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UNITED STATES INTERNATIONAL DEVELOPMENT COOPERATION AGENCY,

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON D C 20523

THE ADMINISTRATOR

PROJECT AUTHORIZATION

Name of Country: El Salvador
Name of Project: Public Sector Employment
Number of Project: 519-N95A
L Pursuant to Sections 103 and 106 of the Foreign Assistance Act of 196], as

amended, I hereby authorize the Public Sector Employvment Project for El Salvador
(the "Cooperating Countrv") 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.LLD. 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 unemploved and underemploved laborers by financing a variety of
labor-intensive subproijects 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 may be negotiated and executed by the officer
to whom such authority is delegated in accordance with A.LD. rezulations and Deleza-
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..D. may deem
appropriate:

a. Interest Rate and Terms of Repavment

The Cooperating Country shall repay the Loan to A.LD. in U.S. Dollars within
twenty-five (25) years from the date of first disbursement of the Loan, inelucing
a grace period of not to exceed ten (10) years. The Cooperating Country shall
pay to A.LD. in U.S. Dollars interest from the date of first disbursement of
the Loan at the rate of (i) two percent (29) 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. Source and Orizin of Goods and Services (Loan)

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

c. Source and Origin and Services (Grant)

Goods and services, except for ocean shipping, financed by A.L.D. under the
Grant shall have their source and orizin in the United States except as A.LD.
may otherwise agree in writing. Ocean shipping financed by A.L.D. under the
Grant shall, except as A.L.LD. 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.L.LD. may disburse
Loan or Grant funds as reimbursement for elizitle costs incurred on or after
February 15, 1380, proviced that evidence of such costs is furnished to A.LD. in
form and substance satisfactory to A.LD.

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.LD.:

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

(2) Evidence that the Emercency Emplovment Fund has peen established
within the Central Reserve Bank of El Salvacdor and that a system exists
to disburse funds from the Central Reserve Bank to the individual imple-
menting agencies.

f. " Condition Precedent to First Disbursement (Loan)

Prior to any disbursement, or the issuance oIl any commitment documents under
the Project Agreement, the Cooperating Country shall furnish in form and
substance satisfretory to A.LD., a list of subprojects selected for implementation
during the first three morths 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 nr execution time, and procecures
for and frequency of expected field supervision and inspections.
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g. Condition Precedent to Dishursement 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 end substance
satisfactory to A.I.D. detailed implementation plans for such subprojects which
shall include an analysis of the instituticnal support, materials, equipment and
recurring cost requirements.

h. Condition Precedent to Subsequent Disbursement (Loan)

Prior to any disbursement of Loan funds in excess of $10 mill‘'on equivalent, the
Cooperating Country shall furnish in form and substance satisfactorv to ALD..
8 detailed list of subprojects which meet the Subproject Selection Criteria agreed
to between the Cooperating Country and A.L.D. and which are proposed fo:
funding under Phase I of the Project. The list shall include a statement of
the estimated cost of labor, materials and eguipment, location of the subprojects,
mplementing agencies, and estimated construction or execution time.

Covenants

4] 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.L.D. funds, is to
be constructed, is owned by the Cooperating Country and that all
Projeat activities financed with A.L.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.LD. the findings with
regard to such effects and ohtain A.L.D. approval prior to the financing
of any such subproject. .- |

. S—
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I. SUMMARY AND RECOMMENDATIONS

A, Face Sheet

B. Recommendations

1. USAID/E1 Salvador recommends approval and authorization
of a $15 million Loan and $125,000 Grant for a Putlic Sectar Employment
Program. At least $10 million of the Loan should be allotted at the
time of Project Approval; the remaining $5 million can be allotted later
in FY 1980 or early FY 1981. The entire $125,000 of grant funds should
be allottedat the time of Project approval.

2. In order to proceed quickly with authorization of this Pro-
ject, USAID/E1 Salvador is recommending use of standard loan terms for which
E1 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 interest 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 E1 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/E1 Salvador
recommends that it be authorized to reimburse the GOES for eligible sub-
project expenditures from the date the Special Resources 0ffice is created
rather than from the date of the Project Authorization.

C. Borrower/Grantee

The Ministry of Public Works (MPW) of E1 Salvador will be the
Borrower/Grantee. The MPW will disburse funds directly to the major
implementing agencies within the MPW and the Ministry of Agriculture (MAG).

D. Project Summary

The project is designed to respond to an immediate need 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 E1 Salvador.
Its secondary, although longer-term, purpose is to institutionalize a
system through which the Government of E1 Salvador (GOES) can make optimal
use of Tabor-intensive public works projects to absorb surplus labor
and increase incomes of the poor. In order to achieve these purposes,
the Project will provide funds to establish an Emergency Employment Fund



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 fcr implementation. Other criteria include
development priority, non-duplication of other donor or AID programs,
socio-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 resyore to operation a number of Ministry of Public Works and Ministry
of Agr1cu1ture vehicles; and (3) special consultants and training to help
the GOES c¢«finz the role of an expanded pubTic 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
($000s)
A.1.D. TOTAL
Loan Grant GOES
1. Emergency Employment 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, Management & 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



A.I.D. TOTAL
Loan Grant GOES

3. Strengthening Public Works Sector

Evaluation - 25 - 25
Technical Assistance & Training - 100 - 100
Sub-Total - 125 - 125
TOTAL 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 E1 Salvador, the
Project is consistent with an overall USAID strategy to increase employment
and income opportunities for the country's poor majority. A1l 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. A1l 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 possiblzs 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 Ministry 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 E1 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
seiected 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
Emernancy 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 new 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



consultants or the SRO indicate that there may be potentially significant
adverse envirommental 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

Project Committee

Jess Snyder, General Development Officer, USAID/E1 Salvador
Roberto Gavidia, Engineer, USAID/E1 Salvador

Wayne Nilsestuen, Rural Development Officer, USAID/E1 Salvador
Charles Brooks, Controller, USAID/E1 Salvador

Marvin Schwartz, Program Economist, USAID/E1 Salvador

Charles Stevens, U.S. Consulting Engineer

Ramiro Eduardo, ROCAP Financial Analyst

Carol Peasley, LAC/DR TDY Finance Officer



I1. 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-
bermilitary anhd civilianm vepresentation. Its basic thrust is pro-
gressive, and it is planning significant political and eccnomic
reforms. The Junta's major long-term aims are to increase national
production, employment, and income; provide basic goods and service:s
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 empioyment stimulated, the basic food and hew.. « needs of the
poor can be met, and basic reforms can be initiated. 1/

B. Problems to be Addressed

1. Deteriorating Macroeconomic Situation

Because of mounting political pressure from both the
left and the right and 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 to grips with growing foreign and domestic resource constraints.

a. Declining Economic Activity. Even during the early
1970's, E1 Salvador's economy had one of the poorest performance
records in Central America, for exampie, during the period 1971-74,
its average rate of real GDP growth of 5.4% was substantially less than
in Guatemala, Niceragua, and Costa Rica. During 1976 and 1977, its
real GDP 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 GDP in 1979
declined by 4 to 6%. This was primarily due to political uncertainty

1/ See the Mission's FY 1980 Accelerated Impact Program Strategy
Paper for more details on the status of expected reform measures.



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. E1 Salvador has traditionally
had balarce 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 slichtly 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 and a significantly
reduced current account deficit. However, even though the current
account deficit was relatively small, capital mcved away from,rather
than into,the country during 1979 as external Toans were repaid and new
lending declined. This resulted in the substantial reduction in net resource

Reduced economic activity in 1979 and continuing
political pressires will undoubtedly cause the country's foreign
exchange position to deteriorate further during 1980. Even assuming
no rcal increase 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 Tosses on the
capital account -- primarily because (a) direct foreign investment
is Tikely 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 which can be taken out
of the country on personal trips -- at least some private Salvadoran capital

will

2/ The record coffee expor™ earnings are assumed because some of the
1978-79 crop is stil] 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 the world price. Any amount below $670 million will

mean an even larger current account deficit and reduction
in net reserves.



continue to leave the country. As a result of these factors, we

expect foreign exchange reserves to drop further during 1980. Some form
of "emergency" financing and possibly sales of reserve gold will be
necessary. (See Table I.)

TABLE I

BALANCE OF PAYMENTS
(Millions of Current Dollars)

1977 1978 1979 1980 1/

Export (FOB) 972.0 846.0 1069.2 1072.0

Coffee (596.2) (440.4) (640.4) {€70.0)
Imports (CIF) 930.0 1031.0 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

Capital 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 Planificacidn.

1/ Preliminary GOES Projection



c. Declining Domestic Financial Resources. During
the early 1970's, the Government of E1 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 GDP 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 Cuscatldn Airport and highway to
San Salvador. As a result, the 1977 surplus of overall Central
Government operations which equalled 2.5% of GDP turned to a deficit
in 1978, equivalent to 1.9% of GDP.

The domestic resource situation will worsen
during 1980. Current account savings will decline, i.e., they were
only %146 million in 1979 and were able to finance some 91% of the
central 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 externai capital 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

E1 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-
proximately 560,000 workers were either un- or underemployed in
1978. The employment situacion 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 Tow productivity.

These factors illustrate 2 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
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TABLE II
of Employment, 1978

Econ. Employed Rate of Rate of

Active in Under- Under- Unemploy-

Populat. 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
COMMERCE 219,193 15.9 82,659 37.7

488,300 3.9

SERVICES 249,830 18.1 76,729 30.7
OTHER 74,700 72,926 5.3 4,040 _ 5.5 2.4
TOTAL 1,430,400 1,376,493 100.0 509,592 37.0 3.8

-0'[..
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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-zulture sector has probably
declined by at Teast 70,000 with heaviect losses in the relatively
high paying construction sector. Adding to this the 20,000 new
entrants into the non-agrici.ltural job market, 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
analysis shows the following:

1. Open Unemployment Rates

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

11.  Unemployment 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 EIl
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
have no drainage structures and are being rapidly
eroded away; and

- sewerage systems are ncn-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
sericus nroblems 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 partially 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 eactivate the
economy through the generation of new employment opportunities. The
50% of the Salvadoran labor force which is un- or underemploywd
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 pressing
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 E]1 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 commerce; (b) extensions
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 with 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 Tonger-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
IIT 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 IDB loan will proyide approximately $3.4 million for various
kinds of small-scale infrastructure projects, including rural roads,
schools, markets, water supply, and public baths, A1l will be coor-
dinated through the National Community Development Directorate
(DIDEDO), 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 Ministry of Public Works has
taken into account the planned IDB activities. In no cases will the
MPY propose projects which have been identified by DIDECO and the
individual communities for funding under the IDB 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 IBPD 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 Tloan fall within the expanded 1ist 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 of 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 (MCI) 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
MCI Project will be coordinated by DIDECO, and managed through a dif-
ferent mechanism than the Public Sector Emploment 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 AID programs.
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ITI. 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 E1 Salvador's growing economic problems -- particularly financial
resource constraints and rising un-and underemoloyment -- it is
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 E1 Salvador. It will do this through an expanded and
accelerated rural and urban public works program. As a direct result
of the infrastructure and public works financed, at least 80,000 person months
of new employment will have been generated and at ieast $10,000,000 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 Tabor-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 be 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 1ist of
potential sub-projects currently totals approximately $17.7 million
-- $8.5 million which are ready for immediate 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
IT.A. which is a detailed list of Potential Sub-Projects.

SUMMARY OF POTENTIAL SUB-PROJECTS

(A) Ready for Implementation within 30 Days

1. Urban Sub-Projects Number Estimated Cost
Drainage 18 $ 489,500
Streets 53 2,336,000
Water 122 1,216,000
Sewer 56 765,600
Food Storage 40 120,000
Sub-Total 209 $ 4,927,100

2. Rural Sub-Projects

Drainage 53 $ 1,451,800
Roads 177 1,590,600
Bridges 1 192,300
Food Storage 138 414,000
Sub-Total 369 $ 3,648,700
TOTAL (1) and (2) 578 $ 8,575,800

(B) Ready for Implementation within Six Months

1. Urban Sub-Projects

Drainage 9 284,800
Streets 35 1,314,600
Bridges 4 113,600
Water 15 394,500
Sewer 15 278,900

Sub-Total 78 $2,386,400
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2. Rural 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 1ist 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.

A1l the potential sub-projects involve high priority activities
for which there is an expressed demand. In the case of San Salvador, most
sub-projects result from lengthy community need studies, which included Tocal
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 potential sub-projects 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 Tabor 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, water supply and sewerage,
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access roads, minor hridges, and food storage facilities. This $12
million will be biased slightly toward urban areas, with approximately
$7.0 mi1lion 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. A1l 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.
A1l will be constructed by the MPW's Directorate of Urbanization and

Architecture.

(i1) 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 sewerage 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 conrections to permit immediate access to public
utility extensions. All of the 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
E1 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 projects
will average $9,R00 and drainage culvert projects will average $33,000.
The proposed sub-projects for one department, La Paz, provide an
illustration of the magnitude and types of activities anticipated:
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RURAL ACCESS ROAD $UB-PROJECTS -- LA PAZ

LENGTH
TYPE/LOCATION MUNICIPALITY (KMS.)
a) Road Improvements
Santiago Nonualco - Cantdn "Animas" Santiago Nonualco 12
Santiago Nonualco - Santa Cruz Loma " " 10
San José La Paz - San José Loma " " 8
Litoral - Cantdn Chancuyo San Pedro Nonualco 3
San Pedro Nonualco- Ujuchtal " " " 4
San Pedro Nonualco- La Comunidad " " " 4
San Juan Nonualco - La Veranera San Juan Nonualco 10
Canton Buena Vista- San Pedro Masahuat San Pedro Nonualco 3
San Salvador-Coma-
Tapa (Km. 17) - La Cuchilla Olocuilta 3
CA-2 (San José de
la Montafa) - Despoblado Zacateccluca 4
Cantdn Liévano - E1 Zapote " 7
Zacatecoluca - Piedra Grande " 4
Zacatecoluca - La Arrinconada " 4
San Vicente - E1 Perical " 1
83 Kms.

b) Drainage Structures

15' Culvert CA-2 - San Pedro Nonualco San Padro Nonualco
15" Culvert San
Pedro Masahuat - Buena Vista San Pedro Nonualco

The total estimated cost of these 16 sub-projects is $239,600, of
which $134,400 or 56% is for labor costs. A1l of the propose. access
roads, structures, and bridges will be constructed by the Directorate
of Rural Roads.

