
AGENCY FOR INTERNATIONAL DEVELOPMENT
 

UNITED STATES OF AMERICA A. 1. D. MISSION
 
TO EL SALVADOR
 

C/O AMERICAN EMBASSY.
 

SAN SALVADOR, EL SALVADOR. C.A. 

May 31,.1990
 

Mr. William C. Doherty, Jr.
 
Executive Director
 
American Institute for
 
Free Labor Development (AIFLD)

1015 Twentieth Street, N. W.
 
Washington, D.C. 20036
 
U.S.A.
 

SUBJECT: Cooperative Agreement No. 519-0368-A-00-0243-00 

Dear Mr. Doherty:
 

Pursuant to the authority contained in the Foreign Assistance Act of1961, as amended, the Agency for International Development (hereinafterreferred to as "A.I.D." or "Grantor") hereby grants to the AmericanInstitute for Free Labor Development (hereinafter referred to as "AIFLD" or "Recipient"), under this Cooperative Agreement (hereinafter referredto as "Agreement"), the sum of $6,400,000 to provide firancial support tothe Recipient for actively promoting the process of demccratizationthrough the development of a strong and vigorous democratic labormovement in both urban and rural sectors, as described in the Schedule ofthis Agreement and the Program Description. The total estimated cost of 
this project is $14,400,000.
 

This Agreement is effective and obligation is made as of the date of thisletter and shall apply to camitments made by the Recipient in
furtherance of project objectives through May 31, 1993. 

The Recipient shall b6 entitled to reimbursement for costs incurred infurtherance of project objectives from the period May 2, 1990 to the:
effective date of this Agreement. 

This Agreement is awarded to the Recipient on condition that the fundswill be administered in accordance with the terms and conditions as set
forth in Attachment 1, entitled the "Schedule," Attachment 2, entitled"Program Description," Attachment 3, entitled "Illustrative Firancial
Plan," and Attachment 4, entitled "Standard Provisions" (effective March30, 1990), which are hereby agreed to by your organization. 
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Please sign the original and six (6), copies of this letter, to acIcAledge yourreceipt of the Agreement, and return the original and five (5) opies to
 
USAID/E1 Salvador.
 

Sincerely yours. 

Direct or ,• ; 

-a K. McGhee 
Agreement Officer 

Acknwledged: 

/,,,.,Exeutive Drector 
American Institute for 
Free Labor Development 

Date: ____ ./_____,. 
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ATTACHENTS
 

1. Attachment 1: "The Schedule" 
2. Attachment 2: "Program Description" 
3. Attachment 3: "Illustrative Financial Plan" 
4. Attachment 4: "Standard Provisions" 

FISCAL DATA 

Appropriation: 72-1101021 $6,400,000.00
 
Budget Plan Code: I= 9025519KG13 $4,500.000.00 (5000038)
 

LDSA 9025519KG13 $i,900,000.00 (5000039) 
Project No.: 519-0368 
Thtal Estimated Amount: $14,400,000 
Total Obligation Amount: $ 4,500,000 (ARDN) 

$ 1,900,000 (PSEE)
FLmding Source: USAID/El Salvador 

http:i,900,000.00
http:4,500.000.00
http:6,400,000.00


Attadument 1 

SCHEDULE 

A. PURPOSE OF AGREEVN-


The purpose of this Cooperative Agreement is to improve the servicesprovided by the Union of Workers and Peasants (UNC) and the Democratic
Workers Central (CTD), as well as other democratic trade unions. This
Agreement will provide funding to enable the Recipient to actively

promote the process of democratization through the development of a
 
strong and vigorous democratic labor movement, representing the interests
 
of urban and rural workers in a progressively more open and pluralistic
 
society.
 

B. PERIOD OF AGREEMENT 

1. The effective date of this Agreement is the date of the covering 
letter. The expiration date of this Agreement is May 31, 1993. 

2. Funds obligated hereunder are available for pre-Agreement costsin furtherance of program objectivies and program expenditures from May

2, 1990 to May 31, 1993, as detailed in the Financial Plan shown in
 
Attachment 3.
 

OF GRANrC. AY)AMUX AND PAYMENTS 

1. The total estimated amount of A.I.D. contribution to this
Agreement is $14,400,000, which will encompass a period from the 
effective date of this Agreement until May 31, 1993.
 

