 1980s, INFOM provided assistance in the design and engineering and
supervision in the construction of many public works to Guatemalan local
governments for free.

Finally, INFOM has acted as a window for international donors--particularly
the Inter-._merican Development Bank (IDB)--to finance local infrastructure. IDB
has made four loans since 1970 to INFOM, which has on-lent these monies to
local governments (excluding the city of Guatemala) for aqueducts, sewers, paving
roads, and other infrastructure in urban centers. The latest and largest of these
leans have been for U.S. $7 million (on-lent from 1977-82) and U.S. $30 million
(1982-1991). Currently, INFOM is negotiating a loan from IDB in the amount of
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U.S. $60 million. This new loan carries with it two innovations: INFOM will be
able to lend for water systems, a use generally proscribed in previous loans:; and
funds will be included for improvement in the operation and administration of
INFOM. This new $60 million is temporarily on hold pending resumption of
payments by the government of Guatemala on past IDB loans.'®

INFOM on-lends IDB funds to municipalities for 10, 20, and 40 year terms
at an interest rate of 5%, uncorrected for inflation. This 5% interest rate is the
statutory rate prescribed for lending when INFOM was created in 1957. With
Guatemalan inflation rates running at 15-20% per year currently, the INFOM
loans to local governments result in a substantial subsidy (or negative real
interest rate) to municipalities, totalling 10-15% per year.

INFOM operates at a considerable deficit largely because of the low interest
rates on its loans to municipalities. The organization covers this deficit mainly
with cash infusions from the government of Guatemala. INFOM also attempts to
generate revenues from selling rather than giving its technical assistance services
to municipalities and other means described below.

INFOM's role as a window for IDB funds and the need to cover its operating
deficit has eclipsed its other functions. Although INFOM provided training,
engineering, design, and construction supervision to many local governments free
up to the early 1980s, the organization now charges 10-12% of the cost of an
infrastructure project for these services except on projects that the organization
finances. Consequently, 80% of its technical assistance now goes to projects that
INFOM finances. INFOM staff first think of how to recover the organization'’s costs
rather than how to promote municipal development. No other organization
provides systematic technical assistance on infrastructure projects to
municipalities. As a result, municipalities either do without or seek technical
assistance from a wide variety of organizations that provide it on an occasional
basis (see section 2.4).

INFOM has gained the reputation among mayors for imposing its ideas and
requirements on local governments. To some extent, this reputation reflects
outmoded legal requirements that INFOM must meet. For instance, because of

'> The World Bank presently has no new projects planned for Guatemala, also
largely because of payment problems. Finance of INFOM is the principal . ctivity
of IDB in Guatemala. However, IDB is also planning to finance health centers
and will be looking at other projects in which the government of Guatemala has
an interest. The term of these loans from IDB to the government of Guatemala,
which channels these funds to INFOM, is 40 years.  The interest rate is 1%
during the first ten years and 2% during the next 30 years.
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the complexity of the local taxes (arbitrios) that INFOM manages, it simply tells
local governments how much of these funds is in their bank account without
further documentation. INFOM also must tell local government how to use these
funds, which are usually earmarked for specific purposes under the law. Such
legal requirements provide substantial fodder for disputes between INFOM and
mayors, which are often aired in the press.

However, other characteristics and practices of INFOM make the
organization unsuitable as a pariner for AID until substantial reform occurs.'®
Most fundamental, INFOM suffers from a lack of direction. Largely as a
consequence, its role as either a window for BID or as a municipal support
institution remains undefined. INFOM also engages in some practices
incompatible with a role in support of municipalities. For instance, INFOM
finances part of its operating deficit with interest from accounts resulting from the
distribution of arbitrios--these accounts belong to municipalities, but INFOM gets
the interest. Finally, some INFOM staff continue to view municipalities as inferior
and incompetent.

3.3 Development Councils (Consejos de Desarrolio)

The 1985 Constitution established development councils with the objective
of providing technical assistance and stimulate citizen participation to guide the
use of the 8% transfer. The creation of this system stemmed from a number of
previous experiences with establishing decentralized development administration
that had met some success.!”

'® INFOM would become a potential partner for AID if reformed in one of two
manners: first, if effective leadership recaptured INFOM's broader role in
municipal development; second, if effective leadership spun off the organization's
technical assistance function into a separate organization and concentrated on
INFOM'’s banking function.

'” These antecedents include: the National Reconstruction Committee (Comite
de Reconstruccion Nacional), which stimulated and coordinated a system of
departmental, municipal, and local reconstri:ction committees to repair damage
from the February 1976 earthquake; a development project supported by the
Organization of American States in the department of Baja Veracruz in the late
1970s; local Civil Defense Committees stimulated in 1982 by government efforts
to deal with guerrilla insurgency; and a National System of Interinstitutional
Coordination for Reconstruction and Development, which sought to involve
government and local people in infrastructure provision and planning.
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As some of its predecessors, the development councils were intended to
have various levels, including national, regional, departmental, municipal, and
local organizations. Each of these levels was to be provided with technical
assistance from a "technical unit." This system met much resistance and never
got off the ground in most of Guatemala. A legal suit succeeded in banning the
local level of this system, which arguably would have resulted in the greatest
involvement of local people. National government never funded the technical
units, as prescribed by legislation. Many mayors considered the system an
invasion of municipal autonomy, an attempt to replace local government, and a
political gambit by the ruling party at the time--the Christian Democrats--to
increase its power.

This experience has left a residue, largely at the departmental level. Mayors
in some areas still attend departmental development council meetings, but
without specific purpose or effect. Revitalization of development councils is a very
remote possibility and not one that AID should pursue. Guatemala’'s successful
experiences with alternative systems of decentralized administration during
moments of crisis are intriguing. However, the experience of the development
councils offers little hope for broader use of such systems.

3.4 Other Bi-Lateral Donors: Spanish and Canadian
Assistance'®

o Canadian Cooperation (Cooperacion Canadiense). Starting in 1983,
the canadian govermiznent set up a program in Guatemala that works closely with
village committees to provide small public works and services in rural areas,
mostly in the Highlands. The specifics of this program offer insights into the
amount of resources, manner of operation, and resuits that AID could expect with
similar projects.

Canadian Cooperation has one office in Guatemala--in Guatemala city--and
in the other countries of Central America. The organization’s mission is to
support projects proposed by local groups. In the case of Guatemala, these local
groups are the village committees.

Generally, these committees hear of Canadian Cooperation and either visit
its office in Guatemala city or send a letter proposing a project. The organization
evaluates these projects on a number of criteria. The ceiling available for any one
project is currently Q. $50,000--roughly U.S. $10,000. Second, the committee

** German assistance and GTZ are currently active in Guatemala, but did not
respond to our attempts to get information.
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must be solid and well-organized.'® Canadian Cooperation then engages in a
technical analysis of the project.”® On approval of a project, monies are given
to the village committee as donations. Canadian Cooperation deals exclusively
with village committees, not local governments. Canadian Cooperation funds
projects primarily in the Highlands, although it now has 4 projects on the Coast.

In 1990, Canadian Cooperation in Guatemala funded 66 projects with a
total of U.S. $350,000 in project funding. Its administrative budget for that year
was U.S. $70,000. Eighty percent of administrative costs went to support seven
staff, three of whom are professionals.?’ The remaining 20% of administrative
costs covered vehicles, gasoline, insurance, rent, and other miscellaneous costs.

