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Subject: Status of Agrarian Project in Guatemala 

I visited Guatemala last week, October 8-11, at the 

request of the CPD, Clemente Hernandez. Victor Klachuk joined us 

there for the week. The U.S. ROCAP Mission also extended the 

courtesy of making John Acree, the previous RDO on the subject 

project, accessible to us for questions and debriefing. 

The CPD, Mr. Klachuk, and I had a long, informative 

discussion on the problems and prospects of the subject project 

with Juan Alfaro. We also met, accompanied by Mr. Acree, with 

Gordon Straub, the Chief of the Rural Development Office i n the 

USAID. Clemente and I had a final review of project status with 

the USAID Director, Terry Miller, the Senior Program Officer of the 

Mission, Mr. Boyd, and Mr. Straub. 

The principal issue that was focused on throughout the 

visit was preserving for project use the second tranche of $400.000 

granted to CUSG-AIFLD in the 18 months extension of the project 

authorized this past May 31 by the USAID. (We received the first 

allotment of funds, $300.000, in August). 

The seriousness of our concern about USAID intentions on 

the $400,000 was indeed confirmed. USAID/Guatemala will have to 

absorb roughly a onejthird reduction in its economic assistance 

program for the next budget year. (Apparently, this is the third 

consecutive year of similar reductions.) And USAID staff are 

assiduously seeking out targets for cuts in its on-going projects 
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--adjustments up and down that will more rigorously reflect Mission 

program priorities in an increasingly austere funding environment. 

Under these circumstances, our $400,000, which is budgeted but not 

allocated, is at risk, or as one senior USAID Officer put it, "very 

much in jeopardy." 

As you know, there is no AID financial commitment to a 

recipient until an actual allotment of funds is made. I suspect 

that the USAID was on the verge, or had already made a tentative 

decision, to reprogram the $400,000. However, thru much 

conversation and argument -- and maybe some prestigitation -- we 

were able to put-off any decision by the USAID on the $400,000 

until the first quarter of next year after the USAID has received 

its country program allotment and we have had the opportunity to 

present (and defend) an adjusted project package to the Mission as 

to how we propose to use the second tranche. 

We made various arguments to make our case, including the 

truncation of the 18 months period we were supposed to have to 

bring about a relative measure of project self-sustainability, the 

progressive improvements that have been made in the project, 

particularly in the area of financial management, the cut-back in 

project personnel and the arbitrariness of any decision before the 

Institute and the CUSG have an opportunity to lay out a proposal. 

The USAID countered, inter alia, by expressing their 

concern with regard to the management of the project, especially 

with the departure of John Acree as the RDO. The USAID Director 

praised Acree for his work on the project and indicated that apart 

from the funding shortage, he simply would not approve the $400,000 

unless he was satisfied that AIFLD project management was going to 

be professionally competent and responsible. It was quite clear 

that the USAID has a rather low regard for the capabilities of the 

CUSG. 

Without going into more detail, it seems clear that we 

either reversed a soft decision at the staff level of the USAID to 

take the money away at some propitious moment; or short of that, we 
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managed to get the decision deferred and bought some time to put 

our best foot forward. 

Of equal consequence in this picture is that Alfaro wants 

to modify the components of the project, principally by eliminating 

the production credit and replacing it with an expanded 

commercialization program. This would involve using the funds set 

aside for short-term credit to finance the purchase or import of 

higher quality sesame seed and fertilizer which would be tendered 

to the project producers on a cash and carry basis. We would also 

use the released funds to expand the project to the CUSG "bases" in 

the highlands, concentrating on the development of other non

traditional exports, e.g. broccoli and perhaps other vegetables and 

flowers. If Alfaro's ideas prove feasible, the CUSG could generate 

considerable income as the intermediary in this commerce. Also 

attractive is the fact, or likelihood, that there would be a rather 

quick drawdown of project funds, allowing AIFLD disengage in tidy 

fashion from the project while declaring it a successful 

cooperative effort. 

With regard to investigating and putting together these 

changes in the project and preparing them for review by the USAID, 

Victor will return to Guatemala on TDY in November and I will join 

him for an approximate week. We plan on having a decent program 

document ready in January. This leads to the question of Victor's 

next assignment. It would seem clear that we should now use 

Victor's services extensively in Guatemala. It makes more sense to 

do this on a TDY basis, until a decision is made in January or 

February of next year on whether we will receive the $400,000. If 

we obtain the funding, Victor should go to Guatemala on a full-time 

basis for a year to 18 months to finish-up the agrarian project. 

Indeed, unless we assign a RDO to the project, the USAID will not 

approve the second tranche. If we do not get the $400,000, there 

are a number of alternatives which we can sort out early next year. 

cc: Holway, Friedman, Haddad, Estrada, Verdu, Donovan, Oulahan, 

Hernandez, EllisonjKlachuk 


