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SUMMARYINTRODUCTION AND EXECUTIVE 

A. Introduction
 

On May 6, 1980 the DAEC reviewed and approved the Agrarian Reform 

Because of concerns raised over (A) the PID's 
incomplete


Sector PID. 

description of the overall reform program, (B) 

the relationship between 

campesino owned enterprise and land-to-the-tiller components, 
and (C) 

the proposed AID development strategy in the 
sector, the Mission was 

requested to submit a brief supplemental report.
 

found thatthat request. The Mission
This document is in reply to 


trying to answer AID/W's questions was a difficult task; 
to answer them
 

in a brief report we found impossible. In the process the brief supple­

mental report was converted into an Agrarian Peform Sector Strategy
 

Statement.
 

AID/W as an
 
The Mission is submitting this strategy statement 

to 
That assessment,


amendment to its 1971 Agricultural Sector Assessment. 


of course, did not deal with the present agrarian 
reform process, which
 

has since March 6, 1980 become the focal point of VSAID/El Salvador's
 

program. Similarly, because of the fast-breaking events in El Salvador
 

no review of the USAID/ES Country Development Strategy Statement, 
1982­

deal with the reform
 1982, was held last spring. Our CDSS did not 


process. It is hoped that the present document will at least partially
 

satisfy the need that the CDSS could not.
 

hopes that the nnalynin and recommendations contained in
USAID/ES 
for the approval of a five­

this document will form an adequate basi 

year Agrarian Reform Sector Program Strategy for El Salvador and that it
 

induco a significant shift in A.I.D.'a and
 will be convincing enough to 
strategy in El Salvador. 

indeed the U.S. CovernAent'a. foreign assistance 

B. Executive Summary
 

In pro-reform El Salvador, the land tenure system 
constituted a
 

serious obotacle to equitable developmeut. El Salvador's reform, which
 

already haU affected 27% of the country's farmland, and which when fully
 

it, has opened up new opportunitim. .
 implemented will affect over 50% of 
land use in order to expand production, rural employment and to improv 

r:!Salvador the time it
incomnc. A .occennful agrarian reform , a buy 

perhaps a decadN or two, to slow its population growth, invent in
needs, 

a Offtlcint induntriAl sector.its huwan beings, and to develop viable, 
must solve thme even more fundrmental problcms.
El Salvador 
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Serious constraints still exist to making El Salvador's reform a
 
The casts of
 

successful one, the most fundamental being financial. 


implementing the reform, both financial and 
from a foreign exchange
 

point of view, are substantial, around one billion 
dollars over the next
 

possibility of financing any significant part
no
five years. There is 


of the cost of reform implementation with internal 
resources without
 

The need for foreign exchange
driving the country into hyperinflation. 


to finance the reform, reactivate the economy, 
and reestablLsh El Salva­

dor's international credit rating are between 
$'50 and $400 million
 

And finally El Salvador's external dollars over the next two years. 

the risk that conmercial lenders 

debt service ratio is so low that if 
be overcome, trhe GOES could 

perceive about El Salvador's future could 
over the next five years in

$2.0 billion commerciallyborrow around 
order to rebuild its economy without its debt 

service exceeding 20% of
 

exports.
 

the Salvadoran reform is also facing significant
Implementation of 


instit!tional capacity constraints9, and is also experiencing problems in
 

to the latter, USAID/ES has
With regard
the policy and procedures are. 

to trust with GOES
 

quietly, but deliberately, worked to open up 
channels 


policy makers, in order that effective dialog on policy issues can 
take
 

place between GOES and AID officials. The GOES requested that AID
 

supply significant technical and financial assistance 
to help in formula­

ting reform procedures and to alleviate the institutional constraints.
 

AID should enthusiastically support all phases 
of the reform by
 

supporting El Salvador's initiatives to increase 
production income and
 

to
 
entablish beneficiary rights and responsibilities,
employment, to 


establish viable, nelf-sufficient, and participatory 
farm businesses,
 

in its poor human beings, conserve its natural resources,
and to invest 

There In also an important need
 

and lower its population growth rate. 


to roactivate El Salvador'a indudtry and commerca and to reestablish 
the
 

confidunce of the private sector.
 

To achieve these objectives USAID/ES is proposing that over 
the
 

next five years AID make available to El Salvador 
a total of $425 million
 

annual ansistance level averaging $85
 in bilateral ansizsance, or an 
 finance reform
 ae $50.0 million would be used tc
million, of which 

1he balance would be used for complementary social aervice
 activities. 

and employment creating programn in both the urban 

and rural sectors.
 

Because of the tremendous foreign exchange gap and because macro­

economic nepda will not coincide with the logic of projectized assistance,
 

proposing that all USAID/ES activities, except population
the Mission i 

be funded by a combination of ESF And PL 480 resources.
 



To complement the above and to turn 
El Salvador's low external debt
 

service ratio into a positive asset, 
the Mission is proposing a new
 

foreign assistance instrument--an AID 
Commercial Lending Guarantee
 

Concretely, it is proposed that legislation 
be
 

Program for El Salvador. 


introduced to permit AID acting on behalf of the 
USG, to guarantee up to
 

$400 million of new external debt which 
is either incurred or guaranteed
 

by the GOES during FY 1981 and FY 
1982.
 

The USG should, of course, continue 
to prod the multilateral banks
 

to take a more active posture in PR 
Salvador, but if they do not have
 

the appropriate mechanisms or the will 
to do so AID must do the job.
 

The Salvadoran reality includes a damaged economy, 
grinding poverty,
 

civil disorder, massive unemployment, 
violence and the threat of violence.
 

It includes a private sector that is 
increasingly accepting reform, and
 

it however, also lacks resources.
 is now willing to work; 


now also characterized, however, by 
a new
 

The Salvadoran reality is 


hope in the countryside-albeit mingled 
with fear and insecurity; by a
 

fiew work mystique among ISTA and MAG 
field staff, by tears in the eyes
 

they witnes the formal installation 
of their associa­

of old colonon as 

tion's new Junta Directive; by a fierce determination on the part 

of
 

many campeninon to work to make a 
reform that is increasingly theirs a
 

reality; and, {inally by a small, but 
growing group of noble Salvadoran@
 

who, even though they could fly to Miami or Costa Rica when their lives
 

are threatened, continue to work fourteen 
hours a day, seven days a week
 

to make El Salvador work again, to make 
their reform a reality, and to
 

make their country a freer one and keep 
it that way.
 

the United States' own
 
in for the latttr reality, a well an


It "
 d lel to dot-o.ntrum~nan
ri th aptoprinto flnn 

If we 
self-inrereat that El Salvador's Agrarinn reform meritn 

AID'n full support
 

othera will not, or can not help, then we must do the job alone. 


do not, or allow our institutional inertia 
to get in the way, then El
 

Salvador could become a major U.S. foreign policy disanter. We helped
 

turope after World Var II. Surely we have the ability
 
rebuild a war-torn 

and capacity to make available appropriate levels 

of effective assistance
 

to El Salvador today.
 



SALVADOR'S DEVELO 
I * The IMPORTANCE OF AGRARIAN REFORM FOR EL 

The Pre-Reform Agricultural Sector
A. 

Approximately 1,450,000 hectares (70%) of El Salvador's total
 

Of the farmland about
 
land area of 2,098,000 hectares is in farms. 

662,000 hectares are in crops, 553,000 
in pastures, and the balance in
 

Except for urban land, non-farm land
 mountains, woods, and other uses. 

forests still remain.
is primarily mountainous, some 

The national population in approximately 
4,500,000 of which
 

Thus the available farm land,
 
about 2,700,000 people (60%) are rural. 


including marginal land, is ap3roxinmately 
two-thirds of a hectare per
 

rural inhabitant; considering only 
crop land, there is less than a
 

quarter hectare.
 

For El Salvador's rural poor, about 
2.1 million peole, limited
 

accees to land, small farm sizes, 
insecure and costly tenure, and poor
 

land quality, constitute important 
strands in the web which have kept
 

them in poverty.
 

Close to 740,000 people, about 35% 
of El Salvador's rural
 

Most, when
 
the wages of agricultural labor. 
poor, depend exclusively on 


employed, earn less than the official 
minimm daily wage of 08.16. 1/
 

farms are too small to provide the familTe 
About 83% of El Salvador's 

who work them with sufficient income 

to rise them above the absolute
 

poverty level (even when off-farm 
income is counted).2/
 

In 1971, 70.7 Z of the nation's farms were 
smaller than 2.0
 

Small size, moreover, was compounded
 
Has. and 86.7%, smaller than 5.0 

Has. 


tenure forms other than simple ownership, espicially 
by the predominance of 

Land rental was the most common 
non­

(see Table 1).

among smaller farmi 


Colonia, a system under which large 
land
 

ownership tenure form in 1971. 	 usually a
to grow what was 
owrners let farm workern living on tha 

land 


small subsistence plot in exchange 
for serces and/or a share of the
 

1971 (6.3% of farms) but was
 
crop, was still an import-	 c tenure 

form in 


an in 1961.3/
even then less important 


at the
 
T1 Vr16 at the official 	exchange rate of 2.5 equals 

$3.25; 

A smll
 

"free" market rate of 3.3, 	the equivalent of $2.47. 

percentale of organized farm vorkara earn up to 011.
 

USAID/El Salvador, Agricultural 
Sector Assessment, pp. 45 and 50.
 

2/ 	 per capta incoes below $150afinlevel isd as 
Absolute poverty 


(1969 dollars)
 
the tenure form for 24.6% of farms.
 

In the 1961 Census, Colonia was
3/ 
use and simple rental have apparently
 Other forms such so 7Frs 
 A recent study indIcAtON,

the expense of Colonla.
increased at 

still a factor in the tenure of
 

however, that lsbor obligations are 
 be
 
and that share-cropping also continues to 

soe 60% of rented farmn 


Lportant.
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According to the census, simple renting, 
alone, c: in combina­

in 1971 the most common tenure form for
 tion with an owned plot, was 

Maxinum rents were regulated by decree
1/
farms smaller than 5.0 Has. 


A March, 1978 decree, for example,
 
and the conditions of lease by law.2/ 
 for eight month's use,
at $86/11a.

fixed rents for Class II and III land 

rice i.nd rent averaged around :.71/Ha. 

That small farmers paid such high rents 
for often poor land is 

r 'ry. Land purchase prices were
 
an indication of overall lt:d 

credit for land purchase was not
 
correspondingly high and long-


Purchase thun was not usually an 
alternative to renting for
 

available. 

the poor.
 

Land Ownership as a Function of Farm Size 

Percentage of Farm Units
 
Size of Holding 

Completely OwNed 
(has.) 

24.9 
Less than 2.0 

53.2
 
2.0 to 4.9 


79.5
 
Over 5.0 


39.9 
All farms 


Derived from 1971 Agricultural Censui.
 SOURCE: 


In 1971
Salvador was quite skewed. 
Land diatribution in El 

that the 19741 farms larger than 100 

census indicatedthe agricultural 
Ila. (0.7. of all farms) had an area of 409,462 liA.3/ (28.2% of all
 

at the other end of the apectrum, farms under 2 Nas.,

farm lands); 

farms) and had 151,326 )Ias. (10.4% of 
numbered 191,527 (70.7% of all 

f0.7% of all farms) 
farm area). Similarly. the 202 farms orer 500 Has. 

an ar.s greater than that of the
 
had an extension of 218,641 Ilan., 


which only had 212,571
under 3 (over farms)Hisas. 80% of

216,874 farms 
the nitua. 4 - i that larger farms contain

Ilan. A factor which aggravated 

fertile, and flatter landsl
 

mont of the country's well wataril, more 

in hills, mArginal areas.


smaller farma tend to be 

'roblem may exist here because a racent sample
Acn definitionWX7 20% liad cash rent.that aboutthe oriante indicaten onlystudy in 

- reqtIro, for example, !hat a written 
2/ T1he provision or that law 

Th , law in2.osea be executal. 
toto-y~ar automatically reiratble 


widey igtioril.
 
has., are eatimated at 

3/ IIlidingh, an opposed to farMM, over 100 
has., or 36.7% of the farm land.

approximnstly !,25,000 
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The skewed distribution of ownershipl/ also 
contributed to the 

Although in
 
underutilization of scarce crop land 

and soil degradation. 

that which is
roughly the same as 


El Salvador the area in crops i. 


suitable for crop production, 
there exists ar. estimated 150,000 

has.,
 

now mostly in pasture or in fallow 
on larger farms, which io apt for
 

150,000 has. in
 
crop production. A ccrollary is that there exist 

some 
Over 80% of the
 

on smaller faims which are not 
apt for cropping. 


crops 

than 5 has. is cropped, while farms 

larger titan 
land on farms smaller 

Both idle lands and natural pasture 
rake
 

100 ha. only crop about 40%. 


up much rreater percentages 
of larger farms than of smaller 

farms.
 

Salvador has adversely affected the
 Ilie land tenure situation in E1 


well-being and incomes of the rural 
poor and has frustrated efforts,
 

to
 
both their own and those of others 

(including the GOES Lnd USAID), 


A few examples:
improve their situation. 


Land rental charges in the $70-80/ha. 
range have a serious adverse
 

the incomes and capitalization of 
small land renters.2/ A
 

impact on 
a two-hectare plot is considerable 

compared to
 
$140-160 rent for to corn 
the $600-$700 of net farm income 

from that plot if planted 

and beanti. 
The USAID/El


Small farms can not abborb available 
family labor. 


Salvador Agricultural Sector Assessment 
points out that high struL­

rural (and not only sepsonal) labor 
underutilization occurs on
 

farms smaller than 10 has. and that the smaller farms are, the
 
ILO study cited in
According to an 
greater the underutilization. 
 the highest rural labor
 

the USAID Assessment, El Salvador has 

underutilization in Latin A.erica, 47%. 

Insecure tenure and land renting are 
Oistacle5 to capitalizing the 

-

Although parmanent and specialty crops offer a much
 small ftrr. 


higher return per hectare than do the 
traditional basic grains, the
 

generally in'olved il establishing 
them .annot be
 

larger inveatment 
if a ,mall producer could
 tenure in insecure, even
justified if 

afford to pull land out o! production on an already 
sall farm
 

until permanent crops generate income.
 

%lot that Akaed. relatively speaking. 
tst it)uto In Salvador vanTT l'anamA (.73), Nicaraguain 1950 van .83.The Cint coefficient (.l0)l, and Urulavthe Dominican Itopublic
(.74), Ronduras (.76), 

than Vl ralvador in 1950. 
had mors equal land distributions(.9.) 

Arqentina (.96), )Vcuador (R),

lbrasil (.H4). Columbia (.05S), (.91),Coats ttice (.90), Veneguela
Guatemala (.07), 'ord (.07), 

mote unaqual landI ,llat.ibutoml 
Cilo (.9.1 and Polivia (.04) had 

at &l., 19)64).
in that year (M. ::eliga'in, P1O, quoting Pluaet, 

art,. hoever, probably a short-run spur to higher
lAnd rontrla2/ otlsr Itand, a akoved landof, Ohelaend otst1liatiOts.output anat rtntsl

tnav-srity leands to artificially high 
d1iatriiuti(m atrtt tenure in to

irtit. latisai the rentor forced 
sortrwi Avr-titilIrmtand results in orootonovor-utlitratlon 

In the long-un, lower owt put.becoae a ahrt-term mAximiTar. 

and roesirc degradetioon anti 
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to extend credit, technical aseistance, or public 
- Numerous attempts 

services to a larger percentage of 
farms have beer. frustrated by
 

small farm size or tenure relationhipo. 
Servicing larger farms
 

is generally institutionallyto producticnwith services related 
Tenancy may also
 

more cost-effective than Pervicing 
raller ones. 


on many of the Ldrge haciendas 
pose other problems. For example, 

public servicea cucn as
resident tenants,

in El Salvador which have 

electricity, potable water, schools, 
and clinics have not been
 

tenant popula-

On those having concentrations of 

lartla 

extended. 


aervices could have been prvvidad 
ia a cost-effective
 

tions, these 

did not providz them because their 

provi-

Often the statemanner. 


sion was seen as the responsibility of the 
patron whose property
 

yes improved.l/
 

the planting of
 
Extension efforts to encourage soil conservation 

or 

- werereasons

rented hillsides for conserrati 
permanent crops on 


often frustrated.2/
 

costly tenure, and
 land, farm size, insecure or 
In short, access to 


the quality of the land constitute an inter-related 
set of factors and
 

incentive system which have helped 
to keep the rural poor in their
 

the poor to the land,
Because of the property relationships of 
poverty. 

the "capitalization" of the poor, 

both financially, physically, and 
from
 

a human capital poht of view has been 
inhibited. In addition, environ­

mantally unsound land use was fostered.
 

The Reform's Development PotentialB. 