(iv) Food Storage Facilities. The Ministry 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's 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 axpansions 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 DUA, as agreed
upon with the Ministry 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 seedlings. The work on each of the
sites will involve four types of activities: the collection and
treatment of seed, the production of seedlings 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
season 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 for approval. Preliminary
site s }ection suggests that most of the work will be done on ISTA's
lands Y/as shown in the table below:

1/ ISTA is the Spanish Acronym for the Salvadoran
Institute of Agrarian Transformation
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TABLE 111

Location, Institutional Owner, and Area
of Selected Reforestation Sites

Location Institutional Area
(Department) Owner (Ha.)
San Miguel I.S.T.A. 2,400
La Unién I.S.T.A. 200
La Libertad I.S.T.A. 600
Chalatenango I.S.T.A. 400

I.S.T.A. Sub-Total 3,600

2/
Chalatenango C.E.L.~ 300
Santa Ana & Chalatenango DGRNR 100
Other public lands Sub-Total 400
TOTAL 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 Chalate-
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 crsts 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 beycnd

2/ CEL 1s 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.

(i1) 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 drawing 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
drainage 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 "May - October rainy season.

TABLE IV

Estimated Work Days per Hectare

Conservation Techniques Person Work Days
Bench Terraces 730
Hillside Brick Drain 470
Stone Retaining Walls 370
Live Barriers 200
Other Works 230

(i11) Water Reservoirs

The Livestock Directorate (UGG) of the Ministry
of Agriculture is planning to undertake the construction of small water
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reservoirs or tanks designed to capture and store sufficient water
during the rainy season to last throughout the six-month dry season,
November-April. The primarv purpose of these structures will 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. A1l 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 structures. in the northern zone of
the country where water constraints are most severe. A1l 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-projects are being proposed throughout the country,
Using the potential 1ist of sub-projects, the probable geographic
distribution will be as follows: ‘

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

($000s )
Estimated Sub-Project Costs

Urban Streets & Drainage $ 967.6
Urban later 162.7
Urban Sewerage 119.4
Rural Drainage Structures 299.0
Rural Roads 628.1
Food Storage 99.0
Land Improvement/Water Storage 804.0

Sub-Total $ 3,079.8

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

Urban Streets & Drainage 730.5
Urban Water 293.0
Urban Sewerage 127.1

Rural Drainage Structures 411.7
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Rural Roads $ 1,003.9
Food Storage 185.0
1,836.0

Land Improvement/Water Storage
Sub-Total § 4,587.2

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

Urban Street & Drainage $ 2,083.2
Urban lWater 1,105.1
Urban Sewerage 755.5
Bridge 69.0
Food Storage 120.0

$ 4,132.8

4. Eastern Region (La Unidn, Morazdn, San Miguel,
and Usulutan 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 Tow of $4.09 per
capita in the Western Region to a high of $5.63 in the San Salvador
Metropolitan 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, Management, 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.0.P. 1In order to ensure
timely project implementation and disbursement, there will be a need
to supplement this staff with additional professional talent. The



=25~

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 cost estimates, all constiruction work,
and all payment vouchers. The estimated 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 nominal
contingency allowance.

Also, in order to avoid implementation delays caused by
downed eaipment, the project includes $200,000 of loan financing for the
procurement of essential equipment and vehicle spare parts and hand
tools. These spare parts will allow the Ministry of Public Work-s
(MPW) 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 1list will
be amplified as needed. In doing so, the USAID Project Manager will
work closely with the MPW in identifving urgentrequirements and in
nlanning ways in which vehicles can be put back into operation as
quickly as possible. Some additional requirements for parts support has
also been identified 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 from local distributors will be authorized for all
spare parts.

3. Assistance in Strengthening Labor-Intensive Public
Works 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 GDP growth
increased by 77%, while employment in the sector increased by only
58%. This trend appears to have been reversed, e.g., between 1975-1975
real construction sector GDP 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 explicit part of its long-term employment strateqy.
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 1ife of various kinds of public works sub-projects,
particularly rural roads. Some of these limitations will be dealt with
by financing engineering consultants tce the Special Resources Office
within the MPW. Beyond this, the proposed project will grant finance
$125,000 of technical assistance and training related to (a) the long-
run role of labor-intensive public works programs in the country'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 TA/training 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 engineerinyg 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 Tine. Preli-
minary plans exist for the remaining $9 million 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 surfacing,drainage/cuivert 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 Tabor.
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2. Construction Procedures

A1l 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 delireat-
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 scheduie 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. AT1 the MPW divisions have three construction
offices, one Tocated 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, cased on approved vouchers and work certified by the
personal services consultants to be retained by the SRQO for reviewing
and inspecting the work.

3. Construction Equipment

No construction equipment is proposed for procurement
under this Project. A1l 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.
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4, Availability of Construction Materials

Because of the recent slowdown in private construction
sector activities, there is a ready supply of all materials ..1 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
Pgb]ic 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 units will be established to augment present
limited staff capacity during the 1ife of the project.

1. Ministry of Public Works: The Ministry of Public Works
(MPW) is the national institution with major responsibility for the
planning and construction of basic infrastructure projects essential
to E1 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 supervision

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 affecting

current spare parts inventories, rather than the Tack 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 Tight 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. OUA has the same
experience as Caminos in design and construction of the kind of sub-
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projects contemplated under this praject, DUA's budget Tast year
was for a total of $32,000,000, Approximately $23,000,000 were
spent to finance construction projects, $5,000,000 were spent far
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 E1 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 Toans. 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 Toan with IDB.

2. Ministry of Agriculture and Livestock (MAG)

a. Directorate of Renewable Natural Resources (DGRNR),
The DGRNR is one of four operational directorates within MAG. 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 transpart
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.



-32-

In the course 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 AIN and other donors in the areas of soil
conservation and reforestatcion. 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 activyities.

b. Livestock Directorate (DGG). This directorate
will also establish a special office to execute its greatly erpanded
responsibilities in the construction of water reservoirs. A staff
of 7 professionals and 4 auxiliaries will be 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 budget of $6.7 million for FY 80 and
800 empioyees on its payroll,

3. Project 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 responsibility for the execution of
physical construction 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 the direction of the Minister of Public Works through
the mechanism of a Special Resources Qffice (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
Tiaison representatives from the Ministries of Planning, Public

Health and Agriculture will be secunded to the unit as required,
Additionally, a liason representative from DIDECO, Ministry of the

Interior, will be assigned to the 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



-33-

requirements, including contingent needs for sub~projects being
executed by elements of qther Ministries (i.e,, Natural Resources
and Livestock Divisions of t'- Ministry of Agriculture); assistance
in the development of comple..d 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 priar
to execution.

1

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

Assess and certify completed sub-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 efforts in this capacity
are recognized and accepted by other Miaistries. The Ministry of
Public Works has the necessary derth and 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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AID funds will be authorized for dishursement in two
separate phases, Ten million 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-
dttional $5.0 mi1Tion of loan funds, For funding source detail see
Exhibit II, Cost Estimate and Financial 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 haye 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

Tn US 5000
Use of Funds 1980 1981 1982
Emergency Employment Funds 8,000 7,000 2,100
Design 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 utilized in the emergency Employment Fund; however,
if the component for the Design and Management Improvement appears
to be underestim: ted 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 projec structure lends itself to the use of
fixed amount reimbursement meihod (FAR) of financing, it has been
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decided 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 lengthy.

2. Counterpart Contributions

_ 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 infractructure management supervisory
activities, which are estimated at 15% of project costs. This is a very
conservative estimate since the overall Ministry of Public Works 1980
budget 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 expected to be as follows:

Special Resources Office - (2 yr. costs)

Personnel
1 Engineer/Manager - 30 mos. at 1,200/mo. $ 36,000
2 Ass't. Engineers - 1 at 30 mos. at 800/mo. 24,000
1 at 24 mos. at 800/mo. 19,200
5 Construction Inspectors - 2 at 30 mos. at 720/mo. 43 200
3 at 24 mos. at 720/mo. 51,840
2 Accountants - 30 mos. at 750/mo. 45,000
3 Secretaries - 1 at 30 mos. at 400/mo. 12,000
. 2 at 24 mos. at 300/mo. 14,400
13 Drivers - 24 mos. at 200/mo. 64,400
1 Messenger - 24 mos. at 160/mo. 3,840
Social Benefits - 30% of Salaries 94,164
$408,043
Other Operating Costs

8 vehicles for staff - 24 mos. at 300/mo. $ 57,600
5 vehicles for consultants - 24 mos. at 300/mo. 36,000
O0ffice - 30 mos. at 1,500/mo. 45,000
Equipment 10,000
Travel - Staff (50% of time) 50,400

2,520 days at $10 x 2 yrs.
Misc. Expenses for Office 40,000

$239,000

Total Office Operating Cost $647,044
Contingency 2,956
TOTAL $650,000



PUBLIC SECTOR EMPLOYMENT PROGRAM

SUMMARY COST ESTIMATE AND FINANCIAL PLAN

EXHIBIT |

In US $000
AiD GOES
Loan Grant Total Counterpart TOTAL
Emergency Employment Fund
Urban Infrastructure Subprojects 7,800 - 7,890 1,027 8,827
Rural Infrastructure Subproject 3,700 - 3,200 941 4,641
Land and Conservation Subprojects 3,100 - 3,100 532 3,632
SUB TOTAL 14,600 - 14,600 2,500 17,100
Design and Mgmt. Improvement
Min. of P.W. Special Resources
Office 200 - 200 650 850
Spare Parts 200 - 200 - 200
implementing Agency Management - - - 2,000 2,000
SuB TOTAL 400 - 400 2,650 3,050
Strengthening of Public Works
Sector
Project Evaluation - 25 25 - 25
Tech. Assistance and Training - 100 100 - 100
SUB TOTAL - 125 125 - 125
GRAND TOTAL 15,000 125 15,125 5,150 20,275

_gg-



EXHIBJT {1

PUBLIC SECTOR EMPLOYMENT PROGRAM
Cost Estimate and Financial Plan AID Funds

by FUNDING SOURCE (In U.S. $000)
PHASE | PHASE 2 TOTALS
Loars Grant Total Loan Loan Total Totas
FeN SDA SDA AlD FeN sSbA FEN SDA Loan Grant
Emergency Employment Fund
Urban Infrastructure Subproject : - 5,800 - 5,800 - 2,000 - 7,800 7,800
Rural Infrastructure Subprojects 2,800 - 2,800 900 - 3,700 3,700
Land Conservation Subprojects 1,000 - - 1,000 2,100 - 3,100 - 3,100
SUB TOTAL 3,800 5,800 - 9,600 3,000 2,000 6,800 7,800 14,600 -
Design and Management Improvement &
Min. of P.W. Special PResources Office 200 - - 200 - - 200 - 200 D
Spare Parts 200 - 200 - - - 200 200
Implementing Agency Management - - - - - - - - -
SUB TOTAL 200 200 - Loo - - 200 200 400 -
Strengthening of Public Works Sector
Project Evaluation - - 2% 25 - - - - - 25
Technical Assistance and Training - - 100 100 - - - - - 100
SUB TOTAL - - 125 125 - - - - - 125

GRAND TOTAL 4,000 6,000 125 10,125 - 3,000 2,000 7,000 8,000 15,000 125




EMERGENCY EMPLOYMENT FUND

Design and Management Improvement

Page 1

Min. of P.W. Special Resources
Office

Spare Parts
Implementing Agency Management
SUB TOTAL

Strengthening of Public Works
Sector

Project Evaluation
Technical Assistance and Training
SUB TOTAL

GRAND TOTAL

EXHIBIT (i1
PUBLIC SECTOR EMPLOYMENT PROGRAM
PROJECTION OF EXPENDITURES BY FISCAL YEAR
In US $000
1980 1981

Loan Grant Total AID GOES Loan Grant Total AID GOES
6,800 - 6,800 1,200 6,000 - 6,000 1,000

50 - 50 160 100 - 100 280

60 - 60 - 110 - 110 -

= - - 960 - - - 640

110 - 110 1,120 210 - 210 920

- 10 1C - - - - -

- 32 32 - - 48 48 -

- 42 L2 - - 48 48 -
6,910 42 6,952 2,320 6,210 48 6,258 1,920

-88-
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EXHIBIT (0i
PUBLIC SECTOR EMPLOYMENT PROGRAM
PROJECTION OF EXPENDITURES BY FISCAL YEAR
In US $000
1982 TOTAL GRAND
Loan Grant Total AID GOES Loan Grant GOES TOTAL

EMERGENCY EMPLOYMENT FUND 1,800 - 1,800 300 14,600 - 2,500 17,100
Design and Management Improvement
Min. of P.W. Special Resources

Office 50 - 50 210 200 - 650 850
Spare Parts 30 - 30 - 200 - - 200 .
Implementing Agency Management - - - Loo - - 2,000 2,000 ?

