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18. S U M M A R Y  DESCRIPTION 

U.S. only: 

Limited F.W.: 
Free World: 

The purposes of t h e  program a r e  (1) t o  provide  immediate balance of payment support  t o  
Guatemala and (2)  t o  encourage continued p rog res s  by t h e  Government of Guatemala (GOG) 
i n  t h e  r e s p e c t  of human r i g h t s ,  planning and Implementation of development programs, 
and reforms' and adjustment  of economic p o l i c i e s  t o  support  broader-based socio-economic 
development e f f o r t s .  The $10.0 m i l l i o n  loan  w i l l  be  i n  t h e  form of an immediate qash 
transfer  t o  the  Bank of duatemala. A s  a condit ion of the program, Guatemala w i l l  
provide r e sou rces  f o r  t h e  impor ta t ion  from t h e  United S t a t e s ,  w i t h i n  s ix  months 
fol lowing disbursement of t h e  cash t r a n s f e r ,  of $10.0 m i l l i o n  worth of raw m a t e r i a l s ,  
i n t e rmed ia t e  goods and sp.are p a r t s  f o r  t h e  p roduc t ive  p r i v a t e  s e c t o r .  Upon 
disbursement of t h e  loan ,  t h e  GOG w i l l  e s t a b l i s h  a n  account of Q 1 O . O  m i l l i o n  i n  t h e  

.Bank of Guatemala. Resources from t h i s  fund w i l l  f i n a n c e  a s e r i e s  of development 
a c t i v i t i e s  t o  be mutual ly agreed upon by t h e  GOG and USAID. The l o c a l  currency fund 

- w i l l  be managed by t h e  Direction de Financiamiento Externo (DFE) of t h e  N i n i s t r y  of 
Finance. 

U.S.: $10,000,000 
I ~dur t r ia l i red  Countries: 

Local: 

* The loan  w i l l  be r epa id  i n  25 yea r s  from d a t e  of disbursement ,  inc luding  a t e n  year 
grace  per iod .  The i n t e r e s t  r a t e  w i l l  be 2 percent  per  annum dur ing  the  grace  period 
and 3 percent  per  annum t h e r e a f t e r .  The loan  w i l l  be s u b j e c t  t o  t h e  cond i t i ons  and 
cswaantssss&i ied  on w e s  2 7  - 23 of U d p u m g n t  - 

19. C L E A R A N C E S  C 9 ' L  ; 7:  A C ' r l C t .  

Cash: $1 0.000.000 I Other; 



PROGRAM ASSISTANCE APPROVAL DOCUMENT 
GUATEMALA: ECONOMIC SUPPORT PROGRAM 

SUMMARY AND RECOMMENDATIONS 

A. Recommendation 

U. S. Embassy and USAI~/Guatemala recommend 
authorization of an Economic Support Fund loan of $10,000,000. The 
loan will be repaid in 25 years from date of disbursement, 
including a ten year grace period. The interest rate will be 2 
percent per annum during the grace period and 3 percent per annum 
thereafter. 

B. Borrower 

The Borrower will be the Government of Guatemala, 
represented by the Bank of Guatemala and the Ministry of Finance, 

C. Program Summary 

Guatemala is currently experiencing serious economic 
difficulties largely because of the worldwide economic recession, 
especially the low current prices for many of its traditional 
exports, and the collapse in demand in the Central American Common 
Market countries for Guatemala's manufactured exports. The 
situation is further complicated by the political instability and 
violence affecting Central America and Guatemala in particular. 
Guatemala has experienced a rapid erosion of its foreign exchange 
reserves, and annual GDP growth rates have declined from 6% to 7% 
per year in the 1970s to a projected negative 3.5% in 1982. 
Imports have been reduced dramatically and there exists a backlog 
("presa") in excess of $300 million of foreign exchange requests 
which cannot be met because of the shortage of foreign exchange. 
Government fiscal deficits have grown and have exerted pressures to 
expand Central Bank credit to the public sector. The budget 
deficit in 1981 was $638 million; this figure is projected to be 
reduced to $470 million in 1982 as a result of severe cut-backs in 
the public sector investment budget, although tax revenues are 
lagging and the deficit may increase substantially by the end of 
the year. 

The new Government of Guatemala which took power 
following the March 23, 1982 coup has made significant progress 
toward improving the implementation of development efforts. The 
Rios Montt government has placed high priority on development 
programs to benefit the indigenous population of the Highlands. 
The GOG has improved the respect for human rights in Guatemala and 
continues to make progress in these areas. 



The objectives of the proposed economic support 
program are: 

1. To provide immediate balance of payment support 
to Guatemala to help offset the effects of the adverse conditions 
currently affecting its economy, and 

2. To encourage continued progress by the GOG in the 
respect of human rights, planning and implementation of development 
programs, and reforms and adjustment of economic policies to 
support broader-based socio-economic development efforts. 

The proposed $10.0 million loan will be in the form of 
an immediate cash transfer to the Bank of Guatemala. As a 
condition of the program, Guatemala will provide resources for the 
importation from the United States, within six months following 
disbursement of the cash transfer, of $10.0 million worth of raw 
materials, intermediate goods and spare parts for the productive 
private sector. 

Upon disbursement of the loan, the GOG will establish 
an account of Q1O.O million in the Bank of Guatemala. Resources 
from this fund will finance a series of development activities to 
be mutually agreed upon by the GOG and USAID. Eligible projects 
will include development programs carried out by private voluntary 
organizations and cooperatives, emergency employment generation 
activities, reconstruction efforts in the areas affected by heavy 
flooding in September 1982, and follow-on activities for certain 
AID-assisted development projects. The local currency fund will be 
managed by the Direccien de Financiamiento Externo of the Ministry 
of Finance. 

D. Conditions and Covenants 

The conditions and covenants proposed for the loan are 
discussed in Section V of this PAAD. 

11. CURRENT ECONOMIC SITUATION 

A. Introduction 

During the 1970s, Guatemala's economy grew at an 
average rate of 6 to 7 percent per year in real terms. With a 3 . 
percent rate of population growth, this meant an annual increase of 
3 to 4 percent in average real per capita income. Growth was 
export led with the traditional export products of coffee, sugar 
and cotton dominating the picture. In addition, there was a trend 
toward increasing diversification into minor agricultural exports 
and exports of manufactured goods to the Central American Common 
Market (CACM). 



Investment during this period averaged between 10 and 
15 percent of Gross Domestic Product. Domestic savings financed 
most of the investment and it was government policy to minimize 
foreign borrowing. As a result, in 1980 total debt service 
payments as a percent of merchandise exports were only 3.0%. 

During the 1960s and 1970s deficits on current account 
were relatively small and the capital account surplus generated by 
private sector capital inflows was generally more than sufficient 
to bring about an overall balance of payments surplus. As a result 
of a very strong balance of payments position, official net 
reserves reached an end-of-year high of $763 million in 1978. 

B. Recent Adverse Influences on the Economy 

Beginning in 1979, a number of factors began to impact 
adversely on economic activity and particularly on Guatemala's 
balance of payments position. 

-In 1981, there was a sharp decline in the major 
traditional exports of coffee, cotton and sugar while import prices 
experienced double-digit inflation for several years, causing a 
major deterioration in the overall terms of trade. 

-Violence and balance of payments crises in the rest 
of Central America destroyed the free flow of goods and easy 
convertibility of currency within the CACM. This was the major 
market for Guatemala's exports of manufactured products. 

-Tourism declined because of regional and internal 
violence. 

-Internal violence and political uncertainty 
throughout the region have resulted in some domestic capital flight 
and contraction of lines of credit by foreign commercial banks and 
suppliers which were necessary to finance working capital, 
agricultural credit, and imports. 

Until early 1982, the Government of Guatemala (GOG) 
had used its considerable foreign exchange reserves to finance 
increasing balance of payments deficits and then, as reserves ran 
out, severely restricted foreign exchange sales to the public. As 
a result, net reserves as of August 27, 1982 were $28.8 million, 
imports will decline 20 percent in 1982 and GDP will decline 3.5 
percent. Even if political violence abates, stagnation or economic 
decline is unavoidable for another year or two as Guatemala adjusts 
to a deterioration in economic factors. The following assessment 
analyzes and projects the balance of payments and resource gap in 
1982 and 1983 and, with a review of the current economic situation, 



explains the need for Economic Support Funds and other 
international support programs. 

C. Balance of Payments Projections for 1982 and 1983 

The balance of payments projections for 1982 and 1983 
are presented in Table 1 which summarizes the data presented in 
Appendix A, Supporting Tables. Table 1 separates "autonomous" from 
"compensatory" capital movements. The latter consist of loans, 
lines of credit, IMF financing, etc. specifically negotiated for 
the purpose of covering the balance of payments deficits, and thus 
forestalling even larger reductions in Guatemala's net 
international reserves. These compensatory capital movements 
appear in Table 1, and are placed "below the line" to show how the 
balance of payments deficit is financed. Item IV of Table 1 thus 
shows the magnitude of the basic balance of payments disequilibrium. 

Two alternative balance of payments projections are 
presented in Table 1: The projection in column 2 was developed by 
the Central Bank on the assumption that imports this year will be 
20% below the 1981 level. This implies a reduction of 25 to 30% in 
real terms, and may be an optimistic view of how the situation will 
look at the end of this year. This picture does not provide a 
meaningful concept of the magnitude of the balance of payments 
disequilibrium in 1982, since the burden of the adjustment was 
placed on a drastic reduction in imports -- and hence on real GDP 
and the level of economic activity -- instead of being reflected in 
the "basic balance". To get a more accurate picture of the 
magnitude of the overall disequilibrium to which the economy must 
adjust, it is assumed in column 3 that imports would remain at the 
1981 level in terms of current dollars, which would still imply a 5 
to 10% reduction in the real import level. 

Major conclusions of the analysis for 1982 are as 
follows: 

1. The overall balance of payments deficit (item IV) 
is estimated to have been $487 million in 1981. It is projected to 
decline to only $193 million according to the Central Bank, on the 
basis of the projected 20% reduction in imports. Without such a 
reduction, the 1982 deficit would be $532 million. 

2. Exports are projected to decline by 10% between 
1981 and 1982. The main factors behind the 1982 decline are the 
sharp reductions in the value of cotton exports (due to declines in 
both volume and price) and sugar (due to a decline in price). 
Coffee exports are actually projected to increase in 1982 (see 
Appendix A, Tables 5 and 6). 



Table  l* 
Guatemala:  B a l a n c e  o f P a y m e n t s  P r o j e c t i o n s  f o r  1982-1983 ( i n  Millions of  h l l a r s )  - 

( 1 )  ( 2 )  1982 ( 3 )  ( 4 )  19833 (51 - 
With 20% With  no  

1981 Reduct ion Reduct ion A B 

- i n  Imports*  i n  Imports*  - 
1 Curren t  Account -565 - -359 - -698 - -348 - -384 - 

Expor t  (FOB) 
Impor t s  (FOB) 
S e r v i c e s ,  Net 
T r a n s f e r  , Net 

11. C a p i t a l  Movement, - 1 0 8  - 166  1661 - 1 9 a k l  - 1 3 6  
Autonomous 

P r i v a t e ,  N e t  -29 8 2 8 2 112  5 0 
O f f i c i a l ,  Long Term 1 3  3 16 7 167 ) 
Other  Autonomous, Net 5 9 1  59 59 ) 22641 226 
Loan Repayments by BOG -51 -142 -142 -14 0.51 -140 

111. E r r o r s  and Omissions 

I V .  B a s i c  Ba lance  ( I  + 1 1 )  -487 -1 9 3 - -532 -150 -248 - 
V. F i n a n c i n g  of D e f i c i t  - 308 17 3 - 1 7  3 - 1 3 0  - 100-130 

IMF Compensatory 
IMF Reserve  Tranche 
IMF F i r s t  Tranche 
C r e d i t  L i n e s  f o r  BOG.?/ 
C r e d i t  L i n e s  f o r  Other  
Banks 

V I .  Net Change i n  I n t e r -  
n a t i o n a l  Rese rves  o r  
Unfinanced Gap 

* I n  terms of  c u r r e n t  d o l l a r s .  N / A :  Not a v a i l a b l e .  

11 For 1981: C r e d i t  f o r  o i l  p u r c h a s e s  by Venezuela-Mexico (49.6  m i l l i o n )  and  IMF - 
S p e c i a l  Drawing R i g h t s  ($5.2 m i l l i o n ) .  
For 1982: Venezuela-Mexico ($57.1  m i l l i o n )  and m i s c e l l a n e o u s  ($2.0 m i l l i o n ) .  

21  For  1981,  $90 p l u s  $74 m i l l i o n  ( s e e  Tab le  4 Appendix A); f o r  1982,  $135 p l u s  $28 - 
m i l l i o n  (Tab le  4 Appendix A). 

3 1  Both  p r o j e c t i o n s  assume i m p o r t s  t o  be  6.5% above 1982 l e v e l  i n  c u r r e n t  d o l l a r s ,  b u t  - 
s t i l l  15% below t h e  1981  l e v e l .  

41  P r o j e c t e d  a t  same l e v e l  a s  i n  1982 by ROCAe Economic Advisor  a s  d a t a  a r e  n o t  - 
a v a i l a b l e .  

Source:  For  1981  and 1982, C e n t r a l  Bank d a t a  r e o r g a n i z e d  by ROCAP Economic Advisor.  
For 1983,  p r o j e c t i o n  A by Economic Advisor  i n  c o n s u l t a t i o n  w i t h  C e n t r a l  Bank; 
p r o j e c t i o n  B by Economic Advisor.  

A d d i t i o n a l  economic Tab les  2-12 may be found i n  Appendix A* 



3. The net capital inflow (detailed breakdown, 
Appendix A, Table 4) is substantially reduced by the need to repay 
loans secured in prior years by the Bank of Guatemala. Most of the 
new loans or lines of credits to be secured by the Bank of 
Guatemala (shown in Item V of Table 1 and detailed in Appendix A, 
Table 4) are needed to finance these loan repayments. 

