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The purpose of this program is to provide balance of payments assistance to support
economic stabilization and recovery in El Salvador in CY 1986, This program is based on
the Government of El1 Salvador's (GOES) Plan for 1988 which consists of a fiscal and
monetary program to’reduce inflationary pressures and measures to reactivate the export
sector. - - :

Program funds will be depositeé into a /separgég arc]:ggunctog; na%!:ggnts in the U.S.
from which payments for eligible foreign exchange transactions will be made. Eligible
transactions include the importation of of raw materials, intermediate goods, spare
parts, agricultural inputs, and capital goods from the U.S. and Central American Common
Market countries, excluding Nicaragua, and including Panama, and petroleum from A.I.D.
Geographic Code 941 countries. In addition, to be eligible,imports must be for private
sector uses in the manufacturing, agricultural, agro-industrial, commerical,
construction, transportation, services, and energy subsectors.

Upon disbursement of the dollars, an equivalent amount of local currency will be
deposited by the GOES in a separate Special Account in the Central Bank of El Salvador to
be used for mutually agreed upon development purposes consistent with the Foreign
Assistance Act, specifically Sections 103 through 106.

0. a7 iOn

"w. Cut ..,-t(l ¥

LAC/DP: WWheeler “ \,] Zrisensven [ onareasued

5C/LAC: TGelger Tr. blie . ‘
ABRA/ECP: W3armon i 'S JﬁSLJL. &xu¢.22/457

I ~ .10 8ienatTyng Davl
TAC/CEN: CCostello "ty 0

ErO/EA: JMudse

cTo /WA Mienick
FTOLG: moutler

-y
ph i

ﬂr’ Assistant Administrator, LAC

.8

CLAYYIFICATION



"Approval of Methods of Financing:

This PAAD complies with current Agency guidance on methods of financing and has provided
for adequate audit coverage in accordance wi e Payment Verificiation Policy
Implementation Guidance." '

Gary L. Byllesby, ijsroller, LAC
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I. INTRODUCTION

This document requests favorable Washington review and approval of $143.5
million of Economic Support Funds to support the 1988 Economic Program of the
Government of El Salvador (GOES). Upon approval and authorization, $125
million will be disbursed in three tranches under a grant agreement between
the USG and the GOES. The remainder, $18.5 million, will be impounded in a
restricted reserve due to the controversy surrounding the amnesty law in
El Salvador. If released, these funds will be disbursed under an amendment to
the grant agreement, after the 1989 Appropriation Bill is signed.

ESF balance of payments support will be used to finance the import of raw
materials and intermediate and capital goods essential for the functioning of
the Salvadoran economy. The local currency counterpart of the ESF
disbursements will be used, inter alia, for expansion of selected credit lines
for the private sector, guarantee and insurance funds to support private
sector investment, and local currency support for mutually agreed upon
priority public sector investment programs. These uses have already been
agreed to between USAID and the GOES through the Memorandum of Understarding
signed in March, 1988.

The 1988 ESF Program is o support the GOES 1988 Economic Plan which
proposes a continuation of the stabilization effort that achieved success in
1987 1Its principal targets are an inflation rate of 18-20% (as measured by
the CPI1), a decrease of 5-7 percentage points from the 1987 rate, and
increasing the rate of growth in GDP to 3%. To achieve these targets, the
GOES will attempt to arrest any further deterioration of the external and
fiscal imbalances through a strict monetary and credit program, and through a
set of sectoral measures to improve fiscal performance, stimulate export
growth, and to spur production for domestic consumption.



I1. BACKGROUND, 1980-86
A. 1980-83

After a decade of relative economic prosperity, the economy of El Salvador
suffered a 25% decline in GDP. External conditions were at their worst; the
0il price increase was followed by a deep recession in the industrialized
countries plunging internmational cammodity prices to lows from which they have
Yet to recover. There was also the economic consequence of the collapse of
the CAQM, the driving force behind the industrialization of the 1960s ard
1970s, in which El Salvador was a major participant. It was also durirg the
1980-83 period that the civil war reached its peak; direct and indirect damage
to the productive and social infrastructure was estimated at $335 million. A
reform government came to power and attempted to put the country on a new
course based on a series of far reaching changes, including agrarian reform,
nationalization of the banks, and government ownership of the export of coffee
arnd sugar. Even though these reforms may have been a political necessity,
given the state of the war, they and the civil turmoil hurt investor
confidence, and led to considerable capital flight from the country as
entrepreneurs were concerned about the security of their lives and property.

B. 1984-86

During 1984-86, the democratically elected government achieved
considerable success in its goal of establishing a stable democracy in El
Salvador. As the Mission stated in its 1987 PAAD, the Government achieved
impressive results in reducing the intensity of the guerrilla war, in
strengthening the protection of human rights, and in building a viable
democracy.

The GOES achieved less success during this period in stabilizing the
economy and in rekindling the dynamics of econcmic growth. Even though the
contraction of the period 1980-83 was halted, the economy grew more slowly
during the 1984-86 period (2.3%, 2.0%, and 0.6%, respectively) than had been
hoped for given the level of USG economic assistance, although with the
continuing civil conflict, droughts in 1985 and 1986, and a cataclysmic
earthquake in October of 1986, any higher increases in economic growth would
have been surprising. '

Nevertheless, there were other factors at Play in 1984-86, ones directly
related to the political economy of El Salvador. First, ambiguities in GOES
relationships with the private sector continued and were a paramount factor
explaining low private sector investment rates. While the private sector
reqularly requested, and the Government pramised, clear rules of the game,
mone were forthcoming. For its part, the private sector still harbored
considerable resentment over the economic reforms taken earlier in the



decade. Consequently, relations between the two were constantly punctuated by
mistrust, hostility and periods of crisis.

Second, in mid-1986, the GOES lost control over monetary and fiscal
discipline in the wake of the January, 1986 unification of the exchange rate.
Beginning in 1983-84, a progressively larger share of foreign exchange
transactions were passed to the parallel exchange market, and by late 1985
there already had ocurred a significant, effective devaluation. In January,
1986, the GOES unified the exchange rate at 5:1 and widespread protests
followed. In the face of this strong political opposition, the Government was
not able to hold to a set of policies that would preserve the effects of the
devaluation. The social unrest led to accelerated public expenditures and to
rapid monetary growth. This lack of fiscal discipline, along with
accommodative monetary policies, had raised inflation from 11.7% during 1984
to 32% by the end of 1986, virtually eliminating the real effective
devaluation.



iII. THE BOONOMY IN 1987: PROGRAM, PERFORMANCE, AND THE ROLE OF ESF ASSISTANCE

A. THE GOES 1987 EQONOMIC PROGRAM

1. Problems in setting the targets

When negotiatiors began over the 1987 ESF Program, the priority for the
USG was to re-focus GOES efforts on economic stabilization. Early in 1987,
the GOES prepared an annual economic program. After review, the Mission
concluded that it was an inadequate basis for authorization of the FY 1987 ESF
assistance. The program failed to address adequately either the fiscal or
balance of payments implications of the sharp decline in coffee prices. The
monetary program, given the need to close a large fiscal gap was unrealistic.
Altogether, the original program would have led to a further increase in
inflationary pressures, with inflation possibly accelerating to the 40-50%
range by the end of the year, continued deterioration in export
campetitiveness, and further loss of investor confidence.

The Mission informed the GOES in April that further steps were needed, and
extensive negotiations took place in May and June. The GOES substantially
revised its program and decided to take a number of policy steps it had
previously considered infeasible. Several important steps, such as
instituting the special dollar accounts for nontraditional exporters and
adjusting utility rates were undertaken during the year. In addition,
decisions were made on fiscal and monetary variables to make the program more
disciplined and consistent. Negotiations between the GOES and the Mission
were completed in mid-June, and a GOES delegation reached final agreement on
the 1987 program with senior LAC and State Department officials in Washington
on June 19.

2. Summary of key macroeconomic targets

The principal thrust of the GOES 1987 Economic Plan (GOES Plan) was to
stabilize the econamy. The targets included a reduction in inflation (as
measured by the annual average increase in the CPI) fram 32% in 1986 to 25-27%
in 1987, and an increase in the real level of econamic activity (as measured
by the GDP) of 2.2%. These targets were to be achieved primarily through
monetary and fiscal discipline and supported by a sizeable increase in net
official transfers in the balance of payments. Under the pressure of a fall
in coffee tax receipts and increased expenditures on earthcquake reconstuction,
the deficit of the Nonfinancial Public Sector (excluding grant assistance) was
to be held to 5.1% of GDP compared to 2.2% in 1986. Net official transfers
(campensatory and noncompansatory) in the balance of payments, including USG
grant assistance and other foreign earthquake relief, were to increase to $300
million in 1987 from $230 million in 1986. Fiscal restraint and the
substantial increase in foreign resources would permit the monetary



authorities to hold total credit expansion to 15%, with credit to the public
sector increasing at 13%, while allowing an 18% growth in credit to the
private sector. Tight credit programming would allow money supply (as
measured by M2) growth to be held to 22%.

3. Other Sectoral Policies

The GOES Plan also contained a number of sector specific actions aimed at
stimilating production. Most 6f these elements involved special treatment or
incentives, or direct government intervention such as in the allocation of
credit. These actions included, among others, the establishment of a system
of special accounts through which exporters of nontraditional products could
directly use their dollars or sell them to certain eligible buyers, a foreign
investment law which would simplify the complex legal environment that
Presently surrounds the foreign investor and increase profit remittence
levels, a limited opening of coffee exporting to the private sector, and the
privatization of several goverrment owned properties.

4. The Role of The 1987 ESF Program

The 1987 ESF Program was to play a crucial role in support of the GOES
Plan. The import requirements under a 2.2% real growth scenario, in the face
of a sharp decline in coffee revenues and a heavy amortization schedule faced
by the commercial banks, were to place severe pressure on the balance of
payments in 1987. The $157 million under this ESF Program, along with PL~480,
already programmed disbursements of USG grant assistance under the project and
earthquake portfolios, $68 million in earthquake reinsurance payments, and $34
million in other external assistance primarily associated with earthquake
reconstruction, were to play a major role in supporting the reduced inflation
and increased growth targets under the GOES 1987 Program.

5. Policy Dialogue

Given the sensitivity of the GOES to specific conditionality with respect
to AID assistance, the Mission modified its approach in 1987. Accordingly,
the first three tranches of the FY 1987 ESF furnds were to be tied to the
successful implementation of the monetary targets under the program. Only the
final disbursement was contingent on a specific GOES action, as scheduled in
the Plan, to increase utility rates for the electricity company, CEL, the
water and sewerage company, ANDA, and the port authority, CEPA, and to
continued progress in the implementation of the monetary program.



B.  PERFORMANCE IN 1987: TRENDS IN KEY MACROEQONOMIC INDICATORS

l. GDP and its Composition.

According to preliminary estimates, gross domestic product (GDP) grew in
1987 by an estimated 2.6%, a significant improvement over the 0.6% growth rate
in 1986, and slightly higher than the 2.2% growth target in the GOES Plan.

GDP growth accelerated despite a significant decline in coffee export
earnings, as this negative trehd in foreign exchange availability was more
than offset by increases in public and private transfers and an improvement in
the capital account (see III.B.2 below).

The sectors contributing the most to GDP growth were agriculture (2.5%),
manufacturing (3.0%), and construction (14.0%). 1In the agricultural sector,
increases in coffee and corn production more than offset drought-induced
losses for other basic grains such as beans. Manufacturing benefited from
improved access to foreign exchange in the second half of the year, which
eliminated long delays for imported inputs. The expansion of construction
activity occurred mainly in the private sector, with much of the financing
coming from rapidly disbursing AID loans and from insurance payments for
losses incurred during the October 1986 earthquake. There was also same
public sector reconstruction, but this was relatively slow to get under way,
and the major impact of this activity is expected to occur in 1988 and 1989.

In real terms, changes in the broad components of aggregate demand are
sanewhat surprising given the trends noted above. By far, the strongest
contributor to real growth was the export sector (9.7%), as coffee export
volume—stimulated by favorable prices during the 1985-86 Crop year—
increased despite a sharp drop in prices in 1987. BAn B.1% increase in fixed
capital formation was largely offset by a sharp drawdown of inventories.
Qonsumption increased by 1.1%, with the rate of growth of public consumption
(1.4%) exceeding that of private consumption (1.0%) by a much smaller amount
than in 1985-86.

2. Balance of Payments.

The current account deficit in 1987, $61 million, was $63 million higher
than that of 1986. Given the trends in exports and imports, the trade deficit
rose sharply fram $180 million in 1986 to $384 million in 1987. This
deterioration was partially offset by a $68 million improvement in the net
services balance, due to earthquake-related insurance payments, and a $74
million increase in net transfers, public and private.

The most significant development in the current account of the balance of
payments in 1987 was a $164 million decline in exports caused mainly by a
decline of $192 million (36%) in coffee export earnings. Although coffee



export volume was 15% above its 1986 level, the average price per pourd was
only $1.04, compared with $1.86 a year earlier. Cotton and sugar exports were
also lower, but in these cases declines in volume rather than price were
responsible. Shrimp exports rose in value by 21%.

NON-TRADITIONAL EXPORTS
(In millions of U.S. dollars)

1984 1985 1986 1987

Non-traditional 345.2 258.5 208.9 254.1
A 157.2 95.7 91.0 119.6

To other markets 1/ 188.0 l62.8 117.9 134.5

(Annual Percentage Change)

A - -39.1 -4.9 31.4

Source: Central Reserve Bank and USAID estimates.

1/ Includes the gross value of draw-back exports.

Preliminary estimates point to a sharp rebound in the performance of
nontraditional exports. After years of decline, nontraditional exports to the
Central American Common Market (CAQM) grew in 1987 by an estimated 31% due to
the liberalization of the regional payments mechanism. Nontraditional exports
to markets outside the region increased by 14%.

Imports in 1987 rose by a modest 4%. Consumer imports (especially
nondurables) rose by 14% in 1987, while raw material and intermediate goods
imports fell by 7.5% and capital goods imports rose by 30%. These import
figures, along with the observed reduction in inventories, provide support for
accepting the estimated 1987 GDP growth rate of 2.68%.

The reduction in the capital account deficit from $154 million to $105
million was due entirely to an improvement in the private capital balance
(principally errors and amissions) fram -$144 million to -$37 million. The
balance of net official and banking flows dropped fram ~$10 million to -$68



million, due entirely to lower disbursements under external loans;
amortization payments actually declined by about $13 million.

Compensatory flows (ESF and PL-480) reached $216 million in 1987, leaving
El Salvador with an overall balance of payments surplus (or an increase in net
international reserves) of $51 million. This overall surplus in the balance
of payments, however, masked the widening trade deficit and the steady decline
in disbursements of external loans. This latter trend, noticeable since the
early 1980s, is a reflection of the lack of a constructive dialogue between
the GOES and the international financial institutions, especially the IBRD.
The dialogue has improved somewhat with the signing of the IDB loan for ANDA
and the IBRD loan for earthquake reconstruction. Meanwhile, the health of the
balance of payments has come to increasingly depend on emigrants' remittances
and USG foreign assistance.

3. Public Finance

a. The Central Government

The overall deficit of the Central Government (less grant assistance) was
¢908 million, or about ¢282 million less than GOES 1987 Plan projections.
This reflects an effort by the GOES to reduce its fiscal imbalance despite
lower coffee tax revenues and the expenditure requirements imposed by urgent
social demands and the war effort. Thus, although the deficit increased from
the equivalent of 3.0% of GDP in 1986 to 3.9% in 1987, this was significantly
better than the 5.1% deficit envisaged in the program. If the reduction in
coffee tax revenues is included in the analysis, the overall fiscal
performance is more encouraging, since the Central Government deficit
increased by the equivalent of only 1 percentage point of GDP in the face of a
decline in coffee export tax revenues equivalent to 3% of GDP.

The current account balance of the Central Government (excluding grants)
registered a deficit of ¢84 million campared with a ¢48 million surplus
projected in the GOES Plan. Even though current revenue met program targets,
as weaker than budgeted direct tax and coffee tax collections were compensated
for by higher than expected revenues associated with imports, domestic
transactions and non-tax revenues, current revenue was still about 5% lower in
1987 than in 1%%6. This is because the increase in direct taxes, import taxes
and taxes on damestic transactions could not replace an almost 60% drop in
coffee export tax revenues.

Current expenditures were about @115 million higher than the budgeted
amount in 1987. However, this represents a decrease of around 15% in real
terms in camparison with 1986, reflecting GOES restraint in outlays for
salaries, goods ard services, and transfers to public enterprises.



Despite the fact that direct tax revenues were only around 83% of the 19¢
budget estimate, they were almost 21% higher than in 1986, reflecting the
government 's effort to increase income, net wealth and property transfer taxe
in the face of falling coffee taxes. Coffee export tax collections were abo
¢30 million, or almost 8%, below the 1987 budget estimates, and were only
60% as high as 1986 coilections. A surprisingly higher coffee crop (around
350 thousand quintals more than in 1986) was nct sufficient to compensate for
a lower than projected average coffee price in the international market.
Substantial delays in tax payments by INCAFE put the Central Goverrment in a
difficult cash flow position during the last quarter of 1987. Only late in
December did INCAFE pay a large portion of its 1987 tax arrears and reach an
agreement with the Ministry of Finance over the 1986 tax arrears which were in
dispute.

Indirect tax revenues were better than expected in 1987. Import taxes
were arourd 50% higher than budgeted, as imports grew in 1987 at a faster rate
than expected, resulting in import tax receipts 35% larger in 1987 than in
1986. Tax collections associated with domestic transactions (consumption and
service taxes) were better than budgeted increasing almost 30% in 1987 over
1986. Among these, stamp tax revenues were around 36% (or ¢200 million)
higher than the previous year.

Non-tax revenue was about 6% better than budgeted, due to improved
government sales of goods and services. However, collections were 26% lower
than in 1986, since, due to postponed rate increases, public utility transfers
to the Central Government declined. In the case of the electric power
campany, CEL, higher oil prices reduced the coldn profits on oil imports.

Capital expenditures in 1987 grew by 29% over 1986, but were 73% of the
amount programmed in the 1987 Plan, as the GOES attempted to offset the
unfinanced public sector deficit by limiting capital expenditures. In
addition, slow implementation of projects with multilateral and bilateral
financing (i.e., World Bank, IDB, Italy, Germany) also contributed to a lower
rate of execution of the capital budget.

b. The Rest of the General Goverrment

The rest of the General Government (the municipalities and the autonomous
agencies such as the social security institute) ran a ¢51 million surplus in
1987 campared to a ¢44 million deficit in 1986. This result was due mainly
to an increase in the surplus of the social security institute and somewhat
larger transfers to the other autonomous agencies fraom the Central Government.

c. The Public Sector Enterprises

The public sector enterprises as a group (the state power company, CEL,



the water and sewerage utility, ANDA, the port authority, CEPA, the basic
grains stabilization fund, IRA, the tele e campany, ANTEL, and others) ran
a surplus of ¢22 million, down from the ¢42 million surplus in 1986. The
surplus of ANTEL weighed heavily against the deficits of the others. And the
deficits of the others were moderated by the temporary emergency surcharge
(30% on consumers of more than 200 KWH) imposed in March of 1987 on
electricity rates to offset higher operating costs brought on by the drought.

In addition to the the temporary surcharge, there were increases in
electricity, water and port fees as follows:

(1) Water rates 36 percent
(2) Port rates
Users 23 percent
Shipping companies 43 percent
(3) Electricity rates 34 percent

The first two were increased on October 1 and the third on November 1. The
main financial impact of these increases will be felt in 1988, however.

d. The Consolidated Nonfinancial Public Sector

The Consolidated Nonfinancial Public Sector (the Central Government, the
rest of the General Government, and the public enterprises) ran a deficit of
¢788 million, 3.3% of GDP compared to the Plan target of 5.1% of GDP and to
2.2% of GDP in 1986.

4. Money, Credit, and Prices

Financial developments in 1987 were characterized by a marked decline in
the rate of growth in the money supply (M2) from 30% in 1986 to 7.5% in 1987.
This was mainly a reflection of the decline in the rate of growth of total
damestic credit from 11% in 1986 to about 9% in 1987, and a larger than
programmed increase in net international reserves.

The rate of growth of net damestic assets of the banking system was slowed
fram a 19% increase in 1986 to a negative 2.5% in 1987. This contraction was
the result of a low rate of increase in net credit to the public sector, an
even lower rate of increase in credit to the private sector, and to a sharp
contraction in unclassified assets due to a buildup in ESF local currency
counterpart deposits at the end of 1987.

Related to the behavior of net domestic assets was the larger than
programmed increase in net international reserves linked to AID ESF



disbursements late in 1987. The Monetary Program assumed that disbursements
of ESF would proceed evenly over the entire calendar year. However, the GOES
and the USG did not reach agreement on the program until June 1987.
Administrative delays, associated with GOES approval of the grant agreement,
as well as GOES delays in adjusting utility rates of CEL, CEPA, and ANDA,
further postponed ESF disbursements. Consaquently, $157 million of the $204
million programmed was disbursed between Aungust and October of CY1987, choking
BCR counterpart accounts with about #620 million in local currency

equivalent of the ESF disbursements. These deposits were earmarked and were
to be used to finance Central Government Extraordinary Budget operations and
BCR lines of credit to the private sector. However, these resources could not
be spent fast enough to increase liquidity and thus to increase the loanable
reserves of the banking system. Faced with this problem, as well as with an
unfinanced gap in the Central Government budget further aggravated by cash
flow problems, the monetary authorities chose not to introduce more liquidity
into the system by, for example, lowering reserve requirements (effective
reserve requirements were, in fact, increased), earlier repurchase of monetary
stabilization bonds, or extending the use of BCR rediscount facilities. These
efforts to maintain the integrity of the Monetary Program thus resulted in a
slow rate of growth of domestic assets, principally domestic credit.

