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% 2PROJECT SUHMAKY DESCRIPTION¥%**
Grant and loan ale provided to the Government of El Salvador
(60ES) to support its acrarian reforw program. #Project
consists of two components. Coanponent one focuses on iarmer
organization and training.
The National Center for Agricultuoral Training (CENCAP), with
the help of other GOES ayencies, will ilmplement a three-part
training program. In phase one, CERCAP will train some 240
each technicians and promoters from the dinistry ot
Agriculture's (#a6) Agrarian keform Institute (ISTA) in
methods of campesino cducation, cooperative orgyanization, and
farm -dministration; and as many as 1,500 leaders of caupesiuo
associations in leadershbip, farm administration, group
consciousness, Lecojnition of membership needs, aud
interagency resource identification and coordination. This
latter training will be reinforced by CENCAP mobile training
teams. ISTA technicians will initiate on—-farm traininyg of
campesinos in cormunity «nd agrariahk development. In phase
two, ISTA technicians and promoters will be trained to condact
seminare for asscciation lesders in technical, administrative,
and organizational corientaticn; as well as techmnical trainiang
courses in areas such as eleaentary farm muhagesent,
agricultural mechanization, and the standard accounting
system. With the help of CLRCAF wobile units, IsSTA tralneces
#11l then train associatiou leaders in these areas, directing
them towardas a statc of independent seli-mahageuent.
Attainment of the latter will Lbe iptensively sought in the
short—teras semihars 10or association leaders that will
constitute phase three ! the proyiadae
A credit mechanism for come 40,900 members ol campesino
associations or cooperatives will be testede. Two credit lines
Wi’ l be estabiiched——a short-term/hich interest iine ior
immediate needs, aud a nedium—term line fol permanent
improvements. Agriculturadi bevelopment sank personnel will be
trained in agricuitural credit planning, loan management and
other related courses. In addition, 1S5fA will develiop for
implementation in each campesino assoclatlion an
accounting/information cystem, and wiil support the system for
at least one veal
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#%¥PROJECT SUHMARY DESCRIPTIOHNF®*
Grant and loan are provided to the Government of El Salvador
(GOES) to support its agrarian reioru program. Project
consists of two cemponents. Component two is aimed at
improving GOES capability to plan, implement, and evaluate the
reform. GOLS sector agencies will iamplement the prnject with
technical assistsuce from USAID and Technocerve, Ince.
In order to broaden the number of reiforim bemeficiaries,
permanent employment opportunities for presently untitled
rural poor will be increased. The Sectoral Office of
Agricultural Planning (OSPA) will analyze facm needs and
potential, especially of underutilized haciezudas and those
with surplus labor, and will make recommendations for land use
patterns and campesino capioyment. 7This analysis will be
conducted by the 0SPA central office and by four specially
trained OSPA fiecld teans.
GORS will bLe assisted in implementing the Land—-to—the-Tliller
reform with the help of one each long—term agrariah reftorm and
systems ana procedures specialists, as well as short-tern
organizaticnal management speciaiists. The Hational Ceater
for Agricultural Training (CERCAP) willi conduct a
“training-ior-treiners™ program for #atioumal Techrnology Center
(CERTA) personnel responsibie for field implementation or this
reform. A total of 14 departmental coordinators, 42 ageucy
supervisors and 268 fieid level lana refora agents will be
trained in implcoentation regyulations, provisiomal titling,
operational plans for implementation, etc., and wili be
mobilized tor field data coalection and title issuance. The
Hinistry ot Agriculture and Livestock, using the media and
caipesino iileld promoters, will iniforw peneficiaries ana
landowners of the reform policies ana prfoylahia.
Finally, to upgrade GOLS capability ifcer rerorw plaaning, an
Agrarian Reforw Plaaning, Folicy and kvaivation Division will
be established within OSPA. R lory-term ayricultural planning
advisor and a iorg-tarm planning and reseurch asdvisor will
Assist OSPA in establishince the new Livision. Additional
assistanpce in data processing, colnputer programminyg and
information analysis will be provideu as required.
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PROJECT AUTHORIZATION

Name of Country: El Salvador
Name of Project: Agrarian Reform Organization
Number of Project: 519-0262

L Pursuant to Sections 103 and 531 of the Foreign Assistance Aet of 1961, as
amended, I hereby authorize the Agrarian Reform Organization project for El Salvador
(the "Cooperating Country") involving planned obligations of not to exceed Eleven
Million Seven Hundred Fifty Thousand United States Dollars ($11,750,000) in loan funds
("Loan") and Three Million Two Hundred Fifty Thousand United States Dollars
($3,250,000) 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.D. OYB/allotment process,
to help in financing foreign currency and locel currency costs for the project.

2. The project ("Project") will initiate the agrarian reform's farmer organization
and training activities, reinforce its implementation, strengthen planning and evaluation
capabilities, and will increase the availability of credit for beneficiaries of the
Salvadoran Agrarian Reform by helping to strengthen the capability of the Banco de
Pomento Agropecuario ("BFA") to provide for the special credit requirements arising
from the Salvadoran Agrarian Reform.

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

R Interest Rate and Terms of Repayment (Loan)

The Cooperating Country shall repay the Loan to A.LD. in U.S. Dollars within
twenty-five (25) yvears 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 (i0)
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 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. Geographic
Code 94}, or in countries that are members of the Central American Common
Market, except as A.LD. may otherwise agree in writing. Ocean shipping financed
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by A.LD. under the Loan shall, except as A.L.D. may otherwise 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 of Goods and Services (Grant)

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

. d. Conditions Precedent to Disbursement for Credit Activities (Loan and
Grant)

4} Prior to eny disbursement, or the issuance of any commitment
documents under the Project Agrcement, to finance credit activities, other
than technical assistance, the Cooperating Country shall, except as A.LD.
may otherwise agree in writing, furnish to A.LD., in form and substance
satisfactory to A.LD., evidence that the BFA has established the BFA
Credit Facility for members of Campesino Unions, specific lending proce-
dures and a mechanism for short-term production credit and for medium
term credit for agriculture, agro-industry and cottage industry activities.

(2) Prior to any disbursement, or the issuance of any commitment
documents under the Project Agrcement to finance credit activities, other
than technical assistance, the Cooperating Country shall, except as A.LD.
may otherwise agree in writing, furnish to A.L.D., in form and substance
satisfactory to A.LD., evidence that the BFA has:

(a) - a directive establishing the line of credit and procedures tor
lending credit for the BFA Credit Facility;

(b) a plan to advise and assist unions in personnel orientation
and delivery of credit;

(c) a financial plan for the use of credit through the BFA Credit
Racility;

(d) established the terms under which credit w111 be provided,
including interest rates and maximum amount.

e. Condition Precedent to Disbursement for the Special Cooperative Associa-
tion Line of Credit (Loan)

Prior to any disbursement, or the issuance of any commitment documents under
the Projeet Agreement, to finance the Special Cooperative Association Line of
Credit, the Cooperating Country shall, except as A.LD. may otherwise agree in
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writing, furnish to A.LD., in form and substance satisfactory te A.LD., evidence
that the Special Cooperative Association Line of Credit has been established

~and <¢an be used for crop production credit, medium and long-term investment
requirements, and hacienda administrative requirements.

f. Condition Precedent to Disbursement for Computer Services (Loan and
Grant)
St

Prior to any disbursement, or the issuance of any ecommitment documents under
the Project Agreement, to finance computer services, other than technical
assistance, the Cooperating Country shall, except as A.I.D. may otherwise agree
in writing, furnish to A.LD., in form and substance satisfactory to A.LD., an
analysis of how the computer applications included in the Project will be carried
out. The analysis shall consider: :

® the advantages and disadvantages of renting as opposed to A.LD.
purchasing, and

(2) the use of a network eomputer system for the reform sector, taking
into account existing installed capacity, the information dimensions of the
reform process and the computer companies established in El Salvador.

g. Waiver (Loan)

Motor vehicles financed by A.LD. under the Project and having a value of
approximately $420,000 shell be purchased on a competitive basis, but may be
procured without publication in the Commerce Business Daily or other means
of international publication.

h. Waiver (Grant)

Competition for the procurement of technical assistance for the Farmer
Organization and Training Component of the Froject is hereby waiv.. end a
single-source contract may be negotiated with the American Institute for Free
Labor Development in an amount not to exceed $1,600,000.
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A. Face Sheet

B. Table of Contents

C. Recomendations

1. USAID/El Salvadoxr reccﬁﬂéndf authorization of a optent
loan for $11.75 million and a grant of $3.25 million for the Agrarian

Reform Organization Project. 1/ The loan shall be repaid to AID in United
States dollars within twenty five years from the date of the fund disburse-
ment, including a grace period of not to exceed ten years. The rate of
interest shall . be 2% during the grace pericd and 3% thereafter.

D. Borrower/Grantee

The Borrower/Grantee will be the Govcinment of E1 Salvador. The Office
of the Sub-Secretary of Agriculture will be responsible for owverall imple-
mentation of the project. The major implementation entities include Sal-
vadoran Agrarian Transformation Institute (ISTA), National Center of
Agricultural Technology (CENTA), National Center for Agricultural Train-
ing (CENCAP), Office of Agricultural Sectoral Planming (OSPA), a new
mortgage banking entity formally known as the Financial Corporation for
Agrarian Transformation (COFINTA), and the Agriculture Development Bank
(BFA) .

E. Project Summary

The project is designed to support implementation of the Agrarian
Reform Program in E1 Salvador. Its purpose is to initiate the agrarian reform's
rarmer organization and training activities, reinforce implementation of the
reform, and strengthen the Government's planning and evaluation capabilities.
The project was originally proposed as part of the Agrarian Reform Sector Phase I
PID. Howevar, because of the urgent need for credit resources,that component
was removed from the project, and a separate project, the Agrarain Reform Credit
Project (519-0263), was prepared. The Agrarian Reform Organization Project
provides additiona! resources for credit and expands support for development
of the institutions that are responsible for implementing the agrarian reform
program.

There are three major components in this project: (1) Farmer or-
gaenization and training providing gggggggg%, farm management and techni-
cian training; credit through special facilities established in the BFA,
one for cooperative associations of the reform sector and the other for

demdcratic farmer unions, and development of a multipurpose, unified ac-

1/ The grant will be financed by $2.6 million of Economic Support Funds and
650,000 of Development Assistance funds.
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counting system to facilitate improved farm management; (2) Reform
Administration establishing a multipurpose, long range farm planning
system, and support for implementation of the Land-to-the-Tillexr Program
(3) the creation of a Reform Planning and Evaluation unit in OSPA.

In sum, the project seeks to_support the efficacious implementa-
tion of the land reform through technical and material assistance for
the implementation of the Iand-to the Tiller Decree and to initiate the

process of consolidating the ¥eform that bégan on March 6th w1th “the 7

intervention of haciendas larger than 500 hectares. The e project provides
for planning, organization, training and credit for the reform sector,
which are essentlal to the refbrﬁxs success. This pmcgect&Atogethar
with the Agrarlan Refornxcxedlt Project authorized on June 28, 1980,
constltutes the first installment of the Mission's préigraiied Agrarian
Reform Sector Program. The successful implemsntation of these two pro-
jects 'will create the basis for an accelera*ed reform, whose vision is
more clearly defined and whose people and institutions are better pre-
pared to carry the reform forward toward the realization of its ultimate
goal-growth with equity.

F. SUMMARY FINANCIAL TABLE
AID TOTAL
COMPONENT LOAN GRANT  GOES PROJECT
I. Farmer Organization anr
Training 8,060 2,360 1,000 11,410
II. Reform Administration 2,195 480 5,000 7,675
III. Planning and Evaluation 550 200 - 750
IV. Contingencies and Inflation 955 210 - 1,165
TOTAL 11,750 3,250 6,000 21,000

G. Conditions and Covenants

We propose to include the following conditions precedent to disburse-
ment in the project agreement.

1. Prior to.any.disbursement of funds in support of credit acti-
vities financed by this assistance, other than technical assistance, the GOES
will provide to AID evidence that BFA has established the BFA Credit Facility
for Members of Campesino Unions, specific lending procedur2s and a mechanism
for short-term production credit and for medium-term credit for agriculture,
agro-industry and cottage industry activities. This will
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include (a) a directive establishing the line of credit and procedures for
lending the credit; (b) a plan to advise and assist unions in orientation
of personnel and delivery of credit; (c¢) a financial plan for the use of
the BFA credit facility; and (d) terms undew which the credit will be pro-
vided, including interest, maximum amount, etc.

2. Prior to any disbursement for the Special Cooperative Asso-
ciation Line of Credit the GOES shall provide evidence that such a special
line has been established which can be used for (a) crop production cred-
it, (b) medium and long-term investment requirements, and (c) hacienda
administrative requirements.

3. DPrior to any disbursement for computer services, an analysis of
the computer applications included in this project will be carried out.
That analysis will take into account: (1) the advantages and disadvantages
of renting versus AID purchasing, and (2) the use of a network computer system
for the reform sector, taking into account existing installed capacity, as
well as the information dimensions of the reform process, and the com-
puter companies established in El Salvador.

H. Waivers

e e o N o ——— e e e~ e m e e e - . U —

Mission requests two waivers: (1) a waiver of normal U. S. adver-
tising regulations and authority to enter into negotiated procurement for
up to 35 vehicles costing approximately $420,000; and (2) a single source
waiver to permit negotiation of & $1.6 million contract for technical
assistance in campesino training. Justifications for these waivers are
provided in the Action Memorandum requesting authorization of the project.



ACOPAT

BFA

BID

CATIE

CIs

DIDECO
FAO

IBRD

IICA

- vii ~-

LIST OF ACRONYMS

Asociaciones Cooperativas de Produccibn Agropecuaria Integradas
(Cooperative Associations of Integrated Agricultural Production)

American Institute for Free Labor Davelopment

Banco de Fomento Agropecuario
(Agricultural Development Bank)

Banco Interamericano de Desarrollo

Centro Agronfmico Tropical de Investigacifn y Ensefanza (Costa
Rica) -- El Salvador is co-participant

Centro de Campesinos Salvadorefios
(Saivadoran Campesino Center)

Centro Nacional de Tecnologia Agropecuaria
(National Technology Center)

Central de Trabajadores Salvadorenos
(Salvadoran Workers Center)

Departamento de Asociaciones Agropecuarias
(Department for Agricultural Associations)

Direccibn General de Econamia Agropecuaria
(General Directorate for Agricultural Economy)

Direccidn de Desarrollo Comunal
(Direciorate for Cammnal Development)

Food and Agiticulture Organization
(E1 Salvador is co-participant)

International Bank for Reconstruction and Davelopment

Instituto Interamericano de Ciencias Agricolas
(Inter-American Institute for Agricultural Sciences)

Instituto Centroamericano de Administracidén de Empresas
(Central American Institute for Business Administration)
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INSAFOOOOP -~ Instituto Salvadorefio de Fanento Cooperativo
(Salvadoran Institute of Cooperative Development)

IrA = Instituto Regulador de Abastecimientog
(Institute for the Regulation of Provisions)

ISTA - TInstituto Salvadoreio de Transformacifn Agraria
(salvadoran Institute for Agrarian Reforim)

JRG Junta Revolucionaria de Gobierno
(Revolutionary Governing Junta)

MAG - Ministerio de Agricultura y Ganaderia
(Ministry of Agriculture and Livestock)

ORDEN - Organizacién Damocrética Nacionalista
(Nationalist Damocratic Organization)

OSPA - Oficina Sectorial de Planificacién Agropecuaria
(Sectoral Office for Agricultural Planning)

ucs - Unién Cammnal Salvadorena
(Salvadoran Communal Union)



II. BACKGROUND

On March 6, 1980, the Junta Rsvolucionaria ds Gobierno (JRG) initiaiced
El Salvador's agrarian reform by decresing its basic law and by intervening
and turning over to campesino associations 238 holdings greater than 500 has.
The holdings contain alwost 251,000 has. and include scme of the country's
best farm lands. That bold stroke an affront and serious blow to the power
held by the small elite which has oontrollad El Salvador since its independence,
was followed on BApril 28, 1980 by an equally radical measure. The JRG issued
the so-called "Land-to-the-Tiller"(Decree 207) which will give an estimated
160,000 renters, share-croppers, and colonos the opportunity to became the
owners of the land which they work, some 200,000 has. These two measures have
already affected 31% of El Salvadov's farm lands. The basic law also decrees
as affectable holdings katween 100 and 500 has. These holdings which have been
dubbed "Phase II" total an estimated 343,000 has. on some 1700 to 1800 farms.
The JRG has stated that Phase II of the reform would not be initiated in 1980.
When El Salvador's reform is fully implemented, it will have affected well over
half of the country's farm land.

For further background information on the nature of the reform, its back-
ground, its progress to date, its problems, and its economic and social environ-
ment the reader is referred to the Mission's Agrarian Reform Sector Strategy
Statement which is being reviewed concurrently with this PP and is incorporated
into it by reference. That strategy statement also discusses the relationship
between the reform's phases and its expected impact on our target group;
quantifies its enormous financial and foreign exchange costs, discusses and
analyzes the financial, institutional and policy constraints that the reform's
implementation faces; explores El Salvador’s current macro—economicC problems;
proposes strategy objectives for external assistance to the reform; discusses
the role of other donors; proposes an annual bilateral foreign assistance level
of $85,000,000 for the FY 1980-FY 1984 period, which wouid be funded almost
entirely by ESF and PL-480 and of which $50.0 million would be targeted for *+he
reform sector through a series of sector programs; and finally, it proposes a
new foreign assistance program initiative -- a $400 million AID Commercial
Lending Guarantee Program for the GOES.

IIT. RATIONALE AND DESCRIPTION

A. Rationale

1. Relation of the Project to the Sector Program

The overall AID strategy for supporting the Agrarian Reform Sector
is fully described in the Agrarian Reform Strategy Statement that accompanies
and will be reviewed with this Prcject Paper. Our objective is to provide im-



mediate, appropriate, and flexible material and technical support to alleviate
the constraints which exist to maintaining and increasing agriculture produc-
tion and to the efficacious implementation of all of the reform's phases.

To date, using varicus instruments ATD has provided $20.0 million of “"emergency
assistance" for the refomm program. From the ESF account $3.25 millicn has been
channeled tc partially defray the extraordinary operating costs of the entities
responsible for the Phase I intervention; $750,000 is being employed for short-
term technical assistance to support the immzdiste planning, organization, and
implementation needs; a $1.0 million OPG with the American Institute for Free
Labor Development (AIFLD) is being used to support Unitn Comunal Salvedorena
(UCS) agrarian reform activities; and a P.L.-480 Title I Agreement financing

$3.0 million worth of wheat which will be sold for local currercy that will be
used to finance immediate credit reform needs. 1/ The Marginal Community Im-
provement (MCI) project contains $8.0 million for community service improvement
and employment generation; the Mission and the GOES are exploring ways of car-
rying out MCI-funded activities on the reform haciendas2/.In additicn, the re-
cently signed Agrarian Reform Credit project, which forms part of the first
Sector Program, contains $9.5 million to increase the availability of credit

to Phase I associations and $500,000 for technical assistance to improve the

cap “city of the Agricultural Development Bank (BFA) to provide such credits,

and that of the associations to plan for them. The "emergency assistance" was
designed to be helpful during the months immvediately following the start ol the
reform and until a more camprehersive longer—term package could be put together.
This project will provide additicnal assistance to strengthen the institutional
capabilities of the refornls implementing entities as well as support for the

now to be implemented Land~to-the-Tiller Program (LTTT), and rounds out the first
Sector Program. New Sector Precgrams, including P.L.-480, Title III, are planned
for future years to continue the activities that are being inmitiated under this
Agrarian Refarm Organizztior proiject and under the Agrarian Reform Credit project.
Up-coming Sector Programs which the Mission pelisves will reguire about $50
million a year (including $25 million of P.L.-480 annually) will enable the

GOES 0 expand and deepen, and eventu:lly consolidate the reform. It is also’
intended that the Sector Progrems, tcgether with other AID (aiso hopefully other
donur) inputs will also assist in filling an extremely large macro-level resource
gap, which if not filled will impede El Salvador's econamic recovery and continue to
threaten the agrarian reform's successful implementation.

2. Basis for Selection of Project Camponents

Within the context of the overall Sector Program strategy, the com-

1/ Because Title I local currency generations will not start to take place until
September or October, the Central Bank is providing bridge financing to the BFA
based con future Title I.

2/ An estimated $2 millicn will be spent in the reform sector, bringing total
AID assistance for the reform to $20.0 million in FY80.

RS
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ponents and activities to be financed under this project will be selected and
dinensioned in accordance with the following criteria:

a. They have high priority in this, the reform's early stage,
including activities which must be initiated now but vhich do not yet require
significant resource transfers.

b. The activities included funding between ncw and the next crop
cycle (April-May), with operating costs not being financed for over a year
ard technical assistance (and high Salvadoran staff) not being financed for
more than 18 morths.

Srladan

Ene mix of activities financed under this project responds to an i
plementation strategy through which AID has provided initial, immediate, and
flexible ESF financing to plug holes in- the reform implementation effort
and to provide more cradit and other resources to minimize any possible drop
in agriculture productiorg The other project in the first Sectoxr Program is
developing broad based credit delivery mechanisms to ensure that appropriate
credit is available ¢n a timely basis to 238 Phase I producer associations.
The camponents of the Agrarian Reform Organization project provide support for
new activities such as the "Land-to-the-Tiller" implementation and "Beneficiary
Broadening” and for on-going training and Phase I credit activities. This is,
in effect, the first real attempt to go beyond resource transfer ~- primarily
credit operational support -- and finance "softer" activities -- such as co-
operative development, beneficiary biroadening and strengthening of democratic
farmer organizations. This also is the point where the agrarian reform orogram
will begin to implement policies and procedures that support both a more ef-
ficient utilization of resources at the farm level and a managament systems
assigning accountability for use of resources at the farm level to the farm
managers.

3. Financial Constraints

The Mission's best estimate, described in the Agrarian Reform Strategy

Statement, is that over the next five years the Agrarian Reform Program will
require $389 million for new agriculture credit and $286 million in cash com-
pensation to former owners and agrarian debt service. On an annual basis, the
Mission estimates that these resources will come from: (1) Campesinos - $43
million; (2) Banking system - $158 million per annum (including GOES expendi-
tures of $80 million). Most of the AID support so far has been for production
credit (about $13 million). Clearly more is needed. This project will include
an additioral $3 million for the Agricultural Development Bank credit program
and about $2 million to finance a spscial line of credit for members of democratic

sino unions. This highly experimental credit program, is a new GOES initia-
tive aid the $2 million is provided as seed capital to try to make system work.

4. Procedvral and Policy Constraints

Although Salvadorans long have speculated about agrarian reform and
there have been many unimplemented plans for reform drafted in the past, when
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the, actual, xeform began, there wag_insufficient planning for it. Preparations
for the Phase I tak”enover VT ma&e verd quickly ‘after the political’ aecfsion
was taken and its details were very “e16gely held €0 that ‘oppdsition-kodld be' -
n\:\_rxjrt‘a,;quF l ,P%amgmg for the, L,efom s further J,:@lanentat ion continues to be in-
suiﬁgicient, and 1;1@ ’rte ahd 1t Also contindeds €6 'be Eloséiy ' held. The in-
sufficiency ‘of prior planning Kad Bdan cdfipotinded’ By changing léééersﬁi%} wibﬁn
the government and by the fact that the reform and-related-evelits: have Toved
mpre quickly.than, pr;orlty J,n@lenentatlon needs such as approval of policies
and” proceduz:es. o _ ‘ : .

60 onnfhe d&C"Slon 0" :umlez@zt "Land-—toatlrwl‘a,l Lc,..z:" is a case ;,n Bglgntg
No prlor studles were made and to date only a rough 1ﬂmolenentatlon stxategy hds
been prepared. The decision to move ahead with full "tillex" u@larentatlon
vwagstaken during the week of. July- 34r12. Except for. the Decree itself, there

is’ t:) date very. little on which:to l;ase 1t;s mpleﬁgntablon. R ey

. instltutiOnal Cbnstraints

L The reform: &aught most of tm mtple;r%ntmg mstltutmns by sarpmseu
Tt ﬁarced them' to. inprovise. Considering the clrcmtms most did a g;oed ij,
especdially. given that violence has' taken a heavy toll on.many government. entities:
offices have been vandalized; jeeps have been burned, and employees have. been-
vthreatened, beaten and assassinated.. As a result, most of these mstltuflona
are 'strained to the brink. The overall pace of implementation of the agrg.x;an
reform program slowed considerably of late. ‘because of human. and material cons-—
traints. ‘Partially because of these pxobla'ns, the GOES shifted responsn.blllty
for dmplementing the "tiller" program.from ISTA to CENTA, Ministry of Agriculture
‘Extension Service. In Phase I these constraints may beccme a serious problan as
employees from other entities: that were secunded to ISTA, (from BFA, CENTA,. etc.)
are: returning to their own agencies. Their purpose has been largely aca)r@l;shed:
they held the program-together initially - gave it extra manpower and expertise.
With "tiller" implementation, the same kind of strain will be put on CENTA and
others. These institutions will have to be strengthened and the improvements
made. v

-

These tasks are morumental. Farm land use changes must be considered
and carried out to absorb more labor; former owner reserves must be defined
eguitably and in a manner which leaves’ twd viable farms, campesino organizational
and technical training must be carried out; credit must be reviewed, delivered,
and collected; inputs must be supplied, marketing systems must be established or
perfected; and managerial and technical assistance provided. Work mist begin
on developing policies and procedures for the LTTT program, new legal procégges,
etc.

The J_nstltutlonal frame\mrk fo:c ca.rrylng out these tasks ex:wts, but
- the lrlStltuthl'lS are overtaxed, mder=S1@ported and still being developad

B. Project Description

1. Goal and Purpose

The sector goal is to ineréase agricultural production, incomes, and
employment in the agrarian reform sector. This goal has many ramifications and
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ek Lupost
summarizes a whole set of cﬂaject‘lves which are explained in the Agrarian Reform Sec-
tor Strategy Paper. Its purpose is to initiate the agrarian reform's farmer organi-
-zation and training activities, reinforce implementation of the Feform, and-— =
_strengthen the Govarnment's planning and evaluation capabilities. By the end of the
~“efghteen month project, we expect the following conditions to have been achieved.

o T R i i i TR e ST AT R

— The Ministry of Agriculture and Livestock will be more effective
at developing agrarian reform policies and procedui'ss, implementing them,
and evaluating their effects. ‘

-~ Producer associations will be carrying out sound accounting on
238 intervened farms; :

-~ The BFA will have strengthened its on-going Special Line of Credit
for Phase I and Phase TI farms and will have institutionalized a multipurpose credit
program for democratic campesino unions.

-- The MAG will have finished provisional titling of "tillexr"
kengficiaries;

-- A functioning mortgage banking and land payment system will have
been established. -

s

2. Detailed Project Descripticn L//

a. Farmer Organization and Training_(Component I)

1) Agrarian Reform Training

a) Training Objectives

The establishment of viable, self-sufficient,
participatory campesino enterprises are key to the agrarian reform's success,
especially in phases I and II. Similarly, unless the rights (and correspond-
ing responsibilities) of the reform's beneficiaries are established in all
of the reform's phases, the reform will not have served its fundamental
purposes. In order to help achieve these objectives of the reform, the
participants in the reform process need training, be they beneficiaries,

C sino association board members, reform sector farm managers and employees,
or p%lic servants working to further the reform's implementation. Training
is needed in order to improve their skills, their understanding of the
reform's objectives, and of their roles in it. The project will help provide
that training.

b) Training Resources and Organization

CENCAP, the National Center for Agricultural Training, -
and ISTA, the MAG's principal reform implementation entity, will be the key
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institutions involved in agrarian refoxm training. CENCAP has been de-
signated by MAG to be the institution in charge of reform training; its
function, in addition to carrying out training itself, will be to broker,.
coordinate, facilitate, plan, and evaluate reform-related training. ISTA's
principal training assets are its on-farm technicians and promotors WD
have day-to-day contact with the ex-colonos and the hacienda's managements.

CENCAP has already received $381,000 of ESF to
initiate priority refocrm training with which it quickly is refirbishing 3
existing training centers, increasing its staff from 40 to 72, and acquir-
ing vehicles and materials for its courses and on-farm training. It is
receiving significant resources from an IBRD=-FAO project designed to
strengthen its training czpacity 1/.

In spite of this limited experience and institu-
tlonal capability, discussed at greater length in IV.D., CENCAP has
responded dynamically to the reform's challenge and has already demonstrated
a wnique understanding of the reform's problems and training requirements,
as well as its own limitations. Importantly, CENCAP has independently and
in cooperation with other govermment agencies (e.g. ISTA, BFA, CENTA)
developed methodologies and curricula, conducted training and devised post-
training evaluation for agrarian reform education directed toward small
farmers and agricultural technicians and extensionists.

Closely allied with CENCAP, is ISTA's Gerencia de

Desarrollo Comunal y Agrervio (Division for Community and Agrarian Develop-
ment). This ISTA Gerencia or Division is in charge of pramotion, organi-

zation, training, and social development within the reform's Phase I. In

other words, it is in charge of on-farm training and backstops the social

promoters which are attached to each Thase I hac;enda Within ISTA, it is
a strong advocate of the campesino viewpoint, ar? Tar” the people it backstops

are in day-to-day contact with the ex-colonos.

This project activity will support the training
endeavors of these two entities.

c) The Participants, Their Roles in the Agrarian Reform, and
the Types of Training Required

The project will help train public officials working in the

1/ IBRD is financing ten new training centers for CENCAP which are pro-
grammed to be completed by the end of 198l. Fram FAO, and partially
financed by IBRD loan, it is receiving 93 P.M. of long and short-term
technical assistance in commmnications, farim management, rural train-
ing, etc. The scopes of work for those FAO technicians (only one of
whom is here -~ a recruiting problem, apparently) are included in
Amnex II.C.I.
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reform sector, officials and membzrs of the Phase I camggﬂ____assoc1at10n5ﬂ,//
the refom's beneficiaries themselves and the farm managers.

(i) Public Official Training

Reform implementation has put a ¢reat deal of stress
on the agricultural sector institutions involved in the reform; they are
stretched to the very limits of their human and material resources. The
MAG is dealing with the situation in three ways: (1) by detailing employees
to the institutions most strapped; (2) by reassigning functions to depen-
dencies which because of the reform have had their workloads reduced or
eliminated; and (3) by hiring new people to carry out new or expanded
functions or to replace those who, having been temporarily detailed, must
return to their normal functions. Clearly this process requires signifi-

t training, initially to orient and give guidance, and secondly, to
upgrade skills.,

There 1re several parameters that circumscribe public
officials' functions in the inmplementation of Phase I:

a) The GOES does not want the Phase I haciendas to
become state farms; its goal is rather that their management be turned over
to the reform's beneficiaries as quiclily as their association can be orga-
nized and the management chosen by those trained to handle these multimil-
lion dollar enterprises. In this respect the Basic Law for Agrarian
Reform stipulates that there is to be a period of joint management (co-
gestion) of the farms between ISTA and the new campesino associations
which the law mandates be organized on the intervened farms. These new
worker-owned entities will take on the full responsibility for management
(auto-gestion) of the famms as they are able of doing so. Bringing about
the capability for auto-gestion is then a primary public, official and
training function.

b) As is pointed out in the social analysis, colonos
tend to be docile and dependent, yet now they are supposed to take charge
of their enterprises and their lives.

c) The farm must be well managed to produce, provide
employment, and not be a drain on the public treasury.

d) The members of the Asociaciéri, its Board of Directors,
and its management must comply with GOES laws, agrarian reform policy, and
with their cobligations to outside entities, e.g., they must pay their
cradits back, not steal from each other, or the state, and generate a
surplus for capitalization and former-owner compensation, etc.

For the on=farm ISTA technician the above implies a
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monitoring, control, guidance, and training function. 1/ TFor the ISTA social
promoter it implies "conscienceness ralsing" for the colono, facilitating
discussion and community action on common problems, explanation of the re-
form measures, encouragement of the constructive resolution of conflict,

and advice cn the firm's organization.

The training and technical assistance which this
project provides for ISTA and CENCAP employees could be characterized as
"training for trainers". The PID approval cable raised as a possible issue
the stress which the PID appeared to give to public official training when
the objective of training is auto-gestion. The answex is that during this
early stage of the reform the institutions in charge of campesino training
and reform implementation must be geared up. The three stage traiaing plan
submitted by CENCAP prudently stresses training for ISTA technicians and
promoters in the early stages of the reform so that they can properly carry
out their guidance and *raining runctions on the farms. It is not possible
to became an accountant Or a manager in one or two weeks. It is possible,
however, in one or two weeks to train agronomists in the principles and
policies underlying the reform and haps even in what the essential
elements of an adequate property codtrol system are, in order that they at
least know whether or not the £ entrusted to their charge have adequate
systems or not. Another important function of the first cycle of semirars
being carried out with ISTA techiicians and promoters is that CENCAP person-
nel better understand the reform's problems and realities and the possible
role training can play in helping to resolve them.

In addition to "training trainers", it is important
that the personnel and especially the new personnel of entities in charge
of providing important support services to the reform sector be trained in
their functions and moreover, that key personnel with responsibility for
the further implementation of the reform process receive orientation in
functions which are not their normal ones.

(ii) Beneficiary Training

In the final analysis, it is the beneficiaries and
especially their chosen leaders who will be determinant in the reform's
success. Beneficiary and beneficiary leadership training (the asociacién

1/ On an undetermined number of farms, colonos discharged the administrator,
Tyery few owners managed these properties or Tived on them) or he left volun-—
tarily with the take-over. On many of these farms ISTA-MAG technicians have
had to temporarily take over management functions. There is divergence be-
tween MAG and ISTA over whetcher or not these old administrators ought to be
"recycled" ("imposed" says ISTA, "assigned" says MAG.)
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board members) will stress the nature of their enterprise and their respec-
tive responsibilities within the context of the enterprise. For example,
all members of the Boards of Directors of the Asociaciones should be able

to read a balance sheet and income statement. How else will they know
whether or not the enterprise's management (who are the worker's employees)
is doing a good job or not? Beneficiaries, in general, should also under-
stard their roles in their enterprises, the parameters within which their
enterprise must function, and such matters as how earnings should be divided,
the importance of reinvestment for the future, why there can not always be
work for all, etc.

(1i1) Management Training

The area which is perhaps the least developed in the
training area is that of management training and development. Most of these
large enterprises do have employees who serve as their managers. This class
of employee includes the actual administrator, the enterprise's bookkeepers,
and its escribientes (literally writers or clerks), who keep records. Many
of these people stayed on their haciendas and were empleados de confianza
(trustworthy employees) of the old owner. Most are the children of colonos
who within the hacienda system "made good." Within the concept of auto-
gestion, it is they who are the key. Even though it was against the
general idea of the asociaciones that they as the firms' employees be on
their Boards of Directors, they were in fact often elected to them by the
members.

Not only does this management class on the haciendas
need to understand their new roles and who tlieir new patronos are, but it
also has to develop new skills, e.g. how is social control maintained in
worker owned and operated farms when, for example, it is up to you to de~
termine work assignments, do you give the unpleasant work to your "boss"
who is a member of the Board of Directors? How is discipline maintained
in a worker-owned farm?, etc.

(iv) Democratic Campesino Union Training

As a follow-on to assistance begun in early FY 80,
this project will continue to finance technical assistance and support for
democratic campesino groups. This training is described in more detail in
Annex E.

(d) Project Activities -

(i) The Phase I Reform

CENCAP and ISTA have developed a three part training
program for the Phase I reform.

--  Part I, June, 1980 to January, 1981

CENCAP is presently in the process of implementing
Part I of the training strategy for Decree No. 154 affected farms, which
is directed toward asociacién leaders, public sector employees, and hacienda
administrators. Part I will entail training over a period of two to three |
rmonths of some 240 ISTA-MAG technicians, 240 ISTA promoters, and psrhaps |
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as many as 1,500 asociacifn leaders in selected training centers through-
out the country. CENCAP will utilize trainers from other GOES agencies to
bolster its own manpower force for carrying out Part I training activities.
Three one-week ocourses will be held for technicians which will focus on
methodologies of campesino education, cooperative organization, and elements
of farm business and public administration (how to function within the GOES
bureaucracy) . Asociacién board members will receive a one-week training
course touching on elements of leadership training, business administration,
group consciousness, recognition of membership needs, and interagency
resource identification and coordination. In addition, Part I of the
training will also include a one-week seminar for 20-25 mid-management
government officials of the Ministry of Agriculture and ISTA. This train-
ing will focus on the administrative and financial procedures of agrarian
reform implementation. The course outlines for Part I training are in
Annex II.C.1.

In order to reinforce the skills obtained through
these courses and ISTA's "on-the-job" training and to reach a larger number
of beneficiaries during Part III, nobile training teams will visit the 240
enterprises and help them resolve management, agricultural and financial
problems as well to provide on-site short—-term two-week courses for asocia-
cifn members.

The Part I program is financed by CENCAP ordinary
resources and $381,000 in ESF obligated earlier in FY 1980.

-~ Part II, January, 1981 to April, 1981.

The CENCAP coordinated training effort to commence
January 1981 will provide reinforcement training for Phase I trainees and
during this part ISTA-MAG technician and ISTA promotors will be trained to
conduc: technical, administrative and organizational orientation seminars
for asociaci6n members, leaders, and administrators, also specific technical
training courses will begin for members in such subject matter areas as:
elementary farm management, agricultural mechanization, agricultural equip-
ment maintenance, and the standard accounting system. Part IT training will
be conducted by CENCAP mobile units and ISTA promoters, entirely on hacien-
da enterprises over & period of two-to-three months and will work toward
achieving a state of auto-gestion, or independent self-management. ISTA
technicians and promoters will undergo specialized training in teaching
methodology in order to support and effectively follow up this effort.

-=  Part III, May, 1981 to April, 1983

Part III training is expected to last for at least
two years and will focus on reaching auto-gestion. It will consist of
one-to~two-week seminars held within the enterprise in which all enterprise
members are expected to participate.
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A special effort will be made to incorporate women
into all aspects of this training. They, as well as the men, will be made
aware of women's rights and responsibilities within a new socio-economic
structure and specifically their enterprise. Traditionally women have been
trained solely in the areas of home economics and nutrition and health.
Phase III while offering women these areas, including family planning and
maternal-child health, 1/ will focus on making training available in com-
munity organization, finances, managjement, agricultural techniques, etc.
to women who will be encouraged to attend. Short-term technical assistance
will reinforce the need tc actively incorporate women into this training
and also to plan a training program which focuses on women's special needs.
Part IITI traininc will also involve a broad spectrum of basic education and
will be conducted by inter-disciplinary teams of technicians drawn from the
agriculture, social science and education sectors. It is presently envisioned
that a mobile training approach would be used for this phase of training
involving some twenty to thirty teams comprised of three to four members
each.

-~ The CENCAP Role

This project will help finance CENCAP reforxrm sector
activities for calendar year 1981, with procurement starting immediately.
Five training centers will be refurnished and equipped (making eight in
total == three were ESF-funded) and five mobil training units will be added
to the one already funded. The project will provide CENCAP with IICA-
furnished technical assistance: 12 p.m. of a long-term adult education
methods advisor; 3 p.m. of an Education Administration Advisor; 3 p.m. of
assistance in research and evaluaticn; and 3 p.m. of a women in agricultu-
ral development advisor. Each mobil and each center will impart scame 2,000
person=weeks of training in one year. (Assuming both operate 40 weeks a
year.) A total of 26,000 person-week of training will therefore be provid-
ed by CENCAP for which the project will provide $1,200,000 in loan funds
and $140,000 in grant financing.

(ii) ISTA On~Farm Training

-- On-Farm Training's Role

This activity is to support Phase I beneficiary
training efforts of the ISTA technicians and promoters which take place in
a direct manner through daily interaction.

Training optained through courses offered through

1/ Inputs for this area will have to come from the GOES—-AID population
program.
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CENCAP in the rural training centers and mobile units do not suffice. The
process of agrarian reform entails a complete transformation not only of
land ownership and development patterns of the agricultural sector, but a
different set of values, attitudes, responsibilities and roles of all bene-
ficiaries involved. The ISTA pramoters and technicians will be the key
elements aiding the campesinos in working out, on a day to day basis, the
problems that will arise in their transformation fram being colonos to being
free, independent, responsible persons in charge of their lives and enter-
prise.

- Community and Agrarian Development Research and

Training
ISTA's Division of Community and Agrarian Develop-
ment has three departments: (1) sino Promotion and Organizations,

(2) Socio-economic Research, and (3) Technical and Administrative Training.
- It is this ISTA Divisicn which has the responsibility to assess, plan and
evaluate ISTA's community organization and enterprise formation role. It
is supposed to backstop the ISTA field level promoters and technicians in
their training efforts. At the present tim2, it has only eight profession-
al personnel, and only two in the technical and administrative training
area. The project will finance 23 new professionals for the Division:
economists, business administrators, agronomists, as well as social workers
and educators (see Annex II.C.l). The Division will be reinforced logisti-
cally and will receive 12 person-months of the services of an Agricultural
Management Training Advisor, and three person-months of short-term techni-
cal assistance of a Campesino Organization Specialist, who will probably
be INCAE supplied. This activity will be financed by $350,000 of loan
funds and $120,000 of grant funds.

