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PARI' I: P~RN1 SI'R)'.TB3Y' AND OVERVIEW OF PERFOR-IANCE

A. Country Strategy St1!1unary

1. Introduction

Over the past decade, civil conflict, global recession, and earthquake devastation have battered the economic
and social fabric of El Salvauor. The civil conflict that began in 1979 has caused extensive damage to the
infrastructure and has disrupted production. In Jar.uary 1981, L'">e guerrillas had approxilll3.tely 5,000
combatants. By 1983, their force had grovm to over 12,000 soldiers, giVing them a numerical advantage in the
field over the Salvadoran Armed Forces iESAF). The insurgents regularly engaged the ESAF in sustained,
battalion-sized firefights, simultaneously, in several regions of the country. The insurgents could also
effectively carry out urban terrorism cBmpaigns, and leftist front organizations repeatedly disrupted urban
activity with massive strikes and demonstrations.

Since that time, the character of the conflict has c.'1anged considerably, and there has been a dralll3.tic shift
in the relative strength of the cpposing forces. Insurgent troops have decreased to 7,000 while the ESAF
fighting force has grCMl1 to over 50,000 and it is much better trained and equipped than it was in the early
1980's. With rare exceptions, conflicts now take place between platoon-sized units. Although urban
terrorism has been on the rise, the ability of the insurgency to disrupt activity with p1blic de=nstrations
has diminishe~ m~rkedly. Protest marc.'1es that in the past ~uuld attract tens of thousands of people, are
only drawing a fraction of that number n<::M. On January 2, 1980, for eXd.-'llple, the leftists Ill3.ssed 150,000
persons to demonstrate in support of the forlll3.ticn of a leftist alliance, whereas in March 1988 only several
thousand people turned oot to commemorate the anniversary of the death of Archbishop Romero and, indirectly,
protest against the National Assembly elections. Nevertp.eless, it is important to point out that while the
level of conflict has subsided considerably since the early 1980's, insurgency continues and guerrillas
persist in their campaign to destabilize the economy through acts of terrorism and attacks against vital
"infrastructure.

In addition to the political conflict, on the economic front, the prosperous era of the 1970's, with its 5.4%
average annual rate of econ:)mic expansion, did not portenj the depths to which the economy would recede in
the 1980's. Hhile in the midst of financing the war against insurgents, the economy was dealt a severe blow
by the global recessim that began in 1980. Because of this recession, the international prices declined
sharply as did the delll3.Od for Salvadoran manufactured exports. As a result, real Gross DJmestic Product
(GDP) declined by 23% through 1983.

While contending with the twin b.trdens of the war and t."e global recession, the economy suffered yet another
reversal When a massive earthquake struck the capital of San Salvador in October 1986. In additicn to the
human suffering (i.e., 1,500 persons killed, 10,000 persons injured and over 300,000 persons left homeless)
the quake caused approximately $1 billioo in physical damage - much of which affected vital infrastructure



(e.g., rOdds, water systems, the electrical grid) that had to be replaced to restore order and economic
activity in the capital.

In the Inidst of these circuwstances, El Salvador continues to defend itself against insurgents and struggles
to consolidate a civilian-led democra0J. Clearly, substantial, lasting economic and social progress are
vital to the survival of the colmtry's ne\~ democracy. The GOES must move quickly to implement earthquake
reconstruction activities, stimulate production of traditional exports, develop new exports, consolidate the
agrarian reform and improve agricultural productivity.

On the social front, the GOES must continue to addrcess basic hu,aan needs. Access to, and the quality of,
primary (...(jucation must be improved. serious deficiencies in the health services system must be addressed and
housir~ shortages must be eliminated. Development of a stronger local govern,nent system and legislative
branch are critical, and all political parties must oooperate to foster an improved, more equitable judicial
system. Finally, the military must continue to respect the constitutionally-elected government arrl basic
riU.'llan rights of all Salvadorans.

2. i·lission Dev"lop;~ent StrateJY

The goals of the USG economic assistance program to El Salvador remain consistent with the recommendations of
the n'ltional Bipartisan Commission on Central America (tlECCh). Our program see}:s to: (1) stabilize beth a
deteriorating economy, and a fragile social situ"ltion; (2) facilitate structcral adjustments to achieve
rC2ove:y an] sustaiccd econoi11ic grO'~"th; (3) cro3de:1 t1"'~ l")2n-?fits of gTc•.;thj aid (4) strengtherl those
in~titutions that ur.derpin d18 democratic p~ocess_ Tb cchicve e1ese goals, the ~tission is ~Jploying a
tlJQ-track strategj that addresses beth short an.i long-term concerns. The emphasis of Track I (short-term) is
to arrest the economic dovffislide, curtail fur~1er deterioration of essential social services and deal with
the feople displaced bj tloe war. Track II (long-ten4) focusses on bringing abeut sustainable economic
growth. \{e l~lve already initiated activities relative to both tracks a~d we are pursuing the Objectives
sir.lultaneously. Providing tr.at prOJccDs o')ntinues ta",ard nefe~tin:J tb~ cc:nmunist insurgency am tQV.!ard
cOllsolidatirl9 deGccracy, \·:hich is d9ge~ljent on USG assistance levels, vihich currently does not look bright
(especially military assistance), tl:e i·lission anticipates that the short-term phase will last through FY
1990. At that time, long-term activities will take over in full force and guide our efforts through the
Central ADedcan Initiative (ChI) stretch-out period, FY 1992, and beyond.

This dual stratE-gy rests on the assc.;~·:?tion t11at tJ:2 current decline in civil strife will continue. \'lith
hostilities under =ntrol, the altered conditioClS in the country will permit a change in the emphasis of the
program from stop-gap measures designed to support a fragile democracy under siege to a combination of
activities that will pro~ote social reconstruction arrl sustainable ecor~mic growth with equity.
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i) 'ITack I - Shor t-Term

The key components of 'frack I of the strat~1 are a macroeconanic policy dialogue, assista~ce for the
disp10cej, restoration of public services, st~port fo~ the D3:ional plan und earthqu3k~ recovery.

In close association with the ESF cash transfer prcgram, the nission ha.s engaged the GOES in a policy
dialcxJue geClre1 to bring atout tre adjustments needed to stabilize the econoorJ am lay the basis for grCMth.
For the short-term, i.e., FY 1988 ard rY 1989, our r:olicy dialcg\.Oe Hill stress continued application of a
monetarj and fiscal prcgrarn that will decrease inflation w11ile simUltaneously permitting ~~erate growth. It
1,1i 11 include if.1ple",ent"tion of fiscal austeri ty n"asures that will decrease the overall deficit and allow
monetary authorities to prcgrall credit resources to tre private sector ,.,ithout u~due pressures on prices or
the balance of payments. A sanpling of the austerity measures designed to reduce the fiscal deficit are:
(1) pW)lic sector hiring freezes and, tJ tlle extent feasible, a reduction in overall staffing levels; (2)
strict limits on salary increases; (3) an austere capital budget; am (4) imprOVed public sector accounting
for, am control of, eXJ:X'nditures. The short-term prcgram vlill also include steps to increase revenue. In
our dialcgue v/ith the C-oES, we >Iill em~oh<'lsize the ne<?d to establish a IrOre rational set of tax rates, upgrade
accountio'] a:n cuditing systell's to improve tax collection and carry out periodical adjustments in public
utility rates to improve the financial position of tilese utilities.

In our short-term dialogue, we will also encourage the Government to undertake certain structural adjustments
that ,.,ill serve as building blocks for long-term gr~,~h. For example, the Mission will emphasize the
in±Drtance of issuing re~Jlations governing tre oparation of free zenes, finalizing establishment of a dollar
accounts narket, !,-.,ssing a new foreign investr.lent 1m." liberalizing the regUlations governing imr:orts,
improving the operation of the "one-step" export center (CENI'REX) and revise regUlations (e.g., beneficiary
rights am self-management of cooperatives) associated with tile agrarian reform.

In the short-ter~, the USG will continue to under>rrite feeding prograr.s for the dis?laced. This program,
ho>lcver, has taken a necided shift as its f=us no., stresses the reintc"'gration of the displaced population
into society. It ewphasizes per!:13.nently resettling tre displaced, preferably by assisting them to retur.J to
their ho;nes of origin, rot also by making relocation sites available. 'Ib this end, tile Hission will program
dollars and local currency to provide credit for agricultural and microenterprise purposes, agriCUltural
st"rt<>r p3.ckages, and housing I1Bterials to the returnees. In addition, the Mission will continue to lobbly
the GO::5 to provide returnees \-lith access to underutilized or urlused agrarian refonn lands. As tre displaced
leave the te:rporary CaJr,ps established to ac=,Jdate t11e.n until they return either to their place of origin
or to ne',/ l=ettions (a process that bega."l in 1986 am is continuing at an increasiI>] pace), feediI>] and
health programs >Till gradually phase do>m. By the em of c{ 1988, direct A.1.D. foOO assistance >Till no
longer be needed by the displaced, as their numbers will have been reduced and as the substantial World Food
Program will be able to meet fully the residual needs.
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In resfx>nse to the continuing insurgency problem, the !~ssion will continue its efforts to assist the GOES to
replace vital bridges, repair water systems and road net,~rks, and restore the electrical grid. Tb this end,
the Mission will add $17.5 million to the ongoing Public Services Restoration project in FY 1988. This
project will 1:>= amended in IT 1989 to add an additiooal $40 millioo to contin~ public infrastructure
restoration activities through FY 1990. -

The National Plan program is a close complement to Mission efforts to assist the GOES in counteracting the
economic and social problems caused by the conflict. Initiated in 1983, the Plan calls for a coordinated
military-civilian effort to re~ve insurgents from conflictive 7~nes, follovlcd by activities to help local
authorities restore essential services and develop newly secured areas. Using ESF-generated local
currencies, the Government is reestablishing civilian authority in former conflictive zones, financing
sr211-scale infrastructure projects through the Municipalities in Actioo (~~) grant progran, and training
local functionaries 00 the provision of needed services and local revenue generation strategies.
Approxirrntely $18 million equivalent in GOES-owned local currency has been progranuned for these activities in
IT 1928. It is ,mticipated that a similar amount .Jill be progranr,'ed in IT 1989. In IT 1990, the programming
lev-,l ','Ii 11 go d:J'.·m c·:xres[X>nding to un eApected reduction in hostili ties ani the capabili ty of local
gO'lern:~~.--:;=-~t to carry rut p:rojects indepcndc:ltly.

The final element of the short-term strategy is a rapid respense to the reconstruction needs of the
~letrcpolitan San Salvador area follO'ding tl".e October 10, 1986 earthquake that devastated the cilpital. As
noted a]:vve, the qcJake left an estimated 1,500 perso,"s dead, 300,000 hO:i1eless and rore than $1 billion in
d2;:;~g2S. 1~2 progress achieved Q~er the USG's initial e~rthquake assist2nce effort (Earthquake Recovery 
519-0331) appears in Section LB. Bet"e"n new a."1d IT 1990, the Hission \-lill implement a complementary $100
million Earth~Jake Reconstruction project (519-0333). Tnis foll~·~ effort will finfuice the construction of
vital public infrastructure (e.g., markets, roads and bridges), repair da~ge to institutions of higher
educ.'ltion, and continue the process of perm,mently resettling peeple left 1>:.'I[;eless by the quake. Moreover,
it will provide adii tior-al credits to reesteblish s;:\.'111 busir.esses affected by the disaster.

ii) Track II - Long-Term

For the long-teno, the Hission's encroeconomic policy dialOJUe will seek to deepen and expand l:pon the
structural aujl1Sti::2f:t m,"'ltrix est;);,} is1:ed in FY 1980 ani l'-'"{ 1989 to further pror~te self-sustainin] growth~

For e:{a:~12, \','2 \-Jill E.'ngage the G~ISS 0:1 fu:-tl1er liL.-2t"alizsticn of the e:-:C:hanse rate and v:e 1",d 11 pursue other
adjustments in tr..2 financial SE:-etor 5·<.~ch as a decentralization of loan processing arrl a periooic revie'n' and
adjustment of interest rates, so that they iJchieve ar:d rerr.ain at fOsitive, real levels~ In addition, we will
seek a GOES ~mitment to begin to p:ivatize the banki[~ system.

Tb prer:are for the long-range pelicy dialo;ue, t..'1e ;'llssion is =rently developing a series of studies
concerning constraints to grO'dth of the SOlvadoran economy_ The first will evaluate the administratioo and
allocative efficiency of the oountry's fin21.''1cial sector. The second will research methods to improve tax
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collection. A third study, to be financed as a part of O~r Poli~i Analysis, Technical Sur~rt and Training
project (519-0319), is designed to identify the price and non?rice barriers to nontraditional exports in El
Salvador, inclUding the foreign exchange regime and tl~ system of effective protection. The results of these
analyses will provide us wi th a practical, long-ru.'l poliC"j' agenda.

Clearly, a revi talized private sector consti tutes a critical inJredient for achievin3 sustainable economic
growth for the =untry aver the long-term. In assisting the private sector, the US ~1ission has, and will
continue, to stress investment in the production of nontraditional exports (agricultural commodities and
drawback industries in areas like ~earing apparel) to countries outside ~le Central American Oommon K>rket
(CAC1). l\ctivities wYler the Industrial Stabilization project (519-0289), Obligated in 1985 as the first
major '·lission ini tiative regardin:l the private sector, include streaJ:'J.ining tJ,e bureaucratic procedures
associated ~itJ1 exporting, developing an oVerseas ~2rket intelligence net~Drk, and providing credit to
private investors involved in export ac~ivities. Companion GOES local currency resources are financing the
development of a stat~med free trade zone, and a number of A.I.D. dollar-financed pilot efforts to address
the needs of the SOlall rosiness subsector have been undertaken. US; strategy calls for these efforts to
increase in the future. In FY 1988, tl~ Mission will laW1ch a private sector Free Zone Development project
(519-0323) to attract foreign invest~ent, create €Bployment, er~nce foreign exchange earnings and stimulate
consu.",er der.'md for locally mde co!!'H:X!ities. The Privatization of State OWned Enterprises project
(519-0350), scheduled for FY 1989, \~ll furnish the financial and human resources needed by the GOES to
privatize underproductive state-owned holdings that represent a drain on the national treasury, and thereby
complete a comprehensive response to the problems faced by industry.

Tbe sr.ell business subsector will retain its priority in future US; programlning. However, the r·1issioo,
building on lessons learned, ~~ll consolidate manage~ent units to concentrate on those activities tl1at have
proven successful in the past am that hold promise for the future. The technical assistance provided J::y the
International Executive service Corps (lESe) through project (519-0302) will be continued through F"i 1989.
The existing S~,ll and Microenterprise Program (PPOPh·U) (519-0304) will also be extended, W1til 1990. It

.will be follCl.{ed by a small rosiness project that will spread the availability of technical assistance and
credit fran metrqx>litan San Salvador to the rest of the natim. PROPEEI will be the principal inplementing
organization for the follow--on project. FEDD:x:REDlTO will be the vehicle through which a complementary small
business local currency credit line, established in F"i 1988, will be channeled.

Given tJ1e potential of the agricultural sector to lead tJ1e country's economic growtJ1 by expanding employment
opportu.~ities ani increasin3 foreign exchange earnings, the 11ission has refocussed its agriCUltural strategy
to increase productivity a,d production through crop diversification and promotion of nontraditional
exports. By promoting agribusiness development and upgrading the technology transfer system, the strategy
should produce an annual growth rate of 4% in real agricultural GDP, and of 15% in nontraditional exports.
The initial coIIqXll1ents of the revised agricultural strategy are already in place. The Water Kanagement
project (519-0303), obligated in F"i 1985, is providing on-farm infrastructure to produce high value,
nontraditional exports, especially fruits and vegetables. The Agribusiness Development project, obligated
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late in FY 1987, will furnish resources for farmers and entrepreneurs to engage in the production and
processing of nontraditional comrrodities. A FY 1988 amendment to this project will add a research and
technology transfer comp::ment. Another element of the export-Driented agricultural strategy will be a
Ca.Th"~rcial Farming project (519-0351), planned for FY 1990, that will link successful agrarian reform coops
and individUcCll farll1S to colmnodi ty processing enterprises producing goods for export.

Complementing these efforts, the GOES will allocate additional local currency resources for the reactivation
of the eastern region, and create additional credit lines to reactivate the country's central zone.

Wit~ the termination of the Agrarian Reform Sector Suppcrt and ~~rarian Reform Credit projects in fY 1988,
the [-Iission' s assistance to the agrarian reform l:enefi..::iaries will take a decided shift to coincide wi th our
agricultural diversification strategy. Credit resources available under the Agrarian Reform Financing
project (519-0307), complemented by the technical assistance to be offered to Reform Coops under the FY 1990
Cownercial Farming project (519-0351), will help to increase prQluctivity of lands redistributed. However,
given its importance, we will als::> continue to folla.• the land distribution question, through a local
cv.rrenc...y fi:l2nCm OlT.anj Ban]:,:" activity an...] throu3h p.Jlicy dialoJue. I'Jcvertheless, with our emphasis on
incre.1scd div(..'rsification ulld pro.iI1,:::-Licn unj prcd.L~2tivi;:y, for 0xport, as evidenced. 'tJ'.,J our Hater r·1ann92ment,
Agril-::',Jsiness Devclo~rr.;ant a.Tlj Cc::-;.-;:t2'~ci~l :F'.::lnrdng pr-.:j;2Cts, \"H~ CAf0Ct tl12 ·L-:~:siefici3.ries of the agrarian reform
efforts to participate directly in agricultural groy~h efforts of the future.

nlere will also l:e shifts in the configuration of USG assistance in aChieving the tlBCCA goal of spre<:lding the
een2fits of gro\'ltl1. In volW1tary faldly plan..rdn;J, for eX3rrple, the r-tission \":ill rrove from supporting roth
privclte and pL0lic institutions proEDtiri3 fa:nily plarnir:g s3rvices, to a. greater reliar.ce en suppertin] the
private sector. To this end, the Private Sector Family Plalll1ing Initiatives project, a three-year effort
with life of project funding estimated at $9 million, will be authorized in FY 1989. For health and health
services support, the tlission's strategy will continue to ITDve from curative to preventive programs, and
incn,c;sed ccst-recovery by tr.a r·linistry of Health. I'lith tr.e o~ligation of the APSISA project (519-0308) in
FY 1986, the !'1ission bas alr2~'~dy [>2gLn to lay the tasis for preventive h':::3.1th pr~rar.l3, ·...nile continuing
US7\II) SU~)r:,Qrt for the purcms2 cf ph:..rJ712.ceuticals 2.nj ITl2cical sUPI?lies th~ough FY 1990. A new pr-oj~ct in FY
1990, Private S2ctor Health Cctre (519-0999), will co:1tinue to s""k '-Jays to reduce recurrent costs to the
pUbl ic sector through support for pri va te sector solutiors for nle2ting tha health care needs of industrial
workers.

In ~3ucation, the ~lission will continue to suppo~t pri"ary school infrast~ueture restoration and development
for t12 sl--.ort-term, but all De-.v efforts w"ill b.;; di:-eci:,'.:d to the quality of educational am vcx:;ational
instruction related to the ccuntry's ne,I, e':p()rt-d~iv-=a e-ecnomic m:xlel and the introduction of lIDre-efficient
primary education m:xlels. A key elenent of this n",'" e:cphasis was put into place in IT 1987 with the
obligation of tIle Training for eo",.::etiveness and P:cx1uctivi ty project (FE?ADE) (519-0315). This project will
l:e 2J'2r.dErl in FY 1990 to p:rovide a ted::oica1 trabing loan fund for quali fied students and resources to
upgrade the facilities of ted~~ical LCai~ing insticutiors at the secondary sChool level. In addition, the
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Hission is ~10rldn:J with FEPADE a,.rl the l-linistry of Educaticn to upgrade the quality of CIVIC instruction as a
part of a curriculum revision effort under the Education System Revitalization project. A third element of
the long-terw .strategy will te a Rural ~dio Education project, planned for FY 1990, that will improve, in a
OJst efficient Ix"nner, the q~ality of instruction for approxir.ately 1.2 million elementary sd100l children,
inc1udin:J SO)ll<~ 400,000 children without access to foreal schooling.

Finally, strengthenin:J El Salvador's nascent derrocracy will be a very important part of the Mission's
long-term strategy. Our efforts are designed to enhance tre capebilit>' and effectiveness of the public
lxxlies that form the core of the d"''''ocratic process. The program ms, a'1d will continue, to direct resources
to l ..pgr.:lde the quality of the jUclicial process, the free labor llOvenoent, ard representative government. The
chief vehicle for upgrading the jUdiciary is the Judicial Reform project (519-0296). Begun in 1985, the
project has been instrumental in drafting legislatioo to revise the penal and civil codes. It has also
helped the courts improve the epplication of justice through the creation of rocdel courts, improvements in
court ad:ninistration, an:] the establishIc'ent of the Special Investigative and Forensic Units. In FY 1983,
USAID will extend b~e project for two years a~ increase funding to continue activities into FY 1990 to
overcone proble,,-s the LeoJislative Revisory COwmission has had in securing reform pro;x>sals acted upon by the
Assembly. The Amendment will incorporate additional educational!infornative programs with Assembly members,
as well as expam the composition of the Commissioo to include representatives of the private sector am the
Assembly.

Through dollar financing to the Alnerican Institute for Free Labor J)evelopr.,ent (AlFlD), the USG will oontinue
to orovide assistance to farm H:>r}:er orga."1iz3tions arrl urban trade unions to develcp their institutional
cap,bilities. A new grant project, slated for FY 1989, will carry this sUFPOrt through the CAl stretch-out
period. This project will include activities to stimulate joint government, private industry and labor
COllaboration in the development of a new labor code, and financing for studies that labor can use to improve
its oollective bargaining position with r.anagement.

Finally, by drawing upon existing prograws such as b~e Central A"e~iCfu' Peace Scholarships (CAPS), the
National Plan and the regional Assembly Strengthening project, the i-lission has helped to further GOES efforts
to strengthen representative government. Local Government an:J tational Assembly officials have received
administrative an:] managerial skills trainin:J to improve t.!',cir performaJoce. These trainin:J activities, as
well as suppo~t for election observers, will continue in FY 1989-1990. Additional assistance will also be
provided to strengthen the r<ational Assembly's capability to discharge its reponsibilities for the oversight
a~ investigation of White-collar crime.
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B. Overview of Progress and Critical Issues

1. Fconomic and SOcial Stabilization.

This goal has been, and will remain, the f=al point of the I'Jssion's short-term strategy. By using a
combination of tIle FSF cash transfer program am ESE' l=al currency funded activities, toth supported by a
continuing policy dialogue with U,e GOES on issues of econanic reform, we will continue our efforts to
stabilize tl~ economic arn s=ial situation and e3tabli~1 the conditions necessary for long-term growth. To
achieve this goal, the pussion has and will continue to concentrate on three objectives.

a) Stabilize Fi~,ncial Structures. During the 198Os, El Salvador has experienced continuing problems in its
baLmce of {Xly!r.ents. The w"r, a continuing loss in its competitive position with respect to other producing
countries, a slul<,'" in tIle wo.:ld prices of cormrcdity exports, and the recent devastating earthquake have
causeu exr:orts in 1987 to fall t.o 2.tOllt [-:3.1£ of th'2ir 1980 vu.lue~ Ir.1fOt'ts on the other hand, have remained
at th2ir 1980 level sustaiLal b.! a 111 1J11 doraestic de;:~nd fueled OJ contir-.uin] pllblic sector deficits. Flows
of P.lCo,Jiu:n and long-term OOn1<ing c3pit;1 luve fallen sh3.rply sir.ce 1980 due to unsettled conditions in "":>rId
finuncial lfl'J.rkets and to politic.'11 unrest in the Central AmericaI') rt:.."gion.

As noted atove, a policy dialogue has accomp3nied the C3.sh transfer program and has attempted to bring al:x:>ut
adjus~r""ilts to stabilize the cconomy am to lay the ground'.Jorl; for sustained economic gro"'th. For example,
the r..o1icy dialcgu2 for the F'Y 1986 ESP PrGjr~":'I achieved a unified exchange rate system, and substantial
chan']"" in tile tax structure. Tr.e policy dialcgue a<isociated with tl~ rY 1987 £SF Program achieved a
monetary program to control inflation, fiscal discipline, including increased rates for public utilities, and
the introduction of a system of dollar accounts.

Policy dialcg1.2e sUpfXJr't0d by b3..1ance-of-r::=YT:~2:its<JSSistCiDce will continue to play an inT--Ortant role in FY
19Ex'3 am FY 1989~ J:11:c lS33 [.Dlicy di21cgu2 h25 rc:s',~l.ted in a c0:1tinuaticn of the GOES' stabilization effort,
us evidenced Ly the inclusion of a strict I:Dnctary arx:1 credit prcgra.r.1 in its 1988 E.::.vnomic Plan. The
monetary anI credit program will be assiste:l by a Dumber of actions designed to Lnprove fiscal performance in
1988 such 2.S an ir.:proveJ rote and tariff structure in p3.rastatal enterprises, ~·"id ex~~nditure restraint on
the p_3rt of th(:; Central Govcrr:~T..ent.~ \'iitJ1 respect to cCCln.:::nic reac~ivaticn, the ;·Hssion has negotiated a set
of i[i,:>CJ.SU:::-'2S tlt::.t 2re ir:"0Cyctc.nt to t.J:2 gro\·rth and dcvelc~r,:2:1t of tJie ncntradi tional eXp2lrt sector I such as::
the eX[XlEsiQ.'1 of U;'2 s)rst<:;8 of dollar accounts; i:.:::ort. lib2ralizationi ti'.e passage of the foreign investiuent
la",: the full LnpleC1entation of the free wnes regulations: and, the full operation of t..'le one-stop export
documentatial center, ~NTREX. In addition, we have been successful in negotiating a 17% increase in the
allocation of GOSS-o'NOed local currency to t.."e private sector credit liDes.

b} c'Z:-"-\:"1!"n ~d Ir-.p:-ove Infrastruct";.jre~ ESE' resourc:.;;s su::-port tl-:e GeES efforts to keep vital infrastructure
~~ seLvices operating in ihe oidst of guerrilla attacks. Since ir.plementation began in FY 1982, the Public
services Restoraticn project (519-0279) has assisted a variety of entities. For example, it has helped the

f f

8 -

, • •



Ministry of Public Works to repair 95 bridges and build 35 te;rrporary bridges. In 1987 alone, assistance
finzlnced the rep3ir of eight bridges and the construction of ten temporary bridges on the Pan American and
Coastal Ilig11'~Ys. It has also helped tl1e National Electricity Authority to carry out 2,402 repair missions,
514 during 1987. TIle project's r~licopter services and stocks of key oocponents have, moreover, reduced
repair ti~e.

Fiscal Year 1987 funding for the National Plan, a key activity in the Mission's strategy to restore
infrastructure, aEOunted to $10.1 million equivalent. D'Jring 1987, the infusion of funds to local
municifBlities for ~ergency urn restoration projects has stimulated an upsurge in developTent activity, and
the [·:unicip3li ties in i'.ctim (t·lEA) Prograo:l has beCCIre a key eler.'ent of the 1988 strategy. Unjer this program
municipalities receive grant funds to implement community improvenent projects they have designed. In 1988,
tl1e HEA will account for alrost all projects and funding in National Plan areas, and financing will be $18.1
million equivalent.

An issue that must be resolved concerning t..'1e National Plan, lG"ever, is the serious financial renagement
deficiencies of the ~ational ctmu~ission for tre R£storation of Areas (CO~~~). Reacting quickly to a grave
situation, the r·lission and the ne\4 CQ.'<ARA. leadership are ;.,arking on a joint effort to upgrade t..'1e
ctmu'l1issicn's accounting am financial controls capability. Professional fina.'lcial moni toring technical
assistance is currently in place and is carrying out a thorough review of all documentation before the OONARA
director authorizes payment. Also, CONARA' s financial system is being completely overhauled and wi thin four
months the Commission \-1ill rave in place a co"'Plete ne...' set of accounting and monetary control procedures and
manuals that conform to professi~1al, international standards for public sector financial ~>nagement.

In addition to the "~r-related infrastructure development efforts, the Mission ccntinues to assist in
replacing infrastructure destroyeJ by the October 10, 19R6 e3.rthquake that devastated the capital of San
~alvador. To,e LSF-fi~zncej $50 ~illion Earthq~ak2 Recovery project (519-0331), initiated shortly after the
quake in early IT IS87, has provided credit to rrcre tha.'1 5,900 f",,,ilies to rebuild their homes and to 2,300

'persons to reestablisll tl1eir business fir~s. In addition, it llas fUDlished 35,000 families with building
materials to erect temporary quarters, assisted in excess of 1,200 families to move to more l1abitable living
sites, aided in the construction of 724 school classrOOl'lS, and imple:nented several s=e of temporary
hospital works inclUding operating rooms, clinics, nurkets and h-arel1()USes. The project also financed the
re5tor~tion of basic life se~vices (e.g., h3ter, electricity and s~w2rage) in the city and helped construct
more th~'l 60 temporary buildings for gover~"ent offices arn ra30ved 114,000 cubic meters of rubhle, a process
tllat generated approximately 900,000 person-days cf hDrk, \.mich enabled san Salvador to "reopen" in
relatively short order. The GOES and the i~issicn currently are concluding these recovery construction
activities, liquidating accounts under the Earthquake Recovery project, and proceeding with implementing the
Earthquake Reconstruction project (519-0333), fur1ded with $75 million fram IT 1987 supplemental resources.
An additional $25 million is being programmed for this latter initiative in IT 1988.
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I'le are also helping the GOES to attract other donors to IErticipate in the re=nstruction effort. 'It1e W:>rld
Bank has recently signed a loan agreement for $65 million for earthquake reconstruction. It is anticipe-,ted
that this loan will become effective by mid-year 1988, after the GOES meets a number of conditions, such as
the estahlishment of a Directorate General of Earthquake Reconstruction. The Japanese will also be
supporting reconstruction efforts, channelling a $10 million grant through the l'klrld Dank. In addition, the
French, Italian, \'lest German, and Canadian governments, aId tP,e Inter-.'\merican Develc:pment Bank, are planning
considerahle contributions.

c) Assist Displaced Persons. An estimated 230,000 people remain displaced internally by the conflict that
began in 1980. The l1ission has furnished foo::l and temporary employment and otherlo/ise provided for the basic
health and shelter needs of these people. 'It1e Health and Jobs for Displaced Families project (519-0281) and
PI. 480 resources mve financed an estim"ted average,l of 12,000 tel'[JOJ:.ary jobs per mnth since 1985 am
provided daily foo::l rations for appr0ximate1y ISO,OOO person" ill 1987. 'l'his Litter 1iwql~r is down from an
average of 255,000 in 1986, an indication of the sUccess of the programs to help displaced persons return to
their homes of origin or otherwise become integrated into the society in new locations.

2. LDng-Term Growth.

The ;.lission is pursuing its secon.:! goal, to accelerate economic growth and diversify prcxiuction, through
policy dialogue combined with an ESF [Blanca-of-Payments program, projects funded by Develc:pment Assistance
(1:1'\), and local currency efforts financed by ESF, PI. 480 Title I and section 416 generations. 'It1ese
resources finance key activities such as: 1) increasing agriCUltural diversification and productivity; 2)
developing the private sector; and 3) promoting nontraditional exports.

a) Increase AgriCUltural Production. As i~iicated in Section I.A, the Mission is refocussing its
agricultural strategy to increase productivity through crop diversification and the promotion of
nontraditional exports. A.I.D. took the first steps to refocus its agriCUltural strateqf in FY 1985 with the
signing of the \·o'ater ~lanage!TIent project (519-0303), which furnishes on-fan, infrastructure to produce
high-vulue, nO:ltrz-tditicl1.31 e;.::[X)rt Cfl)PS: fruits, V2'jetables, aOO ornanentals. Of the ten irrig3tion projects
for \·.~lich credits V.'ere pl-ovided, five: rave tegWl cperdtions, exp:orting Pl:CA]ucts valued at !lore than $0.5
million in 1987/1988. h'hen all t81 are fully functioning, approximately 450 hectares will be woder irrigated
cultivation and e~rnings will total an estimated $2.5 million per year in hard currency. A new project,
Agribusiness Develor~ent (519-0327), obligated late in FY 1987, provides resources for farmers and
entreprenuers to engage in d,e processing a~d export marketing of nontraditional commodities. Conditions
precedent to disburse",ent have J:cen rr.2t, an.:! the off-sr.ore dollar lending facili ty (Trust Fund) has been
established. \'1ith the dollar facility in place, backlCSged credit applications \,all begin to IIDve and the
pace of inplementation will quicken.

Agrarian Reform has, of course, been the centerpiece of d,e Hission's agricultural program since the early
1980' s. Ivnile the program has rrade advances, it has not bee.~ an unqualified success. To be sure, Phases I
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on~ III of the reform have benefitted 25.8% of the rural population ~. providing ownership of 23% of the lane·
in agricultural productiol. Family inco:nes for pe09le dire2tly participating in the reform have also
improved. Available data d~~nstrate that Phase I and Phase III beneficiaries have incomes tl1at are more
Ulan 20% higher u1an the wide Majority of rural inhabitants. Finally, land reform has had a notable social
impact. It is a direct contriboting factor to the imprOVed political stability evident in tile country today
as compared to the early 1980' s.

The area in which the reform ras not succeeded concerns c'l1ticipated production increases, especially with
regard to Phase 1. Phase III beneficiaries have increased producticn of basic grains by trOre t.>um 60% 
production of nontraditional =rrcro:1ities has risen by 38%. Ha.-Iever, on Phase I cooperatives, over 35% of the
land is idle or underutilizc~ and productia1 levels for all basic grai~s and SO~ export co~nodities (coffee
and cotton) have fallen significantly. Never tileless , to date 14 reform =ps have been linked to
agricultural com,nodity processors \~ith access to international m3rkets -- these coops are furnishi..., fresh
produce for Quality Foods. The Bissio' will expand this effort of linking reform coops to m:>rkots through
the teclmical Flssistance efforts to be prOVided by Technoserve and CLUSA.

l'hUe direct firancial sURJOrt to the agrarian reform will decrease significantly in IT 1988 (the only
cngoing project being Agraria, Reform Financing), the Mission will continue to seek GOES agreement to a
number of policy issues key to roth the success of the reform a~d increased agricultural production. Using
multiple policy diolQ:jue cpportunities (e.g., IT 1988 fSF program and local currency negotiations for
financing the Land Bank), USAID will lobby for improVed beneficiary rights; an increase in the number of
members of existing cooperatives; the elimination of state oo-~anagement of reform coops; and, the transfer
of abandoned and s~~i-abandcned coops to Flt~TA for parcelization to snaIl farmers.

(b) Strengthen the Private Sector and Pro~te EhJ?Orts. Clearly, a revitalized private sector is a critical
ingredient for achieving sustainahle economic growth. The pjssion has addressej this issue in multiple
ways. First, we have collabxated with the Salvadoran private sector to establish institutional mechanisms

_ to more efficiently oOlocel invcst~ents. A notable achievement, in tl1is ccntext, has been the creation of
the Salvadoran Foundatia1 for Econc~ic and Social ~velC?~ent (FUSADES). In four years, FUSf\DES has evolved
from a fledging institution to an organization that is playing a major role in our efforts to educate the
private sector and that is currently implementing a diverse portfolio in excess of $60 million. Its Export
Invest.ment and Prorrotion Program (PRIDEX) has already demonstrated results in generating employment and
investment. While FUSAD"'uS must ccntinue to make organiz9.tional improvements, particularly with regard to
financial self-sufficiency, it S~IS strong indications of progress t~drd becoming a solid, high quality
development vehicle. The Export and Invc3tment D=velq:m~ent Committee (OJDEXI), a joint public sector-private
sector body established in September 1986, has been instrumental in reducing constraints to investment for
export, pronoting exports and generating the beginnings of cocperaticn between the t= sectors en the issue
of expanding exports. Finally, the creation in 1987, by the GOES of CENI'REX, a one-stop center for export
documentation, is reduci..., the bureaucratic inpediments to participaticn in overseas markets.
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OUr private sector effort has also demonstrated modest progress in concrete economic terms. Tb date, PRIDEX
has generated over 5,000 new jobs, resulted in over $16.6 million in foreign exch'mge earnings, and helped
brinJ ;~lY.JIJt ulTlDst $5 mi lli()fl in Ilelv iIlvestI:"ti~nt.

Finally, the USC's pcivate sectoe pr03ra.:n hJ:3 b~cn i!j.S~JlJrn'?:It,.11 in €i:fUn..ling tile base of ~uIJ1.X)rt for the free
enterprise system, by helping the private sector playa more positive role in reactivating the economy and by
projecting that image to the populace. The Economic and Social Studies DepartJnent (DEES) of FUSADES is
carrying out macro-economic and sectoral research relative to diversification of the export base and
penetration of "orld markets, and, the Association Strengthening Program (FORrAS) of FUSADES has furnished
valuable technical assistance to business associations and their constituent groups on export promotion and
investrr.ent.

While these advances are significant, there are still a variety of issues to be resolved. The public
sector-private sector depolarization process must be continUed am accelerated. RegUlations for the Export
Promotion La\~ must be promulg:lted and a new Investment Law must be passed. Export promotion efforts must be
incre:lsed and the GOES must tum attention to privatizing state~led holdings.

3. Spreading Ule Beneh ts of Grodth.

Tb help U1e GOES satisfy basic hwnan needs and in keeping with N&"CA recommendations, the mssion sUfPOrts
rr"'rginal co;;muni ty and low-incom= housing development, health and fam ly planning services, am education and
training ~portunities. As noted in Section I.A, teN/ever, while support for the majority of these sectors
will continue, there will be shifts in the configuration of USG assistance.

a) Increase Access to Voluntary Family Planning. The nission pursues its objective in Family Planning by
sU:'f'CrtitlJ EJ. S:llvador' s efforts to e"t,,,oj voluntary family planning services. These efforts rely mainly on
eX[Brxlir:g contrace9tive use arld increasing overall couple years of protection (CYP). The strategy to achieve
~his objective emplo£s private (Salvadorill1 De~raphic Association) a~ public institutions in a
complementary fashion to prolIDoe family plarming services in toth the rural and urban areas. Initiated in
1983, this approach has enjoyed considerable success. Through FY 1987, the Salvadoran Demographic
Association project (519-0275) a2hieved over 90,000 CYT. In L~e public sector, U&;IO assistance under the
Populatio1 Dynamics project (519-0210) increased ClT from 320,000 in 1985 to 355,000 in 1987.

b) Im?rove Health and Health services. 'The llission has assisted the GOES to maintain a curative health
program in tLe face of a prolon'Jed ecor'.omic slurrp and the ravages of war. Since 1983, the Health Systems
Revitalization project (519-0291) hos supported gover~"ent efforts to maintain existing levels of health care
am e",,,rgency s2rvices by meetir.g tho n'2eds of the ,-liniscry of Health (~Dll) for essential gcods and
servic2s. TIlrocgh F'l 1987, this prcjcct 1~s procur0j in e~cess of S15 million in pl1armaceuticals a~d

provided $6 Clillio... to purcmse essential medical equipment c.n:l SlJp2lies. In addition, project resources
have been used to train 60 M:1i employees in new fiJarmaceutical management procedures, paralleling efforts to
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l1D'lernize the drug and medicine procurement and supply system. Over 40 ~j)H personnel were trained in
improved laooratory diagnosis of ".",laria ard IOClre than 31,000 houses (98% of the target) were sprayed for
ITDsquitos. As a result, the incidence of r.B.laria declined by 46% between 1986 and 1987. The Health and Jobs
for Displace'J Persons project (519-0281) has furnished basic health care for individuals forced to relocate
because of the civil strife. L\lring the first nine IOClnt.l1s of 1987 it had given services to patients who made
225,000 visits to health clinics. Finally, a number of small, yet iqx:>rtant projects (e.g., Assistance to
Civilian Amputees), provide medical eh?8rtise a~d prostheses to civilian war victims.

As irdicated in Section LA, thO! 10!1g-term i'lissicn health strategy is to shift from curative to preventive
pro;Jrams. The initial step in this process began tJrrough the Health Systems Support project (APSISA)
(519-0308), which is supporting GOES efforts to exterd basic health coverage to the urban am rural poor.

c) Reduce Infant and Child ~brtality. In spite of prolonged civil conflict, the health status of the
Salvadoran popUlation has not declined during the 1980' s, and in fact, notable irrprove",ents have been made,
particularly in the area of Child survival. As a result of a sustained GOES co~~itment to iw~rtant

interventions, such as immunizaticn campaigns, the incidence of infectous diseases aIOClng children has
declined significantly in recent years. Fbr example, the number of reported cases of measles dropped from
223 per 100,000 in 1979 to 120 per 100,000 in 1984 am the number of reported cases of polio declines from 52
cases in 1981 to 19 in 1984 (the last reporting year). Immunization rates for these diseases have continued
to increase in tm 1983 to 1986 period; iri'1:1unization rates for measles have increased fro:n 46% to 76%, am
the annual percentage of children tmder the age of one fully irnmu~ized for polio increased from 20% to 60%.

The ~Iission has played an inportant sUPP'::>rtive role in the GOES' child survival program. Urder the Health
Systems Vitalization and Health Systems SUpport projects, USAID financing has enabled the GOES to purchase
and install cold chain eqclipment, critical to keeping the vaccines safe am effective, purchased syringes and
other redical supplies used in the national immunization campaigns, and financed lo;Jistical sUH'Ort,
inclUding vehicles ard fuel, to achieve the impressive gains in immunization rates. In addition, the USAID
-has financed a mass media program focussing on child survival interventions (e.g., ORS) and provided
institutional support to the Center for Maternal Lactaticn to pronote breastfeeding am inproved maternal
child health nutritional practices.

Finally, the Comr:nmity Based Rural Development pro;Jram, imple,nented by the Save the Children Fbtmdation, has
contributed to inproved child health through environmental sanitation (e.g., potable water) am directed
health interventions (e.g., training of nothers in child protective behavior).

d) Inprove Housing. The Mission's primary concern in the musing sector is to address the post earthquake
shelter needs, A.LD. channeled $30 million from the Earthquake Recovery project (519-0331) into credit for
temporary shelter, housing repair, and reconstruction and relocation activities that have benefitted 225,000
people. The recently authorized $75 million Earthquake Reconstruction project (519-0333) will provide $37
millicn to finance permanent repair am new housing for close to 60,000 pecple whose lx:Jnes were severely
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dama.gcd or lost in the earthquake. In adniti=, C-DES--QIo,ned local currencies have teen used in the
Goverrment 's Social Housing Program (PRONAVIPO) to construct 1,400 ION inCXJll1e shelter units. local
currencies have also financed the installaticn of water systems for 2,700 families in 50 communities
throughout the country.

e) Improve Educational Q:1portunities. The Mission seeks to restore and improve access to primary
education. Urrler the Education Systems Revitalization project (519-0295), the USG has helped the Ministry of
Dlucation: construct and rehabilitate over 600 rural classrooms tenefitting 48,000 primary school students;
furnish rural primary classrooms with desks, bookcases and other essential furniture; conduct preventive
maintenance training for 800 school communities; and, provide three /·tinistry of Education regional offices
with school maintenance equipment. As noted in Section I. A, while attenticn to primary school
infrastructure will continue with tile revitalization project for the srDrt-term, tcginning in FY 88 our
Education portfolio shifted its emphasis to the upgrading of vcx::ational instructicn related to the =untry's
new, export driven economic model. Tb this end, the Training for ~titiveness and Productivity project,
after only a ver:! short period of implementation, has established four occupational labor management
education advisory committees (electricity, masonry, industrial sewing and auto med~nics), developed seven
competency based curriculum guides, completed tI..o job training needs surveys, and conducted three courses
attended by over 100 private sector executives and mnagers on training systems for increased productivity.
In addition, the project has carried out six courses in electricity, l!ldsonry, and industrial sewing, whim
have produced 50 certified graduates.

f) Increase Participant Training. The Central A~crican Peace Scholarships (CAPS) program (519-0337)
promotes the development of El Salvador by exposing potential leaders to U.S. institutions and democratic
values ill1d by increasing educational opportunities for disadvantaged groups. It also counters the impact of
tl", So'/iet bloc's scholarships. Bet~le2n 1985 arld 1989, 2,40J SaI\'advrans >Jill have received training in the
U.s. A.I.D. has progrill:iill2d $5.5 million a.nd $7 million respectively for FY 1988 and FY 1989 for CAPs. In
addition to CAPS, the I1issial fwods project-related trainir~ in the U.S. and third countries. In FY 1987,
fOO participants benefitted. This training will continue to be a part of our long-term strategy.

4. Str2~gtllening D2~ratic Institutions. The Mission strives to strengthen El Salvador's democratic
insti t:.utio~s by e:-:1uncing Hie c2pa.bili ty of the jUdicial S'lstEi:l, i:nproving the electoral process, supporting
the fr~e labor I!Dvement, and reinforcing representative goverr~8nt, maki~ it more responsible to the
population.

a) JUdicial Reform. Under the Judicial Reform prvject (519-0296), we are assisting the GOES to improve the
administrative, tec~~ical, and leJal perform3nce of its cri~inal justice system. Assistance to the Revisory
Co~sis5ion f0r Salvadcran ~~islation cor~titutes a rajor oo~vOnent of the project. This Co~~~ission is
proposirg changes in sum areas as the rules of evidence and criminal procedures, and legislative reforms to
improve the functioning of the courts, such as establish;nent of a jUdicial career system. Since inception of
the project in 1985, the Conunission has completed analyses of the penal and civil codes and has submitted
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draft legislation to the congress to revise the legal b~sis of the judiciary system. A lingering problem has
been the in?..bili ty of the Revisory Ccounissicn to get its legislative proposals introduced into the
Legislature and subsequently acted upon. The ame:1dment to the Judicial Reform project, currently in
preparation, will address this impediment.

The project also has helped establish a Special Investigative Unit and a Forensic Unit to provide courts with
the evidence and testim::my nee3ed to apply the la\. at'..:1 impart justice. The jUdicial ad-:tinistration and
trainin:J component of t."e project has supported trainin:J programs and equip:nent to improve the efficiency of
court administration and improve the capabilities of judicial personnel. Four model courts am three law
libraries have also been established.

b) Strengthen taror organizations. With prior-year assistan.ce, AIFLD helped develop farm \',Orker
organizations and Sl.'pp.:>rted their role in irnple:nentir~J the agrarian reform program. The more recent AIFLD
project (519-0321) continues support to the rural union movement and provides greater support to democratic
urban trade unions through developmental, administrative and institution-building activities. 1b date, this
project has financed 350 seminars on unionism and cooperative organization (attended by nore than 12,000
members) and established a skills training center for the construction industry. Also, several pa1"ticipating
unions (e.g., USC, mr and ACOPAI) are sponsoring continous literacy programs that have an average attendance
of 1, 500 persons per year.

c) Reinforce Representative Government. 'Ihrough the National Plan, the CAPS program, and regional funding
made availahle to assist the Legislature, mayors, other local leaders, am congressmen, have received
training in skills necessary to improve the effectiveness with Which they discrarge their responsibilities
arYl their responsiveness to constituency concerrs. TP2:0'-'9h early Ci 1988, over 200 mayors and a'1 equal
nudber of other municipal officials (e.g., local treasurers, recorders, a'1d pl~,ers) llave received training
on the "".:nicipal code, project design am implementation, running a "to\m meeting" and other administrative
skills. In 19B7, municipalities carried out over 200 community improvement projects, and commensurate with
their increased capahilities, the GOES has programmed the equivalent of $18.1 million in local currency to

.continue the Municipalities in Action grant program administered by CCNAAA. Problems in financial control
syster.'s of aXlAAA, uncovered during the IT 1987, are =rently bein:J resolved, thereby permitting a
continuation of this very important meallS for reinforcing municipal autonomy.