Credit extended to the public sector by the banking system was under the
ceiling set in the 1987 Monetary Program by ¢79 million. Lower credit
expansion to the Central Government more than offset a larger than programmed
use of credit by the rest of the public sector. Net credit (excluding
deposits) to the Central Government was ¢85 million under the program, while
gross credit to the rest of the public sector (there is no data on deposits of
the Rest of the General Government in the BCR) was only ¢6 million over the
ceiling set for 1987.

Credit to the private sector grew only 8% (about a 17% decrease in real
terms) in 1987 after a 26% increase in 1985 and 22% increase in 1986. The
slow rate of credit expansion to the private sector, representing only 47% of
the programmed amount for 1987, naturally reflects a limited availability of
loanable resources brought about by the factors discussed above and in
addition, a more selective use of rediscount facilities, tighter
administrative controls over credit approvals to avoid misuse of resources,
and a stricter enforcement of legal reserve requirements.

The money supply (M2) or liabilities to the private sector grew only 7.5%
campared to a program target of 22%. This mirrored the contraction in net
daomestic assets, the increase in net intermational reserves, and larger than
programmed payments of medium and long-term foreign (debt) liabilities.

The sharp cut in the rate of growth of money allowed the monetary
authorities to break the back of the inflationary spiral. The rate of



inflation, as measured by the annual average increase in the consumer price
index (CPI), was reduced to 24.9% in 1987 after a 32% increase in 1986. Food
prices increased at a faster rate than the overall index, mainly as a result
of higher edible oil, shortening, fruit, vegetable and street lunch prices.
The ratz of growth of clothing prices was halved in 1987 with respect to 1986.

C. OVERALL ASSESSMENT OF ECONOMIC PERFORMANCE IN 1987

The performance of the Salvadoran economy during 1987 was highlighted by
the success of the GOES in reversing the trends of late 1986, stabilizing the
economy, and achieving a real GDP growth rate of 2.6%, exceeding the target of
2.2%. This was achieved by constraining expenditures in the face of a steep
decline in coffee tax revenues and a slow growth in direct tax revenues.

Aided by the improvement in fiscal discipline, and very effective management
at the Central Bank, the GOES was able to hold to the monetary targets in
spite of very irregular disbursements of ESF balance of payments assistance.
.Even though fiscal discipline came at the expense of public sector investment,
and monetary restraint at the cost of cuts in credit to the private sector,
sound fiscal and monetary management was re—established.

Although the GOES achieved considerable success in the fiscal and monetary
arena, a number of the sector specific actions proposed by the GOES earlier in
the year were not completed in 1987. The foreign investment law was not
passed last year, but a new version has recently been approved by the
President. The implementing requlations for free zones and the full operation
of the one-stop export documentation center CENTREX, part of the export
promotion law, will be completed in 1988. While modest steps were taken to
increase the effective rate of exchage for nontraditional exporters through
the establishment of the dollar accounts, the activity in this market was very
light, their principal effect being to give these exporters priority access to
their foreign exchange. The principal strategy for dealing with the
overvalued exchange rate was to offset it with compensating distortions such
as quantitative restrictions on imports as well as campressing damestic demand.



IV. THE EQCONOMIC OUTLOOK FOR 1988: CONSTRAINTS AND PROGRAM TARGETS
A. QONSTRAINTS
1. External

The price of coffee continues to be a major determinant of El Salvador's
balance-of~payments position and the overall performance of its econamy.
Although world prices have recovered somewhat from their low 1987 average as a
result of the new agreement reached last fall between producing and consuming
countries, the medium-term price outlock remains relatively poor. Moreover,
export volume is restricted under an international quoia system. Since coffee
has averaged 63% of commodity export earnings over the last five years, the
~eak outlook for coffee export earnings is a major constraint to a strong
overall export performance. Sugar, which accounted for 4% of total commodity
exports during 1983-87, will continue to face relatively low world prices, and
its quota in the U.S. market —already sharply reduced over the last few
years— faces possible further reductions.

While El Salvador has the potential to significantly increase its exports
to the United States, particularly under the CBI and 806/807 programs, the
projected modest growth of the U.S. economy —and the OECD countries as a
group— over the next two years could limit the country's opportunities to
enter new markets in spite of added efforts on the part of the GOES to adjust
the policy matrix to be more strongly supportive of nontraditional exports.

Since the 1960s the Central American Common Market (CACM) has been an
important destination for El Salvador's nontraditional exports, particularly
of manufactured goods. Even after the sharp decline in intra-CAMM trade that
has occurred during the 1980s, El Salvador's exports to the CACM averaged 18%
of total cammodity exports during 1983-87. Under a new, relatively free
payments regime among the trading partners, intra-CAMM trade arose in 1987,
for the first time since 1980. This, however, only meant that El Salvador
reqained part of the market that it had lost early in this decade. Although
the regional GDP growth rate is rising, and the new payments regime will
relieve a significant constraint to trade, opportunities for increasing
exports to the CACM are limited because the exhaustion of the easy import
substitution opportunities have limited the expansion of the regional market.
A strong revival of intra-CAM trade to levels that existed in the late 1970s
will require major actions among the trading countries to extend the new
payments regime to all the countries, remove quantitative restrictions on
trade that have been imposed in recent years, and rationalize the common

external tariff.
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2. Internal

Among the internal obstacles to rapid and sustained econamic recovery, the
armed conflict still disrupts econcmic activity in much of the country, and
guerrilla forces continue to cause majcr damage or destruction to both public
infrastructure and private productive capacity; the psychological effect of
increased urban terrorism also negatively affects the investment climate.
Private and public capital expenditures are already too low, and the war
damage diverts scarce resources away frcm new public and private investment to
the repair or replacement of existing productive capacity, thus restricting
El Salvador's medium- and long-run economic growth potential.

Coffee exports have also been discouraged by an inefficient,
government—controlled marketing system whose low and delayed payments to
producers have reduced profit margins. This situation may improve in 1988,
since there are signs that the new management of INCAFE has been able to put
coffee prices on a stable, publicly clear basis, pesging them to ICO
quotations and ending speculation in the futures market. The new management
has also made credit available on a timely basis and has not attempted to
discourage growers sending coffee to privately-owned mills who have been
willing to split the milling fee they receive from INCAFE with the growers in
order to pull in more business. These factors could improve the incentives
for cultivation and replanting of coffee.

Other price distortions in the economy include, notably, controls on
interest rates which discourage domestic financial savings and misallocate
loanable funds toward relatively low-productivity activities. Despite a
reduction in the rate of inflation in 1987, partially offset by a decline in
maximum legal interest rates, the interest-rate structure remains negative in
real terms. However, as the inflation rate declines further in 1988, the
rates will became less negative. Lastly, rates and tariffs for the services
of the utility enterprises, except ANTFL, remain too low to provide long-term
financial viability for these concerns.

Two other factors affecting econamic growth in 1988 and beyond deserve
mention. One is the continued lack of private sector confidence in government
econamic policies, which has an inhibiting effect on private investment beyond
that of the specific price distortions already discussed, and the civil
conflict. The other is the uncertainty surrounding the legislative elections
in 1988 and the presidential elections in 1989.



B. THE GOES 1988 PLAN

l. Overview

SUMMARY OF PLAN TARGETS

1986 1987 1988
Actual Plan Actual Plan
GDP 0.6% 2.2% 2.6% 2.5~3.0%
Inflation 32% 25-27% 25% 18-20%
Overall Public
Sector Deficit
(before grants) 2.23% 5.1% 3.3% 3.7%
BOP (before
compensatory
flows) $millions -$62 -$157 -$165 -$139
BOP Current Acct
($ millions) $1.7 -$150 -$ 61 -$116
BOP Trade balance
($ millions) -$180 -$421 -$384 -$451

The GOES 1988 Economic Plan (GOES Plan) outlines a continuaticn of the -
stabilization effort that began in 1987. Its principal targets are an
inflation rate of 18-20% (as measured by the CPI), a decrease of 57
percentage points from the 1987 rate, and a rate of growth in GDP of 2.5-3%.
To achieve these targets, the GOES will attenpt to arrest any further
deterioration of the external and fiscal imbalances, ef:lorts that will permit
the monetary authorities to limit money growth (M2) to 16%.

The GOES Plan also contains a set of sectoral measures to improve fiscal
performance, stimulate export growth, and to spur the production of goods and
services in the Salvadoran economy. In general, there is an absence of the
price controls and subsidies which were evident in the 1987 Plan. Ard,
important to the Mission, are several measures pertaining to the Land Reform
Program. Among these are committments to complete titling activities for
Phases I and III beneficiaries, the transfer of semi- or abandoned Phase I
land to FINATA for parceling among heneficiaries who did not receive land
under Phase III of the agrarian reform program or to displaced persons, the
elimination of co~management by the state of viable Phase 1II cooperatives
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capable of self-management, and refinement and passage of beneficiary rights
legislation.

As was the case in 1987, the Plan is the product of inter-ministerial
coordination within the GOES. During its preparation, Mission personnel
discussed its development with the GOES at the technical ard ministerial
levels. In the sections below, we will present a summary and evaluation of
the targets and implementation measures contained in the Plan. In Annex 1I
the reader will find an English translation of the complete set of measures
contained in the Plan.

Actual performance under the Plan will rest on a number of factors, not
all under the control of the GOES. GDP growth will be governed prirmarily by
the pace of reconstruction activity and international coffee prices, and to a
lesser extent, on the continued rebound in CAQM trade and a healthy world

economy .

More important are the potential repercussions of the continuing political
activity in the ocountry. A surge in guerrilla violence beyond current levels
will also put serious pressure on the fiscal sector and on private investor
confidence.

2. GDP and Its Composition

The level of real economic activity, as measured by the GDP, is projected
to increase by 3% in 1988. Domestic consumption is expected to rise by 1.3%
and domestic investment by 12%.

The projections by sector of economic activity point to the role to be
played by earthquake reconstruction. Industry is to be the leading sector
with real growth projected at 3.5%. The construction sector, which has a
relatively small participation in total economic activity, is to grow by
17.3%. Both sectors will, of course, be influenced by reconstruction;
oconstruction directly, and industry indirectly through the inputs that it
provides to the construction sector, such as building materials and furniture.

Agriculture and commerce are projected to be the lagging sectors. Th
agricultural sector is expected to grow by 2.4% and cammerce by 2.5%.

3. Balance of Payments

The GOES has undertaken to liberalize the foreign trade regime in order to
stimilate exports, lower the econamic costs associated with quantitative trade
restrictions, reduce contraband, and raise GOES import tax revenues. The
system of dollar accounts for nontraditional exporters (the so-called
"paralelito") has been expanded on the demand and the supply side. On the
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demand side, the market has been opened to include importers in the commercial
and agricultural sectors as well as to those in manufacturing. To this will
be added many consumer items formerly on the prohibited list, which now can be
purchased only in this market. On the supply side, in addition to exporters
of nontraditional products, overseas agencies of Salvadoran commercial barks
that capture dollar remittances from Salvadorans living abroad will also be
able to open dollar deposits.

The structure of the dollar accounts market will insure that
nontraditional exporters enjoy a modest spread over the rate in the official
market. 1In 1988, unlike in 1987, there is a category of imports, formerly on
the prohibited list, now eligible for foreign exchange only through the dollar
acccounts. It is this increase in demand, which cannot be satisfied in the
official market, that will insure a premium over the official rate.

That premium, however, will not likely exceed that offered by the black
market, since at least during 1988, there will exist considerable substitution
between the official market and the dollar accounts. Nonetheless, initial
experience this calendar year has shown a significant increase in the use of
the dollar accounts. Nontraditional exporters are obviously responding to the
rate premium and the flexibility in the use of these accounts.

Imports have been liberalized. The prohibited list has been shortened.
The 100% prior deposit required for the importation of certain items will be
gradually phased out over the year.

Also discussed in the plan is the implementation of several measures that
were introduced in previous years. These include the approval of the foreign
investment law, the implementation of the free zone regulations, and the full
operation of the one-stop export documentation center, CENTREX.

Considering the above measures, the external sector in the GOES Plan is
expected to register an increase of $36 million in net international
reserves. The overall balance, before the inclusion of financing or
compensatory items, is projected to improve by $27 million from the level in
1987, a deficit of $139 million in 1988 versus $165 million in 1987. But
campensatory flows, USAID ESF balance of payments assistance, PL-480 Title II,
and Section 416, are projected to reach $174 million in 1988, allowing an
increase in net internmational reserves of $36 million.

The current account deficit of the balance of payments is projected to
rise fram $61 million in 1987 to $116 million in 1988. The trade balance will
widen to same $451 million spurred by a 10% increase in imports under a 3% GDP
growth scenario, and a export growth of 6.08. The net service balance is
expected to worsen, and more than offset a higher level of private transfers
captured by the banking system. Public transfers, grant assistance for



development projects and earthquake reconstruction, is expected to rise by $52
million.

The deficit in the capital account is projected to fall from $105 million
to $23 million. Official capital will improve due to the flows of bilateral
and IBRD loan assistance for earthquake reconstruction, and the IDB loan to
ANDA; that of banking capital to a lighter external amortization schedule.

4. Public Finance

Austerity and the rationalization of public expenditures are the keyrote
of the 1988 Program. There is to be a continued freeze on public sector
employment and wages, control and gradual elimination of transfers from the
Central Government to the state enterprises and to the rest of the General
Government, and better control by the ministries of the budgets of the state
enterprises under their respective control.

The revenue side of public sector finances is also targeted for
improvement. Beginning in 1988, the GOES will begin to improve the efficiency
of tax collections through a program of training and through the improvement
of accounting and auditing systems. There will also be a modification and
expansion of the National Lottery.

As a result of these and other measures, the consolidated nonfinancial
public sector deficit (before grants) is programmed to rise slightly from
¢788 million in 1987 to ¢1044 in 1988 which, in relative terms, will result
in an increase in the deficit from the equivalent of 3.3% of GDP to about
3.7%. The current savings of the public sector will increase from ¢88
million to ¢306 million, due mainly to an improvement in current revenue.
Capital expenditure will rise by some @406 million, or 18%.

The deficit (before grants) of the Central Government is expected to be
the equivalent of 2.9% of GDP, down fram 3.9% in 1987 resulting from an
improvement in current savings of @186 million, more than compensating for
#30 million increase in capital spending.

The financial position of the set of public enterprises (the state power
campany, CEL, the water and sewerage utility, ANDA, the port authority, CEPA,
the basic grains stabilization fund, IRA, the telephone company, ANTEL, and
others) is programmed to shift fram a surplus in 1987 to a deficit of @262
million in 1988. The current account surplus, or current savings, will
increase slightly from the level in 1987, due primarily to expenditure
restraint on the part of ANTEL and IRA and to the rate increases that took
place late in 1987. But, the deficit in the capital account will increase due
to a doubling of capital expenditure, mainly because of an expanded —and much
needed— capital spending program by ANDA being financed by a IDB loan.



The overall public sector deficit (including grants) will be financed
largely through an increase in foreign borrowing, a large part of which is the
IDB loan to ANDA. Net internal financing of the deficit will fall from ¢376
million to ¢176 million. However, these numbers do not include a sizeable
increase in Central Bank borrowing to capitalize the arrears in interest
payments owed by the Central Government to the BCR. These interest arrears
make up a very large part of the floating debt of the Central Government, and
played an important part in deficit financing during 1987. This issue will be
covered below under the evaluation of the GOES Plan.

5. Money, Credit, and Prices

In 1988, the fight against inflation will be continued through strict
monetary and credit restraint. Money growth (as defined by M2) will be held
to 16%. The expansion of banking system credit to the public sector will be
limited to 9.0% and credit to the private sector will be targeted for a 17.3%
increase. Monthly levels of reserve requirements have becn set in the program
ard will be enforced. The sale and repurchase of monetary stabilization bonds
will smooth out seasonal fluctuations in banking system liquidity.

As was the case in 1987, credit to the private sector will be managed
through the allocation of quotas in the banking system and the strict
supervision over their use. Credit targets will be set by sector of economic
activity and quotas will be set for the commercial banks and for the BCR. Up
to 15% of the total credit extended by the commercial banks from their own
resources will be targeted for small and micro enterprises.



V. THE FY 1988 ESF PROGRAM
A. RATIONALE

The purpose of the ESF Program is to provide the external resources that
are necessary for economic growth and stability while Salvadoran society
builds a democratic system in the face of civil war. The key to this effort
is to follow the success that was achieved in 1987, to encourage the GOES to
continue the economic stabilization program which, along with a judicious
blend of economic reform measures, will build investor confidence through a
further reduction in inflation and the demonstration of sound economic
management .

The balance of payments assistance under the 1988 ESF Program is essential
for the successful implementation of the GOES 1988 Economic Plan. Under the
Mission projections for the balance of payments in 1988, the GOES will require
a total of $187 million of compensatory finance, even if the GDP growth rate
is, as we have assumed, less than the targeted 3%. Even with disbursements of
$125 million under the 1988 Program (not including the impounded reserve)
added to the $30 million of 1987 ESF funds disbursed early in 1988, the GOES
will still be forced to draw dovm $17 million in reserves to meet the external
financing requirements of the GOES Plan. If the reserve, $18.5 million, is
disbursed late in 1988, a reduction in reserves will probably not be
necessary. In the absence of ESF assistance, the monetary authorities would
be forced to reduce import demand through a drastic reduction in domestic
credit. The alternative would be higher inflation. In either .ase, the
targets of the GOES Plan would not be achieved.

The GOES has begun to construct the foundation for economic reform. The
authorities succeeded in stabilizing the economy in 1987, in breaking the back
of inflation. The Mission considers that to be the most significant
achievement under the GOES 1987 Plan. To accomplish this, the Government
exercised fiscal discipline and monetary control, a notable departure from the
uncontrolled spending and lax monetary policy of the last half of 1986 when
inflation reached 32% on an annual basis. The Ministry of Finance has
exercised control over spending and has put in place new accounting systems to
continue fiscal control in the future. The monetary authorities have shown
their determination to control money growth.

The GOES Plan contains a fiscal and monetary program to further reduce
inflationary pressures in the Salvadoran economy and a set of measures to
reactivate the export sector. The Mission considers the targets as well as
the program inherent in the Plan to be consistent with the social and
political realities in El Salvador. Due to the civil war and to the
developing, but still delicate, domestic political situation, the most
appropriate approach is to encourage continued sound economic management and



build investor confidence through a reduction in the rate of inflation. At
the same time, the GOES Plan has introduced a set of measures that will
stimulate modest export growth, but will not trigger the political and social
turbulence of late 1986.

If the GOES were to adopt a more expansionist set of economic measures
now, before the maturation of its stabilization effort, the effects could be
counterproductive. A radical reform of the exchange rate regime, or an
adjustment in the structure of domestic interest rates, could, like in 1986,
lead to economic or social instability and a weakening of the GOES resolve to
maintain fiscal and monetary discipline. If an adjustment in the exchange
rate regime is to have a positive impact, it must change relative prices
between the tradable and nontradable goods sectors, and permit more profitable
investments in export activities or in industries that compete with imports.
If this, or other reforms, were to take place in an atmosphere of fiscal
indiscipline, or uncontrolled wage and salary demands, the shift in relative
prices would orly be momentary.

Qonsequently, the Mission proposes the acceptance of the GOES Plan that,
in addition to the monetary and fiscal restraint, includes economic measures
which over time will begin a process with non-inflationary, export-led
growth. In the short-term, the Mission believes that the set of incentives
contained in the 1988 Plan will provide a modest stimulus to the producers of
nontraditional exports, encouraging expansion and new private sector
investments, without imparting undesireable shocks to the economy. The system
of dollar accounts will provide the nontraditional exporter with a higher rate
of exchange to liquidate export earnings. The liberalization of imports will
reduce the import substitution bias implicit in quantitative trade
restrictions. The passage of the foreign investment law, the implementation
>f the free zones requlations, and the full operation of CENTREX, will reduce
>osts for the exporter.

Over the longer run, as the stabilization effort leads to increased
investor confidence, hopefully during the next year, the Mission will begin to
negotiate annual plans that will camplement stabilization measures with
additional economic measures and structural reforms. During the Washington
review of the 1987 PAAD, the Mission was tasked to perform a number of
in-depth studies that would examine the constraints to growth in the
Salvadoran economy. The Mission has underway, or under preparation, several
such projects. The first will be a study that will evaluate the
administrative and allocative efficiency of the financial sector in El
Salvador. The second is a project designed to improve the efficiency of tax
collections in El Salvador. Another will be a study to identify the price and
non-price barriers to nontraditional exports in El Salvador. Lastly, the
Mission will examine several alternatives with respect to a liberalization of
the exchange rate regime. These efforts will provide the Mission with a
practical policy dialogue agenda during the implementation of the long-run
phase of our strategy.
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B. POLICY DIALOGUE IN 1988

The Mission has identified several issues with respect to the
implementation of the GOES Plan which will be addressed, and hopefully
resolved, in discussions with the GOES during the normal process of policy
dialogue during 1988. In the sections below, we have outlined a number of
concerns which will be discussed during monthly and quarterly meeting with the
Government.

1. CAESS

In particular, heavy emphasis will be laid upon the need for the GOES to
move promptly to negotiate a fair value for the assets of the Compania de
Alumbrado Electrico de San Salvador (CAESS) and reach an equitable settlement
with the U.S., Canadian and Salvadoran shareholders. Efforts will also be
focused on meeting the quarterly targets, and on obtaining a consensus between
the GOES and CAESS on what actions should be taken to resolve any protlems in
that reaard.

2. The External Sector

The target for net reserves in the GOES Plan was an improvement of $36
million, but Mission estimates of the balance of payments for 1988 indicate
that the GQOES target for net reserves is based on rather optimistic
projections of net foreign flows. USAID estimates the overall deficit in the
balance of payments for 1988 (before compensatory finance) to be $49 million
higher than that contained in the GOES Plan. The major difference lies in our
projection of the current account deficit which is $58 million higher than
that of the GOES, due to our lower estimate of disbursements of official
transfers for development projects and earthquake reconstruction. The Mission
concludes that the GOES will likely suffer a $18 million reserve loss (in the
absence of the $18.5 million unauthorized reserve), rather thar experience a
$36 million reserve improvement, in meeting the growth target in the 1988
Plan. GOES efforts to defend the reserve target will be discouraged.