SuB TOTAL 80 - 80 610 hoo - 2,650 3,050

Strengthening of Public Works
Sector
Project Evaluation - 15 15 - - 25 - 25
Technical Assistance and Training - 20 20 ~ - 100 - 100

SUB TOTAL - 35 35 - - 125 - 125

GRAND TOTAL 1,880 35 1,915 910 15,000 125 5,150 20,275
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D, Sqcial Analysis

1,  Project Beneficiaries and Spread Effects

The primary target group for the Project is the large
number of un- and underemployed laborers in E1 Salvador., Present
estimates indicate that both have increased significantly during the
past year -- to the point that some 50% of the Tabor 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 212 per day ($4.80),
approximately 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 created by the Emergency
Program will also 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 E1 Salvador, such rural/urban
transfers are all too feasible during periodsof 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 burden, 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
opposing 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 aione, it is estimated that
some 60,000 people 1iving in tugurios and illegal settlements will
directly benefit from the new infrastructure and services provided
under this Project.

2. Feasibility

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, 1ifting, 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 manufacturing
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 aiso 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
1ikely 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. Economic Analysis

The macro-economic justification for the Puyblic Sector Employ-
ment Program is provided in the Background and Problem section of



42—

this Praject Paper, Giyen the emplayment generating grientation

of the Project, cast-benefit ratios were nat 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 rura: areas occupied by
predominately lower-income groups, Additional projects totalling
$9.2 million can be ready for implementation within six months,
A1l 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
bi11 was then divided by the weekly wage of £84,00 colones ($36,60
groposed for the project to obtain person weeks of labor created.

ince 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 jobs 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 underemployed. Direct employment
beneficiaries, including extended family members, should total ap-
proximately 200,000,

3, Secondary Effects:

A reliable model for E1 Salvador with which to predict



TABLE V

ESTIMATED EMPLOYMENT CREATION

Estimated Estimated Person-Weeks # Jobs
Estimated Percent Wage Labor Created
Cost (%) 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 é
]

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
Water Reservoirs 500,000 68 340,000 10,100 1,200
Sub-Total 10,379,600 64 6,600,000 196,500 23,100
TOTALS 17,693,100 61 10,837,000 322,500 37,900




-

additional employment and income generating effects dges not exist,
although it is ]ike1¥ that the purchase of lqcally manufactured
construction materials 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 Tower 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 Tikely to be the only source of
cash with which to purchase needed seed and fertilizer 1npu¥s for
small farm plots during the period of the public sector employment plan.
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V.  PROJECT IMPLEMENTATION

A. Summarz

In order to achieve 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 quickiy. 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 EIl
Salvador and (2) establish and staff the Special Resources O0ffice (SRO)
within the Ministry of Public Works. As stated in the Institutional
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 Teast 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, Mational Water and Sewer Administration, or Ministry of
Agriculture. A1l work will be 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 with 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 Tater than the first two months of FY 1981, the Mission
expects to obligate the remaining $5 million for the Public Sector Employment
Program.
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B. Disbursement Procedures

1, Local Currency

a. EmpYoyment Fund Account

Taking into consideration the emergency nature of
this Project and the relative cash position of the GOES at this time,
A.I1.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 paymants 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 advance 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, thus minimizing any improper use of loan funds.

The proposed account will also simplify transfers of
funds and or payments 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 approved 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 MPW works. The s.ipulated documentation will include certifications
by a designated construction supervisor, by the Special Resources Office,
and by the 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 Exchange

Since the primary objective of the program is to create
employment, all of the anticipated sub-projects will be relatively small
and Tabor-intensive and will have been designed tn 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 reeded 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 fredit would 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
all construction will be done on a force account basis, there will be no
construction contracts. The only expected procurement will be for (1)
$200,000 of loan funded, equipment spare paris, (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 II.B will be procured
using $200,000 of Loar. Funds. Because of the minor nature of the sum
and the need to procure the items 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. MNo contract is expected to exceed $50,000. A1l
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 Sperial Resources Office, These will include current
information on distursements 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

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

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

-- the Tlocations and status of sub-projects already completed.

In more general terms, this first evaluation will Took 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, as well ac identify
the particular beneficiuries 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
progrims 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 Project.

F. Environmental Considerations

The attached Initjal Environmental Examination (IEE) recognizes
that most of the potential sub-projects proposed will have no, or very
little, environmental impact. This is rarticularly true of all those
projects which merely add to, extens, orrepair 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, especially to avoiding projects which
might have adverse envirommental effects. When the sub-projocts are
reviewed, the SRO will determine those for which there may be potentially
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.



ANNEX I.A

MINISTERIO DE PLANIFICACION
JOORDINACION DEL DESARROLLC San Salvadon

ECONOMICO Y SOCIAL

No.

8§ de Febreno de 198
08

~ DECS

Sefion Charles J. Stockman
Dinecton
USAID/EL Satlvador

PRESENTE,

Estimado sefion Stockman:

Me es grato diniginme a usted a §in de comunicarle que dentro de
Los Lineamientos de La Proclama de La Fuerza Anmada, se encuentra como
wwo de sus grandes objetivos el mejoramiento de Las condiciones de vida
de Los estratos pobLacionafes de mhs bajos ingresos. Y que bajo este
contexto ef presente gobierno esid haciendo un esfuerze de alta prioni-
dad pcra La generacibn inmediata ded nivel de empleo mds alto a través
de una rdpida implementacibn de thabajos urgentes de infraestructura £
sica tanto en el drnea wibana como muval de  nuesiro pals.

EL p/wg/mm en mencibn generard aproximadamente 45.000 meses-hom
bre de empleo en 1980, mediante ef desarrollo de subproyectos de Ssenvi-

" ¢Los plblicos que se necesitan para iniciar o mejoran sistemas de drena

je de aguas regras o nesiduales; accesos rwwles, pavimentacibn o mejo
hamiento de calles, .incremento y mejoramiento de sistemas de agua pota=
ble y trhabajos nunales necua}uozs que {ncluye agua y conservacibn de --
suelos.

-Hemos considenade que para realiZan nuesino objetive necesitamos
una inversdibn de cincuenta millones de colones (£50.000.900), y para --
inicianlo, deseamos solicitan fonmabmente de su gobierno y de acuerndo a
pldticas pnw_mwwzu Lla consdideracibn de un préstamo concesional de --
£37.500.000 (Treinta y siete millones quinientos mil colones), Los que
sendn complementados con una aportacién Local del Goblerno de EL Salva-
don pana Llevar a feliz ténrmino esta ardua Ztarea.

Agradeciendo su atenci6n a Lo anteriomumente expuéAto aphovecho
La oportunidad para nenovarle Las muestras de mi alta consideracibn y -

estima, Z
Hécton Dada Hirezl
Encargado del Despacho
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5C(1) - COUNTRY CHECKLIST

Listed below are, first, statutory criterfa applicable generally to FAA funds, and then criteria

applicable to 1nd1v1dua1 fund sources:

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 Cepartment of
State determined that this government has
engaged in a consistent pattern of gross
violations of 1nternationa11y recognized

human r1ghts?

2. FAA Sec. 481, Has 1t 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 govermment, has the Secretary of State

- determined that it ic not controlled by the

jnternational Communist movement?

4, FAMA Sec. 620(c). If assistance is to
government, 1s the government liable as
debtor or unconditional guarantor on any

debt to a U.S. citizen for ?oods or services

furnished or ordered where (a) such citizen
has exhausted available legal remedies and
(b} debt is not denied or contested by such
government?

5. FAA Sec. 620(e!§12. If assistance is to
a govenment, has i1t (including government
agencies or subdivisions) taken any action
which has the effect of nationalizing,
expropriating, or otherwise sefzing 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?

Development Asistance and Economic Support Fund

Project will benefit the country's

needy poor.

E1 Salvador takes adequate: steps
to prevent narcotic traffic..

Yes.

No, as far as is known.

No.



6. FAA Sec. 620(a), 620(f); FY 79 App. Act,
Sec. 108, 114 and 606. Is recipient country
a Communist country? Will assistance be pro-
vided to the Socialist Republic of Vietnam,
Cambodia, Laos, Cuba, Uganda, Mozambique, or
Angola?-

7. FAA Sec. 620§1g. Is recipient country

in any way Involved ia (a) subversion of, or
military aggression against, the United States
or any country recefving U.S. assistance, or

{b) the planning of such subversion or
aggression?

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

8, FAA Sec. 620(1). If the country has failed
to institute the investment guaranty program
for the 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 1967, as amenaea' Sec. 5. If country

_har seized, or .imposed any penalty or-sanction

against,-any U.S. fishing -activities 1n
international waters:

a. has any deduction required by the
Fishermen's Protective 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 principal of any AID 7loanto the country?
(b) Is country in default exceeding oné year

. on interest or principal on U.S. loan undet

program for which App. Act appropriates
funds?

12. FAA Sec. 620{s). If contemplated

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 equipment and the

Has the country permitted
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No.

No.

No.

EY: Sa]vador has instituted the

- Investment Buaranty Proqram.

E1 Salvador has not seized or
imposéd pena]t1es aga1nst any U.S;.
fishing activities in international
waters.

Yes. . 9.2 percent. of the current.
national- budget is ass1gned for
mititary" expenses -Of ,this amount
$10 million 'is to:be expended on
m111tary_equ1pment -The' GOES: has
not purchased’Sophisticated ‘weapons.
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amount spent for the purchase of sophisticated
weapons systems? (An affirmative answer may
refer to the record of the annual "Taking Into
Consideratfon” memo: "Yes, as reported in
annual report on fmplementation of Sec. 620(s).’
This report 1s prepared at time of approval by
the Administrator of the Operational Year Budget
and can be the basis for an affirmative answer
during the fiscal year unless significant change
in clrcumstances occur.)

13. FAA Sec. 620{t). Has the country severed
diplomatic relations with the United States?

If so, have they been resumed and have new
bilateral assistance agreements been negotiated -
and entered into since such resumption?

14, FAMA Sec. 620(u). What 1s the payment status

of the country's U.N. obligations?  I7 *“a countrv
is in arrears, were such arrearages taken into
account by the AID Administrator in determining
the current AID Operational Year Budget?

15. FAA Sec. 620A, FY 79 App, Act, Sec. 607. Has
the country granted 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 officer or employee
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 reprocessing 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 nonproliferation treaty?

FUNDING CRITERIA FOR COUNTRY ELIGIBILITY

1. Development Assistance Country Criteria

a, FAA Sec. 102(b)(4). Have criteria been
established and taken into-account to assess

--commitment 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 growth, (4) equality
of income distribution, (5? reduction of
unemployment, and (6) increased 1{iteracy?
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No

From information -avaitable to
the Misgion; E1 Salvador ‘is
meeting its UN obligations.

Nof

No.

No.

E1 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
sectars.
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b. FAA Sec. 104§d)§1). 1f appropriate, is
this development {including Sahelg activity designe
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 We don't think so
in a consistent pattern of gross violations of so0.
internatjona]]y recognized human rights?

b. FAA Sec. 533(b). W11 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.
foreian policy interests?

¢. FAA Sec. 609. If commodities are to be
granted so that sale proceeds will accrue to thi
recipient country, have Special Account (counte:-
part) arrangements been made?

d. FY 79 App. Act,Sec. 113. 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
Declaration 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 projects with FAA funds and project

criteria apnlicable to individual fund sources:

Development Assistance (with a subcategory for

criterfa applicable only to loans); and Economic Support Fund,

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

A.

GENERAL CRITERIA FOR PROJECT

1. FY'79 App. Act Unnumbered; FAA Sec. 653"
Sec. 634A. (a) Describe how Committees on
Fppropriations of Senate and House have been
will be notified concerning the project;

(b) 1s assistance within (Operational Year
Budget) country or internati.nal crganizatios
allocation reported to Con?ress {or not more
than $1 million over that Tigure)?

2. FAA Sec. 611§a!§1). Prior to obligation
in excess o ,000, will there be (a} engf
neering, finmancial, 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 legislatin
action 1s required within recipient country,

what is basis for reasonable expectation that
such action will be completed in time to permi

-orderly accomplishment of purpose of the

assistance?

4, FAA Sec. 611(b); FY 79 App. Act Sec. 101,
If for water or water-related land resource
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 consideratio
the country's capability effectively to maintai
and utilize the project?

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

An advice- of. Program:Change has
been forwarded to the congress
notifying them'of this new FY80
project. The project is within
the OYB.

Yes.

’Not.required.

N/R

Yes.

Na



7. FAA Sec. 601(3!. Information and conclusions
whether project will 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 1oan

associations; (d) discourage monopolistic practic
(e) improve technical efficiency of industry, agr
culture and commerce; and (f) strengthen frea
labor unions. .

8. FAA Sec. 601§b!. Information and conclusion
on how project will encourage U.S. private trade
and investment abroad and encourage private U.S.

participation 1n foreign assistance programs .

(including use of private trade channels and the
services of U.S. private enterprise),

9. FAA Sec. 612(b); Sec. 636{h). Describe steps
taken $0 assure that, 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.

Does the U.S. own excess

10, FAA Sec. 612(d). .S,
foreign currency of the country and, if so, what

arrangements have—-been made for ts release?-

11. Will the project utilize

FAA Sec. 601(e). j
competitive selection procedures for the awarding

of contracts, except where applicable prOCurement
rules allow otherwise?

12. FY 79 App. 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
Tikely to cause substantial injury to U.S.
producers of the same, similar, or competinc
commodity?

FUNDING CRITERIA FOR PROJECT

1. Development Assistance Project Criteria

a. FAA Sec. 102(b); 1113 113; 281a
Extent to which activity will (a) effectively
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 development on a sustained
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The project will finance labor-
intensive public works and
conservation activities. It
will. 1nd1rect1y contribute to
efforts to strengthen the
private sector.

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

.-The GOES - will contribute to the
‘Emergency Emp]oyment Fund_and
provide staff, equipment and
related support for implement-

No.