Approximately 90% of the projects that Canadian Cooperation finances turn
out successfully--that is, they are built and used by village residents. Ten percent
fail largely because of problem in the inflation of construction material costs.2?

!9 Canadian Cooperation investigates the character of these groups by asking
for a number of documents. A letter from the governor of the department in which
the group’s village is located is the best sign of solid intent. A second piece of
evidence is references to prove that the group has managed funds. If the group
is new and has no track record, Canadian Cooperation asks it to open an account
at a local bank. Local bank agreement to such an account is a sign that the
group is composed of solid people.

?° First, it places the projects into three categories. The first category and
highest priority is for projects for water systems related to improving health,
projects that involve participation of women, and projects that involve the greatest
number of local people. The second category consists of projects that facilitate
local communication (bridges, roads), agriculture (purchase of fertilizer), and
education (repair or construction of schools and classrooms). The third category
are those specifically given priority by the Canadian Embassy for special reasons.
For instance, after an earthquake, priority is given to rebuild facilities in the
affected area. The technical analysis includes examination of documents that
the village committee submits, including design plans, budget, technical
assistance available, and contribution of the village to the project.

2l A director--who is a civil engineer, an assistant director--who is an
economist, a computer consultant, a secretary, 2 drivers, and a cleaning person.

22 Another problem that frequently occurs is great delay because of the
inability of the village committee to complete the paperwork necessary for project
application. However, as the director of Canadian Cooperation notes, "one of the
ideas is that they seek help from other sources."
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o Spanish Assistance--the Program for Support of Municipal
Administration (Programa de Apoyo al Desarrollo de la Administracion
Municipal--PADAM) and the Latin American Faculty of Social Science
(Facultad Latino-Americana de Ciencias Sociales--FLACSO). A mixed
commission of the Spanish and Guatemalan governments agreed to create
FLACSO and PADAM in 1989. The purpose of PADAM is to strengthen
municipalities by training municipal staff as local leaders in the context of
expanding democratic practice.

Starting in 1990, FLACSO has held six seminars on municipal problems as
fora for municipal authorities. In addition, it has conducted training programs
and workshoeps in a wide variety of topics relevant to municipal administration,
including the legislative process, finance, and project evaluation. FLACSO has
focussed on training mayors, sindicos, municipal secretaries, and treasurers in
these seminars and workshops. The head of this program notes: "Investment in
training secretaries and treasurers is more valuable than in mayors" because they
usually carry over between municipal administration and, thus, are the main
institutional memory and experience of local government.

Since 1989, FLACSO has trained 1,421 municipal staff. In the beginning,
the organization found attracting mayors to courses difficult. Before taking the
FLACSO courses, mayors lacked interest in planning, regionalization, and the
other themes of courses. However, the head of FLACSO indicates that graduates
of these courses have been influenced and begun to think in these terms.
FLACSO is intending to undertake a more formal evaluation of its program in
October 1991.

FLACSO would like to expand its program. Contemplated topics of courses
include basic municipal data collection necessary for planning, market
management, trash collection and treatment, and tourism promotion. The head
of the organization is interested in co-financing with and participation of other
donors in its efforts. FLACSO has emerged as the main organization in municipal
training in the gap left by INFOM’'s withdrawal from this area. Its programs
appear to be valuable, well thought out, compatible with AID’s orientation, and
deserving of expansion, and support.

3.5 Other Central Government Entities

o Secretary General of Planning (Secretaria General de Planificacion--
SEGEPLAN). SEGEPLAN dates from efforis in the 1960s supported by the
Alliance for Progress to establish national planning. This organization was
influential in the early 1970s, when its succeeded in elaborating a national
development plan. Since then, SEGEPLAN's effectiveness has declined. In
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the early 1980s, it attempted to open planning offices in departments and region.
SEGEPLAN also had the responsibility for establishing the technical units
(unidades tecnicas) of the development councils. SEGEPLAN intends to provide
planning expertise to the departmental offices that the Ministry of Urban and
Regional Development (MINDES) is opening (see below).

o The National Institute of Public Admiuistration (Instituto Nacional
de Administracion Publica--INAP). In 1964, the Nacional Institute of
Administration was created, also with the support of the Alliance for Progress.
This organization became the National Institute of Public Administration in 1980.
The overall functions of this organization are to train central government
employees and investigate and assist central government entities in solving their
administrative problems. INAP currently has 65 employees and contracts with
10 consultants. INAP is entirely funded througi central government, although
sometimes by contracts with other central government entities. It has the
reputation of being relatively competent and unbureaucratic.

INAP has three areas of activity: training, investigation of administrative
problems, and technical assistance. Since 1980, INAP has offered instruction
leading to a Masters degree in public administration and, in conjunction with a
government university--the University of San Carlos--, a Masters degree in human
settlements.”> INAP also offers specific courses on subjects ranging from
budgeting to project development to central government entities on demand.
Finally, INAP is the lead organization in the National System of Training of Public
Servants (Sistema Nacional de Formacion y Capacitacion de los Servidores del
Estado--SINAFOC), which has overall responsibility for training the employees of
central government entities. INAP uses an "investigation-action" method to
examine administrative issues. The approach is to assemble teams of 5-8
researchers from diverse organizations that are capable of examining and issue
and inducing action. In these investigations, INAP counts on a good library,
which includes 10,000 volumes in the area of public administration. INAP also
acts as a management consultant to public entities, first analyzing their function,
and then suggesting modifications.

Although INAP has focussed on central government, it could competently
address municipal issues and serve as a partner for AID without reform. In
contrast, ANAM and INFOM--the two national organizatiuns specifically devoted
to municipalities-- require strengthening before substantial participation with AID
is advisable.

3 The Masters program in public administration currently has 65 students
enrolled, that in human settlements has 10 students.
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0 Ministry of Urban and Regional Development (Ministerio de
Desarrollo Urbano y Rural--MINDES). The Ministry of Urban and Regional
Development is a relatively new ministry, created in 1985. The president gave the
organization the objective of stimulating and coordinating participation of the
population. However, this ministry has focussed largely on constructing public
works in a broad range of areas in competition with other ministries such as that
of Public Works, of Education, and of Health.

MINDES is in the process of gaining considerable political power and funds.
It has created a "Development Sector" within its orgamizational structure to
coordinate and oversee a number of other important institutions active at the
local level. These organizations include INFOM, the National Housing Bank
(BANVI), the National Reconstruction Committee (CRN), and the System for
Creation of Micro-Enterprise (Sistema Multiplicador de Micro-Empresas).
Ultimately, the management of these organizations must now answer to the
director of MINDES. In addition. an Emergency Social Solidarity Fund (Fundo de
Emergencia y Solidariedad Social) has been established within MINDES to
respond to requests of villages and municipalities for public works. MINDES
intends to open one office in all 22 departments, which is to contain staff from the
four entities noted above that it now coordinates. Q.$40 million has been
included in the proposed 1992 national budget to fund MINDES' Emergency Fund
for Social Solidarity.

