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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 El 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. FWn-comingled 
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Geographic CDde 941 countries. Inaddition, to be eligible,imTorts 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 inthe 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.
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"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, Co roller, LAC
 



1988 PAAD 
T MHE OF COUTs 

PAGE
 

I. 	 INTRDUCTION 1 

II. 	 BAC(GRUND, 1980-86 2
 

A. 1980-83 	 2
 
B. 1984-86 
 2 

III. 	 ME ECONOMY IN 1987: PROGRAM, PERFORMANCE,
 
AND THE ROLE OF ESF ASSISTANCE 4
 

A. THE GOES 1987 EONOMIC PROGRAM 	 4
 
1. Prcblems in setting the targets 	 4
 
2. Summary of key macroeconomic targets 	 4
 
3. Other 	Sectoral Policies 5
 
4. The Role of the 1987 ESF Program 	 5
 
5. Policy Dialogue 	 5
 

B. 	 PERFORMANCE IN 1987: TRENDS IN KEY
 
MACMEODNOMIC INDICATORS 6
 
1. GDP and its Composition 	 6
 
2. Balance of Payments 	 6
 
3. Public Finance 	 8
 

a. The Central Government 	 8
 
b. The Rest of the General Government 9
 
c. The Public Sector Enterprises 	 9
 
d. The Consolidated Nonfinancial 

Public Sector 	 10
 
4. Money, Credit, and Prices 	 11
 

C. 	 OVERALL ASSESSMENT OF EONOMIC PERFO1ANCE
 
IN 1987 12
 

IV. 	 THE BONhOMIC OWIIIJK FOR 1988: CNTAINTS AND
 
PRR TARIEIS 13
 

A. 	CONTRANTS 13
 
1. External 	 13
 
2. Internal 
 14
 

S. THE 	GOES 1988 PIAN 15
 
1. Overview 	 15
 
2. GDP and its Ccmposition 	 16
 
3. Balance of Payments 	 16
 
4. Public Finance 	 18
 
5. 	 Money, Credit, and Prices 19
 



PAGE 

V. THE FY 1988 ESF PROGRAM 	 20 

A. RATIONALE 20B. POLICY DIALOUE IN 1988 22
 
1. 	 CAESS 22
 
2. 	 The External Sector 22 
3. 	 The Fiscal Sector 22 
4. Money and Credit 	 23
 
5, 	 Ararian Reform 24
 

C. STRUCTJRE OF THE 1988 ESF PROGRAM 24 

VI. MANAG 1=T OF DOLLAR FUNDS 	 25 

A. SEPARATE ACCOUNT 25
 
B. SOUIKE 
 27
 
C. PRICE CQEQ(NG 	 27 
D. THE COLON EQUIVALENT OF ESF DOLLARS 	 27 

VII. THE LOCAL CRRECY PROGRAM 	 29 
A. LOCAL CURRENCY USES 
 29
 

1. 	1987 
 29
 
2. 1988 
 29
 

B. LOCAL CURRECY FUNDS MNAGEMENT 	 30
 

ANNEXES: 

Annex I : Statistical Appendix 
Annex II : Country Checklist 
Annex III Nonproject Assistance Checklist 
Arnex IV : Local Currency Program
Annex V : GOES Economic Program for 1988* 

* 	 Due to delays in translation this will be submitted 
under separate cover. 



1. INTODU)CTION 

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 Understanding 
signed in March, 1988. 

The 1988 ESF Program is \to support the GOES 1988 Economic Plan which 
proposes a continuation of the stabilization effort that achieved success in 
1987. Its principal targets are an inflation rate of 18-20% (as measured by
the CPI), 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.
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I. BACKGIO , 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 worstl the
oil price increase was followed by a deep recession in the industrialized
oountries plunging international commodity prices to lows from which they have
yet to recover. There was also the economic consequence of the collapse ofthe CAC4, the driving force behind the industrialization of the 1960s1970s, in which El Salvador was a major participant. It also durirn 
and 

was the1980-83 period that the civil war reached its peak; direct and indirect damageto the productive and social infrastructure was estimated at t335 million.reform government came to power and attempted to put the country on 
A 

a newcourse based on a series of far reaching changes, including agrarian reform,
nationalization of the banks, and government ownership of the export of coffee
and 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 ElSalvador. 
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
econoy and in rekindling the dynamics of economic growth. 
Even though the
contraction of the period 1980-83 was halted, the economy grew more slowlyduring 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 thecontinuing civil conflict, droughts in 1985 and 1986, and a cataclysmicearthquake 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 directlyrelated to the political econry of El Salvador. First, ambiguities in GOESrelationships with the private sector continued and were a paramount factorexplaining low private sector investment rates. While the private sectorregularly requested, and the Government promised, clear rules of the game,none were forthcoming. For its part, the private sector still harboredconsiderable resentment over the economic reforms taken earlier in the 
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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 thedevaluation. 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.
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II. ITE ECOtMY IN 1987: PROGRAM, PERFORMANCE, AND THE ROLE OF ESF ASSISTANCE 

A. TE GOES 1987 EX)NCMIC PROGRAM 

1. Problems in setting the targets 

When negotiations 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 failedprogram to address adequately either the fiscal or

balance of payments implications of the sharp decline in coffee prices. T1he
 
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 tne 40-50%
 
range by the end of the year, continued deterioration in export

competitiveness, 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 economy. The targets included a reduction in inflation (as
measured by the annual average increase in the CPI) fran 32% in 1986 to 25-27%
in 1987, and an increase in the real level of eccxnic 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 earthquake 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(compensatory 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 
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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 OES Plan also contained a number of sector specific actions aimed at 
stimulating production. Most Of 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 thraugh 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 government owned properties. 

4. The Role of The 1987 ESF Proaram 

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 funds 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: TRD IN KEY MACROEOXNOM C INDICATORS 

1. GDP and its Composition. 

According to p-climinary 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%). In 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
comi.ng from rapidly disbursing AID loans and from insurance payments for 
losses incurred during the October 1986 earthquake. There was also some 
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

somewhat 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. An 8.1% increase in fixed
capital formation was largely offset by a sharp drawdown of inventories.
Consumption 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 from $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 4192 million (36%) in coffee export earnings. Although coffee 
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export volume was 15% above its 1986 level, the average price per pound was

only $1.04, conpared 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-TRADITICNAL EXPORTS 
(In millions of U.S. dollars)
 

1984 1985 1986 
 1987
 

Non-traditional 
 345.2 258.5 208.9 
 254.1 
(C}1 157.2 95.7 91.0 119.6 
7b other markets i/ 188.0 162.8 117.9 134.5 

(Annual Percentage Change)
 

Non-traditional -.- -25.1 -19.2 21.6 
-.- -39.1 -4.9 31.4 

o other markets i/ -13.4-.- -27.6 14.1 

Source: Central Reserve Bank and USAID estimates.
 

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

Preliminary estimates point to a in ofsharp rebound the performance
nontraditional exports. After years of decline, nontraditional exports to the
Central American Common Market (CACM) 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
ncrurables) 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 2.6%. 

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 anissions) from -$144 million to -$37 million. The
balance of net official and banking flows dropped from -$10 million to -$68 
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million, due entirely to lower disbursements under external loans;
amortization payments actually declined by about $13 million. 

Compensatory flows (ESF and PI,-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 the balancein 
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 
0908 million, or about t282 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 084 million compared with a t48 million surplus
projected in the GOES EvenPlan. 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 rnn-tax revenues, current revenue was still about 5% lower in
1987 than in 1WJ6. This is because the increase in direct taxes, import taxes
and taxes on domestic transactions could not replace an almost 60% drop in 
coffee export tax revenues. 

Qrrent expenditures were about ll5 million higher than the budgeted
amount in 1987. However, this represents a decrease of around 15% in real 
terms in comparison with 1986, reflecting GOES restraint in outlays for
salaries, goods and services, and transfers to public enterprises. 
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Despite the fact that direct tax revenues were only around 83% of the 19E 
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 
V30 million, or almost 8%, below the 1987 budget estimates, and were only 
60% as high as 1986 collections. A surprisingly higher coffee crop (around 
350 thousand quintals more than in 1986) was net sufficient to compensate foi 
a lower than projected average coffee price in the international market. 
Substantial delays in tax payments by INCAFE put the Central Government 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 around 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 0200 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 
company, CEL, higher oil prices reduced the col6n profits on oil imports. 

Capital expenditures in 1987 grew by 29% over 1986, but were 73% of the 
amount prcgrammed 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 Government 

The rest of the General Government (the municipalities and the autonomous 
agencies such as the social security institute) ran a 051 million surplus in 
1987 compared to a 044 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 from the Central Government. 

c. The Public Sector Enterprises
 

The public sector enterprises as a group (the state power company, CEL, 
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the water and sewerage utility, ANDA, the port authority, CEPA, the basic 
grains stabilization fund, IRA, the telephone company, ANTEL, and others) ran 
a surplus of 22 million, down from the a42 million surplus in 1986. The 
surplus of ANT=L 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
 
0788 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 
domestic 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 domestic 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 
program ned increase in net international reserves linked to AID ESF 
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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. Consequently, $157 million of the $204 
million programmed was disbursed between August and October of CY1987, choking
BCR counterpart accounts with about 0620 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, extending use of BCR rediscount Theseor the facilities. 

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 079 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 085 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 06 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% 
compared to a program target of 22%. This mirrored the contraction in net
 
domestic assets, the increase in net internatiotal 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 
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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 rate of growth of clothing prices was halved in 1987 with respect to 1986.
 

C. OVERALL ASSESSMENT OF EODN"IIC 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 regulations 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 ccmpressing domestic demand.
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IV. THE EbFCNlMIC OUTLOOK FOR 1988: CDNSTRAINTs AND PROGRAM TAWE=S 

A. ODNSTRAINTS 

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 economy. 
Although wrld 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 outlook remains relatively poor. Moreover, 
export volume is restricted under an international quota system. Since coffee 
has averaged 63% of conrtodity export earnirgs 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 806/607 programs, the
 
projected modest growth of the U.S. economy -and the OED 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-CAC4 trade that
 
has occurred during the 1980s, El Salvador's exports to the CAC4 averaged 18%
 
of total commodity exports during 1983-87. Under a new, relatively free
 
payments regime among the trading partners, intra-CAC4 trade arose in 1987,
 
for the first time since 1980. This, however, only meant that El Salvador
 
regained 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-CM4 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 comon 
external tariff.
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2. Internal 

Among the internal obstacles to rapid and sustained economic recovery, the
armed conflict still disrupts economic activity in much of the country, and
guerrilla forces continue to cause majc= 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, pegging 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 become less negative. Lastly, rates and tariffs for the services
 
of the utility enterprises, except ANTIL, remain too low to provide long-term

financial viability for these concerns.
 

Two other factors affecting economic growth in 1988 and beyond deserve 
mention. One is the continued lack of private sector confidence in government
economic 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 

1. Overview
 

StUIMARY OF PLAN TARES 

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) 2.2% 5.1% 3.3% 3.7% 

BOP (before 
ompensatory
flows) $millions -62 -$157 -$165 -$139 

BOP Current Acct 
($millions) $1.7 -150 -$ 61 -$116 

BOP Trade balance 
($ millions) -$180 -$421 -$384 -$451 

7he GOES 1988 Economic Plan (GOES Plan) outlines a continuation 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 5-7percentage points from the 1987 rate, and a rate of groth in GDP of 2.5-3%.T achieve these targets, the GOES will attempt to arre,;t any further
deterioration of the external and fiscal imbalances, ef:'-orts that will permit
the monetary authorities to limit money growth (M2) to 16%. 

The OES Plan also contains a set of sectoral measures to improve fiscalperformance, stimulate export growth, and to spur the production of goods andservices in the Salvadoran economy. In general, there is an absence of theprice controls and subsidies which were evident in the 1987 Plan. And,important to the Mission, are several measures pertaining to the Land ReformProgram. 
Among these are cammittments to complete titling activities for
Phases I and III beneficiaries, the transfer of semi- or abandoned Phase I
land to FINATA for parceling among beneficiaries who did not receive landunder Phase III of the agrarian reform program or to displaced persons, theelimination of co-management by the state of viable Phase III 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 and 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 II
 
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 prirarily by
 
the pace of reconstruction activity and international coffee prices, and to a
 
lesser extent, on the continued rebound in CAC4 trade and a healthy world
 
economy.
 

More important are the potential repercussions of the continuing political
 
activity in the country. 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;
 
construction 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 omnerce by 2.5%.
 

3. Balance of Payments
 

The GOES has undertaken to liberalize the foreign trade regime in order to
 
stimulate exports, lower the econumic costs associated with quantitative trade
 
restrictions, reduce contraband, and raise GOES import tax revenues. The
 
system of dollar accounts for ntraditional exporters (the so-called
 
'"pralelito")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 banks 
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. In 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, CE]TREX. 

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 
coupensatory 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 international reserves of $36 million. 

The current account deficit of the balance of payments is projected to 
rise from $61 million in 1987 to $116 million in 1988. The trade balance will 
widen to sane $451 million spurred by a 10% increase in imports under a 3% GDP 
growth scenario, and a export growth of 6.0%. 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 
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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 t23 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 keynote

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 
0788 million in 1987 to i044 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 088
 
million to 0306 million, due mainly to an improvement in current revenue.
 
Capital expenditure will rise by some 0406 million, or 18%.
 

The deficit (before grants) of the Central Government is expected to be 
the equivalent of 2.9% of GDP, down from 3.9% in 1987 resulting from an 
improvement in current savings of 0186 million, more than compensating for 
030 million increase in capital spending. 

The financial position of the set of public enterprises (the state power 
company, CEL, the water and sewerage utility, ANDA, the port authority, CEPA, 
the basic grains stabilization fund, IRA, the telephone copany, ANTEL, and 
others) is programmed to shift from a surplus in 1987 to a deficit of 0262 
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 ANT= 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 AND being financed by a IDB loan. 
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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 0376 
million to 0176 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 progran
and 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 coumercial banks from their own 
resources will be targeted for small and micro enterprises. 
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V. TE 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 k187 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 dnv 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 
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build investor confidence through a reduction in the rate of inflation. Atthe same time, the GOES Plan has introduced a set of measures that willstimulate 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 becounterproductive. 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. 

Cbnsequently, 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
Df 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

Df the free zones regulations, and the full operation of CENTREX, will reduce
 
.'ostsfor 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 o:mplement stabilization measures with
additional economic measures and structural reforms. 
Daring 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 andnon-price barriers to nontraditional exports in El Salvador. 
Lastly, the
Mission will examine several alternatives with respect to a liberalization ofthe exchange rate regime. These efforts will provide the Mission with apractical 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 settlenent 
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 problems in 
that recard.
 

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 GOES 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 (inthe 
absence of the t18.5 million unauthorized reserve), rather thar experienice a 
t36 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 032 million lower, and current expenditures could be V51 
million higher. In this case, the GOES would likely resort to an 
underexecution of the capital budget to avoid exceeding the ceiling on banking 
system credit to the public sector. For this reason, our estimates include 
some 0120 million underexecution of the capital budget. 
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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 progranmmed 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 GO= hopes to 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. 
7he BCR would, for example, find it difficult to achieve the programmed use of 
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the rediscount facility which could jepordize credit flows to the private 
sector. 

5. Agrarian 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. STRUC7JRE OF THE 1988 ESF PROGRAM 

The 1988 ESF Program consists of k143.5 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 t125 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 recuired when "AID does not have knowledge of or control over, and the 

ojtivcof -I in funishing assistance does M*t r~mjA aithr prior ton 
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."
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As in the ESF Programs for 1986-87, ESF disbursements will support the 
inplementation 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. 

VI. MANAGEMENT OF DOLLAR FUNDS 

A. SEPARATE ACCOUNT 

Following the precedent established in FY 1985, the BY 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 DCR, 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
 
compliance 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.
 
Commercial 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 comercial 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
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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 not 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 tission 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 
CACM countries, Panama, and petroleum from 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 econumy. 