4. With regard to financing the deficit, note that 
no additional IMF credits, either compensatory or stand-by are 
projected for 1982. Reliance on compensatory financing is placed 
entirely on the lines of credit that the Bank of Guatemala expects 
to negotiate, presumably mostly with foreign commercial banks. 

5. On the assumptions made, the decline in net 
international reserves, which was $180 million in 1981, is expected 
to be only $20 million in 1982. It would have been as high as $359 
million if 1982 imports had been maintained at the 1981 level 
instead of being restricted by 20% (in current dollars). 

Detailed economic projections for 1983 have not 
yet been made by the Central Bank. For purposes of this analysis, 
two projections were developed for 1983. Projection A (Col. 4 of 
Table 1) was developed by the ROCAP Economic Advisor in 
consultation with the Central Bank of Guatemala. Projection B 
represents AID'S separate estimate. The two projections make 
identical assumptions with respect to exports, imports and 
services: both project exports and imports to increase slightly in 
1983 (by 3.6% and 6.5%, respectively), though imports will still be 
15% below the 1981 level in current dollars (and about 30% below 
1981 in real terms). However, projection B makes more conservative 
assumptions on net transfers, net private capital inflow, and 
availability of funds to cover the deficit. Both projections do 
not include AID/ESF and other multilateral assistance. 

Projection B arrives at a "basic balance" deficit 
of about $250 million in 1983 and of an unfinanced gap (or decline 
in net international reserves) in the range of $120 to $150 
million. Projection A ,  by contrast, shows a reserve decline of 
only $20 million. Without a major improvement in Guatemala's 
investment climate, projection B is likely to be the more realistic 
projection. 

In conclusion, there is no question that 
Guatemala faces a serious balance of payments problem in both 1982 
and 1983. Continued financing through a significant decline in net 
international reserves obviously cannot occur owing to the very low 
current level of reserves. 

While the Central Bank looks forward to an 
improvement in its balance of payments situation in 1983, real 



imports will, at best, remain at the 1982 level, following a 25 to 
30 percent decline between 1981 and 1982. The basic balance of 
payments disequilibrium in 1983 may be about $250 million and the 
remaining unfinanced gap in the range of $120 to $150 million 
unless the authorities further contract imports. Real GDP is 
expected to decline by at least 3.5% in 1982 and the reduction 
could be larger in view of the current sharp reduction in real 
imports. 

D. Other Current Economic Factors 

1. Gross Domestic Product (GDP) 

The growth rate of real GDP has declined steadily 
in recent years. The average annual growth rate declined from 7.5% 
over 1975-78 to 4.5% in 1979, 3.5% in 1980 and 1% in 1981. The 
Central Bank projects it at a negative 3.5% for 1982. Current GDP 
is projected at $9.3 billion for 1982 at an exchange rate of $1 
equal to 1 Quetzal. 

The breakdown of the GDP projection by final 
expenditures in real terms is presented in Appendix A, Table 9. 
The major endogenous factors expected to draw down real GDP in 1982 
include, in the first place, exports of goods and services (down by 
Q74 million or 13%); second, public investment (down by Q54 million 
or 27%); third, government consumption expenditures (down by Q23 
million or 10%); and finally, fixed private capital formation (down 
by Q13 million or 7%). Private consumption expenditures (an 
endogenous variable) is projected to decline by Q82 million or 3.5%. 

The Central Bank's GDP projection may still err 
on the optimistic side since the sharp 27% real decline in imports 
of goods and services that is anticipated for 1982 (Table 9) may 
well force a decline in private investment and consumption greater 
than the reduction in the variables as projected in the table. 

2. IMF Agreement 

The current agreement with the IMF expires on 
November 12, 1982. As shown in Table 1, IMF compensatory financing 
combined with a one year stand-by arrangement provided $128 million 
to finance the balance of payments deficit. The first tranche of 
$22 million is to be repaid by November 12, 1982. 

General conditions for the stand-by arrangement 
called for a reduction in the central government deficit through a 
combination of reduced expenditures and increased efficiency in tax 
collection and new revenue measures, a reduction in the rate of 
credit expansion, increased domestic interest rates and agreement 
to cooperate with the Fund in further efforts to find appropriate 



solutions for balance-of-payments difficulties. During the past 
year on-going discussions between the IMF and the GOG were 
suspended when the Government decided it could not undertake the 
mix of tax measures being recommended by the IMF. However, as of 
October 7, the GOG has agreed to consider an IMF memorandum 
outlining the requirements for an additional stand-by. The GOG 
expects to receive this memorandum in the second half of October. 
A regular IMF Mission is expected early in 1983. Given the changes 
in the world monetary situation and worldwide interest rate 
dec-lines, coupled with interest rate increases in Guatemala 
discussed below, the policy mix deemed appropriate by both 
Guatemala and the IMF is likely to shift considerably, with 
emphasis on fiscal policy. 

3. Net International Reserves 

The trend in the country's net international 
reserves was as follows between the end of November 1981 and August 
27, 1982: 

Date Amount 

November 27, 1981 $78.3 million 

December 31, 1981 47.6 million 

March 26, 1982 57.7 million 

August 27, 1982 28.8 million 

Since then, the amount has fluctuated around the 
$30 million level. Thus, there was a sharp $31 million loss during 
the last month of 1981 followed by a $10 million recovery during 
the first quarter of this year. In the following months, there 
followed another $29 million (50%) reduction. 

Gross international reserves (as defined by the 
Central Bank) declined from $314.6 million on December 31, 1981 to 
$285.4 million on March 26, 1982. They stood at $297.0 million on 
August 27, 1982. However, it is estimated that only about half of 
this reserve is liquid as the balance represents claims on other 
Central American central banks which, for the time being, cannot be 
collected in convertible currencies. 

4. Debt Service Charqes 

The trend in service charges on the external 
public debt (interest plus amortization) between'l976 and 1983 
(projected) is presented in Appendix A, Table 8. Note that the 



debt service ratio (total debt service payments as a proportion of 
merchandise exports) has risen very sharply since 1980 -- from only 
3.0% in that year to a projected 9.4% in 1982 and 10.6% in 1983. 
While the debt service ratio still has not reached alarming 
proportions by international standards, it is clear that Guatemala 
must watch the magnitude of the debt it contracts on commercial 
terms and finance as much as possible of its new external debt with 
concessionary loans. It should also be borne in mind that the debt 
service ratio is a very imperfect measure of the capacity of a 
country to contract additional debt on commercial terms since it is 
its overall balance of payments position, not the value of its 
exports, that measures a country's capacity to service its external 
debt. As has been noted above, the balance of payments position of 
Guatemala has deteriorated significantly in recent years and will 
still be substantially in deficit in 1983. 

5. Fiscal Situation of the Central Government 

The fiscal situation of the Central Government 
for 1981 and 1982 is presented in Appendix A, Table 10. The 
following points should be noted. The overall budget deficit is 
projected to decline from Q638 million in 1981 to Q470 million in 
1982, or by 26.4%. The deficit will decline from 7.4% of GDP to 
5.1%. A significant cutback - by Q155 million or 25% -- was 
effected in the capital budget. The operating budget was also cut 
back by 2%. While this reduction is small in monetary terms, in 
real terms it may mean a reduction of as much as 10%. Total 
current revenues are projected at about the same level in 1982 as 
in 1981 at Q740 million or 8.0% of 1982 GDP. A decline was only 
avoided because of a projected 19% increase in non-tax revenues. 
Tax revenues are projected to decline by Q19.6 million or 3%. The 
decline in tax collections is spread over a large number of revenue 
sources, including: 

a. Income taxes, projected to decline by Q8.5 
million as a result of the depressed state 
of the economy; 

b. Import taxes, projected to decline by Q21.8 
million or 21%, as a result of reduced 
imports, particularly of non-essential 
consumer goods which yield the highest 
tariff revenues; 

c. Export taxes to decline by Q28.6 million or 
42%, mainly owing to reduced collections on 
coffee, cotton and sugar exports, all 
adversely affected by significant world 
price reductions. In addition, the 
graduated rate on coffee was substantially 
reduced. 



GUATEMALA: Summary Economic Indicators 

(Millions of Quetzales) 

GDP (Current) 

Total Govt. Income 
% GDP 

Tax Revenues 
% GDP 

Govt. Expenditures 1,380 
% GDP 15.9% 

Govt. Deficit 
% GDP 

Merchandise Imports (FOB) 1,540 
% GDP 17.8% 

Merchan. Exports (FOB) 1,299 
% GDP 15.0% 

Current Acct. Deficit -565 
% GDP 6.5% 

Basic Balance 
% GDP 



On the other hand, these reductions in export and 
import taxes were partially compensated by increases in the general 
sales tax ("timbres" and "papel sellado"), expected to yield an 
additional 039 million (or 15% increase) in 1982 (see Appendix A, 
Table 10). 

With respect to financing the budget deficit, it 
should be noted that $537 million, or 79% of the total gross amount 
of loans to be negotiated, will be financed internally through sale 
of treasury bonds and bills. External financing will be limited to 
Q141 million or 21%. As will be noted in the monetary analysis, 
the financing of the public sector deficit accounts for the lion's 
share of credit creation and is a principal factor behind the 18% 
projected increase in money supply. 

In sum, the significant reduction in the budget 
deficit projected for 1982 represents a major fiscal effort on the 
part of the GOG. It appears to be the maximum that can be done 
without resorting to tax increases. Given the severe recession the 
country is going through, various tax measures may not be feasible 
politically, and others may also be inadvisable from the economic 
point of view. Any revenue package may take considerable time to 
implement. 

6. Monetary and Price Situation 

The Central Bank's monetary program for 1982 is 
summarized in Appendix A, Table 11. The total amount of credit 
expansion that is to take place between December 31, 1981 and 
December 31, 1982 is 26.5%. The majority of this expansion will 
finance the deficit of the public sector (Q413 million or an 
increase of 51% over 1981), while bank credit to the private sector 
is to expand by Q201 million (or 14%) above the 1981 level. 

Money supply (currency in circulation plus demand 
deposits) is projected to increase by 18.5% during the twelve 
months ending on December 31, 1982. This contrasts with an 
increase of only 2.7% during 1981. This substantial acceleration 
is due to the fact that, in 1982, the external sector is not 
expected to exert as significant a deflationary effect as it did in 
1981. In 1981, the external sector was reducing the liquidity of 
the banking system by Q441 million. By contrast, in 1982, the 
contractionary effect of the external sector is only QllO million, 
reflecting the reduction in the balance of payments deficit that 
will be allowed to materialize. 

The increase in money supply now projected for 
1982 is higher than had been previously anticipated. Major reasons 



include the availability of less external financing of the deficit 
than had been anticipated and the deterioration in revenue 
collection performance owing to the extent of the economic 
depression and the decline in prices of primary export products. 
As a result, the amount of credit that must be created by the 
Central Bank to finance the public sector deficit has been 
increased significantly. 

Over the past year at least, the banking system 
has enjoyed a considerable amount of liquidity. This situation is 
continuing. For example, in September Lloyds Bank reduced the 
interest they are paying on savings deposits in Guatemala from 10% 
to 8%, and many other banks pay even less. A businessman with good 
collateral and credit standing has no difficulty in getting 
short-term money in the domestic markets to finance his operations. 

According to the Central Bank, the banking 
system's excess reserves (over deposit requirements) were around 
4200 million at the end of August. This excess liquidity stems in 
large measure from the shortage of foreign exchange which is the 
real financial constraint i.e., the fact that there are some $300 
million in foreign exchange applications at the Central Bank 
awaiting approval ("the presa") against which applicants are 
holding cash balances. In addition, the depressed state of the 
economy and the uncertain security situation have acted to depress 
demand for credit. 

At the IMF's urging in mid-October 1981, the 
monetary authorities have raised interest rate ceilings. The 
maximum rate that commercial banks are allowed to pay to depositors 
is 13%. Actually, the current rate paid is six to eight per cent 
because the banking system is enjoying excess liquidity. The 
maximum rates at which banks can lend is now 15% (up from 11% 
before October, 1981). However, when commercial banks make loans 
with resources obtained from the Central Bank, the maximum rate 
that can be charged is 11%. Such resources will be made available 
only for privileged sectors, such as basic grains and housing. 

The rediscount rate (rate charged by the Bank of 
Guatemala to commercial banks) is 12%. However, for housing and 
basic grains, the Central Bank's rate is 7%. 

According to the data collected by the Direccidn 
General de ~stadjstica, the consumer price index for urban areas 
increased by only 0.7% during the twelve-month period ending on 
June 30, 1982. The Central Bank itself is skeptical of this result 
-- a general price increase of about 8% was expected -- and asked 
~stadistica to recheck its figures. Still, it is clear that 
inflation has not been a problem during the past year. 



In recent years, average annual increases in the 
urban consumer price index were as follows: 

DATE PERCENT INCREASE 

1977-1978 7.9 
1978-1979 11.5 
1979-1980 10.7 
1980-1981 11.4 
June 1981-June 1982 0.7 

A detailed breakdown of the urban consumer prices 
index is provided in Appendix A,  Table 12. In conclusion, the rate 
of inflation has been moderate in Guatemala in recent years, 
certainly not in excess of the rate experienced in the United 
States. The rate of inflation has declined further in recent 
months. However, the 18.5% projected increase in money supply for 
1982, if permitted to materialize, is likely to generate some 
inflationary pressure in 1983. 

111. RATIONALE FOR ECONOMIC SUPPORT PROGRAM 

This program will provide balance of payments support to 
alleviate the lack of foreign exchange which has become a major 
constraint on the level of economic activity in Guatemala. As the 
economic analysis demonstrated, the unfinanced foreign exchange gap 
through 1983 far exceeds the resources proposed by this program. 
Complete financing of this gap will require further arrangements 
with the IMF or other international financial institutions. 

No assistance under the Caribbean Basin Initiative was 
originally programmed for Guatemala. Following the change of 
Government in March, 1982, the Goverment of President Rios Montt 
pledged a new respect for human rights and political and economic 
reforms. In response the United States Government reevaluated its 
programming of funds and a limited amount of assistance was 
provided for Guatemala under the CBI legislation passed by the 
Congress. 

