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PART I  BARCKGROUND

A. DEVELOPMENT CVERVIEW

Fl Szlvador is in the sixth year of a savage guerrilla insurgency which,
until recently, it had been fighting in the midst of a worldwide economic
recession that had significantly reduced the country's foreign exchange
earnings and contributed to further lowering the standard of living of
the majority of the people. The origins of the insurgency are econcmic,
political and social. Historically, El Salvador has erhibited a highly
skewed distribution of wealth and political power. Non-democratie
political institutions tended to confirm social and economic inequalities
and the majority of the country's pecple were denied the chance for
meaningful participation in the political system and the economy.

By 1979, systematic political disenfranchisement and widespread
.perception of social injustice had brought El Salvador to the brink of
anarchy. In response, a reform-minded military junta seized power in
1979, followed in 1980 by a junta of officers and Christian Democrats
that cquickly initiated sweeping reforms to prevent political collapse and
change the historic socio—economic structure by altering land tenure
patterns, bank ownership and agricultural export systems. Political
violence increased, however, resulting in protracted civil conflict with
severe economic consequences including loss of investor confidence,
disruption of commerce and public services, destruction of infrastructure
and industrial plants and massive numbers of Salvadorans left homeless
ard jobless. The result of the war, coupled with the effect of the
worldwide econcmic recession, was econcmic crisis. From 1979-15983, the
country experienced a 23% reduction in real GIP ard the living standard
of already low-income groups fell precipitously. Exports declined 34.3%,
uremployment rose substantially, capital was transferred out of the
country, and private investment fell by 52%.

El Salvador is making progress in establishing a lasting democratic
system of government and in defending itself against leftist querrillas.
On the political side, the assumption of office by a popularly elected
president in 1984 and elections of a National Assembly and mmicipal
authorities in 1985 completed the transition from a military to a
civilian goverrment. Despite the war, the constituticnally elected
President has been able to reinforce this transition by exercising firm
control over the civilian government and sustaining the momentum of the
democratic growth, gaining military acceptance of his role as
commander-in—chief, gaining support in the U.S., Europe and Latin
America, mounting a concerted war offensive amd arresting the economic
decline during the 1984-1985 period. On the military side, a larger,
better-led and better-equipped army has seized the initiative, which has
forced the guerrillas to shift from large-scale attacks, mainly against
military targets, to small-scale acts of sabotage against the economy and
terrorism against the populace, particularly in urban areas.

With political ard military progress well underway, measureable economic
and social progress is now critical to the survival of the new
democracy. For the first time in six years, the international economy
locks favorable. Coffee prices are forecast to be high and petroleum
prices are fallina, ™o reactivate the economy, the Government must
stimalate the private sector to restore production of the country's
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traditional exports (especially coffee) and develop new exports. It will
also require consolidation of the agrarian reform and the return of
stability to the agricultural sector. Critical to this effort will be
the reed to move from the initial stabilization corrective acticons in the
recently adopted 1986 Fconomic Program, to follow-on measures to
stimilate a reactivation of the economy and provide incentives to the
private sector. It is not vet clear whether the stabilization measures
can be held in face of sccial unrest and whether the Government and the
private sector can develop an adequate modus vivendi to permit adequate
economic recovery. At the same time, the Coverrment must address the
country's basic human needs. F1 Salvador is one of the poorest countries
in ILatin America with a high natural population growth rate, a bigh
illiteracy rate, and poor health and substandard housing corditions. The
new democratic system in El Salvador must show that it can meet the
lorg-neglected basic needs of the population. Finally, the underpinnirigs
of democracy must bhe strengthened. Contimued progress in human rights
must be maintained, the judicial system must e reformed, and local
governments and the legislative bhranch need to be strengthened.

B. U.S. INTERESTS AND OBJECTIVES

The principal interest of the U.S. in El Salvador is the attainment of
peace ard political stability. fThis will require the nurturing and
deepeniing of the new democratic process and contined military progress.
Because of its proximity to our southern border, El Salvador's political
ard economic problems are of great concern. The spill-over (i.e.,
refugees) affects the U.S. directly. Even more important, the progress
and outcome of the struggle in ¥l Salvador —- fundamentally, an
ideological conflict hetween those seeking to impose a
communist-dominated system and those believing justice can only be
achieved through economic and political freedom — bas and will continue
to have repercussions on the evoluticn of democracy in other Central
American countries.

C. AID DEVELOPMFNT STRATEGY

The BRID rcle is to strengthen the economy and to promote the social and
political development of El Salvador. The goals of U.S. economic
assistance are to: (1) stabilize the economy and a badly deteriorated
social situation, (2) achieve economic recovery and growth, (3) broaden
the benefits of growth to increase opportunities for the majority of the
populace, and {4) strengthen those democratic institutions which underpin
the democratic process. The goals are responsive to the recommendations
of the Maticnal Bipartisan Commission on Central Armerica (NBOXA), the
Jackson Plan Chiectives, and President Reagan's Democratic Initiatives.
The AID Strateqy for each of these goals has been fully described in the
FY 1986-1987 Action Plan {June 1985). Refinements to the objective
categories urder ‘each of the four goals, as appropriate to address El
Salvador’'s volatile and complex gituation, are delineated in this
document., :



D, POLICY DIALOGUE PROCESS

Policy dialogue in El Salvador is a process. It involves mobilizing the
host country's own efforts to define policy issues and to identify and
analyze alternative responses. It requires organizing and mobilizing
those individuals and groups who believe in change, the carrying out of
an awareness campaign and, finally, the leveraging of AID rescurces.
This process is achieved through: (1) supporting the formation of
professional policy analysis groups within the country (e.g., Economic
Advisory Group within the Ministry of Planning, Agrarian Reform Study
Group within the Ministry of Agriculture, FUSADES Policy Group), (2)
organizing the Mission to systematically and actively engage the
Government and host ocountry institutions to promote policy dialogue goals
ard objectives, and (3) funding seminars, trips, and publicity efforts.

The outcome is a process by which a critical mumber of key Salvadorans
are sensitized about the nature of the problems that the country faces
along with the feasible range of policy options., Ideally, this is a
sufficient mmber around which a consensus can be built. There has been
considerable success to date on the policy dialogue, althcugh it has been
an ongoing, difficult process.. The list of serious problems facing the
country seems endless. Historical and deep suspicions and hostilities
exist between the private sector and the governing party. The war drags
on, draining hadly needed resources. labor unrest is huilding. The
Government administrative apparatus is weak. Finally, the President
strongly resents the principal of conditionality and having to move
faster than he would perhaps like.

At the same time, the Country Team has a wide ranging set of policy
interests from Congress, the Administration and special interests groups
that are being pursued with the Goverrment of El Salvador (GCES) at any
one time. This means that AID's policy interests must be consistant with
and reinforce overall U.S. Govermment concerns and pricrities in the
country. The U.S. Govermment's first priorities include policy changes
essential to restoring economic and social stability, improving human
rights and winning the war.

There are currently four priority and six secondary areas in the AID
policy dialogue. The four priority areas are the need for the GOES to:
(1) mintain a comprehensive, consistent economic program aimed at
stabilizing and reorienting the economy, (2) implement an overall
civilian and military strategy for winning the war (NMational Plan), (3)
consolidate the agrarian reform, and (4) improve private sector-
governmental relations as the key to economic recovery. The six
secondary areas are the need for the GOES to: (1) assume the
responsibility for the overall design and provision of assistance to
displaced persons, {(2) reform the judicial system, (3} adopt and
implement a comprehensive, effective effort involving the private sector
to meet middle and lower-income housing needs, (4) make its basic health
care systems cperate at an acceptable and sustainable level, (5)
rehabilitate the primary school system, and (6) develop a program to
strengthen local government to buttress the country's democratic process.

Specific policy dialogue actions, cbiectives, cbjective indicator targets
and benchmarks for the planning period are defined in II.A-D, while
progress on prior Action Plan benchmarks is included in IV.C.4.



E. KEY ASSUMPTICNS

The key assumptions relating to the overall FY 1987-FY 1988 Action Plan
period are:

— That the war will continue throughout the period with the guerrillas
gradually being forced into the isolated northern portion of the
country and into urban areas.

-— That the insurgency will continue to adversely affect btoth foreign
and domestic private sector investment. '

~— That while the overall level of violence will decrease, the
guerrillas will continue to maintain and exercise the capability to
sabotage the econcmy and conduct terrorist attacks against selected
targets at will.

—— That President Duarte will rnot be remved from office cutside the
constitutional framework and will finish his term.

-— That U.S. Government presence (including AID.) will be maintained in
the face of the terrorism thre=at.

- That the displaced population will begin to diminish.

~— That the GOES will continue to adopt and implement comprehensive and
consistent policies and plans to establish an appropriate
stabilization and recovery framework.

—- That greater growth and generation of more jobs are necessary above
those that can be created in the traditicomal agricultural sector or
through industrial import substituticn activities in order to make
significant advances in economic and social development.

—— That greater economic and social development will depend on the

reactivation of coffee, non-traditional agro-industrial development
and export oriented industrial development.

PART II  IMPLFMENTATION

A, BPOONOMIC AND SOCIAL, STABILIZATION

The first goal of the AID strategy is to continue to help Fl Salvador
maintain, within the coptext of armed conflict, social and economic
stability. Significant prcgress towards stabilization has Tteen made.

The steep decline in real GI'P which began in 1979 was arrested in 1983,
Growth of aggregate real GI'P was 1.5% in 1984 and an estimated 1.6% in
1985. 1In per capita terms, however, this aggregate rate of growth
implies a further decline cf about 1.2% during 1985, assuming a natural
population growth rate of 2.8%. In 1986, the COES will still be fighting
the battle against halance of payments and budget deficits as well as
inflation. The displaced population has stabilized and a safety net of

food, health services and temporary jobs has been established. Essential
public services, although under continuous attack, have been maintained.
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The beginning of, but not yet adecuate, progress under the National Plan
is underway. Optimistic goals for 1986 and 1987 are rates of per capita
growth of -1.1% and 0.7%, respectively. Stabilization has and will
continue to be addressed by AID through five programs: (1) economic
stabilization including apprcopriate policies combined with balance of
payments support, (2) restoration of essential public services, (3)
establishment of a safety net for displaced perscns, (4) creation of
permanent employment opportunities to replace emergency employment
programs, and {5) restoration of former areas of conflict under a
ccherent National Plan.

1, Objéctive Category: Fconomic Stabilization

The short to medium term cbjectives are to: accelerate real GDP growth to
surpass the 2.8% natural population growth rate; help the GOES reduce
fiscal and balance of payments deficits to lewvels consistent with
sustainable growth and development while maintaining stable, moderate
levels of inflation and higher levels of employment; and strengthen GOES
procedures for making sound macro-economic policy choices. Toward this
end and in view of the country's relatively large current account
deficit, AID will continue to provide compensatory financing (balance of
payments support) throughout the planning peried. In addition, limited
assistance will be provided to assist the GOES undertake a comprehensive
fiscal reform effort as a means of increasing its revenues and promoting
economic growth. AID's long-term objective is to eliminate the need for
compensatory balance of payments financing.

AID's strategy is to: provide balance of payments support to finance
"egsential imports by the private sector of raw materials, equipment and
agricultural inputs; assure adequate credit levels to stimulate private
sector production; and enccurage the GOES to establish a policy framework
that will reduce internal and external financial disequilibrium and
stimulate a private sector-led econcmic recovery fueled by diversified
export growth.

Mote: The time period for the obiectives in this document are defined as
follows: short-term (1985-1987), medium—term (1988-1989) and

long-term (1989 and beyond).

Key Assumptions:

-—— That the present armed ccnflict will be reduced to manageable
proportions at current levels of spending/GDP and to the point where
it will no longer be as significant a factor in investment decisions.

—— That the GOES' actions will improve the investrent climate for both
domestic and foreign investcrs.

— That reqular, predictable flow of external assistance at Jackson Plan
levels will be forthcoming.

—- That the Terms of Trade will not deteriorate beyond 1984 levels,
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That steady growth will take place in industrialized countries.

That access to markets in industrialized countries will improve or at
a minimum not be further restricted.

Policy Dialogue:

The establishment by the GOFS of a continous, ccherent economic
program aimed at stabilizing and reorienting the economy.

The establishment by the GOES of a functioning ongoing system for
monitoring and adjusting its CY 1986 Economic Program.

The reduction v the GOES of the current account deficit of the
non-financial public sector and the limitation of net expansion of
credit to the wublic sector hw the banking system.

The improvement of governmental-private sector relations.

The establishment by the GOES of limits on the indebtedness of the
public sactor, as a whcle, and of public sector entities-with
independent borrowing authority.

The flexible management of the exchange rate to fully re—establish
and maintain El Salvador's competitiveness.

The phasing out by the GOES of subsidies, import restrictions, prlor
import deposits, rationing of 1ore1gr exchange by priorities,
negative real interest rates, and price controls addressed, in part, .
in the 1986 Fconcmic Frogram.

The preparation hy the GOES of a CY 1987 Economic Program which
inclides a financial program consistent with diminishing internal and
external deficits and a budget which incorporates tax reform.



Performance Indicators:

Targets:
198084 1988 1985 1985 1987 1988 1969 1990
AVERAGE ESTIMATE  TARGET  TARBET  TAREET TARBET  TARSET  TARSET
pEa SBP EROWTH (I} 1/ -4, 1.6 2.0 2.3 3.5 4.5 5.5 %
INFLATION RATE (2) U/ 13.7 22.1 i-12 20,0 19.9 15,0 13.0 tid
CENTRAL 50V'T CURRENT ZEFICIT ®IL. TOL.)} 3/  189.¢ -138.¢ 0.0 114§ 200.0 e 060 409,40
CENTRAL GOV'T DEFICIT AS I OF &8P 3/ ) _
BEFCAE BRANTS -T.4 -3.0 -— 53 -1.9 ~T1.0 =23 -1.2
AFTER ERANTS N -4.0 - -§,4 -2.4 -1.¢ B -{.8
CURRENT ACCOUNT DEFICIT AS T OF SDP  1/&/ ’
EEFQRE GRANTS . -4,0 -T.4 -~ -8.2 -8.1 -1.4 -8.1 -9.2
AFTER SRANTS -3.3 -3.7 - g -8 - -2.% ~3.4
EITERMAL DERT AS I OF EDP  1/214/511/ 364 30,1 - 7. 153 3.5 2,7 42.4
£XT, OFBT SERVICE A5 1 DF EXPORTS 1/274/4/ 18,1 1.2 -- 9,7 n.3 L0 0.1 3t
PAYMENT RRREARS i$) 1/8/ 3.2 .9 0.0, 5.0 0.0 0.0 0.0 0.0

17 CEMTRAL RESERVE BANK ESTIMATES FOR 1983 AND ACTUAL FIEURES FOR {980-34,

1N

3/ KINISTRY OF FINANCE

47 F0Y 1980-85, CZ.3 TD $1,00 WAS UEED: FOR 1985-90, 02 TQ &1.90 15 USED,

57 EXTERNAL FUBLIC DEBT OF MORE THAM CMT YEAR, QUTSTANDING AT AL OF PERIDC.

&/ DEST SEAVICE INELUDES IWTESEST AND GMORTIZATION PAYMENTS, ALS0 DEET SERVICE ON NEW BORROWING RELATED TO THE FINANCE BAP.

T/ O1F L3 70 41,00 IS USEC, VHEN NEBT/EDP FAR (%83 = &0.1L,

B/ FOREIEN EXCMANSE REQUESTS SELD BY THE BCR FOREIGN CEPT. ALREADY APPROVED BY EYCHANBE CONTROL DEPT., PENDING FORETGN EXCHANGE
REQUEST HELD BY EXCHANGE COMTROL DEPT. FOR EYTERMAL PRIVATE DEET SERVICE AND IMPORYS FROM CUTSIE C.A.

N TARBETS EXCLUDE DEBY

Renchmarks:

" —— The introduction of hicher reserve requirements .
for bark deposits. 10 CY8

—— The adoption of a consistant financial program
for CY 1986 including quarterly targets for Net
International Reserves, Net Domestic Assets of
the BCR, Net Credit to the Public Sector and
Intermaticnal Payment Arrears. 10 CY8é

-—— The adoption cf a tax package that raises.coffee
and selective consumption taxes, and resc::lrxis the
tax-exempt status of autonomous institutions. 10 CYE6

—~ The compliance with the April 30, 1986, ta‘u:gets
for Net International Reserves NMet Domestic
Assets of the 'R, Fet Credit to the Public Sector :
and International Payment Arrears. 20 CYB6

—— Devaluations of not less than ¢0.30 for .
each U.S. $1.00 by April 30, 1986, and an additional
¢0.30 by June 30, 1986. 20 CYB6
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— The completion of a tax reform plan, which would
serve as the basis for the CY 1987 budget. 20 C¥86

- Accumalated devaluatieon(s) of ¢1.05 for U.S.
$1.00 by Septenmber 30, 19€6. 3Q CY86

-— The adopticon by the COES of a comprehensive 1987
Foconomic Program priov to submitting its COY 1987

budget to the Matiornal Assembly. 0 CYee
-— Accumulated devaluationys) of ¢1.50 for U.S.

$1.00 by Cecember 30, 1966, : - 40 CYB6
~—— The elimination of import prchibitions. 40 CYBs

—— The upward adjustment of utility rate structures
in order to reflect higher operating and financial
costs, 20 CYB6

— The adjustment by the GOFS of interest rates
in light of expected inflarion. 10 ¢y 87

-— The phasing out of administer=d foreiom exchange
allocations on the hazis of non-market priorities. 10 CYR7

— The negotiaticn by the GOES of an IMP-sponsored
adijustment program. 10 cya7

—= The resumption of IBFD levwiing operations. 20 cyBy

Narrative:

El Salvedor's econcmy Megan to recover in 1984, endirng a 5-year slide
whereby the nation's real CIP declined tc only 77% of its 1978 value.
Although 198F real eccriomic growth cocurred, the recovery pace increased
slightly to 1.6%. The modaest accsleration of economic growth forecasted
early in 1985 did not occur, and time ran out on the temporizing measures
the GOFS had taken to maintain some semblance of balance over the last
two years. Fueled bw an easy monetary policy intended to accomodate
large public sector deficits and to reactivate the private sector,
inflaticn increased and sericualy destabilized the country's fragile
economy. In late 1985, the GOS8 finally became alanned by the continued
lackluster growth and by the oossibility that surging inflation would
push the econcmy back into recession. '™ forestall +his possibility, in
January 1986 the Fresident introduced a comprehensive program for the
stabilization and reactivation cf the ecoromy,

The program, wiich iz described in the FY 1986 PRAD, calls for policy
initiatives in four areas: fiscal policy, exchange and pavments policy,
monetary policy and credit policy. On the fiscal front, the program's
centerpiece is a Coffee Windfall Tax which is accompanied by other
measures in income tax withholdina procaduras, changes in the base of the
Stamp Tax, and the elimination of rhe tax-exempt status enjoyed by
autonomous institutions. The program aiso calls for an overhaul of the
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tax system in 1986. On the exchange and payments policy front, the
program unifies the exchange rate, prochibits certain luxury imports, and
calls for stiff penalities fcr contraband and dealings in the foreign
exchange black market. In the monetary policy area, the program aims at
decreasing the money supply by raising interest rates for lendirng and
borrowirng, raising legal reserve requirements on a selective basis,
reducing projected Central Reserve Bank (BCR) credit expansion, and
adopting credit limits in the BCR's overall monetary program. In order
to cushion the impact of -the program on the poor, the GOFS introduced
temporary price freezes on popular consumption products (e.g., basic
graing). The GOFS also raised the minimm wage and moderately increased
salaries of public sector employees.

Overall, AID supports the 1986 GOFS Economic Program and regards it
as an important step tcowards stabilization and recovery. The Program
will be closely monitored and the GOES will be encouraged to correct
existing deficiencies, such as the level at which the exchange rate was
unified, which the Mission regards as too low, ard the absence of a plan
to adjust the rate when deemed necessary in the future. Rnother
potential deficiency which requires attention is the uncertain fiscal
impact of gubsidies implicit in the price freeze. AID's Balance of
Payments Support (519-0310) will continue to finance imports essential to
the private sector. In addition, P.L. 480 Title I will finance essential
vheat, edible o0ils and tallow imports. Lastly, the new FY 1987 Tax
Administration {519-0326) will provide resources to assist the GOFS
increase its revenues and improve the administration of its tax system.

with the judicious blend of U.S. econcmic agsistance, sound GOES
ecoromic management, and high coffee prices, economic prospects through
1987 are encouraging, meking the cbijective of reducing Salvadocran
dependence on U.S. economic assistance bv the end of the decade more
achievable.

Projects:
Lop
Continuing: ($000)
Balance of Payments Support 519-0310 778,000
(FY 1985~FY 1988)
{new Agreement in FY 1986}
PI~480 Title I
(FY 1985~-FY 1928) 190,000
Reform ard Policy Plamning 519-0260 g,155
PD&S SDA 519-0177 Ongoing
Mew:
Tax Administration (FY 1987) 519-0326 3,000

Budgetary Impact (FY 1987): $255,000
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2. Obijective Catecory: Restoration of Public Services

The short-term objective is to maintain the operational status of vital
public services ard reduce service cutages to a minimum. AID's long-term
cbjective is to begin to permanently restore the damage caused Ly
querrillas until such time as other dcnors begin to operate at full
capacity in Fl Salvador. Basistance will be sxranded to begin
rehabilitation of selected vital infrastructure where stop—gap
restoration activities are no longer sufficient and to include
mainterance and expansion of Wey systems that have suffered deterioration
due to insufficient GOES resources.

AID's strategy is to develop within the GOFS agencies managing vital
public servicesz the mapacity to rezct quickly when damage cccurs to
infragtructure. This inciuvfes the frainipg of personnel, the acquisition
of special eguipmert and the stcckpiling of repla;ement parts and
qupplles»

Kev Assumptions:

—— That if vital woiniic s
conkinve to funchisn and
emplovment.

@ ave kept oper rational, then industry can
cnsolidate gains in productivity and

—= That if the negative impact of terrorist destruction of key
infrastructure is mrnimized, then the guerrilla opbjectives of
economic destatilization and dramatization of leftist causes will be
styvmizad and coenfidince in the Suvernment will increase.

—= That if cuerrills attasike

2] pricr year levels, then
GOES public servics inst

4 st } e 'ddltlonal trained
personnel snd oDer: nal udgehs ko permit efficient utilization of
project-iunded gwedy, as well az an increased rapid response
capability to restors deracsd vital public services.

Policy Dialooues

—= The vpward adjustment by the COFS of utility rate structures as
required to enswure Fhe financial visvility (with minimm subsidies)
of key urilities {z.7.. water, electricitv) (see II.A.1 benchmark).
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Perfcrmance Indicators:

Targets: e
1985 1985 1985 1987 1988 1989 1990
1967 1994 ACTUML  TARGET  TAREST  TARGET  TARSET  TARGET  TARGET
ELECTRIC ENEREY DEMAND (SWH) 1,560 1,613 1,453 L7239 4,757 L8 AT 2,093 2,28
STANDOY BENERATOR POER A T OF TOTAL) &/ 4.3 40 &7 - - - - - -
TOTAL NATEP PUMPING STATIDNG (ANDAD a2 285 2 n 286 284 W W
PERCENT OF STATIONS OPERATING 2/ NoNA R - - - - - -
TOTAL PUMPING EQUIFNET (ANDA! .51 s 107 521 529 529 529 59 59
PERCENT OF EQUIPHENT OPERATING 2/ NN 78D - - - - - -
URBAX AREAS SERVED BY ANDA 76 17 155 17 178 191 191 19t 191
PERCENT ATTENDED 2/ T TR X - - - - - -
HOP/CAMINDS HIGHWAYS () 3/ 1,710 1,710 1,087 L7300 LT LMD 4780 L740 1,TH0
PERCENT OPEN 2/ MM a0 - - - - - -
NCF/CAMINDS RURAL & TERTIARY RGADS {XX) 7,750 7,750 1,55 7,75 7,800  7,ee0 7,80 7,800 7,800

PERCENT OPEN 2/ LI 20,0 - -

17 TARESTS ARE TD REDUCE UTILIZATION FROM FRITR YEAR ACTUAL.
27 TARSEYS ARE 1] INLREASE OPERATIONE FRON PRIDR YZAR ALTUAL.
37 INCUUDES DIVIDER, PRIMARY, AXD SELTMDARY nlISHHAYS.

Benchmarks:

—~ Strategic stockpiles of key materials (e.qg.,
replacement utility poles, power line hardware,
Bailevy Bridge components) to meet emergency demands
in replacing damaged infrastructure.

—- Special assets (e.g., helicopter flying service,

cranes and other heavy machinery, tools) and trained

field crews to reduce response time and, consequently,

pericds of service outages.

- Reductions in electric line repair time to result
in cost savings of foreign exchange for petroleum
fuels used in providing standby power.

— Data and methodologies established under a
FY 1986 Lamage Assessment to enable CGOES agencies
to have increased ability to analyze and document
damages arnd to define funding requirements rapidly
and accurately.

Narrative:

40 CYg7

40 Cyg7

40 CY87

40 Cye7

Guerrillas have destroyed over 1,000 high-tension electrical towers,
nearly paralyzed the Mational Railrcad, damaged or destroyed 78 major
bridge structures, destroyed costly light and heavy equipment and
machinery, and disrupted water, electric, ard telephone services. BAs of
excharge to
fund imported replacement parts and equipment to maintain vital public
services and to technically and financially assist GOES agencies to

December 1985, $64.6 million have provided scarce forei
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respond quickly when damage occurs. Key activities include: the erection
of temporary replacement bridge structures, construction of a 22 MW
standby generator plant, electrical transmission line repair, ard water,
rail and telecommnications equipment repairs. FY 1986 activities
include: emphasis on electrical system repair and additional procurement
of heavy construction equiprment for restoration of bridges and highways;
ard completion of a Public Services Restoration (519-0279) Damage
Assessment to provide cost/benefit ratios, the social implications for
establishing reconstruction priorities and allocating resources, and the
direction of infrastructure rehabilitation by GOFS implementing

agencies. In FY 1988, Public Services Pestoration/Infrastructure
Rehabilitation (519-0320) will expand activities to begin to rehabilitate
selected vital infrastructure where stop—gap restoration activities are
no longer sufficient, including the maintenance and expansion cf key
systems which have suffered deterioration due to insufficient GOES
operational resources.

Projects S
IoP
Continuings - ($O_._00)

Public Services Restoration 519-0272 : 79,600

New:

Public Services Restoraticn/
Infrastructure Rehahilitation 519-0320 0,000
{FY 19e8)

Budgetary Impact (FY 1687):  $15,000

3. Objective Category: Displaced Persons

The short-term objective is to establish a basic safety net for the
displaced including the provision of: income—earning opportunities for
the displaced while upgrading the host commmities and settlements and
improving living conditicons; preventive and curative health services to
reduce significantly life-threatening deficiencies in health and
nutrition among displaced persons, improve the general level of health of
the displaced population, and provide a basic food basket of 1600
calories ard supplementary feeding to displaced families; and support
services such as working capital lcans, shelter, infrastructure, basic
tools and equipment. AID's medium to long~term cobjective is to help El
Salvador reintegrate its displaced vopulation into the economy.
Assistance will be expanded to begin a concerted effort in assisting the
GOFS in the re-establishment of displaced families in their traditiomal
roles and locations, or their resettlement in locations and circumstances
in which they can live normal preductive lives, thus eliminating the need
for emergency humanitarian assistance.

AID's strateqgy is to assist the COES to develop a coordinated approach
for reintegrating the displaced porulaticn into the econcmically
productive population.

-
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Key Assumptions:

—— That a satisfactory level of security must exist in those areas where
displaced persons are to be voluntarily relocated, either in new
areas or returned to their original homes.

—— That much higher levels of economic growth must occur in the private
sector if unemployed displaced persons are to be incorporated into
the econcmy.

—— That if permanent solutions for displaced persons are to occur, then
the GOFS must assume responsibility for the overall design and
implementation of assistance, including the strengthening of its
coordination function with national and intermational participating
agencies.

Policy Dialogue:

—= The egtablishment of a functioning GOES Interministerial Committee
for Displaced Persons and Refugees responsible for: defining
operational policies of relevant GOES entities, supervising the
displaced persons program, developing a plan for the return of
refugees from neighboring countries, tightening displaced persons
program policies (e.g., size and compogition of rations, beneficiary
eligibility, organization of distribution systems), and coordinating
international, national and private assistance.

—— The adoption by the GCES of an organizational and management
strengthening program for COMADES.

= The development of medium to long-term plans and programs by the GOES

for reintegrating the displaced persons into the social and economic
‘structure of the country.

Performance Indicators:

Ta__rgets:
1988 198% 1984 1907 1988 1989 1990
1963 1984 ACTUAL TARGET TARGEY TARGET TARGET  TARBET  Th#eeY
TOTAL NURPER DISPLACED ('000) 20 190 3125 - 475 37 b 2350 -
TOTAL JGAS PER NONTH ('004) ] ] 12 16 18 i8 13 i -
ADDITIONAL DFS PROVIDED CURATIVE HEALTH
SERVICES ("000) 12 12 0 3 50 n kO] i$ -
UPS RECEIVING DAILY FOOD BASKETS OF 1,400
CALORIES (000} 200 27% 350 350 125 325 230 200 -
OP CHILDREN RECEIVING SUPPLENENTAL FODD (000 -~ t.2 J.28 10 15 13 10 3 -

0. BORKS PROJECTS COMPLETED 35 458 03 423 T . % -~



-14—
Benchmarks:

—= 15% of registered IP families participating in
the jobs component activities of the Emergency
Program for Displaced Families (519-0281). 40 FYB7

—- 75% of registered [P families having access to :
safe refuse disposal. 40 FYQ7

—Children under age 5 with any degree of
malnutrition (Grade I, II, or III) decreased

to less than 50% of registered IP families. ' 40 FYB7"
—— 85% of registered P families receiving food aid. 40 FY86
-— 90% of regist‘ered P families receiving food aid are

in receipt of monthly deliveries. 40 FYB6
-— 25% of registered [P families receiving supplewentary

food aid for children under five. 1D FYR7
-— Crude mortality rate for registered DP families

reduced to less than 20 per 1000. 40 Fym7?

Narrative:

The total number of displaced perscns rose from 25,000 in 1980 to
about 525,000 in 1985 (11% of the population) as pecple fled the war
‘zones. As the GOES lacks the resources to meet the needs of these
people, AID is assisting the GOES, PWOs ard private sector groups in
providing emergency humanitarian assistance. During FY 1985, the Health
and Jobs for Displaced Femilies (519-0281) financed: a work program that
provided 12,000 income-earning temporary jobs per month through 10 credit
unions (in 10 departments) contracted to administer work projects in
local communities; a preventative and curative health program that
financed vaccinations for over 200,000 persons; curative health services
for an additional 50,000 displaced under a cooperative agreement with
Project HOPE, and a OONADES "outreach" program of approximately 12,000
home visits per month; and two pilot relccation efforts to reintegrate
displaced persons under cooperative agreements with World Relief
Corporation and the Overseas Mucation Fund. Also during FY 1985, FPL 480
Title 1I commodities were utilized in the World Food Program (WFP)
complemented by locally procured food financed by Title I local currency
generations to provide: a 1600 calorie basic food basket to registered
displaced persons, supplementary and intensive feeding provided by the
Salvadoran Evangelical Committee for Assistance (CFSAD) for selected
heneficiaries, and nutritional feeding consisting of a 1600 calories
basic food basket for 350,000 displaced families. During FY 1986, AID
will continue to finance emergency humenitarian assistance and an
increased pilot resettlement effort, as well as assist the GOFS in
egtablishing the policy and operational mechanisms necessary to initiate
efforts to reintegrate displaced families into the national econcmy. The
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proposed FY 1987 Reintegration of Displaced Families (519-0325), building
on the findings of a FY 1986 Assessment of Displaced Persons, will serve

to support the GOES' newly adopted policies and more permanent efforts to
deal with the displaced population.

Projects:
: 10E
Continuing: ($000)
Health and Jobs for .
Displaced Families 519-0281 72,525
PL 480 Title TI
(FY 1985-FY 1987) 24,373
New:
Reintegration of Displaced Families 519-0325 45,000
(Fy 1987)

PBudgetary Impact (FY 1987): $25,900

4, Obiective Category: Brployment

AID's immediate obiective was to quickly create temporary employment
opportunities for idle workers through labor intensive public sector work
programs. Although the 1980-1985 stop—gap public sector work programs
successfully addressed the serious unemployment problem resulting from
the war, they have now been incorporated into the Mational Plan (see
II.A.5). This activity shift will serve to strengthen the National Plan,
as well as enable it to more effectively carry out projects that address
existing infrastructure and basic social services needs. BAs such, the
National Plan will concentrate on projects that can: generate additional,
subsequent employment such as farm—to-market road improvements and
irrigation works, support exports or attract new industry, or support
priorities such as reintegration of displaced persons, consolidation of
the agrarian reform, and provision of shelter solutions. AID's short to
long-term employment objective is to support a private sector economy
that eventually can begin to effectively absorb workforce entrants (see
II.B.1).

AID's strategy is twofold: to encourage the GOES to identify and give
highest priority to those infrastructure investments that have a direct
and certain impact on the economy (see II.A.5), and support private
gsector activities that will directly/indirectly generate increased
full-time employment opportunities (see II.B.l and 111.0.7).
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Key Assumptions:
—— See II.A.5, II.B.1l and III.C.7.

Policy Dialogué:

-— See II,A.5, II.B.l and III.C.7.

Performance Indicators:

Targets:
1985 1985 1994 1987 1988 198¢
1980-84 ACTUAL TARGET  TARBET  TARBET  TRRBET  TARGET
ENPLOYMENT {MIL. PERSON DAYS) 10.8 1.0 1.0 -- - - -
WUMBER OF PROJECTS 1,900 104 104 - - - -
Benchmarks:

-— See II.A.5, II.B.l and IIX.C.7.

Narrative:

About 40%-50% of the total labor force was wmemployed or
urderemployed during the early years of the war. With AID assistance, in
1980 the GOES initiated an emergency employment program to zosorb scne of
.the nation's idle manpower in infrastructure construction. Over the past
five years AID dollars and generated local currency have contributed to
economic stabilization and recovery by supporting emergency employment
programs.

Key activities to date have included the generation of 11.8 million
person days of employment and the completion of 2,004 infrastructure
projects. Typical projects consisted of road construction or
improvements, bridges, schcols, health posts, irrigation works, soil
conservation efforts and when street repairs. These local currency
funded employment gereration programs have served as a principal GOFES
effort in responding to war-related problems in the conflictive areas.
The program has also served to link emplovment generation efforts with
infrastructure requirements in the housing sector to complement marginal
commmnity developrent activities. In FY 1986, planned activities include
the abscrption of emergency emplovment program activities hy the National
Plan and the initiation of efforts to increase the number of permanent
employment opportunities generated by the private sector. In addition, a
special Frplovment Assessment will evaluate Fl1 Salvador's current
employment situation, as well as measure the impact of the Mission's
ongoing employment proqgrams.

1990
TARBET

As 3
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Projects:
Nohe.,

Budgetary Impact (FY 1987): None.

5. Objective Category: National Plan

In the short-term, AID will continue to assist GOES effcrts to
re—establish civil government, implement small to medium infrastructure
and asic social service projects, and train local authorities to
facilitate the provision of develcpment related econcmic and social
services. AID's medium to long-term cobjective is to help the GOES
re—establish peace and restore and strengthen local government authority
in former conflict areas, while encouraging a gradual transfer of
"leadership from military to civilian authorities.

AID's strateqgy is to give increased priority to the GOFS' Mational Plan
efforts to carry out develcpment activities in newly secured areas. AID
actions to strengthen the National Plan include: the transfer of the
Mission's 1980-1985 emergency employment program to the Mational Plan's
implementing agency; the implementation of ongoing DA, Title II and local
currency activities in Mational Plan priority areas, inasmuch as
pogsible; the improvement of the Mational Plan's leadership and planning
capability; and the incorpcration of the GOES' Office of Special
Resources into the Mational Plan to enable it to coordinate/implement
both small and medium infrastructure projects.

Key Assumptions:

—— That if the guerrilla war, aimed at destroying local authority, is to
e won, then the GOFS must effectively carry out a strategy that
involves a coordinated military and civilian effort.

——— That if the GOFS strateqy is based on the expansion of the secured
and partially secured areas, then it must maintain a concerted effort
to expard and strengthen civil defense and cother mechanisms that
assure the existence and maintenance of law and order.

~— That if the Mational Plan implementing agency remains apolitical,
then there will be continued support from the military. Military
coordination and support is fundamental to the success of the
National Plan.

-~ That if the President overtly and fully supports the Mational Plan,
then coordinated efforts of civilian agencies focusing on restoration
needs will occur,

—— That if the GOES' Mational Plan implements labor intensive projects,
then idle workers will respond to employment opportunities.



Policy Dialogue:

—- A strengthened Presidential commitment to give the required continual

priority ard attention to the civilian-military National Plan.

—— The refinement by the GOES of the Mational Plan strategy for deciding

where civil defense units and civilian agencies should be working as
well as the adoption of an implementation plan with clearly defined
objectives and execution and timing acticons for expanding the secure

areas into currently conflictive portions of the country.

— The strengthening of the Mational Plan ccordinating organization

(CONARA/ORE) as well as the increased cooperation among the principal

GOFS public {civilian) ministries.

—— The expansion and strengthening of civil defense, including training
ard support corganization equipping, maintenance and reaction

assigtance.

Performance Indicators:

E‘gggets H

3. CONARA CTVIL ACTION ACTIVITIESSYR

ND. MAJOR CRE INFRASTRUCTURE PROJECTS/YR 1/

ORE FRDJECTS EMPLOYNENT (MIL. PERSON DAYS) 1/

N0, CIVIL DEFENSE UNITS TRAINED (CUMULATIVE;

CIVIL GOV'TS OFERATING IN CITY HMLLS (CuMrL}

NO. LOCAL CIVIL G3V°T UNITE TRAINED

NO. TAREETTED MUNIZIPALITIES / ESZEMTIAL
SERVILES [CUMULATIVE} 2/

KO. TARSETTED MUNICIPALITIES W/ CGHPLEMENTARY
SERVIZES (CUNILATIVE} 3/

SPENDING REVISICN AT ENJ OF 198& T4 ACCORDANCE KIS THE NILITARY STTUATION.
1/ TARGETS TD BE DETERNINED DURIMG NEGCTIATION OF EACH YEAR'S LOCAL CURRENCY PROGRAN.

2/ WATER, ELECTRICITY, HEALTH, ACCESS ROADS,

37 PUBLIC TRANSPORT, CITY HALL, ARKET, COMMUNITY CENTER

NB: TOTAL MUNICIFALITIES 262

Bend'tmal‘ks H

—~ To reorganize/relocate the Office of Special Resources

(ORE) as part of the Wational Plan tc make it more
responsive to mational priorities and increase its

efficiency.