Land reform ha. opened up new opportunities 
to improve land
 

sAlvAdor in order to expard production, rural employment, 
and
 

use in El 

land, either unutilized or marRinally 

utilized
 
Good, tillable
incomes. 

tenure system, can now be cropped. 
Similarly,
 

for pasture 'ecause of the 

is also much land to, steep for efficient production of 
annual
 

thet 

them) that would be better suited for 

is used forcrops (though som improve
Tlhere are also opportunities to 

tre crops.
coffee and other 


and other land Improvement program. 
the urse of land through irrigation 

Agrarian refr, therefore, will involve more than taking 
over existing 

it will be an opportunicy to intensify 
the use of land, 

production; and expand
mall farmers,and incomes of
increase the natlunal product 

amployoert opportunitiss.
 

investmants.
1/ ix incentives did exist to take such 

2/ SonA onera did enforce certain coweervotion 
practices on the land
 

eint burming.A comos prohibition wes a
they ranted out. 
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Agrarian reform holds these promises because the land 
tenure
 

system has posed a considerable obstacle to eliminating absolute poverty
 

in El Salvador (and often in developing projects 
it was not adequately
 

It is posable, however, to exaggerate the importance of
 
considered). 
 fundamental,

the tenure system in relation to other, and perhaps 

even more 

1) a
 

factors contributing to rural poverty. Among others these are: 


high rate of growth in the rural labor supply, 
2) little slack in the
 

supply of non-labor agricultural resources, 
3) limited good employment
 

investment in
 
opportunities in other sectors; and 4) the low level of 


Land reform is not a panacea nor will it resolve
 rural human beings. 


once and for all the problems of the rural pcor 
in El Salvador. In
 

order to realize the development potential of 
the land reform, it must
 

to be efficiently provided,

be well implemented, supporting services have 


sound policies adopted, proper incentive structures 
developed, adequate
 

capital must be provided, and collateral social 
investment realized.
 

Perhaps the
 
The foregoing require the reestablishment of civil 

order. 


success will be the human factor.
 most important factor in the reform's 


Human skill, vigor, effort, ability, organization, 
and management will
 

be the key,
 

A successful agrarian reform may buy El Salvador 
the time it
 

requires to slow its population growth, to invest in its human beings,
 

and to develop a viable, efficient industrial sector. 
During the time
 

twenty years, El Salvador must resolve these
 bought, perhaps ten or 

Doing so may enable it to step back from the
 fundamental problems. 


brink of the almost Malthusian cataclysm on which 
it is tottering.
 

I. rl SALVADOR's AGRARIAN RUFORM PROGRAM
 

Reform
A. Earlier Eforts at 


The Government of El Salvador hai long been aware of land
 

tenure as a social and political Anua. An agrarian reform agency was
 

in the aftermath of a large-scale campesino revolt
 established in 1932 

a very large number of campesino deaths.
 whose suppresion resulted in 


The agency has mince gone through several changes 
of name, organizational
 

The present organization, created
 structure, and operational methods. 

called the Salvadoran Institute of Agrarian Transforma­on June 6, 1975 is 


to raise tho social and
InTA's general objectives are
tion (ITA). 
the small farmer thrnugh the prov1sion of land, techni­

economic level ot 

as well an to increase Agri­

cal assistance, credit and other beenfit. 

WIAlD/EAS attempted in
 

cultural production and productivity in general. 


to develop a project to support t.e newly created ISTA
 
the middle 1970'a 

in its land acquisition and sattlement program. ISTA's 
predecasors had 

acquired 67,711 hectares of land, 810 of which was adjudicated to 10,700 

1976 when ITA announced that it
 
families over a period of 4) years. In 


land in the VsulutAn

planned to expropriate soma 56,000 Hap. of good 


resistance developed 4nd the GO15 legislature curtailed IT'u
 area, 
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legal expropriation powers for the project. AID at 
that point stopped
 

actively "pushing" an agrarian reform program 
but continued to be alert
 

to possible forms of supporting a ceform effort. 
ISTA, on the other
 

hand, continued to acquire properties through 
voluntary sales and by
 

From 1932 through June
 
June of 1979 it had acquired nearly 14,250 has. 


of 1979 ISTA and it's predecessor agencies had 
acquired 82,165 has. of
 

14,563 beneficiaries.
 
land of which 61,650 las. was distributed to 


B. The Reform's Dimension
 

On March 5, 1980 the GOES with its Decree 153, Basic Agrarian
 

initiated El Salvador's agrarian reform, and
 Reform Law (Annex 11-A), 

less than two months later, it can already be classed as 

among the most
 

to be undertaken. 1/ The law decrees affected
 
fundamental reforms ever 

all land holdings used for agriculture, livestock, and forestry which
 

or
 
exceed the ceilings of 100 hectares of lands classed as I, 11, 111, 


IV, and 150 hectares on lands classed as V, VI, or VII. All 
land apt
 

only for forestry (clans VIII) are affected.2/ In addition, holdings
 

under the ceilings can be affected if any one of 
the following five
 

criteria is not met:
 

1. land is worked directly by its nwnei;
 

2. minimum productivity levels are maintained;
 

3. stnte agricultuial plans are followed:
 

soils, water, and other renewable natural rescurcel 
are


4, 
appropriately managed, conuerved, and protected; and
 

labor and social security law are complied with.
5. 


1, 3 and 4 will be regulated byTho law staten that criteria 
the
 

implemeating regulations. Criterion I wan amplified by Decree 207, 


which in further discunned below.
to the Tiller" lan,so-called "lAnd 

The basic law further provides the authority and general 

procedurea to ba used in expropriating land, makes compensation provisions 

for assigning the propertie to campenino groups. The c mipeaino organiz­

atione to which the land is assigned must be constituteWi--Tvely of 

be they salaried, renters, sub-renters, share­landlus carpeslncs 

croppers, colonon or campesinou possessing an amount of land that is
 

Preference in to he given to
 
insufficient to =et their banic needa. 

have worked on the acquired loodo for at least one year ae 
those who 

with

T7 und 27% of the country's farm land has been affected to datel 

11, over .01 viill e affected.the completion of Phase 

ued by tho M.1/A Weol ConervtiOn
ane ano
2/ LAnd Cl4h@so are the thoe

W Ar~,co.
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Tn special
 
ranters, colonos, share-croppers or in other 

dependent forms. 


cases lands can be rssigned to family or solidarity (jointly and severally
 

liable) groups. The lands acquired are to be 
administered jointly (cc­

gestion) by the State and these capesino groups, 
with the co-?estion
 

system lasting until the new groups are trained 
to administer them.
 

The income generated by the properties is to 
be distributed in
 

the following order of priority:
 

I. 	Payment of production coats;
 

2. 	 Satisfaction of basic needs of beneficiary 
family groups;
 

Payment of the ISTA's "agrarian debt".
3. 


the subject of special treatment in order
 Any surpluses are 


that they may be justly distributed within the 
affected zone with
 

attention to the interests of the national econowy and 
in order to:
 

all the bene-

I. 	Create a reasonable margin of savings foi 


ficiaries in the affected zone;
 

Develop social programs for the community; and

2. 


Develop other types of productive projects.
3. 


to beneficiary rights and responsibilities, 
it is
 

With 	regar 

state. The law, for
 

also 	important to focus or. what the law does t.nt 

atineson
 

example, does not provide for ownernhip of the land b:" the 


Similarly, the law does not state who determines how the
 enterprise. 

distribution of enterprise income in to be 

made.
 

to be sorted out
 
The above questiona and many others will have 

later, cither by legal modifications, by implementing regulations which 

rActice An, precedent, or by local
 are still being formulated, through 

the (GOE"waited to work out these details, 0he agrarian


decision. 114d 

reform would probably not have taken place, or alternatively, would now
 

be ao bcgged down with rules and regulations an 
to be hopelessly ham­

in perhaps a
 
strung. To nay that agrarian reform is a dynamic proce. 

true. For example, the COES
 
clichi but that does iot make it any leas 


during one week in MAy issued three decrees dealing with the reform, 
No.
 

and No. 222.1/ These decreen, respectively, deal with
 20, o. 221, 
forming of caEesino groupa, and technical
 bonds for co=pennatinn, thea 


?,imilarly, commisriono hava been formed
 modifications to the basic Inv. 

to plan implementation of the Land-to-the-Tiller decree (No. 

to attempt 

207)2/, to draft a nov crmprehenoive law, And to attempt to correct
 

errors and parfect systemn.
 

uI.r., and I.J, respectively.It 'nxen t.1, 

71 Anex l1.C
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In this process of reform implementation forces both inside
 
Some,


and outside of the GOES are attempting to influence outcomes. 


acting on the basis of their ideological pre-conceptions 
or the experi­

ences of other reforms, are pushing for their ideals; 
others are defending
 

their self-interests of those of their institutions 
or group; still
 

others are trying to perpetuate a legal system 
that has evolved over
 

have unknown or undisclosed agendas, and many 
are reacting


centuries. -,me 

The actions of all, including


to the situation as they perceive it. 

tempered by the Salvadoran reality which
 those of GOES institutions, are 


includes civil strife and disorder, a lack 
of resources, a depressed
 

economy, a certain amount of personal risk, 
institutional inertia,
 

insufficient communication with field levels, 
the agvicultural calendar,
 

and the decisions already taken.
 

B. Phase I
 

On March 6, 1980, based on Decree 154, ISTL, leading 800
 

agricultural sector technicians and backed by 
the millitary, intervened
 

Presently, ISTA has 238 of
 279 holdings believed to exceed 500 has. 

The exact number of
of 251,000 has.l/
thu.e properties, having an area 
 (372,000


bene ciaries is not known but is estimated at 67,000 families 


persons).
 
on the Phase I fa-,-a has
 To date, ISTA's principal objective 


to keep the
 
been to minimize disruptirns to the productive process and 


them working - a very reasonable short-run objective given
campesinos on 

increasing levels of civil disturbance and the 

otate of the economy,

the 

but one which could have long-run prcjudicial 

consequences should camp.­

to year-round work regardletis of the productive
minos become accustomed 


processes' labor requirements.
 

intervLned under Phase I constitutes some 14% of El
 
The area 


of the
 
Salvador'G farm land and in estinated to contain around 14 


387 of
 
country's coffee hectarage, 31% of cotton, .4" of augar cane, 


. These lands then 
of corn, 5.2 of sorghum, and 7% of bean,rice, 13. 


important producern of export crops but grow 
only a small percentage
 

arc 

possible exceptions in atrifetorn areas,
of the bAnic grains. With some 


hacienda operations ara proceeding rolacively normally, 
and on most
 

USAID staff membars have visited ooze
 
production in being maintained. 

farms on which some new arenas had been planted, especially to corn. 

To date, an Important factor in maintaining in oraration the 

Phase I hAcidlh has bren ovrdrafts by I;TA on the P;,tnco do omento 
illion and a himilar aWUnt of in-

AgropCcuario (nfiAm of at least $15.0 
thAt administrativehave reached I,.,,Ikind production credit. Poporta 

! .Ptincipilly bvcAutin mnny trAnnactions had not been regaitorad, but 

cadadtar problema, fi1 properties having
also bec..AI of technicAl 

had l0s thAn 500 hAM. or Wtre .onC1, urAln Anti shoutld
16,200 hat. 


of thuse propert ion wore
not have boen intervened. Tirty.threa 
of the properties


faturned itX-e11dately and ehloh, lnter. Tlun , 17 
0"i uthOirp their 

now hold aro ,itidr ',On hA. 1Drrem ?"6 of 4Av 

rma (7'1,rash). An unknown 
p~tchate ;n accordance with phana I1 

arsu,
00 ham. pet'h-po 12, were not t$an in 
nur.;)oof holling ovwr 

th- VadAltr WaA inC(Mplete and in "liberated" areas. lte*#
wh(re 
will b t* Vin 1t9111. 
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inadequate, and moreover, no decision 
has
 

controls on these funds are 

been made as to who will amortize 
these overdrafts and how.l/
 

presence has been
 
is not clear how irportant the MAG-ISTAIt 

the farms, nor, on the othet hand, 
in maintaining orderly operations of 


presence of many of the farms' old managers
 
how important a factor the 	 -

Because many of thea.AG technicisus 
have now been withdrawn 


has been. 

and one ISTA technician will stay 

on each farm - it may soon be possible
 

To minimize the effects of this transition,
 
to arrive at a conclusion. 


new managers are being hired to replace those dismissed by the 
campesinos
 

on some farms.2/ These changes are being mAde to enable the MAC to 

perform its ordinary functions and 
in order to prepare for Decree 207 

and Phase II.implementation 
to
 

some of the problems encountered in 
Phase I, 

In spite of 

In fact, it is surprising that
 a success.date, it must be qualified as 
 serious.
 

given the turmoil in the countryside 
problems have not been 	more 


do with cotton, 
too early to judge how tht reform far--J will 

It is 	
crop in the sector, because planting is 

most technifiedperhaps the 
the end of July.3/

from the middle of June tonormally 

C. 	 Phase II 

I, theindicate that Phase 
Conversations with GOES officitla 


farms between 100 and 500 hectares, 
will not proceed in
 

acquisition of 
in Phase I which stretched the operational capacity
 

the saie manner as 

It is clear that 


and other MAC entities to their limits. 	
the
 

of ISTA of farzm than 	 in Phase I 
times the numberof perhaps tenintervention 	 a 
sector and that the basic law calls for 


could not be managed by the 	 for Phase II
The timing and mechaniums 

different acquisition procedure. 

these advances constitutes a very 
PotentiAlly, amorti.ation of 

were reallyincurred that 
serious problem. X.any expenditures were 

paying ex-colonoo to fix fences. 
of a farm improvement type, e.g., 

types of ex-penditures are 
paint treei,, and improve roads. These 

year's production and should 
not properly charged against this 	

toannual crop credit lines 

therefore not be transferred to the n,, 


those 
they m y be passed. A possible solution, apirate

vhich crop crodit and incorpcnrate
expenditures from this year's annual 

them into the coats of property acquisition (i.,. into the 	long­

torm agrarian debt). 
fact costly "old" managers
 

/ The "new" managera being hired are in 

to he a tawnager

nhiat is developing appears
other fares.from 	 were owned by"recycling" system, Because most phase I ftar-

important.
of these vAnoters ,s doubly 
ovners, the "recycling"absentee 	

fars tuntion and coinStite an irportant 
They wera key In making th. 

Mist 1* stire,11 hers. Tley were 
pool of managament talent. A caveat 

"A* require onstdr1*bl 
all "fired" by the can-posinom. smayafter

"freeducation" beca%)* the r onef0p*oopl. %1o they formerly told 

do will now te their beosse (and as mnagers of the farin, 
wlat to 

work of their now 1osses).to organito th.they will now have 	 10 toI eat ihatoso atcotton productionAi .1 the mid,ll fif July, 
60% ot 199, with most probhl,-n being in phase II frma. 
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are now under discussion at high levels 
in the GOES, but they are still
 

One model that is being developed is the operation of
 
to be defined. 

Phase II by regions over a specified 

period which would permit a more
 

orderly, logistically more simple process 
and which might give a certain
 

the operatorm of farms not yet intervened.
security LO 

problem of the insecurity of the owners of farms in the
 
T'ni 

These farms, which comprise about
 
100-500 has. range is a serious one. 
 the backbone of
 

about 23% of Salvador's farm land and are 
340,000 has., 
 may result in post­
the export economy. The insecurity of their owners 


The GOES has attempt­etc. 

poned planting, decapitelization of 

the farms, 


that intervention has ended for this year and
 
these owners
ad to assure 
 First, the basic law grants a
 

strong incentives do exist for planting. 


to those owners who do not decapitalize 
and maintain
 

20? larger reserve 

as, 100? cash compensation for improvements made
 production, as well 

and second, there is always the possibility 
of expropria­

after March 6; 

left idle.1/
tion if lands are 


that rhase I is already starting

'lae (OES officials point out 
 owners


sell have been received from 1hase I 

in that nunerouu offers to 


37 far--* under 500 ha., mista.enly taoen under Phase 1, 
and because the 


are being acquired.:/
 

probably many, including the landswnere, who wish
 %ere are 

that Phase 11 culd go avay, especially because the COgS ha. stopped the 

nr yet arrived at a firm plan for its 
interventicti process aud has 

11 
.iusion considers it probable, however, 

that 11hase 
r.1su=ption. 1e 
will tsVc place if tho present governzant stayis in pover, and highly
 

tLks place like Pha.. 1, vith massive
II vill notprobable that la.,ae 

level% of production


In Any case, r-Aintaining reasonable
interveontiono. 

I'haae 11 owner* understand the rules of the 

and exporto require= that 

oeem to.
ga". At presant. they do not 


DI. tecree .0'i 

to the Till r law, exropriated
Decree :07, the no-called La4nd 

through ranter, share­directly exploited, i.e.,
are not
all lands that benofit spproxi­
anti tEi- purchese gree..wnts. Thie decree vii cropper lawmomn 200,000 has. Tis 

"ately 1(W.000 tera fazilien vvrking perhaps 

the transfer of property rights of up to 
unltk* Dare* W provides for 

1,7 1
 Tle procedures for
 
s*ven hectare5 ,n those Vho Vorke,! the land in . 

