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EL SALVADOR - MALARIA ERADICATION

SUMMARY AND RECOMMENDATIONS

BORROWER: The Government of El Salvador. The execu-
tion of the project will be the responsibility of the Ministry
of Health and Social Assistance through its National Anti-
Malaria Campaign (CNAP).

AMOUNT OF THE LOAN: Not to exceed $1,635, 000, all
or substantially all for local currency expenses.

LOAN TERMS: Repayment over a 40-year term from the
date of first disbursement of loan funds, with a 10-year
grace period on amortization of principal. Interest will
accrue at the rate of 1% annually during the grace period
and 2 3% annually thereafter. on the balance outstanding.

TOTAL COST OF PROJECT: $ 4,555.000
GOES Budget $ 1,800,000
A.I.D. Loan $ 1, 635, 000

$ 3, 435, 000
PAHO $ 360,000
UNICEF $ 760, 000
$ 4, 555, 000

DESCRIPTION OF THE PROJECT: The loan will enable the
GOES to conduct a three-year regionally coordinated malaria
eradication program. The program will consist of an inten-
sive collective drug campaign to reduce the number of human
carriers of the disease, and, a continuation of the spraying
campaign in pertinent areas to prevent transmission of the
disease. Epidemiological surveillance including mass hem-
atic sampling will be maintained to evaluate the disease inci-
dence and actions required for treatment of cases that may
occur and guide corollary preventative measures. In this
manner, by attacking the disease in both mosquitos and people,
and by maintaining vigilance on the incidence of active cases,
it is expected that transmission will be interrupted and, with
surveillance and control by the GOES through its local health
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units and posts thereafter, eradication will have been
achieved.

PURPOSE OF THE PROJECT: To eradicate malaria,
from El Salvador in conjunction with a CA regional ef-

fort, thereby improving the health level of the popula-

tion and increasing the productivity of areas now affect-

ed by malaria, and a.llowing most of the funds that GOES®s
future budget would otherwise allocate to ma.la.rla. control to
be diverted to other essential activities.

BACKGROUND OF PROJECT: The malaria eradication
campaign that began in 1955 in El Salvador, in 1957 in
Guatemala, Honduras and Nicaragua, has been success-
ful up to the present, with the majority of the malarial
areas (11,400 KmZ out of 18,900 Km? in E1 Salvador)

now virtually free of the disease. During the past year,

~however, the incidence of malaria began to rise due to

the increasing resistance of the mosquitos to insecticides,
and the need for an intensive campaign to eradicate mala-
ria from the region was recognized by the host govern-
ments, PAHO, and A.L D. Following an ARA/LA

CAEC Meeting on May 10, 1965, the four host govern-
ments were advised that A.I.D. would finance 50% of the
local cost component of a PAHO/A.I. D. approved regional
eradication campaign, supplementing the Grant assistance
of past years with loan funds, and this Capital Assistance
Paper reflects the application received from the GOES for
assistance in its portion of the regional campaign. Simil-
ar applications received from the Government of Guatema-
la, the Government of Honduras and the Government of
Nicaragua have been authorized by AID/W. The loan to
the Government of Honduras was signed on January 12,
1966 and the others are now in process of negotiation.

ALTERNATE SOURCES OF FINANCING: Since all or
substantially all of the expenses of the project will be

local cost financin~, this project is not suitable for the Ex-
port-Import Bank. The IDB and IBRD have also informal-
ly indicated they are not interested in financing this project.

VIEW OF THE COUNTRY TEAM: The Country Team gives
this project a high priority on both social and economic
grounds, and recornrnends authorization of this loan.

STATUTORY CRITERIA: All statutory criteria have been
or will be met.
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RECOMMENDATION: Authorization of a loan to the Gov-
ernment of El1 Salvador for an amount not to exceed
$1, 635, 000 subject to the following terms and conditions:

A. Interest and Repayment Terms

The Borrower shall repay the loan to A.L D. in
United States Dollars within forty (40) years from the
- date of first disbursement under the loan, including a
grace period of not to exceed ten (10) years. The
Borrower shall pay to A. I D. in United States Dollars
. on the disbursed balance of the loan interest of one (1)
percent per annum during the grace period and two and
- one-half (23) percent thereafter.

B. Other Terms and Conditions

1. Prior to the execution of the Loan Agreement
PAHO/W and AID/W formally shall have approved
the El Salvador Technical Plan and the Regional
Coordination Plan.

2. Prior to the first disbursement or the issuance of
the first commitment document under the Loan
Agreement the Borrower shall furnish A.I.D. in
form and substance satisfactory to A.I.D., a sched-
ule of its contributions to the project during the
estimated disbursement period of three years from
the date of execution of the Loan Agreement. The
Borrower shall accompany that schedule with
evidence satisfactory to A.I. D. that it will provide
the contributions called for by the schedule.

3. Prior to the first disbursement or the issuance of the
first commitment document under the Loan Agree~
ment the Borrower shall furnish A.1.D., in form and

" substance satisfactory to A.IL. D.,. evidence that the
contribution to the Project undertaken by UNICEF
will be available on a timely basis.

4. Borrower shall covenant faithfully to carry out its
national Technical Plan and the Regional Coordina-
tion Plan, and to obtain the approval of A.I.D. and
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of PAHO before modifying its national Technical

. Plan or agreeing to modification of the Regional .

Coordination Plan.

Borrower shall covenant that, except as A.I D.
may otherwise agree, no funds made available
to the Borrower by A.I. D. under the loan shall
be used to pay the salary or related expenses to
any position existing in the Borrower prior to
Jt%ry 1, 1966. (See Annex ITI, page 4, for de-

Borrower shall covenant to give full cooperation
to such persons as A.L D. may nominate to moni-
tor Borrower's performance under the Loan
Agreement.

The Borrower shall covenant that it will maintain
the National Anti-Malaria Campaign (CNAP) as a
separate administrative, logistic, and technical
entity within the Ministry of Health for the purpose
of implementing the Project.

Borrower shall covenant to provide the resources
necessary to achieve the eradication of malaria
within its territory and to prevent the reappear-
ance of malaria in that territory; and in further-
ance of that undertaking Borrower shall covenant
to consult periodically with representatives of

‘A.I.D. or such persons as A.I.D. may nominate,

during at least the first five years after the last
disbursement of the Loan.

Equipment, materials and services (except ship-
ping and marine insurance) financed under the
loan shall have their origin in and be procured
from the United States or Member Countries of
the Central American Common Market. Shipping
financed under the loan shall be procured from the

"United States, and marine insurance financed under

the loan shall be placed with a company author-
ized to do marine insurance business in any state
of the United States.

United States Dollars utilized unde;"the loan to
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local currency costs shall be made available
to Borrower or its designee through appro-
priate procedures and shall be used only for
procurement in the United States.

11. The Loan shall be subject to such other terms
and conditions as A.I.D. may deem adviseable.

’

PROJECT COMMITTEE:

Loan Officers :TTFoley/CFBorja Jr.
Public Health Advisors :VRScott/FVintinner ‘
Economic Officer :BJMoser

Legal JAGrimes

Drafted: TTFoley/BJMoser/VRScott _
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SECTION I - DETAILED DESCRIPTION OF PROJECT

A. BORROWER

The Borrower will be the Government of El Salvador, with
the administrative responsibility for implementation of the pro+
ject assigned to the Ministry of Public Health and Social Assist=
ance. ' :

Execution will be carried out by the National Anti-Malaw. -
ria Campaign (CNAP), an agency of the Ministry of Public Health
and Social Assistance, established under its present name in 1961,
CNAP and its predecessor agencies have conducted a successful,
although necessarily limited by budgetary restrictions, malaria
control and eradication campaign in El Salvador over the past elev~
en years.

B. BACKGROUND OF PROJECT - MALARIA ER.ADICATION IN
CENTRAL AMERICA

1. Historical Background

Central America today is the beneficiary of a progressive
fall in the malaria rate over the period of the last ten years. It
is estimated that less than 20% of the original incidence of malaria
. remains. One is therefore tempted to conclude that malaria is no
longer of prime importance. Recognizing that the disease cannot
remain static but increases or decreases, depending upon the ef-
fort made to control it, it is pertinent to consider the original
status of malaria.

In the total population of Latin America (230 million), 111
million people (48. 5%) now live in areas which were originally
malarious. In the isthmus of Central America, where the tropical
conditions permit perennial mosquito breeding and malaria transmis-
sion, approximately 70% of the population live in areas which were
originally at risk to malaria.

Sixty years ago during the construction of the Panama Canal,
Gorgas observed that the malaria rate in the Canal Zone was
equivalent to 1, 263 hospital admissions per 1, 000 population. The
French failed to build the canal for lack of effective malaria control.
The United States was able to achieve this result beciuse of an
intensive anti-larval campa.lgn under the leadership of Gorgas.
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The early records in the Central American countries in-
" dicate that hyperendemic malaria with infection rates of approx-
imately 50% involved those populations distributed adjacent to
the foothills and lowlands where the vector breeding is predomi-
nant.

It was not by chance that the major cities of Central »
America have been established at high elevations. Prior to the
institution of anti-malaria measures, the coastal lowlands were
largely uninhabitable. The marked postwar agricultural develop-
ment of sugar and cotton along the Pacific coast bears a direct
relationship to the reduction of human reservoir of malaria
parasites.

2, Technical Strategy

Although anti-malaria programs have been operative in
Central America for over sixty years, the over-all endemicity
of the disease was not significantly reduced except in areas such
as the Panama Canal Zone where intensive anti-mosquito measures
could be taken. Control measures were limited primarily to
larviciding and water control measures, which served as a direct
- attack upon the breeding habitat of the mosquito population. The
impossibility of financing anti-mosquito measures of this kind
throughout the entire isthmus limited its applicability.

The advent of the residual insecticide, like DDT, permit-
ted the application of a new principle which was adopted for the
first time by all member countries of the World Health Assembly
at its 1955 meeting in Mexico City. This principle was based upon
the reduction of the parasite reservoir in humans and not upon the
elimination of the mosquito in its outdoor breeding locations. The
strategy was to spray all houses in malarious areas with DDT for
the purpose of preventing mosquitoes from transmitting infections
from potentially infected to non~infected people. The residual
insecticide was not intended to reduce the total population of mos-
quitoes. This method was to be supported by case finding which
sought to locate and treat all malaria cases.

This strategy was first applied successfully on a large
scale in the United States, where the elimination of the reservoir
of parasites within the human population was achieved before 1950,
In the absence of parasites, the abundance of mosquito vectors was
no longer significant. However, it is essential to understand that
the potential for an outbreak always exists if an undetected case of
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malaria is introduced in an area where the breeding of a vector
mosquito is plentiful.

The normal duration of a malaria eradication pProgram is -
approximately 10 years. The first two years are involved in
definition of the malarious area and the development of an organ-
ization to carry out the campaign. The next four years are in-
volved in a program of residual spraying which is referred to as
the attack phase and the final four years are applied to case find-
ing and detection of residual cases with radical treatment. Since
the official policy of eradication was not established prior to
1955, most did not actually begin to implement campaigns until

- 1956 or later. Guatemala, Nicaragua, El Salvador and Honduras

began their programs approximately in 1958; even though much
of the basic preparatory work had already been done by this time,
one should allow at least eight years for the completion of an
eradication campaign in these countries under optimal conditions.

. Therefore, one could not have expected completion of the CA

campaigns prior to 1966.

Basically, the technical strategy is not complicated. Or-
ganizational requirements are uncompromising and rigid due to
the necessity for implementing the concept of comprehensive
national coverage. Campaigns have not been easy to implement
because they have placed enormous demands upon the organiza-
tional ability of Public Health ministries where no prior experi-
ence existed in national campaign management, It is therefore

" not difficult to discover organizational and administrative diffi-

culties in each of the Central American programs.. In spite of
these deficiencies, careful reviews of the Central American pro-
blem areas by the Pan American Health Organization, A.I.D. and
most recently by a United States Public Health Service team indi-
cate that the serious problems are technical and not administra-
tive. The major cause for delay in the completion of the Central
American programs has been the development of resistance by
mosquitoes to insecticides in the agricultural communities of the
Pacific Coast. The reason for this development w111 be explained
in the next section.

3. Technical Progress

In the Latin American region, eradication of malaria is
an accomplished fact among 14, 4 million population, including
Venezuela, Chile, Puerto Rico, Barbados, Grenada, Martinique
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and Santa Lucia.

An additional 42. 5 million are in the final phase, includ-
ing British Honduras, Jamaica, Trinidad, Tobago, Dominica
and Guadeloupe.

The residual problem is small in Bolivia, Argentina,
Costa Rica and Ecuador.

Currently, 96 million population are protected by anti-
malaria campaigns in 20 Latin American countries. The total
malarious population of the countries of Central America and
Panama are 9. 2 million, representing less than 10% of the total
Latin American population at risk. The current program status
in each of the four Central American countries where A.I.D.
now assists programs is given in the following table.

CURRENT STATUS OF MALARIA ERADICATION IN GUATEMALA,
NICARAGUA, HONDURAS AND EL SALVADOR, BY POPULATION,

1963%*
(000)
Total Original Consol- Total
Popula- Malarious idation Attack in
~ tion Population Phase Phase Program
Guatemala - 4, 120 1,912 1,234 678 1,912
Honduras 2, 008 1,892 941 951 1,892
Nicaragua 1, 767 1,697 . 668 1,029 1,697
El Salvador 2, 511 1, 641 - 1,641 1,641
Totals 10, 406 7, 142 2,843 4,299 7,142

¥Extracted from Report on the Status of Malaria Eradication
in the Americas, Pan American Health Organization, Directing
Council, XV Meeting, 10 July 1964.

This table indicates that approximately 70% of the total
population lives in areas which were originally at risk to malaria.

- All of the areas at risk are now included within an active program.

In 80% of the population of these four countries, there is either no
malaria or malaria is under satisfactory control by present meth-
ods. A total population of approximately two million with the four
countries form the population group with special technical problems
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not amenable to the spraying of DDT alone.

It is important to bear in mind that the principal malaria
carrying mosquito of this area is anopheles albimanus, a vector
which breeds in the coastal lowlands below an altitude of 3, 000
feet. Malaria transmission along these coastal lowlands forms the
principal focus for reinfection of other potential malarious areas
within Central America. At the onset of eradication campaigns
between 1956 and 1958, total coverage of all malarious areas was
thoroughly carried out. The malaria rates began to fall as indi-
cated by the slide positivity rate. @ For example, in Guatemala
in 1958, 20.6% of all slides taken were positive. By 1962, the po-
sitivity rate had fallen to 1,85%. In El Salvador in 1959, the po-
sitivity rate was 24.6%. In 1963, it had fallen to 7. 5% In Hondu-~
ras, the positivity rate fell from 10.85% to 2. 47% between 1959 and
1961,

This rapid reduction in positivity rate reflected the inter-
ruption of malaria transmission within the confines of the original
malarious area. As the reservoir of parasites in humans fell, it
became possible for the first time in the history of Central Ameri-
ca to undertake the consistent progressive development of cotton
and sugar along the Pacific Coast lands. The increasing demograph-
ic shift of population from the highlands to the Pacific lowlands in-
troduced a large susceptible population into areas with a high poten-
tial for malaria transmission. For example, it is estimated that
the coastal population in El Salvador is now double that of 1958,

While recent history has indicated, as it has in many other
parts of the world, that the immediate impact of a malaria program
is to produce a redistribution of population into lands formerly un-
inhabitable due tc malaria, this migration alone has not been an
insuperable problem. It has meant a readjustment in program
management to cope with the large influx of population. Serious
technical difficulties developed primarily when cotton growers began
the regular use of crop spraying and custing. The effect of exten=
sive aerial spraying resulted in the elimination of susceptible mos-
quito species with the survival of resistant vector species.

With the development of insecticide resistance and a change
in insect behavior towards residual insecticides, it became neces-
sary for the campaign to utilize alternate anti-malaria methods.
Drug treatment and anti-larval methods were field tested on an in-
creasing scale. Their use has not yet been used widely enough to
produce a major impact on the eradication campaigns due to increas-

ed costs of labor. _
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It is recognized that these alternate measures would be
more expensive than the standard residual insecticide approach.
Recognizing, in perspective, ‘that these problem populations of
Central America form only 2% of the total population covered by
Present malaria campaigns in Latin America, there remains no
alternative but to intensify the attack by a variety of nonspraying
methods in spite of possible cost increase.