Congressmen have also received specialized training in pUblic administration, and ongoing efforts are
directed to the preparation of an annotated constitution. LaIrages sustained in the OCtober 1986 earthquake
to many of the Assembly's buildings did, however, delay \',Ork 01 the establishment of a data· and information
center; a contingency plan has now been developed and efforts to establish this information center are
proceeding.

d) Election Support. The Mission assisted the GOFS in the 1984 and 1985 elections by helping to develq> an
electoral registry system am arranging for international observers to view the electioo process. The GOFS
has revised and updated the registry and developed a laminated voter card for the upcoming elections. In
addition, we supported the participation of international observers in the municipal elections of March 1988
and we will do the same for the presidential elections in 1989.
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c. Matrix of Goals, Objectives and Problem Areas

O~IVES GOALS POOElI:H1 ARFAS
Stabil- Reforms Spreading DeJro- Income Hunger Health Educa- Popula-
zation Growth Benefits cracy tiro tion

L Increase Agricultural Production X X X

2. Strengthen the Private Sector X X

3. Stabilize Financial Structures X X

5. PrOll'Ote Exports X X

7. Exparrl and Improve the Infrastructure X X

8. Incre'3.se Access to Voluntary Family
Planning services X X X

9. Improve Health and Health Services X X X

10. Reduce Infant and Child ~brtality X X X

11. Improve Housing X

12. Improve Educational OpfDrtunities X X

13. Increase Participant Training X X

14. Strengthen Democratic Institutions X

15. Assist Displaced Persons X X X
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A. Plans by Goal and Objective
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3. ACIUAL VS. PLANNED lICO:t-lPLImlENTS ill EY-1987 AND EARLY EY-l988

1987 economic program with targets and instruments
in place.

status: In place on 6/1/87.

Constitute Economic Committee Technical Staff.

Status: In place durin::l 1987.

- Targets for nontraditional exports set.

Status: Set in the 1987 Plan at 16% increase over the 1986 level.

First quarter review of 1987 economic program.

Status: Program was not in place during 20.

Increase CEL rates by at least *O.05/kwh.

Status: Rates were increased during 10 EY 1988 and yielded a 35% increase in revenues.
Rates were also increased for .I\Nm and CEPA.

- Form Refinancing/Recapitalization Commission.

Status: Established for the oriente and new
being extended to the Central Region•

- Negotiation of IBRD earthquake recovery loan.

Status: A $65 millicn loan was signed in November, 1988.

- Attain an exchange rate of 7.00/$1.00.

Status: Not achieved durin:J 1~87; however a flexible rate dollar accounts market was
insti tuted in 1987.
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2Q FY87

2Q FY87

2Q FY87

2Q FY87

2Q FY87
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3Q FY87



Boost interest rates by 3 percentage points.

Status: Interest rates were la~ered by 2 perce~tage points due to a Presidential
executive order. By 1990 we expect interest rates to be positive in real terms.

--- Eliminate import prohibitions.

Status: Prohibitions and prior import
deposits relaxed in 2088.

UP Standby.

Status: No program in place. This was an unrealistic expectatiCl1.

Second quarter review of 1987 economic program.

Status: GOES conducted an evaluaticn in August
and september 1987.

CAESS coI~nsation negotiated.

Status: Still under consideration. The Government has not yet asked the Supreme
Court for a clarification of its last decision en the case.

3Q FY87

3Q FY87

3Q FY87

3Q FY87

3Q FY87

-- Coffee marketirg privatized. 3Q FY87

Status: A bill was presented, rut vetoed by the President. '!his will be included in
the 1989-90 Action Plan for 3Q1990.

1988 economic program established. 4Q FY87

Status: Established during 2088.

Investment Promotion Law.

Status: A revised version has been drafted and will te included as a planned
accomplishrr~nt for the 1989-90 Action Plan.
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Introeuce floating rate monetary stabilization bond.

Status: No SUD'"> instrument has been approved.

ClIESS compensation paid.

Status: Still under negotiations.

Third quarter review of 1987 economic program.

Status: GOES published OCtober and Nove:riber evaluations.

Regular and timely p.1blication of Economic information.

Status: The flew of inforrratioo has imprOVed. The Hissic:n is able to make periodic
reviews of eeonanic performance under the GOES economic plans.

Review and revise 1988 economic program.

Status: A Mission review of the GOES 1988 Plan has taken place. A PAAD review will
take place in Washingtoo in April 1988.

4. KEY POLICY DIAID3UE AcrIONS AND CClIDITIOOALITIES PllINNED FOR 1\CI'ICN PLAN PERIOD

Improve the efficiency of the financial sector.
a. Complete financial sector assessment.

b. Credit process decentralized.

c. Loan processing in commercial banks streamlined.

d. Adjustments in interest rates to positive real levels.

--Examime the appropriateness of the =rent exchange rate regime.
a. Dollar ac=unts fully functioning.

b. Full review of cption for reform of exchange rate regime.
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- Continue to liberalize the foreign trade regime.
a. Import restricted list reduced by 50%.

b. Prior deposits for imports eliminated.

c. One-stop processing for export documentation fully functioning.

Improve the revenue performance of the nonfinancial public sector.
a. Training prcgram for the Court of Accounts and Ministry of Finance

b. New auditing system for taxpayers in place.

5. KEY PROJEcr/pI<03AAM J\CCX1.lPLISlJ:1lli"l'S PLANNED FOR ACI'ION PLAN PERIOD

Assist the GOES in restructuring tr.e Economic AdVisory Group (Gl>.E).

National Assembly passes invcstY.Ient promction law.

Review the rate structure for CEL, CEPA, arrl AND!\.

GOES agrees to privatize 20% of coffee r.arketing.

C<OF"" agrees to privatize a further 20% of coffee marketing.

GOES negotiates CAESS compensation.

GOES meets targets for 1903 ECDI>Dmic Plan.
a. Inflation reduced to 20%

b. GDP growth at 2.5-3.0%

c. Overall public sector deficit (before grants) at 3.0% of GOP

GOES meets targets for the 1989 Economic Plan.

l£velop the 1989 GOES Economic Plan.

l£velop the 1990 GOES Economic Plan.

- 22 -

Quarter/Year

4Q FY88

3Q FY88

4Q FY88
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6. prom:::rs SUPPORrIN3 OBJOCI'IVE

OBLlGATIQ1S
eu.-nulati ve

New (N) Type of LOP Through IT IT IT
Title Number Ongoing (0) Funding ($000) LjGju::. IT 1987 1988 1989 1990

Balance of Payments 519-0348 0 ESP NA G 274,008 173,500 152,475 162,000
. Supp::>rt
1
j

NjA, PL 480 Ti tle I 0 PL NA L 272,100 42,000 35,000 35,000

i PL 400 (416) NjA 0 PL 12,000 G 4,100 7,900 0 0I
I Reform and Policy 519-0260 0 ffi 8,155 G 8,155 0 0 0

Planning

Tech SUPPJrt Policy 519-0349 N ESF 15,000 G 0 2,000 5,000 8,000
Analysis and Trng

-------------------- ~

Audit Prog & Training 519-LC-24 0 PL NA LC 280 100 0 °0 ESF NA LC 364 0 ° 0

Implementation of 519-LC-25 0 PL NA LC 170 0 ° 0
Analysis of surveys ° ESF N1\ LC 0 200 0 0

Court of Accts ~bd. 519-LC-89 0 ESP N1\ LC 936 0 0 o·.
Ordinary Budget 519-LC-21 0 ESP N1\ u; 97,600 20,000 20,000 20,000
SUfPOrt
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7. NARRATIVE

Even though external conditions facing the economy of El Salvador >.'Orsened slightly in 1907 with respect to
1986, the GOES took a finn step in stabilizing the economy. A comprehensive ecoromic plan was approved in
May of 1907, featuring fiscal and IlDnetary restraints and increased utility rates. 'I'he GOES su=eeded in
achieving most of the targets set in that plan. TIle rate of inflation was reduced to approximately 25% in
1987 colnpared to 32% in 1986, and the econolny achieved a 2.6% rate of growth in GDP. Agriculture, industry
and construction participated in that grOwth. A system of dollar accolli1ts for nontraditional exporters was
insticuted, giving them priority access to foreign exchange.

The GOES 1980 Economic Plan, which will unfold during this Action Plan period, will build on the success of
its predecessor. The effort to stabilize ti1e economy will be continued. The principal target in the Plan is
a further reduction in inflation of sorro 5-7 percentage points. Several discussions were held with the GOES
on reform of ti1e exchange rate regime, the last during the recent visit of the A.LD. Administrator. The
result of these discussions was a set of actions, consistent with the strategy stated in the sunmary section
a)xwe, iro[X)rtant to the reactivation of the export sector. The foreign trade and foreign exchange regimes
will be liberalized through a change in the system of dollar accounts for nontraditional exporters, which
would effL~tively all~v them to sell their excess forpign exd~.ge to importers needing it, by reducing prior
deposits for imp~rts, by pc,ssage of tl~ foreign investment law, and through the implementation of several
measures that ",ere passed into law in previous yei:lrs, such as the free zone regulations and the one-step
export documentaticn center, CENrHEX ..

Another imp:>rtant feature of ti,e GOES 1988 Plan is a =netary program that will constrain credit to the
pUblic sector while expandir>:J credit to the private sector. This goal will be assisted by the local eurrency
praJram associated with ESF disbursements. Local currency resources will be allocated to private sector
credit lines ard to support capital eh~nditures in tl1e GOES ordinary and extraordinary budgets. Tre 1988
ESP ProCjram will provide su~X)rt to the rAJES 1988 Program by providi~J $143.5 million ($18.5 million has been

·imrxxmded in a restricted reserve due to controvers! surrounding the amnesty program in El Salvador) for the
imPJrtation of rilW materials and intermediate and capi tal Cj(X)ds for the growth of the productive sectors of
the Salvadorilll econc'llY. Tl1is support is essential; with0ut it, the GOES would not be able to rreet tbe import
requi rec:ents of the targeted rate of GDP growth. The '·lission \lill rroni tor GOES progress to"lards ilie targets
in the Plan ar~l consult wi th tile GOES Economic Teall] en a regular res is to discuss any areas of concern that
rray c2v01op in the course of the imple.'i"K;:,ntation of t.l1e Plan.

The policy dialogue during this action plan period is intended to assist the GOES in further stabilizing the
e=no;"1' and creating ilie conditions for higher, self-sustaining growth. All of the accomplishments planned
for tr.2 previous Action Plan, but not co;oplated, lave beerl included in the present Actioo Plan with the
exception of the II1F Agreement and ilie floating rate llDnetary stabilization 1:ond. These two are oonsidered
impractical at tbe present time. TllOse related to the GA'l'l' and the IBRD export credit loan have been
transferred to the objective statement on export proITDtion.
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The Hission \-:ill assist the GOES in fr-3ming ar".!1ual eco::O:-1ic pro..J:";::;;s and longer term pro;rams thrOLtgh
technical assistance to tPE 11inistry of Pla~~ing. In 1989-90, US~~D anticipates that, after two years of
economic stability, the stage will be set for !'Ore e"tensive reforms in the salvadoran economy. Accordingly,
USf,ID \4ill enter into neg.:>tiations with the GOrs en further :neascrres to reactivate the productive sectors of
the economy and lead it tack to export-led grO\,th. To assist them in this effort, and to construct a
practical policy dialogue agenda, USAID has begun several projects that will f=us CJ1 critical sectors of the
ecOl>Omy. Toe first is a program of training and tec~ical assistance to the ~tinistry of Finance for the
improvement of the syste;" of tax collection. A study will examine the efficiency of the financial sector.
Another will analyze the price and non-price barriers to nontraditional exports. Still another will evaluate
alternative exchange rate regimes for El salvador.

Finally, during the Action Plan period, Mission efforts to assist the GOrs upgrade its financial control
capability will be continued and deepenJd. Resources under the Technical Support, Policy Analysis, and
Training project (519-0349) will be applied to enhance the performance of the Ccurt of Accounts and the
Ministry of Finance with respect to financial controls aOO audits.
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QBJEX::TIVE No.7: RES'fORE AND IMPROVE 'IHE INFRIISTRUCI'URE

1. OJUNTRY DEVEIDPMENI' TRENffi INDICATORS

Not Applicable.

2. A. I.D. Pr08AAM PERFDRMI\NCE INDICA'IORS

1985 1986 1987 1988 1989 1990
Actual Actual Proj Actual Proj Proj Proj

A. Earthquake Recovery/Reconstructioo
(519-0331/519-0333)
Person-duys of e~Dloyment (millions) 0 0 1.2 .9 0 0 0
Cubic meters of rubble relTDved 0 0 100,000 114,000 0 0 0
Families provided tempxary wilding IPateria1s 0 0 31,000 36,000 0 0 0
F?.Jnilies relocated 0 0 1,200 1,200 0 0 0
Urbaniz..'ltion sites developed 0 0 8 8 2 7 6
Civil wory.s rehabilitated ln sl~ areas 0 0 30 28 0 0 0
HOJsing loans (repair and rec~nstructian) 0 0 6,000 7,193 8,725 7,600 2,000
Small business loans 0 0 2,000 2,336 343 228 0
Social services loans 0 0 55 0 0
City public utilities systems restored 0 0 100% 100% 0 0 0
Repairs to water distribution network 0 0 4,000 20,000 1/ 0 0 0
Classrooms constructed and repaired 0 0 1,300 964 - 290 556 87
Repairs to health units/hospitals 0 0 5 13 1 6 3
Temporary market structures 0 0 9 9 0 5 3
Milllicipal and central gov. structures 0 0 0 61 0 0 0
1<ilometers r<Xlds repaired 0 0 5 16 0 10 10

B. Public Services R2storation (519-0279)
Energy

Electrici ty USE:<l (GIS) 1,653 1,759 1,842 1,902 2,020 2,120 2,220
Standl:7j generator cap USC.U (GI·H{) 131 135 Y 0 334y 222 0 0
Transmission lines: built (K",) 20 40 0 0 70 34 0
DistributiQ, lines: built (Km) 224 117 463 433 395 300 300
Transmis. towers: restored (unit) 472 487 0 276 0 0 0
Power starrlby generated (G\'~l) 20 22 20 23 20 0 0

17 Estil1l3te based on surface evidence. Further investigation revealed greater damage.
2/ Includes 5% of total derrerrl rr.et through purchase of electric ]XlWer from Guate:nala.
~ Includes 0.5% of total demand met through purChase of electric power from Guatenala.
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A.LD. PRX?Xl PERFOP:ll\~lCE: INDICATORS (continuatim frc;n previous paqe)
1985 19SG 1987

Actual Actual Pro) Actual
Roads and HighvlaYs

Roads: built (KIn.)
Roads: rehabilitated (y~.)

Roads: maintained (KIn.)
Bridges: restored (w1it)

29
135

a
11

13
2

317
9

16
o

555
10

16
o

555
13y

1988 1989 1990
Proj Proj Proj

10 0 0
25 100 150

450 500 550
10 0 0

Potable I'later
~~ing stations ~erating

Deep wells: built (uni t)
ShallOl'I wells/hand-pU!'1!OS (=it)
Water systems: built (system)
I'later systems: upgrading (system)
sewer systems: upgrading (system)

Market buildings
~srkets: built (=it)
Markets: reconstructed (=it)

286
a
a
a
a
a

o
o

287
o
o
o
o
o

o
o

293
o

35
o
6
o

o
o

287
o

35
o
6
o

o
o

298
4

337
2
1
o

19
2

303
4

500
4
2
2

o
o

308
4

750
6
5
5

o
o

3. 1'C1'UAL vs. PIANNED l\C<XMPLISHl1ElilTS UIDER BlliCHMI\RKS FOR FY 1987 J\ND mRLY FY 1988

A. FARI'HQUAKE

--- Employment generation/rubble clean up: 1.2 million person days/120,ooo cubic
meters of rubble removed.

Status: Project generated 900,000 person days of labor and removed
114,000 cubic meters of rubble.

--- rucro and small rosiness reconstruction credit: authorize and disb..trse
2,000 to 2,500 loans for $10 million by 30 March 1987.

Status: Project made 2,300 small business loans for $9.1 million.

--- Housing repair aOO reccnstruction credit: authorize aOO disburse up to
6,000 loans for $19 million by 30 March 1987.

Status: Project financed 7,193 loans for over $21 million.

Y Includes the erection of eight Bailey Bridges.

_ 77 _

Quarter/Year

3Q FYB7

2Q FYB7



Housing materials distribution for temporary shelter: purchase and distribute
wood framing and roofing materials for 31,345 families by l511ay 1987.

Status: Project distributed materials to over 36,000 families.

Public services (electricity, water, sewage, classrooms, health centers, structures
facilities etc. ) restored to temporary operational status: carry out major and minor
earthquake repairs by December, 1987.

Status: 100% of public services were restored to operational status. Critical health,
education and transportation facilities restored to operational condition.
Project 519-0333 will restore services to normalcy.

B. PUBLIC SERVICES RESI'OR".TION

~Bintain strategic stoch-piles of key materials.

Status: This assistance maintained a one year's supply of Bailey bridges, electric
generators, transformers, electric wires, wooden poles, waterpipes, pumps and spare
parts. •

--- IEintain special assets and trained field crews.

Status: Assistance rraintained a one year's supply of heavy equipment, and
trained operators and rechanics.

reduce electric line I:epair time to lessen use of foreign exchange
for petroleum to run standby generators.

Status: Techniciarls find it difficult to estimate the time saved because of----the cl1anging tactics of tPE guerrillas to using antipersonal mines and pressure
sensitive antihelicopter mines to obstruct repair w:>rk. Project has countered with
helicopter delivered wooden poles close to site to avoid mines and hot line repair
methods.

- 28 -

Quarter/Year

3Q F'f87

10 FY88

10 IT 88

10 IT 88

10 IT 88

f f f , f • • f



4. KEY POLICY DIAUX;UE ACl'ICNS AND romITICNALITIES PI.A.NNED FUR ACI'ICN PLAN PERIOD

--- GOES raises utility rates for electric and water services sufficent to meet
operating costs.

5. KEY Pro.J!'CI'/PROGRAM ACCCt"IPLISHi-lE'lTS J\t'ol) !NDIClffi)RS PlANNED FOR ACI'ICN PIAN PERIOD

A. FARI'HOOAKE REmNsrRUCTIW Prom:::r, 519-0333

-- 9,600 Housing loans made.

575 Small Business Enterprise loans made.

55 Social Services loans made.

935 Classrooms constructed or repaired.

- 8 Markets completed.

10 Hospital and medical facilities constructed/reconstructed.

20 kilometers of highway rehabilitated.

15 Urbanization sites developed.

B. PUBLIC SERVICES RFSI'OAATlCN P~, 519-0279

-- t,aintain one year's strategic stockpiles of key materials, tools, equipment and spare parts.

- Reduce the time required to repair electricity outages.

- Update the 1986 daJrage assessment report and establish a p.3blic services damage inventory.
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6. PROJEX::rS SUPPORI'IOO O~IVE

OBLIGATICNS
Cumulative

New (N) Type of LOP Through FY FY FY
Title Number Ongoing (0) funding ($000) L/G/Ir. FY 1987 1988 1989 1990

Earthquake Reconstructicn 519-0333 0 ESP 100,000 G 75,000 25,000 0 0

Special Dev Activities 519-0094 0 DI\ NA G 2,515 350 350 0

Public Services Rest 519-0279 0 DI\ 44,000 G 24,000 4,000 16,000 0
ESP 124,100 G 89,100 11,000 10,000 14,000
[]A 10,000 G 0 6,000 0 0
ESP 13,400 L 13,400 0 ° °-------------------------------------------------------------

Special Investment 519-Ir.-23 0 ESP NA u:: 16,000 0 0 0
Project

Rehab Natl Road/Bridge 519-Ir.-43 0 PL480 NA u:: 5,558 0 0 0
Network ESP NA Ir. 5,300 3,000 4,000 4,000

Rural Electrification 519-Ir.-44 0 PL480 NA u:: 4,200 0 0 0
ESP NA Ir. 2,400 1,400 2,000 2,000

Installation Protection 519-Ir.-45 0 PL480 NA u:: 3,360 0 ° °ESP NA Ir. 400 1,000 800 400

Protection works 519-Ir.-46 0 PL480 NA u:: 1,000 0 0 0
investment and recurring ESP NA Ir. 240 240 200 200
costs for bridges

Machinery/l~ipment 519-Ir.-47 0 ESP NA 1,040 2,400 3,000 3,500
Installation and
Admin (A.'lE)

S Mar=s Lelapa Bridge 519-Ir.-93 0 ESP NA Ir. 160 160 160 160
(FENADESAL)
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7. NARRl\TIVE

A. The Earthquake

On 10 OCtober 1986. San Salvador I'las struck by a Il'2jor earthquake. The earthquake measured 5.4 on the
Richter scale with an epicenter 5 kms. south of downtown San Salvador at a depth of 5 to 8 kms. beneath the
earth's surface. The Shallowness of the earthquake, its high rate of vertical acceleration and its location
almost directly beneath the city were major factors contributing to the extensive damage.

The earthquake aggravated the country's existing social, economic, political and military problems by adding
requirements to an already overextended government ~1d by competing for a large share of the available
financial, human·and organizational rescurces. In financial terms, losses are documented in excess of me
billicn dollars. With respect to human SUffering, 300,000 pecple were left h::>meless, 1,500 perished am over
20,000 persons were injured. Immediately follONing the earthquake, the GOES comucted a highly effective
rescue am relief program.

By all accounts, initial rescue, relief and restoration activities follONing the earthquake were decisive,
swift am successfuL Relief operations began alJrost simultaneous with rescue measures am the center of
attention were the some 300,000 pecple left llDmeless. Efforts in this area were directed toward the
distribution of provisional ~ emergency health, shelter, food assistance. Concurrent with relief
operations ~~re the monumental tasks of assisting the injured and restoring vital public services such as
electrical energy, ~'ater, communications am public transportation. Early operations were largely
bi-lateral, but in short order resources were extended from numerous countries throughout the free \'Orld.

Within days follOl-ling the earthquake, Congress appropriated $50 millim in recovery assistance for El
salvador, to be ad~inistered by A.I.D. for the provision of temporary solutions in the interim between relief
measures and permanent reconstruction activities. The Recovery Program has provided credit to families for
rebuildinq L~eir homes, credit to reestablish businesses, building materials to erect temporary shelters,
basic public services, classrooms, temporary hospital wards, operating rooms, warehouses, offices and
clinics, temporary public markets, municipal government buildings, and temporary offices and buildings for
critical governmental prograll1$. Furthernore, the city of San salvador was reopened to pedestrian and
vehicular traffic through ilie removal of rubble which generated employment. This project noved very well and
was conpleted within its one-year time frame. Given the magnitude of damage and compared to other eartlxIlJake
disasters, 1IDSt ooservers CXXlCede that the Salvadoran Recovery project was oonpleted in record time•
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The GOES is nOd embarked m a much greater reconstructicn effort which will entail large investments in major
infrastructure for permanent repairs, new construction, and credit provisions for the restoration of private
sector health, educatim am srrull businesses. 'I~-.e USG contributed $75 ~lillim fran the IT 1987 supplemental
resources and an addi tional $25 Million in FY 1988 will be ooligated for this undertaking. The \'brld !lank

c-- . has made a $67 Millim loan for a three-year program beginnin:J in CY 1988. Significant contributions are
also under final review by the French, German, Italian and Canadian Governments. These long-term
reconstructim investments are also expected to begin in CY 1988.

B. Public Services Restoration

In1addition to the problems caused ly the earthquake of 1986, destruction of key infrastructure targets
continues to be a major goal of the guerrilla strategy for eco!1Omic sabotage (e.g., in January am February
1988, 119 transfilission lines and roles ~]ere destroyed). The Public Services Restoration project (519-0279)
provides scarce foreign exchange to obtain parts, tools, equipment and services needed to minimize the
effects of sabotage of public services. Key to tllis objective is maintaining a reaction capability to
respond to damages quickly. Electric line repair cre,:s have received specialized training to enable them to
"Iork on high tension lines and t1.eir vnrk is further facilitated by the use of a project-funded helicopter
arrl pre-posi tioned stockpiles of wo:x!en replacement poles an] line hard',wre. Trained bridge crews use
project-funded heavy equipment and Bailey Bridge stocks to repair damaged structures rapidly or to erect
temporary bridges m major highways.

}~jor activities in 1987 included 514 major transmission line repairs. Project funded lighting and
communications equipment complemented local currencies used to construct security enhancements at key
electrical generation and substation sites. The ~lissio" funded standby generation plant in san Miguel
provid~J 1,593 hours of power in 1927 with a gross generation of 22,917 G/~l. Eight provisi~,al bridges using
project-fu.,"ed E.'Cjuipment and i>:'Jiley Bridge components ;:ere =Ir,pleted to replace bridges damaged or destroyed

Jby guerrillas at invortant locations in the national high;:ay network.

The G':1!1'2ge assessment carried cut in 1986 served to quantify direct ~""'ld indirect costs to major
infrastrGcture as a result of terrorist (-:cstructicn anj helpeJ to refine project strategies~ Based en the
study results, assisLmce to the National Telecorr:r.;unications Administration has terminated because of its
rela tively favorable financial posi ti~, am assistance to the National Railroad has been discontinued due to
the continued high vulnerability of the system and its declining role and importance to the transportation of
"ajor import/export oo~"Ddities.

Current levels of guerrillas attack on infrastructure, especially on the electrical system, continue at a
hig11 rate. Future furning reqclests "ill continue to be co~ensurate with the levels of destructia1
suffered. Equipment assets are utilized on a priority basis for emergency response to guerrillas destruction
or natural disasters. Also, the heavy ca1structicn equipment procured for the ~linistry of Public Works (MOP)
played a major role in 1987 activities for rubble renoved after the o::tober/86 earthquake. Other high
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priority uses have incltrled rehabilitatioo work on streets and highways and rehabilitation of infrastructure
in National Plan areas. !Dcal currency pr<XJrams complement the dollar-funded rurchases to provide the needed
operatio~al s~)port and investment capital for civil works such as road and bridge repair, rural
electrification, street repairs, and housing infrastructure.

Activities in 1988 will continue to stress repairs of the electrical p~wer system Which are necessitated by
the level of attacks on the high voltage transmission lines. Some project co~iities will be used to erect
three alternate power line loops to reduce the vulnerability of the major transmissicn system. FUel costs
for standby electrical generator are very high (at times, they run aver $100,000 per day) and the redundant
lines help to reduce the use of standby generators. GOES o.med l=al currency for further site security
enhancements will help reduce risk to guerrilla attacks at rrajor generating and substation infrastructure.

l1ajor projects involving this equipment [or 1988 include city street repairs, principal highway
rehabilitation and the construction of a temporary Bailey structure at a destroyed bridge site outside of the
city of San l-liguel. funding for the National Hater Authority will be used to pr=ure equipment and teals arvl
parts needed for the repair of !!ajor water PJR1Ping facilities and ass=iated electrical installations due to
frequent power outages from sabotage to the electric lines. Additional standby electrical pow€r plants will
be funded to improve the reliability of installations subject to frequent bro.m-outs or power failures. The
Hissioo ,.,ill continue funding the current restoration project and will work to encourage the participatioll c'
other donors, especially in the area of major infrastructure rehabilitation. During early IT 1989, the USlUI:'
will do a comprehensive evaluatioo of Project 519-0279 and related l=al currency funded projects. This
evaluation will cover the impact and accomplishments of these projects, any design or implementation problem"
and recanrnend areas where continued USG assistance may be required. In IT 1989, we will amend the project to
provide for the continuing infrastructure needs, much of Which are related directly to insurgent activities
and indirectly to deferred maintenance as the GOES resources are dedicated to financing the war against the
guerrillas.
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• ()I3.Ju:J'IVE No. 15: J\SSIsr DISPUICED PERSCNS (OPs)

1. COJNI'RY OEVELOPMENl' TREND INDICATORS

Not applicable.

2. A.1.0. PRCGRAM PERFORMANCE INDICATORS

OJaIter/Year

1985 1986 1987 1988
Actual Actual Proj Actual proj

Number of integrated OP families NA NA 5,000 3,400 5,000
-- Number of displaced ('000) 390 400 300 230 180

Jobs per llOnth ('000) 10 13 12 11 8
CUrative health services ('000) 12 50 35 52 35
Daily food baskets (1,600 calories) ( '000) 225 255 125 150 120
Snpplemental food ('000) 1.2 10 7 4 2
Works projects ccmpleted 1,055 891 900 920 500
r~tut'nee relocation/projects NA 15 100 56 100
Agriculture starter packages NA 500 1,000 7,900 10,000
Shelter solutions 1/ NA NA NA 2,390 3,000
Number displaced t;ained Y NA NA NA 337 2,500

3. ACllJI\L VS. PIlINWill A<:XXX>lPLISHME-ITS UNDER BE::nl!li\R.KS FOR IT 1987 AND EARLY IT 1988

1989
Proj

5,000
130

2
5

90
o

150
100

5,000
1,500
2,000

1990
Proj

3,000
80

NA
NA

60
NA
NA
100
NA
NA

1,000

- Reduce total number of registered displaced by up to 20% 4Q IT 87
during 1987 by tightening the eligibility requirements.

Status: The number of oisplaced was reduced by over 20%, (estimated 350,000
to 2GO,OOO) hO'Never additional v,ork is needed to tighten the
el igibili ty requirements. The World Food PrograIil eliminated
err,ergency assistance am only provides food-for-v,ork rations.

Reduce the number of "",rkers under the FEOECCREDITO agreement by
using the CONADES eligibility criteria, enforcing timely rotaticn of job
opportunities and setting ~'Cific project targets for geographic areas where
the nejority of the displaced reside.

11 Indicator added in 1988 to reflect shift of program emphasis.

- 34 -

3Q IT 87

f . , , , f f f f



St::ttus: The number of vJorkers has been reduced from a peak annut11 average of 14,000 to an
Ll VCri1ge of 11,000. The jahs prcgr<lJn lv.1s rcfo::usoJ ov('r 75?; of i.t!=' projects in the rural
areas, which is up from the 25% figure in 1986. 'TIle CONlillES Displaced Register is still
in the process of being revised; h:Jwever, FEDECCREDITO is utilizing the old CCNADES
registry where possible.

Eliminate A.I.D.-funded 11ealth services targeted to the dispersed dispiaced and
picked up by the MJH. In addition, close a number of Project !lOPE's dispensaries
where there is a duplication of services provided by the llJlI.

Status: The number of Project HOPE dispensaries has been reduced from 82 to 34.
Dispensaries were eliminated in locations ,;here there is a duplication of health
facilities and in areas where displaced programs have been phased out. In returnee
=mmunities where no ~1JI1 facilities ore cperating !'Vas (e.g., ~kJrld Relief
and CESAD) are providing rninill1lUl1 hea' th care services.

Reduce CCNADES food basket deliveries. Close selected CENAs providing supplemental
feeding under the CESAD agreement .,here evaluations detect adequate
nutritional status of the target population.

Status: CONADES averaged 125,000 displaced persons in their food distributim program
in 1987, down nearly 40% from 1986 levels. CESAD closed 22/6f the 24 cperating CllilIs
after being evaluated.

Increase the number of works projects for the displaced returning to their OOmes of origin.

Status: Returnee areas are nCM a priority for the work program as new returnee areas
are identified. All ne\~ return","" areas where assistance is being coordinated by I-kJrld
Relief or CESAD have had at least one work project implemented in the =mmunity.

Quater/Year

10 FY 88

10 FY 88

3Q FY 87

Status

EnqJloyment Generatim Component
Reduce number of implementing agenies from 10 to 8. Y
Complete 5,000 employment projects. ""
EnqJloy 10,000 to 12,000 Displaced Persons.
Employ 5,000 Displaced Persons returning to their OOmes of origi'n.
Identi fy am implement 500 employment projects for returnees. 3.

2QFY88
10 FY 89
10 FY 88
10 FY 88
10 FY 89

0%
68%

100%
50%
10%

1/ Reduction of the Implementing Agencies has been revised and will take place begin the 3Q FY89.
Y 'I11is goal was too optimistic and has been revised to 150 projects by 4Q FY89.
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Health Comp:>nent
Transfer all Project Hope health services to the I-Dfl. '}j
Eliminate all health referrals SI>eCifically targeted to the displaced.
Transfer all Project Hope dispensaries to the ~DH or host ronununi ties. '}j

Nutrition Comp:mcilt
Phase out all CEllA operations Which CAlly target the displaced.
Eliminate CESAD delivery of the Food Llasket to the dIsplaced.
Transfer all CENA buildings to host oonnnunities.

Relocation Cbmponent
Returnee locations identified and employment projects initiated.
Agricultural starter packages provided to qualified returnees.

4. KEY POLICY DIAlCGUE ACTICNS AND CCNDITIWALITIES PlANllED fUR llerIOO PLAN PERIOD

GOES and other Displaced Families assistance donors develc:p a strategy and
timetable for integrating rerraining displaced into society.

\

5. KE.Y P1UJECT/PlD31W1 ACCCl1PLIS!Il-IENTS PLANNED FeR ACTICN PLAN pFkOD

lQ FY 09
·lQ FY 09
3QFY88

3QFY88
3QFY88
3QFY88

lQ FY 88
2QFY88

0%
100%

60%

90%
15%
90%

100%
100%

Quarter/Year

4Q FY 88

Quarter/Year

Increase access to credit for up to 5,000 permanently resettled displaced through
local financial institutions.

3Q FY 89

Employment Generation Comp:>nent:
- RL'<1uce !lwllber of service agencies ,Jarking under the oomp:ll1ent from 10 to 4.

Complete 4,500 employment projects.
Reduce DPs employed to 2, 000 per month.
Identify am implement 150 empla,1T1ent projects for returnees/relocated DPs.
Provide vocational skills training for 3,000 Wlable to relocate.

Health Component:
- Ph-Else out plan for Project HOPE prepared.
- Focus all special health activities for DPs on

outreach wi th the assistance of trained health
primary care through rural
promoters.

2Q FY 89
IQ FY 09
3Q FY89
4Q FY 89
3Q FY 89

3Q FY88
3Q FY 89

37 The Project HOPE Dispensaries were not transfered to rOB but phased-out in areas Where there was a duplication
of services from M:lH, or where the operatien of the facility was no lenger justified due to phase out of'
displaced program.
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--- Nutrition Component:
- Eliminate CESAD delivery of food baskets to the displaced.
- Transfer all CENA buildings to host ~unities.

Returnee/Relocation Cornfonent:
- All employment, training and productive projects focused in returnee/relocation sites.
- 20,000 beneficiaries in the agricultural starter package program graduated fran the

humanitarian assistance programs.

--- CONADES finishes updating its registration list of displaced. graduates
those who have participated in productive projects thereby reducing food assis
tance programs, and l::egins to focus its efforts en cnly the permanently needy dis
placed families.

3Q IT 88
3Q IT 88

2Q IT 90
2Q IT 90

3Q IT 88

6. PROJOCTS roPPORTlOO OBJECI'IVE

OBLIGI\TIONS
CUmulative

Ne>1 (N) Type of LOP Through IT IT IT
Title ~"\..."lIber Ongoing (0) FUnding ($000) L/G/U; IT 1987 1988 1989 1990

Health and Jobs for 519-0281 0 nn,JESF 71,630 G 71,630 0 0 0
Displaced Persons m 895 895

PIA80 Title II (CESAD) NIl. 0 PIA80 NA G 6,789 741 0 0

CDNADES

FOod Dist. (DlDEOO)

519-LC-55

519-LC-56

o

o

PIA8O/ESP NA

ESP NA
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7. NI\RJ<l\:rIVE

Since 1979 people have teen fleeing the rural areas of conflict for the nore secure urban areas. By 1981,
the conflict had caused 165,000 people to leave rural areas am congregate in the larger towns, away from
conflict areas, located primarily along the lIondur"n rorder and the eastern region of El Salvador. This
induced migration, whid1 peaked at over 400,000 displaced persons by early 1986, increased He already high
employment rates and avercrCkJdcd conditions of these cities, creating a larger burden on these communities
with limited means to assist them. Since the GOES did not have the resources to deal with this problem,
A.I.D., other donors, PVOs and private groups tegan assisting the GOES to provide a basic safety net of food,
health care, shelter am jots for these displaced people. This net has succeeded in stabilizin:J a situation
that has enormous potential for social disruption. Nevertheless, giving these tenefits to the displaced
creates the conditions for dependency, am a class of welfare elites. Yet not giving these benefits to their
equally roor neighJ:x:Jrs sets up the mndi tions for resentment. To counter roth of these undesirable outcomes,
the 11ission is seekin:J to maintain a basic humanitarian safety net in the short-term while at the sarre tima
refocussing the program on the long-term solution of reintegrating the displaced into El Salvador's economy.

The implementing agencies have becorre reluctant to graduate displaced from the program because they see their
existence dependent on the progr21!l. 7nere!'ore, ne.ny families, who have lived as displaced for three to five
years, \iho have Cecome reintegrated into their nav c..ulIuflLlnities, am '.'lIn have adequate shelter am jobs, still
receive assistance, because by definition u1ey remain displaced, and it serves the interest of the
implementors to keep these families in the program. Althou::Jh most people have shown sympathy for the
displaced. as the assistance continues without any end in sight, the poor have 1:egun to complain. The
Mission first detected these complaints during its evaluation of the program in 1986. Interviews indicate
that people poorer than the displaced feel that it is unfair that those with a higher inrome receive benefits
"Ihile they cannot. Some of the poer have even considered displacin:J themselves to beCOlOO eligible for such
assistance.

In 1987, the Mission began to refocus b~e program not only to get people reintegrated but also to eliminate
the dole features arYl. graduate peo~.,le fr<Y.1l the prcqram in order to reduce the di £ference between the
displaced a~d the ordinary poor citizen and excise the resentT.ent it breeds. The program has phased out HOPE
clinics, in areas where they duplicated rou clinics thus elimina.ting the special health clinics for only the
displaced. The Mission, along with the \;orld Food Prcgram, has converted all food assistance programs from
dole to food for ,~rk. The program na, focusses more of its activities in secured areas where the displaced
are returning vol~~tarily. The program provides cll~~ an agricultural package of seeds, fertilizer,
insecticides, minimum housing materials am food until t:;ey h3rvest a crop. Food for work programs assist
returnees and those perm:mently relocating to be=lC.e productive again in agriculture or to attend training
courses to develop skills for local jobs. In additicn, a1'l employment program provides minimum wage jobs for
improving roads, water systems, schrols ~n other oomm~~ity infrastructure. Since late 1986, the program
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has estahlished 35 permanent sites where it has integrated arout 10,000 people into the economy am plans to
reintegrate 25,000 rrore by the end of IT 1989. The prcgralll is currently developing 12 additional penranent
sites on unuerutilized agrarian reform lands that will accorrodate 15,000 people. Also, ..-e believe that the
40% of displaced ..ho a~ land are interested in returnin3 ..hen the security situation returns to normal.

To deal with the implementors' reluctance to graduate pecple fran the displaced prcgram, the Hission has set
limits on assistance to two planting seasons for farmers, completion of coursework for those receiving
vocational skills training, and six rronths for those errq)loyed in food for work activities. The Mission will
audit the program regUlarly to ensure that these agencies have placed people on the list of graduates and to
circulate the list to all agencies to prevent an increase in the "professional" displaced.

Project accomplishments in 1987 were ma~y and si~1ificant in moving toward the long range objective of
helping El Salvador reintegrate the displaced population. It cnmpleted 920 works projects employing an
average of 11,000 DPs per ronth. H:>PE rersonnel immunized 12,800 persons and distributed over 92,150
packages of oral rehydration salts. Project HOPE is operating 34 dispensaries in 63 settlements and its
personnel average 52,000 consultations per r.onth. Since 1985, CESAD has surp3ssed its goal of 25,000
foodbasket beneficiaries. During 1987, ~D completed 253 projects in 202 oomounities in the Food for Work
Prcgram and an average of 30,000 displaced persons were p3rticip3ting in this prcgram and receiving food
baskets. The Mission is working nCM to develcp a plan for making credit easier to obtain for returnees, maIlY
of whom have delinquent loans because they have had no means of p3ying them since leaving their farms.

A.LD. has nCM turned over virtually all project implementation to the GOES and private voluntary
organizations, roth international and locaL Responsibility for medical care for the displaced population is
devolving from Project HOPE to the Ministry of. Health, as much as possible. The GOES has nCM taken a rrore
active role in the overall aJOrdinating efforts between all implementing institutions. FEDEXX:REDlTO
continues to place JIDre emphasis on the returnee areas arrl targeting JIDre projects in the rural areas.
<XW\DES, CESl\D and ~brld Relief delivered agriculture starter packages to nearly 8,000 displaced families in
a well coordinated effort last year.
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2. LDng Term Graorlth
r..

QB.JEl:TIVE No. 1 INCREASE P£>RICULWRAL PROUJCTION

(PROOOCI'ION IN OOO'S (0)

l. a:xJNI'RY DEI1ELOPMENI' TREND HIDICATORS

1985 1986 1987 1988 1989 1990
Actual Actual Proj Actual Proj Proj Proj

National Basic Grains (1) 16,984 15,881 17,200 14,956 18,060 18,963 19,911
National Traditional Export Crops (2) 8,514 8,482 8,498 7,117 8,668 8,841 9,018
Reform sector Basic Grains (1)

Phase I (2) 691 626 884 656 893 902 901
Phase III (3) 3,468 3,259 3,531 3,499 3,700 3,893 4,088

'IDI'AL 4,159 3,855 4,415 4,155 4,600 4,795 4,998

Reform Sector Traditional
Export Crops (4) 2,427 2,106 2,256 1,984 2,301 2,347 2,394
Reform Sector Other Crops (5) 329 404 424 N/A 496 600 750
increase (%) 17 21 25

(1) Includes corn, rice, beans and sorghum.
(2) Phase I basic grain production has been declining and USAID projects Xl !lOre than a 1% per annum increase.

Lam going out of production should be converted to "other Crops", includin:j nontraditional export crops
addressed under objective No.5.

(3) Phase III basic grain production is projected to increase at 5% per annum.
(4) Includes coffee, cotton, sugar.
(5) Includes melons, okra, sesame, =nut, nuts, spices, etc. Although data exist for only two years, Reform

Sector increases in "other Crops" is e),pected to be affected by projects under objective No.5.
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2. A.LD. PRCGRAH PERFOR1P>llCE INDICATORS Y
1985 1986 1987 1988 1989 1990

Actual Actual Proj Actual Proj Proj Proj

Rural Population (millions) y 2.52 2.56 2.60 2.60 2.64 2.69 2.73
Rural Pop. Affected by Phases
I and III 3/ (in thousands) 570.3 570.3 570.3 570.3 618.3 678.3 738.3
Phase I PrOperties COmpensated 311 406 433 440 469 Y 0 0
Phase III Properties Co:npensated 1,475 4,061 6,581 5,251 6,184 0 0
Phase I Coops Repaying Prod. Credit 129 142 148 153 160 172 194
Phase I Coop Titles Issued 127 196 259 229 317 ~ 0 0
Phase III Definitive Titles Issued 16,992 34,418 56,685 42,997 73,180 0 0

that these last five

increase Phase I beneficiaries at the following rate:
1988 8,000 families = 48,000 people
1989 10,000 families = 60,000 people
1990 10,000 families = 60,000 people

~ Remaining properties are abandoned, located in conflict areas or in litigation. Please rote
indicators are all cumulative figures.

Y A.LD. programs to achieve Objective No.1, "Increase Agricultural Production", fall into two najor categories:
the proIToticn of nontraditional exports that are reported under Objective No.5: and, (2) efforts to increase
access to land through Agrarian Reform. '!he indicators associated with the Agrarian Reform are reported above:

y Rural Popu1aticn projected to increase at L 7% /annurn.
Source: USAID Pop. Office.

~ 18Th estinates that they will
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3. ACTUIIL VS. PLANNED J\CCX1-1PJ~ISII'lENTS IN FY'87 AND rnRLY '88

Liberalization of Coffee l1arketing.

QlIarter/Year

ongoing

Status:
changes
but \'iaS

the law

A law Which liberalized coffee marketing and made structural
in INCAFE was passed by the Legislative Assembly in April '87 .
vetoed by President Duarte. INCAFE is \<oUrking <Xl a redraft of
incorporating the President's comments.

Maintenance of OCR coffee rehabilitation credit lines.

Status: OCR coffee rebabilitation local currency credit lines have been
maintained.

Internal ooffee prices high enough to stimulate production while
maintaining tax revenues.

Status: No change in internal ooffee prices. Low prices and high export tax
Tin plac~ of income tax) still disoourage any significant investment over and
above maintenance.

Agricultural Development Bank (BFA) Relinquishes Involvement in
Agricultural Input Business Activi ties.

Status: The Mission has been successful at getting President Duarte to
instruct the BFA to make changes in its operations to reduce administrative
costs arn recuperate overdue lDill.s. However, the President stopped sbort of
instructing tpe Bank to relinquish its nonbanking activities.

Teclmical assistance to and financing small ooffee famers in imprOVed
proJucticn technology program.

Status: $500,000 support "as given to Instituto Salvadoreno para Investigaci6n de
Cafe (ISIC), am $1 millicn equivalent local currency was provided in credit for
imprOVed production technology has been disbursed. APPrOXimately 600 farmers with
600 manzanas of coffee are participating.

Develop $30 million agribusiness project for diversified export agriculture.

Status: Project signed for $20 million in September 30, 1987. All major corrlitions
precedent to disbursement have been lOOt.
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Provide trainin::J in irrigaticn management to 1,300 farmers am technicians.

Status: As of I·larch 1, 1988, approximately 125 farmers and technicians have
received training.

PROINVER for fastern Region of El Salvador.

Status: The Investment Promotion Insurance Program (PROINVER) for the fastern
Region ,laS established in the fourth quarter of FY 1987, as a component of the
Eastern Regicn Reactivation Program. The fum was started with a total local
currency allocation of 190. million~ ~~ of the first quartet, FY 1988,
the program had accounted for the sal.e of 15 policies and the ¢ 90.0 mUlien
was fully subscribed. By a took keeping adjustment the ¢ 90.0 million
haS now been increased by ¢ 117.6 million and policies have been written
on the additional coverage.

The Follo,oJing Planned Accomplishments Derive From the 1987/88 PL-48O and 416 reements
Included at the request of lAC).

- 'Ib concentrate the activity of the Agricultural Development Bank (BFA) en efficient
ban.'<in::J activities. The GOES agreed to instruct the BFA to conduct the following
activi ties:

a) Create the capacity within the Bank to periodically analyze the liquidity of
the Bank's loan portfolio am other receivables.

Status: The BFA has established a IT'althly reportin::J system an the status of their
loan portfolio.

b) Take more aggressive action for recuperation of overdue
loans am develop stricter requirements for refinancing.

Status: The BFA has assigned specific targets to its loan re<XNery
agents am has applied its bad debt reserve toward cleanin::J up
uncollectable loans.

c) Develop specific plans to reduce the administrative =sts
of the Bank.

Status: The BFA has established specific percentages for
reductioo in administrative cost for 1988.
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d) Investigate means to diversify the Bank's loan portfolio.

Status: The Bank created an office of agroindustry and
agricultural diversification to promote innovative projects.

e) Accelerate implementation of the program to capture
general deposits.

