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1. Overall objectives of the EU-Member States JoirProgramming with Guatemala

Joint programming is based on the commitments dgnéth the wider donor community in 2011 in
the Busan Partnership for Effective Development g@oatiod, and on the EU Agenda for Change
signed by European Ministers in 261R can be defined as a "process whereby the Eébtatrategic
decisions based on a comprehensive view of Europadmother donors' support to a given partner
country®. The joint programming process implies a differapproach of planning and cooperating of
the EU and Member States with the host countrit, lasilds upon complementarity of strengths and is
based on the national strategic priorities.

This Joint EU and Member States Strategy for Gualkenis a result of a joint multi-annual
programming exercise between the EU and MemberesStatesent in GuatemalaThrough this
strategy, the EU reaffirms its commitment to suppownership and partnership, and aims to
coordinate and synchronise better EU and MembetesStailateral cooperation with Guatemala's
programming cycle. With this strategy EU partndss &eep in mind a long term perspective, as it has
been designed to last for two government periods.

This strategy will be revised with a mid-term raviéollowing the entry of a new Government in
2016, in order to enable adjustments in programrfonghe period 2017 to 2020 and to allow for the
Government to establish itself prior to designiegvrEU support programmes.

By providing a single strategy to guide all EU aidmber States support to Guatemala and by basing
this strategy on Guatemala's development prioritres EU aims to enhance tef#ectivenessimpact

and coherenceof its aid. By acting together under a single fesvork and eliminating gaps and
overlaps, the EU is committed to reduce fragmemtasind enhance transparency, predictability and
accountability of EU support.

Joint programming will also strengthen the manaditéhe EU to work together with the Guatemalan
Government on matters of common concern, to joistitive towards full attainment of international
commitments such as the Millennium Development §oahd to promote the core principles and
values that guide EU cooperation, such as democgand governance and the full respect for human
rights.

This strategy has been jointly drafted with MemBéaites following consultations with Government
and a wide range of stakeholders, including Corggrether donors, civil society and the organized
private sector.

Finally, this Joint EU-Member States Strategy resp&lember States' sovereign decisions on their
cooperation strategies, and therefore does nongpass bilateral implementation plans.

2. Country Overview

Guatemala is a multi-ethnic, multicultural and rwmgual country with considerable economic
potential. However, the country is still a post-tieh country that is building its phase of buildira

fully democratic state based on the rule of lawarEition to democracy started 28 years ago and the
36-year long internal armed conflict ended onlyy&ars ago. Several of the Peace Accords still need
to be fully implemented. It should be noted that 8005 framework Law on the Peace Accords
(Decree 52-2005) elevates the Peace Agreementat® @mmitments.

! http://www.aideffectiveness.org/busanhlif4/imagesies/hif4/OUTCOME_DOCUMENT - FINAL_EN.pdf

2 http://www.consilium.europa.eu/uedocs/cms_datashwessdata/EN/foraff/130243.pdf

3 Annex Il of the Council Conclusions on the "EU Quon Position for the Fourth High Level Forum on Aflectiveness”
4 Member States present in Guatemala: France, Ggrritaly, The Netherlands, Spain, Sweden and thigeedrKingdom




The country has made progress since the signitigeoPeace Accords in 1996. Economic growth has
been stable at an aggregate level, with an aveshde?% in GDP growth per capita, and prudent
macroeconomic policies have kept public debt asdafi deficit manageable. Advances have been
made in the transition towards a more accompligtestocracy with free elections and democratic
change of power. Guatemala also gradually incredisedocial expenditure over the last decade,
leading to progress toward achieving the Millennilavelopment Goals on indicators such as
primary education coverage. There has equally bessrtain reduction in extreme poverty as well as
some progress in reducing overall poverty.

Nevertheless, important challenges remain. Whitesictered to be a middle-income country there are
dramatic differences in income distribution betweanal and urban areas. Implementation of the
Peace Accords has been limited, the country hayetobvercome its history of structural exclusion
and the state faces major institutional, social aodnomic challenges to achieve an equitable and
inclusive society.

Key challenges to development in Guatemala today &) ensure human security, including

defending and developing the rule of law and endmgunity, B) fight against structural economic

and social inequality, and discrimination, C) guéea respect of human rights, in particular for the
indigenous people, and women and children, andoDjbat widespread poverty and malnutrition, in

particular in rural areas. Weak legal and institodl capacity of the state and the lack of peaceful
dispute resolution mechanisms constitute anottesr af challenge.

Guatemala's justice and security system continnesuffer from serious deficiencies, and organized
crime and violence are widespread. National homicates slightly dropped since November 2009,
but Guatemala still has the seventh highest homicade in the world. Of particular concern is the
high rate of femicides in Guatemala. However, theber of homicide cases successfully brought to
justice increased over the last years, and the édvmpunity dropped from an estimated 92% to 70%.
Plans to prevent violence and crime and to imptteereach, professionalism and independence of
both the police force and the judiciary as wellcastinued support to the work of the UN backed
International Commission against Impunity in Guaaem(CICIG) are central to cutting crime rates
and addressing the prevailing culture of impunity.

Social conflicts are frequent. Currently the goveent has identified over 2000 social conflicts, rove
80 are considered of high intensity. Indicativalye Secretariat of Agrarian Affairs (SAA) registers
almost 1500 pending agrarian conflicts, affectinginty rural and indigenous areas. Violent protests
and a number of high impact conflicts resultinghia declaration of local States of Siege (Santa Cru
Barillas, San Rafael Las Flores) further increagpedssure on the Government to ensure the
establishment of effective consultation and meditmechanisms to manage and resolve social
conflict at the local level.

Poverty, inequality and discrimination remain armparant challenge in Guatemalan society. The
country ranks 133rd on the 2012 Human Developmeaéx (out of 187 countries) and over half of
the population (53.7%) live below the poverty tihas’. Indigenous peoples score significantly lower
on social indicators as compared to the non-indigenpopulation. Effective implementation of
programmes to improve the provision of health addcation services, especially in rural and
indigenous areas, is needed to ensure accesdl.fdihale is an urgent need to create more income
generating opportunities, in particular for the pabe women and the young.

The country's levels of food insecurity are amontmst highest in the world, with a chronic
malnutrition rate for children under 5 of almos&s@nd chronic malnutrition rates reaching over 90%
in certain areas in the western highlands.

®ENCOVI 2011



Guatemala also features poor levels of environngmtatection and suffers from frequent natural
disasters and a high degree of vulnerability tmate change. Guatemala is the fifth most vulnerable
country in the world to natural disastersnainly due to the lack of planning of land use fo
agricultural activities and urban construction. BHapon growth and development inequalities have
also put pressure on natural resources and cotgdha the degradation of soils.

All these issues are compounded by a low leveleseémue mobilization and structural institutional
weaknesses that hamper the implementation of ptaieles. In 2011, Guatemala's tax burden was
10.9% of the GDP, one of the lowest levels in tleleh In addition to enhancing national resource
mobilisation, main institutional challenges areatetl to: strengthening the civil service, improvihg
effectiveness of Congress, improving transparenuy tackling corruption, and strengthening the
linkage between central policy setting and localise delivery. Enhancing the ability of the st&de

set and measure relevant social and economic tedicavill be instrumental in improving policy
setting and implementation and in introducing aultesbased management approach to the public
sector.

The current Government has declared that reformsegyuired, and has stepped up its response efforts
to address the above challenges through the petgenof a reform agenda. Its “Strategic Priorities
2012 - 2016” document identifies five prioritiess democratic security and justice; 2) competitive
economic development; 3) productive and socialastfucture; 4) social development; and 5)
sustainable rural development.

These priorities have been further detailed inglracts. The Security, Justice and Peace Pact@ims
address the high levels of violence and crime. Shreemeasures include the establishment of joint
police and military task forces to tackle crimesdahe approval of the Directorate-General of
Criminal Investigation to create a specializedestfic investigative police.

The Zero Hunger Pact is the focal point for the &oment's social policy and chronic child
malnutrition. The Government recently approved gerational plan and protocol for impact
assessment. With regard to social developmentéieSocial Development Ministry and the creation
of a tri-partite Social and Economic Council - auk of sustained efforts of different sectors otber
last years - to enhance multi-sectoral dialogudaaréable advances.

With regard to the Fiscal and Competitiveness Raatgress has approved a limited fiscal reform that
includes a law on fiscal modernization and on am#ision. The Government also recently launched a
national competitiveness agenda (2012-2021). Twgomstate policies regarding education and
environmental protection are being implementedidatthe pacts.

In addition, the Government has pushed forwardautdeved the ratification of the Rome Statute of
the ICC as a clear sign of the importance of thpeet of Human Rights. The administration was also
granted an extension of CICIG to enhance its fagjainst impunity and organised crime and created a
series of institutions to tackle the issue of doeialusion and discrimination such as a Presidénti
Commissioner for National Dialogue and a Presidé@dmmissioner for Rural Development.

At a more operational level the Government ha®ihiced a series of measures to enhance planning
and monitoring of the implementation of its polgiand eventually of their impact. These include
management by results, the establishment of inde#rgets and specific budget allocations toheac
such targets.

Conscious of the major effort required to succeeitsi reform process, the Government has requested
support to implement the reform agenda. On theshafsthis appeal, the EU and Member States are
committed to support the Government's efforts tiineeand resource their policies and plans, to
ensure effective implementation of the identifietbpties over the coming years, and to accompany

8 World Risk Index 2011.



Guatemala to achieve its vision of the future. fis nd, the EU will maintain a regular political
dialogue with the Government and civil society ast@nd will support the reform process through its
bilateral and regional cooperation instrumentsigdirect cooperation with organized civil socigty
collaboration with other donors.

3. EU and Member States strategic priorities for Gatemala

The EU and Member States are committed to giveauijip the priorities of the current Government
as set out in the five priorities defined in thera8egic Priorities 2012-2018"the three Pacts on
Justice, Security and Peace, Zero Hunger and sealFand Competitiveness Pact, and the national
policies on education and environment.

These priorities are in line with the EU Agenda @mange, which has at its core the objective of
eradicating poverty and achieving the MillenniumvBlepment Goals (MDGs). The Agenda

emphasises the two broad areas of 'governance,adacyoand human rights' and of ‘inclusive and
sustainable growth for human development' whichreflected in the Government’s stated policies.

The overall objective of this Joint EU — Member States Strategy is tontdbute to Guatemala's
efforts to create the necessary conditions foragusble poverty reduction, good governance and pro-
poor growth".

Taking into account the challenges identified i ttountry analysis, the Government's national
development agenda — the three Pacts and the akpoficies - and the on-going work of other
development partners in the country, the EU and ben$tates propose to focus their support over
the 2014-2020 period on the followiegght strategic priorities:

* Reduce food insecurity focused on tackling chranalnutrition and promote integrated rural
development;

« Improve human security by strengthening the jusaeel security system and supporting
violence prevention policies, with an emphasis ba tipholding of human rights and on
reducing impunity,

« Prevent, reduce and contribute to the peacefulutso of violent social conflicts;

« Promote economic development and fiscal reform,ravp the trade and competitiveness
climate with an emphasis on pro poor growth and leympent creation, and promote a fair,
transparent and predictable environment for doumjriess ;

« Improve access to high quality social servicesdtbr with a particular focus on health and
education;

« Ensure protection of the natural environment asdistainable, fair and enforced policy on the
use of natural resources and adaption to climaaagdt

« Strengthen the State's institutional capacitieseims of policy setting, revenue raising and
implementation, both at central and local level;

* Promote gender equality and reduce gender-basthem

These strategic priorities can be divided into fweas of intervention, identified by EU and Member
States as priority areas for EU and Member Statetetal cooperation over the period of this siggte
(see chapter 4).

In all areas of work the EU will aim to ensure thiowing principles:
A holistic approach and one that involves a variety of pastn planning and
implementation.
« A specific attention to the situation wbmen, indigenous peoples and youth

1) Democratic security and justice; 2) competitte@nomic development; 3) productive and sociaaBtfucture; 4) social development;
and 5) sustainable rural development



¢ The development of humamapacity.
e The use otountry systemsand untied aid wherever possible,
e Transparency and accountability.

In delivering their support, the EU and Member &avill ensure to work and promote a regular
dialogue with all national stakeholders including Congress and judiciary as well as local
governments, civil society actors and the privatda.

4. Priority areas of intervention and in country cardination of labour

4.1 Current intervention areas

Currently, Germany, Spain, Sweden and the EU Détmganaintain sizeable bilateral programmes of
support to the country.

Germany has held intergovernmental negotiations with Guata in November 2012 with new

commitments for 2012-2013. German cooperation wdhtinue to work in three main areas: a)
education (with a focus on secondary educationcaingbcational training); b) democratic governance
with equality (including decentralization, fiscabform and security and conflict prevention

programmes) and c¢) environment and climate chaBitggeral consultations are scheduled for the end
of 2013.

Sweden'scurrent strategy covers a) human rights and destioggovernance; b) sustainable pro-poor

growth in poor regions; and c) health, primary trealare and sexual and reproductive health and
rights - SRHR. Its cooperation is planned on a i@outual basis for 2008-2014. A new results

strategy, tentatively 2014-2020 will be elaboragedy 2014 and assumed to be in line with thistjoin

programming strategy.

Spain's bilateral cooperation for 2013-2017 is focusediwa areas: a) social cohesion (working on
health, education and water and sanitation); angobgrnance (with a focus on reducing impunity,
gender based violence and on discrimination ofg@dous peoples).

The EU Delegationhas focused its 2007-2013 Country Strategy onkivead areas: social cohesion
and human security, and economic growth and tldegyrammes under the current EU strategy are
focused on food security (budget support), stregmgtiy the justice and security system, public
finance management, strengthening the youth seatbregional integration.

In addition to these four main EU donors, Francd #re UK maintain more modest portfolios.
France mainly focuses it support on good governance astice and on the rights of women and
children.UK funds support priorities to strengthen human sgghistice and security sector reform,
resolve and prevent conflict, empower the next g of young leaders, incentivise commercial
ties and corporate responsibility as well as toroap health and reduce poverty.

Italy is currently awaiting the re-financing of its prasmme of support, and Théetherlands closed
its direct bilateral assistance but will continwe dover the country under its regional programme
focused on human rights, good governance and dextication.

4.2 In country coordination of labour for the 2014-2020 joint strategy

In line with the Government's pacts and nationdicigs and with the above defined strategic
priorities, EU and Member States' bilateral cooflenawill take place in five main areas of
intervention. Three areas correspond to the Pawctsfwo to major national policies.



