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I. INTRODUCTION
1.1

As part of its 2016 work plan, the Office of Evaluation and Oversight (OVE) is
preparing the country program evaluation (CPE) for Guatemala covering the 20122016 period. This approach paper establishes the scope of the evaluation. This
CPE is OVE’s fourth evaluation of the program with Guatemala; the previous ones
covered the periods 1993-2003 (document RE-304-2), 2004-2007 (RE-352), and
2008-2011 (RE-404).

1.2

According to the Protocol for Country Program Evaluation (document RE-348-3),
the main goal of a CPE is “to provide information on Bank performance at the
country level that is credible and useful, and that enables the incorporation of
lessons and recommendations that can be used to improve the development
effectiveness of the Bank’s overall strategy and program of country assistance.”

1.3

In the context of the Merge-Out of the Bank’s private sector windows (the
Structured and Corporate Financing Department (SCF) and the Opportunities for
the Majority Sector (OMJ)) and the Inter-American Investment Corporation (IIC),
OVE has also received a mandate to evaluate the operations financed by the IIC.1

1.4

This evaluation looks at the IDB Group’s relationship with the country from an
independent perspective2 with special reference to the relevance and effectiveness
of the program, including both financial and nonfinancial products offered by the
Group during the period under review. Its special emphasis will be on the role of
the IDB Group and its future implications in a low-income country like Guatemala
facing significant economic, social, and institutional challenges.

II. GENERAL CONTEXT OF THE COUNTRY
2.1

Guatemala is the largest economy in Central America3 and has one of the
lowest levels of development in Latin America and the Caribbean (LAC). It is
also the most populated country in Central America (16 million inhabitants). The
population is multi-ethnic, and Guatemala has the second-largest indigenous
population in LAC after Bolivia (38,8%, ENCOVI 2014). Although the process of
urbanization has accelerated, half the population currently lives in rural areas.
Guatemala’s level of human development is low.4 Despite gains in the last decade,
per capita income (US$7,720 on a purchasing power parity basis) remains below
the LAC average (US$15,467) and is the third lowest in Central America (Figure 1,
Annex).

2.2

Guatemala has experienced moderate rates of growth over the last decade,
but these have been less volatile than in other economies in the region. Real
GDP grew at an annual average rate of 3.7% in 2005-2015, compared with 4.4%
growth in other countries of the Country Department Central America, Mexico,
Panama, and the Dominican Republic (CID) (Figure 2, Annex). The economy
flagged during the 2008-2009 international financial crisis, but recovered rapidly

1
2
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4

Resolution of the IIC Board of Governors (document CII/AG-2/15).
In this document, “IDB Group” refers to both the Inter-American Development Bank and the
Inter-American Investment Corporation.
Guatemala’s GDP was US$58.8 billion in 2014.
Guatemala ranks 128th on the Human Development Index (HDI), the second lowest in LAC.

driven by domestic demand, higher export prices, and the implementation of
countercyclical policies. Guatemala grew by 3.7% on average in the period 20122015, which was higher than the LAC average (1.8%) but lower than in other CID
countries (4.2%). Domestic consumption has been the main driver of growth
(Figure 3, Annex).5 Private consumption is the main contributor to growth (84% of
GDP), rising on average by 3.8% in the last decade and 4% in 2012-2015. This is
the result of an expansion in consumer credit (Figure 4, Annex) and growth in
remittances, which accounted for 10% of GDP in 2015 (Figure 5, Annex).
However, economic growth has been accompanied by low levels of job creation.6
2.3

The relative economic stability is mainly the result of prudent
macroeconomic policies. Inflation has remained at comparatively low levels
within the Central Bank’s target band (Figure 6, Annex). The fiscal deficit has
averaged 2% of GDP over the past decade, as well as in 2012-2015 (Figure 7,
Annex),7 below the average for LAC (2.7% in 2005-2015 and 4.2% in 2012-2015).
Although the deficit peaked at 3.3% in 2010 in the context of the 2008 financial
crisis and natural disasters in 2009, since then it has been narrowing (1.8% in
2015), mainly as a result of reductions in public expenditure. The governments
total gross debt has remained at around 20% of GDP over the last decade, and
24.5% in 2012-2015 (Figure 8, Annex). This is a low level compared to the rest of
LAC (50.8% in 2015).

