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E L  SALVADOR - MALARIA ERADICATION 

SUMMARY AND RECOMMENDATIONS 

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

2. AMOUNT O F  THE LOAN: Not to exceed $1,635, 000, all 
o r  substantially all for  local currency expenses. 

3. LOAN TERMS: Repayment over a 40-year t e r m  f rom the 
date of f i r s t  disbursement of loan funds, with a 10-year 
grace  period on amortization of principal. Interest  will 
accrue  at the rate  of 170 annually during the grace period 
and 2 70 annually thereafter  on the balance outstanding. 

4. TOTAL COST O F  PROJECT: $ 4,555.000 

GOES Budget 
A. I. D. Loan 

PAHO 
UNICEF 

5. DESCRIPTION O F  THE PROJECT: The loan will enable the 
GOES to conduct a three-year regionally coordinated malar ia  
eradication program. The program will consist of an  inten- 
sive collective drug campaign to reduce the number of human 
c a r r i e r s  of the disease,  and, a continuation of the spraying 
campaign in pertinent a r e a s  to prevent t ransmission of the 
disease.  Epidemiological surveillance including m a s s  hem- 
at ic  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 t ransmission will be interrupted and, with 
surveillance and control by the GOES through its local health 
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units and posts thereaf ter ,  eradication will have been 
achieved. 

6 .  PURPOSE O F  THE PROJECT: To eradicate malar ia .  
f rom E l  Salvador in conjunction with a CA regional ef- 
fort ,  thereby improving the health level of the popula- 
tion and increasing the productivity of a r e a s  now affect- 
ed by malar ia ,  and allowing most  of the funds that GOES'S 

' future budget would otherwise allocate to ma la r i a  control to 
be diverted to  other  essential  activities. 

7. BACKGROUND O F  PROJECT: The ma la r i a  eradication 
campaign that began in 1955 in E l  Salvador, in 1957 in 
Guatemala, Honduras and Nicaragua, has  been success-  
ful up to the present ,  with the rnajorit of the ma la r i a l  
a r e a s  (11,400 Km2 out of 18,900 K m f i n  E l  Salvador) 
now virtually f r e e  of the disease.  During the past  year ,  
however, the incidence of ma la r i a  began to r i s e  due to 
the increasing resis tance of the mosquitos to insecticides, 
and the need for  an  intensive campaign to eradicate mala-  
r i a  f r o m  the region was recognized by the host govern- 
ments ,  PAHO, and A. I. D. Following an  ARA/LA 
CAEC Meeting on May 10, 1965, the four host govern- 
ments we re  advised that A. I. D. would finance 50 % of the 
local cost component of a PAHO/A. I. D. approved regional 
e radication campaign, supplementing the Grant a s  s istance 
of past  years  with loan funds, and this Capital Assistance 
P a p e r  reflects the application received f rom the GOES for  
assis tance in i ts  portion of the regional campaign. Simil- 
ar  applications received f rom 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 a r e  now in process  of negotiation. 

8. ALTERNATE SOURCES O F  FIXANCING: Since all o r  
substantially all of the expenses of the project will be 
local cost  financk:, this project i s  not suitable for  the Ex-  
port-Import Bank. The IDB and IRRD have also informal- 
l y  indicated they a r e  not interested in financing this project. 

9. VIEW O F  THE COUNTRY TEAM: The Country Team gives 
this project a high pr ior i ty  on both social and economic 

. 

grounds, and recommends authorization of this loan. 

10. STATUTORY CRITERIA: All statutory c r i t e r i a  have,  been 
o r  will be met. 
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RECOMMENDATION: Authorization of a loan to the Gov- 
ernment of E l  Salvador for an amount not to exceed 
$1, 635, 000 subject to the following t e rms  and conditions: 

A. Interest and Repayment Terms 

The Borrower shall repay the loan to A. I. D. in 
United States Dollars within forty (40) years  f rom the 

I 

date of f i r s t  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) 
pe.rcent pe r  annum during the grace period and two and 
one-half (2Q) percent thereafter. 

B. Other Terms and Conditions 

1. P r i o r  to the execution of the Loan Agreement 
PAHO/W and A.ID/w formally shall have approved 
the E l  Salvador Technical Plan and the Regional 
Coordination Plan. 

P r i o r  to the f i r s t  disbursement o r  the issuance of 
the f i r s t  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 i ts  contributions to the project during the 
estimated disbursement period of three years  f rom 
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. Pr io r  to the f i r s t  disbursement o r  the issuance of the 
f i rs t  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 the 
contribution to the Project  undertaken by UNICEF 
will be available on a timely basis. 

4. Borrower shall  covenant faithfully to c a r ry  out i ts 
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 i ts  national Technical 
Plan o r  agreeing to modification of the Regional . 
Coordination Plan. 

Borrower shall covenant that, except a s  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 o r  related expenses to 
any position existing in the Borrower p r i o r  to 
Januar 1, 1966. (see Annex 111, page 4, fo r  de- tam.3 
Borrower shall covenant to give full cooperation 
to such persons a s  A. I. 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) a s  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 te r r i tory  and to prevent the reappeax-. 
ance of malaria in that terr i tory;  and in further- 
ance of that undertaking Borrower shall covenant 
to consult periodically with representatives of 
.A. I. D. o r  such persons a s  A. I. D. may nominate, 
during at least the f irs t  five years after the las t  
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 o r  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 under'the loan to 
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local currency costs  shall  be made available 
to Borrower o r  i ts  designee through appro- 
priate procedures and shal l  be used only for 
procurement in the United States. 

11. The Loan shall be subject to such other t e r m s  
and conditions as A. I. D. may  deem adviseable. 

, 

PROJECT COMMITTEE: 

Loan Officers : T ~ I ? o l e ~ / ~ ~ ~ o r j a  Jr. 
Public Health Advisors : v ~ ~ c o t t / F ~ i n t i n n e  r 
Economic Officer :BJMoser 
Legal :JAGrimes 

Drafted: T ~ ~ o l e ~ / ~ ~ ~ o s e r / ~ ~ ~ c o t t  

.. 
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SECTION I - DETAILED DESCRIPTION OF PROJECT 

BORROWER 

The Borrower will be the Government of E l  Salvador, with 
the administrative responsibility fo r  implementation of the pro- 
ject assigned to the Ministry of Public Health and Social Assist- 
ance. ' 

4 .  . > t  

Executionwill be carried out by the National Anti-Malac . 

r ia  Campaign (CNAP), an agency of the Ministry of Public Health 
and Social Assistance, established under its present name in 1961. 
CNAP and i'ts predecessor agencies have conducted a successful, 
although necessarily limited by budgetary restrictions, malaria 
control and eradication campaign in E l  Salvador over the past elev- 
en years. 

Be BACKGROUND OF PROJECT - MALAR.IA EPADICATION IN 
CENTRAL AMERICA 

1. Historical Background 

Central America today is the beneficiary of a progressive 
f a l l  in the malaria rate over the period of tlie last  ten years. It 

I is estimated that less  than 20% of the original incidence of malaria 
remains. One is  therefore tempted to conclude that malaria i s  no 
longer of prime importance. Recognizing that the disease cannot 
remain static but increases o r  decreases, depending upon the ef- 

' 

fort made to control it, it  i s  pertinent to consider the original 
status of malaria. 

In the total population of Latin America (230 million), 11 1 
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 a t  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 because of an 
intensive anti-larval campaign 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. P r io r  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 a reas  such 
a s  the Panama Canal Zone where intensive anti-mosquito measures 
could be taken. Control measures were limited primarily to 
larviciding and water control measurqs, which served a s  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 
f i rs t  time by all member countries of the World Health Assembly 
a t  i ts 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 f rom transmitting infections 
f rom 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 f i r s t  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, i t  i s  essential to understand that 
the potential for an outbreak always exists i f  an undetected case of 
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malaria is introduced in an a rea  where the breeding of a vector 
mosquito i s  plentiful. 

The normal duration of a malaria eradication program i s  
approximately 10 years. The f irst  two years a r e  involved in 
definition of the malarious area  and the development of an organ- 
ization to ca r ry  out the campaign. The next four years a re  in- 
volved in a program of residual spraying which i s  referred to a s  
the attack phase and the final four years a r e  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 
19 56 o r  later. Guatemala, Nicaragua, E l  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 a re  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 i s  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 will be explained 
in the next section. 

3. Technical Progress 

In the Latin American region, eradication of malar.ia i s  
an accomplished fact among 14.4 million population, including 
Venezuela, Chile, Buerto Rico, Barbados, Grenada, Martinique 
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and Santa L u c k .  

An additional 42. 5 million a r e  in the final phase,  includ- 
ing Br i t i sh  Honduras, Jamaica,  Trinidad, Tobago, Dominica 
and Guadeloupe. 

The residua1 problem is small in Bolivia, Argentina, 
Costa Rica and Ecuador. 

Currently, 96 million population a r e  protected by anti- 
m a l a r i a  campaigns in 20 Latin American countries. The total  
malar ious population of the countries of Central  Amer ica  and 
Panama a r e  9. 2 million, represent ing l e s s  than 10% of the total  
Latin ~ m e r i c a n  population a t  risk. The cur ren t  p rogram status  
in each of the four Central  American countries where A. I. D. 
now assists p rograms  is given in  the following table. 

CURRENT STATUS O F  MALARIA ERADICATION IN GUATEMALA, 
NICARAGUA, HONDURAS AND E L  SALVADOR, B Y  POPULATION, 

1963* 
(000) 

Total Original Consol- Total 
Popula- Malarious idation Attack in  
tion Population Phase  Phase  P r o g r a m  

Guatemala 4, 120 1,912 1,234 6 78 1,912 
Honduras 2,008 1,892 941 9 51 1,892 , 

Nicaragua 1,767 1,697 668 1,029 1,697 
El Salvador 2, 5 1 1 1 ,641 ---  1,641 1,641 

Totals 10,406 7, 142 - 2,843 - 4,299 7,142 - - 
IrYExtracted f r o m  Report on the  Status of Malar ia  Eradication 
in the Americas ,  P z n  HealL! Organization, Directing 
Council, XV Meeting, 10 July 1964. 

This table indicates that  approximately 70% of the total  
population l ives  in  a r e a s  which were  originally a t  r i sk  to  malar ia .  
All of the a r e a s  at r i sk  a r e  now included within an  active program. 
In  80% of the population of these four countries,  there  i s  e i ther  no 
ma la r i a  o r  ma la r i a  i s  uncicr satisfactory control by present  meth- 
ods. A total  population of approximately two million with the four 
countries f o r m  the population group with special.technica1 problems 
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not amenable to the spraying of DDT alone. 

It i s  important to bear in mind that the principal malaria 
carrying mosq&to of this a rea  i s  anopheles albimanis, 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. -4t 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 a s  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 l. 8 5%. In E l  Salvador in 1959, the po- 
sitivity rate was 24. 6%. In 1963, it  had fallen to 7. 57b In Hondu- 
ras,  the positivity rate fell from 10.85% to 2. 4770 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, i t  
became possible for the f i rs t  time in the history of Central Ameri- 
ca to undertake the consistent progre s sive 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- 
t ial  for malaria transmission. For example, it i s  estimated that 
the coastal population in E l  Salvador is  now double that of 1958. 

While recent history has indicated, a s  it  has in many other 
par ts  of the world, that the immediate impact of'a malaria program 
is to produce a redistribution of population into lands formerly un- 
inhabitable due to 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 prinlarily when cotton growers began 
the regular use of crop spraying 2nd dl~sting. 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 i s  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 
a r e  breeding at  the same level a s  previously, since the modern 
eradication strategy ~ n a k e s  no attempt to eliminate the mosquito 
in its natural breeding habitat. If the campaign i s  terminated, 
the inevitable result must be L!at the widely prevalerit anopheles 
albirnanus 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 Pac i f i .~  Coast agric-dtxral economy and 
€he 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 t e r r i -  
tories in the Americas from wh.ich malaria has already been 
freed, a s  for example, British 8onduras and large parts  of Mexi- 
co. 

5. United States Policy on ,Malaria Eradication 

The United States has been actively interested in anti- 
malaria programs since the end of 51e las t  world war. While 
these programs experimented with the use of residual insecti- 
cides, endorsement by the United States of the worldwide mala- 
r i a  eradication program did not take place until a resolution to 
this effect was supported e~lthusiastically by the United States del- 
egation, represented by the Uriited States Pxblic 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 a s  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 r e -  
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 ass i s t  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 a s  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: 

4 

"Mr. 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 f rom Massachusetts (Mr. Conte) had 
an  interest in this particular program. I discussed 
it with the gentleman. We a r e  today making legisla- 
tive history here  to the effect that the reduction we 
a r e  recommending should not apply to  the malar ia  
eradication program. 

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

"I a m  proud of the par t  which the United States is 
playing in the worldwide malaria  eradication campaign. 
We have conquered malaria  in our own country. Now 
through the Agency for  International Development, we 
a r e  devoting our technical skills and financial resources 
to this grea ter  effort. We a r e  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" Fund and the Pan 
Arne rican 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 colrunon enemy. In 
a world still sadly torn, the malaria program eradica- 
t i oncampaign once more shows that its people can 
work together for mutual benefit. Worldwide techni- 

c a1 cooperation on this scale is very new in manys 
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 firian- 
cially. We will continue to encourage WHO in i ts  work to 
eradicate malaria throughout the world. 