—— To restore educational facilities and equipment that
have been damaged or unattended because of the

guerrilla presence.

~ Repair 21C schools.

1925 {93 1984 1987 1588 1989 1398
1984 ACTUAL TARBET TARGET TARGET TARGET  TARGET  TAREET
10 5 i 180 186 140 120 [
- - - Hr - - - -
- — - 2|4 p— -~ — -
15 74 14 204 294 $ + +
214 112 160 218 242 - - -
| 112 100 210 62 —- - -
8 0 M §00 190 %2 - -—
3 13 18 75 140 210 28 262
COMMUNICATIONS, EDUCATION
20 CY86
40 CY8Be
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- Provide 10,500 desks for 140 schools.

- Provide educational materials for 350 schools.

-— To restore and/or construct small to medium Mational

Plan/ORE infrastructure projects in priority areas.
- Complete 5 roads projects.

- Install 63 potable water systems.

~ Construct 5 bridges critical to the functicning of

the principal road system.
~ Complete 10 small infrastructure projects.

-~ Complete 34 soil conservation and reforestation
projects.

- To provide 2.4 million man-days of employment through

Mational Plan/ORE projects.

—— To train city officials and restore city halls and

other public building destroyed by the querrillas.
- Conduct 13 training seminars for city officials.
- Restore 46 city halls,

~ Restore facilities for 63 health posts and 5
health centers.

- Repair equipment in 50 health facilities.

-— To restore commmnity infrastructure that has been

damaged or unattended due to guerrilla activity,
ard intrcduce health improvements.

- Repair access roads in 55 municipalities.
- Repair drainage facilities in 18 mmicipalities.
- Restore 21 rural aqueducts.

- Expand latrine facilities in 60 municipalities.

—— To provide emergency assistance in response to
emergency local needs as created by gquerrilla activity

or natural disasters. Complete an estimated 90

emergency projects (e.g., temporary shelter, water,
clothing, medicines).

40 CY86

40 CYB6

10 CYs7

10 Cy87

10 cyg?

1Q cye7

10 CcYR7

10 Cyn7

40 CYBS

40 CYB6

40 CYee

40 CYB6

40 CYB6
40 Cy8e
40 CYee

40 CYB6

40 CYB6
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— To restore agricultural production which has been
hampered due to the presence of guerrillas.

- Complete 22 soil conservaticn projects. 40 CY86
- Develop 13 fish pond nurseries. 40 CYB6

- Undertake 50 projects in support of livestock and
other farm animal producticn. 40 CYBé

- Support 20 projects aimed at increasing fruit .
production. 40 CYB6

— To provide humanitarian assistance to population
centers rot subject to assistance on a regular basis.

- Conduct an average of 14 combined civic action
activities per month. 40 CY86

Narratives

In early 1983, it became clear that military efforts alone were not
sufficient to win the war. GOES policy makers began to map out a
strategy to restore and strengthen civil authority in gquerrilla-affected
areas. The GOES strategy, known as the National Plan, called for intense
military action to eliminate the guerrillas, followed by a coordinated
effort by GOFS ministries to strengthen local authorities and help them
restore essential services, promote development in newly securad areas,
and form civil defense committees. In March 1983, the National
Commission for Area Restoration (COMARA) was created to coordinate
civilian ministry and local authority activities.

The Mational Plan began as a pilot program in San Vicente and
Usulutdn with impressive initial successes, During the first year,
OOMARA coordinated restoration efforts in education, health, agriculture,
roads and basic infrastructure in commmities. Physical accomplishments,
however, were negatively affected by the fact that: GOES line ministries
did not give adequate priority to the Naticnal Plan, resources to meet
the restcration needs of many communities were insufficient, and the
reqular armed forces were insufficient to maintain full-time security in
many rural areas. The late FY 1984-early FY 1985 period was generally
non—-productive due to the President's delay in replacing the OONARA
military leadership with civilian leadership. The military lame duck
leadership could not obtain high lewel support and, once replaced, the
new leadership was slow in getting started. These circumstances were
further aggravated by the military’s reluctance to support the newly
appointed civilian leadership of CONARA. Since mid-FY 1985, however, the
GOFS has reinforced COMAPA, the military has been significantly
strengthened and civil defense has been expanded, providing a more
permanent presence in small communities to deter guerrilla activity.

During FY 1984 and FY 1985, the GOFS set aside $4.24 million in ESF

local currency generations for CONARA-coordinated activities. Each
ministry could also reprogram additional funds from its national budget
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for use in National Plan develcpment activities. By the end of CY 1985,
64 small infrastructure/basic social service activities were completed
ard an additional 180 projects were in the design stage. In addition,
136 local civil government units received leadership training, CONARA
assisted in coordinating and implementing 39 Special Development Activity
(519-0094) projects, and 64 combined civic action activities were
conducted in which military and civilian perscnnel jointly provided
humanitarian assistance.

COMBRA's new leadership has prepared a 1986 plan of operations that
is closely linked to military priorities. The plan features the
selection of geographic target areas for Mational Plan operations in all
14 departments. In these target areas, the military will deter guerrilla
access to the population and develop civil defense. These areas will
also be target points for civic action operations. The 1986 plan
indicates .that the NMational Plan is now fully operational and is becoming
an effective instrument for peace. Within this new framework, in FY 1926
AID's emergency employment program was transferred to the Mational Plan
{see II.A.4), ORE will be incorporated into the National Plan and will
carry cut 117 medium to large infrastructure projects, and OOMARA will
implement a minimum of 180 small infrastructure and basic social service
activities. Most importantly, the National Plan implementing
organization's leadership and planning capability will be strengthened,
thus permitting it to effectively implement an increased mumber of local
currency financed projects (to be determined) in CY 1987 and CY 1988. 1In
early FY 1987, a National Plan Assessment will be carried out to measure
the impact and institutional capacity of CONARA.

Projects: _
Lop
Continuings ($000)
Special Development Activities
(FY 1985-FY 19€8) 519-0094 1,000
P.L. 480 Title II
(FY 1985-FY 198R) 34,273
National Plan (CONARA)
(FY 1984-FY 1986) Title I 11,900 (1<)
National Plan (ORE)
(FY 1986) 519-0310, Title I 9,840 (1IC)

Budgetary Impact (FY 1987): 49,750

B. PFOONOMIC RECOVERY AND GROWTH

The secord goal of the AID strategy, following the restoration of
economic ard social stability, is to accelerate economic growth ard
diversify the economy to attain higher levels of econcmic well-being. -
Some progress has been made in this area. Fl Salvador's five-year slide
in real domestic output was arrested in 1984, Growth of real GDP for
1924 was 1.5% and an estimated 1.6% in 1985, Investment as a percentage
of GDP grew fram 11.0% in 1984 to 11.6% in 1985. Fstimated growth in
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manufacturing output for 1985 was 4.4%. Agricultural ocutput, which had
declined by a cummlative 19% since 1980, recuperated slightly by growing
1.2% in 1984 and an estimated 1.3% in 1985. The five-year slide
turnaround is partly attributable to higher private sector expectations
regulting in higher levels of financial savings and investment: increased
consumer demand; good crop weather; and U.S. economic assistance. With
the economy now beginning to stabilize, El Salvador faces the challenge
of reactivating its econcmy in the midst of a protracted civil conflict
and international markets that no longer favor the exports upon which
earlier prosperity had been uilt.

AID has and will continue to address this area with three programs: (1)
industrial recovery with an emphasis on export promotion and permanent
employment creation, (2) agricultural recovery, and (3) private sector
support. Overall performance indicators for this goal will include both
the stabilization performance indicators (see II.A.l) and the following
additional economic recovery indicators.

Goal Indicators:

15R0-04 1985 1985 1984 1987 " 19pe 1986 1590

AVERAEE 3/ ACTUAL 1/ TARBET  TARSET  TAREET  TARBEY  TARGET  TARBET
INVECTNENT AS 7 OF EBP 1.0 2/ N - 1.9 1%.5 14,2 17, 2.1
FRIVATE INVESTHINT /SDP 5.0 2 8.0 - 8.0 9.4 1.0 1.9 12,0
ECONOMICALLY ACTIVE FOPULATION 3/4/ 1,833.4 1,69%.4 - L2 LIS 1,753 4,77 1,79%.4
Ene DVED 1L,177.9 1, 145.7 = 1,181,2 1,201.8 1,259 ,3135,0 1,415
UNENPLOYED 55,6 552.9 - 553.0 . 533 G00.4 0 4527 3EB.3
LKEMPLOYXENT RATE 7.9 2.4 - 1.3 30,7 2.5 %5 .4

1/ NIXISTRY OF PLANNING ESTIMATES

2/ FIGURES ARE FOR 1984 DMLY,

I/ BSSUNES A [.01219 GROKTH AATE,

4/ LAST CENSUS OF THE ECOROMITALLY ACTIVE POPTILATION WAS ®ADE IN 1978,

NG: TAREETS ASSUNE TRAT FUR EVERY 1% GROWTH IN REAL €DF, A |I ERONTH IN EMPLOYMENT RESULTS.

1. Objective Category: Industrial Recovery

The short-term cobjectives are to: increase investment and producticn in
the agroindustrial and the industrial sectors with an emphasis on export
asserbly and processing (maquila) industries, an area that grew quickly
during the 1970's. AID's medium to long-term cbijectives are to help El
Salvador stimilate permanent private sector employment and to increase
foreign exchange earnings, domestic and foreign investment, and per
capita income. Assistance will be increased to financially and
technically support new efforts to expand non~traditional exports for
extra-regional markets.

AID's strategy is to huild the necessary Salvadoran institutional hase to
identify market opportunities in the U.S., particularly under the CBI ard
other ron-regional markets, and to provide the necessary support (e.g.,
free zomes, credit, technoleogy, foreign exchange, investment climate) to
take advantage of those opportunities.
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Key Assumptions:

That if there is to be increased aggregate private sector involvement
and demand in order to achieve required economic growth, particularly
as related to industrial recovery, then the GOES must support the
private sector's role in El Salvador's reactivation.

That if agricultural employment increases are limited, then private
sector industrial growth and export-oriented industry offer the only
significant productive cutlet for permanent employment growth.

That if industrial reactivation and expansicri are to comtribute
significantly to El Salvador's economic growth as they did in the
1974-1978 period, then the GOFS must support and encourage new
private sector activity in industrial areas.

That if employment cpportunities are to be created and GDP is to
increase sufficiently to encourage investment and savings, then El
Salvadecr must recognize the need to convert fram an
import-substitution economic base to an economy led by export growth.

That if export-led growth is to be encouraged, then the CBI and the
U.S. must allow El Salvador sufficient one-way trade advantages.

That El Salvador's skills and advantages are attractive enough to
markedly increase exports.

That the perception of risk hy potential investors will decrease as
the level of violence (including kidnapping of businessmen) declines.

Policy Dialogue:

The enactment of the proposed Export Promotion Law and its
operational requlations by mid FY 1986.

The enactment of a new Investment Law during CY 1986 in order to
update ard streamline current regulations, allow the expeditiocus
formation of new companies, and the standardization of non-export
incentives and codes.

The increased access by the private sector to foreign excharge for
imports of raw materials and capital gocods.

The availability of adequate credit for private sector export efforts.
The encouragement of the GOES to address economic reactivation and |

econcmic recovery and growth policy dialogue actions that, in turnm,
will directly or indirectly help to generate permanent employment.
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Performance Indicators:

TES' ets:
1985 1985 1985 1987 1988 1989 1980
1984 ACTUAL YARGET  TARGET  TARGET  TAPSET  TARBET  TARBET
HANUFACTURING DUTPUT (MM COL. CONSTANT) 4558 519.4 - 528.2  550.6 5E.4 6367 E90.1
INDUSTRIAL EMPLOYBENY {1 OF TOTAL) U/ 1¢.8 16.8 - 14,8 17.8 19,3 19.8 20.8
NOK-TRAD EXPORTS OUTSIDE CADY &S ¢ AIL) 7.0 6.4 72.0 B89 8.9 137 130.8 150, 4
$ON-TRAD LS INPORTS FROM EL S&. (US & NIL) 8.0 40.0 82.0 70.0 7.0 85.0 95,0 108,90

17 1€.87 OF TOTAL EMPLOYMENT {N 1984 1§ APPROXIMATELY {15,000 PERSCNS. IN 1985, 14,91 REPRESENTS APPROJIMATELY 122,000
PERCANS,

Penchmarks:

—— Increase industrial employment. (non-magquila)
fram 1984 levels by 4,000 persons annually. 40 CYR8

- 6.0% real anmual growth in industrial output
achieved. 40 CyBs

~— New private sector investiment in agroindustrial
or industrial production (non-magquila) of
$10 million/year. 40 cys7

—— Expansion of El Salvador maguila foreign exchange
earnings by $24 million above 1984 levels. aq cYs?

-~ Increase in employment (macuila) of 8,000 jobs
above 1984 levels created directly through AID
projects. ; 40 cyn7

—— Construction of new "free zone(g)" or industrial
parks underway. 40 CY88

~— Demand for medium and long-term credit for
industry {maquila) exceeds $10 million. a0 CYs?7

— 2,000 new light manufacturing and industrial
handicrafts jobs created directly through AID projects. 40 CY87

—— 2,000 new small sector enterprise {SSE) businesses
created directly through AID projects. 40 CYR7

Narrative:

Before 1979, the industrial sector added mxch to the camtry's
econamic growth, increasing 5.9% annually compared to a 5.8% annual
increase in real GDP between 1974-1978, while part of this was
attributable to increased production to meet internal demand, the main
e;tlmulus came from exports to the CACM and other countries.
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Manufacturing, particularly for export, was and is critical to achieving
sustained growth of output and employment. Notwithstanding the sector's
potential, constraints affecting recovery and growth include: lack of
foreign exchange and credit, deficient export development laws inhibiting
extra-regional exports, poor and/or damaged infrastructure and risk of
guerrilla destruction, and a lack of market and technical information
affecting quality control and production efficiency.

In the area of increased industrial production, BCR data show a 1985
increase in manufacturing output of 4.4% over the end-of-year 1984 level,
.as well as an increase of 14,.0% above 1984 levels for non-traditional
exports, compared to the Mission's 12-15% annual increase target. In
1985, AID assistance contributed to this progress. Under the trade amd
investment pramotion component of the Industrial Recovery Program,
{519-0287) some $4.0 million in new export earnings was created, along
with 4,600 new jobs. Through International Executive Service Corps
(IESC) (519-0302) 28 technical assistance activities to improve,
production capability and upgrade quality were reguested, which were
complemented by some 20 U.S, firms travelling to Fl Salvador through the
Trade and Investment Program to investigate joint venture activities. In
addition, new ESF local currency credit lines for industry and exports
amounting to ¢28 million were fully subscribed by year—-end 1985, thus
helping to increase total hanking system credit to the private sector to
64% of total credit in 1985, up significally from pre-1984 levels.
During FY 1986, it is anticipated that: investment as a percent of GDP
will reach 11.9%, private investment will remain at 8.0% of GDP, and
industrial employment will maintain its 1985 gain and represent 16.8% of
total employment. '

In the area of export promotion, policy dialogue efforts continued to
encourage the public endorsement by the President of export-led economic
reactivation and of a strategy in which the private sector has the
primary role in investment, prcduction, and export marketing. The GOES'
implementation of this strateqy, through enactment of appropriate
legislaticn arnd establishment of policies and administrative mechanisms
which provide incentives and eliminate obstacles to exports and
investments, will continue as a priority of the Mission's policy
dialogue. As a result, in FY 1986 it is expected that: constraints to
private investment in non-traditional export ventures will be reduced,
insurance against damage to productive assets of the private sector will
be made available, and tailored technical assistance including market
access will be provided to meet the requirements of export businesses.
Although a sustained effort is now being made to promote investment and
exports under Industrial Stabilization and Recovery (519-0267), as
currently designed, it is expected to yield only limited results through
FY 1987. Therefore, the project will he amended to provide additional
resources and extend the project life through FY 1988. 1In FY 1987, a
shelf Venture Capital Comparnty (519-0305) may financially and technically
support new activities to expand non-traditional exports for
extra-regional markets. Alternate approaches for this effort exist
including ROCAP's proposed Venture Capital Company project and LAAD
services. - In addition, the new FY 1988 Industrial Parks and
- Infrastructure (519-0323) will help to further increase foreign exchange
earmings and emplovment opportunities by developing a program of phased
industrial park infrastructure development and supportive infrastructure
for existing industrial plants.
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Projects:
op
Continuing: ‘ ($000)
Industrial Stabilization and Recovery 519-0287 34,460
IFSC 519~0302 500
STA PD&S 519-0177 Ongoing
New:

Venture Capital Company (shelf) 519-0305 5,000
(FY 1987) ‘ _
Industrial Parks and Infrastructure  519-0323 12,000

(FY 198°)

 Budgetary Impact (FY 1987): $ 8,950

2. Objective Category: Agricultural Recovery

The short-term objectives are to: increase the production of El
Salvador's basic traditional coffee crop; maintain the production of
basic food crops for domestic consumption; and stimilate and promote
non-traditional crops for export. For coffee, AID will promote adequate
policies (e.q., prices, marketing) and credit for refinacing and
replanting. For food crops, BAID is and will continue to support agrarian
reform beneficiaries, particularly Phase III farmers, with credit and
technical assistance. For non-traditional crops, AID will increase its
efforts in promoting domestic and foreign investment, identifying
markets, increasing irrigation farming, and increasing technology
transfer and available credit. AID's long-term objectives. are to: assist
El Salvador achieve a 4% sustainable growth rate in the value of
agricultural output {after adjusting for inflation) and to raise the
production of non-traditional export crops by 6% per year over the term
of the planning period.

AID's strategy is to strenghten Fl Salvador's traditional agricultural

production of coffee ard basic food crops, as well as to actively promote
mon~-traditional crop diversification for export.

Key Assumptions:

~— That if the war continues for an indefinite period, then investment
in diversified agriculture will he severely reduced ard intensified
production in a large percentage of the country will be adversely
affected.

—— That if world market prices of coffee, cotton and sugar rise, then
production of these exports will be stimulated.
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—— That if the GOES pricing policy for coffee is adjusted to reflect
increased world market prices for coffee, then coffee farmers '
can/will make investments necessary to increase coffee production.

—— That if the GOES continues to promote crop diversification, then
increased irrigation farming will be required.

—— That if the GOFS develops sound policies governing new

non-traditional exports, then the interest in investing in these
activities will increase. :

Policy Dialogue:

—-— The recovery of coffee production to 1979-1980 levels stimulated, in
part, by the adoption of a policy that growers will be paid higher
prices in keeping with world market prices.

—— The liberalization of coffee export marketing.

—— The maintenance of BCR credit lines for the replanting and
refinancing of coffee.

Perfornﬁnce Indicators:

E_J;gets:

1980-54 158 1985 198 1987 (988 1789 1999

AVERAGE ASTUAL TARSET  TARBET  TARSET  TAREET  TARBET  TARGEY
FOOD CROP PRTDUCTION {'00¢ DOt 15, 401 16,482 16,381 17,200 18,080 18,941 19,911 20,907
AVERASE ANNUAL FOOD CROP GROWTH RATE (1) 175 5,45 5 5 5 5 5 5
PRODUCTION OF TRADITIONAL EIPERTS ['000 ORI/ 5,456 6,431 5,55 5,67 5,79 5,964 4,143 4,37
AVER TRAD EXPORT VOLUME GROMTH RATE/ANMUM (1) 1,45 11.87 2 2 2 3 3 3
COFFEE EYPORT VOLUME (MILLION 0O bR 3.1 - 2.2 3.0 1.2 1.3 1.5
NON-TRAD. EXPORT PRODUCTION 1960 GQ) 3/ 222 266 282 5% n 33 3% b1z
AVERAGE ANNUAL NON-TRAD GROWTA RATE (I} NA 20.9 b 6. 4 & ] [
TOTAL AGRICULTURAL PRODUCTION 18942 COLONES)  Te8.3 718.2 7469 7767 807.8 B40.1 737 908.6
AYERAGE ANNUAL AERIL PROD EREWIR RATE (1) <17 2.4 i 4 [} 4 4 ]
VALUE OF NON-TRAD AGRIC EYPORIS (sM) &/5/ 13.6 24.0 - 294 3.4 .3 48 a8t
VALUE OF TRAD ABRIC EXPORTS (s 4/5/ 248,00 251.00 2% 540 603.8 s40.0  £80.0  T2L0
YALUE OF TOTAL AGRILULTURAL EFPORTS (M) 256.70 260,30 . 192 T7IM £37.4 §76.3 72,8 Thh1
NON-TRAD EXPORTS/TOTAL ABRIL ELPORTS (1) 3.51 3.7 - 5.1 5.3 5.4 587 6.2

t/ LARGE PERCENTARE INCREASE [N ACTUAL 1985 FRODUCTION VOLUME DUE 7O £2% IMCREASE IN SUBAR.

2/ FIGURE IS 19B!-84 AVERAGE.

34 TNCLUDES MEAT, INGTANT COFFEE, HONEY, SESAME, BALSAM, FRESH FRUITS/VEES, COCOMUT, CANNED VEES, TOBACCO,
AND DATA ARE FUR 19B3 AND 19E4 ONLY.

4/ ESYIMATED FOR 1985 ALTURL.

3/ TARBETS ASSUME CONSTANT PRICES AT 1985 LEVELS.
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Benchmarks:
-—~ To make coffee production more profitable.

- An announcement by the GOES Junta Monetaria that
coffee prices will be adjusted upward. 30 CYBo

- To promote production of high value export crcps:

- $10 million trust fund established in the Banco
Hipotecario to finance precision irrigation. 3Q FYB6

- Five loans for precision irrigation systems made. 40 FYB6
- One pilot processing facility approved for financing. 40 FY86
- (ne produce transportation company financed. 40 Fyg?7

- To develop, through FUSADFES, feasibility studies for
potential export products (e.g., cut flowers,
shrimp, sesame, vanilla, watercress}. 1Q CYR7

-— To provide adequate agricultural production credit
to meet the demands of the reform sector:

- Provide up to $15 million in credit. 40 FYB6
- Provide up to $50 million in credit. 40 Fyea

—- To provide approximately 1,300 person-months of
training to farmers and agricultural technicians
in irrigation management to develop intensive
agriculture. 40 FY87

Narrative:

Agriculture accounts for about 25% of El Salvador's GDP and employs
over 50% of the economically active population. In the early 1970's, the
GOES shifted its agricultural policy from the promotion of traditional
export crops to the increase of staple goods. As a result, during the
late 1970's, production for domestic consumption increased, total and per
capita agficultural ard food production indices rose rapidly, and export
production (particularly cotton) continued to expand. From 1980 to 1985,
however, agricultural output declined as a result of the war, unfavorable
world prices for exports coupled with export tax and exchange rate
policies, and inadequate GOES support services {e.g., credit and
technical assistance, technology ard marketing systems, research and
extension). The GOES is addressing agricultural recovery throuch its new
five-year plan, which seeks to ensure food security, provide incentives
for investment in diversified agriculture and agro-industry, and
stimulate agricultural exports and import substitutes.
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Since FY 1980 Agrarian Reform Credit (519-0263) has emphasized
increasing agrarian reform related production by expanding the GOES'
ability to assist beneficiaries. Agrarian Reform Sector Support
(519-0265) has and will continue to emphasize land transfer and secure
titles to reform sector lands, as well as increase technical assistance
delivery to reform beneficiaries. During 1986, Agricultural Reform
Sector Financing (519-0307) will provide agricultural production and
investment credit to reform reneficiaries. In 1987, a local currency
generated project will begin to provide increased, affordable credit to
small and landless Phase II agrarian reform farmers to assure their
access to and participation in land redistribution through voluntary
sales. .

Initial efforts at agricultural diversification under Agrarian Reform
Sector Support (519-0265) have been successful, resulting in $3.0 million
of production exports in 1985 with this amount expected to double both in
1986 and 1987, The main success to date, however, has been the increase
of food crop production, while export agriculture on Phase I farms still
requires significant effort. In FY 1986, Water Management (519-0303)
will begin to specifically address the issue of intensified production of
non-traditicnal crops for export by making loans amd technical assistance
available for irrigation and processing and support services. In FY
1988, Agribusiness Development (519-0327) will support agricultural
processing initiatives, particularly for non-traditional exports.

In coffee, the Mission has strongly encouraged the GOES to establish
appropriate policies and programs. Toward this end, in FY 1985 the GOES
utilized local currency generations to establish special lines of credit
for refinancing the 1980-1984 debt of coffee producers for replanting
coffee farms. In addition, the GOES' recently adopted 1986 Economic
Program doubled the support price for coffee in keeping with world
prices. In 1986, the Mission will encourage the GOES tc promcte the
liberalization of coffee export marketing.

The anticipated results are that Fl Salvador will make further
progress toward an overall increased food self-sufficiency, as well as a
diversified base of agricultural exports, while maintaining its position
as a leader in coffee. These results should lead to increased and
stabilized export earnings, reduced balance of payments deficits,
increased employment and higher rnutritional standards. Although the
aforementioned AID projects will address the forseeable problems related
to increasing agricultural production, it is the unforséeable prcblems
(e.g., weather, world prices, the war, Salvadoran political commitment to
agricultural growth) which portend the greatest cbstacles to AID's
agricultural development cbjectives.
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Projects:
- Lop
Continuing: ($000)
Water Management 519-0303 18,744
Agr. Reform Sector Support 519-0265 52,030
Ag. Reform Sector Financing 519-0307 50,000
ARIN PD&S : 519-0167 Ongoing
New:
Agritusiness Development . 519-0327 ' 30,000
(FY 1988)

Budgetary Impact (FY 1987): $31,854

3. OCbiective Category: Private Sector Support

The overall short-term cbjective is to encourage a private sector-led
economic recovery by promoting the policies and support services needed
by the sector, with an emphasis on non~traditional exports. Towards this
erd, the major emphasis is to encourage the GOES to realize the vital
role of the private sector and to assist it to work constructively within
the democratic process. This will be done by: improving the investment
climate; assuring the availability of credit resources; streamlining
existing and developing new credit facilities to service production and
investment for non-traditicnal export; assuring adequate foreign exchange
availability; establishing financial mechanisms (e.q., terrorism
insurance) to increase domestic private sector investments; and
strengthening private sector associations.

AID's gtrategy is, first, to encourage the GOES to realize the importance
of working constructively with the private sector. Secondly, AID will
encourage both the GOES and the private sector to work together to: carry
out activities which promote a pogitive investment climate; depolarize
the relationship between the Salvadoran public and private sectors (and
among the variocus elements of the private sector)}; assure private sector
access to credit, foreign exchance, technology and markets); and develop
the public-private institutional capacity necessary to promcte investment
and exports.

Key Assumptions:

—- That if there is to be increased aggregate private sector involvement
ard demand in order to achieve required econcmic growth, particularly
as related to the development of non-traditional exports, then the
GOES must support the private sector’'s role in El Szlvador’s
reactivation.

-—- That if additional investment capital is to be attracted to El
Salvador, then the country must regain its internmaticnal financial
standing in the eyes of foreign commercial hanks.
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That if the private sector is to be strengthened and industrial
production increased, then GUES credit requirements must not crowd
out those of the private sector amd sufficient credit must be made
available, especially for exports.

Policy Dialogue:

The encouragement of President Duarte to continue an ongoing dialogue
with moderate private sector businessmen during FY 1986 and beyond.

The establishment of a joint high level public/private sector
committee with the purpose of developing and monitoring progress
towards export development plans.

The encouragement of the private sector to play a positive role in
econcmic reactivation.

The promotion of venture capital banking (USAID and/or ROCAP project)
and/or investment roles for private sector campanies as a means of
complementing nationalized commercial banking activities.

The adoption of implementing requlations governing the establishment
and operation of foreign banks in El Salvador.

The enactment of an acceptable Export Promotion law to stimulate
non-traditional exports.

—— The establishment and achievement of credit targets in the GOES'

Monetary Program which provide adequate credit to the private sector,
especially for export activities.

Performance Indicators:

Targets: _
1985 1985 1964 1987 1988 1969 1950
1984 ACTUAL TARGET TARBET TARBET TARGET  TARBET  TARBET
CREDIT TO PRIVATE SECTOR (NIL CER) 1,85L.0 4,834.0 4,710.0 - —_ - —_ -
CREDIT TD PRIVAYE SECTOR AS 1 OF TOTAL
GROSS CREDIT 172/ 40,0 53.4 k2.0 7.0 2/ 715.0 B2.0 87.0 20.0
PAIVATE SECTOR INVESTMENT AS I OF €DP 5.0 % 8.0 -- 8.0 9.4 10.0 11,9 12.0
EXPQRT PROMOTION LAN - - - PAESED - - -— -

1/ TAREET EXSHESSED AS ¥ OF THIAL SRCSE CREDIT BECAUSE OFFICIAL FORECASTS ARE UNAYATLABLE. IT ASSUMES THE PUBLIC SECTOR
WILL CONTINUE TQ REDUCE [TS BEFICTT AMD THE PRIVATE SECTOR WILL RECEIVE MOST OF THE BANKING SYSTEM CREDIT.

¢/ ACCORDINS T4 WONZTARY PROGRAM FOR 1985,

3/ FIBURE 15 FOR 1984 ONLY.

Benchmarks:

—— Private sector/public sector coordination on 1986

GOES econcmic measures ard their adjustments. 40 CYB6

- FUSADES association strengthening groups provide 50 TA

ard training projects to private sector associations. 40 CYR7
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—— Private sector credit represents at least 67% of total

banking system outstanding credit. 10 CY87
-— Requlations and procedures for export credit are further

streamlined by the BCR. 40 Cy87
— $75 million of FXIM TCIP financing utilized. 40 CY86

-—— During FY 1986, make the lccal currency equivalent of
$28 million available to the private sector as follows:
Industrial Credit $20 million, Economic Development
Fund $4 million, and Short-Term Credit $4 million. 40 FYP6

— Achieve a maximum turnaround time of 60 days for
credit applications. 40 CYR6

- Remove the need for BCR approval prior to
commitment of furds by commercial banks in the case
of rediscount lines. 4Q CYg7

— In conjunction with the local insurance companies, have
in place an insurance program to cover damage caused by
terrorism to productive assets of the private sector.
This will entail $40 million funding with local currency
generated by the ESF program. 3Q CY86

Narrative:

With positive GDP growth rates of 1.5% and 1.6% in 1984 and 1985,
respectively, the Salvadoran economy is now poised between stabilization
and recovery. Its full recovery depends on the private sector,
specifically, an improved investment climate, a strengthened free market
enterprise system, and access to both foreign exchange and credit.
Although the private sector has been largely responsible for the recent
reversal of the long slide in the nation's economic performance, it is
hesitant to take a more aggressive role due to the existing conflictive
private-public sector relations stemming from both ideclogical and
historical roots. The private sector sees the President as viscerally
against the larger business class and as responsible for imposing reforms
(e.g., agrarian, banking, export marketing) directed against themselves.
The President sees the private sector as an elitest group whose power has
been clipped but still remains dangercus ard must be undercut.

Development of a national concensus is essential to economic
reactivation. The President must play a more unifying role, which he
finds very difficult. Towards this end, he has made some initial
overtures by making a series of statements of his intentions regarding
further reforms on the role of the private sector and the need to
diversify the economy. On the other hand, the private sector must stop
attacking the President unmercifully on every issue and hegin to work
constructively an the development of the country. Regular involvement of
the private sector in consultation with the GOES on econcmic matters
would improve economic policy and generate broader support for it.
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During FY 1986 and FY 1987, AID will maintain its priority of
building better public/private sector relations building upon recent
positive actions. An informal group of moderates has already been
established to meet periodically with the President. Formal periodic
meetings are to be resumed between the COES Monetary Council and ANEP,
the private sector wnbrella organization. The Minister of Planning and
the Union of Salvadoran Business Managers (UDES) have expressed their
intent to initiate seminars between the private sector and public
officials on reactivation and growth of the economy. The recent
enactment of a law governing international hanking operations has been
favorably received. The development of laws governing investments and
the adopticn of a new labor code (see II,D.4) are still to come. Bs a
means of reinforcing the aforementioned public/private sector
rapproachment process, AID support will continue to be given to
strengthen existing business associations.

In the area of credit, growth of the Salvadoran economy in the coming
yvears will depend on increased private sector investment which, in turn,
will be predicated, in part, wupon adequate credit and financial support.
In El Salvador, the banking system is by far the most important financial
intermediary for chanrelling savings and funds from other internal and
external sources into investment. In the five years prior to the onset
of the present crisis, by far the greatest porticn of banking system
credit was extended to the private sector {i.e., over 83%). Between 1979
and 1984, less than 32% of total credit exterded by the banking system
went tc the private sector. In FY 1985, progress at reversing this trend
included: the design, negetiation, and implementation, in conjunction
with the BCR, of a private sector credit program {financed by ESF local
currency generations) which increased both the total amount of credit
resources allocated to the economy and the share of those resources to
the private sector; the implementation of a $75 million Trade Credit
Insurance Program (TCIP), which should result in increased imports (e.qg.,
raw materials, parts, equipment) from the U.S., the freeing of $20
million previcusly tied up in collateral deposits, ard substantially
lowered trade credit interest rates; the making available of 20,000 loans
totalling $24 million to small enterprises and small producers
(1980-1985); and the establishment of $10 million in new credit lines
through Small Producer Development (519-0229), as well as getting the
banking system to develop ard promote credit facilities to service
production and investment credit for non-traditional export activities.
During FY 1986, AID will work toward reducing credit approval turnaround
time in the banking system, work with the banking system to launch a
multi-media publicity campaign advertising available credit facilities,
possibly start a private venture capital activity, and initiate an ESF
local currency insurance program to cover damage caused by terrorism to
productive assets of the private sector.

In the area of foreign exchange availability, AID has provided more
than $500 million to the GOES for balance of payments support since
1981. These dollars are sold to the private sector for imports of raw
materials, intermediate goods, spare parts and capital goods. AID works
closely with the GOFS to ensure that the resources made available through
this ongoing program are used appropriately.



-34-

In the area of free enterprise system strengthening, AID has
supported FUSADES in its development of several programs. Its Economic
and Social Research Program analyzes the macro—economic and social
situation of El Salvador. The Trade and Investment Promction Services
(PRIDFX), with an office in the U.S., promotes private investment of
non-traditional exports and directly helps companies to export by
providing technical assistance and identifying markets. The Agricultural
Diversification Program promotes agricultural production and exports.

The Association Strengthening Activities (FORTAS) Program enhances the
organization of business asscciations, as a means of improving the
effectiveness of their services to their members and promoting investment
and exports. Apart from FUSADES and private sector associations assisted
through it, AID provides support to Junior Achievement of E1 Salvador, a
program giving high school students direct exposure to the free
enterprise system.

Projects:
Lop
Continuings ($000)
Industrial Stabilization and
Recovery
{includes FY 1986 Amendment) 519-0287 34,460
IESC 519-0302 500
Urban Small Business 519-0304 3,000
Youth Entrepreneurizl Development 519-0311 1,000
Assoc. Strengthening Activity 519-0316 _ 370
TCIP (EXIM) - ' ~ 75,000
SDA PD&S 519-0177 _ Ongoing
Private Sector Credit {FY 198%) 515-0310 40,000 (1)
BCR Private Sector Fund (FY 1966) 519-0310 520 (LC)
Investment Prcomotion Insurance
(FY 1986) 519-0310 48,000 (10)
News
Industrial Parks

& Infrastructure (FY 1988) 519-0323 12,000

Budgetary Impact (FY 1987): 10,300

C. BROADENING THE BENEFITS OF GROWTH

In order to broaden the benefits of growth, AID is supporting initiatives
in the areas of agrarian reform, marginal commmity development, health,
family planning, educational and scholarship opportunities, and small
business. These initiatives are critical to the success of the new
democracy and U.S. policy in El Salvador. The new democracy of President
Duarte must demonstrate that it can address the long-neglected hasic
hman needs of the vast majority of the populace. The basic claim of the
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guerrillas is that democracy and free-market economies serve only a small
priviledged class and that the only alternative for the people is an
authoritarian state with a controlled economy. Although diminishing, the
claim continues to have some appeal to the uneducated, pcor segments of
the population resulting from the GOES' inability to fully address
expressed basic human needs. The GOES's budget over the last five years
has been strained by rising defense expenditures and stagnating revenues
due to the economic crisis. BAs a result, ministry budgets in the social
sectors have been reduced and, consecuently, the country's basic social
systems (e.g., education, health services, low income housing) are
deteriorating and services are being reduced. This is compounded by the
fact that there have been massive population shifts as pecple have been
displaced from northern rural areas to the cities as a result of the
viclence so that many public facilities are no longer property located.

AID's overall strategy is to assist the GOES to carry out vigorous and
effective social service programs. A major effort will continue to:
consolidate the agrarian reform; improve education, health and family
planning services; upgrade the marginal commnities of displaced persons
ard squatters; and offer the btenefits of U.S. training to the
disadvantaged.

l. Objective Category: Agrarian Reform

AID's short—-term ohiective is to help consolidate the agrarian reform,
including restructuring of the agrarian debt, compensation of former
landowners, titling, definition and establishment of beneficiary rights,
upgrading of co-op management, provision of agricultural extension
services and initiation of Phase II. The long-term objective is to
integrate the agrarian reform ard non~reform sectors into a productive

agricultural econcmy.

AID's strateqy for consolidating the agrarian reform is to encourage the
GOFS to identify and define the problems of the reform and to provide
support to the agencies and institutions responsible for resolving these
problems. '

Key Assumpticns:

— That if the GOES takes steps to reduce the interest rate, extend the
amortization period, and forgive or freeze the 1981 emergency
production credit debt servicing, then the financial position of the
cooperatives and beneficiaries will be brought in line with their
ability to pay. The sense of desperation at the magnitude of the
present debt will be greatly alleviated and Phase I beneficiaries
will have more of a sense of personal ownership/commitment to the

cocperatives.

— That if the GOES compensates the former landowners for their
expropriated properties, then the tendency toward counterreform will
be reduced, the beneficiaries' access to the land will be
legitimized, and entrepreneurs who lost assets hbut are still willing
to make productive investments in the country will he provided with
capital. '
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-— That if ISTA and FINATA issue definitive titles and the titles are
registered, then beneficiaries will be encouraged to feel and act

like landowners and be more willing to make investments in their

farming enterprises.

That if the GOES defines the membership rights and obligations of

Phase I beneficiaries, then a sense of ownership which encourages
increased production and economic viability will be fostered among

beneficiaries.

-—— That if the credit and agrarian reform institutions insist on good
management of the cooperatives, then the production increases and
economic goals of the cooperatives will be achievable.

Policy Dialogue:

—— The acceleration of the land titling process.

—— The enactment of Phase II implementing legislation.