Hence, MINDES is an emerging power in municipal development and within
national government. AID must be sure to take this organization into account in

its plans.

o Controlaria General de Cuentas de la Republica. The Controlaria is
the auditing and control organization of central government. It audits all
government entities at the local and national level except banks. The
organizations under its regulatory supervision include Ministries, autonomous
and semi-autonomous organizations, and municipalities.

Recently, the Controlaria has decentralized the operations that affect
municipalities to 22 departmental offices. The Controlaria’s field staff, consisting
largely of "controllers”, work out of these offices. The controllers visit all
municipalities periodically and when evidence surfaces of abuse.?

?4 A regular visit for an average size municipality takes 1-2 days. During this
visit, the controller reviews the municipalities books and records to determine if
local government s in compliance with a broad range of laws and regulations. All
municipal management and financial operations must stop during this visit.
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Municipal staff have feared the Controlaria as an inflexible enforcer of
numerous arcane regulations and laws. However, the current management of the
head office has sought to change this image and increase municipalities’
operational leeway. A two-day seminar was held for current mayors in 1990, soon
after they took office, to inform them of regulations applicable to the financial
management of municipalities and to convey the message that the Controlaria
seeks to prevent problems rather than enforce punishment.

However, a major administrative obstacle is blocking reform.
The field controllers have legal independence from the central administration of
the Controlaria. Controllers’ interpretations and implementation of regulations
sometimes conflict with those of the Controlaria’s head office. The head
management has yet to organize a program to retrain and re-orient these
controllers. A top manager of the Controlaria notes: "We need a new mentality
and to communicate a new attitude to our field staff."

3.6 Other Offices of the United States Agency for International
Development in Central America: ROCAP/RHUDO

These organizations are scheduled to work closely together, so they will be
dealt with jointly. ROCAP/RHUDO intend to continue the current program of
seminars and workshops for local government officials. More broadly,
ROCAP/RHUDO are in the process of developing a municipal development
strategy for all of Central America. However, they depend on country Missions to
develop specific programs and intend to complement and support these programs,
rather than uncdertake independent initiatives. In principle, then, the Mission can
count on ROCAP/RHUDQO's financial support and personnel to complement its
activities in municipal development.

3.7 Summary of Findings on Potential Partners

0 If mayors make a greater commitment to the National Association of
Mayors (ANAM) at its assembly in January 1992, ANAM is the appropriate partner
for AID in efforts to strengthen the influence of municipalities.

0 The National Institute of Public Administration (INAP) is relatively
competent, and unbureaucratic. It represents an alternative to ANAM in efforts
to strengthen municipal organization if current attempts to revitalize ANAM fail.
ANAM is also a suitable partner for AID in other efforts.

0 Currently, the Institute of Municipal Support (INFOM) is an
unsuitable partner for AID because this organization lacks direction and engages
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in some practices inappropriate to support of municipal development. However,
this organization has considerable power over municipalities and should
eventually be included in AID efforts to strengthen municipalities if support
emerges for its reform.

0 The development councils established by the 1985 Constitution never
got off the ground in many areas and have ceased to function. AID should not
attempt to revitalize this system.

0 Spanish Assistance (FLACSO) is a good potential partner for AID in
training municipal staff; its management is interested in expanding its program
and cooperation with other donors. Caanadian Cooperation'’s village program offers
a model that AID can learn from.

0 The Ministry of Urban and Regional Development (MINDES) is an
emerging power in municipal development and within national government. AID
must be sure to take this organization into account in its plans.

0 The top management of the Controlaria General de Cuentas de la
Republica is interested in retraining and re-orienting its field staff, who are
directly responsible for the regulatory environment faced by municipalities. This
is an opportunity that AID should investigate.

0 In principle, ROCAP and RHUDO-Central America can be counted on
to support municipal development efforts of the Guatemala Mission.
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IV. OPPORTUNITIES TO SUPPORT MUNICIPAL DEVELOPMENT

4.1 Current and Past Efforts of AID-Guatemela in Municipal
Development

AID provided substantial support to municipal development in Guatemala
in the past, especially from 1965-1972. Indeed, one veteran of the Guatemalan
municipal scene notes: "AID was the sponsor of municipalism in Guatemala."
During this period, AID undertook a broad range of projects with diverse
Guatemalan partners.”® Hence, a precedent exists for AID involvement in
municipal development and for working with a variety of Guatemalan partners.

The Mission currently has underway many activities related to municipal
development. With the exception of the Guatemalan Peace Scholarship program,
however, they seldom deal directly with local government. The following are the
most noteworthy:

o The Guatemalan Peace Scholarship Program. This effort is the only
one that deals mainly with local government officials and other community
leaders. This training program promotes local development and democratic
practice by taking groups of Guatemalan mayors, corporation members, and other
local leaders to the U.S. and exposing them to local government, local
development projects, and citizen participation. The Mission should build
directly on this program in its initial efforts to broaden its support of municipal
development.

o Fiscal Reform Project. This project investigates and seeks to build

**  AID's support of municipal development from 1965-72 included the
following: large-scale financial support of establishment and reorganization of
cadastral records; grants for mayors, municipal secretaries, and treasurers to
receive training in municipal administration in San Antonio, Texas: strengthening
of ANAM, including sponsorship of mayors of small municipalities (third and
fourth category municipalities) to attend the annual meeting of ANAM; various
programs with INAP under the Alliance for Progress; and support of seminars and
werkshops on municipal administration. In addition, AID made a series of
infrastructure grants to INFOM to channel to municipalities beginning in the
1970s. These include: a $2 million and a $4.5 million grant for markets, health
posts, multi-purpose facilities, and other public works; in 1975, an emergency
grant of $4 million to reestablish urban services largely in Guatemala city after
an earthquake; in 1979, a $1 million grant for an Integrated Rural Areas Studies
(Estudios Integral de las Areas Rurales).
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consensus on reform of the present tax system. The emphasis of this project is
currently on taxes used at the national level. However, reform of the property tax
reform connects this project directly to municipalities. The technical expertise of
the Fiscal Reform Project could be usefully and valuably applied to investigating
the property tax to determine whether and how it should be transferred to
municipalities.

The fiscal reform project also is promoting better budgeting procedures in
government, particularly national government. The greatly increased revenue
sources from transfer of the 8% mean budgeting and financial management of key
importance for the first time in many municipalities. However, as discussed, local
budgeting and financial management is primitive and inefficient, even more so
than in national government. Local governments, too, could benefit from training
in these procedures. Next fo building on the Guatemalan Peace Scholarship,
extending the fiscal reform project to municipalities offers the most immediate
promise for expansion of AID’s existing programs.

o Education and Health. Among other efforts, the Mission is
supporting the decentralization efforts of the Ministry of Education by equipping
the regional and, now, departmental offices of this ministry.

Education is a quintessentially local activity in most countries. In much
of Latin America, local government operates at least primary schools and, often,
high schools. Increasingly, choice (of local people where to send their children to
school), decentralization (of school curricula and management to teachers and
other school staff), and accountability (of decentralized schools for educational
performance) are recognized as essential to quality education. Schools are
officially built and run by national government in Guatemala. Very high levels of
illiteracy suggest that central government has largely failed to perform this
function. The evidence presented in this report confirms that local governments
have an important de facto responsibility in education. Often, they do everything
except pay the teachers, from building and maintaining schools to providing
didactic material. Hence, support of local government's role in schools to promote
choice, decentralization, and accountability is a promising idea, although the
Mission has no program that could easily encompass such an effort.