4. Consequences of Program Withdrawal

The malaria campaign in Central America has inherited
a problem of its own making. Its impact has been successful
‘enough to permit the redistribution of the highland populations to
the formerly malarious coasts. The reservoir of malaria para=-
sites has remained at a very low level. However, the mosquitoes
are breeding at the same level as previously, since the modern
eradication strategy makes no attempt to eliminate the mosquito
in its natural breeding habitat. If the campaign is terminated,
the inevitable result must be that the widely prevalent anopheles
albimanus will transmit infection from the remaining human re-
servoir of parasites so that infection will once again become
widespread on the coasts. If this develops, the agricultural popu-
lation will be obliged to retreat to the highlands.

The loss of the Pacific Coast agricultural economy and
the recrowding of the highland populations of Central America
would be only a part of the results of program withdrawal. The
parasite, which knows no political boundaries, would be dissemi=
nated through migratory laborers and travelers to adjacent terri-
tories in the Americas from which malaria has already been
freed, as for example, British Honduras and large parts of Mexi-
co.

5. United States Policy on Malaria Eradication

The United States has been actlively interested in anti-
malaria programs since the end of the last world war. While
these programs experimented with the use of residual insecti~
cides, endorsement by the United States of the worldwide mala-
ria eradication program did not take place until a resolution to
this effect was supported enthusiastically by the United States del-
egation, represented by the United States Public Health Service,
at the Eighth Meeting of the World Health Assembly in Mexico in
May of 1955,
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United States Congressional Legislation to this effect
was passed in Section 420 of the Mutual Security Act of 1957,
which stated as follows:

"The Congress of the United States, recognizing that
the disease of malaria, because of its widespread
prevalence, debilitating effects, and heavy toll in
human life, constitutes a major deterrent to the ef-
forts of many people to develop their economic re-
sources and productive capacities and to improve
their living conditions, and further recognizing that
it now appears technically feasible to eradicate this
disease, declares it to be the policy of the United
States and the purpose of this Section to assist other
peoples in their efforts to eradicate malaria. "

Congress has continued to support this program even
though the Agency for International Development has removed
the program as a specific line item in the A.I D, Congression=-
al Presentation. In the debate on Foreign Assistance Act of 1963,
Mr. Passman stated the following:

. . »
'"Wlr. Chairman, I want to mention now the Malaria
Eradication Program which is scattered throughout
this entire Bill. We have never cut this program
since its inception,

"The gentleman from Massachusetts (Mr. Conte) had
an interest in this particular program. I discussed
it with the gentleman. We are today making legisla~
tive history here to the effect that the reduction we
are recommending should not apply to the malaria
eradication program. "

Executive history has also been favorable to the program
since 1957. On March 30, 1962, President Kennedy issued the
following statement:

"I am proud of the part which the United States is

playing in the worldwide malaria eradication campaign.
We have congquered malaria in our own country. Now
through the Agency for International Development, we
are devoting our technical skills and financial resources
to this greater effort. We are also vigorously supporting
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the worldwide leadership of the World Health Or-
ganization in the elimination of malaria, which in-
volves also essential participation by allied agencies,
the United Nations' Children’s Fund and the Pan
American Health Organization.

"Indeed, I am heartened not only by the progress
against an ancient scourge but also by the growing
cooperation of many countries--over 100--working
through these agencies against a common enemy. In
a world still sadly torn, the malaria program eradica-
t 1'oncampaign once more shows that its people can
work together for mutual benefit. Worldwide techni-
cal cooperation on this scale is very new in man?s
history. It holds great promise for the future."

Current Executive support was stated in President
Johnson's Health Message to Congress on February 10, 1964:

""The United States participates in an ambitious inter-
national effort to eradicate malaria--a disease which
strikes untold millions throughout the world.

"Both my predecessors committed the United States

to this campaign, now going forward under the leader-
ship of the World Health Organization. The Congress
has endorsed this objective and has supported it finan-
cially, We will continue to encourage WHO in its work to
eradicate malaria throughout the world.-

""We will continue to commit substantial resources to
aid friendly nations through bilateral programs of mala-
ria eradication. "

These statements on policy indicate the recognition by the
United States that its role is only one of partial support to the
total effort. It recognizes that the principal responsibility be-
longs to each national government where malaria poses a problem.
The United States recognizes it has no direct control over the
. successful execution of a program. In providing support, the
United States recognizes that, in such a massive international
effort, there will be individual governments which will fail to exert
the optimum effort. But it also recognizes that malaria is a pro-
gram composed of three major biological variables: man, the
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parasite, and the mosquito. Biological variation and change with-
in each of these factors will require occasional changes in strate-
gy. In spite of technical problems, the multiplicity of anti-malaria
methods now available have made it possible for the Secretariat of
the 17th World Health Assembly to record in February 1964:

"It is the opinion of the Secretariat that there are no
areas in the region of the Americas in which it will
"not be possible to eradicate malaria.

6. Financial Support by National and International Agen‘cies

Between 1956 and 1965 program costs have been shared by
_national governments, UNICEF, PAHO and A.I.D. The follocwing
table provides the breakdown of government and A. I D. participa-
tion for Guatemala and Nicaragua for 1956 to 1964, Honduras for
Fiscal Years 1958 to 1963 and for El Salvador for 1955 through 1965.

Government
Share A.IL D. Share Total Dollars
El Salvador 619% 7% $ 7,896,117
Nicaragua 419 319 6, 040, 000
Guatemala 39% 289 ' 10, 108, 354
Honduras 319% 439% 5,021, 500

The United States does have a policy commitment to support
malaria eradication in the Americas. It is the primary interest of
the United States that adequate support is forthcoming to meet the
uncompromising requirements of a technical plan.

In view of the determination by the LA Region that United
States grant funding of current Central American malaria programs
would be terminated as of the end of Calendar Year 1964, the Re-~
gion proposed that loan funds be made available from Calendar Year
1965 under the terms specified in AIDTQO Circular XA-305, In
supplementing grants with loans, the Latin American Bureau based
its estimates of requirements on detailed plans jointly approved by
- the four national governments, the Pan American Health Organiza-
. tion, and the Office of Technical Cooperation and Research of A.I D.
These plans reflect the recognition by each of the four governments

that special measures would have to be taken other than spraying if
UNCLASSIFIED
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malaria eradication was to be accomplished. Because of in-
creased local cost requirements, the respective national eradi-
cation agencies have appealed for assistance to the United States
through their Directors and Ministers of Health. Resolutions
to this effect were recorded in the May and July meetings in
Managua of the Malaria Project Directors and Ministers of
Health.

Because of the mosquito resistance problem in the Pacific
coastal areas and because malaria transmission was not being
interrupted by house spraying with residual insecticides in these
areas, the Communicable Disease Center, USPHS, was request-
ed to make an assessment of the malaria programs in four
countries (El Salvador, Guatemala, Honduras, and Nicaragua)
to which A.I.D. was providing assistance. This assessment lead
to the development of technical plans for a program which would
involve mass drug treatment for the people living in the coastal
areas, continual use of insecticides in areas where they were
effective, and protection of areas which had been freed of the dis~
ease. These revised and intensified programs require larger
budgets than are now available.

Following the U. S. Public Health Service (PHS) team assess-
ment in early CY1964 of the malaria eradication programs in
Guatemala, Honduras, El Salvador, and Nicaragua, and a sub-
sequent joint A.I. D. -PHS/PAHO on-site study of country plans in
July, 1964, an A.I. D./PAHO proposal for a three-year loan—
financed malaria eradication program was developed and presented
to the US AID?s Servicios Nacionales de Erradicacién de la Mala~
ria (SNEM!s), The Campafia Nacional Anti-PalGdica (CNAP) of El
Salvador, and the Ministers of Health during the A.I.D. /PAHO
group visit in July 1964. Reaction was generally favorable on the
part of all concerned, and the Health Ministeries, US AID’s, and
ROCAP began developing technical and financial data adequate to
support requests for A.I. D. loans.

A.I. D. had determined that for purposes of inter-agency
technical coordination a comprehensive Plan of Operations should
be completed by the local SNEM's and CNAP specifying the program
strategy and detailing the local cost budget requirements, and that
this Plan, which came to consist of four national Technical Plans
plus a four-country Coordination Plan, must be approved by PAHO
and AID/W.
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In early CY 1965 the first Technical Plans had been
completed and submitted to the US AID's and PAHO; however,
PAHO found that three of the six Technical Plans required
revision, and the four-country Coordination Plan had not
yet been drawn up. PAHO Technical approval of the El Salva-
dor country plan for Malaria Eradication was granted by
letter ME-1779-65, dated October 29, 1965, from the Director
of the Pan American Health Service to the Surgeon General of
the Public Health Service and concurred in by AID/W in AIDTO
A-189 dated December 16, 1965.

: At the end of April, 1965, PAHO called a meeting in
Washington of the CA/P Minister of Health, SNEM and CNAP
Directors, and UNICEF and A.I.D. representatives to discuss
the regional technical aspects of malaria eradication. At this
meeting a regional approach was agreed upon, the need for
and availability of A.I. D. loan financing was recognized, and it
was determined that a working group would be established to
develop coordinated Technical Plans for each country and the
region. :

, At a meeting in Panama on August 13-18, the Central
America and Panarna Health Ministers established a Coordinat-
ing Committee for malaria eradication throughout the region,
and a meeting of this committee was scheduled for September 6-8
in Guatemala to review their completed--and revised--Technical

Plans and to develop a comprehensive regional Coordination Plan.

At this September meeting the four Technical Plans and the .
regional Coordination Plan were reviewed and concurred with by
the CNAP Directors involved and representatives of PAHO,
UNICEF, and A.I1.D., and following final revisions, reproduc-
tion, etc., were to be forwarded to PAHO/W for approval. -

_ A loan request was received on February 11, 1966 from
GOES for $1, 635, 000, equivalent to 47. 6% of the GOES/AID
financed portion of the proposed three-year eradication program.
This request is in keeping with the 50% ceiling on local cost
financing stated by AID/W a year earlier and reaffirmed in the
ARA/LA CAEC meeting of May 10, 1965. IRR approval was
granted by the CAEC on March 14, 1966. Minutes of the March
14, 1966 CAEC review and issues contained in the IRR are
contained in Annex IIL

C. COUNTRY TEAM COMMENT

The proposed three-year malaria eradication program
' ' UNCLASSIFIED
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will attack a disease which debilitates a portion of the popul a-
tion of El Salvador and has in the past rendered areas of
high agricultural potential, especially along the Pacific Coast,
practically uninhabitable. The benefits of this eradication
‘program in a social sense, through improved health and liv-
ing conditions, and in the economic sphere, through the
opening of new lands for agriculture and the greater level of
protection for areas already reclaimed from malaria, will

be enormous.

The Country Team considers this project to be of
high importance for El Salvador and the region, and gives full
support to this loan request.

D. ALTERNATIVE SOURCES OF FINANCING

As this loan involves no, or insignificant, U. S. dol-
lar procurement, the Export-Import Bank has not been contact-
ed.

On October 11, and 12, 1965, IBRD and IDB, respect-

1ve1y, indicated informally that this financing would not be con-
sidered suitable for their institutions.

UNCLASSIFIED
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E. TECHNICAL ANALYSIS

l. Description of the Program

Malaria control activities started as far back as the
year 1900, but the program referred to as the Malaria Erad-
ication Program was not initiated until the year 1955. It is
planned that the program will arrive at the maintenance phase

© in the 1970. The loan portion will terminate in 1968.

As in other malaria eradication programs, the orig-
inal El Salvador program consisted of four phases: (1) Pre-
paratory-(mapping and numbering of houses, recognizance and
epidemiological studies to define malarial areas); (2) The
attack-(massive drug treatment of the people, spraying of houses
with insecticides and larvicides); (3) Consolidation-(epidemiol-
ogical surveillance for detection of malaria cases); and (4)
Maintenance-(prevention of reintroduction of malaria into areas
free of malaria).

The following figures give an idea of the malarial
problem, endemic in the country, and of the current situation,
after several years of the anti-malaria campaign.

Population Territorial
Estimated for 1965 Extension Km?2

Total country 2.900, 000 ‘ 21,000
Areas of endemic malaria 2. 320,000 18,900
Areas in consolidation phase 1, 520, 000 11, 400
Areas in attack phase 800, 000 7, 500
Areas in above attack phase _

considered as problem areas 374, 000 "4, 000

The Three Year Program, 1966-68, has been prep-
ared in accordance with the current situation which indicates
that 34. 5% of the population is living in the endemic malaria
areas where more than 70% of the total cases registered in
the country are found, and must be essentially protected with
the attack methods which the eradicafion techniques consider
adequate.

Consequently the respective program inéludes the
' UNCLASSIFIED
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following:

1.
1.1

1.2

1.3

1.4

3.2

Methods of attack,

In the problem areas, coastal zones with 374. 000 in-
habitants, collective treatment shall be applied

(290. 000 people will receive medication every 14 days
and 84. 000 shall be under strict epidemiological vigi-
lance). The areas under collective treatment shall be

" grouped in five work zones, of which, the first three

are already established and the fourth and fifth shall
start functioning as soon as the transportation equip-
ment to be provided by UNICEF, arrives.

- In addition, all the localities in these areas shall re-

ceive, simultaneously, DDT Spraying in two consecutive
periods of four months each per year.

The remaining localities in the areas in the attack phase,
having a population of 436. 000 people, shall be submitted
to two consecutive spraying periods of four months each
per year.

Some localities in the areas of the consolidation phase,
having approximately 150, 000 people, will receive one
spraying per year, to more f1rrnly guarantee success in
these areas.

Larvicides will be applied in those localities where in-
dicated and feasible. :

Areas in the consolidation phase shall be kept under
adequate epidemiological vigilance and constant readiness
maintained to take any measure which the situation re-
quires. '

Epidemiological Operations: Evaluational and entomol-
ogical activities will be increased as necessary and in
accordance with the activities applied in the different
areas.

To current groups of efficient volunteer collaborators
shall continue to be supervised by personnel of the
campaign.

All febrie persons from whom a blood sample is taken to
UNCLASSIFIED
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investigate the presence of the malarial parasite will -
automatically receive anti-malarial drugs in accord-

ance with their age.

3.3 In all indicated positive cases, radical treatment shall
be given in accordance to the parasitary specimen

found.

It is estimated that the areas under the attack phase will
enter into the consolidation phase in 1969, however, if
necessary, insecticide spraying, collective treatment

or larvicides, alone or combined, will be immediately
started in any specific area if transmission is re-
established. The detailed technical plan of operation,
which has been approved by PAHO/Washington and AID/W
is submitted as Supplement A to this loan paper.

A brief summary of the plan is submitted as follows:

1966 1967
House Sprayings 184,000 184, 000
Total Sprayings 339, 250 339, 250
1966 1967
Persons under Col-
lective Treatment
Programs 374, 000 386, 000
Persons who will
receive mass medic-
ation 290, 000 153, 500
Persons under strict
Epidemiological
Vigilance 84, 000 232,500
Notification Posts 2, 400 2, 500 -
Blood samples to be
taken for Laboratory
Examination 585, 000 600, 000

1968

90,000

150, 000

1968
398, 500
82, 500

316, 000

2, 500

600, 000
UNCLASSIFIED
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5. Persons to receive

presumptive drug

treatment 350, 000 350, 000 350, 000
6. Total personnel

required (see tech-
nical plan for

categories of
personnel) 1, 188 1,072 846

The Financial Section and Annex II of this loan paper
present detailed information on the source and use of all funds
for the program.

The cost for personnel, materials and equipment to-
gether with that which is now on hand in the program will be
adequate to meet the requirements of the technical plan of
operations. It should be noted, however, that the plan must be
flexible to permit readjustments of the program after the first
year when it is anticipated that malaria transmission will be
substantially reduced.