—~ The resolution of the agrarian debt problem through the enactment of
legislation (or issuance of an Fxecutive Order) restructurinag the

cooperative debts by third guarter CY 1986.

—— The modernization of the land registry system through the enactment
of legislation changing the method by which real estate sales are

registered by second quarter CY 1986.

—= The full up—to-date compensation by the GOES of Phase I and Phase III

former landowners by end of CY 1987.

—— The definition of rights and obligations of agrarian reform

beneficiaries throuwgh the drafting and enactment of new leglslatlon

to be completed by fourth quarter CY 1986,

Performance Indicators:

Targets:

1963 1985 19B4 1987 1983 1985 19%

1330 RETUAL TARBET  TAREET  TARGEYT  TARGET  TARSET  TAHSET
TOTAL PURSL POPULATION 2,624,528 - - - - - - —
BURAL POF. AFFECTED BY PHASES I & IIT 576, 142 - - - - - -- -
SROPERATIES COMPENSATEN, PHASE 1 - 31 405 149 - - - -
PROFERTIES COMPENSATED, PHASE 111 1/ - 1,475 2,483 3,753 4,500 - - -
NUMBER COOPS ESTABLISHED, PMASE 1 -- W - - - - -
COOPS REPAYINE PRODUCYION CREDIT ‘ - 124 - 197 N 2% nr 20
PRELIMINARY TITLES, PHRSE 11 - 55, 762 - - - - - -
DEFINITIVE TITLES, PHASE [ - 127 199 37 - - - -
DEFINITIVE TITLES, PHASE 111 -~ 16,992 23,621 30,000 45,000 - - -

NB: FIGURES ARE CUWMHLATIVE.
1f TRRGETS ARE TENTATIVE AS FINATA'S ALTION PLAN HAS NOT YET HEEN APPROVED.
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Benchmarks:

The development of a viable solution to the problem

of agrarian debts; specifically an anncuncement by the
GOES that the amortization pericd will be extended, the
interest rate will be lowered, a new grace period will
be granted, and emergency credits of 1981 will be
frozen.

The payment of past-due cash and interest payments to

former landowners and the maintenance of current payments

of an estimated amount of ¢286 millicn over a two year
pericd.

~ (200 million (¢60-GOES budget, ¢140-ESF local
currency generations) compensated in 1986.

-~ @66 million compensated in 1987.
The acceleration of titling within ISTA and FIMATA,
~ The completion of ISTA titling (317 titles).

-~ The acceleration of FINATA titling {45,000 titles)
(these mumbers may be reduced if it is foumd that
all the beneficiaries do not have valid claims).

The acceleration of the process of defining
beneficiaries rights and obligations, specifically the
recommendation by the GOES to modify the present General
Agrarian Reform Law which, in turn, will allow
cooperatives greater liberty in determining how

they want to operate.

The placement of an additional 140 managers and
accountants (total of 250) on Phase I cooperatives
by agrarian reform institutions.

Cooperatives receiving agricultural extensicn
services.

The ability of all Phase I cocperatives to operate
independently from ISTA (i.e., ISTA co-managers removed
from cooperatives)

The increased access of agrarian reform beneficiaries
to production and investment credit.

- Establishment of a rediscount line in the BCR
to be used by the BFA and mixed bharnks.

~ The channelling of an additional $50 million for
agricultural credit into the reform sector.

30 CY86

40 CYB6

40 Cya?

40 CYB6

40 CYR7

40 CY86

20 FYB7

20 Fye7

40 FY87

40 CY86

40 FyBs
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-— The provision of training in leadership and
cooperativism to members of the Phase I cooperatives.

- 100 cooperative mermbers exposed to U.S. marketing
cooperatives. 4Q CY86

- 25 campesino leaders trained in leadership skills
in the U.S. 40 CYB6

= 25 women leaders from cooperatives exposed to
women-owned cooperatives in the U.S. -2 CYe7

—— The acceleration of diversified agriculture on
Phase I cocperatives.

- Four additional Phase 1 cooperatives producing
products for export. ' 20 cyn?

Marrative:

The agrarian reform, now in its sixth year, has changed land tenure
patterns and undercut radicalization of the rural pcor. In-the long-run it is
expected to alter the social structure, widen the political base, and expand
economic opportunity. The reform's three phases potentially affect 30% of the
rural poor and 33% of the farm land. To date, the GOES has expropriated 469
properties of over 1,235 acres benefitting some 317 coops with 31,359 direct
beneficiaries {Phase I), as well as granted 240,054 acres to scme 65,782
previous renters and sharecroppers (Phase III). Any properties over 605 acres
(Phase II) that exist at the end of CY 1986 are subject to expropriaticn.
Qurrent GOES actions are attempting to complete the issuance of property
titles to Phase I and Phase III Ieneficiaries, complete compengation of the
properties inveolved, adopt legislation to permit an accelerated beneficiary
registration process, and develop requlations for Phase 1I which awoid
expropriaticn and management by the State of these lands.

In FY 1986, a project amendment extending and focusing Agrarian Reform
Support (519-0265) on specific consolidation goals will be develcped and
2grarian Reform Financing Credit (519-0307) is being designed to channel
credit aimed at reform beneficiaries' production and investment financing
needs. In addition, two special assessments will be carried out to determine
the social changes (and political effect of these changes) caused by Phases I
and III and to determine the economic impact of the agrarian reform. Other
activities under Agrarian Reform Support will emphasize the completion of
titling and compensation and continue vital public and private sector
technical assistance to reform beneficiaries. A major 1985 reorganization of
ISTA, the Phase I implementing entity, has already resulted in faster
cooperative titling, and recently passed changes in the Registry Law should
accelerate the Phase III titling process by FINATAR. With definitive titles,
beneficiaries should be more able and motivated to secure credit and technical
assistance from hoth of the aforementioned projects. The expected results are
increased productivity and standards of living for agrarian reform
beneficiaries, thus assisting the rural poor target population and the country
as a whole.
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Various problems continue to affect the comsolidation of the agrarian
reform. Obtaining definitive titling remains a complicated process which
slows many other aspects of the reform's progress. Compensation is still an
issue which is slowly working its way through the Salvadoran legal system.
Paternalism on the part of the GCES still ties the beneficiaries to government
management and deters productive incentive of the individual beneficiary.
These problems will be addressed by the Mission's policy dialogue.

Projects:
) Lop
Continuing: ($000)
Agrarian Reform Sector Support 519-0265 52,030
Agrarian Reform Sector Finmancing 516-0307 50,000
ARDN PD&S 519-0167 Ongoing
Rural Small Enterprise and ‘
Cooperative Development 519-0312 3,250

Budgetary Impact (FY 1987): $29,780

2. Objective Category: Marginal Commmity Develcpment

" AID's housing cbjective is to help F1l Salvador meet the shelter needs
(e.g.; neighborhood improvements, serviced lots, progressive core housing
umits) of poor families. BAs such, it will support GOES efforts to: meet
the housing requirements of the poorest population, improve the planning
and institutional capacity of financial organizations, capitalize a
permanent low-income housing program, and use private construction and
PVO management resources to improve efficiency.

AID's strategy in addressing the housing needs of pecple is to channel
resources into marginal commmity improvement, marginal commmity
upgrading, and roof and floor solutions and, simultaneously, to assist
the GOES in attaining the greatest degree of cost recovery and moving
towards self-sufficiency.

Key Assumptions:

—= That if the availability of affordable progressive housing solutions
is increased, then more low-income families will enter the formal,
legal housing sector and ease the political, social and health
problems associated with the rapid proliferation of illegal slum
areas.

-—- That if Popular Fousing Program (PRONAVIPO) receives broad GOES and
private sector support, then increased housing construction targets
can be reached,

—= That if an effective recovery mechanism for PRONAVIPO is established,
therr increased reflows for additional housing financing will be made
available with minimal decapitalization.
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That if the GOES lowers housing and urbanization standards (i.e.,

legalizes low-cost solutions), then the housing industry will give
greater emphasis to minimal cost solutions.

Policy Dialogues .

The enactment of legislation establishing a coordination mechanism to
identify priority areas for upgrading, set policies, review plans of
the varicus executing institutions and monitor programs.

The acceptance by GCES housing authorities of the principle of cost
recovery as a means of eliminatirng the current policy of subsidized
low=-income housing.

The acceptance by GOES housing authorities of lower-—-cost housing
solutions (e.g., sites and services, self-help housing, home
improvement loans, floors amd roofs) appropriate for different income
levels. :

The establishment by the GOFS of high emvugh interest rates for

housing construction to prevent the decapitalization of implementing
agencies.

Performance Irdicators:

Ta_{gets:
1945 1985 1984 1987 1988 1499 1990
1984 RCTUAL TARBET ~ TAREBET  TARSET  TARSET  FARGET  TARBET
NEW UPBAN HOMES #/ UTTLITIES 571 1,117 L4404 400 00 95¢ 150 259
SITES GND SERVICES (URERK LOIS) - - - 230 00 £00 80 1,000
NEX UTILITY CONMECTIONS (URBAN} - - - 3,000 3,500 5,200 7,000 9,000
URDAN SLUM HOUSEMTLD UPERADES - 429 629 0 1,300 2,500 3,800 5,000
NEW RURAL HONES 83 i % B20 200 - I 400 800
HOME IMPROVEMENT LOANS (RURAL & LRBAN} - - - 450 1,400 1,450 1,600 2,900
Benchmarks:

—— Establishment of a new or strengthening of the

existing (PRONAVIPO) GOES housing implementation
unit capable of achieving the above targets. 30 CyBe

~— The issuance of a GOES decree establishing new lower .

minimum housing standards. 40 CYR6
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Karrative:

The demand for housing has dramatically increased as a result of
war-related rural-urban migration, exacerbating an already large
deficit. A recent assessment projects a housing demand of about 40,000
new units for 1986, a sharp contrast to the annual average construction
rate of 11,000 units for 1979-1983. The GCES must address this problem
through efforts to vpgrade marginal communities, increase rural housing,
ccordinate financial and service institutions involved in low-cost
housing, establish a coordinating unit to direct marginal community and
‘low—cost housing programs, and adopt sound housing-related policies
{e.g., interest rate standardization, streamlined procedures, use of
private sector contractors). At present, the housing sector is umable to
meet the shelter requirements of the lowest income groups and an
increasing proportion of the population is without access to adequate and
affordable housing and sanitation. Highly subsidized lending amd poor
cost recovery have resulted in a declining capital base available for
housing investment and constructicn of basic urban infrastructure has not
kept pace with the demand and has further contributed to the growing
mmber of illegal and unserviced settlements (e.qg., half of San
Salvador's population consists of marginal commmities). Even with much
greater production rates, housing construction is likely to fall far
short of demand for many years. The emphasis on very low-cost (sites and
services) solutions and efficient use of private sector construction
capacity is seen as the most viable means to build capacity in the sector.

Althouch progress to date in housing has been slow, the development
of Las Presitas housing project was initiated, and the Urban Housing
Institute (IVU) continued to implement its housing projects with FY 1980
HG funding and corresponding mortgages were issued. Implementation
constraints led to delays in contracting FY 1982 and FY 1983 HG funds
and, thus, in identifying additional potential housing projects. In FY
1985, approximately 1,746 urban housing units were constructed/upgraded
and about 300 mortgages issued.

A major action in FY 1986 will be the contracting of FY 1982 and FY
1983 HG furds to finance the las Presitas housing project in San Miguel
and MMA's non-formal community projects. The latter includes the
introduction of bhasic water services at the town level. The HG Agreement
will he amended to add $5 million of FY 1983 HG funds to be used to
finance IVU cngoing and new projects, to continue ANDA nen-formal
comminity projects, and to possibly discount mortgages as a means of
capitalizing house construction financing institutions such as the
Pousing Social Fund (FSV) and the Mational Housing Finance Company
(FNV). The FSV ard FNV activities were not originally contemplated but
will be possible as a result of the additional loczal currency resulting
from the new exchange rate. It is expected that in FY 1986 unit
oconstruction/rehabilitation will e 4-5 times the FY 1985 level which
includes approximately B20 new units in the rural area. In FY 1987, the
Mission will consider requesting additional H3~funds should disbursement
rates on current resources accelerate as expected. The FY 1987 HG
. program would focus on fast disbursing, low-cost solutions such as
water/sewerage cornections and sites~and-services with costs being
recovered within the first ten years of the program.
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This, as well as ongoing efforts, would complement the proposed IDB
sites and services program by funding associated off-sites infrastructure
ard by encouraging cost recovery through the GOES' Popular Housing
Program (PRONMAVIPO).

Projects: .
109
Continuing: ($000)
Housing Investment Guaranty 519-0HG-006A 9,500
. 0068 5,500
006C 5,000
006D 5,000
25,000

Popular Fousing Program (PRONAVIPO) 5,000 {1LC)

New:

Fousing Investment Guaranty (FY 1987) 519-CHG-007 10,000

Budgetary Impact (FY 1987): $10,000 (EG)

3. Obijective Category: Health

In the short-term, AID's cbijectives are: to assist the GOES' Ministry of
Public Fealth ard Social Welfare (MSPAS) to cperate its existing basic
health care system at an acceptable level, particularly in restockirg
pharmaceuticals ard basic medical equipment, and to adequately provide
basic health services to the displaced population (see II.B.4). AID'S
medium to long-term objectives are to help El Salvador reduce the need
for secondary and tertiary care by stressing primary care, and to improve
its management, logistics and maintenance systems. To this end, AID will
support GOES efforts in extending service coverage in rural areas,
lowering health-care costs through improved planning and management,
exparding cost—effective primary health care and rural health aide
programs, and increasing potable water availability in urban armd rural
areas. AID will alsc help the GCES address its population's physical
rehabjlitation needs through a small OFG.

AID's strategy is to: finance pharmaceuticals, supplies and equipment
required by the health system; provide cost-effective health
interventions; and introduce furdamental plarming, management, and
administrative technicues and systems.

" Key Assumptions:

——- That if the current level of the war continues, then GOES financing
for the MSPAS is unlikely to increase substantially.

—= That the Salvadoran public is willing to share the costs of reliable
quality services,



—

————

-43-

That the GOES has the political will to support efficient management
of the MSPAS.

That if the MSPAS' management is streamlined and resources (i.e.,

human, technical, financial) are utilized cost effectively, then
improved health care services and health status will result.

Policy Dialogue:

The decentralization of MSPAS organization and manacement to permit
regions to plan and implement their programs.

The development of procedures b the MSPAS for estimating comodity
requirements by level of facility and disease patterns to ensure
timely procurement ard distribution of pharmaceuticals,

The development of a plan by the MSPAS for generating the funds
necessary to eventually take over pharmaceutical procurements
presently financed by AID. '

The elaboration of a plan by MSPAS for allocatirxy increased resocurces
to preventive as opposed to curative health care services.

“The commitment of the MSPAS to cost-effective management and health

services; specifically the adoption of a patient cost-sharing policy.

Performance Indicators:

Targets:
1983 1989 1964 19e7 1988 1989 19%0
1984 #TUAL TRREET TRREET TARBET TARBET  TARGEY  TARGET
CRUDE MORTALITY RATE 1.0 3.0 - 8.0 B.5 5:2 8.0 8.0
INFANT MORTALITY RATE/1003 LIVE BIRTHS 73 T - 2 no 58 8y 9
CHILD MORTALITY {i~4 YEARS) AS T OF TOTAL 28,0 280 - 23.5 25.0 24.0 240 23.4
DEATH RATE/10,000 FROM DIARRHEA & : .
DEMYCRATION (ALL ABES) XA .7 3.2 k-] LM N 2.2 1.7
CHILDREN -3 WITH 3RD DESREE “ACMUTRITION (1) 1.0 . 4.0 5.0 5.0 1.8 2.0 1.8 1.4
NUMBER DRT PACKETS OISTRIBUTED (MILLICN} 450 1.9 - 2.5 1.0 1.5 3.5 40
CHILDREN UNGER 2 FULLY VACCINATED (1) 34,7 5.0 - 30.0 350 45.0 5.0 .4
CHILIREN UNDER 2 VACCINATED FOR NEASLES (1) HA 5.9 4.0 48.0 5.0 50.0 §5.5 16,0
CHILD HEALTH VISITS/1000 CHILOREN -§ YR 473 404 — 50 500 485 825 1000
PREMATAL YISITS/1000 LIVE BIRTHS Ses 586 - 625 700 175 15 1025
HUXBER MALARIA CASES REPORTED BY MM £2,447 41,328 35,000 40,000 40,000 40,000 40,000 49,000
MALARTA SLIDE POSITIVITY RATE FL ¥ 22.1 1.7 19,6 18.5 14.5 3.9 10.0
NUSDER MALARIA SITES TREATED I3, 909 W00 35,000 35,300 33,5¢ 33,500 33,500 33,500
Benchmarks:

—=— Complete the initial develcopment of an automated

pharmaceutical and medical supply management system. 40 CYB6

—— Train regional and central MSPAS staff in new

pharmaceutical and medical supply management system. 40 CYR6
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— Caomplete implementation and evaluation of :
first large malaria source reduction project. 40 CcYg7

— Complete targeted malaria spray cycles of
approximately 33,500 houses annually, * Ongoing

-— Upgrade laboratory persomnel skills to improve
diagnosis of malaria in health facilities. 40 CYB7

-— Train 90% of clinical medical/paramedical
personnel in the use of drug formularies. 30 Cys?

~— Maintain hio-med equipment maintenance productivity
(% work crders completed/month) at 80% monthly
average. 40 CYe7

- Complete renovation of facilities and installation
of equipment purchased under Health Systems
Vitalization (519-0291). 10 CYB7

Narrative:

The health status of Fl Salvador's population has not improved
significantly during the war. Malnutrition is endemic and infant and
child mortality remain high. Diarrhea remains the major cause of death
with 60% of these among children under five. Although the official
infant mortality rate is estimated at 41.4 per 1,000 live births, a more
realistic estimate may be as high as 74. Life expectancy at birth is 64
vears and the crude birth and death rates are 37.5 and 9.0, respectively.

_ The eroding financial bhase and continuing violence in El Salvador
reduced the functional capacity of the MSPAS during 1981-1983.
Facilities have lacked pharmaceuticals, medical supplies and basic
equipment. Systems for drug quality contrel, maintenance (e.g.,
vehicles, equipment, facilities) and information for health management
and planning have been traditionally weak or ineffective. Health Systems
Vitalization (519-0291) is assisting the MSPAS to meet its continuing
requirements for pharmaceuticals and medical supplies. It has also
improved the management of medical supply, equipment maintenance and
information systems. To deal with GOES budgetary constraints, the MSPAS
is seriously examining mechanisms by which more service costs can be
recovered and/or shared with its clients.

By the end of CY 1985, Health Systems Vitalization (519-0291)
progress was satisfactory despite initial start-up delays. Nearly $10
million was provided in commodities and services (e.g., pharmaceuticals,
redical supplies, insecticides/malaria ecuipment, bio-med equipment,
emergency medical services and equipment). Other supplies and equipment
valued at nearly $13 million were on order. In addition, a number of key
studies were carried out including: a trauma study; a preliminary
analysis of MSPAS recurrent costs and potential for revenue from
additional sources; a review of pharmaceutical supply and movement; and
an assessment of bio-medical ecuipment maintenance resocurces and needs.
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Based on the mid-1985 project evaluation, an amendment was developed and
approved to extend the PACD to December 1986 and provide additional
pharmaceutical supplies, medical equipment, vehicles and TA to help
assure achievement of project cbjectives. A new TA team was recruited in
August 1985 to continue the MSPAS strengthening process.

During CY 1986 the TA team working with the MSPAS will complete the
installation of basic systems for fleet management and vehicle
maintenance, bio-medical ecuipment repair and maintenance, drug supply
management and quality contreol, and collection and analysis of management
information. Also during FY 1986, USAID expects to camplete the design
and development of the new Health Systems Management (519-0308) to begin
implementation in FY 1987. The new project will provide continued
support for pharmaceuticals, health supplies, and equipment and will also
ild vpon and institutionalize management improvements begun under
Bealth Systems Vitalization (519-0291). Follow-on assistance will also
be provided for malaria control activities. A new project element in FY
1987 will seek to strengthen the MSPAS' capacity to reach rural
populations throwgh commmity-based salaried and volunteer health
workers. The project will finance the development and testing of
community-based, low-cost service delivery models using primary health
care and child survival technologies in selected geographical areas.
These service models will be tested and refined during FY 1987 and FY
19828 sc that services can be expanded and improved in other areas of the
country. ' '

"For FY 1988, the Mission plans to design and implement the new
Potable Water/Fnvirormental Sanitation (519-0324) to help address the
need for safe water (quantity and quality) and adequate disposal of
sewage in urban and rural areas. Building on the experience of pilot
rotable water activities implemented in late FY 1986-FY 1987, this
project will help to increase the population's reasonable access to
potable safe water supplies (53.0% in 1975} and, thus, directly address
' one of the major factors of Fl Salvador's high infant and child mortality
rates.

Projects:

- 1LOP
Continuings: ($000)
Health Svstem Vitalization 519-0291 35,625
Health Systems Mgt Improvement 519-0308 32,000
Save the Children OPG 519-0300 3,649
Health PD&S 5190178 Ongoing

Mews:

Potable Water/Fnvironmental _
Sanitation (FY 1988) 519-0324 20,000

Budgetary Impact (FY 1987): $7,974




4., Objective Category: Education

The short-term objective is to restore the primary education system to
pre—conflict levels and to increase access to hasic education services.
AID's medium-term objective is to improve the quality of primary
education, and to strengthen and increase pre-emplovment and vocational
skills training to provide increased permanent employment cpportunities
for workers and managers, particularly those employed by firms
contributing to Fl Salvador's export expansion. Higher education will
not be addressed during FY 1986-FY 1988 period, and adult education has
been deleted as this subsector will be addressed by the IDB starting in
late CY 1986. AID's overall objective is to help educate and train
Salvadorans in order to facilitate employment, thus contributing to the
country'’'s economic growth.

AID's strategy in the education sector is to assist the GOES to: stem the
fiow of new illiterates in a country with one of the lowest literacy
rates by making universal primary education a reality over the next ten
vears; and develop a capacity to train an exceptionally hard working
labor force to support a reoriented, diversified, labor-intensive, export

economy.

Key Assumptions:

- That the GOFS will continue t¢ support AID's Actmn Plan goals and
obijectives throughout the target period.

Policy Dialogue:

—-—— The greater participation of commmities in the maintenance of
schools and in the stregthening of the educational process.

—— The close coordination with the IDB on its effort in the adult

literacy subsector proposed to commence in late CY 1986, Also,
coordination with the IBRD regarding school constructlon in primary

education.

Peformance Indicators:

'I‘aﬂet :

1985 1985 1984 1387 1988 1989
1993 1e84 ACTURL TARBET  TARGET  TARBEY  TARGET  TAREEY

——— —

NET PRIMARY SCHOCL EMROLLMENT RATIR &0 40 &0 50 &0 &2 - M bb
HUMBER NEW CLASSROONS CONSTRUCTED # 100 299 3 - 100 160 200 200
NUMGER RECCNSTRUCTED CLASSROCKS # - - - 300 L 409
NUMBER TEXTBOCKS RISTRIBUTED (SILLION) - - - - - 1.2 1.5 08

!

 ALL NEW AMD RECONSTRUCTED CLASSROOMS WILL BE EQUIPPED AND STAFFED.

1990
TARGET
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Benchmarks:

—=— Completion of the pilot program phase including the
construction of 100 new and 40 rehabilitated
classrooms to provide access to 11,200 primary age
school children. 40 FYRG

-— (OFS contracts awarded for the constrxction of an
additional 160 new and 500 rehabilitated classrooms
to provide access to 52,800 primary age school
children. 1) FYR7

—— COES contracts awarded for the construction
of an additional 200 new and 400 rehabilitated
classrooms to provide access to 48,000 primary
age school children. 30 FYR7

—— GOFS contracts awarded for the construction
of an additional 200 new classrooms and 400
rehabilitated classrooms to provide access to

48,000 primary school age children. 30 FYBR
—— Completion of a Vocational and Technical Needs
Agsessment. 30 FYse
—— Completion of PP for Training for Private Sector
Develcrment . : 30 Fyg?
Narrative:

Before the war, primary school enrollment, new classroom
construction, amd teacher training were expanding at an annual average
rate of 4.3%, compared to the 2.8% annual growth rate of the school-age
population. Students were remaining in school longer and the GOFS was
providing 20-25% of its budget for education. As a direct result of the
war, R00 schools have been abandored, over 650,000 children grades 1-6
have no access to school and the education budget has dropped by more
than 45% of the 1978 level (in constant 1978 prices). Vocaticnal
educaticn has also experienced serious problems, including a shortage of
qualified instructors and a lack of linkages between GOFS training
institutions and private firms needing trained employees. In sum,
econcmic development is impeded by inadequate basic and vocational
education opportunities.

In mid-FY 1985, Fducation System Revitalization (519-0295) was
initiated. Progress to date includes: the construction and inauguration
of a three classroom prototype school in Octcober 1985; the completion of
an Fducation Baseline Survey in November 1985, and the initiation of 10
community pilot programs in school maintenance in December 1985. In
addition, the procurement process for 24 scheol maintenance vehicles and
the reproduction of 1.2 million textbooks has been initiated, and
procurement of school maintenance tools, school furniture for the first
200 classrooms, and supplies for 200 classrcoms has been carried out. By
July 1986, the MOE is expected to complete the bid process for the
construction of the first 100 new classrooms and the reconstruction of 40
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classrooms. lLastly, the MOE has overcome initial problems in
establishing the project's Special Management Unit (APRE) and current
efforts to provide logistical support to each major project component are
progressing in an acceptable manner. A prcoblem which has delayed the
start—=uyp of large-scale school construction and reconstruction is the
granting by AID/W of a required life-of project U.S. advertising waiver.

In FY 1987 ard baged on the findings of a FY 19686 Vocaticnal and
Technical Needs Assessment, Training for Private Sector Development
(519-0315) will be designed and initiated as a means of establishing the
institutional base to assist economic recovery ard exterd the benefits of
growth by meeting the skilled human resource training needs of Salvadoran
firms exporting and interested in exporting. During the FY 1988-1990
period, 10,000 low-income persons are expected to benefit directly by the
project. The initial beneficiaries will be Salvadoran vocaticnal
institutions, as well as small, medium and large Salvadoran firms
exporting or interested in exporting to the U.S. and other countries.

Projects:
Lop
Continuings ($000)
Fducation Svstems Revitalization 519-0295 $40,600
FEducation PD&S 519-0168 Onooing
New:
Training for Private Sector 519-0315 $15,000

Development (FY 1987)

Budgetary Impact (FY 1987): $16,400

5. Objective Category: Scholarships

AID'S overall cbjectives are to increase the mumber of W.S.-trained {and
U.S. oriented) people fram Fl Salvador's low income groups and to support
the development of broad-based leadership and technical skills. Under
the Central American Peace Scholarships Program, approximately 2,400
pecple will be sent to the U,S5. (1985-1989) for specialized short-term
ard long-term academic training, while other AID projects will continue
to address traditional development (e.g., technical, managerial) areas
with participant training.

AID's strategy is to focus training on the disadvantaged, perticularly

those having leadership qualities, as a means of broadening the benefits
of economic growth and of promoting democratic institutions and processes.

Key Assumptions:

—— That if participants return and continue working in El Salvador, then
progress towards achieving CAPS obijectives will have heen made.
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Policy Dialogues

-— None.

Peformance Indicators:

Targets:
1988 1985 1985 1987 1968 193% 1990
1984 ACTUAL  TARBET  TARSET  TAREET  TARSET TARGET  TARSET
TOTAL NUMBER CAPS RECIPIENTS - 367 ks 340 £00 582 530 -
TOTAL HEW STARTS e 367 323 282 520 440 430 -
TETAL CARRY-QVERS - ] ¢ L] B0 12 100 -
ACATEXIC TRAINING-CAPS (M. PERSONS} - 18 25 80 130 22 {20 -
TOTAL NE¥ STARTS - 78 25 22 100 0 1 -
TOTAL CARRY-OVERS _ - 0 ¢ 58 By 122 100 -
CAPS SHORT-TERM TRATNINE NO. PERSONS) - i i) 0 240 429 PY O |1 8 -
PARTICIPANT TRAINING 140 127 - 18¢ i i " 30
Benchmarks:

—See target indicators.

Marrative:

In FY 1985, the Missicn surpassed its CAPS scholarship recipient
target of 325 by 42. This increase pertained primarily to long~term
academic studies, an area which the Mission helieved was important to El
Salvador's long—term development. It also sponsored 127 participants
urder its reqular DA projects. The target levels for the FY 1986-FY 19882
pericd reflect the continued emphasis to be given in three important
training areas (i.e., lorg—term academic, private sector worker technical
training, local leadership) both under the CAPS and DA projects. During
thig period, the Mission expects to grant approximately 122 CAPS
long-term academic scholarships (tc include up to cne-vear of English
lanquage training) of which 92 will be for urdergraduate technical
degrees and 30 for post—graduate study. To measure the overall benefits
achieved by the participants and sponsoring Salvadoran institutions, CAPS
will be evaluated in late FY 1986. The target indicators, above,
indicate that the Mission anticipates that the largest number of
scholarships to be granted during the FY 1986-FY 1988 period will be in
FY 1987,

During FY 1985, the Mission's local currency generated Trust Fund
financed CAPS international travel costs. Due to a shortfull in the
Trust Fund for the FY 1986 and the first half of FY 1987, the planned
number of target beneficiaries may have to be adjusted downward for the
planning period.
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Projects: top
Continuing: ($000)
CAPS Program 5960130 27.4
New:

Badgetary Impact (FY 1987): $7,000

6. Objective Category: Family Planning

AID'S objective is to extend the coverage of voluntary family planming
services by increasing the percentage of Salvadoran couples using
contraceptives and increasing the overall couple years of protection.
The overall objectives are to: increase informed freedom of choice in
family planning, increase contraceptive prevalence and ocouple years of
protection, and to improve private and public family planning services.
AID will contimue to support immovative Salvadoran Demographic
2ssociation {SPA) and ongoing GOFS programs, as well as involve
international PVOs and contractors to complement the bilateral family
rlanning effort.

AID's strategy is to promote family planning services in both the rural
and urban areas as a means of reducing El Salvador's natural birth rate.

Key Assumptions:

—— That if population growth can be slowed to more manageable
proportions, then economic production arnd services will be
distributed among a smaller number of pecple which should increase

the amount of resources available for consumption and investment on a
per capita basis and improve the quality of life.

Policy Dialogue:

—— The clear definition by the CGOES of relative reproductive risk and
specific targets for a decrease in population indicators.

—~ The production by the GOES' Naticnal Health Commissicn of policy
statements in reproductive health for the country.

——- The testing of new contraceptive methodologies (i.e., Norplant TM).
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Performance Indicators:

Targets:
1985 1985 1982 1987 1988 1989 1990
1978 ACTUAL  TARSET  TARSET  TAREET  TARBET  TARSBET TAREET
LEUNE BIRTH RATES1000 M I 38,5 I 35 3 3 ]
N0, COUPLE YEARS PROTECTION 210,000 37,000 320,000 335,000 . 345,000 395,000 425,000 455,000
COHPLES YSING CONTRACEPTIVES (1) N 45 45.5 4 48 50 52 54
Benchmarks:

—- The formation of Special Administrative and Technical
Unit. ' 10 cyré

— The canpletion of an inventory of MSPAS contraceptives. 20 CYB6
—— The contracting of TA for mthe project. | 30 cyse

—— The installation of a computer network for managing
logistics. 40 CYB6

—=— The carrying ocut of a KAP study for the mass media
program. 40 CY86

-—— The initiation of testing of new social marketing
methodologies aimed at effectively increasing the
mmber of couple years of protection. 40 CYB6

— The incorporation of private doctors into an informal
family planning network as a means of sharing
appropriate contraceptive technologies to improve
cost effective, wvoluntary family planning delivery. - 10 CyB7

— The carrying ‘cut of a Mass Media Impact Evaluaticn. 30 cye?

—= The carrying out of a Contraceptive Praevalence Survey. 40 Cyse

Narrative:

El Salvador has a rapidly growing population (2.8% annual natural
growth rate) which continues to exert pressure on its already overcrowded
land. To address this problem, a family planning program was begun in
1962 with the private, non-profit Salvadoran Demographic Association
(sha), followed by GOES involvement in 1968, In spite of these efforts,
rural and urban total fertility rates remain at 5.6 and 4.3 children per
woman, respectively, and the crude birth rate, despite ocutmigration
resulting from the internal conflict, continues to be high at
approximately 37.5 births per 1000 population. The health oonsequences
of such high rates include poor nutrition of pregnant mothers, higher
risk of matermal death during or before delivery, and low-birth weight
babies with greater risk of early death.
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In FY 1985, the national family planning program assisted by
Salvadoran Demographic Association (519-0275), helped increase
contraceptive prevalence among women in wunicon from 34% in 1978 to 45%.
The project funded a medical program, information/education
communications/activities and a social marketing program. Achievements
under the medical program included 2,284 female and 236 male voluntary
surgical contraceptions, 2,622 new acceptors and 26,314 continuing users
of temporary methods, including 709 couple years cf protection for
displaced persons. Education activities included: 4 television spots
disseminated 540 times each, 390,000 pamphlets completed and distributed,
armd 7,400 quarterly newsletter issues produced. Under the social
marketing program, 1,267 pharmacies arnd small stores participated in the
sale of contraceptives, 1,168,000 units of product were sold (i.e.,
condoms, cveles of pills, vaginal foaming tablets), income from the sale
of contraceptives increased by 95% from the 1984 level, and 20,000 couple
vears of protection was achieved.

During FY 1986 the Salvadoran Demographic Association (519-0275) will
incorporate the recormendaticns obtained fram an early CY 1986 project
evaluation. This is expected to enable the SDA to provide approximately
27,00 couple years of protection under its Scocial Marketing Program
(SMP}). The program will undergo in depth modifications to improve the
market position of SMP contraceptives. Under the IEC activities, a KAP
survey will be carried cut under Population Dymamics (519-0210) to
segment the target population for mass media strategies to be implemented
by both the SDA and the MSPAS. Medical contraceptive activities will
reach approximately 4,000 new acceptors for wvoluntary surgical
contraception and 3,500 new accentors for temporary methods. A new mass
media campaign to encourage use of SDA clinics is planned for the second
quarter of FY 1986, and the SDA medical program will continue providing
both services and education to displaced families, thus integrating the
contraception program with general health care. Feasability studies will
be performed to assess cost recovary schemes for SDA medical services.
SA's Evaluation Department will cocntract with private lecal firms to
carry out 8 evaluations and the Training Department will conduct 3 sets
of training sessions (e.g., sex education, family plaming) for
approximately 560 trainers who, in turn, are expected to reach 100,000
persons by the end of CY 1988.

Also in FY 1986, Population Dynamics (519-0210) will establish an
implementation unit with the assistance of a TA team. In addition, an
inventory of contraceptives surplies and a KAP survey are planned and,
urder the IFC program of Population Dynamics, a total of 1,490,000
pamphlets and posters will be printed for the MSPAS arnd the Salvadoran
Social Security Institute in coordination with both the TA team and the
SDA., lastly, training sessions will be implemented by all participating
institutions for approximately 4,300 administrators, medical and
paramedical persomnel and top level decision makers Iy the end of FY 1988,

During FY 1987 Salvadoran Demographic Association (519-0275) will be

amended and exparded to improve family planning service delivery in the
private and the private non-profit sector by working with Salvadoran
indigenous organizations (e.g., labor unions, private medical dectors,
pharmacies, small stores, women's groups, small philanthropic
foundations). The project amendment, in part, will reflect the findings
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of an early FY 1986 evaluation of the impact of the rural contraceptive
Social Marketing Program (SMP). The extended project goal is to increase
contraceptive coverage to 100,000 couple years of protection in 1988
(150,000 by 1993) while reducing the cost per couple year of protection
to $15 in 1988 ($5 by 1993). In carrying out this effort, IPPF, AVSC,
FHI and the Population Council will continue to support SDA family
planning activities during the five year project extension pericd.

Projects:
Continuing: ($000)
Population Dynamics 519-0210 10,000
Salv.Demogr.Association 519-0275 8,353

Budgetary Impact (FY 19R7): $4,002

7. Objective Categorv: Small Business

AID's cbjectives are to: strengthen the capacity of private sector
associations to pramote a positive policy and legal framework for small
scale enterprises; better integrate small scale entrepreneurs into the
lecal econcmy by providing technical assistance, training and quidance
nesded to run their operations efficiently; and provide the small
business sector with the financial rescurces it needs to start new and/or
expand existing activities. The first objective is being addressed
through 2ID's efforts to strengthen the private sector (see II.B.3).

AID's strategy, consistant with its private sector related objectives
(see II.B.1 and 3), is to provide assistance to the small business
sector, which is largely compcsed of the low and middle income segments
of the population. The strategy includes the support of FUSACES, a
private, rnon-profit, non-partisan development crganization, in its
efforts to strengthen the presently weak free enterprise system (see
II.B.3). 1In addition, the strategy calls for the provision of AID
asgistance to involve additicnal institutions serving the small business
sector in the short-term, and to promote the mumber of small and
micro-businesses as a longer-term effort.

Key Assumptions:

— That if a full economic recovery led byiythe private sector is to
occur, then a growing level of law and corder must prevail,
. public-private sector relations must improve, credit to finance
working capital and investment must be availahle, and the base needed

to support an investment and export promotion effort must be
strengthened (gee II.B.3).

—~ That if SSE development is to occur and domestic investment is to be
stimulated, then the guantity and quality of workers' skills must be
strengthened. ‘
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Policy Dialogue:

- See II.R.3.

—- The enactment of necessary legislation to promote private investment
ard exports.

Performance Indicators:

Targets:

1985 1985 158k 1987 1988 1989 {990
1984 ACTUAL  TARBET  TARGET  TARGET  TARSET  TARSET  TARGET

NO. SMALL BUSINESSES ('000) . 89.0¢ 10,5+ -- 2.0 750 760 8.5 81,9
NO. SMRLL BUSINESS EMPLOYEES ('000} 234,08 259.7s - 2488 255.3 - A0 R 2074
INVESTRENT LAN - - - - Y£§ - -

+ ESTIMATES

Benchmarks:

~— The completion of a Small Scale IEnterprise Assessment
to serve as the hase for the design of Small Business
Assistance (519-0318) in FY 1987. 40 CY86

-— The provisicn of assistance to involve 10-15 additiconal
institutions serving the small business sector, the
experience from which will be utilized in the design of
Small Business Assistance {519-0318) in FY 1987. 2Q CYs7

-—— The provision of TR, training and credit funds
benefitting SSF's (500 annually starting in mid

CY 1987). 40 CYs9
-—— The anmual increase of SSE's by 2,000 during the
CY 1987-CY 1988 pericd. 40 CYB9
Narratives

There are currently a rmumber of public and private efforts designed
to support small scale enterprises in El Salvador. Although most of
these are effective, their overall impact has not been sufficient to
maximize the contributicn of this sector which represents more than 20%
of the husinesses registered in Fl Salvador. These activities are
diffused, underfunded and oftentimes redundant. In addition, due to lack
of integration they do not provide the real range of support services
required to make a full contribution toward the viability of small
husinesses. In this context, AID has begun and will continue to support
efforts to strengthen the free enterprise system (see II.B.3) and to -
rromote small businesses.
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In the area of small sector enterprise development, AID committed $26
million between 1980 to 1985 through a number of selected projects.
During FY 1985, IFSC (519-0320) and FUSADES' Urban Small Business
- (519-0304) provided technical assistance to promote small business
expansion and increased employment; the Junicr Achievement Program
(519-0311) provided support for basic husiness management workshops
highlighting the free enterprise system; and FUSADES' Association

Strengthening Program (519-0316) provided technical and financial
assistance to improve business associations (see II B.3).