I-ave yet to " estateblisd.rtitht effectiveovakigig theao 

heard that unplontoled rottm, lands vill to* 5 Offrilm have 
t) It ht* v re deon It wouldI be possible

oxpr,,ptlat l after July 
lands (tihe 2 oetltr&) this 

a (or rtoll tM these
to planIt at lab 


year,
 

*to t~oing Ititne' over to sionoraic 
rto. l'ssi.- vlibaisul4-~ 

rama, have all.s,!y tovn volunrtelty 
torone41! aeventeo.n ptae 


tt tut tourth5e) fly
(vW1 ?TA ronutte.n.
ov i.re
over t-j th 

as A(Or? * etc. )tsny Ate in 
fCaea utittsiio aorf) V*4eoodrt4ti 


i e "Io! -.01 -foe* to **It haey. ibes 
'1tot" gol4b a ft.nd P0 l 
*44#,ito I.IA, 
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Decree 207 is a radical departure from past experience, 
and
 

was imposed on an unsuspecting bureaucracy 
and an unknown number of land
 

It is meeting with a great deal of resistance, 
in part, because
 

owners. 

of certain technical flaws. For example, the decree appears to lock the
 

actual pattern of land holdings in place 
for the next thirty years
 

because it forbids sale or rental of the 
newly acquired parcels during
 

that period not even with ISTA permission. 
Yet, many 'campesinos are
 

renting very small parcels from various landlords (due to past hesitancy
 

to rent more than a very small parcel to any 
one campesino), and a Land
 

consolidation program could prove highly desirable. Although the facts
 

are perhaps exagerated by the law's opponents, campesinos do rent land
 

from one another, from family, and from otherwise 
incomelesi widows and
 

orphans.1/ Similarly, the law charges ISTA with its execution 
even
 

now charged with, not
 
though i"SrA's capability to implement what it is 


is far in excebs of its capabilities.
to mention Phase 11, 


Berause of ISTA's strained capabilities, the 
GOES ordered ISTA
 

to take no steps towards implementing the law 
but did name a committee
 
It also comrmissioned a
 

to plan for 207 implementation not using ISTA. 


legal drafting effort to integrate the reform's separate laws into one.
 

reform law has now been drafted and is being 
studied by


The "integral" 
 legal
The ISTA institutional overload and the 
high GOES officials.2/ 

drafting exercise haVe caused significant and 

damaging delays in Decree
 
.


The decree's implementing regulations have yet
207's implementation. 


fallow areas (Ai.ichWh st happens to
Some other rechrical problems:
17 
were perhapa not rented) in whdat has evolved 

from a slash and burn
 

the GOES collect the land amortization payments
system? How does 
25" of the "renters" paid cash 

when atudie shlow that only about 
and/or exchanged their
 

rents, others Pharecropped (around 30) 

marketed their surpluses?
land and only 25%
labor services for tE 


a labor service
Some 40Z of the "rental" arranKements involve 

all work for the owners and are
of some type and almostobligation 

Will those "renters" risk unemploycent to 
paid cash for that. 

given high uneploymant levels 
clai their rights under Vecree 1207 

and the (act that txot of their incom to not frcm their plots? 

the proposed law to reported to hsa!e certain goad pointsSAlthough 
it would significantly
the campeatno orKenitation.
in relation to 

and reportly would "llut" 
raduce tle area affertmi by phase f1, 

ean* of various dispositions. i~ich %Aen takenDecree 207, by 
reduce the nuaber of 20 beneficiaries slgnificantly,together, %itld 


207 " utting". the 
perhapa evn d(vn to 20.000. Aside trou the 

require a lot of further wrk to laprove
draft law rsportetly Veroll, 
on the presnt legI laionl it to unlikely to bae approved by the 

,taosro,, Without signiticCntsteh Jid pss Ehe originalJunta, 

inOdift(At ip".
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is still required.
to be issued and detailed implementation planning 

There is little doubt that these delays and proposed 
legul modifications
 

constituted a concerted effort on the part of 
certain high level GOES
 

Fortunately,

officials to emasculate Decree 0207 by reducing 

its coverage. 


not been successful.
that effort hae 


1980 the Junta Revolucionari3 de Gobieruo issued On July 11, 

the MAG to proceed as quickly as
 clear and unequivocable instructions to 


possible with full scale implementation of 
the original law's concepts
 

the Tiller's
 
and it rejected alternative proposals to scale 

down Land to 


The JRG did agree that ISTA should not be the implementing 
coverage. 

that the extenion service,
entity and instead accepted a HAG suggestion 

entity, DIDECO and the now functionless
CENTA, the community development 

up for the field effort to implement Decree
 Inspactorfas Agrarias team 
a new institution
 

-07. The mortgage banking function would be handled by 

of COFIWTA, a now obselete institution
 which would acquire the aseets 

that had been charged with financing land parceling. 
COFINTA has several 

highly qualified employees, $4.0 million in 
cash and a $40.0 million
 

bonding authority, but it never started operations.
 

On July 7, 1980, the Mission received a requebt 
from COFIhrA
 

for technical asisLance in the technical and administrative
 (Annex II) 

organization of the institution which is presently called 0OFINTA 

to
 

"wake it adequate to the functions and responsibilities which will be
 

In Mission conversations with COYI'TA representatives,
assigned to it." 


they indicated that such assistance would include 
advice in drafting now
 

in short, the whole institutional
 
COFINTA legislation and its synteme 

have been proposed for the new institution, awng
design. Various names 


ame ham been| lSUYV' CO*'UFIYCA.others: (VINATA (rejected), CA, No 

The 1AG 1a also requested technical assibtance and has
 chosen yet. 

asked the Mission to plan for operational support for i:=ediato Decree
 

technical 
207 irnplemantation. The Mission after having offered this 

assistance is now atts=pting to find appropriate 
advisors.
 

and even higher levels of terrorist
The potential for suse 

rithts, of
if the increa'ed aspirations, and indeed 
violtuce is great 

frustrated. The creation of an 
forser renters and sharecroppers are 

impossibly complex land registry snarl As perhaps 2O0,OOO or rAn parcels 
io a real
 

euddently need definition, registry, and vrregale management 
especially markilg

possibility. :igilarly. credit, input delivery, and 

must b* creted for the beneficiaries who torterly. in many
*yet&" 

their patrot~s for those service*, because of the
 
cases. dependsA on 

area in Cho 
problama associated vith it, ecroe 207, more than any other 

variety of technicAlaroorm, eeds immeidiate ottentinn and greater 


than it to now roceivlns.
advice 
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III. MAJOR CONSTRAINTS 

A. Financial
 

I. Costs of the Reform
 

There are no cut-rate agrarian reforms, 
and El Salvador's
 

Although the GOES Ministry of
 will be no different in this regard. 


Planning is presently preparing an Agrarian Reform 
Plan, which will be
 

in 60-90 days and which will estimate 
the reform's financial
 

issued There have,
 
to date, no formal GOES cost estimate 

has been made. 

costs, 
 One, done
 
however, been some preliminary estimates 

of the reform's costs. 


cost of the reform's first phase at
 
by ISTA in March, estimated the total 


for the compensation of former
 
$1.2 billion, of which $586 million was 


ISTA's calculation probably over-estimAted 
former owner compenla­

owners. 

ticn, included large expenditures for housing 

and basic services
 

consider that a substantial portion of 
the
 

($289 million), and did not 

resources.
the credit need were not new 
$250 million it estimated as 


time dimens'on, did not contemplate
ISTA's preliminary estimate had no 
 which had not yet 
coots of Phase II, nor of "Land-to-the-Til]c_"the 

the costas of the reform was 

been decreed. A first-year estimate of 	

made
 

a presentation to AID/W.
 
recently by a noted agrarian reform expert 

in 

the reform as being approximately


He e.Amated the first year's cost of 

targeted to improvements 	in
 

$220 million, of which $75.0 million was 

oth these attempts Illustrate the
 housing, education, and health. 
 incoplate information.
 

hsazards of quantifying the unpredictable 
based on 


the Mission has attempted a
 In spite of these hazards, 

of the costs of the reform cver the 1980-84 period. 
preliminary estimate 

that it to the Minsion's
the e ti-ate the reader is warnedIn evaluatillg 

lb haAsed on a series of ansumptions about basic 
best guesa and that it 

in order to estimate the 
vhich have rot yet been taken.

CGOUS dacisions 
a minimum program the afollowing anaumptiona 

were made:
 
Coats of 


the (;O." will implement PhAse
A. 	 It unn assumad that 

1'HIl. I'anter implementation of 
11 over a three-year period starting In 


have higher fitl~nCing requirezrnts Lut perhaps lower
 
Phase I! would 

It farcs are being decapitaltzod
coats (to the extent that Phaseeconomic 

of present owner uncertainty);At present and 1e.-au,6 

the illb. Ilhe Pstrate aOCuMe4 that . Vwnt to 
am quirlly as poaalble@

tllf.r' of "L.and-to-0-1i llot" 
save to definitive 

deter the bul1v of the 
C. 	 It van aarume'l that the (;Or,. Vill 

ftoely nee|edt social aorvice invoutuento to the 19145-1990 
refors ooctor'$a 

mAde early Inowpendturom w-uvld be
period. A uintmos oookint of theme 

the porloj with Amounts itCreasing 4t It. end, 
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Clearly, differing assumptions 
wzuld lead to somewhat
 

different expenditure levels, but 
nevertheless, the bulk of these expenses,
 

Major"locked-in".reform are 
at least those directly related to the 

variations could occur in social 
service expenditures related 

to the
 
to beare consideredin this estimateThose includedreform sector. 

the minimum possible given the caEpesinos' 
human decapitalization,
 

their increased aspirations, 
and the need for short-run 

improvement in
 

their situation.
 

The Mission's best estimate, which 
is presented 	in Table 1,
 

is that the minimum Agrarian 
Reform program will have financial 

require­

ments of over the equivalent 
of a billion dollari ($1,032 

million)
 

Some $389 million would be destined 
for
 

during the next five years. 


new agricultural credit, $286 
million it cash compensation 

to former
 

owners and agrarian debt service, 
and $356 million for reform development
 

unity
 
and support, which includes 

$255 million for the areas of co 


development, health, and education.
 

needs of the agrarian reform 
are
 

The foreign exchange 
estimated to exceed $1.1
 

In Table 2 they are 

also quite significant. 	 course, be
These coats will, of 

billion over the next five years./ 	 sector will
 

the exportable products that the 

more than compensated for by 


Still, chould there be serious foreign exchange 
shortages ove­

produce. cause shortages of needed agricultural 
the next few yearn, they could 


inputs.
 

2.The eform'ti rianing 

a. 	 Internal Source 

of thethe financialIt ahould be noted that 	 coat 
be shared bythe (0Or'-, but will 

not ba borne entirely by
reform will 

they and their enterprises service 
and amortiro 	the 

asthe campesinoa 	 estizate t'e refor.i'a financial 
agri anldlt. Thum, in order to 	

I:uet be Ude Of soe esti=At*
and the 114I.ing PYsteM,the COI!cost to 	 to the servicing of the 
by the rsform's bensticiaron. 	 thethe ccntrilutiot 	 not an easy one bvcauas neither

debt." !'uch An stinats in"agrarian firm.schduls Ireit" amortitaticfi
of agrarian ,deht nor 

structure the 	
of the £.L52.Q

1n contribution (.16 milion) 
eSl-t.AteThe Kis al'o bost 


in laille 1.

i also reuiontod 

hcatiso annuall
th it ancteril eosteece.@ 	 ofexeianKe coafto 	 ,dtirnc stoutT77-frvslri 	 tonorates torelign evhatise 

Altricultafl (reldit 	
Tho over a tive-ysw

ry'tit It t re|lt.A ovoty111 ilb e 	 e 
""t $13exrtito 4eeAfl gottae3 16 etl"% X* 

jefit' the tofril 
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TABLE . 

FINANCIALPRELIMINARY PROJECTION OF AGRARIAN REFORM 
US 1/(MILLIONS OF DOLLARS)REQUIRE2ENTS, 1980-84 

1984 1980-84
1983

1980 1981 1982 


59 389
51
110
56
113
NEW CREDIr RESOURCES1/ 

COMPENSATION O" FORMER 52 35 286 
20 91 88 

OWNERS (CAS1O)2/ 

REFORM DEVELOPMENT & 
SuPPORT 
Land to the Tiller 3 1 1652 5
Impltmentation 


3 2062 A 5 
Reform Training & T.h. 


12 
Farr.or Oranizations, 


6 IIPhase I 

Farer Organizai%:ons, 1223 31 3
Tiller 

2 24
6
6 6 

ISTA-MXA-,FYA Oporations 4 

1 2 3 3 9 
Land Vito plrovteont 
Raform P'lanning and 92 2 2
1 2
Tvaluation 


15 102

24 26 26 


sub-tota1 


9jt. 1YI -K.Y1I.AT1' C1'9 T
 
DrV1t'$.01"i.T, 11),% iT! 4
 

65 75
40 A5
1DATbo:I:,lr...,J T 30 

184 1032
269 194
174 211
TUTAI. 

0061 rat, $koril ;actor -9 1657
41 so
10?iel.I %,tc 

T7--1a~1 Asa A
 
71 To~ ;,nat A
 

I ai, lo, A$-.nl A
 



TABLE 2 

A1C.alt ;? I=;* w 

?4rz1$W2Eharhge Need. of 
198O-19' (Killiotam 

1980 
-.ckin@ ry1 111 

the Agrarian Refoa 
of U.S. S) 

181 1982 

139 183 

1983 

202 

1984 

219 

1980-84 

861 

1riq: :' 

TT 

: u. 

A L 

~tic--O / 10 

,14 

142 

46 

20 

205 

44 

22 

249 

26 

27 

255 

17 

27 

263 

143 

110 

1,114 

Si ; #wwd t.j.t 3,0.9. 

•Cf str?CT " .C tUr 
€f agricultural cre4it (the ratio of 

-a t and machine" to agricultural credit 

! 

ji 

3cz.#s i=d vz.:-;tratt' cv',e@r are zev abroad it is assued that 

C: te ;.au t.. to tbC=i vil! t.e converted to foreign exchange. 

III C. t,. o a :*!cr e1 zzm t aad Support Expenditures froa Table 

&.-a zz t * for.eigv czcthaszs cost. 

I 
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A~suming an average yearly campesino contribution
 
financing over the 1980-84
 

of $43 million, new GOES and banking 
eyatem 

period will average about $163 million 
per annum, of which GOES expendi­

tures would be around $85 million. 
Should campesino debt service prove
 

as it vell may, GOES expenditures would 
increase correspond­

to be less, 
 To put this 
ingly and could easily average $100 million 

per annum. 


estimate of GOES expenditures and debt; 
requirements into perspective,
 

In 1979, the expenditures of
 
it is useful to compare them to the 

pant. 

a $100 million level
$500 million, thus 
the GOES Central Government were 


1/5 of al expenditures made in 1979.
 
of expenditures would be equal to 


the reform on GOES internal indebtedness
The impact of 


will be even more marked. 1l Saivador'n historical public sector 
internal
 

is as follows:
 
debt (in the equivalent of millions of Dollares) 


64.1

1974 ................ 
77.7
1975 .................. 


1
15.6
1976 ................. 

119.9
1977 .................. 

185.1
IQ78.................. 


low in relation to El Salvador's CDP levels ore
These historical debt 
no agrarian reform. 

and to the likdly finatcial requirenenta of the 

retor-= olone will necssaltAte debt levels of
 
It is stiated that thiz 

even excluding additional GOY:S internal 
to"e S600-FPO million 1,Y 1982/fi, 

to for-rc-empenmetlonprogrtan. Total
deficit financing for other 

71 0 million, of which name 156 
oare i eostimated at the equivalent of 

of agrarian
cati that will probably be raied by the eale 

million will be 
than pooanitliliale 

to the 1ban.itng avyter. cther this 
roforr thie 

to raiade cabh for forner owtier ctpensiatlofl,
tO the , anklllg bmtc= thus.narelatively low liquidity
AtKrArlfan ttor=- f1l'end= 4;p;.ar to 1,v of 

itert glanceAltlouth at 
ahould rvt add greatly to inflationary preonure. 

the eio ion of (1 .6 billion (-1.() mill ion)
whcrh outhotirooDocroe 2(3, i 

ma thn.n appe-ar to be quite liquid, 
of agrarian teform bedon, e tbonda 

Infattoraof the ?~ecree indicatem that Vey
artrtul exarinaticomar. 

art atill under the control -f .4l'-. nnotary
lI4ft-ItYdeto;antiiti tlheir 

Authoritel.. 

lerause the level
It h* .esnoullloted 1y eat that 

lto 7,I of(;
no12Pr. ut Ibo retor 1nterttAl lot, tedne IS (nl' st 

rosto ,t the jetor" ptoitran
ri-,, exi to for (inanc ial t the

i 191fl) bmar, 
that I,1crLaaon! 

. Orcititl;AtlY, hovevar, glivn atist all 
$zltarus Ily t, 

IStItnilg .yaten. the ae­
vt'.I h4ay to te a,01r1ed Ily the

I.+.4.teoten 
the raleitylto tit-snre 1nternally t not1,ai6lttin+Ipnt]LIel .. .. 

