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of El Salvador in implementation of an Agrarian Reform Program and the Expanded 
GOES-A.I.D. Development Assistance Program. 

3. The Proje~t Agreement, which may be negotiated and executed by the Officer 
to whom such L'llthority is dcle~aterl in accordance with A.I.D. regubtions and Delega­
tions of Authority, shall be subject to the following essential terms and covenants and 
major conditions, together with such other terms and conditions as A.I.D. may deem 
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, a. Source and Origin of Goods and Services 

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

b. Reimbursement of Expenses 

Upon compliance with the relevant Conditions Precedent to Disbursement by the 
Cooperating Country, A.I.D. may disburse Project funds as reimbursement for 
costs of technical assistance, training and other eligible costs, provided that 
evidence that such costs were incl1rred subsequent to March 27, 1980 is furnished 
to A.I.D. in form and substance satisfactory to A.I.D. 
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c. Condition Precedent to First Disbursement 

Prior to any disbursement, or the issuance of any commitment documents unde: 
the Project Agreement, the Cooperating Country shall furnish to A.I.D., in forn 
and substance satisfactory to A.I.D., an implementation plan for the use of th. 
initial $200,000 of technical assistance. 

d. Condition Precedent to Disbursement for Technical AssishuJ(.:e lOr mE 

Expanded GOES-A.I.D. Development Assistance Program 

Prior to any disbursement, or the issuance of any commitment docl.i.ments under 
the Project Agreement to finance technical assistance in support of the Expanded 
GOES-A.I.D. Development Assistance Program, the Cooperliting Country shall 
submit to A.I.D., in form and substance satisfactory to A.I.D., an implementation 
plan for the required technical assistance. 

e. Waiver 

Competition for the procurement of technical assistance for the Agrarian Reform 
Program of the Project is hereby waived and a single-source ccntract :nay be 
negotiated with the Instituto Interamericano de Ciencias Agricoks (ITcA) in an 
amount not to exceed $200,000. 

Acting Assistant Administrator 
Bureau for Latin Am'erica 

and the Caribbean 

(//J4( {J / 9 / 9,ftJ 
r Date ' 

Clearances: 
,-1,1/ ,/ 

GC/LAC:JLKessler: '/// date til.:'!;' 
LAC/0EN:MArnold:~ date IiEJio 
LAC/DR:CPeasley: I ,I date - ,I' ,. 

,- , y'" <1'1/\1 \\j 
LAC/DR:MBrown: ~. ate VI ,(1\1) 

AA/S£'tl.:DMacDonald:. I datet:;f;UJrO 
" .~\.-~ 

Drafted:GC/LAC:DAX ams:ckg:4/9/80:ext:29183 



&IOlllCo. I. ""AD NO. 

f ..... DlltA.TM.NT OF STATI LAe-80-1 
AGENCY FOR J. COUNT"'" 

INTERNATIONAL DEVELOPMENT El Salvador 
•• C"TIIGO"'" 

PAAD PROGRAM ASSISTANCE Cash Transfer 
APPROVAL DOCUMENT 

01. OATil 

April 1, 1980 
t. TO' •• 0 .... CHANgE NO. 

AA/LAC, Edward W. Coy (Acting) --
•• OY •• NCAEASE 

~. ,."0101. 

Brown~ 
None 

TO 11& TAK&:N "ROM' 

LAC/DR, Marshall D. Econanic Support !"und (ESF) 
e ... PPROV .. L. REQUIUT&O FOR CO ..... UT ... ENT OF. 10 ... PPROPR ... TION - AL.L.OTh4ENT 

$3,250,000 72-1101037 037-65-598-00-50-01 
II. TYPE "UNOIN:~ 12. L.OCAL. CURRENCY .. RR .. NgEh4ENT 

DL.O .. N 6C(C:RAN O'N,.OR ..... L. crJ"ORh4"L. ONONIE 

113. ESTIh4ATE:) OEL..VERY PER.OO ,'4, TRAN."CTION &:L.lgIBIL..TY 

:BAn 
. N/~ ate of Approval 

II. CO ...... OOI T I E' "'N ANC E 0 

N/A 

Ie. PER..AITTEO .OURCE 17. E.TIMATEO .0U"CIt 

U.S. only: U.S.: 
Lim.,eJ F.W.: Induatrialized Countriea: 

Free World: 

Cash: $ 3 , 250 , 000 
Loco I: $ 3 , 2 5 0 • a 0 0 
Other: 

II. SUM""ARY DESCRIPTION 

The purpose of the $3.25 million cash grant is to provide immediate 
budgetary support for the Agrarian Reform Program and foreign exchange 
to help maintain economic stability and ameliorate balance of payment 
problems. This cash transfer and a complementary $750,000 Technical 
Assistance Project will provide tangible evidence of the U.S. commit­
ment to support peaceful socioeconomic reform in El Salv~dor. Specifi­
cally, they will provide: (1) a portion of the financial resources nece­
ssary to implement the first phase' of the agrarian reform process; and 
(2) technical assistance for planning and implementation of the initial 
agrarian reform efforts, planning of the larger and longer term agrar­
ian reform program, and implementation of the expanded FY 80 AID Econo­
mic Assistance Program to El Salvador. 

It. CL.EAP."'C ES 

jt£g-w LAC/DP' 
~roc GC/LAC: 

ao. ACTION 

o .. PPROYItO 0 OlaAPPR~OYIEO 

/J/l!h.}d..-'ll'lAJ 'tl 
Edward W. Co 

AA/LAC (Acting) 
TITL.E 

,.-,.", 

OATil 



Apr 8C, Ch 8, HB 3 

II. TIl,\Ns"r.Tlm: COUf, nOC~\t:NT 

GJ .\ = "</,1 Amwum-nt Number CODE 
At;[NCY rO'f IN"fFIlNATIONAL OLVl.:LOrMENT 

PROJLlTD,'\TASIIEET I A C-Ch_n~c 3 
_______ . _____ . ______________ --j II" [).·:rt:'...r __ --~========--1-.--=--

2. (;O(;:\TI'.\':f·'IITY ,:I.I'llnIECT~;I\II\ER 

4.bUKr .. \.c/<lI i·I'. L .J. PROJECT I IrLE (",,,-,,,mum.J() ("araClns) 
El Salvador Ih _-:5.!2l- 0.259 J 

Ia.tin America and the 
~~. ____ ._ [05 ~ ~Agr:arian Reform SUl?port/TA-~ 
F. P'/(ll LeT \.:''>h L\\,U: U)'.II'LLTIU,'>; UAT E (PACf)1 . 7, f.STI.\\"·1 U) UA l'E 01' or;L! GATIO:-; 

" 

(U"d" '11." h,lolL', ,"In 1, 2, J, or 4) . 

\l\\ /)(), Y Y 

____ ! 0: 91 31o i 8 i 21 ___ ' ,\. lr~i~~LfilQJ fl. Quarter J3J __ C. Fin:>' I J'Y ~.~:=QJ=-I __ 
__ . ____________ -r~ ___ ~~~'.~C~O_S~T_S~(_$_O_O(_J_()_R~I~c(~~l~:1~V~A~~~1~\~~·T~S:~1-=~.~~.2~,~5~0--)~---------------

I ;', R S:.,f .:.F.:.y-=8~0="---___ +-...:.....=--__ -iL:.:I.:.F::.E-:O~F..:..r_:=_R:.:.(;).J~:.::F..::.Gi_r -::-::----:----: 
r-lU-x ~. L/e I D.lol:U:.._-t-__ -=E:..,. F __ X':-· __ -l __ F_._L,:-IC __ j G. T'llitl._ 

-'\lLi'\PP;-ul~I·I;r-d-T-o-I;I·---------r--400--' 350-,--75-0' 400 350 75~ 
---(C,;';-:-j' E-S-F--- (400) ( 350 I ( 750 ) ( 400 ) ( 350 ) l (~5D_ 
--~;-- =-='---_.- : ) ( ) ( \ ( ) ( ) ( 

O~~r I'I~- -------4--------~~----------+----------~--------~~--------+_-------u.s. :!. --------
__ ...L: ----- ----------i-------+.--------~.-----_+_-----t_--------t-----

Ih" C )lInllY _-/-_____ +-_____ +-___ _ 
- .. ----.-,-----------r---------+-----+-----

--(2:~'!~:'~'::.'(;-_J-_-_-_T-O-I-·,-\-L-S-&n-~;":·~_=·~::::::::_..,,4'~U_IO ___ ·~·~,::::::::==3:,=O=_-___ ~~_.j~I-_~_.:...75=..()=..·-_-L_...:4:.,:O:.:0=--_-'--_:::..35::-_0=--_t-_7:....:5:..,:0"--_ 
'1. SC I J I.DU IX U r :\ 1 ',,!,J..:.1..:."l:...' .:.::\::.D:.:I~:-';.::G'...!..:( s~o:.';():.';o:.!..) ____ -..,. _______ '--___ _ 

A. "prR(~L~;I.\I-,\-k-· )"".I-c-.-I-'l-'~I-\\-:\-P-.,-: -':-o-.-O-n-L-I-C;-.\-TIO:--;S TO DATF i, E. t\.\\OU!\,T IIPPPOVf.O F. LIfE or rROJECT 

PIUSI 10:-; If'l . r'l (\~ r·. l~._T_I:_C_II.,.' _' _I J_'I_'·_lL-_____ ...,-___ . ___ ~----...:T~~;.:.:.I1..:.<;..:.,. \:-.::c:.:.I'..:.,(I;,;.):...:-; ___ +-__ -:-__ --'"'1I--:--:---

tl) ESFr~~ 1
11

;',,:,1:, '~,"; l.(~.tlll i ~. ::.111 +1 __ I._I~ .... " ..... ~~-+ __ ~._I..:::=-;U_' __ If_-I~·~t-:.i~~;'()u."-' __ :.-: __ C._I .... , .... J_n __ 

(2) i _~_-+I_-__ ~!_-_---:>--------+-----+_-__ -+I_-_--
( •• ~ . .l..) __ 1 : J I 
-. .~-.----1.--~. ----.- ----+-----+----I;-----~----

_("_1 __ - 'l:()--r'\~--'C~;-! ------rl -------T---;;7.,..5""0,----i-----~-----:,----.... 1~-_----::--:--__ -:-_-'--________ -'-____ -r-.'-75Q ___ -.L _____ __ 
10. Sf.t:t):;:Cl \,,\·-I·J~(;ij.\:IL\j: l ui JL~ (,rt'",,,n "", Ii cu:" J ,,' .i !,Oll/to"'" 'ocit) 11. :.I:.CO:'-IJ.\ !'.'\ Pl' ,·:1 r~r: l. 

_____ g.~!. ___ .J ___ .Jl41 720 866~.....:._ ___ -!.... ___ _L_ ________ _ 

12. Sj'I.L];\ r. (,I )~(.I jJ.:'~t.;, C:UlH5 (mll.\l1rWUl ;" (od··s (J/.f ')(lJlt:'lrU t:Gch,l 

I To provide t2chnical assistance sUPfOrt to the roES for implerr.entation of ! 
(a) its Agrarian Refonn Program and (b) the expanded roES-AID developnent ' 
assistance progr 

J. 
'j:I.S(~JI i:j;t"7r .!.i) 1~\-.\j.~7 .. ~·J-;;-,<~-- - ----. 1 i 5. ,SOL'RCE/IJI:IGIN OF (;nOLJS I\~D SLIt \'ICES 

\1'1 1 y", .' !.I\'I n'l I ~I\I I YY f. , 

_ 1~~~'~'~1 .. 1 0: 6J 8: 1 '.~ . .L..LLJ. _'i~'~..:oL9;_sli._~ -, O?~~.xJ 911 ex LoCJl Q nlh<r(SI'NII:.) 
It;. .\,.' ·~I '\1'- ~ 1',,'" .\'1 1'1. ,: I II- "',.\ ":r..~ I/IH 'I·(\~J.:I' I I"J.. .... : • .ft ...... I ..• .. • •.• _ .. lIlt .1._ ..... .1_ ...... , I 

II',' 

Director f
ll jI-'; i l:!Jl-)r-I-:-;:;'-\ '--'0-( 
1:--: \1 '1 /\\',0(( I. ,;! '\11)'1, 

_-.,. ____________ ~IL;I;l:.,lI.\ll01 lJhllU 

IIJ.'IC .:ii~n·d . 
, ,L\f I Of) YY I ~I\I IUD VY I 

; I O! 3 310 IS\ 0 I , I , I I 1 : 

http:i'10J1.Cr


I. 

TABLE OF CONTENTS 

AGRARIAN REFORM SUPPORT -- EL SALVADOR 

SUMMARY AND RECOMMENDATIONS 

A.. Recol11ITlend a tion ................................................................................. .. 

B. 

C. 

D. 

E. 

Grantee ................................................................................................. .. 

Progr~ -Objectives and Assistance SUIIIIlaIY •••.•.•.•••.••••• 

Condi tions and Covenants ..••..•.•............•.•.••.• 

Waivers .................•....................••..•.••.••• 

~ 
1 

1 

1 

2 

2a 

II. BACKGROUND AND PROBLEMS TO BE ADDRESSED 

A. Overview .................•.............•.•....•..•.•••.•. 3 

B. Economic Situation ..................•.••...•.••......• ' 5 

1 .. S 'WT1IT\ary ........................................................................................ .,.. 5 

2 .. Economic Growth .... .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .... 6 

3.. Financial Resources .............................................................. 7 

a. Balance of Payments .....•.•................... 7 

b. Fiscal Operations of the Central Government 

4.. Unemployment ............................................................................. 12 

c. Agrarian Ref o rIll ............................................................................. 14 

1. The Land Tenure Pattern and Its Consequences .. 14 

2. Agrarian Reform Law: Decrees 153 and 154 '" 15 

3. Status of Implementation ........................ 16 

III. AGRARIAN REFORM SUPPORT ($3,250,000) 

A. Justification .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ... .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .... 17 



B. Program Oeser iption ............................ II. • • • • • • •• 18 

1. Mission's A.grarian Reform Support Strategy ••. ~. 18 

2 • Utilizatian)~ Program Assistance Counte:rpairt Funds.... 19 

a. Logistical Support .......•..•••••••...•.•.•..•. 19 

b. Production Credit 0 •• 0 0 • 0 ••••• ',' • • • • • • • • • • • • • • •• 19 

C. Implementation Arra.ngements ..•...•....•...••..•..••... 20 

1. Financial and Administrative Procedures ........ 20 

2. AID Monitoring ..................•..•........•.....•. 21 

IV. TECHNICAL ASSISTANCE SUPPORT ($750,000) 

A. Justification ...... 0.0. 00 •••••••• o. 0 0 •• 0 •••••••••••••••• -. 22 

B. Project Activities ..... o •••• 0.0. o. 00.0 •••••••• 0 •••• 0 •••• 22 

1. Agrarian Reform Technical Assistance .........•.. 22 

2. Implementation Support o. 0 ••••••••••••••••••• 0 ••••• 24 

C. Implementation Arrangements ...•...••...••......•.•••.. 26 

ANNEXES: 

I. Statutory Checklists 

A. Non-Project Checklist 

B. Project Checklist 

II. Economic and Agricultural Data 

III. Agrarian Reform Law -- Decrees 153 and 154 

IV. Draft Non-Project Grant Agreement 

V. Draft Project Authorization 



- 1 -

I. SUMMARY AND RECOn!ENDATIONS 

A. Recommendation 

USAID/El Salvador recommends authorization of a $4 million 
Economic Support Fund grant: $3,250,000 non-project (program) 
assistance for Agrarian Reform Support, and $750,000 of project 
assistance for Technical ~ssistance Support. 

B. Grantee 

The Grantee will be the Government of El Salvador (GOES). 
The coordinating agency for the Agrarian Reform Support Program 
will be the Ministry of Agriculture (MAG), and the main implement­
ing agencies the Salvadoran Institute for Agrarian Transformation 
(ISTA) and the Agriculture Development Bank (BFA). The coordi­
nating agencip.s for the Technical Assistance Support Project will 
be the MAG and the Ministry of Planning (MinPlan). 

C. Program Objectives and Assistance Summary 

On October 15, 1979 a new reform-minded coalition govern­
ment took control in El Salvador. Although there have been changes 
in the five-merr.~er civilian-military Junta and the Cabinet, the 
Government remains progressive and is continuing to promote subs­
tantial political and economic reforms. On March 6, 1980 the 
Government announced the centerpiece of its reform package -­
Decree 153, "The Basic Law of Agrarian Reform", which establishes 
the basis for a major redistribution of landholdings and restruc­
turing of the agricultural sector in favor of thousands of tenants 
and landless campesinos. The first phase of the reform dealing 
with holdings larger than 500 hectares has begun. The ESF program! 
project ~ssistance package is intended to support the Government's 
efforts ro implement the new agrarian reform law. 

The specific objectives of the $4million grant are the following: 

tal To provide tangible--evidence- of the U. S . commitment in support of 
peaceful socioeconomic reform in El Salvador; 

(b) To provide a portion of the financial resources necessary to 
implement the first phase of the agrarian reform process; and 

(c) ,To provide.t~c~ical assistance for the planning and implemen­
tatlon of the lnltlal agrarian reform efforts; for the planning of 
~he larger ~nd longer term agrarian reform program; and for the 
lmplementatlon of the expanded FY 80 AID Economic Assistance 
program to El Salvador. 
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The AID grant will take two forms: Counterpart 
generated from the $3,250,000 of non-project assistance will 
be used to finance institutional support and production credit 
costs; and $750,000 in project assistance funds will be used 
to finance identified technical assistance requirements. 

Because of the need to respond quickly to an urgent 
requirement for assistance in implementing an agrarian reform 
program and the country's increasingly serious foreign exchange 
and domestic resource position, AID has determined that non­
project (or program) assis~ance is the most appropriate AID 
mechanism to assure timely support for the implementation of ~he-
agrarian reform law. 
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However, in order to simplify foreign exchange payments and 
to ensu~e that all technical assistance requirements are met 
on a tiI"ely basis, AID has determined that the technical assist­
ance is ~est financed through normal project mechanisms. 

D. Conditions and Covenants 

Two Grant Agreements will be signed: one covering the 
$3,250,000 of non-project assistance and one covering the 
$750,000 of project assistance. 

1. Agrarian Reform Support -- $3,250,000 

a. The Grant Agreement will specify one Condition 
Precedent to initial disbursement: that the 
GOES furnish to AID a statement of the name or 
names of the person(s) holding or acting in the 
office of the Grantee, and a specimen signature 
of each person named in such statement. 

b. The Grant Agreement will include a covenant re­
quiring the BFA to use ref lows of credit funds 
provided under this grant for future lending to 
the agrarian reform sector. 

c. In addition, the Grant Agreement will include 
prOVisions relating to: (a) the performance of 
agreed cooperating country undertakings; (b) 
the amount, nature and agreed timing of the 
assistance to be obligated; (c) the use to be 
made of generated local currencies; (d) standard 
obligation procedures; and (e) the deposit of 
local currency into special progr~-relate~ 
accounts in EI Salvador. 

2. Technical Assistance Support $750,000 

a. The Grant Agreement will include two Conditions 
Precedent to initial disbursement: 

(i) Same as above regarding Grantee representa­
tive; and 
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(ii) That the GOES in consultation with AID, 
furnish to AID an implementation plan for 
initial technical assistance requirements. 

Because of the nature of the technical assistance requested and 
the preference for experts with practical experience in implementing 
agrarian and other reform programs, the ~fission expects much of the 
assistance to come from local and Central .~erican sources. The authori­
zation therefore includes a provision allowing for the procurement of 
technical assistance from the host country and countries which are ~eobers 
of the Central American Common Harket. 

The Interamerican Institute for Agricultural Sciences (Instituto Intera­
mericano de Ciencias Agricolas - IICA), based in Costa Rica, has been 
identified as one of the institutions to provide technical assist2~ce. 
A waiver for sole source procure~ent of technical and professional services 
from IICA is included in the Authorization. In accordance with Sectiol: 12C4~ 
of Handbook 1, Supplement B, the waiver is justified because IICA has a 
unique capability by reason of its experience and specialized per50~nei, 
who are recognized as predoninant experts in agrarian reform. IICA con­
sultants are familiar with the agrarian reform problems of El Sal\·ador 2.~d 

have developed the necessary contacts for timely and effective delivery 
of services. Also, the Project is being implemented under emergency con­
ditions. A requirer::ent of cOi:lpetitive procurer.:ent would result in Project 
delay and would impair the GOES' ability to implement its Agrarian Re£or~ 
Program. 

In addition, because of the GOES' urgent need for technical assistance in 
initiating its agrarian reform program, it arranged for consultants frc~ 
IICA to visit El Salvador as early as ~iarch 27, 1980. Thus, the Project 
Authorization includes a provision for reii:lburs~~~t for eligible technical 
assistance expenditures incurred from that date (~!3rch 27, 1980). 
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II. BACKGROUND AND PROBLB1'1S TO DE ADDRESS'ED 

A. Overvlew 

On October 15, 1979 a new coalition government took 
control in El Salvador. This government is headed by a five 
member Junta. Its basic thrust is i?rogressive, and it is proposing 
substantial political, social, and economic reforms. The JuntalD 
major long-term aims are to increase national production, employ­
ment, and income within a more equitable policy framework; provide 
basic goods and services to the entire population; and more 
equitably distribute developmental resour=es and socio-econc~ic 

.opportunities. In the short-term, it is focussing on the irunediate 
ways in which (1) economic activity can be reactivated and employ­
ment stimulated, (2) the basic food and health needs of the poor 
can be met, and (j) agrarian and other reforms can be implemented. 