In FY 1986, the Mission is initiating a concerted effort to promote
small sector enterprise development. It is currently using SDA PD&S
(519-0177) rescurces in helping 10-15 new institutions to better assist
small businesses, as well as to improve small husiness access to credit
delivery and technical assistance. The experience gained over the past
five years, the work of the 10-15 new institutions and the carrying out
of a full Small Scale FEnterprise Sector Assessment will serve as the
basis for strengthening AID's resource assistance to this sector. The
experience will be integrated with the comprehensive analysis of
environmental factors limiting small business development {(e.g., credit,
technical, legal, institutional, tax) in order to embark on a multiyear
program permitting AID to maximize small business outreach. This FY 1987
program, Small Business Assistance (519-0318), will emphasize the policy
, dialoque necessary to improve the climate for small business success and
will promote resource cutreach (e.g., technical assistance, training,
credit) through the most promising and effective institutions serving the
small business sector in El Salvador.

‘Projects:
' LOP
Continuings ($000)
Small Producer Development 519-0229 14,250
SDA PD&S 519-0177 Ongoing
Small Fnterprise Credlt (Fy 1985) 519-0310 11,200 (IC)
Feonomic Development Fund (FY 1986) 519-0310 4,000 (LC)
New:
Small Business Assistarnce (FY 1987) 519-0318 10,000

Budgetary Impact (FY 1987): $5,000

D. DEMOCRATIC INSTITUTIONS AMD BUMAN RIGHTS

The fourth goal of the AID strategy is to assist El Salvador strengthen
the basic institutions which underpin its democratic government. 'This
involves: tuilding a system of eguitable and rapid justice; protecting
human rights; supporting an open, democratic electoral process;
strengthemnq representative government at the Mational level (Assanbly)
ard the local level (rayors); and promoting the democratic labor
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movenent. Significant progress has been made whereby the GOES and people
of El Salvador have enacted reforms to establish a system of government
that can agsure social and economic equality and political stability. In
December 1983, a constituent assembly, chosen by Salvadorans in March
1982 elections, adopted a new constitution. In March and May 1984,
Salvadorans freely elected the first civilian president in over 50

vears. With the successful Mational Assembly and municipal elections in
1985, Salvadorans have chosen officials at every level of goverrment.

AID assistance contributed to the success of these first fundamental
changes arxi was used to consolidate democratic institutions in El
Salvador. FPowever, electicns do not mean that democracy has teen fully
established. In this regard, AID will continue to support GOES
initiatives in political development in the areas of judicial reform,
labor organizations, the Fuman Rights Commission and local goverrments ——
institutions fundamental to demccracy. A specialized full-time AID
Office of Democratic Initiatives in the Mission is responsible for these
areas.

1. Objective Category: Judicial Reform

A cornerstone of a democratic society is the rule of law, applied equally
and regardless of position, wealth or power. In recognizing the
importance of an independent, impartial, and responsible judicial system,
the GOFS has initiated a malcr effort to reform its weak system of
justice. . An immediate cbjective was bringing to justice the perpetrators
of several violent political crimes widely publicized ly the
international media. The more important cbhiective, however, is to create
a fundamental, long-term process of renewal and reform of the judicial
system to assure to every citizen the fullest protection of the law, the
security of person and property, reinforced by the speedy and fair trial
cof those accused of crimes, and the institutiocnalizaticn of due process.
The objective includes: developing a strong, more respongitle and
independent judiciary, providing protection to trial participants,
updating criminal law and procedures, increasing efficiency and
effectiveness of criminal investigations, speeding up the trial process,
and creating a citizenry that is bhetter informed about the rule of law
and value of justice.

AID's strategy is to assist the GOES to move ahead with those elements of

its reform effort (e.g., training, procurement of equipment and supplies)
that are clearly needed now, leaving longer-term institution huilding and
reforms to be forrmulated by the GOES Revisory Commission.

Key Assumptions:

~—— That a continued agreement will assist among the three branches of
the GOES to support the judicial reform effort, and that the GOES
will provide funding for a substantially increased budget for the
judiciary.
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Policy Dialoque Cbjectives:

— The enactment of laws establishing the National Judicial Council, a
judiciary career service, two new Decree 50 trial courts, and
adecquate rudget support for the judiciary,

Performance Indicators:

Targets :

1985 1985 1986 1987 1988 1989 19%0
BASELINE ACTUAL TARSET  TARGET  TAPGET  TARSET  TARGET  TARGET

- rr———

PEPORTED HOXICIDE CASES ERQUGHT SEFDRE

COURTS (1) 13119800 WA - - 0 5 £0 65
CONVICTION RATE FOR ALL CRIMES (1) (2.8 (191 13 - 15 2 = b 3
LAN ESTABLISHING NATIONAL JUDICIAL COUNCIL - - - YES - - - -
LAN ESTAELISKING JUDICIAL CAREER SERVICE ~- - - - YES - - -
REVISDRY COMMISSICN DRAFT LEGISLATION :

ENACTED BY NATIDNAL ASSEMBLY (1) - - - 35 78 % -

Benchmarks:
~—— The establishment of a National Judicial Council. 30 CYB6
—— The establishment of a Judicial career service. . 40 CYB6

-~ The training and incorporation of a trained group of
persons in the Judicial Protection Unit to provide
protection to trial participants. | 30 CYeeé

— The modification of legislation to make admissible
a wider rarnge of evidence at trials. 40 CYR6

- The full functioning of the Commission Investigative

Unit (IU) (e.g., full staff hired, administrative

procedures established, IU working in adequate nmmicer

of cases). 30 CYB6
-~ The full functioning of the recently established

Forensic Unit (FU} (e.g., full staff hired, mobile

team operating). 20 Cye?

—=— The mcdification of outdated criminal laws that are
inequitable or inappropriate for a modern system
of justice. 2 cye?

-— The carrying-out of training programs (long and
short~-term) to increase technical competence
of judges, and the establishement of three law
libraries. 4Q FY87

—— The streamlining of court administration,
logistics, operaticns, and procedures from
arrest through trial. 20 CYs?7
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— The provision of an effective records
management system to the ocourt system. 40 FY87

—— The develcpment of a public information and
education program on the rule of law in society
and the inviolability of the judicial system
utilizing public media and the education system. 40 FYB7

Narrative:

Pespite fundamental quarantees in El Salvador's constitution, the
traditionally weak criminal justice system has further deteriorated
during the civil conflict. In recent years, the inability of the system'.
to adjudicate cases effectively has resulted in increased personal
violence to settle disputes., The failure of the system to try and
convict those charged in murder and kidnapping cases, particularly thosez
of a political nature, has caused Salvadorans to lose respect for the
law, This failure is attributable, in part, to lack of adecuate
evidence-gathering methods and poorly trained investigative personnel,
often resulting in over-reliance upcn a confession from the accused as
the principal evidence. Moreover, neglect of the judiciary has resulted
in underqualified, underpaid judges and judicial personnel and
inefficient court operations. Judicial Reform (519-0296) was designed to
address these problems.

Although Judicial Reform (519-0296) was signed in 1984, it had to be
amernded in September 1984 to add key components ard necessary funding.
Due to the politically sensitive nature of the project and the
pre~election turmoil in the National Assembly, the amendment was not
ratified by the Assembly until after the March 1985 elections and
- comblementary legislation was not approved until late Summer of 1985. 1In
sum, the project began to be implemented in August 1985. '

Despite the delayed start, FY 19685 and FY 1986 progress has been
considerable: the Pevisory Commission is fully functioning, has developed
its Action Plan, has moved into permanent quarters, and is overseeing the
work of three professional teams which are determining areas of study
{i.e., substantive law, procedural law, administrative organization). To
insure the broadest support, the Commission is holding cpen discussions
with law school faculty, political and civic groups, and other experts.
The Judicial Protection Unit, which provided protection during the 1984
churchwomen's trial, is beirg re-confiqured into a more qualified core
unit. The Commission for Investigations is fully functioning, has
permanent cquarters, vehicles and investigative equipment. PReporting to .
the Comrission is an executive unit responsible for managing the
23~-person investicative unit, a three-perscn forensic unit, two lawvers,
and an administrative office. The Commission's Investigative Unit has
received training (e.q., post-tomb blast investigation, visual link
analysis) and is investigating several high profile cases. Its Forensic
Unit is being staffed and ecuipped. Comprehensive improvements in
judicial administration must await the reccmmendations of the Revisory
Commission. As an interim measure, however, an emergency commodity needs
assessment has been completed for the court system and procurement will
begin in early CY 1986. Short—term training for members of the judiciary
is in the planning stage. ' _
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Progress in the judicial reform effort for FY 1987-FY 1988 is
difficult to pinpoint due to its complexity and political sensitivity.
To ensure maximm results, the components and management procedures of
Judicial Reform (519-0296) will he evaluated in mid FY-1987.
Nevertheless, it is anticipated that the Revisory Commission studies will
be completed, draft legislation will he sent to the National Assembly and
most enacted into law. Institution building and providing increased
udget support to the judiciary and cother GOES entities will also be
achieved, although a consolidation process will continue well beyond the
planning period.

Projects:

1OP

Continuings ($000)

Judicial Reform 519-0296 9,24
Judicial Reform (FY 1985-FY 1986) 519-0310 6,000 (LC)

2. Objective Category: Human Rights

AID's overall cbjective is to help the Salvadoran Human Rights Commission
increase awareress of human rights issues among all Salvadcorans, both
inside and cutside the GOES. To this end, AID assistance will help to
urderscore the vital importance of human rights considerations in a civil
strife situation ard to inform the citizenry of its recourse in human
rights violations.

AID's strategy is to encocurage all hranches of the GOES to fully support

the objectives of the Fuman Rights Commission, as well as to assure that
local currency is allccated to the Commissicn through the GOES hudget.

Key Assumptions:

—— That the GOFS, including the military and security forces, will
continue to support human rights goals. J

Policy Dialogue Cbijectives:

— The enactment of a law establishing two new Decree 50 trial courts.
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Performance Indicators:

Targets:

1980-24 1985 983 1984 1987 1988 1969 1970
AVERASE ACTUAL TAPEET  TBREET  TARGET  TARGET  TARBET  TAREET

TRD NEW HUMAN RIGHTS CONNISSION OFFICES - - - YES - - - -
FOUITICALLY MBTIVATED [EATHS, ND. PER YEAR® 31,840 339 - 230 225 209 15 100
LbW ESTABLISEING THO MEW DECRES S0 COURTS .- - - YES - - - -
RE-ESTABLISHXENT OF PUBLIC DEFENDER OFFICE - - - vED - - - -

¥ DATA FROM US EMBREEY HUMAN RIBHTS REPRT.

Renchmarks:

-— The reduction of the time accused perscns are
unnecessarily detained or imprisoned perding trial hy
the establishment of two additional trial courts to
handle Decree 50 cases. 20 FYB6

~=— 'The Revisory Commission revision of laws on detention
of suspects by GOES security forces. 40 FY86

—— The establishment of a Public Defender COffice
within GOFS. 40 FYR6

—=— The establishment of two new reaional Human Rights
Commission offices. - 30 FYR6

— The establishment of a public information capability
within the Human Rights Comrission so that its work
and goals can he better understood by the Salvadoran
people. 30 FYB6

Narrative:

The Human Rights Commission cof El Salvador was established in August
1983 to promcte greater awarenes of and respect for human rights. The
Commiseicn's work, which ranges from finding persons who have disappeared
to visiting people detained in jail, has provided thousands of
Salvadorans an effective, safe means of informing their govermment about
alleged abuses of authority by government forces, guerrillas, or by
others who have taken "justice" into their own hands. It also serves as
an investigative mechanism capable of determining whether GOES forces
have been involved in cases of disappearances and abuses. The work of the
Commission continues to wderscore the importance of human rights
considerations among the Salvadoran population and, in so doing, plays a

. cr1t1cal role in deepening the commitment of the people and their elected
Ty ment to the process of developing an effective democracy. The
Cormission has received local currency support from the USAID Ralance of
Payments program since 1983. Since mid~1984 the President has
"demonstrated a commitment to human rights improvements. As a result,
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judicial reform efforts are underway, death squad activities have been
curtailed, a Vice Minister of Defense for Public Security has been
created to monitor security forces, and highly-respected military
officers have been named as Directors of the Mational and Treasury Police.

Acting under a State of Emergency which has routinely been extended
since 1981, the NMational Assembly enacted laws establishing an
extracrdinary system of tribunals for those accused of crimes against the
state (e.g., treason, sabotage). In early 1984, the enactment of Decree
50 supplanted Decree 507, an earlier law defining the procedure of
requirements for the prosecution of terrorist acts. - Decree 50 regulates
the prosecution of those accused of crimes against the State. Under
Decree 50, for example, offenders must be consigned to Decree 50 courts
within 15 days of arrest, security forces holding the accused beyond 15
days are subject to punishment, and confessions cbtained by security
forces are not admissible at trial unless two witnesses swear in court
that o cvercion was used in cbtaining them. Although the Decree 50
court system was designed to expedite the prosecution of and provide
increased protection for the accused, logistical and administrative
deficiencies have created a situation in which many suspects are being
detained in prison, perding trial, for a period longer than that
permitted by Decree 50.

The Mission has and will continue to take an active role during the
FY 1986-FY 1987 period in encouraging the GOES to adopt legal measures in
the criminal system to reduce the Decree 50 and civilian case backlog and
thus reduce detenticn time for those awaiting trial. 2As a result of past
efforts, the GCES is plamning to establish two additional Trial Courts
within the Decree 50 court system. It is anticipated that these two
additional trial courts will greatly reduce the case backlog and, as
such, reduce the number of detained pecple awaiting trial.

Projects:
) WP
Continuing: ' ($000)
Human Rights Assistance 519-0310 581,2C0 (IC)

(FY 19R5-FY 1986)

3. Objective Category: Electoral Process and Other Political Development

AID's overall cbiective is to build the Salvadoran pecple's
confidence in the integrity of the electoral process. though election
issues per se will be dropped from its agenda until the 1988 elections,
AID will continue to support the GOES Central Election Council's efforts
to: address electoral registry maintenance and institutional requirements
and to finance related technical training and civic awareness programs,
refine voter registration lists and institute a new natiocnal voter
registry to replace the current system. '

AID's strategy is to develop a more concerted effort for assisting the
growth and consolidation of El Salvador's current democratic initiatives.
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Key Assumptions:

—— That ensbling legislation will be passed to establish a new national

voter registry system.

—— That mayors, local officials, and major political parties will

support the naticnal wvoter registry system initiative.

Policy Dialcgue Cbjectives:

—— The enactment of necessary legislation to 1nst1tute a new natlonal

voter registry system.

Performance Indicators:

Tget H

1985
1982 ACTUAL

1983
TARGEY

199

TARSET

1387
TAPGET

1938

TARZET

198% 1950
TARBET  TARBET

NEW VOTER REBISTRY ESTABLISKED - -
ELIGIBLE VOTERS ACTUALLY YOTING (1) 80 80
POLITICAL PONER TRONSFERRED PEACEFULLY

THROLEY ELECTARAL PROCESS YES YES

Benchmarks:

~— The review of the Flectoral Law and procedures by the
Central Flections Council (CCE) and the adoption of

a national voter registrv.

-

80

YES

- The development of a public education proaram on civic

awareness and voter responsibility to be carrled out

v the (CE arnd civic organizations.

Narrative:

[ 1] -

1D Fye7

10 FYR7

In spite of the war and economic crisis, Fl Salvador successfully
adopted a constitutional, democratic form of government.

AID contributed
to the success of the 1984 and 1985 elections hy supporting the

ingtitutionalization of an autcmated electoral registry system, financing
preparation and administration costs, and arranging for international
election observers to view the election process and support it abroad.
During the FY 1986-FY 1988 period, local currencies and limited technical
assistance will be provided to the GOES (CE to establish a single
national voter registry and voter card system prior to the CY 1988

national elections.
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Projects:
10p
Continuing: ($000)
Electoral Process Support 519-0310 900, 000 (1C)

4. Objective Category: Lahor Organizations

AID's overall objective is to support democratic labor union activities
through the Pmerican Institute for Free Labor Development (AIFLD).
Although AIFLD has recently decided to devote increased attention to the
urban union movement, it has been primarily concentrating on supporting
the agrarian reform and strengthening the rural labor movement. AID
regources will continue to support AIFID efforts in asgisting labor
unions to: represent their rural and urban affiliates in the national
political sphere, improve larger numbers of urban trade unions, support
agrarian reform beneficiaries, and develop support services of rural
organizations and farmer associations.

AID's strategy is to support AIFLD initiatives to assist campesinos and

cooperatives to benefit from the agrarian reform and, especially, to
expand tmion strengthening initiatives into the whban labor sector,

Key Assumptions:

—— That AIFLD personnel will be able to work more actively in the urban
area despite current, volatile security conditions.

Policy Dialogue:

—— Fncourage AIFID to move beyond a focus on helping agrarian reform
beneficiaries to actively promoting and developing the democratic and
labor movement (e.g., AIFLD unions, indeperdents, Christian
Democrats).

Performance Indicators:

Targets:
1985 1983 1986 1987 1988 193¢ 1990
1984 ACTURL TARGET TARBET  TAREET TARGET  TARSET  TARBET
MEMSCRCHIP N DEMCORRTIC UMIUNS NA 180,000 == - 185,000 190,000 210,000 220,000 250,000
MEMBERSHIP I NON-DEMOCRATIC UNIONS NA 50,000 - 45,000 40,000 30,000 20,000 15,000
ESTABLISH UMBRELLA ORG, CF DEMOCRATIC ON1ONS -- - - YES b - -_ -
LASCR LEADERS TRAINED -- - - 190 100 125 - -

RANK AND FILE TRAINED - - - 250 250 300 - -
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Benchmarks:

The carrying out of courses/seminars in politics and
in democratic ideology and practice for both trade
union leaders and rark and file members.

The support of operational research and the production
of publications and press releases which promote
democratic values and carry out an aggressive
promotional and organizational campaign designed to
increase the strength of democratic unions.,

The support of the Confederacién de Trabajadores
Democriticos (CID), its member unions, as well as other
democratic urban wnions.

The carrying out of vocational training programs and
the provision of scholarships to encourage increased
democratic union membership and offer greater

amployment opportunities.

The carrving out of income-generating projects and the
establishment of a small-projects revolving fund to

support campesino organizations, primarily the Salvadoran

Campesinc Union (UCS) and Integrated Agricultural
Cooperative Association (ACOPAT).

The provision of financial support to each of the 25
ATFID-supported cooperatives to hire full-time three (3)
person management staffs {Administrator, Pookkeeper and
Agronomist); aleo the establishment of a technical
assistance team of specialists to assist these
cooperatives in financial management, marketing, credit
and farm management.

The representation of 5ino heneficiaries
before FINATA in resolving conflicts in the titling
process, thus contributing to the consolidation of
Phase III of the agrarian reform.

The establishbment of a group of up to 24 promoters to
organize grupos solidarios, and, thereby, ensure that
outreach services are provided to Phase III
eneficiaries.

“The one~year extension of AIFID's current literacy
program, which now functions in 41 commnities with day

ard night classes nine months per vear so that functional

literacy will he attained w approximately 7,000 rural
children and adults.

2Q FYB9

20 FYg9

20 Fya9

X FY89

20 FY89

20 FY89

20 rys9

20 FY89

2C FyR9



Narrative:

In recent years, organized lakor's efforts have concentrated on a
limited number of key issues (e.g., rising costs of living, armed
conflict, continuing high rate of layoffs, high rates of unemployment and
underemployment, missed GOES salary payments). It has also organized
farmer associations interested in accelerating agrarian reform. Althouch
not all of its actions have been positive, organized labor is a group
which, if strengthened and directed, can further the democratic process.
It moved the GOES to end a wage freeze law in 1983, establish a labor
cammission and develop a new labor code presently under legislative'
review. The potential role of labor is erhanced by the President’s
commitment to a free trade union movement, as well as the overall opening
of the democratic process.

Under a prior cooperative agreement between USAID and AIFLD, support
wag provided to develop farm worker organizations and to support their
role in implementing the agrarian reform program. A new FY 1986
three~year ccoperative agreement continues support to rural unions,
reform cooperatives, and Phase III beneficiaries. Under this new
agreement, greater support will be provided to the urkan trade union
gector through a wide range of developmental, administrative, financial,
technical, political, and institution-building activizies. The tasic
focus of this urban effort is to strengthen the free demccratic labor
movement and to curb the strength of non-democratic union groups.

Projects:
) op
Continuings ($G00)
AIFLD OPG 519-02892 5,000

AJFID OPG 519-0321 7,900

Budgetary Impact (FY 1987): $2,500

5. Objective: Representative Government Strengthening

AID's overall cbjective is to assist El Salvador develop and establish
systems for strengthening the authority, capacity and organization of its
democratically elected local govermments. In the medium—term, the
chiectives are: to ensure that the new Salvadoran democracy achieves a
greater degree of grass roots participation in socio—economic
decision-making and greater opportunities and motivation for
self-governance at the local level; and to strengthen the administrative
ard planning capabilities of local governments to permit them to be more
responsive to expressed local needs.

AID's strategy is to encourage the GOFS to develop a comprehensive
strategic framework within which it can implement a local government
reform program.
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Key Assumptions:

——— That the GOES will establish a strategy for developing an effective
form of municipal government.

Policy Dialogue:

—— The definition by the GOES of an institutional and legal framework
for its local government initiative.

—- The drafting and enactment of new legislation (i.e., mumnicipal code,

municipal loan fund, local planning law, local revenue sources and
authorities).’

Performance Indicators:

Targets:
1988 1993 1985 1987 1988 1989 1990
BASELINE ACTUAL  TARBET  TAREET  TARGET  TARBET TARGET  YARGET
NO. SAYORS ¥ STAFF PROVEIDED TA OR TRAINING .- - - 75 7 75 196 -

OTHER MUNICIPAC INDICTORS PENDING ASSESSMENT

K. RSSEMBLY MEMPZRS VISITING OTHER

LEGISLATLRES - - - 15 15 15 ] -
NU¥BER ASSEMBLY MEMBERS/STAFF TRAINED .- - - i 25 it 30 -
NON-PARTISAN ANALYSIS UNIT IN HATIONAL

ASSEMRLY ESTABLISHED —_ - - - YES - -- -

Benchmarks:

— The development of training programs for National
Assembly memters and their staffs including visits
to U.S. and third country legislative bcdies. 40 CY86

—— The initial training of mayors and other local
government officers under Mational Plan auspices

(see 11.A.5).. 40 CY86e
-~ Establishment of a non-partisan analysis unit in the
Vational Assembly. 40 CYye7
Narrative:

Fl Salvador's 1983 Constitution envisions a larger role for the 262
local goverrments ih the country's evolvirg democratic socio-political
order. This signifies that a greater degree of grassroots participation
is tequired. This runs contrary to the fact that local governments have
heen weakened by a half-century of centralized actions that transferred
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revenues ard authority fimctions to national ministrl€s and autonomous
institutions, and subjected local authorities to an increasingly
paternalistic system of central government oversight and control. The
driving force behind the desire to strengthen local government is the
conviction that the Salvadoran democracy will function more effectively
when local decisions are based on expressed commmity needs through their
duly elected representatives. Moreover, population increases in
secondary cities and larger towns have made it increasingly difficult for
the current centralized system to meet the needs of the local populace.
As rew areas of the country become increasingly secure from violence,
there will be a need to reestablish local government authority and
services. In the comtry's conflictive zones careful coordination with
the GOFS' National Plan efforts will continue.

In FY 1986, AID will encourage the GOES to define the institutional
ard legal framework of its local government initiative including the
drafting of a new municipal loan furd, new local revenue sources and
authorities, and a new local planning law. To this end, a new Municipal
Code has already been enacted by the National Assembly which, in turn,
will make it possible for the IDB to begin implementation of a $20
mmicipal! infrastructure development loan. In early FY 1987 a
camprehengive Local Goverrment Assessment will be carried out. This will
set the framework for the proposed FY 1987 Local Covernment Strengthening
(519-0242) which will provide resources to: provide technical assistance;
support planning and coordination activities involving central and
minicipal govermment agencies and persomnel; train promising municipal
leaders: survey programs and systems to be incorporated into a
restructured central/municipal relationship; and analyze the feasibility
of implementing these systems in conjunction with the development of
minicipal financial and human resource capacities. Over the lohger-term,
project resources may also be used to develop a GOES institution to
provide research, training and technical assistance to local govermments.

Prdjei:ts:
. op
News ($000)
Local Government '
Strengthening (FY 1987) 519-0242 10,000

Budgetary Impact (FY 1987): $4,000

PART ITI. SPFCIAL AMRLYSES

A. FECONCMIC SUPPORT FUNDS

AlID uses ESF resources in Fl Salvador for program purposes and for
projects. Program assistance is provided as balance of payments support
to address the Jackscn Plan goals of economic stabilization and econcmic
recovery in El Salvador. 1Its purposes are to: shore up a collapsed
economy brought about by internal political violence and an external drop
in prices of its principal agricultural crops; and provide scme of the
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resources needed to keep the country'’'s econcmic and social infrastructure
operational while a savage guerrilla war is being fought. As the
military situation improves, ESF resources will be used to stimulate
economic recovery so that the country can begin to support itself, as
well as to operate and begin to restore the basic infrastructure. ESF
resources also help to provide the leverage necessary to encourage the
GCES to adopt sound economic policies which, in turn, contribute to the
attainment of the Jackson Plan Goals.

FSF resources are also used tc finance priority projects. These projects
involve significant political content, resource transfers (as opposed to
institution building) and quick disbursing administrative procedures, not
appropriate for Development Bssistance {DR) resources. Examples include:
the Public Service Restoration Program, which reaquires a rapid response
capability to restore essential economic infrastructure destroyed Ly
guerrillas and the Judicial Reform Project. It should be noted that
should security conditions reguire a reduction of Mission staff, more FSF
and less DA resocurces would he regquested in order to reduce
staff-intensive, institution building activities and administrative
procedures.

In FY 1985 $160 million was made available for Balance of Payments
Support (519-0310) and $49.5 million for priority projects (i.e., Public
Services Restoration (519-0279), Displaced Families (519-0281),
Irdustrial Recovery (519-0287), Judicial Reform (519-0296)). The net
effect of these rescurces on the economy and on encouraging the GOES to
adopt its Januvary 1986 Foonomic Program is fully discussed in the CY 1986
Balance of Payments (519-0310) PRAD (February 1986). The progress
against established FY 1986-FY 1987 Action Plan benchmarks achieved
through ESF priority projects is sunmarized in this document (see
I1.A.2,3,5; I1.B.1; II.D.1).

For FY 1986, the recently submitted PAAD requested authorization of $147
million in FSF to be incrementally funded (i.e., $117 million in FY 1986,
$30 million in FY 1987) for balance of payments assistance to support the
stabilization and the recovery of the Salvadoran economy during CY 1986,
This assistance will be used to assist the private sector to finance the
importation of raw materials ar?! intermediate ard capital goods essential
for the functioning of the Salvadoran econcmy. The GOES local currency
generations will e ueed, as agreed upon by the Mission, as hudgetary
support for agrarian reform compensation, the expansion of selected lines
of credit to the private sector, and social services (see II1I.C).

The 1986 program calls for improved performance on a number of fronts,
includirry a reduction of the balance of pavments deficit that permits
relative stability of the sxchange rate, a reduction of the fiscal
deficit, a reduction of the rate of inflation, and an increase in
employment. Specific taraets for the next three vears are established
for some of these dimensions of economic performance. These targets call
for a significant reduction of inflation (i.e., 20% for 1986 measured on
an annual average hasis), a reduced deficit in the Current Account of the
balance of payments (e.q., .7% of GDP, before official transfers and
estimated family remittances), ard reduction of the deficit in the
Central Government ordinary budget. To meet these targets, the program
calls for pelicy initiatives in three areas: financial stabilization,
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income protection and production growth/restructuring. In addition for
FY 1986, $30 million in ESF will be utilized to support priority projects
(see 1I.A.2,3; II.B.1) including: Public Services Restoraticn (519-0229),
Displaced Families (519-0281), and Industrial Recovery (519-0287).

The PAAD examines the resocurces and policy constrairts facing the
Salvadoran economy, ocutlines the Mission's strategy for helping the GOES
overcome these constraints, describes the policy reform agenda to be
supported by the FY 1986 program, and explains how the FY 1986 furxis will
e managed. In sum, the PARD defines a strategy to encourage the COES to
. strengthen certain weak inputs of its CY 1986 Fooromic Program through

" the adoption of complementary measures leveraged under the FY 1926 '
Balance of Payments (519-0310).

In FY 1987, the Mission is proposing $240 million in ESF resources —
$207 for balance of payments support and $33 million for priority
projects. For FY 1988, an additional $265 million in ESF resources will
e requested — $199 million for balance of payments and $66 million for
priority projects. Individual PAADs will be developed and presented to
AID/W for both of these programs at the appropriate time.

B. P.L. 480

1. Title I

AID's purpose in providing Title I resources in El Salvador are to help:
provide balance of payments support, supply essential food imports, and
keep essential social services and private sector activities operating.
In the Salvadoran context, Title I and FSF resources are negotiated as a
package with the GOES as a means oi: promoting the adoption of
appropriate economic and other policies; supporting economic
stabilization and recovery lw providing or reducing the need for foreign
exchange to finance needed imports; supporting essential social services
and the agrarian reform; and strengthening the private sector.

Since the initial Title I Agreement in 1980, $232.1 million have been
loaned to the GOES for the importation of U.S. agricultural products.
The original and follow-on Agreements have provided the GOES with the
financing (and foreign exchange) tc maintain the supply of vital
foodstuffs (e.qg., wheat, edible oil, tallow) on a concessional basis.
The Title T agricultural commcdities are sold by the GOFE to the private
sector and local currencies generated from the sales are used to support
a variety of Jackson Plan Objectives related activities (see III.C}., In
FY 1985, $49 million was made available to the GOFS. The Aareement
included six specific self-help measures to be taken by the GOES
including: the adoption of new incentives for private sector investment
in agribusiness; the improvement of procedures for processing credit for
farm coperations; the adoption of measures to encourage production and
diversification of non-traditional export crops; the development of
measures to increase competition in the marketing of basic foods; the
adoption of measures to complete and consolidate Phases I and III of the
aqrarian reform; and the undertaking of specific measures to stop the
introduction and spread of exotic diseases to Fl Salvador's livestock
herds.
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In FY 1986, a Title I Agreement for $36 million was signed in December
1985 and the respective Purchase Authorizations for wheat, vegetable oil,
and tallow were issued in January-February 1986. An additional $10
million is expected to be signed in mid-CY 1986. For FY 1987 and FY
1988, Title I resources are being requested for the same cormodities. A
summary of the commodities and dollar cost estimates for the FY 1986-FY
1968 period follows:

FY 1986 FY 1987 FY 1988
MI $(mill.) MI $(mill.)} MP $(mill.)
Wheat "~ 148,000 20 152,000 21 160,000 23
Vegetable 0il 18,000 = 12 18,000 12 16,000 11
Tallow 32,000 14 35,000 15 36,000 16
Total 46 48 50

The use of FY 1986 Title I local currency generations is being negotiated
with the GOFS to complement DA, FSF, Title II and HG giving emphasie to
the Jackson Plan Objectives (see III.C'). In economic stabilization,
local currencies will support the Naticonal Plan, public services
restoration, the displaced perscns program and GUES institutions, 1In
economic recovery, local currencies will make available counterpart funds
to encourage an increased presence of other donors (i.e., IDB, IBRD), as
well as support agricultural development ardd industrial recovery .
activities. In hroadening the benefits of growth, agrarian reform
support (including credit), health and education sector activities will
be supported. In democratic initiatives and human rights, lccal
currencies will be used to improve and streamline the Salvadoran judicial
system. ‘ ‘

2. Title II

The Title II Program bhas and will continue to be used to support the
Jackson Plan's economic stabilization and broadening the benefits of
growth goals, mainly the stabilization and feeding of El Salvador's
displaced person population. In FY 1985, $7.783 million was made
available to support both voluntary agency and Goverrment-to—Government
activities. During the year, the Program supported Displaced Families
(519-0281) by providing nutritional assistance and emergency feeding to
approximately 353,250 displaced persons. It also expanded the ,
Food-For-Work develomment program to more actively involve the marginal
urban poor in the construction of badly needed infrastructure and to
promote income generation programs. In addition, the Mission has made
progress in cbtaining a commitment from PVOs and GOES agencies to suppert
a strategy in the areas of malaria control and reforestation through
Food-For-Work activities. Lastly, a major effort was initiated in GOES
institution building and in strengthening human resources by providing TA
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to traditionally weak GOES agencies through seminars and training funds
to CONADES and DIDECO.

In FY 1986, $7.9 million will be allocated to the Title II Program to
support activities similar to those of the previous year. It will also
‘expand the CRS/Caritas program to 130,000 beneficiaries with emphasis on
expanding its Maternal-Child BHealth, Other Child ard Other Categories,
thus giving more flexibility in providing food assistance to orphans and
the elderly. As noted above, the capacity of CONADES has traditionally
teen weak and TA will continue to be provided to irprove its management
systems, whereas DIDECO, which has stronger management capabilities, will
be assisted to address its logistical and field implementation )
deficiencies. :

In FY 1987 and FY 1988, $9.4 and $9.9 million, respectively, is requested
to enable the Title IT Program to increase its efforts toward reducing
emergency food assistance and phasing over to more productive
Food-For-Work development programs. The Mission's objective is to reduce
the mmber of beneficiaries in the CONADFS' displaced persons program
and, when possible, move eligible bteneficiaries over to DIDECO and CESAD
Food-For-Work development programs. As in prior years, the Mission will
continue to coordinate with other local and international PVOs and
attempt to expand their roles in the Title II developmental process. In
this regard, a new Transfer Authorization will be negotiated with DIDECO
in mid-CY 1986 to cover the CY 1987-1988 period. It is anticipated that
a greater number of beneficiaries will be included in this A2uthorization
and increased emphasis will be given to innovative Food-for-Work
development., Similarly, a new Transfer Authorization will be negotiated
with CESAD in mid-CY 1926 to cover the CY 1987-CY 1988 period. This
Authorization will seek to address a higher mmber of displaced persons,
take some of the pressure off COFADES and continue to reintegrate
displaced persons into the productive econcmic mainstream.

C. IOCAL CURRENCY

AID's objective regarding local currencies generated from FSF and PL 480
Title I is to channel these resources, inasmuch as possible, to further
Jackson Plan Cbjectives: (1) stabilization of the eccnomy, (2) recovery
of the economy, (3) distribution of the benefits of growth, and (4) the
strengthening of democratic initiatives and hwman rights. BAs such, these
resources complement and reinforce the Mission's DA projects, projectized
ESF activities, PL 480 and HG contributions.

The CY 1985 Local Currency Program was funded by the colon souivalent of
dishursements from FY 1984-FY 1985 FSF ($241.6 million) and FY 1981-FY
1985 PL 480 Title I ($91.2 million) allocations. The Program, in
addition to the FY 1985 ESF and PL 480 allocations, incorporated prior
vear unexpended funds for ongoing activities into one consclidated
program. The local currency resources supported a total of 73
subprograms (i.e., economic stabilization - 22, economic recovery - 28,
broadening the benefits of growth - 20, democratic initiatives - 3). &
summary of the. distribution of the subprograms as related to Jackson Plan
Objéctives is provided in Table Mo. 1. while the distribution of FY 1985
local currency generations is provided in Table Mo. 2. The subprograms



=72

include 149 discrete line item activities. A comprehensive description
of the progress of the Iocal CQurrency Program is prepared semi-annually
as recquired by Congressicnal legislation.

The CY 1986 Local Currency Program, presently under negotiation with the
GOES, will be funded Iw colones generated by the FY 1986 Balance of
Payments Project ($147 million), the FY 1986 PL 480 Title I Agreement
signed with the GOFS ($36 million) and its proposed Amendment No. 1 ($10
million), and the unexpended balance from the CY 85 Local Currency
Program {#214.1 million). The total resources of the CY 1986 Program
will be approximately ¢926.5 million, which will be governed bty two .
docouments: the FY 1986 ESF and PL 480 Memorarda of Understanding (MOU).
At present, the CY 1986 Program is expected to support 89 subprograms and
approximately the same level of discrete line item activities as the FY
1985 Program (see Table No. l1). The present distributicn of FY 1986
local currency generations is provided in Table Mo. 2. Operationally,
these local currencies will concentrate on three areas: (1) budgetary
support, (2) private sector credit and support, amd (3) USAID operatirg
expenses and program support. A brief summary of the emphasis to be
given in each of these areas follows.

1. Budgetary Support

AID's principal purpose is to provide the bhudgetary resources to keep the
country's economic infrastructure ard social services (e.g., education,
health) operating efficiently. Towards this end, local currencies are
targeted for uses that reinforce AID activities ard support other donor
(e.g., IDB, IBRD) activities. These include: counterpart contributions
to A.I1.D. financed projects; activities related to or supportive of the
overall A.I.D. portfolio; counterpart contributions to other donor
projects; the National Plan; agrarian reform, health, education, and
infrastructure repair; and judicial reform.

2.  Private Sector Credit and Support

AID's objective in this area is to maintain an adequate availability of
credit for the private sector as a means of diversifying production,
increazing non-traditional exports to extra-regiocnal markets (i.e.,
production, marketing) and expanding small and medium size businesses.
The levels of credit provided are reviewed in the context of the BCR's
monetary program and the overall credit limits set Ty the Bank to contain
inflation. A new program in CY 1986 will e the initiation of a private
sector domestic investment reinsurance program to encourage increased
private sector investment in the Salvadoran economy. The emphasis of the
CY 1986 Program on the private sector directly reinforces USAID's private
sector strategy in El Salvador.