Out of these areathree have been identified as multi-donor areasood security; justice, security
and peace, and economic development and fiscatrmef@onsequently, in order to guarantee
complementarity a further coordination of laboull wdke place in those sectors at a later stage and
notably during the formulation stage of the bilatémplementation plans of the different EU donors.

Each intervention area can also be further spekifiea way that corresponds to the results pursued
under each pact and major national policy. Monit@mf progress towards these results will be based
as far as possible on the progress reports ofdhtsiPsee chapter 9).

The five main areas of intervention of EU-Membeat&$ cooperation are the following:

1. Food security

Support to the implementation of the Governmenicgdbr combating malnutrition will be based on
the Zero Hunger Pact, its Plan as well as the&fi@Plan for Food Security and Nutrition (PESAN
which will prioritize actions in 166 municipalitiesThrough implementation of these policies the
Government aims at reducing malnutrition by 10%tH®y end of 2015. In order to achieve this target
the government has identified a number of resuljs eeduction of maternal and child mortality
(MDGs 4 and 5) by 10% by the end of 2015, incredszaloric proteins consumption at family level,
access to safe water and sanitation, and improvieofiéamily incomes. Measures to combat levels of
malnutrition also include strategies of rural depshent.

Particular attention is being given to intervensiorsupporting the Scaling-up Nutrition
Initiative/Window of 1000 daysMentana de 1000 digswhich has a strong focus on primary health
and nutrition targeting pregnant women, breastfegdiothers and children of 0-24 months. The other
part of the Plan is multi-sectoral and includespswpto small holders agriculture, soil conservatio
forest management, water and sanitation and wast@gement.

In this area, at least four EU donors will partatg with various modalities: Sweden, Spain, Germany
and the EU Delegation. Concrete results to be garsull be aligned to the Zero Hunger Pact and
include: reduced chronic malnutrition; reduced mrak and infant mortality; increased familiar
caloric consumption, and increased family income.

2. Justice, security and peace

The inter-institutional “Pact for Security, Justiaed Peace’Racto por la Seguridad, Justicia y Baz
represents a comprehensive plan to fight crimeirupdove security and the administration of justice
both at central and local level. By adopting aegnated approach tackling different dimensions such
as citizen's security, a more inclusive and eflecjustice system, as well as social and economic
development, the pact aims at laying down the fatinds of a long-term state policy which
transcends single government's platforms.

The Pact's architecture, designed under the Idaigersf the Interior Ministry, features three
components djes): Security (in all dimensions: citizens' secyritiemocratic security, community
security, road security, prevention); Justice (gmxlion institutional strengthening, improved inter-
institutional coordination and a single IT platfgrnPeace (including the establishment of an early
warning system for conflict, strengthening the HanRRights institutional setup, and enhancing the
national system for permanent dialogue).

EU partners recognize the importance of strengtigerihe justice and security system and of
contributing to a culture of peace in Guatemalar&fore, most EU donors (France, Germany, Spain,
Sweden, EU Delegation) will intervene in this arbalicatively, the results to be pursued will be

aligned to the Government's strategic prioritiesdexrease in homicides, a reduction of overall
delinquency as well as youth delinquency; improeedess to justice with a special emphasis on

8 Plan Estratégico de Seguridad Alimentaria y Nigrial



women in rural areas and a reduction of the lef/eboruption. In addition, EU partners will alsarai
to reduce the number of violent social conflictsvadl as to reduce domestic violence.

3. Economic Development and Fiscal Reform

The third Pact launched by the Government refers fiscal and competitiveness reform. The latter
has been translated into a Competitiveness Age@tia-2021, which aims at enhancing Guatemala’s
human capital and infrastructure as well as goveaand institutions. In the short term, the agésda
focused on measures to enhance the business eneinonincluding reducing procedures required to
start a business and the costs of trading acrasetzo

A fiscal reform took place beginning of 2012 thrbugtax reform approved by the Congress together
with an anti-evasion law, both initiatives aiming iacreasing revenue collection. Moreover, the

Government has expressed commitment to strengtfaisptarency and quality of spending as a
package of updated and new laws has been subnotteé Congress. Support will be required for the

implementation of these measures, if approved.

Three EU donors (Germany, Sweden and the EU Dategawill get involved in this area, with an
emphasis on pro-poor growth. Results in this arédabg amongst others: an increase in formal
employment and fiscal revenues, improved competiigs, including trade promotion, and increased
productivity in the poorest departments.

4. Education

The current Government considers the educatioroises highly relevant and important to fully
develop the potentials of a young society and tluce social, ethnic and gender discriminations It i
promoting a comprehensive reform of secondary dducand exploring better ways to foster the
access of youths to the formal labour market.

Germany is the main European partner in this af@atervention and will continue its cooperation in
the education sector with a special focus on sesmgnelducation and on vocational training, focusing
on civil education and the enhancing the accesseobéndary school students into the formal labour
market.

5. Environment and adaptation to climate change

Guatemala is one of the most vulnerable countriethé world to the negative effects of climate
change. Population growth and development inegeslfitave put pressure on natural resources and
led to serious adverse effects such as the degvad#tsoils and pollution of water resources.

The main European partner in this area will be Gewyn Results will be focused on supporting
national policies on climate change, including gffdo consolidate the national system of protected
areas and promoting sustainable and environmearigly ways of generating income for people
living in regions with endangered ecosystems.

As across cuttingissue to these main intervention areas, the EUpwikue tostrengthen the State's
institutional capacity. As such EU and Member States will aim to imprdransparency, tackle
corruption and enhance the Government's long téamnpg and implementation capacities through
technical assistance provided in the frameworkhef various bilateral cooperation programmes, as
well as through other instruments.



It should also be noted that both the EU and Merates will continue their programmes at regional
level as well as their interventions with civil sty and local governments. Complementarity of ¢hes
interventions with the bilateral cooperation stgéte will be pursued.

Spain took into account the draft joint strategy tfee elaboration of its country strategy 2013-2017
Sweden will take it into account for its dialoguelailateral negotiations to be held in 2014.

Finally, other European donors (Denmark and Finlazld the Netherlands) who also provide
assistance to the country under regional initiatwél be invited to adhere to the Strategy andge it
as a complementary reference for their intervestion

4. 3 Indicative amounts
The EU and Member States will indicatively comrhig following amounts under this strategy:

» EU Delegation 186.8 million EUR until 2020;

* Germany will indicatively commit between 15 and 20 millidclJR annually, subject to the
approval of the German Parliament.

e Spain: 6,3 million EUR annually until 2017. In additida these new funds, Spain currently
has an amount of approximately 82 million EUR alyeaommitted but pending to be
implemented under this joint strategy;

» Sweden: Pending decision by Swedish government of newcatlon for Guatemala,
tentatively 22 million EUR annually.

Table 1. Indicative amounts (in mios EUR)

2014 2015 2016 2017 2018 2019 2020
EUDEL 35 40 70 15.8 26
Commitments|
Germany 15-20 15-20 15-20 15-20 15-20 15-2Q 15-20
Sweden 22 22 22 22 22 22 22
Spain 6,3 6,3 6,3 6,3

5. Coordination with other donors

In 2000, a mechanism - known as G6 - was put itacepfollowing the Stockholm Declaration on
Reconstruction after hurricane Mitch, to supportat@mala in its development efforts. The G6
developed into a G13Gfupo de Dialogd a coordination group facilitating the exchange o
information between donors and the government dsageamong donors. The G13 coordinates its
efforts at three levels: political, technical/pigid, and thematic. Along with the EU, the G13 asit
the main nine donor countries (Canada, Germaniy, Itpan, the Netherlands, Norway, Spain,
Sweden, United States of America) and multilaterglanizations (the Inter-American Development
Bank (IDB), Word Bank (WB), International MonetaRund (IMF), United Nations Development
Program (UNDP) and the Organization of AmericanestdOAS)). However, coordination at sector
level among donors has lacked response of the @mest. Since 2011 some of the agreed
coordination mechanisms between Government andrddmove not been functioning. In dialogue
with the G13 the Government has proposed threewesking groups related to the Governments’
three pacts. During 2013 the Government will siafead these working groups in order to improve
development effectiveness (see also chapter 7).



6. Political dialogue

In addition to the projects and programmes thaBleand Member States will implement in line with
the division of labour detailed above, EU partnsil seek to take forward their joint priorities by
establishing common political positions. The EUls@ek to come to agreement on unified European
positions on a number of issues related to statdibg, human rights and regional integration, lirdk
with other development partners wherever possibie EU and Member states will further discuss
the priorities and define a work plan for the poit dialogue in the beginning of 2014.

In the field of themodernization/strengthening of the State the EU and Member States will
promote a political dialogue on the following pitias:

Reform of the Electoral and Political Parties Law:Consistent with the recommendations of
the EU Election Observation Missions deployed if2@nd 2007, as well as of the Election
Expert Mission carried out in 2011, the EU belietleat substantial changes to the current
Electoral and Political Parties Law (Ley Electorade Partidos Politicos — LEPRye needed

to strengthen Guatemala's political and electorstiesn or democratic governance.

Fiscal reform and transparency: the EU welcomes the Government's emphasis on fiscal
reform and supports it strongly. The EU believest t substantial increase of income tax is
needed to finance an increase in social spendirighwiemains among the lowest in Latin
America. While acknowledging the successful fitsige of fiscal reform, the EU encourages
Guatemala to continue its efforts to close remajriegal and factual loopholes, to fight tax
evasion, increase transparency, also by complyitly imternationally accepted standards (i.e.
OECD), and improve tax collection. The EU also emeges Guatemala to improve
effectiveness and efficiency of public spendingdfigiting against corruption and improving
transparency and accountability within the pubtionaistration.

Capacity development and professionalization of theivil service: the EU believes that
establishing a robust, stable, professional anditegad civil service is an important part of
Guatemala's state-building and social and econateielopment. A professionalized civil
service is a necessary means to strengthen ther@oest's capacity to implement both
national policies and international cooperatione HU therefore sees the passing of currently
pending legislation for reform of the civil servias a first necessary step and will continue its
efforts to develop the capacities and to profesdipe the civil servants.

With regards tdiuman rights and the situation of justice and secuty, the EU and Member States
will engage in a regular political dialogue to praethe full respect of human rights. In particutae
EU will prioritise:

Women's rights and gender equality The European Union expresses its concern onidgimne h
levels of femicides and other forms of violenceiagiawomen in Guatemala, as well as on the
limited access of women to justice, basic serviged the labour market and their limited
political participation. The EU promotes full impbentation of UN Security Council
resolution 1325, which reaffirms the important rplayed by women in the prevention and
resolution of conflicts, peace negotiations, peaaiéding, peacekeeping, humanitarian
responses and post-conflict reconstruction.

Rights of indigenous peoplesThe EU expresses its worries about the disadgedtaocial,
economic and political situation of indigenous gdespin Guatemala, as well as the
discrimination and high levels of social conflictfemting indigenous peoples, mainly
regarding land tenure and natural resources maragerSince Guatemala has signed the
International Labour Organization’s Convention 169, the EU encourages the country's
respect and implementation of this convention ailt c@ntinue to support the government
efforts to fully implement the Peace Accords inpexg of indigenous peoples' rights.



» Death penalty: Guatemala has not yet abolished the death pen@ltg. EU welcomes
Guatemala's ad hoc moratorium, however, it belighas efforts should continue to fully
abolish capital punishment and guarantee the groteaf human dignity.

» Justice and security The EU welcomes Guatemala's accession to the Riiatate of the
International Criminal Court. The EU will suppofiet State's efforts and capacity building
measures to ensure its full implementation. Theogean Union will also continue to provide
its full support to the structural reform of theegety apparatus and the justice system. It is of
outmost importance to stress the need to combatritypand to improve access to justice and
therefore, the EU continues to support - amongdstraictivities - the work of the International
Commission against Impunity in Guatemala (CICIG).

» Social injustice The EU encourages Guatemala to combat sociastiopiand strive for a
more balanced distribution of wealth. In that cahtdhe EU welcomes the Guatemalan
Government's stated intention to promote rural igraent and improve living conditions of
the rural poor. The EU stands ready to supporGixeernment in this endeavour. The EU also
welcomes the Government's efforts to improve theapg sector's compliance record with
existing legislation on minimum salaries, in rurad urban areas.

» Peaceful settlement of social conflictsThe EU and Member States will underline the
importance for the State to assume the respongilufi creating mechanisms for peaceful
settlements of social conflicts and assure thasegdtors have equal possibilities to participate
and be included in dialogue, negotiations andesatthts. To this end, EU and Member States
will support mechanisms for peaceful settlementsaifial and conflicts at different levels.
This support will include the reform of state stures and mechanisms, but also cooperation
between governmental and non-governmental actors.

In the field of regional integration, the EU-CA Asgation Agreement is the first region-to-region
agreement promoted by the EU. Its implementatidhsubstantially contribute to Central America's
integration process and to sustainable developindrdth regions, as well as increase the commercial
ties between Guatemala and the EU. Additionallg, ithplementation of the Association Agreement
provides an opportunity to further encourage armpeoate on international recognized standards and
instruments, as it commits both regions to ensighk tevels of labour and environmental protection
and to cooperate on security issues. The Agreeraksot contains a human rights clause and a
mechanism to ensure accountability towards Euroeah Central American citizens, with regular
open meetings between government representatidesitirens and organized civil society.

7. Development effectiveness

Donor support has undoubtedly contributed to thieresf to consolidate Guatemala's democracy and
its efforts in favour of social and economic deypahent. However, donor aid could be more effective.
In addition to improving delivery and coordinatiamong donors, as is the goal of the present Joint
Programming Document, all parties recognise thabnal policy setting and implementation capacity
must also be enhanced, both at the central antliée.

Official Development Aid to Guatemala reaches ath@B00m per year, supplied by over 40 different
donors and delivered through a variety of chanimiiding public institutions, non-governmental
organisations and the private sector. This is edent to approximately 1% of GDP and about 5% of
the State budgétAs is the case in many middle-income countriberd is an increasing trend by
donors to provide loans rather than grants, wighltlans to grants ratio having moved from 1:1 o 2:

9 Primer Informe nacional sobre Cooperacion Inteioread para el Desarrollo y Eficacia de la AyudaGiratemala, 2008-2010. SEGEPLAN

10



in the last two years. Some donors, such as ThheNahds, have taken the decision to withdraw
bilateral support from Guatemala. This is generplyt of an overall restructuring and rationalisati
of the donors” global aid programme.