Based on experience with the 1985 program, the Mission believes that the 0=eLate w, procdure abv -, rersn .,-~!ipro-=_mentPC-NWn-

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 compromising 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

CACQ. countries, and Geographic Code 941 oil producing countries. One hundred
 
percent of the value of eligible transactions involving petroleum and its
 
derivative imports from 941 Code countries may be charged to the Separate

Account(s). In such cases the BCR must reimburse 3.4% of the nominal 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, BCR 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 COLON 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
 
3ccounts. That paragraph states:
 

"EXCHANGE RATES ARE SMETI1MES ARRIVED AT BY AM'S LENGTH NEGOTIATION
BLMIWEE M PARTIES, SUCH AS O B -m , OR A PIVATE FIRM AND A BANK AND 
MAY DIFFER FROM THE HR FOR CDn4ERCIALLY SOUND REASONS. INSISTENCE ON AN
EX ANGE RATE EQUAL T0 THE HR IN SUCH CIR MSTANCES MAY BE 
OUNTERPRD[UCTIVE AND INHIBIT THE ORDERLY CONDUCT OF BUSINESS TRANSACTIONS

AND THE INCREASED RATE OF E)1tN1IC RWTH THAT TE POLICY SEEKS TO 
STIMULATE." (HR refers to highest rate). 

http:5,000.00
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In any case, trying to have the BCR deposit colones at the "dollar accountrate" would be counterproductive to our policy attempts to get some movementon the exchange rate, especially for nontraditional exports. We believe thatif we insisted, the WOES 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/E1 Salvador Controller's Office
notifying of the disbursement(s). 

The BCR must send evidence of such deposit(s) to USAID/El Salvador
Controller's Office within five (5)working days from the day the local
 
currency was deposited.
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VII. THE LOCAL aJRRECY PROGRAM 

A. LOCAL 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, $39.591 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; promote 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). 
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B. LOCAL CRRNCY FTNDS MANAGE T
 

All local currency received under eacb 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 workingwith the accounting arrangements needed to meet statutory and policy 
requirements.
 

This year the Mi.- lion has begun 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
progranming exercise for CY1988, the Mission and the Ministry of Planning

(MIPI.AN) 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 budget, 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 GOES
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 the creationwas in 1983 of the TechmicalSecretariate 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 toadequately manage the extraordinary budget in terms of financial controls and 



-31­

management procedures. On the basis of the establishment and gearing up ofSETEFE and reviewing the role and procedures of the Court of Accounts, it wasfound that adequate systems were in place to assure sound management of thebudget. Subsequently, due to the tremendous increases of size and complexityof the budget over the succeeding three year period an update to theassessment was done in late 1987 by the A.I.D Controller staff. Again, thanksto strengthened capacity in both SETEFE and the Court of Accounts, due mainlyto local currency financed staff and technical inputs, a positive finding wasachieved allowing further programming of local currency through existingchannels and systems although further work needs to be done as describedbelow. (In this connection, it should be noted that regardless of thefinancial controls established in any system, even in our own country, nosystem is fool proof against abuse by dishonest and often creative people.)
 

With respect to GOES audit capacity, the GOES Court 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 prngram through the extraordinary budget. SE= 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 earthquakeand the responsibility that SETEFE had acquired to program resources for otherdonors, was beyond the capacity of the Secretariate's dedicated but smallstaff at the time. As a result, an A.I.D financed evaluation was carried outof the structure and capabilities of the organization in November 1987. Amongother things, this resulted in the naming of a full time deputy director whoin 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/AiT has adopted U.S. Government auditing standards published by the U.S.
Controller General and has agreed to employ only pre-qualified U.S. affiliated
 
firms. 

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

SETFE and the Ministry of Finance to upgrade financial controls, monitoring
and end use checking capability. In the case of SETE=E, 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 andtechnical 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 CY198S 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 some 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 do 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[Aor-88 

Eross Domestic Product by Sector
 

!-----------------------

Prel. Proo.
1979 1980 1961 1982 1983 1984 1985 1986 1987 1982
 

(Inmillions of current colones)
 

6ross Domestic Product 8607.2 8916.6 8646.5 8966.2 
 10151.8 11657.2 14330.8 19762.9 23543.8 26131.1
 

Primary production 2517.7 2491.5 2116.5 
 2089.0 2175.7 2338.0 2631.3 3995.6 3319.9 3622.0
 

Agriculture 2508.2 2480.2 
 2106.0 2075.4 2160.5 2319.3 2610.6 3968.9 3281.8 3569.0
 
Mining 9.5 11.3 12.5 13.6 15.2 18.2 20.7 26.7 3B.1 53.0
 

Secondary production 1B41.6 1B34.4 1834.9 
 182.1 2159.4 2473.6 3118.0 4050.9 5284.7 6523.9 

Manufacturino 1337.6 
- -- ­

1339.4 1359.1 1:81.8 1572.1 1837.1 2345.7 3085.7 4017.3 4878.4

Construction' 336.8 
 305.9 284.2 300.6 343,4 355.3 437.0 547.1 773.6 1065.3

Utilities 167.2 
 I9.1 191.6 199.7 243.9 281.2 335.3 418.1 493.8 560.2
 

Services 4247.9 
 4590.7 4693.1 4995.1 5816.7 6845.6 8581.5 11716.4 14939.2 17985.2
 

Commerce 2005.5 2037.7 
 2027.6 2088.8 259.5 29B4.8 3897.8 5626.5 7533.4 9376.1

6overnzent services 783.7 916.4 943.5 1049.7 1176.9 1366.2 1602.8 1976.5 2259.7 
 2535.5
 
Transport, storace,and
 
communications 
 291.9 313.5 328.2 346.7 411.5 480.6 613.3 815.8 1053.6 17A 4
Finance 286.1 301.9 
 295.2 330.8 357.8 402.1 442.0 564.0 640.0 730.6


Housing 31B.3 
 3".9 411.8 471.0 537.9 629.5 747.4 939.3 1162,9 1154.9

Other 
 562.4 637.3 686.8 708.1 823.1 982.4 1278.2 1794.3 2289.6 2711.B
 

(Inmillions of 1962 colones)
 

Gross Domestic Product 3601.6 3289.3 
 3016.8 2847.7 2870.4 2935.6 2993.6 3012.5 3092.3 3185.0
 

Primary production 991.1 845.0 791.3 754.4 730.5 754.7 746.6 
 723.6 742.2 760.6
 

Agriculture 887.3 841.1 787.5 750.6 726.8 750.9 742.8 719.7 
 737.8 755.5

Mining 
 3.8 3.9 3.8 3.6 3.7 3.8 3.8 3.9 4.4 5.1
 

Secordary production 908.4 603.3 721.8 671.1 687.5 691.4 719.3 
 737.4 76B.6 806.5
 
~~-
 -Manufacturino 

----

656.8 5B6.2 525.0 480.9 
 490.5 496.9 515.4 528.3 544.1 563.1

Construction' 143.9 111.4 94.4 90.4 92,2 
 B6.7 90.9 93.3 106.4 124.e

Utilities 
 107.7 105.7 102.4 99.8 104.8 107.6 113.0 115.8 11B.1 120.6
 

Services 1602.1 1641. 1503.7 1422.2 
 1452.4 1W9.5 1527.7 1551.5 1581.5 1615.9
 

Commerce 759.7 625.0 531.9 468.3 491.3 487.1 489.5 491.0 501.3 513.6

6overn.ent services 332.2 341.9 346.0 356.3 
 3159.9 3B4.5 411.6 430.1 438.7 447.5
 
Transoort, storaoeand
 

comounications 208.8 193.7 
 172.5 161.3 170.9 175.6 178.8 179.7 183.0 187.3

Finance 106.1 102.6 93.1 98.5 98.7 99.7 102.7 104.2 
 106.7 109.5
 
Housing 126.9 130.0 133.8 137.3 140.1 142.3 144.4 144.8 147.1 149.7

Other 268.4 247.8 226.4 200.5 201.5 200.3 200.7 201.7 204.7 208.3
 

S----------------------------------------------------

Source: Central Reserve Bank ;and AID estimates.
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6ross Domestic Product by Sector: in1962 colones
 

Prel, Proc.
 
1979 1980 1981 1982 1983 1984 1985 1986 19E7 025
 

(Annual percentage change)
 

2.3 2.0 0.6 2.6 3.0
Gross Domestic Product -9.7 -8.3 -5.6 0.6 


Primary prcduction -5.2 -6.4 -4.7 -3.2 3.3 -1.1 -3.1 2.6 2.5
 

-1.1 -3.1 2.5 2.4
Aoriculture -5.2 -6.4 -4.7 -3.2 3.3 

0.0 2.6 12.8 15.9
mining 2.6 -2.6 0.0 -2.6 2.7 


0.6 4.0 2.5 4.2 5.2
Secondary production -11.6 -10.1 -7.0 2.4 


3.7 2.5 3.0 3.5
Manufacturino -10.7 -10.4 -8.4 2.0 1.3 

-5.7 4.6 2.6 14.0 17.3
Construction" -22.6 -15.3 -4.2 2.0 


5.0 2.5 2.0 2.1
Utilities -1.9 -3.1 -2.5 5.0 2.7 


2.6 1.6 1.9 2.2
Services -6.9 -8.4 -5.4 2.1 2.6 


0.5 0.3 2.1 2.5
Commerce -17.7 -14.9 -12.0 2.6 1.2 

7.0 4.5 2.0 2.0
Government services 2.9 1.2 3.0 1.0 6.B 


Transport, storage.and
 
1.8 0.5 I.B 2.3
communications -7.2 -10.9 -6.5 6.0 2.9 


1.0 3.0 1.5 2.4 2.6
Finance -3.3 -9.3 5.8 0.2 

Housing 2.4 2.9 2.6 2.0 1.6 1.5 0.3 1.6 1.8
 

0.5 1.5 1.8Other -7.7 -8.6 -11.4 0.5 -0.6 0.2 

(As percent of GDP) 

100.0 100.0 100.0
ross Domestic Product 100,0 100.0 100.0 100.0 100.0 100.0 100.0 
----- -- --............
 

Primary oroduction 24.7 25.7 26.2 26.5 25.4 25.7 24.9. 24.0 24.0 23.9
 

Aoriculture 24.6 25.6 6.1 26.4 25.3 25.6 24.e 23.9 23.9 23.7
 
0.1 0.2Mining 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 

24.0 24.9
Secondary roduction 25.2 24.4 23.9 23.6 23.6 24.0 24.5 25.4
 

Manufacturino '1B.2 17.9 17.4 16.9 17.1 16.9 17.2 17.5 17.6 17.7
 
3.4 3.9
Construction 4.0 3.4 3.1 3.2 3.2 3.0 3.0 3.1 

Utilities 3.0 3.2 3.4 3.5 3.7 3.7 3.B 3.0 3.8 3.8 

Services 50.0 49.9 49.8 49.9 50.6 50.7 51.0 51.5 51.1 50.7
 

16.1Commerce 21.1 19.0 17.6 16.4 16.8 16.6 16.1 16.3 16.2 

14.16overneent services 9.2 10.4 11.5 12.5 12.5 13.1 13.7 14.3 14.2 

Transport, storaoe,and 
5.9
communications" 5.0 5.9 5.7 5.7 6.0 6.0 6.0 6.0 5.9 


Finance 2.9 3.1 3.1 3.5 3.4 3.4 3.4 3.5 3.5 3.4 
Housing 3.5 4.0 4.4 4.9 4.9 4.9 4.9 4.8 4.B 4.7 

6.5Other 7.5 7.5 7.5 7.0 7.0 6.9 6.7 6.7 6.6 

S --------------- --- ----- --------------- --------

Source: Central Reserve Bank ;and AID estimates. 
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Nitional Income Accounts 

Prel. Proo. 
1979 1980 1981 1962 1983 1984 1985 1986 1987 19S4 

(Inmillions of current colones) 

EDP at market orices 8607.2 8916.6 8646.5 8966.2 10151.8 11657.2 14330.8 19762.9 23543.8 28131.1 

Exports of coods and 
nonfactor'services 3182.2 3046.1 2382.5 2042.3 2486.0 2535.9 3199.2 4896.1 4404.9 4317.5 

Irports of gcozds and 
nonfactor services 3196.9 2964.4 2902.2 2552.7 3036.3 3326.6 4283.0 5649.7 5907.4 6409.0 

Gross domestic exoenditure 8621.9 8834.9 9166.2 9476.6 10702.1 12447.9 15414.6 20516.5 25046.3 30222.6 

Consumption
Private 

7065.7 
5932.7 

7652.0 
6404.6 

7935.1 
6566.5 

8291.2 
6976.5 

9478.4 
7B71.4 

11053.5 
91B4.1 

13660.2 
11640.3 

17897.3 
15094.7 

22043.6 
18819.4 

26404.9 
22764.4 

Public 1133.0 1247.4 1368.6 1414.7 1607.0 1869.4 2219.9 2802.6 3234.2 3640.5 
Gross fixed investment 
Private 

1511.7 
989.6 

1210.1 
574.6 

1173.0 
539.2 

1129.6 
585.0 

1179.8 
715.7 

1335.9 
880.6 

1723.3 
1250.7 

253.5 
2091.1 

3025.5 
2360.8 

3971.3 
3103.5 

Public 522.0 635.5 533.8 544.6 464.1 455.3 472.6 502.4 664.7 867.8 
Changes ininventories 44.5 -27.2 58.1 55.8 43.9 56.5 -166.9 25.7 -22.8 -153.6 

(Inmillions of 1962 colones) 

EOP at market orices 3601.6 3289.3 3016.8 2847.7 2870.4 2935.6 2993.6 3012.5 3092.3 3185.0 

Exports of gCods and 
nonfactor services 785.8 616.6 690.4 588.4 705.0 674.4 648.1 566.4 621.3 640.6 

Imports of ooods and 
nonfactor serices 690.4 598.4 785.6 616.6 695.8 710.4 713.9 694.0 690.4 717.5 

Gross domestic exoenditure 3506.2 3271.1 3112.2 2875.9 2661.2 2971.6 3059.4 3140.1 3161.4 3261.9 

Consuotpion
Private 

3015.8 
2648.2 

2859.1 
2412.1 

2716.0 
2283.0 

2520.1 
2084.6 

2535.6 
2095.7 

2636.3 
2175.3 

2742.8 
2250.6 

2755.5 
2244.9 

2785.0 
2267.3 

2B21.6 
2301.3 

Public 367.6 447.0 433.0 435.5 439.9 461.0 492.2 510.6 517.7 520.3 
Gross fixed investment 50B.4 422.0 376.7 338.7 313.5 320.8 353.6 3110.1 411.0 460.4 
Private 276.0 186.0 161.3 163.7 178.0 199.4 241.9 285.8 310.5 349.2 
Public 232.4 236.0 215.4 175.0 135.5 121.4 111.7 94.3 100.5 111.2 
Changes ininventories -18.0 -10.0 19.5 17.1 12.1 14.5 -37.0 4.5 -34.6 -20.1 

-- ------------------------ ------------------------ ---
Source: Central Reserve Bank ; and AID estimates. 



--- --- ------------------- -------------------------------- -----------------------------------

--

ANNEX I
 
4 of 14
 

J1-Apr-EB
 

National Income Accounts 
(Annual percentage change) 

Prel, Proa.
 
