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1. Pursuant to Section 531 of the Foreign Assistance Act of 1961, 
as amended, I hereby authorize the Industrial Stabilization and 
Recovery Project for El Salvador, encompassing a grant to the 
Salvadoran Foundation for Economic and Social Development (FUSADES) 
and a grant to the Government of El Salvador (GOES), and involving 
planned obligations not to exceed Nine Million Four Hundred Sixty 
Thousand United States Dollars ($9,460,000) in grant funds over a 
three year period from date of authorization, subject to the 
evailability of funds in accordance with the A.I.D. OYB/allotment 
process, to help in financing foreign exchange and local currency 
costs for the project. The planned life of the project is 36 months 
from the date of initial obligation. 

2. The project consists of technical and financial support to 
develop the capacity of El Salvador's private and pUblic sectors to 
provide policy support and technical assistance, technology 
transfer, and training services to exporters of non-traditional 
products to extra-regional markets. 

3. The Project Agreements, which may be negotiated and executed by 
the officer to whom such authority is delegated in accordance with 
A.I.D. regulations and Delegations of Authority, shall be sUbject to 
the following terms and conditions, together with such terms and 
conditions as A.I.D. may deem appropriate. 
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a. Source and Origin of Commodities, Nationality of Services 

Commodities financed by A.I.D. under the project shall have their 
source and origin in the United States or in member countries of the 
Central American Common Market, except as A.I.D. may otherwise agree 
in writing. Except for ocean shipping, the suppliers of commodities 
or services shall have the United States or the member countries of 
the Central American Common Market as their place of nationality, 
except as A.I.D. may otherwise agree in writing. Ocean shipping 
financed by A.I.D. under the Project shall, except as A.I.D. may 
otherwise agree in writing, be financed only on flag vessels of the 
United States. 

b. Conditions Precedent to Disbursement 

Except as A.I.D. may otherwise agree in writing: 

(i) Prior to any disbursement, or the issuance 
of any commitment documents under the Agreement with FUSADES, 
FUSADES shall furnish in form and substance satisfactory to A.I.D.: 
(a) A statement by FUSADES which indicates that it has initiated or 
will initiate a reorganization of FUSADES to enable it to undertake 
an expanded program of activities; and (b) A statement by FUSADES 
which indicates that it has appointed or will appoint an Executive 
oirec tor who can ass ume e xecut Lv ere's p0 nsib i lit i e s for FUSA0E5' new, 
expanded activities. 

(ii) Prior to any disbursement, or the issuance 
of any commitment documents under the Project Agreement with the 
GOES to finance any discrete activity, the GOES shall furnish in 
form and substance satisfactory to A.I.D., a complete description of 
such activity which shall include, but not be limited to its budget 
and implementation schedule. 

(iii) Prior to any disbursement, or the issuance 
of any commitment documents under the Project Agreement with the 
GOES to finance any implementing entity for an approved 
activity(ies) under the project, the GOES shall furnish in form and 
substance satisfactory to A.I.D., a statement of the name of the 
person holding office in said entity and legally empowered to act 
for said entity with reference to the Agreement. 
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c. Covenants 

The Cooperating Cou~try and FUSADES shall each covenant that A.I.D. 
will be able to brief and debrief consultants, participants and 
invitational travelers financed under the Agreements and will be 
furnished copies of reports produced by su6h persons. 

<)'1\CvI- LU '~,--"v-, 
Victor M. Rivera 

Assistant Administrator 
Bureau for Latin America 

and the Caribbean 

Clearances: ~C 
LAC/CEN: HWilkinson T:;J.:;2j. Date 7,/;6 /~ 
LAC/DR:DBJohnson ~Date __ 

GC/LAC:RM~r1han:aep:(01200):09/06/84:ext.29182 
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I. PROJECT SUMMARY ANn RECOMMENDATIONS 

A. Recommendations 

USAIO/E1 Salvador recommends the authorization of a $9.45 million grant 
for the support of Export and Investment Promotion efforts to be made by 
the private and public sectors of E1 Salvador. 

b. Summary 

E1 Salvador's GOP expanded by an average 5.4 percent per year between 1960 
and 1978. This growth was based primarily on investment and exports of 
traditional agricultural products to extra-regional markets and of 
manufactured goods to the Central American Common Market (CACM). After 
1978, however, the worldwide recession reduced international prices for 
agricultural commodities and decreased demand within the CACM while the 
civil conflict resulted in the destruction of crops, and ~nfrastructure •• 
From 1978 to 1983, E1 Salvador's per capita GOP and exports both decreased 
by approximatly 35 percent, unemployment and underemployment rose to 
nearly 40 percent and the country experienced significant political and 
social unrest. 

The new government elected in May, 1984 faces the challenge of 
reactivating the economy in the midst of a protracted civil conflict and 
an international economic situation which does not favor the bases upon 
which earlier Salvadoran prosperity had been built. 

A broad consensus exists in the GOES and the Salvadoran private sector 
that the expansion of non-traditional exports to extra-regional markets is 
the best means of reactivating the Salvadoran economy and of establishing 
the basis for sustained future growth. The reorientation of the vigorous 
Salvadoran private sector to those markets, particularly to the U.S. 
market under the advantageous terms of the CBI, is one of the major 
objectives of the new Salvadoran government. This project provides 
support for the export and investment promotion efforts of the GOES and 
the Salvadoran private sector for industrial stabilization and recovery. 

The project goal is to generate employment, income and foreign exchange 
for El Salvador. 

The project purpose is to develop the capacity of the private and public 
sectors to provide policy support and technical assistance, technology 
transfer, and training services to Salvadoran exporters of non-traditional 
products. 
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Through policy development and technical and financial assistance, the 
project will support the GOES' effort to develop a strategy for export and 
investment promotion and activities related to implementation of that 
strategy. Included in these activities will be the revision of related 
laws and policie~, the establishment of improved support mechanisms and 
th~ reactivation of the San Bartolo Free Trade Zone. 

The project will also finance the creation of a trade and investment 
promotion service (TIPS) within the organization of the Salvadoran 
Foundation for Economic and Social Development (FUSADES), a non-profit 
private sector organization. This service will provide technical 
assistance at the enterprise level to specific export projects whose 
objective is generation of non-traditional exports to extra-regional 
markets. FUSADES will also provide export related information and 
technical assistance to buoinessmen thlough business associations and will. 
perform studies related to economic reactivation through non-traditional 
export and investment promotion. 

The Mission will sign a Project Agreement with the GOES and a Cooperative 
Agreem~nt with FUSADES. The Ministry of Foreign Trade will be the primary 
implementing entity for the project's public sector component. However, 
in policy development, the Ministry of Planning will be the principal 
coordinating entity. FUSADES will have overall coordination and 
management responsibility for the private sector component. 

The total cost of the Project is $15.3 million. A.I.D. will provide $6.9 
million in project grant funds for the private sector component and $2.6 
million for the public sector component. An additional $5.2 million in 
local currency from the USAID's Economic Support Fund (ESF) balance of 
payments program will be made available as counterpart to cover local 
currency costs of the public sector component, including costs related to 
rehabilitation and expansion of the free trade zone and implementation of 
organizational improvements in the Ministry of Foreign Trade. 
Participating institutions will provide an additional estimated $0.7 
million in local currency in the form of cash and in-kind contributions. 
The life of the project is three years. 

II. BACKGROUND AND RATIONALE 

A. EI Salvador's Macro-Economic Situation 

The Salvadoran economy has been badly shaken by a variety of internal and 
external political and economic factors during the past five years. Armed 
conflict, acts of terrorism, the world-wide economic recession, contraction of 
demand for exports within the Central American Common Market (CACM), the 
increased price of imports and the overvalued exchange rate are among the 
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principal reasons for the decline. Together, these forces have drained 
international reserves, reduced fiscal revenues, constrained bank credit and 
devastated the productive sectors. In addition, they have generated negative 
impacts in other important economic activities such as private investment, 
external credit availability, and other capital movements. 

E1 Salvador's economy has traditionally been dependent on a few subsistence 
crops and the traditional export crops of coffee, sugar and cotton. The 
formation of t~~ CACM in 1960 stimulated the creation of manufacturing 
enterprises based on import substitution and participation in the Central 
American Common Market. The strategy sought to attract private investment in 
industry by providing protective tariffs and other incentives. The 
industrialization strategy, together with the growth in traditional 
agricultural exports, was successful in fueling rapid economic expansion 
during the 1960's and 1970's. Real GDP increased an average of 5.4% per year 
between 1960 and 1978. Annual growth in the industrial sector was also rapid: 
it averaged about 9% during the 1960's and about 6% during 1970-1979. 

Exports and investment were the main engines of growth. Investment grew 
faster than GDP, and the investment/GDP ratio increased from 14% in 1960-1962 
to 23% in 1976-1978. Investment was financed mostly out of domestic savings 
which increased from 12% to 20% of GDP. While savingA grew rapidly, per 
capita real consumption was ~estrained: the GDP share of private consumption 
declined from 78% to 68%. The other growth factor, exports, also increased 
its GDP share from 22% in 1960-1962 to 36% in 1976-1978. Manufacturing 
exports became significant--about one-third of total exports. 

The positive macro-economic performance masked serious structural problems 
that were already undermining the future, including: a) the continued 
dependence on the export of a few traditional commodities; b) the gradual 
reduction of import substitution opportunities for finished goods; c) 
diminishing opportunities in agriculture as the country's limited territory 
and natural resources required higher levels of costly inputs to increase 
production; and d) the establishment of industries that are relatively 
inefficient and not well suited to compete in world markets, that rely heavily 
on imported inputs and are dependent for expansion on a growing regional 
(CACM) market. 

During 1978-1981, however, the CACM became a shrinking market and El 
Salvador's economy experienced a serious setback as both private sector 
uncertainties and political violence increased. The 1981 GOP was at about the 
1974 level, following an 18% decrease from its peak 1978 level. Both 
investment and exports experienced declines of about 60% and 17% respectively 
from their 1978 real levels. As a percentage of GOP, investment averaged 13% 
and exports averaged 33% during 1979-1981. Moreover, these ratios show a 
deteriorating trend; by 1981 investment was 12% and exports 26% of GOP. 
Consequently, between 1979-1982, exports dropped by about 25%. 
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Five principal factors--lower commodity prices, the overvalued colan, the 
impact of the agrarian reform ou cotton and sugar production, the guerilla 
conflict, and trade difficulties within the CACM--adversely affected the 
performance of El Salvadorfs exports in recent years. Coffee exports reached 
a peak level of 207,000 metric tons in 1979 but declined afterwards, reaching 
about 150)000 metric tons in 1981, because of production problems and lower 
coffee prices. Cotton exports showed a sharp deterioration in 1979-1981 as 
production decreased, due to the impact of the agrarian reform and civil 
strife. Sugar exports had not overcome the negative impact of low 
international prices during the late 1970's when this activity experienced the 
impact of the agrarian reform (which affected most sugar mills), the 
nationalization of sugar exports, and violence. As a result, sugar production 
and exports dropped sharply. Manufactured exports have had difficulties 
because the CACH, El Salvador's principal market for these exports, became a 
contracting and unreliable market in recent years, The recession in the 
indust~t81ized nations triggered a reversal in the terms of trade of El 
Salvador and i~R partnera in the CACM and led to a reduction in demand for its 
pon-traditional products to that market. Payment difficulties among the CACM 
partners and tensiohR in the region further disrupted the market, which was 
already exhibiting dimInishing growth possibilities. Finally, the lack of 
financing, originating ii, the lack of foreign credits from foreign banks and 
suppliers, as well as priv~te capital outflows, adversely affected El 
Salvador's manufactured exp~rts. 

The decline in exports resulted in further contraction of production and 
income and increasing open unemployment. Open and underemployment, estimated 
to be at least 40 percent, constitutes one of the most pressing problems for 
El Salvador at the present time. 

B. Significance of Non-Traditional Exports to Economic Recovery 

Agriculture continues to be important in El Salvador. This se~tor accounts 
for approximately one-fourth of GDP, employs over one-half of the economically 
active population, and generates roughly three-fifths to three-fourths of 
total export earnings. Agriculture's role as the mainstay of the Salvadoran 
economy is perhaps best reflected by the fact that historically the country's 
level of economic activity has been determined primarily by the price 
fluctuations and production shifts of its traditional commodity 
exports--coffee, cotton, and sugar. Currently, export crops are affected 
adversely by unrest, uncertainties about future land reform efforts, and low 
export prices. 

For El Salvador, with a small open economy, export growth is the lifeline to 
economic stabilization and recovery. The economy, however, cannot continue to 
depend on traditional exports for generating and sustaining dynamic growth. 
It needs to increase and diversify exports, especially those of non- . 
traditional goods. Industrial, agro-industrial, and non-traditional 
agricultural production and exports need to be generated. Because the CACM is 
no longer a viable growth market for non-traditional manufactured goods, new 
and more competitive markets will have to be penetrated. To do so, businesses 
will have to become more efficient in their production and marketing. In 
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order for this economic reorientation to happen, the necessary production and 
marketing know-how--commercial and market information, new technologies and 
techniques, linkages between producers and new markets--have to be developed 
and supported. 

The Caribbean Basin lnitiative (CBI) represents a great market opportunity for 
new non-traditional exports. However, Salvadoran industry is not in a 
position to taL" easily to the export market in the U.S., in large part, 
because the requ~red know-how and government policy support framework to make 
that happen is inadequate. The Government of E1 Salvador (GOES) and the 
country's productive private sector will require assistance to develop more 
favorable conditions for implementing a new, export-led growth strategy which 
can take advantage of new, extra-regional markets such as the U.S. through the 
CBI. 

C. The Role of El Salvador's Industrial Sector to the Recovery Effort 

USAID analysis of El Salvador's comparative trade advantages indicates that 
non-traditional exports to extra-regional markets are feasible. The analysio, 
discussed in depth in the Project Identification Document (PID), discloses 
that the nation's agro-industries, textiles, leather goods, and metal working 
manufactures have particularly strong comparative advantages. Promoting the 
production and export of such products is thus a practical approach to 
industrial stabilization and recovery. 

The economic consequences of a non-traditional export··led recovery of the 
industrial sector would be highly beneficial. For example, the restoration of 
the 1979-1980 level of activity would create an estimated 7,000 to 8,000 new 
jobs and more than $100 million in foreign exchange earnings. 

The revitalization of the San Bartolo Free Trade Zone would constitute a 
significant impetus to new industrial activity. Established in 1974, the zone 
had attracted 14 firms by 1978. All but three were foreign-owned firms 
employing Salvadoran workers in labor-intensive drawback operations for export 
to the U.S. under the advantageous terms of Tariff Articles 806/807 of the 
Generalized System of Preferences. Today, only five exporting firms continue 
to operate in the zone. 

The GOES has expressed an interest in improving and upgrading the zone to lay 
the basis for attracting new investments. At present, seven firms have 
requested or have shown interest in acquiring zone facilities. Not all of 
them, however, are interested in exporting to extra-regional markets. A 
strategy is needed for revitalizing the zone and as~racting local and foreign 
private investment for expanding/free~zQne~~onfor export, within the 

. -/ 

context of EI Salvador's difficult circumstances. The large capital 
investment has already been made in land, infrastructure and buildings. 
Expansion of the zone, through new shell construction and basic 
infrastructure, could support employment of 13,000 to 15,000 people. The five 
com,anies in the zone ~oday--whicll have lasted through the troubled years--are 
excellent endorsements for the advantages of both the zone and E1 Salvador as 
~ location for industrial plants. 
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The presently poor climate for local and foreign investors precludes major 
industrial expansion in the immediate future. To promote growth in the medium 
term, however, a longer term development strategy must be initiated. Growth 
prospects beyond 1985 will depend, to a large extent, on significantly 
accelerating manufacturing growth for export to non-CACM countries, as a 
source of employment and foreign exchange. El Salvador's industrial sector, 
with its strong entrepreneurial tradition, can, with assistance, spearhead the 
new export drive. There are indications that businesses in EI Salvador are 
already initiating expansion or exploring such activity. For example, despite 
ongoing tensions in the country, Texas Instruments and AVX Ceramics, which 
have plants in El Salvador, are gearing up to expand their operations. In 
addition, other small and large businesses are striving not only to maintain 
production but also to invest for improving productivity. In the three months 
that the International Executive Service Corps (IESC) started a program in 
country, 20 technical assistance projects have been initiated. This reflects 
a significant de~~nd for technical services for improving and developing 
private enterprises. Thus, a program for providing assistance to El 
Salvador's industrial sector can and must begin now. This is particularly 
crucial given the present high unemployment, the expected growth of the labor 
force, and the limited growth prospects of the traditional export crops. 

D. Constraints to the Expansion of Non-Traditional Exports 

Constraints to the expansion of non-traditional exports to non-CACM markets 
include general or macroeconomic policy constraints and technical constraints 
at the firm level, and constraints imposed by the conflict. Principal among 
these constraints are lack of creditj lack of foreign exchangej an inadequate 
public policy framework for promoting exports and investmentj and lack of 
access to technology, markets, and business development assistance. 

1. Technical constraints 

Under extreme adverse conditions, over $440 million of industrial goods and 
services were produced by business in El Salvador in 1982. The sector's 
output is attributable to an estimated 60,000 to 75,000 individual enterprises. 

During project development, a considerable number of entrepreneurs and local 
business groups were interviewed and discussions were held regarding the 
capability of the industrial sector to expand exports. It was found that some 
enterprises are well managed and developing efficiently. However, a large 
number of enterprises lack the managerial, information and other technical 
resources to grow and adapt to changing international market opportunities. 
Various groups and individuals have the financial and entrepreneurial 
capabilities to launch new activities but are inhibited by a lack of specific 
product and m&rketing assistance. 

GOES programs and external donors currently offer some training, information, 
technical assistance, and market linkage assistance. 
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Consultants working with USAID on developing this project have found that 
confidence is low regarding the practical utility of these programs, because 
the available assistance does not address the specific needs of businesses. 
To take risks and organize change, enterprises require assistao~e that is 
specific to their particular industry and product. 

Organizing and changing business systems, ~trategies, and products is a 
continuous process. Enterprises often need help in conceptualizing new ideas 
in a form that they can use to initiate investment ill feasibility and market 
studies. Later in the process of new project development, firms need 
assistance in studying options for equipment, distribution channels, and 
operating systems. Installing new systems may require employee training 
and/or other guidance specific to that product grouping or industrial 
su~-sector. Finally, to develop and maintain competitiveness, firms must 
undertake ongoing product adaptations and productivity improvement. Product 
specific assistance is thus required for all stages in order to maintain 
commitment and positive development by the firm for the expansion activity. 

The project proposes to help enterprises improve their planning and 
organization of new export activities by providing them with linkages to 
industry and product specific information, suppliers, licensers, buyers, and 
other business development assistance. 

2. Macroeconomic Constraints 

The Salvadoran private sector has hiatorically acted with entrepreneurial 
vigor and success. In recent years, however, the national crisis has eroded 
the business community's willingness to take risk and invest in change and 
expansion. With new government directions emerging in support of private 
sector initiatives, the reactivation and reorientation of the industrial 
sector for export expansion can become a reality. Its attainment will require 
a new set of public policies to facilitate the process. 

El Salvador's trade policy Is implemented through a variety of means, 
including allocation of credit, the application of foreign exchange policies, 
and administration of fiscal incentives. The implementation of trade policies 
involves a number of different GOES agencies, such as the BCR, MICE, and the 
Ministry of Finance. Inter-ministry coordination is inadequate, and decisions 
often appear contradictory with stated policy. One 0f the first steps that 
must be taken is the formulation of an appropriate and coherent national 
export and investment development strategy. The st~ategy should address GOES 
policy constraints to expanding exports, and support mechanisms and programs 
have to be implemented more effectively. 

Principal policy constraints that need to be address.·d include: a) an outdated 
Export Development Law and a too ngrrowly focused Fiscal Incentives Law; b) an 
underutilized San Bartolo Free Trade Zone; and c) lna.dequate export and 
investment promotion capability to buttress private export initiatives. 
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The new GOES administration wants to define. develop. and implement a new 
export-led development strategy. An Inter-Ministerial Coordination Committee 
on Exports has been formed. and discussions between high level GOES officials 
and private sector lead~~s have ensued. This project will provide technical 
and financial assistance to the GOES to examine the policy framework and to 
carry out needed reforms. Credit assistance and foreign exchange needed by 
enterprises will not be provided under this pr01ect at this time, but rather 
through other efforts by USAID and other donors. 

E. Relationship to CDSS and A.I.D. Policies 

The USAID/El Salvador CDSS prepared in 1984 established economic stabilization 
and recovery as its highest objective for both the short and long run. One of 
the principal elements of the strategy designed to achieve that objective is 
recuperation of the industrial sector through among other processes, 
development of non-traditional exports to extra-regional markets, particularly 
to the U.S. under the CBI. 

This project will provide technical assistance to firms involved in the 
production and marketing of non-traditional export products and the 
development of an adequate incentive structure to motivate businessmen to 
reorient their efforts to this sector. 

The CDSS also makes specific mention of continued support for the Salvadoran 
Foundation for Economic and Social Development (FUSADES). This project will 
provide financial support for FUSADES to develop a trade and investment 
promotion service, a program to provide export related information and 
training through business associations and a program of economic studies 
related to non-traditional exports. It will also provide FUSADES with the 
resources to expand its organization to enable it to manage these new programs. 

F. Relationship to the Current Mission Program 

The Mi-ssion has provided large scale assistance to private industry indirectly 
through the balance of payments support program. The Program has prOVided 
substantial amounts of scarce foreign exchange that have been used to finance 
the import of intermediate and capital goods. These goods, in turn, have 
played a crucial role in keeping Salvadoran industries afloat. In addition, 
$21 million from the above program ~as placed in a special structural working 
capital account in the central bank. Normally healthy firms which were 
experiencing cash flow difficulties due to exceptionally adverse economic 
circumstances were able to receive loans from the fund. With the proceeds, 
the enterprises were able to refinance their debts, lengthening the repayment 
period in the process. 

G. Other Donor Complementary Activities 

IBRD: The International Bank for Reconstruction and Development (IBRI» is in 
the latter stages of design for a project which will prOVide $40 million to 
the Central Bank for industrial recovery and exports. The Project has the 
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following objectives: (i) to rehabilitate existing financially viable 
industries by providing foreign exchange financing for working capital and 
medium term investment needs; and (ii) to establish a more effective 
institutional framework for appraising investment projects and channeling long 
term development technical assistance to priority areas. 

Approximately $15 million in short term loans will be provided to exporters 
for financing inputs required for export production. Approximately $25 
million in long term financing for fixed assets investment and working capital 
will also be provided to both exporting firms and selected import substituting 
firma, provided they have a positive net impact on the balance of payments. 

The long term investment funds will be channeled through the Fondo de 
Desarrollo Econrmico (FDE), a development fund currently operating within the 
Central Bank. The Fund has its own staff, financial ;esources and separate 
system of accounting for reviewing and approving investment projects submitted 
for financing through the banking system. With the IBRD Project, the FDE will 
be transformed into an autonomous entity with a Director who would be 
responsible directly to the President of the Central Bank. 

IDB: The IDB approved an Industrial Recovery Loan for El Salvador amounting 
~$40 million in December 1982 and another $60 million in July, 1984. The 
loan provides short, medium, and long-term financing for the importation of 
raw materialB, spare parts, and machinery by private sector manufacturing 
enterprises. Larger, rather than small and medium sized firms, have 
benefitted from the line because small and medium enterprises lack the 
technical expertise necessary to comply with application requirements. 

This project will complement the above mentioned IBRD and IDB programs by 
making potential beneficiaries aware of the availability of the credit offered 
through those programs, making them aware of qualification requirements and 
giving them access to technical assistance which might be needed to fulfill 
those requirements. The project will be particularly useful in this regard to 
small and medium size businesses which have little experience in dealing with 
this type of credit and in preparing the project feasibility studies required 
for qualification. 

III. DETAILED DESCRIPTION 

A.	 Goal and Purpose 

1.	 Goal: To generate employment, income and foreign exchange. 

2.	 Purpose: To develop the capacity of the private and public sectors to 
provide policy support and technical assistance, technology transfer and 
training services to exporters of non-traditional products. 
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B. Project Strategy 

This project seeks to support the efforts of the GOES and the private sector 
to reorient substantially the productive capacity of El Salvador in order to 
generate non-tr~ditional exports to extra-regional markets. It is considered 
feasible because: 

The GOES is committed to an ~xtra-regional non-traditional export strategy 
as a new Initiative for the future economic development of El Salvador. 

The private sector of El Salvador will playa major role in the 
implementation of the export strategy for non-traditional products. 

Domestic investment. complemented by foreign inve&tment. will playa key 
role in the development of non-traditional exports to extra-regional 
markets. 

Within the project USAID will support the GOES' efforts to formulate. 
articulate and implement a national strategy which will focus public and 
private efforts on increased Salvadoran non-traditional exports to 
extra-regional markets. The Salvadoran Ministry of Foreign Commerce (MICE) is 
the primary GOES agency responsible for government action in the area of 
exports and foreign investment. 

The proj~ct will support MICE as the coordinator. facilitator. and promoter of 
private sector production and export merketing efforts. In the course of 
intensive review of this project. sev~ral GOES ministers expressed interest in 
development and/or strengthening of MICE's capacity to perform these 
functions. During the project implementation period USAID will. through 
policy development and financial support. assis~ MICE's efforts with the 
private sector. 