The Government-Donor agreements knownAasigua |'° and Antigua 1l ** were signed in 2008
(May and November respectively) and aimed to takevdrd the principles of the Paris Declaration,
namely: ownership, alignment, harmonisation, mamggior results and mutual accountability.
General intentions were laid out to establish segfans, increase alignment, decrease fragmentation
and improve evaluation. Several Government-donatosal working groups, known asnésas
sectoriales”, were created to facilitate these objectives.

In 2009, the G13 adoptedGode of Conduct?, pledging to focus its members’ support on naftiona
priorities, use national procedures, develop a commision, improve cooperation and increase joint
work. A mid-level meeting in 2010 once again called the establishment of sector plans, the
standardisation of the work of tiheesas sectoriale#t also emphasised that better use should be made
of the Development Assistance Databas@&n online aid information management system that al
donors are supposed to repoftto

To date, the G13, themesas sectorialeand the agreements reached have tendédcts more on
processand less on following up on concrete actions am@surable results. Work has often been
concerned with stating intentions, planning, or piag and has stopped short of making actual
changes on the ground or establishing quantitatidicators that could be used to track progress on
commitments. The OECD’s 2011 Survey on Monitoring Paris Declaratidhreflects. The OECD’s
2011 Survey on Monitoring the Paris Declaratiaeflects these conclusions, highlighting that:
* Only 35% of aid is considered to be aligned to aratl priorities, as opposed to the
international community’s agreed target of 85%.
» Less than 5% of support is delivered through jdoror initiatives.
» Aid is fragmented with an average of 12 donors waykn each sector.
*  Only 45% of missions and 23% of analysis are cdroigt jointly.
» There is a lack of effective mechanisms for engunmtual accountability and managing for
results.

Further improvements and progress is needed inr daémplement the principles enshrined in
Antigua |, Antigua Il and the Code of Conduct.

During the Spanish presidency, an evaluation of fthestioning of the G13 was performed. The
current Government has stated its commitment taorg development effectiveness, encompassing
both the behaviour of donors and its own perforreaincplanning and disbursing. Discussions have
initiated between the G13 and the Government on twwnprove coordination and development
effectiveness. In 2013, the Government will leachatocoordination through three working groups
related to the three Pacts. Several sectoral auatidh groups between donors are functioning well.

This Joint Strategy itself represents a key coutigm to development effectiveness by aligning
European partners with the national timetables enduring that they plan their support in a
coordinated manner. In the future European partwétse striving to develop cooperation plans at
the same time, for the same period, and basedeosatine overall agreed objectives.

Furthermore, with regard to bilateral cooperatithg lessons learnt from the current strategy should
be taken into account in order to ensure betteeffi@ttiveness and the implementation of the faerse
activities:

10 http://www.segeplan.gob.gt/downloads/Declaracidtigiral. pdf
1 http://www.segeplan.gob.gt/downloads/Declaracidtighrall. pdf
12 http://iwww.g13.0rg.gt/content/codigo-de-conduct®g

'3 http://dad.segeplan.gob.gt/dad/

4 http://Iwww.oecd.org/dac/aideffectiveness/Guate @@, pdf
' http://iwww.oecd.org/dac/aideffectiveness/Guate @2 . pdf
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Improve policy dialogue with all national stakeheisl

Improve alignment and consistency with nationabipties and policies.

Better alignment with the national budget cycladaolress the lack of budget allocations and
counterpart funds.

Request allocation of permanent staff to supeliwgdtementation of projects to avoid the
constant change of personnel.

Cross cutting (gender, environment, children'stagind indigenous people's rights) issues to
be fully integrated into projects/programmes.

Concentration on fewer projects and programmes.

8. Risk assessment

Guatemala presents a series of risks that if nopeyty addressed, could impair the overall
development of the country and the effectivenegh@bfficial development aid. These include:

Crime and violence: These issues pose serious challenges and exact dugh on
development. Security concerns, combined with tinstinal weaknesses, are a destabilizing
factor for political, social and economical life Guatemala. The effective implementation of
laws as well as of improved policies on preventibriolence and crime remains an important
challenge due to insufficient human and financegources, as well as expertise in the
institutions charged with the follow-up.

Social conflict: special emphasis should be put on social conftefsted to the defence of
indigenous peoples” rights and the effective imgletation of the ILO Convention no. 169.
The EU has a regular political dialogue with stapresentatives on addressing these issues,
based on human rights respect, and is supportegaliernment plans to combat crime and
violence by strengthening the judicial and investiign capacity of state institutions.

Political uncertainty, along with deficient state evenues, budget rigidity and corruption:

Of particular concern are the low tax burden (oh#éhe lowest among the countries in Latin
America), the low implementation of agreed couraergunds and the recurrent gridlock
between the executive and legislative branchesthedack of &spacios presupuestarios
related to both EU funds and national contributiors that context it should be noted that
approximately 90% of the budget is pre-allocatewileg only 10% for new policy initiatives.
These two elements could impact the timely andyfulinplementation of bilateral
programmes, as well as the implementation of treogistion Agreement between the EU and
CA. Corruption and non compliance with rules addsther dimension as is often related to
the inefficiency of the state's budget managemtet,high rotation of civil servants, weak
implementing capacity and law enforcement, scamsantial resources, the opposition of
political groups in the Congress and consideratflagénce of the business sector into political
and economic decisions.

Government's weak implementation capacityboth of national policies as well as of
international aid mainly due to the high rotatidnstaff within the civil service which affect
directly efficiency within the public administratioand a proper implementation of public
policies.

Vulnerability to global shocks: According to the IMF, the economic outlook in th& will

continue to dominate Guatemalan growth trends k2216, as it is Guatemala’s main export
market (38% in 2011) and source of remittanceswdl (US$4.0bn in 2011). This means that
a slowdown in the global economy will lower theanmes of the poor disproportionately in an
environment when many households have depletedgaeings to cope with previous shocks.
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» Rising international food prices: The volatility of food prices and vulnerability troughts
or flooding that compromise the crops, lead to aelopossibility for people to cope with
hunger and poverty, and could aggravate Guatensiaady high levels of malnutrition.

« High vulnerability to natural disasters. Guatemala is the"5most vulnerable country in the
world to natural disasters (floods, hurricanes aadhquakes), and population growth and
development inequalities have put pressure on alat@sources further enhancing this
vulnerability. Major climatic and seismic disastdrave a significant economic and fiscal
impact, as the Government must divert funding tppsut emergency efforts, reducing
allocations for other programs.

To mitigate these risks the EU will use all instents at its disposal. Indicatively with its coopina
programs the EU supports the Government's "ZerogkitinPlan, the mandate of the International
Commission against Impunity in Guatemala (CICIGY @he efforts of the country to increase its
preparedness and disaster risk reduction througtDIRECHO programs. Furthermore, through its
thematic lines the EU aims at enhancing the rolewif society and local governments to mitigate th
risks. In terms of financial monitoring, the EU hasvhole system of ex-ante, on-going and ex-post
controls of the implementation of the funds. Ladt fiot least, to address the political risks thevill
resort to policy and political dialogue.

9. Monitoring and reporting

In terms of monitoring this Joint EU Member Stat&stegy to Guatemala’'s overall developmenmg
levels of indicatorswill be tracked.

Firstly, the EU will monitornationally generated indicatorswith SEGEPLAN. In particular, the
Pacts foresee a number of concrete results whitttalldw EU partners to monitor progress towards
achieving the Government's priorities. Indicativetyain indicators related to the EU intervention
areas are summarized in the table below. Thesebwitefined for the multi-donor intervention areas
as part of the implementation of the EU-MS roadmaoint programming.

Secondly, reference will also be made to long tprogress througlnternationally widely used
indicators, including

- Millennium Development Goals

- Human Development Index

- GNI per capita

- Taxto GDP ratio

- Gini Index

- Poverty rate

- Life expectancy

- Public Expenditure and Financial Accountability B2 assessments

- The World Bank’s Country Policy and Institutionaggessment (CPIA)

- The World Bank’s “Doing Business” report

- Transparency International’s Corruption Perceptiatex (CPI)

Relevant aid effectiveness indicators, drawn fromrhonitoring framework of the Global Partnership
for Effective Development Cooperation (once agiiegernationally)

European partners will aim to support the estabieft of an effective monitoring framework for
tracking Government results as well as the workthef National Institute of Statistics and the
Development Assistance Database (or equivalerigliver the necessary data.

Table 2. Indicators for follow up of progress in Bullti-donor intervention arefs

6 The indicators marked with * are indicators the [atners will use for monitoring progress but thi not specifically mentioned in the
Government's strategic priorities 2012-2016.
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EU strategic priority Intervention Pact or policy Main indicators
Area
Reduce food insecurity Food Security Zero Hunger Infant and maternal mortality rates
focused on tackling chronic Chronic malnutrition rates
malnutrition Caloric consumption figures
Family income
Improve human security bySecurity, Justice Security, Justice, andNumber of homicides
strengthening the justiceand Peace peace Number of delinquent acts
and security system and Number of delinquent acts carried
supporting violence out by youth
prevention policies, with an Number of cases before justice |of
emphasis on the upholding women in rural areas
of human rights Number of cases of domestic
violence*
Prevent, reduce and Number of violent conflicts*
contribute to the peaceful
resolution of violent social
conflicts
Improve the trade andEconomic Fiscal and % of informal employment
competitiveness climatedevelopment and Competitiveness Pact | Fiscal revenues as % of GDP
with an emphasis on profiscal reform GDP in poorest departments*
poor growth and

employment creation, an

d

promote a fair, transparent

and predictable

environment  for  doing

business

Improve the access andeducation Education policies A national unit at the Ministry o
successful completion of Education  responsible  for
quality formal and nont comprehensive reform of secondg

formal secondary educatid
by the Guatemalan yout
and particularly by those i

rural and indigenous areas.

o =

education has been established
is working.

f
a

ary
and

A national flexible curriculum fo
upper secondary schooling (gragd
10, 11 and 12) that includes
technical-vocational orientation arn
citizenship education.

es

A new pre- and in-service teach
training strategy aligned with th
transformations is envisaged

er

Provide a sustainable bag
for rural development an
improve the adaptation arn
resilience capacity of th
rural population with regar

to the challenges of climate

change

siEnvironment  and
dadaptation tQ
ctlimate change
e
]

Environmental policies

Level of Contamination of Surfag
Water Resources

Level of Agricultural Production
resilient to Climate Change

Number and Quality of Ecosyste
Services offered

m
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1. Country context

Guatemala is a multiethnic, multicultural and mmgual country with considerable economic
potential. However, the country is still a postafiict country that finds itself in the phase ofiloing

a fully democratic state based on the rule of Rwring nearly four decades, beginning in the 1960°s
the country suffered an internal armed conflictrabterized by massive human rights violations. The
war resulted in 200 000 deaths and some 83 peroferittims were of indigenous/Mayan descént
As noted by the Commission for Historical Clarifion, Guatemala has a long history of social,
political and economic exclusion, shaped by thentgis colonial past and maintained since
proclamation of independence in 188 Democratic experiences are limited to the lasy@ars. The
only earlier exception was the 10 years of a deatacopening between 1944 and 1954 which came
to an abrupt end through the right-wing coup in4.9he current Constitution from 1985 established
a democratic political system.

Guatemala is multicultural and multi-ethnic. Indigels people are approximately half of the
population and twenty-four languages are spokenléMgenerally considered to be a middle-income
country, there are dramatic differences in incorsériution. Wealth is highly concentrated in urban
centres. Even though a middle class is now largan before, economic resources are still highly
concentrated to rather few powerful economic sectdhe rural areas (where the majority of the
indigenous people live) maintain a high dependeacesustainable agriculture and are highly
vulnerable to degraded land and natural disagBeratemala ranks 133rdn the Human Development
Index. Only Haiti has lower social indicators irethatin America and Caribbean regirifferences
between the areas where the majority of the indigeipeople live and other areas are substantial.

The Peace Accords signed in 1996 between the gmesinof Guatemala and the Guatemalan
National Revolutionary Unity (URNG), emphasised dematisation and the need to implement
measures in order to counter the historical disodton of indigenous peoples, as well as
strengthening state institutions, in particularjtreice sector. Momentum for the implementatiasw
noticeably diminished in 1999, when a package aistitutional reforms was voted down in a
referendum. Several of the Peace Accords still nedae fully implemented. It should be noted that
the 2005 framework Law on the Peace Accords (DesBe2005) elevates the Peace Agreements to
State commitments.

Nevertheless, some progress has been made. Sgoeeahmental institutions have been transformed
and/or reengineered, and new laws have been drafictépproved. At the same time, the country and
its institutions of the justice sector have bedeciéd by rising and very violent criminal networks
(mainly on the basis of the illegal drug businessyvell as violent gangs. The criminal networksehav
penetrated both the state and parts of privatebssi

1.1. Economic profile and growth outlook

Guatemala is the largest economy in Central Amenith a GDP of US$46.9 billion (2011). A
moderate long-term rate of economic growth of 38ent between 2001 and 2011, has translated
into a GNI per capita of US$2,741 (2010). Howeveatgmala is one of the most unequal countries in
Latin America. Chronic malnutrition among childrender five years of age reached 49.8 percent
(2008/09), and is particularly pervasive amongdedus population, who represents half the nation’s
14 million inhabitant€® Wealth is concentrated in urban centres, and therdarge differences in the

" Report of the comission for historical clarificati— "Guatemala: Memory of Silence”.
8 Jbidem
19 http://hdrstats.undp.org/en/countries/profiles/Givhl
IBRD and IFC country partnership strategy for thepBblic of Guatemala for the period FY 2013-2016g#ést 17, 2012, page 1,
paragraph 2.



GDP/capita among departmefitsEven though a middle class is now larger thamreefeconomic
resources are highly concentrated in few econoergttoss. The rates of internal demand growth have
been limited, with an average annual increase 15%. over the last 10 yeafs Around 21% of the
active population is unemployed and estimates ohemically active population in the informal
sector range from 64% to 75%b

Guatemala has one of the lowest tax revenues imeitien, and the lowest per capita spending on
social sectord! Tax collection is still far from reaching the 1%&DP target agreed in the 1996
Peace Accords and is far lower than the 19.2 pet @ecrage for all of Latin America. In 2012 the
country’s tax burden level remained at 11.1% (taxenues/GDP ratio), nearly the same as in
2011(11.2%). Overall tax collection mostly relies WAT from imports and customs taxes. Since the
country is moving towards trade integration witttie region, its weight is likely to decline.