Status: BFA opened six new deposit facilities in 1987.

f) Initiate a process that will decrease the dependency
of the BFA on nonbanking activities such as purchase
and sale of agricultural inputs and purchase, storage,
processing and sale of agricultural products.

Status: The BFA has not taken any positive steps toward
reducing their no~1king activities.

Complete and consolidate Phase I and III of the Agrarian Reform Program.

Status: Titlinj and compensati= under Phase I has
progressed well. By the end of 1988 ISTA will have
finished all but the most difficult cases.

Phase II I has also progressed well.

FINATA has committed to finishinj its task by June 1988.

Determine the existence of pests that affect fruit and vegetable crops.

Status: In 1986, the GOES agreed to carry out a survey to
determine the existence of pests that affect fruit and
vegetable crops in the country. In an effort to open up
new market opportunities for its fruits and vegetables,
tloc GOES agreed to assign the necessary resources to implement
the action plan sul:::mitted by ~1AG to investigate, with the
cooperation of U5D11., the existence of such pests and their possible
erradication.

Stop the introduction and spread of exotic deseases to El Salvador's
livestock herds.
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4.

..

Status: In 1986, the GOES agreed to strengthen
the office responsible for the implementation of the
cnoperative agreement between MAG and USDA, signed on
February 28, 1973, in order to prevent the introduction of
exotic diseases in the country. Stock farmers and workers
have attended seminars arrl received paIl'phlets on the awareness
of anirral health measures.

KEY' POLICY D:rJ\I1XiUE ACTICNS A.'ID CCNDITICNALITIES ~"'ED FOR BALI\OCE OF OJRRENI'
FY A..'ID AcrICN PIAN PERIOD

- Obtain legislaticn that permits private coffee marketing.

-- Attain agreement to reduce the oonbanking activities in the BFA.

-- RellOve government support prices am subsidies for basic grains
and milk.

- Obtain legislation Which allows beneficiaries to determine their
own form of ownership, production and prcperty rights.

Quarter/Year

4Q FY 89

1Q FY 89

3QFY90

4QFY88

5. KEY' PRQJEX:r/PROORiIM lllXXMPLISHMENl'S PlA"lNED FUR BALI\OCE OF OJRRENI' FY AND lCl'ICN
PIlIN PERIOD

- Complete Phase I and III titling.

Increase the number of Phase I cnoperative members by 8,000 families.

Implement voluntary lam sale mechanism (lam bank).

2500 small farmers placed.
5000 hectares of land purchased
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--- Abolish system of oo-management on 50 Phase I cooperatives.

-- Abolish system of co-management en 50 Phase I cooperatives.

-- Divide and deed as individual parcels 24 abandoned Phase I cooperatives.

- Divide arrl deed as individual parcels 20 abandoned Phase I cooperatives.

Increase access to land for currently landless rural poor.

Place 8,000 new members en Phase I cooperatives
Place 1,300 DP's on Phase I land (individual title)
Place 1,700 DP's on Phase I land (individual title)

25 Agrarian Reform Cooperatives sign contracts with agribusinesses
to produce nontraditional esport crops for export.

--- Production of nontraditional export crops by agrarian reform coops
increased by 17%.

6. Prom:;TS SUPPORI'IN3 OBJEX:I'IVE

10 FY 89

10 FY 90

10 FY 89

2QFY90

4QFY88
3QFY88
4QFY88

20 rY 09

2Q rY 89

OBLlGATICl'lS
Cumulative

New (N) Type of WP Through FY FY FY
Title Number Ongoing (0) F\:nding (:1;000) L/G/u::. FY 1987 1988 1989 1990

Agrarian Ref Credit 519-0263 0 DI\. 81,500 L 81,500 0 0 0
DI\. 4,325 G 4,325 0 0 0

TrolNOSERVE OPG 519-0312 0 Di\ 5,320 G 2,550 1,820 950 0

Ag. Ref. Financing 519-0307 0 Di\ 50,000 G 30,184 10,080 6,736 3,000

PVO/OPG '519-0999 N DI\. 4,000 G 0 2,000 2,000 0

CoIrnlercial Farming 519-0351 N Di\ (15,OOO).!I G. 'r- 0 0 0 (6,OOO)l!

Y Prill'ary objective number five, nonadd this objective.
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OBLIGATICNS
Cumulative

Ne'll (N) Type of WP Through IT IT IT
Title Number Ongoing (0) Eimding ($000) L/G/1£ IT 1987 1988 1989 1990

Reforestation and (519-1£-01) 0 PL-480/416 NA 1£ 1,450 0 0 0
Soil Conserv. Proj. ESF NA Ie 600 0 0 0

Agricultural (519-1£-02) 0 PL-480/416 NA Ie 886 0 0 0
Statistics 0 ESF NA Ie 320 180 0 0

LtL'llber and FirewoOO (519-1£-05) 0 PIr-480 NA 1£ 190 0 0 0
(ROCAP) ESP NA Ie 0 60 0 0

Integrated Pest (519-1£-06) 0 ESF NA 1£ 0 120 0 0
Management (RCCl\P) PIr-480 NA Ie 260 0 0 0

Anill'al Heal th Prog (519-1£-10) 0 ESF/416 NA 1£ 100 1,600 0 0

Coffee Intensification (519-1£-16) 0 ESF/416 NA Ie 345 1,400 0 0
and Rehabilitation

Agrarian Reform Supp (519-1£-62) 0 PL-480 NA Ie 21,630 4,800 0 0
ESP NA 1£ 0 6,060 0 0

Ag Ref Finane (0307) (519-1£-65) 0 PIr-480 NA 1£ 5,000 5,000 5,000 2,000

'AgReform Cred (0263) (519-1£-64) 0 PIr-4oo NA 1£ 44,100 100 0 0

Land Bank (FINATA) (519-1£-87) 0 416 NA 1£ 0 4,000 0 0

Agrarian Reform (519-1£-63) 0 ESP NA 1£ 46,000 0 0 0
Canpensation Eimd
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7 • NAIlRl\TlYE

The Government in PJWer in 1980 envisioned three rejor goals for the Agrarian Reform: a) greater political
stability; b) more equitable land and income distribution; and, c) increased and diversified agricultural
pro<]uction. Phases I and III of the reform have tenefitted 25.8% of the rural poor population by giving them
ownC'rship to 23% of the land in farms. Pami ly incomes on roth Phase I and Phase III have risen to a point
where they are arout 21% higher than 90% of rural families. Political stability, despite the tumultous times,
has improved IlI3rkedly from 1980. What is not so successful is the objective of increased production-- at
least not in Phase 1. Phase III beneficiaries have increased their production of basic grains by over 60% and
production of nontraditionals b-J aCout 38%. Or:ly ll% of Phase III land is idle, this mostly due to crcp
rotation practices. Phase I statistics Inwever are not so positive. More than 35% of the land is idle or
under utilized and production of all basic grains, cotton and coffee have fallen dramatically. Productivity
for those same products has also fallen off significantly. The pro.iuction and productivity 00 Phase I lands
have decreased because of: 1) the lack of efficient management capability for large land unitsl 2) the laCK
of access to adequate and appropriate financing; and, 3) IlDSt importantly, the lack of appropriate incentives
(sud1 as individual land ~,nership) to increase production.

It is clear that the Government's political and social goals are "Jell on the ",ay to completion assisted by
several ll",jor A.1.D. projects implemented over tfe past seven years. In1at is left is arguably the most
important and the nDst difficult task ... to ITake the agrarian reform beneficiaries, especially those of Phase
I, economically viable units contributing to the national income, generating additional rural income and
employment and leading the effort to diversify the country's agricultural base.

The Mission will continue to assist the GOES to finalize the de jure process of the reform through local
currency assistance to IS'l'A and FINATA to finalize ti tlir.g andcompensation under Phases I and Ill. D.Jr major
efforts, however will be directed toward li~~ing reform beneficiaries with successful agribusinesses. The
Mission ,·lill use its current proj"<::ts, Rural Sn:all Enterprise and Developraent 519-0312, Agrarian Reform
~inancing 519-0307, and a n,,"' start in IT 90 (Conunercial Fanning 519-0351) to accomplish this task.

'I'he Phase III titling pro.cess is now computerized, and A.1.D. po.rticipation in the Land Bank financing is
conditioned upcn the completion of Phase III titling during the plan period. Sorre adjustment in the baseline
will prohebly be necessary ence Ule files are purged of double cDunting, deceased persons, etc.

Compensation to former landa..mers is still not up to date, but alllDst all outstandinj cash obligations and
five year ronds have been po.id (",hich was not the case last year) and interest payments after 1988 should be
mana<]"able 'aj the GOES. Some former landowners still are delayinj compensatioo settlements in hope of a
better price or retaining their lands.

"bre ccepcratives than ever (158) are receiving investment credit and paying their production credit. About
170 ccoperatives are classified by the banking system as "A" or "B" oooperatives. indicatinj they are
creditworthy within the norms of commercial banking.
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Project 0307, l~rarian Reform Financing, although it is primarily an invest",ent credit project, does not
exclude basic foed production loans to agrarian reform beneficiaries. During 1987, the project made available
$4.5 million for foed crop production which resulted in the production of over $11.0 million of grains and
other foedstuffs. It is estimated that these loans generated 90,000 person/days of labor.

With respect to key policy dialogue actions and conditionalities planned for the balance of the l\ction Plan
period, there will be a strong emphasis on e>qJanding the nUMber of agrarian reform beneficiaries throU]h a
variety of measures: (1) increasing the nurr~r of members on existing cooperatives; (2) dividing and deeding
individual plots of land on abandoned and sel!'.i-abandoned cooperatives; and, (3) providing financial support to
a voluntary land sale mechanism (Land Bank), conditioned upon successful corrpletion of Phase III titling.

In addition, the l-lission will reiterate the n<?ed for a readjustment of the rights and obliqat ions enjoyed by
reform 1:eneficiaries to provide them witt appropriate incentives to increase production. \~e are seeking to
add language to the proposed legislation that OKmld give Phase I oocp members the right to determine which
tenure form they prefer ego individual plots, collectives, or a corrbination of roth. To this end, the l-lission
has secured agreement from ISTA to rerrove government managers from 50 of the oore successful cooperatives.
This will require eliminating or "renegotiating" the portion of the ti ties oJhiCh defines the role of the state
within tre cooperatives' activities. The Mission will continue to searCh for other measures (e.g., remoVing
I~ co-managers from successful coops and clearly defining beneficiary rights and dbligations) that reduce
the role of the state in agriculture, and integrate the reform segment into the overall agricultural sector.

The ~tission will complement the policy dialogue with project assistance to help agrarian reform cooperatives,
and other slrall farmers, diversify their production base and produce for export. Technical assistance
proVided through the ongoing Technoserve oro and the planned CLUSA oro will aid growers in acquiring the
technology needed to produce effectively nontraditional COilIItOdities. The Conunercial Farming project,
scheduled for F'l 1990, will lin!< these growers to agribusinesses, which have ties to overseas markets.
Finally, the existing Agrarian Reform Financing project (519-0307) will furniSh the farmers with the credit
·re,.ources needed to employ the diversification technology.

With respect to coffee policies and productioo, alth:lUgh little was accomplished in getting either external
marketing liberalized or prices to producers raised, a small pilot program to renovate or replace trees using
irrproved varieties and technologies is in place and functiooing well. Credit lines have been maintained and
the Mission's policy dialogue and actions will continue to emphasize denationalizing the coffee industry.

Finally, an end of project evaluatioo for Project 519-0263 is scheduled for 1988. The outcome will guide
implementation for Project 519-0307, especially regarding the capability of the BFA and the desirability of
its participation in project 519-0307 or the need for further institutional assistance to the BFA. An
evaluation of Project 519-0265 is no longer contemplated, although a study of the impact of the lIgrarian
Reform itself is currently being conducted. An end of project evaluaticn was conducted during 1987 for
Project 519-0312, and its results were incorporated into the rn-going Technoserve Project.
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CJB]l;l:TlVE !'b. 2: SI'RENG'I'Hlli 'IllE PRIVATE SECI'OR

1. COl.lNTRY DEVEUJPMENI' 'I'REM:.s INDICATORS 1985 1986 1987 1988 1989 1990
Actual Actual Proj Actual Proj Proj Proj

Private Investment as % of GDP "!/ 8.7 10.6 9.6 10.9 11.4 11.7 12.0

Bankin::J System's Credit to the Private
Sector

Millions of Current Colones 2/ 4193.4 5107.6 6869.6 5528.5 6483.0 7650.0 8950.0
Hi11ions of 1962 Colones y - 876.0 778.6 904.5 726.1 748.0 770.0 793.0

Percentage of 'lbta1 Gross Banking System 58.4 64.0 65.4 63.0 65.3 66.0 67.0
Credit Goin::J to the Private Sector

2. A. I. D. PR03RAH PERFORl-1J\NCE INDICAIDRS 1985 1986 1987 1988 1989 1990
Actual Actual proj Actual Proj Proj proj

Number of Small Enterprises Receiving ~ 6,900 6,670 7,000 15,100 10,800 13,000 15,000
Credit Under A.I.D. Supported Prcgrams

Training and Technical Assistance to 5/ 14,253 19,533 25,000 10,141 12,000 14,000 15,000
Srrall Entrepreneurs (number of personS)

A.I.D. supported Credit to the Private 112.1 59.7 NIl. 151.2 ~ 84.6 97.9 72.0
Sector ($ millions equivalent)

~ercentage of A.I.D. supported Credit 6.2 11.2 10.0 17.7 15.7 23.6
Goin::J to the Srrall Business Sector

1/ Difference in percentage nUlnbers from last Action Plan are due to an improved source of inforrration.
2/ All inforoation derived frcrn USF~D/ECOt~. Targets for 1989/90 are consistent with projected rates of inflation.
3/ The projections reflect an increase of 3% annually, .micl1 is oonsistant with the projected real growth rate.
4/ A small enterprise is defined as one with less than 50 enployees arrl Us$loo,OOO (equivalent) in total assets.
~ Projections are down from last year because Project 519-0229(B) accounted for most of the trainin::J, and

this Project was terminated in Septamber 1986.
§/ The Actual for 1987 includes $74.2 million in earthquake relief credit.
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3. ACIUAL VS. PlANNED Acca1PLISH1'lENrs UNDER BENOJMARKS FOR F'i 1987 AND EARLY F'i 1988.

- Trade Credit Insurance Program (TCIP) of $75 million.

Status: Achieved.

Medium-term credit insurance for U.S. banks to extend medium-term lines of credit to
Salvadoran commercial banks.

Status: The medium-term EXIM facility had not previously been utilized to a great
extent because the importei1:x>re the exchange risk. In the third quarter of F'i
1987, the Central Reservl! Bank assumed this risk. In the last quarter of F'i 1987

". the Missioo am Eximbank renewed the program for one year and the ceiling was
increased to us$20 million (from the original Us$lO). Current utilization is at
Us$12 millioo.

l\ctive A.I.D.-sUJ:POrted PVOS pran::>ting develcpnent of private sector.

Quarter/Year

lQ F'i88

3Q F'i88

3Q F'i88

Status: Ongoing USAID-supported PVO projects include the Technical !\ssistance to
Business (519-0302), and the Small Enterprise Development (519-0322) projects with
the International Executive Service Corps (IESC). Under FUSADES, the Urban Small
Business (PROPEMI) project (519-0304) provides technical assistance, training and credit
to the small entrepreneur. FUSADES' Associatioo Strengthening Activities (FORrAS)
program (519-0316 and 519-0336) errleavors to institutionally strengthen the capacity
of private sector business associations to provide their members important inforrnatioo,
technical advice and the general guidance needed to maintain and improve their cperations.
FUSADES' Department of Social and E=nomic Studies (DEES) (0316, 0336) undertakes studies am
analyses required to develop the conceptual and analytical basis for prcposing
recommendations to the GOES 00 policies or actions.

Eliminate requirement for prior OCR awroval of fuMs committed by CXJllUIlercial banks
for discount lines of credit.

Status: The OCR developed two sets of guidelines to standardize the credit application
am analysis process. Although this standardizatioo of the credit mechanism eliminates
one of the major constraints to decentralization of credit an:>roval, progress in turning
over awroval authority to the camnercial banks continues to lag. A key constraint is
the lack of oompetent credit analysts at the CXlIlIllercial bank level. However, the Central
Reserve Bank is in the prO<."ess of formulatiIXJ a decentralizatioo plan to be OOIlpleted in
the third 'Parter of F'i 1988.
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Encourage the GOES to continue an ongoing dialogue with noderate private
sector and labor leaders that will lead to the adopticn of a labor code.

Status: The Mission continues to encourage more open dialogue between the moderates
of l:x>th the private and public sectors and labor leaders. During the current fiscal
year INCAE held a series of seminars on credit policies, labor policies and policy
ccordinaticn with the participatien of the public, private and labor sectors.
Aqree:nent between leaders in the private and fUblic sectors and lal:x>r for the fUrpose
of adopting a labor code is one of the key policy dialogue actions for the current
Action Plan period.

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

Status: The Mission is currently developing a scope of work for technical assistance
to J::c provided to the GOE5 for the PurfOse of formUlating regulations to govern
tbe establi shment and operat ion of foreign banks in El Salvador.

El1courage the private sector to playa positive role in ecu,Dmic reactivation.

Status: The Association Strengthening Activities (FORTAS) Project (519-0316, 519-0336)
under FUSADES endeavors to institutionally strengthen Salvadoran business associations
witb b~e objective of increasing the private sector's participation in tbe economy,
and enhancing private sector associations' awareness of the role of IDntraditional
exports in promoting economic growth. As a co"f>le.'Oent to FORTAS activities, tbe
Department of Social and Economic Studies in ru5.'illES works to increase awareness of
public and private sectors on tbe need to reactivate and reorient tbe economy.
At the rrorr.ent, the Department is carrying out a study en the feasibility of
privatization, and an analysis of lal:x>r legislation tbroughout Central America.

Provide technical assistance and training to at least 5,000 persons in the small
scale enterprise sector.

Status: ~bre than 10,000 s][;all entrepreneurs lxmefitted from USi\ID programs
durin3 1987.

The Monetary Board establishes market interest rates for SSE lending tbrough
the commercial banking system.

Status: N::> progress has been made.
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4. KE'l FOLICY DIAJ:J:X;UE ACTIO'lS A."ID CCNDITIONlILITI!'.S PlANNED FDR ACTICN PLi\N PERIOD

-- En=urage the GOES, private sector am labor leaders to reach a consensus
leading to the establishment of a labor code.

-- Obtain a =mmitment from the GOES to develcp and begin irnplementiDj the
ODRSAIN divestiture plan.

-- Obtain adoption by the C{)!'.S of implementing regulations governing the establishment
am operatioo of foreign banks in El Salvador.

Quarter/year

4Q FY139

4Q FY88

10 FY139

>.
- Seek to Obtain GOES approval for the establishment of at least cne

private financial insti tuticn in El S:l1vador.
10 FY90

5. KE'l PROJECI'/PROORAM lCCCt-IPLISH!'1ENl'S PLA."<NED FDR l'CI'ICN PLi\N PERIOD

- Maintain TCIP level at $100 millicn. ($100 millicn waS reached in 10 FY8B)

- Disburse FY137 local currency credit lines.

- Disburse FY88 local currency credit lines.

-- Coitplete the program to strengthen foor pilot credi t agencies wi thin FEJ:EXX:REDI'Kl.

- Provide 2.000 small am micro enterprises with credit through PIDPDII.

- Expand delivery of FDRI'AS services to reach 50 private sector associations.

- Write 100 millicn colcnes in PIDINVER investment insurance.

- Privatize two state-cwned roldiDjs.

- EstabliSh one private financial instituticn.

- Expand the Junior Achievement program to reach 6.000 youths per year.
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6. PROJECrS SUPPORl'IN:l OBJECI'IVE
OBLlGATICNS

cumulative
New (N) Type of WP Through F'Y Fi IT

Title NllITll:er Ongoi~ FundiNJ ($000) L/G/U:; F'l 1987 1988 1989 1990--
Technical Assistance to 519-0302 0 IY\ 500 G 500 0 0 0
Business (lESe)

Urban small Business 519-0304 0 fA 3,000 G 3,000 0 0 0

·Youth Entrepreneurial Dev. 519-0311 0 IY\ 650 G 650 0 0 0

Association Strengthening 519-0316 0 fA 1,490 G 1,490 0 0 0
Activities (FUSADES)

S~11 Enterprise Dev. 519-0322 0 DI\ 1,000 G 1,000 0 0 0

Private Sector Initiatives 519-0336 0 DI\ 8,000 G 2,250 2,000 3,750 0

Prjvatization 519-0350 N fA 6,500 G 0 0 1,500 2,000

Small Business Assistance 519-0318 N DI\ 7,500 G 0 0 0 3,000

Council for International 519-0999 N or. 483 G 0 283 200 0
Development (PVO)

--~------- --------------
Private sector supfOrt 519-LC-18 0 ESF NA u:; 172,600 68,700 73,000 70,000

pvo's 519-LC-88 ° ESP NA u:; 0 3,640 4,000 8,000

f ,
I ,
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7. NAAAATIVE

T0day, El Solvador faces the clv311enge of reactivating its economy in the midst of a protracted civil
conflict and an international ecorDmic situation that no longer favors the basis upon which its earlier
prosperity r~d been built. Pecent Salvadoran history, including major reforws instituted in 1980 such as the
agrarian reform arrl the nationalization of coffee marketing and the financial sector, has left a bitter
legClCY of mistrust between the present governing IBrty and the private sector, Channels must be kept q>en
and widened bet"een the t"D groups: the GOES must begin to view the private sector as the major contributor
to tl1e generation of ~ployment and gr~,""Jh, and the private sector must do more toward achieVing national
consensus on and develcping positive proposals for reactivating the economy. Furthermore, in order to
achieve a national consensus, the labor sector must playa role in the process.

"

The Mission's policy dialogue for streng':hening the private sector is directed towards modernizing the
private sector and t~ards encouraging tile GOES to realize and support the vital rOle of the entrepreneurial
and labor sectors in econo;nic gr~lth and development, and to assist the private sector, including labor, to
achieve higher levels of production and productivi ty. 'Ib this end, the r-'J.ssion' s intervent ions wi 11 focus on
the folloHing program areas: 1) depolarization of the relationships betHeen and among the major sectors of
Salvadoran society ti1at influence economic activity; 2) privatization, including divestiture of state-owned
enterprises and facilitation of private sector involvement or investment in activities heretofore within the
purvieH of the public sector; 3) simplification of the process for accessing credit and foreign exchange by
private enterprises; 4) enhancement of the private sector' s caIBci ty to contr i bute to improvements in
economic and social policy matters, and strengthening the role of private sector associations in carrying out
development activities: and, 5) elimination of constraints to the development of small scale enterprises in
El Salvador.

In the depolarization area, we will continue to support fonnrs in Which the entrepreneurial, labor, and
public sectors can work constructively to address policy impediments and development needs and
opportunities. Direct approaches will include continued support for a series of seminars to be conducted by
It~AE, in which the public, entrepreneurial, labor and other decision-making sectors can discuss policy
issues such as exchange rate rolicy, labor policy, and stabilization/reactivation measures. The Mission will
also continue to support specific committees such as the Export and Investment Development Committee
(CODEXI), comprised of high-level GOES members of the economic cabinet and prominent oosinessmen, and the
credit and foreign exchange cowMdttee, comprised of representatives from major business associations and the
Central Reserve Bank (OCR).

our efforts to support privatization will focus primarily on the provision of technical assistance to the
GO£S in the implementation of a divestiture plan for state-owned enterprises and real estate holdings.
During FY 1988, short-term technical assistance will be provided to help in the legal review, valuation and
marketing of the assets. In addition, the Mission will provide short-term technical assistance to the GOES
in the development of a broader privatization strategy for the future. That strategy and supporting analysis
will serve as the basis for the development of a Privatization project (519-0350), scheduled for
authorization and initial obligation in FY 1989.
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I3P.cause timely access to credit and foreign exchange is essential for econanic reactivation in El
Salvador, th. Mission will continue to s~)port sin~lification of the processes for accessing credit and
foreign exchange. Specifically, our efforts in the short-term will te aimed at furthering
decentralization of the analysis and decision-making processes for access to the C<lES local currency
rediscount facilities in the OCR. 'Ibward this end, the OCR has approved a "guide for project
preparation", which unifies the criteria for preparatirn and presentation of credit proposals to the OCR
throu'1h the connnercial banks. In addition, the OCR will develop a decentralization action plan which
raises the ceilings for loan allDunts that the commercial banks can approve unilaterally am eliminates
double analysis of credit applications (Le. at the bank and at the OCR). As regards access to foreign
exchange, the GOES has approved the use of dollar accounts for nontraditional exporters, who in tum, can
use these dollars for their import needs and can sell the surplUS to other importers at a mutually agreed
upa1 premium. The GOF.B has also reduced the number of "nonessential" items that can be imported into El
Salvador. The ~lission's short-term strategy in this area is to continue to monitor the foreign exchange
allocation am approval process am assist the OCR in further liberalization of the process as needed.

In 1988, the Mission and the OCR will carry cut a financial sector assessment. '!his assessment will serve
as the principal basis for tlle provision of technical assistance am training to the sector in order to
eXpedite the delivery of credit and foreign exchange to private enterprises. FurtherllDre, the Mission
will continue its policy dialO1ue with the cers on the nero to establish private bankir>] in El Salvador,
with a view to complementing the existing structure of the sector and, through competition with private
financial intermediation, foster improved efficiency of the public commercial banks. One of our targets
for FY 1990 is to obtain GOES approval of at least one private financial institution in El Salvador.

Hission sUfJPOrt to private sector participation in the areas of ecoN:)ffiic am social policy analysis and
formulation and in the development and imple~ntation of development activities began in 1984 and will
continue during the Action Plan period. 'The objective has been to to broaden the base of support for the
free enterprise system by helpir~ the private sector playa more active and positive role in the
reactivation of the economy am to project that irege into the cOlTummity. 'Ib that end, the USAlD, through
the Private Sector Initiatives (519-0336) and Association Stre~theningActivities (519-0316) projects,
sUfJPOrts the Economic am Social Studies Department (DEES) am the Association Strengthening Program
(!:'DRrA.C;) of FUSADES.

'I'hrough the DEES, the private sector has the capability of analyzing the macroeconomic and social
conditions of the country am can ",ake significant technical contributions to the SOlution of major
problems affecting El Salvador. The DEES "ill continue to seek broad consensus on the need to implement
an econo,aic rodel based on diversification of the export base am penetration of extraregional markets,
particularly the U.S. under the CBl. The DEES also makes input at the sectoral level through its analysis
of the policy and legal framework in El Salvador, am has been effective in disseminatir>] information to
the public.

Through the FORTAS program, support is provided for activities pr~sed by new and established business
associations am other private organizations to i~ove the effectiveness of their services to their
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mc>mlx!rship, and to engage them in carrying oot development initiatives. In this way, USG assistance can
have a greater outreach am impact in the larger community. To date, FORI'AS assistance has made possible
the creation and organization of foundations involved in funding training programs for private enterprise
(FEPADE). housing projects for lower income f"mUies (HABITAT), activities aimed at promoting occupational
safety (FIPRO), and a program to pro.mte the reactivation of the eastern region of t,'le country
(CQ\KDRDE). Business associations also have received assistance from FORTr,s for activities such as
seminars on econQ~ic topics, invitational travel to Observe shrimp cultivation and coffee
industrialization in other countries, legal assistance for producers to obtain certification required to
become eligible for govern.'TIent incentives, and planning for new or refocussed endeavors. USAID will
continue to sl1l'f'Ort the efforts of FU5i\DFS under this program, as well as other efforts to prOlT'Ote the
free enterprise system, like the Junior Achievement Program, which gives high school students hands-on
experience in establishing and cperating their own mini-companies.

The final element of the Mission's strat€gy and program to pronote the private sector is the development
of sllBll and micro enterprises, which are estillBted to represent 99% of tJ-P- total number of
nonagriCUltural private sector enterprises in EI Salvador and to accoont for 59% of the jobs generated.
~le Mission's program will provide assistance in the areas of credit, training/technical assistance, and
policy analysis. In the area of credit, the Hission will continue to sl.JFPOl"t the institutional
strenthening of the Federatioo of Credit Agencies (FEDcxx:REDITO) through the provision of technical
assistance to implement administrative improvement measures, with emphasis in decentralization and the
strengthening of rural credit agencies. Short-term technical assistance will also be provided to
COili'TIercial banks to improve their adreinistrative efficiency in managing their small business portfolio
(¢400 million). Under the ongoing Urban SllBll Business (POOPEMI) Project, FUSADES will extend its basic
business administration training and credit program to other cities of El Salvador, while introducing
cost-saving measures to make the credit cperations financially self-sustaining. By FY 1990, these efforts
will be consolidated into a new small Business Assistance Project. Under that new start, credit will be
channeled in rural areas 1:1/ FEDECCP.EDITO and in urban areas by FUSADES, and the strategy for proViding
technical assistance and training will include backward and forward lin.1<ages between large or medium sized
enterprises and small or micro businesses. Through these linkages, small enterprises will be helped in
their production processes, and new markets will be provided by the larger companies. The project will
also include a policy analysis CXJlllponent to advocate sourrl policies such as market interest rates and
decentralized procedures for approving loan awlications. The legal environment as it effects small
enterprises will also be analyzed, and changes to existing laws will be prcposed to prOlT'Ote development of
the sector.

The USAID has not presented a small rosiness strategy statement as an annex to this Action Plan. The
Mission intends to refine its private sector strategy and incorporate it into the CDSS to be develcped in
the fall of 1988. A small oosiness strategy will form part of the overall private sector strategy and
will reflect the recan.~ations from the evaluatioo of the prom·1I program of FUSADES to be carried out
in the third q.Jarter of FY88. The slightly delayed timing of the updated small rosiness strategy will not
impede the development of the Mission's new Snall Business Assistance Project which has been lIDVed fran
FY89 to FY9O.
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~IVE No.5: POCMJrE ElO?ORI'S

1. CCllNl'RY 1EVElDPMENl' TREND INDICATORS 1985 1986 19B7 198B 1989 1990
Actual Actual Proj Actual Proj Proj Proj

'lbtal Value of Nontraditional Exports 175.2 169.0 NA 201.3 209.7 210.B 221.B
(goods and services) (US$ Millions)

'lb CACM 95.7 91.0 NA 117.0 122.3 119.0 123.2
OUtside CACM 79.5 7B.0 NA 84.3 87.4 91.8 98.6

Dral.back Industry Exports B3.3 39.9 24.0 45.0 48.3 55.B 64.0
Value Added Drawback Industries 34.6 16.7 NA 17.5 19.3 22.3 25.6

•
Value of Coffee 457.9 497.2 270.0 347.0 348.0 371.6 415.4

Reliable Jat<lAl !lOntraditional agricultural an::! industrial exports is not available. The 1987 actual
for~ff~ exports represents total value of the raw coffee exported including that an consignment.
Inc~r"atiQn derived from the r~~~rcial ~egistry, and provided by AID/BeeN.

2. ;.:.:). ?Rf:;R1'.:-~ ?ERFOPi·1ANCE It-.'DIC:\TORS 19B5 1986 1987 1988 1989 1990
A.I.:). .'.t :ributed Actual Actual Proj Actual Proj Proj Proj

Foreign Lxchan'le Generated by 2.3 3.5 NA 8.9 9.0 12.6 IB.l
NO:ltraditional Industrial Exports.

Invest:nent Generated by~1r 0.4 0.5 1.2 2.7 10.0 14.9
Industrial ExpJrts

Jobs rJ€ne!."'3.ted by Nr Exports 1,851 1,779 tIl'< 1,700 3,000 4,400 5,700

Crejit to Nontraditional i\gticultural NA NA 3.9 3.2 14.2 16.0 IB.O
ExpGrt sector (US$ :nillions)

l.'Ion-c:r3di tional .\gricultur-.: 2xports NA 1.2 2.1 1.9 5.0 27.0 43.0
(US$ "illions)

Hec t:::. rage in :lontraditional NA NA 900 700 1,BOO 2,100 2,500
Agribusiness ~rt Production

- 58 -

, • t t f f f •



•

3. J\Cl'UAL VS. PLANNED ACcnlPLlSH!·~rrs aIDER BENrnl·!ARKS rDR IT 1987 AND ENlLY FY 1988

3,000 jobs per year being created in nontraditional exports outside
regional markets.

Quarter/Year

10 FY88

I
I
i
!

".

Status: Under the FUSADfS comp:ment of the Industrial Stabilization and Recovery
project (519-0287), 5,330 jobs have been created in export industries during the period,
April 1985 to December 1987. These jobs have resulted from the tectL,ical assistance
and other promotioo activities carried out by FUSADES' Trade and Investment Promotioo
Program (PRIDEX). The goal of 3,000 per year will be reached during FY 1988,
and exceeded in subsequent years.

- Generation of an addi tional $10 mill: on per year in nontraditional exports ootside
regional markets.

Status: During CY 1987, the PRIDEX Program at FUSADES fu:lded market strategy
studies for numerous Salvadoran exporting firms. These, plus the technical assistance
on production and quality control provided by PRIDEX and FUSADES' Agricultural
Diversificatioo Program (DIVAGro), to export firms, have resulted in the generation
of $8.9 million in earnings from nontraditional industrial exports and $1.9 million
from nontraditional agricultural exports, for a total of $10.8 millioo in 1987.

- Generation of $10 million per year in new investment for production of nontraditional
eh1?Orts outside regional markets.

Status: The $10 million target, corresponding to the ~tission's projects with FUSADES,
has not been reached. FUSADES' investment pro'llOtion efforts resulted in approximately
$3.2 million in new investment in L~e nontraditiOP~l agricultural sector and
approximately $4.9 million in new and reinvestment in the nontraditional industrial
sector ($1.2 million is new investment). The establishment of new investment credit
facilities .in' FUSADES under the Industrial Stabilization and Recovery and Agribusiness
projects in'FY 1988 will stimulate investments m:Jre effectively than the mere provision
of technical assistance to FUSADES' current and future clients. The passage of a new
Investment Law and the establishment of a one-stop export documentation center, both
discussed below, will help create a better investment climate.

- The enacbnent of a new Investment Law during CY 1987 to \¥'date and streamline current
regulations, to allow the expeditious formaticn of new ClClIIplnies, and to bring into
accord. investment incentives and codes.
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Status: The proposed Investment lilw W3S sul:Initted to the Legislative Assembly in June,
1907 but was not approved. A revised draft of the Law ;.;ill be submitted by President
Duarte to the Legislative Assembly in April, 1988. Indications are that the Investment
Law will be passed by the fourth quarter of IT 1988.

- The streamlining of access by the private sector to foreign exchange for imports of raw
materials and capital goods required for export productico.

Status: Access to available foreign exchange by the private sector has been expedited
as a result of the problem identificatien efforts of a "Working Group" composed of
representatives of 10 private sector associations, the Central Reserve Bank (ECR),
and the USAID. In addition, the use of dollar accounts by exporters has increased
significantly due to the ECR's expansion of eligible importers that can buy the dollars
from the exporters.

- The availability of adequate credit for private sector export efforts.

Status: An additional ¢65 millim ($13 mi11i=) was all=ated in IT 1987
in support of private sector export activities.

- The committment at the highest GOES level to promote nontraditional exports as a top
national priority and the promulgati= of policies ;.;hich reflect this priority.

Status: Significant progress had been achieved in this area. The Export Developnent Law
was passed in 1986, and in 1987 implementing regulations were issued pertaining to:
the rcqister of exporters, benefits and sanctions for exporters, a ene-stop export center
(ClA"rrREX) , the TRX Credit Certificate (CDr). and barter and counter-trade. Another
significant positive development has been the creation of the Export and Investment
Dcve lopment Conuni t te (mDEXI). Formed in September 1986, OODEXI is composed of high
level CDES officials (Ministers of Foreign Trade, Finance, EconoWoj, Planning, in addition
to tIle Presi,Jent of the OCR) and five private sector leaders. In JeHle 1987, President
Duarte expressed his full support for this comoi ttee, which provides a forum for policy
dialogue between tl~ private and public sectors. C~DEXI has contributed significantly
to redecing the gap bet\;een the GOES and the private sector institutions directly
involved in export prolIDtion. In additien, CCDEXI input and follow-up have facilitated
the co<"pletion and approval of pending regulatior'.5 for the Export Development Law
(= free zones and the Tax Credit Certificate (cm'), tre expansion of the San Bartolo
Free Zone a!:d plans for the establishment of other free zones; proposals en incentives
that the OCR could offer to exporters; and the consolidati= of export processing
functions in CENI'REX, the one-stop export Ckx:umentation processing center rentioned above.
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- GATr - consistent export incentives.

Status: GOES will awly in June 1988 for provisional membership in the GATr.

- One produce transportatioo company financed.

Status: This activity was discontinued l:ecause an alternative overland shipping route
throtgh Mexico was developed.

IBRD - industrial export eredi t negotiated.

Status: Still under development.

4. KEY POLICY D:IAI.lX;UE ACI'ICNS lIND ex:tIDITlOOALITIES PLANNED FUR ACI'ICN PLAN PERIOD

- Encourage enactment of the new Investment law to update and streamline the regulations
for the formation of new CCJITII:eIlies and consolidation of investment incentives and oodes.

- Encourage the Central Reserve Bank to adopt policies and procedures which further
the decentralization of the credit awroval process, while sillUlltaneously raising
credit approval ceilings of the canmercial banks.

- Coordinate efforts between FUSIIDFS and the Ministry of Agriculture to revise
regulations and procedures relating to the development of the shrillp industry.

5. KEY PRDJEX::T/PROORAM J\CO:MPLISfMENI'S PLANNED FOR 'ffiE ACI'ICN PLAN PERIOD
~

- All inplementing regulations for the Export Development law a:upleted.

- New Investment law passed.

- Nl' industrial exports to markets outside the CACM increase by 10%.

-- Increases in the value of Nl' agricultural exports are estimated at $5.0
millicn in 1988, $27 millioo in 1989, $43 millioo in 1990.

- Creaticn of 3,000 new jobs per year by enterprises engaged in oontraditiooal
export act!vity.

- New investment of at least $10 million through FIDEX is achieved.

~ £1 _

lQ FY88

3Q FY87

4Q FY87

Quarter/Year

4Q FY88

4Q FY88

lQ FY89

Quarter/Year

4Q FY88

4Q FY88

2Q FY89

4Q FY90

4Q FY90

4Q FY89



-- A ftm:j is created in the OCR for the development of free zones.

-- The development of agricultural products (e.g., shrimp, fruits, vegetables,
ornamentals and spices) for export is accelerated (2,500 hectares).

-- The time for processing loans in the OCR is reduced fran six to three m:xlths.

--- COntractual relationships are developed between agribusiness enterprises
involVed in export processing and marketing with agrarian reform cooperatives.

--- Two private sector free zones begin operations.

-- Under-roof space at the San Bartolo Free ZOne is expanded by 20,000 square meters.

2Q FY89

lQ FY91

lQ F'i9O

4Q FY90

2Q FY89

OBLIGATICNS
CumUlative

New (N) Type of WP 'l'hrough IT F'i IT
Title Number Ongoing (0) Funding ($000) L/G/r..c IT 1987 1988 1989 1990

Industrial Stabilizaticn 519-0287 0 M/ESF 51,460 G 29,460 0 0 13,000

Industrial Parks and 519-0323 N mjESF 24,000 G 0 5,655 16,345 3,000
Infrastructure

~Iater Management 519-0303 0 M 18,744 G 18,744 0 0 0

Agrihusiness Development 519-0327 0 Q'\. 23,497 G 2,650 8,138 8,246 14,500
ESF 7,466 G 7,466 0 0 0

Commercial Farming 519-0351 N Q'\. 15,000 G 0 ° 0 6,000
-------------------------------------
Industrial Stabilizaticn .519-LC-90 Nil. PIAOO NA 1£ 2,166 920 ° 0

Industrial Parks 519-LC-91 NA PIA80 NA LC 0 3,000 1,600 0

Free ZO!'e San Bartolo 519-LC-92 Nil. ESF NA 1£ 1,200 5,000 800 0

Water Management 519-LC-17 NA PIA80 NA LC 750 540 800 406
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7. W\RMTIVE

For El salvador,with a small <:pen econcmy, export growth is the lifeline to economic stabilization and
re=very. The economy. hO<-lever, cannot =ntinue to depi'm on traditional exports (=ffee, sugar, am =tten)
for generating a~d sustaining dynamic gro<vth. It needs to diversify and increase exports, eSpi'cially those
of industrial. agroindustrial, and nontraditional agricultural products. Because the CAC1 is no longer a
viable growth rerket for rranufactured goods, new and !!Ore =rrpedtive narkets have to be pi'netrated by the
industrial sector. Extraregional markets also have to be tapped to pi'rmit export growth in the
nontraditional agricultural sector, given the limited domestic market and the need to generate foreign
exchange. Tb enter new markets successfully. existing enterprises have to become more efficient in their
production and mrketing, and new investment in these typi's of economic activity has to be fostered. In
order for this e=nomic reorientaticn to hawen. investment credit has to be provided, and the necessary
production and marketing knew-heM, Le., :xxrunercial and rrerket information, new technolcgies and tedmiques,
linkages between producers am new rerkets, have to be develcped and sUfPOrted.

The ~tission's strategy for protlOting economic re=very is predicated en the need to generate investment in
and exports of Y'.ontraditional products, both industrial and agricultural, 60 that these can be=me the rein
engines of sustained growth and employment generation. Tnerefore, the strategy must place emphasis on the
utilization of the country's highly productive, abundant aOO low-=st labor: it must al60 prOllOte
cpportunities for joint ventures with El Salvador's very capable entrepreneurs: seek foreign market access:
identify foreign investors: provide free zone industrial infrastructure for manufacturing concerns: aOO
provide linkages with producers W10 are willing to grow nontraditional creps for agribusiness export
cperations.

Tb accomplish the export prOtlOtion strategy, the Mission's policy dialcgue seeks to obtain public errlorsement
by the highest levels of the GOES of an export and investment program led by private sector initiatives. Tb
this eOO, Mission interventions will focus on the following program areas: 1) enactment of a policy fraBEWOrk
that is conducive to the develcpr.1ent of na/ exports aOO invest!nents: 2) export promotion: 3) investment
promotion: and 4) establishmant of support mechanisms such as terrorism insurance coverage, investment
credit, aOO facilitatioo of export aOO investment documentaticn.

In the policy area, the ~tission has made steady progress. A new Export Promotion Law develcped by the GOES
in consultation with FUSl\DES was approved in March 1986. The i1lq:>1e:nenting regUlations are new nearly
complete. 1'. new law governing international ban1<ing cperations, also approved in 1986, provides a solid
basis for the presence of foreign banks in El Salvador. FurtherllOre, the GOES, in consultatioo with FUSAIES
has completed a new law governing foreign investment, and we expect the law to be enacted in the foorth
quarter of FY88. In terms of foreign exchange policy, the GOES has approved the use of "dollar accounts" for
nontraditional exporters, through which exporters can meet their ilIq:>ort needs and sell surplus foreign
exchange to other inparters at a IIUtually agreed premium. en credit policy, the GOES has agreed to continue
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to make credit resources available to nontraditional exporters.
through the Export and Investment Develcpment Canmittee (CODEXI)
Ministers and prominent businessmen.

All of these efforts are made possible
formed in 1986, and COIlprised of Cabinet

The export prorotion effort was started in 1985 through the establislunent of the Trade and Investment
Promotion Program (PRIDEX) in fUSADES tmder the Industrial Stabilization am Recovery Project (519-0287).
PRIDEX prOlOCJtes private investment in the production and marketing of nontraditional exports and directly
helps companies to export through the provision of technical assistance, technology transfer, training and
market access. Nhile PRIDEX concentrates on industrial export promotion, aJSADES' Agricultural
Diversification Program (DIVAGRO) promotes exports of nontraditional agricultural products, through the
provision of technical assistance, training, market access and technology transfer.

Tb date, these programs have generated $16.6 million in new ehport earnings, 5,330 new jobs and $5 million in
new investment. Tb complement this effort, a new credit program has been developed to complement the efforts
of PRIDEX am D1VAGOO. The Export Investment Fund (FIDEX) will provide permanent working capital, investment
credit and equity financing to light manUfacturing/assembly and agribusiness projects. In 1989 and 1990, our
emphz,sis in the irflustrial sector will be on rapid turn-aroum drawback assembly, other light manufacturing,
and services (data entry). In the nontraditional agricultural sector, our focus will be on increased
production and foreign sales of Salvadoran products which are clearly competitive in international markets.
Fruits, vegetables, ornamental plants, spices, colorants and shrimp have been identified as products of
considerable promise.

Our efforts in the investment promotion area have yielded limited results thus far through the PRIDEX
activities. ~bst of the new investment made has been done by Salvadorans. However, increasing numbers of
u.s. firms have travelled to El Salvador to investigate joint venture activities and explore cpportunities
for direct investment. .~ the investment climate improves in El Salvador, the prospects are expected to
i,oprove. In 1987, ~>'\SI'EX, a large apparel company with cperati()ns in the Far East, the U.S. and Europe,
began operations in El Salvador. am hopes to provide contract work for 2,300 sewing machines by 1990. In
1988, AVX Ceramics, a u.S. electronic assembly firm will ~xpand its facility in El Salvador to manufacture a
line currently produced in \1est Ger~1nY. On tIle agribusiness side, a group of foreign investors is actively
pursuing a banana and pineapple operation in El Salvador and Grenada; another large U.S. agribusiness concern
is considering investing in mariculture in El Salvador. Our strategy is to continue to target specific
companies in the U.S. who are actively seeking cppcrtunities for investment off-shore. Through CODEX!, an
investment proroticn missicn will visit too Far East in too fall of 1988 to identi fy and prOlOCJte investment
in El Salvador.

In order to capitalize on an improving perception of El Salvador by foreign investors, and to provide El
Salvador with the tools to oompete effectively with other countries in too region, too Mission will obligate
a Free ZOne Development Project (519-0323) in IT 1988 to further increase foreign exchange earnings and
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17 1985 actual: all other figures are estimates projected from the 1978 and 1965 DeIOClgraphic Health
Survey. A new DeIOOgraphic Health survey will start in May. 1988.

~ Figures are estimates based on service statistics and Demographic Health data.
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3. ACIUAL VS. PIAJqNID Aa:et1PLISHMENrS IN IT 1987 AND EARLY IT 1988 AS IDENTIFIED IN BLOCKS 5 AND 6 OF lJ\ST'S
YEAR Perret< PLAN:

Quarter/Yeax

- Administraticn: Restructure the Special Administrative am Technical Unit (SA'lU).

j

~
I
I
,
I
I

1,
1
I

I
!

Status: Complete.

- Develcp a Management Informaticn System for all participating institutions
for managing· family planning/pcp..tlation service data and logistics.

Status: Pending. Public bidding process CXlI11J?leted.

- Information/Education/Catmunioations: launch a Mass Msdia caDpaign to reach 100'
of the fertile population.

Status: Campaign fully designed. launch is expected in March 1988.

services Delivery:

-Improve/expand the rural distribution of contraceptives program of the SIll'.
to reach 10,000 CYP.

Status: Complete.

-Incorporate private medical nectors in service delivery outreach program in order to
expand =verage of vollmtary fantily planning services by 5%.

Status: Pending. Hanagement changes in the Salvadoran DeJno;Jraphic Associaticn delayed
the accClllplishment of this action.

-Improve the ~UI rural health services to expand family planning services in health
units and health centers.