Ves,

N/A

The purpese of the proaect is to
increase emp]bymenf and income
opportunities for the poor throus
a variety of. small-scale labor-
intensive: pub11c work act1v1t1es
Investment will flow to urban,

secondary city, market town, and

rural areas. It will promote
the participation of both rural
and urban poor men and women in
the country's development.
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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 Tife, and otherwise
encourage democratic private and Tocal governmental
institut{ons; {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) utili;
and encourage regionai cooperation by developing
countries? )

b. FAA Sec. 103, 103A, 104, 105, 106, 107.
Is assistance being made available: (include onT
applicable paragraph which corresponds to source
of funds used. If more than one furd source 1s
used for project, include relevanrt paragrapn vor
each fund <ource.)

(1)°[103] for agriculture, rural developmenc
“or nutrition; 1f so, extent to which activity is
specifically designed to increase productivity and
income of rural poor; [103A] 1f for agricultural
research, is full account taken of needs of small
farmers; ‘

) (2) [104] for population planning under sec.
104(b) or health under sec. 104(:3; 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) [105] for educatfon, public admini-
stration, or human resources development; if so,
extent to which activity strengthens nonformal
education, makes formal education more relevant,
especially for rural families and urban poor, or
strengthens management capability of institutions
enabling the poor to participate in development;

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

(12 technical cooperation and develof
ment, especially with U.S. private and voluntary,
or regional and international development,
organizations;

(i1) to help alleviate energy problems;

(ii1) research into, and evaluation of,
economic development processes and techniques;

(iv) reconstruction after natural or
manmade disaster:

ANNEX 1.B
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Approximately $& millioh of the

Loan funds will finance rural
infrastructure-igvestment. AID
sub-projects will’ include ‘substantial
labor content, and’.therefore
contribute to increased ru-al
incomes.

Approximately $7:million-pf loan
funds will finance urban infra-
structure sub-projects, including

street’ improevements:, drainage.

structures, and ‘watepr and. sewerage
line extensions in marginal
communities: = A1l plarmed activities

-will help. the.poor - to:increase their
participation-in developmert.



B.1.b.(4).

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

(vi) for programs of urban development
especially small labor-intensive enterprises,
marketing systems, and financial or other {nsti-
tuticns to help urban poor participate in economic
and social development.

c. [107] 1s appropriate effort placed on use
of appropriate technology?

d. FAA Sec. 110(a). Will the recipfent
country provide at least 25% of the costs of ...
program, project, or activity with respect to
which the assistance 1s to be furnished (or has
the latter cost-sharing requirement been waived
for a "relatively least-developed” countrv)?

e. FAA Sec. 1101b§. Will grant capital ,
assistance be disbursed 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.-281{b). Describe extent to

which program recognizes the particular needs,
desires, and capacities of the peaple of the
coiintry; utilizes the country's intellectual
resources to encourage institutional developmen.;
and supports ciyil education and training in
skills required for effective participation in
governmental and political processes essential

to self-government.

9. 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. Development Assistance Project Criteria

{Loans Only)

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

b. FAA Sec. 620§d‘. If assistance is for
any productive enterprise which will compete in
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?

ANNEX 1.B
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Yes, all sub-projects will be
chosen on the basis of labor-
intensity.

Yes..

:No

iI/A

Yesy . the project-will have a
significant -impact on the
country's infrastructure base
== _increase$ in this will
contribute to:an improved
productive capacity.

The country has the capacity to
repay the loan. )

YL



3. Project Criteria Solely for Economic
Support Fund

a. FAA Sec. 53l§a;. Will this assistance
support promote economic or political stability?
To the extent possible, does it reflect the
poTicy uirections of section 1027

b. FAA Sec. 533. Will assistance under
this chapter be used for military, or
paramilitary activities?

ANNEX 1.B
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5C(3) - STANDARD ITEM CHECKLIST

Listed below are statutory items which normally will be covered routinely in those provisions
of an assistance agreement dealing with Its implementation. or cavered in the agreement by
imposing 1imits on certain uses of funds.

These items are arranged under the general headings of (A) Procurement, ‘(B) Constructinn, and
(C) Other Restrictions, '

A. Procurement

1. FAA Sec. 602, Are there arrangements to Yes.
permit U.S. small business to participate

equitably in the furnishing of goods and

services financed?

2. FAA Sec. 604(a). Will all commodity fes, off-the-shelf procurement will
procurement financed be from the U.S. except pe used according to standard AID
as otherwise determined by the President or pr-'oéédur'tes’;

under delegation from him?

3. FAA Sec. 604(d). If the cooperating :
country discriminates against U.S. marine Yes.
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 N/A
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). Wi11 U.S. Government Y
excess personal property be utilized wherever es.
practicable in lieu of the procurement of new

items?

6. FAA Sec. 603. (a) Compliance with require=-

ment in section 90i(b) of the Merchant Marine Yes.
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 Yes.
the fullest extent practicable as goods and

professional and other services from privaté

enterprise on a contract basis? If the



A.7.

facilities of other Federal agencies will be
utilized, are they paritcularly sufitable, no
competitive with private enterprise, and madi
avajlable without und - “1terference with
domestic programs?

8. ‘International Air Transport. Fair
Competitive Practices Act, 1974, If air
transportation of persons or property is
financed on grant basis, will provision be
made that U.S.-flag carriers will be utilized
to the extent such service 1s available?

9. FY 79 App. Act Sec. 105. Dcas the contract
for procurement contain a provision authorizing
the termination of such contract for the
convenience of the United States?

Construction

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

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

3. FAA Sec. 620(k). If for-comstruction of

productive enterprise, will aggregate value
of assistance to be furnished by the United
States not exceed $100 million?

Other Restrictions

1. FAA Sec. 122 {(e). If development loan, is
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
solely by U.S. contributions and administered
by an international organization, does
Conptroller General have audit rights?

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

United States?

4. TAA Sec, 636(i). Is financing not permitted
to be used, without waiver, for purchase, long-

term lease, or exchange of motor vehicle

manufactured outside the United States, or
guarantv nf curh trancantina?
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Yes.

Yes.

No contragting of construction is expected,

U.S. or otherwise. :All construction will

.be done by GOES entities on force account

basis.
NA.

N/

Yes.

N/A.

“Yes.

Yes.



5. W11l arrangements precludg’use of financing:

a. FAA Sec. 104(f). To pay for performance of
abortions or to motivate or coerce persons to
practice abortions, to pay for performance of
involuntary sterilization, or to coerce or
provide financial incentive to any person to
undergo sterilization?

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

c. FAA Sec. 660. To finance police training
or other Taw enforcement assistance, except for
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 App. Act Sec. 106. To pay U.N.
assessments?

g. FY 79 App. Act Sec. 107. To carry out
provisions of rAA sections 209(d) and 251(h)?
(Transfer of FAA funds to multilateral
organizations for lending.)

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

i. FY 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.

Yes.

Yes.

Yes.
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ANNEX I.C

CERTIFICATION PURSUANT TO SECTION 611 (e) OF
THE FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED

I, Charles J. Stockman, as Director of the Agency for International
Development Mission to ET1 Salvador, having taken into account, among
other things, the maintenance and utilization of projects previously
financed by U.S.A.I1.D./E1 Salvador, dn hereby certify that in my
Jjudgment 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 Sector 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 E]1 Salvador and the degree of planning and analysis
which have been done in designing and preparing this new project.

- 4
A {

cdﬁt./’}l/f(f"’v
Char¥ed J. Stockman
Director, USAID/E1 Salvador

2/11/80
Date
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UNITED STATES INTERNAT'ONAL DEVELOPMENT COCPERATION AGENC

AGENCY FOR INTERNATIOMAL DEVELOPMENT
WASHINGTON DC 20523

THE ADMINISTRATCR

PROJECT AUTHORIZATION

Name of Country: El Salvador
Name of Project: Public Sector Employment
Number of Project: 519-0256

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 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.L.LD. 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.LD. 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.L.D. may deem
appropriate:

a. Interest Rate and Terms of Repayment

The Cooperating Country shall repay the Loan to A.LD. 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.LD. in U.S. Dollars interest from the date of first disbursement of
the Loan at the rate 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 acerued
thereon.

b. Source and Origin of Goods and Services (Loan)

Goods and services, except for ocean shipping financed by A.LD. under the Loan,
shall have their source and origin in countries included in A.I.D. Geographie
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Code 94], 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.LD. under the Loan shall, except as A.L.LD. 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, financed by A.LD. under the
Grant shall have their source and origin in the United States except as A.LD.
may otherwise agree in writing. Ocean shipping financed by A.L.D. under the
Grant shall, except as A.L.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.L.LD. may disburse
Loan or Grant funds as reimbursement for eligible costs incurred on or after
February 16, 1980, provided that evidence of such costs is furnished to A.LD. in
form and substance satisfactory to A.LD.

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.LD.:

(0 Evidence that a Special Resource Office has been established within
the Ministry of Public Works and staffed in aeccordance with the terms
jointly agreed upon by the Cooperating Country and A.LD.

(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 Bank 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.LD., 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 and substance
satisfactory to A.L.D. detailed implementation plans for such subprojects which
shall inelude an analysis of the institutional support, materials, equipment and
recurring cost requirements,

h. Condition Precedent to Subsequent 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.LD.,
a detailed list of subprojects which meet the Subproject Selection Criteria agreed
tc between the Cooperating Country and A.L.LD. 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

)] 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.L.D. funds, is to
be constructed, is owned by the Cooperating Country and that all
Project activities financed with A.L.D. funds will be conducted on
publicly owned property.

(2) For all subprojects which Project consultants or the Special Xe-
sources Office indicate might cause potentially significant environmental
effects, the Cooperating Country will submit to A.LD. the finding: with
regard to such effects and obtain A.LD. approval prior to the finineing
of any such subproject.

Administrator

Date



ANNEX I.E.

INTTIAL ENVIRONMENTAL EXAMINATION

USAID/ET Salvador requests LAC/DR proceed with approval of IEE for
subject project. Basic information for project IEE is as follows:

Project Location: E1 Salvador

Project Title Public Sector Emplovment Proaram

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

FY 81 : Loan $ 5,000,000

Life of Project : Two Years

IEE Prepared by : C. Stevens Engr. and C.R. Gavidia USAID/E1
Salvador, General Engineering and Environmental
Coordinator

IMPACT IDENTIFICATION AND EVALUATION

Impact Areas & Sub-areas Impact Identification & Evaluation

A. LAND USE

1. Changing the character of the land through:
a. Increasing the population

b Extracting natural resources

¢. Land clearing

d. Changing soil character

Altering natural defenses

Foreclosing important uses

= =2 2 =22 =2 =2

S W M

Jeopardizing man or his works

5. Other factors -



Impact Areas & Sub-areas Impact Identification & Evaluation

B.  WATER QUALITY

1. Physical state of water N
2. Chemical and biological states N
3. Ecological balance N

4., Other factors -
C.  ATMOSPHERIC
1. Air additives ' ' N

2. Air pollution N
3. Noise pollution N
4, 6ther factors -

D. NATURAL RESOQURCES
1. Diversion, altered use of water N
2. Irreversible, inefficient commitments N

3. Other factors -

E. CULTURAL
1. Altering physical symbols ' N
2. Dilution of cultural traditions N

3. Other factors -
F.  SOCIO-ECONOQMIC

1. Changes in economic/employment patterns L
2. Changes in population N
3. Changes in cultural patterns N
4, Other factors -



Impact Areas & Sub-Areas Impact Identification & Evaluation

G. HEALTH
1. Changing a natural environment N
2. Eliminating an ecosystem element N

3. Other factors -

H. GENERAL
1. International impacts N
2. Controversial impacts N
3. larger program impacts N
4. Other factors -
I. OTHER POSSIBLE IMPACTS (not listed above) 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 unemplioyed will
be increased in the short run. Over the long term, the economic and
social infrastructure of basic services 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 environmental bernefits through improved public water
supply/facilities and through improved controls of storm di-ainage
discharges with related minimizing of soil erosion and degradation
problems.

The Ministry of Public Works which will administer this program
has had project experience throughout the regic « 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
environmental considerations and implications. Also, as part of the
overall pruject management provisions, on-site inspections will take
place, and the project engineering consultants i1l be instructed to
ensure that construction work is performed and completed with a
minimum of environmental disturbance.

£t the present time theve is no comprehensive naticnal environmet
planning agency, the Ministry of Public Works does, however, have the
necessary expertise to prepare quidelines to permit project management to
evaluate each of the sub-projects. These guidelines will take into
consideration the preparation of check Tlists to solve possible issues
such as the following:

Upgrading Marginal Communities

INFRASTRUCTURE -- evaluation of alternatives and selection of
least-cost, most environmentally 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, reforestetion, soil erosion control, small
water reservoirs for animal consumction. Essentially, the emphasis
will be on selecting appropriate project sites, components, and
technologies. The checklist shall be based upon Salvadoran environmental
conditions. The Mission will assist the Ministry of Public Works in
carrying out a coriplete and sound analysis, and in so dcing will
promote the participation of the design and implementation personnel
therefore achieving the necessary training.




RECOMMENDATION FOR THRESHOLD DECISION

USAID/E1 Salvador finds this project is not a major action which
will have a significant environmental impact. A negative determination
is, therefore, recomended.