-- Training Materials and Supplies for Promotion and
Campesino Organization

To reinforce ISTA, farm-level training, equipment
swh as projectors, loud speakers, and mimeographs will be financed. ISTA
pramoters and technicians will be able to use them as needed on the farms.
Each farm also will receive a blackboard and a set of educational charts.
Some 41,000 informational pamphlets will be prepared by the Division.

The Agricultural Management Training Advisor, who
will be INCAE supplied, will explore the possibilities of eventually
developing a management training capability in a secondary level organiza-
tion of associations. This Division will manage the Hacienda leadership
and Pramotor Exchange and the Regional Ieader Conferences, described below
as well. The Accounting Information system project activity will also be
managed by this Division. The project will provide $620,000 for this
activity, of which $120,000 will be grant-financed technical assistance.
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: -~ Hacienda Leadership and Promoter Exchange and Re-
) gional Leader Conferences

The Salvadoran reform is quite heterogenous and
there is much that Salvadoran reform participants could learn from their
own reform. This activity will promote one week exchange visits and
quarterly regional meeting for Asociacifn boards members and far
ISTA promoters. It is anticipated that some 1500 Asociacibn board n (
could spend one week a year on another hacienda in the region. That week
they would do a diagnostic of that hacienda based on a prepared format.
This the visitor would share with the receiving board of directors, his
own Junta Directiva, and the ISTA regional office. Similarly, the 234
ISTA pramotors would spend two weeks a year on two different haciendas.
They would also prepare "diagnostics" in accordance with a prepared
format. The exchange program would be a low-cost one because the "sending"
hacienda would continue to pay the board member of director's and the
"receiving” hacienda's board would feed him.

e

Four quarterly one day regional asociacidn leader—i
ship conferences would also be supported by this project activity. 1In ]
these conferences asociacifn board members and management personnel would
have an opportunity to discuss their mutual problems and approaches for
overcoming them.

This activity, like the accounting component, and
the management training activities of ISTA's Division of Communities and
Agrarian Development have a hidden agenca. 1In addition, to attempting to
strengthen the base-level asociaciones they project forward to a time when
a cooperative of asociaciones could take on the responsibility for continuing
to provide services that they will require. These activities will require
$100,000 of loan-funding and are further costed out in Annex II.C.1.

(1i1) Reform Administxation

—— The "Tiller" Reform

Training must be provided to personnel responsible!
for field implementation of Land-to-the-~Tiller. CENCAP will arrange for ;
the trainer training, and the training of 14 departmental supervisors, 72
agency supervisors and 288 field workers over a month and a half period
commencing in October or November. Course content will focus on skills
and job knowledge relevant to the tasks of these employees. Key officials
in this component will also use the project's observation training to study
titling and mortgage banking systems in other countries. It is anticipated
that training for trainers will involve one two-week course for 15 persons; |
field supervision training, four two-waek courses to train 72 persons; and ?
field worker training 1l one-week courses for 298 persons.
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-= BFA Training

The BFA has made a concerted and continuing effort
to improve the capability of its technical and professional staff through
in-service training. Implementation of the Agrarian Reform Program is
bringing about considerable change in the credit picture. Not only has it
had to recruit new staff but loans to producer associations will be much
more camplex. A higher degree of loan analysis and supervision and better
accounting and data management procedures will be required.

Considerable technical assistance is being provid-
ed to the BFA under the Agrarian Reform Credit Project (No. 519-0263) to
help the bank in these areas and complementary training is desirable.

In-country training for both new BFA staff and
those involved in the reform sector will be financed by $25,000 of loan
funds. Some 100 BFA personnel will receive four weeks of training each,
with 25 people in each course. The training areas will include: agricul-
tural credit planning, data processing and systems analysis, data collecticn
and analysis, banking statistics, legal aspects of credit, loan SUPervisors,
analysis of credits, financial operations and programning, developing
banking, and the impact of the reforms on BFA procedures and operations.
Specific courses and training priorities will be determined by the BFA, in
consultation with the advisors provided under the Agrarian Reform Credit
Project and with A.I.D. In=country training will be arranged with and
carried out by CENCAP using BFA, consultant and CENCAP teachers.

-~ Treining and Observation Travel

1. The GOES Share of Other Donor Participant Training

Every year Salvadorans lose many training scho-
larships sponsored by other donors because the COES lacks the resources for
per diem and travel. By providing these, the project will average ap-
proximately 30-40 p.m. of short-term external training. Ten person-month
of this activity is earmarked for the BFA, which requested it. CENCAP
will manage the activity and will not use up more than ten person-months of
it for itself. Participants will be limited to people working closely with
the Agrarian Reform, $50,000 in loan funds is available for this purpose.

2. Foreign Observation Training

The project will finance around 42 foreign
observation trips for key officials. CENCAP, ISTA, CENTA. the mortgage
bank (ex-OOFINTA), the property registry, and Cadaster Officials will
benefit from this travel. CENCAP will manage this project activity. The
distribution of 42 trips is shown in Annex II.C.l. For $50,000, forty-
two, 10 day trips can be taken if the average airfare is $690 and the average
par diem $50.00.
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SUMMARY BUDGET -~ TRAINING

LOAN 1 GRANT TOTAL
1. (GENCAP
Parsonnel 444 -0 444
Operating Costs 343 =0 343
Materials & Supplies | 205 -0= 205
Vehicles (20) 208 =O= 208
Technical Assistance
ILong-term 1/12 p.m. 80 80
Short~term 3/9 p.m. 60 | 60
TOTAL CENCAP 1,200 140 1,340
2. 1ISTA
Cammnity & Agrarian
Development Research
and Training:
Professional Personnel 205 -0= ; 205
Support Personnel 40 -0 T 40 .
Operating Costs 27 -O= 1 27
Supplies & Equipment 30 -O- 30
Vehicles (6) 48 -O- 48
Technical Assistance
long-term 12 p.m. 100 100
Short-term 3 p.m. 20 20
SUB TOTAL (350) (120) (470)
Training Materials &
Supplies for Pramotion
and Campesino Organiz-
ations 150 150
Reform.. Hacienda Ex- :
change 100 100
TOTAL ISTA 600 120 : 720
3. REFORM ADMINISTRATION
BFA Training 25 -0 25
Decree 207 DIrpleément-
ation Training 25 -0 25
Participant Training |
& Travel 50 =0= . 50
TOTAL ADMIN. 100 -0= 100
Erm——
4, DEMOCRATIC UNIONS
Campesino Training
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2) BFA Credit Facility for Members of Campesino Unions

a) The BFA's Small Farmer Credit Delivery System and
the "Tiller" Reform

The BFA has done a creditable job of getting credit to
small farmers. In 1979 its small farmer loans benefitted some 55,000 people,
with the average amount lent per beneficiary being $1515. This coverage was
accamplished in large part by the use of group lending, through which BFA credit
resources reached almost 30,000 beneficiaries. The BFA's group clients include
pre-cooperatives, joint liability groups and pre-Decres 153 agrarian reform
groups. 1/

In general, the BFA experience has been excellent but
there have been one ar two serious problems. One of these has been the tendency
of groups to wait until credit is needad to make a loan application. Because
low interest crop production loans are Central Bank funds discounted through
the BFA (or other banks) the time lag from application to approval is sometimes
thirty days. Another constraint has resulted from the fact that most small
farmers market their grains through the price stabilization agency (IRA).

The IPA urder an agreement with BFA, deducts the loan due and pays the
producer the balance. The problem arises when the producer applies for another
loan to put in a second crop and finds chat the IRA has not cleared i:s books
with the BFA and bank policy will not permit another loan on that until the
first is paid. The campesino union credit lines to be established by this
activity are designed to fill these gaps and similar ones and to overcome

as well, the problem of BFA's under-financing of farmer's needs (at least for
union affiliated groups).

Despite BFA's relative success with small farmer lending,
it does not have the institutional capacity, not to speak of the resources, to
service the credit needs of same 160,000 Decree 207 beneficiaries. It is still
not even altogether clear what these needs are. "Tillers" do not use much ins-
titutional or even infarmal credit, yet a considerable number of them use ferti-
lizer and improved seed. 2/ It is thought that "tillers" finance their plantings
by savings (cash and seed), by future sale of crops, and (predominantly) by their
off-plot incame. To the degree that the latter is prevalent, because of higher
rural unemployment than normal, their financing needs may have increased.

b) The Use of Campesino Unions for Credit Outreach

The Mission believes it is premature to develop a credit
project for small farmmers to be benefitted under Decree 207 until more is known
about tae beneficiary group and its needs, and until the I’B loan to theBFA is
resolvel, Further, it is uncertain whether and to what extent there should be a
credit project especially for this beneficiary group as opposed to increased
support for programs for small farmers generally, of which the "tiller" agrarian

1/ For more detail, see ANNEX II.B.2 of the Agrarian Reform Credit PP.

- A recent sample survey of 1358 Oriente Precaristas, 97% of whom qualify as
"tillers", indicates that only 9% had any credit at all (5.8% had institutional
credit). Sane 14.7% of them used fertilizer and 11.9% improved seed.
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reform beneficiaries would of course foxm a major group.

X This project activity, however, will test a credit

/ mechanism that could in the future result in wider coverage of the "tiller”
beneficiaries. The BFA has had nearly five years experience with lending
gshort-term producton credit for food crops to cooperatives and informally
organized groups. Mary of the informal groups were organized by extension
agents. Extension agents are now being assigned to implement Decree 207. This
activity will test whether or not the campesino promoters of the existing de—
mocratic campesino unions can fill this role. There are scme precedents: BFA
has used trained campesinos to supemse credit in remote areas, for exanple:
Nicaragua's INVIERNO also uses ""’j;;;__‘- promoters; and Honduras' Banco de Fo-
mento has utilized ANACH, a ino union.

Because this new credit facility will offer many ad-
vantages to campesinos, it is anticipated that this project activity will,
together with other services offered by the campesino unions, encourage cam-
pesinos to organize themselves into groups which in turn, wiil join one of the
\Grious unions. Should this experiment work, a new credit mechanism will have
developed -- one that simplifies the institutional problem of reaching with
credit such a numerous group as Decree 207 beneficiaries.

¢) Beneficiaries and Uses of Group Credit

The beneficiaries under this activity will include small
farmer groups legally organized as cooperatives or associations, pre-cooperatives
and informally arganized groups which are members of: (1) Las Associaciones
Cooperativas de Produccién Agropecuaria Integradas (ACOPAI), the Asociacién Na-
cional de Indigenas Salvadorenos (ANIS), the Union Caomun.l Salvadorena (UCS),
the Central de Trabajadores Salvadorenos (CTS) and its affiliates, including
Central de Campesinos Salvadorenos (OCS) , and the Asociacifn Ccmunal de El Sal-
vador (ACOES). Other d@bc:ratlc % o groups could also qualify for the use
of the fund if the fund's campesino Advisory Council (discussed below), the BFA,
and ATD concur. The exact m@xbershlps of these groups is difficult to ascertain,
the Mission does have estimates for at least some of the groups which were com-
firmed in talking to others:

ACOES 3,000
ACOFAT 12~-20,000
ANIS 3,000
CTS—-CCS~etc, -5.-7,000
ucs 60,000

If these figures are to be believed, the total membership
of these unions is arocund 90,000 .1./ Unfortunately, to be an eligible recipient
for this credit facility one must be dues-paying +to one of the unions' af-
filiates. This restriction would prcbably lower the above estimates to around
40,000 (30,000 ucs; 5,000 ACOPAI, 5,000 cthers), a not inconsiderablenumber of

campesinos.
1/ These are not dues-paying members but people who "feel" that they belong to

one group or another. There may also be double-counting because more than one
union may claim the same affiliate.
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Although these unions are different in orientation,
all have as their basic rallying point access to land. RCOPAI and ANIS are
UCS splintep groups and all three have their origins in AIFLD-sponsored leader-—
Shlp trainimg courses. ANIS 1s a union which although it shares the aspirations:
of other umons, stresses the importance of indigenous customs, values and .
language. The CTS and its affiliates have a Christian Damocratic orientation,
and ACOES was arganized by priests. All the unions share one important charac-
teristic, in them “tillers" and the totally landless predcminate. With the
exception of ACOPAT, none claims to have significant following on Phase T ha-
ciendas (ACOPAI claims to have members on 34 Junta Directivas, a result of them

be.mg chosen even though they were not ¢olonos). These unions are well represent-

ed in the pre-March reform haciendas and in pre-Marchs private sub-divisions.

Thelr tactics seemed to be, In order of sequence: (1)'secure access to land in any way,

(2) increase and improve tenure rights once having access, and (3) facilitate,
broker, and pressure services, public or private for their landed member. For
further details on these groups the reader is referred to ANNEX II.E.

d) Credit Proceduras

This activity will provide the funds to estaklish two
lines of credit in the BFA which will be available for lernding only to agri-
‘cultural cooperatives, associations, pre-cooperatives ard informally arganized
groups which are members of democratic campesino unions.

One of these lines, line A, will provide automatic short-
term production credit advances to member groups recommended by the unions, which
apply for production credit fram BFA reqular sources but which need immediate
financing to proceed with planting. This line will operate on the basis of
"source of last resort", and the unions would guarantee the loans. 1/ Interest
rates will be high, about 15% par annum, the normal rate allowed by the Junta
Monetaria for advances, ard the maximum term will be 30 to 60 days - should the
credit be approved from regular sources. If and when the regqular credit is
approved, the short-term note will be autcomatically refinanced and its principal
and interest deducted from the regular credit. The balance of the regular credit
being issued to the group. The issuance of credit advances will increase the
paperwork and in same cases, the risk, soitaust be somewhat more expensive. How-
ever, advances are expected to be for only 20 to 25 per cent of the credit need
and most will be for only a maximm of 60 days sc the benefit will far exceed
the added cost.

1/ This guarantee because of its nature would require that the respective
union assure itself that the loans meet Central Bank and BFA criteria for
refinancing. A union—-guaranteed loan that did not meet BFA or Central Bank
criteria for rediscounting would continue to he financed with the line's re-
sources and would comtinue to pay 15% interest. Were such a loan to prove
uncollectable, its balarce would be deductable from the amount fram its
collection” caomuission on other, collected loans.
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The second line under this activity, Line B, will be
for mediwm-term credit for permanent crops, agricultural equipment, livestock,
ete. and for farm level agro-industry and cottage industry.

The BFA, utilizing its past experience in group lending,
will develop the specific 1end1m procedures and mechanisms for both of the
lines under this element. The mechanism and procedures will be a condition
precedent to disbursement for this activity and will be based on the following:

(1) The instructivo establishing the line of credit and
the procedures far lerding will be given wide publicity among small fammer groups
with ccpies provided to ISTA, MAG agencies dealing directly with small farmers
and the campesino unions. (UCS, ACOPAI, ANIS, CCS, etc.).

(2) The BFA will advise and assist the unions in the
orientaticn and training of the federation's personnel which will be assisting
farmer groups to obtain credit under this element. Approximately sixty union
pranoters are expected to receive credit training during the 18 months implement-
ation period. Training costs (estimated at $8,000) will be shared by the |
ucs. '

(3) The BFA may pay or reimburse union personnel or the
unions themselves that assist in the lending process. It is anticipated that
an arrangement will be established by the bank whereby the bank will pay a fee
far each campleted loan application, each supervisory visit, etc. if carried
out by union persornel. They must actively assist the BFA to recuperate loans
made to their members. In return, unions will receive a fee equivalent to five
points of the interest paid in any loan payment made. 1/

(4) Medium-term credit under this activity mey
be calculated to provide for the total financial need for the purpose for which
the loan is made in order to assure effective use of the credit.

(5) No individual owning or working more than seven
hectares will receive credit from either line of credit. Group loans could not
exceed! financing requirements for seven hectares times the number of members in
the group.

(6) For short-term crop credit the line would finanrce
the credit needs of groups or group members for up to the maximum amount
permitted by Central Bank rediscount policy, including the payment of family
ard hired labor but excluding anv management c¢r similar costs allowed by the
Central Bank. However, in no case should short-term loans made through groups
exceed $3,000 to any individual. '

(7) Medium~term loans would not exceed $5,000
per inamber or $100,000 in total.

1/ The unions will receive 10 points of the interest generated during the
period of short-temm advances after the discounted production credit loan
has been collected.
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(8) The staff and the authority for the loan approval
process for loans under this line should be at the BFA agency level (except
for loans that exceed the approval authority of the agency). Sufficient credit
agents, agr6namos, credit supervisors, etc., should be available and with ade-
quate authority to reduce to a minimum the time from loan application to loan
approval (which in the case of a union guaranteed last reecort advance would be
autcmatic). It is anticipated that competent assistance from the various unions
in obtaining complete and accurate loan applications and in obtaining timely
repayments can significantly speed the lending process and contribute to the
effectiveness of small farmer credit.

In the preparation of this project paper the USAID con-
sidered the feasibility of establishing a line of credit in the BFA for each of
the major unions from which they could make loans to their respective member
groups. This was nol considered feasible because most of the unions can not

adequately guarantee repayment by their member grcups; none of the unions
yvet have adequate, trained staff to carry out a credit program; only one has had
any credit experience (and that quite limited and with mixed results). In ad-
dition, the BFA expressed concern about the idea of creating, in effect, two
to four additional agricultural credit institutions and introducing them into
an already difficult rural credit situation.

e) The Campesino Advisory Council

In order to assure that the campesino viewpoint be re-
presented, the BFA will create a Campesino Advisory Council for the fund com-
posed of one representative named by each union. This council which would meet
reqularly, will advise the BFA on credit policy and procedures for this facility,
will bring to high-level BFA attention problems that they are aware of in the
field, and will advise the BFA on admitting new unions to the facility amd on
suspension of unions not living up to their responsibilities under the facility.

f) Interest Rates

The interest rates for loans made under this group credit
facility will be set by the GOES but will not be less than 13% rer year. It is
anticipated that loans for credit advances under Line A will have an interest of
about 15% per year, in accardance with current policy. 1In addition to the interest,
a technical assistance fee of one per cent may be charged when the BFA deems it
to be appropriate.

The allocation of interest to reserves for bad debts,
to cover the bank's lending costs, to reimburse the federations for their assist-
ance with recuperations, etc., will be subject to prior AID approval. The BFA
will include in lending costs the anticipated cost of the fees that will be paid
to union pramoters or unions for assisting with loan applications or supervision.
Five points of the interest collected in each loan payment made when due will be
allocated to the "parent" union of the borrower in return for its continuing
assistance with timely recuperation of loans made under the facility. The BFA
will receive five points of the spread to defray its operating costs, the balance
being for bad debt reserves and capitalization of the fund.
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' ¢g) Technical Assistance and Training

There is no need for additional technical assistance
for the successful implementation of this activity. The technical assistance
provided under the Agrarian Reform Credit Project (No. 519-0263) is designed
to meet the requirements of the BFA with respsct to bank management and ad-
ministration, credit management and supervision, accounting and data management.
This will cover any assistance needs for this project as well. Training of union
pramoters will be provided by the BFA and CENCAP with the participant costs
(per diem, etc.) defrayed by the UCS. Four courses of two weeks each will be
required for sixty union promoters.

h) Term of Activity

The BFA will maintain the integrity of this facility for
a minimum of seven years from the date of the signing of the agreament. '“pon
its termination, its assets will accrue to the capital of the BFA.

i) Credit Demand Analysis

An analysis of supply and demand for agricultural credit
is attached as ANNEX II.C.5. That analysis indicates that given the shortage of
credit in El Salvador and its non-market rationing that the demand for loans
fram this facility will exceed by far itsinitial $2,000,000 capitalization by
AIG, Most of this capitalization will come in the form of an AID Pevelopment
Lo# Nonetheless, in order to begin this experimental credit program for

camgesir_m unions and to provide essential bridge financing, $250,000 of grant
unds will be provided for this program.
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3) Increment to Special Cooperative Line of Credit

a) Credit Demand

The total amount of agricultural credit required for the
Special Line of Credit for Cooperative Associations for the 1980-8l crop year
is $26.6 million according to the credit demand analysis in the Project Paper
for Agrarian Reform Credit (Project No. 519-0263). A small amount of this has
been met through interim financing by the GOES and $13.0 million will be met by
loan and counterpart funds provided under that project. Those counterpart funds
have already begun to move to meet the urgent demard for credit from the cooper-
ative associations organized on the hac:.endag expropriated under Phase I of the

agrarian reform program.

Credit demand by the producer associations will be in
excess of present credit availability including the project funds mentioned
above. This project will provide $4.0 million of additional credit to meet the
anticipated demand for the 1980-81 crop year. The funds will go to the Agricultur-
al Development Bank (BFA) for addition to the Cooperative Association Special
Line of Credit fund. $3.0 million of this amount will come from AID and $1.0
million will be a GOES counterpart contribution.

b) Credit Procedures and Interest Rates

The funds added to the Special Line of Credit by this
project will be governed by the same lending rules and procedures as those
stipulated for loan funds under AID Project No. 519-0263, Agrarian Reform Credit
Project.

c) Technical Assistance

The technical assistance elewent under the Agrarian
Reform Credit Project was designed to provide fcr all of the requirements
relative to the Special Line of Credit for Cooperative Associations so no ad-
ditional TA is needed.

d) Training

Implementation of the agrarian reform has brought about
considerable change in the BFA. It has made the BFA's work more camplex and
the BFA has had to add more agents. In order to help the BFA deal with these
changes, the project will provide resources urder its training component to
help upgrade the BFA's staff.



- 22 -

4 ) Accounting/Information System

a) Current Situation

The maintenance of adequate records and accounts to serve
as effective management tools and to permit the preparation of statements of fi-
nancial condition and of profit and loss, is critical to the successful develop~
ment of the producer associations being organized under Phase I of the Agrarian
Reform Program. The associations organized to date are, or have the potential
to become, large, complex businesses. Without accounting and management informa-
tion it will be difficult to make periodic reviews and analyses of the state of
the enterprise, to make sound management decisions, to detemmine credit and capi-
tal requirements, protect membership against misappropriation of funds and to
provide members with adequate financial accounting.

Most of the 238 large haciendas expropriated under Phase
I of the reform have at least same staff personnel capable of maintaining books
of original entry and some have a more extensive accounting capability. In most
cases, however, the accounting system of the former owner could not be, or was
not brought over to the campesino associations. Although the Agrarian Reform
Program is now five months old there are at this time no known cases of producer
associations with current financial statements. Further, the development of
adequate accounting capability for the many associations to be formed on the
smaller Phase II estates, although equally important, will probably be more
difficult because most will have no resident accounting staff.

Experience with land reform and cooperative organizations
in other countries demonstrates that, unless the problem of accounting is attacked
seriously and systematically, there will be no useful accounting. A patchwork
approach of designing systems under various auspices, none of which have a clear
concept of needs or the power to implement; of placing major reliance on account-
ing courses for campesino officers such as treasurers (whose terms of office are
one year); of establishing an auditing program that is inoperable because there
are no decent books or records to audit; and of generally exhorting the campesino
groups on the importance of accounting, generally has not achieved substantial
results.

The achievement of good accounting for campesino enter-
prises is not insoluble. Credit union and other cooperative movements in Latin
America sponsored by organizations committed to good accounting have it. Those
established without any clear, systematic and well organized accounting plan do
not. Indeed, the types of cooperative associations being organized under the
agrarian reform program in El Salvador lend themselves to a very practical system
of standardized acocounting. Each of the 238 associations being organized under
Phase I as well as those that are expected to be developad under Phase IT will
be engaged in similar activities (agricultural production and marketing) for
which standardized accounting forms and procedures can be designed or existing
ones adopted.
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b) Activity Description

The salvadoran Institute of Agrarian Transformation (ISTA)
has been designated as the institution responsible for the development of an ef-
fective managament information system. Over time, this will develop as a multi-
purpose system which will rationalize accounting information, data gathering,
and processing into a product usable by government agencies, credit institutions
and by association management for evaluation and decision making purposes.

The paramount purpose of this activity is to provide a
sound acoounting and information base to improve management capability at the
enterprise level, The system, therefore, in addition to dealing with financial
data, must include crop and livestock production figqures, yields, inventory in-
formation, depreciation schedules and other data necessary and useful to manage-
ment. As long-term farm plans are developed for each of the associations, field
survey and other data collected as a part of the initial planning exercise should
be added to the camputer file for each enterprise and up-dated as the situations
change.

It should be emphasized that this activity is not in-
tended to initiate or establish a centralized system of accounting. The system
should function in a manner very similar to a private accounting and management
service where various famms or businesses provide a predetermined, often stand-
ardized set of data (e.g., itemized sales, itemized expenditures, money borrowed,
other incame, yields, production, etc.) to the accounting firm. The firm keeps
a set of accounts for the enterprise and provides the enterprise with agreed-
upon services (periodic balance sheets, profit and loss statements, inventory
control data, etc.) for a fee. It must be remembered that the information that
will result fram analysis of the data available will be most useful to the manage-
ment of the producer association, i.e., the manager and the board of directors
of each association. During the joint management (co-gestion) period during
which ISTA shares management responsibility, ISTA technicians on the farm will
also be management users.

The project will help ISTA establish one central and I
three regional accounting and information offices to provide the services described \
under this activity to the phase I associations. Although the services will be
subsidized during the first year or so, until useful infommation products are
developec, a schedule of fees and charges will be developed to make the service
self~-financing. From the beginning, the self-financing character of the system
will be stressed, as will wae intention to eventually turn the operation of this
system over to a secondary level cooperative of the producer associations.

During the co-gestion period, the use of the system will
be mandatory on all Phase I farms. The ability to properly maintain the system's
accounting records will be a key factor in detemmining a group readiness for
self-management (auto-gestion). The requirement that the system be maintained
as a condition for continued auto-gestion, as well as, the useful information
it will produce will assure its centinuation.
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The specific objectives of the project activity are;:

(1) To design a standardized accounting and information
system for campesino producer associations that will: )

(a) Meet the operational needs of the associatipn
(enterprise) for financial analysis and basic management decision making;

(b) Meet the requirements of credit institutions
for financial data necessary to pass on loan applications and to supervise
credit;

(c) Meet the needs of ISTA for statistical data on
the economic condition and operating results of the associations individually,
in the aggregate and by analytically useful sub-groups; and

(d) Provide sufficient financial information on
each enterprise to facilitate external auditing by avoiding the necessity for
auditors to deal with a wide variety of accounting systems.

(2) To implement the system in each producer  associa-
tion.

(3) To provide support for at least one year to the
entire system and to insure adequate training of personnel and solution of
operating problems.

c) Technical Requirements

'l This activity will require the short-term services of
three highly skilled technicians for approximately three months each as follows:

(1) A Financial Analyst to work with the system design
team. He will become familiar with the accounting systems presently in use;on
the association farms and with the accounting and financial data requirements
of ISTA and the credit institutions servicing the associaticns. He will advise
and assist in the design of the forms, the proczdures and the system so as to
meet the accounting and management information requirements of the associations
and the data, accounting and auditing requirements of ISTA and the credit ins-
titutions.

(2) A Computer Programmer/Systems Analyst to serve as a
member of the system design team. He will familiarize himself with the data
processing and computer capability of ISTA and the BFA as well as the data in-
-formation requirements of each with respect to the associations. He will also
‘became familiar with the accounting and menagement information needs of the co-
operative associations. He will determin2 the availability, in both the public
and private sectors, of computer and data processing equipment, unused r.apacity
and costs., He will advise and assist the team in the design of the forms, the
procedures and the system for the purposes mentioned above. He will also have
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the resronsibility to made recommendations, vis-a=-vis, the available farm
accounting software which might easily be adapted to the system's needs.

(3) A Systems Designer to serve as leader of the system
design team. He will become familiar with the policy structure of ISTA, BFA
and other entities that may influence the accounting and information system.

He will coordinate and supplement the efforts of the other tesm members and will
have principal responsibility for the design of the system. He will also on
the basis of a careful analysis of systems options have to recommend to ISTA
and ATD the optimum method of procuring computer sexvices for the system. Among
the options he will have to consider:

(a) Rental of time on a facility with manual exchange
of information.

(b) Terminals in the regional offices tied to
central facilities;

(c; Mini-computers in all regions. (the costed option).
(d) A networked system of mini-computers.

The choice of system will depend on the types of soft-
ware packages available and which will in turn determine central and regional

steffing needs.

The Systems Designer and the Computer Programmer should
be available to serve as long=term advisors to this activity to initiate the
service and provide technical support for one year to assure successful imple-
mentation.

Three regional offices will have the following
Salvadoran staff:

Section Chief (Systems Analyst)
Three Accountants (CPA equivalent)
Secretary

Data Entry

Driver/Messenger

W

The central office which will also serve as a regional
office for its area,will have the following Salvadoran staff:

System Chief (CPA, Systems Analyst)

Camputer Programmers/Systems Analysts

Accountants

Agriculturalist or Agricultural Econamist with
Computer experience

Secretaries

Data Entry

Drivers/Messengers.

P whe

NN
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This staff level is based on the assumption that in
the first year of full operation services will be provided only to the 239
ocooperative associations under Phase I. The number of accountants recommended
assumes that each accountant will needl about one day per month per association
to provide the kind of services visualized. All four offices will be provided
with camputer services and a vehicle. The recurring costs of the system (cal-
culated from the budget) are $300,000 per annum, or $1255 per hacienda. To the
extent that more users (phase II and reserve owners) avail themselves of the
system costs per hacienda will drvop significantly. Use of the system may also
result in the freeing up of some hacienda bookkeepers which would result in subs-
tantial cost savings. _..___.

d) Implementation Plan

Because ISTA has the responsibility for the establish-
ment of the producer associations, ISTA has been designated as the entity re—
sponsible for the implementation of this activity. The short-term advisory team
should be identified and begin work as soon as possible ( o/a . November 1,
1980). Immediately following team orientation ISTA should begin the selection of
the section chiefs, computer programmers,and accountants so that they become in-
volved in and assist with the development of the system. ISTA will also arrange,
during the design period, for a regional office for this activity in each of the
four regions. The personnel assigned to each office should be resident in (or
become resident in) the town where the office is to be located.

It is expected that the system will be designed and ready
for implementation by approximately March 1, 1981. At that time, the accountants
from the four regional offices will begin to train, individually and in groups,
the staff accountants and record-keeping personnel of the various associations.l/
At the same time, the computer progranmers and the section chiefs will meet with
farm management personnel and ISTA and BFA staff interested in this activity to
orient or train them with respect to the flexibility and potential of the system
for farm management purposes, for financial planning and analysis and for audit
purposes. The system for the 50 largest farms should be in operation by May 1,
1981. All should have service by January of 1981. 1In the implementation of this
activity the personnel will coordinate closely with OSPA (rlanning & Evaluation
and the Phase I Beneficiary Broadening Activities described below), with the tech-
nical assistance being provided to the BFA, and with CENCAP trainers.

At present it is planned that ISTA would negotiate a
contract with INCAE for the installation of the system. INCAE would be responsible
for all procurement except personal services and would provide all technical
assistance required by the system.

e) Financing & Summary Budget

The project will subsidize operating costs of the
system for approximately a twelve month period beginning o/a March of 1981.
Even during that period the haciendas and ISTA will be expected to defray part

1/ Because this training will be sponsored by CENCAP, its cost are included in
that component.
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of the costs of the system as it starts supplying :information. Revenues of the
system will be put in trust by ISTA as the system's capital. When an associa-
tion cooperative is founded, those resources would be transferred to it as a
capitalization grant in order to supply the system's working capital.

SUMMARY BUDGET _FOR ACCOUNTING/INFO SYSTEM

(U.8. $000)

Iocal Costs (one year) Loan Grant Total
Personnel (Central) 55 - 55
Personnel (Regional) 105 - 105
Rents 25 - 25
Vehicle rent, 4 x $4,800 20 - 20
Software 20 - 20
Conputer Services (3 yrs) 150 - 150
Printed Materials + Others 25 - 25

400 - 400
Short~Term T.A.
Finanacial Analyst (3 PM) - 10 10
Computer Prcgrammer (3 P - 10 10
System Designer (3 PM) - 10 10
In~Country Support - 20 20
Iong=Term T.A.
Camputer Programmer (12 PM) - 100 100
Systems Designer - 100 100

400 250 650
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b. Reform Administration (COMPONENT II)

1) Beneficiary Broadening

a) The Current Employment Situation

Because many of El Salvador's rural poor are not bene-
ficiaries of the agrarian reform, especially temporary wage workers, and because
in other cases the expropriated haciendas can not provide sufficient enployment
for all its inhabitants, this activity will lay the basis for Salvadioran efforts
to increase pexmanent employment opportunities either on haciendas which are
underutilized or on haciendas which have a surplus labor situation. In the
former case, this could Invoive the settlement of more campesinos on the
expropriated haciendas, and in the latter case it might involve the establish-
ment of new employment~intensive agricultural, industrial, or service activities
on them. The timing of the Phase I takeovers aggravated the problem of few
beneficiaries on some farms because the intervention process took place during
a period of low labor demand 1/, and because in many cases temporary workers do
not live on the haciendas. The result was that in some takeovers at the time
of intervention only the management and permanent workers (e.g. tractor drivers,
mechanics, bookkeepers, etc.) were on the farms 2/. Although ISTA technicians
were supposed to carry out "campesino carrying capacity" studies and bring in
permanent workers not living on the large farms, they were also under orders to
keep disruption of normal activities to a minimum. The net result in many cases
was that the already relatively priviledged few were incorporated in the associ-
ations and the hacienda's "poor majority" of workers were left wondering when
the reform would encompass them 3/. Now, of course, the members of the new
associations have no particular incentive to take in more members.

Clearly, the hacienda employment and land-use problems
muist be examined and studied on a case-by-case basis. If the “campesino carry-
ing capacity"” should be increased, then this must be done as soon as possible
and prior to any attempts to enter into "auto—-gestion".

This activity is designed then to lay the basis for
"beneficiary broadening". It will also be key for future farm development .
planning by beneficiaries and reform faxm managers and will be useful for credit
and extension efforts, as well.

1/ On most coffee farms, pruriag and shade trimming had ended and first ferti-
lization had not yet begun. In cotton, almost all cotton had been picked and
land preparation had not yet begun. :

2/ An extreme case reported to AID officials is that of a 600 hectare coffee
farm on which the campesino association has only 15 families.

3/ Many of these people are also "Land-to-the-Tiller" beneficiaries. It must
be stressed that unless the larger farms operate well (even without "beneficiary
broadening"), these workers may find themselves without the employment which
provides the bulk of their incomes.
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b) Activity Description

U.S. assistance to this activity will be administered
through the agricultural sector planning office, OSPA, and is designed to: .
(1) Establish land area, fixed assets, supplies and equipment to be included in
the right of reserve for the former land owner. (2) Determine most appropriate |
land use pattern for each farm. Existing cadaster and soils information will ,
be utilized as well as OBS studies on land use. National priorities concerning
the production of traditional export crops as well as internal food crops will
be given some consideration in developing cropping patterns, but profitability
and labor absorption will be the overriding considerations. Possibilities for
increasing labor demand through crop diversification and irrigation will also
be explored. Emphasis will be given to planting permanent crops such as fruits,
nuts, fibers or coffee on steep lands unsuited for annual crops. (3) Detemmine
the advisability of implementing the farmer's associations desires concerning
the establishment of individual plots as opposed to commnal farming for a
portion or all of each farm. (4) Explore potential for establishment of addition-
al agro-industry to increase labor demand and identify opportunities for further
feasibility studies and development. (5) Develop time phased plan outline for
increased level of effort and added production potential for each farm for a
five-year period, based upon the above findings, to serve as the basis for
individual farm plans. (6) Determine market outlets for major crops on each
farm, identify constraints and give proposed outlets for new crops or enterprises
being recammended. (7) Identify agricultural input requirements, 1. e.,
machinery, aquipment, seed, pesticides, fertilizer, etc., and determine their
availability in the area. (8) Identify high priority fixed plant requirements
such as tools and equipment sheds, farm storage, officc space, etc. (9) Utilize
to the extent possible the experience and skills in the farmer's associations and
assess the existing management's capability. (10) Estimate annual gross inccime
and prospective net income for a five-year period. (11) Based upon all of the
above, determine beneficiary carrying capacity.

The required information for rational planning and
policy decisions, as outlined above will be developed and analyzed by four field
teams, one in each agricultural region, with a data processing and analytical
group located in MAG-OSPA. These technicians will be assisted by well qualified
foreign technicians on a periodic basis. The work will be carried out in two
stages. The first will consist of a quick reconnaissance study designed to provide
answers to urgent problems before the beginning of the 1981 rainy season. The
second stage will continue to utilize the technical staff for an in-depth study
and analysis of the same farms, seeking firm data on the more elusive problems
for more rational long-range planning.

Elements of the data required in the reconnaissance
stage (stage one) have been developed or partially developed by ISTA, MAG, BFA,
Agrarian Unions such as UCS and existing farm management working with beneficiary
groups. The reconnaissance teams will verify the accuracy and soundness of these
data, and utilize as much of these data as seems prudent in order to hasten the
completion of stage one. Stage one which will last approximately six
months, will determine the following for poiicy . . . . . . . .
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forrmulation and irplementation: (1) The owners Right of Reserve will have been
established by ISTA field teams within policy guidelines. Joint venture possibi-
lities for related agro-industry between farmers and previous owner will be
explored, Existing managenent will be evaluvated and recommendations made to
policy makers. (2) Initial land use patterns will be established. A minimum
of new crops or enterprises will be recommended for 1981. (3) Within policy
guidelines the desires of +he farmers associations will be taken into account
in determining whether al. or a portion of a farm should be divided into
individual plots or farwed as a collective. In arriving at recommendations

the field team will take into account; that coffee and fruit trees are being
successfully grown by small producers in many countries; that there are few
evidences of successful small faawer cotton production in the world; and that
gwall farmer sugar cane production offers the likelihood of higher production
of cane per unit areaplus intercropping potential with beans. (4) The initial
reconnaissance teams will not have time for an in-depth study of agroindustrial
opportunities. They will, however, make recommendations concerning key
agroindustries urgently nseded to make for orderly production and marketing of
the major agricultural camodities currently being produced. (5) The initial
five year plan developed will be tentative and subject to in-depth development
in stage two. (6' Usual market outlets will be identified. Critical market
constraints will be evaluated and reccmmendations made for immediate policy
level attention. This important topic will receive more detailed attention in
stage two. (7) Agricultural inpute and urgent farm equipment requirements
will be translated into short and medium term credit requirements. (8) Only
the most urgent of the fixed plant requirements will be recommended for long
term credit by the reconnaissance teams. In stage two more thorough recom-
mendations will be made. (9) In working with farmers associations and existing
farm management every effort will be made to develop the farm management crite-
ria and establish needs by working with them rather than for them. Where
management 1is incompatible with the farmer's associations, efforts will be made
to alleviate problems by relocating former management personnel among the farms.
(20) The above listed information when obtainza will be the basis for the
reconnaissance estimation of annual and net income and form the basis for
determining credit requirements. These figures plus "in kind" benefits such as
fuel, fruits, vegetables, corn, small animals, etc., will establish the basis
for rational determination of Haclenda Carrying Capacity.

Stage one will require from four to six months to
complete. This means that the teams nust be located, hired and trained at the
hacienda level as soon as possible after project signing. Stage one will lead
directly into stage two, which will confirm earlier reconnaissance. It is
cestimated that stage two will require up to twelve months for successful completion.

c) Technical Requirements

Funding will ke provided under this activity for the
recruitment, organization, on the job training and continued support for an
eighteen month period of time for the below listed technical and support
personnel. (1) Four teams, one for each of the country's agricultural regions:
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1 Agricultural Economist - Farm Management
1 Agronomist

1 Livestock Specialist

1 ISTA technician

1 BFA technician

The economist, agronomist and livestock technicians, will
be assigned, hired or contracted by OSPA. The BFA and ISTA technicians will
be assigned to the individual teams at the field level for the duration of
this activity by their respective organizations. For the technical qualifica-
tion requirements of these technicians see ANNEX If.c.2. (2) One technical
group will be assigned, hired or contracted to form a new section in OSPA for
managing and servicing the four field teams. This group will process data and
formulate recommendations for policy decision and inplementation. The group
will consist of six technical psople plus administrative personnel such as
secretaries, etc. one of the group will be activity leader. In addition to
data processing and policy action formulation duties the four technicians will
serve as logistic and technical backstops one for each of the field teams.

See ANNEX IT. c. 2. for technical qualification requiremeats. (3) The four
teams and the technical group located in OSPA will receive expatriate technical
assistance furnished by Te~hnoserve Inc., a PV0.1/ which will receive an OPG
funded under this activitv. Short texm services of the below listed technical
specialties are required for a total of three trips each during the implemen-
tation of this activity plus one trip for the final evaluation.