:..10 AL In
.IS 0 '* alicth, tut tat lt 0,

the lovel %if 41.ttlebt 
+ aol, Iti feet , 0.0 lo(. f'i ­

0te lovel of +titaefaIti4n .1e.!t @@ 
oertort a 4 v Yti ,tA~is LV p. ulie 

4*YilPr ,.iflittI 54fW to 
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There is a considtrable r!sk that in El
 Instruments harder to absorb. / 


Salvador's actual circumatances, 
large increases in in'ernal indebted­

ness, coupled with lagging production$ 
and strict exchange controls
 

The annual rate of inflation in 
El
 

could trigger a serious inflation. 
 1980 reached 22,31.. Increasing 
Salvador for the first three 

months of 

of liquidity not acco=panied 
by production increases could 

easily
 
lavels 

Other indications of inflationary 
pressure 

double or triple that rate. 
credit extended by the banking system increased 

in the first quarter: (l an 
51%; (2) the money supply (Ml) increased at 


at an annual rate of the Central bank increased
 
35., and (3) credit extended 

by 

annual rate of 


13"^.2/
at an annual rate of 


capacity to internally finance the
 
In examining the GOES 

the agrarian reform, consideration 
must be given to the needs
 

Costb of The need to reactivate the
 
of o,.her sectors of the eccnomy an well. 

its jobs, -.ny entre­
industrial sector, uhich has 

lust around 30% of 
Given the
 

is an extremely pressing one. 4
 
preneurs, and =uch capital, 


high urban and rural une-ployment, 
jobe must be creAte


present levela of 
-unt bo=chow assure that rEl S&Lvador 


new, centrist Govern--ent of

and the tances an expansionaryUnder these circu 

the populace hasnadequate food. 

doubt the correct one even though Its
 
ibmonetary And tiocal policy no 

nge rate consequences
n the longr ruti, its exch 

inflationary effecto and, 
3 /are -nknon. 

han had ouch a tradition of price 
07 the other hand, El alvador 

of "money
tA~y exiot here a greAter degree

therestability that 
-ple. during the 1955-75Vor axathan in other countries.illusion" At anIndex only incretued 

general vholesale price
period, the the in­

p.,a)i and even during the 197,-78 period 
average of 

1.. p.a. %ittilArly. intetest rates 
in that indri woo onlycreaoo nId 04o,.MAic 

kept vory lub. blecauno or the accurity
have been the public'n reAction 

fcult to predict vhatit to d ' situation, Interesta hiKher than unual 
Vould be to a (;0)1"! bond ipaup vith 

in ordermaght to be attezpted
an lua. proiablYrato. '.,till ouch 


1ok up exceus liquldity.
to 
cc "uw fror the unclseseitod portion of 

vhlch2/ See AL0 1. Table ), 
JUne '3, ORO. (OPLOO

(kL)CA P.OIOAliW. ClArk Joel.' inth1 dAta are on 
report v1ic. iurtrher discuso il. 

of Dr. Joel,* 

1 I At: iCr~s
LAL /tIm and P

inflation, etxchatgo I utrol
offoct of 

1ho tar athatL ttel ;Sail the 
AArIC11t10 Control

t'et V 41,valua Io1s1 On 
and 11Oaa1 thpot 

.sei $iVfnRC3lie P10 |salvadu1'se!.cta. !Coe n lte at (C 4) 
to tt c(741.#rvaSiLvleast in par~t, 

to I),# CAACM han alveyo beeoi Atse at 

eanotty *n tio$jral polity. 



?Nacional do-otergenciapThe recently issued CON Plan 
or Internal I1nAebt~d­1980 contemplates a significant increase in the level 

In 1980 alone that increas amounts to the equivalent .t $826.8 
nasa 
miLlion, but beIcause',the money supply is only planned to increase by the 

that nev indebtednessor 14.22, much ofequivalent of 	$145,2 miliou, 
in addition to increased Internal 

most be agrarian Telm bods..1 
-tmergencyPlan also proposes significant tax refoms,indebtedness, t 

among tbwl 
1. a selective consuinptIon taxi 

a enral value-added tax; 
14R' w1Lt2. 

3. replacment of the ViAIta!4J 
t for urbana) a property txtt 

and rural proprties, and 
b) a tax on the appreciation of ro propty; and 

for incom tax purposes.4. a real-a-ification of fizm 

Sowever, even 	vith these reforms, the Mrgency P1an only w ts a 92 
fro 1179, butin 1980 central goverment current revenuesincreased 

a 542 inrasm In current enpediturea as can be seem In Table
prograim
3. 

Zn 	s=, tbre a' iountin pressues a'e 140 to 
leame of domstic borron-g-, to financeincrease the publi sector' 

t agrarin efom ad National brgemmy-Plan ad to,reactivate the 

industial AMd COhe setors. There to a-limt en bow far and bow 
*'* can to with Increasing its Inten=l idbtdness,quicte do03m 

0oca that Limit is reache In a small. am& dmagei, ecnom.hevever. 
niting Its Imqorts, inflation could sky-rocket.that is 

The Laplicatins of Increasing levels of domestic borrowing 
for AZD and ot ar donor progrms r discussed In Part Z of

by the 0t 

tbf paper.
 

Wee,db. rnmmtsainriso the Jame Up, IWO balme of paymtsTable 4 
goe "Pe alem solm rersentsanalsi carried out by CluaA Joel 

that analyst' a pioJeotion. it is buei em the asm~tjmalmlited in
 
a im To I .....m 10
mI s oat lat toil rees ntendAm 	 NU 1460P	 letmdelsa In wee s In te JawS 	 to $n 

the deeh~ae prejeeted by binm
m 

o 9 besauseI is
I 
temi It to aesmed 

i;te proeat prooe.that aborttrm debt doe La IMO ViNld be owdtsed 
us Laremetin does su. loth puojeeta "me that top""s wUlot 

a 10.152 dMo e)ove 1979 Is 	 maml toe. (in real two 

i"' repmr potato " gu ht mush an WueL--- s laterea dobt §n
19. 2WaeqdivLmet to 	a:54% imeroes ta doe mos suply eve 

die dttfreom A& be Laiusrt~ beas wel d"l t 
t~SOWinb smelle trA&PUSs' ea"MM them 	 plm is ful of Othomof $93 msLU Mlbintm~h"wbwe Ie PIs that the 133 ofIf 01t POpeeUmPOasiet VTp0poesi

their leaw poWOWhi WMAc bed' oet malls La pili mts, 
ailt eveileble ad eiUS11Y diebead be vedmed to ado w mee 

do fom m atal Me "beiv4!Jg U~ 
smu"ta raw"eivea111ftI&~ IS proosedA that 
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Table 3
 

SnW*ARY OF FISCAL SITUATIONe OF CSNTRAL GOVER144ENT
 
1978-1980
 

(INs 4ILLIONS OF COLONES)
 

1980 
Original Emeramy


Actual Actual Actual 

Budget Plan___

197198 179 

1292.8 1324.1181.8 1027.0 1215.4 


current Revenuesl 
1123.0 1294.4782.8 835.2
uruent ] pcndtutSS 706.3 

Surplus on Crrent Account 475.5 244.2 377. 169.8 30.4 

C Ltnl rip dituc eos 5 3-1 .- 5-4.6-

Cuo cl t E eituresDirect Investmnt (1'byscl36 
anm flancial) 406.0 119.4 171.8 

Iee*;
126.1 

30 . 
9481 

Transfers 100.3 123.0 131.1 1419 

m 99.4 111.9 73.9 2.22.1on 
Prior Tear - -

MstLai@f ub@Da 29.3 33.0 28.5 28.7 285.7 

Total hpodwiwros (0stic
Amorttsstt) 

overall Deficit' 

1212.6 

30.6 

1124.6 

97,6 

1253.0 

- 37.6 

1647.4 

-354.' 

1772.2 

A477.4 

ylsaasLS lqired (Nt)" 

Baurl 52.0 96.7 30.0 143.7246 

.. 23..
110 .9 .OW604 6...21 .2 

ashida e.tst* 
4 

at, Net of aw~tisatiL peymest 

s DU"W. 
~ 24 f.eVt 1971-79 Msi Ofg10"L 1WO bWsdgdS 1 ,0 preliinarPies fo *" frlast olus, brp6V 

vIm j.211a is 3, Img tepes 

PREVIOUS PAGE BLANK
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TABLE 4
 

EL SALVADOR 
OF PAYMENTS PROJECTION~3BALANCE* 

1980-81
 

Dollars)(in M.t11li'ns of U-S. 

"191'1980 

9 9.O pt list c.e. Emegi ency Emerg ency
 

~s6~Planne
(Central Bank) 

966832872
1134109 


655rt 08 60 510 510
 
.... 685 687 600 60
 

as 86 715.2
cotton 2
20
14.14
27 
 12
1 12 12 112 

sugar 


0 220
51204 * 
4
 

1othero.L (to outside cA01) ,-- 232 220 * 20 22
4: 


-Ji2-14M*-1(C.1040
2. 3ap~rtS 
-Nm439 

3. ServicO es SU 
5
55
et564. ftnaecl-

5. Cet.. " l al .... ON=11*. .:A ount ef r M 10
 

6* capital total (Net) -4111300 
30
131
.v -1911 . 1.1' so 2 


.. . .-


87 O5 2
 
40
otileial, longter 

. 

+ + ?0
i4 m 

" +&"kipesSecto 

k -

+ +"
33 90.
 + .
 
"+ " 
'+
+ ' 
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4:.
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In analyzing the drops in reserves of the differing
 
the first quarter
 

projections it must be kept in 
mind that by the end of 


Salvador's net international 
reserves were negative by $14 

million and
 

that reserves in the first quarter 
were drawn down at a rate in 

excess
 

Salvador has managed its negative 
reaerve
 

of $18 million a month. 


situation by mortgaging 1/3 
of its gold stock and delaying 

payments.
 

If it implements its
 
Salvador is caught in a squeeze. 


imports will be required. Not implement­
emergency plan a higher level 

ot 


ing the plan could lead to an even worse socio-political 
situation,
 

Delnyinc payments, selling gold,I/ 
or
 

which is difficult to imagine. 


involuntary roll-overs of commercial 
debt due would not be good for
 

supplier/creditor confidence.
 

External Borrow-in c. Commercial 

Although El Salvador is an oil-importing, 
developing
 

looking at its public externAl 
debt
 

country, one would not think 
so 


from Table 5, in 1978 the public 
external
 

As can ue seen
situation. 
10.6% of CDP, and its service only required 3.7% of
 

debt vas equal to 


its export revenues. The estimates of these ration 
in Table 4 are
 

a alight increase in both is projected for 1980
 
similar for 1979, and 


mainly because of the anticipated 
decrease in exportn and a slower
 

growing nominal GDP (real CDP 
growth will be sharply negative).
 

one
 
If El Salvador's low external 

debt service ratio is 

it
 

reason why the country finds itself in the 
situation that it's in,2/ 


it is assumed very conservatively
its future. ' 

is also the key to 


that over the next five years 
nomial exports only increase 

at 8t per
 

1984 it's exports will reach about 
S1,470 million. If it 

annum, then by or $294 million, of those exports could be 

is absumed further that 2OZ, 
one dollar of debt nervice can 

used to service external debt and that 

lollarn of debt (El Salvador'o 1974-1978 ratio 
and not unreal­

support 8.8 1981- !alvador should be 
istic given falling interest rates), then by E1 

In other 
support clone to $2.6 billion of public external 

debt: 

able to able borrow in the
 

of El 0alvador should be to 
words, the Covernment fiVe years and much 

of $2.2 billion dollars over the neAt 
neighborhood of the magnitude involved,becauseif exports recover. These sums,more from private sourcen.

to primarilywould have come 

up at the OYS' doors. 
However, lenders are not queing 

no 
In 

even Cany ordinary supplier 
credits to the private sector are 

fact, to trim their exposure
have atteDptedtheir tiourcealonger available a. to lendbanks cannot be expectedcomaarcialhere. International 

tray os., 200,000
Kold stock of 550,000

Aso many, El salvadlr'o 00'- at $,,100/o . would n et 
been mortgaged and if nold 

or., have if at 5600/or. would fetch 
million. ili rotaining 350,000 or. sold 

from possibleThe ,mount available$60,000,000.an additional 
equal to 5.10 milliCM.gold thusale Of 10 

people.
2/ It has not invested enough In its 



TABLE 5
 

EL SALVDO'S EXThrMZAL PUBLIC E£3T RATIOS 1974-1980 

(Mllicrs of U.S. S) 

Glop 

Eterna1 
Public 
Debt 

External Public Debt 

as a % of GOP 

EDternrl 
ebt 
Service 

xportS External Debt Servim 
as a % of Exports 

15-4 1,577.4 174.7 11.1 12.8 462.5 2.8 

i975 1,791.1 242.4 13.5 21.0 513.4 4.1 

1976 2,2S2.4 283.2 12.4 19.2 72D.7 2.7 

1,97 2,847.6 280.3 9.8 o 64.3 972.4 6.6 

i 'T 3,071.6 325.7 10.6 31.5 845.9 3.7 

1179 i. 3.503.2 383.1 10.9 43.5 1,134.1 3.8 

1?90 2/ 4.07.9 562.6 13.9 63.9 1,080.0 5.9 

y Plan, O980.
cst4mte basJed an partal lvIomtic in GOMS Ni ticral ED-!rc

1UISSk#rn 

tI azoE cn lnatlctai 1cr 5cy Plan, 1980.M~ssi ! 
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when the newly nationalized banking system (which 
included some of their
 

subsidiaries) immediately defaulted I/ and when they perceive the situa­

tion in El Salvador to be chaotic, and the 
economy in a downward spiral.
 

lntermtional donors, and especially AID, 
would have a role to play in
 

-- El Salvador
 
El Salvador even if the situation were not 

a critical one 


a poor country; under the prevent circumstances 
our role, ,hich is
 

is 

further described in the strategy section, 

will be crucial.
 

3. Financial Contraints Su _ary
 

A great deal of e.phasis has been put 
on financial con­

fundamental to the reform's
 
straints in this paper because they are so 


For example, if greater financial and economic
 succausful implementation. 

resources existed, phase II irplementation 

could begin immediately.
 

Toe cots of implementing the reform, both financial and
 

are substantial, around one
 from a foreign exchange point of viev, 

no possibility of
 the next five years. There in 


billion dollars over 

the coot of reform implementation with
 

financing a significant part of 
 The
 
internal aourcen wthout dr.ving the country 

into hyperinflation. 


to finance the refor=, reactivate the economy,
need for foreign exclidngc 
 norsewhare
 
and reestablish El Salvador's international credit rating are 


And. finally, El Salvalor's
 
between '350 and $400 million dollars. 


no lay co=pared to other developing

external debt dervice ratio is about Elperceiverisk that co:=arcial lenders
countries that if the 

could borrow around 52.0 
future could be overcome, the (OX1;

Salvador's itsorder to rebuild 
over the next five yCars in 

billion comercially 
its debt service exceeding :0Z of exports (even if thses
 

econocy vithout 

should stagnate). 

b. Policy and rocedural Constrainto 

have long speculated about agrariAn
Although S;alvadorafn. 

for reform draftedhave been =&ny unl. plaented plans
refora and there 

vas insufficient plarning
actual !-Ofor belan, there

in the pent, vhen the 
were "ado very quickly'han. take-over

for it. Preparationa for the I 
very closely
taken and it details were 

after the political decision was 
would be ein1iuz. Planning for tte refortm's 

held so that opposition 

further Izplumentation continues to be innufficient and inadequate and
 

Is* closely held. 11hu innufticiancy of prior planning
it aloo tontinuen to 

boen rompouthd by changing leaderahl; within the guvernment and the 
has 

have aoved so quickly that priority i1plWmntA"
reot and related events 

approval of policy
tion nr -Is have taken preaetionco over ,tratting and 

and procodure.,
 

,ei.o laued to coffee 
tJ.VCAlt ver due to batik tarantees vih tad

T7 they defoultea end with 
Vith eoortitln nati nlised,expottlta. 

eituaton has nw been rva*diodt en 
th their garantorm, This 

1eyet iects pteciously short foreign exChane.PAWfOtrper retdituto 

Tis debts were not jo~le.-oveV,
 



-26-


The foregoing is compounded by the fact that this radical
 

reform is being carried out by a high officialdom which is essentially
 
that all their heart is
Often, one senses
moderate in its orientacion. 


The latter is especially true
 not committed to the reform's measurei. 


with regard to Decree 207, which by some key COS officials is erroneously
 

viewed as a misguided and entirely political. U.S.-imposed 
reform measure.
 

This opinion is sincerely held by many key GOETS officials, 
and it has
 

It can now be said that
 led to efforts to cut the scope of Decree $207. 


their efforts have not been successful. These differences of opinion
 

have, however, seriously impeded the development and approval of sorely
 

needed policy and procedures, not only on Land to the Tiller but also on
 

Phases I & I1.
 

the

According to the basic law, the JRG enunciates policy; 


Minister of Agriculture prepares policy proposals with the aesietance 
of
 

an eleven person ..viory co-ittee; and ISTA and other .MA entities
 

executo policy. There have u:derstandably been co-unicativns problems
 

up ind do-n thio chain of cc-.And. 

