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P!w,n:c'f AUT;IORIL\.. TIO~1 

Name of Country: El Salvador 

Name of Project: ~.lo.r:;'inal Community Improvel:1ent 

Number of Project: 518-0251 

Number of Loan: S19-~-026 Sl,OOO,OOO 
S19-W-027 54,000,000 

1. PUI'suant to Sections 11)3 and 106 of the fOl'ei::;n !'.s.;;:;t::mc~ \ct of lS:l, [:5 
amended, I hereby authorize the narginnl Community Imnro'J2mo::.-,t project fC.T ~~: 
Salvador (the "Cooperating COllntry") invo1vinr, pl'~r.ned obli=:ations of not to C:', ~ - : 

Ten ~.Tillion United States Dolbrs (~lO,OOO,OOO) in lO[ln funds ("LoGn") ere :'ine ~':!I'-.:':::: 
Fifty Thous;md United States Dollars ($:)30,OCO) in. ~;'r3.nt f- ::,.1" ("C :::", ") c'.'(r [: : ',) 

year period from GJte of Quthoriz','.tion, S!l~j2Ct to tr,:' Jvni1[\-)il;~y of f. .. ' h ~,?('c",' 

with the A.I.D. OYI3/allotment process) to help in fina.ncing forei6Y1 e:" :'.:I:;e [",'1G L::.1 
currency costs for the project. 

2. The project ("Project") will assist the Cooperathg Couiltry to r.~cct k,r:c<; ':tc 
needs for community infrastructu.re, minir.1um shelter and productive o'):-,ortunities for 
the poor and irr.prove the Coo~eratin3" Co . .!!1try's cC'pacity to ['~(h'~; ~")siC' ns('···~ of 
the poor in secondary cities in a comprehensive and coordinnted m:<[l~r. 

3. The Project Agreement, which may be negotiated flnd execut~:G by tr.c ():!::-:-:: 
to whom such authority is delegated in accordance \',ith A.I.D. reeulatio::s nne Dc; :.~:
tions of Authority, shall be subject to the following essential terms and maje>r concitions 
together with such other terms nnd conditions as A.I.D. mfly c',>'::~l G')-;:'O"~;t'2: 

a. Intercst nate and Terms o[ Rerayment 

The Cooperatin~ Country shall repay the Loan to A.J.D. in L1.~. [,o!l~rs .. ~ ~ 1 ,; ~ 

hJenty-five (25) years from the elate of first disbursernent of tl,8 Lo~l.Ji, inch',':.' ,. 
a grace period of not to exceed ten (0) years. Tile Coorcrati .. ..,. COl:~try ::,:: 
pay to A.I.D. in U.S. Dollars interest from the date of fir~t \.:.)~)U;;,el,1L ,t c.

the Loan at the rate of (i) two percent (2~r:,) per annum uuri.-;::; t:1C first t.::;; (! ~~ 
years, and (ij) three percent (3°0) per annum thereafter, on the outst"r. ';'~ 
disbursed balance of the Loan and on any due and unpaid interest Bccruc~ 
thereon. ' 

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

G~~ and services, ey~ept for ocean shipping, financed by A.I.D. tmd<!r the 
Loan shall have their source and origin in eountries included in A.I.D. Ge06raphic 
Code 941, or in countries that are membe~ of the Central American Common 
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Market, except as A.J.D. may otherwise agree in writing. Ocean shi9Ph; fin!lneec 
by A.I.D. under the Loan shall, exec!?t as A.I.D. may otherwise agrc~ in \·;ritin~. 
be finnneed onlv on n-;~ vcssels of the Vnited St'ltcs or of countr:C'5 t1;-:-t 
r.~errbc:l's of tI~c' Ccntr,~(i .\mc:riC.':l CO'Tl'11C'!] ~.":r·:0t. 

Goo.js ,~j'ct ~.~rl.'j~I"', C'\:'0~\t for occ::m s:I::-'l")in~, f::-, nced hy .\.t.D. t.:;1(~-'::' l' :: 

Gl'o.nt ~11"'.1l h; '.''2 t::~il' ',ll:!'ce aflel ori:-;in i:1 tile Cr.i:,'cl :::tl.l.tr:::: "I'i'~ CC,:"lt:':C~ t: .: 
al'C I:-:Cii\!)Cl'S of thc CC>i'tral Amc!"ic31l Ccr.;mon··~ ... ~';ct, E'xcc~t <.!3 .-\.r.T.::'. i: .. 
other';:ise n:;rc3 in \'.'ritjn'~;. Oceo.n shlp;:>ing financQc by A.I.D. u~v~c:' t~'e Cr,':: 
shall, e'\cept as A .. I.D. may othcrl'.'ise agree in writir':5, be financed c:.ly on fl::-:
vessels of the United Stntes. 

d. Conditicn Precedent to First Disbursement for other th,!l.!'l T:::-:;ni~".l :\c:;-
sistance (Lo::~:l) 

Prior to any dis~ursemel1t, or the issuance of any cor.~rr.it"lei1t ::OCW:·.~,~t5 ','1(":' 

the Project A£TCer:lent to finance other than technic'?l 3.ssistance, tl:e Coope!"~til ~. 
Country S11011 furnish to A.I.D., in form Qnc! SUb5t:~I'C'e sati:3C"::to"': to ,\.I.L. 
evidence that a full-time Project Co')rdination C:-.it h:ls bc>cr c: :':,::5>':< r'~~.: 

staffed. 

e. Condition PreceGlJnt to Disbursement for ComJ:1unitv 1?e.sic S<:rvi:-es ,-\ctivi-
ties (Lo:ln) 

Prior to any disbursement, or the issuance of any commitment docu":"ents lJr,r'·-·r 

the Project A£Teement to finance community b2.5ic services 2cL\'itic5, C:2 
Cooperating Country s)wll furnish to A.J.D., in form and SliJst~rce 5:' ti3:'~~tC.':':' 
to A.I.D., evidence that the ~.linistry of I:lterior has made ack:c;ll'.!te }:,c :rc :":'; L. 
providing DIDECO witl) sufficient administrative autl-]ority to efficiently cD.rry 
out the community basic services activities. The evidence shall include a signee 
contract for advisory services to DIDECO in impler.:enting imr:'ov?C ~Jrcr.:'):ir.--:-. 
cash control and internal auditing procedures. 

f. Condition Precedent to Disbursement for Small Enterprise Acth'ities (LO~:'i: 

Prior to any disbursement, or the issuance of any commitment GOC'.lr:--.'C':;ts U:1,'::f 

the Project A~r<:ement to finance small enterprise activitics, the C'oo:)el'~t;r ~ 
Country shall furnish to A.I.D., in form and subst3.r.ce ~ti:;f:jctoI'Y to .\.1. J., ::. 
Project Credit ~.:anual containing detailed lending criteria, procedurc:s, int:~r..,:: 
rate structures and such other information as A.I.D. may requiI'e \':ith re5~c:::t 
to any and all lending institutions participating in the Project. 

g. Covcna:tts 

The Cooperating Country shall covenant that: 

http:s'ubst-r.ce
http:ct:c'.sc
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(I) Only the Central Reserve Bank will act as Administrator of tr.e 
A.I.D. funds mndc aveibble pursuant to tile Proj('ct :-\g-r'8cI':C'nt. 

(2) The Co,'):.1:.i' ,tir.:~ COllntry Lill [J'1Y all b:"'.nl:hl :';~lr:,,:-: tl~ '~.~ C. 
Rcs:l'vC TJ:~r'!: f:'C;J ll'.:1-r:'0jcct r::sourccs, ~;~j CI.,t ~"'.ll h~:::,'· : (I'· 
the Central T:c~e!""e ;3J..:l:~ through lI'i3 of .·\.I.D. funes ,,:ill ~~ l:.;,?j (:1ti·. : .. 

for [)lP')OSCS (If the Project in aceord:1nce liith t1:e prio;:oitk, €~tc.:;:· . 
by tLc Coo;JC'l'iltifl3' Cou:1try. 

(3) Counterpart contributions or other resources I'.'ill be utilizc( tJ 
finance lllnd purchases, if any, and that A.I.D. funds will not be use::! f;:: 
said purposes. 

Administrator 

t.L ;f dIo 
Dater 

I 
v 

1:t 
GC/LAC:JLKessler: . ,{1 date ~I 
LAC/CEN:~·IArnold: I d~te 

iLAC/DR:CPeasley: ~ ~_ date i/J..,IJ', 

LAC/DR:;.IBrown: date 
AAA/LAC:ECoy: \ ,l. date J .1 ... , 
AA/PPC:AShakow: (.JjLdate ~ ~l 
GC:NHolmes: ~~ date::L.tL I ~v 

., ~ I 
It-II 

GC/LAC:DAAdams:ckg:3/25/80:ext:29183 

http:fLc.-e'.ve


JNITCO 5TAT(~ INTL .:ATIONAL 'Ji~C:LOPMENT COOP[AATI~ )AG'tNey 

AGeNCY FOR INTERNATIONAL DEVELOFMI::NT 
WAStHNGTO'~ 0 C 20~23 

T I ! " t I';'.' • I I I ; •• , ',. ~ 

pnOJ~c':c 510-EG-OOeq) 

Provided From: Housin:5 Guaranty Authority 

TO Government of El Snlvador 

For Marginal Community Improvement 

Pursuant to the authority vested in the Adrllinistrator, by the Forei~n Assistance /",ct cf 
1961, [1') arP.cnded (F ';'A). and the delcrrntio'1:> of (':utL(d~:, i~r;ucd th~r21~nd(,1', I I' :(~'~: 
autllo:ize tli':! iSSll(ln2'~ of Gi.H!:'nntic's Pll['Sllflnt to ~:~',io'1 2~;~ of tlie F ,\:\ of I~ot to r'.:,; >: 
nine million five ht:ndr ed thousand dollm's (S~)~;jOO,Oull) in face ar.10t:nt. fu~ r;;:.:',~ I 
activitie:,; [tssu:'in~ a~c.inst los:.,':~s of not to exceed ur,e hl.1l1dred pC,'CGlt (FJD~~,) of J"~l 
investr,wnt and interest) I:itb respect to leans by e]j'~;:)le U.S. illVestC!'s ("1m'!",:., .. ,') 
I:I.cc(:ptn!)lc to A.J.D. made to finance marginal community improvement Pl'oj(~~ts 
(IIProjectl,)in El Salvador. I a~~rove the totallevc::l of not to exceed $15 millio~ in".!.I). 
gUflrur.ty support for the PI'oject. IssuHnce of guaranties for PhRse II of the projcr:!t i.~ tIle 
amount of $5.5 million sl~all be subject to the conditions set forth under p&.ragr~;::l 5, 
below. 

This guaranty shall be subject to the following terms and conditions: 

1. Term of Gll3.r[j~: The loan shall extend for a period of up to thirty yea!'s (30) 
from the date of disbursement and may include a grace period of lip to ten yc:,,;'s 
on repay mont of principal. The guaranty of the loan sh~ll extend for a ['r: r:od 
beginning with the first disbursement of the loan and sha.ll cuntinue unt il S~'Cil 
time as the Investor has been paid in full pUl'suant to the terms of the loan. 

2. Interest I1Ut0: Tile rate of interest payable to the Investor pursuRnt to t:l~ ],:n 
shall not exceed the allowable rate of interest pl'escribed PU;-Stl'tnt to S::::::Uon 
223(f) of the FAA and shall be consistent \';ith rates of interest gellC:',llly 
availabl~ for similar types of loans made in the long term United Stntes cJ;)!thl 
marl<ets. 

3. Government of El Salvador Guarantv: The Government of El Salvador (GOES) 
shall provide for a full faith and credit guaranty indemnifying A.I.D. in United 
States dollars assuring against all losses arising by virtue of A.I.D.'s guaranty to 
the Investor or from non-payment of the guaranty fce. 

IlECDRD CUFf 
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Fee: The fee of the United Sta tes shall be pnyable by Borrower in dollars and 
shall be one-half pel'cent (1/2%) per annum of the outstandjng r,uaranticd fllnOllnt 

of the loan pIlls n fixed amount equal to one percent (}f)6) of the amount of tI!..; 

loan authorized, or any part thel'eof, to be paid as A.I.D. mny deterr:-::ne qc~ 
disbul'selllcnt of HIC 1011n. 

C;ond!ti,·"''; p;,(.(,(,h,'!l.: Ji:';;)[' tl) t: .,i"';WlI1f'(' of ~l' ·"rt: ... ' f..," .,.".,; .. ", .... 
_. ____ •. _. ____ ._. __ _ -. • oJ' _t •••• ) , "-'.1 ." _. \" '" ~ 

II of tL_' 1'" UJ(:I.:L, ,I ,j <: ,I"',lt {,; .'~,J.l.). !fl.:;Y C)·cll / ;.· •. :.::c [. '::' .. ~. the :3--:. .' 
aSSlll'C ('vlol[11ctil)'l of tk: fo]:o,' .. j,.: il fOl'l;' 1.I1J ~.'L::_':::,l;:CC s·,!: ':;!('~r,·ry : . .',,1. .. : 

(0) GOeS hlJS IIc:!i,:".'cd t1~r; oul;:'.!t~ <;r)('cj~krl un~2r tl~e r! '!:'1;", ": f(':' ~)" .. :' :
adivity (ji:';'ll.liJli.":1 SC2()fldat'Y Cities f'l'cJl'am L'll:t; DC\'0:~'~) HUD 1':',: :~~:"'iI. 

(b) IVU has prcpar'cd desi:;lIs for new shelter solutions to be built in seeonc'1!'Y 
cities. 

(c) HUD has completed overall sl~elter needs studies for at least two scco:lcsr:: 
cities. 

(d) HUD has developed shelter sector coordinating and monitoring pro2cc:u"8S. 

(e) IIUD hELS developed minimur.l urbaniz'1.tion standards a:1d site lE,;;al:l£ltio~ 
policies and proccdures for secondary cities. 

(f) GOES has ado[Jtcd a consistent intcl'cst ;nte structL~c for fin~nc~:-,~' 0: nc':: 
shcltct' ~OIUtl(,l1c; una home imZ":'ovcments, This sU'uctw'c s:,oulcl t~ :: ,;;.~j C-. 

UllslI;)sidi<>;cd interest rates, covel' [ill GOES housill3 i!::-:tit:,ILiG!;-; :',~ '·.i;: 
participate in Phase 11 activitiEs, and provide for rate eq~alization oct',',ce;i 
loans in the SS:\'IA and scconcb:'y cities. 

6. Other Terms and Conditions: The guaranty shaU be subjoct to such other terms 
and conditions as A,l.D. may deem necesssl'y. . 

Clearances: r. ~ , 
DS/H:David;\1cVoy ,~ Date":'" ';"~J 
GC/II:~>jG:(jtny 7', (, DlltC---1·t~'.:..'_-:
DS/U:Sonny Low d~l Date' ~/rc-.!JtJ. 
SER/FM/LD:Ernest \ ilSO!)~/.;'''''''·I, Date }'l? 

GC/LAC:Judd Kcssler~_' _ Datc3,br. 
LAC/CEN:Mnrilyn ArMlO- . Date 

--:--
LAC/DR:Robert l\lathill_"-~ Datc...3LhlLf:£... 
LAC/DR:Mal'sh.!lli Brown Date I 

AA/LA C: Edward Coy t'II'; DEl t~ "1-, ~-+l-., -1"'.-.,,-

AA/PPC:Alex Sh'k·a~N7;, Da$e.! :.' 1 
GC:Norman Holmes \ " ate' . ~ 

. \I 

/Administrator 
., . ,., ,,./ /. 

( . ".,. .~ ~" . ,/ 

Date 
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RECOMMENDATIONS AND SUMMARY 

A. RECOMMENDATIONS 

USAID/ES recommends the authorization of the following AID resources 
to finance the project des:::ribed in this Paper: 

$ 10 million Development Loan (DL) 
$950,000 Development Grant (OG) 
$ 15 million Housing Guaranty (HG) 

The Borrower of both the DL and HG funds will be the Government 
of El Salvador acting through the Ministry of Planning. 

B. SUMMARY 

1. The Problem 

Living conditions for the poor majority in El Salvador are 
deplorable. Most cltlzens, in urban and rural areas alike, live in com
munities that are not served by even minimal community basic services,

occupy totally inadequate housing, and have little access to 
assistance in improving their income and general well being. 

Civil disturbances are 'n every day fact of life. These have 
disrupted government activity and have caused a downward spiral in the 
economy with unemployment increasing at an alarming rate. Numerous 
"popular" organizations are clamoring for changes in government policies, 
a redirection of public sector resources towards the poor majority, and 
implementation of long overdue reforms to provide for a more equitable 
distribution of wealth. 

2. The Response 

A new government was recently formed and has promised to give 
immediate attention to the demands of the poor majority. Its program 
includes land reform in both the agricultural spctor and urban areas, 
reform of the financial, banking, export and labor sectors. Despite 
strong opposition from the powerful and well entrenched oligarchy which 
has virtually controlled the country to date, the government appears to 
be making good progress in planning to implement the promised reforms. 
In addition, the GOES has been working hard on developing a series of 
short term, high impact programs designed to alleviate the worst hard
ships faced by the poor majority while it proceeds with more fundamental 
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reforms in orderly fashion over the longer run. In stark contrast to the 
hesitance shown by previous governments in obtaining outside assistance 
to support programs directed at improving conditions for the poor, the 
present government has made an urgent appeal for support. The U.S. Govern 
ment has agreed tl) provide approximately $50 million in economic assistance 
during this fiscal year with the expectation that this aid directly benefit 
the poor and that the GOES continue to make adequate progress in carrying 
out the fundamental reforms it has promised. 

The first part of the assistance package - a $9.75 million 
assistance project for small producers - was signed on February 27. 

The second part of the assistance package - a $15 million Emerg
ency Employment Program - was recently arproved by AID/W. The Marginal Como: 
I~rovement project is the third, and"major, part of the package. 

3. The Project 

The project is a $31.95 million effort to upgrade marginal com-
munities in both urban and rural areas. It will be financed by a $10 

million Development Loan, a $6 million GOES contribution, a $950,000 
Development Grant and $15 million Housing Guaranty Loan. The bulk of 
this assistance, including all the Development Assistance funds, is expected 
disburse within 18 months following obligation of the funds. The pur
pose of the project is to assist the GOES to meet immediate needs for 
basic community infrastructure and services, minimum shelter and produc
tive opportunities for the poor and to improve the government's capacity 
to address the basic needs of the poor in marginal communities in a compre
hensive, coordinated and sector-wide manner. 

a. Overall Project Structure. Reflecting this two-fold pur
pose, the projfct activities will be implemented in two phases. 

Phase I activities will respond to immediate needs for community 
infrastructure. , shelter and productivity opportunities. The~p.. activities 
will benefit approximately 25,000 families in approximately 330 urban and 
rural communities, including some 3f) agrarian reform settlpment~. 

Phase I will also concentrate on initiating work on the 
software of institutional change in the shelter sector - studies, devel
opment of new standards and procedures, strengthening key institutions. 
fhis activity will permit the GOES and AID to respond quickly to a change 
in circumstances which requires or facilitates earlier implementation of 
basic reforms in the shelter sector. 

Phase II calls for projects and assistance which will sup
port GOES efforts to effect basic reforms designed to overcome some 
of the problems and constraints which characterize the shelter sector in 
El Salvador. It will build on the software and experience developed in 
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Phase I and will be preceded by a negotiation (effected through a series 
of conditions precedent to Phase II disbursements) leading to an agreement 
between the GOES and AID on the specific nature of change8 and reforms 
to be carried out in the following areas: 

coordination of shelter vector activities and institu
tions. 

housing finance policies, primarily those regarding 
interest rates 

shelter programs addressing the needs of the poor out
siqe the SSMA. 

b. Phase I - Activities ($23.85 million) 

This phase consists of five activities which will be imple
mented largely in the first eighteen months of the project. The activities 
are: 

Community Basic Services ($8.0 million) 

The Community Infrastructure Division of the Community 
Development Directorate (DIDECO) of the Ministry of the Interior will 
build water systems and drainage improvements, upgrade rural roads and 
town streets, construct bridges and secondary electric distribution sys
tems and make other improvements in approximately 300 marginal communities. 

Some 10,000 poor families are expected to benefit directly from 
this activity, with many more families being henefitted indirectly. The 
cost of these improvements is estimated at $7.5 million ($6 million AID-DL; 
$1. 450 million GOES). Approximately half of this cost consists of wages that 
will be paid to laborers from the benefitting communities. Additional 
costs are $200,000 for technical assistance to DIDECO (financed with AID-
vG funds) and DIDECO's increased administration costs ($350,000,GOES 
financed). Eligible sub-projects are clearly additional to those proposed 
under the Emergency Employment Project. 

Home Improvements ($4.05 million) 

Approximately 5300 loans for home improvements will be 
made to low income families throughout most of the country. The funds 
will be channeled through the quasi-governmental Credit Federation (FEDEC
CREDITO) and the Federation of Credit Unions (FEDECACES). Both of these 
organizations have demonstrated ability to reach the target group. Loans 
will finance improvements such as cement floors; permanent walls and roofs; 
and water sewer and electrical connections. Four million of HG resources 
are programmed for this activity,of which $2 million will be allocated for 
use outside the SSMA in support of Phase II. Minimal technical assistance 
at an estimated cost of $50,000 will be financed with AID-DG funds. 
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New Shelter Solutions ($6.7 million) 

Approximately 2,150 new shelter solutions, consisting 
of sites and services and core housing units, will be built in the San 
Salvador Metropolitan Area (SSMA). The GOES' Housing and Urban Develop
~ent Institute (IVU) and private Savings and Loan Associations (S&L's) 
will be the implementing agencies. This will be the first effort of the 
private S & L's in the low cost housing field. The units will be afford
able by below median income families in the SSMA and ~ill be financed by 
$5.5 mL{llion of HG resources and $1.2 million from the GOES. 

Asrarian Reform Surport ($2.7 million) 

On 3-6-80, the GOES approved a:l agrarian reform law 
under which it will carry out an accelerated program of land redistribution. 
This activity will help newly organized agrarian reform colonies in quickly 
gptting established by providing training and technical and financial 
~ssistance through such GOES institutions as Community Development 
Directorate (DIDECO), Centa , IRA, the Agrarian Transformation Institute 
(ISTA) and the Agricultural Developmept Bank (BFA). Two million of DL resources 
are initially programmed to finance productive activities, community 
infrastructure and improved shelter for approximately 30 agrarian reform 
colonies. Two hundred thousand dollars ($200,000) of DG funds are 
programmed for institutional support. The initial GOES contribution to this 
component is estimated at $500,000. 

Small Enterpri~es ($2.15 million) 

Approximately 6670 'loans wUl be made to individuals 
and productive groups in secondary citi:s and rural areas to finance small 
productive enterprises. The bulk of these enterprises are expected to 
transform agricultural products from their farms into products such as 
rope, hats, canned and pickled foods, chickens, marmalades, candy, and 
cheese. These products have a significantly higher sales price than the 
value of the raw materials. The Agricultural Development Bank (BFA) and 
the Agricultura~ Technology Center (CENT~) will be responsible for 
providing financing and technical assistance, respectively. The Loans will 
be financed with $2 million of AID-DL funds. Technical assistance to BFA/ 
CENTA will be financed with $150,000 of DG funds. 

Planning for Phase II ($250.000t 

Under this activity the GOES will carry out a planning 
process which will enable it to address the shelter problems of secondary 
cities in a coordinated, comprehem;ive manner. Major reforms will be 
needed to facilitate effective GOES action during Phase II. These reforms 
include the rationalization of housing finance polices (notably interest 
rates); establishment of simple procedures to legalize sites in urban areas; 
direction of houLing sector resources, both financial and technica~to 



- v -

benefit low income families; and improved shelter sector coordination. 
Conditions precedent to disbursement have been established to require 
that adequate progress be made in all these areas before proceeding 
with Phase II. DG financed Technical Assistance, at an estimated 
cost of $250,000, will be provided under this activity to~ help the GOES 
plan and implement the needed reforms; improve the institutional capability 
of ~ey agencies that will have a role in Phase II implementation; and 
develop the coordination procedures necessary to e~sure smooth 
implementation of the plans developed. 

This Phase will consist of a mix of community 
infrastructure, housing improvements, site legalizations and new shelter 
solutions carried out in secondary cities in conformity with the plans 
developed under Phase I. The implementatinn of these plans will represent 
the first major GOES attempt to address the shelter sector needs of the low 
income population in secondary cities. The activities are expected to start 
within 12-18 months after the start of Phab~ I a~d take approximately two 
years to complete. Phase II activities will be financed by $5.5 million of 
HG resources and $2.5 milli~n 01 counterpart funds. Some 6,000 families 
are expected to benefit. 

Summary of Outputs and of Expected Project 
Beneficjaries for Shelter Activities (HG funded) 

Cost of Solutions Beneficiaries 
Phase/Activity Range Average Number 

Phase I: 

- Home improvements $ 20 - 800 $ 785 5095 
- New shelter $3,200 -4,000 $ 3,600 21~0 

1/ Phase II: -

- Intrastructure $ 360 - 530 $ 450 2600 
i- New shelter $ 960 -2,200 1,500 1940 

-
Total Beneficiaries: 12,785 

l/ Number of solutions for Phase II is based on an 
illustrative mix of activities. 

Income Percentiles 
SSMA Other Urban 

1 - SO 1 - SO 
15 - SO n/a 

nla 5 - SO 
nla 5 - SO 
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d. EV'ih~ations ($100,000) 

DG fJnds will finance two project evaluations to 
help both the GJES and AID assess the results and impact of the project. 
The evaluations will focus principally on the degree to which planned 
'reforms have been implemented. 

e. Implementation Arrangements 

Flexible implementation arrangements have been deveioped 
to foster speedy implementation. Funds will be channeled through the 
Central Reserve Bank. The Ministry of Planning will approve incremental 
allocation of funds fur those Phese I activities which are implemented 
fastest. Thus, the final use of funds may vary from the planned figures. 
Moreover, additional assistance channels (i.e. institutions not specifically 
identified above) may be opened during implementation to carry out the 
above activities within the general purpose of the project. These additional 
institutions are discussed in the text. Their inclusion in project 
implementation provides additional insurance that disbursement targets will 
be met. 

FINANCIAL SUMY' -:"Y 

A. I D. 

PHASE/ ACTIVITY GOES DL DG HG TOT A L 

A. Phase I: 

1. Community Services 1>800 6,000 200 8,000 

2. Home Improvements 50 4,000 4,050 

3. Shelter Solutions 1,200 5,500 6,700 

4. Agrarian Reform 
Support 500 2,000 200 2,700 

5. Micro-Enterprises 2,000 150 2,150 

6. Planning for 
Phase II 250 250 

Sub-Total 3,500 10,000 850 9,500 23,850 

B. Phase II: 2,500 5,500 8,000 

C. Evaluation 100 100 

TOT A L 6,000 10,000 950 15J OOO 31,950 
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4. Institutional Objectives 

The Project is intended to achieve a series of institutional 
reforms which will benefit AID's target group in El Salvador immediately 
and over the long run. Some of the reforms will be made effective at 
the outset of project implementation. Others will be achieved during 
implementation, 

a. Redirection of Resources to Low Income Families. The GOES, 
through its recently approved agrarian reform and bank sector reform 
measures, has clearly indicated its intention to redirect societal 
resources to lower income families. These efforts will be supported 
and furthered by the project. First, the GOES will initiate a policy 
of payment of minimum wages for labor provided by inhabitants of marginal 
communities who work on public works projects. Up till now, this labor 
has usually been provided voluntarily and at times has been remunerated 
with food. Second, the GOES, through rationalization of interest rates 
and policy directives, is expected to encourage or require major 
shelter sector financial institutions to begin lending to low income 
families. Through its flexible implementation arrangements, the 
project will enable these institutions, notably the Savings and Loan 
System (S&Ls) and the Social Housing Fund (FSV), to gain additional 
resources for this purpose, as quickly as their policies and procedures 
pernit or require thei= participation. The S&Ls will enter the field 
during Ph2se I The FSV is expec ted to enter in Phase II . 

b. 9;;15ion of Shelter Services to Lm." Income Families in 
Secondary Cities, The GOES' principal low income housing developer -
the Housing and Urban Development Institute (IVU) - has to date built 
virtually all of its housing in the San Salvador Metropolitan Area. 
Under this project, lVU \."ill build its first significant projects in 
Secondary Cities and develop its ability to coordinate provision of 
housing and complementary services (water, sewerage, access and 
electricit0in these cities. Moreover, the Vice Ministry of Housing 
and Urban Development, which is responsible for overall shelter sector 
development, will develop the institutional mechanisms (e.g., site 
legalization procedures, lower urbanization standards, prugru~ planning, 
coordination and monitoring procedures) needed to facilitate effective 
delivery of shelter services to low income families in Secondary Cities. 

c. Rationalization of Interest Rates. Most GOES financial 
institutions, including all the housing finance institutions, have been 
operating \lith artificially low interest rates (in effect at negative 
real rates). The result has been the predictable decapitalization of 
most of them. Faced with serious cash shortages, government policy to 
orient resources to programs which benefit the poor, and pressure from 
all major international donors, upward movement in rates has started. 
This trend is evident in the rates that will be charged under this 
project. 
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Under the Small Enterprises Activity, an interest rate of 
15% will be charged by the BFA. This is the first time the BFA will 
charge an interest rate anywhere near this high when using funds obtained 
at concessional rates. In the shelter sector activities, progress is 
evident as well. Under Phase I , IVU plans to charge 10% on shelter solu
tion mortg~ges -- an increase of ove~ 2% frnm thp hi~hest TRtP nrpvinl1~ly 
charged. A C?ndition Precedent to Phase II disbursement requires that 
the GOES adopt a consistent interest rate for financing rf new shelter 
solutigns and home improvements. This is expected CD require major public 
lenders, 'who heretofore have not lent to low income families, to stop sub
sidizing higher income families with the s&vings and forced n.:n'rol' 
deductions of'lo~er-incorne worke~s. 

D. PROJECT ISSUES 

1. GOES Managemenc. The project design includes various implement
ing agencies and will require intense, programmatic direction and manage
ment by the host country, including coordination of other donor support 
in the marginal connnunity sector. Fulfillment of this requirement will 
be a difficult challenge under current political conditions, even more so 
should those conditions worsen. It is assumed that political conditions 
will gradually improve as the new GOES' emergency plan is implemented. 
Project technical assistance is designed to assist the GOES implement 
this part of the emergency plan. 

2. USAID Staffing. The USAID does not currently have sufficient 
staff resources to fully monitor and backstop a project of this magnitude. 
USAID monitorship will need to be active and quick responding (e.g., to 
opportunities for impact with financing for agrarian reform) if project 
objectives are to be achieved. See Section V, Implementation Arrangements, 
regarding the need for additional USAID staff, personal service contractors 
and ROCAP support. 

3. Availability of HIG Resources. It is assumed that the structure 
of interest rates in the U.S. will permit the timely negotiation and 
availability of HIG resources for the project at reasonable terms and 
conditions. 

E. PROJECT DEVELOPMENT TEAM 

USA!D 

Er~c Zallman, 
Donald Mackenzie, 
Francis Conway, 
Roberto Gavidia, 
Marvin Schwartz, 
Jesse Snyder, 
Wayne Nilsestuen, 
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General Engineer 
Program Economist 
General Development Officer 
Agricultural Officer 
Controller 
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I. BACKGROUND 

A. Population and Poverty 

El Salvador ranks among the poorest countries in the Hemis
phere wit~ a per capita income of $447 in 1978.!/ Poverty is extremely 
wide spread :ffecting approximately 68% of the country's 4.5 million 
people. Income distribution is among the most inequitable in the world. 
The pupulation density of 214 (in 1979) per square kilometer is the 
highest in continental Lqtin America - five times the Central American 
average - and has doubled since 1961. Arable land is in short supply 
and the 50% sub-utilization of agricultural labor is the highest in the 
hemisphere. The distribution of farm land is such that the 10% largest 
farms comprise 78% of the agricultural land. while the 50% smallest 
farms contain only 5%. Although the country has steadjly progressed in 
terms of overall economic growth measures over the last 20 years, the 
few benefits trickling down to the poor have been wiped out by a 3.3% 
natural population growth rate. 

Social indicators illustrate the extent of the country's im
poverishment. Three-quarters of Salvadoran children are malnourished 
with one fifth suffering serious malnutrition. Average calorie consump
tion and protein intake nationwide are 82% and 91% of daily requirements 
respectively. In 1978, 65% of the population over ten years was consid
ered illiterate, with the figure reaching more than 70% in some rural 
areas (67% being the national average). Despite significant public infra
structure investment in recent years, as of 1975, 68% of the total popula
tion had no access to running water, 50% lacked adequate sanitary facil
ities, and 55% were without electricity. 

Housing statistics are equally depressing. The last census 
(1971) described 80% of rural housing and 51% of urban housing to be 
"inadequate" to meet basic shelter needs. Since then increased rural/ 
urban migration has exacerbated the situation. A recent W~rld Bank field 
study estimated that 47% of the 1976 San Salvador Metropolitan Area (SS~~) 
population lived in marginal settlements, with the total expected to reach 
54% in 1987 based on current housing construction and inmigration trends. 
The Mission estimates that at least 60% of the population in secondary 
cities and 80% of the rural population live in inadequate housing without 
the benefit of a minimal complement of basic services such as public water 
taps, minimal drainage, electricity, all weather roads and adequate access 
in urban areas. 

!/ In constant 1976 prices. 
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B. The Economy 

1. Structural Overview. GDP growth averaged 6.7% annually 
between 1961 and 1967, slowed to 4.6% annually from 1968 to 1975, reflect
ing the maturing of the Central American Common Market (CACM) and the side 
effects of the "Soccer War" with Honduras, and remained at a 5% rate 
through 1978 largely as a result of high coffee prices. Political turbu
lence caused real GDP to decline by at least 6% in 1979 and there is little 
expectation that positive per capita growth can be resumed over the 
next two to three years given the current situation and population growth 
rate. 

Traditionqlly agriculture has been the key productive sector 
in the Salvadoran economy. Although the value of agricultural output de
clined from 30.8% of GDP in 1960 to 20.7% in 1978, the sector continues to 
provide the livelihood for 60% of tb.epopulation(including indirect employ
ment), earns 65% of foreign exchange revenues, and has played a central 
role in the development of the industrial sector by providing the foreign 
exchange necessary for the purchase of raw materials and machinery. While 
total agricultural output has grown at 3.9% per year, basic grains have 
grown only 2% annually. This reflects both the importance of the major 
export crops -- coffee, sugar and cotton -- and the declining productivity 
of the land of small farmers. Moreover, the combination of rapid popula
tion growth and dualistic agricultural development has led to sharply 
skewed land and rural income distribution patterns and has produced a huge 
rural labor surplus that cannot be absorbed by agriculture. 

The industrial sector increased its share, f GDP from 14.5% 
in 1960 to 20% in 1978. Most of this growth occurred in the sixties in 
response to increased regional demand through the Central American Common 
Market. Future growth in the industrial sector and related employment, 
the political situation notwithstanding, is inhibited by three factors. 
First, the small relative demand of the CACM does not encourage the size 
of manufacturing firm needed to be competitive on the world market. 
Second, the importation of raw materials and capital equipment by pro
tected industries often costs the economy a higher net price than the 
world price. Third, tariff prctection and fiscal incentives have re
sulted in a pattern of industrial development that is capital rather 
than labor intensive. 

With neither the agriculture nor manufacturing sectors 
providing sufficient job opportunities for the rapidly increasing popula
tion, the service sector, specifically its informal subsector, is being 
called upon to db sorb ever increasing numbers of unskilled, low-produc
tivity workers. Between 1961 and 1971 the q3ricultural share of the Econ
omically Active Population (10 years and older) fell from 60.4% to 54.3% 
and the share in manufacturing fell from 17.1% to 12.9%. For the same 
period the tertiary sector share increased from 22,5% to 32.8%. Shares 
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of the Economically Active Population (EAP) in 1978 for agriculture, manu
facturing and services were 40,9%, 19.6% and 39.4% respectively. Open un
employment declined from 11,8% in 1971 to 3.8% in 1978, reflecting the 
absorption of returned workers from Honduras. However, during this same 
interval effective un~mployment (open plus underemployment) rose from 32% 
to 37%, In order to provide jobs at the current rate of growth of the 
EAP, approximately 40,000 jobs per year would be required in addition to 
the roughly 400,000 additional jobs needed to eliminate present unemploy
ment. 

2. Outlook. Official data for 1979 show a minus 1% growth 
with the present level of real economic activity declining at an estimated 
annual rate of 5% to 8%. Real agricultural output expanded by 2% and 
record coffee exports representing 18% of GDP gave major, albeit temporary, 
support to the economy. These gains were offset by a 25% decline in pri
vate investment, 15% in total investment, 5% in consumption and 14% in 
imports, all in constant prices. \.Jithout substantial improvement in the 
political climate within the next several months, this declining trend 
will accelerate in 1980. 

For 1979 inflation was 18%. A reduction in public deposits 
in the financial system forced the Central Bank to maintain the system's 
viability by increasing credit by 50% or $220 million. At the same 
time currency in circulation increased 40%. These factors, added to in
creased minimum wages and the likelihood of deficit spending for imple
menting structural reforms, may lead to a rate of inflation of 20/~ to 30:~ 

despite declining production. 

The employment situation has been seriously exacerbated by 
recent political and social unrest. The decline in private sector activ
ity last year has led to growing unemployment in all sectors. In the 
past year, 12 large factories closed permanently, eliminating apporoxi
mately 4,000 jobs. A quarter of all manufacturing firms and 44% of 
construction firms were reported planning to layoff workers during the 
second half of 1979. A later study in the same year indicated that 
60%, or 45,000 workers, in construction are now out of work at any 
giveu time. 

The reduction in industrial and construction employment has 
occurred primarily in the San Salvador Metropolitan Area where more than 
50% of the country's value-added is located. Since 1978 non-farm employ
ment has decreased by at least 70,000 with the heaviest losses in the 
relatively high-paying construction sector. Adding this to the 20,000 new 
entrants into the non-agricultural job market, open unemployment can be 
estimated to have risen from 53,000 in mid-1978 to approximately 148,000 
in late 1979. These rough estimates indicate a near trebling of open un
employment to 10% in a society that has no unemployment security system. 
Given that underemployment has increased in the period, the Mission estim
ates slightly over half of the Salvadoran work fOt'ce is now either unemployed 
or seriously underemployed and earning incomes far below their needs. More-



- 4 -

over, with a tense political situ~tiQn? continued high levels of violence 
and the difficulty of restoring cQn~idence and therefore reinve~tment 
in place of disinvestment, unemplQrment ia likely tQ increase through~ 
out 1980. 

C, Community Needs 

I, Past GOES Responsiveness. Until recently the public sector 
played a limited develop~ental role in El Salvador, Government expendi
tures as a percent of GDP ranged between 10% and 13% during the 1960's. 
Despite rapid population growth, the GOES-fpstered growth policy achieved 
per capita income increases of 2% per year. Analysis has shown that this 
"trickle-down" approach increased income in absolute terms for all groups 
except the agriculturally based rural poor. 

The 1970's saw the GOES take a much larger role, particularl: 
as regards capital infrastructure investment, with some effort made to meet 
the needs of the poor. Public sector expenditure share of GDP reached 15% 
in 1979. The GOES investment strategy has placed heavy emphasis on the 
development of power, transportation and communications infrastruture. The 
share of public fixed investment rose from 44% in 1979 to 53% in 1977. How
ever, as can be seen in Table 1 the GOES increased its fixed investment 
dramatically in all sectors. 

Infrastructure 

Social Sectors 

Productive Sectors 

Other 

TOTAL 

TABLE 1 

PUBLIC SECTOR FIXED INVESTMENT 
(Million 1970 colones) 

Annual Growth 
1970 1977 1970-1977 

27.6 129.6 24.7% 

18.5 62.4 19.0% 

9.7 47.2 25.4% 

6.8 12.1 8.6% 

62.6 251. 3 22.0% 

Rate 

SOURCE; World Bank, Economic Memorandum on El Salvador, May 7, 1979, 
Report N~ 2287-ES. 
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Education and health, traditionally areas of government 
concern, were given special priority in an attempt to broaden coverage 
to the rural areas and the urban poor. However, there still exist wide 
urban/rural and intra-urban differentials as regards location and 
access to facilities. For example, in 1975, 80% of the nation's doctors 
were located in principal urban centers, 70% in San Salvador alone. 
Similarly, in 1976 there were 60 students per teacher in rural schools 
compared with 40 in urban areas. Despite GOES efforts, both these sec
tors have a long way to go to effectively meet the needs of the urban 
and rural poor. 

2. Shelter Programs. The public sector played a very minor 
role in the provision of housing and related infrastructure until the 
1970's. During the 1960's public and private housing production in 
towns and cities averaged only 2,600 units per year, compare'd wi th an 
annual household formation of 10,000 in urban areas. Initial efforts 
to help marginal dwellers came from the private sector with the creation 
of the non-profit Salvadoran Foundation for Minimal Shelter (FUNDASAL) 
1n 1970. The public Urban Housing Institute (IVU), established in 1950 
to provide housing for low and middle income families, tended to build 
expensive, high-standard houses which, despite lowered costs in the 
1960's, were significantly beyond the reach of lower urban ~ncome groups. 
In the early 1970's this "de facto" middle class emphasis was changed as 
IVU became involved in squatter upgrading projects for lower income 
groups mainly in San Salvador. With recent admicistrative improvements, 
IVU plans to provide 25,000 new and rehabilitated units in the urban 
areas of El Salvador for the 1978-82 period, three-fifths targeted for 
families earning less than $100 per month. 

In response to pressures for more housing on the part of 
industrial and commercial workers, the government established the Social 
Housing Fund (FSV) in 1973. The fund is financed by a 5% contribution 
by employers, a 0.5% payroll tax on the wages of the 150,000 workers 
currently participating, and a GOES capital contribution. However, as 
the FSV only purchases from private developers and resells the units to 
its members, the housing financed through the Fund has been beyond the 
reach of lower income FSV contributors. 

Other government entities involved in the housing sector 
are the National Housing Agency (FNV), Public Employee Pension Fund 
(INPEP) and the Salvadoran Social Security Institute (ISSS). The FNV 
(established with AID support in 1961) is the regulatory agency of the 
savings and loan system, while INPEP and the ISSS have financed units 
directly. None of these agencies has "had real impact on lower income 
groups in either urban or rural areas. 

International donor interest in the shelter sector has 
played a key role in reorientating government housing policies. The IDB 
worked with IVU in the 1960's. The World Bank (IBRD) is close to finish
ing its second urban development program and has initiated the design of 
a third project. The lBRD has concentrated its efforts on sites and serv-
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ices and community upgrading with the initial Urban I loan being executed 
through the private FUNDASAL. Additionally the Urban II and III loans 
have and will place special emphasis on improving public sector housing 
and infrastructure institutions such as lVU, the Ministry of Public Works, 
CAESS (electricity) and ANDA (water) in the provision of shelter and serv
ices for the urban poor in the SSMA and a few selected secondary centers. 

3. The EDURES Study. In an effort to better analyze the prob
lems in the country's major urban centers and develop a workable program 
to alleviate them, the GOES recently carried out the Urban and Regional 
Development Study for El Salvador (EDURES). This three year study was 
initiated and financed py the United Nations Development Programme (UNDP) 
and executed by the World Bank through an American consulting firm. 

EDURES studied in detail the entire urban and regional de
velopment panorama with special emphasis on marginal settlements within 
the San Salvador Metropolitan Area. Final outputs included specific insti
tutional, fiscal, technical, legal and legislative recommendations in such 
key areas as: urban/regional planning and coordination, housing sector 
institutional improvement, SS~~ development guidelines, regional/local 
planning, and the introduction of an urban land tax and user charges for 
public improvements. (See list of documents in LA/DR bulk files). In 
addition, the study designed a special squatter upgrading program for the 
Metropolitan Area with the expectation of improving the conditions for about 
half of the 1m·, income families in the SSMA between 1978-1982. The pro
gram whose cost is estjm~ted at $50 million, would assist 28% of the 
families living in the SS~~. 

The program proposed by EDURES sets out a framework for 
initiating the process of marginal community upgrading. This process 
focuses on simultaneously improving the physical environment and the econ
omic base of communities inhabited largely by poor people through housing 
construction, horne improvement, job creation and small business develop
ment. The study is also serving as the basis for several of the many in
stitutional reforms under consideration by the new government. 