/%%' 7

har]es J. Stockman
D1rector




AID 1020-78 {7.71)
SUPPLEMENTY

Project Title & Number:

PROJECT DESIGN SUMMARY

LOGICAL FRAMEWORK

Public Sector Emplovinent Froaram 519-N56

ANNEX I. F

Life of Project:

From FY __E0 1o FY__B2
Total U.S. Fundin! *15!125,(1)0
Dote Prepored:

PAGE 1

NARRATIVE SUMMARY

OBJECTIVELY VERIFIABLE INDICATORS

MEANS OF VERIFICATION

IMPORTANT ASSUMP TIONS

Program or Sector Goal: The broader objective to
which this project contributes:

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

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

Measuies of Goal Achievement:

1. Increased incomes
2. lImproved health indicators
3. Improved living conditions
4. Increase access to Govt.
services
By 1982:

1. Real GDP growth increases
from negative 4-6% in 1979
to at i1east positive 4%2.° ;

2. Real GDP growth 1u construct-
ion sector increases to at
least 6%.

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

53D N
e ¢ e e

Surveys and special studies
" " " n

Official GOES publications
113 " n

Assumptions for achieving goal torgets:

Political stability

Private investment increases
GOES able to manage growing
financial resource constraints,
including capital flight

W N b=
« o e



AtD 1020-28 (7-71)
SUPPLEVENT 1

PROJECT DESIGN SUMMARY
LOG!CAL FRAMEYORK

Public Sector Employment Prograin

Project Title & Number:
.

Life of Project:
From FY ___BQ woFY___ 12 _

TJotol U.S. Funding 3’5 l ’ES .m
Dote Prepared:

PAGE 2

HARRATIVE SUMMARY

OBJECTIVELY VERIFIABLE INDICATORS

MEANS OF VERIFICATION

IMPORTANT ASSUMPTIONS

Project Purpose:

PURPOSES:

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

Conditions that will indicate purpose has been
achieved: End of project status.

EQPs

1. At least $i0 million of
incomes generated by end of
projec*

2. At least 80,000 person months
of new employment opportunitie
created by public works sub-
projects.

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

4. An increased proportion of
the MPW budget is being used
for sub-projects with a Tabor
content of at least 40%.

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

Observation

GOES/MPH budget

Assumptions for ochieving purpose:

1. GOES remains committed to labor-
intensive public works as part
of employment strategy

2. Demand for appropriate sub-
projects remains high.

3. Labor and political unrest do
not impede GOES from contracting
laborers.



AtD 1020-28 (7-71)
SUPPLEMENT |

Project Title & Number:

PROJECT DESIGN SUMMARY
LOGICAL FRAMEWORK

Public Sector Employment Program

Life of oniogﬁ
From FY Jo FY

Totol U.S. Fundin
Dote Prepared: !

82
5,125,000

PAGE 3

NARRATIVE SUMMARY

OBJECTIVELY VERIFIABLE INDICATORS

MEANS OF VERIFICATION

IMPORTANT ASSUMPTIOHS

Ovutputs:

1.

Sub-Projects

a. Urban Street Improvement
and Drainage

b. Urban Water

c. lUrban Sewer

d. Bridge

e. Rural Roads & Drainage
f. Food Storage Facilities
g. Reforestation

h. Soil Conservatic

1. Water Tanks

SRO within MPW

Trained engineers in labor
intensive technology choices

Mognitude of Outputs:

1. Number of expected sub-projects

a. 115
b. 137
c. 71
d. 8
e. 258
f. 178
9 5
h. 500 has.
i. 10

2. Created by 3/1/80
3. At Teast 6

SRO monthly reports and
evaluations

Observation

SRO and loan reports

Assumptions for achieving outputs:

1. Llabor and materials continve
available to meet demand



PROJECT DESIGN SUMMARY | Life of Proiger: ry 82
to

A1D 1020-28 (774} From FY
SUPPLEMENT | LOGICAL FRAMEWORK . Totol U.S. Funding QH! 'Ea:ﬂﬂﬂ
Project Title & Number: __Public Sector Employment Program Oate Prepared: PAGE 4
NARRATIVE SUMMARY ORJECTIVELY VERIFIABLE INDICATORS MEANS OF VERIFICATION IMPORTANT ASSUMPTIONS
Inputs: Implementotion Torget (Type and Quantity) - Assumptions for providing Inputs:
ALD
1. Emergency Employment Fund 1. $14,600,000 (DL) Monthly Loan reports for all 1. 2nd. tranche of $5 million DL
inputs available in late FYB0-early
2. Spare Parts 2. $ 200,000 (DL) Fy 81
3. Consultants to SRO 3. $ 200,000 (DL)
TA & Training 4, $ 125,000 (DL)
GOES
1. Emergency Employment Fund 1. $ 2,500,000
2. Project Management 2. $ 2,650,000




ANNEX I.G

DAEC GUIDANCE CABLE

The PID approval and DAEC guidance cable were included in a
broader 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 Dols. 5 million ESF, Mission should consider
combining this project with earlier proposed
Emergency Urban Employment Program. We would

then expect to see Dols. 10-15 million Employment
Sector/Infrastructure DL-funded project for
review in Washington by mid-February. In preparing
PP, Mission should pay particular attention to
questions of institutional capability and steps
which GOES and USAID may need to take to ensure
rapid implementation."



ANNEX TI.A.1

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

TYPE IMPLEMENTING CONSTRUCTION COST PERCENT
DEPARTMENT NUMBER AGENCY LABOR MATERIALS EQUIPMENT TOTAL  LABOR
I- 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.¢ 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 <’
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
STREETS - 1
WATER -1
SANTA ANA STREETS - 9
WATER - 4
SEWER - 4
SAN MIGUEL DRAINAGE- 3
STREETS - 4
WATER -1
SAN SALVADOR  DRAINAGE- 8
STREETS - 17
WATER - 80
SEWER - 33
SAN VICENTE STREETS - 1
WATER - 2
SEWER - 2
SONSONATE STREETS - 7
WATER -1
SEWER -1
USULUTAN DRAINAGE- 1
STREETS - 2
WATER -1
SEWER -1
I- SUB-TOTAL 249

DUA
DUA
ANDA

DUA
ANDA
ANDA

DUA
DUA
ANDA

DUA
DUA
ANDA
ANDA

DUA
ANDA
ANDA

DUA
ANDA
ANDA
DUA

ANDA
ANDA
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I1- RURAL SUB-PROJECTS

AHUACHAPAN

CABANAS

CHALATENANGO

CUSCATLAN

LA LIBERTAD

LA PAZ

LA UNION

DRAINAGE- 4
ROADS - 23

DRAINAGE- 4
ROADS - 25

ROADS - 7

BRIDGE
TRANSFER- 1

DRAINAGE- 1

DRAINAGE- 2
ROADS - 15

DRAINAGE-26

DGC
DGC

DGC
DGC

DGC

DGC

DGC

DGC
DGC

DGC

50.
9.

68.
189.

51.

131.

12.

39.
55.

296.

~NO

42.
80.

4].
40.

50.

10.

24.
30.

184.

13.
60.

16.
45.
20.

50.

100.

105.
236.

126.
275.

121.

192.

23.

73.
102.

580.

47
41

54
69

42

68

53

54
54

51



MORAZAN

SANTA ANA

SAN MIGUEL

SAN VICENTE

SONSONATE

USULUTAN

II- SUB-TOTAL

DRAINAGE-
ROADS -

DRAINAGE-

DRAINAGE-
ROADS -

DRAINAGE-
ROADS -

DRAINAGE-
ROADS -

DRAINAGE-

233

DGC
DGC

DGC

DGC
DGC

DGC
DGC

DGC
DGC

DGC

92.
37.

91.

34.
61.

39.
147.

12.
169.

12.

1,688.

N~

~N~

=N

59.5 22.
40.0 15
56.4 22.
33.3 10.
60.0 24
24.3 9
40.0 37
7.8
140.0 82
7.8 3
979.0 567.

NN

174.
92.

170.

78.
145.

73.
225,

23.
391.

23.

3,234.

N

53
40

54

a4
42

54
66

53
43

53

52



ITI- . FOOD STORAGE  SUB-PROJECTS

SSMA 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 38.6 - 99.0 60

SUB-TOTAL 178 319.4 213.6 - 533.0 60



ANNEX 1T,A.2

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

TYPE IMPLEMENTING CONSTRUCTION  COST PERCENT
DEPARTMENT NUMBER AGENCY LABOR MATERIALS EQUIPMENT  TOTAL LABOR

I-  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 12.0 183.2 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 50
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

I- SUB-TOTAL 78 1,350.8 810.1 225.5 2,386.4 57



II. RURAL  SUB-PROJECTS

CUSCATLAN DRAINAGE- 2 DGC
LA UNION ROADS .-2! DGC
MORAZAN BRIDGE - 1 DGC
SAN SALVADOR BRIDGE - 1 DGC
SAN VICENTE BRIDGE -1 DGC
USULUTAN DRAINAGE- 3 DGC
IT. SUB-TOTAL 29

ITI- LAND PROVEMENT/WATER STORAGE SUB-PROJECTS

SAN MIGUEL REFOREST- 2 DGRNR/ISTA
(1,400 Has.)

LA LIBERTAD SOIL CONS-1 DGRNR/ISTA
(100 Has.)

CHALATENANGO REFOREST- 3 DGRNR

(800 Has.)

64.0

140.1

216.0

36.0

42.0

159.5

657.6

1,680.5

359.1

960.5

36.0

120.0

144.0

24.0

34.0

123.9

481.9

45.4

5.4

25.9

15.

50.

54.

11.

42,

182.

45,

64.

26.

115.
310.
414.
69.
87.
325,

1,321.

2,271.0/

536.0%/

1,298.

0

6

0

0

4

9

9 .

ot/

56
45
52
52
48
49

49



SONSONATE SOIL CONS-2 538.7 7.9 96.7 804.01/ 67
(300 Has.)

National Level (Water Reservoirs) 340.0 10.0 10.0 500.01/ 68

III- SUB-TOTAL 3,878.8 94.6 242.5 5,409 Y 72

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



ANNEX II.B

COST ESTIMATE FOR SPARE PARTS

A. Identified MPW Requirement

Type Motor Overhaul Brake Overhaul

Vehicle TWo. Unit Cost Sub-lotal No. Unit Cost  Sub-total] TOTAL
$ 9 $ $

Pick-up

trucks 56 1,800 100,800 100,800

Dump

trucks 22 6,800 149,600 11 200 2,200 151,800

Jeeps 7 1,800 12,600 12,600

4X4 WD

pick-ups 8 1,800 14,400 14,400

Total $277,400 $2,200 $279,600

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

pistons - 0.030 mm

set motor gaskets

set motor bearings

set piston bearings

set cam shaft bearings

crank shaft gear

cum shaft gear

hydraulic valve 1ifters
exaust valves

intake valves

0il retainer (back motor)
water pump

0i1 gauge

temperature gauge
accelerator cable (foot)
rubber spark plug protectors
8 distributor rubber protectors
fly wheel

throw-out bearing

clutch pressure plate

—
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Estimated cost per vehicle $ 1,800



C. Sample Spare Parts List for Brake Overhauls

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

brake fluid

Estimated cost per vehicle $ 200



*ANNEX II.C

ILLUSTRATIVE WATER SUB-PROJECT
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ANNEX II.D

SOIL CONSFERVATION METHODOLOGIES *

BENCH TERRACES

Bench terraces 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 legth 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 siopes of 12 to 46%.
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LIMITATIONS:
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 fhe 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 soil conservation manual.



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 AGRONOMIC PRACTICES:

a. Contour planting

b. Stagge red planting

¢. Mulching

d. Cover crops .
e, Crops grown in associatio



+t e e 3

STONE RETAINING WALLS

This is a 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-off 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

ard destroying them.

.
P e s b e s Wev e o n s e oo e

FORMULA FOR CALCULATING DISTANCE BETWEEN TERRACES:

VD =S + 4 HD = VD x 100 = distance between walls in meters
S

Where:
VD= Vertical Distance:
HD= Horizontal Distance
S= Slope of plot in %



LIVE BARRIERS

Live barriers consist of closely planted rows of certain perennial
plants, having dense growth and good drought-resistant qualities. These
Tive 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.
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RECOMMENDED VEGETATION

Lemon grass {Cimbopogén citratus)
Elephant grass {Pennisetum purpureum)
Bermuda grass (Cynodon dactylon)
Pifiuela (Bromelia karattas)

Izote {Yuca elephantipes)

Curarine (Sanseviera sp.)
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ANNEX I1.E

IMPLEMENTATION PLAN

198¢0 1981 1982

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

Establish SRO
MPW —

Employ Consult-
ants for SRO —_—

Identificat-
jon and
approval of
sub-projects
for at least
first 3 mos.
of project
Project
Agreement
signed
First GOES
contribution
to EEF

CPs met

First AID
advance to
EEF

Construct-

ifon

2nd tranche
of AID loan R

Project
Evaluations —_— —_—




/514-0056

CONTRATO DE ENMIEIDA No. 1
AMENDATORY AGFEEMENT Ko. 1

AL
TO

INTRATO DE PROYECTO DEL PRESTAMO Y DONACIOX
PROJECT LOAN AND GRANT AGREEMENT

GENERACION DE EMPLEO DEL SECTOR PUBLICO
PUBLIC SECTOR EMPLOYMERT PROJECT

ENTRE
BETWEEN

LA REPUBLIC# DI EL SALVADOR
THE REPUBLIC OF Xl SALVADOR

y
AND

LOS ESTADOS UNIDOS DE AMERICA
THE UNITED STATES OF AMERICA

Agencia para el Desarrollo Internacional Apency for International Development
Proyecto de la A.1.D. No. 519-0256 A.1.D. Project No. 519-0256

Préstamo de la A.I1.D. No. 519-T-024 A.I1.D. Loan No. 519-T-024

Préstamo de la A.I.D. No. 519-W-025 . A.1.D. loan No. 519-W-025

San Salvador, E1 Salvador
30 de septiembre de 1980



Provecto de la A.1.D. 519-0256
Prestamo de la A.1.D. 519-T-024
Préstamo de la A.1.D. 519-%W-025

Contrato de Proyecto del Préstamqu
Donacidn
Acuverdpade Enmienda No. 1

Fecha: Septiembre 30, 1980

Este Acuerdo de Enmienda No. 1, fechado
a los 30 dias del mes de septiembre de
1980 entre la Replblica de E1 Salvador
(Prestatario/Donatario') y los Estados
Unidos de América, actuando a través de
la Agencia para el Desarrollo Internacio-
nal ("AI.D.") enmienda el Contrato de
Proyecto del Préstamo y Donacidn del
Proyecto de fecha 28 de marzo de 1980 y
designado Provecto de la A.1.D. No. 519-
0256, entre el Prestatario/Donatario y
la A.I.D., de la siguiente manera:

1. Seccién 3.1. del Articulo I1II
se suprime por completo y se sustituye
como sigue:

SECCIOR 3.1. 1Lla Donacidon; cl Prés-
tamo. Para asistir al GOES en el financia-
miento de los costos para la realizacidn
del Proyecto, A.I1.D., de conformidad con
el Acta de Asistencia al Exterior de
1961 y sus enmiendas, conviene en otorgar
una donacidn al GOES bajo los términos
de este Contrato, gque no excedera de
ciento veinticinco mil ("U.S.') dolares
americanos ($125,000) ("Donacion') v
otorgar un préstamo al GOES bajo los
términos de este Contrato, que no excederd
de Catorce Millones de ("U.S.') dolares
americanos ($14,000,000) ("Préstamc').

