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UNITED STATCS INTERNATIONAL DEVELOPMENT COOPERATION AGENCY. 

AGENCY FOR INTE;RNATIONAL DEVELOPMENT 
WASHINGTON 0 C 21;'523 

THE ADMINISTRATOR 

PROJECT A UTHORIZA TION 

Name of Country: E1 Salvador 

Name of Project: Public Sector Employment 

Number of Project: 519-0?!\~ 

L Pursuant to Sections 103 and 106 of the Foreign Assistance Act of 1961, as 
amended, I hereby authorize the Public Sector Employment Project for El Salvador 
(the "Cooperating Countryll) involving pbnned obligations of not to exceed FiftEen 
Million United States Dollars ($15,000,000) in loan funds (ItLoanll) and One Hundrec and 
Twenty-five ThouSa.l1d United States Dollars ($125,000) in grant funds (IIGr2.nt") over a 
two year period from date of authorization, subject to the availability of funds in 
accordance with the A.r.D. aYE/allotment process, to help in fin.'lI1cing foreign excha:~ge 
and local currency costs for the project. 

2. The Project ("Project") will in the sho!'t term, increase employment and income 
opportunities for unemployed and underemployed laborers by financing a variety of 
labor-intensive subprojects in both rural and urban areas, and thereafter, help to 
institutionalize a system through which the Government of El Salvador can make 
optimal use of lebor-intensive public works/infrastructure projects to absorb surplus 
labor and increase incomes. 

3. The Project Agreement which mny be negotiated and executed by the oificer 
to whom such authority is delegated in accordance dth A.I.D. regul[1tions and Dt:>le:;-a­
tions of Authority shall be su~ject to the follo\"ing 'O'ssential terms and caven:::nts 'l:1d 
major conditions, together with such other terms and conditio:1S as A.I.D. may deem 
appropriate: 

a. Interest Rate and Terms of Repayment 

The Cooperating Country shall repay the Loan to A.I.D. in U.S. Dollars within 
twenty-five (25) years from the date of first disbursement of the Loan, inclucing 
a grace period of not to exceed ten (10) years. The Cooperating Country shall 
pay to A.I.D. in U.S. Dollars interest from the date of first disbursement of 
the Loan at the rate of (j) two percent (2%) per annum during the first ten (IO) 
years, and (ij) three percent (3°b) per annum thereafter, on the outstanding 
disbursed balance of the Loan and on any due and unpaid interest accrued 
thereon. 

b. Source Rnd Orir;in of Goods :md Services (Loan) 

Goods and services, except for ocean shi~ping financed by A.I.D. unde!' the Loan, 
shall have their source and origin in countries included in A.I.D. Geognphic 
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Code 941, or in countries that are members t)f the Central American Com mon 
Market, except as A.I.D. may otherwise agree in writing. Ocean shipping financed 
by A.I.D. under the Loan shull, except as A.I.D. may otherwise agree in writing, 
be fina.}ced only on flag vessels of the United States or of countries that are 
members of the Central American Common ~Iarket. 

c. Source and Origin and Services (Grant) 

Goods and services, except for ocean shipping, financed by A.I.D. under the 
Grant shall have their source and origin in the United States except as A.I.D. 
may otherwise agree in writing. Ocean shipping financed by A.I.D. under the 
Grant shall, except as A.I.D. may otherwise agree in writing, be financed only 
on flag vessels of the United States. 

d. Reimbursement of EXDenses . 

Upon compliance with the relevant Conditions Precedent, A.I.D. may disburse 
Loan or Grant funds as reimbursement for eli;;ib12 costs incurred on or after 
February IS, 1980, provked that evidence of such costs is furnished to A.J.D. in 
form and substance satisfactory to A.I.D. 

e. Conditions Prececent to First Disbursement (Grant and Loan) 

Prior to any disbursement, or the issnance of any commitment documents under 
the Project Agreement, the Cooperating Country shall furnish, in forr.1 and 
substance satisfactory to A.I.D.: 

(I) Evidence thRt a SDecial Resource Office has been este.blis!;ed \"ithin 
tIle l'.1inistry of Public ·Works 2n~ staffed in accordance with the terms 
jointly agreed upor by the Cooperating Country and A.!.D. 

(2) Evidence that the Eil1cr~ency Em~loymcnt Fund has Deen esta!)li"h2d 
within the Central Reserve Bank of El Salva cor and that a system e::ists 
to disburse funds from the Central Reserve Bunk to the individual imple­
menting agencies. 

f. . Condition Precedent to First Dist'ursement (Loan) 

Prior to any disbursement, or the issuance of d..!lj' commitment documents under 
the Project Agreement, the Cooperating Country shall furnisil in form and 
substance satisf.netory to A.I.D., a list of subprojects selected for ir.1p1~ment::!tion 
during the first three mo!"ths of the Project, 8.nd shall include a statement of 
the estimated cost of labor, materiE'~c; and equitlment, location of the subproj0cts, 
implementing agencies, estin • .1ted construction or execution time, and procec!ures 
for and frequency of expec ted field supervision and ins[",ections. 
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g. Condition Precedent to Disbursement for Reforestation, Soil Conservation 
and Water Reservoir Activities (Loan) 

Prior to any disbursement, or the issuance of any commitment documents under 
the Project Agreement to fine.nce 8ny reforestation, soil conservation or water 
reservoir subproject, the Cooperating Country sh.lll furnish in form and substance 
satisfactory to A.I.D. detailed implementation plans for such subprojects which 
shall include an analysis of the institutional support, materials, equipment and 
recurring cost requirements. 

h. Condition Precedent to Subseauent Disbursement (Lo:m) , -

Prior to any disbursement of Loan funds in excess of $10 mill:')n equivalent, the 
Cooperating Country sr.all fur:1is!1 in form and substance satisfactor·'.' to .\.I.D.~ 
a detailed list of sub9rojects 'shich meet the Subproject Selection Criteria e.greed 
to between the Cooperating Country nnd A.I.D. and which are proposed fo.' 
funding under Phase IT of the Project. The list shall include a statement of 
the estimated cost of labor, materials and equipment, location of the subprojects, 
mplementing agencies, and estimated construction or execution time. 

Covenants 

(I) The Cooperating Country shall covenant that prior to disbursement 
from the Emergency Employment Fund for any subproject activity: 

(a) The Special Resources Office will have certified that the 
subproject meets the Subproject Selection Criteria. 

(b) The Special Resources Office v:i1l have certified that the 
land upon r:hich 2..ny new facility, fi:1ar}(.:ed with A.I.D. funes, is to 
be constructed, is owned by t:,e Coogerating Country and that all 
Project activities finRnced with A.I.D. funds will be conducted on 
publicly owned p:,operty. 

(2) For all subprojects which Project consultants or the Special Re­
sources Office indicate might cause ~otentially significant environmental 
effects, the Cooperating Country will submit to A.I.D. the findings with 
regard to such effects-ahd Q'llain AJ.D. approval prior to the financing 
of any such subpr ject. /--- ./ 

!/ 
\ ' .... . <-

AdmmiStrator 

~tw - Dait 
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I. SUMMARY AND RECOMMENDATIONS 

A. Face Sheet 

B. Recommendations 

1. USAID/El Salvador recommends approval and authorization 
of a $15 million Loan and $125,000 Grant for a Public Sectcr Employment 
Program. At least $10 million of the Loan should be allotted at the 
time of Project Approva 1; the rema i ni ng $5 mi 11 i on can be all atted 1 a ter 
in FY 1980 or early FY 1981. The entire $125,000 of grant funds should 
be allotted at the time of Project approval. 

2. In order to proceed quickly with authorization of this Pro­
ject, USAID/El Salvador is recommending use of standard loan terms for which 
El Salvador is now eligible -- i.e., that the Loan be repaid to A.I.D. in 
United States Dollars within twenty-five years from the date of first loan 
disbursement, including a grace period of not to exceed ten years. and 
that the rate of i~terest be 2% during the grace period and 3% thereafter. 
Over the longer term, the Mission will request AID/W to review and deter­
mine whether El Salvador is eligible for AID's most concessional lending 
terms -- i.e., 40 years repayment period. 

3. Also, because of the emergency nature of this program and 
the need to have the greatest possible short-term impact, USAID/El Salvador 
recommends that it be authorized to reimburse the GOES for eligible sub­
project expenditures from the date the Special Resources Office is created 
rather than from the date of the Project Authorization. 

c. Borrower/Grantee 

The Ministry of Public Works (MPW) of El Salvador will be the 
Borrower/Grantee. The ~1PW wi 11 di sburse funds di rectly to the major 
implementing agencies within the MPW and the Ministry of Agriculture (MAG). 

D. Project Summary 

Thp. project is designed to respond to an immediate nppd to 
stimulate economic activity and restore public confidence and order. 
Its primary purpose is in the short-run to increase employment and income 
opportunities for un-and underemployed laborers throughout El Salvador. 
Its secondary, although longer-term, purpose is to institutionalize a 
system through which the Government of El Salvador (GOES) can make optimal 
use of labor-intensive public works projects to absorb surplus labor 
and increase incomes of the poor. In order to achieve these purposes, 
the Project \yill provide funds to establish an Emergency Employment Fund 
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which will finance a variety of small-scale public works sub-projects 
which meet specific selection criteria. Since the major objective is 
to create jobs as quickly as possible, the most important criteria are 
labor content and readiness for implementation. Other criteria include 
development priority, non-duplication of other donor or AID programs, 
socia-economic benefits, environmental benefits, and revenue producing 
and/or maintenance saving potential. 

The bulk of Project funds will be used to finance a variety 
of labor-intensive public works, including water supply and sewerage, 
street improvements, drainage structures, rural access roads, food 
storage facilities, reforestation, soil conservation, and rural water 
catchments. The allocation of Loan funds will be approximately 50-50 
between rural and urban areas. Almost all urban infrastructure sub­
projects will take place in marginal communities -- both because they 
have the greatest need and because they have a ready supply of un-and 
underemployed laborers. 

The remaining Project funds will be used to finance (1) local 
engineering consultants who will help a special project office within 
the Ministry of Public Works to implement the program; (2) spare parts 
to res~ore to oper~tion a number of r~inistry of Publ ic \oJorks and Ministry· 
of Agrlcultu:e "2hlcles; and (3) special consultants and training to help 
the GOES ~~fln2 the role of an expanded public works program in its long­
term employment strategy and to evaluate Project implementation. 

The following costs are projected over the life of the 
Project: 

FINANCIAL SUMMARY 
($OOOs) 

A. I.D. TOTAL 
Loan Grant GOES --

1. Emergenc~ EmQlo~ment Fund 
Urban Infrastructure Sub-Projects 7,800 1,027 8,827 
Rural Infrastructure Sub-Projects 3,700 941 4,641 
Land & Conservation Sub-Projects 3,100 532 3,632 

Sub-Total 14,600 2,500 17,100 

2. Design, r1anagement & Implementation 
Special Resources Office 200 650 850 
Spare Parts 200 200 
Implementing Agency Management 2,000 2,000 

Sub-Total 400 2,650 3,050 



-3-

A.loD. TOTAL 

3. Strengthening Public Works Sector 
Evaluation 
Technical Assistance & Training 

Sub-Total 

Loan Grant 

25 
100 
125 

GOES 

25 
100 
125 

TOT A L 15,000 125 5,150 20,275 

E. Summary Findings 

Although designed to respond in the short-term to urgent and 
immediate socio-economic and political problems in El Salvador, the 
Project is consistent with an overall USAID strategy to increase employment 
and income opportunities for the country's poor majority. All relevant 
analyses have been done, and the Project Committee has found the Project 
to be technically, financially, economically, and socially sound, and to 
be ready for implementation. All statutory requirements have been met. 

F. Project Issues 

The major remaining issues relate to the ability of the GOES 
to manage and coordinate such a program and the institutional capacity 
of the individual implementing agencies. Recognizing possibl~ institu­
tional shortcomings, the Project includes financing for five local 
consultants to the Special Resources Office which wili be responsible for 
the final selection of sub-projects, implementation monitoring, and the 
certification of completed work. It is expected that this supplemental 
support will be adequate to ensure timely implementation. If additional 
support is required, USAID and the GOES will jointly reprogram the Loan 
funds to provide the necessary support. 

G. Conditions and Covenants 

1. Conditions Precedent to First Disbursement 

Prior to the first disbursement under the Project, the GOES 
will, except as AID may otherwise agree in writing, furnish to AID in form 
and substance satisfactory to AID: 

(a) evidence that a Special Resources Office has been 
established within the t1inistry of Public Works and that it has been 
staffed as jointly agreed upon by the GOES and AID; and 

(b) evidence that the Emergency Employment Fund has been 
created within the Central Reserve Bank of El Salvador and that a system 
exists to disburse funds from it to the individual implementing agencies. 
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2. Condition Precedent to First Disbursement of Loan Funds 

Prior to the first disbursement of Loan funds under the 
Project, the GOES will ... furnish to AID ... a list of sub-projects 
selected for implementation during at least the first three months of 
the Project. This list should include a statement of the estimated 
cost (labor, materials, and equipment), location, implementing agency, 
estimated construction or execution time, and procedures to be used and 
frequency of expected field supervision and inspections. 

3. Condition Precedent to Disbursement of Funds after 
the first $10 million 

Prior to disbursement of more than $10 million of loan funds, 
the GOES will ... furnish to AID ... a detailed listing of sub-projects which 
meet the jointly agreed upon Project selection criteria and which are 
proposed for funding in Phase II of the Project. This list should include 
a statement of the estimated cost (labor, materials, and equipment), 
location, implementing agency, and estimated construction or execution 
time. 

4. Condition Precedent to Disbursement of Loan Funds 
for Reforestation,Soil Conservation, and Water 
Reservoir Activities 

Prior to the disbursement of Loan funds for reforestation, 
soil conservation, or water reservoir sub-projects, the GOES will ... furnish 
to AID ... detailed implementation plans for such sub-projects, including 
an analysis of the institutional support materials, equipment, and 
recurring cost requirements. 

5. Covenants 

a. The GOES covenants that prior to disbursement from the 
Emer~~ncy Employment Fund for any sub-project activity, the Special 
Resources Office (SRO) will assure that: 

(i) the sub-project meets the appropriate jOintly 
agreed upon sub-project selection criteria; and 

(ii) the land upon which any np.w facility is to be 
located belongs to the government and/or that 
the activity to be financed under the Project 
occurs on publicly owned property. 

b. The GOES covenants that for any sub-project for which 
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consultants or the SRO indicate that there may be potentially significant 
adverse enviro~ental effects, the GOES will submit to AID for its review 
the findings relative to these effects. Financing for each such sub­
project shall be subject to prior AID approval. 

H. Waivers 

None 

r. Project Committee 

Jess Snyder, General Development Officer, USAID/El Salvador 
Roberto Gavidia, Engineer, USAID/El Salvador 
Wayne Nilsestuen, Rural Development Officer, USAID/El Salvador 
Charles Brooks, Controller, USAID/El Salvador 
Marvin Schwartz~ Progra~ Economist, USAID/El Salvador 
Charles Stevens, U.S. Consulting Engineer 
Ramiro Eduardo, ROCAP Financial Analyst 
Carol Peasley, LAC/DR TDY Finance Officer 
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II. BACKGROUND, PROBLEMS TO BE ADDRESSED, AND PROJECT RATIONALE 

A. Overview 

On October 15, 1979 a new coalition government took control 
in E1 Salvador. This government is headed by a junta with a five mem­
bermi1itary and civilian-f"~presentation. Its basic thrust is pro­
gressive, and it is planning significant political and economic 
reforms. The Junta1s major long-term aims are to increase national 
production, employment, and income; provide basic goods and service:; 
to the entire population; and decentralize developmental resources 
and socio-economic opportunities. In the short-term, it is focusing 
on the immediate ways in which economic activity can be reactivated 
and employment stimulated, the basic food and hec. .. I needs of the 
poor can be met, and basic reforms can be initiated. 11 

B. Problems to be Addressed 

1. Deteriorating Macroeconomic Situation 

Because of mounting political pressure from both the 
left and the right anrl sporadic violence, the viability of this 
reformist government ~ uncertain. This tension has caused the closure 
of many manufacturing and agro-processing facilities, a slow-down in 
coffee harvesting, and an overall reduction in economic activity. 
This has,in turn, resulted in a downturn in almost all economic 
variables, and an urgent need for the Government to reactivate the 
economy and provide new jobs quickly, even while being called upon 
to come t~ grips with growin3 foreign and domestic resource constraints. 

a. Declining Economic Activity. Even during the early 
1970 1s, El Salvador1s economy had one of the poorest performance 
records in Central America, for example, during the period 1971-74, 
its average rate of real GOP growth of 5.4% was substantially less than 
in Guatemala, Nic~rdgua, and Costa Rica. During 1976 and 1977, its 
real GOP growth slowed further, becoming the lowest in Central America. 
This worsening trend accelerated during 1979. In spite of excellent 
weather which allowe~ for a 2% expansion in real agricultural output 
and record coffee exports, preliminary estimates show that GOP in 1979 
declined by 4 to 6%. This was primarily due to political uncertainty 

11 See the Mission1s FY 1980 Accelerated Impact Program Strategy 
Paper for more details on the status of expected reform measures. 
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and terrorism and a decline in private investment of 25%, only part 
of which was compensated for by increased public investment. The 
industrial, construction, commercial, and services sectors suffered 
the greatest decreases, both in terms of production/economic growth 
and employment. 

b. Declining Foreign Exchange Reserves. The slow­
down in economic activity has also seriously affected the country's 
balance of payment and fiscal situation. El Salvador has traditionally 
had balance of payments surpluses and relatively comfortable levels 
of international reserves. This situation began to change in 1978, and this 
change greatly accelerated during 1979. Although final figures are not 
available, preliminary estimates show that net reserves dropped by 
at least $100 million during the year -- to an end of year level of 
approximately $132 million, or sli]htly more than six weeks of imports 
at the 1978-79 level. As shown in Table 1, this estimate takes into 
account a strong recovery in coffee exports ~nd a significantly 
reduced current account deficit. However, ev~n though the current 
account deficit was relatively small. r.apital mcved away from,rather 
than into,the country during 1979 as external loans were repaid and new 
lending declined. This resulted in the substantial reduction in net resource 

Reduced economic activity in 1979 and continuing 
political pressl.res will undoubtedly cause the country's foreign 
exchange posit~on to deteriorate further during 1980. Even assuming 
no real ~ncrease ~n imports and record coffee export earnings, our 
projections show i,.at there will be an increased deficit on current 
account. 2/ This wil) be accompanied by continued losses on the 
capital ac·count -- primarily because (a) direct foreign investment 
is likely to be zero at most, and (b) there is a large amount of 
short-term credit due during 1980 which is very unlikely to be rolled 
over. In addition, in spite of Government efforts to halt capital flight 
e.g., nationalization of coffee and sugar export marketing and new regu­
lations limiting the amount of foreign exchange whicry can be taken out . 
of the country on personal trips -- at least some prlvate Salvadoran capltal 
win 

2/ The record coffee expor" earn i ngs are assumed because some of the 
1978-79 crop is still being held and is available for export or 
sale. However, if violence in rural areas continues, much of the 
1979-80 crop will not be picked and will be lost. The projected 
$670 million for coffee export earnings is, therefore, optimistic 
and subject to substantial reduction, either from a reduced harvest 
or a fall in thl:. ':llJrld price. Any amount below $670 million will 

mean an even larger current account deficit and reduction 
in net reserves. 
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continue to leave the country. As a result of these factors, we 
expect foreign exchange reserves to drop further during 1980. Some form 
of lIemergencyll financing and possibly sales of reserve gold will be 
necessary. (See Table l.) 

TABLE I 

BALANCE OF PAYMENTS 
(Millions of Current Dollars) 

1977 1978 1979 1980 l! 

Export (FOB) 972.0 846.0 1069.2 1072.0 
Coffee (596.2) (440.4) (640.4) (UO.O) 

Imports (ClF) 930.0 1031.U 1040.0 1080.0 
Trade Balance 42.0 -185.0 29.6 - 8.0 
Net Services - 52.0 -110.0 -140.0 -148.0 
Net Transfers 40.0 52.0 56.0 56.0 

Balance on Current Account 31.0 -243.0 - 54.4 -100.0 

Net Private and 
Autonomous Institutions 

Capi ta 1 Flow 19.0 221.0 -118.8 -235.0 
Official Capital Flow - 3.0 45.0 40.0 100.0 
Central Bank Capital Flow - 15.0 65.0 33.2 40.0 

Balance on Capital Account 1.0 331.0 - 45.6 - 95.0 

Errors & Omissions - 31.0 - 59.0 . . 
Basic Balance 1.0 29.0 -100.0 -195.0 
Net Reserves (Year End) 206.0 235.0 135.0 . 

Source: Banco Central de Reserva - Ministerio de P1anificacidn. 

l! Preliminary GOES Projection 
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c. Declining Domestic Financial Resources. During 
the early 1970's, the Government of El Salvador traditionally carried 
over revenue surpluses from one year to the next. This changed in 
1978 when current expenditures increased by some 23% over the previous 
year. Because of a simultaneous drop in coffee export tax receipts, 
savings on current account fell by 40%, from a high 7% of GOP in 1977 
to 4% in 1979. This decreased savings on current account was ac­
companied by a dramatic increase in capital investment -- especially 
for major projects such as the new Cuscatlan Airport and highway to 
San Salvador. As a result, the 1977 surplus of overall Central 
Government operations which equalled 2.5% of GOP turned to a deficit 
in 1978, eq~ivalent to 1.9% of GOP. 

The domestic resource situation will worsen 
durin~ 1980. Current account savings will decline, i.e., they were 
only $146 million in 1979 and were able to finance some 91% of the 
centra1 government's investment budget. In 1980 current account savings 
will be $68 million and finance 33% of the Central Government's 
Investment Budget. The GOES will have to rely to a much greater 
extent on external capital and deficit financing to finance invest-
ment costs. However, as stated earlier, the turbulent political 
situation discouraged the inflow of external ~apital during 1979, 
and for 1980, the GOES will have to rely upon deficit financing of 
at least $150 million. 

2. Rising Un- and Under-employment 

El Salvador has traditionally had high rates of un- and 
underemployment. The historic pattern of development has failed to 
provide sufficient job opportunities for a rapidly increasing 
population. In 1978, the last year for which official figures are 
available, the economically active population (EAP) was 33.4%, or 
1,430,000 out of a population of 4,282,000 people. Of this EAP, 
only 60% were employed full time and earned more than $40 per month; 
4% were openly unemployed; and 36% were considered underemployed, 
i.e., earning less than $40 per month. As shown in Table II ap­
pr~ximate1y 560,000 workers were either un- or underemployed in 
1978. The employment situation in E1 Salvador is further complicat­
ed by considerable variation in the seasonal demand for labor and 
the high degree of self-employment, especially in the informal 
service sector which is characterized by low productivity. 

These factors illustrate a normal pattern of high 
un- and underemployment. This situation has been seriously exacerbated 
by recent economic and political activities. First, declining private 
sector activity during the past year has led to growing unemployment 
in all sectors except agriculture, In the past year, 12 large 



TABLE II 

Structure of Employment, 1978 

Econ. Employed Rate of Rate of 
Active in Under- Under- Unemp1oy-
Populate Sector % Employed Employment ment ---- --

AGRICULTURE 586,800 567,208 41.2 276,691 48.7 3.3 

INDUSTRY 203,100 195,897 14.2 60,571 30.9 3.5 

CONSTRUCTION 77 ,500 71,439 5.2 8,902 12.4 7.8 
I 

COMMmCE 219~193 15.9 82,659 
37.7> 

.... > 488,300 

0 
I 

3.9 

249,830 18.1 76,729 30.7 SERVICES 

OTHER 74 z700 72,926 5.3 4 2040 5.5 2.4 

TOTAL 1,430,400 1,376,493 100.0 509,592 37.0 3.8 
---- --
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factories in San Salvador (each of which employed more than 100 
persons) have permanently closed eliminating 4,000 jobs. In a 
September 1979 survey by the Ministry of Planning, 25% of all 
manufacturing firms and 44% of construction firms reported planning 
layoffs during the second half of 1979. This reduction in industrial 
and construction employment has been felt in both the San Salvador 
Metropolitan Area where more than 50% of the country's manufacturing 
value-added and employment is located and throughout the country's 
secondary urban and rural areas. Since the estimates in Table II 
were made, employment outside the agri:ulture sector has probably 
declined by at least 70,000 with heaviest losses in the relatively 
high paying constru~tion sector. Adding to this the 20,000 new 
entrants into the non-agricLltural job mark~t, open unemployment 
can be estimated to have risen from 53,000 in mid-1978 to at least 
148,000 in late 1979. The Ministry of Planning's most recent 
~na1ysis shows the following: 

L Q.e.en UnemQloyment Rates 

1975 5.2% 64,754 peopl e 
1978 3.7% 53,306 people 
1979 10.3% 148,161 people 

11. UnemQloyment Rates in Construction Sector 

1975 9.4% 4,876 people 
1978 7.8% 6,023 people 
1979 21.7% 16,856 people 

These very rough estimates indicate a near trebling of the 
unemployment rate to 10% in a society that has no unemployment secu­
rity system. Since underemployment has undoubtedly also increased 
during this period, we can safely estimate that more than half of 
the Salvadoran labor force is now either unemployed or seriously 
underemployed and earning incomes far below their needs. 

3. Inadequate Infrastructure and Deteriorating Natural 
Resources Base 

At the same time that the Government must deal with 
mounting financial and unemployment pressures, it faces serious 
shortages of basic infrastructure in both urban and rural areas. 
In urban areas, the major needs are for basic public services and 
infrastructure in marginal communities. For example, the World Bank 
sponsored EDURES study (Estudio de Desarrollo Urbano y Regional de El 
Salvador) points out that 

- more than half of all urban households do not have 
access to running water and that 40% must rely upon 
rain water or carrying water from distant streams and 
springs; 
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- streets in and access roads to marginal communities 
hav~ no drainage structures and are being rapidly 
eroded away; and 

- sewerage systems are non-existent in most marginal 
communities. 

In rural areas, the needs are broader, ranging from a need for an 
expanded farm-to-market road network to increased numbers of food 
storage facilities to basic public buildings. The need for improved 
and increased rural access roads is particularly important. Although 
the country's road system includes approximately 11,000 km., priority 
has been given historically to paving major highways and secondary roads 
rather than expanding the network of rural access roads. As a result, 
many towns and potentially productive agricultural areas are not 
adequately serviced by all weather farm-to-market roads. The GOES 
has committed itself to reversing this trend by greatly increasing 
expenditures for constructing new and/or for upgrading existing 
penetration roads which encourage new production, open areas to 
basic social services, and generate employment and new sources of 
income. In most rural areas of the country there are also increasingly 
seri0us ~roblems of soil erosion and a general deterioration of the 
natural resources base, both of which can be dealt with in part by 
basic public works, reforestation, and soil conservation projects. 

C. Project Rationale and Strategy 

As outlined above, the economic and employment situations in 
E1 Salvador deteriorated significantly during 1979, and, unless cor­
rective steps are taken soon, will continue to do so during 1980. 
Much of this has been in response to political uncertainty, which in 
turn was at least partlally a result of the deteriorating economic 
situation. The basic rationale for the proposed project is macro­
economic -- to break this vicious circle by helping to l~activate the 
economy through the generation of new employment opportunities. The 
50% of the Salvadoran labor force which is un- or underemploy~d 
represents a volatile force which must be defused in the immediate 
future, especially during the traditional period of high unemployment 
between February and August. The GOES recognizes the need for imme­
diate action, but given its deteriorating resource situation, is not 
able to embark on a large-scale program without external assistance. 
No other donors are prepared or able to respond to these pre~~ing 
Salvadoran needs in a timely fashion. Therefore, we feel that AID can 
and should move quickly with a Public Sector Employment Loan that 
can begin to create jobs by late February-early March. 
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The proposed short-term employment strategy emphasizes public 
works investment for two major reasons. First, the GOES recognizes 
that a program of "work for work's sake" would provide only a temporary 
and artificial solution to the country's growing unemployment problem. 
Therefore, it has determined that employment should be generated 
through investment which is directed at important bottlenecks to 
future economic and social progress. In E1 Salvador, these areas 
include: (a) access roads, streets, and related drainage improvements 
which will improve transportation and communication essential to the 
development of small industry, tourism, and cOlTl11erce; (b) extensiorls 
to local water supply and sewerage systems which respond to basic 
health needs and are essential to labor productivity; and (c) refore­
station and soil conservation measures which develop environmentally 
sound bases for improved land use. Secondly, the GOES is prepared to 
move quickly wi~h a public works-type employment program. Sub-project 
plans exist; large numbers of adequately trained, but un- or under­
employed workers are available due to the near standstill in economic 
activity; and there is a demand for the kinds of public works and 
infrastructure sub-projects anticipated. 

