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FY 1982 ANNUAL BUDGET SUBMISSION

TABLE I - LONG RANGE PLAN BY APPROPRIATION ACCOUNT ($ Thousands)

relopment
sistance

ture, Rural Dev.
ition

. Decision Unit El Salvador
FY 1980 FY 1981 FY 1982 REQUEST PLANNING PERIOD
EST. EST. MIN CURR  AARL 1983 1984 1985 1986

ts 1,480 1,196 270 - 770 1,000 1,500 1,500. 1,500
S 10,000 12,000 - -~ 10,000 10,000 15,000 15,000 15,000
ion '
ts 870 1,510 1,510 - 1,510 1,500 1,500 1,500 1,500
s - - ~ - - - - - -
ts 739 1,050 100 - 100 500 500 500 200
IS - 4,000 - - - 5,000 - 5,000 -
on
its 460 - - - - - - - 300
1S - - - - - - - - 5,000
:d Dev. Activities
its 1,390 1,809 2,120 - 2,620 2,000 1,500 1,500 1,500
18 10,000 17,000 14,000 - 20,000 15,000 15,000 10,000 10,000
AL FUNC. ACCTS. .
ats ) 4,939 5,565 4,000 - 5,000 5,000 5,000 5,000 5,000
ns 20,000 33,000 14,000 - 30,000 30,000 30,000 30,000 30,000
DA ACCTS. (Specify) '
nts - - - - - - - - -
ns - - - - - - - - -
DA ACCTS.
nts 4,939 5,565 4,000 - 5,000 5,000 5,000 5,000 5,000
ns 20,000 33,000 14,000 - 30,000 30,000 30,000 30,000 30,000
iic Support Fund
ints 5,000 25,000_ 2§,Q0Q7 - 25,000 25,000 20,000 2¢,000 20,000
DA AND ESF 29,939 63,565 43,000 . - 60,000 60,000 55,000 55,000 55,000
) (non-add)
tle I 3,000 25,000 25,000 - 25,000 25,000 25,000 25,000 25,000
f which Title III) - 25,000 25,000 - 25,000 25,000 25,000 25,000 25,000
tle IT 3,000 3,000 3,000 - 3,000 3,000 3,000 3,000 3,000
ng Guaranties (non-add) 15,000 - - - - 15,000 - 15,000 -
PERSONNEL USDH 17 23 23 - 23 23 23 23 23

FY 82 AAPL can not be managed with the given personnel planning level.
Please see Table I Narrative.
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Decision Unit El Salvador

TABLE T - NARRATIVE

PART I

| For FY 1982 the Mission proposes a program consisting of $35 million
in Development Assistance, $25 million in Economic Support Funds, and

$25 million in PL 480 Title I. 1In addition there will be ten terminating
projects with pipeline of $25.3 million. The Mission's direct hire
personnel planning level is 20 U.S. employees and 36 foreing nationals,
roughly the same personnel levels as when our annual assistance levels
were less than $10 million. In planning El Salvador's greatly expanded
program for FY 1980 the Mission relied heavily upon AID/W and other LAC
Missions for TDY assistance. In planning future year programs the Mission
will continue to rely upon such assistance. However, to achieve greater
efficiency the Mission plans the following changes in its program. First,
it plans to develop and implement fewer but significantly'larger projects.
For instance, in our FY 1981 ABS the Mission proposed twenty six new and
continuing projects in the AAPL decision package. In the FY 1982 ABS, at
an AAPL many times higher, the Mission proposes a program consisting of
only seventeen new and continuing projects. Secondly, we have proposed

no new education projects thus eliminating one sector from our program.
Finally, because of their priorities and initial indicatiomns of success
we propose to extend several projects included originaly in our accel-
erated impact program thus obviating design requirements for several new
projects and utilizing host government management capabilities developed

during prior years.



Despite these meagures, however, the Mission's direct hire persomnel
planning level is not compatible with éhe FY 1982 AAPL. ‘- While TDY assist~
ance can be very effective in assisting in project design and evaluation
such assistance has a much more limited value in project implementation.
Begimming in FY 1981 the Mission's project implementation work load will
have assumed massive proportions. Accordingly we estimate our minimum
personnel levels biginming in FY 1981 to be 23 U.S.D.H. and 42 FNDH.

Of the latter we expect two such positions to P.I.T. and to be filled by
dependents of U.S.D.H. staff. These slightly increased levels, while
enhanéing the Mission's project implementation capabilities, still represent
a very low direct hire personnel to program level ratio and must be reas-—
sesed at frequent intervals to determine that both the overall levels and
Ehe pérsonnel mix are sufficient to implement an assistance prégram of the

magnitude and importance as that of El Salvador.

PART II

The Mission proposes decreased levels in Title I and ESF in FY 1983
and beyond. It is also possible that by FY 1983 the Peace Corps will again
assign volunteers to E1 Salvador. If so the Mission will resume the close
coopeartion it has had in the past and will rely extensively upon Peace
Corps Volunteers to develop and monitor a number of projects particularly

SDA projects. Additionaly, the Mission expects, beginning in FY 1983, to



reduce still further the number of projects under implementation by
terminating smaller projects and desigﬁing fewer but larger new projects.
Degpite these measures, however, we remain convinced that the program,
because of its magnitude and complexity, will not permit a reduction in

-

either U.S. or foreign national direct hire employees.
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TABLE III - PROJECT OBLIGATIONS BY APPROPRIATION ACCOUNT
FY 1980 TO FY 1982 '
($ thousands)

BEST AVAILABLE )
' Decision Unit El1 Saly

FISCAL YEAR 1982 a

APPROPRIATION ACCOUNT FY 1980 FY 1981 i MINIMUM | CURRENT | AAPL i
f
hgriculture, Rural ]
Development, and Nutrition i
519-0167 Technical Support el 155 150 | 100 100
519-0215 Save the Children ;
| Foundation - OPG G 77
519-0222 La Leche League-0PG G 200 118 | 170 170
519-0229  Small Producer |
Development G 500 250
'519-0229 Small Producer :
| Development L 5,000 4,000
|519-0244 Basic Food Improvement
and Distribution G 500
'519-0244  Basic Food Improvement
and Distribution L 6,000
|
519~0250 Urban Food Stores
| AIFLD - OPG G 100
519-0251 Marginal Community
Improvement G 350
519-0251 Marginal Community
Improvement L 1,000 1,000
519-0253 Health and Nutritiqn G 175 101
519-0256 Public Sector
Employment L 4,000 2,000 4,000
519-0269 Natural Resources
Management G 300
519-0269 Natural Resources
Management * | L 5,000
GRANTS - 1,480 1,196 270 770
LOANS 10,000 12,000 - 10,000
Sub=-Total Food and
Nutrition Sector 11,480 13,196 270 10,770
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TABLE III - PROJECT OBLIGATIONS BY APPROPRIATION