Agricultural Economist = Organization and Management
Agricultural Eccnomist - Farm Management

Agronomist - Tropical Crops and Soils

Livestock Specialist

The organization and management specialist will be the
team leader, stationed with OSPA in the Ministry of Agriculture. The economist,
agronomist and livestock specialist will work directly with each of the four
field teams under the guidance of the team leader. See ANNEX II. c¢. 2 for
technical qualification requirements of this team.

1, Technose.sve is a U.S.-based PV which has considerable experience in the

T area of agricultural management. A majority of its employees are Latin
Americans (or of L.A. descent). It has one of its four regional offices
here in El Salvador. We have discussed Technoserve's possible partici-
pation in this project with their representative here. He was enthusias-
tic about it and assured us they could be a high quality team.
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d) Implementation Plan

Results from the reconnaissence phase of this activity must
be processed and made available to planners and policy makers well in advance
of the onset of the 1981 crop season vwhich is generally in May. Although
partial results will be available as they are processed, there is considerable
urgency in initiating the activity as soon as possible. For planning purposes,
Noverwer 1, 1980 will be the target date for initiating the activity.l/

The Technoserve technical assistance team leader will enter
on duty in El Salvador on/or about November 1. OSPA will already have selected
his counterpart, the activity leader. Working together, these two leaders will:
(1) Review job descriptions previously prepared by OSPA and initiate recruit-
ment or contracting of the four teams as well as the SPA based technical staff
including the rejuired support personnel. (2) Review the eleven principal tasks
as outlined for this activity and (a) Detexmine if this list should be further
expanded, modified or clarified, and (b) Clear any suggested changes with MAG
and USAID. Prepare and have duplicated required forms and questionnaires for
field use. (c) Prepare necessary documentation and place orders for activity
equipment.

The balance of the Technoserve team, i.e., the economist,
the agroromist, and the livestock specialist will be called forward about
November 15. Iocal staff and field teams will be in place, therefore training
can begin after a three day orientation period of conferences and background
reading for the foreign techniciens. Training will preferably take place at
a nearby hacienda to be selected by OSPA. By December 1 the major group
training will have been completed and the teams assigned to their respective
regions. During the first two weeks of December the foreign field technicians
will work with the different teams at the field level in order to help to
bring about a compatibility of data from the four regions. The management
economist will continue on the job training of the OSPA based technical staff
in processing and evaluating information as well as backstopping the field
teams.

On or about December L5, the foreign technicians will
depart. The same group will return in early February to assist with problems
that have developed and to assure the continued compatibility of results being
obtained. A third three week trip will be made in April in order to help wind
up phase one and ’nitiate phase two of the activity. One final three week
trip will be made in May or June of 1981 in order to evaluate the completed
activity.

e) Summary Budget -- Beneficiary Broadening

The total cost of this activity will be $675,000.00 dis-
tributed as follows :

1/ Should there be sl. jage in initiating this activity, the same sequence
of event will be adher_. ' to.
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PERSONNEL LOAN GRANT

Contract Technicians (468 P.M.) 419.9

Administrative Personnel (90 P.M.) 23.0

Machinery and Equipment 96.0

Office Supplies 26.1

Technical Assistance (Technoserve OPG) 110.0
TOTAL 565.0 110.0

For detailed budget breakdown see ANNEX II.C.Z2.



- 33 -

2. Implementation of Decree 207

a. The Nead for Rapid Inplementation

Three months have passed since Decree 207, the so-called Land-
to~-the-Tiller Refarm, was announced.l/ Little planning or preparation for its
implementation was done during that period  although much ingenuity went into
trying to undo it orattempting to restrict its scope. The JRG has now given in-
structions to MAG to proceed at once with full implementation of the reform; ap-
parently, the only change is that an overburdened ISTA will nct be the implement-
ing agency. In a July 15th meeting with officials of MAG, the Ministry of Plan-
ning and ISTA, a presentation was made to Mission personnel regarding the broad
cutlines of the implementation program as now envisioned, and material and tech-
nical assistance were solicited. Although much detailed planning remains to be
done, a general framework has been established. If progress in implementation
could be made prior to the next agricultural year (April 1981) to clearly iden-
tify lands and people who arz affected by the reform and establish basic rights
and responsibilities, then Decree 207-related violence and conflict could be
minimized. 2/ This will require some form of provisional titling and a system
for collecting land payments and compensating ex-land owners. Given the large
numbers of potential beneficiaries of Decree 207, and the desirability of meeting
this timetable, broad support has been programmed for this activity.

Muach remains to be done in the way of detailed operational plan-
ning, development of implementing regulations and procedures, and in reinforcing
institutional capacity prior to the initiation of actual field work. The design
of this component reflects the current state of affairs. Significant amounts
of technical assistance, especially short term are programmed up front to assist
implementing institutions to work out these plans and procedures., This is fol-
lowed up with broad institutional support. Although the type and magnitude of
resources identified in this component are believed appropriate, their actual de-
velopment and utilization may vary considerably in the course of project im-
plementation due to the preliminary state of GOES implementation planning to date.
The design of this component reflects the Mission's best judgement regarding how
the GOES will go about this process. Refinements will no doubt be necessary in
the course of implementation. Implementation arrangemsnts are discussed below
in the component description and in Section V.

b. Guiding Principles to the Implemention of Decree 207

It is expected that the design of the operational plan and
procedures for the implementation of the Land-to-the-Tiller reform will be
guided by the following basic principles:

1/ Decree 207 was proclaimed on April 28, 1980.

2/ MAG estimates that Decree 207 may benefit some 160,000 families and affect
about 200,000 hectares.
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1) Decentralization

The basis of implementing the reform is matching "tillers"
with land in accordance with the provisions of the law. This relationship must
be determined by consulting those who are knowledgeable regarding local land
ownership and rental arrangements, Invariably, this reservoir of knowledyge
resides only at the lccal level. In the field the "indirectly exploited " lands
must be determined and their expropriation formalized. Affected lands must be
identified, areas presently being rented specified, and their boundaries determined
and mapped, ownership and tenurial data collected, and all information verified
by disinterested local parties. 1/ This procedure will minimize disputes and
€rroxs.,

2) Definition of Reform's Effect

Rapid ani unambiguous definition of who is affected by the
reform and how, is essential to minimizing security problems, reducing political
opposition, insuring beneficiary rights and maintaining agricultural production.
A publicity campaign to cammnicate this information to the public is an important
activity.

3) "Once up - Once down" Titling Procedure

To save time and resources (financial and human) the system
of land titling and registration should be designed to permit a single flow of
documents from the local level where the initial information is collected to the
center (MAG and the mortgage banking institution) and back.

4) Role of the Government and Farmer Organizations

To legitimize the land reform process and demonstrate the
Government's commitment to the reform it is essential that a government repre-
sentative be associated with the titling, land payments and compensation. Cam-
pesino organizations may play a vital supporting role in disseminating informa-
tion, advocating farmer rights in grievance cases and facilitating access to
ancillary services (such as credit, inputs) once land rights are established.

5) Data Processing

Far reasons of both efficiency and management control, elec-
tronic data processing will be essential to handle the task of issuing ard re-
deeming different types of bonds with varying terms and maturity, providing
campensaticn for thousands of ex-landlords, maintaining amortization records
for tens of thousands of beneficiaries and issuing land registration and titling
documents on hundreds of thousands of parcels of land.

1/ The expropriation of fallow land, normally rented, should also be formalized,
whether or not those plots were being rented out this year; this is because all
lands not directly cultivated are subject to expropriation.
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¢c. Activity Description

The task now before the GOES is to develop detailed implementing
regulations, establish clear implementation procedures, inform the public with ,
respect to how and when the reform will be implemented, create the institutional-
capability to implement the reform and initiate the process. Discussions with
.MAG officials indicate that this process is just beginning. Preliminary identi-
fication of institutions and their basic responsibilities has been made. CENTA
and a new department in MAG, the Agricultural Associations Department 1/ will be
charged with much of the field work associated with identifying affected lands,
beneficiaries and land owners. The same Department: is expected to perfarm, co-
ordinate and/or facilitate the function of land registration, titling and informa-
tion management. This unit will have to process field data so as to produce end
products of beneficiary and compensation lists, amortization schedules, bonds,
land registration and ultimately full legal titles. A new institution, as yet
unamed, 2/ will be responsible for matters pertaining to land payments and land-

lord campensation.

The actual modus operandi for implementing Decree 207 will take
some time to plan. The earliest possible provision of project technical assist-
ance to advise on matters of implementation regulations, provisional titling,
operational plans for Land-to~the-Tiller implementation, etc., is essential to
initiating implementation activities on a timely basis. Inplementation will re—
quire the mobilization of significant resources to formalize expropriation, de-
texmine beneficiaries, carry out provisional titling, land registration, and
initiate land payment and ex-landowner campensation. To collect field data ard
issue provisional titles prior to the commnencement of the next agricultural cycle
will require a staff of 288 field level land reform agents, 72 CENTA agency
supervisors and 14 departmental coordinators. This staff would be dispersed over
El Salvador's 14 departments consisting of 261 municipalities and 2008 cantones.
Each case will require information from beneficiary, neighbors and ex-landowners.
The costs of mobilizing these teams and hiring additional personnel (who will
be trained under the training component) will be paid for by the project.

/

In addition to these operational costs, implementaticn of Land-
to~the-Tiller will require improving the institutional capacity of key institu-
tions. The departmental land registry offices need to be reinforced to handle

1/ Departamento de Asociaciones Agropecuarias: A new unit in MAG,whichwill have broad
responsibilities for implementation activities of Decree 207. Its creation and

basic functions are defined in Decree 221, the Special Law of Agricultural Asso-
ciations. Inspectorias Agrarias will constitute part of this department's field
staff. Previously this staff was responsible for the enforcement of the agri-
cultural rent law; these functions became obsolete with the elimination of rental
tenure status by Decree 207.

2/ This new institution, whose law must still be written will take over the
assets of COFINTA (The Financial Corporation of Agrarian Transformation) which was
created in February of 1979 and was intended to serve as a land bank to finance

a different kind of "agrarian reform". COFINTA never became functional and there
are now plans to change its mandate and charge it with implementation responsi-
bilities vis~a-vis the land to the tiller reform. It is probable the its name

will be changed.
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the greatly expanded volume of work. An agrarian reform court system needs

to be established with one court in each of the 4 agrarian reform zones. Only
an initial estimate can be made of the costs for these officesat this time.
Technical assistance in the areas of developing implementation regulations,
grievance procedures, titling and registration procedures, systems and organiza-
tional management will contribute to the basic decisions the government will be
taking in the coming months regarding the responsibilities of these institutions
and the resource requirements. Preliminary estimates of these costs are reflect-
ed in the summary budget presented bslow and in the Detalled Budget in Annex
I1,C.4;

Three other elements constitute the balance of project activity.
A carefully designed, broad coverage caupaign will be undertaken to inform bene-
ficiaries and land owners alike regarding the government's policies and program
to implement the Land-to-the-Tiller refoxm. Initially, the campaign will seek
to educate the public with respect to who is affected, how and when. Information
on beneficiary and landlord obligations, field infarmation collection and provi-
sional titling will later give way to a treatment of land payments, ex-owner
campensation, grievances and ancillary services available to beneficiaries. The
Ministry of Agriculture will manage this campaign which will utilize radio, news-
papers, pamphlets, etc. Campesino pramoters will also be trained and sent to
the field to spread the word. This is also one of the key promotional areas
addressed by UCS. Currently, UCS's 341 pramoters spand most of their time edu-
cating Decree 207 beneficiaries. Bducation and promotion shall continue to be
2 principal part of their function.

Given the enormity of implementation task, the urgency of its
execution and the general state of unpreparedness of both personnel and institu-
tions to deal with Land-to-the-Tiller, substantial amounts of technical assist-
ance will be required. For many areas it will be needed early on to advise on
matters of policy, organization and procedures that are required to fashion a
land reform implementation system. Two long=term advisors will be grant-financed
for one year each. The agrarian reform advisor will advise on matters pertaining
to the design of a detailed implementation program covering titling, lard regis-
tration, compensation, land payments and grievances. Subsequently, he shall
address procedural and methodological matters in these same areas in concert with
short-term, more specialized assistance. A systems and procedures specialist will
assist in the design of an information and management system that will allow for
the efficient data handling and production of titles, land registers, bonds and
campensation information, beneficiary lists and amortization schedules. The
advisor will work closely with short term organizational management specialists.
Scopes of work for long-term technical assistance are contained in Annex II1.C.4..

Seventeen person=months of short-term assistance are programmed
at a cost of $170,000. Positions, mini-scopes of work and amount of time are
identified in the detailed budget in Annex II.C.4.

Eletronic data processing (EDP) will be essential to both ef-
ficiency and management control of the inter-related processes of titling, re—
gistration, land payments and compensation. It will be necessary to design an
EDP system to process the enormous quantity of information associated with
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executing these processes for 160,000 baneficiaries, between 200,000 ard 300,000
pieces of land and thousands of ex~land cwners. The project will finance costs
associlated with the design and installation of the system and far computer
saxvices. The salaries of three highly qualified local professionals have also
been included to provide the leadership and expertise required to mount this
operation,

Training must be provided to personnel responsible faor field im-
plewentation of Land-to~the~Tiller. CENCAF will arrange for the trainer train-
ing, and the training of 14 departmental supexvisors, 72 agency supervisors and
288 field workers over a mor+h and a half period commencing in October. Train-
ing costs are budgeted under the training couponent of this project. Course
content will focus on skills and job knowledge relevant to the tasks of these
aployess.

Much of AID's assistance for this project component is associated
with financing operating expenses of field work. Salaries, per diem, trans-
portation costs and basic materials (maps, forms, instructions, etc.) will be
financed by the project. Perhaps 50% of manpower requirements can be met from
existing CENTA and MAG staffs. 2An estimate of these costs is presented in Annex
II.C.4 (Detailed Budget). As a condition precedent to the disbursement of loan
funds, MAG will present to AID a detailed inplementation plan specifiying the
actions to be carried ocut and the type, amount and timing of all costs. AID
will advance funds for 60 days estimated expenditures based on this estimate.

Long and short-term technical assistance shall be secured under
DSB/RAD Cooperative Agreement Number 5301, with the Land Tenure Center (LIC) of
the University of Wisconsin ("Access to Land, Water and Other Productive Assets").
The LTC's long association with land reforms in Latin America and extensive set
of contacts throughout the world make it a praminent source of technical assist-
ance for this component. The Mission will rely on DSB/RAD for AID/W backstop-
ping for this activity and help in psrsonnel selection.

Presented below is a sunmary budget,
A detailed budget is onntained in ANNEX II.C.4.

SUMMARY BUDGET -- Decree 207 Implementation
LOAN GRANT
(000 $)
I. Operational Support 880
II. Docurentation Center 250
I1T. Informational Campaign 150
IV. Institution Building

Reinforce registry offices 166
4 agrarian reform courts 184

V. Technical Assistance 370

TOTAL ¥ 1630 370

*/ Does not include 525,000 for training



c. Reform Planning and Evaluation (Component III)

1) The Problem = Planning for Agrarian Reform

The comprehensive lardl reform program launched by the
government of El Salvador in the spring of 1980 has placed wunprecendented pres—
sure upon the national planning system. The sheer magnitude of critical policy
decisions all demanding immediate clarification and articulate guidelines point
wp the extreme urgency of substantial financial and technical inputs into
strenthening the country's planning capability.

Policy makers, due to unprecedented political pressures,

have felt forced to articulate critical reform decrees, i. e., Phases I and II
as well as 207 - Land-to-the-Tiller, before the overworked planners could
analyze pertinent data, explore possibilities, and develop strategies in orxder
to present carefully worked out alternatives for policy decision. To date
 government has been unable to fully establish priorities in the implementation
of the phases of the reform. Goals need to be set, objectives articulated,
programs planned, and targets quantified. Clear cut guidelines for institution-
al participation must be established. With these necessary elaments the agrarian
reform can be moved through to implementation, with a minimm of dislocation,
with desirable consequences fcr total economic and political milieu of the

country.

2) Existing Planning Structure

The framswork for the National Planning System for El
Salvador was established in 1976 1 , and defines planning responsibilities at
the several levels of the institutional hierarchy. For present purposes there
are three planning levels within this structure which have the most immediate
application to the agrarian reform program:
No. of Professional

Level Planning Entity Staff Positions
National Ministry of Planning 13
Sector Agricultural Sector Planning Office 35

(OsPA) , MAG
Institutional Planning Division, ISTA 11

The National Planning Ministry is concerned with planning
and developing operational and policy guidelines for the overall economy. The
agricultural sector planning office (OSPA) developed as the unit charged with
the planning functions of agrarian reform in addition to their normal duties
of agricultural sector planning. ISTA's planning office is concerned with the
development and implementation of ISTA's role, principally in Phases I and IT
of the agrarian reform.

1/ El Sistema Nacional de Planificacifn: Marco Conceptual Bdsico; 1976
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The Agricultural Sector Planning Office, OSPA, has emerged
as the best staffed and most capable unit to deal with the overa.l agrarian
reform program. This is evidenced by the fact that agrarian reform policy
makers are utilizing OSPA assistance to the point of straining their capacity
to respond. This activity is primarily directed toward enhancing OSPA's
capability to respond effectively to the task of planning, guiding and evaluat-
ing the agrarian reform program. In helping to strengthen OSPA careful atten-
tion will be given to strengthening coordlnatlng linkages among the three
planning levels concexrned with agrarian reiorm.

This activity is designed %o assist OSPA in attaining the
required capability for planning on the scale and at the level of complexity
that is demanded by the agrarian reform program. Critical areas in which
assistance will be directed are the planning and coordination of implementation
of Land-to-the-Tiller, preparation for Phase II, and the monitoring and evalu-
ation of Plase I. Moreover, policy studies will have to be undertaken on such
questions as tax policy for the reform sector, on the management of the agrarian
debt, the distribution of surpluses and new production opportunities carrying
out these tasks will require generation, processing, analysis and use of data
and information; coordination of agrarian reform activities and consequences
with programs in other sectors and within the sector (e.g. effects on land use,
production, employment and balance of payments, required input from the
education, health and other service sectors, etc.); and the system Tor
evaluation of plans and implementation strategies, and their modification. 1In
order to meet the demands placed upon OSPA the agrarian reform program, the
office must be reinforced and given material and human resources which will
enable it to meet its expanded responsibilities.

3) Activity Description

The purpose of this activity is to improve the GOES's
capacity to plan, monite~ and evaluate the implementation of the agrarian
reform program in both ihe short and long run. The specific objectives are :

a) To strengthen the institutional capability to perform
long-texmpolicy, planning and evaluation functions and to respond effectively
to the task of quiding the implementation and evaluation of the agrarian
reform program;

b) To provide the additional resources needed to carry
out special studies and to conduct the high priority, short term planning
necessary to develop that capability.

According to the Basic Law, the Minister of Agriculture
prepares agrarian reform policy with the assistance of an eleven—person advisory
committee. A new Vice-Minister of Agriculture is quickly becaming the focal
point of the reform effort and several commissions are working feverishly to
meet the deadlines for inplementation regulations of the Basic lLaw and Decree
207. OSPA is a staff office to both officials and provides working linksto
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the sector's autonomous institutions.,

The OSPA is tie entity charged with the overall responsi-
bility for agricultural sector planning, for advising and assisting the tech-
nical and administrative agricultural public sector entities in their plan-
ning process and for the coordination of the sector plars with the national
eccnomic and social policies and objectives developed by the Ministry of
Planning. It is, therefore, the logical institutional base for this activity.

’ Under this activity, AID proposes to assist OSPA to develop
an Agrarian Reform Planning,Policy, and Evaluation Division which willi become
OSPA's "nerve center" for the agrarian reforml/The project will provide fund-
ing for long-term technical assistance and the human and material resources
necessary to develop this section into an effective operational entity. This
entity nust develop quickly the capacity to translate broad goals into coherent
strategy; to monitor reform implementation in terms of such performance para-
meters as profits or losses by producer associations, rate of capitalization,
employment generation, and to evaluate the reform outputs such as crop and
livestock production, exports, foreign exchange earning, etc. Although
geveral people in the division will be assigned to plan for the long-texm and
to evaluate the reformts performance, there are policy issues that can not be
put off and programs must be designed to implement differing aspects of the
reform's several phases. At present it is thought that this would be done by
three interdisciplinary task groups, within the division, each of which would
focus on different phases of the reform.

DECREE 207 ACTIVITIES

One constellation of issues to be examined is associated
with the land-to-the=tiller reform; who are the beneficiaries and ex-land
owners; parameters directly associated with the deployment of field staff and
resources to initiate the titling processes, etc. Another constellation of
issues concerus the nature of the old patron-client relationship, socio-econcmic
characteristics, farming practices, environmental milieu,etc. These bear on
the nature and timing of the need for public sector efforts in such areas on
credit, access to inputs and markets, extension services. To deal with these
questions a special task force will be assembled in OSPA to analyze the
available information and that to be gathered under this project.

1/ At the present time almost all of OSPA's four line divisions (Program,
Policy, Projscts, Organization and Budget), are focusing much of their
attention on the reform. As the reform begins to stabilize, however, normal
functions will as well. A unit will exist in OCSPA, however, whose one and
only concexn will be the agrarian refom.



= 4] -

The most expeditious, cost-effective means for OSPA to get better
infoxmation on Land-to-the-Tiller issues is through the use of MAG's area
gsmpling frame. Design of a special "207" questionnaire, field data collection,
unalysis and the final report could be carried out in an estimated 4 months
using regular MAG staff and facilities in the Directorate General of Agricul-
fure Economics. The study could draw upon the advisory services of ROCAP and
CATIE for assistance as necessary. Approximately $50,000.00 will be required
for the field work involved in this stwly.

Phase I Activities

Planning for the healthy development of Phase I cooperative associations
is a high priority. The nature of these organizations, (their internal structure
with respect to decision making, risk sharing, work roles) and their relation-
ship (access to/dependency upon) to public and privete scctor services, are
crucial to the very viability of the refom and mary policy questions about
them still remain to be settled. For example:

-~ How should profits of the enterprises be divided? To what extent should the
association have discretion to make such decisions? To what extent should
it be regulated?

— What process should be followed in guiding associations to self-management
(auto-gestion)? :

-= What corditions should be stipulated as essential to granting auto-gestion?
(For example, profitable operation, good credit standing, books properly
maintained, operations in accordance with statutes, by-laws and legal
requirements).

-- What procedures should be followed if an association becomes insolvent or
defaults on land payment or debt?

— After an association reaches auto—gestion, what should be its continuing
obligations under the land reform program? What regulations or controls
should be maintained over its operation and organization?

-- What kind of title should the association have to land obtained under
agrarian reform? What should be the titling procedure?

-= Under what conditions would individual plots be more practical and efficient
than group farming?

The ways in which these issues are resolved will determine in considerable
measure both the econcmic ard social success of the Phase I reform.

Profile data on Phase 1 beneficiaries has been collected kut is as yet
unanalyzed. The database is a realpotential source of information useful for
making decisions about the need for social services,housing, education, water,
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health conditions and services, etc. Furthermore, base line data on basic
socioc-economic characteristics will make it possible to menitor progress over
time with periodic follow-on surveys. An estimated $75,000.00 is required to
organize and conduct the initial round of studies.

Phase II Plamning

Phase II, involving expropriation of estates between 100 and 500 hectares
(from 150 hectares in case of poorer land) will be much more canplex than Phase
I since the number of estates involved (socime 1700 - 1800) will be many times
larger. Further, because of smaller size of Phase II compared with Phase I
estates, it is probable that a smaller proportion will be well organized
businesses with paid administrators; indeed, many may be left without any
adninistration upon removal of the former owner. Also, since it is intended
to allow the former owner to retain from 100 to 180 hectares 1/ in many cases,
the net amount to be permanently expropriated may be an insufficient base for
the operation of a production ccoperative. In such cases procedures for dis-
tribution of land to individual beneficiaries may have to bt made, in other
cases there may be a potential for uniting two or more expropriated properties
to form a viable enterprise.

In any case, effective implementation of Phase 7T will require a great
deal of plamning if it is to proceed in orderly fashion, with little inter-
ruption of production, and with a minimum of confusion, controversy and blood-
shed.

In Phase I, 68 haciendas that were under 500 has. were intervened by
mistake 2/ because cadastral records were not up to date nor in accordance
with the property registry (which is the legal record but which does not
locate properties well), and because many transaction had not yet been re-
corded in the property registry. The cadastre is now being updated. Funds in
this project will be used to confirm that the cadastre has been properly
updated. Cross references will be made for each property with the property
registry. Fram secondary sources such as soil surveys, aerial photos, and tax
records as much information will be gathered on each vroperty - as possible.
Low profile field inspection of 40 to 50 properties to confirm their size,
borderlines, soil types, and tenural structures will be carried out to confirm
the accuracy of cadastral, property registiy, and secondary sources. Having
this information organized and analyzed for each property will assist in
formulating an intervention strategy and In dealing with the reserve issue. It
wil. also facilitate any negotiations with present owners. The project will
provide $25,000.00 to cover the cost of maps, reprocd.ction of records, and
the acquisition of other materials, as well as, the costs of undertaking field

inspection of the 40-50 properties.

}_/ If tl}e land is of poorer quality 150 hectares can be retained, plus anothé.rir
20% if the owner maintains the property wall prior evrrorriation.

2/ Forty-one of these have been returned, 33 immediately upon discovering the
error and 8, later.
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4) TImplementation Plan

A long-temm Agricultural planning Advisor will be scheduled to
arrive about November 1, 1980 to advise and assist the OSPA in the development
of the agrarian reform planning and evaluation of division. OSPA will begi= as
goon as pogsible, with the assistance of this advisor, to establish, staff and
make operational the proposed entity.

One of the early tasks of the advisory technician will be to
assist OSPA management to determine the scope and priority of the special
studies needed to serve as a basis for the planning decisions that are critical
to success of the reform program. Local and expatriate technical services will
be contracted to make these studies, evaluate existing data, and to provide
the information required.

Because of the urgency of rationalizing the planning, imple-
mentation, evaluation process as it relate. to the agrarian reform program, it
is expected that through the use of quality local personnel and of local and
expatriate consulting services, the institutional and long-term planning capa-
bility can be significantly improved simultaneously with the broadening of
the information base. Improved methodology, better data and the increased use
of computers should pemmit agricultural planners to respond quickly to the
damands of a fast moving agrarian reform 2ffort and to provide t.~ guidance
necessary for its successful implementation.

5) Technical Requirements and Budget

A long-term experienced Planning and Research Advisor will be
required for one year to advise in the organization, methcdology and inple-
mentaticn of the agrarian reform planning section or division. A local senior
level Planning Advisor and three Technical Advisors will serve an advisory/
staff function in order to move ahead quickly in response to the urgency of
the situation. ¥our additional local Planners, in addition to OSPA's present
staff, will be placed in this section to work with the four advisors above so
as to provide continuity upon campletion of the assistance under this activity.

It is anticipated that additional technical assistance will be
required in the areas of data processing, computer programming and in the
analysis of information in one or more of the technical agricultural disci-
plines for the successful implementation of this activity. Ten person-months
of short—-term assistance has been allccated to fill these needs. The Mission
will attempt to make use of the OS/RAD Cooperative Agreament with the Land
Tenure Center to procure the required technical assistance. Special care will
have to be exercised to coordinate the activities that will be carried out
under this component, especially those relating to Phase I, with the Beneficiary
Broadening activities described elsewhere in this paper.
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BUDGET ~- REFORM PLANNING AND EVALUATIOHN

(5 000"s)
N LOBN TOTAL

Planning and Research Adw sor - 1 year $100.00 $ 100.00
Short~Texm T.A. 10 pn at $10.0/00. 1.00.00 100.00
1ocal Professional Staff

1 Senior Plamner at $18.0, 1 1/2 yxs. 27.0 27.0

3 Advisors at $14.0, 1 1/2 yrs 63.0

(Fcon. /Plamner, Rgroncmist & Systcems
Analyst) 63.0 72.0

4 Staff Planners at $12.0, 1 1/2 yrs. 72.0
Conputer services 125.0 : 125.0
Iogistical Support 32.4

Vehicle rental 3 at $300/mo. for 36 mos. 32.4 21.6

Gasoline 300 gal./wo. at $2.00 for 36ms. 21.6 26.0

Caiputer supplies, documents,

publicaticns, etc 36.0 13.0

ts 23.0 150.0

Special Studies 150.0

TOTAL $550.0 $200.0 $7506.0
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IV. PROJECT ‘ANALYSES

A. Social Analysis:

Noxman Chapin of LAC/DR has done a major study for the Mission on the
socio-economic environment within which the agrarian reform is taking place. His
report is ANNEX II.A of this PP. The following therefore is a synopsis of
the three major social soundness issues which are apparent in the reform to date:
(1) group versus individual ownership patterns and werking habits, (2) the social
problem likely to be encountered in the implementation of Decree 207, "Land-to-
the-Tiller" and (3) the role of women in the reform.

1. Group V. Individual Ownership and Working Habits

A strong emphasis exists in this reform on group ownership and
woiking of the large haciendas. This seeams to derive from several basic beliefs
that are widely held by many policymakers and professionals working in, or connec-
ted with, the reformt (1) that the pre-reform haciendas were efficient production
uniis which must not be allowed to break up, no matter what; (2) that group
activities a.e somehow more moral than individual ones, and that Salvadoran
"individualism" is an undesirable character trait which must be purged and over-
come, and (3) that small-scale farms are inefficient. There is, of course some
basis for all those beliefs. Pre-reform haciendas twrned a profit and paid taxes,
while pre-reform ISTA farm always cost more than their revenues, small-scale
famers do need support services to be efficient producers, and individual sacrifice
is at times required for the comon good. Still, the Mission has serious doubt
about the ability of this revolution to forge the new man and so do most Salvadorans.

A basic distinction must be made between two types of reform benefi-
ciaries. The hacienda colono is a docile, depencdant person as Chapin's regport
points out. The off hacienda aparceros (renter, sharecropper) on the other hand,
are markedly self-reliant and individualistic. Thus, the difficulty in getting
colonos to work in groups should not be overemphasized. Similarly, efforts
to pramote group faming among aparceros have met with considerable frustration.

There has already been a tendency on some haciendas to move to the
individual subsistence plot. That tendency is being strongly (although not cample-
tely) resisted by ISTA, which even though it has evolved, still shows streaks of
paternalism. As the reform progressess, it also seems certain that there will be
some evolution to individual plots of coffes and perhaps cane. Such shifts should
not necessarily be feared or resisted by Salvadoran policy-mekers. Small-scale,
efficient production of these crops is prevalent in many places, including El
Salvador, itself.

2. Decree 207 Implementation

Even though owning a pilece of land is among the highest of the
aggggero ideals, many "rent" from the same people they work for. Their "off-
plot™ incame 1s in most cases considerably higher than the subsistence they are
able to wrest from their "micro-plots". There will thervefore exist some
hesitancy among them to claim their rights under Decree 207. There is a solution
to this problem. Decree 207 expropriated all lands that are not directly worked
by their owners. This should be stressed in madia campaigns. The beneficiary is
not taking the land from the patron. it has already beenm taken, and should he not
claim it, it could be assigned to others. pesino unions can also play a key



- 48 -

role here by encourgaging apax in groups to claim their rights. Although
the patxon can take ar@loynent reprllalcx against one or two, he will continue
to need their labor sexvices and mass reprisals will be difficult.

3. The Role of Wonen

Women in the rural areas are not only burdened by their economic
conditions but face a daily struggle to obtain water and wood for cooking. They,
as well as the men, participate in the harvesting of seasonal crops to supplem-
ent incame though they do not immigrate to other areas in search for such work
as do men (Chapin Social Analysis). Legally women are paid less than men for
work performed in farms during planting or fertilizing period 1/ but get equal
pay for crops harvested.

Land tenure data is not availlable by sex, though it is thought that
because of cultural patterns most of the few land owners and "renters" are men.
Women were in effect excluded from the socilo-economic benefits of working land
for themselves prior to the reforms. Although. there is nothing in the reform
legislation which discriminates against women, there is also nothing there stating
that their incorporation into social decision-making or the benefits of tenure
is a goal to be pursued.

Women in E) Salvador: Some Basic Facts for Development Planning
by Polly Harrison 1977, Page 71, indicates that 70.3% of rural women work 41-48
hours ~ week at production tasks; most all also are heads of households. Because of
cultural volition the reform has yet to come explicitly to grips with these
facts.

4. Project Activities Addressing the Social Issues

The Project includes several elements, including training, to
engure that both ISTA and CENTA recognize and monitor the social constraints
to implementing the agrarian reform program. Considerable emphasis is being
placed on mass cammnications programs which describe the colono and aparcero
rights and responsibilities under the agrarian reform, and campesino pramoters
have been hired by ISTA. In addition, a variety of legal assistance, colono
training, and cammunity development activities in the Mission pregram are
directed at reinforcing the colonos in their new roles. The project will provide
for a women in development training advisor for CENCAP who will atteampt to assure
female participation in CENCAP courses and also develop a special training program
which focuses on women's special needs.

1/ Which may be an important reason they do so much of that work. They do
~  not do land preparation.
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B. Financial Analysis

1. Financial Plan

The cost of the project is $19.4 million.AID will contribute $13.4
million ($10 million loan and $3.4 million grant) and the GOES will contribute
$6 million. AID loan funds will finance credit ($4 million), operational and
administrative support ($4 million), materials and equipment ($506,000), vehicles
($307,000), training ($200,000) and contingencies and inflation ($1.1 million).
The ATD grant will finance credit ($2 million), technical assistance ($1.1 ‘
million), and contingencies and inflation ($210,000).

The GOES will contribute $1 million to thes BFA Special Line Credit,
and $5 million for the Former Owner Compensation program. The GOES contribution
totals 30% of the total cost of the project. Approximately 12% of the AID
assistance will be used to finance foreign exchange costs.

The overall financilal plan for the Agrarian Refcrm Organization
Project is presented in Table I.

About one half of the assistance will be used to finance Farmer
Organization and Training activities ($6.2 million loan, $2.5 million grant).
This component include funds for training programs sponsored by ISTA and CENCAP
($2 million), for an incremental contribution to the BFA Special Cocoperative
Line of Credit ($4 million) and a new credit line ($2 million) for campesino
unions, and for technical assistance and equipment (5$650,000) for ISTA to
establish a farm level accounting and information system.

Approximately $2,775.000 of the project assistance will be used for
the Reform Administration component. This includes $750,000 for the Office of
Agriculture Sectoral Planning (OSPA) for operational support, vehicle rental,
machinery and equipment, office supplies and technical assistance and $2,025,000
far the Implementation of the Decree 207 program. An additional $750,000 is
provided to strengthen agrarian reform planning and evaluation capabilities of
OSPA within the Ministry of Agriculture.

2. Special Credit Financing

Two separate Lines of Credit are to be financed with project funds:
$4 million is being added to the BFA Special Line of Credit established under the
Agrarian Reform Credit Project (519-0263) and $2 million is being provided to
finance a separate BFA credit facility for members of campesino unions. Agricul-
tural credit provided by AID under the two projects totals $15 million. As dis-
cussed in Part II, most of the credit will be used to meet agriculture production
requirements and medium term expenses of the Agrarian Reform Sector. The interest
rate will not be less than 13%. 1/ Some 40,000 campesinos are members of unions
which initially will be eligible to use this credit.

g_./ The BFA will charge 15% per annum on funds advanced to campesinos




TABLE 1

ESTIMATED PROJECT COSTS

(Us $000)
COMPONENT A I D TOTAL GOES TUIAL
LOAN GRANT AID PROJECT
I. Tarmer Organizations & Training
Training 1,900 1,860 3,760 — 3,760
BFA Campesino Union Credit 1,750 250 2,000 e 2,000
Special Cooperative Credit Line 4,000 -— 4,000 1,000 5,000
Accounting & Info. System 400 250 650 —_— 650
Sub-Total 8.050 2,360 10,410 1,000 11,410
IT. Reform Administration
Beneficiary Broadening 565 110 675 — 675 ,
Implementation of Decree 207 1,630 370 2,000 - 2,008 o~
~3
Former Cwnery Campensation — S — 5,000 5,000 '
Sub-Total 2,195 480 2,675 5,000 7,675
IITI. Planning & Evaluation
Planning and Evaluation 550 200 750 — 750
Sub-Total 550 200 750 —_— 750
Iv. Inflation & Contingencies
Inflation and Contingencies 0,955 210 1,165 —_— 1,165
Sub-Total 0.955 210 1,165 e 1,165

TOTAL 11,750 3,250 15,000 6.000 210600




TRAHLE 2. <.

=
t
PROJECTED EXPENDITURES BY FISCAL, YEAR
‘QU.S&. $@00)
FY 80 FY 81 FY 82 TOTAL TOTRL
COMPONENT ATD GOES AID GUES ATD COES AID COES PROJECT ..
I. Fammer Organization 10 -- 8,972 1,000 1,438 — 10,410 1,000 11,410,
and Training
II. Reform Administration — 2,100 5,000 555 - 2,675 5,000 7,675
ITI.Planning & Evaluation — 600 — i3 -- 750 - 730
SUR~TOTRT, 0 - 11,672 6,000 2,123 — 13,835 g,000c 18,235
;
Contingencies & Inflation 1.9165 - 1 165 &
7
§
TOTAL ccococcos 15,000 6,000 21,000



TAEIE 3

{Us '$600)
D : . TECHNICAL .
COMPONENT COMMODITIES l/ ASSTSTZNCE TRAINING TOTAL 23/
I Famer Organization and Training
Trainmg 694 1,860 160 .1,]_06 - - 35750
BFA Campesino Union Credit - - — - 2,000 2,000
Special Cooperative Credit Line -- - -- - 4,000 4,000
Accounting and Information System 45 250 - 355 - 650
Sub~Total 739 2,110 100 1,461 6,000 10,410
IT Reform Administration _;
Beneficiary Broadening 122 110 _— £43 —.- 675 =
Implenentaticon Decree 207 70 370 —_— 1,560. - 2,880 7
Sub~Total 192 430, 2,003 - 2,675
IIT Plamning and Evaluation - 200. - 550 - 750.
“IUI‘MJ 931 2,7904 100 4,01&} 6N000 13%35

1/ Includes : Eguipment and Materials and vehicles.

._2;/ Includes Salaries for local Technical Assistance

3/ Contingencies and Inflation not included.
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C. Technical Analysis

The Project design involves no significant decisions with respect to the
choices of technology. Financial, organizational, and administrative issues have
been the over riding concerns in the project's design. They are treated in
other sections.

D. Institutional Analysis

The GOES does not have the institutional capability in whole of its
separate organizational parts to carry out the reform process it has set Jitself
about. The dimensions of the task are staggering: 238 Phase I farms and another
1700 to 1800 properties in Phase II; an estimated 160,000 potential Land-to-the-
Tiller beneficiaries with claims to 200,000 or 300,000 discrete parcels of land;
and in total perhaps 35 to 45% of all farm lands will be affected. Apriori, it
was patently clear that ISTA did not have the management, human and physical
resources to carry out Phase I. Yet, the intervention was executed, campesinos
were organized, and a relatively normal level of production was maintained. ISTA
rose to the task surprisingly well with secunded staff and vehicles which were
later released when the crisis passed. Remarkable institutional elasticity was
demonstrated, not only by ISTA but by most of the public sector agricultural
institutions.

Only with similar "remarkable" performances by CENCAP, OSPR, CENTA, BFA,
ISTA, and a-yet—to-be-born mortgage banking institution can this project be fully
implemented and the reform process moved forward. The Mission believes this will
be the case. Because it must be; there are virtually no alternatives to weak,
disorganized, or untested institutions rising above their limitations. This is
not a sanguine analysis which concludes that everything will turn out well;
institutional performance will depend upon a massive effort to plan, organize,
reinforce and support key institutions. Often we confuse institutional capacity
for political will. Yes, with will and resources many things can be done. That
does not mean they will be done well. To wit, the GOES did "take" 68 properties
under 500 ha. in Phase I "by mistake" e.g., 24% of the properties taken were too
small. 1/. Clearly, it caused lots of problems afterwards. To make things work
well takes skill, knowledge and experience, as well as, adequate resources. That
is what this project is about: planning here, training there, and experiment here,
organization there. That does not mean resources aren't important. For example,
one strategy for dealing with "the institutional problem” has already been put
into play by both the GOES and AID. The former in its massive mobilization to
implement Phase I land reform and AID with the $3.25 million of ESF institutional
support that was programmed early and is now having a perceptable impact on the
public sector's capacity to perform.

1/ A number of properties over 500 has. have not been expropriated.
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Presented below is an analysis of the principal institutions involved
in the implementation of this project. 2an effort has been made to provide
sufficient descriptive informatjon to allow the reader to recognize the
institution's basic functions, organizational structure and resources at its
disposal. As all institutions examined were found wanting in their capacity
to carry out their project responsibilities, the analytical presentation
was limited to a recitation of weaknesses (and in some cases strengthes) and
a determination regarding the project design's recognition of these issues.
The organizational chart of the MAG's public sector institutions located in
Annex II.D., will assist the reader in understanding each institution's place
in the MAG Hiarchical structure. Further details on all the institutions is
contained in Annex Ii.D.