Status: Voluntary Family Planning services ~re incorporated in 100% of the rural health
centers am units of the llinistry of Health.

-Improve and expand the SDA.'s Social Marketing Program (SMP) to reach 40,000 CYP via small
stores program am rural ooc:peratives.
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Status: Partially accanplished. '!his year, the Social 11arketing Program reached
27,000 cyp. but was prevented from reaching 40,000 CYP due to a delay in receipt of
contraceptives. Recent Il6I18gement adjustments to the SD!\. have l:een nade to increase the
SMP coverage by 10% over IN 87 amounts.

4. KEY POLICY DIAILGUE ACI'IONS AND CO'IDITIONALITIES PlANNED FOR l\CTICN PLAN PERIOD

Secure a GOES policy that reduces import tariffs en contraceptives thereby reducing the
cost to the consumer, and increasing the accessibility of ION cost temporary methods of
contraceptien.

5. KEY Prom::r/PR03RAM JlC<XMPLISlliENI'S PlANNED FOR ACI'ICN PlA~ PERIOD

- Administratico: Develcp a functionir.:/ management infornatico system far all participating
institutions far managing family/population service data and logistics.

Information, Educatien, Communications: A new Mass Hedia campaign reaches 100% of the
fertile population.

Services Delivery:

- Improve/expand the ~al Distribution of Contraceptives program of
the SIll\. to increase voluntary family planning by 10% per annum.

- Incorporate private medical doctors into service delivery program to increase
access to voluntary family planning services by 5% per annum.

- EA~d family planning services offered 1:>J MOH rural health units
and health centers to include new temporary methods.

- Improve an:i expand the SD!\.' s social narketing program to increase oouple-years-of~

protectiCll by 25%.

- 68 -

2Q IN 89

Quarter/Year

lQ IN 89

3QIN88

4QEY88

4QEY88

4QEY89

4QEY90

f ' f f , f



,
I

i, .
I

I,.
I

6. PFOv"'EX::l'S SUPPORl'IOO OBJIXTIVE

Obligations
Cumulative

New (N) Type of LOP Through FY FY l"y
Title Numl::er Ongoing (0) funding ($000) L/G/Ie FY 1987 1988 1989 1990

Salvadoran Demographic 519-0275 0 m 7,353 G 7,353 0 0 0
Association (OPG)

Population Dynamics 519-0210 0 m 10,000 G 9,184 816 0 0

Private Family Planning 519-0999 N m 9,000 G 0 0 2,100 3,000
Initiatives (PVOS)

Population Dynamics 519-Ie-27 0 PI. NI'. Ie 260 200 500 0
ClOlD1terpart

7. NARRATIVE:

The GOES has recognized for nore than two decades the need for reduced population gra.rth and for programs to
provide family planning to those who request it. The Salvadoran Demo;jraphic Associatien (Sm), a private
family planning organization, has actively supported and delivered family planning programs and services
since 1962. Both the GOES am private voluntary organizations are implementing programs that positively
!mpact en the reproductive health of Salvadoran rouples.

A.LD. 's population program strengthens selected Salvadoran institutions involved in population and family
planning activities via management and a&~inistrative improvements. Clinical trials of new types of
rontraception are being corrlucted, an::1 other rontraceptive techniques will be widely distributed to provide
couples with increased choice. 'n1e Hission also supports sm's efforts to stimulate private sector activity
through such program as marketing rontraceptives to pharmacies am small stores throughout the country. In
1987, the sm project provided services to 10,000 women thrOL~h its clinical program, to 27,000 couples
through the sale of condoms am oral rontraceptives via its social ~1arketing Program, am to 10,000 couples
through its rural distribution program. OITer SOO persons were trained to COIlduct a mass media O2lIlpaign that
promoted the use of sm clinics. The Pq>U1atien Dynamics project (519-0210), whidl supports public sector
family planning programs, facilitated the prOVision of family planning services to 60,000 new users in the
Ministry of Health and 20,000 new users in the social Security Institute. OVer 2 millien pronotiooal
paqihlets and posters were printed and distrib.1ted by the M:II natioowide to government clinics.
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'l't.o evaluations were planned and carried out during FY 1987 in oonnection with these A.J.D.-financed
populatien projects. The first evaluatien analyzed the Populatien Dynamics project's special management unit
(SAW). making recommendations to improve this unit's functioning. 'lhese recanrnendations have been carried
out in a timely fashion. and project inplementation has accelerated. The second evaluatien provided a
descriptive report on the feasibility of modifying the Salvadoran Demographic Association's Social Marketing
Pr03ram to achieve greater impact. The conclusions and re=mmendations of this evaluatien will provide the
basis for the development of an SOA for-profit affiliate organization planned for a 1989 start.

In 1988. the SDI\ is expected to provide services to some 8.000 looOffien and contraceptive coverage to
approximately 40.000 couples. An estimated 1.000 individuals from different organizations will be trained in
population and family planning. Projections indicate that approximately 60.000 new users will receive
voluntary family planning from the Ministry of Health and 25,000 new users from the Social security
Institute. During the course of the year. tl'oU evaluations are also planned. The mid-project review of the
Population Dynamics project to be carried out late in FY 1988, will provide us with information on the
success of this public service sector project. A se=nd evaluatien will focus on rural =rnmunity-based
delivery schemes of the Ministry of Health. the Salvadoran Ilemo:Jraphic Association. and other private
voluntary organizations; the purpose of this evaluation is to identify strategies and pr03rams to increase
the access of the rural population to contraceptives.

The output target of the project with the SDI\ is to increase contraceptive coverage to 150,000 users by
1990. The Population Dynamics project inputs are expected to provide coverage for 320,000 users. which in
conjunctien with the SDI\ activities will result in a contraceptive prevalence rate of 52% by early CY 1990.

'lhe existing family planning projects will continue into FY 1990. late in FY 1989. the Mission will initiate
a single follow-en effort to support private sector family planning initiatives. 'lhis four year. $9.0
million project will increase private sector involvement in service delivery and will focus en rural outreach
and private commercial initiatives.
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2. A.LD. PROOAAM PERFO~ INDICATORS Y
1985 1986 1987 1988 1989 1990

Actual Actual proj Actual Proj Proj Proj

A. Number of persons protected against major
disa,ses under A.I.D. - supported programs
( 'ODD)
Diarrhea disease 5,378 5,488 5,600 NA 2/ 5,700 5,800 7,000
MJ.laria 4,195 4,325 NA 4,440 4,600 4,700 4,852

B. NUIl'lJer of people servedl:y new pJtable water NIl. NIl. NIl. 80Y 300 400 440
systeJlL'5 under A. I.D. - sUft'Orted programs
(annual increments OOQ)

C. Number or persons served bi new sanitation NIl. NIl. NA 125 150 200
services under A.I.D. - supported prograJlL'5
(annual increments 000)

D. Number of civilian amputees fitted with NA NA 351 250 300 300
lCMer limb prosthesis

E. Number of Civilian Amputees treated in u.s. 35 10 NA NA

F. Number of handicapped served
through ISRI ('000) NA 4 5 5.5 5.5

11 These figures differ from those provided previously; M:H now has llOI"e couplete tabulations.
2/ Figures for Ci 87 will not be available fran the GOES until MJ.y 1988.
"1J Result of Pilot Program cnly; major activities begin in 1988.
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3. ACI'UAL VS. PUINNED A<XX:MPLISHHEUI'S IN IT 1987 AND EAPLY 1900.

--- Encourage Man/GOES to allocate sufficient budgetary resources for preventive
maintenance of physical plants, equipment, and vehicles as well as acquisition of
priority p1armaceuticals, medical supplies and spare parts.

Status: MOH is slCMly becoming aware of need to budget for these activities. MJH is
utilizing vehicle maintenance systems established under VISISA. Maintenance of physical
plants and equipment is improving with T.A. provided under APSISA. Man has reduced number
of different p,armaceuticals to be purchased with project funds: this has eliminated many
nonpriority items.

--- Encourage l-UI to develq> streamlined procedures for estimating UJI,a,ooity requirements
based en level of facility am disease patterns to ensure appropriate, timely procurement
and distribution of p,armaceuticals.

Status: A new form for estimating UJlta,ooity requirements based on level of facility
~ develcped in 1987.

Quarter/Year

JO FY 87

JOFY88

i,
1

I
I
I
I
1

I
~

,
I,

I
I
j,
I
;

!

--- Encourage the MOH to develop a co--financed revolving fund to generate the resources
necessary to eventually take over pharmaceutical procurements presently
financed by A.I.D.

StatUS: No acticn to date.

--- Encourage ~OI to elaborate annual and multiyear plans for allocating increased
resources to preventive maintenance and spare parts acquisition.

Status: J\ction Plans were developed in 1987 and 1988, lI'tlich define preventive
paintenance activities and spare parts acquisition.

--- Encourage ~OI to rationalize technical and administrative personnel positions to
ensure the availability of adequately trained maintenance personnel at the regicoal level.

Status: The MOH reviewed technical personnel needs, but limi tations on the establish
ment of new positions by the President have precluded filling these positions.
The Mission has been unable thus far to convince the MOH to substitute technical positions
for existing administrative persormel. As an interim measure, regilXlal leVel personnel
were trained in preventive and corrective electrical maintenance.
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-- National houseoold survey of demarrl arrl utilizaticn of health care services.

status: Rescheduled for 4Q F'{ 1988.

- OJrnplete the installation of an automated pharmaceutical aM medical sUWly
management system.

Status: A newly designed Basic Drug List has been conputerized and implemented
in all 5 Regions. Installation of the automated system in 4 remainiD;) regicns
is pendiD;) arrival of MIS IIdvisor, scheduled for 3Q F'{ 1988.

- Train regional and central MSPAS staff in new pharmaceutical and medical sUWly
renagement system.

Status: Sixty participants received trainiD;) in new pharmaceutical
management procedures.

Complete implementation and evaluation of first large malaria source reduction
project.

Status: Plans have been completed and a construction contract signed. The revised
completioo date is 4Q F'{ 1988. The evaluatioo has been postpcned to 4Q F'i89.

Restratify malaria susceptible areas based on 1984-86 data, surveys and program results.

Status: Restratificatioo has begun and is schedUled for completicn in lQ F'i89.

---- Complete targeted malaria spray cycles of approximately 33,500 houses annually.

Status: Three sprayin:! cycles were completed, coverin:! approximately 31,385 houses.
~1alaria rates have declined 46% since 1986.

- Ufgrade laboratory personnel skills to improve diagnosis of malaria in health
facili ties.

Status: 'I\;o training courses for forty participants were conducted on slide analysis
for improvin:! malaria diagnosis and 200,645 slides were oolleeted thru December 31,
1987, representin:! a 9.86% increase over 1986.
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- Corrplete installation of preventive maintenance procedures for selected bie-med equipment in 10 FY 88
all regions.

•

I
1

'.

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

Status: Ten training courses of awroximately thirty participants each were held in
the Paracentral, ~Etropolitan. Occidental, Central and oriental Regions on the use
of the new drug formulary. The remaining personnel will be trained in 1988 and 1989.

- 11aintain bie-medical equipment maintenance productivi ty (% ~rk orders cxmq:>leted/lI'Orlth)
at 80% m:>nthly average.

Status: 1I[:proximately 70% of ~rk orders are being cxmq:>leted/llOnth.

- Complete renovation of facilities aun installation of equipment purchased under
Health Systems Vitalization Project (519-0291).

Status: All X-Ray equipment purchased under VISISA has been installed in MJH facilities;
shelving for the zacamil Unispan bJilding has been cxmq:>leted and installation and calibration
of lXlC laboratory equipment will be completed by 2Q FY88. A contract has been signed for
remodelling and relocation of the print shop which is scheduled for cxmq:>letion in 4Q FY88.

Status: An inventory is currently being conducted to define preventive maintenance
procedures for selected bie-med equipment in all regions.

4Q FY 87

10 FY B8

3Q FY 87

- Improve immnunization services through plblic health facilities. 3Q FY 87

Status: The Ministry of Health has designed a five-year ill1r.1unization plan.
The plan, prepared in April 1987, contains a detailed implementation plan through 1991
for a nationwide vaccinaticn program with the ~m regular facilities.

4. KEY POLICY DIAlJ:)3UE l\CI'ICNS AND CCNDITICNALITIES PllINNED EUR IlA1.oI\OCE OF 0JRREN1' FY AND l\CI'IOO PIAN PERIOD

Quarter/Year

- secure M:tI/GOES action to increase user fees to increase oost-reoovery.
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--- Encourage MOH/GOES to allocate increased resources to rural preventative
services.

Secure lUI/GOES CXJIl1IlIitment to allocate sufficient b.Jdgetary resources for cr 1989
preventive maintenance of rhysical plant, equipment, and vehicles, as well as
acquisition of priority pharmaceuticals, medical sUFPlies, and spare parts.

- Complete national household survey of demand and utilizaticn of health care services.

- Complete the installation of an automated pharneceutical and medical sUfPly management system.

--- Complete all planned malaria prevention activities including training, construction,
surveys and spraying.

- Train 20 regional clinical medical/paramedical personnel in new drug inventory/ordering
system.

- Maintain bio-medical equipment maintenance productiVity (% I\Urk orders conpleted/llOnth) -.
at 80% monthly average.

Fit 300 lower limb prostheses for civilian amputees in FY 88.

-- Establish and equip prosthetics workshq:> producing 25 artificial limbs per month.

70 Mass ~ledia Health Education messages prepared and aired throoghout the =untry.

400 rural health (PRCSAR) workers distributing ORS packets am educating IlOthers in their use;
1,800,000 ORS packets distributed.

30 emergency medical service directors trained.

50 laboratories in health units rehabilitated and functioning.
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6. PIDJEX:TS SJPPORl'IOO OBJEX::I'IVE
Obligations

New (N) or Type of LOP L/G/ CUm. Thru IT IT IT
Title Number Ongoing (0) Fundirr;J ($000). LC IT 87 1988 1989 1990

Health Systems Support 519-0308 0 DI\ 44,500 G 27,324 11,824 5,352 1/ 0
ESP 1,500 1,500 0 0- 0

U.S. ~ledical Referrals 519-0343 0 DI\ 65 G 65 0 0 0

Knights of t1alta 519--0342 0 m 720 G 500 220 0 0
Temporary Prosthesis Program

TELE'1'a'l Foondation (OPG) 519-0346 0 m 2,450 G 1,435 1,015 0 0

Health Systems Vitalization 519-0291 0 DI\ 10,225 1/ G 10,225 Y 0 0
519--0291 0 m 23,380 - L 23,380 0 0 0

Private Sector Health Care (PlIO) 519-0999 N DI\ 9,000 G 0 0 0 2,400
---------------------
Health Systems Support 519-LC-28 0 PL NIl. LC 7,985 5,730 8,000 9,871

Inprovirr;J Rehabilitation service 519-LC-73 0 ESF NIl. LC 100 400 0 0

Y Reflects reobligation of $2.0 million in health funds to Health Systems Support Project and corresporrlirr;J
deobligatim of funds under Health Systems Vitalizatiat Project.
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7. NAAMTlVE

Despite the ongoing ravages of the \'iar and the consequent strains on the public sector tAldget, health
indicators in El Salvador have stabilized and several have shown SOlle improvement. One dramatic example of
this is malaria, with the nlml!:;er of cases having decreased by 46% in 1987. The infant mortality rate is also
surprisingly 10\~, awroximately the same as that of its neighbors with the same per capita income, and
despite the problems with displaced persons living in very congested areas, there have been no major
epidemics.

This situation has been in no small measure the direct result of the A.I.D. and MDH efforts. Through
A.I.D.'s massive infusion of funding for basic pharrraceuticals, medical supplies and emergency medical
equipment, the Ninistry has been able to continue to operate the majority of its primary health care
facilities (Posts, Units and Centers). This has served to maintain the populace's confidence in tJ", ~nH

health system during a time "A1en the ability of the GOES to meet public service needs has fallen due to the
continued heavy financial burden of the war. Alternatively, without A.LD. assistance at this critical time
the majority of t'ul! services ".Quld have collapSed and the rural population, already reeling under a myriad of
adversities, "KJuld have felt abandoned.

This success has not come without cost and some probable negative side effects. A.LD. financial sUfPOrt has
been high, totalling approximately $16 million per year (~ and LC), serving to increase the Ninistry's
already substantial dependence on donor agencies to finance curative and preventive care. Recognizing that
the historically high levels of foreign clonor s~'")()rt for pUblic health services cannot be sustained, and the
inability of the Government to meet t11e recurrent coses associated with tl1e extensive public sector health
infrastructure, the A.LD. strategy began, in FY 1987, to prepare the Ministry of Health for a decline. in
c~nor funding. Specifically, the A.I.D. strategy seeks to help the ~tinistry redirect its efforts toward
lower cost, preventive services, iqplement cost-recDvery schemes, and encourage private sector solutions to
health care needs ~erever practicable. The Health Systa~ SUpport Project (519-0308) also continues to
'provide financial support for the purchase of pharmaceuticals ard medical supplies and improvements in
administrative, logistical and financial control '''ystems to ensure that the pUblic health system remains
responsive to tl~ Salvadoran PVl?ulation's needs.

Another result of the war l1as been a dramatic increase in the number of civilians disabled, and a resulting
increase in the demand for rehabilitation am other sup?Ort services. The National Rehabilitation Institute
was ill-pref6red to w~et this additional service dewand. For example, the annual production of artificial
limbs (15) was insufficient to meet the needs of civiliar.s losing limbs in even a one-month period in 1987.
Recognizing this problem, the Hission, I-.Drking with GOES and private sector agencies, developed a
rehabilitation services strategy which unites private sector efforts with public sector programs to provide a
cer.tprehensive response to the needs of the handicapped population, particularly civilian amputees wi th
war-related injuries (e.g., mir.e accidents).
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As part of a short-term, emergency response, the USAID provided grant support to Project IlOrE to establish a
medical referral prCXJrarn to send up to 65 =mplicated amputee cases to the U.S. for free medical treatment.
A grant with the Salvadoran Association of the K~ights of Malta complements this short-term strategy,
providing financial support to fit another 600 amputees with prosthetic devices by the end of IT 1988.

Prosthetic and other rehabilitation service needs of the disabled population will be met over the long-term
through the establishment of a private sector prosthetics workshcp and patient support fund, as well as
through the upgrading of public sector rehabilitation prCXJrams. An IT 1987 grant to the Teleton Fourrlation
for Rehabilitaticn provides financial support for the prosthetics workshop, as well as a =mmunity educaticn
prCXJram and tedmical training programs for Salvadoran rehabilitation personnel employed at the National
Rehabiltation Ihstitute and private rehabilitation agencies.

!)Jring the Action Plan period, the Missi'Jn will =ntinue to support the strategies described above for
enabling the GOES to meet the =untry's health care and rehabilitation service needs. HcMever, for the
long-term we.plan to disengage from direct sUFPOrt to public sector programs that have a =ative medicine
bias. Our efforts will shift toward preventive medicine programs through the private sector. 'Ib this end,
in IT 1990, we will initiate a private sector health care program for industrial w::>rkers, as yet another way
for ensuring adequate access to health services for low-incone Salvadorans without incurring additional
financial I::.urdens for the GOES. As we withdraw from participation in p.1blic sector programs we will
encourage the GOES to solicit the =llaboration of other don:>rs in financing health assistanoe through
government dependencies.

.,
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D~IVE No. 10: REOOCE INFANl' AND aUill M)Rl'ALITY

1- OJUNI'RY DEVELOPMENl' TRENOO INDICATORS

1985 1986 1987 1988 1989 1990
Actual Actual Proj Actual Proj Proj Proj

Infant mortality rate 51.3 50 50 50 49 48 47
Child mortality rate 26 25 25 25 24 24 23

Source: salvadoran Demcgrafilic Health Survey, 1985

2. A.I.D. PImAAM PERFQRMI\NCE UNDER MISSICN INDICATORS

1985 1986 1987 1988 1989 1990
Actual Actual Proj Actual Proj Proj Proj

Child Health Visits 1/
to A.I.D. assisted clinics 1.1 1.4 1.7 1.7 2.0 2.3 2.5

Prenatal visits 883 914 1,000 1,000 1,500 2,000 2,500

(per 1,000 live births)

A.I.D. assisted Vaccinations
(Percentage of vaccinated
children less than 1 yr.) Y

~1easles 71 75 80 75 80 85
90. DPr 50· 50 60 53 55 60
80

Polio 54 60 65 65 70 75
80

DRS packages distributed to health facilities 1,900 1,500 3,000 2,000 2,500 3,000 3,500

(000)

Malnutrition 5.0% 5.0% 5.0% 4.0% 3.5% 3.0% 2.5%
(Gomez III)

1/ Per enrolled child.
y Percentage of target population.

- 80 -

f f • f f , • , ,



•

I
I,
~

I

3. ACTUJIL \'S. PL.l'.NNED l\CO:t-IPLISllHENI'S alDER BENCHMI>.RKS FDR IT 1987 A.'ID UlRLY IT 1988

-- Child Survival nass media campaign.

Status: A comprehensive Child SUrvival campaign was carried cut in IT 87.

-- Henorandum of Understanding for Expanded Immunization Program.

Status: Signed.

Purchase of 1,000,000 ORS packages.

Status: 1,000,000 ORS packages purchased and distributed to health facilities.

- Purchase of 500,000 syringes for National Vaccination Programs.

Status: 500,000 purchased and 250,000 used as of March 1988.

4. KEY POLIIT DIAI.J:X>UE PCTICNS lIND CCtlDITIOOALITIES PLANNED EtlR PCTICN PLl\N PERIOD

- ThrolXJh the analysis of financial am va=inatioo coverage data, secure GOES
agreement 00 the IlOSt cost effective system for immunizing Salvadoran children
under thO years of age.

- Through the FESJIL nutrition (XJUilxJllent, obtain GOES agreement on the appropriate
strategies to inprove the nutri tioo status of the maternal and child pq>U1ation.

5. KEY PIDJl'l::I'/PRXiRAM ACCXMPLISHMENl'S FDR PCTICN PLl\N PERIOD

- USAID develops a Country Child Survival Strategy.

-- Carry-out a Demographic Health SUrvey with a nutrition CXJilllXJuent.

Provide logistical sl.lfPXt for the t-linistry's Immunization Program, as called for
in the Interinstitutional Coordinating CoIIInittee (10:::) Memorandum of Understanding
for IT 88, i.e., purchase 300,000 additional syringes and provide financial
support to p.rrchase and repair cold chain equipnent.

- Develq> an iuproved child survival tracking system.
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6. Pro.JErrS &/PPORl'Im ~IVES

OBLIGATICNS
Cumulative

New (N) 'I)'pe of WP ThrOlgh EY EY EY
Title Number On:]oing (0) funding ($000) L/G/u:. EY 1987 1988 1989 1990

CAlMA (oro)
519-0329 0 D!\ 220 G 220 0 0 0

Save the Children 519-0300 0 D!\ 4,825 G 3,200 880 0 0

Health Systems support )j 519-0308 0 D!\ ( 9,000) G (4,500) (2,500)(2,000) 0

PVO/oros (Save the Children) 519-0999 N D!\ 8,000 G 0 745 1,500 2,500
--------------- ----------- ---------------
SChools & Health Centers 519-u:.-39 0 PL/ESF NA LC 2,742 0 0 0

Child Survival 519-LC-42 0 PI. NA LC 360 0 0 0

Y The figures shown for the Health Systems Support Project represent the amJunt of Project funding attributable
to support for the Ministry's Child Survival PrCX3rami these are non-add.
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;, 7. NARRATIVE

A-~ in many developing countries, morbidity and mortality data are of questionable validity and, in El
Salvador, this p',ucity of useful health d~ta has been exacerbated as a result of the conflict. However, El
Salvador has been able to maintain the comparatively gocx:1 health conditions in the country and make no::1est
gains since 1979 in areas such as the reduction of some infectious diseases. Far example, the rate per
100,000 of reported cases of measles declined from 223 in 1979 to 120 in 1984. Likewise, the number of
rep::>rted cases of polio declined from 52 cases in 1981 to 19 in 1984.

1

I
I

I
1

I

-.
The GOES commitment to child survival interventions has resulted in a generally improving situation with
regard to leading child survival indicators. The annual percentage of children under age one fully immunized
for polio has increased from 20% in 198~ to 60% in 1986. Immunization rates for measles for children under
one also increased, fran 46% in 1983 to 75% in 1986.

The 1987-1988 period demonstrated pro;Jress toward the accomplishment of Child survival prorotion. The
Missicn'increased coordinaticn with the international donor conununity, participating in the formation of an
Interinstitutional C=rdination Cormnittee (ICC) composed of the Ministry of Health, lIUCEF, PAH::>, and other
donor agencies. In addition, the USAID collaborated in the drafting and was a signatory to a ~!emorandum of
Understanding to surPOrt an expanded, integrated national vaccination pro;Jram. A.J.D. dollar funding also
supported educational activites of the Center for Maternal Lactation (CAU1A, project 519-0329) to improve
maternal child health through breastfeeding a~d an increased understanding of the nutritional needs of
newborns and infants, and a ~lass Media Campaign of the ICC prOllOting <Cnild Survival Interventions.

During the 1989-1990 Action Plan period, the USI\ID will develop a Child survival Strategy that will emphasize
the coordination of public arrl private efforts directed to reduce infant am child mortality in El Salvador.
The USAlD will continue to provide support through the Health Systems Support Project to strengthen
.lo;Jistical systems (e.g., the cold chain) and provide canrnodity support critical to the success of the GOES'
child survival strategy. In addition, we will encourage the Ministry to expand their strategy to include
child spacing as a priority intervention.

Finally, the USI\ID will continue to provide support far Save the Children's Cormnunity Based Rural Develcpnent
Pro;Jram, which impacts on child health through directed health and environmental sanitation interventions
(e.g., the introduction of potable "''ater and training of IIOthers in dlild-protective behavior), as well as
through activities designe:l to increase family income and thereby allo.~ far improved, nore healthy living
ronditions for dlildren. 'Ibis PlTO activity eatplements the GOES' dlild survival strategy, by providing
services in the renote eastern and northern regions of El Salvador.
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4Q EY 87

1989 1990
Proj proj

51,000 47.500
37.200 31,500

1989 1990
Proj proj

2,400 1.700
5,200 300
NA NA

Quarter/Year

3Q IT 87- Strengthen and support the Viceministry of Housing and Urban Development (VMVlXJ).

Status: With t1issicn am RllUJX)/CA assistance, the VMHUD successfUlly implemented the
housing romponent of the Earthquake Recovery Project. designed and started implementation
of tha Earthquake Reconstruction Project. arrl continued the implementation of the ongoing
Popular Housing Program (PIOlAVIFO).

3. ACI'UliL VS. FIl>l1UED ACXXX1PLISlR1ENrS IN IT 1987 "'.NO El\RLY 1988

os.m:;'rIVE No. 11: IMPROVE HXlSING

1- <nJNl'RY DEVEU)PMENl' TREW:\S INDICATORS

1985 1986 1987 1988
Proj proj Proj proj

•
Annual New Housing Needs 37,500 38,600 60,000 56.500
Annual HousiIB UpgradiIB Needs 24,000 25.000 56,000 45.100

2. A. I. O. PROJRAM PERFO~-1l\NCE INDICATORS 1985 1986 1987 1988
Actual Actual Proj Actual Proj

A.1.0. Supported New Housing Units 1/ 1,128 1,174 1,400 2,280 3,400
A.1.D. Supported Housing Upgrades - 629 921 3,000 10,120 5,325
A.1.0. Supp:::>rted Temporary Housing Units NA NA NA 33,825 NA

- Strengthen the San Salvador Metropolitan Council of Mayors (~0-1) planning capabilities. 4Q EY 87

StdtUS: With A.I.D. Grant support, the ~I plarming office was established, am priority
detion plans developed. After the J~~e 1988 PACD, this office will continue with municipal
and GOES support.

- Acceptance by GOES authorities of the principal of cost recovery. 2Q EY 88

Status: In p::incipal. acceptance of cost recovery by the GOES has been achieVed.
In practice. tmiversal application of this principal has been hindered by the
requirements of donors (both official and private) to pass donated ftmds on to
beneficiaries as donations. Also, severe reduction in real incomes over the last
several years has drastically reduced solutioo affordability if full oost recovery is applied.

Y 'lhese indicators do not include rural housing being provided under A.LD. support to displaced persons
during EY 87. 88. 89.
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- Acceptance by GOES Housirg Authorities of lower cost housing solutions.

~tatus: The need to be oonstruet and/or repair significant earthquake damage has IlOved
solie of the GOES housing authorities to accept lower cost SOlutions (eg. the FNV and
the Municipality). Others (eg. OOA & 1INIYI.) still hold on to their traditional standards.
New, stringent earthquake resistant design codes new hinder the provisicn of leMer costs
structural solutions.

- Establishing by the GOES of savings and interest rate policies to prevent
decapitalization.

Status: ~Bximum saving interest rat~s still remain controlled at levels that do not
encourage savings. Lendirg interest rates for housing have be<x:>me IIOre concessionary
as a result of earthquake reconstruction lending policies.

- Initiate a utili ty connecticn program throll;jh PR:Nl\VIPO.

Status: A water service installation program serVing over 2,100 families in 50
communities was successfully inplemented under the PlO'lAVIPO.

- Identify new url:en projects thrOu:Jh the Municipal Council of ~Byors (1-01).

status: The 1-01 plannirg office has been established and staffed. Several sttxUes
have been tmdertaken in land use, housing, tra11sport. watersheds. and social-eccnanic
char""cteristics of the populaticn. This office has also prepared a draft "Law far

~ Professional Practice in Construction within the Metropolitan P.rea". along with
priority acticn plans for small improvement projects in traffic flow.

- PRCt'lAVIPO CXXltracts private sector for construction of units using lower minimum
housing standards.

Status: 1.400 mits in five privately developed housing projects inoorporating
minimum standards have been funded under the POCNAVIPO.

- Establish three functionill;J PI70 advisory groups for coordination of social actions
affecting shelter solutions, relocation and land tenure.
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Status: Several PVO groups are now active in the rousing area and are develCfling
projects. No PlIO advisory group has teen established as planned am the Mission
does rot see a need for this.

--- Achieve tetter uniformity in housing interest rates.

Status: Progress to achieve IlOre uniform housing finance interest rates has teen
adversely affected 1:Jy the influx of IlOney from many donors for earthquake reconstruction.

3QFY88

4. KEY POLICY OIAID3UE ACI'IONS AND CONDITIONALITIES PUINNED FOR BALI\NCE OF a.JRRENl' Fi AND ACTION PU\N PERIOD

()Jarter/Year

GOES housing authorities establish and apply appropriate housing design standards for
earulquake reconstruction projects in San salvador.

GOES establishes, in conjunction with the World Bank, an adjustable payment
formula that will assure a 50% return in real tenus for investments in the Housing
Reconstruction credit lines.

Establish a timetable for the "Popular Housing Program" (PRCWI.VlPO) to become
administratively self supporting, Le., PR:lNAVlPO covers its cperating ClOst frem
income from projects it develcpes.

5. KEY PFDJECrjPf'IT,lW\ ACca'\PLISl:~'\ENrS PU\NNED FOR Be'\lJ\NCE OF OJRRENT FY AND ACTICN PLAN PERIOD

Provide, with RHUlXljC." support, training am technical assistance to the FNV, savings
and loan Associations and the private builders association (CASAIJX) to develop appropriate
housinJ designs for housing reconstruction credit lines.

Finance and complete repairs for over 5,000 units and construct over 5,000 new housing
units under Earthquake Reconstruction project.

Finance and complete upgrading for over 800 units and construct over 2,000 new units under
the Pro~VlPO project (ESF & ffi Local Currency).

Complete PVO projects with 0'lF and W:lrld Relief that will construct 680 units and upgrade
over 400 units.

- 86 -

3QFY88

3QFY88

4OFY88

4OFi88

4QFY90

4QFY90

3QFi89

f f f f , , , , •



6. PROJEX:TS SJPPORI'IN3 OBJl'X:I'IVE
OBLIGATIONS

Cumulative
New (N) Type of LOP Through FY FY FY

Title Number On;Joing (0) Funding ($000) L/G/1£ FY 1987 1988 1989 1990

Earthquake Reconst. 519-0333 !I 0 ESP (39,500) G (36,500) (3,000) 0 0

4,000 Y 1,660 Y 0

!,

i
j

j

i
I

I
;
~

Popular Housing

Program (VMIlIl1)

519-1£-40 o

o

ESP 5,000 1£

5,660 1£

5,000

o

o o o

1

I

I
l

I
I

11 This amamt is for the housing WiUpJuent ooly of 519-0333 a'll! is nonadd.
Y Local CUrrency obligations through jointly awroved 1Ictioo Plans.
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7. NARIWfIVE

El salvador's annual housing needs jwrp:!d drastically as a result of the 1986 san salvador earthquake. In
1987 an estimated 60,000 new units am 56,000 housing improvements were needed. While needs will begin to
taper off as a result of najor housing reconstruction activities, high level requirements will remain through
the actien plan period. Traditionally arout 14,000 to 15,000 new units a year are produced throu:Jh formal
construction. The remaining needs "have to be met through informal family efforts usually in slum areas or
illegal subdivisions lacking infrastructure services.

As a result of the 1986 earthquake, USG greatly increased its efforts and resources in housing. Since
priority has been placed on recovery/reconstruction projects aimed at rapidly repairing or replacing damaged
housing in Si'ln salvador, these efforts now support the goal of econa.nic and social stabilization as well as
the goal of spreading the benefits of growth. Within the context of the reconstruction efforts, A.I.D. will
continue to address key policy and structural problems affecting both formal and informal housing
production. Insti tutional capabilities, housi,)] finance policies, apprcpriate starrlards, infrastructure
upgrading, and appropriate public/private roles continue to be major sector development concerns.
Nevertheless, assuring the rapid construction/reconstruction of the housing stock will be the Missions major
~nph3sis during the 1988-1990 period.

Due to the large increase of resources programmed for housing, the Mission supported output jwrp:!d
substantially in 1987. OVer 2,100 new solutions, 7,195 repaired l~es and 33,825 ter.porary shelters resulted
from the earthquake recovery project. One hundred and eighty new solutions and 3,150 upgraded homes were
produced through ongoing programs (OlF and PIDNF-.VIPO). This increased output carre fran bein] able to
mobilize the capacity of many institutions including the rhlnicipality of San Salvador, the Vice Ministry of
flousing, the Directorate of Urbanization and Architecture, Urban Housing Institute, the savings and Loan
System, the Comrnercial FlanIdng System, the National water and Sewer Mministration, the San salvador
Electricity Mministration, and several PVO·s.

During the planning period, USG will concentrate on implementation of ongoing projects (Earthquake
Reconstruction, PIDt!AVIPO). Technical assistance, policy analysis and training needs that the Nission
believes essential to longer terln l>8Using sector development will be funded out of the proposed FY 1988
Technical Assistance, Policy Analysis and Training Project (519-0349), now under design. No new A.I.D.
housing project initiatives will be undertaken even though housing needs will remain high during the action
plan period. Since over $65.0 million of A.I.D. Grant resources will be placed in housing credit,
approximately $6.0 million to $ 7.0 million in reflews will be available each year for reinvestment into
housing. Mditionally, USG will encourage support from other donors, such as IDB, IBRD and CABEI, to fund
priority projects in this sector.
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3. 1ICIUAL VS/PUINNED lICO::MPLISHMFNl'S UNDER BENCHMARKS FOR FY 1987 AND FARLY 1988

Increase parent involvement in public educaticrl, especially in school maintenance
and stre~theni~ the educational process as part of education decentralization.

Status: Ongoi~ as of February 1988, parents, teachers, am schoolchildren at 850
schools across El Salvador have been trained in preventive maintenance of schools.
Each school has also received tool kit OOIIp:lSed of 53 pieces in order to
perform preventive maintenance.

- New classrooms (100 planned)
Reconstructed classrooms (500)
Teachers trained (3000)

Status: As of February 1988, 606 classrooms have been oonstructed or reccnstructed
delivered with 352 additional classrooms in process for a total of 958 classrooms
benefitting approximately 77,000 rural elementary school children.

1,920 classrooms have been equipped with:
44,085 school desks

1,600 teachers desks and chairs
2,000 bookcases
2,000 blackboards

250,000 notebooks
40,000 dozens of pencils

7,900 teachers provided in-service traini~ in the use of new textbooks.

10 Ministry of Education career employees began postgraduate Master's of Education
Administration degree traini~ programs.
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4. KEV POLICY DIAIroUE ACl'IOOS l\ND OJNDITIOOl\LITIES PLANNED FOR ACl'ICN PIA'! PERIOD

Address re=rent costs by increasing the efficiency of public sector primary
education planning and starting a new cost-effective interactive radio education
project.

Seek revision to GOES decree establishing tuition ceilings for private educational
institutions.

•
5. KEY ProJFJ:T/PRXlIWt lCca-lPLISHMmI'S PUINNEJ) FOR l'CTICN PLAN PERIOD

Quarter/year

4Q~9

Quarter/year
,

Education RevitalizationI A.
I

I New classrooms (177) 4Q FY88
Reconstructed classrooms (700) 4Q FY88

I Teachers trained (3,700) 4Q FY88
Schools with maintenance (300) 4Q FY88
Information system (installed) 4Q FY88
New classrooms (100) 4Q FYl39
Reconstructed classrooms (1,595) 4Q FYl39
Teachers trained (3,550) 4Q FY39
Schools wi th maintenance (500) 4Q FYl39

b. Vocational Training (FEPADE)

Trained administrators (120) 4Q FY88
Skilled loIOrkers (390) 4Q FY88
Trained administrators (240) 4Q FYl39
Skilled \"Orkers (BOO) 4Q FYl39
Trained administrators (480) 4Q FY90
Skilled I«<)l"kers (1,000) 4Q FY90
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6. PoonPrS SUPPORl'IOO OBJ);L'TIVE

OBLIGATICNS
Cumulative

New (N) Type of lDP 'l'hrou:Jh FY FY FY
Title Number Ongoing (0) Funding ($000) L/G/1£ FY 1987 1988 1989 1990

Educatioo System 519-0295 0 DI\ 35,040 G 27,614 6,925 SOl 0
Revi talizat ion

.Training for Prod./Canpet. 519-0315 0 DI\ 10,000 G 2,000 0 4,359 7,141
ESE' 4,000 G 4,000 0 0 0

Interactive Radio Educatioo 519-0357 N D!\ 8,000 G 0 0 0 3,000

----~--~

Education System 519-1£-41 0 PL NA 1£ 2,389 4,460 0 3,000
Revi talizat ion

7. NARRATIVE :

Since 1985, the Mission has been assisting the GOES in the restoration and improvement of access to prilll<iry
eclucatioo. The Educatioo System Revitalization Poject (519-0295) was signoo on April 18, 1985. Uooer this
project, we are in the process of assisting the ~tinistry of Education with the construction of 400 new

.classrooms aoo with the reconstructioo of 2,400 classroorrs that have sufferoo dalll<ige due to the political
situation since 1979. Approxilll<itely 100,000 primary school students will benefit from the 2,400 classrooms.
These classrooms will te providoo wi th furni ture aoo teaching rnaterials, aoo technical assistance to upgrade
teaching nnterials and train teachers. \-Ihile attention to primary aiucation has focusai on construction and
rehabilitation of school facilities during this period, USG is working with the GOES to engage other donors
in a strategy to continue these activities \Jhen USAID terminates its role at the end of tile current project.

For the looger term, the Missoo will continue to explore the possibilities for expanding technical and
vocational training at both the secondary and post-secondary levels, as these relate to the development neOOs
of the private sector. Also, in FY 1990, the Hissioo will significantly shift eJlilhasis in the ooucatioo
sector by starting a new Project "Interactive Radio Education" to increase the quality, efficiency and
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cost-effectiveness of education for approximately 1.2 million el~oentary school-aged children, as well as
approximately 500,000 elementary school-aged (K-9) children witlnut access to form"l schooling. Moreover. in
IT 1990, the r1ission will increase assistance to the technical-vocational and management skills sector
thrOLY,jl1 an amerrlrnent to the existing FEPADE Cooperative lvjreement (519-0315), providing additional inputs at
the post-secondary level to further enhance El salvador' s technical human resource base in order to stimulate
increased nontraditional exports and productivity in general. FEPADE will also playa significant am
important role in OJr long-term education strategy of establishing private and public sector linkages in
education.

The policy dialogue agenda for the education sector planned for the action period oonsists of t~ key action
areas. Which combined. will assist to improve the quality, efficiency. am cost effectiveness of both public
am private education. 'll1e following policy dialogue actions are consistent with our goal of improving
educational opportunities.

1. Reducing RE>current ('..osts: Several interventions will be undertaken. e.g. introducing new
high-level decisicn-making management tco1s to improve the quality of education planning, am
planning a new Interactive Education Radio project for start-up in FY 1990.

. 2. Private Education - USAID will seek revision of a GOES decree establishing tuitioo ceilings,
thereby attempting to alleviate a oonstraint in the self-financing of private education in
El salvador.

At the same time, decentralization efforts will continue under the current Education System Revitalization
project. to stimulate regionalization of the education bureaucracy am increase the active participation of
school parents in preventive maintenance of school facilities and OIIerall responsibilities for education at
the local level. In additioo. l.Irrler our ongoing project we will give attention to upgrading the quality of

~instructioo thrCAlgh the reVision of certain curricula (e.g •• civics).
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OBJEX:T1VE 00. 13: INCREASE PARr1C1PANT TRAINING

1. roJNl'RY. DEVELOFMENl' TRENl 1NDICA'lORS:

Non Applicable.

2. A.I.D. PllOORAM PERroItWlCE INDICATORS Y
1985 1986 1987 1988 1989 1990

Actual Actual Proj Actual Pr°i Proj Proj

CAPS Recipients (I.cn:l-term)
Ne~1 Starts 54 50 141 138 15 388 0
Carry Overs 54 104 224 221 226 768 1,063

CAPS Recipients (Short-term)
New Starts 289 196 244 147 53 900 250
Carry Overs 289 196 244 147 53 900 250

TOl'ALS
New Starts 343 246 385 285 68Y 1,288 ~ 250
Carry Overs 343 y 300 468 368 279 1,668 1,313

---------------- ----
PARr1C1PANT TRAlNlN:l

United States 93 89 125 132 213 198 NIl.
Thi rd Country 34 71 57 68 71 79 NIl.

TOl'ALS 127 160 102 200 284 268

If
Y

For ~,le-female breakdown see Country Training Plan Annex.
14ission is correcting the previously reported figure of 78 long-tenn academic scholars for FY 1985.
'l'vlenty-four (24) of these 78 actually departed for U. S. training in FY 1986. The total CAPS trainees for FY
1985 has been corrected accordingly.
This figure (68) includes 15 FY 1987 funded long-termers and 53 FY 1987 funded short-termers, tut with
departures in FY 1988.
Because of RFP procedures for FY 1988 program, all FY 1988 funded scholars will depart for U.S. trainirg in
FY 1989. This figure (1,288) is distributed as follows:

,

FY 1988
FY 1989
TOl'ALS

f . f

WNG-TERM
188
200
388

,
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8OORl'-TERM
300
600
900

• •

TOl'AL
488
800

1,288
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3. J'>CI'UAL VS. PL1INNED l\CCCMPLISlMalTS ltIDER BENCHMARKS FOR Fi 1987 J\ND E1\RLY Fi 1988

Benchmarks are the sane as the imicators.

4. KEY POLICY DIAILGJE IICTICNS AND o::tlDITICNALITIES PlANNED FOR IICTICN PLi\N PERIOD

None.

5. KEY POOm::r/PRlX>R!\M JIlXU.lPLI~ PUINNED FOR IICTlOO' PIAN PERIOD

see Performance Indicators.

6. Prom::TS &JPPORl'IN3 ()BJl;X:l'IVE
Obligations

New (N) or Type of LOP L/G/ Cum.Thru Fi Fi Fi
Title lJumber ongoil'VJ (0) F\mdil'VJ ($000) LC Fi 87 1900 1989 1990

Central American Peace Scholarship 597-0001 0 DA 11,638 G 5,400 0 0 0
Program &SF 8,065 4,900 0 0 0

Subtotal 19,703 10,300 -0- -0- -0-

Central American Peace SCholarship 519-0337 0 DA 11,638 G 2,138 3,000 4,000 2,500
PrOgram &SF 8,065 2,562 2,500 3,000 0

• Subtotal 19,703 4, 700 5,500 7,000 2,500

Total for Central American
Peace SCholarship Program NA NA NA 30,000 15,000 5,500 7,000 2,500

LAC Trainil'VJ Initiatives Reg. 598-0622.04 0 m. 570 G 570 0 0 0
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7. N1IRAATIVE

A. CI.l\SP Trainin::J:

In FY 1987, 202 additional scholarships were ftIDied, all folleMs: 81 recent ootstanding high-school graduates
began a three-year program (one year English Language Training an'! tl«l years of academic studies) leading to
Ass=iate of /\[-plied SCience degrees in acrounting, business administration, agriculturCil mechanics.
construction management, electronic repair, and medical equipment repair; 15 teacher trainers fram the
Ministry of Education. private universities, and private language institutions began a orie-year training
program in teaching English as a secorrl language; 50 rural l=al leaders (physical education teachers) were
trained for two months in methods of increasing OOl1II\unity participation in filysical education and recreation
programs; arrl 56 rural OCiI1IIlunity leaders participated in six-week programs to plan arrl administer l=al
connnuni ty develq;llll6t projects.

Beginning in FY 1989. increased emphasis was given to "Experience America" activities, which provide
increased q:portunities for CAPS Scholars to study, observe. arrl participate in American democratic and
pluralistic s=iety.

For Fiscal Years 1988 and 1989, the target levels reflect the continued emphasis to be given to disadvantaged
rural youth, especially I-Ollen arrl to student leaders. In FY 1988, USAlD will provide 188 long-term
scholarships in the agriculture and rural development sector and 300 short-term scholarships for student
leaders. In FY 1989, 200 long-term arrl 600 short-term scholarships will be prOVided. Mission ellphasis will
remain in training irrlividuals in the agricultural and rural develcpnent sector for long-term and additional
student arrl l=al leaders for short-term training.

The Mission plans to conduct an interim evaluation of 'The CAPS Project during the 4th OJarter of FY-88 to
determine whether tre project is meeting its goal. purpose, and "Experience America" objectives.

B. lm-a.ASP Training:

In addition to the major Cl\PS project, we continue to emphasize project-related participant training and we
continue to explore cost savings, as, for eXalIple, with holdi~ on EngliSh language training in-cow1try. In
FY 1987, 200 persons receiVed short-term training (2-4 weeks) in the areas of health, agriculture, education.
public services restoration, productiVity, arrl competitiveness. For the period FY 1988 - FY 1989. USAlD
plans to provide project-related training to 411 persons in the U.S•• and 141 in third countries. under
existing projects. we shall also prOVide long and short term training to at least 200 salvadorans tIDier the
Technical Support Project (519-0349) between mid-FY 1988 and Fi 1990.
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4. Strengthen Democratic Institutions

oBJEX:TIVE No. 14: srmlGl'HEN DEMJCRATIC INsrI'lUl'ICNS

1. COONI'RY DEVEIDPl-IENT TRmDS lNDICA'IORS !I
i

I
~

I
!

.!

Not Applicable.