3. The Fiscal Sector.

Our analysis of the fiscal accounts for 1988 have also raised several
small, albeit manageable, problems. First, the deficit for the nonfinancial
sector may be larger than that included in the Plan projections. Current
revenues could be ¢32 million lower, and current expenditures could be ¢51
million higher. In this case, the GOES would likely resort to an
underexecution of the capital budget to avoid exceeding the ceiling on banking
gystem credit to the public sector. For this reason, our estimates include
same ¢120 million underexecution of the capital budget.



Second, there remains a disagreement between the BCR and the Ministry of
Finance with respect to the capitalization of interest on domestic bonded debt
owed by the Central Government to the BCR. This interest in arrears makes up
a large part of the floating debt carried forth from 1987 to 1988. The fiscal
accounts for 1988 include the capitalization of these arrears as a
below-the-~line financing item; the monetary program, however, does not make
provision for it. If the problem is not resolved, the present level of
floating debt will be carried over into 1989; a problem, but not one that is
likely to upset the monetary program.

lastly, the financial health of the public utility companies will require
further rate and tariff adjustments, which at present are not explicitly
stated in the Plan, although they are being contemplated by the GOES.

4. Money and Credit

The Mission judges the monetary program to be internally consistent and to
provide sufficient credit to allow the real sectors of the economy to achieve
the 1988 growth targets. However, the Mission does see several problems
which, by themselves, will not derail the monetary program, but may complicate

monetary programming.

First, different outcomes in the external and fiscal accounts (see above)
than those projected in the 1988 Plan will require adjustments in the monetary

program.

Second, there is the concern that the banking system will be unable to
capture sufficient financial savings to permit the projected credit expansion
from their own resources. In the event that this concern becomes reality, the
BCR would find it difficult to make up the shortfall, through, for example,
more than programmed use of rediscount facilities, without losing monetary
discipline and, thus, control over inflation. What the Mission sees as a
likely scenario is one similar to that which occured during 1987. The
underexecution of the capital budget, an event predicted above, will result in
a de facto sterilization of part of the local currency counterpart of the ESF
disbursements.

Another concern is the credit programmed for INCAFE. During 1987, INCAFE
was seriously in arrears in payments to coffee producers and in tax payments
to the Ministry of Finance. In 1988, the CCES hopes tc avoid this problem by
providing INCAFE with a larger line of credit from the BCR. The outstanding
credit would be repaid at the end of the calendar year, as INCAFE began to
receive payment for overseas coffee sales. It is hoped that the improved
management in INCAFE will facilitate that process. However, if INCAFE does
not retire its debt on schedule, monetary programming could be complicated.
The BCR would, for example, find it difficult to achieve the programmed use of



the rediscount facility which could jepordize credit flows to the private
sactor.

5. MAgrarian Reform

The Mission will encourage the GOES to take decisive action for early
implementation of the measures, as spelled out in the GOES Plan, with respect
to Agrarian Reform.

C. STRUCIURE OF THE 1988 ESF PROGRAM

The 1988 ESF Program consists of $143.5 million to support the GOES 1988
Economic Plan. Of this amount, $18.5 million has been impounded into a
restricted reserve due to the controversy surrounding the amnesty program in
El Salvador. The Mission seeks full apportionment of the $125 million which
will be disbursed in three tranches according to the schedule below. If
released, the disbursement of the $18.5 million will be made once the 1989
Appropriations Bill (or Continuing Resolution) is signed.

June $40
August : $40
October $45
December $18.5 (if released)

Each disbursement will follow a quarterly review of GOES performance under
the 1988 Plan. The Mission will hold monthly meetings at the technical level
with representatives of the GOES to discuss issues relating to the
implementation of the GOES Plan. This will be followed by a discussions at
the ministerial level and full quarterly performance review reported to
Washington by cable. Following this, a disbursement will take place, assuming
reasonable adherance of the GOES to its Plan.

According to AID Environmental Procedures, an IEE for this PAAD is not
required as AID does not have direct involvement in approving requests for
foreign exchange for critical imports. According to HB 3, Appendix 2D, an IEE
is not required when "AID does not have knowledge of or control over, and the

cbjective of AID in furnicshing assistance does not require, either prior to
implementation of specific activities, knowledge of or control over, the
details of the specific activities that have an effect on the physical and

natural environment for which financing is provided by AID."



As in the ESF Programs for 1986-87, ESF disbursements will support the
implementation of the GOES Plan. The grant agreement will contain only one
covenant relating to GOES performance in implementing the Plan. Under this
covenant, the GOES will agree to release, in a timely fashion, all economic
and financial data required by USAID to monitor GOES performance under the
1988 Plan.

V1. MANAGEMENT OF DOLIAR FUNDS

A, SEPARATE ACQOUNT

Following the precedent established in FY 1985, the FY 1988 Continuing
Resolution (CR) requires that any ESF placed in the Central Reserve Bank of
El Salvador be maintained in a separate account. In designing the procedures
which will govern the Separate Account for FY 1988 the Mission considered that
the intent of this requirement was four-fold: (1) that A.I.D.-supplied ESF
funds not be co-mingled with other BCR funds; (2) that A.I.D.-supplied ESF
funds finance specific eligible transactions; (3) that the cash transfer
nature of the program not be altered; and, (4) that the Separate Account
mechanism be flexible enough to permit changes based on experience and
developments which affect its efficiency. Further, the Separate Account
mechanism was designed in order not to undermine the purpose of the assistance
to be rendered.

Following the foregoing guidelines, the Separate Account will operate
along the following lines. USAID will disburse funds directly into the
Separate Account which, at the discretion of the BCR, may be distributed among
several accounts at private U.S. banks and/or the Federal Reserve Bank. The
BCR has opened several accounts in U.S. commercial banks for this purpose.
Disbursements, which will be made upon a formal request by the BCR and
campliance with specific objectives of the program associated with the
schedule of disbursements, will neither take place at a rate faster that that
contemplated in the Grant Agreement, nor will they exceed the amounts
established in the same agreement.

Before disbursements to finance imports are made from the Separate
Account (s) the BCR will determine eligibility for financing in accordance with
the program's eligibility criteria and will undertake price verification.
Cammercial banks may apply for reimbursement for imports financed under the
TCIP. This modification to the system adopted in FY1986 fully recognizes and
facilitates the role of commercial banks as financial intermediaries and key
participants in international trade, while maintaining the accountability
required of the Separate Account(s) mechanism. Supporting documentation for
each import transaction financed under the program will be on file at the BCR
and readily available to USAID for independent audit and price checking (see



Section VII.C., below). For final liquidation, the BCR will provide USAID/El
Salvador with a listing of completed paid transactions for which full
documentation will be available at the BCR. The Mission's Private Enterprise
Office or its designee, with the assistance of the Mission Controller, will
conduct an eligibility review of all transactions submitted by the BCR.

In order nmot to inhibit the smooth disbursements of the program (and hence
not undermine its objectives), USAID will make a posteriori determination of
eligibility for all transactions and of price verification for selected ones.

Should the A.I.D. review, which will be based on a review by a U.S.
contracted firm, show unsatisfactory results, the BCR would be asked either to
refund the Separate Account for the amount of the transactions found to be
ineligible or to submit to A.I.D. substitute eligible transactions.

As currently established, certain authorized commercial banks approve some
imports based on guidelines from the BCR and make foreign exchange available
to importers from an operating limit established by the BCR. Upon completion
of the transaction, the commercial bank applies to the BCR for reimbursement
of liquidated operating limit balances to return its operating account to its
original limit. In time, the BCR reviews transactions for applicability to
the Separate Account criteria and, if applicable, reimburses itself for those

amounts concerned.

Although statutory requirements, including those of Section 604 of the FAA
(regarding source, origin, and price tests) do not apply to the Separate
Account, the Mission will continue to press for the maximum import
transactions from the United States consistent with Salvadoran needs. Given
the foregoing, the Mission proposes to continue with the following eligibility
criteria for imports financed under the Special Account:

—That they be raw materials, intermediate goods, spare parts,
agricultural imports, and capital goods from the United States, CBI-designated
CAQM countries, Panama, and petroleum fram other code 941 countries;

—That they be for the use primarily of the private sector in the
manufacturing, agricultural, agroindustrial, commercial, construction,
transportation, services and energy subsectors of the econamy.

Based on experience with the 1985 program, the Mission believes that the
Separate Account procedures laid cut above represent a substantial improvement
over the Separate Account mechanism established initially under the Program.
The modified procedures are conducive to orderly disbursements into and out of
the Separate Account without compramising the accountability required of the
program. Nonetheless, changing circumstances may require additional
modifications to the mechanism in order to ensure its smooth operation. The

Mission will consult with AID/W on any major changes that may be required.
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B. SOURCE

The Mission proposes to continue with the source eligibility criteria
utilized in 1987 which includes eligible items from the U.S., CBI-designated
CAMM countries, and Geographic Code 941 oil producing countries. One hundred
percent of the value of eligible transactions involving petroleum and its
derivative imports fram 941 Code countries may be charged to the Separate
Account(s). In such cases the BCR must reimburse 3.4% of the naminal value of
the transaction to the Separate Account, which is the value of petroleum
imports that the Mission estimates are used for military purposes.

C. PRICE CHECKING

As documented in the March 1987 International Finance Consultants, Ltd.
report, BQR price verification is increasingly effective and broader in scope
and has undoubtedly made the export of capital through under- or overinvoicing
much more difficult than previously. Additionally, the exchange rate
unification reduced incentives to under- or overinvoice. Price checking is
being conducted following the criteria developed by the Arthur Young team.
For instance, all transactions involving $5,000.00 or more and/or involving
duties in excess of 100 percent of value are price checked. There are in
excess of ninety other criteria developed in the AY report from which the
joint BCR/AY team have drawn and incorporated procedures into the price
checking system.

In order to verify the effectiveness of the Price Checking Unit, USAID
will perform price checking a posteriori on a selected group of transactions
which USAID has already accepted as eligible for financing under the program.

D. THE QOLON EQUIVALENT OF ESF DOLLARS

The BCR will deposit in local currency and according to AID/El Salvador
instructions, an equivalent amount to the U.S. dollar disbursement(s), at the
highest exchange rate which is not illegal.

It should be noted here that the "highest rate which is not illegal” will
not be the rates negotiated between holders of special dollar accounts. It is
the Mission's interpretation that paragraph 2.341 (C) of A.I.D. Exchange Rate
Policy (per 87 State 186082) covers the question of the special dollar
accounts. That paragraph states:

"EXCHANGE RATES ARE SOMETIMES ARRIVED AT BY ARM'S LENGTH NEGOTIATION
BETWEEN TWO PARTIES, SUCH AS TWDQ RANKS, OR A PRIVATE FIRM AND A BANK AND
MAY DIFFER FROM THE HR FOR COMMERCIALLY SOUND REASONS. INSISTENCE ON AN
EXCHANGE RATE EQUAL TO THE HR IN SUCH CIRCUMSTANCES MAY BE
COUNTERPRODUCTIVE AND INHIBIT THE ORDERLY CONDUCT OF BUSINESS TRANSACTIONS
AND THE INCREASED RATE OF EQONOMIC GROWTH THAT THE POLICY SEEKS TO
STIMULATE." (HR refers to highest rate).


http:5,000.00

In any case, trying to have the BCR deposit colones at the "dollar account
rate” would be counterproductive to our policy attempts to get some movement
on the exchange rate, especially for nontraditional exports. We believe that
if we insisted, the GOES would back off of its efforts to make the special
accounts work better.

The deposit of local currency must occur within two (2) working days from
the BCR receipt of the telex from the USAID/El Salvador Controller's Office
notifying of the disbursement(s).

The BCR must send evidence of such deposit(s) to USAID/E1 Salvador
Controller's Office within five (5) working days from the day the local
currency was deposited. :



VIIi. THE LOCAL CURRENCY PROGRAM

A. 1OCAL CURRENCY USES

1. 1987

In CY1987, ESF and food aid totalled $161.0 and $42.1 million,
respectively. The resulting $203.1 million equivalent in GOES-provided local
currency counterpart furthered ten Mission objectives (in millions US$):
agricultural production, $15.92; private sector, $60.0; stabilize financial
structures, $60.32; promote exports, $3.0; infrastructure, $39.59; family
planning, $0.2; health, $13.23; education, $1.8; strengthen democracy, $1.8;
and $2.24 to assist displaced persons. It also contributed $20.0 million to
El Salvador's national budget, $18.0 for the Agrarian Reform Compensation Fund
and $5.0 million to the Mission's OE trust funds.

Of the funding listed above, $29.0 million went into credit lines; $18.0
million into an Investment Insurance Program and $13.0 million into a
Guarantee Fund. Local currency provided $16.78, $7.67, $4.0, $5.0 and $4.0
million in counterpart required local, respectively, to A.I.D., IDB, IBRD,
CABEI and French sponsored projects and contributed $62.65 million to priority
development activities of the GOES.

2. 1988

In CY1988, the ESF balance of payments support program and food aid will
total $197.9 million ($30 million under the 1987 ESF Program, $125 million
under the 1988 ESF Program, and $42.9 million in PL-480 Title I and Section
416). Due to the amnesty issue, another $18.5 million in ESF has been
impounded. The resulting GOES local currency counterpart will provide
resources against ten Mission objectives (in millions US$): agricultural
production, $13.31; private sector, $49.74 (mostly in the form of credit lines
and an insurance fund); stabilize financial structures, $0.3; pramote exports,
$40.46; infrastructure, $49.08; family planning, $0.2; health, $8.79;
education, $5.86; strengthen democracy, $2.04; and assist displaced persons,
$1.12. It will also contribute $20.0 million to El Salvador's Central
Government budget and $7.0 million to the Mission's OE trust funds. The
impounded $18.5 million has been placed into a restricted reserve to be used,
if released, for private sector activities. The local currency section of
each objective identifies .the specific activities receiving local currency
financing. It should be noted that the memorandums of understanding (MOUs)
governing the uses of the CY1986 GOES local currency program have already been
executed for all three programs (ESF, PL~480 Title I and Section 416).



B.  LOCAL CURRENCY FUNDS MANAGEMENT

All local currency received under each agreement goes into a separate
account at the Central Bank (BCR). Unspent balances of funds assigned to
implementing agencies also remain in the BCR, in project specific accounts.
The Mission has been setting up and monitoring special accounts for a number
of years. Both Mission and GOES personnel have become accustomed to working
with the accounting arrangements needed to meet statutory and policy
requirements.

This year the Mi:sion has bequn to refine the local currency programming
process and to reduce the number of management units. As indicated above,
Mission and GOES priorities have moved most local currency into private sectc
credit lines or development projects. In the recently completed joint
programning exercise for CY1988, the Mission and the Ministry of Planning
(MIPLAN) set the priorities for local currency allocation as follows: (1)
counterpart for A.I.D. projects, (2) courterpart for other donor projects, (3
private sector assistance, (4) GOES development projects. Programming,
reporting and monitoring on a project basis increases control of funds and
helps A.I.D. to insure that GOES funding is indeed provided for the activitic

agreed upon.

The Implementing agencies receive local currency only in accordance with
an action plan approved by MIPLAN and A.I.D. MIPLAN and A.I.D. fulfill their
monitoring responsibilities by analyzing and approving action plans, by
requiring progress reports on activities carried out under action plans, by
conducting field visits, and by having audits performed. With respect to
local currency provided to the Central Government buwdget, A.I.D. and MIPLAN
agree on line items to receive the funds and the Ministry of Finance provides
MIPLAN and A.I.D. periodic reports on expenditures by line item; normal GOLS
audit and control procedures (including an expenditure by expenditure review
by the Court of Accounts) apply. The GOES has requested that the Mission
report and account for funds used by the Mission under its trust fund
arrangement.

The GOES has with A.I.D. assistance developed and implemented procedures
and mechanisms to limit to the maximum extent the possibility of
mismanagement, fraud and abuse of its local currency resources. A first
critical step in this process was the creation in 1983 of the Technical
Secretariate for External Financing (SETEFE) within the Ministry of Planning,
which was designed to program and monitor the entire Extraordinary
(investment) Budget (dollar and local currency) provided by AID and
potentially other donors to the Salvadoran Public Sector.

In 1984 A.I.D. carried out an assessment of the capacity of the GOES to
adequately manage the extraordinary budget in terms of financial controls and



management procedures. On the basis of the establishment and gearing up of
SETEFE and reviewing the role and procedures of the Court of Accounts, it was
found that adequate systems were in place to assure sound management of the
budget. Subsequently, due to the tremendous increases of size and complexity
of the budget over the succeeding three year period an update to the
assessment was done in late 1987 by the A.I.D Controller staff. Again, thanks
to strengthened capacity in both SETEFE and the Court of Accounts, due mainly
to local currency financed staff and technical inputs, a positive finding was
achieved allowing further programming of local currency through existing
channels and systems although further work needs to be done as described
below. (In this connection, it should be noted that regardless of the
financial controls established in any system, even in our own country, no
system is fool proof against abuse by dishonest and often creative people.)

With respect to GOES audit capacity, the GOES (ourt of Accounts is the
main player, performing both pre and post functions. However, the law
creating the Extraordinary Budget and SETEFE gave SETEFE the authority to
carry out audits where necessary of all activities financed by the local
currency program through the extraordinary budget. SETEFE began its audit
program in late 1984, and the first reports were submitted in 1985. By late
1986 71 audits had been commissioned. Although admittedly the audits,
conducted by local and U.S. affiliated firms, were of uneven quality, some 70
percent of the recommendations (contained in a sample of 35 of the audits) had
been instituted by the implementing entities (as verified by a recent Peat,
Marwick and Mitchell evaluation). In October 1986, the earthquake destroyed
the SETEFE office building, and the organization was obliged to play a lead
coordinating role in the programming of both USG and other donor emergency
assistance related to the quake which resulted in a one~year hiatus in audit
activity. The audit program was reinitiated with vigor, however, in the fall
of 1987.

By mid-1987 it had become evident that despite extraordinary effort, the
sheer volume of the program plus the added burden imposed by the earthquake
and the responsibility that SETEFE had acquired to program resources for other
donors, was beyond the capacity of the Secretariate's dedicated but small
staff at the time. As a result, an A.I.D financed evaluation was carried out
of the structure and capabilities of the organization in November 1987. Among
other things, this resulted in the naming of a full time deputy director who
in turn hired a specialist whose sole responsibility is to coordinate C.P.A.
firm audits. In addition, SETEFE at A.I.D's urging in cooperation with
RIG/A/T has adopted U.S. Government auditing standards published by the U.S.
Oontroller General and has agreed to employ only pre-qualified U.S. affiliated
firms.

Recently, we have made arrangements to take the above process several
steps further. The Mission's new Technical Support Project to be obligated



later this Spring under which some $1.5 to $2.0 million is to be utilized to
provide additional technical assistance and training to the Court of Accounts,
SETEFE and the Ministry of Finance to upgrade financial controls, monitoring
and end use checking capability. In the case of SETEFE, this will involve
creation of a new unit for end use checking and follow-up monitoring
capability. An increased amount of GOES local currency counterpart will also
be made available for this purpose.

With respect to the Court of Accounts, the key institutional vehicle in
the GOES for control of the disbursement process, commencing in June 1987
A.I.D has been financing training and technical assistance to the institution
to improve management and capacity. As of the end of February 1988 over 600
examiners and clerks had been trained in modern government financial control
procedures. Technical assistance has also been provided to develop a
Department of Planning and manuals for various operational aspects and audit
functions along with a training center. In addition, improved internal
controls and audit policies and regulations are also being established.

In sum, while the Mission is convinced that the basic financial integrity
systems governing the GOES local currency program require strengthening and
both we and the GOES are chanelling greater resources to that end, significant
financial control systems are in place to help assure the proper use of the
local currency program. Moreover, strengthened GOES financial controls coming
out of present efforts could have a long term desirable developmental impact
for El Salvador.