Although the project strategy is basically short-term, we see it 
as an essential element in the country's longer-term development. 
That is. only by providing jobs now and easing the growing economic 
emergency can an environment be created in which longer term develop­
ment can take place. This project is merely an initial step. It will 
provide the Government with financing to quickly undertake economic­
ally and socially important, labor-intensive public works projects. 
In the longer term, as part of this project, and more importantly as 
part of the Mission's proposed FY 1980 Economic Policy and Reform 
Grant Project, USAID will help the Government better understand the 
employment implications of its current economic and investment 
policies, as well as formulate an employment strategy which is more 
appropriate to the needs of the country. 

D. Relationship to Other Donor and AID Programs 

No other donors have or are planning emergency short-term 
employment programs. There is, however, a close relationship with 
two major other donor activities: a $17 million on-going Inter-American 
Development Bank Community Development Program in the Northeast region 
of the country and a proposed $30 million World Bank Urban Development 
III Program. Nonetheless, as explained below, we consider that the 
universe of needs and the level of demand for improved basic infra­
structure are so great that duplication will be avoided. To ensure 
that this is the case and that there is maximum coordination among 
the programs, one of the SRO's selection criteria will be that the sub­
project does not duplicate or conflict with other donor programs. 
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The lOB loan will provide approximately $3.4 million for various 
kinds of small-scale infrastructure projects, including rural roads, 
schools, markets, water supply, and public baths. All will be coor­
dinated through the National Community Development Directorate 
(DIOEDO), and will involve community participation in the identifica­
tion of needs and in actual construction. The project will concen­
trate on 300 communities in the Northeast of the country. In prepar­
ing lists of potential sub-projects, the r·1inistry of Public Works has 
taken into account the planned lOB activities. In no cases will the 
MPW propose projects which have been identified by DIDECO and the 
individual communities for funding under the lOB loan. 

The proposed $30 million IBRD Urban III Program also includes 
financing for community upgrading, including improvement of plot 
layouts, improved roads, community facilities, and introduction or 
expansion of water, sewerage, and electrical systems. Approximately 
20 to 25 communities of some 10,000 families, or less than 20% of the 
marginal communities within San Salvador, will be selected for inclusion 
in this component of the project. In selecting potential sub-projects for 
the proposed Public Sector Employment Program, the GOES has taken care 
to avoid conflict with the IBP.D loan. The Mission and GOES have 
reviewed preliminary IBRD loan preparation documents which identify 52 
potential communities for inclusion in the Urban III loan. With only 
minor exceptions, none of the sub-projects identified for possible 
financing in the AID loan fall within the expanded list of IBRD com­
munities. In those few cases in which there might be overlap, it is 
expected that the infrastructure financed under the Public Sector Employ­
ment Program will be only a small part Jf what is ultimately required, 
and will not duplicate or conflict with the IBRD program. Also, 
because of delays in the start-up of the World Bank's Urban III Loan -­
i. e., the Project Appraisal Team has been delayed by several months 
and the loan is not likely to be presented to the IBRD's Board until 
Summer 1980 or signed until late 1980 we do not expect duplication 
between the two projects. 

Special care has also been taken to avoid duplication with other 
AID programs, particularly the proposed FY 1980 Marginal Community 
Improvement (MCr) Project. This project will finance community up­
grading activities, but most will be in rural or quasi-urban areas. 
No community infrastructure upgrading will be financed in the San 
Salvador Metropolitan Area, where a large proportion of the Emergency 
Employment Fund will be used. All infrastructure activities in the 
Mer Project will be coordinated by DIOECQ, and managed through a dif­
ferent mechanism than the Public Sector Errp1Q(Tf1e11t Program. Also, to 
ensure that conflict is avoided, the SRO's sub-project selection 
criteria will exclude activities which duplicate activities being 
funded by other ArD programs. 
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IrI. PROJECT DESCRIPTION 

A. Goal and Purpose 

The long-term goal of this Project is to improve the socio­
economic well-being of the country's poor majority. However, because 
of El Salvador's growing economic problems -- particularly financial 
resource constraints and rising un-and underemoloyment -- it ;s 
becoming increasingly difficult for the GOES to enter into the kinds 
of programs which are required to meet this long-term goal. An 
important intermediate step or sub-goal must therefore be to stimulate 
economic activity and reverse the downturn in maJor economic variables. 
The Government is attempting to do this in a number of different ways, 
including measures to control capital flight and to stimulate new 
investment. Because of continued political uncertainty and sporadic 
violence, the Government cannot rely totally upon the private sector 
to increase its investments and to take the lead in reactivating the 
economy. Rather, the GOES must rely to a considerable degree upon the 
public sector and the role it can play in creating employment and 
increasing cash incomes. 

This project is important in helping the Government to create 
employment. Its primary purpose is, in the short-run, to increase 
employment and income opportunities for un-and underemployed laborers 
throughout El Salvador. It will do this through an expanded and 
accelerated rural and urban public works program. As 0 direct result 
of the infrastructure and public works financed, at least 80,000 person months 
of new employment will have been generated and at Jeast ~10,OOO,000 of 
new wage income added to the economy. A secondary, albeit longer term, 
objective of the project is to institutionalize a system through which 
the GOES can make optimal use of labor-intensive public works projects 
to absorb surplus labor and increase incomes of the poor. This latter 
purpose will be accomplished by creating a special office within the 
Ministry of Public Works which is capable of identifying, planning and 
executing labor-intensive public works sub-projects. 

B. Detailed Project Description 

The Project will consist of three elements: (1) creation 
of an Employment Fund to finance the construction of labor-intensive 
sub-projects; (2) assistance in the design, management, and implementation 
of sub-projects; and (3) assistance in strengthening the labor-intensive 
public works sector. The total Project will cost $20,275,000, of which 
$15,000,000 will come from an AID Development Loan, $125,000 from an 
AID Development Grant, and $5,150,000 from GOES counterpart. 
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1. Emergency Employment Fund 

$14.6 million of loan and $2.5 million of GOES counterpart 
funds will 5e used to create an Emergency Employment Fund to finance 
high priority, labor-intensive public infrastructure and land improvement/ 
conservation sub~projects which meet basic selection criteria. As a 
first step, the GOES has developed a list of public works/infrastructure 
and land improvement sub-projects which can be implemented quickly and 
which have a high ratio of unskilled labor utilization. The list of 
potential sub-projects currently totals approximately $17.7 million 
-- $8.5 million which are ready for ilTiilediate implementation and $9.1 
million which will be ready for implementation within six months. These 
potential projects are summarized in the following table and in Annex 
II.A. which is a detailed list of Potential Sub-Projects. 

SUMf.1ARY OF POTENTIAL SUB-PROJECTS 

(A) Ready for Implementation within 30 Days 

1. Urban Sub-Projects 

Drainage 
Streets 
l~ater 
Sewer 
Food Storage 
Sub-Total 

2. Rural Sub-Projects 

Drainage 
Roads 
Bridges 
Food Storage 
Sub-Total 
TOTAL (1) and (2) 

Number 

18 
53 

122 
56 
40 

209 

53 
177 

1 
138 
369 
578 

(B) Ready for Implementation within Six Months 

1. Urban Sub-Projects 

Drainage 
Streets 
Bridges 
Water 
Sewer 
Sub-Total 

9 
35 
4 

15 
15 
78 

Estimated Cost 

$ 489,500 
2,336,000 
1,216,000 

765,600 
120,000 

$ 4,927,100 

$ 1,451,800 
1,590,600 

192,300 
414,000 

$ 3,648,700 
$ 8,575,800 

284,800 
1,314,600 

113,600 
394,500 
278,900 

$2,386,400 
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2. R~ra1 Sub-Projects Number Estimated Cost 

Drainage 5 $ 440,900 
Roads 21 310,600 
Bridges 3 570,400 
Reforestation (2,200 has.) 5 3,569,000 
Soil Conservation (500 has.) 1,340,000 
Water Reservoirs 10 500~000 
Sub-Total 44 $ 6,730,900 

TOTAL (1) and (2) 122 $ 9,117,300 

In general, the sub-projects to be implemented under this 
program will be selected from the list shown in Annex II.A. However, 
as new requirements and opportunities arise, the GOES can add to the 
list, as long as the proposed activities are consistent with the 
objectives of the program and meet the selection criteria noted below. 

All the potential sub-projects involve high priority activities 
for w~ich there, is an expressed demand. In the case of San Salvador, most 
sub-projects result from lengthy community need studies, which included local 
group participation in the identification process during the EDURES study, 
1974-78. In order to prepare a final implementation schedule -- i.e., to weed 
out those which will not be financed and to determine a relative order of 
priority for implementation -- the pot~ntia1 sub-pro.iects will be further 
evaluated against the following selection criteria: 

Local labor content. No sub-project with less than a 40% 
labor/total cos: ratio can be financed. Sub-projects 
with the highest labor content will be given priority. 

Development priority and socio-economic benefits. 

Environmental benefits. 

Revenue producing and/or maintenance saving potential. 

Readiness for implementation. 

Non-duplication with other donor or AID projects. 

Each of these criteria will be considered, but the most 
important will be labor content, readiness for implementation, develop­
ment priority, and non-duplication with other donor and AID projects. 

a. Infrastructure Sub-Projects. During intensive review, 
apprOXimately $12.0 million of infrastructure sub-projects were identified, 
primarily for street improvements, drainage, !'1ater supply and sewerage, 
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access roads, minor bridges., and food storage facilities. This $12 
million will be biased slightly toward urban areas, with approximately 
$7.0 million for urban sub-projects and $5.0 million for rural 
infrastructure. Of the $7.0 million tentatively allocated for urban 
areas, more than half is programmed for the San Salvador capital area. 

(i) Urban Streets and Drainage Improvement. This 
category includes 115 sub-projects located in urban areas throughout 
the country. They will include rehabilitation and paving of city streets 
with pre-fabricated cement blocks and the construction of curb and 
storm sewers, together with appropriate ditching and outfalls, to provide 
storm drainage runoff relief. All of the sub-projects will be quite 
small: the average cost for street improvements will be $42,000 and for 
drainage $29,000. ApprOXimately one-third will be in the San Salvador 
Metropolitan Area -- most, but not all of these will be in marginal 
communities, illegal colonies and tugurios which are in urgent need of 
improved access and drainage. The remaining projects will be spread 
throughout the country's major and minor urban or semi-urban centers. 
All will be constructed by the r~pH's Directorate of Urbanization and 
Architecture. 

(ii) Urban Water Supply and Sewerage. Two hundred and 
eight sub-projects have been identified for this category, 137 to extend 
water lines and 71 to extend sewerJge lines into communities which do not 
have access to such services. Most fall within the government's emergency 
plan to increase and improve public services in tugurios and illegal urban 
colonies. The planning and construction will include provisions for 
facilitating house connections to permit immediate access to public 
utility extensions. All of thp. proposed sub-projects are small: the 
average cost of the water line extensions is $9,600 and of the sewerage 
line extensions, $13,700. They will be constructed by the National Water 
and Sewer Administration (ANDA). 

(iii) Rural Access Roads. This category includes 200 sub­
projects totalling approximately 1,000 kilometers throughout rural 
El Salvador. Some new roads will be constructed or extended, but the 
majority of the sub-projects will be improvements: e.g., widening, 
select earthen material surfacing, drainage culverts, and small bridges. 
Most of the sub-projects are extremely small: road improvement project5 
will average $9,nOO and drainage culvert projects will average $33,000. 
Th~ proposed sub-projects for one department, La Paz, provide an 
illustration of the magnitude and types of activities anticipated: 
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TYPE/LOCATION 

RURAL ACCESS ROAD ~JUB-PROJECTS -- LA PAZ 

HUNICIPALITY 

a) Road Improvements 

Santiago Nonualco - Canton IIAnimas ll 

Santiago Nonualco - Santa Cruz Lorna 
San Jose La Paz - San Jose Lorna 
Litoral - Canton Chancuyo 
San Pedro Nonualco- Ujuchtal 
San Pedro Nonualco- La Comunidad 
San Juan Nonualco - La Veranera 
Canton Buena Vista- San Pedro Masahuat 
San Salvador-Coma-
lapa (Km. 17) - La Cuchilla 
CA-2 (San Jose de 
1a Montana) - Despob1ado 
Canton Lievano El Zapote 
Zacateco1uca Piedra Grande 
Zacateco1uca - La Arrinconada 
San Vicente El Peri cal 

b) Drainage Structures 

Santiago Nonualco II II 
II II 

San Pedro Nonualco 
II II II 

II II II 

San Juan Nonualco 
San Pedro Nonualco 

Olocuilta 

ZacatecCiluca 
II 

II 

II 

II 

15 1 Culvert CA-2 - San Pedro Nonualco San Pedro Nonualco 
15 1 Culvert San 
Pedro Masahuat - Buena Vista San Pedro Nonualco 

LENGTH 
(KMS. ) 

12 
10 
8 
3 
4 
4 

10 
3 

3 

4 
7 
4 
4 
7 

83 Kms. 

The total estimated cost of these 16 sub-projects is $239,600, of 
which $134,400 or 56% is for labor costs. All of the propose~ access 
roads, structures, and bridges will be constructed by the Directorate 
of Rural Roads. 

(iv) Food Storage Facilities. The ~linistry of Health is 
in the early stages of expanding and accelerating a Nutrition/Feeding 
Program to all regions of the country. It is expected that this program, 
which is in part supplied by the World Food Program, will benefit 
approximately 240,000 pregnant and lactating women and children less 
than five years of age. In order to implement this expanded program, 
the Ministry of Health'~ clinics and health posts urgently need additional 
storage space for the food which is to be distributed. Preliminary plans 
call for expansion of storage space in 178 health post/clinics throughout 
the country~ 40 in the San Salvador Metropolitan Area, 62 in the Central 
Region, 43 in the Eastern Region, and 33 in the Western Region. The 
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average size of the storage expansions will be 4 mts. x 4 mts.; the 
average cost, including shelving, will be $3,000 per unit. The 
construction of these storage facilities will be done by OUA, as agreed 
upon with the Mini stry of Health. 

b) Land Improvement/Conservation Sub-Projects 

(i) Reforestation 

The Directorate of Renewable Natural Resources 
(D.G.R.N.R.) of the Ministry of Agriculture is planning to undertake 
the reforestation of up to 4,000 hectares of vulnerable lands over a 
two-year period. Pine and other fast growing species suited to the 
eco-zones of the sub-project sites will be selected, and the majority 
of the reforestation work done with s~edlings. The work on each of the 
sites will involve four types of activities: the collection and 
treatment of seed, the production of sepdlings in nurseries, transplanting, 
and maintenance. 

These activities are extremely labor intensive. An 
estimated 250 person-days of work will be required to reforest one hectare, 
implying total unskilled labor requirements of almost 900,000 work days 
to achieve DGRNR's target of 4,000 hectares of reforestation over the next 
two years. 

A total of eight sites encompassing 4,000 hectares 
of public lands have been identified for reforestation. Reforestation 
work at 5 sites is expected to commence with the onset of the rainy 
seaSJn in May. Final selection of sites, reforestation techniques, species, 
etc. will be determined at the time DGRNR's detailed sub-project proposals 
are submitted to the Special Resources Office fur approval. Preliminary 
site selection suggests that most of the work will be done on ISTA's 
lands _~ as shown in the table below: 

11 ISTA is the Spanish Acronym for the Salvadoran 
Institute of Agrarian Transformation 
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TABLE III 

location, Institutional Owner, and Area 
of Selected Reforestation Sites 

location 
(Department) 

San Miguel 
la Union 
la libertad 
Cha1atenango 

I.S.T.A. Sub-Total 

Cha1atenango 

Institutional 
Owner 

I.S.T.A. 
I.S.T.A. 
I.S.T.A. 
I.S.T.A. 

2/ C.E.L.-
Santa Ana & Clla1atenango DGRNR 

Other public lands Sub-Total 

TOT A l 

Area 
(Ha. ) 

2,400 
200 
600 
400 

3,600 

300 
100 

400 

4,000 

It is expected that this Project will finance no 
more than 2,200 hectares of the planned reforestation work, and that 
this will take place primarily on ISTA lands in San Miguel and Cha1ate­
nango. Since only preliminary plans have been drawn up thus far for 
this activity, the Mission is recommending a Condition Precedent which 
calls for AID approval of the detailed plans, including a statement of 
administrative, equipment, and recurring cost requirements, for all 
reforestation and other land improvement sub-projects. 

Total reforestation cr,ts are expected to average 
about $1,600 per hectare and the stream of benefits (discounted at 10%) 
over 20 years arising from lumber, posts and railway tie products are 
estimated to equal $1,907 per hectare. Annual maintenance costs beyo~d 

2/ CEl is the Spanish acronym of public electricity utility 
named the Executive Commission of the lempa River 
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the first two years (which are minimal) and harvesting costs are not 
included in these calculations. 

(if) Soil Conservation 

The Watershed Management and Soil Conservation 
Service of the DGRNR is also planning to undertake an expanded Soil 
Conservation program. Conservation works will be selected from among 
four Basic technologies -- bench terraces, hillside brick drains, stone 
retaining walls, and live barriers. Site specific conditions such as 
topography, soil type and depth, current ground cover and use, and 
water availability will be taken into account in selecting the technolo­
gies most appropriate for each sub-project. Annex II.D contains a brief 
description, illustrative druwing and citation of the utilization 
limitations for each of these conservation works. Also, investments may 
be made in controlling gully erosion, and in minor irrigation and 
drafnage works. 

Potential sub-projects sites have been located in three 
properties belonging to the Salvadorean Institute of Agrarian Transformation 
(ISTA). Preference will be given to locations where the introduction of 
live barriers appears suitable, as the economic returns on this technology 
appear to be the most attractive among the four alternatives. 

The table below shows the estimated labor requirements 
for the four conservation practices. Construction work is scheduled 
throughout the year, through it is recognized that it will be lightest 
during the flay - October rainy season. 

T.L\BlE I V 

Estimated Work Days per Hectare 

Conservation Techniques 

Bench Terraces 
Hillside Brick Drain 
Stone Retaining Walls 
live Barri ers 
Other Works 

(iii) Water Reservoirs 

Person Work Days 

730 
470 
370 
200 
230 

The Livestock Directorate (OGG) of the Ministry 
of Agriculture is planning to undertake the construction of small water 
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re5ervoirs or tanks designed to capture and store sufficient water 
during the rainy season to last throughout the six-month dry season, 
November-April. The primary purpose of these structures wi 11 be to 
provide drinking water for livestock, though some fish ponds will also 
be constructed. The reservoirs shall have an average volume of 5,000 
cubic meters, calculated to store enough water for 300 head of cattle 
for six months. All works including excavation, soil compaction and 
sealing the structures shall be done by hand labor, thus requiring an 
average of 6,030 work days per tank. 

Site selection will be based on the size of the 
catchment area, soil properties and community requirements. An effort 
will be made to locate most of these structure~ in the northern zone of 
the country where water constraints are most severe. All construction 
will be managed by the DGG. 

c. Geographic Distribution of Sub-Projects 

In order to spread potential employment benefits as widely 
as possible, sub-J)rojects are being proposed throughout the country, 
Using the potential list of sub-projects, the probable geographic 
distribution will be as follows: . 

1. Western Region (Ahuacbapin, Santa Ana and Sonsonate 
departments 751,384 population - 1971) 

($OOOs) 
Estimated Sub-Project Costs 

Urban Streets & Drainage $ 
Urban Hater 
Urban Sewerage 
Rural Drainage Structures 
Rura 1 Roads 
Food Storage 
Land Improvement/Water Storage 

Sub-Tota 1 $ 

967.6 
162.7 
119.4 
2.99.0 
628.1 
99.0 

804.0 
3,079.8 

2. Central Region (Cabanas, Chalatenango, Cuscatlan, 
La Liberta~, San Vicente and La Paz departments 
1,077,653 population - 1971 

Urban Streets & Drainage 
Urban Hater 
Urban Sewerage 
Rural Drainage Structures 

730.5 
293.0 
127.1 
411.7 
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Land Improvement/Water Storage 
Sub-Total 

$ 1,003.9 
185.0 

1,836.0 
$ 4,587.2 

3. San Salvador (733,445 population - 1971) 

Urban Street & Drainage 
Urban Hater 
Urban SewerJge 
Bridge 
Food Storage 

$ 2,083.2 
1,105.1 

755.5 
69.0 

120.0 
$ 4,132.8 

4. Eastern Region (La Uni6n, Moraz~n, San Miguel, 
and Usulut~n departments 992,166 population 
- 1971 

Urban Street & Drainage $ 643.6 
Urban Water 49.8 
Urban Sewerage 42.5 
Rural Drainage Structures 1,182.0 
Rural Roads 962.9 
Food Storage 129.0 
Land Improvement/Water Storage 2,269.0 

Sub-Total $ 5,278.8 

Applying these potential sub-project levels to the 
most recent regional population figures, one sees a fairly even 
distribution of Project activities -- ranging from a low of $4.09 per 
capita in the Western Region to a high of $5.63 in the San Salvador 
r~etropolitan Area. Considering the emergency nature of the Project, 
and particularly the drastic reduction in construction investment in 
the environs of San Salvador, this relative emphasis is appropriate. 

2. Assistance in Design, ~1anagement, and 
Implementation of Project 

As described in Section IV.B. a Special Resources 
Office (SRO) will be created within the Ministry of Public Works to 
serve as the primary administrative and management unit for the project. 
This office will be staffed with personnel from the Ministries of 
Public Works, Agriculture and Planning. The counterpart cost of this 
office is estimated at $650,000 over the l.O.P. In order to ensure 
timely project implementation and disbursement, there will be a need 
to supplement this staff with additional professional talent. The 
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project therefore includes $200,000 of Loan financing to cover the 
costs of five personal service consultants to the Special Resources 
Office. They will be engineers who are experienced in force account 
construction procedures; all will be Salvadoran or locally resident 
engineers who are familiar with local conditions and practices. They 
will assist the SRO in all aspects of project implementation, but their 
most important function will be the review and certification of pians, 
sub-project authorizations and cust estimates, all construction work, 
and all payment vouchers. The estimatec cost for each personal services 
contract over the two year implementation period is $34,000, or a total 
for the five contracts of approximately $200,000, including a no~inal 
contingency allowance. 

Also, in order to avoid implementation delays caused by 
downed ecuipnert, the project includes $200,000 of loan financing for the 
procurement of essential equipment and vehicle spare parts and hand 
too1s. These spare parts win allow the t1inistry of Public Work-; 
(MPH) directorates of Urbanization and Architecture (DUA) and Rural 
Roads (Caminos) and the Water and Sewer Administration (ANDA) to put 
back into operation various trucks and utility vehicles for the 
transportation of construction materials and workers. The MPW has 
prepared a preliminary list of down vehicles and spare parts required, 
as shown in Annex II.B. During project implementation, this list will 
be amplified as needed. In doing so, the USAID Project Manager will 
work closely with the t1PW in identifying urg61trequirements and in 
planning ways in which vehicles can be put back into operation as 
quickly as possible. Some additional requirements for parts support has 
also been i~entiried in the D.G.R.N.R. and D.G.G. of MAG. Based on 
specific analysis, funds may also be programmed for that requirement. 
In providing this assistance, the Public Sector Employment Project will 
be given priority, as determined by the SRO, in the assignment and use of 
all such equipment which is rehabilitated and put back into operation. 
Off-shelf procurement frJm local distributors will be authorized for all 
spare parts. 

3. Assistance in Strengthening Labor-Intensive Public 
~Jorks Sector 

During the early 1970's, employment in the construction 
sector lagge' considerably behind investment, e.g., between 1971 and 
1975, the construction sector's contribution to real GOP growth 
increased by 77%, while employment in the sector increased by only 
58%. This trend appears to have been reversed, e.g., between 1975-1976 
real construction sector GOP increased by 16%, while employment 
increased by 50%. Part of this success has been due to deliberate GOES 
policies and actions, including efforts by the Ministry of Public Works 
to use more labor in many of its basic infrastructure projects. 
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Although the GOES is sensitive to the need to use as 
much labor as possible in its public investment programs, this notion 
has not become an e;-:plicit part of its long-term employment strategy. 
Also, although the MPW has experience in managing relatively labor­
intensive public works projects, its capability to manage an expanded 
program is limited, as is its knowledge of the range of possible 
labor-intensive technology choices and the impact of alternative 
technologies on the life of various kinds of public works sub-projects, 
particularly rural roads. Som~ of these limitations will be dealt with 
by financing engineering consultants to the Special Resources Office 
withi n the r~pw. Beyond thi s, the proposed proj ect wi 11 grant fi nance 
$125,000 of technical assistance and training related to (a) the long­
run role of labor-intensive public works programs in the countrJ's 
employment strategy, (b) the management of labor-intensive public works 
programs, (c) the choices of alternative technologies, (d) evaluation 
of the program,and (e) limited technical assistance in preparing 
detailed sub-project plans. This $125,000 will cover approximately 
12 person months of technical assistance and 6 person months of training 
for staff in the ministries of Planning, Public Works, and Agriculture. 
Final details on T.Vtraining for (a) and (b) above will be worked out 
in collaboration with the Development Support Bureau's Rural and 
Administrative Development Office (DS/RAD) which is managing a centrally 
funded project on Labor-Intensive Rural Public Works Projects. 
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IV. PROJECT ANALYSES 

A. Technical Analysis 

Detailed implementation plans and engineering sketches 
exist for approximately one-half of the $17 million of potential 
sub-projects listed in Annex II A, These plans have been reviewed, 
and all have been found to involve only routine planning, design, 
and construction procedures, e.g. see Annex II C for an illustra­
tion of a simple design for the extension of a water line. Preli­
minary plans exist for the remaining $9 millio'! of potential sub­
projects. Detailed plans for these will be ready within the next 
180 days. Plans for the remaining infrastructure sub-projects are 
expected to follow the same methodologies and procedures for the 
street improvement, water and sewerage, drainage, and rural access 
road sub-projects already defined. All will be technically routine 
and simple. 

1. Technology Mix 

The Project favors and supports the implementation of 
labor-intensive, social and public infrastructure sub-projects. The 
ratio of labor costs to total construction cost averages about 55%, 
ranging from as high as 75 to 90% for the reforestation work to as 
low as 40 to 45% for some road/street and water/sewerage sub-projects. 
The proposed reforestation activities will require few materials 
(basically seedlings) and practically no equipment other than hand 
tools. Road/street work and water/sewer construction, however, both 
require the purchase and delivery of materials to the job site, such 
as road/street 3urfacing,drainage/cu~vert pipe,and bridge construc­
tion materials and water main/sewer pipe and related accessories. 
This need for basic materials is reflected in lower ratios for labor 
costs, generally 40 to 50% of the construction cost, for these latter 
types of sub-projects. However, as noted earlier, no sub-project 
with less than 40% labor cost ratio has been or will be considered 
for inclusion in the Project. 