2.4

Although Guatemala has succeeded in maintaining fiscal stability, tax
revenue intake is among the lowest in the region, limiting the State’s ability
to meet the country’s substantial challenges. Guatemala has no significant
sources of nontax revenue (Figure 10, Annex), and tax revenue is low (10.9% of
GDP over the last decade) compared to LAC and other CID countries (Figure 11,
Annex). A long-awaited, major fiscal reform was approved in 2012, aimed at
reducing evasion, expanding the tax base, simplifying the tax code, and
strengthening the framework for tax administration. However, the expected
outcomes in terms of revenue intake have not yet materialized. Moreover,
significant challenges remain in terms of improving the targeting and efficiency of
public expenditure, including the rigidity of public spending and low rates of budget
execution. Public spending is also under constant pressure as a result of
vulnerability to natural disasters such as hurricanes and earthquakes.8

2.5

Limited spending on infrastructure has contributed to the deficits seen in
some sectors, mainly in rural areas. Investment in infrastructure (public and
private) is less than 3% of GDP (2008-2013), and the condition of infrastructure,
particularly in rural areas, represents a significant obstacle to investment and
growth. The population with access to improved sources of drinking water

5
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In contrast, the lowest rate of growth was seen in the gross fixed capital formation component (14.6% of
GDP): 2.4% in the period 2005-2015 and 3.8% in the period 2012-2015.
The rate of job creation (2.8%) has been lower than economic growth over the last decade. Informality
(65.8%) has also fallen slightly since 2000, affecting mainly the rural population (81.2%), young people
(69.9%), and indigenous groups (80.3%).
As a percentage of GDP, both revenue (11.7%) and expenditure (13.9%) have remained relatively stable
over the last decade (Figure 9, Annexes).
From 1970 to 2016, Guatemala was impacted by 80 large-magnitude disasters that affected 14 million
people and created economic losses totaling almost US$4.5 billion (EM-DAT). According to the 2014
World Risk Report, Guatemala is the eighth most exposed country worldwide and fourth country most at
risk of disasters caused by adverse natural events.
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increased from 72.6% in 2000 to 77.8% in 2014. In urban areas this indicator is
89%, while in rural communities it stands at 64.4%. The population with access to
improved sanitation services also increased (from 44.2% to 58.3%), though the
gap between urban and rural areas is significant (83% versus 28.9%). Access to
electricity is 72.1% in rural areas, and 84.8% in urban areas. Guatemala lags
behind in terms of highway density, and a substantial part of the road network is in
poor condition. The occurrence of climate phenomena is also a constant threat to
infrastructure.
2.6

Guatemala also has the lowest social spending in LAC and lags behind on a
number of social indicators. In 2013-2014, social spending was 7.6% of GDP,
little changed over the past decade and lower than the average for LAC (29.3%).
There are also significant challenges in terms of efficiency and targeting. The
average years of schooling is 5.6, and the illiteracy rate is 16.6%. The completion
rate for primary education rose by six percentage points between 2008 and 2013;
however, net coverage declined from 95.2% to 89.1%. Net coverage for secondary
education is low (43%). In the area of health, maternal and under-5 mortality rates
fell between 2008 and 2013, yet they remain among the highest in LAC, at 163
and 40 per 100,000 live births, respectively. The prevalence of chronic malnutrition
in children under five years of age is also the highest in LAC (46.5%).9

2.7

In contrast to the majority of LAC countries, poverty rose in the last decade.
Official figures show an increase in poverty from 51% to 59.3% between 2006 and
2014,10 with extreme poverty rising from 15.7% to 23.7%. The incidence of poverty
is higher among the rural population (76.1% versus 42.1%), which has less access
to social services, infrastructure, and economic opportunities. In addition, 35.3% of
the rural population suffers from extreme poverty, compared to 11.2% in urban
areas. Poverty also affects vulnerable groups such as the indigenous population,
which saw its overall poverty rate increase from 75% to 79.2%, and its extreme
poverty rate from 27.3% to 39.8%.

2.8

In addition, insecurity and violence continue to be major problems. Although
the upward trend has been reversed since 2013 (Figure 12, Annex), Guatemala
has the fifth highest rate of homicide in LAC (30 per 100,000 inhabitants in 2015).
Levels of victimization, unreported crime, and impunity are high. Crime is mainly
associated with organized crime networks, gangs, and drug traffickers. Violence
and fear of crime are also one of the main deterrents to investment and carry
significant economic costs.11 Against this backdrop of insecurity and violence in the
region, there have been flows of undocumented migrants to the United States from
Central America. From 2013 to 2014, there was an increase in migration flows
involving unaccompanied minors. In late 2014, this led the governments of
El Salvador, Guatemala, and Honduras (together with the United States and the
IDB) to sign the Plan of the Alliance for Prosperity in the Northern Triangle, which
aims to address the structural roots of the problem and engender medium-term
actions.