Although the CY1983 local currency program is already in place in a
projectized manner, given recent A.I.D/W draft and informal guidance, the
Mission is given same thought to what a non-projectized local currency program
might look like in future years. There are two alternatives; "sterilization"
and general or sector-specific GOES budget support. At the present, we dGo not
believe that either alternative course of action would be as effective in
assuring productive investment of local currencies as the present system of
mainly projectized local currency activities, even with apparent higher levels
of financial vulnerability.
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11-Acr-B8

6ross Dosestic Product by Sector

Prel,  Proa.
1979 1980 1981 1982 1983 1984 1985 1986 1987 1988

(In eillions of current colones)
6ross Dosestic Product B607.2 B916.6 B4AL.S B986.2 101S1.B 11£57.2 14330.8 19762.9 23543.8 281311
Prieary production 8177 2491.9  2118.5  2089.0 2175.7 2336.0 2631.3  3995.6 3319.9  3s22.0
Agriculture 2508.2  2480.2 2108.0 2075.4 2160.5 2319.B  2610.6 39%B.9 J261.8  3589.0
Hinirg . 11.3 12,5 13.6 15.2 18.2 20.7 26.7 38.1 53.0
Secondary production 1641.6 1874.4 1834.9 1B82.1 2159.4 2473.6 3118.0  4050.9 9cB4.7  $523.9
Manufacturing 1337.6  1339.4  1359.1 1381.B 1572, 1837.1 2345.7 308S5.7 4017.7  4878.4
Construction 336.8  305.9  284.2  300.6 4.4 355.3  437.0  S47.1 773.6  1085.3
Ulilities 167.2  1€9.1 1916 199.7  243.9 281.2 3353  418.1 493.8  580.2
Services 4247.9  4590.7  4693.1 4995.1 SB14.7  6BAS.b  8581.S5 11716.4 14939.2 17985.2
Cosaerce 2005.5 2037.7 2027.4 2085.8 2509.5 29B4.B  3897.8 S426.5 1533.4  937¢.1
Bovernsar! services 7837 9164 9435  1049.7  1176.9  1366.2  1602.8  1978.5 299.7  2535.5
Transpord, starage,and

coaaunications 291.9 313,53 328.2 3467 4115 4B0.6  B13.3  B15.8 1053.6 1274 4

Finance 2861 301.9  29%.,2  330.8  357.B  402.1  442.0  Skd.0 640.0  730.6
Housing 318.3  JBL9  411.8 4710  S37.9  429.5  T47.4  939.3 1162,9  13%4.8
Diher 562.4  637.3  4Bb.B  70B.1  B23.1  982.4 1278.2 1794.3 2289.6 2711.8

(In aillions of 1942 colones)
bross Deaestic Product 3601.6 3289.3 3016.8 2847.7 2870.4 2935.6 2993.6  1012.5 3092.3 31BS.0
Prisary production 891.1  B45.0  791.3 7544 730.5 7547 Teb.6 723.b 742,22 760.6
Agriculture 887.3  B4L.1  787.5  750.6  726.8  750.9  742.8  719.7 737.8  795.5
Kining 3.8 3.9 3 3.8 3.7 3.8 . 3.9 4.4 5.1
Secordary production 908.4  B03.3  721.8  &71.1  8B7.5 4914 T19.3  737.4 748.6  808B.5
Manufacturing 656.8  5B,2  525.0  4B0.9  490,5  496.9  Si15.4  528.3 44,1 §63.1
Construction 143.9  111.4 94,4 90.4 92,2 8.7 90.9 93.3 106.4 124,
Utilities 1072.7  105.7  102.4 99.8 1048 107.6  113.0  115.8 118.1 120.6
Services 1802.1 §ed1.¢  1503.7 1422,2 14524  14R9.5  1527.7  1551.5 1581, 1615.9
Coeserce 159.7 25,0  531.9  468.3  4B1.3  487.1  489.5  491.0 01,3 513.6
bovernreni services 332,239 3460 356.3  2159.9 3845  AlL.6  430.1 438.7 M47.5
Transcort, storage,and

topounications 208.8  193.7 72,5 161.3  170.9  175.6  178.8  179.7 183.0  187.3

Finance 106.1  102.6 93.1 98.5 98.7 99.7 102.7 104,2 106.7  109.5
Housing 126,9  130.0  133.8  137.3  140.1 142.3 1444 144.8 47,1 1487
Other 268.4  247.8 2264  200.5  201,5  200.3  200.7  201.7 204,7  208.3

Source: Central Reserve Bank ; and AID estisates.
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{i-Rpr-BE
Bross Doeestic Product by Sector: in 1942 colones
) Prel. Prog
1979 1980 1981 1582 1983 1984 1989 1986 1987 15835
(Annual percentage change)

bross Dosesiic Product -8.7 -8.3 -5.4 0.8 2.3 2.0 0.6 2.6 3.0
Pripary production 9.2 -b.4 -4,7 -3.2 3.3 -1.1 -3.1 2.b 2.9
Aoriculture 3.2 ~b.4 4.7 -3.2 3.3 -1.1 =31 2.9 2.4
Mining 2.b -2, b 0.0 -2.6 2.7 0.0 2.6 12,8 15.9
Secondary produciion -11.6  -10.1 -7.0 2.4 0.6 4.0 2.5 4.2 5.2
Manufacturing -10.7  -10.4 -B.4 2.0 1.3 3.7 2.5 3.0 3.5
Constructicn -22.b -15. -4,2 2.0 -5.7 4.6 2.6 14.0 17.3
Utilaties -1.9 -3 -2.9 5.0 2.1 5.0 2.9 2.0 2.1
Services -8.9 -8.4 -5.4 2.1 2.b 2.6 1.6 1.9 2.2
Cosserce -17.7  -14.9 -12.0 2.8 1.2 0.5 0.3 2.1 2.5
foverneent services 2.9 1.2 3.0 1.0 6.8 1.0 4,3 2.0 2.0
Transport, stzrage,and

comaunicalions 7.2 -10.9 “b.9 8.0 2.8 1.8 0.5 {.8 2.3
Finance =3.3 -9.3 5.8 0.2 1.0 3.0 1.3 2.4 2.6
Housing 2.4 2.9 2.8 2.0 1.6 1.5 0.3 1.6 1.8
Dthef '7'7 -Bnb -1104 °|5 -006 002 0.5 1.5 1-8

{As percent of GDP)

6ross Dosectic Product 100,0  100.0  1¢0.0  100.0  100,0  100.0  100.0 100.0 100.0  100.0
Primary oroducticn 4.7 85,7 26.2 26,3 5.4 5.7 L9, 2,0 24,0 23,9
foriculture 246 8.6 .l 26.4 23,3 5.4 PN 23.9 23.9 23.7
Mining 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.2
Secondary orcduction 5.2 PLN | 23.9 3.6 24,0 FAN) 24.0 2.3 4.9 5.4
Hanufacturing "1B.2 17.8 17.4 16.9 17.1 16.9 17,2 17,9 17,6 17.7
Construction 4.0 3.4 3.1 3.2 3.2 3.0 3.0 3.1 3.4 3.9
ilities 3.0 3.2 3.4 "~ 3.9 3.7 3.7 3.8 3.8 3.8 3.8
Services 50.0 9.9 49.8 49.9 50.6 50.7 51,0 1.9 511 50.7
Cosserce 21.1 19.0 17.6 16.4 16.8 16.4 16.4 16.3 16.2 16.1
foverneent services 9.2 10.4 115 12.5 12.3 13.§ 13.7 14.3 14,2 14,1
Transport, stcrzoe,and

copsunications 5.8 5.9 5.7 3.7 6.0 6.0 6.0 6.0 5.9 5.9
Finance 2.9 3.1 3.1 3.9 3.4 3.4 3.4 3.5 3.5 k|
Housing 3.5 4.0 4.4 4.8 4.9 4.8 4.8 4.8 4.8 4.7
Diher 1.5 1.3 1.3 1.0 1.0 6.8 8.7 8.7 b.é 8.5

Source: Central Reserve Bank ; and AID estimates.



ANNEX I
3 of 14

11-Apr-B8
National Incose Accounts
Prel. Proo.
1979 1980 1981 1982 1983 1984 1985 1984 1987 1985
(In aillions of current colones)
BDP al marke! orices B407.2 B91h.4 Bb46.5 B966.2 10151.8 11457.2 14330.8 19762.9 23543.8 28131.1
Exports ol geods and
nonfactor ‘services J1B2.2 3J04b.1 2382.5 2042.3 2486.0 2535.9 3199.2  4B94.! 44045 4317.5
Irports ol gcocs and
nonfactor ‘services 3196.9  2944.4  2902,2 2552.7 3036.3 3326.6  42B3.0  5649.7 5907.4  5409.0
Gross doeestic expenditure B621.9 BE3A.9  G14b6.2 94TH.6 10702.1 12447,9 15414,6 20516.5 25045.3 30222.4
Consuaption 7065.7  7652.0 7935.1 8291.2 9478.4 11053.5 13840.2 17897.3 22023,6 26404.9
Private 9932.7 6404, b 65565  6376.5 7B7L.4  91B4. 1 11640,3 15094.7 18829.4 22744.4
Public 11330 1247.4  136B.6  1414,7 1607.0  1869.4  2219.9 2B02.4 Jo34.2  Jed0S
Bross fixed invesieent 1517 1210, 1173.0  1129.6 1179.8  §335.9 17233 25%5.5 3025.5  1971.3
Private 989.6 3746  939.2  565.0  715.7  BBO.O  1250.7 2091.1 2360,8 31035
Public 922,0  835.5  933.8 G446 4641 A5, 472,46 S502.4 b64.7  6b1.8
Changes in inventories My -27,2 96,1 95.8 43.9 98,8 -168.9 25.7 -22,8  -153.6
{In aillions of 1942 colones)
GDP at markel prices 3601.6 3289.3 3016.B 2847.7 2B70.4 2935.46 2993.4 3012.5 J092.3 3185.0
Exports of geeds and
nonfactor services 785.8 816,06  690.4 580.4  705.0  474.4  54B.) S6b. 4 621.3 440,86
laports of goods and
nonfactar services 690.4  59B.4  785.8B 166 695.8  T10.4 7139 6940 690.4  717.5
Bross doaestic expenditure 3506.2 3271.1 3112.2 2B873.9 2841.2 2971.6 3039.4  3140.1 J161.4  3261.9
Consueption 3015.8 2859.1 27160 2520,1 2535.6 2636.3 2742.8  2755.5 2785.0 2B21.4
Private 2648.2 2412.1 2283,0 20BA.6  2095.7 2175.3 22%0.6 2244,9 2267,  2301.3
Public 367.6  447.0  433.0  435.5  439.9  4p1.0 492,22 510,64 517.7  §20.3
Bross fixed invesiaent S08.4  422.0 3767 3.7 I35 J20.8 3536 3RO.I 411.0 460,84
Private 76,0  1B6.0 1613 1637 178.0  159.4 2419  265.8 310.5  349.2
Public 2.4 2360 215.4 175.0 135,53 12,4 1147 94,3 100,95 111.2
Changes in inventories -18,0  -10.0 19.5 7.1 12,1 s  -3.0 4,3 -34,6  -20.1

Source: Central Reserve Bank ; and AID estimates.
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13-Apr-E8
National Income Accounts
(Annual percentage change)
Prel, Prog.
1980 1981 1982 1983 1984 1985 1984 1987  {%Bo
(In millions of current colones)
BDF at market prices 3.¢ -3.0 3.7 13.2 14,8 22.9 37.9 19.1 19.5
Exporls of gocds and
nonfaclor ‘services -4,3 2.8 -14,3 21.7 2.0 26.2 53.0 -10.0 <2.0
Isports ol noods and
nonfactor services -1.3 2.1 -12.0 18.9 9.6 28.8 3.9 4.6 8.5
Gross dosestic exoenditure 2.5 3.7 3.4 12.9 16.3 23.8 331 22.1 20,7
Consueption 8.3 3.7 4.5 14.3 16,6 25.4 a1 23,2 19.8
Private 8.0 2.5 4.7 14,5 16.7 2b.7 29.7 4.6 25,0
Fublic 10.1 9.7 3.4 13.4 16.3 18,7 26.2 15.4 12.6
Bross [ixed investment -20.0 -3.1 -3.7 4.4 13.2 29.0 0.5 16.7 .3
Private -44.9 -6.2 8.5 22.3 23.0 42,0 87.2 12,9 31,5
Public 2.7 -16.0 2.0 -14.8B -1.9 3.8 6.3 32,3 30,4
Chances in invenlories -16L, 1 -313.b 4,0 213 3.3 -388.7 -qlS. -188.7  §73.7
{In sillicns of 1962 colones)
60P at parket prices -8.7 -8.3 -5.b 0.8 2.3 2.0 0.4 2.6 3.0
Exporis of qoods and
nonfactsr services -21.5 120 -14.8 19.8 -4.3 -3.9  -12.b 9.7 3.1
Jennrie nf npnde ang
nonfactor “services -13.3 33 215 12.8 2.1 0.5 -2.8 -0.% 3.9
6ross doeestic excenditure =b.7 -4.9 1.6 0.5 3.9 3.0 2.4 0.7 3.2
Lonsueption -5.2 -5.0 -1.2 0.6 4.0 4.0 0.5 1.1 1.3
PHVHE -809 -514 '8'7 0.5 3.8 3:5 '013 lno 1.5
Public 21.6 -3.1 0.4 1.0 4.8 6.8 3.7 1.4 0.5
Bross fixed investiaeni -17.0  -10.7  -10.1 -1.4 2.3 10.2 1.9 8.1 12,0
Private -32.6  -13.3 1,9 8.7 12.0 21.3 18,1 8.6 12,5
Public 1.3 -6.7 -18.8 -22.6 ~10.4 -8.0  -15.6 b.b 10,6
Lhanges in inveniories -44,4  -295.0 -12.3 -29,2 19.8 -3%.2 -112.2 -B68.9  -41.9

Source: Central Reserve Bank ; and AID estimales.
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Financang of irvesteent

Gross national savings
Private sector

Public sector

fForeign savings 1/

5 of 14
Financing of Invesisent
Prel. Proo.
1979 1980 1981 1982 1983 1984 1985 1986 1987 193
(In sillions of current tolones)
1556,1  1182.9 11341 1185.4 12237 13944 15544  2619.2 3002.7  3810.7
989.6 5746 539.2 £gs5.0  715.7  8BU.b 1250,7  2091.1 2380,8  3103.9
§22,0 435.5 5338 sad.b  4b4,1 4553 72,6 S02.4 pe4,7 8018
0,5 -27.2 58.1 95.8 43.9 58,5 -188.9 25.7 <22,8 -153.b
1556.1 1182.9 11341 1185.4 12237 13944 1554.4  2619.2 3002.7 3617.7
15966 1180.2  Stb.b sg2.7  683.8  7%6.3 870,86 2155.4 1952.7  2282.7
1083.1 1138.3  §79.2 500.3 7916 925.3 459.4  1437.8 1693.4  1BZ8.4
9135 8.9 -22.6  -1l.b -107.8  -185.0 J72.2 717.4 256.3 4341
-40.9 2.8 574.5  802.7 £39.9 43,1 7238 453.8 1050.0  1555.0
(As percent of BDP)
18.1 13.3 13.1 13.2 12.1 12,0 10.8 13.3 12.8 13.6
11.9 6.4 6.2 8.9 7.0 7.5 8.7 10.6 10.0 1.0
bl 7.1 6.2 b.1 4,6 3.9 3.3 2.5 2.8 3.1
0.5 -0.3 0.7 0.6 0.4 0.5 -1.2 0.1 -0.1 -0.%
18.1 13.3 13.1 13.2 12.1 12,0 10.8 13.3 12,8 13,6
18,9 13.2 6.4 6.9 6.7 6.5 5.8 10.9 8.3 8.0
12,6 12.8 6.7 6.7 7.8 7.9 3.2 7.3 7.2 6.9
6.0 0.9 -0.3 -0.2 “1.1 -1.4 2.6 T.b 1.1 1,9
-0.9 0.0 b.b 6.7 3.3 8.9 5.1 2.3 4,5 9.9

1/ Current account balance exclu
Spurce: Central Reserve Bank ; @

dino official transfers.
nd AID estisates.



08-Apr-B3
Susamary Balance of Paylsnts
{in aillions of U,S. dollars)
TARGET  REVISED  EDES AID
1984 1985 1986 1987 1987 1/ 1983 2/ |8
Lurrent account -213.4  -204.4 1.7 -149.8  -60,8  -116.0 -174.0
Merchandise trade <231,7  -26b.2 -180.0 -420.4 -384.4 -450.7 -423.0
Exports, f.o.b 1258  695.1  754.9  S79.4  S90.9  624.5  29.0
Iaports, c.i.f 97,5  -9%1.3  -934.9 -1090.0 -975.3 -1075.2 -1052.0
Servicesinet) -{e2.4 -114,2  -74,1 b.1 =3.7  -55.6  -b3.0
Nonfactor 4.3 14,4 93,0 142.1 120.9 72,0 54.0
Factor <148.7  -128.6 1201 -136.0  -126.6  -127.6 -117.0
Direct Investsent =925 M6 =359 -23.8 <405  -14.b -4.0
Interest 94,2 -BA0  -91.2 -112.2  -Bs. 1130 -113.0
Private transfersinet) 130.2  136.9  142.8 127.5  190.5  200.3  184.0
Public transfers 30.5 39.1 93.0 137,2  138.8  190.0  128.0
U.5. AID 21.8 33.3 73.1 103.7 106.7 132.9 94.0
Other official 2.7 S.B 19.9 33.5 32.1 57.1 34,0
Lapital account 74.0 83.6 -154,3 1.4 -104.5  -22.5 -13.0
Private and net errors ang =21 13.0  -144,3 0.0 =389 14,5 -29.0
cRissions
Public(nel) 92.2  106.2 64,0 8B. 6 28.6 89.3 71.0
Disburseeents 3/ 130.6 152.0 114.2 125.1 84.2 139.9 123.0
faprtizaticns 3p.4 4.8 50.2 56.5 59.6 50.6 52.0
Fark capitlal inet) -16.1 <356 =740 -76.0  -94,2 -37.3  -58.0
Dishursesents 141.1 118.2 141.8 78,1 101.4 124.4 105.0
Anortizations 157.2  151.8  215.8 151.1 197.46 161.7  160.0
Bold revaluaticn 90.7
Dverall balance(-deficit) -139.4 -120.8 -89 -157.2 -15.3 -138.5 ~-187.0
Change in recerves(-increase) -7.4 46,8  -75.4 -b.5  -50.7 -35.4 17.6
U.5.coepensatory aid 4/ 147.0  187.6  137.3 163.7 2160 173.9  189.4
FSF-ROP 35,0 160.0  130.0 156,0  204.0  159.0  1%55.0
PL-480 TITLE 1] 12.0 7.6 7.3 7.7 7.9 7.0 6.5
SECTION 41¢ 0.0 0.0 0.0 0.0 4.1 7.9 7.9

Source:Central fecerve Pank of EL Salvader and USAID estinate.
1/1987 dala skews Central Reserve Yank Jatest BOF esiimates,

2/ boes BGP proyections for 1938 have been adjusted to reflect BCR's

non-traditioral exports,
3/1ncludes PL-43) Title [.

1987 revisions on

L LT T TP ey
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08-Apr-B8

Merchandise Exopris(f.0.b.}1/
(in willions of US dollare)

TARBET REVISED  COES

1984 1985 1986 1987 1987 1/ 1568 2/
Total exports, (fob) 725.9 495,01 7549 §79.3 £90.9 24,5
Er??ilional gxports 499,1 519.9 585.9 400.3 3B2.2 3947
of fee
value 43,9 457.9 5391 3630 3473 5L
voluse 3530.4 3417.4 2901.7 3300.0 3348.9 2997.9
unit value 125.7 134.0 1B5.8  110.0 103.7 117.2
Cotton
value 9.1 29.0 4.3 2.8 2.3 b.b 40
voluse 114,44  513.8 131.6 61,2 58,6 130.5  BO.O
; unit value 79.5 56.4 3.2 458 39.2 50.6  50.0
ugar
3alue 259 232 253 1.0 121 17 1,0
voluee 1636.2 2422.4 2144, 1777,2 8214 1578B.3 1095.0
unit value 15.8 9.6 1.8 107 147 8.7 1.0
Shriao
value 20.2 9. 17,6 15,5 20,5 23.1 0
voluse S030.0 2585.0 4364.0 3624.0 4266.0 4331.0 0
unit value 4.0 3.8 3.9 4.3 4,8 9.1 9
Nontraditionz] expcets 226,86  175.2 169.0 179.0 20B.7 229.8
157.2  95.7 91,0 976 119.6 1317
to other sarkets 9.6 79.5 78.0 BLA  BY.1 9B
{Annual percentage change)
Total exports -4.2  -4.2 8.6 -23.3 - 5.7
Traditional exporls -8.2 42 12,7 -IL7 0 -3A.8 3.3
Coffee
value 1.6 3.2 1.1 -l -3G.b 1.2
volune -9.8  -3.2 -15.1 17 15,4 105
unit value 12.4 6.6 387 -40.B -44,2 13,0
Cotton
value -g3.6 218,7 -B4.5 -37.8 -48.9 187.0
voluee -p5.1 9.1 744 -53.5 -55.5  122.7
5 unit value 10.6 -29.1 -39.4 3L9 L6 2900
ugar
value -35.4  -10.4 9.1 -24,9 -52,2 13,2
voluee -15.6 481 -1L5 -17.1 -61,7  92.1
unit value =237 -39.2  22.6 9.1 249 -40.8
Shriep
value 72.6 -51.5 135 -8.8 20,6 127
voluse £34.9 -49.0 70,1 -17.0 -2.2 b.2
unit value -21.3 <50 .6 10,3 211 6.2
Nontraditional exports 6,7 -2.8 -L5 5.9 25 10
£en -4,7 -39.4 49 7.3 34 10,1
To other markels $%,0 12 -L9 L4 12 10
{In percent of total value)
Total exports 100,0 100,0 100.0 $00,0 100.0  100.0
Traditional exports 88,8 748 77,6 89.1  bAT 3.2
Coffee b1.2 459 TLA4 82,7 5B.B 56,3
Cotton 1.3 4,2 0.4 0.5 0.4 1.1
Sugar 3.6 3.3 3.4 3.3 2.0 2.2
Shriap 2.8 1.4 2.3 2.7 3.5 3.7
Nontradilicnal exports J.2 5.2 2.4  30.9 353 3.8
MCCA 21,7 13,8 f2.1 168 20,2 211
To cther sarkets 9.6 11,4 10,3 141 15} 157

Source: Cenlra) Reserve Bank and USAID estimates.

1/ 1987 data shows Central Reserve Bank latest ectimates on non-iraditional exports.
2/ BOES ROF troyeclions for 1963 have been acjusted o rellect BCR's 1987 revisions on
ional exporis.

non-tradi

3/ Voluee in thousands of guinials; unit value in dollars per quintals.
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7 of 14


http:Exoorts(f.o.b.ll

04-Apr-8d

Merchandise laportsic.i.f.)