Labor-intensive construction practices will be followed, 
and use of equipment will be primarily for the transport of materials 
to the job sites. In selected cases of road/street improvement work, 
however, the speeding and compaction of selected earthen base and 
surfacing materials will be required. Such practice is representative 
of nominal equipment needs and usage as customarily followed in ac­
complishing effective labor-intensive rural road construction. All 
other component work, such as drainage and related structures, together 
with the placing of pre-fabricated cement block surfacing, will be 
performed with hand labor. 
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2. Construction Procedures 

All construction under this Project will be performed 
by force account procedures supervised by the pertinent Ministry 
division within the specific area of sub-project responsibility. 
The particular Ministry division will also be responsible for the 
planning and design. Plans will consist of a simple sketch 0~lir~~t­
ing the scope of the project and a description of its limitations, 
outline specifications, a breakdown of costs by labor, materials 
and equipment, and a construction schedule and time table. 

When the sub-project has been authorized and the financ­
ing has been allocated by the SRO, construction will be initiated 
under the supervision of the particular Ministry division with sub­
project responsibility. All the MPW divisions have three construction 
offices, one located in San Salvador to cover the capital metropolitan 
zone, one in Santa Ana to cover the western zone, and one in San 
Miguel to cover the eastern zone of the country. A job foreman from 
one of these offices will be assigned the responsibility for the 
construction of the approved and authorized sub-project. He will 
contract all labor as needed, and will make arrangements, through his 
Ministry division, for the procurement, scheduling, transport, and 
on-site storage of the materials, vehicles and equipment needed to 
perform the construction work. 

The Special Resources Office will monitor and inspect 
the work, approve payments, and finally accept the sub-project. Pay­
ments, as discussed under Section V., Project Implementation, will be 
made by the SRO, b~sed on approved vouchers and work certified by the 
personal services consultants to be retained by the SRO for reviewing 
and inspecting the work. 

3. Construction Equipment 

No construction equipment is proposed for procurement 
under this Project. All equipment needs for the MPW sub-projects can 
be fulfilled from current pools, together with that to be repaired or 
brought back into operation through spare parts financed under the 
Project. Because the MAG does not have a construction equipment pool 
of the magnitude of the MPW, it is contemplated that their incremental 
equipment and vehicular needs will be met through contracting. Some 
of these contract equipment costs will be covered by the Project. 
Both ministries which use in-house equipment for force account 
construction can be reimbursed for the operating costs of that equip­
ment. Allowances for capital depreciation and replacement, cost items 
customarily reflected in equipment rental rates, will be considered 
as a counterpart contribution. 



-29-

4. Availability of Construction Materials 

Because of the recent slowdown in private construction 
sector activities, there is a ready supply of all materials .Ij the 
country. Under this Project, the most pressing requirement will be 
for cement; the Ministry of Public Works estimates the country has 
an operating capacity to produce 769,000 tons of cement per year. 
The Ministry has also assessed the needs for reinforcing bars, 
pipes, and tubing. The major requirements will be for 1/2 inch, 2 
inch, and 3 inch pipes,all of which are available in-country or can 
be imported in a short time from Central American Common Market 
countries. 

B. Institutional Analysis 

Implementation of this program will be undertaken by five 
major GOES agencies -- two of these agencies are directly under the 
Ministry of Public Works (Directorate of Roads, Caminos, and the 
Directorate of Urbanization and Architecture, DUA); one is a semi­
autonomous agency which operates under the direction of the MPW 
(National Administration of Aqueducts and Sewers, ANDA); and two are 
directorates of the Ministry of Agriculture and Livestock, MAG 
(Directorate of Renewable Natural Resources, DGRNR) and (Directorate 
of Livestock, DGG). Overall coordination of sub-project execution by 
the respective agencies will be the responsibility of the Ministry of 
Public Works through the Special Resources Office (SRO, See Section 
3) . 

The capacity of each of the organizations involved has been 
assessed and, while specific weaknesses have been noted, especially 
with ANDA, DGRNR, and the DGG, it has been determined that they 
possess a demonstrated ability to undertake the classes and levels of 
sub-projects identified in connection with this program. The SRO and 
its personal services consultants will provide support where needed 
to assure that implementation progress is not impeded. Additionally, 
in the case of the Ministry of Agriculture's DGRNR and DGG, special 
sub-project management u~its will be established to augment present 
limited staff capacity during the life of the project. 

1. t1inistry of Public Works: The Ministry of Public l/orks 
(MPW) is the national institution with major responsibility for the 
planning and construction of basic infrastructure projects essential 
to El Salvador's development. As noted, three of its five operating 
divisions will be most directly involved in implementation of the 
program, The MPW has the technical force account and contract 
procedures to plan, design and construct the kinds of small-scale 
facilities contemplated. In 1979, MPW executed small works totalling 
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an estimated $50 million, including the organization and superVlslon 
of construction effort required by other Ministries. The MPW also 
has more than 12 years of extensive experience with the organization 
and conduct of small community works through a specific "self-help" 
program which implements approximately eighty projects annually. 
Nonetheless, it is recognized that this program will represent a 
special additional burden, especially in some added planning and 
design load. Some potential weakness within all three directorates, and in . 
those of MAG, has also been noted in the area of equipment maintenance. This. 
deficiency is related to funding constraints which are affectinq 
current spare parts inventories, rather than the lack of shop or 
staff capability. A spare parts fund has been projected under the 
program to address this problem. The capacity of field construction 
offices for each directorate has also been examined to assure 
adequacy for additional labor contracting, procurement, transport, 
and on-site materials storage. 

a. Directorate of Roads 

The Directorate of Roads, Caminos, has the exper­
tise and the necessary personnel to carry out the design and 
construction of rural roads by force account. Last year's budget was 
for a total of $127,257,785, of which $32,165,280 were spent for 
construction of roads and highways under force account work, 
$76,728,900 under construction and supervision contracts, and 
$18,363,605 were spent for administration. The total number of staff 
for last year reached 11,321 persons, including laborers. 

Three major regional offices exist, one each in 
the east, the center, and the west. Each of these regional offices is 
capable of carrying out the required work under this project. 

Caminos has about 300 vehicles, a mixture of 
trucks, pick ups and jeeps. They also have about 200 units of heavy 
equipment. About 16% of the trucks, pick ups and jeeps need to be 
repaired, some 10% of the heavy equipment is also in need of repair. 
They have the capability of repairing this equipment; the bottleneck 
is in the provision of spare parts. The Loan therefore includes 
$200,000 for the local procurement of spare parts and materials 
needed to repair part of the light equipment, i.e. trucks, pick ups 
and jeeps, to be utilized under this program. This equipment has been 
assessed by the Mission to be adequate to carry out the project. If 
additional transportation is needed, Caminos will contract it out 
with various private transportation companies in E1 Salvador. 

b. Directorate of Urbanization. DUA has the same 
experience as Caminos in design and construction of the kind of sub-



-31-

projects contemplated under thi~ project, DUAls budget la~t year 
was for a total of $32,000,000, Approximately $23,000?000 were 
spent to finance construction projects, $5,000,000 were spent for 
consultants, and $4,000,000 for administration. DUA, as Caminos, 
has the same problem in equipment maintenance, although because of the 
small nature of its work, it has less heavy equipment. Some of the 
$200,000 of loan funds will be allocated to DUA to repair the 25% 
of DUA trucks and pick ups which are in need of repair. DUA has 
three major offices stablished in El Salvador, one in the east, 
one in the west, and one in San Salvador for the central zone. 
Each one of these regional offices is adequately staffed. Last 
year DUA's personnel reached a total of 4,595 persons. 

c. Administration for Water and Sewers (ANDA). 
ANDA was created in 1961 as a semi-autonomous agency responsible to 
and under the general direction of the Ministry of public Works. 
Last year's budget was for a total of $17,515,464. Approximately 
$4,100,808 were spent to finance construction projects by force 
account; $11,962,268 for administration; and $1,451,388 for repayment 
of external loans. ANDA has also a large project under contract for 
a total amount of $74,400,000 for the provision of water for the 
North Western Metropolitan Area. The project is called the Zona 
Norte and is being financed in part by a loan with lOB. --

2. Ministry of Agriculture and Livestock (MAG) 

a. Directorate of Renewable Natural Resources (DGRNR). 
The DGRNR is one of four operational directorates within ~1AG. It is 
organized into seven "services", five of which are technical in nature, 
The Service for Watershed Management and Soil Conservation shall be 
responsible for planning and implementing conservation sub~projects, 
and the Forestry and Wildlife Service shall deal with reforestation 
sub-projects. Although the DGRNR has 945 people currently on its 
payroll and 256 vehicles, these project activities may require the 
development of additional staff and logistic support. 

An office of eight technical and auxiliary staff 
members will be established to plan and manage the reforestation 
project and a total of 15 vehicles will be made available to transport 
project personnel and materials. The conservation sub-project acti­
vities shall require a special implementation office consisting of 
six professionals and 14 auxiliaries, supported by 6 vechicles plus 
office and field equipment. The creation of enhanced institutional 
capability is essential to the completion of the ambitious goals set 
for these projects. DGRNR is familiar with AID operating procedures, 
and there exists a good working relation between USAID and donors. 
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In the cour$e of planning and implementing the 
Small farmer Natural Resource Management Project (519-0217) the DGRNR 
has shown itself to be a competent institution, DGRNR is deemed 
capable of implementing the proposed activities having demonstrated 
a capacity to work with Am and other donors in the areas of soil 
conservation and reforestation. Although large relative to DGNR's 
annual budget of $6.4 million, AID project resources can be re­
sponsibly managed with the special project implementation capabili­
ties that have been designed for these project activities. 

b. Livestock Directorate (DGG). This directorate 
will also establish a special office to execute its greatly e~panded 
responsibilities in the construction of water reservoirs. A staff 
of 7 professionals and 4 auxiliaries will b~ assembled and the project 
will be provided with logistic support of about 15 vehicles and 
$18,000 of office equipment. It is deemed that these special 
resources will be sufficient to implement water sub-project activi­
ties. The DGG has an operating budgpt of $6.7 million for FY 80 and 
800 employees on its payroll, 

3. Proje:t Coordination. 

Because of the character of the employment sub-projects 
identified for execution under this loan, the principal implementation 
entity of the GOES will be the Ministry of Public Works and its 
operating sub-divisions, Caminos, DUA and ANDA, It is anticipated 
that the Ministry will also have responsibilit~1 for the execution of 
physical constructiun projects being implemented by other Ministries, 
for example, food storage facilities for the Ministry of Public Health, 
Therefore, although overall GOES coordination of Emergency Action 
Programs, including this Employment project, is invested in the 
Executive Office of Sectorial Coordination in the Ministry of Planning, 
all day to day coordination and impiementation execution will be car­
ried out under t~e direction of the Minister of Public Works through 
the mechanism of a Special Resources Office (SRO) to be established 
for that purpose. 

Physically headquartered in the Ministry of Public 
Works' central offices, the SRO will be staffed by an assigned Civil 
Engineer administrator; two assistant engineers, five construction 
inspectors, two accountants and three secretaries for the life of 
the project. Five consulting engineers, funded under this loan, will 
provide required technical support for all SRO operations, Planning 
liaison representatives from the Ministries of Planning, Public 
Health and Agriculture will be secunded to the unit as required, 
Additionally, a 1iason representative from DIDECO, Ministry of the 
Interior, will be assigned to tne SKU to provide guidance and assistance 
to assure maximum community participation in the identification and 
implementation of sub-projects. 

The SRO will be responsible for all central planning 
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requirements J including contingent needs for sub~projects being 
executed by elements of other Mi n i stri es Ci., e" Nqtura 1 Resources 
and Livestock Divi s ion~ of t'. Ministry of Agriculture); assistance 
in the development of comple~~j addition~l sub-project plans; and 
the monitoring and certification of sub-project implementation by 
each executing agency. Specifically, the SRO will: 

- Review and authorize eligible sub-projects priQr 
to execution. 

- Monitor and conduct work in-progress inspection 
of sub-projects. 

- Assess and certify comp1et.ed s~b·project activity 
for reimbursement. 

- Manage emergency employment fund revolving account. 

- Evaluate and recommend modification of sub-project 
• procedures and practices where appropriate. 

The operation of the SRO is consistent with extensive 
previous similar coordination roles performed by the Ministry of 
Public Works. Further, the Ministry's ffforts in this cap~.city 
are recognized and accepted by other Mi,listries. The Ministry of 
Public Works has the necessary d~~th dnd range of personnel required 
and is capable of adequately supporting the SRO administrative 
requirements. 

C. Financial Analysis 

1. Financial Plan: 

Based on the Financial Summary presented in Section I 
and discussed in the Project Description it is anticipated that AID 
Loan funds and AID grants and GOES counterpart resources will be 
allocated to the project as follows: 

Consolidated Financial Plan 
In US $000 

Use of Funds Loan Grant GOES Total -
Emergency Employment Fund 14,600 2,500 17.100 
Design and Management 
Improvement 400 2.650 3,050 
Strengthening of Public 
Works Sector 125 125 

TOTAL 15,000 125 5,150 20,275 = = 
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Aro funds will be authorized for disbursement in two 
separ~te phases. Ten mtlli:on dollars is expected to be authorized 
in loan funds and the total requirements ($125,000) of the grant 
funding in Phase 1. Authorized funding for Phase II will be an ad­
ditional $5,0 mil~ton of loan funds. For funding source detail see 
Exhibit II, Cost Estimate and Fi~ancial Plan of AID funds by 
Funding Sources. 

As can be seen in Exhibit 1 no separate budget allocation 
has been made for Contingency or Inflation as this Project has been 
designed to provide funding for a number of public works projects 
from a predetermined list of sub-projects with specific criteria 
which must be met before AID financing can be approved. The govern­
ing ceiling is the amount provided by this project and it will be 
the responsibility of the Ministry of Public Works Special Resources 
Office to establish specific project ceilings which will contain 
contingency and inflation factors when appropriate. 

Expenditures have been projected by cost components, by 
source of funding and by Fiscal Year and are shown as Exhibit III. 
Total expenditures by fiscal year are as follows: 

Consolidated Disbursement Schedule 
In as $000 

Use of Funds 1980 1981 1982 

Emergency Employment Funds 8,000 7,000 2,100 

Destgn and Management Improvement 1,230 1 ,130 690 

Strengthening of Public Works Sector 42 48 35 

TOTAL 9,272 8,178 2,825 

During Fiscal Year 1980.forty six percent of total expen­
ditures are estimated to occur as this is an emergency project and 
it is expected that the GOES will immediately act upon project 
execution, 

Ninety seven percent of Loan funds or $14,600,000 has been 
identified to be uti'lized in the emergency Employment Fund; however. 
if the component for the Design and Management Improvement appears 
to be underesti~~ ~ed for an adequate and expedient utilization of 
the Employment Fund, the GOES with USAID's concurrence may allocate 
Loan resources by mutual understanding. 

Although this proje l structure lends itself to the use of 
fixed amount reimbursement method (FAR) of financing, it has been 
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dectded not to use FAR because the. purpose of this project is to generate 
employment immediately. The FAR process of estimating costs, obtaining 
approvals, etc. is considered too 1engtny. 

2. Counterpart Contri5utions 

Counterpart contributions of $5,150,000 consist of 
$650,000 for the two and one half year operation of the SRO, $2.0 million 
will be in-kind contributions of infra~tructure management supervisory 
activities, which are estimated at 15% of project costs. This is a very 
conservative estimate since the overall t~inistry of Public Works 1980 
~udget provides $27.8 million tor operating costs of a total $93.1 
million budget which is 30% of the budget. 

The other $2.5 million will be cash contributions which 
will be deposited in tranches into the Central Reserve Bank Account to 
cover project costs. 

The costs of the SRO are exp~cted to be as follows: 

Special Resources Office - (2 yr. costs) 

Personnel 
1 
2 

Engineer/Manager 
Ass't. Engineers 

30 mos. at 1,200/mo. 
1 at 30 mos. at 800/mo. 
1 at 24 mos. at 800/mo. 

5 

2 
3 

Construction Inspectors - 2 at 30 mos. at 720/mo. 

13 
1 

Accountants 
Secretaries 

Dri vers 
Messenger 
Soci a 1 Benefi ts 

Other Operating Costs 
8 vehicles for staff 
5 vehicles for consultants 
Office 
Equipment 
Travel 

f1isc. Expenses for Office 

Total Office Operating Cost 
Contingency 

3 at 24 mos. at 720/mo. 
30 mos. at 750/mo. 
1 at 30 mos. at 400/mo. 
2 at 24 mos. at 300/mo. 

- 24 mos. at 200/mo. 
- 24 mos. at 160/mo. 

30% of Salaries 

- 24 mos. at 300/mo. 
- 24 mos. at 300/mo. 

30 mos. at 1,500/mo. 

- Staff (50% of time) 
2,520 days at $10 x 2 yrs. 

TOT A L 

$ 36,000 
24,000 
19,200 
43,200 
51 ,840 
45,000 
12,000 
14,400 
64,400 
3,840 

94,164 
~mr,044 

$ 57,600 
36,000 
45,000 
10,000 
50,400 

40,000 
$239,000 
$647,Q44 

2,956 
$650,000 



Emergenc~ Emplo~ment Fund 

PUBLIC SECTOR EMPLOYMENT PROGRAM 

SUMMARY COST ESTIMATE AND FINANCIAL PLAN 

In US $000 

AiD 
Loan Grant Total --

Urban Infrastructure Subprojects 7,800 1,800 

Rura I Infrastructure Subproject 3,100 3,200 

Land and Conservation Subprojects 3,100 32 100 

SUB TOTAL 14,600 14,600 

Desi9n and M9mt. Im2rovement 

Min. of P.W. Special Resources 
Offi ce 200 200 

Spare Parts 200 200 

Implementing Agency Management 

SUB TOTAL 400 400 

Strensthenin9 of Pub lie Works 
Sector 

Project Evaluation 25 25 

Tech. Assistance and Training 100 100 

SUB TOTAL 125 125 

GRAND TOTAL 15,000 125 15,125 

EXHIBIT I 

GOES 
Coun te rpa rt TOTAL 

1,027 8,827 

941 4,641 

532 3 2632 

2,500 17,100 

I 
\.oJ 
0-

650 850 I 

200 

2,000 2 2000 

2,650 3,050 

25 

100 

125 

5,150 20,275 



EXHIBJT II 

PUBLIC SECTOR EMPLOYMENT PROGRAM 

Cost Estimate and Financial Plan AID Funds 

by FUNDING SOURCE (In U. S. $000) 

PHASE PHASE 2 TOTALS 
Loan Grant Total Loan Loan Total Total 

F&N SDA SDA AID F&N SDA F&N SDA Loan Grant 

Emergenc~ Em~lo~ment Fund 

Urban Infrastructure Subproject S,800 S,800 2,000 7,800 1,800 

Rural Infrastructure Subprojects 2,BOO 2,800 900 3,700 3,700 

Land Conservation Subprojects 1 !OOO 1 !OOO 2 1 100 3! 100 3,100 

SUB TOTAL 3,800 5,800 9,600 3,000 2,000 6,800 7,BOO 1",600 

Design and Management Improvement 
, 
'-'I 
...... 

Hin. of P.W. Special Resources Office 200 200 200 200 I 

Spare Parts 200 200 200 200 

Implementing Agency Management 

SUB TOTAL 200 200 "00 200 200 400 

Strengthening of Public Works Sector 

Project Evaluation 25 25 25 

Technical Assistance and Tra In Ing 100 100 100 

SUB TOTAL 125 125 125 

GRAND TOTAL ",000 6,000 125 10,125 3,000 2,000 7,000 B,ooo 15,000 125 



Loan 

EMERGENCY EMPLOYMENT FUND 6,800 

Design and Management 'm~rovement 

Hln. of P.W. Special Resources 
Office 50 

Spare Parts 60 

Implementing Agency Management 

SUB TOTAL 110 

Strengthening of Public Works 
Sector 

Project Evaluation 

Technical Assistance and Training 

SUB TOTAL 

GRAND TOTAL 6,910 

PUBLIC SECTOR EMPLOYMENT PROGRAM 

PROJECTION OF EXPENDITURES BY FISCAL YEAR 

In US $000 

1980 
Grant Total AID GOES Loan 

6,800 1,200 6,000 

50 160 100 

60 110 

960 

110 1,120 210 

10 H 

32 32 

42 42 

42 6,952 2,320 6,210 

EXHIBIT" I 
Page , 

1981 
Grant Total AID GOES 

6,000 1,000 

100 280 

110 

61.0 I 
w 
CD 

210 920 
I 

48 48 

48 48 

48 6,258 1 ,920 



Loan 

EHERGENCY EMPLOYHENT FUND 1 ,BOO 

Design and Hanagement I~rovement 

Hln. of P.W. Special Resources 
Office 50 

Spare Parts 30 
Implementing Agency Hanagement 

SUB TOTAL BO 

Strengthening of Public Works 
Sector 

Project Evaluation 

Technical Assistance and Training 

SUB TOTAL 

GRAND TOTAL l,BBO 

PUBLIC SECTOR EMPLOYMENT PROGRAM 

PROJECTION OF EXPENDITURES BY FISCAL YEAR 

In US $000 

19B2 
Grant Total AID GOES Loan 

1 ,Boo 300 14,600 

50 210 200 

30 200 

400 

Bo 610 400 

15 15 

20 20 

35 35 

35 1,915 910 15,000 

t'age 'I. 
EXHIBIT III 

TOTAL GRAND 
Grant GOES TOTAL 

2,500 17,100 

650 850 

200 , 
2,000 2,000 

w 
'D 
I 

2,650 3,050 

25 25 

100 100 

125 125 

125 5,150 20,275 
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0, Social Analysis 
• '1 

1, Project Beneficiaries and Spread Effects 

The primary target group for the Project is the large 
number of un- and underemployed laborers in El Salvador. Present 
estimates indicate that both have increased $ignificantly during the 
past year -- to the point that some 50% of the labor force (700,000 
people) are seriously under- or unemployed. It goes without saying 
that this project will not provide benefits for this entire group. 
Nonetheless, assuming an average wage rate of ;12 per day ($4.80), 
approximat~ly 80,600 person months of employment will be created. 
Again assuming that all of this employment will be short-term, i.e., 
averaging from two to three months per sub-project, at least 25,000 
to 40,000 people will be employed and will receive income supplements 
as a direct result of the public works financed through this project. 

The distribution of employment create~ by the Emergency 
Progl~am will ~lso have important income and migration effects, both 
of which will contribute to increasing political and economic stabi­
lity during the life of the project. This is based on several factors. 
First, despite a traditional preference for agricultural work, in­
creasing rural/urban wage/price differentials and severely reduced 
employment/income alternatives in rural areas are creating greater 
movement into the country's already strained urban areas. Because 
of the extremely short distances in El Salvador, such rural/urban 
transfers are all too feasible during perio~of economic dislocation. 
Adding to the pressure for this migration is a significant difference 
in the dependency ratio between rural and urban workers: the rural 
worker is estimated to support an average of 2.3 additional economi­
cally inactive individuals compared with the 1.9 of his urban coun­
terpart. 

To the extent employment generated by this program 
produces enhanced rural economic alternatives, pressures on the rural 
unemployed to migrate to urban areas will be reduced. This will help 
to decrease the urban unemployment burdp.n, as well as reduce the 
pressures on limited services and facilities in marginal urban areas. 
While enhanced economic opportunities in both urban and rural zones 
will assist in reducing potential adverse political action by 
deflating the available market, increased rural employment could also 
cut sharply into current exploitation of campesino labor problems by 
apposing political groups, including the practice of trucking large 
numbers of idle farm laborers to anti-government demonstrations in 
San Salvador and other urban centers. 

Project beneficiaries will also include a substantial 
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number of urban and rural poor who are currently without basic water 
and sewerage services. In San Salvador alone, it is estimated that 
some 60,000 people living in tugurios and illegal settlements will 
directly benefit from the new infrastructure and services provided 
under this Project. 

2. Feasi bil ity 

With the exception of certain higher level skills in 
the construction sector (masonry, carpentry, construction supervision) 
the predominant employment requirement (approximately 90% of all jobs) 
demanded by the sub-projects is for unskilled, manual labor, parti­
cularly within the rural/agricultural field. The character of the 
work entailed (earth moving/shaping, handling, lifting, compacting, 
etc.) is traditionally acceptable and within the capability of the 
unemployed target group. Higher level skill needs developed by the 
respective sub-projects can be adequately met by those unemployed in 
the currently moribund commercial construction and manufactur;'1g 
sector. 

3. Role of the Community 

Direct community involvement in this program -- in the 
sense of organized community participation in the entire planning or 
implementation phases is not contemplated except in isolated circum­
stances. Nonetheless, sub-projects to be implemented in the small 
urban core areas of the rural towns and villages outside of San Sal­
vador will rely heavily on traditional community structures/institu­
tions for recruitment and employment of the "local labor force and 
for necessary ancillary support. Income effects on participating 
communities, of course, will a'ilio be important. 

4. Role of Women 

While direct employment generated by this project is 
culturally defined for men, some sub-projects will provide selected 
job opportunities for women, for example "rocking" on access road 
improvements. Women are frequently directly employed on "lighter" 
aspects of such construction work such as chipping, stacking, etc. 
For the most part, however, involvement of women in this program is 
likely to be indirect, such as additional sales by female street 
vendors near such projects and some probable increased farm employ­
ment and income as a result of male displacement on local sub-project 
construction. In some cases, women may be able to reduce undesire­
able outside employment and redirect work effort to the home or 
community. 

E. Economi\ Analysis 

The macro-economic justification for the Public Sector Employ­
ment Program is provided in the Background and Problem section of 
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this Project paper, Giyen the employment generating Qrientation 
of the prOject, cQst~benefit r~tios were not computed for sub~ 
projects, However, projects have been selected with a view to 
ensuring that positive benefits are created ~~ primarily through 
lowered transport costs, health improvement, increased food storage 
capacity, conservation and wood fuel supply, and improved soil 
productivity. 

1. Demand 

During intensive review, the Mission identified 480 
sub-projects for an estimated $8,5 million ready for immediate im­
plementation from a backlog of Government projects designed to 
meet infrastructure needs in urban and rural areas occupied by 
predominately lower-income groups, Additional projects totalling 
$9.2 million can be ready for implementation within six months, 
All of the $17.7 million of potential sub-projects met loan criteria. 
Given the backlog of other projects in earlier design stages, there 
is sufficient demand for project funds even if any of the potential 
projects selected for financing are eliminated following more 
intensive review. 

2. Employment Effect 

Direct Employment; Table V provides a detailed break­
down of labor content and job creation by investment category, Labor 
coefficients as a percent of total cost were estimated from the 
detailed budgets of projects ready for implementation. These coef­
ficients were then used to derive the estimated wage bill. The wage 
btll was then divided by the weekly wage of ~84.00 colones ($36,60) 
proposed for the project to obtain person weeks of labor created. 
Since most sub-projects are quite small scale, most will be completed 
between 45 and 90 days. An average of 60 days was assumed in calculat­
ing the number of jobs to be created. 