It is still too early to assess the depth of the GOG 
commitment to reform. The new government has not yet completed its 
five year development plan nor do budgets exist for 1983 programs. 
However, there are numerous positive signs that the commitment is 
real. First, there have been numerous statements by the Rios Montt 
government reiterating its commitment to rural development, 
especially in the highlands. A short term economic plan has been 
produced and reflects this commitment. Among others its objectives 
include the provision of basic services to the highlands; 
assistance to small highland farmers in increasing production; and 



the strengthening of regional institutions. The Minister of 
Finance and the Secretary General of Planning have indicated that 
the five year plan which is under development includes the 
development of the highlands as a major objective. 

In addition, the government has launched a major 
anti-corruption campaign. While the campaign's initial effect has 
been to delay development projects, during which project 
procurement and contracting were reviewed, the campaign has 
resulted in the development of improved procurement regulations. 
Additionally, the campaign, along with a review of the economic 
viability of large infrastructure projects, has resulted in the 
postponement of some of the more ambitious projects such as a large 
hydroelectric dam, the development of a new Pacific port, and a new 
national highway system, thus reducing the budget deficit. 

Competent, technically-qualified people have been selected 
for government appointments. They appear to be development 
oriented and have made themselves accessible to A.I.D., playing a 
major role in removing bottlenecks to implementation of AID 
projects. As a result project implementation is improving. During 
fiscal year 1982, disbursements on the AID loan portfolio amounted 
to nearly as much as had been disbursed on a commulative basis for 
all active loans since their initiation. The Office of the 
President, implementing ministries and the military have assisted 
in the acceleration of A.I.D. projects such as Loan 520-V-029 
"Primary School Reconstruction', where during the first five years 
of the project only $59,000 had been disbursed. Contracts have now 
either been let or are currently advertised to complete this 
project within one year. The President and the military were also 
responsible for the completion of a number of schools in 
conflictive areas financed by Loan 520-V-025 'Rural Primary 
Education" where construction had been delayed because of guerrilla 
activities. 

The Land Settlement Component of Loan 520-T-026 for "Small 
Farmer Development' has received the same priority attention. It 
is expected that activities under this component will be completed 
with a short project extension to April 1983. In addition to the 
infrastructure planned under the project, the government is 
constructing an expanded road network and a 35-bed hospital in the 
project zone. The government has plans to construct additional 
roads there and in the highlands. It also plans to develop 
additional small scale irrigation projects in the highlands 
utilizing the model developed under the project. 

Finally, the government has recently demonstrated its 
commitment to development by the waiving of normal procedures for 
approval of the AID Non-Formal Education Project, a project which 
is focused on improving rural delivery systems. The project was 



approved within two months of its submission for approval where the 
normal process would have required over a year. 

Thus even though only a few months have passed since the 
March 23 coup, the Mission believes that the GOG's recent 
performance as related to an improved political, economic and human 
rights commitment justifies the proposed ESF assistance. It is 
expected that the proposed ESF program will encourage continued GOG 
progress and commitment to human rights and to the development of 
critical rural poor highland areas as well as assist in alleviating 
the serious economic situation. 

IV. PROGRAM DESCRIPTION 

A. Program Objectives 

Unlike programs in other Caribbean Basin countries, 
the principal objective of the proposed ESF assistance to Guatemala 
is not to promote major macro-economic structural changes. More 
than other countries, Guatemala's current balance of payments 
situation results largely from factors beyond its control. Rather, 
the proposed program is aimed at reinforcing the GOG's attention to 
economic development and the distribution of the benefits of 
development. 

The proposed program has two objectives: First, it is 
j designed to provide a modest measure of immediate balance of 

payments support to Guatemala to help offset the effects orthe 
adverse conditions currently affecting its economy. This support, 
while relatively small, will enable Guatemala to begin to improve 
the economy's prospects for recovery. An improving economic 
picture, together with progress on other fronts, will permit 
Guatemala to take better advantage of the trade and investment 
incentives proposed under the Caribbean Basin Initiative. 

Secondly, the program will provide the USG a tangible 
means of encouraginq continued progress by the GOG in three key 
areas: (1) the respect for human rights, (2) the planning and 
implementation of development programs aimed at improving the 
standards of living of disadvantaged groups, especially the 
indigenous population in the Highlands, and (3) the reform and 
adjustment of its economic policies to adapt to the changed 
economic environment and to support broader-based socio-economic 
development efforts. The steps taken by, and the priorities of, 
the GOG since March 1982 were discussed above in Section 111. This 
program offers the USG an opportunity to support and reinforce the 
new GOG's commitment to these endeavors and encourage further 
progress in these directions. This second objective will be 
implemented through both the programming of local currency 
resources available under the program and several covenants to 
which the GOG will agree in exchange for the $10.0 million loan. 



B. U.S. Dollar Resources 

A $10.0 million cash transfer loan to the Government 
of Guatemala is proposed. The loan will have AID'S normal terms 
for Guatemala, i.e. twenty-five years to maturity including a 
ten-year grace period, two percent interest during the grace period 
and three percent thereafter. 

1. Justification for Cash Transfer 

In designing the program, the Mission weighed the 
merits of a cash transfer and commodity import program (CIP) and 
the experience with both in other countries in the Caribbean Basin 
and elsewhere. Based on an analysis of the advantages and 
disadvantages of each approach, as well as the State/AID guidance 
for this program, the Mission concluded that the cash transfer 
mechanism was the only means to achieve the program's objectives. 
This is the first economic support program for Guatemala. It is 
modest in size and it is doubtful that additional ESF resources for 
Guatemala will be available until FY 1984. Given this situation, 
the establishment of the administrative mechanisms necessary to 
implement a CIP is not justified at this time. Furthermore, such 
mechanisms would require from 3 to 6 months to set up, which would 
be inconsistent with the objective of providing immediate balance 
of payments support through the program. The cash transfer 
mechanism will also require less staff to administer, both in the 
GOG and the Mission. In view of the demands already placed on 
these limited staffs, the Mission concluded that the cash transfer 
approach was the most appropriate means of providing the economic 
support assistance proposed in this PAAD. 

2. Cash Transfer Mechanism and Disbursement Procedure 

The loan will be disbursed in its entirety upon 
satisfaction of the conditions precedent to disbursement. Funds 
will be transferred electronically by AID/W into the Bank of 
Guatemala's account in the Federal Reserve Bank in New York. 

3. Productive Imports for the Private Sector 

As a condition of receiving the loan, the GOG 
will agree to allocate $10.0 million during the six months 
following the disbursement of the loan for the importation of raw 
materials, intermediate goods and spare parts for the private 
sector from the United States. 

Appendix B describes the foreign exchange 
allocation system currently in effect in Guatemala. The Bank of 
Guatemala maintains a computerized record of all foreign exchange 
applications approved, which is reconciled with the specific 



commodities actually imported. This record enables the Central 
Bank to identify imported commodities by type of commodity, country 
of origin, and importer. Using this computerized record, the Bank 
can produce at any time a list of certain types of commodities 
imported over a given time period. Six months following 
disbursement of the loan, the Bank of Guatemala will provide USAID 
with a report, based on its computerized system, that indicates 
that $10.0 million worth of eligible commodities have been imported 
by the productive private sector during this period. The Bank's 
computer record will be available for examination by USAID to 
verify this report, if necessary. 

C. Local Currency Program 

1. Local Currency Fund 

Immediately following disbursement of the loan, 
the GOG will establish a Q1O.O million fund in the Bank of 
Guatemala. The Direccidn de Financiamiento Externo (DFE) of the 
Ministry of Finance will be responsible for administering this 
fund, although all financial transactions will be the 
responsibility of the Bank of Guatemala. The DFE will receive 
proposals for funding from the various implementing agencies. A 
standardized format for the presentation of proposals will be 
developed which will include a brief description of the proposed 
project including specific outputs to be achieved, an 
implementation plan and a budget. Project proposals will be 
reviewed by the DFE to determine their eligibility under the 
program; the DFE will also clear project proposals with the 
National Economic Planning Council to assure compliance with the 
national development plan. Upon approval, the DFE will send the 
proposal, together with a covering letter requesting approval of 
financing for the project from the fund, to USAID/Guatemala. USAID 
approval will be given via a numbered letter of agreement or 
project implementation letter. Once approved, funds will be 
released by the Bank of Guatemala from the master account to a 
project-specific account in the name of the implementing agency. 
Simple disbursement procedures will be established for release of 
funds from these project accounts to the implementing 
institutions. The DFE will monitor project implementation and 
post-audit disbursements for the projects to verify compliance with 
the approved financial and implementation plans. 

2. Local Currency Uses 

The following activities will be eligible for 
financing from the local currency fund created by the GOG under 
this program. All activities undertaken will fall within one of 
the headings listed below. The specific activities mentioned are 
illustrative of the types of projects that will be financed; the 



projects actually implemented will be developed and approved in 
accordance with the procedures described above and the criteria 
discussed below. The allocation of funds between the various 
categories of projects is also provided. 

a. Cooperative Development (Q5,000,000) 

Guatemala presently has approximately 740 
cooperatives with a membership of over 170,000. Of this total, 290 
cooperatives are affiliated with one of eight federations, while 
the remaining 450 are non-federated. Agricultural cooperatives 
account for 360, or 47%, of the total. Federated cooperatives 
receive credit, management assistance and marketing support from 
the federations; non-federated cooperatives do not currently have 
access to this type of support. The National Agricultural 
Development Bank (BANDESA) is the principal credit source for 
Guatemalan agricultural cooperatives. The majority of credit 
provided is channelled through the various cooperative federations. 

The Unidad de Cooperativas no Federadas 
(Non-Federated Cooperatives Unit - UCONOFE) has developed a 
proposal to establish a coordinating unit for the independent 
cooperatives that would provide the kind of management and 
marketing support for these cooperatives that the federations 
presently provide. Training is also required at all levels in the 
cooperative system, including both federations and individual 
cooperatives. Local currencies from the ESF program would be used 
to support formation of the UCONOFE coordinating unit, training, 
and technical assistance for cooperatives. 

There exists a tremendous demand for credit 
by the cooperative sector. The UCONOFE proposal lists 427.0 
million in projects in various stages of design presented by the 
non-federated cooperatives. Credit funds from local currencies 
available under this program would be provided to cooperatives 
through BANDESA. Credit would be limited to agricultural 
activities and would focus on cooperatives located in the Highlands 
areas of the country. 

Another possible use of funds under this 
program is the continuation of services provided by the cooperative 
federation FECOAR in the pilot colonization zone in the Franja 
Transversal del Norte financed by AID Loan 520-T-026. FECOAR has 
provided transportation and services to colonists under the project 
and has been assisting cooperative development in the colonization 
area. FECOAR could continue these activities following completion 
of the AID loan for approximately Q300,OOO per year. 



In sum, an estimated half of the local 
currencies provided under this program will be used to finance 
management assistance, credit and services for and by agricultural 
cooperatives in high priority, disadvantaged areas of Guatemala. 

b. Private Voluntary Organizations (Q2,000,000) 

International and domestic PVOs have been 
very active in both development and disaster relief/reconstruction 
efforts in Guatemala. A substantial portion of local currency 
funds under this program will be channelled to projects undertaken 
by PVOs. It is expected that these funds will finance 4-5 major 
development activities by established voluntary organizations over 
the next 1-2 years. The types of projects envisioned are 
illustrated below. 

USAID is currently discussing with several 
PVOs proposals that total Q3.5 million. These projects are focused 
on rural development efforts in the poorest regions of Guatemala, 
particularly the Altiplano and the eastern departments. Three of 
the proposals under review are from PVOs which have OPG projects 
now active, and the proposals represent an expansion of their 
efforts. The Guatemalan Rural Reconstruction Movement (MGRR) and 
the Christian Development Foundation (FUNDACED) are executing 
community development projects in areas recently devasted by 
floods. Expansion of their programs would improve their ability to 
help in the recovery of their target areas from this disaster. A 
third PVO -- CARE -- has been successful with a reforestation 
project utilizing food for work programs under P.L. 480, Title 11. 
Their proposal, which involves the participation of the Peace 
Corps, would respond to the unemployment problem now acute in the 
Highlands by employing people in an expanded reforestation plan. 
Discussions have been held with Catholic Relief Services (CRS) on a 
community development project designed to enhance local ability to 
meet developmental needs. Agua del Pueblo has submitted a proposal 
for a project which would give it the capability to install potable 
water systems in a coordinated mechanism involving many PVOs 
operating in Guatemala. Another coordinated PVO effort is 
represented by the plan submitted by Partners of the Americas, the 
Berhorst Clinic, and the Summer Institute of Linguistics for 
emergency relief and community development operations in three 
large indigenous localities in the area now affected by the 
displaced persons problem. 

Under the current situation of political 
unrest in the Western Highlands, many poor rural families have been 
forced to leave their home areas for more secure locations. The 
GOG estimates that 250,000 people are now without even minimum 



incomes to provide for food and shelter. These displaced persons 
are exacerbating an already high unemployment and underemployment 
problem, which previously was estimated to be as high as 47 
percent. Almost all of these displaced persons were subsistence 
farmers with little or no skills to qualify them for employment in 
the productive sector, and the continuing decline in the economy 
offers little hope that gainful employment could be found in either 
the commercial agriculture or industrial sectors. As poverty and 
economic isolation appear to be significant factors in the current 
tensions in the Altiplano, the problem of displaced persons with no 
source of income can be expected to lead to even greater tensions 
and further deterioration of the area. 

Lack of sufficient infrastructure has been 
identified as a primary constraint to development in the 
Highlands. This constraint has resulted from inadequate public 
sector investments of a type that support productive activities 
such as access roads, markets, municipal infrastructure, land 
improvements (soil conservation and irrigation), and credit for 
small-scale rural enterprises. 