9
10

11

Latest National Mother and Child Health Survey (ENSMI), 2013-2014.
The poverty line was 4,319 quetzales per person per year in 2006, rising to 10,218 quetzales in 2014.
Major changes in the methodology for the 2014 National Survey of Living Standards (ENCOVI) mean
that this survey can only be compared with the 2006 version, not with 2011.
The World Bank’s Enterprise Survey (2010) identified crime, theft, and disorder as the main obstacle
(20.8%) to business development. A World Bank study in 2011 estimated losses due to violence and
insecurity at 7.7% of GDP.
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2.9

Although Guatemala has made gains in terms of the strengthening of
democracy, significant challenges remain in the area of governance. In the
1980s, after more than three decades of civil war and political instability,
Guatemala embarked on a process of democratic renewal that culminated in the
signing of the 1996 Peace Accords. Since then, Guatemala has made a number of
attempts to reform the justice system, strengthen the rule of law, and reduce
corruption, but the process has been complicated and slow. Guatemala falls below
the LAC average on all dimensions of the World Bank’s governance indicators,
and experienced deterioration on almost all dimensions between 2004 and 2014
(Figure 13, Annex). Furthermore, the system of political parties is weak and
fragmented,12 which has hindered consensus-building and long-term planning. In
2015, the country experienced a major political crisis that highlighted problems of
corruption (Box 2.1).
Box 2.1. The 2015 Political Crisis
In April 2015, the Prosecutor’s Office and the International Commission Against Impunity in
13
Guatemala (CICIG) exposed a corruption and customs fraud scandal involving officials of the
Tax Administration Superintendency (SAT) and senior government authorities. This led to
widespread demonstrations demanding the resignation of Vice President Roxana Baldetti. In April
2015, President Pérez Molina extended the CICIG’s mandate for two years, to continue the fight
against corruption (it had been set to expire in September 2015). After months of demonstrations
and the resignations of several ministers and members of the Partido Patriota, the vice president
resigned in May 2015 and was subsequently arrested on August 21. That same day, the Supreme
Court initiated preliminary proceedings against President Pérez Molina to strip his immunity so
that he could also be investigated as part of the corruption case. Once stripped of his immunity,
Pérez Molina resigned on September 2. On September 3, Alejandro Maldonado was appointed
president pro tempore, and Pérez Molina was arrested. Presidential elections took place on
September 6, as planned, with Jimmy Morales of the Frente de Convergencia Nacional (FCNNación) elected in the second round on October 25.

2.10

12

13

These problems are reflected in the major challenge of attracting investment
and enhancing the business climate. The country ranks 78th out of
140 countries (10th position in LAC) in the World Economic Forum’s Global
Competitiveness Rankings for 2015-2016. The most problematic factors identified
are institutions, health, and primary and tertiary education. These difficulties are
reflected in poor business perceptions of the costs of crime and violence,
corruption, the low quality of education and its impact on labor force skills, the
inefficiency of government administration and public spending, and the inadequate
supply of infrastructure. Informality and the regulatory burden involved in starting a
business also continue to affect the business climate (Figure 14, Annex).

Since the Constitution was approved in 1985, no party has succeeded in winning the presidency on
more than one occasion. Moreover, parties are short-lived (more than 50 have been deregistered since
1985) and the ease with which politicians change party affiliation creates constant shifts in the political
makeup of Congress, hampering the legislative agenda. (More than 25% of representatives have
switched parties each year for the last decade.)
The CICIG is an independent, international body sponsored by the United Nations, established in 2007
at the request of the Government of Guatemala to investigate and support the criminal prosecution and
disbanding of criminal networks.
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III. OVERVIEW OF THE BANK’S PROGRAM (2012-2016)
3.1

The previous evaluation period (2008-2011) was marked by the international
financial crisis. The Bank’s sovereign guaranteed approvals in this period
reached a historic high of US$1.191 billion, mainly through policy-based loans
(PBLs) (71%). In such a setting, the Bank established itself as the main source of
external financing for Guatemala.14 The country program evaluation for 2008-2011
(document RE-404) highlighted the alignment of the Bank’s program with
government priorities. However, a deterioration in portfolio execution demonstrated
that the country has limited ability to manage a portfolio of such size. Execution of
some projects was also slowed by delays in congressional authorization of loans
and poor choice of instruments and execution units. Moreover, attainment of the
planned objectives was compromised by the poor implementation of instruments
(for example, PBL waivers and retargeting of funds under certain investment
projects to deal with emergencies).

3.2

That being the case, OVE made four recommendations to the Bank’s
Management: (i) maintain the strategy design approach envisaged in the pilot
initiative; (ii) maintain the use of investment instruments in key sectors where the
Bank has demonstrated its capacity to add value; (iii) match portfolio size to the
country’s institutional capacity and support the Government of Guatemala in
overcoming the institutional weaknesses that limit timely use of resources; and
(iv) minimize the use of waivers with PBLs (Table 5, Annexes).

A.