BEST AVATILABLE

APPROPRIATICN ACCOUNT

Population
519-Q0149

519-0181

519-0210

Sub-Total Population Sector

Health
319-0178

519-0254
519-0254

519-0253

519-0273

Population and Family

Planning
Technical Support

Population Dymamics

GRANTS

LOANS

Technical Support

Integrated Rural/
Urban Health

Integrated Rural/
Urban Health

Health and Nutrition
Training of Rural
Health Promoters -
OPG
GRANTS

LOANS

Sub~Total Health Sector

FY 1980 IO FY 1982

{5 thousands)

FISCAL YEAR 1982

Decision Unit El Sa

ACCOUNT

»

FY 1980 FY 1981 MINIMOM CURRENT | AAPI
G 850
G 20 10 10 10
G 1,500 1,500 1,500
870 1,510 1,510 1,510
870 1,510 1,510 1,510
e =S _4======#=======
G 40 100 100 100
G 500
4,000
G 650 450
G 49
739 1,050 100 100
- 4,000 - -
739 5.050 100 100
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TABLE III -~ PROJECT OBLIGATIONS BY APPROPRIATION ACCOUNT
' FY 1980 TO FY 1982 :
{($ thousands)

BEST AVAILABLE )
' Decision Unit El Salw

: FISCAL YEAR 1982 .
APPROPRIATION ACCOUNT FY 1980 | FY 1981 | MINIMUM | CURRENT | AAPL

|Education and Human Rescurces
Development

'519-0168 Technical Suppert G 60
519-0260 Reform and Policy
Planning G 400
GRANTS 460 - - . -
LOANS - - - -
| Sub-Total Education Sector 460 - - ‘ -
! —e _ ==

|
Selected Development Activities . ' .

l519-0094 Special Development

Activities G 50 - 100 100 ' _ 100
i
t51‘9-0177 Technical Support G 40 50 50 50
519-0197 Techneserve G 80

519-0223 League of Women Voters
OPG G 120 . 134

519-0219 Partners of the
Americas - OPG : G 100 100 100

519-0235 Amigos de la Tierra
- OPG G 150 100 100

519-0242 Development of Local
Government Services G 500

519-0242 Development qf Local
Government Serwvices L 10,000 5,000 5,000
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TABLE III - PROJECT OBLIGATIONS BY APPROPRIATION ACCOUNT
FY 1980 TO FY 1982 :
($ thousands)

BEST AVATLABLE
Decision Unit EL S/

. FISCAL YEAR 1982 >
APPROPRIATION ACCOUNT FY 1980 | FY 1981 | MINIMUM | CURRENT | AAPL

519-0251 Marginal Community

Improvement G 475 125
519-0251 Marginal Community
Improvement L| 4,000 4,000
519-0256 Public Sector Employment G 125 500
519-0256 Public Sector Employment L | 6,000 3,000 | _ 6,000
519-0260 Reform and Policy |
Planning G 500 450 1,000 1,000
519-0270 Salvadoran Red Cross-OPG G ' 200 270 270
519-0271 Development Bank G - 500 500
519-0271 Develooment Bank L 9,000 | : 9,000
Grants 1,3§0 ‘ 1,809 2,120 2,620
Loans 10,000 17,000 14,000 20,000
Sub~Total §.D.A. Sector 11,390 18,809 16,120 22,620

SUB-TOTAL FUNCTIONAL
ACCOUNTS 24,939 38,565 18,000 35,000

Other Programs (Specify) - -

TOTAL ALL DA
APPROPRIATION ACCOUNTS 24,939 38,565 18,000 35,000
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TABLE 1IT - PROJECT OBLIGATIONS 3Y APPROPRIATION ACCOUNT
FY 1980 TCQ FY 1982 '
($ thousands)

BEST AVATILABLE

: Decision Unit EL SALl

FISCAL YEAR 1982
APPROPRIAION ACCOUNT FY 1980 | FY 1981 [ MINIMUM | CURRENT | AAPL

Economic: Support Fund

519-025% Technical Assistanca
Support G 150 - - . - -

-

519-0259 Agrarian Reform Supvort G 3,250 - - - -

5190261 Agrarian Reform Scpport

AIFLD - OFG G| 1,000 - - - -

519-026{. Agrarian Reform Sector
Phase II G ~ 25,000 - - -

'519-0263 Agrarian Reform Sector
Phase III G - - 125,000 - 25,000
TOTAL ESF 5,000 | 25,000 | 25,000 - 25,000

TOTAL DA AND ESF 29,939 63,565 43,000 - 60,000
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Project Title:
Project Number:

Proposed Funding:

Functional Account:
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Population Dynamics

519-0210
FY 81: § - loan;
LOP: $ - loan;

Population Planning

$1,500,000 grant

$9,925,000 grant

Project Background:

El Salvador's rate of population growth is ome of the
highest in the world. At the current rate, the population will double in
21 years, reaching 9 million by the year 2000. The possible ramificétions
of this tremnd in térms of food, basic services, poverty and emvironmental
degradation are obvicus. While family planning services are offered in all
Ministry of Health clinics, the availability of contraceptives in rural
areas is still very limited. In short, rural poor contribute most to
population gtowth. For example, the 1978 National Contraceptive Prevalence
Survey shows that 56.4% of married women in the capital city's metropolitan
area were using contraceptives wﬁile only 26.27%2 of married women in rural
areas were practicing family planning.
that the country may be on the verge of a major and sustained decline in
fertility. 1In 1979, some 23,000 sterilizations were performed, and the
national contraceptive prevalence rate had increased from 21.6% in 1975 to
34.4% in 1978. 1f the activities envisioned in this five-year project have
their expected impact, contraceptive use should increase to 60%Z of married
The result would

women by 1986, and desired family size should be reduced.

be a population of 8 million by the year 2000 instead of 9 milliom.