The private sector component of the project will develop a new capability 
within FUSADES. an established private sector institution. to provide a 
dynamic trade and investment promotion service (TIPS) which will link 
Salvadoran firms interested in exports to necessary information. technical 
assistance. and possible foreign partners. The primary focus of TIPS' efforts 
will be improvement of production and marketing of non-traditional exports to 
extra-regional markets. Although a long term effort to attract foreign 
investment must begin now, it is expected to yield only limited results during 
the project implementation period. It is more probable that Salvadorans will 
invest in coventures with foreign partners to access markets and technology. 
These relationships will include licensing. production sharing. 
sub-contracting and technical assistance agreements. TIPS promotion will 
emphasize this type of investment. 

FUSADES will simultaneously manage a program which will deliver information 
and training to potential exporters through business associations. The 
training provided by the associations will complement the TIPS program. One 
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The investment promotion efforts made under the project will be narrowly 
focused on well defined targets. It is improbable that foreign firms will 
consider major new investments in EI Salvador until the conflict abates. It 
is more likely that early successes will be gained from efforts in promoting 
local investment in joint ventures with foreign companies through 
sub-contracting, licensing, production sharing or technical assistance 
agreements. 

A targ(:ted effort will be made during the project period to attract new 
investors to the San Bartolo Free Zone. This will be supported by policy 
development to maximize El Salvador's competitive position in world markets 
and financial resources to upgrade the San Bartolo Free Zone and expand it as 
demand requires. 

Though most exports will be made by medium and large companies, there is also 
an opportunity to generate employment and fo)~e1.gn exchange from the export of 
products manufactured by small businesses. The project will assist in the 
organization of the production of small enterprises for export to 
extra-regional markets through specialized trading companies and other 
marketing intermediaries. The project will provide technical assistance to 
organized small producers and to Salvadoran trading companies to help make the 
necessary connection between producers of a specific product and the m~cket. 

c. Outputs and Inputs 

The project consists of two components: (1) Private Sector Export and 
Investment Promotion; and (2) GOES Export and Investment Promotion. These 
components are mutually reinforcing. 

The private sector component of the project supports the establishment of a 
private trade and investment promotion service (TIPS), the strengthening of 
Salvadoran business associations to enhance theit ability to provide export 
related information and training to their members (ASA), the performance of 
private sector economic policy studies and the development of FUSADES' 
institutional capacity to manage these programs. 

The public sector component of the project provides support to the development 
of a GOES export and investment strategy and mechanisms for its implementation 
with special emphasis on development of free zones. Support is also provided 
to the GOES for export related policy studies. 

1. Private Sector Export a~d Investment Promotion 

a) Outputs 

f) Trade and Investment Promotion Services (TIPS) 

This activity is designed to make available information, technical assistance, 
and business development services to Salvadoran enterprises through the 
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establishment of linkages between those enterprises and various sources of 
technical assistance and resources within and external to EI Salvador. 

The project will finance a trade and investment promotion service (TIPS), 
which will be established by FUSADES in EI Salvador and complemented by a U.S. 
based support team aimed at aggressively facilitating private sector 
investment and trade. TIPS will promote non-tradition~l exports, will 
identify potential investors and exporters and will provide to them access to 
product or industry specific information and technical assistance, primarily 
from the U.S., which they require to implement their productive ventures 
successfully. TI~'S will be the vehicle through which information and 
technical assistance needs of Salvadoran enterpriseY are identified and access 
to the necessary tailored support is provided. As defined in the Project 
Strategy, TIPS' primary objective will be development of non-traditional 
exports to extra-regional markets. Its investment promotion program will give 
priority to mobilization of local resources through providing access to the 
technical. support re~uired to enhance the viability of local efforts to 
produce and market non-traditional exports. Development of coventures linking 
local investors with foreign partners through licensing, production sharing, 
sub-contracting, or technical assistance agreements, will initially be the 
principal investment promotion activity of TIPS. 

This will be the first time that a service like TIPS has been offered in EI 
Salvador. Consequently there is no proven model which can be followed in its 
design and implementation. FUSADES will have to "learn by doing" which of the 
approaches and activities undertaken by TIPS are most effective in generation 
of non-traditional exports to extra-regional markets. The description of the 
outputs of TIPS must therefore be flexible enough to allow FUSADES to adjust 
the activities of TIPS to the results obtained during implementation. 
USAID/El Salvador will specify in its RFP for the TIPS contract the resources 
to be made available to TIPS and will evaulate the proposals received on the 
basis of their foreign exchange and employment generatlon capability. 
Quantitative goals wil~ be set for the contractor. 

An office staffed by five professionals will be set up in FUSADES to 
coordinate and manage TIPS, and an office staffed by three professionals will 
be established in the U.S. to provide technical support to TIPS. 

The project will finance a business opportunity survey which will be completed 
during the initial phase of impLementation of operation of TIPS. This survey 
will assess the range of capabilities of Salvadoran firms and key 
entrepreneurs in the local private sector. 

It is anticipated that during the project implementation period approximately 
75 to 100 technical assistance projects will be completed through TIPS. These 
will be targeted through the business promotion activities of TIP3 directly to 
development of specific export and investment projects. Ongoing Salvadoran 
trading companies will be among the recipients of TIPS technical assistanr.e. 

Travel to and attendance at carefully selected trade-related events outside of 
El Salvador will also he financed under this component. During the life of 
project, the U.S. based TIPS support team will seek business opportunities for 
El Salvador in the U.S. and in third countries by establishing contact w~th 
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appropriate enterpreneurs and companies through trade fairs and other 
commercial events as well as through direct calls on individual firms. In 
addition, the project will finance trade missions by Salvadoran businessmen 
and GOES officials to the USA and to third countries. 

ii) Association Strengthening Activities (ASA) 

This activity is designed to provide short term technical assistance and 
training materials through FUSADES to Salvadoran business associations to 
improve their capacity to offer to their members the general information and 
training they require to upgrade skills in general management and production 
manage~ent for exporting. 

FUSADES will develop a library of video tapes and other didactic materials for 
use by participant business associations. It is anticipated that during the 
project period FUSADES will co-sponsor with business associations 
approximately 20-30 semina~s and workshops. The project will finance 
technical assistance, didactic materials and other support for this 
association strengthening and training activity. 

In addition, project funds will be made available to FUSADES to support four 
to six special export awareness proposRls developed by Salvadoran business 
associations during the project period. Priority will be given by FUSADES to 
proposals which promote CBI related activities. 

FUSADES will set up an office staffed by two professionals to coordinate and 
manage ASA. A seminar will be held by FUSADES to introduce the ASA program to 
major Salvadoran business associations. FUSADES will also sponsor an 
association observation program which will finance travel of executives of 
Salvadoran business organizations to the U.S. and to third countries to 
observe operations of other business associations involved in providing export 
related information, training and other support to their members. The ASA 
staff in FUSADES, the ASA introductory seminar, and the as~ociation 

observation program will all be financed under the project. 

iii) Policy Research and Development 

This component will make funding available to FUSADES to enable it to 
undertake studies required to develop the conceptual and analytical basis for 
proposing recommendations to the GOES on policies or actions which ar~ 

supportive of economic reactivation) trade, investment and export 
development. The studies will also support the implementation of TIPS and ASA. 

An office staffed with two professionals has been established by FUSADES to 
coordinate and manage this activity. A series of studies related to economir. 
reactivation based on non-traditional, export-led growth and investment will 
be financed by this project. The studies may include but will not be limited 
to the followtng topics: 
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Economic Reactivation 

1.	 Strategic Alternatives for the Future Economic Development of E1 Salvador. 

2.	 Agro-Industry: Prospects for Future Development. 

3.	 Approaches for Management of Free Trade Zones and Development of Export 
Processing Zones. 

4.	 Transportation: Its Relevance to the Non-Traditional Export Sector, 
Recommendations for Facilitating Growth. 

iv)	 Project Coordination and Management 

FUSADES is a broad based, apolitical private voluntary organization which 
during the past year has proven its ability to manage USAID funds efficiently 
through its use of a limited· scope grant for CBI and private sector support. 
Under this project FUSADES will expand its economic studies activities and 
take on responsibility for the new TIPS and ASA programs. The project will 
provide financial support for the development of FUSADES' institutional 
capacity to manage these new programs. 

Specifically, the project will finance the employment of an Executive 
Director, an accountant and secretarial and logistical support personnel for 
FUSADES durIng the project implementation period. 

b.	 Inputs 

The total cost of the Private Sector Export and Investment Promotion component 
is estimated at $7.5 million. The $6.9 million ESF dollar grant will fund: 

a.	 Some 15 person years of long term technical assistance for the TIPS 
contract team. An estimated six person years of that contract will 
be invested in the U.S. members of the E1 Salvador core team and 
about nine person years in the U.S. support team. (Approximately 
$2.3 million). 

b.	 Short term technical assistance to be provided by U.S. PVO's, 
consultants and business representatives who will perform diagnostic 
studies, feasibility studies and systems and equipment needs analyses 
for Salvadoran businesses working with TIPS. (Approximately $1.2 
million). 

c.	 Travel by Salvadoran businessmen or business association 
representatives to the USA and third countries for trade missions and 
business association observational travel. (Approximately $167,000). 

d.	 Short term training, consisting of seminars and workshops, f~r 

business associations and their members. (Approximately $170,000). 
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e.	 Financial assistance in support of special CBI-related activities 
undertaken by business associations. (Approximately $250,000). 

f.	 An estimated 21 person years of FUSADES Salvadoran professional 
staff, including an Executive Dir.ector, three TIPS staff members, two 
ASA staff members, two economists, and an accountant. Secretarial 
and other logistical support staff will also be finance~. 

(Approximately $0.9 million). 

g.	 $250,000 in assistance for policy studies. 

h.	 In-country transportation, office equipment, teaching aids and other 
costs of project coordination and management (approximately $1.0 
million); and contingenci~s for the component ($625,000). 

Counterpart contributions by participating institutions, including FUSADES and 
beneficiary enterprises and business associations is estimated at $0.6 million 
in local currency equivalent. Of this amount, an estimated $353,000 in local 
currency will be contributed by beneficiary institutions as a minimum 25% cash 
counterpart to the cost of services made available to them. As the value of 
the TIPS program becomes established, FUSADES will explore other cost 
recuperation formulas, such as charging beneficiary firms a percentage of 
their increases in exports. These counterpar.t funds will be utilized to 
increase FUSADES' endowment. The balance, approximately $270,000 will be 
in-kind contributions, including salaries of project participants and of other 
FUS~)ES staff. 

2. GOES Export and Investment Promotion 

The situation in El Salvador with respect to economic policy decisions, 
planning, and administrative and managerial reform Is very fluid and will 
likely remain so over the next three years. The new GOES administration will 
require some time to define its program and begin to implement it. The 
security situation will be of paramount concern for the indefinite future. 
The evolution of the Central American and world political and economic 
environment will exert important direct influences on El Salvad~r which GOES 
planners cannot control. This component of the project has been designed to 
provide the Salvadoran public sector with the resources and flexibility 
required to attack problems and to respond to specific needs as these arise 
within key areas which are critical to attaining the objective of expanding 
non-traditional exports and investment. 

Project inputs will consist principally of technical assistance, both short 
and medium term, but primarily the former. Lo~al currency resources from the 
USAID ESF balance of payments program will be programmed to provide other 
financial support for administrative improvements in MICE and for upgrading 
and expanding the San Bartolo Free Trade Zone. 
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The criteria for selecting activities under this project component are that 
they be critical to establishing and implementing economic policy, plans, and 
managerial and administrative improvements which support the export and 
investment expansion objective referred to above, and that they be activities 
of a short or medium term nature. 

With respect to implementing a flexible program of this kind, A.I.D. will sign 
a Project Agreement with the Ministry of Planning (MIPLAN), which will be the 
primary GOES coordinating entity and co-signed by the Mini8tr~ of Foreign 
Trade which will be the principal implementing agency for the GOES component. 
Other GOES Ministries and Agencies expected to have direct responsibilities 
for recommending and implementing activities include the Ce,ntral Bank, 
Ministry of Finance, Ministry of the Economy and Ministry of Agriculture, all 
of which will countersign the Project Agreement. The Project Agreement will 
provide for A.I.D. to directly implement selected activities where this is 
appropriate. Elaboration of specific project activities and implementation 
responsibilities will occur in the PIO's and in Memoranda of Understanding 
prepared under the project and signed by the entity directly implementing each 
particular actiVity. Implementation Letters may also be used to specify the 
scope and objectives of a given project actiVity, and the related 
implementation requirements and responsibilities. 

The grant will finance a range of activities in four inter-related areas: 
Export and Investmp.nt Strategy Formulation; GOES Strategy Support Mechanisms; 
Policy Studies and F~ee Trade Zone Development; including a number of special 
activities to be implemented directly by A.I.D. 

a. Outputs and Inputs 

The activities described below are planned and illustrative. Because they 
will be undertaken on a selective basis, the exact inputs and outputs cannot 
be precisely defined. The project will thus provide assistance in a 
quick-response manner as prio~ity policy-influencing opportunities arise. 
Approval of activities, through sub-obligating documents, will be made in 
accordance with availability of project funds and firm financial and 
implementation plans. ~ 

i) GOES_Export and Investment Strategy Formulation 

Through short term technica,l assistance and studies, formulate a 
strategy designed to promote non-traditional exports and investment. 
Essentially, the strategy will establish the policy framework and 
articulate the ground rules for the public sector role in sup~orting 

private sector initiatives to take advantage of the particular 
benefIts bestowed upon the Caribbean Basin countries chrough the CBI 
trade provLslons. This activity will also involve efforts to change 
economic policy or to bring about GOES admInistratIve reforms in 
support of a !lew stra!:egy. It will be dl:.;Ungulshed from the other 
two cate~~rjes by its dceree of specificity. 
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During the course of project development. the Inter-Ministerial 
Coordinating Committee on Exports expressed agreement on the 
following fundamental elements of the strategy: 

The GOES is committed to an extra-regional. non-traditional 
export strategy as a new initiative for the future economic 
development of the country. 

~he pr~vate sector of E1 Salvador will play a major role in the 
implementation of the export strategy for non-traditional 
products. 

Domestic investment. complemented by foreign investment. will 
playa key role in the development of non-traditional exports to 
extra-regional markets. 

The project will finance up to $150.000 in technical assistance and 
studies directly related to formulating the GOES new export and 
investment strategy. 

ii) GOES Strategy Support Mechanisms 

To assist the GOES implement the strategy for export and investment 
promotion. project resources will fund short term technical 
assistance and training to improve coordination of government policy 
and establishment of appropriate mechanisms at the ministerial and 
operational levels of the GOES. 

Examples of activities which will be funded include the following: 

Assistance to MICE in revising laws and regulations which affect 
the development of non-traditional exports and investments. 

Assistance to MICE in assessing, planning, and carrying out a 
reorganization of the ministry in order to separate it~ 

regulatory functions from its promotional role and which allows 
private sector participation in the latter. 

Assistance to MICE for the establishment of a One-Stop 
Investment Promotion Center and a Commercial Information and 
Trade Fair Development program within its new reorganization. 

Technical assistance to MICE for establishing private anu public 
sector coordination mechanisms to facilitate exports and 
investments. 

Assistance to MICE in training selected staff members in the 
most up-to-date practices in export and investment promotion. 
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Project funds in the amount of $425,000 will be earmarked for the 
technical assistance and training provided under this sub-component. 
In addition, $500,000 have been budgeted for equ1.pment, materials and 
program logistic support. Any additional resources required for 
local currency costs of the MICE operational activities estimated at 
a level of $1.2 in local c~rrency will be programmed from the ESF 
balance of payments program. 

iii)	 Policy Studies 

El Salvador's ability to recover from the economic crisis and to make 
the structural changes required to establish and maintain dynamic 
growth is dependent, to a signif{cant extent, upon the availability 
of good economic and financial information and analyses. Such 
information is required not only to make rational, consistent 
decisions, but to assure the understanding and support of key policy 
makers in taking such decisions, and in implementing them over time. 

The project will support the GOES in obtaining and disseminating such 
information and analyses as may be required to establish 
sound/financial policy and plans, and to manage this in an effective 
manner. 

Activities in this area will consist of various studies and 
assessments aimed at providing information and recommendations, and 
activities require1 to generate awareness of policy problems 
especially as they relate to the promotion and facilitation of 
non-traditional exports and investment. 

Potential activities to be financed include but are not limited to: 

1.	 Assessment of E1 Salvador's Overall Competitiveness for Export: 
Products, Markets and Factors. 

2.	 The Non-Traditional Export Sector: Fiscal and Other Incentives 
for Attracting Foreign Investors and Mobilizing Domestic 
Investment. 

3.	 El Salvador'~ Export and Investment Legal Framework: An 
Assessment of the Extent to which Stabilization and Development 
is promoted or hindered by it. 

4.	 National Expc 't and Investment Strategy: Analysis and
 
Recommendations.
 

The project will provide $400,000 to finance activities under this 
sub-component and $75,000 for dissemination of policy studies. 
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In addition to the activities outlined above, the project will 
provide $400,000 for A.I.D. to contract for and implement selected 
studies including a project evaluation. The criteria for selecting 
these studies are that they be necessary to: 1) establishing and 
implempnting economic policy related to non-traditional exports and 
investment; 2) developing plans and administrative improvements which 
support the National Export and Investment Strategy, and 3) that 
their scope be sensitive and controversial and therefore require an 
objective and unbiased third party assessment that neither the public 
nor 
not 

private sectors is able to provide. 
be limited to the following topics: 

The studies may include but 

1. The CACM Tariff Structure: Salvadoran Efforts to Seek New 
Extra-Regional Export Markets, and Recommendations for Gradual 
Reduction of the Protective Structure Provided under the CACM. 

2.	 El Salvador's Financial Institutions: An Assessment of their 
Role and Performance. Advantages and Disadvantages of 
Reintroducing Foreign Banks into El Salvador. 

3.	 Monetary and Exchange Rate Policies: Their Effect on 
Non-Traditional Exports and Investment. 

4.	 Tax Policies: Their Impact on Non-Traditional Exports and 
Investment 

iv) Free Trade Zone DeveJopment 

The project will provide technical assistance to the GOES to 
formulate and implement a plan for revitalizing the San Bartolo Free 
Trade Zone. ESF local currency resources will also be programmed for 
upgrading existing zone facilities, for which maintenance has been 
deferred, and for expansion of the infrastructure of the zone in 
accordance with demand. The plan will have policy implications in 
that it should be conducive to the development of a sufficiently 
attractive investment environment for El Salvador vis-a-vis other 
competitor free trade zones, particularly those in CBI countries. 

The project funded technical assistance will assess the policy and 
operational alternatives for implementing the revitalization of the 
zone. Some alternatives which need to be carefully p.xamined include: 

The management alternatives for maximizing efficiency of zone 
operations and investor confidence. 

The rental rate structure in San Bartolo and recommendations for 
balancing zone operating costs and investor attraction. 
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The utilization of existing facilities and a schedule for 
removing non-manufacturing and non-exporting entities from San 
Bartolo, including those of the GOES. 

The feasibility of private sector participation in the 
management of the zone through long term leasing arrangements 
and/or ownership. 

An 1.mplementation plan and budget for immediately upgrading the 
existing infrastructure of the San Bartolo Zone. Buildings have 
not been painted since 1979 and other maintenance is needed. 

Project funds in the amount of $225,000 will be made available for 
technical assistance to MICE to prepare the policy strategy and 
implementation plan for rehabilitating and promoting the zone. An 
additional $150,000 will be provided for invitational travel/training 
and equipment for this purpose. 

ESF local currency will be provided for upgrading existing 
facilities. Approximately $1.5 million in colon equivalent will be 
needed to paint and repair buildings, to complete a new main entrance 
and road plus construction of a 24" sewer line. 

As future demand warrants it, additional ESF local currency will be 
made available to expand the facilities in the zone. The first 
expansion phase calls for constructing about 170,000 square feet of 
factory space on lots that are already urbanized (approximately $2.0 
million in local currency equivalent). The expansion will be carried 
out according to the customer demand existing at the time. 

The total cost of this component is $7.8 million. A.I.D. will contribute 
$2.56 million to finance the activities described in the foregoing sections 
($2.33 million plus $0.24 million for contingencies). The GOES counterpart is 
estimated at $5.2 million in local currency, most of which will be derived 
from ESF local currency resources. These will be p~ogrammed to finance costs 
of personnel (approximately $0.5 million), equipment and materials 
(approximately $0.5 million), and other program costs (approximately $0.2 
million) associated with GOES' institutional improveme'lts for more effective 
implementation of its export and investment promotion strategy. The balance, 
approximately $3.5 million, will be used to upgrade th~ free trade zone. 

IV. COST ESTIMATES AND FINANCIAL PLAN 

This project will total $15.3 million, of which $9.45 ~illion (62%) will be an 
AID ESF grant, with the remaining coming from ESF local currency and 
participating institutions' counterpart contributions. 
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The life of project is three years, from FY 1984 through FY 1987. A.I.D. 
funding will be obligated in FY's 1984 and 1985. Annex 12 contains the 
financial tables for the project, including tables A, B, and C: Summary Cost 
Estimate and Financial Plan, Projection of Expenditures by Fiscal Year, and 
Summary Costing of Project Inputs and Outputs. These tables reflect projected 
costs by inputs, by cost elements within those inputs, and by foreign exchange 
and local currency. 

The largest category, totalling $ 5.6 ~illion, or 37% of total project costo, 
is for technical assistance. Of this amount, 73% is allocated to the Private 
Sector Export and Investment Promotion component and 27% is for the GOES 
Export and Investment Promotion component. The technical assistance financed 
under the private sector component will consist principally of specific 
technical assistance needs of exporters or potential exporters of 
non-trad1.tional goods to extra-regional markets. The technical assistance for 
the public sactor component will be concentrated on the development of a more 
adequate policy support framework for private initiative in the 
non-traditional export sector. In the public sector component, policy and 
technical studies will be implemented by GOES entities, as well as by AID. 
$400,000 has been earmarked for AID implementation of studies, the subject 
topics of which are too sensitive for either the Salvadoran public or private 
sectors to undertake. 

The following is a summary breakdown of contributions to the project, and the 
specific inputs to which contributions will be made: 

(In US $ 000) 

SPECIFIC INPUTS 

AID 

FX LC 

LC HOST COUNTRY 
PART. 
INST. ESF TOTAL 

Technical Assistance 4,001 628 340 5,569 
Personnel 567 500 1,067 
Equip. &Materials 370 100 500 970 
Invit. Travel/Training 351 161 110 622 
Dissemination Policy Studies 75 75 
Assist. to Associations 100 150 63 313 
Free Trade Zone Develop. 3,500 3,500 
Logistic Support 300 200 500 
Proj. Coord. & Mgt. 15 1,172 186 1,373 

SUB-TOTAL 5,737 2,853 699 4,700 13,989 

Con~lngency 575 285 471 1,331 

GRAND TOTAL 6,312 3,138 699 .5,171 15,320 
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The Project Coordination and Management budget line item will finance FUSADES' 
overall management and overhead costs attributable to taking on the new and 
larger program of activities envisioned in this project. The Logistic Support 
budget line item will be programmed with the GOES during project 
implementation to support the development of specific activities resulting 
from policy and technical studf recommendations for promoting non-traditional 
exports and investment. 

One in-depth evaluation has been scheduled in FY 1986. The evaluation ~i11 

focus basically on the achievement of the project's purpose and the 
performance of the implementing entities. It is intended to yield 
recommendations for AID, the GOES, and FUSADES for possible contlnuation of 
project activities. The cost of this evaluation, estimated at • 50,000, is 
included in the technical assistance line item earmarked for AID 
implementation. 

A budget line item of $625,000 has been included for contingencies of the 
private sector component with FUSADES. This represents 10% of the estimated 
total AID contribution to this component. In addition, $706,000 has been 
budgeted for contingencies of the public sector component with the GOES. This 
represents 10% of the estimated total component cost. No specific budget line 
item for inflation has been included, because it has been taken into account 
in the cost estimates of most project elements. 

Expenditures under this project are expected to occur in the following manner: 

(IN US $ 000) 

HOST COUNTRY (LC)
 
(FX)
 

~AA AID PART. INST. ESF TOTAL %
 

1984 0 
1985 2,562 147 870 3,579 21 

1986 3,452 282 2,396 ~,130 40 

1987 3,436 2iO 1,905 5,611 37 

TOTAL 9,450 699 5,171 15,320 100 

% 
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The Methods of Implementation and Financing for this project as currently 
envisioned by the Mission are shown in Table 0 in Annex 12. As shown in that 
Table, the Mission proposes to utilize direct payment and direct reimbursement 
methods of financing for most project inputs, with the exception of commodity 
procurement requiring foreign exchange for which it proposes to use the direct 
letter of commitment method. There are several reasons for using the latter 
mechanism. First of all, neither the GOES nor FUSADES have hard currency to 
pay in advance for the goods. Moreover, because of the current situation in 
El Salvador, suppliers have beEn unwilling to extend credit without an A.I.D. 
guarantee of payment. The use of direct letters of commitment will permit 
A.I.D. to review documentation prior to disbursement and achieve greater 
accountability over payments. Use of this method of payment also minimizes 
the need for advances. 

All A.I.D. appropriated funds for foreign exchange costs of the private sector 
component will be managed directly by A.I.D. FUSADES will be charged with the 
responsibility of sound cash management and fiscal control of all funds, 
including the detailed accounting and reporting on cash re~eipca, cash outlays 
and expenditures by obligating documents (any contract to which FUSADES is a 
party). Forms to be used and procedures to be followed by FUSADES for 
discharging its responsiblities will be those established by the Miesion for 
local currency and U.S. dollars financing. 