3. Operating Fxpense and Program Support

The Balance of Payment Agreement (519-0310), Amendment No. 1, establishes
a Local Currency Operating Fxpense ard Program Support Furd, primarily to
- defray the major portion of local costs associated with the operation and
maintenance of the Mission (see IV.R).
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In FY 1987 and FY 1988, an equivalent in local currencies of $255 million
(ESF - $207, PL 480 - $48) and $249 million (ESF - $199, PL 480 - $50)
are expected to be generated. Although it i3 too early to determine the
subprogram and discrete line item activity breakdown for these resources,
the Mission will continue its present local currency strategy.

In order to ensure that local currency generations are utilized for
agreed upon purposes, the Mission dedicates a considerable amount of
personnel time in negotiating and monitoring the ESF and PL 480
Agreements arx]l MOU's, The Development Planning and Programming office
neqgotiates the content of the programs with the GOES and is responsible
for monitoring implementation. This requires the part time (25%) of one
USTH and the full time of two FRN DH Program Specialists. The Technical
Divisions work closely with GOES implementing entities in developing
Action Plans for the discrete line item activities in the GOES'
Extranrdinary Budget and, subsequently, in monitoring the implementation
of each. That portion of local currency chanmneled through the GOES'
Ordinarvy Budget funds agreed upcn line items in the Government budget and
then is reimbursed once expenditures are made and reviewed by the
Mission. In addition, Mission staff time is allocated to review the
status of all activities on a monthly basis, discussing implementation
bottlenecks with the GOES, and preparing internal and required
AID/Congressional reports.
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D. ONGOING AND NEW PROJECTS

1, FY 1987 Proposed Program

For FY 1987 the Mission is requesting total DA and ESF funding in the
amount of $325.8 million. This amount represents a $14.1 million, or
4.2%, decrease from the level in the Mission proposed FY 1987
Congressional Presentation (CP). Although the reduction to the FY 1986
budget increased the demand on FY 1987 resources by $8.6 million, only a
$4.7 million, or a 5.8% increase, is being requested in the DA portfolio
over the FY 1986 level. The halance of the increase over the FY 1986
level is requested in the ESF portfolio for additional balance of
payments support and the new Reintegration of Displaced Families
(519-0325). In the FY 1987 CP, the Mission presented data sheets for
four new projects. while all four are still planned, Agricultural Land
Financing (519-0306) will now be financed with local currency generations
and, therefore, is not included in the project ranking below. Two new
projects and two project amendments not included in the CP are also
proposed for FY 1987. These are needed to carry out activities key to

stabilizing the economy.

In total, five new projects and two project amendments are proposed for
FY 1987. -Their cowbined total life-of-project funding is $101 million,
of which $43 million would be obligated in FY 1987, $54 million in FY
1992 and $5 million in FY 1989. ‘The proposed projects and amendments,
listed in priority order, follow:
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Planned LCP 1st Yr. Funding

($000) ($000)
1. Public Services Restoration
Project Amendment 15,000 (G) (FSF) 15,000 (G) (ESF)
(519-0279)
2. Tax Administration 3,000 (G) (spA) 2,000 (G) (SDa)
(519-0326)
3. Reintegration of Displaced 10,000 (G) (SDa)
Families (519-0325) 35,000 {G} (ESF) 10,000 (G} (ESF)
4. Salvadoran Demographic
Association Amendment 3,000 (G) (POP) 2,000 (G) (rop)
(519-0275)

. Training for Private Sector
Development (519-0315) 15,000 {G) (EH) 5,000 (G) {(EH)

6. Local Government
Strengthening (519-0242) 10,000 (G} (SDA} 4,000 (G) (SD&)

7. Small Business Aseistance

(519-0318) 10,000 (G) (SDA) 5,000 (G) (SDA)
101,000 43,000

In ranking these projects, the Mission gave highest priority to projects
essential to economic stabilization and recovery goals. Accordingly, the
Public Services Restoration Project Pmendment (519-0279) is rarked first
because it will provide the foreign exchange essential to maintain the quick
response capability develcped in the GOES for restoring vital public services
ard critical economic support facilities (e.g., electricity, telephone
service, water, roads) targeted most frequently by gquerrilla attacks.
Continued progress towards stabilization ard economic recovery can only be
made if the services vital for industry to operate are assured, and industry
is confident in the GOES' ability to maintain these services. BAs previously
authorized funding under this project will be fully disbursed by the end of FY
1986, additional rescurces are needed to continue services into FY 1988 until
the follow-on Public Services Restoration/Infrastricture Rehabilitation
(519-0320) begins.

Tax Administration (519-0326) is particularly important to the Mission's
strategy for economic stabilization. It will provide resources to assist the
COES in increasing its revenues and improving the administration of its tax
systems. This in turn will help to reduce the need for compensatory balance
of payments financing, complement the monetary program, ard contribute to a
reduced deficit. These fiscal improvements are a vital part of the Mission's

policy dialogue.

Basic survival assistance provided under the ongoing Fmergency Program for
Displaced Families (519-0281) has provided an interim solution to meet the

basic human needs of approximately 75% of the 525,000 displaced persons., The
Mission is proposing the follow-on Reintegration of Displaced Families
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(519-0325) focused, however, on long-term impact solutions, specifically
re—establishing the displaced population in their original or new locations or
permanently establish them in their existing locations. The project will
serve to support the GOES' newly adopted policies concerning reintegration of
displaced perscns into the social and economic structure of the country,
thereby reducing the number of individuals needing welfare and adding to El
Salvador's productive capacity — two cobijectives critical to the overall
economic health of the coumtry.

The Salvadoran Demographic Association Amendment (519-0275) has been accorded
priority becaugse of the oontinuing need to arrest El Salvador's high natural
population growth. The modest econcmic and social gains made since 1983 will
quickly dissipate ard long-term growth and equity goals will be more difficult
and costly to attain wmless population growth can be reduced.

Trainirg for Private Sector Development (519-0315) (formerly Vocational
Technical Fducation) is an important complement to the ongoing Industrial
Stabilization and Recovery Project {519-0287). This latter project provides
technical support services, market information, and other husiness development
services, to expand non-traditional export markets ard increase employment.
The new project will respond to skills requirements beirg generated by export
trade and investment promotion programs, as well as existing private sector
needs for management and technical personnel.

Local Govermment Strengthening (519-0242) will support the Ministries of
Interior and Plamning in implementing the new municipal code designed to
increase grassroots participation in the country's evolving democratic
socio-political order. It will finance technical assistance, training for
municipal leaders, and surveys of programs and systems to be incorporated into
a restructured central government/mmicipal relationship.

Small Business Assistance (519-0318) will promote resource outreach throuch
private gector associations and GOES institutions. The project will: provide
training ard technological support to businessmen, hisiness associations and
other support institutions; strengthen existing credit programs; and identify
legal impediments and promote change where necessary to improve the climate
for small husiness. Over the past five years, assistance to small businesses
has been provided through several separate projects. However, to more
effectively btroaden the benefits of growth, the proposed project will develop
a coordinated approach to serving the needs of the small husiness sector,
largely composed of low and middle income segments of the population.

The Mission, while fully aware of the effect of Goverrment-wide austerity
measures cn total funding made available for projects in FY 1986, strongly
recommends AID/W's approval of the FY 1987 proposed level. Significant
progress has been made in establishing a lasting democratic system of
government, in maintaining social and economic stability, and in building a
foundation for economic recovery and growth. The proposed levels of
assistance for FY 1987 {and FY 19R8)} are needed to sustain and further this
progress. As noted elsewhere, the portfolio is undergoing a gradusl shift in
emphasis from shorter—-term quick response activities to longer-term solutions
to gpark econcmic growth, spread the benefits of growth and strengthen
democratic institutions.
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As the Mission continues this transition and consolidates its program into
fewer management units, the mumber of new project starts per year will
decrease, as well as the nuiber of ongoing projects in the portfolio. By the
end of FY 1987, the portfolio will include 21 projects, reduced from a total
of 25 projects in FY 1986. A further decrease is projected in FY 1988,

2. FY 1988 Proposed Program

For FY 1988, the Mission is requesting total DA and FSF firding in the amount
of $364 million. This amount represents an increase of $25 million or 10.4%
in the FSF portfolio, and 'an increase of $13.2 million or 15.2% in the DA
portfolio.

Two new ESF projects, two new DA projects and one project amendment are
proposed for FY 1988. Their combined total is $125 million, of which $56
million will be obligated in FY 1588, and $53 million and $16 million will be
ohligated in FY 1989 and FY 1990, respectively. The proposed projects, listed
in priority order, follow:

Planned IOP 1st ¥r. Funding
T(8000) ($000)
1. Public Services Restoration/
Infrastructure Rehabilitaticn
- (519-0320) ) 60,000 {G} (ESF) 30,000 (G} (ESF)
2. Industrial Parks and 2,000 (G) (ESF) 1,000 (G) (ESF)
Infrastructure (519-0323) 10,000 (L) (ESF) 5,000 {1.) {FsSF)
3. Agribusiness Develcpment _
{519-0327) -30,000 (G) {ARDN} 10,000 (G) (ARDN)
4, Potable Vater/Envircrnmental _
Sanitation (519~0324) 20,0C0 {G) (FE) 7,000 {G) (BE)
5. Fducation Systems Revitalization _
Amendment (519-0295) 3,000 (G) (FH) 3,000 {G) (EH)
125,000 56,000

As in FY 1987, the proposed projects and their ranking reflect the Mission's
priority of revitalizing the economy and stimulating growth. PFunding provided
under the ongoing Public Services Restoraticn (519-0272) will e fully
disbursed by the end of FY 1987. BAccordingly, the proposed follow-on Public
Services Restoration/Infrastructure Rehabilitation (519-0320) is ranked first
in that it will exparxd activities to begin to rehabilitate selected vital
infrastructure where stop-gap restoration effects are no longer sufficient,
including the maintenance and expansion of key systems which have suffered
deterioration due to insufficient (CES operaticnal rescurces.

' Industrial Parks and Infrastructure (519-0323) is ranked second in that it
will provide policy support and long-term investment financing to the private

gsector for the development of industrial parks and other physical
infrastructure needed for El Salvador to compete with other Central American
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and CBI countries in attracting new investors. The project will directly
assist in implementing the new Export Promotion Law which calls for the
development of privately owned duty free industrial parks for the first time
in Fl1 Salvador's history.

Agribusiness Development (519-0327) will build upon the efforts under Water
Management (519-0303) to intensify production of non-traditional crops for
expoert by making loans and technical assistance available for irrigation and
processing and support services. The new project will provide incentives to
foreign and damestic investors interested in undertaking potentially feasible
production ventures in Fl Salvador, as a means of increasing agribusiness and
agro~industrial investment with emphasis on non-traditional exports.

Potable Water/Envircnmental Sanitation {519-0324) will complement the FY 1987
Peintegration of Displaced Families {519-0325) by introducing safe water
supplies in displaced persons camps and areas of relocation, and by supporting
consolidation of the agrarian reform by installing wells and handpumps on
Phase I cooperatives.

Progress under Fducation Systems Pevitalization (519-0295) has been faster
than anticipated. The proposed Amendment would provide additional training
for teachers in the development ard use of didactic materials, enabling them
to qualitatively improve basic texts and materials funded under this project.
-Training would also be provided to administrators to further decentralize
education systems responsibilities.

2, Project Documentation/Authorization Schedule

The Mission's Documentation/Authorization schedule for FY 1987 and FY 1988
proposed projects follows:

Project Documentation Required Month Due
FY 1987

0279 - Public Services Restoration Project Amendment

- USAID Review/Approval of PP Amendment 11/86
- ProRg Amendment signed 12/86

0326 - Tax Administration

- USAID Review/Bpproval of PID o 1/87
-  USAID Review/BApproval of PP 3/87
- Prodg signed 4/87
0325 - Reinteqration of Displaced Families

- PID to AID/W for Review/Approval * 1/87
- PP to AID/W for Approval/Authorization * 5/87

- Proig signed - &/87



0275 - Salvadoran Demographic Association Amendment

- USAID Review/Approval of PP Amendment 11/86
~ Prodg Amendment signed 12/86

0315 —~ Training for Private Sector Development

~ USAID Review/Appraval of PID 8/86
~  USAID Approval/Buthorization of PP 2/87
-  Prolg signed 3/87

0242 - Local Government Strergthening

-  USAID Review/Approval of PID 12/86
~ USAID Approval/Buthcrization of PP ' 6/87
-~ ProAg signed 7/87

0318 - Small Business Assistance

-  USAID Review/Approval of PID 1/87
~  USAID Approval/Authorization of PP 5/87
- ProAg signed 6/87
FY 1988

' 0323 - Industrial Parks and Infrastructure

-  USAID Review/Approval of PID 6/87
- ' USAID Approval/Authorization of PP 12/87
- ProAg signed ' 1/88

0320 - Public Services Restoration/
Infrastructure Rehabilitation

- PID to AID/W for Review/Approval ' 7/87
- PP to AID/W for Approval/Authorizaticn 12/87
- ProAg signed 1/88

0324 - Potable Water/Fnvironmental Sanitation

- USAID Review/Approval of PID 10/87
- USAID Approval/Authorization of PP 2/88
- Proig signed 3/88
0295 - Education Systems Revitalizatiom BAmendment

~  USAID Review/Approval of PP Amendment 11/87
~  ProAg Amendment signed 12/87

0327 - Agribusiness Development

- USAID Review/Bpproval of PID 1/85
-~  USAID Approval/Authorization of PP 5/88
- ProAg signed 6/88

*These projects reflect AID/W approval because of their funding
~ levels, USAID, however, requests that approval authority be
deleqated to the field,
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4. Program Pipeline

A review of the current financial status of USAID/El Salvador's project
portfolio including total obligations, earmarks/cormitments, expenditures
(accruals and disbursements), and the pipeline shows that the projects appear
to be moving well, with a unencumbered balance of only 15% of the portfolio
and a pipeline of 47% of all oblications as of December 31, 1985. The
Mission’s current pipeline for all DA and ESF funded projects is approximately
$210, 379,400, with earmarkings/commitments of $311,970,800, accrued
expenditures of $229,221,500, and total obligations of $439,600,900. In
addition, $30 million of the $160 million obligated for the ESF Balance of
Payments Program was not yet dishursed as of December 31,1985,

This movement in the pipeline should be considered in light of the
substantially increased number of projects and level of furding over the last
two to three years., 1In FY 1983, the Mission had a total of 18 actiwve
projects. By FY 198€, the Mission's portfolio had grown tc include 25 ongeing
projects, not including several smaller PVO subprojects under the Health and
Jobs for Displaced Families (519-0281) and various LAC Bureau initiatives. In
FY 1984, DA and ESF obligations totalled $161,702,000. 1In FY 1985, this

~ figure rose to $265,050,000, and the FY 1984 Supplemental added a further
$111,108,000 to bring this level in FY 1985 to a total of $376,158,000.
Despite the doubling of funding last year, the portfolio liquidation rate has
increased from 572 in FY 1984 to 76% by the end of CY 1985, A compariscn of
anmual expenditures for the last two calendar years, $219,413,000 in CY 1984
and $174,087,700 in CY 1985, also indicates, that despite the increased
finding levels, the portfolio continues to move well.

This movement of funds is particularly noteworthy because the portfolio has
also undergone a gradual shift in emphasis from shorter~term fast-moving ESF
funded activities to longer-term more development oriented programs.

The January 1986 devaluation of the colon will create additional dollar
savings in many of the projects, as fewer dollars are needed to fund local
cwrency costs. In some cases, this may slow down the rate of disbursements.
At the present time, the Mission is critically examining various coptions on a
. case by case basis for using these unforseen savings, and reprogramming
planned project fimding as necessary to maintain the high portfolio
liquidation rate achieved in CY 1985,

5. Program Mortgage

Fxcluding balance of payments activities, the end of FY 1986 mortgage is
projected at $143.3 million, subsequently to decline to $112.5 million ard
$80.5 million in FY 1987 and FY 1988, respectively. This reduction in the
mortgage will be possible even with the reduced hudgets for FY 1986 and FY
1987. The FY 1986 DA mortgage includes 14 projects (excluding PD&S), 7 of
vwhich will he fully funded in FY 1987. The FY 1986 FSF mortgage, excluding
ralance of payments, consists of additional funds for Industrial Stabilization
ard Recovery (519-0287} in the following vears.

The FY 1987 DA mortgage includes 12 projects, 11 of which will be fully funded
in FY 1988, : :
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PROJECT PAFER AMENDMENT

PROJECT TITLE: Agrarian Reform Sector Support
PROJECT NUMBER: 519-0265
PROJECT FUNDING: Current: 7,200 (G)

($000) 30,000 (L)

Proposed Increase:
FY 1986: 3,000 (Gr
FY 1987: 2,500 (L}

3,330 (G)
TOTAL LOP: 13,530 (G)
($000) 38,500 (L)
PACD: Current: 12/31/86

Proposed: 12/31/87

FUNCTIONAL ACCOUNT: ARDN

Problem: The consolidation of the agrarian reform is at a critical
juncture. The processing of definitive titles for Phase I and Phase III
keneficiaries has not been completed. Project rescurces need to be '
prioritized so that the titling agencies for Phase I (ISTA) and Phase II
(FINATA) concentrate on expediting the issuance of definitive titles.
Support services by other reform implementing agencies need to be
reviewed critically and more support offered to those which most directly
support the attainment of project ohjectives. The continuation of
essential technical assistance thru CY 1987 will require $6.33 million in
Grant funds.

Objective: The purpose of the project is to increase the efficiency and

effectiveness of the agrarian reform program by accelerating the land

transfer process. In addition the project aims to improve the ability of

the GOES to provide resources and services to reform beneficiaries while

increasing the managerial capacity of agrarian reform cocperatives. The
FP Amendment will place greater emphasis on the prometion of titling.

Brief Descripticn: The ongoing Agrarian Reform Sector Support project,
authorized in May 1983, has provided a total of $30 million in loan and
$7.2 million in grant funds to support the agrarian reform process. The
project has provided operating furds and other resources to ISTA and
FINATA, as well as to a dozen other entities which support the agrarian
reform to differing degrees. Through the end of CY 1985, the project has
helped ISTA to issue 127 definitive titles (IOP planned is 317 titles)
and FINATA to issue about 17,000 titles (LOP planned is over 45,000).
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Reform support services finarxed by the project include extension,
technical assistance, training of technicians and reform beneficiaries,
and special studies. Since the titling progress is less than planned LOP
cutputs, the redesign of the project will concentrate on streamlining
resources so that titling will be accelerated and less essential
activities will receive reduced assistance. Attainment of project
objectives will require an additional $14.83 million and a one year
extension of the PACD to 12/31/87 for private sector component which,
because it has only recently begun and is a bridge to the FY 88
Agribusiness project, will require a PACD of July 31, 1987. The private
sector component involves a grant to the Salvadoran Fourdation for
Economic and Social Development (FUSAPES) for technical assistance,
feasibility studies and training..

Beneficiaries: Direct project beneficiaries are 190,000 persons in 317
cooperatives {Phase I) and 382,000 former renters and family members
(Phase II). Indirect beneficiaries include non—reform sector
agriculturalists who will benefit from an agricultural sector comprised
of both a oconsolidated agrarian reform and non-reform farmers.,
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PROJECT PAPER AMEMIMENT

PROJECT TITLE: Industrial Stabilization and Recovery
PROJECT NUMBER: 519-0287
PROJECT FUNDING: Current: 9,460 {(G)

($000) Proposed Increase:

FY 198¢: 7,000 (G)
FY 1987: 8,000 (G)
FY 1988: 10,000 (G)

TOTAL LOP: 34,460 (G)
{$000)
PACD: Current: 9/30/87

Proposed: 9/30/89

FUNCTICNAL ACCOUNT: ESF

Relationship to Goals, Ghiectives and Performance Indicators

By augmenting and deepening the support for the development of drawback
or light manufacturing assembly industry (maquila) in El Salvador, the
proposed Amendment will contribute toward the attainment of the Mission's
economic and recovery goal (i.e., to accelerate economic growth and
diversify the eccnomy to attain higher levels of economic well-being).
One of the three principal program areas included in the Implementation
Plan to address growth and diversification efforts is that of industrial
recovery with an emphasis on export promction and permanent employment
creation. The proposed Amendment will be developed specifically to
accelerate the generation of foreign exchange and jobs —— the Mission's
medium to long-term objectives for industrial recovery. Similarly, the
Amendment is fully consistent with the Mission's short-term objectives of
increasing investment and production in re—export industries and
promoting incentives to increase private sector participation in the
econony. The proposed Amendment will constitute a major effort toward
the achievement of the performance indicators related te maquila
industries {i.e., expansion of macquila exports by $24 million above 1984
levels by the end of FY 1987, creation of 8,000 jobs above 1984 levels by
the end of FY 1987, increase in the demand for medium and long-term
credit exceeding $10 million by FY 1987).

Major Development Problem Being Addressed

A 1985 AID financed study on "Eccnomic Growth Strategies for El Salvador:
Preliminary Analysis of Possible New Approaches" concluded that neither
the agricultural sector (because of a limited arable land base) nor the
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manufacturing sector (constrained by the domestic and CACM markets) can
generate the levels of employment needed to absorb ever greater mumbers
of entrants into the labor force. Given that over half of the
eccnomically active population is unemploved or underemployed, the study
recommended a strategy; first, to support export industries based on the
utilization of the country's most abundant resource (i.e., labor) in
light manufacturing/transformation industries for extra-regional markets
and, secordly, to develop the support services that such a thrust would
require. Thus, the development of maquila industries in Fl Salvador
assumes encormous importance and will require special promotional efforts
and additional incentives if foreign investors are to locate cperations
in the country or enter into joint ventures or production contracts with
local entrepreneurs.

Project Components, Activities, and Implementing Organization

The ongoing Industrial Stabilization and Recovery project is one of
USAID's key programs for generating employment, income and foreign
excharge for El Salvador. The project provides support to both the
public and private sectors for non-traditional export and investment
promotion efforts. Through the project, exporters of non-traditional
products in El Salvador are provided with policy support from the public
sector, as well as technical assistance, technology transfer, market
information and other technical support services from the private
sector. The private sector comporient is being implemented by the
Salvadoran Foundation for Fronomic and Social Development (FUSADES), a
private ron—political, non-profit organization. Among the activities
being implemented by FUSADES is a Trade and Investment Promotion Service
program (TIPS) which facilitates information, technical assistance, and
business development services to Salvadoran non-traditional export
enterprises through the establishment of linkages between interested
enterprises and provider entities both within and outside El Salvador.

Consistent with the cbjectives of the project and the Mission's overall
industrial recovery strategy, the project is being amended in FY 1986 as
a means of providing greater support to maquila or assenbly industrial
development. The additional rescurces will be made available to

FUSADES. The new activities to be funded will he based on analyses to be
conducted in the secord and third cuarters of FY 1986. Tentatively, the
plan is to utilize approximately $5 million to augment the TIPS program,
thus making available a greater amount of required maquila-related
technical services to investors. In addition, the Mission will be
examining the financial constraints to magquila development and, depending
on the findings of demand analyses and feasibility studies to be carried
out, approximately $20 million for a credit guaranty fund {or other
financial mechanism) for new investment in assenbly or maquila production
may he included in the Amendment. A possible apprcoach might be to grant
the additicnal resources to FUSADES which, in turn, would establish a
trust fund in a local bank for the credit guaranty and have the bank lend
the resources to investors at prevailing market interest rates for
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long-term, high risk investment. A portion of the loan repayment
proceeds would be used to cover FUSADES' future recurring costs, while
most of the proceeds would go back to the fund for future lending.
Additicnal constraints to maquila development are being addressed through
other Mission projects, such as the Balance of Payments Support Program
and the Domestic Reinsurance Program, a local currency-funded :Lnsurance
program to partially cover losses resulting from terrorist acts.

Extent to Which Overall AID Policies Have Been Taken Intc Account

The proposed Amendment conforms to NBCCA recommendations and overall AID
policies. The incentives provided will encourage private enterprise and
individual initiatives, help create a favorable investment climate, and
promote ron-traditional export efforts. Technical support services to be
financed are consistent with AID's pclicies on technology transfer. The
planned credit guaranty fund is consistent with AID's policies on lerding
terms to private enterprises, which recommends that AID resources to
private profit making enterprises producing goods and services for sale
in commercial markets be made available as loans at appropriate interest
rates. The provision of AID resources in the form of a grant to FUSATES
for the establishment of a credit guaranty fund is needed to promote
long-term, high risk investment and, with a portion of the reflows, to
underwrite FUSADES' recurring costs. This allocation of grant funding to
FUSADES for lending to entrepreneurs, which is consistent with AID
guidelines on Terms of Aid, will also further AID's policies on
institution building.

Additional Budget

($000)

Technical Assistance 5,000
Credit/Guaranty 120,000
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PROJECT PAPER AMENIMENT

PROJECT TITLE: Public Services Restoration
PROJECT NUMBER: 519-0279
PROJECT FUNDING: Current: 64,600 (G)

. ($000) 13,400 (L)

Proposed Increase:
FY 1987: 15,000 (G)

TOTAL LOP: : 79,600 (G)
{$000) 13,400 (L)

PACD: 12/31/87

FUNCTIONAL ACCOUNT: ESF

Problem: Additional funding of $15 million will be needed in FY 1987 to
meet foreign exchange costs of public services restoration activities.
The most critical needs are the maintenance of the electrical system, the
road network and water distribution lines.

Opjective: The purpose of the Public Service Restoration project is to
assist the Government of El Salvador in repairing and restoring public
services damaged by guerrilla sabotage. Project funds are used to
finance the foreign exchange costs of imported goods and services needed
for the repair or replacement of damaged infrastructure and to enhance
the reliability or reduce the vulnerability of the public services
systems.

Brief Description: The project was initially authorized on November 7,
1981 for $10 million in loan funds. Subsequent authorizations have
increased loan funding by $2.7 million (March 1982) and £0.7 million
(September 1982). Grant funding has been authorized in the amount of $11
million (April 1983), $3.6 million (July 1983), $20 million (June 1984),
$10 million (April 1985) and $20 million (December 1985). The total
authorized I0P funding is $78 million. 'The current request will increase
1P funding to $93 million.

The number of querrilla initizated incidents directed against the nation's
physical infrastructure has remained high. Although destruction has been
widespread, activity has concentrated largely on the critical economic
support facilities and essential public services. Most affected have
been the electrical system and the mational road network. The number of
attacks directed against the electrical system continues to be especially
high.
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Additional funding of $15 million is needed to meet the foreign exchange
costs of public services restoration activities. Over one half of the
requested funds will be used for repair activities of the national
electric authority (CEL) and the Ministry of Public Works (MOP). Project
funds will continte to be used for the repair of existing infrastructure
ard restcoration of services rather than the replacement of infrastructure
and facilities.

The $15 million would be cbligated in the first quarter FY 1987, The
advertising waiver contained in the Project Authorization, as amended,
should be continued to permit rapid procurement of emergency repair parts
amd equipment.

Beneficiaries: The project's direct beneficiaries include citizens
throughout: El Salvador, both wrban and rural, who will benefit from the
continuation or restoration of essential public services such as
electricity, water and roads.
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NEW PROJECT

PROJECT TITIE: Tax Administration

PROJECT NUMBER: 519-0326

PROJECT FUNDING: FY 1987: 2,000 {(G)
($000) FY 1988: 1,000 (G)

TOTAL LOP: 3,000 (G)

($000)
PACD: 9/30/89

FUNCTIONAL ACOOUNT: SDA

Relationship to Goals, bjectives and Performance Indicators

The first goal of the AID strateqgy in El Salvador is to assist the GCES
to maintain, insofar as possible within the context of the armed
conflict, a modicum of social and economic stability. In the short-term,
AID's cbjectives are to help EL Salvador to reduce balance of payments
and fiscal deficits, and to strengthen GOES procedures for making sound
macro—-economic policy choices. Over the longer-term, AID's objective is
to eliminate the need for compensatory balance of payments financing.
Towards this end, assistance will be provided under this project to
asgist the UES undertake a comprehensive tax administration reform
effort as a means of increasing its revenues and improving the
administration of its tax system.

Major Development Problem Being Addressed

In 1979, a new Salvadoran Government committed itself to structural,
political, economic and social change. It announced that reforms would
be initiated in several key areas, including agriculture, commerce,
education, and monetary and fiscal policies. To support this early GOES
effort, AID initiated the Reform and Policy Planning (519-0260) Project
to provide financing for the planning and implementation of programs, as
well as to assist the GOES to formulate policies and procedures in those
areas that would promote economic stabilization and social development.
Since the inception of the project in 1980 to 1984, a steep decline in
real GDP and a growing balance of payments deficit occurred. The project
was influential in assisting the GOES to modify its economic policies
which, in part, led to the arrest of GDP decline with a growth of
aggregate real GIP of 1.5% in 1984 and a further estimated growth of 1.6%
in 1985. It was also influential in assisting the GOES to decide to
unify the exchange rate and in defining the overall composition of its
1986 Fconomic Program.
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Although Reform and Policy Plamning (519-0260) focuses its efforts on

providing a policy, procedural and administrative framework to achieve
economic stabilization and recovery, it does not have the flexibility to

permit AID to adequately respond to the GOES' most recent commitment {(and
request for AID assistance) to urdertake a comprehensive tax

administration reform program as a means of increasing and improving the
administration of its tax system.

Project Components, Activities, and Implementing Organization

In 1985, Reform and Policy Planning (519-0260) assisted the GOES to ,
formally establish an Economic Analysis Unit and to finance TA to enable
it to carry out essential studies in key economic policy areas, including
fiscal and monetary policy, exchange rate policy, reactivation and
stabilization of the economy, GOES debt, and commercial policy. Limited
planned project funding will ensure the continuaticn of the Unit, the
carrying out of seminars and conferences to disseminate its findings, and
the preparation of legislation in key areas of reform. WNevertheless, the
proposed Tax Administration Project (519-0326) is considered necessary to
ild won the initial work of the Unit in the area of improved fiscal
administration.

Among the economic problems confronting the GOES is a persistently large
fiscal deficit. The resulting need to finance the deficit with domestic
rescurces has contributed to the "crowding out" of the private sector
fram the available pool of credit and, in some cases, to excessive
monetary expansion. The large size of the consolidated public sector's
fiscal deficit (6.4% of GDP in 1984 and an estimated 5.8% of GDP in 1985)
is the result of a confluence of external and internal facters.
Externally, reduced trade levels and declining production have eroded the
yield of international trade and income taxes. Intermally, the deficit
has heen fed by growing expenditures asscciated with the war and a tax
structure which is fraught with distortions, relies too heavily on
international trade for revenues, and is implemented with archaic methods
of revenue collection which encourage and facilitate tax evasion. In
recognition of these problems, the GOES annownced, as part of its 1986
Bconomic Program, a plan to reform the current tax system into a more
equitable system which would improve the administrative mechanics in tax
collection, as well as serve as an incentive to promote investment in
areas of comparative advantage and rely less on international trade for
revenues.

In response to the GOES expressed commitment to fiscal reform and
specific request for assistance, AID is in the process of contracting TA
to be provided to the GOES during the second quarter of CY 1986. The
PD&S SDA (519-0177) financed TA will provide the services of two highly
qualified tax administration experts to carry out a Tax Administration
Survey. The Survey will be a pre-feasibility analysis of the GOES
Ministry of Finance's tax administration system. Specifically, the
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analysis will review mumerous aspects related to the overall tax
compliance problem. These include: organization of the administration
agency; receipt of tax returns and related documents and processing;
delinquent accounts; auditing functions; tax violations and evasions;
appeals; delinquent returns; management and physical facilities; and
management information systems and forms. The proposed project will
address a limited number of key tax administration elements requiring
immediate attention. These will be defined in the PID and PP preparation
phases based on the findings of the mid CY 1986 AID financed Survey and

subsequent specific analyses, as appropriate.
Fxtent to Which Overall ATD Policies Have Been Taken Into Account

The project conforms to amd supports NBCCA Reoormnerdatlms on economic
stabilization, as well as AID policies on policy reform, recurrent costs
and institution Tuilding. The provision of AID resources in the form of
a grant is consistent with AID guidelines on Terms of Aid.

Beneficlaries

The principal beneficiaries will be the institutions within the GOES
(e.g., Ministry of Planning, Ministry of Finance, Treasury Ministry)
responsible for formulating economic policy and implementing fiscal
programs (i.e., tax administration)}.

Preliminary Budget

{ $QOQ_)
Technical Assistance 2,000
Training 500

Other Costs/Commodities 500
3,000
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NEW PROJECT
PROJECT TITLE: Reintegration of Displaced Families
PROJECT NUMBER: 519-0325
PROJECT FUNDING: FY 1987: 10,000 (G)

($000) FY 1988: 30,000 (G)

FY 1989: 5,000 (G)

TOTAL LOP: 45,000 (G)

($000)
PACD: 9/30/91

FUNCTIONAL: ACCOUNT: ESF, SDA

Pelationship to Goals, (bijectives and Performance Indicators

AID's medium to long-term cbiectives with regard to the displaced is to
help the GOFS reintegrate the displaced populaticn into the economy.
This project will assist the GOES to re-establish displaced families in
their criginal or new locations, or permanently establish them in their
existing locaticns, thus reducing the need for emergency humanitarian
assistance.

Major Development Problem Being Addressed

The rmumber ©f displaced persons rose from 25,000 in 1980 to about 525,000
{11% of the population) in 1985 as people fled the war zones. As the
GOES lacks the resources to meet the basic needs of these people, AID has
provided emergency humanitarian assistance in the form of food,
preventive and curative health care, and employment. The GOES is in the
process of forming a formal national commission responsgible for the
establishment of policies and programs for the displaced, and has yet to
define the policy and cperational mechanisms necessary to accelerate the
long-term reintegration of displaced persons into the social and economic
structure of the country. Under the ongoing Health and Jobs for
Displaced Families (519-0281), AID is working with the GOES to develop
the plans ard programs to carry out this reintegration. This proposed
Project will serve to encourage the GOES to adopt adequate policies ard
to accelerate its efforts to deal with the displaced population.

Project Components, Activities, and Implementing Organization

The purpose of the project is to assist the GCES in reintegrating
displaced families into the normal economic life and social structure of
El Salvador. Tt will focus on the more than 40,000 displaced persons in
settlements, primarily in urban marginal areas. The beneficiaries will
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be assisted to resettle, should they so desire, or settle in their host
commmities. In addition, efforts will be made to encourage
self-employment through skills training, access to credit, and the
provision of technical assistance in establishing micro-businesses.
Lastly, a mechanism will be established to assist displaced persons in
acquiring tenure to land.

A means of achieving the project's dbjectives will be the develocpment of
a larnd hank to finance lard purchases by displaced families. Low-cost
housing options will be developed for displaced families, both to upgrade
the shelter situation in existing settlements and for those individuals
who choose to resettle. At all sites where the displaced relocate,
{(e.g., Phase I farms, marginal or new communities), the demand on
existing services will have to addressed. Potable water systems, sewage
systems, drainage, garbage disposal, access roads ard sidewalks will have
to be constructed. Past experience umder the jobs component of the
current project has proven that displaced labor is capable of building
and maintaining these services.

The principal implementing agency will be the GOES Ministry of the
Interior, assisted by local ard U.S. private voluntary agencies. A
safety ret of primary health services and same food distribution will be
continued under the project, although the levels will decline as the
GOES' service system starts to pick up in these areas. The project will
also attempt to coordinate resettlement efforts with the Naticnal Plan.

Extent to Which Overall AID Policieszs Have Been Taken Into Account

The project conforms to and supports NBCCA Recommendations on economic
recovery, as well as AID policies on recurrent costs, urban development,
health assistance, nutrition, food and agricultural development, local
organizations in develo;ment and domestic water and sanitation. The
provision of AID resources in the form of a grant is consistant with AID
quidelines on Terms of Aid. :

Beneficiaries

The direct beneficiaries will be the approximately 40,000 displaced
persons living in settlements, although non-registered digplaced families
will also benefit from the project’s activities.

Premilinary Budget

($000)
Land Bank 12,000
Sites Upgrading 4,000
Housing 15,000
Training/Credit for Employment 8,000
Health and Mutrition Services 5,000

Project Administration 1,000
' R 45,000
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PROJECT PAPER AMENDMENT

PROJECT TITLE: Salvadoran Demographic Association
PROJECT NUMPER: 519-0275
PROJECT FUNDING: Current: 5,353 (GQ)

($000) Proposed Increase:

FY 1987: 2,000 (G}
FY 1988: 1,000 (G)

TOTAL IOP: 8,353 (G)
($000) '
PACD: 09/30/89

FUNCI'TONAL ACCCUNT: PN

Relationship to Goals Cbjectives and Performance Indicators

The overall AID strategy with respect to population cites as its basic
principles "freedom of choice" and "informed consent." USAID's specific
cbjectives in the health sector are to reduce the population growth rate
by a decrease in the crude birth rate. This is to be accomplished by an
increase in contraceptive prevalence and in couple years of protection.
This project and its propcosed Amendment support these objectives. The
overall parpose of the project is to improve the quality and expand the
availability of services through the various health agencies providing
voluntary family plamning services throughout the country. Major thrusts
of the project have been: the provision of information, education, and
communication to enable family planning acceptors to be more
knowledgeable of existing services, contraceptive methods and social
marketing mechanisms; and the increased acceptability/affordability of
contraceptives.

Major Development Problem Being Addressed

Fl Salvador is the most densely populated country in continental Latin
America with an estimated 547 irhabitants per square mile. The natural
growth rate has declined only slightly in the past decade. In spite of
the outmigration during the past five years resulting from the internal
conflict, the crude birth rate continues to be high (i.e., 37 births per
1,000 population). If this situation is left unchecked it will produce
serious long-~term problems for the country. :
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Project Amendment Components, Activities and Implementing Organization

The purpose of the project is to improve family planning delivery
services by Salvadoran private sector profit and non-profit agencies in
collaboration with various local indigenous organizations (i.e., labor
unions, private medical doctors, pharmacies, small stores, women's
groups, small philanthropic foundations).

Throuch the use of innovative programs with labor unions, women's groups,
and the Salvadoran private health care sector, the Salvadoran Demographic
Association (SDA) will increase contraceptive coverage while reducing its
costs to deliver services. The proposed Amendment to extend the. project
will support activities in the areas of: information, education and
commnication; management improvement; technical assistance; evaluation
ard research; commercial and social marketing: and cost-effective
clinical systems.

Beneficiaries

SDA will increase its contraceptive coverage from 100,000 couple years of
protection in 1988 to 150,000 in 1993, It is also expected to reduce the
cost per coxuple year of protection from $15 in 1988 to $5 in 1993.