1980 1981 1982 1983 1984 1985 1986 1987 198S
 

(Inmillions of current colones)
 

EDP at market prices 3.6 -3.0 3.7 13.2 14.8 22.9 37.9 19.1 19.5
 

Exports of acds and
 
norfactor'services -4.3 -21.8 -14.3 21.7 2.0 26.2 53.0 -10,0 -2.0
 

Imports of pooas and
 
nornfactor services -7.3 -2.1 -12.0 18.9 9.6 2B.B 31.9 4.6 8.5
 

Gross domestic exoenditure 2.5 3.7 3.4 12.9 16.3 23.6 33.1 22.1 20.7
 

Consumetion 6.3 3.7 4.5 14.3 16.6 25.4 
 29.1 23.2 19.8
 
Pr ivate 9.0 2.5 4.7 14.5 16.7 26.7 29.7 24.6 21.0
 
Public 10.1 9.7 3.4 13.6 16.3 18.7 26.2 15.4 12.6
 

Gross fixed investment -20.0 -3.1 -3.7 4.4 13.2 29.0 50.5 16.7 31.3
 
Private -41.9 -6.2 8.5 22.3 
 23.0 42.0 67.2 12.9 31.5
 
Public 21.7 -16.0 2.0 -14.8 -1.9 3.8 6.3 32.3 30.6
 
Chances ininventories -161.1 -313.6 -4.0 -21.3 33.3 -308.7 -115.2 -188.7 573.7
 

(Inmillions of 1962 colones)
 

GDP at market prices -8.7 -8.3 -5.6 O.B 
 2.3 2.0 0.6 2.6 3.0
 

Exports of goods and
 
nonfactcr services -21.5 12.0 -14.8 19.8 -4.3 -3.9 -12.6 9.7 
 3.1
lJ-n' ('nc and
 
nunfactor services -13.3 31.3 -21.5 12.8 2.1 0.5 -2.8 -0.5 3.9
 

Gross domestic expenditure -6.7 -4.9 -7.6 -0.5 3.9 3.0 2.6 0.7 3.2
 

Consumption -5.2 -5.0 -7.2 0.6 4.0 4.0 0.5 1.1 1.3
 
Private -8.9 -5.4 
 -8.7 0.5 3.8 3.5 -0.3 1.0 1.5
 
Public 21.6 -3.1 0.6 1.0 4.8 6.B 3.7 1.4 0.5
 

Gross fixed investment -17.0 -10.7 -10.1 -7.4 2.3 10.2 7.5 6.1 12.0
 
Private -32.6 -13.3 1.5 9.7 12.0 21.3 18.1 8.6 12.5
 
Public 1.5 -6.7 
 -18.8 -22.6 -10.4 -8.0 -15.6 6.6 10.6
 
Changes ininventories -44.4 -295.0 -12.3 -29.2 19.8 -355.2 -112.2 -868.9 -41.9
 

S ---- --------------------------- -------
Source: Central Reserve bank ; and AID estimates. 
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Financing Of Investment
 
-
-iarof neset------
-

pre Pr 
1982 1993 1984 1985 1986 1987 192­1979 1980 1981 

(Inmillions of current colones)
 
3002.7 3817.7
1554.4 261.2 --­1223.7 1394.4 ----
1182.9 1131.1 1185.4 ---------
1556.1 ------ ------


Gross domestic investment ------
 236C.9 3103.5
 -- --------------------------------------- 539.2 585.0 715.7 880.6 1250.7 2091.1

989.6 574,6 867.8
Private sector 502.4 664.7
455.3 472.6


533.8 544.6 464.1 -153.6
522.0 635.5 -168.9 25.7 -22.8 

43.9 58.5
Public sector 44.5 -27.2 58.1 55.8 


Changes ininventories 

3002.7 3817.7
1394.4 1554.4 2619.2
1131.1 1185.4 1223.7 


Financing of investment 1556.1 1182.9 

-------------------------......
----------- ------ 2262.1
---------------------- 2155.4 1952.7
756.3 8"0.6


55b.6 582.7 683.8 18 .6
1596.6 1180.2 458.4 1437.8 1693.4 

Bross national savings 579.2 600.3 791.6 925.3 255.3 44.1
1083.1 1139.3 -2.2 717.6 


Private sector 41.9 -22.6 -17.6 -107.6 -169.0 1050.0 1Z550
513.5 723.8 463.8
539.9 638.1
Public sector 2.8 574.5 602.7
-40.5

Foreign savings 1/ 


(As percent of GDP)
 
12.8 13.6
10.B 13.3
12.1 12.0 10.0 11.013.1 13.2
18.1 13.3 


Bross domestic investment 
 2.8 3.1
8.7 10.6
---------------- ------ 6.5 7.0 7.6 3.1
6.4 6.2 2.8
11.5 3.9 3.3 2.5 

Private sector 7.1 6.2 6.1 4.6 -0.1 -0.5
6.1 0.5 -1.2 0.1 

Public sector 0.6 0.4
-0.3 0.7 

Changes ininventories 

0.5 


12.8 13.6
10.8 13.3
12.1 12.0
13.1 13.2
18.1 13.3 

Financing of investeent ---.----.---- 8.3 8.0 
------------------------ 6.7 6.5 5.8 10.9 6.513.2 6.4 6.5 7.218.5 7.9 3.2 7.3 
Gross national savings 12.8 6.7 6.7 7.8 3.6 1.1 1.512.6 2.6-1.4
Private sector 

6.0 0.5 -0.3 -0.2 -1.1 
5.5 5,1 2.3 4,5 5.5 

6.7 5.3
Public sector 0.0 6.6 

Foreiqn savings 11 -0.5 -------------­

1/ Current account balance excludino 
official transfers.
 

Source: Central Reserve Bank ; and AID estimates.
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Summary Balance of Payments
(inmillions of U.S. dollars)
 

TARGET REVISED GOES AID
 
1984 1985 1986 1987 1987 1/ 19 2/ 1988
 

Current account -213.4 -204.4 1.7 -149.8 -60.8 -116.0 
 -174.0
 
__ ----­flerchandise trade 
 -251.7 -266.2 -180.0 -420.6 -384.4 -450.7 -423.0Exports. f.o.b 
 725.8 695.1 754.9 579.4 590.9 624.5 629.0
Imports, c.i.f -977.5 -934.9
-961.3 -1000.0 -975.3 -1075.2 -1052.0
Services(net) -122.4 
 -114.2 -74.1 6.1 -5.7 -55.6 -63.0
Nonfactor 
 24.3 14.4 53.0 142.1 120.9 72.0 54.0
Factor 
 -146.7 -128.6 -127.1 -136.0 -126.6 -127.6 -117.0
Direct Investment 
 -52.5 -44.6 -35.9 -23.8 -40.5 -14.6 -4.0
Interest 
 -94.2 -84.0 -91.2 -112.2 -86.1 -113.0 -113.0
Private transfers(net) 130.2 136.9 162.8 
 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.S. AID 
 27.8 33.3 73.1 103.7 106.7 132.9 94.0
Other official 
 2.7 5.8 19.9 33.5 32.1 57.1 34.0
 
----------------------------.---


Capital
-

account 74.0 83.6 -154.3 -7.4 -104.5. . -- . . ----.. ..-- ---- ----. -
-22.5 -13.0
 

Private and net errors and 
 -2.1 13.0 -144.3 0.0 -36.9 -74.5 -29.0
 
omissions
 

Public(net) 
 92.2 106.2 64.0 68.6 28.6 89.3 
 71.0

Disbursecents 3/ 130.6 153.0 114.2 
 125.1 84.2 139.9 123.0
Amorti:ationS 38.4 46.8 50.2 56.5 
 55.6 50.6 52.0Pank capitalinet) -16.1 -35.6 -74.0 -76.0 -96.2 -37.3 -55.0
Disbursements 
 141.3 116.2 141.8 75.1 101.4 124.4 105.0
AtortizatIons 
 157.2 151.8 215.8 151.1 197.6 161.7 160.0


Sold revaluaticn 
 90.7

Overall balance(-deficitl) -139.4 -120.8 
 -61.9 -157.2 -165.3 -138.5 -187.0
 

Chanoe inreserves-increase) -7.6 -75.4 -50.7
-46.8 -6.5 
 -35.4

U.S.cozwensatory aid 4/ 147.0 137.3 

17.6
 
167.6 J63.7 216.0 173.9 169.4
FSF-POP 
 35.0 160.0 130.0 156.0 204.0 159.0 155.0
PL-480 TITLE 1I 12.0 7.6 7.3 7.7 7.9 7.0 
 6.5
SECTION 416 
 0.0 0.0 0.0 0.0 4.1 7.9 7.9
 

Source:Central Peserve Bank of EL Salvador and USAID estimate.
 
1/1987 data shcws Central Reserve Bank latest POP estimates.

2/Goes POP proyections for 
198 have been adjusted to reflect BCR's 1987 revisions on
 

non-traditional eycorts.
3/Includes PL-45i Title I.
4/ Assistance related orlv to balance of pavents support, 
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Merchandise Exoorts(f.o.b.ll/
 
(inmillions of US dollars)
 

TAR6ET REVISED GOES AID
 
1984 19B5 1986 1987 1987 1/1968 2/ 1988
 

Total exports, (fob) 725.9 695.1 754.9 579.3 590.9 624.5 629.0
 

499.1 519.9 5B5.9 400.3 382.2 394.7 399.0
Traditional exorts 

Coffee
 

value 443.9 457.9 539.1 363.0 347.3 351.3 348.0
 
3417.4 2901.7 3300.0 3348.9 2997.9 2900.0
volume 3530,4 


unit value 125.7 134.0 IB5.B 110.0 103.7 117.2 120.0
 
Cotton
 

4.5 2.9 2.3 6.6 4.0
value 9.1 29.0 

volume 114.4 513.8 131.6 *61.2 58.6 130.5 BO.0
 
unit value 79.5 56.4 34.2 45.8 39.2 50.6 50.0
 

Sugar
 
23.2 25.3 19.0 12.1 13.7 12.0
value 25.9 


volume 1636.2 2422.4 2144.3 1777.2 B21.4 1578.3 1095.0
 
8.7 .11.0
unit value 15.6 9.6 11.6 10.7 14.7 


Shrumo
 
value 
 20.2 9.8 17.0 15.5 20.5 23.1 25.0
 
volume 
 5030.0 2565.0 4364.0 3624.0 4266.0 4531.0 4550.0
 
unit value 4.0 3.B 3.9 4.3 4.8 5.1 5.5
 

226.8 175.2 169.0 179.0 206.7 229.B 240.0
Nontraditional exports 

157.2 95.7 91.0 97.6 119.6 131.7 137.5
CACM 


91.4 89.1 98.1 102.5
to other markets 69.6 79.5 7B.0 


(Annual percentage change)
 

Total exports -4.2 -4.2 8.6 -23.3 -21.7 5.7 6.4
 

Traditional exports -8.2 4.2 12.7 -31.7 -34.8 3.3 1B
 
Coffee
 

value 1.6 3.2 17.7 -32.7 -35.6 1.2 0.2
 
volume -9.B -3.2 -15.1 13.7 15.4 -10.5 -13.4
 
unit value 12.4 6.6 38.7 -40.B -44.2 13.0 15.7
 

Cotton
 
value -83.6 21B,7 -84,5 -37.8 -48.9 187.0 73.9
 
volute -85.1 349.1 -74.4 -53.5 -55.5 122.7 36.5
 
unit value 10.6 -29.1 -39.4 33.9 14.6 29.1 27.6
 

Sugar
 
value -35.4 -10.4 9.1 -24.9 -52.2 13.2 -0.5
 
voluLe -15.6 48.1 -11.5 -17.1 -61.7 92.1 33.3
 
unit value -23.7 -39.2 22.6 -9.1 24.9 -40.8 -25.2
 

Shrimp
 
value 72.6 -51.5 73.5 -8.8 20.6 12.7 22.1
 
volume 134.9 -49.0 70,1 -17.0 -2.2 6.2 6.7
 
unit value -27.3 -5.0 2.6 10.3 23.1 6.2 14.6
 

Nontraditional exports 6.7 -22.B -3.5 5.9 23.5 10.1 15.0
 
MCCA -4.7 -39.1 -4.9 7.3 31.4 10.1 15.0
 
To other markets 46.0 14.2 -1.9 4.4 14.2 10.1 
 15.0
 

(Inpercent of total value)
 

Total exports 100.0 100.0 100.0 100.0 100.0 100.0 100.0
 

Traditional exports 68.9 74.8 77.6 69.1 64.7 63.2 61.9
 
65.9 71.4 62.7 58.8 56.3 55.3
Coffee 61.2 


Cotton 
 1.3 4.2 0.6 0.5 0.4 1.1 0.6
 
Sugar 3.6 3.3 3.4 3.3 2.0 2.2 1.9
 
Shrimp 2.9 1.4 2.3 2.7 3.5 3.7 4.0
 

Nontraditional exports 31.2 25,2 22.4 30.9 35.3 36.8 38.2
 
21.7 13.8 12.1 16.8 20.2 21.1 21.9
MCCA 


To other markets 9.6 11.4 10.3 14.1 15.1 15.7 16.3
 

Source: Central Reserve Bank and USAID estimates. 
I/ 19B7 data shows Central Reserve Bank latest estimates on non-traditional exports. 
2/GOES BOP provections for 19H8 have been adjusted to reflect BCR's 1987 revisions on 

non-traditiohal exports. 
3/Volute inthousands of quintals; unit value indollars per quintals. 

http:Exoorts(f.o.b.ll
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Merchandise Imports(c.i.f.)
 
(inmillions of dollars)
 

TARGET ACTUAL GOES AID
 
1984 1985 1986 1987 1987 1988 198B
 

Total imports(c.i.r.) 977.5 961.3 934.9 1000.0 79.3 1075.2 1052.0
 

Consumar goods 
Nondurab les 
Durables 

276.5 
238.5 
38.0 

258.8 
210.9 
47.9 

208.0 
178.9 
29.1 

233.5 
204.3 
29.2 

237.1 
208.9 
28.2 

261.5 
230.3 
31.2 

290.0 
245.0 
45.0 

Raw materials 
Aoriculture 
Of which: fertilizers 

568.8 
57.3 
25.0 

544.8 
75.5 
39.5 

550.1 
70.0 
49.5 

577.6 
75.6 
33.5 

50B.8 
43.0 
26.9 

560.9 
47.4 
29.7 

539.0 
45.0 
25.0 

Industry I/ 
Construction taterials 

460.9 
50.6 

423.1 
46.2 

425.1 
55.0 

434.9 
67.1 

411.1 
54.7 

453.1 
60.4 

434.0 
60.0 

Capital goods 
Agriculture 
Industry 
Transport 
Construction 
Other 

132.2 
13.0 
42.6 
53.4 
5.2 
18.0 

157.7 
13.5 
43.3 
67.9 
6.2 

26.8 

176.8 
13.3 
45.0 
90.0 
8.5 
20.0 

188.9 
13.3 
53.0 
75.7 
14.7 
32.2 

229.4 
10.1 
71.2 
105.9 
9.4 

32.8 

252.8 
11.1 
76.4 
116.7 
10.4 
36.2 

223.0 
10.0 
71.0 

102.0 
10.0 
30.0 

Memorandum
 

Total itports
 
excluding petroeum 847.2 828.1 852.9 891.7 875.2 963.7 941.1
 

Fetroleu3 impcrts
Value 130.3 133.2 82.0 10B.3 100.1 111.5 110.9
 

Volume (mbb) 4.4 4.7 4.9 5.5 5.5 5.6 5.6
 
Unit value(USSit.) 29.6 28.3 16.7 19.7 18.2 19.9 19.8
 

GDP inmillions of Dollars 3837.0 4056.0 4231.0 4527.0 4409.0 5209.4 5148.0
 

Ilincludes pEtrcleur products
 
Source:Central Reserve Bani of EL Salvador and USAID estimate
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Monetary Data
 
(Inmillions of colones)
 

December 31 (Actual) Monetary Deviation Decesber 31 12
 
- --------------------------------- Prcor.Tar ge froc vec. -------------­

1984 1985 1986 1987 Dec:31, 197 31 Target Program
 

Banking Systee
 

1132.2 1365.B 1255.4 1509.2 1287.9 221.3 1698.1
Net International Reserves 1/ 


6212.0 7009.7 9343.0 81.2.1 9494.9 -1356.8 8993.6
Net Domestic Assets 


7977.4 8670.7 9189.B -519.1 9921.9
Domestic Credit 	 5932.6 71B0.9 

Credit to public sector 2/ 	 2001.5 2346.7 2213.3 2430.5 2509.9 -79.4 2648.9
 

1560.4 I820.5 1633.7 1773.6 1858.8 -85.2 1946.6
Central overnment (net) 

Credit 3/ 	 2033.9 2238.6 2297.5 2466.7 2543.2 -76.5 2566.7
 

-473.5 -418.1 -663.8 -693.1 -684.4 -8.7 -620.1
Deposits 

Rest of public sector 441.1 526.2 579.6 656.9 651.1 5.8 702.3
 

609.2 640.8 656.5 711.7 667.7 44.0 790.1
Official credit institutions 

5107.6 5528.5 6012.2 -483.7 6482.9
Credit to private sector 3321.9 4193.4 


Other (residual) 279.4 -171.2 365.6 -532.6 305.1 -837.7 -928.3
 

2063.9 -96.9 1780.6
Medium/long-term foreign liabilit. 3036.0 2857.6 2453.5 1967.0 