There are encouraging signs, however, -
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Project Purpose and Problems Addressed: To reduce'El Salvador's annual

rate of population growth from the preéent 3.3% to 2.47% by 1986. Activities
started in FY 1980 will continue with emphasis on expanding sterilization
services, community-based contraceptive distribution in 2,000 villageé,

and commercial retail sales of contraceptives in over 800 pharmacies and
3,000 small shops. A second national contraceptive pfevalence survey

to measure impact on the birth rate will start and studies will be initiated
on reasons why some women are not contracepting. Other continuing activities
include mass media and interpersonal promotional programs and motivational

seminars for national and state-level leaders.

Host Country and Other Donors: The Government of El Salvador (GOES) will

provide an estimated $12.8 million during the life of the project. Other
donors will provide $12 million. Funds will be spent on family planning
services, research, evaluation, supervision, equipment, educational

campaigns, and training.

Host Country Entities: The GOES Ministry of Health, Ministry of Planning,

the Salvadoran Institute of Social Security, and the Salvadoran Demographic

Association.

Major Issues: None
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Target Group: Primary beneficiaries will be rural women who will for the

first time have access to methods whicﬁ can limit their fertility.

Nationally, some 356,000 married couples will benefit directly from family
planning, and the total population will benefit from the population gfowth
decline and the subsequent higher level of economic and social development.

The estimated A.I.D. cost-per-direct bemeficiary is estimated to be $28.
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Project Title: Home Economics Extensionist Training

Project Number: 519-0219 PV0: Partners of the Americas .
(Louisiana-El Salvador)

Proposed Funding: FY 81 $100,000 FY 82 $100,000 FY 83 $100,000
LOP  $300,000

Functional Account: Selected Development Activities - (OPG)

Project Background: It is estimated that less than 8% of the families

living in rural areas of El1 Salvador are reached by any’form of home
extension services. Efforts to upgrade the living conditions, health,
and nutrition of the rural poor are directly affected by the limited
members of extension pergonnel due to_the lack of a training school.
This project was develoﬁed in recognition of this need after several
years of exchange wogk in agriculéure and rural development between

Louisianaand E1l Salvdor through the Partners of the Americas Program,

Project Purpose and Problems Addressed: The project seeks to develop a

nutrition and home ecomomics center to train extensionists to improve
the quality of rural family life through improved food and nutrition
practices, resource management and family planning acceptance. The
Louisiana Partners in coordination with the El Salvador Partners will
establish a permanent training facility, provide a full time center
administrator, assistant and course coordinator as well as two Louisiana
exchange trainers. The center will provide additional in-service train-
ing for professional home extensionists, establish basic and expanded
training to qualify new extensicn workers and will provide seminar and

short courses directly for family leaders in the immediate Center area.



- 20 -

At the end of the project, there will be a fully staffed and functioning
national level home economics training center with.a completely developed
curriculum and training aids support; 120 home economics specialists will
be qualified to assume responsibilities with major extension services;
360 adults from surrounding communities will have participated in center
activities and have supplemented family income through improvement of
home industries and gardens. The project is expected to result in diver-
sification and production of home gardens and small anémal husbandry
projects, increased utilization of technology appropriate to community
resources, increased skills in project planning and management on the
part of community leaders, increased use of family planning services,
increased awareness and implementation of preventive health measures,

and in increased opportunities for women to play leadership roles, par-
ticipate in income producing projects and make improvements in their

family's health and wellbeing.

Host Country Entities: This project will be carried out in cooperation

with the Department of La Paz, Municipality of Zacatecoluca, and the

Ministry of Agriculture.

Major Issues: None

Target Group: The immediate target group of this project are the people

of the Department of La Paz. It is estimated that 817 of the people in

La Paz live in rural areas. Of these, 75% live in one room dwellings of
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which 90% have dirt floors; only .09Z have water comnections. 427 of all
deaths are among children under five. One-half of the children in this
area- only reached between 75-90% of their weight for age and almost 16.27%
reached only 60-75%. The area is estimated to have 5.27 of the total.
population and only 1.2% of the doctors. 40.7%7 of all pesticide intoxi-
cation in the country is reported from La Paz, where 45% of the rural
population is illiterate. Based on prior experience, each extensionist
trained by this project can reach 75 rural families ea;h,with a population
of 5.6 individuals; during the first three years of the project, therefore,
it is projected that some 50,400 people will be reached by the graduates.
These will be in addition to the 120 adults and rural leaders who will

benefit from seminars and short courses at the Center itself.
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Project Title: Pretection of The Lava Biospﬁere of San Salwvador
Volcano '

Project Number: 519-0235 PV0: Amigos de La Tierra

Proposed Funding: FY 8l: §$150,000; FY 82: $100,000; LOP: $250,000

Funding Account: Selected Development Activities (OPG)

Project Background: "Amigos de La Tierra" was founded .in 1949 as a non-

profit voluntary organization. The organization currently is composed

of 782 permanent, voluntary members. Since its founding, Amigos de La
Tierra has been responsible for several important activities such as the
introduction of soil conservation techniques, creation of artificial lakes,
rain water storage projects, and providing stimulus to the creatiom of

the GOES- Agriculture Extension and Home Economics services, conservation

and creation of natiomal and private parks (this last activity was

developed in cooperation with the GOES Ministry of Agriculture and Lousiana-
El Salvador Partners of the Americas). Recently, the association organized =
a forum panel to discuss the possible contamination of the aquifers located
around the volcano of Sam Salvador. The aquifers, which could provide water
to the city, may become polluted by garbage disposal, human invasion and
lava destruction. To correct this problem, the Association is interested

in developing a project called "The lava biosphere of the San Salvador or

Quezaltepeque volcano.
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Project Purpose and Problems Addressed: The purpose of this project is to

protect the biosphere of the San Salva&or volcano. Activities will consist
of the partial support for establishment of an experimental conservation
station aimed at testing and introducing natural insect control methods

in crop protection programs in E1 Salvador and other measures to protect
the biosphere. The project is expected to result in an increased utili-
zation of technology appropriate to community resources, increased
awareness and implementation of pollution preventive measures which in

turn will create better health conditions.