4. pnmet Needs in Marginal Cammunltjes. The 
EDURES study isolated about 200 specific physical areas where the poor 
in San Salvador are concentrated, and called them marginal communities. 
The overwhelming poverty outside San Salvador has lead the Mission to the 
conclusion that if the EDURES criteria and analysis procedure were used, 
the remainder of the country would have to he classified as a series of 
marginal conmunities. 

It is clear that despite San Salvador's attraction as a 
place to live ar.: work, most poor people will, for the rest of this 
century at least, ~ontinue to live in secondary cities and rural areas. 
The~e areas cannot wait for the eventual expansion of the marginal com
mun1ty upgrading approach envisioned by the EDURES study. The GOES is 
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increasingly aware that insularity from the problems in these areas 
neither makes sense in development terms nor constitutes a recipe for 
success in alleviating current social unrest. The GOES is increasingly 
assuming a more activist role in attempting to address the problems but 
past laissez-faire attitudes have not facilitated development of the 
human, financial and institutional resources with which to address these 
problems. This exacerbates the current government's difficulties in 
trying to tackle these problems directly and immediately. 

The backlog of unmet needs in ~~ginal communities 
is expected to be partially alleviat~d though a number of deve~op

ment programs recently initiated by the GOES. Financing from interna
tional agencies is playing a major part in these efforts. AID is assisting 
in school construction and small irrigation systems and IDB is 
financing a regional development program in the Northwest. Agricultural 
and agroindustrial credit for small producers is being expanded rapidly 
with both AID and IDB resources. 

With these and other efforts underway the GOES will 
be able to better address basic human needs in education, health 
and productive opportunities. More needs to be done in all these 
areas, and programs need to be initiated in two more areas - shelter 
and local infrastructure - where little progress has been made to 
date. 

This project seeks to further the efforts at marginal 
community upgrading already initiated by the GOES. It attempts to 
balance immediate concerns for rapidly improving living conditions 
for the poor with longer range concerns of development of an insti
tutional respons~ to their unattended shelter and basic services. 
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II. PROJECT DESCRIPTION 

A. Goal and Purpose 

The Goal of the project is to better the quality of life of the 
poor by improving their physical environment and inc~easing their produc
tivity. Goal achievement will be measured through several indicators. 
The first will be the percentage of marginal communities in El Salvador 
which have minimal basic infrastrpcture, specifi~ally water lines anrl. 
public taps, minimal sanitary sewerage, street access and electric service, 
in place by the end of the project. The country's large slums, secondary cities, 
market towns and rural communities, which have a population range of ap
proximately 2,000 to 150,000 will all be considered marginal communities 
for purposes of measuring goal achieveJl1ent. This specifically includes 
communities affected by agrarian reform. The second indicator - the per
centage of low income families in marginal cOIi.:r>'-!:nities having minimum 
shelter services - more directly measures improve!.'~nt in the physical 
environment of the poor. Minimum shelter services .\\:re defined as indoor 
running water, a concrete or tile floor, permanent w.·.llls and roof, and 
elec trici ty. 

The project's Subgoal will be to direct an increased level 
of GOES and private sector resources to programs which address basic 
needs of the poor for minimum shelter and productive opportunities. 
Achievement of this objective will be evidenced by several indicators. 1/ 
First, the GOES is expected to expand its marginal community improvement
and shelter production programs to reach 10,000 families per year by 
1985. Second, all GOES supported housing institutions are expected to 
develop programs which assist families with below median income. Third, 
the percentage of total housing sector financing, evidenced by the 
number and total amount of loans obtained by the poor for shelter 
purchase and improvement, is expected to increase. And finally, 
increased employment generation programs that benefit marginal community 
residents will be needed to ensure that low income families can better 
meet their basic needs and afford the improved shelter they desire. 

Achievement of the Goal and Subgoal will be possible only if 
the present problem of political instability can be mitigated and con
fidence in the country's future restored. It is clear that the manifold 
problems of historic GOES neglect for poor people, overpopulation, the 
recent downturn in the economy, and other factors may result in further 

1.1 Marginal community i:aprovement as used in this PP refers to a combina
tion of infrastructure improvements, housing improvements and pro
ductive activities that improve the physical environment and the 
economic base of communities whose residents are in large part target 
group members. 
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social disintigraLion, with the only predictable result being further 
impoverishment of the already too poor majority. To avoid this disin
tegration, the GOES knows it yn'Jst rapidly improve conditions for the 
poor, and at the same time plan and implement the long overdue reforms 
that will as quickly as possible, redress the present inequities and 
social injustices. 

The project purpose reflects these twin tasks. The project 
is intended to assist the GOES to meet immediate needs for community 
infrastructure, minimum shelter and productive opportunities for the 
poor and improve GOES capacity to address basic needs of the poor in 
secondary cities in a cc.·mprehensive, coordinated manner. Achievement 
of the first part of the project purpose (meet immediate needs) will 
be evidenced by provision of a higher level of basic infrastructure in 
marginal communities and expanded access to financial and technical 
assistance needed by poor families. The former ~ill be measured by 
the GOES budget for infrastructure in marginal communities, which will 
have increased by 100% over 1979 levels by the end of the project. 
The latter will be measured by the increase in the portfolio (number 
and amount of loans) of financial institutions participating in the 
project for shelter solutions and home improvement loans made to low 
income families. 

Achievement of the second part of the proiect purpose (improved 
GOES capacity to upgrade marginal communities) will be measured by GOES 
implementation of a program for marginal community upgrading and meeting 
overall shelter needs in at least two secondary cities. Up until now, 
virtually all GOES efforts in these areas have been concentrated in the 
capital city. Much of all the capacity of the institutions that playa 
major role in improving marginal communities is concentrated in San 
Salvador. Ongoing and planned urban development programs, which are 
principally financed by the World Bank, portend a continuation of this 
trend. While providing limited additional coverage of unattendtd slums, 
around the SSMA, this project will help the GOES to start turning its 
attention towards the rest of the country where the needs, as indicated 
in the background section, are demonstrably greater. In parallel 
fashion, to provide the basis for sustained GOF~ efforts to help the 
poor throughout the country, the project will ellcourage rationalization 
of the country's housing sector institutional and financial structure 
which now serves the upper classes exclusively, in part at the expense 
of the poor. The rationalization of housing sector policies and 
institutions is essential to permit developrnp.nt of adequate planning, 
capital formation and implementation capability for addressing the 
shelter needs of the poor in the future. 

B. Target Group 

The project is aimed at the approximately 65% of El Salvador's 
population which has neither a decent living environment (due to lack of 
basic community services) nor access to financing for shelter and 
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productive activities on reasonable terms. The income for this group 
ranges from a monthly family income of $0 - $230 for the 50% of the San 
Salvador Metropolitan Area population that fits within this definition; 
$0 - $158 for the 60% living in secondary cities; and $0 - $139 of the 
80% of the rural population that is included in the target group. The 
total number of target group families is approximately 550,000. 

The project's outputs include new minimum shelter solutions, 
h~me improvements and site legalizations, pasic services in marginal 
communities. including those affected by agrarian reform, and initiation 
of proJuctive activities. Different groups will benefit from these 
activities. For the shelter activities, the estimqted 10,400 beneficiaries 
of the project will be among the 68,000 households ip San Salvador who, 
in 1977, had incoTI:2s ranging from $79 to $253/month (5th to 50th per
centile), among the 86,000 households in other urban areas who had 
incomes ranging from $76 to $146/month (15th to 50th percentile) and 
among the 140,000 households in rural areas who had incomes ranging 
from $71 to 90/month (30th to 50th percentile). For the ba ip.fra-
structure activity, the beneficiaries will L~ approximately 10 
families living in marginal communities. Virtually all thosl. ling in 
marginal communities are target group members. For the productive 
enterprise activities, the beneficiaries will be approximately 10,000 
families having incomes below the median of $243 per capita annually in 
El Salvador. 

C. Target Communities. In line with the project's two-fold 
purnn~p, the im~l~mentatinn nf nrnjPct ~ctivitipq h8q heen divided into 
two phases. Phase I activities will be concentrated in approximately 
330 marginal communities - urban and rural - in all areas of El Salvador 
except the Nort~west Region (where an IDB funded project similar to this 
one is being implemented). Some 30 of these marginal communities are 
expected to be agrarian reform settlements, composed of beneficiaries of 
the recently enacted agrarian reform law. 

The Phase I target communities will be selected on the 
basis of two criteria: their interest in improving their living conditions, 
and the degree of poverty of the community. The former will be evidenced 
by a request to the Directorate of Community Development (DIDECO) of the 
Ministry of the Interior for assistance in improving infrastructure, 
housin6 or productive opportunities. The ~1inistry of Planning will 
determine whether the community is a marginal community within the 
context of the project prior to initiation of project activities. 

The assistance provided will respond to demand evident in 
the community for the activities financed under Phase I. Care has been 
taken to ensure ~hat this assistance does not duplicate services and 
assist8.ncl> chc:>nnf>lq i'lln~i'lrtv i'lvai.lahlp throul!h other orograms financed 
by AID, IBID and IDB. (See Figure 1.) 
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. . . -
Phase II activities will be concentrated in approximately 

13 marginal communities in the country's major secondary cities. These 
activities will be less demand responsive and more directed in nature. 
Their implementation requires significant project planning and more com
plete development of an adequate policy base and institutional structure 
throu~h uh.icl-t tlJ nttenc to '::~e o'lerall s'1elter needs of the secondary 
cities. To allow time for necessary reforu~ to bt !mplemented and needed 

.institutional-capahllH1es ·to be developed. Phase 1I is programmed to 
~t~rt.withiq 12-18 months o~ ob~iBation of funds. 

D. Phase I Activ~ties 

1. Community Basic Services ($6 million DL; $1.8 million GOES 
$200ti'.Q..O DG) 

The GOES provides basic services through a variety of 
institutions. Roads and streets, water and sewerage and electricity 
are provided mainly through the Ministry of Public Works (MOP), the 
National Water and Sewer Authority (ANDA) and the institutions which 
comprise the national integrated electric system (CEL, CAESS). They 
will be the principal implementing agencies responsible for implement
ing the recently approved Emergency Employment Project (519-0256). 

These agencies have concentrated their efforts to date 
on completion of national service networks and delivery systems in San 
Salvador and a few major secondary cities. Over the long run, they 
can be expected to slowly extend their service delivery capability 
further into rural areas as GOES efforts to reach the poor are emphasized, 
basic service networks are extended, and government revenues and implemen
tation capacity increase. 

At present, however, the Community Development Directorate 
(DIDECO) of the Ministry of the Interior is the only major GOES organiza
tion capable of simultaneously carrying out numerous, small-scale com-
munity basic services projects both in and outside of San Salvador Metropolitan 
Area (SSMA) and the major secondary cities. 

Under Phase I, DIDECO, using its traditional approach 
will carry out an expanded program to provide community basic services in 

1/ Starting in no more than 4 months. 
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the country's marginal communities. This component of the project will 
be administered through DIDECO's four regional offices located in San 
Miguel, Santa Ana, San Salvador and San Vicente. 

a. Demand for Basic Services in Marginal Communities 

Data included in the background section provide a 
rough basis for estimating the potential demand for basic services. 
Annex G. I j~ncludes detailed data on the demand for basic services. In 
accordance with selection criteria, these basic service sub-projects will 
not duplicate activities planned for AID o~ other donor support. 

h. Eligible Projects 

types of projects: 
DIDECO normally provides assistance in the following 

(1) Construction and upgrading of access roads, 
streets and bridges; 

(2) Water systems (public taps); 

(3) Secondary eleci:ric distribution systems; 

(4) Construction and improvement of school buildings 
and health facilities; 

(5) Home improvements and latrines; and 

(6) Construction and improvement of community 
centers, sports fields, parks and recreation 
facilities. 

Under this project, the first three of the above 
will be eligible for loan financing. The remainder will be carried out 
with counterpart funds. 

c. Criteria for Final Selection of Sub-projects 

The following criteria will be used in selecting 
the projects to be financed with Loan funds: 

The sub-project is eligible in accordance with 
section b., above, or is otherwise demonstrate.d 
to be a basic ncee for the community requesting 
assistance. 
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The total sub-project cost does not exceed $250,000. 

The3ub-project benefits communities where at 
least 80% of the residents are members of the 
target group as defined in this PP. 

Thesub-project is requested by an interest group 
sufficiently broad-based to ensure that it 
reflects community sentiment and priorities. 

The sub-project is not planned for implementation 
by another GOES institution within the two 
years following the date of its approval. 

The property does not include any improvement 
within the recognized boundaries of individual 
property holders (except for easements or 
rights of way required for its completion). 

All rights of way and easements needed for 
the sub-project have been acquired prior to its 
approval. 

Final designs and cost estimates have been 
prepared and clearance obtained, where neces
sary, from other GOES Agencies. 

AID approval of plans, specifications and 
budget has been obtained for all sub-proj ects 
whose estimated cost exceeds SlOO,OOO. 

d. Project Outputs 

DIDECO has prepared a list of sub-projects for which it 
now has requests in hand and designs completed but no funding. It 
believes it could initiate work on these proiects immediatelv and 
complete them in 5 months. The list l/ includes 114 
projects at an estimated cost 0f $915,000. This cost covers materials, 
labor, equipment and transportation. 

DIDECO's program for 1980 (prepared prior to dis
cussion of AID assistance) incllldes 261 projects which would be 
eligible for AID financing in accordance with Section b. above. Their 
total cost is estimated at S2.6 million, which includes $2.3 million 
for labor, materials, equipment and transport, plus an estimated SO.3 
million for other costs directly attributable to the project (e.g. 

-----------.----
1. The list of proj ects is in LA/DR bulk files. 
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construction foremen and supervision). A summary of these projects, by 
type and cost is as follows: 

($000) 

Project ~ Number Av. II Total Cost-

Water systems 29 $3.0 $87 
Drainage 7 2.0 14 
Bridges 22 6.0 132 
Roads 96 9.0 864 
Streets 86 12.0 1,032 
Electric Dist. Systems 21 ...!:.Q. 189 

261 $8.8 $2,318 

Other Direct Costs 00%) 0.9 232 -
Sub-Total 261 9.7 2,550 

Inflation and Contingencies (20%) 2.0 510 -
TOT A L 261 11. 7 $3,060 

DIDECO has not promoted infrastructure sub-projects 
actively over the last 2 years due to lack of funds. It believes that 
with minimal promotion, it would easily generate requests for the full 
amount programmed for this activity. Assuming that the additional sub
projects that are implemented would follow this distribution, approxi
mately 340 sub-projects would be carried out with loan funds. An estimated 
200 additional sub-projects would be carried out with counterpart funds. 
The projects have a labor component of approximately 47%. ~/ An opera
tional ~escription of DIDECO's sub-project development process is included 
in the fechnical Analysis (Annex G.2.) 

e. Strengthening OroECO's Institutional Capacity 

There are several areas where DIOECO's Institution
al Capacity needs strengthening to ensure speedy implementation of the 
project. These include purchasing, cost accounting, cash handling, and 
internal auditing procedures. DIOECO will also need help in training 
of personnel (especially promoters). The training would be aimed at 
orienting new personnel to basic community organization techniques, 
and to acquaint all field persom.el with services (especially credit) 
available from other GOES institutions. It is particularly important 
to achieve success of the small enterprises and home improvements 

11 Calculated from the list of projects now ready for implementation. 

~/ The policy of paying cash wages represents a significant policy 
initiative. Previously, all infrastructure built through DIOECO 
utilized volunteer labor. Food payments would continue when 
appropriate. 
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activities included in this project and other AID financed programs. 
DG financed TA is programmed to assist DIDECO in these areas. The 
estimated cost of this assistance is $200,000. 

f. Activity Budget 

Budget It.~m GOES ($000) TOTAL ---A I D 
DL DG 

Materials, Labor, Equipment 
and Transportation 1,320 5,640 6,960 

Other Direct Costs 130 360 490 

Technical Assistance 
and Training 200 200 

GOES Increased Admin. Costs 350 350 

TOTAL,J) 1,800 6,000 200 8,000 

g. DIDECO Role as Promoter of Other Phase I Activities. 
DIDECO will also play the role of information source on and promoter 
for the Home Improvements and Small Enterprises Activities 
(described below). Its field promoters, ps they organize the communities 
to request assistance and carry out infrastructure projects, will hold 
sessions with community members to advise them of the assistance 
available in these areas. The DIDECO promoters will also assist 
community groups in making contact with c:he re=pective implementing 
agencies and in obtaining credit for wOlchwhile projects. The concen
tratton of the assistance provided on the 300 selected communities 
will be enscred through this mechanism. 

2. Home Improvements ($4 million HG; $50,000 DG) 

At present, the vast majority of target group members 
have little or no access to financing for home improvements on reason
able terms. Tne major resources used in making home improvements are 
earningg, informal (and h:..gh priced) credit sources and discarded (or, 
"found") materials which require time (but little cash) to obtain and 
transport. 

1/ Contingencies and inflation have been distributed to budget items. 

~/ Similar to Municipal Development Institutions in Guatemala (INFORM), 
Honduras (BANMA), Costa Rica (IFAM) and Paraguay (10M). 
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A few GOES and private institutions have initiated limit
ed efforts to provide financing for home improveme~ts'l/The Social 
Housinr, Fund (FSV) has made loans to its contributors - under its 
"Remodeling, Alteraticn and Improvement (RAM)" program. In the North
west region of the c2yntry , IDB is financing home improvement loans 
through FEDECREDITO - . 

Both FEDECREDITO and FEDECACES (Savings and Loan 
Cooperatives) affiliat~s have made a small number of home improvement 
loans with tbeir own lending resources. The total amount of their port
folios now invested in this type of loan is insignificant. 

With additional capital, these agencies could easily expand 
their programR in size and geographical coverage. In addition, there 
are other housing and non-housing financial institutions that could 
provide home improvement loans to the target group, They include: 
Private Savings and Loan Associations (for which the National Housing 
Finance Organization - FNV - is the regulatory agency); the Agricultural 
Development Bank (BFA); and the National Mortgage Bank (BH). This 
Activity is intended to encourage increased lending for home improve
ments among institutions now making such loans and draw as many new 
institutions as possible into this line of lending. The very conser
vative banking practices and subsidized interest rates of most of them 
probably preclude their participation at the outset. However, FEDE
CREDITO, FEDECACES and BFA have indicated a strong interest in expand
ing their activities in this area. 

a. Demand for Home Improve~ent Loans 

During the development cf the recently approved 
Small Producer Development Project (519-0229) a survey of FEDECACES 
members was taken to gauge demand for different types of loans. The 
survey indicated that about 7% of the approximately 9,400 Credit Un17n 
members were interested in obtaining home improvement loans in 1980.
The indicated credit demand was $1.9 million - about 38% of total demand 
by FEDECACES members. Even if only 10% of the non-credit union members 
in the target group desired only 10% of the indicated demand among 
credit union memb~rs, the potential demand would be on the order of 
$15.3 million in 1980. In reality, this conservative calculation will 
be limited by the effective supply (i.e. the ability of financial 

1/ The FSV is financed by payroll taxes from workers (0.5%) and managers 
(5.0%). It finances mortgages only for its contributors. 

2/ FEDECREDITO is a quasi-government small loan organization which has 
36 offices scattered throughout the country. 

3/ See Annex III D of the Small Producer Development PP, 
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institutions to make loans on terms that would allow a reasonable pro
fit, taking risk factors into account). 

b. Eligible Horne Improvements 

Horne improvements financed with HG funds include 
but are not limited to: individual accessways, water and sewer connections, 
latrines, drainage improvements, hard floors, permanent walls and roofs, 
electric connections and permanent interior distribution systems for 
water and electric services. In addition, lot purchases will be 
financed if the buyer is already living on the lot, Improvements not 
eligible for financing are furniture, appliances and household goods 
of any kind. 

Typical costs for eligible improvements are: 

Home ImErovement New Room 

a. Floor $ 88/$176 a. Addition $710/$880 
b. Structure $368/$736 Lot ImErovement 
c. Wall $416/$832 a. Legalization $40/$100 
d. Roof $240/$480 b. Individual Water $30 

c. Sanitary Sewer $20 

These costs are for homes in marginal communities in San Salvador. 
Slightly lower costs are anticipated in secondary cities and rural areas. 
These improvements are affordable by a high percentage of the target 
group. 

c. Eligible Sub-borrowers 

Eligibility for hQmp improvement loans will be 
determined on the basis of income. Median income figures in 1977 were: 
$230 per family monthly in the Sen Salvador Metropolitan Area, $132 in 
other urban areas, and $90 in rural areas. These will be adjusted 
during project implementation to reflect increases (or decreases) 
since 1977. 

1/ Loans will be made to individuals and solidarity 
groups throughout the country, with two specific exceptions. First, 
when a final selection is made of marginal communities in SaIl Salvador 
which will be upgraded under the h'orld Bank Urban Development III (UD III) 
program, residents of these communities will no longer be eligible. It 
is expected that approximately 30 of the 200 marginal communities in 
the SSMA will benefit through the UD III project. Similarly, inhabitants 
of the Northwest region of the country, where IDB financing for horne 
improvements is now available, will not ~e elip,ible for loans under 
this proj ect. 

1/ The GOES and FEDECREDITO have had significant successful experience 
with lending to solidarity groups for productive purposes. This 
project will capitalize on these successful experiences. See Social 
Analysis for Description. 
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d. Implementing Institutions 

Any financial institution that wishes to make loans 
to eligible sub-borrowers on the minimum terms and conditions outlined 
below will be eligible to participate in the project. At the present 
time there are two institutions - FEDECACES and FEDECREDITO - whose 
lending policies meet these conditions (see Annex G.3). Both are ready 
and anxious to participate. These two organizations are quite capable 
of reaching the project's target group. This capability was discussed 
in jetail in the recently approved Small Producer Development Project 
(519-0229). 

FEDECACES and FEDECREDiTO have developed most of 
the lending procedures that are needed in making home improvement loans. 
Some minor modifications will be necessary, They will need to institute 
simple procedures fer verifying cost estimates and certifying that the 
improvements have been completed. Assistance in developing these proce
dures and an internal audit capability for the program, and providing 
technical guidance for the new program to member coops and credit unions 
is included i~ the project costs. RHUDO will arrange for appropriate 
consultants. The Mission bel~eves that the necessary procedures can be 
in place in a few months time. An operational description of this 
activity is included in the Technical Analysis. (Annex G.2.). 

e. Loan Terms and Amounts. 

Loans will be made to individuals and solidarity 
groups

l1
or up to 10 years at an interest rate not less than 15% per 

annum -. The loan repayment period will be determined on the basis of 
borrower repayment capacity. 

The maximum loan amount will be $2,000. lfuere the 
final borrowers are solidarity p,roups the maximum will be the individual 
maximum mUltiplied by the number of group members. No down payment by 
or cash contribution from the borrower will be required. If shares 
purchases or forced savings of any kind are required by the implementing 
institution as a condition for loan approval, these will be financed with 
the borrower's or implementing institution's resources, but not with HG 
funds. 

Guarantees will be established by the partlclpating 
institutions. At present, FEDECACES and FEDECREDITO accept three kinds 

1/ The Mission may agree to a lower rate if the GOES nationalizes the 
banking system and establishes a lower but uniform nationwide rate 
for this type of loan. 
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of guarantees from their borrowers: assets (including land); co-signers; 
and mutual repayment pledges from members of solidarity groups. The 
Mission considers these guarantees reasonable and unlikely to significantly 
restrict target group access to credit. 

f. Activity Outputs and Costs 

Four million dollars of HG funds are programmed for tri.s 
activity. Half will be restricted for use in secondary citi~s. 
Average loan size is expected to be approximately $785. Thus, 5,300 
families will benefit from the first use af the HG funds. This 
translates to an average of about 5 loans per month per retail outlet 
(credit union or caja) and is not expected to cause any significant 
problems for the implementing agencies. 

Tn addition to the lending capital, $50,OCO of DG funds 
are programmed for: (1) a short-term adviser to assist in the activities 
described in Section e. above; and (2) a training course for DIDECO and 
CENTA promoters to improve their effectiveness as outreach agents. 

3. Shelter Solutions ($5.5 million HG; $1.2 million GOES) 

The development of new shelter solutions (e.g. sites and 
services, core tnusing) for lower income families is a relatively 
recent phenom~~on in El Salvad0r. Sin~c the early seventies the 
Salvacioran Foundation for Mj.nimum Housing (FUNDASAL), a private non
profit organization, has been producing simple, low cost solutions 
for families well within AIG's target group. FUNDASAL has received 
donations from a number of church groups and national and international 
agencies. In 1974, it receiv0d a loan from the World Bank and is now 
well advanced in meeting its tal.."get of 8,000 units, all of which are 
located in the SSMA. ':he units cost approximately $2,500, and are 
built by self-help construction techn~que6. 

To date, the other GOES institutions which playa role in the 
shelter sector have not built any such units. Under the planned Urban 
Development III loan, however, the Housing and Urban Development Institute 
(IVU) will carry out its first projects of this type in the SSMA. 
Under the same project, FUNDASAL will expand its efforts to 3 or 4 major 
secondary cities. 

Both FUNDASAL and IVU do their own financing and mortgaging 
at present. The public and private tousing finance agencies in El Salvador 
have, to date, financed houses only for families in the very highest income 
ranges. These institutions, which were idenl;ified in Section 2 above, are 
the BH, FNV and the FSV. A summary of the activitjes and lending policies 
of Shelter Sector Financing h~encies is included in Annex G-4. 
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Neither the BH nor the FSV is interested in undertaking 
low cost housing projects at this time. The S&L associations, in 
desperate need of financial resources to continue operating, have 
agreed (through the FNV) to enter thiR market through the project. 

a. Activity Description 

Two new shelter solution projects will be completed 
during Phase l. They will be built in San Salvador by IVU and the 
Savings Loans Associations. 

i. IVU 

The project selected fer implementation by IVU includes 
1,250 units to be loc~ted on land owned by the Institute on the outskirts 
of the SSMA. The site is already served by adequ&te street access, water 
lines, electricity and bus services. Two types of solutions will be de
veloped: 750 sites and services units; which will cost the purchasers 
approximately $2,000; and 500 core housing units which will cost about 
$4,000. A five or ten percent down-payment will be required. Financing 
to the purchasers is planned to be made through 20 year mortgage loans 
at an interest rate of 10% per annum. This housing is expected to be 
affordable by families in the 10th to the 50th decile in the SSMA, which 
in income terms is $85 to $253 per month. 

IVU will contract for design of the solutions and 
construction plans and specifications. Construction will also be contracted. 
Design and bidding are estimated to take no more than 4 months with con
struction expected to be completed within 18 months of the date of contract 
signature. Selection of purchasers will be made by IVU which will also 
originate the HG. financeable mortgages. 

ii. Savings and Loans Associations 

The FNV plans to develop some 900 solutions costing 
approximately $4,000 using part of 3000 existing lots that have been ur
banized with interim financing from the S&L associ.ations. These lots were 
urbanized in the expectation that there would be long terre financing for 
houses available, and they could be quickly developed for low income 
housing. 

b. Demand for Shelter Solutions 

An EDURES analysis of effective demand and past production 
for new housing is presented is Annex G.5. Results in the SSMA show that 
of the 31,000 new households demanding housing in the 1978-82 period 22,000 
or 71% will be low-income households. The percentage rises to 81% when 
the existing demand for housing improvement, which would be attended under 
the EDURES rehabilitation program is included. This project coupled with 
other planned efforts will reach less than 50% of this demand. 
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c. Eligible 5ubborrowers and Repayment Terms 

Both the 5&L's and IVU will be able to lend to families 
below the median ($253/month) who do not own a house at this time. The 
S&L's will lend at 13% over 20 years. The S&L loans will be insured by 
the FNV as .l further incentive to the associations to participate in the 
project. I'~ will lend at 10% ~ver 25 years. 

d. Alternative Subprojects 

Should it not be possible to proceed with the sites described 
above for any reason, IVU has other plots of land in the SSMA that could be 
used for minimum shelter solutions. The same process discussed above could 
be used for quickly planqing and constructing shelter solutions on these 
lands. 

e. Activity Implementation 

lVU will select one of its experienced project managers to 
be responsible for this activity. As most of its professional staff is 
working on the World Bank project, lVU will hire (on a short term basis) 
additional technical and administrative personnel as needed to complete 
the project. This staff will be responsible for contracting design work, 
monitoring contractor performance, contracting a construction firm, super
vising construction of the solutions, and ensuring that the finished 
solutions are quickly sold and inhabited. 

f. Activity Outp~ts and Costs 

Five and a half million dollars of HG funds and $1.2 million 
from the GOES have been programmc= for financing the shelter solutions. 
The purchaser downpayments (estimated at $350,000) will be considered as 
project counterpart contributions. 

4. Agrarian Reform Support($2.7Million Dollars) 

The GOES has just approved a far reaching agrarian reform law 
which provides for GOES purchase,acquisitiun and expropriation of agri
cultural land and its distribution to landless and near landless campesinos 
and groups of smaLl farmers. The Salvadoran Institute for Agrarian Trans
formation (ISTA) is charged wi~h administering the land reform program. 
The Mission expects the fir3t land awards to be made within the next two 
months. 
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The history of agrarian reform efforts in other Latin American 
countries has shown that redistributing land does not always lead to 
improva::l income and living conditions for campesinos. Often they are 
worse off at the outset, as the patron-client relation is broken and not 
replaced by a complement of new services (e.g. credit, TA) which enables 
them to take advantage of their new productive opportunities. 

In carrying out the land reform program, the GOES will be faced 
with the responsibility of providing a range of services to current and 
new communities directly affected by the reform law. These concentrations 
of rural inhabitants form part of EI Salvador's marginal c0nununi ties. 
These communities will face the same kinds of problems improving th~ir 
productivity and living conditions that they faced prior to the agrarian 
reform. 

Consistent with the Project's overall emphasis on improving phy
sical services, shelter and procuctive opportunities in marginal communities, 
the Mission proposes this component to provide assistance to agrarian reform com
munities, provide initial and urgently needed support to help the agrarian 
reform program get started, and serve as the initial effort and the basis for 
what the Mission expects will be a new large AID assisted agrarian support 
program. 

a. Activity Description 

As lands are turned over to campesino groups, ISTA, 
DIDEeO, and the Agricultural Development Bank (BFA) will analyze the 
resources and needs of each productive unit. A farm investment and operat
ing plan will be drawn up. The plan will cover management, financial and 
technical assistance needs of the unit as well as needs for community 
infrastructure and shelter. Based on this pIal., aS8istance programs for 
some 30 settlements will be prepared for financing with project resources. 

As the type of production, eocial and economic organization 
of the prodllctive unit and potential productivity of the settlements will 
vary greatl'7, it is impossible to predict the exact nature and amount of 
assistance lhat eactl will need. However, it is e!l}ected that the funds 
would be used for agricultural production credit,~ools, equipment, fixed 
on-farm investment, water systems for residential and productive purposes, 
shel ter C0'.1struct ion/improvement, and other community services --

ba sicany tp.e same kinds of assistance financed through the ot:·lE:.!" activities 
of this project. 

Implementation will be carried out in the same way as the 
other Phase I activities. Infrastructure improvements (e.g., access roads, 
water systems) will be provided to the communities through DIDECO. Shelter 
improvements including utility connections will be financed through 

liThe Mission expects t~ obtain other funds that could be used for production 
~redit. These may become available through a planned $5 million ESF-financed 
program or a subsequent DL/DG prog~o~ in support of the agrarian reform. If 
and when these other funds become available, the funds under this project 
would no longer be used for that purpose. 
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FEDECCREDITO and FEDECACESJand production assistance through BFA. 
ISTA will play a key role in defining the assistance 
needed by t~ese settlements and coordinating the inputs of the other 
inplementing agencies. As the direction of the program becomes 
clear, the implementing agencies may be changed. 

b. Outputs and Costs 

TIle activity's major output will be the upgrading 
of approximately 30 agrarian reform communities. An investment 
level of approximately $1,000 per family is estimated, based on 
experjence with similar programs in other countries. It is expected 
that an average of 65 families will be benefitted in each settlement. 
Thus, approximately $2.0 million will be needed to pegin. An Agrarian Reform 
Support Fund is envisioned in the BFA to channel these resources 
to the colonies. 

Several GOES supporting institutions will need 
substantial assistance in developing their capability to plan aud 
supervise implementation of the farm investment plans and community 
improvements.. Among other things, farm mar.agers will have to be 
trained quickly to avoid the need for GOES officials to wind up 
acting as de facto managers. Thus $500,000 of loan and $200,000 of 
grant funds are programmed for a special agrarian reform support 
office in ISTA. These funds will be used for start up costs, training 
of farm managers and other purposes consistent with establishing a 
support system for the agrarian reform colonies. 

c. Detailed Activity Description 

A detailed description of this activity, including 
analyses, is included in Annex G.6. 

5. Small Enterprises ($2 million DLj $150.000 DG) 

The GOES is greatly concerned about increasing production at all 
levels. Approximately 23% of the national budget for 1980 goes to programs 
which directly or indirectly stimulate production in the private sector. 
Most of the benefits of GOES support to date have gone to modern sector 
operations. However, over the last five years, with assistance from all 
of the major donors, several programs which support small and micro-bus
inesses have been started. Preliminary evaluations of these programs 
indicate that most of the small enterprises supported with credit through 
GOES institutions have been successf~l and loan repayment experience has 
been good. 
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OnJoing and planned programs to expand credit and technical 
assistance to small businesses include: 

An IDB supported community development project in the 
Northwest Zone of the country, which includes $5 million 
for credit channeled through FEDECCREDITO/DIDECO for 
small agroindustries , home improvements and agricultural 
production loans. 

A loJor1d Bank financed demonstration program in the San 
Salvador Metropolitan Area through which $5 million was 
made available to small businesses through FEDECCREDITO/ 
PRIDE CO , 

A recently authorized AID program for support of small 
producers through which $9. 75 million will be channeled 
to small farmers and small businesses through FEDECACES 
(outside sSMA) and FEDECCREDITO (in eastern and northeastern 
departments only). These funds will be used for pro~essin~. 
small business loans in secondary cities, market to~~s 
and rural communities. 

Following on its first SSMA loan the World Bank is planning 
an additional $6-$8 million line of credit for small busi
nesses in the San Salvador Metropolitan Area and 8 secondary 
cities through FEDECCREDITO. 

These programs in total have made approximately $19.750 million 
available now through FEDECCREDITO/FEDECACES. However, many communities 
are not served by these institutions and there are gaps in their service 
delivery network because some of the financing is restricted to specific 
areas of the country. 

To provide broader coverage and better utilize existing institu
tional capacity, the GOES has asked AID to consider channeling additional 
credit for small businesses through the Agricu1turql Development Bank 
(Banco de Fomento Agr1cola - BFA). The Bank appears to have applicable 
experience in this type of lending on a small sca1e.!/ While it hasn't 
lent for small productive activities per se, it has a high degree of 
experience through its existing programs in making small loans to 

1/ IDB has just approved a $16.5 million loan to BFA which includes $2 
million for credit for Agro-industries. However, the loans are much 
larger than those that will be provided under this project. BFA will 
establish a ceiling for loan amounts financed with AID funds. The 
bulk of AID funds are exPected to ge disbursed before IDB funds start 
flowin,'I_ .(estimate starting date Jan •. 198.1). 
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campesinos, both to individuals and groups. About 13% of its crop loan 
portfolio is currently to campesino solidarity groups for basic grains 
production. This assistance is benefitting approximately 15,500 families 
at present. 

Small farmers in El Salvador are plagued by the problems of the 
serious lack of income generating activities which will complement their 
productive agricultural periods. The great majority of these people do 
not own the land. They work and live in small subdivision~ called Cantones 
(similar to a U.S. township). They normally have a small house and lot 
where they live, with a garden and chicken cooo.They could easily generate 
additional income through productive activities carried on at home. Many 
farmers are forced to leave the farm to seek salaried jobs during the off
season with varying success. Even when they are producing a crop they 
are often highly underemployed and could be generating additional income. 

Women have very few opportunities to assist in generating income 
for the family although their non-renumerated contributions to the family 
are of major importance. 

The 15,500 beneficiaries of the basic grains project are squarely 
in this situation and provide an excellent base group for initiating this 
loan. The credit, promotion, supervision, technical assistance, anc col
lection apparatus is firmly in place and has been operational for four 
years. For these reasons, this loan will be run through the BFA/CENTA/ 
DIDECO "basic grains" network, the only change ... eing to use CENTA more 
than DIDECO for promotion. The BFA lending policies that apply to hasic 
grains and other loans are included on Annex G-7. 

The provision of this new credit line will make it possih1e for 
many of these same people as well as new clients to start or improve small 
income generating actlvltles. Most of these activities are expected to 
involve transformation or processing of primary products or raw materia1s 
from their farms or the surrounding area into finished or semi-finished 
products. This will have the effect of increasing on-farm productivity 
and income while smoothing out the peaks and valleys of income frequency 
for rural families who depend on agricultural production for their survival. 

As it gains experience with this type of lending, BFA will move 
increasingly from its established solidarity group clients towards indi
viduals and groups that are "new" clients foi." the Bank. The speed with 
which this will be done depends, in part, on how successful its initial 
efforts prove to be. 
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a. Illustrative Projects 

Two general types of projects will be financed: Those which 
basically transform campesino agricultural products into highpr value 
commodities and small service operations. Examples of the former include: 
fiber produced from hemp; hats woven from palm found in the area; raw brown 
sugar produced from cane; marmelades and candv oroduced from locally grown 
fruits and other products; canned goods and pickles using locally produced 
fruit~ and vegetables; honey; chickens and eggs; and cheese. 

These are activities which require a small initial invest
ment, a low level of technical orientation, and in certain cases low level 
trainif'.g in s.lnitation measures. While these are essential to the ultimate 
success cf t.1EI income activity. BFA and CENTA both have the credit and 
technical assi.stance machinery in place cmd have the technological back
up from ENA a!ld other organizations if needed. Demand for these products, 
with possitly the exception of brown sugar, appears to be high. Before 
a loan is made, however, BFA credit agents will be expected to do a 
simple feasibility analysis on the viability of the project. 

The small service operations will include activities such as: 
sewing and tailoring; tortilla and pupusa production; bread baking; hand
crafts; and small stores. The skills to run these operations are largely 
known to campesinos. 

Land purchases, crup production, consumer items and re
financing of previous BFA, FEDECCREDITO, FEDECACES or other formal bank 
loans will not be financed with loan funds. Up to 30% of first loans may 
be used to refinance informal muney market loans. 

b. Loan Amounts and Terms 

Loans of up to $800 will be made for investment and working 
capital. ~lere the borrowers are grupos solidarios, the maximum will be 
the individual maximum multiplied by the number of grouT' members, but in 
no case more than $4,000. Repayment periods of up to 5 years will be alloHed. 
Working capital loans will be repaid within one year. Repayment schedules 
will be based on expected frequency of income and business reinvestment 
requirements. Interest charged will not be less than FEDECACES and 
FEDECCREDITO are charging for similar loans. This rate is currently 15%. 

c. Eligible Borrowers. 

Both individuals and solidarity groups, having no more than 
$4,000 in assets per individual (including land) will be eligible borrowers. 
Solidarity groups may take out a loan for one project under which each num .. 
ber assumes an equal share of the loan. Individuals will be required to 
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present traditional guarantees such as crops: tangible assets or co-signers. 
Projects in the San Salvador Metropolitan Area will not be eligible. No 
other special conditions are needed. The small maximum loan size and near 
commercial rates are considered sufficient guarantees that only target . 
group members will be interested in applying for the loans. 

d. Demand for Loans 

During development of the Small Producer Development Project, 
the demand for small producer loans from FEDECACES/FEDECREDITO members was 
estimated at uver $17.0 million for the period 1979-81. The membership of 
these institutions includes about 5% of the approximately 472,000 target 
group families outside the SSMA. If the level of demand among target 
families was only 25% of the indicated demand among FEDECACES/FEDECREDITO 
members ( a conservative assumption) the total demand would exceed 
$2.0 million over the eighteen month planned disbursement period. This 
is more than sufficient to justify the lending resources proposed. 

e. Activity Outputs and Costs 

Assuming an average loan size of $300 and an average of 3 
borrowers/loan (through grupos solidarios) about 2,230 loans would be 
generated under this activity with 6,700 families benefitting. This aver
ages out to about 5 loans per BFA agency per month - a load that BFA should 
be easily able to handle. Some training and technical assistance will be 
needed to strengthen the capability of the implementing institutions· 

The cost of these services is 
estimated at $150,000 and will be financed with DC funds. 

f. Operational Description 

Promotion. The project will use essentially the same type 
.i. d b BFA currently. This will include BFA credit of promot~on being use Y H it 

agents as well as CENTA extensionist and DIDECO promote~s. o~ever, . 
is expected that CENTA will provide a large degree of ~he.outs~~e promot~on 
assistance to BFA through its 80 home econom~cs extens~on~sts s~nce DIDECO 
promoters are heavily committed to other proJects. 

The fundamental promotion task will be, a~ it.i~ currently 
in the basic grains project, to inform people of the ava~lab~l~ty of the 
credit line, the eligibility requirements, and terms of the loan .. This 
will not require excessive staff orientation~.but none-the-l:ss w~ll 
require some short orientation sessions: Rad10 spots and wr~tten 
brochures will also be important promot~on tools. 
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11, Loan Processing, Approval, and Disbursements. These tasks 
will be carried out by BFA credit staff using the same procedures followed 
in the basic grains program. The process starts with the client coming 
to the closest BFA or CENTA agency to fill out applications. The 
applicants reliability is verified through visits with friends, neighbors, 
and solidarity group members (if jn a solidarity group). Baseline socio
economic data is gathered through the home visits. A simple investment 
plan is prepared by credit agents (auxiliares de credito). Applications 
are generally approved at the local BFA agency level (83% of BFA loans are 
approved locally to improve processing time). The contract is signed by 
each individual applicant including each group member. Disbursement may 
be made either in cash or in kind. Accounting control is handled by local 
BFA accountants. 

il~ Technical Assistance. In the case where technical assistance 
is required, BFA credit agents will refer problems to CENTA extensionists 
who have specific training in most of the techniques which the types of 
activities covered by this loan would use. In many cases, these exten
sionists may already have had initial contact with the clients through the 
promotion process giving them additional credibility in this function. 
Most assistance would be done through individual visits or group orienta
tion sessions in a convenient location for the participants. 

Other more formal training will be coordinated through the 
BFA and CENTA. This will include special short term training in processing 
techniques at ENA, a food processing plant which currently coordinates 
with CEN~A particularly in the training of the home economics extensionists 
in canning, pickling, and making marmalades. 

iv. Supervision. BFA credit agents will make periodic horne 
visits to verify the investment has been made,detect operational problems, 
and generally maintain contact with clients. 

v. Collections. Loan repayments are generally made by the 
borrowers at the local BFA agency. Occasionally collections ar~ made by a 
BFA agronomist in normally scheduled supervisory visits. General remind
er~ to encourage borrower to repay their loans are made through radio 
announcements and by auxiliary staff during their supervisory visits. 

6. Planning for Phase II ($250,000 DG) 

The sucessful implementation of Phase II, and hence the realiza
tion of the project purpose will require that an institutional development 
process be initiated as early as possible in the project. Under this 
activity, the GOES will carry out activities aimed at overall strengthening 
of the shelter sector. The institution building process will seek to: 

Develop the capability of the Vice-Ministry of Housing and 
Urban Development (HUD) of the Ministry of Public Works to 
establish shelter sector policies, coordinate the efforts of 
the GOES ministries and autonomous agencies in implementing 
the policies, monitor implementation progress and evaluate 
the results. 

Develop a capability within HUD, with support from IVU and 
the FSV, to analyze and adopt measures which promote the 
rationalization of tre financial policies and institutional 
structure of the shelt~r sector. 
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Develop the staff and procedures within HUD to study 
shelter problems of secondary cities and design comprehen
sive programs to address them. 

Adopt urbanization standards appropriate for secondary 
cities. 

Develop the organization and the capability, within IVU, 
to do project planning and implement new shelter and mar
ginal upgrading programs in secondary cities. 

Develop simple low cost procedures for site legalization 
both in marginal urban communities and rural areas. 