Projects will be undertaken during the next 
year to address these problems with local currency funds under this 
program. Activities should be concentrated in the Western 
Highlands and include access roads, soil conservation and 
irrigation, self-help construction of and/or improvements to 
temporary or permanent housing, and labor intensive construction of 
small municipal public works projects. Projects would be quick 
disbursing and would be implemented through public sector entities 
in these areas. However, care would be taken to maximize the 
participation of local beneficiaries in the project selection and 
management process. 

d. Flood Reconstruction Efforts (Q450,OOO) 

Severe flooding in southeastern Guatemala in 
late September resulted in considerable loss of life and serious 
damage to homes, water systems, crops and physical infrastructure. 
Damage of which AID is aware includes the following: nine potable 
water systems damaged; 1,026 houses destroyed and 1,326 homes 
damaged; 30 roads damaged along with 36 bridges destroyed and 12 
bridges damaged; and several schools and health posts damaged or 
destroyed. Crop losses are estimated at 40% of the expected 
harvest from the affected region, and damage has also been 
extensive to small scale irrigation and conservation works. AID 
provided $289,000 in assistance to flood victims in September and 
numerous contributions were received from other international 
organizations. The GOG is still in the process of compiling a 
comprehensive list of the flood damage and the reconstruction 
requirements. These requirements will be in the millions of 



dollars. Given the country's economic difficulties and the 
Government's efforts to reduce its budget deficits, funding for the 
reconstruction effort is likely to be limited. Therefore, a 
portion of the local currency funds under the ESF program will be 
used for selective flood reconstruction efforts. Activities 
financed will concentrate on village-level reconstruction in the 
most disadvantaged areas, and will include potable water systems, 
shelter, access roads and schools and health posts. 

Selective Project Continuations (Q500,OOO) 

Implementation of several AID loans in 
Guatemala has been extremely slow. As noted in Section I11 above, 
implementation on all projects has improved since March of this 
year and firm implementation schedules have been established. 
However, several of these projects finance the construction of 
rural facilities and the construction schedule is extremely tight. 
In particular, the Municipal Earthquake Reconstruction Project 
(520-W-027) and the Rural Primary Reconstruction Loan (520AV-029) 
finance construction activities which are projected to extend to 
the final disbursement dates. Any delay in these schedules, which 
is not unlikely given the difficulties normally associated with 
rural construction projects, could result in requests to extend 
even further loan TDDs or, alternatively, force the GOG 
implementing agencies to reallocate funds within already tight 
budgets to complete c;anS uction. To solve this potential problem, 
a small amount of ESF loca "i- currency funds will be set aside to 
fund, on a very selective basis, the completion of activities 
initiated under other AID-financed projects. 

f. Local Currency Fund Administration (Q50,OOO) 

The Direccidn de Financiamiento Externo does not 
presently manage programs similar to the one proposed. Although a 
large number of individual small projects is not expected, there is 
likely to be an additional administrative cost to the DFE 
associated with the management of this program. This is especially 
true with respect to project monitoring and auditing. A small 
amount of funds under the program will be allocated to help the DFE 
defray this additional cost. 

V. CONDITIONSl COVENANTS AND NEGOTIATING STATUS 

The proposals contained in this PAAD have been discussed 
only in general terms with the GOG. Working level contacts have 
been made with the Central Bank and the Ministry of Finance on the 
functioning of the local currency program and the proposed 
disbursement procedures for the loan. No problems are anticipated 
in negotiating the specific details of these aspects of the program 
once the PAAD is approved. 
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The following are the conditions and covenants that the 
Mission proposes be attached to the $10.0 million cash transfer. 
Following State/AID-Washington review and approval of these 
conditions, negotiations leading to a loan agreement with the GOG 
will be conducted. Any modifications to these conditions that may 
result from these negotiations will be communicated to Washington 
for approval prior to final authorization of the PAAD. 

The Mission proposes the following conditions precedent to 
disbursement of the loan: 

1. An opinion of counsel acceptable to AID that the loan 
agreement has been duly authorized and/or ratified by and executed 
on behalf of the Government of Guatemala, and that it constitutes a 
valid and legally-binding obligation of the Government of Guatemala 
in accordance with all of its terms. 

2. A statement of the name of the person holding or 
acting in the office of the representative of the Government of 
Guatemala under the loan, and of any additional representatives, 
together with a specimen signature of each authorized person 
specified in such statement. 

In addition to these conditions, the Mission proposes 
that the Loan Agreement include various covenants relating to the 
implementation of the program as well as actions to be undertaken 
by the GOG to improve further the planning and implementation of 
development efforts and the Government's economic policies. These 
covenants are as follows: 

1. To provide resources for the importation from the 
United States, within six months following disbursement of the 
loan, of $10.0 million worth of raw materials, intermediate goods 
and spare parts needed by private sector enterprises in Guatemala 
for continued production. 

2. To establish a Q1O.O million fund in the Bank of 
Guatemala upon disbursement of the loan, to be used to finance 
development activities aimed at improving the standards of living 
of disadvantaged groups in Guatemala, especially the indigenous 
population in the highlands. 

3. To undertake, jointly with AID, a review of the 
constraints to the management of externally financed development 
programs, especially with regard to expediting the process for 
project approval and ratification; such review to be initiated 
within one month of the date of the loan agreement with a view to 
making recommendations to the appropriate authorities within six 
months of the date of the loan agreement. 



4. To undertake a study to identify possible 
measures to stimulate the production or expansion of 
non-traditional agricultural and manufactured exports from 
Guatemala; such study to be initiated within three months of the 
date of the loan agreement and to be completed within nine months 
of the date of the loan agreement. 

5. To assure that no assistance provided under the 
loan agreement is used to finance activities that will cause 
serious injury, or threat thereof, to the production, marketing or 
pricing of U.S. agricultural commodities or products. 

6. To undertake a study of the impact of non-market 
interest rates charged by BANDESA, CORFINA and other public 
financial institutions in Guatemala on the financial viability of 
these institutions and on the allocation of credit within 
Guatemala's financial system to disadvantaged groups, such study 
along with recommendations to be completed within eight months of 
the loan agreement. 

7. To implement appropriate fiscal and monetary 
policies designed to achieve economic stabilization. 



Table  l* - - - - -  - 

Guatemala: Balance of Payments P r o j e c t i o n s  f o r  1982-1983 ( i n  M i l l i o n s  of D o l l a r s )  - 
2 1982 ( I )  u - ( 4 )  19833 - ( 5 )  

With 20% With no 
1981 Reduction Reduction A B 

i n  Imports* i n  Imports* 
-565 - -359 - -698 - -348 - -384 - I Current  Account 

Export  ( FOB ) 
Imports (FOB) 
S e r v i c e s ,  Net 
T r a n s f e r ,  Net 

11. C a ~ i t a l  Movement. 
Autonomous 

P r i v a t e ,  Net 
O f f i c i a l ,  Long Term 
Other  Autonomous, Net 
Loan Repayments by BOG 

111. E r r o r s  and Omissions 

I V .  B a s i c  Balance ( I  + 11)  

V. F inancing of D e f i c i t  

IMF Compensatory 
IMF Reserve Tranche 
IMF F i r s t  Tranche 
C r e d i t  L ines  f o r  BOG/ 
C r e d i t  Lines f o r  Other  
Banks 

V I .  Net Change i n  I n t e r -  
n a t i o n a l  Reserves o r  
Unfinanced GaD 

* I n  terms of  c u r r e n t  d o l l a r s .  N I A :  Not a v a i l a b l e .  
11 For 1981: C r e d i t  f o r  o i l  purchases  by Venezuela-Mexico (49.6 m i l l i o n )  and  IMF - 

S p e c i a l  Drawing Rights  ($5.2 m i l l i o n )  . 
For 1982: Venezuela-Mexico ($57.1 m i l l i o n )  and m i s c e l l a n e o u s  ($2.0 m i l l i o n ) .  

21 For 1981, $90 p l u s  $74 m i l l i o n  ( s e e  Table 4  Appendix A); f o r  1982, $135 p l u s  $28 - 
m i l l i o n  (Tab le  4  Appendix A). 

31 Both p r o j e c t i o n s  assume impor t s  t o  be 6.5% above 1982 l e v e l  i n  c u r r e n t  d o l l a r s ,  but  - 
s t i l l  15% below t h e  1981 l e v e l .  

41 P r o j e c t e d  a t  same l e v e l  a s  in 1982 by ROCAP Economic Advisor a s  d a t a  a r e  n o t  - 
a v a i l a b l e .  

Source:  For 1981 and 1982, C e n t r a l  Rank d a t a  r e o r g a n i z e d  by ROCAP Economic Advisor. 
For 1983, p r o j e c t i o n  A by Economtc Advisor i n  c o n s u l t a t i o n  w i t h  C e n t r a l  Bank; 
p r o j e c t i o n  R by Economic Advisor.  

BEST AVAILABLE COPY 



Appendix A Page 2 of 22 

BAiANZA DE PAGOS 1 ~ C 1 O N A L E S  DE GUATEMALA/l~ATlONAL WATEMAiAN BAiANCE OF PAYMENTC 
i$KE/YEARC: 1981 - 1982 

- Millones  d e  Que tza les /Mi l l ions  o£ ( luetzales  

E/ e/ 
1981 1982- 

c-ilm DEBlTO/ CREDlTO/ DEBllQ/ CREDlID/ 
DEBlT CREDlT DEBlT CREDlT 

1. OPEPAClCNES CORR1EN!J?S/cURRENT OPERATlONS 

b)  Se rv ic ios /Se rv ices  649.5 234.8 - 414.7 493.0 144 .O - 349.0 
m a n s p o r  te/Tr a n s p r  t 180.8 29.7 - 151.1 140.0 20 .O - 120.0 
l n g r e s o s  por l n v e r s i o n e s / l n v e s ~ n t  e a r n i n g s  158 .O 55.2 - 102.8 150 .O 25 .O - 125.0 
Tur ism y Via  jes/Tour i s m  and Travel  133.1 30.5 - 102.6 92.0 13.0 - 79.0 
Seguros/ lnsurance 18.8 15.4 - 3.4 15 .O 15 .O - - - 
S e r v i c i o s  d e  Gobierno/Government Cervices  18.1 44.6 26.5 13.0 40.0 27.0 
~isceláneos/Miscei~aneous 140.7 59 -4 - 81.3 83.0 31 .O - 52.0 

C)  m a n s f e r e n c i a s / T r a n s f e r s  

T o t a l  (a+b+c) 

a) C a p i t a l  P r  ivado/Pr i v a t e  C a p i t a l  642.9 613.8 - 29.1 356.4 438.5 82.1 
A l a r g o  plazo/long-term 48.5 211.8 163.3 25 .O 108.5 83.5 
A c o r t o  plazo/shor t - term 594.4 402.0 - 192.4 331.4 330.0 - 1.4 
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- 2 -  

b) Capital Of ic ia l  y Bancario/Oficial & Bankinq 
Capital 83.9 527.2 
A largo plazo/long-term 33.9 421.9 
A corto plazo/short-term 50 .O 105.3 

1v. CAMBlO EN LAC RESERVAC ~ A R l A C  1 m c 1 O N A L E S  
(Aumento -)/-S 1NTERNATlOW 
RES- (lncrease -) 

p/ Prel i m i n a r m e l  iminary - 
e/ Estimación/ Estimated - 
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BALANZA DE PAQX INIERNACIONALFS üE GUATEMALA/GUATEX4LA'S INTWNATIONAL BALANCE OF PAYMENTC 

- Millones d e  ~ e t z a l e s / h i l l i o n s  o£ Quetzales - 

a )  ~ e r c a d e r  ías/~orranodit ies 
Importaciones/lmpor ts (FDB) 
E k - p o r t a c i o n e s ~ r t s  (me) 

Ingresos  p r  Inversiones/In~restment ea rn ings  150.0 25.0 - 125.0 164.2 25.0 - 139.2 
Tur isnu y V i a j e s / T o ~ r  ism and Travel  92.0 13.0 - 79.0 95.0 30.0 - 65.0 
Ceguros/Insurance 15.0 15.0 - - - 16 .O 15.0 - 1.0 
S e r ~ i c i o s  d e  G o b i e r n o / G o v e r m t  Cervices  13.0 40.0 27.0 13.0 44.0 31.0 
Miscel~neos/Miscellaneous 83.0 31.0 - 52.0 75.0 40.0 - 35.0 

a )  C a p i t a l  Pr i;rado/Pr i v a t e  C a p i t a l  
A l a r g o  p lazo / log- te rm 
A wrto plazo/short-term 
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TABLA 3/TABLE 3 

b) Capital Oficial y Bancario/Official & Bankinq 
Capital 178.1 435.2 257.1 227.0 443.4 216.4 
A largo plazo/long-term 48.1 290.2 242.1 82 .O 308.4 226.4 
A corto plazo/sho;t-term 130.0 i45.0 15.0 145.0 135.0 - 10.0 

111. CAüW) M) DEmKMINADO/uND~NED BALANCE 

1V. CAMBIO Di LAS RESERVAS MNETARIAS INTERNKIONALES 
(A'mento -) /íWWXS IN INTERNhTIONAL M3ECAW 
RESERVES (Increase -) - - 20.0 20.0 - - 20.1 20.1 

GRAN 'IDTAL/- mAL 

e/ Est irnación/ Es t imated 
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APENDICE A/APPhlDIX A 
TABLA 4/TABLE 4 

CAPITAL PRIVAM) A LARGO PLAZO/PRIVATE CAPITAL 
FOR m TERM 

~cciones, bonos y act ivos/stocks, bonds and assets 
~eptr iación de capitales/reptr iation of capital 
Inversiones extran jeras/foreiqn in-restment 
Préstamos y aportes en especie/loan and in-kind 
contrihtion 
Préstamos en efecti-ro/cash loans 
Otros/others 

CAPITAL PRIVADO A (JOR?D PLAZO/PRIVA!lE CAPITAL FOR 
SHom TERM 

Obligaciones canerciales (a PROVEEDORES) /camiercial 
liabilities (to su~pliers) 301.4 
préstamos en efecti-ro/cash loans 140.3 
Otros/Other S 152.7 

W A L  CAPITAL pRIVADO/TDTAC PRIVATE CAPITAL 642.9 - 

CAPITAL OFICIAt Y BANCARIO A LRRcO P W O / m  TEXM OFFICIAt 
AND BMING CAPITAL 33.9 

Préstamos Gobierno Central e Instituciones/Loans to 
Central Cb-~ernment and Institutions 25.1 
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TABLA 4/TABLE 4 

- 

E/ e/ 
1981 1982- 

CONCEPTD/ITPiI DEBITO/ cXEDITO/ CAIM/ DEBITO/ CREDITO/ 
DEBIT CREDIT ExAWE DEBlT CREDlT 

~ineas de Crédito Banco de (Xiatmla/Credit Lines üank 
of Qdatemla 1.2 
Financiamiento Canpras de petróleo Venezuela-México*/ 
Financing of Qude oil purchase from Venezwla- 
Mexico* 0.9 
Derechos especiales de Giro/special drawing rights - 
Financiamiento Corpnsator io FMI/Conrpensatory f inancing - - 
frm Int'l Manetary fund 
Financiamiento (Primer Tram de Crédito)/First credit 
tranche - - 
Giro Trano &ser-la m/Draft reser;re tranche Int'l 
Monetary F d  - - 
Diver sos/Var i w  6.7 

CAPITAL OFICIAL Y BANCARZO A COKIO PLAZO/CHOm TERM 
OFFICIAL S BANKlNG CAPITAL 

Líneas de crédito Banco de (Xiatemala/Credit lines 
Bank of Guatemala 50.0 
Líneas de Crédito otros bancos/Credit lines to 
other banks - - 
Otros/others - - 

lWE& CAPITAL OFICIAL Y BAEXIARIO/10TAL OFFlCIAL 
BANKlNG AND CAPITAL 83.9 -- -- 

'IOTAL OPE!FXIONES DE CAPITAL/WITAL !iWWXTlONS 
'IOTAL 726.8 --- --- 

- * Hasta 5 a~os plazo/llp to 5 years term 
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W R  (FDB) , WLIPIEN Y P m O S  MEDlOS DE IAS E X F O R T A C l O N E S ~  (FUE), MLUME AND AVERAGE PRlCEC OF MFORTC 
AfkS/YEARC: 1981 - 1982 

EL e/ 
- 1981 1982 - 

Valorflalue Volumen/trolwne P.M. Valorflalue VolumenNolw P.M. 
Millones/Millions Miles/Thousandc Q. Millones/Millionc Miles/thousands Q. 