Major Issues: None

Target Group: Immediate beneficiaries of the project will be the settlers

living on and around the lava fields. Ultimate beneficiaries will be the
land laborers as a result of improved potable water sources as well as the

envirommental conditions in general.
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Project Title: Development of Local Governmment Services

Project Number: 519-0242
Proposed Funding:  FY 81: $10,000,000 loan; $500,000 grant
FY 82: §$ 5,000,000 loan; § -.- grant

LOP: $15,000,000 loan; $500,000 grant

Functional Account: Selected Development Activities

Project Background: Most of E1 Salvador's 261 mnnicip;l governments are
capable of providing only minimal public services because of iﬁadequate
authority and insufficient human and financial resources. Recenﬁly, the
Government of El Salvador (GOES) initiated efforts to decentralize natiomal
govefnment programs by giving local governments more authority for community,

social and economic development.

Project Purpose and Problems Addressed: To strengthen the capacity of local

government institutions to provide improved basic community services to both
the urban and rural poor. 3Built upon the Basic Community Services Program
initijated in FY 1980, this project will strengthen local govermments by
developing their capacity to plan, stimulate, and organize community level
projects for the provision of such basic physical services as: the construc-
tion and operation of markets, slaughter houses, meeting halls, cemeteries,
and water and electric systems; and the maintenance of streets, public

buildings and public facilities. This new project will support the
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improvement of municipal administrative services -~ including land regis-
tration, tax collection and utilizatioﬁ, and civil registry.

A.I.D. will fund technical assistance in municipal organization and
daevelopment, fraining in community development and project preparation
commodity management, and limited operational support. About 400 municipal
projects will be completed during the life of the project and approximately

875 infrastructure and services projects will begin during FY 1981 and FY 82.

Host Country and Other Donors: The GOES contribution to this project is

estimated at $5 million. It will finance training facilities, increased

administrative staffing and commodties.

" Host Country Entities: GOES Ministry of Interior

Major Issues: WNone

LI

Target Group: The total population of the 240 target communities of this

project is 2,520,500 -- all of whom will bemefit directly or indirectly from
the improved and increased public services. The estimated A.I.D. cost-per-

family is $30.
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Project Title: Basic Foods Improvement and Distribution

Project Number: 519-0244
Proposed Funding: FY 82: $6,000,000 loan; $500,000 grant
LOP: $6,000,000 loan; $500,000 grant

Functional Account: Food and Nutrition

Project Background: E1l Salvador has one of the highest rates of mal-

nutrition in Latin America with 74% of all pre-~school children falling

below s;andard ﬁeight for age criteria. The problem is rooted nmot only

in a lack of income but also in chronic'and seasonal food shortages due

to inadequaciés in the food production, processing and distribution system,
inappropriate food utilization, and nutrient robbing health conditions.

To confront the problem the GOES has undertaken a National Food and Nutrition
Program to which this project as well as the FY 80 agrarian reform and FY 80

and 81 health activities provide support.

Project Purpose and Problems Addressed: To raise the nutritional status of

low-income Salvadorans through improvement in the quality, demand, distri-
bution, and utilization of basic foods. The project, will be coordinated
through the GOES National Food and Nutrition Planning Committee, builds on
actions initiated under the FY 79 Nutrition Improvement Grant. It directly
addresses the key problems of food distribution and utilization in the

target group, and emphasizes the optimal use of domestically produced basic
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food resources. AID will provide technical assistaéce and training for
nutrition planning; expansion of GOES food outlets; feasibility studies
and construction costs for faci}ities to industrialize at least one food;
design and implementation of a mass media nutritiom education programg and

planning and implementation of a community feeding program.

Host Country and Other Donors: GOES support of the National Food and

Nutrition Program is expected to exceed $3 million, and will be supple-
mented by other donor contributions including technical assistance from
the Pan American Health Organization and the Central American Nutrition
Institute, and supplementary foods from the PL 480 Title II program and
the World Food Program for matermal child health and community development

programs. -

Host Country Eatities: GOES Ministry of Planning, Ministry of Health and

Ministry of Agroculture,

Mavor Issues: The strength and focus of GOES commitment to positive policy

development and implementation in the Food and Nutrition area will need to
be explored and sharpened during project design. Coordinatiom with other

donors in the project will begin in the design stage.
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Target Group: The project is designed to provide improved accessibility

to a nutritiocusdiet to more than 2 miliion poor Salvadorans through measures
to improve food quality, distribution, planning and utilization. Nutrition
education and supplementary feeding activities supported by the project
will directly benefit 200,000 poor rural and urban children under six and |

women of reproductive age.
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Project Title: Public Sector Employment
Project Number: 519-0256
Proposed Funding: FY 80: 510,000,000 loanm; $125,000 gramnt

FY 81: §$ 5,000,000 loan; $ -.- grant
FY 82: $10,000,000 loan;  $500,000 grant
LOP: $25,000,000 loan; $625,000 grant

Functional Account: Food and Nutrition and Selected Development Activities

Project Background: The economic and employment situation in El Salvador

deteriorated drasticaly during 1979 and 1980. One of the major long-term
aims of the new government, which took control in El Salvador on October 13,
1979, is to increase national production, employment and incomg.r In the
short-term, it is focusing on the immediate ways in which econoﬁic activity
can be reactivated and employment stimulated, the basic food and health needs
of the poor can be met, and basic reforms can be initiated. In order to
partially éssist the GOES in these efforts, this loan/grant project was
authorized on March 6, 1980 with a total LOP of $15,125,000. The Mission
proposes to extend this project one additional year and to increase LOP
funding to $25,625,000 to enable the GOES to continue to implement reforms
and to reduce the national rate of unemployment,thereby increasing préduc—

tivity and the income of the poor.
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Project Purpose and Problems Addressed: The project is designed to respond

to an immediate need to stimulate econémic activity and restore public
confidence., 1Its prim#ry purpose is to increase employment and income
opportunities for un~and underemployed laborers throughout El Salvador.