2. Plan for Regional Coordination

A regional plan of coordination has been established
between the five Central American countries and Panama
(CA/P) in order that individual country programs will be
coordinated and carried out effectively in terms of time sched-
ules, technical procedures, attack methods along borders, and
epidemiological vigilance. There will be continual exchange
of information on program progress and problems among
countries. A Work Group for Cocrdination has been established
by the Ministers of Public Health of CA/P, members of which
are the Directors of the National Malaria Eradication Services,
CA/P and representatives of the Pan American Health Organiza-
tion (PAHO), UNICEF. and A.I.D. This Work Group will meet
at least twice each year to review progress made in each
country, discuss any problems affecting national and regional
aspects of the program which may arise, and prepare progress
reports for the President of the Superior Council on Public -
Health, CA/P. These reports will be submitted to all Ministers
of Public Health, CA/P. It is expected that country problems
-and those relating to transmission of malaria between countries

UNCLASSIFIED
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may be resolved through coordination and evaluation of
country programs by the Work Group. :

3. _Technica.l Personnel for the Program

Since the beginning of the program in 1955 the Govern-
ment of El Salvador has received technical assistance from the
Pan American Health Organization (PAHO). In May of 1964
A.I.D. provided the services of a Public Health generalist as a
liaison officer for CNAP and USAID.

~a. PAHO Personnel 1966 1967 1968
" Medical Officer 2 2 2
Sanitary Inspector 3 3 3

The personnel are stationed in San Salvador,

b. . PAHO Zone Office Personnel

Medical Officer 2 2 2
Sanitary Engineer 1 1 1
Health Educator 1 1 1

As reorganization of malaria eradication activities in
the CA/P region is intensified, PAHO plans to strengthen the
‘malaria staff in the zone office located in Guatemala.

~¢c. USAID Personnel

The USAID Mission continues to maintain its position
of a Public Health generalist who will be expected to advise
and be liaison officer to CNAP. The ROCAP Chief Public
Health Advisor provides some advisory services, particularly
on regional aspects of the program, and the Mission!s admin-
istrative staff will provide backstopping and auditing.

It is planned that through a grant financed by PASA

~ with the U.S. Public Health Service, two malariclogists will

~ be assigned to ROCAP to serve under the general supervision
of ROCAP's Chief Public Health Officer. One of these mala-
riologists will provide advisory and monitory services for El_
Salvador and Guatemala while the other will provide services

UNCLASSIFIED
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for Honduras and Nicaragua. The basic work of the USPHS
malaria advisor will be to monitor project performance.
The complexity of this task arises from the inclusion of 22
minimum technical, legal, and administrative requirements
which must be included in an AID/WHO approved national
plan of operation.

The advisor will assist CNAP in the preparation of
annual detailed work plans in order to assure that the plans
are satisfactory. During the course of an operational year,
he will travel throughout the operational area to verify that
targets are achieved in terms of house spraying or other
techniques.

The advisor will provide technical and fiscal certif-
ication as required for disbursements under loan. The functions
of the PAHO and AID malaria technicians will not overlap but
rather will complement each other, with the latter serving to
monitor use of funds and contmually reporting on program
progress and problems

The technical advisory and evaluation services des-
cribed above are adequate for the program.

d. National Malaria Eradication Service (CNAP)
Personnel

About 443 Salvadoran government workers are now
employed in the program. With the initiation of the new tech-
nical plan which includes the increase of mass drug treatment
an additional 745 employees will be required, making a total
of 1188 for the first year C¥~1966. This number will be de-
creased to 1072 in CY-1967 and to 846 in CY-1968. In addition
there are 2300 volunteers who maintain malaria notification
posts. Detailed personnel costs are shown in Annex II Exhibit
3.

Key staff members of the CNAP organization are the
physicians, engineers and administrators who function as
chiefs of the major technical sections of the national headquar-
ters and as sector program chiefs in the field. A list of key
CNAP personnel appears as Annex II, Exhibit 4. The compe-
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tence of both the professional and nonprofessional personnel
of the organization is high. Of equal importance is the strong
© dedication of the employees at all levels. Experience since
the beginning of the program has shown that in spite of many
and serious obstacles the employees have pushed the program
ahead with the funds and materials available so that it is con-
sidered one of the best and most effectively administered pro-
grams in Latin America. With the increase of 745 employees
during CY-1966 to meet the personnel requirements of the new
technical plan involving mass drug treatment, a vigorous train-
ing program has been planned. The CNAP has the capability
to handle such personnel training and administration

4., Cost of Program

A.IL D. has been asked to lend the GOES 47.6% of _

" the estimated local costs of this program. This loan of $1, 635,000
will be used for personal services (doctors, medicators, spray-
ers, etc.) $1, 436, 320; equipment and materials (transportation,
gasoline, oil, medical supplies, office supplies, special clothing,
tires, spare parts) $154, 480; and miscellaneous expenses (rents,
public utilities, malaria outbreaks, contingency reserve) $44, 200.
These cost estimates are derived from detailed GOES analyses.
The personal services cost is in line with wage scales now current
in El Salvador, and the operating equipment and materials costs
are based on previous experience and are reasonable.

. While the procurement of equipment and materials is a
minor part of this project, and it cannot be determined at this
time what portion -- if any -- may be procured from the United
States. The GOES has stated it will take every reasonable oppor-
tunity to procure loan-financed commodities directly from the
United States. '

In addition to the GOES/AID contributions to the project,
the USPHS will provide two grant-funded technicians to work
primarily in the four countries requesting AID loans, with the
one-fourth of their cost attributable to this El Salvador project
equalling $12. 000 annually or $36, 000 over the three years of the
project; and UNICEF will provide the insecticides, drugs and
equipment required, valued at $760, 000 over three years.

UNCLASSIFIED
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5. Other Considerations

a. Importance of Early Implementation and Com-
modity Procurement

Since the malaria program has been in process since
1955, the CNAP has the basic facilities and technical and ad-
ministrative experience and capability to expand the program
to include mass drug therapy for those areas where mosqui-
toes are resistant to residual insecticides. Early employ-
ment of new personnel and their training is important to rapid
‘implementation of the program to prevent reintroduction of
malaria into areas now in consolidation.

UNICEF has provided commodities in the past in
the form of anti-malarial drugs, insecticides, vehicles,
sprayers, etc. and will continue to do so for the next three-
year period. The timing of arrival in El Salvador and the
other Central American countries of these commodities is
important to maintain program schedules. Therefore UNICEF
is most anxious to know as soon as possible that the new tech-
nical plans have been approved and funding arranged for im-
Plementation so they can proceed with their programming for -
commodities in each of the countries.

b. Funding

The Project budgets for CY-1966, 1967 and 1968 to-
gether with proposed loan figures and contributions from PAHO
and UNICEF are shown in the Financial Analysis. The loan

~agreement will require a schedule of contributions to the pro-
ject from the GOES.

6. Technical Soundness
a. Program Planning

A Technical Operations Plan for a three-year period
1966-1968, has been prepared by CNAP with the assistance of
PAHO and AID/W. The plan indicates clearly that the program -
has been adequately planned and the cost estimates are reasonable
and sound. It is expected, however, that the program costs

during the last year will depend upon the extent of reduction of
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malaria transmission achieved during the first two years of the
- program. In any case they are not expected to exceed the present
estimated level.

The work group for coordination established by the
Minister of Public Health, CA/P, for malaria eradication in
the region has held two meetings and documents have been pre-
pared which set forth procedures and responsibilities of the
Work Group to achieve regional coordination. In addition, the
Work Group reviewed in detail each country*s technical plans
of operation and stipulated specific actions to be taken by each
country, including the prevention of malaria transmission
between countries. These documents clearly indicate the depth
of the planning and the serious intent of the countries involved
to eradicate malaria from their region.

b. Project Evaluation Study

In view of the amounts of money and personnel involved,
and because of the importance to El Salvador and the other CA/P
countries of eradicating malaria, which is now at a critical
stage due to the increasing resistance of mosquitos to insecti-
cides and to the increasing incidence of malaria in the face of
present levels of program activities, the Ministers of Public
Health, CA/P, have agreed that frequent periodic evaluations
of the program are absolutely essential. These evaluations will
be made by the Work Group for Coordination and experts of PAHO
and A.I.D., jointly and/or independently.

¢. Technical Evaluation

CNAP has prepared a detailed plan of operations for

. each of the three years for house spraying, mass drug treatment,
epidemiological vigilance and other activities to carry out the
malaria eradication program. The Plan, Supplement A of this
loan paper, is sound and realistic and has been officially approved
by PAHO/W and AID/W malaria experts. As described above, it
is considered that the applicable provisions in Section 611 of the
FAA have been fully satisfied. :

7. Technical Implementation Plan

The present on-going program includes mass drug treat-
UNCLASSIFIED
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ment, and in all problem areas, -house spraying twice annually
only in those areas where spraying is deemed effective and
epidemiological surveillance and radical treatment of malarial
cases found in areas of consolidation.

When funds become available for the program, the
technical plan for operation will be amplified in the following
manner:

a. Additional personnel will be employed and given
‘ intensive training. These will consist largely of
medicators, the persons who give anti-malarial
drugs directly to people, dosage depending upon
the age of the person. More than 80% of the
population in the mass drug treatment must be
reached on the time scheduled. Area supervisors
also will be trained who will be responsible for
program activities in specific sectors of the
country.

b. Transportation equipment and required supplies
for medicators and supervisors (motorcycles and
jeeps, drugs, etc.) will be obtained.

c. UNICEF will provide anti-malarial drugs, insecti-
cides and most transportation equipment.

d. House spraying where residual insecticides are
effective will be continued and intensified in spe-
cific cycles in attack areas together with larvi-
ciding where indicated.

e. Epidemiological surveillance in all potential
malarious areas will be intensified, with rapid
appropriate attack initiated in all localities where
and when malaria breaks out, utilizing house spray-
ing, mass drug treatment and radical drug treat-
ment of all known cases.

f. The epidemiological and laboratory staffs will be
increased and an accelerated program of taking
blood specimens on all know fever cases for lab-
oratory examination will be accomplished.
Presumptive treatment will be given before lab-
oratory results are known. Radical treatment will

be given to all positive cases.
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g. Most of the malaria notification posts will be

managed by volunteers. Supervision of these
posts by government malaria personnel will
be intensified. All health services (Hospitals,
etc. ) will be regularly stimulated by CNAP in
order to get adequate notification.

Public education will be intensified at all levels
utilizing the phrase "War Against Malaria''.
("Guerra Contra la Malaria').

Reporting systems will be intensified in both
quality and volume, so that there will be a -
continual evaluation of the program including
progress made in terms of established targets
(mass drug treatment, house spraying, larvi-
ciding) reduction of malaria cases, and elimina-
tion of foci of infection and spread of the disease.

Program administration will be augmented and
improved to assure flexibility in program activi-
ties and adequate logistic and administrative sup-
port in all field activities.

.The Pan American Health Organization (PAHO)

will provide technical advisory services at both
the country and the regional level as described
under Technical Analysis of the Program. It is
expected that PAHO will increase its regional
technical staff when the new program is imple-
mented.

AID will provide technical advisors who will

work with the Regional Programs under the
general supervision of ROCAP's Chief Public
Health Adviscr. His responsibilities will be to
monitor the program to assure proper utiliza-
tion of funds. assess program progress in terms
of established targets, identify technical problems
that may arise, and report periodically to ROCAP.

ROCAP?!s Chief Public Health Advisor will assist

in monitoring the program, requesting TDY serv-

ices of expert malariologists when he deems it
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necessary. He will collaborate with PAHO

and the CA/P "Work Group of Coordination"

in evaluation of the country®s program, with
assessment in terms of regional implications
and the regional plan of coordination for erad-
ication of the disease from the Isthmus. Also
he will work with UNICEF to assure that equip-
ment and supplies are available for program
time schedules, and will report program status
status periodically to- USAID/E] Salvador and
AID/W.

USAID/El Salvador will make periodic audits

and provide appropriate administrative back-
stopping to the program.
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F. ECOIuOHIC ANALYSIS

1. General Economic Sltuatlon in El Salvador.

, o

. “El Salvador has just comoleted three years of emanding econom:.c »
,,:activ:x.ty, the end of which is not yet in sight, though the rate of :
expa.ns:.on may be slacken:mg for several reasons. :

Genera.lly reliable GNP estimates show an'averege annual increase

o -of 9% a year for the past three. years. Population increase. is also
©-~ rapid (in excess'of 3% per anmum), ~Official price indices show only
. negligible price increases during the past five years. These indices

a.re belleved to understate actual price movements only slightly, so
i by far the major part m -Jh“ :.n:’a.cated & m anmn :mc*-ease ,

T 'vm ner cc.o:.ta C."P is real

o _ This excellent economic performance was’ possible ow:s.ng to the =S
_.._s:.zml’caneous operat:n.or of several :mportant i‘actors. S ‘

e ~-n.xpa.nm.ng agr:.cultural exports
.. Improved export prices. . - - ' '
.- - Long=term private and puollc ca.p:.tal :Lni'low
~~ Rapldly expanding regional trade - S
... Strong and sustained domestic pr:.vate mvestmerrt S
. Sustained politieal stability o o
Expanolng industrnal mvestment

: Desp:.te rapldly mcredsmg :Lndustriallzatlon, El Salvadar is still .
- ‘an-agricultural country, and a key element in the country's economic .=
- performance is the income from agricultural export crops-~coffee, cot-"
ton, and sugar. These are all commodities which are. in frequent or
. chronic world surplus suoolv and which are subject to rapid price -

5 fluctuations, aooa.rently mora often downward. DeSp:Lbe the ever-vul—»
- nerable situation of these prouucts, Ll balva.dor has i‘ared relat:.vely

) _well d:urlng recent Jears. '

Salvadorean coffee is of good oud.:.ty a.nd is efi‘lciently produced,

f,_-l;i‘;_»éo that relatively little difficulty has been encountered in marketing =
it profitably, The anticipated 1965-66 Salvadorean coffee surplus

.problem did not- -materialize, owing to less-than bumper yields and a

- quota waiver granted at the: Novenber 1965 Loncon meeting, - Some of the -

benefit of the waiver could still be lost if prices drop below the
" target level..' The prospects for equally successful marketing of the :
"1966-67 crop are less favorable. A large crop is predicted, ‘anda "

- .‘&',hlr'her quota. or continued waivers are far from assured. . If a size- j",
.+ able unmarl'etable surplus should result, a problem of i‘alrly serlous PR

. - proportions will result, since public e.nd privete capital would
-+ “then” probably be uneoonomee;ly employed in ca.rry:n the surplus.
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Cotton exports exceeded q)36 mlll:.on in each of the past three y-ea.rs°

- Drought and insect problems reduced the 1965-66 crop to the extent that

1966 cotton exports are expected to be dawn by as much as one~third,

' The negative impact is not limited, however, to reduced foreign exchange
~earnings from cotton fiber exports. -A flourishing vegetable oil and -
© . animal feed industry has arisen on the base of sustained high cotton

production, Imports of crude cottonseed oil from Nicaragua will be .

- needed in 1966 in order to keep oil plants running., In order to -

supply animal feed for the expanding dairy and beef mdustnes, con=: "
sideration is being given at present to importing up to 20,000 tons

: of soybeans from the U.S. In an attempt to dissuade farmers from
- . shifting from cotton to-other crops, the GOES has committed itself

to provide massive financial assistance to permit hard-hit cotton

farmers to roll over existing short-term debt and to finance the
- coming crop.  The result of these developnents will be reduced -
. foreign exchange earnings in 1966 from cotton exports, increased
 foreign exchange expenditures for imforted raw materials, and the
- tying up in cotton financing of bank credit which had been counted
- on to be avallable for more product:we :anestnent both :!.n the

publ:.c a.nd pr:.vate sector. '

Sugar proauct:.on has expa.nded on a. proi':.table baSlS s in the pa.st

-three years,  Of the apprommatel,/ 100,000 tons produced annually, -
‘;a.pprom.mately one-third is sold in the Un:Lted States at higher than

E ~~world prices, The bulk of the remainder is sold in the protected -

domestic market, leaving only a small portion to be sold at present— :

-1y depressed uorld prices. -Additional sugar mill capacity has - - .
- been put in place in the past three years , and if cane plantings
- expand to permit the expanded industry to- operate at capac:Lty,

i Sl surplus problem could result. :

Ibqaorts, wh:Lch wviere stable at a.round $156 mll:.on a year in theA SR

- 1958-61 perlod, began a sustained expansion in 1962 and reached -
. $187 million in 1965, Although sales of menufactured goods in the
-~ ‘Central American Common harn.et are expected to contmue to increase,"
‘no continued expansion of traditional agriecultural exports to world
.- markets can be expected in 1966, ' The dynemic impulse of good.
- volumes: of coffee, cotton and sugar, ;mlch taken together provided -
- the strongest single stirmlant to the 1962-65 boom, can scarcely be

expected to 'orov:.de the same relative strength to the economy in

' the next year or two. Aalthough important indicstors such as retall

e _sales and- industrial procuction continue to e,cpand there 1s a-

'._ri‘eel:mg in the air tnwt a pause. is aue. ‘
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. ;followed in El Sulvador have held price increases to insignificant
- -amounts éven during the expansionary period of 1962-65. "The
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Imports, partlcularly of capltal goods and raw materlals, ex-

.2; panded at a slightly lower rate than etports until the end of 1963.
“In the past two years\trade deficits of $13 million a year have been
~incurred. The CORS became concerned over the trade deficit and '

tightened bank credit in 1965 in order to discourage unneeded imports.