Obviously, this kind of institution building cannot be carried 
out overnight. The site legalization activity cannot even be started 
until the GOES passes the Critical Urban Areas law which will establish 
the legal basis for expedit~ous issuance of land titles. Increased 
budgets for both IVU .:Hld HUD will be needed to permit establishement 
of coordination and implementation units for the Phase II Program. 
Finally, competent technical assistance will be needed to help insl 
tutionalize within HUD an EDURES type approach towards analyzing 
the problemG of secondary cities and developing appropriate solutions. !I 

a. OutPULS: The outputs of this activity will 
consist of the following: 

1) Vice Ministry of Housing and Urb~n Development 
Functions Developed. The HUD Vice Ministry 

was established recently on the basis of a World Bank recommendation. 
The policy matters and study and coordination functions 
briefly described above constitute the nucleus of a role 
for HUD. Significant time and effort will be required for the Vice Min
istry to begin to carry out these functions well. By the end of Phase I, 
the Vice Ministry is expected to have a core staff of professionals on 
board, have developed a program it expects to carry out over the follow-

II The MinPlan group which completed the EDURES study for the SSMA was 
disbanded in December 1979. A UNDP donation has been requested by 
the World Bank to provide for continuation of that effort. 
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ing five years, and have initiated its activities in three important areas~ 
development of procedures for effecting coordination among shelter sector 
institutions, especially in the context of marginal community upgrading 
activities; study housing finance policies and institutions; and study the 
needs of secondary cities including the development of procedures for 
legalizing unregistered properties. Conditions precedent to Phase II 
have been included in tte implementation Plan which relate to these out
puts. 

2) Secondary Cities Program Unit Established in IVU: 
By the time the Phase I Emergency Shelter Solution Program is completed, 
IVU will have established a Secondary cities unit, found a suitable loca
tion (hopefully in a major secondary city) and provided it with a budget. 
The personnel who work on the Phase I shelter activity are expected to 
form the nucleus of IVU's secondary cities unit. 

If possible, at least one key professional 1n
volved in the ABC program in the SSMA will be assigned to the unit so 
that the experience gained in planning (and possibly implementing) that 
program can be transferred to the secondary cities improvement effort. 
The unit's basic function will be to plan for the comprehensive coordin
ated upgrading of marginal communities in the secondary cities. 

b. Costs. It is estimated that 30 person-months of tech
nical assistance will be needed to help the GOES start the Phase II plan
ning process and carry through on development of its program for marginal 
community upgrading in secondary cities. The cost of this assistance is 
estimated at $250,000 (see Annex G.B for scope of work and cost calcula
tions). 

E. Phase II Activities ($5.5 Million HG; $2.5 Million ,GOES) 

Phase II will consist of a continuation of the shelter sector activ
ities - new solutions, home improvements, basic physical services :md plan
ning for community upgrading - initiated under Phase I. A new activity 
- site legalization - will be initiated. The mix of activities, their 
location, implementing agencies and beneficiaries will be determined 
through the planning process initiated under Phase I. It is expected 
that these activities will be ~arried out in some 13 marginal communities 
located in ~i Salvador's major secondary cities. 
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Several major institutional objectives ~ere discussed above under 
Planning for Phase II. Conditions Precedent to Disbursement (see p. 56) 
for Phase II have been established to ensure that adequate progress 
is made in meeting those objectives. It is conservatively estimated 
that up to 18 wonths may be required to meet these CPs. However, 
progress on several activities has exceeded expectations to date and 
an earlier start (e.g., within 12 months) may be quite feasible. 
The Vice Ministry of Urban Development is near completion of new 
minimum urbanization standards for secondary cities. The GOES has 
recently nationalized the private banks and savings and loan system. This 
provides the basis for rationalization of the interest rate structure 
by bringing all major housing finance institutions under direct policy 
guidance of the GOES. Also, the GOES recent~y requested the World 
Bank (WB) to send an appraisal mission to El Salvador for the Urban 
Development III Project. The WB had established GOES commitment to 
adopt simplified site legalization procedures as a condition for 
sending an appraisal mission. The Mission is expected later this 
year. Thus, the GOES has already shown progress in quickly meeting 
three of the seven CPs. It must be noted that this progress is 
evident in the CPs that require political and policy decisions. 
The remaining Cfuinvolve essentially technical matters that can be 
carried out quickly with the technical assistance to be provided 
under the Planning for Phase I activity. Preliminary analyses in all 
of these areas have been completed through the EDURES study. 

A detailed plan for Phase II implementation will r~ prepared 
prior to initiating this activity. RHUDO/ROCAP will review and 
approve this plan prior to initiation of Phase II activities. 
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1. Implementing Institut,iQn,s 

In Jille with the project strategy of progressively increasing 
the Proje~t's focus the shelter needs 6£ secondary cities, different 
impl~~~nting agencies from those involved in Phase I will be responsible 
for Phase II activities. 

The rationale behind this shift in responsibilities has been 
alluded to previously. In major urban areas, housing and infrastructure 
networks are developed to relatively high design standards in c)mparison 
with rural areas. The technical specialization and financing r=quired 
to design, build and maintain these services (i.e. housing, water, 
streets, electricity) makes it logical to place the responsibility on 
centra1izaed GOES agencies that have the necessary human resources and 
access to financing. As these agencies extend their service delivery to 
secondary cities, l~ss specialized agencies can turn their attention to 
more rural areas that have simpler, less sophisticated infrastructure 
networks. In practical terms, the prcject, in line with GOES policy, 
seeks to encourage withdrawal of DIDECO from its multi-purpose role in 
secondary cities and facilitate an increased role for IVU, DUA, ANDA, 
CAESS, FSV'and the municipalities. 

The key institution - IVU - does not noUT h,w~ the c"'!1<1ci ty to 
fulfill this role for secondary cities. This caoacitv will be develooed 
through Phase I planning activities. The institutional reforms and other 
conditions precedent to disbursement required prior to initiation of Phase II 
will permit major constraints to eXpanding assistance to the target grour 
to be overcome. 

2. Project Activities 

The precise mix of activities that will be carried out under 
Phase II will depend on the results of the planning efforts described 
above. The terms and conditions of sub loans will be determined in 
accordance with project needs. However, the same principles that have 
been applied in designing Phase I (borrower eligibility criteria, target 
group affordabi1ity criteria, non-subsidized interes i ; rates, repayments 
terms tailored to individual needs, etc.) will apply. No retrenchment on 
interest rates is contemplated. 

3. Outputs and Costs 

An illustrative mix of activities has been developed for purposes 
of analyzing loan feasibility. This mix assumes the following distribution 
of project resources: 

a. Shelter Solutions (HG $4.6 million/GOES $2.0 million). 
This would include small subdivisions adjusted to minimum 

standards with lots costing about $1000, as well as small core houses 
with a cost of $2,900. Some 3,000 units would be financed. 
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b. llome Improvements (Financing included in Phase I). 
This component would include improvements to existing lots 

(including the cost of legal services to secure st-able tenancy), improve
ments to existing housing (new roof, cement floor) and small expansions. 
About 4,000 loans would be made at an average cost of $500. 

c. Basic Infrastructure/Site Legalization (HG $900,000; 
GOES $500,000). 

This funding will permit the extension of basic services to 
about 13 marginal communities and facilitate legalization of any un
authorized subdivisions included among those communities. 

The total cost of these illustrative projects is $8 million. 
This includes $5.5 million of HG funds and $2.5 million from the GOES. 
A cash flow has been run out and it shows that the interest generated 
with this mix will cover loan repayment requirements. A similar exercise 
will be carried out at an appropriate point in the planning process to en
sure that sound financial criteria have been used in determining the mix 
of projects selected for implementation. A detailed breakdown of this 

I 

component's costs is included in Annex G.2 along with the schematic 
designs from which they were derived. The schematic designs were 
developed by AID and IVU for both upgrading and new shelter activities 
in Phase II. 

F. Project Evaluation ($100,000 DG) 

There will be two evaluations of the project. The first will come 
near the end of Phase I. The purpose of this evaluation will be to assess 
the degree to which assistance is reaching the target group, the effective
ness with which it has been made available and utilized, progress towards 
meeting the Cp's for Phase II, an' the degree to which the policy and 
institutional changes described il the PP have been implemented. This eval
uation will be used as basis for reviewing the plans for Phase II imple
mentation. 

A final evaluation will be carried out near the end of the project. 
The purpose of this evaluation will be to assess the degree to which the 
project purpose and goal have been met. The progress of each institution 
in fulfilling its planned role in secondary cities developmeut and the 
effectiveness of the reforms in opening access to shelter services for 
target group families will also be evaluated. 

These evaluations will both be carried out by outside consultants 
and 1inanced with DG funds. MINPLAN will contract the consultants. The 
estimated cost is approximately $100,000. 
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G. SUMMAR! BUDGET ($000) 

A I D 
PHASE IACTIVITY -- _._.----- TOTAL GOES DL DC HG 

A. Phase I 

1. 
Couununity Basic 1,800 6 ,000 200 8,000 Services 

2, Home Improvements 50 4,000 4,050 

3. Shelter Solutions 1,200 5,500 6,700 

4. Agrarian Reform 
Support SOD 2,000 200 Z,700 

5. Micro-Enterprises 2,000 150 2,150 

6. Planning for 
Phase II 250 250 

---
SUB-TOTAL 3,500 10,000 850 9,500 23,850 

B. Phase II 2,500 5,500 t,OOO 

C. Evaluation i 100 100 

-. 
T 0 T A L 6,000 10,000 950 15,000 31,950 
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III. PROJECT ANALYSES 

A. Institutional 

1. Program Monitoring, Coordination and Evaluation. These 
functions will be carried out by the Ministry of Planning's Sectoral 
Planning and Coordination Office. This office has been actively 
involved in the development of this project and has among its staff 
several professionals who worked on the EDURES study. 

The functions of the Ministry of Planning will involve 
minimal time and effort. Periodic we~tings with implementing agencies 
and the Central Reserve Bank (BCR) , analysis of monthly reports and, 
eventually, contra~ting of Project evaluation consultants, are the 
major tasks envisioned. These tasks will be assigned to a MinPlan 
project manager, who will be one of the four professionals who most 
closely collaborated on the design of the project. These additional 
responsibilities are not expected to cause a significant additional 
workload fer the Project Manager. 

2. Service Delivery Assistance Channels. The PP mentions 
an almost bewildering set of institutions that are or could be 
involved in project implementation, and a somewhat complex set of 
channels through which assistance will reach the target group. A 
summary of the planned and potential assistance channels are shown 
glaphically in Figure 2. An indication of the coverage of credit 
agen~ips provided in Figure 3. 

The GOES has several major reforms under consideration 
which could affect the institutions that have implementation roles 
in the project. The nationali~ation of the ~3nking system 

for example, will affect all of the financial institu
tions by modifying their roles and causing them to reallocate their 
portfolios and change their interest rate structure. 



.',:. 

--------.--------------------------------------
r-- --~--

1---------;'\ 
I j---------1 

,i ~. ,'.! 

. ~ 'II 

\ vJ 

, ',I 

1---'·~--·-'-'---1 
,,',:: 
'; ;;1 

, 

,., 

1",:",:" 
"'" , 

,~': .,}; 'J 1', ' :,.J 'I 

':. ::; I ~ ~ ~ ) \< ','.J! 

. j J ' • ! S I '.J ~ .' 

l-;,:I," .l "i ';,':)JI 

'j ~ I 1 t t. '"" ,,J:: 
I-. • .'JJ ..Ii:! ',' JI ':...: "j~ 

53111 J AcV":';OJ::S 
~.::- I ',; ,>~ : .... 

;!,', 

I, ". 

J', rl..: 

.J I 

II '. I, 

; Sl ... ; .• '.;.1 

-------------.-----------.~~-

'. J ~ , 

- '·1 !:'1 :):,1',', 

":':,' .. -',' :. '. I ~j ,-':; 1 ! r, ! '. , ~ '.':; . j : 

..",..~:-Z....:..a'~~ • ..k.-;: .... .A'~!;.".'.=_~·a..:..._ •• -. _~ __ :. 
------- .... J ',','j>!: 1 

Sljl;',',H) 3':'.\,.-l~,IS:") 

l'ldJl~ 

J'.'t,~ lSJull'" 

'.~ 1 • i,.. .' ::,~ 

.1.., " .. "] 

53111J ,\'c'\.' .'.::jS II 

(\/ .... 'j~)·5.:]':IV 1j\'111"'d 
~ (1 I: t T' i!, 111':'\ 1'. ~ tj __ ~ 

. r::] I.!.l J ). ; •• :1."1):; 
"J 5VJ'J': :~'~I,,: 

OJJ!''\IJ~d ].; 111. .... 

]J','jl ~I ';$'} ..i .. :1:", 

.. ;: 'J 

-: ~ " . '.J 

I :' : ~ :. . 

~ .~_.."-';...o"'-.. ..;.'"~::..--.:....:..;_.:.:.~ .. :.;..:.._~~_~_-...... __ "'_ __ ... _,. _____ ... _ 

I,',; . ..: i 2';:.'!1~) OJ',:JI,,:lJ-= ------
~tll C'r::~dn ~! I t,n~,.lIJJ ""~i I ~'rI\f\-I : l ]c.1~ 1.:1 



- 37 -

FIGURE 3 

CREDIT CHANNELS BY DEPARTMENT 

FEDECACES CENTA Extension 

Department 
BFA FEDECCREDITO Cooperatives Agencies and 
Cajas Cajas FEDECACES Zone Hdqtrs. 

1. Ahuachapan 2 2 0 0 

2. Santa I.n.a 2 3 2 4 

-. 
3. SOP.sonate 1 4 1 3 

--
4. La Libertad 3 2 5 3 

--
5. Chalatenango 3 2 3 7 

6. San Salvador 2 2 2 3 

7. Cuscatl.an 2 2 0 1 

8. La Paz 1 3 1 3 

9. San Vicente 1 2 2 3 

10. Cabanas 2 2 0 5 

II. Usulutan 1 7 2 5 

12. San Miguel 3 2 1 5 

13. Morazaa 1 1 2 7 

I-

14. La Union 3 2 2 6 

TOTAL 27 36 23 57 
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Given the GOES' intention to benefit the poor through 
reforms, the Mission expects additional assistance channels to open 
up during the project implementation period and additional resources 
to become available for meeting the needs of the target group. To 
permit utilization of these channels the loan disbursement arrange
ments and draft authorization have been carefully prepared to provide 
maximum flexibility during implementation (See Section IV.C. and An
nex F). 

A number of institutions mentioned in the PID and 
others that are potential assistance channels do not have planned 
roles in implementing the project. They have been left out for a 
variety of reasons. Some are already overworked or overcommitted 
(e.g. FUNDASAL); others are not willing or able to assist target 
group members at the present time in the kinds of activities fi
nanced under the project (e.g. BH); and others have a highly sub
sidized interest rate structure at present (e.g. F;V). The FSV 
is expected to modify its interest rate policy in time to permit 
it to participate in Phase II. 

3. Summary of Institutional Capability. The Mission and 
RHUDO have reviewed the institutional capability of each of the plan
ned implementation agencies. A discussion of the capability of each 
major agency is included in Annex G.9. The areas where improvement 
is needed to ensure smooth implementation have been identified in the 
project description and other sections of this PP. Where relevant, 
Cp's to disbursement have been included in the draft authorization. 

Based on its review, the Mission believes that the 
implementing agencies have or will quickly develop the institutional 
capability to carry out the project. 

B. Social Soundness Analysis 

1. Target Group 

a. Rural Areas. Out of a rural population of 
2,474,000 in 1976 the [ission has estimated that 77% had per capita 
incomes less than the Mission calculated poverty line of $250 per 
year with a median of $130. The 1977 Agricultural Assessment provides 
an in-depth analysis o{ the distribution of the rural poor. Using 
a ~~all farm data base for 1976, the estimate of rural poverty was 
83.5%. Within this population 35% are landless and the remainder 
consists of farmers with less than 8 hectares o~ land (two-thirds 
with less than 4 hectares). Lack of credit, irrigation and modern 
technology is apparent. Small farm dependence on the less labor
intensive basic grains aggravates the already serious oversupply of 
labor. Larger farms grow more labor intensive crops such as coffee 
and sugar cane, but these are affected by extreme seasonality and 
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fluctuation in world demand. Moreover, it is difficult to conceive 
of a technological solution to the sub-utilization of rural labor: 
even with extensive use of labor-intensive, non-seasonal combination 
of crops (including multi-cropping), for small farms, there would 
still remain a sjgnificant labor surplus to absorb elsewhere. 

Income and employment data do not fully describe 
the seriousness of the deficiencies in the fulfillment of basic needs 
of the rural poor. Coughs, malnourishment, and diarrheas are so com
mon a£ to be accepted as a routine part of life. Infant morta11ty 
exceeds 100 per thousand in rural areas, and life expectancy at birth 
is 54 years compared to a national average of 59. As regards formal 
education, in 1975 47% of rural residents were considered literate, 
only 12% had finished the sixth grade, and 0.4% had completed nine 
grades. Housing conditions are characterized by severe overcrowding 
and lack of environmental sanitation. The typical rural house consists 
of one room, ha:' a dirt floor, walls of wattle and 1Rub, and a roof 
of straw or tiles. While the use of lucal materi::lls per se is not 
deleterious, the lack of knowledge rp-garding basic health and environ
mental considerations within ~he home rends to exacerbate the in
cidence of various disease8 and illnesses. 

b. San Salvador Metropolitan Area (SSMA). The target 
group in the SSMA is concentrated into marginal settlements, which are 
located mainly in the center (mesones) and on the outskirts of town. 

Table 3 presents the Metropolitan Area population 
distribution by type of marginal community. 

The quality of lifo in the San Salvador Metropo
litan Area (SSMA) on the whole is statistically superior to that of 
rural or other urban areas in the country. Data for 1975 show almost 
three quarters being served with piped water, 94% with electricity and 
only 13% without sanitary facilities. Global figures such as these, 
however, do not reflect actual conditions within the SSMA poor target 
group. For example, being "served" by piped water does not imply that 
the water is easily accessible or cheap. A study of peripheral illegal 
subdivisions (colonias ilegales)l/ showed that families spent over four 
hours a day carrying water for household purposes. Moreover, low-income 
residents without individual taps have traditionally paid over 7 times 
the cubic meter the price paid for water by middle income residents with 
individual connections. Electricity figures are similarly misleading 
as individual connections are rare in marginal settlements and the presence 
of public lighting in the neighborhood is taken as a sign of being 
benefitted. 

1. See Annex I tor definition. 



HOUSING 
TYPE 1/ 

Tugurios 

Emergency 
Housing 

Tenements 
c-

Illegal 
Sub-Divi-
sions 

Total low-
income po-
pulation 

Other Popu-
lation 

SSMA Total 
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TABLE 3 

POPULATION DISTRIBUTION IN THE SSMA BY 

TYPE OF MARGINAL SETTLEMENT - 1976 

NUMBER OF 
% NUMBER OF 

% 
AVERAGE FAMILY 

FAMILIES PERSONS SIZE 

8,060 5.4 38,000 5.2 4.7 

4,320 2.9 20,300 2.8 4.7 

39,360 26.5 129,700 17.8 3.8 

23,360 15.8 135,500 18.7 5.8 

75,100 50.6 344,400 47.4 4.6 

73,300 49.4 382,600 52.6 5.2 

1148 ,400 100.0 727,000 100.0 4.9 

SOURCE: EDURES, Programa para el Mejoramiento Integrado de ~as Areas 
Criticas Metropolitanas, San Salvador, El Salvador, May 8, 
1978 Volume II, Page 6. 

marginal 
gales). 
familles 
the SSMA 

50. 67~ of all fanilies in the SSMA live in 
settlements (tugurios, cRmpamentos, mesones and colonias ile

Poverty line analysis for 1976 indicates that 46.5% of ~11 these 
earned less than $250 on a per capita basis. Moreover, while 
is growing at a 4.6% annual growth rate, the poor population 

1. A description of these different housing types may be found in 
Annex I. 
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is growing at 5.7% (due to inmigration, not higher fertility), with 
the prospects of the rural-urban drift being intensified during t.he 
next decade. 

Rural dwellers move to the SSMA in search of 
employment and educational opportunities. Because of lack of skills 
and education, the only available jobs are those in the informal 
service sector where low productivity and low incomes are not enough 
to meet basic human needs. Analysis of household budgets shows that 
SSMA marginal community residents must pay between 40-60% of total 
income for food alone. 

c. Secondary Cities and Rural Cornmunties. Median 
per capita income in 1977 was $26 monthly, $307 annually in urban 
areas outside of the Metropolitan Area. Of the 251 non-SSMA 
municipalities, only Santa Ana and San Miguel have more than 100,000 
residents. The EDURES study chose these two plus Sonsonate, Usulutan 
and Ahuachapan as indicative of centers with substantial potential, 
particularly as regards the absorption of rural-urban migratory flows. 
The quality of life for poor residents in these five cities is lower 
than that of the Metropolitan Area. Family income is less than 
$140 monthly for 75-80% of all residents. Unemployment is around 
20%, unemployment and underemployment combined range from 40% to 60%, and 
female unemployment averages around 53%. 

While death rates in the five cities have declined, 
the figures are higher than those for the nation as a whole and the 
SSMA. Statistics for health, infrastructure and education are below 
the Metropolitan levels. The numbers of families living in marginal 
settlements are higher than the SSMA, ranging from 56% in Sonsonate 
to 75% in Usulutan. Between 50% and 60% rent rooms or occupy single 
family units. Residents spend 60% to 75% of their income on food 
and have no savings. 

The situation is ~'lOrse overall in the smaller urban 
area where family incomes are essentially as low as those in surrounding 
rural areas, around $90 monthly in 1977. Municipal governments have 
inadequate tax revenues and provide minimal basic services. Public 
infrastructure is deficient in all areas: streets, sewers, water, 
electricity and garbage collection. Housing in these towns is worse 
than the SSl~ and the five selected centers, the overwhelming majority 
of units need some rehabilitation work. Moreover, EDURES estimates 
show that marginal families will make up 75% of new household formation 
for the 1978-82 period (57% in the Metropolitan Area), therefore 
exacerbating the already serious housing deficit. 
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2. Beneficiary Participation in Project ~tivities. El 
Salvador does not have a strong tradition of community participation. 
The economy and political structure have been highly centralized and 
generally paternalistic in their treatment of low income groups. 
Socially, the basic structure is the extended family, although this 
is beginning to breakdown under urbanization and economic (e.g. rural 
labor migration) pressures. There are few ties beyond the immediate 
family, particularly in marginal urban areas, and little spontaneous 
inclination toward organizing. In the past urban community organiza
tion was seen as a political threat and actively discouraged. Yet 
rural community development has received the support of successivp. 
governments including the present one. While in the past, GOES sup
port of rural community development has, at times, been paternalistic 
and politicized, it is also evident that a large amount of mini-public 
works have been carried out largely with volunteer labor. These ef
forts do not seem to have led to self sustained community development 
efforts, and an external stimulus is still needed to stimulate ad-hoc 
formation of gronps for realizati.on of specific projects. 

In spite of the lack of self sustained communi.ty develop
ment efforts, there is evidence that community and small group partici
pation can be fostered and used as a viable and effective community 
development mechanism. The experience of FUNDASAL (Salvadoran Foundation 
for Minimal Housing) is instructive in this respect. FUNDASAL helps 
groups to organize for mutual self-help construction and emphasizes 
an incremental approach to community development with a focus on land
servicing instead of physical structur.'. By placing much of the 
responsibility on the group members themselves, the result has been 
a program that has averaged over 2,000 housing solutions a year with 
the lowest percentage of mortgage payments in arrears (1.32%) of any 
public or private shelter institution. 

The PRIDECO/FEDECCREIHTO small business credit program 
is a similarly successful progrul'1. Probably the two major reasons for 
its Success are its placing responsibility on the solidarity groups 
and its efforts to close the social distance between low-income groups 
and formal governmental structure. PRIDECO promoters make initial com
munity contacts d\IU explain tho program in general terms. However, it 
is the individuals themselves who choose their own solidarity group 
members and a leader to represent them in their dealings with FEDECCREDITO. 
Loan officers visit with the solidarity groups in the barrios and all 
payments are collected at the local level, not at FEDECCREDITO offices, 
on a payment schedule decided upon by the solidarity group. 
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Another factor in improving community receptivity to 
proposed project activities will be the payment for community labor. 
All too often in the past the concept of self-help labor was merely 
a pretext on the part of the government to minimize costs. While the 
concept of sharing the development costs may have specific utility 
once basi~ needs have been met, for most low-income groups voluntary 
labor is a luxury that cannot be afforded. Moreover, on an equity 
basis, it would seem out of place to expect low-income residents to, 
in effect, pay for infrastructure with their labor when middle and 
upper income neighborhoods receive higher bel,~fit levels often at no 
cost. DIDECO managers and social promotion specialists have Ell rongly 
endorsed the concept of paying for infrastructure labor on its equity 
and practical bases, emphasizing the economic needs of low-income 
households i:l a time of political and economic instability. 

While DIDECO and other government agencies have been 
criticized for their emphasis on physical works RS ends rather than 
means of fostering conununity participation, the very fact that most 
of the project outputs are of a physical nature makes conununity 
?arLi~ipation a much easier task. DIDECO has wide experience in com
munity infrastructure projects and the economic incentives should make 
infrastructure activiti8s all the more attractive. Home improvement 
loans and new shelter units have always had high demand among low
income groups, but with little success due to overly-restrictive 
financial and administrative requirements (e.g. high collateral, too 
much paperwork, short payback periods). With the recent experience 
of lVU, FUNDASAL, and EDURES in designing shelter programs for the 
needs of low-income households, there should b~ little problem with 
beneficiary receptivity. More likely to be a problem will be govern
ment agency ability to effectively promote and organize these efforts, 
particularly those contemplated under P~ase II. The micro-enterprise 
credit component should also have no problem regarding its acceptance 
at the local level. BFA is an established organization, well known 
to rural residents, many of which use its services at the present time. 

3. Benefits 

a. Access to Services. Under the project, physical services 
in the form of sewers, urban/rural roads, bridges, water and electricity 
will be provided to dwellers of marginal communities. Individual 
connections for water, sewer and electricity and home improvements, as 
benefits to individuals, will be charged to homeowners under medium-
term financing. 
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b. 1.lIlproved Health. The physical services provided 'dill 
benefit the poor ta1:gtlt group as users and as workers, although the 
social benefits are Hot easily quantifiable. For example, safe 
drinking water will inhibit the high rates of gastrointestinal disease 
and raise worker productivity. Garbage collection and environmental 
sanitation through improved sewage disposal and drainage will decrease 
the incidence of communicable diseases. 

c. Higher Income and Better Living Standards. Because 
of high rates of unemployment and underemployment and low income among 
the target group, the payment for hand labor is likely to have important 
social and distributional benefits. Special note should also be made 
of the benefits attributable to transportation infrastructure such as 
bridges, and rural roads. At present, many small farmers (80% of the 
rural population) are ~nable to market their basic grains and cash 
crops because of inadequate rural transportation network. Access to 
many rural communities is difficult except by foot even during the 
dry season; during the rainy season flooded streams and rivers and 
impassable road surfaces keep small farmer produce from potential 
markets for months at a time. Improved access by small farmers should 
also increase commercial activities within secondary cities and rural 
communities and help bring home improvement, infrastructure upgrading 
and small enterprise credit programs to the ~ttention of a broader 
segment of the target group. 

4. Spread Effects. There are high potential spread effects 
for this project on both the institutional and low-income group levels. 
While the new government is determined to refocus and improve the ef
fectiveness of public agencies in reaching the poor, particularly in 
housing and infrastru~ture, the fact is that the GOES has not had a 
long history of successful experience or interest in such programs and 
projects. Thus, the Marginal Community Improvement Project is likely to 
play an important role in giving various GOES agencies "hand-on" 
experience in working with the very poor, in showing that such programs 
can be financially viable at unsubsidized rates, and even in fostering 
attitudinal changes in agencies in respect to their programs and 
policies toward low-income households. 

Participation in infrastructure, home improvement and 
credit actlvities will have benefits for marginal settlement dwellers 
beyond direct project impacts. Becoming acclimatized to the use of 
credit will be an important benefit. A successful credit history 
will be an important developmental asset as demonstrated by the 
PRIDl, I/FEDECC1<EDITO program's 1.5% elr 'P in interest rate to borrowers 
who ~:-lve successfully paid off previous loans. Mo·cc;>over, as community 
development uutreach grows, people will realize th·.: importance of 
group action an~ mutual help in securing resources, improvelg shelter 
and carrying out community projects. The use of solidarity groups 
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in the micro-enterprise and even home improvement components can also 
help overcome social fragmentation among the poor and demonstrate the 
benefits of collaboration. Finally, as concrete actions to benefit 
the poor are carried out by the GOES with the direct participation of 
low-income households, it is likely that distrust of public institu
tions and paternalistic dependency will be mitigated to some extent. 

5. Benefits for Women 

Though the population as a whole is roughly evenly divided 
between males and females, females are a substantial and growing 
majority in urban areas. In 1975 females constituted 54.1% of the urban 
population, males 45.9%. This is due to the greater number of females 
migrating from rural areas, a common pattern in Latin America. Conversely, 
there is a smaller but constant majority of rural males over females. 
These trends take on significance when we corne to consider the high and 
growing number of women-headed households in urban marginal areas. 

Family structure tends to be unstable, 'yith a high proportion 
of common-law marriage (34.4% of the popUlation oveL age 20). Because 
of lack of employment opportunities, women enter "companionship" 
relationships in search of economic security. Children are born in an 
attempt to cement the relationship, though the result is often a series 
of relationships with children by different fathers. Since female hopes 
for security rest on producing children, desire to limit family size 1S 

often weak, complicating efforts to reduce the alarmingly high birth 
rate. 

Women's role is highly traditional, especially ar.long the poor. 
Although women have equal political and legal rights, cust·')m and tradition 
limit their participation. A 1975 labor force study indicates that women 
form 25.3% of the overall economically active population; 73% of the 
female economically active population (EAP) is urban, 27% rural. Urban
rural differences in EAP composition by sex are sharp--in urban areas, 
males constitute 55.8% of the EAP, females 44.2%; but in rural areas these 
figures are 85.2% and 14.8%, respectively. 

Jobs are scarce, especially in rural areas. The majority of 
women are engaged in marketing, services (especially domestic servic 
and industry. In rural areas they work predominantly in agriculture and 
as vendors. 

Women's earnings are even lower than those of men--in 1975, 57.2% 
of all working women earned between ~1 and ~99 per month, while almost 
half of employed men earned between ~40 and ~199 a month ($1 = ~2.50) 
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Females access to the labor market is much more limited--in 
Santa Ana, more than 80% of women heads of household worked in~ommerce 
and domestic service. Only 9.2% worked in manufacturing. 

The proportion of women-headed households in considerably 
lower in rural than urban areas. In rural areas about 21% of employed 
women are heads of household. It is interesting to note that the higher 
the levels of education of rural employed women the more li)~ely that 
they will be the head of household (42% of women with seventh to ninth 
grade education were he&ds of households). As in the urb~n area, most 
women work in marketing, commerce, or services, but women's participation 
in agriculture is noteworthy-32% of the rural female EAP work in 
agriculture; 70.3% of them work from 41 to 48 hours a week. Of those 
women who worked even longer hours, almost all were heads of household. 

The Project will benefit women principally through its attack 
on neighborhood sanitary conditions in both urban and rural settings. 
Improved living conditions will not only increase the productivity of 
women in the workforce, but also free them for more income-generating 
activity and reduce the incidence of disease and discomfort among 
children. 

The small-enterprise loans are particularly useful for women 
who occupy such an important position as small enterpreneurs. The 
existing access through housewife clubs, now fostered by CENTA, DIDECO 
and IVU, will provide an excellent conduit for working capital to 
small, female-run enterprises. 

6. Affordability of Shelter Improvements 

a. Home improvement loans (Phase I and II) 

These loans can be afforded by virtually all of the target 
group since even very small loans of $20-50 can be used to finance useful, 
beneficial home improvements. It is estimated, for example, that the 
expense of connecting a house to an existing water or sewer line at the 
lot line would be about $20-30. 

Even a larger loan, say $500, is still affordable by 90% 
of the urban poor in the SSMA, RO% in other urban areas and by 20% of the 
rural poor, assuming typical FEDECCREDIToor FEDECACF.S terms of 15%/10 
years and applying 10% of family income to amortize the loan. 

This project component is the most flexible and viable 
despite being the only one operative, at net positive real interest 
rbtes. 
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b. New shelter (Phase I and II) 

A $4,000 core house will be affordable by SSMA families in 
the 30th percentile and above (assuming a loan at 10%/25 years and 
applying 20% of family income). IVU is expected to produce a $3,200 
serviced site which will be affordable by families in the 15th percentile 
and above. 

For the second phase, preliminary cost estimates developed 
with IVU indicate that it may be feasible to build a serviced site in 
~econdary cities for &bout $950. Using the same terms as above, such 
a site would be afforqab1e by 80% or more of the families with incomes 
below the median in those areas. 

c. Infrastructure (Phase II) 

As indicated in the technical analysis, the cost per 
family of providing basic services in a marginal community will range 
from $400 to $560 depending on the standards used. Assuming the 
recuperation of the lower investment at 10% over 10 years, and applying 
10% of family income to loan payments, fully 80% of the families will 
be able to afford the cost. 

In the context of an upgrading program it is not possible 
to exclude a family already living in the community even if it cannot 
pay the required amount. This problem will have to be dealt with in 
detail in each case. However, for purposes of the analysis of the 
financial feasibility of the project, it was assummed that 20% of the 
investment in upgrading projects would not be recuperated. 

d. Summary 

The affordabi1ity of basic infrastructure and shelter 
solutions is summarized in Table 4. 

C. Technical Analysis 

The operational procedures of key implementing agencies, their 
design standards, the cost basis for the project and environmental 
considerations have been reviewed for each of the project activities. 
They are discussed in detail in Annex G.2. As a result of its review, 
the Mission has concluded that the project is reasonably costed, 
physical improvements are properly designed, implementing agency 
operating procedures are adequate, and there are no signficant environmental 
problems that will result from carrying out the project. 



TABLE 4 1/ 
AFFORDABILITY OF PROJECT COMPONENTS BY TARGET GROUP 

Monthly Family Income (US$) Component Affordability by Area 
Basic 

Area EL SALVADOR SSMA OTHER URBAN RURAL Services 

Year 1977 1979* 1977 1979* 1977 1979* 1977 1979* OU 

Percentile 

50th $U5 $127 $230 $253 $132 $146 $ 82 $ 90 50th 
J 

40th $ 92 $101 $191 $210 $116 $128 $ 75 $ 83 

30th $ 81 $ 89 $167 $184 $ 85 $ 94 $ 6f. $ 71 

20th $ 66 $ 73 $145 $160 $ 82 $ 90 $ 54 $ 60 , 
10th $ 46 $ 51 $102 $112 $ 57 $ 63 $ 39 $ 43 10th 

1/ Affordability is based on the following terms: 

a) Home improvements, assumes a $500 loan at 15%/10 years, applying 
10% of family incomes. 

b) New shelter, assumes a $4000 loan in SSMA and $2000 in other urban, 
both at 10%/25 years and applying 20% of family income. 

c) Basic services, assumes a $500 loan, at 10%/10 years, applying 
10% of family income. 

* Mission Estimates 

Horne New 
Im~rovement Shelter 

RI OU I SSMA OU I SSMA 

50th 50th 50th 50th 50th 

I I I 
30th 30th 30th 

I 
15th I 

i 

1st I 
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D. Economic Analysis 

(1) Cash Flow 

Cash flows have been prepared for all sublending activities 
(see Annexes G.11 and G.12). A quantitative estimate of economic bene
fits for community infrastructure, home improvements and new solutjons 
(shelter activities) has not been prepared for this project. However, 
such an analysis was prepared by EDURES for shelter activities similar 
to ~se that will be financed under t~is project. Due to their simil
arity, the Mission believes that if the methodology used by EDURES 
staff were applied to the activities of this project similar rates of 
return (fr.om 6% to 21%) would be obtained. The methodology and results 
of the EDURES study are included in Annex G.10. 

An internal rate of return calcul&tion for the Small Enter
prises activity was highly positive with an IRR of over 50% (calcula
tions in Mission files). 

(2) 
December 
earlier. 
down from 

Debt Service Capacity. Gross international reserves as of 
28, 1979, were US$161.5 million, down from $288 million a year 
Net international reserves at end of 1979 were $135 million, 
US$234 million a year elarlier. 

Gross reserves are now equal to 1.9 months of imports. The 
Central Bank feels they should not be permitted to decline further. 
However, the undervaluation of gold provides the authorities with a 
substantial cushlon. 

Interest and amortizations charges on the external public 
debt are, fortunately, very low. In 1979, these were estimated at a 
US$30 to US$36 million, which constitutes only 2.4 to 2.9% of the 
total value of exports of goods and services in that year. 
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IV. Financial Plan 

A. Detailed Budset Table ~~00i)~ 

A I D 
Phase/Activity/Cost GOES DL DG HG TOT A L 

a. Phase I 

1. Basic Services; 
Projects 1,450 5,990 7,440 
Equipment 10 10 
Technical Assist. 
and Training 200 200 
Increased DIDECO 
Acil;:.in. Cost 350 350 

2. Home Improvements: 
Loans 4,000 4,000 
Technical Assist. 50 50 

3. Shelter Solutions: 
Mortgages 1,200 5,500 6,700 

4. Agrarian Reform 
Support 500 2,000 200 2,700 

5. Micro-Enterprises: 
Loans 2,000 2,000 
Technical Assist. 
and Training 150 150 

6. Planning for p'nase II~ 

Technical Assist. 250 250 

TOTAL - Phase I 3,500 10,000 850 9,500 23,850 

b. Phase II 

Loans 2,500 5,500 8,000 

c. Evaluatior.: 
Techn'i.cal Assit. 100 100 

Project Total 6,000 10,000 950 15,000 31,950 
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B. Financial Analysis 

1. HG Cash Flow 

A cash flow was prepared for the investments 
to be made with HG funds and related GOES counterpart funds. The 
actual projection and underlying ass:.rmptions are in Annex G.11. 

The net cummulative cash flow at the end of the twenty 
years is positive,indicating that with the mix of the HG and GOES 
funds it is feasible to meet the repayment of the $15 million loan 
from :\0 eligible U. S. investor from the collection> made on the portfolio 
of investments. 

The average GOES capital contribution on a ratio of one 
to four with HG funds will make it feasible to onlend the combined 
resources to finance new shelter and community infrastructure at an 
interest rate which is lower than the 12 1/2% (including HG fee) 
projected for the I~ loan. 

Interest rates for Phase II activities may be increased 
as a result of the housing finance study which AID will finance. In 
fact, it is a condition precedent to Phase II that such a study be 
concluded. An increase, if any, will enhance the financial viability 
of the project. 

2. Small Enterprises Cash Flow 

A cash flow was prepared for the Small Enterprises 
Activity. The cash flow (see Annex G. 12) shows a positive cash flow 
from 1981 through 1989, the 10 year grace period of the loan. The first 
year, 1980, has a small negative flow because no reflows are expected 
to offset the administrative and interest costs. 

The average loan is assumed to be $300, the interest rate 
is 15%, the average repayment period is one and one-h~lf years, and 
a~l repayments are reinvested in new loans under the same assumptions. 

3. Disbursement Schedule 

A disbursement schedule has been prepared from the cash 
flows and other financial data. The following is a summary of 
disbursements by Fiscal Year by funding source in $000. 
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FY80 FY81 FY52 !!!L FY84 TOT A L 

AID/DL $3 ,620 $6,38u 0 0 ·0 $ 10,000 
AID/DG 600 250 50 50 0 950 

RIG 2 1 367 _5,565 2 1 252 3 1418 1 2 398 15 z000 
Sub-total $6,587 $12,195 $2,302 $3,468 $1,398 $25,950 

GOES 1 a 514 _!J.5!2~_ 706 1 z 253 599 6 z000 
TOTAL $8,101 $14 t 123 $3,008 $4,721 $1,997 $31,950 

. - - -- - -

A detailed disbursement schedule is included in Annex G.13. 
The schedule shows that 99% of the DL/DG funds and 53% of the HG funds 
will be disbursed within 18 months (i.e. by the end of FY81). The overall 
disbursements during the first 18 months are expected to reach 72% of the 
total AID funding. 

4. Recurring Costs 

Virtually no recurring costs are forseen for the Project. 
The types of sub-projects envisioned under Phase I require labor, supervision, 
materials, etc. to put them in place. Minor maintenance costs might be 
incurred by the GOES afterwards. 

C. Disbursement Arrangements 

1. Development Loan and Grant 

The GOES, acting through the Ministry of Planning (MinPlan) 
will be the borrower. A special fund (Regimen Especial) will be created 
in the Central Reserve Bank (BCR). The Bank will be the administrator 
of the project funds. The fund will be created by an initial GOES 
contribution and complemented, after Conditions Precedent are met, by 
an advance from AID. The BCR will in turn advance funds to DIDECO and 
BFA to facilitate speedy initiation of project activities. The BCR 
upon authorization of MinPlan, will authorize the implementing agencies 
to spend half of the Loan funds and all of the Grant funds budgeted 
for each activity. Implementation progress will be monitored by the 
Ministry of Planning (MinPlan), through the Sectoral Coordination Office. 
The BCR and MinP13n will perlodieally consult on project progress and 
agree on additional alJocations of funds as required for those 
activities, In this way, the GOES will ensure that the activities that 
disburse fastest will receive the funds they need. Thus the final 
distribution of funds among the Community Basic Sel'l7ices, Agrarian 
Reform Support and Micro-Enter.prises activities may vary significantly 
from the budget figures presented above. 
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The GOES will contribute the Loan and Grant funds to 
DIDEeo and MinPlan.!1 The BCR may charge the BFA an interest rate for 
the credit f';,1ds for small enterprises which reflects its normal 
practice in establishing lines of credit to state owned banks. 

This interest 
rate will be used solely to increase the funds available for the 
project, both during and after project implementation. Any costs 
incurred or fees cbarged by the BCR in administering the loan will 
be paid by the GOES from non-project resources. 

BCR will request reimbursement directly from AID for the 
disbursements it makes to the implementing agencies. Such disbursements 
will be made on the basis of the documentation that AID normally 
requires. 

2. HG Loan 

The Republic of El Salvador, acting through the Ministry 
of Planning or Finance. will be the HG borrower. It is expected, however, 
that the BCR will act as financial agent for the Ministry in negotiating 
the loan with a U.S. investor, acting as depositary for the funds and 
managing loan repayment. The BCR will charge a one-time 0.5% service 
fee for its services. The GOES will assume the foreign exchange risk. 

MinPlan,in conjuIlction with the Vice-Ministry of Housing 
and Urban Development (HUD) of the MOP, will set up a system for 
allocating the HG and GOES counterpart funds to the implementing agencies 
so as to obtain the most rapid use 0f funds in a manner consistent with 
achievement of the project purpose and planned outputs. Flexibility will 
be allowed in allocating HG and GOES counterpart resources among 
activities in the same phase. However, the basic distribution of 
resources between phases will not be modified. 

MinPlan and HUD will prepare the request for draw downs of 
HG funds and obtain from the implementing agencies the necessary supporting 
documents. Over time, the primary responsibility for this function 
should shift from MinPlan to HUD as the Vice-Ministry develops the 
capability to coordinate shelter sector programs. 

Advances of HG funds will be provided to the GOES. Requests 
for drawdowns, induding advances, will be approved by RHUDO I ROCAP). 

II Funds will be disburs~d to MinPlan for 
project evaluations 
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V. IMPLEMENTA,!,!ON ARRANGEMENTS 

A. Obligation of Funds 

1. Development Loan and Grant. A single project agreement will 
be signed. The Mission believes it can sign the agreement within two 
weeks from the date of the signed authorization is received. A second 
quarter obligation (i.e. before March 31, 1980) is anticipated. 

2. HG Loan 

There will be four legal documents associated with the HG: 

Implementation Agreement signed by AID and the implement
ing agencies of the GOES setting forth the agreed use of HG and related 
counterpart funds. 

Loan Agreement between the Ministry of Planning or 
Finance, acting for the GOES, and the U.S. lender covering the $15 million 
HG loan (there may be the need to contract the $15 million in two or more 
parts because of the four year implementation period). 

Contract of Guaranty between AID and the U.S. lender 
providing for the full faith and credit of the U.S. Government. 

Host Country Guaranty between AID and the GOES providing 
the full faith and credit of the GOES in the event of payments by AID to 
the lender under the Contract of Guaranty. 