1. CENCAP - National Center for Agricultural Training

CENCAP, as the Agricultural Sector's principle Training Entity,
is responsible for planning,coorxdinating, facilitating, and brokering agrarian
reform training and educational programs and for training campesino beneficia-
ries and public sector technicians., It is a relatively new institution with
limited resources and has only 40 employees on its staff. 1/ Most of the
technical training is managed by the Office Technical Training. About 500
campesinos and public sector technicians have received some type of training

at the three existing training centers (financed with ESF) since the reform
began.

Despite its small staff and the lack of institutional dynamism
which has characterized CENCAP's short existence, the organization has
demonstrated a unique understanding for the problems and educational program
requirements of agrarian reform. The technical assistance and institutional
support provided by this project wilil help CENCAP, especially the training
office, to establish an agricultural training program for promotors and other
personnel. The institution also should be strengthened by the substantial
IBRD-FAQ institutional reinforcement that it is receiving. 2/

2. BFA - Agricultural Development Bank

The sra is responsible for providing short and medium term

1/ Of CENC2ZP's current staff of 40,17 are professicnals. Of
these, 4 are researchers and 9 are trainers who for the
most part are agronomists by profession and not educators.
See Annex IID for a detailed description of CENCAP.

2/ The IBRD loan of $3.4 million finances nine new training
centers scheduled for campletion in December, 1981. It
finances as well 87 PM of technical assistance wiiuich
follows on to an FAO project gtarted in August, 1979.



- 50 =

production credit to emall farmers and farm groups under this project. Its
organizational structure includes a netork of 4 regional offices, 28 branch
banks and 44 warchouses. The bank has 950 exployees of which approximately
190 are credit analysts and 200 are agndnomps/extension agents. It is
currently projecting a lending level of $101 million for 1980. It has had some
experience in lending to small farwer groups with the objective of generating
t enployment and improving living conditions in rural areas. In 1979,
2811 "solidarity groups", 126 cooperatives and 41 ISTA groups received loans
uwnder this program. Repayment rates were high for the basic grain loans
because production was marketed through the Agriculture Marketing Institute
(IRA) and loan repayments ware withheld to repay the BFA. The bank experienced
varying degrees of success for other than bagic grains.

The bank operates through 3 divisions:

1. Banking Division. This Division provides loans on the same
basis as a comvercial bank.

2. Division of Economic and Social Dsvelopment. This Division
provides loans to small and medium size farmers.

3. Fiduciary Division. This Division administers trust funds.

Approximately $500,000 in technical assistance for the bank is
being financed by the Agrarian Reform Credit Project to strengthen its rural
credit activities. Based upon the detailed institutional analysis of the Bank
in the Agrarian Reform Credit Project and Annex II.Dof this project, it is
clear that the BFA has the institutional structure and the capability to serve
the reform sector and to reach large numbers of small farmers with agricultural
credit through lending groups.

3. OSPA Office of Agricultural Sectoral Planning

OSPA will be responsible for implementing the Beneficiary
Broadening and the Reform Planning and Evaluation Activities. It serves as the
Ministry "think-tank" - advising on policy, formulating the framework fou
the reform and assessing progress and performance. It includes 3 Divisions
and 2 Special Units and employs 35 professionals and 27 support staff:

1. Division of Programs. This Division evaluates existing
agriculture programs and develops new programs.

2. Division of Projects. This Division is responsible for
assisting MAG antities to plan agriculture projects.

It also identifies gpecific program needs and locates
resources to mset those needs.

3. Budget Division. The Division controls the allocation of
funds to support specific projects.
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Two special units, International Cooperation and Administrative
Saxrvices, provide support serxvices for the three divisions.

4, 1ISTA ~ Salvadoran Institute for Agrarian Transformation

ISTA's project specific responsibilities relate to the training,
accounting and to a lesser extent, beneficiary braodening components. Although
many ISTA-technicians/employees have worked in agrarian reform activities, most
do not possess sufficient skills to effectively carry out campesino leadership
or farm management training. Most of its new promoters were formerly with UCS.
ISTA's present training capacity needs to be reinforced.

In the case of the accounting/information camponent, ISTA's dilema
is even more acute. It has had severe problems in managing its own books and
simply does not have technicians experienced in accounting operations for large
agrobusinesses like those in Phase I. Within the project, however, it is not
ISTA's function to "keep the books" at the haciendas although it does have
legitimate audit and oversight functions., ISIA's role is totransform individual
cooperative associations into auto-gestion (self-managem..t entities).

So far ISTA has done a remarkable job with only 600 employees. It
has been the principal implementing entity behind the reform. It has intervened
the haciendas, helped form the asociaciones and maintained a relatively normal
level of agricultural production. Much of this work was accomplished with
employees and equipment secunded from CENTA and OSPA, and other Ministry of
Agriculture entities. The task now is to institutionalize the process: move
the cooperative associations to viable, self managed entities as quickly as
possible and to establish an infrastructure that can deliver services to the new
cooperative associations on the intervened haciendas.

5. Mortgage Bank

A new land bank will probably be established to handle mortgage
payments by agrarian refcrm land beneficiaries as well as compensation
payments to ex-landlords. It will inherit the personnel and assets of The
Corporacifn Financiera de Tierras Agricolas (COFINTA) which was established
in February 1979, but never became cperational. Technical assistance and
operational support to help establish the new bank will be provided by the
Project.

The new bank will include at least two operational units:

1. Mortgage Credit Operations. This Division will be responsible
for collecting mortgage payments from agrarian reform beneficiaries.

. 2. Payments Division. This Division will be responsible for
compensating ex-landlords.
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6. CENTA - National Center of Agriculture Technology

CENTA has the largest field organization capability in El Salvador.
Tha Boriculture Extension Divigion will be responsible for
caxrying out most of the field work associated with implementation of Decree
207. It has "agencies" in 72 locations scattered throughout the country. As
described in Amnex II.D., it is divided into four regions and employs 461
extension agents, including 94 basic grains specialists and 76 home educations
agents. It has worked in small communities since 1971, =nd, , a5 a result,
has established a high level of confidence with campesinos and canpesino
groups. Becauge of this broad geographic capability, local agents’familiarity
with their communities and the degree of campesino confidence reposed in
extension agents, CENTA has been selected to implement Decree 207, the Land-to-
the Tiller program.

tE. Economic Analysis

1. Methodological Considerations

It is not really possible to do an economic analysis of this
project, as such. Although its costs would be relatively easy to define, the
benefits generated by it would be hard to distinguish from those generated by
the overall agrarian reform process and harder still to distinguish from those
generated by expenditures undertaken at an earlier or later date than those
of this project. It may be possible, however, to make some general statements
about the economic costs and benefits of the whole GOES-AID sectoral program.
Even those general statements, though, will have to be strongly qualified. It
is impossible to separate out the effects of the agrarian reform from the social
convulsion of which it is a part. In El Salvador export crop production dropped
quite drastically the year before the reform was initiated because to violence,
crop destruction, and fear. Dislocations have probably had a role in precipi-
tating the reform and the reform has probably resulted in further dislocations.
The economist's ceteris paribus mind-set is of little value here. Still the
project does have costs and if it doesn't have at least corresponding benefits,
it should not be undertaken.

2. Sources of Costs and Benefits

There are economic costs and benefits to land reform, but this
project is intended to promote agrarian reform, not only land refoxrm. The land
reform consists of the redistribution of land assets accampanied by improved
tenurial security. This project supports agrarian reform by attempting to
provide training, organization, and services to beneficiaries in order that
the benefits of land reform be consolidated more quickly and be greater. Thus
for purposes of the analysis, the "without project" situation is assumed to be
one where the land reform is decreed but there is no assistance to the
beneficiaries. The "with project" case is one in which the joint GOES-AID
program brings in services like credit, technical assistance, organization
and training to the farmers. The sector program has a limited life and only
generates benefits for a limited time. We have assumed that the expenditures
made over the five-year program generate benefits for a period of ten years,
with the GOES providing maintenance for the remaining period.
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The benefit steam created by these investments is portrayed graphically
-and in tabular form in Annex IT.B.2. The benefits derive from the following:

1. Agrarian reform results in better lard use greater
amployrrant. With the project's resources in credit,
organization, and training, the reform's benefits
come nore quickly.

2. Agrarian reform normally results in an initial decrease in
output and after that higher growth in output. In our
projection, that initial dvop in output is less than it
would have been without the project.

Not taken into account are the secondary benefits of reform such
as the impact that better income distribution has on industrial sector demand,
the eventuval decrease of violence and disruptions because of the agrarian
reform, etc. The specific assumptions underlying the proiection of the
benefit stream appear in ANNEX II.B.2 Given our assumptions, the calculated
benefit-cost ratio for the program is 1.33 to 1, using a 15% discount rate.

This analysis is meant to be illustrative of the forces which
underlie this process. As stated previously, the quant.itative methods of
the cronomist are not really suitable for the agrarian reform situation, and
a danger axists that our numbers will be taken more seriously than they
should be.

3. The Macro-economic Situation

The macro-economic situation in El Salvador is a desperate one
and there is a strong possibility that the benefits of land reform (and
agrarian reform) could go unrealized or be long delayed if the production and
employment situation is rot improved guickly. El Salvador's overall econamic
situation is dealt with at some length in the Mission's Agrarian Reform
Strategy Statement which is being reviewed together with this document and
therefore need not be further explored here. Annex II.B.1 does, however, include,
Clark Jocl's (AID/ROCAP) June 23, 1980, balance of Payments and GOES fiscal
projections as well as some interesting money supply statistics.
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V. IMPLEMENTATION ARRANGEMENITS

A. BHost-Country Inplawentation Reeoonsibilities

The Ministers of Agriculture and Planning and the President of the
Agriculture Davelopment Bank will sign the Project Agreament. Overall cocrdi-
nation and implementation of the project will be handled by the Office of the
Subgecretary of Agriculture. The implementation entities are either direct
dependencies of the MAG (OSPA, CENCAP, CENTA) or its semi-autoncinous agencies
(ISTA and the BFA). COFINTA, presently an autonomous entity of the Ministry of
Economy, will be transformed into a land mortgage bank, its name changed, and
be attached to the MAG, as well.

The General Manager of the BFA will have project implementation respon-
sibilitles for the agricultural credit activities. ILoan and grant funds and
the host country ~redit contribution will be allocated fram the Central Bank
directly to the BFA for an increment in the capitalization of the Special Coop-
erative Association Line of Credit. The Central Bank will do the same with
grant funds for the Credit Facility for Members of Democratic Campesino Unions.
Similarly, the General Managers of ISTA, the new moitgage bank, and the Directors
of OSPA, CENCAP, and CENTA will be responsible for implementing their respective
project activities. They will manage project funds and will meet pericdically
with AID about implementation matters. They will also be responsible for meeting
AID reporting requirements.

B. AID Lrrangements

1. Project Monitoring Responsibilities

Project Management responsibilities will rest with the Rural Develop-
mont Office. This Office will be assisted as needed by the Capital Development,
Program, Management, and Controller's Cifices.

2. Disbursamnent Procedures

Noxmal AID disbursement procedures will be used except that, additional
credit funds for the Special Cooperative Association Line of Credit will be dis-
bursed in accordance with the procedure outlined in the Agricultural Credit PP
(Section IV.A.7). Sixty day advences ocould be made for all other project
activities.,

3. Procurament Procedures

AID procedures outlined in Handbook 1, Supplamnent B, Chapter 19
(Intemmediate Credit Institutions) will be followed for the loan and grant
financial credit. It is expected that the credit will be used almost exclusively
for local cost financing. This will include procurement of imported shelf items.
Normal AID procuremsnt procedures will b2 used for the remaining loan and grant
funds AID Develorment Grant Funds will be used to finance credit and technical
agsisu nce from the Central Pm~rican Common Market and the U.S.
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The Mission is planning to enter into agreements with the Instituto
Centyoamericano de Administracifn de Empresas (INCAE) 1/ and the Instituto Inter-
americano de Clencias Agricolas (IICA) to provide grant-financed technical
assistance. The main reason for a direct, rather than host country contracting
is related to the security situation. The Mission's experience with contracts
as of late is that many foreigners are hesitant to come to El Salvador. A
direct: relationship with AID, as opposed to with the GOES, will give INCAE and
IICA employees a better sense of security and should therefore result in attrac-
ting higher quality psople and more timely ETA's. For both the IICA and INCAE
agreements, nonnal agency procedures will be followed. AID assistance has been
instrumental in strengthening INCAE and IICA in the past; using theivr services
in this project continues that support. For Decree 207 Implementation and
Reform Planning and Evaluation technical assistance the Mission will attempt to
use the services of the Land Tenure Center (LTC) using DSB/RAD's existing Coop-
erative Agreement with that institution.

Migsion requests a waiver of normal U.S. advertising regulations and
authority to enter into negotiated procurement for approximately 20 vehicles
costing approximately $200,C00. In the interazst of getting the -=hicles here as
rapidly as possible, Mission proposes to procure vehicles from various U.S.
dealers. Host country officials are not sufficiently familiar with AID procurement
regulations. It would entail considerable delay in project implementation to
acquaint them with these procedures., Miesion proposes to use the services of the
Regional Procurement Advisor to purchase the vehicles.

C. Implementation Schedule

Event Tawget Date

1. Project Authorization August 25, 1980
2. Project Agresment Signed August 30, 1980
3. Initial Condition Precedent Met September 15, 1980
4. First Advance of BFA Credit Funds September 22, 1980
5. Long-term TA Consultants Arrival October 15, 1980
6. Conditions Subsequent to Initial

Disbursenent Met October 25, 1980
7. First Project Evaluation January 2, 1981
8. Final Project Evaluation March 10, 1982
9. Project Assistance Campletion Dete April 30, 1982

D. Evaluation Plan

The continuing evaluation of the reform is provided for under the planning
and evaluation component. We do not propose therefore to fund separate additional
joint evaluations. Formal joint review with Mission, GOES personnel and AID/W

1/ Under the contract INCAE will provide technical assistance to CENCAP for

~ management development and to ISTA for the hacienda accounting system. For
the latter activity, it also will do project procurement of computer services,
supplies, etc.



- 56 =

direct-hire support will be scheduled on a quarterly basis. The Mission/COES
will examine such factors as: (a) progress made toward establishing on-farm
accounting and (b) extent to which Agrarian Reform policies/procedures are being
effectively articulated and implemented; (c)‘the rate at which the optimal
beneficiary carrying capacity of Phase I haciendas are being established and
the quality of these plans; (d) the degree to which cooperative associations
are participating in the preparation of financial plans and credit applications;
(e) sub~loan repayment; (f) utilization and efficacy of special credit facility
for democratic campesino groups; (g) progress in provisional titling of 207
beneficiaries, campensation of ex-land owiiers and collecticii of land payments
fram beneficiaries; (h) the adequacy of reform training. In addition, based

on reform developments and implementation experience, the Mission will conduct
periodic internal reviews of its agrarian reform strategy and update it accor-
dingly. An internal strategy review will be held in May of 1981 and annual
evaluations will be carried out in September/October of subsequent years of

the sector program. AID/W direct-hires and selected experts will be invited

to participate in the internal reviews. These reviews would focus not only

on the implementation of the sector programs but also on the changing need of
the GOES's reform program.

E. Conditions and Covennants

We propose to include the following conditions precedent to disbursement in
the project agreement.

1. Prior to any disbursement of funds in support of credit activi-
ties financed by this assistance, the BFA will establish the BFA Credity Facil-
ity for Members cf Campesino Unions, specific lending procedures and mrechanism
for short term production credit ana for medium term credit for agriculture,
agro-industry and cottage industry activities. This will include (a) an ins-
tructive establishing the line of credit and procedures for lending the credit;
(b) a plan to advise and assist unions in orientation of personnel and delivery
of credit; (c) a financial plan for the use of the credit; and (d) terms under
which the credit will be provided interest, maxim amount, etc.

2. Prior to any disbursement for the Special Cooperative Association
Line of Credit the CUES shall provide evidence that such a special line has been
established which can be used for (a) crop productions credit, (b) medium and
long-term investment requirements, and (c) hacienda administrative requirements.

3. Prior to any disbursement for computer services, analysis of the
camputer applications included in this project will be carried out. That ana-
lysis will take into account: (1) the advantages and di.sadvantages of renting
versus AID purchasing, and (2) using a network computer system for the reform
gector taking into account existing installed capacity, as well as, the infor-
mation dimensions of the reform process, and the computer conpanies established
in El Salvador.
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SUMMARY

FRAMEWORK

Life of Project:

Fram FY 80 to FY 82
Total U.S. Funding $12,400
Date Prepared: July 26, 1580

NARRATIVE SUMMARY

OBJECTIVELY VERIFIABLE INDICATORS

MEANS OF VERIFICATION

IMPORTANT ASSUMPTIONS

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

/Goal: To pramote equitable growth in

agriculture production.

1.
2.
3.

Measures of Goa! Achievement:
Increased incomes

Improved crop yield indicadors
Improved living corditions

Surveys and Special Studies
Surveys and Special Studies
Surveys and Special Studies

Assumptions for achieving goal
targets:

Political stability achieved.

Project Purpose:

Tp initiate the agrarian refarm's

armer organization and training
activities, reinforce its implementa-
tion erd strengthen its planning ard
evaluation capabilities.

C

7

onditions that will indicate purpose

has been achieved: End of project status
1.

Capacity established to plan,
manage and render training to
reform sector.

. Viability of special BFA facility
for democratic farmer unions
demonstrated.

. Special Cooperative Line of Credit
serving needs of Phase I & II coop
associations.

. Unified accounting system serving
mngt. needs of coops and informa-
tion needs of ISTA & reform plan-
ners & policy numbers.

. Basis for lona range farm planning
established.

. Land rights of LTTT legitimized
mortgage bank functioning.

. MAG effectively developing reform
policy & programs and evaluating
their effect.

Project Evaluation

Project Evaluation

Project Evaluation

Project Evaluation

Project Evaluation
Project Evaluation

Project Evaluation

Assumptions for achieving purpose:

1. Consistent and ccherent
agrarian reform policy
will be articulated.
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Qutputs:

Campesinos, technicians and manage-
ment staff trained.

2,000 loans to farm union members.

Special credit requirements of 40
coop associations met.

Multipurpose, unified accounting
system established and utilized
by Phase I and II ocoop assoc.

Phase I & II farms beneficiary
carry capacity cdetermined and long-
term farm plans made.

Tiller Reform implemented:

a) 160,000 LTTT beneficiaries pro-
visionally titled.

b) 160,000 LTTT beneficiaries
making land payments.

c)Campensation arrangements made
far 10,000 ex-land owners.

Refarm planning and evaluation unit

established in OSPA.

7.

Magnitude of Outputs:
1.a) 25,000 son-weeks of c sino,
technician & mngt. traifning.
b)5,000 person-days of conferences.
c) 1,500 peson-wk of inter-hacienda
observational training.

2. 2,000 loans
3. 40 Special Lines of Credit

=Y

. 239 Phase I coop associations
using accounting system.

5. 239 Phase I farm plans

6. a) 160,000 provisional titles
b) 160,000 land paying beneficiaries
c) 10,000 ex~land owners

7. 1 Refarm Planning Unit

Means of Verification:

1. CENCAP and cooperative association
records.

2. BFA records.
3. BFA records.
4. BFA recrods.

OSPA records.

6. a) Land Registry
b) Mortgage Bank
c) Mortgage Bank

Observation

Assumptions for achieving outputs:

Inputs:
A.I.D.

Farmer Organization, and Training
Reform Administration

" Planning and Evaluation

Inflation/Contengency
Total

GOES

Special Line of Credit
Owner Campensation
Total

implementation Targe (Type & Quantity)
LOAN a

$ 8,050,000 $ 2,360,000
2,195,000 480,000
550,000 200,000
955,000 210,000
$11,750,000 $ 3,250,000

$ 1,000,000
_ 5,000,000
$ 6,000,000

VI MENNY
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WMIRISTERIO DE PLANIFICACION
Y COORDINACION DEL DESARROLLO

ECONOMICO Y SOCIAL San Salvador, 16 de julio ce 1980

DIREPROY Jo. 100

205

LSUNTC: Solicitud formal de Financia-
miento para el Programa “Orcanizacidn

para la Reforma Agraria”

Sefior

Daniel E. Chaij
Sub Director
USAID/EL SALVADOR
Presente.

Estimnado Seiior:

En ncrrbre c¢el Gobierno de 1 Salvador, presento a ustec¢ solicitud
formal de asistencia financiera reenbolsaile y no reeimbolsarle;
nasta por la suma de US315.000.000.- (QUIWCL !:ILLONES DL DOLARES

DZ LCS ESTADOS UNIDOS DE NORTE AMNERICAL), para el programa cenomina
do "ORGAINIZACIOWN PARA LA RLPORMA AGFARIAY a ser ejecutado por el
BFA, cuyo obietivo es bencficiar aproximadarente a 370.000 perso-
nas de bajos ingresos asentadas en el &rea reforrada, gue compren-
de una extensibn mayor c¢e 200.000 Eas, a travé&s (e asistencia fi-
nanciera y capacitacién técnica vy administrativa a los agricultc-
res en pequeilo que intecran cocperativas agricolas. Ll programa
permitirfa también establecer sistemas contables practicos que fa-
ciliten el control y evaluacifn ce los peneficios obtenidos neaian-
te la implantacién de la heforma Agraria.

El monto aproximacdo cel prograima, asclende a la suma Ge ULS$521.0 mi-
llones, de los cuales el Gobierno de £l Salvacor aportar& en con-
cepto de contraparticda para gastos locales, una sumna equivalente a
hasta US$6.0 millones.

L,os componentes del programa estan constituidos por los rubros si-
culentes:

1- Intrenamiento y organizacibén de agricultores en pegueilo
2~ Asistencia para la reforma administrativa

3= Planificaci6n y evaluacién

d- Imprevistos y escalamientos de costos

iucho estimaré der un trato vreiferencial a la presente solicitud da-

o el intex8s prioritario cGel Supremo Gokiernc c¢e Ll Salvacor, en
ejecutar daicho procraia.

e suscrilko de usted con toda consideracif6n y estima.

(G Faud

FEDERICO PLRELDES C.
tario
ac.o del Despacho.

cc: Sefior itnistro de igricultura
y Ganaceria.
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Saiv Salvador, 3 de juiio da 1980.

Senor

Daniel Chaij

Sub-Director de la _

hgencia Internacional para el Desarro'lo,
Ciu:iad,

Me es grato scludarle afectuotancnte, v a la vez
“r referencia a la visita que con fecha 19 ¢o junic del pre

«.:.te aro, hicieron a la Corporacidn Fiscacicers do Tierras
Agricolas "( COFINTA ) los Sciores Wayne Mil.eastusn, Oficial de
Desarrollo Rural y Bastiaan E. Schouter, Cficial da Préstamo ,
funciconarios de la Agencia Internascione! parz el Dasarrollo -

( AlD ) .

L4
He sido notificado, por nuastiro Dirccter Ejecu-
tive, Lic. Ciro Guillermo Matio, quien los atendi) en esa ogor

tunidad, que al igual que en vez anterior, c<i~do fungia como
Presidante o COFINTA, el Lic. Santiago Roianto Aivarenga, la
intencidon de 1z AID, es la de ofreccernos zyudi para resolver

en ia mcjor forma posible, los problemas relacionados con el

Pro~eso do la Reforima Agraria.

Cono va =s de su conocimicnis, ol objetivos de
COSINTA, serdan roeori-ntodos para ponevlon on cenenrdancia cen
la nuzva concepcidn de la Referma Ajraria, por tal razdn, nues
tra Junta Directiva, por mi medio, solicits en una primara ins
tencia a AID, asistencia téenicz para la ovganizacion adminis~
rativa y técnica de la inestitucion que actualmente es COFINTA,
pars adecuarla a ias funciones y responsanilidadcs, que le se-
ran asicnadas.

En espera de una favorable resoiwcidn, en el me-
nar plazo posible, me suscrito con teda consid:racion y, aprecio.

. /

e . " f
PR "/é/ K }{/
.':’/ T e . “'i-’-'-k Sl L
P concdng. Herndn Teénogios i
[ et Prasidente en ranciones
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5¢(2) -~ PROJECT CHECKLIST

Ligted below are statutory criteria appiicable generally to projects with FAA funds and project
cryteria applicable to individual fund sources: Development Ascistance (with a subcategory f:r
criteria apnlicable only to loans); and Economic Support Fund,

CPCLS REFERENCES: IS COUNTRY CHECKLIST UP TO DATE? Yes,
HAS STANDARD ITEM CHECKLIST BEEN REVIEWED FOR THIS PROCUCT?  Yes.,

A. GENER. . CRITERIA FuR PROJECT

1. FY "9 App. Act Unnumbered; FAA Sec. 653 (b);

Sec. 634R. (a) Lescribe how Committees on An advice of Program Change
Appropriations of Senate and louse have been or has been forwarded to the
will be notified concerning the project; Congress notifying them of this

(b) 1s assistance within (Operational Year : : .
nudget) country or international organization new FY80 project. The project

a11acation reported te Congress (or not more is on the OYB level.
-+ 7+ -i1lion over that Tiqure)?

2. FA:tec. 611(a)(1). Prior to obligation

in exccss of $100,000, will there be (a) engi-

neerinn, financial, and other plans necessary Yes
to carry out the assistance and (b) a reasonably '
firm estimate of the cost to the U.S. of the =
assistence?

3. F/5 S:c. 611(a)(2). If further legislative ‘

action is required within recipient country, None requii thi i
what i< basis for ressonable expectation that N required at 8 time
such e¢ction will be completed in time to permit

arderly accomplishment of purpose of the

assistance?

4. FrA Sec. 611(b): FY 79 App. Act Sec. 101.

If for water or water-related land resource N/A
construction, has project met the standards

and criteria as per the Principles and Stendards

for Planning Water and Related lLand Resources

dated Jctober 25, 15737

5. FAA Sec. 611{(e). If.project is capital

assistance (e.g., construction), and all Yes
U.S. assistance for it will exceed $1 million,

has Mission Director certified and Regional

Assistant Administrator taken into consideration

the cc.iwry's capability effectively to maintain

and utilize the piroject?

6. Fr@ Sac. 207, s project <usceptible of
execul an as part of regional or multiiateral No
arpiect? If so why is project not so executad?
Informaticn and conclusion whetir assistance

will enceurage regional developrent programs.
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7. FAA Sec. 601(a). Infmwatian and conclusions
vhether project witl wncouvrage efforts of the
country to:  {a) increase tne flow of international
trade; () foster private initiative and competli-
tion; (c) encouraqge develonient and use of
cooperatives, credit unions, and savings and loan
acsonciations; (d) discourase moropolistic practicas:
(e} improve techrical efficiency of industry, agri-
‘culture and commerce; and (f) strengtnen free

labor unions.

8. FAA Sec. 601(b). Information and conclusion
on how project will ¢ courace U,S, private trade
and investment abroad and encourage private U.S.
participation in foreign assistance programs
fincluding use of private trade channels and the
services of U.S. private enterprise).

9. FAA S2c. 612(b); ‘ec. 636(h). Descrive steps
taken to assure that, to Lh waximum exteat posci-
tle, the country is contributing local currencies
to meet the cost «f osntraztudl and other servicee,
and foreign curvencio< owned by the U.5. are
utilized %o meet tno rost of contractual ard

athar services.

10, FAA Sec. 612(d.. Do=ns the U.5. own excess
Fareign ~urre«y of tie country and, if so, what
arrangements have tzon made for its release?

11. FAA Sec, 601(e). Will the project ueilize
competitive selection praocedu=es for the awarding
of centracts, except vnera apnlicahle procurement
rules allow othervise?

12. FY 79 App. Act ;-c 04, If assistance is
“or the productior of any C-medity far export,

is the comiodity Vike'y to Le in surplus on world
marrets at the time ‘ o reaqlting productive
zenacity beccmes operative, nd s such assis.ance
likely to cause substantial injury ig W4.S.
aroducers of the same, similar, or competing
cormodity?

FUNDINC CRITERIA FOP_P0JECT
I, Develorment Assis e Project friteria

a, IR\ Sec, 02{ty, 1M1 1135 281a
Extent o hﬁTFE_E(f1V"Y u1II°T~T“ofcht1vr1v
involve the poor in n: /u]outr|t by eaverdir
1ncess te enonomy at toent lesed, dncreastoy
labor-intensive producu1on 2ad the use of
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The project will finance credit

to fammer associations/Cooperatives
which will encourage the develop-
ment of this kind of associations,
and it will strengthen free labor :
unions.

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

The GOES will contribute $1,000,000.00
toward the provision of a Special Line
of Credit for Agrarian Reform Farm

beneficiaries.
No

’ Nt
Yes
N/A
The purpose of the project is to -
initiate the agrarian refomm
famer organizations and training
activities, reinforecing implemen-
tation activities and strengthen-
ing planning and evaluation :
activities.
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(v) for special development problem,
and to enable proper utilization of carlier U.S.
{nfrastructure, etc,, assistance;

(vi) for programs of urban development,
especially small labor-intensive enterprises,
marketing systems, and financial or other ins.i-
tutions to help urban poor participate in cconomic
and social development.

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

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

e. FAA Sec. 110(b). 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 proaram recognizes the particular needs,
desires, and capacities of the people of the
country; utilizes the country's intellectyal
resources to encourage institutional development;
and supports civil education end training in
skills required for effective participation in
governrmental and political processes essential
to self-government.

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

2. Development Assistiance Project Criteria

{Loans Only)

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

b. FAA Sec. 620(d). If assistance is for
any urodictive enterprise which will compete in
the U.S. with U.S. enterprise, is there an
aqreement by the recipient country to prevent
export to the U.S. of more than 20% of the
enterpriss's annual production during the life
of the ~loan?

CAID HANDBUOK 3, App BC(2)
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Yes
Yes ~
No

The program supports the development
of democratic organizations that

will participate in their.own el
self-government.,

Yes

The country has the capacity -

to repay loan

N/A
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3. Preject Criteria Solely for Econonic .
Support Fund
a. FAA Sec, 531(a). MWill this assistance
support pronote economic or political <tability?
To the extent po:sible, does it reflect the
poiicy directions of section 102?
b. EAA Ser. 533. Will assistance under
this chapter be used for military, or
paramilitary activities?
]
P “
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EC(3) - STAUDARD ITEM CHECKLIST .

Listed bele . aie statutory jhoms

vhicn noenally will be coveree ranine. - in those provisicns

of an assisiance agrecmont dealing with its implementation, or coveved in the agreewent by
irposing 1inits on certain uses of funas,

These items are arranged under the generel headings of {A) Procurcr®nt, (B) Construction, and
fC) Otner Resteictions.

frocuren ot

1. FAA Sec, 602. Are there arrangements to Yes
rormit U.°. small business o participate

e,uitably in the furnishing of goods and

wgrvices Tinarced?

1N

FAR Sec, 604(a). Will all coroodity

crnc gremens financed bo from the 1.4, oxcept Yes

srtherwise determined by the rresident or

felenation from him?

FAE Sec. 604(4). 1f the coaperating Y
\,Jnt[]?idg}lminates ag2inst L.%. marine es

curancs conpanies, will aqrcement require
,nat mariie insurance de piaced in the
¢l ted Stites on commodities financed? »
4. f[ﬂ . 604{~), 1f offshore procurement N/A
e §c~':ura1 corunadity or prodact is to be

t w,n ed, 15 there provision against such pro-
cnrement when the domestic price of such
cumodity 15 less than parity?

5. FAA Ser. 608la). 4i)) LS. Government
.zass po.ional property be utilized wherever Yes
L.uCthBb'G in lieu of the procurcuent of new

ie
itorms?

6. FAMN “ec, 603, {a} Complience with require- Yes
reat an soction 901(h) of the Marchant Marine

Fon 6T 193, as asended, tnal et lozst 50 per

« tum of the gross tﬂunjuz of commndities

vcomputed <eparately for dey bulk carriers,

drv cargo lirers, and tankers) financed shall

t.e transported on privately owned 1i.S.-flag

commercial vessels to the extcernt that such

vessels are available at fair and reasonable

rates.

7. FAR Sec, 62). If technical assistance is

firanced, will Su-h assistance be furnished to Yes
the fuliest extent practicable as goods and

professicral and other services trom privaté

enterpri<s on a contract basis? [{ the

o pIE COR
BEsSt AV
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facilities of other lederal ayencies will be
vtilized, are they par itculerly suitabie, not
competitive with priviéie enterprise, and made
available without undue interference with

domestic programs?

8, International Air Transpor

t.

Fair

Competitive Practices Act, 197

q.

If air

transpertation of persens or property is
financed on grant basis, will provision be

made that U.S.-flag carriers will be utilized
to the extent such service is available?

9. FY 79 App. Act Sec. 105,

Does the contract
for procuremeni contain a provision authorizing

the termination of such contract for the
convenience of the United States?

Construction

1. FAS 3ec. 601{d). If a capital (e.o.,
zonstruction) project. are argineering and
firms and their
affiliates to be uted t9 the maximum extent
ronsistent with the national interest?

crafesaicnal services - f U.S.

2, FAA Sec. 611{c) If contracts for

~enstructinn avd 0 be fipanced, will they be
et on a competitive “osis to maximum extent

practicable?

-

3. FAA Sec. 620(k). If for cunstruction 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 (ej. 1If development loan, is
interest rate at least 2% per annum during
grace period ang at least 3% per ennum

thereafter?

2. FAA Sec. Ol(d) If fund is established
solely by G.5. T.5. contributions and administered
by an 1nternat1ona] organizaticn, does
Corptroller 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 interasts of the

United States?

4. FAA Sec. 636(i). is financing nct permitted

to be used, without waiver, for purchase,
term lease. or exchange of motor vehicle
manufactured outside the Unitod Ltates, or

guaranty of such transaction?

lonyg-
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Yes
Yes
N/A

N/A

N/A

Yes
N/A

Yes

Yes
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etc., far military personnel?

n:o:is1cns oF .n\ .ecL1ons LOw(d
{(Transfer of FA4X funds to mu]t\Tateral

cuments precluay uce of financing:

j. To pay for perforpance of
abortions or to motivate or coerce persons to
practice abortions, to pay for performance of
involuntary sterilization,
provide financial incentive te any person to
uncerqz <terilization?

or to coerce or

‘ To cratpensate owncrs
for exazropriated nationalized property?

To tinance police training
~ Taw enfnrcement assistance, except for

narcot1cs programs?

For CIA activities?

70 pay pensions,
To pay U.N,

To carry out
and 251(h)?

‘n fiaance the
export of nucT( ¥ equ1pncnt fhe], or technciogy
or to *rain feroign nations in nuclear fields?

' Tn Lo ased for
pub]ng*'y o pY)ngunJa erp, 5 Widhin Jnited
t 2uthorized by the Conngresa?

Taorvre:

Yes

Yes
Yes

Yes
Yes

Yes

Yes

Yes

Yes
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PROJECT AUTHORIZATION
Name of Country: El Salvador
Name of Project: Agrarian Reform Organization
Number of Project: 519-02
Loan Number: 519~T-

1. Pursuant to Section 103 of the Foreign Assistance Act of 1961, as
amended, I hereby authorize the Agrarian Reform Organization project for El
Salvador (the "Cooperating Country") involving planned obligations of not to
exceed

over a two year period fram date of auttpriéatiOn, subject to the availability
of funds in accordance with the A.I.D. OYB/allotment process, to help in
financing foreign currency and local currency costs for the project.

2. The project ("Project") will initiate the agrarian reform's farmer
organization and training activities, reinforce its implementation, and
strengthen planning and evaluation capabilities; and will increase the availa-
bility of credit for beneficiaries of the Salvadoran Agrarian Reform by helping
to strengthen the capability of the Banco de Fomento Agropecuario (BFA) to
provide for the special credit requirements arising from the Agrarian Reform.

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

a. Interest Rate and Terms of Repayment (Loan)

The Cooperating Country shall repay the Ioan to A.I.D. in U.S.
Dollars within twenty-five (25) years from the date of first disburs-
ment of the Loan, including a grace period of not to exceed ten (10)
years. The Cooperating Country shall pay to A.I.D. in U.S. Dollars
interest from the date of first disbursement of the Loan at the 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
accrued thereon.

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

Goods and services, except for ocean shipping, financed by A.I.D.
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under the Ioan shall have their source and origin in countries that
are marbers of the Central American Common Market or in countries
included in A.I.D. Geographic Code 941, except as A.I.D. may other-
wise agree in writing. GCecean shipping financed by A.I.D. under the
Ioan shall, except as A.I.D. may otherwise 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 of Goods and Services (Grant)

Coods and services, except for ocean shipping, financed by
A.I.D. under the Grant shall have their source and origin in the
United States and countries that are members of the Central American
Common Market, except as A.I.D. may otherwise agree in writing.
Ocean shipping financed by A.I.D. under the Grant shall, except as
A.I.D. may otherwise agree in writing, be financed only on flag
vessels of the United Stateas.

d. Reimbursement of Expenses

Upon compliance with the relevant Conditions Precedent to
Disbursement by the Cooperating Country, A.I.D. may disburse loan
funds as reimbursement for costs of credit, and Grant funds as
reimbursement for costs of technical assistance and other eligible
costs, provided that evidence is furnished to A.I.D. in form and
substance satisfactory to A.I.D. that such costs were incurred
subsequent to the Project Authorization date.

e. Oonditions Precedent to First Disbursement (Assistance)

Prior to any disbursement, or the issuance of specific
commitment documents under the Assistance, or to the issuance by
A.I.D. of documentation pursuant to which disbursements will be
made, the Cooperating Country 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.:
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INITIAL ENVIRONMENTAL EXAMINATION
I. BASTIC PROJECT DATA:
Project Location: The rural areas of the Republic of
El Salvador
Project Title: . Mgrarian Reform Organization
Funding: FY 80: Loan $10,000,000
Grant $ 5,000,000
lLife of Project: 18 months
IEE Prepared by: C.R. Gavidia, Gen. Engr. and
Environmental Coordinator
Threshold Decision: Negative Environmental Decision
II. DESCRIPTION QF THE PROTECT

The purpose of the vroiect is to initiate agrarian reform and farmer
organizations training activities, reinforce the implementation, and strengthen
planning and evaluation capabilities. The project has been designed to provide
support for the on-going aararian reform program, to support farmer organizations
and the institutions that will be responsible for impiementing the agrarian
reform program. It also is designed to respond to the short-term credit needs of
same 238 haciendas that were expropriated under Phase I of the agrarian reform
program and an additional 160,000 small farmers who will receive title to indi-
vidual plots of land under the LTTT program. 1/

The project will have both grant and loan funded elements. Grant funds
will be used to finance the technical assistance camponent and the LTTT credit
program. Loan funds will be used to supplement the Special Line of Credit that
was created as a result of the Agrarian Reform Credit Project. This Special
Line, established in the BFA, makes short and medium texrm credit available to
the haciendas that are part of Phase I of the reform. ILoan funds also will be
used to strengthen Ministry of Agriculture organizations that are responsible for
implementing the reform; this fundina includes: training, pereonnel, camuter
services. supplies and equipment, etc.

III. IDENTIFICATION OF ENVIRONMENTAL IMPACT

The vast majority of project resources will be used to strengthen the

1/ LTTT: Land-to-the-Tiller Reform is provided for by Dacree 207.
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institutions that are responsible for implementing the Agrarian Reform Program,
absorb part of their operational costs, and the balance of resources are for
credit on the recently expropriated haciendas at LTTT farms. The credit will
be used to support existing agricultural production patterns -- most of which is
in the traditional exports -- sugar, coffee and cotton -- and basic grains.
Conicern for indirect financing of pesticides with AID funds and the subsequent
environmental consequences was .anifested in the course of the DAEC review of
Project 519-0263. Environmental concerns are being addressed with short-term
technical assistance provided by the project. Pesticide imports, handling, use
and alternatives such as integrated pest management will be examined.

In the longer temm, the Agrarian Reform Program may lead to considerable
changes in land use pattern and socio-cultural characteristics. The LTTT titlina
program, in particular. mav provide an important incentive for small farmers
to improve pastures and invest in soil conservation. Same of these changes may
also be unsound. Soil conservation practices identified under AID financed
Small Farmer Natural Resources Manacement Project (519-0217) are expected to be
extended on a large scale in a follow-on project. This is reaarded as the most
effective means of dealing with th2se potential long range problems. Population
densities, land use planninag and the attendant environmental implications, are
the focus of the beneficiary broadenina component of this project. AID assistance
is expected to identify potential future problems and create an information base
and analytical capacity for dealina with them.

The Ministry of Aariculture and Livestock will play an important coor-
dinating role in the project. It has had considerable experience in evaluating
the envirormmental consequences of various agricultural production patterns and
practices. CENTA and the Directorate General of Renewable Watural Resources are
the principal MAG units responsible for conservation and environmental research
and programming.