The koy .X.2C-IrIA co-unicationo channls have eupecially 
-_uch of etemi irem the highly

suffered frc. muu~l diutrust, uhic.h 


nature of IfTA and its internal ad-_inintrative disorder.

politici.cid 

-- ny ti these ear.y probl@oST*,ere are strcng indicationa that 
.orked A capable, experienced Kiniater of

in the rotor-- ar bei:n out. 

who fully oupportS the rafor-m, !As ben :=d. and t!0 new


Planning, 
Vice-Xinioter of Agtriculture A capab!e, young military officer with 

ly beci-imn the focal point of
agr.cultt;ra sector cxperiace it, quict 

are vor.ing feveriahly to draft
the reform fott. :'evera-l 


a ati AAM ! 1:0C.c r 07
l~pls~en~n ra nsOf t ha baa iC 

Tic U:.I:)'. 1. tlf 9wrkd(;uietly but 1!lViertly to open up 

iin lu'S ifg thna At the hi ghest
chrnnal a of t tutj Wit (I". poli) make to, 

pol it- Iesib ( en takO placetit or dotr thit afft cci kdialug&tonlevali, 
('11: An,! All) otf I(iaa. The plojec t V.anu.IrK procous las bee*n

between 
r.V,!it for i.e6 efftrtA. .. ih(1uVh th4 style

an OpecOCiAlly f(ective 
markedly the atoreotypica!at advisory asilatance peohApa di r al !rcn 

or that of 
foreiEu axlo vtio vittaper into titesar of the ch-e. of state, 

it o "Tore
the be evolont table psounder, 0he 31ation t convinced t'at 

han the hiph profIle "tirlid capert"effective and rA4te *$'pt-iptiate 

0ty1e, aerrcially liven the videsproad, albel r errto.uh, I vadoran 
opin"wn that this raforu is to. . Inspired aMl

(AInd .Atin-A-orle, 0) 
top ot.
 

http:errto.uh
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Our collaborative style has already resulted in significant
 

policy level inputs with regard 
to establishment of phase I and 

Decree
 

This 	document is
 
207 credit policies, procedures, 

and mechanisms. 
 this
 
An earlier, and someldhAt less 

candid draft of 

another exAnPle. 

strategy statement was trALalated 

into Spanish, discussed carefully 
at
 

the ministerial level whsre it 
received unequivocable endorsement. 

A JM
 
the draft circulated and
 in conversation that 

amber hal indicated to us 
Our approach has resulted in GOES
 

was discussed at that level as 
well. 


requests for assistance in the 
design of Decree 207 i=pler.entation and
 

the
 
institutional dimensioning, a 

request from the highest levels ot 
ID
 

GOES for asaistance in municipal development, 
and a request that 


a new general agrarian reform 
law.
 

critique a draft of 


Still our most effective work 
are not "high profile"like 

the
 

in mutual "brainstorming" with counterparts
 
foregoing but rather occurs 

In these conversations we have 
discunsed:
 

at all levels. 

increaaed
 

1. 	dargers of tampering with 0207 because it 
Ias 


renter sapirationa and the need to do provisional tilling
 

and pay ent collection and hov that might beat te done.
 

Vlano tot extcr.ding the reform into 
th. need for tirm
2. 	 -- v
a prcuant umor
thc oze ti-e re= Phase II which will at 


umcertainty;
 

in the producerof casual l4taorero
3. defining the rights 	 the

the righit of mez.daret VI-A-Vl
association and 
association;
 

aseocitions and
 
g. 	thie relationrzhi4 betvaen I:.A and the 

e
 
to n -m nAge-- t; and


the wv 5 


of ph1ase I broan1CiAfri$1Iu1,1 
, .Ana Of ilnCrOA011tf the 


and hlar ipln, ployzent.
 

2Ic.A 	advisore
have 	paidt for the aort-ton
Finally, our fun-ds 	 W". workfrom 	Alb) vith variousar a-longthWho have bewn vorkiny, (at 


groups which are doveloPi n policy optiune.
 

eottvrlit ri nlio
C. In t 


the airticoltural istaOrf'
 
ta rtafOn'a filrt otago fnti(s4 

taiU.
veil, tivoll the 0wrtou 

ixetituttoofl to 1iupruvt'. T;ey dll 	

the tuis-oerf a!d the
in aintiClipati~i of 	 t

IUTA 	had rooltact *r: *taft(i vehirlea, iatool i o, 
other 0*Ktaral lietituttolia reiotced4 It viith otAff 

vie otrtn#4t, tihe v1ole aoztor
vith 	that rtintorcoife
etc, ithieven 



-28-


Over the last year many of the
 
both human and material.
for roesources, 


sector's vehicles have been burned by terrorists and there were not
 

Because of both human and material constraints 
the
 

enough for the task. 
 as the technicians of 
erpropriAtions vent slower than planned. Now, 

other sectoral entities are being reasaigned 
to their respective units.
 

will become even more pressing, precisely the burden on ISTA and the BFA, 
becoming more complex. The refor's 

at the tiz when their tanks are 
_quo. Now, i=provertnto need
 to maintain the atatus
iAitial challenge van 


to be .de.
 

in the reform villinvolvedtasks facing the institutionsThe 
use changes must be considered and 

For Phase I. land
be monumental. 

labor; the former owner reserves must be carried out to absorb more farm; ca=posinoleaven rvo viable 

defined equitably and in a anner which 

organizational and technical training cubt be carried out; credit, input
 

..rketing system-s must be established and perfected; and 
supply, and 


technical assibtance provided.canaerial and 

propertysooothly next year. the 
If phasa II is to begn 

-ubt be more carefully studied than for 1PhaSe I, 
regintries and cadnoter 


logiotico plnnod, proce-urea dcir,ed, vehicle a4nd suppli"ei Vurct.164, 

approacthe =uot be considered. 
etc. For thin phase new 

nr.an an 
iecree fZ07 Vill requ're the intui:ng of pethaps an 

the organi-ation of its
 
200.000 provinionAl Ar.d definitive titles, 


thez with influence Andto provideinto aabociatiotia
benaticlariva otcntat.,Iiah.zent
bcale production and tArketifli, and the 

wco'"-=ied of in 
of titles 

pay nynte-. The issuance thgee
basnkiigi asid nt 

he petya aort a 
n:t of a nev section In ;0?r.a 

Will. proat. y requite entablinl 
Une U1 elat t til da.4ta 

o legall procedure. 4sOQfeglstry, r~i iat4 of -(
And field vutk tieedta to bei An 

etc. '.yftsea-.A dO tinprocetuin£, 

il l olitint the rafotu Are 
ilhs aE. !inSt itutiona Involved 

of tow trAin.d people are 
and will be crvertae.4, tle dazand. on the tie 

are Stralld., ln*titutlonlaIre~outesincio-4' le, budget ana s.ater l 
a ptoe.5 tfheyare either ine~dingCrntiol Us.&hAIleunairue.tGeAnad 


de001gld to ha1nle or tgroaningi untder an im:unnem burden. r
 
were clot 

(otittol eyet&" have
riaetty AdinlitratLve,AB alreadyparts f 

'ubt it y(ollav-Dod. 
te. OurteSo rOtIettal

All) i heloing to alIOIats .any of 
*upjoft I helitihK the IAjtttu 

$4etitutttIIleil
tIolbtlo, yet tatj*tOd 
1"uPle V1.0 are 

lbUy %ehl(leA, eiutulolle, e-ploy Nre 
tin, 1s1WlYwld to 

dippGA") Vith the 11e1, of All) 
bestig fjulcly ttisati (at Ieset "sheep 

atarutilldi And 
Clno ot sean-pie Alt) todil a sttdy try 11M.J of VU7A 

i. .1vtdy-ut of(1utSn the pro*e
atVW vhilh thi)u11 1v4ttttlveou1toI.tra 
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One of the cost serious institutional 
constraints facing the
 

to four U.S. direct hires 
This Kiesion. now dovn 

reforU is AID itself. 
Te LAC bureAu and other 

Kisaions 

is literally doint the ipoodible. 
 not replace parrtlnentthat canThY support but 
have helped vith good 
the beat we can given austerity 

are doing
We, live the OES,

esployetb. perfor-od
Our Wadhington bacatopa have 

and our inetitutiontl inertiA. we all vork under. "Mey have reapondd 

heroicallY within the conbtrainta, wegiven a11 t-at, 
the beat people avalable. Even 

quickly and with the powers that be in state.atia directed 
have tv pleAb. The firtt. 

wro appro­ti-at are 
A11) hats fundi-',- ittr~ctb ub. Te.ey areand the !,'C. 4aa givenAID, 04. than thobe th.e U:"G 

tha tabI here cut downpriate to coi in larger chunl to 
and they t-eed to 

called E£Y and 'L0 
. our vecord plaA &a to the 

and docut=ctof ault-iUmioub We &Okour nuz.ber and vjen, te 1511shootig &torm. 
vio will land lhere. i. will be anauditors in at Ali. it 

are able tocov.,that if you
you to ri-ber 

our succoe.
indicator of 
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1. primetiein. 160m,.ad~om 

Gives n1 mavadorls oerall WGOmomi sit'as sadtat oftheabrt 
CM efcfottomitl ahesot 

,we upiuallfh AIM ohould SUPPOrt 
indoiS um t~L~l~~iou an iscriaS8 In the MUdMasa bog aua 

Thes laTsrmes in pteduwtios mgd ison should be hvAOut shouta 
isoios ratiomelty La order

8£m s "etolCmsstet with esom"i 
as labor-It~sin"i 
to spread the homeS Of tb* egrerio rform as wdly "s posible eMuS U2 "l­
vador's rurl pow and to ifterato mobinsoed mployeate 

-a-Mul-W"or affOrts to m"se produtifl. 1a--m. 
ink '"AM oweter auliam ktee 1207. AID wouldploawtanthe refor 

Of &Wcredit,ltatives in the MWotiowsd qulahl to Salvadotef dnba np t of th&tieya swAd ~ saviems to
Laput mastigbpw5i' 

ste not direst bwmsL'
Des"* most of U Savadors teral poo

vaSe "o0'ae and hecaus
stiesU lreform e01estsl twWpralcieues of the em "ot Ptvie siU "U*etb'"t

Oaohr aomw t espoptiated haidad SAlvadostO ffort to isCAtSO er"0
for ell its b~iteats, AmDhu supors 

on which we gmdsttilised oreithemeat~2am~towirtuitims tmI ce, thissOwlu Usothfo="iwhismhavem. uSial ad Mo settle-I
as2mi o led- stuies, div 
d in themeatofmt V sisis os theo gptoprast sAm Uatteas 

.ti sah prisuity effort whisk shouesIt~ u am th"m~ e 

s m e heasfisieily edded t o~ftWatiated at 0ase boa oan sot el7bimlitdvthtphase I assosltis "seafggo*Wtr 
the risk of swetiag a "sew olumflhi ce am of the)m4M 

be a~ balleedietiastieit Is important Ithat so wnmeu 
ofvriubpoesoutetuosverteus taxs or tm boaSdie$8 4 0 
v usi $ssho­vatse of theseTONeaseof die Cbea6WAmo tt "OI shouland Op1WAMt waeudik gelative Ies"l of 1am. 

sthadb Se betterof "~tille Dg
not be 55.054 that pOsse t boeS 

hot the atte S" Owithout say support systos
20 eeftiLid5). *ar phase I sem to be r~i~tgit weeld als be an errof to osWe that WWous

tWt teseives AID's PuLeity atteass
h the "tille phssthli, i shu 

o ths" res but before 
vIre law""t is ,eWa onlmey 

",i? t r t phs"ha,0moe die
Swipis to pstreeesisalout oiWft 

worthy poorer, Or mre 
ofherefrmbasins that grouw "tis8roup is w"r 

£ lsts t to be esiddeleds~ 71asethe 

s V4 u. stWns h poorest of 32 Sa4w oT's 
~ e &a i t$ ao - js*,Other pkaaa "jd31& IM N 
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access to land. Someost phase 1 beneficiaies have 0oM rted small plots gad ate therefore als0nd p r enpo the
livedoff renting less cre of both reforms if they wee
O Tw ca eliveds" has.)

Siud than the %4"40 to suppota fsSay - defined as seven 

The poorest of the poor in 31 galvadot are Mo benef iciaries 
'rent Or-

egricultutal laborers who did nt even 
of Decree 207. they are tmoraqU of the rural* 
sharecrop. 'bis group is constituted by about 125.000 familis (5X 

(1) incorportion Into the phase I and It associe"' 
poo) * Theft future lis tat 

or (2) having moemployment On 
tious as a result of "beget iir broadening 

(the hadwW mast function productively for 
he~ad~lathigher wages 

Most "tilers" ears most of their Income In activities other 
thoe 

igrant labotetsHost work as teporary or on 
than their small, rested plots, 

ar Waho pert of which they uss to finuance their small 
the large bhus1das to most of their in­

oer for most "tillers t0 Pontinue earnin
plots. Tihest the large hamld nast continue to operate and be­
come ad eve Increase it, 
come More propero 

they have entrepte­running micro-farms,40 "tllrs" ane am 
an their "trong than si19uh3M

and are less dependantneural and farming skills, 
tor of A=o have entrepteearal skills,
 

of M00000 end
Phas I and 11 propertieshave an are 
-

they contain the best farm lad is 11 Salvador and the only 
G00#000 hecterea; en the other'"Tller"Landb,
significant qatity of wadr-utlisd land.

ah of It is U1 Salvador's poorest farm 
to 20,0 etrsbandha e ;,0 

a" over-atised. Thus, the potential for aiding the 
Land, and it Is, in the 

ires of phase I and 11, or towpo'5Xy landless 
poor, be they "tlesbase for 31 Salvadoi' as a whole, 

en the lASG farms. 141111arly,laborers, is greater ind sesble.
the export eaning of the larger ftus agoeU 

abs intentions of the foregoing is to stress that the whole retorm 
used attentionw~e 

is Utumrtnt to ll of the rurl pooA l of Its V4sholItc5 and the whole reform is wotyaAID'$ asetes
imayaspoats, refo=m In ordinatel? orstress the "tille

especialsist the temptation toD 
it is "Our bind of reform".irtationelly, becsase 

are also in'. 
Although Increased production, inceme, and employment 

portent for the poor' in the som..reform, soctot,- AIDresources fork theutal:,sator., 
en the Ttfonm sector becetse its prbloms ad potential are 

forshoald be ooscatrated serves a a mod 
greeter sad to that the reton In 3U Salvadot continues and 
other sountries In the henisphete. 
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The Establishment of Beneficiary Ri hts and r.esponsibilities
2. 

of beneficiariesthe rights and responibilitiedUnless 
of the refom on itSenoficiarieathe net effect are clearly astablished 

rono , ' t'hatsc I and II, theUndercould become only A change of 
clearly defined and 

amcbers of producer asaociationm should have 
their property righta, their 

their righta, includingishould understand And organizationsaechanir--righta, etc.separation righta, muccenoion 
The maze can be baid of 

to make their rights effective.should exist 
The question of bcnoficiaty ripghta and 

campesino responsibilities. beneficiaries.mpcial i=portance for Decree ,,07
responsilbiitird ahueeJ ttheir new property

have to he 2:.isted in ontablinhingof the will?ia;V to collect thteirto be ebtabliahedrigits an! moclni =t viii have 

oNw that te A1fl ha reiterated it f intention to 
,

andaa quickly as poiblo ).!I) . uld Via 
implottent Icre. 07 !ully 

,o:.pl CAtedthat Vteeot
Ill Itf effort to 

preparod to analb the GO1 ° ° a
in=pec t 

ext::t.t,r, tr~ter or Agrarian,!-.cnt:1Vi ".d-tottvi.ce. Vtitt: 
progra. TlIPothlrou ,!eI dorae,!ita '.Jo2 = the-tilirr" 

-- ~Cfethe~~it~n o 1, 1 1'. V rI,t(t11'1 A. a Vitlc C,i q it C1ne Ver~nl Of I,officrg's and.t 4 cft 
pont tc !cngn A ntratc'gy !r "tiller" 

it its n'o'tAl~en, 
 theSion. The (.OP hats rquastrid AID 4 :t1ttCC ±n ­
etaoild
 

strategy, in legal dr Inti g, and . AID
in in t1I tiu.. 

that Ve ran
tho 1etst tacthnical atalittltc 

lcdiAtely reopond vith 
A " a an tance - With finnAAlso .n tho bhort-tuf,find and comple ent it, 

pruvi naandt,ar=, zent 
to det up pro; edu..re-s and eA,1at £rir- for 

= auch rolatcd rirtgt
of !earoe '07 pir,:ls, An veil a.

titling 
:eulrd.chsbanking C M" At 1e 

ofr ry:. tothe "til.et". !r'u4griclt utal MIlX 
'liem ! Winalonil tl vi'l!~.ra~: l l! ea'

tille t! ttl ti~rvtoc e 9 a-ru 
i=tt 11 vtht' t=le ~al'?cflt= of" tha-i 

i~lthe pro'e 
a 1 TI. I I t 11 ni 

.4Ve 4b)1Ict an 4~AnaomC 1~Pservic a trui) t ura 
a odlJredl ty utlher effort*.
 

field V(,rW bhivUld cv+v fit-a! at.! it COuld 

t for tot =-tAn soc h nt :rturvo tolu d i, ne,!=tad
o'a ,hevr, 

Alt) splpor to, rall,* tt i r 
;tA Ihe ltaxi of a plro t.an 

if they vere, VrC-uirc! 
h "filletr" Ote 

tle D veral -il , ,Iltparate parr=a= 01i 
Conaolldat 4 lucc t il=I tht 

AI) could tnt . nsportIay (." offor i( t o 
have . 

r l'ab i!I. dea a. .rt:
gt aIprI a.. f4axit avort 1tg of "t I an 

In two -Ia r tnt at I tllr11a v 1t1 
cnuld Al!) mt-p,.,rt ally " illoer" 


tlpt ;i, 11EIA.P
,f their $artyVokild 

ti(t1u(4 Darrae, to it*,tilve stiat tit it# 
17 umaclllstical l t 

('1100tO ir ,aZOtItOS OtrIuidd,
piecopto And 
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To hap etbUS, MN rights end obzlstions 
under both Doer" 9207 ead uaadef ft"" I Of the reform, AID 

to respNd' pILtiely to requests for assistamewould like to be able 
unions = cmademinstr te effectienessfrom democrat

is te cotr of priority rela to the objctive under 
in tb Coutry siatii samd leal asstgmoo8o 

ucd p s stra for deallmsr aprrops 
the reder is referrd to AU'S vY*0with these eil Utos 

is on file / LA/I MA LACICooand 

Zbe estabisbmt Of lega rights sad rsosblt 
secr IX e sad thereforeshould not be left sGULASIvely to privsta

to 000 . n m , ,+, finacialAmD should ~be resposive*W.OS to05requests for tehaial enmml~ 
assistance to set up leg81 assitonand conflict resolution meChauims 
to assist iNlit hea just 1d poee ul settlment of leAd
 

. .ti of conflct L viOleI s th0 SSledri
 
the Oil do"t tott prIlty area. ISlmIs an Iq an beig diss d,htI shouldestablish the &part=.coats 

stand a better chases of receivIngload IIts support heeuse s4fIMLO
lued cmel lead dispute trlbma thea InjustinI a spsl

etisl tradition bocdivil law Gourts. 