Long~term public and private inflow, however, has more than compensated’
_ for the modest trade:deficits of the past two years. Net foreign
~exchange reserves of the Central Bank stood at $51 million at the end
.of 1965, an increase of 275 over 196l.  Reserves have continued to
- increase and stood at $66.8 million on March 4, 1966, ecual to 21
"'~2months forelgn payments reqnlrements at the 1965 rate.

Total domestac revenues of the Central Government (exclualng

,--“autononous agencies and foreign borrowing) increased by 16% in 1964
o but by only 6,7% in 1965, The May 1965 earthquake is believed to
“have reduced substantially personal and corporate income tax

liabilities- as well as to have resulted in a slowdown in collections.

.. The GOES projects an increase of 11.4% in tax receipts in 1966,
- - ~This estimate is believed to be somewhat infiated, and a more
jg‘prudent estlmated would be no hlgher than the 1965 rate of - increase.

Eypendltureo have remained in llne w1th revenues during recent

'*years. In 1965 an estinated surplus of $7 million was realized
.-+ and carried into the 1966 budget. This large surplus results in
- part from slow utlllzation of funas earmarhed for earthquake rellef

and renonstructlon. :

The tradltlonally conservatlve moneuary and frscal policies

official price indices, which may understate actual increases sllght—

L -1y, increased only 2% during the past five years. Wage increases have

been relatively small, An increase in agrlcurbural minimum weges of
very moderate proportrons in: 1905 appears to have been absorbed with-

out dlfflcul ¥ by employers. A minirum wage for industrial workers

is under sbudv -but-even when implemented SAOuld have relatively

f,slighttimpact on'nrice levels already prevailing in progressive, ex-
- panding plants. ‘Some spot wage increases have been granted to public
.. employees, and raises for increase numbers of ermployees are more likely

than not in the next year or two. . Such increases may be polltlcally

' neeessary if concurrently the GOES increased salaries to middle and
- upper echelon persomnel to the level needed to attract and hold
' ‘competent people. - Public sector wage increases are not expec»ed to
., reach 1nflatlonarj proportions, but 2 gredoer-than—pianned portion
.. of increasing tax revemues may be-absorbed in such increases, leaving -
- insufficient funds for capital centributions to new progects -and for
. the 1ncreased operating expenses. 1nc1aent bo development
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~ The pattern of publlc exnendlture outllned in the Just-complited

,flve-year plan (1965-69) clearly implies that pressures on the bldget

will be greater than in the past. . Public investment in years prior
to 1962 was heavily concentrated in infrastructure projects—e.g.,.

. roads and in self-liquidating projects in power and port development .
~ Since 1962, public investment has shifted gradually into new areas; .
. first largely oelf-llqpldatlng industrial and housing lending, and to
‘. .a lesser extent in investment in'the social sector.  The emphasis
- for the coming years is to be much stronger in the social sector. '

Over 50% of public 'sector investment .in bhe five—year plan is

- scheduled :for the social sector, -Well-administered 1nveutments in .
. health and education may well be more remunerative in the long run
.. "than indusirial and infrastructure investments, but the former are
-, not self-liquidating and place heavy demands, which the budget is
- 411 prepared to meet, on publlc flnances durlng the years of ¢ -
flmplementatlon.n,‘ ' , ‘ L

At the bealnnlng of 1966 Bl Salvador could contemplate w1th
satlsfactlon the dconomic results of the past three years. Those

' results were achieved by mixture of generally good economic manaﬂe-_'.' B
- menb, forelgn public- and private support, and some luck (e.g., -
- agricultural export prices and volume), Realistic observers are at =

preésent unable to perceive the trends and forces which will make

.+ possible a continuation of sound growth at the rate of the'past
- -three years, Despite the excellent results so far achieved in some .
~.sectors, the basic nrovlems of the country of cxcess population,

© . lack of land, and other natural resources, malnutrltlon, 1ll health

‘ _poor hou51n°, and 1111teracy have barely been tackled '

1*d 2 Debt Repcvmenu Cana01ty of Tl oglvudar. o

Forelgn debt puynenus of 1ntereet and Jrin01pal reguire only

f.fabcut 58 of El Salvador's exporu eerntnus at present, ‘The total
- outstandlny foreign debt. at the end of 1965 was $57 mllllon, up.

from $28 mlllion at the end of 19462.  This sharp increase in debt,

-~ however, ‘1is- long—term debt taken on at conventional or conce551onal
“rates of interest. ‘Bhort-and mediwi~term hl'h—"ﬂuerest suppller

credit has been avoided, If neu additionel debt continues to be
available on average terws no more onerous than the post-1962 ad=

A fQ'dltlon, a very large addiiional burden can be assumed w1thout ex- .
‘ceedlng reasonably Drudent deb serv1c1ng limivs, o :

“The developmentel goals outllneu in the five-year plan are, ﬁ3«°‘ ’

: V:qulte modest in relation to needs. The investment requlred cah
S nnowhere near be met by domestlc revenues, unlch only 1ncrease o
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‘arithmetically, while capital input requirements and incressed oper—

ating expenses associated with rapid development increase geometrically.

"El Salvador has no choice but to assume greatly increased foreign

indebtedness if developmental goals are to be achieved in substantial

-+ measure. The favorable side of this picture is that the prudent
-~ fiscal management of the past and present permits the assumption of

increased de'bt without viola.ting the ca.nons a.ccepted 'by foreign

: lenders .

'3.‘ ‘Local Cost Financing.

Virtually a1l of the A.I D. component of $1 635,000 and of the

- . GOES contribution of $1,800,000 will be for locsl costs. Most of the
_small foreign exchange costs will be borne by PAHO and UNICEF,

neither of which asgencies can pay local costs. The A.I.D. portion:

- will amount to 36% of total costs and 4T% of estimated local costs.

The justifications for A.I.D. financing of this percentage of the

- ~total and local costs are simply (a) that the project is necessary,
- () that it is not likely to be carried out without A.I.D. assistance,
" end (c) tha.t the cost of the pro,ject axre necessarily mostly loca.l

costs.

: This pro,ject y like many others which the GOES has presented
in the past and wiil presentin the future, i1s local cost«intensive.

.. Projects are selected for presentation to A.I.D. and other lenders
. ‘from the stendpoint of priority, teking into account the optimal
- mix of resources available., Lagbor is plentiful end cheapj hence,
- proJects using large labor inputs are favored by the-GOES when such

" standpoint of loan negotistion, since: the local 'currency iasue does not

projects also meet tests of priority. -Such projects are relatively -

chegper in terms of tota,l cost, since relatively Pplentiful resources
are used to optima.l advantage. The GOES- 18 well aware -that foreign
cost-intensive projects have a built-in advantage from the tactical

" arise in such projects to a critical degr.'ee. However, the GOES has

avolded emphesizing such projects, even those which would be well short

- of meriting a white elephant label, and has concentrated, wisely we
believe, on high priority projects. _

Financing its jportion of local currency costs presents real and.

, difficult though different, problems for the GOES, which can obtain

. locgl currency only from tax receipts and, to a very limited extent,
. from domestic borrowing. Domestic borrowlng is virtually completely
" restricted to borrowing for self-liquidating projects: aﬂministered
o 'by a.lrtonomou.s entities of proven administrative merit.
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Plannmg, training and other preparation (:L e., the cadastral

- survey) indispensable to provide mesningful additional tax reform -
to supplement the ploneering tax reform measures of the present

administration are expected to provide new 'bax breakthroughs and |

' "-‘receive new impetus. o

Heanwh:..le 3 optlmal use oi‘ the lm:.ted domes tic resources can best

- be achieved by selecting only the highest priority projects, rega.rdless

of the local cost percentage. From the standpoint of the GOES, it is

-~ immaterial whether GQES costs are in local currency or in fore:.gn ex-
- ~change, since in ad open economy without inflation the GOES pays all '
of its expenses in the first :.nstance in local currency. R

“A large and eas:.ly rorgotten measure of selr- help is provn.ded

| through the GOES adherence to stable monetary policies, since as a

result of such policies all i‘orelgn assistance can be utilizad for

- productive- investment without the necess:.ty of diverting a portion

of such assistance to supportln\, assistance which, even if success-

e ful, can at best only build a foundatlon upon wh:x.ch product:we
:_nvestment ca.n then proceed. o . ,

In the case of Bl Salvador, AID flnunc:.ng of hlgh ,,ercentages ’
of local costs does not entail unfavorable effects on the U.S.

-balance of payments, U. S. exports! share of the Salvadoran market .
_have been maintained in percentage terms, while increasing in
absolute terms as total imports increase in response to the expand-
... ing economy. There is every reason to expect this trend to continue
-, and perhaps to inecrease, as U.S. exporters learn how to take ad- o
w vantage of the changing though expanulnb opportunltles to sell '
“in the expand:mg CACH, .~ , L ‘ , o

he Plcoce of Progect in Program.o The malaria eradica.ti,on g

i p'r'oJect was not specifically envisaged in the FY 1967 CAP, since it.
-was, until redently, assumed that El Salvador would finance from its
- own resources its share of the four-nation regional malaria eradica- -

tion program of vhich this progect is a necessary and integral pc.rt
The regional progect has and has hed a high priority in the

- regional program, It became necessary for the GOES to seek AID',
- finaneing for part of the project only when the GUES realized in the
~-preparation of its CY 1966 and 1967 budgets that, despite a 628 °

increase in its appropr:.atlono for malaria ere.d:l.catlon, its |

resources would be . :msui‘rlc:s.cnt to carr‘,r the whole load alone. o
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s, Economics 'o‘flPr‘ojeet‘

(a) R%onal Slgnlflcance of halaxla Eradlcatlon ’

Sn.nce 1942 the U. S, Government has been assn.stlng other )
f,cow-xtrles in their anti-malaria programs. During 1956 and 1957, such
support reached a $11,5 million annual level in Latin America, Under
‘Section 420 of the Mutual Assistance Act, 1957-60, the U.S. Congress
recognized that malaria "constitutes a major deterrent to the efforts
of many people to develop their economic resources" and stated the
U.S. policy.of assistance to efforts to eradicate malaria. U.S.

. -agencies in malaria ere.dicatlon in most of the 84 countrles where anti-
' malar:.a act:.nties are underway '

‘ : A statistical survey by "IIO in m1d-l963 estnnated that
154 million ‘persons on the American continents live in what once were
-~ . malaria-infested areas. This figures includes about A5 million :Ln the

fUnited States ‘where ma.lar:La. has been eradlcated

In four countries oi‘ Central America (Guatemala, El Sal-
: vador s Honduras and Nicaragua) approximately 7 million people, or 65%. (
- of the total populatlon, now live in areas that were originally at risk |
to malaria, Today in 83% of the populatlon of these four ‘countries _ .
thére is either no'malaria or it is under satisfactory control. The - ;
- economic’ and social consequence in the way of increased a.grlcu_'l.tura.l , ]
- and industrial production and reduced . -mortality rates is evidently =~ . '
substantial; however, as in the case pf other public health activi- =~ .
. ties, ‘the d:.rect economic benefits from malaria control ‘and erad:l.ca.— -
o t:.on are dli'flcult to quantl.fy. o \

. ) Comparlsons of” agrlcultural hroductlon in .Jest Pah.stan ‘

: between protected . and unprmected malarlal districts suggest that
-increased agricultural yields are directly correlated with anti-

- malarial activities. A WHO experiment in East Pakistan and other

- worldwide data suggest that agricultural yields may increase from

< 15-40% due to eradication of malaria. Sich details suggest the

. importance to Central Amerlcd'" heavn.ly acrrlcul ura.l economy of the.
ant:.-malar:.a program. e L o '

o Consiaerz_ng the strong social end economic ‘benefits of : |
© .~ the pro,ject it appears there is no alternative expenditure which - .
.+ would achieve the same “results as malaria eradicatien, ' .-
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Bet.ween 1956 and 196L; the Un:.ted Sta.tes pmv:Lded ass:.stame
to Central America in Grants and Technical Assistance., PAHO and '
UNICEF gave further assistance during this period. Costs shared by

. the four governments (excluding Costa Rica) and A.I.D. have totaled.
about $28.4 million, with A,I.D. contr:.buting $7 2 mil]_ion (25}‘5)
-ovey the past e:.ght years, : :

‘ The proposed three-year eradlcatlon program, :mtended to

‘cope with the residual problem areas /1l .will cost an estimated .= = o
~ $14.3 million, of which the U.S. support, on a loan ra.ther than a ..
Sk ’grant bas:.s 5 would approxlm oe oh 8 mllllon. , : T :

A Added to the e‘cpendltures of bhe preced:.ng peI'lOd the total \
: 'eleven-year progra.m woudd cost, by the end of 1967, $42,7 million, an
- ‘average annual cost of about $3 9 mllllon, of which the U.S. share

: would be, in grants a.nd loa.ns 5 a,bout ¢l2 mllion, or 28% o

B yAR - Because' of ins'eetiei'de res"i'.steneethe Az_remé.ining 1.8 mill fon
%7 ‘population of the Pacific coastal areas present a special.
: . problen, The problem area populata.on is estlmatod as fol-
Problem . [Total 1964 % of .. . -
SIS Area Pop. ' - Population =~ ‘Total . .. -~ -° .
SRR D «El‘Salvadw o 374,000 2,750,000 - 13.28
Sre .0 ‘Guatemala o o0 491,000 7. 4,300,000 o ll.h o
.+ Hondwras' ,-1@1,000*-{ 2,200,000 - 6.4
- - Nicaragwa . = . 809,000 - 1,600,000 - 50,5 °
o 1,815,000 10,850,000 < 17.08
The i‘ollcw:.ng table shows t.he ')uro,a.maue cost per person
7 of the proposed tiree-~year program based on the population of the _
problem areas and the total estimated expeno,Lbufes i‘rom government
contributlon and Un:l.ted otaoes loens* ‘ > ~ Sl
" UNGLASSIFIED
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Population - Three-Year . =~ Appro:u.mate

Problem = ' Cost:® Cost per Person
R Area _ (Iulllons) Three—Year Perlod Per Annum
 Guatemala 374,000  § $ hh RSt 76 $3 92
El Salvader  BOL,000 34 6% 240
Honduras ~ = 142,000 . 2,3 . - 1630 © . 5.3
~ Nicaragua -~ _ 809,000 L2 25.19 - L3
. l 815 000 .3 oo .88 2,63

The pr:.nc:.pa.l a.ffected areas are the Pacific coastal lowlands. .

- This str:.p 2long the Pacific, some 600 miles long and rarely as mch as
- 100 miles wide, is the most densely populated area in Central imerica--
-about 20% of the total area of the region containing 60% of the popu- -

“lation.,  This area of population concentration inecludes about one-third

of Guatemala, a1l of El Salvador, the two Paclf:l.c Coast prov:.nces of
_ZHonduras, and the urbm areas of Nicaragua. :

Postt.ar a'rrlcultural develooment oi‘ su,ar and cotuon bears

.a 'dlrect relatlon.,nlp' to the reduct:.on of ‘human reservoir of malaria
~ parasites. The Pacific Coast lowlands and plains vere economically -

revitalized because of the war on malaria.. In T1 Salvador alone the
- coasz oooul.ltlon hzs doubled smce 1958 ‘ :

The economic mportance oi‘ the Pac:.uc Coast areas oi‘ Guate-

o mala, Bl Salvador, Honduras, and Nicaragua is siwvm in the series of

paragraphs (following)which give the percentage of major crops grown
~.in the Pacific Coasts Deo‘.rtmen.,s OL these countrles compa.red w:.th the

o country crop totals.

e Gua ema.la. Seven Pacific Coast Departments co*nprlse 17% of”
o the land area and in 1962 contained 243 of the population. This area
““in 1962 produced lGO% of Guatemala's cotton crop, 773 of its coffee,
. L% of its sugar, 555 oi‘ its rlce, LES of its carn and 49% of 1ts

. cattle.