Country strategy with Guatemala, 2012-2016

3.3

The 2012-2016 Government Plan had five areas of focus. In January 2012, Otto
Pérez Molina of the Patriota party assumed the presidency against a backdrop of
high social expectations and economic recovery following the international financial
crisis. His plan for government (“Agenda for Change”) identified five priority areas
of focus with their corresponding objectives: (a) democratic security and justice;
(b) competitive economic development; (c) productive and social infrastructure for
development; (d) social inclusion; and (e) sustainable rural development. The plan
was to be implemented via three major social pacts that would attempt to address
significant hurdles to the country’s development: the Fiscal Pact; the Zero Hunger
Pact; and the Pact for Peace, Security, and Justice.15

3.4

The current country strategy with Guatemala sought alignment with the
government plan and was aimed specifically at “improving living conditions
for the Guatemalan population, particularly those living in rural areas.” The
strategy was approved in December 2012 (document GN-2626) and runs through
December 2016. It structured the Bank’s work along two axes: an institutional axis

14

15

The IDB accounted for about 38.6% of the public external debt and 46.6% of multilateral debt. Other
significant sources of finance were the World Bank (25.4% of public external debt and 30.7% of
multilateral debt) and the Central American Bank for Economic Integration (CABEI) (18.2% of public
external debt and 22% of multilateral debt) (document GN-2689).
The government developed other plans, such as the National Competitiveness Agenda 2012-2021, and
a Long-term Development Plan (“Nuestra Guatemala K’atun 2032”), presented in late 2014.
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and a rural development axis.16 The institutional axis envisaged actions in three
priority target areas: (a) fiscal and municipal management; (b) social protection;
and (c) peaceful coexistence and citizen security. The rural development axis
encompassed the Bank’s work in the following priority target areas: (a) productive
development; (b) health; and (c) transportation. The Bank identified strategic
objectives in these priority areas (Table 3.1).17 The strategy also identified the
crosscutting issues for work with the country in climate change adaptation and
mitigation, natural disaster impact mitigation, gender, indigenous peoples, and
regional integration. In addition, the strategy envisaged the possibility of additional
support in dialogue areas (education and energy), if project implementation in
these areas advances significantly. With respect to the Bank’s private sector
windows, the strategy identified possible opportunities in the areas of rural
productive development, logistics and transportation infrastructure, renewable
energy sources, financing for low-income housing and small and medium-sized
enterprise, and the delivery of basic services.
Table 3.1. Strategic Objectives in Priority Sectors
(document GN-2689)
AXIS – INSTITUTIONAL
Priority
sectors
Fiscal and
municipal
management
Social
protection
Peaceful
coexistence
and citizen
security

16

17

Strategic objectives
Improve the pattern of taxation
Improve budget planning and execution capacity
Strengthen the fiscal capacity of municipalities
Improve the targeting and target population coverage of social protection programs
Strengthen the National Civil Police institutionally in such areas as career policing,
personnel training, and control of police misconduct
Improve the quality and results of criminal investigations
Reduce the vulnerability of women and young people to violence and crime

The institutional axis was to be implemented using a “sector-based approach,” where the unit of
analysis was the sector, with development challenges defined chiefly in relation to that sector. The rural
development axis was to be implemented using a “place-based approach,” where the main unit of
analysis was the territory and its inhabitants, with the goal of addressing complex, multidimensional
problems such as rural poverty (document GN-2689).
The Bank also planned to expand its use of country systems, for which it established four strategic
objectives: (a) strengthen the Financial Information and Administration System (SIAF); (b) improve the
efficiency of financial management; (c) improve the investment quality of Bank-financed projects; and
.
(d) improve transparency and competitiveness of procurement processes (document GN-2689)
-6-

AXIS – RURAL DEVELOPMENT
Priority
sectors
Productive
18
development

Strategic objectives
Create opportunities to improve incomes from productive activities for the rural population
Diversify sources of income of rural households
Reduce under-5 chronic undernourishment in rural areas

Health

Reduce child mortality in rural areas
Improve maternal health in rural areas

Transportation

Expand the rural road system
Improve the infrastructure quality of the rural road system

Source: The Bank’s country strategy with Guatemala 2016-2016 (document GN-2689).

3.5

The strategy projected two scenarios for sovereign guaranteed lending—
both lower than under the previous strategy.19 The base scenario for the
period 2012-2016 envisaged total approvals of US$740 million, disbursements of
US$995.3 million, and negative net capital flows of US$48.6 million. In a context of
possible external shocks, such as climate factors or deterioration in the
international economic environment, the strategy also included a high scenario
involving approvals of US$900 million. Disbursements under this scenario would
be US$1,183.3 million, and net capital flows would be positive (US$124.7 million).
Under both scenarios, the aim would be to frontload disbursements in the first few
years of the strategy, so that project execution could begin during the country
strategy period and dovetail better with the country’s political cycle (Table 1,
Annexes).