The long-term viability of this government is, however, 
still fragile. There is increasing pressure from both the left 
and the right, as reflected by frequent demonstrations and marches 
and sporadic violence. This has resulted in a substantial reduc­
tion in economic activity. Nonetheless, the new goverl1l7lent has 
started to put its programs into effect. For example, in order 
to ensure that export earnings return to the country, the export 
of cotton, sugar, coffee~ and sea products has been nationalized; 
in order to ensure the broader availability of commercial credit, 
the banking system has been nationalized; and in order to improve 
the distribution of land, the government has just entered into a 
comprehensive agrarian reform program. In addition, the Junta 
revised the previous government's 1980 BUGget and shifted expendi­
tures away from capital-intensive infrastructure investment to'.oJard 
activities'whic)} will more directly benefit the' poor, and raised 
minimum wages for a variety of Ul1- and sCtli-skilled jobs. 

Although the government is committed to these fundamental 
reforms and to the creation of a more equitable society, it faces 
a nwnber of major obstacles: it must reactivate the economy and 
provide ne\v jobs quickly at the same time tha tit comes to grips 
with growing foreign and d0rnestic resource constraints. Although 
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responsibility for handling these problems must remain with 
the GOES, there is an important support role to be played by 
AID and other international donors. 

Recognizing this, AID began in December of 1979 to 
negotiate an expanded $50 million FY 80 Economic Assistance 
Program with the Government of EI Salvador. This expanded 
program has been designed to respond to some of the country',~ 
urgent requirements -- initiation of reforms, revitalization of 
the economy, generation of employment, and provision of basic 
infrastructure and services to the poor. Its major elements 
are a Marginal Community Improvement Project ($.9 million DA 
and$~ million HG in FY 80), a Small Producer Development Project 
($5.5 million DA in FY 80), a Public Sector Employment Project 
($10.0 million DA in FY 80), a PL-480 Title II Program ($4.8 
million), and a PL-480 Title I Program ($3 million) • 

Beyond providing urgently needed financial resources 
to the Government of El Salvador, this combined program/project 
will provide support for one additional and essential element of 
the AID Mission's expanded FY 80 program -- agrarian reform. 
Implementation of this crucial reform is just beginning. There 
are, needless to say, many difficulties in initiating such a sub­
stantial reform. While U.S. assistance cannot ensure success, 
we believe that it can ease some of the early implementation 
problems and increase the likelihood of a successful agrarian 
reform program. 
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B. Economic Situatio~ 

1. Summary 

F.1 Salvador's economy is heavily dependent upon 
three traditional agricultural exports -- coffee, cotton and 
sugar -- and a protected manufacturing sector which is geared 
toward the Central American Common Market. Although there has been 
a growing middle class, ~~e economy is highly dualistic with a large:. 
poor __ malori1:v and a relatively small number of very 
wealthy families. E1 Salvador's growth record was re1at.ive1y 
good through 1977. Over 1970-77, E1 Salvador's real GDP in­
creased at an average annual rate of 5.2%. In 1978, the 
growth rate declined to 4.4%. while in 1979, growth was a 
negative 1.5%. The decline in 1979 was largely induced by 
political instability, e.g., kidnappings, take-overs of fac­
tories, bombings, and terrorism. As a result, economic ac­
tivity and en • ..:'loyment have declined significantly, and there 
has been a general deterioration in the country's foreign 
exchange and domestic resource positions. The outlook for 
1980 is for a 5 to l~h decline in real GDP, for an overall 
balance of payments deficit of $160 to $200 million and tor 
a fiscal defic~~ of $140 to $206 mi11i0n.1J While there are 
no reliable statistics on unemployment, it is known to be 
substantial and to have ris8n considerably in recent months,£! 
particularly in the areas of manufacturing and construction, 
as a result of the large number of factory closings and the 
practical cessation of construction activity in the private 
sector. 

l}The lower figure is the government's official projection~ 
the higher one is a projection by ROCAP's Economic Advisor, 
taking into account the possible impact on expenditures of. 
the government's emergency program and the decline in gov­
ernment revenues associated with the projected drop in the 
GDP. See Tables 1 through 4 in Annex II. 

~e have estimated open unempl~yment at at least 15% of the 
labor force, and underemployment at another 35 to 40 per 
cent. 
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2. Economic Growth 

E1 Salvador's real GDP grew at an average an­
nual rate of 5.2% over 1970-77. That rate declined to 4.4% 
in 1978 and to a negative 1.5% in 1979. Value added by 
manufacturing industry increased (in real terms) at an 
average annual rate of '.5.7% between 1974 and 1978, while value 
added in agriculture increased very sluggishly -- at an 
average annual rate of only 1.6% over this period. On the 
other hand, construction, finance and utility services gruw 
at relatively high rates during this period. 

Growth came to a sudden halt in 1979. In spite 
of excellent weather which allowed for a 2% expansion in real 
agricultural output and r~cord coffee exports, preliminary 
estimates show that GDP in 1979 declined by at least 1.5% 
(see Table 1). This was primarily due to political uncer­
tainty and terrorism which triggered a sharp decline in pri­
vate investment (by about 30"/0), only a small part of which 
was compensated fer by increased public investment. The 
industrial, construction, commercial, and services sectors 
all suffered decreases. The downturn in the economy is 
likely to be significantly greater in 1980. Tr~ Central 
Bank conservatively projects a real GDP decline of 5% in 
1980. There is a strong possibility that it might be con­
siderably higher owing to the collapse of private investment 
and the sharp dro~ in manufacturing production induced by 
fear, intimir-t' ,d militant labor action (factory take-
overs, threats ~ .. 'T~nt and labor demands for increases 
in wages and frin ".~ .. _cs that are inconsistent with 
profitable operat~ 

E1 Salvador's GDP per capita is second to the 
lowest in the CA region: $550 (in 1977) compared with $410 
for Honduras, $790 for Guatemala, $830 for Nicaragua, and 
$1240 for Costa Rica.1J 

----------------_.--.--
l../Source: The W')r1d Bank, World Development Report 1979, 

August 1979, Table 1, page 126. 
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3. F1nancial Resources 

High coffee prices in 1976-77 improved the coun­
try' 9 overall balance of payments and fiscal positions. At 
the end of 1977, net international reserves were $206 mil­
lion, equal to approximately 2 1/2 months of imports. Also 
during 1977, the Central Government's budget (on current 
operations) was in surplus, as the total tax burden increased 
from 12.4% of GDP in 1975 to 16.6% in 1977. During 1978, 
both the balance of payments and fiscal situations began to 
deteriorate. During 1979, the pace of deterioratj,on accel­
erated, and projections indicate that it will worsen during 

1980. The balance of payments and flscal situation are 
examilled separately below. 

a. The Balance of Payments 

As coffee prices fell during 1978, the Sal­
vadoran Coffee Company withheld sales, speculating on a rise 
later in the year. By August 1978, foreign exchange reserves 
fell to $10~ million, equal to 1.2 months of imports. Al­
though coffee sales were resumed in September 1978, the bal­
ance of payments in 1978 showed a current account deficit of 
$243 million -- a huge deficjt when compared to an average 
deficit of approximately $40 million during the previous 
eight years. This $243 million deficit was covered by a 
substantial increase in the inflow of external capital, i.e. 
some $270 million ~. an average of $90 million over 1974-77. 
This included some long-term capital, but most was short­
term credit in the form of Dorrowing against coffee stocks 
in Europe. The Government also borrowed $20 million from the 
Central American Stabilization Fund. The net result of this 
substantial capital inflow was a $29 million increase in 
foreign exchange reserves during 1978, reaching a total of 
$234 million, or 2 1/2 months of imports, by the end of 1978. 

A significant deterioration in the overall 
balance of payments position of El Salvador occurred in 1979 
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on account of the considerable amount of capital flight that 
occurred in that year. The country's position on current 
account acutally improved substantially during the year as 
a result of the sharp increase in coffee prices. The deficit 
on current accounts declined from $243 million in 1978 
to $5.6 million in 1979 (see TQble 2; Annex II). However, 
this substantial improvement was more than offset by the exodus 
of capital. The movement of private capital changed from a + 
$159 million in 1978 to an estimated minus $176 million in 1975 
a turn-around of $335 million. As a result, the movement in 
the country's international reserves changed from a $29 millior. 
in 1978 to a minus $108 million in 1979 (Table 2, Annex II) . 

Net foreign exchange reserves are estimated 
to have behaved as follows: 

(In Millions of u.s. Dollars) 

December 31, 1977 
December 31, 1978 
December 31, 1979 
February 28, 1980 

$205.7 
234.4 
134.6 
40 to 60 

A further substantial deterioration in the 
reserve position occurred during the first three weeks of 
March. T'1e level c f interr.ational reserves :e11 to $5-10 million range as of 
March IS, and recovered Qnl; slightly to the $10-20 million range 
as of one week later. Authorities are seriouslY concerned, and 
have taKen steps to bolster their reserves by borrowing $90 
million against part of their gold stock pledged as collateral and 
by a.pplyin&_to the Il1F for compensatory financing. He understand 
that submission for a stand-by is also being considered. 

In addition, although the Central Bank expects 
coffee sales to piCk up in the coming months, the Hissio~ expects 
no substantial re~ief untilmid-1980. ;-ihile earnings from El Salvador 
1979/80 coffee exports (estimated at roughly $ 500 millon) ~...ll increase 
the supply of foreign exchanges (once inflow begins to normalize) 
to a point of equa1ibrium with an administratively reduced demand; 
actual demand for foreign exchange will continue to outrun supply i.e. 
the basic disequilibrium will 'persist until business and consumer 
confidence is restored. If confidence within the Agro-industrial 
sector is not restored soon, the resulting shortfall from tradi­
tional exports coming in next year could generate even greater 
foreign exchange deficit in 1981. 
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The outlook for 1980, and 1981 is for a 
further deterioration of EI Salvador's balance of payments 
position. The balance of payments deficit is projected to 
increase from $141 million in 1979 to $188 million in 1980 
and to $231 million in 1981 (Table 2). Reasons for this 
pessimist.ic forecast include the impact of violence and 
civil strife on cotton, sugar and coffee production: the 
reduction in manufacturing production because of factory 
closings; and the possible downturn in sane agricultural prcrluc­
tion during the first year or two of the Agrarian Reform 
Program. 

In summary, the country is facing serious 
balance-of-payments difficulties. Imports cannot be reduced 
without further adversely affecting production and living 
standards, and exports are highly dependent upon the govern­
ment's ability to control violence in both the rural and 
urban areas. Coffee, cotton and sugar exports may be af­
fected by continuing violence and labor problems as well as 
possibly by problems associated with the land reform program. 
Coffee rust may further contribute to the decline in foreign 
exchange earnings in 1981 and following years unless effective 
measures are adopted immediately to check the spread of the 
disease. The government will probably be able to prevent 
further capital flight through tight foreign exchange controls, 
but it will not be able to do much about the determination of 
foreign banks to reduce their exposure. Thus, the outlook is 
grim. EI Salvador's foreign exchange rese~ves may even ~each 
crisis proportions in 1981 unless the authorities are able 
to restore order and guarantee security, regain the confidence 
of the private sector by convincing it that it will have a 
continuing and im?ortant role to play in the country's 
economy, and secure substantial assistance from abroad on 
concessionary terms. 

b. Fiscal Operations of the Central Government 

The historical pattern for the Central 
Government's fiscal operations is for a surplus on current 
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operations (excess of current revenues over current expendi­
tures), and a deficit in the overall budget. This comes 
about because the Central Government's capital budget ex­
ceeds the surv1us on current account. This excess must be 
covered by borrowing. The pattern over the past few years 
is as follows: 

Central Government: Savings en Current Accoun~ 
Overall Deficit and Financing 

Average over 
1973-76 

1977 
1978 
1979 
1980 

(In millions of U.S. Dollars) 

Saving on 
Current 
Account 

50 
190 

98 
146 

68 

Overall 
Deficit 

43 
12 
39 
14 

142 

Financing 
External Internal 

Loans 

22* 
21 
39 
28 
58 

; Loans 

24* 
- 8 

-14 
4 

*Does not add exactly to overall deficit because of chanqes 
in cash balance. 

Saving on current account averaged $50 million 
over 1973-76 while the overall budget deficit averaged $43 
million over that period. Sharp increases in savings on 
current account were registered in 1976, 1977 and 1979, 
with corresponding declines in the overall budget deficit, 
mostly as a result of substantial increases in coffee prices 
which resulted in even larger increases in current govern­
ment revenues. The government derives a substantial portion 
of its revenues from the coffee export tax which is gradu­
ated so that the rate of the tax increases with price. As a 
result, a change in the price of coffee giv-es rise to a 
multiple change in government tax collections. 
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The economic cr1S1S that the coun-
try is presently traversing is not reflected in the 1979 cen­
tral government accounts. Coffee prices wer~ very favorable 
last year, while the political disturbances had a serious 
impact on economic activity only in the latter part of the 
year. Thus, the overall deficit was only $14 million, 87% 
below the level that had been projected by the government in 
its 1979 budget.lI 

The situation is quiLe different with respect 
to the budget outlook for 1980. According to government pro­
jections, the deficit for the current year will be ~355 mil­
lion (U8$142 million) or ten times the size of the deficit of 
1979 and 3.6 times the deficit of.978)./ In our view, the 
government's 1980 projection is still conservative since the 
current revenue projection does not appear to make adequate 
allowance for impact on tax collections of the depression 
that is already underway and is almost certain to get worse 
as the year progresses. Secondly, while the capital budget 
provides for some increase over the 1979 level (~124 million 
or U8$50 mi11ion}#1this figure is not adequate to accommodate 
an emergency public investment program designed to counter­
act the sharp decline in private investment spending. Third, 
the government's commitments in the area of socio-economic 
reforms, particularly in the area of agrarian reform, will 
require additional public expenditures that are likely to in­
crease at a pace that far exceeds the government's ability to 
generate additional domestic resources. Thus, the overall 
deficit in 1980 may well be even larger than that projected 
by the government. 

With respect to financing of the 1980 deficit, 
only some $58 million (~144 million) were assured at the time 

1IThe government had projected an overall budget deficit of 
~75 million ($110 million). As a result of the increase 
in the coffee price, the actual deficit was only ~35 mil­
lion ($14 million -- see Table 3 in Annex II). 

~lSee Table 3. in Annex II. 
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the 1980 budget was prepared. This leaves $84 million (9'211 
million) to be supplied internally, and an even larger 
amount if, as is likely, the deficit exceeds the amount pro­
jected. Thus, the government's fiscal deficit, if largely 
internally financed (as currently ~lanned), must be expected 
to add to inflationary pressures.lI 

¥. Unemployment 

There are no reliable statistics on open unem­
ployment in E1 Salvador. The most recent estimates available 
refer only to underemployment in 1978. These data, reproduced 
in Table 5, show an overall underemployment rate of 37%. Note 
that underemployment is particularly high in agriculture/manu­
facturing industry, and services. The situation has deterio­
rated considerably in 1979. Open unemployment in the con­
struction industry was recently estimated at 6~1o of the avail­
able labor force in that industry.lI 

The Salvadoran Association of Industries (ASI) 
estimated on January 21, 1980, that in recent weeks, the 
closing of factories left an additional 7,000 workers with­
out jobs which, in addition to the 8,200 left unemployed by 
the closing of 20 enterprises in previous months, raises to 
15,200 the number of workers that lost their jobs in the 
manufacturing sector. This constitutes between 25 and 28 
per cent of the 1abo~ force employed in the manufacturing 
sector. Factory closings in February and March are expected 
to have raised this rate further. 

The employment situation in E1 Salvador is fur­
ther complicated by considerable variation in the seasonal 
demand for labor and the high degree of self-employment, 
especially in the informal service sector which is charac­
terized by low productivity. Agricultural employment is 

~/For details regarding the central government's fiscal 
situation, see Tables 3 and 4in Annex II. 

£IOn the basis of a sample survey undertaken by Gustavo 
Leiva's team working in the Social Progress Indicators 
in E1 Salvador 
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highly seasonal, with the period of lowest employment being 
between February and April. This seasonality affects 
nearly all workers in agriculture which make up about 40% of 
the labor force. 

In sum: it is estimated that 35 to 4~1o of the 
labor force is underemployed. Open unenployment may be con­
servatively estimated at at least 15%. Thus, at least 50% of 
the labor force may be considered as being either un- or under­
employed. As the security situation forces further depression 
of economic activity, the already grave unemployment situation 
will further worsen. 
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c. Agrarian Reform 

1. The Land Tenure Pattern and its Consequences. 

Land tenure has been the basic determinant of the 
dimensions for both growth and equity in the agricultural sector. 
The highly skewed distribution of land is apparent in Table 6, 
Annex II; according to the 1971 Agricultural Census there were 
less than 2,000 farms of 100 hectares or more which accounted 
for almost 40% of all agricultural lands. Land ownership patterns 
were even more concentrated. At the other end of the spectrum, 
almost 200,000 farms (over 70% of all farms) were less than 2 
hectares in size and cumulatively commanded only about 10% of all 
farm lands. The siz~ of the holdings pattern has been further ex­
acerbated by tenurial patterns; 45% of all farm units were operated 
without any form of proprietary rights. The vast majority of those 
with insecure usufruct rights were concentrated among the smallest 
farm units - those under 2 hectares (See Annex 11.7). Thus 56% 
of all farms under 2 hectares were operated by non-owners, and 
this percentage decreases rapidly as farm size increases so that 
only 6% of 10 to 20 hectare farms were operated by non-owners. 

Land utilization in EI Salvador is a direct function 
of the land tenure pattern. Land holding patterns are highly skewed 
with the best lands concentrated in the hands of large owners who 
account for most of the production of high value export commodities­
coffee, cotton, sugar cane and livestock/meat. Small farmers, rel-
egated to marginal agricultural lands, constitute the traditional 
sector producing about two-thiLds of the basic grains (corn, beans, 
sorghum and rice). Increasing population pressure coupled with 
this tenure pattern has resulted in shrinking farm size as small 
farms are further subdivided and pasture, forest and wood lands are 
steadily incorporated into basic grains production despite severe 
limitations of this land. (See Annex II, Tables 6 and 8 for details 
of these trends.) Deforestation, erosion and an advanCing state 
of environmental degradation have been the result. 

The land tenure and utilization patterns described 
above have resulted in a gross misallocation of resources in the 
agricultural sector. Land, the scarce resource, has been under­
utilized. while labor has been rendered redundant by national land 
use patterns. As shown by estimates of returns to labor for the 
landed and landless, poverty and income distribution have been ex­
acerbated by land holding patterns which have excluded 40% of the 
rural poor population from access to land in any form. Small owner­
operators' return to their labor averages at least twice as much 
as for landless laborers. 

Efficiency in the land use is inversely proportional 
to size of holdings. Small farmers cultivate virtually all their 
arable land and dedicate twice as much of their total farm lands 
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to crops as do large farmers. Large farms utilize their lands much 
less intensively, holding most of the country's pasture lands. 

The land tenure system has forced the smallest farmers 
to be highly dependent on off-farm employment as an important source 
of supplementary income. For farmers under two hectares it is es­
timated that 23% of the family farm labor force is employed off the 
farm. Under-utilization-of the rural labor force historically has 
averaged almost 50%. 

In summary, there is great potential to improve land 
utilization rates, production and employment through land reform. 

2. Agrarian Re~~rm Law: Decrees 153 and 154 

Decree 153, the Basic Law of Agrarian Reform, was pro­
claimed March 6, 1980. It provides for expropriation with compensa­
tion of all farm lands owned by individuals or legal entities in 
excess of established land holding ceilings. These ceilings are 
a function of the potential productivity of the land; 100 hectares 
of good agricultural lands or 150 hectares of poorer lands are the 
maximum size legal holdings that are allowed.1/ Owners affected by 
the reform have the right to retain land equivalent to the land 
holding ceiling alt.hough this right can not be exercised for one 
year, a measure intended to provide time to carry out this ~rocess 
in an orderly fashion. The retention right is subject to forfeiture 
should the owner seek to' subvert the agrarian reform law by damagin~ 
or decapitalizing land and other farm assets. 

Tenants, share-croppars, "colonosl'2~ paid workers or 
carnpesino land owners with insufficient land to-meet their basic 
needs constitute the universe of eligible beneficiaries. Preference 
is to be given to those who live on or near the affected farms or 
who have worked on them for at least one year. These beneficiaries 
are to jointly own, operate and work their newly acquired lands 
upon being organized into agricultural production cooperatives or 
.similar group farming entities. 

Revenue generated by these group farming ventures will 
be used to defray production costs, meet the costs of basic family 
needs and make land payments, in that order of priority. ISTA (The 
Salvadorean Institute of Agricultural Transformati~n) is charged 
with much of the responsibility for carrying out this land reform. 

~/ 

Standard US Soil Conservation Service soil type classifications 
are employed; 100 hectares of lands with class I-IV soils or 
150 hectares of lands with class V-VIII soils constitute the 
land holding ceiling. 
A traditional patron-client relationship in which the colono works 
on the landlord's property in exchange for the right to live on 
the hacienda and use a small piece of land - usually less than 
2 hectares, to produce basic foods. Cash payments may alsel be 
used to pay for services rendered. 
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Compensation to land owners surrendering land is to be 
made in cash and bonds. The largest land owners (500 hectares 
and above) are to receive all compensation in the form of long 
term bonds, whereas smaller owners are eligible to receive 25% of 
their compensation in cash. Property tax declarations for 1976 
and 1977 are to serve as the basis for establishing land values. 
Compensation for personal property will take the form of special 
5-year term bonds. Implementing regulations will govern the terms 
and conditions of three different types of bonds. Remuneration will 
be a function of historical land use and tenurial patterns. For fur­
ther details, see the English translation of the law appearing in 
Annex III. 