-+ Nicarapua: Four Pacific Coe st epartments make up 12% of -
tne total land arca of lNicaragua and contein about 43% of the
“countryt!s 1963 population., The area produces 914:’ of the country!s . .
cotton, 83"3 of its sugar, 35% of l'bu w.Ce d‘ld 31 of its‘cattle._ ’

: - Nicarasua constitutes the or:.nc:l.pal provlenm arca, i’hen
j»tne pror-ram began din 1958 amroxlmately 96%. of the population was

- considered to live in a mal arla drea which consisted of 955 of the
land,  Eradication of malaria, ‘principally in the most fertile

. regions where the sugar industries are located and where cotton and
cereals are being cult:w*ted 1s considered wperat,_v«;. o

UNCLASSIFIZED

 BEST AVAILABLE COPY

T PRSI ATV T T T T

A PHEATY I T Y




E R  UNCLASSIFIED

" E1 Salvador: 67% of the total oopulatlon of San Salvador

" live in eight Pacifie Coast Departments. This land area produces

933 of its cotton, 7% of its corn, 66% of 1ts sugar, éh% of 1ts

coffee and rice and 58% of its cattle.

Honduras: The proplem area is in the tlp on the Pacific

| lylnu between E1 Salvador and Nicaraguz, In this area there are

only two Departments containing 12% of “he populatiocn, Consequent—

-1y the economic 1mportence of the area us compared with the other
-three countries is relailvely small, as may be seen from the
:Tables. Only cotton is of real 1nporta1ce w1th all of the country's

productlon grovn in these two departmen\s.

Summagz 1he foreg01ng Pac1flc Coast swnaries give a

. clear picture of the economic 1nportance of malarial areas to the
~agricultural sector in these four countries, Needless to say,
. Industry and commerce play an incieasingly dominent role in the -
‘ports and adjacent towns where refineries, fertilizer plants,
- fisheries and coastal shipping are located, These too would be
. sadversely affected in the: event of a resurgence of malarlal 1nfectlon
v;:along the Pac1f1c Coast area.'_r L

Y

Success in. eraolcgtlon depends upon contxnuous and systematlc

,soperatlons over a minimun of seven years (starting from scratch) if
the disease is to be completely eliminated, Therefore the costs of

such programs appear super{ficially great in comparison to the derived
economic benefits, There can be no question, however, of the tangible

._:~,and immediate social and welfare benefits from malaria eradlcatlon.‘
. These will mean 1ncreased 1nd1v1dual longevlty and. product1v1ty.

Antl—mal;rla\comnalgns hdve contrlbuted s:.gnlflcantlv to the

"feconomlc and social development of the countries; these activities

-~ should:be continued, Cessation or a sharp curtallnent of the progran
‘in.any country will result in a resurgence of ndlaria and the campaigns
 in contiguous countries could be aficcted adversely, If malarial in-

fection is not effectively eradicated it could spread and oblige the

" agricultural population to retreat.to the hishlands., Ironically
.~ enough, the progress of Central Americen econcmic 1ntegratlon, with its
*‘enhancement of migratory movements by land and air, reduces the
protection norually afforded by “islend" 1solaolon, and makes the need

for malarla eraclcaulon and control even greater,

UNCLASSTFIED

" BEST AVAILABLE COPY




%5 UNCLASSTFIED

i “ In view of the assumptlon that the proposed malarla eradica~
. tlon program will go forward in Guatemala, Honduras, and Nicaragua,
it is obvious that the results in those three countries would be short-

. lived uitless concurrently similar eradication efforts are adequately ' -
- " implemented in El Salvador,  Malaria would quickly bereestablished in
-~ o7 newly malaria-free areas of the three neighboring countries if El1 =~

. Salvador remained an area of actual infestation.. Movement of people

, »}j*to plugging only'three of four holes 1n a founderlng shlp.'

. among, the three countries is alréady large and is increasing rapidly, -
. 'so that gradicating malaria in only three countries would be similar

(b) Slgnificance of Malaria Eradlcatlon e El Salvador.

: g Although much of E1 Salvador is susceptlble to malaria,
the present areas of infestation in the Pacific coastal lowlands pre-
_'sent the greatest danger of reaching endemic proportions. It is o

_in the coastal area that recent agrlcultural advances have been the .
- »-most spectacular, as the completion of the litoral highway made more
-+ intensive cultlvation of the area economically feasihle, The mainten-
. 'ance and expansion of this ecconomic advance could be jeopardlzed if
- Cmalaria is n0t brought under control or’ eradlcated

. - The affected area is also the seat of the neuly 1mportant

. ~shr1mp 1ndustry.a One. important port city, Acajutla, has expanded
~rapidly in the past five years and is becoming an important industrial

. &as well as port city., Fresent. plens call for more intensive develOp-

' ment of the area surroundlng La Union, on the Gulf of Fonseca, in o

" . .connection with regional development 1nvolv1ng Nicaragua and Honduras.vv. -
- Industrial progress alreaay achieved could be set back if malaria - .

' ‘worsened in the ares, and prospects for future Salvadoran and
- . -~.related Nlcaraguan ard’ Honduran deVelopment would be less favorable
‘“?funless it is assumed that nalarla in the reglon Wlll be “iped out,

. UNCLASSIFIED

- BEST AVAILABLE COPY




T SUP

36 '~ UNCLASSIFIED

© G. FINANGIAL ANALYSIS -

e i

1. Tota.l Requirérnents G

- The over-all cost of the three -year program is
" estimated at $4, 555,455, with the bulk of the expense,
" local-cost goods and services, to be underwritten by the :

.GOES and A.I.D. Contributions of approximately $360, 000
will 'be received from PAHO (in technical advisors and .
special investigatory equipment and materials) and

. $760,000 from UNICEF (in insecticides and related equip-

' .. 'ment). A summary cost analysis follows in tabular form.

X
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COST SUMMARY:

EL SALVADOR MALARIA PROJECT

(U.S. $)
6 1 9 6 7 9 6 8
GOES TOTAL GOES A.I.D. TOTAL GOES A.I.D. TOTAL
GOES & A.1.D.
Loan Contributions;:
Personal Services 476,214 664,728 1,140,942 600,000 459, 660 1,059, 660 600, 455 311,931 912, 386
Equipment &
Materials 95, 906 95,906 84, 280 84, 280 70, 200 70, 200
Miscellaneous 27, 880 - - 27,880 24, 200 24, 200 20, 000 20, 000
TOTAL 600, 000 664, 728 1, 264, 128 600, 000 568, 140 1, 168, 140 600, 455 402, 131 1,002, 586
Other Contributions:
SOSP/OMS incl. 1/6
ERegional Office costs 120, 000 120, 000 120, 000
G UNICEF 280, 000 280, 000 200, 000
A TOTAL 1,664, 728 1,568, 140 1,322, 586
b
ERECAPITULATION: Totals! 1966 - 67 - 68
GOES A.I.D. TOTAL
GOES & A.I1.D.
Contributions:
Personal Services 1,676,668 1,436,320 3,112,989
Equipment & Materials 95,906 154, 480 250, 386
Miscellaneous 27,880 44, 200 72, 080
1,800,455 1,635,000 3,435,455
Other Contributions:
OPS/OMS (incl. 1/6 Regional Office Costs) 360, 000
UNICEF 760, 000
TOTAL 4, 555, 455

LE
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2. Financial Plan

The procurement of goods and services to be financed
under this loan, from the GOES contribution, and from PAHO/
UNICEF will be administered by the CNAP, an agency of the
Ministry of Public Health and Social Assistance. As has been
the procedure for administering A.IL D. Grant funds for malaria
control in the past, the CNAP will 'request an advance of funds from
US AID and will return suitable documentation to the US AID as
the advance is drawn down. . All advances will be subject to re- -
fund by the GOES,: and the entire procedure will be subject to
periodic spot checks by the US AID Controller.

In the light of the importance of beginning the eradication
program promptly, and to provide continuity of operations pre-
~ serving the benefits of previous malaria control programs, the
first disbursement of loan funds may be expected immediately
. following satisfaction of the Conditions Precedent. The summary
table and Annex II, Exhibit 8 indicate the anticipated annual dis-
bursement rate of A.I.D. and GOES funds over the three years of
the project. . . .

3. J'ustifi’cation of Loan Terms

. The project committee is of the opinion that the terms
recommended (40-year repayment, including a 10-year grace pe-
riod, at interest of 1% during grace and 2 1/2% thereafter) is
reasonable. This conclusion is based on the following:

(a) El Salvador's present foreign debt burden does not
now place a heavy burden on current exchange earnings, However,
(1) it is essentially an agricultural country with a major reliance
on two crops, coffee and cotton, whose price fluctuations on the
international market could substantially affect the foreign exchange
reserves, and (2) the government has committed its fiscal revenues
to a balanced Five~Year Economic and Social Development Plan and,
even if it were possible to reallocate resources within this plan, a
deficiency would be created in another sector which would require
compensating external financing. Loan terms other than the most
concessional A.I.D. can offer could diminish the existing reserve
position or require a sacrifice of other economic and social ben-’
efits in the country's development efforts.

(b) Much of El Salvador's external financial assistance has
- UNCLASSIFIED
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been in the form of medium to long-term loans and grants. All

A.I.D. loans to the GOES have been made on the most conces-
sional terms.

(c) This is a social-impact project and has no direct
revenue producing capacity. '

(d) ~ Per capita anﬁual GNP is approximately; $293.

4, Prospécts of Repayment

The GOES in the past has demonstrated its credit-worthiness.
Although present development efforts will increase the debt burden
of the GOES, care is being taken to assure that the burden does not
~ reach unmanageable proportions. The present low percentage of

external public debt service requirements to gross foreign exchange
earnings attests to this. The fact that El Salvador values its
standing as a responsible member of the Central American Com-
mon Market is sufficient to conclude that there are reasonable
prospects of repayment considering the liberal terms.
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SECTIONII - IMPACT ON_U.S. ECONOMY

A. COMPETITION WITH U.S. ENTERPRISE ..

No competition with U. S. enterprise will arise from this
project.

B. SOURCE OF PROCUREMENT OF GOODS AND SERVICES

The loan provisions will limit loan-financed procurement
to the United States and the Central American Common Market.
Substa.ntlally all of the loan will be used for costs of personal .
'services procured in E1 Salvador.:

UNCLASSIFIED
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SECTION III - COVENANTS AND CONDITIONS

S ——T—  ———— m——
'

i : | (a)
: (c}
(e)

In addition to the usual covenants and conditions, the follow- .
mg will be included in this loan: -

Prior to the execution of the Loan Agreement PAHO/W

. and AID/W formally shall have approved the El Salvador
technical plan and the regional coordination plan.

Prior to the first disbursement or the issuance of the
first commitment document under the Loan Agreement
the Borrower shall furnish A.I.D., in form and content
satisfactory to A. L D., a schedule of its contributions
to the project during the estimated disbursement period

"of three years from the date of execution of the Loan

Agreement. The Borrower shall accompany that sched-
ule with evidence satisfactory to A.I.D. that it will pro-

- vide the contributions called for by the schedule.

Prior to the first disbursement or the issuance of the
first commitment document under the Loan Agreement
the Borrower shall furnish A.I.D., evidence that the
contribution to the Project undertaken by UNICEF will
be available on a timely basis. '

Borrower shall covenant faithfully to carry out its

‘national technical plan and the regional coordination

plan, and to obtain the approval of A.I.D. and of PAHO
before modifying its national technical plan or agreeing
to a modification of the regional coordination plan.

Borrower shall covenant that, except as A.I D. may
otherwise agree, no funds made available to the Borrow-

" er by A.L D. under the loan shall be used to pay the

salary or related expenses pertaining to any position
existing in the Borrower prior to January 1, 1966.

Borrower shall covenant to give full cooPe ration to such

persons as A.I D. shall nominate to monitor Borrower's
performance under the Looan Agreement.

UNCLASSIFIED
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The Borrower shall covenant that it will maintain the
National Anti-Malaria Campaign (CNAP) as separate
administrative, logistic, and technical entity within
the Ministry of Public Health and Social Assistance
for the purpose of implementing the Project.

Borrower shall covenant to provide the resources neces-
sary to achieve the eradication of malaria within its
territory and to prevent the reappearance of malaria in

‘that territory; and in furtherance of that undertaking .

. Borrower shall covenant to consult periodically with

representatives of A.L D., or such persons as A.I. D.

‘may nominate, during at least the f1rst five years

after the last d1sbursement

UNCLASSIFIED
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SECTION IV - IMPLEMENTATION PLAN

A.. ACTION PRIOR TO EXECUTION OF LOAN AGREEMENT

1. PAHO/W and AID/W approval of the El Salvador techni--
+ cal plan and the regional coordination plan.

2. . Drafting of the Loan Agreement and basic Implementa-
tion Letter by USAID/ES and ROCAP.

- 3. Negotiation and signature, which could be completed
in June 1966. :

B. MEETING CONDITIONS PRECEDENT

It is estimated that the Conditions Precedent can be met
-within thirty (30) days of execution of the Loan Agreement. As-
suming GOES ratification within the same period, the first ad-

vance of funds may be effected by the end of July 1966.

C. TECHNICAL ASSISTANCE.

' Arrangements for proﬁriding a U. S. Public Health Service

Advisor (through a Grant-financed PASA) will be concluded im- -

mediately following execution of the Loan Agreement, with the
" Advisor expected to be in the field about one month later.

D. DISBURSEMENT OF THE LOAN

The loan will be disbursed by U.S. AID/ES in a series of
advances, within appropriate documentation of expenditures re-
turned to the U.S. AID/ES Controller for review and acceptance.
It is estimated that the loan will be completely disbursed, as
needed, within three (3) years. An estimated AID/GOES cumula-
tive disbursement schedule follows as Annex II, Exhibit 6. '

E. CONTROL, MONITORING AND REPORTING

Fiscal control of loan funds will be the responsibility of the
U.S. AID/ES Controller, who will supplement his review of doc=
uments with occasional spot checks of the Ministry of Public

UNCLASSIFIED
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Health and Social Assistance and CNAP procedures, as appropri-
ate. Certification of commodity procurement and personal serv-
ices vouchers will be provided by the U. S. Public Health Service
Advisor. The Controller will also be able to call on the ROCAP
regiona'.l auditing staff for assistance, if needed.

Technical mon1tor1ng of the pro;ect will be the responsibility
of the Chief Public Health Advisor (at ROCAP) assisted by the U.'S.
Public Health Service Advisor, who will be reporting on actual
progress vs the deta11ed program. ‘

Periodic progress reports will be submitted to U. S. AED/ES
by the Ministry of Health, and will be forwarded to AID/W by the

' U.S. AID/ES Capital Development Officer. Evaluation of Borrow-

er reports and compilation of supplementary reports on the project
will be the responsibility of the U.S. AID/ES Capital Development
Officer, assisted by the U.S. AID/ES Controller and ROCAP's
Chief Public Hea.lth Advisor.

UNCLASSIFIED
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o ANI\IEX I, 1ofl2
EL SALVADOR = L
" MATARTA FRADICATION

CHECK LIST OF STA"UWORY CRITERIA (ALLIANCE FCR PROGRESS)

The follow:mg aobrev:.aw.ons are used

l.

FAA Forelgn A551stance Act of 1961 as amended by the
- Poreign A351stance Act of- 1965

App Forelgn A551stence and Related Agencies Appropriatlons
Act 1966. : R .

v ( .y statement should be given. for each 1tem given the
: summaryllnforﬂatlon or conclusion requested and includ-

ing a reference to the sections of the Capital Assistance -
" Paper, or other clearly identified and available docu-v‘

ment, on which they are ‘based, )

FAA Sectlon 102, Precautlons that have been or are being taken
to assure that loan proceeds are not. diverted to short-term '

: <>energency purposes- (such as budgetary, balance of payments,. or
© military purposes) or any other purpose not essentlal to the
»countryis long—range economic'development' o :

Adequate control w1ll be exercised to assume that. loan proceeds S
are not diverted to short-term emergency purposes (such as

- budgetary, balance of payments, or military purposes) or any o
- other purpose not essentlal to the country's long—range economic -

development ,

: (Sectlon I—m-—3 and I—G—z) En E

FAA Sectlon 102, Informaulon on measures taken to utllize United 1‘
*.. States Government excess oersonal prooerqy 1nv11eu of the procure-
ﬁiiment of new items. . :

easures will be tahen to utlllze United obates Government,excess

property as may be consistent with the requirements of the
- project and as may be availdble within a ﬂeasonable perlod of
jftlme, in lleu of procurenent of new 1tems.