3.6

The strategy also identified two implementation risks, with special emphasis
on potential delays in investment programs.20 One of the main challenges
identified in the strategy for the Bank’s work in the country concerned the timely
execution of investment programs. To mitigate this risk, the strategy considered
the possibility of new mechanisms and a series of measures to accelerate
execution,21 as well as exploring new ways of working with Congress during the
approval process for Bank projects. A macroeconomic risk was also identified,
stemming from the country’s vulnerability to external shocks.22 Together with low

18

19

20
21

22

In the context of the country strategy, productive development was defined as the “set of actions
intended to promote the creation, spread, consolidation, and/or growth of the business fabric” (document
.
GN-2689)
Amid a less favorable international context, the previous country strategy for the period 2008-2011
(document GN-2501) envisaged a base scenario of US$1.535 billion in approvals.
The current strategy also identified risks specific to each one of its priority areas.
These measures included strengthening of the Bank’s portfolio support and technical assistance role;
innovative contracting and execution mechanisms; portfolio reformulation; improved operation design
(e.g., scale, identification of suitable execution units, multisector collaboration); synchronization of
interventions with the national planning and budgetary cycle; technical capacity-building of execution
units; technical assistance to support projects; and preparation of project execution plans (Source:
document GN-2689).
Specifically, a strong recession in the United States, a significant increase in food and oil prices, and a
large-magnitude natural disaster.
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tax revenue intake, this vulnerability could limit room to maneuver in the case of an
unforeseen event. The Bank would seek to make financial and technical advisory
support instruments available to mitigate such events.
B.

Program implemented

3.7

Between 2012 and March 2016, sovereign guaranteed loan approvals totaled
US$692.2 million, channeled principally through PBLs (70%). The Bank
approved four loans in the areas of fiscal management (one hybrid PBL for
US$237.2 million),23 social protection (one PBL for US$250 million), energy (one
multiphase investment loan for US$55 million), and education (one specific
investment loan for US$150 million). Sovereign guaranteed approvals were thus
consistent with the base scenario for lending included in the current country
strategy (US$700 million), although lower than approvals during the prior
evaluation period in the context of the international financial crisis (Figure 3.1). No
sovereign guaranteed loans were approved in the first quarter of 2016, and the
2016 pipeline includes three loans for a total of US$180 million.24 The approvals
from 2012 to March 2016, together with the sizeable balance of operations at the
beginning of 2012 (US$573.7 million, 17 loans), comprise a sovereign
guaranteed portfolio of 21 active loans for US$1.2659 billion during the
evaluation period.
Figure 3.1. Sovereign Guaranteed Loan Approvals (2004-2015)

Note: Amounts originally approved as of 31 March 2016.
Source: OVEDA, using the Bank’s Data Warehouse.

23

24

The Fiscal Consolidation Program for Guatemala (loan GU-L1064) was structured as a multitranche PBL
(US$234 million) and a reimbursable technical cooperation operation (US$3.2 million).
Sovereign guaranteed loan pipeline (category A) as of 31 March 2016.
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3.8

The Bank also approved US$29.8 million in nonreimbursable resources.25
From 2012 to March 2016, the Bank approved 49 nonreimbursable technical
cooperation o for US$20.2 million. The approved technical cooperation amounts
were concentrated mainly in the areas of environment and natural disasters (26%),
health (16.2%), and social investments (15.7%). In addition, most of the technical
cooperation operations were approved under the category of client support (86%);
operational support accounted for 10%, and research and dissemination for 4%.
During the evaluation period, the Bank also approved one nonreimbursable
investment operation (US$6.9 million) under the Mesoamerica Health Initiative.

3.9

The IDB Group’s private sector has also expanded their involvement in
Guatemala, mainly through the Trade Finance Facilitation Program (TFFP).
From 2012 to 2015, the Bank’s private sector windows—the Structured and
Corporate Financing Department (SCF) and Opportunities for the Majority Sector
(OMJ)—approved US$234 million in the area of financial services, consisting of
three loans (US$123 million) and eight operations linked to two existing credit lines
under the TFFP program (US$110 million) with two banks.26 This figure is higher
than the amount approved over the period 2008-2012 (US$175.2 million). The IIC
approved five operations for a total amount of US$24.3 million between 2012 and
2015, principally in financial services (three operations for US$11 million) and
energy (two operations for US$13 million). In the context of the merge-out of the
Bank’s private sector windows, the IIC approved two operations associated with a
TFFP line (US$40 million) in the first quarter of 2016. Lastly, the MIF approved
16 operations for US$13.5 million.

IV. EVALUATION SCOPE AND QUESTIONS
4.1

The CPE will evaluate the IDB Group’s program with Guatemala for the
period 2012-2016. The evaluation includes a review of active operations during
this period, i.e., operations approved in 2012-2016, as well as previously approved
operations with significant undisbursed resources as of the beginning of 2012.27
Operations with the public sector will include sovereign-guaranteed loans,
technical cooperation operations, and nonreimbursable investment operations. In
the case of the private sector, in addition to SCF and OMJ operations,28 the
evaluation will also consider IIC operations under OVE’s new mandate.