El monto total de los desembolsos efectua-
dos con cargo al Préstamo se denominaré

en adelante "El Capital". El Préstamo

vy la Donacidn conjuntamente se refieren
como la "Cooperacion'

La Cooperacidn puede ser utilizada
para financiar costos en moneda extran-
jera, de acuerdo a la definicidn de 1la
Seccidn 7.1., y costos en moneda local,
de acuerdo a la definicidén en la Seccidn
7.2., de bienes servicios requeridos
para el Proyecto.

A.1.D. Project No. 519-0256
A.1.D. Loan No. 519-T-024
A.1.D. Loan No. 519-W-025

Project Loan and Grant Agreement

Amendatory Apreement No. 1

Dated: September 30, 1930

This Amendatory Agreement No. 1, dated
the 30th day of Scptember, 1980, letwveen
the Republic of El1 Salwador {('Borrower/
Grantee') and the United States of
America, acting through the Agency for
International Development ("A.I.D.')
auwends the Project Loan and Grant Acree-
ment dated March 28, 1980 and decignated
A.I.D. Project No. 519-0256 berween the
Borrower/Grantee and A.I.D., as folliows:

1. Section 3.1, of Article 111 1s
deleted in its entirety anc the following
is substituted therefore:

SECTION T. The Grant; The 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 amended, 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.')
dollars ("Grant') and to lend the GOLS
under the terms of this Apreement not tc
exceed Fourteen Million U. S. Dollars
($14,000,000) ("Loan"™). The aggregate
zoount of distursements under the loan
is referred te as "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 7.1l., and local
currency costs, as defined in Section
7.2., of goods and services reguired for
the Project.



2. El anexo de este Acuerdo de
Enmienda No. 1 reemplaza Articulo D. del
Anexo I de este Convenio de T'rovecto de
fecha 28 de marzo de .980.

3. A excepcidn de lc enmendado
anteriormente, todos los términos y
condiciones del Convenio de Donacidn de
Proyecto permanecen plenamente en vigor
y efecto.

Este Acuerdo de Enmienda ser3 efectivo a
partir de la fecha de su ejecucidn.

EN FE DE LO CUAL, el Dconataric y la
A.I.D. cada cual actuzndo a través de
su representante debidamente autorizado,
celebran y entregan el presente Convenio
en el dia y afo indicados al principio
del mismo.

REFPUBLICA DE EL SALVADOR

Por:

~AAtilio Vieytez /

Titulo: Ministro de Planificacién

Por:

rge Aldberto\Morales G

Titulo: Ministro de Obras Piblicas

-2

2. The annex to this Amendatory
Agreement No. 1 supersedes Article D. of
Annex 1 to the Project Agreement dated
March 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.I.D.
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: w /k/‘—slm\c’_ (}Lo b
Z ) Jerrold Mark Dion

Title: Chargé d'Affaires a.i.

o ¢

]

Danikl A, Chaij

Title: Acting Mision Directoy} USAID/E]

Calavadnw



SMMARY COST ESTIMATE FOR NAMFXDATORY AGREFMFNT NO. 1
RESUMEN ESTIMADO DE COS10S PARA EL CCHNVELIIO DE EIRAITNDA MO. 1
(En Miles de U.S. DSlares)

ANEXO 0.
ANKEX KO,

TIVITY
I'TVIDAD

A.I.D.

FISCAL YEAR 1980 FISCAL YIAR 1981 TOrAL AID FFUNDS
ARO FISCZAL 1980 AfO FISCAL 1981 TOTAL FOMNDOS AID
LOAN GRANT LONM GRANT LOAN GRANT
PREST70 DAUATIVO PRESTAMO DONATIVD PRESTAMO DONATIVO

GoESs

COMITERPART
CONTRAPARTIDA

GOLS

PATED O O N O N
TTAL PRATCT
TOr.L TROVECK
AT.D.-GOES

DMERGENCY EMPLOYMENT
FUND

FOIDO DE EMCRGENCIA
PARA GINERACICH DE
EMPLEO

Urhan Infrastructure
Subprojects.
Subproyectos Urbanos
de Infraestructura

firal Infrastructure
Sul projects.,
Subproyectos Purales
do Infraenstructura

Iainedd and Conscrvation
Subprojocts,
Subyprroyectos de Con-
so1vaclion de Suelos.

Sub-Total
Sub-Total

DIESIN AND MANAGE}TENT
MPROVEMENT
MEJORAMIENTO DE DISENO
Y ADMINISTRACTOH

MY Special Resources
Office

Cficina de Recursos
Especiales del MOP

7,800 - - - 7,800 -
2,900 - 800 - 3,700 -

2,900 - 200 - 3,100 -

13,600 - 1,000 - 14,600 -

200 - - - 200 -

1,027

941

650

8,827

4,641

3,632

17,100
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. A.1.D. COES A.1.D.=COTS
IFISCAL YEAR 1980 FISCAL YLAR 1981 TOTAL AID IFUNDS COUITERPARL TOATL Plgtern
NCTIVITY RO FISCAL 1980 Af'O FISCAL 1981 TOTAL FOQNDOS AID COUTRAPARTIDA TUPAL POV
ACTIVIDAD LOAN GRANT Lo GRANT TOAN GRANT COrS A1.D. 0TS
PRESTAM)  DONATIVO PRESTAMD  IXWATIVO PRESTAMO  DOMATIVO
Spare Parts
Repuestos 200 - - - 200 - - 200
Implementing Agency
Management
Alninistracidn de la
Fntidad Ejecutora -~ - - - - - 2,000 2,000
Sub-Total
Sub-Total 400 - - - 400 - 2,650 2,080
3) STRENGIUIMTNG OF PUBLIC
CORIS SICIOR
POKTALLC TMTFNTO DEL
SECTOR DI2 OBRAS PUBLICAS
Project Bvaluation .
Evaluacitn de Proyectes - 25 - - - 25 - 25
Technical Assistance and =
Training
Asistencia Técnica y
Adicstramiento - 100 - - - 100 - 100
Sub-Total
Sub-Total - 125 - - - 125 - 125
GRAND '10TAL
GRAN TOTAL 14,000 125 1,000 - 15,000 125 5,150 20,275
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A.I.D, Project Fo. 519-0256

Loan and Grant Agreement

Nated: March 28, 1980

Between
The Government of the Republic of F1 Salvad- r ("GOES")
And
The Government of the United States of America, act1ng through

the Agency for International Mevelopment ("A,I.D").

Article 1: The Agreement.

The purpose of this Agrezmeat is to set out the understandines of
the parties named above ('Parties") with respect to the undertaking by
the GOES of the Project described herein, and with respect to the financing
of the Project bty the Parties.

Article 2: The Project

Section 2.1. Definition of Project. The Project, which is further
described in Annex 1, wiil in tho short term, increase employment and
income opportunities for unemployed and underemployed laborers by financing
a variety of labor intaacive sub-ivojects in both rural and vrban areas,
and thercafter, help to institutionalize a system throunh which the
labor~intensive publie worke/infrastructure projectc can absorb surplus
labor and increase incones.

Within the limits of the definition of the Project in Section 2,1
elements of the amplified description stated in Annex 1 nay be changed
by written agreement of the authorized representatives of the Parties
named in fection 9.3, without formal amendment of this Agrcement. Annex
1 will identify those elements of the Project for which Grant financing
will be employed, and those for which Loan financing will be employed.

Section 2.2. Incremental Financing of the Project.

A.I.D,'s contribution to the Loan portion of the Project will be
provided in increments, the initial one being made available in accordance
with Section 3.1 of this Agreement. Subsequent increments will be
subject to availability of funds to A.I.D. for this purpose, and to the



2=

mutual agreement of the Parties, at the time of a subsequent increment,
to proceed.

Article 3: Financiag.

SECTION 3.1, The Grant; The Loan. 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 and Twenty TFive Thousand
($125,000) United States ("U.5.") dollars ("Grant") and to lend the
GOES under the terms of this Agreement not to exceed Ten Million U.S.
Dollars ($10,000,00) ("Loan). The aggregate amount of disbursements
under the Loan is refe-red to as "Principal.". The Loan and the Grant
together are referred to as tlie "Assistance'.

The Assistance may be used to finance feoreign 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 Project.

SECTION 7.2, COES Resourceg for The Project.

(a) The GOIS aprees to provide or cause to be provided for the
Project all funds, in addition to the Assistance, and all other resources
required to carry out the Project effectively and in a timely manner.

(b) The resources provided by the CM%S for the Project will he
not less than the equivalent of U.S. Five '<1lion One Hundred Fifty
Thousand Dollars $5,159,9"0, including costs borne on an 'in-kind"
basis, further detaliled in Annex I.

SECTION 3.3. DProject Assistance Completion D-te.

(a) The "Project Assistance Completion Date™ (PACD), which is
March 5, 1932, or such other date as the Parties may agree to in writing,
is the date by which the Parties estimate that all services financed
under the Assistance will have been per ormed and all goods financed
under the Assistance will have been furniched for the Project as contem-
plated in this Agreement.

(b) Fxcept as A.I.D. may otherwise agree in writing, A.I.D, will
not issue or approve documentation which would authorize disbursement of
the Assistaacce for services performed subsequent to the PACD or for
goods furnished for the Project, as contemplated in this Agreement,
subsequent to the PACD,

(c) Requests 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 Section 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 neriod, 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 thereof 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. %he GOES will pay to A.I.D. interest which
will accrue at the rate of two parcent (2%) ver annum for ten (10) years
following the date of the first disbursement of the Loan hereunder and
at the rate of three percent . 3%) per annum thereafter on the outstanding
balance of Principal and on any due and unpaid interest. Interest on
the outstanding balance will accrue from the date (as defined in Section
8.5) of each respective disbursem2nt, and will be computed on the basis
of a 365-day year. Interest will be payable no later than six (6)
months after the first disbursement of the Loan hereunder, on a date to
be specified by A.I.D.

SECTIOM 4.2, Repayment, The GOES will repay to A.I.D. the Principal
within Twenty-five (25) yéggé from the date of the first disbursement of
the Loan in Thirty-one (3:) approximately equal semiannual installments
of Principal and interest. The first installment of Principal will be
payable nine and one-half (¢-1/2) years aftcr the date on which the
first interest payment is due in accordance wivn Section 4.1, A LD,
will provide the GOES with an amortizatioa sciedule in accordance with
this Section after the final disbursement under the Loan.

SECTION 4.3. Avnpliotion, Currency, and Place of Payment. All
payments of interest and Principal hereunder wiil be made in U.S. Dollars
and will be applied firet to the payment of interest due and then to the
repaymnent of Principal. Fxcept as A.I.D. may otherwise specify in
writing, payments will Le made to the Controller, Office of Financial
Management, Agency for International Develnpment, "ashington, D. C.
20523, U.S.A., and will be deemed made when received by the Office of
Firancial fanagement.

SECTION /4.4, Prenayment. Unon payment of all interest and any
refunds then due, the JJIS may prepay, without penalty, all or any part
of the Principal. Unless A.I.D. 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 negotiate, 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 pronspects
of F1 Salvador, which enable the GOLS 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. '

(¢) Within thirty (30) days after delivery of a request to negotiate,
the requested Party will communicate 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 negotiatioms.

(1) The representatives of the Parties will meet to carry on
negotiations no later than thirty (30) days after delivery of the requested
Party's communication under sub-section (c). The negotiations will take
place at a location mutually agreed upon by the representatives of the
Parties, provided that, in the absence of mutual agreement, the negotia-
ations will take place at the office of the GOES' Ministry of Public
Works of Fl1 Salvador.

SECTION 4,6. Termination on Full Payment. Upon payment in full of
the Principal and any ac~crued interest, this Anreement and all obligations
of the GOFS and A.I.D. relating to the Loan provisions of this Agreement
will cease. .lHowever, with respect to any obligations arising out of the
expenditure of Grant furds, this Agreement will remain in full force and
effect.

Article 5: Conditions Precedent to Dishursement.