As a free standing implementing law, Decree 154 sets 
forth both the scope and mechanism for initiating this agrarian 
reform process in accordance with Decree 153. At this initial 
stage, only owners with lands in excess of 500 hectares are affected. 
Properties are to be intervened, inventoried and expropriated by MAG 
with the assistance of the Ministry of Defense. Decree 154 was pro­
claimed at the same time that the Basic Agrarian Reform Law was announcec 

3. Status of Implementation 

In announcing agrarian reform on March 6, the Junta 
Revolucionaria de Gobierno (JRG) explained that 244 landlords owning 
376 properties comprised of 224,000 hectares would be affecte( this 
year. This first stage includes only holdings in excess of 5 
hectares as specified in Decree 154. In the first 3 weeks of ..... le 
reform about half of the properties have been intervened and expro­
priated, equivalent to 150,000 hectaes. Thus about 10% of total 
farm lands have already been affected and this will reach 15% in 
the course of this first stage, according to the JRG. Private state­
ments by Government officials suggest that pragmatism will dictate 
the rate at which the reform is extended downward towards the land 
holding ceilings of 100 to 150 hectares. Ultimately half or more 
of all farms may well be absorbed into the "reformed sector". 

The demand for resources - financial, material and 
human - for implementing the reform is enormous and immediate. The 
GOES estimates that about 30% of the 224,000 hectares to be ex­
propriated this year will be dedicated to crops, excluding livesto~ .. 
and foresty. Credit requirements for this "reformed sector" are 
estimated to be $35,000,000. Fertilizer is an important component 
of this credit. The Agricultural Development BAnk (BFA) has ordered 
150,000 metric tons of fertilizer, about double its normal volume, 
in order to serve a greatly expanded clientele conSisting of the 
production cooperatives organized on the large expropriated~perties. 

Field and office staffs of CENTA (Agricultural Extension 
and Research Institution), various directorates of MAG and of course 
ISTA have been fully mobilized to carry out the initial phase of 
intervention, including the expropriation of land and subsquent 



- 17 -

organization of campesinos into cooperatives or quasi-cooperatives. 
Consequently there is almost no staff currently available to per­
form normal extension, planning and administrative fUnctions which 
are vitally needed to support both the reformed sector and tradi­
tional clientele. Although this situation will ease slightly as 
the process of expropriation is completed, staff and transportation 
facilities will continue to be ~tretched extr~mely thin. 

III. AGRARIAN REFORM SUPPORT ($3,250,000) 

A. Justification 

Implementation of a comprehensive agrarian reform program 
is going to be extremely expensive. Initial cost estimates for 
Phase I -- 224,000 hectares, or 15% of the country's total farm 
lands and roughly half of the total lands which may be intervened 
under the Agrarian Reform Law -- suggest that total costs are 
likely to exceed the Government's ability to mobilize domestic re­
sources. ThiS, of course, comes at a time when the GOES is already 
faCing serious economic problems, including growing balance of 
payment and fiscal deficits. External resources are therefore 
essential if Phase I of the Agrarian Reform Program is going to 
have any chance of success. 

External assistance is also required as quickly as possible. 
As stated earlier, the GOES has already intervened on nearly hal~ 
of the 376 fincas identified for take-over in Phase I. Now it must 
support these interventions, both in terms of Ministry of Agriculture 
ISTA, and CENTA extension and agrarian reform support services and 
Agriculture Development Bank (BFA) production credit and inputs. 
Credit funds are particularly crucial as they must be available in 
adequate amounts during April and May when basic grains planting 
begins. 

The timely provision of inputs and services and early 
success of the program are viewed as essential. As stated in a 
1976 AID-financed evaluation of small farmer organizations in 
Honduras: 1/ 

" agrarian reform requires a different timing of 
responses by AID than, say, the kind of institution 
building program involved in the BNF (National Develop­
ment Bank) small farmer credit program. With a BNF-type 
program the institution has considerable time to grow 
with AID support and assistance. It can even afford the 
luxury of having serious problems in its first years ..• 

1/ Judith Tendler, Inter-Country Evaluation of Small Farmer 
Organizations: Hounduras, Chapter V, pp. 58-59. 
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An agrarian reform project, in contrast, has to achieve 
highly in its first years, if it is to survive at all. 
Unlike a small farmer credit program, which has no up­
hill political battle to fight, it cannot build up its 
strength in an incremental fashion. It is more like a 
dam construction project which has to be finished before 
the rains come: if not, the rains will make it impos­
sible to work until the next season and will undermine 
the construction already in place. An agrarian reform, 
similarly, is vulnerable to the opposition that will 
mount inevitabley if it does not get things in place 
quickly enough." 

AID concurs in the need for immediate support to the 
Government's Agrarian Reform Program. Considering this need for 
speed, as well as the kind of logistical and credit support which 
is required at this time, the Mission has concluded that AID's 
non-project assistance mechanism is the most appropriate instrument 
to use. 

B. Program Description 

1. Mission's Agrarian Refor~r\ Support Strategy 

The Mission attaches the highest pr iori ty to supporting 
the agrarian reform. In pursuit of this objective it is the 
Mission's strategy to provide immediate and flexible support in 
areas essential to maintaini~g agricultural production and the 
efficacious implementation of the reform. There are several com­
ponents of our proposed agrarian reform support program, the most 
urgently critical of which is the assistance proposed herein. It 
is proposed to use $2,500,000 for logistic support to MAG-ISTA to 
facilitate implementation of the reform, $750,000 of agricultural 
production credit to capitalize the BFA for purposes of extending 
basic grains production credit to the reformed sector, and $~50,000 
for technical assistance directly related to planning, organizing 
and implementing the many facets of this refo~ and the Mission's 
broader FY 80 assistance program. Closely related to this package 
is $3,000,000 worth of PL-480, Title I assistance the Mission has 
requested. Wheat imported with this assistance would conserve 
critically short foreign exchange, and local currency senerated by 
the sale of the commodity to local millers at the time of import 
will further capitalize the BFA, providing it with desperately 
needed funds. An OPG to AIFLD will be used to support UCS (Union 
Communal Salvadorena) agrarian reform activities. A $1.4 Develop­
ment Policy and Reform Grant Project now under preparation proposes 
assistance in the formulation of agricultural policy, an area of 
priority concern in the longer run, but which must be initiated 
early on if results are to be realized in the foreseeable future. 
The Marginal Community Improvement Project contains an Agrarian 
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Reform Support Activity intended to assist in meeting community 
service needs of agrarian reform beneficiaries. A more com­
prehen~lve assistance p~r.kage will be designed in the next couple 
of months to pick up where the "emergency" assistance projects 
leave off -- longer term, more comprehensive assistance in the 
form of a $15 to $~~O million development loan. 

2. Utilization of Program Assistance Counterpart Funds 

a. Logistical Surport $2,500,000 

Personnel, transportation and equipment require­
ments of the public sector to carry out the initial phases of the 
reform far exceed available resources. Additional personnel must 
be recruited to assist in organizing campesino beneficiaries into 
cooperative-like entities, acquaint them with their rights and 
responsibilities as participating members and facilita~e their 
ar.~e~~ to services and inputs essential to the proper functioning 
of these production units. The cost of hiring agricultural exten­
sion technicians, managers and administrators to fill high pri­
ority personnel gaps will also be financed. Transportation, 

operating and mainten­
ance costs of the fleet of vehicles being used to intervene the 
affected properties and support the newly organized campesino 
groups will be partially financed with this assistance. The AID 
assistance >vill cover approximately one third of the expected 
logistical costs over the next year. It is ex~ected th~t half of 
the counterpart generated from the program asslstance ~111 be 
used for personnel, and the other half for tran3portatlon and 
operating costs. 

b. Production Credit $750,000 

The public sector's responsibility in providing 
agricultural production credit has greatly expanded with the ex­
propriation of 224,000 hectares of lands that are estimated will 
be affected this first year of tne reform. Some 66,000 hectares 
or about 30 percent will be dedicated to crops broken down as 
follows: 

CROPS AREA 
(Has. ) 

Basic Grains ••••••• 26,200 
Export Crops •.••.•• 24,000 
Agro Industrial Crops 6,300 
Fruits and Foresty ••• ~. ____ .~9~,~8~0~0 

66,300 

% OF TOTAL 
CROPPED AREAS 

40 
36 

9 
15 

100 
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USAID has been asked to provide assistance in 
financing production costs of 15,000 hectares of basic grains 
and the BFA intends to finance the balance in the reformed sector 
with resources already available to it. The $750,000 of funds 
proposed for production credit will be channeled by the BFA to 
the new production coops. This will r~ an initial installment 
in meeting the financing requirements for these 15,000 hectares 
of basic grains. The balance will be met with the local currency 
generated by a $3,000,000 PL-480 Title I program. The GOES 
estimates total financing requirements for the 15,000 hectares 
of basic grains at $3,600,000. 

C. Implementation Arrangements 

1. Financial and Administrative Procedures 

The program has been designed as a resource 
transfer to sup~ort the Government of EI Salvador's initial efforts 
to implement its Agrarian Reform Program. The first step will be 
signature of a $3.25 million Grant Agreement which specifies the 
institutions to be supported, the allocation of funds to ea~h of 
these institutions, the kinds of budgetary support expenditures 
authorized for AID financing, and disbursement procedures. (See 
Ann~x IV for draft Grant Agreement) . 

After considering the various alternatives 
ior program/non-project assistance -- i.e., Commodity Import 
Program, Cash Transfer, or PL 480 Title I -- the Mission determined 
that Cash Transfer procedures would be most appropriate. There 
were two major reasons for this decision. The first and most 
important was timing: the government needs financial support now. 
It L.oes not hC'.ve experience in managing a Cormnodity Import Program, 
and to install the required personnel and procedures would take 
months at the very least. Similarly, although the Mission and 
Government are making initial plans for a PL 480 Title I program, 
it is not advanced far enough to ensure the financial support which 
is required during the immediate future. Secondly, the GOES is 
facing an increasingly serious foreign exchange constraint which, 
as explained in Section II.B, is rapidly approaching crj~is pro-
portions .. Th: latest unofficial estimates show pescrVC3 falling 
to $5-10 m~ll~on as of 3/15/80, although increasin 6 slightly to 
$10-20 million on 3/21/80. In combination, these tHO factors 
argue strongly for use of AID's Cash Transfer orocedures. The 
entire $3.25 million will be disbursed by AID in u.s. dollars 
upon- submission of theappropriate--dcrcumentation- by--ct1e- GOES-;---Arl""­
AID funds will be disbursed directly to a GOES account in the 
United States. 
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Within two weeks from the date of 
notification that AID disbursement of funds to the u.s. dollar 
account has been made, the GOES will deposit an equivalent 
local currency amount, into two special agrarian reform accountQ 
-- one for logistic support (MAG-ISTA) and one for production 
credit (BFA). The Grant 
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Agreement will include a provision allowing for the transfer of funds from 
one special account to another, provided that the cumulative transfers 
do not exceed $1 million. 

As soon as possible followlng signature of the Grant 
Agreement, preferably at the same time that the GOES deposits the required 
local currency into the two special Agrarian Reform Support accounts, the 
USAID Mission will sign an Activity Agreement with the Ministry of Agri­
culture to cover the MAG-ISTA logistical support activities and the BFA 
production credit activities. 

This Activity Agreement will go into greater detail 
than the Grant Agreement concerning activities which can be financed with 
the $3.25 million of AID grant funds. It will also specify the activity 
completion dates and any special conditions precedent to disbursement 
from the special local currency accounts. The following Conditions Pre­
cedent for the disbursement of local currency will be included: 

implementati( 
of funds. 

a. Logistic Support for MAG-ISTA: 

a plan for the use of funds for logistic support, 
including a listing and description of the acti­
vities to be financed, COS! estimates for indivi­
dual elements, schedule for expenditures, and in­
dication of organizational responsibilities. 

a statement on the adequacy of the internal finan­
cial controls established to ensure that Grant 
Funds are used only to finan~e eligible sub-acti· 
vities; and 

b. Production Credit for BFA: 

a statement confirming that the Central Bank 
has established a $3 million line of credit 
for basic grains lending to new agrarian reform­
farming units by the BFA; and 

a statement on the adequacy of the internal 
financial controls established to ensure that 
Grant Funds are used principally to finance 
basic grains production credit. 

After receipt of these statements, AID will issue 
~rs approving the above and authorizing the disbursement 

2. AID Monitoring 

The GOES will follow accepted accounting principles 
and keep Qooks and records adequate to show 1 
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and use of all goods and services financed under each Activity. 
These books and records will be audited regularly and maintained 
fo~ at least three years after the date of last disbursement from 
each special account. AID will have access to these books ~nd 
records in order to determine the utilization of all goods and 
services financed under the Grant. 

In additian, AID will request the GOES to 
forward to AID on a quarterlj basis a statement of expenditures 
and activities finan,ced during the previous quarter. 

IV. TECHNICAL ASSISTANCE SUPPORT 

A. Justification 

As stated in Section II.A above, the Government has 
embarked on a series of major reforms since October 15, 1979. 
Implementation of these, particularly agrarian reform, is seriously 
taxing the country's administrative capabilities. Recognizing 
this, the GOES has requested substantial technical assistance 
from the U.S. and other sources. Some of these needs will be met 
through an FY 80 Development Policy and Reform Project which the 
Mission expects to authorize in April 1980. That project will 
not, however, meet the urgent need for two special kinds of tech­
nical assistance: i.e., in agrarian reform and in implementing 
the Government's emergency program to reactivate the economy, 
generate new employment, and provide improved basic services to 
the poor. Therefore, the Mission is proposing this Technical 
Assistance Support Project to meet these special GOES needs. 

B. Project Activities 

The project will finance both agrarian reform and broader 
program implementation technical assistance requirements. 

1. Agrarian Reform Technical Assistance 

The government has requested $300,000 of technical 
assistance in this category. The most urgent requirements which 
have already been identified total $190,700. These requirements 
are broken down as follows: 

a. Specialist in Mass Communication -- to assist 
the GOES in preparing announcements and training 
materials relating to implementation of the 
Agrarian Reform Law. 

b. Two specialists in AgraJ~ian Law -- to assist in 
a study of the Special Law for Agrarian Reform 
and the need for possible modification of other 
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l~ws, including the Basic Law for Agrarian 
~ !form, in El Salvador. These specialists 
will also assist in the development of documen­
tation relating to the agrarian tribunal and the 
training of personnel. 

c. Specialist in Institutional Organization -- to 
assist in a study of ISTA's role in the Agrarian 
Reform Program: to initiate plans for the decen­
tralization of ISTA's functions; and to develop 
mechanisms for coordinating public sector ins­
titutional support of agrarian reform. 

d. Specialist in Agrarian Reform Planning -- to 
assist in the planning of subsequent phases of 
the Agrarian Reform Program. 

e. Specialist in Agrarian Reform Implementation -­
to assist in the institutional reorganization 
of the agricultural sector to improve its support 
of agrarian reform. 

f. Two specialists in Campesino Organization -- to 
assist in developing mechanisms for campesino 
organization, includinJ the establishment of 
cooperatives. 

g Two specialists in Campesino Training -- to assist 
in the creation of training center (s), the de­
velopment of training curriculum, and the training 
of personnel for these centers. 

h. Three specialists in the Administration of Campe­
sino Enterprises -- to assist in the organizational 
design of farms, especially for those campesinos 
who become owners of coffee, cotton, and sugar 
cane plantations: to asist in the development of 
administrative procedures for agro-industries; 
and to train campesinos in the management of 
these enterprises. 

i. Specialist in Project Formulation -- to assist 
the GOES in preparing project proposals relating 
to agrarian reform to the major international 
financial institutions. 

j. Two specialism in Agricultural Production -- to 
assist in the development of agricultural produc­
tion plans relating to those crops which are of 

greatest significance on intervened agricultural 
lands. 
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The GOES has requested that these sixteen persons 
be made available immediately for an average of two months per 
person. At an average cost of $4,560 per person month plus trans­
portation and institutional overhead costs, the 32 person months 
of technical assistance will cost $190,700. IICA has already 
agreed to provide the necessary services and has arranged for a 
group of highly qualified Latin American experts to come to El 
Salvador. AID concurs in the selection of these experts and in 
the importance of using Latin American specialis~who have on-the­
ground experip.nce in implementing agrarian reform programs. In 
order to meet the GOES's urgent needs for technical assistance, 
IICA has already secured the services of several speCialists who 
began work during the last week of March 1980. The Mission concurs 
in the selection of each of these speCialists, and therefore re­
commends that it be authorized to reimburse the GOES for eligible 
expenditures incurred under the IICA contract as of March 27, 1980. 

Beyond these services provided by IICA, the GOES 
and AID have tentatively identified approximately 10 person months 
of technical assistance reqUirements which will come primarily 
from u.S. sources. These short-term consultants will be needed 
in such areas as agrarian reform planning, agricultural credit 
and finance, agricultural economics, cooperative development, 
crop diversification, and agricultural export management. Using 
average per person month costs of $8,000, these short-term tech­
nical assistance requirements will total $80,000 over the next 
12 to 18 months. 

In addition, AID and the GOES are exploring the 
feasibility of finanCing a seminar in summer 1980 which would 
bring together experts from throughout Latin America to discuss 
their experiences with agrarian reform and to transfer some of 
this valuable experience to EI Salvador. It is estimated that 
such a 5-day seminar would cost $29,300. 

In summary, the Mission is planning to allocate 
$300,000 for technical assistance support to the Agrarian Reform 
Program: $190,700 for immediate short-term reqUirements, $80,000 
for longer-term consultancy requirements, and $29,300 for a region­
wide agrarian reform seminar. 

2. Implemeation Support 

The GOES and AID have entered into a greatly expanded 
Economic Assistance Program in FY 80. This program, plus other 
GOES activities in its emergency program to reactivate the economy 
and increase public services, are seriously taxing the Government's 
administrative capabilities. In order to respond to this growing 
problem, AID and the GOES have decided to allocate $450,000 for 
special technical and administrative assistance. 
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These preliminarily identified requirements are as 

a. Urban Works Specialist -- to assist the GOES and 
AID in monitoring implementation of the Public 
Sector Employment and Marginal Community Improve­
ment projects. This will include on-the ground 
monitoring of physical construction, as well 
as assistance to the various GOES implementing 
agencies in project implementation. 

b. Low Cost Housing Specialist -- to assist the 
GOES and AID in monitoring housing finance, cons­
truction, and horne improvement activities in the 
Marginal Community Improvement Project. This 
will include assistance in procurement, reporting, 
evaluation and institutional coordination, as 
well as monitoring of overall project implementa­
tion and site visits to the housing sub-projects. 

c. Agricultural Specialist -- to assist the GOES and 
AID in monitoring implementation of agrarian 
reform -- as financed under this Agrarian Reform 
Support Program and the Marginal Community Improve­
ment Project. This will include site visits, and 
assistance to the major implementing agencies -­
MAG, ISTA, and BFA -- in ccordinating their inputs 
and in ensuring that these services are provided 
on a timely basis. 

d. Agricultural Economlst -- to assist the GOES and 
AID in analyzing the economic ramifications of 
agrarian reform, and in developing a system through 
which costs and benefits can be evaluated over time. 
This will include site visits and work within the 
major implementing agencies, as well as assistance 
to AID and the GOES in developing future agricul-
tural and agrarian reform projects. '/" 

e. Procurement/Logistics Specialist -- to assist the 
GOES and AID in developing procurement and logistiCS 
management systems for all of the projects in the 
expanded AID program to EI Salvador. This will 
include training of Salvadorans in the utilization 
of AID procurement regulations, as well as assist­
ance in the preparation and review of bids and 
the preparation of final contracts and documentation. 

f. Media/Mass Communications Specialist -- to assist 
the GOES and AID in developing the informational 
systems which are required for implementation of 
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the expanded AID program to EI Salvador. This 
will include the development of systems to assure 
adequate publicity concerning employment opportu­
nities under the Public Employment and Marginal 
Community Improvement projects, as well as 
essential information related to the PL-480 
Title II, small producer credit, and health out­
reach programs. 

It is expected that each of these specialists will be 
a Salvadoran or locally, b-fred resident third-country national. 
Each will be contracted on a two-year basis, at an average cost of 
$25,09 0 ~er ¥ear for a,total requirement of $300,000. In addition, 
~the M1ss10n 1S request1~g a reserve technical assistance support 
fund of $150,000 for wh1ch specific uses will be identified 
durinA-!h~_ne~i: two months..~.This $150,000 will also GerVe as 
a contingency fund to cover any increases in the estimated unit TA 
costs. This is particularly importanL to the extent that non­
Salvadoran or third country experts are available and the Mission 
has to look to u.S. sources. 

c. Implementation Arrangements 

AID will sign a separate Grant Agreement covering this 
$750,000 Technical Assistance Support Project with the Ministry 
of Planning and Ministry of Agriculture. Any technical assist­
ance to be financed under the grant which is not specified in the 
Grant Agreement will be covered in subsequer.t implementation 
letters signed by the GOES and AID. 