4.2

This CPE will analyze questions related to the relevance, implementation and
effectiveness, and sustainability of the IDB Group’s program with Guatemala.
The analysis of relevance and implementation will look at all operations in the
portfolio. The analysis of outcomes (effectiveness) will focus mainly on operations

25
26
27

28

This amount excludes MIF nonreimbursable operations (see paragraph 3.9).
SCF approved US$231 million, and OMJ US$3 million.
Operations with an undisbursed balance of at least 30% at the beginning of 2012. Operations with
smaller balances may be considered depending on each sector (e.g., projects belonging to a
programmatic series).
MIF operations may be considered to the extent that they are directly related to the proposed lines of
action of the priority sectors under the current strategy.
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that are further along in implementation.29 The analysis of sustainability will put
special emphasis on closed operations or operations about to close.
A.

Relevance

4.3

Relevance refers to the degree to which the design and objectives of the IDB
Group’s strategy and program of assistance were consistent with the needs of the
country and the government’s development plans and priorities. In this area, the
CPE will seek to answer the following questions:


Were the strategic objectives set in the country strategy consistent with
Guatemala’s main development challenges and the government’s priorities
during the evaluation period?



To what extent was the program, as actually implemented in 2012-2016,
consistent with the priority areas established in the country strategy and their
respective strategic objectives?



To what extent was IDB Group financing through non-sovereign guaranteed
operations consistent with Guatemala’s development needs?



To what extent was the combination of loan operations (PBLs, investment,
private sector) and technical cooperation operations used appropriately by
the IDB Group to meet the strategic objectives in the priority areas?



To what extent was the IDB Group’s program consistent with the approach
set out in the strategy (sector and territorial), for example, in terms of
addressing complex, multidimensional problems in rural areas.



To what extent did the IDB Group take the country’s absorptive capacity into
account, and was the program consistent with the country’s limitations in
terms of project execution and institutional capacity?



To what extent did the IDB Group take into account, and coordinate with,
assistance provided by other development agencies working in Guatemala?

B.

Implementation and effectiveness

4.4

Effectiveness refers to the extent to which the assistance instruments achieved the
objectives set. As part of the effectiveness analysis, the CPE will look at factors
affecting program implementation, as well as efficiency-related issues (e.g., in
preparation and execution). On this dimension, the CPE will seek to answer the
following questions:

29



What are the main determinants of success and problems affecting
implementation of the IDB Group’s program in Guatemala?



To what extent did the strategy implementation risks materialize? What
mechanisms has the IDB Group used to mitigate these risks, for example, the
risk related to potential delays in the implementation of investment projects?
How effective have these mechanisms been?



To what extent has the IDB Group’s program furthered the strategic
objectives established under the strategy’s priority areas (Table 3.1)?

In the case of the public sector, operations under which at least 30% of resources have been disbursed.
In the case of the private sector, operations that are either complete or have reached operational
maturity.
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To what extent have PBLs been effective in supporting key reforms in such
areas as fiscal management and social protection?
To what extent was technical cooperation effective in providing operational
support for the IDB Group’s investment loan portfolio and the reforms
advanced under the PBLs, as well as in generating other outputs and
knowledge to satisfy the country’s wants and needs, all in the context of the
strategy objectives?
To what extent was the assistance provided by the IDB Group’s public and
private sector windows coordinated?
What lessons emerge in relation to the IDB Group’s future role in Guatemala?

C.

Sustainability

4.5

Sustainability refers to the likelihood that the outcomes of the IDB Group’s
assistance will persist after the program has concluded. On this dimension, the
CPE will seek to answer the following questions:


What evidence is there that the outcomes obtained under the IDB Group’s
program in Guatemala are sustainable?



What have been the main factors that could affect the outcomes achieved
under the IDB Group’s program in Guatemala?

V. METHODOLOGY AND INFORMATION SOURCES
5.1

To answer questions concerning the relevance of the program, the CPE will
analyze the congruence of the objectives included in the strategy/operations,
Guatemala’s main development challenges and government priorities, and the
program implemented. The evaluation will also analyze the financial and
nonfinancial instruments used by the IDB Group in each sector to meet the
strategic objectives, as well as other issues relating to the design of operations
(e.g., objectives, components, type of instrument, execution arrangements, main
risks identified). Sources of information include, for example, strategy and country
programming documents, sector diagnostic assessments, loan and technical
cooperation proposals, the government plan (“Agenda for Change”), sector and
development plans, economic and social data, and sector studies prepared by the
government, the IDB Group, and others (e.g., World Bank, International Monetary
Fund, Economic Commission for Latin America and the Caribbean (ECLAC), and
the United Nations Development Programme (UNDP)).