--- ---- --- -- .... 	 --- -- - --­

4308.2 5517.9 7144.9 7680.3 8718.9 -1038.6 8901.1
Liabilities to private sector 


1812.0 2310.3 2796.5 2807.2 3502.7 -695.5 3289.2
Money 

Quasi-money 2496.2 3207.6 4348.4 4873.1 5216.2 -343.1 5611.9
 

Central Reserve Bank
 

1388.1
Net International Reserves I/ 836.4 828.8 890.4 1180.5 872.9 307.6 


4016.2 3556.1 3282.4 4164.5 -B82.1 3408.9
Net Dosestic Assets 	 3821.2 

-
------------ .---------

3718.9 3350.2 4117.9 3817.4 300.5 4375.5
 
Public sector (net) 1698.7 1978.2 1687.2 2126.2 1964.3 261.9 1940.5


Dosestic Credit 	 3216.4 


1424.3 1639.5 1338.1 1422.4 1474.8 -52.4 1541.8
Central Govern3ent 

Credit 3/ 	 1875.0 2020.0 1968.1 2077.3 2104.8 -27.5 2116.7
 

-450.7 -380.5 -630.0 -654.9 -630.0 -24.9 -574.9
Deposits 

Rest of public sector 274.4 338.7 349.1 703.8 389.5 314.3 398.7
 

353.1 435.1 475.0 545.2 546.5 -1.3 592.3
Credit 

-125.9 158.6 -157.0 	 315.6 -183.6
Deposits 	 -78.7 -96.4 


677.0 BE5.9 817.3 1077.6 1046.0 51.6 1458.5
Commercial tanks 

854.8 845.7 894.1 907.1 -13.0 976.5
Others nonbank financial inst. 8aJ.7 

214.0 162.4 	 -57.0 IB6.4
Private 	 237.8 189.2 239.4 


Public 	 602.9 
 640.8 656.5 711.7 667.7 44.0 790.1
 

Other (residual) 	 604.8 297.3 205.9 -835.5 347.1 -1182.6 -966.6
 

Medius/lorg-term foreign liab. 3028.8 2851.B 2442.2 1962.3 2053.0 -90.7 1775.9
 

784.1 901.5 832.8 1192.6 1542.3 -349.7 1489.9
Liabilities to commercial banks 


941.0 716.1 1135.7 	 1434.8 -299.1 1374.0
Bank deposits 	 710.7 

60.5 56.9 107.5 -50.6 115.9
Banks' cash invault 	 73.4 116.7 

0.0 0.0 0.0 	 n.a. n.a. n.a.
Stabilization Bonds 	 0.0 


Liabilities to nonbank
 
16.0 -8.0 12.0
financial institutions 9.4 11.9 15.0 10.0 


-
-~~---

835.3 1079.9 1156.5 1298.0 1424.1 -126.1 1519.2
Currency inCirculation 

------ ----- -. . . 

Source: Central Reserve Bank.
 
1/ Data for 1984 and 1965 has been adjusted to make itcomparable with the followino years. 

The colon was devalued and the ooll hodings were revalued to reflect the avet ate inJanuarv 1986. 
2/ JUis isnt net credit as deposits of the rest of the public sector are included inliabilities to 

Inpriv e sector. 
3/ Includes C75.7 million classified inthe 1987 Prgram as unallocated resources. 
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Monetary Data 
(Relative Change) 

December 31 

1985 1986 1987 Proq.88 

Banking System 

Net International Reserves 1/ 20.6 -8.1 20.2 11.9 

Net Domestic Assets 12.9 19.0 -2.5 10.5 

Domestic Credit 
Credit to public sector 2/ 

Central Government (net) 
Credit 3/ 
Deposits 

Rest of public sector 
Official credit institutions 
Credit to private sector 

Other (residual) 

21.0 
17.2 
16.7 
10.1 

-11.7 
19.3 
5.2 
26.2 

-161.3 

11.1 
-5.7 

-10.3 
2.6 
58.8 
10.1 
2.5 

21.8 
-313.6 

9.7 
9.8 
8.6 
7.4 
4.4 
13.3 
9.4 
8.2 

-245.7 

14.4 
9.0 
9.8 
4.1 

-10.5 
6.9 
11.0 
17.3 
74.3 

Mediuc/long-term foreign liabilit. -5.9 -14.1 -19.8 -9.5 

Liabilities to private sector 

Money 
Quasi-money 

28.1 

27.5 
28.5 

29.5 7.5 

21.0 0.4 
35.6 12.1 

Central Reserve Bank 

15.9 

17.2 
15.2 

Net International Reserves 1/ -0.9 7.4 32.6 17.6 

Net Domestic Assets 5.1 -11.5 -7.7 3.9 

Domestic Credit 
Public sector (net) 

Central Boverntent 
Credit 3/ 
Deposits 

Rest of public sector 
Credit 
Deposits 

Commercial banks 
Others nonbank financial inst. 
Private 
Public 

Other (residual) 

Medium/long-term foreign liab. 

15.6 
16.5 
15.1 
7.7 

-15.6 
23.4 
23.2 
22.5 
30.9 
1.7 

-10.0 
6.3 

-50.9 

-5.0 

-9.9 
-14.7 
-19.4 
-2.6 
65.6 
3.1 
9.2 

30.6 
-7.7 
-1.1 
-11.6 
2.5 

-30.7 

-14.4 

22.9 
26.0 
6.3 
5.5 
4.0 

101.6 
14.8 

-226.0 
34.3 
5.7 
-3.6 
9.4 

-505.9 

-19.7 

6.3 
-8.7 
8.4 
1.9 

-12.2 
-43.4 
6.9 

-215.8 
32.9 
9.2 
2.2 
11.0 
15.7 

-9.5 

Liabilities to commercial banks 15.0 -7.6 43.2 24.9 

Dank deposits 
Banks' cash invault 
Stabilization Bonds 

19.3 
-17.6 
n.a. 

-14.9 
92.9 
n.a. 

58.6 
-51.2 
n.a. 

21.0 
103.7 
n.a. 

Liabilities to nonbank 
financial institutions 26.6 26.1 -33.3 20.0 

Currency inCirculation 29.3 7.1 12.2 17.0 

Source: Central Reserve Dank. 

-( 
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Consolidated Operations of the Central Government 
(Inmillions of Colones)
 

1987 1988
 

1984 1985 1986 Progr. Prel. Progr. Proj.
 

2845.9 2723.0 2706.9 2978.9 2950.8
Current Revenue 	 1537.5 1918.7 

1342.5 1666.0 2539.5 2510.9 2515.1 2749.1 2721.0
Tax Revenue 


212.1 191.8 229.8 229.8
Nontax Revenue 195.0 252.7 306.4 


1908.9 2675.0 2790.3 2877.7 3029.3
Current Exre>nditure 	 1770.4 2567.2 

1453.1 1841.7 2083.3 2208.9 2240.1 2384.1Consurption 	 1300.2 

1748.4 1839.8 1924.1
Wages and salaries 1004.9 1182.0 1456.9 1691.3 

460.5 	 460.0
384.8 392.0 	 400.3
Goods and services 295.3 271.1 

241.2 256.2 256.2
Interest 	 165.3 171.5 260.0 250.9 

340.2 	 389.0
304.9 284.3 465.5 340.8 381.4 

Capital Revenue 1.4 0.2 2.4 -.- 0.1 -.- -

Transfers 


311.8 652.9 597.8 418.3 418.3
382.6 150.6
Grants 


773.6 853.3 673.6
Capital Expenditure 474.0 541.6 601.9 1066.6 

346.3 369.5 484.6 792.6 498.1 753.2 577.9
Fixed Capital Formation 


274.0 275.5 100.1 95.7
Transfers 	 127.7 172.1 117.3 


51.3 75.6 75.6
Net Lending -21.6 6.2 269.2 171.3 


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 
-95.4 	 356.5
External Financing 211.4 268.8 286.1 29.3 	 356.5 


89.9 118.4 -7.9 507.7 405.8 52.9 52.9
Internal Financing 

Source: Central Reserve Bank 	of El Salvador 
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Operations of
 
Rest of the General Government
 

(InMillion 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 
Wages and salaries 
Goods and services 

331.0 
240.4 
90.6 

335.1 
255.0 
80.1 

371.7 
279.4 
92.3 

398.0 
306.3 
91.7 

396.9 
306.3 
90.6 

444.7 
351.8 
92.9 

458.0 
358.0 
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 6.3 1.1 -.- -.- -.- -.- 0.2 

Capital Expenditure 
Fixed Capital Formation 

123.2 
123.2 

145.9 
145.9 

175.8 
175.8 

173.0 
173.0 

173.0 
173.0 

112.4 
112.4 

112.4 
4 

Transfers 

- :t L-- ing -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 (-) 
External Financing 
Internal Financing 

-126.4 
-1.0 

127.4 

-108.1 
-0.8 

.108.9 

-44.2 
-1.5 
45.7 

35.0 
-1.5 

-33.5 

51.4 
-1.5 

-49.9 

26.3 
-1.5 

-24.8 

10.5 
-2.0 
12.5 

Source: Central Reserve Bank of El Salvador 
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Operations of the Nonfinancial Public Enterprises

(Inmillions of Colones)
 

1987
1984 1985 1986 Progr. Prel. Progr. 
1988 

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 1044.1Wages 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 
 .. .. . 

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-.1Transfers ... 

Net Lending .... 

Current Account Balance 140.8 105.5 147.8 18.5 82.1 95.9 140.4
 
Sunup.lus/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 95.0Internal 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 

(Inmillions of Colones)
 

1986 


4113.0 

2539.5 

1573.5 


3594.2 

3012.6 

1982.2 

1030.4 

441.3 

140.3 


2.7 

311.8 

869.5 
766.5 

103.0 


78.7 

518.8 

-427.6 

-113.4 
226.7 


-112.3 


1987 1988
 
Progr. Prel. Progr. Proj. 

4192.3 4344.8 4427.8 4674.2 
2510.9 2515.1 2749.1 2721.0
 
1681.4 1829.7 1678.7 1953.2
 

4052.7 4256.6 4122.2 4514.1
 
3442.0 3643.5 3483.6 3886.2
 
2294.6 2355.4 2492.0 2586.2
 
1147.4 1288.1 991.6 1300.0
 
424.6 436.1 412.8 412.8
 
186.1 177.0 225.8 215.1
 

20.7 63.3 0.3 0.0 

652.9 597.8 418.3 418.5 

1206.4 888.3 1293.8 1114.1 
1111.0 794.6 1213.1 0
 

95.4 93.7 80.7 65.7
 

153.9 51.6 56.3 75.9 

139.6 88.2 305.6 160.1 

-1200.0 -788.4 -1044.2 -1029.9 

-548.0 -190.6 -625.9 -611.4 
247.0 -184.9 450.0 449.5
 
301.0 375.5 175.9 161:9
 

Current Revenue 
Tax Revenue 

Nontax Revenue 


Current Expenditure 

Consumption 


Wages and salaries 

Goods and services 


Interest 

Transfers 


Capital Revenue 

Grants 

Capital Fxpenditure 
Fixed Capital Formation 
Transfers 

Net Lending 

Current Account Balance 

Surplus/Deficit (-) 
Before Grants 

Overall Surplus/Deficit (-) 
External Financing 
Internal Financing 

1984 


2520.7 
1342.5 

1178.2 


2647.7 

2143.1 

1403.0 

740.1 

337.8 

166.8 


14.5 

388.9 

690.6 
592.6 

98.0 


-77.7 

-127.0 

-725.4 

-336.5 
226.2 

110.3 


1985 


2862.9 
1666.0 

1196.9 


2734.2 

2349.4 

1629.5 

719.9 

246.6 

138.2 


21.5 

151.7 

733.3 

598.7 

134.6 


6.6 

129.7 

-589.7 

-438.0 
239.8 

198.2 


Source: Central Reserve Bank of El Salvador
 

Doc. 1581K 
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Listed below are statutory criteria applicable
 
to: (A) FAA funds generally; (B)(1) Development

Assistance f~nds only; or (B)(2) the Economic
 
Support Fund 6nly.
 

A. 	GENERAL CRITERIA FOR COUNTRY
 
ELIGIBILITY
 

1. 	 FY 1988 
Continuing Resolution Sec. 526. Nb
 
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?
 

2. 	 FAA Sec. 481(h). (This provision applies N/A
 
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 country
a 

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 signi'ficantly
 
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 I International Narcotics Control
 
Strategy Report (INSCR) determined and
 
certified to the Congress (without
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Congressional enactment, within 30 days
of continuovs session, of a resolution
disap roving 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, o that (b) the vital national 
interests of the United States require
the provision of such assistance? 

3. Druq Act Sec. 2013. (This section 
applies to the same categories of 
assistance subject to the restrictions in 
FAA Sec. 481(h), above.) If recipient 
country is a "major illicit drug
producing country" or "major drug-transit
country" (as defined for the purpose of 
FAA Sec 4B1(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 

N/A 

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? 



4. FAA Sec. 620(c). If assistance is to a 

government, is the government liable 
as
 
debtor) or urconditional guarantor on any

debt to a U.S. citizen for goods or
 
services furnished or ordered where (a)

such itizen has exhausted available
 
legalremedies and 
(b) the debt is not
 
denied or contested by such government?
 

5. 	FAA Sec. 620e)jij. If assistance is to 

a government, has it (including any 

government agencies or subdivisions) 

taken any action which has the effect of 

nationalizing, expropriating, or 

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?
 

6. 	FAA Secs. 620(a), 620(f), 620D; FY 1988 

Continuing Resolution Sec. 512. Is
 
recipient country a Communist country?

If so, has the President determined that
 
assistance to the country is vital the
to 

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?
 

7. 	 FAA Sec. 620[_iL. Has the country 

permitted, or failed to 
take adequate
 
measures to prevent, damage or
 
destruction by mob action of U.S.
 
property?
 

8. 	FAA Sec. 620(l). Has the country failed 

to enter into an investment guaranty
 
agreement with OPIC?
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No
 

No
 
(The GOES is progressing
 
toward compensation as
 
a result of the CAESS
 
concession).
 

No
 

No
 

No
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9. FAA Sec. 620(o); Fishermen's Protective No 
Act of 1967 (as amended) Sec. 5. (a) Has 
the c ntry'seized, or imposed any 
penalty or sanction against, any U.S. 
fishing vessel because of fishing 
activities in international waters? 
(b) If so, has any deduction required by 
the Fishermen's Protective'Act been made? 

10. FAA Sec. 620(q); FY 198B Continuing No 
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 
year or. interest or principal on any U.S. 
loan under a program for which the FY 
1988 Continuing Resolution appropriates 
funds? 

11. 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.) 

12. FAA Sec. 620(t). Has the country severed No 
diplomatic relationswith the United 
States? If so, have relations been 
resumed and have new bilateral assistance 
agreements been negotiated and entered 
into since such resumption? 
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13. FAA Sep. 62_u. What is the payment 
status1 0of the country's U.N. 
obligations? If the country is in 
arrear,s. were such arrearages taken into 
accou4t by the A.I.D. Administrator in 
determining the current A.I.D. 
Operational Year Budget? (Reference may 
be made to the Taking into Consideration 
inemo.) 

14. FAA Sec.. 620A. Has the President No 

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? 

15. FY 1988 Continuing Resolution Sec. 576. No 
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)? 

16. ISDCA of 1985 Sec. 552(b). Has the No 
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? 

17. FAA Sec. 666(b). Does the country No 
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? 

18. FAA Secs. 669., 670. Has the country, No 

after August 3. 1977. delivered to any 
other country or received nuclear 
enrichment or reprocessing equipment, 
materials, or technology. withobt 
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. 620E permits a special 
waiver of Sec. 669 for Pakistan.) 

11A 
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19. FAA Sec. 670. It the country is a 
non-nyleariweapon state, has it. on or 
after August 8. 1985, exported (or
attempted to export) illegally from the 
United States any material, equipment, or 
techn6logy which would contribute 
significantly to the ability of a country 
to manufacture a nuclear explosive device? 

No 

20.- ISDCA of 1981 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.) 