To provide senior responsible officials oi FUSADES and AID with assurance that 
adequate financial management practices are exercised in handling resources 
provided under the project, an independent audit of FUSADES' financial records 
for the project will be carried out annually. The cost of these audits will 
be funded under the Project Coodination and Management budget element of this 
project. 

All A.I.D. appropriated funds for foreign exchange and local currency costs of 
the GOES component will be subject to audits arranged by A.I.D. Such 'udits 
will be funded under the budget line item which is earmarked for A.I.D. 
implementation of studies. 

All direct A.I.D. procurements funded under this grant will be handled by the 
Mission directly in the form and manner established by AID for such purposes. 

With regard to the project's recurring costs, FUSADES has expressed to the 
Miesion that it intends to increase its current ~ 1.0 million endowment fund 
by ~ 750,000 over the next three years through new membership recruitment. 
Moreover, the counterpart contributions by participating enterprises and 
business associations to technical services provided by FUSADES under the 
project will be used to augme"t FUSADES' endowment. The level of coverage ot 
future recurring costs will depend on the level of technical assistance needs 
of private enterprises and business associations at the end of the project. 
By that time, beneficiary enterprises and institutions should be in a pocition 
to make larger counterpart investments in the trade and business promotion 
services offered by FUSADES. Should additional resources, including foreign 
exchange, be required beyond the life of the project, FUSADES will seek such 
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tuodloa troe AID or other donors. By that tiae. FUSADES will have developed 
t p41clt7 to provide practical and useful sf!rvices to El Salvador's 
DO~~r.dltloD41 e.portera. That capacity will be a critical asset for 
obt lnLaa future Assiatance if it is required. 

A. laple:aentatl n bspondbiUt1es and Administrative Arrangem~ 

.9. ~ aJlllon dollar grant vill be obligated by means of two Grant 
ar ..OIl. ~ Agreeaent will be 8ign~d vith the Ministry of Planning. which 

vill be t prlaary COES coordinating entity and cosigned by the Ministry of 
, tel Q Tead. vhlch vill be the principal implementing agency for the GOES 
e po~ot. Other GOES Mini.triea and Agencies expected to have direct 
r.	 ponalbilitiea tor r~co.-endjng and implementing activities include the 

ntral !ank, Klnlstry of Finance. Ministry of the Ecouomy and Ministry of 
rlculture, .11 of which vill countersign the Project Agreement. The second 

Pro jc tAr -.:nt will ~ dgned by FUSADES. which will Mve overall 
r rdlnAtlon ad ..nageaent relponsibilities for the private sector component 

t pro Jet. 

t.l1.d bud,et ••~ lapleaentation plans for activities to be implemented 
HJnl.trles/Agencles vll1 be approved by A.I.D •• and the authorized 

the implementing entities. Such approval may be made by 
ot aderstanding. countersigned Implementation Letters. or by 
lS .1 ning PIo/T's. PIO/C's or PIO/P's for the activity. 

proJect'. activities vill be implemented directly by A.I.D. 
to Included in the Project Agreement. In these cases. 

Q~;~~Qt.tlon need not be countersigned by the GOES. 

tor 
t d 

cltle objectives. budget. implementation requirements and 
e~ch activity vill be specified in the approval 

to that activity • 

• 1 w Co=mJttee	 vill (a) periodically review existing and 
ll~.tlon under th~ project. including any need to make 

( ) r vlev obligating documents, and clear and/or make 
t Xl .Ion Director according to normal Mission procedures. 

It; 

Pundaclen SalvadoreOa para el Desarrollo 
vlll require A.l.D. approval when the cost of an 
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activity exceeds $20,000. This organization may enter into subsidiary 
assistance agreements directly with recipient organizations according to the 
terms of its agreement with A.I.D. 

FUSADES will be responsible for negotiating and managing ccntracts with local 
entities for conducting a variety of in-country training, technical assistance 
and research activities. Contracts for all U.S. assistance required by the 
TIPS program will be made by FUSADES in accordance with USAID regulations. 
USAID/El Salvador will rely on FUSADES to see that the activities of the U.S. 
contractor(s) are performed in a manner that is in the best interests of the 
composite program for which FUSADES is the overall coordinating agency. 

FUSADES, through its professional staff, will maintain constant liaison with 
the participating El Salvadoran entities. The principal liaison between 
FUSADES and USAID will he performed by the FUSADES Executive Director and the 
USAID Project Manager. 

a. Eligibility Criteria for Participation in TIPS and ASA Programs 

The following general criteria will be utilized by FUSADES as guidelines for 
screening and approving assistance requests from enterprises and business 
associations: 

i)	 Requests for a3sistance indicate the importance of that 
assistance to ~he development of non-traditional exports from El 
Salvador. 

ii)	 The type and level of assistance requested by 
enterprises/business associations are consistent with the project 
objectives. 

iii)	 Requests for assistance will indicate a degree of certainty that 
the assistance will be effectively utilized in its organization 
for a purpose that is consistent with the project objectives. 

iv)	 Enterprises/business associations wishing to obtain assistance
 
indicate their ~illingness to contribute to the costs of
 
assistance.
 

FUSADES will actively promote the TIPS and ASA programR. The availability of 
the services offered and requirements for eligibility will be made known 
through direct contact with potential beneficiaries and periodic announcements 
through appropriate media. 

FUSADES has agreed to establish Project coordination and management units. 
The staffing for the units is discussed in the Administrative Analysis. The 
professionals working in those units will maintain close contact with the 
private sector, as well as the U.S. contractor who will be providing support 
services to FUSADES in the U.S. 
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B. Disbursement Procedures 

A variety of standard A.I.D. disbursement procedures will be employed, 
depending upon the complexity of each of the approved activities. A.I.D. 
direct disbursement mechanisms will be normal under the project for financing 
most inputs and controlled at the Mission level. In addition, direct letters 
of commitment will be utilized for procurement of commodities requiring 
foreign exchange. The justification for using the latter method of financing 
is presented in the Cost Estimates and Financial Plan section of this paper. 

C. Procurement Procedures 

The selection of consultants and contractors, procurement of equipment and 
material, shipping and insurance will be done in accordance with standard 
A.I.D. procedures. For those ESF grant funded acquisitions for which FUSADES 
is responsible, terms and conditions will be specified in the Cooperative 
Grant Agreem~nt and subsequent ImplementatIon Lettero. Project funded 
procurements for the GOES component will, in accordance with the Project 
Authorization, be done by the Mission or AID/W, except cn an exceptional basis 
where it is determined that sufficient capability exists for a particular host 
country contracting action. 

Gray Amendment: Project implementation plan& call for completion of 75 to 100 
short term technical assistance projects by TIPS. $1,449,000 has been 
budgeted for this purpose. USAID/El Salvador will make an effort to identify 
competent minority, disadvantaged and woman-owned firms to provide these 
services. To that end, USAID/El Salvador has requested from the PRE office of 
Small and Disadvantaged Business Utilization (PRE/SDB) a list of potential 
contractors. 

D. Schedule of Major Events 

Disbursement of funds is scheduled over a period of three fiscal years. The 
Project Assistance Completi~n Date (PACD) will be 36 months from the date of 
signing of the Grant Agreements (planned for September 1984). Ratification by 
the El Salvador Legislative Assembly will be required for the GOES Project 
Agreement. 

For the GOES component, an initial group of activities to be carried out under 
the project will begin upon ratification of the Project Ag~eement, expected to 
take two to three weeks, and cu~pletion of subordinate agreements and/or 
sub-obligatIng documents as specified in Section V.A.l above. New activities 
will be started up until shortly before the PACD, while those started earlier 
terminate along the way. Activities will be of short or medium duration, most 
requiring less than six months. Each activity will have its own 
implementation fchedule which will be detailed in the approval documentation 
pertaining to It. 

For the FUSADES private sector component, the schedule of major implementation 
events is as follows: 
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Date 

September 

October 

November/December 

1985 

January 

February 

March 

September 

1986 

January/December 

September 

1987 

September 

Action 

AID/W PP Authorization 

Signing of Agreement 

Advertisement of TIPS Contracting 
Opportunity in Commerce Business 
Daily 

Issuance of REP for TIPS 

FUSADES hires new Executive Director 

Submission and review of Technical 
proposals for TIPS: contract awarded 

Arrival of U.S. TIPS team leader 
and staff; FUSADES hires Salvadoran 
Rtaff for TIPS and ASA programs. 

FUSADES submits annual 
implementation plan and budget for 
A.I.D. approval. 

Business Opportunity Survey carried
 
out.
 

ASA Introductory Seminar held.
 

TIPS and ASA programs initiated.
 

Annual Review; FUSADES submits
 
annual implementation plan and 
budget. 

TIPS, ASA, and Policy Research 
activities continue. 

In-depth evaluation completed. 

Project terminates 
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In addition to the above schedule of major events, quarterly progress reviews 
will be held with the Mission. 

VI. MONITORING PLAN 

A.	 A.I.D. Project Monitoring Arrangements 

Project monitoring will be exercised by a Project Manager assigned from 
USAID's Private Enterprise Office (PRE). The PRE Project Manager will work 
closely with FUSADES and GOES implementing entities to assure that project 
implementation plans and objectives are met. 

In accordance with Mission policy, project review meetings will be held 
monthly to review and direct project iT plementatlon. The Deputy or Associate 
Director will chair the meetings. Representatives from the Private 
Enterprise Office, the Projects Office, the Program Office, the Management 
Office, and the Controller's Office will attend the meetings. 

The PRE Project Manager will also call upou other. Mission offices as needed. 
This will include: 

1.	 The Projects Office (PRJ), which will monitor Project implementation to 
assure that the terms and conditions of the Project Agreements are met. 

2.	 The Mission Controller, who will review disbursement and reimbursement 
requests for conformity with A.I.D. regulations and will ensure that 
adequate financial controls are exercised. 

3.	 The Program Office (DPP), which will assist in carrying out AID/FUSADES 
project reviews and evaluations. Further, the Training Officer will assist 
FUSADES in certain A.I.D. administrative requirements for FUSADES 
participants in U.S. training. 

4.	 The Economics Office (ECON), which will assist in preparation of terms of 
reference for:economic studies or other special activities undertaken 
directly by A.I.D., as well as assist in reviewing terms of reference for 
policy studies proposed by the GOES and FUSADES. 

B. Assessment of A.I.D. Monitoring Capability 

It is expected that given the level of Mission staff, on-board and planned, 
that there will be no difficulty in carrying out Project monitoring 
responsibilities. 
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VII. SUMMARIES OF ANALYSES 

A. TECHNICAL ANALYSIS 

1. PRIVATE SECTOR EXPORT AND INVESTMENT PROMOTION SERVICES 

USAID/E1 Salvador project analysis was supported by consultants from Price 
Waterhouse, Development Associates, Coopers and Lybrand, the International 
Executive Service Corps (IESC) and Investment Technology International. Over 
one hundred businessmen and GOES officials, most major business associations 
and business service organizations were interviewed. The following are some 
of the major issues ~hich were analyzed during this process and the respective 
findings for establishing the technical feasibility of the proposed project 
activities. 

a. Trade and Investment Promotion Services (TIPS) 

- Is a major trade and investment promotion program warranted in El Salvador 
before the end of the civil conflict? Many of the consultants were 
surprised to see the interest of local Salvadoran entrepreneurs in 
investing in non-traditional export businesses. An agroindustrial trading 
company has been established, a handicraft trading company is in formation 
and many of the businessmen interviewed are looking for ways to get into 
the export market. IESC, El Salvador, in its first three months of 
operations has submitted twenty proposals for technical assistance, more 
than have been requested by any other country in the world during the 
initial phase of program activity. Eight SUSTAIN projects have been 
engaged during the past year and the USAID/El Salvador PRE office receives 
on an average five requests per week for assistance on specific 
non-traditional export projects. The consensus of the project analy~is 

team is that there is significant local i.nterest in investing in 
non-traditional export projects and that a program which links those 
Salvadoran entrepreneurs with foreign, particularly U.S, markets, 
technical assistance and technology would contribute significantly to the 
generation of new jobs and foreign exchange. 

- Can TIPS succeed without a credit component? The consensus of the project 
analysis team was that the strategy established in the A.I.D., Washington 
guidance cable is sound. This approach recognizes the symbiotic 
relationship between credit and technical assistance in business 
development. Accordingly the first phase of this project will establish 
GOES and private sector export and investment promotion services. While 
these services are being created a comprehensive analysis of the 
Salvadoran banking system will be made to establish the basis for an 
investment credit program to begin shortly after the support services are 
initiated. In addition to USAID supported credit, there are IDa programs 
designed to support industrial recovery. 
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- Will TIPS substantially improve the ability of Salvadoran businesses to 
expand or will it merely extend the scope of existing technical 
assistance? The design team found that Salvadoran business support 
institutions presently lack the orientation and organizational 
capabilityor resources to provide aggressive and industry specific export 
and investment services required by local enterprises. TIPS will not 
focus on technical assistance ~~ nor on general technical assistance 
requirements of potential Salvadoran exporters. It will aggressively 
pursue the success of the specific commercial projects it supports by 
identifying the technical resources they require and providing timely 
access to them. The project analysis team concluded that this enterprise 
specific focused business promotion effort is required to create new 
export businesses in EI Salvador and to expand existing ones. 

- Should TIPS have "in-house" product specific technical assiatance 
capability? The project analysis team recommended that the problem which 
TIPS should address is the access of a specific enterprise to product or 
industry specific information and technical support. Thus it was 
concluded that TIPS should have strong outreach capability to contact 
potential investors and exporters and to link them with the tailored 
resources they require to bring their projects to fruition. 

- Should TIPS be product specific? Given that TIPS will not have in-house 
product specific expertise and that its activities are promotion and 
linkage, the design allows the TIPS team to develop an implementation 
strategy which focuses cn sectors in which El Salvador has the greatest 
opportunities. 

- Should TIPS be a trading company? The project analysis team found that 
product or sector specific trading companies have a very important role to 
play in the development of exports from El Salvador. Thus it would not be 
efficient for TIPS to be a general trading company and creating TIPS as a 
product specific ~rading company would drastically reduce its business 
development impact. Salvadoran entrepreneurs have begun to create product 
specific trading companies. TIPS can provide much needed technical 
assistance to these enterprises but should not compete with them. 

- Should TIPS concentrate its efforts on reactivation of unused Salvadoran 
industrial capacity? The project analysis team concluded that 
reactivation of unused factory capacity can contribute to the reactivation 
of the Salvadoran economy but that greater opportunities exist in the 
creation of new industries, particularly agroindustries and in development 
of drawback industries. The TIPS design therefore does not exclude any of 
these vehicles for generation of employment and foreign exchange. 

Should the TIPS activity be performed by the GOES? ~ne project analysis 
team feels that there is a consensus in EI Salvador that production and 
marketing are private sector functions and consequently that it would be 
logical and most efficient to provide s~ecific assistance to commercial 
projects through a private sector organization. 
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In addition to providing specific assistance to individual businesses TIPS 
will organize focused commercial missions to the U.S. and third countries 
to develop specific export and investment opportunities. These would 
include interested Salvadoran businessmen to negotiate specific contracts 
and a representative of the GOES to show government support for the 
mission and to provide guidance on the legal and policy environment in 
which exporters and investors operate in El Salvador. 

- Should TIPS become a self sustaining program within FUSADES? The project 
analysis team recommended that in order to achieve the maximum business 
development impact during the project period, a higher level of effort 
must be made by TIPS than that which could be supported without any 
financial support from A.I.D. Thus the proposed design does not assume 
that TIPS will develop the capacity to pay for itself by the end of the 
third year. The design will, however, give FUSADES the institutional 
capability by the end of the third year to operate TIPS without assistance 
from an external contractor. This will be achieved by having three 
Salvadorans on the El Salvador core team and by having FUSADES directly 
responsible throughout the project for management of the TIPS contract. 

- Can a contractor able to provide the services required by the TIPS program 
be found? The consensus of the project analysis team is that there will 
be few if any contractors who will be able to provide all of the required 
services through "in house" resources. The successful contractor will 
have to excel in the ability to offer direct access to existing networks 
through which Salvadoran entrepreneurs can ~e linked with technical 
assistance, markets and potential coventur~ partners. It is believed that 
computerized information networks will play a secondary role and that 
networks which involve U.S. and third country businesses directly w~ll be 
the most effective instruments of providing the linkDges required by the 
program. Thus a strong U.S. based team of professionals dedicated 
exclusively to development of business opportunities for El Salvador will 
be required to support the efforts of the El Salvador based core team 
working with FUSADES. 

b. Association Strengthening Activities (ASA) 

- How will the transfer of information, know-how and technulogy mentioned in 
the Industrial Stabilization and Recovery PIn be coordinated with TIPS? 
TIPS will provide to individual entrepreneurs the technical assistance and 
information required for successful implementation of specific projects. 
By channeling the transfer of information, know-how and technology not 
relatec to a particular project through Salvadoran business associations, 
ASA helps prepare businessmen to take advantage of TIPS and reduces the 
demand on TIPS for general information which is necessary within the 
project but not directly contributor.y to fulfillment of the TIPS objective. 
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- Why assist Salvadoran business associations to provide better export 
related information and training to their members? The interviews which 
the project analysis team held with Salvadoran businessmen indicated that 
they do not rely on business associations for technical assistance and 
guidance and that the major role of these associations is defense of self 
interest in the public and private policy process. Most potential 
exporters are members of a business association and all business 
associations interviewed expressed interest in offering more relevant 
technical services to their members. The general information and training 
required to help businessmen consider entry to new export markets could be 
provided by business associations. Their involvement in this activity 
would have the positive side effect of bringing the private sector 
together in an apolitical effort to increase exports. 

- Why provide assistance to Salvadoran business associations through 
FUSADES? The project analysis team confirmed the notion that FUSADES as a 
broad based apolitical private sector organization is uniquely qualified 
to work with all business associations. It also found that, due to the 
complementarity of TIPS and ABA, both programs will be strengthened by 
placing them under the management of the scme organization. Interviews 
with many business associations indicate that they would accept USAID 
technical ~upport channe]ed through FUSADES. 

- What staff should ASA have? The project analysis team decided that ASA 
should be operated by a small staff at FUSADES with financial rf~sources to 
develop technical materials and organize sem~nars and workshops. The idea 
of contracting a U.S. based materials development team was rejected 
because it was considered to be expensive and less flexible and efficient 
than short Lerm technicPl assistance focused on a specific subject. 

c. Policy Research and Development 

- Why should A.I.D.fund private sector studies of policy issues, many of 
which are ultimately defined by the government? The project analysis team 
found that it is appropriate and consistent with healthy public policy 
development for the private sector to express to the government its views 
on economic issues of national importance. The Salvadoran private sector 
do~s not have the institutional resources to prepare objective and 
technically sound studies on these issues. It is therefore considered 
appropriate for A.I.D. to provide financial support for private sector 
studies performed to create the technical basis for policy recommendations 
to the GOES on economic issues. 

- Why provide funds to FUSADES to perform economic studies? Though each 
member of FUSADES has his or her own personal political orientation the 
organization has proven by its actions that it is apolitical. It is 
therefore in a unique position among Salvadoran business associations to 
perform objective technical analyses of economic issues and when 
appropriate to present those studies to the GOES for policy 
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consideration. The project analysis found that such objective studies 
have the potential to help private and public sector leaders analyze the 
alternatives available to E1 Salvador. 

- Should A.I.D. finance the creation of an economic studies unit in 
FUSADES? The project analysis team feels that FUSADES must have a core 
staff of two professionals to coordinate its economic studies program. 
This staff with the guidance of FUSADES management, would identify topics 
to be studied, would prepare the terms of refer~nce for the studies and 
supervise their contracting and implementation. The team feels that 
creation of a larger full time staff to perform economic studies would 
create expensive overhead for FUSADES and reduce the versatility of its 
studies department by limiting its capability to that of its staff. 

- Should the private sector studies to be financed by A.I.D. deal with short 
or long term issues? The project analysis team felt that subjects in both 
time frames could be appropriate for A.I.D. 

2. GOES EXPORT AND INVESTMENT PROMOTION 

The neeJ for and appropriateness of the specific types of assistance 
proposed under this project have been established as a result of a number 
of studies by A.I.D., other donors, and Salvadoran Organizations. All of 
these studies have been aimed at analyzing the causes of the current 
Salvadoran economic crisis, the p~ognosis, and the steps required to 
address the situation. It is from such analyses that the Salvadoran CBI 
goals and objectives have been generated, and A.I.D. and other donors 
(IBRD, IDB) have served to identify required changes, and the areas in 
which A.I.D.'s contributions can best be made. Of special relevance in 
this analysis, is the area of El Salvador's foreign trade sector, 
particularly the need to develop a GOES strategy for increasing 
investments In and non-traditionnl exports from El Salvador. The need to 
provide in a period of economic restructuring the capacity to respond in a 
fle~ible and timely manner for policy analysis, planning, administrative 
and managerial improvement, and to selectively implement changes, is 
self-evident. 

The project analyses confirmed the need for the type of assistance 
proposed under this component. The technical soundness was found to be 
predicated on an approach which retains flexibility, supports greater 
coordination between the key GOES agencies, fosters greater cooperation 
between the public and private sectors, and builds in access to local 
currency resources for operational implementation as the need and 
opportunities arise. 
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B. ECONOMIC ANALYSIS 

1. Macroeconomic Implications 

The economic analysis in the Industrial Stabilization and Recovery PIn 
provided considerable evidence to support the conclusion that El Salvador 
possesses the potential to export to the U.S. and other developed countries 
1/. To begin with, the present extent of idle capacity is such that 
manufacturing output could increase substantially with modest additional 
investment expenditure. A sizeable expansion would result in the creation of 
additional employment as well. \Jith approximately 25 to 35 percent of the 
national labor force now unemployed, the expansion could be accomplished with 
no additional expenditures for training, whether on the job or otherwise. 
Finally, there is evidence that Salvadoran industry can compete in the 
international marketplace. A comparison of costs of production in EI Salvador 
with prevailing world prices indicated that the country has significant 
comparative, or cost, advantages in the production of goods such as processed 
foodstuffs, beverages and tobacco; paper; metals; and chemicals. 

The Project is designed to facilitate the export of non-traditional products 
to extra-regional markets. It will use a variety of methods to accomplish 
that objective. These include institution building as the major meana to 
achieve the Proj~ct purpose. 

From a methodological point of view, the economic consequences of projects of 
an institution building nature are especially difficult to quantify. In order 
to examine the macroeconomic effects of Project activities, therefore, the 
analysis begins with the assumption that there will be a permanent and 

constant increase in non-traditional exports of 5 percent annually as a result 
of the Project. This assumption is considered to be a conservative assessment 
of the Project's potential payoff for the following reasons. First, it 
assumes that the institutionalized capacity to promote exports simply serves 
to maintain the 5 percent increase achieved during the life of the Project. 

l/ef. Industrial Stabilization and Recovery PIn for the complete analysis, 
together with supporting data. 
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In practice, of course, it would be considered reasonable to assume that once 
insta~led, that institutional capacity would continue to result in successive 
annual increments in absolute terms in non-traditional exports. Secondly, the 
once and for all 5 percent increase in exports assumed is but a fraction of 
the historical performance for exports of manufactured goods. Between 1960 
and 1978, for example, the latter grew at a compound annual rate of 14.1 
percent. 

Finally, it must be emphasized that the five percent increase assumed is a 
truly modest figure in both relative and absolute terms. In recent years 
non-traditional exports to extra-regional markets have accounted for 
approximately 7 to 8 percent of total exports. Five percent of the figure 
represented $2.83 million in 1983. 

Although moderate, the once only five percent assumption produces a highly 
favorable economic rate of return. The following analysis demonstrates that 
an increase in non-traditional exports of that amount would produce an 
internal rate of return of 32.5 percent. 

Balance of Payments 

Non-traditional exports to extra-regional markets totaled $56.6 million in 
1983. An increase of five p~rcent attributable to the Project would raise 
that figure by $2.83 million. Assuming fixed input coefficients, the 
additional output for foreign markets would require imported raw materi.als and 
intermediate goods equivalent to approximately one half of its F.O.B. value 
-46 percent- or $1.3 million. The net increase in foreign exchange earnings 
generated would thus be about $1.5 million. 

Employment 

The relatively labor intensive nature of most non-traditional industries 
implies that a five percent increase in exports would have a substantial 
effect upon employment. This is especially true given the strong backward 
linkages of agroindustrial and textile producers into the domestic economy. 
Based upon 1982 industrial sector data, and USAID estimates of labor 
productivity for the affected sectors, the mean average output per worker is 
about ~22,500. An increase in output of $2.83 million would thus imply the 
direct-creation of 497 new full time positions at the parallel market exchange 
rate. As dicussed in greater detail below, there would also be twice that 
many additional positions created indirectly. The total estimated employment 
effect would thus be 497 multiplied by three, or 1,491 new jobs altogether. 

Income 

Based upon 1978 survey results, the average manufacturing sector wage, 
including fringe benefits, and corrected for wage increases permitted 
subsequently by the ·GOES, would amount to approximately ~6,750 per year. 
For all 497 positions created directly, the wage bill would amount to an 
estimated ~6,453,OOO. The figure represents only about 30 percent of the 
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gross value of the increase in production. It would represent nearly 60 
percent of total value added in the manufacturing sector by the increase in 
output, however. 