Its secondary, longer-term purpose is to institutionalize a system through
which the GOES can make optimal.use of laBor—intensive public works projects

to absorb surplus labor and increase incomes of the poor.

Host Country and Other Donors: The GOES contribution to the project is

estimated at $6,500,000.

Host County Entities: Ministry of Public Works: Directorate of Roads,

Directorate of Urbanization and Architecture, and Natiomal Administratiom
of Aqueducts and Sewers. Minigtry of Agriculture: Directorate of Natural

Renewable Resources, and Directorate of Livestock.

Major Issues: None

Target Group: At least 65,000 persons will be employed, and will receive

income supplements as a direct result of the public works fimanced through
this project. Project beneficiaries will also include a substantial number

of urban and rural poor who are currently without basic water and sewerage
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services. In San Salvador aleme, it is estimated that some 100,000
pecple living in tugurios and illegal settlements will directly benefit

from the new infrastructure and services provided under this project.
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Projeét Title: Reform and Policy Planning

Project Number: 519-0260 '

Proposed Funding: FY 80: - | loan; $ 900,000 grant
FY 81: - loan; $ 450,000 grant
FY 82: - loan; 31,000,000 grant
LOP: - loan; $2,350,000 grant

Functional Account:  Selected Development Activities

Project Background: In recent years, numerous experts and consultants have

pointed out the need for basic reform in El Salvador's socio-economic structe
ures if growth with equity is to be achieved. Shifts in economic development
ﬁolicies along with agrarina reform and changes in tax and fiscal policies
have consistently been identified as priority areas of concern. 1In régponse$
the USAID supported a n;mber of technmical cooperation and planning projects,
and on April 23, 1980 authorized the two-year Reform and Policy Planning
Grant Project, with a total LOP of $1,350,000. The Mission proposes to
extend this project one additional year and to increase LOP funding to
$2,350,000 to enable the GOES to continue to implement reforms and address

pressing economic problems.

Project Purpose and Problems Addressed: To enable the GOES to plan and

implement policies and programs addressing basic and long standing problems
such as employment generation, agricultural land reform, urban development

and environmental degradation.
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Host Country and Other Donors: The GOES contribution to the project is

estimated at $600,000.

Host Countrv Entities: The Ministry of Planning, Ministry of Agriculture,

Ministry of Justice and the Solicitor Gemeral for the Poor (Procuraduria

General de Pobres).

Major Issues: None.

Target Group: Under Component One of the Project, Legal and Social

Assistance, assistance will advance legal reforms for the protection of
basic human rights és well as extend new opportunities to the under-
privileged. Under Camponenﬁ Two, Economic Policy and Planning Support,
activities are anticipated to include formulation of the government's

new, reform-oriented development actions, agriculture sector support and
planning for employment generation, envirommental improvement and municipal
development. Ultimate beneficiaries of the preoject will be the country's
2.7 million poor whose lives are being improved by the implementation of

structural changes and the creation of a more equitable society.
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Project Title: Agrarian Reform Sector Phase II
Agrarian Reform Sector Phase III

Project Numbers: 519~0264

519-0265
Proposed Funding: FY 81: $25,000,000; FY 82: $25,000,000
Functional Account: Economic Support Fund (ESF) .

Project Background: On March 6, 1980 the Junta Revolucdionaria de Gobierno

(JRG)} proclaimed the Basic Law of Agrarian Reform which established the
basis for major structural transformation of the agricultural sector.

As the first phase in this process, properties in excess of 500 hectares
were intervened and campesinos were selected (first preference generally
being granted to those living on or near the affected haciendas) and
'organized to operate these large estates as group farming enterprises with
assistance from ISTA (the Salvadoran Institute of Agrarian Transformationm).
Some 300 farms totalling over a quarter of a million hectares and repre—~
senting more than 157 of all farm land in El Salvador was thus acquired

in the initial two months of the reform. On April 28 the Government moved
to broaden the reform by declaring a Land-to~the-Tiller type of reform
whereby all tenants, sharecroppers and farmers of other non-owner tenurial
status became the owners of the land they were farming as of 1979. The
effect was to create secure tenure (ownership) for an estimated 150,000
small farmers who cultivate perhaps 150,000 to 200,000 hectares. The

final phase of the reform is expected to commence sometime in early 1981
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when the process of intervening large haciendas resumes; it will
continue until all farms in excess of the land holding ceiling (100 to

150 hectares depending upon the quality of the land) are intervened.

AID moved swiftly to support the Govermment's initiatives by program-

ming assistance in areas deemed most critical to the success of the

reform. To contribute to the efficacious implementation of the reform

and maintain agricultural production in the reform sector, over $20

million of assistance was provided. These efforts focused on the First
Phase of the Reform (involving the organization.of group farming enter-
prises on haciendas generally in excess of 500 hectares) and consisted of
making credit available for working capital, providing institutional support
for implementing the Reform, and financing training, planning and evaluation,

and technical assistance in a variety of critical areas.

Project Purpose and Problems Addressed: To maintain reform sector agri-

cultural production and promote the efficacious implementation of the
agrarian reform by the GOES. The project provides for contiuity in the
assistance initiated in Phase I of the Agrarian Reform Sector Project of

FY 80 to extend support to.the reform which has been broadened and deepened
by the Land-to-the-Tiller Decree and the extension of the Basic Reform to
holdings between the legal land holding ceiling and 500 hectares.

Accordingly, a second traunche of $15 million will be made to capitalize a
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special line of credit for working capital which wiii be made available
through the agricultural Development Bénk (BFA) to group farming enterprises
receiving lands in Phase II of the Reform. Credit needs of small farmers
benefiting from the Land-to-the~Tiller Reform will be attended to by |
capitalizing and strengthening the BFA institutionally to serve this new
clientele, principally through the vehicle of group lending in which the
BFA has developed comsiderable experience. Assistance in campesino farm
management and public sector technician training initiated in FY 80 will

be continued and extended to serve the broadened reform sector. Extension
services available from CENTA (the égricultural research and extension
institution) and the BFA will be extended to reach land reform beneficiaries
in both the group farming and small farmer subsectors. Both long and short-—
term technical assistance in a variety of areas will be provided - planning
evaluation, farm management, accounting, marketing, training and credit.
Finally, a community development project compoment will be initiated to
mobilize communities of agrarian reform beneficiaries to undertaken

housing construction and improvements, comnstruction of schools and health
clinics and installation of water and electricity facilities. The project
will fund materials, tools and equipment and the communities will provide

their labor during slack periods when there is insufficient farm employment.