Similar conclusions apply to health. However, except for water and sewer
systems, Guatemalan local governments have much less of a rvi_ in health than
in education.

o Trade and Investment. The Mission has undertaken efforts to
promote non-traditional agricultural exports and maquilas. These activities are
infrastructure intensive. For instance, vegetables must be washed in clean water,
refrigerated in the field, and transported quickly to reach markets. Agricultural
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cooperatives provide many of these services. However, municipal government has
a key role in maintaining rural roads and supplying water. The interpretation of
laws currently stops municipalities from investing in support of many activities
that support economic development because they are deemed to have a private
rather than a publtc purpose. A second important connection is with municipal
finance. Municipalities are beginning to look on non-traditional exports and
magquilas as a source of revenue. This issue overlaps tax reform as well as trade
and investment.

o Rural Electrification Program. The Mission funds a $10 million
dollar effort implemented by the National Rural Electrification Cooperative
Association to extend electricity largely to Highland villages. This program'’s
method is to work with village committees to determine their needs and involve
them in the project and with non-governmental organizations to institutionalize
continuing support of the villages. In addition to providing electricity, this
program stimulates productive uses of electricity through making small loans for
the purchase of electric machinery and the start of micro-businesses to villagers.

o ifighlands Water and Sanitation Project. This $9.5 million dollar
program funds a Ministry of Health and Education effort to extend water and
build latrines. I also works primarily in Highlands villages with villages
committees. AID funding is used to provide materials (sand, gravel, stone etc.)
and the community provides the source of water and all unskilled labor. All
skilled labor is funded by the government of Guatemala. The program urges the
community to charge a monthly fee for operation and maintenance of the water
systems put in place. It works only incidentally with local governments, which
occasionally contribute land and help acquire the water source.

In sum, the Mission is engaged in municipal development. The missing
piece in its efforts is a program specifically directed to strengthening local
government. Considerable opportunities exist for building on current projects to
develop such an effort.
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4.2 RECOMMENDATIONS: A Program in Three Stages

Although the AID-Guatemala has played a substantial role in assisting local
governments in the past, the Mission currently lacks the experience tc design and
implement a major effort immediately. For this reason, its involvement should
occur in stages. The following outlines three stages of possible AID intervention
in support of municipalities. Each stage consists of a number of projects. These
projects are complementary and build on AID’s current programs. The three
stages also depend on: each other and match AID’s objectives with the needs of
Guatemalan municipalities. The projects within each stage are offered as
possibilities.

These projects focus on providing knowledge and improving practice rather
than donating large amounts of capital. Guatemala and Guatemalan
municipalities have resources. However, they need support to use them wisely.

Currently, no one organization is a suitable partner for all three stages. The
organizations that are most directly involved in municipal development are weak
and in need of reform. Politically, working with a variety of partners is also
desirable in order to avoid the impression that AID is captive cf one institution.

Hence, a variety of partners is recommended.

4.3 STAGE ONE--Strengthen the Influeice of Municipalities
and Knowledge of Key Staff of Local Development and
Democracy

The Mission's primary goal in municipal development is to promote
democracy by building on the Guatemalan Peace Scholarship Program (GPS). The
most urgent needs in municipal development are to strengthen the organized
influence of municipalities and to increase the level of communication and shared
experience between key municipal staff. Local leaders and their support
organizations can design and implement solutions to their own problems if they
are well organized and knowledgeable. However, they currently lack both
organization and a vision of how to undertake needed reforms.

Sending mayors to the United States to learn ahout local democracy and
development provides a valuable perspective. As the design of GPS specifies, it
is important to build on the U.S. experience and relate it to Guatemala. However,
many Guatemalan mayors and community leaders know little about experiences
outside their immediate region in their own country. The following three
programs build directly on the Guatemalan Peace Scholarship Program by
increasing community leaders’ knowledge of local participation and development
in Guatemala and strengthening the ability of municipalities to promote their
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interests, particularly the continuing transfer of the 8%.

o Provide a grant to ANAM and travel grants to the mayors of third
and fourth category municipalities to support the up-coming ANAM assembly
of mayors in January 1992. An immediate grant to ANAM in the amount of U.S.
$15,000, would provide key support for organization of the up-coming conference
of mayors in January 1992 in Huehuetenango. The use of this grant should be
restricted to efforts necessary to organize the conference and to the purchase of
basic office equipraent including a telephone line, a copier, and a fax machine
necessary to effectively organize it. Efforts to revitalize ANAM are currently at an
early, delicate stage, but show promise. This organization is the logical and only
one available to organize municipalities and increase their level of influence at the
national level. This conference promises to be a pivotal event in the organization
of Guatemalan municipalities for the next decade.

In conjunction with support of ANAM's organization of this assembly,
provision of a travel grant of U.S. $100 to the mayors of small municipalities
(third and fourth category municipalities) would ensure that the bulk of mayors
are able to attend this assembly. With 196 third and fourth category
municipalities, the necessary amount totals roughly $20,000.

These grants would provide the key resources immediately necessary for the
assembly and indicate AID’s interest in further support of ANAM pending
commitment of Guatemala’s municipalities to this organization. However, their
relatively small size would also clearly signal that the major efforts necessary to
revitalize ANAM must come from the mayors and municipalities themselves, not
AID.

o Fund the production and publication of a Municipal Initiatives
Bulletin. Currently, no publication exists that documents the experience of
Guatemalan municipalities. Mayors and others must rely literally on word of
mouth for information. Their knowledge of projects of other municipalities
usually extends no further than those of their department. A bulletin that
documents projects of municipalities in Guatemala and elsewhere in promoting
participation, building infrastructure, establishing administrative systems, and
acquiring funding would serve a very valuable function. It could also feature the
observations of the mayors and community leaders sent to the United States
under the Guatemalan Peace Scholarship program. A number of mayors
interviewed in the field research for this report agreed on the need for and value
of such a publjcation. Based on this evidence, mayors would pay close attention
to this publication. ‘

This bulletin must be published a minimum of 4-6 times per year in order
to be a useful, up-to-date resource on projects and events to municipalities. In
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addition to the costs of publication, support should in<lude at a minimum the
salaries of 1-2 researchers/writers to investigate these initiatives and an
editor/secretary in charge of producing the publication.

If the results of the January 1992 ANAM conference indicate that mayors
have significantly increased their commitment to this organization, ANAM is the
logical choice to house the preparation and publication of this bulletin. ANAM
has just issued the first edition of a bulletin to inform municipalities about its
activities. This effort might be built on if ANAM is selected. Otherwise, INAP has
the experience and competence to undertake this project.

o Support visits of mayors and other community leaders to
innovative projects profiled in the Municipal Initiatives Bulletin. Assist in
organizing and funding seminars and workshops on municipal development.
AID could fund visits of mayors and other community leaders to investigate first
hand key projects featured in the Municipal Initiatives Bulletin. Some leaders,
particularly from indigenous communities, are functionally illiterate. Such visits
are essential to provide them as well as others information about successful
approaches of other communities to their problems. The staff of the publication
could be used to organize these visits. The organizational partner for this project
should be the sanie as that for the production and publication of the bulletin--
that is, ANAM or INAP.