Q. 49. 

cEwrra3 PMER1CA/CENTRAL FElERlCA 378 -9 
WSTü DEL MütCO/RECT OF THE WDRU) 920.2 

Café Cko/Green Coffee 
~lgodón Oro/Cotton Lint 
Azucar /!%gar 
BamI-.O/Bm3naC 
Car ne/Mea t 
Car dmm/Cardarmn 
~etrÓleo/Crude Oil 
Otros/Others 
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APDDlCE WAPPENDlx A 
TABLA 6/'l'ABLE 6 

- Millones d e  Q u e t z a l e s f i i l l i o n s  o f  Quetzales  - 

E -, 
1981 1982 - Var iac iónflar i a  t ion  

Valor/tJalue ~ s t r u c t u r d  Valor/Value Es t ruc tu ra /  Absoluta /  % 
D i s t r  ibut io"  D i s t r  i b u t i o n  Absolute  

Café  (ko/Green Cof fee  
~ l g o d ó n  Oro/Co t t o n  L i n  t 
Azucar /Sugar 
Banano/Bananas 
Car n e w a t  
Car damom/Car d m n  
~ e t r Ó l e o / ~ r u d e  O i l  
Otros/Other S 

E/ P r e l  iminar /prel  iminary 
e/ ES timaciÓn/estima t e d  - 
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ES- Y VñLOR C1F DE LAC I M € O R T A C I O N E S / ~  AND PRIm CIF OF IMPORl'S 

- Millones de Quetzales/Millions of Quetzales - 

- 

EL e/ 
GRUPO EQR3CMICO/Ea3N3MIC GR3W 1981 1982 - Variaciónflariation 

Valor % Valor % Absoluta/ RelatiSra/ 
Value Value Absolute Re la tive 

'IWl'AL 1,673.5 - 
Bienes de consm/(bnsumer Goods 341.2 
1. No [Xiraderos/Non durable 224.6 
2. [xiraderos/durable 116.6 

Mterias primas y Productos Intermedios/Raw 
Materials and Intermediate Products 542.1 
1. Metilicos~tallic 63 -6 

Corr3xistibles y Lubr icantes/Fuels and Lubr icants 369.1 

&ter iales de construccion/(bnstruction &ter ials 99.9 

Maquinaria, Bqtiip y Herramient.a/Machinery, 
Quipnent and Tools 300.3 
1. Para la Agricult!tira/For Agriculture 16.3 
2. Para la ~ndustria/&r 1ndÜstry 221.3 
3. Para el Transporte y la cawnicación 

m r  transportation and ~omninication 62.7 
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EL e/ 
G R W  ~ I C O ~ I C  GñQUP 1981 1982 - Var iaciónflar ia tion 

Valor % Valor % Absolata/ Relativa/ 
Value Vahe Abcolute Relative 



APEM>lCE A/APPENDlX A 
TABLA 8/TABLE 8 

GlRO DE mR05 DE SERVLClCS POR DEüDAS 
En l a  Deuda Externa pública 

(En Millones de Dólares) 
TREND 1N DEBT SEmnCE CHARGES 

On t h e  Dcternal Publ ic  Debt 
( ln  Mil l ions  of Dol lars)  

(1) (2) (3 (4 
Pago por ser- proporción por 

C a p i t a l  l n t e r é s  vicio/Service Serv ic ios  d e  l a  
(Pr inc ipa l )  ( ln te res t* )  Paymen ts Deuda/Deb t 

Service  Ratio** 

1976 
1977 
1978 
1979 
1980 
1981 Est .  
1982 Proj.  
1983 ~ r o j  . 

* Incluye c o m i s  iones/Includes comniss ions 
** Deuda total d e l  pago de servicios r e f l e j a d o  como un porcenta je  d e  l a  

mercadería exportada/'iütal deb t  service payments as a percent  o f  
merchandise exparts. 

Fuente: Para 1976-78, FMlr Guatemala: Country Economic Memrandum, 
febre ro  4 ,  1980, piíginas 66-67. Para 1979-83, Proyecciones no o f i c i a l e s  
d e l  Banco de Guatemala/Source: For 1976-78, lMF, Guatemala: Country 
Economic MemoranciUm, Feb. 4 ,  1980, pages 66-67. Fbr 1979-83, u n o f f i c i a l  
p ro jec t ions  by Banco de  Guatemla.  
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PROWCTO GEDGRM'ICO BRUTO A PRECIOS DE MEEICADO Y SUS COMPONENTES POR TIPO DE GAS'ID/ 
GROSS DOMESTIC P R O D ~  AT MARKGT PRICES AND iw m m m  BY TYPE OF EXPEND~TURE 

(m Millones de (Fcietzales d e  1958/1in Mi l l ions  o f  Quetzales o f  1958) 

a/ b/ - w A C ~ O N ~ A T I O N  
CONCEPTO/ITEM 1981 - 1982 Absolu ta/Absolu te % 

1. Gastos  en consumo de  las personas e i n s t i t u c i o n e s  
s i n  f i n e s  d e  lucro/Cons7~mption expenses o f  non-prof i t  
i n d i v i d u a l s  and i n s t i  t u t i o n s  2,355.9 2,273.4 - 82.5 - 3.5 

2. Gas tos  en consumo d e l  gobierno genera l /  
General  governmen t cons9mption e x p e n d i v x e s  232.5 209.1 - 23.4 - 10.1 

3. ~ o r m a c i ó n  geográ f i ca  b r u t a  en c a p i t a l  f i jo /Gross  
Fixed domest ic  capital formation 388.9 322.1 - 66.8 - 17.2 
3.1 Pr i.iada/Pr i v a  te 189.1 176.4 - 12.7 - 6.7 
3.2 PÚbl ica/i?cibl ic 199.8 145.7 - 54.1 - 27.1 

4. ~ a r  i ac ion  d e  e x i s t e n c i a s p ~ a r  i a t i o n s  o f  s tock  22.4 42.6 - 20.2 

5. Ekportación d e  b i enes  y s e r r ~ i c i o s / e x p r t  o f  goods 
and s e r v i c e s  559.3 485.2 - 74.1 - 13.2 

6. Menos: ~ m p o r t a c i ó n  d e  b ienes  y s e r v i c i o s / k s s :  
Imports o f  goods and s e r v i c e s  424.7 307.7 - 117.0 - 27.5 

PRODUCTO QXXXVICO BRUTO/GROSS DOMESTIC PRODUCT 3,134.4 3 ,024.7 - 109.7 - 3.5 

a/ C i f r a s  prel iminares/Prel iminar  f i g u r e s  - 8 b/ C i f r a s  proyectadas/Projected i g u r e s  - 
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APENDICE A/APPENDlX A 
Tabla 1 0 / ~ a b l e  10  

s i t u a c i ó n  Financiera  
- -  . - --, -- - - 

d e l  Gobierno Cent ra l /F inancia l  Stahs of  the Cen t ra l  Cavernment 
Diciembre 1981-1982/December 1981-1982 

-Miles d e  O I ~ e t z a l e s h i l l i o n  of Ouetza les  

Var i a c i 6 n D a r  ia t  ion 
Concepto/I tm 1 9 8 1  1 9 8 2 Absoluta 

Absolute % 
1. Ingresos  '~ io t . a l e s /~o ta l  Revenues 742,363.0 740,303.1 -2,059.9 -0.3 

A. Ingresos Corrientes/CLirrent Re'Jenues 

1. Ingresos  Tr i bu ta r  ios/'Tax W?enues 

,Sobre la  Renta/Income Tax 104,330.3 95,783.6 -8,546.7 -8.2 

d e  las Bnpresas/f rom Ehterpr ises 82,728.4 80,783.6 -1,944.8 -2.4 

de las Personas/£ rom I n d i w ~ i d u a l s  21,601.9 15,000.0 -6,601.9 -30.6 

Sobre Patrimonio/On Real P rope r ty  5,515.6 5,401.9 -113.7 -2.1 

Sobre 11. L. y Donaciones/on 1I.L and Grants  458.2 514.3 56.1 12.2 

d e  ~ a f é / o f  Coffee 43,057.7 28,080.0 -14,977.7 -34.8 

d e  Otros Productos/of o the r  Products  14,795.0 1,000.0 -13,795.0 -93.2 

Timbres y Papel Sellado/Stamps and 
Watermarked Paper 

Sobre Ventas/on Sales 
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- -  ----- 
Var iaciónfiar iat ion 

 concepto/^ tem 1 9 8 1  1 9 8 2 Absoluta - 
Absolu te % 

Otras Actividades/Other Activities 104,288.6 122,902.6 8,614.0 8.3 

Alcoholes y Bebidas A./Alcohol and EW~erages 43,012.8 

Impuesto Alcoholes/Taxes on Alcohol 37,238.4 

m e s t o  Micional/Additional Taxes 5,774.4 

Cigarrillos y Tabacos/Cigarette and Tobacco 20,587.1 

imp~estos Cigarrillos/Cigarette Taxes 18,226.8 

Impesto Adicional/'Additional Taxes 2,360.3 

Aguas Gaseosas/'Soft dr inks 5,621.4 

Traslación de Bienes/Transfers of Real Property 1,657.1 

ConsTm de Petroleo y D. /Petroleum Conslqt ion 20,746.9 

circulación ~ehículos~ehicle Excise Tax 8,641.9 

Sanidad ~ b l  ica/Public Health 391.1 

Uso de Servicios/üse of Services 4,886.6 

Actividades Cornerciales/Carmiercial Activities 3 ,476.8 

Otros Impuestos/Other Taxes 806.1 

2. Ingresos no Tributarios/Non Tax Revenue 88,840.8 

Wntas Patr imoniales/lncome frm Real Pr oper ty 13,209.1 

Venta Art. Fstancados/Sale of Impunded Articles 316.7 

Servicios ~Úblicos/~~blic Services 10,737.9 
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Var iaciónflar iat ion 
Concepto/Item 1 9 8 1  1 9 8 2 Absoluta 

Absolute % 

Utilidades Emp. Estado/Profits Gov't. Enterprises 1,469.3 

Trans. CIFs Sec. Privado/Trans. ClFs Priv. Sector 5,928.0 

Trans. CIB Sec. ~iíbiico/~rans. CIFS ~ubiic Sector 3,911.3 

Montepio/Pensions 11,476.8 

Ingresos ~specíf icos/Specif ic Revenues 14,462.7 

Export y Venta Petrolevun/E3rp. & Sale of Crude Oil 26,644.3 

Ingresos Varios/Miscellaneous Ftevenues 684.7 

B. Ingresos de Capital/Capital Earnings 1,754.4 

1. Donaciones/Grants 412.2 

2. Otros/Others 1,342.2 

11. Gastos ~otales/Total Expenditures 1,380,271 .O 

A. ~e nincionamiento/Operating 759,520.9 

B. De Capital/of Capital 620,750.1 

Mobiliario y Ekpipo/FUrnit.cire and EQ~ipnent 442 .5 

Carreteras/Highways 53,416.8 

Obras fibl icas/~ublic Works 173,267.3 

Desarrollo Agrario/Agrarian De~elopnent 18,399.3 

1nversi6n ~inanciera/Financial Investment 46,600.5 
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~ a r  iaciónflar iat ion 
Concepto/Itan 1 9 8 1  1 9 8 2 Absoluta 

Absolate % 

Desar r o1 lo Soc ioecor$mico/Soc io Economic W~elopnen t 31,255.8 27,378.2 -3,877.6 12.4 