Additional Budget

($000)

a) Information, Fducation, 600
Commmication

b) Management Improvement : 400
¢) Technical Assistance 600
d) Evaluation and Research 200
e} Social Marketing 600
f) Cost—effective Clinical Systems 600

Total : ‘ 3,000

-



-103-

NEW PROJECT
PROJECT TITLE: Training for Private Sectcor Development
PROJECT NUMBER: 519-0315
PROJECT FUNDING: FY 1987: ~ 5,000 (G)
($000) Fy 1987: 10,000 (G)
TOTAL LOP: 15,000 (G)
($000)
PACD: 09/30/92

FUNCTIONAL ACCOUNT: ED

e: To establish the institutional base to assist economic recovery
ard extend the benefits of growth by strengthening human resource skills
which are needed for Salvadoran private sector development.

Project Description: El Salvador needs to re-establish long-term
ecoromic growth throuwgh the reorientation of its economy from its present
import. substitution mode to cne in which the productive sectors
contribute to export-led growth., Besides diversification of production,
the new mode must incorporate the participation of a relatively large
labor force, which at present does not possess adequate skills and which
has large mumbers of unemployed or underemployed. The upgrading of the
human resource base is a necessary part of this development strategy.
Private enterprises, especially those which can have a positive impact on
productivity, labor-intensive production and exports, need to react with
the timeliness, energy and innovation required to assure long-term,
economic growth.

The proposed project will respond to existing and future skills
development requirements. Identification of priority skills categories
to be developed or upgraded at the worker, technical or managerial levels
will be done on the basis of a Training Needs Assessment to be carried
out in the latter part of CY 1986. The Assessment will also evaluate the
existing capabilities of local training institutions to be utilized by
the new project in meeting the priority private enterprise training
demands. A private sector fourndation is currently being created by a
group of Salvadoran businessmen and industrialists interested in
providing assistance for education/training programs for the private
sector. This group will serve as an advisory group during the design
phase of the PID and PP, vhereas the foundation will be the grantee
responsible for managing the project.
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As currently envisioned, the project would provide financing to meet
immediate priority training needs, set the stage to develop longer-term
needs, and create linkages between private enterprise and training
institutions. Training programs to be furnded will emphasize practical
approaches, such as competency-based vocational/technical training and
technical or management training applicable to new production processes
and marketing strategies. Ancther aspect of the project strategy would
be to fund cost-effective in—-country training programs and U.S.
training when mot available in El Salvador. Assistance to local
training institutions, in the form of equipment and the training of
faculty/visiting instructors may also be included in the project.

Relationship of Project to AID Country Strategy: The proposed project
fully supports AID’s objectives of promoting economic recovery in El
Salvador and spreading the benefits of growth. It will directly
support ongoing and planned projects, and is responsive to the NBCCA
recommendation that education efforts, including vocational/technical
training, be increased and made more relevant to production.

Host Country and Other Donors: The IDB is expected to initiate an
activity with the Ministry of Education in FY 1986 to upgrade the
facilities and equipment of one of the post-secondary technological
institutes, as well as to build and furbish a second institute which
has recently been established. The World BRank is completing a major
loan with the Ministry of Labor to build a vocational training center
next to the Free Zcne and may provide follow—on assistance for the
center. AID will coordinate closely with these two international
donors during the design and implementation phases of the project.

Beneficiaries: Primary beneficiaries will be the training institutions
to be assisted in developing improved training programs to meet the
private sector's demard for skills, as well as several thousand
workers, technicians and managers of Salvadoran f1rms who will beneflt
from the training courses. :
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NEW PRQJECT

PROJECT TITLE: Local Government Strengthening
PROJFCT NUMBER: 519-0242
PROJECT FUNDING: FY 1987: 4,000 (G)

($000) FY 1988: 6,000 (G)
TOTAL LOP: 10,000

($000)
PACD: 9/30/89

FUNCTIONAL ACOOUNT: SDA

Purpose: To assist El Salvador develop and establish systems for
strengthening the authority, capacity and organization of its
democratically elected local governments.

Project Description: Fl Salvador's new 19R3 Constitution envisions a
larger role for the 262 local governments in the country's eveolving
democratic socio~political order. Moreover, in El Salvador there is a
consensus forming that the new Salvadoran democracy requires a greater
degree of grass-roots participation in socio-economic decision making and
greater incentives, opportunities and motivation for self-help,
self-management and self-governance at the local level. The above runs
counter to the fact that Salvadoran local governments have been weakened
by a half-century of centralizing actions that transferred revenes and
authority fumctions to naticnal ministries and autonomous institutions,
and subjected local authorities to an increasingly paternalistic system
of Central Govermment oversight and ocontrol.

The driving force behind the desire to strengthen local govermment is the
strong conviction that the fledgling Salvadoran democracy will function
more effectively when decisions regarding meeting pecples' needs are made
at the local level and based on the expressed desires of the local
populace through their duly elected representatives. Moreover,
population increases in secondary cities and larger towns have made it
increasingly difficult for the current centralized system to meet the
needs of the local populace. As new areas of the country become
increasingly secure from insurgency and violence, there is a need to
reestablish local government authority and services, as these have been
key targets of the insurgency, and in the country's conflictive zones
careful oocordination will have to take place with GOES MNational Plan
efforts.
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El Salvador is still debating the institutional and legal framework of its
local government initiative; new laws are still being drafted and discussed,
among them: a new mmicipal code, a new municipal loan fund, new local revenue
sources and authorities and a new local planning law. Because of this state
of institutional flux, it is likely that initially the project will be
coordinated by the GOES Ministries of Planning and Interior. The Ministry of
Planning ig in a position to involve the broad spectrum of agencies and
ministries in a full review of municipal development options and schemes and
the Ministry of Interior has local govermment oversight responsibilities.

Once the new legal ard institutional framework are in place, responsibility
for administration and coordination of the project will be placed in a more
operational government body, either within a council or asscociation of
mmicipalities, a central agency like the Office of Regional and Municipal
Affairs in the Ministry of Interior or in a new mmicipal development
institution.

Project resources would be used to provide technical assistance, support for
planning and coordination activities involving central and mmicipal
government agencies and personnel, training for promising municipal leaders,
surveys of the programs and systems that would be incorporated into a
restructured central/mmicipal relationship, and analyses or alternative
approaches to building these systems in conjunction with development of
mmicipal financial and human resource capacities. Project resources may also
e used to help develop a GOES institution to provide research, personnel
training and technical assistance to local governments gver the longer term.

Relationship of Project to AID Country Strategy: One of AID's principal goals
is the consolidation of democratic institutions and human rights. This
project will support directly both the NBCCA recommendations and AID's goal to
strengthen demccratic institutions. The NBCCA recommended that the U.S.
undertake key initiatives to “expand economic assistance for democratic
institutions and leadership training.” The NBCCA further recommended that
“programs be established to bring leaders of such democratic institutions as
labor unions, local govermments, legislatures, to work and study in
ocounterpart U.S. organizations.”

Host Country and Other Donors: The IDB plans to authorize a $20 million loan
in 1986 to provide technical and capital assistance for municipal
development. The proposed AID project would provide technical assistance and
training to complement activities to be carried out under a Municipal
Development Fund to be capitalized by the IDB lcan.

Beneficiaries: The project's beneficiaries will be the Salvadoran citizens to
whom GOES officials will be mede more responsible under a system in which
capable local officials work for and respord to citizens in their communities.
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NEW PROJECT

PROJECT TITLE: Small Business Assistance
PROJECT NUMBER: 519-0318
PROJFCT FUNDING: FY 1987: 5,000 (G)

- ($000) FY 1988: 5,000 (G)
TOTAL LOP: 10,000 (@)

($000)

PACD: 9/30/89

FUNCTICMAL ACCOUNT: SDA

e: To increase employment and income opportunities for the lower
ard middle income segments of El Salvador's population through small
scale private businesses. The strategy for achieving this cbjective is
to provide a combination of technical assistance, training and credit
under a ccordinated umbrella of private sector support associations and
GOES institutions to maximize their impact.

Project Description: Currently there are many miblic and private efforts
designed to support small scale enterprises in El Salvador. Thouch some
of these are effective, their overall impact is mot thought to have
achieved the dhiective of maximizing the contribution of this sector
which represents more than B0 percent of the businesses registered in El
Salvador. These activities are diffused, underfunded and oftentimes
redundant. In addition, due to lack of integration they do not provide
the real range of support services required to make a full contribution
towards the viability of a small business.

The proposed project has four objectives: (1) to better integrate small
scale entrepreneurs into the local economy by providing technical
assistance, training and gquidance needed to run their operations
efficiently, (2) to provide small businesses with the financial resources
they need to start new operations and/or expand their current ones, (3)
to pramote a GOES positive rolicy and legal framework for small scale
enterprises, and (4) to strengthen the capacity of private sector
agsociations to serve the small business sector.

The project will be based on the results of a small business sector
assessment to be carried out in FY 1986. The assessment will
quantitatively and qualitatively define the Salvadoran small business
sector and will identify its opportunities, oconstraints and institutional
relationships. It will provide the basis for a strategy to use AID funds
as a catalyst to help existing Salvadoran institutions overcome
identified constraints and to take advantage of existing and future
opportunities. :
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It is expected that the project will (1) provide accounting, management
and other training, (2) strenghten small business associations to help
organize and represent the small business sector, (3) provide technical
support services to improve production processes, (4) review the legal
framework within which Salvadoran small businesses operate and promote
necessary changes, and (5) strenghten existing credit programs. The
definition of activities for each of these areas mll be based on the
findings of the assessment.

The overall impact of this project will be the increase in the mmber
of new small businesses ard the expansion of existing small scale
enterprises with the concomitant generation of income and employment.
A further benefit of the project will be a greater degree of
collaboration among the public and private institutions involved with
the small business sector.

Relaticnship of Project to AID Country Strategy: The proposed project
is consistent with AID's cbjective to promote the economic recovery of
¥l Szlvador and provide assistance to the small husiness sector, which
is largely composed of low and middle income segments of the population.

Host Country and other Donors: The project will reinforce the
Government of Fl Salvador's objective to increase the number of small
entrepreneurs. The project will complement efforts made in this area
by the Salvadoran financial system which has been instructed to set
aside 10% of its credit assistance for small businesses. Cther
international institutions such as the IDB have expressed interest in
providing resources to assist El Salvador's small business sector.
These other donor efforts will be utilized to further the cbijectives of
the proposed project, as appropriate.

Beneficiaries: The direct beneficiaries will be Salvadoran small scale
entrepreneurs, as well as approximately 20,000 lower and middle 1nc:ome
workers filling newly created job opportunities.
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NEW PRQJECT
PROJECT TITLE: ~ Public Services Restoration/Infrastructure
Rehabilitation
PROJFCT NUMBFR: 519-0320
' PROJECT FUNDING: FY 1988: 30,000 (G)
($000) FY 1989: 30,000 (G)
TOTAL 1OP: 60,000
{$000)
PACD: 9/30/90

FUNCTICNAL ACCOUNT: ESF

Purpose: To assist the Government of El Salvador (GOES) in the
restoration of essential public services and the rehahilitation of vital
infrastructure in selected areas of the country. Efforts will focus on
continuing restoration of public services as is currently being done
under Public Services Restoration (519-0279) and initiate the
rehabilitation of major governmental infrastructure that has become
inadequate due to deferred maintenance and expansicn of these systems.

Project Descripticn:  The project will support GOES efforts to continue
the restoration of public services and rehabilitation of a rmumber of
major infrastructure works essential to economic stabilization and
recovery.  The infrastructure works on which the project will focus are
those that no longer provide adequate service either because of physical
deterioration or because the system capacity is no lornger sufficient to
meet current demand. In either case, the prcoblem is due to insufficient
resources in the GOES to adequately maintain infrastructure and to invest
in the expansion required by a growing and, increasingly, urban
population. In areas where infrastructure replacement may not be
feasible, the project will continue to repair electrical, water and other
public services systems.

Since 1982, AID assistance in infrastructure has focused almost
exclusively on the emergency, stop—gap measures needed to keep systems
operational in the face of sabotage and in those modest public works
projects that could be carried out through employment generation
programs. Although Public Services Restoraticn (519-0279) and locally
currency efforts contribute significantly to meeting short-term
infrastructure requirements, there is a growing need for rehabilitation
efforts that go beyord the scope of these programs. Increasingly, the
GOES has been unable to meet funding requirements for long-term repair or
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uypgrading of public works. FExamples of problem areas include expansion
of the San Salvador water system that has been cutstripped by population
growth and refugee influx, repairs to major highways to halt
deterioration and avoid significantly higher reconstruction costs, and
electrical system repairs and expansion of fuel storage capacity.
Emergency, stop-gap measures will continue to e financed by the project
in the lesser secure areas, where infrastructure replacement is not
feasible at this time.

A prime example of the consequence of deferring maintenance due to
insufficient budgets is the situation with the highway system. As
potholes go without repair for extended periods, the road base rapidly
degrades due to penetration of water. The cost of repairs rises very
quickly as the requirements change from patching of surface pavement to
the reconstruction of the road base. Similarly, the Electric Buthority
(CEL) has effectad hundreds of temporary repairs to steel electric line
towers using wooden utility poles but has deferred more substantial
rehabilitation. However, as more and more towers are substituted by the
weaker wooden poles, the lines become more vulnerable to storm damage and
spontaneous failure. Reconstruction of towers at key locations is
necessary to ensure reliable electrical power in many areas of the
country. In addition, CEL's nearly continuous use of thermal power
plants has created a high demand for bunker and diesel fuels. Additional
storage tanks have not been built due to insufficient GOES resources.

Other governmental infrastructure works that play a key role in the
economy and that have deteriorated due to insufficient budget rescurces
include major maritime, airport and customs facilities. The extent to
which these facilities are unable to handle the flow of gocds into and
out of the country is an impediment to the economic recovery arnd,
egspecially, to the growth of export-oriented industry. The Ministry of
Finance has proposed the construction of additional warehouse space at
major entry points in order to facilitate customs clearance and secure
storage of goods and raw materials imported by the private sector. The
financing for such a project is not currently available from GOES
resources. '

AID estimates that the capital requirements for rehabilitation of even a
minimal mmber of key infrastructure works is in excess of $50 million.
However, in order to begin to address rehabilitation needs and to prevent
further detericration of selected infrastructure, an initial funding
level of $30 million is proposed ($15 million to continue public services
repairs and restoration and $15 million for rehabilitation and
replacement of infrastructure).

Relationship of Proidect to AID Country Strategy: This project is
consistent with and supportive of AID's strategy for economic
stabilization and recovery.
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Host Country and Other Donors: The GOES will contribute significant
resources to support this project. Activities funded by the IDB, such as
the reconstruction of the Puente de Oro, will complement the proposed
project's highway rehabilitation efforts.

Beneficiaries: Beneficiaries will be broadly spread throughout the

economy as benefits accrue to transportation, industrial and commercial
sectors.
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NEW PROQJECT
PROJECT TITLE: Industrial Parks and Infrastructure
PROJECT NUMBER: 519-0323
PROJECT FUNDING: FY 1988: 5,000 (L)
($000) 1,000 (G)
FY 1989: 5,000 (L)
1,000 (G)
Total LOP: ' 10,000 (L)
(%000} 2,000 (G)
PACD: 09/30/92

FUNCTIOMAL ACCOUNT: ESF

Relationship to Geoals, Objectives and Performance Indicators

The Mission's strateqgy objectives for econcmic recovery are to assist
Salvadoran public and private sector efforts to increase employment,
income, and foreign exchange generation, thereby demonstrating the
benefits to be cbtained by democratic efforts and the fres enterprise
system.  The proposed project complements the Mission's ongoing
Industrial Stabilization and Recovery (519-0287), which provides export
promotion assistance to the private sector for joint venture and
investment opportunities, as well as assistance to the GOFS' Ministry of
Foreign Trade to promote Free Trade Zones and upgrade the existing San
Rartolo Free Zone. It is consistent with the NBCCA obijectives tos
increase industrial production, strengthen the private sector, promote
exports, expand and improve infrastructure, and increase employment.
Project cbijectives and activities are fully consistent with the Mission's
continuing dialogue with the Salvadoran public and private sectors on
economic reactivation efforts.

Major Development Problem Being Addressed

El Salvador's economy, like those of other Central American countries,
currently faces the need to convert its gconomy from the import
substitution model of the 1970's to an economy based on export-led
growth. This need is key to solving two of El Salvador's most pressing
development problems: the generaticn of employment opportunities for a
population growing at just under 2.8% anmially, and the earning of
foreign exchange required to pay intermaticnal creditors and support its
economic development. '

Improvement of the economy requires the existance of infrastructure
conducive to attracting new investment. In El Salvador, the continuing .
internal conflict has resulted in sericusly damaged infrastructure and
has curtailed new industrial construction. The GOES' current priorities
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do mot include any formal plans for infrastructural expenditures which
directly support private sector industrial development. As a result, El
Salvador is at a competitive disadvantage with other Central American and
CBI countries in offering investors the ability to rapidly begin
operations with adequate utilities or professicnally managed,
preconstructed industrial shells. This project proposes to establish the
hasis for plammed industrial park development under professional
management, which would alleviate the costs of individually constructed
plants with redundant utility systems, as well as to facilitate quicker
development through the provision of long-term credit to support
investments in infrastructure for new industrial park areas and technical
assistance to ensure that sound engineering criteria are followed and
that development of a responsive package is secured.

Project Components, Activities, and Implementing Organizations

The purpose of the project is to increase foreign excharnge earnings and
employment opportunities. The strategy for achieving this purpose is to
develop a program of phased industrial park development and supportive
infrastructure for existing and new industrial plants so that investor
risks are reduced and new productive ventures can begin more rapidly than
on an ad hoc hasis. The implementing corganizations will be chosen from
the private sector and will coordinate directly with administrative
todies which have a role in the provision of utilities and in permitting
new industrial development. A credit intermediary will be responsible
for the administration and disbursement of a long-term investment
financing element for the construction activities. Benefiting from the
project will be those Salvadoran or venture capital companies seeking to
generate new exports in an atmosphere more conducive to international
quality requirements and the Salvadoran labor force which would not
otherwise have new job opportunities.

Fxtent to Which Overall AID Policies Have Been Taken Into Account

The project conforms to and supports AID policies on private sector
development, technology transfer, policy dialogue and institution
iilding. The provision of AID resources in the form of a loan for the
investment credit element and a grant for technical assistance is
consistent with AID Guidelines on Terms of ARid.

Preliminary Budget

($000)

Technical Assistance 2,000
Investment Credit 10,000
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NEW PRQTECT

PROJFCT TITLE: AGRIBUSINESS DEVELOPMENT
PROJECT NUMBER: 519-0327
PROJECT FUNDING: FY 1988: 10,000 (G)

{$000) FY 1989: = 10,000 {(G)
FY 1990: 10,000 (G)

TOTAL LOP: 30,000
($000) '
PACD: 9/30/91

FUNCTIONAL ACCOUNT: ARIN

Relationship to Goals, (bjectives and Performance Indicators

The Mission's assistance strategy places highest priority in the
re—establishment of economic growth with egquity. To this end, its
chjectives center on reactivating the private sector, strengthening the
base for diversified agriculture, improving transportation systems,
promoting the production and export of non-traditionmal products, and
asgisting agriculture to become a more productive, viable sector of the
economy. The NBCCA recommendations are focussed on laying the foundation
for accelerated agricultural development ard the promotion of imnovative
export-oriented joint ventures between Central American and foreign
entrepreneurs. The proposed project is fully consistent with the NBCCA
recommendations and the Mission's strategy in that it will support
private sector efforts which promote new possibilities for investment,
crop production and technology transfer.,

Major Develcpment Problem Beirxy Addressed

During the 1980-1983 period, investment for agribusiness and
agro-industrial development in Fl Salvador remained static or a result of
political, economic and social uncertainty, as well as of the war.

With the shift to a democratic government and progress made in the war,
the stagnant investment trend began to shift slightly in 1984, A few
investors began to lock for gpportunities in El Salvador's agriculture
sector. Salvadoran institutions, both private and public, initiated
programs to promcte these ventures. The MAG's Office of Rural Enterprise
Development and FUSADES started to identify potential agribusiness and
agro-industrial investors, as well as conduct feasibility studies on
particular investment projects. These activities represent initial steps
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toward linking potential investors with the owners of rural, agricultural
resources, thus acting as a catalyst to increase investment. In many
cases, however, more than a feasible project idea is needed to realize a
productive investment. On the investor's side there are risks which need
to be diminished in order to make agribusiness and agro-industrial
investment attractive. Even with reduced physical risks, rural areas
traditionally are disadvantaged in attracting investment. Location, lack
of a skilled labor force and insufficient economic infrastructure,
especially transportation, tend to steer investors away.

Project Components, Activities, and Implementing Organizations

The Mission's initial efforts in addressing its agricultural recovery
objective were in agricultural diversification under Agrarian Reform
Sector Support (519-0265). Its main success to date has been the
increase of food crop production, while export aariculture ($3 million in
1985) on Phase I farms still requires significant effort. In FY 1986,
Water Management (519-0303) has begun to specifically address the issue
of intensified production of non-traditional crops for export by making
loans and technical assistance available for irrigation ard processing
and support services. The proposed agribusiness project will
specifically support agricultural processing initiatives particularly for
non~traditional exports.

The purpcse of the new project is to increase agribusiness and
agro-industrial investment in El Salvador's rural areas. Activities
under the project will provide incentives to foreign and Salvadoran
investors interested in undertaking potentially feasible production
ventures in El Salvador. 1In the course of project development, the. types
of incentives to be provided will be determined. The incentives could
include financing for the construction of shell buildings as an
inducement to investment. The project could also make financing
available for the installation of essential physical infrastructure
(e.g., wells, electrical lines, transportation systems) once its
feasibility has been established. For agribusiness or agro-irdustrial
concerns needing specialized or trained workforces, project funds would
be made available to finance the investors' training programs.

Activities under the project would be reinforced by existing investment
credit lines, as well as the local currency financed domestic reinsurance
program to counterbalance infrastructure damage caused by querrilla
attacks. The overall effect of activities under this project would be to
create "nests” for agribusiness and agro-industrial development located
in El Salvador's rural areas. In return, investors would provide special
technology {(e.g., seed varieties, plant material, processing know-how),
technical assistance and marketing expertise. .

Extent to Which Overall AID Policies Have Been Taken Into Account

The project conforms to and support AID policies on private sector
development, policies in food and agriculture, fcod and agricultural
development and co—-financing. The provision of AID resources in the form
of a grant for technical assistance and investment credit is consistent
with AID guidelines on Terms of Aid.



Preliminary Budget

($000)
Technical Assistance 6,000
Investment Credit 21,000

Budget Support 3,000
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NFW PROJECT
PROJECT TITLF: Potable Water/Environmental Sanitation
PROJECT NUMBER: 519-0324
PROJECT FUNDING: FY 1988: 7,000 {(G)

($000) FY 1989: 7,000 (G)

FY 1990: 6,000 (G)

TOTAL LOP: 20,000 (G)

($000)
PACD: 9/30/91

FUNCTIONAL ACCOUNT: HE

Relationshi» to Goals, Cbjectives and Performance Indicators

The project will complement the FY 1987 Reintegration of Displaced
Families (519-0325) and will directly support the displaced persons
program by introducing safe water supplies both in displaced persons
camps and areas of relccation, and by supporting consolidation of the
agrarian reform by installing wells and handpumps on Phase I
cooperatives. The general oblective of improving health standards would
e supported Yy increasing the quantity and quality of water in urban and
rural areas throughout the country.

Major Development Problem Being Addressed |

The need for safe water for all daily household uses in urban and rural
areas is a critical problem, particularly acute in areas that lack

. electricity sources for large water systems or that will not have access
to larger water systems in the immediate future. The inaccessibility to
water is one of the main contributors to health diseases in Fl Salvador
including diarrhea, which remains the major cause of death with 60% of
these amoryy children. under five.

Project Components Activities, and lmplementing Organization

The project will provide TA to agencies administering domestic water
programs (i.e., Ministry of Health, Plansabar, ANDA). The TA would
concentrate on removing the existing backlog of water projects already
requested from these agencies, A team of five to six engineers would
review proposals for technical feasibility, help prepare specifications
and other information needed for bids, and then help agencies select the
most feasible projects and solicit bids. This capability is currently.
lacking in these GOES entities.
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The project would also include a well-drilling and handpump program which
would finance contracts with local well-drillers to both drill wells ard
install handpumps. Well drilling would affect up to 200 comumnities a
year, with one to four handpumps being placed in a commmity. A small,
independent office would be established to liaise between GOES and AID,
as well as to coordinate project activities with private contractors.
Contractors would provide training on equipment maintenance and repair,
while project resources would finance necessary spare parts. The project
would also support a regional/departmental level water works repair
facility to effect repairs in communities which lack the capacity to
finance needed services. This repair program would include a technical
assistance component and would cocordinate community-level interventions
with Ministry of Health employees that would verify weter quality and
address major sanitary problems.

Extent to wWhich Overall AID Policies Have Been Taken Into Account

This project complements AID policies on domestic water and sanitation,
health, institutional development, recurrent costs and local
organizations in development. The provision of AID resources in the form
of a grant for TA, training and commodities is consistant with AID
quidelines on Terms of Aid.

Preliminary Budget ($000)
Technical Assgistance 6,000
Training 1,000
Handpumps/Commodities/Vehicles 4,000
Well Drilling Contracts 7,000
Other Costs . 2,000

20,000
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PROTECT AMENTMENT

PRQIFCT TITLE: Fducation System Revitalization
PROJECT NUMBER: 519-0295
PROTECT FUNDING: Qurrent: 37,600

($000)

Proposed Increase:

TOTAL LOP: - 40,600 (G)
($000)
PACD: Current: 9/30/89

Proposed: 9/30/90

FUNCTIONAL ACCOUNT: EH

Relationship to Goals, (bjectives and Performance Indicators

By providing greater support for training of primary school teachers and
administrators and the establishment of school library reference materials,
the proposed Amendment will assist in the attainment of the Missions's goal of
broadening the benefits of growth and of one of the ohjectives for the
education sector (i.e., to improve educational opportunities). The project,
initiated in FY 1985, is designed to implement a phased plan to: increase
access to primary school services through oconstruction of new classrooms;
reconstruct or repair existing schools; provide school didactic materials,
textbooks, teacher guides and classroom furnishings; and establish a school
maintenance program. The Amendment will complement these activities by
assisting the GOES to improve the quality of the primary education system as
physical improvements are accomplished.

Major Development Problem Being Addressed

The civil conflict in Fl Salvador has ‘caused the closure of over 2,000
schools, the abandonment of some 800 schools, and the unemployment of more
than 3,000 teachers. Over 650,000 children (40% of the primary level
school-age population) are not attending school. The education budget has
been reduced by 45% since 1978, given pressures on the public budget by the
war. Consequently, very few didactic materials have been purchased since the
conflict began and teacher and administrator in-service training has been
insignificant.
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The project is presently focused on restoring the primary school system to
pre—-conflict levels. While its emphasis is on improving the physical
infrastructure and basic textbook inventories, the project provides for
limited training of teachers in the use of new textbooks, but does not provide
for training of administrators at the central, regional and nucleo (local)
level to improve the efficiency arnd effectiveness of the system. Morecover, as
schools are reopened or improved physically, the need will exist for
complementing the textbooks with additional educational reference materials to
reinforce the teaching-learning process.

Project Camponents, Activities and Implementing Organization

The Ministry of Fducaticn (MOE) is implementing the projéct's five components:
school repair, renovation and construction; school maintenance; school
furniture, equipment and supplies; textbocks; and administration and
management. The major activities within these components will result in the
rencovation of 1,340 classrooms, the construction of 660 new classrooms, the
establishment of a system-wide maintenance program, the provisicn of 3.5
million texthooks, 76,000 desks for 152,000 students, as well as teacher
desks, chairs and classroom supplies for 3,800 classrooms.

The proposed Amendment would supplement the project's activities by financing:
the training of approximately 75 teacher trainees who, in turn, will deliver
courses and seminars to classroom staff; the training of approximately 400
nucleo directors and 10 regional directors in technical management skills
consistent with decentralization objectives; the training of central ministry
technicians, managers and decisicon makers; the purchase of mini-libraries for
schools; and the purchase of additional equipment for production of training
materiais. The MOE's Special Management Unit for the project will have the
implementation responsibility for the proposed Amendment's activities.

Extent to Which Overall AID Policies Have Been Taken Into Account

By assisting to improve the access to and quality of primary school education,
the project and its Amendment, are fully consistent with AID's policies for
the education sector and address NBCCA recommendations for develcping
educational opportumities. 'The provision of the Amendment's resources in the
form of a grant for training and equipment is consistent with AID guidelines
on Terms of Aid. ’

Amendmend Budget

($000)

Training 2,750
Faquipment 250
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Ancludes one additional USDH peos:tion sabove the FY 1986 lewel {or a
Fetuges Specialist. A USOHH position s being regusestied ralher than a US FEO
in view of the political sensitivity associated with the resettlement andsor
reloration of displaced familiss.
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B. OPERATING EXPENSE BUDGET

The operating Expense Budget projected for FY 1987 and FY 1988 includes
one additional USIH position above the FY 1986 level for a Refugee
Specialist to work on the politically sensitive program of resettling
and/or relocating displaced families. Personal Service Contracts (PSCs)
increase slightly with U.S. PSCs moving from a FY 1986 level of 6 to
levels of 8 for both FY 1987 and FY 1988; FSN PSC's increase from 68 to
72 during the same period.

USAID/El Salvador established an Operating Fxpense Trust during FY 1985
and was able to transfer some costs from appropriated dollar funds to
trust funds. As a result, the Mission was able to procure from FY 1985
budgeted dollars certain non-expendable property (NXP) items which were
criginally included in prior fiscal year budgets. This permitted the
Mission to complete its overall "catch~up" procurement originally planned
during these succesive fiscal years. Starting in FY 1987 the Mission has
reached the normal replacement cycle for all NXP categories except office
automation where add-on procurement will still be necessary. Because of
this accelerated procurement, the NXP budget for FY 1987 shows a
significant decrease from FY 1986 levels. The FY 1988 amount increases
moderately from the FY 1987 level as two sets of replacement furniture
are budgeted.

The Trust Fund has given the Mission flexibility in the management of
operating expenses and has averted a funding crisis during a time of
rapid Mission expansion., Nevertheless, reliance on the Trust Fund as the
solution to longer—-term budget prcblems could have a seriocus impact on
future operations. There was uncertainty as to vhether the GOES would
make a FY 1986 deposit to the Trust Fund. Also the timing of the deposit
was a ccncern with the Mission scrambling to obtain sufficient dollar
appropriated funds to cover all the costs of the first two guarters of
the fiscal year. Given the reluctance of the host government to sign the
the FY 1986 Trust Fund Agreement, the Mission expects timing problems
again in FY 1987 when it will be necessary for the GOES to make it next
deposit. The LAC Bureau should be aware that the time may come when the
GOES refuses te allocate rescurces to the Trust Fund.

As requested in the LAC Action Plan guidance {85 State 361467), following
are the Tudgets (by functional code) for FY 1987 arnd FY 1982 using the FY
1986 ABS Table VIII format along with procurement plans for each vear
setting forth new and replacement NXP.



1987 ACTION BIaN
TABLE VI1I - Fy 19§7

FUNC, OBJECT TRUIT
EFZINIT CATEGORY €238 CLASS TOLLATS I ToTAL "2

U.S. DIRECT HIRE u100 3902.4 66.0 3968.4
U.S. CITIZENS BASIC PAY ulol 110 2104.0 = 21046.0 . _ .7 Q.
FT/TEMP U.S. BASIC PAY yLo2 112 33,8 - 33.8 _— b
ITFERENTIAL PAY U163 11% 748.2 - 748,72 XX AKX
CTHIR AID/W FUHDED CODE 11 vics 119 32.1 - 321

CTHER MISSION FUNDED CODE 11 U105 119 0.0 - AN

EDUCATION ALLOWANCES U106 126 - 46,0 f6.,0 S
BSTIREMENT - U.S. DIRECT HIRE U7 120 203.1 = 203,71  EXKXXX
LIVING ALLOWANCES vies 128 0.0 - 0.0 EXHXTK
OTHER AID/W FUNDED CODE 12 U109 129 53.4 - 57 4 et el
OTHER MISSION FUNDED CODE 12 U110 129 41.4 - 41,4 LA-FYVN
POST ASSIGNMENT - TRAVEL u1ll 212 126.7 - 126.7 oty
POST ASSIGNMENT - FREIGHT uilz 22 348.6 ~ 348.6 _ 1o
HOME LEAVE - TRAVEL Uil3 212 35.5 - 35.5 . iy
EOME LEAVE - FREIGHT Ulls 22 41.1 - 41.1 15
EDUCATION TRAVEL Ulls 215 c.? - 2.7 %
R AND R TRAVEL Ulle 215 31.8 - 31.8 17
OTHER CODE 215 TRAVEL Uz 215 100.0 - - 100,79 20
FOREIGN NATIOMAL DIRECT HIRE U200 - . 771.9 771.9

BASIC PAY U201 114 = 599 3 509 % A& .
OVERTIHE, HOLIDAY PAY ' U202 115 - 54.0 54,0 S
ALL OTHER CODE 11 - FN U203 119 - 81.0 81.9 XIO0GL KX
ALL OTHER CODE 12 -~ FN . U204 129 - 37.6 37,06 & 9.9.09.6 1
BENEFITS FCRMER FN PERSONMEL u20s 13 - - - LXXEXCK
CONTPACT PERSONNEL U300 673.0 1204.8 1877.3

PASA TECHNICIANS ) U301l 258 0.0 0.0 0.0 0
U.S. PSC - SALARY/BENEFITS U302 113 673.0 0.0 673.0 8.0
ALL OTHER U.S. PSC COSTS y3o3 255 0.0 g.0 1.0 NnoEx
P.H. P3C - SALARY/BEMEFITS U304 113 0.0 966.9 966,97 72
LLL OTHER F.N. PSC COSTS U305 255 C.0 0.0 9.0 TR A
KANPOWER CONTRACTS U306 259 0.0 237.9 237.9 35
JCC COSTS PAID BY AID/W u3e? 113 0.0 0.0 0.0 _.0
EOUSING U400 54.4 863.9 918.3

KEZSIDENTIAL RENT U401 . 235 0.0 S38.0 3280 % B
PZSIDENTIAL UTILITIES U402 235 L.0 Lb_A AE_4 XX
MAINTENANCE AND RENOVATION U403 259 0.0 29 3% 79 % YEXXXXX
GUARTERS ALLOWANCES U404 127 0.0 n.0 0.0 n.0
RESIDENTIAL FURNTTURE/EQUIP. Us0s 311 25.6 2.7 . __28.3 YXONXNX
TRANS./FREIGHT - CODE 311 U406 22 25.1 0.0 25.1 XLAKXXX
SICURITY GUARD SERVICES Us0? 254 0.0 177.3 127.3 XXAXXAX
CFFICIAL RESICENCE ALLOWANCES U408 ¢ 254 1.7 0.0 1.7 XXX
EEPRESENTATICN ALLOWANCES U409 252 2.0 0.0 2.0 . XXXALX

L4
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1987 ACTION PLAN

TAR.Z vrzz - ?Y i¢s7
oot S| o
. ) -
FUNGC. O3JECT TREUST
SXDENIE CATEGORY CoDE  LCLASS DILLAZS _ ELWES TOTAL UniTs
%E OPERATIONS us00 627.3 1338.1 1965.4
22 RENT ' . U501 234 - 87.1 B7.1 LXXXXXY
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[CE FURNITURE/EQUIPMENT Uso4 310 97.7 19.8 117.5 WIKXATEX
ICLES usos 312 49,5 - 49.5 X000
1 EQUIPHENT Us06 319 203.1 4.2 207.3 XIAKTEX
1SPORTATION/FREIGHT user 22 73.5 - 73.5 XXX
$/EQUIP/VEHICLE REPAIR/MAINT. U508 259 = 245.7 c4d.¢ KXXOTTX
UMISATIONS Us09 239 30.0 30.0 XOOCOFEX
JRITY GUARD SERVICES T U510 254 333.6 333.6 EXEXXIX
T1IG Usi1 24 1.6 1.6 X0CODX
71 OPERATIONAL TRAVEL usiz 210 0.0 0.0 0.0
{ YIS5ITS~-MISSION PERSONNEL Us13 210 0.0 30.6 30.56 293
? VISITS-AID/W PERSONNEL Us1a 210 33.5 0.0 33.5 24
RMATION MEETINGS Us1s 210 41.0 0.0 41.0 21
1 ING ATTENDANCE ' Usie 210 31.1 g.0 31. 12
TRCHCE ATTENDANCE Us1? 210 32.1 0.0 32.1 19
m L ESRATIONAL TRAVEL usis 210 7.0 0.0 1.0 ]
T3 AND MATERIALS Us19 26 48.0 167.0 215.0 KR X
_ U520 257 0.0 240.0 240.0 XL
") {ING SVCS. - CONTRACTS . US21  25% 0.0 0.0 0.0 XXX
L I5GF, SVES. - CONTRACTS Us22 259 0.0 u.0o J.0  xyywo
;. 3IUDIES/ANALYSES CONT. U523 259 0.0 0.0 0.0 LIRILXL
2THER CODE 25 ‘ Us24 259 16.8 115.2 132.0 XTI
~_ BUDGET 5257.1 4244 ,7 9501.8  XIOX
TLLATION 3174.1 - 3174.1 WA,
+7ING BUDGET REQUIREMENTS 2083,0 4244.7 6327.7 XYL
umwnzm:s U600 32 0.0 J.0 0.0 X5 0¥ X
LOWANCE REQUIREFE‘ETS Uooo 2.0 0.0 8.0 XK
ARS REQUIRED FOR LOCAL CURRENCY EXPENSES -0-
(ANGE RATE USED (MARCH 31, 1685) N/A
%1 Wage Inerease - FY 1986 to FY 1987 ___20% for FSN only
mated Price Increase - FY 1984 to FY 1987 __2(} A
2
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PROCUREMENT PLANS FOR
REPLACEMENT AND NEW
NON-EXPANCABLE PROPERTY
FISCAL YEAR
1987



U-405

U-504

A
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RESTIDENTIAL FURNITURE AND EQUIPMENT

A) Replacement

Item No. of Units $ Unit Cost "Total $ Total ¢
Refrigerator 6 600. 3,600.
Dryers 14 370. 5,18C.
Freezers 5 550. 2,750.
Washer 8 490, 3,920.
15,450,
B) New Procurement
Ttem No. of © its § Unit Cost Total § Total ¢
Freezers 3 550. 1,650.
Washers 2 490, 980.
Dryers s 370. 1,850.
Patio Furnt. 12 300. 3,600.
Gas Stove 10 650. 6,500,
Contingencies 2,020, 7.000.
$10,100. #13,500.
QFFICE FURNITURE AND BEQUIPMENT
A) Replacement
JTtem No. of Units Unit Cost Total § Total ¢
Chnt.Flng. (5} 10 ¢ 750. 7,500.
Time Record. 2 $ 500. 1,000.
Desk Exect. "A" 12 ¢ 1,200, 14,000,
Calculator 8 $  160. 1,280.
Desk, Exect. 10 ¢ 1,000, 10,000,
Chair, Exect. 10 $ 180. 1,800.
Copying Mach. 2 $ 6,500, 13,000. o
$17,080. ¢31,900.
B) New Procurament
Item No. of Units Unit Cost Total § Total ¢
Chair, Side 75 $  205. $15,375.
Chair, Exect. 10 $ 340. 3,400,
Sofa 25 $  310. 7,750,
Chair, Eassy 40 § 275, 11,000.
Table, Coffee 25 $ 175. 4,375,
Table, End 25 $ 95, 2,375.
Calculator 30 S 150. 4,500,
Typewriters 20 $ 1,000. 20,000.
Cont. Firng., ({5) 25 z 650. : ¢16,250.
Desk, Sec. 15 ¢ 950, ¢l4,250.
Cbnt.Flng. (2) 20 ¢ 400, ¢ 8,000.