RHUDO-Central America has organized a series of workshops on municipal
development. - Continuing such workshops would complement the activities of
Stage One. The Mission and RHUDO should coordinate these activities and, if
deemed appropriate, work together on them.

The three project components of Stage One are extremely cost effective.
Together, they would make an important contribution to municipal development
and pave the way for Stages Two and Three.
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4.4 STAGE TWO--Increase the Effectiveness of Local
Government

Local governments are currently unable to use the 8% transfer and other
resources effectively largely for two reasons. First, they lack trained personnel.
As noted, even medium-sized raunicipalities typically have no technical staff and
the level of remuneration is incompatible with retaining people once they receive
training. Second, many regulations and laws put municipalities in a legal
straightjacket. Frequently, the interpretation of laws rather than their letter is the
problem.

The second stage of AID support consists of three projects: to train
municipal staff; to work with central governinent entities to research and
appropriately interpret and implement the regulations surrounding
municipalities; and to apply the expertise of the AID Fiscal Reform Project to the

property tax.

o Support the training of mayors, secretaries, treasurers, and other
municipal corporation members. On election, most mayors have no background
in the preparation of a budget, rudimentary planning, management, and the
many laws and regulations surrounding the conduct of municipal government.
A well-prepared one week course on these and other subjects after election but
before mayors assume office would be an extremely effective orientation. This
course should emphasize finance of operation and maintenance of infrastructure
and other basic management and technical information. It should include
opportunities for mayors to meet the heads of key agencies with which the'r will
be dealing, such as the Controlaria de la Republica, INFOM, and Ministries, and
learn about their approach and programs.

Mayors come and go at election time. But secretaries and treasurers
frequently remain through many municipal administrations. They have the
knowledge and institutional memory essential to conducting local government.
Investment in the training of municipal secretaries and treasurers can potentially
pay higher dividends than for that of mayors. Periodic courses in the
management, financial, and legal aspects of municipal administration should be
available to these key personnel. Municipal council members and sindicos also
help design local programs and are at risk legally if they are mismanaged. No
training is currently available to municipal council members. AID could usefully
conduct brief courses in which these municipal corporation members often
specialize, such as health, education, and roads.

The logical partner for training is FLACSO (Spanish Assistance), which has
focussed on training of mayors, secretaries, and treasurers for two years.
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o Support research on and the reform of the administrative
practices of national government entities that deal extensively with
municipalities. The Controlaria General de Cuentas de la Republica has the job
of interpreting and enforcing many of these laws. Top management of this
organization is in favor of giving municipalities flexibility, redefining laws that are
inadequate, and retraining staff to achieve a proper balance in their enforcement.
However, the ficld staff of the Controlaria de la Republica continues to interpret
many regulations restrictively.

AID should work with the Controlaria to research and promote an
appropria‘e inteipretation of these laws, and retrain the Controlaria’s field staff.
Other partners in this effort could be ANAM and INAP. ANAM represents
municipalities. INAP has the expertise to investigate administrative problems.
Once this project completes work with the Controlaria and gains a track record,
it could begin work with INFOM, another organization where restrictive
interpretation of laws and administrative practices creates problems for
municipalities. Working with INFOM would require the support of the Ministry of
Urban and Regionai Development, which now has ultimate control of INFOM.,

Much can be accomplished within the current legal structure by training
municipal staff, reinterpretation of existing laws, and changes in administrative
procedure of the Controlaria de la Republica and INFOM. However, some laws
need to be changed. Legal change is likely to require a greater level of effort and
is one component of stage three.

o Apply the expertise and resources of AID’s Fiscal Reform Project
to the property tax. AID should build on its current efforts on tax reform at the
national level to investigate reform at the local level. A key question is whether
and how the property tax should be returned to municipalities. Various proposals
in the Guatemalan Congress concerning the property tax have been made with
little knowledge of cost., benefits, and viability. AID could make an important
contribution to municipal finance by carefully investigating and building a
consensus on the property tax.
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4.5 STAGE THREE--Broaden Municipalities’ Role in Development

The role of Guatemalan municipalities in development is constrained both
by law and a vision of what this role could best be. Decentralization is no
panacea. The role cf different levels of government in development depends on
the historical context. However, the current context in Guatemala indicates that
municipalities could usefully play a greater role in education, health,
environmental preservation, and support of economic development. Central
government efforts in these areas are often deficient. In the areas of health and
education, the experience of other countries indicates that local control is vital to
making these services work and more cost effective.

Stage three consists of three projects necessary to expand municipalities’
role in development.

o Support research on and change of key laws that inhibit
municipal management. Legal change in a number of areas is necessary to
maintain and expand municipalities’ role.  These include the approval for
increases in municipal charges by the Congress, the requirement that each
municipal code be revised separately, and the Law of Purchases and Contracting
(Ley de Compras y Contrataciones). Efforts should be built on the Stage Two
project that promotes re-interpretation of the regulations surrounding municipal
development.

o Expand the Fiscal Reform Project's efforts from the property tax
to other local taxes. Very little is known about how local taxes are collected,
how they are used, and how they might be reformed--see 5.3 for an official
description of these taxes. INFOM, which manages the funds from some of these
levies, simply tells local governments how much is in their accounts.

Significant own-source revenues would help municipalities fund operation
and maintenance and better salaries for trained personnel. Investigation,
rationalization, and reform of locally taxes is an indispensable step in achieving
a broader role for municipalities in development.

o Establish a fund for the finance of innovative projects, giving
priority to those that involve substantial participation of local people.
Municipalities could usefully expand their role in a number of functional areas,
including education, health, environmental preservation, and economic
development. A fund should be established to finance locally based projects in
areas such as reforestation, provision of seed capital and on-going technical
assistance to micro-business, market management, tourism promotion,
alternative schools that involve parents and the community in education, and
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support of non-traditional agriculture.

Both municipalities and village committees should be able to apply. AID
could operate as most donors do by receiving and evaluating applications from
villages and municipalities. When necessary, AID should also draw on its
experience to develop demonstration projects that fill a gap in national and local
development efforts and market them. Priority should be given to projects with
substantial community participation.
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V. APPENDICES

5.1 List of Informants Interviewed for the Study

The research for this study consisted of a survey of the existing literature,
interviews with representatives of key institutions involved in Guatemalan
municipal development in Guatemala and Washington, D.C., and field visits to
four municipalities. The following lists those interviewed for this study in
alphabetical order by their organization or, if they belong to no or¢anization, by
name:

Asociacion Nacional de Municipalidades de la Republica de Guatemala (ANAM),
Julio Cesar Giron Diaz, Executive Secretary, September 27, 1991
Cooperacion Canadiense, Carlos Avalos, Director, September 30, 1991

Controlaria General de Cuentas de la Republica, Romeo Villatoro, Sub-Jefe,
September 27, 1991 '

Fundacion Espanol para la Cooperacion, Facultad Latinoamericano de Ciencias
Sociales (FLACSO):

- Mario Anibal, co-administrator of FLACSO, September
25, 1991

- Andres Bravo Moran, director of Cooperacion Espanola,
September 25, 1991

Francisco Way, former director of the Escuela de Capacitacion en Administracion
Municipal (ECAM), September 25, 1991

Inter-American Development Bank (IDB), Michael Jacobs, August 5, 1991,
Washington, D.C.