" BEST AVAILABLE COPY




struct:.on by mob actlon of United States property.

UNCLASSIFIED

ANI\IEXI,zoflz;f

FAA Section 102. : Infornation whether the country pemits, or -
fails to take adequate measures to prevent, the damage or ‘de=

. 'Past actions of -the country oi‘ b Salvador demonstrate 1ts

" intent to take adequate measures to prevent the damage or de-

struction by mob action oi‘ United States property. ‘

a 4- ,
“ ¢ " (under laws of country and U.S,.) and reasonableness of lending
fr‘ia.nd relending terms of the loa.n. : :

FAA Section 201(d). Information a.nd conclusion on lega.ll_ity

~ Loan funds a.re to be borrcwed at rates of interest which are riot .
. unreasonable .or illegal for the Borrower. ard .are w:.thin the ‘
S glimits esta.hlished by this Section. ERR :

5, F

RS

: FAA Section 25l(a) Ma.nner in which loan will promote cou.ntryls o
S economic development and contribute to the weli‘are of its people.

_ This loa.n i‘inanced project will promote the countryls economic |

development and contribute to the welfare of its people through

- increased protection against malaria, primarily in the highly

productive Pacific Coast agricultural area,

(Section I-B and I-F)

7 ""'the principles of the Act of Bogota and Charter of Punta del Este

FAA Section 251 (b) (l). ent to which country is a.dhering to

 and is showing a responsiveness to the vital economic, political,

and social concérns of its people, and extent to which country has .

»_ - -demonstrated a- clear determina.tion to take effective self-help
LT measures. : : Lo :

f7‘c

‘ ';»;economic and technical soundness.

‘Account has been ta.kcn of the Borro\rcrls adherence to the pr:.nci—-

_.ples of the Act.of Bogota and the Chartcr of Punta del Este,

a.nd the Borrower!s responsiveness to the vital economic, political,

- and social concerns of its people. Past contritutions by the o
-~ Borrower to increasing the CNAP- budgets of its Ministry. of Health
~ have been demonstrations of effective self-help measures in this

field, and A.I.D, considers the proposed Host-Govement contri-
buta.on to this pro,]ect to be sui‘i‘icient. p ' S .

T ey
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This activ:.ty has’ been found economcally and techmcally sound.
'[(Sections I-B; I—E ‘end I-F) ol S

TFAA Sectlon 251(b) (3). In.fomatlon and conclus:.on on actlvn.t.y"s

relationship to and consistency with other development actlv:.tles )

o and its contr:.butlon to realizable long-range ob,jectlves.

j._ " ':.This a.ct:.v:Lty has’a bas:.c s:.gn:.f:.ca.nce for all Borrower!s develop- -
. ment actlv:.tles, and will play an’ essentn.e.l pa.rt 1n the’ rea.ln.za.tlon
" of long-range ob,Jectn.ves. : '

3 :_‘9,'6.

(Sectlon I-I‘)

‘FAA Section’ 251(13) (A). Informatlon a.nd conclus:.on on p0351ble o

" .-effects on U.S. economy, with, spec::.a.l reference to areas of

l substa.ntlal labor surplus.

- ':'1 This actlnty w:ll have no s:.gnlf:l.cant d:urect effect on the U.S. S
. _economy, and no competition with U S. enterpmse w:_'Ll result T
o d:.rectly from J.t. ‘ : : , ‘ .

10

FAA Section 25l(b) In.t‘ormatlon and conclus:.on on ava.:.la.bility
of financing from other free world sources ’ :.ncluding prlva.te

e 'sources within the Un:t.ted bta.tes.

Financing for this a.ctlva.ty is not ava:_'l.able from other free

o .;lio

" "world sources, including private sources w:l.thln the Un:.ted
»S’c.ates, on feasible terms. : SRR e L

FAA Sectlon 251(‘0) Informatlon and conclusmn on capa01ty o;t‘ .

7 the country to repay the loan. S

7"‘It a.ppears reasonab]y certa:x.n tna.t the Borro wer W:Lll be capable
~of repaying the loan, .
(Secta.ons I-F and I-G)

)-f FAA Sectn.on 25l(b) +"ozm.:u:i_cm and conclus:.on on cou.nury's ef.- .
. forts to repatriate Ca.pl a.l invested in other countries by its - .,
o own c:.t:.zens. R : T . IR

E The Borrover has con51stenul,,r i'ollowﬂd pol:Lc1es “that_ encourage

the repatriation of’ caplta.l mvested 1n oller countrles by :.ts
;;;.Jown c:.t:.zens. : ‘ : oo : : RS

UNCLASSIFIED - * .
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13. FAA Sect:.on 251(b) Information and conclusion on reasonable -

" surances to indicate reasonably that -ifunds will be used in an ‘
- f».‘e°°n°m-1°a11}’ a.nd technn.cally sound manners . -

_ prOSpects of repe.ymsnt.

. It appea.rs reasonably certaln tha.t the Borrower w:.ll be w:ll:mg | -
‘and able to repay. the loan. R . o
FAA Section ,25l(e)._ Ini‘ormat:.on and conclusion on a.va.:.lablln.ty R

of an application together with sufficient information and as-

" Borrower has nade a forma.l appllcatlon for 1oa.n-i‘unded assistance

- in this act:.v:.ty, and A.I,D, has received sufficient information
"and’ assurance to indicate reasonably that funds w:.ll be used :.n -

" "an economically and- tec}uu.cally sound manner. o
: .,.(Sections I-B-6 I-E and. I-F) - :

. lS.FAA Section 251(3;). Ini‘ormat:.on a.nd conclu:ﬂ.on on use of loan

to a.ss:.st in promotmg the cooperat:.ve movement :|.n La.t::.n Amer:.ca.-

B -,This progect is not d:.rectly relo.ted to the promotuon of the “

16s
' ‘going directly to pr:.vate enterprise, is going to intermediate

© credit institutions:or other borrowers for use by private enter— -
~prise, is being used to. finance imports from private sources, or is

o ‘cooperative movement in Latin Amer:.ca.

FAA Section 252(a) Total amount of noney under loan which 1s

| otherw:gse be:.ng u.;ed to f:.nance procuremerrt i‘rom pr:.vate sources.‘

©All loan funds are be.u.ng ‘made’ available to the Host Government
"a small portion of the loan will be used for commod:.ty procure-

“ment ‘from private enterpr:.ses. B I L
V(Sect:.onI-G) e T T T Vo

“-x 7 ‘encourage eiforts of the country to: (a) increase the flow of in- . -

FAA Section GOl(a). Ini'ormat:.on and conclu..»:.ons whether loan u:Lll

ternational trade; (b) foster private initiative and competition;

o (c) encourage development and use of cooperatives, credit unions,
"and savings and loan associations; (d) discourage monopolistic - -
~ practices; (e) improve technical efi‘:.c:x_ency of industry, agri- :
culture s _and cozzxnerce, and " (f) strengthen free labor um.ons.

. UNCLASSIFIED .

‘BESTAVAILABLECOPY . AN ;\)&:



UNGLASSIFiED

ANI\IEXI 5o£ 12

" The. beneflts of the pro,]ect will encourage ei‘forts oi' the Borrower '

T ~ through increased agricultural production, to increase the f£low -

of international trade, foster initiative and competition, a.nd

¥ ‘:_mprove the ctechn:n.ca.l eff:.c:.ency of agrlcu_'l.ture. o -

‘18,

F4A Section 60l(b). Informat:.on and conelusion on how the. loa.n
will encourage U.S. private trade and investment abroad and how
it will encourabe private U.5, participation in foreign as~

- sistance programs (including U.S. pr:Lvate trade ‘channels and the

- gsemces of U.S. prlva.te enterpr:.se)

o Pr::.vate sector part:.clpatlon in th:.s pro;ject m.ll be l:mted to

i prov:.s:.on of camodities. -

FAA Section 60l(dl Conclus:.on a.nd supporulng 1ni‘ormat10n on

campliance with the Congressional policy that engineering and .
: proi‘ess:.ona.l services of U,S, firms and their affiliates are to B
be used in connection with capital projects to the max:.mum ex-

o tent consistent with the natlona.l interest.,

Procurement of enrr:meer:.ng or profess:.ona.l services I :Lnanced _
under this loan will be limited to the Un:.ted States or the i

Centra.'L Amrican Common Ma.rket.

200
<, permit American small business to participate equltably :x.n the i

FAA Section 602. Informaulon a.nd conclusmn whether loan w:.ll

= furm.shing of. goods a.nd services financed by it.

Amemcan sma.ll business Ulll be able to partlclpa.te in the ' .
,_;furn:.sn:mg of loan-i‘:.na.nced goods and serv1ces wherever pra.ctlcal. '

- 'FAA Section 60!;(:1). Lpp. Section 108, :Compln.ance w:Lth restra.ct_:._on :
- of commodity procurement to U.S. except as otherwise determined

- by the Pres:.dent and subgect to statutory“reporting requirements. 3

~ Equipment, materlals, and services (e xcept marine J.nsurance)

[

o financed under the loan shall have their origin in-and be
.. procured from the United States, or Member Countries of the. Cen- ‘
“ - tral American Cormwon Larlret. - U.S, dollars utilized under the

l - loan to finance local currency costs shall be made available to
o f,Borrower .or its des:.gnee ‘through appropr:.a te procedures, a.nd
. shall be used only i‘or procurement in the. Unlted States. :

UNCIASSIFIED
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~ FAA Section 604(b) " Compliance with bulk commod:Lty procurement |
. restriction to prices no higher than the market pr:.ce preva:.ling
.~ -in the U.S. at t:.me of purchase. -

Any comod:.tles financed by th:.s loa.n and purchased:.n bulk: will
be pﬁrchased a.t prices no higher tha.n preva.lln.ng U.S. ma.rket S
pnces. ‘ v ‘ . , o : '

FAA Section 604Ld) Comollance vith requirement that marine _
- . insurance be purchased on commodities if the host country dis- -

'cr:.ma.nates, a.nd that such insurance be placed in the U.S.

If the Host Country d:.scr:.m.nates aga::.nst any U.S. marine
- insurance company, any commodities purchased with loan funds-

shall be insured against marine I‘lSk w:Lth a company author:.zed .
to do business in the U. S. ; ;

- (Section II-B) "

fFAA Section 611La)(l) Inf omat:.on a.nd concluston on ava:.lab:.l:.ty

of engineering, financial, and other plans necessary to carry out -

‘the assistance and of a reasonably firm’ estimate of the cost of
o the -assistance to- the Unlted Suates, R ’

.j‘ ] ﬂ; 25 . )

‘v‘vNecessary technlcal and flnanclul plans have been completed and »
‘a reasonably firm estimate of the cost to the United States of -

the activity to be financed has been obta.ined

'(Sect:.on III) = SRR ,

FAA Sectlon 6ll(a) (2). Necessé;a,ry legislative action“required L
© within recipient country and basis for reasonable anticipation ‘

such action will be completed in time to perm:Lt orderly accompl:.sh— o

S f"‘,ment of purposes of loan.,

- ';' Host Country ra.tli‘lcatlon of the loan is expected promptly fol-

.lowing execution of the Loan rgreemnu. i v . ST

7""-(Sectlon N) R ‘ o o : .

L 26..

FAA Section 6ll(b), App. Secetion 1Ol If water or water— ;
related land resource construction pxo,ject or progra.m, :mi‘ormat:.on .

a.nd conclus:.on on benefit—cost computat:.on.

B " NOT APPLICABIE o

UNCLASSIFIED
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' ~ for construction be let on competitlve basis. to maximum extent

28,
" taken to assyure that, to the maximum extent possible, the country

UNCIASSIFIED
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FAA bectioniéll(;), Compliance with reqplrement ‘that conuracts

‘practicable, -

'The loan agreement dlll provide for observatlon of thls reqplre— -

‘n@nt.

FAA Sections 612(b) and 636(h) Approprlate'steps that have been

- is ‘contributing local currencies to meet the cost of contractuul
__frand other services and foreign currencies owned by the U.S.
_“f-are utlllzed to meet the cost of contractual and other serv1ces

,3”fTo_the naximm extent p0551b1e~the Borrower;lo contributing
- local currencies to meet the cost of contractual and other
. services, and the United States owns no local currency that

could be used for thls proJect.

rf(Sectlon I-G—B)

30,

FAA Sectlon 619. Compllance w1th rEqulrement that assistance

to newly independent countries be furnished through multllateral

‘organizatlons or plans to. maglmum e\tent approprlate.

- 'HoT APPnICABLu

~FAA Section 620(a), Apo. oectlon 107(a) Compllance with " :
" prohibitions against assistance to Cuba and any country (a) -
" vhich furnishes assistance to Cuba or failed to:take approprlate

‘ steps by Feoruary 14, 1964 to- ‘prevent ships or aircraft under -

its registry from carrying equipment, materials, or supplies

~from or to Cuba; or (b) which sclls, 'furnishes or permits any -

,f'{fshlps under its reglstry from carrylng ditems of primary strate—iu
C nlc 51Un1;1cance, or lbeﬂu of economlc a551stance to Cuba,

, =No a551stance u1ll be furnrsheq uncer this loan to the present

. (povernment of Cuba, nor does the Borrower furnish assistance to '’
" 'the present.Government of Cuba. The ‘Borrower has taken appro-
~priate steps to prevent ships or aircraft unoer its reglstry

s from engablng in any Cuba trade., : S

= 31 '

FAA Section 6°O(b)__ If assistance to the government of & countryg

> existence of determination 1t 1s not controlled by the 1nternatlon—
©al Communlst movement. Rt , . :

UNCLASSIFIED
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“ The Secretary of State has determined tha.t the Borrower is not | -
, contro].led by the. international commun:.st movenent , o

UNGIASS]I‘IED B

ANNEX I, 80i‘12

_FAA Section 620@1 If assistance to the government of a country

existence of indebtedness-to a U, S. citizen for goods or ser-

vices furnished or ordered where such.citizen has exhausted availe
able legal remedies or where the debts is not denied or contested ,
by such government or the indebtedness arises under an un-

o cond:.t:.ona.'l. guaranty given by such government. }

*

S The Bprrower is not kno.m to be :Lnaebted to any U.. S. citizen for |
. goods or services furnished or ordered where such a citizen has

- exhausted available legal remedies or where.the debt is not -
- denied or contested by the Borrower or the indebtedness arises
'under an uncond:.t:.onal guaranty of payment by ‘the Borrower. L

33. FAA Section 620(_1 If- ass:.stance for any productlve enter- o

prise which will compete in the U,S.. with U.S. enterprise,

“existence of agreement by ihe recipient country to prevent

.. export to the U,S, of more than 20% of the enterpr:.se's an-

"nua.l production dur'mg the life of the loan. :
. T APPLIGABIE | .
: 34. ; FAA Section 620(e)(1). If aﬂs:.sténce to the gove'r‘mneﬁt of a

- _country, extent to which it- (including government agencies or’
~ sub-divisions) has, after January 1, 1962, taken steps to '

: repudiate or nullify contracts or taksn any action which has
~ the effect of nationalizing, expropriating, or otherwise seizing

- ownership or control of property of U.S, citizens or entities
beneficially owned by them without ta.king approprlate steps to -

ch.scharge its obl:.gat:.onS.

" The Borrower (n.nclud:.ng government agcncles or subdiv:.sions)

has not taken steps since January 1l; 1962.to repudiate or ..

S null:_fy contracts or teken any action which has the, effect
;. of nationalizing,. expropriating, or otherwise se:.z:mg owner-:
- - .ship or control of property of U.S. citizens or entitles

" beneficially owned by them without taking approprlate steps’

. zs

' .,_'to dlscharge 1ts obl::.gat:l.ons as specii‘:.ed in "this Sectlon.

FAA Sect:.on 620(1‘), Anp. Sect:.on 109. Compl:r.a.nce wn.th prohi- L

b:.tlons against asmstmce to a.ny Comrmnlst country. .