At macro-economic level, Guatemala’s economic perémce has been solid since the 2008-2009
global financial crisi®. This is in line with the figures released by Gamala’s Central Bank
(BANGUAT) which show that economic activity acaeled to 4.2% in 2011 and then slowed down
to 3% in 2012. The IMF expects growth to incredsghly to 3.5% in 2013 and 2014 boosted by
continuous domestic demand and strong private secdit.

Fiscal policy remains prudent. According to the Miry of Finance (MINFIN), the fiscal deficit
declined to 2.4% percent of GDP in 2012, down fi28% in 2011. Fiscal consolidation was driven
by a cut in public spending. In addition, financiingm external sources became more important. The
Government successfully issued US$ 700 million efoBonds in the international market in February
2013. The MINFIN projects a central government @deff 2.2% for 2013 which is in line with the
IMF's projection (2%1%).

Although the government debt-to-GDP ratio is rekdii low (about 24% of GDP), it has been steadily
increasing since 2008. However, the debt-to govenminrevenue ratio is very high at 221%.
Stabilizing this ratio at its current level woulelquire a permanent improvement in the primary fisca
balance of about 0.75 - 1% of GDP. This emphadizesmportance of raising government revenues
which is essential not only to achieve long-terscdil sustainability and maintain macro stabilityt b
also to allow higher levels of government spendarg social programs (health and education),
infrastructure, and security, which are all crititaboost competitiveness and growth.

High world food and oil prices pushed up inflation Guatemala to 6.2% in 2011. In 2012, as
commodity prices stabilized and domestic demangdspires weakened, inflation slowed, closing at
3.4%.By June 2013 inflation had reached 4.79%, wigavithin the Central Bank's target of 4.0% +/-

1%, although it recognizes that there are still soisks for inflation to rise.

The global economy in 2012 was characterized bynaptex and unstable situation, due to the fragile
economic situation in Europe and the impact on W8 economy, which caused a slowdown in
Guatemala’s foreign trade. Total trade (exports amgorts) amounted to US$ 25,945 million and
decreased barely (-0.2%) from 2011. This was cabged 3.9% reduction in exports and a 2.3%
increase in imports. The fall of exports is expdgirby a decrease in the value of exports of stones,
precious & semiprecious metals, coffee and naturbber which was only partially offset by an
increase in the value of sugar exports. While tmallsincrease in imports was mainly due to an
increase in imports of consumer and capital goods.

2L As an example, the Department of Huehuetenanga I@@P/cap of 4113 GTQ in 2010, as compared to4D8ETQ in Quetzaltenango

or 29,869 GTQ in Guatemala Metropolitan region. Redional de Grupo gestores, 2012. Estudio El Coiménterno de Guatemala, p. 22.
2 Red Nacional de Grupo gestores, 2012. EstudicoBieZcio Interno de Guatemala, p. 4.

Z*Estudio de opinidn publica sobre trabajo decergegnomia informal," ASIES, 2012; and Red NaciateaGrupo gestores, 2012. Estudio
El Comercio Interno de Guatemala

24 IBRD and IFC country partnership strategy for the Republic of Guatemala for the period FY 2013-2016, August 17, 2012,page 5,
paragraph 14.

25 According to the IMF’s latest Article IV consultati report published in August 2013.



The current account deficit declined from almost @tcent of GDP in 2011 to just below 3 percent
in 2012, as lower prices for traditional export giwots were more than offset by a strong recovery in
remittances from the U.S. Increasing Foreign Diteeestment, as well as official and private cdpita
inflows, more than financed this deficit. Thus, theerall balance of payments posted a surplus (1.0
percent of GDP) and net international reserveshezhdJS$ 6.2 billion at the end of 2012 (about 4
months of imports). By May 2013 both exports anghamts show a positive trend compared to the
same month of 2012 (+2.2% and +4.7% respectively) .

According to the Bank of Guatemala, Foreign Difdestestment reached a record US$ 1,206.6 m in
2012, thanks to investments in sectors such as minmg, agriculture, finance, commerce and
manufacturing. The main investors that year in &uala were the United States, Colombia, Russia
and the European Union (particularly the UK, Spaid Germany).

The Government’s commitment to enhancing competiss — encapsulated in its 2012-21 National
Competitiveness Agenda — seeks to further increash investment, including the identification of
priority target markets for commercial expansion.

More support is needed for the SME sector to assitepreneurs in establishing businesses, to
provide a transparent, predictable environment ficlv they can operate, and to support them in
gaining internationally recognised quality certiiions and accessing export markets. As regards big
business, corporate social responsibility needsetprioritised to ensure that regulations are esir
and those large companies respect the law in awgdsas labour rights, taxation and environmental
standards.

1.2. Country Capacities

Guatemala is a democratic state with formal instins, free and fair elections and a plurality of
political parties. At the same time, it is stilcauntry in transition. The Peace Accords that erttied
thirty-six-year internal armed conflict were sign&d years ago. Since then, successive governments
have made efforts to consolidate democracy and-biatding.

While there have been advances to strengthen Gaktsngovernance, the country still ranks below
the global average for all six World Bank Goverranndicators. In particular, with a percentile

ranking of 28% on the 2011 Government Effectivenesiicator — which measures the quality of

public sector government - Guatemala has one dbthest scores in Latin Amerita

Public administration is characterized by a typigabils system with a high turnover and a lack of
continuity in key institutions (such as the Supre@uairt of Justice) due to constitutional provisions

An underdeveloped civil service and poor interitniibnal coordination contribute to a lagging

implementation capacity. Guatemala also featuregak political party system with fluid allegiance

in Congress, hampering effective law-making. Iniaold, the State has limited control over the
territory and a porous border control due to aneiasing threat of organized crime.

The State's overall financial capacities are lithiteith insufficient revenues to fund public podsi
and limitations to public spending (around 90 % afnual State budget pre-determined by
constitutional provisions). In addition, Guatemfaees a serious corruption problem. Guatemala ranks
113 out of 176 countries on the 2012 Corruptionc®gtion Index of Transparency Internatihal
According toAccién CiudadangdGuatemala's Transparency International chapteg)country's low
score is partly the result of the state's incagdoitdevelop a coherent policy of transparency tand

% This World Bank aggregate indicator captures gaioes of the quality of public services, the qyatif the civil service and the degree of
its independence from political pressures, theityual policy formulation and implementation, arieetcredibility of the government's
commitment to such policies. Guatemala rank8dfghe 20 most populated Latin American countriéferld Bank Worldwide Governance
Indicators: http://info.worldbank.org/governance/wgi/mc_chap#

27 This index measures the perceived levels of puglator corruption in countries worldwide (basederpert opinion countries are scored
from O -highly corrupt- to 100 -very clean.



fight corruption. This trend started to be reventgth the approval of the Law on lllicit Enrichment
(Ley contra el Enriquecimiento llicitan 2012 and could be improved even further with approval
of the Bank Secrecy ActLéy del Secreto Bancapioand the other laws aiming at improving
transparency and quality of public spending.

These institutional weaknesses are reflected inlohe trust that citizens place in their State.
Guatemalan citizens have the most negative peorepdf the degree of State efficiency and
transparency of all Latin American countries, dialjowed by Dominican Repub/i&

With regard to institutional capacities at tlogal level the legal framework on decentralizatiihe
National Law on Decentralization, the law on Urbamd Rural Development Counciend the
Municipal Code), adopted in 2002 and partially refed in 2010, reaffirms the importance of
municipalities as promoters of local developmerggutates municipal autonomy and creates
mechanisms for citizen participation in definingabdevelopment policiés However, municipalities
tend to have weak implementation capacities anengdly lack sufficient resources to fulfil theirleo
Only 10% of the state budget is transferred to wipalities® and their own revenue generating
capacities are low. According to the latest avéddigures, 73% of municipalities collect less than
GTQ 95 — or €10 - per capita per y&afhis contributes to a disconnect between thereanid the
local level, impairing the implementation of natidiy agreed policies and plans.

Guatemala has over 2,500 Non-Governmental OrgamiEa{NGOs), more than 23,000 community-
based organizations, several foundations and i@s@astitutes, religious organizations and a number
of well-established professional organizatfén&uatemalarcivil society is not homogenous, with
ideological divisions common throughout differeat®rs and relatively few organizations possessing
solid institutional structures. The indigenous aedsant movements are numerically strong, but their
voice is not always well represented at politieatdl and more work is needed to safeguard their
rights. Trade unions are particularly weak andd#vdi, except for certain public service unions sagh
those serving the education and health sectorswbn@en's movement occupies an important position
and their lobby has won considerable legal advaonasomen's rights.

Despite that fact that the country possesses dvediaprogressive legal framework on civil society
participation in public policy making, there areatthnges to meaningful participation, such as
limitations in the functioning and selection of figipants to the development councils, the mainly
sectoral and sometimes ad hoc character of statesaciety dialogue and the lack of tangible résul

of these dialogue mechanisms to date. It also dhbelnoted that, since early 2012 international
cooperation to civil society human rights orgarizeg has been criticized by some conservative and
right-wing journalists and columnists

1.3. Poverty, inequality and social protection

Guatemala ranks 133rd out of 187 countries on 02 Human Development Index. Theverty
rate is estimated at 54 % of which 13% is consideretleexe poverty. Poverty in Guatemala is
mostly indigenous and rural (72%) in a country vehlealf of the population lives in rural aréas

Changes in poverty levels in the last decade weoelenate. Between 2000 and 2006, poverty
decreased by five percentage points. This positieed reversed with poverty increasing almost 3
percentage points between 2006 and 2011, as tamdtional crisis affected economic growth in

28 | atinobarémetro, informe 2011, pp. 92kBtp://www.latinobarometro.org/latino/LAT Contenidjs®

2 Through the law on Urban and Rural Developmentr@itsi (Decreto 11-2002), Guatemala adopted a natisystem of citizen
participation and created Development Councilgatllof the community (approximately 8000 COCODES®)nicipality (334
COMUDES), department (22 CODEDES), region (8 COREDENd country (1 national development council).

30 Amounts are assigned according to the municigalitiumber of inhabitants and villages and theieggted revenue.

3L SEGEPLAN (2011) Ranking de la gestién municip&gnal, sostenibilidad financiera y gobernabiligaiGuatemala, afio 2010.
%2 Sanz Corella, Beatriz and Michel Falisse (2009)idis de mapeo de la sociedad civil en Guatemala.

33 World Bank data, 2010, indicates 51%. ECLAC foodduction trends (2010) mentions 44.1% as an etifoa 2009. ENCOVI
mentions 47% of total households of the country.




Guatemala. Extreme poverty declined slightly (frd8h% in 2000 and 2006 to about 13% in 2011),
with gains in both rural and urban areas. Howesrireme poverty is still widespread in rural areas,
where 80 % of the extreme poor fie

In recent decades Guatemala has made some pragréssquality measures. The Gini coefficient
for consumption inequality declined from 0.47 in0R0o 0.39 in 2011. The wealthiest 10 % of the
population had consumption levels more than 10 ditigher than the poorest 10%, which is a
marked improvement from the 18 times registereP08G°. However, the latest GINI index registers
0.56° (2006), one of the worst figures in Latin Ameriaghich proves that social inequality in
Guatemala is still acute.

Only 18% of the formally employed population is eoed by the nationalocial securitysystem and
this percentage includes mostly workers in the gtevsector. The legal minimum wage is
approximately $240 per month. Nation wide enforcemesmains an important challenge - the
medium wage is 9% lower than the legal minimum wagad despite the annual increase of the
minimum wage, it is only sufficient to cover 93%thé basic food baskét

The country’s levels ofood and nutritional insecurity are among the worst in the world. The
chronic malnutrition rate for children under 5 i8.4%4° the highest in the region and the fourth
highest globall§?. The most vulnerable groups are indigenous worgits, and boys living in rural
areazso. In parts of the western highlands for exantpe chronic malnutrition rate reaches more than
90%".

1.4. Accessto social services (health and education)

Over the last years, important advances have beleved in order to improve access to social
services. The most considerable improvement canotieed ineducation with access to primary
school being almost universal (primary enrolmeré ria 98%), with a completion rate which has
increased up to 78%.he gender gap in pre-primary, primary and basic ¢/cleows a decreasing
trend, but illiteracy is still very high (3498) The departments with the higher concentration of
illiteracy are Alta Verapaz, Huehuetenango and fiie all 3 departments with over 50% indigenous
populatiort?- which also register high indices of poverty.

The country still faces challenges regarding thedestit performance, coverage at secondary and
university level, and the quality of education, @hiis to be improved to correspond to Latin
American standards. Education in indigenous langsidg also an important challenge in terms of
both the quality of bilingual teachers and cover@ibe 4 main indigenous languages are covered for
only 50%). Public expenditure on the educationesysis estimated at 3.2 % of Gf5P

Despite improvements in theealth sector during the last years, the situation remelrallenging and
needs an appropriate response in order to fulljesehMDG’s 4 and 5. Guatemala still has tife 3
highest level of maternal mortality in Latin Amexi¢140 out of 100,000 wom#&j), with only one
third of births attended by the services of the istiy of Healt>. The country also has the second

34 World Bank (2012) IBRD and IFC Country Partners8ipategy for the Republic of Guatemala for théqueP013-2016.
35 World Bank (2012) IBRD and IFC Country Partners8ipategy for the Republic of Guatemala for théque2013-2016.
3 World Bank Statistics 2006

7 Instituto Nacional de Estadistica/2012

3 Encuesta Nacional de Salud Materno Infantil (ENSi& 2008-2009

¥ WFP- 2010

4 ENSMI 2008/2009

“'ENCOVI 2011

“2 The Total Ethnicity IndexlET — Indice de Etnicidad Totafor Huehuetenango is 0.57, for Quiche 0.89, ftta Aerapaz 0.90, Encovi
2011.

43 UNDP Human Development Reports 2011

4 Diagnostico Nacional de Salud, MSPAS, Marzo 2012

4 MSPAS. 2009. V Ensmi 2008/2009



highest child mortality rate in Latin America (32rpthousand live birthsf. As regards HIV/AIDS
prevalence, Guatemala také$@@ace in Latin America with rates up to 0.8 % amtime 15 to 24 age
groug”’. Resource allocation to the health sector in Guale is one of the lowest in Latin America
(2.5% of GDP).