"We will continue to commit substantial resources to 
aid friendly nations through bilateral programs of mala- 
r ia  eradication. 'I 

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.principa1 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 i s  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 s t rate-  
gy. In spite of technical problems, the multiplicity of anti-malaria 
methods now available have made it possible for  the Secretar iat  of 
the 17th World Health Assembly to record in February  1964: 

"It is the opinion of the Secretar iat  that there a r e  no 
a r e a s  in the region of the Americas in which it will 

' not be possible to  eradicate malaria.  ' I  

6. Financial Support by National and International Agencies 

Between 1956 and 1965 program costs  have been shared by 
national governments, UNICEF, PAHO and A. I. D. The follcwing 
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  E l  Salvador for 1955 through 1965. 

Government 
Share  A. I. D. Share Total Dollars 

E l  Salvador 61% 
Nicaragua 44 % 
Guatemala 39% 
Honduras 31 % 

The United States does have a policy commitment to support 
ma la r i a  eradication in the Americas. I t  i s  the p r i m a r y  interest  of . 

the United States that adequate support i s  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 ma la r i a  programs 
would be terminated a s  of the end of Calendar Year 1964, the Re- 
gion proposed that loan funds be niade available f rom Calendar Year 
1965 under the t e r m s  specifie6 in ADTO Circular  XA-305. In 
supplementing grants  with loans, +he Latin American Bureau based 
its est imates  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 
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malaria eradication was to be accomplished. Because of in- 
creased l o c d  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 a reas  which had been freed of the dis- 
ease. These revised and intensified programs require larger 
budgets than a r e  now available. 

Following the U. S. Public Health Service (PHs) team asses  s- 
m ent 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 Erradicaci6n de la  Mala- 
r ia  (SNEM3s), The CanipaEa Nacional Anti-Palfidica (CNAP) of E l  
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 beg2.n developing technical and finzncial data adequate to 
support requests for A. I. D. loans. 

A. I. D. had determined that fcr  purposes of inter-agency 
technicai coordination a cor.prehemsive Plhn o i  Operations should 
be completed by the local SNEM's arid CN,4P specifying the program 
strategy and detailing the local. cost budget requirel-nents, 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 196.5 the f i r s t  Technical Plans had been 
completed and submitted to the US AID'S and PAHO; however, 
PAHO found that three of the s ix  Technical Plans required 
revision, and the four-country Coordination Plan had not 
yet been drawn up. PAHO Technical approval of the E l  Salva - 
dor  country plan for Malaria Eradication was granted by 
le t te r  ME- 1779-65, dated October 29, 1965, f r o m  the Director 
of the Pan  American Health Service to the Surgeon General of 
the h b l i c  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 Panama 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. I. 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 f rom 
GOES for  $1, 635, 000, equivalent to 47. 6% of the GOES/AID 
financed portion of the proposed three-year  eradication program. 
This request i s  in keeping with the 50% ceiling on local cost 
financing stated by ALD/W a year ear l ie r  and reaffirmed in the 
ARA/LA CAEC meetin3 oi 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 a r e  
contained in Annex U. 

C. COUNTRY TEAM COMMENT 

The proposed three-year  malar ia  eradication program 
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will attack a disease which debilitates a portion of the popul a- 
-];ion of E l  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 E l  Salvador and the region, and gives full 
support to, this loan request. 

D. ALTERNATIVE SOURCES OF FINANCING 

As this loan involves no, o r  insignificant, U. S. dol- 
l a r  procurement, the Export-Import .Bank has not been contact- 
ed. 

On October 11, and 12, 1965, IBRD and IDB, respect- 
ively, indicated informally that this financing would not be con- 
sidered suitable for their institutions. 

. . 
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TECHNICAL ANALYSIS 

1. Description of the P r o g r a m  

Malaria  control activities s tar ted a s  f a r  back a s  the 
year 1900, but the program refer red  to a s  the Malaria  Erad-  
ication P r o g r a m  was not initiated until the year  1955. It i s  
planned that the program will a r r i v e  a t  the maintenance phase 
in the 1970. The loan portion will terminate in 1968. 

As in other malar ia  eradication programs,  the orig- 
inal E l  Salvador program consisted of four phases: ( 1) Pre- 

pratory-(mapping and numbering of houses, recognizance and 
epidemiological studies to define malar ia l  a reas ) ;  (2) The 
attack-(massive drug t reatment  of the people, spraying of houses 
with insecticides and larvicides);  (3) Consolidation-(epidemiol- 
ogical surveillance for  detection of malar ia  cases) ;  and (4) 
Maintenance-(prevention of reintroduction of malar ia  into a r e a s  
f ree  of malaria).  

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

Population Terr i tor ia l  
Estimated for  1965 Extension ~ m 2  

Total country 2.900,OOO 21,000 
Areas of endemic malar ia  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 a s  problem a reas  374,000 4,000 

The Three-Year Program,  1966-68, has been prep- 
a red  in accordance with the current  situation which indicates 
that 34. 5% of the population i s  living in the endemic malar ia  
a r e a s  where more  than ?O% 'of the total cases  registered in 
the country a r e  found, and must  be essentially protected with 
the attack methods which the eradicaiion techniques consider 
adequate. . . 

Consequently the respective program includes the 
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following: 

1. Methods of attack. 
1. 1 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 s tr ict  epidemiological vigi- 
lance). The a reas  under collective treatment shall be 

' grouped in five work zones, of which, the f i rs t  three 
a r e  already established and the fourth and fifth shall 
s tar t  functioning a s  soon a s  the transportation equip- 
ment to be provided by UNICEF, arr ives.  

In addition, al l  the localities in these a reas  shall r e -  
ce ive, simultaneously, DDT Spraying in two consecutive 
periods of four months each per  year. 

1. 2 The remaining localities in the a reas  i n  the attack phase, 
having a population of 436. 000 people, shall be submitted 
to two consecutive spraying periods of four months each 
pe r  year. 

1. 3 Some localities in the a reas  of the consolidation phase, 
having approximately 150, 000 people, will receive one 
spraying per  year,  to more firrnly guarantee success in 
these areas.  

1. 4 Larvicides will be applied in those localities where in- 
dicated and feasible. 

2 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. 

3. Epidemiologic a1 Ope rations : Evaluational and entomol- 
ogical activities wi l l  be increased a s  necessary and in 
accordance with the activities applied in the different 
areas. 

3. 1 To current groups of efficient volunteer collaborators 
shall continue to be supervised by personnel of the 

I campaign. .. 

3. 2 All f e ~ k  persons from whom a blood sample i s  taken to 
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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 al l  indicated positive cases, radical treatment shall 
be given in accordance to the parasi tary specimen 
found. 

' It i s  estimated that the a reas  under the attack phase will 
enter into the consolidation phase in 1969, however, if 
necessary, insecticide spraying, collective treatment 
o r  larvicides, alone o r  combined, wi l l  be immediately 
started in any specific a r ea  if transmission is  re-  
established. The detailed technical plan of operation, 
which has been approved by ~ ~ ~ ~ / ~ a s h i n ~ t o n  and ALD/W 
i s  submitted a s  Supplement A to this loan paper. 

A brief summary of the plan i s  submitted a s  follows: 

1. House Sprayings 184,000 154,000 90, 000 

1. 1 Total Sprayings 339,250 339, 250 150, 000 

2. Persons under Col- 
lective Treatment ? 

Programs 374,000 386,000 398, 500 

2. 1 Persons who will 
receive mass  medic- 
ation 290,000 133, 500 82, 500 

2. 2 Persons under s tr ict  
Epidemiological 
Vigilance 84, O G O  232, 500 316,000 

3. Notification Posts  2,400 2, 500 2, 500 

4. Blood samples to be 
taken for Laboratory 
Examination 585,000 600,000 " 600,000 
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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 8 46 

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 t o -  
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 f irst  
year when it i s  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 Coordination has been established 
by the Ministers of Public Health of CA/P, members of which 
a re  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 i s  expected that country problems 
and  those relating to transmission of malaria between countries 
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may be resolved through coordination and evaluation of 
country programs by the Work Group. 

3. Technical Personnel for the Program 

Since the beginning of the program in 1955 the Govern- 
ment of E l  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 a s  a 
liaison officer for CNAP and USALD. 

a. PAHO Personnel 1966 - - 1967 1968 

Medical Officer 2 2 ' 2 
Sanitary Inspector 3 3 3 

The personnel a r e  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 i s  planned that through a grant financed by PASA 
with the U. S. Public Health Service, two malariologists wi l l  
be assigned to ROCAP to serve under the general- supervision 
of ROCAP1s Chief Public Health Officer. One of these mala- 
riologists will provide advisory and monitory services for E l  
Salvador and Guatemala while the other will provide services . . 
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for Honduras and Nicaragua.   he basic work of the USPHS 
malaria advisor will be to monitor project performance. 
The complexity of this task ar ises  from the inclusion of 22 
minimum technical, legal, and administrative requirements 
which must be included in an ALD/WHO approved national 
plan of operation. 

The advisor will ass is t  CNAP in the preparation of 
annual detailed work plans in order to assure  that the plans 
a r e  satisfactory. During the course of an operational year, 
he will travel throughout the operational a rea  to verify that 
targets a r e  achieved in terms of house spraying o r  other 
techniques . 

The advisor will provide technical and fiscal certif- 
ication a s  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 lat ter  serving to 
monitor use of funds and continually reporting on program 
progress and problems. 

The technical advisory and evaluation services des - 
cribed above a r e  adequate for the program. 

d. National Malaria Eradication Service (CNAP) 
Personnel 

About 443 Salvadoran government workers a r e  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 f i rs t  year C'J-1966. This number will be de- 
creased to 1072 in CY-1967 and to 846 in CY-1968. In addition 
there a re  2300 volunteers who maintain malaria notification 
posts. Detailed personnel costs a re  shown in Annex 11 Exhibit 
3. 

Key staff members of the CPAP organization a re  the 
physicians, engineers and administrators who function a s  
chiefs of the major technical sections of the national headquar- 
t e r s  and a s  sector program chiefs in the field. A l is t  of key 
CNAP personnel appears a s  Annex 11, Exhibit 4. The compe - . . 
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tence of both the professional and nonprofessional personnel 
of the organization i s  high. Of equal importance i s  the strong 

b dedication of the employees at  a l l  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- 
g rams  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 administ ration 

4. Cost of Program 

A. I. 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, medicator s, spray- 
e r s ,  etc. ) $1, 436, 320; equipment and materials  (transportation, 
gasoline, oil, medical supplies, office supplies, special clothing, 
tires, spare par ts )  $1 54,480; and miscellaneous expenses (rents, 
public utilities, malar ia  outbreaks, contingency reserve)  $44, 200. 
These cost estimates a r e  derived f rom detailed GOES analyses. 
The personal services cost is in line with wage scales now current 
in E l  Salvador, and the operating equipment and materials  costs 
a r e  based on previous experience and a r e  reasonable. 

While the procurement of equipment and materials  i s  a 
minor par t  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 i t  will take every reasonable oppor- 
tunity to procure loan- financed commodities directly f rom the 
United States. 

In addition to the GOES/AID contributions to the project, 
the USPHS will provide two grant-funded technicians to work 
primari ly in the four countries requesting AID loans, with the 
one-fourth of their  cost attributable to this E l  Salvador project 
equalling $12.000 annually o r  $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. 
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5. Other Considerations 

a. Impartance 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 a r ea s  where mosqui- 
toes a r e  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 a reas  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 arr ival  in E l  Salvador and the 
other Central American countries of these commodities is  
important to maintain program schedules. Therefore UMCEF 
i s  most anxious to know a s  soon a s  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 a r e  shown in the Financial Analysis. The loan 
agreement will require a schedule of contributions to the pro- 
ject from the GOES. 

6 .  Technical Soundne s s 
a. Program Planning 

A Technical Operations Pian 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 plznned and the cost estimates a r e  reasonable 
and sound. It i s  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 f irst  two years of the 
program. In any case they a re  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 E l  Salvador and the other CA/P 
countries of eradicating malaria, which i s  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. 

c. Technical Evaluation 

CNQ has prepared a detailed plan of operations for 
each of the three years for house spraying, mass drug treatment, 
epiden~iological vigilance and other activities to ca r ry  out the 
malaria eradication program. The Plan, Supplement A of this 
loan paper, i s  sound and realistic and has been officially approved 
by PAHO/W and ME/W malaria exzerts. As described above, it  
i s  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-  
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ment, and in all  problem areas,  .house spraying twice annually 
only in those a reas  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 
marqier: 

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 800/0of 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 a r e  
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 a l l  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 a r e  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. A l l  health services (Hospitals, 
etc. ) will be regularly stimulated by CNAP in 
order to get adequate notification. 

h. Public education w i l l  be intensified at  all  levels 
I 

utilizing the phrase "War Against Malaria" 
("Guerra Contra l a  Malaria"). 

i. 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. 

j. Program administration will be augmented and 
improved. to assure flexibility in program activi- 
t ies and adequate logistic and adnsinistrative sup- 
port in all field activities. 

k. The Pan American. Health Organization (PAHO) 
will provide technical advisory services at  both 
the country and the regional level a s  described 
under Technical Analysis of th.e Program. It i s  
expected that PAY0 will increase i ts  regional 
technical staff when the new program i s  imple- 
mented. 

1. AID will provide technical advisors who will 
work with the Regional Programs under the 
general supervision of ROCAP' s Chief Public 
Health Advisor. His responsibilities will be to 
monitor the  program to assure proper utiliza- 
tion of funds. assess  program progress in terms 
of established !argets, identify technical problems 
that may ar ise ,  and report periodically to ROCAP. 

m. ROCAPqs Chief Public h'ealih Advisor will ass is t  
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 country3s 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 a re  available for program 
time schedules, and will report program status 
status periodically to USALD/E~ Salvador and 
AID/w. 

n. USAID/E~ Salvador will make periodic audits 
and provide appropriate administrative back- 
stopping to the program. 