2. A.I.D. hereby obligates the amount of $6,400,000, from program
expenditures during the period specified in B.2. above and as shown in 
the Illustrative Finncial Plan.
 

3. Payments shall be made to the Recipient in accordance with thedocumentation and procedures set forth in the Provision entitled "Payment
- Letter of Credit" of Attachment 3, Standard Provisions for U.S. 
Nongoverrmental Grantees. 

4. Additional funds up to the total amount of the Agreement shownin C1. above may be obligated by A.I.D. subject to the availability of
funds, and to the requirements of Section 4 entitled "Revision of Grant 
Budget" of the Attachment 4, Standard Provisions.
 

5. Funds obligated and dedicated to the line item, "Audits ar
Evaluations," will not be included in the Letter of Credit. 
A.I.D.,

after consultations with AIFLD, will directly contract to undertake these
 
activities.
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D. A.I.D. INVOLVEMENT
 

A.I.D., through its Office of Democratic Initiatives, will

participate in the activities described under this Agreement in the
 
following manner:
 

1. A.I.D. will monitor project implementation to assure that the
terms and conditions of this Agreement are met. 
Project monitoring will

be exercised principally by an A.I.D. Project Manager assigned by the 
Office of Democratic Initiatives.
 

2. A.I.D. will approve annual implementation plans presented by
AIFD.
 

3. A.I.D. will participate in annual reviews of activities financed
under this Agreement, based on quarterly reports submitted by AIFLD.
 

4. A.I.D. will approve in advance all contracts with U.S.,

U.S.-alien, and third country national citizens. 
For this purpose, AIMLD

will provide details of each prcposed consultant, including the name of
the individual, the dates of travel, flight numbers, and purpose of such

travel, at least 20 days in advance of such travel.
 

5. A.I.D. will supervise the final program evaluation to be 
conducted during the life of the Project.
 

E. ILLJSRATIVE FINANCIAL PLAN 

1. The Illustrative Firancial Plan for the project is set forth in
Attachment 3 to this Agreement. Revisions to this Plan shall be made in

accordance with the Standard Provision of this Agreement entitled
 
"Revision of Grant Budget."
 

2. 
 The exchange rate to be utilized by the Recipient in converting

dollars from this Agreement to local currency shall be the highest rate

which is not unlawful in El Salvador. Due to the current volatility in

exchange rates and new regulations being established, AIFD may use the
exchange facilities at its local bank at the best rates feasible until
 
further notification by A.I.D.
 

F. Overhead Rate
 

The following provisional rate applied to the costs under this
Agreement for the period indicated, in accordance with the Standard
 
Provisions.
 

Type of Rate Rate Base 
 Accounting Period 

Overhead 22.26% Total Direct 1/1/88 until
 
Costs amended
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0. AUDITS AND L4SPECTIONS 

A.I.D., using project funds, will engage a U.S. CPA firm, or an
affiliate of a U.S. CPA firm to carry-out an annual audit using
Government Accounting Office (GAO) standards of the Recipient's financial 
statements and use of A.I.D. Agreement funds.
 

H. REPORTING AND EVAUJATION 

1. Financial Reports 

The financial reports requirements are forth inset the StandardProvision entitled, "Payment -
Letter of Credit." The financial reports
entitled "Financial Status Report" (SF-269), anl Federal Cash Transaction
Report" (SF-272), shall be submitted quarterly to A.I.D./Washington, with
copies to A.I.D./EI Salvador, Office of Democratic Initiatives (ODI) and
the Office of the Controller. In addition, AIFLD will send on a
quarterly basis a copy of their local financial reports to ODI, A.I.D/E

Salvador.
 

2. Program Progress Reports
 

The Recipient shall monitor performance under the Agreement aa.ensure that the time schedules are being met, projected work units arebeing accomplished, and other performance goals are being achieved.Based upon this monitoring, the Recipient shall submit quarterly

technical performance reports to A.I.D. that briefly present the

following information for each activity under the Agreement:
 

a) A comparison of actual accomplishments with the targets..',

established for the period;
 

b) Reasons why established targets were not met;
 

c) Review expenditures and projected expenditures on plannedproject activities to determine whether program budget is sufficient tocover all activities or if additional funling is required aryl justified
to meet project goals; and 

d) 
Other pertinent information including, when appropriate,
analysis and explanation of costs overruns or high unit costs.
 