Host Country Entities: Agricultural Development Bank (BFA), Salvadoran

Institute for Agrarian Transformation (ISTA), National Center for Agricultural
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Training (CENCAP), National Center of Agricultural Technology (CENTA),

and Directorate of Community Development (DIDECO).

Major Issues: The design of a viable community development model suitable

for group farming enterprises.

Target Group: Project beneficiaries are the estimated ‘70,000 families of

landless and near landless participants in group farming enterprises on lands
acquired in Phase II of the Reform and the .150,000 or so tenant families who
received land under the Land-to-the-Tiller Decree. Virtually all of these
rural families fall in the AID target population defined as having annual

per capita income of less that $250 in 1976 dollars.
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Project Title: Natural Resources Management’

Project Number: 519-0269

Proposed Funding: FY 81: §$5,000,000 loan; $500,000 grant
LOP: $5,000,000 loan; $500,000 grant

Functioral Account: Agriculture, Rural Development and Nutritionm

Project Background: This 5-year project will be strugtured so as to

continue the evolution and improvement of effective conservation and
extension techniques which were developed in FY 1979 under the grant

funded, one-year, Small Farm Natural Resources Management project.

Project Purpose and Problems Addressed: To conserve land and water

resources on envirommentally vulnerable lands, concentrated in the
Northern Zone of El Salvador. This project will assist individual small
owner operators, as well as campesinos participating in group farming
enterprises in conservation practices of land and water resources.
Marginal and vulnerable lands located in both small farms and large
haciendas comprising the reform sector will be the site of project work
with the bulk of the project area concentrated in the Northern part of
the country. The major institutional impediment tc conservation has now
been removed with the change in land tenure associated with the agrarian
reform. With this constraint removed, the project strategy is one of

developing farmer awareness of the pay off associated with conservation
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énd concurrently creating new farmer skills in land‘and water management.
Farmer experimentation and adoption of»sound conservation practices will
be encouraged by minimizing adoption risks through provision of crop
insurance which will partially offset losses associated with investments
in comservation works in the initial year. Improved access to credit and
inputs are expected to reinforce the incentive structure of the target

population.

Host Country and Other Donors: The GOES contribution to this project is

estimated at $1,400,000.

Host Country Entities: Directorate General of Renewable Natural Resources

(DGRNR) of the Ministry of Agriculture (MAG).

Major Issues: The feasibility to create adequate incentives required for

wide scale adoption of conservation practices by the target population.

Target Group: This project will assist some 300,000 farmers comserve land

and water resources on 500,000 hectares of land.
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Project Title: Salvadoran Red Cross )

Project Number: 519-0270 PVO; Salvadoran Red Cross

Proposed Funding: FY 81: $200,000; FY 82: $270,000; LOP: $470,000
Functional Account:  Selected Development Activities (OPG)

Project Background: Since the beginning of its activities, the Salvadoran

Red Cross has provided free services to the Salvadoran .community through
" emergency clinics and ambulance service. These services costs $160,000
per year to the institution. According to local Red Cross statistics, in
the past ten years these services have increased three fold due to the

increase in population in the country.

Project Purpose and Problems Addressed: The project seeks to improve the

capacity of the.Salvadoran Red Cross to provide services to the community.
The ambulance service offered by the Red Cross is particularly important
to the community as hospitals, except for the Salvadoran Institute of
Social Security, do not have this type of service. The Executive Council
and the National Assistance Committee have established as a plan with
high priority the provision of a goal of providing ambulances to all 42
chapters in the country. Ten ambulances have been obtained from other
National Red Cross Societies but 60 more are needed if service is to be
provided throughout El Salvador. This proposed gramt will provide for

their purchase.
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Host Country and Other Donors: The Red Cross contribution to this project

is estimated at $200,000.

Host Country Entities: The International League of Red Cross Societies.

Major Issues: None

Target Group: Beneficiaries of the project will be the country's poor, as

the Red Cross will be in a better position to offer free‘services throughout
the coﬁntry. These services include: ambulance service for the wounded

or sick; emergency services in the event of fire, floods or public disorders;
services during sport events, and public gatherings; and'highway services

egpecially during weekends and holidays.
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Project Title: Development Bank
Project Number: 519-0271
Proposed Funding: FY 82: §9,000,000 loan; $500,000 grant
1LOP: §9,000,000 loan; $500,000 grant
Functional Account: Selected Deve%oPment Activities
Project Background: The present economic situation in El Salvador is

bleak . The country is experiencing massive unemployment, balance of pay-
ments deficits, loss of international reserves, a decline in real GDP, and
an accelerated increase in the consumer price level. Little if any improve-
ment is expected in the next onme to two years - in fact the situatiom might
well deteriorate still further.

To revéfae this trend will require political stability, public erer, large
contributions from international lending organizations, and the restoration
of private sector confidence-and investment. It is the latter to which this

project is addressed.

Project Purpose and Problems Addressed: This project, which is intended to

provide medium and long-term investment credit to private entrepreneurs,

is a complement to the Small Producer Loan, (broject 519-0229) which provides
assistance to micro and artisan industries through the two agencies FEDECACES
and FEDECCREDITO. The Development Bank Project, however, is directed to a

rejuvenation of the private sector through lending to highly productive labor
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intensive small and medium sized enterprises that would be unable to obtain
loans from other sources. Recipients of loans wili not be restricted to the
rural or agro-business sector but will be selected on the basis of produc-
tivity and employment generation potential. Grant funds will provide a limited

amount of techmical assistance during the Bank's first year of operation.

Host Country Entities: Ministry of Finance, Salvadoran Institute of Industrial

Development.

Major Issues: The major issue is the role that the private sector will be

allowed to play in the economy of El Salvador. Recent statements by GOES
officials are encouraging. Private sector representatives are guarderly
optimistic. Other issues involve the degree to which'the GOES would contribute
to the capitalization of such a bank and the‘extent to which ofﬁer external

donors will contribute to project once established.