The proposed $190,700 short-term technical assistance 
contract and all other planned TA for agrarian reform support will 
be signed and negotiated by the host countLY. However, in order 
to expedite contracting and to ensure the timely availability of 
all antiCipated implemen'tatjon support technical assistance, the 
Mission expects to cont~'act directly with the individuals concerned 
or preferably with a local consulting firm which will provide all 
of the needed services. In each of these cases, there will be an 
exchange of letter with the Government to ensure agreement on the 
contractor and scope of work. To the extent that u.S. contractors 
are required, preference will be given to Section 8 (A) firms. 



tm-pRlJECI' STATUroRY CHECKLIST 
($3,250.000) 

lA(l) - CO:J:In.Y Ci!ECKlIST 

A. GEr!EIIAL C!HURIA FeR cot.::mrr 

1. FAr S~_~. IIclS it lJeen deterMined 
that lh~ 9(j'lcrr~_(!nt of recipient cO>Jotry 
has failej to ·~~c edequJte stc~s to 
prevent r:3I'cr.tics drUQS ~r,d otr.l!t- con­
trolled subst~nces (as defined by the 
Compreit('ns he Drug f\l;u~,e Prevent ion cnd 
Control f.ct of 1970) r:'rcd'~ccd or ::11"0-
cess(;d, in \-!I,ole or in p."rt, in such 
country. or t r<J ~s ;:ort cd tii:"oli~ h such 
country. fro~ b2ing sold illcS~llj 
within the jurisdieticn of such country 
to U.S, Governr:Cilt p.:rso"ncl or Ul(:ir \ 
dependents, or frc:1I entering the U.S. 
un I al·:fu 11 y? 

2. f..!:A Se~..:. G2()(:?.L. Tf assistance is to a 
govern~cnt. ~~s t~e Secrr:ary of St~te 
detEI',~iir,c:.d tnH it is r,ot cuotroll.:d by 
the -j IlLe:r/lill i 0031 CL\~~lam i s t I,iover;;en t? 
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No 

Yes 

3. f.t:~.J~£: (i2C ~l- I f as:; i s tar,ce is to cl 
g(lverll'~,r:l!l, is th!? QO';crn:;;"nt: li,1ble 3S 

de::ltOl' or uncor.di t i0:1,11 c::;~rc:1tor on t1rlY 
deht to a U.S. cj~i~0n f;r S00~5 or 
serviCi:S fLJi"r:i~f.,ej 0:' or:~crc:d ' .. r~~rQ (a) 
such citizer. i l (1s cxh~tl~tc:; uv~)ll1~l1e 
leg!:l r(:;;',,:dic's ilnd (1:) cd,~ l~ n0'. 
denied or crliltested u, such govcrr.r.1cnt? 

There is no evidence of allY such debt 
owed to a U.S. citizen. 

4. FAA Sec. _~~(:).ill. If i!SSi~tilliCr. is 
to a ~]O':er"·;.l:lIt, h,~s it (inclt:din9 
govern~en: ~s(:ncies or SUbdivisions) 
taken allY ilction .... hich h<3s th(! effect 
of nationJlizinq. er.1ro~riJtin9, or 
otherwi!:.l.: seizir.q o',:I,ershi;l or control 
of propert, of U.S. cjtizc~~ or e~titi~s 
ber.efic~ill1y c..~·I!",C'j t.; trl(::i ';litl.-),;: tilking 
steps to disc.i:Jrse it, 0hl is~tjons 
to',~drd such citizens or e:ltltics? 

5. FM Sf'C. C?'~W.!s..?-!-~c.~_l.@.. Is 
rccipic'nt coJ·~nt,.) J \..c·~;·:~,nl~: c(;ur:tr'Y? 
Will as~istJnc~ h~ ~r~Vl~~d :0 the 
DCo.locr.ll ic r."I':d.Jl ic ,l( '.':.'rnJ::1 (::':lI'th 
Vieln~,;;), SoutH Vict~~:a. Cd::I!.Jodi.:, 01' 
Laos? 

No 

No 
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6. FAA Sec. 62~lLL' Is recipicnt country in 
any WJY jnvolv~d fn (a) subversion of, or 
mfl 'tary aggrcssion a~Jlnst, the United 
States or dny country rcccivin~ U.S. 
as~ist~nce, or (~) the pl~nnlng of such 
subversion or aggression? 

7. ~A Sec. 620J)J. IIJ s tl~e cOlin try pcr­
mlttca, or falled to t~kc a~pquatc 
mcasur~s to prevent, t~e ~~~age or 
dcstructio,. by ",ob Jctlon"of U.S. 
propcr~7 

8. FA.A Sec, 620(1). If the, country has 
fa i I ed--U;-fnstTtutc th:! I n\'c~ t"-en t 
guaranty progr~~ for the sp:!:ific risks 
of cxproprlation, inconvertl~lllty or 
confiscation, hJS the hID A~~inlstrator 
within the past year con~i~ercd denying 
assistance to such govern~2nt for this 
rCCl!:on? 

9. FfJ, S~c. ~:?r)(o); Fi~hem'?~s.-!!ot~~_tive 
/Ict, S.'c, 5, If cuuntry hjS sei?cJ, or 
i!::posed ani pcn~lty or sJroction against, 
any U,S. fishing activities in 
internJticnal waters, 

10, 

11. 

a. has "ny cleduction rCC]lIircri by 
Fishcrn'en' ~ Protective Act been r.~ad2? 

, 

b. has c07~lctc denial of assis~ance 
been considered by AID Ad~inistrator? 

Fr~A Sec, 6,,-;1~); r~QO, S~r:, 5C~, (a) Is 
tnC' recipil~';lt~:rj' rn-2~("~Jlt on 
interest or ;Jrincip21 of <.~,'/ fdD 10ilil to 
U, ~ country? (b) Is countr" I:'or~ than 
one ye~r in dQfJult on int~r~st or 
prin:::ltJal 011 U,S, loar, r;h~l!Q ~UI'~'J,lnt to 
prograrn fnr ~~ic~ funds a~~ro~rjated u~dcr 
f,pprop. Act, uill~s3 ~~~t IIJS eMlier 
disputed. or a~propriate ~tC?S taken to 
cure default? 

Ff.A Sec, ri?9J...u. \';ha t [lC'rccnt,H]C of 
cuuntr.:; l.;.d';2t is fOl' rni 1 it,ll':" e:(pendi­
tures? l!o'oI '"'Jch of forc:i<,Jn c(ch,)nr;~ 
resource:; spcnt on militJr/ er,'Ji,-r'cnt? 
How much s~~~t for the purchase of 
sophi:;ticoHd 'o'I0,~J10r.S ~y~tC"',~? (Con!;icp.ra­
tfon of these r~ints is t~ t~ co~rdinJted 
~ti th th~ U~,reJu for Pronr"Cl "nd Po 1 icy 
Coordinat ic,n, P.Q'1 iul1J 1 i:":.J'·,lit"~ ~ors and 
Military ~s$ist~~ce St~ff (PrC/KC).) 

,"ofro-

No 

No 

El Salvador has instituted the Investment 
~uaranty program. 

El Salvador has not seized, or imposed any 
penalty or sanction against any U.S. 
fishing activities in internatior.al "/aters. 

No 

Approximately 9% of the 1978 Central 
Government budget "las for defense and 
public security expenditures. Looking only 
at defense, the percentage drops to 6~. The 
Government has not made siqnificant 
foreign exchange expenditures fur defense. 
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A. 

12. 

13. 

14. 

Hi. 

18. 

19, 

FAA Sc.c. (,2Q.ltl. lias tht! country 
severed diplo~Jtic relation3 with the 
United St~lcs? If so. have they ~c:en 
resumed and have new bil~tcral assist­
ance u~ree~ents ~een negotiat~d Jr.d 
entered 1nto since such re$~~ption? 

FAA Sec-" • .!?Q.(~. ~:hut is tr,e PJy:;1cnt 
status of tll'~ cn:mtry's U.~l. obI ig3tions? 
If the country is in ~rre~rs. were ~uch 
arrcar~0es tJken into Jcccunt by the AID 
I.dl.1inistratbr in c!2lcl'i:linir;q thc current 
AID Opcraticnal Yc~r Gudget? 

FAA §~C. 6?nA. lI~s th~ country grantee 
saIU:(u~I~(ro~ prosecution to any indivi­
dual (,r gro~lp I/;,ich Ms cO::::litted an dct 
of intcrn~tional terrorism? 

FM s~c. 659. If (a) r.d 1 itary base is 
located in r~cipicnt cCJl1!1try. and HilS 
constructed or is bei~~ ~c1~ntair.2J or 
operated with fun~s fu~ni$he1 by t~e 
United States. and (l) U,S. per~onn~l 
carry out military o"~rations iron such 
beisc. h~s th!:' President r.e:erir.ine(! U\at' 
tho:? govcrr.:,\cnt of r2:i;.Jiellt c,)u~try h~.:; 

authorized rec;ul"r ac·~ss to U.S. 
correspondent~ to such Lase? 

16. F~A Sec. 6~5. Dues the country ob~ect, on 
basis of r~ce, rc1lSicG, nJtional origin or 
sex, to the presence of any officer or crnployee 
of the U.S. th~re to carry out economic 
deyelop~ent program under Fr~? 

FMI ~:'c, f,r,9. Has lhl' CD'Jntl"l del ivr.red 
ol'reciE:;rn:.J:1cctr n,:~r:,r~~sir'lJ or 
enrich::nt e~lli':;1,?;,t. ~J.tcriill$ or 
tcchllolc~y I \"j tl,OUt sp.::ci fied .:lrrM,ge~ent~ 
00 safeguards, etc.? 

F/.A Src._ (;7Q.. IiJS H,e co:.:nt.ry dei ivered 
or rt';(;i'le:J '~lIclenr rc~rcc~ssinr.. 
equi ,J,;1l!nl, r.!,lteri.1] CJr tc::hr,olcsy? Is 
thE.' coulllrj r,ot iI "nuc]~ilr·\I·:c1POIl st~tc" 
as defined in hrciclc IX(J) of t~e ~uclcar 
Non-rroliferalicn Tr~!ty ilnd on ~hich 
detonates a nuclear ~xpl05ive device? 

flo} .. $('.C;. ~Ql, Ha~ th~ country c!:'nied 
ftS'Cit~=cns lhe riIJilt or o;!portl<llity 
to emi src.te? 

, • Eoonanic SUPfOrt Fund Country 
Criteria 

a, f/·/\ Sf'c. ~2Z:'j. !:.:lS the DC::;:,1r':;cnt of 
Stt1tc~::1:j'e-'ln1'(1;1S hni.:n ind,icJt~ that 
tJ:c counll':1 h..;~ L"\:j.1"'CJ in iI cens i ~tcnt 
pattern of sr~~s ;iol~~iuns ~f 
1nlc'rn~ticl1,11]y r:.:·:(\')r.i~i·j r''''C~Jn rir;hts7 
If ~Ol is pro'Jr,~n 111 ,iccorc!":llcr. ~Ii th 
polley of this S~ctlon? 

3 of 10 

No 

To the b~st of our knowiedge~ the GOES 
is not in arrears 

No 

N/A' 

No 

No 

No 

No 

No 



BI 
b. FM ~t'c. 531. Is the flr,~fHdn:e to be 
furnTsh·l~;J-to-;,-(r!,~nJiy country, orgiln!za­
ticn, or hody eligible to receive 
asS1stclncc7 

c. FM 50C. f.()lJ. If co~.::-,otjltfes (,re to 
be gr.iiiTc~1 so-tt1.Jt s:lle proceeds \llll 
accrue to ~r.c rcclpicnt COUIl~I"Y, have 
Speci.) 1 flccolJnt (co~lllterpart.) arrangements 
been made? 

2. Oevc1(\r~\cnt I\ssistanc(' Country Criteria 

a., F'~....:c;.£E ... _l Of' (c \_!....\..:U.. 1I·l'te criteri a 
been established, cl~d td~en into ~c:ount. 
to ilSSCSS cOI:loi t;:-.cnt .:!nd prosrcss of 
countr.I' in ef(('ctlvelj' irl'l.:.bing the poor 
in develor.~!.:!1t, on 'slIch in(je;.;~s nS: 
(1) small-fnrr1 Ja~or in~en~i\'e agricul~urc, 
(2).'edtlccd inrclnt r,ortaJ ity, (3) p'Jp'Jla­
tiol! ~il'O',/tlt, (4) cquill i ty of ir:ce",~ 
distribution, and (5) une~pJo~ncnt. 

b, F'M\ Sec. 115. 'flill cO:Jntry be 
furni$/lt'J-,-ill su,~:~ fisc"l j"~ar, eitr.cr 
security 5l1r~)ol·tillg ussist.3r.ce, or l~ir.dlc 
East peace fllnds? If 50, has th~ Con~ress 
specificJlly autr.ori:ed such fu~ds, cr 
is assistJnce for [lopulHion [)r0r;rar.1S, 
humJnituian aid thrclish ir,tcrnational 
organiz~tio~s. or rcgiollJl prugra~s? 

c. F'M\ Sec. 116. Cun it ~e d~I~.(jnstratcd 
thatCoilC;?-:'-;JfilEC"j a~$istar.cc \fil1 cire:ctly 
bcnefi t ti1~ r,f'],:dj'? If r.ot, has :hc DcpJrt-
mcnt of Stde r.~'Jc fil:::!in':» \::lich ir.'.Jicatc 
that this ~ov0r~~cn: hJS e~0a~ed in a 
consist,'llt p.1 ';tern of '7rr)sS vlc1Jt:cns of 
1ntern~tiQnJlly rc:09nizcd huo.an riahts? 

4 of 10 

Yes 

N/A 

N/A 

IIOtlPROJECT ASSISTM!Cc CHEC~~LIST 

(a) Dcs~ribe hew Co~:iltecs on A~~ropri~ 
tions of S(;nJte .:nd iiC"J~C havc b~e;) or 
will b~ r.otified conccrnin0 tnc r.~nproj( 
ass i s t cll~CC; 

(b) is assist~nc~ ~ithin (Opcl"iltional 
Yeilr rl;~:ictl C('I'!,;:''', ul' intC:'I~clti('n~l 
o rg <1! Ii:: J ~ jon .) 1 1.:'. ': ~ t 1., n r (' po 1": c J :. 0 the 
CellSI'r,:;s (or no. r:Jl"p. lI,an 51 r.ii 11 iOI1 
over Cn t t; sun !: I','~ l():. ).? • 

1. 

(a) An Advice of Program ~hanqe 
notifying the Congress of the 
addition of $5 million Qf Econ. 
Support Funds res been sent to the: 
Congress. 

(b) Yes, it is within OYB submitted to 
Or~B. 

http:assista.ce


2. FfI~_~~£ .. :_J:,!,U.aJill.. If further lNJis­
laLh'c .'\Ctio:! i. rccpircd 'Iithin n;ci~icnt 
country. ~:hJt is [",l::.i: {or r(:)~.vnut:ie 
c,.(~·CClcltior. thot ~UCli Jet ion ~lii 1 be 
completed in t Imc to ~',:'';',it ord~'riy 
acco::pll S',11~.1t oj p'Jrpo:c of tr.~ 
a:;slsti:nce? 

J. FIu'\ Sr,,::, 2r,t).'61~, Is asslHance ~orc 
cfflc1c:ntfy ~nG effe.::.i'/e1y ~j'lr:n tr.rough 
regionell 01" ~'u1tililt(::",~1 '1"'1~,r.iz.::tions? 
If so :!)j' is ~ssi:;t"r,:e n~t'50 c)i\'c:1? 
Info''I',Jtion n:10 cCIl-:lusion \'.hr.'~::rr :1s~i!;t­
ilntC~Ii11 encOIJr'I~~ l"~<Jion.ll (e'vclo;:~:cnt 
progn~s. !f'assistc~r.c.e is for r.;:',:l'{ 
indcp2J'odcnt country, is iL f:.Jrni~hej' 
throuClh Ir.ultibtcor,ll ol'-:iniz,1tiorts or' in 
accol"C~.1n(,e \·:ILh r.u1~i1.~':l:rJl jli~ns to 
the mi1xl~um extent approDrlatc? 

4. rM Sec. Grill'l): (3n:: S"C, ?1")1((\ f')r 
dr.VC'~(;, ~'::;-:f,'~ -r; ''?i7')- -j' 'r' ,";:--,-,,-'-.:-'....0...-'-0" ::-1' j-,,_'_._.-!_:-,: .. __ . :.'_"!... ..\/ •. 1. ..... 'I ..... 

concll,;~iCJlis ~;r.'::'[IC'I" Js~i!',tGnce \,:111 
cncour~~c efforts of t~~ c~~n:rv to: 
(a) ir:rc,ls(I tr;c f~O·.i or in:er;:~~ ~\.nal·· 
trade; (b) r05t~r nriv~~c Iniliati~~ 
and CO;J'pctitlCf'.; (e) i'r:cc,:!r,v;'l c;:vcicp­
mcnt anc lI~C of coc,.,':r.1:,~vC~. errdi~ 
unions, ?~'(J ~d\'ir,~~ M.d 1(1,'::1 assc".:i.~~icns; 
(d) ~i~':J:JI'~(.ll! r::nlwcl\~t;r. ;J.r(\ctl~0S; 
(e) l:~jlr"':c tc:';n1cJl cffi<:1C'rC",' c.f 
1ndt1~try. l"!~riC:.Jl~,n·r.,~·\j cc:-':;~rcc; ilr:d 
(f) ~trcl\~~/Jcn fr~c lu~::r unlOW;, 

.5. F",\ SC(, U'1(J). Infol'l~Hi()n ,1nj con-
cl:i'5ICr,--zr.-:-:-r,-:;::-'('Sjisr,~ncl.: \'Ii 11 cnC()'JI"Jr;C 
U,S. ?riv,~:c: tr;,\(jr d~'.J In'I('~lr.c:,t ~lJr()JcI 
~nd er.r.C'~rcr;·! o1"intc u.s. ~.)rtici;:-,Jtic,~ 
in forciSll c~~i5t.lnec ;:.ro~r~:';~ (inclll~ing 
USc of rr·I\·~t() tr~::!e Cfl.l"lr.cl:; ;,r.d tlie 
services of U.S" privc:c cntcr~rlse). 

G. fP\_~<;r...:.-.0_l?~£,~.!)_r,(J:J, DC'~crib(! 
s:'~;Js t:·".c.I!l :0 a~~·lJr~ tr.u t I to th~ . 
maxir.lu;:] c;'.t~rlt n05~ii)lc, tl:C' c',Jntr, is 
contribtir.q 10(.11 c~rrc::'cic:; 1.0 r;:·~·~t 
the cost o( cl'nr.·r:ic~~.li ,"n·';! o:!,~r '-::r'·:ices, 
and rorcien cUl'r0nei;~:; o· .. n..:--i I:; :11.; Cr,;tcd 
Stutes til·~ 'uti I il(d :'0 ;:c::L U".r. C.?st or 
contrJctuJ1 an'j oth~r ~l'uicc:s, 

7. E!:A Sf'~,c..:...._GJ.2.lr.J. Do'~s tI .. :! Unitc·rj Statcs 
'0' .. ,11 excess forei'j:1 curr!:~:Ci' ~.~i, i f~c. 
what crrJngc~~:1t~ helve b~~n ~~dc for its 
relcJ~e? 

~'furtller legislation is required. 

NJ;., it is ncre l.~fficient1y and effect­
ively given through bilateral charmels. 

The assistance will support GOES 
efforts to redistribute land holdings 
ncre equitably. It will encourage the 
deve10ptent of cooperatives am 
discourage rronopJlistic practices. In 
addition it will ccrrp1erent a $1 millie 
Operational Program Grant to AIFI.D to 
strengthen free agrarian unions am co­
operatives. 

The project will strer,gthen'the econorr 
and increase incanes of the J:XlOr. As 
such, in the long-term it will provide 
new opportunities for private U.S. 
participation. 

In order to rreet the smrt-tenn 
objectives of this program a significant 
am:runt of U. S. dolla+s will be used to 
generate local currency. The GOES will 
.fina!lGe, the vast najority of the local 
~!;l1gy ~sts of its Agrarran- Reform 
Project. 



a. FU~:DJ::r. CRI HRIJ\ Fn:~ !:O·;?~Q·)tCT ASS 15T/,::C£ - ' 

1. 

2. 

r;"nnr:'l ; L etC r it "r I., for Econ::r'oic 
SuPoort Fund -

a. FA" Sc~~3l. I~cw ~:il1 thi. i'.S~i!:.t'lI1CC 
SUP;lul'~ p!"'(,::-·:Hc ccun".~jc '),. ilQI it ie.,l 
stzbilily? 