21. FY 1988 Continuing Resolution Sec. 528. 
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? 

No 

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

23. FY 1988 Continuing Resolution Sec. 543. 
Does the recipient country fully 
cooperate with the international refugee 
assistance organizations, the United 
States, and other governments in 
facilitating lasting solutions to refugee
situations, including resettlement 
without respect to race, sex, religion. 
or national origin? 

Yes 

6)5 



B. FUNDING SOURCE CRITERIA FOR COUNTRY
 
ELIGIBILIlY
 

1. Development Assistance Country Criteria
 

FAA 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, can 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?
 

2. 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? 
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Yes. The President has
 
certified that El 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
 
illicit drug traffickin
 
and fully cooperates wi
 
the relevant internatio
 
authorities. 
 /
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3(A)2 - NONPROJECT ASSISTANCE CHECKLIST 

The criteria liste4 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
 
Development Assistance. Selection of the
 
criteria will depend on the funding source for
 
the program.
 

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

A. GENERAL CRITERIA FOR NONPROJECT ASSISTANCE
 

1. FY 1988 Continuing Resolution Sec. 523; 	 CN submitted
 

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. 611(a)(2). If further GOES commitment
 
legislative action is required within to its Economic
 
recipient country, what is basis for Program and the
 
reasonable expectation that such action activities outlin
 
will be completed in time to permit hbrein.
 
orderly accomplishment of purpose of the
 
assistance?
 

3. 	 FAA Sec. 209. Is assistance more No
 

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.
 

/
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(a) new exchange 	and tradeFAA 	Sec. 601(a). information and
4. 	 '' on wmeasures will encourage
conclusions on whether assistance will export growth and diver­
encourjge eflorts of the country to: sification; 

(a) 	 increase the flow of international (b) FX to private sector foi 

trade; 	(b) foster private initiacive and critical imports; 

(cd)fsencurage ini ien (c)GOES agrarian reform 
competition; (c) encourage dev, .opment measures will strengthet 
and use of cooperatives, credit unions, coop in rural areas. 
and savings and loan associations; (d), (e) and (f)no direct 
(d) 	discourage monopolistic practices; effect.
 
(e) improve technical efficiency of
 
industry, agriculture, and commerce; and
 
(f) 	strengthen free labor unions.
 

5. 	 FAA Sec. 601(b). information and The passage of the foreign 
investment law, and imple­conclusions on 	how assistance will 

private trade and mentation of export promoti,encourage U.S. 
law.
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).
 

6. 	FAA Secs. 612(b) 636(h); FY 1988 N/A 

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.
 

7. 	FAA Sec. 612(d). Does the U.S. own No 
excess foreign currency of the country 
and, if so, what arrangements have been 
made for its release? 

8. 	FAA Sec. 601(e). Will the assistance N/A to cash
 

utilize competitive selection procedures transfer.
 
for the awarding of contracts, except
 
where applicable procurement rules allow
 
otherwise?
 

9. 	FAA 121(d). If assistance is being N/A
 
furnished under the Sahel Development
 
Program, has a determination been made
 
that the host government has an adequate
 
system for accounting for and controlling
 
receipt and expenditure of A.I.D. funds?
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B. 	 FUNDING CRITERIA FOR NONPROJECT ASSISTAN4CE 

1. 	 Nozproibct Criteria for Economic Support
 
Fund
 

a. FhA Sec. 531(a). Will this 

assistance promote economic and political
 
stability? To the maximum extent
 
feasible, is this assistance consistent
 

with the policy directions, purposes. and
 

programs of Part I of the FAA?
 

b. 	FAA Sec. 531(e). .Will assistance 

under this chapter be used for military
 
or paramilitary activities?
 

c. FAA Sec. 531(d). Will ESF funds made 


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 lOb?
 

If commodities are to
d. FAA Sec. 609. 

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 

in form of cash
assistanLce is the a 


transfer: (a) are all such cash 


payments to be maintained by the country
 
in a separate account and not to be
 
commingled with any other funds? (b)
 
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. determines 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
 

III
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Yes
 

No 

Yes
 

N/A
 

(a)Yes
 
(b) Yes 
(c)CN submitte.
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would themselves be available)? (c) Has
 

Conyr ss received prior notification
 
how the funds will be
proviling in detail 


used, including the U.S. interests that
 

will be served by the assistance, and, as
 

appropriate. the economic policy reforms
 
that iwill be promoted by the cash
 
transfer assistance?
 

f. FY 1988 ContinuinQ Resolution. Have N/A
 

local currencies generated by the sale of
 
imports or foreign 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
 
only for use, in
currencies available 


accordance with an agreement with the
 

United States, for development activities
 

which are consistent with the policy
 
of the FAA and
directions of Section 102 


for necessary administrative requirements
 

of the U. S. Government?
 

2. Nonproject Criteria for Development
 

Assistance
 

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
 
the use of
labor-intensive production and 


appropriate technology, spreading
 

investment out from cities to small towns
 

and rural areas, and insuring wide
 
the poor in the benefits
participation of 


of development on a sustained basis.
 

using the appropriate U.S. institutions;
 

(b) help develop cooperatives, 	especially
 

by technical assistance, to assist rural
 

and urban poor to help themselves toward
 

better life, and otherwise encourage
 
local governmental
democratic private and 


(c) support the self-help
institutions; 

efforts of developing countries; (d)
 

promote the participation of women in the
 

national economies of developing
 

countries and the improvement of women's
 

(e) utilize and encourage
status; and 

regional cooperation by developing
 

countries?
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PRoFMs 't)PF FINM,'FD LNDEP ME 
HM M-RANLJ 	 CtNOF UDrEPS1NTDNr)

I 1988 LOCAL CMUENICY PRPOGRJf PALANCE OF PA7fnEf2S/EF 

A. Extraordinary Budget for Ecorcmic Reactivation 	 ALL= nM 
(Thousands of ¢) 

A.1 Counterparts to A.I.D. Projects 
 10,200
 

A.1.1 	Judicial Reform Project (0296) 10,200
 

A.2 Counterparts for Other Dotzirs Projects 
 41,300
 

A.2.1 	 IDD Projects 
 28,000 

- Sewaqe System arK1 Potable Water 20,000 
- Livestock Dcvelcimient aim] Animal Pealth 8,000 

A.2.2 	 Other Doiz rs FrojecLs 13,300 

- lbsa]es Hspjtal (Francc) 13,300 

A.3 Other Priority Prcjects 229, 600 

A.3.1 Festorati on of Public Fervices Infrastructure 41,000 

-
-

Pura] EJectrificticn (CIM.) 
Protection Wor)s for Dridqr,n (C'1,) 

7, 000 
1,200 

-
-

insta]]ations Protecticm 
,n Marcos Tirnipa IPridue 

(Cli.,) 
(FHNIDLFAL) 

5,000 
800 

- PchabiJitatcn, Peconstruction ar Pestoration 
of tlhe N~ational Pacis aiyl D'iIdge Nletwork 
(Mini stry of tlh',ic 'or~r.) 

- Ma:ichinery a1K] Fcpipmnent hministration (AME) 
15,O0C 
12,000 

(Winistry of Public Vbri-s) 

A.3.2 kbtional Plan so,000 

-
-
-
-

Restoraticn Projects (MIAMI) 
ComHtted Civic Action Projects 
FRergency Projects (CCNAFA) 
;klninistration (CCUM'PA) 

(CUARA) 
77,V00 
5,CO 
3,000 
4,200 
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PPJFC.TS 70 IT. F]NAWCFL, U I:FJR "!HE
 
t1QPIPNEU-, OF U4PERRS17NDJ JG CN


mIIIE I9c7.8 LCCAL CUP.n!CY Pi-fAJP IAIA .. OF PA1J"N2S/ESF
 

ALLOCA7I CN 
(Thousands of v.) 

A.3.3 Private Sector Support 
 43,200
 

Free Trade ZozK (S3t Bartojo) 25,000 
- Private Voluntary Oraanizations (PVO's) 18,200 

A.3.4 Aqricultura] lIve]qment 32,300
 

- Agrariaii J'(foim Sectoi Stqplpot 23,500 
- Cbffee Pc',atli]itation 7,000 
- Jntegratc- 'est CoJtioJ/0.C]AI1/(firJA EOO 
- Lumber mxl FI..ccxl/ITXAP/CI,WJ,1 300 
- Agricultural Statistics 9C0 

A.3.5 Assistance to Displalc Forsons 5,600 

- Assist;ace to liJpl.inco'l Familjes (CONADES) 4,RC0 
- Fcod l)striLuLio, (flID1.X)) 1,000 

A.3.6 Social Sector Support 17,000 

- ]ek)ItHlitatiol) of ]n']wicds (11p) 2,000 
- Water Projects for Fural aml] Urilan Areas (ANMI) ]5,Coo 

A.3.7 IL.;Ljtutiown] Stijouit 500 

- Auditing Prcgram (BI:'oioi) 500 

'Jr'rjLIEX RAOMRDY I"LCET 281, ] 00 

B. Ministry of Finance 

B.1 Ordinary Budget Sufport 200,000 

70TAL MNIN PTY OF FIIANCF' 100, OC0 

http:PPJFC.TS
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P~oMUCT TDo IE FINANME UINDER IIE 
M)rOPANIDU' OF EFPSJANDIIG O 

MHE 3 928 LC-UL CUPR$3,';CY PFCGPAM PALACE OF PAUM ME/ESF 

C. Central Reserve Bank 

C. Private Sector Sport 

C.].1 Lines of Credit 
C.1.2 Advertising Canaiqgns and Thaini 3 
C.1.3 I[ogistic SU.lxrt for Credit Prcgran 

( 

ALLOCAf aCm 

ousands of ¢) 

340,000 
2,000 
1,500 

D. Agency for 

'J0MA, C].111RAL IP..T.Vr ]1'1J 

International L-eveJq.micnt (A.I.D.) 

343,500 

35,000 

TO T A J, (A - D) 759, C00 

E. Reserve Furd 

E.1 PestricLed 

F.2 Avai]alhle 

92,5(K) 

15,400 

1D'IAL PE.EU.E IND 107,900 

GRAND 'ID1AL (67,500 

m -11)/ 

06151 
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]nea 
J'TOIV'NI rIRiOFi*' 

wiv.O. UIPIN*1Y 
T .I:r;,'!i).WGrsCt '21lE 

n'ixio! iU.L. po0 numI.. i 

A. Lxtracrcdinary flucget for ['coneciic NPctcivaition ALLOCATION 

A.1 Counterpart to A.I.V. Projcts 101,100 

A.1.1 Aqrzirian Pefe-in Crt-xit (F-IF-02C'3) 

-t Jr fenva~t i) 'i yst "w) 

A.] .3 )'grarian Pefcvrm Hiinimci (51 £-O?117) 
A.] .4 PcpImlation Jyinc-(l-(2()1,000 
A.] .5 H~ealth S'ytQJIs Stij icrt (5 IO-03PP) 
A'.]1.6 ]iKxuE'trial Fti11II1i7'tivr (5J ?-P2U7) 
A.1.7 E'ducational Systci' I?cvita1i,-itijou (539-0295) 
A.1.0 1ix1ostrial Pa'rl:s (5.1 -V??2) 
A.1 .9 I'ariculturijl TiCI)lK)1CK.jy 'Jrar'!-fc'r (5J?-0335) 

500 

25, 000 

20,000 
4,600 

22,300 
15,000O. 
10,000 

A.2 C00oute'ipartAs for CtLI Ilk'1 s 1 j't' 26,500 

A.2.] JIMF Proiccts 11,500 

-

-

- 'ili.a' Petv-crh Vdinialiltat 101 

Ebiera)y' 'CCtor ciaiitIir3,000 
'lc~cj'hoiic Uclin Liiiaticln 

- Irc-]r've-Fnmont FCttL1iPF- (It"F[rP) 
S7ale Pcqi.LrY) Of '.)laJ'iay'ls (1'1('/CC) 

2v000 

3,500 
2,000 
1,000 

A.2.2 1UPI) Ptojccts 15,000 

- Fartl'ctv0e( PrCCcnsLttct:ic'h 15,000 

c7UI3 'JO'17\J, 127,e600 

B. Reserve Fuix] 2,400 

7 0 T A It 130,000 

06261 
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PROGRAM OF MEASURES AriD FPLII:ES 

Soeciiic Measures & Policies Deadline 	 Resoonsiole
 
Institution
 

I. ECONOMIC POLICt MEA-Sui -

A. Fic,cal Policy
 

1. Incomes
 
--Perform an audit on Marcn-Decemoer !988 Ministry of
 
income and oroperty tax 
 the Treasury
 
pavers in order to investi­
gate 4,103 cases
 
-Perform an audit of non- March-Decemoer 1988 Ministry of
 

prescribed oerioos concern-
 the Treasury
 
ino net worth ta.<es serial
 
A, husoandrv lana taxes and
 
on capitalized profits or
 
tnose .eot in reserve. It is
 
ex:oected that 015.2 million
 
colones will be collected
 

-lesLon a orototvoe in May 1988
 
order to establish 5
 
perioheral tax. administration
 
units within the urban area
 

-DesLan an accounting June 198
 
system in accordance with
 
tne operational volume of
 
small entrepreneurs and
 
businessmen
 

-Continue with projects March-Decemoer 1988 Ministry of
 
such as 'Fiscal Audits, 
 tne Treasury
 
Ta,:paver Control, Government
 
Stamos Control. Transit
 
Ta:. Collection. Around 3,000
 
audits are ex-pected to be
 
carried out
 

-Imolement measures in order
 
to recuperate delinquent tax
 
and to collect approximately
 
015.0 million
 

-Reorogram lotteries 
intro- May 1988 Ministry of
 
ducing 
new reforms in the routine tne Treasury
 
lotteries ?n the following manner: National
 

Before: 
 Now: 	 Lottery
 
1st prize 200% 150%
 
2nd prize 150% 10WI
 
3rd prize 50% 100%
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PROGRAM OF MANTh3.RES ArD FG _I,-'ES 

SoecitLc Measures & Policies 
Deadline Responsible
 
Insti tution
 

I. ECCNQMIC POLICY MEASUF-ES
 
-Concerning Extraordinary 
 May 1988 Ministry of
 
lotteries, the first orize 
 the Treasury

of 01.0 million colones 
 National
 
will be divided in two 
 Lottery
 

". ,00, prizes 

-Imulement instantaneous June 1988 Ministrv of
 
lottery, oe,2inning in Jine 
 the Treiury 

Nati ona i2. E;:'enditures Loiter/

-Continue ;itn prohiniticn .n-Dec. 
 1988 Ministrv of
 

t- coen new contracts aFnc 
 the Treasury
wakv 00sts in the Central Autoncm.-.is
 
Gcvsrr.:nent as well as in 
 Institutions
 
tne rest o+ the public
 
sector
 

-Conzinue with the Policv Jan.-Dec. 198 Ministry of
 
o-c suooressing all Government 
 the Freasurv 
_00 vacancies
 

Autonomous
 
Institutions

-Continue with gradual Jan.-Dec. 1988 
 Ministry of
 
reduction of transfers from 
 the Treasury
 
tne Central Government to
 
Autonomous Institutions
 

-Dictate e:ioenditure ouide- Feb.-Mav 1988 Ministry of 
lines for this current year the Treasurv
 
in craer to avoid exoense
 
increases bevond budgeted
 

-Elacorate a ruling ins-
 Feb. -March 19E- Ministrv of
 
trument, in order to reculate 
 the Treasury
 
public expenditure incorpora­
tino autonomous institutions
 
so as tc generalize a criteria
 
of Public E;,Denditure Austerity 

-Folloy-up and control, by Jan.-Dec. 1986 Ministry of
 
the suoervising Ministry, the Treasury!

of all Autonomous Institutions 
 Autonomous
 
budoet ooerations, Institutionsto ensure that 

the aporoved action plans and 
 Ministry of
 

Institutional budgets are complied with Public Works
 

2­

http:Autoncm.-.is
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PROG.AM OF MEASUPES AhD POL I .IES
 

Zr,7cific Measures & 	Policies 
 Deacline 	 Responsiole
 

Institution
 

I. ECONOMIC POLICY MEASUIPE 
L. Domestic Debt Administration 
-Search for instruments wnicn April 1988 	 Ministry of
wrula accommodate tne payment 
 the Treasury
 
nf tneoublic domestic dent
 
to the financial
 
caoacity of the Government
 

-Credit the 0295.C., million 
 Janua-v 1982 Ministry oif 
tne G;*ES owes trie financial the Treasury 
svstem in accrued interests 
tnrcuoh nonds, and establish 
Snew mechanism b-/ which 
accrued bonds ma./ be 
GLb-tituted by newi bonds 

-'_:fit the floating debt of 
t-nc:. Central government to a 
naomi rum not more tnan the 

Jan.-Dec. 1925 Ministry of 
tne Treasury 

1e..vel reached at December 
]-z.* 1827. and to make an 
eifort to reduce it during 

:j in accordance with 
ria.labilitv of resources 

4. Adininistrative and Ooerational Suooort Measures
 
-Elaturate a Ta. Law 
 June 198 	 Ministry of
 
L.nizn wi1ll establish a 
 the Treasury
 
_.ntcrm aoolication of
 
reoulations and principles
 

-Ca-rv out basic acti-
 January 1999 	 Ministry of

vities, sucn as the 
 the Treasury
 
, -oration of st:t-oy programs
 

aic training of Aaminis­
trative and Technical
 
Personnel, necessary for
 
the imolementation of ISAP
 
(Salvadorean Institute for
 
Funlic Administration)
 

-3
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PFPOGRAM OF MEASURES AND POLICIES
 

Soecific Measures & Policies Deadline Responsible
 

Institution
 

I. ECONOMIC POLICY MEASURES
 

-Perform a study on tne April-Dec. 1988 Ministry of 
possibility of merging the the Treasury 
General Directorate of 

Direct Revenue Service with 
the Indirect Revenue Service 

-Remodel Central Facilities National
 
to imorove workino conditions Procurement
 
and to aive a better service Agency
 
to the public.
 