Instituto Nacional de Administracion Publica (INAP), Edwin Solorzano Urrutia,
Manager, September 22, 1991

Instituto Nacional de Fomento Municipal (INFOM):

- Tofik Abularach, September 25, 1991
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- Carlos A. Soto, September 25, 1991
- Guillermo Garcia, September 26, 1991

Ministerio de Desarrollo Urbano y Rural (MINDES), Alfredo Privado, September
26, 1991

Municipality of Antigua Guatemala, Hector Vides Casanova, mayor, September
20, 1991

Municipality of Sumpango, Juan Cay Ixtamalic, mayor, September 24, 1991
Municipality of Tecpan: .

- Candido Miranda Roman, municipal secretary, September
24, 1991

- Serapio Xuya, mayor, September 24, 1991

Municipality of El Tejar, Marta Lidia Munoz Lara, rmunicipal secretary, September
24, 1991

National Rural Electrification Cooperative Association, Ivan Azurdia, technical
consultant, September 26, 1991

Secretaria General de Planificacion Economica, Fernando Fuentes Mohr, general
secretary, October 7, 1991

Sociedad Inter-Americana de Planificacion (SIAP), Luis Camacho, general
secretary, September 23, 1991

United States Agency for International Development; Guatemala Mission:
- David Adams, September 23, 1991
- David Hoelscher, September 30, 1991
- Joseph Lombardo, September 23, 1991
- .Dick Martin, September 25, 1991
- Tolly McCormick, September 23, 1991

- Alfredo Serratn, September 26, 1991
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United States Agency for International Development, ROCAP:
- Nancy Hooff, September 25, 1991

World Bank:

- Felix A. Jakob, Latin American and Caribbean Division,
August 7, 1991, Washington, D.C.
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5.2 Data Sources and References.

In addition to the field research, the following texts provided information
and data.

Abt Associates; Guatemala: Evaluacion del Sector Habitacional, parts 1, 2, and
3, Washington, D.C., May 1991.

Alvarez, Rafael C., and Marilu Hernandez Estrada Manual para la Administracion
Municipal, FLACSO-PADAM, Guatemala, March 1991.

Codigo Municipal and various laws of municipalities on local taxes.

Constitucior: Politica de la Republica de Guatemala, 1985.

Echegaray, Francisco I.; "La Experiencia de Guatemala en la Descentralizacion:
Una Apreciacion Objetiva", INCAE, Guatemala, February 1991.

Echegaray, Francisco [.; "Descentralizacion Administrativa y Consejos de
Desarrollo Urbano y Rural: El Proyecto Gua/88/0005 y Otros Proyectos
Relacionados”, United Nations, Guatemala, April 1991.

. Echegaray, Francisco I.; "El Papel de las Transferencias Fiscales del Gobierno
Central al Gobierno Municipal y la Descentralizacion: El Caso de Guatemala”,
USAID, RHUDO/CA, ROCAP, INCAE, September 1991.

Instituto Nacional de Estadistica (INE); Finanzas Municipales, for 1980, 1985,
1986, and 1987. Data provided by INE for 1988 and 1989.

Linares, Luis; "Estrategia para el Fortalecimiento Institucional del Municipio", en
Momento, published by the Asociacion de Investigacion y Estudios Sociales, year
4, no. 11, Guatemala, 1989.

Sanchez, Jenaro; "El Sistema Municipal de Guatemala", INCAE, 1990.

United States Agency for International Development (USAID):; "The Rationale for
and Characteristics of a Municipal Development Project in Central America”,
March 2, 1991.

United States Agency for International Development (USAID): Economic
Assistance Strategy for Central America 1991 to 2000, Washington, D.C., J anuary
. 1991.
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United States Agency for International Development (USAID); Action Plan, FY
1992-93, Guatemala, Washington, D.C. March 1991.

United States Agency for International Development (USAID); LAC Democratic
Initiatives, Regional Strategy, May 1991.

United States Agency for International Development (USAID); "Summary
Document; Workinp Group on Decentralization and Municipal Development”,
Guatemala, undated.

United States Agency for International Development (USAID): various other
documents on the Guatemalan Peace Scholarship Program, municipal
development, and decentralization.

5.3 The Antigua Process

During 1990, AID financed five seminars developed by the Instituto
Centro-Americano de Administracion de Empresas (INCAE) on decentralization
in Antigua Guatemala. Many local and national leaders attended including
governors, mayors, and representatives of non-governmental organizations, the
private sector, and unions.

Three additional seminars in 1991 continued this dialogue between elected
representatives of the 1990 seminars, mayors who had not participated in 1990,
and other elected officials. At the second of these seminars, participants resolved
to develop position statements on five topics and elected five working groups for
this task. The topics are the democratization of ANAM, municipal finance,
ciecentralization and development councils, administrative rationalization of
municipalities, and municipal staff training. Central government authorities were
invited to the third seminar to discuss these theries and municipal needs.

In sum, the Antigua process has begun the task of building communication
between municipalities and enhancing municipal influence at the national level.

5.4 Attached Appendices:

o Letter to Jorge Serrano Elias, president of
Guatemala, from undersigned mayors, September 30,
1991

o "Figuras Tributarias": definitions of key terms

related to local taxes.
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"INFOM, Guatemala:
description of local taxes.
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Cuatemala, 30 de septiembre de 1991

Sefior Ingeniero

Jorge Serrano Elfas

Presidente Constitucional de.la Repfiblica
Palacio Nacional

Ciudad

Seflor Presidente:

Los infrascritos Alcaldes municipales y Presidentes de las
Asociaciones regionales de municipalidades del pals, actuando’
en representacién propia y de los 330 Alcaldes que conforman
18 estructura administrativa municipalista, expresamos por este
medio nuestra preocupacibén por la inviabilidad gubernamental en
el pago del ocho por ciento constitucional correspondiente a
tres trimestres del aflo 1990,

Si bien reconocemos que esa deuda corresponde y fué de-
jada por la administracidn gubernativa anterior, también cosi-
deramos que es de elemental deber atinente al Estado el honrar
este compromiso, cuya omisibn estA repercutiendo grave Yy desfavo-
rablemente en las raquitices y angustiantes economfas municipa-

les.

Recién instalado_ en la Presidencia de la Repfiblica, usted
sefial§ piblicamente que estaba consciente del adeudo ¥ prometid
que lo haria efectivo. Posteriormente refirid que 1lo cubrirfa
en 36 aportes, idea que no ‘apoyamos ni compartimos los Alcaldes,
por considerar que es escaso el beneficio que tal sistema de
pago generaria a nuestras comunidadeg, entre otros motivos porque
muchas municipalidades han tenido que cubrir cuentas dejadas por
las administraciones anteriores.

En tanto los Alcaldes esperamos Qqueé el Estado cancele esa
deuda, se han sucedido hechos econdmicos favorables que afian-
zan nuestro criterio de que en estos momentos se egtd en la posi-
bilided de cubrir la misma. Estos hechos que inciden fa-
W
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Pégina No, 2

Sedor Ingeniero

Jorge Serrano Elf{as

Presidente Constitucional de la Replblica
Palacio Nacional

vorablemente en el fortalecimiqnto de las finanzas guberna-
mentales son las reservaes de divisag que coadyuvan al repun-
te del Quetzal; el donativo de 50 millones de D&lares dn la
AID y la recaudacién proveniente de los bonos de emergencia.