2. A.I.D. PRDGRlIM PERFO~ lNDICA'IORS

1985
J\ctual

1985
J\ctual

1986
J\ctual

1986
J\ctual

1987
Proj J\ctual

1 9 8 7
proj J\ctual

1988
proj

1988
Proj

1989
Proj

1989
Proj

1990
Proj

1990
Proj

ODI
Judicial personnel trained a ISO SOO 603 650 700 a
l~yors/staff trained a 170 200 250 500 400 400
National Assembly members trained a 57 NA NA 60 60 60
Eligible voters voting (%) eo eo NA NA eo 85 NA
Democratic Union members trained a 6,200 6,200 12,000 Y 12,000 a a

NPD
NUIlIDers of persons served by new p:>table NA 46 60 77 139 139 139
\o03ter systems (~) ('000)

NUIlIDer of persons served by new sanitatioo NA 42 SO 72 126 126 126
services (~) ( '000)

!I Under this multifaceted Mission objective, efforts are al-<)oing in the areas of: strengthening the judicial
process; improving human rights; strengthening representative government; supporting the electoral process;
and, strengtllening the democratic labor movement. However, in the interest of breVity and contrary to last
year's Action Plan, these "sub-objectives" are being collapsed into a single objective for Action Plan
reporting prrposcs. As such, the OXltent of the categories that follow are reduced considerably from What was
reported last year. The items that do appear are OXlsidered by USAID to be most reflecti ve of the efforts to
attain the overall objective of strengthening democratic institutions in El Salvador.

y Increase in output due in large measure to change in training policy, Le. giving shorter courses to more
people at same b.1dget expenditure.
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NPD
Number of persons given primary health
care through combined Civic Action activities
(medical and dental attenti<X1 for populations
not assisted 00 a regular basis due to the
security situation) ('000)

1986
Actual

76.5

1 987
Pro] Actual

76.5 101.6

1988
Proj

153

1989
Proj

153

1990
Proj

153

Classrooms built/rehabilitated
under A.I.D.-su~rtedprograms

Built NA 55 SO 105 189 189 189
-- Rehabilitated NA 65 60 122 219 219 219

Municipal buildirgs restored/constructed NA 226 100 87 157 157 157

3. AC'IUAL VS PLANNrn Ao::n1PLISHMENl'S UNDER BrnaJM.l\RKS FOR FY 1987 AND FARLY 1988 IN I1'S1' YEAR'S 1\CTICN PUIN

Cuarter/Year
001

SuI:lnit to Assembly draft legislation to establish a National Council on the judiciary.

Status: Proposal drafted by Revisory Conanission is beiD3 distributed to legal
community and the public for review and conunents. Final legislative proposal
shoulti be ready May 1988.

- SuI:lnit to Assembly draft legislation for new Decree SO. y
Status: Draft legislatioo sOOmi tted February, 19B7. Decree 50 r£l longer necessary
because state of emergency no longer exists.

Submit to Assembly draft legislation establishirg a full-time judicial career
service, includiD3 adequate blrlgetary levels to do so.

Status: Draft proposal should be ready by June 1988.

y Decree 50 was the law ~ich defined criminal procedures for perscos accused of crimes against
the State duriD3 a State of Emergency (~ normal constitutiooal rights had been suspended).
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001
-- Training of mayors and other local governments officers under the National Association

and the National Plan auspicies.

Status: Accomplished. 250 mayors and other local officials were trained.

- National Association of Hunicipalites (1I.'lM) becomes cperative.

Status: ANM has initiated its activities as of Dec. 1, 1987. It has established
a central office in San Salvador am is planning to establish four regional offices.

- Continue to encourage the GOES to provide adequate funding from the ordinary h.tdget
to sllfPOrt the a:E effort to co""le! e am maintain the Voter Registry am to carry
out the process of providing each citizen with a Voter Card.

Status: Funding was included for the a:E in the ordinary budget last year, am an
additional ¢ 7 million emergency appropriaticn was provided in January, 1988, to aover
a short-fall in the financing needed by the a:E to prepare for the 1988 elections.
The Voter Registry updating process was corrpleted: 1,990,000 pecple were included on
too registry. As of February 25, 1988, 1,607,000 carnets, which a registered voter
must have in order to vote, had been issued. All registered voters who had oome to
pick q> their carnets had received them. .

- Hold 400 seminars for 15,000 union members.

Status: By the first quarter of IT 1988, AIFLD had conducted 350 seminars for 12,000
m:lion members. 'I11is was slightly lower than projected because of organizational
instability inside some participating unions.

Establish union spcosored skill training center for aonstruction industry.

Status: .This training center began classes in March 1988. Twelve week training
cycles will educate 60 brick layers per cycle.

NPD
- Conduct an average of 15 OCA activi ties per IIOllth for populatioos rot assisted 00

a regular basis due to security situatioo.

Status: The number of a::A activities exceeded those planned. The increase to 19
per lI011th was a result of li1Ot"e attentioo given to target populations during the three-month
ceasefire period (Nov. 1987 to Jan. 1988).
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NPD
Restore and/or construct health facilities.

Status: 72 projects oompleted. Included in these projects is equipme!1t for health
facilities and 21 latrine projects. (Estimated 1,000 beneficiaries/project).

- Restore am/or construct water systems.

Status: 77 projects ronpleted. Included are 13 projects for restoration or construction
of sewage systems. Planning based on previous year actual levels did not anticipate
increased priority to be given health infrastructure as project shifted to 100%
Municipalities in Action (MEA) mJde. whereby funds are transferred directly to
municipalities for implementation of basic infrastructure restoration and construction.
projects.

Restore and/or construct educational facilities (110 planned).

Status: 227 rural classrooms built or rehabilitated. Planning based on previous year
actual did rot anticipate increased priority for this type of infrastructure at municipal
level as project moved into a 100% Municipalities in Action (MEA) mJde, whereby funds are
transferred directly to the municipalities for impl~~entationof basic infrastructure
restoration am construction projects.

4. KEY POLICY DIAIJ:GJE JICl'ICNS J>ND CCNDITICN1\LrrIES PlANNED FOR JICl'ICN PLI\N PERIOD

001
-~- Enactment by The National Assembly of laws establishing The National Council on the

Judiciary am the Judicial Career System; changes in the rules of evidence am criminal
procedure. and revision of the jury system.

- Insure tllat the GOES provides adequate budget support for the Judiciary.

- Obtain GOES agreelOOnt to make the government Human Rights Commission rore imepement
am rrore effective (e.g •• establish a oommission rede up of persons highly respected
for their w:Jrk in human rights. am prOVide the canmission with the authority to hold
hearings. reke investigations. and recommend changes in laws and p.IDlic p:>licy related
to hur.lan rights).

- Assure tllat the autonany of municipal governments is strengthed by the Assembly's passage
of fLll'rling for ISDEM. the Municipal Fund. and the Municipal Tax Code.
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5. KEY PRo..Tl:r:I'/I'I~GRl\t1 l\(XX:l·1I'LT'~ ~·n:NTS PU\ln·li,O HJR ACTIClI PLAN PERIOD

om
Ni.l.tionCll As:;elll~)ly approves legislation that:

Estilbl ishes a [~otional Council on the JUdiciary.
RefnrnLq to the jury system.
ne[orms to evidentiary pfCX)f (rules of evidence).
Hcforms on Consti tutional Just.ice.

Judicial pJ1ministration and Judicial Training:
Training of jUdicial personnel (judges, staff, prosecutors illld public defenders),
(I50 persons).
Establish a management infonr.ation s'Jstem for the .Judiciary.
~k>jel courts (five) establishe6.
SIU illld Attorney General given training in investigating Mlite collar crime.

lhunan Rights:
Increase by at least 10% the number of members of the armed forces ood p::>lice
receiving human rights training. (1987, 22,000 persons, 1988 24,000 persons).

Representative Government:
500 mayors and other 1=al OfficitlS trained.
60 National Assembly n~mhers anl staff trained.
Asse:nbly library and data bank established.

Deno:::ra tic Unions:
Dasic union training courses will be given to 12,000 union members during the year.

5·!0 Combined Civic /\etion Activities.
10m C'.omhined Civic /l.ction Activities.
Ifl,) Health Facility Infrastructure Projects.
378 Health Facili ty Infrastructure Projects.
208 Hater and Sewilge Infrastructure Projects.
416 I'later an:] Sel-lage Infrastructure Projects.
234 ClassrODnlS built.
567 Classrooms built.
329 Classrooms rellabilitated.
657 Classrooms rehabilitated.
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7. NARMTlVE

In recognition of the fundamental importance that an independent, impartial, responsive jUdicial system
represents to a de~ratic society, the GOES, with U.S. assistance, has initiated a Judicial Reform
effort. The go:\l of the GOES/USG program is to build and sustain the =nfidence of &.wadorans in their
system of justice through the uevelcpment of an independent, responsible and responsive judiciary and
efficient and effectiv,," corollary agencies. Although signed in July, 1984, the Project Agreement was not
ratified until after the !'Brch 1985 ,>Bsembly elections that resulted in a political realignment. Enabling
legislation for the Program \'las enacted in the late Summer of 1935. An immediate objective is to bring to
justice the perpetrators of violent political crimes so well publicized by the internatiolal media. The
difficulty of successfully prosecuting tllese old cases is not underestimated, but it is important to
demonstrate clearly to all that these cases will not be forgotten and that those who violate the law will
be pursued. The longer term objective is to make fundamental reforms in the system of justice itself to
help assure every citizen the fullest protecticn of the law and security of perscn and property.

Considerable progress has been achieved in every area of implementation. The Revisory Commission is
>«:>rking 00 priority legislatioo established for each major area of study (Penal, Civil am
Organic/Administrative law). The Commission identified-revision of Decree 50 and immediate reforms to the
penal codes as its initial priorities. In the Organic/Administrative field a Management Assessment of the
Judiciary and the creation of a Council 00 the Judiciary were selected as the top priorities. Thus far,
four prqx>Sals have been forwarded to the Legislative Assembly l:7{ the Revisory Conunissioo, and at least
three more will be suJ::mitted by May 1988. As anticipated, adoption l:7{ the Legislative Assembly of the
Cornmissioo's legislative prqx>SSls has been a sensitive and COl!Plicated process, one whose success can l:7{
no means be assumed.

Although the technical quality of the >«:>rk of the Revisory Commission has been excellent, concern has been
expressed within both GOES ari! the l1issioo over the difficulty in achieVing the actual passage of laws

.through tlle Assembly. Conversatioos are being held aIlOJJl9 all parties concerned formulating a strategy to
assure timely passage of the proposed legislatioo. This is a major iss"", for the project amendment to be
signed in the summer of 1988.

Significant progress has been attained in efforts to streamline and improve the system of jUdicial
administratioo. Four new first instance tribunalS (two Decree 50, two Mercantile) were established under
the auspices of the project. The establishment of these tribunals helped to reduce significantly the
backlog of cases awaiting processing. AJ.D/~l had requested fran the I-lissioo, specific quantifiable targets
for reducing the backlog of cases in the Decree 50 special courts. This request has been rendered mutel:7{
the general amnesty of OCtober 1987. This llIm'leSty has virtually emptied the jails of Decree 50 cases.
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Three new law libraries (San Salvador, San l-liguel and Santa Ana) began q>erations in June 19B7. A new
administrative unit was established by the Supreme Court. The Supreme Court's printing office was
established and, after a ten-year interruption, publication of the important judicial gazzette was
resumed. Procurement arrl distribution of coIlllT'Ddities for the triblll1als continues. The Supreme Court's
training mit was established and a comprehensive training pro:Jram for the jUdiciary is being implemented.
GOES legal personnel have been participating regularly in training rourses in El Salvador am abroad.

During 1900 and 1999, the Mission will rontinue to sUfPOrt training for members of the judiciary, the
Office of the Attorney General, am the Office of the Solicitor General. These will be ongoing efforts
designed to increase the professionalism of the key elements in tile criminal justice system. Attention
will also be focussed on strengthening the bar associations, upgrading legal education, am continuing to
educate the public on the value of the rule of law to a delOCCratic society. By the end of the planning
period, it is anticipated that the vast majority of draft reforms will have been enacted into law, that
the National Judicial Council and the career service will be established, that budget levels for the
judiciary will be more adequate, am that the overall speed of the judicial process will be greatly
increased.

The JUdicial Reform Project No. 519-0296 was evaluated in November of 1987. The evaluation report has been
most useful to the Mission. For instance, UpC¥1 recor.unendation of the evaluation team, the chief of the
Supreme Court has been ITBde a legal representative of the project and the Judicial Protection Unit has been
redesigned to place it under the Comrnissim on Investigations. The project will be amerrlei in July of 1900
to increase tl,e LOP funding by $4.5 million and exterrl activities into FY 1990.

In another area, the Human Rights Comrnissim of El Salvador, established in 1983, promotes a greater
awareness of and respect for human rights and plays a critical role in deepening the conunitment of the
Salvadoran peq>le am their elected govern:nent to t11e process of developing an effective denxx::racy. The
GaTh~ission's v~rk, \~ich ranges from finding people who have disappeared to visiting people detained in
-jail, has provided thousands of Salvadorans an eff~ctive, safe means of informing their government about
alleged abuses of authority by goverrunent forces, guerillas, or by other who have taken the law and justice
into th~ir own hands. It also serves an investigative functim capable of determining whether GOES forces
have been involved in cases of disappearances and abuses. This Commission has received GOES owned local
currency support since it was established.

The effectiveness of the crfl has also been imprOVed; t\iO new offices (Usulutan and San Francisco Gotera)
were opened, bringing to six the number of regional offices in operation. These offices attended to over
one thousand two hundred citizen inquiries. Victims of Lr,e F14Ill mines were directed to apprq>riate medical
case, and abuses by public security forces were brought to the attention of the President and oommanding
officers for resolution. Additionally, during the past year, the CDH gave one-week human rights courses to
over 24,000 members of the police and armed forces. This is consideroo one of the key elements
contributing to the noticeable improvement in tl1e corrluct of the public security forces.

• , ' • f
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In th:! area of strengthening representative government, the l1issioo in 1936 provided a ~500,OOO gr<lnt
designed to increase the professionalism of the members and staff of the Legislative Assembly. In 1986 a
legislative training seminar was successfully conducted with the participation of all members of the
Assembly. In 1987 steps "..ere taken to begin to establish a data bank center in the Assembly and to publish
an indexed am annotated constitution. In 1988, the 60 new Legislative 1\qsembly members will receive
training in their new roles. Given that the Assembly has a legitimate oversight role in dealing with the
prc:per functioning of government organizations, technical assistance will be offered to help the Assembly
deal effectively with allegations of corruption and mismanagement. .

Progress has also been made in devolving greater authority to local governments: a new Municipal Code was
enacted in ~larch, 1986: virtually all the mayors elected in 1985 (the first such election in 50 years) were
trained: a municipal reform planning unit was formed: am a small local currency fumed municipal grant
program was completed.

The ~1ission has also provided sUW>rt to strengthen the National Association of Municipalities, Which until
recently had been dormant, so that it can effectively carry out its role of representing municipalities and
promoting the municipal reform process. After receiving some initial A.I.D.-financed training, the
Association, with a $150,000 grant from A.J.D., has begun to carry out its own technical assistance and
training activities.

Corollary USG.-financed activities have sUW>rted the same goal of increased autonany and effectiveness of
municipal governments. Umer the Central American Peace Scholarship Program, the Missioo sent 206 local
officials, mostly mayors, to the United States in FY 1986 and FY 1987 to visit local governments to gain a
better understahding of effe:tive administratioo an1 management techniques. In additioo, the Natiooal
Canmission for Ilestoration of Areas (OO<AAA) has carried rot training to help municipalities in conflictive
zones design am manage small projects (see below). Additiooal training, carried out in conjunctioo with
the National Association of Municipalities, is focusing its training 00 municipalities in the
non-conflictive zones.. .

The Mission also =ntinues to suw>rt the develcpnent of an c:pen and fair electoral process. In the past,
the US:; has stJI:POrted the GOES Central Elections Council's (CCE) efforts to establish and maintain a
credible voter registry. A new national registry, as well as a voter card system, have now been
established.

All funding for the electoral process, exCE'pt for the international observers program, has been provided
through the GOES' ordinary budget. A.J.D. provided a sub-grant of $320,000 to the l1inistry of Foreign
Relations to finance observers for the 1988 elections. International observers serve to reinforce the
Government's own efforts to ensure that elections are free of corruptioo am that all eligible voters have
access to the polls. '!hey also serve as a dlannel for pJblishing the fact that elections in El Salvador
are run fairly and are a viable alternative to violent means far: social change. The Missicn anticipates
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NPD

that it will provide an additional $500,000 for the international observers program for the 1989
Presidential elections.

Finally, as part of the Mission's goal of strengthening the democratic process in El Salvador, considerable
support has been provided the democratic labor rovement thrOlgh a coq:Jerative agreement with AIFLO.
Increasing the capacity and the strength of the democratic lal:or IIOvement is important rot only because it
bolsters the basic right of free association, but also because unions make it possible for employees to
better their wages and working condi tions. M::>reover, unions are key to the develOflllent of an effective
system of "Industrial Jurisprudence" in which both employees am management, through the collective
bargaining process, are able to work out their differences in a rational, peaceful and predictable manner.
An institutional mechanism will be sought to permit a continuos dialogue/communicatirn aIIOng unions, the
government, and the private sector.

In recent years, A. I. D. 's support for the delOCCratic union IIOvement through AUlD has foculIC<l prirnarlly in
rural areas. Now, greater support is being focused rn the urban trade unirn IlPvement with the aim of
increasing their tec~ical and political professionalism. During 1987, for example, 350 semir~rs for over
12,000 unicn members were held of which 7,000 were urban w1i= members. The UCS, CGT am l\COPAI have
sponsored literacy programs which have involved over 1,500 persons r.onthly. legal support through ACOPAI
am the Des has provided ongoing assistance to land reform beneficiaries with titling problems. The
present Agreement allows for AIFLD to fund productive projects I:7y oooperating unions. And, with the help
of the Internatirnal Masonry Institute of Washington, D.C. am the Salvadoran Associatirn of Constructirn
Contractors, AIFLD has established an in-country skills training program focusing primarily rn the
constructicn industry. The Missicn plans, in late CY 1988,· to use the new A. LD. urban labor strategy to
assist A.LD. and AIFLD to evaluate current activities and develop new ones for 1988-89 that will further
bolster and strengthen the democratic labor IlPvement in urban centers.

'The C'A)ES strategy, knc:wn as the National Plan, calls for a ooordinated effort I:7y GOES numstries to
stren~then local duu)orities and help them restore essential services, and promote development, in newly
secured areas. In ~larch 1983, me National Commission for Area Restoration (ex::tlARA) was created to
ooordinate civilian ministry am local government actiVities. By late 1984, the military and GOES line
ministries were working together to provide humanitarian, combined civic action, and development assistance
to the targeted co~~unities.

A.I.D. is giving continued priority to the GOES' National Plan efforts I:7y assisting CONARA to re-establish
and strengthen municipal governments in former conflict areas. As part of this task, technical assistance
and training is provided to municipal officials so that they may identify, design and implement small to
mediu;n size infrastructure projects and provide imprOVed basic social services. I.=al municipal
autl10rities are being trained in basic needs assessment, project develcpnent and implementation, and
overall leadership techniques.
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In 1907. CCNARA moved to strengthen its surrx:>rt of these multiple objectives by establishing four regional
offices to nore effectively resporrl to technical assistance needs of the municipalities. Simultaneously,
CXXWlA moved to an exclusive MFA (Municipalities in lIction) modality whereby project request and
implementation becomes the sole responsibility of the municipality.

To assure that CCNARA can adequately administer its funds, USAID is "Orking closely with the COlIIllission to
install financial oontrols arrl monitoring systems of professional quality. We are also assisting CCNARA in
upgrading its 1unnan resource capacity in aCCOlmting and financial management.
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Part II. B. PRCGRIIM 9JM>1ARY

1. SUnunary Pr~ram Fundi03 Table

Iklllar Pr~aJII by Functional Account
($000)

Project Title and No. F'f 1988 F'f 1989 F'f 1990

519-DOOO Program nevelopment and SUpport
519-0279 Public Sevices Restoration
51'1-0281 Health/Jobs for Displaced Families
519-0307 Agrarian Reform Financing
519-0312 Tecruloserve
519-0321 AlFW
519-0327 Agribusiness Development
519-0337 C.A.Peace SCholarships Pr~ram

519-0351 Ccmmercial Farming
519-0999 Council for Int.Devlp. (COMODRDE)
519-0999 AIFLD OPO
519-0999 PVO/OPGS

Grants
Loans
Subtotal

POPUlATION

519-0000 Prcgram Development and Support
519-0210 Population Dynarrdcs
519-<l999 Pvt. Family Planning Init (PlTOs)

Grants
Loans
Subtotal
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750
o

895
10,080

1,820
2,900
8,138
3,000

o
283

o
2,000

29,866
o

29,866

200
816

o
1,016

o
1,016

537
6,000

o
6,736

950
o

8,246
2,000

o
250

1,000
2,000

27,719
o

27,719

200
o

2,100
2,300

o
2,300

500
o
o

3,000
o
o

14,500
o

6,000
o

3,000
o

27,000
o

27,000

200
o

3,000
3,200

o
3,200
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Project Title and No.

Dollar Program by Functional Account
($000)

IT 1988 IT 1989 IT 1990

519-0000 Program Development and Support 300 518 600
519-0279 Public Services Restoration 4,000 10,000 0
519-0308 Health Systems Support 11,924 5,352 0
519-0342 Knights of Malta - Amputees 220 0 0
519-0346 'I'ELE'IU~ Foundation 1,015 0 0
519-0999 Pvt. Sector Health care (PVO) 0 0 2,400
519-0999 PVO/OPGS (save the OUldren) 0 1,500 2,500

Grants 17,359 17 ,370 5,500
Loans 0 0 0
Subtotal 17,359 17,370 5,500

OULD SURVIVAL

519-0300 save the Children 880 0 0
519-0999 PVO/oros (save the Children) 745 0 0

Grants 1,625 0 0
Loans 0 0 0
Subtotal 1,625 0 0

EOOCATIOO

519-0357 Interactive Radio Education 0 0 3,000
519-0000 Program Development and SUfP'rt 100 500 359
519-0295 Education System Revitalization 6,925 501 0
519-0315 Training for Productivity and CcII1p. 0 4,359 7,141
519-0337 C.A. Peace SCholarships 0 2,000 2,500

Grants 7,025 7,360 13,000
Loans 0 0 0
Subtotal 7,025 7,360 13,000

• Assumes USAlD obtains reob authority for $2.0 million in grant funds to be deobligated l.Rlder 519-0291.
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Project Title and No.

Dollar Program by Functional Account
($000)

IT 1988 FY 1989 FY 1990

SE:LEPI'ED DEVELOPMENI' J\Cl'IVITIES

519-0296 JUdicial Reform
519-0000 Program Development and support
519-0094 Special Develo]lment Activities
519-0287 Injus. Stab. & Recovery
519-0318 S;nall I3usiness Assistance
519-0323 Industrial Parks/Infrastructure
519-0336 Private Sector Initiatives
519-0350 Privatization
519-0999 PlJO/OPGS (AUl.D)

Grants
£Dans
Subtotal

GRANTS
LOANS
IDI'AL D.A.

- 110 -

0 1,000 0
900 551 650
350 350 350

0 0 9,000
0 0 3,000

5;655 4,800 3,000
2,000 3,750 0

0 1,500 2,000
0 1,000 1,000

8,905 12,951 19,000
0 0 0

8,905 12,951 19,000

65,796 67,700 67,700
0 0 0

65,796 67,700 67,700
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Project Title and No.

EIXll'UIIC SUPPORI' fllND

lbllar Program l:y functional Account
($000)

FY 1988 FY 1989 FY 1990

!519-0279
·519-0287
519-0296
519-0323
519-0333
519-0337
519-0348
519-0349
519-0350
519-0999
519-0999

•

Public Services Restoration
IrKlust. Stab. &. Recovery
Judicial Reform
Industrial Parks/Infrastructure
Earthquake Reconstruction
C.1\.. Peace Scholarships Program
Balance of Payments Support
Tech.suppt.,Policy Anal.,and Trng.
Privatization
Strengthen Legis. Assembly
StreRJthen Elections (Pres.)

Grants
Loans
Subtotal

P.L. 480, Title I
P.L. 480, Title II
section 416
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11,000 10,000 14,000
0 0 4,000

1,000 2,500 0
0 11,545 0

25,000 0 0
2,500 3,000 0

143,500 152,000 158,000
2,000 5,000 8,000

0 0 1,000
0 490 0
0 465 0

185,000 185,000 185,000
0 0 0

185,000 185,000 185,000

47,300 35,000 35,000
6,478 4,843 3,547
7,900 0 0

312,474 292,543 290,247
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2. Sununary Project List by Objectives

P~ TITlE AND NUMBERS

Dollar Funded Projects

Agrarian Reform Financing
'. Agrarian Reform Credit

Technoserve
PVO/oro's ARJ:N
Int Exec Service Corps
Urban Small Bus
Youth Entrepreneurial Dev
FUSNDES Assoc Strengthening
Small Business Assistance
Small Enterprise Dev
Private Sector Initiatives
Privatization
Council for Int Dev (CCl'iCORDE)
Reform and Policy Planning
Balance of Payments Support
Tech f>uppt. Pol /lna1 am Trng
PL-480. Ti tle I
Section 416
Industrial Stab and Recov
Agribusiness Development
\'later r·1imagement
Industrial Parks and Infra
Co~~ercial Farming
Special Dev Activities
Public Services Rest
Earthquake Reconstructim

OBID::rIVES
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15

(519-0307) P
(519-0263) P
(519-0312) P
(519-0999) P
(519--0302) P
(519-0304) P
(519-0311) P
(519-0316) P
(519-0318) P
(519-0322) P
(519-0336) P
(519-0350) P
(519-0999) P
(519-0260) P
(519-0348) P
(519-0349) P

N/A P
N/A P

(519-0287) P
(519--0327) S P
(519-0303) S P
(519-0323) P
(519-0351) S P
(519-0094) P
(519-0279) P
(519-0333) P S
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Prom::T TI'lU: AND NUMBERS

I:Ql1ar Funcled Projects (continued)

Population Dynamics
sa1vaooran Demographic Assoc
Private Family Planning (PITO)
Health Syst. Vitalizatioo

-. HC!alth Systems Support
Knights of Malta
u.s. Medical Referrals
TEJ.El'ON Foundatioo
Pvt. Sect. Health Care PVO
C1II11/\ PVO
Save the Children
PVOO/OffiS (SavC! the Children)
Education Systems Revitalization
Trng. for Prdctvty arrl Coup
Interactive Radio Educ.
Central JIm Peace Scho1
Cent Am Peace Scho1r RB3
I.J;C Trng. I ni t. RID
Judicial Reform
AIFlD
Nat '1 Assn. Munip. (NlIM)
CENITOC-Qffi
Strengthen Elections
Strengthen Legislative Assembly
Health arrl Jobs £or Disp1d PerBa18
CESAD (Title tIl

(519-0210)
(519-0/.75)
(519-0999)
(519-0291)
(5J9-0308)
(5J9-0342)
(519-0343)
(519-0346)
(519-0999)
(519-0329)
(519-0300)
(519-0999)
(519-0295)
(519-0315)
(519-0357)
(519-0337)
(597-0001)
(598-0622.04)
(519-0296)
(519-0321)
(519-0177)
(519-0334)
(519-0999)
(519-0999)
(519-0281)

N/A
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ProIEX:T TITlE AND NUMBERS

Local Currency

Reforestation and Soil Cons
Agricultural Statistics
Lumber and Firewood (OCCM')
Integrated Pest Nanagement (RXAP)
Animal Health Program
Coffee Intensific~tion

Agrarian Peform Support
Agrarian Reform Compensation
Agrarian Reform Credit (0263)
Agrarian Reform Financir>;l (0307)
Land Bani< (FINATA)
Private Sector support
PVO's
Audi ting Program and TrainilB (SETEFE)
Impl of lInalysis of surveys
Court of IIccounts (l1:>dernizaticn)
Ordinary I3Udget Support
Water f'"magement
Industrial Stabilization
Industrial Parks
Free Zone &>0 Bartolo
SI>ccia1 Investment Project
Rehab Natl Read/Bridge Net\\Ork
Rural Electrification
Instalation Protection
Protection Works for Bridges
Machine/Equipment Administration (AME)
S Marcos Lernpa Br idge (FEl'lADESAL)

(519-u:-ol)
(519-U:-02)
(519-U:-05)
(519-LC-06)
(51S-U:-IO)
(519-LC-16)
(519-1£-62)
(519-LC-63)
(519-LC-64)
(519-LC-65)
(519-LC-87)
(519-LC-18)
(519-U:-88)
(519-LC-24)
(519-1£-25)
(519-r.c-89)
(519-1£-21)
(519-LC-17)
(519-LC-90)
(519-LC-91)
(519-LC-92)
(519-LC-23)
(519-LC-43)
(519-LC-44)
(519-LC-45)
(519-r.c-46)
(519-U:-47 )
(5l9-r.c-93)
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P~ TITLE AND NUMBERS

Local Currency (=ntinued)

Population Dynamics
Health Syst. Suppt.
ISRI

. schools and Health Cen on Haciendas
Child survival
Popular P.ousirg (PID.'Il1\VIPO)
Program (Vl1Vru)
Education System Revit
Judicial Reform Support
Restoration and Projects (ex::tl1\RA)
Emergency Projects (ODNARA)
Administration (ODNARA)
Combined Civic !\ction Proj's (lDWlA)
Attorney General
Solicitor General
Human Rights Comlnission
ex:tl1\DFS (Assistance to Displ.Famls)
Focd Distributim (DIDB:X)

(5l9-LC-27)
(5l9-LC-28)
(5l9-LC-73)
(5l9-LC-39)
(5l9-LC-42)
(5l9-LC-40)

NA
(5l9-LC-4l)
(5l9-LC-66)
(5l9-LC-57)
(5l9-LC-5B)
(5l9-LC-60)
(5l9-LC-94)
(5l9-LC-6B)
(5l9-LC-69)
(5l9-LC-71)
(Sl9-LC-SS)
(Sl9-LC-56)
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PART II.C. SPtx::IAL POCGRAM ANALYSES

1. New Project am Amendment Descriptions

FY 1989 NeWP~ DESCRIPI'ICt'l

GOAL:

O~IVE:

.p~:

PID.JE::T FUNDIOO ($000):

DESCRl?fORS :

FUNCI'IOOAL ACCf:XJt'rI' ( S) :

Long-Term GrCtrTth

No.2, Strengthen the Private sector

519-0350, Privatization

FY 89: $1,500 (G)l LOP: $6,500 (G)

800, Aa

Selected Development Activities
Economic Support Fund

A. Relationship to A.I.D. Country Strategy/Objectives: The Privatization Project will provide the Mission with
another vehicle for assisti"'J its efforts to strengthen the private sector and to increase the participation of
the private sector in the economy. The Project, by its very nature, will work toward increasing efficiencies in
the pUblic sector and reducing the drain on public sector finances that certain public enterprises am activities
now represent.

B. Relationship to Host Country and Other Donors: The GOES has expressed interest in reducing the holdings of
CORSAI,'l, the public sector hOldil¥J company, am in privatizing certain other activities neM carried out by tpe
pUblic sector. No other donors are involved in this area at the present time.

C. Conformance With A~ency arrI Bureau Policies: The Project is fully consistent with A.I.D.'s efforts to
increase utilization of tl1e private sector and to develop viable financing schemes for meeting the recurrent
costs of enterprises lla.l managed by the pUblic sector.

D. Project Description: The goal of the Project is to increase the efficiency of the public sector and to
increase the participation of the private sector in the econo~. The purpose of the project is to assist the
GOES in its privatization and divestiture efforts. Technical assistance, training, and invitational and
observational travel will be financed under the following Project canponents: Strategy Formulation, Operational
Support, the Legal and Policy Framework, and PrOJrotion/Narketing.
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Under the Strategy Formulation component, the GOES' short, n~ium, and long-term strategy for privatization will
l:e developed. The CJperational Support ccxnponent will finance the expenses of the Project implementation unit am
Project costs related to the vdluation of enterprises/activities and public sales thereof. The Legal and Policy
Framc>~rk component will, for eXru~le, deal with legislation permitting privatization and the required
implementing regulations. The last ccxnponent, ProTOCltion!I'larketing, including rublic alVclreness campaigns, is
essential to the planned privatization efforts. Major Life of Project outputs include: development of a
privatization strategy and an implementation plan and schedule for privatization activities, privatization of
COI1SAIN and other state-owned prcperties sud1 as CI\ESS and UlCAFE, am the establishment of an implementation
unit for privatization activities.

A Project Grant l\greement will be signed with the Ministry of Planning; Project implementation will be the
responsibility of an inter-ministerial priva~ization Working grDt~ assisted by R ~t~j~t-finaoP~ tPehnieal
assistance team. FUnds will be obligated us ;.ng a Handbook 3 assistant'e instrument.

E. Mission Management: The Project will be managed by the Mission's Private sector Offioe using existing staff.

F. Requests for Approval: Given the absence of major policy issues and the Mission's capabilities to design and
implement this Project, authority to approve the PID am the PP in the field is requested at this juncture.

G. Potential Issues: Privatization is considered a highly sensitive, gradual process that must be pursued in
consultation with GOES officials am presented in a way that emphasizes its social content. A preliminary
diagnosis of prospects for privatization in .EI salvador was coo::Iucted in February 1988; additional analysis in
1988 will lead to the design of the PID and PP in 1989.

H. AID/W TOY SUpport for Project Development: None projected.

I. Estimated PID Awroval: January 1989
•

pp Awrova1: April 1989.
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GOAL:

~IVE:

P~:

P~ FUNDING: ($000)

DESCRIPI'ORS:

FY 1989 NEWP~ IESCIUPTICN

SpreadiDJ the benefits of gra.rt:h.

No.8, Increase access to voluntary family planniNl services.

519-0999, Private Family PlanniNl Initiatives

FY 89: $2,100 (G) lOP: $9,000 (G)

400, Be

Population (POP)

A. Relationship to A.LD. Country Strategy/Objectives: The major challenge to increasiDJ the use of voluntary
family planning services in El Salvador is expanding access in semi-urban and rural areas. This Project
constitutes the USAID's response to this constraint, focussing an the use of private sector channels, such as
private voluntary organizations, private clinics, and pharmacies, to increase family plarming services and the
range of contraceptive methods available to rural and semi-urban populations.

B. Relationship to Host Country and Other Donors: Various multinational agencies have expressed the desire to
provide assistance to the Ministry of Ilealth (MOH) in the area of family planning. With the A.I.D.-financed
public sector family planning program scheduled to end in 1990, A.I.D.' s sector strategy is to focus the limited
A.I.D. funding for population activities on fosteriDJ the development of private sector entities offeriDJ family
plarming services. Such programs offer a more cost-effective means for delivering these services than public
sector organizations.

C. ('cOnformance with Agency and Bureau Policies: A.LD. '5 policy paper on popUlation assistance emphasizes
support to the private sector, Vihich is designed to capitalize on the flexibility and innovativeness of the
privilte sector in the search for Ilel" and better ways to make Silfe, effective and acceptable contraceptives widely
available.

D. Project Description: The goal of the Project is to improve tr.e quali ty of li fe and health of the Salvadoran
population and reduce the popUlation grO'Nth rate. The purpose of the Project is to increase access tovolunt<ory
family pl~lning services in semi-urban and rural areas of El Salvador through expanded private commercial and
rural outreach activities. This three year Project includes support for programs of the Salvadoran DemOgraphic
Association, a registered Salvadoran PVO, and the Colegio Medico, the private physicians association of El
Salvador fi'Ost engaged in family planning services. A. LD. supfOrt for the Salvadoran De!109'raphic Association
will be focussed on increasing rural and semi-urban service availability, through financing for the operation of
rural outreach services am private clinics. ComplernentiDJ this initiative, A.LD. will provide grant fundiDJ
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for the Colegio Medico to train physicians in new contraceptive methods and sUFPOrt physicians and pharmacies in
offering the full range of high quality contraceptive methods currently available through the expansion of
commercial retail sales programs. Total life of Project funding is estimated at $6.0 million, based on an annual
fundirg level of $1.0 mUlien per organization. Funds will be obligated through the use of t\oK> Handl:::ook 13
assistance instruments (probably cooperative agreeoents).

E. Mission r·1anagement: 'lhe usrn Population officer in the Health, Population, and Nutrition Office, will be the
project manager. He will be assisted by a Salvadoran FSN already en staff.

F. Requests for JlWroval: AA/IAC approval, per Chapter 2 of Handbook 13, is requested to limit the solicitation
for requests for assistance to tiE Salvadoran Demographic Association am the Colegio !"&edico - the too proposed
implementing enti ties for the program. The falvadoran Demographic Association, a registered Salvadoran PVO, is
the cnly PVC in El Salvador engaged in family plannirg activities on the scale required to inplement this Project
and has an established, effective rural outreach and clinic program, currently receiving A.I.D. sUFPOrt. 'lhis
activi ty woold also be a follow--oo activi ty to an ongoing A. 1.D. -financed project. The Colegio Medico, as noted
earlier, is the Salvadoran ~TYsicians association representing the majority of family planning service providers:
this Association, by virtue of its me;nbership, also has extensive contacts with the naticnal net\oK>rk of
pharmacies. Tne Project will be designed to capitalize on this net\oK>rk of physicians and pharmacies, as the IIIOSt
cost-effective means for disseminatirg informaticn en contraceptive technology and expandirg contraceptive
marketing. No other private sector entity has such a well-established network.

G. Potential Issues: Phase-out of A.1.D.-dollar assistance to the public sector.

H. A.I.D.!W'roY SuFp?rt for Project Development: None needed.

I. Estimated Pro PrCJXlSll1 l\£:provaH May 1989
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F'l 1989 NEW PRO.JECr DESCRIPTICN

Strengthen Democratic Institutions

OBJECTIVE:

PR)]"J;Cl' :

No. 14, Strengthen democratic institutions.

519-0999, Labor Unioo Develqxnent - AUlD oro

PR)]"J;Cl' ruNDIOO: ($OOO)

DES::RIPTORS:

F'l 89:

N/A

2,000 (G) UlP: $ 6,000 (G)

1\griculture, Rural Development and Nutrition
Selected Development Activities

A. Relationship to A.I.D. Country Strategy/Objective: Strengthening democratic institutions is one of the
USAlD's four major programmatic goals. In striving to strengthen El salvador's democratic institutions, tho
USAID provides support to enhance the capability and effectiveness of public l:odies that are at the core of the
democratic process, while also increasing the effective democratic involvement of the general populace. One such
initiative has l:een support for strengthening farm workers organizations and urban trade unions. This proposed
F'l 1989 project will continue this critical sUfPOrt to the urban and rural labor unicn BOvement.

B. Relationship to Host Country and Other Donors: This project is oonsistent with the GOES policy slJHX)rting
the development of free, democratic trade unions. No other donors are currently providing assistance in this
area.

c. Conforll\Olnce with Aqen and Bureau Policies: This project will utilize a registered PVO, the American
Institute for Free La1:or Development AULD, as the primary implementing agency, ~ihich will involve other U.S.
private sector organizations, such as the International Masonry Institute, as appropriate.

D. Project Description: The goal of the project is to extend anJ deepen the qualitative commitment of the
Salv3,loran population to democratic practices and values. The purpose is to strengthen and ~Xl~l.j free and
democratic trade union organizations in El Salvador, in 1:oth the urban ard rural sectors. A.I.D. funding will
support: i) a continuation of finililcial a~d technical assistance for a~~inistrative, political education, and
institution-building activities of urban and rural trade union organizations; and, ii) technical assistance to
assist unions in carrying out studies on la1:or productivity and other topics for use in collective bargaining or:
the preparation of draft policies and legislation pertaining to the labor code, occl~tional safety, and other
issues of importance to the lal::or BOvement. Thphasis will be given to reducing the polarization l:etween lal::or
and management am building a =re effective working relationship l:etween th> parties, as well as to the
development of training programs and other member services which enhance the operation and effectiveness of
unions. Funds will l:e obligated using a HandI:xlok 13 assistance instrument with AIFLD. •

f f • , f
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E. Mission Ma~.gement: This Project will be managed by the Office of Democratic Initiatives with existing staff.

F. AlD/I'I Afproval: USAlD/El Salvador requests the AA/U>C.'s approval, per Chapter 2 of Handbook 13, to limit the
solicitation of proposals to AIFLD.

G. Potential Issues: None.

H. Estiuated PID Prcposal Afproval: Mardt 1989

-. ,." -



GOAL:

OB.JECl'IVE:

PIDJECT:

PIDJECT FUNDlOO:

DESCRlP'lORS:

($000)

IT 1989 NEW PROJ");Cl' IESCRlPTICN

Spreadirg the Benefi t.s of Growth

No. 10, Reduce infant and child mortality.

519-0999, Rural Health am Enviroomental sanitaticn Program 
Save the Children Federation oro

FY 89: $1,500 (G)1 lDP: $8,000 (G)

500, Cc

FU!Cl'IONAL AOXUNI'S: Health
Child Survival

A. Relationship to A.I.O. COW1try Strategy/Objectives: Since 1983, USlUO's health portfolio has focussed
primarily on the provision of medicines and medical supplies to naintain basic health and emergency services
provided by the public sector. 'I'hr0L>3hout this period USlUO has also provided support for a select group of
private voluntary organizations to augment p.1blic health care services in the reoote northern and eastern regions
of the COWltry. This project will finance the (',)~.tinuaticn of the excellent program of the Save the Children
Federation to bring potable water to rural cor, .: ~ies and to inprove health care practices, includirg inproved
environmental sanitation.

B. Relationship to Host CoW1try and Other Donors: Save the Children will contribute at least 25% of the total
project costs, am will work in coordination with Ministry of Health personnel in the naticnal vaccination
canpaign and the rural health aide program.

C. C'.onforl1lClnce with lIgency and Bureau Policies: This project is consistent with A.1.0. 's policy to sUfPOrt the
development programs of PVOs in areas consistent with the Missictl's CoW1try Development Strategy.

O. Project Description: The goal of the project is to improve the health, economic and environmental comitions
of low income families in El Salvador. The purpose of the project is to inprove naternal am child health in
selected low-income coImnW1ities in the Eastern and Northern regions of El Salvador. A.1.0. ftmding for this four
year project will provide the required technical assistance, equipment, am trainirg to introduce potable water
to beneficiary communities, improve maternal and child health through the practice of ten child-protective
behaviors, improve environmental sanitation, am increase family income am thereby allow for inproved, oore
healthy living conditions for children. FW1ds will be obligated using a Handbook 13 assistance instrument with
the Save the Children Federation.
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E. Hission ~1anagement: This project will be managed by an existing project manager in the Office of
Infrastructure and Regional Development.

F. AlDIN Approval: USAID/El salvador requests the M/J../'C's approval, per Olapter 2 of Handbook 13, to limit the
solicitatim of prcposals to the save the Children Federatioo.

G. Potential Issues: None.

H. Estinated P\Q Proposal 1Ipproval: January 1999

_ 1':1'2 :.0.0



F'i 1989p~ AMrnI:MENl' IEOCRIPI'ION

o~IVES:

p~:

Econcmic and Social Stabilization
Spreading the Benefits of Growth

No.7, Expard ard iJIq;>rove the infrastructure.
No.9, Improve health am health services.

519-0279, Public Services Restoration (Amendment)

ProJOCT FUNDItll:

DES::RIPTORS:

($000) F'i 89:

800, Cc

$26,000 (G), LOP: $146,500 ($133,100 (G), $13,400 (L»
($ 40,000 (G) added)

Agriculture, Rural DevelOfllleOt and Nutrition
Health
Economic SUWOrt Fund

A. Conforliflilce with Agency ard Bureau Policies: The special circumstance.'J facing El Salvador, Le. guerrilla
destruction on infrastructure, continue to require that A.I.D. actively support infrastructure restoration and
rehabilitation as a means of stabilizing the economic life of the country. This Project also addresses Agency
am Bureau interest in pronoting community health and Child survival.

B. Project Description: The Project supports GOES efforts to restore public services interrupted as a result of
the continuing p:>litical conflict wi thin the country. Project funds are used to finance foreign exchan:le costs
of lmported goods, spare parts and equipment, as well as technical services, required for the restoration of
economic infrastructure damaged by guerilla sabotage or through insufficient maintenance.

As the strength of the commitment of the Salvildoran peeple to democracy has become evident and the size of the
gueri lla m:::Nement has been reduced, greater e,nphasis has been given 'oj the insurgents to attacks directed against
the nation's physical infrastructure, with increased targetting of pubic utilities in the metropolitan san
Salvador area. !'bat affected are the electrical system and the national road system. In 1988, for example,
resources provided under this Project enabled the GOES to replace over 275 transmission towers am electrical
poles, over 400 electrical lines, and 13 bridges damaged in guerilla attacks, \\hile at the sare time repairing
over 550 kilometers of road. Unfortunately, all indicators point to a continuation of the present strategy of
sabotage and terrorist attacks directed against the country's economic infrastructure as a means for fracturing
the still relatively young dem:x.:racy in E1 Salvador.
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This two year, $40 million Project lIFlendment responrls to the continued need for u.s. financial f'up[X'rt to
maintain the GOES capability to restore vital pUblic services >lhich have been interrupted roth through the direct
efforts of the guerilla insurgency, and indirectly, through the reduced capc'lbility of the GOES to finance repairs
nee<1ed to keep the electrical grid operatiom.l, roads open, am. water systems functioning. Needed repairs and
maintenance w::>rk cin the national highway system, for eXalllple, has led to the failure of the road system in many
areas am there is an urgent need for road resurfacing to prevent further rrassive raad h-,.se failures. The
National \'/ater Authority (1\ND1\) has also suffered severely from guerilla attacks and lacks the resources to
restore water, storm and sewer systems to maintain an adequate level of public services, particularly in areas
where displaced p:JPUlations have sought refuge from the conflict. An estimated 25% of the resources provided
under this Amerrlment wc..tld be used to restore urban am rural water systems, an element critical to protecting
the Salvadoran populace from the decline in health conditions rormally found in countries torn by internal
conflict.

The proposed grant fUnding of the project is consistent wi th A. I.D•• s Guidelines ro Terms of Aid, as (i) this
project yields broadly diffused social benefits far whim full cost recovery is not practical, and (ii) the U.S.
has a strong proprietary interest in the actiVity. In addition, the provision of these funds ro a loan basis
WCf<.lld roly exacerbate the government' s present financial conditiro, increasing the country's already high debt
service ratio (currently 36%).

> 1985 1986
Actual Actual

1,653 1,759

6.7 8.8
286 287

11 9

Actual am Estimated OUtputs

Electric Use (GI'lH)
Standby generator capacity,

% of total
Pumping Stations operating
Bridges restored
\~ater systems completed
Handpumps installed
Wells constructed
Roads restored/rehabilitated

/maintained (kill) 164 332

1987 1988 1989 1990
Proj. Act1ial Proj. Proj. Proj.

1,842 1,902 2,020 2,120 2,220

0 17.6 11 0 0
293 287 298 303 308

10 13 10 0 0
7 5 5

35 35 185 460 460
35 35 185 460 460

571 571 485 600 700

The Project works with the Ministry of Public Works, the National Electric Authority, the Natiooal Water
. Authori ty, and other p..tblic service agencies. '!hese agencies will execute some activities through private sector
contracting.

Obligation of funds \oOUld be effected through an Amendment to the bilateral grant agreement in acoordance with
procedures outlined in Handbook 3.
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c. Mission Management: An FSN engineer is the project officer. supervising five FSN/PSC ~ngineers.