-Comouterize the March-Decemner 1988 National
 
institutions' ocerations Procurement
 
tnrouch technical cooperation Agency
 
that would provide the institution
 
with the necessary equipment
 
and training
 

-Elaborate projects on the December 1988 INPEP (National
 
revaluation of pensions; Institute for
 
increase of the Minimum Pension, Public Emplovee
 
and Christmas bonus for Pensions)
 
Pensioners and other projects
 
in order to give better benefits
 
to the beneficiaries
 

-Modernize and update the March-December 1988 INPEP 
comOutation system throughout 
the institution 

-Microfilm the 35 Jan.-Jine 19&S INF'EP 
million payroll sneets 

o+ payees 

-Carry out the "Pensioners Jan.-June 198 INPEP
 
Priority Attention Project"
 
Phase II in order to decen­
tralize activities such as
 
information, reception of
 
documents* and ratification
 

of pensions
 

-Design a well defined Sept.-Oct. 19E8 Ministry of
 
salary scale system for the Treasury
 
the whole Public Administration
 

4 
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ANNEX V 
Page 5 of 33
 

F.'OG.AM OF MEASURES AND POLIC ES 

Soecific Measures & Policies Deadline 	 Responsible
 
Institution
 

I. ECONOMIC POLICY MEASURES
 

-Elaborate a document August 1988 INPEP 
comorising the "Pension 

3,stem Coordination" (ISSS, 
IPFSA and INPEP) 

-Imcrove the service for Jan.-Dec. 1988 INPEP
 
Nortoaae Loans in order to
 
provide service to the
 
10,995 applications from the
 
Administrative and Teachino
 
Sectors and grant 1,468 loans
 
to both sectors
 

-Imorove the service for Jan.-Dec. 1982 INPEP 
Personal Loans to provide 

seriice to the 10,989 
aoclications from the 
Aoministrative and Teaching 
sectors, and to grant 8,666 
loans to both sectors 

B. Monetary-Credit Policies
 

i. Monetary

-Allow a maximum expansion Note: monthly 	 BCR 

of cayment means of 16% follow-up of measures
 
included in Monetary
 

-Make gradual adjustments Budget (Annex I BCR
 
in the legal reserve reaui- Tables)
 
re:nent, according to antidi­

pated liouidity levels
 

-Place and re-purchase 	 2CR
 

Monetary Stabilization Bonds
 
in order to counteract
 
cyclical movements of
 
lIauLidity faced by financial
 
institutions
 

2. Credit Measures 

-Limit 	expansion of credit, up to 17.4% BCR
 
for commercial and Mortgage Banks;
 
up to 14.3% for the Central Bank
 

and up to 14.1% for the Banking System as a whole
 

5 
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V 

PROGRAM OF MEASURES AND POLICIES
 

Soecific Measures & Policies Deadline 


I. ECONOMIC POLICY MEASUFES
 

-Carry out a sectorial 


distribution of credits 

granted by commercial
 

banks and the Mortgage Bank
 

in accordance with established
 

Production goals
 

-Have the PCR purchase 

bonds up to ioO million 


from the GOES 


-Have theBCR grant a temoo-

rary loan to INCAFE during the
 

first months of the year to
 
allow the latter to finance
 
its ooerational expenses and
 

pay advances to coffee growers
 

-Ensure that at least 15% of 

the loan portfolio with own 

resources from Commercial Banks
 

and tne Mortoace Bank is granted
 
to small enterprises (with
 
assets up to 0750,000) and
 

Z.5% to microenterprises
 
(with assets up to 2:100,000)
 

C. E::ternal Sector Policy 
-Reduce to 3 the priorities February 1982 
of services for the assionment 

of foreion exchange, in the 
followino manner: 

a) Basic foodstuff, medicines, 

fuels, raw material and 
other items for production. 
and machinery 

b) 	Health, study, travel and
 
retirement expenses
 

c) 	Other goods, services,
 
transfers and capital
 
flows turnover not specified
 
in prio! ities a) and b)
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Page 6 of 33
 

F:esponsible
 
Institution
 

BCR-Commercial
 
Banks
 

Ministrv of
 
the Treasury
 
ECR 

BCR
 

BCR-Cominercial
 
Banks
 

BCR
 



PROGRAM OF MEASURES AND POLICIES
 

Soecific Measures & Policies Deadline 


I. ECONOMIC POLICY MEASURE3
 

-Reduce the list of goods February 1988 

whose import has been banned
 
b/ E.ecutive Decree No.13-22
 

-Gradually free the prior February 198 

d=oosits for imoorts
 

-Amoliiy the soecial February 1966 
accounts of foreign currency 
dCDOosits 

-Aoorve and issue the March 1988 

Ta: Certificates 


-Increase the premium February 1988 

granted through a prompt
 
rei-rcurse-ment bonus to exporters
 
o+ non-traditional products
 
for reoatriation of export proceeds
 

-Aorove and carry out the 


"Guarantee to Foreign 

In',estment Law"
F,e-examine the project at Jan.-March 198 

an inter-institutional level 
*Present the new project May-December 1V89 
before the Economic Committee 
for its discussion and aoproval 
*Present the new project Aoril 1986 

be*re the National 
Assembl, for its approval 
*Draft the Rules and Aoril-Seot. 19'8 
Reoulations 

*Fresent the Rules and Oct.-Dec. 198
 
Reoulations before the
 

National Assemblv
 
*Imolement the Law and
 
the Regulations
 

-Publish the guidelines March 1998 

for foreign investors 


-Devise and carry out the 

regulations on Zona Franca San 

Partolo and that related to services
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Responsible

InstitLution
 

BCR
 

BCR
 

ECR
 

Ministries of
 
the Treasury &
 

Fran. Trade
 
rR
 

Ministry of
 

Foreign Trade
 

Ministry of
 
Foreign Trade
 

Ministry of
 
Foreign Trade
 



V ANNEX 

Page 8 of 33
 

PROGRAM OF MEASURES AND POLICIES
 

Soecific Measures & Folicies Deadline 


1. ECONOMIC POLICY MEASURE3
 
*Comoile basic documen- Jan.-Feb. 198
 
tation on similar reaulations
 
in other countries
 

*Devise 	preliminary March-April 19e2
 
reaulation projects
 

*Set Work Grouos from May-July 1988
 
the private and government
 
sectors
 

*Present revised reau- Aug.-Oct 198
 
lations before the National
 
Assembly for discussion
 

*Imolement them 
 November 1988
 

-Imorove and make perfect the 

services offered by CENTREX 

throuch: the mechanization
 
oo- the information systems
 
*Firs- staae: Installation January-March 1988
 
of the BACH system
 

*Second stage: Issue of a April-June 198
 
license in line
 

*Third stace: Evaluation of July-Auc. 198
 
the services offered by CENTREX
 
ann its coerativeness
 

*Fourth staae: Corrections Sept.-Oct. 1988
 
*Ooeration of CENTREX 
 November 1988
 

-Carry out a High Level Course 

Sceciali-zation for technicians 

in private and public institutions
 
related to export activities.
 
Such course should be carried
 
out with both technical and
 
financial external supoort.
 
*Creation of a Trainino Jan.-March 1923
 
Project for the exporting
 
sector at higl levels
 

*Presentation and neactia- April-June 1983
 
tion of the Project to
 
international organiZations
 
to obtain their financial
 
backing
 
*Course to !e developed by April-June 198
 
INCAE
 

*Execution of the project July 1988
 

Responsible
 

Institution
 

Ministry of
 
Foreign Trade
 

Ministry of
 
Foreian Trade
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Page 9 of 33
 

PROGRAM OF MEASURES AND POLICIES
 

Specific Measures & Policies 
Deadline 


I. ECONOMIC POLICY MEASUES
 
-Devise ore-investment studies 

of the LJC/ELS/83/178 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 
 Jan.-June 1988
 
inter-institutional
 
activities to prepare the
 
first stace of a sectoral study
 

*Second phase to be deve-
 July 1986
 
lcoed bv an external
 
consultant according to
 
the results obtained
 
from the sectorial study


*Informational and study 
 Sept.-Dec. 1982
 
tours
 

-Preparation of a Salvadorean 
 June 1988 

orcoosal by the Ministry of 

Economics on Trade and
 
Industrial policies within
 
the frame of the Central
 
American Tariff Agreement
 
and the Central American
 
Common Market Reactivation Program
 

-Promote the establishment 
 June 1988 

of a Regional and by Country 

Center of Trade and
 
Industrial Information
 

-Establishment of 
local March 1989 

Trade and Investment 

Information Centers at 

trie Embassies and Consulates 


of El Salvador
 

D. Income Protection Policy

-Increase minimum wages for 
 April 1988 

farm and city workers at a 

rate which will 
allow workers 

to recuperate part of their
 
purchasing power loss caused
 
by inflation
 

9 

Responsible
 

Institution
 

Ministry of
 
Foreign Trade
 
(MICE)
 

Ministry of
 
Economics
 

Ministry of
 
Foreign Trade
 

Ministry of
 
Fcreicn Trade-

Ministry of
 
Foreian Affairs
 

Minimum Salary
 
National
 
Committee
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33 

PROGRAM OF MEASURES AND POLICIES 

Soecizic Measures & Policies Deadline Responsible 

Institution 

I. ECONOMIC POLICY MEASURES 
-Preoare camoaigns directed Feb.-Nov. 19S8 
to the consumers to influence 
cn consumption habits, better 
soending of the family budget, 
and on prices, quality, weights 
and measures 

Ministry of 
Economics 

-Maintain the price control 

s./stem on the basic or 
strat-sic products 

Jan.-Dec. 1928 Ministry of 

Economi cs 

-Establish a follow-up 
s.,stem for prices, orights, 
oualitv and measures for 
basic products 

Feb.-De.- 1992 Ministry of 
Economics 

-Encourage the organization 
o' consumer cooperatives 
at urban and rural levels, 
to benefit the workers and 
tne creation of family larders 
in oDtlic and private enterprises 
which do not have one yet 
*Desian the project for Feb.-Aoril 
the creation and operation 
of larders and consumer 
coooeratives 

*Implement the project May 1988 

1988 

Ministry of 
Economics 

-Regulate the distri-
bution of ceneric medicines 
to make them more easily 
a,4ailable to the public, 
and to develoo an extensive 
coverage program informing 
their characteristics and 
the advantages of their use 

Feb.-Dec. 1982 Ministries of 
Economics and 
Health 

-Continue with already 
initiated studies and 
carry out others related to 
the trading of beef, chicken 
eggs, liquid milk and others 

Feb.-Dec. 1988 Ministry of 
Economics 

-Strengthen the Consumer 
Protection Program 

February 1986 Ministry of 
Economics 

1) 
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PROGRAM OF MEASURES AND POLICIES
 

Soecific Measures & Policies Deadline 


II. PRODUCTION POLICY MEASUjsES
 

A. 	 AGPP-1LTJRAL SECTOR 
1. 	 Macrooolicv for Agrarian, Cattle and Fishery 


Feform, emohasizing Feeding Safety
 

ANNEX
 
Page 11 of 33
 

Resoonsible
 
Institution
 

Production and
 

a) Basic Cereals 
-Carrv out the purchase 
cf established volumes of 
hasi: cereals. giving oriority 
t: ccoo'ratLves within the 

refcrmed sector and small
 
farmers clients of the BFA
 

-Have available for the 
jarmers enouch sucrlies 
0*f crn, rice and soroo seeds 

-Orcanize small farmers 

into solidary or ore­
coooerative groups
 

-Devel's tnie orooram for 

the construction of silos at 
farm level in order to 
avoid soeculation and 
reduce intermediaries 
action in tne trade 

-Carry oit research in the 

fields on cenetic improvement 
and aaronomv. Validate the 
results ox rese3rch done in 

'i I-conditions to those 
f tced by the farmers 

--Give technical sucocrt 
to producers of basic 


cereals, giving prioritv to
 
small and medium farmers
 

b) 	 Cotton 
-Closely oversee the 

compliance with the elimi-

nation of stubble in
 
14,000 Ha.
 

March-December 1988 	Institute for
 
the Regulation
 
of Suoolies
 
(IRA)
 

March-December 1922 Ministry o4
 
Agriculture (MAG)
 

March-December 1928 	MAG
 

May-December 1988 	 National Ari­
culture & Agro­
nomy Techr..lo­
gy Center
 
(CENTA)
 

March-December 1988 	CENTA
 

Jan.-Dec. 19G2 	 Peaional Mnomt 
MAG 

Jan.-March 1982 	 Regional Mamt
 
MAG
 

11
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PROGRAM OF MEASURES AND POLICIES
 

Scecif~c Measures & Policies Deadline 	 Responsible
 
Institution
 

II. PRODUCTION POLICY MEASURES
 
-Divide into zones the areas 
 Jan.-Mav 1989 Natural Resour­
for cotton growing in high 
 ces Center, MAG
 
,fielding soild, up to a ma:x.
 
of 2e.000 Ha (40,00 Mz) to
 
cuarantee satisfaction of
 
domestic to.,tile industry
 
demand and a surplus for
 
e--ocrt. also covering part
 
of the local oil and animal
 
meal ma.rkets
 

-Carry out an investigation June-Dec. 1928 COFAL-CENTA-MAG
 
for cenetic imorovement,
 
intecral handling of pests
 
(2 sun-Croiects and 14 essays)
 

-Give technical sumoort March-December 1962 Regiona! Mnamt.
 
in 2'. 000 Ha. (40.OOOMz) CENTA
 

-Train farmers (7 courses) March-December 19S3 	Regional Mngmt.
 

CENTA
 
-Quality c:ntrol o March-November 1988 BCR
 
fertilizers and pesticides
 

-Aporove the crop credits January 19sa BCR
 
line and the re-financing
 

-Grant imoort license Jan.-March 1928 	 MAG
 
to COPAL for 
12,500 MTn simple fertilizers
 
3,00) MTn comocund fertili -ers
 
2.01*- MTn Mq SO.
 

c) Coffee
 
-Transfer technology to March-Decemoer 1988 Institute for
 
37,500 coffee growers through 
 Coffee Investi­
training and awareness 
 cations (!SIC)
 
leading to the adootion of
 
this technology
 

-Generate technology March-December 1988 ISIC
 
through 74 research essays
 
on: Agriculture, entomology,
 
cenetics, plant pathology,
 
agriculture and soil engineering,
 
and agriculture chemistry
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V 
3 

PRCGRAM OF MEASURES AND POLICIES 

Ececific Measures & Policies Deadline 

11. PRODUCTION POLICY MEASUPES 
-1morove the yields and March-December 1988 
crodLlctivitV levels of existing 
coffee plantations in an 
area of 33, 95 Ha increasing 

the national averaoe productivity 

level to 42Okt!/Ha of dried beans (l5oc/M-) 

Responsible 

Institution 

ISIC, Regionals 

-Increase yield and March-December 1988 ISIC, Regionals 
oroductivity in ,400 plots 
fr-om both reformed and non­
re-ormed sectors throuah 
reno aticn, reocoulation 

and reolantino o-f coffee 
o ! artations 

-F:remote industria- March-December 1988 ISIC 
lization of coffee sub.­
rodiucts ano by-products 
to achieve a more intensive 
e:oloitation with products 

such as BIOGAS, liquors, 
concentrates. sweets, etc. 