(in sillions cf dollars)

———— ———-

TARGET ACTUAL  GOES  AID
1984 1985 1986 1987 1987  19BB 1968
Total ieportsic.i.f.) 977.5 941.3  934.9 1000.0 &75.3 1073.,2 1052.0
Consuzer goods 276,5 258.8 208.0 233.5 237.1 261.5 290.0
Nondurables 238.5 210.9 178.9 204.3 208,9 230.3 245.0
Durables 38,0  47.9 291 29,2 28,2 312 45,0
Raw materials 568,08 S44,B 550.1 577.6 S508.8 960.9 539.0
Agriculture 523 755 70.0 75.6 43.0 47.4  45.0
0! which: fertilizers 250 395 49.5 335 2.9 29.7 250
Industry 1/ 450.9 4231 4251 4C4.9  411,1 453,01 434.0
Construction eaterials 50.6 46,2 55.0 7.1 54,7 404 80,0
Capital goods 132.2 157.7 1768 18B.9 229.4 2%2.8 223.0
Agriculture 13.0 135 1.3 133 1.1 11 10,0
Inductry £2.6 43,3 450 55.0 MM.2 164 710
Transport 53.4 47,9  §0.0 75.7 105.9 116.7  102.0
Constructicn 3.2 6.2 8.5 147 9.4 10.4 10,0
Dther 18.0 268 20.0 32.2 2.8 3.2 30.0
Meeorandup
Total ieporis
excluding pelroleua §47.2 B28.§ B32.9 €91.7 B75.2 9837 941
Petroleun 1eperts
Value 130.3 33,2  82.0 108.3 100.1 111,35 §10.9
Voluoe (e.bb) 4.4 4.7 4.9 3.9 9ed 3.6 5.6
Unit value(USs/t.) 296 28,3 167 19.7  lg2 19.9  19.8
60P in willions of Dollars 3837,0 4036.0 4231.0 4527.0 4409.0 S209.4 514B8.0

§/Includes petrclece products
Scurce:Central Rezerve Bank of

EL Salvador and USAID estisate

ANNEX 1
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Monetary Dala
(In aillions of colones)
) Deceeber 31 (Actual) Nonetary levialion Decesver 3l 1633
- - mevseecomenosee Prcgr.Tar351 {roe vec, —m-===-=esn=--
1984 1985 1988 1987  Dec.3t, 1387 31 Target Prograe
Banking Systee
Net International Reserves 1/ 1132,2  1365.8  1255.4  1509.2 1287.9 221.3 1688. 1
Net Dosestic Assets 4212.0 7009.7 B343.0 Bi3B.1 9494.9  -1356.8 8593.4
Domestic Credit £932.6 7180.9 7977.4 BA70.7 9189.8 -519.1 9921.9
Credat to Eublic sector 2/ 2001.5 2346.7 2213.3  2430.% 2509.9 -719.4 2648.9
Central bovernwent (net) 1560.4  1B20.5 1833.7 1773.4 1858.8 -85.2 1948.6
Credit 3/ 2033,9 2238.6 2297.5  24bb.7 2543, =76.95 2566.7
Deposits -473.5 -418.1 -bb3.8 -b%3.1 -484.4 -8.7 -420.1
Rest of public sector 41,1 526.2 S79.6  h56.9 651.1 5.8 702.3
Official credit institutions 669.2  640.8 56,5  T71L.7 b867.7 4.0 790.1
Credit to private sector 3321.9  4193.4  5107.6 5528.5 8012.2 -483.7 6462.9
fther (residual) 279.4  -171,2  3e5.6  -532.0 305.1 -837.7 -928.3
Mediua/long-ters foreign Jiabilit. 3036.0 2857.6 2455.5 1967.0 2063.9 -96.9 1780.6
Liabilities to private sector 4308.2 5S17.9 T144.9  7480.3 B718.9  -103B.% 8701.1
Money 1812.0 2310.3 2794.5 2807.2 3502.7 -695.% 3289.2
Quasi-soney 2496.2  3207.6 434B.4  4873.) 5216.2 -343.1 5611.9
Central Reserve Bank
Net International Reserves 1/ B35.4 B28.8  B90.4 1180.5 872.9 307.4 1588.1
ket Domestic Assets 3821.2  4016.2 3556.1 3282.4 4164.5 -BB2.1 3408.9
Dosestic Credit J216.4  3718.9 33%0.2  4117.9 IB17.4 300.5 4375.5
Public sector (net) 1698.7 1978.2 16€7.2 2126.2 1964.3 261.9 1940.9
Central Governaent 1424, 1639.5  1338.1  1422.4 1474.8 -52.4 1541.8
Credit 3/ 1875.0 2020.0 1988.1 2077.3 2104.8 -21.9 2116.7
Depocits -453,7  -380.5 -630.0 -454.9 -630.0 -24.% -574.9
Rest of public sector 274.4  338.7  39,] 703.8 389.5 314.3 398.7
Credit 353.1 435,01  475.0  545.2 546.5 -1.3 582.3
Deposits -78.7  -96.4 -125.9 158.4 -197.0 315.6 -183.%
Coseercial tanks 67,0  BES.9  B17.3  1037.6 1046,0 51.6 1458.5
Dthers nonbank financial inst, B.9.7 BS4.B 8457 §54.1 967.1 -13.0 976.5
Private 237.8 2140  189.2 162.4 239.4 -57.0 18¢.4
Public 402.9  &40.8  856.5 7117 667.7 44,0 790.1
Other (residual) 404.8  297,3  205.9 -B35.% 7.1 -1182.6 -966.4
Mediua/long-ters foreign liab. 3028.8 2851.8 2442.2 1962.3 2053.0 -90.7 1775.9
Liabilities to comsercial banks 7841  901.5 B32.8 1192.6 1542.3 -349.7 1489.9
Bank deposits 710.7 841,061 11352 1434.8 -299.1 1314.0
Banks' cash in vault 3.4 40.5  114.7 36.9 107.5 -50.46 115.9
Stabilization Bonds 0.0 0.0 0.0 0.0 n.d. Ned. n.d.
Liabilities to nonbank
financial institutions 9.4 11.9 15.0 10.0 18.0 -8.0 12,0
Currency in Circulation 835.3 1079.8 1156.3 1298.0 1424, 1 -126.1 1519.2

Source: Central Reserve Bank.
1/ ?gta for 1984 and |965 has been adSusted to make it cosparable with the following {ears.

e tolon was cevalued and the gold hodings were revalued {o reflect the mavket fate in January 1986,
2/ lﬂé‘pi?vﬁié gggtg;edlt as deposits of the rest of the public sectcr are included in hiabiiitties to

3/ Includes C75.7 willion classilied in the 1987 Program as unallocated resources.



05-Apr-83
Monetary Data
{Relative Change)
Deceaber 31
1985 1984 1987 Prog.B8
Banking Sysies
Net International Reserves 1/ 0.4 -8.1 20.2 11.9
Net Domestic Assets 12.8 19.0 -2.5 10.5
Dosestic Credit 2.0 1.1 8.7 14,4
Credit to public sector 2/ 17.2 -3.7 9.8 9.0
Central Boverneent (net) 16,7 -10.3 8.6 9.8
Credit 3/ 10,1 2.4 7.4 4.1
Deposits -11.7 38.8 .4 -10.5
kest of public secter 19.3 10.1 13.3 6.9
Official cred:t institutions 3.2 2.5 8.4 11.0
Credit to private cector 26.2 21.8 8.2 17.3
Other (residual) 1613 -313.6 -245.7 743
Nediue/long-ters foreign liabilit, -5.9  -14,1  -19.8 -9.3
Liabilities to private sector 28.1 29.5 1.3 15.9
Koney 2.5 2.0 0.4 17.2
Quasi-aoney 28.5 35.6 12,1 13.2
Central Reserve Bank

Net International kecerves 1/ -0.9 7.4 32.6 17.6
Net Domesiic Assels 5.1 -1L5 -1.7 3.9
Doeectic Credit 13.6 -9.9 22.9 4.3
Public sector (net) 16.5 -7 26.0 -8.7
Central Governcent 15.1 -18.4 6.3 B.4
Credit 3/ 1.7 -2.4 5.9 1.9
Deposits -15.6 85.6 £.0 -12.2
kest of public sector 23.4 3.1 10,6  -43.4
Credit 23.2 9.2 14,8 4.8
Deposils 22.5 30.6 -226.0 -213.8
Coeaercial banks J0.% =17 34.3 32.9
Others nonbank financial inst. 1.7 -1.1 5.7 9.2
Private -10.0  -1L.$ -3.4 2.2
Public 8.3 2.5 8.4 11.0
Other (residuall -50.8 -30.7 -505.B 15.7
Nedius/long-tera foreign liab. 5.8 -4 -197 -9.5
Liabilities to coesercial banks 15.0 -1.4 43.2 24,9
Bank depousits 18.3  -14.% 98.6 21,0
Banks' cash in vaull -17.6 92.9 -51.2 103.7
Stiblhlillon Barlds ll.l. n-‘. no‘n nl.l

Liabilities to nonbank
financ1al institutions 2b.b 2b.1 =33.3 20.0
Currency in Circulation a3 1.1 12.2 17.0

Source: Central Reserve Bank.
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Consolidated Operations of the Central Government
(In millions of Colones)
1987_ 1988
1984 1985 1986 Progr. Prel. Progr. Proj.
Current Revenue 1537.5 1918.7 2845.9 2723.0 2706.9 2978.9 2950.8
Tax Revenue 1342.5 1666.0 2539.5 2510.9 2515.1 2749.1 2721.0
Nontax Revenue 195.0 252.7 306.4 212.1 191.8 229.8 229.8
Current Expenditure 1770.4 1908.9 2567.2 2675.0 2790.3 2877.7 3029.3
Consurption 1300.2 1453.1 1841.7 2083.3 2208.9 2240.1 2384.1
Wages and salaries 1004.9 1182.0 1456.9 1691.3 1748.4 1839.8 1924.1
Goods and services 295.3 271.1 384.8 392.0 460.5 400.3 460.0
Interest 165.3 171.5 260.0 250.9 241.2 256.2 256.2
Transfers 304.9 284.3 465.5 340.8 340.2 38l.4 389.0
Capital Revenue 1.4 0.2 2.4 ze= 0.1 == ==
Grants 382.6 150.6 311.8 652.9 597.8 418.3 418,3
Capital Expenditure 474.0 541.6 601.9 1066.6 773.6 853.3 673.6
Fixed Capital Formation 346.3 369.5 484.6 792.6 498.1 753.2 577.9
Transfers 127.7 172.1 117.3 274.0 275.5 100.1 95.7
Net Lending -21.6 6.2 269.2 171.3 51.3 75.6 75.6
Current Account Balance =232.9 9.8 278.7 48.0 -84.3 101.2 -78.5
Surplus/Deficit (=)
Before Grants -683.9 =537.8 -590.0 -1189.9 -908.2 =-827.7 -827.7
Overall Surplus/Deficit (=) =-301.3 -387.2 -278.2 -537.0 -=310.4 =409.4 —409.4
External Financing 211.4 268.8 286.1 29.3 -95.4 356.5 356.5
Internal Financing 89.9 118.4 -7.9 507.7 405.8 52.9 52.9

Source: Central Reserve Bank of El Salvador

W
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Operations of
Rest of the General Government
(In Million of Colones)
1987 1988
1984 1985 1986 Progr. Prel. Progr. Proj.
Current Revenue 433.6 439.8 567.2 586.0 586.0 693.1 682.0
Tax Revenue - -.- - - - - -
Nontax Revenue 433.6 439.8 567.2 586.0 586.0 693.1 682.0
Current Exvenditure 468.5 427.1 473.4 512.9 496.5 584.6 590.3
Consumption 331.0 335.1 371.7 398.0 396.9 444.7 458.0
Wages and salaries 240.4 255.0 279.4 306.3 306.3 351.8 358.0
Goads and services 90.6 80.1 92.3 91.7 90.6 92.9 100.0
Interest 87.3 41.6 34.7 20.3 5.0 20.3 20.3
Transfers 50.2 50.4 67.0 94.6 94.6 119.6 112.0
Capital Revenue 25.3 23.9 14.3 135.2 135.2 30.5 30.5
Grants 63 11 .= == mm == 0.2
Capital Exmenditure 123.2 145.9 175.8 173.0 173.0 112.4 112.4
Fixed Capital Formation 123.2 145.9 175.8 173.0 173.0 112.4 112.4
Transfers - - - - - - -
M=+ Tonding -0.1 -0.1 -23.5 0.3 0.3 0.3 0.3
Current Account Balance -34.9 12.7 93.8 73.1 89.5 108.5 91.7
Surplus/Deficit (=)

Before Grants -132.7 =-109.2  -44.2 35.0 51.4 26.3 9.2
Overall Surplus/Deficit (-) =126.4 -108.1 —44.2 35.0 51.4 26.3 10.5
External Financing -1.0 -0.8 -1.5 -1.5 -1.5 -1.5 -2.0
Internal Financing 127.4 - 108.9 45.7 -33.5 -49.9 -24.8 12.5

Source: Central Reserve Bank of El Salvador
/ /
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Operations of the Nonfinancial Public Enterprises
(In millions of Colones)
1987 1988
1984 1985 1986 Progr. Prel. Progr. Proj.
Current Revenue 807.6 794.0 1226.9 1883.9 1339.0 1062.7 1352.8
Tax Revenue - - - - - - -
Nontax Revenue 807.6 794.0 1226.9 1883.9 1339.0 1062.7 1352.8
Current Expenditure 666.8 688.5 1079.1 1165.4 1256.9 966.8 1212.4
Consumption 511.9 561.2 799.2 960.7 1037.7 798.8 1044.1
Wages and salaries 157.7 192.5 245.9 297.0 300.7 300.4 304.1
Goods and services 354.2 368.7 553.3 663.7 737.0 498.4 740.0
Interest 85.2 33.5 146.6 153.4 189.9 136.3 136.3
Transfers 69.7 93.8 133.3 51.3 29.3 31.7 31.7
Capital Revenue 13.1 21.3 0.3 63.2 63.2 == =
Grants o™ e '-o_- -n_- :-.: e et
Capital Expenditure ‘ 123.1 83.3 106.1 145.4 123.5 358.1 358.1
Fixed Capital Formation 123.1 83.3 106.1 145.4 123.5 358.1 358.1
TfanSferS e bt e e T Sl bt
Net Lending - - == == =.= == -
Current Account Balance 140.8 105.5 147.8 18.5 82.1 95.9 140.4
Surplus/Deficit (-)
Before Grants 30.8 43.5 42.0 -63.7 21.8 -=262.2 =-217.7
Overall Surplus/Deficit (-)  30.8 43.5 42.0 -63.7 21.8 -262.2 -217.7
External Financing 15.8 -28.2 -58.9 -94.5 -88.0 95.0 95.0
Internal Financing -46.6 -15.3 16.9 158.2 66.2 167.2 122.7

Source: Central Reserve Bank of El Salvador
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Consolidated Operations of the Nonfinancial
Public Sector
(In millions of Colones)
1987 1988 .

1984 1985 1986 Progr. Prel. Progr. Proj.
Current Revenue 2520.7 2B862.9 4113.0 4192.3 4344.8 4427.8 4674.2
Tax Revenue 1342.5 1666.0 2539.5 2510.9 2515.1 2749.1 2721.0
Nontax Revenue 1178.2 1196.9 1573.5 1681.4 1829.7 1678.7 1953.2
Current Expenditure 2647.7 2734.2 3594.2 4052.7 4256.6 4122.2 4514.1
Consumption 2143.1 2349.4 3012.6 3442.0 3643.5 3483.6 3886.2
Wages and salaries 1403.0 1629.5 19B2.2 2294.6 2355.4 2492.0 2586.2
Goods and services 740.1 719.9 1030.4 1147.4 1288.1 991.6 1300.0
Interest 337.8 246.6 441.3 424.6 436.1 412.8 412.8
Transfers 166.8 138.2 140.3 186.1 177.0 225.8 215.1
Capital Revenue 14.5 21.5 2.7 20.7 63.3 0.3 0.0
Grants 388.9 151.7 311.8 652.9 597.8 418.3 418.5
Capital Expenditure 690.6  733.3 869.5 1206.4 888.3 1293.8 1114.1
Fixed Capital Formation 592.6 598.7 766.5 1111.0 794.6 1213.1 1048.4
Transfers 98.0 134.6 103.0 95.4 93.7 80.7 65.7
Net Lending -77.7 6.6 78.7 153.9 51.6 56.3 75.9
Qurrent Account Balance -127.0 128.7 518.8 139.6 88.2 305.6 160.1

Surplus/Deficit (-)
Before Grants =725.4 -589.7 =-427.6 =-1200.0 -788.4 -1044.2 -1029.9
Overall Surplus/Deficit (-) =-336.5 —438.0 -113.4 -548.0 -190.6 -625.9 -611.4
External Financing 226.2 239.8 226.7 247.0 -184.9 450.0 449.5
Internal Financing 110.3 198.2 -112.3 301.0 375.5 175.9 161.9

Source: Central Reserve Bank of El Salvador
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5C(1) - COUNTRY CHECKL1ST

Listed below are statutory criteria applicable

to:

(A) FAA tunds generally; (B)(l) Development

Assistance f#nds ohly; or (B)(2) the Economic
support Fund only.

A. GENERAL CRITERIA FOR COUNTRY

ELIGIBILITY

1.

FY 1988 Continuing Resolution Sec. 526.
Has the President certified to the
Congress that the government of the
recipient country is failing to take
adequate measures to prevent narcotic
drugs or other controlled substances
which are cultivated, produced or
processed illicitly, in whole or in part,
in such country or transported through
such country, from being sold illegally
within the jurisdiction of such country
to United States Government personnel or
their dependents or from entering the
United States unlawfully?

FAA Sec. 481(h). (This provision applies
to assistance of any kind provided by
grant, sale, loan, lease, credit,
guaranty, or insurance, except assistance
from the Child Survival Fund or relating
to international narcotics control,
disaster and refugee relief, or the
provision of food or medicine.) If the
recipient is a "major illicit drug
producing country" (defined as a country
producing during a fiscal year at least
five metric tons of opium or 500 metric
tons of coca or marijuana) or a “"major
drug-transit country" (defined as a
country that is a significant direct
source of illicit drugs significantly
affecting the United States, through
which such drugs are transported, or
through which significant sums of
drug-related profits are laundered with
the knowledge or complicity of the
government), has the President in the
March 1 International Narcotics Control
Strategy Report (INSCR) determined and
certified to the Congress (without

ANNEX 11
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No

N/A
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Congressional enactment, within 30 days
of co tinuogs session, of a resolution
disapproving such a certification), or
has the President determined and
certified to the Congress on any other
date [with enactment by Congress of a
resolution approving such certification),
that (a) during the previous Year the
country has cooperated fully with the
United States or taken adequate steps on
its own to prevent illicit drugs produced
or processed in or transported through
such country from being transported into
the United States, and to prevent and
punish drug profit laundering in the
country, ot that (b) the vital national
interests of the United States require
the provision of such assistance?

Drug %ct Sec. 2013. (This section N/A
applies to the same categories of

assistance subject to the restrictions in

FAR Sec. 481(h), above.) 1f recipient

country is a "major illicit drug

pProducing country" or "major drug-transit

country" (as defined for the purpose of

FAR Sec 481(h)), has the President

submitted a report to Congress listing

‘such country as one (a) which, as a

matter of government policy, encourages
or facilitates the production or
distribution of illicit drugs; (b) in
which any senior official of the
government engages in, encourages, or
facilitates the production or
distribution of illegal drugs; (c) in
which any member of a U.S. Government
agency has suffered or been threatened
with violence inflicted by or with the
complicity of any government officer: or
(d) which fails to provide reasonable
cooperation to lawful activities of U.S.
drug enforcement agents, unless the
President has provided the required
certification to Congress pertaining to
U.S. national interests and the drug
control and criminal prosecution efforts
of that country?

W
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FAA Sec. 620(c). f assistance is to a No
government, is the government liable as

debtod'or uniconditional gquarantor on any

debt to a U.S. citizen for goods or

services furnished or ordered where (a)

such fitizen has exhausted available

legal,remedies and (b) the debt is not

denied or contested by such government?

FAA Sec. 620(e)(1). If assistance is to No .
a government, has it (including any (The GOES is progressing

government agencies or subdivisions) toward compensation as
taken any action which has the effect of @ result of the CAESS
nationalizing, expropriating, or concession).
otherwise seizing ownership or control of

property of U.S, citizens or entities

beneficially owned by them without taking

steps to discharge its obligations toward

such citizens or entities?

FAN Secs. 620(a), 620(f), 620D; FY 1988 No
Continuing Resolution Sec. 512. 1Is
recipient country a Communist country?

If so, has the President determined that
assistance to the country is vital to the
security of the United States. that the
recipient country is not controlled by
the international Communist conspiracy,
and that such assistance will further
promote the independence of the recipient
country from international communism?
Will assistance be provided directly to
Angola, Cambodia, Cuba, Iraq, Libya,
Vietnam, South Yemen, Iran or Syria?

Will assistance be provided to
Afghanistan without a certification?

FAA Sec. 620(j). Has the country No
permitted, or failed to take adequate

measures to prevent, damage or

destruction by mob action of U.S.

property?

FAA Sec. 620(1). Has the country failed No
to enter into an investment guaranty
agreement with OPIC?




10,

11.

12.

FAA Sec. 620(o); Fishermen's Protective
Act of 1967 (as amended) Sec. 5. (a) Has
the country seized, or imposed any
penalty or sanction against, any U.S.
fishing vessel because of fishing
activities in international waters?

(b) }f so., has any deduction required by

the Fishermen's Protective Act been made?

FAR Sec. 620(q); FY 198B Continuing
Resolution Sec. 518. (a) Has the
government of the recipient country been
in default for more than six months on
interest or principal} of any loan to the
country under the FAA? (b)) Has the
country been in default for more than one
Yyear orn interest or principal on any U.S.
loan under a program for which the FY
1988 Continuing Kesolution appropriates
funds?

FAA Sec. 620(s). If contemplated
assistance is development loan or to come
from Economic Support Fund, has the
Administrator taken into account the
percentage of the country's budget and
amount of the country's foreign exchange
or other resources spent on military
equipment? (Reference may be made to the
annual "Taking Into Consideration" memo:
"Yes, taken into account by the
Administrator at time of approval of
Agency OYB." This approval by the
Administrator of the Operational Year
Budget can be the basis for an
affirmative answer during the fiscal year
unless significant changes in
circumstances occur.)