The Implementation Agreement should be negotiated and 
signed soon after Project Authorization. It is expected that all these 
documents will be signed by June 30, 1980. 

B. Implementing Schedule 

The Project is planned for completion within 4 years. However, the 
Majority of the project is expected to be completed in 18-24 months. A time 
phased implementation plan is shown in Figure 4. 

C. AID and RHUDO Monitoring 

At the present time USAID/ES does not have the capability to 
adequately monitor the project. Due to the difficult political situation, 
Mission manpower levels are at less than 50% of authorized ceiling and 
several.. large new programs have recently been authorized. The Mission 
repeats it many requests for immediate assignment of additional direct hire 
and PSC personnel to USAID/ES. Specifically, an urban development officer 
and an assistant capital development officer, a U.S. engineer and rural 
development officer will be the minimum needed for adequate monitoring. 
Engineering services could be obtained through PSC or a regionally-based 
engineering office. If such staffing additions are not forthcomitig, it is 
anticipated that ROCAP will provide active implemantation assistance. 



Figure 4: PHASING OF PROJECT ACTIVITIES 
BY FISCAL YEAR AND QUARTER 

PHASE/ IMPLEMENTING AID COSTS 1980 1981 1982 1983 1984 

ACTIVITY INSTITUTION ($000) 
1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 

PHASE I: 

1. Basic 
Services DIDECO 6,000 DL - P 0 

200 DG 
2. Horne 

I 

Improvements FEDECACES 4,000 HG • ; . 
FEDECCREDITO 50 DG 

3. New Shelter 
Solutions 

L.II 
IVU/ FNV I 

L.II in SSMA 5,500 HG • , • 
I 

4. Agrarian 
Reform 
Support ISTA/BFA/OTHER8 2,000 DL • ~ • 

200 DG I 

5. Micro- • i ---
Enterprises BFA/CENTA 2,000 DL • : • 

150 DG 
6. Planning for 

Phase II MOP/'W:,jD 250 DG , , 
• 

I 

PHASE II: I 

I A. Marginal 
I Community 

Upgrading in , , 
Secondary 
Cities. -1VU'FIJV 5,500 HG 
Project 

I Evaluation. ilINPLAN 100 DG ~,. 

T ') T A L $ 25,950 
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As project activities are expected to start on the date of 
authorization (i.e. in March, 1980) and the Mission may still find it
self short-handed at that time, USAID/ES proposes to hire two personal 
services contractors, pr.eferably Salvadorans, to moniter the DL and HG 
funded portions of the Project. These contractolswould be hired for a 
short period (e.g. three months) and renewed until DH personnel become 
available. They would be oriented in their work by Mission personnel 
who have been involved in Project Dev~lopment (for DL funded activities) 
and by RHUDO/Tegucigalpa for the HG funded activities. The contractors 
would be financed with PD&S funds. 

D. Conditions, Covenants and Negotiating Status 

There are several conditions precedent to disbursement and covenants 
that are necessary to facilitate adequate project implementation. These have 
been included in the Draft Authorization (Annex F) for the DL funded por
tion of the project. For tIle HG funded activity, the following Cpls are 
required prior to procedin~ with Phase II: 

(1) GOES achieve the outputs specified under the Planning for 
Phase II act:'-ity (Establish Secondary Cities Program Unit; 
D."veJ. -'l' Hlm -. rogram) . 

(2) lVU has prepared designs for ne\., shelter solutiolls to be built 
in secondary cities. 

(3) HUD has completed overall shelter needs studies for at least 
2 secondary cities. 

(4) HUD has developer: shelter se:~tor coordinating and monitoring 
procedures. 

(5) HUD has developed minimum urbanization standards. 

(6) HUD has de\"eloped site legalization policies and procedllres. 

(7) GOES has adopteu a consistent interest rate structure for 
financing of new shelter solutions and home improvements. 
This structure should be based on unsubsidized interest rates, 
cover all GOES housing institutions that will participate in 
Phase II ac:ivities, and provide f0r rate equalization between 
loans in the SSMft and secondary cities. 

Basic policy que:_~tions have been discussed with GOES l)fficials and 
there is agreement on the broad outlines of ::he program. Numerous de
tails remain to be solved during implementation. None of them is expected 
to cause any significant delay in implementation. 

http:Deve!.ip
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f.O. 12065: r~/A 

IINFORMATlON COPY] 
T AGSr 

SUBJECT & DAE C R t:v lEW OF MARGI NAL Cot1N UNI T Y IMPROVEMENT P] 
, . 

1. T HI:. DAE C Rl:.V IEWED AND APPROVt:D THE SUBJC:CT P ID ON 
JAri. 18, 1980. THE. FOLLOWING GUIDANCE IS PROVIDED TO . 
ASSIST THI:. MISSION IN PREPARING THE PROJECT PAPER. 

2. INSTITUfIONAL ARRANGEMENTS. UlIDER TUt. PROJECT SEVERAL 
INST IT LIT IONS \,JILL BE GIVE.N RESPONSHHLlTY FOR r;1PLEMENTING 
VARIOUS ACf IVIIIES. BECAUSe: MAI~Y OF THl::SE IIJSTlTUTIONS AR 
ORIENTED TO~'ARDS Si.RVICING THl:. MIDDLE CLASS, THE MISSION 
SHOULD i..\AMINE THE WILLINGNESS AlW CAPACITY OF THE lt~STI-
TUT IONS TO LEND TO PEOPLE WITH LOW INCOMES. THE MISSIOtJ 
SHOULD CONSIDER I~Ar1IIJG ONE INSTITUTION AS OVERI\LL PHOJECT 
COORDIi~ATOR. ItJ SELECTING A POTENTIAL COORDINATUR THE 
MISSION SHOULD TAKi INTO CONSIDERATIO~ THE ARRANGEMENTS 
FOR ALLOCAT ING AND TRANSFERRING PROJECT FUIJDS i\MONG THE 
INsr IT ur IONS. T:-II:: PP SHOULD DESCRIBE THESE ARRANGEMENTS 
IN DETAIL ArID IT sroULD IDENTIFY Hte: INSTITUTION THAT WILL 

BE T ru. BORR{)WEH FOR THE HG FUNDS. T HC: PP SHOULD ALSO 
Di:.SCRIBi. HOW THe: PROPOSED FSV/IVU FINA(;CI~:l.l/COtJSTRUCTION 
ARRANGU1EI~T, HAS WORKED IN THE PAST. BECAUSE MAt'-jY OF THE 
ACf IVIT 1I:.S PROPOS!:.O IN THE PID wILL BE IMPLEMENTED BY 
,INSfITUIIONS THAT WILL BE H,EAVILY INVOLVED IN OTHER 

PROJECTS FUNDLD BY A.I.D. AND THE WORLD BANK, THE MISSION 
SHOULD t.XAfrlINE THE CAPACITY OF THOSE INSTITUTIONS TO CARkY 
our ALL OF THE PROJeCTS IN A TIr1ELY MANNER. IF IT IS 
FOUND THAT THJ:: INSTITUTIONS NEE.D ADDITIONAL ASSISTANCE, 
SUFFIClfr.rf RESOrncl:.S TO MEE.T THAT NEED SHOULD BE PROVIDED 
FOR IN THl:: PROJECf. 

3. Rt:LAT ION TO OTHER PROJECTS. THE PID PROPOSES SEVERAL 
A cr IVIT IE.S THAT ARE SIM ILAR TO PROGRAMS THAT WILL BE 
CARRIED our IN OTHeR PROJECTS. FOR EXAMPLE, THE COMMUNITY 
UPGRAD 1 NG ACT I VIr Y WI LL CARR your MANY OF THE SAME TYPES 

OF SUB-PROJECT S AS T HE EMERGE NCY EMPLOYMENT PROGRAM; THE 
M ICRO~ENfl:.RPRISE Ace IVITY CLOSELY RESEMBLES THE SMALL 

II, (":; '=.; I ." . t· ,- .. 
... ! • 4 ~. •. , ." 

CLASSIFICATION 
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PIWDUCc.R DEVl:.LOPMI::NT' PROJECT; "IJD IHE INORLD BANK'S Annex A 
lflBAU Dc.Vr-.LOPMENT I I I LOAN INILL CONTAIN MAt~Y OF JIIE SAME Page 2 of 3 
KHVS OF ACTIVITIES AS PROPOSED IN THE PID. THE PP SHOULD 
DISCUSS: THE RI::LATIONSHIP BETWEEN THIS PROJECT AND THE 
OTHERS; HOW DUPLICATION WILL BE AVOIDED; ANn WHETHER SOME 0, THE PROPOSI:.D ACI IVITIES COULD BE SHIFTED TO THE OTHER 
PROJECI S. 

4. PROJECT PLANIHNG. THE PID PROPOStS lHAT THE PROJECT BE 
IMPLa1ENTED IN tINO PHASES. UNDCH THE FIRST PHASE, 
II1M!:.D iAT f.: AC110t~ PROGRAMS T HAT ADDRESS T HI:. EMPLOYMENT 
PROBLEM At~D THi. LACK OF BASIC SEBVICES IN MARGINAL SETTLE-
MEtlf S IN ILL Bf:. FUNDED. THe. PP SHUULD, CLEARL Y DESCRIBE 
THESi:. PROGRM1S AS WELL AS THI:. SI::QUENCE OF ACTIVITIES E.G. 
ORGANIZAT ION uF (()USl:.WIVI::S CLlIOS, HIRING AND TRAINING OF 
ADDITIONAL STAFF FOR LENDING IIISTITUTIONS, REQUIRED TO 
IMPLEMEt-iT THE. PROGRAI1S .. CRIIEHIA FOR SELECTII~G THE 200 . 
S£lTLEM~I~T S TO RECEIVE ASSISTANCe. UNDER PHASE I SHOULD. 
BE INCLLOE.D IN THIS DESCRIPTION. UNDER THE SECOND PHASE 
OF THe: PROJECT RESOURCES WILL 8E PfjOVIDED TO BRING ABOUT 
BASIC INSTITUTIONAL AND PROGRAHMATIC CHANGES IN THE HOUSING 
SiCIOR. THE PP SHOULD DESCRIBE THE KINDS OF CHANGES THAT 
ARE Nt.E.Di:.D AND HOW THI:.Y INOULD BE PROMOTED THROUGH THE 
PROJECT. AN ASSESSMENT OF THE GOVERNMENT'S CAPACITY TO 
CARRY our SUCH CHAr~GES SHOULD BE INCLUDED IN THE PP. 
T Hi OBJECT lVES OF THIS PROJECT PHASE SHOULD BE BASED ON THE 
FItVINGS Arm Ht:COMMENDATIONS OF THE SHELTER SECTOR 
A SSES~~ NT PR~S~NTL Y UNDER PREPARAT ION. 

5. PROJECT EMPHASIS. IN VIEW OF THE PHESS.ING NEEDS or THE 
,COUNTRY'S POOR AND THE POLITICAL SIIUATION~ THE MISSION 
IS URGED TO BUILD FLEXIBILITY INTO THE PROJECT'S DESIGN 
Arm FINANCIAL PLAN I I~ ORDER THAT MAXIMUM SUPPORT CAN BE 
DIRECTED TO THOSE ACTIVITIES HAVING A DIRECT IMPACT ON THE 
POOR AND INH~, CH CA N BE IMPLEMEIH ED D UR I tJG T ME FIRST YEAR 

OF THE PROJECT, E.G. HOME lMPROVEMENT SUB-LENDING AS 
OPPOSED TO THE MICRO-ENTERPRISE ACTIVITY. A SCHEDULE OF 
ANT'ICIPATED DISBLRSE:MENTS COVERING THE FIRST YEAR OF THE 
PROJECT SHOULD BE rr~a.. UDED IN THE PP. 

t 6. TEIJEMEtIT (MESOIIES) UPGRADING. THE PP SHOULD DISCUSS 
PAST EFFORTS TO UPGRADE TENEMENTS. THIS DISCUSSION" SHOULD 
BE RELATED TO CULTURAL CONSIDERATIONS SUCH AS THE TARGET' 
GROUP'S PROPENSITY TO PAY RENT AND ITS WILLINGNESS TO ' 
FORM roOPERATIVES OR OTHER COLLECTIVE ORGANIZATIONS. THE 
PID MEra IONS TH~ TECHNICAL SERVICE ORGANIZATION (ISO) AS 
ONE POSSIBLE TYPE OF ORGAN IZAT IONAL ARRANGEMENT FOR uP-
GRADING TENEMENTS. THE 11ISSION SHOULD INSURE THAI SUFFI-
C lUff FUND SWILL BE AVAI LABLE TO KEEP THE T SO OR ANY OT HER 
ORGANIZATION THAT MAY BE SELECTED, IN OPERATION THROUGH 
T HE CRUCIAL START-UP PERIOD WHEN THEIR INCOME WOULD BE 
MINIMAL. 

7. HOME IMPROVEMENT LENDING. THE PP SHOULD DESCRIBE THE 
MECHAtJl9'1 FOR PROVIDI NG HOME IMPROVEMENT LOANS AS WELL AS 
THE CRITERIA FOR SELECTING INDIVIDUAL BORROWERS. 

U f'JC)...ASSIFI ED 
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8. INTc.RI::ST RATES. THt:. PID NOTES THAT THE FSV, THE MOST 
LIKELY R:':CIP.I£NT OF PROJECT FUNDS, HAS HISTORICAllY 
CHARGED R£lAI IVELY LOW INTEREST RATES CONPARED TO THE COST 
OF CAPITAL AND EL SALVADOR'S AV£RAGE RATE OF INFLATION. 
THE MI SSION SHOULD I NS~E TJIAT THE INTEREST RATE CHARGED 
IN PROJECf Stj3-LEt~DING ACTIVITIES ADEQUATl_'{ COVERS THE 
CGST OF ALL OF THE PROJECT'S HJNDS, PARTICULARLY HG 
F Urili S. 

9. TECHNICAL CAPACITY. HIE PID STATES THAT IMMEDIATE 
ACI IONS TO PROVIDE BASIC PUBLIC SERVICES TO THE 200 
MARGINAL COMI"J'JtHTIES WILL BE TAKEN BY IVIJ AND FSV. THE 
PP SHOULD ASSeSS THE TECHNICAL CAPABILITY OF THOSE 
I N:)f IT UT 10 NS TO IMPL [MENT THE PROPO SED WORK AND DESCR 18E 
HOW THE ENGINEERING AND CONSTRUCTION FUNCTIONS WILL" BE 
CARR I ED 0 lIT • 

10. IMPLICATIONS FOR MISSION MANAGEMENT. THE PROJECT IS 
COMPL ICATED AND WILL lIL DIFFICULT TO IMPLEMENT. THAT JOB 
IS MADE HARDER BECAUSE OF THE NUMI3ER OF AGENCIES INVOLVED. 
IN VIEW OF THE MISSION'S ANT:CIPAIED LOW PERSONNEL CEIL
ING IT IS E\PECTED THAT THE.lISSION'S ~TAFF WILL BE UNABLE 

TO FILl:. ALL PROJECT MONITORING RESPONSIBILITIES. THE PP 
SHOULD DESCRIBE WHAT PROVISIONS WILL BE MADE, E.G. REQUEST 
ROCAP ASSISTANCE, TO INSURE THAT' THE PROJECT IS ADEQUATELY 
MONITORED. VANCE 
8T 
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AID IOl5·3 ,;.,. LOGICAL FRAMEWORK MATRIX - ?ROP WORKSHEET 

Summary Objectively Verifiable Indicators 

~A-.71.~G~~~I-------------------------------------------t-A-.2~.--M-.-o-,-u,-.-m-.-"-'-Df--G-~-I-A-c-h-'-.-•• -men' 

To better the qual ity of 1 ife for the poor -Percentage of marginal communi! i~s having minim~l basic 
service increases. 

Subgoal 
-Percentage of low income famil ies having minimum shelter servi 
ces increases. 

To direct increased resources to programs whic -GOES upgrading and shelter production program' ceach 10,000 
help the poor to meet their basic needs for families a year by 1985. 
minimum shelter and productive opportunities. -All Goes supported ho~sing institutions have programs to assis 

families with incomes below the media. 

8.1. Purpose 
To assist GOES to meet immediate needs for com 
munity physical services, minimum shelter and 
productive opportunities for the p~or and 
improve GOES capacity to address basic needs 
of the poor in marginal communities in a 
comprehensive, coordinated manner. 

C.l. Outputs 

Phase I: 
Infrastructure improvements in marginal 
communities 

-Increased percentage of total housing sector finan, 'ng obtain
ed by the poor for shelter purcr3se and i-"provemellt by 1983. 

-Increased employment generation ?rograms that benefit marginal 
co~~unity residents init:ated by GOES. 

B.2. End of Project Status 
1. GOES budget for community basic services l~~rovements in 

marginal communities has increased by 100%. 
2. Portfolio of participating housing institutions in low inco

me shelter solutions has increased by ~, 100 loans and $15 
mi 11 ion. 

3. Portfolio of participating f:nancial institutions in home 
improvement loans for low income families has increased by 
3300 loans and $4 million. 

~. Coordinated GOES programs prepared for marginal community 
upgrading an~ meeting overall shelter needs in at least 5 
secondary cit,es. 

C.2. Output Indlcctews 

Physical services improved in 500 cummunities 

ANNEX B 

Important AUlump,jon~ 

Political Stability achieved. 
Programs supportec by other donors 
implemented as planned. 

B.3. (ciS "f!lat~d to purposr) 
Qualified directors re~in as heads of key 
institutions involved fn project implementa
tion. Housing sector institutional and 
financial structure rationalized. 

C.3. (Q5 related to (JUtPUI5) 

Inflation rate doesn't exceed rate projected 
in PP. 

Home Improvements 
Shelter Solutions 

5,300 dwelling units improved (sites legalized). No shortage of building materials. 

Agrarian Reform Settlement Improvements 
Productive Activities 

Phase II: 
Coordinated community upgrading programs 

4,100 shelter solutions 
50 Settlements assisted with production and shelter credit. 

2,230 new small businesses initiated 

Programs imp'lemented in marginal communities of at least 2 se
con~ary cities. lncludes mix of home imnrnv~ments. site legali ___________________________________________ -l~a t lon, ba s ~c:: _ t>hys~s:al services and new shelter so lu tions to b'1-______________________________________ _ 

D.1. Inputs aeternu..ned Qur'.tng - base I. 0.3. (a~ ,.dated to inputs) 
0.2. Budget/Schedule AID 

GOES ~D~L--------~D~G~------~H~G TOTAL 
Investor can be found for HG loan. 

Funds for commun i ty basil. services .,450 4,000 5,450 
Credit for house improvement cmd shelter loans 3,700 15,000 18,700 
Funds for Agrarian Re form Support 500 ~,OOO 4,500 
Credit for Productive Activities 2,000 2,000 
Funds for Technical Assistance 950 950 
GOES Administrative costs/Borrower Contribu-

tions. 350 350 
6,000 10,000 950 15,000 31,950 
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se(1) - COUrlTRY CHECKLIST 

listed t·elC''-I He, (lnt, statutory crHeria appl icable generally to FAA funds, end then crHer1a 
tpplfcable to individucll fund source~: OevelcpOient Asistance and [conomic Support Fund. 

A. G[r;rp..AL CRITERIA FOR COUNTilY ELIGiBILITY 

1. FAA Sec. 1~6. Can It be d('!r.onstnted that 
conte~pldtca dssistdnce wi~l directly b~nefit 
the r.eedy7 'If not, has the Depart..,ent of 
State c!etennincd that this goverl,ment hilS 
engaged in a consistent pattern of gro$S 
violations of internationally recognl~ed 
human rights? . 

2. fAA S('c. (Bl. Has it been detenni"ed thet 
the gover~~ent of recipient country has fail~d. 
to taLe ade~uale steps to prevent narcotics 
drugs ~nd ot~er controlled sub~:ances (as 
defined by the CV"~rchenslvc Druo Abuse 
Prevention dnd Con~rol Act of 1570) produced 
or processed, in hhole or In part, in such 
country, or tran5~ort~j throu9h such country, 
from being sold ilhgal1y ~dthill the juris
diction of such country to U.S. Gov~rnm~nt 
perS0nnel or their dependents, or from 
entering the United Stdtes unlawfully? 

~. fAA Sec. 620(b). If a5Sis~ance Is to 
a gover~~ent, has th~ Secretary of State 
determined that it Is not controlled by the 
lnterr.~tio'1al Co~rnunist movement? 

4. 'r~A Sec. 620lU. If assistan.:e is to 
goverf'-t:nt, 15 tr.e government li3ble as 
debtor or ~nconditional guarantor on any 
,debt to a U.S. citizen for oood~ or services 
furnished or orde~ed where la) such citizen 
has exhdu>ted available legal remedies and 
(b) de~t is not denied or contested b.Y such 
goverr.r.ent? 

s. 1. If assistance Is to 
a c;ovu::r., • OdS It Including government 
agrr.~ies or s~bdivisjons) !~kcn any action 
which has t: effect of nitionalizing~ . 
expropriating, or otherwise seizing owner
ship or control of property of U.S •. citlzens 
or'entities beneficially owned by th~ with
out taking steps to diSCharge its obligations 
toword such citizens or entitles? . 

Project will benefit the country1s 
needy poor .. 

·EI Salvador takes adequate steps to 
pre'vent narcotIc trafic~· 



6. fM Src. 6;0I~ ('70!f); n 79 Ape. Act, 
~t'C. If;,i. 11.: ~na C~·'lI.' J\ rrclplent country 
a'lO'l:·'.)nlH cDuntry? .... i11 aHIstc\n:e lie pro
,1d('d to tht' Socia1i!.t i:rpublic of Vietnam, 
(ull>odia, laos, Cuba, U9andl, ~:ozambiqut, or 
IJlgola7 

7. ~~S_('-:, ('20J..!l. Is reciple,nt country 
In any 1'""y--;n;Qlvro in (a) suLJversion of, or 
military aggression against, the United States 
or an,v cOllfltry r(ce;,in~j U,S, ass;~tznce. or 
(b) tile plclnn;ng of such 5\Jhvers lon' or 
aggrcs~ion7 

8. . F AfI Spc. 620 (j}. lIas thl! C oun try permit ted 
or failed to ta~e ~dc~uate measures to prevent, 
the damage or destruction. by mob Ictlun. of 
U.S. property? 

9. FAA S(!r.. (,20(1).' If the country has,failed 
to i'iiTI1Ti:~.:--;nvestnlc;'l~ <Ju~ranty program 
for the ~pecif;c risks of expropriation, incon
vertibilIty or confiscation, 'has the AID 
Administr~(or within the p3st year considered 
deny!ng assistance to such government for this 
rCd~on? 

10. FAA Sec. f?O(o): Fishe~ents Protective 
t-ct 011';7 7 ,,_~'\E~-5l':'-,-2.' JT country 
t,as sc'l~ed, cr i:,:;JGSed all)' \-.:nalty or sanction 
t.ga!r.st, ~~~ U.S. fishi~9 activities In 
Internttio~al ~aters: 

a. has any deduction required by the 
Fisher.:len's Protective Act- been made? 

b. has c~;Jlete denial ofassfslance 
been considered by AID Administrator? 

11. F",A. Set:. 620; ry 79 Aro. Act,S~c. 503. 
(a) I s the gJ\'c:rr.~ent of the recipient country 
In defaul t for I',ore than Ii "-:lnth, on interest 
or principa1 of any AID loan to the country? 
(b) h country in r.efault e:x.ceeding one year 

,on Interest or principal o'n U.S. loan under 
~ogram for which App: f,ct appropriates 
funds? ' 

12. Ft,~ S('~6~. If conte~plated 
as~lst~n(e 1~ deY(,'ol~ent lOJn or from 
[concnic SU")[lDl't fJ'1d,has the /,dministrator 
taten into o((Gunt the percent~ge of the 
country's bud~et which is for ~illtary 
expenditures, the ~movnt of foreign e~change 
spent 'on mi 1 ita~y equipment and the 

ANNEX C 
Page 2 of l~ pages 

No. 

No. 

nu, 

El ~,lvadorhas instituted the 
Investment G4ijranty'Progra~. 

El Salvador has not sei~ed or imposed 
penalty against any U.S'. fishing actiyl 
ties in international waters. 

Yes. 9.2 percent of the current 
national budget is assigned for military 
expen,ses. Of this am~un.t, $10,000,000 i 
to be expended on mil'itary equipment. 
The Goes h~s not purchased sophisticated 
,weapons. 

http:sei.-.ed
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A.12 • 

• ,nQunt ~pt'nt for the pur~hAse of ~ophlst1cated 
~rarons sy.t~s7 (An Jffirn~tlve ~r.s~cr "-Jy 
refer to the record of thr annual "TJ~in9 Into 
Consic:(.'r~~'cn" r"L~'O: w\'es, H reported In 
annual rc;,crt on i;:',tll(""'ent~tio' of Sec. 6~0(s).· 
11115 rcr-.~rt h ~rc~arl'd at tinle of ~Dproval by 
thl:' '\c-,inistrJtor of tll~ G~erational \'Nr ~udCjet 
and Cln tt' the basis for an aff i r"at ive lnSI.c>r 
during t~e fiscal year unless significant Chan~!s 
in c.ircv::1s~nces occur.) 

n. r~~ 5r c, f?OIU. H~5 the c'O'Jntry S'1vcred 
dipl(l',atlc-;:e1d':,on~ with the Linited StHes? 
I f so, r.!\,e thry been rC5u,ed ar.d r,3Ve r.ew 
bilateral lssistznce agrce~e"ts been r.e9Qtiatcd 
and entere~ into since such resu~ption? 

14. F;,~ ~(c, El9J.cl. \"h~t 15 ,the r,ar~'ent status 
of H,e c:~~,:ry's u.n. obligatic.r.s? l~ tt:e c:luntr 
15 1n Hn!n, liue sllch HreJrac;es tJken ir.to 
acc(''Jnt h th:! AiD ,~binls~rator in c~tenr:ining 
the curre~t AID 'Operational Year L~dS~l1 

ANNEX C 
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No. 

From' information avai lable 'to the 
Mission, El Salvador is me~ting i 
UN oblisations. 

15. fP ~~c. 620A. >Y7'l :~'), tr.t. C;,,-:.' E~7.llas No.' 
the co::n:rl grzr..to ~:U)r;lI'::::~ 1>' u,~c:Jt1cn to 
any lr.div1~:;~1 or grou;J,\,l:Jich has CO:,:1jtte::l an, 
act of',i~ternatlonal terroris~? 

16. rp SfC. 666. Do~s the cou'ltry o~jr:ct, on 
b~sls-Olrzce.r=eligiclI, n.Hi"n'!l orig~n or 
sex, to t~e pre~~1ce or"~f1Y officer or C7,;>loyee 
of the U.S. th~re to carry c~t eccr.~wlc 
dl·velc~,-::r.~ ;;rc~rar:l L!n:!cr fl.:,? 

17. ff.,a. ~ec. (;69, 670. H05S the country. after 
August 3, l':J77, d~11vered or receiv~ nuclear' 
enricr~Ent or reprocessinQ eouir.-ent. r~terials., 
or tech:-,ol::igy, wit:,out ~pfcified HrJ,1gcc.cn~s or 
safeguards? HdS it dttonat~d a r.uc1e~r ~evice 
after ~u;ust 3, 1977, a1thcu~h ~ot a "nuclear-', 
\oIt'~pon 5t~ te" under the ncnprol i ferat Ion treaty? 

FL!'ID1f;G U'IHPIA FOP. COI.":T?Y ElIGlf\lllTY 

1. Ot'v~lc?~cnt AS3ist2nce Country Criteria 

a'. r:~ 5ec. l(1:?(h II ~ 1. l-'05ve crite~;a been 
establ1sQln: tJI,en inlo accour,t to assess 
co~itrent progress of country in erft'c~ivcly 
lnv')lvi-~ tLe poor in d!;vclO;Jlr,rnt,' on wch 
lnde~es ~s: (1) increJsc in l~ricultural 
pro~~ctivity thrc:Jgh s~~ll-fl~~ labor intensive 
agriculture. (21 reduced infJn\ r.,arta1ity, 
(3) con~rol of population 9rc~lth, ,(4) equality 
of lncer-,e dlstributicn. (5) rc:ll'ction of 
un~ploy::-,ent, and (6) increased Hterolcy1 

No. 

El Salvador is cOlMlitted to involve 
the poor 'in the development process 
by carrying out sevetal prdjecl~ to 
address their needs in the agricultural 
health, nutrition, housing, e~ployment 
and other 'sectors. 

http:ecencr.ic
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b. fA/.. ~('e. lO((r1lill. If appropr,iate. is 
thh ~CYrlc.~".:nt (Includlr.g Sahel) clctivity de:.;"n 
to build r,;otivcltion for s"'-,clller f~mllics through 
~odificaticn -of eer o~ic and \oci~l ccnditions 
SiJPport ive of the c .ire for lar']c fJr:1i lio in 
progra,~\s such ciS education in an~ out of school, 
nutr I t ion, ci H3se control, r;',JtcrnJ I and chi ld 
hfa:~h services. agricultural pro~~ction: rural 
devclop:;:en~. ar,j clssistanee to ur::an poor? 

2. fcono:,ic SIIDr>ort f'urd Country Criteria 

a. PiA ~!'e. S02g. Has the country en~aged 
In a COnSlsttnt pJltcrn of 9ro~s vlolcltions of 
lr.lcrnH i on~ lly rL<0~ni7 "j hu!~an rig,f,t~? 

b. f,~.6 5ee. ~J3(b). \JIll ass~~tznee under 
the Souu-,ern :'1 r lea ~rc~rdm be pro'lided to 
l".cll-):q'.Je, ;:n~oia, Tar,Junla, or Zd-::ia? If so. 
h~s Prfslc€nt cptemin.:'d (and relJorted to the 
(c~;rpS5) t~dt such ls~i5ta~ce will further U.S. 
forei~n policy interests? 

c. f:<A ~fC. f-09. If co::r:oditlrs cre to be 
grantee; sot> a ( 531 e' Drocp~~~ \~ill actrue to the ~ 
reci:;ient COJ,r,tr;. huye S~.:>cial ;'c:'ount (counter-
part) arrolr,jEf",ents been :Tdde1 -

d. n' 70 ~':'). ~ct,S'<. 113. l:i11 ilssis~,,"ce 
te f! roy i c.:: --(cr-t-~~Cr~c-;-;--o-(-a ; c i n'J d i I' rc t 1 Y thl 
effcrts of t~e C~yer~~f~t of 5~:~ c:~ntr~ to 
re~r~5S t~,e iEJ;~ir.Jte r;r.'1ts of the pC;J:llatiun 
of !uch cc~~:r; contrarj io the Universal 
Declaration of HL~dn Rights? 

f. F~6 So:>c. 620g. \Jill security surilortlng 
a5si5tan~! ~e {urnlsned to Argentina after 
Sept~ber JO, 19787 

1.""H'l/ltd'.J"C'OK J, Ipp ~(( I J . 
_ ______ ..J 
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NO 

N/A 

N/A 

N/A 

~/A . 
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5C(~) - PROJECT CHECKLIST 

Listed below are statutory criteria applicable generally to proj~cts wfth FAA funds and project 
criteria lpp11cable to individudl fund sources: Development Assistance (with a suLcategory for 
criteria applicable only to loans); and Economic Support Fund. 

CROSS REfERENCES: IS cournP.Y CHECKLIST UP TO DATE? 
HAS STi.I/lJARD l1lM CHtLKLlST I:lllN REVIEWEO fOR THIS PRODUCT? 

A. GENERAL CRITERIA FOR PROJECT 

1. FY 79 APr' Act IJ~~l.-~credi FfIA Sec'. 653 (b 
Sec. 634/1 • a ) LJe5crr;e-how C~r11Ilees on 
ApprotJriations of Sc",lte and House have been 01 
will tJe notified cor.cerning the projEct;, 
(b) is assistarce within (Operational Year 
Budget) count!':, or interr:atior.al cr9anilat10n 
allocation repurted to Congress (or not more 
than $1 million over that f1gure)? 

2. FAA Sf'c. 6 1_1 JaJLU. Prior to obI igat ion 
in excess of nOO,OCJo, will there t'e (a) engi
neering, financial, 2nd other plans necessary 
to Cilrry Ot;t the assis ~an:e and (b) a rcasonabl 
finn estimate of the cost to the U.S. of the 
assistance? 

3. Uv'l~!]}i~1ln. If further legislative 
action is rpquireJ l/i'Lr.in rf:cipicnt country, 
what is ~dsi!) for rCilsonable expeccation tt.at 
SUCII action ~/ill be cor;:pleted in time to permit 
orderly accomp11shment of purpose of the 
assistance? 

4. rM Sec. 611 (b'-L~ 79 AJlJl~t~J.Ql. 
If f'Or~/ilter or water-related land lrsource 
construction, has project met the standards 
and criteria as per the Principle!) and Standard' 
for Planning Water and Related Land Re!)ources 
dated October 25, 1973? 

5. FM S~c. 6]Jhl. If project is capital 
assi5tance (e.g., construct ion), and all 
U.S. assis~ance for it will exceed 51 million, 
has Mls~irn Director certified and Regional 
Assistant Ad"limstrator' tay,en into consideratiol 
the country's carability effectively to maintail 
and utilize the project? 

Congressional Notification has 
been processed. 

Yes. 

Urgent needs, repeated public 
statements, promises made to 
other International Financing 
Agencies (rBRD). 

N/A 

Yes, (See Annex D, Mission Director's 
Certification) 

6. FAA Sec. 209. Is project sU5ccptible of No, 
execution as part of regional or nlultilateral 
project? If so why 1s project not so executed? 
Infonnation and conclusion I>.'hether (!ssistance 
will encourage regional development programs. 
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A.. 

7. rAA Sec. f,Ql(~} .. Infonnatlon and conclusions 
",I,cth!:r P,oJE'C t IIi I I E'nCOUI'anE' efforl s of th~ 
country to: (~) inCrE'llSr tht' floll of intc·rnational 
trade; (b) foster privatr initiative ~nd co~petf-
t ion; (c) rncoura,]!.' dt'velo[l:'':nt and usc of 
(Go~cratives. credit unions, and savin~s and loan 
l~50ciations', (d) discour.~(' :~onorolistic prHtices; 
(e) inprove tl'chnical efficiency of inJustry, !9ri
culture and cor·r:1erce; .. nd (f) strengthen free 
labor ur,ioros. 

8. rAA S('c. f.Ol!hl. Infunnation and conclusion 
on hOIl project wll1 c~courage U.S. privutc trade 
and inves~n;(f'1t abroad and ('.1lDurage pri'va~f U.S. 
participation in foreign a~sistance pr09r~~5 
(including use of private tra~e channels and the 
services of U.S. private enterprise). 

9. rAIl S('~~litJ.; Sec. 636!~. Dpscrit'oe steps 
talE'n to aSSur,: Lr.~t, tC' t/le I.axinum e>~ent poss; 
ble, the coun~ry is contributing lccal currencies 
to meel the cost of contractual and other service 
and foreign currencies ("\'n!:d by the U.S. He 
utilized to n~et the cost of contractual ~~d 
other services. 

10. r~" Sf'c. 61e! dl. Does tr.e U.S. own excess 
forr1~ncurrcl1:yGrt"e cC"Jntry ane, if so, ~Ihat 
arrangcITlents t,dve Leen mace 'for its release7 

11. FtA Sf'C. fOl(cl.. \-I1l1 the project utilile 
cOr.1;JetTt1\c ~l;l"'c::-ion proce:iures fCJr the atlarding 
of contracts, eXc~Dt where applicable rrocurement 
rules allow othe""ise7 

12. n 79 A:Jp . .klt Sec. 608. If !s~lstance 15 
for the prOjuctlon of ~ny co~"odity for e~port. 
Is the <.:onr:1odity I ikely to be in surplus on Horld 
ffiar~ets at the time the resulting productive 
caracity b('cc:.:f'S o;Jerative. and is such assist~nce 
li~rly tu CdUS2 sub~tantial inj~ry to U.S. 
producers of the sane, sir.1ilar, or co;r.petlng 
c cr.mod i ty 7 

8. fU!IDJr:G CRITERIA rOR PROJECT 

1. Development ~s~istance Project Criteria 

a •. YJA S('_c~lbl' lll-L11J; {~: 
[xtent to 11111CII Jct1\'l~1. \a1etfective.ly 
fnvolve the ~oor in developnent. by extending 
access to econo~y at local level, increasing 
labor-intensive production and the use of 
appropriate technoloay, spread~n9 investmfnt 
out frC'm cHies to snlclll towns and rlJ~al areas,' 
.and fnsuring wide participation of t~e.poor In 
the ~eneflts of Gevclopmcnt on a sustained. 

ANf~EX C 
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The Project wi II foster private 
initiative and "ill directly encourage 
development of community organizations 
in the housing sector and will in
directly encourage o~her activities. 

U.S, private trade ?nd investment abrpqd 
will be directly supported through pro
motions and development of shelter 
activities, us private inves~or will 
lend HG funds. 

The host country is providing counter
part contribution to the project in 
local currency. No U. S. owned forf~ign 
currencies are available for utilization 
.in this project. 

Yes. 

No, 

This project is designed to benefit 
the poor by promoting improvement in 
:ommunity living conditions. 
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B,1.I. 

basis, u~1ng the appropriate U.S. institutions; 
(b) help develop cooper~tives, especially by tech
nical assistance, to a~sist rural and urban p00r to 
help themselves to· .. ard better 1 He, and otherwise 
encourage dl~ocratic private and local governnental 
institutions; (c) support the self-help efforts of 
developing countries; (d) promote the participation of 
women in the national economies of developing countries 
and the improvement of women's status; and (e) utilize 
Ind encourage rpgional cooperation by developing 
countries? 

b, FAA SfC. 103, 103ALJ.O~Q.~ 106-.lQl. 
Is assistance heing rf!oe available: (;~ude only 
applicable paragraph which corresponds to source 
of funds used. If ~ore th~n one fund source is 
used for project, include relev~nt paragraph for 
each fund source.) 

(1) [103] for agriculture, rur~l development 
or nutrition; if so, extent to which activity is. 
specifically designed to increase productivity and 
1ncome of rural poori [103A] if for agricultural 
research, is full account taken of needs of small 
fa.nners j 

(2) [104J for population planning under sec. 
104(b) or h~alth under ~ec. 104(c); if so, extfnt 
to ~:hich activity cqhasiles lOri-cost, integrated 
delivery systems for health, nutrition and family 
planning for the poorest people, wlth particul~r 
attention to the r,e~ds of ~;others and young 
children, using para~edical and auxiliary medical 
personnel, clinics and health posts, commercial 
distribut ion systems and other modes of cOlT11lunity 
research. 

(3) [105] for education, public admir.i
stration, or human resources develo~ment; if so, 
extent to which activity streGqthens nonfonnal 
educaticn, ~akes fonnal education ~ore relevant, 
especially for rural fa~ilies and urLan poor, or 
strengthens manage~ent capability of institutions 
enabling the poor to participate in development. 

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

. (f) technical cooperation and develop
ment, especia11y ~ith U.S. private and voluntary, 
or regional and International development, 
organizations; 

(11) to help alleviate energy probl!ms. 

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

(1v) reconstruction after natural or 
manmade disaster. 

Annex C 
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The upgrading of marginal co~unities 
will better the lives of the poor. 
Women will participate in Project 
implementation and administration. 

N/A 

Wages will be paid to the rural poor 
for wor~ on physical services projects. 
Credit will be made available to 
directly support productive activities. 

N/A 
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B.l.b. (4). 

(y) for specfal development problem, 
end to enable proper utflfzation of earlier U.S. 
infrastructure, etc., assistance; 

(vf) for progr~ms of urban development, 
especially small "1bor-intensive enterprises, 
lI1ar~.cting syst(>fi1S, and financial or other insti
tutions to help urban poor participate in economic 
and social develcpment. 

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

d. FAA Sec. llO{U. ~Iill the recipient 
country provide at least 25~ of the costs of the 
program, project, or activity ~lith respect to 
which the assistance is to be furnished (or has 
the latter cost-Sharing requlr~"ent been waived 
for a "relatively least-developed~ country)? 

e. fAA Sec. llO{~. Wnl grant capital 
assistance be disbursed for project over more 
than 3 years? 1f so, has justification satis
factory to the Connress been rr.ade, and efforts 
for other finanCing, or is the recipient country 
"relatively least developed"? 

f. FAA Sec. 2R1M. Describe extent to 
""hfch progrcr;JrCcO-9-"lzes the particular needs, 
desire$, and car~cities of the pc:orle of the 
country; utiliz(:s the country's intellectual 
resources to encourage institutional development; 
and supports civil education and training in 
skills required for effective participation in 
governmental and political processes essential 
to self-government. 

g. FAA Sec. 122(b). Does the activity 
gfve reasonable premise of contri~uting to the 
development of ecor-omic resources, or to the 
increase or productive c2pacities and self
sustaining economic growth? 

2. Development Assistance Project Criteria 
JLo~ns Only) 

II. FAA Sec. l??(b). Infonnatlon and 
conclusion on capucity of the country to repay 
the loan, Including reasonableness of 
repayment prospects. 

b. FAA Sec. 6?0(d). If assistance fs for' 
IIny productive enterprise which will compete in 
the U.S. with U.S. enterprise, is there an 
egreeGent by the recipient country to prevent 
export to the U.S. of more than 20: of the 
~nterprise's annual production during the life 
of the 10an1 

,,,::,, IIM-WaOOK 3, App 5C(2) 

Amlex C 
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The project is aimed at opening several 
new channels for credit and technical 
assistance to help poor participate in 
economic and social development. 

Yes 

Yea. During the implementation period 
of the Loan the host-country will con
tribute an estimated 25% of the project 
coat. 

No. 

, 
By improving living conditions among the 
poot. the p~oject will contribute directly 
jn the peopl~'s ability to participate 
in governmental and political process and 
will encourage private and local govern
mental institutions. 

Yes. 

El Salvador has the financial capacity to 
repay the loan. The terms of the AID loan 
are reasonable and legal under'the laws ~-
the U.S. and the host country. Addition 
ally, the country's exchange position 
currently indicates that dollars will be 
available for repayment 0.£ the loan. 

N/A 



3. rroj~ct Cr:terfa Solely for [conomfc 
support Fund 

B. FAA Sec. 531(a). Will this assfstanc. 
support prc~ote economic or politlc~l stabi111 
To the extent possible, does it reflect the 
policy directions of section I02? 

b. fAA Sec. 533. Will assistance under 
this thbpter be usnd for military, or 
paramilitary actiVIties? 

N/A 

N/A 

Annex C 
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5C(3) - STA~DARD ITEM CHECKLIST 

Lhted below are statutory Items "Ihlch (lornally will be covered routinely In those provisions 
of an assistance a9reement dealing with its Implementation, or covered 1n the agreement by 
imposing limits on certain useS of funds. 

These items are arranged under the general headings of iAl Procurement, (8) Constructlt~, and 
Irl nth~r Rp&!~lrtinns. 

A. ProcurelTY?nt 

I. fAA Sec. 602. Are there nrangements to 
penm1t U.S. small business to partic1pate 
equitably in the furnishing of goods and 
services financed? 

2. fM·Scc. 604(a). Will a~l corrrnodlty 
prC'CUremeni. financed be from the U.S. except 
as. otherwise determinec by the President or 
under deleg~tion from him? 

3. FM Sec. 60~(dl. If the cooperating 
coun~r)lljiscriminates against U.S. marine 
Insurance companies, will agreement require 
that marine insurance be placed in the 
Uni ted States on c(1'1',~odl ties financed7 

4. FAA Sec. LQ4(ej. If offshore procurement 
of agr1culturil-CO~modity or product Is to be 
financed, is there provision against such pro
curement when the domestic price of such 
comROdity Is less than parity? 

5. fAA Sec. 508(a). 'oIill U.S. Government 
eHess personaTrJroperty b.e utilized wherever 
practicable in lieu of the procurement of new 
Items? 

6., FAA Sec. ti03. (a) Compliance with require
ment 1n sect:on-901(b) of the Merchant Harine 
Act of 1936, as am'!nded, that at least 50 per 
centum of the gross tonnage of comnoditl~s 
(computed separately for dry bulk carriers, 
dry c~rgo liners, and tankers) financed shall 
be tran~ported on privately owned U.S.-flag 
(omT~rcial ves5els to the extent that such 
vessels are available at .fair and reasonable 
rates. 

