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Subject: Visit to Guatemala, March 19-23, 1991 

This three day visit was for the purpose of supporting 
AIFLD/Guatemala in discussions with USAID senior staff on the 
status of our proposal of an 18 months extension of the CUSG/AIFLD 
agricultural services project in the amount of $600 to 700 
thousand. We met principally with the USAID Deputy Director and 
the Chief of the Mission's Rural Development Office. Please find 
below a summary of the most significant points of these meetings as 
well as those with the AIFLD Country Program Director and Rural 
Development Officer. 

The termination date of our project (without the 
extension) is the end of next month, April 30. We had thought on 
the basis of previous liaison and documents that we were in good 
shape with respect to obtaining USAID approval of our proposal for 
the program extension. However this month, the USAID rather 
abruptly added further conditions to their approval. Without going 
into detail, the essence of the new demands included the 
development of an eighteen month project self-sustainability plan 
and the phase-out this year of the Jutiapa program, one of the 
three pilot activities of the project. Given the short time fuse 
of these demands, we appeared to be approaching a crisis situat io n 
on the project. 

In reality, the request of the USAID for a self
sustainability projection is a request for a project phase-out 
plan, particularly given the present structure and modest funding 
of the project. USAID officials made it abundantly clear there 
would be no more funds for the project after the 18 months. In 
light of the severe cut-backs in financial assistance levels which 
USAID/Guatemala has suffered at the hands of Washington the past 
two fiscal years, the decision to phase-out the project is readily 
understandable. What is questionable is the timing of the 
notification of this decision to our Office in Guatemala, in March 
the month before the present termination date. We should have been 
informed much earlier. We certainly would not have expanded the 
project last year to both the Highlands and the East if we had 
known that the most we could expect from the USAID was a modestl y 
financed 18 months extension. As the CPD noted, the USAID changed 



the "rules of the game" on us at the last minute. Notwithstanding 
this, the question is now how do we go about resolving our 
project's fate with the USAID. 

In this regard we reached an oral accord with the Mission 
which included the following elements: 

1) Submission of a cash flow study which will reflect a 
self-sustainabilityjphase-out strategy, showing 
progressive cut-backs in CUSG project staff as well as 
additional income generation. 

2) A compromise on the Jutiapa component of the project 
in which AIFLD/CUSG will eliminate project funding of the 
Regional Office by the end of 1991, but will continue to 
fund and manage the Jutiapa production credit program 
--which is doing extremely well-- out of the Central in 
Guatemala City. 

These two elements should ease without further major 
trouble the obtaining of the first tranche of $300,000 of the 18 
months extension before the deadline at the end of next month. 

I would also note that AIFLD/CUSG had already just 
previously agreed to raise interest rates on production credit, 
institute a dues structure for the CUSG affiliate members and 
charge a fee for services rendered on the project. In addition, 16 
positions were recently eliminated from, or transferred off, the 
CUSG project staff. 

The condition precedent for obtaining the second tranche 
of 300-400 thousand from the USAID towards the end of the year 
would be the submission of a further refined self-sustainability/ 
phase-out strategy with more specificity and concreteness. 

I would stress that achieving genuine self-sustainabi 1 i ty 
for this project within its present structure and funding over the 
next 18 months does not appear feasible. For example, the CUSG 
will not be able after phase-out to support from its own resources 
the service delivery systems as they now are for the project's 
three regional programs. Rather what we have to concentrate on, 
beyond receiving the full allotment of funds from the USAID, is the 
survival of the CUSG without the project subsidies after the 18 
months period. This is indeed what is being forward-planned 
through various means at the present time. Juan Francisco Alfaro 
is fully apprised of this situation and is participating in the 
development of the plans to keep the CUSG in a viable financial 
position while the project winds down and after its demise. 

cc: Holway, Friedman, Estrada, Donovan, Oulahan 
HernandezjAcree-Guatemala 