The Recipient shall submit the quarterly technical performancereports to A.I.D.'sOffice of Democratic Initiatives within 15 days afterthe completion of the quarter. 
The last day of each quarter is defined
 as the last day of the month of March, June, September and December. If
 any performance review conducted by the Recipient discloses the need for
change in the budget estimates in accordance with the criteria
established in Standard Provision 9 entitled "Revision of Grant Buget,"the Recipient shall subit a request for budget revision. 
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3. End-of-Project Report 

Within 30 days following termination of the Project, the 
Recipient will submit to A.I.D./E1 Salvador an end-of-project report of' 
the activities carried out under this Agreement, including a section on 
"lessons learned." 

4. Final Evaluation 

The costs of the final evaluation of the Project will be
 
financed under this Agreement; A.I.D. will contract directly for this
 
evaluation.
 

I. SPECIAL PROVISIONS 

1. The following provisions of the Mandatory Standard Provisions 
and the Optional Standard Provisions for U.S. Nongovernmental Grantees 
are not applicable to this Agreement: 

1. Payment - Periodic Advance 

3. Payment - Cost Reimbursement 

10. Patent Rights
 

11. Publications
 

12. Negotiated Indirect Cost Rates Predetermined-

18. Care of Laboratory Animals 

21. Title to and Care of Property (U.S. Government Title) 

22. .,Title to and Care of Property (cooperating Country Title) 

23. Cost Sharing (Matching) 

2. Condition Precedent to First Disbursement
 

Prior to initial disbursement under this Agreement, AIFLD will 
furnish in form and substance satisfactory to A.I.D.: 

A statement indicating the name of person(s) and the office 
he/she holds in AIFLD who is empowered to act for AIFLD with reference to 
this Agreement, along with a specimen signature of such person(s). Upon 
meeting this CP, a letter of credit for $500,000 will be issued to cover 
initial AIFLD adiministrative costs, traditional union strengthening 
activities and the BAC/l41 vocational training. 
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3. Cbnditions Precedent to Subsequent Disbursement 

a) Within thirty (30) days after signing of this Agreement,
AIFLD will prepare and submit an Implementation Plan to A.I.D. outlining
the activities to be carried out during the first year. The 
Implementation Plan will include, but not be limited to: a schedule of 
activities and goals, a financial plan related to all activities for the

first year, and technical assistance requirements and a schedule of such 
assistance. Upon meeting this CP, the Letter of Credit will be increased 
up to the obligated amount less the Audit and Evaluation line item. 

b) Prior to any expenditures for water/sanitation systems and 
procurement of pesticides, AIFUD will comply with A.I.D. requirements for 
obtaining the approval of USAID/El Salvador and the A.I.D. Latin American 
Bureau Environmental Officer. 

4. Special Additional Provisions 

a) The Rec.ipient shall maintain a drug-free workplace in
 
compliance with the certification provided to A.I.D. Violations of the

requirements to maintain a drug-free workplace may subject the Recipient

to suspension of disbursements, termination or suspension of this 
Agreement, ineligibility to receive further grant assistance ar such 
other remedies as A.I.D. may consider appropriate. Violations include 
the failure to comply with the certification, presentation of a false
 
certification, or evidence that such a number of employees have been 
convicted of violations of criminal drug statutes for acts occurring in
the workplace as to indicate that the Recipient has failed to make a good
faith effort to provide a drug-free workplace. 

b) U.S. citizen employees of the Recipient, as well as the
U.S. ditizen employees of its subgrantees and subcontractors, who are in 
El Salvador solely for the purpose of working under the Agreement, may be
granted access to the commissary operated by the American Employee
Association in El Salvador (AEAES) in accordance with the policies of the 
Department of State and the U.S. Embassy to El Salvador. 

c) Interest rates for any credit activities, including village
banks and farmer loans, as described in Attachment 2, Program
Description, will follow the policies established by Central Reserve Bank 
(BCR) for investment and production credits. 
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d) All political related activities will be non-partisan in 
nature, directed at increasing participation in the democratic process,
without aiding the campaigns of specific political parties and candidates. 

e) The Recipient shall not procure pharmaceuticals without, 
prior written authorization from A.I.D. 

