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ACTION MEMORANDUM FOR THE ASSISTANT ADMINIST

FROM : LAC/DR, Dwight B. Johnsm\)uu,/% ( _

SUBJECT: El Salvador -- Balance of Pay ents\AgSistance Program
No. 519-0310 -- Authorization Amendment No.l

Action: Your approval is requested to amend the subject
Program Authorization to allow for the reimbursement of
approximately §16.0 million to the Salvadoran Central Reserve
Bank (BCR) for eligible import transactions financed with the
BCR's own resources prior to the subject Program's
authorization date of May 9, 1985 recroactive to October 1,
1984.

Discussion: The subject program was authorized in the amount
of $160 million to provide continuing balance of payments
assistance to El1 Salvador necessary for economic stabilization
and recovery. The program's strategy is to support the
Government of El Salvador's (GOES) policies and programs
designed to: (i) re-attain financial equilibrium and economic
stability; (ii) engage the productive private sector in
reactivating itself and in rebuilding the economy; and (iii)
consolidate the agrarian reform.

Conditionality for the program requires agreement between
A,I.D. and the GOES on those measures necessary to strengthen
the economy and the agrarian reform. Principal areas of
conditionality include treatment of the exchange rate and
fiscal deficit questions, and acceleration of the consolidation
of the agrarian reform.

To date, §100 million of the authorized funds have been
disbursed and the Mission reports that the GOES is closing on
the satisfaction of additional conditions such that another §30
million can be disbursed shortly. 1In planning for the
disbursement of those funds, the BCR has asked that it be
allowed to use a portion of them for reimbursement on
approximately 8§16 million worth of eligible import transactions
which took place prior to the authorization of the subject
program, retroactive to the beginning of the Fiscal Year.

Reimbursement for prior eligible transactions will have a
number of positive results: (a) It will help the BCR in its
efforts to clear the backlog of commitments to sell foreign
exchange at the official rate of 2.50 colones to the dollar
prior to unification around the end of the year; (b) It will
help ease inflationary pressures that are expected to worsen in
the coming months as a result of external debt repayments due
in 1986; and (c) It will help to alleviate the foreign exchange



cash crunch resulting from reduced export levels and/or
prices. Finally, approval of this action will enable the
Mission to be forthcoming with the GOES at a critical point in
time and thus strengthen our negociating hand as we press on
the exchange rate, fiscal, and agrarian reform questions.

All other terms, conditions, eligibility criteria and operating
procedures will remain the same as before.

We have reviewed the request with the Mission and concur with
the proposed strategy.

Recommendation: That you sign the attached PAAD facesheet
permitting the reimbursement of $16 million worth of eligible
transactions financed with the BCR's own resources prior to the
program's authorization date of May 9, 1985 retroactive to
October 1, 1984,
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The purpose of this amendment is to authorize the use of $16
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