7. FAA Sec. 621. If teChnical assistance h 
financed, w11l such a~sistance bt furnished to 
the fullest extent practicable a~ 'goods and 
professional and other services (~om private 
enterprise on • contract basis1 If the 

Yes. St~ndard procurement regulations, 
proced~re~ and £Qod commercial practices 
wi I I. be fOllowed under. the pr~ject. 

Yes. 

Yes. 

N/A 

Yes. 

Yes. 

Yes. 
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'.7. 
f~c111tics of other Federal agencies will be 
utilized, are they paritcularly 5uitable, not 
competitive with private enterpri~e, and made 
av.ilable without undue interference w~th 
dome~tic programs7 

B. International ~ir Trunsport. Fair 
Comp~titive Pract""_ps Act, 19711. If air 
transportotlon or per50ns or p~operty 1s 
financ~d on grant basis, will fJrovision be 
made that U.S.-flag carri~rs will be util1zed 
to the extent such service I~ available? 

9. FY 79 ApJl. Act Sec. 105. DOd the contraL~ 
for procurement conta,n a provision authorizing 
the termination of such contra~t for the 
convenience of the United States7 

B. Construction· 

1. FAA Sec. 6Dl(dl. If II capital (e.g., 
constructlon) proJect, are engineering and 
prnf('~sional services of U.S. firms and their 
affili~les to be used to the maximum extent 
consistent with the national interest? 

2. FAA Sec. 611(~. If contracts for 
constructlOn-are-to be finance~. will they be 
let on a co~p~titivc basis to ffidximum extent 
practicable7 

3. fAA Sec. 6cDJJj. If for'CGnstruction of 
product Ht enterprlse, wi 1 I aggregate value 
of assi;tance to be furnished by the United 
States not exceEd ~lDO million7 

Other Restrictions 

1. FAA S"c. In (el. If development loan, h. 
inte~~ate at least 2: per annum during 
grace periOd and ~t least J: per annum 
therea fter7 

2. Ff..A Sec. ]J)l(d). If fund is establ1~hed 
sole~U.S.-cclnltributions and administered 
by an international organiZation. does 
C~ptrol1er General have audit rights? 

3 •. FAA Sf". 620(hl. Do arrange-ments preclude 
promoting or asslsting the fori~gn aid projects 
or activitie~ of CGmmunist-bloc countries, 
contrary to the best interests of the -
United States 7 

~. FAA S~c. 635(1). Is financing not permitted 
. fo be used, Wl thout wa Iver. (or Purchase; 10ng
~erm lea~e, or eAchange of motor vehlclt . 
manufactured outside the United States, or 
guaranty of ~uch transaction? 

AID HANDBOOK 3, I-pp 5C(3) 

Yes. 

N/A 

tl/A 

Yes. 

Yes. 

Yes 

Yes . 
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c. 
5. \/111 lrransements preclude use of financing: 

I. rAA Sec. l04(f) .. To pay for performance of 
abortions or to motivate or coerce per~ons to 
practice abortions, lo pay for perfor~ce of 
lnvQ'unt~rj stcrl1iZdticn, or to coerce or 
provide financial incentive to any person to 
undergo ~teri1ization? 

c. rAA Sec. 660. 10 fir,ance police training 
or other~dW enforceme~t assistance, except for 
narcotics programs? 

d. rAA Sf'(. 662. ror CIA activities1 

e. FY 79 App. Act Sec. 104. To pay pensfon~. 
etc., for military r~rsonne1?-

1. FY 79 Apc. Act Sec. 106. To pay U.N. 
aHeSSments ? 

g. rY 79 ADD. Act Sec. 107. To carry out 
prov! s!onsorn~tlons 2u~rd) and 251 (h)7 
(Transfer of FAA funds to multilateral 
organizdt ions for lending.) . 

h. fY 79~. Act Se~. 112. 10 finance the 
export o~,car~Dmen~el, or tpchnology 
or to train for0ign nations in nuclear fields? 

1. fY 79 A[lp, Act Sec. 601. To be used for 
publicity on propaganda purposes within United 
States not authorized by the Congress? . 

'''ICI'v. ~.,. 
~",ne 7,1979 
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N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A . 



DEPARTM[Nl OF STA 1 E 

" •. ar-.:cY rOn INII rU"A1ION~1 [1[Vll()"MFNI 

STATUTOl{¥ CHECKLIST 

A. General Criteria L!llder HG StjJtllt~lry /,uthority. 

Section 221 (a) 
WHI the proposed project meet the {ollowing critcr;'l1 

(l) is intended to increase the Jvailability of domestic 
financing by demonstrating to loc~1 cntreprol1curs 
and institutions that rrovldin~ low.cmt hOllsinA j, 

financiJlly vi.:lolC'j 

(t) is intended h) ds:,ist in marshalling Il'SOUff eo; for low
cost housing; 

(3) supports a pilet project t(lr low-cast shl'ltcr, or is 
intended to h.J\l' a maximum demonstration irnp,lct 
011 loe..!) institutions .1nd l1.1ti"Il..!1 p~'liCYj ~nd 

(4) is intended to hwe J long lUll g0al to <1('\ clop 
domestic COf1:,trlJ:tion capabilities ilnd stimlll,lte 
loc.:!.l credit il1stituti,Jns to make ~y"ilablp c1()IlIr:'~tic 
c apl till and lIt her nU;)clge rJ)('nt al")d t<'('hno !l')~iClJ I 
rC'S(1urces required for low-co'\t shelter progrcul1s and 
p('licies7 

Section 222(<1) 
Wlli -t"tie- ';Slld.:lre llj thl:; ).:lur<lI1!y C,\lJ'll' the tot.,1 f'I'" 

amount of gl;Jr~lntl(,:-- jssu,.~d ~ll1d uut5t.lndin~ at thh tilTl(l 
to b~ in C'XCC5S of $!.I~O,onO,ooo? 

\\'ill the :,uJrant) hc~ jS~llNj prior 11) S('ptl'lllbC'J" lO, 1931)') 

Section :'i2(b) 
~tiie-propo.,('d gll..!r':Hlty rl·~·.lJlt "' ,l<"tiviti.'s \I')li, h 
l'mphasi.le: 

(1) projects pro\'idin~ improved horne' o;ilc5 to f'(lOr 

families on which to buHd shelter and ,dated 
services; 

ANNEX C 

fage 13 of 15 pages 

J.nswer YES/NO 

Yes, pp. vii. Annex 6.5 

Yes pp. 46, 47, & 48 
~ ... - - ------ ----

Yes pp. 8,9, 18, 23. 32, 
tr.f: 115 

Yes p. 9 

No 

$9.5 m11110n during FY 80 
$S:srmTfon -CfurTifgFY 81 

Yes 

http:1S,00r),(.00
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(2) pruje-cts corllprl ... (.'d of c>,.p,llIc1atd" core sl,l'Ilt'r unit'> 
on serviced 5i tes; 

0) slum upgrading rrojecb dl'sig'H'd to COf)',er 1.1' .. ;nd 
improve exi5ting 51wl terj 

(4) shelter projt"cts for 10" ·income rC'0rlr cksigr)crl for 
demonstration or institutiull lJudrlillRi and 

(~) community f.tcili~lrs .:'Inc! ~Nvi(('s in !illPP()ft of 
projer:ts auth0riz.ed under thi' section to irnprov(' the 
shelter occupied by the poor? 

Section 222(c) 
If the project requires the use or conservdtion of energy, 
was consideration given to the use yf "olar energy techno
logics, where cconomicalJy or tectlnjc~lly feasible? 

Section 2?J(a) 
Will the A.I.D. guarant}' fce be ill an amount aUfhol i7,ed 
by A.I.D. in accordance with it ... delegated powers? 

Section 22J(f) 
Is the maximum ra Ie of interest allowable to tile eligillle 
U.s. Investor a5 tJre5cnbcd b>' the Adlllinistrfltor flot more 
thdn one perc('nt (rAJ) above tIt(' curr~nl rate of inlr:r('st 
applicable to hOllc;inl~ mortgages insured by the Depart. 
ment of H011si rlg a:1<l Urb.:m Development? ' 

:"'If'\: tl on n3(h) 
\\iTIthe Guar.:.ult} Agreement prllvidr that nu PJyme/lt 
nl..l)' be mdde under any guaranty is'illed fur allY Jos~ 
.lr ising out of fraud or mlsrepre~ntation tor which the 
party seeking pa)'rnent is responsible? 

Section 223..ill 

(J) Is the host country a country that is presently r('ceiv
ing developrnent assistallce under cnapler I of par t I 
of the Act or one that hilS recqi\ed such anist..incc if) 
the preceding two years'! 

(2) Will thl' prC'poscd Hou5.illg GllMilnty be coordinated 
with and complementary '0 (lther devl!lnpllwnt 

Yes. p. 32 ._----_ ... --, 

Yes pp. 13·16 inclusive 

Use of solar energy tec~ 
not Qonsidered. N.A. 

Yes 

Yes 

yes 

Yes 

assistance in the has'\: COlJntr y7 Yes 

0) \\ IlJ the proposed Housing Guaraqr.}' dernllllstriltc the 
feasibility of pJrtiotlar kinds of h01.ning ilnd other 

'---~----

institutional arranr,emcllts? Yes 
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(4) Is the proj(:c t dt!"ibn~'cI LInd pl'JIlIwd by ,'\.1.1). ~,o t
' 
J..d 

at least 90 pl'rn'nt of th,? fdC!~ Y;IIIJ(' c.f till.' pr,'pL'scd 
guaranty will be for h0U';illb c;uiLlbl,~ f,JI' 1,llIlilic5 
beJo\\' the IrJc/,;:~n in':l)me, 0[' bC'hw tIll' rr)r-(\iZJil uriJ'-ll1 
income for h:Jusing in mb'-lI) 2.;('-il5, irj t:),· 110')t 

(o .. Jntry? 

('i) Will th~~ i':>5U,i!k'C' (,I (',j, ~',ll~tr:tf;ty 1::~U':'t' rl,f.' [.!cr 
va!ue of gd.:::rantics ;sc.,~.c:1 with rt':.['c<t t·,) ti,·.~ host 
co:mtry to ci.r.ccd $7.~ n!iil:.lil ill C\I)" li')('.:1 yr..11 ';' 

(0) Will the i:1S JDI1I.·C' ~)[ C'IlS t;u"r<lnty (iJUS(' tll\! JV(:!"clge 

fdee value of all h)usiilt; gll.:trl'clltics iSJIi<'·d ill this 
fisc>.! year to r>xcecd $1 ') rOlJlli~)fl? 

Section 23S(c) 
WITJti-lt' gUilr2.l1tY agrcelm"llt pruvide th,lt it will co vcr 
only lenders \\'h~) are "digible irtYt'stors" within the 
rneil!ling of this Sl'C til)!! of tll(, st2llllt' Cit tile timc th(' 
gC3rant,' is is)ucd? 

). Criteria Under Gen('ral Foreign Assistunce Act ALlt~lority. 

Section (,20/6'20-A 

1. Does the host COL'I,try meet the gener.:d criteria lor 
country eiigibili ty undE'r the Foreign Assi5tancc Act 
as s~t 10rth in the country eJ;gibili ty checkJi5t 
prepared at the beginning of each year? 

2. Is th':!re ilny reason to believe that circumstances 
have Ch~H1bed in the host country so that it l),ulJld now 
be ineligible under the country st;-(tutory tilccklist? 

ANNEX C 
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Yes (pp. 9 & 10) 

No 

No 
...... _-------

Yes 

Yes 

No 



ANNEX D 

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

I, Charles J. Stockman, the principal officer of the Agency for Inter
national Development in El Salvador, having taken into consideration 
among other factors, the maintenance and utilization of projects in El 
Salvador previously financed or assisted by the United St.tes, do hereby 
certify that in my judgment El Salvador has the technical capacity and 
the physical, financial, and human resources to utilize =~d maintain 
effectively the proposed loan of ten million United States dollars 
($10,000,000) from the Govp.rnment of the United States of America to the 
Government of El Salvador for a Marginal Community Improvement Program 
to better the quality of life of the poor. This certification is based 
on the facts developed for the Project Paper as diagnosed in consultant 
reports, Mission analyses and reviews of previous community and rural 
development efforts supported by AID. 

It should be noted that provision is made, under the grant accompanying 
the $10.0 million loan for Lraining and technical assistance to implement
ing agencies to facilitate their effective utilization and speedy imple
mentation of a Project of this nature and magnitude. 

Ch~ 
Director, USAID/El Salvador 

March 7! 1980 
Date 
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MINISTERIO DE PUNIFICACION 
COORDINACION DEL DESARROLLO 

ECONOMICO Y SOCIAL 

DOCS tb.17 

Senor O1ar1es Stockman 
Director USAID/El Salvador 
Embajada Americana 
Presente. 

Estimado sefbr Stockman: 

ANNEX E 

San Salvador, 10 de rnarzo de 1980 

For este medio, el Gobierno de El Salvador so1icita a 1a Agencia para 
e1 Desarrollo Internacional (AID) una cooperacion financiera que comprende 
de 10 siguiente: 

1.- Un prestamo por $ 10 millones en los terminos mas favor abIes que 
ofrece la AID. 

2.- Garantla sobre un prestamo de $ 15 millones que el Gobierno obten
dra de un Inversionista de los EE.UU. 

3.- Una cooperacion econ6mica no reembolsable por $ 950.000. 

Estos recurS05 5e destinaran a financiar parte de los costos de un 
Progr~na de Mejoramiento de Comunidades Marginales cuyo costo total 5e 
estima en $ 31.950.000. El Gobierno de El Salvador se compromete a pro
p:>rcionar una o')ntrapartida en efectivo y en especies de $ 6 millones. 

El prestatario de los fordos de la AID, sera el Ministerio de 
Planificacion. La canalizacion de los fondos del inversionista privado 
se hara por medio del Ba~co Oentral de Reserva. -

Aprovecho la oportunidad para saludarlo atentamente, 

UNIOO Y LIBERI'AD 



pnOJECT AUTHORIZATION 

llama ot Countryl 

Name of ProJcct: 

Number of Projet!tz 

m Salvador 

r.lar~nsl Community !mk)I'Ovement 

510-{)251 

ANNEX F 
Page 1 of 5 

1. Pursurmt to Snctlons 103 rmd HHi of the ForefG'f1 A~l'!tlUlce Act of l')(il, (IS 

Qmem~cdJ I I:~~rc~y Ilt1U:ori:~e th~ r ~flr~nr.U Community Impro"f'!r.cnt project fer Fl 
S!lJ\'r.(~()r (the "C(\C:r;(:I'~1 tinq COUTI tr',r") i!wolvh~ rImmed obll [:nt 1 ons of l~Ot to C}~(;ezd 
'I'c'" r',~llil(ljl Unitu~ ~,~t!:tC3 nolhr~ (:)10,000,0:-10) in 10M f!l~lds ("Loan") and r:ine Hun~]l'ed 
rifty 'i»"s:::nrJ l1~'itcd Ctntc~ J)ol1r.rs ($J::fj,r~)!) in ("rant fl'n1js ("GI'1nt") over (>. tr.1O 
yc~tr J: ","';nrj 1'r0"':1 <':~I~ of nlJtjI01'iL-~,tion, su~',1t;ct to the Avpn".hUftv of fUIlf.'s ~:1 nccorc1"..r.co 
,-;it" elt;'; j'.l.U. OY"/-'tll ... 'tr:lent rrc(~CSS, to Ii(>J~) in finMcin~ forel:;n €:mharlg~ cmel local 
et!l'7"I)('\1 po,;t3 fCl' t:~e rrof~ct. 

2. ': ,'n !)~,\,j0Ct (i'Frl),h('t") v'lIt ns.<:I:;( tt~:'. CO(ln("r[1tlr.~ CO\111try to m0.~t Inmf"jin.t~ 
nef'~lq f(J:' C(,r,lF,f:!litv ip!','r"tl'uctur(', r1bir-,1~!:i sheltPl' /Inri proc.uctivc n~;)ortt;nitic~ fer 
the pC'0r r.11r1 jP·.iJH)v8 tl!c (:O('lr"r[\tll1~ C('.!!I'!try's \.~apo.clty to flrdrCSS basic nc('(.Is of 
th~ p(:(l1" in ~cccndD.i'y eWes in u comprehcn:;ive and coorcUnated WAnner. 

3. Tile Project '\r~recm('ntf which T!'!fly bt: ne?;otlatcd and executed by the offi~cr 
to Wh0P' SU~:l rut'll)\' it\' is (Ir.lt:"? ii. t('1 In n('~8('nr lee wi til 11.1.0. l'(\("1llR ti0!1~ nne' l/<:> l:-'-:~
ti.1I1!J of l:..\ltlJorlt~1, [;!,~~ be ~ubjxt to t~c t()llodn~ f'ssentifl1 terms AI1rl InajQr c('lncitic113 
tOG'ctllE'r with Buch ott,er terrr.fl nnd conditions as t .• I.D. may c1c~m 8Pr>ropriatcl 

1\. Int~rl"st J:.fltc nnd T(:rr.s at r~('nRvment . 

Th~ C('l()~r,~1in~ Cotlntr~' sh'lll r",?flY the 1.,o,')n to A.I.D. In U.S. Dollnrs :::ithtn 
twentv-fivc (~7n years frcm t]l(! date of first (1i~~'}ur~m('nt of the LO!ln, incl:'ldI'!" 
n grE\~e [lc;-ki of ~()t to exccNl tC!n (IO) ~,'~~J.~. "'flO CO(l~cr~tlnl"' country f'.il1lll 

pay to A.I.' :'. In tr.~. I ;ollc'~ int(\l'(';it (rOlr1 th~ cl~lO cf fir:::t dbbur~emf-ilt of 
t!l~ Loon £It 1I!8 rnt0. of (i) tV10 r)t"rcsr.t (/,~:.) per ArH1Urn (:ur-lno; the fh'!:t t:-::1 Wl) 
yCl1rs, R.i" (Ii) trrpc pf'rc('nt (3'-') per annum thC'!"C'llftr!r, em the (,IJtstrtf'Cin? 
r1iSD;tt'snd hll.ulce of tit", Loan n:lo on any filO llrld tm[)9.id interest ar!crued 
tllel't.'On. 

b. Sonl"('C find Orb!n o~ C;00:15 ~nri S~r'/lc('~ (Lotln) , 

Goods ond f,('rvlccs, m:('cpt for OCf'm'. r.hf!,,!"Iin~, f1nllJlced ~ A.I.D. under the 
I..onn 511311 hl1vc their S(I\lf'ce ~nd ol'i~~ln in cOllntriC'.3 In<:IIJl.!~d In A.I.D. Cco::;r",ohic 
Code ~Hl, or In countries that Are memhers of thc Central Amorican Common 

http:diz-bursem.nt
http:intnro.At
http:irme.in.te
http:rccord'!r.co
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M:!rkn.t, ~t II! A .1.1). n'"y ('Ithc~lsp. n~rcQ In r.rltfn~. ()(!(l8n Itll,,!"ln-i',' fjmm~<1 
by ..... I.D. "'1' :pr t~ ~ LI'\~n ~)'F' II, C~"l"nt f!:r:1 J .. t.D. r.: n-: ctl;~rw 1S4! ~P.1·r"!~ ill \.·!!'itfn~'I', 
be (in'1n('e~l crnlv 0Tl fll)i" \'~~::;"h of t::e Ullit~d ftntcs cr ot countrlea thllt nro 
mc"lT'bcrs cf H~~ (~('nt:'[ll American COm:'TlOfl r.~nrkot. 

GO~·1s rn:<l r,{\l'vk· ... ~t cxcpnt fr~ ()~('nn r.i1i~~in'!, fiMM('d by A.I.D. t'nt1~l' tile 
Crr.!rt !;"C'.I! ii~·,~ t:.'!ir Sf')lJrc~ f(/,;') r:lrir;in 1n th~ IJnlted ~t!ltc ... 1'.nl'1 (';ollntrtc>s that 
nrc I:-:·?~b<::::-s of t':~ r.ortrc,l .'l'eri~qn ('(:~r:Jon r;f!rl~ct, ('xecpt r.s A.I.D. irF:Y 
otb?I'"\'!it~ ~~r~ in "Iriti"~. O~Utn sl:lrplnr- fin!lnced by AJ.D. U!'Jdcr the Cr$lnt 
~~nt e~(;E'rt ns /I .• LD. n!t\\' ot':Cl'\'/ji<' l' .. ;'(J"t~e tn wrltl,,'!., h(J flnane.d only on or.:; 
vef;~~ls (If tt)e Unltcrt Stutes. 

d. r.m(~'tf(')'1 PI'~('en"nt to I,'Irr.t DI~hllrs':l"'Ient (er othf:Jr t~lEln T"~hnfePll /Is-
p,11t~nCA (r:o.~n) • 

Prior to wy (1f!lJt'!"f;e~e!lt, (Jf' tha fl'tS'Jnnce of nny eop.:mft~~nt doeurr~nts un~'!r 
the PrnJcd AF:rc?r::i."r.t to flmm~e ()t1'~r th!m t~C'!mfcql f.\8~t1t!".I'\M, thC' C(lopert:tlr:~ 
Country si1f)U n ... ~JfS;l to A.!.n., h (I)I'ITJ "n~ StI,:>Qtrtll(,C' r.atl~fnctorv to !,.J.f'l. 
c\'icl .... ;:r;(l thl1t Q fn.il-tf:o"lfl p,..,j('(~t Coor\;I~~tIon !.Snit t:~!i hem ~f.t~LIi~..;hc(l h!'!..1 

Stll [fc·'. 

PrIor to ~r)y l~!s'){Ir:~em{"nt, or t11~ 1~81l~nCp. (J( cny commftrnl?nt c.ocl!r;·,0:lt!l ur.der 
t11e Ft'('1.~;.'ct !~(>·:'.-)."':rr,f'nt to n!l(m(l,~ ('r.j·lnwl!ty b.'t~ic s~rvic~ rr.tlvltJ('!, t:1~ 

COOf'lOl';J t! r:f! CC;l~\ trv ~!)!'l11 ful'r. :!>fJ {t) (1.1.1)., in fer::1 flP.( I 3t:~st'mce ~').tt3{'!".ctOl'Y 
to A.I.P., ~vh'-::n"~ tll'lt tl:~ :':lrj~tr;.· c,r Int,..:rlor hm, mAr),') ndcqllRtn p:,n:"l'HS In 
rrovPbr; !;1I)j:8~:: l'.rit1 !11ffJrI~'t !J~,.."h,.,trf~tlv~ ollthr.ritv to ~ffJc!I':1tly C'frry 
out t!~~1 cN:lr~~~rn!t\' t'1'r;ic ~0.rvkr~c,: r,di'/it/<:'~. 'I'h~ cvjr'lCT!(".c o::hn11 ir.c1t;:;e It. r,i~T;!':·d 

contrnM ior e-j'li~('.:',! ;'1'r"'IC\'~3 to !"lin}::-:.() fn Jf'l1[)lcr.lentlnit improved pareh!l!:inJ, 
eMIl contr1:l1 one! internal AtKiltini~ procec'I.frcs. 

PrIor to f'.nv cfi!:1;llPrMr~l;f"!t, 01" tl"'~ l'isullr;('~ or any eomr:;/t"'l(\nt ':ocHr!!cnt! lml'er 
the Prc,ie-ct I' '~c")er,IC1'}t to tln.,}:1ct:' ~maU ('r\tt:>.I":lrlse Actlvlti~!I, ttl..., Con-pel'l'ltinr' 
Country s~ll'll f!.T~h'l to AJ.P., in r(ll'~; r-r:'j ~l!h5tr;rr(\ !'t..,t(Ef~ctorv to A.I.!')., ~ 
Proj~'.!t Cr.:-dt ;':rJ11l'Jl contlllnlr.~; r!(!t~II~'.' JPI"(;In"! (lrlt~rl", rl'(l('f'(11!l'~!l, L'lto"l!st 
rllto firllctl::'C3 r~),~ I':u~h otl)"r 1r:(:'lrl'lRtjon f'_' fI.LD. [;'In\' r~qlllre with ~~cct 
to llny an<1 ell lendirt~ fnstltlltio!1S p~rtJclriltln~ in the l'r"jp.ct. 

The Cooperating C",mtry shall r.ov~nant thah 
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(l) Only the Ccntl"81 r. es~!'Ve nnnk will Rct AS A<1mlnl8trater or the 
A.LD. fund! made evsl1!\blc ptlmlrJlt to the ProJ~ct A~'l'e(.'rnr.ni. 

(2) Thl! Coo~rAUn~ Con~try ,'!Ill pit" all bnnkln? cr,(j!'g'es to the Central 
}{eFlCrva B!,.pl( from n()~!-Pr{'jl.~et re~~OIil'e(>~, fln1 thct ."111 inteff.st f:orne(J l)~ 
{J'!C Centrr.l ~f'$~rvl.' rh'~-;: tf-;i'otlr,h 11S~ of A.r.D. (tm;-;; l"lll h. l1s~ti cntir(,lly 
for purpOOe9 c( tl1n Proj"ct b Ltc~Qr(lanee with the prforitf('.<IS c~t~ull~ned 
by 1.;8 Coororntf~ Country. 

(3) CO'lnt~rrart eontrlbuUons or other rCl;ourc~s ".lUI De utUIzed to 
tfnr.nc!c Inn" rtlrchtls~~, jf any, and th~t A.LD. tunriB will not be uso~ tor 
&aId purpoees. . 

Arlmlnlstrotor 

D!lt~ 
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PursuHnt to the [1utharity vested in the Administrator, by thE' FOl'd~:r, Assistance Act of 
i9Gl, [(~ .'11r!cllckd (F/\/\), nlld llw ('i(>icg-n[j()ns of flllt11,lrity issued th2reUn(k~I', 1 hc:eby 
al'i.I:0ii"(~ th~ i:.;~ll'i'lCC of f';l'HI'[:I,~jCS pll":;;U~:Jll to ~'C!".~lioT\ 222 of the P /.11. of lot t:; ~";r:c('~l 
nine 1I,:')ioll fi':0 IIlJlltiJ'cd tll')II:',:llld d()Jl'~I';; ($!:1,!iOO,OOu) ill fnee 1l1nount, [.')1' ;J;J:i'(: T 
:,wti'''';' ic',; r:s;,ll:'ii:,; :,,- Hi:',,:!, 10: ~;:S of lIot tu I.':':eecd 011(' l:ullu,',,;d PCI'CC!lt (J~J(I':) r;; ;':,.[,:1 

im't',:.c);,(,!,-: WId il:tCIf;st) '.vitj' r('~"p(;ct to J\;~IlS b~l- c]i;(inle-' 'D.:';, illv('stors ('iI1"(><;l()!'''j 

~]('(:C »I!<!>le to i'l.l.lJ. nlwJc 10 fin~~llce I'WI'L~'inr:l C,Jlllfl)Urlity il,:p,ovei/;cnt j' 'oicc-l'> 
(lIj'ro.k:t")ir. El ~)"J'.';.tcJOI'. I DPP;'ovc tile toLtl level of not to ex('~cd ,': I;'; millie r , jl, ,\.L U. 
Gl!:;~'~'!Jty sl:ppai"l )c:j' the Pcajel'\' Issuance of r;llo.r:1l1tics fOl' PIHl~;c II of til..:: [)!'oje(:': in tl~2 

amount of $5.b miJji:.:>n ~hall be subject to tile canditiolls set fal'ti1 lInder pal'[;~l'<tj)n 5, 
beiol!, 

This GlIsl'Hnty shEdl bs subject to the folla\\'in~' terms nnd ccnditions: 

1. Term of CUE!l'ltntv: 'f/I(O 1(l[:11 sl1<'111 c:dcnd fa" u period of U[) t'J thi!";y yc'ars (:W) 
'frori11liC;-d:ltc otc-Jis')ursclTlent: ,:-mcl TIlUY ir;clwJc u [{rac.:> ~>criccJ ot l!~j to ten Y(;8.l'S 

on l'ep[),\'a:'r~ilt of prirl~ipHl. The [;unranty of the loap slJaH c;.;tc:nrl fa;' il !)CPioci 
beJinnir.:; with tr.e fir,'~t di~;hurSell1l'llt OJ ti,e lo[(n ur,C; :..n.'llJ con~illllc until such 
time [lS the IllvC'stor hL!s uccn [laid ill full Pl!l'SU;1I1( to ti1C t~~l'rll~; of thc Im,:l. 

2. II~tel'cst p!~tc: Tile ride of interc:;t p"YIIL,j~ to Ule In'/(':;tor P\!!'sufmt to tile: lOt'n 
sTiJ:jf-jiOC('x~ccd tlw itllcJI'.'nf)Je I'ilte of illtc~i'(":t rlf·c~;eriL.(;d 111!I'SlI:JIlt to ;)r;,'lion 
22::(f) of t!t~, F:\I\ :l"c] sh:dJ be c()i~c.:iskll~ \'Jitll 1'L!te~; of htcrcst !~(,11C'T,'11Iy 
CtV1tiJlj)12 iOl' S! llli1:1r t;,'[)CS of IOllw; IllUde in the 10116 tcr In United ~tatcs Cilf)itul 
mnrl\Cts. 

3. Govern!pent. (If m ~nl\',:dor GU[ll'Ilntv: Tile Government of [I SnlvsdGI' (GOES) 
shall pl'o~il~e-(o~u'il;ji'-fillTfluli(j-cl'-ccJit guaranty iJlc!;::mnifyillg' ILl.D. in t;;,itcd 
Stutes dollnl's /lSSl1rill:~' L'[~·H.in~t ulllo:;.<=es arisin;; by vi:,tuc of A.I.D.'S [;unr;;nly to 
the ]n V8" tc,r Ql' f:")lll rlon-puy In cn t of tile gunn.lJl ty fcc. 
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4. Fc(!: The fcc of the Unit~rI Statcs shall be pnynble hy Dorl'owel' in clo1J[lI's Ilne! 
shnll bc ollc-hnif PC!'C:'!lt (!/~~'ll) per (1I111l1nJ of tile outstt..ndillG t~II:II'llllti(ld arnOIJllt 
of the loan plus u fixed I.1lllount cqwtl to one pcrcent (/'IJ) of tllO Illnount of the 
]0:111 authorized, or any pa.d thercof, to be paid as A.r.D. may dctermine upon 
disbursernent of the Ivan. 

5. Conditions Pl'('(>:~clcnt: i'ri(lr to the issu:lllcc of gUilI'untics fOl' cl1l'rVillG' out Phm;,~ 
-ilor-t11c- pi'oJ~:;-r; ';l'nd c: >:ec:) t [:s .'\. I. D. In u y othcfl'.' isc :::ZI'CC, tllc Ron'owcr ~;lnl1 
aSSUi'(' CCmljlctiv~l of the followin;:;' in fO!'1ll (~nd substnn,~~ ~<1.ti:;f(wtory ~o ! •. I.D.; 

(a) GOES 11.1; <tcl~icved tliC outputs spccifkd under the Pl{Jllllin:~ fOI' Ph~~;(! 1I 
activity (C:;V..tblbh Sccoolc]UI'Y Cities Pro~l'f!m Unit; Develop llUD Pro:;rum). 

(b) IVU has pL'epUl'ed desiGns for n':!w shelter' solutions to be bllilt in secondm'y 
cities. 

(c) HUD has completed ovcl'{Jll sIJelter needs studies for at least tvlO secondar'y 
cities. 

(d) HUD has developed shelter sector c(l('1I'din[ltin~ end monitol'ing procedures. 

(e) HUD has developed minimum urb'mizA.tion standards and site legalization 
policies RIIU priJc,~jurcs for second:;! y cities. 

(f) GOES IHl~; nrJoptccl [l. consistent int';I'c~;t ;'Iltc sirl)ctlll'C for fi!;[',ncin~~ of 11"\'/ 
shdtcI' SOhi'":.):lS Hnd 11:.J!nC i:r.f;:oVCIIlCllt';. This str:l:;lu:'e ~l1ouJd ::c L:::sccJ (.11 

unsllbsidizu: i;]h:·~st r[!l~.';, (~('\'CI' [Ill CUE''; !JI)IL':in:~ instLLJtiGJ~s tll~t l'liii 
particip:ltc in Pll':J.s·2 II [!~tivitics~ !lJjj provide fOl' rclte cquali·7.:tticlll h\:::"'.'CC~1 
loans in the SS;\]A und SCCOl1dlll'Y cities. 

G. OthcI' Tel'lns Gnu CcnditiollS: 1'1)~ fSuv,r[lllty shull be SUbj2d to such othcr terms 
rulcfcOi;JlfrO/~-Hs'l\.:['D. may clC0.m ncee~~~;J.l'y. 

-----.--~:--:---:--7'-:-----------
Adrninistl'ator 

Date 



COMMUNITY INFRASTRUCTURE DEMAND IN URBAN AREAS 
OUTSIDE OF THE METROPOLITAN AREA 

Annex G-l 

*/ Activity/Total Population- Estimated Cost 

1. Water: 205,096 

2. Waste disEosal: 
205,096 

3. Public Lighting: 
205,096 

4. Drainage: 

5. Access Road: 

thousands 
X 45% (unserved) X $96 (Avg. cost)= $8,860 

X 60% (unserved) X $52 (Avg. cost)= $6,399 

X 35% (unserved) X $12 (Avg. cost)= $ 861 

X 60% (unserved) $36 (Avg. cost)= $4,430 

X 50% (unserved) $78 (Avg, cpst)= $7,999 

Total Infrastructure Demand .. $ 28,549,000 

Average Infrastructure Cost 
Per Household (all services)- $ 274 

*/ Estimated urban population outside of SSMA. 

Note: Bulk Annex (located in LAC/DR and USAID) includes further in
formation on demand, both outside and inside the SSMA. The major bulk 
documents are: 1) Proyectos de Promocion Avanzada; and 2) Mejoramiento 
de Comunidades Marginales Listado de ProyectoB. 



TECHNICAL ANALYSIS 

A. Phase I - Community Basic Services Activity 

1. DIDECO's Project Development Process 

Annex C.2 
Page 1 of 27 

a. Project Request. DIDECO's process starts with a visit by 
one of its 48 promotors to assess infrastructure needs of a town or 
community. During this visit, meetings are held with townspeople and 
municipal officials. Community interest is expressed in the form of a 
letter to DIDECO from an "interest group" which manifests the need for 
the project, and the group's willingness to provide the labor to carry 
out and maintain the project. 

b. Project Design and Approval. Upon receipt of the letter 
requesting assistance, a project design and cost estimate is prepared 
by DIDECO's regional engineering staff. If the project involves a water 
system, school or health facility or road and street upgrading, the 
project is cleared with the appropriate Ministry or Autonomous Agency. 
When these steps have been completed, the project is forwarded to the 
Ministry of the Interior for review anQ approval. The average time needed 
to project approval is about 90 days. After approval, control over the 
project returns to the regional office within whose area the project falls. 

c. Materials Purchasing. At present, materials requisitions 
are prepared and sent to San Salvador for price quotations. Materials 
are ordered by the Ministry's purchasing office and sent to the regional 
office. They are transported to the project site by DIDECO or the 
Community along with \vhatever equipment is needed for project implementa
tion. This process has proved unwieldy and will be improved at the out
set of the project with the assistance of locally contracted advisers. 
The new system will involve ordering materials needed for most projects 
(e.g. cement, PVC pipe, reinforcing roads) in advance of specific project 
needs and storing them at DIDECO regional offices and/or regional MOP 
warehouses. As needed, the materials will be delivered from these depots 
to the project sites and charged to the project when they leave the depots. 
Materials not stockpiled will be purchased in the towns where regional 
headquarters are located. If unavailable in those towns, requisitions 
will be sent to San Salvador as is done at present. However, in a depar
ture from present practice, DIOECO will do its own central purchasing, 
instead of relying, as at present, on the Ministry's purchasing office. 
To ensure adequate control, the Ministry will develop an internal audit
ing staff to continuo~ly review DIDECO's purchasing procedures and prac
tices on an ex-post facto basis. Contract advisers will be employed 
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to design an improved materials purchasing system, an internal aUditing 
system and a cost control system and to train personnel in the imple
mentation of each new system. This process is expected to take no more 
than 3 months. Until these systems are in place, present practices will 
be followed to avoid unnecessary delays in project implementation. 

d. Equipment. DIDECO's equipment at present consists mainly 
of cars, trucks, buses and motorcycles. Given the nature of the projects 
it supports no heavy equipment is needed. This of course, helps to 
ensure that labor intensive construction techniques will pe used. 

Loan funds ($10,000) will be used to purchase a few pieces 
of small equipment that are needed in view of the increased volume of 
activity. This equipment includes: 8 vibrators, 4 small pumps, four 
small portable concrete mixers, and 4 copy machines for architectural 
plans. No major pieces of new equipment will be loan financed. As the 
construction industry is expected to be in the doldrums over the next 
1-2 years, it should not be difficult to rent major equipment, if and when 
needed, at attractive rates. 

e. 
the community 
required the 
has provided 

Labor and Supervision. Unskilled labor will be drawn from 
that benefits from the project. Up until now, DIDECO has 

community to provide voluntary labor for all projects and 
food from the World Food Program ~hen it is available. 

Under this project, DIDECO will institute a new policy of 
payment of wages for labor provided by community members. Cash handling 
and control procedures will be designed by the consultants advising on 
improved procurement and auditing. This policy will apply to projects 
financed both with loan and counterpart funds. Since counter.part funds 
will consist of DIDECO's entire project budget (currently about $1 million/ 
year), it is clear that this is a change in GOES policy, not just a special 
arrangement for this project. The payment of wages will offset what is 
expected to be a serious decline in off farm employment until the political 
situation stabilizes, as the modern sector farms, which now absorb under
utilized rural labor, are expected to decrease their plantings over the 
coming 1-2 years. 

Skilled labor and project superV1Slon will be provided from 
the ranks of the approximately 400 construction foremen (maestros de obra) 
and skilled laborers on DIDECO's non-permanent payroll (planilla). At 
present, this personnel is greatly underutilized, and can be mobilized in 
a short period of time. Supervision will be provided from among the 26 
engineers and technicians assigned to DIDECO's four regional offices. 
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The existing staff of supervisors, project designers, 
construction foremen and skilled laborers may not be .~tticiently 
large (despite their present underutilization, which DIOECO officials 
have estimated Bt more than 50%) to carry out the program. To ensure 
a timely Bnd flexible response to shortages in these areas, part of the 
budget for this activity has been set aside to permit contracting addi
tional personnel as needed for specific projects. As formal contracting 
procedures involve complex and time consuming bureaucratic steps it has 
been agreed that these personnel will be added to the non-permanent pay
roll (planilla) as at present, and let go as soon as the project(s) on 
which they work is (are) completed. To ensure best use of lUdn funds 
and encourage better use of GOES funds, reimbursement for these personnel 
will be limited to 10% of the cost of each project. GOES will be respon
sible for paying any additional such costs from its administrative (not 
project) budget. 

f. Project Acceptance and Maintenance. When the project is 
complete, there is a formal ceremony in which the community accepts the 
project and pledges to maintain it. DIDECO conten~s that maintennnce of 
its projects has been good because the people of the communities are proud 
to have accomplished the project and regard it as their own. DIDECO has 
further agreed to consider maintenance of previously completed projects 
as one of the criteria for determining whether to provide additional 
assistance to each community. 

2. Design and Costing Standards and Procedures 

Mission E~~ineers have reviewed some typical projects as a basis 
for assessing the technical soundness of DIDECO's design work. Basic pro
ject designs are simple. When necessary they will be developed with the 
assistance of the Ministry of Public Works, DUA, and ANDA, all of which 
have the capability of providing the necessary technical assistance. In 
general nIl the types of projects to be considered under this portion of 
the loan are of stClfldarcl designs which DrDECO has full capability of carry
ing out. The structures build by DrDECO in the past have proven to be 
both simple and inexpensive. 

Cost estimates of proposed projects are based on data developed 
by DrDECO from earlier projects and updated cost figures,taking into 
consideration the past two years' inflation. A 20% inflation cost has 
been provided to account for increases in material costs and 10% for 
increases in labor costs. This inflation figure for materials is deemed 
adequate since all materials (e.g., clay brick, concrete block, cement, 
rock, reinforcement steel, etc.) will be purchased locally. The allowance 
for inflation is within the percentages experienced in the last 3 years. 
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DIDECO will be in charge of the final design and superV1S10n 
of construction of all AID financed projects. Implementation will follow 
the same design and construction standards used in prior GOES funded 
projects. Designs and cost estimates for typical projects are available 
in LAC/DR files. 

B. New Shelter Solutions (Phase I and Phase II) 

1. IVU Home Buyer Selection Procedures 

IVU maintains a large roster of low-income mo~t8age candidates, 
presently B,OOO. This large number of mortgage applicqtions results from 
IVU's image as the housing finance institution with the most available 
capital and the best terms for families with incomes pelow $240 per month. 
The AID/HG project will not, therefore, have to develop a roster of eligible 
candidates. During previous periods when this roster was not as large, lVU 
successfully identified potential low-income families through the Office of 
the Mayor of San Salvador and municip~l governments in the secondary cities. 
lVU does not operate branch offices to solicit applications nor does it 
regularly advertise. This roster system, therefore, generates volume but 
does not necessarily tap a significant component of the market of candi
dates. 

IVU maintains a computerized candidate qualifi~ations system. 
This system is based on a questionnaire in which the candidate must score 
at least 65% to qualify in terms of satisfying minimum income, savings 
account, and residential requirements developed by IVU (e.g, mortgage 
payments must not exceed 20% of the family income). The evaluation process 
appears to be comprehensive and well organized. The process of determining 
whether a candidate qualifies for a loan, from submission of the applica
tion to final approval or rejection, has been taking four to six months. 

2. Improvement of Operating Procedures 

To implement the project, IVU will undertake the following 
adjustments to its operating procedures and production standards: 

Create a department of production, independent of the 
existing organization structure such that it will have 
direct access to the presidency. This department will 
design and execute the project outlined for Phase I. 
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Adapt and conform the standards and specitic~tions 
commonly accepted by FUNDASAL, ANDA, DUA, 4nd other 
agencies that in one way or another may Bet involved 
in the project as best corresponds to the project's 
cost requirements. 

Eliminate the obstacles which preclude a quick contract
ing process. 

Review the inventory of loan applications, setting prior
ities and attracting new applicants as necessary. 

Identify the areas of priority and those sites which are 
already IVU property outside the SSMA fOr future develop
ment under Phase II of this program. 

Plan development of the site of the Phase I project, to 
eliminate any superposition of priorities or any activity 
which may jeopardize the timely beginning of this project. 

Begin project scheduling with a view toward production 
levels of 100 units a month, coordinating this with normal 
production activities and future commitments with other 
international agencies. 

Hire and prepare the technicians who will undertakp 
operations in both phases of the project, This will require 

a staffing budget of about $236,000 annually. 

Obtain and maintain the maximum degree of government support 
at the ministerial level. 

Contract as many small contracts as necessary. 

J. Site Selection and Cost (Phase I) 

lVU has identified a large site which is available for the 
Project. Figure 1 shows its location in the SSMA. 

Two alternative designs for the new shelter units to be de
veloped by IVU were analyzed as follows: 
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PHASE I: NEW SHELTER {lL"iUmJ\TlVrS ----- ... _--_._--
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ALTERNATIVE B. (See Figure 3,,) 

1. INrRASTRUCTURE 

Terrain 60 m2 (120 m2 undeveloped) 
Access - Road, passages (stone paved) and storm drainage 
(Concrete rubble ditch) 
Grading (earthwork) 
Water line (including house connection) 3" ~ PVC pipe and 
~ " ~ PVC pipe 
Sanitary sewer (including house connection) 8" ~ Concrete pipe 
and 6" Concrete pipe 
Public lighting - 1 lamp each 50 m of street 

2. LOT IMrROVE~lENT 

Floors ( including foundation~) - concrete slab 
Walls (including structure) - concret.e panel, concrete blocks. 
reinforced concrete 
Water and Sanitary (including plumbing) - '2 (3 PVC pipe and 
6" concrete pipe 
Door/Windows - wooden frdme with galvinized shr.et cover 
Roof - ashesto len~nt corrugated sheet 
Lightin~J - 1 convenience outlet, 1 socket 
l~ilter well 

A~TERNATIVE A. (See Fi~lure 3A) 

1. INFRASTlWCTURE 

Terra i n 60 m2 (120 n? undeveloped) 
Access - Road, passages. (concrete blocks, stone paved) and 
stOt-m drainage (concrete rubble ditch) 
Grading - (earthwork) 
Water iille (including house connection) 3" (3 PVC pipe and 
I~" 0 PVC pi pe 
Sanitary sewet' (including house connection) 811 ~ Concrete pipe 
and 6" ~ Concrete pipe 
Public liqhting - 1 lamp each 50 m of street. 