J. AUTHORIZED GEOGRAPHIC CODE 

All purchases except those made in El Salvador will be foreign
exchange costs. The authorized geographic codes for procurement of goods
and services xder this Agreement are A.I.D. Geographic Code Countries 
000, the United States and the Central American Common Market (CACM). 



Attu t 2 

PROGRAM DESCRIPTIC 

A. PURPOSE OF AGREFM4ENT 

The purpose of this Cooperative Agreement is to improve the services 
provided b1 the Union of Workers and Peasants (UNOC) and the Democratic 
Workeys Central (CTD), as well as other democratic trade unions. This 
Agreement will provide funding to enable the Recipient to actively 
promote the process of democratization through the development of a 
strong and vigorous democratic labor movement, representing the interests 
of urban and rural workers in a progressively more open and pluralistic 
society. 

B. PROJE)CT COMPONENTS 

The Project oonsists of five major components: TJTOC, Urban Unions,
Rural Unions, the Salvadoran Foundation and AIFLD Support. The following 
represents the major objectives of each component and the general
activities planned to meet the objectives. The details of each activity 
are contained in AIFLD's final proposal. AIFLD will elaborate on the 
specifics of each activity, i.e., what is planned and how it will be 
carried out, as part of its yearly submission of the detailed 
implementation plan. 

**Direct Assistance to Federations, Urban and Rural Unions 

1. Uni6niacional Obrero Campesina (UNOC) 

Objectives:
 

a) Increase UNOC membership by at least five new federations or 
unions and by an additional 20,000 new rural and urban workers. 

b) Upgrade the management, technical and operational
capabilities of the UNOC, and thereby increase its credibility and 
authority within the democratic labor movement. 

c) Improve the human rights situation of the urban and rural 
workers by decreasing the number of human rights violations. 

d) Enhance non-partisan voter registration activities in 
anticipa'ion of the 1991 elections.
 

e) Upgrade the leadership capabilities and analytical skills of
 
senior and middle level UNOC and affiliate officials so as to facilitate 
more effective policy formulation and presentation of democratics labor's 
positions on national issues. 

f) Elaborate a strategy which details plans for attaining
self-sufficiency of UNOC-affiliated unions and campesino organizations,. 
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2. Urban Unions 

Objectives:
 

a) Improve living standards by negotiating at least 10 new
 
collective bargaining agreements between companies and unions without
 
existing contracts.
 

b) Improve working conditions through the introduction of 
health and safety programs. 

c) Increase incomes and employment among 1,000 currently
unemployed CTD members and women through the disbursement of 
microenterprise credits. 

d) Improve social welfare, or quality of life, of 5,000 urban 
workers through small community-based projects (i.e. housing, literacy,
health). 

e) Increase skills, employment and incomes of the menbers of 
democratic trade unions by expanding the BAC/IMI vocational education 
program in five new areas of industrial skills training, as well as 
consolidate and expand the existing program in labor management relations 
to include at least five other sub-sectors of the construction trades.
 

f) Upgrade the administrative, program planning, design and 
implementation capabilities of the CTD to service its affiliates. 

g) Improve the efficiency of six (6)urban unions, which are
 
CTD affiliates, through general administrative support.
 

3. Rural Unions 

Objectives:
 

a) Assist an additional 20,000 rural families to gain access 
to land, either through the Land Bank, redistribution of abandoned lands, 
or incorporation into currently underutilized Phase I cooperative farms. 

b) Improve overall production and incomes of at least 5,000
Phase I beneficiaries and 10,000 Phase III beneficiaries through an 
integrated technical assistance program. 

c) Support Phase I and II farmers in the defense of their 
rights as land reform beneficiaries. 
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d) Increase eployment and incomes of at least 1,000 rural 
women,through provision of microenterprise credits.
 

e) Increase the overall social welfare of 10,000 rural 
families through social projects in the areas of housing, health, 
literacy, and rural infrastructure. -

f) Upgrade the management, planning and program execution" 
capabilities of five (5)rural unions. 