Investment 

Given the amount of excess capacity in the manufacturing sector at present, it 
would appear, at least on the surface, that an increase in the value of 
exports of the magnitude examined would not lead to additional investment. 
Recall the earlier discussion, however, concerning the structural deficiencies 
in the manufacturing industries promoted by the CACM. Given those 
shortcomings, not to mention the accumulation of five years with little 
maintenance of plant and equipment and even leBs new investment, it is the 
USAID's belief, after careful study, that the activities designed in the 
Project would require new investment. Indeed, it is estimated that new 
private sector investment in an amount approximately equal to the increase tn 
exports, or $2.83 million, would be required. 

Indirect Effects 

All of the above refer exclusively to the direct effects of a five percent 
increase in non-traditional exports. Providing that the increase is a net 
increas~, there would be substantial indirect effects, as the increase in 
spending reverberates throughout the economy. A a rule of thumb, one could 
expect the total multiplier effects to approach, on the average, at least 
twice the amount of the direct effects. This would be expecially true in the 
present i:lustration, given the relatively strong backward and forward 
linkages found in agroindustries, textiles and so forth. 

Sensitivity Analysis 

A sensitivity analysis of the economic rate of return to the project was 
carried out for each of the following adjustments to the assumptions cited 
above: 1) a three year delay in the stream of benefits, 2) a ratio of 
indirect to direct benefits of only 1:1, 3) export grwoth attributable to the 
project of only a 3% constant rate. For each of these cases, the rate of 
return exceeded 12%. 

Summary and Conclusions 

The precise impact of the Project on export performance during the next few 
years has only been roughly estimated. Agency experience with this kind of 
project is relatively recent and, for the most part, requires further 
evaluation before more meaningful estimates can be made. The purpose of the 
preceding, therefore, has been simply to illustrate that the Project's impact 
on non-traditional exports does not have to be very large, either absolutely 
or relatively, in order to produce acceptable results from the perspective of 
cost benefit analysis. The five percent increase in exports along the lines 
set forth in Table I would produce an IRR of 32.5 percent. 
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Table I
 

Cost Benefit Analysis of a Five Percent
 
Increase in Nontraditional Exports
 

($OOO's) 

Annually 
1985 1986 1ge7 1988-2004 

I.	 Total Costs 

A.	 USAID 2562 3452 3436 

B.	 GOES 1017 2678 2175 

c.	 Private Sector 2017 2620 2547 

l.	 Operating 1/ 602 1225 2547 
2.	 Investment-2/ 1415 1415 

D.	 Total 3579 8147 8251 2547 

II.	 Total Benefits 

A.	 Foreign Exchange 
Earned 3/ 708 1415 2830 

B.	 Indirect Effect 1415 2830 5660 

c. Total 2123 4245 8490 

III.Net Benefits -3579 -6024 -4006 5943 

1/	 Assumed to be 85 percent of II.A in 1986 and 1987 and 90 percent of Il.A 
for	 each year between 1988 and 2004. The additional 5 percent after 1987 
is	 for maintenance of new investment made in 1986 and 1987. 

2/	 One-half the U.S. dollar value of a total investment equivalent to $2.830 
million in years 1986 and 1987. Assumes that total investment for both 
years will equal the total value of the annual increase in exports. 

3/	 Assumes that foreign exchange earnings will be equivalent to 25 percent of 
the	 five percent increase in export.s in 1986, 50 percent in 1987 and 100 
percent thereafter. 

The	 lRR is 32.5 percent. 
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2. Microeconomic Implications 

Inability to determine a project's economic efficiency on cost benefit grounds 
requires the performance of the less rigorous cost effectiveness analysis. 
The latter requires the identification and costing of practicable alternative 
methods of achieving the project purpose. Exhaustive reviews of alternative 
means for accomplishing Project purpose in the present Salvadoran context at 
both the PIO and PP stages of project development disclosed no viable 
alternatives to the Project as designed. This was especially true for the 
development of the information system, the strengthening of export incentives, 
policy studies and the transfer of technology. Indeed, while similar in 
design to several other Agency projects with the same purpose, there is reason 
to believe that the present project is a more cost effective alternative for 
El Salvador given the current state of the country's economy. 

Every effort has been made to incorporate in the design of the project and in 
terms relevant to El Salvador's current situation the lessons learned from 
similar projects implemented in other countries. 

C. SOCIAL SOUNDNESS ANALYSIS 

1) Social Context 

The social context within which this project will be implemented is one which 
is characterized by a vigorous private entrepreneurial class dedicated to 
industrial development and an industrious working class. The civil 
disturbance in the country has caused a number of businesses to close down, 
a:ld the economic downturn has caused many firms to operate at less than full 
capacity (i.e. 35-50% of capacity.) In spite of the above, industries remain 
determined to regain their 1978 levels. 

Salvadorans have historically placed great emphasis on education, formal or 
informal, as a means of social mobility. Both the labor and the 
entrepreneurial work force place an emphasis on hard work and advancement by 
means of learning new skills in or.der to raise the level of the job they are 
doing. It is a tradition of the Salvadoran private sector to be viewed as the 
"Taiwanese" of the CACM. This business aggressiveness can be harnessed under 
the A.I.O. project in order to expand exports. 
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2. Beneficiaries 

The project activities will have an impact on managers and workers in the 
factories and enterprises that will increase their capacity due to exports of 
their product. Many of the workers in the manufacturing sector have 
traditionally been women. Small producers, who are either members of 
cooperatives, producer associations, or trading company clients will also be 
beneficiaries of the program. These producers, as suppliers of the raw 
materials for food processing plants and other industries, will be direct 
beneficiaries in that they will have new or alternative markets for their 
product. Other employees will also be indirect beneficiaries of this 
project. Those farms, firms, and johbers that provide goods and services to 
the primary firms will expand their work force to meet this new demand. 

The project will provide the resources (technical assistance, information and 
technology transfer) for these businesses to expand production and 
productivity, resulting in reduced unemployment and increased earnings. It 
will also provide the stimulus needed to create new jobs. The social 
implications of the employment and income impacts on beneficiaries and their 
families are high in a country experiencing very high unemployment and 
internal violence. The importance of saving jobs and creating net new jobs 
benefitting, in large part, the lower social strata (earning US$120/monthly or 
less) representing some 90% of the population, cannot be overstated. 

3) Impact 

The project is both feasible and consistent with the social environment in 
which it will operate. The project provides needed services to several groups 
within the private sector, such as small, medium and large businesses involved 
in exporting. The increased export opportunities and services provided under 
this project will allow these industries to expand their production and 
exports or to initiate new productive ventures. 

In addition, by asgisting the entrepreneur to improve bur-iness efficiency and 
productiVity the project will contribute to increasing his/her total income. 
Some of this increase will be reinvested in the business; some will be taken 
in the form of a "salary" increase. It is expected that a portion of 
increased business income will be passed on to employees in the form of higher 
wages as productivity increases. 

Both for the entrepreneur and for the employee, higher incomes increase the 
ability to save and at some point invest in improving the basic conditions of 
life through improved housing, nutrition, clothing, education, or increased 
leisure. 
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D. ADMINISTRATIVE ANALYSIS 

1. FUSADES 

A. Organization 

1. Legal Status 

The Salvadoran Foundation for Economic and Social Development (FUSADES) is 
a Private Voluntary Organization (PVO), organized on May 9, 1983, under 
the laws of El Salvador. It is a not-for-profit, tax exempt organization 
under existing laws. The Executive Branch of the GOES approved FUSADES' 
bylaws on August 22, 1983, and the latter were published in El Salvador's 
Official Gazette No. 164, dated September 6, 1983. 

The Certification of FUSADES as a PVO _as signed by USAID on June 2, 1984. 

2. Financial Status 

FUSADES has authority from its General Assembly to commit its own funds 
and does not receive a direct subsidy or funds from the GOES budget. It 
can disburse funds without obtaining approval from other institutions, 
private or public. A copy of the Balance Sheet and Profit and Loss 
Statement as of December 31, 1983 was prepared by Peat, Marwick, Mitchell 
& Co. and certified to be made in accordance with generally accepted 
accounting principles. 

3. Pattern of Organization 

FUSADES iA organized along a semi-collegial form of bureaucracy. In the 
Organization Chart presented as Annex 12, Ins~itutional Background of 
FUSADES, the hierarchical descending order is as follows: first the 
General Assembly of Founding Members, then the Board of Directors, the 
President, the Executive Committee, the Executive Director, and following, 
the six "Permanent Areas of Interest" with a Commission ~u charge of each 
area and working groups in charge of each specific program within those 
areas. The personnel at FUSADES reports directly to the Executive 
Director, although some personnel may be permanently assigned to one of 
the areas. 

The Commissions and Working Groups for the spe~ific programs are formed by 
Voluntary Founding Members, special guests (non-members), external 
consultants and employees. The six "Permanent Areas of Interest" for 
FUSADES are as followS: a) Communications, b) Research, c) Economic 
Development, d) Social Development, e) Institutional Development, f) 
International Affairs. This is currently under review. 
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B. Management 

The Board of Directors has delegated authority to the Executive 
Committee. The Committee has delegated authority to the President and the 
Executlv~ Director. Partial delegation of authority has been given to the 
International Affairs Manager. 

The competence level of FUSADES Management is high. Annex 12 presents a 
brief description of the educational background and work experience of the 
FUSADES executives and staff. 

C. Staffing 

FUSADES has been able to attract qualified staff support to implement the 
activities described in Section VII.D.l.A.3, above. In order to implement 
the activities contemplated under this project, FUSAD~S will have to 
reestructure its organization and expand its st~ff. The FUSADES staff 
positions which would be financed with project resources include an 
Executive Director; three professionals for the TIPS program; two 
professionals for the ASA program; an Accountant; and secretarial and 
other logistical personnel. There is no shortage of qualified executives 
in El Salvador at this time. Furthermore, the salary levels that the 
Project will help to pay, are attractive enough to ensure that the best 
professionals in El Salvador become interested in working for FUSADES. 

D. Conclusion 

In order to help FUSADES develop the organizational structure and 
administrative systems and procedures necessary to increase the chances of 
successful implementation» one person month of technical assistance is 
being provided to FUSADES with PD&S funding. The objectives of this 
technical assistance are as follows: 

1.- To formulate and implement an overall organization strategy and 
action plans for the short and medium term 

2.- To train the members of the Executive Committee in matters relating 
to execution of programs in development organizations 

3.- To analyze the present organi,ational structure of FUSADES and make 
recommendations for changes to enable it to undertake greater 
responsibilities; and 

4.- To further define the qualifications of the new staff to be hired by 
FUSADES. 

It is also important to note that during the past year FUSADES has done an 
excellent job in managing the $185,000 Specific Support Grant Agreement 
called "CBI and Private Sector Support", and that all the members of 
FUSADES, including Directors, have demonstrated a high degree of 
commitment to their organization by devoting time and effort to FUSADES. 
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2. GOES 

As indicated previously, various EI Salvadoran public and private sector 
entities will be involved in the implementation of project activities. The 
Ministry of Planning (MIPLAN) will have the responsibility for coordinating 
the various public sector project activities. This role is consistent with 
that which it normally plays within the GOES. The Ministry of Foreign Trade 
will be the primary implementing agency for the GOES component of the project. 

The GOES commitment to support the activities proposed under the project is 
indicated by the fact that they have established the implementation 
responsibilities anj control required to undertake the activities thus far 
envisioned. For example, in order to support efforts to formulate and 
implement new export policy and plans, the GOES has established an 
Inter-Ministerial Committee composed of Dr. Fidel Chavez Mena (Minister of 
Planning)-Chairmanj Lic. Manuel Morales (Minister of Foreign Trade); Lic. 
Alberto Benitez (President of the Central Bank)-Secretary; Dr. Ricardo 
Gonzalez Camacho (Minister of Economy); Sr. Ricardo L6pez (MInister of 
Treasury); and Ing. Aquilino Duarte (Minister of Agriculture). This group 
will be responsible for: 

Developing the necessary governmental measures to implement a program 
aimed at e.~panding the production of non-traditional products and their 
export to extra-regional markets. 

Proposing changes in the laws and regulations aimed at structuring the 
legal framework necessary for the development of private export trading 
companies for marketing non-traditionsl products. 

Monitoring the effective execution of all measures taken by the GOES aimed 
at increasing the export of non-traditional products. 

Related both to the concern for overall economic policy and planning, and 
particularly to the need to attract investment and promote exports, the 
recently appointed Minister of Foreign Trade (MICE) Lic. Manuel Morales, has 
expressed his personal interest, and that of the GOES, to develop and 
coordinate a coherent and cohesive export and investment strategy and plans 
among GOES ministries and agencies, and between the GOES and the private 
sector. 

Prior to the approval of any project-financed activity, the capacity of the 
implementing entity will be assessed in terms of Its ability to provide the 
necessary level of management, and to process and act on recommendstions. In 
the event that such capacity does not exist in a particular instance, A.I.D. 
may elect, under the terms of the Project Agreemenc, to directly implement an 
activity, such as a study or development of a plan. 
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VIII.	 CONDITIONS AND COVENANTS 

Two separate agreements will be signed to obligate the project's funds. A 
Cooperative Agreement will be signed with FUSADES for obligating project funds 
for the Private Sector Expnrt and Investment Promotion component. A Grant 
Agreement will be signed with the GOES for obligating project funds for the 
GOES Export and Investment Promotion component. The conditions and covenants 
to be included in each of the two obligating instruments are as follows: 

A. Cooperative Agreement 

1. Conditions Precedent to Disbursement 

a)	 Conditions Precedent to Initial Disbursement 

Prior to first disbursement of project funds under the COQperative 
Agreement, or the issuance by A.I.D. of documentation pursuant to 
which disbursement .ill be made, the Grantee will, except as the 
Parties may otherwise agree in writing, furnish to A.I.D. In form and 
substance satisfactory to A.I.D.: 

(i)	 A statement by the Board of Directors of FUSADES in which it 
names the person empowered in FUSADES to receive the funds 
provided under the Cooperative Agreement and of any additional 
representatives, together with a specimen signature of each 
person so designated. 

(ii)	 Evidence that FUSAnES has established a separate colon 
denominated bank account to control the receipt and 
disbursement of all project funds. 

(iii)	 A statement by FUSADES which indicates that it has initiated 
or will initiate a reorganization of FUSADES to enable it to 
undertake an expanded program of activities. 

(iv)	 A statement by FUSADES which indicates that it has appointed 
or will appoint an Executive Director who can assume executive 
responsibilities for FUSADES' new, expanded activities. 

(v)	 Evidence that FUSADES has established and will maintain, in 
accordance with generally accepted accounting principles and 
practices, consistently applied, books and records related to 
the Cooperative Agreement, adequate to show without 
limitation, the receipt and use of all goods and services 
acquired under the Cooperative Agreement. Such books and 
records will be audited annually, in accordance with generally 
ar.cepted auditing standards and be maintained for at least 
three years after the date of last disbursements by FUSADES 
under the Cooperative Agreement. 
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b)	 Conditions Precedent to Subsequent Disbursements 

Prior to any disbursement under the Cooperative Agreement for TIPS, 
ASA, or Policy Research and Development activitie&, or to the 
issuance by A.I.D. of documentation pursuant to which disbursement 
will be made, the Grantee will, except as the Parties may otherwise 
agree in writing, furnish to A.I.D. in form and substance 
satisfactory to A.I.D.: 

(i)	 An implementation plan and budget for the first year of the 
project's activities. 

2. Covenants 

(i)	 FUSADES will agree to pay no more than reasonable prices for 
any goods And services financed in whole or in part under the 
Cooperative Agreement. Such items will be procured by 
employing fair and good commercial practices to assure the 
most effective use of the funds provided. 

(ii)	 In addition to FUSADES' submission to A.I.D. of the project's 
first year implementation plan and budget, FUSADES will submit 
to A.I.D. for approval subsequent annual implementation plans 
and budgets for project financed activities. 

(iii)	 FUSADES shall covenant that A.I.D. will be able to brief and 
debrief consultants, participants and invitational travelers 
financed under the Cooperative Agreement and will be furnished 
copies of reports produced by such persons. 

3. Waivers 

The Mission	 foresees the occasional need to grant a waiver from A.I.D. 
Geographic	 Code 000 eligibility for the procurement of technical 
assistance	 or training services, including observation trips, to 
facilitate	 the achievement of the project's purpose. The Mission thus 
proposed to	 grant such 'waivers to allow for services from A.I.D. 
Geographic	 Code 941 on a limited case by case basis. 

B. GOES Grant Agreement 

1. Conditions Precedent to D~sbursement 

a)	 Prior to any disbursement of project funds, or the issuance of any 
commitment document under the Grant Agreement to finance any specific 
activity, the Grantee shall furnish in form and substance 
satisfactory to A.I.D., a complete description of su~h activity which 
shall include, but not be limited to its budget and implementation 
schedule. 



46
 

b.	 Prior to any disbursement, or the issuance of any commitment document 
under the Grant Agreement to finance any implementing entity for an 
approved activity(ies) under the project, the GOES shall furnish in 
form and substance satisfactory to A.I.D., a statement of the name of 
the person holding office in said entity and legally empowered to act 
for said entity with reference to the Agreement. 

2. Covenant 

A.I.D. will, upon request, be able to brief and debrief consultants, 
participants and invitational travelers financed under the project and 
will be furnished copies of all repucts produced by such persons. 

3. Waivers 

The Mission foresees the occasional need to grant a waiver from A.I.D. 
Geographic Code 000 eligibility for the procurement of technical 
assistance and training services, including observation trips, to 
facilitate the achievement of the project's purpose. The Mission thus 
proposes to grant such waivers to allow for services from A.I.D. 
Geographic Code 941 on a limited case by case basis. 

IX.	 EVALUATION ARRANGEMENTS 

A. Evaluation Plan 

1. Annual Reviews 

The Mission will conduct two annual reviews with FUSADES and MICE to assess 
progress in achieving the project's objectives, weigh methods to improve 
performances and consider possible modifications to project implementation and 
design, as appropriate. The reviews, which mayor may not include outside 
assistance, will be held towards the end of the first and second years of the 
project. Each review will thus serve as the basis [or the subsequent ynar's 
implementation plan and budget. 

2. In-Depth Evaluation 

In addition to the annual reviews, USAID will undertake with project resources 
one formal, in-depth evaluation using AID/W assistance or independent 
contractors. The evaluation will carefully assess the appropriateness of the 
project design and methodology. This evaluation ·'Till take place at the end of 
the second year of the project and will examine the progress made hy the GOES 
and by FUSADES toward achievement of the project purpose. The evaluation of 
the GOES component will give special attention to the efficacy of GOES policy 
and institutional systems for promotion of non-traditional exports and 
investment which have been developed or strengthened with project assistance. 
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The changes in levels of production for exports in the San Bartolo Free Zone 
which have occurred as a result of project assistance will also be assessed. 
The evaluation of the FUSADES component will focus on the institutional 
capacity of FUSADES and the U.S. contractor for the TIPS program to carry out 
the activities envisioned in the project. In addition, the evaluation will 
also review and assess, from a small sampling: (a) the changes in levels of 
productivity, job creation and exports which have occurred as a result of the 
results-oriented TIPS program; (b) the ability ot producers to apply new 
information or skills within their respective busin~sses; (c) the utility of 
association strengthening activities to the producer members of associations 
assisted under the project. 

The recommendations made in this in-depth evaluation will provide guidance to 
USAID, the GOES and FUSADES on whether ongoing project activities should be 
continued, modified or terminated and whether or not other activities will 
need to be incorporated. In the course of project implementation, should the 
Mission detect the need to accelerate the schedule for the formal evaluation, 
it will make the appropriate arrangements. Similarly, should the Mission 
desire to conduct an additional formal evaluation in response to presently 
unforeseen circumstances, it will proceed to do so using PD&S funds. This 
in-depth evaluation will determine th~ need for further evaluations. 
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Co GIVEN T1 f t COM?U~XITY OF T5'E .L.CTI\'ITI~S PPO?CSZD Atm 
'raBIR DISF;":~AT'S ri}.'l'U?:2, "N~' RrOU;;ST Tt=:\T TE'S CREDIT AtJD TH'S 
IIlV;'STIE~~T ;.~ID EXPORT ?P.OMOTIO~! ACTIVITIES ~E PRE.SE~;T~D IN 
SEPARA TL P?S. .-. , ._ ..... _ ..~_.-. "') .. 

:\CTION To:_C.03 , 
~. IN VI:':';;' or THE G'E~IERAL ~J;'.TTJRE OF TEE ?P.OJ~CT ACTION D:.!c: ~;. 1_3_':.--_ 
D:;SCRI'PTIOf~, AND TE'S LAPGE NUi1]~? OE' SOE-PROJiCTS - _..--- J-
COtlTAUIED IH T?~ PH', ON!-Y A LIMI~ED DI::;CUSSIor~ or TEE 

\
. ,.. /n· I I 

ISSUES It.·I·S t:~JD:?TA~EN, I.~E ;]l'(;Z T::!: r'IISSIO~1 TO R:::VE','! 'I'EZ ",;'~' \:;-:"':: I :'Z? 
ft..I.D. POLICY PAP~PS y,;EICH R~LA'l'E '!'O T3::: ,?P'O,J::CT, PPS M:D ; D~I~ ~ !I_-~.-.,-_._-:_J~._.l:·:l:.:.. j
 
IVALUATICNS eN SI~ILftR PROJ:::CTS, AND T~E hVAIL~Et~
 
LITEF.ATU?E o~~ Ir--;V=:S'l~::t;T Arm ~XPO::iT P?O~O'I'ION AC'1'IVITI'?S f'1 fJ /1 .. /~.:.~)
 
IT IS REQtiESTED TF.?T 'ff!'E MISSIO~1 CO~~SiJLT \'/17:1 T?::: EURrA,U :;;J?:"; /\- __ I _:':'~E r.
 
\'REN D"EVI ;,'iIOI:~ nOM peLICY 'IOT DISCUSSEr .f,,'r Tli~ I;AEC ARB p~7; . . : :.~~: 
COt\T:£~PLAT~D. i :~--------

SLJui~c t: P. 9· ~:.-7. 
1,.. ~r;~O-H:DtTSTRI .~~ CPE'!T: TEI Ir~S!ITt'TIONH ~. "':I:'~-,-_-

\AF.P.ftl~~~~:·:TS :0P T:-:t~ P:~CG?.t.'1 A:?:'.~? '~':'~.<. !'E~, ?FO·JFcr:' 1 _
 
~;llL F?F.~~:·,':'L"( ?:'~~II~::- S'U.:F ~Tn!':: U? .a.t;i) TiiAI~I1~,'G T'~hT
 t .. '...:;1 .... ". . ... ~:. 

~ILL D7tA! I~?LE~E~T~TIOH. F~aTF~?, IT APPEA~S :~PT TRR 
l W,;I..I. . q~~7J '- (.'A. :~:r-

HF. FA~ ':('\T :11~;CTI(l~:::': '\l'~tL TO :.t..':':'~; ':::'..:S t TS:::E ~!'.'! ?,:: NO 
.f /1.. i ,

.1,I'1J-l.'1 (l \.;;/ , .,. -- 'r:I~~E PI:P."!.'!'1~S n' CTH::":{ A:T=:?:NtT I\'~S 1~~CLUrJ /·,G A ??I'/ATE r, v· .. r.' ,., ~ / ~ 7 .
_" 1=_..._'-'/" :,'::1 I , __ 

'ITI" S . 'i '.11 
153P.'1Z/Z1·· •. _.- .. - - ._--, 

,I ." ,\... • \:... I •. •• 
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6. cnrDIT FOR SMALL AND M:ED!t~ SIZED FIRMS: ~OR THIS 
ACTIVIiY, ~E AR! CLEARLY CONS!~~?!HG A BROAD FEOGRAM IN 
SUPPORT O! DOMESTIC INDU~TRY. M~A~Ll ALL OF T2ICE ~OULD 

JALL INTO THE CATEGORY or S~ALL O~ MEDIUM EUSINESS. THE 
HISSIOI~ SF.CUlD THZ A ]i\OAD LOO:{ ;'.'1' T?E "l::.DS OF T;:E
PRIVATE SICTOR IN T!~MS OF TEE VA~IOUS TYPZS OF CREDIT, TA 
J.ND TE';F.NOLOG! A~lD D~TER:1ItI! T?:': I'\IX OF SUPPORT M:D 
INSTITUTIONS TO ~£ UTILIlFD. CA~~rUL CO~SIDERATICN SHOULD 
IE OIViN !O THE EOLE THE PRIVATE SECTCR CEEDIT 
INSTITUTICNS ~OULD PLAY AS WELL kS A!EAS WR~RE THE PU~L!C 
IAHXING SYST!M WCUL~ PARTICIPATE. WE ~OULD VISUALIZE A 
STRONG !CLE rOR PRI?ATE INSTITUTIONS IN D!7ELC?~rNT 

LENDING AND MERCHANT BANII~G AS WELL AS HAVING ENTRY INTO 

COMMERCIAL EANKING OPERATIONS. 