5.2

To answer questions regarding the implementation, effectiveness, and
sustainability of the program, the CPE will analyze, for example, the performance
and efficiency of the portfolio of operations (e.g., preparation and execution times
and costs, pace of disbursements, financial flows) with special emphasis on
identifying the crosscutting factors that affect implementation and the execution
arrangements introduced by the Bank to mitigate project delays. The CPE will also
look at the degree of progress toward the project objectives and, more generally,
the objectives of the strategy. For PBLs, moreover, the CPE will examine the depth
of the reforms included in these operations using the methodology developed by
OVE.30 For technical cooperation operations, in addition to analyzing their

30

OVE Annual Report, 2015. Summary of activities and analysis of policy-based lending at the IDB
(document RE-485-6).
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relevance and implementation, the evaluation will pay special attention to
determining the principal outputs produced thus far, and to what extent those
outputs have been utilized by the Bank, government, or beneficiary entities.
Sources of information include, for example, information in IDB Group systems
(e.g., OVEDA, OPS, FIN, LMS); monitoring reports (PMRs, PSRs); completion
reports (PCRs, XSRs, XPSRs); mission minutes; midterm and final evaluations
(internal and external) for operations; and portfolio review documents. Additionally,
selective field visits may be made to certain projects in the portfolio.
5.3

The CPE will also review other OVE evaluations of relevance for Guatemala, such
as Climate Change at the IDB: Building Resilience and Reducing Emissions
(document RE-459-1, 2014) and the Review of IDB Institutional Support to
Conditional Cash Transfers in Three Lower-Middle-Income Countries (document
RE-473-1, 2015).

5.4

This analysis of data and documentation will be supplemented by interviews with
various key respondents involved in design and implementation of the IDB Group’s
program in Guatemala, including authorities and officials responsible for financial
and sector policies (current and previous administrations); staff of the
executing/beneficiary agencies for loans and technical cooperation operations in
the Bank’s program in Guatemala; IDB Group staff; staff of other development
agencies working in Guatemala (e.g., World Bank, CABEI); and other sector
specialists.

VI. EVALUATION TEAM AND TIMELINE
6.1

Evaluation team. The team consists of José Ignacio Sémbler, Monika Huppi,
Maria Fernanda Rodrigo, Oliver Azuara, Jose Claudio Pires, Mauricio Torres,
Maria José Hernández, Johanan Rivera, and Maya Jansson.

6.2

Tentative timeline. The current country strategy for 2012-2016 (document
GN-2626) remains in effect until 31 December 2016 with a transition period in
2017. Nonetheless, IDB Group Management plans to approve the new country
strategy with Guatemala in December 2016. Based on that date, the tentative
timeline for the CPE is given below. If approval of the new country strategy is
delayed, OVE will consider modifying the CPE timeline to cover most of 2016 (and
the duration of the current strategy), so as to allow more up-to-date information to
be provided to the IDB Group Management and Board of Executive Directors on
the 2012-2016 program with Guatemala.
Table 6.1. Tentative Timeline for Guatemala CPE, 2012-2016

Activity

Date

Mission(s) to Guatemala (tentative dates)
Draft CPE for Management/government review
Comments received from Management/government

June/July
Mid-September 2016
Mid-October 2016

CPE sent to the SEC and Board discussion

November 2016

IDB Group approval of new country strategy

December 2016
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FIGURES AND TABLES
Figure 1. GDP per capita (PPP)

Source: IMF.

Figure 2. Real GDP growth

Source: IMF.

Figure 3. Contribution of expenditure
components to real growth

Source: BanGuat.
Figure 5. Remittances

Source: BanGuat.

Figure 4. Credit to the private sector, total

Source: BanGuat.
Figure 6. Annual inflation (end-of-period)

Source: IMF.
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Figure 7. Public deficit

Source: IMF.

Figure 8. Total public debt

Source: Ministry of Finance.

Figure 9. Government revenue and expenditure

Source: IMF.
Figure 10. Public revenue

Source: Ministry of Finance.

Source: IMF.
Figure 11. Tax revenue

Source: ECLAC.
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Figure 12. Homicides per 100,000 inhabitants

Source: World Bank.

1

Figure 13. Governance indicators (percentile rank 0 to 100)

Source: World Bank.

1

Various sources were used for 2014 and 2015: El Salvador (Forensic Statistics Unit, Institute of Legal
Medicine), Honduras (Violence Observatory), Guatemala (National Institute of Forensic Sciences,
INACIF), Dominican Republic (Citizen Security Observatory), Panama (Ministry of Public Security),
Costa Rica (Judicial Investigations Unit), LAC (InSight Crime).
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Figure 14. Guatemala’s business climate, 2016
(Doing Business score; scale 0 (worst) to 100 (best))

Source: World Bank.

Table 1. Projected Sovereign Guaranteed Lending Framework, 2012-2016

Source: The Bank’s country strategy with Guatemala 2012-2016 (document GN-2689).
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Table 2. Portfolio of Public Sector Operations (2012-March 2016)
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Note: Approvals to March 2016.
Source: OVEDA using the Bank’s data warehouse.
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Table 3. Portfolio of Private Sector Operations (2012-March 2016)

Note: Approvals to March 2016.
Source: OVEDA using the Bank’s data warehouse.
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Table 4. MIF Operations (2012-March 2016)

Notes: Approvals to March 2016.
MIF operations will be considered to the extent that they are directly related to the proposed lines of intervention under the
priority strategy sectors.
Source: OVEDA using the Bank’s data warehouse.
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Table 5. Recommendations of the Country Program Evaluation, 2008-2011
(document RE-404)
OVE’s Recommendations

Bank Management’s Response

Maintain the strategy design approach
envisaged in the pilot initiative. The pilot
initiative was selective in choosing a small
number of intervention areas on which it targeted
and engaged its assistance efforts. Groups of
operations were designed around these areas
and focused on achieving the proposed strategic
development goals. This approach produced
significant synergies and improved the Bank’s
positioning.