4. Activities
 

To achieve the objectives under each of the above, couponents the 
following activities will be carried out: 

Promoters will be allocated among the various affiliated unions
 
an] receive additional training in promotion, and organization 
techniques.
 

Urban promoters and top and middle level union officers will be 
trained in collective bargaining techniques. 

Staff members of the rural unions will participate in training
in modern planning budgeting and financial management techniques. 

- hUNOC's existing H1uman Rights Department will be strengthened "by 
hiring a coordinator at the national level and establishing a
 
human rights viol.ation data base.
 

A non-partisan voter participation activity will be initiated by 
training activists inget-out-the-vote techniques and voter 
registration. 

A two-tiered training program, which will feature advanced 
leadership seminars to take place in Central America, will be
 
developed.
 

- Working conditions will be improved by including Occupational 
Health and Safety clauses in each bargaining contract
 
negotiated. A Labor Management OHS Committee will be also
 
formed. These activities will complement and be coordinated, to
 
the extent feasible, with those carried out by FIPRO.
 

- A system for the identification, design, financing and execution 
of income generating and social projects of direct benefit to 
the rank-and-file members and their families will be established. 
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A total of 1,000 currently unemployed men and wme'n will be 
servicel, via the creation of 40 village banks, in the rural and 
urban sectors. 

" The agrarian unions (under the umbrella of UNOC) will formulate 
a policy statement on beneficiary rights in the agrarian reform 
sector. 

**Creation of the Salvadoran Foundation 

The objective of this component is the creation of a private,
indigenous, Salvadoran Foundation to promote social and economic 
development, particularly among the country's disadvantaged groups. The 
Foundation will seek to promote activities which support the concepts of 
econanic growth and equitable distribution of benefits of such growth.
The Foundation will establish mechanisms to enhance participation and 
access to benefits by all elements of society cop.osed of people who have 
had limited access to social services and economic opportunity. 

The private Salvadoran Foundation will meet all legal
requirements of the Government of El Salvador and will be duly registered
in the country as a non-profit organization. It will have a Board of 
Directors composed of five to seven eminently respected Salvadorans in 
accordance with the criteria established in the implementation plan to be 
approvr; by USAID/El Salvador. It is planned that this Board will 
represent a broad spectrum of societal interests. All members will share 
strong convictions regarding the need for equitable economic 
development. These members will also share concerns for institutional 
development based on financial responsibility and the concept of 
self-sustainability. The Board will be responsible for the overall 
policy direction of the Foundation, as well as developing linkages with 
the public and private sectors in El Salvador. 

The operational management responsibility of the Foundation will 
rest with an Executive Director, an individual with the requisite
managerial and technical expertise who is a Salvadoran National. The 
Director will lead efforts to shape and implement the social and economic 
program. e/Se will supervise a staff consisting of division chiefs for 
technical programs and administrative support. It is expected that 
technical divisions will consist of vocational training, housing,
agriculture, health, microenterprise and infrastructure. The 
administrative divisions will include accounting, contracting and 
management. All direct hire officers employed by the Foundation will be 
Salvadoran Nationals. The exact functions, programs and 
intra-institutional relationships will be laid out in subsequent
documentation. 
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AIFLD's role will be to assist in the Foundation's creation, and 
solidification, and startup of its initial social and economic programs.
During the first year of the Cooperative Agreement, AIFLD will focus on 
providing technical expertise to assist Salvadoran counterparts (viz., the 
Foundation's Board of Directors and key operating officials) to create the 
Foundation in accordance with the Salvadoran legislation. This support will

inclue legal expertise, organizational and management technical assistance,
and accounting systems technicians among others. Simultaneously, technical 
assistance will be provided to help develop a substantive action plan, which 
will guide the implementation of the Cooperative Agreement as it pertains to
the Foundation. The expatriate technical experts and Salvadoran counterparts
will prepare and receive appropriate approval for the action plan prior to 
disbursement of social and economic program funds from the Cooperative
Agreement ad/or local currency funds allocated by the host country. 