Using these assumptions, the Project will create some 
37,900 job oppcrtunities of 60 day duration and generate at least $10 
million of wage income, Approximately 14,800 urban sector job~ will 
be heavily concentrated in the San Salvador Metropolitan Area. At 
a maximum, this will provide direct but temporary relief to 5% of the 
750,000 workforce considered un-or undelemployed. Direct employment 
beneficiaries, including extended family members, should total ap­
prOximately 200,000, 

3, Secondary Effects: 

A reliable model for El Salvador with which to predict 



TABLE V 

ESTIMATED EMPLOYMENT CREATION 

Estimated Estimated Person-Weeks # Jobs 
Estimated Percent Wage Labor Created 
Cost (t;) Labor Bill * 

Urban Sub-projects 

Drainage 774,300 59 457,000 13,600 1,600 
Streets 3,650,600 59 2,154,000 64,100 7,500 
Water 1,610,500 51 821,000 24,400 2,900 
Sewer 1,044,500 64 668,000 19,900 2,300 
Food Storage 120,000 60 72,000 2,100 300 
Bridges 113,600 58 65,000 1,900 200 

Sub-Total 7,313,500 58 4,237,000 126,000 14,800 

Rural Sub-projects I 
~ 
w 
I 

Drainage 1,892,700 52 984,000 29,300 3,500 
Roads 1,901,200 51 970,000 28,900 3,400 
Bridges 762,700 68 519,000 15,500 1,800 
Food Storage 414,000 60 248,000 7,400 900 
Reforestation 3,569,000 74 2,641,000 78,600 9,200 
Soil Conservation 1,340,000 67 898,000 26,700 3,100 
~Iater Reservoi rs 500,000 68 340,000 10,100 1,200 

Sub-Total 10,379,600 64 6,600,000 196,500 23,100 

TOT A L S 17,693,100 61 10,837,000 322,500 37,900 
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additional employment and income generating effects doe$ not exist~ 
although it is likely that the purchase of locally manufactured 
construction m.aterials will generate additional employment demands. 
However, it is in the area of consumer demand creation and sub­
sistence level small~farm investment that the Project's major 
secondary effects will be generated. For lower income barrios, 
the widespread disbursement of $10.8 million of new incomes will 
maintain cash flows presently being reduced by economic depresion. 
For some of those employed, it is likely to be the only source of 
cash with which to purchase needed seed and fertilizer inputs for 
small farm plots during the period of the public sector employment plan. 
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V. PROJECT INPLmENTATIOfJ 

A • S urrana ry 

In order to achi"eve the major purpose of the Project -.. to 
increase employment and income opportunities in the short-term -­
implementation of sub-projects and the disbursement of funds will need to 
begin quicklY. The Project has been designed to accommodate this need 
for speed. During intensive review, more than $17 million of sub-projects 
which meet the agreed upon selection criteria were identified for 
inclusion in the Government's Emergency Employment Program. Detailed 
plans exist for approximately $8.5 million of these sub-projects; 
implementation on these can therefore begin immediately. 

The first steps will be for the GOES to (1) create an account 
for the Emergency Employment Fund in the Central Reserve Bank of El 
Salvador and (2) establish and staff the Special Resources Office (SRO) 
\'Iithin the t1inistry of Public Horks. As stated in the Institutiollal 
Analysis Section of this Paper, the SRO has been designed to compensate 
for administrative weaknesses within the MPW, as well as to serve as the 
Project coordination point. It will review all potential sub-projects; 
select those which are eligible for Project financing; monitor 
sub-project implementation; approve payments; and certify when sub­
projects are completed. It will be staffed by at least ten professional 
civil servants, three support/clerical personnel, and five local contract 
engineers. Once the sub-project is approved and funding authorized, 
construction will be supervised by the appropriate implementing agency 
-- MPW Directorate of Urbanization and Architecture, MPW Directorate of 
Rural Roads, National Water and Sewer Administration, or ~1inistry of 
Agriculture. All work will bp. done using force account construction 
procedures, with labor contracted as needed. 

It is anticipated that the SRO will have been established and 
staffed by February 15, 1980, and that the initial sub-projects will 
have been identified for financing and ready for implementation before 
the end of February. The Mission is therefore requesting that it be 
authorized to reimburse the GOES for eligible expenditures from the date 
of creation of the SRO, rather than the date of authorization, which 
may be several weeks later. This will allow the GOES to move forward 
quickly with the program and \'lith creating new jobs. Assuming that this 
schedule can be maintained, we expect at least $8 million of Loan funds 
to have been disbursed by September 30, 1980. Therefore by late FY 1980, 
and certainly no later than the first two months of FY 1981, the Mission 
expects to obligate the remaining $5 million for the Public Sector Emoloyment 
Program. 
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B. Disbursement Procedures 

1. Local Currency 

a. EmF'oyment Fund Account 

Taking into consideration the emergency nature of 
this Project and the relative cash position of the GOES at this time, 
A.I.D. is prepared to authorize an advance of funds which will be 
based on a 90 day projection of disbursements. The advance will be 
made to the GOES Treasury, Development Loans Account on behalf of 
the borrower. The Treasury will in turn authorize the opening of a 
revolving fund account in the Central Bank. The account will be 
managed by the Special Resources Office (SRO) of the borrower in order 
to make timely payr)~nts of the project costs. This account will be 
reimbursed by the Treasury from the A.I.D. advance; the Treasury will 
request loan disbursements submitting either paid documentation and 
or certifications in order to replenish the advan~e account. 

The advantage of establishing this type of account 
is that it facilitates and expedites payments for materials and labor 
costs which cannot be delayed. In addition, once the Treasury is 
involved, all GOES fiscal requirements will have to be followed fo .. 
recording the loan disbursements, project expenditures, pre audit of 
vouchers, and becomes part of the legal accounting system of the GOES. 
The Court of Accounts (a parallel of our GAO) will audit all expenditures 
and procedures, ti~IJS mi nimi zi ng any improper use of loon funds. 

The proposed account will also simplify transfers of 
funds and or pa~nents for costs of projects being implemented by 
different agencies of the three ministries involved in this project. 

The documentation requirements and certifications 
for payments will be spelled out in Implementation Letters under the 
Loan Agreement. 

b. Disbursement to Impiementing Agencies 

Following approval of each sub-project, the SRO will 
provide the appropriate implementing agency with the full amount of 
estimated sub-project funding in accordance with the ap~roved cost 
estimates and budget. This will take the form of progress payments to 
the implementing entity, contractors, or suppliers on presentation of the 
stipulated documentation. This procedure has prover. effective in 
meeting bimonthly force account payrolls, contractor and supplier 
billings and in exercising control and accounting of disbursements for 
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other t·1PW works. The sl.lpulated documentation will include certifications 
by a designated construction supervisor, by the Special Resources Office, 
and oy tne personal services engineering consultant to be retained by 
the SRO. 

Under usual payroll procedures, payment for a previous 
bimonthly work period are made at the end of the following weekly 
period. This is accomplished by submission of the certified payroll 
documentation to the SRO which releases funds in time to meet the payroll. 
Documented contractor and supplier billings can similarly be reimbursed 
within a one-week period of submission. 

Because each sub-project final cost estimates will 
contain inflation and contingency allowances, cost overruns are not 
expected to be a problem, particularly under force account procedures. 
It is planned to include a contingency allowance of 10% for materials and 
transport and 15% for labor costs in the preparation of cost estimates. 
In addition, the GOES is currently under pressure to increase wages which, 
if done during sub-project execution, will entail appropriate related 
cost adjustments. 

2. Foreign Exchang~ 

Since the primary objective of the program is to create 
employment, all of the anticipated sub-projects will be relatively small 
and labor-intensive and will have been designed to make maximum use of 
local materials and labor and to minimize the need for imported goods. 
However, to the extent that limited imported goods are needed and 
foreign exchange costs incurred, the Project can be used to cover them. 
In these cases, upon request by the GOES, A.I.D. would issue a Letter 
of Commitment to a U.S. bank for any sub-project related foreign exchange 
costs. Letters of Credit ,,,ould then be executed by the Central Bank (on 
behalf of the Emergency Employment Fund) in the name of the supplier and 
payment would be made directly to this supplier. Any banking charges 
incurred by the GOES in connection with these Letters of Commitment and 
Letters of Credit can be financed under the project. 

C. Procurement Procedures 

No procurement of major equipment is expected. Also, since 
a 11 construction wi 11 be done on a force account basis, there wi 11 be no 
constructi on contracts. The only expected procurement wi 11 be for (1) 
$200,000 of loan funded, equipment spare par~s, (2) $200,000 for five 
personal services contractors with the Special Resources Office, and 
(3) local procurement of construction materials, minor equipment and 
labor. 
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1. Spare Parts 

The spare parts listed in Annex ILB will be procured 
usiflCJ t200,OOO of Loar. Funds. Because of the minor nature of the sum 
and the need to procure the Hems quickly in order to avoid implementation 
delays, these spare parts will be procured from local distributors. The 
origin of all spare parts will be the United States. 

2. Consultants to SRO 

The five consultants to the SRO will be contracted through 
host country contracts. No contract is expected to exceed $50,000. All 
will be negotiated according to normal GOES procedures. 

3. Local Materials and Labor 

The implementing agencies will procure all required 
materials locally off-the-shelf, and contract for unemployed labor as 
needed. 

D. Project Monitoring 

The local consulting engineers will submit monthly progress 
reports to the Sper.ial Resources Office. These will include current 
information on dist'ursements and commitments, work force levels, sub­
project status, and recommendations for procedural improvements (when 
relevant). Copies of the monthly reports will be provided to USAID. 
Monthly progress reviews will be held between USAID and the Special 
Resources Office. 

E. Evaluation Plan 

Tv/o project evaluations are planned: one between Septembe." 
and December 1980, approximately six to nine months after the Project 
begins, depending upon implementation progress, and one in June 1982, 
at the completion of the Project. 

The first will concentrate on implementation procedures and 
on the degree to which the program has been able to have the desired 
high and immediate impact. In more specific terms, it will look at: 

the effectiveness of the SRO, including how long it takes 
in reviewing, authorizing, and disbursing for sub-projects; 

the appropriateness of the sub-project selection criteria, 
especially as they relate to the Project purposes; 



-49-

-- the effectiveness of the individual implementing agencies 
in meeting Project objectives and ways in which the 
Project could be restructured to compensate for any 
weaRnesses; 

hardware, including spare parts, requirements for the 
implementing agencies; and 

the locations and status of sub-projects already completed. 

In more general terms, this first evaluation will look at the 
amount of new employment and the income levels generated as a result of 
the Project. It will also attempt to ascertain the prior employment 
status of those laborers hired under the Project, dS well i;I~ ~-:lentify 
the particular benefici&ries of the program -- e.g., whether or not there 
is a predominance of workers from certain regions of the country or from 
certain age groups. 

The second or final evaluation, will also look at the effectiveness 
of the Project design in meeting its short-run high impact objectives. 
Beyond this, it will examine the longer run role of expanded public works 
prognms in the country's employment strategy. It will look at: 

the labor content of the sub-projects financed through the 
Public Sector Employment Program and the overall income 
effect; 

the possible migration effects and geographic distribution 
of benefits; 

the degree to which laborers temporarily employed under 
this Project have been able to move on to permanent 
jobs; and 

the socio-economic benefits of the infrastructure financed 
under the Projec~. 

F. Environmental Considerations 

The attached Initial Environmental Examination (lEE) recognizes 
that most of the potenti?! sub-projects proposed will have no, or very 
little, environmental impact. This is r-'~!'ticularly true of all those 
projects which merely add to, exten~, orrepuir existing facilities, 
and which by design will not cause the original infrastructure or 
affected area to be changed. It therefore recommends a Negative 
Threshold Determination. However, in some cases, there may be changes 
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in land-use -~ e.g., the reforestation and soil conservation sub­
projects -- which will require further environmental analysis. The 
sub-project selection criteria have been designed to take into account 
environmental considerations, especi~lly to avoiding projects which 
might have adverse environmental effects. When the sub-projects are 
reviewed, the SRO will determine those for which there may be p~tentially 
adverse effects. In those cases, the GOES will agree to submit its 
findings on possible environmental effects to AID prior to approval. 
AID will review these findings, and when deemed necessary, will advise 
the SRO of the kinds of additional environmental analyses which will be 
required before sub-project authorization. 
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ANNEX 1 ,B 
Page 1 of 12 pages 

5C(1) - COUNTRY CHECKLIST 

listed beJow are. first. statutory criteria applicable generally to FAA funds. and then criteria 
applfcableto individual fund sources: Development Asistance and Economic Support' F"R.f . 

A. GENERAL CRITERIA FOR COUNTRY ELIGIBILITY 

1. FAA Sec. 116. Can it be demonstrated that 
contemplated assistance will directly benefit 
the needy? If not, has the Gepartment of 
State determined that this government has 
engaged in a consistent pattern of gross 
violations of internationally recognized 
human rights? 

2. FAA Sec. 481. Has lt been determined that 
the government of recipient country has failed 
to take adequate steps to prevent narcotics 
drugs and other controlled substances (as 
defined by the Comprehensive Drug Abuse 
Prevention and Control Act of 1970) produced 
or processed, in whole or in part, in such 
country, or transported through such country, 
from being sold illegally within the juris­
diction of such country to U.S. Government 
personnel or their dependents. or from 
entering the United States unlawfully? 

3. FAA Sec. 620{b}. If assistance is to 
a government, has the Secretary of State 
dete~ined that it is ~ot controlled by the 
international Communist movement? 

4. FAA Sec. 620(c). If assistance is to 
government, is the government liable as 
debtor or unconditional guarantor on any 
·debt to a U.C;. citizen for !loods or services 
furnished or ordered where (a) such citizen 
has exhausted available legal remedies and 
(b) debt is not denied or contested ~v such 
government? 

5. FAA Sec. 620(el(l~. If assistance is to 
a govenment, has i (lncluding government 
agencies or subdivisions) taken any action 
which has the effect of nationalizing. 
expropriating. or otherwise seizing owner­
ship or control of property of U.S. citizens 
or~entitjes beneficially owned by them with·· 

. out taking steps to discharge its obligations 
toward such citizens or entities? 

Project will benefit the c.ountry's 
needy poor. 

El Sal vador takes. cidequ~te:s:teps 
to' prevent narcotic .traFf'ic.:: 

Yes. 

No, as fa·r as; s known 

No. 



A. 

7. FAA Ser.. 620 1. Is recipient country 
in any way nvo ve i~ (a) subversion of, or 
military aggression against, the United States 
or any country receiving U.S. assistance, or 
(b) the planning of such subversion or 
aggression? 

8. 'FAA Sec. 620 (j). Has the country permitted 
or failed to take adequate measures to prevent, 
the damage or destruction, by mob action, of 
U.S. property? 

9. FAA Sec. 620(1). If the country has failed 
to instltute the lnvestment guaranty program 
for th'e specific risks cf expropriation, incon­
vertibility or confiscation, has the AID 
Administrator within the past year considered 
denying assistance to such government for this 
reason? 

10. FAA Sec. 620(0}; Fishermen's Protective 
Act of 196', as amended, Sec. 5. If country 

,har seized, or -imposed any penalty or,· sanction 
against, -any -U.~ ·Hshifl9 -activtti-es in 
international waters: 

a. has an.v deduction required by the 
Fishermen's P~otective Act been made? 

b. has complete denial of assistance 
been considered by AID Administrator? 

11. FAA Sec. 620; FY 79 App. Act,Sec. 603. , 
(a) IS the government of the recipient country 
in default for more than 6 months on interest 
or prbcipal of any _AID loan to the country? 
(b) Is (Quntry in default exceeding one year 

,on interest or principal on U.S. loan und~ 
program for which App. Act appropriates 
funds? 

12. FAA Sec. 620(s). If =ontemplated 
assistance is development loan or from 
Economic Support Fund, has the Administrator 
taken into account the percentage of the 
country's budget which is for military 
expenditures, the amount of foreign exchange 
spent on military equlpment and the 
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No •. 

No. 

No. 

~~:"Sa'14a€lo'r 'hits institlJte-d'the 
Inves.t(lleriCGuarant¥ Pr,oQ.r'a'm. 

E1 Salvador has ,not sei zed or 
imposed pen'qlties against any u.sL 
fishing activities in internation~l 
waters. 

Yes: , 9.,.2 percent, 'of ,the current. 
nat.iona 1 . budget l sassi gned for 
TTii Ht~ry' expenses .. Of I th-ts amount 
$10 'niill"ion.'i.$' to;:b~ expended on 
mi litary equipment ... The' GOES: has 
not purcfias~d~sophisti~atedweapons. 



A.12. 

amount spent for the purchul! of sophfsticated 
weapons systems? (An affirmative answer may 
refer to the record of the annual "Taking Into 
Consideration" memo: "Yes. as reported in 
annual report on implementatfon of Sec. 620(s).' 
This report is prepared at time of approval by 
the Adminfstrator of the Operational Year Budget 
and can be the basis for an affinmatfve answer 
during the fiscal year unless significant change 
in circumstances occur.) 

13. FAA Sec. 620(t). Has the country severed 
diplomatic relations with the United States? 
If so. have they been reswned and have new 
bilateral assistance agreements been negotiated, 
and entered into since su:h resumption? 

14. FAA Sec. 620(u). What is the payment status 
of the countryl-s 'J.N. obligations? I~ +',,:! count .. u 

is in arrears. were such arrearages'taken into 
account by the AID Administrator in determininQ 
the current AID Operational Year Budget? 

15. FAA Sec. 620A FY 79 App.Act. Sec." 607. Has 
the country gran tea sanctuary from prcsecution to 
any individual or 'group which has committed an 
act of international terrorism? 

16. FAA Sec. 666. Does the country object, on 
basis of race, religion, national origin or 
sex, to the presence of any offi cer or (111il 1 oyee 
of the U.s. there to carry out economic 
development program under FAA? 

17: FAA Sec. 669, 670. Has the country, after 
August 3, 1977, delivered or received nuclear 

enrichment or reprocessinQ equipment. materials, 
or-technology, without specified arrangements or 
safeguards? Has it detonated a nuclear device 
after August 3, 1977, 'although not a "nuclear­
weapon State" under the nonprol iferation treaty? 

B. FUNDING CRITERIA FOR COUNTRY ELIGIBILiTY 

1. Development Assistance Country Criteria 

a. FAA Sec. l02(b~(4). Have criteria been 
established and taken lntO'account to assess 

---coomitment progress of country in effectively 
involving the poor in development. on such 
indexes as: (1) increase in agricultural 
productivity through small-farm labor intensive 
agriculture, (2) reduced infant mortality, 
(3) control of population ~rowth, (4) equality 
of income distribution, (5) reduction of 
unemployment, and (6) increased literacy? 
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No 

From ;-nfor.mat.ion--ava;-pable to 
the Miss'io~;"El:Safv'ado-r 'is 
meet i rig- -jts lm ob 11 ga tiQrls . 

NO. 

No. 

No. 

El Salvador is committed to involve 
the poor in the development.process 
by carrying out several proJects 
to address their needs in the 
agricultural, health, nutrition, 
housing, employment and other 
sectorc:: -



B.l. 

b. FAA Sec. 104 d 1. If appropriate, is 
this deve opment lnc u ng Sahel) activity design~ 
to build motivation for smaller families through 
modification of economic and social conditions 
supportive of the desire for large families in 
programs such as education in and out of school, 
nutrition, disease control, maternal and child 
health services, agricultural production, rural 
development, and assistance to urban poor? 

2. Economic Support Fund Country Criteria 

a. FAA Sec. 502B. Has the country engaged 
in a consistent pattern of gross violations of 
internationally recognized human rights? 

b. FAA SPC. 533(b). W4ll assistance under 
the Southern Africa program be provided to 
Mozambique, Angola, Tanzania, or Zambia? If so, 
has President determined (and reported to the 
Congress) that such assistance will further U.S, 
foreign policy interests? 

c. FAA Sec. 609. If commodities are to be 
granted so that sale proceeds will accrue to th. 
recipient country, have Special Account (co~ntel­
part) arrangements been made? 

d. Pi 79 App. Act,Sec. '-13. Will assistance 
be provided for the purpose of aiding directly the 
efforts of the government of such country to 
repress the legitimate rights of the population 
of such country contrary to the Universal 
Dec1ara~ion of Human Rights? . 

e. FAA Sec. 620B. Will security supporting 
assistance be furnished to Argentina after 
September 30, 19787 
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5C(2) - PROJECT CHECKLIST 

Listed below are statutory criteria applicable generally to prDJects with FAA funds and project 
criteria ap~licable to individual fund sources: Development Assistance (with a subcategory for 
criteria applicable only to loans); and Economic Support Fund. 

CROSS hEFERENCES: IS COUNTRY CHECKLIST UP TO DATE? 
HAS STANDARD ITEM CHECKLIST BEEN REVIEWED FOR THIS PRODUCT? 

A. GENERAL CRITERIA FOR PROJECT 

1. FY79Apr Act Unnumbered; 'FAA'Se2·'65j 
Sec. 634A. a) Describe how Committees on 
Appropriations of Senate and House have been 
will be notified concerning the p!'oject: . 
(b) is assistance within (Operational Year 
Budget) country or internati~nal organizatioJ 
allocation reported to Congress (or not more 
than $1 million over that figure)? 

2. FAA Sec. 611 a 1 • Prior to obligation 
1n excess 0 • DO, will there be {a} engi 
neering, financial, and other plans necessary 
to carry out the assistance and (b) a reasona 
firm estimate of the cost to the U.S. of the 
assistance? 

3. FAA Sec. 611(a)(2). If further legislatil 
action is required within recipient country, 
what is basis for reasonable expectation that 
such action will be completed in time to perm; 
.orderly accomp11~hment of purpose of the 
assi starrce? 

4. FAA Sec. 611(b); FY 79 App. Act Sec. 101. 
If for water or water-related land resoun:e 
construction, has project met the standards 
and criteria as per the Principles and Standar( 
for Planning Water and Related land Resources 
dated October 25, 1973? 

5. FAA Sec. 611 e. If project is capital 
assistance e.g., construction), and all 
U.S. a sistance for it will exceed $1 million, 
has Mission Director certified and Regional 
Assistant Administrator taken into cons1deratiol 
the country's capability effectively to maintail 
and utilize the project? 

6. FAA Sec. 209. Is project susceptible of 
execution as part of regional or multilateral 
project? If so why is. project not so executed? 
Information and conc'usion whether assistance 
will encourage regional development programs. 

An advice·o~ P.rogram:Change has 
been forwarded to the· congress 
notifying them'of this· new FY80 
projec~. The projec.t is .within 
the OYB. 

Yes. 

Not, required. 

Yes. 



I. 

7. FAA Sec. 601 a. Information and conclusions 
whether pro ect wi 1 encourage efforts of the 
country to: (a) increase the flow of internation 
trade; (b) foster private initiative and competi­
tion;, (c) encourage development and use of " 

'cooperatives. credit unions. and savings and loan 
associations; (d) discourage monopolistic practic 
(e) improve technical efficiency of industry. agr 
culture and commerce; and (f) strengthen froo 

labor unions. 

8. FAA Sec. 601~b). Information and conclusion 
on how project w 11 encourage U.S. private trade 
and investment abroad and encourage private U.S. 
partiCipation in foreign assistance programs. 
(including use of private trade channels and the 
services of U.S. private enterprise). 

9. FAA Sec. 612(b)j Sec. 636(h). Describe steps 
taken po assure thati to the maximum extent possi 
ble. the country is contributing local currencies 
to meet the cost of contractual and other service 
and,foreign currencies owned by the U.S. are 
utilized to meet the cost of contractual and 
other services. 

'10. FAA Sec. 612(d). Does the U.S. own excess 
foreign currency of the c0untry and. if so, what 
arrangements have1>een made fo" H;S rel elrs~-

11. FAA Sec. 601{e). Will the project utilize 
competitive'selection procedures for the awarding 
of contracts, except where applicable procurement 
rules allow otherwise? 

12. FY 79 ADD' Act Sec. 608. If assistance is 
for the production of any commodity for export. 
is the commodity likely to be in surplus on world, 
markets at the time the resulting productive! 
capacity becomes operative, and is such assistanc 
likely to cause substantial injury to U.S. 
producers of the same, similar. or competin~ 
carmodity? 

B. FUNDING CRITERIA FOR PROJECT 

1. Dev~loDment Assistance Project Criteria 

a. FAA Sec. 102 b • 111' 113' 281a. 
Extent to w lch actWlty w a e ectively 
involve the poor in development, by extending 
access to economY at local level. increasing 
labor-intensive production and the use of 
appropriate technology. spreading investment 
out from cities to small towns and rural areas. 
and insuring wide partiCipation of the poor in 
the benefits of develo'pment on a sustained 
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The project Will finance labor­
intensive public works and 
conservat1on activities. It 
~ill ,,~ndirectly contribute to 
efforts' to strengthen the 
private sector. 

U.S. goods and services will be 
used'as,appropriate. 

,:the GO~S' wi i l' contri bute, to the 
Emergency 'Employm~nt'Fund and 
provi'de staff~' equipme;nt 'and 
related support for il1lplement-

No. 

Ye~: 

, N/A 

fhe purpose" o-f ,the .. p.rpject is to 
increase emplb~me.nt and i'n'corne 
opportuni tl e's for the poor throu~ 
a variety of,small-..sC'al~ labor­
intensive!~~b1ii ~brk acti~ities 
I nves tment w'nt 'flow to urban, 
,-secondary ci ty', market town, and 
rural areas. It will promote 
the participation of both rural 
and urban poor men and women in 
the country's development. 



B.l ••• 

basis. using the appropriate U.S. institutions; 
(b) help develop cooperatives. especially by tech· 
nical assistance. to assist rural and urban poor t_ 
help themselves toward better 1ffe. and otherwise 
encourage democratic private and local governmental' 
institutions; (c) support the self-help efforts of 
developing countries; (d) promote the participation 
women in the national economies of developing countr 
and the improvement of women's status; and (e) ut11i. 
and encourage regional cooperation by developing 
countries? ' 

, b. FAA Sec. 103, 103A, 104, 105, 106
1 

107. 
Is assistance being made available: (inc ude cnl, 
applicable paragraph which corresponds to source 
of funds used. If more than one fur.d SDurce is 
used for project, include relevaJlt para~r ajJn ror 
each fun~ rource.) 

(1) '[103J for agriculture, rural development 
, or nutrition; if so, extent to which actiVity is 
specifically designed to increase productivity and 
income of rural poor; [103AJ if for agricultural 
research, is full account taken of needs of small 
fanners; C 

, (2) [104J for population planning under sec. 
l04(b) or health under sec. 104(c); if so, extent 
to which activity emphasizes low-cost, integrated 

,delivery systems' for health, nutrition and family 
planning for the poorest people, with particular 
attention to the needs of mothers and_ young 
Children, using paramedical and auxiliary medical 
personnel. clinics and health posts, commercial 
distribution systems and other modes of community 
research. 

(3) [105J for education, public admini­
stration, or human resources development; if so, 
extent to which activity ,strengthens nonformal 
education, makes formal education more relevant, 
especi a lly for rura 1 famll.i es and urban poor, or 
strengthens management capability of institutions 
enabling the poor to participate in development; 

(4) [106J for technical assistance, energy, 
research,. reconstruction, and selected development 
problems; if so" extent activity is: 

(11 technical cooperation and develo~ 
ment, especia11y with U.S. private and voluntary. 
or regional and international development. 
organizationsj 

(ii) to help alleviate energy pro~lems; 

(fif) research into. and evaluation of. 
economic development processes and techniques; 

(iv) reconstruction after natural or 
manmade disast~r~ 
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Approximately '$8- mi'llfoh bfthe 
~oan funds .will finance rural 
infrastructiJre: investment.' AID 
sub-prqjects wfl X: i:nt:1~ude·substant;'al 
labor content, arid'·;therefor'E~ 
contribute ~o i~creased r~~al 
incomes. 

Approximately $7,:inilH6ri-:-of loan 
funds will finance urban infra-
s tru<;tu're ,s ub;'projeGts , ' fnJc 1 udi ng 
'street: .impr.overrents', drainage; 
structures, and-watel":and, sewerage 
1i ne ~x~en~ i,o;lJs- in rna rg i n,a 1 
corrailtinities ;,.!.:, A 11. "R.laffi;lea qc;:ti viti es 
will hel~ the,paor·to;increas~ their 
,partjCi.p~tion· in development. 



B.l.b.(4). 

(v) for special development problem, 
and to enable proper utilization of earlier U.S. 
infrastructure, etc., assistance; 

(vi) for programs of urban development 
especially small labor-intensive enterprises, 
mar\(eting systems, and financial or other 1nst1-
tutivns to help urban poor participate in economic 
and social development. 

c. [107] Is appropriate effort placed on use 
of appropriate technology? 

d. FAA Sec. 110(a). Will the recipient 
country provide at least 25% of the costs of 
program, project, or activity with respect to 
which the assistance is to be furnished (or has 
the latter cost~sharing requir!!ment been waived 
for a "relatively least-developed" countrv)? 

e. FAA Sec. 110(b~. Will grant capital: 
assistance be disburse for project over more' 
than 3 years? If so, has justification satis­
factory to the Congress been made, and efforts 
for other financing, or is the recipient country 
"relativelY least developed"? 

f. FAA· Sec; . 28l( b). Oescri be exte'nt to 
which program recognizes the particular needs. 
desires. and capacities of the pe~ple of the 
COllntry; util izes the country's intell ectua 1 
resources to encourage institutional developmer'\.i 
and supports civil education and training in 
skills required for effective participation in 
governmental and political processes essential 
to self-government. 

g. FAA Sec. 122(b). Does the activity 
give reasonable promise of contributing to the 
development of economic resources. or to the 
increase or productive capacities and self­
sustaining economic growth? 