U-505

U-506
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Item No. of Units Unit Cost Total § Total ¢
Desk, Exect. Z 750. ¢ 3,750.
Credenza 5 ¢ BQO, 4,000.
Copying Mach. 1 $ 6,500, 6,500.
Dispenser, Wat. 2 ¢ 2,000, 4,000,
Table, Typing i5 ¢ 180. 2,700.
Lamp, Desk 20 ¢ 200. 4,000.
Clocks 10 $ 30. 300.
Contingencies o 5,000. 10,000.

$ 97,655 ¢66,550.
VEHICLES
A} Replacement
Item No. >f Units Unit Cost Total $ Total ¢
3 $ 16,500. $ 49,500,
OTHER EQUIPMENT
A) Replacement
Item No. of Units Unit Cost Total $§ Total ¢
ter
4230 VS/WS 20 $ 2,470. $ 49,400.
/0S8 S8 Printer 10 3,250. 32,500,
2209V9 Track
Tage Dr. 1 8,450. 8,450.
22V47-16A Serial I0P 3 4,000. 12,000C.
22V05-2 Tape IOP 1 2,275, 2,275,
UJ-3173 Memory
Up Grade 1 7,800. 7,800.
A/C 2 350, 700.
51.13,125.
B) New Procurement '
Ttem No. of Units Unit Cost Total § Total ¢
Ladder 30 ¢ 350. 10,500.
Gas Lamp 30 ¢ 250, 10,500.
Radic HN~56 10 $ 2,000. 2,000,
Radio YAESU 30 s 375. 11,250,
MC~76 6 $ 4,000. 24,000,
First Aid Kit 3| $ 105. 5,250.
Mower Lawn 40 ¢ 506. 20,0C0.
Repeater 1 S 4,000. 4,000.
Contingencies 16,500,
“ASC 20 350. 7,000,
$20%,125, #21,000.
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LIRECT HIRE

. CITIZENS BASIC PAY
/TEMP U.S. BASIC PAY
FEIRENTIAL PAY

{ZR Al1D/W FUNDED CODE 11
ZER HISSION FUNDED CODE 11
JCATION ALLOWANCES
TIREMENT - U.S. DIRECT HIRE
IING ALLOWANCES

iR AID/W FUNDED CODE 12
i£R MISSION FUNDED CODE 12
T ASSIGNMENT - TRAVEL

'T ASSIGNMENT ~ FREIGKT

7 LEAVE - TRAVEL

[E LEAVE - FREIGHT

ICATION TRAVEL

XD R TRAVEL

'ER CODE 215 TRAVEL

% N LK

EICH NATIONAL DIRECT HIRE
. PAY

STIME, HOLIDAY PAY

STHER COQDE 11 - FN

. OTHER CODE 12 - FN
EFITS FORMER FN PERSOUHEL

. TECHHNICIANS

PSC - SALARY/BENEFITS
CTHER U.S. PSC COSTS
. PSC - SALARY/BENEFITS
DTHER F.¥, PSC COSTS
SYJER CONTRACTS

29578 PAID BY AID/W

SING

IDENTIAL RENT

IOTNTIAL UTILITIES
TENANCE AND RENOQVATION
"TZRS ALLOWANCES

“HINTIAL FURNITURE/EQUIP,
1. /FREIGHT -~ CODE 311
JRITY GUARD SERVICES

{CIAL FESIDENCE ALLCWANCES
RESENTATION ALLOWANCES

BEST AVAILABLE

L4 -
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1587 ACTION PLAN

FUNC. GRJ=CT TRGST

€58 CLASS DELLATS _ Fuunss ~OTAL Ut

Ul00 4276.6 72.6 4349.2 -
ulol 110 2314 .4 - 2314.4 37.0

U102 112 37,1 - 7.1 1.7

U103 116 823.0 - 823.9 FXNAKAL
Ulo4 119 35.3 - 35,3 YXEXTX
v1es 119 - - - FREXXEX
U106 126 - 72.6 72.6 30 -
U107 120 223.4 - 223.4 YXXXEEX
uiog 128 - - 0.0 XnoX
U109 129 52.9 - SR2.9 p20.9995 4
U110 129 45,5 - 45,5 XXAXKXX
Ulll 212 132, 7 - 132.7 18

vllz 22 362.3 - 362.3 1B -
Uil3 212 35.6 - 35.6 18

Gll4 22 432 .6 - 43 .4 18

Ulls 215 3.0 3.0 2

Ulle 215 41.8 - 41.8 20

Ullz 215 120,40 - 120.9 20

U200 . - 926.3 226.3

U201 114 - 219,272 719.2 LB

u202 115 - 848 &4 8 5

U203 119 _97.2 Q7.2 XK

U204 129 = 45,1 45.1 TIEXXEX
u205 13 = - -~ XXX -
U300 720.0 1486.6 2206.6

U3iol 258 0.0 0.0 0.0

U302 113 720.0 0.0 720.0 8.0

U3p3 255 0.0 0.0 0.0 FAF IR
U304 113 0.0 1160.3 1160.3. 72 -
U30s 255 0.0 0.C 0.0 EXCRXAX
U3os 259 0.0 226.3 326.3 20

U307 113 0.0 0.0 0.0

U400 94.3 953.8 1048.1

Ua01l 235 - 564.9 564.9 -
U402 235 - 79.9 79.9 YATNXX
U403 259 - 5.2 95.2 XXX
UAG4A 127 0.0 2.0 J.30 -

U405 311 67.6 1.0 63.0 LYK
Uaos 22 23.0 - 23,0 FELXTTXX
Us0r 254 - 212.8 212.8 XY¥EINX -
Us08 ¢ 254 1.7 - 1.7 YEXTICEX,
U409 252 2.0 - 2.0 WA XAIIK


Scanner6
BEST AVAILABLE


EXFTNCZ CATZGORY

CRPERATIONS

RENT

UTILITIES

'ILDING MATNT./REHOVAT1ON
'FICE FURKITURE/EQUIPMENT
HICLES

'HER EQUIPMENT
AHNSPORTATICH/FREIGHT

ey +ny frag
[ B Lt}
O 0Olo
(ORI |

IRN/EQUIP/YEHICLE REPAIR/HMAINT.

MMUNICATIONS

‘CURITY GUARD SERVICES
YINTING

:G/11 OPERATIONAL TRAVEL
TE VISITS-MISSION PERSONNEL
TE VISITS-AID/W PERSONLEL
IFORMATION MEZETINGS

ATNING ATTENDANCE
JNFERENCE ATTENDANCE

'HER OPERATIONAL TRAVEL
JPPLIES AND MATERIALS

\AS

JHSULTING SVCS. - CONTRACTS
3T./PROF. SVCS. -~ CONTRACTS
PEC. STUDIES/ANALYSES CONT.
L. OTHER COCE 25

OTAL O.E. BUDGET
ECONCILTATION

PERATING EDGET REGUIREMENTS
36C REQUIREMENTS

OTAL ALLOWANCE REQUIREMENTS
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1987 ACTION PLAN
TOUDLD VIZI - EY 13-% :
(continu=z=d) )

FUNC. OBJECT TRUET
COCEZ CLASS DOLLARS FIINDS TOTAL UNITS
U500 623.8 1574.2 2198.0 _
Usol 234 - 21,4 21.4 EXE XX
Uso2 234 - 26 .4 24 .4 YXEXT (
Uso3 259 - 51.6 51.6 TOXOL
Usos 310 48,0 12.3 60.3 XTI L
Usos - 312 54,5 - 54,5 KAV
Usos 319 216.8 1.7 218.5  EXXX0X
usor 22 . 73.4 - 73.4 FXINFX
U508 259 - 294 .2 2962 TAY XXX,
Usog 230 - 36.0 36.0  XXOUTYS
Us510 254 - 400.3 400.3 XXCFo Y
Us11 24 - 2.0 2.0 XX 000N
us12 210 - - 0.0 T
ysi3 210 0.0 33.7 33.7 290
U514 210 36.8 - -34.8 25
US15 210 45.1 - 45,1 20
ysls 210 340 - <4 2 1z
U517 210 35,3 - © 35,3 20
usig 210 2,0 - ' 2.0 —t
Usi9 26 57.6 200,64 258.0 X RLA
Us20 257 - 288.0 . 288.0 XAXIOL
us2l 259 - - - XXXRIAL
Us22 259 - - - KXYXXTX
Us23 259 - - - XEEKXFL
U524 259 20.1 138,72 158.3 XXALT

5714.7 5013.5 10728.2 TEXXOX

34921 - 3692.1 XXXIXAX

2222.6 5013.5 7236.1 XXX T
Us00 32 - - - THXIKTX
Uogo = = = FXAXITL

OLLARS REQUIRED FOR LOCAL CURRENCY EXPENSES
KCHANGE RATE USED (MARCH 31, 1985)

stimated Wage Increase - FY 1987 to FY 1988
stimated Price Increase - FY 1987 to FY 1988

-Q-
N7A

20% FOR FSN's

20
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PROC  _MENT PLANS FOR
REPLACEMENT AND NEW
NON-EXPANDABLE PROPERTY
FISCAL YEAR
1988

N RSt 1)) U TI IO
i Wi&*%ﬁw; Mithilw -
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O
U-405 RESIDEMTTIAL FURNT -E AlLD EQUIPMENT

A) Replacement

Item :‘}J_L >f Units $ Unit Cost Total $ Total ¢
Refrigerator 3 660. 1,980,
Freezer 1 605, 605,
Range 5 500. 2,500.
B) New Procurement
Item No. of Units $ Unit Cost Total § Total ¢
Refrigerator 5 660. 3,300.
Freezer 5 605. 3,025,
Range 5 500. 2,509.
Washer g 539. 2,695.
Dryer 5 407. 2,035,
Furn. Set 3 15,000. 45,000.
Patio Set 3 500. 1,500.
Gas Stove 5 ¢ 750. 3,750.
Contingencies 2,445, 1,000,
Total $67,585 ¢ 4,750,

U-304 CFFICE FURNITURE AND EQUIPMENT

A) Replacement

Ttem No. of Units § Unit Cost Total § Total ¢
Cbnt. Flng. (5) 10 ¢ 865, 8,650,
B) New Procurement

Item No. of Units $ Unit Cost Total $ Total ¢
Chair Side 30 205. 6,150.

Chair Exect. 10 390. 3,900,

Chair Eassy 20 , 315. 6,300.

Chair Secret. 10 ' 200. 2,000.

Sofa 10 350, 3,500.

Table, Coffee 10 200. 2,500,

Table, End 20 110. 2,200.

Calculator 15 170. 2,550.

Typewriter 10 1,150. 11,500.

Cbnt. Flng. (5) 10 ¢ 750. 7,500.

Cont. Flng. (2) 15 ¢ 470. 7,050.

Desk, Exect. 10 @ £65. 8,650.

Desk, Sect. 10 ¢ 1,100, . 11,000.

Credenza 10 ¢ 800, 8,000.

Table, Typing 10 ¢  200. 2,000.

Contingencies 10 7,900, 8,800,
Total S 48,500, € 53,000.



-132 - .
(“'q
U-305 VEHICLES
A) Replacement
Item No. of Units § Unit Cost Total § Total ¢
3 18,150. 54,450.
U-506 QTHER BOUIPMENT
A) Replacement
Item No. of Units §$ Unit Cost Total § Total ¢
a/C 1 3gs. 385,
MC-76 5 4,500. 22,500.
3 16,500. 49,500,
*Canputer
4230 VS/WS 20 2,470, 49,4C0.
W/0S SS Printer 10 3,250, 32,560,
2209V9 Track
Tape Dr. 1 8,450. 8,450.
22Vv47-16A
Serial I0P 3 4,000, 12,000.
22Vv05-2
Tape IOP 1 2,275. 2,275.
UJ-3173 Memory
Up Grade : 1 7.800. 7,800.
' Total $184,810.
* Doesn't include camputer equipment.
B) New Procurement
Item No., of Units $ Unit Cost Total § Total ¢
Ladder 10 ¢ 435, 4,350.
Gas Lamp 1o ¢ 435, 4,350.
Radio HN-56 3 $ 2,000, 6,000.
Radio YAESU 10 S 415, 4,150.
MC-76 _ 3 S 4,500. 13,500,
First Aid Kit 10 $ 150. 1,500.
Mower Lawn 5 $  5%50. 2,750,
Contingencies 4,100,
Total $216,810. ¢ 8,700.

A

FY - L9+
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C. STOCKTAKING
1. Overview

In the FY 1986-FY 1987 Action Plan, the Mission began to move the focus
of the program from stabilization activities to longer—term
socio~economic development activities. This process will continue in the
current Action Plan pericd and the Evaluation Plan reflects the Mission's
strateqy of examining each program in relation to the long-term goals and
ohjectives set forth in the Jackson Plan.

During the remainder of FY 1986, the Mission will be conducting a number
of assessments and broad-scoped evaluations aimed at measuring
achievement of program and sectoral cbjectives as well as determining
future strategy. A complete list and the schedule of these activities is
described in Table VII - List of Planned Evaluations. Some of the more
important efforts include:

- Public Services Damage Assessment will provide an economic analysis
of Aamage iInflicted on public sector infrastructure, social
implications for establishing reconstruction priorities, and
recommendations for the new infrastructure rehabilitation effort. A
follow-nn assessment will address the impact of war damage on the
private sector.

- Small Scale Enterprise Sector Assessment will provide the basis for
developing a strategy to assist El Salvador's Small Business Sector
including activities to increase employment and earnings in the
sector and thus contribute to sconomic recovery.

- Private Sector Training Assessment will survey medium to long-term
private sector himan resources needs with the goal of designing a
comprehensive training program to meet labor demands, increase
employment, and boost private sector productivity.

~ Assessment of the Displaced Persons Program will focus on developirg
- strategies to reintegrate people displaced by the civil conflict into
the economy and society.

- Economic and Social Impact of the Agrarian Reform will examine the
econcmic impact on individual beneficiaries of the Agrarian Reform,
social changes brought about by Phases I and III of the reform, and
the political effect of these changes.

The Mission will be comducting twelve evaluations and assessments in FY
1987 and three in FY 1988. While many of these examine the
implementation of existing projects, all will include a component
addressing the larger questions of project impact and progress in
achieving stated goals and cbjectives. As part of the Mission's effort
to link project evaluations to broader goal and cbjective achievement,
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all projects will be assessed in relation to their success in reaching
target performance indicators developed for each program. These target
indicators have been included with each program description in Part II of
this document, as well as provided in a comprehensive display in Table
VIII.

A final area of stocktaking is the Mission's progress in accomplishing
the benchmarks listed in the previocus year's Action Plan. These can be
famd following the table of Target Performance Indicators.
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TRBLE VIT ~ LIST OF PLANNED EVALUATIONS - EL EAL-VADER

Last Evil FY 1986 FY 1987 FY 1988
frorect List Coapleted  Stard Start Te Start
Prajecl No, & Title Mo, /¥r.} (0tr.r AID/N Otr.) AID/W {Btr.) AIDAN Reasons/Issues
NzW Freyect levelopaent
S19-027% Pubtic Services 10/83 b -~ -~ - -- Damage assessaenl analysis of national economic infrastrucia-v
izaage Assesssent tn vital public services areas., Rssessaent should proecige cost/
benefit ratios, the social implications for establish' ¢« -
struction prierities and allocating resecurces, and the dirertine
of the infrastructure rehabilitation effort,
Frivate Sector Dasage - 3 - - -- ==  Follow-on stufy to Fublic Services Danage Assessment b 'r » at
Rssessment direct and irdirect eifects of damzge an the private seclor
Seali Scaie Entaeprise - 2 - - - == Sector assessment to provide the basis for devalopping a
Sector Assessaent coeprehensive strategy for assisting &1 Salvadar's Small
Ecale Enterprise {S5E} sector through fechnical assistance,
\raining, support services, and/or credit. Assessaent will
ideniify and priaritize activitiss thal zan increase eapidy
went and earnings in the SSE sector and thus coniribute {e
eLOROBIC PeCAVERY,
Frivale Sector Training - 3 - .- - == Survey of husan resources needed by private enlerprises crer
hssessaent the next 5-10 years to serve as hasis for Training for Privale
Sector Develupment (S19-0315) to be designed to meat identilied
labor needs and thus contribuie tc increased eaploysent and
ptivate sectar productivity.
New Progras Initiatives
Fotable Water - 2 - - - ~=  Prelininary assessaent of slternatives (feasibilily of toral
fAssesseent sanufacture of hand pusps, well drilling, TA for GOES wover
authorities) for an iaterssdiaie ters waler project.
Tax ddsinistration - 3 - - - -~  Fistal adeinistralion study to logk at strenglhs and wealpanr=g

e e — L ——— g -

of the Ninitry of Finance and issues such as tax compicance snd
tax returns.



Last Eval FY 1984 FY 1987 FY 1988
Project List Cospleied  Start To Start Ta Start To
Project Mo, & Title Mo, /¥r,) (8te.) AIDMW ate.d AIDAN (fte.} AIDNM Reasons/1ssues
1siing Projests
1-0273 Salvadoran /64 4 - - - - Evaluation of social sarkeling progranm which was espanded td
*rhegranhic AssoC. increase contraceptive usage in the rural areas. Evaluaticn will
be used in designing extension of present project,
sfenda Reactivation - 2 - - - —  hssessmeni of cost recovery aechanisas, cooperative training and
Activilies Th needs, and incose expansion activities (cr Phise | coops to be
carried out by Lhe Cooperaiive Housing Foundztion,
T-3271 Health Systems 7183 ] - - i - =~ End of project report and ispact issessaenl Lo aeasure grogress
Fevitslization tn health secter and provide direclion for the new Heaith Systess
Manageseni laproveaent (519-0308},
LI7° 5381l Producer - 4 - - - ~- End of project report to deternine effertiveness of Lraining
innaent pravided through the project and ta determine the etonowic
impact of ihe loans on beneficiaries.
epras Steategy
- Puginesy - 3 - - - == Assessaent of Mission strateqy.
agesaent of Displaced 2/85 3 i - - - — MAssessment of the Displ.aced Persons Progras wilh eaphasis on
rersons Frobles tdentifying and developing allernatives and stratepies for
reiptegraiing the displaced persons into the eccnomy and society.
it Stertery Assessaenl - 3 4 - - - -- Assesseent Lo determine the approoriate position of the GOES to

the CACM and to develep Mission strategy to advance ihe posilion.

- i i
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Last tval FY 1985 FY 1987 FY 1488
Projact List Cospleted  Start To Start To Start
Prozect Ho. & Title Mo /fe.} dBte.) ARDAN (Wr.)  AID/M Qte.) AID/M Reasons/lssues
Reasuresent ol Jackson
Plan Goals
Social lepact of Agrarian - 1 4 - - - - Assessment of social changes caused by Phases I & I11 +s well
Reioen a5 the pelitical effect of these changes.
Eronomic [apact of Agrarian - 3 4 - - - -=  Cosparisicn of selected pre-refors and ‘post-refors househelds fo
Keiara deteraine ecoronit impact of the agrarian refors.
— 3 4 - .- - -

CAPS-Scholarships

Eaplovaent

Follow-up of TAFS recipients Lo deleraine the progras's iep»cl on
the individuals as well as on Ltheir esploying instiluticns,

fssessaent of current eaplovaent situation (pessibly Lhrough
household surveys conducted by the 8JES 0ffice of Shalislicsi.
fssessaent will also include an ispart evalustion of Nissian's
enploysent prograss,
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B i

Last Eval £Y 198 FY 1587 FY 1988
Froject List Coapleled  Start To Start To  Start Te
Toogeet de, & Title Mo /¥r,} Rtr.} ALD/N @te.) AIDAN Rtr.) ALD/N Reasons/Issues
- trajec! Developeent
c3l Sovernsent Assessaent - - - 1 1 -~ =~ Assessaent to: detersine strengths, weaknesses, neads of
sdyoralilies; assess iepact of new munizipal code; exasine resources
available to municipalities through revenue sharing; and ihe
tole of aunicipalities in GOES cevelopasnt plans.
i.ng Projects
tegral Fia -- - - 1 3 -- - ﬂsse;snent of Mational Plan iapact and institutional rapacity of
LONARA, the Nalional Plan implasenting enlity.
ARt U] S/8% - - 2 2 - - Evalualion of AIFLD's efforts in Fostering deaccratic labor un:oas,
particulary in urban areas, through trainiag and support services.
40 daler Hanagesent - - - 2 2 - -~ Evalualicn to assess progress in increasirg agricultural
production in the refare secior threough eore productive use of
waier resources.
7-5679% Juticial Refora - - - 2 3 " == Evaluation to measure projeci success in assisling G0ES affort
: to refora the criminal justice systea as wel]l as fc identify any
necessary project component and operational changes. .
voo2 vopulation Bynaaics — - e 2 3 - -~ Evaluaiion {o seasur2 pregress in contraceptive delivery,
tegrstics, maintenance of iosedical equipaent, and foliow-up
or patients records for voluntary sterilizaticn procedures is
cospared with cureent MEFAS/ISSS menilaring system.
73 téication Systes - - - 3 3 - -- Evaluation of project progress in restering efficiency and
tiatice accessiftility of educational services t3 pre-conflict levels as
mell as success at addressing ke special educational needs of
Phase | agrarian refors beneficiaries.
§-43%5 S2ve the Children - - - 4 4 - --  Mid-lerw evalualion of project progress, particularly the
Carpintero-£] Sauce water and latrinization project.
6-3784 TrNnoserve. - - - 4 4 -~ -~ Assesssent of the institutienal efiectiveness of the project in

strengthening refors cector cooperatives and seveloping the
Salvaderan ceocperative movement.
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Last Eval FY 1986 FY 1987 FY 1988
Peoject List Cempleted  Start fo Start Ta  Starl To
Froject Na, & Title fMo./¥e,)  i@te,) AIDAN Btr.) AJDA (Br) AIDAN Reasons/Issues
S19-0287 Industrial - - - £ - - 1 Evaluation of G0ES policy and BOES anc FUSADES' inslilu..onal
Slabilszation & Recavery capacity for promoting non-tradational exporis and inv-steents.
Progran Slrategy
519-0256 Eaploysent - - - 1 2 - == Assesssant of capacity to sove {rom public sector esployaeat
Gengralion generation ta private sectar eaployeent,
Housing Stralegy - - - 2 F3 - -~ Review ol USAID housing sector strategy, assesseent of its
fssessaent effectiveness, and identificalion of wavs to strengthen current
housing activities and/or wake necessary changes in approach.
~Existing Projects
319-0308 Health Resources - - - - - 2 3 Evaluatian cf peojecl's iapact in isproving prisary health care
Nanagesent coverage as well as heallh sanagesent, logistics, and aaintenance.
§19-0304 Urban Seall o - e - - 3 4 Evaluation af project's possibility to becoae self-suslaining.
Business ) Project sepporis FUSADES' program to provide TA, credit, and .
training to small 2nd aicro businesses.
515-0210 Fopulation Dynamics 3/87 - - - - 3 4 End of project evaluaticn, in cosbination wilh a Contraceptive

Prevalence Survey, to assess prograd coverage, rural population
attrtudes towird faeily planning, and long-tera impact in lerss of
increased contracepiive usage,
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&na 1y EEONTMIC STARILIZATION - HEEHIHY

ECONTMIC STARTLIZATIIN

192084 1983 1985 1986 1987 1989 1959 1390
AVERASE ESTIMATE  TAREBET  TARSET  TARGET  TARBET  TARGET  TAREET
TEAL SDP GRONTH (1) Y/ 4.1 1.4 2.0 2.3 1.5 4.5 5.5 8.8
INFLATIGN RATE (1) I/ 13.7 2.8 112 20.0 16.0 {5.0 3.0 1.2
CINTRAL GOV'T CURRENT GEFICIT {MIL. €OL.) 3/ 189.1 -136.0 0.0 143 200.0 0.0 100.0 0.0
CIKTRAL BOV'T DEFICIT AS X OF B8P 3/
BEFDRE SRANTS - -1.4 -35.0 - 5.3 -3.% -3.0 =3,3 -2.2
RFTER ERANTS 5.6 =40 - -4.4 -2.4 -L.9 -1.8 -1.8
CURAENT ACCOUNT DEFICIT AS 1 OF 6OF 174/
BEFORE ERANTS -h.0 =T - -8.2 -3 -4 -B.1 -9.2
BFTER GRANTS -3.3 -3.7 - N -3 -3 =3, -3t
EXTERNAL DEBT AS X OF S0P 1727475104 16.4 301 - 1.7 63 41.5 42.7 2.6
YT, DEBT SERVICE AS X OF EXPORTE 1/2/4747 9.0 41,2 - ¥.7 3 N 30,8 e
Pa/NENT RAREARS {8) 1/R/ L3 e 0.0 45.0 0.9 0.0 ¢.0 0.0

1/ CENTRAL RESERVE BANK ESTIMATES FOR 1983 AND ACTUAL FIEURES FOR 1980-24,

U I

37 MIRISTRY OF FINANCE ‘

&/ FOR 1580-85, C2.5 TO $1.00 WAS USED; FOR 1998-90, C5 TO $1.00 IS USED.

S/ EXTERMAL FUBLIC DEBT OF MORE THRM ONE YEAR, DUTSTANDING AT END DF PERIOD.

&/ DEBT QERVICE INCLUDES INTERESY AND AMORTIIATION PAYMENTS, ALSD DEBT SERVICE ON NEW BORROWING RELATED TQ THE FINANCE GAP,

¢/ IF 03 TO #1,00 15 USED, THEN DERT/RDP FOR 1389 = af.il.

9/ FOREIGN EXCHANGE REQUESTS HELD BY THE BCR FOREISN DEPT, ALAEADY APPROVED BY EYCKAMSE CONTACL OEPT,, PENDING FOSETGN EXCHANGE
REBUEST BELD BY EXCHANGE CONTROL DEFT. FOR EXTERNAL FRIVATE DEET SERVIZE AND IMPGRTS FROM JUTSIDE C.A.

#3r  TRRBETS EXCLUDE DEBT

RESTORATION OF PUBLIC SERVICES ‘ .
19835 1985 1985 1987 iope 198 1990

1983 1984 ACTUAL TAREET  TASBET  TRREET  TARGET TAREET  TARGET

TLECTRIC ENCRGY DEMAND (BWH) 1,560 1,813 1,633 t, 722 1,757 1,852 1,374 2,093 2,218
TTANDEY GENERATOR POWER {AS I OF TOTALY &4 4.3 4.0 .7 -~ - - - - -

TITAL WATER PUMPING STATIONS (ANDA) 19 N 151 263 2N 7 284 288 286 288
PERCENT OF STATIONS CPERATING 2f NR NA 8.0 - - -~ - - -

TOTAL PUMPING EQUIPMENT [ANDA} 521 52 407 21 329 Pyl 329 329 a2y
PERCENT OF EQUIPMENT DPERATINE 2/ NA MR 78.0 - - - -- -. -

URBAN AREAS SERVED BY ANCA iTe 17k 155 178 76 191 151 19! 191
PERCENT ATTENDED 2/ A MR 88,9 i - - - - -

AOPCARINDS HIGHRAYS {0 3/ 1,746 1,710 1,087 1,736 1,740 1,740 1,74¢ Lo LR
FERCENT OPEN 2/ NA O NA £3.0 - - - v - -

MOP/CAMINGS RUGAL ¢ TERTIARY RORDS (KM) 7,75 2,750 1,5%0 7,730 7,B00 1,E0 7,800 7,300 7,800
PERCENT DoZN 2/ R N4 20.9 - - - -= - -

-f TAREETS ARE TG REDUCE UTILIZATION FROM PRIOK YEAR 8CTUAL.
2/ TARSETE ARE 7D IMLREASE OPERATIONS FROM PRIOR YE2R ACTUAL.
2f INCLUBES DIVIDED, PRIMARY, AND SECONDARY HIGHKAYS,
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DISPLACED PERSCAS

1925 1983 1984 1987 . 1948 1089 1999
1983 1988 ACTUAL TARSET  TARSET  TRRBET  TARBET  TARBET  TRARGET
TOTAL NUMBER DISPLACED (*000) 20 3% 5% - 43 I 3% 30 -
TOTAL JOBS FER MONTH {'000) B i 12 16 B 18 15 10 -
REMITIONAL DPS PROVIDED CURATIVE MEMLTH
SERVICES (*000} 12 12 30 R+ 50 30 i 15 -
DFS RECEIVING DAILY FOOD BASKETS OF 1,400 - .
CALORIES {'00D) : 00 228 35 330 325 125 250 200 --
PP CHILDREN RECEIVING SUPPLEMENTAL FEOD 000) -- 1.2 .23 10 {5 i3 1% 3 -
ND. WORKS PROJECTS COMPLETED 50 & 708 523 0 650 .- - -

EMPLOYMENT GENERATION
1985 198% 1986 - 1997 1928 1987 1950
1980-84 ACTUAL TARGET  TARGET  TARGET  TARZET  TARGET  TARGET

EMPLOYMENT (MIL. PERSON DAYS) 10.8 1.0 1.0 -- - - - -
NUMBER DF PROJECTS 1,900 104 104 - - - -- -
NATIOMAL PLAN - CONARA/DRE
1985 1985 1985 1997 1988 1989 1990
1984 ACTLAL TARSET  TARGET  TRRBET  TARGET  TARGET  TARGET
NO. CONARA CIVIL ACTION ACTIVITIES/ME 10 4 18 180 180 140 120 a0
N0, MAJOR ORE INFRASTRUCTURE PROJECTS/YR i/ - - - 17 - - - -
ORE PROJECTS EMPLOYNENT INIL. PERCDR DAYSI I/ == - - 2.4 - - - --
NG, CIVIL DEFENSE UNITS TRAINED (COMMLATIVE) 15 ] ©oke 214 294 * ¥ t
CIVIL SOV'TS OFERATING IN CITY HALLS {CUMIL) 2¢ i1z . 109 20 242 - - -
NO. LOCAL CTVIL GOV'T UNITS TRAIKED 24 112 100 216 262 T - - -
NO. TAREETTED MUMICIPALITIES W/ ESSENTIAL .
SERVICES (CUMULATIVE) 2/ ] 20 u 100 1% 282 - -~
K0. TARGETTED MUNICIPALITIES W/ COMPLEMENTARY
SERVICES (CUMULATIVE) 3/ 3 13 18 75 L 210 240 2862

#PENDING REVISION AT E4D OF 19B& IN ACCORDANCE WITH THE WILITARY STTUATION.

1¢ TARGETS 10 BE DETERMINED DURING MESOTIATION OF EACH YEAR'S LDCAL CURRENCY PROSRANM.
2/ WATER, ELECTRICITY, HEALTH, ACCESS ROADS, COMMUNICATIONS, EDUCATION

3/ PUBLIC TRANSPCRT, CITY HALL, MARKET, COMMUNITY LENTER

NB: TATaL MUNICIPALITIES 282
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‘oAl 1T ECONOMID RECOVERY AMD EPDNTH

ECOYOMIC RECOVERY

1980-84 1983 1983 108k 1987 1988 1989 1990

AVERAGE 1/ ACTUAL 1/ TARSET  TARBET  TARBET  TAREET  TARGET  TARSET
TNVESTHENT AS I OF EOP 10 2/ 1.8 - 1.9 135 14.2 17.2 0.1
PRIVATE INVEST®ENT/SIP 3.0 21 £.0 - 3.0 9.4 0.0 1.9 12,0
SCONGMICALLY ACTIVE POFULATION /4t 1,433, 4 1,693.4 -~ L,MA2 1,735 LTI LTLT L7994
ERPLOYED ' 1,t77.9 1,180.7 - 1,182 1,208 1LEEST (13S0 LML
INEMPLOYED 153.5 352.9 - 553.0 3133 500.4 432.7 88,3
UNEMPLOYMENT RATE 7.9 32.46 e 2.3 .7 24,5 5.5 1.4
1/ MINISTRY OF PLANNING ESTIMATES
2/ FIBURES ARE FOR 1984 GNLY.
§/ ASSUMES A 1.01219 ERCWTH RATE.
47 LAST CENGUS 0F THE ECONDMIZALLY ACTIVE POPULATION WAS MADE IN 1978,
fB: TAREETS ASSUNME THAT FOR EVERY IL SROMTH IN REAL 6DP, A 1% GROWTH INM EMPLOYMENT RESULTS.

INDUSTRIAL RECDVERY
1085 1983 1984 ey 1988 1939 1999

194 ACTURL TARBEY  TRRSET  TARGET = TAREET  TRRGET  TARGET
AANUFACTURING CUTPUT MM COL. CONSTANT) 436.8 19,4 - 328.2 530.4 SE9.4 8387 6991
i¥DUSTRIAL EMPLOVMENT (% OF TOTAL) §/ 14,8 16.6 - 1t.B 17.8 19.3 19.8 20,8
ON-TRAD EXPCRTS QUTSIDE CACH (U5 § MIL) LYRY Tt ¢ 72.0 86,0 ?9.9 4137 130.8 150.4
4ON-TRAD LS IMPORTS FI0M EL SAL {US § MIL) B0 . 40.0 2.0 70.0 7.0 B2.0 75.0 103.0

17 15,87 OF TOTAL EMPLOYMENT IN 1984 IS APPROXIMATELY L15,000 PERSONS. 1IN 1985, 14.BX REPRESENTS APPROYIMATELY 122,000
PERSONRS. :
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ASZICULTURAL RECOVERY

195084 1585 1985 1988 1987 1983 1589 1990
AVERAGE ACTUAL ~  TARGET  TARGET  TARGET  TARGET  TARGET  TARGET
£00D CROF PRODUCTION ('009 08} 15,401 16,482 16,381 17,200 18,080 18,93 19,111 29,907
AYERASE ANNUAL FOOD CROP ERDNTH RATE (1) LIS - 5.5 5 5 5 5 5 5
PRCDUCTION OF TRADITIONAL EXPORTS ('000 QQ}1/ 5,456 6,431 595 S476 5,79 504 4,143 5,37
AVER TRAD EXPORT VDLUME EROMTH RATE/ANMUE (D) 1,45 17.67 2 2 2 3 3 3
COFFEE EXPOAT VOLUYE (MILLION D) LS U 31 - 2.2 3.0 B S SR
NCZN-TRAD. EXPDAT PRODUCTION £'000 0B) 3/ 22 266 282 29 KT SRS+ SR . S v}
AVERAGE ANNUAL NOK-TRAD GRONTH RATE (X NA 20,0 6 6. 6 & b b
TOTAL ASRICULTURAL PRODNCTION (1962 COLDNES)  746.3 8.2 eSS T 3078 B0.1 8737 905.b
AVERAGE ANNUAL ASRIC PROD GROWTH RATE (1) -37 2.4 A 4 ' 4 1 '
VALUE OF NON-TRAD AGRIC EXPORTS (s} #/5/ i3.6 26,0 - s X S Y W3 LA a8
VALUE OF TRAD AGRIC EXPORTS {SM) 4/5/ 248,90 250,00 25296 460 6038 640,0  &80.0 7210
VALUE OF TOTAL AGRICULTURAL EXPORTS 1$%) 256,70 250.30 26182 L4 &4 T3 728 T
NON-TRAD EXPDOTS/TCTAL ABRIC EXPORTS () .5l M - 5.1 5.3 5.4 58 62
1/ LARSE PERCENTABE INCREASE TN ACTUAL (SBS PROBUCTIAN VOLUME DUE 1O 621 INCREASE IN SUBRA.
2 FIGURE 15 1981-B4 AVERASE.
3/ INCLUDES NEAT, INSTANT COFFEE, MONEY, SESAME, BALSAM, FRESH FRUITS/VESS, COCOMUT, CANNED VEBS, TOBALCD,
AND DATA ARE FOR 1983 AND 1984 ONLY.
4 ESTINATED FOR 1985 ACTUAL.
5/ TARBETS ASSUME CONSTANT PRIZES AT 1985 LEVELS.
PRIVATE SECTOR SUPPORT
1985 1985 1986 1987 988 1989 1990
1994 ACTUAL  TARGET  TARBET  TARGET  TARSET TARGET  TAREET
CREDIT T0 PRIVATE SECTER (NIL COL} 3,860,0 LEMO 47100 0 - - - - -
CREDIT TD PRIVATE SECTOR AS T OF TOTAL _
BAOSS CREDIT 142/ 60,0 83.4 8.0 .02/ 75.0 B.0 67,0 9.0
PRIVATE SECTOR [NVESTMENT AS T OF 6DP 503 8.0 - 2.0 9.6 10,0 10 128
EXPORT PRCXOTION LAM - - -~ PRSSED -~ - . es

1/ TARGET EXPRESSED AS I OF TOTAL GROSS CREDIT SECAUSE OFFICTAL FORECASTS ARE UNAVAILAELE. [T ASSUMES THE FUBLIC STLTOR
NILL CONTINUE TO REDUCE ITS DEFICIT AND THZ PRIVATE SECTOR WILL RECEIVE MDST OF TME BANKING SYSTEM (REDIT.

¢/ ACCORDING TG MONETRRY PROGRAM FOR 1984,
37 FIEURE 15 FOR 19B4 ONLY.