Por lo anterior, apelamos a su Patriotismo, su magnani-
midad y su buen juicio para que sopesando el crucial papel que
Juegan los gobiernos locales en el desarrollo del pafs, como
la instancia efectiva de respuesta a las expectativas comu~-
nales, disponga la'cancelacidn inmediata y en un solo pago del
adeudo en referencia, conacientes como estamos de los hechos
coyunturales que permiten y justifican hacerlo,

En espera de
solicitud y en re
nos suscribimos d
y deferencia,

a pronta y favorable respuesta a nuestra
gentacién de los 330 Alcaldes del pais,
Sefior Presidente, con atencién, respeto

Fernando SiefT
Alcalde de C
Presidente A
Municipalida
Baja Verapaz

acidn de
de Alta y

oatepequde, w
sociacisén Noglsgfsl
cipylidades de Sur-Occi~

Presidente Asociacién de
Municipalidades de Petén
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Pagina No. 3

Sefior Ingeniero

Jorge Serrano Elfas

Presidente Constitucional de la Repfiblica

Palacio Nacional

Vici;residen;- Asociaidn de
Municipalidades de Quetqutenango

Marin A. 4
fo Hondo Alcalde de Guasta

Asociacibn de Delegado Alcalde

rogreso

arceflo|Pérez

grrillo ?’.
Alcalde ™ Antigua Guate-
mala, Delegado Alcaldes de
Sacatepéqu
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fredo Capidmo R. e G
de Jalapy, Presgi- Alcalde de Poptdn ¢NZFQ> [
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FIGURAS TRIBUTARIAS

-CONCEPTOS Y DEFINICIONES

TRIBUTO
Son las prestaciones en dinero que el Estado, en ejercicio de su poder
tributario, impone a los habitantes de un pais, con el objetoc de obtener

recursos para el cumplimiento de sus fines.

Es la obligacién pecuniaria impuesta en forma unilateral por el Estado a los
habitantes de un pais, con el objeto de obtener recursos para cumplir sus

fines.

Bajo la denominacién de Tributo se incluyen: Impuestos, arbitrios, tasas,
contribuciones especiales, contribuciones por mejoras, y otras figuras

tributarias que generen ingresos.

IMPUESTO
Es la prestacion pecuniaria que el Estado exige- imperativamente de los

contribuyentes, sin contraprestacién determinada.

Es una exaccién pecuniaria, que el Estado realiza por via de coaccién sobre
los recursos de los particulares, a fin de subvenir a las necesidades
publicas, en razén & las facultades contributivas de los individuos y sin

proporcionarles a cambio ninguna contraprestacién determinada.

ARBITRIO

Se denomina arbitrio al tributo decretado en favor de las municipalidades, cin
contraprestacién determinada, y es recaudado por las mismas dentro de su
jurisdiccién. Los arbitrios gravan los hechos o actos estipulados por la ley

que los establezca.

Los sujetos de gravamen, es decir, quienes deben pagar, son todas aquellas
personas individuales o juridicas que se dediquen, dentro de la jurisdiccién o
circunscripcién municipal a realizar actividades comerciales, industriales, o

de servicio al piblico y de extraccién de productos.

El arbitrio se considera un impuesto local, por ser un gravamen general de
caracter obligatorio para todas las personas que se encuentren en la situacién

determinada por la ley que lo establece dentro de la jurisdiccién municipal.

TASA
Es la retribucién pecuniaria que el Estado o el Municipio exige de una persona
individual o juridica que se beneficia por el goce de un servicio piblico de

caracter especifico, objetivo, real, divisible e individualizado.

[o que distingue la Tasa del Arbitrio es que en la primera existe una

contraprestacién, es deacir, una compensacidn o retribucién por la prestacién
del servicio.



CONTRIBUCION ESPECIAL

Es el tributo decretado por el Estado cuya obligacidén tiene como hecho
generador beneficios derivados de la realizacién de obras pdblicas o de
actividades estatales y cuyo producto no debe tener un destino ajeno a la
financiacién de las obras o las actividades que constituyen el presupuesto de

la obligacién. Tiene un caracter general.

CONTRIBUCION POR MEJORAS
Es el tributo establecido Rr la mnicipalidad y que deben pagar los
vecinos directamente beneficiados por las obras de urbanizacién que mejoren

las areas o lugares en que estén situados sus inmuebles.

Representa la prestacién pecuniaria por la revalorizacién de los bienes
inmuebles, derivada de la ejecucién de obras de caracter municipal y tiene

cano limite el costo total de la obra.

U



DETITUTO DE FOMENTO MUNICIPAL

SUATBLA: DIESTOS Y ARBITRIOS A NIVEL MACIONAL A FAYOR OF LAS MUMICIPAL IDADES

DE 0 _ARBITRIO BASE _LEGAL

lapuesto sobre Aguardiente Decreto ley 33 del 29-02-65

Impuesto sobre Cerveze Decreto Ley 230 del 23-06-64

Reformas: Decrato 80-74 Ar-
ticulo 17b, y Decreto 65-79

Impusesto sobre Gesoline . Decres~ “lo, 3980 del 29-02-%6

lapuesto sobre Caté Decreto Ley 114 del 26-09-63

BASE DAPOSTTIVA

0. 0.10 sobre cads litro

Q. 0.02 por cada litro

Q. 0.02 sobre cada galbn que ex-
penden las Compafies laportadoras
on el territorio nacional con ex-
cepcibn del municiplo de Gueatema-
la.

Q. 0.15 por cada 100 libres espe-
Roles de caté oro. Y dastinadoo le
exportecibn,

FORMA OE DISTRIBUCION

Distribucién o ftevor de la wunicipalices de
Guotemals.

Monto Receudedo X No. de Habjitantes
Ho. de Habitantes
de 1o Replblice

eunicipelided de
Guatemsls

€l remanente se dlstribuye asi:

308 pera incremantsr el Fondo Patrimonial INFOM,
308 & sunicipalidedes: 308 Cleses Poasivas, 1708
Fondos Propios Municipsles,

Le distribucién a fevor de las municipslidades es
en formaproporcionsl a! nimero de habitantes de
los municiplos,

Se distribuye mansusimente entre las
msunicipal ideces de 1a Replblica (incluye
Guateaala) en proporcitn sl nimaro de hebltantes.

Se distribuye en proporcibn al nimero de
habitantes de cads auniciplo, con excepcibn de ls
cludad do Guatwmala.

E1l INFOM opara los ingresos por cuenta consignada
y ecredita  por seperado & cade municipslidad lo
percibido & su favor de ecuercdo con los decretos °

. Gofrespondientes.

b



~ N
. DESTITUTO DE FOMENTO MUNICIPAL
CUATEMALA: DUESTOS Y ARBITRIOS A NIVEL MACIONAL A FAVOR DE LAS SUNICIPALIDACES

eeel?
DLESTO Y/0 ARBITRIO BASE LEGAL BASE DAPOSTTIVA FORMA DE DISTRIBUCION

Impuesto sobre txportecibn de Caté Decreto Ley V11-8% del 28-10-8% 1% del valor en quetzales de cads Q. 0.10 por cada quintal pora cadas una de las
quintal de cat$§ oro, o su equivelen- municipslidades en cuys jurisdiccibn sa ha
te libre & bordo que se exporte (100 producide’ el café (el remanente del impues
1{bres espaholas o 46 Kgs,) to corresponde & ANACAFE), ~

Arbitrio sobre Aceites Esenclales Acuverdo Gubernativo del 14-08- Medio centevo de quetzal por cads li- Lo percibirh le municipelidad en cuys jurisdiccibn

98 y 13-06-68 bra de oceltes esenciales ve té de se produzca el producto.