!!9~o.l(:::t CrL<:>ria for Dc\'elQI!'~ 
A~sis:;,:;cr.' 

a. ~M~ Sec ~ __ H12J.sl; :. .... (:~lJ..:.. ~ 2R1l.... 
Extellt to ~:"ich Jctiv:cy 1:111 n I cU(.'c­
ti~cly i~~ol~~ the poor in da1elo~~e~~. ~ 
extcnrjill,] ~r.cc~', to L'C0r,::~,y oH lec,11 le'(~ 
inerC,1sir.:; l;l::or-ir.tel1';i'/c f1l'01uction. 
spreadinQ invcst~~~t o~t f"om citic!:. to 
sr.all to\':"'~ (~nd flll'Jl al'':;J~; c1n:j (2) heir 
dcyclo~ coo~2rl~i1cs. as~i~t rurJl and 
urban ro~1' to help tr.r.;"',~1'/e; tal/ud 
bet t c r 1 i f c. c n ~ 0 thc:>-/1 ~,~ c r,,~ 0 lJ r a ~ c 
de;uoerH ie pl'i'lJtc ar,j ICCJI ']Jvcrr.~:cnt 
insti tt;tior\s? 

b. F/c.i Sec. 103, Hi,;t, , 181, re5, 106, 
107 .-rsa:si~t.-~Ir:~ -~~~ir.~~l;~.i~ ?.'/-:ll1ZS"le: 
ITriclud0 only d;,pl iC~DI" I'J!',11]rJpn -­
e,o, t U, l', (·te, -- y:hi-:h ('(\rl·L'<r')I:o:'~ 
~O'J;.~C'~ cf :~::~~:; :,:~'~d. ! f r··;~·1 thJ.'1 
('InC! funrf ~0~~·:::~ i s l~SCj T(;r ,,\S~ i-: t~r,cc 1 

inelu:~c rc:c'nnt p~:·J~:-~;:;h rer cdch fund 
sou,rcc. J 

C2b 

(1) [1 C3 ] f 0,- 6·1 ric u 1 till' e I ru r~ 1 C eve 10 p­
r.:('nt or r.'.ltr; t icn; if S:J, C!.~t('!1~ :0 
I-Ihiel: i1cli';i~i' is s;:-,:ific.-,liy ~C~ir;l~cj 
to 1:1crc(~sr :lI'or.~;:~i-t;~'1 Jf,j ir,C0~~ of 
I"ur.il r00r; [10~,\] If i'~iI· ,:'jr;C!Jlturdl 
rc~c"rcht i~ full ,":U;,lnt tuf.cn of 
r,ceds of Sr.H 11 fJI1;;crs i 

\d [lO~J fUI' ~()rllidtioll ~hr.nin!J or 
r.ca1H.; ii ~o, cxtcr,~ to I:ilich ilctivity 
cxt;:i.ds lo.:-cl':t, :r,t:::·'~I',1L~'1 dell'/f:ry 
Systt~;lS to rrv'/idc r..:JlttJ ;:rrd i~:nil'j 

planning scr'/iC<':S. f~;1('ciJ': ~j tv n:r,ll 
~re~s an~ p~or; CX~0~~ to ~hich a~~j5t­
ar.cc g1vr:~ ,1~t,'r.ti(;'1 ~o in:e,Tcl.Jticr\­
ship bet':':r:orl (i,) ~~;;':id';:J:: c:rC.I~h In:J 
(0) dC'tcl(,;-;::':O~l ~r,(, c'/er,',11 i;',~rc':cl~ent 
in 1 iVjn] S.l,l;!U'I·-c~ ill (:i.'V( 1v;)iq 
COUI1~l'jr.:. I~ ,)Cti,'ltj' r.'~~icr,c1·~O 
built! r.::>l i '.-at ic'n rlJr ~i.··,11 :'i .. :,i i i cS in 
proqr~:1:S 5'J ... :! JS c-::~:r:.)~ icn in ar,d t~ut 

of scLcol. "'~~"I'T',li::;~: c;,i Id r!"ll '.h 
scr ... ictt~. ,,'jricu! ~lJ(~ ~r·:'·.!.;.-t 10,' t 

·rllr~1 d'::'.'c:lo;'.,':I1L, u:d Js~istilr,ec to 
urban poor? 

Inequitable land ownership has been an 
inp:>rtant. destabilizing factor. '1hls 
program will support G::lES efforts to 
refol:Jn land ownership patterns. As such 
it sb:>u1d Pl:aIDte political and ecoranic 
stability. 

N/A. 
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(3) [105] f:)r edll':dtion, public .!dmfnistra­
t fon, or hli::'Jn rCSC'Jrc~s dr.'1clo~;~ent~ 
if su, extL:;i~ to I,:.ich "ct:l'ity 
srrcngth~ns I,Grlfcr,,;ll EGuc.lticll, maKes 
for~al cduc~tiun ~ore relcvdnt, 
especially for rurJl fd~iJlr5 ~nd 
urb~n pear, or ~trcn1th~n~ ~~nJs(~cnt 
CilpJbil ity or' in~titutiCjn~ cr.Jbl in!] 
the poor to participJt~ in G~~~10p~ent; 

(4) [106] for tec~nir.Jl dssis~u~cc, cnergy, 
rescarch, rcconstructicn, and selected 
devcior~:er.t prcbJe.:lsi if so, cxtcnt 
activity i~: 

(a) to h~lp alleviatc energy problem; 

(b) rcconstructinn after nutur31 or 
fanmJde disustcr; 

(c) for special dcyelo~~c~t probleM, 
and to enab:~ pro~cr utiliz~tlon of 
earl icr U.S, infrJs~ructur0, etc., 
assfstJncc; 

(d) for prO!]rJn5 of urb~n d~v2Icp~ent, 
espcclJII:,' c:·;.,ll Lltor-ir.:~nsive 
enterprises, r.'.rp:o::tlr,g sy:;tl:.:.~;s, and 
financial or o~i;~r ir"tltvtions to 
help UrllJn PC8:' punic;o.1t<: ill 
economic ani social ~cvelor~ent. 

(5) (107) by srant~ fer r.~cr~in~tcJ prf­
vilte effort to CQy,:-18D JI~d rJ i ~sc:ninatc! 
1 ntcrm·a i.Jt e tr.e hl:(: i og i c~ J ;:pI"Cjpr;.l tc 
for d~vclcp!ng ccuntrlc$. 

'=. rM S('c. ?07; S"l. 113 [yter,t to 
t:h 1 d17ss f~:-C;;; .:.-[:-~";-:-,- ; ~< L ;;-,1 :~;1 rl);) I" i" t i; 
cfO;:hJsiS en: (: l L'ncO'Jr<:c;inrt (~c'{Qlc;)~cnt 
of Ccc,o)crl'.~;c, (,C:1i':)~~ic, j.CI1t·,caJ, one 
sorial ;nst~t~~ic:\-;; (?) ~.::Jf-I.elp in 
1~2ctiniJ the ([~,r,!rj"s lCC::! nL'('~ls; (3) 
fr;:iJrovin:i .1\',1; i,:~il it, of tr,'il\cj 
~;orLcr-f'c;,(:cr in ~I.· C:i~:'ltr)'; ;/1) pro']ra:ns 
dc:si<jl1(:j to r':~~L U".l! CUU:1~:":I'~ he:11ll1 
need:'i (5) ~tI.'r ic';,(lI":Jn: i.rc:::,s of 
('conc.mic, r.(lli~lCi.:I. J":) ~.x;JI dcvl.!lor­
ntcnt, includil:~ ir,~'J~:;Yi ~r\':! l.1Lor 
u:-dolls. cocr-:'rl~~ ~\'~5, Jnd '.'G:url::.1ry 
/lqencics; t)'.,r,~;;~r:.H ic.n .1n:\ cO·~"::ln·ic()tior.; 
1" . d')' '~-'"nl·V -t'cn" urlJiln p C1nnlr.9 ,:'.11 :':'.lL:.'C (1\.11.. L111.1', • 

dr.vl:.:lo;':;';2l1t, i,",d r)der:1i7nt ;0:) of existing 
lcHI~; 1.11" (6) i!lttJI"cltin.:; ·(·c::.~n into U:e 
rccipient COIlI1i.I·;'S n:ltion,iJ ~~OI:Ci:Cy. 

d. FM S(·c:. :~l(~'). DC'scrit.(' Cl.tl'llt to 
~:hidljlr.J';~1 ~~~G~-l1i '::l.!S \.1.0 ;';Irt iC'J1 Jr 
nceds, dc~.il"CS, ,~I;~ e,,~"lciti •. <; of '.Ii\: 
pC()jlle (If tl~(' cr,·:!·,'.rj'; util i.::l'~ UlC 
country's inlC'·I"I.-·~t'J.l1 r(:~,C;irc.:;~ to 
('nc.ollr~qc in~ t i \.ut. ic:-:~ I G[:v('l(': -.:~r.t; anc 
SllP"orts civic ('.~~:,:t1(;~, d.<1 i.r~ll1~I'.'1 in 
sr.ih~ l"c:'1'lir(':: ~;)r dr(:;:lil"~ p.)I"tici:-il­
t10n in llo".·,·r;"'-I,~,11 ~r.d l;oli~:C,11 
PI·OC.CS~(:s esscll~ i;.1 to scI f -V)\'l',·n::-.<::;nt. 

7 of 10 



tl of 10 

AID HAI.:leOOK 4. App 3A '1 TIIIA .. i • .. ~'"" HO. . 

, 4:6 I 
"'Et:TI..,t ",AT' 

~ove~ber 2, 1977 
---- -- - -- --

L~s:ed ~~low are stat~tory ite~s which normally will be covered routi~ely i~ those provlslons of 
an assistance 3gre="-ent dealing with its im~le~entation, or covered in the agre~"ent by exclusion 
(as where certain users of funds are pem1tted. but other uses not). 

T~ese it€~s are arrunged und~~ the general he~dings of (A) Procurement and (5) Other Restrictions. 

3, 

4. 

5. 

6. 

7. 

~;~ ~~C. f02. Are ther~ arrange~ents to 
~::r;-'lt J.S. s;::,ll busi'ess to pcrticipate 
!~Ui~3~1y In th~ furrlshins of £oods and 
services ~in~nced? 

F.~,!' ~,?,:, f~'~~U. I:ill all cC~::-.Jdity 
crocur(-~~t fi~enced be fro~ the United 
States cxc.:?:>: as otncnlise de:l:r.:1ined by 
~he ?resi~0nt or under dl:legati~n from 
him? 

:.~ ~p~ ~~!:k\ ""11 11 ~..., .~h ___ •• c -j' "', a cor.;:c,·.,tles',n 
tJ!K be purc~a~2d at prices no his~er than 
~~e ~~r~Et ~rlce prcvailjng in the United 
States at tl~e of purchase? 

r,',A S"c. 6:::·: l c\. 'iii II 3il agricult\Jral 
c:.~~"c:::·i::::a 2','c;;J:le fcr c~s~:Jsitia!1 
~nJ~)~ t~2 ~;,-ic~ltura' T~~~e ~.2vc1c~7cnt 
~ ;Ss~st5~1:e ~:t of 105~, 3S tr.·en~Ed, 
te prcc~r(~ i~ t~e Unit~d S~a:es ~nless 
trey are n8( availa~le in t~2 United 
States in s~~ficiE~t GJantities :0 s~pply 
e;;;er:;ency req,1i re.'1ents of rec i pi er,ts? 

FA,! Sf:c. c~':«'.' if the co:;;eri!:ing 
c:~ntry ~js~ri~ina~es t~)inst U.S, 
~ari~e insurance CGG~anjes, ~ill agree­
~ent re~~ire trat marine insurance be 
placed in the United States on 
co~~odities financed? 

~ilr, Sec. 60' (e) . If offshore procure­
Gent of agricultural co"~cdity or product 
is to be financed, is there provision 
acainst suen procure~ent when the 
co~estic price of such co~odity is less 
than parity? 

Ft-/, Sec. 604 {f), Are there arrangements 
whereby a s~polier will not receive 
~ayment under the cc"".odity iGport 
pro~ra~ ~nle~s he/she has certified to 
such lnforr.ation as the Asency by 
regulation has prescribed? 

Standard AID procedures will be used 
to extent applicable. 

'Ib extent feasible. 

'Ib extent feasible. 

N/A 

N/A 

N/A 
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8. fA/, Sec, 603(a), ~lill U.S. Goverr;nent 
eA~ess personal property be utilized 
wherever ~r~ct1cable in lieu of the 
procure-;;ent of ne~1 ~tems7 

9. 1-':';' Sec. 901 (bl. (al Cer::~liance with 
rec;;.nrf: .. ::r.ttr.at at least 50 per centum 
of the gross tonnage of co;;-;::o:!ities 
(co:;;:Jted sepal'.Hely for dry bJlk. 
carrler5, dry cargo line~s., and tankers: 
fina~:ed shall te tra~s~ortej on pri­
vately o .... r.ed U.S.-flag ccmercial 
vE5sels t3 the extent th3t such vessels 
are available at fair a~d reasonable 
rates. 

10. Ir.:err~tional ~ir Trdrs:o~t~ Fair 
Cc-:e:i:i'.'! Frcctices ;"~..lS74 

If air transportation of persons or 
pr~perty is financed on grant basis, will 
pro~ision be ~a:e that U.S.-flag carriers \ 
.;ill be utilized to the exter,t such 
service is available? 

071EK :::ES'7'?iC':'!OfiS 

1. F;'~. Se:. E2C(h). Do arrar.se-.~nts ~r",ciu:e 
~rc~c:i~~ J~ l:~~~t~r; t~~ f:rei~~ ~~d 
~""2~e::s cr aC~1\,'~t1(:~ of CS7~ni::,t-aloc 
co~ntries, cont~ary to the ~est intera~ts 
of.th~ Cnited States? . 

2. Fr..:' Ssc. 536(i ). Is financing prohibited 
fr:~ US2, witnout waiver, for purchase, 
10r.~-ter::1 lease, excha!1;e, nr S:.Jara"ty of 
s~le cf ~~~or vehicle ranJfacture' 
outside the ~nitEd States? 

3. Will arran;2~ent preclu~e use of 
finc1ncing: 

a. FA.t.. Sec. 114, to pay for perfon::ance 
of abortions or involuntary sterilization: 
or to ~a:ivate or coerce persons to 
practice JQcrtions? to pay fer perfo~ance 
of in~ol~ntarY sterilizations as r::ethod of 
fa~ily planni~g or to coerce or provide 
any finar::i:.l ir.centive to any person to 
practice sterilizations? 

b. F;".~. 5e:. 62:1(0). to cor.::Jensate o ... mers 
for ex~rcpriated nationalizeJ property? 

c. FAA Sec. 650. to finance ~olice 
training or otner law enforce~ent 
assistance, except for narcotics programs? 

d. FAA Sec. 662. for CIA activities? 
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. N/A 

N/A 

(es, to extent feasible. 

Yes 

Yes 

Y.es 

Yes 

Yes 

Yes 

Yes 
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'!. :'i'r' so;:c. Ie). to f:ay pen$ions. etc. 
fer, ni J i tary rersonnel? 

f. A~,. Sec. 106. to pay U.N. 
asses~ments1 

g. A::'J, Sec. 107. to carry o~t provisions 
e~ F~A Sections ZC?(d) an~ 251(h)?' 
(:r(!llsfer to rcultiJatere;i crcdllization 
fJr lendir.g). . 

r:!.t.. ~"c. 201 (d). If dev,~lor7'".C'rlt loan. 
;S interest r~te a~ leas~ 2~ ~~r ann~", 
c~~in3 sracc ~erjoj and a~ Je~st 2: per 
C~~.Jr.1 thereafter. Carl ~~,e country 
::~ro~er service tne loen Gn ~~rder than 
s~;r.dard de'Jelo;:;:;-.ent loan te"T.ls? 

IU 
trr £C.lIVt:. OAT" 

~ove~ber 2. 1977 

Yes 

Yes 

Ye,s 

N/A 
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ANNEX I B 
PmJECT STA'lUIDRY ClItcKLJ:ST 

($750,000) 
Page 1 of 12 pages 

5C(1) - COUNTRY CHECKLIST 

Listed below are, ffrst. statutory criteria applicable generally to FAA funds, and then crfteria 
applfcable to individual fund sources: Development Asistance'and Economic Support Fund. 

A. GENeRAL CRITERIA FOR COUNTRY ELIGIBILITY 

1. FAA Sec. 116. Can it be demonstrated that 
contemplated assistance will directly benefit 
the needy? If not, has the Department of 
State determined that this goverliment has 
engaged in a consistent pattern of gross 
violations of internationally r~cognized 

.hUllJan rights? 

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

3. FAA Sec. 520(b). If assistance is to 
a govern~ent, has the Secretary of State 
detenmined that it is not controlled by the 
international Communist movement? 

4. F~A Sec. 62Ql£l. If assistance is to 
gover~"~nt, is the government liable as 
debtor or unconditional guarantor on any 
,debt to a U.S. citizen for ooods or services 
furnished or ordered where la) such citizen 
has exhausted available legal remedies and 
(b) debt is not denied or contested by such 
government? 

5. FAA Sec. 620(et{11. If assistance is to 
a gover::1ent. hdS 1 lnc1uding government 
agencies or subdivisiu~S) tcken any action 
which has the effect ot nationalizing, 
expropriating, or otherwise seizing owner­
ship or control of property of U.S. citizens 
or~entities beneficially owned by them with~ 
out taking steps to discharge its obligations 
toward such citizens or entities? 

Project will benefit the 
country's needy Door. 

El'?alvador takes adequate 
steps to pnyent narcotic 
traffic. ' 

Yes. 

No, as far as is known. 

No. 
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6. fAA Sec. 620(al, 6?O(f)j tv 79 Apr. Act, 
Sec. 163,114 and oG6. Is recipient country 
• Corr~unlst country? ~ill assistan:e be pro­
vided to the Social ist i:epublic of Vietnam, 
:'mboc:!fI. laos. Cuba, Uaanda, ~:ozambique, or 
~5101a? 

'. !M...iec. 620(1). Is recipient country 
In any W!y involved in (a) subversion of, or 
l11itary aggression against, the United States 
Ir any country rEceiving U.S. assht~nce, or 
\b) the planning of .,,':h suhversion or 
aggression? 

8. 'FAA Sec. 620 {j). flas the country pennitted 
or failed to take ad~quate measures to prevent, 
the dama9~ ur uc~.ruction, by mob action, of 
U.S. property? 

g. fAA Ser.. 620(1). If the country has failed 
to fiiITiTG ret/1.:---rrivestme:lt guaranty program 
for tIle specific risks of expropriation, incon­
vertibility or confiscation, has the AID 
Administrator within the past year considered 
denying assistance to such government for this 

. reason? 

10. fAA Sec. 620(0); Fishermen's Pr~tective 
Act of \S~7 ,_~·1c!f£~!'c.2. Ir c')untry 
has seized, or i:,:;Josed aliY I-.:'nalty or sanct inn 

against, ~r~ U.S. fishing activities in 
international waters: 

a. has any deduction required by the 
Fishennen's Protective Act been made? 

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

11. fAA Sec. 620; FY 79 Apc. Act,Sec. G03. 
(a) Is the goverr.~ent of the recipient country 
1n defaul t for r.,ore than 6 ",onths on interest 
or principal of any AID loan to the country? 
(b) Is country in default exceeding one year 
on interest or prinCipal on U.S. loan under 
~ogram for which App. Act appropriates 
funds? 

12. f~A Sec. 620(s). If contemplated 
assist~nce is deve~Olment loun or from 
Economic SUjlPOI"t F:md, 'las the f,dministrator 
taken into account the percentage of the 
country's budget which is for military 
expenditures, the amount of foreign exchange 
spent on military equipment and the 
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No. 

No. 

No. 

El Salvador has ins.tituted 
the investm~nt Guaranty 
Program 

El Salvador has not.seized 
or imposed penalty against 
any U.S. fishing activitie: 
in international waters. 

No. 

Yes. 9:2 percent of the 
current national budget is 
assigned for military expenses. 
Of this amount, $10 million 
is. to be expended on military 
equipment." The GOES has not 
purchased sophisticated weapons 
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amount spent for the purchase of sophisticated 
weapons systems? (An affi~at1ve ans~er may 
refer to the record of the annual "Taking Into 
Consideration" ",emo: "Yes. ilS reported in 

3:31 

annual rr~ert on i",pl~entation of S(c. 620(s).­
This rcrort is prepared at time of approval by 
the Ac!r:linistrator of th:! Operational Year Eudget 
and can te the basis for an affinr.ative ans~er 
during the fiscal year unless significant c~~nges 
in circ~~stances occur.) 

13. FM Sr·c. f?O(t). H?s the c01Jntry severed 
diplcr.,at;c relations with the United States? 
If so, h!ve they been resu~ed a~d have new 
bi1a~~ral assistance agree~ents been ~egotiated 
and ~ltered into since ~u(h re~u~ption? 

14. F~.~ S(c. E20(u). I.'hat is the payment status 
of the c:~~:ry's U.N. obligations? If the c:unt~ 
1s 1n arrf!rs. were such arrearages taken into 
accC:Jnt by th~ AID .'\c;;1inistrator in c'!!enr.ini:1g 
the current AID Operational Year LudSct? 

15. F.e.~. ~<::,c. 620A, FY 79 :-:'1. kt. Sc-:." E~7. Has 
the countrj grantta SU,CtulrylrC"l pru:;ecuticn to 
any individ'J3.1 or grou;J I,hich has cC-:litted an 
act of i~ternational terrorism? 