 UNCLASSIFIED
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.'A531stance prov1ded under thls loan w1ll not be furnlshed to
o any Communlst country.‘ ,,,f S o

| 36n
" assistance. to. compensate owners. for exproprlated or natlonallzed
',"“property; ~ : T

“FAA Section 620(E).. Compllance w1th prohlbitlon against use of

5”A531stance prov1ded by thls loan ﬂlll not be used to compensate
*;for exproprlated or natlonallzed property, B

‘gFAA Sectlon 620(h) Compllance with regulatlons\and'procedures
';?>éaopted to 1nsure agalnst use of assistance in a manner which,

““contrary to the best interest of the U.S., promotes. or 3581sts ,
- the foreign ald projects or act1v1ties of the Communlst—bloc

VHQAs31stance provided by this 1¢an';111 ﬁotbbe uséed in a manner

" which promotes or assists foreign aid progects or - act1V1t1es of

-
o s engaglng in or preparlng for aggre551ve mllltarj efforts.

g?‘ the Commminist bloc countries,
- (Section I-E-3 and I-G-2)

FAA Secolon'ézo(;), uxlstence of determlnatlonzthat the country

’:vThe Pre81dent has not determlned uhat the Borrower 1s engaglng

i in o preparlng for aggresslve mllltary efforts.

o 39,

:FAA Sectlon 620(k) CIf constructlon of productive enterprlse
‘where aggregate value of a331stance to be furnished by U.S.:

J'-xwmll exceed ¢100 mllllon, 1dant1f1catlon of stauutory authorlty.

.ot APPLICABII‘. g

o

SRR

FAA Section 620(1) " Compliance with prohibition against as-
¢ ‘sistance after December 31, 1966, for the. government of a .

.';;_ii;country which fails to 1n5e1tabe 1nvestdent guaranty program.'g

DA bilateral aaree‘ent betncen the Unlbed States and the .
- Government of El Salvader, relating to the guarcnty of private-
" investments, was signed at San ualvador January 29, 1960 and i
y_f,entered into force Aprll 8y 1960 REER
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‘FAA Sect:.on 620(w) App. 107(b) Complia.nce m.th proh:l.b:.tlon
. against assistance to countries which tra.ffic or pernﬂ.t
t.rai‘ficking with Nort.h Vietnam,'

'I‘he Borrower has taken a.ppropriate steps to prevent sh:.ps or

- aircraft of its registry from transporting any- equn.pment mate- -
- Mals or. commodltles to or from North- V:.etna.m

" 'FAA Section 620(0). It country has se::.ued or a.mposea any pena.lty
“or sanction against, any U.S5. fishing vessel on account of its

© ' fishing actdvities in international waters, information on the
. -.consideration wh:.ch ha.s been g:.ven to excludln,g the counury i‘rom

‘ ,_vass:.stance. T

o ,The Borrower ha.s not selzed or- :unposed e.ny penalty or sancta.on '

- against any U.S. .fishing. vessel on account. of :.t.;. f:Lsh:Lng

s
- .. - providing technical assistance will utilize to the fullest ex~
. tent practicable goods.and proi‘essmnal and othrer services from
-~ private ‘enterprise on a contract basis,
. other Federa.l agencies will be utilized, mfoma.tlon ‘and con~
. clusion on whether they are parun.cularly suitable, are not =

L
.+ excess of $25,000 for architectural and engn.neer:.ng serv:u.cec-
_'_ on any cne p; ogec’c be reported to Congress.. :

~ if,actln’c.:l.es in mternat:.oﬂal waters,

FAA Section 621 Informatlon a.nd conclusx.on on how the loan in.

If the facilities of

competitive with private enterprise; and:can be rade a.va:.la.ble

_W:Lthout u.ndue :.nter erence w:.th domestic progra.ms.

Such techm.cal ass:.s‘,unce as is prov:.ded from loa.n funds mll
fptn.l:.ze to the fullest extent practicable goods and profes—. .

sional and other services . from private enterprise on a contract

wor APPLICuBLL.

App. (Sectlon Unnumberea) Use of funds. to carr,r out FAA
bect:.on 205, :vm:Lch pcrLa.,.n to IDA., :

- basis., It is poss:Lble that several specialists from the U.S.-.

~ Public Health Source will be used as technical consultants, /.

.- . They are partlcularly sultable, are not campetitive: with'
“pr:.vate enterprise, and can be nade av,-.:z.lo.ole mthout undue

, ‘:Ln’cerference m.th domest,:.c DIogTans, . o

e,

App. occtn.on 102.‘ Compl:.a.nce ‘n.th :eculrement ishat payments in

BEST AVAILABLE COPY
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Obllgatlons of funds in excess of @25,000 for archltecuural and
englneerlng serv1cés on thls project W1ll be reported to Gongress./

hé.App. Sectlon th. Compllance Wlth bar agalnst fund° to pay pen51ons,’.'

etc., for Mllltarj personnel. R ,

Funds obllgated by tne loan and local currency generated thereby °

- will not be used to pay pen31ons, annultles, etc. as prohlblted :
inc thls Sectlon.‘cr~ ' :

o
~.. " cause of their race or rellglon among Americans in granting per-
" sonal or commércial access or other: rights otherwise available

App. Sectlon 106 -If country attempts to crea e‘dletlnctlons be~

| -~ to U.8. citizens generally, application which will be made in -

‘~'ygnegot1ataons of. contrary prlnclnles as expresged by Congress.

'f-It appears- réasonably certaln that the Borrower‘w1ll not au-’

terpt to create distinctions because of their race or‘religlon"’

. -among Americans in granting personal or commercial access or-
.~ other rlghts otherw1se avallable to U. S. c1tlzeno generally

Ry

‘App.;Sectlon—lll. Comnllcnce i th ex;stlngereqnlrements for,j

security clearance of personnel

ifVThe Borrower ﬂlll comply with exlstlnr ;eoplrements 10r se- k, :
fifcurlty clearance of personne*. : B :?7*,_ R -

B R
S contractors and contraCD terms for>cap1tal progccts.

o

App. Sectlon ll? Compllancc qltn reqplrement for approval of

R‘A I.D. w1ll apnrove any flﬂmo orov1d1nb‘services for the proaect

7 and financed under the loan and the terms of any contracts under

fyrwhlch such services are provmded

50,

_Apo. Sectlon lnh Comnllance .1Lh baJ araLnst use of funds to
;'pay asaessments, etc., of U, If, member ,

' Loan funds w1ll not bo ‘used to nake anJ'naynent to the u. N,

o Regulatlon 7_w1ll be compliedwwith.r“

] ,App.,Sectlon 115, Comollance w1th regulaulons on employment of
'*f=U S. and local personnel for funds obllvated after Aprll 30

~l964, (Regulatlon R

| UNCIASSIFIED .
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ApDe Sectd_on L;Ol. Compllance with bar ava:mst use of funds for

. publicity or propaganda purposes w:x.th:.n U. S. not hereto;f.‘ore
‘autnor:.zed by Congress. ;; : .

Loa.n i‘unds m.ll not be used’ for publlcn.ty or propaganda. purposes |

L within the United States. =

X
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TECHNICAL DATA

TABLE OF CONTENTS

Personnel Requirements for 1965 and Proposed
3-Year Program.

Malaria Campaign Budget
- Excluding Collective Treatment

Collective Treatment Budget:
El Salvador CNAP Key Personnel
Cost Analysis -- PAHO Contribution

Past and Projected A.I1.D. and GOES Malaria
Expenditures .

Map-Status of Malaria Eradication in El Salvador
. (early 1966) .

Cumulative Disbursement Schedule:
AID/GOES Funds.

Financing of El Salvador National Anti-Malarial
Campaign 1955-1968. J
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Drug Therapy

v

1 PROGHAL TOTAL

YEAR PROGRAK CNAP~EL SALVAUUR-C,A,

1966

1565 1566 1967 1968| 1965 1966 1967 19681 1965 1966 19&7

Director CLAP 1 1 1 1 - - - - 1 1 1 1
Physicians 1 o 1 1 2 5 5 5 3 6 6 6
Engineers 1 1 1 1 - - - - ] 1 1 1 1
Administrators 1 1 1 1 - - - - ! 1 1 1 1
Aset. Administrators 1 2 2 2.{ 5 5 5 5 ! 4 7 1 7
Auditors 1 1 1 1 - - - - 1 1 1 1
¥arehousemen 2 p 2 2 - - - - | 2 2 2 2
Asst. Warehousemen 2 2 2 2 - - - - i 2 2 2 2
Entomologist 1 1 1 1 - - - - 1 1 1 1
Agst. Entomologist 10 10 10 10 - - - S - 10 10 10 10
Asgt. Statisticians 3 6 6 6 3 5 . 6 11 11 11
Secretaries 6 6 6 6 - - - - 6 6 6 6
Chief Microscopist 1 2 2 2 - - - - 1 2 2 2
Microscopist 25 31 31 31 - 5 5 5 | 25 36 36 36
Lab, Helpers 1 2 2 2 ! - - - - ! 1 2 2 2
Field Auxiliary 3 8 8 ) 3 5 5 5 6 13 13 12
Chiefs of Groups 10 35 35 30 4 10 6 4 14 45 41 34
Chiefs of Distpricts - - - - 25 65 51 40 25 b5 51 40
Chiefs of Brigades 2 51 51 26 . - - - - 2 51 51 26
Sprayers 10 210 210 105 - - - - 10 210 210 105
Evaluators 60 10 150 150 { - - - - 60 150 150 150
Medicators - - - - V117 308 189 112 | 117 308 189 112
Medicators Helpers - - - - ‘ 29 60 37 22 i 29 60 37 22
Irvestigators - - - -1 19 28 65 89 | 19 28 65 89
Investigators Eelpers - - - - i 3 6 13 18 | 3 6 13 18
Health Educators 1 1 1 1 4 5 5 5 5 6 6 6
Chief Transportation 1 1 1 1 - - - - 1 1 1 1
Chauffeurs Auto 22 45 45 34 15 30 30 30 37 75 75 54
Chauffeurs Boats 1 1 1 1 1 2 2 2 2 3 3 3
Mechanics 5 9 9 8 3 5 5 5 8 14 14 13
Asst. Mechanics 7 11 11 9 - - - - 7 11 11 9
Office Workers 3 5 5 5 - - - - 3 5 5 5
Draftsman 2 2 2 2 - - - - 2 2 2 2
Porters - lMessengers 4 4 4 4 3 5 5 5 1 7 e 9 9
Laborers 2 4 4 4 - - - - 2 4 4 4
Gthers 13 18 18 18 6 15 15 15 | 19 33 33 33

TOTALS 203 624 624 474 240 564 448 372 l, 443 1188 1C72 846
CDdP/mrm

1 39|1 a*ﬁi I 4TqTUXE
O1 3o [ o8%d ‘1T XENNY
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Exhibit 2, Page 1 of 1

'EL SALVADOR MALARIA CAMPAIGN BUDGET

(EXCLUDING COLLECTIVE TREATMENT)
- (U. Sl $)

- 1966 1967 | 1968

Salaries and others
Personnel Services

Direction and Administration $ 24,816 $ 24,816 §$ 24,816

Spraying Operai:idns' S 188, 647 188,647 128, 341

Epiderniologfchal Operations _ 268,645 278, 645 278, 645

Transportation ‘ v_ 76, 166 76, 166 .60, 428

Operating Costs | 76,868 60,623 50,722

Contingencies.‘ _ 4,832 14,032 14, 356
Total: ?

Three-Year Total $1, 840, 211
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ANNEX II, Page 3 of10
Exhibit 3, page 1 of 1

CNAP EL SALVADOR

COLLEGCTIVE TREATMENT BUDGET

(U.3. 3)

’

Salaries and others
Personnel services

Chief Doctor
Field Auxiliary

-Administrative Assistants
Statistical Assistants

Chief of group
Chief of District
Medicators
Medicators helpers
Investigators
Investigators helpers
Health Educators
Microscopist
Chauffeur Autos
Chauffeur Boats
Mechanics

Others :

'Epidemiological Auxiliary

Operating Costs

Total:

1968

1966 1967

$ 28,800 $ 28,800

$ 28, 800
6, 570
7, 300
4, 380
7, 008

58, 108
105, 996
12, 848
101, 032
15, 768
8, 760
4,380
30, 660
600
4, 380
3, 504
15, 184

$415, 278

30,000

10, 950 8, 760
7,300 . 7,300

4, 380 4, 380
16, 060 10, 512
81, 394 72, 708

- 277, 008 178, 850
35, 040 21, 608
31,682 73, 438
5,256 11, 388
8, 760 . 8, 760
4,380 4, 380
©30, 660 30, 660
600 600

4, 380 4, 380

3, 504 3, 504

. 14,600 15,184
$564, 754  $485, 212
60, 000 40, 000

$445, 278

$624, 754  $525, 212

Three-Year Total: $1, 595, 244

UNCIL.ASSIFIED
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Exhibit 4, Page 1 of 2

KEY PERSONNEI-EL SALVADOR MALARIA ERADICATION CAMPAIGN

Dr, Benjamin Interiano

Kinistro de Salud Pdblica y A31stenc1a Social
linister of Public Health and Social Assistance

Dr. J. Antonio Zaladafia

Sub-3ecretario de Salud Pdblica y A51Suen01a Social

Sub~-Secretary of

Dr. Tomis Pineda Lortinez
Director Gerieral de Salud
Director General of Pealun

Dr., Carlos Diaz del Pinal

- Director CIiiP

Se

Te

9.

10.

Dr, Oscar N. Rebollo

Jefe Servicio Operaciones Epidemioldgicas y

Sub-Director CNAP
‘ Y

5 Medical Zone Chiefs

Dr, ilfredo Castro Quezada

‘Dr, Jorge “djundo Osorio

Dr. Inf, Tito Castillo
2 positions vacant

Ing. Carlos i. Sasso
Chief of Spreying Operauvions

Sr., Hicardo Rodriguez C,
Chief of Adudinistrative Services

Sr. Carlos Orlenco ClLrH

Chief of Departmental Ldmdinistration

Sr. Mario Hivera
Chief of Accounuing Dewartient

Profasor iauricio Véscuez Péres
Chief of Health Liducation

Sr. Carlos ilfredo Parada

Chief, Entomological Section

BEST AVAILABLE COPY. .
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13, oSr. Jorge Barahona
* Chief, Training and Evaluatlon Laboratory ‘

; ~gf_f lh;__ora. hsrcedes de Lopez , '
e Chief, Central Exanlnaulon Laboratory

- : 15, Sr. Ricardo Espinoza ,
s - . Chief, Voluntary Collaborator Netiork

. 16, sr. Emilio Castillo
- .+ o+ Chief, Transport Services

' PAHO FIEID CFFICE:

kﬁl;.'rDr. Carlos Hernandez Agulrre
S Chlef Consultant :
2, '*Dr. Alfredo Jaarcgul He o J
SR ,Consultant o :
3.:-Sr. Garlos Booba B01aut1-
i Inspector e
k. "Sr. Teollfo Partlda ;,«}u_-lf T I
o :bInspector L Lo L ST T e

7‘ 5.4 Sr. Joseph Austin Sl e
o lActlng Chief AHRO-0209 .

g Sr.rﬂllton Moura Lima =
-t Entomoligist AY?O—OZQ9 S

o7;ﬂGuilléfmo.RuizvOyanguren

- Entomological Assistant .

| UNCLASSIFIED
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ANNEX II, Page 6of 10
Exhibit 5 N Page 1l ofl

COST ANALYSIS-PAHO CONTRIBUTION

1966

(4 people) and Amro
0209 (Estimates)

120, 000

Regional Office and

M. E.

Washington

unknown

(U.S. $)

1967

120, 000

1968 Total

120, 000 360, 000

UNCLASSIFIED
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Nicaragua

‘ N;caragua

e _A.I D. ASSISTANCE - LALARIA F.ADICATION PROGRAI\IS -~ 1953 THROUGH 1968

‘Guatenalaf“f"J

El Salvador

Honduras

R g

( $U s., ooo omtted )

RS

U

150
100

IS 350'“,
550
200,

HOST - (‘-Of

' Guatemala‘

E1 Salvador'

Honouras :

RN
;315
134

o

e
k2
292
330

58 1959 1960

e

35
d0

,..JIB,

488

‘ 138 -
30

1961 1962

ke sy

248 110
0 um

1963

585
o
430

1961; 1965 T 191'.
b..