R Tl Rt TR RS [
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=0A0 !10: BRCADENING THE BENEFITS &F ERONTH

STRARIAN REFIRHN

PR R ——— e gy ot gty e+ —w e ammi memen e S e

1985 1985 1988 1987 1988 1989
1980 ACTUAL  TARGET  TAREET  TARGET  TARBET  TARGET
T0TAL AURAL POPULATION 2,624,528 - - - - - -
RURAL POP. AFFECTED BY PHASES 1 % iIi 570, 162 - - - - - -
FROPERTIES COMPENSATER, PHASE § - 31 405 49 - - -
PROPERTIES COMPENSATED, PHASE 1T ¢/ - 1,475 2,483 3,783 A500 - -
MUK3ER [0FS ESTABLISHED, PHASE 1 - 1§} - - - - -
£00PS REPAYING PRODUCTION CREDIT -- 184 - 197 a1 22 13
PRELININARY TITLES, PHASE 111 - 85,792 -- - - - -
DEFINITIVE TITLES, PHASE 1 - 127 99 7 - - -
DEFINITIVE TITLES, PHASE 111 - 16,992 23,623 30,000 45,000 - -
NB: FIGURES ARE CUMMULATIVE. .
17 THRBETS ARE TENTATIVE AS FINATAS ACTION PLAN HAS NOT YET BEEY APPROVED.
MARGINAL COMMUNITY DEVELDPNENT
© 1985 1985 1984 1987 1998 1989
1984 ACTUAL  TARBET  TARGET  TARSET  TARBET  TARSET
© NEN URBAN HONES X7 UTILITIES - 571 1,117 1,46 4,400 909 350 150
SITES AND SERVICES (URBAN LOTS} -- - - 23 09 400 )
NEW UTTLITY CONNECTIONS {LBAN) - - - 3,000 3,500 5,200 7,000
URBAN SLUN HOLSESOLD UPERADES - 529 629 b 1,500 2,500 3,800
NEW RURML WOMES &3 1t 90 820 200 300 400
HOME [MPROVEMENT LOANS {RURAL & UR) -- -- - 80 1,800 1,450 1,600

1999
THAEET

19940
TARBET

2,000



HEALTH

CRUDE NORTALITY RATE
INFANT MORTALITY RRTE/1000 LIVE BIRTHS

CHILD BOTALITY (1-4 YEARS! AS X OF TOTAL

DEATH RATE/10,000 FROM DIARRHEA &
[EWYDRATION (ALL ABES)
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CHILDREN -5 WITH IRD DEGREE MALNUTRITION (%)

NUMBER CORT FRCKETS DISTRIBUTED (MILLION)

CHILDYCN UNDER 2 FULLY VACCINATED (1)

CHILDREN LNDER 2 VACCINATED FOR MEASLES (D)

CHILD 4EALTH YISITS/100¢ CHILDREN -1 YR
PRENATAL YISITE/1000 LIVE BIRTHS

NUMBER WALARIA CRSES REPORTED BY MOM
MALARIA SLIDE FOSITIVITY RATE
HUMBER MALARIA SITES TREATER

EDUCATION

NET PRIMARY SCHDJL EMROLLMENT RATID
NUMBER NEW CLASSROOMS CONSTRUIETED #
NUMBER RECOMSTRUCTED CLASSRDOMS &
NUMBER TEXTBODKS DISTRIBUTED (MILLION)

+ ALL NEW AND RECDNSTRUCTED CLASSRODMS WILL SE EQUIPPED AND STAFFED.

SCHOLARSHIPS

TOTAL NUKEER CAPS RECIPIENTS
TTAL KEW STRRTS
TOTAL CARRY-GVERS
ACRUENIC TRAINING-UAPS (N0, PERSONS)
TOTAL REW STARTS
TITAL CARRY-QVERS
LAPS GHAORT-TERX TRAININE {ND. PERSDNS!
PARTICIPANT TRAINING

T L

1985 1985 1986 1987 1938 9@ 1990
1984 ACTUAL  TARBET  TARGET  TARGET  TARSET TAREET  TARGET
10,0 9.0 - 2.0 8.5 8.2 8.0 8.0
75 M - n 7 58 63 5
2.0 2.0 - %5 250 A0 .0 20
n 1.9 X .M 24 22 w7
7.0 5.0 8.0 5.0 1.9 2.0 1.8 La
450 1.9 - 25 . 3.0 5 L5 40
w7 .0 -0 350 5.0 S50 70.0
NA 5.9 WO o 480 5.0 5.0 855 1.0
a3 0 - 50 485 28 1000
589 584 - 825 709 M8 0
62,447 1,528 55,000 40,000 40,000 48,000 40,000 40,000
2.7 2.1 A0 180 mE 185 150 0.0
35,000 3,900 35,000 33,300 33,500 3,500 33,300 33,500

1985 1985 198 1987 tes8 1995 1999

1983 1984  ACTUAL  TABSET  TARSET  TARSET  TAMGET TARGET  TARGET
08 46 50 50 8 TR &

10 298 3 - 10 140 200 200 -
- - - - 1 500 W0 400 -
- - - - -- 1.2 L5 .08 -

1985 t985  t9es (987 1939 1982 1950
1984 MTUAL  TARGET  TARGET  TARGET  TARSET  TARGET  TARSET
- 387 ™ 400 582 590 -
- 37 ™ W £20 440 S
- o 0 s 8 122 100 -
- ® % 80 180 22 0y -
- 7 2 2 190 0 ¢ -
-- 0 0 52 80 122 wo -
- 289 00 260 120 0 G -
150 127 - 186 11 " 4 )



FAMILY PLANNING

CRUDE BIRTH RATE/1000
Wd. COUPLE YERRS PRATECTION
COURLES USING CONTRACEPTIVES {1}

SMALL BUSTMESS

ND, SMALL BUSINESSES (000}
40, SMALL BUSINESS EMPLDYEES {*000)
INVESTHENT LAw

+ E5TIMATES
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GOAL I¥: DENGCRATIL INSTITUYIONS - HUMAN RIGHTE

JURIZIAL REFORA

REPORTED HCMICIDE CASES BROUGHY BEFORE
COLRTE (1)

EONVILTION RATE FOR ALL IRIMES (1)

tAW ESTASLISHING NATIDNAL JUDICIAL COUMCIL

LAM ESTAELISMING JUDICIAL CAREER SERVILE

REVISORY CONMISSTON DRAFT LEBISLATION
ENALTED BY NATIONAL ASSEMBLY (X}

RURAN RIBHTS

TG KEW MUMAK RIGHTS COMMISSION OFFILES
TOLITICALLY MDTIVATED LEATHS, ND. PER YEAR#
LaW ESTABLISHING YR? NEW DECREE S0 COURTS
RE-ESTABLISHMENT OF PUBLIC DEFENDER OFFICE

+ DATA FRON LS EMEASSY HUMAM RIERTS REPQORT.

© e e e e —— v S, mTme 8 W

W T T A

R T e A T | g e T —

i9as 1985 1984 1997 1983 1989 1999

1978 ACTUAL  TARGET  TARSET  TARGET  TARGET TERBET  TARGET
3 ko4 5 3 35 N} 3 2

210,000 317,000 320,000 335,000 345,000 395,000 425,000 353,000
3 45 5.5 " 4 50 52 st
1985 1985 1788 1987 1eg 1989 1990

1984 ACTUAL  TORGET  TARGET  TARBET  TARGET  TAREET  TARGET
£9.00 70,50 - 72.0 4.6 76,0 TS 21,0
774,08 239.7¢ - 2448 255.3 2460 157 227
- - - -- YES -- e -
1985 1983 1984 1937 1938 1989 189D

BASELINE ACTUAL  TARSET  TARGET  TARGET  TARSET TARGET  TARSET
13 {980 (2] - - %0 50 40 85
12.8 {1981) H - 15 20 25 10 s
- - ~ YES - - — -
- - - - YES - - --
-- - - - 35 735 N --
198084 1985 1988 1995 1987 1933 1989 (990
AVERABE ACTUAL  TARGET  TERSET  TARGET  TARGET  TARRET  TAREET
- - - YES - “- -- -
3,840 138 -- 250 25 200 1% 10
- - ¥es - - - -
- - -- yEg -- -- -- -



ELECTIONS

NEW VOTER REGISTRY ESTABLISKED

ELIGIBLE VOTERS ACTUALLY VOTING (1)

POLITICAL FOMER TRANSFERRED PEACEFULLY
THROMEH ELECTORAL PROCESS

LARDR OREANTIATIONS

FEXEERSHIP TN DENOCAATIC UNIONS

NEMIEREHIP IN NON-DEMOCRATIC UNIDNS
ESTAELIEM UMBRELLA {96, OF QEMOCRATIC UNIONS
LABOR LEADERS TRAINED

RANK AND FILE TRAINED

REPRESENTATIVE GOVERHMENT STRENGTHEMING

NZ. MAYDRS & STAFF FROVIDED TR OR TRRINING
OTHER MUNECIPAL INDICTORS PENDING RSSESSHENT

0. ASSEMBLY MEMBERS VISITING OTHER
LEGTSLATURES

NUMBER ASSEMBLY MEMBERS/STAFF TRRINED

NON-PARTISAN ANALYSIS UNIT IN NATIONAL
ASSEMBLY ESTASLISHED
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1985 1985 1984 1997 1998 1989 1950
1982 ACTUAL  TARBET  TARBET  TARBET  YARGET  TARGET  TARBET
- - - - ¥es - - -
80 80 - - -- L 85 --
YES ¥ES - - -- ¥ES - -

1985 1985 1984 1997 1998 1939 1990
1o8d ACTUAL  TARSET - TARBET  TRREET  TARBET  TARGET  TARBEI
KA 180,000 -+ 185,000 190,000 216,000 220,700 250,000
N4 50,000 - 45,000 40,000 30,000 20,900 15,009
- -- - YES - - - -
- - - 100 100 128 - -
-- - - 250 50 160 -- --

1985 1985 198¢ 1987 1988 1989 1590
BASELINE ACTUAL  TARBET  TAREET  TARGET  TARGET  TARGET  TARREY
- - -- 75 75 75 100 --
- -- - 15 15 15 2 --
- - - » 75 5 30 -
-- - -- - Ye5 - - -
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Benchmark Status: FY 1986-FY 1987 Action Plan

FCONCMIC STABILIZATION

Cbijective Category: Economic Stabilization

Growth of real GDP of 2% in CY 1985,

Status: Partially met. Economic growth for CY 1985 is now estimated
at 1.6%.

Increase in private fixed capital formation of 4 to 5% in real terms
in CY 1985 (versus 6.4% in the Monetary Program).

Status: Achieved, Increase was 19.4%,

Increase in non—traditional exports to ocutside CAM of 12% in CY 1985
(in current prices, versus a 14% target in the Monetary Program).

Status: Achieved. Increase was 14%.

Increase in value added by agriculture of 2 to 3% in real terms in CY
1985 (2.9% in the Monetary Program).

Status: In light of recent improvements in the price of coffee,

agriculture's contribution to real GIP could be lower than the -2.4%

currently estimated by the FCR,

Increase in value added by manmufacturing of 2% in real terms in CY
1985 (as provided in the Monetary Program).

Status ¢ Achieved. Increase was 4.5%.

Unification of the exchange rate in a sustainable mode by December
31, 1985, accompanied by primary reliance on price rationing of
foreign exchange for merchandise transactions.

Status: Partially achieved. #=xchange rate was unified at @5 to

$1 in mid-January 1986. Controls on transactions are still in effect
to defend the new rate which mformed observers still regard as
overvalued.

Price increase as measured by the GIP deflator of 10 to 14% in CY
1985 (versus 14.5% in the Monetary Program).

Status: Inflation accelerated in the second half of 1985 reaching
an annual average of over 22.1%. Excessive monetary expansion is the
principal cause behind price growth. The GIP deflator grew bv 20.9%.
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Growth of money supply (M2) of 9 to 10% in CY 1985 (versus 16.0% in
the Monetary Program).

Status: Easy policy resulted in a monetary expansion (M2) which
exceeded 243.

Growth of bank credit to the public sector of 5% in CY 1985,

Status: Banking system credit to the consolidated public sector
exceeded 9% in 1985,

Growth of bank credit to the private sector of 10 to 12% anmmually
over CY 1985,

Status: Achieved. Banking system credit to the private sector was
slightly above 25% in 1985,

Deficit in the current hudget of the central government of zero for
CY 1985. :

Status: While the current budget showed a deficit of #136.9
million in 1985, the Aeficit declined over #120 million from its
1984 level. '

Internally financed deficit of the central government (net of
repayments) of £150 to ¢200 million annually over CY 1985,

Status: The internally financed portions of the deficit was almost
twice the target for FY 1985.

Deficit (before U.S. official transfers) in the current acoount of
the Balance of Payments of $350 to $380 million in CY 1985 (versus
$384 million in the Monetary Program for CY 1985).

Status: Balance of payments deficit reached over $400 million in CY
85, Lackluster export performance contributed to this outturn.

Reduction in external payment arrears of zero in CY 1985.

Status: External payments arrears increased $12 million in FY
1985. Lackluster export performance throughout most of the year and
the suspension of $60 million in AID disbursements accounted for this.

Completion of studies by the Economic Policy Advisory Group of the
Ministry of Planning of exchange rate policy, commercial policy,
fiscal policy and external debt policy by year-end CY 1985,

Status: Achieved.
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Formation of an inter-ministerial committee for debt management to
establish glcbal debt limits and limits on debt of all public
entities with borrowing authority by year-end CY 1985,

Status: Achieved,

Preparations of Programa Monetario (Monetary Program) for CY 1985 by
Octcbher 1, 1985,

Statnus: Achieved.

Preparation of a two to three year program for economic stabilization
by year end CY 1965,

Status: Partially met. The GOES adopted a stabilization program
for 1986 with guidelines to be followed in subsequent years.

Chiective Category: Restoration of Public Services
None. |

Objective Category: Displaced Persons

Ten cradit unions under contract to administer work projects 'hy the
end of 1986, '

Status: Achieved in CY 1985.

Criteria established and in use to lead to better identification of
projects providing a base for improved social service delivery and/or
renewerd econamic activity in the project areas,

Status: Achieved,

An average of 18,000 IPs employed at any given time by the end of
1985. Employment opportunities will continue to be rotated in order
to provide jobs to all adult displaced persons willing to work.

Status: By Octcber 1985 there were 16,000 DPs employed. This muber
dropped to 12,000 in December 1985 as Fedecredito assumed
implementation of the project and experienced start-up delays. In
February of 1986 the mumber of Ps employed had increased to 13,000
and it is expected that it will reach 18,000 by April 1986.

The building of dispensaries and provision of primary health care in
up to 30 areas covering 117 settlements and their host communities.

Status: Achieved - there are now 52 areas receiving health care
through HOPE dispensaries.
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CONADES outreach program attending the dispersed displaced population
will make an average of 8,000 house to house visits monthly,
benefiting approximately 50,000 people in 9 departments.

Status: Achieved - ongoing activity.

Environmental improvement projects in major settlements providing
potable water, drainage, washing and bathing facilities, latrines,
and waste disposal systems to the target population.

Status: Achieved.

A Title II food request from WFP programmed to provide ongoing food
asgistance to the 300,000 registered DPs.

Status: Achieved - ongoing activity.

Similar requests from CESAD will be programmed and coordinated to
provide a food basket for 25,000 unregistered DPs by the end of 1986.

Status: Achieaved.

Up to 15,000 beneficiaries receiving supplemental feeding in 30
centers.

Status: As of December 1985, 5,000 heneficiaries in 1l centers were
receiving supplemental feeding.

Land identified and free and clear titles made available to those who
previously did not own or did not have access to property.

Status: Two sites were identified anl 90 P families were resettled
through the World Relief program.

Programs available to mrovide training and credit to benefit up to
400 female displaced heads of household by FY 1987 in skills for
which there is a demand in the private sector.

Status: As of January 31, 1986, 77 women have been trained under the
OEF Program for Displaced Womern.

DPs electing to remain in settlements identified.

Statug: The Baseline Data Survey which was completed in May 1985
identified over 1,000 families.

Cbjective Categorv: Employment

Assuming @40 million provided in yearly MOUs, average daily
employvment level to increase from about 6-7,000 to approximately
9-10,000 by 1987.
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Status: Not applicable as the Mission has shifted its emergency
employment activities into the GOES' Mational Plan, and is now
focusing on permanent employment efforts to be generated by the
private sector.

The incorporation of private sector firms into the implementation of
lahor-intensive projects to increase overall indigenous capacity, to
create infrastructure in support of exports, to reactivate the
private sector, and to stimulate government agencies to a more
competitive level of performance.

Status: Partially achieved. Starting in CY 1986, the Mission's
emergency programs are bheing addressed through labor-intensive
projects under the auspices of the GOES' Mational Plan.

Objective Cateqgory: WNational Plan

Encourage greater support by the line ministries for activities in
the National Plan areas.

Status: CONARA has been strengthened and put under new leadership.
It has prepared an ambitious 1986 plan of operations requiring
£38.6 million in local currency (versus ¢10.6 million in 1985)
which demands increased collaboration with GCES line ministeries.

Complete leadership training for 9 departmental restoraticon
comnittees.

Status: Forty-eight leadership training sessions were conducted
during CY 1985.

Provide didactic materials and technical assistance to nine

 departmental restoration committees in support of their training and

monitoring of restoration committee activity at the mmicipality
level. '

Status: Achieved.

Coordinate the implementation of at least 300 emergency and
restoration projects in the nine departments. Emphasis to be given
to projects in support of health, education and other municpal
services, such as water and electricity.

Statug: During CY 1985 89 emergency and rastoration projects were
completed and an additional 180 projects were initiated.

FCONOMIC RECOVERY AND GROWTH

Objective Category: Industrial Recovery

Additional axport earnings from new or expanded agroindustrial
activity of $25 to $35 million ammually by year—end 1987,

Status: On target.
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Additional employment of 2,700 to 3,000 workers annually in new or
expanded agrobusiness by year—-end 1987.

Status: On target.

Completion of a survey of capacity utilization (to systematically
inventory potential reactivation opportunities) by year—-end CY 1985.

Status: Achieved.

Additional exports from reactivated industrial capacity of $8 to $10
rillion by year-end CY 1987.

Status: It has been found that this benchmark (based on the above

survey) is not realistic. Muxch of the existing capacity is not

suitable for export production. Therefore, this benchmark is being
deleted.

Objective Category: Agricultural Reoovérv

Disburse at least $25 million in agricultural production and
investment credits over the 1286-1987 crop year.

Status: It is estimated that during the 1986/1987 crop year USAID
will disburse approximately $19 million in agricultural credit. A

devaluation of the currency and strict monetary and fiscal controls
to reduce inflation will make this reduced amount adequate to meet

increased credit demands.

Increase the number of individual farmers receiving agricultural
credit by 6% during the 1986/1987 crop year.

Status: There was a 2% increase in beneficiaries receiving credit
during the 1984/1985 crop year (no data available for the 1985/1986
crop year). Increased efforts on the part of the BFA and the GCES
should make the 6% 1986/1987 target achievable.

Increase the loan repayment rate of the agricultural development bank
by 90%.

Status:. Repayment rates remain around 84% (less if refinancing is

substracted out} in the BFA and not much better in the mixed bhanks,

These rates are expected to remain high as long as the war continues
and the general economy of the country remains depressed.

Intensify production by expanding the irrigated area by 3,000 acres
during 1986-1987.

Status- The 3,000 acre increase in irrigated land will more than
Tikely not be met. The large IDB irrigation project is behind
schedule anrd USAID's precision irrigation activity will not be in
full operation intil late 1985, :
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Increase the value of agricultural output per acre by 2% during
1986/1987.

Status: Bechmark as defined not appropriate, and thus redefined (see
IV. B.2).

Bring coffee production up to the 1978-1979 level.

Status: Coffee production fell in 1985 with an estimated prcduction
of 1.7-2.2 million hundred weights. High market prices and a more
reasonable GOES policy toward coffee producers shculd should lead to
gradual rise in production to 1978/1979 levels by 1988/1989.

Increase the mumber of farmers rece1v1ng public and private technical
assistance by 15%.

Status: Technical assistance to agrarian reform beneficiaries has
increased by a factor of 2.5 since 1982, whereas presently about 70%
of Phase I farms and 23% of Phase IIT beneficiaries are being reached.

Supply private sector entities with $1 million for crop-specific
~research on diversified, high value species and varieties.

Status. Financing of private sector research in diversified
agriculture has not developed as planned. The Mission has and will
continue to concentrate on consolidating the reform.

Increase non-traditional agricultural exports outside CAOM by 12 to
15% by 1987,

Status: Non-traditional agricultural exports increased from ¢35.7
million to ¢42.2 million or 18% from 1983 to 1984, Based on
exports through July, exports are projected to increase to ¢65.0
million in 1986 on 34% over the 1985 level., Melons and watermelons
have led the way followed by sesame and honey. Continuing increases
are projected for 1986/1987 and beyond.

Send 10 long~-term graduate degree training participants to the
U.S.during 1986/1987

Status: No 1ong—tem participants were sent for training in 1985
due to a GOES policy to restrict support to participants to a
minimm. Two participants (MS Degree) are scheduled for 1986.

Train the workforce on five Phase I agrarian reform cooperatives to
perform skilled agro-process lakbor by 1987.

Status: Workforce training and agribusiness development activities
have been slower than anticipated due to a major reorgamzatlon
within MAG and ISTA. Agribusiness ventures are expected to increase
in 1987 and 1988.
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Develop 3 agroindustrial or agribusiness ventures on Phase I
cooperatives by 1987.

Status: See previous benchmark status.

Ohjective Category: Private Sector Support

During 1986 make the local currency equivalent of $158 million of
credit available to the private sector through the banking system,
broken down as follows: Small Business $12 million, Industrial
Credit $36 million, Economic Develcpment Fund $10 million, Short Term
Credit $8 million, Refinancing to the Reformed Sector $12 million,
Terrorism Insurance Fund $80 million.

Status: The equivalent of $100 million in credit lines was made
available in 1985 (except for terrorism insurance.) In 1986, $40
million will he made available for terrcrism insurance.

During 1987 make the local currency equivalent of $105 million
available to the private sector as follows: Small Business $25
million, Industrial Credit $35 million, Economic Development Funds
$15 million, Short Tarm Credit $15 million, Refinancing to the
Reformed Sector $15 million.

Status: In conscnance with the GOES monetary program's cbjective to

minimize inflation, only $28 million will be made available,

By mid-year 1986, mcdifications have been negotiated with the BCR for
the Economic Development Fund and Refinancing to the Reformed Sector.

Status: Achieved in 1985.

By mid-year 1986 have launched a multimedia publicity BCR-banking
system campaign advertising the credit facilities available.

Status: Achieved in 1985.

By year-end 1987 have completed a survey which evaluates results of
the campaign launched under the first benchmark of this gcal.

Status: To be done in 1986.

By year-end 1986 have increased the country's participation in the
TCIP (Eximbank/AID) program to $100 million.

Status: A §75 million TCIP program was implemented in FY 1985,
which is expected to increase imports from the U.5., freeing up of
$20 million previously tied up in collateral deposits, and
gubstantially lower trade credit interest rates,
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BRCADENING THE BENEFITS OF GROWTH

Cbjective Category: MAgrarian Reform

The GCES will act by Angust 15, 1985 to reduce the interest rate on
the land debt and extend the amortization period.

Status: The GOES' 1986 Economic Program calls for the develcpment
of a plan for reducing interest rates and extending the amortization
period and the grace period for the agrarian debt of the
cooperatives. The GOES did not meet the August 15, 1985 deadline
but is expected to implement the restructuring plan by March 1, 1986.

Complete initial compensaticn to former landowners by December 1986.
Status: The GOES has not finished compensaticn of the former
landowniers. In 1985 it made ¢64 million available for this purpose
and in 1986 it will program an additional ¢200 million.

Camplete the titling process by December 1986,

Status:  ISTA and FINATA have made considerable progress in this

area. ISTA has issued 127 titles. Approximately 190 remain to be

issued by the end of CY 1986. FINATA has issued 16,992 definitive
titles. They will not complete theirx task by 1986 but have a target
of 1988 to complete titling.

The GOES will define property and cooperative membership rights and
obligations by Octcber 30, 198S,

Status: A joint USAID/GOES study of beneficiary rights was
conducted in 1985 and the results and recommendeations presented to
the Cabinet-level Commission. Due to the complexity of the issue,
the GCES did nct meet the Octcber 30, 1985 deadline although AID
expects it to enact legislation which: a) defines minimum
requirements for entry into a cocoperative by non-memnbers, b) defines
the rights and obligations of cocperative members who are
involuntarily forced to leave, ¢) defines the rights of transfer and
inheritance of cooperative members, and d) limits the restriction of
land sales of Phase III beneficiaries to five vears from the date of
assignation of definitive title. This legislation is expected to he
enacted in 1985,

An evaluaticn of the Rural Small Enterprise and Cooperative
Development OPG (TECHNOSERVE) is scheduled by July 1985 to determine
whether the National Federation of 2grarian Reform Cooperatives
(FESACORA) is ready for direct financing. ‘The GOES will have 207

professional cooperative managers in place by June, 1986,

Status: The evaluation was campleted and it determined that

- FESACORA was not ready for direct financing. As such, it will

continue to receive assistance through TECHNOSERVE. The target of
207 managers was not met due mostly to a large resignation rate.
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Increase seed production of new crop varieties by 5%.

Status: CENTA Production of seed and plant material of new
varieties is progressing in viveros throughout the country. The
production of vegetative material is better than that of seeds due,
in part, to the easy access to imported improved seed varieties.

Increase technical support service coverage to agrarian reform
cooperatives and Phase III beneficiaries,

Status: The Mission is aware that support service coverage by the
GOES has increased although data is not available-to quantify the
extent of the increase,

Increase exports of higher value, nom-traditional agricultural
products.

Status: Exports of non—traditional agricultural products (e.g.,
melons, watermelon, sesame seed) is progressing as more growers gain
experience and confidence in this risky business. 2Agrarian Reform
Sector Support (519-0265) has been instrumental in the increase of
malon and watermelon production.

bjective Category: Marginal Commmity Development

The establishment of a housing program implementation unit capable of
managing increased housing production levels hetween 1985 and 1989
providing 26,234 new hames: 38,100 slum home upgrades: 93,500 water
and sewer commections: 11,000 home improvement loans: and 5,200 rural
houses.

Status: The unit has been established and is working. The
construction program will be initiated upon issuance cf formal
legislation which is expected by the end of February 1986.

The campletion of descriptive and procedural documents for the
operation of the housing program implementation unit by September,
1985, ‘

Status: Achieved.

The issuance of a GOES decree establishing new, lower minimum,
housing standards by December 1985,

Status: . Mot achieved, although the GOES has authorized construction
of projects that essentially modify and lower current authorized
minimm standards. Formal issuance of new regulations is expected
during 1986,
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Objective Category: Health

A more responsive medical supply management system in place.

Status: Partially achieved. In FY 1985 the MSPAS appointed
regional warehouse managers and with the TA team hegan an intensive
review of the pharmaceutical and equipment supply and allocation
process which by December 1985 had identified and reallocated
overstocks of equipment and drugs found in some locations.

Biomedical and vehicle maintenance systems fully institutionalized.

. Status: During FY 1985 the vehicle maintenance system was

© functional.: However, further efforts in FY 1986 will be required to
complete the renovation of the regional garages and upgrade mechanic
skills to maintain the new Adiesel vehicles. Institutionalization of
biomedical equipment was not achieved, although an inventory of
equipment and spare parts was completed and orders placed for needed
items. The new target is December 1986.

Reduction in the incidence of child mortality (1 to 4 years), as a
percent of total mortality from 27.4% (1981) to 26%.

Status: Achieved MSPAS 1984 statistics showed <hild mcrtality had
declined to only 23.7% of all mortality.

Reduction in infant mortality (0 to 1 year) from 44.1 per thousand
(1981) to 42.0 per thousand in 1287.

Status: This target was based on official MSPAS registrations which
are believed to be significantly lower than actual mortality rates.
The Mission has established new targets based on more realistic
estimates of actual infant mortality (see I1.C.3). Actual infant
mortality was estimated at 75 and 74 per thousand in 1984 and 1985,
respectively.

Reduction in the numbers of reported cases of malaria from 66,000 in
1984 to 53,000 by 1988 and to 40,000 by 1989.

Status: Numbers of reported malaria cases in 1985 declined to
41,528, many more than anticipated. However, because of the rural
exodus, problems of access in some areas due to the conflict and a
reduced total number of slides collected, the possibility of

significant under reporting is currently being investigated. -

Improved continuing health education and supervision systems.

Status: Partially achieved; in FY 1986 the MSPAS and the TA team
will continue continuing education and supervision effcrts to support
use of the drug formulary and the automated management information
system in addition to improving skills in stock management, vehicle
maintenance and biomedical equipment maintenance.
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Improved teacher/learning resources for training of MSPAS health
workers.

Status: Partially achiesved; modules for training doctors, nurses
and ambulance drivers in Trauma management have been completed and
distributed to training facilities for evaluation. A proposal for
modules on ORT, child nutrition and vaccination are proposed for FY
1986 as well as manuals for supply management and maintenance
systems. Primary care modules for social service physicians
completed and used in FY 1985 will be evaluated in FY 1986.

Objective Category: Education

Construction of 200 schools by 1987.

Status: In process. Benchmarks will be met if AID/W approves the
U.S. advertising waiver requested by the Mission.

Restoration of 700 schools by 1987.
Status: See previous benchmark comment.

72,000 school-age children have access to an adequate and appropriate
formal classroom setting by 1987,

Status: See previous benchmark comment.

Approximately 40,000 out-of-school children of ages 7 to 15 are
provided access to radio education programs by 1987.

Status: Not applicable as the Mission's strategy no longer includes
support to radio education programs.

900 primary schools are furnished and equipped by 1987,

Status: In process. Benchmarks will be met if AID/W approves the
U.S. advertising waiver requested by the Missicn.

The first phase of a school maintenance system is established and
operational by 1987.

Status: A 10 commmity pilot program has been jnitiated.

Provision of 1.5 million textbooks to children in grades 1 to & by
1987.

Status: The bidding process has been initiated.
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10 MOE central office managers, 10 MOE regional directors, 150 MOE
nuclear school directors,and 2,000 MOE classroom teachers are
provided job-related training by 1987,

Status: The planned amendment to Education Revitalization Systems
{519-0295) has been delayed until FY 1987. As such, these benchmarks
will not be achieved wntil CY 1989 or later.

3,000 school directors and teachers responsible for 1.7 million
textbooks for grades 1-6 are given textbook training by 1°87.

Status: The training for grades 1-4 teachers is scheduled to
commence in August 1986,

A comprehensive assessment of trammg needs of export firms and
related capabilities of the country's training institutions completed
by 1987,

Status: The assessment is scheduled to commence in mid-1986 and to
be completed in late 1986,

Establishment of an advisory group representing the private and
public sectors by 1987.

Status: An OPG to a Salvadoran PV is scheduled to b= signed in
mid-late CY 1986 which will specifically address this benchmark.

Development and implementation of a phased training program for 300
benef1c1a.r1es by 1987,

Status: This benchmark directly relates to the previous benchmark.

450 managers are provided in-country management training by 1987.
{(Target Group: Decision makers and managers linked to small, medium
and large firms that are exporting and/or interested in exporting to
the United States.)

Statuss This benchmark relates to the previous two benchmarks.

An assessment contract let and the contractor working by 1987 to
asgess the education needs in higher education and adult education.

Status: Not applicable as the Mission's strategy no longer includes
support to higher education or adult literacy programs. The area of
adult literacy will now be addressed by proposed CY 1987 $50.0
million IDB loan.
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Objective Category: Scholarships

Approximately 120 young Salvadorans provided with scholarships for
long-term academic training in the U.S. at the specialized technical,
undergraduate or graduate level by the end of 1987.

Status: On track with an expected 158 long-term academic
‘scholarships to have been provided by the end of CY 1936.

Approximately 250 Salvadoran community and civic leaders, including
youth leaders, from or working in poor rural and urban areas provided
with scholarships for short-term cbservation and leadership training
in the U.S. by the end of 1987,

Status- On track with an expected 360 scholarshlps to have been
ovided by the end of CY 1986,

Approximately 400 Salvadoran workers and supervisors from large
enterprises and workers and managers from small and medium
businesses, as well as Salvadoran small farmers including agrarian
reform beneficiaries provided with scholarships for appropriate
short—term technical training in the U.S5. by the end of 1987.

Status: On track. To date 285 short-term CAPS training
‘scholarships have been provided (i.e., 153 rural credit union
managers, 69 textile plant workers, 45 bankers, 18 small farmers).
By the end of CY 1986, an additional 100 participants (i.e., 50
agrarian reform beneficiaries, 50 micro-entrepreneurs). The
benchmark is expected to be reached by the end of CY 1987.

Approximately 200 GOES employees working directly in the provision of
education, health, and other services to poor rural and urban

populations provided with scholarships for appropriate, short—-term
tehcnical training the the U.S. by the end of 1987.

Status: In process with 100 employees expected to be trained in
both CY 1986 and CY 1987.

Cbjective Category: Family Planning

Approximately 600 medical doctors, 500 nurses, 1,000 auxiliary
nurses, 130 rural health aides, and 800 rural midwives trained in
family planning methods and program administration by 1987.

Status: During FY 1985, 10 doctors, 65 nurses, and 335 auxiliary
nurses were trained. The remainder of the training will take place
under Population Dynamics (519-0210) which is now in its initial
stages. The targets have been adjusted to 580 doctors, 435 nurses,
and 665 auxiliary nurses trained by FY 1988,
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Approximately 3,000 voluntary rural health promotors are recruited
and trained by FY 1987. '

Status: During FY 1985, 1,567 rural health promoters were trained
and another 1,500 will be trained under the Population Dynamics
(519-0210) by FY 1988.

The number of women of fertile age accepting contraception {couple
protection years) increased from 300,000 at the end of 1984 to
350,000 by FY 1987.

Status: At the end of FY 1985, the couple years of protection
totalled 315,000. The target has been revised to 395,000 by FY 1988.

A greater choice of contraceptive methods more readily available to
Salvadoran couples, especially the rural population.

Status: Ongoing process.

PROMOTE DEMOCRATIC INSTITUTICONS AND HUMAN RIGHTS

Oojective Category: Judicial Reform

The organizational, functional, and administrative sections of El
Salvador's judicial codes reviewed and draft legislation is presented
to the GOES for action.

Status: Studies should be completed durirgy 1986-1987 and drafts
presented to the National Assembly.

The long-term role and placement of the Judicial Protection Unit
(JPU) determined.

Status:  Still unclear, but the final concept is being formulated -——
a twenty-person highly trained umit (under contract), members of
which will train others and serve as team leaders.

Creation of a functioning Judicial Revisory Cammission to coordinate
project activities.

Status: Accomplished.

A functioning Commission for Investigations and an operational
investigative unit established.

Status: Accomplished.

Work under the technical assistance plan for the Forensic Unit (FU)
initiated.

Status: Accomplished.
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Initiation of a complete assessment of the management of the judicial
system.

Status: Assessment underway.

(bijective Category: Human Rights

Systematic investigation of human rights violations and timely
prosecution of perpetrators of such viclations.

Status: Ongoing process.

Reqular success in having officials initiate timely investigations in
regponse to Human Rights Commission reports.

Status: Achieved. Ongoing process.

Substantial volume of posters, television programs, newspaper stories
and other publicity regarding himan rights.

Status: Accomplished.

Objective Category: Electoral Process and Other Political Development

Maintenance and updating of the computerized electoral registry.
Status: Continuing activity (see II1.D.3).

Objective Category: Labor Organizations

Promotion of membership of 10 new local unions under FESINODNSTRANS,'
the urban federation of construction and transportation unions.

Status: Accomplished.

Formulation of 10 new unions and 5 new labor federations in the urban
and rural sectors.

Status: Accomplished.

Legal recognition for the Popular Democratic Unity {UPD), the
agsociation of democratic labor and campesino organizations
responsible for political lobbying.

Status: Different entity being established.

Completion of 45 seminars for labor union members and associations.

Status: Accomplished.
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o Completion of 2 major national seminars on political thecries for the
urban sector.
Status: Acoomplished.
o Award of 12 scholarships.

Status: Accomplished.

23321
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D. GRAY AMENIMENT

The Gray Amendment directs that AID award 10% of contracted dollars to
minority firms. However, there is no special authority which allows
direct contracting with firms qualifying under the Gray Amendment, except
for 8(a) firms. Firms with an 8(a) status, by definition, qualify under
the Gray Amendment arxd can be reached directly through section 8(a) of
the Small Business Act. All other Gray amendment cualifying firms must
compete for contracts through reqular competitive procedures.

It is unrealistic for the Mission to set goals for awarding contracts to
qualifying Gray Amendment firms when there is no mechanism for directly
reaching the entire universe of such firms. The Mission believes that
this is a problem which should be locked at in evaluating the LAC
Bureau's success in achieving its target. This Mission routinely
examines all PIO's in an effort to consider contracting to Gray Amendment
qualifying firms., It can therefore identify possibilities for Gray
Amerdment awards, but is limited to making direct awards to only those
with an 8(a) status. The Mission canmot assure the success of the other
possibhilities in the reqular bidding process. bviously, there is not an
infinite number of 8{a) firms from which to choose, and not all contracts
can be done by these 8{a) firms. Thus, compliance with the Gray
Amendment requirements cannot be limited solely to 8(a) firms. A
specified percentage target of Gray Amendment firms receiving contracts
will be extremely difficult to attain when there is no mechanism by which
the Mission can directly access all qualifying firms.

Contracts totaling $3,407,481 were awarded to qualifying Gray Amendment
firms in FY 1985. This represents 16% of the total amount contracted.

To date, a total of $1,463,450 have gone to Gray Amendment firms in FY
1986. The following table provides a list of contracts awarded during FY
1985 and the beginning of FY 1986 in support of the Gray Amendment.
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ANNEX B

ACRCONYMS
Integrated Agricultural Cooperative Association
American Institute for Free labor Development
MOE's Special Project Management Unit
Association for Voluntary Sterilization
Central Reserve Bank
Central -American Common Market
Central American Peace Scholarship Program
Caribbean Basin Initiative
Central Elections Council
MAG's National Center for Agricultural Technology
Salvadoran Evargelical Committee for Assistance
Naticnal Commission for Displaced Persons
Commission of Matiocnal Reconstruction

Catholic Relief Services

Demccratic Workers Confederation

Directorate for Comumity Development
Displaced Person

Export Import Bank

Family Health Internation

National Agricultural Land Financing

Salvadoran Foundation for Economic ard
Social Development

Gross Domestic Product
Government of El Salvador
World Bank

Interamerican Development Bank
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IESC - International Executive Service Corps

INCAFE -~ HNational Coffee Institute

IPPF - International Planned Parenthood Foundation
IRA - Institute for the Requlation of Provisions
ISTA - MAgrarian Reform Institute

o - 'Urban Bousing Institute

MAG - Ministry of Agriculture and Livestock
MINPLAN - Ministry of Flamning

MOU - Memorandum of Understanding

MSPAS ~ Ministry of Public Health and Social Welfare
MBCCA - National Bipartisan Commission on Central America
ORE | - Office of Special Resources

PKJNAVIPO - Popular Housing Program

j2a%8] - Private Voluntary Organization

REDO -~ MAG's Rural Enterprise Development Office
SDA - Salvadoran Demographic Association

SETEFE - MINPLAN's Technical Secretariat for External Financing
SSE - Small Scale Enterprise

TA - Technical Assistance

TCIP = Trade Credit Investment Program

ucs - Salvadoran Campesino Union

UPD - Popular Democratic Unity

USDA — US Department of Agriculture

WEP - World Food Program