16. r~A Src. 666. Do~s the cou~try cbj~ct, on 
basis-OfraCe, religicn, naticnl!i ol'ig~n or 
sex, to t~c pres~~ce of any officer cr ~~loyee 
of the U.S. there to carry C:.It eccr~~ic 
dcyelc;~~~t ~ro~r2~ cn~2r F;~~ 

17. F.A.a\ Sec. !j69~. Has the country. after 
August 3, 1977. d~livered or re:eived nuclear 
enric~=nt or reproce~sino eaui~-~~t. r?terials. 
or tecr.~ol:Jgy. wit~out SPEC; fied ur~~ge:.c:1ts or 
safeguards? Has it dE:to~at,~d a r.uclcilr cevice 
after ~u;ust 3. 1977. althc:.l~h r.ot a "nuclear­
weapon State" under the ncnproliferation treaty? 

a. FUtlDlfiG C~IT[PIA FOR COI:r:py E!. !GISIL lTY 

1. Develc?~cnt Asgist~nce Country Criteria 

a. F~A Scc. 102(h)(.11. Have rriteria been 
establisr.~d C!~;; tMen into account to assess 
co~itrent progre~s of country in effect~vcly 
involvi-:-::- He poor ;n develo;:frC'nt, on such 
indexes as: (1) increuse in d~ricultur31 
productivity thrcugh ~~all-f~~ labor intensi~e 
agriculture. (2) reduced infant ",ort3Iity. 
(3) control of population 9rc~lth. (4) equality 
of inccr.e distributicn. (5) rcduction of 
unemployment. and (6) increased literacy? 

l t • L· .. 'I "" "., , 
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No. 

From information available to 
the Mission, El Salvador is 
meeting its UN obligations. 

No. 

No. 

No. 

El Salvador is cOffilitted to 
involve the poor in the de­
velopment process by ~arrying 
out several projects to 
address their needs in the 
agricultural, health, nutrition, 
housing, employment and other 
sectors. 

http:resu".ed
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b. FAA ~ee. 104 (rll1!l. rf approprfate. is 
this ~cvelc~"~nt (including Sahel) activity design 
to bufld ~otivation for s~aller families t~rough 
~djficaticn of econo~ic and social ccnditions 
s~pportive of the ue~ire for large fJ~ili(s in 
programs such as education in and out of school. 
nutrition, d'iseCise control. maternal and child 
hea1th services, agricultural pro~uction, rural 
devclop~ent, CI~d assistance to urban poor? 

2. E'conClr.1ic Suoport Fund Country Criteria 

4. Ff~ Sec. 5029. Has the country en~aged 
in a consisttnt PJttern of gross violations of 
intcrnationc1i ly r(:co~nized bu:;.an rights7 

b. fAA Sec. 533(b). \.Iill aSS1!;tance under 
the Southern Africa program be provided to 
"'.ozi!~~ique. :'ngoia, iClr.!ania, or Zr)":bia? If so.· 
has PresidEnt cetenmin2d (and reported to the 
Congress) t~at such aS5istar.ce will further U.S. 
foreign policy interests? 

c. fAA Sec. 609. If co::t:.odities af>e to be 
granted so t~!t saie Drocee~~ will accrue to the 
recfpient country, have Sp2cial Account (counter­
part) arrar.g~ents beEn Woade? 

d. FY 79 A,:'J. ,l.ct,S-:::. 113. ~/ill ass;s:"n::e 
be provic!,:j J'cr-i::e CCr-~j3~o'T·~icir.? directly the 
efforts of t~e cJvern~er.t of suc~ c:untrv to 
reDress the lE'Ji tir;;ate ri('J~ts of the pcp;:lation 
of such cc~r.~r~ contr~ry ~o the Universal 
Declaration of Hu~an Rights? 

e. fr..A Sc:c. 6208. Wi 11 ser:urity supporting 
assistance t! turnjsnfd to ArgeJtfna after 
Sept~ber 3D, 1978? 

ANNEX, I. B 
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No. 

N/A 

N/A 

No. 

N/A 
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5C(2) - PROJECT CIIECKL 

Listed below are statutory criteria applicable generally to projects ~/fth fAA funds and project 
criteria applicable to individual fund sources: Develop,llent Assistance (with a sufJcatcgory for 
criteria applicable only to loans); and Economic Support Fund. 

CROSS kl::FERENCES: IS COUlITR'( CHECKLI ST UP TO DATE? 
HAS STAIIUARD ITEM CHEl:KLIST BEEN REVIEWED FOR THIS PRODUCT? 

,. GEtlERAL CRITERIA FOR PROJECT 

1. FY 79'APf' Act Un~u~:eredi FAA Sec~ ·653 (b); 
Sec. 634A. a) Describe how C~~ittees on 
Appropriations of Senate and House have been or 
will be notified concerning the project;. 
(b) is assista~ce within (Operational Year 
Budget) country or international organization 
allocation reported to Congress (or not more 
than $1 million over that figure)? 

2. FAA Sec. 611 a f1 . Prior to obligation 
in excess 0 100,GOO, will there ~e (aJ engi­
neering, financial, and other plans necessary 
to carry out the assis:an:e and (b) a reasonably 
firm estimate of the cost to the U.S. of the 
ass i ~ ta nce? 

3, FAA Sec. 61l(a)((). If further legislative 
action is ,·equired lIichin recipient country, 
what is basis for reasonable exr-ectation that 
such action will be co~pleted in time to permit 

,orderly accompl;sh~ent of purpose of the 
assistance? 

4. fAA Sec. 611 (bt; FV 79 ADO. ft,ct Sec. 101. 
If for Hater or wa .. er-related land re~ource 
construction, has project ~et the standards 
and criteria as per the Principles and Standards 
for Planning Water and Related Land Resources 
dated October 25, 1973? 

5. FAA Sec. 6ll(p. If project is capital 
assistance e.g.M-construction), and all 
U.S. assistance for it will exceed ~l million, 
has Mission Director certified an~ Regional 
Assistant Ad~inistratDr taken into consideration 
the country's carability effectively to maintain 
and uti1iz~ the project? 

6. fAA Spc. 209. Is project susceptible of 
execution as part of regional or multilateral 
project? If so why is project not so executed? 
Information and conclusion ~hether assistance 
will encourage regional development programs. 

Congress1onal Notification 
has been processed. 

Yes. 

N/A 

N/A 

N/A 

No. 
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7. FAA Sec. 601(a). Information and conclusions 
whether project wi 11 encoul'a~e efforts of ttl!! 
country to: (a) incre,lse the flol'l of inte:rnQtional 
trade: Cb) foster privat~ initiative and co~peti­
tion: (c) encoura~e develo~~nt and use of 
cooperatives. credit unions, and savinss and loan 
associations; (d) discoura~e monorolistic practices; 
(e' improve technical efficiency of industry, agri­
culture and COf.r.Jerce; clnd (f) strengthen free 
labor unions. 

8. FAA Sec. 601 (~). Information and conclusion 
on how project wi 1 encourage U.S. privclte trade 
and Investment abroad and c~courage private U.S. 
partiCipation in foreign assistance progr~ms 
(including use of private tra~e channels and the 
services of U.S. private enterprise). 

9. FAA Se~. 612(b); Sec. 636(~J.. Df'scril>e steps 
taken ~o aSSllrl: that, t(l th.:- J,axir:1um e>:tent possi­
ble. the country is contributing local currencies 
to meet the cost of contractual and other services, 
and foreign currencies o~ned by the U.S. ~re 
utilized to meet the cost of contractual ~r.d 
other servi ces. 

10. fPA Sec. ~d). Does the U.S. own excess 
foreign currep:y orthe c(I'Jntr'y ar.d, if so, ~/hat 
arrangements have been mace for its rele~se? 

11. F~.A Sec. [01(e). I-:ill the project utilize 
co:cpetitive selection proce:iures for the M/al'ding 
of contra c ts, except ~/here app 1 i cab 1 e procurement 
rules allow otherwise? 

12. FY 79 A~p. kct Sec. f08. If assistance is 
for the pro~~ctlon of any ccc.~odity for export, 
is the corrnodity likely to be in surplus on world 
marr.ets at the time the resulting productive 
capacity beco:.:es operative, and is such assistance 
lHely to cause substantial injo.!ry to U.S. 
producers of the same, si~ilar. or co~peting 
corrrnodity? 

B. FWWH:G CRITERIA FOR PROJECT 

.' 1. Development Assistance Project Criteria 

!. FM Sec. 102.lblj 111j 113; {~. 
Extent to ~lhiC!l uctil'ity w111 raTe17ectively 
involve the poor in develop~ent, by extending 
access to econo:r.y at lo::al level, increasing 
labor-intensive pr~duction and the use of 
appropriate tech~Jjooy, spreadlng investmpnt 
out from cities to small to,/Os and rural areas.­
and insuring wide participation of the poor in 
the benefits of development on a sustained 
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The project will foster 
private initiative and 
provide technical assistance 
ip the development of 
cooperatives. 

The project will finance some ~ 
u.s .. technical assi~\tance froIlC .. .,; 
pri,rate sources. 

The host country is providing 
counterpart contribution to the 
Agrarian Refonn ProgrCllIl arrl exparrled 
FY80 assistance program to ElSalvador 
No U.S. owned foreign currencies are 
available for utilization in this proj=< 

No. 

Yes. 

No. 

N/A 
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basis. using the appropriate U.S. institutions; 
(b) help develop cooperatives, especially by tech­
nical assistance, to a~sist rural and urban poor to 
help themselves to· .... ard better- 1 ffe, and- otherwise 
encourage democratic private and local govern~ental 
1nstitutiohs; (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 
and encourage regional cooperation by developing 
countries? 

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

107. N/A 
Is assistance being m30e available: (inc ude only 
applicable PJragr~ph which corresponds to source 
of funds used. If ~ore than one fund source is 
used for project, include relevant paragraph for 
each fund source.) 

(1) [103J for agriculture, rural developmen1 
or nutrition; if 50, extent to which activity is. 
specifically designed to increase productivity and 
income of rural poor; [103AJ if for agricultural 
research, is full account taken of needs of small 
fanners; 

(2) [104J for population planning under sec. 
104(b) or h(;alH under sec. l04(c); if so, extr:nt 
to ~Ihich activLy N:;lhasizes 100'i-COSt, integrated 
delivery systens for health, nutrition and family 
planning for the poorest peoDle, with particular 
attention to the r.er:::s of n:others and young 
children, using para~edical ~nd auxiliary medical 
personnel, clinics ar,d health posts, con~crcial 
distribution systems and other [;lodes of cOrrr.1unity 
research. 

(3) [105] for education, public admini­
stration, or hurn~n resources develc;l~ent; if 50, 
extent to which activity strenqthens nenformal 
educati~n, rnakes fonnal education rnore relevant, 
especially for rural fa~ilies and urban poor, or 
strengthens ~anage~ent capability of ins~itutions 
enabling the poor to participate in develop~ent; 

(4) [lOoJ for technical assistance, energy, 
research, reconstructi~, and selected develop~ent 
problems; if so, extent activity is: 

(n technical cooperation and develop­
ment, especial Iy ~tith U.S. private and voluntary, 
or regional and international develop~ent, 
organi za t ions; 

(11) to help alleviate energy problems; 

(ifi) research into, and evaluation of, 
economic development proce~ses and techniques, 

(1v) reconstruction after natural or 
manmade disaster; 

ANNEX I B 
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(v) for specfal development problem. 
and to enable proper utflfzation of earlier U.S. 
infrastructure. etc •• assfstance; 

. (vi) for progri:ms of urban development. 
especfally small l~bor-;ntensfve enterprises, 
mar~etfng systems. and financial or other insti­
tutions to help urban poor participate fn economic 
and social rlevelo~ment. 

c. [107J Js appropriate effort placed on use 
of appropriate teclinolGgy? 

d. FAA Sec. llO{U. ~/fl1 the recfpient 
country provide at least 25: of the costs of the 
program. project. or activity with respect to 
which the assistance is to be furnished (or has 
the latter cost-sharing requfr~"~nt been waived 
for a "relatively least-developed" country)? 

e. FAA Sec. 110(b). Will grant capital 
assistance be disbursed for project over more 
than 3 years? If so, has justification satis­
factory to the Con~ress been w.ade. and efforts 
for other financing, or is the recipient country 
"relatively least developed"? 

f. FAA Sec. 281(h). Describe extent to 
which prograr.1rCco?:lizes thp. particular needs. 
desires. and capacities of the peorle of the 
co:mtry; utilL:e:s t::~ country's ir.tellectual 
resources to encoura~c in~titutiunal develop:;1ent; 
and supports civil education and training in 
skills required for effective participation in 
governmental and political processes essential 
to self-government. 

g. FAA Sec. l22(b). Does the activity 
give reasonable premise of contriuutir.g to the 
development of econor:1ic resources. or to the 
increase or productive caoacities and self­
sustaining economic growth? 

2. Develooment Asslsta~ce ProjPct Criteria 
'(Loans On1y) 

a. FAA Sec. l22(b). c·Jnfonnation and 
conclusion on capucity of the country to repay 
the loan, including reasonableness of 
repayw.ent prospects. 

b. FAA Sec. 6?0{.£l. If assistance 1s for' 
any productive enterprise which will compete in 
the U.S. with U.S. enterprise. is there an 
a9ree~ent by the recipient country to prevent 
export to the U.S. of more than 20: of the 
enterprise's annual production during the lffe 
of the loan? 
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N/A 



3. ~roject Criteria Solely for Economic 
upport Fund 

~. FAA Sec. 531i!l. Will thfs assfstance 
support prC'~o~e economIC or polHiC':lI stabnity~ 
To the extent possible, does it reflect the 
policy directions of $ection 102? 

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

ANN,EX I B 
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Yes. by helping to pro~ote 
success of the Government's 
Agrarian Reform Program 

No. 
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5C(3) - STANDARD ITEM CHE 

listed below are statutory items which normally will be covered routinely in those provis10ns 
of an assistance agreement dealing with its implementation, or covered in the agreement by 
1~posing limits on certain uses of funds. 

These items are arrangeJ under the general headings of (A) Procurement, CB} Construction. and 
(C) Other Restrictions. 

A. Procurement 

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

2. FAA Sec. 604(a). Will all commoa1~y 
procurement financed be from the U.S. except 
as otherwise determined by the President or 
under delegation from him? 

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

4. FAA Sec. 604(e). If offshore procurement 
of agncultural cOfT:"ilodity or product is to be 
fi~3ncEd, is there provision against such pro 
curement when the domestic price of such 
commodity is less than parity? 

5. FAA Sec. 608(a). Will U.S. Government 
'excess perso"al property be utilized wherever 
practicable in lieu of the procurement of new 
items? 

6. FAA Sec. 603. (a) Compliance with requir 
ment 1n sectlon 901(b) of the Merchant Marine 
Act of 1936, as amended, that at least 50 per 
centum of the gross tonnage of commodities 
(computed separately for dry bulk carriers, 
dry cargo liners, and tankers) financed shall 
be transported on privately owned U.S.-flag 
commercial vessels to the extent that such 
vessels are available at fair and reasonable 
r~tes. 

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

Yes. Starrlard p-.-ocurenent regulations I 
procedures and gCXJd a::mnercial prac­
tices will be followed under~ the 
project. 

Yes. 

~es. 

N/A 

Yes. 

Yes. 

Yes. 
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facflfties of other Federal agencies will be 
utilized, are they paritcularly suitable, not 
competitive with private enterprise, and made 
available without undue interference with 
domestic programs? 

8. International Air Transport. Fair 
Co etitive Pract~~es Act, 1974. If air 
transportatlon 0 persons or property is 
financed on grant basis, will provision be 
IDade that U.S.-flag carriers will be utilized 
to the extent such service is available? 

9. FY 79 Apy'. Act Sec. 105. Does the contract 
for procurement contaln a provision authorizing 
the termination of such contract for the 
convenience of the United States? 

fonstruction 

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

2. FAA Sec. 611(c1. If contracts for 
construction are to be financ~d, will they be 
let on a co~petitive basis to maximum extent 

'practicable? 

3. FAA Sec. 620(k). If for-construction of 
productive enterprise, will aggregate vdlue 
of assistarce to be furnished by the United 
States not exceed $100 million? 

Other Restrictions 

1. FAA Sec. 122 (eL If development loan, is 
interest ~ate at least 2: per annum during 
grace period and at least 31 per annum 
thereafter? 

2. FAA Sec. 301(d). If fund is established 
solely by U.S. contributions and administered 
by an international organization, does 
Cpmptroller General have audit rights? 

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

4. FAA Sec. 636{O. Is financing not permitted 
to be used, without waiver, for purchase, 10n9-
term lease, or e~change of motor vehicle 
nanufactured outside the United States, or 
m'~.~n.u of such transaction? 
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N/A 

J-T IA 

N/A 

N/A 

·Yes. 

Yes. 

Yes 
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5. Will arrangements preclude use of financing: 

I. FAA Sec. 104(f). To pay for performance 0 N/A 
lbortions or to motivate or coerce persons to 
practice abortions, to pay for perfonr.ance of 
involuntary sterilization, or to coerce or 
provide financial incentive to any person to 
undergo sterilization? 

b. FAA Sec. 620(9). To compensate owners N/A 
for exproprIated nationalized property? 

c. FAA Sec. 660. To finance police training N/A 
or other law enforcement assistance, except for 
narcotics programs? 

d. FAA Sec. 662. For CIA activities? N/A 

e. FY 79 App. Act Sec. 104. To pay pension~, N/A 
etc., for military personnel? 

f. FY 79 App. Act ,ec. 106. To pay U.N. N/A 
asses~ments? 

g. FY 79 A~t Act Sec. 107. To carry out N/A 
provisions of F sections 209(d) and 25l(h)7 
(Transfer of FAA funds to multilateral 
~rganizations for lending.) 

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

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



ANNEX II.1 

Table 1 

Gross Domestic Product 
(In Millions of C~nstant 1962 Colones) 

1978 1979l/ 
ct %' CJ % 

Agriculture 827.7 10.2 845.3 2.1 

Mining 3.3 -11.5 3.4 3.0 

Manufacturing Industry 678.1 2.2 640.2 -5.6 

Construction 166.9 6.2 150.2 -10.0 

Electricity and Water 94.8 8.0 101.0 6.1 

Transport 218.1 3.8 216.1 -0.9 

Commerce 817.9 2.4 778.5 -4.8 

Finance 109.5 7.8 115.5 5.5 

Housing (Rents) 122.5 3.5 125.8 2.7 

Public Administration 299.2 3.8 318.0 6.3 

Personal Services 264.3 3.0 155.5 -3.3 

GDP 3.602.3 4.8% 3.549.5 -1.5 

.l./Estimated by Ministry of Planning 

Source: Central Bank and Ministry of Planning 



ANNEX II.2 

Table 2 

EL SALVADOR: THE BALANCE OF P··'PwtENTS, 1978-80 
(Millions of U.S. Dollars) 

1. Exports (FOB) 

Coffee 

Cotton 

Sugar 

Shrimp 

Other (to Cutside World) 

To CACH 

2. Imports (CIF) 

3. Services, Net 

Receipts 

Payments 

4. Net Transfers 

5. Current Account Balance 

6. Capital Total 

Private 

Off.!.cial 

7. Total, Net Overall Balance 

8. Financing: Bank Loans, 
IMF, CAMSF Credits, etc. 

9. Chang'e in International Re­
serves (increase + decrease -) 

1978 

845.8 

432.9 

99.0 

18.9 

10.6 

53.2 

231.2 

-1030.5 

- 109.8 

158.0 

267.8 

51.4 

- 243.1 

206.6 

159.2 

47.4 

36.5 

65.0 

28.6 

1979 

1118.4 

695.6 

92.8 

26.0 

12.0 

52.0 

240.0 

-1040.0 

- 140.0 

188.0 

- 328.0 

56.0 

5.6 

- 135.7 

- 175.7 

40.0 

- 141.3 

33.2 

- 108.1 

1980 

948 

560 

72 

28 

12 

40 

236 

-1040 

- 148 

168 

- 311> 

40 

- 200 

12 

- 130 

142 

- 188 

55 

- 133 

Source: For 1978-79, Central Bank. Projections for 1980-81, 
ROCAP Regional Economic AdJisor with assj.stance from 
Central Bank. 

1981 

799 

476 

40 

31 

12 

40 

200 

-1040 

- 150 

40 

- 351 

120 

30 

150 

- 231 



ANNEX IIo3 

Table 3 

SUMMARY OF FISCAL SITUATION OF CENTRAL GOVE~ 
1978-1980 

(IN Millions of Colones) 

Current Revenues 

Current Expenditures 

3urplus on Current Account 

Capital Expenditures 

Direct Investments 

Transfers 

Other 

Amortization of Public 
Debt 

Total Expenditures (Net 
of Amortizations) 

Overall Deficit (-) 

Financing 

External 

Internal (and change in 
Cash Balance) 

Actual 
1977 

1181.8 

706.3 

475.5 

506.3 

406.0 

100.3 

29.3 

1212.6 

- 30.8 

52.0 

21.2 

Actual 
1978 

1027.0 

782.8 

244.2 

341.8 

119.4 

123.0') 

99.4 J 
33.0 

1124.6 

- 97.6 

96.7 

Estimated 
Actual 

1979 

1214.8 

850.0 

364.8 

400.0 

250.0 

150.0 

40.0 

1250.0 

- 35.2 

70.8 

35.6 

_Budget 
1980 

1292.8 

1123.0 

169.8 

524.4 

326.4 

124.1 

73.9 

28.7 

1647.4 

-354.6 

143.7 

210.9 

Source: Central Bank. Figures for 1979 are ?reliminary estimates. 



ANNEX II.4 

Table 4 

EL SALVADOR: BREAKDOWN OF ,CURRENT 
REVENUES AND EXPENDITURES, 1978-80 

(In Millions of Colones) 

llli .ill2. 1980 

Current RevenueL, 
121sV -Total 1027'y 129311 -

Tax Revenues .211.. 1160 1234 

Direct Taxes 286 1.ftQ. 312 

Income 202 195 219 
Physical Asse" __ 
, ("Patrimonio") 62 62 69 
Property Transfers 22 23 24 

Indirect Taxes .2ll .e.a9. .2ll 

Exports 244 391 415 
Imports 157 177 171 
Consumption 170 190 194 
Other Taxes 115 122 143 

Non-Tax Revenues ~ ~ 2Z. 