-F'rcvide coffee growers March-December 1988 !SIC, Regionals 
with seeds and imoroved 
vetati ? material to 
oromote increasing yields 
(244Tko of seed and
5.2 mill!ion plan-ts) 

-F'.ide services of March-December 1988 ISIC 
sil cherni=try and foliar 
a.nalvses to imoro,..e 
ferttlizaticn techniques 
toi ,,W) soil: and 1i000 foliars) 

d) Sugar Cane 
-Aooly the svstem of pavino Nov.-Dec. 1988 INAZUCAR 
according to the cuality of 

the sucar cane received at 

the mills 

-Select areas favorable for Jan.-Nov. 1988 MAG, National 
su ar cane growing (7042 Ha Resource Center 
(10,000Mz) of new areas near 
the sugar mills). 
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PROGRAM OF MEASURES AND POLICIES
 

Soecific Measures & Policies Deadline 	 Responsible
 

Institution
 

II. PRODUCTION POLICY MEASUPE3
 

-Promote research in March-December 1988 CENTA
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Page 14 of 33
 

PROGRAM OF MEASURES AND FOL I C I ES 

Soecific Measures & F'olicies Deadline Responsible 
Institution 

II. PRODUCTION POLICY MEASUPES
 

-Fromote research in 


plant inprovement, evaluation
 

of high yield sugar cane
 

varieties that are also
 

resistant to carbuncle
 

-Develop technology to 


imorove vweld and the
 

oualitv of sugar cane
 

juice for brown sugar
 
(5 projects & 9 essays)
 

-Oruanize tne Board for 

the Fromotion o-' Sugar Cane
 

Cultivation
 

-Provide technical support 


to sugar cane growers to 

sow new areas (2!01 Ha)
 

e) Livestock
 

-Enforce strict measures 


of health control at the
 
frontiers to avoid the
 

entrance o+ sick: animals
 

-Avoid sl'aughter of 


cows within reproductive age
 

-Establish a strict control 


on the use of hvaienical 

stanaaros and other aspects
 

related to animal slaughter
 

ar-d meat distribution
 

March-December 1988 	CENTA
 

March-December 1988 	CENTA
 

Jan, Fen, March 1988 OSFA (MAG) 

March 1988 	 Reoional Mngmt.
 
of MAG
 

March-December 1988 	Regional Mngmt.
 

March-December 1988 	MAG
 

March-December !992 Ministry of
 
Health
 

-Continue with the inspection Jan.-Dec. 1988 MAG
 

of poultry, hogs and cattle
 

slaLChter to guarantee the
 

hygienic and sanitary
 
conditions of meats products
 

*Inspect for this purpose
 

85,000 cattle
 

60,000 hogs 
15,000,000 poultry
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V ANNEX 

Page 15 of 3.
 

PROGRAM OF MEASURES AND POLICIES
 

Specific Measures & Policies Deadline 
 Responsible
 

Insti tution
 
II. PRODUCTION POLICY MEASURES
 

-Encouraae the change from March-december 1988 MAG
 
an extensive livestock exploi­
tation system to anintensive
 
one through technical and
 
credit assistant programs
 

-Provide an overall tech- March-december 198 MAG
 
nical support to 600 producers
 

-Train husbandmen and March-Decemoer 1988 MAG
 
their workers (50 courses) 

-Facilitate throuch 
 June-October 1988 BFA
 
cr _cit lines for small and
 
m e-:ium size farmers, the
 
acaui-ition of grass cutters
 
ano the building of silos
 
to auarantee animal feed
 
durirng the dry season
 

-Pronote non-traditional March-December 1988 BFA
 
oleaginous crops to substitute
 
cottonseed as a source of
 
protein through preferentially
 
priced fertilizers and low
 
interest loans
 

-Comolv with the program of March-December 1988 BFA 
sowing 3500 Ha of sova bean, 
particularly in the reformed sector 

-Dev-eco programs of March-December 1928 General
 
Dreventive medicine to fight 
 Livestock
 
brucellosis, encenl-.litis, Bureau
 
st.ncutaneous worm infestation
 
(torsalo) and TB to Drotect
 
the cattle industry, ensuring its
 
develooment and the domestic
 
supoly of meat, dairy
 
products and others
 
*Vaccination against brucellosis
 
of 20,000 cows from 3 to 6 months old
 
*Carry out a campaign against
 
t6rsalo: 2160 cattle heads
 

*Vaccinate 30,000 horses against
 
encephalitis
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PROGRAM OF MEASURES AND POLICIES
 

Soeciflc Measures & Policies Deadline Responsible
 
Institution
 

II. PRODUCTION POLICY MEASUPES
 

*Maintain a strict lookout -for exotic
 

diseases checking reports of possible sources
 

*Detection and control of:
 

Brucellosis 45,000 diagnosis
 

Tuberculosis 45,000 diaonosis
 

*Develoo 600 prophilactical
 
plans for cattle
 

-Evaluate native coat herds March-December 1988 MAG
 

to introduce new breeds and
 
promote it witn soecial
 

credit lines
 
*Train 1200 peasants in tne
 

tecnniques of goat husbandry
 
*Provide a couole, ram and
 

shecoat, to 1200 peasants
 
over the 4 main areas of the
 
country
 

-Exoedite the pronot imple- March-December 1982 MAG-City Hall
 

mentation of projects for
 
modern slaughter houses
 

which profit from all the
 

sub-products of cattle and
 

whose study is presently being
 
assessed by FOSEP
 

-Preoare a study on the March-December 1986 Livestock
 

orcduction of pasture and Dev. Centers
 

fodder, nutrition and reoro- & Reqlonal
 

duction (12 essays) Agencies of MAG
 

-Promote cultivation and March-December 1989 (same as above)
 

conservation of pastures
 
and fodder (1,680 Ha)
 

-Provide technical assist- Jan.-Dec. 1988 (same as above)
 

ance to improve hog husbardry
 

through prevention of diseases
 

and crossbreeding with
 
special varieties
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PROGRAM OF MEASURES AND POLICIES 

Soecific Measures & Policies Deadline 	 Responsible
 

Institution
 

I. PRODUCTION POLICY MEASUPES
 

*Frovide technical assistance
 

to 1 700 swineherds
 
*Vaccinate 20,000 hogs against
 
chol era
 

*DeveIop 6 essays on feeding and 
,andl ing
 

",.-a*ify ho raisers, technicians,
 
and workers through 80 courses,
 
5K lectures and 200 practical
 
demonstrations
 

-Stimulate the development March-December 1988 Husbandry
 
cf Lee-keeoing to increase 
 Develooment
 
.... ds and diminish the Center
 
reu~aie effects of the african bee
 

2 essays to
 
generate technologv
 
adUSted to our cond tions
 

*Develop. at national level,
 
22 courses, 70 lectures and
 
25 oractical demonstrations
 
*Stimulate the raisina of
 
!2', selected queen bees 

el Fi steerv 
-Organize and train 6O,00) April-December 1988 CENDEPESCA, 
oersons dedicated to Rural Dev..
 
fishing activities
 

-Train technical groups Aoril-December 19P8 CENDEPESCA 
in Technology Transference 
and Manacement 

-Identify projects of this March-June 198 CENDEPESCA
 
',lit-sector and help to obtain
 
e':ternal financing for them
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PROGRAM OF MEASURES AND POLICIES 

Soecific Measures & Policies Deadline Reoonsible 

Institution 

II. PRODUCTION POLICY MEASURES 

-Establish zones of fish-


ing resources in Salvadorean
 

coasts
 

-Establish two fishery 


agencies at Parra de
 

Santiago and Garita Palmera
 

-Draft the National 
Fishers' Registry 

-Equip the Acajutla 

Small Fishers' Wharf
 

-Estab!Lsh a proaram to 

oermanently reDocoulate
 

the country's continental 
water bodies
 

-Reproduce, under 


controlled conditions,
 
two new species of sweet
 

water fish
 

-Effect a basic research 

on sea water shrimp farms
 

in reservoirs
 

-Study the adequacy oF 


broadened scope Research
 

Centers for aquaculture
 

training
 

-Build and equip a sea 

water shrimp research
 

laboratory
 

-Rehabilitate communal 

and private reservoirs
 

as well as floating
 

cages projects
 

-Perform basic research 

on deep water fish still
 

commercially untapped
 

April-June 1922 CENDEPESCA
 

July-December 1929 CENDEPESCA
 

March-June 192 3 CENDEPESCA
 

March-Decemoer 19P8 CENDEFESCA
 

March--December 1988 CENDEPESCA
 

March-December 1988 CENDEPESCA 

July-December 1986 CENDEPESCA
 

July-December 198 CENDEPESCA
 

April-Sept. 1986 CENDEcESCA
 

March-December 1988 CENDEPESCA 

April-June 196S CENDEPESCA
 

18 



ANNEX V 
Page 19 of 33
 

PROGRAM OF MEASURES AND POLICIES 

Soecific Measures & Policies Deadline Responsible 
Institution 

II. PRODUCTION POLICY MEAS1URES 

-Establish a distribution April-December 1988 CENDEPESCA and
 

and sales plan for shrimp Fisheries
 

fis-ring by-products
 

-Peculate the industrial March-December 198 CENDEPESCA, Law
 

{li heries float by enforcing Enforcement
 

t.ie General Fishing Activities Bodies, Navy
 

Law and the fulfilment of the 

r;Ies established based on it
 

2. Peasant Develooment Macrooolicies
 

-Incorporate women in March-December 1928 ENA-DGRD-

CENCAP
 

production projects (1000 
women-Regions III & IV) 

-Train manual labor in March-December 1989 DGRD-CENCAP 

20w) peasant communities 

-Promote enterprise organ- March-December 1988 DGRD-CENCAP
 

ization, 1000 microenterprises
 

-Provide technical train- March-December 1982 DGRD
 

ing for 5000 peasants
 
entrepreneurs-to-be
 

-Provide basic infra- March-December 1988 	DGRD-ISTA-

FINATA
structure services throuh 


1000 projects
 

-Give legal tenure of March-December 1988 	DGRD
 

150,000 plots of land 

-Carry out peasant housing March-December 198R DGRD-ISTA­

projects, 1000 for FINATA
 

disolaced persons and 30
 

community projects
 

Jan. December 1988 ENA-Increase ENA's enrol-
ment of high school graduates 

coming from rural areas up 

to 50% of incoming students 
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PROGRAM OF MEASURES AND POLICIES 

Responsible

Specific Measures & Policies Deadline 


Institution
 

II. 	 PRODUCTION POLICY MEASUIJES 
March-December 1998 ENA-Irmoement the "Bachil 

lerato Aoricola" (Agrarian
 

Technician) for peasant
 

children
 

1988 ENA-DG3RDMarch-December-Frovide modular aari-
CENCAP
 

cultural and husbandry 

....at!l for peasants
 

t -rcuch 2,',-) instructors
 

-Train ) oromoters on March-December 1988 DGRD 

orcoarammino and organizing 

for the Consolidation and Develooment of the 
- Macrcoolicv 


Aararian Reform
 
March 1988
-Conclude the titling of 

ISTA
 

70 orocerties to Phase I
 

cocoerati yes
 

FINATA
March 1983
-!znclude the titling of 


I0.5-0 orooerties to
 

Fhase II beneficiaries
 

ISTA-FINATA
March 1988
-Transfer to FINATA lands 


belonging to ISTA as per
 

Decree 842, for distri­

bution among landless peasants
 

MAG-(PERACARA)
March 1988
-Aoorove the reaulation of 


riohts and duties of
 

beneficiaries
 

MAG-(Lecal
Jan.-December 1988
-Uodate Agrarian Reform 

Laws 	 Deoar tment) 

-Carry out the project of March-December 1988 IS FA 

reorganizing 	and retrieving
 

of 70 cooperatives in crisis
 

1926 ISTA
March-December
-Study and carry out 


ootions for cultivating idle
 

acri -ultural areas
 

FINATA
the Land Bank
-lmoltment 
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Page 21 of 33
 

PROGRAM OF MEASURES AND POLICIES
 

Soecific Measures & Policies Deadline 	 Responsible
 
Institution
 

II. PRODUCTION POLICY MEASUPES
 

*Phase I Pilot project March 1988
 
incoroorating 10,000 peasants
 

and 20,000 Ha.
 
*End project: incorporating March-December 1988
 
:o.000 oeasants and 70,000 Ha. 

*RFroject of application of March-December 1988 
law on plots exceeding 
245 Ha. for a total of 33,000 Ha. 

-Disnose of State owned March-December :988 ISTA-FINATA 
land for landless peasants: 
9,7,0 Ha. in arrears 
2, 70 Ha. State cwned 

-Offer technical assistance March-December 1982 MAG (DGDR)
 
and training through the
 
Administration Program in
 
farms and management
 

-Transform 5') Phase I March-December 1938 ISTA
 
coooeratives into
 
self-sufficiency
 

-Rehabilitate 30 March-December 1988 ISTA 
nealected coooeratives 

-Increase to 1,500 the March-December 1988 ISTA
 
number of beneficiaries of
 
the atrarian re-form 

-Determine the options and March-December 198 	ISTA
 
incoroorate to production
 
2),405 Ha. of available land
 
and 4,570 Ha. of oastures
 
presently idle 

9. INDUSTRIAL SECTOR
 
1. General Measures
 

-Obtain international MAG
 
cooperation mainly from UNIDO
 
and/or SIECA to perform an
 
analysis of the industrial
 
branches in order to know the
 
productive capacity of the country
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ANNEX V 
Page 22 of 33 

PROGRAM OF MEASURES AND POLICIES
 

Soecific Measures & Policies Deadline 	 Responsible
 
Institution
 

I. PRODUCTION POLICY MEASURES
 

-Identify the main oroblems,
 

the utilization level of
 

installed caoacity, new poten­

tial areas of development and
 

other, in order to redirect the
 

industrial activity of the 

country 
*Efforts to obtain March-Aoril 19eg Ministry of 

international cocoeration 

*Elaborate the study May-November 1998 Economics 

-Create an intecral oroaram Nov.-Dec. 1982 Ministry of
 

o-t stimuli and incentives Economics
 

aadressed to the manufacturing
 
industry based on the diagnosis
 

of the industrial sectors, and
 

takina mainly into consideration:
 
*Industrial disoersal
 
*More value added generation
 

*Enterorises dedicated to the
 

production of basic need items
 
*Priority development areas
 

*Enterprises classified as
 

stratecic to increase the
 

utilization level of their
 

installed capacity
 
*Acoearance of new entreoreneurs at
 

the micro and small enterprise levels
 

-Desion and enforce a system Ministry of
 

T±nr industrial information to Economics
 

suooort both the entreoreneur
 
sector as well as the internal
 

work of the Ministrv oF Economics
 

*Design of a project March-February 1988
 

*Neootiation for Funding March-May 1989
 

*Svstematization of program June 1988
 

-Research the comoarative March-December 1988 	Ministry of
 

advantages of El Salvador Economics
 

versus other Central American
 

countries to stimulate those
 
industrial sectors showing
 
best possibilities
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ANNEX V 
Page 23 of 33 