~lectr i ficaciÓn/Electr i f ication 294,322.6 173,521 .O -120,801.6 -41 .O 

111. Sup o Def. Presapuestal/Budget Surplas or Deficit -637,908 .O -469,810.9 168,097.1 -26.4 

IV. Ahorro en Cuenta Corr iente/Sa'~ings on Current Account -18,912.2 -6,319.5 12,592.7 -66.6 

V. Ehdeudamiento Neto/Net Indebtedness 548,559.0 502,288.4 -46,270.6 -8.4 

A. Negociación Deuda Piblica/Negotiation Public Debt 701,167.5 677,481.2 -23,686.2 -3.4 

Bonos del lksoro/Governmen t Bonds 474,754.3 358,400.0 -116,354.3 -24.5 

Letras de lksorer ía/@~ernment Bills 117,775.0 178,259.7 60,484.7 51.4 

Prestamos Directos/Direct Lioans 108,638.1 140,821.5 32,183.4 29.6 

Bonos y Notas del Tesoro/Government Bonds and Bills 0.0 0.0 0.0 0.0 

B. PJnortizacion Deuda míblica/Fkfund o£ Public Debt 152,608.5 175,192.8 22,584.3 14.8 

Bonos del Tesoro/Government Bonds 72,428.7 113,289.4 40,860.7 56.4 

Letras de ~esorería/c2YJernJWnt Bi 11s 

Otros Acreedor es/Other Cred i tor s- 
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Var iaciónflar iat ion 
~oncepto/Item 1 9 8 1  1 9 8 2 Absoluta 

Absolute 8 

~rés tamos Directos/Direct Lnans 12,404.8 16,688.7 4,283.9 34.5 

Bonos del Tesoro/Government Bonds O .O 

Otros Acr eedur ias/Other Credi tor S 0 .O 

VI. !%p o Def. Financiero/Financial Sdrplus or Deficit -89,349.0 

VII. Deuda Flotante/Floating Debt 80,086.7 

A. ~reaciÓn/~n it iat ion 162,291.2 

1. Gastos Causados/Occasioned Eqenses 1,380,271 .O 

2. Pago Gastos Ejercicio/Paynent Ekpenses Fiscal Year 1,217,979.7 

B. Paqo Gastos Ejercicios Ant./Payment Exp. Prior Fiscal Years 82,204.6 

VI 11. ~otal Pagos Ef ect ivos/Total Cash Payments 1,300,184.2 

IX Var iacien de Ca ja/Cash Var iat ions -9,262.3 

X. Superavit Ejercios Ant./Surplus Prior Fiscal Years 16,000.0 

XI . Sup o Def. Global de Caja/mtal Cash Surplus or Def icit 6 ,737 .7 

XII. Sdp o Def. Global Financiero/mtal Financia1 Surplus or Deficit -73,349.0 

Ftden te : ~irección de Contabilidad del Estado Source: Accounting Di-rision of the Government of Guatemala. 
0186C 



TI\BLfi I l / íABLE 11 
PANORAMA FINANC IEi(O/FlNANCIAL VIEV 

CON MEOIOAS DE P O L I T I C A ~ I ~ ~ ' 0 L I C V  MEASURES 

AL 31 DE DICIEMBRE OC 1981-1982/T0 OECEMOER 31 1981-1982 

í M i l l o n e >  de Q u r i z a l e > / M i l l i o n  - . oF Q u e t z a l e r l  

Banco Guatc./Bank o f  Guatenlala , -- - Bancos /Cank~  Panorama nonptario/-tary Aspect F inanc ie ras /F inanc ing  Cmpan ies  Panorama F i n a n c i e r o / F i n a n c i a i  Aspect 
V a r i a c i ó n /  V a r i o m  V a r i a c i ó n /  V a r i a c i ó n /  V a r i a c i ó n /  

Vdraat ion- V a r i o l  i u i l  V a r i a t i o n  V a r i a t  ion  -- V a r i a t i o n  -- 

1981 1982 Absol. R e l a t  1981 1982 Absol.  R e i a t .  1981 1982 nbso l .  ~ e l a t .  1981 1982 Abso l .  R e l a t .  1981 1982 Absoi.  R e l a t . ~  

l. Monet izac ión  E x t e r n a l E x t e r n a l  M o n e t i z a t i o n  -103.5 -213.6 -110.1 106.4 5 .7  5.7 -.- -.- -97.8 -207.9 -110.1 112.6 -56.5 -56.5 -.- -154.3 -264.4 -110.1 7 1 . 4  

1. A c t i v o  Ex te rno /Ex te rna l  Asse ts  321.1 301.1 -20.0 -6.2 24.3 24.3 - - -  . 345.4 325.4 -20.0 -5 .0  1.2 1.2 - , - 346.6 326.6 -20.0 -5.8 

2. Pas ivo  Ex te rno /Ex te rna l  L i a b i l i t i e s  424.6 514.7 90.1 21.2 18.6 18.6 . - -  . 443.2 533.3 90.1 20.3 57.7 57.7 - . - 500.9 591 .O 90.1 18.0 

11. A c t i v o s  I n t e r n o s  Netos/Net In te rna1 Assets 790.1 1 1 5 6 . 4  366.3 46.4 1 5 8 9 . 4  2 0 1 5 . 3  425.9 26.8 2 0 9 6 . 2  2 7 3 9 . 8  6 4 3 . 6 -  30.7 65.2 68.5 3.3 5.1 2 1 6 1 . 4 2 8 0 8 . 3  646.9 29.8 

1. A c t i v i d a d  C r e d i t i c i a / C r e d i t  A c t i v i t y  942.6 1 3D8.9 366.3 38.9 1 424.6 1 698.9 277.3 19.5 2 364.2 3 007.8 643.6 27.2 80.5 83.3 3.3 5 . l  3 09i.6 646.9 2 6 ' 5  
1.1 A l  Sector Púb. N e t o / M e t t o  P u b l i c  Sec to r  730.5 1 0 5 9 . 3  328.8 45.0 71.9 156.2 84.3 117.2 802.4 1 2 1 5 . 5  413.1 51.5 1.9 l . 9  -.- - . - 804.3 1 2 1 7 . 4  413.1 51.4 

1.1.1 A l  Gob ie rno  C e n t r a l / T o  Cent ra l  Governnrnt 757.7 1 084.5 326.8 43.1 81.3 165.6 84.3 103.7 839.0 1 250.1 411 . l  49.0 1.9 1.9 - . - 840.9 1 2 5 2 . 0  411.1 48.9 

1.1.2 A l  R e s t o S e c t o r  PÚb./ToRemoiningPub. Sec. -27.2 -25.2 2.0 -7.4 -9.4 -9 .4  -.- -36.6 -34.6 2.0 -5 .5  - - - - - - . . - -36.6 -34.b 2 . U  -5.5 

1.2 A1 Sec to r  Pr ivado/To  P r i v a t e  Sector - - - -  - -  . 1 4 3 7 . 0  1 6 3 7 . 9  200.9 14.0 1 4 3 7 . 0  1 6 3 7 . 9  200.9 14.0 203:4 23613 3219 16.2 1 640.4 1 874 2 233.8 14.3 
1.3 A l o s  Bancoí/To Banks 150.0 166.7 6 7  l .  -150.0 -166.7 -16.7 11.1 - - - - - - - - - -  - -  - -  - -  - -  - -  - - 
1.4 A l a s  F inanc ie ras /Ta  F inanc ing  Cmpan ies  62.1 82.9 20.8 33.5 62.7 l .  8 . 8  14.0 12418 ,5414 2316 23:7 -12418 -154:4 -29:6 -:- -:- -:- . - 

2. Encaje/Reserves 

3. Ot ros  A c t i v o s  Netos/Other Net Assets 

111. Creac ión  de L lqu idez /Genera t ion  o f  L i q u i d i t y  
E x i s t e n c i a  de L i q u i d e z / S t o c k  of L i q u i d i t y  

IV. Dinero Pr imar io /Pr imary  Fundr 

l. Numerar io en Circul .c ión/Currcncy i n  C i r c u l a t i o n  
2. Encaje/Reserver 

2.1 Bancario/Banking 
2.2 F i n a n c i e r o / F i n a n c i a l  

V. Medio C i rcu lan te /Cur rency  Resourcer 

1. Numerar io en C i rcu lac ión /Cur rency  i n  C i r c u l a t  ion 
2. Depósitos Monetar ios /Hanetary  Depos i ts  

V I  l .  Medios de Pago/Meanr o f  Payment 

BEST AVAlLABLE COPY 
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INüICE DE -10s AL CDNSUMIDOR, CEGUN RüBW) Y GRUPO, ARE% ORBANA, REPUBLICA/lNDEX OF CONSlJMERC PRlCES 
BY ITEN AND C;ROUPI - URBRN ARE%, AND REPUBLlC 

AL MES DE JUNIO DE 1982110 JUNE 1982 

( m e r o - d i c i d r e  d e  1975=100 .O) / (January/bcaixr  1975=100 .O) 

-. . -- - 
1 9 8 1  1 9 8 2  Varia. Porcentuales/Percentage Var ia t ion  

Promedio Promedio C/Mism C/Dic. Con De l o s  
Mencual Mensaal Mes Año Mío Mes Prome- 

R h r o  y Grupo/ltem and Group - a Junio/ a Junio/  Anter ior  Ante. Ant./ d ios /  
Ponde- Monthly Monthly W / S a m e  W / C e c .  W i t h  k ~ e r a g e s  
ración/  Junio/  Dic./ A ~ e r a g e  Mayo/ Junio/ Average Month Prior  P r i o r  

-- Weighting June Dec. as o £  JUne May June a s  o f  June P r i o r  Yr Year Mmth 

Carnes y preparados d e  carne/Meat and 
prepared meat 9.8 
Cereales  y s u s  productos/cereals  and its 
prcducts  11.2 
me-?os/eggs 2.8 
' ~ h e y s u s p r o d u c t o s / m i l k a n d i t s p r o d U c t s  5.0 
nibérculoc y l e g u m i n o s a s / ~ b e r c l e  6 
l ~ m i n o u s  2.5 
Verduras/vegatables 2.9 
F r u t a s  f rescas / f resh  f r u i t s  2.6 
~ z ú c a r ,  s a l  y mndimentos/sugar ,sal t  6 
season ing 2.0 
c a f é ,  té y o t ros /m£fee ,  t e a  and o ther  2.3 
Ot ros  productos/other pr oduc t s  2.7 
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.- - 
1 9 8 1  1 9 8 2  Var ia. Porcentuales/Percentage Var iat ion 

h-cmedio Promdio C h i m  C/Dic. Con De los 
Mensual Wncual W s  APio APio Mes Prome- 

Rubro y Grupo/Item and Group a Junio/ a >mio/ Anterior Ante. Ant./ dios/ 
Ponde- Monthly Monthly W / S a m e  W/Dec. With Averages 
ración/ Junio/ Dic./ Average Mayo/ >mio/ twerage Month Prior Prior 

pL - Wei*ting Z m e  Dec. as of June May June as of >me Prior Yr Year Month 

Vivienda, Conbustible y servicios/Housinq, 
fue1 and ser-rices (8) 12.8 222.4 236.8 215.5 231.4 231.4 227.0 4.0 - 2.3 0 .O 5.3 
Alquiler de vi-rienda/housing rent 7.2 223.7 236.7 219.2 235.0 235.0 234.9 5.1 - 0.7 0.0 7.2 
CombUstible/fuel 2.8 227.2 232.6 222.7 230.2 230.2 219.0 1.3 - 1.0 0.0 - 1.7 
Cer~ricios/Services 2.8 197.3 223.8 183.7 202.9 202.9 203.2 2.8 - 9.3 0.0 10.6 

Vestuario y calzado/Clothing 6 footwear (28) 12.6 219.9 228.1 211.5 228.6 228.6 216.5 4.0 0.2 0.0 2.4 

Ves tido de h d r e  y de n iíio/Men ' S and boys ' 
clothing 4.7 209.4 224.0 202.1 217.7 217.7 215.5 4.0 - 2.8 0.0 6.6 
Vestido de mujer y de niíia/wmnas and girl's 
clothing 5.1 184.4 184.7 175.7 169.7 169.7 149.6 - 8.0 8.1 0.0 - 14.9 
Vestido de Niiio Menor de 2 Anos/Clothing for 
children .mder 2 years 0.2 216.6 211.3 211.5 193.8 193.8 192.3 - 10.5 - 8.3 0.0 - 9.1 
Cal zado/footwear 2.6 303.4 316.8 293.2 358.5 358.5 343.4 18.2 13.2 0.0 17.1 

Bienes para el hogar/household frirnishings (18) 4.7 142.1 147.1 140.5 142.6 142.6 142.6 0.4 - 3.1 0.0 1.5 

wxtiles para el hogar/textiles for the home 0.8 200.4 225.1 196.0 241.3 241.3 242.7 20.4 7.2 0.0 23.8 
~uebles/furniture 0.9 136.8 137.7 136.3 103.0 103.0 123.3 - 24.7 - 25.2 0.0 - 9.5 
Equipo de cocina/kitchen ecyuipnent 1.0 146.5 148.9 139.8 150.2 150.2 153.6 2.5 O -9 0.0 9.9 
Aparatos ~léctr icos/electr ical appl iances 1.8 116.5 114.7 115.9 112.5 112.5 103.1 - 3.4 - 1.9 0.0 - 11.0 
W u i p  de limpieza/cleaning equipnent 0.2 160.4 158.9 158.5 146.5 146.5 145.9 - 8.7 - 7.8 0.0 - 7.9 
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1 9 8 1  1 9 8 2  Varia. Porcent~ales/Percentaqe Variation 
Pranedio Promedio C h i s r o  C/Dic. Con De los 
Mens~al Mensual Mes ARO ARO Mes Prome- 

~ibro y Grupo/Item and Group a Junio/ a Junio/ Anterior Ante. Ant./ dios/ 
Ponde- Monthly Monthly W/Same W/Dec. With K~erages 
ración/ Junio/ Dic./ Average Mayo/ Junio/ Average Month Prior Prior 
Weighting June Dec. as o£ June May Jane as o£ June Prior Yr Year Month 

Gastos de !l"ransporte/transport expenses (8) 5.2 150.2 157.2 151.9 191.6 191.6 167.3 27.6 21.9 0.0 10.1 

Transporte Pr i-mdo/Pr kate Ransportation 1.8 222.0 219.8 221.8 208.4 208.4 213.8 - 6.1 - 5.2 0.0 - 3.6 
Transporte colectivo/P~bl ic Ranspor tation 3.4 125.4 125.2 119.0 184.4 184.4 144.2 47.0 47.3 0.0 21.2 

Gastos di~~ercos/rniscelianeo.~s expenditures 
(32) 20.9 182.6 184.1 180.3 189.4 189.4 188.6 3.7 2.9 0.0 4.6 

C~idados de la saludhealth sersrices 
Aseo personal./personal hygiene 
~ducación y C~ltura/education and culture 
&creaciÓn/recreation 
Artíc~los de 1 impieza/cleaning articles 
Tabaco/tabacco 
Bebidas para servirse en casa/drinks to be 
serq~ed at h a w  
Otros gastos/Other expenses 

~irección General de Estadistica/SoüKZ: ~irección General de Estadística 
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APPENDlX B 

Foreisn Exchanse Financial Transactions 

1. lnstitutions 

There are four types of institutions that play a role in 
foreign exchange transactions: The Central Bank, four government 
commercial banks, eleven private banks and two finance companies 
("financieras") . 
2. lmpor ting Procedures 

Step 1: 

The importer obtains a pro-forma invoice from his 
supplier or obtains the necessary information concerning the 
commodities to be imported by telex or telephone. 