? CREDIT FOR MICRO BUSINESS: AGENCY AND OTHER DONOR 
n;PERHIICZ ',nTH SMALL HID MICP.O-FUSIr~zss CEF-DIT pF.or;RA~'S 

BAS BEEN DISAPPOINTING. ~E SUGGEST T~E MISSION CAREFULLY 
F.E1In.' A.LD. ArID OT?::R DO~lOR PPS AND t:VALUATIONS OF SUCF. 
FiOJECTS. WE EAVE LEARNZD TEAT INTEE~ST RATES AND 
INTEREST R}TE SPREftDS MUST BE BI~E ENOUGP TO GIVE 
IINANCIAL I"ST!TUTIO~S A~ INC!NTIV~ TO PAPTICIPATi I~ 
FINANCING. TECENICAL ASSISTANCE IS REQUIRED, ~HICH IS 
SIMPLE AND DIRECTED TO~ARD ACCOUNTIHG, MA~AGEMENT, AND 
SALES; AN~ COSTS SECULD E! S&AFED 3Y ]E~!FICIA~IE5. TEZE1 
SECULD BE ZARLY A~D rRrQ~lNT ZVALUATIONS OF T3! PRc~aA~5. 
TA TO ~! USZD COULt COME FROM CONSULTANTS, RETIRED 
!USI~IS~~!N, ~USIN~SS ASSOCIATIONS, AND 1IN!AGZS WITH 
OTHER SMALL 5USINESSES. . 

~. l"TIRI~T RATES: 3UiEAU POLICY IS ~PAT I~Trpr~T RATi 
SPRFAVS vDST EE ATTHACTIiE TO TS! FI~A~CING I~STITUTIOh5, 
IT 
t;e~4a 

~~CTOR ALTERNATIVE ARZ PURSUED. TP.Z MI~SION SHOULD 
~E-EXAMINE ALTrR~ATIVES ro~ TE~S PROJECT. ?REFERABLY 
inIVATE SECTO? ALTEPNA'l'I'JZS OR 'A'OEr IN~ WITH SELECTED 
EXISTING BANXS, TO tEV~LOP A PROG~AM TO SERVE 
WRO-IIIDUS.TRY. THE PID IH.DICAT:'S TEAT TEE CLIENTELE "/oULD
IE LIMITED TO FIRMS tEALING WITH P~ASE I FIRMS; TEE 
MISSION SROULD CONSIDER ALLOWING fOP. A MORE DIVERSIfIED 
'PORTFOLIO. 

5. STRUCTURAL R::rORt\ \;'OR!ING Cft.PITA!,: DISCUSSIONS AT TilE 
UAEC MEFTING ILLUSTRATED TEAT TE~ MISSION AND THE EAN~ING 
SECTOR HAS RAD EXPERIZNC! ~IT~ T~IS rYPE 01 CREDIT. IF 
rBE DIFFICULT ISSUES SURRCUNDI~~ T~! ?RO~RA~ ?OR THE 
PUP.CHASE OF STAT~-O''';NED !!;DUST~ r~s 'Il I ':'E ;., ~ R;\?I AN REFOIH'\ 
EONDS CAN EE 3~SOLVED, THIS FRO~~~~ 530UL~ MOVE QUICKLY.
I" DESIGNING THE FROPOSAL, TE? MISSION SEOULD WeR! TO 
SPREAD THE RISKS OF TAIS PROG~AM !S WIDELY AS POSSIBL~ 
VITBHl THE 3A:HIrIG SYST:E:1. 

A..'JNEX 1
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lND THAT INTEREST RAT~S BE POSITIVE IN REAL TERMS. 

. 'THF CREDIT PROGRAt-1S TAl(EN AS A 'flltOL'F- REPRFSENT A 
~DESTA"TIAL INTERVENTION IN THE NATIONAL PAN~ING SYST~M, 

FXCUIRING IT TO D~AL IN A NUM]!R OF NEW AR!AS AT A TIM! 
IF" THE PORTFOLIO OF THE SYSTEM IS 44 PERCENT DELINQUENT 
IR REflNAtICED. SUCR A PROGRAM \~OULD HELP TO ENTRf.I:CH TS1!~ 

~ATIO"AL EAN~ING SYSTEM AS A MONOPOLY AND TgUS P~!~!NTS 
~OLICY AND EFFICIENCY ISSUES. TErRETORE, 5ErORE MOVING 
.BEAD ~iIT:f T?E PRCGRAMS FOR SHALL AND M:;DIUM r;us rr:r.ss IS 

AnD THE FtE LIN! or CREDIT. TEE MISSION SEOULD ASS!SS TEE 
eVERALL EFFECTIvtNESS OF TE! PUBLIC BA~lING SISTZ~. AND 
!HETRER 1HE SYSTEM CiN !FFECTIVE1Y TAKE ON TEB PROPOSED 

}RCGRAM IN ADDITION TO CGM~EFCIAL BANIIrG' FUNCTIONS U~D::R 
~HE pnESINT CIHCU~STANC!S. IN MAKIN~ THI~ ASSESSMENT. TSE 
'HSSION SHOULD CONSIDER REQUESTING POLICY CHANGES WHICR 
'OOLD REOUIRE THE !AN!S TO OP!RAT3 COMPETITIVELY .AND 
rrr·ECTlVELY. THESE CO{!LD :BE ~'EASUii:ED BY PROFI'lt},BILI Y, MID 
~HICH ~OULD KEEP THE EAN!ING SECTGR OPE~ IN A PRACTICAL 
~:EI:SE TO TEE ESTA3LISEMENT OF PRIVATE SECTOR COl1i1rRCIAL 
iANKS, FINANCIERAS. AND OTEFR FINANCIAL INSTITUTIONS . 

.0. GOES EXPORT AND INVESTME~T PROPOSAL: IN D!VELOPING 
:8IS PROJECT WITE GOES. TEE MISSION ~FOULD INITIATE A 
tJALOGUS WITH THE GOV3RN~ENT h~D TEE PRIVATE SECT0R ON 
~IRhLL FOREIGN AND DOMESTIC I~V!STM~~T AND EMPLOYMENT 
:OALS IN ALL SECTORS OVE! THE LIFE OF THE CHI; TFTS ~ILL 
~EPM1T THE ESTAELISEMENT OF GOALS ro~ FOREIGN INVESTMENT 
~FCMOTIOH ACTIVITI~S. NOTE, IN T~~ ~ISSI~Gin C0~MI~SIO~ 
IECOKMENDATIONS, WE ESTA2LISBED AH OVSRALt EMPLOY~~NT GOAL 

rOR C.A. (INCLUDING PANAMA) O! 253,000 JOBS A YEAR ~ITEIN 
5IX TRARS. THIS GOAL HAS C5ALLENCING IMPLICATIO~S FOR EL 
HLVADOR IN TER!'iS OF 'I'f.:: EFFCRTS TO ATTRACT FO~rlG11 

INVISTMENT AND STIMULATE LCCAL INVESTMENT, AND RiFAIR OR 
'tXPid~SION OF PASIC IN?RA~TRl)C,!1jR:E TO SUPPORT suc~ 
lIlVESTI1i:'lT. Il~ DEVFLOPHlG 'IHIS P~O~:1AM. TSE MISSION 
5EOULD DEVELOP WITE GOr.s & PRIVATE S!CTOR COALS FOR 
IKPLOY~t~T G!NE~ATION, INV!ST~ENT L!VFL5. TnG~TPE~ WITE 
rHE CO~iPLE,MENTARY POLICIES AtlD ?ROGP..~MS R:':QUI~ED TO 
ACHIEVE TEESE GOALS. TEE DIALOGUE A~D TEE PROJ!CT PAPE~S 
SROULD At~?ESS TF~ 01!RALL ADICUACY OF GOVER~~~~T POLICY. 
'EGULATIO~S. ATTITUDES, TAX LAWS. PRICE CO~TROLS. ETC., 
[BAT AFFICT THE FRIVATE SECTOR AS WELL AS THE GiNFRAL 
PUBLIC ATTITUDE TG~~~D PRIVATE SECTOR. A~n SHOULD El BASEt 
CN A STR~T~GY. !~CLUD1NG CO"DITIOHALITY A~ N~CZSSAFY. TO 
FROMCTr PRIVATE SYCTOR INV~STM~ST AS THE EASIC TEnUST OF 
rCCNCMIC GROWTH. ~HIL~ THE MISSION INDICAT~S ?EAT 'IE! 
CONDITIONS DC NOT YET ~XIST FOR PROMOTING FO~~Ir,~ 
I~VESTMrNT. ACTIVITIES PROPOS~D FOR FINA~CIHG UNDZR TBE 
PP.OJECT ~IL1 LAT Tr~ ]AS!C GnOUN~WORr FOR A Lf?G~ 
FRCMOTIONAt P!OC~A~. THUS. IN TEE DEVE10PMI~T OF TRE' 
nCJECT, C~.P.F.Frt },TT~tlT!O~ :::OU!.~?E GI:n::l '1'0 IF.I~~ A~l~ 
H~T A'SIAN (:i:.C. F.C~:G ·(CS~. SP~G4POf~: P:OGFA~S IN 
l~VF~!CP ~rARC~ AN~ TEEIH ~CDEtS ~~? O~l STep 
INVtS~~~~!/!XPOaT ArF?C1AL C?~TZ~S. .I~H R~~~RD TO 
I~Vt~~~!"T FFO~OTI0~ ~~O~~AM~, P~OJ:':CT FI~A~CING ~EOU~D ~E 
tIP!C'!'ZD TO-"ARD FROVIDING T?AHi1'~G. IN-CCUN.TF.'{ T.\ , oHm 

UNCtlS ~rCTION e2 OF 03 5TAT3 150640 
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CONSDLTA~T INVESTCR stARCR AS O~POSEn TO FINANCING 

JllClAS

U.S. 
TEF 
IllVESTOR 

prHSCI1:l;~r. COSTS 07 GO'lERNI1ENT PROMOTION OFFIC:'S AND 
SLARCrr ACTIV'ITIES. . 

11. PRIVAT~ SECTOR EXPORT AND INVESTMENT O?PORTUNIT1E~ 
SERVICES: THE PROJECT HERE IS SEEN AS A nIGB PRIORITY
 
FIRST STEP TO FOR~IGN I"V~~TMENT PROMOTION. IN
 
COHTRACT1NG FOR VARIOUS srRVIC~S UNDER THIS PROJZCT, THE
 
KISSIOH ~HOULD CONSIDZH P~RFORMANC! CONTRACTING UNC~R
 
VilICH FIRMS WOULD COMPETE FOR TEE CONTRACT ON TEi BASIS OF
 
HETTIODOLOGY PROPOS::D FeR 0]T.4 IN ING PRODUCT1011 CCN'I''R.3.C'l'S
 
11/ 'I'm: CASE OF CONTF.ACT PRODUCTI0r~ AND 'l'RE rW~·IBEF. Ai'iD
 
~OTAL VALUE OF CONTPACTS IT MAKES COMMITM!NTS TO OETAIN,
 
VITTI AU EXTENSION OF COIITRACT AS AN OPTION IF aSSU!..':'5 Aft::
 
ACHIEVED. IN CONTRACTING ron Tn!SE SEAECE ACTIVIT~!S, TH~
 
~ISSION SEOULD CONSIt~R ADVERTISING AND AVARDIUG T~E
 

COllTFFCT IN SUCH A ~ANNIR AS TO ALLOW FOR IT TO B~
 
TXPANDFD AND EXTYNDED FO? HlvrSTCR S::AP.CF. 17 CC~':DITIO'~S
 
~ERE TO SO W~RRA"T. IN ANY EVENT TEE MISSION S~CUl~
 
COllSUJ,T vlITn TEE REGIOI~AL COWi'Rft.CTItlG OFFICER '?r.IO~ 'f0
 
DRAWING UP TEE REQUEST FOR PROPOSALS.
 

12. POLICY RESEARCE Arm DEV3LOP~1::rIT: THF. POLICY R:;:, ::.~.?C~ 
A~D DEV~LC?MENT SU?-?ECJ!CT ~!LL !'E A~ INVALUAIL~ TO L FC~ 
IRII~GII{G POLICY A!·ID pnCGRA~~S TO T55 D::CISIO:~ S'I'i-.:;Z. 'i:Z 
SUGCfST TBAT T!IE PF.CJECT I~iCLUDI A PSC YOF. AU E~C!:O:-:l~T(S) 
CR A CONTRACT ~ITR A DISADVANTAGEI FIRM TO P~OVl~? AN 
ICCNOMIST TO CCOHDi~AT:: ?TIOG~AM, PREPAE~ SCOPES OF ~c~~. 

I'I'C. 

13. rCONCMIC ANf~YSIS: T~~ COMPLEXITl OF TEE hPPR¢ACHFS 
SUGG~S~1D IN TRS Plu ARB sue? T3AT ~E ?FOU~ST T~3 ~ISSICN 
TO CONSULT ~ITH LAC/DR !CO~OMIST PREP'TO~Y TO C~VEL0PM~Ni 
cr 'l'liE rcor~OMIC MU.LlSIS S::C'IIOrl, IN OP.D~R TO DISCUSS 1'ii~ 

APPROFRIATE ANALYTIC APF?OACF. THAT MIGF.~ EY USEr. 

1~. GRAY AMENDMENT: T~~ PP SEOCLC D~SC?IB~ IN DITAIL 
CPPORTUNITIES ?OR PA3ICIPATI0N ]1 GROUPS COVERED ~y i3E 
IT 
f;ce4Z 

UNCLAS SECTION 02 OF 03 ST. ~ 152340 
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ANNEX 1
GRAY AMENtMtNT. IF THIS MATERIAL IS RYADY EARLIER THAN 
Page 5 of 8mE DATf. OF SUfr-<ISSImJ OF THE PP, IT SHOULD n:: TRANSMi.T.TED 

10 AID/W rOR DISTRIEUTION IN ADVANCE OF TH~ PP. 

15. PATMFMT vrRIFICA~ION: THE MISSION 15 REMINDED TFAT 
&LL PROJECT PAPERS MUST FeLLOW T~~ PAYME~T VERIFICATION 
FOLICY IM~LEMENTATION GUIDANCE P~OVIDED ON DEcz~nER 30, 
1983 BY AA/M ROL~IS TO MISS10N ~IFECTORS. YOUR ATTENTION 
IS D~AWN PARTICULARLY TO PAGES 5-a, WHICH DEAL 
SPECIFICALLY WITH PPS AND PAADS. SHULTZ 
iT 
1:0810 

IHltW 

UNCLAS SSCTION 03 OF 03 STATE 150840 
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rOR LAC/DE 

I.O. 12356: 
SUEJICT: 

84 STATE 150e~0 

ON HErTEL, USAID IS Pn~PARING rOR 
FRESENTATION TO LAC/DR 2Y a/15/8~ AN INDUSTRIAL 
STAPILIZATIO~ ANt E3COVE?Y (519-0297) PP.OJECT PAPER 
~o INCLU~E THE FOLLOWING CO~PONENTS: 

-PRIVATE SECTor EXPORT AND INVESTMENT 
pnOMOTION S~RVIC~S 

-GOES EXPORT AND INV~ST~ENT FRCMOTIO~ 

-RELATED POLICY RESEAFCR AND D!VELCPM~Nr. 
~ 

IT IS EXPECTED T~AT DOLS 3 ~ILLION ~ILL ]~ OILIGATED 
tOR THIS ~nOJZCT IN FY 19E4. 

2. USAID PLANS TO SIPARATI MICRO ENTERPRISE CPE~IT 

AND TECHNICAL ASSISTANCE ACTIVITI!S FROM !XPORT AND 
It-:VFST~IEN'!' pnOi~OTIOr-;. lICCORDI1JGLY, ~.rE PROPOS:: TO 
AMIND TRE S~AIL PRODUCEF DEVELOPMENT PROJ3CT. A.I.D. 
NO. 519-0229 RATEER T~AH INCLUDING A MICaO ENTERPRISE 
COMPOr~EWI IN 51e-0~87. THE PF.OPOSED AM;::·)D~lf,I;·r KO:jLD 
INCLU~E SUP?O~T FOR THF MICEO E~TERPRISF PEOGRAM5 OF 
~E! !ANCO DE FCMFUTO ACROPECCARIO (EFA), SALVADORAN 
FOUNEATION FOR ECONOMIC AND SCCIAL rEVELOP~~~T 
(rUSADES) AND FONDO DE FINANCIAMIENTO Y GA?ANTIA PA~A 
IA PEOUE~A iMPPESA (FIGAPE), AS WELL AS TSOSE OF 
FED~CCBEDI~C A~D FEDECACES NOW COVERED iY THAT 
FROJECT. TFE BFA MANAGED SUCCESS?UL MICRO 
IHTIEPBISI PROGEAMS UNDER PPOJECT 519-0251, AND 
FIOAPE HAS O~TAINED FUNDS TEROUGH A CENT?AL EAN~ 
CRIDIT LI~E; FUSADES IS PREP~RING ~ NZW MICRO 
INTIPPRIS~ CPEDIT ANn TA PROPOSAL; FEDZCAcrs WOULD 
~ICFIVE ADDITIONAL CREDIT SUPPORT ONLY AFTEF 
SUESTA~TIAL RZORIENTATION AND REORGANIZATION. 

¥E E~TIMAT! TEAT DOLS 3.5 MILLION FOR CBEDIT AND DOLS
e.5 HILLIC~ FOR TA FROM TE! DOLS 7 MILLION ~AFMAR~ED 
FeR FRCJECT ~287 YILL IE OILIGATEn IN lY 19E4 UNDER 
TEIS AM~NtMINT TO PROJECT 519-0229. 
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USAID WILt rrnFORM A MICRO ENTERPRIS3 CREDIT GAP 
A~AtYSIS. MA~E AN ASSESSMENT OF THE INSTITUTIONAL TA", ANNE:< 1 
!EnUIHIME~TS OF THE PARTICIPATIN~ AGE~dIES, ftND Page 7 of 8 
tXViLOP A PROG?AM )F INSTITUTIONAL IMPROVEM~NT AND 
rICHC ENTERPRISS CREDIT A~D TA. TRI~ WILL iE GABLED 
!O LAC/DF IN MID AUGUST 1981 TO SUPPORT THE PROPOSED 
AMENtMENT or THE SMALL PPODUCEH DEVELOPMENT PFOJZCT 
~19-2229 ALO~G WITH RE~UIS~ FOR.AID/W CONCURRENC~ TO 
FIRMIT USAID TO AMEND THB 51Q-2229 PROJECT 
AUTHORIZATION AND AGR!EMENT. USAIU ~ILL SU~MIT CN'S 
ron r.CTB THE INDUSTRIAL STA~ILIZATIO~ ANn RECOVERY, 
AlID TEE S~\ALr; PRODUCt? Dr.VELOPMENT PROJECTS SEPTEL. 

2. USAID PLANS TO DSFER SUPPORT FOR CO~M~RCIAL BAN!
 
KICRO rnTFF.P?ISE CRFtIT PHOG"RAMS UNTIL COMPLETION OF
 
THE COMPREEENSIVE hSS~SSM!NT OF T9Z PUILIC EAN~ING
 

SYST,£M REC Ot-li-! ~ IlDED HI 'R ~F'1'EL • THI S AS SES St1Fi"l T 'NO ULD
 
IE MADE IN OCTCPEP.-~IOVt!1"E~R, '-9~4: AND '.vOllLD CP.~Al·Z
 
iRE A~ALYTICAL 3ASIS rOR USAID SUPPORT OF MICF;O,
 
SMALL AND MEnIUM ~~TEE?HIS! CBEDIT TO BE PROVIDED
 
TERODOH THE CO~~IRC!AL IANKS. TBIS PROJE:T ~OULt BE
 
DEVELCPED IN 1925 AND WOULD INCLUDE CONSIDERATION OF
 
FRIVATE AND PU~LIC SECTOR INVISTMENT CEEDIT
 
J,LTF.RN A~I VI'S TO THE rCNDO DE DESARR OLLO l:C,ONO:1 ICO
 
(FDE) .
 

~. ALSO, AS R!COMM!ND~D EE?TEL, USAID IS MOVIN~
 
AHEAD WITE AN ASSE~SM!~T OF DEMAuD FOR STRucrURA1
 
~ORXING CAPITAL. THIS HAS E3EN A SUCC!5SFUL MEA~5 OF
 
,EVITALIZING INDUSTRIAL E~TERPRIS~S A~D WILL B~ AN
 
HlPCF.TAf:T PART OF USAlD'S INDUSTRIP.L STAEILlZATIO~1
 
AND RECOVE~Y EFFORT AS SOON AS ADDITIONAL FUNDS AR~
 
AVAILA~L~. BLEAKLEY
 

iT 
#7~80 
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Goal 

To generate employment, 
incCI:1~ and foreign exchan3e. 

Purpose 

To	 develop the capacity of 
the private and public 
sectcrs to provide rx:>licy 
support and t~ical 

a5sista~ce, teChnology 
transfer and training 
services to Salvadoran 
exporters of non-traditional 
products. 

LOG 

03JECl'IVELY VERIFIMLE 
INDICATOR 

1.	 IncreClscd exports of non
traditional goods and 
services. 

2.	 Increased CIr.ployment in 
the industrial sector. 

1.	 ImprOVed GOES support 
systems are developed and 
operational. 

2.	 TIPS :.~nd ASA Clre 
estClblished and function
ing in FUSADES. 

3.	 SalvCldoran businesses are 
utilizing new s~rvic~s 

provided. by GOES and 
FUSADES. 

FRAME 

I-lEANS OF V::":RIFlCATION 

1.	 GOES data and statistics 

2.	 Project reports and 
evaluat ions. 

Mission, imple@erlting 
entities and ot.."1er contractor 
re:::ords, reports and eV'aluu
tions of project. 

A..t.JtiEX 2 
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1.	 GOES formulates a.'1d 
impl~ents appropriate 
policy enviror'_"Ilent and 
infrastructure. 

2.	 Political, economic and 
social situation does 
not deteriorate further. 

l.a.	 GOES continues to give 
high priority to e;"'"POI't 
and investment pranotion. 



Outputs 

A.	 Private Sector Export and 
Investment Promotion Services 

1.	 TIPS 1.a. 50 tedhnical assistw~ce 

projects completed 

b.	 40 mark2t access stwies 
ca;:pletcd 

c.	 O:1e Business Op,[X)rtunity 
Survey completed 

d.	 10 one-w~ek r~ssions ~ 

S<:Uvador-an busir:.e£s:n·::!n 
and GOES officials 
to U&~ c~:pletod 

l~	 Pericx:lic project re,fOrts 

2.	 Contractor reports and 
vouc.'1ers 

3.	 Project evaluatio115 

fu'4~i::X 2 
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2.a.	 FUSADES maintains the 900:1 
will \\lith p..1blic anc"f 
p::-ivate sectors. 

b.	 FUS}\D=.s is able to adapt 
its organization to ~cet 

the requi::::-emcnts of t11e 
project financed 
uctivities. 

3.	 Business have access to 
credit and foreign e;{

&.ange required for 
exp3r~ion and/or develqr
n;e..~t of neh' ventures .. 

1.	 Qualified und eA~dencoj 

contractors will l:::c fou."ti 
to perf~-m required sc~~ice5 

2.	 Q3IN functio....rir.g in FU~ 
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e. 10 one-week missions by 
Salvadoran businessmen and 
COES officials to third 
countries coopleted 

f. u.S. based contractor 
attends 24 trade fairs or 
seminars in u.s. to seek 
business opportunities 
for El Salvador 

g. TeChnical assistance is 
provided to ongoing 
trading companies 

h. A 5 professional persons 
office is set up in 
FUSADES to coordinate 
and manage TIPS, and a 3 
professional persons 
office is set up in the 
U.S. to provide tedhnical 
eupport to TIPS. 

2. ASA 2 • .i.. FUS/I.DE3 holds one 
seminar for associations 
to intro:1oce !>SA. 

b. 4 ~o 6 business associa
tions engaged in export 
awareness activities for 
their ~eribers witll 
FUS.'1\DES support. 

FU5.lillES periodic project 
reports and project evalua
tions. 

1. Salvadoran business asscx::ia
tions are receptive to and 
interested in providing 
export-related services to 
their members. 

2. FUSADES maintains t.'e gcx:xl 
\'lill of S;-l:..·.'adoran business 
associations. 



c.	 FUSADES co-sponsors 30 
seminars and \olorkshops 
with associations. 

d.	 FUSADES develops a 
library of video tapes 
and o~,er didactic 
materials for use by 
aszociations. 

e.	 FUSl\DES zFOnzors an 
association observation 
prograll in the U.S. or 
third countries. 

f.	 FUSADES sets up a two 
professional persons 
office to coordinate and 
manage ASA. 

3.	 Policy Researdl and 3.a. A series of stulies 
Develcoment	 relat&i to econanic re

activation h~s~1 on non
traditional eXl~rt-led 
grovlth and investment is 
completed. 

b.	 A b/o professional r..erson 
office in ~~ES is 
established to coordinate 
and manage this activity. 

ANNEX 2 
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FUSADES periodic project FUSlillES maintains an interest
 
reports and project evalua in this area.
 
tions.
 



B.	 GOES Export and Investment 

1.	 Export and InvestIr.ent 
Strategy 

2.	 GOES Strategy Support 
HechaniSI:1s 

3.	 Policy Stu:Ues 

1.	 GOES articulate5 eXIXJrt 
and investrrent strategy. 

2.a.	 GOES revises laws and 
regulations \·,hidl affe:::t 
the develqJmcnt of non
traditional exports and 
investrr.ent. 

b.	 CDES establishes 
rnechanis:ns t? imprO':e 
coordination of govern
ment policy and support 
for export and invest
ment pronation at the 
ministerial 'lIld opera
tional levels of govern
ment. 