D. Potential Issues: Continuatioo of waiver of fonnal advertising for procurements.

E. A.I.D./W TOY Support for Project DevelC?f.lllent: None anticipated.

F.
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GOI\L:

OB.JErI'IVE:

p~:

FY 1990 NDl PROJErI' DESCRIPTIOO

Long Term Growth

No.1, Increase agricultural production

519-0351, Cbmmercial Farming

P~ FUNDIOO: ($000)

IJEOCRIPTORS:

FY 90:

000, l\a

6,000 (G) LOP: $15,000 (G)

FUlCI'ICNAL JlCmJNT: Agriculture, Rural Development and Nutrition

A. Relationship to 1'..1.0. Cbuntry Strategy/Objectives: The Mission's strategy views the diversification of
agricultural production as a means for both achieving increased agricultural production and increased foreign
exchange earnings. The USI\ID's strategy has, heretofore, been focussed on the establishment of private
enterprises engaged in the processing and export of non-traditional crops, with the impact 00 agricultural
productivity reSUlting frem the bach~rd linkages from these agribusinesses. Phase I cooperatives represent same
of the most productive lan:ls in F:l Salvador, yet ooly a few are currently involved in the production of
non-traditional crops for export. This project focusses 00 bringing Phase I agrarian reform cooperatives into
the produetion-for--export Il£Irket by making these cooperatives efficient producers for the export market.

B. Relationship to Host Country and other Donors: This Project supports GOFS efforts to diversify agricultural
production and increase the productivity of agrarian reform cooperatives. No other donors are presently active
in this area.

C. Project Description: The goal of the project is to increase foreign exchange earnings and create employment
by prol!Dting the producticn of non-traditional agriCUltural products for export on Phase I cooperatives. The
purpose is to assist Phase I cooperatives to produce non-traditional export crops and work with agribusinesses
processing and exporting such products. This project will identify 60 to 70 of the best cooperatives and help
them to develop linkages with agribusinesses processing non-traditional agricultural products for export. 1'..1.0.
funding will be used to provide technical assistance in management and agronomic techniques so that cooperatives
become SUWliers of quality products to satisfy the export processors' demands. In addition, cooperatives will
be provided assistance in linking up with sources of producticn and investment credit, agricultural inputs, am
other specialized technical assistance available. F\ln:ls will be obligated through assistance instrument(s) to
registered PVO(s).
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D. Mission Management: A Project Manager in the ROO office will oversee Project Implementation.

E. Potential Issues: PD-15.

F. Estimated PID lIB'roval: July 1989 PP Afproval: January 1990
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..

GOAL:

PIDJECr:

FY 1990 NEW PIDJECr DESCRIPTIOO

Spreading the Benefits of Growth

No. 12, Improve Educational C):portunities

519-0357, Interactive Radio Education

pROJEX:!' FUNDIOO: ($000) IT 90: $3,000 (G) lOP: $8,000 (G)

I

I
IJESCRl PI'ORS: 600, 00

Education and Human Resoorces (EHR)

A. R~lationship to A.I.D. Country Strategy/Objectives: Consistent with the growing evidence that education
contributes significantly and positively to increased agricultural and industrial productivity, employment, health
(including reduced family size), and receptivity to technical change and modernization, an important objective of
the Hission's strategy is to improve educational cpportunities for Salvadorans. This Project focusses on
increasing access of Salvacorans to basic education through the introduction of interactive radio education
programs, a proven cost-effective means for expanding educatioral cpportunities, particularly in rural and more
rerote areas. As such, this new project contributes to the overall goal of spreading the benefits of growth.

B. Relationship to Host Country and other Donors: The Ministry of Education will be the primary mst-country
cooperating entity, WIth SUbstantial involvement of the Ministry of CUlture and Communications. Given the
Project's emphasis on the development of rore cost-effective mechanisms for expanding access to primary education,
it is fully consistent with current GOES efforts.

The private sector will be encooraged to participate in prorroting the project and contributing toward its
q>eration. Other donors, such as IBRD and the lOB, and local government will be encouraged to assist the GOES in
meeting any continuing need for financial sllFPOrt for school construction and repair, as well as in contributing
textbooks and other educational materials to improve the quality of education.

c. Project Description: The goal of the Project is to increase access of the salvadoran IWulace to high quality
basic education. The project purpose will be to establish an interactive radio educaticn program for
elementary-aged school dlildren. As such, the proposed Project will shift emphasis away from the short-term
construction/reconstruction and system revitalization objectives of the existing Education Systems Revitalization
project to a focus on improving access, q.Jality, and efficiency of educational programs through the introduction
of interactive radio, a mre cost-effective and awrcpriate educaticnal technology for El salvador.



Primary beneficiaries of the Project will be the approximately 400,000 elementary school-aged children not now
served by the formal educaticn system. Radio programs will, however, also prOVide supplementary instructial to
school children enrolled in the formal school system, and special programs will be designed to upgrade teacher
skills.

A.J.D. grant resources will finance: (1) technical assistance for project planning and implementatial, (2)
carurodities, including radio equipment and vehiclesl and (3) training for technical and managerial personnel frOlll
the cooperating entities.

D. Mission Management: An existing project manager in the Office of Wucation and Training will manage the new
project.

E. Potential Issues: The respective roles of the Hinistry of Wucation. the Ministry of CUlture and
CoImnunications, the Private Sector, and local camnunities.

F. Estimated PID Approval: Ck:tober 1989 Estimated PP Afproval: February 1990
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G01IL:

Os.:m::TIVE:

ProJD:T:

FY 1990 NEW PROJE1:T OOSCRIPTlOO

lalg-Term Growth

No.2, Strengthen the Private Sector

519-0318, Small Business Assistance

ProJD:T ruNDlOO: ($000)

rnscRIPTORS:

FY 90:

800, 1\a

$ 3,000 (G): WP: $ 7,500 (G)

Selected Development Activities
E=nctnic Support FUnd

A. Relationship to 11..1.0. Country Strategy/Objectives: Given the large percentage of the Salvadoran private
sector that small am microenterprises represent, long-term equitable e=ic growth prospects must include their
increasing participation in the economy. '!he Project is a means of increasing incomes and employment
cgxrctlIDi ties for tlE small and microenterprise sector.

B. Relationship to Host Country and Other Donors: '!he Inter-American Dev<?lopment Bank has also recognized the
irrportance of this sector, am has provided assistance to the Salvadoran FOlIDdaticn for Social am Ecornmic
Development for the latter's small business assistance program in the country's Eastern region.

C. project Descripticn: The goal of the Project is to promote economic develqJment am to increase the
participation of small scale enterprise in the eeonany. The p.1rpose of the Project is to increase the incomes
and employment C!JPOrtlIDites of small scale enterprise in rural and urban areas. 1\5 currently envisioned, the
Project would entail Oooperative Grant Agreements with two implementing entities -- the Federation of Cooperative
Credit Agencies, FEDIXX:REDlTO, and tlE Salvadoran FOlIDdaticn for social and Econ(JlTlic Development, FUSADES.
li'I:JOfXx;REDlTO will channel credit and technical assistance to small scale enterprises in rural areas, while the
Small ard Hicroenterprises Program (POOPflllI) at FUSIIDES will be expamed to assist entrepreneurs in urban areas
thralghout the cnuntry. B:>th the FEDEL'CREDlTO and FUS1\DES' program will, however, have been refined to include
more economical means of assisting tlE target group of enterprises, reflecting recommended program modifications
stemming from the FUSIIDES' evaluation and the Robert R. Nathan team's fimings en FEDECCREDITO's qoerations.

o. ~lissien Managerent: The Project will be managed by a Project Manager in tlE Missicn's Private Sector Office.

E. Potential Issues: (1) Institutional capacity of FUSADES. (2) SpirH)ff of PROPEMI £rOlll RJSI\DES. (3)
FWEtXHEDlTO continued OOllIII\itment to administrative reforms to streamline credit delivery.

F. Fstimated Plo lIpproval: February 1990 PP JlB?roval: June 1990.



GOAL:

OBJEX:TIVE:

PRnJl'X:I' :

FY 1990 PRnJl'X:I' A/1ENr:t-lENl' illSCRIPfIOO

Long-Term GrOdtll

No.5, Promote exports.

519-0327, Agribusiness Development

PRnJl'X:I' FUNDIm: ($000)

DESCRIProRS:

FY 90: $15,000 (G) I IDP:

000, Aa

$35,ooOfqj
($15,000 added)

FUNCI'ICNAL J\CCUJNl'( S) : Agriculture, Rural Development and Nutrition
Economic Support F\llYl

A. Relationship to A.LD. Country Strategy/Objectives: The Agribusiness Development Project is the Mission' B

mlin private sector project \'l/hich is de5icJn(~1 to fOlll<?llt the tlevclOf'II1',?'llt of nontri'"lition"l agricultural p-xports.
l\s such, it cOlllplements other r·tission efforts to promote m:U1l1facturing/light industrial exports; roth form part
of the rHssien' s strategy of enc'Ouraging export-led economic growth through the promotien of investment in, and
exports of, nontraditional products to extraregional narkets. / \

B. Relationship to Ilost Country am Other Donors: The Project supports GOES efforts to diversify the export
sector, thereby reducing dependency on a few traditional agriCUltural export commodities. No otller donors are
presently active in this area.

C. Project Description: The goal of the Project is to increase employment and foreign exchange earnings. The
purpose of the Project is to increase the production and e"port of nontraditional agricultural ~rqducts.

The Project, which is implemented by the Salvadoran Foundation for Social and Economic Developnent, FUSlIDES,
provides tecllnical assistance, training, and credit to private enterprises in El Salvador for the production and
export of nontraditional agricultural products, thereby increasing foreign exchange earnings and employment. In
addition, institutional support for FUSlIDES is provided. The Amcr~nt will provide additional resources for the
agribusiness investment credit facility, and will expand the target group/eligiQle uses of the credit fund to
include investments for on-farm irrigation systems. '

D. Mission l-1anagement: The Project will continue to be nanaged by a Project ~lanager in the Mission's Rural
Development Office.

E. Potential Issues: (1) Institutional capacity of FUSADES, particularly vis-a-vis functioning of the offshore
trust fund. (2) Spin-off of the Agricultural Technology Unit of FUS.'illES.

F. Estimated PP Amendment Afproval: June 1990.

- 132 -

f f . f • • • • ,



GOAL:

oon:x:TIVE:

pronx:r:

pronx:r FUNDIOO: ($000)

·IEOCRIProRS:

rutcrIotlAL N:X'.CUlf:

FY 1990 NEWp~ DFSCRIPTION

Spreading the Benefits of Growth

No.9, Improve health and health services

519-0999, Private sector Health care

FY 90: $2,400 (G) IDP: $9,000 (G)

500, Cc

health

I

j
j
1
i

I
i
l
i

t
I
j
i

A. Relationship to A.I.D. Count;¥ Strategy/Objectives: Since FY 1983 USIUD financing in El salvador to improve
health services, except for rehabllitatiO'1 services, has been directed towards improvements in the services
provided by the Ministry of Health (tul). 'll1e oogoing Health Systems Support project, with a P1\CD of FY 1991,
will continue to proVide essential sllftlOrt to the tul through the FY 1989/90 programming period.

A significant percentage of the salvadoran p:;pulation (10-20%), h:>wever, depends = the social security system
(ISSS) for health care services. Due to the inefficiencies of this system, many ..urkers associations am finng
(e.g., the Teachers Association and bottling companies) have established arrange~nts with private physicians
groups to prOVide basic health care (i.e, outpatient care). Studies by the Foundation for the Prevention.of
Industrial and OCcupation Risks (FIPRO) demonstrate that productivity losses due to ..urker absences for medical
reasons greatly exceed the comhined total of a firm's contributiO'1 to social securi ty am the cost for
SUbscription-type programs with private physicians groups. Given the drain on productive sector resources this
res.ults in, am continued USAlD sUfPOrt for industrial recovery am growth, the proposed FY 1990 private sector
health care project focusses on institutionalizing a subscription-based health insurance program in El salvador.

B. Relationship to Host Country am other Donors: This program would ..urk in coordinaticn with the social
security system to increase the quality of health care, while reducing the cost to individuals, firms, and the
ISSS.

c. Project Description: The goal of the project is to improve the health of low-income Salvadorans. The
purpose is to reduce irrllistrial health hazards am establish a subscription-based health insurance plan which
provides oost-effective medical services of a preventive and ootpatient nature for industrial workers and others.
This three-year project will consist of three <XAtIfti1eI1ts: (i) establishment of plan guidelines, which inclooes
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technical and financial assistance to erulble FIPRD to establish plan guidelines and administrative arrangements
am carry out a limited prollOtional campaign with imustry; ii) assistance to physician groups, which includes
technical assistance to strengthen the administrative capacity of physician groups and establishment of a loan
program for the purchase of equipment to meet minimal service requirements of the plan (e.g., laboratory
facilities); and iii) expansion of industrial safety programs, as part of a comprehensive preventive health care
service package to improve worker health by reducing industrial and occupational health am safety hazards.

USA!D will negotiate a grant with FIPRO in FY 1990 to (i) support the expansion of their technical assistance and
training programs for firms am employee associations am (ii) oversee the establishment of the national health
insurance agency. Once the national health insurance program is established in an insurance agency(ies), FIPro

··will serve as the executing agency, prOViding funding in the form of a subgrant to the health insurance agency
for its initial operating costs and promotional activities.

D. Missirn Management: A project manager with experience in private sector health care programs will be hired
for this Project.

E. Potential Issues: Ability to negotiate administrative arrangements with ISS5.

F. Estimated PVO PrCJX?Sal Afproval: May, 1990
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GOAL:

OBJFJ:TIVE:

ProJECl':

proJECl' FUNDIOO:

lESCRlPTORS:

($000)

FY 1990 ProJrx:T AMENCMENl' rnscRIPTICN

Spreading tre Benefits of Growth

No. 12, Inprove Educational Opportunities

519-0315, Training for Productivity and Oompetitiveness

FY 90: $7,141 (G) lDP: $20,000 (G)
($ 6,000 added)

600, Dd

Education and Htnnan Resources (ElIR)
EcolXJlllic Support Furrl (ESF)

A. Relationship to A.1.0. Country Strategy/Objectives: with the conclusion of the Education Systems
Revi talizatien project in FY 90, tre USAlO's strategy in the Educaticn Sector will enphasize the development of
training programs to fuel the export-led economic growth strategy being pursued. This project sUfPOrts the
vocatiena1 training program of the salvadoran Foundaticn of Entrepreneurs (FEPADE) , which is designed to meet the
immediate training needs of firms in El salvador, with special emphasis en nontraditional export enterprises.

B. Relationship to Host camtry am otrer Donors: The USAlO sees renewed interest bf other donors in providing
economic and huttenitadan assistance. In prOllOting such investment, USAlD will be phasing out our support for
areas consistent with other donor interests, such as public educaticn.

C. project Description: The purpose of the oogoing Training for Productivity and Competitiviness Project is to
deve1q> or upgrade tre human resources needed bf the Salvadoran private sector for increasing production,
productivity and a:xnpetitiveness through the establishment of special training programs and linkages between the
productive sectors am educatienal institutions. Attainment of tre purpose will pronote achieving the Project's
goal, which is to contrioote to economic recovery and extem the benefits of ec<nanic growth bf assisting in the
devel~nt of tre Salvadoran private sector.

This Amendment will extetrl the project life for t"lO years and increase life of project funding bf $6.0 million.
The additional funding will expam tre efforts of FEPADE to upgrade vocational-technical training programs
offered bf salvadoran \Diversities, and to provide greater access to these educational programs. Specifically,
this Project CllllE!Il3ment will: (1) expand tre educational credit program operated bf FEPADE whidl provides



educational loans to needy students enrolled in priority vocational/technical programs; (2) upgrade the
capabilities of vocatia1al/teclmical schcols, throu:Jh the provisicn of teacher fellowships am grant resources to
expand faciities; and (3) expand ex>lla1:x>rative efforts of FEPADE and selective universities to develop special
teclmical programs in areas needed by private enterprise, especialy the export sector.

D. Mission Management: The project manager in the Missions Office of Wucation and Training (OEr) will OCllltinue
to monitor project progress.

E. Potential Issues: N:lne.

_. F.· Estimated PlIO Proposal Approval: May 1990

- 136 -

f f f , f • f f • f



GOAL:

OBJR:TIVE:

ProJEX::T:

proJEX::T FUNDING:

·IESCRIPTORS:

FY 1990 Prom:T JIMENI:MENI' DESCRIPl'ICN

Lcng-Term GrCMth

No.5, Pronote exports.

519-0287, Industrial Stabilization and Recovery

($000) FY 90: $13,000 (G): lOP: $51,460 (G)
($22,000 added)

800, l\a

FmCl'IOOAL N.XrXm(S): selected Development Activities
Ecooomic Support Fund

A. Relationship to A.J.D. Country Strategy/Objectives: 'lhe Industrial Stabilization and Recovery Project is a
cornerstone of the Missioo's eHorts to rekindle export-led growth with increased private sector participation in
the econcmy, by prcxroting foreign and domestic investment in the rontradi tional export sector.

B. Relatiooship to Host Country and other Dorors: 'fue Project supports GOES efforts to create a policy and
legal framework for pronoting investment and exports. No other donors are currently active in this vital area.

C. Project Description: The goal of the Project is to accelerate economic grCMth and diversify the economy to
attain higher levels of employment, income, investment, and foreign exchange earnings. 'lhe purpose of the
Project is to stimulate the nontraditional export sectors of El salvador, reSUlting in increased levels of
employment, income, investment, and foreign exchange earnings.

The Project consists of tlo.O LUlipooents, one with the GOES, which is implemented by the Ministry of Foreign Trade,
MICE, and the other with the salvadoran Foundation for Social and Economic Development, FtlSI\DES. Support to MICE
consists of technical assistance, training, policy studies and strategy formUlation, and support to improve
operations at the country's public sector free >one at San Bartolo. 'fue private sector LUlipoilent consists of
operational support for FUSADES' export and investment promotion program, PRIDEX, and a dollar-denominated credit
fund for investment in manufacturing/light industrial operations, including drawback. Previous Project
activities in support of ecoo::mic research am the strengthening of salvadoran blsiness associations have been
phased out of this Project.

'lhis Amendment will finance the oontinuatioo of the current program of activities with MICE and FUSADES for a
three year period: *15.0 millioo of the $22.0 millioo in il¥:reased lOP fuIrliDJ will be used to augment the credit
facility.



".

D. Mission Management: 'lbe Project will oontinue to be managed l:7i a Project Manager in the Mission's Private
Sector office.

E. Potential Issues: (1) Institutional capacity of FUSADES. (2) Spin-off of. PRIDEX.

F. Estinated PP Amen:Iment Approval: March 1990.

..
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IX)CUIWI'ATICN REXJUlREMENI'S

A. F'i 1989

NEW Pro.n=x:I'S

1. Privatization (519-0350)

PlO Team Arrives
PlO Approval (USAID)
PP Team Arrives
PP J\f.prova1 (USAID)
Obligaticn
I\wroved documentation to AID/W

2. Balance of Payments (519-0355)

PAM Deve1cpnent/Approva1 (USAlO)
AlO/N Approva1/Autoorizatim
Obligation

F'i 1989
ex: NO DE JA FE MR AP MY IN JL JIG SE--------------

xx
xx

XX
xx

XX
XX

XX
XX

XX

F'i 1990

3. Private Family P1annij9
Initiatives (519-0999

4.

Concept Paper Review (USAID)
Proposal Review and Approval (USAID)
Obligatim
I\wroved Ibcumentation to AlD/W

Laoor Unim DeVel§t;?nt
AIFID OPG (519-0999

Concept Paper Review (USAlO)
Prq:osa1 Review and I\wroval (USAIO)
Obligatim
I\wroved Ibcumentaticn to AlO/W

XX
xx
XX

XX

xx
XX
XX

XX

1'3n_



N 1989 (=ntinued)

5. Rural Health am Envircxunental
Sanitation Program - Save the
Children oro (519-0999)

N 1989 N 1990
oc NO [£ JA FE f.lR AP MY IN JL l'\G SE--------------

Concept Paper Review (lJSI'UD) XX
Proposal Review arrl Approval (USAID)
Obligation
Approved Documentaticn to IUD/W

XX
XX

XX

f

1. PUBLIC SERVICES RESroRATICi'l
(519-0279)

PP Supplement cabled to IUD/W 6/88
PP Supplement Approved AID/W
Obligation
Approved EOcumentatim to IUO/W

,

XX
XX

XX

- 140 -

• I I I f f



PIOJB:'i' IXXllIENl'ATIOO }IN[) OOJEU)PHFNr SCHEOOLE

FY 1989 FY 1990
IXX:lJHENrATICN REl;lUI REMENl'S

B. FY 1990

NEW PIn.TOCI'S

1. Commercial Farming (519-0351) -~

OC 00 DE JA FE I-m AP MY IN JL AG SE OC 00 DE JA FE MR AP MY IN JL AG SE---------------

PID Team Arrives
PID Approval (USAID)
PP Teilm Arrives
PP Approval (USAID)
Oblig-3ticn
Approved documentation to AID/W

2. Interactive Radio Educaticn (519-0357)

PID Team Arrives
PID Approval (USAID)
PP Team Arr i ves
PP Approval (USAID)
Obligation
Approved documentatim to AID/W

3. Balance of Payments (5l9-XXXX)

PAAD Deve1cpnent/lIpproval (USAIO)
I\ID/\~ Approval/Authorization
Obligation
Approved Incumentatim to AID/W

4. small Business Assistance
(519-0310)

PIO Team Arrives
PID Approval (USAIO)
PP Team Arr i ves
PP Approval (USAID)
Obligation
Approved IXx:umentatim to AIOM

, ..

xx
xx

XX

xx

XX
XX

XX

xx
XX

XX

XX
XX

XX

XX
XX

XX
XX

XX
XX

XX
XX

XX



IT 1989 FY1990
DXUl1ENrATIOO R1UllIRE21ENI'S

NEW pIlOJfl:'rs (continued)

5. Private Sector Health Care
(519-0999)

Concept Paper Review (UShID)
Proposal Review and Approval (UShIO)
Obligation
Approvoo LOcumentatim to hlD/W

1. !~~~~:!.!)ll for Pro-ll1ct i '!i ty and
Compet i t i veness \519=0315)

Concept Paper Review (UShlD)
Proposal Review and Approval (UShlO)
Obligation
Approved Dxwnentatim to AIO/W

2. J..gJ:ilx15iness Development
(519-0327)

PP supplement Team A.rrives
A!D/U rH egates Authori ty to

Amend Project Authorization
Pl' SlIl'l'lcment Approval (USl\ID)
Obligation
Approved Documentatim to hlD/W

3. Industrial Stabi lization and
Recovery (519-0287)

PP Supplement Team Arrives
hlD/vl Delegates Authority to

Amend Project Authorization
pp Supplement Approval (UShlD)
Obligation
ApproVed Documentatim to hlD/W

OC 00 DE JA FE MR AP MY IN JL AG SE------------
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xx
XX
XX

XX

xx
XX
XX

XX

xx
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XX
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XX
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C.2. FOOD AID

1. Relationship to overall country strategy

Fooj aid assistance has become a key element in arresting El salvador's economic downslide and in supporting its
development. In FY-1988, for example, food aid is saving El Salvador almost $50.0 million in foreign exchange
and the $42.0 million'equivalent in local currency derived from selling commodities is providing resources
against nine mission objectives (in millicn UsS): agricultural productioo, $5,250; strengthen private sector,
$.4; stabilize financial structures, $.2; promote exports, $12.46; infrastructure, $11.9; family planning, $.2;
~alth, $5.73; and education, $5.06. This local currency provides $22.95, $7.9, and $6.4 million in counterpart
respectively to A.I.D., lOB, and IRRD projects and contributes $5.65 million for priority development activities
of the Ministry of I\griculture. The local c1lrrency section of each objective identifies the specific activities
financed with PL-48O and 416 funds.

PL 480 food COI11IOCldities are helping to fill the gap in food availability created by: 1) the country's inability
to import sufficient amo\D1ts of food from its own scarce foreign exchange; 2) the increasing denand for food
created by the over 300,000 displaced perscns from the oonflict areas; 3) the need to provide food assistance to
the poorest marginal populatioo of El salvador; am 4) the decrease in the production of SOIOO crops, like cotten.

2. Country food situaticn

The political violence since 1979 has disrupted the economic system of the country and caused serious
dislocations in the productive sector. A large area of the country can not be used for the productioo of
agricultural goods. As a result, in the 198B-1990 time frame, it is anticipated that the CO\D1try will not be
able to either produce sufficient commodities, nor make available hard currency to pay for its food import
needs. Thus, the GOFS, will continue to look to the U.S. assistance for the provision of resic food cOllmodity
imports. This is specially true for wheat, the major commodity imported tmder the PI.. 480 program, El Salvador is
not a ~eat, producer, bit prior to 1980, it was able to meet domestic demand by means of commercial imports.
lk:1ooever; since 1980 when the PI.. 400 Title I Program began, the GOES has not had the available hard currency to
pay for such imports. Unless the econany changes significantly, the GOES will continue to deperrl 00 the PL 480
wheat imports. In relation to edible oil, during the 1970' s cotton (and the related cottonseed oil) was an
important export, but now it accnmts for less than three percent of the agricultural output, and no more than
one percent of exports. In the last ten years the area of cotten planted has been reduced from awroximately
76,000 hectares to 14,000 hectares. This sharp decline was due to the armed conflict and decrease in
international export prices. The production of cottonseed oil has dropped accordingly. El salvador produces no
tallCM, although it is widely used in the production of lard, margarine am animal feed. 'I11e importation of
tallCM adds a significant burden to the country's balance of payment deficit and debt-service rates. The
inclusion of tallCM in the PL 480 program is a significant help in relieving the OOP situation of
El salvador.
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'!be country's food situation is sUllllI1arized in the following chart: (data supplied by Ministry of Agriculture,
Direccion General de Eooncmia Agrcpecuaria as of February 1988).

El Salvador's Country Food Situation
Agricultural Year 1987-1988

Basic Grains (M.T.)

Corn Beans Rice Sorghum

BeginnilB Stock (7/1/87) 115,955 8,445 2,486 5,755
Producticn 571,632 24,136 25,773 25,645
Imports 22,000 13,045 14,609
Available Supply 709,587 45,627 42,868 31,400
Dornest i c Demand 540,000 54,545 45,000 140,000
Reserve 45,000 9,091 3,773 11,818
Balance 124,587 -18,009 -5,904 -120,418

3. Proposed food assistance levels

A. Title I

During the 1988-1990 period the need for PL 480 resources will continue at levels consistent with prior year
allocations. These levels are required to maintain a stable economic base to promote social· and political
development in El Salvador. TI1e FY 1989 request for PL 480, therefore, will 1::e approximately of $35.0 million.

Since the inception of the PL 480 Program in 1980, including FY-1987, the arrount of $266.9 millioo has been
provided to the GOES on a ooncessional loan basis for the importation of U.S. agricultural products. TI1ese funds
permitted the GOES to manta in a oonstant sUWly of wheat, edible oil arrl tallow. The agricultural comm:Jdities
are sold by GOES to the private sector and ~1e local currency senerated from the transactions, is jointly
programmed by the GOES arrl USAID/El Salvador arrl used to prOll'Ote the adoptioo of apprq>riate economic policies,
support economic stabilization, funding develop~nt activities and implement self-help measures.

The FY-1988 agreement was signed in March 1988 far the anount of $26.0 million. However, the total FY-1988
estimated amount is of $47.3 million. (See San Salvador No. 3653, dated March 17, 1988.) An amerrlment to the
agreement in the am::xmt of $21.3 millicn is expected to 1::e signed on/about May 1988.

- 144 -

• •• f • • • f f



Fbll"",ing is a SUIl'II1ary of the estimated amount in millions of dollars aOO in metric tons, for FY-I987 through
FY-1990.

FY-19B7 FY-1988 FY-1989 FY-1990

$ Ml' $ Ml' $ Ml' $ Ml'

Wheat 11.9 99,616 13.3 100,500 12.5 96,154 12.5 96,154
Vegetable oil 7.6 18,000 13.5 25,000 10.0 18,400 10.0 18,400
Tall"'" 10.5 30,327 13.4 37,200 12.0 35,294 12.0 35,294
Protein Meal 4.9 20,200
Yell"'" Corn 1.9 23,900

Subtotal 36.8 40.2 35.0 '35.0
7.1 Y

Total 36.8 47.3 35.0 35.0

Y Corresponds to the FY 1987 carry-in amount.

B. Sectim 416

Section 416 of the legislation authorized the donation of surplus dairy products for humanitarian purpose m a
one-time-basis. The U.S. Government decided that El Salvador due to the disadvantage by the impositim of a
sugar quota is eligible to receive certain Title II corrurodities, inculuding grains, to <XJIlIP"nsate for the foreign
exchange loss incurred by the reductions in its sugar quota. Under this program, referred to as "Sugar Offset",
El Salvador in 1987 imported 35,000 M.T. of Title II corn with a total value of $4.1 million, and in 1988 will
i~tt up to 48,000 MI' for an estimatoo anount of $7.9 millim.

The local currency funds generated through this program are utilized to finance projects that contribute to the
development of poor rural areas to permit greater accessability of the pcpuLitim to the benefits of
development. The FY 1987 funding was used to finance thirteen different agricultural development activities,
among ~mich we can cite Reforestatim am Soil Conservatim, Coffee Intensificatim, Plant and Animal Health,
Statistics, Land Tenure, Integrated Rural Development, Agrarian Reform, etc. upon arrival of corrurodities in EI
Salvador, they are sold to the private sector at current market prices, and the local currency generated fran the
sale is deposited in special account and used to finance the above mentioned activities. '!be GOES suhnits to the
U.S. Government quarterly reports sOOwing that funds have been used far the agreed purpcees.
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primary source of humanitarian food
L and rice to displaced families and
(. During FY-1987, 32,853 metric tons
:ns administered bj USAlD/El salvador.
tely 827,000 salvadoran

~ Program for Displaced Persons.

;timates for FY-1988 through FY-1990.

; CUST $ CUST
(FOB) (elF)

,402,088 2,123,000

,067,926 4,987,395

,397,761 1,940,561

831,000 1,151,500

,788,775 10,202,456
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FY-1988

CARlTAS

GOES-AID

FY 1989

Cl\RITAS K:H

GOES-AID. FEW

'rol'AL

1990

Cl\RITAS

'KIl'AL

130,000

147,000

31,000

308,500

130,000

105,000

245,000

100,000

100,000

6,873

12,210

2,551

21,635

7,622

6,700

14,322

6,700

6,700

1,391,410

2,188,950

452,458

4,032,818

2,021,400

1,250,000

3,271,400

1,766,500

1,766,500

2,168,059

3,568,793

740,721

6,477,573

2,822,200

2,020,500

4,842,700

2,546,500

2,546,500

The =mmtmity development aspect of the Title II Feeding Program has been extremely beneficial to the Salvadoran
poor. El Salvador continues to suffer fran a lagging economy which in turn has caused significant unemployment and
under employment. USAlD/El Salvador is currently providing humanitarian assistance to approximately 75,000
marginal am urban poor through /iuccessful highly visible <XlI11lTIunity development programs with DIDEL'O and CESI\D.
The objective of these programs is to provide urgently needed self-help assistance to individual communities
through basic community develcplllent projects that the GOES cannot finance. 'Ib date, comrntmity housing, feeder
roads, village streets, bridges, sewerage canals and wells have been milt or repaired. In addition to the
expansion of infrastructure, in=ne generatio:J projects have also been emphasized. Within the latter activity,
successful community gardens have been planted, fish ponds, hog and poultry raising projects are functionio:J, all
of which have provided badly needed income to subsistence level beneficiaries. A third, but equally important
develcpment program has been vocational trainio:J, under I'hich many Salvadorans receiVed training in basic
horticulture practices, chicken raisio:J techniques, vegetables preservation and the production of rcpe and
baskets. 'I11rough the community development aspect of the Program, program beneficiaries have acquired dignity,
self-respect, ccnfidence and self-reliance. Canmunity participants have also learned the benefits of team work,
oommunity action, and organizatioo.
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USAID/El Salvador is providin:J food assistance
Directorate of Camnunity Deve1cpment (DIDED:».
beneficiaries as follows:

DIDEn) - FW
FEDEX::CREDI'IO - DP
cnll\RA-RELIEF (Combined Civic J\ction)

for ooe relief and two developnent programs through the GOES 
In F'f-87 16,850 Mts. of food were delivered to 154,000

85,000
17,000 (Phased out in May 1988)
52,000

The DIDEn) FFW program provides assistance to about 05,000 urban marginal residents ronth1y tc> work in
environmental sanitation, small productive enterprises, potable water, drainage, access roads and vocational
trainirg activities. The Displaced Persons Program is completin:J its third year of operatioo, provides a food
supplement to displaced persons that work 00 canmunity projects. '1lle cnll\RA Civic J\ctioo allocates food for
humanitarian relief in areas where~ considers there is urgent need, as a result of the cooflictive
situation.

catholic Relief services/CARITAS, under the MJther Child Health program, providing food ClOlI1IlOdities to
approximately 130,000 beneficiaries, per month. Program beneficiaries target pregnant and lactating mothers and
children under five. Nutritional education and basic health education lectures are given to the mother. CARITAS
also distributes food to children in orphanages and schools as well as old age homes.

The Salvadoran Evangelical ConITlittee for Relief and Developnent (CESlID) is providing assistance to 30,000
nonregistered displaced persons under a food-for-work (food basket) program. In additioo, 1,000 nutritionally
VUlnerable beneficiaries are receiving supplementary food assistance. .

4. Potential disincentive effects

In February 1988, a Mission funded study on the impact of food imports 00 local producers began. ~n 00Ilp1eted
(Apr'il of 1988), the study will help guide the GOES and USAID/ES in defining am implementing an appropriate food
security policy. The study will assess:

ha.l food imports are affecting local production,

whether increasing imports are the result of decreased production or whether decreasing produetioo is the
result of increased imports,

the appmpriate mix of imports and local production for El Salvador that will maintain the employment,
incx:mes and food security that local productioo generates and yet maintain adequate supplies.

f .' • f
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5. Current host-country food policies and key reforms

PL 480 resources are tied to ESF resources in the negotiation of needed econanic and social reforms. The FY-19B7
agreer.tent provided the GOES $36.8 millim am included six specific self-help measures as follows: 1) Improve
immunization services; 2) Provide financial and administrative support to complete phase I and III of the
Agrarian Reform; 3) Concentrate the activity of the Agricultural Develqxnent Bank - BFA - 01 efficient banking
activities; 4) Prorote the private sector investment in agribusiness; 5) Carry rot a plant health program; and
6) Carry out an animal health program•

.,6. Special Programs

The Mission ronsiders that the large volume of inp:>rted Title n c.ulUlooi ties has caused a depemency l7j some
program beneficiaries am has also caused a potential disincentive to the local agricultural sector. For this
reas01, a phase dcMn strategy of Title n c.uldtooity levels is being prepared. Some of the major actions that
have been taken urrler the strategy are:

A. DIDOCO. The USAID/DIDEXXl FFW Program will be reduced l7j 50% in FY 1988, ronsequently the number of
beneficiaries will be progressively reduced fran 85,000 recipients to 42,500. The Civic Action Program
will continue at least IIDtil April 1989. There are 00 plans to continue FFW the feeding CXAliponent beyond

, the December 31, 1988 poco.

B. CESlill. The program will be terminated in FY-1988, and the number of beneficiaries will be reduced from
31,000 to zero. For FY-1989 there will be no CESlill feeding Program.

~C. CRS/CARITAS. The reconunemation is to maintain the Program at the actual level of 130,000 beneficiaries,
beCause of the priority nature of the program.

7. Hission Management Arrangements

The PL 480 Title I program is jointly managed l7j the office of the Agricultural Attache, (AGATT), l7j the
EoorxJmic/canmercial Secticn (ElXN/CCM1) of the Embassy am the USAID Missim in El Salvador. The local
agricultural specialist has the responsibility of day-to-day nonitoring, reviewing GOES' official requests and
transmittin;J them to AlD/W.
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USAID has the responsibility of developing the self-help measures with the GOES and reporting to IUD/W, as well
as programmiog am monitoring the local currencies generated. All correspondence regarding Title I, except
routine, cperational cables, are cleared trj the three above-mentioned agencies.

The local agricultural specialist, in consultation with the AGATT office am USAlD, assists the GOES in the
preparation of the annual Title I Program request. The agricultural specialist and USAID work with the ~nistry

of AgriCUlture analyzing the cx:xnrodity supply am denam situati<XI am in determining too proposed ClCIllIOCldity
mix. USAID takes the lead in analyzing the economic and disincentive aspects of the annual program, hhile the
agricultural specialist is reponsible of making sure that adequate storage facilities exist.

The three agencies share the responsibility for oomucting negotiations <XI the PL 480 Title I Agreement with the
GOES. The agricultural specialist, with support fran USAID and EXXlN/C01:1 prepares all documentation related to
the Agreement.

In regards to the PL 480 Ti tle II, Congress has assigned full resp:msibi li ty to USAID and the Food for Peace
Office is in charge of all related natters to programming, reporting and monitoring.

With respect to the Section 416 Program including the Sugar Quote Reduction, USAID acts as USDI\.'s agent in the
i~lementationof this program, and is responsible for identifying elegible organizations that participate in the
program, and for developing and negotiating specific Agreements. 'nle AGATT provides assistance to determine the
cx:xnrodity mix. USAID has the resp<XISibility of programming and reportiog the utilizatial of aIrf local currency
generated trj the section 416 Program.
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C. 3. SI'RENGI'HI'l'I FINANCIAL Ml\Nl\GrnENT

El Salvador is a high risk environment for A.I.D. l:ecause of the war and of the traditional administrative
control weaknesses in governmental organizations. This situatioo is further exace:::-bated by the high levels of
program ftDlding in roth dollars and local currency. The Hission' s current rortfolio is implemented- wi th the
assistance of more than 140 separate implementing entities. The Mission empl1asizes and will continue to
emphasize improving the internal controls and administrative procedures of implementing entities.

On the dollar side, the Mission has initiated greater use of local U.S. CPA affiliated firms, with the assistance
cif the rrmfederal audit program of the Regional Inspector General in Tegucigalpa. Initially, the Missioo has
planned seven nonfederal audits and will COI!plete them by the end of this fiscal year. In subsequent years we
expect to audit in one form or another every project. ~le currently emphasize indigenous private voluntary
organizations, in compliance with the Financial t-1anager's Integrity Act.

For I1l3ximum l:enefit, both the Mission and ruG/NT have agreed to utili?e local CPA firms Where cost effective.
Basically, we are recoromending more concurrent au.Uting. It is our objective to have these noofederal audits
performed in accordance with generally accepted auditing standards as promulgated by the U.S. Canptroller
General. This awroach will require increased quality on the part of the contracted local U.S. CPA affiliates.

'nle MissiO!1 will award audit contracts only to those firms that have improVed their standards. With the
assistance of the ruG, we have just completed a prequalification survey of each Salvadoran affiliate of U.S. CPA
firms; only three of the eight firms closely approximate the quality required. We will strive for greater
competition and will, if necessary, compete contracts with affiliates in neighboring countries that meet the
standards. Mission I1l3l18gement, realizing the seriousness of the issue, augmented the Controller's office with
tlNO U.S. financial analysts during FY 1988.

The iccal currency program in El Salvador has oorgeooed during this decade. From a modest beginning of $2.9
million in PL 480 Title I in 1980, the program tq>ped $200 in IT 1987. This growth has brought a quantum
increase in complexity. Economic SUpport FUnds, PL 480 and Section 416 provide counterpart for A.I.D. and other
donor projects, fund other activities of interest to the GOES and the USG, and provides budget sUWQrt. In
addition, GOES local currency finances credit lines for the Salvadoran private sector through the national
banking system. Currently, nore than 130 discrete activities receive local currency.

As the program has grcr.m in size and complexity, the GOES, in oollaboration with the Mission, has carried CAlt a
continuing program to reduce the possibility of mismanagement and misaWrcpriation of local currencies to the
absolute minillll.llll. A critical first step in this program was the creation in 1983 of the Secretariat for the
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Programming of Extraordinary Resources (SEl'EFE) within the Ministry of Planning. The creation of SE:1'EFE grew oot
of the joint reo:qnitioo by the GOES and A.J.D. that the Ministry of Finance did not have the ability to expedite
the investment of the large quantity of funds that had become available, nor cx:>uld it develop such ability within
a reasonable time. Acoordingly, the GOES established SETEFE and assigned it the task of progl:"aJ!IlI\ing and
monitoring the entire A.I.D. assistance package for the salvadoran public sector.

SETEFE's charter includes the responsibility to carry out external audits of the discrete activities financed by
local currency. The Mission, in cooperation with RIG, has provided the GOES with a three-part program to improve
accountability over the local currency program. First, SETEFE has adopted the government auditing standards
published by the U.S. Comptroller General and has agreed to employ only prequalified, US-affiliated CPA firms.
Second, SETEFE has adopted a COIIPrehensive system to JOOnitor the audit functioo am to implement audit
recommendations in a timely fashion. A recent review of a sample of 35 SEl'EIiE audits show that SE:l'EFE had
implemented alJOOst 70% of the re<XJilll1lendations.

Third, A.J.D. will o:mtinue to provide tec1mical assistance and training to the Court of Accounts, I'ohich is the
GOES supreme auditing entity for both the ordinary and extraordinary budget to the Ministry of Finance, am to
SETEFE. A.J.D. is programming $1.5 million and the GOES is programming the local currency equivalent of U6$1.14
million for this effort.

The purpose of this tec1mical assistance and training is to modernize the Court of Accounts and make it JOOre
efficient. Of 12,000 Court of Accounts employees, nearly 700 have received .some form of A.J.D. financed
training. we intem to augment this assistance to include personnel from the Ministry of Finance. we will
coordinate this effort with both the UC Regional Financial Management project and use additiooal assistance
provided by RX:l\P.
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CA. l.OC.i\I, CURRENCY

Bal~nce of pt.yments support has become the most important element of A.I.D.'s program in confronting El
Salvildor's macroeconomic problems. In FY-1908, for example, ESF am foexi aid wi'll save El Salvildor ~223.4

million (the ilmnesty issue keeps in doubt the receipt of $18.5 million of this) in foreign exchange: ESF, $173.5
am foexi aid, ~9.9 million. Besides the $7.0 million that A.I.D. will receive for its OE trust funcl, the ESF
and foexi aid will proVide $197.9 million equivalent in local currency to support ten mission dbjectives (in
millions US$): agricultural production, $16.1; private sector, $43.64; stabilize financial structures, ~2.66;

promote exports, $40.62: infrastructure,$37.93; family planning, $.2: health, $9.13; education, $4.46:
strengthen democracy, $2.04: am $1.12 to assist displaced persons. Of the local currency devoted to the private
sector and exports, $68.0 million go into credit lines.

'Local currency will provide $25.0, $13.5, ~6.4 am $2.66 million in counterpart respectively to A.I.D., lOB,
!BRD, and French.sponsored projects and will contrioote $62.35 million to priority development activities of the
GOES. It will also contrioote $20.0 million to El Salvador's national budget. If receiVed, the Missien am the
GOES plan to use for private sector activities the $18.5 million dependent en the amnesty issue. '!he local
currency sectien of each Objective identifies the specific activities receiVing local currency financing.

All local currency received under each agreement goes into a separate account at the Central Bank (OCR).
Undisbursed balances of funds assigned to inplementing agencies also remain in the OCR, in project specific
accounts. '!he Mission has been setting up and monitoring special accounts for a number of years. Both Mission
and GOES personnel have become accustaned to I«>rking with the accounting arrangements needed to meet statutory
requirements.

This year the Mission has begun to refine the local currency programming process and to reduce the number of
r.anagement rnits. As indicated above, lo1issien and GOES priorities have moved most local currency into private
sector credit lines or develcpment projects. In the recently conpleted joint programming exercise for FY-l988,
the, Missien and the Ministry of Planning (MIPU\N) used these priorities: (1) counterpart for A.LD. projects, (2)
counterpart for other donor projects, (3) private sector assistance, (4) GOES development projects. Programming
en a project basis increases control of frnds am helps A.LD. to insure funding for priority development
projects.

The Implementln;r agencies receive local currency ooly in accordance with an action plan approved by MIPU\N and
A.I.D. A.I.D. fulfills its monitoring responsibilities by analyzing and approving actien plans, by requiring
progress reports on activities carried oot under action plans, and by requiring MIPU\N to corrluct periodic audits
and em use checks of resources. With respect to local currency attributed to the national bldget, A.LD. and
the Ministry of Finance agree 00 line items to receive funding. '!he Ministry of Finance provides A.LD. periodic
reports en expenditures. For funds used by the Missioo under its trust fund arrangement, it reports uses of
funds to the GOES as re<J.1ested by the GeES.
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A. USES

u:x:AL OJRRENCY urILIZATICN
($000)
SOURCES

PL 480 I PL 480 II PL 480 III SB:. 416

IN 87

'IDI'AL
----------------------------------------------------------------------------------------------------------
lKl IJJOOE:l' GENERAL 0 0 0 0 0 0

m BUOOEI' ATrJUWl'ID 38,000 0 0 0 0 38,000

m a:tlI'RIBUI'ICN 'IIJ AID POO1. 1,804 18,490 0 a 0 20,294

m CONI'RIBUTICN 'IIJ aIHER
DJOOR POO1. 7,500 13,171 0 a 0 20,671

fr:i IIAUAGED L/C P(lO.J.
(GO\"I' OR PRIVA7l-:) 108,6<)6 6,339 0 ° 4,100 119,135

iJS,\I D tl'\NACEJ; Lie PPDJ. 0 0 0 ° 0 0

A. LD. r)/.:: 'rRIIS}' rUID 5,000 0 0 0 0 5,000

A.LD. PFDI 1'Hllsr rut'ID 0 0 0 ° ° °
socrrGtl 108 0 I ° 0 ° ° 0

artlER 0 0 0 0 0 0

B. Cf IAIltlEL fUR .I\SSIS1'AOCE *

PIJl1LIf: SOCroR

PRIVATE S8CTOR **

TOTAL

161,noo

7B,noo

83,000

161,000

3f1,OOO

31,ono

7,000

38,000

o

°
°
o

o

°
°
o

4,100

4,100

o

4,100

203,100

113,100

90,000

203,100

* Detdrmined by organiz3ticn primat"ily responsible for lnaIlagir¥.J the lcx::al currency resources arrl delivery
of goods 3Dd services.

** These funds are for private sector credit lines ($67 mill), agrarian reform oompensation fund
($18 mill) but are passed thrOlKjh the Central Reserve Bank (OCR) and A.LD. OE Trust F'lJOO ($5 mill),
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A. USES E.3F

LOCAl, a.mp.filCY VTILIZATIOO
($000)
SCURCES

PL 480 I PL 480 II PL 480 III SOC. 416

IT 8B

ffi'!IER
._--------------

-------------_.