Step 2: 

The importer prepares (in quadrupl icate) a form entitled 
"Registro de lmpor taciones" (Registration of Confirmed lmpor t 
Order), locally known as Form DC-32. This form includes the 
importer's patent number, the economic sector which corresponds to 
his activity, the name of the supplier, the NAUCAY code, 
information from the customs agent or legal representative, 
quantity/description/country of origin and value of commodities to 
be imported, the approximate shipping date, and the form, timing 
and amounts of payments to be made. 

The importer submits form DC-32 to his commercial bank 
(who acts as an intermediary between the importer and the Central 
Bank). The commercial bank returns a copy of the DC-32 to the 
importer for use as an identifying document for succeeding steps. 
The commercial bank then forwards the originals of form DC-32 to 
the Central Bank for two purposes: 

a) For electronic classification of import request (for 
statistical purposes) and 

b) To issue a document known as "Registration of 
lmpor ts and Authorization to Withdraw Commodities". The importer 
may then withdraw the latter document from the commercial bank 

Nomenclatura Arancelar ia Uniforme Centroamer .icana. - 
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i d e n t i f y i n g  himself  w i t h  a copy of t h e  DC-32.  T h i s  s t e p  t a k e s  
approximately 3 t o  5 days.  Up t o  t h i s  p o i n t ,  t h e r e  is no 
commitment, e i t h e r  e x p l i c i t  o r  i m p l i c i t ,  t h a t  t h e  f o r e i g n  exchange 
w i l l  be gran ted  t o  t h e  importer .  

Step: 4: 

C u r r e n t l y ,  two procedures a r e  most commoly used by ' 

impor te rs  t o  o b t a i n  a u t h o r i z a t i o n  of Foreign Exchange by t h e  
Cen t r a l  Bank: commercial bank l e t t e r s  of c r e d i t ,  and Q u e t z a l  
d e p o s i t s  i n  a commercial bank by t h e  importer .  An importer  may use  
e i t h e r  of t h e s e  two procedures  i n  o rder  t o  o b t a i n  a b i l l  of l ad ing  
from t h e  s u p p l i e r ,  and u l t i m a t e l y  withdraw shipped commodities from 
Guatemalan customs. 

Under t h e  f i r s t  procedure ,  l e t t e r s  of c r e d i t  a r e  approved 
by t h e  c e n t r a l  bank before  shipment of commodities. The importer  
r e q u e s t s  c e n t r a l  bank a u t h o r i z a t i o n  for  h i s  commercial bank t o  open 
a l e t t e r  o f  c r e d i t .  He then suppor t s  h i s  r e q u e s t  w i t h  t h e  
fol lowing documents: Form DC-32-A, a pro-forma invo ice ,  and a 
signed agreement t o  evidence t h e  phys ica l  impor ta t ion  o f  
commodities w i t h i n  a per iod of 30 t o  360 days.  I n  a u t h o r i z i n g  t h e  
r eques t  for  a l e t t e r  of c r e d i t ,  t h e  c e n t r a l  bank a t  t h e  same t ime 
a u t h o r i z e s  t h e  necessary  fo re ign  exchange. 

Once t h e  opening of  t h e  l e t t e r  of c r e d i t  by t h e  
commercial bank is approved by t h e  c e n t r a l  bank, t h e  s u p p l i e r  is  
n o t i f i e d  and forwards t h e  b i l l  of l ad ing  t o  t h e  importer and s h i p s  
t h e  commodities. Upon a r r i v a l ,  t h e  importer  withdraws t h e  
commodities from customs i n  accordance w i t h  t h e  procedures  o u t l i n e d  
below i n  s t e p  5. F i n a l l y ,  a s  descr ibed  i n  s t e p  6, t h e  importer  
evidences  t h e  completed impor t a t i o n  before  t h e  c e n t r a l  bank by 
submi t t ing  t h e  followinq: a commercial i nvo ice ,  a b i l l  o f  
importa t ion prepared by the  customs agent  and c l e a r e d  by t h e  
r e s p e c t i v e  customs house, a photocopy of t h e  o r i g i n a l  b i l l  of 
l ad ing ,  voucher for  payment of commodity import t a x  (form 1 4 4 ) ,  and 
a copy of form DC-32 ( ' 'contrasefla")?/ .  

Under t h e  second procedure,  t h e  importer  d e p o s i t s  i n  h i s  
commercial bank an amount of Q u e t z a l e s  e q u i v a l e n t  t o  t h e  f o r e i g n  
exchange va lue  of commodities t o  be imported. Af te r  being informed 
of such d e p o s i t ,  t h e  s u p p l i e r  forwards t h e  b i l l  of l a d i n g  t o  t h e  
importer and s h i p s  t h e  commodities. 

With t h i s  b i l l  of b i l l  and o the r  documents s p e c i f i e d  i n  
s t e p  5 ,  t h e  importer  then withdraws t h e  commodities. I t  is  then up 
t o  t h e  commercial bank t o  o b t a i n  f o r e i g n  exchange a u t h o r i z a t i o n  i n  

2/ See copy of  DC-32 a t t ached .  



Appendix B - Page 3 o f 5  

a c c o r d a n c e  w i t h  t h e  p r o c e d u r e  i n  s t e p  6 .  I t  is u n u s u a l  t h a t  t h e  
i m p o r t e r  n o r m a l l y  w i l l  h a v e  r e c e i v e d  t h e  b i l l  o f  l a d i n g  and  
p h y s i c a l l y  t a k e n  p o s s e s s i o n  o f  t h e  commodi t i e s  b e f o r e  t h e  f o r e i g n  
exchange  f o r  t h e i r  p u r c h a s e  is o f f i c i a l l y  a u t h o r i z e d .  Due t o  t h e  
e l e m e n t  o f  t r u s t  i n v o l v e d ,  t h i s  p r o c e d u r e s  is most  commonly 
employed between i m p o r t e r s  and  s u p p l i e r s  who have  had a  
l o n g - s t a n d i n g  commerc i a l  r e e l a t i o n s h i p .  

S t e p  5: 

The i m p o r t e r  ( t h r o u g h  h i s  cus toms  a g e n t )  w i t h d r a w s  
m e r c h a n d i s e  from c u s t o m s  by s u b m i t t i n g  t h e  f o l l o w i n g :  o r i g i n a l  o f  
t h e  s h i p p i n g  documen t s ,  r e g i s t r a t i o n  o f  impor t a t i o n  and  
a u t h o r i z a t i o n  t o  w i t h d r a w  commodi t i e s ,  h i l l  o f  impor t a t i o n  
( p r o v i d e d  by t h e  r e s p e c t i v e  cus tomS)  and  t h e  i m p o r t  t a x  v o u c h e r ,  

The cus toms  a g e n t  t h e n  p a y s  cus toms  d u t i e s  on  i m p o r t s  i n  t h e  
a g e n c i e s  o f  t h e  C e n t r a l  Bank l o c a t e d  i n  t h e  v a r i o u s  c u s t o m  h o u s e s  
o f  t h e  c o u n t r y ,  T h i s  s t e p  t a k e s  a r o u n d  5  work ing  d a y s .  Exempt ions  
t o  d u t i e s  e x i s t  s u c h  a s  f i n a n c i a l  i n c e n t i v e s  t o  i n d u s t r i a l  
p r o d u c t i o n ,  f o r  which t h e  i m p o r t e r  h a s  t o  o b t a i n  a  w r i t t e n  
a u t h o r i z a t i o n  o f  exempt ion  from t h e  M i n i s t r y  o f  Economy. The 
a u t h o r i z a t i o n  t a k e s  5 a d d i t i o n a l  work ing  d a y s .  N e v e r t h e l e s s ,  t h e  
C e n t r a l  Bank w i l l  a c c e p t  a n  i d e n t i f y i n g  document  ( " c o n t r a s e R a H )  
t h a t  t h e  f i s c a l  exempt ion  is i n  p r o c e s s  s o  t h a t  t h e  f o r e i g n  
exchange  a u t h o r i z a t i o n  is n o t  d e l a y e d ,  

S t e p  6: 

 his s t e p  is  r e l a t e d  t o  f o r e i g n  e x c h a n g e  a u t h o r i z a t i o n .  
Due t o  F o r e i g n  Exchange C o n t r o l  e s t a b l i s h e d  s i n c e  A p r i l  2 8 ,  1980 ,  
o n l y  t h e  C e n t r a l  Bank c a n  a u t h o r i z e  t h e  f o r e i g n  e x c h a n g e  t o  i m p o r t  
commodi t ies .  I n  o r d e r  t o  o b t a i n  s u c h  a u t h o r i z a t i o n  f o r  f o r e i g n  
exchange  commodity i m p o r t s ,  t h e  i m p o r t e r  h a s  t o  s u b m i t  t o  t h e  
C e n t r a l  Bank t h e  f o l l o w i n g  documents:  copy  o r  pho tocopy  o f  t h e  
o r i g i n a l  s h i p p i n g  documen t s ,  b i l l  o f  impor t a t i o n  p r e p a r e d  by t h e  
c u s t o m s  a g e n t  and c l e a r e d  by t h e  r e s p e c t i v e  c u s t o m s ,  commerc i a l  
i n v o i c e ,  vouche r  o f  payment o f  c o m m o d i t i e s ,  i m p o r t y  d u t y  ( fo rm 1 4 4 )  
o r  a u t h o r i z a t i o n  o f  exempt ion  o f  d u t i e s  and c o p y  o f  t h e  DC-32 
( " c o n t r a s e h a " ) .  The C e n t r a l  Bank, d u e  t o  t h e  f o r e i g n  exchange  
s h o r t a g e  and t h e  u n s a t i s f i e d  demand, h a s  p r e p a r e d  a  c o m p u t a r i z e d  
program i n c l u d i n g  s e v e r a l  v a r i a b l e s  ( e . g .  a v a i l a b i l i t y  o f  f o r e i g n  
exchange ,  e x t e r n a l  p u b l i c  d e b t  s e r v i c e ,  c r u d e  o i l  p u r c h a s e ,  b a s i c  
a g r i c u l t u r a l  and  i n d u s t r i a l  i n p u t s ,  e tc . )  which a r e  e v a l u a t e d  
b e f o r e  g r a n t i n g  f o r e i g n  exchange  t o  t h e  i m p o r t e r s .  

On O c t o b e r  4 ,  1982 ,  t h e  C e n t r a l  Bank p u b l i s h e d  i n  l o c a l  
newspapers  a  l i s t  o f  t h e  DC-32 numbers and  t h e  NAUCA c o d e s  o f  t h e  
i m p o r t e r s  who had been  a u t h o r  i z e d  f o r e i g n  e x c h a n g e .  The s t a t e d  
p u r p o s e s  o f  t h e  newspaper  p u b l i c a t i o n s  a r e  t h e  f o l l o w i n g :  t o  
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v a r i o u s  s t a t e  e n t e r p r i s e s  must o b t a i n  i n s u r a n c e  on  impor t s  from t h e  
"Cr4d i to  H i p o t e c a r i o  N a c i o n a l n  which is a government bank. 
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34(2) - NOSPROJECT ASSISTANCE CHECYL IST 

- the c r l t e r l a  I i s t e d  I n  Pa r t  A a r e  appl  l c a b l e  g e n e r a l l y  t o  FAA funds. and should be used 
f r r e s p e c t l v e  o f  the  program's fund ing source. I n  P a r t  B a d i s t i n c t i o n  i s  cadc between t h e  
c r i t e r i a  a p p l i c a b l e  t o  S e c u r l t y  Supporting Assistance and t h e  c r i t e r i a  a p p l i c a b l e  t o  D e v e l c ~ e n r  
Atsfstance. S e l e c t i o n  of t h e  app rop r ia te  c r l t e r l a  w l l l  depend on t h e  fund ing  source f o r  t h e  brcjrL:- 

CROSS-REFERENCES: I S  COUNTRY CHECKLIST UP TO DATE? IDMI'IFY. HAS STANDARD XTW CHECKLIST SEES 
REVIEWED? . . 

A. GENERAL CRITERIA FOR NONPROJECT ASSISTANCE 

1. App. Unnumbered; FAA Sec 653(b) 
' S  

(a) Descr ibe how Comnl t t e e s  on Approprla- Discussions will be held with 
t l o n s  o f  Senate and House have been o r  appropriate congressional 
~ f \ l b ~ n ~ t i f ! e d ~ ~ n ~ e r n f n g t h e n ~ n p ~ j e ~ t  committees prior toauthdrization 
assistance; of funds. 

(b) I s  ass i s tance  w i t h i n  (Operat ional  . . 
Year Budget) c o u n t r y  o r  i n t e r n a t i o n a l  - - 
o r g a n i z a t i o n  a l l o c a t i o n  repo r ted  t o  t h e  
Congress ( o r  n o t  more than $1 m i l l  i o n  
ove r  t h a t  f i g u r e  p l u s  10%)? 