2. Deveiopment Assistance Project Cr'~eria 
(Loans Only) 

a. FAA Sec. 122(b). Information and 
conclusion on capacity of the country to repay 
the loan. including reasonableness c ~ 
repayment prospects. 

b. FAA Sec. 620(d~. If assistance 1s for 
any productive enterpr se which will compete 1n 
the U.S. with U.S. enterprise, is there an 
agreement by the recipient country to prevent 
export to the U.S. of more than 20: of the 
enterprise's annual production during the life 
of the loan? 
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Yes, all sub-projects will be 
chosen on the basis of labor­
intensity. 

Yes .' 

VA 

Yesy;the"prdject"~ill have a 
~ignificant "impact on the 
country""~"1 n~rastructure base 
.;;- jncreaseSin this .will 
contrfbLiteto:an improved 
productive capacity. 

The country has the capacity to 
repay"the loan. 

~1 III 



B. 

3. Project Crfterfa Solely'for Economfc 
Support Fund 

4. FAA Sec. 531 a. Will thfs assfstance 
support promote econom c or politfcal stabilfty? 
To the extent possible, does it reflect the 
policy oirections of section 102? 

b. EM Sec. 533. Will assistance under 
this chapter be used for military, or 
paramilitary activities? 
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5C(3) - STANDARD ITEM CHECKLIST 

Listed below are statutory items which normally Wll I be covered routinely in those provisions 
of an assistance agreement dealing with its implementation. or ~nvered in the agreement by 
imposing limits on certain uses of funds. 

These items are arranged under the general headings of (A) Procurement, '(B) Constructi~n, and 
(C) Other Restrictions. 

A. Procurement 

1. FAA Sec. 602. Are there arrangements to 
permit U.S. small business to participate :'1. 
equitably in the furnishing of goods and 
services financed? 

2. FAA Sec. 604(a). Will all commodity 
procurempnt financed be from the U.S. except 
as otherwi se determi ned by the Pres i dent or 
under delegation from him? 

3. FAA Sec. 604(d). If the cooperating 
country discriminates against U.S. marine 
insurance companies, will agreement require 
that marine insurance be placed in the 
United States on commodities financed? 

4. FAA Sec. 604(e). If offshore procurement 
of agricultural commodity or product is to be 
financed. is there provision against such pro­
curement when the domestic price of such 
commodity is less than parity? 

5. FAA Sec. 608(a). Will U.S. Government 
excess personal property be utilized wherever 
practicable in lieu of the procurement nf npw 
items? 

6. FAA Sec. 603. (a) Compliance with require­
ment 1n sectlon 90i(b) of the Merchant Marine 
Act of 1936, as amended. that at least 50 per 
centum of the gross tonnage of commodities 
(computed separately for dry bulk carriers, 
dry cargo liners, and tankers) financed shall 
be transported on privately owned U.S.-flag 
commercial vessels to the extent that such 
vessels are available at fair and reasonablE 
rates. 

7. FAA Sec. 621. If technical assistance is 
financed, will such assistance be furnished to 
the fullest extent practicable as goods and 
professional and other services from private 
enterprise on a contract basis? If the 

Yes. 

fes, off-the-shelf procu~ement will 
De used according to standard AID 
procedures'. 

Yes. 

N/A 

Yes. 

Yes. 

Yes. 



A.7. 

facilities of other Federal agencies will be 
utilized, are they paritcularly suitable, no' 
competitive with private enterprise, and madl 
available without und ' lterference with 
domestic programs? 

8. International Air Transport. Fair 
Competitive Practices Act, 1974. If air Yes. 
transportation of pe~sons or property is 
financed on grant basis, will provision be 
made that U.S.-flag carriers will be utiliz~J 
to the extent such service is available? 

9. fY 79 App. Act~ 105. Dt:~s the contrac1 Yes. 
for procurement con,aln a provision authorizin~ 
the termination Jf such contract for the 
convenience of the United States? 

'S. Construction 
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1. FAA Sec. 601(d). If a capital (e.g., 
construction) oroject, ~re engineering and 
professional services of U.S. firms and their 
affiliates to b,e used to the maximum extent 
consistent with the national interest? 

No tontrac;:.ti ngof cons tr'uctfon, is expecte'd, 
U.S. or otherwise.' ;Al1 'conser-uction will 

.be done by GO~S entities on force account 
basis. 

2. FAA Sec'. 611 (c). If contracts for 
construction are to be financed, will they be 
let on a competitive basis to- maxirnum extent 
practicable? 

3. FAA Sec. £20(k). ff for-construction of 
productive enterprise, will aggregate value 
of assistance to be furnished by the United 
States not exceed $100 million? 

C. Other Restrictions 

N/A. 

1. FAA Sec. 122 (el. If development loan, is Yes. 
interest rate at least 2% per annum during 
grace period and at least 3% per annum 
thereafter? 

2. FAA Sec. 301(d). If fund is established N/A. 
solely by U.S. contributions and administered 
by an international organization, does 
Cp,~tro1ler General have audit ri~~ts? 

3. FAA Sec. 620(h). Do arrangements preclude Y.es ~ 
promoting or assisting the foriegn aid projects 
or activities of Communist-bloc countries, 
contrary to the best interests of the 
United States? 

4. fAA Sec. 636(1). Is financing not permitted Y 
to be used, without waiver, for purchase, 10n9- es. 
term lease, or exchange of motor vehicle 
manufactured outside the United States, or 
auarantv nf C:llrh + ... !IInr!lto"' ... .;"' ... ? 



c. 
S. Will arrangements preclude use of financing: 

I 

a. FAA Sec. 104(f). To pay for' performance of Y 
abortions or to motivate or coerce p~rsons to es. 
practice abortions, to pay for performa~ce of 
involuntary sterilization, or to coerce or 
provide financial incentive to any persun to 
undergo sterilization? 

b. FAA Sec. 620(g). To compensate owners 
for expropriated nationalized property? Yes. 

c. FAA Sec. 660. To finance police training y 
or other law enforcement assistance, except for ·es. 
narcotics programs? 

d. FAA Sec. 662. For CIA activities~ 

e. FY 79 App. Act Sec. 104. To pay pensions, 
etc., for military personnel? 

f. FY 79 Acp. Act Sec; 106. To pay U.N. 
assessments? 

g. FY 79 A~. Act Sec. 107. To carry out 
provisions of F sections 209(d) and 251(h)? 
(Transfer of FAA funds to multilateral 
organization~ fOI lending.) 

h. FY 79 App. Act Sec. 112. To finance the 
export otriUclear equipment, fuel, or technology 
or to train foreign nations in nuclear fields? 

1. n 79 App.Act Sec. 601. To be used for 
publicity on propaganda purposes within United 
States not authorized by the Congress? 

Yes. 
Yes. 

Yes. 

Yes. 

Yes. 

Yes. 
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ANNEX I.C 

I, Charles J. Stockman, as Director of the Agency for International 
Development t1ission to E1 Salvador, h.aving taken into account, among 
other things, the maintenance and utilization of projects previously 
financed by U.S.A.I.D./E1 Salvador, d0 hereby certify that in my 
judgment the Government of E1 Salvador and the implementing agencies 
in particular have the financial capacity and human resources capability 
to effectively utilize and maintain the proposed Public S~ctor Employment 
Program Loan and Grant. In order to ensure this, the Loan and Grant 
provide funding for consultants and technical assistance to help 
implement the Project, as needed. 

This judgment is based upon the implementation record of AID­
financed projects in El Salvador and the degree of planning and analysis 
which have been done in designing and preparing this new project. 

2/11/80 
Date 
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UNITEO ST .... TES I~HERNAT'CNAl DC:,/::LO~MENT COOPERATION .... GENCY 

AGENCY FOR INTER NA TIOr-IAL D EV ELOPM ENT 
W"'SHINGTO~i D C ~;J5~3 

THE ;\O'.lINISTRA "TCR 

PROJECT AUTHORIZATION 

Name of Country: El Salvador 

Name of Project: Public Sector Employment 

Number of Project: 519-0256 

1 Pursuant to Sections 103 and 106 of the Foreign Assistance Act of 1961, as 
amended, I hereby authorize the Public Sector Employment Project for El Salvador 
(the "Cooperating Country") involving planned obligations of not to exceed Fifteen 
Million United States Dollars ($15,000,000) in loan funds ("Loan") and One Hundred and 
Twenty-five Thousand United States Dollars ($125,000) in grant funds ("Grant") over a 
two year period from date of authorization, subject to the availability of funds in 
accordance with the A.I.D. OYB/allotment process, to help in financing foreign exchange 
and local currency costs for the project. 

2. The Project ("Project") will in the short term, increase employment and income 
opportunities for unemployed and underemployed laborers by financing a variety of 
labor-intensive subprojects in both rural and urban areas, and thereafter, help to 
institutionalize a system through which the Government of El Salvador can make 
optimal use of labor-intensive public works/infrastructure projects to absorb surplus 
labor and increase incomes. 

3. The Project Agreement which may be negotiated and executed by the officer 
to whom such authority is delegated in accordance with A.I.D. regulations and Delega­
tions of Authority shall be subject to the following essential terms and covenants and 
major conditions, together with such other terms and conditions as A.I.D. may deem 
appropriate: 

a. Interest Rate and Terms of Repayment 

The Cooperating Country shall repay the Loan to A.I.D. in U.S. Dollars within 
twenty-five (25) years from the date of first disbursement of the Loan, including 
a grace period of not to exceed ten (10) years. The Cooperating Country shall 
pay to A.I.D. in U.S. Dollars interest from the date of first disbursement of 
the Loan at the rB.te of (i) two percent (2%) per annum during the first ten (10) 
years, and (ii) three percent (3%) per annum thereafter, on the outstanding 
disbursed balance of the Loan and on any due and unpaid interest accrued 
thereon. 

b. Sou~ce and Origin of Goods and Services (Loan) 

Goods and services, except for ocean shipping financed by A.I.D. under the Loan, 
shall have their source and origin in countries included in A.I.D. Geographic 
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Code 941, or in countries that are members of the Central American Common 
Market, except as A.I.D. may otherwise agree in writing. Ocean shipping financed 
by A.I.D. under the Loan shall, except as A.I.D. may otherwis~ agree in writing, 
be financed only on flag vessels of the United States or of countries that are 
members of the Central American Common Market. 

c. Source and Origin and Services (Grant) 

Goods and services, except for ocean shipping, fin8nced by A.I.D. under the 
Grant shall have their source and origin in the United States except as A.I.D. 
may otherwise agree in writing. Ocean shipping financed by A.I.D. under the 
Gra .... t shall, except as A.I.D. may otherwise agree in writing, be financed only 
on flag vessels of the United States. 

d. Reimbursement of Expenses 

Upon compliance with the relevant Conditions Precedent, A.I.D. may disburse 
Loan or Grant funds as reimbursement for eligible costs incurred on or after 
February 16, 1980, provided that evid,~nce of such costs is furnished to A.I.D. in 
form and substance satisfactory to A.I.D. 

e. Conditions Precedent to First Disbursement (Grant and Loan) 

Prior to any disbursement, or the issuance of any commitment documents under 
the Project Agreement, the Cooperating Country shall furnish, in form and 
substance satisfactory to A.I.D.: 

(1) Evidence that a Special Resource Office has been established within 
the Ministry of Public Works and staffed in accordance with the terms 
jointly agreed upon by the Cooperating Country and A.I.D. 

(2) Evidence that the Emergency Employment Fund has been established 
within the Central Reserve Bank of El Salvador and that a system exists 
to disburse funds from the Central Reserve Banl( to the individual imple­
menting agencies. 

f. Condition Precedent to First Disbursement (Loan) 

Prior to any disbursement, or the issuance of any commitment documents under 
the Project Agreement, the Cooperating Country shall furnish in form and 
substance satisfactory to A.I.D., a list of subprojects selected for implementation 
during the first three months of the Project, and shall include a statement of 
the estimated cost of labor, materials and equipment, location of the subprojects, 
implementing agencies, estimated construction or execution time, and procedures 
for and frequency of expected field supervision and inspections. 
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g. Condition Precedent to Disbursement for Reforestation, Soil Conservation 
and Water Reservoir Activities (Loan) 

Prior to any disbursement, or the issuance of any commitment documents under 
the Project Agreement to finance any reforestation, soil conservation or water 
reservoir subproject, the Cooperating Country shall furnish in form 8Jld substance 
satisfactory to A.I.D. detailed implementation plans for such subprojects which 
shall include an analysis of the institutional support, materials, equipment and 
recurring cost requirements. 

h. Condition Precedent to Subseguent Disbursement (Loan) 

Prior to any disbursement of Loan funds in excess of $10 million equivalent, the 
Cooperating Country shall furnish in form and substance satisfactory to A.I.D., 
a detailed list of subprojects which meet the Subproject 8election Criteria agreed 
tc bet;~een tne Cooperating Country and A.I.D. and which are proposed for 
funding under Phase II of the Project. The list shall include a statement of 
the estimated cost of labor, materials and equipment, location of the subprojects, 
implementing agencies, and estimated construction or execution time. 

i. Covenants 

(I) The Cooperating Country shall covenant that prior to disbursement 
from the Emergency Employment Fund for any subproject activity: 

(a) The Special Resources Office will have certified that the 
subproject meets the Subproject Selection Criteria. 

(b) The Special Resources Office will have certified that the 
land upon which any new facility, financed with A.I.D. funds, is to 
be constructed, is owned by the Cooperating Country and that all 
Project activities financed with A.I.D. funds will be conducted on 
publicly owned property. 

(2) For all subprojects which Project consultants or the Special Re­
sources Office indicate might cause potentially significant environmental 
effects, the Cooperating Country will submit to A.I.D. the finding:! with 
regard to such effects and obtain A.I.D. approval prior to the finl'ncing 
of any such subproject. 

Administrator 

Date 
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INITIAL ENVIRONMEtITAL EXA1'lINATION 

USAID/El Salvador requests LAC/DR proceed \'/ith approval of lEE for 
subject project. Basic information for project lEE is as follows: 

Project Location: El Salvador 

Project Ti tle Public Sector Emolovment Proaram 

Funding FY 80 Loan $10,000,000 
Grant 125,000 

FY 81 Loan $ 5,000,000 

Life of Project Two Years 

lEE Prepared by C. Stevens Engr. and C.R. Gavidia USAID/El 
Salvador, General Engineering and Environmental 
Coordinator 

mPACT IDENTIFICATION AND EVALUATION 

Impact Areas & Sub-areas Impact Identification & Evaluation 

A. LAND USE 

1. Changing the character of the land through: 

2. 

3. 

4. 

a. Increasing the population 

b; Extracting natural resources 

c. land cl ear; ng 

d. Changing soil character 

Altering natural defenses 

Foreclosinq important uses 

Jeopardizing man or his works 

5. Other factors 

N 

N 

N 

N 

N 

N 

N 



Impact Areas & Sub-area~ Impact Identification & Evaluation 

B. WATER QUALfTY 

1. Physical state of water N 

2. Chemical and biological states N 

3. Ecological balance N 

4. Other factors 

C. ATMOSPHERIC 

1. Air additives 

2. Air pollution 

3. Noise pollution 

4. Other factors 

D. NATURAL RESOURCES 

1. Diversion, altered use of water 

2. Irreversible, inefficient commitments 

3. Other factors 

E. CULTURAL 

1. Altering physical symbols 

2. Dilution of cultural traditions 

3. Other factors 

F. SOCIa-ECONOMIC 

1. Changes in economic/employment patterns 

2. Changes in population 

3. Changes in cultural patterns 

4. Other factors 

N 

N 

N 

N 

N 

N 

N 

L 

N 

N 



Impact Areas & Sub-Areas Impact Identification & Evaluation 

G. HEALTH 

1. Changing a natural environment 

2. Eliminating an ecosystem element 

3. Other factors 

H. GENERAL 

1. International impacts 

2. Controversial impacts 

3. Larger program impacts 

4. Other factors 

I. OTHER POSSIBLE IMPACTS (not listed above) 

N 

N 

N 

N 

N 

NONE 

DESCRIPTION OF PROJECT & IDENTIFICATION OF ENVIRONMENTAL IMPACTS 

The proposed project is intended to improve the economic and social 
status of lower income unemployed. Through the fast-track execution 
of the planning and construction of labor-intensive public infrastructure­
type sub-projects, the productivity and income of the unemployed will 
be increased in the short run. Over the long term, the economic and 
social infrastructure of basic servi~es essential to growth will be 
maintained and expanded. 

The sub-project activities include: road improvements and drainage; 
water supply distribution and sewerage line extensions to meet basic 
health needs essential to worker productivity; food storage facilities 
to complement an accelerated GOES nutrition program; and small scale 
reforestation and land-improvements. 

These sub-projects will have negligible environmental implications. 
During the implementation of these relatively uncomplicated and simple 
sub-projects in nine separate departments, each, with few exceptions, 
at a varying cost of $50-200,000, caution will be exercised to minimize 
any environmental disturbances from the relatively small amount of earth 
movement and excavation. In the long run, the completed sub-projects 



will provide environmt.'tltal benefits through improved public v/nter 
supply/facilfties and through improved controls of storm <.It'ainage 
disc~arges with related minimizing of soil erosion and degradation 
prob 1 ems. 

:he ~1inistry of Public Works which will adninister this program 
has had project experience throughout the regi' i in evaluating the 
environmental considerations of infrastructure projects. It will 
review and evaluate the environmental implications of the sub-projects 
under this program as they are submitted for approv 1 and financing. 
To accomplish this, all sub-project documentation to be prepared for 
review and approval will include an examination and evaluation of its 
environmen~al considerations and implications. Also, as part of the 
overall pl'uject management provisions, on-sitF' inspections will take 
place, and the project engineering consultant~ t,ill be instructed to 
ensure that construction work is performed and completed with a 
minimum of environmental disturbance. 

{"t the present time til''\I; is no comprehensive national environmet 
planning agency, the i1inistry of Public Works does, however, have the 
necessary expertise to prepare guidelines to permit project management to 
evaluate each of the sub-projects. These guidelines will take into 
consideration the preparation af check lists to solve possible issues 
such as the following: 

Upgrading Harginal COlTlmunities 

INFRASTRUCTURE -- evaluation of alternatives and selection of 
least-cost, most environrnentally sound sites for upgrading. 

Urban Services -- design of appropriate systems for potable 
water, sewerage, storm drainage, garbage, street upgrading, and other 
services. 

Rural Infrastructure -- design of appropriate least-cost rural 
roads and storm drainage, reforestction, soil erosion control, small 
water reservoirs for animal consum~tion. Essentially, the emphasis 
will be on selecting appropriate project sites, components, and 
technologies. The checklist shall be based upon Salvadoran environmental 
conditions. The r'1ission will assi'st the Ministry of Public Horks in 
carryi ng out a complete and sound ana lys is, and in so dcfng wi 11 
promote the parti'cfpat;orl of the design and implementation personnel 
therefore achfeving the necessary traini'ng. 



REcor~ENDATION FOR THRESHOLD DECISION 

USAID/El Salvador finds this project is not a major action which 
will have a significant environmental impact. A negative determination 
is, therefore, recomended. 

harles J. Stockman 
Director 
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PROJECT DESIGN SUMMARY 
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ANNEX I. f 

Project Tille & Numbe" Public Sector Emolovment Proaram 51Q-O'i6 

NARRATIVE SUMMARY 

Program or Seclor Goal: The broader objective 10 

which this pt'oj.,ct cont,ibu!u: 

GOAL: To improve the socia-economic 
well-being of the country's 
poor majority 

SUB-GOAL: To stimulate economic 
activity and reverse a 
downturn in major economic 
variables 

OBJECTIVEL Y VERIF IABLE INDICA TORS 

Measc;"s d Goal Achievement: 

1. 
2. 
3. 
4. 

Increased incomes 
Improved health indicators 
Improved living conditions 
Increase access to Govt. 
services 

By 1982: 

1. Real GOP growth increases 
from negative 4-6% in 1~79 
to at least positive 4%.' . , 

2. Real GDP growth 11; construct 
ion sector increases to at 
least 6%. 

3. Un-and underemployment 
rates drop ~t least 25% 
below 1972 levels 

1. 
2. 
3. 
4. 

MEANS OF VERIrICATIOH 

Surveys and special studies 
.. .. It II 

II " " n 

" II n " 

I. Official GOES publications 
,t n " 

I . " " " 

lift of Project: 
From FY 00 to FY'~,..;:8:::2."."..~ __ 
Totol U.S. Fundi" .. Sl5.J.25,OOO 
Dot. Pr.pOf.d:_ ..... ! ... I .... ] ..... I .... I.lll~ _____ _ 

PAGE I 
IMPORTANT ASSUMPTIONS 

Assumption. for achieving !JOoi tor .. ts, 

1. Political stability 
2. Private investment increases 
3. GOES able to manage growing 

financial resource constraints. 
including capital flight 



AtO to:o..:1 11.", 
SUrpL£~LHT I 

PROJECT DESIGN SUMMARY 
LOGICAL FRAMEWORK 

Pr oject Till .. & Humb~: _~P~u~b~l~i~c~Se=:c=_t~o~r_==E::.::m:l:.p.:.:l o:::.y~m::::e:..:.:n:..=t~P:...:ro~g:t.:r_"a:.:.:ln'__ _______ _ 

L;ie 01 rroi~cl: 
From fV 80 1o Fy_:t"Z ___ _ 
Tolol U. S. Funding 115

11
125 .000 

DOle Pr~por~d: __ .!l_l ... _ '"'_ze>m ....... ___ _ 

~'-----~~~~~7.7.~~-----r~o"n~J~E~C~l~IV~EO'L~V~V~E~R~lr~17A~O~L~E~I~N~D~IC~A~l~O~R~S~---~,~·-t:~"A~N~S~O~F~V~E~R~1F~I~C~A~T~IO~----r---~IMP~O=R=T~AN~~T-A~S~S~UM~P~T7.IO~I7..~ UARRA liVE SU~MARY ". " 
PAGE 2 

Projecl Purpose: 

PURPOSES: 

The primary purpose is in the 
short-run to increase employment 
and income opportunities for un-and 
underemployed laborers. The longer­
term, a:though secondary, purpose 
is to institutionalize a system 
thr~ugh which the GOES can make 
optimal use of labor-intensive 
public works projects to absorb 
surplus labor and increase incomes. 

Condili"ons '''ot will indicate purpo.~ has k~n 
ochi .. ved: End 01 proj~cl slalus. 

EaP!: 

1. At least $iO million of 
incomes generated by end of 
projec L 

2. At least 80,000 person month~ 
of new employment opportunitte 
created by publ ic works sub­
projects. 

3. HPW has special office 
designing and managing 
labor-intensive public works 
program. 

4. An increas~d proportion of 
the MPW budget is being used 
for sub-projects with a labor 
content of at least 40%. 

1. SRO monthly reports and MPW, 
ANDA, and MAG records. 

2. II II II 

3. Observation 

.4. GOES/MPW budget 

Assumpl;"ns for ochievinG purpo .. : 

1. GOES remains committed to labor-
intensive publfc works as part 
~f employment strategy 

2. Demand for appropriate sub-
projects remains high. 

3. Labor and political unl~st do 
not impede GOES from contracting 
laborers. 



A'O 'OlOo:. 11·1t1 
SUPPLEltEN T I 

PROJECT DESIGN SUMMARY 
LOGICAL FRAMEWORK 

Project Till. & Number: Pub 1 i c Sector Employment Program 

NARRA TIVE SUMMARY OBJECTIVEL Y VERIFIABLE INDICATORS MEANS OF VERIFICATION 

OutpulS: Magnitude 0' Outruts: 

1. Sub-Projects 1. Number of expected sub-projects 1- SRO monthly reports and 
evaluations 

a. Urban Street Improvement a. 115 
and Drainage 2. Observation 

b. 137 
b. Urban Water 3. SRO and loan reports 

c. 71 
c. Ilrban Sewer 

d. 8 
d. Bridge 

e. 258 
e. Rural Roads & Drainage 

f. 178 
f. Food Storage Facilities 

g. 5 
g. Reforestation 

h. 500 has. 
h. Soil Conservati ( 

i. 10 
1- Water Tanks 

2. Created by 3/1/80 
2. SRO withi n MPW 

3. At least 6 
3. Trained engineers in labor 

intensive technology choices 

Uf. of Proj .. ,t; 82 
Fr ..... FY tIU '0 FY_-::..:=---__ _ 
Tolol U.S. F .... di". S!5.125.000 
Dol. Pr .. por .. d· .... --"lw.7~J~ILJZOO ....... ____ _ 

PAGE 3 

IMPORT ANT ASSUMPTIOUS 

Assutnptlon. lor ochievin, output I: 

1. labor and materials conttnue 
available to meet demand 



AID 1020.28 17-111 
SUPPLt:.M£HT , 

PROJECT DESIGN SUMMARY 
LOGICAL FRAMEWORK 

Life 01 P,oj~!Ot: 
F,om FY -=HU~ __ to FY 82 
Tolo( u. s. Fundin, ~15.175 000 

P bl i E 1 
Dole P,,,po,,,d: ___ f ... Z .... ! .... ! ... Z .... m:! ...... ___ _ 

P,oj"ct Tit(" & Numb"" U c Sector mp oyment Program 
PAGE .. 