1. General EconorAc Situation in  E l  Salvador. 

E l  Salvador @s just  completed three years of expanding economic 
act ivi ty ,  the end of which i s  not yet i n  sight, though the r a t e  CXC . 
expansion may be slackening for several reasons. 

&neraUy re l iab le  G I P  estimates show an average annual increase 
o f  % a p a r  f o r  the past three years. Popul~t ion  increase, i s  a lso  

- rapid (in excess of $ per anmun). Official  jprice indices shmi only 
negligible price increases during the past f ive  years. These indices 
are believed' t o  a d e r s t a t e  actual  p i c e  lilovenents only s l i ~ h t l y ,  so 
*A% bz Z z  Lhe *.tr _part 02 338 -Lm5e&x3 6$ p m  e &crease 
in -mr czpita BJT is  r e d .  

This eztcellent economic p e r f o m c e  was possible owing to the 
simultaneous operatior: of several inportant factors: 

. r , I  

"&panding agricultural, exports . 
- Inproved export prices 

Long-term private and public c a p i W  inflow 
Rapidly e m d i n g  regional t rade , 

. '  Strong and sustained dones.Uc private investmerrt > 
Sustained pol i t ica l  s t a b i l i t y  
Expanding indus tria 1, investiilent 

Despite rapidly increasing industrialization, 61 Salvadcr i s  still - 
an a g r i c u l t ~ t r d  country, and a key element in the c&ntryfs  economic 
performance is  t h e  incarie from agricul tural  export crops-coffee, cot- 
ton, and sugar. These are all comnodities trhich a re  in frequent or 

I chronic world surplus supply and which are sub jec l  t o  rapid price 
\ 

fluctuztions, a p a r e n t l y  mora often dmrnward. Despite the ever-vul- 
+ nerable s i tmition of Lisse products, E l  ~alvador '  has fared re la t ive ly  

well during recent years. 
L 

Salvadorean coffee i s  of good q u d i t y  and i s  e f f i c i en t ly  produced, 
so t h a t  r e h t i v e l y  l i t t l e  d i f f i cn l ty  has been encountered i.11 marketing . .  it profitably. The an t i c ipa~ed  1965-66 Salvadorean coffee surplus 
problem did not naterialize,  owing t o  less-than bumper yields and a 

a , quo-ba waiver granted a t  the Novenber 1965 Lonbn ~leeting. Sons of the  . benefit  of t l ~  waiver could skill be l o s t  if prices drop belor.: tho 
target level. The prospects f o r  equally successful marketing of the . .  

' 

I 1966-67 crop are l e s s  favorable, A large crop i s  pr6&cted, and,a t 

higher quota or continued ~traivers are f a r  from assured. I f  a size- 
able unmarketable surplus should result, a problem of f a i r l y  serioys 
proportions %rill result ,  since public and p-rivzi;e capi tal  would 
then probably be uneconomically emnlopd i n  carrying t h e  surplus, 
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, Cotton exports exceeded $36 million i n  each of the past three years. 
I Drought and insect  problems reduced the 1965-66 crop t o  the extent tha t  

1966 cotton exports are  expected t o  be dawn b ~ r  a s  much a s  one-third, 
The negauve impact i s  not  limited, however, t o  reduced f orsign exchange 
ewn,ings from cotton ' f ibe r  exports. A flourishing vegetable o i l  and 
animal feed industry has arisen on the base of sustained high cotton 
production. Imports of crude cottonseed o i l  from Nicaxagua t&U be 
needed i n  1966 i n  order t o  keep o i l  plants run-. In  order t o  
suppl* animal feed f o r  the expanding dairy and beef industries, con- 
sideration i s  being given a t  present to importing up t o  20,000 tons (I 

of soybeans from the-U.S. In an attempt t o  dissuade f a m r s  from 
, shif t ing from cotton to  other crops, the W S  has committed i t s e l f  
t o  provide massive f inancial  assistance t o  permit hard-hit cotton 
farmers t o  r o l l  over existing short-term debt and t o  finance the 
coming crop. The resul t  of these developments %Till be reduced 
foreign exchange earllings in 1966 froin c o t t ~ n  e q o r t s ,  increased 
foreign exchange expenditures f o r  m o r t e d  raw rnate&als, and the 
tyinE: up in cotton financing of bank credi t  which had been counted 
on t o  be available f o r  more productive investment. both in the - - 
public and private sector. 

Sugar production has expaded, on a profitable basis, the .past 
l e e  a s .  Of the ap?roximately 100,000 tons produced annually, 
appro~ .?a te ly  one-third i s  sold i n  the United States a t  higher than 
world prices, The ln1I.k of the reminder i s  sold in the protected 

4 domestic narket, leaving only a d l  portion t o  be sold a t  present-. 
l y  depressed world prices. Additional sugar r a i l l  capacity has 
been put i n  place i n  the ?ast three years, and i f  cane plantings - 
expand t o  permit the e,q?nded industry t o  operate a t ,  capacity, a 
surplus problem could result .  

Exports, which were stable z b  around $156 million a year in the 
1956-61 p e r i d ,  began a sustained expansion in 1962 and reached 

. $16'7 n i l l ion  i n  1965. Although sales  of m?nvfactured goods i n  the 
Central American C6,mion I4arket are expected t o  continue t o  increase, 
no continued expansion of t radi t ional  agriccli;ural exports t o  world 
rrarke ts  can be expcted  in 1966. 'i'he d p a d c  hzpulse of good 
volumes of coffee, c o t t ~ l l  and sqar ,  srhich taken together provided 
the strongest single stir,n-aant t o  tlls 1962-65 boon, can scarcely be 
eqec ted  t o  provide tkr s a ~  re la t ive  strengtn t o  the economy in 
the next year or two. Although bportant  indicators such a s  r e t a i l  

F ' .  sales and industr ial  production continue t o  ox-pand, there i s  'a v 

feeling i n  the a i r  tha t  a pause i s  due. 
*A* 
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i Imports, pzrticularly or" ca?ital ~ o o d s  and r&i materials, ex- 
panded a t  a s l ight ly  lmrer rate  than es-rports u n t i l  the end of 1963. 
In the past txo S a r s  trade de f i c i t s  of $13 rilillion n p a r  have been 

i incurred. The CDES became concerned w e r  tine trade de f i c i t  and . 
tightened bank credi t  in 1965 i n  order to  discourage unneeded k.iports, 

I Long-term public and private hf lmr ,  ho-tsover, has nore than compensated 
I .  
1 for  the modest trade de f i c i t s  of the past two years. Mct foreign 

exchange reselves of the Central Bard< stood a t  $51 million a t  the end 
of 1965, an increase of 2% over 1964, Reserves have continued t o  

, e increase and stood a t  $66.8.miUion on March 4, 1966, equal t o  2$ 
months foreign p a ' p n t s  requirer~ents a t  the 1965 rate'. 

I 

Total dpmstic  revenues of the Central Government (excluding 
autonoraous asencies and foreign borrowing) increased by 16% in 196.4 
but by only 6 , s  in  1965. The FIay 1965 earthqudco i s  believed t o  
have reduced subs twt ia l ly  personal and c o i ~ o r a t e  income tax  
l i a b i l i t i e s  as  t ie l l  as to have resuited in a slaido-fin i n  collections. 
The GQES projects an increase of 11.G; i n  tax receipts in 1966. 
T h i s  es tLmts i s  believed t o  be somewhat inflated, and a nore 
prudent estimated ~roulcl be no hieher tkan the 1965 ra t e  of increase. 

Eqenditures have remined i n  l ine  15th revenues during recent 
years. In 1965 an e s t b a t e d  surplus of $7 million ams realized 

. and carried into the 1966 budget, 'Ilris large surplus resul t s  in 
part from slow ut i l iza t ion  of funds earmarl.;ed for  earthquake rel ief  
and reconstruction. 

The t r a d i t i o n d l y  conservative monetary and f i s c a l  policies - 
followed in El Sdvador imve held price increases t o  i n s i g n i f i c a ~ t  ' 

mounts even d ~ r i n g  the e,qmsioncry. pei-iod of 1962-65. The 
o f f i c i a l  price hrdices, vbich r ~ y  uiderstate actual increases s l k h t -  
l ~ ,  increased only 2$ d u r i r ~  tkie past f ive  years. ilage increases have 
been relat ively m i l l .  An increase i n  ag r i cu lh rn l  ninimuzo wsges of 
very noderato proportlois in.1965 appeal% to lave been absorbed with- 
out dif f ic~C,;r by ei~12lo;-ers, A Ilinir.;u;n. wage f o r  industr ial  workers 
i s  under s.tudy, but even when iiiqlex~entec! stiould iiave re la t ive ly  
s l igh t  inpact on price levels  a.h.ca.53 p - e v ~ i l i n g  in. progressive, ex- 
panding plants. Some spot waze increasss Pave been granted t o  public 
employees, aild ra ises  for  increase naibers of employees are more lilcely 
than not in the next year or lx:~, Such increases 1.2ay be pol i t ica l ly  
necessaq if c o n ~ ~ r e n t l y  the CQLS increased s d m i e s  t o  riddle m d  

I - S  upper echelon perhsonucl t o  the level  needed to &tract ard hold 
conbetent people. W015.c seckor :rage iacreases a ro  not expected to 
reach inflatiollary proportions, but z greater-tkm-planned portion 
of increashg t a  revenues m y  be absorbecl i n  such'increases, leaving 
insuff icient  f ~ u ~ d s  f o r  capital  contr3.m. Lions to  new projects and for 
the increased operating eqerlse s incideii t 'Lo developrenb . 
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* The pattern of public expenditure outlined i n  the just-complSAted 
five-year plan (1965-69) clearly inpfies t lmt pressures on the htdget 
w i l l  be greater .  than i n  the past, Public investment in years prior 
t o  1962 was heavily concentrated i n  mrastructure projects-e.g., 
roads and i n  self-liquidaJLing projects i n  porrer and port development, 
Since 1962, public investment b ~ s  shifted gradually in to  new areas; . 
f i r s t  largely self-liquidating industr ial  and housing lending, and t o  4 

,a lesser  exbent in i n v e s t ~ ~ e n t  i n  the soc ia l  sector. The enphasis 
fo r  the co&i years i s  t o  be mch stronger ki tile social sector, 
Over 5C$ of public .sector investmnt .hi the f ive -pa r  plan i s  r 

scheduled 3 f  or the s o c i d  sector. I~fell-administered investmnts in 
health and education may well be lnore remunerative i n  the long run 
than indus3riaJ. and infrastructure investments, but the former are 

- ' 

not self-liquidating and place heavy demands, uzhich the budget, i s  
iu prepared t o  m e t ,  on public finances during the years of 
implementati on. 

A t  the beginning of 1966, El Salvaclor could contemplate with 
saGsfaction the dconom&c resul t s  of the past three years. Those 
resul t s  were achieved. by m'x-be of generally good economic manage- 
nent , f 0reigi-i public and private support, ancl some luck (e , g . , 
agricuitural export prices and volume), IieaListic observcrs are a t  
present unable to  perceive the trends and forces which z s i l l  r.m!ce 
possible a continuation of sound. growtin a t  the r a t e  of the past 
three yersrs, Despite the excellent resul t s  so f a r  achieved in some 
sectors, the  bash 9roSlens of the country of =cess po@ulation, 
lack of land, and other nature1 resources, mlnutr i t ion,  ill health, 
poor housing, and i l l i t e r a c y  have barely been tackled, - 

' 2, ' Debt Roy?ay,;ent Capacity or" S1 Sclvador . 
Foreign debt pcpents  of 5nterest ancl princi-pal require o@y 

about 5% of E l  Salvadorts export earn-ings a t  presei~t, The t o t a l  
. . outstanding forcien debi; z t  ' h e  end of 1365 %!a$ $57 million, up 

from $28 rxLllion a t  the  end OX 1962. This sharp illcrease in debt, 
huwever, i s  long-term cie'bt talcen on at conventional o r  c oncessional 
r a t e s  of interest .  Short-=cl iiz~?i~::-tern hizh-hte-rest supplier 

. credit  has been av~ided.  If ncrr add i t iona l  debhon t inues  t o  be 
available on averace .t;eri:.s co  ore o:lerous tiian the post-1962 ad- i 

. dition, a very large aGditional burden can be assuned pithout ex- 
, . ceeding reasonably pri;C:ei~t Cebt serdcing  limits . 