Target Group: Since this project is in the early stages of project design

the number of beneficiaries is unknown. To the extent, however, that this
project contributes to a revitalization of the private sector in El Salvador

that number will no doubt be impressive.
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DECISION PACKAGE NARRATIVE - MINTMIM

The Mission has determined that given the magnitude of the problems
facing El1 Salvador that any level of assistance below the current level,
that is $18 million in DA funds supplemented by ESF and Title I funds
would not make an adequate contribution toward achieving U.S. and GOES
development goals. Accordingly we are submitting only two decision

packages the Minimum and AAPL.

El Salvador is faced with a host of economic, social and political
problems as set forth in our recent CDSS and subsequent reports. These
include declining private investment and production,rcapital flight and
declining foreign exchange reserves, declihing revenues and increasing
public sector deficits, a near suspension of private sector comstruction,
growing shortages of consumer and investment goods, and rapidly increasing

unemployment.

Within this extremely difficult economic enviroment the GOES has
introduced a number of important refomrs including the nationalization
of the private banking system and the nationalization of the major
agricultural export products. The cornerstone of the GOES' policy,
however, is agrarian reform. This reform is far reaching and if succes-

sful will transform the economic and social fabric of El Salvador.
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If unsuccessful it will result in economic disaster and further political
radicalization. The overrading concern therefore of our FY 1982 program

is to continue and intesify our efforts begun in FY 1980 to assist the

GOES in carrying out its agrarian reform program. These efforts will be
directed particularly toward maintaining production levels of expropriated
lands. This will require, among other things, organizing an effective credit
system to replace working capital formerly supplied by individual owners,

and improvimg the farm planning and management capability of campesino
associations to manage the expropriated estates. In addition, problems of
land titling, land payment ambrtization, and reform training for benefici-~

aries will be addressed.

. As a result of our assistance we expect that agricultural production
on intervened farms will have been maintained, ownership of intervened
farms will have been transfered to campesino associations or to individual

campesinos, the relevant GOES agencies will have the staff and imnstitutional

capacity to provide services to the reform sector.

Other projects such as the Reform and Policy Planning Project and the
Development of Local Govermment Services Project will assist the GOES in
continuing such reform efforts as legal assistance to the poor, economic

reforms to regenerate the economy and the decentralization of local govermment.
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We are aware that, as necessary as they are, neither agrarian reform
nor other reform meassures will, of thémselves, solve El Salvador's critical
need for large scale job creation. This will require political stability,
public order, a restoration and increase in private sector investment, and
large contributions from international lending organizations. To assist in
this effort, however, we are proposing one project at the Minimum level, the
Development Bank Project which is directed toward generating employument

through assistance to small scale labor intensive industries.

DECISION PACKAGE - AAPL

Even the more optimistic economic projections for El Salvador indicate

. that massive unemployment will continue to be a major problem. Despite an
expected increase in private sector employment, labor intensive public works
projects will be necessary to absorb surplus labor and increase incomes of
the poor. Funding at the AAPL level will permit an additional year's funding
of the Public Sector Employment Project to alleviate this critical problem
as well as prdvide basic services such as water and sewerage to residents of
settlements presently lacking such serviqes. Funding at the AAPL level will
also permit initiating programs directed to raising the nutritional status of
the poor through increased basic foods production, an improved food processing
and distribution system, and the optimal use of domestically produced basic

foods.
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ATTACHMENT TO TABLE Vil
OPERATING EXPENSE SUMMARY

-

This attachment to Table VIil is presented to provide the rationale
for the Operating Expense Budgets for FY B1 and FY 82.

Five budgets have been prepared thus far in FY 80 in which we have
made assumptions based as much on reality as possible given the constant-
ly changing situation in E! Salvador. The Approved Budget Level for
FY 80 is $1.017 million and we believe, barring further upheavals, that
this is realistic.

The total budget for FY 81 increases by 15% over FY 80 due to in-
creased USDH and FNDH staff. The staffing requirements exceed the autho-
rized ceiling by 3 USDH and 6 FNDH for FY 81 and 82, The size, importance
and diversity of the program require people if it is to be implemented and
monitored effectively. The 42 FNDH positions include 2 PIT positions wich
will be filled by Americans.

We have assumed that dependents will not be allowed to return to post
until FY 82. Separate maintenance allowances and 2 visitation trips per
year for married employees have been included in the budget. Rental of
Office space is also included through mid FY 81 because it is doubtful that
the Embassy will have the additional space required before that time.

We have budgeted for additional office equipment, residential furnish-
ings and vehicles required for an expanded staff.

The Mission allotment required for F? 81 is $3,000 less than that
required by FY 80.

FY 82 Minimum and AAPL are equal in personnel and operating expenses.

The FY 82 total budget increase over FY 81 is 4%, although the Mission
alliotment requirement increases by 13%., This Mission allotment increase is
due to homeleave of 18 USDH and assumes dependents return to post thus in-
creasing assignment to post costs for additional shipments of HHE, as well
as educational allowances and travel. O0ffice rent decreases although ware-
house space and office equipment rental are included,

Line item budgets for FY 81 and FY 82 are presented to support Table
Vitl.
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FY 1982
1982 BUDGET SUBMISSION PREPARED 5/80

Line No. Units . Amount
01 ' 1144
02 23 815
Ok 23 147
07 15 18
08 - 57
09 - 17
10 - 10
11 - © L6
12 18 15
13 18
14 10
15 ‘ 14
17 k93
18 2 454
19 ) - 8
21 - 31
27 - | 12
28 3
30 205
31 1
32 1 1
33 1 1
34 22 164
35 2 19
36 2 3
37 1 9 .
38 - 1
39 - 1
40 - 1
L1 - 2
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Line No. Units Amount
42 216
43 - ) 32
Ly - 1
45 - 4
46 - 2
47 - B
48 - 1
49 - 15
50 - 23
51 - . 1
52 - 45
53 - 5
55 . 2 - 16
56 2 1
57 - 15
58 - 39
59 - 15
60 . .- 2070
61 - " 815
62 - 74
63 - 32

65 1142
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FY 1981 QPERATING EXPENSES
for