Iv. IMPACT IDENTIFICATICN AND EVALUATION
Impact Areas Impact Identification
& Sub—areas & Evaluation

A. Land Use

1. Changing the character of the land through:

a. Increasing population e e s e e e e e s M
bh. Extracting natural resources . . . . . . N
¢. Land clearing e e e e e e 4 e e L
d. Changing soil character . . . . . . . . . N
2. Altering natural defenses . . . . . . . . . L
3. Foreclosing important uses . . . « . . « .+ N
4. Jeopardizing man and his works . . . . . .. N
5. Other factors . .. . . N
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Water Quality
1. Physical state of water . « . ¢« ¢ « o o o o N
2. Chemical and biological states . . . . . . . N
3. Ecological balance .« o s s s s @ o o @ N
4 o Otl‘ler factor S e L * * ° L] L] L] L ° e & o e e =& N
Atmospheric
l L] Air additi‘res e L] o 2 L] L) ) ® o L] e o e o 8 N
2 * Air ml lution -] ° e L] L] ° L) ° * L] L] e -] ° N
3. Noise pollution . . « « o ¢ o o s o o o o & N
4 Oi:l‘ler factor s ° 9 9 (-] L L) e o L) LJ L] -] ® ] L L N
Natural Resources
1. Diversion, altered use of water . . . . . N
2. Irreversible, inefficient commitments . . . N
3. Other factors . . o« ¢« « o o o ¢ s o o o N
Cultural
1. Altering natural svinbols . . . . . N
2. Dilution of cultural traditions o s e e L
3. Other factors . . ¢« s o o o ¢ o s s o o o o N
Socio Economic
1. Changes in econqm;c/employment patterns M
2. Changes in population . . . & . o M
3. Changes in cultural patterns . L
4, Other factors . . e s e s N
Health
1. Changing a natural environment N
2. Eliminating an ecosystem element N
3. Other factors . . « & o s ¢ s o = N
General

1. International impacts

2. Controversial impacts . . . . .

3. Larger programs 1ﬁ¢acts o s e o s s
4., Other factors . . . e s s s s e

2222
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RESHOLD DECISION

USAID/E1l Salvador f£inds this project is not a major action which
will have significant envirommental impact. A negative determination is
therefore recammended.

Daniel A. Chaij
Director
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SUBJECT: EL SALVADOR AGRARFAN REFORH PID

1. THE DAEC REVIEMED AND APPROVED THE SUBJECT PiD DM HAY 6,
1960. HOWEVIR, BUCAUSE OF GONCERNS RAISED OVER () THE

*PID’S INCOMPLETE DESCRIPTION OF THE CVIRALL RGRARIAK REFORH
PROGRAH, (B) THL RELAYIOMSHIP BETWFEN THE CANPLSINO OWNED
ENTERPRISE AMD LAKD TO THE THLLER COMPOI'LNTIS AND ({C) THE
PROFCSED AYD DEVILOPHENT STRATLGY IN THE CEC10R, THE
HISSION IS REQUESTED TO PRL~ARE A SUPPLEMLLTAL REPORT (SR
PRIOR TO PP SUBMISSION. THIS KEPORT sHANLD LL BRIEF &B T
CAN BE SUBHITTED 10 AID/W WITHOUT A 51SSICH FEPRESERTATIVE.
THE REPOKT SHOULD PROVIDE THL FOLLOWING IKFORMATION, ALL OF
WAICH MILL FORM EASIS FUR RACKGROURD 7RD STSATEGY SECTiON
OF EVENTUAL PROJECT PAPER

{A) REFORM PROGRAM. THE REPORT SHOULD CLEARLY DLSCRIBE THE
GOVERHHEMT’S TOTAL AGRARIAN RLFORIN PRCLRAN 440 ELERINES OF
LACH REFORH CONEDLENT.  POSSILLE L LikiIGES C7 OVERLAYS
BETWICN THE COMPOLEKTS SHOULD BE DISCUSSED AtD BEHEFICIARIES
FOR CACH COMPOLFNI SHOULD BE ILENTITICO. 10 EXTEHI POSSIBLE
SR SHOUID IMCLUPE A ERIEF DESCRIPTIOY OF PROGRESS TO DATE iN
THPLENLUTATEOR OF AGEnK1AN REEORIY Froltini

(B) ~e===- IMPLEHENTATION CUNSIRAIHTS.  wi TER DLSCRIBIRG
TOTAL AGRARIAN REFORM PROGRAM, THE REPORT SHOULD SURHARILZE
HAJOR CONSTRAINYS 10 SUCCESSFUL THPiENFHTATIGN OF THE
REFORH. OBJECTIVE OF THIS ANALYSIS Will BE 10 IDENTIFY
MAJOR BOTTLEHFCKS AND RREAS OF PRIQRITY FOR 41D ASSISTANCE.
ALTHOUGH EHPHASIS SHOULD CE ON FINAMCIAL RFQUIREMENTS --
E.G., CREDIT, LAKD ACSUISITION, &HD OP{RATING COSIS --
HISSION SHOULD ALSO CONSIDER PRORAHLE PERSOMILL ANO (NSTH-
JUTIONAL CONGTRAINTS PN EXAMINING FinaiCiAL AFOUIRENENIS
OF REFORH, HISSIOM SHCULD AFSO LOOA AY wOLS CaPACITY 10
HEEY REQUIR "BENTS AND L IKELY GAFS TO bt COVLRED BY AI? LND/

o UNCLASS IF 1ED .

* UNCLASSIFLED
Department of State

.

QUTGOING Awex T
TELEGRAM 7

OR OTHER DONOR SUPPORT,

{CYAID DEVELOPHENT STRATEGY. CONCERN WAS EXPRESSED THAT
AID RESOURCES -E PROVIDED IN A MANHER THAT WILL COHIRIDUTE
10 SUCCESS OF THE ENYIRE PROGRAH RATHER THAN FOCUSING ON
IHDIVIDUAL COMPOHENTS WHICH MIGHT HE SUCCESSFUL EVEN THOUGH
OVERALL PROGRAM FLOUNDERS. IN DEAIIKG WITH THIS COLHCERK,
YHE REPORY SHOULD DISCUSS THE MISSIOH’S STRATEGY FOR
ASSISTING THE REFORH, INCLUDING HIN§10M PLANS FOR THE
IHHEDIATE TERM AS VELL AS THE lONG-RIHL THE FOCUS OF
SIRATEGY STATEHMENT SHOULD BE OH RELATIONSKIP DF AID 11PUTS
10 HAJOR CONSTRAINIS/BOTTLEHECKS IHPLDING SUCCESSFUL
IHPLEHENTATION OF OVERALL AGRARIAN REFORM PROGRAH. BRIEF
DESCRIPTIONS OF PROPOSED ACTIVITIES SHOULD ALSO Bf PRESCHTED
ALONG WITH A RATIONALL FOR THEIR SELECTION. 1IN PARTICULAR
THT ROLE OF AIFLD AMD UCS SHOULD BE DISCUSSED, AS MELL AS
POSSIBLE ACTIVITIES INVDLVING OTHER PVOS AD OPERATING
CAHPLS 110 ORGANITATIONS. = TO THE EXTENT POSSIBLE, LINKAGES
BETWETH ACTIVITIES SHOULD RE HENTIONED AND ESTIHATED COSTS
SHOULD BE DISCUSSED.

2. THE FOLLOWING GUIDAHCE 1S PROVIDED TO ASSIST THE
HISSION [N PREPARING THE PP:

(A} CANPLS!HO OVHED ENTERPRISES. THE DETAILED DLSCRIP-
TION OF CANPESING [HTERPRISES i3 THE PP SHOULD DEAL ViTH
THE FOLLOVING KIEDS OF QUESTIOKS. 70 THE FXTEMT POSSIBLL
INFORKATION SHOULD BE FROVIDED OX EYPERILNCE TO DAIE (i
ADDITION 10 DESCRIPTIONS GF NOW TRINGS ARE SUPPOSEDL TO VGitn
ACCORDING TO VARIOUS DECREES. WHAT IS THE ORGAVITAYICHURL
STRUCTURE OF THE [KTERPEISES AND ROW ARE THEY TC EL Nirts-
AGED?T HOW WILL THE CAMPLSINOS PARTICIPATL th THE CHER7110LS
ANC PROFITS OF THE EMTLRPRISES?  WHAT OWNERSHIP Fi_ 72 ilL
THD CAMPESINOS BAVE I THE FRTIRPRISLS ARD We£7 LEC2y
SYSTEMS WItL BE ST UP FOR TRANSFERRIKG SUCH R1GHTST  WiAY
IS 1S14°S ROLE 1 HAMAGING THE ENTERPRISTS AND L PRCVIRING
TCCHMICAL ASSISTANCE AHD TRAINING? HOV Wiil CREULIT 8E

PROVIDED TO THE EHTREPRISES ANO HCW IS THE IKYEREST
CHARGED ON THEIR LOANS REFUNDED 10 THEM>  WHAT IMPACY ON
LABOR AESORPTION ARE 1cE ENTERPRISES Ex"ECIFD TC HAVE?

IH PARTICUL i, ARD THEY £2PECTLD 10 ARCCRE SIGRIFICANT
NUMBERS OF THE LAHDLESS POOR? IF SO, MILL THL LKILR-
PRISFS' PELSENY FARHING TELHKOLOGIES AKD/OR CROP PATILFNS
BE ALYLKLLT  HOW vILL YHE i%i GRRMATION DEVELC- €0 ULTER THE
AGRAR LAN REFOR!M PLANNING £ FUALUATION ACTIVITY I
DISSEHINATID AT YHE CAMPESINO LEVEL AND EL INIORPLRATLD
INTO ENTERFRIST INVESTMENT DECISIONS?

(B)  LANG YU THE TULLER.  wLTHGUCH a2 LALD TO 7Y% Yi{LER
COHPONENT 15 [NTEHCED TC CE SELF-[X[CUTING, INPUTS CF
TECHIICAL ASSESTALCE, TryiNILG, HARRETING F35057 000 AND
CREDIT will ': ELLNREZ. TEF PR CHCULD GUICI7 3
INPUT PFCUIPEMIRTS GLQ ¥27 THEY WILL BE PRCVIDED  nlLUDINC
THE ROLES AIFLD, AND ¥8E VaR10US GUES IMPLEMENIttG AGENTILS
WILL PLAY IN FROVIDIGG Frilt. FINALLY, THE TIGHTS GF THF
CAMFESINOS WHO PLCEIVE 1A3D UKDER THIS CONPONENT SHOULD BE
DISCLubh, Ful wefialf DictaT0 STEFS 77t LOlie Trvin e
ENSURE TEad CLLE® VITLE 32 TW/NSHERRED 10 A TIRELY Vav,

A DELURIFT G L0 ThE Ly o NRCHINIRY TD EF DSTAELICHER TO
CARRY CUT VHE TLTLING PRLCESS SHOULD BC INCLUDED 1H THIS
BESCLESI0M

13

(C)  FINANCIAL REOU]R[K’ATS. THE PP SHOULD EXPAND UPCH
THE FINANCIAL DISCUSSICH IHCLUDED 1k THE SR.  TRE ASSUHP~
TEONS UPON WHICH FULDIR: ESTIHATES ARE BASED SHOULD EBE
FULLY DCSCROGED. 1N Pe"ICULAR, ASSUMPTIONS ON TFRE
FROJECIID THCRLASE TN Fo2:ND FOR CREDIT SHOULD DL EXAMINED
THE FENaGGIal GLLOLRGEL 3F THE LOES nS Witi AT THL GOURCES
OF SUCH FIHANCIRG SKOULS ©E IP[NIIFIED. THE POTENTIAL
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FOR OPTAINING FUNAHCING TRON INTERMATIONAL SOURCES OTHER
THAN A1D SHOULD BE EXPLORED.

D) CAHPESINO ORGANIZAYIONS, CURRENTLY, THE MISSION IS
PROPOSIEG TO MORK WITH YHE UCS wuD VHE CAHPESINO GROUPS
ORGANIZLD AROUND THE ENTLRFRISES. DURING PP DEVELOPHENT,
THE HMISS1ON SHOULD EXAHINE THE FEASIBILITY OF UTILIZING
OTHER CAHPESINO/GRASS ROOTS GROUPS IN THE REFORM EFFORT
IN ADDITINH 10 THE AFOREHLNTIONED GROUPS.

{£)  TRAINING. THE PID PROFOSES A THREE PHASED TRAINING
PROGRAN WHICH DEVOTES CONSIDLRABLE RESOURCES FOR TRAIHING
PUDL $C SECTCR EHPLOYEES. TURING THE (NTEMSIVE ROVIEW THE
HISS 0 SHOULD RE-EXAMINE THL RATIGN/LT FOR GLVOTING

SCARCE TRAINIHG RESOURGES TO THESE {NTERIN FUBLIC SECTOR
HANAGERS. ALSO, DURING INTENSIVE REVIEW THE HISSION SHOULD

EXAMINE THE CAMPESIKO TRAIHING ACTIVITY TO [HSURE THAT
SUFFICIENY FOLLOW-UP TRAINING 1S PROVIDED TO LOUIP Tht
CAHPESIH0S FOR THEIR HEW LEADERSHIP ROLES. THL CAPACITY
OF CENCAP SHOULD BE EXAMINID TO {MSURE THAT 1T GAM CARRY
OUT THE TRAINING ACTIVITY. M PARTICULAR, Ti  OQUALi™Y OF
CENCAP'S PFRSCNMEL WO CARRY OUT THE TRAINING tH THE FIELD
SHOULD BE TXAMINED TO {HSURE THAT TREY UNDLRSTAND THE
CAMPES(1:0S AND CAN RELATL YO THEIR PROBLEHS. [N ADDITION,
THE FEASIBILITY OF UTILI2IRG OTHER PUBLIC OR PRIVATE
SECTOR [NSTITUTION THAT COMPLEMENT THE SKILLS OF CLNCA TO
CARRY OUT SOHL OF THE TRAIHING SHOULD BE CONSIDERED
FINALLY, IT WAS SUGGESTED THAT TRAINIG PPOGKANS OF THE
NATIO0HAL THAINENG SERVICE (SEKA) I SOLONMGIA ALD THE
HATLOKAL TRAJHING £1D LESEARCH CCMYLR FOR AGRARIAN RECFORM
(CENCIRA) 1N PERY ES EXAMINED AS POSSIGLE HODLLS (DR THE
PROPOSED TRAIHING PROGRAH

f¢a0E3BIREOSEEOBUYTYEOSEOSRCEREREREE

]

(F) GOES (LSTITUTIOLAL STRUCTURL. THE GOES RECLNTLY
ANNOULCED THE SCGOHD AGRARIAN REFORM COMPONUNT THE L/

TO THE TILLER PROGRAH.  YET, HANY OF THE GOES IHST{TUTIONS
ASSOCH/TEN WITH AGRICULTURE DEVELOPHENT RRE ALREADY
SEVLRELY STRAIKED DEALING WITH THE FIRST COMPOLENT AND
ACTIVITIES UHDER THI GOVERNMEINT'S ACCLUERATID {HPACT PLAN
(AIP).  TRE PP SHOULD EXAHINE THE INSTITUTIONAL CAPACITY
OF THL GOES VS THE DEMANDS THAT WILL BE PLACED Du IT AS A
RESULT OF THE REFORH SECTOR PROGRAMS AKD THE £-7_  SINCE
SUCCESSFUL IMPLEMEMTATION CF THE REFORH Will R{ A RE A
MELL CCURDILATED LFFORT G 1LE PART OF YHRE foRioob TURE
IHSTITUTIONS, THE PP SHOULD ALSO EXAMIKE HOW SUCH
COURDINATION WILL LE ACKIEVED

(G} PROJECT PROCUREHENT. THE M1SS10N SKOULD CLOSELY
REVITY ITS PLANNED FECUESTS FOL BUANKLT FROC 2inin]
WAIVORS,  WAIYIRS S50UID B RECUESIED #0¥ Cnly Tn05L
ITERS THAT ARE ESSINTIAL TO THE RAPID {HPLEBIKTATION Of
THE PROJECT. SER/COH 1S WILLING TO ASSIST The HISS104 IM
DEFIHING ITS RECUIRERENTS.

3.' [H ORDER TO ASSIST HISSION ih PREPARING NICESSARY
AGRARIAN RLF"H PROJFCT POTUHENTATION, ALD/M VL ATTERPT
10 PROVIDE RUY ARD £5 HULH TOY ASSISTALIL AS MIGTIGH
REQUIFES,  PER CONVERZATHONS WITH CHALJ, FIRST TDY TLAK

OF SCAFF BROWN, SHERPLR, SCHOUTEN, AND PEASLEY WILL

ARRIVE O/A HAY 18 TO ASSIST WIYR SR AND PP. ETAS WILL BE
SENT BY SEPTCL. PLEASE AGVISE ANY ADDITIONAL REQUIREHENTS.
CHRESTOPHER
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SOCTIAL ANALYSIS
A FEW COMMENTS ON LAND TENURE
AND THE COURSE OF AGRARIAN REFORM

IN EL SALVADOR

By Mac Chapin
June 1980
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The need for drastic land reform measures in El Salvador has been
brought about by the convergence of two factors: (1) rapid population
increase on a small and non-expandable land surface, and (2) an extremely
skewed pattern of resource distribution. According to the 1971 census,
4,317,666 people were spread across 21,041 Km.2, giving the country an
average population density of slightly more than 200 people ner Km.2.
This constitutes the highest population density in Latin Ame..ca. Against
this demographic background there cxists an acutely unequal distribution
of resources. At the top end, slightly more than 1% of the total ??mber
of farm exploitations hold close to 50% of the agricultural 1and.(

In 1961, there were 125 estates of more than 1,00C nas. (White 1973:33).
At the bottom extrem2, 70.7% of the total number of farms wern smaller
than 2 has., and 86.7% had less than 5. has. of land. To these figures
must be added the large population of rural landless poor. They have
increased in number from 11.8% of the total rural population in 1950 to
40.9% in 1975 (Burke 1976:480).

The pressures on available rasources have reached the point where
E1 Salvador's traditional economic ctruc*ures have been pushed to the
breaking point. Poverty, nutritional deficiences and un-and underemploy-
ment have been accentuated beyond the hunan iolerance level for the bulk
of the ccuntry's population, and the result has been escalating socio-
political tensions and widespread open conflict. The present Agrarian
Reform project is an attempt to rectify this rapidly deteriorating si*ua-
tion -- although it is the bleak opinion of many Salvadoran< tnat it hcs
come 20 years too late.

THE AGRARTIAN PICTURE

E1 Salvador's Agricultural landscape is dominated by large naciendas
of coffee, sugar cane and cotton which cover the most fertile lands of
the central volcanic ridge and the flat plains running aluong the coast
- (see map, Pg. 2). These es.ates, which vary gceatly in size and level
of technologi:al sophistication, are generally run in an autocratic fashion
by a patrono who employes a permanent body of managerial and service per-
sonnel along with a sizable number of agricultural workars called celonos.
Colonos live within the  boundaries of the estates with their families, per-
forming the bulk of the agricultural i3bor, in exchange for wages and services
offered by the patvono. Until recently they were remunerated for their
work with small plots of land on which they could plant subsistence crops,
and othe:r miscellaneous beirefits the patrono would offer. This system,
however, has been modified in recent years and cash payment for colonc
services has largely supplanted the more traditional types of transactions.

(1)

The concentration of land is even more severe if it is realized that
single people and families frequently own several properties. Further-
more, this is usually the best agricultural land in the country.
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In 1965, government legislation designed to fix minimum wages for rural
laborers attempted to abolish cclonaje (cr colonia) and all other forms of
terure arrangements which were considered "feudal" (Browning 1971:261).
Colonos are now paid wages for their work, and in some cases they are charged
a fiat rate - which may be either cash or part of the harvest - for the use
of small plots of land, usually no more than 1 or 2 manzanas, for subsistence
crops. On a numter of farms which have expanded cash crops considerably
over the past few decades there is litile unused laud for colonos, and this
practice has stopped aimost entirely., but there us a strcna desire among
colonos to farm their individual plots and throughout most estates they can
be seen carving out their milpas and planiing on steep hillsides bordering
the productive land used by the patrono for his cash crops. The legislation
of 1965, while at least partially ignored on some of the more traditionally
run estates, has had the effect of reducing the number of colonos throughout
most of E1 Salvador. Browning, writing only a few years after the law was
passed, noted this trend, and during the intervening years it has continued.
Before 1965, it was no great burden for the esfates to carry more people
than needed to satisfy iabor requirements. But this practice became un-
tenable when cash wages were stipulated, and most patroros have reacted by
cutting the number of colonos to the minimum, and seeing to the harvest with
unattached landless laborers and small farmers from the surrounding country-
side. Al:hough statistical data are weai, the official census of 1971 noted
a drop in the number of colonos from 55,769 to 17,019 over a ten year period
\Burke 1976:66). The number of colonos in Usulut&n, which is a region of
large cotton farms, has been reduced over the past two decades by 94.3%
(Rodrfguez McCall and Reyes 1979:3). This flushing of colonos from the
Targe %and medium sized) estates has been a prime factor in the increase of
E1 >alvador's landless poor.

The land not encompassed by the large estates is taken up by an as-
sortment of medium-sized farms interspersed with a staggering number of
micro-plote belonging to small property owners and renters. Land used by
these two latter groups can be seen everywhere dotted about the hill slopes
of E1 Salvawor. In fact, just about everywhere that cash crops have not
been planted -- in other words, on marginal agricultural land - the hand
of the subsis-ence farmer, be he owner, renter or squatter, can be seen.

The three phases of the government's agrarian reform program will bring
about a drastic modification of the economic and social 1ife of E1 Salvadar's
rural population, rich and poor alike. The process has already begun, and in
a very real sense it is "irreversible", as its promoters claim. This is not
te say that it will more forward smoothly, or even stumblingly, to an adequate
solution of E1 Salvador's present problems, which are numerous and profound.
But things have already changed, and to attempt a clearer understanding of
the difficulties being faced and how they are being and might be dealt with, i
would be wise to explore E1 Salvador's agrarian panorama in & bit more depth‘z%

11y, _
(1) For a much more thorough treatment of this subject, the interested
veader should consult Browning 1971, Colindres 1977 and White 1973.
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COFFEE

Coffee is found stretching across the higher reaches of El1 Salvador's
central volcanic chair, with the most extensive cultivation in the western
departments of San Salvadsr, Santa Ana, Sonsonate and La Libertad. In 1931,
coffee represented 95.5% ot £1 Salvador's total exports. Although coffee'’s
importance has dropped since then - in 1971 it made up only 40.5% of the
country's exports - it has been a thoroughgoing economic “actor behind El
Salvador's economic development in this Century (Brawning 1971:222;
Colindres 1977:66). During the 1940's,

Coffee was king: it earned the country's foreign
exchange, paid for its imports, provided the revenue
for central and local government, financed the
construction of roads, ports and railways, gave
employment -- permanent or seasonal -- to a large
part of the population and made the fortune of few
(Browning 1971:222-223).

Despite its decline in reiative importance, coffee is still the major
agricultural crop in E1 Salvador. In 1969, 14,439 coffee farms were
recorded (Colindres 1977:68), with an average size of 3.8 has. per farm
(White 1973:116). This latter figure, however, does not take into account
the extremely unequal distribution of land among coffee farmers. Over

50% of E1 Salvador's coffee is produced on farms of over 100 has., and a
mere 90 producers individually sell 5,000 quintales and above anaually.

At the other end, close to 10,000 of the country'% }4,439 coffee growers
produce 25 quintales or less (Colindres 1977:68). L

Farims of less than two or three has. cannot adequately support a
family of 6 people; and throughout the coffee regions of E1 Salvadcr many
of these farms harbor two or even three families. As the population grows,
the small farms are becoming even more fractioned. Most of these people
are forced into the secsonal labor market to supplement their incomes,
and they commonly rent small plots nearby to plant basic grains, wherever
land is available (land for coffee production itself is only rarely rented;
wnat smare land that remains in coffee areas is usually unsuitable for
coffee, and is thus extremeiv marginal). The labor employed on these
small farms is usually familial; only occasionally, when the family is
unable for one or another reason to provide the needed labor inputs,
neighbors in a more precarious economic predicament are hired.

(1) The inequality of benefits is even greater than these statistics indi-
cate. White notes that "It is the large estate owners who are also coffee
processers and exporters; and the processers lend working capital to the
smaller producers. At the bottom end of the scale, the smallest growers
are very often forced by their poverty to sell their future crop before
the harvest for a price well below what it wili fetch at harvest time,
often for as little as half the price. _(Sometimes less than half the
normal price). The buyer is usually a large grower or processer."”

(White 1973:123).
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Coffee farms of medium size - 20 to 100 has. - are generally worked
with paid labor, and usually have a small number of colonos Tiving on
the property to guard the crop and to carry out year-round tasks. Extra
help at harvest time is picked up from nearby small farmers and iandless
laburers. The owners of these farms only rarely live on the property,
preferring to reside in nearby cities, and in some cases, in San Salvador.

Parts of these farms which are not apt for coffee may be rented to local
people for the cultivation of basic grains.

The largest haciendas, some of which stretch across several mountain
tops, are invariably owned by absentee landlords, many of whom spend a
good deal of their time abroad. (This fact made it relatively easy for
ISTA to take over many large farms without difficulty. Had more of them
heen in E1 Salvador, they may have put up more active resist.ice). The
largest coffee haciendas -- some of which also grow sugar ~ane in the Tower
sections of the farm, and have pasture for cattle -- cover a uiverse range
with regard to physical and social conditions. Sor.2 are cquipped with
modern, sophisticated coffee processing plants (beaz7icios), an efficient
management system of upward of 100 employees, and re.atively adequate
living quarters for the colonos. Others are semi-mea;eval, with ancient,
rundown machinery, inadequate management personnel, and deplorable facilties
for the coloros. Where the patrono spends a good portion of his time on
the hacienda, usually on weekends and during the harvesting season. his
living quatters (called the casco) are often opulent and well maintained,
Many coffee haciendas, however, are only infrequently visited by the patrono
and his family, and his interest in the estate is limited to the products
he extracts. Kept in minimal working conditions, the physical installations
receive poor maintenance and are oftsn semi-antiques. The colonos, who are
always kept some distance from the patrono's reach, are of littie concern as
long as they behave themselves and get along with their work.

Although there have been attempts to eliminate the system of
colonaje (or colonia), and the number of colonos has been substantially re-
duced over the last 15 years, thay are still very muchk in evidence throughout
the coffee regions. 0ne change, ilready mentioned above, has been that they
are now paid wages, for the most part, rather than food and certain fringe
benefits.

Throughout the coffee regions, with the large and medium size estates
dominating the landscape, there are increasing numbers of micro-minifundistas
and landless people. Many of these people were former colonos who have been
dismissed from the estates; many are the result of run-away population growth
and the consequent fragmentation of already small farms. The central hign-
lands comprise the most densely nopulated region of E1 Salvador, and with *the
lack of good land in other sections of the ccuntry, they are often forcec
to stay where they are, adding tc the demcyraphic crunch each year. Lining
the roads skirting the large -estates are colonies of despiazados (displaced
peéple, families without land) living in sub-humzn conditions and without
hope. These people, who are are iucky to gain occasiona’l permission to rent
tfand on the adjacent haciendas, depend almost entirely on seasonal labor which
leaves them without more than occasicnal scraps during a large part of the year.
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SUGAR CANE

Sugar cane is grown throughout the central highlands, encroaching on
the north and the south along flat land and rolling hills that are too low
for coffee. Some haciendas in this region grow both coffee and sugar cane,
each crop being adapted to its respective elevation. In 1971, 17.5% of
all the land cultivated with sugar cane was held by farms under 10 has., a
decline of 3.75% from 1961 (Colindres. 1977:74). Virtually all of these
small farms are owned property; sugar cane takes more than a year to mature
and may be cropped several times before being replanted, and is thus semi-
permanent. (White 1973: 157, footnote 35). Sugar cane grown on small farms
is not as profitable as coffee, and much of it is grown solely for family
consumption. It may be processed at a traditional trapiche (sugar mill),
which is either driven by motor or oxen; but this technology is disappear-
ing, and small producers now occasionally sell what little they grow to the
commercial refineries.

The large sugar estates often have a processing mill standing on the
focal point of the hacienda. Many of these are relatively modern, as sugar
cane has only become important in E1 Salvador since the early 1960's
(White 1373:131). These installations, if they are ic.ge, are run by a per-
manent body of laborers, who receive help during the harvest from workers
picked up from the neighboring countryside. The permanent laborers occa-
sionally belong to a union, and are active, if local cif?%mstances allow, in
campaigning for better working conditions and high pay. In contrast to
the Ingenic*laborers are the colonos of the ectates and the agricultural
viorkers taken in during seasons of peak labor demand. They form a class
apart from the unionized employees (where these exist), and do not partici-
pate in the right to organize themselves in unions.

In conformance with the countrywide trend to decrease colonaje over the
past 15 years, there are fewer colonos on the Sugar cane plantations than
before. As in the coffee areas, these ex-colonos have formed clusters of
houses lining the roads around the estates. In one area a short distance
from San Salvador, long, semi-continuous strings of houses made from every
conceivable scrap of cast-off material can be seen running a precarious line
along the borders of three contiguous estates (all of which have been inter-
vened by ISTA). They are separated by barbed-wire fences from the estates,
leaving the families that occupy them a strip barely 25 feet wide on which
to live. Most of the older people were once colonos; some have drifted
from other, more economically precarious zones of the country. Few have
access to land they can rent to plant corn, beans and sorghum. They live
hand to mouth, working on the plantations when there is a chance; they some-
times migrate to the larger population centers to find jobs; and many -

g,

(1) The workers in these sugar mills are not classed as agricultural laborers,
and are therefore legally permitted to form unions. Even so, "...only
about ten percent of E1 Salvador's non-agricultural workers {(Rural and
Urban) are unionized." (Department of State 1980:320).

*Sugar Mill
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especially the women - pick up extra cash from occasional odd jobs. It is
not known how many Salvadorans live in such tenuous conditions, although
it is evident that their number has been increasing steadily in recent years.

COTTON

Cotton is grown exclusivel: on the coastal Towland strip, with the
greatest concentration of farms lying in the central and eastern regions.
While cotton has been cultivated for centuries in E1 Salvador, it only
began to gain importance in the national economy during the years preceding
the Second World War (Browning 1971:229). The late economic blossoming
of E1 Salvador's coastal region, whz%S was at the turn of the century car-
peted with luxuriant jungle growth, was made possible by the development
of insecticides (which agave man control over the coast's large insect reserve)
and drugs that effective.’ kept diseases such as malaria and yellow fever
in check (Browning 1971:229-230).

The amount of land in cotton has grown rapidly during the past 30 years;
in 1964-65, over 120,000 has. were p anted with cotton (1bid:234); and in
1971 cotton made up 12.7% of E1 Salvedor's total exports (Colindres 1977:66).
At the same time, however, the area planted with cotton fluctuates radically
from year to year, follow.:g world cotton prices, and since the late 196Q's
the excessive and irresponsible use of insecticides -- which from 1965 - 1967
comprised up to 45% of t?E?] production costs (White 1973:129) -- has been
cause for serious alarm.

In the early 1960's, only about 5% of the cotton crop was grown by
farmers with less than 10 manzanas, most of which w. s rented land. At the
other extreme, 55% of the cotton was produced on fa ms of 100 manzanas or
larger (White 1973:133). Labor requirements are lo.: for cotton, while capital
inputs are high. a fact which effectively excludes most small producers who
have difficulty securing credit. Another consequence is a smaller number of
permanent colonos on the cotton estates than on those devoted to coffee and/
or sugar cane.

As cotton plantations expanded along the coast, they pushed out cattle
wanchers and small subsistence farmers, altering the social organization and
economy of the area. According to Browning:

(1) Today, virtually ail of this vegetation has disappeared, and all that
remains is an occasional isolated tuft of jungle.
(2)

In the areas of heavy spraying, much of which is done by small planes,

the people living on or near the farms are constantly exposed to poisonous
insecticides. As this situation is seldom publicized, it is not known

how many human lives are lost as a result of the spraying. There is,
however, always an abundance of rumors of death, blindness anll other ail-
ments in the cotton region, and the peoplie are generally unable to keep
animals around their homes.
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Changes of land use were accompanied by changes in the function and
character of the hacienda. The coastal hacienda's traditional organi-
zation, based on cattle and tenant farming, was replaced by a mono-
cultural plantation system operated by permanent paid workers and hired
seasonal laborers. As the operation of a cotton plantation, apart from
picking the fiber, is generally fully mechanized, the labor requirement
is for a small, semi-skilled, resident work force. Tne practice 0f
allowing a colono to use a piece of land on the estate in part exchange
for his labor was discontinued, and the tenant-farming of subsistence
crops decreased as the value of land increased and the area of unused
land diminished. Leases to present cultivators were not renewed and
squatters were evicted. The majority of these dispossessed and landless
families are unable either to continue their accustomed subsistence cul-
tivation or to become cotton growers: in the 1965-6 season the total
number of cotton farmers with less than seventeen acres was only 1,142.
For most the only opportunity to earn a meagre income is during the
short cotton picking season. Those that remain in the area are obliged
to setile where they can and form scattered groups of straw huts or
caserios (1971:235-36).

While cotton is predominant on the central and eastern region of the
coastal strip, many other Grops can be grown there on a commercial scale. One
large hacienda near Usulutan, with over 3,500 has. and upwards of 2,000 colonos
scattered about the estate in 7 or 8 campamentos, (sections) is a good example
of how a diversity of crops, many of which are permanent or semi-permanent,
can successfully be grown. The ha 1?nda has large plantations of bananas,
plantains, cacao, rice and cotton; corn is being grown this year for the
first time, although on a modest scale; and there are also small groves of citrus
and achiote. The farm includes a herd of over 2,500 cows (most of which are
dairy cattle), several large ponds stocked with tilapia and other fish, a chicken
farm, and a colony of bee hives. Beyond this, the patrono has built a complex
network of salt extracting pools and wooden warehouses to store the crude salt.

The patrono, aside from his restless quest for new enterprises,(z) has
also built up over the years a complex management staff and a huge squadron of
machines of all sorts, including tractors, planters, sprayers, and harvesters
(over 100 mechanics are employed to keep them in running order). A large force
of colonos lives permanently on the hacienda, to work in the diverse activities
of the enterprise; labor requirements, even with the high degree of mechaniza-
tion, are much greater than on neighboring plantations specializing only in
cotton. The colonies of the workers are generally made up of clusters of adobe

(1) Actually, cotton is the dominant crop on this farm, taking up over 2,000
manzanas of the estate.

(2) Perhaps the most oizarre feature of the hacienda is a zoo which includes
pumas, ocelotes, crocodiles, and African lions. The neople now in control
of farm, which has been intervened by ISTA, don't know exactly what they
will do with these animals. They are presently feeding and caring for
them as they had before the agrarian reform took place.
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and brick homes with asbestos or tile roofs; they are much more elegant than
their counterparts on most of the haciendas in E1 Salvador, although they
could still see improvements. Added to this is a school, located next to the
core of buildings in the center of the estate, with classes going up to the
ninth grade.

Whether it was done consciously or not, the hacienda provides permanent
employment for a large number of people by cultivating a variety of crops
needing year-round attention. At the same time, social improvements for the
employees and colonos have been made, at least on a reasonable scale in com-
parison with most other haciendas; and with the potential for large and more
or less steady income from the estate'? enterprises, these services can be
expanded under the direction of ISTA.( ) If it indeed comes to pass that the
present ex-colonos, who have until now been excluded from the hacienda's
management decision-making processs, begin to take a more active role in
economic and social matters, the living conditions of all can be substantially
improved. Farms of this sort may serve as models of how coastal enterprises
of phases I and Il of the Agrarian Reform might be modified to meet the needs
of their members. A shift away from cotton would, among other things, in-
crease employment opportunities and simultaneously decrease the use of harmful
insecticides.

AREAS OF CATTLE AND SUBSISTENCE CROPS

Much of the land in E1 Salvador, however, is unsuited for commercial
plantations of -coffee, cotton, and sugar cane due to poor soils and in-
hospitable topography. Marginal land is generally covered with expanses of
cattle pasture or the tiny plots of subsistence farmers, which are seen every-
where carved out of steep hillslopes. This is the predominant pattern of land
use throughout the northern strip of E1 Salvador. Traveling out of the central
volicanic ridge north to the Honduran border, one moves through rolling plains --
where sugar cane is sometimes growd -- into largely infertile, uneven hills cut
by rugged gulleys. Browning describes the characteristic features of the
northern reaches of E1 Salvador vividly:

The landscape across the northern highland gives ample evidence of

over population and the total faiiure of attempts to check spontaneous
settlement or to regulate its primitive forms of land use: denuded hill-
sides of bare rock and stone continue to be scratched each year by the
peasant's stick and hoe; blackened stretches of burnt forest where
scattered maize plants are grown between the skeletons of dead trees;
emaciated cattle grazing withered clumps of grass on unwatered slopes;

and valleys where riverbeds are choked by the debris of unchecked erosion.
(1971:256-257).

(1) Even at this early date in the reform, several steps have been
taken in this direction.
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An assessment made of Morazan's agricultural potential by the OAS several years
ago may be taken as characteristic of much of nc:chern E1 Salvador:

......... hilly terrain, which because of its broken topography

and in many cases rockiness, and low depth of its soils, is not
suitable for agriculture, except in very limited areas, and with very
primitive methods... (most of this land has) serious problems of
erosion, produced principally by the cultivation of short cycle crops
such as corn and sorghum (0AS Study, quoted in Grant 1978:23).

Not surprisingly, this is an area of few large haciendas. Those which do
exist concentrate on cattle, basic grains, and, in the few places where
possible, sugar cane. These haciendas are "tradicional" and unsophisticated
in comparison to the more highly mechanized operations of coffee, cotton and
sugar cane to the south. What physical structures they have are rudimentary
and few in mumber, consisting of little more than a central home for the
patrono- which is often quite elegant - corrals for cattle, and & collection
of crudely built, rustic offices and storehouses for materials and harvested
crops.

Because of the inhospitable terrain, most of the landscape of the North
is in the hands of small and small-medium farmers. In fact, the number
of small properties has increased in some departments during recent years
at the expense of the larger estates (Browning: 1971:267). Most of the
farming on these small plots is carried out by simple slash-and-burn, shifting
cultivation techniques, with the principal crops being basic grains. Although
the population of the North is not as dense as in the Central hignlands, there
is severe pressure on the land - determined in part by the poor quality of
the soils and the ruggedness of the land surface - and as many as 50% of the
small farmers are renters.

The situation of E1 Salvador's small farmers and landless poor, whether
they be found in the marginal lands of the northern border, interspersed among
the large estates of the coffee and sugar cane regions of the central moun-
tains, or along the flat coastal plains, is tenuous by any standard of measure.
Throughout E1 Salvador the rural peasant is increasingly forced to marshall a
variety of strategies to keep his family alive, and it is common for small
property owners to rent additional plots for basic grains and spend part of
the year in search of paid labor. According to White (1973:135):

Campesinos .... cannot be neatly classified into categories as

owners, share croppers, renters, colonos, and laborers. They

do not remain permanently in the same category, and they often work
one piece of land under one arrangement and another under another,
within the same season. Indeed, many express a preference for variety,
at least from time to time, and this is probably part of the reason
why much of the work force is highly mobile, almost "nomadic".

Seasonal wage labor has become an integral part of the subsistence
strategy of most of E1 Salvador's poor rural population. A vast majority of
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the small farmers work their subsistence plots from May through August or
September, and spend the remaining months of the year as wage laborers on

the large estates or scrounging for work in the cities and towns. The harvest
taken from a farm of 2 or 3 manzanas is simply not adequate for a family of
between 5 and 10 people, and must be supplemented with money or produce from
other quarters. Furthermore, where rented land is paid for with money, and
fertilizer and improved seed are used, the need for cash is even greater. At
the present time, more than half of E1 Salvador's rural population depends on
wage labor for over 50% of its total income; and this figure would be much
higher if greater employment opportunities existed (Burke 1976:480). The
implications of this pattern of migrant wage labor for the Agrarian Reform
program will be discussed later in the report.

RENTERS (ARRENDATARIOS) - Beneficiaries of Decree No. 207

One of the most striking featuresof E1 Salvador's agrarian landscape is
the extraordinary number of farmers who work on rented land. It is estimated
that more than 50% of small farmers rent land each year to plant basic grains
(although there is a small amount of land on the coast where small renters
plant cotton). No reliable statistics exist on the number of agricultural
renters. It is being said by some that *here are approximately 150,000 people
in E1 Salvador who rent land for farming. However, according to the official
census of 1971, which included several different categories of renter (in- Iz
¢luding colonos), the number of rented properties was 117,815 (Colindres: 1977:34).")

Confusion on this matter is understandable. Few rental contracts are
formalized in writing, and it is probable that many would easily escape the
census taker's attention. Rental agreements are generally made verbally between
renter and land owner a month or two before the planting season; and payment
for land use rights, whether in cash, promise of part of the harvest (called
censo), or some other form, is only rarely legalized with a written receipt.
Furthermore, there is such a variety of possible rental arrangements that many
could easily be missed by even the most alert investigator. Some rural people
make cooperative agreements with neighbers, taking part of the harvest in
return for their labor; others exchange services or goods for land use rights.
It is also common for farmers to "borrow" land from reiatives. Some small
renters use land belonging to neighbors with plots of no more than 2 manzanas;
some rent on medium-sized estates; and others rent land on the large haciendas.
It is entirely possible that renters on the large estates would either be
missed altoaether or lumped with the colonos working the same type of land. In
any case, it is likely that the census figures are lower than the reality. All
that can be said is that the number of renters is high, and it has been in-
creasing rapidly over the last two decades.