SECTION 5.1. First Dishursement, Asgistance. 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 made, the GOES will except
as A.I,D, may otherwise agree in writing, furnish to A.I.D. in form and
substance satisfactory to A.I.D.:

(a) An opinion of the Attorney General of Fl1 Salvador, or other
counsel acceptable to A.I.D., that this Asreement 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;

(¢) Fvidence that a Special Rescurce Office has been established
within the Ministry of Public VWorks and staffed in accordance with the
terms upon which the GOES and A.I.D. have agreed;

(d) Evidence that the Fmergency Employment Fund has been established
within the Central Reserwve Pank of El Salvador and that a system exists
to disburse funds from the Central Reserve Bank to the individual imple-~
menting Agencies. '

SECTION 5.2. First Disbursement (Loan). Prior to the first
disbursement under the Loan, or to the issuance by A.I.D., of documentation
pursuant to which disbursement will be made, th: GOES will, except as
A.I1.D., may otherwise ugree in writing, furnish to A.I.D. in form and
substance satisfactory to A.I.D., a list of sub-projects selected for
implementation duriang the first three months of the project, and shall
include a c+atement of the estimated cost of lzbor, materials and equip-
ment, location of tlte sub-projects, Implementing Agencies, estimated
construction or erecution time, and procedures for and frequency of
expected fieid surervision and inspectious.

SECTION 5.3. Dishursement for MNatural PRecources Sub-Projects.
Prior to disbursement under the Loan, or the issuance by A,I.D. of
documentation pursuant to which dichurcement will be made for reforesta-
tion, soil conservation and watcy veservoir sctivities, the OES will,
except as A.I.D. may otheruice upree in wriziag, Surnish to A.I.D. in
form and substance sstisfactory to A.I.D., dztailed inplementation plans
for such sub-projects which shall include an znalvsis of the institutional
support, materials, equipment and recurring cost roquiremnents.

SECTION 5.4. Additional Disbursement. Prior co disbursement under
the Loan, or the issuance by A.I.D. of documentation pursuant to which
disbursement will be made in excess of Ten '{(illion 'nited States DNollars
($10,000,000) the GOES will, except as A.I.D. may otharwise agree in
writing, furnish to A.I.D. in form and substance sa:lsfactory to A,I.D.,
a detailed list of sub-projects which meet the suv-nroiect selection
criteria to which the GOES and A.I.D. agreed 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
sub-projects, Implementing Agencies, and estimated construction or
execution time.

SECTION 5.5, Notification. Wien A.I.D, has determined 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 Date for Conditions Precedeﬁt.

If all of the conditions specified in Section 5.1 have not been met
within 90 days from the date of this Aszreemcnt, 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 GOELS,

SECTION 5.7, Reimbursement. Upon compliance with the conditions
precedent to disbhursement by the GOFS, A,I.D. may disburse Loan or Grant
funds to reimburse eligible costs incurred on or after February 16,
1980, provided that evidence of such costs is furnished to A.I.D. in
form and substance satisfactory to A.I.D.

Article 6: Special Zovenants.

SECTION 6.1. Project Fvaluation. (1) The Parties agree to establish
an evaluation program as an integral part of the Project. FExcept as the
Parties otherwise agree in writing, the program will include, during the
implementation of the Project and at one or more points thereafter: (a)
evaluation of prosress toward attainment of the objectives of the Project;
(b) identification and evaluation of problem areas or constraints which
may inhibit such attainment; (c) assessment of how such information may
be used to help overcome such problems, in ti:is or other project; and
(d) evaluation, to the degree feasible, of the overall development
impact of the Project.

(2) The GOES furLher covenants and agrees that prior to disbursement
from the Fmergency Fmployment iund for any sub-project activity: (a) The
Special Resources 0ffice will have certified that the cub-pioject meets
the sub-project selection criteria. (b) The Snecial Teswources Office
will have certified that the land upon which any naw facility is to be
constructed, and financed with A,I1.D. funds, is ownad by the GOES and
that all Project Activities financed with A.I.D. funds will be conducted
on publically owned property.

(3) For all sub-nrojects which Project consultants or the Special
Resources Office indicate might cause potentially siznificant environmental
effects, the GOWS will submit to A.I.D. 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. nNisbursements under the Loan
pursuant to Section 8.1 will be used exclusively to finance the costs of
poods and services required for the Project having their source and
origin in countries included in Code 941 of the A.I.D. Geographic 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 souvrce and origin in The
United States Code 000 of the A,I,D. Geographic Code Rook as in effect
at the time orders are placed or contracts entered into for such goods
or services, ("Foreign Fxchange Costs"), except as A.I.D. may otherwise
agree in writing, and except as provided in the Standard Provisions
Annex, Section C.l1 (b) with respect to marine insurance.

Ocean Transportation Costs will be financed under the Loan only on
vessels under the flap registry of the United States or of Countries
that are members of the Central American Common 'farket. Except as
A.I.D. may otherwise agree in wr.ting.

Ocean Transportation Costs will be financed under the firant on vessels
under the flag registry of the United States. Fxcept as A.I.D. may
otherwise agree in writing.

If A.I.D. determines either that there are no vessels under flag
registry as described above generally available for ocean transportation,
or that the Republic of Fl Salvador has no access to U.S. flag service,
A.I.D. in a Projcct Implementation Letter mzy apree to finance under the
Assistance transjportation costs on vessals under flag registry of any
country included in A.I,D, Geographic Codc Book 941,

SECTION 7.2. local Currency Zosts. DNisbursements for activities
pursuant to Section 8.2 will te used exalusively to finance tbe costs of
goods and services required fev the Yroject having their cource and,
except as A.I.D. may ncthncwize agree in writirg, their origin in member
countries of the Centrai American Common Market. ("Local Currency Costs").

Article 8: Disbursemenis,

SECTION §.1. Dishursement for Foreign “xchange Costs.

(a) After satisfaction of conditions precedent, the GOES may
obtain dishursements of funds under the Loan or the Gvant for the Foreign
Exchange Costs of goods or services required for ¢’ .~ Prcject in accordance
with the terms of this Agreement, by such of the following methods as
may be mutually agreed upon:

(1) by submitting to A.I.D., with necessary supporting docu-
mentation as prescribed in Project Implementation Letters, (i) requests
for reimbursement for such goods or services, or (ii) requests for
A.I.D. to procure cormmodities or services in the GOES' behalf for the
Project; or
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(2) by 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 such 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.I.D. to pay such contractors or suppliers for
such goods or services,

SECTION 8,2, Disbursement for Local Currency Costs.

(a) After satisfaction of conditions precedent, the GOES may
obtain disbursements of funds under the Loan or the Grant for Local
Currency Costs reguired for the Project in accordance with the terms of
this Agreement, by submitting to A.I.D., with necessary supporting
documentation as prescribed in Project Implementaiion Letters, requests
to finance such costs.

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

(1) by acquisition by A.I.D. with U.S. dollars by purchase;
or from local currenzy already owned by the U.S. Government; or

(2) by A.I.D. (i) requesting the GNIZS to make available the
local currency for such costs, and (ii) thereafter makinp available to
the GOES through the opening or amendment by A.I.D. of Special Letters
of Credit in favor of the GOES an amcunt of U.S, Dollars equivalent to
the amount .of local currency m=de availabie by the CCES which dollars
will be utilized for prccurcncns from the United States under appropriate
procedures described in Project Implementation Letters.

The U, S. dollar equivalent of the local currency m:de available hereunder
will be, in the case of subsection (b) (1) above, the amount of U.S.
dollars required by A.I.D. to obtain the local currency, and in the case
of subsection (b) (2) above, an amount calculated at the rate of exchange
specified in the applicable Special Letter of Credit Implementation
Memorandum hereunder as of the date of the openinz or amendment of the
applicable Special Letter of Credit.

SECTION 8.3. Other Forms of Disbursement. "Nisbursements of the
Loan or the Crant may also be made through such other means as the-
Parties may agree to in writing.

SECTION 8.4. Rate of Exchange. Fxcept as may be more specifically
provided under Section 8.2, if funds provided under the Loan are introduced
into E1 Salvador by A.I.D. or any public or private agency for purposes
of carrying out obligations of A.I.D, hereunder, the GOES will make such
arrangements as may he necessary so that such funds may be converted
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into currency of Fl Salvador at the highest rate of exchange which, at
the time the conversion is made, is not unlawful in El1 Salvador.

SECTION 8.5. Date of. Disbursement. Disbursements by A.I.D, will
be deemed to occur (a) on the date on which A.I.D. makes a disbursement
to the GOES or to a bank, contractor or supplier pursuant to a Letter of
Commitment, or credit; (bh) on the date on which A.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: Miscellanocus,

SECTION 2.1. Investment Guaranty Project Anproval. Construction
work to be financed under this Agreement is agreed to be a project
approved by El Salvador pursuant to the agreement between it and the
United States of America on the subject of investment guaranties, and no
further approval by F1 Salvador will be required to permit the United
States to issue Iinvestment guaranties under that agreement covering a
contractor's investment in that project.

SECTION 2.2, Communications. Any netien, request, document, or
other communication submitted by either Tarvv to the other under this
Agreement will be in writing or by telegram or cable, and will be deemad
duly given or rent when delivered to such Patvty at the following address:

To the GOES:

Mail Address:

Mr. Minister

Ministry of Tublic Vorks
Palacio Macional

San Salvador, Fl Salvador, C. A.
To A.I.D.:

Mail Address:

Director, USAID/Mission to El Salvador
American Fmbassy,

San Salvador, F1 Salvador, C. A.
Alternate address for telegrams:
USAID

American FEmbassy
San Salvador, El 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.1.D.

SECTION 9.3. Representatives. For all purposes relevant 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. 1In 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.

JE T

|
Roberto Saldzar Candell Robert E. White

THE REPUBLI

By:

Title: Minister of Planning Title: Ambassador

By: s By:% 4/ Wn
Jorge Albart Hbfgles G. Peter W. Askin
|
Title: Minister of Public Wo Title: Acting Director, USAID/E1 Salvador-




Project Description
Annex T

A, Purpose

The specific purpose of the Fmployment Project is, in the short
run, to increase employment and income opportunities for un-and under
employed laborers and to institutionalize the optimum use of labor-
intensive public works sub-projects to absorb surpnlus labor and increase
incomes.

B. Description

The Project cenrists of three elements: (1) the creation of an
Fnployment Fund to ifiunann2 the construction of labor-intensive sub-
projects; (2) assistance in the design, managemcnt and implementation of
sub-projects; and, (3) assistance in strengthening the labor-intensive
public works sector.

To initizte the Project, an Fmergency Fmployment Fund will be
created in the Ccritral Reserve Rark by the COES to finance the costs of
labor and meterials required for the construct’on of sub-project activ-
ities. Implementation of the Project will thcn he undertaken by five
major agencics -— tuo of these agencies are ilvectly under the Ministry
of Tublic Works (Diractorate of Roads and the Directorate of Urbanization
and Architecture, TCA): one is a semiautoncnrous agency which operates
under the direction of the 1PV (Matiow:] Alrinistration of Aqueducts and
Sewers, AMDA); and two are divactouates of the *finistry of Apriculture
and Livestock, MAC (Direztorate of Natiouul Tenewable Pesources, NGRNR)
and (Directorate of Liwvestecl, DGE). Overall coordination of sub-
project execution by the respective agencies will bz the responsibility
of the Ministry of Public Yorks through the Snecial Tcucurces Office
(SR0).

Tha SR0O will be staffed by a civil engineer administrator; two
assistant engineers and one financial manager funded under the loan;
five assigned construction inspectors; two accountants; three secretaries;
and supporting percsennel (drivers, messengers) for the life of the
Project. 1Initially, two consulting engineers, and tvo social promoters
will also be funded under this loan and provide required technical
suppert for all SRO operations. Three additional engineer consultants
will be employed at a later time. Planning liaison representatives from
tine Ministries of Planning, Public Hlealth and Agriculture 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 Ministries (i.e., Natural Resources and Livestock Divisions of
the Ministry 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,

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

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

- Manage emergency employment fund revolving account.

- Fvaluate and recommend modification of sub-project procedures

and practices where appropriate.

Following establishment of the SRO, it will select sub-project
activities ready for immediate implementation which have high priority
and for which there is an expressed demand. I general, sub-projects
will comprige urban streets and drainage improvement, rural and urban
water supplies and storage, rural access rozds, snall access bridses,
food storage facilities, reforestation and so0il comservation. Prior to
authorizing the execution of sub~-proijects, they will be evaluated
against the following selection criteria:

- Local labor centent. Mo sub-projact with less than a 40%
labor/total couut ratio can be financed. Sub-projects with the
highest labor content will be given prirortty.

- Development priority and socio-economic benefits.

- Environmental benefits.

- Revenue producing and/or maintenance saving potential,
- Readiness for implementationm.

- Non~duplication with other donor or AID vrojects.

In order to spread potential benefits as widely as possible, sub-
projects have been identified throughout the country. Approximately 607
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 San 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 MPW
and M~ 1d 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 MPY and iIAG to avoid implementation delays 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 employnont stratepy, (k) the design and management of
labor-intensive public works programs, (c) the choices of alternative
technologies and, (d) evaluation of the Project. The grant will enable
the GOES to expand its capacity and knowledge in these areas and develop
an appropriate labor-intensive public works program as a long term
employment effort.

C. A.I.D. and GOLS Commitments

AID will provide loan and grant funds in support of the Project
which will be used for:

(1) creation of an Emergency Fmployment Fund to finance high
priority, labor intensive public infrastructure and land
improvement/conservation sub-projects;

(ii) equipment and vehicle spare parts;

(iii) approximately 12 person months of technical assistance and 6
person months of training for staff in the .linistries of
Planning, Public 'orks, 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 0Office (SR0) for sub-project construc-
tion, implementation and work certification assistance.