. The developmental goals outlineci bi the f ive-par  plan are 
quite modest i n  re la t ion  to  needs. The i n ~ e s t r a e n t ' ~ ~ ~ u i r e d  call 
nowhere near be i ~ e t  b~r  dordestic revenues, ~ikich only increase 
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arithmetically, while capi tal  input requirements and incremed oper- 1 
a t ing expenses associated wtth rapid development increase geometrically. 1 
El  Salvador has no choice but t o  assume greatly increased foreign . 
indebtedness if developmental g o d s  are t o  be achieved in substant ial  
measure. The favorable s ide  of t h i s  picture i s  t h a t  the  prudent 

I 
f i s c a l  management of the past and present permits the  assumption of 
inc reqed  debt without violating the  canons accepted by foreign 
lenders. . - 

3. -Local cost ~ l n k c i n ~  

V i r t u a l l y  all of the  A.I.D. component of $1,635,000 and of t h e  
GOES contribution of $1,800,000 w i l l  be fo r  loca l  costs, Most of the  
small foreign exchange costs wi.U be borne by PAHO and UNICEF, 
neither of which agencies can pay local  costs. The AoIeD. portion 
w i l l  amount t o  36$ of t o t a l  costs and 4@ of esthmted loca l  costs* 
The justifications f o r  A,I.D. financing of t h i s  percentage of the  

- t o t a l  and local  costs are simply (a)  tha t  the  project is necessary, 
(b) t h a t  it is not l ike ly  t o  be carried out without AoI-Do assistance, 
and (c)  tha t  the  cost of t h e  projeat are necessarily mostly loca l  1 
costa* I 

This project, l i k e  many others which the GOES has presented 
in t h e  past  and w i l l  present in the  f'uture, is  loca l  cost-intensive, 
Projects a re  selected fo r  presentation t o  A.I*D. and other lenders 
from the standpoint of priority,  taking into account the  optimal 
mix of resources available. Labor Ls plent i fu l  and cheap3 hence, - 
projects using large labor inputs a re  favored by therCKlES when such ' 
projects also meet t e s t s  of priority.  Such projects are relat ively 
cheaper in  terms of t o t a l  cost, since relat ively plentif'ul resources 
are wed t o  opt- advantage. The GOES- is well aware - tha t  foreign 
cost-intensive projects have a built-in advantage *om the t a c t i c a l  
standpoint of loan negotiation, since the  local'currency issue does not 
a r i se  in such projects t o  a c r i t i c a l  degree. However, the  GOES has I 

avoided emphasizing such  project^, even those which would be well short  
of meriting a white elephant label, has concentrated, wisely we 
believe, on high pr ior i ty  projects - 

* 1 
Financing i t8  portion of loca l  currency costs presents r e a l  and 

diff icul t ,  though different,  problems fo r  the  GOES, which can obtain 
I loca l  currency only from tax  receipts and, t o  a very limited extent, I 

I 
from domestic borrowing. Domestic borrowing is v i r tua l ly  completely i 
res t r ic ted  t o  borrowfng f o r  se l f  -liquidating projectg' adminlatered 
by autonomous en t i t i e s  of proven administrative merit, : 

1 

. , 
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planning, t raining and other preparation ( i. e . , the  cadastral  
s m e ~ )  indispensable to provide meaningful additional tax refom 
to Supplement the pioneering tax reform measures o f t h e  present 
administration are expected t o  provide new tax breaktbougbs and 
receive new impetus, 

+* -- -- - - - .  
a I-feanwhilc, optimal u$e of tho ~ t = d  domestic resources can best .. u be achieved by selecting only the highest pr ior i ty  projects, regardless 

of the l o c a l  cost percenAtage. From the standpoint of the W S ,  it i s  ' 1 
immaterid whether 1323s costs are in local  currency o r  i n  foreign ex- ' 1 

. change, since in aii open economy without inf lat ion the GO33 pays a l l  . , 

of i t s  expenses in  the f i r s t  instance in local. currency. 

A large knd easily Torgotten neasure of self- help i s  provided . 
through the GOES adherence t o  s table  monetary policies, since as a 
r e su l t  of such policies all foreign assistance can be u t i l f ~ a d  fo r  
productive investxent without the 'necessity of diverting a portion 
of such assistance t o  supporting assistance t~lxich, even i f '  success- 
ful ,  czn a t  best only build a foundation upon which productive * 

investment can then proceed, 

In the case of E l  Salvador, A I D  f inmcing of high percentages ' 

of local  costs does not en ta i l  unfavorzble effects  on the U.S. 
balance of payments. U. S. e-xportsl share of the aalvadoran market 
have been maintained in percentage terns, while increasing in 
absolute t e m s  as  total. imports increase in response t o  the expand- 

. . i n g  econmy. There i s  every ronoon to expect this trend t o  continue 
and perhaps t o  increase, as U.S. e,q$oTters learn hox t o  Wce ad- 
vantage or" the changing though expanding opportunities t o  s e l l  
in the eqanding CACII, 

4. P h c e  of Project jn Progym. The malaria eradication 
project ifas not s p e c ~ i c a l l y  envj-saeed in the FY 1967 CAP, since it 

. was, u n t i l  redently, assuned k t  E l  Salvador would f i n a c e  from i ts  
ovm resources i t s  shera of -(;he fouwiat ion regional malaria eradica- 
t ion  program of which t h i s  project i s  o necessary and integral  p a t .  
The regional project has a d  has :led a' high pr ior i ty  in the 
regional progrui. It becane necesser;? f o r  the GOES t o  seek A I D  
financing for  part  of the project only rrhen the W S  realized in the 
preparation of i t s  CY 1966 and 1967 budgets tha.6, despite a 6s u s  

increase in its appropriations fo r   lari ria eradication, i t s  
resources would be insufficient t o  carry the whole load alone, 

I '  
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5. Economics of Project 

(a) Kepj o m 1  Significance of IXLa,ria Eradication 

Since 1942 the U. S. Government has been assis t ing other 
' countries i n  t h e i r  anti-malaria programs. During 1956 and 1957, such 

L support reached a $11.5 million annual leve l  i n  Latin America. Under 
Section 420 of the liutual Assistance Act, 1957-60, the U.S. Congress 
recog&zed tha t  malaria  constitutes a major deterrent t o  the e f fo r t s  . of many people to  develop the i r  economic resources" and s tated the 
U.S, policyyof assistance to effor ts  t o  eradicate &aria. U.S. 
conti-ibutions to  UIJICEF, ?THO, and PAHO a s s i s t  these interhational 
agencies i n p a l a r i a  eradication i n  most of the 84 countries where anti- 
malaria ac t iv i t i e s  are  underway. 

A s t a t i s t i c a l  su'vey by XI-I0 in mid-1963 estimated that  
154 million persons on the American continents l ive  in what once were 
malaria infested areas. T h i s  f igures includes about 45 million i n  the 
United States  where malaria has been eradicated. 

. + 

In four c k t r i e s  of Central America ( ~ u a t e d a ,  E l  Sal- 
vador, H o n k a s  and Micaragua) appromate ly  7 n i l l ion  people, or 6% 
of the - total  pornation, now l i v e  in areas t h a t  were originally a t  r i s k  
to malaria. Today i n  8% or" the populatim of these four countries 
t h r e  i s  e i ther  no lidaria ar it is under satisfactory control. The 
economic and social  consequence i n  the tray of increased agricultural 
and i n d u s t r i d  production and reduced . a o r t a l i t y  rates  i s  evidently 
substantial; however, as i n  the case pf other public health activi-  , .. 
t ies ,  t i e  direct  economic benefits from malaria control and eradica- 
t ion  are d i f f i c u l t  t o  qujntify. 

Comparisons of agricultural production i n  5'est Pakistan 
between protected and unprotected rda.ria.1 d i s t r i c t s  suggest tha t  
increased agricul tural  yields arc d i rec t ly  correlate6 16th anti-  
malarial act ivi t ies .  A :.%O e q c r k a n t  i n  East Pakistan and other 
worldwide data suggest tha t  agricul ' iurd yields may increase from 
35-4% due t o  ercdics'cion of r ~ l a r i a .  Such de ta i l s  suggest the 
importance t o  Central h e r i c a t s  h e ~ v i l y  agricultural economy of the 



Between 1956 and 1964 the United States  pmvided a s s i s t n e  
. t o  Central America in Grants and 'Technical Assistance. PAHO and 

UNICEF gave further assistance during this period. Costs shared by 
, the four governments (excluding Costa ~ i c a )  and A.I.D. have tbtshd! ,  . 

about $28.4 million, with A.I .D .  contribuung $7.2 million (2%) 
over the past  eight years: 

The proposed three-year eradication program, intended to 
cope with the residual problem areas 'A . w i l l  cost an estinated 

c' 
$=.3 million, of which the U.S. support, on a loan ra ther  than a 

* k 
grant basis, woul8 a p p r o a t e  $4.8 million. 

* '  

Added t o  the expenditures of the preceding period, the t o t a l  - eleven-par' program t r d d  cost, by tb end of 1967, $42.7 million, an 
average annual cost of about $3.9 million, of trl~ich the U.S. share 
would be, i n  grants and loans, a b u t  $l2 million, o r  2 s .  

~. 

I .  

- Because of insecticide resistance the ,.renai.ning 1.8 million 
populatZon of the Pacific coastal areas present a special  
problen. The problem area population i s  estinated as fol- 
lows: 

Problem 'Total1964 ; % o f  - 
Area Pop, Population 'Total 

E l  Sdvadar 374,000 2,?50,000 
r Guatemala 491,000 4, 300,000 =D4 

Honduras LU, 000 2,200,000 6.4 
Nicaragua 009,000 1,600,000 50.5 - 

1,8l5,000 10,850,000 l?,C$ , 

The following table shows the q-ti>roxi.nate cost per person 
of the  proposed thee-par  proerm besed on the popblation of the 
problem arezs and the t o t a l  es"c2teci eqeiidi'tures from govement  
contribution and United States l o a s :  

4 b  
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Population Three-Yeas Approximate 
Problem Cost Cost per Person 
, Area (1~iiLlions) ' - Three-Year Period ' Per h u m  . 

. . 
Guatenala 3'74,000 $ 4.4 $11.76 $3.92 
E l  Salvador 491;000 3.4 6.92 2.31- 
Honduras Ul, 000 2.3 16.30 5643 
Nicaragua 809,000 - 4.2 5 el9 - 1.73 

~,Wj,m U.3 7.88 2.63 
w - 

The principal affected areas a r e  the  Pacif ic  coasta l  lorilands.~' 
This s t r i p  d o n g  the Pacific, some 600 miles long and r a r e l y  a s  much as 
100 miles wide, i s  the  ~ i o s t  densely populated area Sn Central America-- 
about' 2C$ of the  t o t s 1  area  of t h e  region containing &$ of the popu- 
lztion. T h i s  area of popula.tion conceiltration includes about one-third 
of Guatemala, zJ1 of E l  Sdvador, the  t ~ i o  Pacific C o s l s t  provinces of 
Honduras, md the urban areas of Nicaragua. 

P o s t ~ a r  agr icu l tu ra l  dove10,ment of sxar and cotton bears 
a 'direct  rclatioiiship t o  the  reduction of h m  reservo i r  of malaria 
p r a s i t e s .  The Pacif ic  Coast lo~rlands and pla ins  tiere ecoiionicilly 
r ev ikd i zed  becmse of the  war on ntalaria. In 31 Salvzdor alone the  
coasta l  populetion k s  doubled since 1958. 

The econonic importace d the Pac i f ic  Coast areas  of G ~ ~ t e -  
r~l;tla, E l  Salvador, Xondures, and Micaragla i s  simm in the series. of 
paragraphs ( fo l l o~ t ind  which give t k  percentage of rxajor crops grovm 
in the  Pacif ic  Coasts Deputments of these countries compared with the 
country crop to ta l s .  

Guatemala: Seven Pacif ic  Coast Departments comprise 1% of '  
the  land area and. i n  196% contained 34% of the  population, T h i s  area 
in 1962 produced 10M of Guate~lalaIs cotton crop, 7% of i t s  coffee, 
.71!$9 of i t s  sagar, 537; of i t s  r ice ,  46% of i t s  carn and l+$$ of i t s  , 
c a t t l e ,  a 

Nicaay,ua: Four PcciZic Coast Dcparixents rdce up 1% of 
the btd land area of Bicarasua and coiltein about J+yi of the  
couni;rycs 1963 po>clstion. The area -:=.~ciuces 94$ of the c o ~ ~ ~ t ~ j c s  - 
cotton, 835: of i t s  s u p r ,  35s of i t s  15 ce a ~ d  3l$ of i t s  ca t t l e ,  

Jlicerat.'~z. cons t i t u t e s  the ;~r inc ipa l  probleu area. i.3len 
tie progrun b e g a  i~ 195s apprwYLi~tat;ely 9@i of the  populatioil was 
considered t o  l i v e  ir, a zal-aria srea  ~:hi.ch consisted of 9% of the 
1ar.d. Eradication of u~daria,  ~ ~ n c i p d l y  in the  most f e r t i l e  
regions t~here  thc s7.Za.r Fnciustries z ; . ~  located 2nd whem cotton and 
cereals  are being cultivcted, i s  consictcred iulpera Eve. 
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1: E l  Salvador: 6'$ of the total population of San SnlvbLdor 
! 
1 l i v e  5.n eight Pacif ic  Coast Departments. This land area produces 
1 935% of i t s  cotton, 7l$ of i t s  corn, 66s of i t s  sugar, 6l$ of i t s  
[ 

coffee and r i c e  and 5s of i t s  ca t t le .  

Hond~~ras: The proplei  area is m t he  kip on the Eacific 
lying betsreen E l  Salvador and Nicaragu~., In this area there  a r e  
only two De,prtmcnts containing l2$ of .;he population. Consequent- 
l y  the( economic im9ortmce of the area u s  compared with the other 
three countries ig re la t ive ly  small, as pay be seen from the . 
Tables. Only cotton i s  of r e a l  bporta::ce, with 2J. l  of the coultryts . 
production grown i n  these two departmen Ls . 