Current Expenditures, 
Total 783 850 1112 = 

Salaries 411' 635 
Other 93 210 
Current Transfers 255 267 
Expenditures with 

Funds Carried 
Over from Prior 
Years 23 

·.l,I1\ctua1 
,Y"Estimated 
l/Budgeted 

Source: Pre l ... , ..... uQry estimates by Central ~ar. 

-- ..... --_., 
Per_Cent-
Increase· 
1~7~/aO 

% 

6.4 

6.3 

ll~4 

12.3 

11.3 
4.3 

4.8 

6.1 
-3.4 
2.1 

17.2 

3.6 

30.8 

54.5 
125.8 

4.7 



ANNEX II.S 

Table 5 

EL SALVADOR: ESTIMA TED UNDEREMPLOYl1E~~ 
BY SECTOR FOR 1978 

.1igricu1ture 

Mining 

Industry 

Electricity, Gas and Watel 

Construction 

Commerce 

Transport and Communications 

Banking and Insurance 

Services 

Activities not Specified 

TOTAL 

Source: Ministry of Labot 

UNDEREMPLO'fMENT 
RATES 

48.7 

~n Q 

2.3 

l2 .4 

37.7 

6.1 

1.7 

30.7 

9.S 

37.0 



-11- ANNEX II.6 

Table 6 
Chan~ins Patterns of Farm'Si~_ 

1 9 5 a 196 1 1 9· 7 1 7. change in No 
()f fa! r.:s by 

Farm No. of % cf No. of 
. ., of ~. .Ji .. of size category 10 .. " . /. 

Size . Farms Total Farms Total Farms Total· 1951/71 
(Has.) -
a - 2 105,6< 60.6% 155,555 68.6% . 191,527 70.7i. 81.4% 
2 - 5 34,868 20.0 37 p743 16.6 43,414 16.0 24.5 
5 - 10 14,064 . 8.1 14,001 6.2 15,5~8 5.8' 10.9 

10 - 20 8,874 5.1 8,524 3.8 9,164 3.4 3.2 
20 -·100 8,767 5.0 8,925 3.9 9,224 . 3.4 5.2 
over 100 2,026 1.2 2,148 0.9 1,941 0.7 - 4.2 

-- -- -
TOTAL 174,Z04 100.0% 226,896 100.0% 270,868 100.0% 

rable 7 
Percentage Di::;tribution of Land by Farm Size and Tenure 

Farm Size 
(Has. ) 1950 

o - 2 5.4i: 1/ 
Owner (42.2) 2/ 
Non-0w"l1er (57.8) IJ 

2 -' 5 7;1 
Owner (75.9: 
Non-Qwner (24.1' 

.. 
5 - 10 6.5 

Owner (91. 0: 
Non-Dwner ( 9.0: 

10 - 20 8.0 
Owner (95.1J 
Non-owner ( 4.9) 

20' - 100 23.1 

Over 100 49.n 

1/ r. land in faron size c'3tegory. 
~/ i. of farms in ~enure category. 

Net Change 
in Area % 

1961 1971 1950-71 
--'-

8.8%. 10.4% 81.8% 
(41.9) (44.2) 90.4 
(58.1) (55.8) 75.6 

7.9 9.1 23.4 
(79.6) (76.6) 24.5 
(20.4) (23.4) 19.8 

6.7 7.6 11 .• 1 
(93.2) (90.0) 9.8 
( 6.8) (10.0) 24.0 

7.9 8.7 3.7 
(95.6) (93.9) 2.0 
( 4.4) ( 6.1) 28.1 

24.5 25.5 4.4 

44.2% 38.7% -26.5% 



TAB L E 8 ANNEX II. 7 

LAN D USE PATTERNS 

YEAR AANUAL PERENNIAL IMPROVED NATIVE WOODLAND T 0 T A L 

CROPS ! CROPS PASTURES -%- PASTURES FORESTS AND HECTARES , 
OTHERS 

11 
1950 25.7 10.1 11. 5 32.8 19.9 1,519,320 100.0 

11 
1961 31. 2 10.1 6.6 31.2 20.6 1,581,428 100.0 

1971 
!I 

33.6 11.3 7.8 30.4 16.9 1,451,895 100.0 

~I 
1978 39.7 14.6 7.6 22.5 15.6 1,542,458 100.0 

11 Source: Agricultural Censuses of 1950-1961 

11 Source. Annual Agricultural Statistics, 1978-1979 published by the Ministry of Agriculture. 



ANNEX III 

I 
Decree No. 153 -----

Tun n6VOLu'nmlARY JUHTA· OF :.CO'/IIRl1MCHT 

wiIEIU:AS: 

I. In £ccordance ~ith Ito= III ot tho EmorJency 

l'rogria:u contained ill tIle o(\rllcd .. Forces ProclarutlOQ of 

Octobor IS, 1979, it was ostablished that Ifllc.surCI 'Would 

be taken tor equitable distribution of the uatian&l •• . . 

ltealth, at the SQ;)e tir:u~ incro4sin; the national gross , . . 
product,'t .and, to this aia, an instruU\ont 'tould be c:reate~ 

to. establish a.soll~ basis for the i~ples~ntation of an 
'" ~ . ~ . 

agrarian reform. thus ~nsurlni tho right to privata 

proporty within a COMaunal framewor~; 

II. The prosent law for the establish~cnt of the 

Salvadoran Institute of A~rari~ Rofor~ does not satisfy 

th,,! derunds of the dost! tute .. Jorlty of the populatioll 

of this country. their situation bolnR the rosult of a 

single prlvl1es:~"d class, contrary ,to tile oDjectives o£ 

roal cconooic. social and political dev~lorncnt; 

III. It Is necossnry to establish a new ocono~lc 
~ 

'and ~ocial order in nccordance with principles o£ social 

just~ce and the rovolut 10ml ry Ideolo8Y ndop ted by the now 

(;o.~ernJ'lcJlt. in order to give an objective response to 
.. 

the ~eQand5 of tho Salvador~n people, tlleroby rejoctin~ 

~he preVAiling int~rests of tho Qinority; 

('lassiri<-~(i"n 

~ 

)PTIONAl FORM ~5~A 
(Fo""prly FS·~ .1A) 

J~r""lr~ 1 9 7 5 
DP.Dl 01 ~'a'e 



I IV. Docr~e :.0. 13 of thtl ~~\'ollit lon:try Junta o~ 

Coyornment j dB ted Vecci:bcr 7, 19 79, ~~!Jl>l ishcu in the 

Of£lci~l Ca'~tt= no. 228, Volume 265, of the same ~ato. 

established the necessary basis Cor the 'rro~otlon of 

a 1'0'1 icy of ch:1n1~O wi thin tho land 11: tcn!:trc S1S telll, .' 
(orbl~din~ the trans(ercacc or partition of rurnl land-

holdinus. it is necessary to issue thB lcsal proYisions 

to l~plcment such policy: 

THmU~FORll : 

By ~x~iXl~%. virtue or the authority confcrrod 

(upon the Governing Junta) by Decree No. 1 of October IS 

1979. published in the Official Gazette No. 191, of the 

same .elate, and having hoard the cons1dered opinion of th~ 

Supr~~e Court of Justica, 

DECREES: 

Tho follo~ing 

BASIC AGRARI.\N REFOR~1 LA;( 

cnrsnm 1 

3ASIC PROVISIONS 

Art~-clCJ 1. l'r i v:t tc 'Jrope rty wi th in a C(]~r.tuna 1 

fratl~l\'or~ is hereby nck.noltlcu.;:ec! nn~ gu.1r:aatccd. 

L3ndholdln~s within the 1 1::1 it s' es tllbl ished by this 

law cO::lp1y wI til the soc 1:1.1 or CO:JIlaunn 1 c.oilcci,t. in 

addition to havinl the following characterIstIcs: 

OPTIONAL rOrllA \!oJA 
(Fo:l," .. "ly ~:~,~ 1 ;lA) 

J:1n,m'y 1975 
Oep~ 01 S'~le 



,'\) Land is cxrloitn"/1 rli1"',.rf'lv tty its owner; -] 

n) txploi tation of sAid load :.!uar:mtces the .1nlau!I 

pro~uctlYity levels, in 3ccordancQ with national 

(lcrcent.~es for the'crop under exploitation; 

C) [xp.loitatlon or-' such land is carrIed out in 

accordance with th6.Govcrn~ant·s aericultufal dcv~l~p· 

:JIent plans; 

D) Land, water ~nd other rene~Qble natural resources 

are protected a~d handled nppropri~tcly; and 

E) .L~bor and social security law3 are co~plied 

with. 

Provisions incluJed in n, C, and n Of f"h~ present clause 

shall bo ~overned by a. specl:l1 St3tut~ or regulatioll . 

i\rtlcle Z. For the pilrposc of thIs 11lw, agrari:m 

raforn shell be understood to l;can tho 11:1 tranSlorn3tion 

of th~ countrr's'agrarian structure and the incorporation 

~f tho rural popUlation into the ccouo~ic. social and 

tlolitlcal dovelop!lcnt of the nation throlJ~h the: substitu­

tion of the latifundin systell by a !lora )ust systeQ includ­

ing propcrfY or land and tho cxploitRtiQn of Inndholdin~s, 

b3sea on nn equitable distribution of Innd~ on adequ3te 

crod~t systo~, and cooprchouslV8 assistance to the 

pr~ducc:rs in order thnt land ba.cooo the 'b3s1s of econo~ic 
. 

stab.l1ity for the pcasant~ as tho bnsls of his ireater 

~wel1-being aud a guarantee of, his fre~do~ aad dignity~ 

('I:t~~iriral iun 
)PTIONAL FUHM 1 !)JA 

{Formerly FS·4 I :lAI 
Janll~ry I 9 7 5 
Dept 0' Slate 



$0153·201 

.. , 

!!FfECT O~I LA~mH01,DH1GS ;\:W OTUER Pl~OP~lLTY 

-Article 3~ The agrarian ro{orlll sJHlll be applied 

throughout tba c"tire n~tiona1 to-r1tory. without rogDr~ 

to crop. location. prcduc<ivity, Ian.1 tenure syste!l, qUDli 

of 5011, or any other variable; thereCoro, 211 land used 

for agricultural, liv~stock or forestry eXploitation 

shall be af£ectod by this l::rw, wi th the cxc"pti~. and 

liaitatlons c5tabl1shc~ by th~ law it~cl{. 

Article ". Lzmd tlffectod by the present law is 

"odcrstood to be any proporty wi thin tJIC nat iQl1al terr Itorr 

belon~ing to one or ~orc individuals, e~tatcs, or associ~-

tions'o.xceedln;l O~E IiUHDRED H.EC1AR1!S for lsud within 

classiflce1tions It II. III and IV; a.n/j m;E it!J~WRED AND 

FIFTY HECTARES for lflnd ,,"1 thin classi ficOltions V, VI nnd 

VI I. Those' classifica. t ions cons ti tute th3 riSh t to land 

~KI:J: ownership reserved for Inndholdcrs. 
u . 

'k~~ Without pr~jRdJcc to provision~ in clause one 

of the present article, lanJholdinns which tio not exceed 
.. 

the linits pr~scribed by 13v shall be nf!cctcd if their 

o ... no~:s do not cOlllr1y with provisions ns e5tabllshed in 

D rt lelc ona of this law. or should the)' c:mso damage to 

r~ncw:Jble natural resources or to the Ini'lci .i tself. which 

are necessary and indispensable for their exp1oit3tion. 

OPllONAL FORM "';1A 
(ronr('fl .. r'5 ~ 1 JAI 

J"ru","{ 1!l7!> 
01.'01 ~, Siale 



t;·:CL.\~~J J 11 
MflN 

r- Land strictly ~ rC5c~vcJ (or rorustry exploitntjJn 

stuu.! bo subject. to provisions within. tllC L.:t.w for 

Forc·stry ~ploit3tioQ (Loy Forostal) 

It is presumed under th~ law that eAch individual 

~embcr of no association ~or corpoTntion)-shall be 

antltled to land tonure' in proportion to the nucber of 

sharos owned within said association or corporation. 

If ~n indivJual bolds titles t~ land, bot~ independeutl! 

and AS 3 ~c:bo~ of an association or corporation, property 

belo*Hin~ to him independently shall bo affected with 

prIority to that pertaining to him as t1 mC1!lbor of an 

.association. 

Article 6. Tl10 location of land, and equivalency 

~cc:ording to soli classification, in connection with 

owners I riz~&ts. sha 11 be deteroincd by the Sal vadorall 

Agrarian Reform Institute (ISTA). 

~uch rights ShAll be dater:iined on an equitablo 

basis in ord~r to allow na effectivo cxploitstion of the 

land by landholders or own~rs. 

~rticle 7. The Govorn~ent cay in~re~Je the land­

'hold,erst rights by 20 per cent if at the ti~e of acquisi­

tion of such land (by the S~atc) it is established that 

t.he owners have z;'%3intain~d or ;ncroased' pr:Oducti vlty. or 

hav~·othQrwls8 improved their pro~orty on or after the date 

~hen this l~v beco~cs ef{ect~ve. 

trNCLASSIFUH) 

OPTIONAL rORM 1~3A 
(Formerly FS·oI1 ~AI 

Janu~ry 19/5 
iepl of Sidle 



· - -_ ...... ---
(.1.1 ...... 111 1 ';11 ' 1111 

I In :lny evant, in (.H,~(.'r (for l:Iadlt,'IJt"Ts) to bo I 
ontitled to such dr.tits. ,evidence ·of cc::plJanco with 

labor and sociQl secllrity laws QU!\t U~ presented. 

Artic.10 8. AI'y landholder or OWIl(3T' ~.l1 continue 

, ~xpl"oitD.tion of his rroiH:rtv ulltil saiJ l'I:operty is 

c.xpr<lpriatod or acquirelt by tho St<l teo 

CilAPTcR S 

ACQUISITION OF I.AtW Arm OTllrit PROPE:ny 

Article! 9. The Stata shall nC'luire land DRd other 

ptop~rty throu!~b any legnl nellns csta~'li~hcJ by law, 

especinlly throu~h the ~urch<J5tl and expropriation of 

5:1.1')0. 

Article 10. Once the Stata h3S Jccided to acquiro 

a piece of lllnd or other property, the 15TA shall notify 

the landhoL.lcr or mmer pcrsol'l:llly, at his rlace of 

residence, if known. Ot~crwisQ, a single nnnouncam~nt 

publ! SilC"li in the Of fie: ial l~azctte. and. ti\'O Hnnounce"cnts 

ll'\.:Jior 
publ.lshed in t\(O of the locnl ncW'sl1.1pcrs of >.~~ circula-

tion shall suffice. 

The pi Inndholdcr or owner nust nr'ttify the ISTA , 
officos, in writing, of his willingnoss to sell the 

property, wIthin eibht ·J"ys (c-xccpt i n~ Sat urJ:lYs, Sundays 

a~d holidays) :lfto!' being notlfied (by 15TA). or publicatior. 

of the al1nounce~cnt in tho Official G;~ctte, 35 the C35C 

L ;!I&ly be. indicating on :hlJrcs s to receivo notiflc3t~l. 

U~Irp 
(, .I~si 

JPTIONAL FORM .1,)3A 
(FO'IT',!,t,. r~ " JAI 

J.nua,y 1975 
Dl'pl 01 Sial. 



SQl&3·201 

lJ ; ~ l. \ ,I 1, J !.. 

The ISTA 'h211 nut i (y 'J'''ncr::. V~ L"nJholdors, 

in vritin!" rt:gafdiaf. d:l~c and- tirie to ~li1pear for the 

signins of tho title uccd. -, ,. . 

If ,aid owner or landholder shoulJ not appoar on 

the-Jato and tililQ inJicatf!d, (ISlA) wll1 .fIroceed to expropriDtl 

thc~~3nJ or property in question. 

Art iele 11. EXT'Topri:. tlon procct!uTC5 shnll be 

conducted in nccortlnnce wi ttl t1le law. In the event of 
• 

expropriation, a document shall be dr~wll up, nnd 

(ISTA) 5h~11 take possession of tho l~ntl or property in 

question even before for~al transfer of ~a~e has been 

=ade. 

Once ISTA has t:1kcn possession of the 13nd or 

property, the landholder or owner, or hl~ legal reprosenta­

tive, shnll 3ppcar before ISTA to sign the c.xproprintioll 

document. A docUJ:Jcmt containing the description of the 

land or property shall be attach~d to the e.xpropriation 

docuqcnt. This.description will be provided by the Ministry 

~£ Az~iculture 3nd will constitute a title deed. Tbis 

daG~.shall be used to record the (cx?ro~ri~tion of the) 

land or property in ~Iucstion in the Renl :;stato Records 

Offlco (Oficina del Rcgistro de la rroried~d Rai:). Tbis 

offIce must register the title doell, even though 

th~ ~gscription aay not coincide with the title, providod 

Ltho'Pfoporty and the owner :lrc the correct ones. -.J 

Jl:.WI. ., S S IE Il3!) 
t:la~~ific3Ii()n 

)PTlONAL FORM ,1~3A 
(Formerly FS·4-13AJ 

January 1 975 
De pi 0' Slate 



~1!>3-201 

1I.: t L.\$ .'~ .t f-.I cj) 

The o\lJ1cr or l:tJl;,lhl)~dcr, or !ti~ lC'~:ll reproscniar 

tiYe, Nust si&n the dccd.rcfer~cd to ~~ovo at the main 

Dff~~es of IS1'A no later thlln ei&ht lCorking days aftor 

tho last notific3tion in two local n~wsp3pcrs of aajor 

circulation. 

In the exproprIation docWlIcnt and title dead on 

behalf of ISTA, the registration nUlJlbcr and lodger in 

which it vas rocorded shall bs inJicatod. Tho right ty 

indemnification shall also bo recorded. 

If the O\fil~r, 13nuholdcr, or his l~&~l representative 

should not appear to receive this iJldcrmificiltion. ISTA 

shall deposit it in the Agricultural Development Dank 

(Banco ue Fo~cnto Agropecuario), to the order of the 

owner or landhold~r and payment fOT such property sh311 

he considered as actually baving been ~nJe. 

Article 12~ If the land or property expropriated 

or crops derived therefrom should be rnortAaged, the BAounf 

of th. inde~niflc3tion or co~pensAtion shall be deposited 

in any banking institution in the country, nt the 

ordet·~f ,he agrarian jud~c. in order th~t he Day pay 

crcu!tors in order of prcference, dollvcrln~ the balance 

to tho landholder of the eX~lropriated property. 

In the event thst tho amount Jcposit~d should Dot 

b~ su~ricient to pay legal de~ts, the agrarian judge 

shall ordor that paycents be pro-rated among all 

creditors. 

OPTIONAL FORM I 531 
, (Formerly FS·413A 

January 197! 
Depl 01 SIal. 



~15.3-201 

(JV\PTi:R 4 

t;VALUAT 'u:~ JUW PAuu.!:rr 

·Article 13. Val~o or co~pens~tion of ~1 

la~rl ~nd other property acquired (by the State) sball I 

paid rartly in cluh ani} p«rtly in ~lf~rnTintJ reform bonds. 

Thi5-~mount shall be determinod on tho basis of the per­

~entD~e declared by J3n~holder or owner in his property 

t~x declaration for (cal~nuar) years 1976 3nd 1971 • • 
If a l~ndholder or owner shall huve r~ilcd to declare 

t"roperty vc'llue for the years indic.ltcd abovc,hc 

shall St3tc the estinntod value of hi~ property At the 

tble wr~ll ha indIcates his ~illingness to sell. 

ISTA sh:JIl pass a resolution at the noxt meeting 

of tho Board of Directors, exprcssinz its agreenent or 

dis:lgroctlcnt with the c:sti:'lated prapcrtr value. In the 

event of disagrce~ant, ISTA shall make a countor-proposal, 

to which tho land or property holder must reply witllin 

~nTce worling dnys ~f~ after being notified. If ho should 

rajcct the counter-proposal, exproprlntion proceedings 

will'be carried out anJ indel%lnlficat iOI! lot 111 be set -on 

the:basis of the property value as detcr~lned therein. 

If the landholder ~r.property owner should fail 

to ~ppear, tho 3mount of indc~niric~tian or co~pcn5ation 

shail be set by ISTA, taking into account the percentage 

L value of simi 1ur laud or proporty wi thin the same ar~. 
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Articlo ,14. J.:InJ nnd other prOi','l!rty ~cquired --l 
in DccoJ:"tianca wi th thJ.~ .l:l~ siia11 he p:; id for or 

cO~p'pusntod as, foIl ,,\lS: 

1) In the C3se of ~SHt. contract oC purch4s0·and­

safe, up tu sao hcctara~: 2S ~crcont in-cash and 

7S ~~CCODt i~ a~rarian, reform bonds. 

2} In the c~so of property cxccediuK SOQ hectares, 

or when such proporty has been c~rropriated: 100 perc~nt 

poid in agrAri~n reform bonds. 

3) 1:1 the cases mcntioncu in clDuse two of 

article 4 of this law: 25 tlercen t in cash oint! the baiance 

in agrarian reforlB bonds. These'bonds will be subject 

to special rOGulations rcgardini terns ~nd interest. 