Access to public health assistance is limited dwehe insufficient number of medical centres,
especially in rural areas. In general only thoséhvsufficient income to afford private healthcare
receive adequate medical attention. The adolegt&nt9 years) fertility rate is 107.2 births peegy
1000 womeri® In 2011 of the total births, 20% (49,231) were ségied in young girls age 10-19. Out
of these, 3,049 of the births were registered its dielow 14 years ofd which according to the
Guatemalan legislation is considered as sexuatna.

1.5. Security and Justice

Crime and violence have become the strongest dizitadp factor for Guatemala's political, socialdan
economic life.

The reform of Guatemala's security apparatus aingral justice system was an important objective
of the Peace Accords. In particular, the "Accordiun Strengthening of Civil Society and the Role of
the Army in a Democratic Society" acknowledged tha¢ of the greatest structural weaknesses of the
Guatemalan State was its justice system. The mostnkable achievements of this process were the
establishment of a new National Civilian Polideoljcia Nacional Civil — PN in 1997 and an
independent Attorney General's Office (MinisteRablico).

Since 2000 the security situation has indeed beéeaddy deteriorating. More then 57,000 were
murdered from 2001 through 2011, with the homiciale climbing from 28 per 100,000 persons in
2001 to a peak of 46 per 100,000 in 200950. Howetles trend may be slowly reversing. 2012

witnessed a slight improvement with 5632 murdefgiafly registered by the PNC, as compared to
5618 murders in 2011 and 5960 in 201051. This tieeml been confirmed in the first half of 2013.

Since January 2012, a year-on-year decrease imuheer rate from 44 to 33 per 100,000, equivalent
to a drop of 11%, has been registered52. Theraagdrity of crimes are carried out with firearms,

with 11 % resulting in the death of women (thereevé31 cases of "femicide" reported in 2012).

Despite positive results achieved in 2012, 2013rbgsstered a raise of social conflicb(flcitividad
socia). In this respect, the resort to "states of sie@@stado de sitlp or the softer version of
"prevention state"gstado de prevenciprin various municipalities of the country is a sm of
concern.

Guatemala's security apparatus and justice systerfiaeed by high levels of corruption, frequentfsta
turnover, patronage and the activities of clandestjroups also known aSuerpos lllegales vy
Aparatos Clandestinos de Securid6dIACS). Regarded as legacy of the internal arroedilict,
these groups are illicit structures that use vicéeto protect their political and financial intetesThey
have allegedly established links with state offgciat all levels, former and active members of the
security apparatus, the business community andnisgg criminal networks which are active, inter
alia, in smuggling activities. Recent studies healeulated that the cost related to insecurity anto
for 8% of the GDP, worth 6.7 billion USD.

In addition, the poor condition of the prison systdaced by overcrowding and increasing control of
inmates by criminal networks, is a source of criatity hindering the implementation of effective
social rehabilitation programmes.

46 The state of the worlds children 2012, UNICEF

4T UNAIDS data, 2010

“8 UNDESA 2011

49 Acceso Universal a los servicios de salud reprieh: 11 Julio, Dia mundial de la Poblacion, UMFSuatemala, 2012;
%0 carlos A. MendozaCentral American Business Intelligendd March 2012,

51 Ministerio Publico de Guatemala, 2012.

%2 Report from the Guatemalan humanitarian non-goewental organisation (NGO) Mutual Support Group (GAMay 2012.



These phenomena represent a major threat to ttsolgdetion of the Rule of Law and occur against
the backdrop of an increasing infiltration of dmedated criminal groups (with a dominating presence
of Mexican cartels) and a persistent violence eeléb youth gangsr(arag.

Despite existing legislation on key issues suchpasate security companies and arms and
ammunition, poor enforcement still represents astasbe to the control on approximately 120,000
private security officers (more then threefold #wize of the PNC) and over 1 million weapons
circulating in Guatemala, some 800,000 of whichiameegisteref3.

However, some progress has been achieved in thé digainst impunity. The slight decrease of
impunity rate (from 92 to 70%), mostly limited toet crime of homicide, has benefited from a closer
cooperation between the Attorney General's Offioe te Interior Ministry, the implementation of
new strategic investigation methods based on irdtion cross checking and pattern analysis, as well
as the establishment of an "analysis unit" withie Attorney General's Office.

In the fight against impunity, CICIG has playedraadtal role in supporting national authorities. The
last extension of its mandate until September 2@ill5ocus on an exit strategy designed to graduall

transfer capabilities and expertise to Guatematkdesvant counterparts (Attorney General's Office,
Interior Ministry and the Judiciary).

Of special concern to the EU are the attacks agafnfduman Rights Defenders, the phenomenon of
femicide and the attacks against trade unionigig@urnalists.

In terms of transitional justice, important progregas made with the ratification of the Rome Statut
of the ICC in January 2012 and the continuationthef main trials on genocide and crimes against
humanity committed by retired military and membefgaramilitary forces during the internal armed
conflic. However, the controversial annulment of the taighinst former de facto president Efrain
Rios Montt following the first instance ruling fgenocide and crimes against humanity, has brought
to light the fragility of the timid improvements the Guatemalan justice system and conflicts within
State institutions, namely the Supreme Court ofideisersus the Constitutional Court. The efforts
from powerful sectors to seek to have an impadhatrial also exposed the pre-existing fractures
within Guatemala's society, particularly betweenvedul economic elites and the indigenous rural
populations

1.6. Agriculture and Food Security

Agriculture accounts for 13% of GDP - or 22% if ibgisiness is includéd More than a third of the
population (38%) is employed in the agriculturattee®. Large-scale export-oriented production of
coffee, sugar, palm oil, cardamom etc. generaltjoisg well and generates good profits. But thagre
majority of farmers encounter huge problems to iserwith their small pieces of land or with their
very low wages (often below the minimum wage) asksrs in the large plantations of big land
owners.

Subsistence agriculture is the predominant agrticalltsystem in the country. Plots are often small,
have degraded soil and are located on slopes. &8y of land is adequate for agriculture, and 24%
of this still has severe limitations. Productivigwels are low (production of corn in 2009/2010 was
1.5% lower than in 2008) production is poorly diversified (mainly corn abéans).

Food and nutritional insecurity is endemic in Guadta and is the result of a series of structural
problems linked to the exclusion of the indigenqapulation, poor investments in health and

%8 CICIG, Informe “Armas y Municiones: Mercado LegaTlréfico llicito, 2010.

% These trials include the high profile files of geite against former military ruler Efrain Rios Mband the so called Dos Erres Massacre.
% At 2001 prices. Excludes paper and furniture petion. ECLAC food production trends (2010).

% The rural economically active population livingriiral areas represents 38. 1 % of the whole EAPMEC food production trends (2010)
" Encuesta Nacional Agropecuaria 2008



education, as well as in productive activities anklistorically high concentration of land ownership
(2% of the population owns more than 50% of thécatiural land®).

Poor households tend to survive on a poor diete hav unstable income, and live without food
reserves. Although Guatemala was the first countrylLatin America to enforce nutritional
fortification, deficiencies in vitamin A and iroratie persisted in children. Deficiencies cause areem
and affect the immune system of pregnant womenlead to under-weight and stunted children.
More than one third of children die before thédiihfbirthday as a result.

1.7. Environment

While Guatemala is recognised as a mega diversatrgol it is also thes™ most vulnerable country

in the world to natural disastéfsPopulation growth and development inequalitiesehput pressure
on natural resources and led to serious adversetgffuch as the degradation of soils and pollfon
water resources (lakes and rivers). In additioa,l#ltk of land use planning for agricultural adies
and urban construction has increased vulnerabilitydisasters.Disaster risk management is
coordinated by a specific national commission (C@&MRwhose presence in the field is very limited.
Guatemala risks becoming an emitter of Greenhous® is the next few years due to the pace of
deforestation and dependency on oil for energyipian.

Guatemala has a high environmental resource patéatiological tourism, biodiversity, archaeology,
forest resources, mineral resources and hydropeteer but extremely fragile forest resources. The
deforestation trend is particularly alarming due to the key role ofdsts in watershed and water
protection, water infiltration, and the preventiohlandslides and soil erositn Approximately one
third of the country is currently forested but thenual deforestation rate is estimated at 1.16%,
representing a net annual loss of 48,084 ha o&fpomeost of which occurs in the north of the coyntr
(Petén region) and the Atlantic area (Izabal re§forDeforestation is mainly caused by illegal
logging, clearance of land for subsistence agticaltand drug cartels setting up cattle farms @stsr

in areas of weak governance. The dependence of rpoalr households on wood fuel also remains
high. In 1999 wood fuel consumption represented 41 %ational energy consumption, of which only
2.4% was legally authoris&d A 2012 study shows that demand for wood fuel edsdts supply for
5.7 millions dry tonnes per yéar

32% of the Guatemalan territory belongs to theomati park system. However, the Government's
capacity to protect these areas is weak, as is dverall capacity to regulate exploitation of rratu
resources and to enforce environmental legislation.

A limited budget for environmental issuesremains a key constraint along with a lack of
implementation of existing policies, particulartythe areas of water, forest and soil conservatiod,
waste management. The regulatory framework is domest confusing (at least five laws or
regulations on water), inexistent (waste managementdifficult to implement (water and forestry).
Although the Ministry of Environment’s budget hasrieased since its creation in 2001, it remains one
of the most under-resourced ministries, receivinty ®.3% of the national budget in 2012. Inter-
institutional coordination also remains a significahallenge, especially in the water sector which
involves nineteen distinct institutions.

%8 Instituto Nacional de Estadistica, IV Censo Naglokgro-Pecuario, Agosto 2004.

* Megadiverse countries are those that presentighest biological diversity on Earth.

% According to 2011 World Risk Index.

51 Guatemala@uauhtlemallanjneans 'land of many trees' in Nahuatl language.

52 INAB, CONAP, Universidad del Valle de Guatemalslapa de Cobertura Forestal de Guatemala 2006 ynfidoaéde la Cobertura
Forestal 2001-2006", March 2011

53 perfil Ambiental de Guatemala, IARNA, URL, lIA (28).

5 Woodfuel Integrated Supply/Demand Overview MapplhAB, IARNA, PFN, UICN, FAO, Guatemala (March 22)1



1.8. Foreign policy and regional Integration

On foreign policy, as a non-permanent member of the UN Security €b(fior two years until 31
December 2013), President Perez Molina and the Bi¢tely engaged in projecting a new image for
Guatemala (MFA started by highlighting advanceghefgovernment in malnutrition and justice) and
the predominance of regional affairs in the curfergign policy.

One of the new government's first actions includbe accession to the Rome Statute of the
International Criminal Court (ICC), the request &mplying the Temporary Protection Status (TPS) to
Guatemalan migrants living in the United StatesxdH repeated soon after President Obama’s re-
election), and the decision to set the date fozfarendum on the question of referring Guatemala’s
long-standing territorial dispute with Belize tcethCJ (scheduled for 6 October 2013, but currently
suspended sine die). In the context of ongoingonaticoncerns about the proliferation of small arms
and light weapons, Guatemala continues to supffantt® towards a strong and robust Arms Trade
Treaty.

As regards post 2015 Agenda, Guatemala wants aatepehapter on access to justice and fight
against violence (gender-based and against ch)idren

During its Presidency of the UN Security Councilridg October 2012, Guatemala had an early
success when it successfully oversaw the extensfothe mandate of the UN mission to Haiti
(MINUSTAH), a priority issue. It also held two Op&ebates, on 1) Peace and Justice and the role of
the International Criminal Court, and 2) the impésmation of the UNSC Resolution 1325 on
"Women, Peace and Security". Hurricane Sandy mbarpostponement of the second debate, but the
UNSC adopted on 31 October a Presidential StateareWifomen, Peace and Security.

In addition, the Guatemalan government also lauth@reinternational debate on alternative ways to
tackle drug-trafficking. At the OAS Summit in Cagtma, the President successfully obtained an
agreement for the OAS to produce a report on hofadiitate further dialogue on these alternative

measures. The report was delivered in May 2013tlghioefore, the OAS General Assembly held in

Antigua in June 2013. As a follow-up to this iss@Gejatemala will host another summit on drugs in

2014,

According to Guatemala's proposal for alternativaysvto tackle drugs, measures would include:
compensation based on co-responsibility, estabbkstirof a regional criminal court, decriminalization

based on a clear legal regulation on producticamsit and consumption, and a stricter regime on
seizure of drugs. The issue is part of a wider extinbf Guatemala's fight against violence and
organised crime that has a regional dimension &atl will be tackled by the Central America's

Regional Security Strategy.

Guatemala is one of four key players in the Cemtrakrican (CA)regional integration processand
places this issue high on its agenda. It belongdl teegional integration organizations: SICA, SKC
CACJ, PARLACEN, and the CA-4 Border Control Agreermmend in 2009 agreed to fast-track
establishment of a customs union.

The regional integration agenda faces major chgdlersuch as the establishment of common customs
union procedures, the liberalisation of trade s®mwiand an adequate application of regional legal
frameworks for trade facilitation policies and ingional strengthening. The Association Agreement
(AA) with the EU was ratified in July 2013 although final entry into force has been delayed due to
objections to Gls.

In the 2012 Exterior Integrated Trade Political Ada, Guatemala confirms its relations with Central
American countries as a priority. Central Ameriepresents the second most important market for
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Guatemala's exports (29% in 201 lemonstrating the high level of interdependencthé areas of
trade and foreign direct investment.

Concerning other Latin American integration proesssGuatemala is actively supporting CELAC
(Community of Latin American and Caribbean Stat@s)iew of strengthening the mechanisms of
integration at the regional levels of LA and theriBlaean, notably with countries such as the
Dominican Republic, Cuba and Haiti. It also papates in the Organization of American States
(OAS), aiming at complementarity of the agendalsath regional initiatives.

Furthermore, Guatemala is an active participathénMERCOSUR, CAN, CARICOM and UNASUR
fora, and is a member of tiaco del Pacifict’. The Government is also exploring the possibiity
becoming part oPetrocaribe

As the USA represents the most important exportirggon (38% of exports in 2011), the CAFTA-
DR constitutes one of the most important traderimsénts for Guatemala. Depending on economic
developments in the USAuatemala should be able to benefit more from gneeanent and to make
better use of its export quotas.