~&ry: The foregoing ~ a e i f i c  Coast smi12~ries give a 
, c lear  picture of the economic importance of malarial areas t o  the 
, - .  , agricul tural  sector i n  these four countries. Needless t o  say, 

h d u s t r y  and commerce play an increasingly donlinmt r o l e  in  the 
ports  and adjacent towns where ref iner ies ,  f e r t i l i z e r  plants, 
f i she r i e s  ancl coastal  shipping are located. These too would be 

I , .. adversely affected in the event of a resurgence of m l a r i a l  infection 
dloag &he Pacific Coast area. 

Success in eraciication depeiids upon contrilluous and systematic 
operations over a r a h i m w ~  of seven p a r s  ( s ta r t ing  from scratch) if 
the disease i s  t o  be cmple te ly  eliminated. Therefore the costs of 

! 
such program appxtr superf ic ia l ly  great  jn comparison t o  the derived 
econoroic benefits. There can be no qwesiion, however, 02 the  tangible 
and imeciiate soc ia l  and weUare benefits  from malaria eradication. - 
These w i l l  nean Jncreased .individual longevity and ?roductivity, 

Anti-malaria, conpaigns ]lave contributed s ignif icant ly  t o  the 
economic and s o c i i l  develo;31r,ent of the comtries;  t'nese ac t iv i t i e s  
should be continued. GessaLion or  a sharp curtailrtent of the  progr~m 
in a y  country 11il.1 resul t  in a resurgence of r.dlaria a d  the campaigns 
in contiguous comt r i e s  could be arYccted edverscly, If malarid. in- 
fect ion i s  not ef2ectivelg eradicated it could spread a d  oblige the 

1 .  agricul tural  population t o  re t rea t .  t o  t h s  i;i~;iilmds. I ronical ly  
enough, the pl-ogircss of Ccntral ~ber icar?  econcinic h t eg r s t ion ,  t d t h  i ts  
enhulcenent of nigratory moveirients 'u:. 3.~~1d and air, recuces the 1 .  

profiection n o n i d l y  afforded '07 "islciidr~ i so la t ion ,  and mke s the need 
f o r  m l a r i a  e ra6icei;ion and control even gTea,ier. 

& ,  
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. . 
In view of the assumption tha t  "he proposed malaria eradica- 

t ion  program r J i l l  go f onrard in Guatemala, Honduras, and Nicaragua, 
it is  obvious tlmt the resul t s  i n  those three countries would be short- 
Uved u i l e a e  conourrsntly similar eradication efforts are adequately 

' 

implemented i n  E l  Salvadar. .Halaria would quiclcly bereestablished i n  
- - newly malaria-free areas of the three neighboring countries if E l  

Salvador r e m n e d  an area of actual infestation. Movercent of people 
at~ong;&the three countries i s  already large and i s  increasing rapidly, 

' so  tha t  eradicating malaria i n  only three countries wmld be similar 
*. to plugging only$hree of four  holes i n  a foundering ship. 

, e 

(b) Signif icznce of Malarla Eradication t o  E l  Salvador. 

Although much of E l  Salvador i s  susceptible to malaria, 
the present areas of infestation in the Pacific coastal lowlands pre- 

rsen& the greatest  danger of reaching endemic pmportions. It i s  
in the coastal area tha t  recent agricultural advances have been the 

,. most spectacular, as the  completion of- the l i t o r a l  highway made more 
intensive cultivation of the area econonically feasible. The mainten- 
ance and expalsion of t h i s  economic advance could be Jeopardized i f  
malaria is not brought under control or eradicated. 

The affected area i s  also the s e a t  of the nevrly important 
shin;, hdustq?.  One important port city,  AcajuUa, has expanded 
rapidlyr in t he  past f ive pars and i s  beconing an important industr ial  

I a s  well a s  port city.  Present p l m s  6 a l l  f o r  more intensive develop- 
ment of the area surrounding La Union, on the Gulf of Fonseca, in 
connection with regional developnent involving Nicaragua and Honduras. - 

, Industrial  progress already achieved could be set 'back i f  malaria 
vorsened in the area, hna prospects f o r  future Salvadoran and 
. related Nicarac~un and Honduran developnent would be less favorable 

- unless it is assumed tha t  r ~ d a r i a  in the region krill be wiped out. 

, i 

. * 

. .  
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i 
I G. FINANCIAL ANALYSIS 



COST SUMMARY: E L  SALVADOR MALARIA PROJECT 
(U. S .  $) 

1 9 6 6  1 9 6 7  1 9 6 8  
GOES A.I. D. TOTAL GOES A. I. D. TOTAL GOES A. I. D. TOTAL 

GOES & A. I. D. 
Loan Contributions: 

Pe rsona l  Services  476,214 664, 728 1 ,140,942 600,000 459,660 1,059,660 600,455 31 1,931 912, 386 
E a u i ~ m e n t  & 

Miscellaneous 
TOTAL 

Other Contributions: 

~ O S P / O M S  incl. 1/6 
Regional Office cos ts  

TOTAL 
G 
SRECAPITULATION: 

GOES & A. I. D. 
Contributions: 

P e r s o n a l  Services 
Equipment & Mate r i a l s  
Miscellaneous 

Other Contributions: 
OPS/OMS (incl. 1/6 Regional Office Costs)  
UNICEF 

TOTAL 

Totals1 1 9  6 6 - 6 7 - 6 8 
GOES A. I. D. TOTAL 
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2. Financial Plan 

The procurement of goods and services to be financed 
under this loan, f rom the GOES contribution, and from PAHO/ 
UNICEF w i l l  be administered by the C W P ,  an  agency of the 
Ministry of Public Health and Social Assistance. As has been 
the procedure for administering A. I. D. Grant funds for malaria 
control in the past, the CNAP will request an advance of funds from 
US AID'and will returh suitable documentation to the US AID a s  
the advance i s  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 
f i rs t  disbursement of loan funds may be expected immediately 
following satisfaction of the Conditions Precedent. The summary 
table and Annex 11, Exhibit 8 indicate the anticipated annual dis- 
bursement rate of A. I. D. and GOES funds over the three years of 
the project. 

3. Justification of Loan Terms 

The project committee is  of the opinion that the terms 
recommended (40-year repayment, includin a 10- year grace pe- 
riod, at interest of 170 during grace and 2 l 7 270 thereafter) i s  
reasonable. This conclusion is based on the following: - 

(a) E l  Salvador's present foreign debt burden does not 
now place a heavy burden on current exchange earnings. However, 
( 1) it i s  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 sect0.r which would require 
compensating external financing. Loan terms other than the most 
concessional A. I. D. can offer could diminish the existing reserve 
position o r  require a sacrifice of other economic and social ben- 
efits i n  the country" development efforts. 

(b) Much of E l  Salvador's external financial asiistance has 
UNC LASSIFED 
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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) Pe r  capita annual GNP is approximately $293. 

4, Prospects 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 i s  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 lresponsible member of the Central American Com- 
mon Market i s  sufficient to conclude that there are  reasonable 
prospects of repayment considering the liberal terms. 

UNCLASSIFIED 
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SECTION I1 - IMPACT ON U. S. ECONOMY 

A. COMPETITION WITH U. S. ENTERPRISE. 

N,o competition with U. S. enterprise will a r i s e  f rom this 
project. 

B. SOURCE O F  PROCUREMENT O F  GOODS AND SERVICES 

The loan provisions will limit loan-financed procurement 
to the United States and the Central American Common Market. 
Substantially al l  of the loan will be used for  costs of personal 
services procured in E l  Salvador. 

9. 
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SECTION 111 - COVENANTS AND CONDITIONS 

In addition to the usual covenant's and conditions, the follow- . 

ing will be included in this loan: 

(a) Pr io r  to the execution of the Loan Agreement PAHO/W 
and AID/W formally shall have approved the E l  Salvador 
technical plan and the regional coordination plan. 

(b) P r io r  to the first disbursement o r  the issuance of the 
f i rs t  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 i ts  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. 

(c) P r i o r  to the f i rs t  disbursement o r  the issuance of the 
f i rs t  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. 

(d) Borrower shall covenant faithfully to c a r r y  out i ts  
national technical plan and the regional coordination 
plan, and to obtain the approval of A. I. D. and of PAHO 
before modifying i ts  national technical plan o r  agreeing 
to a modification of the regional coordination plan. 

(e) Borrower shall covenant that, except a s  A. I. D. may 
otherwise agree, no funds made available to the Borrow- 
e r  by A. I. D. under the loan shall be used to pay the 
salary o r  related expenses pertaining to any position 
existing in the Borrower prior  to January 1, 1966. 

(f) Borrower shall covenant to give full cooperation to such 
persons a s  A. I. D. shall nominate to monitor Borrower's 
performance under the Loan Agreement. 

. . 

UNCLASSIFIED 



UNCLASSIFIED 

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

(h) Borrower ehdl covenant to provide the reeourcee necee- 
sary  to achieve the eradication of malaria within its 
terr i tory 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. I. D., o r  such persons a s  A. I. D. 

. may nominate, during a t  least the f i r s t  five years 
after the last  disbursement. 
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SECTION IV - IMPLEMENTATION PLAN 

ACTION PRIOR TO EXECUTION O F  LOAN AGREEMENT 

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

2. Drafting of the Loan Agreement and basic Implementa- 
tion Letter by USD/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 f irst  ad- 
vance of funds may be effected by the end of July 1966. 

C. TECHNICAL ASSISTANCE. 

Arrangements for providing a U. S. Public Health Service 
Advisor(throughaGrant-financedPASIL)willbeconcludedim- , 
mediately following execution of the Loan Agreement, with the 
Advisor expected to be in the field about one month later. 

D. DISBURSEMENT O F  THE LOAN 

The loan will be disbursed by U. S. AID/ES in a ser ies  of 
advance s, within appro riate documentation of expenditure s re- 
turned to the U. S. AIDTEs Controller for review and acceptance. 
It i s  estimated that the loan wil l  be completely disbursed, a s  
needed, within three (3) years. An estimated ALD/GOES cumula- 
tive disbursement schedule follows as Annex II, Exhibit 6. 

Em CONTROL, MONITORTNG AND REPORTING 

Fiscal control of loan funds will be the responsibility of the 
U. S. D/ES Controller, who wi l l  supplement his review of doc- 
uments with occasional spot checks of the Ministry of Public 
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7 

Health and Social Assistance and CNAP procedures, a s  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 
regional auditing staff for assistance, if needed. 

Technical m;nitoring of the project will be the responsibility . 
of the Chief Public Health Advisor (at ROCAP) assisted by the U.'S. 
Public Heal* Service Advisor, who will be reporting on actual 
progress vs  the detailed program. 

Periodic progress reports will be submitted to U. S. AID/Es 
by the Ministry of Health, and w i l l  be forwarded to AID/w by the 
U. S. AID/Es Capital Development Officer. Evaluation of Borrow- 
e r  reports and compilation of supplementary reports on the project 
wi l l  be the responsibility of the U. S. AID/Es Capital Development 
Officer, assisted by the U. S. D/ES Controller and ROCAP's 
Chief Public Health Advisor. 

.- 
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RNNEX I, 1 of 12 

EL SALVADOR 

1,fAWIIA ERADICATIO~J 
, . 

-CHECK LIST OF STATUTORY CRInm (kLLEdJCE FOR PROGRESS) 

The' f o l l o ~ ~ g  abbreviations are used: 
I 

FAA,,- ~ o r e i ~ n  Assistance Act of 1961, a s  amended by the 
Foreign Assistance Act of 1965. 

C ' t -.. 
App - Foreign Assistance and Related Agalcies Appropriations 

Act, 1966. 

( A statement 'should be given f o r  each item given the 
surmrary information or  conclusion requested and includ- 
5ng a reference t o  the sections of the Capital Assistance 
Paper, or other clear ly ident if ied and available docu- 
ment, on which they are based,) 

1, FAA Section 102. Precautions tha t  have been o r  are bebg  taken 
t o  assure tha t  loan proceedsare not diverted t o  short-term 
eneriqency purposes (such as  budgetary, balance of payments, or 
iililitary purljoses) or any other purpose not essential  t o  the 
countryts long-range economic development. 

- 
Adequate control t r i l l  be exercised t o  assume that,  loan proceeds ' 

are not diverted t o  short-term energency purposes (such as , 
buQetary, Sawice of papen.ts, or n i l i h r y  purposes) or any 
other purpose not essent ial  to  the countryls long-range econoinic 
developlent, 
(Section 14-3 and I - ~ 2 )  

2 . F A . S e c t i o n 1 0 2 .  InformationonIsenswes taken touk i l i zeUni ted  , 
3 . Stztes  Government excess personal pro?crk;i. in l i eu  of the procure- 

ment of ne;J items. 

Xeasures w i l l  be taken t o  u t i l i z e  h i k e d  States Crcnre~lment excess 
property as  my be consis L~nt t.ith t i c  r e ~ u i r e m n b s  of tlie 
project and as nay be avail8ble within a reasonable period of 
t ine,  in l i e u  or" procurerxfnt of nev item. .. 
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1 

. \ 3. FAA Section 102. Informtion whether the country p e d t s ,  or  
- ' f a i l s  t o  take adequate measures t o  prevent, th damage or de- . 

I ' struct ion by mob action of United Sta tes  property. 
* 

Past actions of the country of E l  Salvador demonstrate i ts  .4 

intent t o  take adequate msasures t o  prevent the damage or de- 
s t h c t i o n  by mob action of United, States  property. 

4. FAA Section 201 d . Information and conclusion on l ega l i ty  
~ d k t r y  and u.S. ) and reasonableness of lending 
and relending terms of the loan. 

Loan funds are  t o  be borrowed a t  r a t e s  0% in te res t  which are not 
.unreasonable or  i l l e g a l  for  the Borrower ard are within the 
limits established by this section. 