1. $14,600,000 (Dl) 

2. $ 200,000 (Dl) 

3. $ 200,000 (Dl) 

4. $ 125,ono (Dl) 

GOES 

1. Emergency Employment Fund 1. $ 2,500.000 

2. Project Management 2. $ 2.650,000 

Monthly loan reports for all 
inputs 

Assumptions lor providing Inpul.: 

1. 2nd. tranche of $5 million Dl 
available in late FY80-early 
FY 81 



ANNEX I.G 

DAEC GUIDANCE CABLE 

The PID approval and DAEC guidance cable were included in a 
brQader cable dealing with review of the FY 1980 Accelerated Impact 
Program for E1 Salvador (State 02084). The relevant paragraph 
states: 

"Rural Infrastructure. With delay in availability 
of Ools. 5 million ESF, Mission should consider 
combining this project with earlier proposed 
Emergency Urban Employment Program. We would 
then expect to see Ools. 10-15 million Employment 
Sector/Infrastructure OL-funded project for 
review in Washington by mid-f="ebruary. In preparing 
PP, Mission should pay particular attention to 
questions of institutional capability and steps 
which GOES and USAIO may need to take to ensure 
rapid implementation. II 



ANNEX I LA.1 

LISTING OF POTENTIAL SUB-PROJECTS 
(Ready for Immediate Implementation) 

TYPE H~PLEt1ENTI NG cn~SI8prIIO~ COS! PERCENT 
DEPARTI-1ENT NUMBER AGENCY LABOR r·1ATERIALS EQUIPMENT TOTAL LABOR 

1- URBAN SUB-PROJECTS (UNIT - 1,000 DOLLARS) 

AHUACHAPAN STREETS - 4 DUA 60.0 33.0 10.0 103.0 58 
WATER - 3 ANDA 18.6 14.1 3.3 36.0 52 
SEWER - 1 ANDA 4.9 2.1 0.7 7.7 64 

CABANAS DRAINAGE- 1 DUA 12.0 7.0 1.2 20.2 59 
STREETS - 1 DUA 24.0 14.1 2.0 40.1 60 
WATER - 7 ANDA 20.8 15.8 3.7 40.3 52 
SEWER - 4 ANDA 20.7 8.7 2.9 32.3 61 

CHALATENANGO DRAINAGE- 2 DUA 48.0 28.2 4.0 80.2 60 
WATER - 1 ANDA 17.9 13.2 3.1 34.2 52 

CUSCATLAN STREETS - 1 DUA 24.0 14.1 2.0 40.1 60 
WATER - 2 ANDA 8.1 5.9 1.4 15.4 53 

LA LIBERTAD DRAINAGE- 1 DUA 12.0 7.0 1.2 20.2 59 
STREETS - 4 DUA 107.5 63.4 9.2 180.1 60 
WATER - 8 ANDA 59.9 43.5 10.3 113.7 53 
SEWER - 4 ANDA 21.6 8.7 3.0 33.3 65 

LA PAZ STREETS - 1 DUA 48.0 28.2 4.0 80.2 60 
WATER - 10 ANDA 34.8 26.9 6.1 67.8 51 
SEWER - 5 ANDA 34.1 14.1 4.8 53.0 c 1 

LA UNION STREETS - 1 DUA 14.4 7.9 2.4 24.7 58 
WATER - 1 ANDA 9.1 6.2 1.5 16.8 54 
SEWER - 1 ANDA 18.1 6.7 2.5 27.3 66 
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MORAZAN DRAINAGE- 2 OUA 14.4 7.9 2.4 24.7 58 
STREETS - 1 DUA 14.4 7.9 2.4 24.7 58 
14ATER - 1 ANDA 4.5 3.3 0.8 8.6 52 

SANTA ANA STREETS - 9 DUA 192.0 105.6 32.0 329.6 58 
WATER - 4 ANDA 64.0 50.7 11. 5 126.2 51 
SEWER - 4 ANDA 59.7 28.0 8.8 96.5 62 

SAN MIGUEL DRAINAGE- 3 DUA 52.8 29.0 8.8 90.6 58 
STREETS - 4 DUA 81.6 44.9 13.6 140.1 58 
WATER - 1 ANDA 5.1 3.8 0.9 9.8 52 

SAN SALVADOR DRAINAGE- 8 DUA 127.2 74.4 10.8 212.4 60 
STREETS - 17 DUA 601.1 359.5 52.4 1,013.0 59 
WATER - 80 ANDA 360.8 285.2 64.6 710.6 51 
SEWER - 33 ANDA 303.9 129.4 43.3 476.6 64 

SAN VICENTE STREETS - 1 DUA 48.0 28.2 4.0 80.2 60 
WATER - 2 ANDA 10.3 9.3 2.0 21.6 48 
SEWER - 2 ANDA 5.3 2.4 0.8 8.5 62 

SONS ONATE STREETS - 7 DUA 132.0 72.6 22.0 226.6 58 
WATER - 1 ANDA 0.2 0.2 0.1 0.5 40 
SEWER - 1 ANDA 8.2 5.6 1.4 15.2 54 

USULUTAN DRAINAGE- 1 DUA 24.0 13.2 4.0 41.2 58 
STREETS - 2 DUA 31.2 17.2 5.2 53.6 58 
WATER - 1 ANDA 7.7 5.6 1.3 14.6 53 
SEWER - 1 ANDA 9.7 4.1 1.4 15.2 64 

1- SUB-TOTAL 249 2,776.6 1,S56.8 373.8 4,807.2 58 



· .. 3 

11- RURAL SUB-PROJECTS 

AHUACHAPAN DRAINAGE- 4 DGC 50.0 42.0 13.8 105.8 47 
ROADS - 23 DGC 96.7 80.0 60.0 236.7 41 

CABANAS DRAINAGE- 4 DGC 68.2 41.8 16.5 126.5 54 
ROADS - 25 DGC 189.5 40.0 45.9 275.4 69 

CHALATENANGO ROADS - 7 DGC 51.3 50.0 20.3 121.6 42 

CUSCATLAN BRIDGE 
TRANS FER- 1 DGC 131. 7 10.0 50.6 192.3 68 

LA LIBERTAD DRAINAGE- 1 DGC 12.2 7.8 3.0 23.0 53 

LA PAZ DRAINAGE- 2 DGC 39.7 24.3 9.6 73.6 54 
ROADS - 15 DGC 55.0 30.0 17.0 102.0 54 

LA UNION DRAINAGE-26 DGC 296.1 184.0 100.0 580.1 51 



MORAZAN 

SANTA ANA 

SAN MIGUEL 

SAN VICENTE 

SONSONATE 

USULUTAN 

11- SUB-TOTAL 

DRAINAGE- 4 
ROADS - 5 

DRAINAGE- 5 

DRAINAGE- 2 
ROADS - 25 

DRAINAGE- 2 
ROADS - 31 

DRAINAGE- 1 
ROADS - 46 

DRAINAGE- 1 

233 

DGC 
DGC 

DGC 

DGC 
DGC 

DGC 
DGC 

DGC 
DGC 

DGC 

92.5 
37.4 

91.6 

34.7 
61.2 

39.7 
147.7 

12.2 
169.1 

12.2 

1,688.7 

59.5 
40.0 

56.4 

33.3 
60.0 

24.3 
40.0 

7.8 
140.0 

7.8 

979.0 

22.8 
15.5 

22.2 

10.2 
24.2 

9.6 
37.5 

3.0 
82.3 

3.0 

567.0 

••• 4 

174.8 53 
92.9 40 

170.2 54 

78.2 44 
145.4 42 

73.6 54 
225.2 66 

23.0 53 
391.4 43 

23.0 53 

3,234.7 52 
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111- FOOD STORAGE SUB-PROJECTS 

SSf.1A 40 72.0 48.0 120.0 60 
Central Region 30 54.0 36.0 90.0 60 
Eastern Region 43 77.4 51.6 129.0 60 
Central Region 32 56.6 38.4 95.0 60 
Western Region 33 59.4 39.6 99.0 60 

SUB-TOTAL 178 319.4 213.6 533.Q 60 



ANNEX i! ,A.2 

LISTING OF POTENTIAL SUB-PROJECTS 
(Ready for Implementation within Six Months) 

TYPE mPLH1ENTING CQNSTRUCTIQN CQS! PERCENT 
DEPARTMENT NUMBER AGENCY LABOR ~~ATERIALS EQUIPMENT TOTAL LABOR 

1- URBAN SUB-PROJECTS 

AHUACHAPAN STREETS - 4 DUA 48.0 28.8 9.6 86.4 55 

LA PAZ STREETS - 4 DUA 106.0 71.2 12.0 189.2 56 

SANTA ANA STREETS - 6 DUA 76.4 45.2 15.2 136.8 55 

SAN MIGUEL STREETS - 1 DUA 16.0 9.2 2.8 28.0 57 
BRIDGES - 4 DUA 66.4 36.4 10.8 113.6 58 
DRAINAGE - 4 DUA 70.8 38.4 12.4 121.6 58 

SAN SALVADOR STREETS - 15 DUA 426.4 260.5 66.1 753.0 56 
DRAINAGE- 3 DUA 62.0 36.8 6.0 104.8 59 
WATER - 15 ANDA 209.1 149.9 35.5 394.5 53 
SEWER - 15 ANDA 167.3 75.3 36.3 278.9 60 

SONSONATE STREETS - 3 DUA 48.0 28.4 8.8 85.2 56 

USULUTAN STREETS - 2 DUA 20.4 11.6 4.0 36.0 56 
DRAINAGE- 2 DUA 34.0 18.4 6.0 58.4 58 

1- SUB-TOTAL 78 1,350.8 H10.1 225.5 2,386.4 57 
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II. RURAL SUB-PROJECTS 

CUSCATLAN DRAINAGE- 2 DGC 64.0 36.0 15.0 115.0 56 

LA UNION ROADS -21 DGC 140.1 120.0 50.5 310.6 45 

t·10RAZAN BRIDGE - 1 DGC 216.0 144.0 54.0 414.0 52 

SAN SALVADOR BRIDGE - 1 DGC 36.0 24.0 9.0 69.0 52 

SAN VICENTE BRIDGE - 1 DGC 42.0 34.0 11.4 87.4 48 

USULUTAN DRAINAGE- 3 DGC 159.5 123.9 42.5 325.9 49 

II. SUB-TOTAL 29 657.6 481.9 182.4 1,321. 9 49 

III- LAND PROVEt1ENT/WATER STORAGE SUB-PROJECTS 

SAN MIGUEL REFOREST- 2 DGRNR/ISTA 1,680.5 45.4 45.5 2,271.olI (1,400 Has.) 74 

LA LIBERTAD SOIL CONS-1 DGRNR/ISTA 359.1 5.4 64.3 536.o!! (100 Has.) 67 

CHALATENANGO REFOREST- 3 DGRNR 960.5 25.9 26.0 1,298.01.1 74 (800 Has.) 



SONSONATE SOIL CONS-2 
(300 Has.) 

National Level (Water Reservoirs) 

II 1- SUB-TOTAL 

1/ Total Project Cost - Includes Other Costs 
- professional staff, etc.) not shown. 

538.7 7.9 

340.0 lu.O 

3,878.8 94.6 

(land, 

. . .. 3 

96.7 804.011 67 

10.0 500.011 68 

242.5 5,409 1.1 72 



ANNEX II .B 

COST ESTH1ATE FOR SrARE. PARTS 

A. fdelltfffed ~1PW Reguirement 

Type Motor Overhaul Brake Overhaul 
Vehicle I~O • Om t Cost Sub-Iotal No. Onn Cost 

$ S $ 

Pick-up 
trucks 56 1,800 100,800 

Dump 
trucks 22 6,800 149,600 11 200 

Jeeps 7 1,800 12,600 

4X4 HD 
pick-ups 8 1,800 14,400 

Total $277,400 

B. Sample Spare Parts List for Pick-up Motor Overhauls 
(U.S. - made vehicle) 

6 pistons - 0.030 mm 
1 set motor gaskets 
1 set motor bearings 
1 set piston bearings 
1 set cam shaft bearings 
1 crank shaft gear 
1 Ci.!in shaft gear 

12 hydraulic valve lifters 
6 exaust valves 
6 intake valves 
1 oil retainer (back motor) 
1 water pump 
1 oil gauge 
1 temperature gauge 
1 accelerator cable (foot) 
6 rubber spark plug protectors 
8 8 distributor rubber protectors 
1 fly wheel 
1 throw-out bearing 
1 clutch pressure plate 

Estimated cost per vehicle $ 1,8QO 

sub .. fotal 
$ 

2,200 

$2,200 

TOT A L 
$ 

100,800 

151,800 

12,600 

14,400 

$279,600 



c. Sample Spare Parts List for Brake Overhauls 

8 brake linings 
4 sets brake fluid gasket systems 
1 master cylinder kit 

br~ke fluid 

Estimated cost per vehicle $ 200 



ANNEX I I. C 

ILLUSTRATIVE WATER SUB-PROJECT 
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Adminis1raCIonNacionai de Acueductos y AfG"anforiHodos 

OlVISION DE fNGEN4ERrA 

Presupuesla de' Prorecto Nc 1691/7.9_ 

. 'Ollprn, __ ' ____ _ Secclc;'11 ' 'HOlO', de Hoi 
" 

INTRODUCCION DE SERVICIO DE AGUA-POTABLE A COLONIA VERACRUZ"JURISDICCION DE-
Oescrloc;:i~ __ , __ ... _, ___ , __________ . _____________ .. ' '------------- --

CUSCATANCYNGO. ,,' 
• 

_____ .. _____ .. ____ .. _____ ' D~pto. .-. --- :"""'-._---.;..-----_. 

'1 . - . 

·-rJ;·g,.-RQ.berto_Ba~o_s _.Pa_che_~.=-o __ _ 
, 'Jefe Depla, 

Rev. s'; - ---_ ..... _- - - - ----" .--. --- .. _--Sr. Oswaldo R. Ram1rez A. Ing. F~lix Roberto Mancfa' 
£5 Conforme -.. - ._- --- .... -- .------------

J"fe 0' N 

Fec"o Total Presupueslo ¢ 9.194.00 

RESUMEN 

- - _.' .... " - ~--... ~ ~-'-

E1 presente presupuesto no incluye costo de mechas t acometicias, n1 gastos de 

tramitaci6n. 

. ... -- .. _-- - -.-.- ... - -- ....... -- ...... ... 
. , 

'.- .. 9-' .. -.. :. • --.- --." -..- !-_ ...... 

.... ..... 



j.,~ 
.- ADMINISTRACION NACIONAL DE ACUEt'UCTOS Y ALCANTARILLADOS 

1691/79 
ContlnuaClon del Presu punlo del Proyecto No. ---

tlcl,bl' De p to~ e sarro l1JLU.Lr.il.biA.,.a nWoL-_________ Hoja _-=2_ de _2 _ HOIGI 

Conlidod Unidod 

318 I m 
3 un 
3 un 
1 un 
1 un 
1 un 
1 un 
1 un 
2 un 
1 un 
4 on 
2 un 
2 un 
1 un 
1 un 
1 un 

313 i m 
3 I un 
3 un 
6 un 

13 un 
225 m3 

o ETALLE 

l ~~-~~~.'ion~------:~~i-P .. '. -U-;""-jL va'''. -' 

VIENEN_ Lt---~:~--J-, 
INSTAlACION DE 313.00 MTS. I ;1 I 
CANERIA 0211 PVC (J.R.) .. : II 

Materia1es 
Cafierfa 0 211 PVC (J.R.) ------ 3.27f 1.039~8 
V&lvu1a compo 0 2" PVC (J.R.) ~ 214.001 642_0~ 
iubo gUla para valvula -------J 40.00i 120'01' 
Tee H o. F o. 0 3 II X 2" ( J . M .) - - -~! 1 35 .00 I 1 35 . 0 
A n ill 0 H o. F o. 0 3 II - - - - - - - - - - "t 11 2 • 0 0' 11 2 .. 0 
Cab 0 b rid a H o. F o. 0 2 II - - - - - - ~ 85 . 00 :. 85 I" 0 , 
Cabo brida PVC 0 2" ----------~ 16.90, 16~9Q 
Cabo Ho. Fo. 0 3"x1.0 m. ------+ 35.00: 3s.od 
Codo PVC 0 2"x22-1/2° (J.R.) -- 19.80, 39.60 
Codo PVC 0 211 x45° (J.R.) ------ 19.80 19.80 
Codo PVC 0 2"x90° (J.R.) ------ 19.80 79.2Q 
Tee PVC ~ 2.." x 2 II ( J . R.) - - - - - - -..: 20 . 90 41 . 80 
Tapen PVC ~ 2" ---------------~ 3.00 6.0Q 
Cabo brida Ha. Fa. 0 3" ------~ 96.45 96.45 
Cabo brida PVC 0 3M 

----------- 40.9S, 40.95 
Reductor PVC 0 3"x2n ---------- 12.60 12.60 
Material Desinfecci6n --------~ 15.00 1S.00 - , 

", a nod e 0 bra ; 
Insta1acien caHerfa ~ 2" _____ J 
Insta1aci6n v~lvula ~ 2" _____ J 
Instalacion tuba ~u;a --------~ 
Instalaci6n accesor1os 0 jll --~ 
Insta1acf6n accesarios ~ 2" --~ 

Terracerfa -------------------; 
Desinfeccion y Prueba .--------~ 

I 
'j , 

0.40 
4.00 
3.00 
2.25 
1. 50 

10.00 
15.00 

I 

1 , 
I 

125 .. 00 
12.00 
9.00 

13.50 
19 .. Sg 

2.250.oa 
15.01 

~ 

_~ __ -.-r 

Total 

2.537.16 

2.444.20 



ANNEX II .0 

SOIL CONSERVATION METHODOLOGIES * 

BENCH TERRACES 

Benchterraces are stairstep structures constructed so that the flat or 
semi-flat surface can be used for agricultural production. They are constructed 
following the contours of the land, with a slight gradient along the 1egth of 
the terrace and with a 5% slope towards the drain at the rear of the terrace. 
Hand-made terraces will have a width of 2.5 to 5.2 meters; the length limit is 
100 meters. A drainage channel or path is located at the rear of the terrace. 
Bench terraces are constructed on slopes of 12 to 46%. 

---------------------

LH4ITATIONS: 

1. They are most suited- to very densely populated regions characterized 
by scarce amount of level ground. High-value crops must be grown to 
justify the investments in labor and other costs. 

2. The slope of the face of the bench terrace depends on the soil texture 
and the use of labor or machinery; slopes may range between 71:1 and 1:1. 

3. Terraces cannot be constructed in shallow or unstable soils. 

* Description of conservation works have been extracted 
from a GOES so~l conservation manual. 



• .. 2 

HILLSIDE BRICK DRAINS 

These are narrow terraces constructed on slopes of 12-50% for the 
purpose of cutting the force of rain water run-off and permitting the water 
to partially infiltrate into the terrace, thus storing ground water. The 
drains can also serve as paths; they are constructed with a horizontal drop 
of 1%. They may be up to 100 meters long and have a 10% drop from the 
outer to the inner edge of the terrace to conduct the water to the drain 
located at the rear of the terrace. Appropriate agronomic practices are 
necessary to complement the work. 

---~---- - - ~ -------- - . _. 

RECOMMENDED AGRONOmC PRACTICES: 

a. Contour planting 
b. Stagge red planting 
c. Mulching 
d. Cover crops 
-e. Crops grown in association 
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STONE RETAINING WALLS 

This is d very common practice in places where stones are abundant. 
Stone walls of up to .5 meters high and .4 meters wide are constructed 
following the contour of the land. The maximum recommended slope of the 
terrace is 15%. These walled-terraces slow water run-0ff and retain 
soil. Maintenance is necessary to avoid the collapse of a wall which 
could result in channeling large volumes of run-off onto lower terraces 
ar.d destroying them. 

","." . 