© 200

335

. ’ PR

i |T otal

2501»,2315
150, 550
;16" 15°"2379'
‘. 335 :2333

1.

1

t
!
1
't
l
l

20,
1966 1967 1968r b

Se=l s

650
66h
675
1000

'650
568 '
1378

784

Total

250,150

30211635
1181171
,2,80,12.064 |

LR

- hAIﬁPIA LRADICAlION PPOéWALS = 1Q58 1HROUCH 1968 |

($US 000 omltted )

6 573
564 . 466
279 300

330 330

_‘.‘7.02 ’

366

300.
453

00
366
1300
453

 i75o AT
- 370)3677
'f3oo 2043
7&65,2923
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945
600"
300
e

%5
600
380
696

9152835

600, 1600

490,1170

900,2070°
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- . . -
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3550
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4993
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MAP OF (SCHEMATIC) EL SALVADOR SHOWING THE
MEASURES WHICH CNAP WILL APPLY IN 1966, IN
THE DIFFERENTS AREAS ACORDING TO THE --
SITUATION FOUND IN DECEMBER 31, 1965.

UELIISSVION]

- Problem Aéeast,rzones under
Collective Treatment (C.T. )
’h“'l‘i‘-*l"'ﬁ-‘%‘ which localitys in addition will
St bbt] receive 2 sprays by year.

o1 Attack areas, which localitys will receive
HE Ry Yy
’@%{\\\\\\\\\“ 2 sprays by .year.

QIIEISSYIONI

é\xﬁeya:s under Epidemiological Vigilance
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TETATSSVIONA

CUMULATIVE DISBURSEMENT SCHEDULE: A.I D./GOES FUNDS

(1966

1967 1968

$644, 728

$600, 000,

$1, 232, 868. ..

$1, 200, 000. .

$1, 635, 000

$1, 800, 455

T Jo T 288 ‘g NqIYXH
OT JO &9%8d I XANNV
AATIISSVTIONA
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TABLE 4 2 " i ‘F:}
FINANCING OF THE NATIONAL ANTI-MALARIA CAMPAIGN FROM 1955 TO 1968 ‘% . %J
g oY
GOVERNMENT "
YEARS UNICEF OSP AID TOTAL
ALLOTED l SPENT (Estimates) (Estimates)
1955 ¢ 598,439, 00| ¢ 598, 439, 00(¢ meeaw ¢ P T —mmewa q 598. 439. 00
1956 " 1. 067. 5390 00 1 lo 067. 539. 00 " ---h-- n :----_- A\ -—‘- -_,--__- " ’ lc %7. 5390 ou
1957 " o 1.,225.420,00] " 1.225,420,. 00| " —mame " coawen M dceaaa " 1.225, 420, 00
1958 " 1.287.639,00] " 1.287.639,00( " 475.000.00|" - 75.000.00 | v wem—ae w. 1.837.639.00
1959 " 1,356.350.00{ " 1.356.000,00] " 475.000.00] % 75.000.00 | "  ccccaa L 1,906,000,00
1] (1] " i
1960 1.223.592.29 1.220. 500, 00 727. 500. 00 " 144.250.00 | *  cccaoo " 2 090,050.00
1961 " -1,409.550,00| " 1.409,500,00( " 727.500,00| " 147.472.50 | V' ccccew " 2.284.472,5(
1962 " },164,380.00] " 1.164.120,00{ * 767.500,00] " 218.287.50 | "  cacaea " 2.149. 9017. 5¢
1963 | " 915.145.00{" 914.945.55| "  767.500, 00| " 415.150.00 | * 500, 000, 00| " 5 597 595.55
1964 H 915, 145, 00] " 915.145.00[ " 557,500, 00f ® 328.175.00( " 500, 000, 00| * 2,300, 820, 0(
1965 " 928, 640, 00] " 927.032.41| " 50, 000, 00| " 328.175.00 | " 375. 000,00 " 1.680,207.4%
Ter. ’ )

_Sub-total ‘" 12,.091,.839.29] " 12, 086.279.96] " 4.547.500,00{ 1.731.510,00 | " 1.375. 000, 00| " 19,740.289.94=
1966 " 1.500, 000, OO| " cmome= " 700,000.00{ " 300, 000,00 | ¢ 1.66',.822.00]| " 4,161, 822. 00 g%
1967 " 1.500, 000, 00| ™ cmcme= " 700,000,001 % 300, 000,00 | " 1.420,352,.00} ¢ 3.920.352.04, 22

’ ———— \‘H—'I

1968 " 1.501,137.50|"  accacaa - " 500,000, 00 " 300, 000,00 | ® 1. 005.327.50( " 3.306.465. OGQOME
g o

2o, - % ”
Sub-total " 4.501.137.50} " ccneaa "1.900, 000, 00| " 900, 000,00 | * 4,087.501.50| " 11.388.639.04° -~
Tand- 16,592, 976. 7 T 6,247, 500.00[ ¢ Z, 631, 510. 00 ¢ 5. 462, 502, 50 3T, 128,928, O

fotal 94;9‘9

In terms ‘ s

bfU.S. $ $ 6,637, 190. 72 $ 2,579,000.00] $ 1,052, 604. 00 {$ 2,185,000.60( $ 12,451,571.5
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' OFFICIAL MINUTES OF IRR REVIEW BY CAEC

CAECHeetJ.ngof March 14, 1966 e SR '_ iA—CAEC/}L-66/32

1, EL'SALVADGR - Malaria Eradication-- IRR - $1,635,000 (LA-CAEC/P-66/66)

'CAEC approved the above-subject preposa.l for iﬁtensive review,

__'-The following should be considered during the intensive review and
- - in the preparation of the f:.nal caplta.l assmtance paper and other
’ ‘r_-loan documents v ‘ . S ‘

.Include a deta:.led technlcal Jjustification for a B-year -
- program, discussing the expected status of the malaria
.“"problem vn.thin 3 years and its prOJectlon t.hereafter.

~ Db ’Def;Lne the uses of AID funds. They should be used only
.. in areas that represent an expansion and intensification
over prior activities. The loan should contain the fol-

- lowing covenant: "Borrower shall covenant that, except

- as AID may otherwise agree, no funds made available to
- -the Borrower by AID under the loan shall be used to pay =
-+ the salary or related expenses pertaining to any position

- existing in the Borrower on the effectlve date of the N
,‘Loa.n Agreement. Lo , ‘ e

r:';‘ci. '."-The same conditions and covenmts that are contan_ned in.
i T the_malana. loans for Honduras; Nicaragua and Cuatemala
. should be appliceable\ to El Salvadars = ‘

ISuUES RAISE D ) ]I?.R

L.i Justlflca.ulon of Local Cost Financ1n~

ALl or substantlally all of the .ba.n procceds will be used F

- for local currency financing, The public sectorts expected fiscal
©. ‘revenues have been’ allocated for the next tiwo years in social
beneflts, administrative services, and infrastructure investments
- in dccordance with the priorities of its Five Year Economic and
Social ' Development Plan, A reallocation of 1ts resources to
R e . UNCIASSIF‘ED
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ANNEX III,. Page 2 of 10»

e increase the Maleria Eradicatlon budget even if this were possible,

-~ would create a deficiency in another sector of the development pla.n

and compensatmg external fmunclng ..ould be needed.

El Salvador's present external. publ:.c debt servic:mg
requ:u.rements do not at present place a-heavy burden on current
“exchange earnings, and an ample margin exists to permit the foregoing

: borrow:mg required for the malaria eradication program vithout signif— “

v icantly affecting prudent l:.m:.ts of debt serv:r.c:Lng ability.

Thus the problem is one of supplementlng the fiscal revenues of
the next three years to preserve the progress made in past years and
-~ to accelerate El Salvador!s Malaria Lradlcation pmgram in coordina~
, t:.on 'mth uhe reglonal program. :

The proposal should be rev:.ewed solely upon the bas:Ls oi'

its merl’os, inasmuch as the problem is not one of the. type of cur- o

’rency but of the avallablln.ty of total revenues,

B. Borrower's Ablllty to ﬁ.xecute the Progec’c-

Ea ... .The Nata.onal Ant:.—’mlaria Canmpaign of the Hmistry of Health
" has demonstraued sufficient capacity to implement a malaria eradi-

° cation program in El Salvador and there are reasonable prospects of

.;‘:.ts being able to expa.nd its activities to the anticipated level of
‘the accelerated prorvram needed to i‘uli‘:.ll its part of the reglonal
: program. o SRR - . : '

G. Borrower's Contribu. 1on to the P“ogram

(1) At the time of draftlng the FY 66-67 Country Assistance

- Program, it was estimated that COES would need A,I.D. loan support -

T dn FY 66 to comply with :.ts share oi‘ the regional malar:.a progra.m. o

S (2) Subsequently, in the fall of 1965, the then Iu.nlster
- of Health informed A.I.D. that GOES3 would provide all necessary
" 'funds to carry out its part of the program., Therefore s a loan to

o “E1 Salvader for this purpose was not proposed at the c:.me loan

-applications were being processed for Nlcaragua, honduras and--

L Cuatenala,

= ‘ (3) The Ia.nlster of health at various times d.urlng, ottober,
S November and December, 1965 , assured US AID ‘tha‘t the necessary )

BEST AVAILABLE COPY

- UNCIA SSIFIED -

&

b

e




UNCTASSTFIED
AJNEX IIT, Page 3 of 1#

B funds were requested as a part of the GOES' biennial 1966—67 budget

fo o7 and that t.here was every exaectancy th:n.s would be a.pproved as re-
T T ques»ed. , , , - :
R ) At. the same t:x.me, the Ih_nlstry of Health cont:.nued to
N meet all requirements of the regional program in 1965. GCES submit~

¢ ® . ted its technical plan to PAHO and A.I.D. as required to assure ‘
c ot them and part.lc:.pa.t:.ng countrles of its :Lntentlon and abll:.ty t.o fully
‘:ifparticlpate , :

SRR AR (5) In late December 1965, Just. pr:.or to the National As—
sembly's approval of the Ministry of Healtht's budget, an unforeseen
“° ... .7 . crisis forced an increase in wages of all hurses in the country
Sl 7 - employed by the Goverrment. This caused a reallocation of funds
©is 7 within the Ministry of Health's budget and cut back the or:.glnally
B proposed funds for Malaria, Fallure to obtain the requestéd. :
oot U budget for Malaria Eradication was one of the reasors for the
SE ,resn.gnatlon of the then I&ln:.ster of Health., , _

- (6) Even ai‘ter the cut in the proposed budget the amount
R S ‘allocated to malaria eradication for. 1966 is 63% more than was -
P - made available in 1965, However, this was not enough to comply
' I vmth the accéleration required by the regional program. :

(7) Thus, the GAES felt ohllged to apply for a- loan i‘or
N th:Ls dlfference :Ln order to uphold J.ts reg:.ona.l comm:.tment to the .
[ e program. '; S B o SR S o

TR TR R
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" DISCUSSION OF COVENANT SECTION ITI(e)

U1 Minutes of the CAEC Meeting of March 1%, 1966, included an instruction
7 7. thet the loan should conta.in the following eovenant:

. "Borrower shall covena.nt that , except as A. I.D. may otherwise agree,
. no funds mede available to the Borrower by A.I.D. under the loan shall
~be used to pay the salary or related expenses pertaining to any posi~ @
~oo tlon existing in the Borrower on the effective date of the Loan Agree-~ '
- mente™ .

?-;‘2.‘V~__‘7This covenant was intended to assure that the 1oan funds are not used to
7. . plck up eny- regular 'budget expenses of the Ministry of Hemm of . the
GOES.

. 3. However, in order %o comply with its comitment o PAHO end A.I.Ds in its
- Triennial Plen for malaria eradication and to avold the conseguences of
-, program withdrawal, the GOES has, in good faith, initiated its accelerated
;_,‘malaria. eradication campaign as of January 1966.

AR PO The GOES had 443 employees in its malaria program at ‘the end of 1965.
. Bince then, in the first three months of 1966, it has hired 270 ad-
. ditional employees for the spraying progream and drug therepy program and
"will have employed still ancther 475 employees by June 30, 1966, thus
S 'bringing their. maleris. eradicetion staffing up to the full complement
" %o which they are conmi‘tted under the epproved regiocnal plan.

s. In the first threée months of 1966 the GOES has disbursed $184,000 from
. »"i%s own funds for the program. It expects that its entire 1966 budget
<. of $600,000 for this purpose’ will be expend.ed by Augu.st 1966 at the

" new accelerated level.. :

6. ff’Application of the referred ‘covenant would thus have the effect of pro-
7 7 hibiting A.I.D.' funding of the new employees who were hired for the
o purpose of the. progrem and would nege.te the intent of the loan.

Therefore, the Loen Committee and ROCAP Legal Counsel have recommended
. by the wording of Section ITI(e) that a change in this covenent be adopted
. . meking it read, " .. . any position in the Borrower prior to January 1,

.00 - 1966" .in order to express the intent of the loan. :

7 ‘Q'Thus , wh.ile A.I.D. would not be paying for any costs incurred prior to :
" the effective date of the Loan Agreement, it would be enabled to finance .
RO the costs, Incurred after the effective date of the Loan Agreement, of .
. positions existing in the Borrower created subsequent to January 1, 1966
‘ ;;for this specific ma,la.ria, era.dication program. :

LS
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LOAN AUTHORIZATION
Provided from: Alliance for Progress
EL SALVADOR: Malaria Eradication

Pursuant to the authority vested in the Deputy U. S.
Coordinator, Alliance for Progress by the Foreign Assistance
Act of 1961, as amended, and the delegations of authority issued
thereunder, I hereby authorize the establishment of a loan pur-~ .
suant to Part I, Chapter 2, Title VI, Alliance for Progress, of
said Act, to the Government of El Salvador (''Borrower'') of not
to exceed one million six hundred and thirty five thousand United
Stites dollars ($1, 635, 000) to assist in financing the United
States dollar and local currency costs of equipment, material,
and services necessary for the conduct of Borrower!s regional-
ly coordinated national plan to eradicate malaria from its terri-
tory, this loan to be subject to the following terms and conditions:

l.. " Interest and Terms of Repayment. Borrower shall repay
- the loan to the Agency for International Development ("A.I. D. ")
in United States dollars within forty (40) years from the first
disbursement under the loan, including a grace period not to
exceed ten (10) years. The Borrower shall pay interest to
A.I. D. in United States dollars on the disbursed balance of
the loan of one (1) percent per annum during the grace period
. and two and one half (2}) percent per annum thereafter.

2. .Other Terms.and Conditions

() Prior to the execution of the Loan A'gree‘ment PAHO/W
. and AID/W formally shall have approved the El Salvador
Technical Plan and the Regional Coordination Plan.

(b) Prior to the first disbursement or the issuance of the
first commitment document under the Loan Agreement
the Borrower shall furnish A.I.D., in form and content
satisfactory to A.I.D., a schedule of its contributions
‘to the project during the estimated disbursement period
of three years from the date of execution of the Loan
Agreement. The Borrower shall accompany that schedule
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~with evidence satisfactory to A.I.D. that it will

provide the contributions called for by the schedule.

Prior to the first disbursement or the issuance of the
first commitment document under the Loan Agree-
ment the Borrower shall furnish A.I. D., in form and
substance satisfactory to A.I. D., evidence that

UNICEF's contribution to the Project will be avail-

able on a timely basis.

Borrower shall covenant to provide the resources

‘necessary to achieve the eradication of malaria

within its territory and to use its best efiuorts to pre-
vent the reappearance of malaria in that territory;

and in furtherance of those understandings Borrower
shall covenant to consult periodically with represent-

~atives of A.I. D., or such persons as A.I.D. may

nominate, during at least the first five years after

‘the last disbursement under the loan.

Equipment, materials and services (except shipping

.. and marine insurance) financed under the loan shall

have their origin in and be procured from the United
States or Member Countries of the Central American

" Common Market. Shipping financed under the loan

shall be procured from the United States, and marine
insurance financed under the loan shall be placed in
the United States with a company authorized to do
marine insurance business in any state of the United
States.

United States dollars utilized under the loan to fi-
nance local currency costs shall be made available
to Borrower or its designee through appropriate pro-
cedures and shall be used only for procurement in
the United States.

The loan shall be subject to such other terms and
conditions as A.I.D. may deem advisable.

Deputy U. S. Coordinator
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