1 
5. FAA Section 251(a). lfanner i n  vrhich loan will pronote country1 s 

economic d e v e l o p n t  and contribute t o  the welfare of i t s  people. 

T h i s  loan financed project w i l l  promote the c o u n ' ~ ~ s  economic 
development and contribute t o  the welfare of f t s  pe0piI.e through 
increased protection agzinst malaria, primarily in the highly 

' &  productive Pacific Coast agricultural area. 
(Section I-B and I-F) 

. 6. FAA Section 251 (b) (1). Extent t o  which country i s  adhering t o  - 
* the principles of the A c t  of Sogota and Charter of Fmth del Este 

and is  showing a responsiveness t o  the vital economic, pol i t ical ,  
and social  c o m e r s  of i ts people, and extent to which country has 
ademonstrated a clear  deLermihation t o  take effective self-help 
measures. 

, 
Account has been taken of the Borrotrerls adherence t o  the princi- 
ples  of the Act of Bogota and %he Charter of bits del Este, 

, and the Borrowerrs responsiveness t o  the v i t a l  economic, pol i t ical ,  
and social concerns 02 i-t;s people. Past corxtrihtions by the . . 
Borrower t o  increasing the CEUP burlgets of its E m t r y  of Health 

1. have been denonstretions of effective self-help neasures in this 
f ield,  and A.I.D. considers the proposed Host-Govement contri- 

. , bution t o  this project to  be cufficienb. 
1 .. 

4. 

7. FAA Section 25l(b)(21. Inforiretion and conclusidn on ac t iv i ty l s  - ----- - -  - - - , - - -- -- - 
1 

. . .. economic .-. and. technical soundness, --, _ . . 
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This ac t iv i ty  has been fourid econonically and technically sound. 
(Sections I-B, 143 and I*) . 

t 8. FAA Section 251(b)(31. Infornation and conclusion on ac t iv i ty l s  
relations hi^ t o  -and consistency with 0 t h  r development ac t iv i t ies ,  I 

2nd i t s  contribution t o  realizable long-range objectives. I 
. , 

This a c t i v i t y  has a basic significance f o r  all. Bcrrov~er: s develop- 
mrrt ac t iv i t ies ,  and w i l l  play an essent ial  par t  i n  the realization. 
of long-range objectives. 
(section I-I?) 

: 

. 9. PkA Section 251(b) (4L. Information and conclusion on possible 
e f fec ts  on U.S. econow, with,special  reference Co arees of 
subs tan t id  labor surplus. 

-- 
This activiky w i l l  have no s ignif icant  djLhect e f fec t  on the U,S. 
economy, and no competition with U.S. enterprise will r e su l t  
d i rec t ly  fram it. 

10. FAA Section 251(b). InfamaCion and conclusion on ava i lab i l i ty  
of financing from other fTee world sources, i n d u w  private 
sources within the United States, 0 

, _  Financing f o r  t h i s  ac t iv i ty  i s  not available. from other f r ee  
world sources, including private sources a t h i n  the United - 
States, on feasible terms. 

11, FAA Section 251(b). I n f o m t i o n  and conclusion on capacity of 
the counky t o  repay the loan, 

It appears reasonably cerCain tha t  the  Borrro?ier ~Jill be capable 
of repaying the loan. . 
(sections I -F a d  I-G) 

12. FAA Section 25l(b), Lfo:.:ition anc! conclu$ion on countryl s ef- 
f o r t s  t o  repatr ia te  ca25tal invesGled in o t k r  countries by i t s  J 

. own citizens, 

The Borrower has consistently f ollo~%~ed policies ' that encourage 
: t h e  repatr ia t ion of capi tal  invested in o t k r  countries.by i t s  

own citizens. 4. . . 

I '  

I 
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13. EAA Section 251(b). Information and conclusion on reasonaUe 
prospects of repayment, ' 

- It appears reasonably cer tain tht Borrower w i l l  be Wjl lFngL, ; -  t 

and able t o  repay the loan, 

3.4. FA Section .25l(e),  Information and conclusion on ava i lab i l i ty  
of an applicat$on together with suf f ic ien t  information and as- 
surances t o  indicate  reasonably tha t  ' funds w i l l  be used in an r 

economically and technically sound manner, . 

 orr rower has made a f o x a d  application f o r  loan-funded assistance 
i n  this activity,  and A.I,D, has received suff ic ient  inforniation 
and assurance t o  indicate reasonably tha t  funds w i l l  be used in 
an economically and technically sound manner. 
(~ec t iof i s  I-E-6, I-E and I-F) 

15, FAA Section 251(d,  Information and canclusion on use of lovl 
t o  assist in promoting the cooperative movement i n  Latin America, 

T h i s  project i s  not d i rec t ly  related t o  the promtion of the 
1 cooperative movenent in Latin Aperica, 

. 16, FAA Section 252(aL. Total mount of money under loan which i s  
going directly t o  private enterprise, i s  going t o  l n t e m d i a t e  
c redi t  ins t i tu t ions  o r  other borro~rers f o r  use by private enter- -- 
prise, i s  being used to finance inports f r m  private sources, or' i s  
otherwise being used t o  f iriance procurement 5 >  f ran private sources. 

. \  ~, 

- -8 A l l  loan fund-s a re  being made av-ble t o  the Host Government; 
a sna l l  portion of t h e  lorn \ill be used f o r  c o i o d i t y  procure- 
ment from private enterprises. 
(Section 1 4 )  I 

17. FAll Section &i(a),, Info-tion aild cozclusions bhetl~er loan v r i l l  
encourage ef for t s  of the country to: (a) increase the flow Of in- . 
ternational trade; (b) fos tc r  p-rivate in i t i a t ive  and conpetition; 

, . (c)  encourage development and use of cooperatives, c redi t  unions, 
and savings and loan associations; (d) cUscourage monopolistic 

c . practices; (e) improve tec imicd  efficieilcy of industry, agri- ; 
.. culture, and cocrnerce; and (f)  strengthen f r e e  labor unions, 

;.- 
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The benefits of the project will encourage e f fo r t s  of the Borrower 
through increased agricul'cural production, t o  increase the f low . 

of international trade, fos te r  i n i t i a t i v e  and competition, and , : - improve the (:technical. efficiency.of agriculture. 

18. FAA Section bOl(b1. Information and conclusion on how the loan 
 rill encourage U.S. private trade and investment abroad and haw 
it w i l l  encourage private U.S. participation in forejgn as- 
sistance pro&uns (including U;S. private trade channels and the : 

services of U.S. private enterprike). 

~ r i v a t 6  sector participation in t h i s  project will 'be Limited t o  
provision of c acrmoditie s . 

19. FAA Section 601(d). Conclusion 'and supporting inf amation on 
canpliance with t i e  Congressional policy that engineerhg and 
professional services of U.S, firms and t h e i r  a f f i l i a t e s  a re  t o  . 

be used in connection with capi tal  projects to the maximum ex- 
t en t  consistent with the national interest .  i 

I 
3 

Procurement oP engineering or  professional services financed 
under this loan w i l l  be W t e d  t o  tkie United States  or the I 

Central h r i c a n  Comon Ilarket. 
I 

.20. FAA Section 602, Information a d  conclusion whether loan r d l l  . . 
, permit American snall business t o  participate equitably in the - [ .' 
' furnishing of goods and services financed by it. 

American small business v r i U  be able .to participate in the - I - I 

f'urnishine; of loan-financed goods and services wherever practical., I 

t 21. F.U Section 604(a). App. Section 108. Compliance 15th res t r ic t ion  
of commodity procure~~ent t o  U.S. except as otherwise determined I 

5 

by the President and subject t o  s t a tu to r j  reporting requirements. 1 

Equipment, mterials, and services (except 'marine insurance) 
f 

* 9 

financed under the loan sha l l  have their origin Fn and be 4 
procured from the United States .os  Kornber Countries of the Cen- i 

tral Auerican Comlon PIarket, U.S. dol lars  u t i l ized  under tb I 

loan t o  fhance local. currgncy costs sha l l  be mde available t o  I 

Borrower ' ',or i t s  designee' through approprhte  procedures, and 
shall be used only f o r  procurement in the United-States. 

UNCLASSIFIED 
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22, FAA Section 604(b). Compliance with bulk carrrmodity procurenent 
res t r ic t ion  t o  prices no higher than the market' price prevailipg - 
i n  the U.S. a t  time of purchase. 

* 

Any commodities financed by th i s  loan and purchasedin bulk wi l l  * 

be plbchased a t  prices no higher than prevailing U,S. market 
prices. t 

23, FAA Section '6Ol+(d). Compliance ~ i d t h  requirement tha t  narine 
insurance be purchased on cammodities i f  the host country dis- 
cr+.tes, &d that such insurance be placed in the U,S, 

If the Host Couritry discr imii i tes  against any U,S, marine 
insurance company, any commodities purchased with loan funds 
shall be insured against mrine r i s k  wit11 a company authorized , . 
t o  do business in the U. S, 
(Section 11-B) 

24, FAA Section 61l(a) (lL. Information and conclusion on ava i lab i l i ty  
o$ engineer-, ~"inancial, and other plans necessary t o  carry out ' 

'the assistance a d  of a reasonably firm estimate of the cost of 
the assistance t o  the .United SAttes. 

Necessary teck-mica1 and financial plans have been completed, and 
a reasonalih f i r n  e s t i m t e  of 'Lhc cost t o  'the United States  of 
the a c t i v i t i  t o  be financed has been obtained, * - 
(section =I) , 

25. FAA Section 6 l l (a )  (21, Ilecessary leg is la t ive  action required 
within recipient c o m t r ~  and basis f o r  reasonable anticipation 

$ .  such action r 5 L l  be con?leted i n  time to  pernit  ~ r d e r l y  accomplish- 
nent of purposes of loan, 

Host Country r a t i f i ca t ion  of t h e  loan i s  expected promptly fol-  
lowing execution of the Lorn A g r e e ~ ~ n t .  a ,  I 

(Section SN) . 
26, F M  Section 611(b), App. Section 101, I f  water or water- 

related land resource ~ons't~i-uction project o r  program, information 
.& . and conclusion on benefit-cost conputation, 
.. 

NOT APPLICABGZ ,. 

b 

UlJCLilSSlF IED 

BEST AVAILABLE COPY 



# 
1 

UJCLASSLFIhD 
- 

ANNEX I, 7 of 12 

27. FAA Section 6U(c). Compliance w i t h  requirement tha t  contrscts 
f o r  construction be l e t  on competitive basis t o  maqimm extent 
practicable. 

Z The loan agreement w i l l  provide f o r  observation of this require- 
ment. 

28. F'JU Sections 612(b) and 636(h). Appropriate steps tha t  have been 
taken t o  assure Slat, t o  .Lhs maxinnrm extent possible, the country 
i s  'contributing l o c d  currel~cies t o  meet the cos t  of contractud. 
a d  other services and foreign currencies owned by the U.S. 
are ut i l ized  t o  meet the cost of contractual and other services. 

To the rm5riurn extent possible the Borrower i s  c o n t r i b u t i q  
, loca l  currencies t o  neet t he  cost of contractual and other 

services, and the United States  owns no loca l  currency tha t  
could be used for t h i s  project, - 
(Section 14-3) 

29. FAA Section 619. ~ & l i a n c e  with recpirement tha t  assistance 
t o  newly independent countries be furnished through mult i la teral  
orgvlizations or plans t o  maxim esLent appropriate. 

: 'NOT A T P L I C A G ~  

30. FAA Section 620(a), App. Section 107(a). Compliance with 
prohibitions against assistance 60 Cuba and any country (a] 

' - 
ihich furnishes a s s i s h i c e  "a Cuba or  f a i l ed  toataire appropriate 
steps by February 14, 1964 t o  prevent ships o r  a i r c r a f t  under - i t s  regis t ry  from curyLng e c p i p n t ;  nmtcrids,  or supplies 
from or  to Cuba; o r  (b) which sells, 'furnishes o r  perni ts  any 
ships under i ts  regis try from cwrs ing  items of primary s t rate-  
gic  si@ficance, or i t e m  of econoiliic assistance to Cuba. 

No assistance v r i U  be funisl ied under this loan to the present 
h e - e n t  of Cuba, nor does the Borrower Zurnish assistance t o  

4, the present Gpvement of Cuba. The Borrower has taken appro- 
pr iate  steps t o  prcireat ships or nircr,aft un6er i t s  reg is t ry  
from engaging i n  any Cuba trade. 

C - 
31. FAA Section 620(b). I f  assistance t o  the govement  of a count* 

*. existence of detemination it is not controlled by the internation- 
a l  C m s t  movement. 
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The Secretary of State has determined tha t  the Borrower is  not 
controlled by the international cornr4~1ist movemnt, 

32. FAA Section 620(c). If assistance t o  the government of a country v 

existence of indebtedness t o  a U. S. c i t izen f o r  goods or ser- 
vices furnished or ordered where such ci t izen has exhausted avail- 

. 'able lega l  remedies or  tinere the debts i s  not  denied or  cantested Y 

by such govqrnment or the indebtedness ar i ses  under an un- 
conditional guaranty given by such government. 

t 

The Bprm~mr i s  not known t o  be inciebted t o  any U. S, c i t izen f o r  
goods or services furnished or ordered where such a ci t izen,  has 
exhausted evnilable lega l  remedies or where the debt i s  not 

- denied or  contested by the .Borrower or the  indebtedness ar i ses  
under an unconditional guaranty of payment by the Borrower. 