3.	 A series of studies 
related to economic re
activation based on non
traditional expor~-led 

gra,..rth and investment is 
completed. 

1.	 GOES dOClmlents/al'1I1ounce
mcnts and projcct docu
mentation. 

2.a.	 GOES doc~nts/annou:1ce
ments and project docu
lrentation. 

b.	 CD}~ official gazette, 
nationc.l budget, and 
project evaluations. 

3.	 Project documentation and 
reports. 

r~./EX. 2 
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1.	 GOES continues to give 
high priority to eA']?OI't 
and investment promotion. 

2.a.	 Broad based support fran 
legislative and executive 
branches of the GOFS is 
given to revision of legal 
framework. 

3.	 GOES maintains interest in 
this area. 
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4. Free Trade Zone 
r:evelo0lle:1t 

4.ao QJES articulates a policy 4~a. 

frame·...,ork that is con
ducive to the revitaliza
tic:1 of U1e ~~n Bartolo 
Free Trade Zone and the 

GOES documents/announce
ments aIld project dcx:u
rrcntation. 

GOES is receptive to 
enact..rnent of a p::>licy 
framework that maximizes 
the opportunities for 
attraction of investment. 

development of an 
attractive environment 
that maximizes El 
Salvador's cG~petitive 

position in ~,e worLj 
market. 

b. r-taintenance of existiIB 
facilities in L~e San 
Bartolo Free Trade Zone 
is completed. 

b. Project reports and 
evaluatfons. 

b. Sufficient derr~~ will 
continue to exist fer 
zone facilities. 

c. R~~ion of new Physical 
infrastructure in the San 
Bartolo Free Trade Zo:1e 
is initiated in accord
ance with demand. 

Co Proje:::t reports and 
evaluations. 



AL.;L.u:x 7
Page 7 of 7 

Inputs Life of Project ($000) 

1. A. 1.0. 

a. A.I.D. Grant 9,450 1. A. 1.0. Records 1. A. 1.D. makes available 
sufficient funds in FY 
1984 am EY 1985. 

2. El Salvador 

a. Participatill:3 Entities 2. ImplementiIXJ agerq 2. Financial situation of 
coonterpart contribution 699 records I reports and participating entities 

au.1its permits tl1em to make their 
counterpart cOi1tributicn. 

b. ESF lccal currency 5,171 3. OOI:S maJ<es available 
sufficient counterpart 
resources. 
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SC(2) PROJECT CE~C~IS: 

Listed belov are sta~utory 

criteria 2??licable ~o ?:ojects. 
~his section is civiaec i~to two 
par~s. ?art).. .. incluoes cr i te =ia 
applica~le to all ?:ojec~s. ?a=~ 
B. applies to projects =undec 
from s?ec~=ic sources only: 3.1. 
applies to all ?rojec~s =unded 
~itb Develc?~e~t ~ssis~ance 

Funes, 3.2. a??lies to projects 
~uno~c ~:t= Develc?me~t 
Assis~~~ce loans, anc 3.3. 
a~~lies to ~ro~ects =un6ec =ro=-. ..; 
ES? • 

CROSS R;:E::::::~NC~S: ! S CO'Cm3~ 

CE;:CKLIST U? 
TO D~:=:::'? E)-.S 

~V!~irz:D :O~ 

TEIS :?:\CJ~C':: 

1.	 ry 1982 ~~~:o~:iation ~ct 

Sec. 523: :r~ Sec. 634A; 
Sec. 653(0). 

(a) Describe boY 
autho:i=ing ano ~??ro--

priations co~~ittees of 
Senate and Eouse ~ave 

bee~ or Yill be nctified 
.	 "h ' ..conccrn~ng ~. e ?rcJec~; 

(b) is assi~t2nce wit~in 
(Operational ~ear SUdget) 
country 0: i~te=national 
or~ani=aticn allocation 
reported to Congress (0: 
not more t~an Sl ~illion 
over that a~ount)? 

2.	 r".A Sec. €)1(a)(1). ?:ior 
to ooll~a~~on ~n excess 
of S100,00, ~~11 tbe:e be 

A Congressional Notification 
has been issued. 

'n1e Project is included within 
~1e Operational Year Budget. 

Yes. 



(a) en~i~ee:in9, :i~an
cial or other plans 
necessary to ca==y ou~ 

the assis~a~ce and (b) a 
reasoDa~ly =i:~ es~i~2te 

of ~~e cos~ to ~~e 0.5. 
~f the assis~ance? 

ere3.	 !'AJ. Sec. 611(2){2). ...
furtbe: les~sra=~ve 
ac~ion is re~~ired wit~in 
Ieci?ien~ co~~~=v, ~ba~ 

is bisis to: :ea;ona~le 
eA?ect2tic~ tba~ suc~ 

action ~ill be cD=?le~ec 
in ~i~e to oe:~i~ orde:lv 
~cco~?lis~w~~~ 0: purpose0= th~ assistance? 

A.'.TNl:..'"'\ 3 
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Legislative action will be 
required for the public seccor 
co."1~nent of tJ'le ProjE.ct. SUch 
action norm.3.11y cak~s 2-3 ....ee.~:s, 

and no difficulties are foresee... 
for its occurrence. 

==
so~. =0: ~a~e: 0: 
~e:-rel~tec la~c 
resou:ce co~s~=~c~icn, 

has ?=ojcc~ ~e~ t~e 

standarcs a~G c:ite:ia as 
set =c:~~ i~ t~e 
?rinc:?l~s ana S~~ncr.:ds 
for Pla~ning hate: and 
Related Land Resou:ces, 
Gated OC~Dbe: 25, 19737 
(See h~D Eancbook 3 for 
ne~ guidelines.) 

5.	 l'~ Sec. 6l1Ce-). If 
proJec~ ~s c2?ltal 
assistance (e.g., 
con5t:uc~ion), and all 
u.s. assistance :0: it 
will e~ceed 51 ~illicn, 
bas Hissio~ Directo: 
ce=ti=ied and ~esional 
Assistant ~c~:~ist:ator 

taken into cD~sice=ation 
the co~nt:yts capability 
effectivelv to ~ai~tain 

and u~ili=~ t~e project? 

'Ine Project conterTI?lates some 
construction. HO\-''2ver, the 
financing for the construction 
....d.ll be provided by Go'J.err~lent 

of El Salvador counte.r:-.....art funds. 



6.	 F~ Sec. 209. Is project 
susce?~~~le.tti.execu=ion 

as ?~rt 0: :e;ion° 1 0: 
~ultilate=~l proj~ct? I= 
so, ~hy is project no~ so 
e~ecuted: !~=o=~ation 
~d conclusio~ wh~t~e: 

assistance ~iil encourage 
regional develo?~~~ 
prog=~. 

7 •	 F~ Sec. 6 0 ~ ( ~ )~. 

In.=c=:;:l~~;.~n a:1C 
conclusions whether 
project ~ill encouraae 
e _.~.co"'o-" 0'::_ '-be~ ° _~	 •coun~rv 

to: (a) inc: e~se t.b;
flow cf i~te=n~tio~al 

~r~~i ~~) =os~e= p:ivate
l.n:.. t~at:..·..·e 2,:)c 

~c-~~o-;,-;~~· 
j ..... ... _-_ ~~~~ 

•• '-
)

...	 _ ....... , 
(
 c: 

encou~acn 6eve'o--o-~ a ~ 
- .. - - ~--- • .I.. !l1.O 

use ~= cD~?e=a~ivesl and 
crec;.~ U~lC~S, anc 
sa,i:JSs an:: 1"oan 
associctic::s; (c) 
di5co~:age =o~o~Dlistic 
pr~cticesi (e) l==>:o',Ie 
.. cl..· • .r:J:' • 
~e ~n;.ca~ e __ ~Cle~cv o! 
iDCUS~=Yt as:icultu=e and 
co~e~cei a~c (f) 
strengthen :=ee la~c= 
unions. 

8.	 FA).. Sec. 6 01 (~L 

Inio1..~a-;:;.cn ana 
conclusio~s on bow 
profect will encou:ace 
u.s. ?=iva~e t:ace and 
inves~er.t a~=oac and 
encou:2ge ?:ivate U.S. 
p2.:tici?a~ion in !o:ei'gn 
~ssista~ce ~=oc:a=s 
(incluci~g ~sc·of :>=:~ate 
trace c~a~~els anc'the 
sen' ice s .C': u. s. p r i \' ate 
e~tc=?:ise). 

A~~ 3 
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No. 

'!he ProjECt is s;::e=ifically 
designed to increase the flo" 
of internati.onal trade, fosr.er 
private initiative and C~77~~itior., 

~~courage the develo~~t 0: 
cooperatives a.~C srrall 'C.;:"o-..:o.:: ."..;:" 
ass~iations, Cl.--:::i i.'I:)ro~.'-= t": ;'0 

technical e£ficie.<jc\'· 0: ir:C'.1:o :y 
curl the non-tra::.i.ti~nal ;>,..,.,.

~':J •• 

cult~al sector. 

'!he Project IS o~ie=tive is to 
promte non-tr.aclitio~al e;.:?Jrts 
and investment thrcugh~?Olicy 

sup::ort, technical assistance, 
technolo:1}' transfer, and training 
services for the private sector of 
El salvador. Trade arr.:'i i.nvesbic.nt 
pra:'TOtion services to Sal·:adora.'i 
enterprises will be provided via 
linkages with U.S. private a~ter
prise. 



9.	 F ;..~ Sec:. 6 12 (b), 6 3 6 (h ) ;
 
F~ 1962 ~~~:c~::~~~o~
 
~C~ Sec. ~U/. Desc:i~e
 

s~eps ~a~e~ to as~u=e 

that., to the P2.::::'.·~ 

extent pcss~ble, ~e 

cou~t=y is con:=~b~ting 
local c~:=encies to ~eet 

the cost 0: co~~=actual 

and otbe: se:~ices, anc 
xorcis~ c~:~e~cies ownec 
by the u.s. a:e ~t:'2:'=ec 
• "._~cu .:.OO '11 2._S.~n 0_ __ 

10.	 F;.:A Sec:. 612 (c) • Does 
tDe O.S. o"n excess 
fcreisn c~==e~c: c: tbe 
ccu~t=: c~c, :.: SC, ~bat 
a=r·~~ge~e~~s have bee~ 
~cce £0: i~s :elezse? 

11 . ==" rJ. Se ~ . 6 0 1 ( e ) . .~ i 11 
' e ~-~,e~'~~_7':~etn	 :-"'"' .. -- -----

co~?e~:'tive selcc~icn 

proceou:cs =0: ~e 

a~a=ci~~ co~~~a~~St0=
 
exce?: "~e=e 2~;lica~le 
?=ocu=e~e~~ :~les ~llo. 
ot"-be::·.... ise? 

12.	 FT 1982 ~~~:o~~:2tion ~ct 

Sec~ ~2':". ::: 2.SS~.s~c.:1ce 
-1' S	 ':'0-.. ~ \..e ::-_ __ l1ooo_ oJ:..	 \,..J ...... ,.0.::.",....... .. .: on _ 

any CO~~DGi~y f~= e~?o=t, 

is the cc~~oc:t; li~ely 

to be in su=?l~s O~ ~orld 

~arkets at t~e t:~e tbe 
resultins p=ccuctive 
capacity becc~es 

ooer~tive, a~c is .. . ... , ., ,
aSSls~a~ce _~~e~y 

cause s~~st~ntial 

to u.s. ?roc~ce=s 

sa:7le, s:"~il2.= 0= 

s~ch 

to 
i~ju:;:y 

0: the 

cornpet:'ns cc~~ocity? 

13.	 F;.A :ns (e) and fc). 
Does ~~e ?=oJec~ co~?ly 
~ith t~c e~vi:c~~pntal 

procec~:es set :c=~b in 
~ID ~c~~lG~ion 16? Does 

k'\'XE:, .3 
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'TIle Project \'Jill ?d..r.Br.i.ly :EU;&c~ 

foreign e;.;cha.••se cost..s. :·~')S7. 

require:7l?nts .for local CmT(;':~C:Y 
,,-'ill be ITet th~:..:::h host. cO'..incr.y 
contriL-\1tio:':s . ~ 

~:o. 

Ye.E • 

N:>. 

Yes. 
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tak~ into co~sice=ation 

the p=cble~.o=. the des
truction 0: tropical 
fo::.csr.s? 

14. rA~ 121(dl. If a S~b~l N/A 
?roJec~, bas a deter~ina
tioD bee~ ~ade t~a~ the 
bost 90ver~ent ~as an 
adequate system for 
acc~n::~t:'ns :or a:lc 
cDnt=oll:'~g 

e~?e~=:~~re 

receipt and 
c: project 

~~nds (collars or local 
cu~re~cy ge~erate~ 

the:e:rc::l)? 