PROGRAM OF MEASURES AND POLICIES
 

Soecific Measures & Folicies Deadline Responsible
 
Institution
 

II. PRODUCTION POLICY MEASUPES 

-Reauest from financial Ministry of
 

Foment institutions (FIGAPE, Economics,
 

FEDDECREDITO, BFA, BANAFI, FIGAPE, FED-


COPSAIN) the joint and seoarate 	 DECREDITO,
 

elaboration of working programs BFA, BANAFI,
 

and policies for industrial CORSAIN
 

matters based on already
 

established main guidelines
 

*Re!ues t March 1988
 

*Elaboration March-Aoril 1988
 

*Imolementation April 1988
 

-Re,,ise and apply the Ministry of 

Industrial Standards Law, Economics, 

.. ..= 521 Dec. 2 1961 Ministry of 

cu-l.shed in "Diario Oficial" Health 
'.Official Gazette) No. 239 
Volume 193, Dec. 27, 1961 

*Revision March-Aoril 1928 
*Tmolementation May 198 

-Guide the purchasino March-December 1989 	Ministry of
 

the Treasury
policies of the GOES 

oreferably towards
 
domestic products
 

2. Soerific Measures
 

-Develoo 	a promotional March-December 1988 Ministry of 

prooram on the research Economics 

carried out by ISIC on the 

industrialization of coffee 

bv-oroducts, and promote 
among industrialists the 

utilization of available 

resources in the BCR for the 

acro-industry development 

-nevelco and widesoread a March-December 198 	Ministry of
 
Economics
proqram of available 


technology at the CENAP
 
for the preparation,
 
conservation and marketing
 

of basic food stuff, fruits
 

and others
 



ANNEX V 
Page 24 of 35 

PROGRAM OF MEASURES AND POLICIES
 

Soeclflc Measures & Policies Deadline 


II. PRODUCTION POLICY MEASUPES
 

-Mediate in negotiations 

between UJITEX and COPAL to 


insure the cotton supply for
 

the textile industry and the
 

establishment of a control
 

mechanism for prices
 

-Develcp a workers' and 
foremen training program 

in the te.,tile and clothing 

industries, both in
 

production and maintenance
 

-Neootiate financial assist-

an.ce with the BID to develoo 
a orooram to improve the 

management attitudes of small 
manufacturinq enterprise' 
owners and to defray expenses 

of buildino and expansion of 
their facilities
 
*Draft the project 

*Obtain financing 

-Trainino program
 
-Expansion of facilities
 

-Prohibit exoortation of 
remainders and waste of 
iron. steel, copper and its 
alloys as bronze and brass 
and others including lead 

-Perform technical and 

economic feasibility studies
 

on fiber production from
 
K*ENAF whose agronomical
 
viability is already proven
 

-Lodate and promote among 

private enterprise, studies 


on the extraction of Kaolin
 
from the Chalatenango lake
 
to manufacture tiles, wash­

basins and toilets
 

March-July 1988 


March-May 1922 


April-June 198
 
July-December 1988
 

March-December 198 


July-December 1992 


Responsible
 
Institution
 

Ministry of
 

Economics
 

CENAP
 

Ministry of
 

Economics
 

Ministry of
 
Economics
 

MIPLAN-FOSEP
 

March-December 1988 Ministry of
 
Economics
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ANNEX V 
Page 25 of 33 

PROGRAM OF MEASURES AND POLICIES
 

Soecific Measures & Policies Deadline Resoonsible
 
Institution
 

II. PRODUCTION POLICY MEASUPES
 

-Divulge among roof and March-December 1928 Ministry of
 

floor clay tile manufacturers Economics
 

simole techno'ocy of easy
 

aoplication and low cost
 
to save energy such as
 
thcse of endless screw and
 

double ventilation, as well
 

as to stimulate the alternative
 
use of energetics
 

-Continue with the research March-June 1982 Ministry of 

for soreading the use of Econcmics 
GASOHOL in land transportation 

-Establish a training March-December 1988 CENAP
 

orooram for human resources
 
in the different areas
 
related to chemical industry
 

-Draft a feasibility study May-December 1982 Ministry of
 

to analyze the potential of Economics
 

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

C. 	 CONSTRUCTION SECTOR
 

1. 	 Laws pendino for aDoroval NS: These legislation 

by the National Assembly deadlines deoend entirely 
on the aooroval by the 

a) Laws on Human Settlements National Assemblv 

Standardize, regulate and direct all VMVDU 

activities of physical develooment
 
which may take place
 
* 	 Planning of physical development 
* 	 Apolication of regulation programs 

* 	 Legislation of the transformation 
and use of the soil 

* 	 Control of usage of the land and 

of building 

* 	 Institutional frame 
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Page 26 of 33
 

PROGPAM Orj MEASURES AND POLICIES
 

Specific Measures & Policies Deadline 


11. PRODUCTION POLICY MEASUPES
 

Law for Real Estate Reaistration
b) 	 Soecial 


-Enable the recistration of 


Real Estate acquired now or 


in the future for projects of
 

FSV, IVU and local AMSS
 
They 	will be
oovernments. 


reoistred by command of the
 

law and they will not need
 

solvencies of anv nature nor
 

will pay any registry dues
 

and will be e:emoted of ever,
 

ta,: levy or contribution
 

-Analyze those cases of Real 


Estate in conservation or
 

irrigation areas, or subject
 

to soecial regulations. A tech­

nical study will be required for
 

their total or partial legalization
 

c) 	 Soecial Transitory Law for
 

the illeoal Urban Develooments
 

and Buildinos erected before
 

the aforementioned Law of 
Human
 

settl ements
 

-Donate to municipalities those 


olots of illegal developments 


still in the hands of 
the
 

original developer to use them
 

as oarks or community areas
 

-Legalize the situation of 


develooments and buildings which 


were erected wholly or partially
 

violatina the Urban Development
 

and Construction Law
 

d) 	 Regulation for Antiseismic Designs
 

in El Salvador
 

-Draft and enforce the 


antiseismic regulations
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Responsible
 
Institution
 

VMVDU
 
(PRONAVIPO)
 

VMVDU
 

Local
 
Governments
 

Local
 
Governments
 

VMVDU
 



ANNEX V
 
Page 27 of 33
 

PROGRAM OF MEASURES AND POLICIES
 

Deadline 	 Responsible
Specific Measures & Policies 

Institution
 

I. PRODUCTION POLICY MEASUPES
 

e) 	 Special Housinq Law for
 

Rural 
and Urban Communities
 

-Create a fund specially designed 
FSV
 

for the acouisition or 
construction
 

of houses, administered by the
 

Social Fund for Housing 

2. 	 OTHER REGULATIONS 
VMVDU
March-December 1988
-Consolidate the oroanism 


resoonsible for housing and
 

human establishments by 

imoroving the already existing
 

lecal frame and providing
 

technical and financial 
resources
 
MOP
March
*Legal definition of the 1988 


managerial structure of
 

the VMVDU
 

*Make the %MVDU directly March 1928 MOP
 

resoonsible for the 

investment and working
 

orograms within its jurisdiction
 
VMVDU
adecuate April-July 198
*Review and 


tne laws and regulations 
in all the institutions of
 

this sub-sector
 

-Define the scope of work
 

of VMVDU through shaping
 

and enforcing of national
 

housina and 
urban develooment
 

Dolicies
 
VMVDU


*Submit the National March 1988 


Housing Policy for approval
 
1R88 VMVDU


*Draft the National April-August 


Urban Development Policy
 
VMVDU
March-April 1988
*Draft the land policy 

VMVDU


*Guide and approve March 1988 


operational plans of all
 

institutions within this sector
 

-Exoedite administrative formalities
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V ANNEX
Page 28 of 33
 

PPOGRAM OF MF.ASIJRES AND POLICIES 

Specific Measures & Policies Deadline 	 Resoonsible
 

Institution
 

II. PRODUCTION POLICY MEASIRES
 
*Define the scope of VMVDU March 1988 VMVDU-City
 
and local aovernments in the Councils
 
aooroval of permits and plans
 

for buildings and develooments
 
*Review the procedures for March 1922 VMVDU-ANDA­
project aporovals in order to City Councils
 
reduce the reauired time
 

*Review the procedures and March 1932 FNV-PROrAVIPO
 
recuirements for the aooroval 
 FSV-IVU-INPEP 
of short and lono term loans IPSFA 
for buildinos and develooments 

*Review and correct supply Aoril-June 198 MOP Ministrv of 
and building contracting laws tne Treasury 

*Unifv criteria and Aoril-June 1923 MOF 
recuirements for building 
contractors in all of the 
public administration 

-Perform and uodate institu- March-December 1988 FNV-FSV-IVU
 
tional market researchs
 
for the promot commercial­
ization of the housing units
 

-Guide house builders March-December 1988 VMVDU
 
towards satisfying the
 
demand from all levels
 
0f income in the country
 

-E::oedite access to housina March-December 1988 VMVDU
 
*Establish a secondary March-December 1988 VMVDU
 
market for mortoaes
 

-Suoport the execution March-December 1988 VMVDU 
oF proressive housing 
projects
 
*Spend on progressive Oct.-Dec. 198S
 
housing projects the monies
 
recovered from reconstruc­
tion investment
 

*Prooosr to the Monetary June-July 1986
 
Council mechanisms to
 
insure availability of
 
resources for progressive
 
housing
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ANNEX \I 
Page 29 of 33 

PROGRAM OF MEASURES AND POLICIES
 

Soecific Measures & Policies Deadline Responsible
 
Institution
 

I. PRODUCTION POLICY MEASURES
 

-Massive development of rural housing
 
*Define which institution March 1988 VMVDU 
will be in charge of rural 
housing projects 
*Apoly socio-technical March-December 1988 VMVDU 

criteria to expedite the 
e-ecLItlon of projects 

*Seek and direct soft March-December 1988 VMVDU 
financial resources 

-Lower the housing cost
 
*Investigate possible April-Seot. 1982 VMVDU
 
mechanisms for price regulation
 
and utilization of urban land
 

*Promote markets for March-December 1988 VMVDU 
develooed land 
*Facilitate the creation March-December 1988 VMVDU 
of new construction companies 

-Prepare a short term plan March-December 1988 FNV-PRONAVIPO
 
for FNV and/or PRONAVIPO for the
 
acouisition of financial resources,
 
both domestic and external
 

-Give priority to the March-December 1988 MOP
 
financing of housing projects
 
outside the metrooolitan
 
area of San Salvador
 

-Recover, maintain and March-December 1988 FNV-PRONAVIPO 
conclude projects of the 
national highway svstem 

D. ELECTRICAL POWER SECTOR
 
-Provide for the normal 
service of electrical power 
generated by thermal plants, 
as long as the economic 
resources to cover production 
costs are available 
*Draft 	projects to defray Jan.-March 1988 CEL
 
additional costs
 

*Approval and enforcement April 1988
 
of this measure
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ANNEX V 
Page 30 of 33 

PPOGRAM OF MEASURES AND POLICIES
 

Soecific Measures & Policies Deadline Responsible
 
Institution
 

II. F'RODUCTION POLICY MEASiPVS
 

-Reduce the effects af the
 
national energy crisis by
 
enforcing the following measures:
 
*Chanoe the local time one
 
hour ahead during the period
 
between Aori. and Seotember
 
-Draft the leoi-ation January 1982 CEL
 
-Projeat Qrooosal for its Feb.-March 198 CEL
 
acoroval and validation
 

-Execution of measures Anril-Seot. 1992 CEL
 
*Introduce energy saving March 19e CEL
 
technioues to industries
 
with high consumotion
 

*Generate electrical March-December 1988 1EL
 
power at suoar mills (co­
oeneration) using the
 
sugar cane husk as fuel
 

-Deve!oo a national March-December 1988 CEL
 
oublicity camoaign to
 
promote eneroy saving
 

-Continue with the develop- Jan.-Dec. 1988 CEL
 
ment of the following projects:
 
*A study of small hydroelec­
trical power plants
 

*Re-establish the public service
 
*Action plan to introduce
 
viectricitv in rural areas
 
(8th project)
 

*Swift development of
 

geothermic field in
 
Chioilapa
 
*Feasibility study of
 

geothermic field at
 
Chipilapa
 

*Geothermal power plant at
 
Berlin, Phase I
 

*Pre-feasibility study of
 

geothermal field in
 
Coatepeque
 
*Power interconnections
 
between Honduras and
 
El Salvador
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ANNEX V 

Page 31 of 33 

PROGRAM OF MEASURES AND POLICIES 

Specific Measures & Policies Deadline Responsible 

Institution 

II. PRODUCTION POLICY MEASURES 

*National strategic reserve 
of fuel (RENC-Acajutla. RENC-

Cutuco) 
*Seismic Prospecting Study on 

Iand 

-Evaliate and initiate March-December 1982 
the "National Energy 
Develcoment Plan" for the 
!?22-2000 period, after approval 
3nd assignment of aporooriate 
resources. This plan takes 
into account new projects 
becinning this year as well 
as some studies for ene-gy 
production 

CEL 

-Maximize the combined use Institutional Proorams 
o z--o-wer plants operating Continuouslv Activ.'e 
from natural resources and the 
installation of the system for 
transmission, sub-transmission 
and distribution, as well as 

minimizina those operating on 
petroleum derivates through 
electrical power purchase from 
INDE, Guatemala 

CEL 

-Re-establish the system 

for transmission and sub­
transmission damaged as a 
result of the political 
situation in the country 

Jan.-Dec. 198 CEL 

-Continue negotiations 
for financing of those 
projects requiring external 

resources 

Jan.-Dec. 198 CEL 

-Maintain negotiations 
with Me::ico and Venezuela 
to insure continuous oil 

supply 

Jan.-Dec.- 1968 CEL 
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PROGRAM OF MEASURES AtID POLICIES
 

Deadline Resoonsible
Specific Measures & Policies 

Institution
 

II. PRODUCTION POLICY MEASUPES
 

Jan.-Dec. 1988 CEL
 

and study on hydrocarbons and
 

other renewable and non­

renewable energy sources
 

-Continue with the research 


-Necotiate aareements of Jan.-Dec. 1982 CEL
 

technological cooeration
 

with electric power insti­

tutions of other countries
 

and utilize at their most
 

those alreadv sioned
 

E. TRANSFCRTATION SECTOR 
1. Fiscal Incentives 

-E-emot from payment of Jan.-Dec. 1988 Ministry of 

ccnsular and import tariffs the Treasury 

as well as any other ta: 

or levy to the import of 
freioht vehicles exceedino 

3 tons caoacity. Legal decree 

714, 07/24'87, D.0.137 T.296 

-E;emot from oavment of Jan.-Dec. 1982 Ministry of
 

import tariffs the Treasury
consular and 

as well as any other tax or 

levv to the imoort of chassis 
with a motor for tractors, and 

for vehfcles for public transport­

ation and freicht (4 wheels on
 

the rear axle). Legal decree
 

714, 07/24/97, 0.0.137 T.296
 

2. Other Measures 

-Carry out une:xpected March-December 19e1 General Traffic
 
Dooartment
insoections of the transoort 


fleet to evaluate the
 

prevailing conditions and
 

authorize that they continue
 
in circulation
 

-Promote the cooperative March-December 1988 !NSAFOCOP
 

model among motor shops for
 

busing and freight enterprises,
 

in order to reduce operational costs
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Page 33 of 33
 

PROGRAM OF MEASURES AND POLICIES
 

Spoecific Measures & Policies Deadline 


I. PRODUCTION POLICY MEASUPES
 

-Carry out a study of March-June 1922 


the real needs for collec-

tive transportaion, to
 

reoroanize the different
 
citv routes and ensure that
 

the number of units assigned
 

to each of them is adequate
 

-Continue with the Jan.-Dec. 1928 


ro~d security education 
orooram for drivers and
 

0'.destrians which oromotes
 
respect for traffic sig forcenals
 

-Establish regulations for Jan.-Dec. 1988 


the minibuses system and 

orocerlv organize the
 

Ser'Vces they provide
 

-Establish a better March-June 1988 


control on the consumotion 

of fuel assigned to mass
 

transoortation firms
 

-Maintain in force Decree Jan.-Dec. 1982 


267 eeempting buses, new or 


used, of import duties to
 

allow their reolacement and
 

thus increase the existino fleets
 

-Study the need to re- March-June 19Q2 


schedule workers and 


students' shifts to avoid
 

jams during rush hours
 

Responsible
 
Institution
 

General Trans­
port Deaartment
 

CONESVI
 

General Traffic
 

Deoartment
 

General Trans­
port Deoartment
 

Ministry of
 
Economics
 

General Trans­
cort Deoartment
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