2. LOT H1PROVEMENI 

Complete bathroom (including all fixtures, cover and plumbing) 
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3. COST ESTIMATES - NEW SH[LTER ALTERNATIVE B. (See Figure 38) 

a. INFRASTRUCTURE (as per Alternative A) 

b. HOUSE IMPROVEMENT 
Bathroom a) Plumbing Fixtures t 500. 

TOTAL 

b) Cover (Floor, i~iJlls, 
Roof, ~tc.) 

2.25 m2 
@ ~150 m2 £ 337.5 

~ 3,081.50 

\~ith Conti ngenc; es 10', J, ~96. 

With Design 10% 3.736. 

~lith Hig:) Cost 
Materia15 5~ 3,921. 

L () t; F I'om r i 9lwe 3f\ ____ J., ?Q.lL. 

l 5,1'23 

47 
~ 5,170 = $2,068 U.S. 

~2,200.0 

887.5 

"3,087.50 

http:f3,087.50
http:3,087.50


PHASr:: I 

Cost Estimates - New Shelter Alternative (See Figure lA) 

San Bartolo Lot Area = 120 m 2 Developed Lot (50t Development). 
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1. infrastructure 
? 

~. Lot 120 m~ at ~]O 

(In £1 Salvadorean f. Colones)* 

1/ 1.200. no "'* 

2. 

h. 

c. 

d. 

L:. 

f. 

g. 

h. 
1. 

j. 

K. 

Core 
a . 
b. 

c. 

d. 

t:. 

f. 

g. 

h. 

i. 

j. 

k. 

1 • 

Access - ri\5Sa~E'S til) m
2 

x V-2.S/!11
2 

R d d ' t "I' '0 ~. Y t' 'j r. I 2 \!)a '1 •• I III fli "1', ,', 111 

Pdvl'III,!nt - U)':':'ldld blod:; ~:O Ill? X 11..3.0/'/ 

Storm c1r(lind~e - p'ip\! 80 mL X ~3.oo/,i 
2 '1 

Water - n~in ~nd HS[ conn 80 m X ~6.0/m' 

Sewer (san) main and HSE conn 80 m2 X £5.0/m2 

Public lighting flO 1112 X e2.0/m2 

Fire protection 80m2 X el.0/m2 

Topography 80 m2 X ~1.0/m2 
Water \'v'e 1 1 

Sub Total 

Unit, 2 2 
Grading 25 m X ~3.0/m 

. -? 30 2 roundatlons 2~ m' ~ f. . 1m 
rloor 25 m2 X ~11.0/m2 

2 2 
5t rUClUi'f' 25 III X ~'~6. D/Ill 

Halls 25 m
2 

X 152.G/n? 

Doors - \vindO\,.s (>5 n? X nS,O/m2 

!3athroon: .Jnd laundry(fixlu\,('s) 25 m2 X n5.0/m2 

Water line: plumbing 25 m2 X £3.0/m2 

San line: olulIlbinq 25 m
2 

X r,2.0/m2 

R f ':II. 2 X rr'· - 1/ 2 O() L~; m • ,,,)u. (. ill 

Liqllt (electl'ical) ~:-I m2 X nO.O/m2 
~ 2 2 

LeacJI'13 H 25 nl X nO. LJ/m 

Sub Total 

Tot a 1 ( (~x. Lan d ) 

Wi th la" Cont i ngt>ncy 

\~it h lO'X Eng i neer ill') ,9., D/"s i!Jn 

W th 5':, Hi gh cos t 

* Lot 

Lega 1 (Assumed) 

V. 7,200 

7,920 

B ,712 

9.148 

__ LJOO 

nO,348 

52 
tIO ,400 

* $1.00 U.S. '= ~2.50 El Salvadorean ~ Colones 

200.GO 

?O(i.OU 

£:t.O.OO 

?40.00 

4nO.OO 

400.00 

160.00 

80.00 

80.00 

120.00 ----
t 2,200.00 

t 75.00 

75.00 

275.00 

1,150.00 

1,300.00 

375.00 

375.00 

75.00 

50.00 

750.00 

250.00 

250.00 

~ 5,000.00 

http:5,000.00
http:1,300.00
http:1,150.00
http:X3.0/m75.00
http:2,200.00
http:in160.00
http:1,200.00
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PHASE I I: NEW SHEtTER FOR Sf.CO!'.llAllY r.ltU:~ ~ ___ -'_____ _ ____ , I • __ (Se. Figures 4,5,6) 

The mnin ('b.i('cti\'~ of tId" prllgntm is to cXl<'ncl tIll' housing improvC"< 
r.h'llt prOr,r,Hll to low-inc-omt' P"I'IJ1.1t,i(lIlS Tl'siding Ollt:;1ll(~ f::'I1l Salv<1(lor. 
Tld~ 10\~-ln":(l!',I~ ~('r.IIl'~lll of lit" l'opul:1tion has' h£'cll IlC'glcC'led in the past. 
Three illtenlCltivcs arc being proposed. in ordt'r to provide. wider economic 
scope of possibilitie::;--bef,inning ~'ith thl! bart' lot. And .1n1mulII pubUc 
facil Hies. and proc('d ing to more cOlopIate 1nf restructure, wh1ch can ser
vice lots \,itlt a co:nrl~,te mitliln'.lm si?p hou~e. 

Til':: (!c':ign l,f tile' .IJlf1.1:;;luI('l~"'l' ilnd o'oufling l,; hn.,,,c! on ndtlll'lum 
f',t,I11J:lrcb (lj ,\~~I'A, 1(',\, C,\F~S, FiINnA~;AL, oncf otll(')" I'.(lv('rn;nuul Bl:(!lIcl.es, Some 
::: ',~ if! ('d l i nll~; h::\\'..:' h"'11 n,lc1l' III ),I'ach the J ow£'r end of hOlls('hol d iIlC(I!',l! 

~;,'all'~~ lJI~J !I' ),roVi(!l' flll' future' jmproVCmE'ntR. 1hn mat(!rial!l proposed 
\o.'jll bc: dlll',,!,1,> ,11ltl ~;lrll(·l.tlr,111y Round, en"y t(l obtnin in the IIte8. an,j 
l'l'I;qily \o.'itli Illl' Ililt'il't1:11 slilJlci.1rdr. SC'l [or thLs tyP(' of devl'lopmC'llt. 

1[1 or.\,!!' ~(l !;i!llpjjfy the fOf.t nnalyc;is, ,8 eQlouy of .A1'proy.fmEl,tcly 200 
Llmil !('S "'dS being dcsif,l1C'C1. Ench d tc wU1 ,,11" • • mnln street for conveni
"Ill vehicular lr<lff i c. "'1lh off -Ht rnssBQes. 111tkifl& pcdesntan circulation 
tt1 t hE' main ro~,~, n {oeks of i1ppTox:lm"t~ly 100 unt~~ :tre prop~ •• d at both 
5.ir!cs of the m.:Jin t()"d, Ti:,,:dnS " s)T.ll,tdc dlll~'f1bution of lots. Cost f'st1l1atei 
arc providcct on sheets 

Concelltration of four bnthroolils (l .. trin~'),.n~ f':ummon COl'ners of four 
}nl:; <11'(' I'r~)jlc'SCI'2l0 .1l·hiev(' 101.11.'1' l:o~;l of wllt~r "pd .ewer connlctJon •• 
Lot si~c is 140 m . 

• 
• 
• 
• 

::J![';I\'L'd st rt'l~1 & r:I~;·;.I~'.c"·, n!inllllllll ):r<1(lin r) 
C{lIlC l't.:tt' nil'1.],' d i I eli, '!: :il l; 1 rel'l, "nIl l'n!;:':II~I:: 
?" I'VC .... all'l 11I,'ill ,:11'\ I :'liI!Hl pil't' \-l1th v.ti",', 
1'll h 1 i (" 1 i rJ: til::: ( c) I \ " 'I ,;: I ' "\0'; I'" (,", III ;I P ; 1 r (I x i In;t I r-\ ~ i . 

2. Lot Improvement See Figure 4 (Alternative "A") 
.., 

• J .:. 0 lit .. t (' r r i \; l\ 



2. 

.A1.TER~TlyE "B" (See Figure 6) 

• Paved road for the mnln street .' 
• Concrete paved pnssages 
• 2" PVC pipe extended to all lots 
• 8" Concrete san:ltary sC'''er ripe utended to all lots 
• \"aler connections (6" ~ pipe 6p.rv1~lg 4 hou~;eA) 
• Public lighting (one lAmp every 65m'dppro:r.im!!tely) 

. .. 
Improvement (See Figure ~. (Altf"",.UH .~,~) 

• 
• 

• i 

140 m
2 

terrain 
Bathroom and laundry (including W .C., el1Ctwc, , laundry tub 
and plumbing) 

ALTER.."IATJVE "c" 

.AQaax «;.2 

.. · •• 12)of27 

1. fnfrastructure IlilprovemE'~:!l 

It PLlvL'd road for main slreet 
• Concr~te paved passages 
• Concrete rubble ditches at roael nnd passages 
• 2" PVC water pipe ext.ended to all lots 
• 8" Concrete sanitary ~ewcr pipc--extendl?d to all lots 
• Ivater C0111lcction (3/[1"0 pipr' servjng 4 housl~'~ 
• Sallltary sewer CUIlIlC'cl ion (6" 0 pipe scrv'!ng 4 houses) 
• 1'uh1 ic lightil~r (C1nc lamp e .... ery 65 ru Ell'pr'.lXim,ltdy) 

2. Imr~9_~'_c:.!:~l:.!..l,~ See Fi gure 4 (Alternatfve "e") . . .. 
2 

• 140 m terrain 
• Foundation and floors (c:oilCrf'tp) 
• Strllclul'es (rejnfClrccJ concrete) 
• IV;'llls (concrct (' blocks or reinfol."l'cd concrete pane] s) 
• Roof (corruGntrd ~sbesl(ls-cement sh~ot) 
• ])oors, wlntlm.:s (w(lod framinG with 8L11vun1zed f;hcet metal cover) 
• Batllroom and laundry fixtures (includinB w.e .• shower, laundry, 

and kitchen sink and plumbing 
• Electrical-one wall convenience outlet; one ceiling socket 

• Development is based on 70% of usable ar~a. 
• \l.'ater main is provided by ANDA to the property limits. 
• Sanitary sew~r is provided by ANOA to property limits or 

dumped at the nrarest existent wjter Course. 
• Cost [or wnter or sanitary connections arc t205 & t85 respectively. 
• Unit costs are tile same as those for San Salvador due to extra 

cost of transportation. 
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ALTEI\':~:\Tl VE ".\" 
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• 
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• 
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1't:r 1'.:1 i!l 
Access 
Lot Grading 
\"8 ter 
Sani tary S(>\,'c.r 
Public UghUng 

With 
With 
With 
Legal 

SUl.ITOTAT. 

J 0/; 
1 O~~ 

5% 
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(El Salvadorean e Colones) 

~ 1 nelO 
DO 
l5 
55 
Ul 
20 

¢i"4'5o 

l'39!i 
17!i5 
]Wlt 

5H 
~i'()o(Y = $7 60 U. S. 

~ .I 000 
;11, ~i 

;)5 
I (,r.., 
71. 'j 

2ll 
, ~' ?rlO 

:11. /il 
2tdl~J 

'ill) :, 
'i'i 
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25 
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for, 
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c. Home Improvements 

1. Operational Description 
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Assuming FEDECACES and FEDECCREDITO are toe pnly implementing 
agencies, implementation is expected to proceed as fqllpws: 

a. Promotion. There will be several channe~s through which 
news on the availability of loan funds will reach the target group. For 
those who have business to transact at the local caja or agencia, signs 
and hand-outs will be used to provide information (with pictures to 
encourage those who don't read to ask for information). In addition, a 
short training course will be held for DIDECO promoters and CENTA ext en
sionists to acquaint them with the program, train them in preparing 
information needed for a loan application, and encourage them to spread 
the word in the communities they cover. The prornoters/extensionists 
will also be trained in formation of solidarity groups among individuals 
who express interest interest in obtaining home loans. 

b. Loan Applications. Interested individuals and groups 
will apply for loans at any of the approximately 55 credit unions and 
cajas located throughout the country (excluding FEDECCREDITO cajas in 
the Northwest region). They may apply directly or with the assistance 
of a DIDECO promoter or CENTA extensionist. All aplications will include 
a sketch of the improvements to be made and an estimated budget. 

c. Loan Approval and Disbursement to the Borrower. These 
activities will be carried out in accordance with the present policies 
and procedures of the implementing institution. These procedures were 
analyzed in the Small Producer Development PP and were found acceptable 
to AID. There will be one small addition to these procedures. A res
ponsible official of the institution, who is also knowledgeable about 
construction, will review the sketch plan and budget for ac~uracy prior 
to loan approval. If the proposed improvements merit it, the institution 
may require that the services of a building foreman be obtained to super
vise construction. This is expected to happen very infrequently. 

d. Construction and Certification. The borrowers are expec
ted to obtain their own materials and do their own construction in almost 
all cases. When the work is completed, a certification that the work has 
been completed will be prepared by the local credit union or caja. These 
organizations will arrange to have responsible official or representative 
inspect the work and sign the certification. 



2. Design Standards and Typical Costs 
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Typical improvements have been considered. These are responsive 
to the needs of the target group and would seek to: 

Improve the lot by financing the cost of connecting to 
water, sewage, and drainage networks that might already 
exist or be provided as part of an upgra4ing effort. 

Improve the quality of existing housing units by financing 
the cost of a cement floor to replace a 4irt floor, or the 
cost of a new roof or new walls. 

Permit small expansions of these same uni~s as a measure 
to mitigate overcrowding. 

A possible mix of activities is included in the text. 

Home improvement programs will require coordination by institu
tions which are fully familiar with the nation's marginal neighborhoods. 
The EDURES study has already reviewed the character of these neighborhoods 
and their needs. Institutions like DIDECO, IVU, FEDECCREDITO, and 
FEDECACES will need to promote and monitor the program. Typical cost 
data is shown in Figure 2. 

D. Phase II Infrastructure (Basic Services) 

The solution of the problems of infrastructure in marginal communities 
will be directed at urban areas, principally in the secondary cities dur
ing Phase II. Setting a basis for design and costs is complicated tradi
tionally by the nature of the served communities. Their location, the 
limited or nonexisting urban planning, the high density, the inefficiency 
of the existing primary service systems (water and sewer), the lack of a 
city's econe·mic capacity to minimize many of the negative environmental 
impacts, and the low income of the occupants call for more flexible 
standards and solutions unique for each area. The solutions proposed in 
this project, nevertheless, satisfy the minimum requirements approved by 
agencies familiar with this type of project, and at the same time deal 
with the immediate needs of each community. 

In order to set a pattern of improvements and cos~a, a hypothetical 
community of 200 families has been selected. 

The improvements are based on the infrastructure a~d services recom
mended by the EDURES study in its final report, and will include: 

Improvement or construction of access roads and passages, 
earth work-grading only. 
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Figure 2: Typical Cost~ for Home ImproXli!nts 

Using data on the average size of eXisting lots and Qwslling units in 

squatter areas (tugur;~J and illegal subdivisions (co10n1"5. ilegales) 
- . 

estimates were made of the cost of typical home improvements as follows 

(see Fig~re 7. below: 

10111 -'-j~Sl. 
----------1 . I _/ 

! 2~{-~~-~· 
11 r: 2 '-:; :.1m _-r- ---~--·l --176 -

--4pm( {g 1./, 736 
r--~-

____ ._s~_ ~ 832 

'. 480 

Illes
g

b
.1

d
l ... '\_._---_._-_._----

_ lI. 1 V 1 S 1 on 

100 

30 

20 

$3280.0 

1. Arlditi()n 

HOi-I[ rr·1r'rUlVH1ENT 

II.-rloor 

If I.-Structure 

V.-Roof 

LOT IMPROVEMENT 

VI.-legalization 

.tJ.~?J. 5m 

/10.4 - _. 
,----------

~-

.'~-rJ~~~: 
88 . 0 - E - - 'U<. Z - CI:. . cvm _ 

o 

3613.0 

416.0 

240.0 

40.0 

N 

Squatter Area 

VII.-Indiv. wll conn. 30.0 

VIII.-Indiv S.S. 
conn 20.0 --

$1912.4 



Construction of a storm drainage system. 
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Improvement or construction of water line and network. 

Construction of sanitary system -- public latrines. 

Installation of a street lighting network. 

Construction or improvement of community centers. 

Construction of trash receptacles. 

Two alternatives are proposed, the difference being in the standard 
of finishing which is applied. Alternative A provides for dirt streets 
and walkways and public water and sewer facilities. Alternative B provides 
for pavement and individual lot connections. 

COST ESTIMATE FOR A COMMUNITY OF 200 FAMILIES 

Access road and passages 
Pluvial Drainage 
Water Line 
Sanitary installations 
Public Lighting 
Community Center 
Trash 

Sub-Total 

With 10% contingencies 

With 10% design costs 

TOTAL COST per family 
with 5% possible increase 
in cost of materials 

Cost for community of 200 families 

= 200 x 960 = ~192,000= $76,800 

rt 195 
91 

240 
130 

30 
40 
10 

756 

832 

913 

rt 960 



ALTERNATIVE B--HIGHER STANDARD 

Access road and passages (paved) 
Pluvial drainage 
Water line with house connections 
Sanitary sewer with house connections 
Public lighting 
Community center 
Trash collection 
Other improvements (retaining wall, etc.) 

Sub-Total 

With 10% contingencies 

With 20% design costs 

TOTAL COST per family with % 
increase in materials costs 

Cost for colony of 200 families 
= 200 x 1,316 = ~261,200 = $104,480 
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393 . 
91 

302 
160 
30 
40 
10 
10 

~l,036 

~,140 

1,254 

l,316 

Plans and specifications are based on the m1n1mum standards of DUA, 
ANDA, and CAESS, etc. Flexibility in the application of these specifi
cations has been discussed, and with minor modifications will assure 
acceptance by the GOES agencies so as to expedite the project's execution. 

Cost estimates are based on information obtained in lVU, ANnA, DUA, 
and from some contacts with private construction firms, which confirm the 
actualized costs provided by the EDURES study in 1978. 

The design standards are in full agreement with the minimum requirement 
of community improvement of GOES agencies and projects in actual develop
ment in San Salvador and some secondary cites. 

Construction material is available in San Salvador and other cities. 
The decrease in housing construction has created a surplus of material 
and costs have not increased at the same rate of inflation of other products. 

Transportation costs have increased but did not affect seriously the 
cost of construction materials. Labor cost have not changed substantially 
in recent months, but can be expected to rise. 



E. Small Enterprises Activity 
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1. Strengthening BFA/CENTA Institutional Capabil~tx 

While the basic institutional structure of these institu. 
tions is capable of handling the increased worklaaq, there are four minor 
t~sks which will need to be carried out before the project can become fully 
operational. 

a. A new form will have to be designed to reflect pertinent 
information for this kind of lending as well as serve the double function 
of collecting baseline data for doing impact evaluations,and being the 
actual loan application. . 

b. BFA, CENTA, and DIDECO field staff will need to receive 
orientation regarding the new credit line on such matters as: purpose and 
objective of the line; promotion, eligibility requirements, and loan terms; 
filling out the forms; the purpose and importance of the data; how to 
assess raw material supply, distance from markets, etc. 

c. Special orientation and training will be needed for BFA 
agronomist field staff coordinators from all 27 offices regarding the 
credit line and special training in business feasibility analysis. 

d. Hiring of two specialists in feasibility analysis to nrovide 
technical backstopping to agronomists and other field staff; review proposed 
loans; provide periodic formalized technical upgrading to CENTA extensionists; 
and provide periodic specific training to clients in their line of business, 
for example, in bee keeping, canning, etc. 
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F. Environmental Concerns 

1. Phase I 

a. Home Improvement Loans 

This activity should not cause adverse eff~cts upon the environment. On 
the contrary, it should provide for healthier living ~nvironments for 
beneficiaries. Home improvement loans may be used by beneficiaries to improve 
their existing housing by enabling them to put in a new floor, solid walls, a 
new roof, the addition of an extra room, and/or provide the house with running 
water and sanitary sewage disposal. Such improvements should have positive 
impacts upon the living environment for beneficiaries, 

Improvements would produce the following beneficial environmental im~acts: 

- The installation of Iiouseholrl latrin~s _~d septic tank 
the possibility of direct contamination to beneficiarie~ 
otherwise use the bare ground to deposit their feces. 

'd reduce 
would 

- The construction of concrete floors, concrete block walls, corrugated 
metal roofs would eliminate dirt floors, impermanent walls, and straw 
covered roofs. As a result, wetness, physical insecurity, and unhe~lthy 
living environments would be reduced or eliminated. 

- The construction of an extra room would eliminate the need for temporary 
family moves for future additions or modifications to enlarge a house 
to provide greater security for a family and a sense of good health and 
welfare for its members. 

Loans to legalize property title or for lot purchase would provide the 
means necessary for beneficiaries to acquire permanent satisfaction for 
making future improvements on their homes and properties. 

- The provision of water would probably be the most important of home 
improvements. It would satisfy immediate cooking and washing needs 
and would promote positive impacts upon health habits and improve hygiene. 
Moreover, beneficiaries would nut have to receive their water from 
contaminated sources nor buy it at outrageously high prices. 

b. New Shelter 

The construction of expandible core housing units would eliminate 
contamination of sub-soil because a complete bathroom is put in during the first 
phase and a complete house with bath is what would be the ultimate product of 
this process. 



1. Beneficial Environmental Impacts 
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Besides the beneficial environmental impacts citeq above that are generated 
by home improvement loans, the following posit"jve impacts are produced by new 
shelter construction: 

Individual septic tanks and latrines would be replaced by community 
septic tanks thereby eliminating possible contamination of underground 
waters. . 

- Receipt of legal title would eliminate the uncert~inty of one's ownershi 
of a lot. 

- Well laid out subdivisions that provide improve~ access to units within 
it and that include adequate space between housing units would reduce 
population densities such as those existing in illegal subdivisions and 
squatter settlements. 

- The provision of sanitary sewer and water connections to expandible core 
unit construction and the provision of a bathroom would eliminate a 
health hazard for beneficiaries and improve living conditions. People 
would be able to live under improved environmental conditions. 

ii. Description of Site for Phase I New Shelter Construction 

Two alternative sites were considered for development and location of Phase 
I new shelter units. The first site and the one selected for development is 
the San Bartolo site located near San Salvador's old airport which is located 
some 12 kilometers from the center of the city. The alternative site is land 
belonging to the Ministry of f-inance which would require costly earth moving 
to develop it because of hilly terrain that includes slopes over 15%. The 
selected site is not likely to have any adverse environmental impact. 

The selected site has the following characteristics: 

- Flat topography with gentle slopes. No part of the site includes slopes 
of more than 10%. 

- Minimal earth moving would be required. 

- Maximum site development potentialities. 90% of the site could be 
developed for urban purposes. The site could easily meet the standard 
that it be developed 60% for housing units and 40% left for roadways 
and open space. 

- Easy access - approximately only 100 meters - from a main highway which 
offers frequent bus service. 
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Is adjacent to an extensive industrialized are~ that could offer potential 
work places for residents. 

- Trunk lines for water and sanitary sewers are in place on the site. This 
would make connecting them up easy with new hous1ng units at minimal cost. 
(Only possibly one small part of the site would be difficult to be connected 
up to a gravity system for sewage disposal.) 

- The site belongs to IVU and has been designated for new shelter development. 
This site is near other areas bein~ developed by IVU for units costing 
approximately ~18,OOO (colones). (tl0,OOO units are being developed for 
this project.) Proximity to the above Qevelopments would be a favorable 
influence upon this project. 

- Between the main highway and the boundaries of the project site, there is 
a factory that produces pre-stressed concrete units. It produces concrete 
panels that IVU is using successfully in another housing project of some 
400 units of new construction. 

2. Phase II 

Sites for this phase still must be determined. The following types of urban 
development activities are proposed during Phase II: 

1. Community infrastructure; 
2. Home improvements; 
3. Site legalizations; and 
4. New shelter solutions. 

Phase II activities will be targeted for low income residents of secondary 
cities. 

As a basis: for approving specific sub-projects financed by AID, the following 
is proposed: 

a. Approval Checklist 

The following criteria will be applied in measuring the environmental impact 
of proposed sub-projects. Conformation of subprojects to the following will be 
the basis for determining their acceptability from an environmental impact 
standpoint. 

i. Site must be suitable for long term settlement as demonstrated by the 
following considerations: 

- Site is free from natural hazards in that it is not located near a river 
and or stream that is subject to flooding. 

- Site is not subject to landslides nor is such that vegetation and top 
soil get washed away regularly by surface water run-off. 

- Site is not characterized by steep slopes where construction would 
require costly earth moving. 



11. Existence of basic off-site services such as the following: 
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- Water supply is sufficient to be brought to the sub-project site, and 
there is adequate water pressure for its distribution throughout the 
sub-project site. 

- A sanitary sewage disposal system of sufficient capacity or one that 
could be modified to accomodate the introduction of new sewage capacity 
to the system should be in place for connecting up with the sub-project 
site. Discharge of untreated sewage into waterways should be avoided, 
if at all possible, and minimized, if not. 

- A strong drainage system for handling rqin water run-off in an efficient 
manner must be in place. This would be a simple matter for sub-projects 
located next to streams or some waterways. Special consideration must 
be given to handling drainage for sub-project sites located adjacent to 
railroad lines and roadways so that excess water drained off of them 
disrupt minimally the use of these lines and roads by traffic. 

iii. The following environmental considerations will be built into subproject 
design to the extent possible: 

Measures must be taken to prevent soil erosion and gullying if development 
must take place on steep slopes, crumbly soils, or recently filled land. 
If possible, construction on such land should be avoided. 

- Measures must be taken to prevent adverse effects of sedimentation such 
as the introduction of unwanted land fill to plug water mains and sewer 
pipes should developments take place on low lying subproject sites that 
are subject to the accumulation of water. 

- Secondary streets that connect subproject sites up with principal access 
roads that are adequate for handling new traffic introduced on them must 
be considered to minimize adverse environmental impacts. 

Installation of community septic tanks or a pipe collector system to be 
connected up with a secondary treatment plant, if possible, should be 
considered to replace individual septic tanks or pits. 

- Additional wells to satisfy water demands are dug, if necessary. 

- Storage tanks to secure water supplies, satisfy demands, and offer better 
water pressure are constructed, if required. 

- Adequate collector systems to accommodate storm water runoff are provided. 
if necessary. 

- A program for environmental rehabilitation of water courses adjacent to 
pr1ject sites is developed, if required. 



- Water table levels must be analyzed. 

- Vegetation removal must be minimized. 

- Seismic criteria must be applied in unit design. 
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- Adequate streets and pedestrian paths must be provided on subproject 
sites. 

b. Technical Assistance 

As indicated in the lEE, the GOES institutions responsible for project 
implementation are not fully versed in the application of procedures during 
the design and construction phases which help minimize adverse environmental 
impact. Therefore, technical assistance will be provided to enhance 
institutional capabilities to deal with environmental considerations. This 
TA will be of two types: 

i. Assistance in conducting the first two secondary city shelter needs 
studies that would include the identification of potential environmental 
problems. 6 person months/$50,OOO 

ii. Assistance in the areas of urbanization standards and minimum-cost 
shelter design appropriate to secondary cities as well as in the 
development of measures and project designs to mitigate adverse 
environmental impacts. 3 person months/$25,OOO 

The technical assistance to be provided would focus its attention upon the 
design considerations cited in a. iii above to insure that benefici(ll enlfh'onmental 
impacts are the result of new subproject development. 

c. Conclusion 

The need to provi de water, sanitary sewage facili ti es , stonn dra i naqe 
facilities, and streets and pedestrian paths to new urban developments or for 
the upgrading of existing illegal subdivisions anc squatter settlements will 
introduce more favorable environmental impacts than adverse ones for 
beneficiaries. 



ACTIViTY 

Credito de Avio 
(Rice, corn, beans, etc.) 

Produce ion Agricola 
(Helons, sugar cane, lettuce, 
tomatoes) 

Ganader i a 

Comercio y Servicios 

Industria 

Consumo Bienes y Servicios 

Compra-Construcclon, Hejora
miento de Vivienda 

All Others 
(Office equipment, coop education 
administration expenses) 

FEDECACES System 

INTEREST RATES CHARGED 

FEDECACES TO COOPS 

6% anual sobre saldos 

9% anual sobre saldos 

9% anual sobre saldos 

10% anual sobre saldos 

10% anual sobre saldos 

12% anual sobre saldos 

9% anual sobre saldos 

9% anual sobre saldos 
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COOPS TO USERS 

9% anual sobre saldos 

15% anual sabre saldos 

15% anual sobre saldos 

15%-18% anual sobre saldos 

15%-18% anua 1 sobre saldos 

2"% anual sobre saldos 

12% anual sobre saldos 



Act i v i ty 

Granos Basicos 

Algodon 

Cafe 

Cai'la 

Otros Cultfvos 

Ganaderia 

Avicola y Apfcola 

Cons t rucc i on y MeJora Propiedad 

Industria 

Comercio 

Pago Deudas 

Compra Propiedad 

FEDECCREDITO SYSTEM 

INTEREST RATES CHARGED 

FEDECCREDITO TO CAJAS 
TERMS 

Short Medium Long 

6% - -

6% - -
10.5% 13.5% 12.5% 

6% 13.5% -
10.5% 13.5% 12.5% 

10.5% 13.5% 12.5% 

10.5% 13.5% 12.5% 

10.5% 14.5% 14.5% 

12.5% 13.5% 13.5~ 

12.5% 13.5% 13.5% 

11% 12% 12% 

11 % 13% 13% 

Short 

8% 

8.5% 

13% 

8% 

13% 

13% 

13% 

13% 

14.5% 

14.5% 

13% 

13% 
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CAJAS TO USERS 
TERHS 

Medium long 

- -

- -
15.5% 1".st 

15.5% -
15.5% 11t.5~ 

15.5% llt.5% 

15.5% 11t.5~ 

16.5% 16.5t 

15.5% 15.5% 

15.5% 15.5% 

1"% 1 ,.% 

1 ,.% 1 ,.% 



THE EXISTING HOUSING FINANCE SYSTEM. 11 

A. The Existing Financing System for 
Housing and Related Intrastructure 
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86. There are several entities involved in the houling sector i 
different capacities. The principal ones are: 

Banco Hipotecario (BH) 

Financiera Nacional de la Vivienda (FNV) anQ the Savings 
and Loan Associations linked with it (MPs) 

Fondo Social para la Vivienda (FSV) 

Instituto de la Vivienda Urbana (1VU) 

Fundaci6n Sal vadore;;a de Desarrollo y Vi vienda Mfnima 
(FSDVM) 

87. The principal types of housing, each of these institutions 
finances, the income groups served and the terms of lending are summarized 
in Tables 6 and 7. 

88. In addition to these institutions, the National Institute of 
Pensions for Public Employees (1NPEP) and the Salvadorean Social Security 
Institute (1S5S) are becoming directly involved in the field of housing 
finance. There is also an intricate informal hut_.sing finance system in 
the low-income urban neighborhuods which provides housing, frequently at 
very expensive terms, to the lowest-income groups. 15/ 

89. The provision of infrastructure is primarily the function 
of the Administracion Nacional de Acueductos y Alcantarillados (ANDA), 
an autonomous institution administered under the Ministry of Public 
Works which provides water supply and sewerage, and the Direccion de 
Urbanismo y Arquitectura (DUA) in the Ministry of Public Works which has 
;~e responsibility for urban roads, drainage works and erosion control. 

1. This annex is a copy of Appendix 2 to EDURES Document ,:'~', entitled 
Institutional Improvements in the Housing Sector. 

15/ See EDURES, A Progr~ for the Integrated Improvement of Critical 
Metropolitan ~reas in El Salvador, May, 1978. 
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Enthy 

'undaci~n Silvadoreni d. 
o ••• rrollo y V1vi.ndl "'1 n 1... «rSOVM) 

In.tituto ~~ Viviendl 
Urbani «IVU) 

fondo Socl,,1 de I" Vi vi
enda (fSV) 

flnanClera Naclonal de 
16 Vlvlenda (fNV) 

SavlngS and loans 
associations (AAP's) 

Banco Hipotecario (BH) 

TIIBLE , 

LEGAL NATURE, GEOGRAPHIC SCOPE, OBJECTIVES AND SOUACES OF fIH&~Cf OF 
PAINCIPAL HOUSING INSTITUTIONS AND GROUPS IN THE FOAMAL SE~TQR 

Privlt. 

Autonomou. 

An officill credit in.titution 
-- autonomous and decentral
ized 

lin official credit institution 
-- autonomous and decentral
ized 

Private credit entities 

An official credit institu
tion governed by legislation 

Ce09uphic 
'cope Declar.d Obj.ctiv,. 

N.tionl) TO promote community d.v.lopment 
in aarginll •• ttlem.nt., ynd.r
t.k. the conltruction pf '~ini
__ I" hou.ing and ,oci.~ t.~ili
tiea •• upport the development 
of cooperativ •••• nd cr •• t. new 
.ourc •• of employment tar mem
ber. ot lOW-income hou •• ~old •. 

Nltional Planning. impl~mentltion .nd 
manlg.ment of hou.inW proWrlm. 
for low-inc~. and m.dium-income 
hou.ehold •• 

Nationll Provllion of credit for. the 
purch •• e of ~~u.lngj con5truc
tion and repair,: debt refinanc
ing; crpditl to cooperative. for 
furniture and household equip
ment; credit. to emplo~er. for 
the construction of wurkerl: 
housing; and the pTod~ctl0n of 
construction malerla15. 

National To facilitate, through 6avings 
and loan aSSoc18tions, the 
aCQuiaition and maintenance of 
houle. for the maxlmum number 
of middle-income hous.hpldl. 
Among ita other function •• the 
THY i. able to provid, tinan
ei.l .ssi.t.nc~ to th~ AAP' •. 

National To provide lo~n. for the con
struction, acqUIsition, con
&ervation, rep~lr or improve
ment of housing. The AAP ' & 
are al.o abl~ to finance the 
urbanization of land fDr the 
COnstructlOn of houslng. They 
are regulated by norma oltab
l,.hed by the fNV. 

National To undertake lu~n. With rp.al 
prooerty mortgage guarantee. 
-- including loan. for the 
construction and acouiaition 
of houling. 

-------------------
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Donltion. 

Sub.idi .. 

La.!!n. 

Payment. by the hou.ehold. 
lerved 

The i.luing of bond. 

Subo1die. 

Loan. 

Payment. by houlehold. 

Xssuing of bond. 

Contribution. of employer. 
and workrra 

Central government subsidiea 

Pa;,'ments by borrower. 

IBsuing of bond. 

SubSldlel 

Loan& 

Payments by bOT rowers 

Issuing of bond. 

Savln95 deposita 

Loans 

P~yments by b~rrower. 

Savings dppo.it. 

Loan. 

Payments by borrower. 

The issuing of ~edul •• 



EnUty 

FSDIIM 

JVU 

rsv 

THY/UP 

8H 

Commercial 
Banks and 
Insurance 
Companies 

TAIL.t 7 

fINANCING TERMS Of, AND INCOME GROUPS SERVED BY, THE PRINCI'A~ 
HOUSING INSTITUTIONS AND GROUPS IN THE fORMAL SECTOR 

Price. of Hou.in9 

, 
, 

rinlnced 11 
HI x1 "''

(AverIge) 
Hi ni II"" 

5,100 41 
(J,600)-
1,700 

25,000 
111,000) 

5,000 

, 20,000 21 
112, 000)-

7,500 

fl 75,000 3/ 
(32,000)-
H,OOO 

fl 109,000 
(50,000) 
15,000 

fl 120,000 
150,000) 
15,000 

Downp"ym«nt., P.riod. 
.nd Int.r •• t Rlt •• 

D.I 51 luH-h.lp) 
P. I 20 y .... 
I~: 6.41 per year 

D.I 10. 
P. I 25- 30 yur. 
l~: Up to fl 6,000-6' 

per y.ar: more than 
fl 6,000-7. per y.ar. 

D.: Hone up to fl 15,000. 

P. : 

IR: 

D.: 

P. : 

IR: 

D.: 

P. : 

IR: 

Hor. than fl 15,000 
and up to fl 20,000-
the exce •• over 
fl 15,000. 

20/25 year. 

61 f~r year up to 
fl B,OOO; H per year 
if more than ~ 8,000. 

51-lSI 

IS yean, ulual (25 
,rara. accordinq to 
law) 

10.50' 

20. In houarl up to 
Il 50,000: 25\ in 
house. more than 
Il 50,000. 

10-1S year •. ' 

9.~' ppr yrar in 
housel up to g SO,OOO; 
10.51 in thOle mar. 
than fl 50,000 up to 
Il 120,000: 121 in 
those' more than 
Il 120,000. 

D.: 201-251 
P.: 10 yellr&, mllxlmum 
IR: 12'-131 

fl 15.00-1" ]5.00 

fl 40. OO·fl 70. no (1m. 
family /lou ... ) 
fl 100.00 (.par~en~.1 

201 of ,a~ary a •• 
rnA X ia\WI , 
(Plyment 'Yu.", 
vlri.1 v1th inc~, 
up to , 5001 

251 of income, al • 
maxi tnUln. 

251-301 at their 
inca.e, ••• m.xl.~. 

251- 301 of income 
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Inc .... Croup. 
Served IHonthly 

Houl.hold Inc~~.' 

fl 100 or Ie .. 

fl 400-fl 600 
IIVU r.9ulation 
frOlO fl 200 to 
fl 600) 

fl 500-11' 700 
IAccordin9 to rsv 
r.gulationa, fram 
fl BS to Il 700 but 
fl SOO-fl 700 ha. 
the range in prac
tic.' . 

fl 600 or mar. 

Il 1,000 or IIIOr. 

NOTES: II These figures are representative. Ther~ ~rp unit. financed out.id~ the Ie rangel in .~ ca.ea. 
~I The F5V has g 20,000 as a maxim~ Ilmit for its loans but 1t may financ~ unit. up to • maXlm~ oC 
~ 25,000 Wlth the dlffecence between ~ 20,000 and thr total pric .. paid by the borrower. ~/ The Ji .. a of 
~ 7!»,000 16 for IndIvidual houses; tor apartments the maXImum i. ~ 120,000. 4/ The lower limit of ~ 1,700 
i& for units on relatIvely inexpensive land in San Miquel. The rSDVM al.~ ha. a .mall number of rental 
units pClced at fl 1,500 per family and a small number ot house. for which th .. price 1. Il 10,000: in the 
latter case the unit& yield a profit which i. u.~d to lubsidllP unit. at lower price level •• 
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ANALYSIS OF EFFECTIVE DEMAND AND PAST PRODUC~ION 
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78. Table 4 shows estimates of the effective demand for new housing 
and for the housing improvement program in El Salvador. The table notes 
that low-income families have a proven, ~ven though very limited, capacity 
to pay for shelter. The figures showing the demand fOr new housing are 
based on estimates of new household formation during the 1978-82 period 
(Column 4). The figures showing the demand for the improvement of 
existing housing represent the part of the proposed housing improvement 
program which will affect existing housing. 13/ 

79. The Table shows that 71 percent of the new households demanding 
housing in the SSMA in the 1978-1982 period will be low-income households. 
If the total of new households 2nd households participating in the 
rehabilitation program is considered, 81 percent of households demanding 
new or improved housing are low-income households. li! The vast majority 
of new households who will require housing in other urban areas and in 
rural are~s also have very low incomes. 

BO. Column 9 of Table 4 shows the approximate amounts of capital 
expenditure for housing which households at each income level can afford. 
It is assumed that market financing with terms averaging 12 percent for 
20 years is available. If lower rates were available for low-income 
families, they could afford higher capital expenditures for housing or 
they could be charged lower monthly payments. 

Bl. Nevertheless, even at 12 percent, low-income groups can afford 
the elements of the housing improvement program targeted for their 
respective settlement types. (See note 3 for Table 4 which explains the 
costs of the elements of the improvement program.) 

82. It is interesting to compare the patterns of effective demand 
shown above with recent targets and performance in the housing sector. 
Table 5 shows the targets of the principal housing institutions for 
the 1973-1975 period and the performance of each housing institution. 
Although the Banco Hipotecario does not have establisheQ targets, its 
contribution has been included in the table. 

13/ The proposed housing improvement program will also accommodate 
large numbers of new low-income families in the SSMA during the 1978-1982 
period. 

14/ This assumes that the demand for housing improvement or replace
ment of middle- and upper-income families is low. 



Entity 

FSDVM 
IVU 
FSV 
FNV/AAP 
BH 

Total 

Table 5 

Housing Units Financed by the Principal Housing 
Institutions and Groups, 1973-1975 

Number of units Financed 
1973-1975 

Target for SSMA f'i a 
1973-1977 National SSMA Percent of 
(Nation) Tot",l (approximate) Totd 

14,000 1,644 !I 1,480 90 
16,940 2,940 1,764 60 
Not available 3,706 !I 3,558 9g 

7,700 4,772 4,772 100 
Not applicable 1,992 1,992 Y 100 Y 

15,054 13,566 90 
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Percentage 
Fulfillment 
of 1973-1977 
Target during 

1973-1975 

12 
17 

Not available 
62 

Not applicable 

SOURCES: 1/ Ministerio de Planificacion y Coordinqcien del Desarrollo 
Econ6mico y Social, Informe Preliminar de la Misien Alemana, San Salvado~, 
28 August 1976. Y The th.:ee-year period, I July - 30 June 1976, may 
exceed the actual number of units because of double counting for units 
constructed by contractors with BH finance and loans made to individual 
households for the purchase of units. II Data on geographic allocation 
were n0t available when these data were prepared. It has been assumed 
that all units financed by the BH were in the SSMA. A small number of units 
may have been located elSewtlere. 

83. The three-year period for which performance is identified in 
Table 5 covers 60 percent of the Five-Year Plan period. The savings and 
loan associations reached their tdrgets. The other two entities that had 
targets (FSDVM and IVU) fell far below them. In the case of the FSDVM, 
the availability of land and services was a major problem. In the case 
of IVU, funding was a major problem. 

84. More important than the shortfalls in production shown in Table 
5 is the fact that the vast majority of planned and actual housing produc
tion has not been targeted toward the groups which represent most of the 
effective demand. Only the FSDVM is building projects which are affordable 
by low-income groups. Thus, low-income households who represent the 
majority of those requiring housing have been forced to rely heavily on 
the informal sector for housing. Even at the somewhat lower interest 
rates now provided by formal sector institutions, most low-income families 
cannot afford the available new houses. The population, in tugurios, mesones, 
colonias ilegales and other low-income settlements can only be expected 
to grow if affordable formal sector programs are not devised. 

85. This analysis shows the importance of adjusting standards to 
produce housing affordable by the majority. The proposed Improvement 
Program for Critical Metropolitan Areas is one progr~ wnich does this. 
The sites and services program of the Fundacion SalvadQr~na. is another. 
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AGRARIAN REFORM SUPPORT ACTIVITY DESCRIlilPN 

1. Background: 

On March 6, 1980 the Junta Revolucionaria de ~obienlo (JRG) declared 
its intention to restructure the agricultural sec tar in favor of thousands 
of tenants and landless campesinos and signed Decrtlit 153, "The Basic Law 
of Agrarian Reform" which establishes the basis for this long awaited 
reform. The law provides for expropriation with compensation for all 
holdings in excess of 100 hectares of good lands or 150 hectares of poorer 
lands. 1/ The initial stage of the reform will fOCQs on holdings in excess 
of 500 hectares as provided for ~y Decree 154 which was also issued 
March 6th. . 

The full dimensions of the reform cannot be accurately estimated at 
this time but it is clear that the structure of ownership will be dramatical
ly altered in favor of the poor. Table I below compares estimates of the 
parameters given by the JRG in the COUl'se of proclaiming Decree 153 with 
independent estimates for the first stage of the reform invoked by Decree 
154. 