The GOES will create the FEmergency Employment Fund in the Central
Reserve Bank and will establish the SRO and provide for its necessary
staffing, administration and salary of all GOFS nersonnel working in the
SRO. The GOES will also provide all Project vehicles and 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 increment, to proceed. $5.15
million in counterpart resources are allocated to the Fund, $3.43 million
of which are obligated by the Agreement and the remaining $1.72 million
of which are planned for obligation at the time A,I.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 ESTIMATE (In US $000)

GOES
A.I.D, Counter
Loan Grant Total part TOTAL

Emergency Fmployment Fund
Urban Infrastructure Subprojects 7,300 - 7,800 1,027 8,827
Rural Infrastruzture Subproject 3,700 — 3,700 941 4,641
Land and Conservation Subprojects 3,100 - 3,100 532 3,632

SUB-TOTAL 14,600 - 14,600 2,500 17,100
Design and Mgmt. Improvement
Hin. of P.W. Special “esources
Office 200 - 270 659 350
Spare Parts 200 - 09 - Z200
Implementing Agency Management == : — = 2,000 2,000

SUB-TOTAL 400 — 400 2,650 3,050
Strengthening of Public Works
Sector
Project Fvaluation - 25 25 - 25
Tech, Assistance and Training - 100 100 — 100

SUB-TOTAL 15,000 125 15,125 5,150 20,775

*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. funding
in excess of $10,000,000 Loan 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 Project Standard Provisions

Annex 1I

Definitions: As used in this Annex, the "Apreement' refers to the
Project Loan and Grant Agreement to which this Anrex is attached and of
which this Annex forms a part. Terms used in this Annex have the same
meaning or reference as in the Agreement,

Article A: Project Implementation Letters. To assist in the Implementa-
tion of the Project, A.I.D., from time to time, will issue Project
Implementation Letters that will furnish additional information about
matters stated in this Acreement., The parties may also use jointly
agreed-upon Project Irmlementation Letters to confirm and record their
mutual understanding on aspects of the implementation of this Agreement.
Froject Implementation Letters will not be used to amend the text of the
Agreement, but can be used to record revisions or exceptions which are
permitted by the Apreement, including the revision of elements of the
amplified deccription of the Project in Annex 1.

Article B: General Covenants;

SECTION B.l, Consultation, The Parties will cooperate to assure
that the purpose of this Agreement will be accomplished. To this end,
the Parties, at the request of either, will cuchange views on the progress
of the Project, the performance of obligaticns under this Agreement, the
performance of any censultants, contractors, or supnpliers engaged on the
Project, and other mattiis relaring vo the Project.

SECTION B.2, Fxecvtion of Project. The GOLS will:

(a) carry out the Project or cause it to be carried out with
diie diligence and efficiency, in conformity with sourd technical, financial,
and management practices, and in conformity with those documents, plans,
specifications, contracts, schedules, or other arrangements, and with
any modifications therein, approved by A.I.D. pursuant to this Agreement;
and

(b) provide qualified and experienced manapgement for and
train such staff as mey 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 successful achievement of the purposes of the Project.
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SECTION B.3, Utilization of Goods and Services,

(a) Any resources financed under the Assistance, will, unless
otherwise agreed in writing by A.1.D., be devoted to the Project until
the completion of the Project, and thereafter will be used 80 as to
further the objectives sought in carrying out the Project.

(h) Goods or services financed under the Assistance, except
as A,I.D. may otherwise agree in writing, will 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.I.D. Geographic Code Book as
in effect at the timz of such use.

SECTION B.4., Tawutiom,

{a) This Agrecment and the Assistance will be free from, and
the Pri:cipal and interest will be paid free from, any taxation or fees
imposed under laws in effect in the territory of the GOES.

(b) To the extent that (1) any contractor, including any
consulcing firm, any personnel of such contvractor financed under the
GOES and any property or transaction relating to such contracts and (2)
any commodity procurement transaction financecd under the Assistance are
not exempt from identifiable taxes, tariffa, duties, or other levies
imposed under laws in effect in the territory of the GOES, the GGEE
will, as and to the extent provided in and pursuant to Projezt Implementa-
" tion Letters, pay or reimburse the same with funds other than thoce
provided under the Assictance.

SECTION B.5. Reports, Pocords, Inspectionsg, Audit. The GOES
will:

(a) furnish A.I,D, such information and reports relating to
the Project and to this Agreement as A.I.D. may reasonably request;

(b) maintain or cause to be maintaiuned, in accordance with
generally accepted accounting principlec and practices consistently
applied, books and records relating to the Project and to this Apreement,
adequate to show, without limitation, the receipt and use of goods ard
services acquired under the Assistance. Such books and records will be
audited regularly, in accordance with generally accepted auditing standards,
and maintained for three years after the date of last disbursement by
A.1.D.; such books and 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 financed by such Party, and books, records, and other
documents relating to the Project and the Assistance.

SECTION B.6. Completeness of Information. The COES confirms:

(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
agreement with A.T.D. on the Assistance, are accurate and complete, and
include all facts and circumstances that might materially affect the
Project and the discharge of responsibilities under this Agreement, and

(b) that it will inform A.I.D. in a timely fashion of any
.cubgequent facts and circumstances that might materially affect, or that
it is reascnable to believe might so affect, the Project or the discharge
of responsibilities under this Agreement.

SECTION B.7. Other Payments. GOES affirms that no payments have
been or will be received by any official of the GOES in connection with
the procurement of goods or services financed under the Assistance
except fees, taxec, or similar payments lepally established in the
country of the GCLS,

SECTICN B.8. Information and Marking. The GOLS will give appropriate
publicity to the Assistance and the Project o5 a program to which the
United States has contributed, identify the Project site, and mark goods

financed by A.I.D., as described in Project Implementation Letters.

Article C: Procurcmens Preoviedions.

SECTION C.1. Spezinl Fules.

(a) The source and origin of ocean and air shipping will be
deemed to be the ocean vessel's or aircraft's country of registry at the
‘time of shipment.

(b) Premiums for marine insurance placed in the territory of
the GOFS will be dcened an eligible Foreign Fxchange Cost, if otherwise
eligible under Section C.7(a). :

(¢) 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 described in a Project
Implementation Letter,

SECTION C.2. Fligibility Date. No goods or services may be financed
under the Assistance 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 writing.

SECTION C.3." Plens, Specifications, and Contracts. In order for
there to be mutual agreemeat on the following wmatters, and except as the
Parties may otherwise agree in writing:

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

(1) any plans, specifications, procurement or conscrucgion
schedules, contracts, or other documentation relating to goods or services
to be financed under the assistance, including documentation relating to
the prequalification and selection of contractoers and to the solicitation
of bids and proposals. Material modificatisns in such documentation
will likewise be furnished A.I.D. on preparation;

(2) such documentation will also be furnished to A.I.D.,
upon preparation, relating to any pnods or services which, though not
financed under the Assistance are deemed bv A.I.D. to he of major import-
ance to the Project. Aspects cof the Project involving matters under
this subsection (a) (2) will be identified in Proicct Tmplementation
Letters;

(b) DNocuments related to the prequalification of contractors,
and to the solicitation of bids or proposals for poods and services
financed under the Assistance will be approved by A.I.D. in writing
prior to their issuance, an. their terms will include United States
standards and measurements;

(¢) Contracts and contractors financed under the Assistance
for engineering and other professional services, for construction services,
and for such other services, equipment, or materials as may be specif%ed
in Project Implementation Letters, will be approved by A.I.D. in writing
prior to execution of the contract. Haterial 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 contractors used by the GOES for the Project but not financed
under the Assistance shall be acceptable to A.I1.D.

SECTION C.4. Reasonable Price. No more than reasonable prices
will be paid for any goods or services financed, in whole or in part,
under the Assistance. Such items will be procured on a fair and, to the
maximum extent practicable, on a competitive basis.

SECTION C.5. ™otification to Potential Suppliers. To permit all
United States firms to have thc opportunity to participate in furnishing
goods and services to be financed under the Assistance the GOES will
furnish A.I.D. such infovaation with regard thereto, and at such times,

as A.I.D. may request in Project Implementation Tettors.

SECTION C.6. Shipping.

(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 included in A.I.D, Gecpraphic Code 935 as in effect
at the time of shipment: or

(2) on an ocean vessel which A.I.D., by written notice
to the GOES, has designated as ineligible; or

(3) under an ocesn or air charter which has not received
prior A.I.D. appreval,

(b) Costs of ncean or air transportation (vf goods or persons)
and related delivery servircs may not be finenced uader the Assistance,
if such goods or persons are carried:

(1) on an ocean vessel under the flas of a country not,
at the time of shipment, identified under the parapraph of the Agreement
entitled "Procurement Source: Foreign Exchange Costs,'' without prior

vritten A.I.D. approval: or

(2) on an ocean vessel which A.I.D., by written notice to
the Cooperating Country, has designated 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 bulk carriers, dry cargo liners
and tankers) financed by A.I.D. which may be 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 achieved with respect to both any cargo transported
from U.S. ports and also any cargo transported from non-U.S. ports,
computed separately.

SECTION C.7. Insurance.

(a) Marine insurance on goods financed by A.I.D. which are to
be transported to the territory of the Cooperating Country may be financed
as-a Foreign Exchange Cost under this Agrecment provided:

(1) such insurance is placed at the lowest available
competitive rate, and

(2) claims thereunder are payable in the currency in
which such goods were financed or in any frecely convertible currency. If
the GOES by statute, decree, rule, regulation, or practice discriminates
with respect to A.I.D.-financud procurement apcinst any marine insurance
company - authorized to do business in any State of ti« United States,
then all goods shipned 5 the territory of the GORS rfinanced by A.L.D,
hereunder will be insurcd against marine risks aud such insurance will
be placed in the United States with a company or companies authorized to
do a marine insurance business in a State of the Uni:ad States.

(b) Excepot as A.I.D. may otherwise agree in writing, the GOES
vill insure, or cause to be 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 will
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 poods insured or will be used to reimburse the
GOES for the replacement or repair of such goods. Any such renlacement
will be of source and origin of countries listed in A.I.D. Geugraphic
Code 935 as in effect at the time of replacement, and, except as the
Parties may agree in writing, will be otherwise subject to the provisions
of the Agreement.
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SECTION C.3, 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 may be used to finance
the costs of obtaining such property for the Project.

Article D: Termination; Remedies,

SECTION D.1l. Cancellation by GOES. The GOES, may, by giving
A.I.D. 30 days written 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, TFvents of Default; Acceleration. It will be an
"Event of Default'" if the GOLS shall have failed:

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

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

(¢) to pay when due any interest or installment of Principal
or other payment required under any ctker loan, guaranty or other agree-
ment between the GOES. or any of its agencies and A.I.D. or any of its
rredecessor agencies. If an Lvent of Default chall have occurred, then
A.I.D. may give thz GOES notice ihat all or any part of the unrepaid
Principal wiil be due and payable cixty (60) days thereafter, and,
unless such Event of Default is cursd within that time:

(1) such unrepaid Principal and accried interest hereunder
will be due and payable irmediately, and

. (2) the zrount of any further disbursements made pursuant
to the outstanding ccmuitments to third parties or otherwise will
beccme due and payable as soon as made.

SECTION D.3. Suspension. If at any time:
(a) an Event of NDefault has occurred; or
(b) an event occurs that A.I.D. determines to he an extra-
ordinary situation that makes it improbable either that the purpose of

the Assistarice will be attained or that the GOES will be able to perform
its obligations under this Agreement; or
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(c) any disbursement by A.I.D, would 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 loan,
guaranty, or other agreement between the GOES or any of its agencies and
the Government of the United States or any of its agencies;

Then A,.I.D. may:

(1) suspend or cancel outstanding commitment documents to the
extent they have not been utilized through irrevocable commitments 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 outcide El Salvador, are in a deliverable state and have
not been offloaded in ports of entry of El Salvedor. Any disbursement
made under the Loan with respect to such transferred goods will he
deducted from Principal.

SECTION D.4, Cancellation by A.I1.D. If, within sixty (63) days
from the date of any suspension of dishursements pursuan-: to Section
D.3, the cause or causes thereof have not been corrected, A.I.D. may
cancel any part of the Assistance that is not then disbursed or irrevocably
committed to third parties.

SECTION D.5. Continued Fffectiveness of Aereemont, MNotwithstanding
any cancellation, suspeusion of disbursements, or acceleration of repay-
ment, the provisions of this Agreement will continue in effect until the
nayment in full of all Principal and accrued interest hereunder.

SECTION D.6. Refunds.

(a) In the case of any disbursement which is not supported by
valid documentation in accordance with this Agreement, or which is not
made or used in accordance with this Apreement, 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 ¢. wuc GOES to comply with any of it§
obligations under this Agreement has the result that goods or services
financed under the Assistance are not used effectively in accordance
with this Agreement, A,I.D., may require the GOLS to refund all or any
part of the amount of the disbursements under this Agreement for such
goods or services in U.S. dollars to A.I.D., within sixty days after
receipt of a request therefor.

(¢) The right under subsection (a) or (b) to require such a
refund of a disbursement will continue, notwithstending any other provi-
sion of this Agreement, for three years from the date of the last disburse
‘ment under this Agreement.

(1)
(1) Any refund under the preceding subsection, or

(2) any refund under Subsection (a) or (b) or (3) any
refund to A.I.D. from a contractor, supplier, bank, or other third party
with respect to gouods or services financed under the Assistance which
refund relates to an unreasonnble price for or erroneous invoicing of
goods or services, or to goods that did vot conform to specificationms,
or to services that were inadequate, will:

A. be made available first for the cost of goods
and services required for the Prcject, to the extent justified, and

R. the remaiuder, if any, (i) if derived from Loan
funds, will be applied o the inztallments of Principal in the inverse
order of their maturity ond the amount of the Loan reduced by the amount
of such remainder, and (ii) if derived from Grant fuads, will be applied
to reduce the amount of the Grant.

C. Any interest or other earnincgs on frant funds
disbursed by A.I.D. to the GOES under this Agrcement prior to the author-
ized use of such funds for the Project will be returned to A,I.D. in
U.S. Dollars by the GCES.

SECTION D.7. Nernwaiver of Remedies. MNo delay in exercising.any
right or remedy accruirg to a Party in connection with its financing
under this Agreement will be construed as a waiver of such right or
remedy.

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