As maestfooid earle the 0C5 is stll sortlag out hey 
sad wbea it Ina~s to lvpst phase It of the reform Wne of the
 

culd do to assist doe 05 with phase
meet Importat thface that AID lmmtt Is to help It smmate the imttulims ALA wl he tO 
Al atpemS so mwas tak.-Ovet of kd AI'tr

phase it. r siifomeee on thephase I odelp in M vays phase It 
1st out In-Uicatd.bveuup0Itmybe bettetto 

result on my of. phase it's smale kasuda after die omfer
 

proach will o
n on suk sM llare aI of a ase by ease 

doubt be requitd or pechep eva totally different satbeds Of ear"Ie 
reform should be cste-Platedo 

Aj&0014bl meda %M*Is similar to that beINS srdd out is 
postaps she Pieat,erniytearavat

should be offered 
issued 

stdgiy 
of a toesrve 

sto imerch is With,4off 
reser v hi ima -vv sorporsts adJjtbg, 
should the "wes freely do~ .tob"iA e 0 

- Ill Rotatsvoud beto votsedos'sa as a "At md O 
as ad pevideandNoWold t an01a tim emmtrl lead 

Pi"6Ispeelaforot te tsin the W00 bee tin 
"tI* tlsdmUW " evIsiuidsaesomdal pow affestiw. Aonr 

uMel hie sa be ie mnge fmSO 4esiumtese 
hUs old Ian is o .~thed irelatiohip he buelum. 
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it t"ks AID should oUshU.atet*at tox= Phas 
a""to * h mstad reaf to aSsit with tosftisal IMIstmthecm it 

with finaucl asuistanceam@ to help plus and Iqilelnot ukass It an U&sLt ovtotogstresa the lastitutiM~ ~ w ill hewbto caMr 
U guidof isttisal capablty, to ilmfnst the refo='s Pbas 

aft is doe rafon a sAUbVstIMthem not be Lused bir thnose a rea 
as a peateu for - , It forever. In the shof-m, MIspha&"

t thoe =a. imr its inSfustji on phaseshould to w1.lla 
th'dat' IWpOwa4 daoiatLSP assist also isIt prapsitg sad based etrataeg5sattive phse ItImpumnrtaift.os 

Aisot AID shOuld, Ilt @05 tfoil to b"ll 
fowalathanto 

~~,~ 
6"t to e winy. sesuui~ty* is aimed at LWOUprvn equitY. 

Ibis shovu be a cousta strateg tot All the wrfo~u's fWaces. 

AMD viss the tun esblishea of viableg seltaguffLILS~te 
partcipaotY msMI t awo bob"""sa as beit" ba to dhe suscess of 

the agtr"ls rao.'It therefore should 45p03d piti wslyto S~ dt 
requesta to, techoioa ed finanwl assistos to Irp dsind 

ate:. "'sf-i-s toba ibe
assLst the esterpVises Of ePaLrie 

fomE. guh VCoposel.4mutflenOt, partiePatOqo "d fiansia31 
of ~dcou ssuit of salvadontsissl41esuLd be~of a tweMIAg nAM*r solanta~otodoAID w~casiease o the1 effrt toa" CD" 

Oqfa" teY55 assedots "dwiuld tftdo its meeprov!LJP~tGould 1 the bus"s of OW setites. AID 
to opjjvtheb setpr ad eliev 

t to .sy tWardsshould be vesMPosi' to IUA eftorts to assist Phas 
ad ehorts ths perio of Gwmimpa or Joint megasat"Ielfapstn

betumin them Md IL. 

Of serVI&e ad rnsUet1a eesPerti* Uslprobly astall the tons" ad 
order for these eeoseives to tame admtags of seL sessemle 

rsrs should
Not beeos M3ewilySV layeved in federatioes, streNg 
be gives to the sawwabl.st 01 ere inltastw, t- al e-' 

ths grou"s AMsU prbAly 11--62v sambesowit of rw ad 'St 

&M abet all"s in ethe* L~ maganest as soeeaistu be" n of the
bas beM ?Mstlae. he eves­"in"rm efW.sJ1 *"e gpaw fad"n 

muyadoof I:a " 1" WMrntrn11IMMn rja 

Of prui5lt o $"ses ub" 

i 
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4 iM Caitjl rosutio sd ,+ "sI"..I .Watu tUNE"m 

atUer it ws pointeM out that LaidW refo 1. DOt & 

r o proble mOf they a,. 
.. .ea. 

i stllpoor. Other factors amdrlyiaS the o of g5rowrha poetyi 
Aong thes are (1) a "S Tovtaeo PIsY ofeAgresirremaa.

=$Wte labor eupile (2) little s 'ath splo 
(3) hf~t64 1004 sloymaat oppertti toA urban at"as, 

. .. aresources, ...... du Ud fov&&capitgl fomti@.­sad(4)thelow level of Investent in srsrl 1w 


ahc
Agrurian ref or a buth tisa Staoit 
*aeds to attah these more ftmisal PrebU aid mOWnbl tt 

of the &.101111t )IA~bLths caMtacys Onwhcstep bac from the br4s 
eforn will buy nthet ton to fif t44n

it to tatted"S. perhaps the .they.ars tot Slvadore and It swcoessful It may live tW.. CO .
 re soidMarin of tim s4 resoces .it se..to an"" it to omd 


based Walutnihl develo111Sts
 

beas.£1.avado' Lad resources axe llited they 

with on eye to their 100- a'inrswzatia.111111t be pcdeatlY use,
oOf effort is a Is"rtant ems, it 'sap"dh"p'lotALtheus, Whse 

of such urgangy as otheir aspects of the reform. Still, &start should 
gewwably to Salvadrs Initis"Uherfore, An should geepeube *eds. use110 ar or to rese ch e.forts to

in the ntiural resoucestive, 
*hck sowd istanefy land and labor use

dvow-par"" "sts 
i
 

Mn an tso tal7 a cmmcl ondOiuet fo ltherests
 
hisffort is, am as bos Uied to te e
 

- for l in the cotut of refom
tift sad a lUnited lend use p, bea....areasfire solutim1,are . ,,Lteo+chldplanulisd.ealt......ritevaluatiom. hl ,m....years from am# An shoul 

"lm~a to fitanuc a broader scalesete ra sti ra 

noe meet Cuxdwegstal source of 1 sAlvede's future,
 

wealth is Its people nj espeilly its,youth. 31 salvao U
 
to tInvest In Its people.toaundertake Jameditel? Amaasve proui

p"table water, prismaedusatiom, adut liteacy, Soera
"isalh poe 
WAs &Mn got mst~ma. to be delayed. A fmaedml mlba
 

faestle the evzowslo Of 981111111
Ake amdelivery ptM.will ele beCimity perdap"t* waaaisouldwropin of dhsppa~ .wts s_ vices-., forest,.to theumt Amto l.. te 
thei effeSWvSS555, i" RWaWls depandanoi 
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One area seems to have been inadvertently overlooked to
 

date in the Salvadoran reform is the role 
of women, especially in the
 

The 6eries of reform decrees do
 
farm-level decision making process. 
 For examp-e, in Article
 
make various references to the family group. 


20b of the basic law there is reference to 
"the family groups which farm
 

the enterprises" and the "tiller" decree 
does characterize the transferred
 

On the other hand, in the basic law's 
Art.
 

property as a "family good". 

che land constitutes for the man who
 

2, a strong reference is made "that 


works it" the basis for his dignity, liberty, economic 
security, etc.
 

In El Salvador, women perform many agricultural 
tasks, they also work
 

the land and in many instances are more permanent on the 
haciendas than
 

their frequently migrating mates.
 

In spite of women's greater stability 
on the farms and
 

specific measures have so far
 
their role in agricultural production, 

no 

to
 

been taken in the reform to address 0.e special needs of women, nor 


In the absence of specific

include them in formal decision-making. 


include women's participation, the maln-dominated 
cultural
 

efforts to 

to exclude women from these
 a matter of course tend
environment would as 


procesesf . 

to theacted as a counter weightThe All) f'ission haq 
In developing the AID-oupported CE :CAP 

female exclusion tendency. 
we urged greiter woen'n participation 

in the
 
reform training activity, 

a nhort-term advisor wau included to
 overall reform training program and 

are considered in developing the
 

assure that women's opecial needs 

ITA and DIDECO social
 .Axi=i:e female participation.
program and to 


are women.
the problem; many
promotors are alaso ,ensitive to 


however. It t suggestedbe done in thle area,Iore could 
of women and to secure 

that AI) upport offorta to highlight the role 
the reform. One
 

a'tve rarticipation in all aspecta of 
their rore 

iu the use or development of a *vomen­

that mi.ht le consideredapproach womn'sof a Partner'a ruralreformulationcantered PVO or parhapa the 

training proposal.
 

of A.l.D). Aniatanca
C. Via MAntule. odes, and Timing 

Anstatanae1. Traditional Mliateral 

over tho next five years
The Mianiun ia propingphat 

total of l.5 million, in traditions' bilateral 
AID make availAble a 5 sillion
annial a4niatance level of 

a§XiAtance to 1:1 .alvador, or an 


of which '450million would be ubed tn finance agrarian refora activitioo
 
oorvice and amploy6nito" cplizmontary soctal

Twe balance Would be uAsd 
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creating programs in both the urban and rural sectors, in projects not
 

unlike those in the Mission's Marginal Community Improvement 
Program.
 

The amounts of assistance that El Salvador will 
require relates to the 

reform is implemented. For example, should Phase 
speed with which the 

be slowly implemented or not implemented at all, overall 11 of the reform 
resource needs would clearly be less.
 

The Mission is proposing that tra4itional AID assistance
 

to the agrarian reform over the next five years 
be structured using a
 

These soctoral programs, would like the
 
series of sectoral programs. 

rest of Lhe Misson' activities, be ESr financed, except the sectoral
 

programs would also utilize P.L. 480, Title III 
to the degree that usual
 

marketing requirements would per=it.
 

The first sector program, vhi'h (ollows the $8.0 million 

made available for the reforr's i-ediate needs from Title I and ESF, is 
the ,10.0 milliorinto projects,for $25.0 million and is aplit three 

Credit Project, vhich has already been obligated, 
the
 

Agrarian Reform 

$19.4 million Agrarian i'e.orm Organiration Project, whieh is being
 

tlhis strategy tatAet.ent and a 51.6 
submitted to A1I)/' concurrently .ith 


"T4e .*ector 1'rogran co.ceontrateb on overcoming

million 0(C !or All!.). 

well at Ianinp the grcundvor. for 
the reforn'a tdiato bottlenecks an 

need, . and finance. priority activities in 
addressing ito longer-terA 

to but wic . hould be 
the reform prccess over the next 1: lb =onth, 

Projectof 19PH. n..e Ararian YPforz Creit
initiated prior to lanuary 

(('r a LA of desfigred to replace
provided capital speci"I2 1Ime credit 

p;',a& ! harienna and alao providedforthe ex-trer't roting capital 
planling.

technical assistance to in.tlito pl.es. .fatm err,it 

.!,c 'grariav. )e!urn o 4gAtiato- Vl~cct finlance* the 

OLich are deut gned to 
start-up of pt.,tr it act .viiiet in three areab 

rat lne I:vgal, ve,! in tLe reatur-'a varions
attengtIhef the Satcr 

ct I tnion credita t)A ,..-oratIt:phases. through trainirg, 110V 


1me . reactor e tit litttreci::t tilt the ciastu g pAseI li ne of
 
a 

o eyat ez fo0r 11ha I tAM.
credit , alnd atS ufl K n OtA MIA 

related to !artwr organitattin
inportant part of the aector pr ograt 

vhich t.e 1iaIaol rat on:-cnda be oblligatcei In AVh/W ia a ' 1.' milliom 'VO 

IL ,prtant protlra to atcrelt-hen 4*ft*-
Krant vith the Af11.!) Oilch has an 

va­! hr t',n nA':li.en VI ! . i va,!o r ug'. I ha n 'e" 
cratic t ;, U +U, 

o:r '0 A mr st rat 1.,n; 0hr:urlh andt,r..a (ut-:o; t ) s t;or t f f t l.,!t 
1# tratun toi'!snrpc

igti Inc.'reao rq .r,1y-eIt- on l phase at.1
actki t .y ,es to 

rfu.h tthe pi tanltr.
b tntt $hame eaccioni *ad ,

'€t* ae)re ce±i cin 
t ,-I h- 1 .5 e:;,n r (1)

aa4nearly "ofotteAn4-at + ot he . 
Of ' R1 

"fof-'t * 1.snlt ap,. ovcialttm . 0( illion
*taIK0ihen ithe Ife 


?L 406, vo.7414 e iz
'41. 1:1 110 ed flr toitget aupport of tce'r retorm IMPle­

an" 411.104l cf,#ie ,trltli,4t *gi,11er fot 4r 
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Ir the second and third Agrarian Reform 
Sector Programs,
 

there will probably be continued need 
for significant resource transfers
 

finance the heavy expenditures

for credit and logistical support to 


the titling of Decree 207 properties, 
and land
 

assoc:.ated with Phase 11, 
The second sector
 

time changes and consolidation of Phase 
I properties. 


progra= wou d be for activities starting in 1981, and the third sector
 

Both programs would absorbe
 
program for activities starting in 

1982. 


$50.0 million, split between FSF and 
P.L. 480 Title III.
 

The final sector program would total 
approximately $80.0
 
1985 to consolidate
the needs in 1983, 1984, and 


million and would cover 
Its focus would be land use changes, agricul­

the entire rnform process. 


tural technologies and institutional 
consolidation.
 

81-85 period, the Mission is planning to
 Over the FY 


request $50.0 million a year in ESF/PL480, Title III to finance the
 
Another $35.0 million per year will 

be
 
Agrarian reform sector program. 
 1 / Thus over the period,
the Mission program.
requested for the rest of 


AID-PL. 480 resource requirements would total 
T85.0 million per annum.
 

rationale for utilizing these types of assistance
 Th1e 
 Sa vador will
 
relates 1asically t, the m=croeconomic problems that 1*l 

Should Salvadoran
 
face during this pericd of revolutionary change. 


19P1-82 period, requests for
 
foreign exc.hange ticedts be greater in the 


period could be correspondingly greater and 
rSF funding during that 

The Title III resources.inport programs.
would probably involve co=dlity 
important from a foreign exchange perspective, 

would be
 
although also 

currency costa of the 
progrw=.ed and proectiecd to meet the local 

sectoral programs and related activities 
and its levels would not vary
 

such use of Title 
with foreign eychange needs given that 

in accordance 
basic purpose.