2. Country Response and Development Priorities

2.1 Country Devel opment Priorities

A new Government took office in January 2012, lgdPbesident Otto Pérez Molina, a retired general
and the leader of the Patriotic ParBaftido Patriota - PB. The Government’s electoral promises
were set out in an “Agenda for Chang&ygénda del Camb)o Once in office, it translated these into
a Strategic Priorities document Prioridades Estratégicdscovering the 2012-16 period. This
document sets out five key priorities:

1. Democratic security and justicegguridad democratica y justigia

2. Competitive economic developmenieéarrollo econémico competitivo

3. Productive and social infrastructuief(aestructura productiva y socigl

4. Social developmentgésarrollo social

5. Sustainable rural developmeutegarrollo rural sostenible)

The Government structured these priorities intedlwperationadPacts(Pactos:

Zero Hunger (Pacto Hambre Zero)this pact aims to tackle malnutrition and imprdoed security,
focusing on the 50% of municipalities that suffesnfi the highest malnutrition rates. The Pact is
supported by a dedicated programme on family algui (Programa de Agricultura Familiar para

el Fortalecemiento de la Economia Campesina - PABRENd initiatives on water, sanitation and the
environment. It includes coverage of issues suclsogtal and gender equality and administrative
coordination and efficiency. Wider components degrated rural development are also addressed,
including access to clean water and electricity andport for sustainable small-scale agriculture.
Goals include reducing the prevalence of chronithatétion in children under five by 10% by the
end of 2015. A focus is also placed on the 100G demtween a woman's pregnancy and the child's
second birthday (Ventana de los 1000 dias). The8é dlays are considered crucial to give children a
healthy start at life. In September 2012, the Emti declared the Scaling Up Nutrition initiative
(SUN) of national interest and identified as thikolwing key steps: a) establish a specific programm
for identification, monitoring and treatment of malfrition cases; b) Promote adequate nutritional
practices: breastfeeding, supplementary feeding tzesl hygiene practices like hand washing; c)
Promotion of a multiple micronutrient supplemergatiprogramme. The direct components of the
Zero Hunger Plan are based on the SUN.

% SIECA data 2011.
56 political, economic and trade coordination platfdretween Asia and Pacific.
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Security, Justice and Peac€Pacto por la Seguridad, la Justicia y la PaZhis inter-institutional
pact, co-signed by the heads of the three Stateiens in May 2012, represents a comprehensive plan
to fight crime and improve security and the adntiaion of justice both at central and local. By
adopting an integrated approach tackling differdimhensions such as citizen's security, a more
inclusive and effective justice system, and soaial economic development, the pact aims at laying
down the foundations of a long-term state policyolhtiranscends single government's platforms.

Fiscal Reform and Competitiveness(Pacto Fiscal y de Competitividadunder this Pact, the
Government aims to increase state revenues byirfggliax evasion, improve the management of
public spending, and undertake a number of refotonstrengthen competiveness, improve the
business environment, increase employment oppdigsrand attract foreign investment. Improving
prospects for those working in the informal econpmiliich currently accounts for some 75% of the
workforce, will be a crucial challenge.

These Priorities and Pacts are proposed to bedhis for all international support. In addition the
Government released its “Agenda 2032, settingeolitoad vision for the country’s development path
for the next 20 years based on the prospects foodeaphic and economic development and a better
link between urban and rural development.

While an important basis for donors, the Governnaevelopment priorities do not currently cover all
challenges Guatemala is facing. They could be densil as the basis for ODA, but certainly they
should be complemented by development assistancg@oticy areas such as education and
environment, as well as by targeted interventiomstitengthen the capacities of local governmerds an
of civil society to contribute to public policy mialy and monitor policy implementation. Finally,

activities of various stakeholders contributing donflict resolution and dialogue should also be
considered.

2.2. Main progress

In order to enhance overailate implementation capacity the Government strengthened the role of
the Planning Secretariat attached to the Presid@rfiice (Secretaria de Planificacion — SEGEPLAN)
and developed a system of results-based managemnemin attempt to modernise the State, a
constitutional reform proposal was also launchezi$ing on improving transparency, strengthening
the independence of the justice system, and enfgpregicognition of the multi-ethnic and multilingual
character of the country.

With relation to the three pacts, full operatioration is still underway but some advances caradjre
be noted:

= Food Security and Agriculture.
The most notable results at an output level oZils® Hunger Plaare the following:

* In health more than 827,664 children under 5 yean® immunized and 4.6 million doses of
supplementary multiple micronutrients were distrdoli to children. More than 2 million
women between 15 and 49 years of age receivedirfofic acid supplements and 2.2 million
people were given access to basic health services.

* In education, 459,296 people registered for litgremurses, more than 131,302 parents were
trained in food security and in 2012 2.5 millioregprimary to primary school students took
part in school feeding programmes.

» As for agricultural programmes 1.3 million familiesiinerable to food insecurity received
food assistance and approximately 500 million tohanproved basic maize and bean seeds
were produced and distributed to small farmers. gitaén storage capacity of approximately
65,000 families was increased. Last year the R&pelension and Family Agriculture
Programmes provided for 600 rural agriculturalrtirag events.
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» To further improve budget planning, management exetution as well as the performance
and monitoring systems, the Ministry of Public Fioa — together with SESAN and
SEGEPLAN - developed a specific tool to identifydafollow up the implementation of
budget lines of the Zero Hunger Plan.

» Congress approved a measure to guarantee thaOffg Hidget for the Zero Hunger Plan
assignments is not transferred to other progranhsidget lines.

The rural development policapproved in 2008) was re-launched in May 2012 i#mglan was
presented in September 2013 to demonstrate ther@ueat's commitment to rural development. It is
based on two main pillars: promotion of smallhofdeconomy and of private investment in rural
areasThe Family Agriculture Programme (PAFFE( is the main programme in line with the Rural
Development Policy, and was launched in May 201f2e Tero Hunger Pact is supported by the
PAFFEC and initiatives on water, sanitation and ¢éhgironment. Wider components of integrated
rural development are also addressed, includingsacto clean water and electricity. In additior, th
national Agenda for Competitiveness (2012-2021)sm®rs promoting rural enterprises and value
chains as well as attracting investment in rurahar

= Security and Justice.The new Government has indentified security antigess the main priority
and has taken a number of measures which include:

* A successful request for the extension of the mnad the UN-backed International
Commission against Impunity in Guatemala (CICIG)luBeptember 2015.

» Actions to prevent violent social conflict and enba national dialogue, such as the
establishment of an early warning system the appaint of a Presidential Commissioner for
National Dialogue, charged with strengthening tlatidhal System of Permanent Dialogue.

e The appointment of a new Human Rights OmbudsmRrocfirador de los Derechos
Humano¥ The Ombudsman’s office now faces the challerafdsuilding up its credibility,
which has been relatively limited in the past.

* The establishment of a dedicated unit to deal dititrimination against indigenous people
within the Supreme Court of Justice.

* The establishment of Special Courts for Femicidd ather forms of violence against
womerf®,

* Adherence to the Rome Statute of the InternatiG@niahinal Court.

» Establishment of five multi-disciplinary task foscuerzas de targato tackle some of the
most alarming crimes including murder and femicide,well as two new military brigades
which operate in locations particularly affected drganised crime, predominantly drug and
human trafficking.

* Implementation of a new Directorate General of @math Investigation within the Interior
Ministry that will result in the creation of a spalized scientific investigative police.

Fiscal reform and competitiveness.Main measures that have been undertaken to improve
transparency, increase state revenues and imgreveotnpetitiveness and business climate include:

Approval of two laws that are the main pillars b&t2012 fiscal reforfit During the first
quarter of 2013 tax revenues were 7.9% higher tharamount collected in the same quarter
of 2012.

e Approval of the lllicit Enrichment Law (09/2012) téight corruption within public
administration. Main result so far has been itsulisive effect, since any official (public or
private) may be investigated and put on tfial

5 PAFFEC:Programa de Agricultura Familiar para el Fortaleciemto de la Economia Campesina

%8 |nforme Anual Circunstanciado 2011 — Memoria dbdras, Procuraduria de Derechos Humanos Guatemala.

% The Fiscal Modernization Law (Decree 10-20%% de Actualizacion Tributarjaand the Anti-Tax Evasion Law (Decree 04-2Q%%
Antievasion ).

" This law was part of the package of initiatived@2% and 4462 ) that aim to modify existing laws @mdreate new ones to promote
transparency and quality of public spending, whigs submitted to Congress by the Government in Ma@i12. The other elements of
these initiatives are still pending to be approved.
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* The Budget Availability CertificateGertificado de Disponibilidad Presupuestaria —CI)P
was included in the 2013 National Budget (artidevéhich is a positive measure aiming to
control unregistered arrears (floating debt).

e Creation of the Presidential Commission on Trarampey and Electronic Government —
COPRET (Comision Presidencial de Transparencia y Gobierniectonico —Acuerdo
Gubernativo 360-201)2 Under the coordination of this commission a camnfront to fight
corruption was established in March 2013 by anrimistitutional Agreement signed between
the Judiciary, the Public Prosecutor’s Office, Bugoreme Audit Institution and the Office of
the Attorney General.

« Signing of the Multilateral Convention on Mutual dhistrative Assistance in Tax Matters
(12/2012), which removed Guatemala from OECD's distyof countries that have not yet
substantially implemented the internationally agrtsex standard.

« Guatemala's membership as an associate counttyeo€onstruction Sector Transparency
Initiative (CoST), an international initiative prating transparency and accountability in
public infrastructure projects.

« Guatemala's acceptance as an Extractive Indudtrassparency initiative (EITI) candidate
country in March 2011, although a validation demellextension was requested until end
November 2013.

e« Launch of three important initiatives to increasempetitiveness and generate decent
employment opportunities, including the identifioat of priority target markets for
commercial expansion.

Progress has not only been limited to the thredsPaWith regards to the socigkctors, some
important advances include:

* Creation of a Social Development Ministry, in ctargith coordinating and institutionalising
the social protection system and the ongoing sc@ramme¥;

* Implementation of social programs to improve litgrand school attendance rates in urban
and rural areas;

» Design of strategies to increase the offer of bilial education and improve the teacher's
credentials;

* Implementation in various departments of a methoglplthat, in its pilot phase, reduced
maternal mortality and infant mortality resultingiih diarrhoea to zero;

* Reform of the labour policy to facilitate the ento§ informal economy workers into the
formal economy, create more decent jobs and coreparstrengthen the institutional
framework and adapt the legal framework

» Approval of a first national employment policy, aimtreased efforts to improve the social
dialogue with trade unions.

With regards to the environment, the Zero Hunget Recludes actions on forest conversation and the
National Forest Authority (INAB)72 has recently ledaated a strategy for sustainable production and
use of wood fuel for 2013-2022. Guatemala adopteNational Policy on Climate Change in
December 2009. A Climate Change Law73 has recémn passed. The country also has plans to
combat illegal logging, implement various reforéista schemes, and adopted a Water Policy. With
the support of international donors, the Governntextt elaborated a Multi Annual Sector Plan for
Water and Environment (PSMAA 2010-2013). Guatemiadess committed to strongly promote
hydroelectricity production and to reduce its dejmicte on oil, currently the source for almost bélf
the country’s electricity.

" The previous Government carried out a substaowiaihaul of the social protection system in 2008ating four new programs, all with
unlimited durationMi Familia Progresa, Comedores Solidarios, Bolséidaoia, andEscuelas Abiertadn 2010, these programs reached
47% of the population living in extreme poverty ¥4 3f total population). In 2007, tierograma Econ6mico del Adulto Maybad also
been created, followed by the introduction of aeysof welfare pensions.

2 INAB: Instituto Nacional de Bosques. Autonomouslypander the direction of the Ministry of Agricufeu

3 Ley Marco de Adaptacion Forzosa y Mitigacién Oatlg al Cambio Climatico.
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Overall, major progress registered so far conceheslegislative framework and changes in the
institutional set up. It would be vital that theadvances be complemented with an enhanced
implementation capacity of the State at national lacal level, a deciding factor to deliver coneret
changes on the ground.

3. Perspectives of other stakeholders

For the preparation of this EU-MS Joint Strategypand of consultations was held in October and
November 2012 with the following actors: Congraaggrnational financial institutions, UN system,
donors, civil society organizations and privatet@ecTheir views - which are set out below - have
helped to shape the overall document.

Congresswelcomes the joint European strategy and would fikincreasingly engage with European
donors as well as to see them support the legislatiocess. European assistance is viewed as of
particular value in:

* Reinforcing the institutionalisation of the statelaf its implementation capacity. This is seen
as key to improving citizens’ access to basic mublbods, such as health and education,
particularly in rural areas.

e Tackling corruption and improving transparency.

« Strengthening the state capacity to maintain tdependence of the judiciary, to reform the
police system and to enhance the capacity of tbseleutor’s Office.

e Tackling social conflict and social exclusion, partarly among youth, women and the
indigenous population.

e Supporting employment creation.

* Sensitising the private sector to the role thay tten play in supporting the country’s social
and economic development.

e Capitalising on the Association Agreement with Eté

It was highlighted that all support should be adiéehon the achievement of sustainable results.

The International financial institutions, United Nations system and major donorgWorld Bank,
International Monetary Fund (IMF), Inter-Americarelopment Bank (IDB), Food and Agriculture
organization (FAO), United Nations Development Pangme (UNDP), World Food Programme
(WFP), World Health Organization (WHO), United ®&mtAgency for International Development
(USAID)) stressed the need to:
» Strengthen the institutional and implementation ac#y of the state trough technical
cooperation at central or local level, in ordeebtsure a better management of donated funds.
e Improve donor cooperation.

Most of these entities have a current strategyusr ipitiated a new one, with duration between two
and five years, with intervention areas mostly radig) with government priorities (rural development,
food security, health, education, justice and sgcuwlimate change and environment).

Emerging donors(Brazil, Chile, Cuba, South Korea, Mexico, Pemu &enezuela) identified various
issues of common concern as:
e Tackling poverty with the aim of making faster pregs towards the Millennium
Development Goals.
» Addressing social inequality and social conflict.
e Supporting the state in reducing impunity and echdn the capacity of the police and
judiciary.
¢ Addressing health, education and environmental&hges.
« Combating organised crime, with a major focus amgdrafficking.
« Enhancing national institutions, policy making,asoto promote continuity in state policies.
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These donors stressed the need to try to ensurexteanal support to the country is demand-driven.
They also highlighted the potential of working ttdwe with European donors through triangular
cooperation and welcomed the opportunity for inseglapolitical dialogue. The Emerging donors do
not have multi annual programs, and their workiisaled mainly to address the needs of individuals
(eg. housing for single mothers, eye surgeriepestliums and exchanges for students) and less on
processes. Some countries like Chile, Mexico andbr@bia support Guatemala in a series of
exchanges of civil servants mainly in the secwségtor.

Civil society highlighted the following issues:

* The key challenges in Guatemala today are seer gobernance, democratic participation,
social conflict, corruption, and transparency.