The average size of rented plots in 1971 was less than 2 has.; but this
figure is deceptive, for it includes a number of agricultural operations renting
farms in excess of 50 has. -- and sometimes much larger -- for the production of
cash crops such as cotton and rice (a pattern common on the coastal plain). In
reality, most renters have access solely to very small plots of land. For
example, in a study of a rural municipality in Chalatenango it was found that

(M Note that this figure is somewhat bloated because it includes colonos (which
the 1961 census excluded). At the same time, it does not include a variety
of rental and squatting arrangements which, if included, would raise the total
_substantially. This gives an indication of the confusion existing in census
statistics. :
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the average size of rented plots was slightly over 1 manzana (0.7 ha.); ard
fully 2/3 of all farm land iqgthe area was rented (Lardé and Jacio 1980:24).

In another study of the Region Oriental (comprising San Miguel, La Union,
Morazdn, and Usulutdn) it was discovered that 62% of the renters worked

plots ranging from 1/4 to 1 ha. (Rodriguez McCall and Reyes 1979:11). My .
findings, which were collected in several Departments uf differing agricul-
tural potential, crops, and farming systems, indicate that this general pattern
of small rented plots of 1 ha. or iess is extremely widespread throughout the
country.

: Among the group denominated "renters" there are various terms, some of
which reflect regional linguistic variztion, others of which refey fo the
pature of the rental arrangement and/or the status of the renter.( The
custom of paying for land use rights with part of the harvest has declined
to some extent in recent years, as more and more-peasants wovk their way into
the cash economy. Many campesinos still make censo transactions, but most of
those I talked with said they preferred paying outright in cash, for that
terminated their obligations tc the landlord. The broadest term for renter is
arrendatario -- although this usually refers to someone who pays cash for rental.
For the sake of clarity, I will use this term in the following pages, with the
understanding that I also mean to include aparceros, cencistas, and medieros.
The term colono, which has already been discussed, is & separate category and
is therefore excluded.

The renters who will be most strongly affected by the "Land-to-the-Tiller"
component of the reform (Decree 207) are those I have broadly called arrendatarios.

They are not tied permanently to estates, and customarily plant basic grairs
during the agricultural season (roughly from May through August -September) and
perform wage labor during the remaining months of the year.

Small arrendatarios - who make up the vast majority of renters - pay for
the use of a tiny plot of land for a single planting season in cash, with a
portion of their expected harvest, or by means of some other arrangement. Ren*al
contracts, as mentioned above, are only occasionally written; they seldom con-
sist of more than a verbal agreement, and no signed receipt of the transaction
is made. Although the government has made several attempts to regulate the
price paid for rented land by means of official legislation, there has been
widespread neglect of these measures. The price is generally set by the land-
owner, regardless of what the law might say. Furthermore, there are no stan-
dardized regulations governing the relationship between renter and property
owner, and the renter has no guarantees or rightc which can be negotiated
legally. Agreements made between renters and neighboring minifundistas are,

(1) Some of these terms are terrajeros, aparcero, cencista and mediero.

- Aparcero (from parcela: "plot") is generally translated as "sharecropper",
as he traditionally pays for land use rights with part of his harvest.
Cencista is similar; he pays with censo (a portion of the harvest) - as is
*  mediero, who pays with half (media) of his harvest.

i
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of course, dictated largely by personal and social factors. But wheve small
renters make contracts with larger landowners the matter of power - political
as well as economic - must be added to the equation. Whenever disputes arise,
even if the renter were backed by the law,it would be naive to suppose that
he could emerge victorious in a legal suit. In truth, no small arrendatario
would ever think of taking such a course of action, for the cards would be
stacked against him from the start.

. Virtually ali %?3 land farmed by small arrendatarios is of marginal
agricultural value. It is generally land Wiich 15 unsuited for commercial
crops. either because of poor soil quality or topography inaccessible to
farm tractors. Throughout E! Salvador during May of each year steep slopes
0f a5 much as 60 to 70 degrees can be observed with irregular patches burned
clear of vegetation in preparation for planting. On only a limited number of
small farm plots planted with basic grains are plows employed to prepare the
ground, and these are generally owned rather than rented. Rented iand is
very seldom planted with permanent crops such as coffee, because of the
tenuous nature of the rental agreement.

The marginal quality of most rented farm land makes for a situation 1in
which a system of rotation is predominant. Plots are first cleared of their
scant vegetation in April, and when the vegetation has dried sufficiently it
is burned. With the first May rains, the initial crops are planted; after
these begin to germinate, other crops are added and the field is periodically
weeded, Harvesting takes place from late July through September, at which
time the field is abandonad. In some of the richer agricultural land of El
Salvador, where thick volcanic soils predominate and the topography is not
too hilly, crops are planted more or less continuously, year after year on the

(1) Note that 56.7% of E1 Salvador's land is officially categorized as V, VI
and VII class scils. "Some of these (in class V) are in coastal plains and
not subject to erosion but require drainage, are subject to flooding, have

a high water table or are too shallow to bedrock. Others (in classes VI and
VII) are steep, eroded, rocky, or have other limitations to the extent that
bringing them into cultivation is impractical and not economical. These
are best suited for forestry, pasture and natural vegetation."

24.4% of the land fails into class IV. The land capability of class IV is
either:
- "Medium quality soils suitable for limited cultivation but subject to
erosion. Most require erosion control practice.. Best for perennial crops.”
or
"Mostly very steep. Subject to severe erosion, already heavily eroded
or rocky. Not suitable for intensive cropping. Adequate for perennial
and tree crops, pasture and forest. Some might be used for cultivated
crops on a limited basis with the use of terracing, strip cropping,
diversion ditches, etc. "(Agricultural Sector Assessment: E1 Salvador,
AID 1977:2) ]
.- _f_:i'i&
The vast majority of E1 Salvador's arrendatarios are farming, IV, V, VI and
VI ¢lass land.

)
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same plot. But in many areas - such as the bulk of the country to the
North - this practice is impossible, and the land must be left fallow for
a:minimum of one or two years. (According to older informants, fallow
periods used to be longer, of at least four or five years; population
pressure has cut this period drastically in recent times over large areas
of Ei Salvador, and the general result has been increasing erosion and
falling productivity.) In any case, i% ;s apparent that few renters farm
the same plot two years in succession. 1) This fac%, as will be seen later,
has significant implications for the "Land-to-the-Tiller" component of the
Government's Agrarian Refcrm project.

One important feature of land rental in E1 Salvador is that small
farmers rent land from owners of properties of all sizes, ranging from very
small holdings of 1 to 2 manzanas to huge estates of several thousand has.
Unfortunately, statistical information on this variable is entirely lacking.
A11 that can be said is that there are numerous arrendatarios who make
rental agreements with relatives or "neighbors" who are themselves poor. It
{s common, for example, for older property owners who are themselves unable
to farm their land to rent out half of their few manzanas to others. At the
other extreme, some of the large hacendados (hacienda owners) rent land to
noa-colonos who live nearby and occasionally do wage labor for them during
times of peak labor demand. It would be hazardous to guess what the propcr-
tions among the different rent/property size distinctions might be; but
numerous examples of all of thein were found during recent field visits.

Arrendatarios frequently rent two or three plots in different locations,
although these are usually on the property of a single land owner. Also,
when they rent plots on larger properties they favor making the rental con-
tracts with the same landowner year after year. This makes for greater
stability, and allows the renter to build a personal relationship with the
landowner which may bring him highly valued fringe benefits. At times he is
rewarded with better land; he may also be given tacit permission to plant
moreégand than is paid for. As one renter from Chalatenango described his
patron: "He is considerate. He knows that no matter what, I hold up my
end of the bargain. If my harvest is poor, he will lower the price (of the
rent).” (Larde and Jacir 1980:58).

Although there is doubtless variation throughout E1 Salvador, few
renters receive institutional credit. In the Region Oriental it was frund
that only 5.8% of the renters receive credit through government institutions
and 3.2% borrow from private money lenders. The rest - over 90% - have nu
access to credit whatsoever (Rodriguez McCall et al 1979:16). It must be
said, however, that many farmers - it is not known even roughly how many,
although the practice appears to be common - borrow morey or are given seed
and/or fertilizer with the promise to repay the debt with part of the harvest.

1

‘( ) Rodriguez McCall and Reyes found that in the Eastern end of E1 Salvador the
majority of the renters had been farming the same plots for more than five
years continuously(1979, Table 32). However, a large proportion of the
farmers interviewed in their study were working flat coastal lands or
valleys (personal commurication). The situation is very different in the
more mountainous parts of E1 Salvador, which cover most of the Central and
Northern areas of the country. Interviews with renters in these regions
showed a heavy predominance of shifting cultivation.
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As would be expected, the cash value of the products giver by the farmov to
cancel the debt far exceeds the amount borrowed. Questioning on this matter
in a number of regions of the country leads to the conclusion that the lender
generally makes a profit of a least 300% from the transaction. Because

of their limited access to credit, arrendatarios make infrequent use of im-,
proved seed varieties, inorganic fertilizer, or insecticides. In the Region
Oriental, for instance, fewer t?? 12% of the renters use store-bought”seed;
74,7% use inorganic fertilizer; and only 5.2% use insecticide (Rodriguez
McCall and Reyes 1979:16).

. Small arrendatarios generally make up the poorest and must severely dis-
advantaged group among E1 Salvador's rural population. They suffer most
acutely from mal - and undernutrition, receive virtually no basic cervices
(such as potable water and electricity), and have severely limited access to
school facilities. With regard to the latter variable, it was recently found
that in the Regid? Oriental close to 95% of the renters were functionally
illiterate (Rodriguez McCall and Reyes 1979:9).

In summary, more than 50% of E1 Salvador's rural population rents land
each year, usually for the planting of basic subsistence crops. The rented
plots they farm are small, averaging less than 2 has. in size; but a large
percentage of these plots are of one manzana or less. Rented plots are also
predominantly situated on marginal land with poor soils and unfavorable
topography. Rented land is invariably found where cash crops cannot be
grown. Credit to a-rendatarios is negligible, and there is a consequent ab-
sence of improved seeds, fertilizer and insecticides among the farmers.

THE PROGRESS OF DECREE 207

1t is too soon to present statistical information on the percentage of
arrendatarios who will emerge in the coming months as owners of the plots
they are now renting or rented last year. Decree 207 has just been announced.
However, the initial reactions of both arrendatarios and property owners who
rent out land are being strongly voiced, and these reactions, taken as a
whole, are rather disquieting. It has been noted above that rental arrange-
ments in E1 Salvador are extremely varied in nature and are made on
propertias of all sizes, ranging from tiny properties of a couple of man-
zanas to estates of over 1,000 has. Problems have been occuring among
virtually all of the different possible combinations of arrangement.

First, numerous arrendatarios rent small plots from neighbors or rela-
tives who themselves are poor and have little land. Some of these renters
pay for land use with cash, but it is clear that many operate with payments

() It should be noted that inorganic fertilizer is increasingly used by
small farmers when it can be afforded. There is some use of animal
manure, but this is usually applied on more intensive, year-after-year
plots on flat ground near the farmer's home. The hillside milpas seldom,
if ever, receive manure. Furthermore, few renters have animals to
produce it.
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of part of the harvest, labor, or some sort of cooperative arrangements.
Renters of this sort who were questioned in several Depariments said tha.
although they had heard the law announced on the radio they would find it
extremely difficult to claim the property from the owner. Some said they
could not possibly take the land; the owners were poor themselves, and the
renters felt pity for them. Some arrendatarios were renting from men too
old to work the land themselves, or from widows. As the rental payments
were the land owners' primary source of income, it would be unjust to take
land from them, for such an action would leave them destitute. From the
other side, the small property owners who have been renting out land are
understandably strongly opposed to the law. Either the land is their
security and brings them a small but steady “ncome, or they use money taken
from rental to help finance what they grow themselves. People in this category
“who were questioned either expressed defiance or despair. The ISTA office
in San Salvador has already beer visited by several tearful small landowners
who had been renting out land. (It might alsc be noted that E1 Diario de Hoy
has published a number of articles over the past weeks presenting cases of
small property owners being affected by this law. One such article des-
cribed a widow with 5 manzanas who rented out 3 manzanas. Tthe thrust of these
articles has been to point out the injustice of the law. )

To date, most of the rental arrangements amorg arrendatarios and small
property owners have apparently continued as if the law had never been
announced. The contracts had generally been made in April, and the land has
been prepared and planted. hat wiil hagren remains to be seen. If the
renters attempt to make good on their rights, there will doubtless be disputes.

Traditionally, there are two ways of resoiving land disputes between
small campesinos in E1 Salvador: through the courts, or by violence. The
latter is by far the most common practice. Even in more tranquil times, £l
Salvador is a violent country, with one of the highest rates of homicide in
the world (in 1973, for example, it was ranked number one in the World Almanac).
Beyond this, the majority of El Salvador's armed violence - which is usually
carried out with machetes and knives, although guns have recently figured
more predominantly in the weaponry employed - occurs in the rural areas, and
a large proportion stems from disputes over land.

This matter deserves some explanation. In 1274, I visited a Municipality
of some 7,000 people (including rural cantones) located a short distance from
San Salvador, to look into the matter of rural violence. At the local
Juzgado de Paz I found a series of largely incomplete crime records running
back into the 1950's. In 1953, which was the only year with full records,
there were 86 cases of armed assauit, with more t??g half of these resulting
in the death of at least one of the participants. In the course of detailed
questioning on specific cases - many of which were lucidly recalled by the
older men in the office - it was ascertained that at least 1/3 of the assaults
were provoked by disputes over land. There were several examples of relatives

(1? It can be assumed that the population of the arez was considerably less
than 7,000 in 1953.
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fighting over land inheritance; another common theme was conflict over real
o imagined land ?nsroachment resulting from difference of opinion on
boundary markers. 1) With increasing population pressure on an already cver-
used land surface, it is not difficult to see why land is such an emotional
issue. :

The question still remains, however, as to why the campesinos attempt
to solve their disputes with violence rather than through the courts. To find
an answer, I visited the government office in San Salvador that handled the
Municipality's legal problems, which were all referred there from the local
Juzgado de Paz. The lawyer in charge said that yes, many of the cases he
veceived dealt with disputes over land. But he added that as many as 60% of
these disputes - as a conservative estimate - were settled among the
campesinos themselves, and never reached his attention (except, of course,
Tn the form of assault and murder charges). -.Why? gwite simply, the legal
process in E1 Salvador is so complex and confusing( as well as time con-
suming and costly, that few poor campesinos can undertake legal action. In
order to present a case before the San Salvador Law Court, a lawyer must be
retained. At least three witnesses from the community must be brought aiong
to testify, and they have to be paid for their transportation, food, 2nd
services (to make up for work-time lost).

(1) Land in E1 Salvador is registered by means of a document which describes
boundary markers and distances; no Survey maps are used. Browning gives
an example of one such document in 1965:

The southern boundary is contiguous with a deep ravine. Leaving
this through a pass called Talpetate one continues in a right
hand direction until reaching a spring called Chupadero. From
here one follows a ditch across broken ground, named Quiebracha.
up to a pass on the hill Calavera, along the ridge as far as the
the summit of another hill, then down to a valley where there
is a ujuste tree.(1971:258, footnote 50)

As if this weren't confusing enough, "with the transfer of property, new
descriptions are made and the confusion increases. In addition to the
boundaries of the property being poorly defined, the fact that the land
itself is often claimed on the basis of the principle of prescription
{(i.e. possession as the legal basis for ownershin), may encourage rival
claims to the same area of land." {Ibid.:258-259).

(2) Again Browning (1971:264-5) can be tapped for an instructive example, in this

case for a taste of Salvadoran Legalese. For "Rights to Possession of Land:

Article 747": :

Possession may be regular or irreguiar.

Regular possession is that which proceeds from a fair title that has
been acquired in good faith; even if good faith does not continue
after acquiring possession. Consequently it is possible to be a
regular possessor ‘n bad faith, just as vice versa a possessor in
good faith may be an irregular possessor. If a title deed is
transferred, tradition is also necessary.....

Article 752

Irreqular possession is that which lacks one or more of the pre-

requisites determined in Article 747.
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Documents are then made up and various legal stamps attached to them.
A1l of this takes several trips to the capital, and the entire process fre-
quently stretches out for months. “And", added the lawyer, "it has to be
said that most of these cases are ultimately decided by bribes". (This, in-
cidentally, is the primary reason poor campesinos only rarely pursue legal
battles against large and medium sized farmers, even if their case is 100%
certain in the legal sense.) Given this situation - the costly and time con-
suming nature of legal suits -- it is perhaps easier to understand why dis-
putes among campesinos are often resolved by violent means rather than through
Tegal channels. Furthermore, winning a legal suit does not ensure that there
will be no violence over the issue in the future.

In presenting the foregoing observations, I do not mean to suggest that
Decree 207 will inevitably open the gates to massive bloodshed between small
arrendatarios and the small property owners from whom they rent. There has
bean no evidence of violence of this sort since news of the law came over the
radio. Most of the renters are moving forward with their planting as usual. Every-
one - renters and landowners alike - is waiting to see what the coming wonths
will bring, to see how things develop and what others will do.

But only a portion of the arrendatarios rent from small property owners.
Although it is not known how many rent from medium-sized and large land owners,
their number is considerable. On the largest haciendas - most of which are now
in ISTA hands - the immediate effect of the law has been mixe, with two general
patterns in evidence: either the arrendatarios have been thrown off the land
(even though they had in many cases alrcady paid for land use rights) or they
have becn allowed to ctay =nd finish out this year's crop cycle. There is
presently a good deal of confusion as %o whether or not Decree 207 affects all
iands, regardless of size, or only those under 10J has. The latter interpreta-
tion is usually accepted; and even those arrendatarios who nave been allowed
to stay on ISTA-intervened haciendas and lands to be taken during Phase I of
the Reform (land from 100-150 to 500 has.) are-not seen as legally able to
claim the land they are using. The outcome of claims to rented lands on
Phase I and Phase I7 land will be decided when the law is more clearly stated.

(1)

The reaction of landowners with from 23 tc 100 has. who rent to small
farmers has thus far been overwhelmingly hostile. Many of them are furious,
and have already taken steps to evict arrendatarios who had earlier made rental
arrangements with them. In every Department I visited there were numerous
reports of owners returning rent money to the renters and throwing them off the
land (legally, this is not correct; in practice, the renters are now without
land). Some medium-sized landowners have enlisted lawyers to write up docu-
ments stating that the present renters renounce all ownership rights to the
land, and paying off the arrendatarios or forcing them to sign. Qfhers have
used a more more direct form of coercion. In an area of Ahuachapan, for example,
25 arrendatarios had made rental arrangements with a medium-sized landowner,
paid him, and received written receipts (which is rare). They had already begun

(M) This is one variable no one has ever considered in the surveys that
* have been carried out. Quite clearly, it is extremely relevant to

the implementation of Decree 207, and it should be looked intoc as soon
as possible. :
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preparing the ground for planting when Decree 207 was announced. The land-
owner promptly sent his sen to plow up the land thev were using, and threw

the arvendatarios off. When they persisted, the owner confronted them with a
group of national guardsmen (the renters said there were 50) from the local
cuartel, and told them to leave on the grounds that his farm did not fall

within the present agrarian reform program. It was also indicated that if

they tried to farm the land, the national guard would be forced to tak? ‘drastic
measures". The owner even refused to return their rent money to them. )

The eviction of small arrendatarios from medium-sized prouperties is
apparently widespread, although it must be said that I also fourd a number of
cases in which no action has been taken by either renter or landowner. The
arrendatarios have not talked tc the owner, who is frequently living someplace
eTsé, and are continuing as if Decree 207 did not exist. In one case, I spoke
with three men who were renting land along with 40 some-odd other farmers.

When asked if they would take legal action to get the rental plots for, them-
selves, one of them enswered: "What can we say? It's up to the patron. We
can't do anything, we are low in stature (somus de baja categnrfﬁg.” I found
this general attitude everywhere arong arrendatarios rentirg on medium-sized

and large properties. When they are thrown off the land, there is little

they feel they can do. When they are allowed to siav on, they are cautious.

It is not 1ik?%x that they will pursue their rights, granted them in Decree 207,-
on their own.

Thus far ISTA officials in the capital have received a limited number of
visits from arrendatarios and affected land owners from around the country.
The people working in the Seccion Juridica of the San Salvador office have
responded vaguely. They are not sure how the law should be interpreted, and
last week were telling people to return in a few weeks, when the law would be -
they hoped - clacified. Technicians in the field (on intervened haciendas)

——

(1) These particular small arrendatarios were not as submissive as most. They
first approached one of the ISTA technicians on a nearby intervened hacienda
to ask for help, but he was not anxious to become involved. So they took
their case directiy to ISTA leaders in San Salvador. Their case was heard,
and a phone call was made to the Comandante of Ahuachapan's National Guard
headquarters. This could be done because the ISTA official knew the
Comandante personally. He asked that the arrendatarios be left free to
farm the land, and explained their rights under the law. They were allowed
to return, and according to one of the local ISTA technicians they have
not had further problems. It need not be mentioned that there should be a
more efficient way to resolve these cases.

(2)

Furthermore, if they don't claim their rights this year it is doubtful
they will have a chance next year. Of course, no land will be rented out
for the next crop cycle.



ANNEX II.A
Page 20 of 39

have been approached by numerous arrendatarios and landowners, but they are
generally very reluctant to become involved. They already have more than

they can cope with adequately on the intervened estates, and the Decree 207
disputes are "like mosquitoes", as one remarked. At the present time, few
ISTA officials - technicians or otherwise - know what sort of paperwork should
be used or how to deal with the volumes of small individual cases, most of
which have no written contract or receipt for land rental, and reflect every
imaginable shade of rental agreement.

Beyond this, many of the ISTA technicians were opposed to Decree 207
from the start. First, while they find no ethical difficulties with ex-
propriating Phase I haciendas, and even those which fall into the Phase II
category, they generally believe that it is wrong to take land from small
land holders. Clearly, it is easier to justify taking land from a person
with 75 has. than from a poor property owner with 5 has.; but there is a
strong tendency on the part of ISTA technicians and non-ISTA critics alike
to decry the across-the-board rigidity of the law, which states that any
rented land, regardless of size, is subject to claim by the farmer working it.

‘Second, it must be noted that many people in ISTA and MAG have viewed
Decree 207 suspiciously since it was announced because it was designed vir-
tually in its entirely ?X Americans, and slipped into legislation without
their being consu]ted.( In this light, "Lana-to-the-Tiller" is seen as a
political move on the part of the U.S. Embassy and the State Department. I
have heard it said on several occasions that it is a "symbolic" measure
which was proposed because it would look good to American politicians, and
not necessarily because it would be beneficial or significant in the Salvadoran
context. Whether or not they are correct or fair in their assessments is
another matter. A11 I am saying is that quite a few ISTA and MAG employees
perceive things in this 1light, and they are the ones who must put their un-
alloyed support behind it if it is to be successfully implemented.

Third, Decree 207 is viewed by many as unable to provide much more than
token benefits to present arrendatarios. As noted earlier in this report,
most renters work plots of less than one or two manzanas. Even if it is
conceded that ownership will be much preferred to renting, those affected will

(1) In a memorandum to USAID/E1 Salvador(dated 3/27/80), William Thiesenhusen
and Don Kanel of the Wisconsin Land Tenure Center stated:

The "land-to-the-tiller" program (Decree 207) is an important
one but one should recognize that with the situation of
tenancy so mixed and complex, one must thoroughly under-
stand it before opting for the program or against it.

Given this situation we feel that the government, without
foreign interference, must make the necessary judgment.

This advice was not followed. AIFLD essentially wrote the 207 legisla-
tion and handed it to the Junta, bypassing the Minister of Agriculture.
This fact is known and resented by many ISTA officials.
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still be minifundistas of the most diminutive order. A family of six cannot
sypport itself on one or even twc manzanas of land, and will need to supplement
its income with seasonal wage labor. Life for these people will be just as
precarious as ever. Decree 207, the reasoning goes, is not a terribly important
measure because it offers scant benefits, if any, to the majority of EIl
Salvador's arrendatarios.

Finally, there are potentially significant agronomic difficulties with
Decree 207. It has already been meniioned that most renters who cultivate
basic grains use land of marginal agricultural quality. The most common
farming technology is a slash-and-burn system in which existing vegetation is
first cut with a machete, then burned off for planting. Although a few renters
are fortunate enough to gain rights to plots which have rich volcanic soils and
favorable topography, and can be farmed «%iZinuously, year ?fter year, most
renters are forced to change their farm u2,t=Fach season,( After they harvest
their crop, they abandon the land; the foTlowing year they select another site
which has been left fallow for a minimum of one or two years (and longer if
possible). If they were to cultivate a single plot with poor soil on a steep
slope for three years in succession, it would be converted into a sterile desert.
It is entirely possible that these arrendatarios-transformed-into-owners will
rapidly lose interest in continuing purchase payments on a useless piece of land.
Furthermore, they are now blocked from renting new plots this coming year, and
thus rotation will be impossible.

Of course, it is true that small farmers in some parts of the world, sich
as the Far East, employ farming techniques which enable them to cultivate the
same piece of land continuously without draining the soil of its nutrients.
Often their Tarms are located on steep slopes not unlike those in E1 Salvador.
But it must be realized that these intensive cultivation systems have evolved
over hundreds of years and have become fixed as traditions in the minds of the
farmers that use them. Salvadoran peasants, equipped with slash-and-burn
techniques, would have to be instructed in entirely new cultivation practices.
Even if this could be done rapidly, the question of where this technical ex-
pertise would come from and what form it might take has not, as far as I know,
been addressed.

SUGGESTIONS RELATING TO DECREE 207

1) An increase in media propaganda. The law went into effect on
April 28 of this year and was publically announced in newspapers and over
the radio. Virtually everybody, even the most remote campesino, has heard
about it. But follow-up propaganda in which the substance and legal mechanics
of the decree are clearly and forcefully explained has been lacking. I have
heard some AID officials claim that the details of the law are clear and simple.
This may be true. The fact remains that few campesinos understand Decree 207,
and there is even a good measure of confusion among ISTA personnel. There have
been a few articles dea]ing with Decree 207 in the newspapers of widest cir-
culation (La Prensa Grafica, E1 Diaric de Hoy), and some of those which have

(1) There are no statistics on the number of renters who do not cultivate
the same plot of land each year. However, I would venture that the
majority of arrendatarios fall into this category.
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been published have attacked it as unjust. With more media coverage of an
educational, instructive character some of the misconcepiions and confusions
could be laid to rest. It would also serve to underline the Government's
serious intent -- which is widely questioned at the moment -~ of actually
implementing the reform. '

2) The development of simplified procedures for transferring title to
arrendatarios. The key to a peaceful and orderly transfer of land depends
heavily on the ability of ISTA or some other agency to come up with simplified
Tegal procedures for establishing users' rights and formalizing them. Titling
should be done free of charge or for a nominal fee. If the campesinos are
faced with the traditional tangles of legal counsel, witnesses, and documenta-
tion -- all of which are costly and time consuming -- they will either give up
their claims or take matters into their own hands. If the past sheds any light
on what may haopen in the future, frustrated rights to the land could easily
unleash a good deal of unneeded conflict and violence.

3) A special brigade of technicians, either from ISTA or some other
Agency, with a good understanding of the details of Decree 207 and the paperwork
jnvolved, must be deployed throughout the countryside to aid arrendatarics in
making dﬁaims to land they have been using. At present, ISTA technicians on
intervened haciengas hgye no time for people seeking assistance on Decree 207
land. The Seccion Juridica of ISTA is now the only place people affected by
the law can be helped, and it is located in the central office in San Salvador.
Legal assistance must be taken into the countryside, and a special team should
be created with the sole responsibility of working with Decree 207 cases.
Furthermore, it is essential that the authorities stand firmly behind the
execution of this law. This type of support will be enlisted with difficulty,
as it will signal a radical break with tradition.

4) Technical assistance and credit should be made available to Decree 207
beneficiaries. Thus far MAG and ISTA have been so involved in trying to run
and organize the Phase I haciendas that little thought has been given to the
arrendatarios. Quite simply, they have insufficient personnel even to deal
with what they are now doing. However, because of the agronomic problems facing
most beneficiaries on small Decree 207 plots, technical and financial assistance
are not only desirable, but a necessity. With the central government tottering
on the edge of bankruptcy and most existing credit being funnelled into the
Phase I haciendas, the outlook for small Decree 207 beneficiaries doesn't look
bright. These people are not organized into farmer associations or coopera-
tives at present; either they should be organized into credit groups to facili-
tate the process (which would demand even more government personnel), or the
loans should be handled independently. In either case the task would be massive
to put it mildly. With regard to agronomic technical assistance to Decree 207
beneficiaries, the problems are even more severe.
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THE PHASE I HACIENDAS

Most of ISTA controlled haciendas were intervened o.a or shortly after
March 6, the date Phase I of the Agrarian Retorm went into effect. ISTA per-
sonnel were -accompanied by Salvadoran Army troops =-- not National Guardsmen --
to ensure that the takeover would take place in orderly and pacific fashion.
Taken as whole, the haciendas were entered peacefully, without Y301ence or
disrespect for the rights of the people living on the estates. ( The soldiers
behaved with restraint, staying around for a short time to make sure things
were secure, thep leaving. Some of the estates are now being guarded by small

groups of policias de hacienda; but the amount of violence has been minimal.

The people 1iving on the estates wiiasfirst gathered together and the
reason for the intervention was explainkzi.=They were told that the patrono
was now out of the picture and they were'ithe new owners of the estates. The
basic design of the Reform was outlined, a consejo directivo consisting of
president, vice-president, secretary, treasurer, and vocales was elected on
the spot, and a cooperative was formed. ISTA representatives made it clear
that they were anxious to maintain as much continuity as possible in the
farming operation to avoid disruption of the production cycle. Although there
could be more radical shake-ups in farm administration and operation in the
future, existing managerial staff should be retained whereever possible. In
the end, however, the new cooperative members were given opportunities to
decide who would remain and who would be sent packing. When the dust had
cleared, some of the more unpopular administrative staff were told to leave,
but most of them have stayed on.

Three months have passed since the first farms were intervened, and
while there are numerous individual differences in the course taken by each
estate, several general comments can be made.

1) On the whole, the technicians and the people on the intervened farms
appear to be getting along very well. Cooperative leaders, as well as ordinary
members, almost universally speak highly of the technicians and the promoters;
and many of the technicians and promoters have become strongly committed to
the people of the enterprises they oversee. It is apparent that the hacienda
groups need to rely on ISTA personnel for credit and inputs, institutional
‘support, and legal protection. In an atmosphere saturated with fear and un-
certainty, the technicians and the cooperative members have in many cases
clearly become allies in the battle to keep the haciendas functioning as
smoothly as possible, to pry loose credit and needed materials from the con-
volutea ISTA/MAG bureaucracy, and to block the forces pressuring for the re-
turn of estates to the former owners. In the main, the technicians feel a
strong sense of responsibility to the people on their haciendas because they

(1) There were several instances of armed confrontation during the takeover
process; these were apparently provoked by groups from outside the
estates who occupied buildings before being run out.
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1ive with them, have made promises to them, and now have a commitment to do
all they can to deliver the goods. For many of the technicians the Agrarian
Reform has become a genuine "cause".

2). The major frustrations of the technicians have not been with the
cooperative members, but with the central offices of ISTA and MAG. On May 6th,
a small group of technicians called for a general strike, citing fourteen points
which should be considered and resolved. Within a short time the strike had
gained in force, bringing several hundred technicians into the ISTA offices
in San Salvador. Some of the demands reflected personal interests (salary hike,
1ife insurance policy); but the majority were aimed at gaining more effective
institutional support and maintaining the integrity and freedom of the
hacienda enterprises and their campesino members. For example, they asked for:
(1) The immediate disbursement of credit to the haciendas, (2) "respect for the
physical and moral integrity of rural workers throughout the country”, (3) an
end to steps -- legal or quasi-legal -- to return the intervened farms to their
original owners (4) provision of adequate supplies of gasoline so the
technicians could carry out their work, (5) decentralization of decision-making,
so that the technicians could act with more-autonomy, and (6) “f%jmination of
the administrative bureaucracy in the Agrarian Reform process.”

a.) The need for <redit was central to their demands. With the planting
season for basic grains (May)and cotton (June) upon them or looming only a
short distance off on the horizon, credit was still blocked at the Ministry
level. Seeds, fertilizer and insecticides had not yet arrived on the farms,
and the cooperative members, who were doubtful of the sincerity of the govern-
ment's intention: from the start, were becoming even more suspicious as time
dragged on and all they received was promises. But while credit and inputs
were the most important immediate needs, they were only part of a package ¢f
things which stemmed from the cumbersome, over-centralized bureaucracy in ISTA
and MAG.

Many of the most minor decisions - such as buying gasoline or a part for
a broken tractor - couid not be made by the technicians on the farms. Requests
for materials invariably had to be sent to San Salvador, where they became
caught in the confused bureaucratic corridors of the central offices. In short,
things simply weren't moving, the people on the haciendas were becoming restiess,
and the technicians were caught in the middle. The strike, which the technicians
initiated with somfzgisk of losing their jobs, was seen as entirely justifiad by most
of the technicians ; and in the end it did serve the purpose of speeding up the

(1) Obviously they didn't mean to "eliminate" the bureaucracy altogether.
They simply wanted to streamline it so it would function.

(2) The hacienda members also backed it by signing documents asking that the
technicians not be punished for undertaking the strike.
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the flow of credit and materials, and making gasoline more readily available.
Although the bureaucracy still maintains virtually all of its exasperating
unwieldiness intact and decision-making continues largely in the central
offices, the immediate needs are being at least partially met and the
hacienda enterprises are edging forward with the expected activities.' The
strike has formally ended and most of the technicians have returned to the
field. But the success of this phase of the Reform depends heavily on the
willingness and ability of MAG and ISTA to continue giving - and improving -
its support to the technicians on the haciendas.

~b.) Estimates differ on the number of intervened properties that have
been returned to their patronos. The most commonly quoted figure is 12. It
is also rumored that as many as 40 other haciendas are being considered by
a special government commission that was formed to handle the matter; and there
is talk of returning all of the sugar mills and coffee processing plants (on
the grounds that the former owners will be able to run them most efficiently).
A1l of this action and talk has served to deepen the already existing sus-
picion of the hacienda campesinos that the Agrarian Reform will be put in
reverse and they will end up with nothing. They are also afraid that they
will be severely castigated if the patrono is reinstated. There is an
oppressive atmosphere of uncertainty, insecurity and fear among the people
on intervened farms throughout the country. It is present, to a greater or
lesser degree, on farms that are small as well as those that are large, on
farms in politically "hot" zones as well as farms in areas that are relatively
caim. But it must be stressed that it is present everywhere, and if is having
a significant negative impact on the Agrarian Reform process. If additional
haciendas - along with sugar mills and coffee processing plants - are given
back to their original owners, the existing atmosphere of uncertainty, in-
security and fear is clearly going to become more intense. Another cause of
these widespread emotions will be discussed in the last section of this report.

The haciendas taken during Phase [ of the Agrarian Reform differ widely in
size, technological sophistication, and complexity of internal organization.
Cursory descriptions of four ISTA haciendas are presented below to give some
idea of the range of defining characteristics and prospects for future develop-
ment.

(1) Hacienda A: located on the flat coastal strip toward the Eastern end of

E1: Salvador, Hacienda A encompasses an area of approximately 750 manzanas. 200
manzanas will be planted this year with cotton, as had been done the year before:
between 12 and 20 manzenas, which were formerly used for cotton, will be

planted with the basic grains, primarily corn; virtually all of the hacienda's
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remaining territory is thick forest and, along the coast, stands of mangrove.(1)
The forest is presently being protected by El Salvador's Natural Resource Division,
and it is not known by anyone on the farm if they will now be able to exploit
the lumber and open up the area for cultivation. The farm is being assisted by
a single ISTA technician who does not live on the property, but off in the de-
partmental capital half an hour distant. The nucleus of the campamento (a term
used for farms or discrete chunks of farms in cotton areas) consists of no more
than four crudely constructed wooden buildings, most of which are used as
storage deposits. The former administrator, who lives in one of the buildings,
has been retained to manage the operation and supply the store of technical
knowledge relating to cotton he has built up over the years. The hacienda en-
terprise now has 50 members, all of whom are ex-colonos 1iving in a ragged line
of shacks running along one end of the property. The administrator is not a
member of the enterprise; he was kept or 2< 2 galaried employee. The leaders

of the cooperative were selected fromgns:inty,iigeux-colonos. In sum, the infra-
structure and the administrative sta’F. #isatitudl, and the ex-colonos themselves
£i11 the slots in the cooperative leadership. The internal organization of the
farm is, extremely simple and straightforward.

Everything is running more or less according to schedule, with most of
the cooperative members working in the fields (the day of our visit they were
repairing a barbed-wire fence). They lack a tractor for plowing, and are
forced to rent one: the former owner had taken his away just before ISTA arrived
to take the farm. They have some fertilizer stored in the depot, but need more
of what they have and some sacks of a different type; they have also been unable
to receive credit yet. é}though the hacienda is located in an area replete with
"popular organizations”( (mostly BPR and FAPU), the hacienda members have had
no problems with them. Several farms in the area had been occupied and/or
sabotaged, and there had been minor "confrontations" between national guard
forces and grupo members. But on Hacienda A the only visible signs of grupo
activities exists in the form of political graffitti on the walls of the buildings,
and the day we visited the area the campamento was overlaid with a peaceful, al-
most drowsy atmosphere.

The members of the cooperative have not yet taken an active role in
decisions relating to credit, management of the farm, or their own role in the
enterprise. The ISTA technician has thus far run things with the aid of the
administrator. For example, arrangements to obtain credit are being made by the

(1) The cultivation of cotton was begun 6 years ago; the cleared land had
formerly been pasture for cattle.

(2) The term "popular organization" or "popular group" is commonly used among
campesinos throughout E1 Salvador. They seldom speak of "leftists",
extremists" or “subversives". Often they simply say "Los grupos”. These
semantic distinctions - and their implications - will be explained more
thoroughly later in this report.
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technician; the cooperative members know 1ittle more than the fact that he has
gope to the BFA to present the paperwork for credit. They have no idea of how
the financial end of the cooperative will function, nor how or when the farm's
benefits will be divided up. For the time being they. are continuing as before -
as wage laborers - quietly grumbling that their salaries are too low (£7.57 a
day, which includes basic wages and money for food). The technician told them
at the start that all crops on the farm would be worked collectively, in-
cluding the basic grains. They have spoken among themselves about laying hands
on individual plots for corn, beans, etc., but haven's as yet mentioned the
matter to the technician.

(2) Hacienda B: Hacienda B encsm?%sses approximately 420 has. ¢’ rich flat

land near the Guatemalan border.( 400 has. are cultivated for improved seeds,
primarily corn. The farm was well equipped before the ISTA takeover, but

during the first days of the intervention the owner arrived and slipped his

best farm machinery across the Guatemalan border, to another of his farms. (ISTA
officials finally cut the robbery short and a few tractors, etc., were salvaged).
400 families of colonos have remained on the farm as cooperative members, and no
new families have been absorbed from other quarters. All farming is being done
collectively; there is no land for subsistence crops, at least this year.

As on all intervened farms, the leadership of the cooperative was formed
the same day ISTA took the land. Since then, three of the seven leaders have
resigned and left. One of the present leaders was formerly a member of the BPR
but he has since left his politics behind and is working well with the group.(Lj
However, violence, some of it surely political, has been something of a proolem.
While no one has yet been killed, several weeks ago a group of armed men grabbed
the cooperative president and his family, threatened to kill them, and stole 800
colones. The thieves said they were members of the UGB (Unid% Guerrera Blanca,
an ultra-rightest group), but the people doubt this. They don't know who they
were. They could have been leftists, men sent by the former owner, or free-
lance thieves.

Everyone on the farm, including the technicians, is afraid that the left
will start something, the National Guard will come in, and they will be caught

(1) Although less than 500 has., the owner has other farms in E1 Salvador for
a total of several thousand has. This makes the 420 ha. farm eligible for
expropriation.

(2) The fact that he was affiliated with the BPR did not bother the technicians
as long as he stayed out of politics and w>rked on the farm enterprise.
In fact, many ISTA technicians said they they would like to work with mem-
bers of the Groups -- but they are presently blocked from doing so by the
stance of the Armed Forces.
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in the cross-fire. Their fear of the national guard troops is greatest because
they tend not to discriminate when bullets begin flying.