FAA Sec. 620(t). Has the country severed
diplomatic relations with the United
States? If so, have relations been
resumed and have new bilateral assistance
agreements been negotiated and entered
into since such resumption?

No

No

No

ANNEX 1II
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13.

14.

15,

16.

17.

18‘

FAA Sec. 62Q(u). What is the payment
status’ of the country's U.N.
obligations? If the country is in
arrears, were such arrearages taken into
accourft by the A.I.D. Administrator in
determining the current A.l1.D.
Operational Year Budget? (Reference may
be made to the Taking into Consideration
memo. )

FAA Sec. 620A. Has the President
determined that the recipient country
grants sanctuary from prosecution to any
individual or group which has committed
an act of international terrorism or
otherwise supports international
terrorism?

FY 1988 Continuing Resolution_Sec., 576.
Has the country been placed on the list
provided for in Section 6(j) of the
Export Administration Act of 1979
(currently Libya, Iran, South Yemen,
Syria, Cuba, or North Korea)?

ISDCA of 1985 Sec. 552(b). Has the
Secretary of State determined that the
country is a high terrorist threat
country after the Secretary of
Transportation has determined, pursuant
to section 1115(e)(2) of the Federal
Aviation Act of 1958, that an airport in
the country does not maintain and
administer effective security measures?

FAA Sec. 666(b). Does the country
object, on the basis of race, religion,
national origin or sex, to the presence
of any officer or employee of the U.S.
who is present in such country to carry
out economic development programs under

the FAA?

FAA Secs. 669, 670. Has the country,
after August 3, 1977, delivered to any
other country or received nuclear
enrichment or reprocessing egquipment,
materials, or technology, without

specified arrangements or safeguards, and

without special certification by the
President? Has it transferred a nuclear
explosive device to a non-nuclear weapon
state, or if such a state, either

received or detonated a nuclear explosive
device? (FAA Sec. 620t permits a special

waiver of Sec. 669 for Pakistan.)

No

No

No

No

No

ANNEX II
5 of 7

W



19'

20..

21.

22.

23.
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FAR _Sec. 670. If the country is a No
non-nﬁcleargweapon state, has it, on or

after ‘August 8, 1985, exported (or

attempted to export) illegally from the

United States any material, equipment, or
techndlogy which would contribute

eignificantly to the ability of a country

to manufacture a nuclear explosive device?

ISDCA of 198) Sec. /20. Was the country
represented at the Meeting of Ministers
of Foreign Affairs and Heads of
Delegations of the Non-Aligned Countries
to the 36th General Assembly of the U.N.
on Sept. 25 and 28, 1981, and did it fail
to disassociate itself from the
communique issued? If so, has the
President taken it into account?
(Reference may be made to the Taking into
Consideration memo.)

FY 1988 Continuing Resolution Sec. 528. No
Has the recipient country been determined

by the President to have engaged in a

consistent pattern of opposition to the

foreign policy of the United States?

FY 1988 Continuing Resolution Sec. 513.
Has the duly elected Head of Government
of the country been deposed .by military
coup or decree? [f{ assistance has been
terminated, has the President notified
Congress that a democratically elected
government has taken office prior to the
resumption of assistance?

FY 1988 Continuing Resolution Sec. 543. Yes
Does the recipient country fully

cooperate with the international refugee

assistance organizations, the United

States, and other governments in

facilitating lasting solutions to refugee
situvations, including resettlement

without respect to race, sex, religion,

or national origin?




B. FUNDING SQURCE CRITERIA FOR COUNTRY

ELIGIBILIRY
1. Develpopment Assistance Country Criteria

FAR Sec. 116. Has the Department of
State determined that this government has
engaged in a consistent pattern of gross
violations of internationally recognized
human rights? If so, ¢an it be
demonstrated that contemplated assistance
will directly benefit the needy?

FY 1988 Continuing Resolution Sec. 538.
Has the President certified that use of
DA funds by this country would violate
any of the prohibitions against use of
funds to pay for the performace of
abortions as a method of family planning,
to motivate or coerce any person to
practice abortions, to pay for the
performance of involuntary sterilization
as a method of family planning, to coerce
or provide any financial incentive to any
person to undergo sterilizations, to pay
for any biomedical research which
relates, in whole or in part, to methods
ot, or the performance of, abortions or
involuntary sterilization as a means of
family planning?

Economic Support Fund Country Criteria

FAA Sec, 502B. Has it been determined
that the country has engaged in a
consistent pattern of gross violations of
internationally recognized human rights?
If so, has the President found that the
country made such significant improvement
in its human rights record that
furnishing such assistance is in the U.S.
national interest?

FY 1988 Continuing Resolution Sec. 549
Has this country met its drug eradication
targets or otherwise taken significant
steps to halt illicit drug production or
trafficking?

ANNEX I
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Yes. The President has
certified that El1 Salva-
dor continues to make
significant progress
toward improving its hu
rights record.

While the country does

not have drug eradicati
targets, it has taken

significant steps to ha
i111icit drug traffickin
and fully cooperates wi
the relevant internatio

authorities. @W/



3(A)2 - NONPROJECT ASSISTANCE CHECKLIST

The cziteria,listeq in Part A are applicable
generally to FAA funds, and should be used
irrespective of the program's funding source.
In Part B a distinction is made between the
criteria applicable to Economic Support Fund
assistance and the criteria applicable to
Developnment Assistance. Selection of the
criteria will depend on the funding source for
the program.

CROSS REFERENCES: IS COUNTRY CHECKLIST UP 70
DATE? HAS STANDARD ITEM
CHECKLIST BEEN REVIEWED?

A. GENERAL CRITERIA FOR NONPROJECT ASSISTAN

————

1. FY 1988 Continuing Resolution Sec. 523;
FAA Sec. 634A. Describe how
authorization and appropriations
committees of Senate and House have
been or will be notified concerning
the project.

2. FAA Sec. 6l1(a)(2). 1f further
legislative action is required within
recipient country, what is basis for
reasonable expectation that such action
will be completed in time to permit
orderly accomplishment of purpose of the
assistance?

3. FAA Sec. 209. 1Is assistance more
efficiently and effectively provided
through regional or multilateral
organizations? If so, why is assistance
not so provided? Information and
conclusions on whether assistance will
encourage developing countries to
cooperate in regional development
programs.

ANNEX 111
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CN submitted

GOES commitment
to its Economic
Program and the
activities outlin
herein.

No



FAA Sec. 60l1(a). lIlnformation and
conclusions on whether assistance will
encourdge efforts of the country to:

(a) increase the flow of international
trade; (b) foster private initiacive and
competﬁtion: (c) encourage dev:lopment
and usg of cooperatives, credit unions,
and savings and loan associations;

(d) discourage monopolistic practices;
(e) improve technical efficiency of
industry, agriculture, and commerce; and
(f) strengthen free labor unions.

FAR Sec. 601(b). 1lnformation and
conclusions on how assistance will
encourage U.S, private trade and
investment abroad and encourage private
U.S. participation in foreign assistance
programs (including use of private trade
channels and the services of U.S. private
enterprise).

FAA Secs. 612(b), 636(h); FY 1988
Continuing Resolution Secs. 507, 509.
Describe steps taken to assure that, to
the maximum extent possible, foreign
currencies owned by the U.S. are utilized
in lieu of dollars to meet the cost of
contractual and other services.

FAA Sec., 612(d). Does the U.S. own
excess foreign currency of the country
and, if so, what arrangements have been
made for its release?

FAA Sec. 60l(e). Will the assistance
utilize competitive selection procedures
for the awarding of contracts, except
where appiicable procurement rules allow
otherwise?

FAA 121(d). If assistance is being
furnished under the Sahel Developnment
Program, has a determination been made
that the host government has an adeguate

system for accounting for and controlling

receipt and expenditure of A.I.D. funds?

JANNEX III
2 of 4§

(a) new exchange and trade
measures will encourage
export growth and diver-

sification;

(b) FX to private sector fo1
critical imports;

(¢) GOES agrarian reform
measures will strengthe:

coop in rural areas.
(d), (e) and (f) no direct
effect.

The passage of the foreign
investment law, and imple-
mentation of export promoti.
law.

N/A

No

N/A to cash
transfer.

N/A
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B. FUNDING CRITERIA FOR NONPROJECT ASSISTANCE

1. Nonproject Criteria for Economic Support
Fund

a. FAA Sec. 531(a). Will this Yes
assistance promote economic and political

gtability? To the maximum extent

feasible, is this assirtance consistent

with the policy directions, purposes, and

programs of Part I of the FAA?

b. FAA Sec. S31(e). .Will assistance No
under this chapter be used for military
or paramilitary activities?

c. FAA Sec. 531(d). Will ESF funds made Yes
available for commodity import programs

or other program assistance be used to

generate local currencies? If so, will

at least 50 percent of such local

currencies be available to support

activities consistent with the objectives

of FAA sections 103 through 1067

d. FAA Sec. 609. If commodities are to N/A
be granted so that sale proceeds will

accrue to the recipient country, have

Special Account (counterpart)

arrangements been made?

e. FY 1988 Continuing Resolution. If (a) Yes
assistance is in the form of a cash (b) Yes ‘
transfer: (a) are all such cash (c) CN submitte:
payments to be maintained by the country

in a separate account and not to be

commingled with any other funds? (D)

will all local currences that may be

generated with funds provided as a cash

transfer to such a country also be

deposited in a special account to be used

in accordance with FAA Section 609 (which

requires such local currencies to be made

available to the U.S. governnent as the

U.S. determmines necessary for the

requirements of the U.S. Government, and

which requires the remainder to.be used

for programs agreed to by the U.S.

Government to carry out the purposes for

which new funds authorized by the FAA

]
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would themselves be available)? (c) Has
Congress received prior notification
providing in detail how the funds will be
used, including the U.S. interests that
will be served by the assistance, and, as
appropriace. the economic policy reforms
that :will be promoted by the cash
transfer assistance? )

f. FY 1988 Continuing Resolution. Have N/A
local currencies generated by the sale of
imports or toreign exchange by the
government of a country in Sub-Saharan
Africa from funds appropriated under
Sub-Saharan Africa, DA been deposited in
a special account established by that
government, and are these local
currencies available only for use, in
accordance with an agreement with the
United States, for development activities
which are consistent with the policy
directions of Section 102 of the FAA and
for necessary administrative requirements
of the U. S. Government?

Nonproject Criteria for Development

sistance

a. FAA Secs. 102(a), 111, 113, 281(a).
Extent to which activity will (a)
effectively involve the poor in
development, by expanding access to
economy at local level, increasing
labor-intensive production and the use of
appropriate technology, spreading
investment ocut from cities to small towns
and rural areas, and insuring wide
participation of the poor in the benefits
of development on a sustained basis,
using the appropriate U.S. institutions;
(b) help develop cooperatives, especially
by technical assistance, to assist rural
and vrban poor to help themselves toward
better life, and otherwise encourage
democratic private and local governmental
ijnstitutions; (c) support the self-help
efforts of developing countries: (4)
promote the participation of women in the
national economies of developing
countries and the improvement of women's
status; and (e) utilize and encourage
regional cooperation by developing
countries?
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PROJFCTS 10 PE FINANCFD UNDER THE
MEMORNNDUM OF UNDERSTANDING N

ANNEX IV
12 of 24

IHE 1988 LOCAL CURPENCY PROGRAM PALANCE OF PAYMENTS/ESF

Extraordinary Budget for Fconcmic Reactivation

A.l

A.2

A.3

Counterparts to A.I.D. Projects

A.1.1 Judicial Reform Project (0296G)

Oounterparts for Other Dorors Projects

A.2.1 1IDB Projects

- Sewage System arkd Fotahle Vater
= Livestock Develepment and Animal Health

A.2.2 Other Domore Frojecls

- Rosales Hospital (France)

Other Priority Prcjects
A.3.1 Restoration of Puldic Services Infrastructure

- Fural Nectrificaticn (CF1.)

= Protection Works for Rridges (CF1)

- Installatione Pretecticn (C17.)

= &on Morcos Lenpa Rridae (FINADESAL)

- Rechabilitation, Feconstruction and Nestoration
of the National Foads and lridge letwork
(Ministry of Pullic Vorks)

= Machinery and Fequipment Administration (AME)
(Ministry of Public Vorks)

A.3.2 National Plan

- Restoraticn Projects (CQNAIN)

= Canhined Civic Action Projects (CQNARM)
= Fnergency Projects (CCHARM)

- MAdministration (CQINRA)

ALLOCATIQN
(Thousarnds of ¢)
10,200
10,200
41, 300
28,000

20,000
8,000

13,300

13,300

222,600
41,000

7,000
1,200
5,0C0

800

15,000
12,000

¢0, 000

77, €00
5, 000
3,000
4,200



PPQIFCTS TO IF FINANCED UNDFR THE
MEMOFANDUM OF UNDERSTMNDING ON
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NIE 19688 LOCAL CURPENCY PROGEAM FALAMCE OF PAYMENTS/ESF

A.3.3

h.3.4

A.3.5

A.3.6

A.3.7

ALLOCATION

(Thousands of ¢)

Private Ecctor Support

— Free Trade Zore_ (San Bartolo)
—= Private Voluntary Organizations (PVO's)

Mgricultural Development

= NMgrarian Peform Seclor Support

- Ooffee Rehalbilditation

~ Integratcd Pest Contrel /POCA/CINIA
= Lamler and Firewood /IVCAR/CIIIN

- Mgricultural Statistics

NAssistance to Displaced I'crsons

~ Assistance to Displaced Families (CONADES)
= Food Distrilution (NHIDFCO)

Social Sector Support

~ Relmhilitation of Invalids (ISR1)
= Water Projects for Pural and Urlan Areas (ANDA)

Institotiomnl Support

- Auditing Progrom (SIVITEI)

ICIAL EXTRAORDINARY RULCET

B. Ministry of Finance

B.1 Ordinary Budget Support

\\W

TOTAL MINISTFY OF FINANCF

43,200

25,000
18,200

32,300
23,500
7,000
€00
300
°Co
5,600

4,€C0
1,000

17,000

2,000
15,CC0

500

500

281,100

100, 000

100, 0CO
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PRQIFCTS 10 PE FINANCFD UNDER 1HE
MEMOFANDUNM OF WICFRSTANDING QN
THE 1°€8 LOCAL CURRENCY PROGPAM PALANCE OF PAYMENTS/ESF

ALLOCATI QY
(Thousands cf ¢)

C. Central Reserve Bank

C.1 Private Sector Support

C.1.1 Lines of Credit ‘ 340,000 .

C.1.2 Advertising Campaiqns and Trainiig 2,000

C.1.3 Iogistic Support for Credit Program 1,500

JOIAL CINIIPAL PESTIVE BRMIK 343,500

D. Agency for Internatiomal Levelcypment (A1) 35,000
TOTAL (A-D) 752, €00

E. Reserve Furd

E.1 Restricted 22,500
F.2 Availalle 15,400
JOIAL RESIERVE FUND 107, ©00
GRAND TO1AL 867,500
06151

W o



PROJFCIE 1O P FINANCED UNPER THE
MIMORANIIM OF UHEERSTANDING (N THE

1¢e8 1.OCN.. CUPEEFNCY IVGEAM PUL, 420 T111F 1

(HNCUSANLE OF QULONES)

A. [LIxtracrdinary Dudget for Econcmic Reactivation

A.l

N2

B. Reserve Furd

062C1

Counterpart to A.I.D. Frojects

A.1.1

WOIDUTD: W

.
bt bod fud bt bd bt b bt
L]

SO O>>>

Ngrorian Refcrm Cradit (S1€-0762)
(Monogement Inforwation Systew)

Viater Manogement (519-0203)

Ngrarian Referm Finoncinag (5)1©-0307)
Pepulation Pypomic (519-021C)

Health Systems Suppcrt (S10-0200)

Industrial Stabilirzation (5)10-0287)
Fducational System Pevitalization (519-0295)
Industrial Parks (510-0222)

Naricultural Technoloegy Jrapsfer (519-0335)

Counterports for Cther Ivivrs Projecte

h.2.1

N2.2

1B Projects

~ IDighwoy Metverk Pehalilitation

- FEneroy Sector Fehalidlitation

- lelephonic ehaltilitaticn

- Pre-lpvestmeont Stucies (FOSEHD)

-~ Sale Registry of %ax l'ayers (10VCC/CC)
1CPD Projects

— Farthcualke Reconstructicn

cun Ic I,

TOTAL

ANNEX IV
15 of 26

ALLOCATION
101,100
500
2,700
25,000
1,000
20,000
4,600
22,300
15, G00.
10,000
26,500
11,500
2,000
3,000
3,5C0
2,000
1,0C0
15,000

15,000
127,600
2,400

130,000

/'b



ANNEX \'4
Page | of 33

FROGRAM CF MEASURES AND FOLICIES

voeclfic Measures % Folicies Deadline Resbonsiple
Institution

I. ECONCMIC FOLICY MEASURE -

A. Fiscal Folicy
1. Incomes
~Ferform an audit on March-Decemper (988 Ministry of
1ncome and oroperty tau the Treasury

pavers 1n order to 1nvesti-
gate 4,103 cases

-Fertorm an audit of non- March-December !988 Ministry of
prescribed ceriocds ccncern- the Treasury
1ng net werth tases serial
A, huspbandry lana taxes and
cn canirtalized profits or
tnhose trect 1n reserve. It 1=
euoected that €1S.2 million
colores will be collected

-Zecsi1an a prototvoe in Mav 1983
orger to establish §

cericheral ta administration

units withnin the urban area

-desi1gn an accounting June 1938
svstem 1n accordance with

the operaticnal volume of

csmall entrepreneurs and

tusinessmen

-Lentinue with prolects March-Decemper 19588 Ministrv of
zuch as Fiscal Audits, tne Treasury
Ta:paver Control, Government
Stamos Control, Transit
Ta: Collection. Arcund 3,000
audits are eupected to bs
carried out

—Implement measures in order
to recuperate delinguent ta:
and to collect approximately
€13.0 million

~Feprogram lotteries intro- May 1988 Ministrv of
ducing new reforms in the routine the Treasury
lotteries 'n the following manner: National
Before: Nouw: Lottery

lst prize 200%  150%
2nd prize 150% 100%
Ird prize S0%1  100%



Specitilc Measures % Folicies Deadline

ANNEX \V}
Page 2 of 133

Responsible
Institution

I. ECCHMOMIC FOLICY MEASUIFES

~Concerning Extraordinary Mav 1788
lotteri1es, the first orice

of €l.0 million colones

will be divided in two

2300 ,040 prizes

June 198

~Imnlement i1nstantansous

lortery, ce2inning 1n June
2. Eroenditures
—Continue with prchisttcn Jan.-[ec.
tZ Coen new contracts ana

w32z pDosts 1n the Central

Goverrinents as well as 1n

tne rest of tne cublic

sactor

—Centrnue with the policwy Jan.-Dec.
of supboressing all Government

10D vacanciles

-Continue with gradual Jan.-Dec.
reduction of transfers from
tme Central Government tao

Autonomous Institutions

eroendi ture guilde-

s for this current vear
1n crgder to avold expense
1ncreases beyond budoeted

-Elagorate a ruling ins- Feb.
trument, 1n order to regulate
public expenditure incorpora-
tina autonomous institutions

SO as tc generalize a critaria
of Fublic Expenditure Austerity

—Folloy-up and control, by Jan.-Dec.
the supervising Ministry,

ot all Autonomous Institutions

bucget obperations, to ensure that

the aporoved action plans and
Institutional

2

wl

178!

1988

1288

Feb.-Mav 1938

-March 1%

1988

budgets are complied with

-

Ministry of
the Treasury
Nati1onal
Lottery

Ministry of
the Treassury
Mat: onati
Lotter/y
Ministrv of
the Treasurvy
Autoncmzous
Instituetions

Ministry of
the Ireasury

Autonamcus
Institutions
Ministrv of
the Treasurv

Ministrv of
the Trsazury

Mini1strv of
the Treasury

Ministrv of
the Treasury/
Autonomous
Insti1tuti1ons/
Ministry of
Fublic works


http:Autoncm.-.is

ANNEX  V
Page J} of 33

PROGEAM OF MEASUFES ArD FOLICIES

Zoect fic Measures % Policies Deadline Respansiole

Institution

I. ECONOMIC FOLICY MEASURE:

S Domestic Debt Administration
-bearch for 1nstruments wnicn April
weitld accemnodate the payment

ot theoublic domestic deot

to the financial

capacity of the Government

1738 Ministry of
the Treasury

-Credit the €295.0 million Januarv 1988 Ministry of

tne GoES gwes the fimancial
svsta2m 1in accrued interests
throcuah bonds, and establish
a3 new mechanism by which
accrued bonds may be
substituts=d by new bonds

“.imtt the float:ing debt of Jan.
rrie Zentral government to a

nas1 UM Nnot more tnan the

ievel reached at December

Tlst, 1987, and to make an

ettrort to reduce 1t during

122 1n accordance with
Ava.lability of resources

the Treacsury

-Dec. 13782 Ministry of

tne Treasury

4. Adiministrat:ve and Operational Supbpart Mosasurss
~Elaborate a Ta: Law June 1925 Ministry of
O]

1

Nicn widl establish a
~Alterm aonclicatian of
reculations and principles

-Larrv out basic acti- Januar:

vities, such as the
iataraticn of stoay programs
and training of Acminis-
trative and Technical
Ferscinnel, necessary for

the 1molementation of ISH
(Ealvadorean Institute for
Fublic Administration)

(&

the Treasury

15389 Minictrv of
the Treasury



ANNEX  V
Page 4 of 33

FFCGRAM OF MEASURES AND FOLICIES

Speci1fic Measures & Policies Deadline Respaonsaible
Institution

I. ECONGMIC POLICY MEASURES

-Ferform a studv on tne April-Dec. 1983 Ministry of
possibility of merging the the Treasury
Genesral Directorate of
Direct Revenue Service with
the Indirect Revenue Service

-Remcdel Central Facilities National
to imorove working conditions Frocurament
and tc give a better cervice fgency

to the public.