Ill to nor cotg:uent wth its 

needs will notbecause mcro-oconomic!r is requostid 
pojectled assistance disbursement. 

rSF can
 
logic of
coincide with tle 


a."1i the develoiment objectives being
 ourve both balance of paymen 

pursutd by the agrArian refo -m. Te flaxlbil:'.ty that 1l'r affords would 

also enable the Mission to undertake an ambitious program of tho type 

levels than would otherviec te required, an
 
with lower staffingpeo:*ohe Another!alvador's securlty situation. 


i-portant consideration riven 1:1 

only is the macro-economic
 

&,aeideratiln inl requebt log 1 1V in that not 
to the
it"elf, but it Is alao vital 

01tua t'll :l|rorln lt , in And of 
serious foreign Cxchange crisis than 

In that all even more
refort plogtam 

the refter'a implenantat ion. 
wouli no dobt itzedeth lro ncnt 

pr ann=m vould! (tind arginal Counity

'O ,0 vA11 iv, of Y'*Er
V ,nother 

in dvolop health,of artivitlt ro~munity ont,
frprovazanf typea 

Over the period ',.(0 million 
nuttil Ior. # and ctK-rUyt cnerat ion. 

outtbe rounded 
to-Vplaont the progrm., v..irh wouldin Ill(,* vv.jl 'd1 I, and rVO-opG.
e.l.N10i T1100o,,plAtIoLn,,!r1.0 Illlon p.4. forVith the five-yeot period. 

Wo pl n to roquest '. i=tllion its 411 ovor 

http:flaxlbil:'.ty
http:progrw=.ed
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The foregoing should not be misconstrued. Although it
 

vould not be optimal to have to finance the reform 
program with D.A.
 

Thus, should the requested ESF and Title III
 resources, it is possible. 


resources not be available, DA resources would be required 
to replace
 

them. 

A New Foreign Assistance Initiative -- an 	AID Commercial
2. 

the GOES.
Lending Guarantee Program for 


As earlier analysis presented in this document has shown, 

case is en unusual one. IC is a country 

needing massive inflowv of foreign capital to finance a program of truly
the El Salvador external credit 


its low external
 
fundamental economic and social change, and because 

of 


debt service ratio, it has a high capacity to absorb 
new external indobt-


Yet, because of civil disorder and continued economic chaos
 ness. 

normal ccmmercial international financing is noL available 

to El Salvador.
 

What the Mission is proposing to help bridge the gap is a
 

new AID guarantee authority. It is proposed that the USG acting through
 

$400 million of new
 
AID be granted the authority to guarantee 	up to 


guaranteed by the GOES during
external debt which in either incurred or 

that this Measure would require


FY 1981 and 1982. The Mission is aware 

source of considerable
legislative authorization and that it would be the 


we are
 
debate both in the Executive and in the Legislative branches, but 


Should the
 
convinced that the potential pay-off is worth the effort. 


future of El Salvador subside 
international crises of confidence in the 


legisla­enactment of the new
and commercial lenders come back prior to 

El Salvador
 

tion, no much the batter. Conversely, should civil strife in 


go on beyond 1982, then more guarantee authority might he required.
 

The proposal .N a straight-forward one and should contain 

(1) that the proceeds from AID guaranteed 	loans
 only two reutrictiono: 

arms and (2) that loans be made through U.S. 

not be used to purchase 

banks. 
To keep it an uncomplicated matter and to 	daonatrate USC support 

should not be encumbered with
for the GOES reform program, the proposal 

schem or attempt something
a desire to bring other countriez into the 

A small guarantee fee might be
similiar through multilateral channels. 


of the AID Mission in fl

charged to help defer the operating coats 


Salvador.
 

D. The Pole of Other Donors 

The URI.D, the 10l, and the (overnzent of Venezuela are the 

major donorp in Vl Salvador. loth banks have considerable undia­
other 

they have been active in area. that art
buroed portfolios hare and 

ItPI) has active loans
highly complementary to the agrarian reform. The 

bONe rural education, and 
for primry and non-formal education, And 


with rAO has an institutional dOvelopment Activity for agricultural
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sector training with CENCAP, the agrarian reform's principal training
 

The IDB is financing area rural development, health 
facil­

institution. 

The IDB still maintains a representation
ities and agricultural credit. 
 the pastloans totalling $31.5 million within

here, and has made two 
a new loan here during the past year.
 year. The IBRD has not made 


should continue its eflorts to convince these major
The USG 
more active lending postures here to help close the 

lenders to resum 
 social
Their involvement, especially in the 
identified resource gap. 
 high priority
the reform and in Ehe
development programs related to 

should be encouraged.
urban/industrial development area 


Venezuela's inputs into El Salvador are i=portant and should
 

be ancoura.ed to continue.
 

http:ancoura.ed
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TAIL! 3 

UZarormntszatiuated Acquisition Cost$ of Land 
to cash and louds, All lbases (Millions of U.S. * , 

Cash BondsTotal 

*239
-Lnl199o207has. 2/239

2/ 110 27 83 
cattle &installattioni 
SuptS, coffeO# and otbsr
 

uLls a,
 
307
394 27 


Sub-total 


33 214151502 haso V/-Iib~ 1,5 
69 17

cattle &Installations h 52 
Sp.coffee. and
 7 2
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TABLE 4 

M:M 4ODMEIhESS ANDOF OES M2WRANE 

ITS SERVICE, 1980-84
 

(Millions of U.S. $) 

1982 1983 1984
IIVAL 1980 1981 


Phase I 

. . . . . . . . . . . 239 239Land. 
83 83
. . ......Cattle & In 


Sugar, Coffee & other mills. 45 45
 

PhILu. I I 
1 .. . . . . . . . . .. . 114 38 38 38
 

.. .. . .. 52 17 is 17
 
cattle, L instal 


ffeo 6 other mills • 21 7 7 7
 
SjX94r, c 

Tillex 
9 70 40 30


i= ... 

6 4 . . mm
s. . . . .. . 10 - ­

97 62
 
7T ;" Ite t1snsJ5 634 367 108 

634 634
±1 367 475 572
llxU Ivg aXtzrOJtAtL 

184 421 524 603 634 
lI-,-ca
AwrW70 t&kt 

35
29 33
10 23 

Intrpt Y 

7~% omsp.A. IAcAuJo of m~ of 5%wd 
Y/ EtU t,,ei to werw.,-o . 
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IIE7rSMTnTh OF CASH 

WVM2ATICtN OF FGM T C ) 'M, 

(Millions of S 

1980 	 1981 


qw&LnD 

10 	 17
6 Instal.Phase 	 I, Cattle 

6 

Phase 	 !I, cittlo & Ilnstal. 

Phase II, suor, Coffe 
Other !).i3l. 

13 

Pr II, ­

25
Tiller, 	 L.nd 

Tiller, 	 Irvpo~tst 4 


10 68 

sb-Total 

23
10 

=T cr 2/ 


20 
 91 


rato rumins 2.51
M/ Trxo 	 atwro 

y Tzu 	 Thble 4, Ao"*= A 

OR LMAD I 4
 

1980-F4
 

)1/ 

1982 1983 


6 	 5 


2 


13 	 12 


33 


5 


59 	 19 


29 	 33 


88 	 52 


1984 


35 


35 


1980-84
 

27
 

17
 

7
 

38
 

58
 

156
 

130
 

286
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MT SEWI BY YOpM S[C!tR, 1980-84 

({illions Of U.S.$) I/ 

1980 1981 1'182 1983 1984 1980-84 

Begnning Year wda.nnce 0 367 457 531. 566 -

Les "uas: .it1o 2/ 0 -18 -23 -27 -28 -96 

Plus: ! k­v 367 108 7 6- 0 634 

Mdlni YtAr Pni1 nc" 367 457 531 566 538 -

184 412 494 549 52 -

Int*irr.t 3/ 10 23 27 30 30 120 

58 216
10 41 50 57servlicfton scwr Dfet 

AsVo -xxyi naUY?~rt*erfwowimt 2.511M 

wichAd was into a 
tr lit "A Of! In;1nnilyl ymmir t'a1AK 
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Coffees Tor 3930: e1a 
a ank and Znstituato Salva­

(Projection b Cet 

OptimistlO d'*' GC~6 

crop 3.3 0illion quintaleS
1978/79 Coffee 
Carry-Ovet from 1. 
prior Years Ma 

4,3 millionl quintalesTotal 


Pessimistic Projctions
 

2.g 81t11@R quinta305
 1978/79 Crop

Carry.'@vst from 2.0
 
prior years WMO 

3.1 mNillioPn~naO
Total 


lbs.)U2 quintal .100 

$160 per quint'
2 for both PC@~e@tiOfl5
Prices 


Fror 1961*
;tj 
gaetion is for 3, 0 *,,,,on 4uantgles at an average price

1P 


(below 'normal) was
A 315% reductionof $170 per quintal. 

loe 
to reducd .PPlIIatimb Of fertiliser ASd 

&$sued~@viig9 
decline in outpu*t .xp@@ted in 

th cycIccareellas s 

to a Contra,
3/Cgtofl The *0PtW5iti@" Projection for 1930 

WuiU'a 
SankI estlastC. It Project$ the export iof leSO0e 000 

91t prjeoted
I*$ at &price of $72.20' per quatasl. ror 

torelatin 

a sharp drop owing to reduced plantingS in 1910 

and the MandfgM viole@Oc
fear and uncertainlty resWutn 


£eoz Program.
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bgtmos export of 500000 quitle at a vxg 
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For 1983., 1 assumed .800,000lo 
per quintal.price at $15 

at $25 per quintal.normual)quintales (1/3 of 

For 1980, Central Bank eatS.­
eportsi

*/mostly manufacturing 
to continue to 

are projected
For 1981. manufacturesmate. that the 

on the assumption
be low or to decline further 


to be unfavorable.
 
private sector olizat@ continues 


Bank at
 
5, in1980, imports are projected (by the cental 

This allows 
level in current dollars* 

3.8% above tho 1979 
in line with the 

a 7-8% decline In real terms,
for about 

larger decline in 
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ANNEX II.A. 
Page 1 of 10 

THE BASIC LAW OF AGRARIAN REFRN (DECREE 153) 

DECREE No. 153
 

The Revolutionary Junta of Gverment
 

WKERAS: 

itan III of the Emergency Program contained
I. In accordance with 

was established
 
in the Armed Forces Proclantion of October 15, 1979, 

it 


be taken for equitable distribution of the national 
that "measures ,Kmld 

the national gross product," and, 
at the same tn increasingwealth, a solid basisto establish 

to this aim, an instruwant would be created 
thus ensuring the right to 

for the im ilnintation of an agrarian reform, 
a ccmnunal framewrk;private property within 

the Salvadoran Insti­for the establi.1riant of
II. The present law 

the destitutonot .natisfy the dcmnd-s of 
tute of Agrarian Peforn does 

their situation being the re­
ma jority of the population of this country, 

real oca­
sult of a single privileged class, contrary 

to the objectives of 

rncic, social and political development; 

order in a new eccnrnic and sxcxz2lto estAblishIII. It is necesrary 
justice and the revlutionary ideology

accordance with priticiples of qo:Lal 
objoctive res,2)nf a to 

adopted Yy tho new Goverrrent, in ordcr to give an 
torclyy re]jcting the prevailing

the dcnim-d'i of Ute Civ-nclrin pimple, 


interestS of the mrnrity;
 

c t- r , -n t, dated

thei PetvlutiOwrY Junta of

IV. crce b. 43 of 
blirh-e d in t-e Official Gazette Wo. 228, %\bluT 265, 

Decarnbe 7, 1979, of afor the prumotof
rwvt. dte, en-tAblihcd thi nepce- &ary Lhiu

of the 
tenure trytitcn, forbidding the tralnfcr­

policy of chvye within thwe laxld 
in noceiku1ry to ismAu tho

,rural landPh|js, it 
once or jntrtitnD *f 

legal pyriviions tL. i.,rlcw.rnt nuch yilicyi
 

(%;=z tho (Xv-imC Junta) by
By virtuo of ti auutiority conferred 

. 191.

15, 1979, h1in W in tt Official GiZ"-Otf 

DL rt'o ? . I of W, tobrr
hAivinq board the*conaildarod opinion of U*a Su.qran

of thes tox' tLitto, tind 

Ourt of .7wAtic2.
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BASIC A(GARIA RFMM4 LMW 
CHAPrE 1 

BASIC PMaSIMS 

a amuuna1 fra!mNJ~rk is herebY
Article 1. Private property within 

ackowladq and gu~ranteed. 

dX10hdlfing within thoe limnits cetablisheud by this law ccaply with 

in addition to having Ithr fmllmhwng char­
cumia~l co~ncept,the social or 

a&tz-ristics: 

its3 owner;Aj LvOn is exploited dirt-1y by 

the3 runin productivity
B) Exploita~tionl of nald land -'urantNe5 

levels, in accordance with rnatioaa parcenta9Ci3 for the crop 

unde~r exploitation; 

with thecarri(-I out in accordceC) Exploititiofl of such land is 
Covernhcent' s ag;ricul turaldu-.,vlorJ1"2t pl=,!' 

natural rem~zas are protLcted11othe~r renrwable0) lznd, water and 
andand hadi1approl.ritely; 

E) IL.jxr and t'ociAl izxcurity law5 are cxzolid withl. 

thti prenent clair~o shall begoin D~, C, and D)olfProvisions! i:.-Itxnd 
A .ntte or rgliltivurrxd Ly i , 

2. rur the~u~ of thini law, aqrarixi refornm a)-vi be 
Art.,cle structuraUoe n~for-otiofl of the. mmtztrj'a agrarianl

underutrxN to rrv'.vw t 
of tJ~w rural lIAalatiol Into tlve emnam1!ic, fDOCWA 

"n t.M inct.)jr.-raton 
nation thrtxl the aJL±titutiof of 

and political dovolojiriit of thA the 
or Land andjwt sytstti includinY proprty

latiiundidi nyutmi U1 it tmr ofcmw'on an jitAblo diztribtiof
Lho exploitation of I.-radh2d1fl, 

crtvdit tiy~tan, and pr~)wmnh1iv' annisth~aIC to the 
land, an ndt~4u. tta for1)'xz the 1.4:s!' of oewr-rac titability
pro~xura in order thit lan1 

hin t9rmi.stA-r .Al-AdLvn and quarafltxm of hi$ 
the poatawt, an~ the LbiI of 
froodki mnd diqnkty. 

ryT=Q16V'TjQ1Ai'fl N-)2 IPP07 

rvowrd to cTMp. lCAtit'n, prAKUV1ity 1An 
naioNl t*hrrittr/. witit-)ut 

or Any othe~r v&arablo: therfore, &U lmAn 
twu.re 073t4t. c(~1ttsty of ;t4l, 



zeafor &Vrcntiwaj Uwstock or forsty scp2.otAtio hall be af­
c065timfs azid lbitati(fl uGtMWUhed bythUsooed by this 1W, with the 

t1 s=oto oII
* Article 4. Laffected by the pm 

irsdivld*popstywithin the nationsi tatzitory belonging to Onec~w for lamAM HL1,,IU=~ etatsor asmoclatiofl5 scoeding
ol-lIC t l - =IaM Q z mu =nw~~th1 ~- I, 1, Iv; a m~ m 

V* In WaI Z. Thuse cl ussifi'withio cI lanfi withi"11 Shifi ceL~l 
cations conastitute the right to land vwmFshiPreeedh lnkl I 

ar­yrtijudpren to pov~sions In clause one Of the W~e Wu 
s~ed the 1lldIis pMesmbed by 1sM ShAll 

tcide laddn which a* not 
ihWvii5to Asetbleshedbe affected if their owrors uM opy Gt ambe

in article one of this 1st, Or shoW4 they canoe d'm
neaoisul wAz Iirsqutor to the land itselfI which anetuxai. tebouzoe 

sable for their sliaim 

Lamd strictly resemied fco forestzy uplatIonU shall be stbdect 
visimm witin the Law for rarestxy ~ottcl(e ~etlt o 

r ~s the law that each nI~vih32 of an
It is Wiesuus 

mrti# shAll be entitled to wA tma= In YLID 
£MS5004taf Cow 0000012
asOIWifFortin teaeofsas owred with1~in 

a.: m to th 

holds t-to -iiA-t InpiwtYadsif an IIALVI&I 
ti) t* ina ~Wof an Association occ Wt polPXP ngln I

in~due~nly shall be Affected WIthjlrtWuauit
AS as e of an asmOcAton. 

Artio 6. 20 I3otln of laid, and equLW109 #Acoordi tosoi 
0910ui8404c e In =ommo with 011e=s' rIghtS *m1 be0nb 

m fte Instto (UM)the - Ag 

rm s4
alova iu 4otatim of the lId byZUOILS 

the- a M&WUSAtiol 7. The 

pw offt If fthtin of movsitio of rmh I 
-At 

420 

an af t, *A at*%Umi pmemOdetonPmr hew othse 

aid msi~~~ts,~~eiimoomli witb lab= W AI SolluMty I 
be Wlmtei'I* 

o ame ~ lI&Aum of hislsnIld~ tie S. 
&C*u by ftn 

44, 4 
,. 4 p4/~V~4,~4Articl 8 ,w t 

4 

*~ 

4 4 
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(B) Arepremttive of each~ of the follow*Vi ins iODS: 
an* and the Icubgal* 

4the SslvSaXa Central passm
Prtrotian Bark (Dmn0 dI IFmWtO AgvcUrIO 

$ (C) iFur membrs rmomt)timh organizatiofis ooverd by 
this law. 