~ Shortly after the hacienda was taken the former owner appeared with an
ISTA lawyer, who explained to the people that the farm had been expropriated
illegally, and would have to be returned. The owner tried to convince the co-
operative leaders to sign a document, but they refused. The leaders then went
in a commission to the ISTA offices in San Salvador to gain official support,
and the farm stayed in their hands. (A nearby farm was returned to the owner.
The same tactic, with an ISTA lawyer, was used, and the campesinos timidly
acquiesced. The technicians were forced to pack up and Teave.) Recently the
natrono has returned again in an attempt to take back 100 has. under the
gerecﬁo de Reserva clause. (Decree 153, Article 36). The cooperative leaders
and the ISTA technicians have turned him aY‘uggihus far with success, and are
now planting the entive area of the farm. { j% BRI

«.fy, . - e

80 of the 400 workers are presently working for salaries paid by ISTA.
Each group works 2 weeks, then another group takes its place, and so on. No
fertilizer or credit has arrived at the farm, but they went ahead and planted
anyway, in spite of the risks (quite clearly, improved seeds need fertilizer).
It was simply a question of planting or not planting. Another problem will
fall on them when the harvest comes in. The seeds must be processed, and the
most efficient processing plant, which belongs to the same owner as the farm,
is locat?g near San Salvador. If they can't use this plant they will be in
trouble; ) they are presently trying to convince ISTA to purchase it.

As with Hacienda A, the ex colono cooperative members have not peen par-
ticipating in the decisions to date. They still regard themselves as salaried
workers, and the idea that they actually own the hacienda is still quite remote.

(3) Hacienda C: Hacienda C is a 900 hectare farm located in one of the most
politicized regions of El Salvador. In the surrounding countryside thcre are
numerous groups of the BPR, and the Armed Forces have been active with periodic
operativos (large military maneuvers) ana rastreos (sweeps) throughout the
cantones of the area during the past three or four years. About a month ago

a 1arge hacienda nearby, which was not 1ntgrvened by ISTA, was occupied by a
group of farmers belonging to the UTC (Union de Trabajadores del Campc, part of

(1 This provision which gives the former owner the right to reclaim 100 (or 150)
has. of his estate one year after it has been expropriated, will cause
serious problems. If the cooperative members have been planting the area
claimed under the Derecho de Reserva, they will surely be less than anxious
te give it un.

(2) CENTA has a processing plant they could use, but it is apparently not very

reliable.
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the BPR). They were f1%§?ed out by an invasion of troops that left 25 dead
campesinos in its wake. The people from Hacienda C will not go near the
place.

; 145 members are cultivating 450 manzanas of cotton, 150 of corn, and a
small section of corn interplanted with rice. Most of the rest of the farm
is. pasture for cattle. They will farm collectively because that is the way
the ISTA technicians said they should work. They are not sure this will
function -- they have never done it before -- but wi}; give it a try. Their
preference is for individual plots for basic grains. 2) During our visit,28
men were working for wages (out of 145). But there were no seeds or fer-
tilizer yet so there wasn't much to do, and there was a limit on the amount
of ISTA money for salaries. Money is a very emotjonal issue with them, and
when I was there they iaid out a long and passionate complaint about how the
last few payments had been late.

The former administrator has been kept on, and the same cooperative
leadership that was formed during the intervention has remained. The president
and vice-president were small farmers and wage laborers before they took their
positions. As the hacienda was poorly maintained and unsophisticated organi-
zationally, there were few salaried employees and no more than a handful of
colonos. Most of the new members have ccme from outside the estate. They like
the 1ST1A technicians, and have had no complaints about them. At the same time,
the technicians note that the people tell them little about what they really
think, or what is going on in the area; trust is a scarce commodity n this
region of E1 Salvador. The technicians are presently working to obtain
credit, fertilizer and seed, and have thus far made all of the important de-
cisions in loose conjuncticn with the cooperative leaders. As on the other
farms, the other members of the cooperative are completely outside the sphera,
and have little idea of how things will turn out.

The main cluster of houses is rudimentary, dishevelled, and littered
with dismantled and rusty pieces of machinery. In January, just before the
farm was taken by ISTA, the BPR burned one of the main buildings and a couple
of pieces of machinery. But since the farm was intervened, the BPR and other
grupos -- whose presence is noted by prolific painted slogans covering every
wall in the area -- have caused them no harm. On the other hand, the peocle
are very afraid of the National Guard {ana are scared to even bring up the
topic). During my visit one of the technicians told the story of a group of
National Guardsmen who recently rolled into the grounds asking for the names,

(1)

The campesinos said a helicopter first flew over them, peppering them with

- machine gun fire. Then over 1,000 troops came at them from all sides.

(2) Campesinos everywhere prefer to plant basic grains on individual plots.
Their ¢:titudes towarc group and individual plot farming will be dis-
cussed below.
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ID numbers, and positions of all cooperative members and technicians. They
refused to give them the information, and later app??led to the regional ISTA
representative to have all such enquiries stopped. ‘'

(4) Hacienda D: Tlocated in an area of fertile land stretching out alcng
gently rolling pleins and up the side of a mountain, Hacienda D is large (about
3,000 has.), comr.lex, and modern. The two most important crops are coff e (on
the slopes of tne mountain) and sugar cane (alorg the flat lands). The main
cluster of Luildings has a sugar mil (ingenio) and a coffee processing plant
(beneficio); a row of administrative offices, workshops, and apartments for
employees; and a plush, neatly maintained house for the patrono. Behind these
is what amounts to a small village laid out in a grid pattern. The houses, in
which most of the permanent employees live along with a few colonos, are of
adobe and brick, and generally well made. Beyond this cluster are several
colono settlements scattered about in distinct corners of the property. These
homes are generally hovels made of scraps of odd pieces of cardboard, boards,
plastic sheets and sticks.

The whole operation is extremely complex, with the sugar mill, the coffee
processing plant, twelve "properties" of coffee, and six of sugar cane. Almost
all of the over 100 permanent employees - including adminisctrators, clerks,
bookkeepers, work bosses, mechanics, carpenters and hacienda guards -- have re-
mained, along with some 500-600 families of colonos. The cooperative leadership
is made up of employees (who have stayed at their old positions in the hacienda
organization). The ex-colonos do not figure in the decision making machinery of
the farm; they are physically and mentally removed from the central core of
things, although on a few occasions they have been gathered together for talks
by the ISTA technicians and promoters, and the leaders of the cooperative.

Credit is a problem, as it is on virtually every ISTA farm, but the
hacienda labor routine appears to be moving forward without having skipped a
beat. The former owner has not caused trouble (although he has come to take
away a large cache of last year's coffee); and there is insecurity among the
cooperative leaders because it is rumored that the sugar mill and the coffee
processing plant will be returned tc him. (Rumors that this will happen on
a generalized scale are causing corfusion and doubt throughout the country).
At first glance hacienda D appears to be one of the better operations in El
Salvador: modern, complex yet well articulated, and smoothly run.

But there is another aspect of the organization of the hacienda which
is somewhat less attractive: namely, the position in which the ex-colono
laborers find themselves. Driving into the bowels of the farm, I discovered
them in groups among the coffee and spread across the cane fields, working at
the same tasks they had been assigned to before the reform had taken place.
In fact, they themselves perceived little change in their lives, except that
they felt very insecure about the future. Thaey had merely changed one
patrono for another, they said; and the new patrono was perhaps worsa than the

1 . .
(1) While the technician related the story the campesinos looked .on quietly
with non-committal expressions on their faces. After a short pause,

one man said softly "Asi es". And we began talking of other matters.
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old, one because he talked pura promesa y paja  ("pure promise and bull "y,
and nothing had come of it. Their principal complaint concerned the Tow wages
they earned (just over 7 colones a day). They had heard that workers on
another hacienda nearby were earning more than 9 colones, and thought their
wages should be at least the same. The brief explanation by the technicians
about how they would receive dividends next year seemed to them highly unlikely --
another "promise". Some people from the BPR had told them not long ago that
they should be getting around 14 colones, but they didn't want to get mixed up
with the grupos (or at least that is what they told me). They were concerned
that "the escalating violence in other parts of the country would soon spread to
the hacienda, and they were firmly convinced that the Agrarian Reform would not
be carried through. They had heard that other haciendas had been returned to
their former patronos, and thought it was merely a matter of time before this
one was taken back. KN

Ll
LR N

(3)  CAMPESINO ORGANIZATION

It is the stated goal of ISTA to foster cooperative farm enterprises based
on active member participation in planning and running the hacienda activities.
There -is talk about "raising the consciousness" (concientizacidn) of the campesino
members, "waking them up", educating them, and bringing them to the point where
they themselves have a hand in the management of the enterprise, understand
how things are being done, and are able to voice their opinions without trepidation.

The campesinos living as colonos on large haciendas have traditionally made
up one of the most submissive, passive and uncrganized segments of Salvadoran
society. Living in a state of semi-servitude, they have never been allowed to
form unions, cooperatives, or groups of any sort. On the estates of a few of
the more benevolent patronos they are supplied with relatively adequate housing,
health facilities and schools; but on most estates they are treated with a steady
diet of neglect. They stay, bound to the patrono, because leaving would simply
place them out among the numerous desplazados, or landless rural poor, that
cluster around the periphery of haciendas throughout tne country. They assi-
duously refrain from behaviour that would displease the patrono - such as de-
manding higher wages, requesting better services, or organizing groups -- be-
cause this would rapidly lead to their expulsion from the estate, or perhaps
even more drastic measures. In the face of such overwhelming pressures, they
have quietly - if resentfully - done whuat they are told to do and submissively
accepted their lot.

Cver the yeavrs, most colonos have had their personalities moulded by the
set of circumstances just described. Many have been born on an estate and,
except for short forays to the outside, the estate constitutes their universe.
During March of this year, when the haciendas were intervened by ISTA and the
army, the colonos were told that the ground rules had suddenly changed: they
were now free men, the farm lands and everything on them were theirs, and
they would henceforth run them in cooperative fashion. Neither this nor any

¥
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other phase of the Agrarian Reform was planned or directed in anyway whatsoever
by the campesinos, a state of affairs contrary to the Agrarian Reform en-
visioned by certain campesino organizations and Agrarian Reform advocates in
the past (see Guerra 197/6:243: Memoria del Primer Congreso Nacional de Reforma
Agraria 1970:121-354). As one ex-colono put it, "All of this simply fell on
us, We didn't ask for it, but here it is". )

It would be unreasonable to expect even a moderate change in colono
(now ex-colono) attitudes and behavior so soon after the intervention of Phase I
farms. Three months into the new arrangement they still refer to themselves
as colonos, although some of the technicians are trying to purge this word from
their vocabulary. They also still conceive of their ties to the hacienda as
those which have traditionally defined colonaje: they are salaried workers,
they must respect the hacienda hierarchy, they have to abide by the same re-
strictions. They find it difficult to voice their opinions, and the idea of
taking an active role in cooperative management and decision making is simply
not part of theii conceptual world. In other words, the colonos have changed
little - if at all -- either behaviorally or psychologically.

This is at least in pari due to the fact that in many cases the
haciendas themselves have changed very little. To keep production from fal-
tering, the ISTA technicians have attempted to make as few modifications as
possible in the administrative and labor structure of the hacienda enterprise.
They have tried to retain as many of the former management and service em-
ployees as pcssible. The colonos are being dispatched on labor assignments
around the farms more or less as had been done in the past. The same hacienda
hierarchy, 'the same rules and restrictions, and the same system of salaries
(for employees) and daily wages (for colonos) have been kept in place with
few modifications. A1l of this was wise, and even necessary, to preserve con-
tinuity in the farm operation and to avoid disastrous disruptions of the pro-
duction cycle. At the same time, however, maintenance of the traditional
structure -- especially on the larger farms -- has left most of the agricultural
laborers with the feeling that aside from a change in patronos, their positicn
within the structure of the hacienda. has in reality remained substantiaily the
same.

With regard to the degree of active participation and understanding of
the new farm enterprises, three classes of people must be kept in mind: the
cooperative leaders, the managerial and service employees, and the large mass
of ordinary members, or socios. §t is further necessary to consider the vari-
ous types of hacienda enterprises, which range all the way from small, rela-
tively traditional operations with few salaried employees (such as Hacienda A)
to large compiex operations with huge bodies of administrative and service
personnei (such as Hacienda D).

On several small, unsophisticated haciendas I visited the cooperative
officers were campesinos who were undifferentiated frct their companions except
by the possession of certain leadership qualities and,or their ability to write
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and keep records. They worked in the fields with everybody else, undoubtedly
shared the same needs and aspirations. and belonged to the same socio-
economic class. On two farms, the administrators, who had been kept on, were
in.c]ose(§3uch with the thoughts of the cooperative leaders and the ordinary
members. Communication among them existed, although the hacienda members
were still without a sense of group consciousness and hesitant to assert them-
selves. On the small farms the cooperative leaders and members had not voiced
many of their concerns - such as higher wages and improved housing, which
topped the list in all haciendas - to the technicians, who were essentially
making all major decisions in collaboration with the administrators and, to a
very limited extent, the cooperative leaders. The campesino members on these
small farms clearl: lack technical knowledge of cooperatives and farm manage-
ment; in the past they have never had an opporturity to carry such responsi-
bilities. In this they will need technical support. At the same time, however,
if the campesino members are given the freedom to develop the farm enterprise
without outside interference, there is tremfagous potential for genuine
democratic, "popular” participation by all.

The large haciendas - like hacienda D - present a very distinct struc-
tural pattern with very different organizational consequences. Social com-
position of these farms is marked by what can be termed a socio-economic class
hierarchy: the wealthy patrono (now the Government in the guise of ISTA), a
"middle class" of permanent salaried employees (administrators, clerks, bock-
keepers, vigilantes, mechanics, and carpenters), and a "lower class" of un-
skilled agricultural laborers. On most of these haciendas thc employees - in
several cases over 100 of them - have been kept on, and the ccoperative leaders
have invariably been selected from their numbers. The cooperative leadership,
then, belongs to a different socio-economic class frem that of the ex-colono
cooperative members, and there is - at least in the cases I saw - very Tittle
two-way communication between them. It was also clear that the employees
were very concerned with protecting their own interests. This, of course, is
understandable. In such an atmosphere of insecurity and fear, everyone is
tPying to hold onto what he now has. All of the major decisions on the haciendas
are made by the ISTA technicians, the administrators, and the cooperative leaders.
THe agricultural laborers have been excluded entirely. Although they have been
gathered together for several "general assemblies”, they have been presented with
1ittle more than general speeches on hew things will work and what benefits
they will receive. There has been virtually no place for discussion or guestions.
Of course, their ingrained timidity also contributes heavily to their reluctance

(1) This was clear from questioning administrators and socios independently.

(2) A good model for the type of cooperative whicn might result is found in
a number of UCS operations around the country. Those that I have seen
are genuine campesino organizations, and very homogenous with regard to
socio-economic class and aspirations.
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ta speak up. The ex-colono members I questioned(]) had no idea of how the

hew cooperative would function, how the money would be handled, or what special
benefits they would lay hands on or when they would be given cut. They con-
tinue seeing themselves as wage laborers. In short, .they are still colonos
trapped at the bottom of the hacienda hierarchy, and they are almost unani-
mously convinced that this situation will not change. )

The large administrative staff of these haciendas already has ex-
perience in running the farm operation, keeping books, and handling money.
They will need little assistance in this regard. But it will be extremely
difficuit to incorporate the masses of agricultural laborers - which in some
cases number 1,000 te 2,000 members (not families) - into the cooperatives as
active participants with opinions that are taken seriously. At present they
are passive and submissive; they are excluded from all planning and decision-
making not only by their ingrained sense of powerlessness and apathy, but also
by a group of people who have taken over the control of the switchboard of
the hacienda. In Hacienda D, I had the impression that the administrative em-
ployees were so concerned with protecting their own status that they cared
1ittle for the miserable living conditions of the ex-colono laborers. If in
fact the ex-colono agricultural laborers are blocked off from participation
in the hacienda enterprise, and their needs and aspirations are not adequately
dealt with, a very dangerous situation could easily develop.

There is, however, at least one example of an hacienda on which the
needs of the laborer-members have been perceived and are being at least par-
tially satisfied. This is occurring on the coastal hacienda, mentioned earlier
in this report, which has a wide variety of crops (plus a zno with African lions
and crocodiles). When the old patrono had controlled things, salt could not
be bought from the farm, aithough it had a huge salt extracting operation; all
of the crops, including bananas, plantains and coconuts, were sold commercially;
and no colonos were allowed to fish in the three lakes stocked with tilapia
or in the wide, mangrove bayou near the coast. This has now changed. A small
tienda de consumo has been built and i$ now offering salt, eggs (from a chicken

(1) I always made an attempt to talk with them alone, away from employees,

~ cooperative leaders and technicians. This was easy, for they could be
found everywhere, working in groups or about the colono settlements. They
were very reluctant to talk about their attitudes toward the hacienda cr-
ganization, their relations with the employees, the former patrono, and
the ISTA technicians. But this was usually the case only during the first
ten or fifteen minutes. After that, they began to loosen up and bit by bit
some of their feelings and concerns came out. On several occasions they
began discussing topics of a rather sensitive nature - such as "popular
‘groups” and the national guard - among themselves, almost as if I hadn't
been there. When I was acccmpanied by ISTA personnel and cooperative
leaders from the larger estates, the ex-colono laborers would say very little

«  unless encouraged by the ISTA officials. g



ANNEX TT.A

Page 35 of 39 -

raising project just begun), beans, bananas, plantains, and so forth - at
approximately half the usual commercial price. Fishing, although regulated,
1s being allowed for the first time, and a wage increase of £0.50 is slated
for this coming month. And the hacienda's carpenters and bricklayers are
being deployed throughout the ex-colono settlements to build and repair houses.
While these measures may be seen as minor - even token - they are of vital im-
portance to the cooperative members; and most important, they are an indica-
tion that the demands of the masses are being heard and acted upon.

But this hacienda, which hasa massive collection of permanent exployees,
differs from Hacienda D in a very significant way. It has an excellent school
with a large staff of teachers who offer courses 1p to the ninth grade. Be-
cause of this school, many of the former colonos know how to read and write,
and the cooperative leadership is composed of a mix of permanent employees and
ex-colono laborers. As one of the technicians told me: "These ponle are
difficult to work with. They are educated and have ideas of their own." It
might be ventured that they are "difficult to work with" because they are not
ignorant, submissive, and without "ideas of their own". This should not be
seen as a problem, but rather as a positive foundation on which to build a
cooperative enterprise that may be able to run itself smoothly and satisfy
the most fundamental needs of its members. If this goal is not achieved, on
the other hand, the haciendas will be nothing more than State-run operations
(1ike most of the pre-Reform ISTA farms) and the root cause of E1 Salvador's
present social economic and political crises will not be eliminated.

(4) PHASE I IMPLEMENTATION AND COLLECTIVE VS. INDIVIDUAL PLOT FARMING

ISTA has followed a general strategic plan with the Phase I haciendas,
but it is clear that the technicians were unprepered to handle many of the
operational details of the project. The circumstances of each hacienda vary
enormously and often must be dealt with on an individual basis; f?w of the
technicians, except for some who had worked on ISTA farms before, ) have had
experience of the sort now demanded; and there was little time to prepare them
for their present tasks. Much of the action on the haciendas has been im-
provised, characterized by stop-gap responses to immediate crises. There has
been a marked lack of courdination at all levels; technicians on one farm are
imposing poulicies that are substantially different from those pushed by
technicians on other farms; occasionally conflicting orders have been given
by technicians working on the same hacienda. There seems to be a general lack
of a coherent plan. Even the improvised responses have been crippled by the
torpid bureaucratic machinery of ISTA and MAG in San Salvador, and the over-
centralized decision-making apparatus. One central cause of the confusion
stems from the apparent - and sometimes real - ambivalence of MAG leadership.

(1) And it should be remembered that there are significant differences
between the old ISTA and its new incarnation.
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The reform laws are being modified as the months pass (note especially Decree 207),
and there are rumors of even more drastic tinkering in the works.

There has been a general policy of organizing the hacienda enterprises accor-
ding to collective principles. As commercial crops such as coffee, sygar cane,
and cotton had formerly been cultivated on haciendas as single, extensive plan-
tations, it was decided to keep them intact and farm them collectively. The ex-
colono members have always worked with these crops in collective fashion (although
as wage laborers rather than as “"owners"), and it seemed best to continue the
practice. The matter of basic grains is somewhat different. Only on a few
haciendas are corn, beans, and sorghum grown on a commercial basis. Where this
practice exists, a collective strategy may be successful. But attempts to
impose group farming on plots of basic grains for family subsistence are meeting
some resistance from the ex-colono hacienda members.

Traditionally, colonos and small farmers generally have shown overwhelming
preference for their own individual plots of basic subsistence crops. They
have seldom, if ever, attempted collective farming with these crops. On the
haciendas, colonos have always striven to lay hands on whatever land they could,
however small, to supplement wages and other benefits with food crops. The
primary reason for this preference is security: if their cash income is
temporarily cut off, at least they will have something on their farm plots to
keep them from other ruination and starvation. This is an especially important
consideration at the present time, for the hacienda members are acutely un-
certain about the course events will take over the coming months. If the
hacienda enterprises are not successful; if credit and inputs do not arrive on
schedule and planting is disrupted; if the already widespread violence inten-
sifies and spreads to become a generalized civil war; if the farms are returned
te their former owners -- at least they will be able to salvage something from
their individual plots.

The ISTA technicians have universally held that all commercial crops will
be farmed collectively; but there has been variation on the way basic subsistence
crops should be grown. Some have promoted the collective approach; <ocme have
established one collective exploitation along with a scattering of individual
plots; others have provided each member with small parcelas dotted about the
farm lands not suitable for commercial crops. In some cases, the individual plots
are given out free of charge; in others they are paid for with a minimal sum,
which is deposited in the cooperative treasury. Few hacienda members I have
talked to wanted to cultivate subsistence crops in groups; those who said they
would try it were doubtful that it would work. The decision to farm these crops
collectively was always made by the technicians, not by the hacienda members.

The matter of whether or not commercial or subsistence crops should be
farmed collectively or by individual farmers should be looked at very closely
over the coming months. It is my opinion that subsistence crops should be
grown largely, if not entirely, on an individual basis because the farmers see
them as a source of securitv in an atmosphere of intense uncertainty. The
organization of commercial crops such as coffee, sugar cane and cotton - as well
as manioc, bananas, plantains, etc., etc. - should probably be maintained as
a collective system for the time being. But at the same time the technicians
should be in close touch with the thoughts of the cooperative members on the
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matter, and be open to difficulties affecting productive efficiency that stem
from the collective approach. It must be stressed that Salvadoran peasants
have virtually no experience with group farming - except as laborers on
haciendas, which is quite distinct from their expected role under the new system.
It may develop that the haciendas will function more efficiently, with less
internal conflict and higher production levels, with a system of individual
farm exploitation backed up by cooperative administration of credit, inputs,
processing, and marketing. The most viable arrangement will undoubtedly differ
from hacienda to hacienda and be determined to some extent by the types of
crops grown. Many variables must be looked at, and it is very difficult to
say-how things wii! look a year from now. It is clear, however, that close
attention must be paid to the reactions of hacienda members, and a flexible
attitude be taken by iSTA and MAG officials at all levels.
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THE MACRO-ECONOMIC SITUATION
TABLE I ,
EL SALVADOR
BALANCE OF PAYMENTS PROJLECTION
1980-81
(Iin Millions of U.S. Dollars)
1979 1980 198l
Optimistic Pessimistic Without With
(Central Bank) Emergency Emergency
Plan Plan
Exports (FOB) 1134 1080 966 832 872
Coffece 685 687~ 606t/ 5104/ 510
' 2/ : 2/ 2/
Cotton . 88 86~ 72= 50— 60
‘ /
Sugar 27 143/ lég/ . 203' 20
Shrimp 12 12 12 ¢ 12 12
4 L.
~ Other (to outside CACHM) 51 49—/ 403/ AOi/ 50
To CACM | 272 2323/ 220% "200/ 220
, vrand/ S/ '
Inports (CIF) ~1040 -1080= -1040~ -1040 -1200
Services - Net - 140 - 180 iﬂlBOé/ - 180 - 180
Transfers ~ Net _ 56 55 B_iéé/ 55 55
Current Account Bzlance 11 - 125 - 199 - 333 - 453
Capital Total (Net) ~ 119 46 39 100 140
7 /
Private . - 192 - 13 anl/ ~ 30~ - 308/
‘ Y 11 1
Official, long-term 49 87 80—/ 80-/ IZO—L/
Banking Sector Non-

Compensatory 33 90 QOLQ/ SOLL/ 5011/
Total Overall Balance ~ 108 - 79 - 160 - 233 - 313
Financed by:

‘ \ Lg12/

Compensatory Loans - 28 38—

‘Decline in International
Rescrves (or Foreign
Exchange gap) i08 41 - 122
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1/ Coffee: For 1980:

Optimistié (rrojection by Central Bank and Instituto Salva-
doreno de Café)

1978/79 Coffee Crop 3.3 million gquintales (1 gquintal = 100 1bs.)
Carry-Over from
prior years - 1.0

P

Total 4.3 million quintaleé

Pessimistic Projection:

1978/79 Crop 2.8 million quintales
Carry-over from
, prior years 1.0
Total 3.8 million quintales

Price: $160 per guintal for both projections

For 1981

Projection is for 3.0 million guintales at an average price

of $170 perAqujnfal. A 15% reductién (below normal) was

assumed owing to reduced application of fertilizer and less
N care, as weli as the cyclical decline in output expected in

1981,

2/ Cgétop: The "Optimistic" projection for 1980 is a Central
Bank estimate. It orojects the export of 1,200,000 guinta-
les at a price of $§71.20 per guintal. For 1981, I projncted
a sharp drop owing to reduced plantings in 1980 relating to
fear and uncertainty resulting from violence and the land

reform program.

3/ The "Optimistic" projection for 1980 is a Central Bank esti-

mate. It assumes cxport of 800,000 quintales at an average
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price of $18 per quintal, For 1981, I assumed .800,000

quintales (1/3 of noxmal) at $25 per quintal,

Mostly manufacturing exports: For. 1980, Central Bank esti-
mate., For 1981, manufactures are projected to continue to
be low or to decline further on the aséumption that the
private sector climate continues to be unfavorabléa

In 1980, imports are projected (by-the Central Bank at
3.8% above the 1979 level in current dollars. This allows
for about a 7-8% decline in real terms, in line with the
‘contracting GDP. il have assumed an even larger decline in
my "Pessimistic" projection.

Central Bank estimate.

Projected by the Cénfral Bank as a residual. The Central

Bank estimated the maximum decline in forcign exchange re-
serves that it would permit =-- about $40 million -- then esti-
mated independently the other items in the balance of pay-
ments, except for the net private capital outflow which waé
obkainéd as a residual. The country's short-term indebtedness
(falling due in 1980) with expected coffce stocks pledged as

collatéral}is estimated as follows:

Outstanding Indebtedness of private
Coffee exporters (as of Dec. 31, 79) U.S5.$ 45.0 million

Outstanding Indebtedness of Coffee
Institute as of Dec. 31, 79
(direct loans and advances) 197.0

Total Debt outstanding with Coffce
Pledged as Collateral - 242.0, million
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'§/ A much lower private capital outflow is projected for 1981 as it is
assumed that most of the advances secured against prior-year coffee
Ccrops were repéid in 1980, and that tight controis make capital export
very difficult. Sfil], allowance must be made for some repayments and
for capital outflow as foreign banks may continue to reduce their

exposure.

-9/ Some $134 million in long-term project assistance has already been
contracted and is available for disburscment in 1980. 1In addition,
some $20 million could be obtained for two larger projects: a
hydroelectiric plant ana a national road building project. Thus, the
Central Bank.fee1s that the $87 million projected for official capital
inflows(in the ”Optimfstic" projection) is a coﬁservative estimate from
the viewpoint of funding avaf]abi]ity. From the standpoint of executing
ability, however, the p[pjection is quite optimistic. The "Peséimistic“'

projection assumes no improvement in project implementation in 1980.

° 10/ These are loans and credits from abroad that are independent of the
country's balance of payments dﬁfficﬁ]ties, i.e., théy‘would have been
obtained even in thevabscnce of the balance of payment problen. |
: They'are composed of the following in 1980:
Special Drawing Rights (IMF) $ 6.0 million
Venezuelan Investment Fund 14.0

Loans being currently negotiated

by the Banco de Fomento Agropecuario



wifh Commercial Banks and the 1DB
Loans from the Central American Bank
for Eeonomic Integration ($20 million
for housing and $10 million for Coffee
rust control)
IMF Trust Fund (gold sales by INF)
Advance deposit with Central Bank of IDB loan to
- Power Company (CEL) |
Total Non-compensatory Inflow

from Banking Sector in 1980

'11/ 2v assumption. There are no data for 1981.

12/ "Compensatory" loans are composed of the following:

Stand-by from IMF, First Tranche
Loan from Central American Monetary

Stabilization Fund

TOTAL

13/ Reﬁidua1 (the "decline in international rescrves”
plus “compensatory loans" are equal to the

overall balance of payments deficit on line 7).
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Table 2
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SUMMARY OF FI1SCAL SITUATION OF CENTRAL GOVERNMENT

Current Revenues
Current Expenditures
Surplus on Current Account

b |

Capital Expenditures*

1978-1980
(IN MILLIONS OF COLONES)

Ditect Investment (Physi.al

and Financial)
Transfers

Prior Year Obligations

Amortization of Public Debt

Total Expenditures (Net of
Amortization)

Overall Deficit*
Financing Required (Net)#**

External

Internal (and change in
Cash Balance)

* Excluding amortization

1980

Actual Actual Actual Original Emergency
1977 1978 1979 Budget Plan
1181.8 1027.0 1215.4 1292.8 1324.8
706.3 782.8 838.2 1123.0 1294 .4
475.5 2442 377.2 169.8 30.4
506.3 341.8 414.8 524.4 _477.8
406.0 119.4 171.8 326.4 381.5
100.3 123.0 131.1 1241 94.1
- 99.4 111.9 73.9 2.2
29.3 33.0 28.8 28.7 .28.7
1212.6 1124.,6 1253.0 1647 .4 1772.2
- 30.8 - 97.6 - 37.6 =354.6 -477.4
52.0 96.7 30.0 143.7 244 .4
- 21,2 .9 7.6 210.9 233.0

*% Nct of amortization payments

Sourcc:
For last column,
version,

For 1977-79 and original 1980 budget, Central Bank,
Emergency Plan for 1980, preliminary
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TABLE 3
TRENDS IN BANK CREDIT, BANK DEPOSITS AND MONEY SUPPLY N
.. DEC. 28, 1979 TO APRIL 4, 1980 '
(In Millions of Colones)
. . Percent
Increase at
Dec. 28, 1979 April 4, 1980 Annual Rate
. : yA
-Total Credit of
Banking System 3,228 3,638 51
9
Total Credit Extended
by Central Bank . 1,561 2,084 134
¢ . .
Deposits of Savings and - ///~f*-\\
Loan Associations 441 352 <;\;: 56 )
Deposits of Commercial
Banks 1,716 1,735 4
Money Supply (Cﬁrrency
plus demand deposits) 1,408 1.531 35
Consumer Price Index .
= 100) 114.8 121.2 22

(Dec. 1978

.Source: Central Bank, Xeporte Monetario Semanal
of Jan. 1, 198C and April 10, 1980



ECONOMIC ANALYSIS TABLES

TAB'E T
BENEFIT COST RATIO FOR THE AGRARIAN REFORM (US $000)

YEARS USAID GOES TOTAL ACTUAL VALUE PRODUCTION PRODUCTTICN PROJECT ACTUAL
COSTS COSTS COSTS COSTS VALUE WITH VALUE WITHOUT  BENEFITS VALUE

PROJECT PROJECT BENEFITS
1980/81 20 10 30 26.10 248.9 239.7 8.2 8.0
1981/82 50 25 75 56.70 233.9 200.0 33.9 25.6
1982/83 50 25 75 43.35 230.4 180.8 49.5 32.6
1983/84 50 25 75 42.90 237.0 168.9 68.1 39.0
1984/85 50 25 75 37.28 245.8 164.5 35.3 42.4
1985/86 24 12 36 15.55 262.2 166.1 96.1 41.5
1986/87 - 12 i2 4.51 275.4 174.5 100.9 37.9
1987/88 - 12 12 3.92 289.1 183.2 105.9 34.6
1988/89 - 12 12 3.41 303.6 192.4 111.2 31.6
1989/90 —— 12 12 2.96 318.7 202.0 116.7 28.8
Present Value's addition (at 15%) 242.68 - - — 322.0

B/C Ratio at 15% equals:

1.33

€ 3o 1 23ed

AR AN A i



TABIE TT ANNEX IT.B.2.

Area and Estimated Production of 106 farmus Page 2 of 3
of Phage 1

Area in Produc. in Value in Quintales per

Hectares Quint. (100 lbs) $ Hectare
Coffee 6,559 165,153 12,096,484 25.2
Sugar cane 6,746 686,205% 8,163,620 101.7
Cotton 6,187 326,950%/ 9,902,576 52.8
Beans 1,405 20,422.5 702,428 14.5
Sorghim 2,105 145,390 1,339,116 69.1
Rice 2,238 212,030 2,036,820 91.1
Corn 8,127 626,065 6,068,430 77.0
Sesame 1,161 35,530 711,790 30.6
Fruit 244 - 301,060 -
Corn-Beans 111 2,300 52,560 -
Corn-Sorghum 239 10, 955 92,866 -
Others 616 - 327,794 -
106 Farms 35,828 $40, 795,544 -
Phase 1/ 81,114 $92,360,299

1/ Tons
2/ Quintales of seedcotton

3/ Projected area and value of production on Phase I
farms from sample o:f 106 farms
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TRATNING Page 1. Igfcﬁ
CENCAP - Phase 1 Training Course Outlines
Technicians

Phase 1 technicians will entail training for 300 ISTA government
technicians (farm managers) in one wecek courses in 4 different areas:

1. Farm management and administrative procedures such as work
plans, payroll regulations, procurement, budgets, etc. required by
ISTA MAG in order to provide the funds.

2. Organizational Development of cooperatives productive enter-
prises, i.e.: creation of a board of directors, managing work sessions
cooperatively drawn work plans, community participation.

3. Accounting and financial requirements, i.e., accounting pro-
cedures, production credits, inventory control, production costs. etc.

4, Agricultural and agroindustrial techniques, such as: fertili-
zation, crop variety, plague control, resource utilization, irrigation,
etc.

CENCAP will utilize trainers from other GOES agencies such as BFA,
ISTA, INSAFOCOOP, ISIC and private consultants or firms to bolster its
own manpower force for carrying out Phase I training activities for
the technicians.

Mid Level Technicians

This training is for 20 to 30 MAC technicians involved in the
agrarian reform. These one-weck training coursces will focus on:

1. ‘Management and administrative skills that would help to
minimize bureaucratic procedures within the Ministry and increase
their planning and organizational capabilitics, e.i., project designs,
etc.

2. Financial analysis and accounting proccdures as well as
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acquisition of funds, cost control, credits, cte.
Promoters

300 promoters from the Community Development Division of ISTA
will participate in one week training courses that will concentrate
in the following areas:

1. Community development

2. Group dynamics

3. Accounting

4. Utilization of inter-sectoral community agencies and services

5. Teaching methodology

6. Literacy - Adult Education

Farmer Leaders - Producers

One week training courses will be specially designed for the leaders
according to their felt needs. Nevertheless, a basic course content
would include:

1. Content and interpretation of the legal aspects of the

agrarian reform decrees.

2. Socio economic effects of these decrees on the rural popula-
tion.

3. Productive units - basis for a successful agrarian reform -

.

4. Motivation for cooperative management

5. Leadership roles

6. Accounting and administrative procedures used in agricultural
enterprises.

7. Commercialization of their products.

8. Agricultural technology appropriaté for their own particular
enterprises.

9. Procedures used for purchase of materials, credits. etc.




ANNEX IT.C.1
Page 3 of 17 R

These courses will be held at 10 rural training centers, fully
equipped to handle 50 participants at any one time.

Campesinos ~ Producers

‘The members of the rural enterprises will be reached through
special courses delivered in the enterprise itself. These courses will
be short term and will deal with relevant actual problems felt by the
participants. To complement these scminar-workshops a set of specific
course contents will be delivered by the mobile units teams. The

latter will encompass:

1. Basic organizational concepts.
2. Cooperative Management
3. Group decision making.

4. Accounting.

5. Development of mutually agreed work plans.
6. Management of human and financial resources.
7. Agricultural techniques.

3. Roles, rights and responsibitities of [STA, MAG and bene-

ficiaries during the period of co—management.



ANNEX II.C.1

Page 4 of 17

FOREIGN OBSERVATION TRAVEL

The distribution of the 26 trips is as follows:

1. CENCAP and ISTA's community and agrarian development trainers will visit
such training installations as Farmlands Training Institute in the U.S.A., SENA
in Columbia and CENCIRA in Peru. Trips to Israel are also contemplated. Each
institution will receive, ten trips.

2. CENTA, and mortgage Bank (ex—Cofinta), property registry and cadaster
officials will visit Costa Rica, the Dominican Republic, the United States,
Taiwan and the Phillipines to study how systems of property registry, titling,
and land mortgage banking work in those countries. CENTA will receive 8 trips
ard each of the others two.

3. Eight foreign observation trips will be for other high~-level GOES
of ficials in relation to the agrarian reform. The Vice-Minister of Agriculture
will determine the participants and itineraries with Mission concurrence.



TECHNICAL ASSISTANCE, TRAINING COMPONENT

INSTITUTION
SPECIALTY No. DURATION 1STA CENCAP cosT
Campesino Organization 1 3 p/m 1 20,000
Educational Administration 1 3 p/m 1 20,000
Administration of Agriculture and
Livestock Enterprises 1 12 p/m 1 30,000
Adult Education Teaching Methodology 1 12 p/m 1 100,000
Research and Evaluation 1 3 p/m 1 20,000
Women in Agricultural Development 1 3 p/m 1 20,000
TOTAL 6 36 p/m 1 5 260,000

adu|
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CENCAP DETAILED BUDGET

Phase I LOAN GRANT TOTAL
CENCAP (1/81 - 12/81)

Operating Expenses

8 Centers
Personnel ($41 each center) 328 - 328
Operating ($19 each center) 152 - 152

6 Mobil Units

Perso,'nel ($19.4 each) 116 - 116
Operating ($10.6 each) 64 - 64
Training Supplies 88 - 88
Supervision, veh. man. & fuel 8 - 8
Misc. 31 31
Sub-total 787 - 787
Investment Costs
Vehicles (15) 148 - 148
Mobile Units (5)
Vans (5 X 12) 60 - 60
Equipment & installation (5X8) 40 - 40
Furniture, Equipment &
Supplies (5 centers) - 135
Refurnish ( 5 centers) 30 - 30
Sub~total 413 - 413
Technical Assistance
Long-Term
Adult Educ. Methods 12 P.M. - 80 80
Short-Term
Ed. Adm. 3 P.M. - 20 20
Research & Eval. 3 P.M. - 20 20
Women in Develop. 3 P.M. - 20 20
Sub~total - 140 140

TOTAL 1200 140 1340
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Yearly Operating Cost of One Mobile Unit

and of One Training Center

Mobile Units _$ 000
Professional Personnel 24 P.M. 16.3
Driver 2.6
Maintenance & Operating Cost 3.0
Teaching Materials 6.7
Insurance & Miscellaneous 1.4

$30.0

Output: 2000 P.W./annum

Center
Professional, 48 P.M. 27.5
Support Staff 12.5
Food 6.1
Maintenance & Operating Cost 7.9
Teaching Materials 4.8
Insurance & Miscellaneous 1.2

$60.0

Output: 2000 P.W./annum
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COST OF REHABILITATION & EQUIPPING OF

FIVE CENCAP TRAINING CENTERS

Rehabilitation

Furniture

Recreational Equipntent
Electric Equipment
Kitchen & Eatin Equipment
Office Supplies

Disponible Property

$000
30.0

32.2

66.1

$ 167.6

$33,500 per center



CENCAP VEHICLES
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UNIT TOTAL
COST COST
a. 5 vans with capacity for 6 people and
audiovisual equipment $12,000 $ 60,000
To be assigned 1 per agricultural
region
b. 3 pick-ups, 1/2 ton diesel - 4
wheel drive 13,000 39,000
To be used for field supervision sup-
porting the administrative offices
that will be doing follow-ups, eva-
luation of the rural training centers
and the mobile units
¢. 5 mini-buses 12,000 60,000
Transportation of technicians and
campesinos to the rural training
centers
d. 5Jeeps 7,000 35,000
Transportation of trainers assigned
to the centers
e. 2 Jeeps 7,000 14,000

For technical assistance consultants
and the research and evaluation unit

$208, 000



l'

3.

4.