~Comocuterize the March—-DLecamher 17285 Mational
inetirtutions’ coerations Froecurement
tnrouch technical cooperation fgency

that would provide the 1nstitution
with the necessarv equipment
anag training

—Elakorate orojects on the December 1988 INFEF (National
revaluation of pensions; Institute for
increase of the Minimum Fension, Fublic Emplovee
and Christmas bonus for Fensions)

Fensioners and other projects
in order ta give better benefits
to the beneficiaries

—Modernize and update the March—-December 1988 INFEF
conmoutation system throuchout
the institution

-Microfilm the 3.S Jan.~June 1962 INFER
million payroll sneets
0¥ pavees

~Carry out the "Fensioners Jan.—-June 1988 INFEF
Frioritv Attention Frolject"”

Fhase Il 1n corder to decen-—

tralize activities such as

informaticon, receotion of

documents, and ratification

of pensions

-Desi1agn a well defined Sept.-Cct. 19E8 Ministrv of
salary scale system for the Treasury
the whole Fublic Administration

4

A\



FEDGREAM OF MEASURES AND FOLITIES

ANNEX \V
Page 5 of 33

Sorci1fic Measures % Fnolicies Deadline

Responsibie
Institution

I. ECONOMIC FOLICY MEASURES

-Elabcecrate a document August 1788

comorising the "Pension
Svstem Coordination® (1355,
IFFSA and IMFEF)

-Imprcve the service for Jan.-Dec.
Mmortgaae Loans 1n order to

prcvide service to the

10,995 applications frem the
fdministrative and Teachinag

Sectors and grant 1,468 loans

to both sectors

-Imorove the service for Jan.-Dec.
Ferzonal Loans to provide

services to the 10,989

apciications from the

foministrative and Teaching

sectors, and to grant 8,666

loans to both sectors

. Mcnetarv—-Credit PFPolicies

{. Monetarx

1988

198¢

-Allcw a maximum expansion Note: monthly

of rayment means of 16% follow—-up of measures
included in Mcrstary

-Make gradual adjustments Budget (Annex I

in the legal recserve reaui- Tables)
remant, according to antidi-
pated liauidity levels

-Flace and re—-purchase
Monetary Stabilization EBonds
1n order to counteract
cyclical movements of
liaguidity faced by financial
instrtutions

2. Credit Measures
~Limit expansion of credit, up to 17.4%
for commercial and Mortgage Banksg
up to 14.3%4 for the Central BRank
and up to 14.1% for the Banking System

as a whole

INFEP

INFEF

INFEF

BCR

BCR

BCR


http:F.'OG.AM

FrROGRAM OF MEASURES AND FOLICIES

ANNEX AV
Page 6 of 33

Specific Meazures & Folicies Deadline

Fesponsible
Institution

[. ECONOMIC FOLICY MEASUFES

—-Carry out a sectorial
distribution of credits
granted bv commercial
banks and the Mortaoaage Bank
1n accardance with established
Freduction goals

-Have the EBECR purchase
bonds up to €100 million
from tne GOES

—Have thezZ{R agrant a tembpo-
rarv loan to INCAFE during the
first months of the vear to
allow the latter to finance
its oosrational expenses and
pav advances to cotffee growers

-Ensure that at least 154 of

the lcan portfolio with own
resources from Commercial Banks
and tne Mortgage Bank is granted
to small enterprises (with
ascets up to Z730,00C0) and

2.9% to micraoenterprises

(with agsets up to €100,000)

C. External Sector Folicy
-Raeduce tc 3 the priarities February 1928
o+ services for the assignment

cf foreian exchange, in the

foll=swing manner:

a) BRasic foodstuf+, medicines,
fuels, raw material and
other items for production,
and machinery

b) Health, study, travel and
retirenent expenses

c) Other qoods, services,
transfers and capital
flows turnover not specified
in priosrities a) and b)

BCR-Commercial
Banks

Ministrv ot
the Trezcury

BCR—-Ccmmerci al
Banks



PROGRAM OF MEASURES AND POLICIES

ANNEX vV
Page 7 of 33

Soeci1f1c Measures % Faolicies Deadline

Respansible
Institution

I. ECONOMIC POLICY MEASURES

-Reduce the list aof goods February 1933
whroz2 import has been banned
hvs Etecutive Decree No. 1322

~Graduallvy free the prior February 1928

d=no<cits for imports

olifv the scecial February 198E

counts af foreign currency

afa!

-Agorove and issue the March 198t

Ta:: Certificates
-Increase the premium February 1988
2ranted through a prompt
rzitnursement bonus to eupoarters
a2+ non—traditional products
for repatriation of expert proceeds

-fcorove and carry out the
"Guarantee to Foreign
invastment Law"
s~e-evamine the project at

an inter-institutional level
#Fresent the new project Mav—-December 1788
Letore the Econamic Ccmmittee

tor 1t= discussion and asproval
*Frecant the new project April
tefore the Naticnal
frssembly for its appreval
*Draft the Rules and
Regulations
*Fro2sent the Rulas and
Regulations before the
National Assemblyv
t*[rolement the Law and

the Reculations

Jan.-March 1988

158

April-Sept. 1923

Oct.-Dec. 1988

-Fublish the quidelines March 1988

tor foreign investors
-Devise and carry out the
requlations on Zona Franca San

Bartolo and that related to services

7

BCR

o
g
A

Ministries of
the Treasury &
Fran. Trade
ECR

Ministry of
Foreign Trade

Ministry of
Foreign Trade

Ministry of
Foreign Trade



PROGRAM OF MEASURES AND FOLICIES

ANNEX V,

Page 8 of 33

Coecific Measures % Folicies Deadline

Respaonsible
Institution

I. ECONOMIC POLICY MEASURES

#*Compile basic documen- Jan.-Feb. 1963
tation on similar regulations
in other countries
#Devise preliminary
regulation projects

March-April 19£=

#Set Work Grouos from Mav—-July 1988
the private and government

sectors

*Fresent revicsed recu- Aug.-0ct 1983

lations before the Natiocnal
Assamblyv for discussicn
«Implement them Ncvember 1938

-Improve and make perfect the
services offered by CENTREX
thrcugh: the mechanization
ct¥ the information systems

*First stage: Installation January—March 1928

of the BACH system
*Cecond stage: Issue of a April -June 19E8
license in line
*Third stace: Evaluation of July-Aug. 19€8
tne services offered by CENTREX
ang its coerativeness
#*Fourth stage: Correcticns Sept.-0ct. 1988
*0peraticn of CENTREX November 1988

-Carrv cut a High Level Course
Scecialiczation for technicians
in private and public institutions
related to export activities.
Such course should be carried
out with both technical and
financial external support.
*Creation of a Traininag Jan.-March 1982
Project for the exporting
sector at higl levels
*Presentation and neactia- April-June 1982
ticn of the Froject tao
international organizationsg
te obtain their financial
backing
#Course to Ye developed by April-Juns 1983
INCAE
#Execution of the project July 19388

Ministry of
Foreign Trade

Ministry of
Fareiarn Trade

<=

%



FROGRAM OF MEASURES AND FOLICIES

ANNEX
Page 9 of 33

Soecific Measures % Policies Deadline

Responsible
Institution

I. ECONOMIC POLICY MEASUFES
-Devise pre-investment studies
of the UC/ELS/8Z/178 program,
development of the electronic
industry in El Salvador which
the MICE foresees to develop
with U.N. technical and
financial assistance
#*Creation of a program of
inter-institutional
activities to prepoare the
first stage eof a sectoral study
*#Second phase to be deve- July 1988
lcoed bv an external
ccnsultant according to
the results obtained
from the secterial study

Jan.-June 1988

*Informaticnal and study Cept.-Lec. 19&2
tours
-Freparation of a Salvadorean June 1938

orcecosal by the Ministry of
Economics on Trade and

Inductrial pelicies within

the frame of the Central

American Tariff Agreement

and the Central American

Common Market Reactivation Frogram
-Fromote the establishment June 19€8
of a Regional and by Country
Center of Trade and
Industrial Information
-Establishment of local March 1983
Trade a2nd Investment

Information Centers at
tne Embassies and Consul ates
of El1 Salvador

D. Income Protection Falicv

—Increase minimum wages for
farm and city workers at a
rate which will allow workers
to recuperate part of their
purchasing power loss caused
by inflation

April 1988

Ministry of
Foreicn Trade
(MICE)

Mimnistryv of
Economics

Ministry of
Foreign Trade

Ministrv of
Fereiagn Trade-
Ministry of
Foreign Affairs

Minimum Salary
National
Commi ttee



FROGRAM OF MEASURES AND FOLICIES

ANNEX
Page 10 of 33

Speci1fi1c Measures & FPolicies Deadline

Responsible
Institution

I. ECONOMIC POLICY MEASURES

-Frepare camcaigns directed Feb.—-Nov. 1958
to the consumers to influence

cn consumptiawn habits, better

spend:ng of the family budget,

and on prices, quality, weights

anc measures

-Maintain the price cantrel Jan.-Dez. 1983
svetem on the baszic or
stratsgi1c products

—Establish a fellow-un Feb.-Dec-., 19382
ssztem for prices, wiights,

gualitv and measures for

bazic products

-Enccurage the organization
of consumer cocperatives
at urban and rural levels,
tc benefit the workers and
the creation of family larders
in cublic and private enterprises
which do not have one yet
«Desian the project for Feb.-April 1928
the creation and operation
of larders and consumer
cooperatives
*Impiement the project May 1988

~Ragulate the distri- Feb.-De=z. 1988
buticrn cf gceneric medicines :

to make them more easilv

availakle to the public,

and to develoob an extensive

taverage orogram informing

their characteristics and

the advantages of their use

~Centinue with already Feb.-Dec. 1988
initiated studies and

carry out others related to

the trading of beef, chicken

egas, ligquid milk and others

~Strengthen the Consumer February 1988
Frocecection Froagram

10

Ministry of
Economics

Ministry of
Econcmics

Ministry cf
Economics

Ministrvy of
Ecorncmics

Ministries of
Eccnomics and
Heal th

Ministry of
Econamics

Ministrv of
Economics

«.«4?
g 5

i
e



ANNEX \/
Page 1l of 33

FROGRAM OF MEASURES AND FOLICIES

Speci1f1c Measures & Folicies Deadline Responsible
Institution

I1. PRODUCTION FOLICY MEAQSU=CES

. AGRITIULTURAL SECTOR
t. Macrooaolicv for Agrarian, Cattle and Fisherv FProduction and
Feform, emchasizing Feeding Safety

al Basic Cereals

-Carry out the purchase March-Decemher 1988 Institute for
ctf established velumes of the Regulation
hasiz ca2reals. giving oporiority of Supolies

ts cooaoeratives within the (IFRA)

rofcrmed sector and small
farmers clients aof the BFA

-Have available for the March-December 1728 Ministrv o¥
farmers encuah sucplies Agriculture (MAE)
¥ csrn, rize and sorgo seeds

-Crcanice small farmers March-December 1928 MAG

into csclidary or pre-
cconerative arowups

-Cavelzo the procram for Mav—-December 1988 Mational fgri-
the conzhruction of silos at culture % Agroe-
farm level! in aorder to nomy Techrolo-
avoid speculation and gy Center
reducs irntermediaries (CENTA)

aztian in the trade

-Carrv cut recsearch in the March-Cocember 1988 CEMTA
fieldz cn genetic improvement

and aarcromv. Validate the

results o+ research done 1in
1

1ar- conditions te thaose
ficed by the farmers

=1 ny
=1.n!

n
m
|1]
[o]
[
9]
3
M
o
3
3
]
=
i r

-~Gi1ve technical sucocrt Jan.~-Dec. 19&
to producers of basic MAG
cereals, qQiving prioritv to
gsmall and medium farmers

b) Cotton

-Closelv oversee the Jan.~-March 1982 Regiocnal Mamt
cempliance with the elimi- MAG

nation of stubble in
14,000 Ha.

11

. (

W



FROGRAM OF MEASURES AND FOLICIES

ANNEX
Page 12 of 33

Scecific Measures & Folicies

Deadline

Responsible
Institution

II.

FEODUCTION POLICY MEASUKRES

-Divide into zones the areas
for cctton growing in high
vielding =ci1ld, up to a max.
of 2E.900 Ha (49,000 Mz) to
guarantee satisfaction of
domecstic textile industry
demand and a surpluc for

eirpcrt, alsoc covering part
of the local oil and animal
meal marbkets

~Zarrv out an investigatieon
for cenetic imorovement,
integral handling of pests
(€ sun-crorects and 14 essays

ort
OOMz)

-Ci1ve technical
in 000G Ha.

o

s .

cuco
(40.90
=Train farmers (2 coursec)
—Quality cortrol of
fartilizers and pesticides

—hcerove the croo credits
lin2 and the re-financing

—Grant import license
to COFAL for
12,500 MTn simple fertilizers

g

2,000 MTn Mg SO

c? Coffee

-Transfer technologv to
37,300 coffee growers through
trainina and awareness
leading to the adeoption of
this technology

-Generate technoloagy

throcugh 74 research essays
on: Agriculture, entomology,
genetics, plant patheclogy,

Jan.—-May 19g8

June-Dec. 19€g

)

March-December

March-Decembsar

March—-November

January 1963

Jan.-March 1988

3,000 MTn compound fortili_ers

March—-December

March—-December

agriculture and soil engineering,

and agriculture chemistry

17€€

1953

1938

1968

1988

Natural Resour-
ces Center, MAG

COFAL-CENTA-MAG

Feqional
CENTA

Reaional
CENTA
BCR

BCR

MAG

Institute for
Cotfee Investi-
gations (ISIC)

ISIC



PRECGRAM OF MEASURES AND FOLICIES

ANNEX
Page 13 ot

Ccecl fi1c Measures & Folicies Deadline

Responsikble
Institution

II. FRODUCTION POL.ICY MEASUFRES
~-Improve the yields and March-December 1988
croductivity levels of existing
coffen plantations in an
area of 273,950 Ha increasing
the nationa! averaage productivity
level to 420kg/Ha of dried beans (1ZSac/M=)

-Increase vield and March-December 19283
oroductivity in 2,400 plots

from both reformed and non-

refszrmed zectors throuagh

rencrsaticon, repcculation

and renlanting of coffee

clartations

-Fromote 1ndustria- March-Lecember 1988
lizatinon of coffes sub-

craducts ana by—-products

te achieve a more intensive

erczlolitation with products

such as BIOEAS, liquors,

concentrates, csweats, etc.

-Frocvrde coffee growers March-December 1933
with seeds and imnoraoved

veaetati ve materi1al to

pramote i1ncreasing yields

(2440ka of seed and

S.2 million plants)
-Fravide services of March-Decsmber 1988
3211 chemiztry and foliar

analve=es to 1mprove
ferti1lizaticn techrtiques
(3 go1lz and 1000 faliars)
d) Sugar Cane
-Aooly the svstem of pavinag Nov.-Dec. 1%EE
accerding to the cuality of
the suagar cane receilved at
the mills

-Select areas favorable for Jan.-Nov. 1988
sugar cane growing (7042 Ha

(10,000Mz2) of new areas near

the sugar mills).

ISIC, Regiaonals

ISIC, Regionals

ISIC, Regicnals

INAZUCAR

MAG, National
Resource Center

VI
33



ANNEX Vv
Page 13a of 133

FROGRAM OF MEASURES AND POLICIZS

GSpeci1fi1c Measures & Folicies Deadline Responsible

Institution

I1. PRODUCTION FOLICY MEASUFEZS

-Fromote recearch in March-December 1983 CENTA



ANNEX V
Page 14 of 3}

FROGRAM OF MEASURES AND FOLICIES

Speci1fic Measures % Folicies Deadline Respons:ible
Insti1tution

I1. FRODUCTION FOLICY MEASURES

-Fromote research 1n March—-December 1988 CENTA
plant improvement, evaluation

of high yield sugar cane

varisties that are also

resistant to carbuncle

-Davelop technolcoay to March-December 1968 CENTA
improve vieid anz the
gualitv of sugar cane
Juice for brown sugar
(S projects ¥ 9 essavs)

-Orgarnize the EBoard for Jan, Fen, Maercn 1988 O0O5FA (MAG)
the Promoticn of Sugar Cane
Cultivation

-Frovide technical support March 1988 Regiornal Mngmt.
to sugar cane grcwers to of MAG
sow new areas (2100 Ha)

e) Livestock
-Enforce strict measures March—December 1988 Regional Mngmt.
o+ health centrel at the

frontiers to avoid the

entrance cof si1ck animals

-Aveld slaughter of March-December 1988 MAG
cows witnin reprcductive age

—-Establish a strict control March-Decembher ({$BE Ministry of
cn the use of hvaienical Health
standards anrnd other aspects
related to animal slaughter
ar.d meat distribution

~Continue with the inspection Jan.-Dec. 1988 MAG
of poultry, hogs and cattle
slaughter to guarantee the
hvgienic and san:itary
conditions of meats products
#Inspect for this purpose
85,000 cattle
60,000 hogs
15,000,000 poultry

14



PROGRAM OF MEASURES AND FOLICIES

ANNEX Vv
Page 15 of 33}

Speci1fic Measures & Policies Deadline

Responsible
Institution

II. FRODUCTION FOLICY MEASURES
-Encourage the change from March-december 19&3
an extensive livestock exploi-
taticn system to anintensive
one through technical and
credit assistant programs

~Frovide an overall tech- March-december 1932
nical support to 400 producers

-Train husbandmern and March—-December (933
thei1r workers (50 courses)

-Facilitate thrcuch June-0October 1988
crsc:it lines for small and

meciuvm si1ze farmers, the

acaqui=ition of grass cutters

and the building of silos

to quarantee animal feed

during the dry season

-Fromete non-traditional March-December 1988
cieagincus crops to substitute

ccrtonseed as a source of

protein through preferentially

priced fertilizers and low

interest loans

~Camplv with the proaram of March-December 1988
sowing 2500 Ha of sova bean,
marticularly in the reformed sector

-Devaioo programs cof March-December 1928
craventive medicine to fight
bruceilosis, encectalitis,
su:bcutaneous worm 1nfestation
(torsalo) and TE to protact
the cattle industrv, ensuring its
develooment and the domestic
siieoly of meat, dairy
products and others
*Yaccination against brucellosis

of 20,000 cows from 3 to & months old
*Carry out a campaign against

térsalo: 2160 cattle heads
#Vaccinate 20,000 horses against
encephalitis

15

MAG

MAG

MAG

BFA

BFA

EBFA

General
Livestock
Bureau



FRCGRAM OF MEAZURES AND FOLICIES

ANNEX
Page 16

Speci1fi1c Measures % Folicies Deadline

Responsible
Insti1tution

[I. FRODUCTIOM POLICY MEASUFES

#Mai1ntain a strict lookout for exotic

diseases checking reports of possible sources

xDetection and control of:
Brucellosis 45,000 diaagnosis
Tuberculcsis 45,000 diagnosis
sDevelop 600 prophilactical
plans for cattle

-Evaluate native coat herds March-December 1985 MAG

to introcduce new breeds and
promote it witn soecial

credit lines

*+Train 1200 peasants 1in tnre
teznniques of gecat husbandry
*Frovide a coupnle, ram and
shegoat, to 1200 peasants
over the 4 main areas of the
country

-Evpedite the procant imple- March-December
mentation of projects for

modearn siaughter houses

which profit from all the

sub-products of cattle and

whose study is presently being

assessed by FOSEP
—-Freocare a studv on the March-December
procduction of pasture and
fodder, nutrition and repro-
duction (18 essays)
-Fromote cultivation and March-December
conservation of pastures

and fodder (1,480 Ha)

-Frovide technical assist- Jan.-Dec. 1968
ance to improve hog husbar.dry

through prevention of diseases

and crossbreeding with

special varieties

16

1988 MAG-Citv Hall

1988 Livestock

Cent

1968

Pev.

ers

% Resgional

Agenc

(same

(same

1es

a

Ul

cf MAG

above)

above)

v
of 13

o



ANNEX \Y]
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FROGRAM OF MEASURES AND FOLICIES

Specific Measures & Folicies Deadline Responsible

Institution

Il. PRODUCTIGON FOLICY MEASUFES

+Frovide technical assistance

ta 12,000 swineherds
<«Jaccinate 20,000 hogs against
cholera
sDevelop 6 essays on feeding and
nandling
vwuality hoa raisers, technicians,
and workers through 80 cources,
SO0 lectures and 200 practical
demcnstrations

-Sti1mulats the development March-December 1988 Husbandrv
ctf Eere-keening to increase
vialde and diminish the
tive effects of the african bee
i

Develooment
Center

-

2
sr+ocrim 2 essavs to
generate technology
djusted to our cond. tions
*Develcp. at national level,
- courses, 70 lectures and
253 oractical demonstrations
*5Stimulate the raising of
1700 gelected cueen bees

e Fisherv

—Organize and train &£0,000 April-December 1988 CENDEFEESCA,
oersons dedicated to Rural Dev.
fishing activities

-Train technical groups
1n Technology Transference
and Management

Aoril-December 1988 CENDEFESCA

—-ldent: fy projects of this March-June 19€5 CENDEFESCA
snn-sector and help to obtain
external finanming for them

17 /
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FROGRAM OF MEASURES AND FOLICIES

Speci1f1c Measures % Folicies Deadline Fesoonsible
Institution

II. FEORDUCTION POLICY MEASURES

-Establish zones of fish- April-June 1982 CENDEFEZCA
ing resources in Salvadorean

coasts

~Ectablish two fichery July-December 1988 CENDEFEECA

agencies at Farra de
Santiago and Garita Falmera

-Draft the MNaticnal March-June 17E3 CENCEFEZTA
Fishers' Registry

-Eguip the Acajutla March-Decemper 1928 CEMDEFEECA
Small Fienhers’ Wharf

-Estabklish a program to March--December 1988 CENDEFESCA
permanently reoccul ate

the country’'s continental

water bodies

-Reoroduce, under March-December 19686 CEMDEFESCA
controlled conditions,

two new speciss of sweet

water fish

-Effect a basic research July-December 19E8 CENDEFEZCA
on sea water shrimp farms
in reservaolrs

-Stucy the adeguaczv o+ July-December 1738 CEMDEFESCA
broadened scaope Research

Centars for agquaculture

training

-Build and equip a sea wpril-Sept. 1988 CEMDERESCA
water shrimp research
laboratory

~Fzhabilitate communal March-December 1988 CENDEFESCA
and private reservoirs

as well as floating

caqges projects

~Perform basic research April-June 198S CENDEFESCA
on deep water fish still
commercially untapped

18
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PROGRAM OF MEASURES AND FOLICIES

Zpeclfic Measures X Folicies Deadline

Responsible
Institution

I1. PRODUCTION FOLICY MEASURES

-Eztablish a distribution April-December
and sales plan for shrimp
fisning by-products

-Fegulate the industrial March-Decamber
£izheri1ec float by enforcing

tne General Fishing Activities

Law and the fulfilment of the

reles established based on it

Z. Feasant Develcoment Macropalicies

—Inccrporate women in March-December

oroductien projects (1000
women-Regions ITII & IWV?