• . 

~~~~~~~~~'~.~~.~ .. '. -. 
.: .... _ ... -

" - - - --
FORMULA FOR CALCULATING DISTANCE BETWEEN TERRACES: 

VD = S + 4 
10 

HD = VD x 100 = distance between walls in meters 
S 

Where: 
VD= Vertical Distance· 
HD= Horizontal Distance 

S= Slope of plot in % 
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LIVE BARRIERS 

Live barriers consist of closely planted rows of certain perennial 
plants, having dense growth and good drought-resistant qualities. These 
live barriers are planted following the contour of the land. They are 
planted for the purpose of preserving soil moisture and minimizing soil 
erosion. In the course of time, they tend to form natural bench terraces. 

RECm1t1ENDED VEGETATION 

a. Lemon grass (Cimbo 0 6n citratus) 
b. Elephant grass Pennlsetum purpureum) 
c. Bermuda grass (Cynodon dacti1on) 
d. Piiiuela (Bromelia ka·rattas) 
e. Izote (Yuca elephantipes) 
f. Curarine (Sanseviera sp.) 



ANNEX II.E 

IMPLEMENTATION PLAN 

1 980 198 1 198 2 

Activity/Time Feb. Har. Apr. Hay June Jul. Aug. Sep. Oct. Nov. Dec. Jan. Feb. Mar. Apr. May June Jul. Aug. Sept. Oct. Noy. Dec. Jan. Feb. Har. Apr. May June 

Establish SRO 
HPW 
E~loy COnsult­
ants for SRO 

Pro ect 
Agreement 
signed 
First GOES 
contri bution 
to EEF 
CPs met 

F1 rst AIo 
advance to 
EEF 
Construct­
ion 
2nd tranche 
of AID loan 
Project 
Eva 1 uati ons 



Agencia para e] 
Proyecto de la 
PrestBmo de la 
Prestarno de la 

CONTRATO DE EK1·n E:J)A No. 1 
ANE!'IDATORY AGF.EE!·~E:;T J~o. 1 

AL 
TO 

)l'.'l'fRATO DE PROYECTO DEL PRESl'12'10 Y DONACION 
PROJECT LOAN AND GFJ:;T AGREEHENT 

GENERACION DE EHPLEO DEL SECTOR PUBLICO 
PUBLIC SECTOR EHI'LOY!EJ:1' PROJECT 

E};TRE 
BED-lEE); 

LA REPUBLIr:J.. LJi: EL SAL\'PJ)OR 
THE REPUELJ C 0;- El SALVADOR 

y 

AND 

LOS ESTADDS l1NlDO~: DE J.JoffiRICA 
THE UNITED STATES OF Al-IERICA 

Desarrollo In ternocion2~ Arency for International Development 
A.LD. 
/,.LD. 
A.LD. 

No. 519-0256 A.LD. 
No. SI9-T-02q A. I.D. 
No. 519-1,J-025 A.LD. 

San Salvador, El Salvador 
30 de septiernbre de 1980 

Project No. 519-0256 
Loan No. 519-T-024 
Loan No. 519-1\1-025 



Provecto de la A.I.D. 519-0256 
l'restamo de la A. 1. D. 519-T-024 
J'restamo de 1a A. LD. 519-W-025 

Contrato de Provecto del l'r~starno y 
Donacion 
Acuerdp~e Enmienda No.1 , 

Fecha: Septiembre 30, 1980 

Este Acuerdo de Enmienda No.1, fechado 
a los 30 d13s del mes de septiembre de 
1980 entre la Republica de El Salvador 
(Prestatario/Donatario") y los Estados 
Unidos de America, actuando a traves de 
la Agencia para el Desarrollo Internacio­
nal ("AI.D.") enmienda el Contrato de 
Proyecto del l'restarno y Donacion del 
Proyecto de fecha 28 de lliarzo de 1980 y 
designado Proyecto de la A.I.D. No. 519-
0256, entre el Prestatario/Donatario y 
]a A.I.D., de la siguiente manera: 

1. Seccion 3.1. del Articu]o III 
se supr1me par completo y sc sustituye 
como slgue: 

SECCION 3.1. L2 Donacion; el Pr5s­
tamo. Para asistir al GOES en el financia­
rniento de los costas para la realizacion 
del Proyecto, A.I.D., de conformidad con 
el Acta de Asistencia al Exterior de 
1961 y sus errrniendas, convienc en otorgar 
una donacion al GOES bajo los terminos 
de este Contrato, que no exceder5 de 
ciento veinticinco mil ("U.S.") doJares 
americanos ($12S,OOO) ("DonClcion il

) y 
otorgar un prestamo al GOES hajo Jos 
terminos de este Contra to, CJuc no e;.:ceder.s 
de Ca torce 1'1i11 ones de ("U. s. ") cio] ares 
americanos ($14,000,000) ("l'rest3mo"). 
El monto total de los desembolsos efectua­
dos con cargo al Prestarno se denominarE 
en adelante "El Capital". El Prestamo 
y la Donacion conjuntamentc se refieren 
como la "Cooperacion" 

La Cooperacion puede ser utilizada 
para financiar costas en moneda extran­
jera, de acuerdo a la definicion de la 
Seccion 7.1., y costos en moneda local, 
de acuerdo a la definicion en la Seccion 
7.2., de bienes servicios requeridos 
para el Proyecto. 

A.I.D. Project No. 519-0256 
A.I.D.Loan No. SI9-T-024 
A.I.D. Loan No. SI9-W-02S 

Project Loan and Grant Agreement 

Amendatory Agreement No. 1 

Dated: September 30, 1930 

This Amendatory Agreement No.1, dated 
the 30th day of Septe;;-,ner, 1980, l,E:--,;een 
the Republic of El Sal.vador ("Borro ... :er / 
Grantee") and the llnited States of 
America, acting through the Ager:cy f 0, 

Interna tional Deve] opment ("A. I. TJ. ") 
amends the Project Loan and Grant A~r~e­
ment dated }larch 28,1980 and desif-r,F.tec 
A.I.D. Project No. S19-02S6 between the 
Borrower/Grantee and A.I.D., as follows: 

1. Section 3.1. of Article III is 
deleted in its entirety and the folJn~ing 
1S substituted therefore: 

SECTJ01\ :'.1. Tlle Gr,:mt; Thc_l~yzm. 

To assist the GOES to meet the costs of 
carrying out the Project, A.I.D., pursuant 
to the Foreign Assistance Act of 1961, 
as amended, agrees to grant the GOES 
under the terms of this Agreement not to 
exceed One Hundred ;md T .... 'en ty Fj ve 
Thousand ($125,000) United States ("U.S.") 
dol lars ("Grant") and to ] end the GOES 
under the terIlLS of this Agreement not to 
exceed Fourteen Million U. S. Dollars 
(5J4,000,000) ("Loan"). The ag[.Tei-;"ne 
2Dount of dis~urscments under the Loan 
:i s ref erred to 2S "Principal". The Loan 
and the Grant together are referred to 
as the "Assistance". 

The Assistance may be used to 
finance foreign exchange costs, as 
defined in Section 7.1., and local 
currency costs, as defined in Section 
7.2., of goods and services required for 
the Proj ect. 



2. El anexo de este Acuerdo de 
Enmienda No. 1 reemplaza Articulo D. del 
Anexo I de este Convenio de Proyecto de 
fecha 28 de marzo de .980. 

3. A excepci6n de 10 enmendado 
anteriormente, todos los t6~inos y 
condiciones del Convenio de Donaci6n de 
Proyecto permanecen plenaDente en vigor 
y efecto. 

Este Acuerdo de Enmiendn SQ~5 efectivo a 
partir de la fecha de su ejecucion. 

EN FE DE LO CUAL, el Donat2rio y 1a 
A. I.D. cada cual actU2ndo a traves de 
su representante debidaoente autorizado, 
celebran y entregan el presente Convenio 
en el dia y ano indicados a1 principio 
del mismo. 

REPUBLICA DE EL ALVADOR 

Por: 

/ 
/Atilio Vieytez 

Titulo: Ministro de Planificacion 

Por: 

Titulo: Ministro de Obras PGblicas 

-2-

2. The annex to this Amendatory 
Agreement No. 1 supersedes Article D. of 
Annex I to the Project Agreement dated 
Harch 28, 1980. 

3. Except as herein amended all 
other terms and conditions of the Project 
Grant Agreement remain in full force and 
effect. 

This Amendatory Agreement is to be 
effective as of the date of its execution. 

IN WITNESS WHEREOF, Grantee and A.LD. 
each acting through its respective duly 
authorized representatives, have caused 
this Amendatory Agreement to be signed 
in their names and delivered as of the 
day and year first above written. 

UNITED STATES OF AMERICA 

By: 

Title: Charge d'Affaires a.i. 

Title: Acting l-lision USAID/El 
~""lI" ... ..,~I"'\_ 



rrvITY 
rrvIDI\D 

[1·nmGUo [1·IPLOYHENT 
Fl.J1'ID 
FOiJOO OF. EJ.lERGD~I1i 
PtiRl\ G!l'1r.Rt,CION DE 
D1PL[x) 

U1'I'\.ln Infrastructure 
S\1bi'rojccts. 
;,llhl,roycctos Urbanos 
(ll' lnfr,lestnlctura 

1'111".11 Infr<1"t nlctUt"l.! 
S\l1 i ll"OjCCt!i. 
!;\\J.'pnJycctos P.ura1es 
cll~ Infr,,("!stnlcturil 

1":11)(.1 unc1 COn5C1'/<1 tion 
5111 'I ,rojr.cts. 
Suhl'l"oyectos de Con­
t~'~I'\·.lci6n de Sue] os. 

Sub-Total 
Su.l.rTotal 

DESICN "''1D ~1l\l'llImlfNT 
U IPROVD·!I-'NI' 
1'\['.JOlv·II'IHl'nD DC DISENJ 
Y M~lINISrMCI(',(1 
~!PI'1 Sp:'C ial Resources 
Office 
Oficina de Hccursos 
ESFCciJles del HJP 

SUH''lARY COST ESTTI·'l,TC roR Nlfl!Dr,TORY l\GPEF./·1FNl' NO. 1 
REStJr-1EN ESTn·V\OO DE CQ;mS rrJV\ EL CONVF.lJIO DE EJ~trrnDA NO. 1 

(En 1-li1es de U.S. D51i1r.es) 

FJSUIL 'tTAR 1980 
l\fYJ rI SC,IL 1980 

LONI GPN:r 
PPESTT':·O OOtlllTIVO 

7,800 

2,900 

2,900 

13,600 

200 

A. LD. 
FISC!\L YI)\R 1981 

Af'1:J FISO,L 19B 1 
LONl 
PRESTND 

800 

200 

1,000 

Gr~INT 

~'"'Nl\TIVO 

'JurAL AID rtJNDS 
'TQTIIL FONDOS AID 

LOl\N GRl\NT 
PHESTN'O !X)N)\TI\'O 

7,800 

3,700 

3,100 

14,600 

200 

GOES 
COUHfFHPl\RT 
CONlW\PAJITIDA 
GOes 

1,027 

941 

532 

2,500 

650 

~'EXO :;0. 
Am;cx r;O. 

TI.I.D.-<"rrs 
1'''I1'!,L prn:r:CT 
Tor;.L r~~\1X"f( 
il . I . D . -O)[S 

8,827 

4,641 

3,632 

17,100 

850 



- l. -
/' ::j :':0 ;;r1. 1 

r A.·~,·.L.\ :.u. 1 

A.LO. COES " . I . [). ~r:S 
FlSCl\L YEAR 1980 FISCAL YL:i\l~ 19(1l 1'OTAL Am FUtJDS COUiJTI~IU)I\l~1' 1nrn. 1'1)(\.ID .. 

AcrIVITY i'F.O FISCN, 1980 N'O FI!,"G\L 1981 'fOTl\L ranX)s 1,10 CnrrRl\PAR'l'IJ:JA "\\f!'!-L I'I"'J,.I)..::-. 
ACrlVIDl\D IDAN GPNll' uv~·j (;rll~rr IDAN GRl\NT OJES A.1 .D • ..J,':"; 

PRESTN·n CONATIVO PFESTN)) [,l!ii\TIVO PRESTN·lO COi·jATIVO 

Sp."1re Purts 
Hcpuestos 200 200 200 

Implcrrcnting l\gency 
l-'.-magem::!nt 
lIL1Hlinistracion de la 
Ent id<1c1 Ejeclltora 2,000 .!,OO[l 

Sub-Totol 
Sub-Tl)tal 400 400 2,650 ::. ,(1:.0 

3) srnr.NGn IIll we; CW PUBLIC 
\·.\1m:s :'L'CIDR 
FOI,\'l\LIC 1 marro DCL 
SIX"I'OH DE OBlv\S PUBLICI\S 

Project: 1::V.,ltl.'ltion 
r.v~11uoci.6n (lc Pr-oycctos 25 25 ·,r 

~_I 

'I'c-chnical l\Ssistance ilI1d -. 
1'rilining 
t\S j stenciv. Tecnica y 
iid ics tri1IlIiento 100 100 100 

Sub-Total 
Sub-Total 125 125 125 

GRI\ND 'IOTAL 
GR/\N TCTrl\L 14,000 125 1,000 15,000 125 5,150 20,275 



A.I.D. Project No. 519-0256 

PROJECT LOAN AND GRANT AGREEMENT 

BETWEEN 

IRE GOVERNMENT OF TIlE REPV~LIC OF f.L SALVADOR 

and the 

GOVERNMENT OF TIlE mUTED STATES OF AtfERICA 

for the 

PUBLIC SECTOR EHPLC"'l~fENT PROJECT 

DATED: March 28, 1930 
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A.I.D. Project No. 519-0256 

Loan and Gr.ant Agreement 

na ted: rfarch 28, 1980 

Between 

The Government of the Pepublic of F.l Salvad,r ("GOES") 

And 

The r.ove~~n~f!at of the United States of America, acting through 
the Agency for International l)p.velopment ("A. I.n"). 

Article 1: T~e A~re~Ment. 

The purpose of this Agre~ment is to set out the understandinp,s of 
the parties naJ11ed above ("Parties") with respect to the undertaking by 
the GOES of the Pro.iect described herein, and Hith respect to the financing 
of the Project by the Parties. 

Article 2: role Project 

Section 2.1. Definition of Project. Th~ Project, which is further 
described in Anne;~ T,- \ .. d 11 in th('\ short term, increase emploYMent anrl 
income opportunities for u:~e"1rl(Jyp.d and underemployed labo1"crG by financing 
a variety of labor inten~ive sul-l~ojects in both rural un~ urban areas, 
and thereafter, help to in:>tit'..'tionalize a system throu;>;h \"l1ich the 
labor-intensive publir. ~.,ork~/infrastructure projectf; can absorb surplus 
labor and increase incm<les. 

!<1ithin the limitH of the definition of the '!'rojcct in ;,ection 2.1 
elements of the amplified description stated in Annex 1 nay be ch;1nged 
by written a3reemcnt of the authorized representatives of the ~arties 
named in ~ection 9.1, withoat formal amendment of th~.s Agtc~ment. Annex 
1 will ideatify those elements of the Project for "'hieh Grant financing 
will be employed, snd those for \vhich Loan finnncinr; \lill he employed. 

Section 2.2. IncreM('ntal Financinp, of the Project. 

A. I.D. 's contribution to the I,oan portion of the Project will be 
provided in increments. the initial one being made availahle in accordance 
with Seedon 3.1 of this Agreement. Subsequent increments will be 
subject to availability of funds to A.I.D. for this purpose, and to the 
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mutual agreement of the Parties, at the time of a subsequent increment. 
to proceed. 

Article 3: Financing. 

SECTION 3.1. The Grant; TIle Loan. To assist the GOES to meet the 
costs of carrying out the Project, A. 1. D., pursuant to the Foreign 
Assistance Act of 1961, as anended, agrees to grant the GOES under the 
terms of this Agreement not to exceed One Hundred and Twenty Five Thousand 
($125,000) United States ("U.S.") clollars ("Grant") and to lenG the 
GOES under the terms of this Agreement not to exceed Tp.n Hilli.on U.S. 
Dollars ($10,O()O.OO) ("Lonn"). The aggregate amount of disbursements 
under the Loan is refe -red to a8 "PrincipaL". The Loan and the Grant 
together are referred La as the "Assistance". 

The Assistance may be used to finance fcre.if!;n e.xchange costs, as 
defined in Section 7.1, and local currency costs, as defined in Section 
7.2, of goods and services required for the I'roiect. 

SECTIon 1.2. r::OES Resollrces for Ti)e Project. 

(a) The GOES agrees to provide or cause to be provided for the 
Project all funds, in addition to the Assist~nce, and all other resources 
required to carry out the Project effectively and in a timely manner. 

(b) The resollrces provided by the rnl~S for t~e Project will he 
not less than the e'1Uiva12nt of 11. S. F:xe lFll::'on :1ne Hundred Fifty 
Thousanu Dollars $5,15,), :.)1'1'), including COSL.) kane on an "{n-kind" 
basis, further detsll~d in Annex I. 

SECTION 3.3. Project Assistance r.omplction n~r:e. 

(a) The "Proj~ct Assistance Completion n.qt~·' (PAC,)), which is 
Harch 5, 1982! or such other date as the rarties may agree to in ~¥I'iting, 
is the dale by which the Parties estimate that all services financed 
under the Assistance will h"lve been per :orf'l,~d ant.! all goods financed 
under the Assistance \-lill h2ve been furnished for th~ Project as contem­
plated in this Agreement. 

(b) Except as A.LD. may otherwise agree in ,.,riting, A.LD. will 
not issue or approve documentation which \,rould authorize disbursement of 
the Assista,cc for services performed subsequent to the PACD or for 
goods fur.nished for the Pro.iect, as contemplated in this Agreement, 
subsequent to the PAC)). 

(c) RequestB for disbursement, accompanied by necessary supporting 
documentation prescribed in Project Implementation Letters, are to be 
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received by A.I.D., or any bank described in ~p.ction 8.1, no later than 
nine (9) months following the PACD, or such other period as A.I.D. 
agrees to in writing. After such ~eriod, A.I.D., giving notice in 
writing to the GOES may at any time or times reduce the amount of the 
Assistance by all or any part the~eof for which requests for disbursement, 
accompanied by necessary supporting documentation prescribed in Project 
Implementation Letters, were not received before the expiration of said 
period. 

Article 4: Loan Terms. 

SECTION 4.1. Interest. the GOE~ ~.,ill pay to A. LD. interest which 
\-1i11 accrue at the r.:lte of tHO pilrcent (2%) per annum for ten (10) years 
following the date of the fiat disbursement of the Lo(\n hereunder and 
at the ra';e of thrf'.e percent . '3%) per annum thereafter on the outstandin~ 
balance of Principal and on c.ny due and unpaid interest. Interest on . 
the outstanding balance will accrue from the date (RS defined in Section 
R.S) of each respective disbt:.rsem~nt, and will be cOfllputed on the basis 
of a 3uS-day yp~r. Interest will be payable no later than six (6) 
months after the first dishursement of the Loan hereunder, on a date to 
he specified by A.I.D. 

SEeTIO;·! 4.2. ~epaymcm t. The GOES ",ill repay to A. I • D. the Principal 
within T,"'enty-five (2S) y!~s from the date of the first dishursement of 
the Loan in Thirty-one (3,) approximately equal seMiannual installments 
of Principal and interest. The first instnllTl1ent of Principal will be 
payable nine and one-half (0-1/2) Y2ars after the date on which the 
first interest payment is due in ac'_~()n1::u,ce 'vh.n Sp.'2.t'ion 4.1. A.Ln. 
will provide the GOES 'dl.h an amortizatio,1 sd'edllle in acco::-dance with 
this Section after the Hnal dishurseMent under the Loan. 

SECTIOn 4. 3. ~;)pli~:Cltion, r.urrencY~<i_~la.ce of ?ayment. All 
payments of interes t ana Principal hereund~r ,,·ill be made in U. S. Dollars 
and will be applied firet to the payment of interest due and then to the 
repayml!nt of Principal. Fxcept as A. 1.)). may otherwise specify in 
writin;~, payments will ~ e made to the Controller, Of flee of Financial 
Nanagement, Agency for International Deve10prlent, lIas>tington, n. C. 
20Sl3, U.S.A., and will be deemed made Hhen receivell hy the Office of 
Fir.ancia1 ] lanagemen t. 

SECTION 11.4. Pref~3yment. Un on payment of all interest and any 
refunds then due, the i,JES may prepay, without penalty, all or any part 
of the Principal. UnlQss A.LD. otherwise agrees in writing, any such 
prepayment will be applied to the installmentc of Principal in the 
inverse order of their maturity. 
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SECTION 4.5. Renegotiation of Terms. 

(a) The GOES and A.I.D. agree to negotiete, at such time or times 
as either may request, an acceleration of the repayment of the Loan in 
the event that there is any significant and continuing improvement in 
the internal and external economic and financial position and prospects 
of El Salvador, which enable the GOES to repay the Loan on a shorter 
schedule. 

(b) Any request by either Party to the other to so negotiate will 
be made pursuant to Section 9.2, and will give _he name and address of 
the person or persons who will represent the requesting Party in such 
negotiations. . 

(c) Within thirty (30) days after delivery of a request to negotiate. 
the requested Party will connnunicatc to the other, pursuant to Section 
9.2, the name and address of the person or persons who will represent 
the requested Party in such negotiations. 

«(1) The representatives of the Parties ,·li11 meet to carryon 
negotiations no la~er than thirty (30) days after delivery of the requested 
Party's connnunication under sub-section (c). The negotiations will take 
place at a location mutually agreed upon by th8 representatives of the 
Parties, provided that, in the absence of mutual agreement, the negotia­
ations will take place at the office of the r,OES' Ministry of Public 
toJorks of El Salvador. 

SECTION l,,6. Terdnn~ion on Full Pnyn:ent. Upon payment in full of 
the Principal and any a.~crued interest, this A~~reemcnt and all obligations 
of the GOES and A.I.D. relatinp, to the Loan provisions of this Agreement 
will cease. ,However, with respect to any obligations Arising out of the 
expenditure of Grant fur.ds, this Agreement ,,,ill remain in full force and 
effect. 

Article 5: Conditions Precedent to Disbursement. 

SECTION 5.1. First Disbursement, Assistance. Prior to the first 
disbursement of the Assistance, or to the issuance by A.I.D. of documenta­
tion pursuant to which disbursement will be marle, the GOES will except 
as A.I,D. may otherwise agree in writing, furnish to A.I.D. in form and 
subscance satisfactory to A.I.D.: 

(a) An opinion of the Attorney General of F.l Salvador, or other 
counsel acceptable to A.I.D., that this Agreement has been duly authorized 
and/or ratified by, and executed on behalf of, the GOES and that it 
constitutes a valid and legally binding obligation of the GOES in accord­
ance with all of its terms; 
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(b) A statement of the name of the persons holding or acting in 
the office of the GOES specified in Section 9.3, and specimen signature 
of each person specified in such statement; 

(c) Evidence that a Special Resource Office has been established 
within the Hinistry of Public Horks and staffed in accordance with the 
tenns upon which the GOES and A.I.n. have .qg:;..-ee1; 

(d) Evidence that the Emergency Employment Fund has been established 
within the Central Reser-Ie Hank of El Salvador and that a system exists 
to disburse funds from the Central Reserve Rank to the individual imple­
menting Agencies. 

SECTION 5.2. F:.r~ t Disbursement (Loan). "?rior to the first 
disbursement under the Loan, or to the issuance by A..LD. of documentation 
pursuant to which disbursement will he madf!, th.~ GOES 'olill, except as 
A.LD. may otherwise lLgree in writinr" furnish to A.Ln. in form and 
substance satisfactory to A.I.n., a list of sub-projects selected for 
implementation duriag the first three month~ of the project, and shall 
include a a~~t0.~ent of the estink1ted cost of l~bor, naterials and equip­
ment, location of rte suh-projects, IMplemen~ing Agencies, estimated 
construction or ey.er~ution time, and procedurLS for and frequency of 
expected field surervision and inspectiou:;. 

SECTION 5.3. Disburspm~nt for NRtural r~~ources Sub-Projects. 
Prior to dishurse~ent under the Loan, o)~ the iSfluallce by A. I. n. of 
documentation pUrflU1'lnt to tvhich di.r'J~;1~,;eM~'-'.t will be ma(lc for reforesta­
tion, 80il conservati0n and \-lau.! l'~gerv(dr 1c.th-i.t"ies, the (~I~ES 1-,ill, 
except as A.LD. fllay o~~er:d.<;e t:[;ret! in ~:ri::i:1G,~u:·ni.sh to A.LD. in 
form anc!· substance sEtisf:lctory to A. 1. n., d':'l~ 1: ut inplementntion plans 
for such sub-proj('c.tL "'hich shall fnc1ude an ;:nal:"i~ of the institutional 
support, materia? 5 , cqllip:ncnt and recurring cost l"L~liuir~.ne!1t8. 

SECTIO;q 5.4. Additional DisburseMent. !1rior.:o disbursement under 
the Loan, or the issuance by A. I. D. of (locument:ltion pursuant to which 
disbursement will be made in excesn of T(m 'lillion !Tnited '>tates nollars 
($10,000,000) the GOES will, except as A.I.D. ~ay oth~rwise agree in 
writing, furnish to A.LD. in form and substance ."1a::.:.:lEa('.tory to A.Ln., 
a detailed list of sub-proj ec ts l.,hich mee t the f,\l~)-I"H'-\J.i ec t selection 
criteria to which the GOES and A.I.D. agreed and \olhich are proposed for 
funding under Phase II of the Project. The list shall include a statement 
of the estimated cost of labor, materials and equipment, location of the 
sub-projects, Implementing ARencies, and estimated con3truction or 
execution time. 

SECTION 5.5. Notification. mien A. 1.D. ~as dete~ined that the 
conditions precedent specified in Sections 5.1, 5.2 and 5.3 have been 
met, it will promptly notify the GOES. 
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SECTION 5.6. Terminal DfI.te for Conditions Precedent. 

If all of the conditions specified in Section 5.1 have not been met 
within 90 days from the date of this A~reemcnt, or such later date as 
A.I.D. may agree to in writing, A.I.D., at its option, may terminate 
this Agreement by written notice to the GOES. 

SECTION 5.7. Reimbursement. Upon compliance with the conditions 
precedent to dishursement by the GOES, A.Ln. may disburse Loan or Grant 
funds to reimburse elieible costs incurred on or after February 16, 
1980, provided that evidence of such costs is furnished to A.LD. in 
form and substance satisf~ctory to A.I.D. 

Article 6: Special ~ovcnarlts. 

SECTION 6.1. Project Evaluation. (1) The Parties agree to establish 
an evaluation progr;lm as an integral part of the Pro,iect. Except as the 
Parties othen-rise ap,ree in writing, the program will include, during the 
implementation of the Project and at one or more points thereafter: (a) 
evaluation of p:,c;;reBs toward attainment of the ob.iectives of the Project; 
(b) identificDt~~on and evaluation of problem areas or constraints which 
may inhibit such attainment; (c) assessment of how such information may 
he used to help overcome such problems, in t',:is or other pro,iect; and 
(d) evaluation, to the degree feasible, of tr.e overall developMent 
impact of the Project. 

(2) The GOES furlher C(1'.Tpna~lts and ag!"ces that prior to disbursement 
from the Emergency Empl"ymcnt FllmJ. for any sl!b-pro,if'ct (',ct:i:.rity: (a) The 
Special P.~sources nffir:O;) will h;we ccrtified that tho CUb-pi~oject meets 
the sub-project selection criteria. (b) The S,eciul ~0n'~lrccs Office 
will have certifiecl that the land lIpon which ar..y new t<1ci~.ity is to be 
constructed, and finaneed with A.1.D. funds, is mm.?u by the GOES and 
that all Project Activities financed with .'\.LD. funds will be conducted 
on publically ow"Ilcd property. 

(3) For all sub-nrojects which Project consultnDts or the Special 
Resources Office indicate r~ight cause potentially si;:;nificant environmental 
effects, the r.or.:s will submit to A.LD. the findings with regard to such 
effects and obtain approval prior to the financing of any such sub­
Project. 

Article 7: Procurement Source. 

SECTION 7.1. Foreign Exchange Costs. Disbursements under the Loan 
pursuant to Section R.l will be used exclusively to finance the costs of 
p'oods and services required for the Pro,iect having theit" source and 
origin in countries included in Code 941 of the A.I.D. r,eographic Code 
Book in effect at the time orders are placed or contracts entered into 
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for such goods and services. Disbursements under the Grant pursuant to 
Section 8.1 will be used exclusively to finance the costs of goods and 
services required for the Project having their source and origin in The 
United States Code 000 of the A.LD. Geog":8?hic r:ode 'qook as in effect 
at the time orders are placed or contracts entered into for such goods 
or services. ("Foreign Exchan~e Costs"), except as A.LD. 111ayotherwise 
agree in l-lriting, and except as provided in the Standard Provisions 
Annex, Section C.l (h) with res~ect to marine insurance. 

Ocean Transportation CostA will be financed uncier the Loan only on 
vessels under the fIa?, r~gistry of the United States or of Countries 
that are members of th~ Central American Conn:non ·farket. Except as 
A.LD. may othen\1ise a~;rce in '"r_tinr,. 

Ocean Transportation Costs will be financed under the r.rant on vessels 
under the f1aR registry of the l~ited States. Fxcept as A.I.D. May 
otherwise agree in ~..rriting. 

If A.LD. rlotermines either that there are no vessels under flag 
registry as descrihed above generally available for ocean transportation, 
or that the RqubJi.c of F.l Salvador has no access to U.S. fla'."; service, 
A.I.D. in a Projc~t Implementation Letter rosy c~rce to finance under the 
Assistance trans?ortation costs on vess21s un.der flag registry of any 
country included in A.I.D. Geographic Code ~ook 941. 

SECTION 7.2. Local Currency SontLl. Dishursements for activities 
pursuant to Sp-ction-S.2 "i.llT-~~-~se:f-e~;.~l1\:Ji\pJy to fil~.'lnce the CO!3ts of 
goods and services rC'(pL.'p.d [c::.' 1'1,:: l'~·o.i p.'2 t hm;:i.n~ their ~ource and, 
except aA A.LD. may ~th-".,~T",,·L::2 I~(;ree in \Jritil'r-;, t:h~ir o:::i;~in in member 
countries of the CfCnt,,(,,'ll. AiTlcri'.:..:m Cornman 1.larkct. ("Lucal Currency Costs"). 

Article 8: Disbursernarts. 

SECTION [1.1. T)ishll!'sement for Foreign l~xchanp,e Costs. 

(a) After satisfaction of conditions precedent, the GOES may 
obtain disbursements of f~mds under the Loan or the Ct';!nt for the Foreign 
Exchange Costs of good!3 or services required for t'.~ nrcject in accordance 
with the terl".s of thin A~reement, by such of the fuUowing methorls as 
may be mutually agreed upon: 

(1) hy submitting to A. Ln., with necessary supporting docu­
mentation as prescribed in Project Implementation tAtters, (i) requests 
for reimbursement for sllch goods or services, or (U) requests for 
A.I.D. to procure commodities or services in the nOES' behalf for the 
Project; or 
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(2) hy requesting A.I.D. to issue Letters of Commitment for 
specified amounts (i) to one or more U.S. banks, satisfactory to A.I.D., 
committing A.I.D. to reimburse st·.ch bank or banks for payments made by 
them to contractors or suppliers, under Letter of Credit or otherwise, 
for such goods or services, cr (ii) directly to one or more contractors' 
or suppliers, committing A.LD. to pay such contractors or suppliers for 
such goods or services. 

SECTION R.2. Disbursement for Local Currency Costs. 

(a) After satisfaction of conditions precedent, the GOES may 
obtain disbursenents of fur.ds under the Loan or the Grant for J.ocal 
Currency Costs reqllir~.J for the Project in accoroance with the terms of 
this Agreement, by Fl" .. lbmitting to A. LD., with necessary supporting 
docunentation as prc~;cribed in Project Implementation Letters, requests 
to finance such costs. 

(h) The local currency needed for such disbursement hereunder may 
be obtained: 

(1) hy acquisition by A.I.D. with U.S. dollars by purchase; 
or from local cllrren~y already owned by the H.S. Government; or 

(2) by A.I.D. (i) requesting the Gn~s to make available the 
lacal currency for such costs, nnd (ii) ~l~reafter makinr available to 
the GOES through the opening or amendment hy A.I.D. of Special L~tters 
of Credit in favor of the GOES an am():.~<1t of U. S. Dollars equivalent to 
the amount .of local currency m".lle aW1I1Q~le hy the COES ~Yhich dollars 
will be utilized for. rrccurr:l!1Cn: J:,:om the Unite.; Staten ttn(~er appropriate 
procedures described in Project Implementation Letters. 

The U. S. dollar equiv<l1.ent of the local currency rwde available hereunder 
will be, in the case of !;t:bsection (b) (1) above, the amount of U.S. 
dollars required by A.LD. to obtain the local currency, and in the case 
of subsection (h) (2) above, an amount calculated at the rate of exchange 
specified in the applicable Special Letter of Credit Implementation 
Hemorandum hereunder as of the date of the opening or. amendment of the 
applicable Special Letter of Credit. 

SECTION B.3. Other Forms of Disbursement. T)isbursements of the 
·Loan or the Grant may also be made through such other means as the 
Parties may agree to in writing. 

SECTION 8.4. Rate of Exchange. Excep~ as may be more specifically 
provided under Section R.2, if funds provided under the Loan are introduced 
into El Salvador by A.I.D. or any public or private agency for purposes 
of carrying out oblip,ations of A.I.D. hereunder, the C~ES will make such 
arrangements as rtay be necessary so that such funds may be converted 



into currency of F,l Salvador at the hip,hest rate of exchange which, at 
the time the conversion is made, is not unlawful in El Salvador. 

SECTION R.S. Date of Disbursement. nisbursements by A.I.D. will 
be deemed to occur (a) on the date on Hhich A.LD. makes a disbursement 
to the GOES or to a bank, contractor or supplier pursuant to a Letter of 
Commitment, or credit; (h) on the date on which L\.I.D. disburses to the 
GOES or its designee local currency acquired in accordance with Section 
8.2 (b) (1); or (c) if local currency is obtained in accordance with 
Section 8.2 (h) (2), on the date on which A.I.D. opens or amends the 
Special Letter of Credit there referred to. 

Article 9: "iscell~nc0vs. 

SECTION fJ.1. Investment Guaranty Project Approval. Constr.uction 
work to be financed unner this Agree~ent is aRreen to be a project 
epproved by EI Salvador pursuant to the agreement between it and the 
United States of America on the subject of investment guaranties, and no 
further approval by El Salvador will be required to permit the United 
Sta tes to issue ~,n'lestment r,uaranties under ti\at agreement covering a 
contractor's inveutment in that project. 

SECTION 9.2. COlWllunications. Any r.C't::r.:'!, request, document, or 
other communication submitted by eithC!r ]~il::':':' to the other under this 
Agrecm~nt lvi11 be in writing or by telef,r1l111 or cable, and will be deE':T!\~d 
duly given or Rent when delivered to such Pm: ty at the follm.ring address: 

To the GOES: 

Huil Address: 

Hr. Hini9ter 
'i1inistry of Public Horks 
Palacio Nacional 
San Salvador, EI Salvador, C. A. 

To A.LD.: 

'hi! Address: 

Director, USAIDtHission to F.I Salvador 
American f.mbassy, 
San Salvador, F.l Snlvador, C. A. 

Alternate address for telegrams: 

USAID 
American Embassy 
San Salvador, EI Salvador, C. A. 
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All such communications will be in English and Spanish, unless the 
Parties otherwise agree in writing. Other addresses may be substituted 
for the above upon the giving of notice. The GOES. in addition, will 