i:.. :)_l. Sec. l02(b), 111, N/A 
113, 2El(a). ~~-:e:l':. ~o 

~~~cn ac~~vity ~i11 (a) 
e==ectively involve tbe 
poor in cevelo?~ent, b~ 
extencing access to 
etono~: at local level, 
inc=easi~s lab~r-inten
sive procuction and tbe 
use 0: app:op=iate 
technolos:·, spreading 
inves~~ent out :ro~ 

cities to small to~ns and 
rural areas, anc insuring 
wide pa:ticipation 0: tbe 
poor in ~e bene:its of 
develo~~cnt on a s~s
tainea·b~sis, using the 
ap?rop::ate O.S. insti
tutio~s; (b) help develop 
cooperat:ves, especially 
by tec~nic~l assistance, 
to assist rural a~c ur~an 
poor to help the~se~.~s 

to ....a:c bet:er li':e, . ~d 
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othcr~ise enco~rese 

democra~ic ?:ivate anc 
).ocal govc=:-.::~~nt.al 
........ -.:>"" _'c <::· (c) 5'·M ..~ _w , ..., 0 .. •·__ 

the self-be~~ e=£o=~s'o: 
develo?ing c~u~~=ies; (d) 

te "be ~-o:t- _.:_.:_.... _:--c ... __ o.•~proOIlo ... ... _ .: 
of women in the na~io~al 

econo~ies 0: oevelo~inc 
count:::ies a:-:c the . 
i~?=ove~c~~ c: ~onc~'s 

status; and (e) utilize 
and encourage =esiD~~l 

cODpe:atic~ by developin; 
cou:l~ries'? 

b • r .',).. Se :::. • 1 G:5, 1 0 3 i, , N/ A 
lO.~,lC5, lO~. Does ~be 

- ;j _ __L..o __~

P r·c..:-:~c-~~.n·~ c"'''e'''a 
for. tbe ~~?e c: ~~ncs 

(functicnc~ G=co~~~) 

bcinS csec'? 

c~ 'f].)... Sec. 107. !s N/A 
- ...."·~~c""~s-e-c.:: ",._,", ....... c

pri~:e tec~;:clo~y 

(rela~ively s~211e=, 

cost-savin;, la~or-usin~ 
technolo;ies tbat are 
generally ~ost ???:o
priate :0: the s~all 

farms, s~al1 businesses, 
and s~all incQ~es 0= the 

e.d':'.J .... _.;.) ..... _ ~.--''''''' 

poor)? 

d. FJ..,A Sec. 110(a). Will N/A
 
the reci?ien~ coun~=y
 

provioe at least 25% 0=
 
the costs 0= t~e p!osra~,
 

.;'" 4-- ....
proJec~, o~ ac_~vl~~y 

~ith respect to ~~ic~ tbe
 
assistance is to be
 
furnishec (or is t~e
 
latter cost-sharing
 
reguircmc~t ~cins ~aived 
for a -:elatively least 
develo?ec· cccnt.y)? 



e. r~ Sec. 110(~). N/A 
Wil1-~=an:·czp~~a: 
~ssistance be ~isj~=sed 

for p=oJect over ~ore 
than 3 ye~:s? !! so, bas 
just~ficaticn satis
fQc~ory tD Cons:ess beer. 
~aoe, anc e==o=ts =0: 
ot}·.-.,::· =:":l~:1ci.::;, c= :'s 
th~ recipient co~~~:y 

-relatively leas~ 

develc?ec·? (~.o. 2232.! 
oe:inec a c2~~t~l ~:oject 
~"5 • ... \..e •• __ w'- __ .....~...., co ... s:.- .......... :·c--,
 

. " 

eX?a~SlOn, e~u:~?~n; c= 
alte:atio~ o~ a p~ysical 
facility 0: facilities 
financec by ~:D colla: 
assistance o~ no~ l~ss 

than S100,000, in~~ucins 

relatec aC7isc:y, 
"':II .. .:-, ,:: __ ~.:-..: 

man~ge_ .;.c. .... an_ .. _ c.;,_ •• _ng 
services, anc ~D~ unce:
'take;, as ?a::t c~ ~ . .... ..proJec: c: a p:eco~-
inantly tec=~ical 
assistance cb~:acte::. 

f. F''J..J.. Sec. 1::2(~). Does N/A 
the cC:lV~:Y s:ve 
reasonable ?rD~ise cf 
cont:i~utins to tbe 
develo?~ent 0: econo~ic 

resoc:ces, or :0 t~e 

increase of p~ocuct~~e 

c~p2cities and self-sus
tainins econo~ic S:ovth? 

9 • r .~" Sec. 2 S1 (~) • Nil... 
Desc:i~e extent to ~hich 

pros:a~ recogni=es the 
particclar neccs, 
desi:cs, ana c2?acities 
of the people c= the 
country: utili=es t~e 
coun~:yls i~tellectual 

resoc:ces to e;,co~=~ge 

Page 7 of 9 
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institutio~al dev~lo?rncnt: 

and sup?orts civil 
educiJtion ana t:r~ic.ing in 
skill~ r.csuired for 
effcc~ive ?a=tici?2~ion·in 

gDvc~~m~~t~l processes 
escntial to self-5Dve=~~en~. 

2. Dev~lo~rnent ~ssista~ce P~oiect------------_...._--------""---
C~l~e~~~ (~Dc?~9~ly) 

a. F~4.h Sec. 1?2(b).--_...----._---
!n:'o=ma~~o~ anc concl~s3.c~ 

on c2?acit~ 0= ~be cou~~~y 

t () r c: ? aY t 11 e loa:1, a ta 
rec~Dn~blc r2te 0: in~e:est. 

NIl.. 

N/Ab. 

!5JCA c: 1921, Sec. 724 N/A
lC)e.nc···R'-:-- :: :: : 0 = 
~lcc=as~~, doe~ t~e loan 
as~eewent resu~=e thc~ the 
funds be ~sed to the 
m2~i~u~ e~tent ?cssible =0: 
the private sec~o:? Does 
the project p:uv:ce :0: 
~onito=ins ~nGe: ;~A Sec. 
62~(9)'? 

3.	 ~cor.c~ic s~~~o=t :und 
? r 0) c_c:: c: ~ ~ e:" :.. a 

:~;	 Sec. 5~1(a). Will Yes. 
t. b lS2:~-:.~ ;. oS ~ .::..:l'"C:e ? : O;;i 0 t e 
economic or ?ol:~ical' 
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stabili~y? To the ex~en~ 

pos~ible, ~oes i~ =eflect 
the	 policy ~irec~ions of 
fAA	 Section 102? 

b.	 'FJ..A Se:::. 5?1(c). "ri'ill No. 
ass~s~a~ce ~~Qe= ~~is 

cba?te= ~e ~sec :0: 
~ili~a=y, c= ?a=a~lita~y 
ac=ivi~_ies: 

c.	 :'J.__'\ Sec. 53~. h:'~~ :::5:' lb. 
f~~cs De ~sec to :~r.ance 

the co~s:=u:::~ion cf tbe 
ope=~~io~ c: ~~~~~~~ance 

o~, c: ~be s~~?ly~~S o~ 
fuel f.c~, a ~uclec: 

facili~y? :: so, ~as ~be 

?re.si~e~~ cQ~~i~ie~ tba~ 

such use c~ :~nts is 
incis?e:--:s~~le ~o . . - . 
no~?:c~~:~~=2~:O~ 

objec::':' Vesi' 

d.	 :: No. 
co~~oc~~:es a:e ~o be 
srantec sc ~~c~ sale 
procee~s v':'ll ac:::=ue to 
the rec~?:e~~ co~~~:y, 

have S?ec~al Acccu~~ 

(count.e=?c.=~)
 

a~r~nge~c~~s been waae?
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ROBERTO H. MURRAY HEll 
PIlESIDEI':TE 

san salvador, 
10 00 agJsW de 1£84. 

Seibr 
Rcbin Glrez 
Director 
USAID fIlission to EI salva::br 
san Salvacbr, El salvacbr. 

EstirrBcb Sffor G5iEz: 

El pr0p5sito de esta carta es el d: solicitor a la A.I.D. I.Bl eon:tivo PJr la cantid2id C'2 - 
US$5.9 millores para establecer un Servicio PriV300 G2 Pr" ,oci6n de ExpJrtaeicres e Inver-
sioo=s que crnprerda: 

1)	 U1 $2r-.'ieio 6e Prcmxi6n de ExpJrtceiores e Inversiores (TIPS), el cual provea ?.sist£-:l
cia tea1ica, infclTI'c.ci6n y asesoda esj)2Cifica a los mprese.rios sa1\'ad:)I"....dbs~ IBlice 
un $OrdEn de q:orUJllidac'P-s d2 re;'CCio y orgcnice misicres de f29Xios a los Es'"LCc'.oS - 
Ulicbs y otros parses; 

2)	 lha Jlctivicbd C'2 ForLilledmiento C-2 r~iGcioo2S de r~ios qu:: provea asistercia a 
las graniales d2 erpresarios/Gpresc.s 8'1 E1 SJlvcc.or. CO-p3trocif)2 con lc.s cscciacior 
talleres y s81linarios re1acionams COO expJrtccicCES e inversiorl25f, <?-sarrolle LL~a bi·· 
bliotf-.:a Cc cintcs c€ vi-d€o y rreterial diddctico y reliee un viaje de cbservaciCil a -. 
los EStadas Unidos para las asociacicf'eS; Y 

3)	 Ul prcgrara de estLdios re1acionacbs cootCpicos cro::emiertL.es al G2sarrollo O~ e;t+Orta 
cicres ro-tradiciona1es a rrercaoos extra-T'tgionales, y 1a atracci6n cE inversi6n extriFi 
jera y farento de 1a inversi6n naciooal. 

~ aaErdo a COOIersacior'es $Ostenida CCtl tJStejes y en b3se a d:x:t..rrerrt:.s suninistraoos, en
tamms q.e 1a rreta del proyecro CCflsiS'te en gererar errplro, irgresos y divisas para El 
Salvac.br. El prq::6sito del misrro es el 02 d:saTlOllar la CGj)acidad 00 los sectores r;(Jbl ieo 
y privacb \Bra prove:r apoyo de 1=QHticas y servicios de asistercia tknica, transferEflCia 
de tarolcgra y entrel3ffiiemo a los exp)rtacbres salvacbrffbs de prcdlX:tOs rc-tradi,cicnoles. 

~rams q.e ru.estra solicitu::f recibd LD1a resp.lesta JXlsitiva a rrcnera de incrarentar las 
exp:lrtacicres ro-tradicionales salvacbrefus a rrercacbs extra-re;Jlonal.e.s, y de esta foma, 
coadyINar a la estabilizaci6n y recLq)2raci6n cE la eccronfa 02 El Salvacbr. 

Rec1ba ustaj 5efor Director, las m..6tras de rni rffis alta a::nsidEraci6n y estiIra. 

A1:al1:a1Errte, 

~ H. M.lmY M:za 
PresiC€nte 
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nE'·1 1 illIC .... DC 
CL. OA,LVAOOql C I AI 

MINISTERIO DE COMERCIO EXTERIOR 

San Salvudor, 
9 de agosto de 1984. 

Senor 
Robin Gomez 
Director USAID Mission to E1 Salvador 
Embajada Americana 
San Salvador, El Salvador 
Pres(::nte. 

Estimado senor Gomez: 

£1 proposito de esta carta es el de solicitar de la A.I.D., un donativo 
por la cantidad de US.S2.6 millones para asistir al GOES en desarrollar 
una Estrategia Nacional para Exporta·:-iones e Inversiones ~:o-Tradicicncles; 

idEntificar e imple~£ntar mecanismos de apoyo necesarios para apoyar la 
estrategia; contratar e implementar estudins relacionados con el desarro
llo de polit-icas, planes jl estrategias para prO,,;8ver exportaciones no- -
tradicionales; y reactivar y proveer mantenimiento a la Zona Franca de .. 
San Bartolo dentro de un marco de politicas que maximice la competividad 
de El Salvador en relacion al resto de paises en desarrollo. 

De acuerdo a conversaciones sostenidas con usted y en base a document os 
que nos han prc;.'Jl"cionado, entendeil':os que la meta del proyecto es la de
generar elTlpleo, ingreso y divisas para El Salvacior. El prop6sito del mis
100 es el de desarrollar la capccidad de los sectores publico y privado, 
para proveer apoyo de politicas y servicios de asistencia tecnica, trans
ferencia de tecnol.]fa y entrenamiento a los exportadores salvadoreRos de 
productos no-tradici0nales. El proyecto estara dividido en dos componen
tes principales: Promoci6n de Exportaciones e Inversiones del GOES y Ser
vicios Privados d~ Promocion de Exportaciones e Inversiones. 

Esperamos una respuesta positiva a nuestra solicitud con el objeto de con
tribuir a la estabilizacion y rcactivaci6n Economica de El Salvador, Y -
mejorar lu calidad de vida de muchos salvadorenos. 

Reciba usted, Senor Director, las muestras de mi mas alta consi~eraci6n y 
estima. 

Atentamente, 

~e~~l~~' 
Ministro de Comercio Exterior 

MIME: rgder 
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1. Th~ Hi.nistIl of Foreign Trade (t-lICE) 

TI18 Ministry of Fbreign Trade (~iinisterio de Canercio Exterior--+lICE) was 
established early in 1981. The t1inistry absorbed all of the functions of the 
Instituto S-J.lvudore]o de Canercio Exterior (ISCE) and most of the foreign 
cor:unercc fur:ctions of the l-1.inistry of Economy. MICE was created as a means of 
ratiol1dliz.ing roth t..'1c control a:1d regulatory fur.ctions of the government as 
it pertained to foreign COinr.lerce. The Ministry was also given tho export and 
investmen:. prcrt1otion functions of the ISCE. As originally estiilili shed , the 
l1inistry I s objectives \',',;re broodly vie\;'cd as a foreign commercial planning 
Hi ni stry h1 th 1:otl1 regulatory and proInC'tiof'.al canpomnts. 

1.1 QTjectives and FLlnctions of MICE 

The cbjl::x:tives and functiorol resfOnsibilities of. ~UCE ('=an 1:e slllnri1arized 
as fo11O'.':s: 

lli:<jula.t C!Y 

'Ib reduce the effe:::ts on the local economy of fllmctuations of 
international l1Br}~ct prices 

'Ib elimimte the flight of capital by the undervaluation of exports 
ar:J overvaluation of iJ:1fOrts, as \','ell as restricting in:lisc,~~: minate 
ir.JPXts 

~bni toring all financial and camnercial ente:Lprises of the country to 
detc~mine adequate utilization of foreign know-how 

'Ib I:y')f'i tor e:q:orts and determine if ad'~ate prices are beil1'J paid to 
Salvadoran exp::>rters 

11::>ni tor and regulate all danestic or foreign enterprises that are 
involv€d in export and inport trade 

Effect fiscal supervision and impose sanctions for infractions 
against any applicable la.ws for all individuals cr corporations 
foreign or danestic, who are involved in foreign trade 

Authorize any persons or corporations not domiciled in the camtry to• 
carry out industria] and canmerr.ial activity in the co-mtry 

Approve, regulate, a'1d ronitor the entry of foreign capital into the 
coontry as well as the approval and roni taring of all proposed 
repatriations of said capital. 
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Promotion/Coordination 

Coordinate and orient the actions of the dif~erent government 
organi zations to r.a}~e ce..rtai n said actions \oIi 11 be in COnSOI1c'1nCe wi t.'1 
the Government I s foreign trade p::>licy 

Convert the l1inistry of Trade to an asent of dLmge by planning for 
the r.at~ ofL'1.l change of the foreign CQ;"~-:,!~rce sector of the count..ry 

Diversify the pra:1ucts ilnd rr.:lrkets of t..'1e country in accordance h'it.h 
the stratEgic ecor.urllic a"1Q development ne:eds of the country 

\'k)rk togett.er wit.'1 the Hinistry of Planning, Econoli1Y and Agriculture 
to proli1ote the ord8.r:ly exp'll'lsion of s:tlvadoran exp'xts 

Fbrmulate, e>:ccute and evaluate the p::>licies of the governrient 
orientEd tCI,':ard the rati:>ral €:Xpomsion of foreign trade 

Prcmote Ole develop:~<2:1t of creeli t and fiscal systC::1S oriented tQ'dards 
tne de.;dop:nent ,or diversification of e:q:orts 

Ccordinate "/i th other t>tinistries of 'J1e Ccvermrent on bilateral and 
multilatcr'aJ. '1.rrancyO:.'Tlents r.elated to foreign trade 

P;::.:cticip-:lte in all gove::-n:;-,:::nt stu::1ies, plans :'.:.d. projects aimE:d at 
the ecommic int8]ration of the country. 

2. D:::scriptlon of the Hinistry of Foreign Trade (t·lICE) 

'I'he goverr..-:tent of El S3.lvadcr has est2blished the }1inistry of Foreign Trade 
(l'~ICE) as the operational enti ty charged wi th the resp::msibi li ty of ITOni toring 

a.: .', regUlating foreign trade as \.~ll as the prCDOtion of foreisn trade. 

T'ne l,ti.nistry is he2.ded by a f..4.inister ard a Vice Hinister. It has three staff 
offices~ legal co'.msel .. general ccunsel, and public relations. 'fue functions 
of these three units are briefly described as follows: 

~al CoJnSel--'Ihis office is charged with drafting and advising roth 
the Minister and the Plenmng Director Ceneral on the negotiations of 
all legal agreeri1ents, bilateral ar.d'multilateral treaties, and 
prcduct related agreerrents. This office also acts as a legal advisor 
to all staff and operational uni.l:s of the l.upistry. 

Ceneral Coonsel-kts <".s a general advisor and consultant to both the 
Vice l-tinister and the Minister on the thrust and direction of the 
ministry. 
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Public Relations-This unit is charged with exe::uting all nmctions 
de:lling with danestic ann foreign VIPs and the Hinistry's 
relationship with the Press. 

At the <JI.Y.:.U"atioffil level th8 ~linistry has four (4) General Directorates and 
two Divisions not currently linkc"'C1 with any Directorates. The four 
Directorates are as folloh'S: 

'!he Directorate of Levelopment and Promotion of Export Trade 

The Directorate of Investt-ent 

'l11e Directorate of Planning 

The Directorate of D ...po>:t and Import 

The two Divisions not linked to any Directorate are: the Divis.: ,n of 
Technical SJ=>...rvices and t.'1e A:i'TIinistrative Division. 

The gen?ral functiofl.5 of these opo...rational uni ts of t.'1e I-am sb: l can b8 
descri~-~ as foll~vs: 

3. Directorate of Level,0p:ncnt and Prcx;1otion of Ex?..ort 'rrade 

In its simplest form, this Directr-:-ate through its Internal Promotion rr.... vision 
is involved in Providing technical assistance in the develo?lr.ent of sp' ·ific 
prOOllCts for exfOrt. It is also involved in organizing proouct specific 
pro:1ucers into export consortiu;ns. 

The External Division is currently in charge of the offshore offices a:1d trade 
exhibits. 

3.1 Internal Division (Directorate of D2velopr.tent and Promotion of E:g:ort Trade 

The Division is involved in preparing specific pro:::1u::ts for the e;q:ort 
market. To summa.rizing its fourteen functions, the Internal Division is 
involved in all facets of internal pr~u:::tion development inclueiing: 
identifying specific Pro:1ucts, prernring .specific Pro:1ucts for the exrort 
market, structuring the financial arrangement, providing tedhnical 
assistan::e in financial administration, quality control, and the 
development of specific export projects. 

This Division executes a substantially formidable task with an apparently 
small canporent of personnel. 

\0/1 1 
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The D2.p3rt.me:lt of Export Cor.sortia, of t.'1e Intern3.1 Divi sion S0eKS to 
group several c01lpcmics to pra::hx:e a like proou::t so as to in::rease the 
e."{port cap:icity of the total l--ra:1uct grouping. 

The Internal Division, in practice, app2ars to COl1<..-:cntrate a great deal of 
effort in deali.r.g \vi th, what is kram in £.1 Salvador as the infon~;;lJ. 

business secter. 'rhis secter incllrles t)le microprcdueer ar.d ot:H~r'--;-mall 
bJsi:1esS entities requiring substantial business enterprise develc.:::·:~ent 

assistance. 

Tne External Division seeks to penetrate foreign rnarK~tsl Ir:.uintain its 
pr.esSlnce in s'iid I:1ar}~ets and develop the cO.:'lmer:cial intri:·:~;t.=ucture for 
such exp:>r t. 

In e,:€Cuting ::he creve fur.ction.s, the n~"Jrketing :1Cp:lrtr.lent Clct.t:.:tlly gets 
in';olw\.i in fi.'1cilit ..:ting the canmercial transaction for a sr;n=:cific e>:I:ort 
function e.s a cC"'::1issio'1 c~gt:!lt. In SO:'V2 cases the Division <llso eX8:ut0.3 

~_!?t:.y!~ell function on a sFecific trc..n~>action. ---'-

Its extr;;:~::Ell sUPlx:n:t dqx'lrtrr,s,nt ccordin..'1.tr:::s [:~lvadoran p=..rtici.r-ation in 
fairs ard. exr-osiUons, can:;-Icrcial missior.s, and exterT>.3.1 In20.::-ket 
investi'y.ltic:-I. 

The Dep3rtmentp:lys for t:hree representative offices (in l1ialni I Gerrr:any 
and the rbrnnican Rep.1blic). 

3.3 Division of StC:.iY)OJrds ar:d Q.u"Uty 

This Division is l:>2iTB t.Yan:. :erred as of July 15, 1984 fro:n t.l-)e 
Directorate for Exp:>rts 2..!ld Irq::orts as a Divisio:l to the Directorate of 
~velop.llent r>.nd Promotion of Exp:::-rt Trade. Tnis unit is envi.sioned as a 
technical sUF~rt unit of the Internal Division of thP. Directo::."3.te. It 
see}~s to establish specific rorms, standards and prcx::edures for quality 
control of Salvadoran eXfOrtable prcducts. It also advises specific 
enterprises on quality control procedures. 

4. Directorate of Investment 

This Directorate eXECutes its functions through three Divisions: Division of 
Foreign InvestJrent, Division of Pranotion, and the Division of Free Trade Zone. 

The objectives and functions of the three Divisions of the Directorate General 
of Invest.rrent are as follows: 
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4.1 Diyi sion '. r.. ['ore ign Inves tment 

Tne Division has primarily a cO:1trol and ~~ation function of all 
foreign inV(~stmcnt. It wor1~s with the OJerseas Private Investment 
CG!'poration (OPIC) of the U.S. in quant.ifyirg the foreis,'l1 investment of a 
sp~ific U.S. firm. It also defin's for~ tl,e foreign investor the pr~ise 

rules ;:mel re-julations affectin:J such investment. 'The Division also 
advises a local joint venture investor as to tl,e interpretation of ~~e 

law. 'lne Division Qdc3.itiomlly defims indebtE..dness, tradeIi1arr:s, r-atents, 
and other intarqib1e foreign inputs to a joint venture. The ::n.vision 
grants authoriz.ations and regulates foreign capital in any of its forfilS as 
it relates to rep~triation of profits, rOjalties or fees. It also issues 
resa1utions relating to bilateral agreements on Guarar.tees of Foreign 
Investrrent. 

4.2 Division of Investment ProfTloticn 

'Irnis Division is organized in tvlO D2pa.rt.rr.en:'s~ 

4.2.1 D::r.2rt!fcnt of Exterllal Pranation 
-~--,----_. 

Tr.is c1c?Jrt'm€>nl fceuses on Car.municllting ~lvadoran's foreign 
invest;rcnt C>t')pxtunities. Its ffi3.r}~et is the foreign finn seek'.r.g to 
redtce its cu~rent labJr costs and/or seekin9 to produce a specific 
pro:1uct for a SpECif i.c llBrket using ei t.'l-Jer Salvadoran 12.;':,.[ and/or 
raw m.3.tG:"L.ls. 

4.2.2 Internal Prcmotioll D2c:trtr.ent 

T:u s Cep3rtlc£mt encOJrclges lceaJ. entrepreo::lurs to invest in spec if ic 
irdustrial projects tllat wi 11 proouce a prcduct for the extrarC?3iol;:il 
ron-tradi tional e.:q:ort r.ar}~et. Tnis D::,:;arbnent also administers tl,e 
pra.,otion of the &m fur-tala Free Trade Zone. 

4.3 Division of =ree Trade Zone 

The Free Trade ZoT"'--3 division has as its primary function the FC1ysical 
development and maintenance of the San Bartolo Free Trade Zone. 
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5. Directorat.e of Plill1Iling 

Thcis DirectOLdte essentially provides a staff support function to the 
111. n.i. stry. '1'he Directorate operates through three divisions. 

Tne functions and obje::tives of the tl,ree divisions can 1Y~ summarized as 
fo11O'....s: 

5.1 Di '/isio:l of r:CorDTilic Stu:1ies and Can.'llercial Policy" 

The Division develops stratOjj for the l-'1inistry of Foreign Trade \"ithin 
the Glo2~u Pl~l of the G:)Verl".;n,mt of El S:Uvador. Through the eXECution 
of s~ecir:c stu:1ics, advises the Cpt=>...ratioral Units and tl--: :·1inistry as to 
the spr~ific cO:11.·nercial PJlicies that should be folla....e.:1 by the gO~/errJn!mt 

i :-:1 t..r,e l·i.inistry. 'The Division also stt.:dies tlle Government's for(:ign 
(·".1:2nje r,:olicj as \·;c11 as the use of Fbreign Offices to represent the 
t-linistryabrood. 

5.2 .0-vj.sio:l of: Intci.J'latioml &oro:nic t;egotiat ions 

Thi s uni t of tJle Plann.irg Directorate eXECutes breed macroECor:omic stuHes 
as \\'c11 as micros-..::or.O;T,ic stu:lics see}~ing to define spe::ific pro1ucts El 
&tlv"dor sh-::.uld dcvelGp ::cr. ex[X)rt. It coxdinates contact vii th 
International Orgcmi.zc~tio:1s and prep:::.res specific projects and programs of 
assistc:-.ce to the r·J.nistry, £rom Internatior:al Grg:mizatio,.s. It prerx"lres 
the b::.si.c contt:Rc;:ual u:-df:. :;:anding wi th international organizations and 
rronitcrs the e:.:e::ution of such agreements. 

5.3 D:.vision of Ecor-o:nic Proz;:arr:.'7J.ng and Institutional Dsvelcpr.ent 

'!his w-Li t focuses on internal budgeti:;g and prcgrannnin3. It SUhllits the 
Hi nis try I s bu1jcttir./ r.:quests to the Bu~8t Office of the Central 
Governr.lent. It also acts as a central uni t ratioruliziJ'B the oJdgetary 
allocation of the lId-nisay on Operational Unit resis. 

6. Directorate of E:q:orts and Imports 

Thcis Directorate executes a purely ~_atory and administrative function for 
the Ministry. Tnis Directorate issues toth imp::>rt and 8),,-pJrt licenses for 
controlled prcdu:ts. 

The Directorate operates through two divisions. 
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6.1 Division of ExPorts 

Tius Division separates its functions by type of proouct. 

Control and r1x:itors-Traditiona1 Exports. This ir,c:J.wcs the 
statistical f.lori toring to d-ii':im on a monthly b:::',is the dollr.;: ar:c1 
tonnage vahlE! of the traditior.a1 exports. Tni.s fu.'lction ;,1so 
inclu.:1es close moni taring of inte..rnatior.al market pr ices to de:,C:J:J:1ine 
that the value Ot Exports is not undervalue::l as a r.:eans of 
e.;...1Xltriat ioa of hard currency. This func;' ion also inc:ludes t11e 
issuance of e)~~;:~t licens0s for all the tradi tional e;.;:r:ort pro:lucts 
e):cept. coffee IIhid1 is handled indeper.:::e:ntly by the National COffC-2 

Institute (l~crEE). 

~bn-tr<:lditiorel EY.?Qrts. Tnroug1', the issuance of e;.:port licenses it 
controls and J:onitors ron-traditional 0;.:~rts. The revieH precess in 
the issuance of the exfO:.:t license seeks to ussur~ that ~ 

The lccal IlBr};et not be undersupplied 
Tnc value of t..'1e e;':F0r tis rot unciervalue::l 

These th'O brCX'd fur:ctio:"1s a':e ac..'T'inisi.:ere-::1 by the E:-PJrt Division. ?i,e 
Exp:>rt Division has a current aCCOll'1t on all prcx1ccts subje:.::t. to ::i..'1 e::p:.~r.'t 

cruota. It also informs the ~·linistry and other related enti t:'es as to tr-,e 
balances on these q...lotas and rraintains detailed record:;~ Q:1 ....'o:!:'ld ;;ar'r.et 
prices on 1::oth tradi ticn3.1 and r.on-tradition3.l e;.:~rts. 

ST.ru-rrNG 
DIRF.X::'IORr...TE OF E:XJ.:D;rrs No'-;:) I!·!KJR'rs 

OFFICE PROFfSSIa~ 

GENERt\L 
l>SS 13T.....)(JS 

Directors Office 
Division of Ex,p:>rts 
Division of Imports 

1 
5 
5 

1 
1 
1 

1 
o 
o 

Total 11 3 1 
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The Imp:-Jrt Divisi.on essentially moni tors and controls the issuances of 
import licenses per tl)e policy of the C.entral Covemlient:. The Division 
regulates the iJ!tX.!rt of 31 controlled prcdu~ts of industrles proto:::too 
under the Central Ar.1erican CaTIirOn ~-1"'1' ··t Agre8ITent. 

In summary, the Hinistry cp7"xates t1u:ough the operation·].l Direct.-- '.' as 