Upon the formal legal creation of the Salvadoran Foundation, AIFLD's 
technical assistance efforts will serve to strengthen the Foundation's
 
capability to carry out its series of social and economic programs. 
To this
 
end, the Cooperative Agreement will finance the costs of two long-term
technical assistance advisors. These individuals will work with the Executive 
Director and other senior Foundation officials to specify the design and 
implementation arrangements of each activity. Short-term technical experts
will complement the long-term technical and administrative advisors in various 
skill areas. The short term specialists will apply their expertise to assure 
each activity has the appropriate technical design, is executed with the 
appropriate Salvadoran institutions and is implemented in a manner to reach 
the greatest number of beneficiaries. AIFLD will also employ short-term 
technical assistance to develop a self-sufficiency plan for the Foundation. 
At the end of the three-year period, it is fully expected that, after the 
injection of technical assistance, commodities &nd program funds, the 
Foundation will have matured to become a free-standing, independent Salvadoran 
development entity. The self-sufficiency plan will guide the bundation's 
efforts to generate sufficient levels of resources to assure continuance of 
development activities by the end of the Cooperative Agreement. It will be 
presented to A.I.D. within 60 days of receipt of the Foundation's formal legal 
status. 

As part of the overall effort to assist in the startup of Foundation
 
activities, the Cooperative Agreement will also contain a modest level of 
funding for the purchase of offshore commodities and for initiating the social 
and econanic programs. 



-6

**Support to AIFLD 

AIFLD staff will consist of four U.S. professionals, inaddition to
 
the two assigned to the Foundation, to manage the activities described above:
 
(1) a Country Program Director, (2) an urban union-industrial relations 
officer, (3)a rural development officer, and (4) a controller. Two 
construction trades, vocational training experts will manage the BAC/IMI 
component. There will also be local salvadoran staff with clericml 
finamial/accounting and professional responsibilities. 
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E FINANCIAL PLAN BY OBLIGATIQNS 

1. URBANSECTOR 

2o RURAL SECTOR 

3. VOCATIONAL TRAINIM3 

4. SALVADORAN FaJNDATION 

5. SrAFF AND ADMINISTRATION 

6. EAIATION AND AUDITS 

SJUBOrAL PROGRAM AND ADMINISTRATION 

7. OVEMEAD (+- 22.26%) 

TOT A L 

1,900, 000 

950,000 

900,000 

800,000 

1,555,000 

30,000 

$ 5,235,0 

1,165,000 

$ 6,400,000 

LINE ITEMS 

ILWSTRATIVE FINANCIAL PLAN FOR LIFE OF PROGJCT 

YEAR 1 YEAR 2 YEAR -3 TCTAL 

1. URBAN SECTOR 

2. RURAL SECTOR 

3. VOCATIOIAL TRAINING 

4. SALVDORAN FWUNTION 

5. STAFF & ADMINISTRATION 

6. EVAL.TIQN & AUDITS 

S.BTOIAL PROG. & AtDNIS. 

7. OE (2226%) 

TOTAL 
-

$ 950,000 560,000- . 555,000 

785,000 765,000 760 

665,000 W7000 756,000 

375 0550, 0003 25,000 

:1,320,000 1,250,000 1,323,178 

30,000 15,000 90,000 

4,125,000 3,850,000 3,803,178 

918,225 857,010 846,587 

5,043,225 4,707,010 4,649,765 

2,065,000 

2,310,000

2,125,000' 

1,250,0,0 

3,893,178 

135,000 

11,7 8,178 

2,621,822 

14,400,000 



AGENCY FOR INTERNATIONAL DEVELOPMENT
 

UNITED STATES OF'AMERICA A. I. D. MISSION
 

TO EL SALVADOR
 

C/O AMERICAN EMBASSY.
 

SAN SALVADOR. EL SALVADOR, C. A.
 

ACTION Mt4ODNM FOR TME DIRECIOR 

FF04: Deborah Kennedy, PRJU 

gSJB-T: Project Authorization 
American Institute for 
Project No. 519-0368 

and Coperative Agreeme
Free Labor Development 

nt for the 
'(AIFLD), 

Problem: Your approval is required to authorize the Democratic Labor 
Development Project No. 519-0368, and Cooperative Agreement with AIFLD 
providing first year funding of $6,400,000, out of a total estimated life 
of project funding of $14,400,000. 