TABLE I: Estimates of Stage I Impact of Agrarian Reform 

(Properties in Excess of 500 Hectarea) 

JRG Estimates Independent Estimates 

No. of owners •••• 244 376 

No. of properties • 376 1,000 

Area Cha.) •.••••••• 224,038 400,000 

% of total farm land 
(based on 1971 Ag Census data). 15 27 

When the legal land bolding ceilings of 100 Ha. and 150 la.are ap
plied in stage II of the reform, as much as another 300,000 hectares could 
be affected bringing the total to almost half of all farm lands in El 
Salvador. 

Until the process of expropriating the affected properties, inventory
jng the assets and identifying and enumerating the beneficiaries is 
c .... lpleted, the full dimensions of the reform will not be known. Neverthe
less, it is clear that large quantities of coffee, cotton, sugar cane and 
pasture lands will be affected and the community of campesinas living on 

1/ In terms of US Soil Conservation Service standard land classification 
categories, 100 Ha. of lands containing class I-IV soils or 150 Ra. 
cf class V-VII soils are defined by the law as the maximum amount of 
agricultural land that can be retained per f~ily. 
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or in the immediate environs of the expropriated properties will collectivi 
ly own, manage and operate these lands that they hAve traditionally wurked 

II. Activity Description 

~. Sub-Project Identification and Approval 

The Mission will develop in consultation with the Government, an 
implementation plan, the essence of which shall be incorporated into the 
project Loan Agreement. This plan will include a description of the 
mechanism by which discreet, site specific sub-projects will be proposed 
and approved for funding. This will require a list of activities eligible 
for financing under the Agrarian Reform Support Activity component of this 
project: a description of the focmat and cpntent to ~~ employed for sub
project proposal documentation, criteria to be employed in the sub-project 
review and approval process and a description of the planning, approval 
and disbursement channels and mechanisms. As with other project funds, 
the }linistry of Planning (MinPlan) shall be the signatory borrower and 
funds shall be channeled through the Central Reserve Bank to the sub
project authorizing/implementing entities. 

The specifics of the sub-project identification and imple~entation 
mechanisms will be fashioned against the back drop of proposed major reformf 
in the institutions that serve the agricultural sector. The intention of 
the proposed rural public administration reforms is to make public institu
tions more responsive to the needs of their clientele - the newly formed 
campesino organizations whose membership consists of communities of tenants, 
hired laborers, "colonos", etc. who have traditionally worked affected 
lands and live on or near the expropriated properties. 

Cooperatives, Campesino Comunal Associations (ACCs) or similar 
collective entities are being organized with the assistance of ISTA 1/ 
and the Ministry of Agriculture. It is through thE vehicle of these
emerging organizations that the land reform beneficiaries will acquire and 
exercise their rights of land ownership and management. Figure I sum
marizes the organizational process and structure that are taking form as 
properties are expropriated. 

Having acted to restructure the land ownership patterns of the 
agricultural sector, the Government is now considering a major restructur
ing of the public sector which is charged with promoting and supporting 
rural development. The intention of the proposed institutional reform is 
to invert the old system, making the new campesino prganizations the basic 
building block in a reoriented, bottom-up planning and decision-making 
system. Thus, campesino community organizations would identify their own 
needs and priorities ,1S articulated through their general assemblies and 

1./ Salvadoran Institute or Agrarian Reform 
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boards of directors. Broadened responsibilities and/or new institutions 
are envisioned at the municipal. departmental and regional levels to serve 
the new campesino organizations and link them to tpe resources of the na-" 
tional government. Chart I summarizes the propared reorganization of the 
public sector tasked with promoting rural develop~ent. 

B. Project Elements and Budget 

Goous and services eligible for financlng under this activity 
are similar to those for other portions of the Marginal Community Improve
ment Project - community basic services. home improvements and access to 
income-increasing inputs. What distinguishes this activity from the others 
is the clientele being served and the institutiona that will be involved 
in serving them. ISTA, the Agricultural Development Bank (BFA)and DIDECO 
will play prominent roles in helping to meet the needs of newly organized 
communities of agrarian reform beneficiaries. Because this activity is 
designed to respond to beneficiaries' requests rather than impose pre
conceived notions of needed assistance, it is not possible to submit an 
exhaustive list of sub-projects. However, presented below is a representa
tive list of unit costs for the principal elements which will be eligible 
for project support. Cost estimates are based on actual public sector 
experience in financing these types of activities. 

TABLE II 

Representation List of Eligi"ole Items and Unit Costs 

Community Basic Services Unit "Cost 

1. Water Systems and Water Catchments $1,900-3,000 

2. Secondary Electricity Distribution 9,000 

3. Drainage Improvemen~ 2,000 

4. Bridges 6,000 

5. AcceAS Roads 9,000 
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Land Refonn Beneficiaries - Group Farming 

Participants 

All those living within the 
property or near it and wtx> 
have \>.Orked On it. 

Elected by the Assembly. 
Appoint a person per crop~ 
if the property produces only 
one crop I appoint 5 persons. 

This can be the sane farm 
administrator of the ha
cienda i an experienced 

-w:::>rker elected by, the 
Assenbly or a MJ\G technician. 

Elected by the Assembly fram 
rurong.. .. their rnanbers. 

Assembly I 

Council of 
Directors 

M3.nager 

WJrking 
O::mn.i.ttees 

!rrmediate Tasks 

Elect is COuncil of Directors; 
partio:.pate in the inventory; 
delegqte urgent tasks; decide 
if current fann managers are 
to conUnue ~rking rn the fann. 

Coordinate nest urgent tasks; 
review credit needs; request 
assistance; organize caretaking 
of the enterprise. 

Participate in the inventory; 
carry out tasks; see to it that 
the agricultural enterprise 
continues to function. 

Develop as~tS and,tor. ac£:ivitief 
of the enterprise. 

Cbrcm:i.ttees will be elected 
according to crops and will 
accomplish their work and 
tasks in acoordance with 
the activities to which they 
have been assigned. 
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LEVErS CURREN!' 

proPCSED OIG\NIZATICN FtNCl'ICNS stPPORr 
: OF(;ANIZATlOO 
I 
: NATICtmL DIDECD • National O::>uncil of Rural • Ebrmulate' Policy for Rural De- • Pl.anniD:;J Systan 
I , Developrent velo:prent 

• Approve Plan for Rural DeYelq>- • Funds:~for- Rural. 
trent Developnent 

• Coordinate InteDninisterial Act- • Furrls for PlJnicipal. 
ion ·~l..opnent 

REmCNAL • Regional Q::mnittee for • Ebnrulate Policy for Ie}i.onal • Credit Pl.anniD:;J 
Rural Develo:prent Developrent Systan 

• Awrove Regional Plan 
i • Fomulate Regional Projects 

I IEPARlMENl'AL G:JIJEmOR' 5 OFFICE • Depa.rtInental ()::)ordination • HaIIronize District Plans and • Plaming SystaIl 
I Projects 

! 
• Depart:m:mtal Assanbly • Fbnnulate Depa.rbnent:al. Plan 

• Awrove sane Sectoral Projects 
• ~ Departmental Plan 

I • Define Policies 
• .Evaluate Plan 
• Give sectoral SUggestions 

I • Pro);x:>se Investments lU3get I ! 

r-
MWICIPAL M.NICIPAL cnN::IL • ~cipal Cl:runcil cor ~. -. Pratote ard Siileet !Xoj~ -; -_ - • Funds fOE' Pural 

i.I'q: ¢ representatives of Infrast:n1ctuI: 
Cr:r.m.mity Boards • Manage Fund;for Basic Infra- • Sectoral Systaa for 

structure ~rks Proj.:t PlAming 

•. QwIge AQlnta 
I 
I 

I 
I 
I 

i - --. 



LE.VELS CURRENl' PIDPOOED ORG.Z\NIZATICN FWCl'IOOS stJPP(Rl' 
O~ZATlOO 

C1\NIW • Projects • Carmunity Boards · Organization of Base • PraIDter8 
VILtAGE, CXIvMJNI .. 

• Olange Agents • Agrarian Refonn Q:mnuni ty IDeal planning • Trainers n-- EN.mw.tUSE · 
• Q::rmumity 

Assarblies CCIlmJni ty W:)rks · Organizations Participation with work · 
arrl/or ResourC"ElS 

· COnsult 

· Iocal Decision-Making 
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In addition to the $2,000,000 in Development Loan funds programmed 
above, $200,000 in Development Grant monies will be used to fund comple
mentary technical assistance and training activities. Areas of assistance 
will include: 

Organization and Strengthening of Cooperatives 

Enormous needs are anticipated in the areas of organizing producer 
cooperatives, training membership and leadership in the concepts and 
practices of group-owned and operated enterprises, business management 
and accounting. This technical assistance is intended to strengthen the 
financial viability of the executing agencies and ~he new campesino 
organizations. Training is expected to be largely short term and conduct~d 
here in El Salvador. 

Rural Development Administration 

Technical assistance and observational/educational travel to_third 
countries will be financed for the purpose of assisting the Government to 
develop a coherent and effective system of public services responsive to 
agrarian reform communities' self-articulated needs. 

The implementation plan to be developed by the Mission in consultation 
with the Government shall include provisions for the programming, utiliza
tion and disbursement of Development Grant Funds for technical assistance. 

C. Beneficiaries 

Beneficiaries of the Agrarian Reform Support Activity will be the 
thousands of campesino families living on or near the large expropriated 
estates who have now become the owners of these lands through their 
membership ana participation in the newly formed cooperatives or quasi
cooperative organizations. Although specific income data are not yet 
available, selection criteria dictate that land reform beneficiaries 
shall include the previously landless or those who owned too little land 
to meet subsistence requirements. 
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SCOPE OF I.JORK and 

COST ESTIMATE FOR PLANNING FOR 

PHASE II ACTIVITY 

Consultancy 

Assistance to HUD in developing the internal 

organization and the necessary procedures to 

effect coordination among shelter institutions. 

Assistance to HUD and FSV in conducting a study of 

GOES housing finance institutions and policies and 

in developing recommendations to improve them. 

(Possible related training to HUD/FSV personnel 

in related housing finance theory and techniques). 

Assistance in conducting the first two secondary 

city shelter needs studies, including the identifi-

cation of potential environmental problems.* 

Assistance in the areas of urbanization standards 

and minimum-cost shelter design appropriate to 

secondary cities as well as in the development of 

measures and project designs to mitigate adverse 

environmental impacts.* 

Assistance in developing expeditious procedures 

for legalizing tenure in secondary city marginal 

corrununities. 

I V I M L 

Annex G.B 

Effort Cost 

6 p/m 

$ 50,000 

12 p/m 

SlOO,OO(, 

6 p/m 

$ 50,000 

3 p/m 

$ 25,000 

3 p/m 

$ 25,000 

30 p/m 

~_Q.OO 

*This technical assistance will focus its attention upon._the --
design considerations cited in Annex G.2 paragraph F.2.a.iii{pg 26) 
to insure that beneficial environmental impacts result-from new sub-
project development. . 
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A. Basic Community Services Activity: Directorate for Community 
Development (DIDECO). 

1. Creati0n/Purpo~e: DIDECO was created in the Ministry of 
the Interior in late 1977. It's stated purpose is to "promote develop
ment within the communities of El Salvador as a basis for national 
development." Activities .::Ire promoted which involve significant 
community participation and are intended to lead to integral social, 
cultural and economic well-being, with much of the effort directed 
towards attitudinal change. 

2. Scope/Structure: Approximately 80% of DIDECO's efforts 
are concentrated in rural areas. Urban activities, such as latri
nization, are for the most part located outside of the San Salvador 
Metropolitan Area. Structurally, DIDECO is organized both geogra
phically and programatically. There is a central office in San Sal
vador and five regional offices responsible for surrounding operational 
zones. Programs are generally o~ganized by function; however, recent 
integrated rural development progrars with international donors have 
been set up as special geographic offices. 

3. Activities: DIDECO's major activities can be classified 
into functional and geographic areas: 

a. Functional 

1. Food distribution (from World Food Program) as 
an incentive for participation in community 
activities or training. 

2. Income/employment generating projects, for which 
technical assistance and credit (through FEDEC
CREDJTO) are provided. 

3. Promotion of community organization to carry out 
basic infrastructure projects or other projects 
related to community needs, in coordination with 
other government and international agencies. 

4. A small farmer irrigation program funded by AID. 

b. Geographic 

1. San Miguel-Morazan Community Development Project 
which is directed toward 17 communities in the 
poor northeastern region in conjunction with 
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various national and international agencies. 

Northwest Community Development Project which 
is funded by the Interamerican Development Bank 
(IDB) and oriented tmvard improving community 
infrastructure and supplying productive credit 
to the poor in the Department of Chalatenango. 

4. Personnel: DIDECO currently employs 541 ppnple, most of 
them in the field, of which 76 are social promoters and 313 are 
involved in construction of community projects. These figures are 
indicative of DIDECO's de facto role as a mini-public works agency. 

5. Budget: DIDECO's 1980 budget totals $6.8 million, broken 
down as follows: 

Activity $0006 % 

1- Administration/non-project 
Salary Costs 1,089 16.1 

2. Commuuity Infrastructure 1,840 27.2 

3. Northwest IRD/BID 2,565 37.9 

4. AID/San Miguel-Morazan 540 8.0 

5. Small Farm Irrigation 732 10.8 

6,766 100.0 

6. DIDECO Capability: DIDECO has the capability to carry out 
the Community Infrastructure Activity. The additional budget of $6 mil
lion spread over 18 months represents dn annual increase of approximately 
60%. However, as rliscussed in the Project Description and the Technical 
Analysis (Annex C. 2 .) much of its personnel can be used only in com
munity infrastructure activities and this personnel is underutilized 
at present. The key areas where its administrative system needs improve
ment have been identified and technical assi~tance funds are included 
in the pruject to help DIDECn to solve its present management weak
nes~~s. Furthermore, part of the project funds will be available to 
finance any additional personnel that may be needed in implementing 
the project. 

7. Additional Information: A detailed description of DIDECO's 
organization and accomplishements can be found in a study carried out 
in September 1978 by Servicios Tecnicos del Caribe. A copy of this 
study has been sent to LA/DR bulk files. 



B. Shelter Sector Institutions 

1. Overview of Financial Institutions 11 

1) .Review of the Principal Financing Entities 12/ 
Banco Hipotecario (BH) 
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90. Banco Hipotecario is an official credit institution which 
serves the highest income groups with a limited number of commercial 
interest housing loans. 

91. The Banco Hipotecario receives deposits and loans and is 
authorized to issue Cedulas Hipotecarias, mortgage bonds backed by the 
mortgage portfolio and the other assets of the institution, and the 
guaranty of the government. 

Savings and Loan Associations (AAP) 

92. The private savings and loan associations are regulated by the 
Financiera Nacional de la Vivienda. The associations receive deposits 
and loans and finance the purchase and construction of housing and, to 
a limited extent, short-term financing for other purposes. 

93. There are six associations which are stock corporations. 
Ownership of the associations is by relatively small groups; most are 
owned by groups which own several financial institutions of different 
types (commercial banks, insurance companies, etc.). The interest which 
the associations pay on deposits and receive on loans is fixed by the 
Junta Monetaria as are the interest charges of other financial institutions. 

94. The savings of the associations have grown rapidly in the last 
several years with an increase in savings deposits of over 71 percent in 
1975. These savings were 22 percent of all institutional savings at the 
end of 1975. This growth has been the result of growing public confidenc· 
in the associations and the slightly better interest paid by the associa
tions than by other financial intermediaries. Savers in the associations 
then represented eight percent of the urban population. 

95. Mortgage loans by the associations are limited to houses costi] 
no more than ¢ 75,000 for single family units and ¢ 120,000 for units in 
multi-family structures. There is, however, considerable market pressure 
to finance higher priced units. Developers have eluded the intent of the 
price regulation by selling land for cash separately. Loans can be for 
up to 95 percent of the value of houses. Loans can also be made for up 
to 75 percent of the value of home imp~ovements. 

11 This overview was taken from EDURES study No. 36 

16/ For a detailed analysis of each of the housing institutions see 
the individual papers prepared by EDURES. 
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96. The associations pay 6.~ percent on sight deposits and receive 
10.5 percent on mortgage loans. 'S! .newhat higher rates ~pply to construc
tion loans. The associations have been quite profitable in recent years. 
Profits before taxes have ranged between 13 percent and 20 percent of 
capita~ during the 1971-1975 period. 0 

97. About four percent of all financing used by the associations 
through 1975 came from outside El Salvador; this amount has decreased 
in recent years. There have been sufficient funds available locally to 
finance exi~ting programs. 

98. Faced with higher levels of funds available than were being 
absorbed under existing regulations, the associations have been gradually 
allowed to enter new lending fields. Price ceilings have been raised; 
associations have been authorized to make loans of up to 10 percent of 
their assets for personal needs other than housing which are guaranteed 
by savings deposits. In 1974 they were authorized to give loans for 
non-residential buildings such as offices, commercial centers and hospitals. 
In spite of this, the associations have been faced with increased levels 
of liquidity as their resources, primarily from savings deposits, have 
increased. Table 8 shows the growth of available resources over uses 
in new loans. It shows that even allowing for unforeseen withdrawals 
there is a considerable amount on hand in cash and bank deposits which 
could be available to finance housing. This excess has not been used 
in housing largely because of a series of bot~lenecks in the production 
of housing. (See Appendix 3.) 

99. Because of the illegal nature of most low-income settlements 
and the higher risks of programs for low-income groups, the associations 
have not been able to reach down to lower-income groups. 

17/ The rates mentioned here were those in effect until June, 1978. 
Interest on deposits was increased to 7.5 percent in 1978 with interest 
on loans unchanged. The possibility of raising rates on deposits again 
and raising rates on loans was under discussion in ~ugust of 1978. 



TABLE 8 

Sources and Uses of Funds in the Savings and Loan System 

Sources of Funds: 
Capital 
Reserves 
Retained earnings 
Credits from FNV 
Savings 

Total resources 

Uses of Funds: 
Housing loans 
Offices 
Equipment 
Other 

Total Uses 

Investment in securities 
Cash and bank depo.si ts 
Legal reserves 

rota1 available resources 
and short-term invest
ments 

SOURCE: EDURES analysis. 

1975 

9,979,422 
282,422 

2,987,492 
11,434,405 

242,616,153 

267,299,894 

175,194,744 
85,309 

1,555,990 
668,759 

177,504,802 

19,760,896 
45,772,581 
.24,261,615 

89,795,092 

The Financiera Naciona1 de 1a Vivienda (FNV) 

1976 

11,342,069 
893,166 

5,181,409 
9,283,874 

356!908,047 

383,508,565 

219,177,885 
165,309 

1,599,568 
11,760,464 

232,703,226 

32,358,674 
82,765,860 
35,680,805 

150,805,339 
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100. The Financiera is the regulatory agency of the savings and 
loan system. It regulates many of the types of loans the associations 
can make and acts as a lender of last resort. It insures savings and 
is authorized to insure mortgages but has not yet done so. It audits 
the associations. It is authorized to establish a secondary mortgage 
market by buying and selling mortgage credits and issuing National 
Housing Bonds. It acts as fiduciary agent for the first and second 
World Bank ur~~ development loans. 

101. The Financiera has provided credits to the associations in 
the past, but has not done so between 1974 and 1977. For the moment 
the associations do not need to borrow. The international loans which 
the Financiera has access to carry terms which do not suit current 
Salvadorean interest structures (see below). 
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102. At the end of 1975 the Financiera had a balance of deposi~s in 
and loans to the associations of ~ 11.4 million of which ~ 4 million were 
~eposits with the associations and the remainder were mortgage guarantied 
loans. This was down from a balance of ~ 24 million in 1974 and represented 
only four percellt of the total resources of the savings and loan 
associations. As a result, the annual income of the Financiera, which 
is earned largely from interest on loans to the associations, has been 
decreasing. 

Fondo Social para la Vivienda (FSV) 

103. 'the Fondo Social was founded in 1973. It is funded through 
salary deductions, employer contributions, and government capital con
tributions. There are now about 150,000 workers and 10,000 employers 
participating in the ~cheme with contributions of 0.5 and 5.0 percent 
of wages respectively. Workers are entitled to reimbursement of their 
and their employe~s' contributions on~y upon retirement, death or disabilit~ 
with interest 01 aoout 0.5 percent per year. 

104. Loans Ci:n be m,de to worker s with interests of 4 to 10 percent 
and with variable puyme.-,\: :,oans for the lowest-income groups. All con
tributors are eligible fJ~ ioans. The Fondo finances new housing construc
tion through deposits in the savings and loan associations which, in turn, 
loan the funds for construction. It has also brought houses from IVU. 
The Fondo is considering entering the field of land purchase and direct 
construction on an even larger scale. 

105. The Fondo is operated on an actuarial basis similar to social 
securi ty. It ensures that future demands 0.'1 funds will not exceed 
future funds supplied from new contributions and repayments. Unlike a 
bank, it does not charge sufficient interest to maintain the value of 
contributors' deposits. 

106. Data available to date indicate that the recipients of most 
of the loans from the FSV aT.e the higher-income workers who qualify more 
readily for loans. Lower-income workers who contribute but do not benefit 
from loans tend, therefore, to subsidize those who do benefit. 

107. Table 9 shows that the Fondo also has a large excesS of 
total resources over investments in housing. As with the savings and loan 
associations, some of this has to be considered a reserve for operating 
expenses. However, thQ rondo has not been able to invest a large amount 
of available resources due to the same constraints which affect the 
associations. This excess is deposited mainly in parastatal financial 
institutions. 

108. The Fondo's impact on the lowest-income gorups has been 
minimal because it mainly finances complete houses. It has not attempted 
lower-standard solutions such as sites and services and community 
improvement. It is difficult for the Fondo to finance such solutions within 
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th~ existing legal framework, although it is authorized to make home 
repair loans to low-income workers. 

109. The FSV is covering its administrative expenses and in fact 
registered profits of more than ¢ 1 million in 1976. This is in spite of 
its large staff and low rates of production. Profits have been largely 
due to the wide margin between the cost of funds to the FSV and the 6 - 7 
percent returns on deposits of unused funds. 

Sources and Uses of Funds in the Fondo Social para 1a Vivienda 

Sources of Funds: 
Contribution from the State 
Retained earnings 
Cont~ibutions 

Total Sources 

Uses of Funds: 
Housing loans 
Land for housing 
Land for offices 
Equipment 
Other 

Total Uses 

Cash and short term investments 

SOURCE: EDURES analysis. 

Instituto de Vivienda Urbana (IVU) 

1975 

7,500,000 
1,249,087 

58,936,108 

67,685,195 

26,107,977 
6,853,728 

399,884 
4,008,516 

37,370,105 

30,315,090 

1976 

12,502,000 
1,091,283 

91,414,093 

105,005,976 

50,884,737 
5,946,528 

943,950 
517,372 

2,841,004 

61,133,591 

43,872,385 

110. IVU i~ an autonomous government institution dedicated to the 
construction of housing for low-income hO'.lseholds. IVU operates from 
government grants and capital contributions, loans and repayments from 
previous investments. During the 1960 1 5 it received large loans from 
the Inter-American Development Bank with which it constructed large 
amounts of housing which was rented and sold at low interest terms. ID~ 

loans account for 58 peTcent of the housing units lVU has produced. 
Recently its level of production has dropped drastically. It has, how
ever, entereJ the fields of sites and services and rehabilitation in a 
small way. 
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Ill. The cost of administration per unit charged in IVU projects 
has also gone up because more elements of administration have been taken 
into account and because the overall level of production has fallen in 
relation to fixed cost and IVU's large staff. It is registering losses 
each year which the government makes up in subsidies. 

112. IVU charges interest of between 6 and 8 per~cnt on housing. 
Its beneficiaries are largely in the middle-income range. In February 
1975, 85 percent of the accounts of IVU were in arrears. An analysis of 
the situation was made at that time and action was taken to correct it. 
It was felt that IVU' s houses had not been ,:ill ocated in accorJance wi th 
technical criteria and that collections had not been aggressive enough. 
The situation has improved, but it is still a problem. 

113. IVU still lacks a secure source of financing and a plan for 
future production based on a thorough market analysis. This makes it diffi
cult for IVU to maintain the highly qualified staff necessary for urban 
projects. 

La Fundacion SalvadoreJ~ de Desarrollo 
y Vivienda M1nima 

114. The Foundation is a private, non-profit organization founded 
in 1970. Its purpose is to improve living conditions among low-income 
households through self-help housing projects and small-scale cooperative 
schemes. During the period 1971 to 1975, the Fundacion produced 
less than 2,000 units which was only 7 percent of the production of the 
fo~l sector and about 4 percent of informal sector production. This 
is a serious deficit given the fact that the Fundacion is'the only entity 
producing housing for relatively low-income urban families. 

115. The Foundation builds mainly sites and services projects with 
various levels of core rousing. It receives donations from private 
entities and the government. It has a large borrowing program from the 
World Bank. The Foundation has failed to have a larger impact and meet 
its production targets largely because of a lack of low-priced, easily 
dev~loped land. 

116. The Foundation charges low interest, 6.4 percent, to the 
beneficiaries of its projects. with additional charges for insurance 
and administration most of the lending costs about 8 percent to borrowers. 
To date late payments have not been a major problem. 

2. The Financing of Basic Urban Services 

117. Most urban water supply and sewerage (where there is a sewerage 
system) is the responsibility of the Administracion Nacional de Acueduc
tos y Alcantarillados (ANDA), an autonomous institution_ 



2. Capability of Implementing Agencies 

<l. Housing and Urban Devel~ment Institute (IVU) 
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IVU was created in 1951, as an autonomous government 
agency, to serve low income households; however, since its creation 
has produl:ed housing to serve a population comprehended between 
medium to moderate income, neglecting the 60% of the population which 
involve between moderate to low income. 

Echoing various frequent recommendations, lVU has 
been trying to change this pattern of production by turning to the low 
income populo.til)T1. It constructed approximately 300 units, in San 
Bartolo 1979, and 120 in Lomas del Delirio (1978), addressed to the 
~7,500 bracket, but its effects are minimal. 

Production rates have been decreasing in the last 
three years: 1700 units in 1977; 1170 units in 1978 and 1032 units 
(600 re~abilitated) in 1979. The reasons for this tendency appear to 
be: a) lack of government support; b) no marketing for the types of 
units under production; c) lack of leadership; d) organization 
deficiency; e) lack of incentives. 

In an effort to overcome these problems lVU recently 
underwent a TTli.1nagement shake-up. Personnel was cut from 1,600 to 
750 employees, poLicy chan~es were instituted, and incentives were 
provided to personnel. It is still too early to determine the 
long range effects of this shake-up, but some promising signs are 
alreadY,lpparent. CollccliOl,g on IVUls outstanding mortgages have 
gone up, and the backlor, of late payments reduced. A significant 
planning exercise has been ,-"rried out in preparation for the World 
Bank Urban Development III Loan. The IBRD is satisfied with the 
progrcf,s being made. 

IVU has the capahility to carry out Phase I of the 
project. The burden on its staFf will be minimal, as only one per
manent staff member will he net ,ed for the project. Additional staff 
will be Iii red as needed as discussed in the Project Description and 
the Technical Analysis. The site is already available, design and 
construction work will be contracted. In general, every effort has 
been made in designing the project to insure that it imposes little 
additional burden on IVU, anu can be implemented quickly and effi
ciently. 

IVU will need to significantly improve its capability 
to participate in Phase II. Its participation will be contingent 
on its success in setting up a special project unit and in obtaining 
waiver or expeditious treatment with regard to review of plans and 
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specifications, obtaining permits, bidding and contracting. The 
special unit would cost about $280,000 over two years, well within 
10% of house costs, which is the parameter used for indirect costs. 
This means that the budget for the special unit will be changed 
to the selling price of hOllses and recuperated when the long-term 
financing is drawn down. 

The special project unit created during Phase I 
is expected ~o become the core of IVU's secondary city organization. 
Once the Urtlan Project III of the World Bank is underway, perhaps 
one staff member with experience in urban upgradin~ might be added. 
RHUDO/ROCAP will work closely with IVU during the Planning for Phase 
II Activity to ensure that it develops the necessary capability to 
carry out its role in Phase II and to avoid causing unnecessary and 
unwanted distortions to IVU's overall organization. 

b. Vice-Ministry of Housing and Urban Development (HUD 
(Subsecretarra de Vivienda y Desarrollo Urbano) 
(Direccion de Urhanismo y Arquitectura - DUA) 

The Vice-Ministry, created by public decrees Nos. 26 
and 27 (May 2, 1979) is attached to the Ministry of Public Works. 
It has, Ly law, two basic functions: 

To plan and coordinate shelter and urban sector 
activities, and 

To formulate national housing and urban develop
ment policies, based upon which it may determine 
and assign the corresponding roles to the GOES 
shelter institutions and orient private sector 
participation. 

An existing division of the Ministry of Puhlic Works, 
the Urban Planning und Design Bureau, DUA, has been put under the 
new Vice-Minister. Other than that, IUID consists of one assistant 
to the Vice-Minister responsible for setting up the organization to 
carry out the new shelter ser:tor functions. AID support for this 
effort is discussed in the project description. 

DUA has nn Urbnn Planning Division which is particularly 
relevant to this project. Within that Division there is a department 
which prc'p;jrc~s urban development plans. This work already includes 
some analysis of shelter problems. A sample of this work in secondary 
cities is in LA/DR bulk files. This department has five planners, 
three traffic engineers, three economists and a sociologist. By 
adding one or two housing advisors it could assume responsibility for 
the shelter needs in secondary cities required for Phase II. Grant
funded TA is available to support them. 
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Again in the Urban Plqnning Division, is the depart-
ment which regulates ani controls urban land subdivision and cons
truction - a permits bureau. This department is weak in professional 
staff and will require strengthening if it is to carry out two of the 
tasks related to Phase II - preparing new standards for subdivisions in 
secondary cities and implementing the regulatory aspect~ of the program to 
legalize non-conforming subdivisions in those cities. TA is also 
available to support the effort. 

Given the magnitude of the changes expected in DUA 
and in HUD generally, the 18 months allocated for preparing the 
second phase will be needed. However, if HUD makes good use of the 
advisors financed under the Planning for Phase II Activity it should 
be able to develop the necessary capability to effectively carry out 
its role in Phase II. 

c. Social I~using Fund (Fondo Social para la Vivienda -
FSV) 

The FSV is a semi-autonomous entity of the GOES 
created to administer a trust fund created by a special 5.5% pay
roll tax (0.5% paid by the employee. the balance by his employer). 
As of January 1980, 233,000 workers were contributing to FSV. As 
many as 60% of these appear to fall within the project's target 
zones. 

this time are: 
The principal difficulties confronted by the FSV at 

TIle weighted average nominal interest on its 
1979 portfolio is 6.5%. With inflation averaging 
over 13%, the real .interest rate is strongly 
negative. This signifies that workers on retire
ment, total disahility or deaths do not recuperate 
funds which in real terms equal what was deposited 
on their behalf. 

In 1979, the FSV attempted to double the number 
of units it commit ted lo finance, from 3,000 to 
6,000. As a result the fund now has forward 
commitments in excess of its projected income. 
For the first time the FSV is faced with a problem 
ot lack of liquidity. 

A majority of the contributors to the Fund have 
not been able to afford the housing being financed 
by the institution. Only the top income contributors 
receive back in mortgage financing an amount equivalent 
to their share in the fund. Since the FSV is locked 
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in to higher cost units over the next twelve 
to eighteen months, changing the historical 
pattern will require time, 

The FSV is not geared to deal with non-con
tributors, although its own statute recognizes 
that this might become necessary. Its loan 
origination process, specifically, can function 
efficiently only for applications presented by 
contributors. 

The FSV is already taking action to overcome some of 
these difficulties: 

It is negotiating a $20 million loan with CABEI 
to allow it to fulfill its current commitments. 

It has authorized lower standards for projects 
still under construction, achieving reductions 
in cost of as much as 25%. 

The net result, however, is that the FSV cannot and 
in fact, does not want to participate in Phase I. Its role in Phase 
II in producing new shelter units outside San Salvador will not 
begin for at least eighteen and perhaps twenty-four months. Even 
then, it is expected to continue financing units for its contributors 
only - IVU would provide [or the non-contributors. 

Assuming it solves its currently liquidity problem, 
the only constraint precluding FSV from participating in Phase II 
is the low interest rate it charges on mortgages. 

As part of the capability which it will develop under 
this project, the Vice-Ministry of Housing and Urban Development (HUD) 
will support studies to re-evaluate the financial policies of the FSV, 
especially with regard to its negative net interest rates. If its 
recomrnrnendations are adopted, rsv could become a key institution in 
Phase II activities. 

d. Saving and Loan System/Housing Finance Bank 
(Sistema Nacional Je Nlorro y Prestamo - SNAP/Finan
ciera Nacional de la Vivienda - FNV) 

The S&L system consists of eight stock owned associations 
operating under the supervision of the FNV, a semi-autonomous govern
ment institution. 

The system, supported initially by a $5 million seed 
loan from AID, has grown to the point where it has over 315,000 accounts 
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and total accumulated savings of $195 million. Its consolidated 
portfolio consists of 15,720 mortgage loans with a value of $150 
million. 

Until very recently the system had a problem ot excess 
liquidity prompted by a few, very large savings accounts, thought 
to have derived from the coffee export bonanza. The use of the 
system by the FSV in effect as its implementing arm also contributed 
to the liquidity. 

Both these factors have now reversed so that the S&L's 
are facing very serious prohl'!ms of lack of liquidity which have 
paralized them. In the second half of 1979 (June-November) the total 
savings deposits fell by 33% as the large account holders withdrew 
their deposits. The FSV is facing cash flow problems of its own 
and is thus unable to lIelp. 

To compound the problem,the S&L system, which has 
traditionally financed housing of $15,000 and above. cannot now find 
a market for these high cost units. Further, it has provided interim 
financing for some 3,000 urbanized lots but is unable to provide long
term financing for homes on those lots. 

This project will help the S&L's only to a limited degree 
by providing long-term financing for about 900 units at $4,000. This 
of itself will nDr solve the problem. Ilopefully, howe.ver, it will 
establish the precedent that the Sf,}. system can promote and finance 
shelter affordable by the great mass of its savers. Such a precedent 
would be important to the longer term stability of the system. Future 
financing for low-cost units could come from the AID/CABEI program. 
(In fact, the FNV is negollating a $6.4 million line of credit with 
CABEI) . 

The S&L system has a proven track record in building 
housing. If it pulls out of its current liquidity crunch, and has 
a successful experience with the low cost units it builds under Phase 
I, it could becomv a major participant and promoter of low income 
housing by the start of Phase II. 

e. FEDECCREDITO/FEDECACES 

The overall institutional capability of these institutions 
is fully described in the recently approved Small Producer Development PP. 
This project places little additional burden upon these well established 
and capable agencies. Technical assistance is provid~d under the project 
to help them develop the minor new institutional procedures that will 
be needed to enable their full and successful involvement in the project. 
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3. Small Enterprises ~ctivity 

a. Agricultural Development Bank (BFA) 

Tile BFA is the GOES institution under the Ministry 
of Agriculture and l.ivestock charged with providing agricultural 
development credit throughout El Salvador. TIlrough its credit 
programs in 1978 it lent ¢152.~ million (US$(1.7) benefitting 
43,115 families. The BFA has twenty sev("\ ag~ncies (branch ballks) 
throughout El Salvador with t lie Central Office being located in San 
Salvador. Each agency has a chief and a staff, the size of which 
depends on t i.r~ amuunt of credit activity. Under tlll:! chief there 
are at i "i1st one agronomist credit agent and two or three credi t 
assistants (auxilLHes (10 crpdito) per LlgrollOmist. The assistants 
do the routine tasks (lL credit follow-up, proLJern identi.fication, 
and remind borrrJ"h-l'rs of the importance of payiil); in cases where they 
market their own produce. '[1w credit assistants are usually from 
rurdl areas and are given training in credit follow-up and elaboration 
of simple investment plans. 

1. BFA Lending to Sm.l11 Farmers 

1~e Hank's activities over the last year gave 
special attentiuG to stimulating diversified agricultural activities 
in cattle, basic );rains, fish, and infrastructure development with 
the end of generating perTTk1.nent employment and improved conditions 
of life in the rural areas. In order to accomplish this even more 
effectively on the medium and long term, the Bank has also plJced 
heavy emphasis on strC'ngthening its promotion, training, credit 
and technical Jssistance units. During the last year the BFA gave 
priority attention to small and medium sized farmers tilrough 
individual loans, cooperatives, ann "solidarity groups." The "so
lidarity groups" guarantee will be the most important mechanism used 
in the lending process under this loan. All told 2,317 solidarity 
groups and 135 cooperatives received loans,rppresenting 27,294 families 
or 63% of the total number of families assisted by BFA. 

TABLE I 1/ 

Type of_L_'L_i_e_[_l_t __________________ N_u_m_b __ e_r __ o_~~L_o_a~n __ s _________________ N_u_m_b_e~,~r--o-f--F-·a-m-l-·I--i_e-s 

Individuals 
Cooperatives 
Solidarity Groups 

TOTAL 

IJ- from BFA 1978 report p.9. 

15,821 
135 

2,317 

18.273 

15.821 
15,133 
12,161 

43.115 
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Approved a~plications represented 99,2% of the 
total ;'pplications, but only 78.1% of the total amounts applied fQr. 
This indicates that the BFA approved the smaller loans primarily, 
an important indicator of their real and not simply stated interest 
in providing small loans to poor farmers. (According to the BFA 
staff, lending to solidarity groups averaged ~400 (US$160) per 
individual loan. 

TABLE 2 II 

Numbers % 
Amounts in Amount in 
Millions ~ Million $ % 

Applications received 20,155 100.0 202.6 81.0 100.0 
Applications approved 19,985 99.2 158.2 63.2 78.1 
Loans contractl~d 18,273 90.7 152.4 60.9 75.2 

ii. Credit Lines and Policies 21 

BFA has three basic credit areas with lines for 
specific activities under each. They are: 

1. Agricultural Development (Desarrollo Agricola) 
including: 

a) basic grains 
b) export development 
c) conservation 
d) agro-business development 

2. Livestock Development (Desarrollo Pecuario) 
including: 

a) cattle 
b) non-land based farm animals 
c) fish 
d) pasture 

3. Rural Social Development (Desarrollo Social 
Rural) including: 

a) rural housl.ag 
b) land purchases 
c) pre-agricultural (preparing land primarily) 

11 From BFA 1978 report p. 13. 

~I See Annex G.7. for specific data. 



iii. Interest Rates 
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Depending on the lines and the source of funding, 
the BFA charges interest anywhere from b% per year for SOme 
basic grains lines to cooperatives and solidarity groups,to 10% per 
year for land purch~ses and even 15% in the pre-agricultural line 
for land preparation. Currently, interest rates hqve become an 
issue and, despite their highly subsidized nature, political 
groups are pressuring for reductions in rates. 

iv. Guarantees 

Traditional types of security are often required 
to obtain a loan from BFA. HaL. machinery and other equipment, pos
sibly combined with some lein on crops are common ways to guarantee 
a loan. Co-signers are also used. 

However, BFA has in the last several years departed 
from their normal mechanisms in order to increase access to credit by 
very poor people and is currently using to a large degree the solidarity 
group concept. However, in the BFA case it is used as an administrative 
line mechamism to facilitate a large number of loans. 

v. Solidarity Groups (Grupos Solidarios) 

This system is based on the use of participant 
voluntary self-selection into credit groups of 3 to 10 people who 
know each other and will mutually guarantee the loans of the other 
group members. The crucial elements rest on the functioning of peer 
pressures within the group to live up to the group's collective 
responsibilities. 1/ This system has been used in the BFA's basic 
grains project for-over three years and has registered a 99.4% pay
back rate and has worked with nearly 3,000 groups to date. ~/ 

The BFA began using the solidarity groups system 
because it realized that farn~rs had already begun to use a similar 
system informally among themselves. A farmer would go to the nearest 
BFA office and take out a loan. He would then divide the loan among 
his friends. Each farmer was equally responsible for his portion of 
the original principal and interest. No usurous or additional interest 
was charged by the farmer ~10 officially had taken the loan. 

1/ For a full and detailed explanation of this system, see FEDECCREDITO/ 
PRIDECO PROJECT REPORT by Peter H. Fraser ACCTION International/AITEC, which 
can be obtained through DS/UD or the Capital Development Officer, USAID/ES. 

l:./ This is also attributable to the crop marketing system whereby 
crops are chaneled through BFA to IRA, the agricultural marketing 
institute, which then pays BFA which in turn cancels the debt and 
pays the farmer the rest. 
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The BFA decided to institutionalize the system 
since they saw it as a very effective way to process and disburse 
many more loans with hardly any additional overhead or personnel 
costs. And, the risk seemed infinitesimal. But, in setting up 
their system the BFA initially failed to recognize the essential 
element of why the system worked. 

BFA promoters under the institutionalized procedure 
went to the field and "formed" the groups themselves. This was the 
flaw. The groups must be self-selecting and voluntarily formed. 
The clients must have genuinely opted for this responsibility strictly 
upon their mm accord and be aware of the implicdtions of their decisions. 
Otherwise, as the BFA found out, the system dces not work. According 
to the Bank's manager) the first loans were a disaster. Subsequently, 
they analyzed the problem and now insist in all of their promotion work 
and in their operations manuals that group formation must be done 
strictly through voluntary self-selection. 

Vl. BFA Capability 

BFA's experience with lending to solidarity groups 
under the Basic Grains Programs is important because it forms the 
institutional base for rural micro-enterprise assistance. The Bank 
clearly has the outreach capability and the institutional structure 
thr0ugh which to assist the target group. Ihe added factor of having 
a known client group with which to start augurs well for its performance 
under the project. 

b. National Agricultural Technology Center (CENTA) 

CENTA has the responsibility for carrying out the 
objectives of the GOES in the areas of agricultural research and 
extension. Its stated objectives are increased agricultural pro
duction, greater participation of the small farmer in the rural 
development process, and increased employment in the agricultural 
sector. 

CENTA, as a combined research and extension operation 
was created as an "autonomous agency of the Ministry of Agriculture" 
(MAG) in December 1971. CENTA has autonomy in scientific, technological 
and internal administ.rative affairs and obtains funding through the 
normal budgeting process of the Ministry of Agriculture. The Director 
General of CENTA is appointed by the Minister of Agriculture and the 
Director General's administrative staff includes an administrative 
office, an office for the coordination of foreign advisors, an audit 
office, an information and editorial office, and a research and education 
library. CENTA now has 57 field offices scattered ~hroughout the country. 
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CENTA has a number of scientific functions in the 
field of seed variety improvements, chicken raising, and hog production. 
In addition, it operates a department of Rural Development. There are 
80 Home Economists in this program who work primarily with rural 
women. Their expertise is primarily in areas of home and diet improve
ment. 

CENTA home economists are constantly in contact with 
the BFA basic grains clientele either through the loan application 
process or through their work with 297 housewives clubs totaling 
over 6,000 members. These women are often wives of basic grains 
solidarity group members and who live in the "cantones." CENTA 
orientation consists of nutrition,pattern design and cutting, home 
improvement, small business, handcrafts and family planning. They 
also are trained in canning, pickling, making candies, marmalades, 
and jellies, as well as other handicrafts and domf~stic improvement 
projects. 

Given its technical capacity and ability to provide 
training, CENTA is a logical organization to use to attempt to up
grade small business in rural areas and it is a logical component 
to continue to use in a concerted promotion effort for this loan. 
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The EDURES study carried out traditional cost-benefit analyses 
for the San Salvador Marginal Community Upgrading Program to be financed 
by the World Bank. Table 1 shows the average unit cost for those ele
ments relatprl to M3rginal Community Upgrading activities. In tugurios 
the materials loans have been divided proportionally between units on 
private and public lands. The opportunity cost of tugurio land has not 
been included as the land has little alternative use due to the steep 
terrain and difficult access. In the illegal subdivisions (colonias 
ilegales) an opportunity cost for land was applied only to lots not 
occupied at the beginning of the improvement program. Calculations of 
total costs and benefits in these areas is based on the total number 
of lots (15,050) that will be available for sale or rent throughout the 
program and infrastructure costs have been divided proportionally among 
the total number of lots. Administrative costs were included for all 
aspects of the improvement program, including field and office person
nel, legal assistance and vehicles. The cost of maintenance for infra
structure, community services and housing was calculated at 1% of the 
total investment in materials and labor throughout the program. 
Specifically excluded were the costs of purchase of rooms in mesones 
(tenements) and already occupied land in tugurios and colonias ilegales. 
These were considered transfers. 