EQUIPMENT NEEDS FOR PROMOTION
AND
CAMPESINO ORGANTZATION

Audio-Visuval Equipment

19

19

19

19

19

300
19

300

Movie projectors

Generators

Slide projectors

Overhead projectors
Megaphones

Sound systems

Mimeographs

Blackboards, chalk & erasers
Stabilizers

Graphic Portfolios

Sub~total

Training Materials

300 Teaching Aids

41,000 pamphlets $.80 each

76 boxes of acetates

Sub~total

On-farm made teaching AID's

Other materials & supplies

TOTAL

ANNFX II.C.1
Page 10 of 17

$000

26.6
6.1
3.8
6.1
3.8

10.5
1.9

14.7
1.9
1.8

77.2

12.0



Requiraments:

ANNEX IT.C.1

Page 11 ,f 17

Requirements and Budget for Hacienda

leadership and Pramotor Exchange

and Regional Leader Conferences

40 folding beds , four vehicles with chauffer, one person to

manage and organize the process in the Division of Community and Agrarian Orga-
nization and the appointment of a regional coordinator at each regional ISTA

office;

BUDGET

4 vehicles at ($9000)

Fuel and maintenance (4 x 3600)
4 chauffer/messangers (2800)

1 Program Coordinator

Food for 3800 leaders at 16 regional
conferences at $6.

Food for 234 pramoters at $6. x five
days in regional conference

Other costs

$000

36.0
14.4
11.2

6.2

22.8

7.0

2.4

$100.

e
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ISTA Community and Agrarian Development

Research and Training

Professional Personnel 12 mo. 15 mo.
$ 000

4 Bducators 34.8

2 Sociologists 17.4

4 Econamists 26.1

1 Statistian 8.7

4 Business Admin. 26.1

4 Agronomists 26.1

4 Social Workers 24,8
Sub-Total 164.0 205

Support Personnel

3 Secretaries 15.0
6 Messengers/Drivers 17.0
X Sub~Total 32.0 40

Machinery and Eguipment

6 vehicles 48.0 48
Maintenance and Gasoline ($300/mo.) 21.6 27
Sub~-Total 69.6 75

Office Supplies & Equipment

3 typewriters ($1,200) 3.6 3.6
Calculators 1.6 1.6
Cffice Furniture 3.7 3.7
Materials & Supplies 10.0 12.1
Office Space 1.2 9.0

26.1 30.0

350
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TECHNICAL ASSISTANCE CENCAP

CONSULTANTS SCOPES OF WORK

Educational Administration and Rural Development 6 p/m

- These advisory services should be oriented towards the institution-
alization of the training of rural enterprise administrators, pre-
ferably the youthful sector. Also, towards the creation of training
schools on simplified administration at the campesino level.

- Teaching methods for adult education related to campesino training.

(And implementation of the teacher training unit 12 p/m.)

- The organization of teacher training unit is being provided for within
the structure that CENCAP is adopting in accordance with its insti-
tutional expansion and technical requirements that this expansion
demands. Therefore, the guidance of a specialist will be necessary.
Furthermore, among its policies, the institution has one of seeking
the methodology patterns that would lead to the achievement of

positive results in its training activities.

- 1 Research and Evaluation Specialist 6 p/m

The purpose is to strengthen the Research Division to such extent

that training be based on need surveys ratier than simple demand.

The institutional expansion also demands for the establishment of

an adequate evaluation system.

Tt is deemed necessary to mention that this technical assistance
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package has Been designed so that, in many aspects, it will be com~

piemented with assistance from other donors as PNUD, FAO and BIRF.
— CENCAP has a committee that rationally coordinates the technical

assistance received both to avoid duplication and to assure conti-

nuity and/or re-inforcement of the needy areas.
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International Director for the Project

Duration:

Duties

Expert in

28 months

-Advise CENCAP Direction on general institutional policy,
planning, programming, and monitoring of CENCAP program
implementation.

—-Assist CENCAP Institutional Planning Unit in accomplishing
gpecific tasks such as:

-Participate in the development of training activities for
agricultural technicians and agricultural producers and
workers, and conjugate all actions of the World Bank loan
within the project.

-Conduct and administer the project.

Rural Administration

Duration:

Duties

Expert in

15 months

: -Advise CENCAP Divisions of Campesino Training and Technicians

Training in all aspects related to rural administration.

-Define a methodology for agricultural production planning
at the farm unit level, which conforms with the Salvadoran
reality.

-Design models for training activities on production planning
and farm units management, adapted to public sector tech-

nicians and agricultural producers and workers.

Communication

Duration:

Duties

15 months

: -Advise CENCAP Communication Department on all aspects relat-

ed with communication, establishment, equipping and opera-
tion of CENCAP Communication Department.

-Define appropriate methodologies for the use of massive com-
munication media as a support tool and complement of educa-
tional programs.

—-Carry out training activities for technicians and campes?.~
nos on the use of communication media.



Expert in
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Rural Training

Duration:

Duties

15 months

-Advise the Campesino Training Division in all aspects relat-
ed to planning, implementation and evaluation of all train-
ing activities.

-Determine training needs, methodologies and operating models
for training activities for agricultural producers and work-
ers.

-Carry out training activities for agricultural producers and
workers on social organization topics.

Home Economics Advisor

Duration: 6 months
Duties : ~Analyze the present situation of the academic training
delivered to the teachers of the Home Extension Service and
define the professional profiles.
~Create a model of academic training as a guide on what steps
are to be taken to implement the proposed academic training
model.
Technical Assistance Advisor
Duration: ¢ months
Duties ~Advise the Training Division of CENCAP in every aspect re-=
lated to planning, implementation and evaluation of the in-
service training activities.
-Define methodologies and operation patterns for such train-
ing activities.
Marketing Advisor
Duration: 4 months

Duties :

-Give advisory services to the Training Division for the
CENCAP technicians in every aspect related to planning and
implementation of training activities on agricultural products
marketing.

-Define training activities, methcdologies and functional pat-
terns on agricultural products marketing for professiomals
and technicians of the agricultural and livestock public
sector.
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-In collaboration with the technicians training division and
the CENCAP Communications Division, prepare teaching mate-
rials and bibligraphy in connection with different aspects
of the agriculture and livestock products marketing.
Implement training activities.

Agro-Industry Advisor

Duration: 4 months

Duties : -Define methodologies and functional patterns for training
activities for agriculture and livestock technicians, pro-
ducers and workers on agro-industry use - in small and medium
scale - of agriculture and livestock rav .naterials.

~-Prepare teaching materials and bibliography in connection
with this field.

-Encourage women participation in agro-industry training
activities.

-Carry out training activities on agro-industry at family
level for agriculture and livestock professionals, techni-
cians, producers and workers.
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AGRICULTURAL CREDIT SUPPLY AND DEMAND

A. Credit Demand

The agrarian reform has had « signigicanc impact on the demand for credit
at the farm level:

1. As pointed out in the Agricultural Reform Credit PP with the Phase I
refarm has cane a need to replace former owner working capital and the other
financing resources that he supplied for farm investment for which little or no
institutional credit resources exist. For Phase I same $125 million is required
to meet these neads.

2. The effect of the reform on the credit needs of Phase II farms is
not clear, nor is it as easily quantified as the Phase I demand. It is on Phase
TT farms, those targeted as affected, buc not yet expropriated, that production
i, expected to drop because of owner insecurity about the reform, the fear of
pex sonal violence (the Phase II cwner is much less apt to be absentee than the
Pha. 2 I ex-owner), fear of a repetition of last few years' crop burning, labor
turmil, and mid-agricultural cycle minimum wage increases. Many of these farmers
have iost money in the last few years and have had to roll-over their credit.
Some, urder these circumstances,understandably, are not planting their cotton
ar replanting their part of their cane as they would in normal years. These
factors, then, would tend to contribute downward pressure on their overall credit
demard. On the other hand, as pointed out in the Strategy Statement, strong
incentives, including a 20% larger reserve, exist for those who do plant. Still,
on balance, it is thought that the credit needs of these Phase II farms will
probably be lower than normal.

3. The "tiller" and traditional small and medium farm sector wiil have
higher credit demands this year. Factors underlying this increase are various:
(1) increased costs, (2) negative real interest rates, and (3) high rural un-
employment, which reduce the capability of tillers, most of whom receive a high
percentage of their income in farm labor wages, to self-finance their mostly
subsistence crops.

The Agricultural Development Bank (BFA) is adjusting quickly to the
changing land tenure situation ard the resulting shifts in the credit demand
picture. Table 1 shows the current estimate of credit needs for the traditional
agricultural sub-sector for the 1980-81 crop year is $101.1 million. This
campares to $83.2 million of credit granted in 1979 to the same sub-sector.

The credit demand for the traditional farmers projected in the BFA plan for 1980/
81 appears to be realistic ard is additional to the $125.8 million needed by the
Phase I agrarian refarm farms.

There is not sufficient information available for all crops and com-
modities produced on small farms to determine the full extent of the unfulfilled
credit demand by small farmers. There is, however, sufficient information to
demonstrate that a large portion of the need for basic food crops credit is not
being supplied under the above credit program. Table 2 shows that $25 million
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is the mininum unfulfilled demand only for basic food crops for farms of less
than ten hectares.

It should be noted that the unfulfilled credit demand of $2% million
is only the tip of the iceberg. Many small farmers also produce cotton, coffee,
sugar cane (panela) and livestock. Many also have a need for medium and long-
term credit which is not included in the above estimate. And, as previously
mentioned, a large part of the land recipients under Phase I will regquire credit
financing approximately three times as high as the estimate per hectare used in
the table. In fact, the use of "minimum credit needs" 1/ is one way that the
BFA now under-finances its clients. Ancother is by limiting the amount of hectares
it will finance per client.

B. Credit Supply

BFA's credit demand figures are also credit supply figures in that the
BFA plan is based upon the expected availability of funds from the sources shown
below and is not really a reflection of expected credit demand. The sources are:

Millions of Dollars Percent
Resources of BFA 37.4 37
Central Bank Resources 54 .4 54
External Resources 9.2 9
TOTAL 101.0 100

It should be noted, however, that the bank was projecting a lending level
of $101.0 million for 1980 based on rescurces available and on anticipated credit
needs. This projection has been altered significantly by reduced recuperations
due to: (1) the instability in the countryside which has included burning of
crops, crop theft, abandomment of certain areas by campesinos, and a general sense
of insecurity which results in the holding of liquid assets rather than the re-
payment of loans; (2) a small amount of BFA credit was in special development
programs on same Phase I haciendas, and repayment of these loans will bz deducted
from farmer owner compensation but for the present is frozen; and (3) the BFA had
been counting on a $16.5 million IDB agricultural credit loan which altliocugh
approved has not been authorized or signed because of fifth replenishment delays.
BFA officials have told the Mission that recoveries this year were down 30%,

Similar problems exist in supplying credit to the reform sector. The
camercial banks using Central Bank discount linesare the traditional sources
of financing for these farms, but recuperations have been low due to instability
and the fact that banks have yet to be reimbursed their share of expropriated

owners' compensation.

1/ The amount of "minimum credit need" is about 1/3 of what the Central Bank
allows under its other lines. "Minimum credit" is only cash outlay for inputs.
Wages are not financed.
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At the same time that credit demand has increased, its supply has
contracted. The result is rationing and a credit squeeze. Because of the
subsidized interest rate policy, non-market rationing mechanisms are used.l/

The credit problem cannot be completely solved internally because the
provision of the needed credit by the Central Bank would add too much to in-
flationary pressures. An increase in foreign assistance eammarked to increase
BFA capitalization would best serve the present need and situation.

1/ Although agricultural and especially basic grain's interest rates

are subsidized in El Salvador, so are interest rates in general. Mission of-
fials have discussed this problem with the Ministry of Planning and high-level
BFA officials, all of whom recognized it as a serious problem whic they have
inherited and in which changes were going to be made. One official blamed much
of the capital flight that El Salvador has had over the past several years on
higher external rates and a fixed exchange rate. Guatemala has had a similar
problem. Now that international rates have fallen and strict exchange sontrols
imposed there is less of a drain for these reasons.
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TABLE I
Credit Targets for Agricultural Year
1980/81 for Traditional Fams 1/
oop or Pupose headn GRS D e
(U.S.Dollars)

Corn 94,647 26,766.00 19,753.60 74
Sorghun 44,546 4,790.00 3,064.00 64
Beans 24,150 4,578.00 2,636.80 58
Rice 11,029 6,084.00 2,745.20 45
Vegetables 2,756 1,644.00 718.80 44
Fruits 945 598.00 45.60 8
Cottong 17,646 15,728.00 2,860.00 18
Sugar Cane 5,278 1,900.00 1,285.20 68
Coffee 3,574 3,730.00 1,636.40 44
Natural Resources 331 822.00 99.60 12
Agr. Machinery - 1,748.00 390.40 22
Misc. crops 3,860 1,034.00 387.20 37
Cattle - 10,456.00 3,920.00 37
Other Livestock - 804.00 567.60 71
Pasture and Forage 4,619 1,268.00 478.80 38
Fish - 2,372.00 532.00 22
Rural Development - 11,342.00 2,419.20 21
Other - 5,400.00 415.20 8

TOTALS 213,381 101, 064.00 43,956.00 44

1/ Traditional farms are small and medium farms that are not under the hgrarian
Reform Program except that they do include farms that may be affected by

Decree 207.

SOURCE : Plan Crediticio, 1980, Banco de Fomentc Agropecuario.



CREDIT DEMAND AND AVAILABILITY FOR BASIC FOOD CROPS (N FARMS OF LESS THAN

Table 2

10 HECTARES

CROP Total Area Receiving BFA Receiving No Minimum Credit t Unfilied
Planted Credit 1980 Plan Credit 1980 Plan $/Ha. Damand (Millions §)
Corn 123,311 58,664 64,647 240 15.5
Sorghum 57,050 24,646 32,404 78 2.5
Beans 31,221 10,479 20,741 146 3.0
Rice 8,985 3,065 5,919 474 2.8
Vegetables 3,369 655 2,714 506 1.4
Fruits 674 25 651 662 C.4
TOTALS 224,610 97,534 127,076 — 25.6

1/ Minimm credi: needs are based on BFA experience with small fammers. Basically they represent the cash
Total
production costs allowable by the Central Bank average approximately three times the amounts used here.

cutlay for sexd, fertilizer and pesticides and do not include wages, land preparation, etc.

SOURCE: Working documents, Banco de Famento Agropecuario and USAID/RDO.
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BENEFICIARY BROADENING

Pergonnel & Technical Assistance Requirements and ! “tailed Budgets

OSPA PERSONNEL REQUIREMENIS

(1) Terms of reference of technical personnel for the four field tesms:

Four graduate agricultural econamists with a minimun of three years
experience in planning, organization and administration of agricultural
properties.

Four agronomists with five years experience in administration and
management of xrural properties.

Four livestock specialists with a minimum of five years experience
organizing and managiyjy livestock enterprises.

Four extension agronomists representing ISTA.
Four agronomists representing BFA.

All of the above agricultural technicians must have at least an
ingeniero agrénamo degree.

(2) Terms of reference for the techrnical group to be located in OSPA:

One econanist or ingeniero agrdncomo, with at least five years experience
in the agricultural sector. A substantial portion of this experience must
have been in planring and coordinating the =2ctivities of work groups.

One graduate economist, with at least three years experience in the
agricultural sector in the area of investment projects.

One graduate economist with at least three years experience in the
agricultural sector in the area of programming.

One gradvate agronomist with at least five years experience in the
agricultural sector in the area of crop production.

One graduate animal husbandry technician with at least five years
experience In the agricultural sector in the area of programming and managing
livestock enterprises.

One sociologist, ingeniero agrfnomo equivalent with five years experience
in the area of pramotion, organization and training agriculturists.

Adninistrative: 1 bilingual secretary, 2 secretaries, 1 messenger and
1 chauffeur.
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Technical Assistance Requixements

This activity will require the short texm sexrvices of four highly
qualified agricultural consultants who will make a total of four trips
each to El Salvador during the eighteen months recuired for implementation
and evaluation. Specialties required are:

(1) Agricultural Economist - Organization and Management

The incumbent should have a Masters or PhD degree in Agricul-
tural Econcmics. He should have broad experience in managing field survey
teams as well as crganizing and directing data processing and policy
formulation staffs. Experience in working with Latin American Agricultural
Planning offices at the national level would be helpful. Fluency in
speaking the Spanish language is esegential.

(2) Agricultural Economist - Farm Management

The incumbent should have a Bachelor or Mastev's degree in Agcli-
cultural Econamics. Broad practical experience, howaver, is more inportant
than degre=zs cbtained. This experience should include employment as a
farm manager on two or more U.S. fammne. Overseas experience dealing with
farmers is desirable. Spanish language speaking proficiency is essential.

(3) Agroncmist - Tropical Crops and Soils
This assignment requires a broad guaged practical agriculturist
with extensive field experience preferably in Latin Bmerica. He must be
fluent in Spanish.
(4) Livestock Specialist - Swine and Dairying
The specialist should have a BS or Masters in Animal Husbandry.

At least five years in practical livestock production is desirable. Over-
seas experience would be helpful. He must be fluent in the Spanish language.

Agricultural Economist - Organization and Management

Period Days

4 Trips Movember 1, 1980 toc December 15 30
February 1981 15

April 1981 15

May or June 1981 15

75 workdays



Field Econumist, Agroncmist and Livestock Technician
Pericd Days
4 Trips each November 15, 1980 to December 15 20
Eebruary 1981 15
April 1981 15
May or June 1981 15

65 workdays
65 work days x three technicians 195 days

195 days = 9 person months approximately

SALVADORAN OSPA BUDGET

(1) Technical and Administrative Perscnnel

Four Agricultural Econcmists at $8CO per month for 18 mos. $57,600.=
Four Agroncmists at $800 per month for 18 months 57,600.~
Four Livestock Technicians at $800 per month for 18 mos. 57,600.~
Four ISTA Agronomists at $800 per month for 18 mos. 57,600.~
Four BFA Credit men at $800 per month for 18 mos. 57,600.-
Three Econamists at $920 per month for 18 mos. 49,680.-
One Agronamist at $920 per month for 18 mos. 16.560. ~
One Livestock Technician at $920 per month for 18 mos. 16,560.~
One Sociologist at $920 per month for 18 mos. 16,580.-
One Bilingual Executive Secretary at $360 per ro. for 18 mos. 6,430.-
Two Secretaries at $240 per month for 18 mos. 8,640.-
One Messenger at $160C per month for 18 mos. 2,880,-
On-= Chauffeur at $160 per month for 18 mos. 3,240.-

Sub~Total $ 408,630.-

Aguinaldos 34,300.~-

TOTAL 5 442,9C0.-
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(2) Machinery and Equig.ent

5 four wheel drive diesel vehicles at $12,000 each S 60,000,
Vehicle O & M at $400 per month for 18 months 36,000,
$ 96,000.~

(3) Office Supplies and Equipment

Three electric typewriters at $1,200 each $ 3,600.-
Calculators, desk and pocket for field use) 1,600,
Office furniture 3,700.-
Materials and supplies 10,000, -
Office rent 7,200,
$ 26,100.-

Total ,OSPA $565,000.-

U.S. TECHNICAL ASSISTANCE BUDGET

AGRICULTURAL ECONOMIST - ORGANIZATICN AND MANAGEMENT

65 work days at $160 per day $ 10,4C0,~
DBA Insurance 750.,=
Air fare and excess baggage (4 trips) 2,400,~
Per—diem 90 days x $50/day 4,500,
Medical examination 100.~
Other direct cost 400, -
Overhead 80% of salary 8,320.~

S 26,870.-



FIELD ECONOMIST, AGRONOMIST AND LIVESTOCK TECHNICIAN

195 work days at $160 per day

DBA Insurance

Air fare and excess baggage (4 trips)
Per-diem 273 days at $50

Medical examinations

Other direct cost

Overhead 80% of salaries

TOTAL. ..

ACTIVITY TOTAL

ANNEX 1T.C.3
Page 5 of 5

$ 31,2@-5
3,%9“
9,6@)0"’

13,650.
300.~
1,200.-
24,960.

$ 82,2¢0.

i

$109,130.

$110,000.~

$675,000.

or



DETATLED BUDCGET

TMPLEMENTATION OF DECREE 207

I. Operational Support*
A, Salaries
200 field workers x $360/mo x 5 months
B. Per diem

14 departmental supervisors x $6/day
x 10 days/mo. x 6 mos.

72 agency supervisors x $6/day x 20
days/mo. x 6 mos.

288 field workers x $4.80/day x 20
days/mo. x 5 mos.

C. Transportation

80 vehicles x 6 mo x $300/mo.
Gas: 80 vhecls. x 160 gal/mo.x $2/gal.x
6 mos.

D. Materials
Instruction materials
Forms
Maps
Misc.

II. Documentation Center

A. Comnputer Services

B. ILocal Professional Staff (1 year)
Director

Sr. Programmax
Information Management Spec.

* Operational Support is additional to available GOES resources.
MAG employees will make up 70% of total personnel regquirements.
ponent will finance the remaining 100 field worker positions.

*%* Rounded down.

BNNEX IT.C.4
Page 1 of 5

360,000

192,600

2,520
51,840
138,240
297,600
144,000
153,600
30,000
2,000
10,000

10,000
8,000

150,0C0
100,000
40[7@

30,000
30,000

880,000%*

250,000

CENTA and
This con-



IIT.

A.

B'

C.

D.

E.

Informational Campaigns

ILocal Consulting/Advertising fimm
Radio Spots

Newspaper

Pamphlets

Other

Institution Building

AQ

Reimforesment of Departmental Land
Registry Offices

Establishment of Zonal Agrarian Reform
Cts.

1. 4 Courts equippad x $10,000

2. $6,000/staff/mo.x 4 courts x 6 mos.

Technical Assistance

A.

B.

Tong Term

1. Agrarian Reform Advisor
(1 year x $100,000/year)

2. Systems & Procedures Specialist
(1 year x $100,000/year)

Short Texm

1. Legal Advisor 3 PM x $10,000/mo
SOW* implementing regulations with
respect to titling, land registra-
tion, land payments, compensation,
grievances, rights and obligations

of beneficiaries and ex~landowners,

voluntary land consolidation.

2. Legal Advisor 2 PM x $10,000/mo
SOW: Grievance procedures, design

of structures, function and respon-
sibilities of agrarian reform court

systan.

*

SOW = Scope of Work.

50,000
40,000
20,000
20,000

20,0C)

166,000

184,000

40,000
144,000

200,000

160,000

1G0,CC0

170,200

30,000

20,000

AREX IT.C.4
Page 2 of 5

150,000

350,000

370,000
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58

TOTAL COSTS

Land Titling & Registration Advisor
4 PM x 10,000/mo 40,000

SCW: Design of documentation, pro-
cadures and identify institutional
requirvements of ISTA, COFINTA, Land
Raaiatvy, Cadaster,

Cadagtral Advieor 2 PM x $10,000/mo 20,000

SCW: Msthodology and procedures for
land measureansnt, land valuation, in-
tegration of these procadures Lo
existing cadaster system.

Organizational Managemsnt Spacilalise
6 PM x $10,000/mo. 60,000

SOW: RAdvisory assgistance with resg-
pect to internal orxrganizational
structure function, and resource
requirements of principal institutions
respongible for implementation of
Decree 207 (ISTA, COFINTA, Land
Registry, Cadaster, BFA) Advisory
Services re the institutional system,
e.g. the structure of inter-agency
relationships.
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SCOPE OF WORK
Pogition Title : Agrarian Reforin Advisor
Period : 1 Year
Estimated Cost $100,000

Scopa of Work

The advisor shall advise the Govermment on the design of an implementa-
tion program for Decree 207. He/she shall assist in the preparation of detailed
plans for provisional and final titling, land registration, compensation to ex-
land owners and land payments by beneficiaries. Definition of institutional
responsibilities in the reform process, budgets, work schedules and management
and coordination systems shall be a part of this task.

The advisor shall recomrend a methodology to determine beneficiary amor-
tization schedules for beneficiaries, procedures for collection of land payments,
ex-landlord compensation, disposal of rented lands in excess of the 7 ha. limit and
other procedural and methodological matters.

The advisor shall furthermore, assist in the icdentification of major policy
and program issues that require attention for the reform to realize its intended
goals and full potential. He/she shall advise on the need for operational re-
search and field investigations whose focus has immediate program implications
and will function as team leader.

Fluent Spanish and experience in Latin America is indispensable.
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SCOPE OF WORK
Pogition Title : Systems and Procedures Specialist
Period 3 1 yeax
Estimated Cost : $100,000

Scope of Work :

The advisor shall recammend the design of a data handling and management
system which provides for the efficient and reliable processing of field datz
into end products of land titles, beneficiary lists, ccmpensation lists, bonds,
amortization schedules, etc. Bassd on a systems analysis of the program's data
management requirements, computer specifications and software will be spacified,
alternative systems identified and costed cut. Personnel and other physical
resource requirements shall be identified.

The advisor shall assist with installation of the system selected by the
Government, train key personnel as appropriate and work closely with short term
Organizational Management Consultants to insure that the information processing
and handling systems are pioperly integrated into the overall reform implemen-
tation system and other informational and registry systems kept by the national
cadaster, land registrar, etc.
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INSTITUTTONAL ANALYSIS

1. CENCAP ~ (Natlonal Center of Agricultural Training)

Background: CENCAP is one of four MAG institutions with training res-
ponsibilities in the agricultural sector. CENTA, through its extension program
is responsible for on farm technoloyy training; ENA 1/ provides technical train-
ing for much of MAG's field staff and ISTA provides pramotional and extension
training to the clientele it gerves in the reform sector. CENCAP was established
in 1976 as a result of the reorganization of MAG in which CENTA was relieved of
its agricultural educations functions. From this inception, CENCAP organizatio-
nally was established to work closely with the program of agrarian reform. Because
the GOES's proposed broad sweeping agrarian reform of 1976 did not materialize
CENCAP's program of activity was, from the start, severely restricted. CENCAP
has until recently shown a low level of activity.

Functions : The general objectives of CENCAP's program are to :

a) Work toward the establishment of national policy which orients agricultural

training activities of public and private sector institutions; b) Contribute to
inproved soclo-economic conditions for the rural population through increases

in production and productivity; c¢) Further the self-fulfillment of individuals

and grouns thereby strengthening their ability for self-management of local and

regional development; and d) collaborate in devising technically sound agricul-
tural activities within the country with respect to production and productivity.

Organization : CENCAP has been reorganized in view of its new an@
expanded responsibilities as the principal training and educational institution
of the reform. See Annex II.C.1. for an organizational diagram of CENCAP. As
one of the MAG's seven entities, it carries out policies and programs under the

direction of the Minister of Agriculture.

Resources : CENCAP commenced the year with a budget of $336,000 a
staff of 38 employees, a fleet of 13 vehicles and a program of ?7-courses'to be
presented for 810 campesino leaders and 330 public sector technicians. With the
reiorm came an enormous increase in its responsibilities with only a Woéest
increment in resources. CENCAP has no training centers of its own and in fagt 4
of the 15 facilities it counts as "available" do not even belong-to the pupllc
sector. "Emergency" ESF will finance the restoration and provision of pa51c
equipment for 3 of these centers and staff to man thgm through 19§l. Elve ad-
ditional centers will be restored, equipped and scaffed and 5 mobil units
outfitted with funds from this project.

1/ Escuela Nacional de Agricultura (National Agricultural School) .
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2. BFA - Banco de Fomanto Agropscuirio

a. Backgound

The BFA (Agricultural Davelopment Bank)

Was created in 1973 for the principal purpose of providing credit,
egpscially medium and long-term credit, to emall and medium-gized farmers with
limited resources. The law establighed three divicions of the bank, each with
gaparate capital and accounting. Theee are a Banking Division which functions
like a commercial bank and makes loang to clients with asesets over $40,000; an
Economic Social Development Division which provides loans to emall and medium
farmerg; and Fiduclary Division which administers develcpment funds in trust.

Aditional current background material, ineluding data on tha BFA's
financial pogltion, is presanted in the Institutional and Financial Analysis
gectiong of ths Agrarian Reform Credit Project Papar (Project No. 519-0263) .

b. Functiong:

The BFA functions as the priicipal conduit of agricultural credit
for the GOES. Most of its prior history with small farmer agricultural credit
has been in support of improving living conditions and generating permanent
enployment in rural areas.

In 1979, 1811 "solidarity groups"l/, 12€ ccoperatives and 41 ISTA
groups received loans under this program. These loans reached 29,683 families.
Repayment rates were high for basic grains because most were marketed through
the BFA or the Agricultural Marketing Institute (IRA) and loan payments were
withheld when the crops were sold. The bank experienced varying degrees of
success with loans for other than basic grains.

It is presently proposed to increase the loan approval authority
for agrarian reform credit fram $6000 to $10,000 for agencies and to $30,000
for regional Offices. This will reduce considerably the lead time required for
approval of a large number of loans to the new clients under this project.

c. Organization:

The BFA has a network of 28 bank branches or agencies and 44

1/ This is a group of 3-10 persons who know and trust each other and who
voluntarily join together to seek a group loan and to each individually
and collectively quarantee full loan repayment. Group pressure results in
very high repayment levels.
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ORGANIZATIONAL STRUCTURE OF THE AGRICULTURAL DEVELOPMENT BANK (BFA)
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varehouses for the egale and distribution of agricultural inputs. They have
regcently created four regional offices designed to Improve and increase coordi-
nation with other agriculturally related agencies, to make credlt operations
ore efficient and timely by increasing lending authority neaver the farm level
and to make better use of personnel and other resources. The hank has approxi-
mately 950 employees of which 190 are credit analysts and 200 are agrfnomos same
of whom ave gpecialized in various crops or in key programs of the bank. Some
of theee will ba attached to the regional offices under the new organizational
gtructure.

d. Raeources :

A review of BFA's history and performance record indicates that its
effectivencss 18 wall above the average for similar banks in Central America. It
ghould be noted here that the bank was projecting a lending levzl of $101.0 million
for 1980 based on resources available and on anticipated credir need=. (This
projection has been altered significantly by reduced recuperations in 1979/80).
tts staff has remained basically intact since the recent government changeover.

The principal constraint in the agricultural credit area at present appears to be
+he lack of adegquate credit resources. The problem iz exacerbated by the rising
rost of inputs resulting from the high rate of inflation and unsettled conditions.

The credit problem cannot be completely solved internally because
the provision of the needed credit by the Central Bank would add too much to
inflationary pressures. An increase in foreign assistance eawmarked to increase
BFA capitalization would best sexve the present need and sitvation. It is clear,
however, that the BFA has the institutional structure and the capability to reach
large numbers of small and medium farmers with agricultural credit through group
lending.

3. OSPA (Oficina Sectorial de Planificacifn Agropecuaria)

Background : In 1975 the MAG reorganized the planning functions of the
Zeneral Directorate of Agricultural Economics and Planning and established a new
office, OSPA, to formulate agricultural policy and planning and monitor the sta-
tus of agricultural projects and programs.

Functions : OSPA's responsibilities consist or agricultural sector policy
planning and evaluation. It develops sector policy within the national frameworl:,
advises Ministry decision-makers on policy options; and assesses the effectiveness
of policy and programs in terms of sector gcals. It carries out diagnostic stu-
dies of the sector, assesses the resource requirements of executing the Ministry's
program, coordinate international donor assistance to the sector and participates
in the formulation of new projects and activities.

With respect to the agrarian reform, OSPA has served as the Ministry's
"thinktank", advising on matters of policy, formulating the framework for reform
implementation and assessing progress and performance. It recently has basgun
formulating plans for the implementation of Land-to-the-Tiller.
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Organization : OSPA is the key institution in the Lmplementation of the
Benefleiary Broadening and the Planning activities. The officz has damonstrated
a capability to respond to policy makers' demands vis-a-vis the reform and
concsguantly has steedy acquived more responsibillty and influence. OSPA ig
mada wp of 3 Divisions (Planning, Projects and Budget and Organization) and 2
special wite (International Cooparation and Adninistrative Services). The
office reports directly to the Minister and Subsecretary of Pgriculture.

Regources : OSPA has a staff of 35 professicnale and 22 support staff,
The professional staff Includes 13 economists, 9 agroncmists and business admi-
nistration sneclaligts. Itg 1980 oparating budget i1s $440,000.

05PA will ba strengthaned significantly to ceryy out project related
agslgrnmants., A new Agrarian Raform Plamning Poliey and Evaluation Division will
be created and nurtured with long and short term technical assiscance, and
operational support for local professionai staff and logistical costs. This
assistance is intended to rapidly develop the new division's capability to arti-
culate coherent strategy, monitor reform implementation and avaluate its impact
in terms of broad policy objectives. The creation of a new Division has been
desmad necessary to avoid distracting OSPA fram its other functions and diluting
its ability to execute them. Project resowces programmned to carry out the
Beneficiary Broadening Activity will also be assigned to this new Division which
will direct the field work, perform the analysig and fornmulate recawnendations
on policy issues which constitute the focus of this activity.

4, 1ISTA - Instituto Salvadcrefic de Transformacidn Agraria

&m@gmmd:

ISTA was created in June 1975, but its predecessor agencies have dealt
with the agrarian reform issue since 1932. A conservative hack lash in 1976
emasculated ISTA's expropriation pcwers. Thereafter, ISTA Lought land on the
open market and had a minimal impact on tenure problems.

Functions :

ISTA is the principal agrarian reform implementation institution. It is
responsible for land purchase and expropriation. The ISTA is alsoc charged with
making property valuations, adjudication and allocation of land payments. The
most burdenscme of ISTA's responsibilities involves the provisicnal joint
management of Phase I properties. ISTA is being relieved of its Decree 207
implementation responsibilities.

Organization :

ISTA is one of four MAG semi-autonomous institutions. In the wake cof
the promulgation of the reform and ISTA's new responsibilities, the organization
was campletely restructured. ISTA ncw has 7 manageent units in its central
office and four regional offices which coordinate and manzge services for 3 or

4 departments.
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Regources :

ISTA's original 1980 .wdget for its oxdinary pre-reform functions
was $7.8 million. Subsequent to the veform, a suplemental appropriation of
about $2 million was made, and ISTA received another $1.8 million from ESF. As
of June 30, ISTA had 636 amwloyessg, up from 279 six months earlier. The largest
additions were agricultural technicians (133), prowotevs (114) and edministratilve
staff (43). ISTA enployees assigned to reform gecter haclendas nubar 249.
(Almost equal wwmber of MAG techniciuns were still on detail elthough thedir
members had declinad from 566 to 238) . ESP will incieage ISTA's vehicles from
160 to 260 vehicles.

5. The Mortgage Bank formerly COFINTA (Corporacién FPinanciera de
Tiexras Agricolas)

Background ¢

The legislation creating COFTNTA was enacted in Pebruary, 1979. It
was intended to serve as land Bank and to handle voluntary land sales and their
transfer to beneficiary cooperatives or individvals respectively. COFINTA was
overtsken by the October 15 coup d'etat and never has bzcome tully operational,

Functions :

A new organization, based on the COFINTA legislation will be
established as a mortgage institution; it will be responsible for collecting
land payments from beneficiaries (possibly linked to the BFA and/or conmercial
banking system) and making compensation payments to ex-landowners.

Organization :

The organizational structure of the new institulion remains to be
defined. Approximately $200,000 in technical assistance is budgeted to do this.
Virtually the entire institution will have to be created. Nevertheless, its
financial and physical resources and core staff of 4 professionals do provide
a besis for accelerated institutional development. "COFINTA's" histcry - =swon-
strates that 6 months or more may be spent in passing fram legal to physical
creation of an institution. Thus the "skeletal" organizational status should
facilitate rapid institutional development.

Resources :

COFINTA already has acquired office facilities that are being
renovated to accommodate its new staff and new responsibilities. Although
COFINTA has $8C million in bonding authority, no bonds have been issued. The
$4.5 million granted this year is its only real, available financial resource.



6, CENTA (Centro Necional de Tecnologia Rgropsouaria)

Background
y CENTA was estaolighad in Dacewber 1971 as a sanl-autoncusug agency
of the Ministxy of Agriculture and Livestock. It 18 responsible for ths inte=-
grated fungtdons of agricultural research and extensilon.

anctiong s

Exceopt for coffea, all crop and livestock vessavch ig performed hy
CENTA. 7™ additcion, CENTA ig the primevy egricultural extension entity. It also
is responsible for a esed cevtification progran and engages in goms gesd produc-
tion and distribution as wall.

Organi.zation :

CENTA has thres divisions : regearch, excension and seed production/
commercialization. It's extension staff of 461 emwmloyess work on basic grains
(94), cotton (28), and sugar canz (5) as well ag fruits, vegetables and other
crops (sea Table 1). The extension staff is organized into four regions. Two
thirds of it's approximately 700 positions balong to the extension division,
another quarter is assigned to research and most of the balance is dedicated to
the ssed program.

Resourceas :

CENTA has been selected by the GOES to carry out the imlanentation
of Deciree 207. The reasons are obvious; with 461 exteasion agents and 252
vehicles, CENTA has the lavgest field implementation capacity in the country.
All of the agents and especially those who have been working in the basic grains
program (94) and home education (76) enjoy a familiarity with the campo and an
established stable relationship with large numbers of communities. 7This will
facilitate confidence and cooperation when they set about their new task of Land
-to~-the-Tiller titling. CENTA's 1980 operating budget totals $6.8 million.
Although CENTA is not capable of executing the Decree 207 field inmplementation
by itself it represents the optimal institutional choice among the available
options. Provided with sufficient supplementary resources, CENTA can be expected
to complete the job and strenghthen its traditional functions of extension and
seed distribution as well.



pwgx TE0
Page 12 of 13

CENTA'S GTAFFTNG PATTERN

Division Numbag Distrdbuiion
Regearch 185 27 %
Bxteension 461 66 %
Sezd Technology 25 389
Se=d Certification 20 38
Other 4 1%

Total 695 100 &
EXTENSTON DIVISION'S MANPOWER

Position Numbae Distribution
Extension Suparvisors 22
Agency Chiefs 69
Extension Agents 27 %

Basic Grains 94 20%

Cotton 28 6%

Sugar Cane 5 1%
Homa Education 76 17 %
4=H Agents 25 5%
Secretarie.. 61 13 %
Messengers, etc. 31 7%
Administrative Personnel 50 11 &

Total 46l. 160

i
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ORGANIZACION ESTRUCTURAL DEL CENTRO NACIONAL OE Te CNOLOGIA AGROPECUARIA ~ 1979
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SUMMARY QOST ESTIMATE FOREIGN EXCHANGE AND LOCAL CURRESICY
(U.S. $000)
A.I.D.
LOAN GRANT . GOES TOLAL
FX IC  FX LC FX IC PROJECT
I. Farmmer Organizations & Training
Training — 1,900 560 1,300  ___ _ 3,760
BFA Canpesino Union Credit — 1,750 — 250 —_— _— 2,000 -
Special Cooperative Credit Line —— 4,000 -— —_— — 1,000 3,000
Accounting & Information System 180 210 250 S _ -_ 650
Sub-Total 1%0 %, 860 810 1,550 — 11,410
II. Reform Administration
Beneficiary Broadening 78 487 110 _— — _— ) g?g
Inpletentation of Decree 207 1,630 370 —_ — —_ 2000
Formar Owner Campensation -_— -_ —_ S —— 5,000 5,000
Sub~Total 78 2,117 480 e — 5,C0C0 7,675
ITI. Planning & Evaluation -— 550 200 S -_— —_ 750
Inflation & Contingencies -_— 855 210 S — _— 1,185
TOTAL 268 11,482 1,700 1,350 — 6,000 251,000
) LZE
- *
% et
N e
. b,



F¥ 81

FY 82 INFIATION & TOTAL
GRANT 30 3,010 —_ 210 3,250
10AN 20 3,662 2,113 955 11,750
TOTAL...... 50 11,672 2,113 1,165 15,000

Z 30 g eted

T°d L1
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PHASE I & XX MOOOWMVEING & MORAWIOY gygmmy  Fags iof 2

(0.8, Sﬁi@

__IoEN ST TOTAL

Techinical Asgistance - 250 250
Credit N e J—
Mutevials & Bgulpmont 45 e 45
Administwakdva/Opocational Support 355 zmam 355
Euﬁi.@i@ﬁt Trainidng e e e
TOTAYc e 000 o 400 250 650

___1omM ___ GRANT TOTAL
Technical Assistance 110 110
Credit - - o= —=
Materials & BEquipment - 26 e 26
Administrative/Operational Support - 479 = 479
Vehicles 60 = 60
POTAL e 0 o oo 565 110 675

PHASE I & II TRAINING & CREDIT

(U.8. $000)

. LOAN GRANT TOTAL,
Technical Assistance == 1,860 1,860
Credit 5,750 250 6,000
Materials & Equipment 385 "385
Administrative/Operational Support 1,159 1, i’éé
Participant Training 180
Vehicles 256 256

TOTALooseo 7,650 2,110 9,760
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(U.8, $000)

1ORN GRANT TOTAL,

4 oo 370 370

b t@fi@lﬁ & Boulpaent 70 iz 70
é‘&mistfativ@/@%mmﬂal Support 1,560 e 1,560

- n,, - .
Vehieles e e o
TOTAL . 006 1,630 370 2,000
PLANNING & EVALUATION
(U.8. $600)

LOAN GRANT TOTAL
Technical Assistance 200 200
Credit o e e
Materials & Equipmesnt e e o=
mgtrative/cpJaucml Support 550 550
Participant Training e e .
Vehicles - = e
TOTAL..... 550 200 750