Background: AIFLD has had a presence in El Salvador since the 
mid-1960s. Its original program focussed on developing the democratic 
urban trade unions through leadership training, small constituent service 
activities, and the formation of a national capesino organization, the 
Salvadoran Communal Union (UCS). The second phase increased emphasis on 
the rural sector and campesino organizations as a result of the Agrarian 
Reform. The third phase shifted activities back to the urban unions, 
where AIFLD expanded efforts to improve negotiation capabilities, 
political awareness and vocation skills. Although AIFLD's programs have 
served to increase the number of democratic labor unions, their programs 
have met with mixed results. The unions have not achieved a level of 
management nor the ability to attract new members as expected. This has 
affected their capabilities to represent well the interests of their 
members at the bargaining table and in the fora of the democratic 
institutions. Project implementation experience and evaluations have 
indicated that both urban and rural unions and their federations still 
need to strengthen organization/management skills and traditional union 
building skills. In addition, experience has shown that the unions need 
to address the social and economic conditions of their members in order 
to improve their lot and create incentives for attracting new members. 

Discussion: In February, 1990, AIFLD submitted a proposal to carry out a 
three year project for $14.4 million dollars. The Mission has reviewed 
the proposal on two different occasions. AIFLD was asked to clarify and 
strengthen varicus elements of the proposal after each review. The 
elements included: identification of constraints, strengthening and 
focusing of the strategy statement, fuller description of sane project 
subactivities, clarification to the budget, integration of the Salvadoran 
Foundation concept and description of AIFUD's role, and enhance AIFLD's 
administrative support capabilities. 



The goal of the new project is to consolidate and expand the democratic 
labor movement. The purpose is to improve the services provided by the
 
Union of Workers and Peasants (UNOC) and the Democratic Worker Central 
(CTD). The Project has five main components, which encompass several 
subactivities. The Components are: (1)UNOC, (2) the Urban Unions, (3)

ThLe Rural Unions, (4)Administrative support to AIFLD, and (5)the
 
Salvadoran Foundation. The subactivities under the first three
 
components will cover traditional union activities, such as membership
drives, organizational strengthening, leadership training, collective
 
bargaining training, workers safety, voter participation and vocational
 
training. They will a!so include new social and econcmic programs, such 
as hvman rights training, microenterprise and farm credit programs,
housing, infrastructure, water/saniuation systems, land to the landless, 
and agriculture production and marketing. The fourth component will 
provide support to AIFLD for project management and local operation costs.
 

The objective of the fifth component is to create a private, indigenous,

Salvadoran Foundation to promote social and econmic development,
particularly among the working class and the country's disadvantaged 
groups. The Salvadoran Foundation will establish mechanisms to enhance 
participation and access to benefits by all elements of society which
 
have had limited access to social services and econcmic opportunity.

AIFLD's role will be to provide a mix of long-term and short-term
 
technical assistance to help in the creation and solidification of the 
Foundation, as well as initiate start-up activities. It is expected that
 
at the end of the three year period, the Foundation will have mature-i to
 
become a free-standing, independent Salvadoran development entity. 

Notification: The Congressional Notification for this Project was
 
forwarded to Congress on March 15, 1990 and the mandatory fourteen day

waiting period expired on March 29, 1990, without objection, thereby
 
permitting the obligation of these funds.
 

Waiver: Section 110 of the FAA, "Cost-Sharing and Funding Limits", 
requires that Develpment Assistance (DA)projects receive at least 25 
percent of the costs fran the recipient country. This mandate is not 
applicable as a matter of law to PVO projects. However, A.I.D. has 
administratively determined to apply this requirement whenever possible,
i.e., a non-A.I.D. contribution of at least 25 percent of the total 
Project cost, unless it is waived by the authorizing officer. The nature 
of this project, its political sensitivity and its specific component
objectives, are such that we can not expect a recipient country financial
 
commitment of this magnitude. While there are, in fact, numerous host
 
country in-kind contributions, such as the value of voluntary services 
and community labor on self-help projects, these would be difficult to 
quantify and, in any case, ot approximate 25% of the total Project 
cost. Moreover, AID/Washington has exempted AIFLD from application of 
the PVO policy requirement of deriving 20 percent of its overall funding
from sources other than the U.S.G., in reflection of its special function 
as an AID-intermediary in accomplishing high priority USG goals of
 
promoting democratic develcpment. Based on these circumstances, and in
 
accordance with Handbook 3, Chapter 2, Appendix G, Section E-3, the
 
Mission recommends that you, as authorizing officer, waive the
 
counterpart requirement based on the "Nature of the Project" and "Other, 
Factors- criteria. 