2. FAA Sec. 611Ja)(2). I f  f u r t h e r  l e g i s -  I I .  N.A. 
' l a t l ve  a c t l o n  i s  requ i red  w i t h i n  recipient I 

count ry ,  what i s  b a s i s  f o r  reasonable I ,  , . 
e xpec ta t i on  t h a t  such a c t i o n  w i l l  be 
c o m p l e t e  i n  t i m e  t o  pe rm i t  o r d e r l y  ! i 

accanpl I shment of purpose of t h e  
ass is tance? 1 1  *' 

3. FAA Sec. 209, 619. I s  ass is tance more 1 No' 
e f f i c i e n t l y  and e f f e c t i v e l y  g iven through 
r e g i o n a l  o r  mu1 t l  l a t e r a l  o rgan iza t i ons?  
If so why i s  ass is tance n o t  so g iven? 
I n f o n a t l o n  and conc lus ion whether a s s i s t -  
ance w l l l  encourage reg iona l  development 
programs. I f  assistance i s  f o r  newly 
independent count ry ,  i s  i t  furnished 
through m u l t i l a t e r a l  o rgan iza t i ons  o r  i n  
accordance w i t h  mu1 t i  l a t e r a l  p lans t o  
the maximum e x t e n t  app rop r ia te?  

4. FAA Sec. 601 a ; (and Ser. 201(f)  f o r  . In format ion and 
W i l l  encourage development and 

conc lus ions wriether ass is tznce w i l l  
use of cooperatives, foster 

encourage e f f o r t s  of t he  coun t ry  to :  private initiative and competition 
' (a) increase the  f l o w  of i n t e r n a t i o n a l  through Private Voluntary 

t rade;  (b )  f o s t e r  p r i v a t e  i n i t i a t i v e  Organ i zat ions ( P V O S ) ' .  
and compett t i o n ;  ( c )  encourage develop- 
ment and use o f  cooperat ives.  c r e d i t  
unions. and savinqs 2nd l oan  assoc ia t ions;  

I d)  d iscourdqe n ~ n o ~ o l  i s  t i c  p r5c t i ces ;  
e) Improve t e c h n i c a l  c f f t c t c n c y  o f  

I ndus t r y ,  a g r i c u l t u r e .  and conrerce; and 
(f) st rengthen f r e e  l abo r  unions. - . 
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A. b 
! 

5. FAA Sec. 601 b . Infonnat lon and con- A c o n d i t i o n  a t  the p r o j e c t  
~ d a s s l s t a n c e  w i l l  cncouraqe requ i res  tha t  the GOG prov ide 
U.S. p r i v a t e  t rade  and investment abroad resources f o r  the impo'rta t ion 
rnd encourage p r i v a t e  U.S. p a r t i c i p a t i o n  
i n  f o r e l g n  assistance programs ( i nc l ud i ng  from the Uni ted States $10.9 
use o f  p r i v a t e  t rade  channels and the  rn i l l i . on  worth a t  U.S. source 
serv ices o f  U.S. p r l v a t e  enteror ise) .  and o r i g i n ,  raw ma te r i a l s ,  

in termedia te  goods and spare 
6 FAA Sec. 612(b); Sec 636(h). Describe p a r t s  f o r  the  p roduc t i ve  sector .  steps taken t o  assure tha t .  to-'the 

m l m u m  ex ten t  poss ib le ,  the country  i s  
c o n t r i b u t i n g  l o c a l  currenc ies- to  meet - 
the c o s t  o f  con t rac tua l  and other  services. N:A. 
and f o r e i g n  currenc ies owned by t ho  United 
States a re  u t i l i z e d  t o  'meet t h e  cos t  o f  
con t rac tua l  and other'. services. . . 

7. FAA Sec.  612td). Does t he  Unl ted States . 
own excess f o re i gn  currency and. if so, No. 
what arrangements have been made f o r  i t s  
re lease? * D 

. - I: FUNDING CRITERIA FOR NONPROJECT ASSISTANCE , 
. . 

1. Nonpmject  C r l t e r l a  f o r  Secur l t y  
. i 

3uppor t inq  Assistance . . 
I I . . 

. 8 .  F A 4  Sec. 531. How w i l l  t h i s  a s s i s t a ~  1;: Assistance w i l l :  . 

support promote economic o r  p o l i t i c a l  ; - support  e f f o r t s  . o f  GOG cope w i t h  
s t a b i l i t y ?  I s  the  country  among t he  12 I 
coun t r ies  i n  which Support ing Assistance c u r r e n t  economic ,problems. 

my be provided i n  t h i s  f i s c a l  year? ' - Proved immediate balance o f  pay- ' * m n t s s u p p o r t .  
2. h n p m j e c t  C r i t e r i a  f o r  Development 1 I Encourage cont inued progress 

f issistance 
1 ,  i n  (1) the respect o f  human 

8.  FAA Sec. 102(c); Sec. 111: Sec. 281a. , .  r i g h t s ,  (2) the p lann ing and 

Extent  t o  wnich a c t i v i t y  w i l l  ( I  j ef fec-  . implementation of development 
t i v e l y  invo lve  t he  poor i n  development, by programs f o r  d i sadvan t 5 g d  groups 
extending access t o  economy a t  l o ca l  level; 
increasing 1 abor- in tens ive production, I and, (3 )  t he  reform and 
spreading Investment ou t  from c i t i e s  t o  : adjustment o f  i t s  economic 
small towns and r u r a l  areas; and ( 2 )  he lp  p o l i c i e s  t o  adapt t o  the 
develop cooperat ives, a s s i s t  r u r a l  and changed,economic environment 
urban poor t o  he lp  themselves toward 
b e t t e r  l i f e ,  and otherwise encourage and t o  support socio-economic 
democrat l c  p r i v a t e  and 1 oca l  governinent development e f f o r t s  
I n s t i t u t i o n s ?  

b: FAA Sec. 103, 103A, 104, 105. 106, 2. I.I.A. 
107. I s  assistance be ing  made avai lab le :  -- 
m c l u d e  on1 y appl i cab l  e paragraph -- 
c.4.. a, b, etc.  -- which corresponds .. .. . , 

t o  sources o f  funds used. I f  more than 
one fund source i s  used f o r  assistance, 
Inc lude re levan t  paragraph f o r  each fund 

. . source.] 

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

I 

. . . . *  . ;- 
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92b 

4 1 )  [lo31 f o r  agriculture, rural  develop- 
ment o r  nu t r l t l on ;  I f  so,  extent t o  
which a c t l v l t y  i s  spec i f ica l ly  designed 
t o  increase productivity and income of 
rural  poor; [lG3A] i f  f o r  agricul tural  
research, I s  f u l l  account taken of 
needs of small fanners; 

(2) 11041 f o r  population plannlng o r  
health; I f  so,  extent t o  which a c t l v l t y  
extends low-cost , Integrated del lvery 
systems t o  provide health and famlly 
planning serv ices ,  especlal ly  t o  rural 

. areas  and poor; extent t o  which a s s l s t -  
ance gives a t t en t l on  t o  in te r re la t lon-  
sh ip  between ( A )  population growth and 
(B) developnent and overall  improvement 
In l i v lng  standards In developing 
countries.  I s  a c t i v i t y  designed t o  
build motivation fo r  small famllies i n  
programs such a s  education In and out 
of school, maternal and chi ld health 
services ,  agricul  tu re  productlon, 
rural  development, and ass i s tance  t o  
urban poor? I .  

I 

(3) [I051 f o r  education, public admlnlstra- 
1 .  

. t l on ,  o r  human resources developnent; ; 
- I f  so,  ex ten t  t o  whlch a c t i v i t y  

strengthens nonformal education, makes I 

fonnal education more re1 evant, . . 
espec ia l ly  f o r  rural  famil ies  and , 

,urban poor, o r  strengthens management 
.capabi l i ty  of I n s t l  tu t lons  enabl ing 
t h e  poor t o  pa r t i c ipa t e  in  development; 

: (4) [I061 f o r  technical assis tance,  energy, 
research, reconstruct ion,  and selected 
developnent problems; if so, extent 
a c t i v i t y  I s :  

(a)  to he1 p a1 l ev i a t e  energy problem; 

(b) reconstruction a f t e r  natural o r  
manmade d i s a s t e r ;  

( c )  f o r  special  development problem, 
.and t o  enable proper u t i l  izat ion of 
ear l  i c r  U.S. In f ras t ruc ture ,  etc., 

, ass1 stance; 

( d )  f o r  programs of urban development;' 
especial ly  small labor-intensive 
en t e rp r i s e s ,  rarket ing sys:ccs, and 
f inancial  or other institutions to  
help urban poor par t ic ipa te  in 
econanic and soclal development. -. 

(5) [I071 by grants  f o r  coordinated pri-  
vate  effor: t o  develop 2nd d i s s m i n a t e  - 

1ntennedfa:e technoloqics appropriate . 
. 8 -  . 

f o r  developing countries.  
. . .-. . . 
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c. FAA Sec. 207; Sec. 113. Extent t o  
which assistance r e f  1 ects  apprspr ia te  . .  . 
emphasis on: (1 ) encouraging development 
o f  democratic. economic. p o l i t i c a l .  and 
soc la l  I n s t i t u t i o n s ;  ( 2 )  se l f -he lp  i n  
meetlng the  country 's food needs; (3 )  
Improving a v a l l 2 b i l  i t y  of  t ra ined  
worker-power i n  the country; ( 4 )  programs 
dcslgned t o  meet the country 's  hea l t h  
needs; (5) o ther  important areas o f  
economic. pol i t i c a l .  and soc ia l  -develop- 
w n t .  Inc lud ing  indust ry ;  f ree labor  
unlons. cooperatives, and Voluntary 
Agencles; t ranspor ta t ion  and comnunicatlon; 
p lcnnlng and pub1 l c  admin is t ra t ion;  urban 
development, and modernization o f  e x i s t l n g  
laws; o r  (6 )  i n t eg ra t i ng  women i n t o  t he  
r t c l p l e n t  country 's  na t iona l  economy. 

1 * 

r ~ a - s .  1 e 1 0  no. 

4:6 

d. FAA Sec. 281 b . Describe extent  t o  
uh lc  d program recognizes the  p a r t i c u l a r  

AID nArroeoog 4, Aop 3A 

needs.. deslres , and capac i t i es  o f  the  
people o f  t he  country; u t i l  l zes  t he  
country 's  i n t e l l  ectual  resources t o  
encourage i n s t i t u t i o n a l  development; and 
supports c l v l c  education and t r a i n i n g  I n  
s k , ~ l l s  requl red fo r  e f f e c t i v e  pa r t i c i pa -  
t l o n  I n  governmental and pol  i t i c a l  
p  cesses essent ia l  t o  self-government. 
Ti 

e.J F M  Sec. 201 (b)(2)-(4) and -(a); ' 

S . 201(e); Sec. 211(a)( l ) - (3)  and -(81. 
Does the a c t i v i t y  g ive  reasonable promise 

but ing t o - t h e  development' o f  
resources. o r  t o  the increase o f  

t o  and cons is tent  

range object ives? 

Y i 
f. ,AA Sec.  201(b)(6); Sec. 211 (a ) (SL  
fi In format ion and conclusion on 
poss ib le  e f fec ts  o f  the  assistance on U.S. . . &  

*, 
economy, w i t h  special  reference t o  areas 
o f  substant ia l  l abor  surplus. and extent  
t o  which U.S. comod i t i e s  and assistance . . 

. a re  furn ished I n  a manner cons is tent  w i t h  
Improving o r  safeguarding the  U.S. 

. - - 
balance-of -payments pos i t i on .  

3. Nonproject C r l  t e r i a  fo r  Development 
Assistance (Loans o n l y 1  

a. FAASec. 201(b)( l ) .  In fonnat ionand 
conc1uslon on a v a i l a b i l i t y  o f  f inanc inq 
fran other  free-world sources. inc lud ing  
p r l v a t e  sources w i t h i n  the  United States. 

N.A. 



. b. FAA Sec. 201 (b) (2) ; 201 ( d r .  
Infomation and conclusion on (1 )  capac- 

In&*%. V f  w 0  YO. 

l t y  of the country to  repdy the ioan, 
Including reasonableness o f  repayment 
prospects,  and ( 2 )  reasc.lableness and 
l ega l i t y  (under laws of country and 
United 2 t a t e s )  of lendjng and relending 
terns of t h e  loan. -. ---. 

~r I ( C ~ I , . L  U A T L  

b u n t  of the loan exceeds $100;000, has 
country submitted t o  A I D  an appl ication 
f o r  such funds ' together  with assurances 
to Indicate  t h a t  funds will  be used In an 
e c o m l c a l  l y  and technical 1 y sound manner? 

d. FAA Sec. 202 a ) .  Total amount of 
money d under oan whlch I s  going d i r ec t ly  
t o  private  en terpr i se ,  I s  going t o  
lntennedlate c r e d i t  Ins t i tu t ions  o r  other  

. . bormwers f o r  use by private  cnterorise,  
I I s  being used t o  finance imports from 

prlvate  sources, o r  i s  o themise  belng 
used t o  flnance procurements from private  ) 

I I 

I . . .  .. ., 

4. Addltlonal Cr i te r ia  f o r  A l l  lance fo r  j '  N.A. 
Prugrcss 1. ,.I 
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I - 

I 

[Note: A1 l iance  f o r  Progress assls tance [ , . 
should add the  following two items to a I 

nonpruject check1 l s t . ]  . . i i 

- . I , ,  - 
Sover:cr 2 ,  1977 ;.-,-,-: - 

a. FAA Sec. 251!b)(1)-(8). Does ' I  ; I 
assis tance take into account principles I 

of the Act of Eogota and Charter of Punta 
del Este; and t o  what extent will  the 
a c t i v l t y  contr ibute t o  the economic o r  
po l l t i c a l  Integration of Latin America? 1 

\ b. FAASec. 251(b)(8); 251(h). For loans. 
has there  been taken into account the 

. <  e f f o r t  made by recipient  nation t o  repa- 
t r i a t e  capi tal  invested in other countries 
by t h e i r  own c i t i zens?  Is  loan consis tent  ' with the findings and reconmendations of 
the. Inter-American Cornittee f o r  the . * . A1 l lance for  Progress (now "CEPCI ES," the  
Pennanent Executive Cornittee of the OAS) 
i n  I t s  annual review of natjonal 
development ac t i v i  t i e s ?  
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