* The three national Pacts provide a welcome basiddeelopment but further work is needed
to define the specific activities that they wilckdée. They should also form the basis for the
drafting of a comprehensive national developmeategy.

e There is a need to reinforce the Government’s implgation capacity and the link between
policy and implementation, as well as better mairitp and evaluation systems with an
emphasis on the establishment of measurable imdgcaThe Government's intention to
establish a results-based management approadtrédte to be welcomed.

* A socially responsible private sector is important foster sustainable and equitable
development.

4. Consistency with EU Development Policy

The priorities put forward in the Government Pl&@12-2016, and the three pacts "Security, Justice

and Peace", "Fiscal and Competitiveness Pact" Zatb"Hunger", respond to a high degree with the
priorities in the EU Agenda for Change Communiaatio

The Agenda for Change has at its core the objecfiveradication of poverty and achievement of the
MDGs, underlining as essential conditions a seeargronment, good governance, respect of human
rights and rule of law. Each one of the pactsmoutes to tackling different aspects of theseassu

i) Human rights, democracy and other key elementsf@ood governance

The Security, Justice and Peace Pact addressesofulaw as a main priority, through the
strengthening of the judicial system, the decreagbe impunity levels, the fight against organized
crimes and the promotion of security for the indual. Its indicators are constructed based on the
security-development nexus, starting from the ag$iam that without promoting a culture of non-
violence human development is hampered, and bynelipg to the basic needs of the people — land
ownership, food security, access to education aalttih employment — the level of conflict will
decrease.

In the governments' pacts, human rights are predegd a cross cutting issue. The Government has
ratified most of the major human rights conventjoinas undertaken efforts to improve its human
rights record and is committed to redesign its humghts institutional system to increase its
efficiency. Through the approval of an integratacat development policy and the strengthening of
the existing national dialogue mechanisms, the @Guwent also aims to strike a balance between
economic priorities, respect for human rights, camity will and good environmental management,
which are key factors as presented in the EU AgdbdaChange in order to achieve sustainable
development.

The Fiscal and Competitiveness Pact focuses oniges#dttor management, tax policy and
administration and the fight against corruption. phority for the current administration, the
government already took certain actions to addilesse issues. However, adequate enforcement and
further measures to improve public finance managemél be required.
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Strengthening the links with civil society is a gty for the EU, and the pacts emphasize joint
responsibility between state authorities, civilisgcand private sector. The operationalisatiorthef
pacts currently mainly rests with the line minist;i but efforts are being undertaken to enhance
coordination or cooperation between all stakehslder

i) Inclusive and sustainable growth for human devipment

For the EU, the foundation of inclusive growth igsbd on access to social protection, health and
education systems. Though the current administrati@ware of the deficiencies of these systems in
Guatemala, as mentioned in the Government Plan-2018, the action lines do not all figure
prominently in the three pacts.

Strengthening of the business environment, theaciibm of foreign investment and the regional
integration are high on the national and regiog@&nala. The Fiscal and Competitiveness pact defines
measures for creating a favourable business emagohand promoting formal employment. In this
context the employment policy and the Competitigsndgenda aim to foster employability of the
workforce, develop competitive local private sestand address the problem of integration of the
informal economy which currently employs around 76%4he work force. This would allow for a
larger percentage of the population to be coveyed social scheme.

Within the Zero Hunger Pact, combating malnutritiand food insecurity is a priority for the

government, as well as providing access to drinkitlager and electricity. The policy for integrated
rural development contains actions directed to kreehle sustainable agriculture as well as
reforestation and forest conservation actions. Atsspite of a limited public budget for environmen

issues, it is expected that conservation of foirestational protected areas will remain importasit a
shown by recent international cooperation projeat&l the interest of Guatemala in ongoing
international debates concerning REDD+.

Besides these mitigation and adaptation action€litmate Change in agriculture and forestry, the
pacts do not include measures in other sectors asi¢ctansport and industrial processes. Concerning
the former, public transport is mostly a municipapital city competence while the latter has tosom
extent been addressed through a donor funded prbeator initiative (Guatemalan Centre for Greener
Productiol®).

Regarding green energy, investment in infrastrectar hydroelectric plants is foreseen to be stiypng
promoted under this government. Hydroelectricitgesatral in the energy policy adopted in 2007 and
in the current government agenda. The objective ieduce the dependence on oil which currently
produces nearly half of the country's electricifyhe change in the energy matrix sets out thata®22
the country should mostly rely on hydroelectric gowwlants and carbon, natural gas and biomass for
electricity production.

With regard to fundamental values, the documentsgward by the government mention liberty and
legality, universality and equity, solidarity anelconciliation, corresponding to a large extenth® t
principles that are at the core of the Europearokini

Gender equality and multiculturalism — or culturalevance as defined by the government - are
treated as cross-cutting issues within the pagieciic measures are envisaged to promote women
empowerment and children rights. With regards ®rights of indigenous peoples, the Government
proposed in its constitutional reform to enshrihe multi-ethnic, multicultural and multilingual
character of the nation, hence recognizing thetigeas peoples of indigenous nationals and their
related rights. Guatemala also undersigned the ddvention 169 on the right of consultation of
indigenous peoples. An important challenge for twerent Government will be to effectively
implement international standards and to ensuexifke consultations of communities that might be

74 Centro Guatemalteco de Produccién mas Limpia http://www.cgpl.org.gt/
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affected by development projects or the exploitatib natural resources. Environmental sustaingbilit
and climate change are mainly addressed in the Hengier Pact, which proposes concrete actions to
tackle these aspects. Finally, combating HIV/AIBSniainly address through the UN system in
coordination with the Health Ministry.

5. Performance Assessment and Monitoring
Reliable monitoring and performance assessmentinsraamajor challenge.

The 12Peace Accordsinclude several commitments, policy actions arrdeis to be achieved in
different areas such as health and education (5@¥&ase in budget expenditure between 1995 and
2000, 70% alphabetisation by 2000, 50% reductiorchilid and maternal mortality), housing (min
1.5% of fiscal revenue dedicated to housing), vooat training (min 200,000 workers before 2000),
judicial administration and security (increase irdget expenditure by 50% between 1995 and 2000,
min. 20 000 police officers by 2000, full demobdiion within 1 year), land distribution (min 100000

ha by 2000), increase of fiscal pressure to 12%n¢whinal GDP in 2002) and sustained economic
growth of minimum 6%.

Whereas most general commitments were not timedaunst indicators were to be achieved before
1999 and 2000 and full compliance lacked seriobslyind. In quantitative terms, most progress can
be noted in the increase in social expenditure revirethe areas of health, education and securéy t
State has complied since 1999 with the minimumciidirs of the Peace Accords. Other indicators
were only recently achieved (e.g. indicator on gmiofficers fulfilled by 2011), and some still have
still not been fulfilled to date (e.g. on housirg®r, economic growth or fiscal pressure).

It was not until August 2005 the Frame Law on tkad® Accords created the National Council on the
Fulfilment of the Peace Accords, in charge amongsers of monitoring compliance of the Accords.
Overall, however, monitoring of the Peace Accords heen weak.

Guatemala has made a commitment in relationMBDe5s. However, it lags behind on reaching a
number of these, notably those related to chrohitd analnutrition, child mortality and maternal
mortality, and has so far not been successful iplementing policies to achieve them within the
foreseen time limits.

With regard to the threPacts while some do contain specific targets i.e. aucéidn of 10% of
chronic malnutrition (Pacto Hambre 0), others oobntain indicative results such as increase of
enrolment rate in primary education or increaséel odgrowth of gross product per person employed,
although these have not been broken down into fipésigets.

Regarding Results Based Management (RBM), the Za8 Budget includes a definition of the
RBM approach applied to the budget and a list aficative targets for each of the three main
priorities established by the Government (the Zéuoger Pact; the Peace, Security and Justice Pact;
and the Fiscal and Competitiveness Pact). Also,eBowent institutions have been trained in the
Budget by Results methodology and on the operdtionalifications that have been made to the
management system (SIGES) and Integrated Accour@iygiem (SICOIN). This shows that the
authorities are working to establish a planninggdmiohg system based on priorities and results.
According to the latest IMF review data provisisrbroadly adequate for surveillance. The autharitie
have made improvements in the quality of statisincduding the production of quarterly national
accounts, and a revised methodology for estimatorgmercial credit flows and stock in the balance
of payments. The technical and financial capaciiethe National Statistic Institute (INE) needie
strengthened in order to ensure a more precise wbrkollection and treatment of statistical
information in different sectors. Ministries andhet national entities usually manage their own ,data
providing independent statistical reports, whick aot double-checked by the INE. Some essential
surveys are only performed every four or five yedos example this is the case of the National
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Survey on Living Conditions (ENCOVI 2006 and 201The government has recently submitted to
Congress an initiative to strengthen the instititstatistics.

6. Summary

Guatemala is a multi-ethnic, multicultural and rwgual country with considerable economic
potential. However, the country is still a post-tieh country that is building its phase of buildira

fully democratic state based on the rule of lawarEition to democracy started 28 years ago and the
36-year long internal armed conflict ended onlyygars ago. Several of the Peace Accords still need
to be fully implemented. It should be noted tha #8005 framework Law on the Peace Accords
(Decree 52-2005) elevates the Peace Agreementat® @mmitments.

The country has made progress since the signitigeoPeace Accords in 1996. Economic growth has
been stable at an aggregate level, with an avesbde?% in GDP growth per capita, and prudent
macroeconomic policies have kept public debt asdafi deficit manageable. Advances have been
made in the transition towards a more accompligtemocracy with free elections and democratic
change of power. Guatemala also gradually incredtsedocial expenditure over the last decade,
leading to progress toward achieving the Millennilavelopment Goals on indicators such as
primary education coverage. There has equally besgrtain reduction in extreme poverty as well as
some progress in reducing overall poverty.

Nevertheless, important challenges remain. Whitesickered to be a middle-income country there are
dramatic differences in income distribution betwearal and urban areas. Implementation of the
Peace Accords has been limited, the country hayetobvercome its history of structural exclusion
and the state faces major institutional, social acdnomic challenges to achieve an equitable and
inclusive society.

Key challenges to development in Guatemala today &) ensure human security, including

defending and developing the rule of law and endimngunity, B) fight against structural economic

and social inequality, and discrimination, C) guméea respect of human rights, in particular for the
indigenous people, and women and children, andoDjbat widespread poverty and malnutrition, in

particular in rural areas. Weak legal and institodl capacity of the state and the lack of peaceful
dispute resolution mechanisms constitute anottesr af challenge.

Guatemala's justice and security system continoesuffer from serious deficiencies, and organized
crime and violence are widespread. National homicates slightly dropped since November 2009,
but Guatemala still has the seventh highest homicade in the world. Of particular concern is the
high rate of femicides in Guatemala. However, thmber of homicide cases successfully brought to
justice increased over the last years, and thé téumpunity dropped from an estimated 92% to 70%.
Plans to prevent violence and crime and to impiixeereach, professionalism and independence of
both the police force and the judiciary as wellcastinued support to the work of the UN backed
International Commission against Impunity in Guaakan(CICIG) are central to cutting crime rates
and addressing the prevailing culture of impunity.

Social conflicts are frequent. Currently the gowveent has identified over 2000 social conflicts,rove
80 are considered of high intensity. Indicativalye Secretariat of Agrarian Affairs (SAA) registers
almost 1500 pending agrarian conflicts, affectinginty rural and indigenous areas. Violent protests
and a number of high impact conflicts resultingtie declaration of local States of Siege (Santa Cru
Barillas, San Rafael Las Flores) further increagpedssure on the Government to ensure the
establishment of effective consultation and mediatinechanisms to manage and resolve social
conflict at the local level.

Poverty, inequality and discrimination remain arpaortant challenge in Guatemalan society. The
country ranks 133rd on the 2012 Human Developmeaéx (out of 187 countries) and over half of
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the population (53.7%) live below the poverty th@s’. Indigenous peoples score significantly
lower on social indicators as compared to the moigenous population. Effective implementation of
programmes to improve the provision of health addcation services, especially in rural and
indigenous areas, is needed to ensure accessdl.fdihale is an urgent need to create more income
generating opportunities, in particular for the pdbe women and the young.

The country's levels of food insecurity are amontst highest in the world, with a chronic
malnutrition rate for children under 5 of almos&b@nd chronic malnutrition rates reaching over 90%
in certain areas in the western highlands.

Guatemala also features poor levels of environnhgmtatection and suffers from frequent natural
disasters and a high degree of vulnerability tmate change. Guatemala is the fifth most vulnerable
country in the world to natural disast&rsmainly due to the lack of planning of land use fo
agricultural activities and urban construction. BHapon growth and development inequalities have
also put pressure on natural resources and cotedlta the degradation of soils.

All these issues are compounded by a low levelesEémue mobilization and structural institutional
weaknesses that hamper the implementation of ptdieies. In 2011, Guatemala's tax burden was
10.9% of the GDP, one of the lowest levels in theleh In addition to enhancing national resource
mobilisation, main institutional challenges areatetl to: strengthening the civil service, improvihg
effectiveness of Congress, improving transparenuy tackling corruption, and strengthening the
linkage between central policy setting and localise delivery. Enhancing the ability of the stéde

set and measure relevant social and economic bodscavill be instrumental in improving policy
setting and implementation and in introducing aulteshased management approach to the public
sector.

The current Government has declared that reformseguired, and has stepped up its response efforts
to address the above challenges through the petgenof a reform agenda. Its “Strategic Priorities
2012 - 2016” document identifies five priorities: democratic security and justice; 2) competitive
economic development; 3) productive and socialastfucture; 4) social development; and 5)
sustainable rural development.

These priorities have been further detailed inglracts. The Security, Justice and Peace Pact@ims
address the high levels of violence and crime. Sfirsemeasures include the establishment of joint
police and military task forces to tackle crimesdahe approval of the Directorate-General of
Criminal Investigation to create a specializedestific investigative police.

The Zero Hunger Pact is the focal point for the &oment's social policy and chronic child
malnutrition. The Government recently approved gerational plan and protocol for impact
assessment. With regard to social developmenteateSocial Development Ministry and the creation
of a tri-partite Social and Economic Council - auk of sustained efforts of different sectors other
last years - to enhance multi-sectoral dialogudaaréable advances.

With regard to the Fiscal and Competitiveness Ramhgress has approved a limited fiscal reform that
includes a law on fiscal modernization and on am#ision. The Government also recently launched a
national competitiveness agenda (2012-2021). Twgomstate policies regarding education and
environmental protection are being implementedidatthe pacts.