11mbn y citronels que se exporte,
Un centavo y medio por .coda 1ibra de
oceites esencieles de 1imbdn criollo
que se exporte de la Raplblica.

Arbitrio sobre Algodbn Acverdo Gubernativo del 12-06-

Q. 0.16 por cada quintal de algodbn Pars lo  municipalidad en cuys Jurisdicclén

78 en oro que se extraiga de! municipio. se produzca el producto extreido 75%.

Para ls municipolidad en cuys jurisdiccibn se
desmote el producto extraido 23%.

Para 1la municipalidad en cuya Jurisdiccibn’ se
produzcs y desmote el producto extraido sa
eplicarb el 1008, -

Arbitrio sobre Pesce {extroccibn de  Acuerdo Gubernativo 360-82 del
conarbn, pescado y otras especies 19-10-82
msaritisss),

Por cada 11brs de camarbn que se Se herbn en proporcibn ditecte el
se desembarque Q. 0.02. ki1Gastros del litorsl

. municipio.
Por ceda libra de pesczdo u otras es-

ﬁ.cln que se desesmbarquen Q. 0,005,

ninero de
qQue corresponda a cada



OCUATBAWMLA: THRUESTOS Y ARBITRIOS A NIVEL MACIONAL A FAYOR DE LAS MUNICIPALIDACES

ces/3 .
DIFUESTO Y/0 ARBITRIO BASE LEGAL BASE DaPOSITIVA
Arbitrio sobre Hule Decreto 1395 de Nov./60 Ley de 13 por coda quintal de su precio de
Fomento Siembra de Hule venta,

Circulacibn B Vehiculos Decreto 404 del 07-09-74 moditi-

cado por Decreto 80-74, Articu-
los 5 al 12 del 10-09-74

Impuesto de Exportacibn de Chicle Decreto Legislativc 1005 del Q. 3.00 coda quintal

31-08-53,
Regalias por Explotacisn de Mines Decreto Ley 69-85 dol 03-07-85 Minas, del 5% del valor del minereal
y Canteras

Canteras, 43 del valor del producto

FORMA DE DISTRIBUCION

El arbitrio de hule que se exporte serh recaudado
por 1a Gremisl de Huleros, ls qua lo entregarf al
INFOM para que lo ocredite a ls municlpslidad que
corresponds,

Es entregado directsmente sl municipio donde
reside el contribuyente.

Se distribuys Q. 3.00 pare el Estado y Q. 2.00
pera e! wunicipio de donde se axtraigs el
producto.

Distribucibn 33 & tavor del Estado, 13 a tavor de
1as municipalidades en cuys Juriediccibn acté
situado el Srea de explotacibn,
13 & fevor de los propietrios de los terrencs en
donde se efectle lu explotacibn,

Distribucibn 2% 8 favor de las sunicipelidedes en
cuya jurisdiccibn estdé situada la cantera.

23 @ tavor de los propletarios de los terrencs en
donde se efectle 1a explotacibn,
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DWESTO v/0 ARBITRIO

I=puesto Unlco sobre Inmuebles

INSTITUTO DE FOMENTO MUNICIPAL

GUATEMALA: DHPUESTOS ¥ ARBITRIOS A BIVEL MACIONAL A’ FAVOR DE LAS MUNICIPAL IDADES

BASE LEGAL BASE DWUSITIVA

Decreto 62-87 del 16-09-87
Reformas s su Articulo 42

mediants Decreto 67/89 del 22-

T 11-89

Exportecibdn de Banano

RStulos y Anuncios en Carreteras y Decreto 11-74 del Congreso de
Vies P(blices Urbanas

y 16
Aparstos Reproductores de ls Voz y Acuerdo Gubernativo Mo, 10-73 y -

el Sonido . . moditicacibn contenids en el
. Acuverdo Gubernativo del 08-09-

a1

Decreto 31-81 del 08-09-81 del
Congreso de ls RepGblica

le Replblica, Articulos 10, 15

’r

El Articulo 10 determins on quetzeal
al afo por cads setro cuadrado, el
Articulo 15 deteraina un impuesto
Qque oscila entre Q. 0,50 y Q. 5.00
por metro cuadrado al aho.

" Q. 15.00 por rockols o sparsto simi-

lar, Q. 30.00 por altoparlantes para
propaganda comercis! instalado en
unidedes mbvlles cuando oparen en va-
rios suniciplos,

FORMA DE DISTRIBUCION

El producto recaudado de los contrjbuyentes
afectos el 2 por millar, lo cobrerhn y
edministrarfn lat zunicipslidedes respectivas.

El1 producto recaudsdo ‘de los contribuyentes
efectos a8l 6 & 9 por miliar, se distribuirkn por
partes iguales entre el Estado y la municlpalidad
en cuys Jurisdlccidn territorial estd ubicado caca
inmyeble.

Los productores que se ecojen a8 los beneficios de
la Ley de Desarrollo Bananero, deberkn cancelar a
la municipslided donde se pPoduzca el banano, la
cantided de Q, 0.02 por csda ceja de banano dw
veinte kilos qua se dastine a la exportacibn.

Distribucidn, se decrets o tavor de les
municipalidedes respectivas por rbtulos o enuncios
Que se instalen dentro de sus Jui isdicciones.

t1 pago por rockoles o apsratos simileres se hark
en la respectivs sunicipalidad,

El pego por, los altoparlentes se hark en lsa
Adeinistrecibn de Rentes Internas de! departamento
on que 8o -hays extendico, el Adainistrador
onvierd a cade une de d88 sunicilpalidades la psrte

proporcionsl segln el sonto receudada, . -

<



DETITUTO DE FOENTO MUNICIPAL
GUATBRALA: DIRUESTOS ¥ ARBITRIOS A MIVEL WACIONAL A FAYOR DE LAS MUNICIPALIDAES

ees/S
DARESTO Y/0 ARBITRIO BASE LEGAL BASE DPOSITIVA FORMA UE DISTRIBUCION
Transporte Urbano (Arbitric) Acverdo Gubernativo B43-8% del 4% aobre el valor del passje en el tste erbitrio es cobredo por cads municipalldsa,
19-09-8% servicio de transporte urbano por sin dastino especifico.
eutobls,
Arbitrio de Or;sato Acuverdo Gubernativo 1131-83 del €l pego anual oscile entre O, 1.00 y SerS cobredo por los sunicipalidodes del pals y
29-12-83 Q. 15,00, dependiendo del ingreso cuyo rendimiento se destinarf a cubrir el velor de
monsual,

obras y servicios que se estedblercan en favor de
los vecinos de sus respectives jurisdicciones,

Gustemala, 18 de abril de 1 991

ERP/ajtt,