Authori ty: The approval to proceed with this activity was conferred
 
during the AIDtW review of the 1990-91 Mission Action Plan in FY89. 
Delegation of Authority No. 752 dated December 16, 1988, provides you
 
with the authority to sign the attached Project Authorization.
 
Certificate of Appointment ard Delegation of Authority 149.1.43 from
 
December 2, 1985, provides the Mission's Grant Officer, Laura K. 'Mciee, 
unlimited aut-ority to sign Cooperative Agreements and Amendments 
thereto. Ms. Mcghee is prepared to sign the Agreement following your 
approval cf this Action Memorandum, the Project Authorization, and the
 
PIO/T, attad-ied hereto. 

Recommerdation: 1) That you indicate your approval by signing the 
Project Authorization, the Cooperative Agreement and the PIO/T attached
 
hereto; and 2) that you approve waiver of AID policy requiring a 25%
 
non-AID contribution to this PVO OPG Project.
 

APPROVED:' 

DISAPPROVED:
 

DATE: i , .... . ,
 

Drafted by: PRI-:Tradau/ACejia (draft) 
-Cleared by: PRJ:DKennedy (in draft) 

DPP:TIckee (in draft) 
ODI :Gtecce (in draft) 
A/CONT:FBreen (in draft) 
(O:U~c~hee (in draft) 
DDIR:RKArchi - ... . 

Date: 
Date: 
Date: 
Date: 
Date: 
Date: 
Date: 

05-22-90 
05-25-90 
05-31-90 
05-29-90 
05-30-90 
05-3-90

I j§ e 
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AGENCY FOR INTERNATIONAL DEVELOPMENT
 

UNITED STATES OF AMERICA A. I. D. MISSION
 

TO EL SALVADOR
 

C/O AMERICAN EMBASSY.
 

SAN SALVADOR. EL SALVADOR, C. A.
 

PJ= AUTIORIZATIOX 

Name of Country: El Salvador 

Name of Entity: American Institute for 
Free Labor Development 
(AIFLD) 

Name of Project: Democratic Labor Development 

Number of Project: 519-0368 

1. Pursuant to Sections 103 and 106 of the Foreign Assistance Act of 
1961, as amended, I hereby authorize the Democratic Labor Development
Project for El Salvador, encompassing a Cooperative Agreement with the 
American Institute for Free Labor Development (AIFLD), involving planned 
obligations of not to exceed Fourteen Million Four Hundred -nhousand 
Dollars (US$14,400,000) in grant funds over a three year period from the 
date of authorization, subject to the availability of funds in accordance 
with the A.I.D. 0YB/allotment process and administrative approvals, to 
help in financing foreign exchange and local currency costs for the 
Project. The planned life of the Project is three years from the date of 
the initial obligation. In addition, AIFUD shall be entitled to 
reimbursement for costs incurred in furtherance of project objectives 
from the period May 2, 1990 to the effective date of the Agreement. 

2. The Project consists of financial support to enable AIFLD to 
actively promote the process of democratization through the development 
of a strong and vigorous democratic labor movement, representing the 
interests of urban and rural workers in a progressively more open and 
pluralistic society. 

3. The Project Agreement, which may be negotiated and executed by tihe 
officer whom such authority is delegated in accordance with A.I.D. 
regulations and Delegations of Authority, shall be subject to the 
following essential terms and covenants and major conditions, together 
with such other terms and conditions as A.I.D. may deem appropriate. 



a) Source and Origin of Comodities, Nationality of Services 

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

:"i ' " DirecAE 

Ddte 

Drafted by: 	A4ejia, PRJ (draft) Date: 5-22-90
 
Cleared by: 	Tandau, PRJ (draft) Date: 5-23-90 

DKennedy, PRJ (draft) Date: 5-25-90 
T!cKee, DPP (draft) Date: 5-30-90 
GLecce, ODI (draft) Date: 5-29-90 
FBreen, A/CONT(draft) Date: 5-30-90 
U(McGhee, CO (dOaft) Date: 5-30-90 
fRArchi, DDIR Date: -
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