In addition, the Government has pushed forwardautdeved the ratification of the Rome Statute of
the ICC as a clear sign of the importance of tlepeet of Human Rights. The administration was also
granted an extension of CICIG to enhance its fagiainst impunity and organised crime and created a

S ENCOVI 2011
6 World Risk Index 2011.
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series of institutions to tackle the issue of doeialusion and discrimination such as a Presidénti
Commissioner for National Dialogue and a Presi@é@ommissioner for Rural Development.

At a more operational level the Government hasihced a series of measures to enhance planning
and monitoring of the implementation of its pol&iand eventually of their impact. These include
management by results, the establishment of inde#rgets and specific budget allocations tolieac
such targets.

Conscious of the major effort required to succeeitsi reform process, the Government has requested
support to implement the reform agenda. On theshafsthis appeal, the EU and Member States are
committed to support the Government's efforts tiineeand resource their policies and plans, to
ensure effective implementation of the identifietbpities over the coming years, and to accompany
Guatemala to achieve its vision of the future. iz nd, the EU will maintain a regular political
dialogue with the Government and civil society ast@and will support the reform process through its
bilateral and regional cooperation instrumentsigndirect cooperation with organized civil sociaty
collaboration with other donors.
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ANNEX 2: EU-MS Joint Programming in Guatemala. A rcadmap

12 November 2013

1. Based on the Feasibility Assessment submittddQdn February 2012, Heads of Mission (HoM)
recommended moving forward with a joint programmaéxgrcise in Guatemala. In December 2012, a
draft joint analysis and strategy was submittecE@® headquarters and European capitals. In the
strategy, EU and MS underwrite the fundamentalgpies of joint programming. This roadmap sets
out the steps that will be undertaken to move tdwar fully coordinated EU response in Guatemala
as from 2017.

2. Currently, Germany, Spain, Sweden and the Elédzion maintain sizeable bilateral programmes
of support to the country. France, the UK and Itelgintain more modest portfolios, but do
nevertheless subscribe to the process of Joinr&roging. The Netherlands closed its direct bildtera
assistance but will continue to cover the countrgtar its regional programme.

3. During the finalization process of this drafinfostrategy in November 2013, EU and MS agreed to
formulate a 7 year strategy (2014-2020) - conttarthe initially planned 3 year strategy. A midner
review will take place in 2016 - following the eptof a new Government in 2016 — to enable
adjustments in programming for the period 2017-202@& EU and MS bilateral programming cycles
are shown in table 1 below.

4. The EU and MS agree to provide indicative allioce for the programming period. These amounts
are detailed in the joint EU-MS strategy.

5. In order to put into practice the joint stratégyGuatemala, EU and MS agree to the following two
principles:

a) A "division of labour" suggests that the EU avidmber States intervene in different 'sectors' or
areas in order not to overlap. However, in a cqulite Guatemala — where total development aid
accounts for 1% of GDP and relatively few Europdanors maintain sizeable programmes - positive
synergies could be created by joining efforts. €fme EU and MS will work in a spirit of
"coordination of labour".

b) Ultimately, through this exercise EU and MS dioncontribute to the country's development
priorities and results. A focus on development ltsstequires going beyond an approach along
sectors, the latter suggesting a merely adminigératision on development. Instead of a traditional
sector division, EU and MS therefore commit to cliate along the country’s development results
rather than along the traditional definition ofteecoordination.

6. To move joint programming forward — and to eesai fully coordinated EU response by 2017 —
EU and MS agree to undertake following actions:

1. Carry out goint analysis for each of the three areas of intervention tociwtseveral EU and MS
will contribute under the upcoming strategy: 1) &a®curity, 2) justice, peace and security and 3)
competitiveness. At the request of Germany, theaBtdl Member States will consider to include an
analysis on Education, being a key component of Geman Strategy. Having in mind the
importance of education, it may have implicatioos the three areas of intervention. The analyses
aim to systematize the existing knowledge baseathvances and in particular the intervention gaps
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in order to provide input to the identification pbssible EU intervention strategies. As part o§ thi
exercise, concrete development results will bengefifor each of the intervention areas.

The scope of these studies and the identificatfothe lead Agency or Delegation for each area of
intervention will be defined in December 2013. Bydef the first semester 2015 EU and MS aim to
have completed the analyses. Any analytical workaaly undertaken earlier will be taken into
account.

2. Based on the results of these analyses, dewglmipt intervention strategy and a coordinated
responsefor each of the areas, ensuring coherence andgiggeamong ongoing and upcoming EU
MS interventions. Interventions carried out by oth@in donors should also be taken into account.
This process will take place throughout 2014 and52@nd will be based on the results of the
analyses.

3. Implement all EU MS programmes in a coordinated manner. iBitiies will be explored to
implement a joint intervention as a demonstratiasedn one of the result areas.

4. Elaborateannually a joint report on advances in coordination and EU and MS corticshuThe
first report will cover the period of 2014.

5. Undertake amid term review in 2016. This mid term review will analyze proggasade in EU
coordination and joint programming, and will enabdeadjust the strategy to the development in
Guatemala including the plans of the upcoming Gowent that will take office in January 2016.
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Table 1. Programming cycles of EU and MS in Guatenta*

2007 | <<<< | 2012 | 2013| 2014 201 2016 2017 2018 2019 0202

Current Government

Joint EU-MS strategy (MTR in 2016)

Germany

Germany

Germany Germany

EU MIP 2007-2013

Sweden strategy 2008-2014

Spain MAP 2013-2017

(possibly MTR in 2016)

* Nota bene: The EU Delegation believes that if weant to achieve synchronisation as in Bolivia, an
important political dialogue would have to take plae at HQ and capital level.

Table 2. Timetable for coordination

2013 2014 2015 2016

Q1[ Q2] Q3] Q4 Q1 Q3 Q3 Q 1 Q2 @3 Q4 PRI Q2 [Q3 |Q4

I
L®)

Joint analysis

Joint intervention
strategies

Joint annual report | | | | | |

Coordinated
implementation

Coordinated
evaluations

Mid term review




ANNEX 3: Programming cycle

Programming Cycles in Guatemala

Present Government Term Successor Government Term

[ Lon o[ e o [ [ | on [ [
-
EU Donors Joint EU Strategy
IADB
Canada <<

UN <<

USA

World Bank

NB: Denmark, Finland, the Netherlands and the Usvjate support to Guatemala without maintaining datiid bilateral
portfolios for the country. Italy plans to resurtebilateral support for the country in the latteif of the First Joint Strategy
period.
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ﬂ Goal 6 Combat HIV/AIDS, malaria and other diseases B Goal 7 Ensure
environmental
sustainability
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Bl Goal s Develop a giobal
partnership for development

Guatemala : Degree of compliance with 2015 Targets of the
Millennium Development Goals

Telephone lines, Cellular subscribers and Internet users
{per 100 population}
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Targets and Indicators used to measure the degree
of compliance with the Goals

Indicator 1.1

Froportion of population living in extrems

Target 1.4 Halve
extreme poverty

Target ¥.C: Halve the proportion of people
without access to basic sanitation

Target 1.8: Achiewe decent
wark for all

Target 7.C: Halwe the proportion of
peaple
without access to drinking water

Target 1.C: Halve the propartion of
peaple who suffer from hunger

Cred N006_2008)

Target fi.B: Universal access
to treatment for HWIAIOS

Target 2.4 Universal access
|I1IZIIZI.IZI(2IZI1IZI:|tu:- primary schooling

A3 AC20100
Target 3.4 Himinate gender
dispanty in primary educ.

Target §.B: Universal access
to reproductive health

20107

;Em

Target 4.4 Reduce by two-thirds
the infant mortality rate

Target 4.4 Reduce by two-thinds REZ00E)

the under-five mortality rate

Target 3.4 BHiminate gender
dispanty in secondary educ.

Target 3.4 Himinate gender
dispanty in tertiary educ.

B Tanget 2015 Lac B Guatenala
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Latin  Lower-
FOYERTY and SOCIAL America middle- .
- - Developmentdiamond*
Guatemala & Carib. income
2010
Fopulation, mid-year gmmilicns? 14.4 RE3 2514 F —
Gl per capita s metiod LR 2,740 7033 16149 = ErpEmiancy
Gl fdeise metho Gia Aillismsf 394 4505 4,078 -
Average annual growth, Z004-10
Fopulation ##%F 2.5 12 15 el -
e G Gross
Labor Force psf 41 2.0 14 per. — | primary
Most recent estimate [latest year available, 2004-10) capita enroliment
Faderty @5 o moymesiicns St maditums mes ety dive ] . .
Urban population @7 o fovad mopmalstiof a0 T3 34
Life expectancy at birth feeaeci hl T4 ER 4
Infank morkalitg gree £ RRT e Sitff 256 12 A0
Child malnukrition @5 o chiianes wmmar & 13 3 25 Access toimproved water source
Access o an improved water source S o momedstion, a9z a4 ar
Literacy @5 o momelaiitns sge A T4 =l T
Gross primary enrollment £ of saboot e mpopuwistiat & 17 07 Guatemalz
Male na n3 1o Lower-middle-income
Female 114 115 104 I
KEY ECONOMIC RATIOS and LONG-TERM TRENDS
r r
1990 2000 2009 2010 Economicratios*
GOP fingt delbomsi 7.y 19.2 ey 4.2
Gross capital FormationdGOF 136 1r.a 124 4.7 Trade
Exports of goods and services{GOP 21.0 20.2 24.0 2.1 rags
Gross domestic zavings!GOP 9.8 a1 a8 38
Gross national savings!GOP 0.7 124 131 1249
Current aceount balance!GDF =38 54 0.0 2.0 Domestic Gapital
Interest paymentsiG0OF 15 1.0 18 15 =3 ir-_; - formation
Total debt/GOF vz 20.0 365 4.8
Total debt servicelerports 13.8 a4 13.2 1.3 J_
Fresent value of debt{GOP 29.4
Fresent walue of debtlerzpart= 6.5
Indebtednass
1990-00 2000-10 2009 " 2010 2010-14
[ S SFE ST et
GOF 42 3B 05 2.8 3.2 Guafemsals
GOF per capita 18 11 -4 0z 07 Lower-middle-income group
Exparts of goods and services E1 2.3 25 4.4 1249
STRUCTURE of the ECONOMY
r r
1990 2000 2009 2010 Growth of capital and GOF [%)
e e
Agriculture 125 1249
Industry 19.9 19.5
Flanufacturing 19.9 19.5
Sendices EY.T ET.E
Household final consumption expenditure i &34 gE.1 8649
General gow't final consumption expenditure EE T.a 0.2 0.3
Imports of goods and services 24.8 29.0 3.2 6.0
1990-00 2000-10 20007 2010
S G SR
Agriculture 2.8 2.4 a8 0.E
Industry 4.3 2.5 -2 07
Flanufacturing 2.8 2.8 -0.49 33
Sendices 47 414 1E 24
Household final consumption exspenditure 4z 4.0 -0 41
General gow't final consumption expenditure A1 34 14.3 .8
Gross capital Farmation E1 -0 BER 121
Imports of goods and services 9.2 21 -8.2 124

Maote: 2010 data are preliminary estimates.

Thizs kable was produced from the Development Economics LOE databaze.
® The diamands= show Four key indicators in the country [in bald] compared with itz income-group aserage. IF data are mis=ing, the diamond will

be incomplete.




Guatemala

PRICES and GOYERNMENT FINANCE

1990 2000 2009 2010 .
Inflat
fiomestic prices i nflation (%)
{5 ehangel :
Consumer prices 410 E0 E.1 54 =
Implizit GOF deflator 40.5 %] 34 5.0 i
Foyernment finance z
e EaTET Arebimes crinrem gramtey o4 | | ; ) ]
Current revenue 1.0 111 n: o o o7 o o -
Current budget balance 14 ] 0. N .
Owerall surplusfdeficit 18 -31 33 = st e
TRADE
i milions? 1990 2000 2003 2000 | p. 00 andimport levels (U S$ mill )
Total exparts [Fob) . . T.295 &,5EE 45 000
Coffes 323 A75 faz T4 2 000
Sugar 153 131 f0g Tav7 -
Manufactures . . 34916 4. R0E 2,000
Total imparts (&) 1670 5,924 n531 12,836 o0
Food . . 2752 3IET i
Fuel and energy 186 41 2,207 2475 2000
Capital goods 411 1461 2,104 2645 0
o4 05 05 O7 o8 08 10
Export price indey fw= AR5
Imiport price indey &5 A ST rn—— [ —
Terms of trade fwee= B
BALANCE of PAYTMENTS
(i milicsF 1330 2000 2009 200 Current account balance to GOF [%)
Euports of goods and services 1612 3862 3,220 0,782 2
Imparts of goods and services 1892 5,567 12,727 15,228 T
Fesource balance 280 -1,705 -3.507 -4 445 “ t t t t t t 1
o4 | (o5 | |es| |ov| [ee| o= [0
Met income -135 -210 111 200 =
Met current transfers 4 526 4820
Current account balance -293 -1,044 g 826 -+
Financing items [net] 394 1777 463 1503 "
Changes in net reserves 55 -reg -471 -ETT
Afemc-
Feszerves including gold fEdg miicmsf 29 181 4918 b.245
Conuersion rate (55 dneadd &l 45 T8 8z 21
EXTERNAL DEBT and RESOURCE FLOWS
Prv— 1990 2000 2003 2000 | oonosition of 2040 debt (USS mill)
Total debt cutstanding and disbursed 2,845 3,853 13,764 14,240
IERD 293 295 1112 1372 _ S
DA, 1] 1] 1] i] 51,585 A1.372
Total debt service 237 330 1654 1587
IEFRD 3 4 13 126 -
DA ] ] ] ] o
Compaosgition of net resource fows
Official grants B9 145 273 297 —
Oifficial creditars BT 4 539 E16 -
Frivate creditors -2 A2 -E24 38
Foreign direct investment [net inflows)] 44 230 E00 E3T F:8173
Fortfalio equity [net inflows) i} i} i} i}
‘warld Bank program
Commitments 30 b4 BT0 g5
Disburzements 16 &1 v 336 A- :Eil _ - E- igia
Frincipal repayments 5 12 T2 76 e e mutimea - = :r1-1=f
Met flows 1l 38 308 260 - e
Interest payments 3 21 4 51
Met transfers 3 17 ZE5 209
late: This table was produced from the Development Economics LOE database. H2anz
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