Benefits were calculated on the basis of theoretic increases 
in imputed rents attributable to housing and infrastructure improve
ments. In the case of tugurios, campamentos and colonias ilegales 
these calculations were based on a field study of the Metropolitan 
rental housing market. The figures used for mesones were based on 
property values and current financial returns. Initial results showed 
internal rates of return (IRR) ranging from 6.4% fOf upgrading mesones 
to 21.9% for new meson rooms, the latter being somewhat misleading as 
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AVERAGE HOME IMPROVEMENT UNIT COST 

Program Component 
TUGURIOS on public and private land 

a. Infrastructure 
(without loans for materials) 

b. Infrastructure 
(which materials loans) 

c. Home Improvement 

MESONES 
a. Improvement of Rooms 

b. Cost of New Rooms 

COLON lAS ILEGALES 
a. 

b. 

Average Infrastructure Cost 
per lot 

Home Improvement 

Adapted from Table XII.2, 

Total Activity Cost 

materials $46 
labor $42 

materials 
labo(' 

46 
42 

materials 200 
labor 
self-help 66 

materials 166 
labor 154 

materials 450 
labor 150 

material 
labor 

101 
93 

material 400 
labor 133 

$88 

88 

266 

320 

600 

194 

533 

Source: EDDRES, Final Report, Program for the Integrated Improvement 
Critical Metropolitan Areas, Vol. I, Salvador, El Salvador, 
May 1978, p. 239. 



Annex r.. 10 
Pa~{> ] of 4 

the llnit ('ost I~; (lnly Iialf of Llll' market price ($1,200) due to the low 
util ii'.;Jt ion of Lilld and the presence of ('xist ing huildings and infra-
struclurt'. TIll' oVI'rall r.lll' of return for the entire program, 1.J"ithout 
shadllw prices of otlier adiuslml'llt~;. is 13.8% (The detailed rate of retul 
(';lJ('III;lt iUlls illl' ill LAC/1m fil('~;). Of particular interest for the 
~l;Hhill .. 1 ClIl!lIllttltitv \:pgr;ldin)', I'roject js till' facl that the hiljherreturns 
werl' l'IH'UiJl1! I'rl'd fllr illfrilstrllcturl' improvement than for hOllie construc
tion or rl'palr. 

Table 2 presents inlernal r:ltes of return for the entire 
program with " ~;('nsilivitv analysis based tln varying assumptions. 
LO\yl'ring helll'lit,; :~O? 1()I,!l'rs till' ov(>r,t11 LRH to U).h~. Revaluing land 
in the i 11",;',;11 ,c;uhdivisi(lIlS at 25% of thl' market pri,'t:' in recognition 
of its f"I, ill tt'rna! iv(' lI~,L'S and poor access raises rhe JRR for the total 
prograTr. tt) )'),!):", BL'(':lllSP mllch of tlw 1I11skil.led lahur used by contrac-
tors and! or :>L'I f-II,dp pilrposL~s wi 11 come from llll' already unemployed 
and llIHkrl'l1lpl()\'l'd iLe; illlP:Ict (111 the progr;11ll was rL'calculated using a 50% 
sh3dol' 1.J:\,\~l' prI(,('. 

TIll' il~f< in this ('as(' for the entire program W,lS 15.6%. 
Fin;dh' ,1 (';dl'tll:lllOIl W;IS 11\iJdt' f()r thc intprnal ratl:' of return based 
on a l'omhin;lrion uf tlH' ('lfpets of lower land costs and ,1 50% shadow 
wnge ratl' for unskilll'd Llbor, the overall IRR rising to 16.9%. 

TId,; prlljl','L will finiJncC' ill't i,vitics similar to those 
propllsL'd f,,)" itnl'l,'\llt'Ilt:ILi()11 tlllder thl' \vorld Bank pruil'ct. Till' MissiLl!1 
Iwl1L'vl's th;lL ,;imi Idl" I"l'(urns (';:11 Iw L'xIH'cted undl'r tilis prnjl'ct. 
Several p(liIlt~; :dll,,,ld hl' IllItl'd. First, t'here is strong l'vidL'nc(> that 
P (l sit i v l' r:I t " ~; I) f r l' t tl r 11 "l" (' P () S ,; i h J e in; J! 1 a r l' as 0 f ,1 C t i v it\' con -
tL'mpJaLL,d I.;ilhtlllt rl'quirilll', tht' pricing of L1llqu;1ntified soci;l1 Iwncfits. 
UhviLltls!\' it Shild,)w hL'lIl'fit,; for lwttt'r !willth and living conditions 
were ;llltkd. tIll' [I{!\ fl'!" illl\' f~i'Jl'll Cl)mpOIll'nt would rise accol-dingly. 
Sl'COlldh', in tIll' str;lightfon,ilrd ,ost-b('nefit i1J1~dysis the improvl'm l t 
of infril!;trtll'!.t1re hild higher Tiltes of return thill1 new housing or hom ... 
improvl'm"lIt. Til i:; g ivps l'I'"d('nc(' to thl' viability L;nd lIec('s~,ily with 
limited f"lllh tlf mL'l'ting thl' sh('lter-related nceds of the POlH' without 
call illf', 1111- llL'h' lll" imprnVl'd sllPlter in every case, Thirdly, if :-~llCIt 

<1 p;lckil!'l' nf projl'cls (',111 hL' l'cll!1Omic;d.ly positivl' in the ~1L·tr(Jpolitan 
Ar(',l l.Jlil'l"l' lilIld pril'l''' ;lI1d lilbJ1I' costs ?rc higl1l'r tli;1Il ,)tlier urban d!l(; 

rural arl'as, it logil';J1Jy foll')I.Js th3t activities ollt~ide of the MISS 
in COnJllllln i t\' infrilstruclllrl' and upgrading will have proportionillly 
highl'r r;1 tl'S II f rL!turll. 
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TABLE 2 

SENSITIVI1~ ANALYSIS FOR AMSS IMPROVEMENT PROGRAM 

Program Component 
Assumptions 

III 112 113 114 
Internal Rates of Return 

Tugurios 

1. Private I,and: 
a. withou[ materials loans 
b. with materials loans 

2. On Publ ic Land: 
a, without materials loans 
b. with materials loans 

3. All Tugu r ios 

Campamentos 

Mesones 

1. Meson Improvement 
2. Ne\.J Rooms 
3. All Hesoncs 

Colonias Ilegales 

1. Improvement of Occupied Lots 
2. Vacanc Lots to be Occupied 
3. Vacant Lots with Loans for 

materials 
4. Lots to be Improved after 

the 1983-87 period 
s. All Illegal Subclivisions 

Entire Program 

Assumptions: 
1. Simple Cost-Benefit IRR 

17.3% 
14.6% 

16.0% 
12.0% 

15.0% 

15.0% 

6.4% 
21. 9% 
14.0% 

20.3% 
12.8% 

12.8% 

11.1% 
13.4% 

13.8% 

2. IRR when benefits reduced 20% 

13.7% 
11. 0% 

12.4% 
8.5% 

11. 5% 

12.1% 

4.1% 
17.2% 
10.7% 

15.5% 
10.0% 

9.8% 

8.8% 
10.3% 

10.6% 

24.4% 
20.9% 

15.9% 

17.2% 
17 .9% 

15.9% 

19.1% 
16.4% 

17.5% 
13.7% 

16.7% 

19.1% 

8.7% 
24.6% 
16.7% 

24.4% 
24.6% 

13.5% 

12.n 
14.6% 

15.6% 

3. Illegal Subdivision land valued at 25% of market value 
4. Shadow price for unskilled labor at 50% 
S. Combining assumntions 3 and 4 

Source: EDURES, Ibid., May 1978, page 2l3, Table XU.4 

1/5 

18.5% 

19.8% 
20.4% 

J6.9% 
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9,832,304 

I 2,000,000 ; 
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1,200,000 
1,022,526 

75,000 
9,797,526 

34 ,77S, 
34 ,778 i , 

7.5GII,8DO 
2.5111.800 
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m,ou 

lI,lll,'1l 

2,000,0001 4,600,_ 
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I 
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. I 
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274,e65 

198) 

1 

3SI,JIl3 I 
359,856 I 
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4,344 ' 

, '136,
648 1 

1,022,526 
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I 
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351.303 I 
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359,856 359,856 
4<1,145, 421,145 

15,657 15,676 
1,147,961 1 1,147,930 

1,022 ,526 l,~i2 ,526 
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125,4)5 
523,655 

35I,lOJ 
764,297 
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44,983 

1,J1Z,5M 
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1l5,454 
'649,109 

lSI ,303 ' 
164,297 
m,O!) 

45,00'1 
1,382,612 

1.0t2,W 

l.ozi,526 I 
. )(.11,996 ' 
2,D23,~40 

485,5~ 
2,672,549 

19M 

8 

351,JIl) 

359,856 
421,145 

15,6'9 
1,141,983 

l,ua,526 

j 

l,m,5U. 

125,457 
774,566 

351,_ . 
7~.:w. m.ou 
4$.,CIlZ· 

1,.,525 

l,m,526 

1'~2,52,1 
lIiO,

09tl t,3e3,5J9 

485,556, 
3,ISS.I05 

1989 
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421,145 I 

15,619 
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:lOO,Il23 I 

I 

lit ,JIll 
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45.0U 

1,_,125 

1.822,526 

I , 

I 
1,022,526 I 

JIiG,099 , 
2,743,631 ; 

48S,S56 
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,,,.~ '.'''.m 
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i 
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1 
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1 C~ATlYE 
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4,225,316 
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1
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1. 1:,:lIlVt',;I:I".'ll! i!l' (1:11':': /'{:!)()-200!1, 1:\'in\f"~:ll:ll'lll illl'Olllo. ill this Limp [l('rioJ 
j,: Sll hir,h \,(',;111.;(' ;1~I:U ;~()07, AlII !l:1S bi'l'n fully p<lid orf (J:~12/" 20 yrs), 
,1 ,'cIV illL ~l Y",ILS (:?()(J'l,-!{)f15) of c(lllect] Oil~; frolll hOfnt:'olV/)i.!n1 to he fully 
r" i IIV,',: (, 1 ;,1 1 )1." ill II ' .. " ; 1:'IJ111Vl'dIC'1l ts. 

2. ']'1'11' YC;lr hCI!ill' j IIljlrov,':,lI'lll J 1);111:';: Onr'l! lll\')' lIl:ltlll"f.', thf'Y ,.1 re' rei Ilvl'sted 
ill 1'01111' ill:

"

r(l\'('ITh'lll ]Odll~: ;{L;;till. Tlw orlgin;l1 princip:il is 110 lonGer 

r. ~ qui r C'd ;1 f L c r lOy l';l r c: t () r (')l iI Y 1\ IIJ as <l r (' s u 1 t 0 f tll L~ ~; t n Ie L 1I r (' 0 [ the 
(';,sh fJ 01,.' ;11\d tIll' iacumC' gCI1f.'rdlinf, c<lpacity of tll(' flll:dc:, Li VCII thal the 
COI',~; illild~: tlu not. h;1Vl' to bl' paid back by Ll'l' ndlllbllslrd{uu;. 

J. 'III(~ (t)ll"cli("~,:-rl'lIlitl:III',:" ~;llqlluc; during LIIl' rir:;l]O Yl':ll's o[ the lo;-,n 
'j!: ];!rl'" ('I!OII(',11 tel ;i!J::"rb the P;IYIIICIll" o[ p1-.i to 1',111 jn:;!,':ld of jllc:L 12!2/: 
i:llL:[l':,l on 1I~(' dLII,:t!"I'!Cl illlI(JIIII!. Tli:lt i~;, llie: <lllllu<ll IJI i p:lyl:ll'llt l(l AID 
(Sl,O.J:',',?6) i:: Ilul tll,lt 1;11\('11 grl'<ltcr than thC' 121~'!. illl~u;sl 011 dr:l\.Jcio'.vn 
,UUUlI! ,[lli"';o,] i~r;!LL' !'f'riud p;lj'w'l1l ($937 ,':i00). Therefor!..:, I':ltb 20 years, 
];!2';" II,' )'r:i('" [H'ri"d, lil(' ;Iilltlini:;lral:o[ :lvoich; pnyin[', I\I]) IO Yfc'an: of 
i:lt ',']"l'!,t ,It :,;rJ"li ,:)()(J/YL'dl' I'li tl'I)lIt tlll' ('usb nOl.J fur tlw projr'r:l \Jr"'o!!ling 
l!,.""lt:VI. 111 1 "',"\'('1', ]'l'ill':,'~;llllllll il]('UIII(' dll]''iIl;~ LLL' [jr~t 10 Yl'drs of the 
J , I, I ! I j~: : I J! q II ii" iI :; II i t lJ : I!: i r Ill!' g r <I C f'. jl (' r j ()(\ w (' r c j II (' f f f' (' t . The 
r,iI1VL'sLi','.'IIL .i11(Unll' lo~;l dS a result of not h,lving il gr:lce p~riod is 
1\' T.I j ~~ Ll> I '-' . 

http:f:,-(,vc.mt
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BFA 

1980 

Beginning Balance -0-

Sources: 

AID Loan 420 
Ref 100·,s 11 

-0-

Total Available 420 

App I icat ion;: 

Subloans 399 

Administralive ~xpenses: 
-Sa laries, Benefi ts and Overhead 13 
-AI D Interest 4 
-Miscellaneous 4 

Ending Balance 21 -0-

Non Add: 6]'.6 average: 281 
Loan Portfol io 139 

11 Reflows are based on 67~ of avilability being 
in the portfolio, average loan repayment 1.5 yea,s, 
15% i nto.res t/YI-. 

2/ Assumes a ~inimum balance of SIJO,OOO. 

CASH FLO',: PROJECTION 

Micro Enterprises Component 

(SOOO) 

~ 1982 1983 

-0- 100 100 

1,580 
1,417 1,106 

~ ~ ~ 
1,926 ~588 1,805 

1,720 1,342 1,559 

62 100 100 
40 40 40 

4 6 6 

100 100 100 

1,152 899 1,044 
568 443 515 

_\nn.:, C.12 

1984 1985 1986 1987 1988 1969 

100 100 100 100 100 100 

1,284 1,283 1,354 1,389 1.448 1,477 
~ ~ ~ ~ 684 -1l1. 
1,829 1,916 1,985 2,056 2,132 ~ 

1,556 1,643 1,685 1,756 1,793 1,850 

125 125 150 150 187 187 
40 40 40 40 40 40 

8 8 10 10 i2 12 

100 100 100 100 100 100 
= 

i,043 1,101 1,129 1,177 1,201 
513 542 556 579 592 
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~ EXPENDITURES BY FISCAL YEAR 
($000) 

FY 80 FY 81 FY 82 

COMPONENT AID/DL AIDjtX; OOES IIIG AID/DL AIDjtX; OOES HIG AID/DL AID;'lX> GOES HIG 

l-_. Phase I 

1. Basic Ccmnuni ty Service 

a. 1-1aterials, Labor, 
Equipnent & TranSpJrt. 2,006 725 3,i-40 595 

b. Other Direct Costs 200 70 160 60 

c. Teclmical .i'l.ssistance 
arrl TrainlnJ 200 

d. GOES Admin.Costs 200 150 
2. Ek::Ire Improverrents 

?.. Hori'e Impra:rarent IDans 1,141 1,720 501 
b. Technical Assistance 50 

3. Shelter Solutions 269 1,226 801 3,677 130 597 

4. Agrarian ~L:"\fonn 150 250 l,SOO 50 250 

5. Micro Enterprises 

a. Micro Enterprises :r.oam 420 1,580 

b. Technical Assistance 150 

6. Planning for Phase II 50 150 50 

B. Phase II 

IDans 72 168 576 1,154 

C. Evaluation 50 

TOTAL 3,'20 600 1,514 2,367 6,380 250 1,928 5,565 50 706 2,252 
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PROJECI'ED EXPE::In=.1JRES BY FISCAL YFA..'q 
(SOOO) 

FY 83 IT 84 TCYI'AL 

CQr..fl'ONENT AID/DL AIDj[X; GOES HIG AID/DL AIDj[X; GOES HIG AID/DL AID!JX; GOES HrG 

A. Phase I 

1. Basic Community Services 

a. Materials, I.a.}x)r, 
Equiprent & Transp:Jrt. 5,640 1,320 

b. Other Direct Costs 360 130 
c. Technical Assistance 

and Training 200 
d. GOES Admin. Costs 350 

2. Home Improvements 

a. Home Ir.1pro-vE!r.ents loans 510 128 4,000 

b. Technical Assistance 50 

3. Shelter Solutions 1,2()0 5,500 

4. Agrarian ~efonn 2,OO~ 200 500 

5. Micro Enterprises 

a. Micro Enterprises loans 2,000 

b. Technical Assistance 150 

6. Plarming for Phase II 250 

B. Phase II 

lDans 1,253 2,908 599 1,270 2,500 5,500 

C. Evaluation 50 100 

TOTAL 50 1,253 3,418 599 1,398 10,000 950 6,000 15,000 



USAIO/EL SALVADOR 

ENVIRO~ffiNTAL THRESHOLD RECOMMENDATION 

Project: El Salvador HG-006 

Prvicct TIt l~: Sh('lter [or the Poor 
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Prnject I.ocation: Marginal zones in various cities, towns, and village areas 

Fundin!;: IT 19130 Hou~; lng Guaranty Lonn US$15.000 million 
Development Loan 10.000 million 
Development Grant .475 million 
GOES 11. 250 million 

Total: US$36.725 million 

lEE Prepared By: C. R. Gavidia, General Engineer and Environmental Coordinator, 
AID Mission/El Salvador 

lEE Prepnred For: DS/Housing 

U.1te: January 1980 

ENVIRONMENTAL ACTION RECOMMENDED: 

A Positive Threshold Determination is recommended, thus requiring 
further envIronmental work in the Project Paper. This recommendation is 
IJLlscd upon the incipLent nature of program development and the potential 
for significant adverse environmental effetts. 

Office of Housing: Date: 
J. David McVoy 
Acting Deputy Director 
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1'. ~ACKGROUND INF'OH!1ATION 

A. BASELrlE ENVTRWMENTAL CONIHTIONS 

l. Natural Snvironment 
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El Sal vndor is located between N. Lat. 130 10 and 140 25. It 
is the sl~aJlest of tile Central J\mcrir.fLn cO\lntrie~, oCGllpying 2i,000 sfjuare 
kiJolTlf'tt')":. Situat.pd nn the Pacific Ocean, its tel'rrdn is largely mountrdnoUil 
US'/l cill! :l of vo.lcu!1l)es Cl'::.>sses the country in thl~ cr:ntrlll southern region. 
'lll~ II ir':IlL'~'t. peaks arc 10('111 ed in the nort.1t1UJf.L: El l'i tal, 2, 730 r.1p.t(~r\; hi ~h' 
(~,OOO feet) and El f.lonteerist.o, 2,447 mders Ilip:h (8,000 feet). Like all 
tropical cOlUltriC'G, _t IlflS f\ higli menn annual tempt:)'ntllre (:-,),0 to 280 C. Ol' 
IGo to tt:o F.) \.I:th !;caSOl1o..l rainfall from I,by to Novemhcr. 

2. Hum:Ul Env:' l'Onlne 

:1. SetL 1.l:.'!!Ient Pat.tenl!:> 

El J:tivudol' is the m08t ul'n:..:p.]y t'o/Jlllatr:.rl counLry j·n 
Latin Arr:t=dca, Tt. bel!; .. pproxirnaicJy ;-,),0 inhn.u(tn.~,ts per rqun.rc kilorlctcr, 
t.:,bll pordlnlio:l o!' npproximn.1.eJy 4.), m.il1iCln* tind nn nrCa of ?l,OOO squarf, 
Y.i1c)(;12tcrs. l!um,~ll ::cttlf'nwC!I!:', ill F,1 Sn1.vnllor n.re quit(~ concr:ntrr!.l,e\l, .. ,1-
l.!lour,h llpproxima1.C'l:1 60,~ of t.he population is r::r'll. The rul'~,1. r()lJuln~,ion 
is gro~lp~d l'lto a rlPL\.J()I'k of ~'m1.ll to\.Jl1!; and vill:w(~!,: (pl/d'ZOD, cOlltcl l7t]r 

:JJld Ci~n(}1':os), the L\1D'-'l'{;):'1 beinr the mOGt tli:,;pet'(;ed. The hOUGjrl~ shortar,r: 
i:J very severe. (For further details, see the PID.) 

'I'Rkillf, into aC'('ollnt 1L11 h()II:';j!l~: r:xistent in 81 Sa] vador 
t, .. u murJr.~ts may be discF:'l'llCd: that of formal housing and thr ... t of informul, 
or ~,pollLhIlCOUS housing. 'fhe formul housing market does not ','I]pply t,) 1110's 
urban poor target I'ojlulntiollj the informal mnrket is flTD'stnrp;ct market.. 
consists of three sub-categories: shantY,towns, '~~nonAc" and illegal set
t l·.~IlI'!!lL;. Ench 0 r Lliese sLlb-categories has di frel'en tiat..ing charactcri Gtic~ 
but ull respond to the need to so.tisfy the jn:!l'casing demand for low-cost 
housing. 

One of the most important ihformn.l housing markets is con
stituted by me80'~e;J. 'I'hesA are old dwellings a.bandoned by their owner:> and 
now rp.nted, Geparntely, room by room. 'l'he essential olljectivc of mesonea is 
to produce maximum rents, and they are therefore l'cnt(:d out to several fami-
lies. In changing tlleir cha;'acter, physica1 changes. til'e' also imposed upon 
them. ~,!ax:mum lose is made of a] 1 space, anel important changes are made to 
adapt them to their new function. TlJe results give rise to',mllch overcrowding 
nnd a physi~al deterioration Of t~~ structures. 1'hirty-th~ee pe~cent of the 

* Popul~tion Reference Bureau 
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lIrl'an pOl'ul:1tioll wid nny !".:rcc.mt uJ' tilc 10\J-lrJPuJI\p uector live in mNl()nl?!~_ 

Shullty towns or rnarginn.l ZOtlfJS (~0f!0ist of extremely TIre...; 
cnl'ious d'W·.:lline~;, eo;,~itituting n. hip,h percent. of the, total of all hoU!d.n~. 
L·,:.~ll iIiL~:: arc COIl;;t.r'llL't.c'<\ from scrllp mntcrin.J from llriJnn areus. Frequently 
tile Jwellinf,s 'lrc built on lInsu:it.able lA.nd, :Juch us t.hat susceptible to 
C1()':)flil1l~, or unevr:n terrain, or sites near sources 01' \JolluLion,' 

The i ller,al settlement is s.imi lfl.f to each of t.he· abovE. 
These scttl.;-ments ure usually started by compRnicR, pp.rsons, etc., wllo are only 
inlen.:sted in the rnaxjrnuItl profit they can r,et.. 111e dc.:velopcrs provide the 

, 

J t~llst nmollnt of services and nmeni ticD possibJ e to JJcorlc who nrc not Rblp. 
to 1Ju..y other type:.; of housing. The j llegal set'tlem'..'nt is constructed, but 
;Jrol~isell services never come. The result is that a lurge amount of people 
find tllCm:.wlves ,living in the worst of human ce,nditioIlS. It is ·often cluimf'd 
t klt t.he l'e:J.soll for n·ot lJuilding these settlements in Il 1egal manner is be
L'nllse lhe design stulllhl'lls applicR1l1e are too rigid and high. ThereforI.', it 
i~ ensier to builrt illeGally. 

b. UrbRn Services 

Sl'rviel~~ fll'e lacldnc in quanLity tlnd Iluality. F'ot'ty-
!.;evC'!l percenL 0(' tl.,~ tot.fl.l popuLltion does not IHl.V'~ household rUllni.ng water, 
:.JLl F,S j.','r::-ellt. docs not. have plumbing facilitif~s. Of the 2G8 'llrban mnnici-
i:J.liLit~~;, ;}\.1~' arc !JOL provided with c;arbap,c 'disposal facilities. The danger 
or polluj,i011 i~, extn'mely great. The desGrirdon of the infornnl housing mnr
~~t.'L (.ice ttl'.' PID) demonstrates the need for carrying out a comp~·'~hengi'/p. hu
m'ill set. t 1 L~mc'nt )'01 icy hy stlle;es in ordel' co lipgr~1I1e the hurnan envi ronment . 
of Ul(· tart:'.'~- group. 

3. :-Jw:ironrnental f'lann.i.ll/3 and Institutions 

. 
At th~ present time, there is no comprehensive n~tional en-

vircn!!lent planning a~ency. Environment~l lll\-T::: exist nt various government 
agt'!"les. U~)AID is "lllTently 'WorldllG wit.11 ()oE3' offjchb on 
an envirollmental im;lrovem·:nt project which will Cl'l!ute 0. nationaL envlron-
m.:l.tnl office~ 'fIJi" office would bell~fit the ('OtU1try n:.; a whole by providing 
n mechnni!:ll1 for the protection Ilnd nat':'onnl mU'lllgelllcllt of Ule country'::; na
tionnl rt'SOUl'ce l'lltr imnny. 

For llJ>i~r·llCli.llg progrruns, t'nviroTlrn<:n.~,rjl data ron b", oh-
tal!lL:d l'rorn t;evera.l SOlll"ces: TGN (Jnstitut:) Gecgl',-1fie'l Nacional), Hini:.;1.ry of 
llealt h, ~lini!,try of PJ.arudne.., Ministry of Puhlic \vnr](S,' Minintry of Agricul
t.lIre W1d Mii1istrs of Labor. 

http:jaliti.es
http:Servi.ce
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Annex H 
Page 5 of 9 

Tile prol'u:;f..!d pruJect woul d surport the ut:°terminntion 0 f thf? GUES 
t.o shift t.he etnphnsiu of sh.,] tel" sector activit.Y towarrl progrnms .... hicharldrt:s::; 
Lhe needs of the poor population. Act.i.vitie!3.woulrl ue grouped in' two major 
S Ilhnrn I .. ,.. t. r. 

1 lUWledlute !lctions designed to pl'ovirie hn.::dc public servicco~ to som~~. 
200 marginnl comrnW1ities (poor neigr.bo!"ilO()(l!') in tile mnjnr ciLies 
and to improve the existing shelter III thuSf! communit.ier>. CCll

struction and disbursement would be [nst (over a twelve- to eignteen
month perioJ) us this subproject is also a part of a larger GOES 
Ifnationul emergency !Jlan" being supported by AID. Activities will 
ue desjgned to provide maximum employment during construction. 

Actionr, which will affect' basic institutionFl.lo Rnd programmatic 
changes in the shelter sector in E1 finlvn(jor. 'l'be former'will 
include analysis nnd redefinition of governmenL poHcies cnnccorn
ing such issuc:; as the proper role for key hOll::J:ing fi!lllncc instit,l.l
tillns (FNV, F[~V) and th~intercst rat.e' to ue charged in the V':.lriOl)[ 

~;hl>lter prnp;rn.ms. The lnt1er will involve the exLension to small 
cOllinplnit I_'s Plnd rur,"1.1 seL'l.lementsof 11PI!,rading Fl.nO hom r ! irnp!Oovc
m'.'tii, IIJ,"ln pnll~J"I1)Jl:> 'Illd '1 ~;mn.ll pi 1 01. pl"O(o~r:Lln to llPI~rr!lk ~.(;nl·m"r~t~ 

(/I;"U.?Hc~fi). l!IlJ'l('m(~llt:lJ,ion, t.o be illi t.i n tod conCUITF;nt I y wi til th'lt 
of the' ClUi,'}' sllbproject, will be avc'!" n tl,r,;r,- to rour-y~nr T'f'riod. 
AIl inv€'Htrn,-'ots ",oill iI(! in nrcA.S outs; d,':! tll(! .. :~;.r·IA. 



1 I. ENVIRI)~l·1ErITf.L IHl'J\CT IDENTIFICATION AND EVALUATION 

Annex 11 
Page 6 of 9 

necnu~e the jlt'oposed prop-'run lays out a wide l"a.nge of shelter' 
:.;Ll'at.l'!::ies und components, n number of positive results should occur. Such an 
lUi;hitious prugrrun as envisioned in the P1D also cnrries with it the rieces~iLY 
fur, Jong-runge, expJicit illnnning in order to mllxim,iz(: bqnefits and minimize, 
C0/lCel'nS~ 

1. Benefits 

In general, the progrrun bene1'lclarles should receive a higher 
quality of lifE',. Specific measurements of such improvements are as follows: 

• r~e\, shelter sol ut,j ons wjt11 the hnglc 'lmc'niti (:s (soundly-built with 
potatle water and private sanitary facilities) for those people now livir.g in 
·J.Jlfi t shelters. Designs mas j nch,Je si"tes and service£', and/or core housing. 

• Improved health and snfety environment fc~ existing settle
r~':nt.s ly meun:3 of progrmns su.::h us wuter, sewerage~ dru.inag'~, street.. lighU;.,ng, 
~;t I','et J.eveling I and J'uhl ic tch'r)hone:.:. 

• I.ml'r,'\'l'd ('x i :;L i ne. ,shf'll r'r!> hy, H1f'ann lJf' j Il rlivj .1il1.1 11] tcrrtt j ,.n 

.,II,'iI II.: ill~;L:LlJ inL~ ('(.'11',: I"'! C' f'l(l[)I'[i, dlu'alll t' t'Oorr., !lllll~(! ('{JIlIl('(:Lif)n:~ nf h~l:~ ir: 
:;cl";icl':3, alld I'I~rllUj>;; :~!!,'I~I'I' ('Xl':L1I,;' i()11 , 

2. 1~L,)llcerns 

The t'nllnll'ral ed helJefi t!J fire not. ~',\;tomllL i(~ally achi F:'ved. R'lLher 
u Ll,}lihcrllte ,:Uld highly-~vuluJ1Li ve proc('~;~~ is rcqlll r('(l, T1H~ following arc t,he 
jlt:,rt~civl!cl t:Ol',Jccrns assucinLed with the proposed progl'om: 

• Lack of environment.al planning and implementation capability. 

• Numb~r and vnri.ety of difficult envirorunental settings for 
progrwn . 

• , La.ck of pre ject-gpec,;,fic detail to ensure correct 'aec ision
mo.kjflg. 

B. DISCU:?SION OF KEY ENVj'RON!,1EN'l'AL ISSUES 

Sound enviror,melltaJ plallning itl this 'prof,ram cun be achieven 
t.lll·\')u~h two av<:.nucs: a) insdtllt10nal dE'velopment und otl:(ngthening, and 
[,) ,'fll'c1'ul rroJpct r.clert.:ioll and development; nit'ied hy fllnrtJUJi('nt.nln of cnviron
IUl!llt.n] pllUminc" 
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J l "\I~llOt I,,· n.~;: Ilined lli-It lill' ,·d :;L i·,l/' in:~LiLIII. i(J'I~ art' 
<'l!t.;lr-jeU to perfo;m f'n\'lror.ml:IlLa] plar,rliTi/.; f'l![lcti()n~;. :,'i"l:! res(~,H"'11 .i.ndic'lt p !; 

\.i;'11 t.! I'. '1',' i:; nu llitLi(lfl'IL !.'IIVi!'·.JIIJn('lI\ .. 'll !I/"'II('Y I.,) !'I'()vid";1 ]!::lri!'('::llip rr,],:. 
lll!·,tt'wi, Ll:;<.:l inc daLa is r,atll(·t'cd by II wide vad(~t..Y oj' ill~;titIILi(/t1:;, '['JI(.'r'= 

i~ L!ll1:; a L",>,I t.:; coo1'uil1.'1te data collect-lon and nll<11y::is, by tl.P v'Lriuus'W.CIl-

C 1 t~~: . 

'l'hr,!,~ tyP!::> of U.S. r\llldiTl~ are I'rr)I'O~;Cu: lJou!'.~ing /?ll:.il"allty, 
Jev'~lnpment grrtnt [Ind d:;velnpmE'nt, lonn. A v'lrict,y .nf J)t·o.Jl:t:ls is ('onLemrlnted: 
lIi'[raJinG will! urban st.>rv'i,~t's, home imprcvements, lI!~\oJ housjng construction. 
A n~l1~bl'r of Salvadorean 'i.mJilementers are involvp.d, both IJublic and r-rivate 
c,1<:Lol'. 'T'hcrefor<2, ,techrdcal .'1nd environmental g'lirlelinc:s for implementat.ion 
efft'ctiveness need to be developed as the AID pr0gram unfolds. 

2. Implct of Environment on Pro~:ram Activities 

'1';wre hr·.: dl frcrcnt cnvi ronmentsillvo1 'led in the proposed 
procrwn. l'lirt of t.lle l'ropo:;nl 1,; to upfl'll.de exist.:illp: sp.ttl(~menn~ jn the rr.aJor 
cit j,::; liy mt.:£lI1S of I'rovLiill1', lJ!l:;lC 1'"1,li<: servi(,e;:; Ii!!" uy impcovinp: f'xistinr; 
:;tl,'l:'cJ's. 1n Llh'se ell'\ \ImsLHllcl's, t.ILe l~arrying CHI"'lCiLy of' Uw ('nvir(jTlll,~nt 
t,'J j'llr~!i:.;h l',J.~·,lc re:-OIl!'C'C'S (.>llch ~lf; lolFll,le wntel" :L'1.1 blJilding m!lt.f·r"iH1:;) 
i; ,Ii" cl'uejlll i.1Il1'11rl.nIlCc. In IlUdilioll, Lller!? :ll',l' 1"'(lIlil'f;mC'lti,s to l'r~)virle fl 

S3t'c' e lviroJ1mf>llt aWflY fl'om di:.:a;;ter-l'rollc areas. 

IITlJ)t,hL'r IllrL of t.lil' J'roe;rflm 101(1111(1 illvolve new :;lJI,'] L"r 
CL1Il:;·>rlJ.~t.ion jn Ilrnun nreas. Thsic lll'ce~~;iti(!sirl!~l\ltI.' LlJll,ropril>le siLp. ::;"lec-
ll,:1 unLi dCYI.;l<.ll'trIcnl criteria, /lnd Sllll.lld I nviror,rnl!ntl!l e/lg;lIeednr.; C01IstrtH'LlrJ!1/ 
m:J.i !d,L1:anc,~ l'l'occdures. 

In C'~!i'.:r(\l, n repr('!iellt.1.t.iv(' Je1cctic)(I of 111 /' '!'lr~(jll:; 1'0-

l~nLiA.l sit!',; slJ,)ll.ld 1, .. vi~,it.t·.'l ~~o fl.S t.o fltl'nt,,!J L!.n iniL11L1 11I)(it:rst,anrlin[; ,;f t:lt? 

L'xic.;ting ctlviroll::I!'nt.. IkrLlI t.hl' bllilt e','1ironmenL (wher): ul'~jr:tdjll/' 'tfl·j l,om': 
im(,l'oYcmenLs art;! to OL:l~ur) 11W\ the nnturnl env'ironrr.l~nt (\/hEeI"l" n·,'w ~hclter is 
to be built) l','qu'ire inc;pcd,jon. 

DUI'ill": the f'l' sLnce IlIld aftE'rward::, u rin'.!}" resolutir)[j of 
det.ail can provide n :';:jL~llder planning basis [or progr.'J.1Tl e}.E'cuti'Jn. In conjunc-
tion wi th l~llr1ier bA.ck/.~roUI1,j env'::'ronm·~nt.ill field reses.rL'h (mentioned abo\e), 
furt.her field "ark SllOltld focHs ell) fLte-spet.!ific constrairits. In response, ad-
ministrative and tecllnical options can be devised to minimize these constraints. 

http:ervirorm,.nt


III. HECO~n·1E~jj"TION!..l 

A. THRESHOLD 
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II lil:; 1 L i v':! Thresllolcl D, :termi nat i on La I"l!comrncmled, thu3 rt"lui \'
ing furrher ellvir<lnmcnt;ll illl;lly~!si 'l'lJis recomm0ndnLiol1 if), based uron two f'1lr.tur~: 

• TI1l'i]'ic'l,t l1'ltll1'" ('f l'r0f',I'f"l.In (kv('ll)I'IU"tlL: it.i~ 1.00 r:lrly 
t.o I'rl~(lict tilL' vurious (~nvirOnm('~lL:ll iml':l!'Ls of t,ht~ "I'('J'(I.:<o'<1 i))'OI"r:,m with /lny 
(kgn,'c' (}t' j'l'l',;i:';ioll. 

• I()Lel!'ial for' Sif~:liL'icfl.nL f'nvir'cmn(,ntfjl efrect~~: \~orking 

HI ]'JW-iIlCOn!'; neivhrY)J'I",,'h i:nplics Lhnt reSOllrre5 ",re ('!;!L-"ially !;rrtrcC' HIl'1 that 
I hy!;ic~Ll cOILlitiollc; i,U'c' ~ev('rC', '['hi!; I'ru[~r8.m exhilj ... :, ~l C'orlplc:xity r)f pr0l'fisals. 
j'.)tll i':t,'tor::; (!;trl.'~;"f'll "IJ',ironrn"nL and progrClJn comiJ}e:xit;,') "ombine to pro~lllc(' 
1.tlt.' r,~'L,.'tlti[ll fr,r ,;it:nif1,·:!tlt El<ivernc onvir')llm0t1~1l1 rt'f'rr:L", 

Roth further C'nvironmentn.1.. analysi ,: alld t:~chnicill ussist.ance 
:l.re Lhereby l'cconll!1E'nden. 

n. }'URTlIEH ENV1[\(\N~,It:N'I'AL CONSTPL:HJ\rIONS IN PROJECT DESIGN 

CuideLillC~; for' this phase nre fOlmd in Heeulo.tion l() Ilnd 

k.'fl :'hnu~l On\':r 42-0, Detniletl Environmental Critc)'ill and nn ucc0mpllnyinr, 
ched:Lif,t should b,~ cJevE'loped anct complet2d, to so::'\,e the f,)]]l)wiflg Isslle~: 

• tlpl3rcHling Sites -- eVllluation of alternutives ~llld sel(!ction 
of lc~st.-cClst, most environmentn.lly sOHnd sites for llpgrnding. 

• Urban Scrvicc~ -- design of appropriate systems f0r p0~able 
WUt.l:!', Scl/erllec, storm cirn.innge, r:artJllgc, street uI'Gl'nding, stn:et lighting 
WId ot !It' r :;',' Y'V 1 ('c~;. 

• ~'ew ~~hLltey' COllsLruction 
and' of constrll('tion/mll'intenrtn~e tcclino1.ogy. 

selection of appropriate sites 

,Till' C:!,:j""j:l !;ilould Ll' prcc(~cted by ('':\Il.i:r:it ll,o~ls anci objective::> 
\,'hicll would f:.lr.:i.l;ta~.t.' I,tl':' !>'l(~C'tj()rl uf lin envlronmC'ntnlly :,ulmd program. 
E~:sL'r;t.illlly tht:> cmrlla:;js E~IOllJd te on corn,,·t lJ1'o.lc~:L sit('~, U['prOl'l'int.c Jlroj~('t 
c"'r:lponent.s ani c;uiLrtl'L,' t,l""~:H1ologic,,, 'l'he cher.k11st Sl10111J· b~ based upon the 
El Salvador cnvlr'onmc'l,Vll conditjons. 

. 
'I'!J,'!:c guidelInes should be- prepared by tile 

RIIUDO with th~ collaborntion of the GOES implementing ng~llcy. 
£hOllld be developed and incorporate-d in the ProJect PIlf,Jer. 

f.1ission a.nd thc 
The guitJeli.nes 
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In or(j.:!r to enGure full under:;t/LIlallig fmCl maximum beneri ts 
L'om su-::h a checklist, R}/lJDO and tht' Mission f:hould assist in its familiadzll
Lioll. This a.ssistance should be in the form of training 'performed in-colmtry 



GLOSSARY OF TECHNICAL TERMS 
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A. HOUSING TYPES IN SAN SALVADOR HETROPOLITAN AREA MARGINAL COMMUNITIES 

1. Tugurios are sfjuatteT settlel'lents located on steep-sloped 
public and private land (usually ravines), including street 
and rail rights of way, which has no real alternative use. 
Public services are almost non-existent. There is some access 
to electricity (often illegal) and several tugurios have public 
water. There is no sewage system or formal garbage collection. 
Housing is usually constructed by family members. Materials 
used range from cardboard, wood and plastic to wattle and daub. 

2. Campamentos are emergency housing units built by the government 
after the 1965 earthquake. Thtse are one room, wooden struc
tures with cement floors and asphalt or tin roofs. Public infra
structure is available to campamento residents on a communal 
basis. The two major problems here are overcrowding and lack 
of maintenance. Average density is 1691 persons per hectare. 
After 15 years, most units have deteriorated severely and have 
been temporarily repaired with cardboard, plastic and other 
scavenged materials. 

3. Mesones are multi-family rental tenements located in the original 
center of San Salvador and in neighborIng municipalities within 
the AMSS. Families live in one room and have common access to 
public infrastructure through the o\mers of the buildings. This 
can be a problem when the owners set limits on water consumptions 
(the rental fee includes service charges). Construction materials 
vary: floaTs are cement, mud or brick; walls are mud, wood, cor
rugated metal aT bricks; and roofs are metal, corrugated plastic 
or thrown-away materials. Density is high: 1364 inhabitants per 
hectare and maintenance by owners is kept at minimum. 

4. Colonias Ilega~es are illegal subdivisions located in the steep 
peripheral areas of San Salvador, especially the north, south 
and east. At first these subdivisions have no public infrastruc
ture, but later as they develop, some receive public water and 
electricity. Housing conditions and materials vary considerably: 
ll.c;ny 1mits are indistinguishable from the tugurios except the 
density is not so severe; others are constructed using permanent 
materials such as bricks and concrete blocks with asbestos-cement 
roofs. Major unmet needs are public water and sewer, electricity. 
garbage collection, and vehicular access. 



B. SAN SALVADOR METRC~OLITAN AREA 
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The San Salvador Metropolitan Area (SSMA) is comprised of the 
follOlving muuicipali ties: 

1. San Salvador 
2. Mej icanos 
3. Ciudad Delgado 
4. Ilopango 
5. Antiguo Cuscatlan 
6. Ayutuxtepeque 
7. Cuscatancingo 
8. Soyapango 
9. San Marcos 

10. Nueva San Salvador (Santa Tecla) 

C. SECONDARY CITIES 

The major secondary cities in El Salvador are: 

1. La Union 
2. San Miguel 
3. Usulutan 
4. San Vicente 
5. Sensutepeque 
6. Zacatecoluca 
7. Sonsonate 
8. Ahuachapan 
9. Santa Ana 

10. Chalatenango 



ABC 
ANnA 
ANTEL 
BCR 
BFA 
BH 
CABEI 
CACM 
CAESS 
CEL 
CENTA 
CONAPLA.f>J 
DIDECO 
EDlJRES 
FEDECACES 
FEDECCREDITO -
FIGAPE 
FNV 
FSV 
FSDVM or 
FUNDASAL 
GOES 
HUD 
IDRD 
:DB 
INPEP 
INSAFI 
ISSS 
ISTA 
lVU 
MAG 
MI 
MOP 
PRIDECO 
runmo 
SSMA 
UNDP 

Glossary of Abbreviations 

Access to Community Welfare Program 
National Administration for Water and Sewerage 
National Administration for: Telecommunications 
Central Reserve Bank 
Agricultural Development Bank 
Natiohal MOl..~gage Bank 
Central American Bank for Economic Integration 
Central American Common Market 
San Salvador Power & Light Company 
Lempa River Hydroelectric Commision 
National Center of Agricultural Technology 
National Planning Council 
Community Development Directorate 
Urban & Regional Development Study for El Salvador 
Federation of Savings and Loans Cooperative 
Small Business Credit Federation 
Finance and Guarantee Fund for Small Business 
National Housing Fund 
Social Housing Fund 

Salvadoran Foundation fOl Minimum Housing 
Government of El Salvador 

Annex J 

Vice-Ministry of Housing a~d Urban Development 
International Bank for Reconstruction anj Development 
Inter-American Development Bank 
Government Employees Pension Fund 
Salvadora~ Institute f0r Industrial Promotion 
Salvadoran Social Security Institute 
Institute for Agricultural Transformation 
Urban Housing Institute 
Ministry of Ag,iculture and Livestock 
Ministry of the Interior 
Ministry of Public Works 
Integrated Community Develop~~nt Program 
Regional Housing and Urban Development Office (AID) 
San Salvador Metropolitdn Area 
United National Development Programme 