Agree. Management will work toward developing a
country strategy focused on overcoming the country’s
major
development
challenges,
following
the
methodology developed by VPC in the last few years.
This methodology makes it possible to maintain the
framework of the pilot initiative and adopt a multisector
approach that takes into account the Bank’s
experience, knowledge, and potential comparative
advantages with respect to other development
agencies.

Maintain the use of investment instruments in
key sectors where the Bank has demonstrated
its capacity to add value. The main constraints
on growth identified in the 2008-2011 Strategy—
the State’s limited capacity to generate sufficient
fiscal revenues, inadequate human capital as a
result of inequity, childhood malnutrition,
limitations on basic infrastructure in rural areas,
and high crime and violence rates—continue to
impede long-term development. These are areas
that, should the Guatemalan government so
decide, the Bank should continue to support.

Partially agree. During implementation of the next
country strategy, the Bank will maintain the use of
financing instruments in those sectors identified as
priorities by the Bank and the country’s new
government (which may not necessarily be limited to
the sectors listed in the recommendation). Among the
factors that will determine the selection of intervention
sectors, the new analyses of development challenges
currently being carried out as the new country strategy
is prepared will be taken into account. The Bank will
make efforts to promote the areas mentioned by OVE
in the dialogue with the country.

Match portfolio size to the country’s
institutional capacity and support the country
in overcoming the institutional weaknesses
that limit timely use of resources. It is
recommended that the Office of the Manager of
CID, jointly with the Guatemalan government,
decide which operations to keep in the portfolio
after identifying the sectors in which the Bank will
support the new administration. The operations to
be kept in the portfolio must be submitted to the
Congress for authorization where necessary;
operations whose objectives are not perceived as
priorities by the new administration should be
cancelled.

Agree. Policy dialogue with the new authorities will
include an analysis of the country’s absorption capacity
in terms of macroeconomic stability and an evaluation
of the portfolio under execution, taking into account
sector execution capacity, the portfolio’s relevance in
the context of the new 2012-2016 strategy, and its
potential adjustment needs. Any decisions related to
cancellations will be made in the context of annual
programming exercises during implementation of the
next country strategy.

Minimize the use of waivers when PBLs are
used. To ensure that the PBLs achieve the
envisaged objectives it is vital that the proposed
conditionalities agreed upon in the loan contracts
be met. For this reason, the use of waivers must
be avoided—especially in cases where the waiver
is associated with key conditionalities since, by
disbursing the resources, the Bank loses the
capacity to support achievement of the
operation’s development objectives. The use of
PBLs must also be limited to promoting policy
changes. These instruments should be coupled
with complementary operations to ensure that the
objectives are achieved—this support was
appropriately addressed in the 2008-2011
strategy.

Partially agree. PBLs help to develop a country’s
capacity to manage the process of policy reform and
institutional change, lowering transaction costs
associated
with
external
assistance
while
simultaneously offering timely disbursement of
resources for the national budget, and creating a
significant incentive to approve and implement complex
policy reforms.
In this context, the Bank’s Management should have
sufficient margin to make changes in the structure of
the operations (i.e., transition from two to three
tranches for the social PBL) or even to assess potential
waivers in specific cases if this contributes to the
achievement of the desired medium- or long-term
goals.
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In the case of Guatemala, PBLs have focused on
advancing two essential public policy areas: fiscal
reform and social policy. In both cases, PBLs
successfully
supported
dialogue
and
policy
implementation.
The Human Capital Investment Program (GU-L1017)
helped, along with other factors, to improve living
conditions for the poorest segment of the population
and to raise vaccination and schooling rates in the
target population.
The Program to Strengthen Public Finances
(GU-L1020), in addition to its achievements in terms of
expenditure quality and tax administration, laid the
groundwork for approval of the fiscal reform, which took
place this past February (“Ley de Actualización
Tributaria” [Tax Reform Law]), expected to yield
approximately 1% of GDP).
PBL GU-L1020 contributed to the technical design of
the approved reform, while the implementation of the
remaining conditions paved the way for the approval of
the law, as the Guatemalan government has formally
acknowledged.
This case shows that, even if the political timing and
the timing of policy-based loan execution are not fully
synchronized, this type of instrument makes it possible
to support reforms that are of crucial importance to the
country and create significant long-term effects.

Source: Comments on the Country Program Evaluation: Guatemala 2008-2011 (document RE-404-1).