H3 IJJOOET GENERAL 0

H3 BlJIXJET ATrRIBlJI'ID 20,000

H3 rorrRI oorIctJ 'IU AID PR:l1. 2, 040

II> CXlNI'RI IllJTIctJ 'IU ornER
IaJOR PIro. 8,260

II> M/\N/\GEJ) L!C PIro.
(OOVI' OR PRIVATE) 136,200

U51\1O WINI\GED L!e PIro. 0

A. J. D. OE TKlSl' FUND 7,000

A.J.D. PIUJ TRUsr FUND 0

SErl'IctJ 108 0

<7I'IIER 0

173,500

B. OIANNEL FOR ASSISI'ANCE ..

o

o

22,950

11,800

7,250

o

o

o

o

o

42,000

o

o

o

o

o

o

o

o

o

o

o

o

o

o

o

o

o

o

o

o

o

o

o

o

o

2,500

5,400

o

o

o

o

o

7.900

o

o

o

o

o

o

o

o

o

o

o

o

20,000

24,990

22,560

148,850

o

7,000

o

o

o

223,400

PlffiLIC SEJ::TOR

PRIVATE 5EJ::TOR **

94,060

78,640

37,000

• 5,000

o

o

o

o

7,900

o

o

o

139,760

83,640

----------------------------------------------------------------------------------------------------------
TOTAL 173,500 42,000 o o 7,900 o 223,400

.. Determined by organizaticn prinarily responsible for managing the local currency resources am delivery
of goods and services .

.... 'lhese funds are for private sector credit lines ($73 mill) rot passed through the Central Reserve Bank
(OCR), private voluntary organizations ($3.64 mill) rot passed through the Ministry of Planning (SETEFE)
and A.J.D. CF.: Trust Fund ($7 mill).
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IJX:'\L UIRRE:'}~ UfILIZATIOO
($000)
SOURCES woo

---------------------------------------------------------------------
A. llSES ESP PL 480 I PL 480 II PL 480 III SU::. 416 'lUl'AL
----------------------------------------------------------------------------------------------------------
ffi IJJD3E'1' GENEAAI. 0 0 0 0 '0 0 0

if.

HJ DUIXiEf ATfRIIllJl'ED 20,000 0 0 0 0 0 20,000

m ert1I'RIDUTlOO 'lU AID PInJ. 2,000 25,000 0 0 0 0 27,000

HJ CDNrRJllIlfJOO TO arnER
lX1-lOR PJnJ. 20,000 0 0 0 0 0 20,000

IlJ MANAGIID Lie PJnJ.
(GOVI' OR PRIVA:rE) 103,475 5,000 0 0 0 0 108,475

USAJD 1.Jl\l1l\GIID Lie PmJ. 0 0 0 0 0 0 0

A. J.D. GE TRUST FUND 7,000 0 0 0 0 0 7,000

A. 1. D. PJnJ TRUST FUND 0 0 0 0 0 0 0
I

SEL'I'IOO 108 0 5,000 0 0 0 0 5,000

CIDIER 0 0 0 0 0 0 0
-------------------------------------------------------------------- ----------------------------
'lUl'AL 152,475 35,000 0 0 0 0 187,475

B. QIANNEL FOR ASSISTAOCE *

PUBLIe SEX:'I'OR

PRIVATE SI:l::'roR **

T01'AL

65,475

87,000

152,475

25,000

10,000

35,000

o

o

o

o

o

o

o

o

o

o

o

o

90,475

97,000

187,475

* Determined by organizaticn primarily responsible for managing the local currency resources am delivery
of goods and services.

** These funds are for private sector credit lines ($81 mill) but passed through the Central Reserve Bank
(OCR), private voluntary organizations ($4 mill) but passed through the Ministry of Planning (SErEFE),
A.1.D. OE Trust Fund ($7 mill) and Section 108 ($5 mill).
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IJX:JIL OJRRElL'Y UrILI Zl\T ICN
($000)
SOURCES IT 90

A. USES fSF PI.. 480 I PL 4130 II PL 4130 III SOC. 416 ornER TClrl\L

-------------------------------------------------------------------------------r---------------------------
HG IJUOOIIT GENERJ\L 0 0 0 0 0 0 0

ffi IJUOOIIT ATfRlBUTED 20,000 0 0 0 0 0 20,000

H3 romuEUI'ICN 'ID AIO PRO.1. 2,000 25,000 0 0 0 0 27,000

in CONI'RIlJJTICN 'ID <mIER
ffi'lOR PIlOJ. 20,000 J 0 0 0 0 20,000

m I-WlAGED L/c ProI.
(GOVT OR PRIVATE) 113,000 5,000 0 0 0 0 llB,OOO

USAIO M1\NAGED L/c Pro1. 0 0 0 0 0 0 0

A.1.0. GE TRJsr FUND 7,000 0 0 ~1 0 0 7,000

A.1.0. Pro1 TRlJsr FUND 0 0 0 0 0 0 0

SOCTICN lOB 0 5,000 0 0 0 0 5,000

OIlIER 0 0 0 0 0 0 0
---------------------- --------------------- ---------
TOI'lIL 162,000 35,000 0 0 0 0 197,000

B. CH1\NNEL FUR ASSIsrAN:E *
------------------------------------------------------------------------------------------------------------
PUBI,IC SOCTOR 77 ,000 28,000 0 0 0 0 105,000
--------------------- '""PRIVI\TE SECl'OR ** B5,000 7,000 0 0 0' 0 92,000
-----------------------------------------------------------------------------------------------------------
TOTAL 162,000 35,000 o o o o 197,000

* Determined l:'f organizatim primarily responsible for managirg the local currency resources an:! delivery
of goods and services.

** These funds are for private sector credit lines ($72 mill) Ixlt passed through the Central Reserve Bank
(OCR), private voluntary organizations ($8 mill) but passed through the Ministry of Plannirg (SETEFE) ,
A.I.D. CE Trust FUrxl (t7 IlIiIl) and section lOB (t5 mill).
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C.5. ~n1l'N IN DEVELOPMEN'r

'n1e C'.ovcrnment of El Salvador is aware that econani.c p:>tential is sacrificed by limiting \<01\en' s roles as agents
am beneficiaries of the development process. In the public sector, \'oOI1len occupy p:>sition..q as vice-ministers in
the national government. as representatives in the National Assembly, as governors of departments, and as mayors
of cities. The secretariat for External Foreign Assistance is itself comprised largely of ~~en in key
administrative positions managing the government agencies that implement A.LD. and other donor programs. Wallen
are also active in the private sector. For example, a high proportion of small am medium sized exp:>rt firms ijre
CMl1ed and qoerated by hOmen, and hOmen are the majority CMl1ers and cperators of food markets and producers of
landicrafts.

At the same time, AID understands the imp:>rtance of ensuring hOmen's participation in its programs, and continues
to seek nore effective ways to incorporate \o,Qmen into the develq>ment process. The Missioo's p:>licy i6 to focus
on hOffien without isolating Blem from the mAinstream of uevel~nent activities, and to design projecls with
attentioo to the ways in which a specific activity can promote wom~~ as full partici~lt. nOd bDn~flelariQ •.
Unfortunately. in conjunction with the dramatic growth in the ~lission's p:>rtfolio over the past fell years. USAID
has been unable to systematically record the impact of its overall p:>rtfolio 00 hOmen (with the exceptico of the
traditional areas of FOpulation, health and nutrition), although this impact is thought to be substantial.

For example, under the materials distribution component of the Earthquake Reconstructioo Project (519-0331), it
is estimated that at least 30% of the 32,000 recipient families have been femal~~eaded; it is estimated that
\o,Qmen are the direct recipients of 60% of all the credit am technical assistance offered under the series of
projects supporting micro and small-business development; and, it is estimated that 50% of the direct
beneficiaries of the Health and Jobs for Displaced Persons Project (519-0281) are females. vlornen. \~ho

predominate as CMl1ers/operators of market vending stalls, have also benefitted fran various A.LD.-supported
projects that have constructed nine temp:>rary markets (the Earthquake Reconstructioo Project: 519-0333) and built
or reconstructed twenty-one markets (National Plan projects).

The ~ssion recognizes the need to quantify more accurately the impact of its projects 00 hOmen. 1b this end.
USAID is exploring methodologies to collect the relevant sex-disaggregated data throughout its project
p:>rtfolio. As such, more accurate am quantified data can and will be presented in next year's Action Plan.

At this time, ho\~ver, the most accurate data that can be presented (outside of the traditional.areas of
p:>pulation, health and nutrition where females predominate as direct beneficiaries) is in the important area of
training and education. Specifically. the CAPS program will make available approximately $35 mi~lion in
scholarships to 2,480 Salvadoran (645 long-term and 1,835 short-term) fran F'i 85 through F'i 90•... Frau the
beginning of the program. the ~ssion has actively recruited I..ollIen as participants, and oor performance has
improVed steadily in this regard since the initiatial of CAPS. Overall female participatialhas been as follows:
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FY 85
FY86
FY 81
Average

28%
35%
38%
34%

Women participating in the short-term training has been 30% (192 of 632 trainees). whereas the percentage in
long-term has been 43% (103 of 242 scholars). ~Ioreover, the Missioo is attemptio;)' to increase the overall
percentage of ferrale participants during the last two years of CAPS in order to reach the 40% target for women
over the life of the project.

In addition to the CAPS Program, some 5,500 women (of 1,000 trainees) have benefitted from in-service training
for prirrary school teachers under the Educatioo Syster.lS Reviti'llizatioo Project (519-0295). However, women have
not fared well under other Mission-sponsored participant training programs. Over the past three years, 408 men
am 19 >.allen have participated in u.s. am third country, project-related trainio;)' programs. The reasoo for the
relatively low number: of ferrale par:ticipants has been that the programs have been prirrar:ily in the area of
agriculture am the participants have been drawn frau the Ministry of Agriculture (with predominantly male
employees) and the agricultural <XJOPeratives (where female membership is a'lly about 10%) •

•
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PARI' III: MANl\GEMENl'
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PARI' III

1. Introduction

The Jlction Plan, reqUlnng programming of $306 million in economic system to El salvador during F'i 198B and a
similar amount for F'i 1989, clearly calls for a substantial Mission presence. Adherence to the management
strategy described below will permit us to implement the program effectively and efficiently provided that
there is a significant increase in dollar Operating Expense (OE) budget that will be complemented t¥ the
local currency given as a trust to the Mission by the GOES. 'llle rationale for the increase in dollar OE
levels will be discussed below. The management strategy for illt'lernenting the Action Plan consists of a
series interrela~ed initiatives to enhance operational efficiencies. To wit, in carrying out our 1989-1990
Action Plan we will:

Begin a prbcess of consolidating our portfolio t¥ phasing out approximately 25 dollar and local currency
funded activities, while reducing the mmiber of major new Development Assistance (D.A.) new starts.

Concentrate staff effort rn project implementation by tying Employee Evaluation Report performance to
achievement of Action Plan objectives.

Cbnsolidate the majority of our infrastructure activities by combining the existing Mission Earthquake
Reconstruction and Infrastructure Rural Development offices into one unit, Infrastructure Development,
under the direction of a U.S. direct-hire.

Further initiatives, already begun, to improve the efficiency of Mission operations. The next step will
be a Mission management retreat to be held in the Spring of 1988, in which ~lission operations will be
discussed. 'llle retreat will review the entire progral1U'ling - implementation process to identify
bottlenecks and recanmem actions that would enhance operational efficiency.

Further our oornmi tment to staff development through training opportuni ties in project implementation,
various specific technical fields, am management.

2. Portfolio Consolidation

To consolidate the portfolio and reduce the m.miber of management units, USI\lD is putting into place a
three-track tactical plan. First, we are reducing the number of major do1lar-finariced new starts over the
next three years. In F'i 1987, the Mission authorized seven new D1'. and ESF-funded activities. In F'i 1988, we
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will have only two major new initiatives, Industrial Parks and Infrastructure (519-0323) and Technical
Support and Training (519-0349). The Agricultural Technology Transfer project, initially conceived as a new
start, will 00 an amendment to an existing project. In Fy 1989, the number of major new activities I~ill 00
limi ted to three: Privatization (519-0350), Conunercial Farmin;J (519-0351), ark.l a follow-:-cn to the existing
private sector family planning project. The infrastructure needs, to 00 addressed by the Public Services
Reconstruction project (519-0320), previously planned as a new start in IT 1989, will 00 met by an amendment
to the on-going Public Services Restoration effert (519-0279). Fbr IT 1990, project design will 00 limited,
to a Private Sector Health Initiative, a n~~ start in Education-Interactive Radio Education (519-0359) and 'a
follow-on Small Business project. 'lhese new initiatives will be complemented by amendments to the private
sector efforts: Trainin;J for Productivity (FEPADE) (519-0315), Industrial Stabilization and Recovery
(519-0287) and lIgribusiness Developnent (519-0327). Second, the l-lission, OOgiooing in 1988, is reducin;J the
number of local currency management units. By bringing to an eni activities (e.g., ORE Administratioo, Civil
Aeronautic Authority, Geotech Research) that no longer require funiing and judiciously selecting What to fund
for the future, we will diminish local currency line items fran 90 to approximately 70 during C'l 1988.
Further reduction will 00 carried out in 1989 and 1990. Thirdly, the Mission is accelerating project
closeouts. In IT 1988, the Mission will brin;J to conclusion large activities e.g., lIgrarian Reform Credit
(519-0265) and Agrarian Reform Sector Support (519-0265) associated with the agrarian reform. As the Mission
is completing its assistance to land reform, there will 00 no follow-on efforts to these projects. The
Reform and Policy project (519-0260) will be brought to a close during the Action Plan period. Several
activities associated with the Small Business subsector are also being terminated. Small Producer
Development (522-0229) is being closed out; Ule unexpended grant balance ($2.5 million) and is OOing
reobligated under another project while loan balance ($1.5) is OOing returned to the U.S. Treasury. The
Small Enterprise Development Project (522-0322) will also 00 phased ntt during 1988. Project support for the
ministries of educaticn and health will terminate late IT 1989 and early in IT 1990. The on-goin;J activities
in these sectors (e.g. Education Revitalization (519-0295), Health Systems Revitalization (519-0291) and
Public Sector PopUlation (519-0210) will 00 closed out when their current PACD's have expired in IT 1990.
Future Mission participation in U,ese sectors will 00 channeled, in the main, through private entities.
Similarly, the Missicn will phase down involvement in P.L. 400 Title II programs. Existing activity with
CESAD and DlDEm will be brought to a close by the end of C'l 1988. Thereafter, these will remain cnly a
reduced and declinin;J level of food programming throtgh CRS--cARlTAS. In addition, we will phase out some,
relatively small, dollar funded activities (e.g., Knights of Malta OPG (522-0342) O~ Emergency Housing
(522-0330) when their respective PACD's ani ve over the course of the next year.

In oombination, these actions will permit the increased concentration of scarce human and financial resources
00 areas that are central to the achievement of Missioo objectives. M:Jreover, it will permit the personnel
within the existing staffing level, to carry out their responsibilities without the same extreme degree of
overtime that has characterized the Missioo's workload in the past.

- 162 -

f f f , • • • f , f f



B. srAFFING

Since lat.e IT 1987, several adjustments in the configuration of Hission staffing have been carried out. '1lle
creatioo of an Ass=iat.e Director for PrCYjram and Project <1evelCJFment position, has reduce<l the burden en the
other 11.ission Front Office personnel, and facilitated the process of strategy formulation and project
design. The responsibilities of the Special Assistant to the Director (E.~rthquake Reconstruction) have been
meldM with the existing office for Infrastructure and Regional Development. w'hen fully staffed, the
resultant new office, Infrastructure, Regional Development. am E'\rthquake Reconstruction (IRD/ER) wi 11 be
headed by a USa-! Supervisory General DevelOf'!"ent Officer. The Office ~,il1 mnsist of tw:> major divisions:
(1) Infrastructure and Regional Development, and (2) Earthquake and ReconStruction each headed by a USPSC,
It will be responsible for implementation of infrastruct.ure restoration/rehabilitation, potable water

". development, displaced persoM, th:! National PIM am earthquake reconstruction. Other staffing adjustments,
within the ceiling of 39 USa!, included the creation of deputy director positions in the offices of
Democratic Initiatives, Private Enterprise, Education and Training and Rural Development
(Agribusiness-Private Enterprise). Tb enhance Mission Controller capabibilities USAID will add, in IT 1988,
one mid-career !DI Financial Manager: a positien made available by eliminating the Foo1 for Peace slot and
thereby making no net increase in the direct hire positions. In IT 1987 we used one of our 39 USOO positions
to recruit a direct hire with primary responsibility for coordinating both the federal audit and the
nonfederal financial review processes. It is our jUdgment that, given the size and romplexity of the
portfolio, this a prudent use of scarce USOO positions and that it will serve to reduce Mission VUlnerability
and will simultaneously enhance our ability to effectively comply with our financial control obligations.

While USAID/El Salvador managed to stay within the 39 usal allocation, it was necessary to sharply increase
USPSC, 'ICN/PSC. and FSN/PSC personnel to adequately respond to prC>::jram requirements in Housing and Urban
Development. Earthquake Re=very and Reconstruction. Displaced Persons. the National Plan (<::c:NARA) am to
provide greater focus en health. nutrition. PL 480 Title II, and population programs. In IT 87. we added
mid-career 101 officers in EXO. CONI'. and ROO. with 00 increase in USOO ceilings. In addition. we will
acquire one GSO tanlem officer part-time in EXO in IT 88. The Tbtal Mission staff (US. FSN. 'I1:N. PSCS),
increased fran 179 at the eOO of IT 1986 to 239 in 1987. By the end of IT 88, the level will stand at 263.
and is expected to decline to 254 in IT 89 and to 244 in IT 90.

For USAID to implement its program and meet its Acticn Plan target in a timely fashien there must be
improvements in the persormel assignment process. We cannot cperate the Missicn efficiently. and we cannot
reduce the long standiIY;! mrJc overload en tm staff with the long gaps experienced in filling vacancies.
While candidates have row been identified for the Program Officer and Deputy Program' Officer posi tions. the
slots are still vacant and they are not likely to be filled until the sununer of 1988. The Program Officer
job has been vacant since september 1986 and the Deputy Program Officer position has been unoccupied since
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July 1987. 'lhe Deputy Private sector Officer position was created in the sUll111er of 1987 - the position is
still vacant and will remain so until at least the sl.UlUller of 1908. The f.1issicn will experience significant
staff turnovers in 1989 and 1990, as a part of the normal rotation process. Measures must be taken ro.I to
identify and prepare qualified replacements for arrival on a timely basis.

Finally, deficient Spanish capability of key officers, especially those serving for the first time in a Latin
country, continues to be a problem ~Ihich must be resolved. Spanish language trainilYJ in Antigual, Guatemala,
limited to 12 weeks, has proven to be inadequake for officers requiring S-3, R-3 proficiency. 'lhe Hission
has had to take measures (e.g., returnilYJ enployees to Antigua for four to eight weeks of additional
training) to bring these employees up to the language level required by their position. 'lhis has represented
an extra financial burden to USAID not to mention the "cb.m time" to the t1ission while the enployecs were
absent receiving the follow-up training. A.I.D./W must intensify its efforts to address the recruitment 
training problem. We sinply cannot operate efficiently unless we have replacements, with requisite lar.guage
skills, on a timely basis.
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Py 1967

J

RES MI\NE'a<IER <XNl'Rl\Cl'
mrH HIRE USPSC FNPSC PROF CLER Die Tal'AI.

OFFICE

IRD/ER 0 0 5 10 15

DPPO 0 0 1 0 1

ROO 0 0 1 2 3

HPN 0 0 2 0 2

om 0 0 1 0 1

OEI' 0 0 0 5 5

TCIl'AI. 0 0 10 17 27
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OPERATING EXPENSE
IXlLtAR liND TRllSI' FUND FY 1988

SI'AFFltlJ LEVEL

MJ\NPCl'IER CCNI'AAcr
usm mm lOI Res. H USPSC ThlPSC PROF. CLER. ole 'lWAL

* .... --OFFICE

DIR 5 2 0 0 0 1 8
PRJ 4 2 0 0 2 7 15
DPPO 3 3 0 0 0 4 10
EIXN 1 2 0 0 0 5 8
EXO 3 7 0 2 2 56 41 Hl"**
(X)Nl' 4 8 0 0 3 24 39
IRD/ER 1 6 0 0 1 6 14
PRE 2 2 0 0 0 7 H
ROO 5 4 0 0 0 8 17
HPN 3 2 0 0 0 7 12
ODI 3 1 0 0 0 2 6
0E1' 2 3 0 0 0 3 8
HlJD 1 1 0 0 0 2 4

'lWlIL 37 43 0 2 8 132 41 263
- 41***
-m

• PD&S
STAFFlm lEVEL

RES m.'PCMER (X)Nl'.

mm HIRE USPOC FlIPSC PR)F CLER TOl'lIL
OFFICE -- -- --
HUll 0 0 1 2 3

TOl'lIL 0 0 1 2 3

* lOIs are already assigned to USIJJ ceilings in EKO. a::N1' and RDO
** Includes 5 TeN's (1 EIXN. 2 HUll. 1 ROO, 1 DPPO)
*** Inclu1es 41 IIBl'lpCMer contract
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IT 1988

• ,

RES ~ a::Nl'Rl\C'l'
moo HIRE USPSC mPSC PROF CLER ole 'rol'AL

OFFICE

IRD/ER 0 0 9 16 25

OPPO 0 0 1 0 1

ROO 0 0 0 2 2

HPN 0 0 3 0 3

001 0 0 1 1 2

DEI' 0 0 1 4 5

'rol'AL 0 0 15 23 38
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PIOiRAM Pm:rrPI'
STAFFIN3 !£VEL

, ,

F'f 1989

, , ,

RES MI'..~ CXNl'RAC1'
FNm HIRE USPSC mPSC PROF cr.ER o/e '1Ol'AL

OFFICE

IRD/ER 0 0 7 17 24

DPPO 0 0 1 0 1

ROO 0 0 1 2 3

HPN 0 0 2 0 2

om 0 0 1 1 2

OEI' 0 0 1 4 5

'1Ol'AL 0 0 13- 24 37
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OPERATWG fY.PE:-1SE
OOUAR h'ID TRUsr FUND FY 1990

srAFFING LEVEL

MIINroIER CCNl'.
USOO FNJ:'H !DI Res. H USPSC FNPSC PROF. CLER. D/e 'lUI'JIL

* ** -- --OFFICE

DlR 5 2 0 0 0 1 B
PRJ 4 2 0 0 1 7 14
DPPO 3 3 0 0 0 4 10
ffX'N 1 2 0 0 0 5 8
EXb 3 7 0 2 3 46 25 86
mvr 4 8 0 0 3 24 39
IRD/ER 2 6 0 0 0 6 14
PRE 3 2 0 0 0 7 12
ROO 5 4 0 0 0 7 16
HPN 2 2 0 0 0 6 10
001 2 1 0 0 0 2 5
0El' 2 3 0 0 0 "3 8
HUD 1 1 0 0 0 2 4

'lUI'JIL 37 43 0 2 7 120 25 234
- 25***
21i9

PD&S
srAFFING lEVEL

RES M1'INPGIER CCNl'.
FNOO HIRE USPSC FNPSC ProF CLER 'lUI'JIL

OFFICE

HUD 0 0 0 0 0

'lUI'JIL 0 0 0 0 0,

* IDIs are already assigned to USlH ceiliD;}s in EXO. cwr am ROO
** Includes 2 'l\:N's (l DPPO. 1 El:XE)
*** Includes 25 manpower amtract
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POOGIWIP~
S'mFFING LEVEL

, ,

FY 1990

RES Ml\NFGIER <XNI'Rl\Cl'
FNIH ffiRE USPSC mPSC ProF CLER Die TOl'AL

m"'FICE --

IRD/ER 0 0 7 17 24

DPPO 0 0 1 0 1

ROO 0 0 1 1 2

HPN 0 0 2 0 2

oor 0 0 0 1 1

OEl' 0 0 1 4 5

TClI'AL 0 0 12 23 35
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C. OPERATIUJ EXPENSES

The October 1986 earthquake displaced the A.LD. Mission into numeroos temporary offices. In October 1987,
the Mission purchasoo a new office ooilding with DE am Fro foods. IG/SOC has providoo additional ftmds to
complete the security enhancement. The ttission will complete the required remodeling and renovations with
its current very limited Dollars and Trust FunOs. By July of 1988, the USAlD expects to occupy its new
office ooilding.

i
I
I,

-.
The Hission has been able to achieve the above aCCOII"plishment l:rj eliminating all procurement of nonexpemable
prCJPP.rty, roth residential am office, as well as, delaying IRl-!' s strongly recommendoo necessary COII"puter
equipment and upgrades. Where possible -the Mission was able to acquire used assets from the Panama Mission.
Considering that muCh of the office equipment and furniture ooderwent the earthquake and numerou.~ moves, the
purchase of nonexpendable property will be a high priority in F'l 1989 and F'l 1990

In order to meet our minimual requirements for F'l 1989, the Mission will require a substantial increase in
oor dollar allocation, from $2.6 million in FY 88 to $8.1 million in FY 89. The USAID early in this fiscal
year negotiated a $7 million equivalent to the trust food, $2 million of which will be carried forward into
FY 89. However, because presidential elections are scheduled for March 1989, the Mission does not anticipate
negotiating am signing an ESP Agreement with the GOFS until sometime in the third or fourth quarter of FY
89, Thus, we can not reasonably expect to augment oor Trust Fund lIccount until the fourth quarter. These
funds once received have been bJdgetoo as for use during Fiscal Year 1990. It is our current best estimate
that the new GOFS administration will provide a minilllUl1l of $7 millioo equivalent in local currente. However,
tr.e Missioo can not cperate in arrj effective manner for Fiscal Year 1989 without the significant increase of
DE dollars.
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D. EIJl\lllA'l'ICN PU\N

Date Last FY89 FY90
Project No. and Title Evaluation Start To AID/W Start, To AIO/W Reasons/Issues

Completed (OI'R) (QrR) (QrR) (QrR)
----------------- ---------------
519-0263 Agrarian Reform Credit 4/11/86 1 2 End of Project

519-0275 Improved Family P1annirg servo 10/15/86 1 2 Distribution Assessment

519-0275 Improved Family Planning 10/15/86 3 4 End of Project

519-0279 Public services Restoration 4 1 End of Project

519-0287 Indust. Stab1.& Recovery 3 4 GOES/tUCE Component

519-0295 Education Sysyems Revit. 7/ /87 4 1 Erd of Project

519-0302 InU Ex. servo Corp (USC) 2 3 End of project

519-0307 Agrarian Reform Financirg 4 4 Mid-term Evaluation

519-0308 Health Systems SUpport 2 3 Mid-term Evaluation

519-0311 Youth Entrepreneura1 Dev. 1 2 End of Project

519-0312 Technoserve 8/ /85 1 2 Project Completion Rpt.

519-0315 Trainirg for Productivity 4 1 Mid-term Evaluation
and Competitiveness

519-0322 Ema11 Enterprise Dev. 1 3 End of Project

519-0327 Agribusiness Development 3 4 Mid-term Evaluation

519-0329 C1\IMI\. 3 4 Project Completion Rpt.

519-0336 Private Sector Initiatives 3 4 Mid-term Evaluation

519-0344 Salesian Society 1 1 End of Project
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EVAllJATlOO" REPORt'
PLANNED I\Cl'UAL upmTE Reasons/Issues

FY 87 FY 87 FY88
Project No. and Title Start To AIO/W Start To AIO/W Start To AIO/I·l

(orR) (orR) (orR) (orR) (orR) (orR)
----------------------------------- ---------------------------------
519-0281 Oi sp1aced W::Jmen' s Enterpri se 2 3 2 3 Evaluate Success of

FUnd Business

519-0287 Ind. stabilizatiCl'l & Recovery 2 3 3 3 Focus en PRIDEX Y
519-0291 Health Systems Revitalization '2 4 3 1 End of Project

519-0210 salvadoran Demographic ABse. 3 3 3 4 Evaluate Institutnl
Constraints

519-0295 Education Systems Revita1izat. 2 3 3 3 Evl. Inst. Constraint

519-0316 ABsc. Strengthening 2 3 3 3 Focus on roRl'J\S 3/
519-0296 Judicial Reform 3 3 1 3 Formative Evaluation

519-0303 Water l-Ianagement 3 3 1 3 Formative Evaluation

519-0300 Community Based Integ. 3 4 3 2 Mid-term Evaluation
Rural nevelcpment

519~0287 RlSI\DfS Coltprehensive 3 3 Institutional
Evaluation

519-0265 Agrarian Reform SUpport 4 1 (89) End of Project

519-0281 Health Jobs OPs 3 4 Strategy ABsessmnt

519-0337 CAPS 3 4 Mid-term Evaluation

J 519-0307 Agrarian Reform Financing 4 4 Mid-term Evaluation"

1/ Following AID/W's sU9gestion, a comprehensive evaluation of FUSADES, including PRIDEX will be carried oot.
y '!be~ evaluation is part of the comprehensive evaluation of RlSAIID3.
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E. <XX.lNrRY TRAININJ PLAN UPOi\TE - IT 1989

A. Rastatement of Missioo Training Objectives

1. For Participant Trainin;J in General

An integral OOIlp)Jlent of all USAID bilateral projects is the development of human resources to plan,
initiate, manage, and evaluate programs that will contribute to more efficient and cost effective
national develcpment. sane of this human resource develO(Xllent can be accnrnplished through local
technical advisory services and training. A significant anount of this develcpnent, hc.wever, Imlst be
achieved through training in the United States and other third countries where advanced technology and
processes are available.

The dbjective of the Participant Training Program is to provide Salvadorans with opportunities to improve
their technical skills and knowledge which will contribute to the economic development of El Salvador.

2. For Relevant Peace SCholarship Projects

The USAID/El Salvador CAPS Project has two parallel d:>jectives which are cnrnplementary and mutually
reinforcing:

a) To provide training in the United States to socially and economically disadvantaged Salvadorans,
especially leaders or those with leadership potential in order that they assume roles useful for the
economic, social, and political development of El Salvador; and

b) To widen the perspective of socially am e=mmically disadvantaged Salvadorans ~ exposin;J them to
U.S. democratic processes, institutions, and traditions in order to provide them an alternative to
Marxist-Leninist political ideologies, thereby facilitating the development of an open, free, and
participatory democratic process and society in El Salvador.

B. Summary of Training Program under Relevant Peace SCholarship projects

1) The majority of long-term SCholars are disadvantaged students ~ho have begun three-year programs (ooe
year of English Language Training and t\..o years of academic studies in technical areas) leading to an
Associate of Awlied SCience Degree in fields =st likely to lead to employment in El Salvador such as:
business adm1nistratioo,·· accounting, coostructicn management, agricultural mechanics, electrooics repair,
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The short-term program has focused SCholar selection on disadvantaged
lMyors) and persons JrOSt likely to influence young people (e.g. teachers

, .

I
I

---_... __ ..

and medical equipment repair.
col1ununity leaders (e.g. rural
and youth leaders).

To date (IT-85 through IT-87), USAIO/EJ salvador P.as sent a total of 942 Scholars (257 long-term and 685
short-term) to the United States lmder the CAPS program. The total planned CAPS Scholars for IT-85
through FY-90 is 2,480 (645 long-term and 1,835 Short-term).

2) During this fiscal year, the Congress earmarked substantial funding for additional training programs
unanticipated by the LAC Bureau. Accordingly, the EF.R account was utilized to meet these Congressionally
mandated training programs. USAID/El salvador had to shift funding accounts to finance the FY-88 El
salvador CAPS program from the EHR l\ccoImt to the JI.RIN and ESF JIccounts. we also had to redesign the
CAPS Program to fit the new ftmdi~ categories.

The follCMing is El salvador's revised FY-88 CAPS Program.

Fiscal Year 1988 and 1989 Scholarship Programs

we believe that the objectives of the CAPS Project cannot be fully realized unless Scholars return to E1
Salvador with usable and marketable skills which help deve1cp a solid foundation upcn which to build future
careers and personal lives. We also believe that acquisition of new knCM1edge, understandings, and skills
are consistent with the first CAPS Project objective, and that "Experience America" and "FollCM-On" are
consistent with the second CAPS Project objective.

USAID/E1 salvador is an innovator, oonstantly looking for ways to make its &Iucation and Training projects
and Programs ITOre efficient, relevant, and cost effective. For Fiscal Years 88 and 89, we have developed a
new program consistent with the Mission's overall strategy and which focuses on rural student leaders, the
"future generation of cpinion and decision makers within the agricultural and rural development sectors.
AcCordingly, we have redesigned and reoriented tha training programs for the two remaining years of the
USAID/El Salvador CAPS Project.

The FY-88 CAPS Project is designed to meet the skills demand of the agriculture and rural deve1qJment sectors
for training not available in El salvador. All of our long-term Scholars will CXJIlle frau rural areas of E1
salvador (outside of the San salvador metropolitan area) and a minimum of 75% of cur short-term Scho1arll will
come fran rural areas of El Salvador. we will also attempt to raise significantly the proportional
representatim of \oOlIl!!I1 in CAPS for the remaining two years of the CAPS Project.
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FV-09 is the final year presently authorized funding for obligation purp:lses. Accordingly, only one-year and
shorter trainin;J will be offered due to the proximity of the 5-year C1\PS Project Assistance CClnpletion Date
(PACD) 0 It is anticipated that we will oontinue substantially similar categories of training to our IT-88
program in IT-89o \'ie also anticipate 200 one-year oerti ficate-bearin;J programs am 600 short-term
scholarships for IT-8go

In SlDlDllClry, the FV 1988 CAPS program is CDDp?Sed of the follQling OOJIflC¥lellts and person mnths structure:

,

Long-Term Trainin;J

50 degree programs at the Associate of Afplied Science level of 28 months duration each

a) ED]lish Language Trainin;J in El. salvador, durati0'l4 ronths (includes one-week
pre departure orientation)

b) Technical Trainin;J in the United States, duratioo-24 JOClllths

SUb-Total

134 Certificate Programs

a) One-week pre-departure orientation in-a::lUl'ltry

b) Technical trainin;J in tlle United States, duration-12 ronths

Sub-Total
Total of Long-Term Trainin;J

Short-Term Training

300 youth student leaders "Experienece America" trainin;J for 5-weeks each
(includes one-week in-country pre-departure orientation)

Sub-Total

Total 1on;J and Short-Term Trainin;J
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200
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1,400

34

1,608
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C. Groups to be Targeted in FY-1989 in Relevant Peace Scholarship Projects ani types of Training to be Given

1. 200 certificate Bearing SCholarships consisting of specialized post-secondary level training in
non-traditional agricultural exports of 12 months duration in the United States with concurrent English
language training and an appropriate "Experience I\merica" component.

2. 600 leaders-students and other leaders. Student leaders will be valedictorians with the highest overall
grade point average from both public and private high-schools and will participate in as-week
"Experience I\merica" program. The U.S. traini"" will cover tcpics such as leadership skills, democracy
and democratic systems, the role of government and the role of the private sector in a democratic
society, the need for voluntary service for local community development, and CCIlIIllunication skills. A

'. meaningful and tailored "Experience America" oomponent will be included in this program.

D. Progress 'Ib D3te 00 Relevant Peace SCholarship Projects

1. 40% Target for W:tnen

'I'he USAIO/El Salvador ClIPS program has consistently iJl¥>roved it's participation of women every year since
the project was initiated in FY-85. our performance by year is as follows:

FY-85
FY-86
FY-87
Average

28\
35%
38%
33%

\'/e intend to increase the overall percentage of w::nnen participating in the CAPS program during the last
tl«> years of CAPS in order to reach the 40\ target for w:men over the life of the project.

2. 10\ Placement in HBCU's

Thus far, the Mission has made a total 12 IIOCU placements (2 in FY-8S, r~.A. degree programs at Florida
Jlgricultural and Technical University and North carolina Jlgricultural and Mechanical University. Also,
10 from the FY-86 Program with a start date in FY-87 are at Xavier University in New orleans). Placement
of 10 SCholars in FY-88 and 15 Scholars in FY-89 has been planned. The Mission has included the 10\ HBCU
placement requirement in our RFP for the FY-88 Program and beyond.

3. long-Term TrainiD,J

'I'he Mission has placed rontinued emphasis at the long-term academic program for ~ung and socially and
ecommically disadvantaged students. we will continue efforts to assure that }'llUn;l wanen are equally
benefited by this academic program.
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In FY-86, the Missicn started to lengthen training which previously had been of one 1WI'lth duraticn or
less. In FY-87 , short-term technical scoolarships were of 5 1/2 weeks, and 8 weeks duration. We will
CXXltinue this trem in upcaning fiscal years.

Long-term vs. total long-term and short-term training ratios to-date have been as follG/:

FY-85 21%
FY-86 22%
FY-87 47%
Average Tb-Date 27%
Planned FY-88 Level 38%
Average FY's-85-88 32%

We believe the Missicn is compling with this CAPS requirement.

4. 70% Target for Disadvantaged

The Mission has steadily imprOVed the participation of disadvantaged SCoolars in the program.
Program targeted 77% disadvantaged SCholars. Our FY-88 and beyond Programs will continue the
the disadvantaged.

Our FY-87
focus 00

•

The Mission has readjusted the FY-88 inoome levels for the recruitment of the new CAPS SClx>lars in order
to ensure that the economic criteria accurately classify the economically disadvantaged.

We remain concerned about the negative and what we believe are counter-productive implications of the
1906 Tax Reform Act on CAPS SCholars. We are especially concerned that the young economically
disadvantaged CAPS SCholars will be liable to pay up to 14 per cent annually of the value of their CAPS
Scholarship in U.S. federal incorre taxes. tie also believe that in some States, economically
disadvantaged CAPS SClx>lars may also be liable to pay State income taxes in addition to Federal income
taxes.

5. Experience America

The 11ission has oonsistently emphasiZed the "Experience America" oomponent and has included comprehensive
and detailed instructions for defining this training oomponent in the FY-87 Program. This priority
requirement and instructions thereto were included in the contract amendments of both of our
oontractors. In the FY-1988 Program RFP. the Missioo has placed an increasing enphasis 00 this
oomponent. We believe "America" tells its story best in smaller rural oommunities where voluntary
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community participation is high. In addition, the CAPS SCholars will have anple experiences and contacts
with American families in the United States. For a detailed description, please refer to our Pla/T and
RFP for the EY-88 and beyond program.

6. Foll""",bn

In addition to implementing the program cutlined above, the Mission plans to carry cut activities in two
inp:>rtant
areas, evaluation and follow-up.

The evaluation in June 1987 I:¥ the lJIJ: Bureau's Contractor, l\gUirre International, addressed areas of
concern to the lJ>C Bllreau. The Hissicn ncM intends to cover other areas, such as quali ty of contractors'
services and implementation of CAPS program requirements in the "Experience America" Canponent I:¥ the
universities and junior colleges where Salvadoran students have been placed. To implement this. the
Mission intends to "buy-in" for these services through the L1IC Bureau Field Technical Support a:mtract.
The Missicn has budgeted a total of $250.000 for follow-en programs during EY-85/EY-'XJ.

In the meantime. interim follow-up programs have been planned for the EY-87 short-term returned
SCholars. One followrup seminar has already been carried out for 100 EY-86 short-term returnees.

7. Steps Taken to Contain Costs

Currently. the Mission is preparing an RFP in order to publically oompete the U.S. portion of the EY-88
and beyond Program. With this new mode, we intend to broaden geographic placement of Salvadoran CAPS
SCholars and provide a new and lIVre varied "Experience America" Canponent to cur Program.

To date, the Hissien has implemented cost saVings measures resulting in reduced tuition such as:
"packaged" deals for tuition. room. and l::oard; placements in low-cost junior or community colleges; and
group rates for international travel.
~reover. rost (X)l1tainment is one of the selection criteria in cur EY-88 RFP.

8. Other Accxxtplishments To Date

The Mission will (X)l1tinue to directly nanage the EY-l988 and beyond Program. including the selection of
candidates and guidance and m::lIlitoring services to the U.S. training contractor selected under
CXlIlpetitive bidding for the training oCllp:llent of CAPS. we tave budgeted $50.000 for financing salaries
of USAID staff (X)l'ltracted to manage this activity.
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TABLE 1

CIASP TRAINING

F'i 1989 a:xJNl'RY TRAINING PLAN
WMBER OF NEW srARI'S

PR:X3RAM: CAPS/ps No. 519-0337 o:JUNI'RY CF ORIGIN: EX. SALVADOR

F'i 1988 OYB ($000): 5,500 F'i 1989 OYB ($000): 7,000 F'i 1990 OYB ($000): 2,500

LOP
TYPE CF TAAININ3 IT 85 IT 86 IT 87 IT 88 IT 89 IT 90 TOl'AL-- --

TrolNlCAL - 30 days or less 289 121 69 (1) 479
Female 77 33 14 124
~lale 212 88 55 355

TrolNlCl'L - 31 - 180 days 75 78 (2) 53 (3) 900 (5) 250 1,356
Female 37 30 20 450 125 662
~lale 38 48 33 450 125 694

TrolNlCAL - 6 to 0 IlOOths
Female
l1ale

TEOlNlCAL - 9 JID1ths or IIOre 15 (4) 338 (6) 353
Female 6" 155 161
~e 9 183 192

TOl'AL TrolNlCAL 289 196 147 68 1,238 250 2,188
Female 77 70 44 26 605 125 947
Male 212 126 103 42 633 125 1,241
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TABLE 1
(Continued)

lDP
TYPE OF TAAININ3 FY 85 FY 86 FY 87 FY88 FY 89 FY90 'IUl'AL

ACADElUC - Undergraduate - 1 year
Female
Male

ACADEMIC - Undergraduate - 2 years 50 (9) 50
Female 20 20
Male 30 30

ACADEMIC - Under raduate - 3 ears or BOre 26 138 (8) 164
Includes cne year of E.L.T. in the U.S.

Female 10 56 66
Male 16 82 98

l\CJ\OEllIC - Graduate level - 1 year 16 16
Female 6 6
Male 10 10

~C - Graduate level - 2 years 38 24 (7) 62
Female . 14 -=; 21
Male 24 17 41

• 'IUl'AL l\CJ\OEl1IC 54 50 130 50 292
Female 20 17 ~ 20 113
Male 34 33 82 30 179

(l) " (2)
(3) " (4)
(5) " (6)
(7)
(a)
(9)

69 Scholars under item one and 25 Scholars under item 2 were FY-87 new starts but funded under FY-86.
53 Scholars under item three and 15 Sclx>lars under item 4 were FY-8l3 neN starts but funded under FY-87.
300 Scholars under item five and 138 Sclx>lars under item six will be FY-89 new starts but funded under FY-88
24 Sclx>lars \Bier this item were FY-86 new starts rot fumed under FY-85.
57 Scholars under this item were FY-87 new starts but fumed under FY-86.
50 Sclx>lars under this item will be FY-89 new starts but funded under FY-BB.
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TABLE 1
(Cootinued)

t , , J t

lDP
TYPE CF TRAININ3 IiY 85 1iY86 IiY 87 IiYBB 1iY89 1iY90 TCIl'AL-- --

SlHWlY:

'lOl'AL TRAINEES 343 246 285 68 1,288 250 2,480
'.

ACAIDUC 54 50 138 50 292
Female 20 IT 56 20 113
Male 34 33 82 30 179

TEOlNlCAL 289 196 147 68 1,238 250 2,188
Female 77 70 44 26 605 125 947
Hale 212 126 103 42 633 125 1,241

lOOG-TE:RM 54 50 138 15 3BB 645
Female 20 17 56 (; 175 274
Male 34 33 82 9 213 371

SHORr-TERM 289 196 147 53 900 250 1,835
Fewa1e 77 70 44 20 450 125 786
Male 12 126 103 33 450 125 849

HOCU l'LACD1rnl'S I 2 10 10 15
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JIDl CLASP TRAINING

FY 1989 roJNrRY TRAINU13 PlAN
lU1BER OF NEW smRI'S

PRXiRAM: Project Related TrainiD;J - U.S.
Project Related TrainiD;J - 'lbird Country

FY 1988 om ($000): 1.837

CXXJNI'RY OF ORIGIN: l'L STlLVAOOR

'lYPE OF TRAINnl3 FY85 FY86 FY87 N88 FY89 FY 90

A. TRAININ3 IN UNITED S'l1\TES

TEX:HNICAL - 30 days or less
Female 1 10 28 43 42
Male 27 59 81 88 91

TE01NICAL - 31 - 100 days
Female 3 4 1 7 12
Hale 50 15 5 14 15

TEX:HNICAL - 6 to 8 JID'lths
Female 1
Male 2

TEX:HNICAL - 9 JID'lths or nore
Female 5 5
Male 5 5

'lUl2\L TEDlNICAL 81 88 117 163 170
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TABLE 2
(Continued)

, t ,

TYPE CF TRAINING F! 85 FY 86 F! 87 F!88 F'f. 89 F'f.90

ACAIDIIC - Urrlergraduate - 1 year
Female
Male

ACADD1IC - Urrlergraduate - 2 years
Fe1TIiile
~lale

ACADD-UC - Urrlergraduate - 3 years or DOre
(Includes one year of E.L.T. in the U.S.)

Female
Male

ACADE!-1IC - Graduate level - 1 year
Female 1 10 14 11
Male 10 11 11

l\CAIlEMIC - Graduate level - 2 years
Female 1 2 2
Male 2 1 1 8 4
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TABLE 2
(Continued)

TYPE OF TRAINlOO EY 85 EY 86 EY 87 'B'IBB EY 89 EY 90- -- --

i
s.Iot1ARY:

'IDl'AL TRltiNEES

I J\CAl!'MIC
Female 2 10 16 13
1-la1e 2 1 11 19 15

TEX:HNICIIL
Female 4 14 29 56 59
Male n 74 BB 107 111

I IlNG-TERM
Female
l-lale

SHORI'-'I'E~

Female 4 14 29 56 59
lfale n 74 88 107 111

Inx::u PlACEMENI'S:

'lHlRD a:uNI'RY TRAIIDOO ($OOOh 184

All were technical courses.

Femal.e· 9 11 18 29 23
~la1e 20 51 49 40 33

All were technical courses.

FelDZl1e 9 11
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The Gray Amendment directs the Agercy to award 10% of m dollars to ~-owned, minority-<Ml'led organizations and
to Ilistorically Black Colleges and Universities (HBCUs). During FY 87 the Mission contracted $17,717,193.27 with
m funds. Contracts placed with organizatioos that qualify for the Gray Amendment receiVed $10,804,863.13. This
represents 60.95%.

It is estimated that during FY 00 approximately $15,000,000 will be available for oontracting with Gray Amendment
firms. It is anticipated that 20% of these dollars will be placed with Gray Amendment firms. It is difficult to
estimate an amount higher than that because there is no mechanism available to contract directly with these firms.

Attached is a table providing a list of contracts awarded during FY 87 in suw:>rt of the Gray Amendment.