33. FAA Section 620(~).  If assistance fo r  any productive enter- 
prise which w i l l .  compete in the U.S., with U.S, enterprise, 
existence of agreement by i;he recipient country t o  prevent 
expart t o  the U.S. of niore than 2% of the enterprisers an- 
nual production during the l i f e  of tk loan. 

4 NOT APPUCBm 

. FAA Section 620(e)(ll. If assistance t o  the government of a 
country, extent t o  w'nich it (including government agencies or - 
sub-divisions) has, a f t e r  January 1, 1962, W e n  sVl;eps t o  
repudiate or nul l i fy  contracts or taken any aation which has 
the ef fec t  of nationalizing, expropriating, or othemdse s e i z i r g . .  
ownership o r  control of property of U.5. cilxizens or en t i t i e s  
beneficially arned by then ?&thout taking appropriate steps t o  
discharge i t s  obligations. 

. , 

The Borrower (including government agencies or  subdivisions) 
has ,not taken steps since & ~ U ~ D J  1, 1962 t o  repudiate o r  . 
nullify contracts or taken any action ~ v h i c h  has the,  effect  .. + 

of nationalizing, expropriatiix, or  otherwise seizing owner- 
ship or control of property of U,S, ci t izens *or e n t i t i e s  
beneficiallyr owned by 'th.sm without taking appropriate steps 

, . t o  discharge i t s  obligations a s  specified i n  this Section, 

. . - .  35.. FAA Section 620(f ): App. Section 109; ~ o q U y % c e  u i th  prohi- 
.bitions against assistance to any C o n r i s t  country, 

UNCLASSIFIED 
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*I 
I 

Assistance provided under t h i s  l o a  xFU' not be furnished ,to 
any C d s t  C O U ~ C Z ~ .  i I 

I:  

36,- FAA Section 6 2 0 u .  Compliance tvith prohibition against use df 
I 

assistance to compensate owners f o r  expropriated or nationalized 
. property. I 

- 
Assistance provided by t h i s  loan 5 r i l l  not be used t o  campensate , 

- 1 '  

. ' foil; expropriated or nationalized property. . L 

9. FAA Section -620(h). Compliance with regulations and procedures 
adopted t o  insure against use of assistance in a m e r  which, 
contrary to the best in teres t  of the U.S., promotes or a s s i s t s  
the foreign aid projects o r  ac t iv i t i e s  of the ComrmnLst-bloc 
countries. 

Assistance provicled by this loan rrilL not be used i n  a manner 
which pronotes or a s s i s t s  foreign z id  projects o r . a c t i ~ t i e s  of 
the Comamist bloc countries. 
(seation I-E-3 and I-~2) 

38. FAA Section 620(iL. =stence of determination tha t  the country 
i s  engaging i n  or preparing f o r  aggressive milikrry efforts.  . 8 

The President has not detemined that the Borrower i s  engaging 
' i n  or preparing f o r  W e s s i v e  military efforts.  - 

39. FAA Section 620(kh If oonstruc$ion df enterprise 
where aggregate value of assistance t o  be ~ U n i s h e d  by 0.S. 

. trill exceed $100 million, idantificakion of statutory authority. 
' 3  

NOT APPLICrlBIE I 

40. FAA section 620(1). Conpliance with prohibition against as- 
, s i s t a c e  &Ler December 31, 1966, f o r  the goverment of a . a country ~ h i c h  f a i l s  t o  i?stii;.~'L* inveskient guaranty program. ., 

li bilateral ,  ~grecxent  between the' Uniled ' s t a t e s  a d  the 
- .  - Government of E l  Salvador, relat ing t o  the buarznty of private 

inpestnlents, tias signed a t  San Salvadar Jafiuary 29, 1960 and 
' 

- entered b t o  force April 8, 1960. . . 
. . 
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&L, FAA Section 620(1v): App. 107(b). Compliance ~ d t h  prohibition - 
+ .  against assistance t o  counkries'whioh t r a f f i c  or permit \ .  

trafficking with North Vietnam, 

The Borrohir bas taken appropriatb steps to prevent ships or 
. . a i r c r e t  of i ts  registry from transporting any equipnt,"mate- 

his or comaodities to  or f ram North Vietnan. . 
42, FAA Section &0(o~.  If country has seized, o r  bnposed any penalty. 

l or sanction against, any U.S. fishing vessel on account of i t s  
fishing a c u u i t i e s  i n  international waters, infarmation on the  
consideration vrhich has been given t o  e x c l u ~  the country from 
assistance, 

The Borro~ier has not seized, or imposed any p e r ~ l t y  or  sanction 
against any U.S. fishing vessel. on account of i t s  fishing 
ac t iv i t i e s  in international waters, 

' W. FAA Section 621. Informtion end c ~ c ~ u s i o n  on how the ioan in 
. providing b c h d c a l  assistance w i l l  u t i l i z e  to the fullest ex- 

t en t  practicable goods and professional and o t b r  services from 
private enterprise cn a contract basis; If the f a c i l i t i e s  of 
other Federal agencies v W  be util ized, infomation a d  con- 

, . .  clusion on whether they are  particul.zrly suitable, are not 
competitive with private enterprise, and\can be mde available 
without undue interference with domestic programs. - 

I 

- Such teck~rcical assisi&rlce as is provided fron loan f miis wiU 
p t i l i z e  t o  .the f u l l c s t  extent practicable gads  and profes- 
sionsl and other services from private enterprise on a contract 

I 

b basis. It i s  possible tha t  sevcral special is ts  f ram the U,S. 
Public Health Source u r i U .  be used as ,teclul-ical consultants. 
They are particulakly sd.table, are not competitive- with 

'private enterprise, and can be made av&lable without undue " 

interference ~ i t h  do~ie ski c r~;.ogra!s. 
d . 

a. App, (~ec t i an  UnnunberedL, Use of f wcls. t o  carrx out F U  
Section 205, . ~ ~ i h h  pcrlains to  IDA. 

- 
lmI! APPLICrnU . . 

45. App. Section 102. CorapliYlce isith r e ~ u i r e m n t  hhat i n  
excess of $25,0& f o r  architectural and e n m e e r a  services , 

bn any one project be reported t o  Congress. 
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Obligations of funds i n  excess of $25,000 f o r  a r c h i t e c k r a l  and 
engineering servicds on t h i s  project w i l l  be repmted t o  Congress. 

. 46,App. Section 104. Compliance trith bar against fluzds t o  pay pensions, 
e t c  . , f o r  mil i tary personnel. 

- ~ h d s  obligated by the loan and loca l  currency generated thereby 
k r i l l  not be used t o  pay pensions, annuities, etc.  a s  prohibited 
2n t h i s  Section. 

I 47. App. Section 106. If country attempts t o  create dis t inct ions be- 
cause of their race or religion among Americans i n  grulting per; 
sonal or c ~ ~ m e ~ c i ~ i l  access or other r ights  o thewise available 
t o  U.S. ci t izens generally, application which ' w i l l  be made in  

% .  -negotiations of contrary principles as  expressed by Congress. 

It appears reasonably cer.tGn tnat  the Borro-~rer will not a"- 
tei~pli t o  create distinctions because of t h e i r  race o r  religion 

, among A ~ ~ r i c a n s  in granting personal or corn-ercial access or 
other r ights  othamrise available t o  U, S. citi.zens generd2.j~. 

48, App.. Section 1LI. Coruplimce rrith e ~ r s t i w  recpirernents f o r  
,, securi tz  c l e a r a c e  of personnel. 

The Borrower  ill conply 15th existing recpi?rircments f o r  se- 
- curi ty clearance of personilel, - 

L 

49. &. Section U2. Compli,u;cc :.ri-tn requirement for ap2rova.l of 
contractors and contract t e r z  f o r  cap i t a l  projects, 

A.I.D. w i l l  appove an:- SSims providing services for the project 
and financed mcier t h ~  lorn cmc!. t h e  tejrras of any contracts under 
which such services are provided. 

50. App. Section 114. Cornpl.i~nce ::i-kh bar agai~jllst use of funds t o  . pay assessmfits, etc., of U. 17. ;riember. 

. Lwn funds ~ ~ d l l  nu"cc used -to 1 lake any payment. to  the U. N, 

51. App. Section 115. Con~l imce with regulations on employment of 
U.S.' and local  personnel f o r  funds obligated a f t e r  April  30, 

- 3.964, (~egula t ion  7). 5.  

R e a t i o n  7 w i l l  be complied ~5th. 
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F i e l d  A u x i l i a r y  3  8 8 5  5  6  1 3  1 3  1 2  : C h i e f s  o f  Groups  1 0  3 5  3  5  30  1 0  6  1 4  4  5  4  1 3  4  
Chiefs of  D i s t x i c t s  C - - - 2 5  65 5  1 4  0  2  5  6 5  5  1 4  0  
C h i e f s  of B r i g a d e s  2  5  1 5  1 L G  . - - - 2  5 1  5  1 26  

I - I 
S p r a y e r s  1 0  210 210 1 0 5 ;  - C - - [ 1 0  210 210 1 0 5  
E v a l u a t o r s  60 1 5  0 1 5 0  1 5 0  - - - - 60 1 5 0  1 5 0  1 5 0  
U e d i c a t o r s  - - - 3  0  8 1 8 9  1 1 2  I i 1 7  308  1 6 5  1 1 2  
U e d i c a t o r s  H e l p e r s  - - - - - 2: 6 0  3  7  22 I 29  6  0  3  7  2  2 
I ~ v e s t i g a t o r s  - - - I 1 9  2 8  6  5  8 9  ! 1 9  2 8  65 8 9  
I n v e s t i g a t o r s  E e l p e r s  - - - - i  3  6 1 3  1 8  I 3 6  1 3  1 6  
H e a l t h  Educa t o r s  1 1 1 11 4  5 5  6  6  6  : C h i e f  T r a n s p o r t a t i o n  1 1 1 1 '  - - - - 1 1 1 
C h a u f f e u r s  Auto 22 4  5  4  5  3  0  30 30 1 37 75  75  54 
C h a u f f e u r s  B o a t s  1 1 1 1 2  2  2  3  3  3  34 i Mechan i c s  5  9  9  8 3  5  5  8 1 4  1 4  1 3  
Aes t .  Mechan i c s  7  11 11 9  
Off i c e  Workers  3  5  5  5  

- - - 7  11 11 - - - 1 1  3 5  5  
I38 1 

5  
D ra f  taman 2  2  2  2  - - - - 1 2  2  2  2  z x  

4  4  4  5  5 5  1 7  9  
d . H  C 

P o r t e r s  - X e s s e n g e r s  9 9  ry ! 
L a b o r e r s  2  4  4  - - 2 4  4  4  ' 1 5  1 e 1; 1 1 9  3 3  

-5 7 

G t h e r s  1 3  18 1 5  3 3  3 3  5 2 ----- ---- ---------------- -- - - --- 
I -% 

TOTALS 203 624 624 474 240 4 4 8  372 1 443 1 1 8 8  1C72 846  ------- - 564 - ---- - - - p-- - ---- P d  - 
C DdP/mrm g - 

z 
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EL. SALVADOR MALARlA CAMPAIGN BUDGET 

[EXCLUDING COLLECTIVE TREATMENT) 
.- (U. S. $) 

Salaries and others 
Personnel Services 

~ i r e c t i o d  and Administration 

Spraying Operations' 188,647 188,647 128, 341 

Epidemiological Operations 268,645 278,645 278,645 

Transportation 76, 166 76,166 60,428 

Operatinp Costs 

Contingencies 4,832 14, 032 
' . 

14,356 

Total: 

Three-Year Total $1,840, 21 1 
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CNAP EL. SALVADOR 

COLLECTIVE TREATMENT BUDGET 
(U. S. $) 

I 

Salaries and others 
Personnel. services 

Chief Docto 6 
Field Auxiliary 
Administrative Assistants 

, Statistical Assistants 
Chief of group 
Chief of District  
Medicators 
Medicato rs helpers  
Investigators 
Investigators helpers 
Health Educators 
Microscopist 
Chauffeur Autos 
Chauffeur Boats 
Mechanics 
Others 
Epidemiological Auxiliary 

Operating Costs 

Total: $624,754 $525,212 $445, 278 

Three-Year Total: $1, 595, 244 

UNCLASSIFIED 
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KEY PmSOT~~EL-13L SALVADOR I-itZLARIA EEdDICBTION CAIPAIGN 

1. D r ,  Ec11jsdn Inter iano 
Kinis t ro  de Salud H b l i c a  y Asis tencia  Social  
I 'Enister of Public Health and Social Assistance 

2. Dr .  J. Antonio ZaldarNa 
Sub-Secretario de S d u d  Pii'olic a y k s i s  tencia Social  - 
Sub-Secretary of 

3. D r .  TOE& Pineda I.;nrtG~ez 
Director Geperal de Salud 
Director Generd of Health 

4. D r .  Carlos Diaz d e l  P h a l  
Director C1i.S 

5. D r .  Oscar N. Re'oollo 
Jefe  Scrvicio Operaciones Zpide~uol6gicas y 
Sub-Director CNAP 

# 

6, 5 1:edical Zoile Chiefs 
D r .  i~lfreclo Castro Quezada 
D r .  Joree 3djundo Osorio 
D r .  Inf. Ti to ,Cas t i l lo  
2 posit ions vacvlt 

7, Ing. Carlos A. Sasso 
Chief of Spxq-5-n 3 O2ere-Lion s 

. . 8. Sr. ,Ucardo Iiociriguez C . CMef of A&;iyjnistrai;$Lve 3cl-1;icc.s 

9. Sr. Carlos O r l m c k  Clcra 
Chief of Departmental .,C:~lir,4-s"ur;~'~ion 

10. Sr. I$hrio BLverz 
Cl;ief of Accouiitillg i;e:~~y.~.i.~,~n.t 

ll. Prufesor i;au:*icio VQsIcluez Pd:ez 
Chiei of Eealth LAica-Lion 

12,. 5r. Carlos Alfredo Parada . . 