describ..""C1 aoo'10. The Hinistry additi.o,-:ully has t\oJO divisio:1s op;:: .. : r.L;·J as 
autoro::.ous Divisions reporting directly to the l·:.inister 's office. T::es~ are 
the Ac:r.ri.ni.~;t.Y."ative Division and the Civisiot1 of 'Tedmical Services. 

These two auLoromous Divisions are described briefly 2..S rollo''-/s: 

'I'his Division functions as the cal1:ilercial library/infofifl:3tion cent0: of 
etC !·unistry. Tne Division has develorxd, y,·it..,in its b·.1:}getc1ry 
imitntio::s, cD inf:C2.sl:ructl.ll"e of CCin:;:c,rciaJ. inform::.:tio::. It Las also 
established a network of export tr<Jde info::.mation ::""r}~C/JSh the ccx::p::,·r?t.ic:l 
of the IntE:~nd.tion~!l COl:!:1erce Center (ICC) I a U.N. oJ:g.:i.t"liz,:ltion b~scd in 
G:::n'2va. Toe Divisicn organizes and id'c:ntifies all ccmrr.ercial infor::ation 
received by proJoct, cG'J.ntry and. fur:ction. It 1lC;:E'::S to sup?:)rt thre8 
client syst~lls: 

1.	 El salv2.docan e.;q:orters and iffi?Orters 

2.	 The operational UDits of the ~ti.nJstry of Foreign Ccmr..2rce (:'~IC::::) 

3.	 Other G:Jverrll~.ental entities involved in foreign CCC';lle.rce inclU'~:irY:i 

the ministry of agriculture, tlie rrinistry of ro:X'.c;,;y and others 

7.2 Mministrative Division (eperatioral Unit No. VI) 

This Division handles t."r}e administrative office rnanage."ent of the Hinistry 
am also hardles so:r.e of the current Oltt.-of-pccket e).:f€nses of tlie 
Hinistry. 

8. roES Policy SUpp?rt Mechanisns 
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8.1 Inter-Hini;,teria1 Commission on fun-Traditional Exports 

Late in 1983 the Mminist-.:-ation of President Alvaro lIagaJa issued a decree 
creating a ~~tional ~din3ting ~~ssion to ~rQ~ote the export of 
ron-tr.aai tional prcd\..X;ts to extraregional mar}:ets. (See l\ttacnment 3-1 at 
the end of this c.'1;1:?ter). 'l'his Cc;m:lission is made IIp of the :-1i.niste.cs of 
eac'h of the follm:i r.g org"'.ni zo. t ions ~ 

The ~ir.istt'j of Plarwil:g
 
ThG Hinistry of Forei'J!1 Tr-cC1e
 
Tiw Hi ills try of D:onc:ny
 
The t-j,nistry cf 'I'rc<.lsl~y
 

The Hiris t.l:y of Agriculture
 
Toe Ce:1'.:ri..l1 B£:~er'/e l33.r.%
 

'!'he C::1.t.mission 2.1&') inchilcs a repres2nt:ltive of the ~ationa1 P.sscciation 
of PriV2.te E:ltc:rp:-:i se (l...:.;-r;p). 

The CO":1:nission is presicE:-:: Uf t.~e tti.mstry of P12.I1."1in3. TroCl ?resident of 
the Ccnt.:'al fun:~ acts as the secretary of the Cc:;-;:'.ission. 

Tn~ CG:1:::1ission has the resp:msibi li ty of .. 

fP-velcpi r.g the ntX9ssa:::y 90ver-n:,!~nta1 rr.easures nee:kd to i!:1plei:'..~r.t a 
prograr.l air.~:::d at e;.:p::tndirg the pro::1u::tio:1 of fQn-trc.ditioml p:-c.xiU-::1• '; 

and th~ exr:ort to extrar-E.gion2.l .....'"1rkets 

ProfOsirr;] manges in the 1a...:s and rEgu1atior.s i3ilrrs'C1 at structl.1rir.g 
the 1(,:;'11 IT2.r;-e·,·;ork r.e:::essary fc" the c8velopiTent of e:q:ort tradiL3 
CCl.:~:;.lT'i~s of rorr-tr2.di tiona1 pro:1t.Y:ts 

t'bnitorirg the effc~tive execution of r'l.ll measures tci:cn b'J the 
Q)vernm(::ot aimc1 2t ir.creasir.g the expert of rQn-tradi tioral prcdocts 
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BRIEF BIO-D.l\TA OF RELEVANr roES HINISTERS 

-R-\me~ H:muel MJrales Ehrlich
 
-E:luca{:ion: B.B.A., Pierce Sd1001 of Business
 

H.B.A., \\harton SChool of Finance and C01lIl1erce
 
-Hork E>..-perience:	 113.rketing t-Enager, AWECA, S.A.
 

G3mra1 M:1nager, AillHCTh"TRO~..i, S.A.
 
Secretary of Information, ffiES
 

2. /.IIUIS'I?'Y 0:.;' fU-\l-JN"1NG (r·lIPL'1\N) 

l\aile~ Fidel Angel Ch:ive~~ t-1ena
 
5:1ucation: L. 1,. D., N:ltiona1 Universi ty of El 8.a1vc3.dor
 
york ExpeJ:ieliC'e~ Attorney for tJ1e [DVJA group of Canpani es
 

~1inistcr of Fbreign Pelations, GJE'S 
Co.',nselor, City of san Salv~d()r 

Professor, ~2tional and UCA Universities 

3. I1INISTi',¥ OF 'mE EOY.-:':»ff (['11 Em:,,) 

N3.rrlt~~ Ricardo C~nzalez C2r.l:'..cho
 
EJucation: 1,.1,.D., ~tion21 Lniversity of El Salvador
 
\'k:>r}~ E>:p2rier:::::e~ Re~resentative to GOES Constituent ~$semb1y
 

Attorr;cy for '!'E:<A0), H'::Cormick, Texas Instrum:mts, 
AUX and others 

4. ~lINIS'RY 0::' ACRICULTURE (l1AG) 

N:tme~ carlos Aquilino DJarte Funes
 
E:lucation: B.I.E., National University of El Salvador
 
ht.;)rk Expcrience~ Mini ster of Edu::ation, OOE'S
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IN:iTITUrIONAL BAa<GRaJND - FUSP.DES 

FUSADES res six "Permanent !>.reas of Interest" I wi U1 a Ccr:tnission in c'harse of 
each area and Harking groups in charge of e,H:h spe::Hic program. Some 
programs are of a permC\nent nature \vhi le oth8rs are trcmsi tory, and are call(:;(} 
"Special Programs". Follm/ing is a brief d:::scripti'on 0:: the PJ:0gra:~;S, roth 
p:rmanent (P) and "special" (5): 

1- CCD;;\\l1ucations: 

2- P..eserll:c?,: 

TYPE OF 
Pl'D~·1 DESCUPTIO:r 

( P)	 A se~ies of mnn~11y p~bl~ 

for EUSi\D::5 1lIc:rU-.:r:~rs aT :: 
Institutions. TG?ics.~. 

co.mtry Sr)~~:.~ic prc'~":\s 

general intere::;t tq.· ':8. 

(8)	 To develcp an c:1u::ar: .jl~3.1 

.:' 'Jns 

.o:nics, 
(.~..!"'hi 

ca.:;-:;':iign 
of the e::oro;;lic pdT:': i:;>les of: t..'1e 
free enterprise syst~u. 

(p)	 To establish a data GlnK a~d 

library of ECoro:71ic end so: i2.1 
subje:ctsi and to arBlyze t1;e 
teclnical information related to 
the state of t.."1e e::::ono:·,y. 

To formulate	 and prcmd:e the 
execution of	 prcg:-a.'ils to cO:>i:Y-'....::ate 
in e1e economic reactivation of 
the coont...J'. 

(8)	 A program of deve1aprrent of 
strategic alternatives to 
contribute to the economic 
reactivation of the ~a~try. 

(5)	 'Ib analyze and recOillTend 
alternatives in the use of 
"Agrnrian P.eform Ponds". 

(5)	 A ~ogram for the reactivation of 
the agricultural sector. 



(5) 

( p) 

5- Institutional D2'1elo.-')r.-ent ( p) 

6- International ~ifairs ( p) 

(5) 

B. Fl.Sl\DES D:EClJI'IVES AND STAFF 
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To analyze and rcca~u1en1 stratBjic 
alternlltives to achieve 
agricultural diversification in EJ. 
Salvador. 

Tb analyze the variables that 
affect social develo~~ent in El 
S:tlvador and to promote sp<:cifi~ 

progrC'~':lS to ad<kess those 
variables. 

A prcmotion prcgcam to increase 
me:n::..(~rship in FWi:'.DZS and to 
establish lin}:dges I."i ~h ot.'l:er 
institutions that Celn contrib'...lte 
to t:J1C acnieverrent of FUS,lI.DES 
objectives. 

To an"11yze the interne.tional 
econo~ic dnd soci2.1 te~lenci~s 

tJlat can affect in Salvador. 
Pro:note and collatorC'lte "i tjl 

international assis::ar:ce p:cs:-al;:;'-; 
that contribute to t."'r1e 6...""'Ona::1ic 
develq:;:=-ent cf the co..mtrj anJ 
that of Ule free er.terl~ise SySt0Wt 

TaJ:i.ng advantage of the 031. Tr!e 
pru;cam p:ovides information for 
foreign investors and Salvadora, 
e>~f.0rters, throu;.~ publications, 
wory.shops and se.mi nar 5 • 

The followin;J is a brief description of the edt:r-atiorel l::e.ckground and ,.'ork 
e>.-perience of the FUSADES executives and staff: 

Title Education 

lbberto Murray President	 SA Yale 
HS Middle
b.1rry College 
MBl'. Harvard 

Relative 
\'lork Experience 

Years Field 

14 President of 
a brewery 
Director of 
15 Corpora
tions 



Eduardo Castaneda 

Hirm Lievano 

Hario CantiZr3.no 

Jose furales 

C. STAFr'I!:iG 
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Executive BBA Houston U 8 Gral. l~nager 

Director HBA HQUs ton U and Director 
:)f a Specialty 
store 

PesCClrch BB..l\ U. Centro 8 Diree::c!: a.t 
MviEOl." a.rnet"icana thc: ~:jl':' strie:J 

::s La Sorronr.e of ?.1..~1'·.:in9 

SA Tulane U. 

BBA Geor-ge
to.-m U. 

BS U. of El 
Salvador 

and l::.corD:ill' 

Partner in a 
Consultir;g 
firm 

1 Economic fe
searc.""1 

1 Intern?tional 
Affairs 

41 Journali. st 

In order- to irrplernent the activities des-:::riecd in Section VII.D.1.A.3, F'~SJllE.S 

\vi11 have tr:> reestn:.cturc its orSinization and e>:r...ani its staff. fused on the 
~?inion of thr.: usc contractor that workc....j in the TIfS and I'SA sub-cai'{.o~nts 

and 1:LJSADES' a·,n criteria, the £o11O\-:i::g st;::.ff posi.tions ...rill be o?:=n: 

1- 'l'IPS 

l'b. Title 

1 EXecutive Director 

1 B..1siooss ~velcprrent 

11inimum Qualification 

Experienced exe::utive presently 
er.playe::1 at the President or Vice 
President level of a medium to 
iarge size corporation/organization 

Mvisor	 1'ggressive, well e.1ucated 
executive, presently employe::1 at 
the Division H:magerrent level 

Technical Assi 5 tan::::e Mvisor	 crganized, diligent and d€dicated 
executive, presently emplO'je::1 at 
the Project or Pro:1uct managezoo!1t 
level 

1 



1 Informat~on Mvi sor 

For all of th~ positions listed arove, 
Sp::mish \'Jill b3 required. 

2.	 ASA 

1 Proje~t H3.nager 

1 ~£sistant Project ~anager 

3.	 GISO 

1 Project Hanager 

1 Researcn Advisor 

1 Fesearch Mvisor 

1 Information Advisor 
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Good caIDmJnicator, aggressivp., 
exped.enced in werking ~.'i th a 
"State of the Art II car:mn.l.'1ic;~I::on 
technolcgy, presently emplojt:rl at 
an exa::utive fOsi tion 

cor.plete fluency in Eng~.ish and 

Experience:1 , organi zed and 
dedicated ~hecutive Ivith solid 
backgro.md in busil"'.ess 
associations ~'1age~cnt 

\'lell "Oducated, gc:oj cexnmu:1icator, 
aggr8ssi ve eXf'£utive \·d. th 
e}~erience in pJblic relations and 
training 

E>~per iencc...-J resGarcher. and drafter 
of economic studies, Gelid 
academic 1::e.cKground in Economics, 
currently employed in m<JJ1<:t'3errent 
position in develooment 
organization or researCt.'1 
depart.Irent of corporation 

Experierx::ed rp.seara-'ler and 
drafter, wi th experience in 
govern~nt affairs, solid academic 
·I':ackgro.md 

Well educated, gcxx1 communicator, 
ambitious college gradmte with 
gcxx1 bacl;gr.o.md in ecooomics 

Good communicator, aggressive, 
exp?.rienced in \'/orkin:1 wi th "State 
of the Art." comnunication 
techrol03Y, presently employed at 
an executive level 
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4. o)~n' 

1 Controller 'rlell trair.cd, organi zed and 
dedicated acccunUmt, ""it.., solid 
bad~gro.md in international 
developlfcnt org<lll~ zat ions 



Slf-l'·tn.RY CDST 

I.	 Private Sector Export am 
Investl:lent Promotion 

A.	 Technical Assistance 
-long Term 
-S1ort Term 

B.	 Personnel 

C.	 Equipment & Materials 

D.	 Invit. Travel, Observ. Study, 
Seminars & \'lorkshops 

E.	 Assistance to Associations 

F.	 Project Coordi.nation & Mmageroont 
(Elcc. Proj. funde1 Personnel) 

G.	 Ccntingeocy 

Total Canp:ment 

M-NEX 12 
Page 1 of 9 

TA'\r.r:: A 

ESTIt·Wl'E AND Fum.HelA!. PIAN 
(US SOOO) 

A.!. D. LC 1-D~'T CX>Ul\1'ffiY PH.QJEC'T 
})( I...C Part. lnst. ESF 'Ibtal 

2,155 1.90 2,345 
1,096 313 290 1,699 

567 567 

95 75 170 

201 136 85 422 

100	 150 63 313 

15 1,172 186	 1,373 

365 260 625 

4,027 2,863 624 7,514 
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II.	 OOES Exf'",ort and Investment 
Promotion 

A.	 Technical Assistance 
-3hort/Med.. Term (roES) 950 125 50 1,125 
-Short Term (A. 1.0.) 400 400 

B.	 Dissemination Policy Studies 75 75 

c.	 Personnel 500 500 

D.	 Equipment & t1ateria1s 275 25 500 800 

E.	 Invi t. Travel, Chserv. Study, 150 25 25 200 
Seminars & \\brkshops 

F.	 Program Logistic Support 300 200 500 

G.	 Free Trade Zone Development 
-Facility ~Bintenance 500 500 
-COnstruction, Infrastructure 1,000 1,000 
-Construction, Factory Bldgs. 2,000 2,000 

H.	 ContiI)Jency 210 25 471 706 

'Ibtal Cotponent 2,285 275 75 5,171 7,806 

PROJECI' 'lUl'AL 6,312 3,138 699 5,171 15,320 

Percent of Total (62) (38) 100 



---
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Stl'W\RY OJSTI~ OF PfDJ'ECI' lNPU1S AND urPU1S 
(US$OOO) 

INPU'IS/ELEMEN'IS 

I.	 Private Sector Elcport and
 
Investment Promotion
 

A.	 TIPS 

long Term Tech. Assist. 
Slort Tenu 'l'ecn. Assist. 
Invitational Travel 
Persormel 
Equipment & Materials 

Total TIPS 

B. !'SA 

Assi st. to Ass,.::iations 
Slort Term Training 
Invitational Travel 
Personnel 
Equipment & Materials 

Total JISA 

Policy Researdl & Developnent 

Slort Term Tech. Assist. 
Personnel 
Equipment & l-Bteria1s 

'Ibt:al Policy R&D 

aJrPUTS 

15 person years 
Approx. 133 p/rros. 
Trade missi.ons 
3 profess~ ;:1al~, 2 others 
Various 

Spec. an-related l\ctiv. 
Seminars & \'.brkshops 
Observation visits 
2 professionals, 1. other 
Various 

EcorXJtu.LC policy stooies 
2 professionals, 1 other 
Various 

I'X 

2,155 
896 
140 

60 

3.,251 

100 
50 
11 

25 

186 

200
 

10
 

210
 

1\. I. D. 
LC 

190 
263 

258 
30 

741 

150 
120 

16 
156 

25 

467 

50 
153 

20 

223
 

'IOTi\L 

2,345 
1,159 

140 
258 
90 

3,992 

250 
170 

27 
156 

50 

653 

250 
153 
JJ 

433
 

LC l-DS1' CDUIJrRY 
Pi\H.'l'. I~'l'. ESt'" 'IOl'AL 

290 
35 

290 
35 

325 325 

63 
43 

7 

63 
43 

7 

113 113 

PROJEC..'T 
'IOI'AL 

2,345 
1,.1·49 

175 
258 
90 

4,317 

313 
213 

34 
156 

50 

250
 
153
 
30
 

766 

433 



D. Project Coord. & t1gt. 
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Personnel 
Equipnent & Ma.terials 
logistic Support 

FlEI\.DES OJerhead 
(55% of TOL) 

4 professiorals, 9 other. 
Various 
I~ountry Travel, 
Publicat iop-s, etc. 

Office Space, utilities 
indirect later 

15 
352 

15 

300 

505 

352 
30 

300 

505 

186 186 538 
30 

300 

505 

Tbta1 Proj. Coord. & Mgt. 15 1,172 1,187 186 186 1,373 

Total Private Sector Export 
and Investment Promotion 3,662 2,603 6,265 624 624 6;889 

ContirBency 365 260 625 625---
Project 8'.lb-'Ibtal 4,027 2,863 6,890 624 624 7 ,5~4 

II. GJES Export and Investm:mt 
Prorrotion 

A. E>:port & Investment Strate:JY 
Formulation 

Slort Term Tech. Assistance Policy studies 150 150 l..r;a 

Total Export & Investment 
Strategy Fbrmulation 150 150 15C 

B. (DES Stratey Support 
Mechanisms 

Slor tiMed. Term T. A. 
Invitational Travel 
Training 
Persormel 
Equipment & Materials 
Program laJistic SJpport 

Technical studies 
Conf., obser. trips 
Seminars & \'1orkshops 
Various-HlCE reorgan. 
Various-r·nCE reorgan. 
Trade Fairs, Q'1e-Stop 

Inve::>tmcnt, Trade Info. 

300 
100 

200 

3eD 

25 

JOO 
100 
25 

200 

300 

50 

25 
500 
580 

2eD 

50 

25 
SOD 
SOD 

200 

350 
100 
50 

500 
700 

500 

Total GJES Strategy 
Sl'FFOI"t Medlani.sms gOO 25 925 75 1,200 1,275 2,200 

~
 



c. Policy Stlrlies 

Slort Term 'I'.A. (OOES) Policy stulies 
Dissemination, Policy Studies Publications, Seminars, 

etc. 
Slort Term T.A. (A.1.0.) Stlrlies & proj. evaluat. 

'Ibtal Policy Stu:1ies 

300 

400 

700 

100 

75 

175 

400 

75 
"100 

" ..,. r: 
0' ) 
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400 

75 
~OO 

875 

D. Free Trade Zone D=veloplTEnt 

S"lort/Med. Term T.A. 
Invi t. Travel/Training 
Equipment & Haterials 
Facility Paintenance 
Coostruction, Infrastrocture 
Cons truction, Factory Bldgs. 

'Ibtal Free Trade Zo~ 

D=velopment 

Total GJES Export and 
Invcstment Promot1on 

Contimency 

Project Sub-'Ibtal 

Project Total 

Policy/feasib. studies 
Observation stlrlies 
V,u:ious 
P-.epairs, painting of bldg 
Entrance rood, SClrlCr 
Approx. 170,000 sq. ft. 

200 
50 
75 

325 

2,075 

210 

2,285 

6,3)2 

25 

25 

50 

250 

25 

275 

3,139 

225 
50 

100 

375 

2,325 

235 

2,560 

9,450 

75 

75 

699 

500 
1,000 
2,000 

3,500 

4,700 

471 

5,171 

5,171 

500 
1,000 
2,000 

3,500 

4,775 

471 

5,246 

5,870 

225 
50 

100 
500 

1,000 
2,000 

3,875 

7,100 

706 

7,806 

15 ,320 
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TABLE C 

J?ROJEX:TlCN OF EXPTh"l)ITURffi BY FISCAL YF..AR-(05$060) 

SCURCE/USE ---- 1984 1985 J.986 1987 'I'01'~.r..l___a 

I. 'A. r. D. 

'A. Private Se~tor Export and 
Investm8nt : o':,.'ll!\otion

0' __-

Long Term '1'. A. 755 790 ~~o 2,345 
E.21ort Tel1n T. A. 235 600 • ,14 lA09 
Personnel 250 300 369 919 
Equipn~nt and M~teria1s 100 50 50 200 
Invit. Travel/Training 55 142 140 33'1 
Jl.ssist. to P..ssociations 40 ]25 85 258 
Logistic Support ( In-Co'Jl1try 100 100 100 300 
Travel, Publicatio:-Js, etc. 

FUSADZS' Overhe2ld (55 %of 'fDL) 137 165 203 50:) 

Sub-Toti3.1 A. 1.D. 1,672 ..J:J...272 2,321 ~265 

Contingency 170 225--- 230--- 625--
Total A. r. D. , Private Sector 
Ex!?'.):c t & I nvest. Promotion 1,84~ 2,497 ~.!.551 6,890----

B roES ~:oort__--A and Invest.!itent 
Promotion 

Siort/Med. 'j't~;.m '1'. A. (G:>ES) 300 390 385 1,075 
Ehor t Tenn T. A. (A.I.D.) 130 135 135 400 
Policy Stu:.1ics Dissemination 
Equiprrent and t1a.teria1s 

25 
)0 

25 
150 

25 
100 

75 
300 

Invit. Travel/Training 50 65 60 175 
Program Lcgistic Support 100 100 100 300 

Sub-Total 'A. r. D. 655 865 805 2,325 

Contingency 65 90 80 235 

Total A. 1. D. , G:>ES Export 
and Investment Pror:1otion 720 955 885 2,560 

Total A. 1. D. (I. A ... B) 2,562 3,452 3,436 9,450 
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II • H:GT ex:t.Jl\l'JRY (LC) 

A. Participating Institutions 

Stort Term T.A. 
Ccuntcrp3It Personnel 
Assist. to A.s~;cx:iations 

Invi t. Travel/Training 

'Ibtal, Part. Inst. 

60 
62 
10 
15 

147 

140 
62 
30 
50 

282 

140 
62 
23 
45 

270 

340 
186 
63 

110 

699 

B. ESF (LC) 

PerSL,:mel 
EquipL'Bnt and Iv~terials 

PrograJ~ IDgistic Support 
Free ~~ade Zone Develop. 
-Facili ty H:iintenance 
-{'.onstruction, Infrastructu::-e 
-Construction, F:ictory Blugs. 

Sub-Tetal ESF (Le) 

100 
100 
40 

350 
200 

790 

200 
200 
80 

100 
800 
800 

2,180 

200 
200 
80 

50 

1,200 

1,730 

500 
500 
200 

500 
1,00:) 
2,000 

4,700 

Contirgency 

'Ibtal, fSF (LC) 

80 

870 

216 
-.....:....;.:

2,396 

175 471 

Total Host Co..mtry (II. A+B) 1,017 2,678 2,175 5,870 

Total Project 3,579 6,130 5,611 15,32.9.. 



Inputs 

I. A- 1. D. Grant 

A. FUSADES 

Long Term T. A-

Short Term T.A. 

Persormel 

Caruncdities 

Invit. Travel/Training 

Assistance to Associations 

Other Coots (In-coontry 
travel, publications, etc.) 

Overhead 

Contingency 

Total A. I. D. Grant/FUSADES 

HE'TlODS OF IHPLEH~NrA'l'ICN JI~D FIMl\NCING 
(U5£000) 

r·!etho:: 
Impler..ent:.:>.t ion Financing 

Profit making contractor Direct Pay 

PSC Direct Pay 

PSC Dir0Ct Reimbursement 

Contract for Conun. Direct L/Comm. 

Direct Placement Direct Pay 

Basket of SJh-Projects Direct Reimbursement 

Non-Profit Contract Direct Reiml:ursernent 

Non-Profit Contract Direct Reirnb~sEment 

N/A N/A 
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2,345 

1,409 

919 

200 

337 

250 

300 

505 

625 

6,890
 



B.	 OOES
 

Short/Med. Term T.A. (OOES)
 

Short Term T.A. (A.LO.) 

Policy Studies Dissemination 
(Publications, Seminars, etc.) 

Canmcx'lities 

Invi t. Travel/Training 

Other Program Costs
 
(Trade Fairs, etc.)
 

Contingency 

Total I\. I.o. Grant-OOES 

II.	 Host Camtry Coonteq:.e.rt 

camteq:art GOES/FUSADES 

'Ibtal Project 

PSC 
PSC 

PSC 

Profit or NOn-Profit 

Contr':lct for Caur;~. 

Profit or NOn-Profit 

Direct Placement. 

Profit. or NOn-Profit 

N/A 

Din..'Ct Pay 
OirE.'Ct Reimburserrent 

Direct Pay 

Direct r~imburseT.Cnt 

Oir~t L/Canm 
Direct Heimbu.rsemcnt 

Direct. Pay 

Direct ReimburseIl'Cnt 

N/A 
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950
 
125
 

400
 

75
 

275
 
25
 

175
 

300
 

235
 

2,560
 

5,870
 

15 ,320
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'I'n:; ?-:::::~:::=!.! c: t::c r':~C ~(:.=:: ::.~ to ir:=~a!jc C:j:7.:.-~.-:"(";1ic.·:-J::'1 

C::':;~:;=~t tc :-'.~:-i~t ';'::5 F·': inr ti~s in the n::·:'";-t=<:di ~ic:1~.-:'. 

i:.::::::~:"j;!.l r.I·.~-:r;,!, te' r'~:".~:'ilitut~ i.~n~ reac.::i·v\::te t.rl~ir 
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i.;~'.zi; :t~E; i:'; t!"~~ c=o:-:::~~~. 

'j,-rl~' b:isic "::'-.·:"'..t-::t of ~.:~c,o pro;:C!ir:::: t .. !. D. Prc,jt2ct \·:=·~lc '::-:": to 
stc:>ilizc t:l:: sal'.'a:::-:-:':1 c=c'~c;:,\:' ~)' irlcr~~'=)t:ir:S c::c:1i t 
o'.'c.il~"ililt"·, in:::c~~ir:~ tJ~!? level 0= c1iI';")l~:.r~~~::,:, ir::;:n:a\'i~ 
r.\)""_ • '.l~...,--:.·t..L.._r.::. 0- !- ':"-~.... """'-."" i.n~-. s·,........"\.,-t'_ ng tJ,;' ;........ ··1· \':> \,; .... _ L.I:
st:.oc·"c'" '_., w ' .... - _ ••• _..... .....::':.__ _ \,;". _ 

d~t~'blishin::; n!::·.·.. c:-?:::-t ir.:3~::;tric!:: to nO:1-tri::c}i ticncl i7ii:::-l:ets 
:in n:;n-t:-adi t.ic;-.~l Fo·:'-;:lSt:=ts. '?o,e stir.mlatio:1 of e:.:p::>::ts ~ ..Hl 
inc::r€nse t...'1e use 0: ?::c£'.<::nt.ly ~'1:.!e=-lJtilizc:3 incustrial 
~?Jcity, c~?i tali:.c c:-. th~ p::>t'::''1tial trad~ c-:::;cii ts 0: t.~e 
~.T ~.~-'" • ..·~,..o ~ ":~':"';""'--·l .... .; .. ~:\ - -~ .. t th ,..""'::'.L, ':.I\:I.~.. C.'''_ "c;_.....~...:.. ..C_C.g:-l e.·.c.:'1aJ1:le a: .... ?l: e .c ...onc:ray 
cn CL"l c~:po=:'-led gro·....G'1 p=ith • .. 

Best Available Docum.ent 



rage 2 of 4 

]\nnc::·; l:3--- .._-

There n.re four proj:..ct C.'ol::p:J:1ent~: 

Fi~~cjal nssi$tuncc 
Privatc Sectc:' TnK;e i1."1d Investment: Promotion ~..rvi ccs 
GC£S Expo:'t a.~= Invcst..":1cnt Prc)l'X)t:.ion Services 
Policy R:=search und ~vclc.:."..lent 

The proje=t IS l:esources \Jill b~ usee to p::nV1CC crce it, 
tc~~ical nssist~~=c and truini~~. ~1is project will help to 
assure that 5:r~11 and mic:o::-b~::;inc!;scs rece.ive tj·w 

• • , 'If • 1 d ~ ...' . . - .. 'I- ' 
te~nrnca"" ~L!qe::l2. an C::IX.:l .. Cl~slst;:.ncc .~·nlC:1 ~.I'3V neCCl to
 

_" .. ,.. 1: "'~r:"'\- .,; .~""'\ 1 ••• ;_ t"'- ~·_ .. t 7-r..... r . r-'"
CO.,t:.ln'-J_ 1..0 c:~ __ .... _e ~l.n~ c ....:.~c ...nc ..• c~:-,:'\c_ ..... . ..1_ P_O)c ...... 
\','i11 pro'Jicc th'2 resm.:..rces (roth In':;ii..'I) nnd 'ct:l?i ttJl) fo:: these 
btlsin~~~e~ to c~~~6 r:::c--=~::tic;; ~%1a pr~~u::tivi~;'1 rc~~tin; i:1 
"e...""1u:::e:.i t1."16~rc~Dlo\~:1~nt. z...""':d un~:C=l~tili::..:~tion o£ ~~Y,·sic.nl 

c.<:l?Zicity <!..",::3 th~ cl.-cct.io:1 0:: net:. flC....• jC~3. The s;d~ 
itn?licutic:1~ of t'r:,,~ cIr.?loY:71cmt cl!ld in::":JliiC:? il:l?Jct~ on 
'b~ncficiarie!:l <l.'"'.d t:JGi:- fu.;:'\ilics l,'ill b; high in c. cO\l.~try 

e':P"?=icn=ing 42.~ u.~e::l?lo~,'!-:C~lt c...nd int:cI:1al violc:1::e. Tne 
iJ::;:-xt:.ancc 0: s~·.... in9 job::: a.'1~: crcat.in:; nct:. nc\'/ jCb5 ur.c.:er t.'lC.' 
cir~l1.':1Sta....,c~s, i:.:-2=i'~£ittir;:: p~i~ci~::.ll~· t.i1C lci):)rir:::; c::.;-:~ 

lo...·cr-;:lic:~lc ~r::::~wc grou;':; 0: t:nc p:;p:.;lation if; 0= co:1=:;icJcrc:tlle 
(3:' ~'lo:r.ic a;Jf.) so=i2.1 ::;igr:i::ic2..'1ct:. 

~~ct Iou~ti~icu~ic~ 

a.~d EvQl~~tio:1 1/ 

a. In=rcasing the po~~lat.icn 

b. Extrc.ctir.-; n~tur2.1 rc~ot::'ccs 

c. ~~~ clca:'in; 
d. Cr~sing soil ~~2.rccter 

2. JIo.ltcrin:. natu=a1 defenses 
3, Foreclcsin:J' i.r.;:crtant uses 
4. JE::O.~ruizing man 0:: his wo::)~s 

5. Other factors 

11 Tne follo,ling syt'mls r.ave b~ used: 

N 
1-1 
N
 
N
 

l~ .:.~~ c..·wirOnl'';1~ta1 i::wact u -Unr~cym cnviromental i~~ct 
L -Littlc enviro~ntal-iw~~ct + -Ba~efici~l irr.-~ct 
1:1 ~·)ojci.'ate c..'1vi::ci.rnet.al it7,=Uct -NegatiVI:! ir;:-...act 
H -Hi ~h e;vir.C:;1;io::!Qtal i!:p.:lct 
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D. \'.?\TER C:J.1\LlT'i 

1 
2. 
3. 
4. 

Physj cul state or wale:' 
Chemical und biolcgicul 
Ecolo:Jica1 balunce 
Other factors 

stutc~ 

N 
H 

c. rol~OSPBERIC 

1. 
2. 
3. 
~: 

Air acditbes 
Air FOllut.ion 
:tbi 5C p::>llution 
Dtl1cr lu':tors 

u 
IT 
N 
N 

1. Di vc-:-sio~, alter~ usc of \,'atc.: N 
2. Irrcvo::.::.;i~lc, incf:2icicnt cc."7Jni ~cnt.s N 
.~..... O~hcr fi.lc~ors TI 

1. 
2. 
3. 

AltL~:in:J pl1YS~.Cal ~')'l7"~:x>ls 

Dilutio~ 0: c~t~til truditi~.s 

CY-.Jlc.= fccto!' s 

2.
:3. 
~.; 

Ojc.ns~s lfJ ?:;~j:.:l2.: iC:-1 

·C:jc~n::lc£". 1n Cl.ll t\l:::'2.1. ;-8t.tc:....""T'.3 
cr":ne= f~ctc\~s 

C:°UD; i fl;j a :13 t:..:.:.-al e.... \."i ~O:1::l~.n t 
Elimir'-'l::'i:-:S u...... (:CO~jstc."J clc::.:.:;nt 
O:.:.hQr factors 

N 
H 
1'1 

1. 
2. 
':1.... 
4. 

L~tcrn3tic~ i~?3cts 

ec..,tro'.'e..rsiul i::;r-~cts 

L:lr"gc:r p:-cg::-c=t i !!i?...c.:cts 
O~"":e..r f.21ctxs 
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