El salvador Export
Intnl. Sciencu and Tech.
Ranta Russell
University of New Mexico
United Schools of America
El Salvador Exports
AAPC
Victor M. Robles
Juarez and Assoc.
Consolidated Distributors
Consolidated Distributors
Consolidaten Distributors
Amer. Purchasing & Cons.
Susana lIeber
Carlos Loumiet
Contracting Corp. of Amer.
Southern Conm\ercial Ind.
Amer. Purchasing & Cons.
Consolidated Distributors
Consolidated Distributors
Amer. Purchasing & Cons.
Servicios Tecnicos
Martha Brady
Susan Gillespie

Health Systems Vistalization
Health and Jobs for Displaced
S.D.A.
Education Revitalizatioo
S.D.A,
Health Systems Vitalizatioo
Health Systems Vitalization
S.D.A.
salvadoran Demographic Assoc.
Health Systems Vitalization
Health Systems Vitalization
Health Systems Vitalization
Health Systems Vitalization
S.D.A.
S.D.A.
S.D.A.
Health Systems Vitalization
PD&S Educatioo
Population Dynamics
Agrarian Reform
Health Systems Vitalizatioo
Agrarian Reform
S.D.A.
S.D.A.
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876.00
16,303.00
35,000.00

5,720,329.00
533,061.00
16,463.75

174,783.33
3,600.00

57,613.93
37,452.05
99,937.66

7,251.83
39,861.41
15,900.00
9,500.00

16,466.88
140,575.00

27,630.55
156,729.51
191,405.70

44,110.00
1,520,907.00

12,717.00
3,911.95

10/08/86
10/13/86
11/03/86
03/06/87
02/15/87
01/05/87
01/14/87
10/26/86
11/15/86
11/14/86
11/30/86
12/08/86
12/08/86
12/17/06
12/08/86
01/26/87
12/15/86
02/02/87
02/15/87
02/15/87
02/15/87
11/30/87
02/02/87
02/24/87



University of New ~~xico

~larny Barrau
CoPsolid~ted Distributors
Elisa Hurtado
El Salvaoor Exports
Intnl. Science arxl Tech.
Martha Brady
Hni ted Schools of America
El salvader Export
COnsolidated Distributors
Tucker and MSce.
Ronco Consulting Corp.
Cbnsolidate<l Distributors
El Salvader Export
Candance Bannerman
Elisa Hurtado
Sandra del Prado
Crew COncepts Inc.
Consolidated Distriwtors
Maria Foucher

•

PD&S Fducation
S.D.I\.
Agrarian Reform
PD&S Health
Health Systems Vitalization
S.D.A.
PD&S Health
llealth Systems Support
Health Systems Vitalization
Health and Joh3 for Displaced
Reform and Policy Planning
Ilealth Systems Vitalization
Health Systems Vitalization
Health Systems Support
PD&S Health
PD&S Health
Health Systems Vi talization
PUblic Services Restoration
Agrarian Reform
Health and Jol:e for Displaced
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20,000.00
8,117.00

757.58
13,936.00
. 525.00
24,750.00
27,905.00

5,309.00
26,900.00
59.720.00

736.439.00
2.088.00

315.00
695.00

24,582.00
13.936.00
63,606.00

895.826.00
1,292.00
4,778.00

02/15/87
03/13/87
03/20/87
03/23/87
04/27/87
04/20/87
05/17/87
06/10.87
06/05/87
06/15/87
06/01/87
06/16/87
06/22/87
06/16/87
06/18/87
07/07/87
08/04/87
08/17/87
07/07/87
08/20/87
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ANNEX I

BIOLOGICAL DIVERSITY

USAID/sAN SALVADOR FY89/90 ACTION PLAN
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I. Bac}:ground
---~-----

, "1 _.

Title III of the Special Foreign Assistance Act of l~O(,. PUblic
Law 99-529. amends the Foreign Assistance Act, req~Jiring USl\lD
Missions to analyze in each country development strat€'C)y
statement or other country plans (1) the actions n€'cessary in
that country to ach it;,ve conservat ion and susta inable mnn<lqement
of tropical forests (sec. 301); (2) the actions n€'cessary in
that country to con~erve hiological diversity (sec. ~O?:; and
(3) the extent to "Ih icll the <lctions proposed for support by the
Mission meet the needs thus identified. Information abollt
these new requirements was first sent to Missions in St~te

037076. ~lith additional guidance in STATE 1183"4 and S'J'I\TP.
150862.

'!his anne:: addresses the ne\~ mission reporting requir£'1T'0nt ,·lith
regard to biological. divp.rsity conservation. '!he pr£'!",In:·"tion
of th is annex has follol'.'ed the pl<ln of act ion outl i!J€'n in STl\TE
230480. '!hat cable proposed AID/I'/ assistance, tlHough tl,e
services of the S&T/FENR Advisor on Biological Div"rr.:Hy.

'!his anne7- contains an analysis of the current '>io).':'':1i,:'!)
diversity cons",r·J'3cti0n situation in 1':1 Salvador. "'his """'!}",sis
ir: int:~nrl ...·r1 fr~",!" ,,~r-_. ir! j'}~nt:;f'/in"'~ nr''''''J~ :,n''J ;,r.":,:,..r~ .... i~,',:

r,rj',r~' !(.~~ ft ... r ftJ' ,; .... t·:,1, .. J'..,!j':~d .. , j·lt.!,~~ 1.~i' '."J!J~~' f'I'~' ;'.' ., ~'.:;~~

by USA!D, other Or:·l&,:},'..:.r!"'t:nt i~::sist;::ncr:- O'3t:'nr:it:E, i~I" !.:< -;':::1,.

conservation communit J' and the C'overnment of El S.,tlvac!',>:' «"()g:-i).

II. Summarv of tlc~ds______L _

1. Protection"'Rf remaining natural areas unsllit;,-rle
for agr icul ture needs to be conplcteo UI1l~e): t'le
agrar i<ln refor In program.

2. Wildlife authorities need to be strengthcn0~ and
clar if ied.

3. Protected "rea authorities need to he
strengt1H'n~d and clar if ied.

4. A fisheries regulation enforcewent cnpllhD i.ty
needs to be developed.

5. !·laint<?l1nnce and expansion of collection:; of
indigenous germplasm need to be streJ1C)i1lr>nt:'d.

6. A conservation data center needs to 1">e rJ""<'loped
and inventories of protected areas initjl1~p~.

'lh is effort sh ould incl ude cons iclE.'r>'lt i en of

.- --------_.
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coas tal and n'ar ine resources.

7. Management plans for protected area" n0~(1 to he
developed and management programs ilT'pl€'m'~ntecl.

..

..

8.

9.

An assessment is need,ed of the potential. for
plantation, social andagroforestry projcr'ts
around protected natural areas.

'!he local NC'O conservation community ne",l" to hp
strength ened.

...

...

A. Is~~~~~~l~~

Biological Diversity refers to all living things and the
ecological systems they form. It includes all species of
plants and animals" the genetic variation ,.ith in each spccies,
and the variety and complexity of the habitats and ecosystems
that support these species.

Biologists estimate that there are at least 10 ,000 ,000 species
of plants and animals in existence today. Fully 5 to 70
percent (500, 000 -' /. ,000 ,000) of th es e spec ies are t'1 Ollr.,!l t to
be vulnerable to ext inct ion over the next /.0 to 50 ¥eil ':", rlue
to the continued loss and altcration of natural hi',hi t,'l I,,; ,
especially tropical forests (CEQ, 1980, 'lhe Glohill 700£1 f1rf1ort
~_th~~~l£~~!:.). ----------------- ----

Such a reduct ion in th e var iety of 1 iv ing resources is cu use
for serious concern for several reasons. First, vilillahle
germplasm resources from wild relatives of currently utilized
species lI'ay be lost at a time when genetic improvement is
gaining increased attention. Second, many wild species that
hold great commercial or humanitarian promise for n€\·/ foods,
new medicines, or new industrial raw materials cOlll" he lost
before their potential is realized. '!hird, a major rC'(lllction
in natural diversity may also impair crucial ecosystem
processes such as soil formation and retention, Ilutri~nt

cycling and watershed protection.

Although each country presents its own CirClllT'stilncr<;,
effectively conserving hiological diversity r"'''Ol'rrC'" in <lny
country will require appropriate authorities for U,r f11'nlrction
of natural habitats and ",ilcl plant and aniJ!'al pCPlll,'l r i",,,,, "l

representative protected area system, and wild pl,,"t "lid nniJ!'al
management prograJTls capable of inventorying, monitorinG, .,nd,
when necessary, l!''Ini'lqing wild plant and aniJTl:ll p0plll"ti0n<; hoth
on and off protected areas. Effective con"el::v''lt in" r~"'1rClmS
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will also require the necessary institutional cap~city to
develop an adequate information base on wild livin~ resources,
and to undertake appropriate research.

nle following is an analysis of the current conservation
situation in El Salvador. ~is analysis examines protected
areas, wildlife, fisheries and plant conservation prograws, and
the existing conservation information base for the country.

B. Bi~logica!..J?i~~~;(.i:U~L~~va~

Collectively, Central America is an area with a highly diverse
fauna and flora. nlis is so for several reasons: tropical and
subtropical climates; generally abundant rainfall; extensive
areas of often rich volcanic soils; and a biogeographical
location and geological history that has allowed mixing of
faunal and floral elements of North and South America during
the last 2,000,000 years. Despite its small size, El Salvador
undOUbtedly contained a high level of plant and animal species
diversity prior to European settlement. However, the natural
vegetation of El Salvador was greatly altered by European
settlement even before 1800 and most natural vegetation had
been converted by 1900 (U.S. MAD and A.I.D., 1982, Draft
Environmental Profile of EI Salvador; hereafter referenced as
DEP)-.--As a resuft;ino-cornprcl1ensille treatment of tile original
fauna or flora of F.l Salvador exists, and even today co"~lete

inventories of all major plant and animal groups are not
available. Nor is there a detailed surveyor classification of
the original vegetation types or natural habitats. "lorl; by
Holdridge (1976, ~~~~_[~~l~~i£~_~_~~~~i~_~~Eli£~ti~~,
Documento de Trabajo No.6, del Proyecto PNUIJ7FA07n,S/73/00<l)
describes six major lifezones for the country, namely: dry
tropical forest; humid tropical forest, humid sUbtrop1cnl
forest, very humid SUbtropical forest and very huwid prell'ontane
and montane (cloud) forest. However, these lifezones refer. to
t.'le general type of plant formation that would be expected to
have occurred prior to European settlement, or that wopl<9
develop in areas undisturbed by Jl1an. Both intensive "'n,l
extens ive land use has left 1 i ttle area in such an un,' i~ I: I.1rbed
state.

According to ~le ~!._~~!.v£~9~_P~~!il_~~~ie~!~!_~~!~~i~_0~.:~!~2
(Emtec sade C.V., 1985;nereatter referenced as tile F~':r'i-\',

major floral elements include 700 tree species, :'l';~ o':"ch i,]
species and 75 bromcli~rl species.

In terms of fauna, the l"S!' .... g!.ves a total figure of "0,000
species for El Salvador, 75% of ~!h ich are insects. 11\<:>
following figures nre "ivpn for the nuw1")er of spl"'ci",,, in """jor
groups; 110 wBr,lrnals, ~50 hirr]s, 130 reptiles, 30 nr""lihj,,,,,, , AO

- -- --_._------ --...-.
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freshwater fish, 700 warine fish and 400 butterflies.

Data on the degree of endemicity of the fauna and flora of PI
Salvador were not found in the course of this analysis.

On a regional basis, El Salvador is thought by sorre' to he the
least diverse of any of the Central American countrie!.o;. but it
is not clear whether th is assessment is based on thorollqh and
comparable surveys or prirr.arily reflects the knowledge that
there is a near total lack of wildland areas and und i.s turbed
natural habitats in the country.

A good detailed description and discussion of the country s
physical and natural features, inclUding lifezones. plant
communities, forest types, fauna and flora, fisheries,
remaining natural areas and current land use may be found in
the ESPA.

i. Laws, Authorities and Treaties------------------ ------
'!he COES signed the Convention on Internationill Trude! in
Endangered Species of \'Iild Fauna and Flora (CITES) in ,1n)/ of
1986, thus joining the convention. Linked to this procN's.
which still requires legislative action; are efforts to T"ilSS a
general wildlife law providing specifio authorities to ~ors for
the protection and regulation of the nation's wildlife
resources. Efforts are also underway to pass ordinaces in
selected municipalities to establish which species (incluiling
some plants) may be marketed and during what seasons,
Authority for the protection of wildlife resides \~ith t'le
Servicio de Parques Nacionales y Vida Silvestre (SPt'fIlS) of the
Centro de Recursos Naturales (CENREN J within the :1inistprio de
Agr icultura y ("anader ia (t-IAG J. The same serv ice also hilS
authority for the establish ment and management of protected
wildland areas. This authority stems from several i'lrticles
within the existing forestry law. but efforts are underway to
strengthen this legal basis for habitat protection.

Fishery resources. both freshwater and marine are mnnng",] by
the Centro de Desarollo Pesquero (CENDEPESr.A), also witltin ~11\<'

under authorities established by Presidential Decree 7°9 of
1981.

Aside from CITES, El Salvador is not a ratified me~her of any
of the major interniltional conservation conventions or programs
(e.g" The l'[orld Heritage Convention. the Convention on
Wetlands of International Irrportance or UNESr.O's niOS~10re

Reserve Program). Participation in these conventi0t1s Clnd
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programs is a longer-~erm need for conservation effor~t in Fol
Salvador. ...,

ii.

1.

Hahitat Conservation

PUblic Lands----------
It is not clear how much land in El Salvador is owned and/or
managed by the GOES. HOI"/ever, in recent years a progressive
agrarian reform program has involved government purchase af
many large private estates for sub-aivision and title trnnsfer
to small farmers. CENREN has been working closely 11ith this
program to bring certain lands (those remaining natural areas
not suitable for sustained agriculture) under pUblic ownership
and protection. In th is 11ay, fragile areas can be protected
from unsuitable development and can serve a~ a modest pUblic
estate for such purposes as the prevention of soil erosion.
watershed protection. certain types of forestry and the
protection of wild plant and animal species.

2. Current and Potential Protected Areas-----------------
El Salvador has a small but growing system of protected areas.
As of May 1986 there were 6 l1'.ajor protected areas officially
establ ished. 'Ih ese are: Parque Nacional de Montecr is to • Parque
Nacional El Impossible. Refugio de Vida silvestre de Darrn de
Santiago, Reserva Biologica Parque Deininger, Refugio de Vida
Silvestre de Laguna El Jocotal and VOlcan de Sa~ta Ana, an area
under consideration for future national park status (Arias, M.
B., 1986. El Sistema Nacional de Areas Silvestres Prot~qidas de
~!. Sa!.~~:--SIT~~CI~~=Ac~iiar-LFrs~ecfI'[~~:-MAGTcF.FiREfi1:-----·
'!hese 6 areas total 96RO ha in size (range is 180 -" 3 4 00).
Roughly 40 additional areas have been identified for
protection, primarily throu~l the agrarian reform program, and
some of these are already in the process of establish~,,.,nt

(Manuel Benitez Arias, Jefe del Servicio de Parques Nacionnles
y Vida Silvestre, pers. comm.). Brief descriptions of current
and some potential protected natural areas can be found in the
ESPA. .

'!he identification of protected areas and the deve)oprr"'llt of
various protected areas categories is discussed in Arias (lO~n,

op. cit.). If completed as planned, El Salvador's protected
area system could total roughly 46 units in eight cdtegories
covering 47.395 ha (2.3%) of the country and repre~entino. most
of the major life zones and plnnt c.ommunities charfl"tt'r i~t ic of
the country. 'Ih is \"Iould be an impressive ach ievell'ent for ~uch

a small and densely populated country, but it must be
recognized that such a system will be composed of typicnlly
small units that will r.e the fee us -Of. increasing prpl"r.;ut'C!1 to

... ·-:1-:'" -"";":'-



I

-" 6 -,
"

meet local community needs. Consequently, the long-c0rm
management of these areas is the major challenge fucing
conservation in El Salvador today.

As mentioned in Section III.B., no detailed surveyor
classification of the original or natural vegetation types of
El Salvador exists. Holdridge's (1976, Ope cit.) 6 life zones
were discussed in Section III.B. Arias (1986, Ope cit.)
discusses Holdridge's system and more detailed and rE'cent .10rk
on the plant communities and the fauna of El Salvador and how
this information is being used to identify potential protected
areas on a systematic basis. CENREN appears to be taking a
very thorough and systematic approach in its identification of
potential protected areas and it is doubtful that current
efforts could be improved upon.

A recently completed inventory of wetlands (Scot t, D. and 11.
Carbonell, 1986, ~_QiE.~£!:.~E.Lof.J:.~~!OE.~EiC~L~~!:.~~~£~' nJrN)
does identify 8 sites (totalling 76,800 hal of exceptio"al
importance, particularly as waterfowl habitat, but it is not
known yet how th is new information has or might influf'nce
further protected areas designations in El Salvador.

No categorization or classification of coastal an,l m'lrill"
habitats appears to be available. Nor do there appe"r. to be
any efforts underway to identify important marine "r.eus For
protection or management.

1. ~~~ctedL~~~~~~~£~~§peci~~

Pending outcome of current efforts to pass a aeneral I-,il,ll ife
law and local ordinances on the marketing of wildlifp (S0C.
III.C.i. above), the status of protection for wildlife "nd wild
plants is unclear. There is a body of existing la,,,s which are
completely outdated and unrealistic and are therefor"
unenforceable (t-1. B. Arias, pers. comm.) El Salva r1ot:"
apparently has no formal endangered species legisl'ltion.
However, as signatories of CITES, the GOES is comlllitt(',j to
regUlating the commercial trade of those plant and ",lim'll.
species listed by CITES, including the prdlibition of trtlr1e for
those species considered endangered by the convention.

various sources give somCl"hat different figures on th" nUJl'ber
of endangered taxa in El Salvador. IIED/WRI (1987, Ope cit.)
lists 15 mammal, 64 bird and 10 reptile species knmm from El
Salvador as being globally threatened. The FSPA lists ~l
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mammal, 70 bird, 21 reptile, 3 amphibian, 5 fish (presuII'<lbly
fre~1water), 65 tree, 53 orchid and 8 bromeliad R~cci~~ uS
threatened or in danger of extinction in El Salvador. Of tl1ese,
3 bird species (~~~l~~ ~~£~~~i~, £Pi~~£~~~ ~~~at~~ and ~~~
~~~£) and one mammal (~~~~!::~e1l.~[~ t~l~tl':!:.~1 are thought to
be extinct. An additional 7 bird species are very possibly
extinct in the country (ESPJ\).

Using the figures from the ESPA (above and sec. 111. B.),
roughly 19.2% of roammal, 17.3% of bird, 26.2% of reptile, 10%
of amphibian, 12.5% of freshwater fish, 9.3% of tree, 14.5% of
orchid, and 10.6% of bromeliad species are currently at rislc in
El Salvador. These are surprisingly low percentages
considering the long history and extensive nature of hubitat
conversion that has occurred in the country. However, these
figures should be interpreted with caution as tl1ey may reflect
a lack of good data and adequate surveys.

2. Huntinll.s.£~!!!~~cial Trade~~ FisheE1.!:~

The status of hunting and commercial trade in wildlife in El
Salvador is not clear. Given the large rural population and
low incomes, subsistence hunting is undoubtedly widespread. As
mentioned above, several efforts are underway to begin
controlling local market hunting thus implying such activity is
routine. The recent ratification of CITF.S will establi~h the
necessary authorities and procedures for control of uny
international trade in threatened or endangered species~

Because of its small size, high population density and low
rural incomes, sport hunting will not likely be a factor of
economic importance in El Salvador. However, well managed
programs of subsistence and limited local market huntin? might
provide a net benefit for rural households and provide the
basis for an effective wildlife management program.

El Salvador's fishery is composed of three main sectors:
marine, freshwater and aquaculture. Predominant marine r.pecies
include shrimp, lobster and various finfish species. T.1e
freshwater and aquaculture fishery is focused primarily on
various species of introduced tilapia. In 1985, t.otnl fj.;:11ery
production (marine, freshwater and aquaculture) umoulltt';'cl to
24,200,348 lbs with a total value of 65,353,447 coloncr,
(CENDEPESCA, 1906, ~~~~~i£_~~_~~~~di~ti£~~~~~~~~~£~: 1~P5).
Th is represents an increase in value of the fisllery of
approximately 8,000,000 colones since 1983 (ESPA).

CENDEPESCA indicates that major problems and neens ~lith regard
to managing El Salvador's fi~1eries are tl1e establi~lment of a
fisheries regulations enforcement capability (especially for

-------- -_..._"
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control of the shrimp fishery h expansion of hatchery
infrastructure to keep pace with increasing demand for
freshwater fisheries stock; and the control of an aquatic
surface weed that is limiting fish production in certain inland
waters.

Although shrimp farming has not yet become established in Fol
Salvador, efforts are underway and there appears to be a strong
potential for this industry.

3. Tropical FoE.~~~

El Salvador was probably almost completely forested at the time
of initial European settlement. Today, only about 13% (268,100
hal of the nation's land area is in permanent, productive
forest cover (ESPA). This figure includes 45,283 ha of
mangroves and 5800 ha of plantation forests. ~s of 1982, E1
Salvador imported 90% of its wood resource needs and showed an
annual deficit of 7,600,000 colones in this sector (DEP).
Extensive reforestation efforts over the past several years
should help offset this situation in the future, but a
continuing deforestation rate (estimated at 2.8%; IIF.D/WPI,
1987, op. cit.) may negate these gains.

Given the small size of the pUblic estate and the den""ly
popUlated rural areas, the major potential for forestry in 1':1
Salvador seems to be in selected intens ive plantat ions for
commercially valuable species, such as is currently being clone
with teak, and the use of fast growing, multi-purpose tree
species in social and agroforestry programs.

..
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4.

The Centro de Technologia Agricola (CENTA) is the n:ajor
agricuLtural researCh and development institution in the
country. Within CENTA, there is an active plant genetic
resources division Wi~l significant living and gerwplAsm
collections of a -variety of local cereal, vegetable <In<1 fruit
crops. Collections are particularly strong in maize, b~Ans nnd
avocados. HOl-/ever, recent budgetary constraints hnve pl'lcrod
limits on CENTi\'s ahility to maintain and ill'provp th,',,~

collections. TIlis is a very important resource, not only to Fol
Salvador, but to the international agriCUltural co~~unity, and
efforts should be made to adequately maintain the collections.

D. Conservation !nfo~~~tian Base
~~~------------------------

l
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i. OI1erv iew Documents----------------

A.I.D. 's Bureau for Science and Technology, Office of F(.r~stry

Env ironment and Natural Resources (FF."NR) sponsored development
of th e DEP wh ich was pUbl ish ed in 1982. US1\ID/San SalVador
sponsored development of the ESPA wh ich was pUblished in 1985.
This analysis is based in large part on the information in
those two documents. Several add it ional recent ov erv iClI
documents are available as identified by IIED/I'lRI (op. cit.)
Which may contain useful information on wildland and wildlife

.resources. In addition, this analysis has drawn en a draft Fl
Salvador Country Plan, 1987-1990 made available courtesy of
World Wildlife Fund/US (f~W/US) and a trip report (Mardl 23,
1987) from Steve Cornelius, h~/U.S. Fish and Wildlife
Service's Regional Coordinator, Wildlife Management Program for
I-Iesoamer ica and th e Car ibbean. .

ii. Literature----_.
No coroprelensive bibliography on wild plant and animal
resources cr the natural ecology of El Salvador has been
identified in the process of condu~ing this analysis. Because
of the early and rapid conversion of wildland areas in F.l
Salvador, the country has not received as much attention from
taxonomists and ecologists as "other areas of Central Am~rica.

'1h e DEP prov ides about 34 references on th e plants nncl pl.nnt
communities, mammals, avifauna and icthyofauna. '/he ESPA
provides some 34 references on the general category of wildlife
and another 28 on protected areas and other conservation
issues. A number of tl,ese are relatively recent government
reports, some unpublished, indicating an active research
program within CENREN and other GOES institutions.
Nevertileless, by anv standards, this is a very modest
literature of available information upon which to base
conservation planning and management efforts. From tile
standpoint of biological diversity conservation, the most
important works appear to be those of Daugherty (1974,
Conservacion Ambiental en El Salvador con un Plan Maestro para
[ar9u~~-N~£io~~les ~=~~~~~~~_Eq~~rent~~. Informe-Tecnico-No.
I, FO:DP!ELSlo04, Desarollo Forestal y Ordenacien de r.uencas
Hidrograficas, San Salvador: UNDP, FAO) and Arias (19R6, op.
cit. ).

iii. !~~~~~i~~~

Despite its small size, a nearly total laek of remaining
wildland areas, and the pressing social, political and economic
needs of th e country, th e SPNVS is an act iv e and crea t iv'!:'
agency that is considered among the finest in I~tin America
(Dennis Glick, WI'W/US, pers. comm.). In addition, severlll

.-
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local institutions are active in aspects of biological

. diversity conservation. '!hese include a zoo (Par'1ue
-Zoologico), a natural·history museum Uluseo Historia Naturale),

a botanical garden (Jardin Botanico de Laguna) and a local
conservation NGO (de Grupo Ecologico Montecristo). '!he latter
group has developed an innovative environmental education
program that involves high school students part ic ipa t ing in
ecology clubs. '!hese clubs have produced environmental
education materials and carried out environmental awareness
events. Plans are apparently underway by CENREN, the ~lusco de
Historia Naturale, the Jardin Botanico and the Escuela de
Biologia (Universidad de El Salvador) to set up a national
inventory of natural resources. '!h is effort will have four
components. '!hese include: (1) a conservation data center to
be established by CENREN along the lines of those being
developed by '!he Nature Conservancy in other Latin American and
Caribbean countries; (2) a collection of reference ~,terial on
fauna by the Museo; (3) establishment of open-air lahoratories
in selected parks and protected areas for use by UNES students
and faculty; and (4) initial collections of material to develop
a Flora Salvadorena. '!his is a very positive initiative ~/hich

could redress the apparent lack of good data and information on
the current status of the diversity of biological rt?~ource" in
the country and should be vie\~ed as a high priority need.,
In addition to CENREN, CENTA and CEtlDEPFSCA are act ivc
institutions. CENTA in particular has had a progresEivt?
program in agricultural research and development, plant
breeding and seed technology, and germplasm conservati011.
CENDEPESCA has done substantial work in the area of "'1uaclllture
and freshwater commercial fisheries management. However, both
institutions appear to lack adeqaute government support to
fully execute their missions, particUlarly CENDf.PESCA.

OVerall, El Salvador appears to have a capable and active acray
of pUblic sector institutions involved in parks and protected
areas, wildlife and fisheries management and germplasm
collection and evaluation that, with adequate support, i'\re
capable of undertaking effective conservation programs.

E.

As noted above, there are a number of private institutions in
El Salvador involved in conservation efforts. However, 1':1
Salvador does not appear to have a politically or finallcially
strong NGO conservation community. From an internat iona1
perspective, El Salvador receives very little support for its
conservation efforts from the major international NC05. Only
WWF/US and International have contributed funding in rec'Cnt
years and this support has been erradic and very modpst.
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Several factors may have led to th is internat ional nE'C]lect,
among them the civil unrest and the perception that the
country's remaining diversity and wildland resources are so
scant, or in suCh poor condition, that further conservation
investment is not warranted.

The major current or recent activities supported in part from
outside private sources are the Laguna Jocotal project, nn
iguana husbandry proj ect (no~l defunct) and the env ironmental
education efforts of the "rupo Ecologico Montecristo mentioned
above.

The Laguna Jocotal project (being supported in part by m·w/us J
is a constructive exall'ple of how wildlands and wildlife
management can produce real benefits to the local community.
Through scientific management, populations of the blad~-hellied

tree duck have been increased from 700 to 30 ,000 in the last
decade. The local population can now sustainably harvest both
birds and eggs providing a valuable supplement to the lOcal
diet. Through the project, an important local fi~1ery is also
being managed on a sustainable basis. More projects SUd1 as
this, involving additional species, are under consideration by
CENREN and deserve a close look by those organizations
promot ing rural devlopment act iv it ies. pilot efforts at
restoring certain marine turtles and shellfish species hnn to
be abandoned due to lack of funding.

In terms of biolog ical divers i ty conservat ion, El SalvarlC'r is
an apparent paradox. It is the smallest country in Central
America and the second most densely popUlated nation in the
Western Hemisphere (IIED/WRI, 1987, Ope cit. J. It has only a
fraction of the extent of its original forest cover and only a
fraction of this can be considered essentially natural
habitat. Yet the country has ellibarked on a progressive program
of agrarian reform that has included the reservation of
remaining natural habitats that are not suited to permnnent
agriCUlture into an emerging system of protected ,natural
areas. Tne GOES has a number of strong or potent~ally strong
pUblic institutions (e.g., C~NREN, CENTA and CENDF.PESC~) tllat,
with adequate support, are capable of undertaking effective
'conservation programs.

In particular, the $PNVS is demonstrating an exceptional
capacity to undertake thqrough, systematic conservation
planning and a creative approach to protected areas manaq~m~nt

and development that attempts to address the needs of local
communities.

-- _- ·'_:t _
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Nevertheless, El Salvador faces exceptional challenges in
attempting to conserve the remaing elements of the d iversi ty of
its indigenous biological resources. Clearly, the major
Challenges to the country at present are in the areas of
economic stabilization and grolith, the improvement of social
services.and the institution of democratic reforms Ivhich,
to9eth er, can lead to th e pol it ical and soc ial stab il i ty
lacking during the period of civil strife. Nevertheless,
beyond these broader needs, specific needs to improve the
conservation of the nation's biological resources can be
identified.

Because of El Salvador's large, predominantly rural (approx.
60%) IIED/\~RI, 1987, op. cit. ) population, limited land area,
and long history of intensive and extensive agriculture,
existing and potential protected natural areas are of necessity
small and fragmented. 'Th ere will be increas ing pressurE's in
the future to utilize these areas in some economically
productive fashion.· 'This is particularly true because FI
Salvador lacks a pUblic estate beyond these protected areas
that could be managed in a multiple-use/sustained-yielrl
fashion. In addition, the lack of strong, clear authorities
for the protection and management of the nation's wildlife
resources seriously constrains adequate wildlife management
programs,

Review of available information and discussions with
knowledgeable GOES officials indicates the folloldng needs for
the conservation of biological diversity in El Salvador.

1. continuation and completion of the identification
and protecticn of remaining natural areas
unsuitable for agriculture under the ongoing
agrarian reform program.

...

..

..

2. Ratification of CITES and passage of a creneral
wildlife law that provides for control of market
hunting on a sustained-yield basis.

3. Strengthening and clarification of protecter]
areas establishment and management authorities.

4. Development of an enforcement capabil ity Nith in
CENDEPESCA or MAG regional offices to assllr!" that
ex ist ing fish er ies laws and regulations cl re
enforced to rna inta in th e nat ion's pror] uct iv e
fisher ies.

5. Adequate support to CFNTA for proper l"" ill trC'n<lnce
and expansion as appropriate of gerrrpl"sm

w
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collections of indigenous cereal, vegetable,
fruit, and forest (including timber, polewood,
firewood, etc.) crops.

6. Establishment of a national conservation data
center to coordinate, compile and analyze
existing information on the distribution Dno
status of the country's wild living resources and
to undertake inventories of exisiting and
proposed protected areas. This work should
include a review of coastal and marine resources
and identification of protection and management
needs.

7. Development of management plans and
implementation of management programs on
protected areas. Such plans and programs should
emphasize the sustainable use of these areas for
the primary benefit of local communities. Such
use could include active wildlife management for
sustainable wildlife cropping as demonstrated at
Laguna Jocotal, tourism and recreation, and
selected forest products harvesting on a
sustainable basis (e.g., orchids, butterflies,
etc. ).

8. Assessment of the potent ial for plantat ion,
social and agroforestry programs around protected
areas to serve as buffer zones and provide a
source of timber, fodder, fuelwood and game for
the use of local communities.

9. The local conservation NOD community needs to be
strengthened to develop adequate political and
financial capabilities for effective long-term
programs.

In addition to the needs identified above, personnel at ~P.NRF.N,

CENTA and CENDEPESCA all indicated a strong need for increased
operating funds, equipment, training and technical assistance
in their various program areas.

v. ~~~ paE.ticip~!£!:

As noteu in the USAID/San Salvador FY 88/89 Action Plan (1987),
the goals of U.s. economic assistance to El Salvador are to:

1. stabilize the economy and ameliorate badly
deteriorated social conditions

-_ .._---------- ...-



3. spread the benefits of growth to increase
opportunities for the majority of Salvadorans

2.

4.

-' 14 -
•

aChieve economic growth and recovery

strengthen those policies and institutions which
advance the democratic process.

..

..

..
With these over-riding program goals, USAID/San Salvador's
involvement in natural resources management has been primarily
through activities focused on the areas of agrarian reform,
expansion of agricultural production and the use of local
currency (P.L.-480) programs that have supported various
activities including soil conservation, reforestation, and
protected areas and wildlife management. The major direct
contributor to biological diversity activ i.ties was the
generation of Employment Project (519- 0256) through support
that was provide to CENREN and CENTA which was used for
protected areas and wildlife management activities and
germplasm conservation. However, this project concluded in FY
1986 and has not been extended.

Under the currently planned Mission program set forth in this
Action Plan, USAID/San Salvador's major contribution to meeting
the biological diversity conservation needs identified in this
analysis will be the Mission's continued support (through
projects 519-0263, 519-0265, 519-0307, 519-0289) to the
completion of the agrarian reform program. This will
indirectly facilitate completion of SPNVS's reservation of
remaining natural areas in El Salvador's protected areas system.
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1·. TROPICAL FORESTS WITHIN THE A. I .0. FRAMEWORK

Title III oE the Foreign Assistance Act of 1986, Public Law
99-529 requires USAID Missions to analyze in each country
development strategy statement or other country plans (1)
the actions necessary in that country to conserve
biological diversity and tropical forests, and (2) the
extent to which current or proposed AID actions meet those
needs. STATE 032584 of 3 Feb 88 gives guidance for the
preparation of background assessments on biological
diversity and tropical forests. This annex responds to
that guidance with respect to the tropical forests of El
Salvador. A separate annex was recently prepared for
biological diversity. Much of the information in the
biological diversity annex also applies to tropical forests
and is not repeated here.

2. LEGISLATIVE AND INSTITUTIONAL STRUCTURE AFFECTING TROPICAL
FORESTS OF EL SALVADOR

The current forest law was passed on March 13, 1973 and
replaced almost all previous legislation on the subject.
Unfortunately it has still not been adequately reglamented,
a fact which makes its application difficult. It tends to
be excessively control oriented. rather than attempting to
encourage forest development. However. by far the critical
problem is not quality of the legislation but its effective
enforcement.

Responsibility for implementation of the forest law and for
encouraging sustained use of the forest and other natural
resources is vested in CENREN (Centro de Recursos
Naturales). The national Forest Service is one of CENREN's
subdivisions. The Forest Service including National Parks
is curren1y a small unit (19 professionals) whose main
responsibility is norminative. that is the setting of
standards and guidelines. and research. Forestry field
operations are carried out through the Ministry of
Agriculture's four regional offices. Thus most forest
technicians. guards and inspectors depend on these regional
offices. Frequent restructuring of the Ministry in recent
years has shifted the responsibilities between the central
Forest Service and the regional offices. The Ministry's
dependencies suffer the well-know constraints and
inefficiency of most GOES institutions.
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Unfortunately very few non-government organizations are
active in forestry in El Salvador, making it difficult to
work outside government channels.

3. STATUS OF TROPICAL FORESTS

El Salvador has by far the lowest proportion of land under
forest cover of any country in Central America. Table 1
summarizes the area of existing forests and Figure 1 shows
distribution of the forests (El Salvador Perf 1 Ambienta1
1985).

Table 1
AREAS WITH FOREST VEGETATION IN EL SALVADOR

(EXCLUDES COFFEE PLANTATIONS)

TYPE OF FOREST

1. NATURAL FORESTS

Area
(ha)

Percentage
of total (%)

Coniferous
Broadleaf
Mangroves
Shrubland

2. FOREST PLANTATIONS

TOTAL

TOTAL LAND AREA OF
EL SALVADOR

48,477 18
90,759 34
45,283 17
77,789 29

11,192 2

273,500 100

2,072,000

Adapted from: El Salvador, Direc. Ral. de Recursos
Naturales Renovables, Servicio Forestal y de Fauna, Anuario
Forestal 1978, Soyapango 1979, p. 39.

The total forest area of 273,500 ha represents only 13% of
the land area of El Salvador. However, about one third of
the area classified as forest in Table 1 is shrubland. If
this is excluded, then the area of coniferous, broad leaf
and mangrove forest covers only 9% of the country's land

.-......--
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area -- a dangerously low proportion. It should be noted
that other figures are occasionally quoted. The
discrepencies are due to differing definitions of what
constitutes forests and other methods of arriving at
estimates. No comprehensive "snapshot" of land use is
available for the country, such as might be produced from
Landsat images.

The conifer forests, primarily Pinus oocarpa are
concentrated in the mountains along the Honduran border.
The areas of upland broadleaf forests are very fragmented,
most being remnants in inaccessible areas.
The memoria of the ecological map of El Salvador
(Holdridge, R.L. Mapa eco16gico de El Salvador, y memoria
explicativa. Documento de Trabajo No.6 •. Proyecto
PNUD/FAO/ELS/73/004. San Salvador. 1976.) contains a
description of the ecology and lists of species of the
various forest types which are summarized in the El
Salvador Environmental Profile (1985).

In Central America the main threat to biological diversity
is habitat destruction. Since natural tropical forests are
one of the most diverse habitats, it is obvious that the
conservation of natural forests is a requisite for the
preservation of biological diversity.

4. MANAGEMENT OF TROPICAL FORESTS

Because the dense population creates a very high demand for
wood and other forest products, the forests of El Salvador
are under enormous pressure. Rational management is almost
non-existant. By far the most important product derived
from the forest is fuelwood. About 64% of all energy
consumed in El Salvador is derived from biomass, most of it
fuelwood. probably more than 80% of all wood harvested is
used for this purpose. Seventy seven percent of the
population uses fuelwood. with a per capita consumption of
1.9 m3 per year, this amounts to a total fuelwood
consumption of 7.7 million m3 annually (Reiche, C.E.
Abastecimiento y mercado de la lena en America Central:
Estudio de casas. Proyecto de Lena y Fuentes Alternas de
Energia. CATIE. Turrialba, Costa Rica. 1985. 20p.). The
uncontrolled harvesting of fuelwood is one of the more
important causes of forest degradation.

Fuelwood also illustrates the link between forests,
economic stability and development. Degradation of the
forest resource is one of the main factors which has driven
up the real price of fuelwood over the last few years. As
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this price increases in relation to fossil fuels, more
households and industries will tend to switch to these
imported sources of energy. using up scarce foreign
exchange which is desperately needed for other development
efforts. An analagous chain of events applies to the
import of other forest products (lumber, poles, posts)
which are currently, at least partially, supplied by the
country's meager remaining forests (Flores-Rodas, J.G.
Supply and demand trends of mechanical wood products in
Central America. AID/ROCAP. San Jose, Costa Rica.
1984.). (For a fuller discussion of these issues see:
Loenard, H.J. Natural resources and economic development
in Central America. Transaction Books. New Brunswick.
1987. 279p.)

A more realistic approach to forestry is needed to replace
some of the romanticism and myth now prevalent, even among
decision makers. Under the conditions of El Salvador good
forestry is good economics. proper forest management is a
requisite for sustained economic development.

4.1 Pine forests

Management of the pine forests is limited to
harvesting. Selective cutting removes the largest
stems. Legally the minimum diameter is defined as 45
em. Although permits have to be obtained from the
forest service before any tree is cut, enforcement is
very deficient. One of the urgent needs it to protect
the forests from frequent fires which destroy
regeneration. Over the years management plans have
been prepared for various forest tracts, many through
FAD assistance, but none are currently in operation
(Zambrana, H. and J. Troensegaard. Factibilidad de
las plantaciones forestales y manejo de los bosques de
coniferas. Documento de Trabajo No. 11. Proyecto
FAO/ELS/78/004. FAD. Rome. 1982. 8Ip.)
Technically the management of pine forests is simple
and well known. Constraints to management are
primarily financial, organizational and the fact that
most pine forests are located in the conflictive
northern part of the country.

--
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4.2 Broadleaf forests

The relicts of remaining broad leaf forests are
scattered in relatively small patches throughout the
country. They include the riparian forests along
streams. Most of the land originally occupied by
broadleaf forests has been cleared for agriculture
long ago. Of special importance for reasons of
biological diversity and water supply are the cloud
forests of Montecristo, VOlcan Santa Ana and El Pital,
all of which have been declared protected areas.

Systematic commercial management of the broadleaf
forests outside the protected areas is practically
inexistant. Except for the protected areas most have
been degraded by uncontrolled exploitation. The mix
of species, years of high-grading, uncontrolled fires,
disperse areas and low productivity of these forests
tend to be serious constraints to management. Often
their main value is as a soil cover and a source of
fuelwood for local inhabitants.

4.3 Mangroves

The mangrove forests are concentrated in four areas:
Barra de Santiago. Estero de Jaltepeque, Bahia de
Jiquilisco and Bahia de La Uni6n. They suffer extreme
pressure by the local population because of
exploitation for poles. posts, firewood and tannin.
Because of their high productivity, simple management
practices and easy access mangroves present unusual
opportunities for commercial management. The
constraints are primarily organizational and control.
By law, the mangrove forests are inalienable
government domain, but the government can allocate
concessions for their utilization.

The ecological importance of mangroves far exceeds
their importance as producers of forest products.
They are an irreplaceable habitat in the life cycle of
many species of shrimp, mollusks, fish and other
marine life, which spend their- juvenile or
reproductive stages in the mangroves. Destruction of
the mangroves directly decreases these commercial
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marine resources. In addition mangroves protect the
coast from wave action and are the habitat of
wildlife. The mangroves are threatened by coastal
development, especially the encroachment of
agriculture, the construction of shrimp and salt
ponds, drainage for malaria control and the influx of
agricultural pesticides.

4.4 Forest plantations

Because of the small area of natural forest with
commercial potential, the establishment of plantations
is urgent so as to avoid a prohibitive import bill for
wood products and to decrease the pressure on the
remaining forests and protected areas. The government
has responded to this need since the seventies with
various plantation programs. Unfortunately, there has
been no coherent continuous reforestation pOlicy
accompanied with the necessary financing.

For years the Ministry of Agriculture has produced
seedlings in centalized government nurseries for
subsidized sale to the pUblic. The result is an
unknown number of dispersed plantations of numerous
species, many of them ornamentals and fruit trees.

Since 1980, the GOES with financing from PL480 funds
has carri~" out a sizeable plantation effort on Phase
I farms of the land reform, under an employment
generation project. Under direction of the four
regional offices of the Ministry of Agriculture and
the Forest Service, members of the Phase I
cooperatives are paid to produce plants in nurseries,
establish plantations on land of the cooperative and
maintain them. Cumulatively about 10,600 ha of
plantations have been established in blocks which
range from 25 to 100 ha in area. Although there are
no reliable data on survival, it is estimated that
only about half of the plantations (5,400 hal are
still alive (Vega, L. Perspectivas de la reforestaci n
en El Salvador. Documento de Campo No. 17. Proyecto
FAO/ELS/78/004. FAO, Roma. 1983. 69 p.). Funding
for this program will end in April 1988. This effort
has had a demonstration effect and much has been

,".', .
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A more promising approach has evolved since 1984 to
encourage small farmers to establish plantations on
their own land so as to make them self-sufficient with
respect to fuelwood, poles, posts and rustic
construction wood, and to produce an excess for sale.
The Forest Service and the regional offices of the
Ministry of Agriculture help groups of farmers to grow
their own seedlings in community nurseries. Each
farmer plants his share of the seedlings along fence
rows, around the house or in blocks in unused corners
of his land. The program has been quite successful
and has grown from one nursery in 1984 to 80 nurseries
in 1987, operated by 1200 farmers producing 450,000
seedlings. There is now more demand for seedlings
than the program is able to meet. This is an
appropriate grass-roots approach to tree planting
which merits more support. Financing is provided by
PL480 funds, by the World Food Program and by the
ROCAP/CATIE Tree Crop Production Project which also
offers technical assistance. (Viveros Forestales
Comunales. Report to the Organization of American
States Multinational Mission on Employment-generating
Projects in El Salvador. OAS, Washington, D.C. Feb.
1988)

Given the current extreme scarecity of investment
capital and the insecurity in all facets of endevor in
El Salvador, it is unrealistic to expect large private
investment in industrial scale forest plantations.
Nor is it realistic to expect the government to
finance incentive schemes to encourage industrial
scale reforestation. The most viable alternative and
the one with the greatest social benefit is to
encourage farmers to grow tree.s for self sufficiency
in fuelwood and most other wood products and to
produce an excess for sale. Evidence indicates that
fast growing trees are becoming an attractive cash
crop for farmers in El Salvador. Existing programs to
encourage this trend need to be supported and new ones
initiated.

5. TROPICAL FOREST CONSERVATION NEEDS

5.1 The declared protected areas and the remaining blocks
of natural forest with commercial potential urgently
require effective protection.
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5.2 Government regulations controlling harvest and their
enforcement need to'be improved. The present system
of obtaining cutting permits is complex, costly,
inefficient and fraught with red tape and corruption.
The irrationality of the system causes resentment and
opposition to forestry on part of the rural population
which needs wood for its survival.

5.3 In order to meet the country's need for wood and to
decrease the pressure on remaining forests and
protected areas the establishment of forest plantation
must be accelerated.

5.4 If properly managed and protected from encroachment,
the remaining mangroves represent an opportunity for
supplying wood products while at the same time
providing many ecological benefits, such as a habitat
for marine life, an important commercial resource.

5.5 The government alone is not capable of dealing with
the immense problems of forest destruction and the
needs for plantations. Local non-government
organ~zations (NGO) need to be identified and
encou~aged to take over some forestry activities,
especially conservation and environmental education.

5.6 El Salvador has less than ten university trained and
only two ~id-level foresters. That is not enough for
the task that face the country in forest development.

5.7 The public and decision makers need to be informed and
educated as to the link between natural resources and
their own welfare.

6. CURRENT A.I.D. ACTIVITIES RELATED TO TROPICAL FORESTS

As indicated in 4.4, USAID has supported reforestation on
Phase I farms since 1980. There is general agreement among
technicians not to continue this effort beyond 1988.

USAID does continue to support the community nursery
program with a modest amount of PL480 funds, programmed on
an annual basis •
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The regional CATIE Tree Crop Production project funded by
ROCAP has been the initiating force behind the community
nursery program and is expected to continue to play a
technical leadership role until project termination in
1991. This project also has components in training,
research and information dissemination concerning the
establishment, management and commercialization of
multi-purpose trees on farms.

7. RECOMMENDATIONS FOR ACTION BY A.I.D.

7.1 Concentrate forest protection on those areas that have
been identified as priorities (see Biological
Diversity Annex). instead of trying to cover the
entire country with equal intensity. Strengthen
protection and enforcement ·in these priority areas.
Couple enforcement with positive forest development
activities, such as rational utilization, forest
plantations, stand improvements.

7.2 Accelerate tree planting and management. Encourage
farmers to make themselves self sufficient in wood
products and to produce a cash crop for sale.
Agroforestry systems which integrate trees with crops
and animal husbandry have proven most appropriate,
rather than plantations in large blocks. Build on the
experience available and the start that has been
made. Because of limited absorbtive capacity, the
total cost to USAID (PL480) over the next four years
is not likely to exceed the equivalent of US$ 1
million.

7.3 Identify and strengthen NGOs for action in forestry
and conservation, as a complement to pUblic
institutions.

7.4 USAID shquld consider design of a new project to
increase the rate of tree planting and management.
The project could emphasise small farmers, especially
those benefitted by FINATA. It could also give
technical assistance to management (thinning and
harvest) of the plantations established with AID
financing on the Phase I farms between 1980-86. The
project should integrate tree planting into
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traditional agricultural and animal husbandry
practices (agroforestry) and for this reason need not
be restricted to being a "forestry" project.
preferably it should be managed by NGOs. The species
and techniques are known, organizational and
motivational capability is progressing rapidly and an
increasing number of farmers are willing to plant.
The situation seems ripe so that a project could help
propell farm forestry into a self-sustained movement.

7.5 Send five students per year to ESNACIFOR, the regional
forestry school in Honduras, for mid-level training.
It takes three years to obtain the "dasonomo" degree.
Forestry conditions in Honduras are similar to those
in El Salvador and training is oriented in a practical
manner. A strong cadre of mid-level technicians is
needed for the development of the forest resources of
El Salvador •

-_._._------------
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