provide the USAID Mission with a copy of each communication sent to 
A.LD. 

::iECTION 9.3. Representatives. For all purposes.celevant to this 
Agreement, the GOES will be represented by the individual holding or 
acting in the office of Minister of Public Works and A.I.D. will be 
represented by the individual holding or acting in the office of Mission 
Director, USAID Mission to El Salvador, each of whom, by written notice, 
may designate additional representatives for all purposes other than 
exercising the power under Section 2.1 to revise elements of the amplified 
description in Annex 1. The names of the representatives of the Borrower 
with specimen signatures, will be provided to A.I.D., which may accept 
as duly authorized any instrument signed by such representatives in 
implementation of this Agreement, until receipt of written notice of 
revocation of their authority. 

SECTION 9.4. Standard Provisions Annex. A "Combined Loan and 
Grant Standard Provisions Annex" (Annex II) is attached to and forms 
part of this Agreement. 

SECTION 9.5. Language of Agreement. This agreement is prepared in 
both English and Spanish. In the event of ambiguity or conflict between 
the two versions, the English language version will control. 

IN WITNESS WHEREOF, the GOES and the United States of America, each 
acting through its duly authorized representative, have caused this 
Agreement to be signed in their names and delivered as of the day and 
year first above written. 

THE REPUELI 

By: 
------~~----~---------------

Title: Minister of Planning Title: Ambassador 

BY:~H/'~ 
eterw:Askin 

By: 

Title: Title: Acting Director, USAID/El Salvador-



A. Purpose 

Project Description 
Annex I 

TIle specific purpose of the Employment Pr.oject is, in the short 
run, to increase employment and ineol'1l! opportunities for un-and under 
employed laborers and to institutionalize the optimum use of labor­
i.ntensive public ~<Jorks sub-projects to absorb surplus labor and increase 
incomes. 

B. Description 

The Project ccnr.istn of three elements: (1) the creation of an 
Eoployment Fund to fiuQ1).~·'" the construction of labor-intensive sub­
projects; (2) assistance in the desip,n, manage~cnt and impleMentation of 
sub-projects; and, (3) assistance in strengthenin~ the labor-intem:dve 
public Horks sector. 

To initipte the Project, an T<:Mcrgency EMploymer.t Fund will be 
created in the Cc':ral Reserve Hade by the criES to finance the C03tS of 
labor and materials required for the construct~.on of sub-project activ­
ities. Im.plc:r;f:T1tation of the Project __ lill tr.cn he undertaken hy five 
major agencies -- tuo of these n~;encier; nrf' ;i.~j"e'::tly under the !·tinistry 
of Puh1ic Works (Directorate of Roads and t~e nirectorate of Urbanization 
and i\rchitecture, nrA): one is a semi.nutonc'l·ous agenc.y which operates 
under the direction of tI:(;! :~PP (~T,1t:!.O·1'1 A:~r.·:ini.stl·ation of ACJueducts and 
Sewers, Aj\fDA); and two are (:J.~~·:::cto·.::1~e" cf the. 'finistl"y of AI~rictllture 
nnd Lives tack, i'lAG (Di rc: 1:0t,!~e 0:: 'Iel tion .. ,] ~'!'-le·.·J.1b l<::! T'er..OlP:,-:e.1 t OGRNR) 
and (Directorate of Li'/~'st(;(+, ::-lCG). Over;::}:!. cl')clination of sub­
project execution by the ref,l'~,::tiv~ agencies \1:;.11 b:} th(~ l'p.spo!1sibil ity 
of the Ninistry of Pub] :i.e ;.]Ol:'l . .,:s t1lrollgh the S~Qci.11 ';:ecurcec3 Office 
(SIlO). 

The s-qo will be oto.ffed by a civil engineer Clrlministrator; two 
assistant engineers an~ one financial manager funded under the loan; 
five assigned construction inspectors; two accountants; three secretaries; 
:':our] supporti.ng pen'cnne1 (rlrivers, messen8crs) for the life of the 
Project. Initially, t~170 consulting engineers, and tll."O social promoters 
will also be funded under this loan and provide required technical 
support for all SRO operations. Three additional en~ineer consultants 
will be employed at a l~ter time. Planning liaison representatives from 
tile l1iniFltries of Planning, Public Health and A:;ricu1ture will be seconded 
to the unit as required. 

The SRO will be responsible for all central planning requirements, 
including contingent needs for sub-projects being executed by elements 
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of other l~inistries (L e., Natural Resources and Livestock ;)ivisions of 
the lfinistry of Agriculture)~ assistance in the development of completed 
additional sub-project plans; and the monitoring and certification of 
sub-project implementation by each executing agency. Specifically, the 
SRO will: 

Review and authorize eligible sub-projects prior to execution. 

Honitor and conduct in-progress work on sub-projects. 

Assess and certify completed sub-project activities for reimburse­
ment. 

~nage emergency employment fund revolving account. 

Evaluate and recommend modification of sub-project procedures 
and practices where appropriate. 

Followinr; establishment of the SRO, it ~.,ill select sub-project 
activities rendy f-lr immediate implementation l.,hich have high priority 
and for which there is an expresserl demand. r·.1 general, sub-projects 
will comprise urban streets and drainage il~lrl"':Cl"~ment, rural and urban 
water supplies ,:;no storage, rural acccr;r: ro~d;, ;:;,1a11 access bridp;es, 
food storage facilities, reforestation and Gall conservation. Prior to 
authorizing the execution of sub-projects, they will be evaluated 
against the followin~ selection criteria: 

Local labor cent.cot. ~~(l sub-proj ;~ct ,·,ith les8 than ."l 4070 
labor/total cu:..;t r;~tio can be financed. ::ub-proj<!cts with the 
highest labor crnlt~n~ will be given priror~ty. 

Development p:r~_ority and socio-economic benefits. 

Environme.ntal benefits. 

Revenue producin~ and/or maintenance Raving potential. 

Readiness for implementation. 

Non-duplication with other donor or AID t)rojects. 

In order to spread ~otential benefits as widely as possible, sub­
projects have been identified throughout the country. A?proximately 60% 
of the infrastructure sub-projects are expected to be in urban areas 
(including small urban core areas of rural market towns) with the 
remaining 40% in rural areas outside of urban areas. An estimaed 30% of 
the urban sub-projects will be carried out in the ~an Salvador metropolitan 
area. 
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Loan-financed technical assistance together with the GOES budget 
and staff support will strengthen the institutional capacity of the HP~-J' 
and }V- ld assure timely Project implementation and disbursement. This 
technical assistance, combined with the professional expertise of the 
respective ministries, will permit the SRO to effectively carry out its 
full range of implementation responsibilities. Assistance is also 
provided for the procureMent of essential spare parts for equipment and 
vehicles of the HpT'l and lIAG to avoid ir:tplementation rtelays posed by down 
equipment. 

Grant funds are provided to the for technical assistance and training 
related to (a) the long-run role of labor-intensive public works programs 
in the country' s eP.lploy~n::!l:t strategy, (1-» the design and management of 
labor-intensive public works programs, (c) the choices of alternative 
technologies and, (d) evaluation of the Project. The r,rant will enable 
the GOES to expand its capacity and knowledge in these areas and develop 
an appropriate labor-intensive public works program a8 a long term 
employment effort. 

AID will r~ovide loan and grant funds in support of the Project 
""hich will he used for: 

(i) creation of an F,mergency Employment Fund to finance high 
priority, lahor intensive pubJic infrastructure and land 
improvement/conservation s~b-projects; 

(ii) equipment and vehicle spare parts; 

(iii) approximately 12 p(\rson months of technical assistance and 6 
person months of training for staff in the ,[inistries of 
Planning, Public !~rks, and Agriculture for development of 
long-term labor intensive public works programs, limited 
assistance in the preparation of detailed sub-proj~ct plans 
and Project evaluation; and 

(iv) approximately 120 person months of technical consultant services 
to the Special Resources Office (SRO) for sub-project construc­
tion, implementation and \-1Ork certification assistance. 

The GOES will create the Emergency Employt",t!nt Fund in the t::entral 
Reserve Bank and will establish the SRO anrl provide for its necessary 
stcffing, administration and salary of all r~ES nersonnel working in the 
SRO. The GOES will also ~rovide all Project vehicles nnd equipment, and 
support costs to include fuel, lubricants And maintenance. 
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The Fund will be financed by both A.I.D. Assistance and counterpart 
resources. $15.0 million in A.I.D. Loan resources and $125,000 in A.I.D. 
Grant resources are allocated to the Fund, $10.0 million of the Loan and 
the full $125,000 in grant of which are obligated by the Agreement, and 
$5.0 million which are planned for obligation at a later date, subject 
to the availability of funds to A.I.D. and to the mutual agreement of 
the Parties, at the time of the subsequent ir,crement, to proceed. $5.15 
million in counterpart resources are allocate1 to the Fund, $3.43 million 
of which are obli!1:ated by the Agreement and the remaining $1. 72 million 
of which are planned for obligation at the time A.1.D. obligates the 
subsequent loan increment. The Fund will thus total $20.275 million 
over the life of the Project as shown in the following table. 

D. SUMMARY COST. ESTIH1.Tr. (In US $000) 

A.I.D. 
Loan Grant Total 

Emergl!nc~ Em)2toVID'?ot Fund 
Urban Infrastr,lcturE' Subprojects 7,800 7,800 
Rural Infrastru~ture SubprOject 3,700 3,700 
Land and Conservation Subprojects 3 2 100 31 100 

SUB-TOTAL 14,000 14,600 

Design and i-tgl'lt. Imp:cov".!ment 
Hin. of P.l-[. Special '1.(~8--;:;urc·es 
Office 200 210 
Spare Parts 200 iO') 
Implementing Agency Hnn:lgement '!'-

SUll-TOTAL 400 'II}!) 

Strengthening of Public Horks 
Sector 
Project Evaluation 25 25 
Tech~ Assistance and Training 100 100 

SUB-TOTAL 15,000 125 15,125 

GOES 
Counter 
part 

1,027 
<.)41 
532 

2,500 

650 

2!00O 
2,650 

5,150 

TOTAL 

8,827 
4,641 
3,632 

17,100 

~50 

200 
~.2... 

3,050 

25 
100 

20,/,75 
a. ___ ~_c_c_~=c=a_=~~=a_=_e======~===g=_az~===am 

*Phase I of this Project consists of up to $10,000,000 of A.I.D. Loan 
funds and corresponding counterpart. Phase II consists of A.I.D. fundin~ 
in excess of $10,000,000 I.oan funds and corresponding counterpart, 
subject to the availability of funds as stated in Section 2.2 of the 
Agreement. 
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Combined Loan and Grant Pro.iect Standard Provisions 

Annex II 

Definitions: As used in this Annex, the "Ar;ree!'lent" refers to the 
Project Loan and Grant Agreement to which this Armex is attached and of 
which this Annex forms a part. TeTms used in this Annex have the same 
meaning or reference as in the Agreement. 

Article A: Project I"!p'lt:!:'lentation IJetters. To assist in the Implementa­
tion of the Project, A.I.D., from time to time, wUl issue Proiect 
Implementation Lettej~9 that will furnish additional information about 
matters stated in thb AC~Lecmcnt. The parties !'lay also use jointly 
agreed-upon Projr,ct 11:1I)lementation Letters tu confirm and record their 
mutual understanding on aspects of the implementation of this Agreemer.t. 
Project Implementation Letters will not be userl. to amend the text of the 
Agreement, but can be used to record revisions or exceptions which are 
permitted by the ARreement, including the revision of eler.Jents of the 
amplified de~('ription of the Project in Annex 1. 

Article B: Gcnernl Covenants; 

SECTION B.l. Cunsultation. The Parties will cooperate to assure 
that the purpose of this Agreement will be nccomplished. To this end, 
the Parties, at the request of either, • .;ill e:'~change views on the progress 
of the Project, th~ performance of ob.lJ.f~nt:i('tls under this Agrl~ement, the 
performance of any consultantn, contrHct0r~, or suopliers enBoged on the 
Project, e.nd other m~tt.'l. s rC!~d:in(~ 'Co tl:e T'rojcct. 

SECTION B.2. ExeCt't:i.0n of Pro1~ct. The r;OES Hill: 

(a) carry out the Project or caUSe it to be carri~d out with 
(he diligence and effi·:iency, in conformity \·,ith sound t(~chtlical, fionncial, 
and management practice~, and in conformity with those documents, pl"ns, 
specifications, contracts, schedules, or other arrangements, and with 
any modifications therein, approved hy A.I.D. pursuant to this AgreeMent; 
and 

(h) provide qualified and experienced manap,ement for and 
train such staff as mp.y be appropriate for the maintenance and operation 
of the Project, and, as applicable for continuing activities, cause the 
Project to be operated and maintained in such manner as to assure the 
continuing and succesRful achievement of the purposes of the Project. 
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SECTION B.3. Utilization of Goods anet Services. 

(a) Any resources financed under the Assistance, will, unless 
otherwise agreed in writing by A.I.D., he devoted to the Project until 
the completion of the Project, and thereafter ~iill be used so as to 
further the objectives sought in carrying out the Project. 

(h) Goods or services financed under the Assistance, E::xcept 
as A.LD. may otherwise agree in writing, ~Yill not be used to promote or 
assist a foreign aid project or activity associated with or financed by 
a country not included in Code 935 of the A.LD. Geographic Code Rook as 
in effect at the ti!\!·~ of such use. . 

SECTION B.I... Tny.Ht :f.0n. 

(a) 
the Pri:.cipal 
imposed under 

-----
This Agrecment and the Assistance will be free from, and 

and interest will be paid free from, any taxation or fees 
laws in effect in the territoLY of the GOES. 

(b) To the extent that (1) Rny contractor, including any 
consulcing fi~M, any personnel of such cont~actor financed under the 
GOES and any Prc.get'ty or transaction relAtin~ to such contracts and (2) 
any commodity ?::ocurenent transaction f::'nan,~c'l under the A/:;sistance are 
not exempt from idC:T1tifiable taxes, tarif f 8, d'J!:ies, or other levies 
imposed unrler laws in effect in the tcrrito17Y of the GOES, the GGE~: 
~1ill, as and to the extent provided in and ?ursuant to Proje~t Lnplementa­
tion Lettero, payor re:i.f111>llrse the S:W'C wit;1 funds other than thorc 
provided under the AGnlut~nce. 

SECTION B.:>. 
~·]il1 : 

(n) furnhh A. 1. D. such information a~J:l r~ports relathg to 
the Project and to this A~reement as A.LD. nay re:lsol;ably request; 

(h) maintain or cause to be maintai'.led, in 8r.cor rlance ~.,ith 
generally accepted accounting principlec Rnd practices consistently 
applied, books and records relating to the Pro.; ec t and to this Ar.reernent, 
adequate to show, without limitation, the receipt and use of ~oods ar..d 
services acquired under the Assistance. Such bookA and records will be 
audited regularly, in accordance·~ith ~enp.rally accepted auditing standards, 
and maintained for three years after the date of last disbursement by 
A.LD.; such books anci records will also be adequate to show the nature 
and extent of solicitations of prospective suppliers of goods and services 
acquired, the basis of award of contracts and orders, and the overall 
progress of the Project toward completion; and 
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(c) afford authorized representatives of a Party the opportunity 
At all reAsonable times to inspect the Project, the utilization of goods 
and services financerl hy such Party, and hooks, records, ann other 
documents relating to the Pro;ect and the Assistance. 

SECTION B.6. Completeness of Information. The C'{)ES confims: 

(a) that the facts and circumstances of which it has informed 
A.I.D., or caused A.I.D. to be informed, in the course of reaching 
~greement with A.LD. on the ;\r,sistance, arA accurate and complete, and 
5.nclude all facts and circllmstances that might materially affect the 
Project and the disch2~ge of responsibilities under this A?,reement, and 

(b) that it \1i11 inform A.LD. in a timely fashion of any 
cubsequent facts and circu~stances that might materially affect, or that 
it is reasonable to believe ~ight so affect, the Project or the discharge 
of responsibilitits under this A~reement. 

SECTION n.7. Other Payments. GOES affirms that no payments have 
heen or will be recdved by any official of the GOES in connection with 
the procurement of goods or services fin~nced under the Assistance 
except fees, tr.;::u:, or similar payments legally established in the 
country of the Gcr::S. 

SECTICN B. B. Inforr:1~ti('ll and t!;l~~!'2.8.' 
publicity to the Assistance and th~ Pr,)ject 
United States has contrihuted, 5.dentit:T the 
financed by A. LD., <13 ckscril.:£:d in Projet:t 

Article C: PrOCllrc!'lc: I:: Pl--:vid.ons. 

SECTIOH C.l. 

The GOES ~-1il1 give appropriate 
[:.r~ n program to ui1ich the 
Project [lite, nnu m&rk goods 
l~p10~Antotion Lettern. 

(a) The source and origin of ocean a~d air Rhipping will be 
deemed til be the ocean ve.ssel's or aircraft's country of registry at the 

. Lime of shipment. 

(h) Premium':! for marine insurance placed in the territory of 
the GOES will be rleeraed an elip,ihle Foreign E};change Cost, if otherwise 
eligible under Spction C.7(a) •. 

(c) Any motor vehicles financed under the Assistance will be 
of United States manufacture, except as A.I.D. may otherwise agree in 
writing. 
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(d) Transportation by air, financed under the Grant, of property 
or persons (and their personal effects) will be on carriers holding 
United States certification, to the extent services by such carriers is 
available. Details on this requirement will be descrihed in a Project 
Implementation Letter. 

SECTION C.2. Eligibility nate. No,goods or services may be financed 
under the Assistatlce which are procured pursuant to orders or contracts 
firmly placed or entered into prior to the date of this Agreement, 
except as the Parties may otherwise agree in ,,,riting. 

SECTION C.3.' PJ.cns~ S?ecificAtions, and Contracts. In order for 
there to be mutual agree:-,1e'at on the follml1ing matters, and except as the 
Parties may otherwise agree in writing: 

(a) The GOES will furnish to A.Ln. upon preparation: 

(1) any plans, specification~, procurement or construction 
schedules, contracts, or other documentation relating to goods or service~ 
to be financed under the assistance, including documentation relating to 
the prequalification and 3election of c0ntcRctcrs ann to the solicitation 
of bids and proposals. :t-taterial modificati~,'-tS in such documentation 
,"ill likewise be furnished A. LD. on preparation; 

(2) Buch documentation will also be furnished to A.I.D., 
upon preparation, relating to any r,()o(~s or services Nhich, thollgh not 
financed under the Assistance nre d~emed by A.I.n. to he of major import­
ance to the Project. ABpecto of the Project involvinr, mattero under 
this subsection (a) (2) will be identified in ProjEct Ilf.;>lementation 
Letters; 

(h) nocuments related to the prequalific:ati.on of contractors, 
and to the solicit~tion of bids or proposals for ~oorls and services 
financed under the Assistan~e will be approven by A.1.D. in writinf,), 
prior to their issuance~ an ~ their teri:Js ~.)"ill include UTlited States 
standards and measurements~ 

(c) Contracts and contractors financed under the Assistance 
for engineering <:I,nd other professional services, for construction services, 
and for such other services, equipment, or materials as may be specified 
in Project Implementation Letters, will be approved by A.I.D. in writing 
prior to execution of the contract. Material modifications in such 
contracts will also be approved in writing by A.I.D. prior to execution; 
and 

(d) Consulting firms used by the GOES for the Project but not 
financed under the Assistance the scope of their services and such of 
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their personnel assigned to the Project as A.I.D. may specify, and 
construction contractorq used by the GOES for the Project but not financed 
under the Assistance shall be acceptable to A.t.D. 

SECTION C.4. Reasonable Price. No more than reasonable prices 
will be "paid for any goods or serv~ces financed, in whole or in part, 
under the Assistance. Such i terns ~"lill be procured on a fair and; to the 
maximum extent practicable, on a competitive basis. 

SECTION C. 5. 2otiLicat~o_n to Potential Suppliers. To permit al~ 
United States firms to have the opportunity to participate in furnish1ng 
goods and services to b~ [inance~ under the Assistance the GOES will 
furnish A.LD. stich i'lf.)'--J"l!:ion with regard thereto, and at such times, 
as A. I.D. may rEquCGi.: in Project IMplementation T"ettcrs. 

SECTION C.6. Shipp:i.'2f. • 

(a) Goods which are to be transported to the territory of the 
GOES may not be financed under the Assistance if transported either: 

(1) on an ocean vessel or aircraft under the flag of a 
country which is not inclurled in A.LD. GeC'[,J.:t:phic Code 935 as in effect 
at the tim~ of shipment; or 

(2) on an ocean vessel whic11 A. IoD., by \vritten notice 
to the GOES, has designated as ineli~ible; or 

(3) t1':l-ier an oce;:;n or air charter which has not received 
prior A.I.D. approval. 

(b) Cants of ocecn or air transportation (uf goods or persons) 
a~d related delivety Re"r.vi, c:s may not be fincnct~d u'-Lder the Assist.:mee, 
if such goods or personG are cnrried: 

(1) nn an ocean vessel under the flag of a country not, 
at the time of shipment, identified undL,r the para~;:aph of the AgreemE"nt 
entitled "Procurement Source: Foreign Exchanp,e r.ostf1," "lithout prior 
uritten A.Ln. apP::oovCll; or 

(2) on an ocean vessel which A.Ln., by \Yritten notice to 
the Cooperating Country, has deRignated as ineligible; or 

(3) under an ocean vessel or air charter which has not 
received prior A.I.D. approval. 

(c) Unless A.I.D. determines that privately owned United 
States-flag commercial ocean vessels are not available at fair and 
reasonable rates for such vessels: 
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(1) at least fifty percent (50%) of the gross tonnage of 
all goods (computed separately for dry hulk carriers, dry cargo liners 
and tankers) financed by A.I.D. which may he transported on ocean vessels 
will be transported ·on privately owned United States-flag commercial 
vessels; and 

(2) at least fifty percent (50%) of the gross freight 
revenue generated by all shipment financed by A.I.D. and transported to 
the territory of the GOES on dry cargo liners shall be paid to or for 
the benefit of privately owned United States-flag commercial vessels. 

Compliance with the requirements of (1) and (2) of this 
subsection must be echieved with respect to both any cargo transported 
from U.S. ports and also uny cargo transported from non-U.S. ports, 
computed separately. 

SECTION C.7. Insurance. 

(a) }~nrine insurance on goods financed by A. LD. which are to 
be transport~d to the territory of the Cooperating Country may be financed 
as·a Foreign Exchange Cost under this Agreement provided: 

(1) such insurance is placc~ nt the lowest available 
competitive rate, and 

(2) clai~s therelm[~pr are payahle in the currency in 
which such goods ,.,ere financed or in any f::."cely cOflvnrtible currency. If 
the GOES hy statute, decree, rt:lc, regulation, or prllctice discriminates 
with renpect to A. I. T).-financ:.::d procurement ap,ci.nst an-,r Tl13rine insurance 
company authorized to do business in any State of tl,,~ United States, 
then all goods ·ship!1cd t'") the territory of the GOES ii'lanced by A. Ln. 
hereunder will be insurad against marine risks nnr1 such insurance will 
he placed in the United States \oTith a company or cOlT.i~anie9 authorized to 
do a marine insurance business in a State of the '~it~d States. 

(ll) Except as A.Ln. may otherwise agree in uriting, the GOES 
Hill insure, or cause to he insured, goods financed under the Assistance 
imported for the Project against risks incident to their transit to the 
point of their use in the Project; such insurance will be issued on 
terms and conditions consistent with sound commercial practice and ,.;rill 
insure the full value of the goods. Any indemnification received by the 
GOES under such insurance will be used to replace or repair any material 
damage or any loss of the Boods insured or \olill be used to reimburse the 
GOES for the replacement or repair of such goods. Any such ~~~lacement 
will be of source and origin ,)f countries listed in A.I.D. Gev~raphic 
Code 935 as in effect at the time of replacement, and, except as the 
Parties may agree in writing, \orill be otherwise subject to the provisions 
of the Agreement. 
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SECTION C.D. U.S. Government-Owned ~xcess Property. The GOES 
agrees that wherever practicable United States Government-owned excess 
personal property, in lieu of new items financed under the Assistance, 
should be utilized. Funds under the Assistance ~~y be used to finance 
the costs of obtaining such property for the Project. 

Article D: Term~~~tion; Rp.medies. 

SECTION D.l. Cancellation by GOES. The r.OES, may, by giving 
A.I.D. 30 days wr.itten notice, cancel any part of the Loan or the Grant 
which has not been disbursed or committed for disbursement to third 
parties. 

SECTION D.2. Ev~nts of Default. Acceler.ation. It will be an 
"Event of Default" -if -t.he- GOES shall have failed: 

(a) to pay when due any interest or inatallment of Principal 
required under this Agreement, or 

(b) to comply with any other provision of this Asreement, or 

(c) to pay t-!hen due any interest or installment of Principal 
or other payment: rcq'iired under any ether It)!m, p,uarc.nty or other agree­
ment bet\-leen the GOES or any of its ap,enc~.e·1 nnd A.LD. or any of its 
t'redecessor agencies. If an Event of Default nhall have occurred, then 
A.I.D. may give the! GOES notice Lilat all 01" any part of the unrepaid 
Principal will be due and payable dxty (00) dR.Ys thereafter, <tr.d, 
unless such Event of n(·faul t is cu:t:"·.:.d wi thi!1 that tin1e: 

(1) such unrepaid Principal and accn,ed interest hereunder 
will be due and payable if,1:11ecliately, and 

(?) tl-.0. ~":Il'ount of any further dinbur8ernent9 marle pursuant 
to the outstanding c~mm1.ti11ents to third parties or otherwise will 
beccme due and payable as soon as made. 

SECTIO~ D.3. Susp~sion. If at any time: 

(a) an Event of Default has occurred; or 

(b) an event occur A that A.I.D. determines to be an extra­
ordinary situation that makes it improbable either that the purpose of 
the Assistarice ,,-,ill be attained or that the GOES will be able to perform 
its obligations under this Agreement; or 
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(c) any disbursement hy A.I.D. '·1Ould be in violation of the 
legislatation governing A.I.D.; or 

(d) the GOES shall have failed to pay when due any interest, 
installment of principal or other payment required under any other loans 
guaranty, or other agreement between the GOES or any of its agencies and 
the r~vernment of the United States or any of its agencies; 

Then A.LD. may: 

(1) suspend or cancel outstanding commitment documents to the 
extent they have not been utilized thro'Jgh irrevocable connnitments to 
third parties or otherwise, giving prompt notice thereof to the GOES; 

(2) decline to issue additional commitment documents or 
to make disbursements other than under existing ones; and 

(3) at A.I.D.'s expense, direct that title to goods 
financed under the Assistance be transferred to A.I.D. if the goods are 
from a source out.!O:ide El Salvador, are in a deliverable state and have 
not been offloaded in ports of entry of El Salve.dor. Any nisbursement 
made under the Loan ~"ith respect to such transferred r.;oods will he 
deducted from Principal. 

SECTION D.lf. Cancellation hy A. 1. D. If, within sixty (60) days 
from the date of any sllspension o~ dishursP-l'1Cnts Ptlrsuan~ to Section 
D.3, the cause or causes thereof have not been corrected, A.LD. may 
cancel any part of the Assistance that is not then disbm'sed or irrevocably 
committed to third parties. 

SECTION D.s. Continued Effectiveness of A!!re('m(~nt. Notwithstanding 
any cancellation, suspeilAion of disbursements, o~ iiccc1eration of repay­
ment, the provisions of this Agreement will continue in effect until the 
payment in full of all Principal and accrued interest hereunder. 

SECTION D.6. Refunds. 

(a) In the case of any disbursement t.;rhich is not supported by 
valid documentation in accordance with this Agreement, or which is not 
made or used in accordance with this Ap,reement, or which was for goods 
or services not used in accordance with this Agreement, A.I.D., notwith­
standing the availability or exercise of any other remedies provided for 
under this Agreement, may require the GOES to refund the amount of such 
disbursement in United States Dollars to A.I.D. within sixty (60) days 
after receipt of a request therefor. 
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(h) If the failure <.. .... ue GOES to comply with any of'its 
obligations under this A~reement has the result that goods or services 
financed under the Assistance are not used effectively itl accordance 
with this Ap,reement, A.I.D. may require the r.OES to refund all or any 
part of the amount of the disbursements under this Agreem€mt for such 
goods or services in u.s. dollars to A.IoD. within sixty days after 
receipt of a request therefor. 

(c) The right under subsection (a) or (b) to require such a 
refund of a disbursement will continue, notwithstanding any other provi­
sion of this Agreement, for three years from the date of the last oisburae 
ment under this Agreeyr,en t. 

(r1) 

(1) Any refund under the preceding subsection, or 

(2) any refund under Subsection (a) or (h) or (3) ~ny 
refund to A.I.D. from a contractor, supplier, hank, or other third party 
l-lith respect to g',nos or services financed under the Assistance which 
refnnd relates to an um:eason,'lble price for or erroneous invoicing of 
goods or service3~ or to ~oods that did not conform to specifications, 
or to services tnat were inarlequate, will: 

A. be mane availahle first for the cost of goods 
and services required for the Project, to the extent justified, and 

R. the rcmaivj/..!r, if any, 0) if dp.rived from Loan 
funds, will be applir::d ~·,O the i;1::.;tQll111~nts of Ptir.cip21 in the inverse 
order of their maturity ,1!ld the amount of th::! Loan l,C'tluccd by the amount 
of such remainder, and (ii) if dcrivf:d from r.rant f· Il,(ho;, will be applied 
to reduce the amount of the Grant. 

C. Any interest or other earnin;~s on rrant funds 
disbursed by A. 1. D. to the GOES under this Agreement prior to the author­
ized use of such funds for the Project will be returneu to A.I.D. in 
u.s. Dollars by the GOES. 

SECTION D. 7. NCl1."Yaiver of Remedies. ~Jo delay in exercising any 
right or remedy accruirr, to a Party in connection Hith its financing 
under this Agreement \\'ill be construed as a waiver of suc.h right or 
remedy. 

SECTION D.8. Assignment. TIle GOES agrees, upon request, to execute 
an assignment to A.I.D. of any cause of action which may accrue to the 
GOES in connection with or arising out of the contractural performance 
or breach of performance by a party to a direct U.S. Dollar contract, 
with A.LD. 'financed in whole or in part out of funds granted by A.LD. 
under this Agreement. 