Chief, E ' n t o ~ ~ o l o ~ i c a l  Sec"uion 
. . . . . . . . . . . . . . . . . . . .  . .  . . .  ... ... . .  _ ~ . _  ... . - . - - ... . . . . . . . . . . . .  ~- ~- 

UNCLASSIFIED 
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. . 13, Sr. Jorge Buahona 
Chief, Training and Evaluation Laboratory 

. , Yra. Nercedes de Zpez  
Chief, Ceiitral Examination Laboratory 

1 

15. Sr. Ricardo Zspinoza 
Chief, Voluntary Collaborator Ne t rork 

, -16. Sr. W i o  Cast i l lo  
. as Chief, Transport Services 
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COST ANALYSIS-PAHO CONTRIBUTION 

(U. S.. $) 

1966 1967 19 68 Total 

E l  Salvador Office 
(4 people) and Amro 

, 0209 (Estimates) 120,000 120,000 120,000 360, 000 

Regional Office and 
M. E. Washington unknown -----  ----  - - - - -  

UNCLASSIFIED 
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u b  total b& 
n terms 
m. s. $ b 

FINANCING OF THE NA' 

GOVERNMENT 

ALLOTED SPENT 
b 

e 598.439.00 $ 598.439.00 
" 1.067.539.00 " 1.067.539.00 

I "  1.225.420.00 " 1.225r420.00 

I' 1. 287.639.00 " 1.287.639.00 

' I' 1.356.350.00 1.356.000.00 

" 1.223-592.29 1.220.500.00 

" 1.409.550.00 " 1,409.500.00 

I' 1.164,380.00 " 1.164.120.00 

915.145.00 914.945.55 

" 915.145.00 915.145.00 

928.640.00 " 927.032.41 

T A B 1  
'IONAL ANTI-M 

UNICEF 
(Estimates) 

ILARLA CAMPAIGN FROM 1955 TO 191 

OSP I A ID 
(Estimates) 
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CAEC Heeting of March l.4, 1966 

- 
1. EL'SALVAD(B - Malaria EradtLcation- - - $1,635,000 (LA-~ffiC/~-66/66) - 

CAEC approved the above-subject proposal f o r  intensive review. 
. , The f oUo>* should be considered during the intensive. review and 

in the p r q w a t i o n  of the f i n a l  ca>i ta lass is tance  paper and other 
loan documents';: , 

a. Include a detailed technical just i f icat ion for a 3-year 
program, discussing the expected s t a tus  of the m l a r i a  
problemr(5thi.n 3 years and i t s  projection thereafter, 

b. Define the uses of AID funds. Tbey should be used only 
in areas tha t  represent an expansion and intensification 
over prior ac t iv i t ies ,  The loan should contain the fol-  
laving covenant: tlBorrov~er s h d l  covenant that, except 
as A I D  majr othendse agree, no funds made available , t o  
the Borrower by A I D  under the loan s h j l l  be used t o  pay 
the salary or related expenses pertaining t o  any position 
existing i n  the Borrower on the effective data of the 
Loan A~reement . # - 

I c, The sam conditions and covenmts t h a t  are contsined in 
the d a r i a  l o m s  for  Eo~zduras, Nicaragua and Guatemala 
should, be ap2licable t o  E l  Salvadck, 

C 

ISSUES FAXJSED Dl EC.3 

IRR Dated February 21, 1766 

A. Just i f icat ion of Loczl Cost Finailcins 
* 

, . A l l  or s u b s t m t i d l y  a l l  of the ban proceeds trill be used 
f o r  loca l  currency financing. The public sec tor fs  expected f i s c a l  
revenues have been allocated ior the next tvro years in social  
benefits, administrative services, aid inf ras  tructure"investment s 
in sccordar.ce v-5th "ine p r io r i t i e s  of i ts  Five Year Econonic a d  
Social Mveloprznt P l a .  A reallocakion of i t s  resources t o  

@ .UNCLnSSIFmD 

I 
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increase the Maleria Eradication budget even jf t h i s  were possible, 
would create a deficiency in  another sector of the development plan, 
and compensating external f i n a c i n g  ~iould be needed. I 

E l  Salvadm 1 a present external public debt servicing 3 l  
requirements do not a t  present place a heavy burden on current h 1 
&h&e earnings, and &I mple-rnargi.. ex is t s  t o  permit the foregoing 
borrowing recpired f o r  ' the nalaria eradication program without sigriif - 
: i can t ly  affecting prudent lMts of debt servicing abi l i ty .  

Thus, the problem is  one of supplementing the f i s c a l  rkvenues of 
the next three years t o  preserve the progress made in past years and 
t o  accelerate E l  Salvador1 s Kialaria Eradication pmg ram in coordina- 
t ion with the regional program, 

The proposal should be revietred solely upon the basis of 
i t s  merits, inasmuch as  the problem i s  not one of the type of cur- 
rency but of the avai labi l i ty  of t o t a l  revenues, 

B. Borrmrerts Abili ty t o  b e c u t e  the Project: 

The National. Itnti-lCdaria Cazqaign of the I t h i s t r y  of Health 
has danonstracted suff icient  capacity t o  implement a 1;Jalaria eradi- 
cation program in E l  Salvador and there are reasonable prospects of 
its being able t o  expand i t s  ac t iv i t i e s  t o  the mLA.cipated level  of 
the accelerated program needed t o  f u l f i l l  i t s  part  of the regional 

$ - 
ProPam. I 

3 ,  " 

C. Borrowerts Contribution t o  the F1.ogra-t: 

(1) A t  the t ine  of drafting the FY 66-67 Country Assistance 
bogram, it was e s . t h t e d  t ha t  C4ZS r.roulG need A.I .D.  lorn  support 
@ FT 66 t o  comply with i t s  share of the regional malaria program. , 

. ( 2 )  Subsequently, in the f a l l  of 1965, the then l i inis ter  
of Health infolmed A.I.D. ';hat r-rould provide a l l  necessary C 

funds t o  car ry  out i t s  pa r t  of the progran, Therefore, a lom t o  - E l  Salvador f o r  this purpose zas not ppoposed a t  the time loan 
. . applications vpre being processed Tor Nicaragua, Honduras and o 

Guatendta. 

(3) The I 'h is te r  of fiealth, a t  various tirnds during_ Octob.qr, 
I?Aa:ember and December, 1965, asshed  US A I D  t h a t  thhd necess&y 

\ .  
UIJCIA SSDtrnD > 
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3 ,  

funds were requested as  a part of the GOES1 biennial 1966-67 budget 
.i + . and that these was every expctancy th i s  would be approved as re- . 

quested, 
* .4 

*- 
. . (4) A t  the sane time, the Ministry of Health continued t o  

meet all requirements of the regional, program i n  1965, GEES submit- 
* tied i t s  technical plan t o  PWO and A . I . D .  a s  ?equired to assure 

them and participating countries of i t s  intention and a b i l i t y  t o  f u l l y  
. .  participate,  - 

. . (5) I n  l a t e  Decefiber 1965, just  prior to the National As- 
. semblyts approval of the liinistry of Healthfs budget, an unforeseen 

c r i s i s  forced an increase in  wages of a l l  nurses in the country 
employed by the Government, This caused a reallocation of funds 

1 . , - 1 
within the 2,lIinistry of Healthls budget and cut  baok the originally 

: I proposed funds fo r  Failure t o  obtain the requested 
I . , budget fo r  Elabria Eradication was one of the reasom fo r  the 

resignation 02 the then Xlinister of Health, 

( 6 )  Even a f t e r  the cut i n  the proposed budget, the amount 

i ' 
allocated to malaria eradication f o r  1966 i s  63% more than was 

t made available i n '  1965, Harever, this was not enough t o  comply 
w i t h  the acmileratian required bg the regional program, 

(7) Thus, the GOES f e l t  obliged t o  apply f o r  a loan f o r  
$ .  - ,  

this difference i n  order t o  uphold i t s  regional commitment t o  the - 
, wagram. 

v 

4 ,  
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DISCUSSION OF COKENlW! SECTION 11I(e) 
' 

1. Minutes of the  CAEC Meeting of March 14, 1966, included an instruction 
- tha t  the  loan should contain the  following covenant: 

% 

"Borrower shall covenant that ,  except as A.1-D. m a y  otherwise agree, 
no funds w e  available t o  the  Borrower byA01.D. under the  loan sha l l  
be used t o  pay the  salary or related expenses pertaining t o  any posi- n w 

t ion  existing in the  B0~0Wer on the  effective date of the Loan Agree- 
, mentrn 

2. This covenant waa intended t o  assure tha t  the  loan f'unds are not used t o  
pick up any r e ~ * a ; r  budget expenses of the Ministry of Heti;;tL or the 
WE6 

3. - However, in order t o  comply with i ts  commitment t o  PAHO and A.1.D. in i t s  
Triennial Plan for  malaria eradication and t o  avoid the consequences of 

. program withdrawal, the GOES has, i n  good fai th,  in i t ia ted  its accelerated 
.malaria eradication campaign a~ of January 1966. 

4* The GOES had 443 employees in i ts  malaria program a t  the  end of 1965* 
Since then, in the  first three months of 1966, it has hired 270 ad- 
a i t ional  employees for  the  spray-lng program and drug therepy program and 
will have employed still another 475 employees by June 30, 1966, thus 
bringing t h e i r  &&ria .eradication s taf f ing  up t o  the fu l l  complement 
t o  which they are c o d ~ t e d  under the  approved regional plan. 

5. J h  the  f i r s t  three mnths of 1966 the WE8 has disbursed $184,000 from 
. 

- its own funds fo r  the program. It expects t h a t  its entire 1966 budget , 

of $600,000 f o r  t h i s  purpose w i l l  be expended by A w t  1966 at the  
new accelerated level. 

. 6. Application of the referred covenant would thus have the ef fec t  of pro- 
hibi t ing A.I.D. funding of the new employees who were hired for  the  

' purpose of the program and would negate the intent of the loan. 

7. Therefore, the Loan Conunittee asldROCAP Legal Counsel have recommended 
. by the wording of Section I I I (e )  tha t  a change i n  t h i s  covenant be adopted 

mUng it read, " c . any position in  the  Borrower prior  t o  January I, 
1966" in order t o  express the  intent of the loan. 

5 

8. ' Th&, 'while A.X.D. would not be paying for  any costs incurred p r i o r  t o  
. , , _ .  ' the effective date of the  Loan Agreement, it would be enabled t o  finance * 

t h e  costs, incurred af'ter the effective date of the  Loan Agreement, of 
. poeltions existing in the Borrower created subsequent t o  January 1, 1 s 6 ,  

. ~ fo r  t h i s  specific Waria eradication program* +. 

. . 
> - mCI'Assm 
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LOAN AUTHORIZATION 
Provided from: Alliance for Progress 
EL  SALVADOR: Malaria Eradication 

I 

Pursuant to the authority vested in the Deputy U. S. 
Coordinator, Alliance for Progress by the Foreign Assistance 
Act of 1961, a s  amended, and the delegations of authority issued 
thereunder, I hereby authorize the establishment of a loan pur- 
suant to Par t  I, Chapter 2, Title VI, Alliance for Progress, of 

, said Act, to the Government of E l  Salvador ("Borrower") of not 
to exceed one million six hundred and thirty five thol~oazld United 

, States 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 i t s  terr i -  
tory, this loan to be subject to the following terms and conditions: 

1. Interest and Terms of Repayment. Borrower shall repay 
the loan to the Arrencv for International Development ("A. I. D. "1 

, in United States 2oll;rs within forty (40) years-from the f irst  
disbursement under the loan, including a grace period not to 
exceed ten (10) years. The Borrower shall pay interest to 
A. I. D. i n  United States dollars on the disbursed balance of 
the loan of one (1) percent per annurn during the grace period - - 

. a d  two and one half (24) percent per annum thereafter. 

2. . Other Terms .and Conditions , . 

(a) Pr ior  to the execution of the Loan Agreement PAHO/W 
. and AD/W formally shall have approved the El Salvador 

Technical Plan and the Regional Coordination Plan. 

Pr ior  to the f irst  disbursement or  the issuance of the 
f irst  commitment do curnent under the Loan Agreement 
the Borrower shall furnish A. I. D. , in form and content 
satisfactory to A. I. D. , a schedule of its cai~tributions 

-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. 

(c) Pr io r  to the f i rs t  disbursement o r  the issuance of the 
f irst  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 P ~ o j e c t  wi l l  be avail- 
able on a timely basis. 

(d) ' Borrower shall covenant to provide the resources 
necessary to achieve the eradication of malaria 
within its terr i tory and to use its best .efLrts  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., o r  such persons as A.I.D. may 
nominate, during a t  least the f i r s t  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 o r  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. 

(f) United States dollars utilized under the loan to f i -  
nance local currency costs shall be made available 
to Borrower o r  its designee through appropriate pro- 
cedures and shall be used only for  procurement in 
the United States. 

(g) The loan shall be subject to such other t e rms  and 
conditions a s  A. I.D. may deem advisable. 

Deputy U. S. coordinator 

Date UNCLASSIFIED 