-Train manual labor in March—-December
2000 peasant communities

-Fromote enterprise organ- March-December
izatian, 1000 microenterprises

-Frovide technical train- March—-December
ing for SO00 peasants
entrepreneurs-to-be

~-Frovide bacsic infra- March-December
structure services thrcocugh

1000 projects

-5ive legal tenure of March-Dscember
1S0,000 plots of land

-Carry out peasant housing March-December

1788 CENDEFESCA and
Fisheries

1988 CENDEPESCA, Law
Enforcement
Bodies, Navy

1783 EMA-DGRD-
CENCAF

1988 DGRD-CEMCAF
1988 DERD-CENCAF

1988 DGRD

1988 DGRD-ISTA-
FINATA

1988 DGRD

1983 DGRD-ISTA-

crojects, 1000 for FINATA

di1solaced persons and 3O
cammunity projects

—Increase ENA's enrol- Jan. December 1988 ENA

ment of high school graduates
coming from rural areas up
to S0% of incoming students

19
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ANNEX \4
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Speci1fic Measures Y, Folicies Deadline

Responsible
Institution

FRODUCTION POLICY MEASURES
March—-December 1988

IT.
—-Imolement the "Bachil
lerato Aagricola® (Agrarian
Techrician) for peasant
children

ide modular agri-— March-December 1988
ural and husbandry
aticn for peasants

ueh instructors

~-From
cul
4

0Nt

=YalKi
oLl
= OO

a— S

o

~Train 200 promoters on March-LCecsmber 1988

i
procgramming and organizing

d

Macronolicvy for  the Consolidation

and Develonment of

ENA

ENA-DBED
CENCAP

DGRD

the

pgrarian Refcrm
March 19&&

-Conclude the titling of
70 properties to Fhase 1
cogoperatives

-fznclude the titling of March 19€8
10.500 orocerties to
Fhace III beneficiaries

~Transfer to FINATA lands March 19€8
belonging to ISTA as per
Decre=s B42, for distri-
suticn among landless peasants

-Approve the regulation of March 1988

rights and duties of

bsneficiaries

1983

-Upndate Agrarian Feform Jan.,-December

Laws

-Carrv out the project of
reorganizing and retrieving
of 70 cooperatives in crisis

March-December 1988

-Study and carry cut March-December 158
potions for cultivating idle

agri "ultural areas

-Implement the Land Bank

ISTA

FIMNATA

ISTA-FINATA

MAG- (FERACARA)

MAC— (Legal
Depar tinent)

1STA

ISTA

FINATA



ANNEX AV
Page 21 of 33

PROGRAM OF MEASURES AND FOLITIES

Soecific Measures % Folicies Deadline Responsible
Institution

IT. PRODUCTION FOLICY MEASU~ES

*FPhase I Pilot project March 1988
incorporating 10,000 peasants
and 20,000 Ha.
#End proiect: 1incorporating March-December 1988
ZO.00C peasants and 70,000 Ha.
#Froject of aoplication of March—-December 1988
law cn plots exceeding
245 Ha. for a total of 33,000 Ha.

-Dicooee of State owned March—-December :933 ISTA-FINATA
land for landless peasants:

F,700 Ha. in arrears

2,772 Ha. Grate cwned
~D+<far techrical assistance March-December 1782 MAGS (DGDR)

ard training through the
Administration Frogram in
farms and management

~Transform 20O Fhase I March-December 1958 ISTA
ccooeratives into

cself-sufficiency
-Rshabilitate 30 March-December 1988 ISTA
neclected ccooeratives
~Increase to 1,500 the March—-December 1988 IETA
nrumber of beneficiariss of

the agrarian reform
-Cetermine the options and March-December (3688 ISTA
tncerporate to productien

29,435 Ha. of available land

and 4,570 Ha. of pastures

presently idle
B. INDUSTRIAL SECTOR

1. General Measures

—-0Obtain international MAG
cooperation mainly from UNIDO

and/or SIECA to perform an

analvsis of the industrial

branches in order to know the

productive capacity of the country

21 #
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PROGRAM OF MEASURES AND FPOLICIES

Specific Measures % Folicies Deadline Fesponsible
Institution

I11. FPRODUCTION FOLICY MEASURES
~Identifv the main problems,
the utilization level of
installed canacity, new poten-—
tial areacs of development and
other, in order to redirect the
industrial activity ef the

courtry
*Effocrts to chtain March+-Aoril 1923 Ministry of
internaticnal cecooeration

*E1apecrate the studvy May-November 1928 Economics
—-Create an integral orcgaram Nov.-Dec. 1788 Ministry of
o+ stimuli and incentives Ecanomics
addressed to the manufacturing

industrv based on the diaagnesis

of the industrial sectors, and

taking mainly into consideration:

#Industrial dicspersal

#More value adaoed generation

#Enterprises dedicated to the
production of basic need items

*Friority development areas
#Enterprises classified as
strategic tc increacse the
utilization level of their
installed capacity

*Acpearance of new entrenreneurs at
the micrc and small enterprise levels

~Pesign and snforce a svetam Ministrv of
+2r 1ndustrial information to EccromicC
sunport both the entreoreneur

zector as well as the internal

viort of the Ministrv of Economics

*Design of a proiect March—-Februaryvy 1988
#Negotiation for Funding March-Mav 1988
*Svstematization of program June 1988

~-Research the comparative March-December 1988 Ministrv of
advantages of El Salvader Economics
versus other Central American

countries to stimulate those

industrial sectors showing

best possibilities

[
o
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PROGRAM OF MEASURES AND FOLICIES

Specific Measures 4% Folicies

Deadline

Responsible
Institution

I1. PRODUCTION FOLICY MEASUFES

-Fequest from financial
Foment institutions (FIGAFE,
FEDDECREDITO, BFA, BANAFI,

COFZAIM) the joint and separate
ol abor-ati1on of working programs

ard pelicies far inducstrial
matters based on already
ectabl:shed main guicelines
*Fzauezt

*Elabtoration
*Imolemerntaticon

-Fzvige and apply the
Imdustri1al Standards Law,
Decrzs S21, Dec. 27, 195461
cutlirzhead in "Dirario Oficial”
1Offi1c1al Gazette) No. 23
Volume 1227, Dec. 27, 1961
*Fevi1si1on

+lnolementation

-Guide the purchasing
policies of the GOES
orefesrably tcowaras
domestic products

2. Speci fiz Measures

-Develoo a promotional
procram on the research
carried out bv ISIC on the
industrializaticn cf caoffee
hv—oreducts, and promote
among 1ndustrialists the
utilization of available
rescurces in the BCR for the
agro~industry development

~-Ceveleco and widesoread a
program cf available
technology at the CENAF
for the preparation,
censervation and marketing
of basic food stuff, fruits
and others

March 1988
March-Apnril 198%5
April 1928

March-fnoril 192
May 1923

Ministry of
Economics,
FIGAPE, FED-
DECREDITO,
BFA, BANAFI,
CORSAIN

Ministrv of
Economics,
Ministry of
Health

March~December 1588 Ministry of

the Treasury

March-December 1928 Ministrv of

March-December

rant
P

Econcmics

1983 Ministry of
Economics



ANNEX v
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PROGRAM OF MEASURES AND FOLICIES

Specific Measures & Folicies Deadline Responsible
Institution

IT. PRODUCTION FOLICY MEASLFES

-Mediate in negotiaticns March-July 1923 Ministry of
between UMITEX and COFAL to Economics
inzure the cotton supply for
the teutile industry and the
ecstablishment of a centrol
mechanism for prices

~-Develcy a workers’' and March-Mav 192E CENAF
foremen tralning program

in the teutile and clothing

industries, both 1in

prcduction and mainteriance

-rMegotiate financial assist- Ministry of
arce with the HID to develoD Economics
a program to improve the
management attitudes of small

manufacturing enterprise’
cuwners and to defrayv expenses

of building and expansion of
their facilities

«Draft the project April-June 192
#Cbtain financing Jul y—December 1988

-Training program

-Expansion of facilities

g
c

-Frohibit expartation of March—December 12688 Ministrv of
ramainders and waste of Economics
iron., ste=l, copper and its ‘
alloys as bronze and bracss
and others including l=ad

-Ferform technical and Jul y-December 1932 MIFLAN-FOSEF
eccnomic feasibility studies

on fiber production from

KENAF whose agronomical

viability 1s already proven

~Lndate and promote among March-December 1988 Ministrv of
private enterorise, studies Economics
en the extraction of Kaolin

from the Chalatenango lake

ta manufacture tiles, wash-

basins and toilets
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PROGRAM OF MEASURES AND FOLICIES

Soeci fic Measures % Fpolicies Deadline

Responsible
Institution

I1. PRODUCTION FOLICY MEASUFES

-Divulge among rocf and March-December 1728 Ministry of

floor clay tile manufacturers
simple technolocy of easy
application and low cost

to save energy such as

these of endless screw and
double ventilatiom, az well

as to stimulate the alternative
uss of energetics

Economics

—Continue with the research March-June 19862 Ministry of

for coreading the use of
GASOHGL in land transportaticn

Econcmics

-Estaklish a training March-December 1528 CENAF

orocram for human rescurces
in the different areas
related to chemical industry

-Draft a feasibility study May-December 178E Ministry of

to analyze the potential of

the national flcra as a source
of raw material for the chemical
and pharmaceutical industries

c. COMGTRUCTION SECTOR
1. Laws pendina for aporoval
bv the National Assembly

al l_aws on Humanrn Settlements

Standardize, requlate and direct all

activities of physical develoopment

which may take place

* Flanning of phvsical development

% Application of regulation programs

* Legislation of the transformation
and use of the soil

% Control of usage of the land and
of building

* Institutional +frame

Economics

E: These legislation
dead!:1nes depend entirely

~on th= acporoval by the

Naticral Accembl v
UMty
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cpeci1fic Measures % Folicies Deadline

Responsible
Institution

I1. PRODUCTION FOLICY MEASUFES

b) Special Law for Real Ecstate Reqgqistraticn

~Enable the regictration of
keal Estate acgquired now or
in the future for projects of
FSY, IVY and local AMSS
governments. They will be
registared by command of the
law and thev will not need
colvencies of anv nature nor
will pav any registry dues
and will be euesmoted of evervy
tax, levv or contributicn

—-fAnalvze thosa cases of Real
Ecstate in conservation or
irrigation areas, or subject
to special regulations. A tech-
nical studv will be required for

their total or partial legalization

c) Sperial Transitory Law for
the illeaal Urban Developments

and Buildinas erected betfore

the aforementionead Law of Human

settlements

-Donats to municipalities those
plocts of illegal develcpments
still in the hands of th=
criginal developer to use them
as parks or community areas

-Legalize the situation cf
develooments and buildings which
were erected wholly er partially
violating the Urban Development
and Construction Law

d) Requlation fcr Antiseismic Designs

in El Salvader

-Draft and enforce the
antiseismic regulations

VMYDY
(FROMAVIFO)

yMy DU

Local
GCovernments

Local
Gavernments

VMVDU
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FROGRAM OF MEASURES AND POLICIES

Spec1fic Measures & Folicies Deadline Responsible
Institution

I1. PRODUCTION FOLICY MEASUFES

e) Special Housing Law for
Rural and Urban Communities
—Create a fund specially designed FSV
for the acauisition or construction
cf houses, administered by the
Social Fund for Housing

2 CTHER REGULATIONS

colidate the organism March-December 1988 vMyDU
soncikle for housing and

human =stablishments by

imoroving the already existing

lecal frame and providing

t=chnical and financial resources

#L=qgal definition of the March 1988 MCP
managerial structure of

the VMVDU

#Male the YMYDU directly March 1%9E3 MoF

recsporsible for the

1investment and working

orcegrams within its Jjurisdiction
s+Raview and adecuate April-July 19€8 vMUDU
tme laws and regulations

1n all the institutions of

this qu—sector

-Define the scope of work

of YMVDU through shaping

and enforcing of national
housing and urban develooment
policies

#Submit the National March 1528 vy
Housing Folicy for approval

*Draft the Natioral April—-August 1°E8 VMVDRY
Urban Development Folicy

#Draft the land policy March-April 1988 vMybU
#GBuide and approve March 1988 vMyDy

operational plans of all
institutions within this sector

—-Expedite administrative formalities



ANNEX V
Page 28 of 13

FROGEAM OF MEASIRES AND FOILICIES

CSpecific Measures % Folicies Deadline Fesponsible
Institution

I1. FECDUCTION FOLICY MEASURES
#Define the scope of VMVDU March 1988 VMVDU-City
and local governments 1n the Councils
anoroval of permits and plans
for buildings and develobments

*Review the procedures for March 1988 VMVDU-ANDA-
project aporovale in order to City Councils
reduce the reauired time

*Review the procedures and March 1928 FNV-FROMNAYVIFO
recuirements for the anoroval SV-IVU-INFEP
of short and lena term loans IPSFA
for building=z and develooments

*#Review and correct supply foril-June 19895 MOF Ministrv of
and building contracting laws tne Treasury

*Urify criteria and fpril-June 1982 MOF

recuirements for building
contracters in all of the
public administration

-Ferform and update institu— March-December 1988 FNV-FSY-IVU
tional market researchs

for the promot commercial-

izaticn of the housing units

-Guids house builders March-December 1988 VMVDU
towards catisfying the

demand from all levels

of income in the country

-Expedite access to housing March—-December 1388 VMuDU
*Eztablish a secondary March-December 1928 WMVDU
market for mortoages

—=Suoport the execution March-December 178 VMUDU
of progressive housing
crojects
*Spend on progressive Cct.-Dec. 178%
housing projects the menies
recovered from reconstruc-
tion investment
*Fropocs= to the Monetary June-July 1988
Council mechanisms to
insure availability of
resources for progressive
housing



PHOGRAM OF MEASURES AND FOLIC
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Page 29 of 33

Soeci1fic Measures & Folicies Deadline

Responsible
Institution

IT. PRODUCTION FOLICY MEASUFES

-Macsive development of rural housing
#Define which institution March 1988
will be in charge of rural
housing projects

#Apply socio—technical March—-December 1988
criteria to expedite the
evecuti1on of proj=cts
#5eek and direct soft March—-December 1788
financial resocurces
-Lower the housing cost
*Invecstigate possible April -Sept. 1982
mechanisms for price regulation
and utilization of urban land
*Frocmeote markets for March—-December 1788
develobned 1and
#Facilitate the creation March-Pecember 19E8
of new construction comoanies
~Frecare a short term plan March-December 1988
for FNV and/or FRONAVIFO for the
acauisition of finmancial resources,
both domestic and external
-Give pricrityvy to the March—December 1988
financing of housing proiects
ocoutside the metropolitan
area of San Salvadcer
~Recover, maintain and March-December 1982
conclude projects of the
national highway svstem
D. ELECTRICAL FPOWER CECTOR
-FProvide for the normal
service of electrical power
generated by thermal plants,
as long as the economic
rescurces to cover producticn
costs are available
#Draft projects to defrav Jan.-March 1988
additional costs
*Approval and enforcement April 19686

of this measure

")
0

umyDuy

UMyDU

VMY DU

UMUDU

vMvDu

ymyuDy

FNV-PRONAVIFO

MOF

ENV-FRONAVIFO

CEL
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Sopec:fic Measures % Folicies Deadline

Fesponsible
Institution

IT. FRODUCTION FOLICY MEASIIFES

—-Feducs the eftects of the
national enerqv crisis by
enforcing the following measurecs:
#Change the local time ane
hcur ahead during the period
between Apri! and September
-Draft the lecizlation
—Froije-t nropcsal for 1tc
agoroval and validation

~Esecutiaon of measures
*Irtroduce energv saving
tezhnriques to i1ndustrias
with high zconsumction
+Zs=nerats electrical

pewer at sugar mills (co-
generation) using the

sugar cane husk as fuel

January 1588
Feb.-March 1989

~2ril-Sent. 1922
March 12728

~Develop a national
cuzlicity campaign to
promote energy saving

-Continue with the develop- Jan.—-Dec. 1988
ment of the following procjects:
*8 study of small hvdroelec-
trical ‘power plants
*Fe-ectablisgsh the public service
#Action plan to introduce
electricity in rural areas
(8th project)
*Zwift development cf
geothermic fi1eld in
Chipilapa
*Feasibility studv of
geothermic field at
Chipilapa
*GCeothermal power plant at
Rerlin, Phacse I
*Fre-feasibility study cof
geocthermal field in
Coatepeque
#Fower interconnections
between Honduras and
El Salvador

March—-December 1788

March-December 1988

ZEL

CEL



ANNEX V
Page 31 of 33

FROGRAM OF MEASURES AND POLICIES

Cpeci1fic Measures & Policies Deadline Fespansible
Institution

I1. PRODUCTION FOLICY MEASURES

#tiational strateqic recerve

0f fuel (RENC-Acajutla, RENC-
Cutuco)
#Se1smic Frospecting Studv on
land

—Evaluaate and initiate March-December 19588 CEL
the “Naticnal Energyv

Develcpment Flan® for the

19222-2000 period, after approval

and assignment of approoriate

rezcurces. This plan takes

1nto account new projects

bezinning this year as well

az csome studies for energvy

croduction

-Maximize the combined uce Institutional Frocrams CEL
of zower olants operating Continuously fctive
f-om natural resources and the
incstallation of the svstem for
tranemission, sub-trarsmission
ard distribution, as well as
minimizing those operating on
petrcleum derivates through
elactrical power purchase from
INDPE, Guatemala

—Re—-establish the svstem Jan.-Dec. 1982 CEL
for transmission and sub-

transmission damaned as a

recutlt of the political

situation in the country

—-Cecntinue neqotiations Jan.-Dec. 1%€8 CEL
for financing of those

proiects requiring e:iternal

rescurces

-Maintain negotiations Jan.-Dec.- 1985 CEL
with Meiico and Venezuela

to insure continuous oil

supply

3t
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Specific Measures % Policies Deadline

Responsible
Institurtion

11. FRODUCTICN POLICY MEASUFES

~-Continue with the research Jan.-Dec. 1988
and study on hydrccarbons and
other renewable and non-
renewable energy sources

~Mecctiate aagreements of Jan.-Dec. 1988
technological cocceraticn

with electric power insti-

tuticns of other countries

and utilize at thkeir mozt

thceese alreadv signed

E. TRANSFCRETATION SECTOR
1. Fiscal Incentivac
-Exempt from payment of Jan.-Dec. 198
cchsular and import tariffs
as well as any cther tax
or levy tec the import of
freioht vehicles exceading
I tcns canacity. Legal decree
714, ¢7/24/87, D.0.137 T.296

~-E:temct from pavment cf Jan.-Dec. 1988
consular and import tariffs

as well as any cther tax cr

lavv to the import of chassis

with a motor for tractors, and

for vehiclas for public transport-

ation and freicht (4 wheels on

the rear agle). Legal decree

714, 07/24/87, D.D.137 T.296

2. Cther Measures

~Carrv out uneipected March-December
inspecticns of the transoccrt

flest to evaluate the

prevailing conditions and

authorize that they continue

in circulation

—Fromote the cooperative "March-December
model among motor shaops for

busing and freight enterprises,

in order to reduce operational costs

-
- al

-
-0
m
u

1988

CEL

CEL

Minicgtry of
the Treacsury

Ministrv of
the Treasury

General Traffic
Daonartment

TNSAFRCOP
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Soeci1fic Measures & Policies Deadline

Responsible
Institution

I1. PRODUCTION FOLICY MEASUFES

-Carry out a studv of March-June 1923
the real needs for collec-

tive transportavion, to

reoraganize the different

citvy routes and ensure that

the number of units assianed

e each of them is adequate

-Cantinuve with the Jan.-Dec. 1988
rozd cecuritv education

program for drivers and

pe=d=ztrians which oromotes

reszpect for traffic sig forcenals
-Estaklish regulations for Jan.—-Dec. 1988

the mi:nibuses svstem and
proecerly crganize the
services they provide
-Establish a better March—June 1988
control on the consumotion
cf fuel assigned to mass
transpertation firms
-Maintain in force Decree Jan.-Dec. 198€
267 evempting bucses, new or
used, of import duties to
allow their resolacement and
thus increase the existing fleets
-Studv the need to re-— March-June 179%Z
schedule workers and
students’ <hifts to avoid
iams during rush hours

General Trans-—
port Department

CCNESVI

General Traf+fic
Department

Gene~al Trans-—
port Denartment

Ministry of
Economics

Ceneral Trans-
port Deoartment