AtItole 25. Spca Ilsa daltin shall be ismmd, no lae 

than 90 da&ys afteir this laW bK~m 'oft&Ivw for tIA diviSWof the 
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peasantLand holdings belonging to aaricultural coperatives, 
onwmty associations or other camesino organizations are exyepted 
fraw this legislation. 

Article 	2. The Ministry of Agriculture will oooerate in the 

of this decree and the Ministry of Defense will alsoinplemntation 

assist in its inolae3ntatJon, as nee ded.
 

the Basic Agrarian Rieforr, Law beoTwes effective, expro-When 
Driation procedures established thereby will be inplaented on the 

basis of the appropriate document ("Acta de Intevenri6n") prepared in 
accordance wit), article one of the present Decree. 

taking of posseison and exproriatlon (interven-Article 	3. The 
effective atci,-i) conducted in rx rdance: with this Decree will be 

such tine as the Basic Agrarian ieform Li-gislation becomes effective. 

Article 4. The present Dec! 3 will boxna eff(ctive on the 
date of 	publication in the Official Gazette.
 

lven at 	the Presidential Ia" - CSalvador. 

(signed) 

Col. Adolfo Arnol&o MAJWar RxrnO 

col. j==zm Abdul Gutidrrez 

Dr. Jos6 Antonio Morale Ehrlich 

Dr. Josd inm n Avalon Navanret 

ing. Octavio Onllana SolUs, Minister of AgrioU1W. 



ANNEX T 

UNOFFCIAL LAT ION 

lot 

LAW FOR THE URopRIATIION AND TRANIIR Of LANTOT!ILE 

THE REVOLUT IONARY JNTAO OVERNKENT,O. 

WHEREAS: -

.. 

~ ~ta 

,..11:. 

i~ 4.<.~ 

I. 

rbyrecorized ,n~~raltGdt~i~'PIV~tS agricutaural S4 

. i n cco..m wit Ar l l .A.5'u I o t he above w nt "A*d 

low, colandhldn s __cont'm l #thhl oeraI & 

funton may be esffectedhby-the wrsltbthsforr evehsf oa 

notexcst~heallowed lialts oftt50 My@or VYrs r ights'l 
I . Aosaiee Cto -o.,5 ve~,again,o 

rcs 

already InItIstae tI ovnhonoc*t-'~say 
sue 

for~i ite ft radiction of unfalr ytem *of-Idfrei'tOIT161tt~l, 
ch. Iapoep", tlifli*rs the' obliat)f pay. either In 

casho goods, for, the rigt tjeipl@I t ad In order to reate 
thoeitinsfor these t~lrt cur egii ofthlanId: 

they fare, thro*ghen1Iu.... .. 

TIKIMFORge b virtue of. legtslaivepowers, cnferred by No~r' NO# I 

of Octoer 15. 1979 ad baued ch Pereai Mo 114 Fboy o-10 

MWNo,. 153 (Harshgo9) 
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2this 

I 

to acquire said l.ndh@)dingiU
ashe I hay.o prerontist.rights 

'~and becoms their rightful ownerse 

il~reforet landholdings or portion Of $amau"appropriate for agri­

.cultural exiplotation and regardless of their sie"""Ahch at the 

~eettime are be'Ing exploited bys8Imlo lessees or, by persons
 
$holding logs* Contracts with an .tonto-PUrshaso Clausa, share-

Crpeors, contract puchsrsithownershIp rightsover the Pro­

or other persons who work' the land dirictl*-through pay-
Vbry.

either in cash or In goWI-Ware herebY esPrpiated."Alt, 
sor portions of 

Article 2. The ropriation of iandholdif 
sm mentioned In~iiposedng article. I Crebylawful y, decreed 

onbehalf or the Salvadoran Instituteof gainTasomto 

PG
1.ndolinsor potoso asexelpropriated In accordance wlth:< 
porhionSLandhlding ese, aroe rf

lawIshall be assigdth! ISTA to, a.IncoS'
&aother persons referred oi;"rtisle 2 of this er< 
pilance with Provisions 'contained inte sleanofi 

w,
regulation~sasmay be establ ished. 
ontract

he vsna am9ft &,lesseesshrecroppevrftaerIn 

purchaser. should: culOvate an,e1ntire property or- NO plot excoeed 
Ing one hundred latetrel5, eowrspriation as established in Clauie I
 

shallI not apply:", Therefore. Its cplltati0n shal I not be'altered
 
hatser until1 thw endholdiIng or- lend plot has

Inmaneray A aOro 
leen acuired by ISTA9, In etcordance with tho Agarian~f 


Law$ 

Article -3o. 6inepfelries who, 1

-

in avordance with this las have~i.
 
hontl id w ~ 1 

lo 1 ~ tOl'bl1,bJned1Wben m 1 
ts IWtA, Sutulu 10uiu vauu l.­

seuw h otrMAXI UMn 

wen epropriated laAhldiIIgsor lend plOtS euwD"saves he.lrs 
thecss I&adhll 'Continue to be ISlA's property ~A~@~~~ 

& l nor otherlghts of the lose" *04 
-,rsette 

4i44dur~j th ure.t agricultur~al Yersan'd assign It to other, W 
hhretuWTiU. *444~4­oo e ~andoT~
neearies after the Se le#hll ntb apied to'pertos holding'a Itorelimi or tocontrac purc.haser with1 ­

wiha nI)o~icaoag"
W a aeqlred lot property Of low lot 

--owrship rigt "" e~tIve, 
-

Sthrooh& lal Intuets. before the prowt low 

.& HDAgricltur of" Sw 
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-landholdinlgs or land 
Article 4. For purposes Of the Present Ilaw, 

"-a ~ 
nder a simplelease or other typesof Indirect .eiploi­

-plts hld ndrtood to be affected when~ever their contractsPalonohol u 
en~~lasera still ineffscto or when-their dueoa. hs 

or written contrateeThe above shalla-alSO &ppl to verbal
paid, and regardless of the amount

though no, money way he" 
.01Money Involved. 

Article 5. LandhOlders1an~d Owners Of land plots of less than a"e 
~ 

hundred hectares#e3wPropristed In accordance with this low, shal'l 

iacsordace with a special law regulating bonds .Alch shall be 
, 

have the right to beo paid fifty Percent of' teland'valuhe in cash, 

-~ >--~ enacted In the future. 

wme of e mPrprated land In excess- Of one -hun-'
londhOIders and 

- '-1 

codigt rv~~sidred hectares,shell receieolsl 
ow,the~'aAgrarian Worm lask 

any evenit. the amwut of such-compensation shall be established 
~- a

-l--,aIn 

the basis of the property vlue stated by their obmersin their 
on 196ad,9
tax reports for, th Years 

h andholder or owner 0f easropilted lan4 have fe~lled to 
-'--Sul a 

report such prpryfor the periodsindicated in 1te ce116~~ 
' argr Ph roperto10"$all be Implesented as indlcated inAr­

~ 7a -. 

l'
tidle 1) of . AU* ofarion eform sIsic Lawa' 
' ­

-k­landholder or property ownerAnyaymet alred received by- ' rc ftepoetytob
for 

land-leases shell be deuted from th ~-a
Paid byIS'AIIj-

tbe paid by thle bonefloiarles of IN'-Artile equal ,to ther:ei i>. -a--aidfoland plots asjeto: the shall beIN 
armstlo ithat the :Statea 

aaa-~-aholdinsor e ,~m~t of til 
-

T-M
ceod al teroinf 30 lrTr~ InclingP Intt c" 

~pept5not aaOl.i'~ jri 
typ 'Of Product une .ulIt~IOns$$wells 

be tae'Int ontiwhenw.*ttini 
--jehaVI t ~ -a-

­up to,~ amcan ehe pay!IntsIan advqceeo4?!'-:-

~~ a -a-a- I>e siIT a deduct 'a 

ntincs-Pamn 


eSIe*
 
ofrthe totl 


4 - a- -f 

mwrt01N
orIad potbeneficiar'iesart "5j a "Aw 

'ht4'fo 0 
adl"41I:04' 

to
-- ft 

" 

k "' 



Provisions.as stated above shall not be applicable 
Ifthe boe­

ficiaries have already made future payments 
on account to the land­

holder or owner of an expropriated property.
 

same manner, any amount paid by the beneficiaries 
to their


I the 
!ormer tandlards, shall be deducted from payments to be made to 

*ISTAO In accordance with Article 6 of the present low. 
by the 

inoficiaries of expropriated land shall asbide 
Article 8. limitations and prohibitionst'following rules, 

In any form permit Indirect x
a) The. may not lease, or 

plottation of land affected by this law; 

b)The allocation of landholdings or land plots to beneo 

ficiaries, shall be entailed Inbenefit of the 
family unit for a 

ffcie

period of thirty ,years Theifamily unit clause shalb 
eve Itthe beneficiary should pay for the landIn,

full before the 

year period eWires.~,.ttiry 


During that time, landholdings or land plots 
assigned to a family 

Mow.vers transfer may
not be transferred or mortgaged.,unit may and

be effected In the event of the death of the benafefirs collateral for igrIcultural loansasproperty my be mortgaed
granted by credit institutions. 

c)Seneficieries must pay for their lend as 
established In 

Article 6. Should abeneficiary fail to mke 
payment without a 

the land shell be 
valild reason for a period of on year or more, 
repossessed by ISTA, to be redistribted to other beneficiaries. 

provision will apply to, beneficiaries who abandon their 
The so 
low$ to those who violate provisions 

contained In a)' above,I and 
as
 

to those who do not comply with' the socal function prviifo 
InArticle Ilof the Agrarian'Reform SasicLaw 

-described 


Inorderiito.1 receive title, persons Include-n any
Article 95. 

r 1- -, 

I of Article-.1 of the preset­
of the cases described in Calme 
law, land who wish to tame adlvantage of the benefIts that ItOo 

fors, should contact ISTA exress thaeir desire to acquvire the, 
or plot which they ar 

II"VIIland the-tM,.Of land tnvoteJ 
-12A4MKIA S ,rovide inforation re0ardift t w r 

1 - . 
4'A'2II' 1

1-"-'Ilosation,.l1111016sure-Arrgan44s 
 7- AII...... I4O 
........ A,'
........ ... ......!{,7>tt">f +';',4' end a nother ertinent. lhformetion, tO 
'~I 

they wor the land~which 

clear yV.eetabl Ish the r, Ideioty anOthe lea 'SittonInvolved, 

th lic11ant must beascor 
~ TherIdenty Van other- d~alOt 

Sined by anyaala'lgimst"S 
and otterIml~ftseabove deseri Wed pheadure

In order to publish &~o~ao- -­
- I3~zJ~~C~>i> preseit law hacibecom offeetlo*_ISTA4IIl 
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J) when the Bond holders desire to invest in the establis h' nft 
to ui clause h) of this

In the enterprises referredof crparticipation es­, the Monetary oard will
the rpblicarticle, u,,tich pranotes

mclnIm to insur,- the liquidity of the .sm. 
tablish the financing 
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DECREE 211. 

THEl REVOLUTIONARY JUNTA OF GOVERNMENT
 

CO~dSIOERiNGI
 

l.That the Basic Agrarian Reform Law stablish" 
as main
 

assignees of the acquired lands the Cooperative ASSOCiations, 
.Comnal Farmer Associations and, other groups directly 
involved with agrarian actlvitiesi 

eaon Baic Law has givent the Ministry of Agriculture,
ii*That the 

the powr to develop and coordinate agrarian 
reform policy
 

that the £,iecutive Power Inthe Council Of 
Ministers will
 

enforce; 

ii-That the General cooperative Laws ite Regulation end the 
Law Creating the Salvadoran Institute of Cooperative Development

to
 
mandates that this latter organization will be empoweresd 
confer official recognition upon inscription to aOd gve legal 
stewus to$ among others$ the, Agrarian and Fishing Production 

Inoperant procedure for an agrarian
Cooperative-Associations, to give impetus to the Agrariancooperative system, directed 
Reform procss, with well defined characteristicst
 

rornotion, formation 
III* That It IsImperative to facilitate the 

status -with 4rapidity that the 
and declaration of legal 

h lretnubro
Agrarian Reform prcs rqie -t 
farmer grOups possible which are now organizing cooperatively

those properties4 
on ell the Intervend propertiest and also on 
that In the future might be a*Pured for the continuation of­

the proeosse sod on those cooperatives which form within the 
and meds~sized farmers thata"~n sWIlunaffected sector J4 #1 

wish to organIsm themselves ooperstivelyuoobtain tfbe 
of this LawS 

INIWOM,
 
1oof @gtober~u111he lega1 faclties gantdbDere 
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b P 

Asoia
of Agara 


Ar*I 

of the Deprmn


h crato 


of Agrariano lglsau of the Dooeate sotl AscainAelrt.1 h ration 

andsFishing Production# and other similar associations that 
develop
 

-

activtis technically considered as agrarian. 


on the existing expropttated
 
... Art. 2. The organized farmer groups 

properties and on other properties that inthe future might be acquired 
In conformity with the Basic Agrarian Reform Law, will obtain their 
legal status as associations by virtue of the presentment of the cons­
titutional act drawn at each occupied property. with the ISTA and MAC
 
Delegates' Intervention.
 

aArt. 3. The KA0's Agrarian Associations Department will open
 
aRegister Inwhich will be Inscribed the constituitional act referrad.lo 
*inthe previous article, based on which legaistatus will be granted, 

In the Pleldof Agriculture an~d Live­by virtue of Executive Decree,
stock. 

Art. 4. for the granting of production credits &ndver~fIcatiofl 
of legal status, the certification of the act to which the previous 
article refers, extended by the Department's chief, will kW sufficiett 

­

to be responsible Inaand the Indorsamet of ISTA will be accepted 
subsidiary menner for the obligations of the-Cooperatives. 

status to otherArt. S. for the Register and granting of legal 
agrarian webr groups organized in different0@peratiVe s ition, 

--­

n
federations or "do factO" asmsoitions that still look legal reogntp 
It wil be sufficient that they present to the lA's Agrarian Assosiatiofli 
Departefit the Statutes and Certifications of Acts, of the General Assmly# 
Inwhlch the groups representatives have beoo elected.* 

it hefedraionofgroups to hich reftran I mdeI 
ut

tM pe loht article assmle severial pemprtlasaco"
c n tsdbeInscribed separately, for the purpose fgvn 

,P

legal status underlthe sm procedure, mounted for InArt* 3"of thIq Law 
and Will enjoy the samebanefits Inthe granting of production isredits,: 

All other legal dpWtflt- .trfth"LUM~ 
<pArts 6o 

art deroP 

P 
p"a.-~ ~ ~ M I~P-P ~p P ~ ­

soitosar 
WVs~jCo~tv Pp. 

TeArra 7. 

http:referrad.lo
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i 	nscribed with the SalvadOran institUte Of C0Cative Dve
lopnt
 

rmAssociations to which the Law creating* 	 a rmFoas 	well as the r!; 
ISTA refers, register with the MAG's Departmentof 

Agrarian Associa' 
all 	pertinent docMenttio 

tions for thatI purpose shall submit to it 
gnlze the legal status requested, by EacutlVe
 

Decree that encompass all of them, requisite by ih th w b
 
lega'lly insicribed by consequecg of %he Basic Agrarian 

Reform Low­

is;Art. 6. During the time that the General Agrarian Reform LaN 

for el the Department of Agrarian Associations created by 

Article I of this Law, will be enforced In that which Is applicableo
by the Cooperative 

and does not contradict the Basic Agrarian Reform Law, 
Institute

19691Associations General Law and by tIhe precepts Of the Salvador'an 
Issued on Nvmer 25, 

of 	Cooperative Development Creation Law, 
by 	means of the General Assembly's Decrees number 559 and 560t respecti 

Inthe Official Newspaper number 229. volume 225, of 
vely, published 	 Inthat which refers to attrlbu­son year. especlialyi pection and vigilance of the
Deceamber 9 of the 	 n
tins, activities to be eeuted, 
 referss
 
agrarIan associations to which 

this Decre 

Agrarian Associations
 

The AG Is authorized to integrate an 
Art. 9. 

Administration Council with the Ministry's personnel and represenltatives 

fro other organizations Involved In the Agrarian Reform process. 

The Agrarian CooperatiVe Associationsp ninety days after-
Art. 10. 	 to elaborate their statutes, 

their inscription, wIll be obliged 

which shall be approved by the Departwnt of Agrarian Associations and 
In 

ruled by the Coopirative Association's, General Law, 
these will be 
those cases which do not contradict the Sasilc Agrarian Reform Law. 

In force eight days after 
Art. )I.The present Decree will be 

,, ; ""+,+ ++++++++++++*
+ 	+
+ 	l~ ~',
It's publication Inthe official Newpapoe 
+.+++++r,,+T,+p,+ 
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Wa 	 Salvador, MaYl 9, 196 

l tl+ 
..
SiVIN AT' THE PWIID99TIAL.. . ...+ PALAC91i e /s .. 	... 

4. + + 	l 

Signed 
l ++...

by 
.. 

all five members of the Junta and the Minister of 

Agrlosulture. 
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