Valuo of livestock and irnprov~~cnts as nentioncd 

in article 1 for landholdings or property under 500 hec­

tares shall be p~ld in cnsh. 

Capitnl liDbiliti~s for duly proven investments on 

an agricultural or livestock operation shall be absorbed 

by the St~ta under the s~~o conditions as those under the 

contract. 

Artic.le) IS. There 'Will be three types of J\r.rariall 

Refurl11 Sonds: Serios A., il, and C, lilt ich shall be re~ula tod 

by'a special law. This }:l,W shall est:i.bli.sh tho terMS, 

Intorcst rates, beJlefits :tnd other conditions. 

Article l6a 

bonds shall be as follo~s. 

--------~. ~ .. ~U~CLASSIFIeD 
( ,la~slhcatlOn 
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(,\) In th~ C~l~~ of.eCficiently. r.ult1vntcd l:rnd~ 

p~ynent shall be ~adc throu~b Typ~ A ~~nds; 

ca) In the case of lensed 13fl\1, tenant13d tarllls 

dr othor indirect forns of land exploitation, compcnl 

tlon sh:Jll be !:lado thro.,.~h Type B honds;-

(e) rn tho c~sc of Jdle lsnd or inefficiently 

cuI thrB :ted land, pnylllcnt shall ba made through Tvn,. 4 

bond!:; 

CD) In th~ I[Xl! case of llLnd lensed without tl 

contral; t n,gi S '.:ercd at tho Ministr)" of :\~ricul ttlre, 

Dav~cnt ~hall b~ made through Type C bonds; 

(E) In those cases mentioned in Article 14 -­

claus~ 3 of the present law -- pay~ent shall be made 

through Type A bonds, with a special fivc-yeaT term 

of redcnption and; 

(F) In the C3SCS includod in cl;UI!"e tva of 

Mn~ 

Article 4 of the prosent lalll. indc~niCiclltion or co~pcnsa­

tloJ\ shllll be T.1ado tnrough Type C bontf:J t after deducting 

the amount corresponding to dan~~es. and in addition to 

an1"cril!l~"f'l1 liability therein.-

CIIAPTER .S 

PROVISIO~J!\L' AmtIN I STR!\TIO~ 

Articl" 17. Once ISTA has acqui rthi ~ property ti t:'e 

01' 'the land and other rea 1 esta tc propc.?r tr. iI provIsional 

idministrative office shall be establish~d in order ~ 

• OPTIONAL FORM 153A 
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L'lu'r~nt(':" t:1C. 'following:. 

(A) Agrnrinn rc[or~ objectives; 

ii~ (B) Continuity of production God productiyity; ant 

(e) Care and .nint,cnanco of l~ln(r and propertT 

scqlJ 1 red. 

. 

l'/hcnovor there 31'0 pending hn. TV~S ts or tho cult! va­

tion of a new crop h~s been initiated, the provisional 

adr.linistrntion shall gU:lranteo the harvestinc to tho 
• 

owner or tho ~ease-holuer. proviueJ they continue tho 

pro.ducti ve process. The I STA prov i !dO:13l 3t1J:linis trat ion 

shall be in effect until all Innd (acquired by the State) 

has been allocateJ to the E~~~.si~~sx pe~sants. 

(;HAPTER 6 
R 

ALLOCr\TION OF LAlm AND OIlIEr. PROPl~ITY 

Article 13. Laud and other real cst~te acquired 

(by tho State) sh~ll be allocated to agricultural cooperA-

tiVC5, pc~s~nt co~munity 3ssoclntions and other organiza-

tions of agricultural workers registered in the Hinistry 

of Agric'Ul turo. 

L~nd and other real proporty thus. acquired shall 
~. 

)e adl:linistcreu as :l joint venture of the &ovarnment and 

such orbanizations. 

The joint venture syst~m to which. this article refers 

e~~~l be in effect until the new 12ndholders have a~quired 

t.llCl necessary skills; notwi tbstsllding this, thera vi..:t 

UNCLAtii;; Irc·I~D . a~s& Il'~ IOn 
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.2b'.lYs lJe cllllplo co~r,lln:lilon be~('~n' tIle 3tntc and iii!c 
" 

new lauc.lowners, to aclli"ve natiomll plOianill~ 

oblectives. 

Article 19. Alloc~tlon oC Innd shnll b~ carried out 

ta~ing Into.~ccount n J~namic concc~t wllich will include 

property Si%8 and quality of the soil in rulation to 

productivity and inco~e. 

Article 20. Incowe derived from the exp~ltatlon 

of l:1nu and property allotted to tho pc:tsants shall be 

applied ·3ccord i ng to the follo","inp. pr lori ties: 

(A) Defraya~ of production costs; 

(8) Fulfillmont of basic needs of fa~ily units 

within agricultural arcanlzations; 

(e) Payment referred to in ATticlo 30 of \his law. 

i.E Surplus fUi'H.ls shn11 be suhject to sp~clal tre"t-

ment in order to abt3in an ~qultabl0 distribution of sam~ 

within a given DreG and in accord:l1lce with national 

ec.onomy lntcrCSt5, strivin~ to nchicyc the following: 

(A) Creation of a re~sonablo ~8rgin of savings -. . 

.a11 
ror~ 3..,,\b peasauts in 0. iiven area;: 

(B) Developmen: o[ so~i31 benefits for the 

co~muni ty; 9.nd 

(C) Development of othc~ types of productive 

projects. 
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,\rticle 21. Cr:;:llil:.alioJ1s rcferi~d to in 

,\rticle 18 oC this l:ltl !Shall be ("ol.\;')rls~d exclusively 

of_peasants who do not own :any land, wh"ther thoy are 

'paid workers t tlf=ztl lcasc.-nolclers I secondary leaso-holders, 

or'tc1UJnt {3rlriOrS ("apa..cerhtlu·· ar '·CO'OIl05"). 

Pe3sa.nts who own la:1dbut the size of which is not cnougll 

to fulfill their b~sic necus shall also be entitled to 

~omber9hip in said a~ricultural ortJni!ations . 
• 

General ~llotrncnt Tules and priorities as well as 

sel:ec.tion cl-iteria shall bo re£,ulatcd by speci:11 

legislation. 

Article 2.t ~ Regul., tious rcg:trd ing coordInation, 

training, pro~otioJ~, credit, technical assistance and 

othur actions ai~eJ at co~prchen5ivc development of the 

a~rarian rcfor~ process, as well as an enlargement of tho 

mini£undia sector in order tG i~cre~c~ nyoductlvity 

and achieve inte&r~tion oE productive n3socimtions, shall 

bo Tcgulatod by other laws. 

CHAPTER 7 

GeNERAL PROVISIONS 

Art icle 23. The Execu tl YC Brlludl, together with the 

Cabine (Consejo de ~inrstros) sa shall defino the national 

agr3rian policy. 

The Ministry of Agriculture, in coordination with 

)thcr public sector i:lstitutions in the :lgricultura~field, 

UNCLASSIFIED 
Cla~~ific:l\ion 
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lu"orJer to prOl.1(itc tilc. agratia~l rcfrr:n process. 

ISTA shall b~ responsiblo for the L:lplecontation 

. of the process l'roviu~d it does ;Iot Gct contrary to 

ttils law. 

Articto 24. A Council 5hnll ~a established to advise 

that ;..{inistry of I\nriculturu Te~ard.in& a~!rarial( re!ol __ 

This Council shall be for!!'lcd by: 

(A) Thc rUnlst ry of Pln!lllin~ OInd Coordination 

for EconoHli i and Social Devc lop::lcD t a.nd the 

~inistrles of L~bor, Defense, Trc3sury. and 

F.conoay; 

(B) A representative of each of the following 

institutions: the Salv.:l.uo!'Jn Centrlli Roserv!! Dank 

and thB Agricultural Pro~ollon n:lnk CHaLlCO de 

F03cnto Agropccuar!o}; 

(el Four mc~bers represonting the organi%~tions 

covered ~r this 13w. 

Article ZS. Special Rulos and Regulations shall 

be .. 1ssued. no later than 90 days C1 ftcr til i ~ lnv boco!:lcS 
.r 

ef.fcc ti ve, for the di vision 0 r tho l..~-""".T by zones 

and the i~plc~entatlon ·of the a~r3rinn r~for~. 

Notwithstandillr! the abole. acC(ui,?ition of rural 

iand and/or property shall be i~plcMcntad imcodi~toly 

for ~,!tates whose. 51%0 will be indIcated in a Slloci:j 

IIliCI,fSSI r T1~n 
( 'hlSsiCic:llion 

OPTIONAL FOAM 1 !>;JA 
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De..:r:", anJ (the' StAte) s:!~ll t~}.o !·C)s~C'ssfon of sOll'2e-l 
p;, 

in t'!l~ Q&.Inn~r cstJblishccl in Artl~lc 11. 

~rticl0 Z7. Landholders or ow"~rs of land and/or 

pro~crty whoso ncrca6c. taken oi tnCI" ra:.t.~~ combined 

or separnt~ly. doc~ not ~xc:c(Hl the linits-established 

by t'h.13 l:lW n1~r soll or ;llortgafa6 their pr(')p~rty 'Without 

othor li1:11tatlous th.ll1 th050 established by other legisl:1 

tion. provided a SHorn st3tcDQnt is ~~oe beforo ~ notary .. 
public: at the ~OIMmt of siLtnlng of the tl tl~ deed and 

that. the overall SilO ot rurnl land and/or property 

does not exceed tltc li1!lts establishC'a by law. The 

Dotarr public sb311 indic~to thls'f~ct In ~ sw~rn 

Itllta[Ccnt. 

Land or real estnte which doC!s not excl'cd those 

liilitS n2lY be solcl, provided tr:lIlsfcr is made to an 

3iriculturnl association as d~scribed in Articlo IS, 

beionging to tho State and previously dcccntralitcd, 

for the dcvclop~ent of a plnn rc&:~rJinF.,'~lOusin.;, industry 

and s~rviccs. duly a.utlwril.cd by ISTA. :Io"·cv~r. land-

owner:t mnvirnnY't&age property. eitht'r :ls'a whole or in 

.part, to obtain 3upcr~iscd credit for tho developoent of 

agro-lnJu5trial production or the icprovc~cnt or their 

property • 

Any salo c~dc in violatIon of this provision shall 

~b~ void. and the St~te m3Y take possession of all rur~ 

p,roperty belonging to the. violator • 

. ll!lCI,/\ 1:"5 I FJ ED '·I ..... ..:ifi,.!llin" 
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Articlo 28. rrc~c~t Inndhold~rs or real estato 

OWJlC::,r.,.s whose property cxc('eJs the ll:d t s established 

ln ArticlB 4 of th~ present law nrc Undor obligation 

to i1aintaln their livos t0ck at the prc5cil"t levol in 
e" 

,. i 
orll0, to keep U.eir pro'Juctltve uni ts intact. 

··l 

. 
Article 29. This provision Sholll not apply to land 

and/ur r~~l cstato or othor property hclonning to duly 

regf!J torod p,gricu 1 tur~l cooperatives and peils:lJlt 

coc.TJ.Uni ty or~l1nila tions. 

Art.Lcle .30. The uenoficinrics of l.l"d and other 

property an!.l/or ~oods nnd services' ·shall par ISTA an 

amount of money that will Le appliod" toward paying the 

a&rarian reform debt. 

ISlA·shall not apply these funds to any other cuus. 

Artlclo 31. Until such tiQe as the Agrarian Courts 

lre established, all matters pertalnin~ to the ~grarian 

re{or::1 process $hnll b~ h:muleLi by tho Civil Courts. 

Article 32. All actions. proceedinGs and docu~el1ts 

rela~lvc to tho airarla~ reform pr~cc~~" are hereby 

exeopt~d froQ payncnt of any and all t~XC5. 

Articlo 33. T~tO :l!!rarlan rofor!l i'racess is llercby 

deci::ncd to be a public utility or 50citll rro&r~~. 

Article 34. The provisions of this law arc hereby 

aecl~Ted to be or public nnture. 

OPTIONAL FORM 15.1A 
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Article 15. EJ:ccutive Docree ,'Jo.- ZoS doted 

~J.r&:h 20, 1975, publL.;jcd in the Of£ici~l Ga%otte . -
flo., lS, VoluQU 246. of ~~arch 21, 1975, is hGrttby 

IlullIfied. 

Uccrac no. 43 of DeccmhoT 7, 197~, published in 

tho Official Ca:ett~ No. 228, Vola~o 26S. of the 

samo dato~ 15 hereby ~ullifioJ. 

Pro\·ision·s cQntalncJ in the Logislat.ion for the 

Est3l)11sh.~cnt of th~ S~I.vadora.n In!Jtitutc of Agrarian 

Refora arc hereby decl.ared xa nul,~,Qnd void insofar as 

they violato the prosent law. Other laws, regulations 

or decrees contrary to the present law nre also 

nulli fied. 

Artlcl~ lti. The l~ndholder's rlFI .Jr reservation) 

reco~llized throu~h the prescnr.: .l4W' shall bo exorcised 

by said l:mdhol!.lor ar OltnCT concernln!! rroverty affected 

by tho (ar.r~rlan rcfor~) law one l~~r after ISTA has 

taken possession of s~lu propurty 

Article··37. The present 1:1w shall bCCOr.l8 effective 

eig,tlt days after its Fuulicaiioo. in t~IC Official 

Ga;.ctte. 

SIG~mD AT THJl PIU'=SIDc~iTIAL rALACf; t San Salvador. 

oll-Harch 6, 19S0. 

UNGLASSIF 11m 
l'la~~ifiral ill" / ;JPlIONAL FCflM '~3~ 

(Fo,m",'. F:; ~ 1 :1A\ 
Ja"IIHry 19{5 
Depl 01 SIdle 



(Si~;l('d by) 

Col. J~imo Abdul Gutlcrre: 
_, • .Ii " • 

Dr. Jose Antonio Hor~les Ehrlich 

DrJ Josa RB::on ,'valos !Inv:lrrcto 

Ins\, ()c tavl~' Orellana S:lls, Hillis ter 0 r A!. rlculturo 

lind t.l.y,cs tack 

---c:U:;CL" S5 I FlED... 
('i:t,sifi,'alill" 
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ANNEX IV 
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By this Aqreement made and entered into as of the , 
the Republic of El Salvador (hereinafter referred to as the "Grantee"), 
and the United States of America, acting through the Agency for 
International Development (hereinafter referred to as "AID"), hereby 
agree as follows: 

SECTION I. The Grant. For the purpose of assist1ng the Grantee to 
stimulate activity and to support initial implementation of a com­
prehensive Agrarian Reform Program, AID, pursuant to the Foreign 
A5sistance Act of 1961, as amended, hereby grants to the Grantee 
I~REE MILLION TWO HUNDRED ANu FIFTY THOUSAND UNITED STATES DOLLARS 
(US$3,250.000). 

SECTION 2. Condition Precedent to Disbursement, Prior to disbursement 
under this Agreement. or to the issuance by AT~ of documentation 
pursuant to which disbursement will be made. the Grantee will, except 
as AID may otherwise agree in writing; fur~lish to AID, in form and 
substance satisfactory to AID. a statement of the name or names of 
the persons holding or acting in the office of the Grantee specified 
in Section 12. and a specimen sijnature of each person specified in 
such statement. 

SECTION 3. Notification of Satisfaction of Condition-Precedent. When 
AID has determined that the condition precedent srecified in Section 2 
has beel1 met. AID will promptly notify the Grantee. 

SECTION 4. Terminal Date for Condition Pi'ecedent. If the condition 
specified in Section 2 has not been met within ninety (90) days from 
the date this Agreement is made and entered into. 0,' such later date 
as AID may agree to in writing, AID, at its option. may terminate 
this Agreement by written notice to the Grantee. 

S~CTION 5. Disbursement. Disbursement of the funds made available 
under this Agreement will be made in one installment pursuant to a 
request for disbursement by the Grantee and subsequent to satisfaction 
of the Condition Precedent to Disbursement under Section 2. The 
request for disbursement will be submitted to the Mission Director, 
USAID Mission to El Salvador, on AID Form 1130-2 (Financing Request). 
In accordance with the request for disbursement, AID will deposit the 
funds into an account of the Grantee at a United States bank designated 
by the Grantee. 

SECTION 6. Terminal Date for Reguesting Disbursement. The Terminal 
Date for requesting disbursement of funds will be six (6) months from 
the date this ,~greemE'iJt was made and entered into. exceDt <Ie: ATn m~v 



otherwise agr~e in writing. 
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SECTION 7. Special Accounts for Agrarian Reform Support. 

A. For the purpose of financing the local currency costs of expected 
agrarian reform support programs, the Grantee will establish two 
special accounts, and within two (2) weeks from the date of dis­
bursement of funds under this Agreement, deposit therein currency 
of the Republic of E1 Salvador equivalent in amount to tIle 
United States dollar disbursement made under this Agreem€nt and 
in accordance with the terms of Subsection B below. The highest 
rate of exchange which is not unlawful in the Republic of 
El Salvador on the date of dollar disbursement shall be used in 
determining the total amount required to be deposited in the 
account. 

B. Funds deposited in the Special Accounts shall be used as follows: 
(1) $2,500,000 to finance local currency logistical support 
costs of the Ministry of Agriculture (MAG) related to implemer.ta­
tion of Phase I of the Agrarian Reform Program, such activities 
to be more specifically described in the Activity Agreement to be 
entered into between the· MAG and AID. The Activity Agreement 
will include a plan for the use of funds for logistic support, 
including a listing and description of the activities to be 
financed, cost estimates for individual elements, schedule for 
expenditur~s, and indication of organizati~nal responsibilities. 
(II) $750,000 to finance local currency costs of the Banco de 
Fomento Agropecuario (BFA) related to agricultural production 
credit requirements for new agrarian reform settlements, such 
activities to be more specifically described in the Activity 
Agreement to be entered into between BFA and AID. 

Upon written approv~l of AID, funds may be transferred from one 
special account to the other; provided that not to exceed 
$1.0 million equivalent in the aggregate shall be so transferred. 

C. Disbursement from the Special Accounts for agrarian reform 
support programs meeting the criteria set forth in Section 7. B 
shall be made by the Grantee in accordance with such procedures 
and at such times as determined to be appropriate by the 
Grantee; provided that all funds deposited in the Special 
Account shall be disbursed within eighteen (18) months from the 
date this Agreement is made and entered into. 

D. The Grantee will provide to AID, financial reports covering all 
cumulative deposits to and disbursements from the Special 
Accounts specified in Section 7. a. These financial reports will 
be prepared and submitted as jointly agreed between the respon­
sible implementing agencies and AID but in any case, no less 
frequently than every three (3) months. The Grantee will provide 
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additional information and reports concerning ar~iv;t;es related 
to this Grant, as AID may reasonably request. 

E. The Grantee will, at mutually agreed upon times, afford repre­
sentatives of AID the opportunity to observe activities financed 
under the Special Accounts. 

SECTION 8. Taxation. This Agreement and the alTlount to be granted 
bereunder shall be free f~om any taxation or fees imposea under any 
laws in effect within the Republic of El Salvador. 

SECTION 9. Use of Funds. The Grantee agrees that the funds provided 
hereunder shall not be uS2d to finance military requirements of any 
kind including the procurement of commodities or services for military 
purposes. 

SECTION 10. Records. The Grantee agrees that financial records 
re!~ting to the utilization cf funds granted by AID under this Agree­
ment and the funds deposited into the special accounts by the Grantee 
shal I be kept in accordance with the Grantee's usual accounting 
procedures, which shall follow generally acc~pted accounting procedures. 
All such financial records shall be maintained for at least three (3) 
years after the final disbursement of funds from the Special Accounts, 
and shall be made available 3t any reasonable time to authorized 
representatives of AID for the purpose of examination and inspection. 

SECTION 11. Communications and Langua~. Any notice, request, 
document or other communication submitted by either party to the 
other under this Agreement will be in writing or by telegram, cable or 
radiogram, and will be deemed duly given or sent when delivered to 
such party at the following addresses: 

To the Grantee: 

Address for mail and cables: 

Ministry of Agriculture 
Los Heroes Boul evard 
San Salvador, El Salvador 

To AID: 

Ma il address: 

USAID Miss;on to El Salvador 
American Embassy 
San Salvador, El Salvador 

Alternate address for cables: 

USAID/ AMEMBASSY 
San Salvador, El Salvador 
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All such communications will be in English, unless tile parties hereto 
otherwise agree in writing. Other addresses may be substituted for 
the above upon the giving of notice. The English language version of 
this Agreement shall be controlling for purposes of interpretation. 

SECTION 12. Representatives. For all purposes relevant to this 
Agreement, the Grantee will be represented by the indlvidual holding 
or acting in the office of the Minister of Agriculture and AID will 
be represented by the individual holding or acting in the office of 
the Mission Director, USAID Mission to El Salvador. each of whom. by 
written notice, may designate additional representatives for all 
pruposes other than revising project details. The names of the repre­
sentatives of the Grantee, with specimen signatures, will be provided 
to AID, which may accept as duly authorized any instrument signed by 
such representatives in the i~plementation of this Agreement, until 
receipt of written notice of revocation of their authority. 

In witness whereof, the Republic of El Salvador and the United States 
of America, each acting through its duly authorized representative, 
have caused this Agreement to be signed in their names and delivered 
as of the day and year first above written. 

SECTION 13. Special Covenant. The Grantee covenants to cause the 
Banco de Fomento Agropecuario to use reflows of credit funds provided 
under this grant for future lending to the agrarian reform sector. 