FY 1982 ANNUAL BUDGET SUBMISSION

Line No. Units Amount
01 - 995
02 21 750
04 21 131
08 21 52
09 21 16
10 9 5
11 9 27
12 2 2
13 2 1
15 14 7
16 - 14
17 - 483
18 ' 42 Lus
19 - 8

.21 - 30
27 - 12
28 3 12
30 - 247
31 1 3
32 1 1
33 1 1
34 - 183
35 4 38
36 - 7
37 1 9
38 - 1
39 = 1
Lo - 1
41 | - 2
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Line No. Units Amount
42 - 247
43 : 2 . 45
bh - ) 1
45 - 5
46 - 7
47 - 5
48 - 7
4g - 15
50 - 23
52 ' - 45
53 - "5
55 3 - 24
56 3 3
57 - 15
58 - 32
59 - 15
60 - 1984

. 61 - 871
62 - : 67
63 ' - 32

65 _ - 1014
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FY 82 ABS Narrative

PL 480 Title II

The Mission proposes major PL 480 assistance in FY 81 and 82 including

an increas; in Title T assistance from $3 million in 1980 to a level

of $25 million in both years and a continuation of vol;ntary agengy
administered Title IT assistance at an approximate.level of $3 milliom
each year., Programmed food aid is a substantial and vital part of the -
total assistance proposed for these years. E1 Salvador has undertaken

a set of progressive reforms intended to restructure the economy in favor
of a more equitable distribution of income and weaith. Agrarian reform
is the centerpiece of these reforms; to be implemented in staées, two of
the three stages have already been undertaken benefitting perhaps half

of the entire target population - tenant farmers and the rural landless -
and affecting over 25 per cent of all farm lands. In the next year or

two the reform is expected to be extended to half or more of total farm

lands.

The cost of carrying out these reforms is great and involves not only
land transfer but providing beneficiaries with adequate access to credit,
inputs, advisory services and techanical assistance and improving the

quality of life through investments in housing, evaluation, health, etc.
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These costs come at a time when the economy is least able to support
them. Capital flight and a severe contraction in business and commerce
activities have resulted in a foreign exchange crisis and a budget crunch
due to diminished domestic resources. In the face of scarce resources,
both domestic and foreignm, the proposed PL 480, specially Title I
assistance, offers a critical opportunity to save fore;gn exchange,
assist El Salvador in averting food shortages and, thrbugh Title-III
assistance in FY 81 and FY 82, constitutes a major portion of totél
assistance proposed for support of agrarian reform. Local currency
generated by sale of PL 430 commodities will finance agricultural credit,

training, extension and community development in the reform sector.

Complementing this assistance, the Mission will continue Title II food
assistance to benefit the part of the population most vulnerable to food

ar income shortages, i.e., mothers and childrem. Thus Title II support

of mother and child feeding programs administered by CARITAS will con-
tinue, providing ratioms for 115,000 beneficiaries, primarily through
CARITAS operated distribution points. Additional Title II assistance
could be absorbed in these and other such programs if firm interest om

the part of other voluntary agencies were to be demostrated.

The commodities and levels proposed for Title I, II and III assistance
in FY 81 and FY 82 have been carefully determined to avoid negative

repercussions in terms of domestic production, marketing and consumption



-~ 72 -

patterns. Although proposed assistance in wheat imports is large
(100,000 mt. out of an estimated total of 125,000 to 140,000 mt.)

no disruptive impact is anticipated. These is no domestic wheat pro-
duction and PL 480 financed commodities will flow through normal
shipping, handling, storage, processing and marketing channels upon
Teaching Salvadoran ports. A relatively modest amount of rice is pro-
posed (6,000 mt out of annual consumption of 30,000 to.40,000 mt.) as

a buffer against possible production decline associated with temporéry
dislocations caused by agrarian reform, reduced availability of inputs
due to foreign exchange constraints or the vagaries of the weather.
Proposed edible o0il assistance while substantial will supplement and

not displace domestic oil production. El Salvador historically imports
roughly 50% of its domestic oil andrfats réquirements. With domestic
cotton seed production (the only source of o0il) falling due to_the
uncertain political environment and other reasons, PL 48¢ imports will
help offset declining domestic o¢il porjection and contribute to maintain
import levels, thus minimjizing the risk on adverse import on consumption
and nutrition of the factors described above. Here too the commodities
will move through commercial storage, handling and processing channels
thus avoiding for the most part the possibility of dislocation caused by

this assistance.
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FY 1982 Annual Budget Submission

TABLE XTII

P.L. 480 Title II

I. Country: El Salvador
Sponsor's Name: Catholic Relief Services/CARITAS

A. Matermal and Child

Yo

Health .......ccnivnee e eans Total Recipients:
N°® of Recipients Name of (Thousands)

by Commoditcy Commoditity Kilograms Dollars
115,000 WSB 2484 961.3
91,000 ~ BULGUR 491 127.2
115,000 - - 0IL _ . 621 617.9
115,000 NFDM 1256 526.3
115,000 RICE 1256 472.3
TOTAL MCH 6108 2,705.0

B. School Feeding NONE

c. Other Child Feeding NONE

D. Food-For-Work

No food for work contemplated through the CARITAS Program
in FY 82 given assessemnts as to total management capacity
of the organization.
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MISSION REVIEW

P.L. 480 Title II

LY

The Mission reviewed the CRS 1980-82 Operationmal Plan as a part of
its assessment of the FY 1981 AER submitted in early March, and

concurred in teh overall plan.

%
-

The pian, prepared cne year ago, adequatedly covers plans for the ﬁext
two years to the extent that they can be anticipa;ed. Although a larger
need for assistance exists than will be met by the CARITAS/CRS program,
limited administration and management capabili;ies make it unwise fo
anticipate expansion, especially under the current situatiom in tt.xe.
country side. A supervisory program developed by a joint CRS/CARITAS/
USAID committee has been put inte effect and is strengthening program
administration. Furthermore, improvements in logistics especially in
movement of commodities out of the port, have been noted in these past
six months. Finally the appointment of a full time Salvadoran P.L. 480
Title II Program Manager is expected to increase program effectiveness

and tighten monitoring.

CRS has been asked to submit a revised multi-year program plan by

July 1, 1980.





